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AUDITOR-GENERAL
SOUTH AFRICA

Mr Alfred Sam

The Accounting Officer

Metropolitan Trading Company (Pty} Ltd
P O Box 870

Newtown

2113

29 November 2010

Reference: TS 88 19611

Dear Mr Sam

Report of the Auditor-General on the financial statements and other legal and regulatory
requirements of Metropolitan Trading Company (Pty) Ltd for the year ended
30 June 2010.

1. The above-mentioned report of the Auditor-General is submitted herewith in terms of saction
21(1) of the Public Audit Act of South Africa read In conjunction with section 188 of the
Constitution of the Republic of South Africa and section 121(4) of the Munlcipal Finance
Management Act of South Africa (MFMA).

2. | have not yet received the other information that will be included in the annual report with
the audited financial statements and have thus not been able to establish whether there are
any inconsistencies betwaen this information and the audited financlal statements and the
reported performance against pre-determined objectives. You are requested to supply this
information as soon as possible. Once this information is received it will be read and should
any Inconsistencies be identified these will be communlcated to you and you will be
raquested to make the necessary corrections. Should the corrections not be made we will
amend and reissue the audit report.

3. Interms of section 121(4) of the MFMA you are required to inciude the audit report in the
Metropolitan Trading Company's annual report to be tabled.

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

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

* Submit the final printer's proof of the annual repott to the relevant senior manager of the
Auditor-General of South Africa for verification of the audit-related references in the audit
report and for confirmation that the financial statements and other informalion are those

Auditing to build public confidence

Auditor-General of South Africa
PO Box 91081 Auckland Park 2006 Gauteng ¢ Docex 392 s Tel: +27 (0}11 703 7600 = Fax: +27 (0}11 703 7690 « www.agsa.co.za




documents that have been read and audited. Special care should be taken with the page
references In your report, since an incorrect reference could have audit implications.

The signature Auditor-General in the handwriting of the auditor autherised to sign the
audit report at the end of the hard copy of the audit report shouid be scanned in when
preparing to print the report, This signature, as well as the place and date of signing and
the Auditor-General of South Africa's logo, should appear at the end of the report, as in

the hard copy that is provided to you. The official logo will be made available to you in
electronic format If needed.

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

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

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

7. Your cooperation to ensure that all these requirements are met would be much appreciated.

Kindly acknowledge receipt of this letter.

Yours sincerely

Becocm

Senior Manager: Gauteng

Enquiries:

Ockla Ludick

Telephone: (011} 703 7630

Fax:
E-maii;

{011) 703 7690
ockisl@agsa.co.za
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Usefulness of reported performance information

17. The following criteria were used io assess the usefulness of the planned and reported
performance:

 Consistency: Has the municipal entity reporied on its performance with regard to its

objectives, indicators and targets in its approved strategic planfannual performance
plan, i.e. are the objectives, indicators and targets consistent between planning and
reporting documents?

*+ Relevance: Is thers a clear and logical link between the objectives, outcomes, outputs,
indicators and performance targets?

» Measurability: Are objectives made measurabls by means of indicators and targsts?
Are Indicators well defined and verifiable, and are targets specific, measurable, and
time bound?

The following audit findings relate to the above criteria:

Planned and reported indicators not well defined

18. For the selected programmes, 33% of the planned and reported indicators were not well
defined.

Planned and reported performance targets not specific

18. For the selected programmes, 33% of the planned and reported performance targets
wera not specific.

Rellability of reported performance information

20. The following criteria were used to assess the ussfulness of the planned and reported
performance:

+ Validity: Has the actual reported performance occurred and doss it pertain to the entity

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

* Accuracy: Amounts, numbers and other data relating to reported actual performance
has been recorded and reported appropriately,

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

The following audit finding relate to the above criteria:

Reported indicators not reliable when compared to source informatlon

21. For the selected programmes, 25% of the reported indicators were not accurate when
compared to source information.

Compliance with laws and regulations
Municipal Finance Management Act, 2003 (Act No. 56 of 2003)

Expenditure was not paid within parameters set by the appiicabie leglslation

22. Contrary to the requirements of section 99(2)(b) of the MFMA, expenditurs was not
aiways paid within the required 30 days from the receipt of an invoice.




The accounting officer did not adhere to his responsibilities

23. Contrary to the requirements of sections 97(d) of the MFMA, the accounting officer did
not fully adhere to his statutory responsibilities as a significant portion of revenue from
informai traders was not collected.

The financial statements were not prepared in accordance with applicable legislation

24. Contrary to the requirements of sections 122(1) of the MFMA, the municipal entity did not
prepare financial statements in accordance with the legislative requirements as the
financial staterents submitted for audit on the 31 August 2010 since material
amendments were made to revenue and debtors as a result of the audit.

Companies Act, 2008 (Act No. 71 of 2008)

The statutory requirements have not been complied with

25, Contrary to the requirements of section 242(2) and {4) of the Companies Acl, the
minutes of the ordinary directors’ meetings for the current financial year containing
written resolutions were not signed by the chairperson of the board as svidence of the
proceedings of the meetings.

INTERNAL CONTROL

26. | considered internal control relevant to my audit of the financlal statements and the
report on predetermined objectives and compliance with the MFIMA, but not for the
purposes of axpressing an opinion on the effectiveness of internal control,

27. The matters reported below are limited to the significant deficiencies regarding the basis
for the opinion paragraph, the findings on the report on predetermined objectives and the
findings on compliance with laws and regulations,

Leadarship

28, The entily did not always operate with a set of formalised and approved policies that
could be used to monitor and in certain cases measure performance of the officials.

29. Certain key internal contro! deficiencies raised in the prior periods were not all
addressed.
Financial and performance management

30. The finance department was riot properly capacitated and sufficiently skilled as the
financial statements were subject fo certain material amendments resulting from the
audit.

31. Certain performance indicators and targets were not well defined and specific and
reported performance information was not always accurate.

32. Significant delays were experienced in receiving the requested information due to
inappropriate record keeping and record managemerit.

Governance

33. The system of internal control relating to creditors payments and revenue management
for informal traders was found to be inadequate.
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THE METROPOLITAN TRADING COMPANY (PTY) LTD

{Registration number 1999/011422/07)

Annual Financial Statements for the year ended 30 June 2010
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The directors are required by the Municipal Finance Management Act (Act 58 of 2003), to maintain adequate accounling
records and are responsible for the content and integrity of the annual financial statements and related financial
information included in this report, It is the responsibility of the diractors 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
fiows for the period then ended. The exlernal audilors are engaged to express an independent opinion on the annual
financial stalemenis and were given unrestricted access to all financial records and related data.

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

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

The directors acknowladge that they arg ultimately responsible for the system of internal financial control established by
the entity and place considerable impartance on maintaining a strong control environment. To enable the direclors to
mest these responsibilities, the directors set standards for internal control aimed at reducing the risk of error or deficit in
a cost effective manner. The standards include the proper delegation of responsibilities within a clearly defined
framework, effective accounting proceduras and adeguate segregation of duties to ensure an acceptable level of risk.
Thesa controls are monitored throughout the entity and all employees are required to maintain the highest ethical
standards in ensuring the entily’s business ie conducted in a manner that in all reasonable circumstancas is above
reproach. The focus of risk management in the entity is on identifying, assessing, managing and monitoring all known
forms of risk across the entity, While operating rigsk cannot be fully eliminated, the enfity 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 systam of internal financial control ¢an provide only reasonable, and not
ahsolute, assurance against material misstatement ar deficit, .

The directors have reviewed the entily's cash flow forecast for the year to 30 June 2011 and, in the light of this reviaw
and the current financial position, they are satisfied that the entity has or has access to adequate resources to continue
in operational existence for the foreseeabla future, The City of Johannesburg Metropolitan Municipality has confirmed
that it will continue to support the Metropolitan Trading Company (Pty) Ltd in the Audit and Risk Commitiee meating that
took place on Friday 27 August 2010,

The entity is wholly dependent on the City of Johannesburg Metropolitan Municipalily for continued funding of operations
which they have undertaken. The annual financial statements are prepared ¢n the basis that the entity Is a going concemn
and that the Metropolitan Trading Company {Ply} Ltd has neither the intention nor the need to liquidate or curtail
materially the scale of the entily.

The external auditors are responsible for independently reviewing and reparting on the entity's annual financial
statements, The annual financial statemanis have been examined by the entity's external auditors and their report is
presented on paga 4.

The annual financial statements set cut on pages 4 to 34, which have been prepared on the going concern basis, were
approved by the diractors on 30 November 2010 and were signed on its behalf by:

" MHlome/

T
W,

Mr AX m — Ms X Hioma {Chalrparson)

Chief Exegutive Officer Non-exacutive director
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THE METROPOLITAN TRADING COMPANY (PTY) LTD
(Ragistration number 1999/011422/07)
Annual Financial Statements for the year ended 30 June 2010

Directors’' Report

2.

4.

The directérs submit thair report for the year ended 30 Juna 2010.

INCORPORATION

The entity was incorporated on 01 March 1999 and obtained its certificate o commence business on the same day.
REVIEW OF ACTIVITIES

Main business and operations

The entity is angaged in management of retall markets for formal and informal traders, ranking and holding facilities
for public transport operators, provision of suppart to traders, ranking and holding facilities for public transport
operators, the company pravides support to traders and taxi operators in the form of market promotionsand business
training. management of ticket sales, security and cleaning of bus rapid transport system on behalf of the City of
Johannesburg Metropolitan Municipality.

The mandate of the company was changed to include the management of the Rea Vaja BRT stations. This resulted in a
significant increase in grants received from the City of Jahannesburg Metropolitan Municipality as well as related
expenditure which consists mainly of an increase in salaries and wages as wall as security and cleaning costs.

The operaling results and the state of affairs of the company are fully set out in the aftached annual financial
statements and do not in our opinion require any further comment.

Net deficit of the company was R 394,137 (2009: deficit R 1,033,873),
GOING CONCERN

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

The ability of the company to continue as & going concern is dependent on the City of Johannasburg Matropolitan
Municipality providing an increased subsidy.

The City of Johannesburg Metropolitan Municipality has provided an increased operating subsidy of R48.059 million
(2002: R40.135 million). No capital expenditure was funded by tha City of Johannesburg Metrapolitan Municipality for the
currant financial year (2009: R5.5 million). However, the Company has been allocaled R45 million to implement
refurbishment projects on behalf of the City of Jhannesburg.

Tha company is reviewing its business model which is aimed at the effective managemant of the city's facilities and
maximization of it revenue generating potential.

SUBSEQUENT EVENTS

The diractors and management are not aware of any matter or circumstance arising since the end of the financial year,
to the date of this report in respect of matters which would require adjustments to the annual financlal statements.
However, the Board of the Company was reconstitutad following the resignation of some Board members.

DIRECTORS' INTEREST IN CONTRACTS

The directors of the company did not have any interest in coniracts entered into by the company during the year under
review.

BORROWING LIMITATIONS

Section 108 of the Municipa! Finance Management Act 56 of 2003 provides that the Metropolitan Trading Company (Ply)
Ltd may raise financing, but only in accerdance with the approved multi year business plan and chapter 6 provisions.

NON-CURRENT ASSETS

There ware no major changes in the nature of the non-current assets of the company during the year.
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THE METROPOLITAN TRADING COMPANY (PTY) LTD
{Regisiration number 1999/011422/07)
Annual Financial Statements for the ysar ended 30 June 2010

Directors' Report

10.

DIVIDENDS

No dividends were declared or paid to shareholder during the year.
DIRECTORS

The directors of the entity during the year were as follows:

Name Changes
*Mr T Nzimakwe (Chairperson)

“*Mr T Thacoane

**Ms F Mgidi

*Dr K Dakile

*Ms A Egbers

*Dr K Mbatha

*Ms M van Eeden

*MrM Luus

*Ms N Mabaso

Ms L Mpuru Appointed Tuesday, 26 January 2010
Mr A Sam (CEQ)

* Appointed on 23 January 2009
**Appointed on 30 January 2007

The following directors resigned after year end but before the issue of the financial statements

Mr T Nzimakwe Resigned 23 July 2010
Dr K Dakile Resigned 27 July 2010
Ms A Egbers Resigned 28 July 2010
Ms N Mabaso Rasigned 28 July 2010
Ms F Mgidi Resigned 1 August 2010
Ms M van Eeden Resigned 2 August 2010
Mr T Tlhacoane Resigned 11 August 2010

The following directors were appointed after year end but befora the issue of the financial statements, with effect from 19

August 2010, as non-axecutive directors of MTC on an interim basis

Ms X Hloma (Chairpersan)
Ms F Segole

Ms D Dondur

Ms N Singh

Ms B Skenjana

Mr F Matabana

Mr J Nkeli

Chief Executive Officer

On 7 April 2010 the Chief Execufive Officer of the company was put on special leave and the Chairperson of the Audit
and Risk commitlee was asked by the hoard of directors to act as Chief Executive Officer effective from the same day.

The Chief Executiva Officer resumed his duties on 26 July 2010,
SECRETARY
The sacretary of the entity is Mr MJ Mashapa of:

Business address
Top Deck, Metro Mall
171 Bree Strest
Neawtown
Johanneshurg

Postal address
PO Box 870
Newtown
2113
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THE METROPOLITAN TRADING COMPANY (PTY) LTD

{Registration number 1999/011422/07)

Annual Financial Statements for the year ended 30 June 2010

Directors' Report

1.

12.

CORPORATE GOVERNANGE

General

The board of directors is committed to business integrity, transparency and professionalism in all its activities. As part of

this commitment, the board of directors su

development of best praclice.

pports the highest standards of corporate governanca and the ongoing

The Metropolitan Trading Company {Pty) Ltd confirms and acknowledges its responsibility to complianca with the Code
of Corporate Practices and Conduct ("the Code") laid out in the King Code on Corporate Governance. Where applicable
the board of directors discuss the responsibilities of management in this respect, at Board meetings and monitor the
company's compliance with the code on a thres monthly basis.

Executlve meetings

Non-executive directors have access to ail members of management of the entity.

Name

Mr T Nzimakwe (Chairperson}

Mr TT Tihacoane

Ms F Mgidi

Dr K Dakile

Ms A Egbers

Mr M Luus

Ms L Mpuru (Appolnted 26 January 2010)

* Ms R Kenose (Appointed 28 January 2010)
* Mr H Moclla (Appointed 26 January 2010)
* Mr R Theunlssen

* Ms D Ndaba

Total number of meatings held

Ms N Mabaso
Ms M van Eeden

Audit and risk committee

“Indepandent audit commitice members
Ms O Ndabe was retired on 26 January 2010

CONTRIBUTION FROM OWNERS

Board
meeting

=0 N B

Audit HR
committee committee
meeting meeting

6 -
6 -
1 -
1 -
1 -
5 -
5 -

6 3

- 3

- 3

OPS
committee
meeting
1
1

3
2
1

— -

There were no changes in the authorised or Issued share capital of the company during the year under review,

The entive sharsholding of the company is held by the City of Johannesburg Metropolitan Municipality.

Unissued ordinary shares are under the control of the City of Johannesburg Metropolitan Municipality.




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 entity has lodged with the Registrar all such returns as required by the
Companies Act and that afl such returns are true, correct and up to date.

r MJ Mashapa

Johannesburg
Tuesday, 31 August 2010

7
The supplementary information presented does not form part of the annual financlal statements and is unaudited
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THE METROPOLITAN TRADING COMPANY (PTY) LTD

(Registration number 1999/011422/07)

Annual Financial Statements for the year ended 30 June 2010

Statement of Financial Position

Figures in Rand Note(s) 2010 2009
ASSETS
Current Assots
Trade and other raceivables (Exchange transactions) 3 50,856,477 46,830,789
VAT receivable 4 - 390,869
Cash and cash equivalents 8 683 9,000
50,857,160 47,230,658
Non-Current Assets
Investment property 6 46,480,431 46,744,316
Property, plant and equipment 7 1,974,862 2,078,391
Intangible assets 8 234,901 450,972
Operating lease asset 2 28,973,843 29,370,505
77,674,137 78,642,184
Total Assets 128,631,297 125,872,842
LIABILITIES
Current Liabitifies
Finance leasa chligation g 172,333 -
Trade and other payables (Exchange transactions) 10 40,693,662 37,911,651
VAT payable 11 80,618 -
Provisions 12 108,000 250,000
41,054,503 38,161,651
Non-Current Liabllities
Finance leasa obligation 9 159,740 -
Total Llabilities 41,214,243 38,161,651
Net Assats 87,317,054 87,711,191
NET ASSETS
Share capital 13 163,897,490 163,897,490
Accumulated deficit (76,580,436) (76,186,299)
Total Net Assets 87,317,054 87,711,191

L




THE METROPOLITAN TRADING COMPANY (PTY) LTD

(Registration number 1999/011422/37)

Annual Financial Statements for the year ended 30 June 2010

Statement of Financial Performance

Figures in Rand Note(s} 2010 2009
Revanue

Advertising revenue 669,966 1,591,855
Electricity 15 1,142,530 1,050,338
Fair value adjustments 22 (1,922,862) (981,860)
informal trader rental 4,662,540 4,663,761
interest received - investment 21 3,252 980 5,414,573
Municipal grants 16 48,059,000 40,135,000
Other income 17 3,264,103 119,209
Public transport rental 47,708 1,211,228
Recoveries 21,645 -
Retail rental 5,149,939 4,951,060
Total Revenue 64,347,448 58,164,154
Expendlture

Employee costs 19 (11,312,133} (8,283,313)
Depreciation and amortisation 23 {1,479,478)  (1.229,429)
Impairment loss/ Reversal of impairments 24 - {1,538,520)
Finance costs 25 {966,774) (350,458)
Bad debts 20 (4.857,810)  (1,341,795)
Repairs and maintenance {3,967.5611)  (1,345,833)
General Expenses 18 (8,297,824) (8,984 368)
Genaral Expenses - Cleaning (8,733,257)  (8.961,030)
Ganeral Expenses - Secutity {15,402,613) (15.424,768)
General Expenses - Utilities (10,024,173} (10,738,612}
Total Expenditure (64,741,573) (69,188,027)
Loss on disposal of assets and liabilities {13) -
Taxation 26 - -
Deficit for the year (394,137)  (1,033,873)




THE METROPOLITAN TRADING COMPANY (PTY) LTD
{Registration number 1989/011422/07)
Annual Financial Statements for the year ended 3¢ June 2010

Statement of Changes in Net Assets

Nate{s} Share capital Share Tofal shara  Accumulated Total equity
Figures in Rand premium capital deficit
Opeaning balance a8 previously reported 476 163,897,014 163,897,490 (75,376,424} 68,521,006
Adjustments
Prior year adjustments 30 - - - 82,548 82,548
Balance at 01 July 2008 as restated 478 163,897,014 183,897,490 {75,293,876) 88,603,614
Changes in net asaals
Daficit for the year - - - (1,033,873} (1,033,873
Asssts found - - - 141,450 141,450
Tolal changes - - - (692,423)  (892,423)
Balance at 01 July 2009 476 163,897,014 163,897,490 (76,186,299) B7,711,191
Changas in net assets
Deficit for the year - - - {394,137) (394,137}
Total changes - - - (394,137)  (384,137)
BHalance at 30 Junp 2010 476 163,897,014 163,857,490 {76,580,436) 87,317,054

10




THE METROPOLITAN TRADING COMPANY (PTY)LTD
(Registration number 1999/011422/07)
Annual Financial Statements for the year ended 30 June 2010

Cash flow statement

Figures in Rand Note(s) 2010 2009

CASH FLOWS FROM OPERATING ACTIVITIES

Recaipts

Sale of goods and services 96,649,780 69,545,892

Interest income 3,252,980 5,414,573

98,902,760 74,960,465

Paymants

Suppliers {9B,668,374) {73,093,131)

Finance costs {951,759) (341,558)
(99,620,133) (73,434,689)

Net cash flows from operating actlvities 28 282,627 1,525,776

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of property, plant and equipment 7 {(607,086) (1,413,010}

CASH FLOWS FROM FINANCING ACTIVITIES

Finance lease payments 317,058 (112,354)

Net increase/{decrease} in cash and cash eguivalents {8,311} 412

Cash and cash equivalents at the beginning of the year 9,000 8,588

Cash and cash equivalents at the end of the yoar 5 689 9,000

"




THE METROPOLITAN TRADING COMPANY (PTY) LTD
(Registration number 1999/011422/07)
Annual Financial Statements for the year ended 30 June 2010

Accounting Policies

1.1

1.2

Presentation of Annual FInancial Statements

The annual financial stalements have been prepared in accordance with South African Statements of Generally
Recognised Accounting Practice (GRAP) issued by the Accounting Standards Board in accordance with the
Municipal Finance Management Act (Act 66 of 2003).These annual financlal statements have been prepared on an
accryal basis of accounting and are in accordance with historical cost convention unless speclfied otherwise. They
are prasented in South African Rand,

A summary of the significant accounting policies, which have been consistently applied, are disclosed below.
These accounting policies are consistent with the previous period,
Significant judgements and sources of astimatlon uncertainty

In preparing the annual financial statements, managemant 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:

Trade raceivahlos

The entily assesses its trade receivables far impairment at the end of each reporiing period. In determining whether an
impairment loss should be recorded in surplus or deficit, the surplus makes judgements as to whether there is
observable daia indicating a measurable decreass in the estimated fulure cash flows from a financial asset.

The Impairmant for tfrade receivables is calculated on a portfolio basis, based on historical loss ratios, adjusted for
national and industry-specific economic conditions and other indicators present at the reporting date that correlate with
defaults on the portfolio. These annual loss ratios are applied to foan balances in the portfolio and scaled to the
estimated loss emergence pariod.

Fair value estimation

The carrying value less impalment provision of trad'e receivables and payables are assumed to approximate their fair
values. The fair value of fihancial liabilities for disclosure purposes is estimated by discounting the future contractual
cash flows at the current market interest rate that is availabla to the entity for simllar financial instruments.

Useful lives

The entity's management defermines the estimated useful lives and related depreciation charges for property, plant and
aquipment. This estimate s based on induslry norm. Management will Increase the depreciation charge where useful
lives are less than previously estimated useful lives.

Allowance for douhtful debts

On debtors an impairment loss is recognised in sumpius and deficit when thera is objective evidence that it is impaired,
The impairmant is measured ag 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,

Investment property

Investment property is propery (land or a building - or part of a building - or both) held to earn rentals or for capital
appreciation or both, rather than for:

*  uss in the preduction or supply of goods or services or for

¢  administrative purposes, or

*  sale in the ordinary course of oparations.

Owner-occupled property is property held for use in the production or supply of goods or services or for administrative
purposes.

Investment property is recognised as an asset whan, It is probable that the futurs economic benefits ar service potential
that are associated with the investment property will flow to the enfity, and the cost or fair valus of the investment
properly can be measured reliably.
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1.2 Investment property (continued)

1.3

nvestment properly is initially recognised at cost, Transaction costs are included in the initial measurement,

Where investment property is acquired at no cost or for a nominal cost, its cost is its fair value as at the date of
acqulsition,

Costs include costs incurred initially and costs incurred subsequently fo add to, or to replace a part of, or service a
property. If a replacemant part is recagnised in the carrying amount of the investment property, the carrying amount of
the replaced partis derecognised.

Cost model

Investment property is carrisd at cost less acocumulated depreciation and any accumulated impairment losses.

Depreciation is pravided to write down the cost, less estimatad residual valus by equal instafiments over the useful life of
the property, which is as follows:

iterm Useful life
Property - fand indefinite
Praperty - buildings 25 years

Investment property is derecognised on disposal or when the investment praperty is permanently withdrawn from use
and no future economic benefits or service potentiat are expecled from its disposal.

Gains or losses arising from the retirement or disposal of investment property is the differance between the net disposal

proceeds and the carrying amount of the assst and is recognised in surplus or deficit in the period of retirement or
disposal.

When classification is difficult, the criterla used to dislinguish investment property from owner-occupied property and
from property held for sale in the ordinary course of business, are as follows:

Property, plant and equipment

Property, plant and equipment are tangible non-current asssts (including infrastructure assets) that are held for use in
the production or supply of goods or sarvices, rental to athers, or for administrative purposes, and are expected to ba
usad during more than one period.

The cost of an item of property, plant and equipment s recognised as an asset when:

* It is probable that future economic benefils or service potential associated with the item will flow to the antity;
and

*  the cost of the item can be measured reliably.
Property, plant and equipment s initially measured at cost.

The cost of an item of properly, plant and equipmant is the purchase price and other costs atiributable to bring the asset
ta the location and condition necassary for it to be capable of operating in the manner intended by management. Trada
discounts and rebates ara deducied in arriving at the cost.

Whare an asset is acquired at no cost, or for a nominal cost, its cost is its fair value as at date of acquisition.

Where an item of property, plant and equipment is acquired In exchange for a non-monsetary assst or monetary assets,
or a combination of monetary and non-monetary assets, the asset acquired is initially measured st fair value {the cost).
If the acquirad item's fair value was not determinable, its deemad cost is the carrying amount of the asset(s) given up.

When significant compenents of an item of property, plant and equipment have different usaful tives, they are accounted
for as separate items {major components) of property, plant and equipment.

Casts 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 replacemant cost is recognised in the carrying amount of an
item of property, plant and equipment, the carrylng amount of the replaced part is derecognised.
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1.3 Property, plant and equipment (continued)

———

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

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

Any increase In an assel's carrying amount, as a resull of a ravaluation, is credited directly to a revalutation surplus. The
increase Is racognised in surplus or deficit to the extent that it reverses a revaluation decrease of the same assat
previously recognised in surplus or deficit,

Any decrease in an asset's carrying amounl, as a result of a revaluation, is recognised in surplus or deficit in the current
period. The decrease is debited directly to a revaluation surplus fo the extent of any credit balance existing in the
revaluation surplus in respect of that asset.

Property, plant and equipment are dapreciated on the straight line basis over their expectad useful lives to their
estimated residual valus,

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

Property, plant and equipment is carried at revalued amount, being the fair value at the date of revaluation less any
subsequent accumulated depreciation and subsaquent accumulated impairment losses. Revaluations are made with
sufficient ragularity such that the carrying amaunt does not differ materially from that which would be determined using
fair valve at the end of the reporting period.

Any increase in an asset's carrying amount, as a result of a revaluation, is credited directly to a revaluation surplus. The
ingrease 1s recognised in surplus or deficlt to the extent that it reverses a revaluation decrease of the same asset
previously racognised in surplus or deficit,

Any decrease in an asset's canrying amount, as a result of a revaluation, is recognised in surplus or daficit in the current
period. The decrease is debited in other comprehensive income fo the extent of any credit balance existing in the
ravaluation surplus in respact of that asset.

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

Item Average useful life
Plant and machinery 8 years

Furniture and fixtures 10 years

Motor vehicles 4 -G years

Cffice aquipment 3-5years

IT equipment 2 -4 years

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

The depraciation charga for each perfod is recognised in surplus or deficit unless It is inefrded In the carrying amount of
anolher asset.

items of property, plant and equipment are derecognised when the asset is disposed of er when there are no further
economic benefits or service potential expscted from the use of the asset,

The gain or loss arising from the derecognition of an itam of property, plant and equipment is included in surplus or
deficit when the ilem is derecognised. The gain or loss arising from the derecagnificn of an item of property, plant and
equipment Is determined as the difference between tha net disposal procaeds, if any, and the carrying amaunt of the
item.

14
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1.4 Intangible assets

1.5

An asset is idenfified as an intangible asset when it;

*  is capable of being separated or divided from an entily and sold, fransferred, licensed, rented or exchanged,
either individually or together with a related centract, assets or liability; or

*  arises from contractual rights or other legal rights, regardiess whether those rights are transferable or separata
from the entity or fram other rights and obligations,

An infangible asset is recognised when:

*  itis probable that the expected future economic benefits or service potential that are atiributabla to the asset will
fiow to the entity; and

*  the costor fair value of the asset can be measured reliably,

Iftangible assets are initially recognised at cost,

An intanglble asset acquired al no or neminal cost, the cest shall be its fair value as at the date of acquisition.

Intangible assels are carriad at cost less any accumulated amortisation and any Impairmant losses.

An Intangible asset is regarded as having an indefinita useful life when, based on all relevant faclars, there is no

foreseeable limit to the period over which the asset is expecled 1o generate net cash inflows or service potential.

Amartisation is not pravided for these intangible assels, but they are tested for impalirment annually and whenever there

is an indication that the asset may be impaired, For all other intangible assets amartisation is provided on a straight line

basis over their useful life.

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

Amortisation of intangible assets begin when it is available for use, i.e. when it is in the location and condition necessary

for it to be capable of operating fn tha manner intended by managemant. Depreciation ceases when the intangible asset

is derecognised. '

Reassessing the useful life of an intangible asset with a finite useful life after it was classified as indefinite Is an indicator

that the asset may be impairad. As a result the asset is tested for impairment and the remaining carrying amount is

amortisad over its useful life.

Internally generated brands, mastheads, publishing fities, customer lists and items similar in subsiance are nol
recognised as intangible assets.

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

Item Useful life
Compulsr software § -7 years

Intangible assats are derecognised:
»  ondisposal, or
*  when no future sconomic benefits or service potential are expecled from its use or disposal.

The gain or loss is the differance between the net disposal proceeds, if any, and the carrying amount. It is racagnised in
surplus or deficit when the asset is deracognised,

Financlal instruments
Classification

The entity classifies financia| assets and financial liabilities inlo the following categories:
. Loans and receivables

Initial recognition and measurement

Financial instruments are recognised inltially when the entity becomes a party to the contractual provisions of the
instruments.
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1.5 Financial Instruments (continued)

The entity classifies financial instruments, or their compenent 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 valuge, except for equity investments for which a fair value is not
determinable, which are measured at cost and are classified as avaiiable-for-sals financial assets,

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

Regular way purchases of financial asse!s are accounted for at trade date.
Subsequent measurament

Loans and receivables are subsequently measured at amortised cost, using the effective interest method, less
accumulated impairment losses.

Impairment of financial assets

Ateach end of the repoHing period the entity assesses all financial assats, other than those at fair value through surplus
or deficit, to determine whether there is abjective evidenca that a financial asset or group of financial assets has been
impaired.

For amounts dua to the entity, significant financial difficulties of the deblor, probability that the deblor will enter
bankruptcy and default of payments are all considerad indicators of impairment.

In tha case of equily securilies classified as available-for-sale, a significant or prolonged decline in the fair value of the
security below its cost is considered an indicator of impairment. If any such evidence exists for available-for-sale
financial assets, the cumulative loss - measured as the difference batween the acquisition cost and current fair value,
less any impairment loss on that financial asset previously recognised in surplus or deficit - is removed from equity as a
reclassification adJustment and recognised in surplus or deficit.

Impairment losses are recognised in surplus or deficit.

Impairment losses are reversad when an increase in the financial asset's recoverable amount can ba related objectively
to an event ocourring after the impairment was recognised, subject to the rastriction that the carrying amount of the
financial asset at the date that the impairment is reversed shall not exceed what the carrying amount would have been
had the impairment not been recognised.

Reversals of impairment losses are recagnised in surplus or deficit except for equity investments classified as available-
for-sale,

Impairment losses are also not subsequently reversed for available-for-sale equity investmants which are held at cost
because fair value was not determinable.

Where financial assets are impaired through use of an alfowance account, the amount of the loss is recegnised in
surplus or deffcit within operating expenses. When such assets are written off, the writa off is made against the relevant
allowance account. Subsequent recoveries of amounts previously written off are cradited against operaling expensas.

Trade and other receivables

Trade receivables aro measured al inifial recagnition at fair value, and are subsequently measured at amortised cost
using the effective interest rate method. Appropriate allowances for estimated irrecoverable ameunts are recognised in
surplus or deficit when there is objective evidence that the assel is impaired. Significant financial difficulties of the debtor,
probability that the debtor will enter bankruptcy of financial reorganisation, and default or delinquency in payments (more
than 30 days overdue) are considered indicators that the lrade receivable is impairad. The allewance recognised is
measured as the difference between the asset's carrying amount and the presant 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 amount of the deficit is
recognised in surplus or deficit within operating expenses. When a trade receivable is uncollectils, it is written off
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1.7

Financial instruments (continued)
against the allowance account for trade receivables. Subsequent recoveries of amounts previously writtan off are
credited against operating expenses in surplus or deficit.

Trade and other receivables are classified as loans and receivables.
Trade and other payahles

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 othar shart-term highly liquid investments
that are readily converlible to a known amaunt of cash and are subject to an insignificant risk of changes in value, These
are iniflally and subsequently recorded al fair value.

Bank overdraft and horrowings

Bank cverdrafts and borrowings are initially measured at fair value, and are subsequently measured at amortised cost,
using the effective inlerest rate method. Any diffarence between the proceeds (net of transaction costs) and the
setlement or redamption of borrowings is recognised ovar tha tarm of the borrowings In accordance with the entity's
accounting policy for borrowing costs.

Tax
Current tax assets and llabllities

Current tax for current and prior perieds is, to the extent unpaid, recognised as a lability. i the amount already paid in
respect of current and prior periods exceeds the amount due for those perlods, the excess is recognised as an asset.

Current tax liabilities (assets) for the current and prior periods are measured at the amount expected fo be paid to
(racavered from) the tax authorities, using the tax rates (and tax faws) that have been anacted or substantively enacted
by the and of the reporting period.

Deferred fax assets and liabilities

A deferred tax liability is recognised for all taxable temporary differences, except to the axtent thal the deferred tax
liablfity arises from the initial recegnition of an asset or liability in a transaction which at the time of the transaciion,
affects neither accounting surplus nor taxable profit (tax loss).

A deferred tax asset is recognised for all daductible temporary differences to the exiant that it is probable that taxable
surplus will be available against which the deductible temporary diffsrence can be utilised. A deferred tax asset is not
recognised when it arises from the Initial recagnition of an asset or liability in a transaction at the time of the
transaction, affects neither accounting surplus nor taxable profit (tax loss),

A defaerred tax asset is recognised for the carry forward of unused tax losses and unused STC credits to the extent that it
i probable that future taxable surplus will bs available against which the unused tax losses and unused STC credits can
ba utilised.

Deferred tax assels and liahiiities are measurad al the tax rates that are expected to apply ta the pariod when the asset is
realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted by
the end of the reporting period.

Provisions and contingencios

Provisions are recognised when:

«  the entity has a present obligation as a result of a past event;

* Itis probable that an outflow of resources smbodying economic benefits or service potential will be required to
settle the obligation; and

* areliable estimate can be made of the obligation.
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1.8

Provisions and contingencies (continued)

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

Where the effect of time valus of money is matarial, the amount of a provision is the presant valua of the expenditures
expscted 1o be required to settle the obligation.

The discount rate is a pre-tax rate that reflacts current marke! assessmeants of tha time value of money and the risks
specific fo the liability.

Whare some or all of the expendilure required ta settle & provision is expected to be relmbursed by ancther party, the
relmbursement is recognisad when, and only when, it is virtually certaln that reimbursement will be recelved if the entity
sellles the obligation. The reimbursement is treated as a separate asset. The amount recognised for the reimbursement
doas not exceed the amaunt of the provision,

Provisions are reviewed at each reporting date and adjusted to reffact the current hest sstimate, Provisicns are reversed
if it Is no longer probable that an outflow of resources embodying economic banaefits or service potential will be required,
to settls tha cbligation,

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

A provision fs used only for expendilures for which the provision was originally recognised.
Provisions are not racagnised for future operating deficits,

If an entity has a conlract that is onerous, the present obligation {net of recoveries) under the contract Is recognised and
measured as a provision.

A conslructive obligation to restruclure arises only when an enfity:
*  has a detailed formal plan for the rastructuring, identifying at least:
- the aclivity/operating unit or part of a activity/operating unit concemed:
- the principal locations affected:
- the [ocation, function, and approximate numbar of employees who wili be compensaled for services being
terminated;
- the expendituras that will be undertaken; and
- when the plan will be implamented; and
*  has raised a valid expectation in those affected that it will carry out the restructuring by starting to Implement
that plan or announcing its main features to those affected by it.

A restructuring provision includes only the direct expenditures arising from the restructuring, which are those that are
both:

*  necessarily entailed by the restructuring; and
*  not associated with the ongeing activifies of the entity

No obligation arises as a consaquence of the sale or transfer of an operation until the enlity is committed to the sale
or transfer, that is, there is a binding agreement.

After their initial recognition contingent labilities recoghised in business combinations that are racognised separalely
are subsaquently measured at the higher of:

*  the amount that would be recognised as a provision; and

*  the amount initially recognised less cumulative amorisation,

Contingent asseta and contingent liabilities are not recognised. Contingancies are disclosed in note .

Revenue from exchange transactions

Revenue is the gross inflow of econamic benefits or service polential during the reporting period when those inflows
result in an increase in nef assets, other than increases refating to contributions from owners.

An exchange transaction is one in which the Municipality receives assets or services, o has liabilities extinguished, and
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1.8 Revenue from exchanga transactlons (continued)

1.9

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 settied, betwaen knowladgeable, willing
parties in an arm's length transaction,

Measurement

Revenue is measured al the fair value of {he consideration received or receivable, net of trade discounts and volume
rabates,

Management fees

Revenue includes only the gross inflows of economic benefits or service potential received and receivable by the
entity for its own account.

Cash recaived in terms in terms of the service fevel agreemant hetween MTC and the Cily of Johannesburg
Metropolitan Municipality to pay for cleaning and sacurity services for the BRT statlons is not recognised as revenue.

Interest, royaltles and dividends

Revenue ariging from the use by othars of entity assets yielding interest, royallies and dividends is recognised when;

* ltis probable that the economic benefits ar service potential associated with the transaction will flow {0 the entity,
. 'T'ﬂg amount of the revenue can be measured reliably.

Interest is recognised, in surplus ar deficit, using the effective interest rate method.

Royallies are recognised as they are earned in accordance with the substance of the relavant agreements.

Dividends, ar their aquivalents are recognised, in surplus or deficit, when the entity’s right to receive payment has besn
established.

Service fees included in the prica of the product are recognised as ravenue over the period during which he servica is
parformed,

Revenue from non-exchange transactions

Non-exchange transactions are defined as transactions where the entity receives value from another entity without
directly glving approximataly equal velue in exchange.

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

Fair value is the amount for which an assat could be exchanged, ¢r a liability settled, betwean knowledgsable, willing
parties in an arm'’s length transaction.

Measurement

Revenue is measured at the fair value of the consideration received or receivable, net of trade discounis and volume
rébates,

Municipal grants

Municipal grants are recognised as revenue when:

*+  itis probable that the economic benefits or service potential associated with the transaction will flow to the entity,
*  the amount of the revenue can be measured reliably, and

¢ tothe extent that there has been compliance with any reslrictions associated with the grant.

The enfity assesses the degree of certainty attached to the flow of future economic benefits or servica potential on the
basis of the available evidence. Certain grants payable by one level of government to another are subject to the
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1.9 Ravenue from non-exchange transactions (continued)
availability of funds. Revenus from these grants is only recognised when it is probable thal the economic benefits or
service potential asscciated with the transaction will flow to the entity. An announcement at the beginning of a financial
year that grants may be available for quelifying entities in accordance with an agrasd 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 en government grants may resuit in such revenue being recognised an a time propertion basis. Where there
is no restriction on the period, such revanue is recognised on receipt or when the Acl becomes efisctive, which-aver is
earlier,

When government remit grants on a re-imbursemant basis, revenue is recognised when the qualifying expense has been
incurred and to the extent that any other restrictions have been comulied with,

Other grants and donatlons

Other grants and donations are recopnised as revenue when:

*+  itis probable that the economic benefits or service potantial associated with the transaction will flow to the enlity;
*  the amount of the revenus can be measured reliably; and

¢ tothe extent thal there has been compliance with any restrictions associated with the grant.

If goods in-kind are received without conditions attached, reverus is recognised immediately. If conditions are attached,
a liability is recognised, which is reduced and revenue recognised as the conditions ars satisfied.

1.10 Comparative figures
Where necessary, comparative figures have been reclassified to conform to changes in presentation in the current year,
1.11 Unauthorised expenditure

Unauthorised expenditure maans:

= 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 purpese of the main division.

All expenditure relating to unauthorised expendilure 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 expenss, and where recovered, It is subsequently accounted for as revenue in the slatement of financial
performance.

1.12 Fruitless and wasteful expenditure

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

All expenditure relating to fruitless and wasteful expenditure is recognised as an expense in the stalement of financial
perfermance in the year that the expenditure was incurred. The expenditurs is classifled in aceordance with the natura of
the expense, and where recoverad, it is subsaquently accounted for as reverua In the slatement of financial
performance,

1.13 Irregular expanditure

Imegular expenditure that was incurred and identified during the currant financial and which was condoned befare year
end and/or before finalisation of the financial statements must also be recorded apprepriately in the imegular expenditure
register. In such an instance, no further action is alse required with the excaption of updating the note to the financial
statements.

Iregular expenditure that was incurred and identified during the current financial year and for which condonement is
being awaitad at year end must be recorded in the irregular expenditure register. No further action Is required with the
excaplion of updating the note to the financial statsments.

Whers irregular expenditure was incurred in the previous financial year and is only condoned in the fallowing financial
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1.13 irregular expenditure (continued)
year, the register and the disclosure note to the financial statements must be updated with the amount condonad.

Irregular expenditure that was incurred and identifled during the current financial year and which was not condoned by
the National Traasury or the relevant authority must be recorded appropriately in the frregular expenditure register. If
liability fer the irreguler expenditure can be attributed to a parson, a dabt account must be created if such a person is
liable in law. Immediate staps must thereafter be taken to recover the amount from the person concerned, If recovery is
not possible, the accounting officer or accounting autharity may write off the amount as debt impairment and disclose
such in the relevant note to the financial statements. The irregular expanditure register must also be updated
accordingly. If the irregular expenditure has not been condoned and no parson is liable in law, the expenditure related
thereto must remain against the relevant programme/expenditure itern, be discloged as such in the note to the financial
statements and updated accordingly in the irregular expenditure register,

1.14 Cffaetting

Assels, liabilities, revenue and expenses have not baen offset except when offseiting is required or permitied by a
Standard of GRAP
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Figures in Rand 2010 2009

3

OPERATING LEASE ASSET (ACCRUAL)

Non-current assets 28,973,943 20,370,606
Current assets - R

28,973,843 29,370,505

Land held under operating lease in terms of 99 year lease agreement with the City of Johannesburg Metropalitan
Municipality.

TRADE AND OTHER RECEIVABLES {(EXCHANGE TRANSACTIONS)

Trada debtors 31924619 14,028,060
Deposits 288,348 293,048
Less: Provisien for impairment {10,766,879)  (8,333,345)
Fair value adjusiments 442,285 274,179
Capital work in progress - City of Johannesburg Metropolitan Municipality 4,412,673 276,869
Related party debtors 24,555,431 40,201,078

50,856,477 45,830,789

Capital work in Progress

The Municipality received a capital grant from EPWP to the amount of R45 million. Capital work in progress is a result of
capital expenditure incurred on behalf of the City of Johannesburg Metropolitan Municipality. (MTC manages the capital
projects on behalf of the City). As expenses are incurred Capital work in progress is dabited. On completion of the
praject, MTC is reimbursed and the capital expenditure is capitalised In the Cily of Johannesburg Metropolitan
Municipality.

Trade and other receivables past due but not Impaired

Trade and other receivables which are less than 3 months past due are not considered to be impaired. At 30 June 2010,
R 27,778,935 (2009: R 12,721,410) were past dus but not impaired.

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

1 month past due 15,856,179 7.437,328
2 months past due 5,074,087 4,824,291
3 months past due 6,848,669 659,791
VAT RECEIVABLE

VAT - 390,869

CASH AND CASH EQUIVALENTS
Cash and cash equivalents consist of:

Cash on hand 683 9,000

As al 30 June 2010 The Metroploitan Trading Cempany (Pty) Lid had one current account held at ABSA bank {Account
number 4050 839 158 with a closing balance of RO, (2009: RO).

22




THE METROPOLITAN TRADING COMPANY (PTY) LTD

(Registration number 1999/011422/07)
Annual Financial Statements for the year ended 30 June 2010

Notes to the Annual Financial Statements

Figures in Rand 2010 2009
6. INVESTMENT PROPERTY
2019 2009
Cost/ Accumulated  Carrying Cost/ Accumulated  Carrying
Valuation depreciation value Valuation  depreciation value
investment property 119,336,216 (72,845,784) 46490431 119,336,215 (72,591,899) 46,744,316
Reconciliatien of investment property - 2010
Opening  Depreciation Total
balance
Investment property 46,744,316 (253,885) 46,490,431
Reconclllation of investment property - 2009
Opening  Depreciation Total
balance
Investment propary 48,998,201 (253,885) 46,744,316
Estimated fair value of investment properties 65,002,000 55,002,000

Investment Property with a carrying value of R46,744,316 is held under a 99 year lease agreement with the City of
Johannesburg. The Investmant Property comprises Metra Mall, The Ysoville flats and the Yeoville Market.

Metro Mall,
Yeoville flats

Erf 601,602 and 603, Newiown, Extension 1
Erf 737, Yaoville

7. PROPERTY, PLANT AND EQUIPMENT

2010 2009
Cost/ Accumulated  Carrying Cost/ Accumulatad  Carrying
Valuation dopreciation value Valuation depreciation valua
Plant and machinery 239,799 (191,273) 48,526 239,799 (155,303) 84,496
Furniture and fixtures 720,183 (291,155} 429,008 720,162 {229,413) 490,749
Motor vehicles 172,902 {140,658) 32,244 172,902 (127,788) 45,114
Office equipment 682,870 (282,1565) 400,724 592,222 {498,016) 94,208
IT equipment 2,408,166  (1,344,806) 1,064,360 2,273,177 (811,351} 1,361,826
Total 4,224,908  (2,250,047) 1,974,862 3,008,262  {1,821,871) 2,076,391
Reconciltatlon of property, plant and equipment - 2010
Opening Addltions Disposals Depreciation Total
balance
Plant and machinary 84,496 - - {35,970) 48,526
Furniture and fixtuies 490,749 - - (61,741) 429,008
Motor vehicles 45,114 - - (12,870} 32,244
Office equipment 94,208 472,007 {13) (165,476) 400,724
IT equipment 1,361,826 135,989 - (433,455) 1,064,360
2,076,391 807,996 {13} (709,512) 1,974,882
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7. PROPERTY, PLANT AND EQUIPMENT {continusd)
Reconciliation of property, plant and aquipment - 2009
Opening Additions  Depreciation Impairment Total
balance loss
Plant and machinery 120,466 - (35,970) - 84,486
Furniture and fixiures 702,306 97,809 (78,411) {230,955) 490,749
Motor vehicles 57,736 - {12,622) - 45,114
Office equipment 240,061 17,816 (154,782) (8,889) 94,206
IT equipment 597,625 1,298,251 {477,057) (56,993) 1,361,826
1,718,194 1,413,878 (758,842) {296,837) 2,076,301
The following leased asssts are included in Property, Plant and Equipment listed above
2010 2009
GCost/ Accumulated  Carrying Cost/ Accumulated  Carrying
Valuation  depreciation value Valuation  depraciation value
Office equipment 472,002 (131,115) 340,887 381,358 {381,345} 13
Assets subject to finance lease {Nst carrying amount)
Office equipment 340,887 13

Methods and assumptions used

A ragister contalning the Information required by section 63 of the Municlpal Finance Management Act is available for

inspection at the registared office of the entity,

B. INTANGIBLE ASSETS

2010 2009
Cast/ Accumulated Carrying Cost/ Accurnulated  Carrying
Valuation amortisation value Valuation amortisation value
Computer software 1,153,107 (918,206) 234 801 1,163,107 (702,135) 450,972
Reconciliation of Intangible assets - 2010
Opening  Amortisation Total
balence
Computer software 450,972 (216,071) 234,91
Reconclliation of intangible assets - 2009
Opening  Amortisation Total
balance
Computer software 667,673 (218,701) 450,972
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9. FINANCE LEASE OBLIGATION
Minimum lease payments due
- within one year 181,690 -
- in second to fifth year inclusive 162,989 -
Present value of minimum lease payments 344,689 -
Present value of minimum lease payments due
- within ons yaar 172,333 -
- in second to fifth year inclusive 159,740
332,073 -
Non-current liabilites 189,740 -
Cument liablliies 172,333 -
332,073

The average lease term is 3 years and Ihe avarage effective borrowing rate is 11% (2009: -%).

Interest rates are linked to prime at the contract date. All leases

entered into for contingent rent,

10. TRADE AND OTHER PAYABLES (EXCHANGE TRANSACTIONS)

have fixed repayments and no arrangements have basn

Accrued expenses 10,878 624,014
Adjustment for fair value at amortised cost (68,528) {136,775)
Deferred income - 7,500,000
. Other payables - Payroil Clearing 375,992 {3.202)
Related party creditor 7,858,674 4,239,799
Tenant deposits 469,957 472,457
Trade payables 15,783,589 8,952,368
VAT refund 16,262,990 16,262,890
40,883,652 37,911,651
11. VAT PAYABLE
Tax refunds payables 80,618 -
12, PROVISIONS
Raconciliation of provisions - 2010
Opening Additions Reversed Total
Balance during the
year
Other Provisions 260,000 108,000 (250,000} 108,000
Reconcillation of provisions - 2009
Opening Additions Utilised Reversed Total
Balance duringthe  during the
year year
Performance bonus and leave pay 93,038 - - (93,038) -
Other Provisions 521,161 250,000 (621,151} - 250,000
614,139 250,000 (621,151) {93.038) 250,000
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13. SHARE CAPITAL
Authorised
10,000 Ordinary shares of R1 each 10,000 10,000
Issued
Ordinary 476 476
Share premium 163,887,014 163,897,014
163,897,490 163,897,440
14, REVENUE
Advartising revenue 669,966 1,581,865
Electricity 1,142,530 1,059,338
Fair value adjustments {1,922,962) (981,860)
Informal trader rental 4,662,540 4,603,761
Miscellanecus other revenue 5,149,039 4,951,050
Municipal grants 48,059,000 40,135,000
Public transport rental 47,708 1,211,228
57,808,721 52,630,372
The amountincluded In revenus arlsing from exchanges of goods or
services are as follows:
Electricity 1,142,630 1,059,338
Informal trader rental 4,662,540 4,663,761
Retail revenue 5,149 939 4,951,050
Public {ransport rental 47,708 1,211,228
11,002,797 11,885,377
The amount included in ravenue arising from non-exchange fransactions
is as follows:
Advertising revenue 669,966 1,681,855
Fair value adjustments (1.922,962) {281,860)
Municlpal grants 48,058,000 40,135,000
46,806,004 40,744,095
15. SERVICE CHARGES
Sale of electricity 1,142,530 1,069,338
16. MUNICIPAL GRANTS AND SUBSIDIES
Operational grant 48,059,000 40,135,000
17. OTHER INCOME
BRT Management fes 1,658,815 -
Tender fees received 200,900 55,800
Sundry income 1,404,388 63,409
3,264,103 119,209
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18. GENERAL EXPENSES

Advertising 157,156 251,888
Agency fess 62,832 75,166
Auditors remuneration 488,776 384,282
Bank charges 57,222 32,679
Billing and meter reading charges 163,487 235,757
Cleaning 8,726,570 8,961,030
Computer expenses 1,520,999 1,265,915
Consulting and professional fees 2,669,162 4,827,230
Entertainment 11,265 6,838
General expenses 806,848 32,160
Insurance 607,620 132,991
Irregular, fruitless and wasteful expenditure 36,118 15,614
Lease rentals on operating lease 402,862 431,133
Motor vehicle expenses 48,841 46,877
Pest control 335,394 297 877
Printing and stationery 178,052 115,179
Secrstarial fees - 23,303
Security (Guarding of municipal property) 15,364,137 15,424,769
Staff welfara 92,147 133,242
Subscriptions and membership fees 40,162 27,793
Taxi commiltee fees 16,300 31,720
Telephone and fax 728,583 579,163
Training 21,181 47,551
Utilities 10,024,173 10,738,512

42,457 867 44,108,679
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19. EMPLOYEE RELATED COSTS

Employee related costs : Salaries and wages 11,312,133 9,283,313

Employee costs include
Remuneration of exacutive dlrectors

Mr AX Sam (CEQ) 966,720 912,000
Ms A Eghers (Acting CEQ) 264,605 -

1,231,325 912,000

Ms A Egbers acted as CEQ from 7 April 2010 to 23 July 2010

Remuneration of non executive directors

Mr P Parirenyatwa {Chairperson) - 79,354
Mr H Mashele - 176,831
Ms B8 Skenjana - 86,258
Ms A Botha - 63,828
Mr Z Moosa - 36,226
Mr M Seshabsla - 57,791
Ms M Manyama-Matome - 43,130
Mr T Nzimakwe (Chairperson) 129,602 30,191
Ms A Egbers 165,366 25,878
Ms F Mgidi 29,760 102,643
Ms NN Mabaso 95,283 17,252
Dr KG Dakile 95,275 21,565
Mr T Tlhacoane 105,236 172,516
Mr M Luus 38,386 8,626
Dr KZ Mbatha - 8,626
Ms MJ van Eeden 75,006 12,939
Ms L Mpuru 4,860 -
Ms R Kenoss (Independent audit commitiee member) 4,960 -
Mr H Moolla (Independent audit commitiee member) 4,960 -
Mr R Theunissen {Indepandent audit committee member) 39,680 25,878
Ms D Ndaba {Independent audit commitlee member) 43,893 69,008

832,557 1,028,540

Remuneration of ¢hief finance officer

MrV Kgopa 703,050 322,500

20. DEBT IMPAIRMENT

Bad debts 2,424,326 2,228,425
Contributions to bad-debt provision 2,433,484 (886,630)

4,857,810 1,341,785

The main contributors to the increass in provision for doubtfull debt are rental income from Informal Traders,
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21. INVESTMENT REVENUE

Interest revenue

Falr value adjustments of receivables ' 2,012,982 1,206,806
Bank 1088616 4026975
Intgrest charged on trade and ather receivables 151,382 180,788

3,252 980 5.414,673

The amount included in Investment revanues arising fram exchange transactions amountad to R 1,239,998,

Tolal interest income, calcufated using the effective interest rate, on financial instrumants not at fair value through
surplus or deficit amounted ta R2,012,982 {2009: R1,206,808).

22. FAIR VALUE ADJUSTMENTS

Application of Practice Note 9 of 2008, Fair valua of Revenue recognised where payment was not received according to
normal credit terms

Credit terms: Rental charged in advance on the 1st payble by the last business day on or before the 7th
Interest rate used: Treasury risk free rate of 6.75% (2009:10.75%)

23, DEPRECIATION AND AMORTISATION
Property, plant and equipment 963,407 1.012,728
Intangible assels 218,071 216,701

1,179,478 1,220,429

24. IMPAIRMENT OF ASSETS

2009 fmpairments

Property, plant and equipment - 296,835
A physical verification was done of all fixed assets. Assels that could not be

physically verified were impairad. Several compuiers ware also slolen during the

3rd and 4th quarter. An insurance claim is pending.

Capital Work in Pregress (WIP) . 1,241,685
When capital projects are incurred on behalf of the City of Johannesburg
Metropolitan Municipality, the expenses are debited 1o Capital Work in Progress.
The claims submitted o the City of Johannesburg Metropolitan Municipality are
then used to offset against the Work in Progress. Not all claims were accepted
by the City and this resulted in impairment,
- 1,538,520
26. FINANCE COSTS
Trade and other payables - 28,201
FInance leases 15,015 8,800
Bank 356 478
Fait value adjustments on payables 951,403 312,879
966,774 350,458

Total interest expense, calculated using the effective interest reta, on firanclal instrements not at fair value through
surplus or deficit amounted to R951,403 {2008: R312,879). .

28. TAXATION

No provision has been made for 2010 tax as the entity has no taxable Income. The sstimated tax loss available for
set off against future taxable income is R 3,569,699 (2009; R 2,521.970),

L)

28




THE METROPOLITAN TRADING COMPANY (PTY)LTD
(Registration number 1999/01 1422/07)
Annual Financial Statements for the year ended 30 June 2010

Notes to the Annual Financial Statements

Figures in Rand 2010 2000

27, AUDITORS' REMUNERATION
Feas 486,776 384,292

28, CASH GENERATED FROM OPERATIONS
Deficit (394,137)  (1,083,873)
Adjustments for:
Depreciation and amortisation 1,179,478 1,229,429
Gain on sale of assats and liabilities 13 -
Finance costs - Finance leases 15,015 8,900
Impairment deficit - 1,538,520
Debt Impalrment 4,857 810 1,341,795
Movements in operating lease assets and accruals 396,562 396,563
Movements in provisions {142,000) {364,189)
Assets found - 141,452

Impairment, Capital WIP

- (1,242,547)
Changes In working capltal;
Trada and other recaivables (Exchange transactions) (4,025,602) (10,817,875) -
Consumer debtors (4.857.810) (1,341,785
Trade and other payables {(Exchange transactions) 2,781,901 11,030,819
VAT 471,487 638,577

282,627 1,626,776
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29. RELATED PARTIES

Relationships
Controlling entity
Other members of the group

Related party balances

Amounts included in Loans,

Trade and other receivables regarding related parties
City of Johannesburg Melropolitan Municipality

Cily of Johannesburg Property Gempany (Pty) Ltd

City of Johanneshurg Metropolitan Municipality - aweeping account

Amounts Included in Loans,

Trade and other payables regarding related parties
City of Johanneshurg Metropslitan Municipality

City Power Johannasburg {Pty) Ltd

Johannesburg Water (Pty) Ltd

Pikitup Johannasburg {Pty) Ltd

Related party transactions

Sales to related partles
City of Johannesburg Metropolitan Municipality - Granls recaivad

City of Johannesburg Metropolitan Municlpality - BRT Management fee 1,658,815

Purchases from related partias

Cily Powar Johannesburg {Pty) Ltd

City of Johannesburg Metropolitan Municipality
Joharinesburg Water (Pty) Ltd

Pikitup Johannesburg {Ply} Ltd

Tha City of Johannashurg Metropolitan Municipatity
City Housing Company (Pty) Ltd

City of Johannesburg Property Company (Pty) Ltd
City of Johanneburg Mefropolitan Municipality
City Power Johannesburg (Pty) Ltd

Johannasburg City Parks

Johannesburg Development Agency (Pty) Ltd
Johannesburg Metropolitan Bus Services (Pty) Ltd
Johannesburg Roads Agency (Pty) Lid
Johannasburg Tourism Company

Johannesburg Water {Pty) Ltd

Metropolitan Trading Company (Pty) Ltd

Pikitup Johannesburg (Pty) Ltd

Roodepaoort City Theatre

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
Constitutiohal Hill Devaiopment Company {Pty) Ltd
Joshco JV

26,216,296 9,124,538
7,362 18,4356
{1,668,227) 31,148,105

24,555431 40,201,078

7,107,659 3,256,642

257,424 378,449
(597,315) 566,664
41,386 38,044

6,800,164 4,239,799

48,059,000 40,135,000

49,717,815 40,135,000

3,370,830 1,764,921
3,034,968 4,522,005

1,765,256 2,633,764
200,408 228,641
9,261,462 9,139,351
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‘ 30. PRIOR PERIOD ERRORS
Straightlining of operating fease rentals was not dene for all the applicable iease agreements.
I Excessive depreclation was charged for motor vehicles for the year endad 30 June 2009

Caseware automation joumals resulted in cost of praperty plant and equipment to be overstated and accumulated
l . depracition being understated. This did not affect the carrying value of assels and was corrected.

L The correction of the error(s) resuits in adjustments as follows:

Statement of financial position

MTC - Trade and olther receivables - 330,082
MTC - Retained income/{Accumulated dsficit) - (82,548)
MTC -~ Accumulated deprecialion - 14,017
MTC - Piant and machinery: Cost - (35,970)
i MTC - Plant and machinery: Accumulated depraciation - 35,970
MTC - Furniture and filtings: Cost - {309,367)
MTC - Furniture and fittings: Accumulated depreciation - 309,387
MTC - Office equipment: Cost - {16,950)
MTG - Office equipment: Accumulated depreciation - 16,950
MTC - T equipment: Cost - {1,298,251)
Ll MTC - IT equipment: Accumulated depreciation - 1,298,251
- 261,551
}
Statement of financial performance
: MTC - Retall rental income - 247,534
[ MTC - Depraciation - 14,017
- 261,651
[ ' 31. RISK MANAGEMENT
' Capital risk management
; The entity's abjectives when managing capital are to safeguard the antity's ability to conlinue as a going concern in order
to provide returns for shareholder and henefits for other stakeholders and to maintain an optimal capital structure to

reduce the cost of capital,

AN ) The capital structure of the entity consists of debt, which includes the borrowings (excluding derivative financial liabilities)

[ disclosed in notes , . , 8, , cash and cash equivalents disclesed in note 5, and equity as disclosed in the statement of
financial position.

In order to maintain or adjust the capital structura, the entity may adjust the amount of dividends paid to shareholder,

return capital to shareholder, issue new shares or sell assets to reduce debt.

e

Consistent wilh others in the industry, the entity 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 financial position) less cash and cash equivalents. Total
capital is calculated as 'equity’ as shown In the statement of financial position plus net dabt,

The entity's strategy s to maintain a gearing ratio of between % to %.

There have been no changes te what the anlity manages as capital, the strategy for capital maintenance or externally

L,- There ara no extarnally imposed capital requirements.
[ imposad capital requirements from the previous year,
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32. GOING CONCERN

3.

34,

35.

36.

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 te finance future operations and that the realisation of assels and
settlement of liabifitias, contingent obligations and commitments will accur in ths ardinary course of business.

The ability of the company to continue as a going concem is dependent on the City of Johannasburg continuing to
provide funding.

EVENTS AFTER THE REPORTING DATE

Management are not aware of any matter or circumstance arising since the end of the financial year,

FRUITLESS AND WASTEFUL EXPENDITURE

Recongclillation of fruitless and wasteful expenditure
Fruitless and wasteful expenditure 36,118 15,614

2010

Interest paid on overdue creditor's accounts. This interest was for City Power and Joburg Water accounts as a result of
fate receipt of invoices. This was resolved in the Jast quarter of tha financial year.

2009

Penalties were incurred for the fate payment of PAYE for August 2008. Changes were made to cheque signatories and
wera not yel effective. This caused a dalay in the signing of the cheque and resultad in the late payment,

IRREGULAR EXPENDITURE

Reconciliation of irregular expenditure
Unauthorised expenditure current year - 15,183

2009
Cellphone costs to former acting CEC

Following the resignation of the CEO in 2008 an acting CEQ was appointed untill April 2008. This entitled him to a
company call phare for the periad that he was acting CEQ, Although he was replaced by the new CEQ the acting CEO
to use the celphone ‘at the expense of the company. The service was terminated in March 2008 after an expense of
R156,183 had accumulated. The company is cusrently pursuing the acting CEO to recover tha cost.

Procurement of goods and services

The company has put mechanisms in place to ensure that the supply chain policy is adhared fo. This includes amongs
others the appointment of a compliance manager and tha development of a compliance checklist.

RECONCILIATION BETWEEN BUDGET AND STATEMENT OF FINANGIAL PERFORMANCE

Recenciliation of budget surplus/dsficit with the surplusideficit in the statement of financial performance;

Net deficit per the statement of financial performance (394,137}  (1,033.673)
Adjusted for:

Fair value adjustments 1,822 962 981,860

Revenue (9,434,398)  (3,572,620)
Expenses 8,493,482 3,624,633

567,908 -
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37. DEVIATIGN FROM SUPPLY CHAIN MANAGEMENT POLICIES

Supply chain management policy

( Section 19(1} of the Supply Chain Management Policy provides for deviation fram the procurement policy under the
following circumstances:

a} Emergency or Exceptional cases

b} If such goods or services are produced or available from a single/sole provider only;
r ¢} Forthe acquisition of the spacial works of art or historical objects where spacifications are difficult to compile;
Section 19(2) provides that deviations must be recommended by ihe Accounting Officer for considaration by the Board,

Section 18(3} provides that the Accounting officer must record fhe reasons for any deviations from procurement
mechanisms and report to the Board.

———
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Revenua

Electricity
Publi; transport ravenus

Munlcigal grants
Infarmal Trade rantal
Fair value adiustrnents
Retall rental
Advertising revenue

Other incoma

Recoverias

Intersst raceived - invesiment

Gross Profit
Expenses

Employes refated costs
Bad delels

Deprediation

Amortisation
Repairs and maintenanca

Financa costs

General expenses
Surplug on disposal of
properiy, plant, plant and
equipment

Operating profit
Other revenue and costs

Net surplus/ (deficit) for the
year

Taxation
Profit /{Loas) for the year

Yearly
Actual Orlginal Variance Explanation of Significant Variances greater
Balance Budget than 10% versus Budgst
Rand Rand Rand Var
1,142,530 1,200,000 (57.470) (4.3)

47,708 1,200000 {1,152,282) {96.0)Due tothe refusal of taxi operalors to sian user
greemants wilh he company, revenue from this
source can not be recognised. Accass controf to
facilities 1s baing considered lo overcome this
problem, This resulted In the ling item belng under
budges!.

48,059,000 40559003 7490097 185
4,662,540 4,600,000 62,540 14
(1,922,962) - (1.922,862) -
5,149,939 4715008 434,933 9.2
560,066 2,486,990  (1,817,033) (73.1)Delay in the signing of advertlsing contracis . The
pracess i3 now nearing completion.
57,808,721 54,761,008 3,047,713 5.6
3,285,748 122,004 3,163,744 2,593.1
3,262,960 1,953,001 1,289,979  66.6 Posliive bank balance and falr value adusiments
8,638,728  2,075005 4,463,723 2151
64,347,448 56,836,013 7511436 13.2

{11,312,133) (11,724,995)
(4.857,810) (1.451,507)

(963,406) (1,433,578)

(216,071}
(3.967,511}

(216,758
{4,360,000}

(966.774) -
{42,457,867) (40,081175)
(13)

412,862 (3.5}

(3,406,213) 234.7 This followed a thaurough review of the lsvel of
collection and budgeted provision for bad debts.The
outcome theraof lad ta the acluel provision being
higher than the budgel. This ls due lo amongst others;
credil control capacity within the company that has
since been improved,

(32.8) This resulted from a review of previous practice by the
Company ‘o depreclats leased land, For the year
undsr review, tha depreclatlon charge reduced as a
result of above process,

688 (0.3)

(2,807,511} 191.7 This Is expenzes caried over from the praviaus
financial year, following an audit adjustment 1o treat
whal management has regarded as expense, as
commitmant. At {hat tima the final budge allocations
had besn approved.

470,172

(986,774) -
(2,396,682} 6.0
(13) -

(64,741,585} (58,248,104)

(8493481) 15.1

{394,136) 587,008  (982,045) {167.0)
(304,136)  587.909  (982,045) (167.0)
 (304,136)  557.909  (982,045) (167.0)
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