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OMPANY PROFILE

Joburg Promusica (formerly known as the Roodepoort City Theatre) was established in 1981 by the
City of Roodepoort as a Section 21 company. In 2004/05 the Theatre was integrated into the City

of Johannesburg as an independent municipal entity, wholly owned by the City of Johannesburg.

The Theatre is situated in Region C (Florida Park, Roodepoort), one of the fastest growing
residential areas in the city, and acknowledged for the increasing levels of integration amongst

population groups.

Operating out of a 320 seater auditorium, the Theatre is trading under the name Joburg
Promusica, with a purpose to promote, develop and advance the lyric arts in its immediate
environment and beyond. In this respect, the Roodepoort theatre has become synonymous with
classical music and the lyric arts. Throughout its 27 year history many singers, musicians and
artists have made their professional debuts at the Theatre 7 some of whom are still professionally

involved in the performing arts, locally an d abroad.

In order to improve the profitability of the Theatre, and become more relevant to the community it

serves, the strategic positioning of the organization was reviewed during 2009/10, resulting in a
stronger focus on the receiving house aspects of the Theatre, and a more concerted effort to
attract independent producers to the venue. As such, the Theatre has made major progress in
terms of the diversification of its production and marketing mix, which consequently had a

significant impact on the di versification of audiences.

However, and due to the limited capacity for revenue generation in the main auditorium as a result
of its size, the Theatre is not always in a position to attract sufficient artistic product to the keep
the stages occupied. As a result, the Theatre acts as a producing house, and stages work in a

diverse range of genres, including music, mu s i ¢ a l theatre, comedy, al

In addition, the Theatre plays a significant developmental role by means of providing a venue for
community theatre initiatives in the area, as well as running tuition programmes that provide

instrumental, vocal and dance tuition for students from disadvantaged backgrounds.

During the year under review, the entity had an annual turnover of R10.4 million (2009: R9.6

million) and a staff complement of 22 full time staff members (2009: 22).



To provide a world class centre for the development of the lyric arts.

To showcase the lyric talents of the City.

To become a central feature of development initiatives in the Region and the City as a whole.

To continue to support, develop and offer original, innovative and relevant programming to the residents of
the City of Johannesburg and beyond.

To provide professional services to clients of the theatre.

To ensure the future of the lyric arts in the country by actively contributing to youth and child development
efforts.

are accountable to the community that we serve and act on behalf of the residents
of the City of Johannesburg by focusing our efforts on discovering and meeting our
customersd needs;

believe in transparency and are open to scrutiny in all that we do;

are honest and uncompromising in producing work that meets the service delivery
requirements of our city;

are committed to the transformation of our society and our workplace and will

ensure equity and anti-discrimination in all we do;

show concern for people, support and respect our colleagues and customers and
encourage the growth and development of everyone we work with;

value the fair and consistent treatment of staff and customers;

believe in transparent participation promoting fair, yet efficient, decision-making
while encouraging individuals to accept responsibility for their work and contribution
to the city.




Strategic Objectives

Thest rategic goals and objectives of the Thea
process, which include the priorities of good governance, economic development and job creation,
bylaw enforcement and crime prevention, service delivery excellence, customer care and Batho

Pele, inner city regeneration and HIV/AIDS.

In addition the strategic goals are inclusive of Community Development Sector Plan objectives and

company specific objectives.

I n particular, the entityédés strategic objecti
1 leveraging of t he Theatreobs excell ent facilities,
brands, and to use them as a bridging duwesi

i targeting areas of poverty, aiming to advance and equip disadvantaged people with income
generating skills in the field of the performing arts;

1 addressing the Youth-at-Risk sectors of the community with relevant age appropriate
programmes, involving them in socially conscious arts projects;

1 introducing, promoting and developing the performing arts within disadvantaged
communities by means of community-based workshops;

9 taking the various production brands outside the boundaries of Roodepoort, Johannesburg
and Soweto with the aim of creating awareness for the Theatre and the City of
Johannesburg;

9 creating profitable partnerships with other production companies and educational institutions
who use the venue;

9 promoting and encouraging performing arts that will stimulate discussion on a variety of
challenging issues;

1 elevating the already vibrant, active and exciting cultural venue to a higher level, and
actively contribute to the vision of trans
Africanc i t y 0 ;

1 securing and building vibrant, win-win relationships with our corporate partners and
sponsors, and reinforcing our reputation as an institute that is a responsible and accountable

receptacle of donations.

Overall, the entity endeavours to contribu te to the overall mission of the City of Johannesburg
Metropolitan Municipality i n b-eacigwheragmnunifyf Wo r |
development, personal growth and social mobility are enhanced so that challenges of poverty and

vulnerability, inequality and social exclusion are fundamentally addressed.
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EADERSHIP OVERVIEW

MMC for Community Development Review

As a member of the Mayoral Committee for Community Development it is my
privilege to congratulate the Roodepoort City Theatre (Joburg Promusica) with a

very successful year in the history of the organisation.

The Theatre made significant progress against service delivery targets, which
demonstrates the commitment of the Theatre to contribute to set objectives in the

Community Development Sector plan and the Human Development Charter.

In addition, and facing very harsh economic conditions, the entity generated an
operating surplus, which provides a stable financial base from which to grow

operations.

Our role as Community Development, within the City of Johannesburg, includes the
fostering of an understanding between peoples and cultures, and earning the trust
that is essential to stability and peace in our increasingly complex environment.
We believe that it is one of our primary responsibilities to provide the resources for
our children, teachers, and life-long learners to not only view, but also practice the

art of the theatre in the process of working towards social cohesion.

In this respect it was evident that, throughout the reporting period, the Theatre

remained responsive to the ongoing demands of the developmental needs within in
the broader community. | would like to express my sincere appreciation towards
Management and the Board of Directors for retaining these issues high on the

agenda of service delivery of the Theatre.

As Community Development, we support the work of the Theatre and wish to
create the best environment for their initiatives which, in turn, has benefits for the

whole of our World Class African City.

I look forward to many more years of stimulating, engaging and challenging

theatre productions to an appreciative and growing audience.

Councillor B Sithole
Member of the Mayoral Committee
Community Development
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Joburg Promusica isan important role player in the efforts of the City to develop
and grow the Performing Arts. The Theatre has highly differentiated offerings and
a diverse audience group. It is here that a sincere contribution to community
development, social mobility and personal growth is enhanced through

development theatre, amateur, professional and high quality productions.

Even though 2010 was faced with an economic downturn, | am pleased to
announce our success indelivering our mandate from the City by achieving most

of our scorecard deliverables.

The Board of Directors is continuously aspiring to be at the forefront of good
Corporate Governance. | am pleased that our Human Resource and Remuneration
Committee has accepted an additional mandate of an Operational function

delegated by the Board.

The Board together with t he Management team has spent a significant amount of
time developing the strategic direction for the 2011/12 financial year. We believe

that the new direction allows for greater involvement by more of our stakeholders.
Having said the above, | would like to thank Management team and the staff of

the Theatre, all Board Members and the continuous support from the City and

Shareholder unit for all the hard work and support over the last financial year.

/")
sl e obs
o */?Z(/C e

ZA Jacobs

Chairpersan: Board of Directors
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Zeona Jacobs (47) Maretha Smit  (39) Nades Kandan (46)
Dipl.Bus Mngt(Damelin) BA (PsychYgivStdlenbosch Dipl. Info. Tecklrv. Jhb
MngtAdv PrgmDipl (Wits) MBA {nivEdinburgh) MDP (UNISA)

Dipl. Bblic Relations (Dameli Higher DidIT Audit (Wits)

Exec Leadership Prog. (GIB¢
Master in MngVit3

Mavuso Shabalala (41) Kathleen Dlepu (52) Bongani Mbokazi (41)
BA(BSocSC) B ProdUniv. North) BA(UnivZululand)
MBL(UNISA) LLB (Univ. North) BA Hons (UniZululand)
Dipl Bus Mngt Certificate in Commercial La\ MA(UnivJhb)

Emma Renzi (84) Jerry Steeneveldt  (61)
Performance Di@@ape Town Dipl. Prod. Mn@tvits)
Licentiat@NISA

Dipl London Ggra Studio
Doctorate of Mugimiv Potch
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Chi ef Executive Officerods Revi e\

The quote Achange | s t h e is attribued to dsreek? philegogher
Heraclitusi and | 6 m s ur e nlythave gaihed this wisddmdfrono running
a state theatre company! The environment that we work in , is one of inconsistent
consumer preferences, unpredictable artistic temperament, changing service
delivery imperatives and ever increasing statutory requirements. As such, we have
new experiences and fresh challenges day after day, and show after show. And
we would not want it any different ly!

The effects of the collapse of the financial markets during 2008 were still with us
during the 2009/10 financial year and, like all organisations, both profit and non -
profit, we had to make difficult choices to reduce costs to ensure operations were
in line with revenue. Consumer confidence is greatly affected during strenuous
economic periods, and the leisure rand is one of the key consumer choices
impacted, in favour of debt reduction. In this context, it was clear that the
economic downturn has indeed put a damper on the ability of the Theatre to
attract audiences, and the massive competitive entertainment value offered by the
2010 World Cup did not help.

Thatsaid,the companyds 104miliororepeesent®an indRease of 8.4%
on 2008/09 figures and, by managing budgets strategically, the end of the year
showed a modest surplus of R87 865. While pleasing, this result seeded only the
beginnings of a modest operational ca
carry unforeseen loss in future years remains precarious.

In addition, to some extent, our efforts to remain financially healthy are affecting
the artistic vibrancy of the company. We are concerned with the trend to smaller
productions and the employment of fewer actors. We would like to invest more in
new South African works that are a little bit more edgy, and a little more dazzling.
We wish to make more impact on building artistic and cultural capacity, but for
that, we need to have a healthy support base of external funders in the arts and
the impact of the economic crunch on private sector sponsorships for the arts is
still with us.

Ongoing refinement in company operations during the year, continued to sharpen
our focus creatively, technically, and administratively, with a purpose to present
our work in the most conducive, safe and welcoming environment for audiences.
As such, we have made further progress with the upgrading of our facilities, and |
am proud that we now have two venues of unparalleled acoustics, intimacy and
comfort, with foyers that audiences like to mingle in.



2009/10 saw the successful implementation of reconfigured accounting and
reporting procedures. The companyés
capacity and projecting our needs and strategies into the future was well
supported by these changes. The system and internal controls have improved,
resulting in a clean audit report, and management continues to monitor the
progress going forward.

Broad public access to productions was sustained through an average ticket price
of less than R100. To have audiences laughing and crying, emitting gasps of
shock and whoops of pleasure, is after all what theatre is about.

Our development initiatives are going from strength to strength, and with formal
accreditation by the MAPPP-SETA, the learners on our tuition programmes are
now working with structured curricula and going for regular external examinations.
With the generous assistance of the Community Development department of the
City of Johannesburg, we ran a very successful Early Childhood Development
programme, which introduced teachers and children from disadvantaged areas to
performing arts as a mechanism for learning.

We have also had the priviledge of subsidising 1745 attendees from
disadvantaged school groups to our auditorium and basement productions
throughout the year. Each year we discover new ways to engage our student
and teacher audiences, and our development programme has a special focus on
getting young people to experience theatre in a professional environment.

In achieving all of the above, | am grateful, as ever, to our fantastic staff. We
have an extraordinary team of staff who work with us day to day, as well as a

rich diversity of talented actors and creatives who join us for each show and while
we had moments of stress and high drama (we are a theatre after all), generally
people were happy to work with and for us.

And finally, let me express my sincere gratitude to our thousands of audience
members who come together for every production to experience the magic of live
theatre. Theatre is a communal experience and it would not be possible w ithout
you. Thank you for such a memorable year.

Maretha Smit
Chief Executive Officer

13
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Revenue

During the year under review, the Company derived its revenue from donations,
theatre rentals, refreshment sales, ticket and programme sales, industrial theatre
and event management projects, the municipal subsidy, investments and
miscellaneous revenue.

Total revenue increased by 8.4% from the previous year to R10.4 million. Theatre
rental showed a remarkable increase of 23.5%, compared to the previous year.
The increase was as a direct result o
operational despite the adverse trading conditions. Total event management and
donations income of R1.2 million has more than quadrupled in comparison to the
previous year. R0.87 million of this amount was received from the City of
Johannesburg as sponsorship for an internally produced music show, Coming
Home, and event management fee for the management of Africa Day on behalf of
the City.

The subsidy from the Shareholder, the City of Johannesburg Metropolitan
Municipality, made up 80.4% of total revenue received, which is once again an
improvement on the previous financial year (2009: 80.9%). The economic
recession had a negative impact on ticket sales and investment income, but the
rest of the revenue streams show an upward trend.

Results of Operations

The increase in total operating costs by 10% as compared to the previous year
was mainly due to the additional cost of R0.4 million incurred in the production of
Coming Home, a music show. The costs were covered by the sponsorship
received from the City of Johannesburg.

Excluding the cost of the show, total costs increased by 5.6% which is lower than
both the rate of inflation and revenue growth. The marginal growth in costs was a
direct result of measures introduced by management to reduce costs in line with
the projected decrease in revenue.

Employee costs decreased by 2.7%, when compared to the previous year. Two
factors contributed to the decrease, i.e. vacancies in senior management posts
during the year, and the reclassification of artist fees from employee costs to
general expenses in the period under review. The reclassification also explains

1

—,



the increase in general expenses in relation to the previous year. The increase in
repairs and maintenance was due to maintenance of the theatre foyer area which
could not be capitalized.

The Company posted a surplus of R0.09 million for the period under review,
against a surplus of R0.2 million for the previous year, despite the tougher trading
conditions.

Cash Flow

Effective cash flow management and cost containment resulted in a favorable cash
position for the company for the period under review. The municipal subsidy of
R8.4 million contributed 77.6% to the financing of operational expenditure, which is
a significant improvement on the previous financial period (2009: 83.6%). The rest
of the expenses were funded by internally generated revenue.

Cash utilized to acquire movable and intangible assets amounted to 3.9% of the
total cash receipts of R10.6 million. The Company ended the year in a favourable
cash position with cash on hand being R0.76 million. This is less than in the
previous financial year (2009: R1.3 million), but is due to early settlement of debts
(i.e. less accruals) in the current year.

Balance Sheet

The company further improved its solvency in the year under review with the total
assets exceeding total liabilities 3.4 times (2009: 2.4 times, and 2008: 1.25 times).

Despite tough economic conditions, liquidity showed a further improvement of
18.2% compared to the previous year, and the current ratio also improved to 1.3:1,
following the slight decrease in the previous year (2009 = 1.1:1, and 2008 = 1.2:1).

The decrease in the Trade & Other Payables and Trade & Other Receivables at
year-end was as a result of the better working capital management, in that
settlement and collection periods were improved.

&

Kibiti Lephoto
Chief Financial Officer
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Senior Management Team

Maretha Smit Kibiti Lephoto
Chief Executive Officer Chief Financial Officer

frf :
f
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B

Louis van Aswegen Tsholofelo Dibakwane
Administrative Manager Corporate Officer
Vacancies at year -end: Chief Operating Officer

Marketing Manager
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ERFORMANCE REVIEW

Highlights and Achievements

In the context of the economic downturn and the effect thereof specifically on the entertainment
industry, the overall performance of the Roodepoort Theatre for the year has been very good 1
both in terms of the service delivery t argets set in the Balanced Scorecard, and in terms of
financial performance of the Theatre. The Theatre managed to keep the stage occupied with
educational and professional entertainment of the highest standard and built its profile in the
media and general public as a Theatre of stature.

With regards to delivery on the service delivery targets, the following were highlights for the year:

T The theatre reduced the number of fdark ni
occupation by external companies by 89%. This is also in line with the strategy to improve
profitability through the receiving house model, as opposed to staging internal productions.

1 The percentage of artistic expenditure directed towards women in the arts exceeded the
annual targets.

1 The Theatre offered subsidised tickets to 1745 children, thereby exceeding its targets for
exposure of children and vulnerable groups to the theatre by 75%.

1 The numbers of learners in artistic tuition programmes are exceeding targets by 45%.

The Theatre exceeded its targets for BEE procurement by 4%.

The Theatre was furthermore very successful in managing its financial resources during the period
under review. It was in the position to complete the year within the parameters of the original
budget for the year, and reflecting a small surplus.

A comprehensive review of the business model has resulted in a change in direction and
positioning of the Theatre, and management endeavoured throughout the year to continuously
align business operations with the changes in strategic focus.

A significant concern is still the relationship with the National Lottery, which has been unstable for
the past four years. The matter is in the process of being addressed with the assistance of the City
of Johannesburg and once the relationship has been restored, the Theatre will be in a position

again to apply for funding and stage productions with the assistance of the Lottery.

Set out below, is an analysis of the entityb s per f or mance against irt
2009/10 as set out in its business plan or the year under review. Significant progress against the
set targets has been made, which can be attributed to solid corporate governance, sound
management and management systems, clearly focused objectives, and efficient and effective
staff.



PERFORMANCE INFORMATION FOR THE YEAR ENDED 30 JUNE 2010

As submitted to the Auditor-General on 30 August 2010

In order to achieve compliance with the Auditor-General directive, the performance assessment (as per section 121(4)(c)) compare the actual performance against the
measurable performance objectives set in the Business Plan and other agreements between the Roodepoort Theatre and the City of Johannesburg

Five-year IDP Programmes Target Quarterly
Five-year strategic and lKey Programme 2009/10 Delivery Agenda | Key performance area | KPI No Key performance indicator i ) -
objective Achievement 200912010 Q1 Q2 Q3 04
Steadily increasing | Theatres support for the arts |Promoting the theatreto  |Receiving House 1.1 |Number of days theatre occupation by external 75 days 20 20 15 20
percentage of programme new and diverse companies 142 days 25 34 49 34
residents who have audiences through
either participated in, expanded entertainment 1.2 |Number of patrons attending performances 30000 patrons | 9000 8000 5000 7000
or attended a CoJ-led and promotional 25157 patrons 7081 8641 5736 1699
arts, culture or programmes
Steadily increasing | Theatres support for the arts |Promoting the theatre to  |Producing House 21 |Number of productions targeting previously 4 productions 1 1 1 1
percentage of programme new and diverse disadvantaged audiences 4 productions 1 1 1 1
residents who have audiences trough 22 |Percentage of artistic expenditure dedicated 0% 30% 0% 0% 0%
either participated in, expanded entertainment towards featuring women in arts tbe 3% 34% 30% 1%
or attended a CoJ-led and promotional
arts, culture or programmes 23 |Number of PWD’s in productions staged 2 0 0 1 1
heritage initiative 1 0 0 1 0
24 |Number of visits by production companies to 1 production 0 0 1 0
othervenues 1 production ] 0 1 0
Increasedrange of  |Youth Development Providing subsidised Site of Learning 3.1 |Exposing children and youth to theatre by means | 1000 children 0 1000 0 0
youth activities and Programme instrumental, vocal and of subsidising tickets to age-appropriate 1745 children 0 758 987 0
youth representation dance tuition productions
In City activties 32 |Number of emerging artists incubated through | 100 leamers | 100 100 100 100
theatre programme (tuition schemes ) 145 learners 202 202 145 145
‘Well-managed City  |Sound Governance Clean Audit Effective Financial 41 |% Spend against OPEX budget 100% 100% 100% 100% 100%
Management 100% 3% 116% 90% 115%
42 |%Spend against CAPEX budget 75% 25% 50% 5% 100%
100% 100% 100% 100% 100%
43 |Attainment of clean audit 100% 0% 0% 100% 100%
100% 100% 100% 100%
44 |Procurement spent on BEE and SME of total T0% T0% 70% T0% 70%
procurement 4% T9% 83% G4% 52%
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Assessment of Arrears on Service Charges

Assessment of Municipal Taxes and Service Charges owed to Roodepoort City Theatre

No arrears applicable

Amounts owed by Roodepoort City Theatre

No arrears applicable

Assessment of Directorsbo

and

for service charges

aceauntso r

manager so

Name of Designation Name of Municipal Account

Director/Senior Municipality Account Status as at
Manager Number June 2010

ZA Jacobs Chairperson (non-exec) | City of Johannesburg 206768540 Current

JG Steeneveldt Non-Exec Director City of Johannesburg 300158006 Current

E Renzi Non-Exec Director City of Johannesburg 400039002 Current

MB Mbokazi Non-Exec Director City of Johannesburg 900061246 Current

HL Dlepu Non-Exec Director City of Johannesburg 504465968 Current

MM Shabalala Non-Exec Director Ekurhuleni Municipality | 1800026016 Current

N Kandan Non-Exec Director City of Johannesburg 501439448 Current

MJ Smit Executive Director City of Johannesburg 440409404 Current

KA Lephoto Senior Management City of Johannesburg 403496310 Current

LF Van Aswegen Senior Management City of Johannesburg 402294086 Current

T Dibakwane Senior Management City of Johannesburg 207392668 Current




Recommendations and Plans for the next Financial Year

The main focus for the next financial year, is to finalise the new business strategy of the
organisation. The entrepreneurial approach that was adopted to generate revenues in the face of
the withdrawal of sponsorship funding, reaped results in the short term, however, has led to a
certain amount of brand confusion. Clarification of the role and positioning of the Theatre and the
appropriate revenue streams to support the business model will therefore continue to be a major

focus area.

The Receiving House will specifically focus on attracting productions with a high level of audience
appeal, which will not only increase revenue generation from this source of income, but will also

deliver on the objective of increasing the number of visitors to the Theatre,

In terms of the continuation of its artistic ef forts, the Producing House will specifically focus on the
improving the commercial feasibility of productions through building partnerships with funding
agents and other Theatres, in order to reduce the financial risks attached to the sole sponsorship

of productions.

Furthermore, at the core of our service delivery mandate stands our commitment to community
development, and the forthcoming year will once again see significant progress with regards to the
formalisation of our Site of Learning, specifically with a focus on the development of skills in
indigenous music. Programmes will be developed with an aim to expand the role and contribution
of the arts to society 7 either by means of formal tuition programmes, or through using the arts as

a medium of communication to the wider community. Through these programmes, we would like
to see the realisation of opportunities for people in the performing arts, with a purpose to

increasing the number of poor people getting their foot on the ladder of development.

21
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ORPORATE GOVERNANCE

Statement of Compliance

The Board of Directors and Executives recognise and are committed to the principles of openness,
integrity and accountability advocated by the King Il Report on Corporate Governance, the MFMA
and MSA. Through this process, the shareholder may derive assurance that the entity is being
ethically managed according to prudently determined risk parameters in compliance with generally
accepted corporate practi s e ancewithwing ill Cade onrCgrpotate ¢
Governance forms part of the mandate of the Audit Committee. The entity has complied with King

Il Report to the best of its knowledge during the year under review.

The Board of Directors has incorporated the City of Johannesbur gos Cor g
Protocol (the Protocol) in its Board Charter, which inter alia regulates its relationship with the City of
Johannesburg as its sole member and parent municipality in the interest of good corporate

governance and good ethics.

The protocol is premised on the principles enunciated in the King 1l Report for Corporate
Governance for South Africa .The Company steadfastly consolidated its position in respect of
adherence to the King IIl report on Corporate Governance. The Rood epoor t Cit
practises are, in most material instances in line with the principles set out in the King Ill Report.
Ongoing steps are however taken to align pra

Board continually reviews progress to ensure that good Corporate Governance is improved.

During the period under review the company entrenched its risk management reviews and
reporting, and compliance assessments were conducted in terms of the Companies Act and the
Municipal Finance Management Act (MFMA).

The annual report for the previous year was effectively completed in accordance with the terms of
Section 121 of the Municipal Finance Management Act. The current financial report was guided by

the same principles.

23
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Code of Ethics

The company has developed a Code of Conduct (
Board and applies to all directors and employees. The Code is regularly reviewed and updated as

necessary to ensure it reflects the highest standards of behaviour and professionalism.

In summary the Code requires that at all times, all company personnel act with utmost integrity
and objectivity and in compliance with the letter and spirit of both the law and company policies.
The Code is discus®d with each new employee as part of his or her induction training and all
employees are asked to sign an annual declaration confirming their compliance with the Code.

Failure by employees to act in terms of the Code results in disciplinary action.

The directors believe that ethical standards are being met and fully supported by the ethics

programme. A copy of the Code is available to interested parties upon request.

Breach of Governance Procedures

There was no breach of governance procedures during the year under review.

Conflicts of Interest

No conflicts of interest had been declared during the year under review.



Governance Structure

The Roodepoort City Theatre has a unitary Board, which consist of one executive and seven non-
executive directors. The Board is chaired by a non-executive director.

The Audit Committee is supported by two independent Audit Committee members.

Board of Directors

The Board of Directors has adopted a Board Charter which encapsulates the City of Johannesburg
Governance Protocol and includes matters of ethics, procedure and the conduct of committee
members.

The Board meets regularly, at least quarterly, and retains full control over the company. The Board
remains accountable to City of Johannesburg Metropolitan Municipality (the sole member),

sponsors and donors, and its stakeholders, the citizens of Johannesburg.

The Board provides Monthly, Quarterly, Bi-annually and Annual reports on its performance and
service delivery to the parent municipality as prescribed in the MFMA and the MSA. The entity is in
the process of concluding a Service Delivery Agreement (SDA) in accordance with the provisions

of the MSA, which wil!/l govern the entityo6 rel

Non-executive Directors contribute an independent view to matters under consideration and add to
the depth of experience of the Board. The roles of Chairperson and the Chief Executive Officer are

separate, with responsibilities divided between them. The Chairperson has no executive functions.

The company appointed a Corporate Officer as from May 2010, to take the role as a Company
Secretary for the year under review. This role is responsible for general administration of the
Board, ensuring compliance to corporate governance practices and relevant legislation, and the
facilitation of good relationships with the shareholder. Members have unlimited access to the
Company Secretary, who acts as an advisor to the Board and its committees on matters including
compliance with Company Rules and Procedures, statutory regulations and best corporate
practices. Prior to the appointment, these roles were fulfilled by the senior management of the

organisation.

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

company, obtain the advice of independent professionals.
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Board Committees

The Board has two Committees which have been established to consider issues and strategies
within common areas in order to advise and guide the Board. An Audit Committee and a Human
Resources Committee functioned during the period under review, both of which are chaired by a

non-executive director.

During the period under review there were no additional committees that deal specifically with
matters such as remuneration, strategic planning, operations, marketing and finance. All these
functions were dealt with through the Audit Committee, Human Resource Committee and at Board

Meetings.

Audit and Risk Committee

During the year under review, the scope of the Audit Committee has been expanded to include
responsibilities for risk management and performance information. The role of the Committee is to
assist the Board in performing an objective and independent review of the functioning of the

organi s at ieaiskéand interna @omtmol mechanisms. It operates in accordance with the
written charter approved by the Board and exercises its functions through close liaison and
communication with management, as well as the internal and external auditors.

The Audit Committee is comprised of two non -executive directors and two independent members.
The committee is chaired by a non-executive director who is not the Chairman of the Board. Both
the internal and external auditors have unrestricted access to the committee which ensures that

their independence is in no way impaired or compromised.

During the period under review, Ms H Dlepu resigned as Chairperson of the Audit Committee, but
remained an ordinary member of the committee. In addition, Mr MM Shabalala r esigned from the
committee. Mr N Kandan was appointed as Chairperson of the committee.

The Audit committee consists of the following non -executive directors:

1 Mr N Kandan (Chairperson)

1 Ms H Dlepu

1 Mr Z Samsam (Independent member)

i Mr JP Froneman(Independent member)

The committee held five meetings during the period under review. These meetings are attended

by both the external and internal auditors and appropriate members of the executive management.

The Audit Committee has reviewed the financial statements, accounting policies and risk

assessments,and recommendations were made to the Board for adoption and approval.



Human Resources and Operations Committee

The role of the Human Resources Committee is to influence and approve Human Resources
policies and strategies, to monitor compliance with the Employment Equity Act, to make
recommendations to the Board on the appointment, replacement and remuneration of directors and
senior management, and to monitor the organisational culture and ethical conduct of the company,

its management and employees.

During the period under review, the Human Resources Committee consisted of the following

members:
1 Mr MM Shabalala (Chairperson)
T MrJG Steeneveldt
1 Ms E Renzi
1 Mr BL Mbokazi

In view of a reduced workload, it was resolved during the period under review that the Human

Resources Committee take on additional responsibilities to monitor the operations of the Theatre.

The Committee has been reconstituted as a Human Resources and Operations Committee and the

Charter for this committee has been reviewed in line with the additional responsibilities. This

Committee will be operational as from July 2010.

Internal Audit

Due to the size of the entity, the Roodepoort City Theatre does not have an in -house internal audit
department. The internal audit function was outsourced to and conducted by Gobodo Inc., with its
responsibilities defined by the Audit Committee of the Board of Directors as part of their oversight
function. The scope of Internal Audit encompasses the adequacy and effectiveness of the

company's systems, financial internal controls and accounting records and governance.

The internal audit was conducted on a quarterly basis and findings were reported to management,
the Audit Committee, and the Auditor -General. The internal audit manager reports administratively
to the Chief Financial Officer and to the Chief Executive Officer, and reports functionally to and has

direct access to the Chairperson of the Audit Committee and the Board.

The internal auditor has provided satisfactory assurance that the system of internal control for the
financial and non-financial systems and accounting records are fundamentally sound. In the next

financial year internal audit will also review the governance and risk management areas.
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Schedule of attendance of meetings

Directors Board Audit HR COJ Audit Other

Meetings  Committee Committee Com
Meetings Meeting Meeting

No. of meetings held 4 il 4 3 M, 4 71 4
J. G. Steeneveldt 4 - 3 - 2
M. M. Shabalala 3 3 3 - 2
H. K. Dlepu 4 4 - 2 3
B. L. Mbokazi 3 - 3 - 3
E. Renzi 3 - 3 - 3
M. J. Smit 4 4 3 - 2
N. Kandan 2 2 - 2 3
Z. A. Jacobs 4 - - - -
Independent Audit Committee Members

J. P. Froneman - 4 - - -
Z. Samsam - 3 = = =

Registers are kept and updated on the disclosure and declaration of interests of directors and senior
management. The Board and Senior Management ensure that there is full material compliance to all relevant
legislation. Management has certified in terms of Section 268(d) of the Companies Act that all statutory

returns have been submitted to the Registrar of Companies.
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NON-EXECUTIVE DIRECTOR& REMUNERATION

Meeting Fee| Other Retainer Total
Name Designation R R R R

1 [Z.A. Jacobs Non-executive Director (Chairperson) 60 035 39675 99 710
2 [J.G. Steeneveldt |Non-executive Director 39 690 19 840 59 530
3 |M.M. Shabalala |Non-executive Director 56 242 19 840 76 082
4 |E. Renzi Non-executive Director 44 003 19 840 63 843
5 |H.K. Dlepu Non-executive Director 56 588 19 840 76 428
6 |B. Mbokazi Non-executive Director 43 660 19 840 63 500
7 [N. Kandan Non-executive Director 51 410 19 840 71250

TOTAL 351 628 158 715 | 510 343

EXECUTI VE DI RECTOR®S REMUNERATI ON

Name Designation Salary Bonus Total
1 [M Smit Chief Executive Officer 855 841 71 320 927 161
TOTAL 855 841 71320 927 161

INDEPENDENT AUDIT COMMITTEE MEMBERS REMUNERATION

Meeting Fee| Other Retainer Total
Name Designation R R R R
Independent Audit Committee
1 |Z. Samsam member 14 880 14 880
Independent Audit Committee
2 | K. Froneman member 19 840 19 840
TOTAL 34720 34720

SENIOR MANAGEMENT REMUNERATION

Name Designation Salary Bonus Total
1 [K Lephoto Chief Financial Officer 340 000 - 340 000
2 |A Letts Chief Operations Officer 421 073 30 997 452 070
3 [T Dibakwane Corporate Officer 54 150 - 54 150
4 |Lvan Aswegen |Administrative Manager 301 506 25126 326 632
TOTAL 1116729 56123 |1172852
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USTAINABILITY REPORT

Sustainability is a key requirement of King Il I. This report is aimed at providing a balanced,
transparent and understandable view of t he
includes the entityés contribution to the ec:t

business.

The Theatred6s main revenue streams are:
1 Subsidisation from the City of Johannesburg
1 Private sector donations and sponsorships
1 Theatre rental
1 Ticket and programme sales

Despite its continued efforts in attracting external sponsors, the ability of Promusica Theatre to
continue operations as a going concern is still dependent upon continued funding from the City of

Johannesburg Metropolitan Municipality.

A comprehensive Fundraising Strategy is in place, which assists with the systematic building of a
funding pipeline, however, the conversion of the pipeline opportunities to actual funding is

problematic in the current economic climate.

It is, however, evident that the recent revision of strategy with regards to the production mix is
expected to result in a substantial increase in the revenue generated from theatre rental and ticket

sales.

Stakeholder engagement

The Board and Management of Joburg Promusica is in continuous informal discussion with various
stakeholder groups. As such, the production schedule and tuition programmes are shaped and

updated. A more formal market research process is planned for the next financial year.

Risk Management Governance and Processes

Ef fective risk management is integral ing valtehce
the business. Management is continuously developing and enhancing its risk and control
procedures to improve the mechanisms for identifying and monitoring risks. Management reports

on the Risk Register to the Audit Committee and Board of Directors at least once every quarter.



Operating risk is the potential for loss to occur through a breakdown in control information,
business processes and compliance systems. Relevant policies and procedures are in place tc

manage this risk on an ongoing basis.

In order to meet its responsibility with respect to providing reliable financial information, the

Theatre maintains financial and operational systems of internal controls. These controls are
designed to provide reasonable assurance that transactions are concluded in accordance with
management authority, that the assets are adequately protected against material loss or

unauthorised acquisition, use or disposal and that those transactions are authorised and recorded.

Internal auditors monitor th e operation of the internal control systems and report findings and
recommendations to management and the Board of Directors. Corrective actions are taken to
address control deficiencies and other opportunities for improving the system as they are defined .
The Board, operating through its Audit Committee, give guidance in the financial reporting process

and internal control systems.

There are, however, inherent limitations in the effectiveness of any system of internal control,
including the possibility of human error and the circumvention or overriding of controls.
Accordingly, even an effective internal control system can provide only reasonable assurance with
respect to financial statement preparation and the safeguarding of assets. Relevant procedures
with regards to segregation of duties, transaction authorisation, supervision, monitoring and

financial and managerial reporting were in place during the year under review.

Socio -Economic Development

The companybés Cor por at eosoghy and uhctioRleagepoven the years| bedny
broadly underpinned by the concept of sustainable development. The company has documented
its programmes in a comprehensive Community Development Strategy, which is aligned to the
Community Development Sector Plan of the City of Johannesburg and during the year under

review, the Theatre has made good progress with the implementation of this strategy.

The long-term sustainability of projects is encouraged, additional donors attracted and formerly
disadvantaged communities are empowered. During the year under review, the company
delivered a range of tuition programmes in the performing arts to learners from disadvantaged

areas.
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Transforming and Empowering Employees

Joburg Promusicéd s o v er addsancelnjpd cotyiew i s to ensure tha
practices and remuneration policies motivate and retain talented employees and creates an
attractive environment for all employees. We aim to be the employer of choice in our field and to

be at the top end of compliance by including such requirements into working practices.

A Corporate Officer was appointed to perform duties in the Human Resource department, with
payroll being managed by the Finance Department. At year end, the entity had t hree vacancies, in
the positions of COO, Marketing Manager and PA respectively. The marketing function is currently

being administered through a temporary employee, supported by outsourced publicity services.

Skills Development and Training

The organisation is committed to the maintain high standards of service and performance delivery
by supporting and training staff through a skills development programme, which aims to develop
both technical and people skills required for the company to conduct its business on an effective
basis. Due to the size of the entity, we have not been registered with the Department of Labour in
terms of the Skills Development Act. The Theatre did however make provision in their operational

budget (2% of the salaries allocation) for skills development.

Employment Equity

The company has employment policies that it believes are appropriate to the business and the
market in which it trades. Equal employment opportunities are offered to all employees. We firmly
endorse the four key areas of employment equity identified by the Employment Equity Act:

1 elimination of discrimination in decision-making;

1  promotion of employee diversity;

9  reduction of barriers to advancement of the disadvantaged; and

1

introduction of measures and procedures for transformation.

The Theatrebs employment equity programme i s
required targets. Due to the size of the organisation, however, opportunities for rapid progress in
this regard are limited. The conviction to ensure material participation of previously disadvantaged
companies and individuals is demonstrated by the degree of procurement spent on the designated

companies and individuals.



Employment Equity Profile as at 30 June 2010 (includes permanent and part-time

employees)

o i I Foreign
ccupationa Nationals Total
Levels
Male Female
Top management 1 1
Senior management 1 1 1 3
Professionally qualified
and experienced
S . 1 1 2
specialists and mid-
Jmanagement
Skilled technical and
academically qualified
workers, junior 4 1 5
Jmanagement,
supervisors, foremen,
and superintendents
Semi-skilled and
discretionary decision 1 1
Imaking
Unskilled and defined
. ] 6 1 7
decision making
TOTAL PERMANENT 11 1 4 0 1 2 19
Temporary employees 1
Part-time employees 10 5 15
GRAND TOTAL 21 1 9 0 1 2 35

Performance Management

Performance Management was implemented for all management levels on the organisational

structure. The balanced scorecard is the tool being used for measurement. The performance

indicators are linked to the Company objectives and the IDP scorecard. Additional objectives are

included to reinforce the culture of governance and risk management among managers.

The Theatre will continue to set new standards of service delivery and its customer relationship

programme will serve as a pillar for ongoing success. The entity remains firm in its commitment to

sound stakeholder relationships and is committed to managing both short-term and long-term plans

to standards that will ultimately benefit its communities.
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HIV/AIDS in the Workplace

The management of HIV/Aids is an important challenge facing every organisation in our country
and the Theatre endeavours to pro-actively manage the risks posed by this pandemic. A policy
with regards to HIV/Aids in the Workplace was approved and all staff attended information sharing
sessions. In order to achieve the policy objectives, the organisation has formed an HIV/Aids
committee which consists of a facilitator and two peer educators. To build on the awareness
programme, an ongoing education programme has been instituted. The first phase of this
programme was to train peer educators who will then provide HIV/Aids education to all staff on an
ongoing basis. Peer educators received training on lay counselling, grief management, company

benefits, first aid and treatment of workplace injuries.

Employee Benefits

The Theatre operates in an environment where all fixed term contract staff receive a total cost to
company package and each individual is responsible for his/her own deductions with reference to
their benefits. Technical staff, however, retained their employee benefits with their transfer from
the CoJ to the theatre. These technical staff members are provided with pension benefits from the
Municipal Gratuity Fund, but the Theatredoes not make any contri but
medical aid.



Supply Chain Management and Black Eco nomic Empowerment

The Roodepoort City Theatre has adopted Supply Chain Management systems in compliance with
the provisions of the MFMA and the National Treasury: Municipal Supply Chain Management
Regul ati ons, 2005. The | mpl politeesis ia line with the regulatibne
which seek to modernise financial governance and improve accountability and transparency in the

entitydéds processes is monitored by the Financ

Even though the Theat onsare of auch nature that eestainaaguiremienisn
within the MFMA and the National Treasury regulations are not applicable to the Theatre, the entity

is committed to enhance Broad-Based Black Economic Empowerment.

As such, the Board has ensured that the procurement policy embraced the objectives of Broad-
Based Black Economic Empowerment and the Chief Executive Officer, as the Accounting Officer of

the Company, was tasked as the custodian for effective implementation.

The Theatre has spent 74% of itsprocu r e ment on SMME&ds and BEE co
No unsolicited bids were made by the company.

Due to the lack of appropriate internal systems the entity cannot quantify the number and value of
awards made to spouses, children or parents of persons in the service of the State, or have been in

the service of the State in the previous twelve months, as required by Regulation 45 of the Local

Government: Supply Chain Management Regulations, 2005.
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Director 06s Re sSmemesti

The directors are required by the Municipal Finance Management Act (Act 56 of 2003), to maintain adequate
accounting records and are responsgble for the content and integrity of the annual financial statements and
related financial information included in this report. It is the responsibility of the directors to ensure that the
annual financial statements fairly present the state of affairs of the entity as at the end of the financial year and
the results of its operations and cash flows for the period then ended. The external auditors are engaged to
express an independent opinion on the annual financial statements and were given unrestricted access to all
financial records and related data.

The annual financial statements have been prepared in accordance with Standards of Generally Recognised
Accounting Practice (GRAP).

The annual financial statements are based upon appropriate accounting policies consistently applied and
supported by reasonable and prudent judgements and estimates.

The directors acknowledge that they are ultimately responsible for the system of internal financial control
established by the company and place considerable impatance on maintaining a strong control environment.
To enable the directors to meet these responsibilities, the directors set standards for internal control aimed at
reducing the risk of error in a cost effective manner. The standards include the proper d elegation of
responsibilities within a clearly defined framework, effective accounting procedures and adequate segregation
of duties to ensure an acceptable level of risk. These controls are monitored throughout the company and all
employees are required to mai ntain the highest et hical standal
conducted in a manner that in all reasonable circumstances is above reproach. The focus of risk management in
the company is on identifying, assessing, managing and monitoring all known forms of risk across the company.
While operating risk cannot be fully eliminated, the company endeavours to minimise it by ensuring that
appropriate infrastructure, controls, systems and ethical behaviour are applied and managed within
predetermined procedures and constraints.

The directors are of the opinion, based on the information and explanations given by management, that the
system of internal control provides reasonable assurance that the financial records may be relied on for the
preparation of the annual financial statements. However, any system of internal financial control can provide
only reasonable, and not absolute, assurance against material misstatement or deficit.

The directors have reviewed t hbeyeaoton3Dadung 2Kl ard arstle lightlob \
this review and the current financial position, they are satisfied that the company has or has access to adequate
resources to continue in operational existence for the foreseeable future.

The company is wholly dependent on the City of Johannesburg Metropolitan Municipality for continued funding
of operations. The annual financial statements are prepared on the basis that the company is a going concern
and that the City of Johannesburg Metropolitan Municipality has neither the intention nor the need to liquidate
or curtail materially the scale of the company.
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Although the directors are primarily responsible for the financial affairs of the company, they are supported by
the company's internal auditors.

The external auditors are responsible for independently reviewing and reporting on the company's annual

financial statements. The annual financial statements have been examined by the entity's external auditors and
their report is presented herewith.

The annual financial statements set out on pages 48 to 71, which have been prepared on the going concern
basis, were approved by the directors on 30 November 2010 and were signed on its behalf by:

o % e

Z A Jacobs M J Smit

Chairperson (Non-Executive) Chief Executive Officer
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Di rector o6

The directors submit their report for the year ended 30 June 2010.

1. INCORPORATION
The company was incorporated on 29 April 1981 and obtained its certificate to commence business on
the same day.

2. REVIEW OF ACTIVITIES

Main business and operations

The company is a Municipal Owned Entity. Its principal activity is theatre entertainment and education
in arts and culture through community development projects and operates principally i n South Africa.
There were no major changes in activities of the company during the year.

The operating results and state of affairs of the company for the year are fully set out in the attached
annual financial statements and do not in our opinion requir e any further comments.
Net surplus of the company was R 87,865 (2009: surplus R 220,125).

3. GOING CONCERN

On 30 June 2010, the company had accumulated surplus of R 558,474 and that the company's total
assets exceed its liabilities by R 2,342,523.

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

The ability of the Roodepoort City Theatre to continue as a going concern is dependent on receipt of
continual funding from its sole owner, the City of Johannesburg Metropolitan Municipality. The subsidy
received from The City of Johannesburg Metropolitan Municipality during the year was R8,363,000
(2009: R7,769,000).

Should the subsidy be withdrawn, it is management's firm opinion that the company would not be in a

position to continue as a going concern and would be unable to fulfil its current mandate. Management
is not aware of any reason that could cause the City of Johannesburg Metropolitan Municipality to
withdraw its financial support and therefore have no reason t o believe that the company would not be
operating in the foreseeable future.

4. SUBSEQUENT EVENTS
The directors are not aware of any matter or circumstance arising since the end of the financial year up
to the date of this report, not otherwise dealt with in the annual financial statements, which significantly
affect the financial position of the company or the result of its operation that would require adjustments
to or disclosure.
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DIRECTORS' INTEREST IN CONTRACTS
The non-executive and executive directors had no interest in any contracts awarded during the financial
year under review.

CONTRIBUTION OF THE OWNER
There were no changes in the authorised or issued share capital of the company during the year under
review.

BORROWING LIMITATIONS

In terms of the sale of business agreement, the Roodepoort City Theatre does not have the authority to
borrow funds on its own behalf. All external funding is managed under the auspices of The City of
Johannesburg Metropolitan Municipality Asset and Liabilty Committee.

NON-CURRENT ASSETS

The theatre upgraded the building infrastructure during the year under review. There were no major
changes in respect of the use thereof. All inmovable assets were capitalized in the accounting records
of The City of Johannesburg Metropolitan Municipality and moveable assets were recorded in the
accounting records of the theatre.

DIRECTORS

The directors of the company during the year up to the date of this report are as follows:
JG Steeneveldt: NonExecutive

MM Shalalala: Non-Executive

HK Dlepu: Non-Executive

BL Mbokazi: Non-Executive

E Renzi: Non-Executive

MJ Smit: Chief Executive Officer

N Kandan: Non-Executive

ZA Jacobs: NonExecutive (Chairperson)

SECRETARY
The company did not have a secretary for part of the year. Ms Tsholofelo Dibakwane was appointed
Corporate Officer of the company on 1 May 2010. She performs all the secretarial duties for the

company.

CORPORATE GOVERNANCE

General

The Board of Directors is committed to business integrity, tran sparency and professionalism in all its
activities. As part of this commitment, the board of directors supports the highest standards of

corporate governance and the ongoing development of best practice.



Board of Directors
The Board:

9 retains full control over the company, its plans and strategy;

1 acknowledges its responsibilities as to strategy, compliance with internal policies, external laws
and regulations, effective risk management and performance measurement, transparency and
effective communication both internally and externally by the company;

9 is of a unitary structure comprising:

- 7 non-executive directors, all of whom are independent directors as defined in the Code; and
- 1 executive directors.

Chairperson and Chief Executive

The Chairperson is a non-executive and independent director (as defined by the Code).

The roles of Chairperson and Chief Executive are separate, with responsibilities divided between them,
so that no individual has unfettered powers of discretion.

Remuneration

The remuneration of the Chief Executive Officer, who is the only executive director of the company, is
determined by the Board of Directors and approved by The City of Johannesburg Metropolitan
Municipality.

Executive meetings

The board has met on 6 separate occasions during the financial year. The board is scheduled to meet at
least 4 times per annum.

Non-executive directors have access to all members of management of the company.

Name Board Audit HR Com CcoJ Other
Meeting Com Meeting Audit
Meeting Com
Total number of meetings held 4 4 3 4 4
JG Steeneveldt 4 - 3 - 2
MM Shabalala 3 3 3 - 2
HK Dlepu 4 4 - 2 3
BL Mbokazi 3 - 3 - 3
E Renzi 3 - 3 - 3
MJ Smit 4 4 3 - 2
N Kandan 2 2 - 2 3
ZA Jacobs 5 - - - -

Audit and Risk committee

The members of the Audit and Risk Committee are Ms H K Dlepu, Mr Z Samsam (independent Audit
Committee member), Mr N Kandan (Chairman) and Mr K Froneman (Independent Audit Committee
member). For the first 10 months of the current financial year the chairperson of the audit commi ttee

was Ms K Dlepu (non executive director) and for the remaining 2 months it was Mr N Kandan, who is

also a non-executive director. The committee met 4 times during the financial year to review matters necessary

to fulfil its role.
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Human Resources Co mmittee
The members of the Human Resources Committee are Mr M M Shabalala (Chairman), Mr B L Mbokazi,
Mr J G Steeneveldt and Ms E Renzi.

Internal  Audit

The company has outsourced its internal audit function to Gobodo Chartered Accountants (SA) who
have issued an internal audit report for the financial period under review. This is in compliance with the
Municipal Finance Management Act, 2003.

PARENT
The company's parent is The City of Johannesburg Metropolitan Municipality.

SPECIAL RESOLUTIONS
The company did not pass any special resolution during the year.

BANKERS
Absa Bank Limited

AUDITORS

The Auditor-General (Gauteng) will continue in office in accordance with the Public Audit Act, 2004 (Act
no. 25 of 2004), section 92 of the MFMA and section 270 (2) of the Companies Act, 1973 (Act no 61 of
1973).



Certificate by Secretary

In terms Section 268 G(d) of the Municipal Finance Management Act, Act 56 of 2003, and the Companies Act
of South Africa, Act 61 of 1973, as amended, | certify that the company has lodged with the Registrar all such

returns as required by the Companies Act and that all such returns are true, correct and up to date.

Yo7

Tsholofelo Dibakwane
Corporate Officer
Roodepoort City Theatre
26 November 2010
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Audit Committee Report

We are pleased to present our report for the financial year e nded 30 June 2010.

Audit committee members and attendance

The audit committee consists of the members listed hereunder and should meet at least three times per
annum as per its approved terms of reference. During the current year 4 meetings were held.

Name of member Number of Notes

meetings

attended
K Dlepu 4 Committee chairperson Julyi December 2009
K Froneman 4
Z Samsam 3
N Kandan 2 Committee chairperson Januaryi June 2010
M Shabalala 3 Resigned March 2010

Audit committee responsibility

We report that we have adopted appropriate formal terms of reference in our charter in line with the
requirements of section 38(10)(1) of the PFMA and Treasury Regulation 3.1. We further report that we have
conducted our affairs in compliance with this charter .

The effectiveness of internal control

The system of internal controls applied by the company over financial and risk management is effective,
efficient and transparent. In line with the PFMA and the King Ill Report on Corporate Governance
requirements, Internal Audit provides the Audit Committee and management with assurance that the internal
controls are appropriate and effective. This is achieved by means of the risk management process, as well as
the identification of corrective actions and suggested enhancements to the controls and processes. From the
various reports of the Internal Auditors, the Audit Report on the annual financial statements, and the
management letter of the Auditor -General South Africa, it was noted that no matters were reported th at
indicate any material deficiencies in the system of internal control or any deviations there from. Accordingly,
we can report that the system of internal control over financial reporting for the period under review was

efficient and effective.

The quality of the management and monthly/quarterly reports submitted in terms of the PFMA and the

Division of Revenue Act during the year, was acceptable.

We are satisfied with the content and quality of monthly and quarterly reports prepared and issued by the
auditors of the company during the year under review.
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Evaluation of annual financial statements

We have:

1 Reviewed and discussed the audited annual financial statements to be included in the annual report,
with the Auditor -General and internal auditors;

1 Reviewed the Auditor-Ge ner al o f Sout h Africa's management
thereto;

1 Reviewed changes in accounting policies and practices;

1 Reviewed the entities compliance with legal and regulatory provisions;

1 Reviewed significant adjustments resulting from the audit.

We concur with and accept the Auditor-General of South Africa's report the annual financial statements, and
are of the opinion that the audited annual financial statements should be accepted and read together with the
report of the Auditor-General of South Africa.

Internal audit

We are satisfied that the internal audit function is operating effectively and that it has addressed the risks
pertinent to the company and its audits.

Auditor -General of South Africa

We have met with t he Auditor-General of South Africa to ensure that there are no unresolved issues.

N Kandan
Chairperson of the Audit Committee
30 November 2010
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Audi tor 60s

AUDI TOR6S REPORT OF -GENERAIATOOHETGABTENG PROVINCIAL LEGISLATURE
AND THE COUNCIL ON ROODEPOORT CITY THEATRE

REPORT ON THE FINANCIAL STATEMENTS
Introduction

1.

| have audited the accompanying financial statements of the Roodepoort City Theatre, 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
accountingpolices and ot her explanatory information, and
pages 48 to 70.

Accounting officerés responsibility for the financi

2.

The accounting officer is responsible for the preparation these financial statements in accordance with
South African Standards of Generally Recognised Accounting Practice (SA Standards of GRAP) and in the
manner required by the Municipal Finance Management Act, 2003 (Act No. 56 of 2003) (MFMA). This
responsibility includes: designing, implementing and maintaining internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due to

fraud or error; selecting and applying appropriate accounting policies; and making accounting estimates
that are reasonable in the circumstances.

Auditor -Gener al 6s responsibility

3.

As required by section 188 of the Constitution of South Africa, 1996 (Act No. 108 of 1996), section 4 of the
Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA), my responsibility is to express an opinion
on these financial statements based on my audit.

| conducted my audit in accordance with International Standards on Auditing and General Notice 1570 of
2009issued in Government Gazette 32758 of 27 November 2009, Those standards require that | comply
with ethical requirements and plan and perform the audit to obtain reasonable assurance about whether

the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financi al statement s. The procedures selected de
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
I'n making those risk assessments, the auditor cor
of the financial statements in order to design audit procedures that are appropriate in the circumstances,
butnotforthepur pose of expressing an opinion on the eff
audit also 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.

| believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis for my

audit opinion.

Opinion

7.

46

In my opinion, the financial statements present fairly, in all mate rial respects, the financial position of the
Roodepoort City Theatre for the year ended 30 June 2010, financial performance and its cash flows for the
year then ended are prepared, in all material respects, in accordance with SA Standards of GRAP and in tle
manner required by the MFMA.



Additional matter

8.

| draw attention to the matter below. My opinion is not modified in respect of this matter:

Unaudited supplementary schedules

The supplementary information set out on pages 69 to 70 does not form part of the financial statements
and is presented as additional information. | have not audited this / these schedule(s) and accordingly | do
not express an opinion thereon.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

9.

As required by the PAA and in terms of General Notice 1570 of 2009issued in Government Gazette 32758
of 27 November 2009, | include below my findings on the report on predetermined objectives, compliance
with the following key laws and regulations [MFMA, Municipal Regulations (Regulationsi GNR/GN),
Division of Revenue Act, 2009 (Act No. 12 of 2009) (DoRA), Municipal Systems Act, 2000 (Act No. 32 of
2000) (MSA), Companies Act, 2008 (Act No. 71 of 2008) (Co Act), Municipal Structures Act, 1998 (Act No.
117 of 1998), and any other specific enabling legislation or legislation governing the mandate and
operational activities of the entity], and financial management (internal control).

Predetermined objectives

10.

There were no material findings on the report on predetermined objectives.

Compliance wit h laws and regulations
MEMA

11.

There were no material findings concerning noncompliance with the key laws and regulations listed above.

INTERNAL CONTROL

12.

13.

| considered internal control relevant to my audit of the financial statements and the report on
predetermined objectives as well as compliance with the MFMA, Municipal System Act, 2000 (ActNo. 32 of
2000) (MSA), but not for the purpose of expressing an opinion on the effectiveness of internal control.

The matters reported are limited to the significant def iciencies that gave rise to the basis for qualification /
adverse / disclaimer of opinion paragraph, the findings on the report on predetermined objectives and the
findings on compliance with laws and regulations. There were no material findings to report with regard to
the aforementioned.

Avditor- Generad

Place of signing
Date of signing

Q‘}‘-‘-

"y

A UDITOR-GERNERAL

5O UTH A FRI1ICA
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Statement of Financial Position

Figures in Rand Note(s) 2010 2009

ASSETS

Current A ssets

Inventories 3 10,975 10,705

Trade and other receivables 463,850 471,889

Cash and cash equivalents 5 760,703 1,315,959
1,235,528 1,798,553

Non - Current Assets

Property, plant and equipment 2,066,297 2,008,033

Intangible assets 25,395 23,937
2,091,692 2,031,970

Total Assets 3,327,220 3,830,523

LIABILITIES

Current Liabilities

Trade and other payables 980,651 1,481,280

VAT payable 4,046 94,585

984,697 1,575,865

Total Liabilities 984,697 1,575,865

Net Assets 2,342,523 2,254,658

NET ASSETS

Contribution of the owner 10 1,784,049 1,784,049

Accumulated surplus 558,474 470,609

Total Net Assets 2,342,523 2,254,658
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Statement of Financial Performance

Figures in Rand Note(s) 2010 2009
Revenue

Theatre rental 11 373,730 302,367
Donations 11 767,671 30,877
Industrial theatre income 11 - 37,500
Bar sales 11 149,661 139,800
Event management 11 387,370 217,351
Ticket and program sales 11 266,599 422,427
Miscellaneous other revenue 11 - 244,737
Subsidy: City of Johannesburg Metropolitan Municipality 13 8,363,000 7,769,000
Interest received - investment 17 99,087 397,218
Other interest 17 - 37,616
Total Revenue 10,407,118 9,598,893
Expenditure

Employee costs 15 (5,583,079) (5,740,004)
Music and music rights (4,172) (27,000)
Depreciation and amortisation 18 (357,025) (296,510)
Impairment 16 (3,361) (68,881)
Repairs and maintenance (189,323) (92,949)
Script and text writing (2,117) (255)
General Expenses 14 (4,180,176) (3,153,169)
Total Expenditure (10,319,253) (9,378,768)
Surplus for the year 87,86 5 220,125
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Statement of Changes in Net Assets

Figures in Rand Note(s) Share Accumulated Total equity
premium surplus

Balance at 01 July 2008 1,784,049 250,484 2,034,533
Changes in net assets

Surplus for the year - 220,125 220,125
Total changes - 220,125 220,125
Balance at 01 July 2009 1,784,049 470,609 2,254,658
Changes in net assets

Surplus for the year - 87,865 87,865
Total changes - 87,865 87,865
Balance at 30 June 2010 1,784,049 558,474 2,342,523
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Cash Flow Statement

Figures in Rand Note(s) 2010 2009

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts

Cash receipts from customers 2,178,917 2,154,008

Cash receipts from City of Johannesburg: Subsidy 8,363,000 7,769,000

Interest income 99,087 434,834
10,641,004 10,357,842

Payment

Cash paid to suppliers and employees (10,779,514) (8,793,084)

Net cash flows from operating activities 20 (138,510) 1,564,758

CASH FLOWS FROM INV ESTING ACTIVITIES

Purchase of property, plant and equipment 6 (405,501) (279,938)

Purchase of other intangible assets 7 (11,246) -

Net cash flows from investing activities (416,747) (279,938)

CASH FLOWS FROM FINANCING ACTIVIT IES

Repayment of shareholders loan - (197,640)

Net cash flows from financing activities - (197,640)

Net increase/(decrease) in cash and cash

equivalents (555,257) 1,087,180

Cash and cash equivalents at the beginning of the year 1,315,959 228,779

Cash and cash equivalents at the end of the year 5 760,702 1,315,959
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Notes to the Annual Financial Statements

ACCOUNTING POLICIES

Presentation of Annual F  inancial Statements

The annual financial statements have been prepared in accordance with South African Statements of Generally
Recognized Accounting Practice (GRAP) issued by the Accounting Standards Board in accordance with the Municipal
Finance Management Act (Act 56 of 2003).These annual financial statements have been prepared on an accrual
basis of accounting and are in accordance with historical cost convention unless specified otherwise. They are
presented in South African Rand.

The basis of presentation of the annual financial statements in the previous financial year was South African
Statements Generally Accepted Accounting Practice (GAAP), with a partial adoption of the South African Statements
of Generally Recognized Accounting Practice (GRAP). ie company has fully adopted the South African Statements
of Generally Recognized Accounting Practice (GRAP) as a basis of presentation in the current financial year.

The impact of the change in the basis of presentation, is not material.
A summary of the significant accounting policies, which have been consistently applied, are disclosed below.

These accounting policies are consistent with the previous year.

Significant judgements and sources of estimation uncertainty

In preparing the annual financial statements, management is required to make estimates and assumptions that
affect the amounts represented in the annual financial statements and related disclosures. Use of available
information and the application of judgement is inherent in the formation of estimates. Actual results in the future
could differ from these estimates which may be material to the annual financial statements. Significant judgements
include:

Useful lives of assets

The company's management determines the estimated useful lives and related depreciation charges for property
plant and equipment. This estimate is based on industry norm. Management will increase the depreciation charge
where useful lives are less than previously estimated useful lives.

Effective interest rate
The company used the City of Johannesburg Metropolitan Municipality treasury borrowing rate of 10.0% to discount
future cash flows.

Allowance for doubtful debts

An impairment loss on debtors is recognised when there is objective evidence that it is impaired. The im pairment is
measured as the difference between the debtors carrying amount and the present value of estimated future cash
flows discounted at the effective interest rate, computed at initial recognition.

Property, plant and equipment

Property, plant and equipment are tangible non-current assets that are held for use in the production or supply of
goods or services, rental to others, or for administrative purposes, and are expected to be used during more than
one period.

The cost of an item of property, plant and equipment is recognised as an asset when:
it is probable that future economic benefits or service potential associated with the item will flow to the
company; and
the cost of the item can be measured reliably.

Property, plant and equipment is initially measured at cost.

The cost of an item of property, plant and equipment is the purchase price and other costs attributable to bring the
asset to the location and condition necessary for it to be capable of operating in the manner intended by
management. Trade discounts and rebates are deducted in arriving at the cost.

Where an asset is acquired at no cost, or for a nominal cost, its cost is its fair value as at date of acquisition.
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Where an item of property, plant and equipment is acquired in exchange for a non -monetary asset or monetary
assets, or a combination of monetary and non-monetary assets, the asset acquired is initially measured at fair value
(the cost). If the acquired item's f air value was not determinable, it's deemed cost is the carrying amount of the
asset(s) given up.

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

Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs
incurred subsequently to add to, replace part of, or service it. If a replacement cost is recognised in the carrying
amount of an item of property, plant and equipment, the carrying amount of the replaced part is derecognised.

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses.

The useful lives of items of property, plant and equipment have been assessed as follows:

Item Average useful life
Music instruments 20 years

Furniture and fixtures 10 years

Motor vehicles 10 years
Computer equipment 5 years

The residual value, and the useful life and depreciation method of each asset are reviewed at the end of each
financial year. If the expectations differ from previous estimates, the change is accounted for as a change in
accounting estimate.

The depreciation charge for each period is recognised in surplus or deficit unless it is included in the carrying
amount of another asset.

Iltems of property, plant and equipment are derecognised when the asset is disposed of or when there are no
further economic benefits or service potential expected from the use of th e asset.

The gain or loss arising from the derecognition of an item of property, plant and equipment is included in surplus or
deficit when the item is derecognised. The gain or loss arising from the derecognition of an item of property, plant
and equipment is determined as the difference between the net disposal proceeds, if any, and the carrying amount
of the item.

Repairs and maintenance are generally charged to expenses in the financial year during which they were incurred.

Intangible assets

An asst is identified as an intangible asset when it:
is capable of being separated or divided from an entity and sold, transferred, licensed, rented or exchanged,
either individually or together with a related contract, assets or liability; or
arises from contractual rights or other legal rights, regardl ess whether those rights are transferable or separate
from the company or from other rights and obligations.

An intangible asset is recognised when:
it is probable that the expected future economic benefits or service potential that are attributable to t he asset
will flow to the company; and
the cost or fair value of the asset can be measured reliably.

Intangible assets are initially recognised at cost.

An intangible asset acquired at no or nominal cost, the cost shall be its fair value as at the date o f acquisition.
Intangible assets are carried at cost less any accumulated amortisation and any impairment losses.

The amortisation period and the amortisation method for intangible assets are reviewed at each reporting date.

Amortisation is provided to write down the intangible assets, on a straight line basis, to their residual values as
follows:

Item Useful life
Computer software 5 years
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Financial instruments
Initial recognition and measure ment

Financial instruments are recognised initially when the company becomes a party to the contractual provisions of
the instruments.

The company classifies financial instruments, or their component parts, on initial recognition as a financial asset, a
financial liability or an equity instrument in accordance with the substance of the contractual arrangement.

Financial instruments are measured initially at fair value, except for equity investments for which a fair value is not
determinable, which are measured at cost and are classified as available-for-sale financial assets.

For financial instruments which are not at fair value through surplus or deficit, transaction costs are included in the
initial measurement of the instrument.

Loans to (from) economic entities

These include loans to and from holding company, fellow subsidiaries, subsidiaries, joint ventures and associates
and are recognised initially at fair value plus direct transaction costs.

Loans to group companies are classified as loans and receiables.

Loans from group companies are classified as financial liabilities measured at amortised cost.

Trade and other receivables

Trade receivables are measured at initial recognition at fair value, and are subsequently measured at amortised cost
using the effective interest rate method. Appropriate allowances for estimated irrecoverable amounts are
recognised in the income statement when there is objective evidence that the asset is impaired. Significant financial
difficulties of the debtor, probability th at the debtor will enter bankruptcy or financial reorganisation, and default or

delinquency in payments (more than 30 days overdue) are considered indicators that the trade receivable is
impaired. The allowance recognised is measured as the difference betwe en t he assetds <carr
present value of estimated future cash flows discounted at the effective interest rate computed at initial recognition.

The carrying amount of the asset is reduced through the use of an allowance account, and the amo unt of the deficit
is recognised in the income statement within operating expenses. When a trade receivable is uncollectible, it is
written off against the allowance account for trade receivables. Subsequent recoveries of amounts previously
written off are credited against operating expenses in the income statement.

Trade and other receivables are classified as loans and receivables.

Accounts receivable are carried at anticipated realisable value. An estimate is made for doubtful receivables based
on a review of all outstanding amounts at year end . Bad debts are written off during the year in which they are
identified. Amounts that are receivable within 12 months from the reporting date are classified as current.

Trade and other payables

Trade payables are initially measured at fair value, and are subsequently measured at amortised cost, using the
effective interest rate method.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits, and other shoriterm highly liquid
investments that are readily convertible to a known amount of cash and are subject to an insignificant risk of
changes in value. These are initially and subsequently recorded at fair value.

Leases

A lease is classified as a finance lease if it transfa's substantially all the risks 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.

Inventories

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

Subsequently inventories are measured at the lower of cost and net realisable value.
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Net realisable value is the estimated selling price in the ordinary course of operations less the estimated costs of
completion and the estimated costs necessary to make the sale, exchange or distribution.

Current replacement cost is the cost the company incurs to acquire the asset on the reporting date.

The cost of inventories comprises of all costs of purchase, costs of conversion and other costs incurred in bringing
the inventories to their present location and ¢ ondition.

When inventories are sold, the carrying amounts of those inventories are recognised as an expense in the period in
which the related revenue is recognised. If there is no related revenue, the expenses are recognised when the
goods are distributed, or related services are rendered. The amount of any write -down of inventories to net
realisable value and all losses of inventories are recognised as an expense in the period the write-down or loss
occurs. The amount of any reversal of any write-down of inventories, arising from an increase in net realisable
value, are recognised as a reduction in the amount of inventories recognised as an expense in the period in which
the reversal occurs.

Impairment of assets

Impairment is a loss in the future econ omic benefits or service potential of an asset, over and above the systematic
recognition of t he | oss of t he assetos future ecor
(amortisation).

Carrying amount is the amount at which an asset is recognised in the statement of financial position after deducting
any accumulated depreciation and accumulated impairment losses thereon.

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

Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life.

Fair value |l ess costs to sell is the amount obtainal
between knowledgeable, willing parties, less the costs of disposal.

Recoverable amount of an asset or a cash-generating unit is the higher of its fair value less costs to sell and its
value in use.

Useful life is either:
(a) the period of time over which an asset is expected to be used by the entity; or
(b) the number of production or similar units expected to be obtained from the asset by the entity.

The company assesses at each statement of financial position date whether there is any indication that an asset
may be impaired. If any such indication exists, the company estimates the recoverable amount of the asset.

Contribution of the owner

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting alll
of its liabilities.

Equity instruments issued by the company are recorded at the proceeds received, net of direct issue costs.

Employee benefits

Short -term employee benefits

The cost of short-term employee benefits, (those payable within 12 months after th e service is rendered, such as
paid vacation leave and sick leave, bonuses, and nonmonetary benefits such as medical care), are recognised in
the period in which the service is rendered and are not discounted.

The expected cost of compensated absences isrecognised as an expense as the employees render services that
increase their entitlement or, in the case of non -accumulating absences, when the absence occurs.

The expected cost of profit sharing and bonus payments is recognised as an expense when there is a legal or
constructive obligation to make such payments as a result of past performance.
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Provisions and contingencies

Provisions are recognised when:
the company has a present obligation as a result of a past event;
it is probable that an outflow of resources embodying economic benefits or service potential will be required to
settle the obligation; and
a reliable estimate can be made of the obligation.

The amount of a provision is the best estimate of the expenditure expected to be required to settle the present
obligation at the reporting date.

Where the effect of time value of money is material, the amount of a provision is the present value of the
expenditures expected to be required to settle the obligation.

The discount rate is a pre-tax rate that reflects current market assessments of the time value of money and the
risks specific to the liability.

Where some or all of the expenditure required to settle a provision is expected to be reimbursed by another party,
the reimbursement is recognised when, and only when, it is virtually certain that reimbursement will be received if
the company settles the obligation. The reimbursement is treated as a separate asset. The amount recognised for
the reimbursement does not exceed the amount of the provision.

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. Provisions are
reversed if it is no longer probable that an outflow of resources embodying economic benefits or service potential
will be required, to settle the obligation.

Where discounting is used, the carrying amount of a provision increases in each period to reflect the passage of
time. This increase is recognised as an interest expense.

A provision is used only for expenditures for which the provision was originally recognised.
Provisions are not recognised for future operating deficits.

If an entity has a contract that is onerous, the present obligati on (net of recoveries) under the contract is
recognised and measured as a provision.

Revenue from exchange transactions

Revenue is the gross inflow of economic benefits or service potential during the reporting period when those inflows
result in an increase in net assets, other than increases relating to contributions from owners.

An exchange transaction is one in which the municipality receives assets or services, or has liabilities extinguished,
and directly gives approximately equal value (primarily in the form of goods, services or use of assets) to the other
party in exchange.

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable,
willing parties in an armds | ength transaction.

Measurement

Revenue is measured at the fair value of the consideration received or receivable, net of trade discounts and
volume rebates.

Sale of goods

Revenue from the sale of goods is recognised when all the following conditions have been satisfied:
the company has transferred to the purchaser the significant risks and rewards of ownership of the goods;
the company retains neither continuing managerial involvement to the degree usually associated with ownership
nor effective control over the goods sold;
the amount of revenue can be measured reliably;
it is probable that the economic benefits or service potential associated with the transaction will flow to the
entity; and
the costs incurred or to be incurred in respect of the transaction can be measured reliably.

Rendering of services

When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue
associated with the transaction is recognised by reference to the stage of completion of the transaction at the
reporting date. The outcome of a transaction can be estimated reliably when all the following conditions are
satisfied:
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the amount of revenue can be measured reliably;

it is probable that the economic benefits or service potential associated with the transaction will flow to the
company;

the stage of completion of the transaction at the reporting date can be measured reliably; and

the costs incurred for the transaction and the costs to complete the transaction can be measured reliably.

When services are performed by an indeterminate number of acts over a specified time frame, revenue is
recognised on a straight line basis over the specified time frame unless there is evidence that some other method
better represents the stage of completion. When a specific act is much more significant than any other acts, the
recognition of revenue is postponed until the significant a ct is executed.

When the outcome of the transaction involving the rendering of services cannot be estimated reliably, revenue is
recognised only to the extent of the expenses recognised that are recoverable.

Revenue from non -exchange transactions

Non-exchange transactions are defined as transactions where the entity receives value from another entity without
directly giving approximately equal value in exchange.

Revenue is the gross inflow of economic benefits or service potential during the reporting period when those inflows
result in an increase in net assets, other than increases relating to contributions from owners.

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable,
willing partiesinanar més | ength transacti on.

Government grants

Government grants are recognised as revenue when:
it is probable that economic benefits or service potential associated with the transaction will flow to the entity,
the amount of the revenue can be measured reliably, and
to the extent that there has been compliance with any restrictions associated with the grant.

The company assesses the degree of certainty attached to the flow of future economic benefits or service potential
on the basis of the available evidence. Certain grants payable by one level of government to another are subject to
the availability of funds. Revenue from these grants is only recognised when it is probable that the economic
benefits or service potential associated with the transaction will flow to the entity. An announcement at the
beginning of a financial year that grants may be available for qualifying entities in accordance with an agreed
programme may not be sufficient evidence of the probability of the flow. Revenue is then only recognised once
evidence of the probability of the flow becomes available.

Restrictions on government grants may result in such revenue being recognised on a time proportion basis. Where
there is no restriction on the period, such revenue is recognised on receipt or when the Act becomes effective,
which-ever is earlier.

When government remit grants on a re -imbursement basis, revenue is recognised when the qualifying expense has
been incurred and to the extent that any other restrictions have been complied w ith.

Turnover

Turnover comprises of sales to customers and service rendered to customers. Turnover is stated at the invoice
amount and is exclusive of value added taxation.

Cost of sales

When inventories are sold, the carrying amount of those inventories is recognised as an expense in the period in
which the related revenue is recognised. The amount of any write -down of inventories to net realisable value and
all deficits of inventories are recognised as an expense in the period the write -down or loss occurs. The amount of
any reversal of any write-down of inventories, arising from an increase in net realisable value, is recognised as a
reduction in the amount of inventories recognised as an expense in the period in which the reversal occurs.

Investment income

Investment income is recognised on a time-proportion basis using the effective interest method.
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Borrowing costs

It is inappropriate to capitalise borrowing costs when, an d only when, there is clear evidence that it is difficult to
link the borrowing requirements of an entity directly to the nature of the expenditure to be funded i.e. capital or
current.

Borrowing costs are recognised as an expense in the period in which they are incurred.

Comparative figures

Where necessary, comparative figures have been reclassified to conform to changes in presentation in the current
year.

Unauthorised expenditure

Unauthorised expenditure means:
overspending of a vote or a main division within a vote; and
expenditure not in accordance with the purpose of a vote or, in the case of a main division, not in accordance
with the purpose of the main division.

All expenditure relating to unauthorised expenditure is recognised as an expense in the statement of financial
performance in the year that the expenditure was incurred. The expenditure is classified in accordance with the
nature of the expense, and where recovered, it is subsequently accounted for as revenue in the statement of
financial performance.

Fruitless and wasteful expenditure

Fruitless expenditure means expenditure which was made in vain and would have been avoided had reasonable
care been exercised.

All expenditure relating to fruitless and wasteful expenditure is recognised as an expense in the statement of
financial performance in the year that the expenditure was incurred. The expenditure is classified in accordance
with the nature of the expense, and where recovered, it is subs equently accounted for as revenue in the statement
of financial performance.

Irregular expenditure

Irregular expenditure as defined in section 1 of the PFMA is expenditure other than unauthorised expenditure,
incurred in contravention of or that is n ot in accordance with a requirement of any applicable legislation, including -
(a) this Act; or

(b) the State Tender Board Act, 1968 (Act No. 86 of 1968), or any regulations made in terms of the Act; or

(c) any provincial legislation providing for proc urement procedures in that provincial government.

National Treasury practice note no. 4 of 2008/2009 which was issued in terms of sections 76(1) to 76(4) of the
PFMA requires the following (effective from 1 April 2008):

Irregular expenditure that was incur red and identified during the current financial year and which was condoned
before year end and/or before finalisation of the financial statements must also be recorded appropriately in the
irregular expenditure register. In such an instance, no further ac tion is also required with the exception of updating
the note to the financial statements.

Irregular expenditure that was incurred and identified during the current financial year and for which condonement
is being awaited at year end must be recorded in the irregular expenditure register. No further action is required
with the exception of updating the note to the financial statements.

Where irregular expenditure was incurred in the previous financial year and is only condoned in the following
financial year, the register and the disclosure note to the financial statements must be updated with the amount
condoned.

Irregular expenditure that was incurred and identified during the current financial year and which was not
condoned by the National Treasury or the relevant authority must be recorded appropriately in the irregular
expenditure register. If liability for the irregular expenditure can be attributed to a person, a debt account must be

created if such a person is liable in law. Immediate steps must the reafter be taken to recover the amount from the
person concerned.
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If recovery is not possible, the accounting officer or accounting authority may write off the amount as debt

impairment and disclose such in the relevant note to the financial statements. The irregular expenditure register
must also be updated accordingly. If the irregular expenditure has not been condoned and no person is liable in
law, the expenditure related thereto must remain aga inst the relevant programme/expenditure item, be disclosed as
such in the note to the financial statements and updated accordingly in the irregular expenditure register.

Use of estimates

The preparation of annual financial statements in conformity wi th Standards of GRAP requires the use of certain
critical accounting estimates. It also requires management to exercise its judgement in the process of applying the

entityds accounting policies. The areas i ny orl aveasnnderea

assumptions and estimates are significant to the annual financial statements are disclosed in the relevant sections
of t he annual financi al statement s. Al t hough these
current events and actions they may undertake in the future, actual results ultimately may differ from those

estimates.
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CHANGES IN ACCOUNTING POLICY

The annual financial statements have been prepared in accordance with South African Statements of Generally
Recognized Accounting Practice on a basis consistent with the prior year except for the adoption of the new or
revised standards as outlined in the next note.

INVENTORIES
2010 _ 2009
Refreshment stock 10,479 9,223
Uniform stock - 986
Marketing and promotional stock 496 496
10,975 10,705

The cost of inventory sold (i.e. cost of sales) amounted to R91,183 (2009: R87,805). No inventory was written -down
during the year under review.

TRADE AND OTHER RECEIVABLES

2010 2009
Trade debtors 78,308 300,285
Prepayments 11,225 123,204
Other deposits 15,000 -
Department of Arts and Culture 359,317 48,400
463,850 471,889

Amount outstanding from Department of Arts and Culture was in respect of the expenses incurred by the theatre on
the Department's behalf and event management fees for Africa Day project.

Accounts receivable balance is ne of impairments disclosed in the debt impairment note. No provision for bad debts
has been raised as the remaining debtors are considered to be fully recoverable and not impaired.

Age analysis of trade debtors 2010 2009
Current (0 i 30 days) 51,131 300,285
3171 60 days (1,126) -
6171 90 days 1,600 -
917 120 days 26,703 -
78,308 300,285

CASH AND CASH EQUIVALENTS

Cash and cash equivalents consist of:

2010 2009
Cash on hand 5,600 5,600
Bank balances 755,103 1,310,359
760,703 1315,959

The company's bank accounts are not linked to the sweeping account of the City of Johannesburg Metropolitan
Municipality and are not swept on a daily basis. The bank accounts are monitored on a daily basis in order to ensure
the effective management of cashflow. Petty cash is reflected as cash on hand. The bank/cash balances are in the
form of current account and a short -term call deposit account.

The decrease in the cash balance as compared to the previous year, was mainly due to the expenses relating to
Africa Day - an event which was sponsored by the City of Johannesburg. In the previous year, some of the invoices
relating to Africa Day had not yet been received (and paid) by the end of the year resulting in the i ncrease in both
accurals and cash balances. In the 2009/10 financial year most of the expenses were paid by the end of the year,
which resulted in a decrease in both accruals/accounts payable and cash balances.
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2010 2009
Cost/ Accumulated Carrying Cost/ Accumulated Carrying
Valuation depreciation value Valuation depreciation value

Music instruments 792,227 (254,718) 537,509 672,981 (215,853) 457,128
Furniture and fixtures 2,124,935 (993,811) 1,131,124 2,044,867 (780,947) 1,263,920
Motor vehicles 304,946 (140,855) 164,091 154,020 (85,410) 68,610
Computer equipment 471,464 (273,267) 198,197 340,694 (145,195) 195,499
Crockery andtheatre 49,159 (13,783) 35,376 29,159 (6,283) 22,876
costumes
Total 3,742,731 (1,676,434) 2,066,297 3,241,721 (1,233,688) 2,008,033
Reconciliation of property, plant and equipment - 2010

Opening Additions Depreciation Total

balance
Music instruments 457,128 119,246 (38,865) 537,509
Furniture and fixtures 1,263,920 80,068 (212,864) 1,131,124
Motor vehicles 68,610 123,203 (27,722) 164,091
Computer equipment 195,499 66,734 (64,036) 198,197
Crockery and theatre costumes 22,876 16,250 (3,750) 35,376

2,008,033 405,501 (347,237) 2,066,297
Reconciliation of property, plant and equipment - 2009

Opening Additions Depreciation Total

balance
Music instruments 490,776 - (33,648) 457,128
Furniture and fixtures 1,373,710 89,272 (199,062) 1,263,920
Motor vehicles 84,012 - (15,402) 68,610
Computer equipment 58,003 174,385 (36,889) 195,499
Crockery and theatre costumes 10,378 16,281 (3,783) 22,876

2,016,879 279,938 (288,784) 2,008,033
INTANGIBLE ASSETS

2010 2009
Cost/ Accumulated Carrying Cost/ Accumulated Carrying
Valuation depreciation value Valuation depreciation value

Computer Software 42,152 (16,757) 25,395 38,632 (14,695) 23,937

Additions to software refer to the acquisition of Microsoft Office 2007 SBE packages. These assets met the

recognition criterion.

Reconciliation of  intang ible assets i

Computer software

Reconciliation of intangible assets i

Computer software

2010
Opening Additions Amortisation Total
balance
23,937 11,246 (9,788) 25,395
2009
Opening Addition Amortisation Total
balance
31,663 (7,726) 23,937
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TRADE AND OTHER PAYABLES

2010 2009
Trade payables 315,304 794,942
Accrued expenses 665,024 536,333
Deferred income - 150,000
Sundry creditor 323 5
980,651 1,481,280

The fair value of trade and other payables closely approximate their carrying amounts.

The deferred income in the previous year was a donation that could not be recognized as the theatre had not yet
fufilled all the conditions of the donor. The donor's conditions were met in the current year hence the recognition of
the income in the current year.

Trade payables

2010 2009
Trade payables 151,101 659,454
Non-executive directors - 42,050
SARS Employees tax and UIF 164,202 93,438
315,303 794,942
Age analysis of trade  payables
Current (0 7 30 days) 149,541 659,454
317 60 days 1 -
6171 90 days 1,559 -
151,101 659,454
VAT PAYABLE
2010 2009
Tax payable 4,046 94,585

The reduction as compared to the previous year is mainly due to a high ratio of expenses relative to income
towards the end of the financial year.

CONTRIBUTION OF THE OWNER

2010 2009

Issued
Tax payable 1,784,049 1,784,049

The investment by the City of Johannesburg in the Roodepoort City Theatre (incorporated under section 21), is
reflected as share premium.

REVENUE
2010 2009
Theatre rental 373,730 302,367
Donations 767,671 30,877
Industrial theatre income - 37,500
Bar sales 149,661 139,800
Event management 387,370 217,351
Ticket and program sales 266,599 422,427
Miscellaneous other revenue - 244,737
1,945,031 1,395,059

Donations : Increase in donations income was mainly due to sponsorship of R421,053 received from the City for
production of Coming Home classical show, a donation of R100,000 from National Arts Council, a donation of
R40,700 from the South African Music Rights Organization and the recognition of R150,000 donation income that
was deferred in the previous financial year.
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Industrial theatre income : The industrial theatre income stream was discontinued in order to align t he activities

of the theatre to its core mandate.

Miscellaneous revenue in the previous financial year was the money recovered from the former CFO following

the discovery of her fraudulent activities.

COST OF SALES

Sale of goods
Cost of goods sold

OTHER REVENUE

Subsidy: City of Johannesburg Municipality (non-exchange)

GENERAL EXPENSES

Advertising

Auditors remuneration

Bank charges

Commission paid

Consulting and professional fees
Consumables

Entertainment

Flowers

Gifts

Hire of equipment

Insurance

Community development and training
Production entertainment

IT expenses

Incorporation costs

Lease rentals on operating lease
Fuel and oil

Printing and stationery

Security (Guarding of municipal property)
Subscriptions and membership fees
Telephone and fax

Travel - local

Travelling expenses

Assets expensed

Costumes, decor' and set building
Videos, DVDs andphotographs
Printing and program posters
Irregular, fruitless and wasteful expenditure
Piano tuning

Music and music rights

Performance fees, ochestra fees and overtime

Surtitles
Cost of sales

2010 2009
91,183 87,805

2010 2009
8,363,000 7,769,000

2010 2009
345,613 175,143
170,778 153,450
24,001 23,101
5,151 9,774
306,976 420,217
78,228 137,222
38,480 22,523
- 1,788
2,084 =
39,609 47,852
40,949 77,958
416,288 262,654
26,188 56,498
185,590 214,096
= 28,800
24,976 -
43,961 48,077
39,151 99,987
19,446 9,080
31,875 27,349
115,353 84,856
47,484 33,448
60,042 34,733
9,937 -
164,407 242,678
25,589 19,339
3,216 62,654
324 306
= 6,290
29,696 31,963
1,793,601 733,128
- 400
91,183 87,805

4,180,176 3,153,169
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EMPLOYEE RELATED COSTS
2010 2009
Employee related costs : Salaries and wages 5,063,352 5,179,764
Leave redeemed for cash 51,576 66,062
Overtime payments 99,746 101,886
Bonus 319,492 146,400
UIF 25,235 26,902
Training and development 111,052 106,109
Leave pay accrual (87,374) 112,881
5,583,079 5,740,004
2010 2009
Average number of employees during the year
- permanent 22 22
Management remuneration
Chief Executive Officer 927,161 886,675
Chief Finance Officer 340,000 413,327
Chief Operations Officer 452,070 341,250
Administrative Manager 326,631 304,270
Marketing Manager 65,863 264,480
Community Development Officer 253,404 227,700
Corporate Officer 54,150 -
2,419,279 2,437,702
DEBT IMPAIRMENT
Bad Debts 3,361 68,881
2010

Impairment was recognised for a trade debtor that was considered irrecoverable.

International Star Models

2009

Impairment was recognised for trade debtor balances that could not be substantiated. The balance

includes the following:
Computicket balance

Miscellaneous creditors with debit balances

INVEST MENT REVENUE

Interest Revenue

Bank 99,087 397,218
Other Interest - 37,616
99,087 434,834

Interest received is comprised of interest on the ABSA Money Market Account. Excess cash is kept in this account
since the interest rate for this account is higher than the one for the current account. The interest earned is lower

in comparison to the previous year due to impact of the global economic depression/recession that resulted in the
lower interest rate and fewer deposits into the account.

Other interest earned in the previous year was the amount due from the previous CFO. The interest was calculated
at the prime rate on the date that the money was fraudulently transferred from the business account to the date it
was repaid to the company (31 March 2009).
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DEPRECIATION AND AMORTISATION

Property, plant and equipment

AUDI TOR6S REMUNERATI ON

Fees

CASH (USED IN) GENERATED FROM OPERATIONS

Surplus

Adjustments for:

Depreciation and amortisation
Debt impairment

Changes in working capital:
Inventories

Trade and other receivables
Consumer debtors

Trade and other payables
VAT

RELATED PARTIES

Relationships

Directors

Controlling entity

Other members of the group

Related party balances

Amounts included in Loans,
Trade and other receivables regarding related parties
City of Johannesburg Metropolitan Municipality

Related party transactions

Compensation of key management
Roodepoort City Theatre

Notes to the A

FS (Continue)

357,025 296,510
170,778 153,450
2010 2009

87,865 220,125
357,025 296,510
3,361 68,881
(270) 18,901
8,039 182,426
(3,361) (68,881)
(500,630) 543,345
(90,539) 303,451
(138,510) 1,564,758

Refer to directors' report

The City of Johannesburg Metropolitan Municipality
City Housing Company (Pty) Ltd

City of Johannesburg Property Company (Pty) Ltd
City of Johanneburg Metropolitan Municipality

City Power Johannesburg (Pty) Ltd

Johannesburg City Parks

Johannesburg Development Agency (Pty) Ltd
Johannesburg Metropolitan Bus Services (Pty) Ltd
Johannesburg Roads Agency (Pty) Ltd
Johannesburg Tourism Canpany

Johannesburg Water (Pty) Ltd

Metropolitan Trading Company (Pty) Ltd

Pikitup Johannesburg (Pty) Ltd

The Johannesburg Civic Theatre (Pty) Ltd

The Johannesburg Fresh Produce Market (Pty) Ltd
The Johannesburg Zoo

Fried shelf 128 (Pty) Ltd

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

24,437 24,437

2,419,278 2,437,702
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Roodepoort City Theatre transacts with related parties at arm's length, with trade terms and conditions that are
normal in the entertainment industry. The City of Johannesburg Metropolitan Municipality is an exception as no
interest is charged on amounts due or receivable.

DI RECTOR6S EMOLUMENTS

Non -executive

2010 Emoluments  Pension paid or Compensation Gain or Total
receivable for loss of exercise of
office options
For services as directors 545,063 - - - 545,063
2009 Emoluments  Pension paid or  Compensation Gain or Total
receivable for loss of exercise of
office options
For services as directors 354,643 - - - 354,643

RISK MANAGEMENT

Capital risk management

The company's objectives when managing capital are to safeguard the company's ability to continue as a going
concern in order to provide returns for shareholder and benefits for other stakeholders and to maintain an optimal
capital structure to reduce the cost of capital.

Consistent with others in the ind ustry, the company monitors capital on the basis of the gearing ratio.

This ratio is calculated as net debt divided by total capital. Net debt is calculated as total borrowings (including
‘current and non-current borrowings' as shown in the statement of fi nancial position) less cash and cash equivalents.
Total capital is calculated as 'equity’ as shown in the statement of financial position plus net debt.

There are no externally imposed capital requirements.

There have been no changes to what the company manages as capital, the strategy for capital maintenance or
externally imposed capital requirements from the previous year.

The gearing ratio at 2010 and 2009 respectively were as follows:

2010 2009
Total borrowings
Less: Cash and cash equivalerns 760,703 1,315,959
Net debt (760,703) - (1,315,959)
Total equity 2,342,523 2,254,658
Total capital 1,581,820 938,699
Gearing ratio (%) (32) (58)

Liquidity risk

The company6s isarsskltottlee fuhds gvailabte totcgver future commitments. The company manages
liquidity risk through an ongoing review of future commitments.
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Credit risk

Credit risk represents the loss that the company would incur if counterparties with whom the company enters into
financial transactions are unable to fulfil the terms of the agreements. Credit risk arises from cash and cash
equivalents, derivatives and deposits with banks and financial institutions as well as credit exposures relating to
customers. The company attempts to minimise its credit risk exposure by only transacting with financial institutions
that meet established credit guidelines and by managing its customer's portfolio. The R oodepoort City Theatre
continually monitors the credit standing of financial counterparties and its customers. At reporting date there were no
significant concentrations of credit risk.

Credit risk is the companys | tstamding acooaritseecaivables at 30 dukne 2010v e
are government and related entities.

24. GOING CONCERN

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

The ability of the Roodepoort City Theatre to continue as a going concern is dependent on receipt of continued
funding from its sole owner, The City of Johannesburg Metropolitan Municipality. The City of Johannesburg has
committed to issue a letter of comfort.

25. FRUITLESS AND WASTEFUL EXPENDITURE

2010 2009
Reconciliation of fruitless and wasteful
expenditure
Fruitless expenditure incurred 324 306

The expenditure relates to interest charged on late payment of employee fund pension deductions. The
previous year's expenditure was interest paid on late payment of PAYE as a result of problems with the
SARS e-filing website. Penalties were waived by SARS, but the company remained liable for the
interest.

26. NEW STANDARDS AND INTERPRETATIONS

26.1 Standards and interpretations issued, but not yet effective
GRAP18 i Segment Reporting
GRAP 21i Impairment of non -Cash-Generating Assets
GRAP 23i Revenue from non-Exchange Transactions (Taxes and Transfers)
GRAP 24i Presentation of Budget Information in Financial Statements
GRAP 25/ Employee Benefits
GRAP 26i Impairment of Cash-Generating Assets
GRAP 103i Heritage Assets
GRAP 104i Financial Instruments

26.2 Standards and interpretations effective and adopted in the current year

In the current year, the company has adopted the following standards and interpretations that are effective for the
current financial year and that are relevant to its operations:

GRAP 6: Consolidated and Separate Financial Statements

The effective date of the standard is for years beginning on or after 01 April 2009.

The entity has adopted the standard for the first time in the 2010 annual financial statements.
The impact of the standard is not material.

GRAP 9: Revenue from Exchange Transactions

The effective date of the standard is for years beginning on or after 01 Ap ril 2009.

The entity has adopted the standard for the first time in the 2010 annual financial statements.
The impact of the standard is not material.
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GRAP 10: Financial Reporting in Hyperinflationar y Economies

The effective date of the standard is for years beginning on or after 01 April 2009.

The entity has adopted the standard for the first time in the 2010 annual financial statements.
The impact of the standard is not material.

GRAP 11: Construct ion Contracts

The effective date of the standard is for years beginning on or after 01 April 2009.

The entity has adopted the standard for the first time in the 2010 annual financial statements.
The impact of the standard is not material.

GRAP 12: Invento ries

The effective date of the standard is for years beginning on or after 01 April 2009.

The entity has adopted the standard for the first time in the 2010 annual financial statements.
The impact of the standard is not material.

GRAP 13: Leases

The effective date of the standard is for years beginning on or after 01 April 2009.

The entity has adopted the standard for the first time in the 2010 annual financial statements.
The impact of the standard is not material.

GRAP 14: Events after the reporting dat e

The effective date of the standard is for years beginning on or after 01 April 2009.

The entity has adopted the standard for the first time in the 2010 annual financial statements.
The impact of the standard is not material.

GRAP 16: Investment Property

The effective date of the standard is for years beginning on or after 01 April 2009.

The entity has adopted the standard for the first time in the 2010 annual financial statements.
The impact of the standard is not material.

GRAP 17: Property, Plantand  Equipment

The effective date of the standard is for years beginning on or after 01 April 2009.

The entity has adopted the standard for the first time in the 2010 annual financial statements.
The impact of the standard is not material.

GRAP 19: Provisions, Contingent Liabilities and Contingent Assets

The effective date of the standard is for years beginning on or after 01 April 2009.

The entity has adopted the standard for the first time in the 2010 annual financial statements.
The impact of the standard is not material.

GRAP 100: Non -current Assets Held for Sale and Discontinued Operations

The effective date of the standard is for years beginning on or after 01 April 2009.

The entity has adopted the standard for the first time in the 2010 annual financial statements.
The impact of the standard is not material.

GRAP 102: Intangible Assets

The effective date of the standard is for years beginning on or after 01 April 2009.

The entity has adopted the standard for the first time in the 2010 annual financial statements.
The impact of the standard is not material.

IPSAS 20: Related Party Disclosure

IPSAS 20 specifically excludes any consideration provided to key management personel solely as a reimbursement
for expenditure incurred by those individuals for the benefit of the reporting entity.

The effective date of the standard is for years beginning on or after 01 April 2009.

The entity has adopted the standard for the first time in the 2010 annual financial statements.

The impact of the standard is not material.

GRAP 26: Impairment of cash  -generating assets

The effective date of the standard is for years beginning on or after 01 April 2010.

The entity expects to adopt the standard for the first time in the 2011 annual financial statements.

It is unlikely that the standard will have a material impact on the entity's annual financial statements.



ANNEXURE AT

Directors

JG Steeneveldt
MM Shabalala
E Renzi

HK Dlepu

J Ngobeni

B Mbokazi

S Dzengwa

Z Jacobs

N Kandan

MJ Smit

Z Samsam

K Froneman

Supplementary Information

DIRECTORS REMUNERATION

Directors fees Retainers Total 2010 Total 2009

Rands Rands Rands Rands

39,690 19,840 59,530 45,963

56,242 19,840 76,082 67,529

44,003 19,840 63,843 45,102

56,588 19,840 76,428 77,877

; - o 4,313

43,660 19,840 63,500 18,976

- - - 4,313

60,035 39,675 99,710 17,250

51,410 19,840 71,250 4,313

- - 927,161 886,675

14,880 - 14,880 21,565

19,840 - 19,840 8,626

386,348 158,715 1,472,224 1,202,502

The supplementary information presented does not form part of the annual financial statements and is unaudited

69



Supplementary Information (Continue)

ANNEXURE BT BANK BALANCES

2010 2009
Rands Rands
Absa Special Savings - Salaries 9099384175 721,533 1,160,67
Nedbank 32 Day Notice Investment - 04854837 - 44,89
Absa Current 570142348 33,570 104,43
Nedbank Current Account 1905092075 - 35
755,103 1,310,35

The two Nedbank account were closed in July 2009. The two remaining accounts are sufficient for the
company's needs as the smaller number of accounts simplify administrative tasks and reduce the risk of
undetected fraud.

The supplementary information presented does not form part of the annual financial statements and is unaudited
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