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Johannesburg Metropelitan Bus Services SOC Limited
{Registration number 2000/004704/07}
Trading as Metrobus

Annuat Financial Statements for the year ended 30 June 2011

Directors’ Responsibilities and Approval

The directors are required by the Municipal Finance Management Act (Act 56 of 2003), to maintain adeguate accounting
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 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 fo 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 on appropriate accounting policies.

The directors acknowledge that they are ultimately responsible for the system of internal financial control established by the
entity and place considerable importance on maintaining a strong control environment. To enable the directors to meet these

responsibilities, the board of directors sets standards for internal control aimed at reducing the risk of error in a cost effective

manner. The standards include the proper delegation of respansibifities within a clearly defined framework, effective accounting

procedures and adequate segregation of duties to ensure an acceptable level of risk. These controls are monifored threughout
the year and ali employees are required to maintain the highest ethical standards in ensuring the endity's business is conducted
in a manner that in ail reasonable circumstances is above Teproach. The focus of risk management in the entity is on
identifying, assessing, managing and monitoring all known forms of risk across the entity. While risks cannot be fully
eliminated, the entity endeavours to minimise it by ensuring that appropriate infrastructure, controls, systems and ethical
behaviour are applied and managed within predetermined procedures and constrainis.

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 an 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 the entity’s cash flow forecast for the year to 30 June 2012 and, in the light of this review and the

current financial position, they are satisfied that the entity has or has access to adequate resources to continue in cperational
existence for the foreseeable future,

The entify is largely dependent on the City of Johannesburg Metropoiitan Municipality for continued funding of operations. The
annual financial statements are prepared on the basis that the entity is a going concem and that the City of Johannesburg
Metropolitan Municipality has neither the intention nor the need to liquidate or curtail materially the scale of the entity.

The external auditors are responsible for independently reviewing the annual finacial statements with the aim of expressing an
opinion on the annual financial statements of the Johannesbury Metropolitan Bus Services SOC Limited. The annual financial
statements have been examined by the entity's external auditors and their report is presented on page 4.

The annual financial statements set out on pages 4 to 55, which have been prepared on the going concem basis, were tabled

for discussion at the Audit Commitiee meeting held on 29 August angd were approved by the board of directors on 30 August
2011 and were signed on its behalf by :

Director
fr. Kumaran Naidoo

Director
Mr. Vincent Mntambo




REPORT OF THE AUDITOR-GENERAL TO THE GAUTENG PROVINCIAL LEGISLATURE
AND COUNCIL OF THE CITY OF JOHANNESBURG METROPCLITAN MUNICIPALITY ON
JOHANNESBURG METROPOLITAN BUS SERVICES SOCLTD

REPORT ON THE FINANCIAL STATEMENTS

Introduction

t. 1 have audited the accompanying financial statements of the Johannesburg Metropolitan Bus
Services SOC LTD, which comprise the statement of financial position as at 30 June 2011,
and the statement of financial performance, statement of changes in net assets and cash
flow statement for the year then ended, a summary of significant accounting policies and
other explanatory information, and the directors’ report, as set out on pages xx to xx.

Accounting officer's responsibility for the financial statements

2. The accounting officer is responsible for the preparation and fair presentation of these
financial statements in accordance with South African Standards of Generally Recognised
Accounting Practice (SA Standards of GRAP) the requirements of the Municipal Finance
Management Act of South Africa, 2003 (Act No.56 of 2003) (MFMA) and the Companies Act
of South Africa, 2008 (Act No. 71 of 2008 effective on 1 May 2011)(Companies Act) and for
such internal control as management determines necessary to enable the preparation of
financial statements that are free from material misstatement, whather due to fraud or arror.

Auditor-General’s responsibility

3. As required by section 188 of the Constitution of the Republic of South Africa, 1996, section 4
of the Public Audit Act, 2004 (Act No. 25 of 2004) (PAA), section 126(3) of the MFMA my
responsibility is to express an opinion on these financial statements based on my audit.

4. 1 conducted my audit in accerdance with International Standards on Auditing and General
Notice 1111 of 2010 issued in Government Gazette 33872 of 15 December 2010. 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 materizl
misstatement.

5. An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor's
judgement, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internat control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal conirol. An 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.



Opinion

8. inmy opinion the financial statemenis present fairly, in all material respects, the financial
position of the Johannesburg Metropolitan Bus Services SOC Limited as at 30 June 2011,
and its financial performance and cash flows for the year then ended in accordance with SA
Standards of GRAP and the requirements of the MFMA and Companies Act.

Emphasis of maflters

7. 1draw attention to the matter below. My opinion is not modified in respect of these matters:

Irregular expenditure

8. As disclosed in note 45 to the financial statements, irregular expenditure fo the amount of

R29 323 780 was incurred as a result of non-compliance with the MFMA and supply chain
management (SCM) reguiations.

Restatement of corresponding figures

9. As disclosed in note 39 to the financial statements, the corresponding figures for
30 June 2010 have been restated as a result of an error discovered by management during
2010-11 financial year in the financial statements of the Johannesburg Metropolitan Bus
Services SCC Ltd at, and for the year ended 30 June 2010

Additional matter

10. 1 draw attention to the matter below. My opinion is not imodified in respect of this matter.

Unaudited supplementary schedules

11. The supplementary information set out on pages 57 to 66 does not form part of the financial
statements and is presented as additional information. | have not audited these schedules
and, accordingly, | do not express an opinion thereon.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

12. In accordance with the PAA and in terms of General Notice 1111 of 2010, issued in
Govemnment Gazette 33872 of 15 December 2010, 1 include below my findings on the annual
performance report as set out on pages xx {o xt and material non-compliance with laws and
regulations applicable to the Johannesburg Metropolitan Bus Services SOC Lid.

Predetermined objectives

13. There were no material findings on the annuai performance report




Compliance with laws and regulations

Expenditure management

14. In certain instances, the sccounting officer did not take effective and appropriate steps io

prevent irreguiar and fruitiess and wasteful expenditure as required by section 95(dy of the
MIFMA.

Annual financizl statements

15. The financial statements submitted for auditing were not prepared in all material respects in
sccordance with the requirements of section 122(1) of the MFMA. Material misstatements of
capital assets and disclosure items identified by the auditors were subseguently corrected
resulting in the financial statements receiving an unqualified audit opinion.

Procurement and contract management

16. Goods and services with a transaction value above R200 000 were not procured by means of
a competitive bidding process and the deviation was not approved by the accounting officer

or his delegate in accordance with the SCM policy coniravening SCM regulation 19(a) and
36(1).

17. Contracts were extended or renewed to such an extent that competitive bidding processes
were being circumvented contravening MFMA sec 116(3)(a).

18. Paymenis were made to the providers in excess of the approved contract or gucted amout
contravening SCM regulation 5.

19. In certain instances, awards were made to suppliers who did not submit a declaration on their
employment by the state of their relation to a person employed by the state as per the
reguiremenits of Municipal SCivi regulation 13(c).

20. Sufiicient appropriate audit evidence could not be obtained that the preference point system
was applied in all procurement of goods and setvices above R30 000 as required by section
2(a) of the Preferential Procurement Policy Framework Act and SCM regulation 28(1)(a)

Bank reconciliafions

21. The accounting officer did not ensure that alt bank accounts were adequately administered

and that the eniity has and maintains a system of internal controt of assets as required by
section 85(5)a) and section 86(2)(b) of the MFMA

INTERNAL CONTROL

22. In accordance with the PAA and in terms of General Notice 1111 of 2070, issued in
Government Gazette 33872 of 15 December 2010, | considered internal control relevant to
my audit, but not for the purpose of expressing an opinion on the effectivensss of internal
sontrol. The matiers reporied below are limited to the significant deficiencies that resulied in
the findings on compliance with laws and regulations included in this report.



Leadership

23. The accounting officer did not exercise oversight responsibility regarding financial reporting
and compliance with applicable laws and regulations.

Financial and performance management

24. Management did not implement controls over daily and monthly processing and reconciling of
bank and cash transactions.

25, Management did not prepare regular, accurate and complete financial repoits that are
supported and evidenced by reliable information.

26. Management did not monitor compliance with applicable laws and regulations such as MFMA
and SCM regulations.

OTHER REPORTS

Investigations

27. An investigation is currently in progress with regards to the unauthorised change in supplier's
banking details which resulted in a loss of R36 828 to Johannesburg Metropolitan Bus
Services SCC Lid for which insurance claim has been lodged.

Johignnesburg
30 November 2011

Audiiing o ouild publiz confidlenca




JOHANNESBURG METROPOLITAN BUS SERVICES COMPANY (PROPRIETARY) LIMITED (“METROBUS")
AUDIT AND RISK COMMITTEE REPORT FOR THE 2010/11 FINANCIAL YEAR

REPORT OF THE AUDIT AND RISK COMMITTEE (“ARC”) FOR THE YEAR ENDED 30 JUNE
2011 '

The ARC is a committee of the Metrobus board of directors and has statutory responsibifities in terms
of the Companies Act No. 71 of 2008; it assists the board through advising and making submissions -
on financial reporting, oversight of the risk management process, internal financial controls, external
and internal audit functions and statutory and regulatory compliance of the company. The ARC has a

sormal terms of reference and this report has been prepared as well in terms of the Municipal Finance
Managemeant Act no. 56 and related legislation. . :

in Qctober 2010, the Audit and Risk Commitiees were merged fo form one Commitéee. namely the
Audit and Risk Commitiee.

Composition
The ARC consists of the following members:

Mr Kumaran Naidoo (Chairperson); . -
Mrs Maureen Manyama-Matome;

Ms Rene Kenosi;

Mr Kwanele Moyo; and

Dr Daniel P. van der Nest.

¢ 0 % © @

The managing director, chief financial officer, executives and representatives from the external and

internal auditors attend the committee meetings by invitation only. The internal and external auditors
have unrestiricted access fo the audit commitiee. ' '

Meetings

The ARC met five times (5) for the financial year ended 30 June 2010. Prior o the m'erger of the Audit
and Risk Committees into one Committee, the Risk Committee had met once. Do

Statutory duties

The ARC has discharged the functions in terms of its charter and ascribed to it 'in terms of the
Companies Act and the Local Government: Municipal Finance Management Act {“MFMA™) as follows:

o Accepted the appointment of the Auditor General of South Africa ("AGSA”) as auditor, who, in
our opinion is independent of the Company;

Took appropriate steps to ensure the financial statements were prepared in accordance with

Standards of Generally Recognised Accounting Practice (GRAP)} and in the manner required
by the Act; S

o Reviewed and discussed the audited financial statements with management;

Considered and, when appropriate, made recommendations on internal financial controis

Dealt with concerns ar complaints on the content of annual financial statements, and internal
financial controls; and

Reviewed legal matters that could have a significant impact on the organisation’s financial
statements; and

» Recommended the internal audit charter for approval to the Board.

Tha Effectivencss of Internal Contrat

Throughout the period under review, the ARC assisted the Board in discharging its duties by:

Monitoring the systems to safeguard the Gompany's assets;

Monitoting the establishment of and compliance with the enterprise risk management policies and
procedures;

s Monitoring compliance with applicable laws, regulations and standards;
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JOHANNESBURG METROPOLITAN BUS SERVICES COMPANY (PROPRIETARY) LIMITED ("METROBUS"}
AUDIT AND RISK COMMITTEE REPORT FOR THE 2010/11 FINANCIAL YEAR

[~]

Monitoring the adequacy of correciive action taken in terms of the recommendations and
observations of internal and external auditors;

Reviewing financial information and the preparation of accurate financial reporting and siatements
in compliance with all applicable legal requirements and accounting standards; and

s Overseeing the performance of the internal audit function and the exiernal guditors.

Finance Funciion

The Commitiee believes that Mr Lawrence Magekoane, the Chief Financial Officer (“CFO“} has the
appropriate expeitise and experience io fulfil his responsibilities.

During the year under review the ARC was not satisfied that the finance umt had ‘the appropnate
capacity. However, the Committee has approved a strategy developed by. the"CFOr o' ensure the
finance department is fully capacitated and is therefore satfisfied that this challenge ! will be addressed

Owersight of Risk Management

In accordanee with section 94 (7)(i) of the Companies Act, the ARC has satiéfiéd' itself. that the

process and procedures for rislk management are adequate to ensure that ﬂnanmai risks are identified '
and monitored.

¢

The Commitiee has satisfied itsslf that the following areas have been appropnately adclressed

e Financial reporting risks;

« Internal financial conirof;

o Fraud risks as it relates to financial repotting; and

o T risks as it related 1o financial reporting. : o
Integraied Report ol

.

a

The Board of directors delegated the authority fo approve the annual financial statements and the

integrated report to the ARC. The audit commitiee approved the financial® statements and: the"
integrated report.

External Auditors

The ARC is satisfied that the Auditor General of South Africa (“AGSA") is independent in accordance
with section 2704 cf the Corporaie Laws Amendment Act, and as such supported the re- appomtmen’t
of the AGSA as the registered auditors for the 2012 financial year.

Gischarge of Responsibilittes

The Commitiee is saiisfied that during the financial year under review it has d;scharged its lega[ and
requlatory responsibilities.

[

Kumaran Naidoo
Chairperson of the Audit and Risk Committee




Johannesburg Metropolitan Bus Services SOC Limited
{Registration number 2000/004704/07)
Trading as Metrobus

Annual Financial Statements for the year ended 30 June 2011

Directors’ Report

The directors submit their report for the year ended 30 June 2011.
1. INCORPORATION

The entity was incorporated on 01 March 2000 and obtained its certificate to commence business on the same day.

2. REVIEW OF ACTIVITIES

Main business and operations

The Johannesburg Metropolitan Bus Services SOC Limited is a Municipal Entity of The Cily of Johannesburg
Metropolitan Municipality. The entity is engaged in providing a public bus service to the commuters of the City of

Johannesburg and also the hiring out of its buses to individuals and organisations and operates principally in South
Africa.

New route schedules were introduced during the year under review. These shifts are more efficient and resulted in 41

buses being withdrawn from service. These buses were subsequently approved for sale as they were uneconomical to
maintain.

The operating results and state of affairs of the entity are clearly set out in full in the attached annual financial
statements. Further comments, other than the comments provided below, will be included in the Annual Report.

The company recorded a net deficit of R 5,976,155 (2010: surplus R 13,252,181) for the year under review, This is mainly

attributable to losses arsing from scrapping of engines and gearboxes and the reduction in revenue as a result of
deferment of unutilised trips.

The company does not have enough resources to cover its short term obligations as illustrated by a net current liability
position of R 153,956,833 (2010: R 141,8486,356)

3. GOING CONCERN

We draw attention fo the fact that at 30 June 2011, the entity had accumulated deficits of R (54,001,630) , (2010: R
48,025,475) and that the entity's total assets exceed its liabilities by R 28,285,426 (2010: R 29,223,741},

The annual financial staiements 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 company is wholly dependent on The City of Johannesburg Metropelitan Municipality for continued funding of its
operations. The financial statements are prepared on the basis that The City of Johannesburg Metropolitan Municipality

has neither the intention nor the need ta fiquidate or curtail materially the scale of the company's operations, and will be
providing the required funding of operations accordingly.

Should the subsidies be withdrawn, it is management’s opinion that the company would not be in a position to continue as
a going concern on its current mandate. Management is unaware of any reason that could cause The City of

Johannesburg Metropolitan Municipality to withdraw its financial support and therefore have no reason to believe that the
company wolld not be operating in the forseeable future.

The City of Johannesburg Metropolitan Municipality has provided an increased cperating subsidy of R300 million (2011:
R292million) for the fortheoming 2011/20142 financial year to cover operating expenditure incurred.




Johannesburg Metropolitan Bus Services SOC Limited
{Registration number 2000/004704/07)
Trading as Metrobus

Annual Financial Statements for the year ended 30 June 2011

Directors’ Report

4. SUBSEQUENT EVENTS

The directors are not aware of any maiter or circumstance arising since the end of the financial year to the date of this
report, not otherwise dealt with in the financial statements, which significantly affect the financial position of the company
or the results of its operations that would require adjustments to or disclosure in the annual financial statements.

The company started a pilot project on bio-fuels with two buses about a year ago. The project was successful and the
number of buses will be increased to 25 during the 2011/12 financial year. in this regard, a Request for Information (RFI)

has already been issued to solicit ideas on different technologies from interest parties. The procurement process is
expected to be completed before the end of the 2011/12 financial year,

Obsclete stock with a book value of R2,8m and 41 buses with a book value of R3,8m which became uneconomical to
maintain were approved for sale by the Board during the year under review. Offers were received through an open bidding
pracess and the disposal of such stock and buses will be concludad during the 2011/12 financial year.

management.

The board has recommended different optiens and organisantional models for Metrobus in the future. The COJ mayoral

commitee is expected to make a decision on the matter and the implementation will start immidiately there after. This
study will be finalised during the 2011/12 financial year.

5. INTERNAL CONTROLS
5.1 DEVIATION FROM SUPPLY CHAIN PROCESSES

Bus Inspectorate Tender;  There was a deviation from normal Supply Chain processes to the value of R227,900; a
company of external inspectors was engaged urgently at the end of the strike to protect
revenue and increase inspactions. This company was awarded a tender by another company
within the ColJ and is currently providing a similar service to that company.

8. SHARE CAPITAL
There were no changes in the authorised or issued share capital of the entity during the year under review. The enfire
sharsholding of the company Is held by The City of Johannesburg Metropolitan Muricipality,

7. BORROWING LIMITATIONS
In terms of the sale of business agreement, Johanneshurg Metropolitan Bus Services {Pty) Limited does not have the
authority fo barrow funds on its behalf, Al externat funding is managed under the auspecies of the City of Johannesburg

Metropalitan Municipality Assets and Liability Committee (ALCO). Additional loans of RBm in 2009 were received from

the City of Johannesburg Metropolitan Municipality for the acquisition of assets in terms of the approved capital
expenditure. There were no additional loans in the current year.

8.  NON-CURRENT ASSETS

There were no major changes on the details of the nature of the non-current assats of the enfity during the year.
9. DIVIDENDS

No dividends were declared or paid to shareholders during the year.




Johannesburg Metropolitan Bus Services SOC Limited
(Registration number 2000/004704/07)
Trading as Metrobus

Annual Financial Statements for the year ended 30 June 2011

Directors’ Report

10.

1.

12.

DIRECTORS

The directors of the entity during the year and to the date of this report are as indicated in the general information on page
one of the financial statemeants

SECRETARY
The secretary of the entity is Philipa Maduka of:

Business address

Transportation House
1 Raikes Road
Braamfontein

2001
Pastal address
PO Box 1787
Johanneshburg
2000
CORPORATE GOVERNANCE
General

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

commitment, the entity supports the highest standards of corporate governance and the ongoing development of best
practice.

The entity confirms and acknowledges its responsibility to total compliance with the Code of Corporate Practices and
Conduct ("the Code"} iaid out in the King lll Report on Corporate Governance for South Africa. The entity discusses the

responsibilities of management in this respect at Board meetings and monitors the entity's compliance with the code on a
quarterly basis.

The salient features of the entity's adoption of the Code are outlined below:

Board of direciors

The Board:
> retains full control over the enfity, its plans and strategy;

o acknowledges its responsibiliies as to strategy, compliance with internal policies, external laws and reguiations,

effective risk management and petformance measurement, transparency and effective communication both
internally and externally by the enfity;

o is of a unitary structure comprising:

- 8 non-executive directors, all of whom are independent directors as defined in the Code; and
- 1 executive director.
° has estabiished a Board directorship continuity programme.

Chairpersen 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 unfetfered powers of discretion.

Remuneration

The remuneration of the Managing Director who is the only executive director of the entity is determined by the Board of
directors within the upper limits determined by the City of Johannesburg Metropolitan Municipality in terms of MFMA,

The members of the remuneration and Human Resources Subcommitteg are Wr, Jeremiah Nkeli{Chairman), Mr Kenneth
Setzin and Ms Danile Nyalunga. The Commiitee met on six seperate occassions during the financial year. Mr. Nkeli
retired from the beard on 30 June 2011 and Mr. Setzin was appeinied chairman from 1 July 2011,

8



Johannesburg Metropolitan Bus Services SOC Limited
(Registration number 2000/004704/07)

Trading as Metrobus

Annual Financial Statements for the year ended 30 June 2011

Directors’ Report

13.

14,

Executive mestings

The commitiee has met on 28 separate occasions during the financial year. The committee scheduled to. meet at least 12
times per annum.

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

The following meetings were held by the Board and its sub commitees:

Name Board Audit Audit HR and Special BRT internal
Meeting committee steering REMCO auditand committee audit
meeting committee Committee Risk meeting manager
meeting meeting Committes interview
meeting

Total number of meetings 5 6 6 6 1 1 2

held

Jeremiah Nkeli 1 4

Vincent Zwelibanzi 8 1

Mntambo {Chairman)

Comfort Bunting 4 4 1

Kenneth Hallet Sefzin 5 6 1

Kumaran Naidoo 5 4 1 1 1

Hugh Sutherland 1

Suzan Badanile Nyalunga 6 5 1 1

Maureen Manyama-Matome 4 2 1 i

Rene Kenosi 4 & 1

Daniel van Der Nest 2 1

Kwanele Moyo 5 1 2

Audit and risk cominittee
The commitiee met 7 times during the financial year to review matters necessary fo fulfil its role.

in terms of Section 166 of the Municipal Finance Management Act, The City of Johannesburg Metropolitan Municipality,
as a parent municipality, must appoint members of the Audit Commitiee. Notwithstanding {hat noen-executive directors
appointed by the parent municipality censtituted the municipal entities’ Audit Committees, Municipal Finance Management

Act requires that the parent municipalities should appoint further members of the entity's audit committees who are not
directors of the municipal entity onto the audif committes.

Internal audit

The entity has outsourced its internal audit function to Gobodo Forensic and Investigative Accounting. This is in
compliance with the Musicipal Finance Management Act, 2003.

CONTROLLING ENTITY

The entity's controliing entity is The City of Johannesburg Metropolitan Municipality incorporated in South Africa.
BANKERS

The company's banker is the Amalgamated Bank of South Africa Limited (ABSA), in terms of the agreement with the City
of Johanneburg Metropolitan Municipality and its subsidiaries.

The management of the Treasury function within the company is managed under the auspecies of Johannesburg
Metropelitan Municipality Assets and Liabilies Commitiee and Treasury department.




Johannesburg Metropolitan Bus Services SOC Limited
{Registration number 2000/0C4704/07}
Trading as Metrobus

Annual Financial Statements for the year ended 30 June 2011

Directors’ Report

15, AUDITORS

Auditor General - Johannesburg will continue in office for the next financial period in accordance with the Public Audit Act
no. 25, section 92 of the Municipal Financial Management Act no. 56 of 2003 and section 270(2) of the Companies Act.




Johannesburg Metropolitan Bus Services SOC Limited
{Registration number 2000/004704/G7)
Trading as Metrobus

Annual Financial Staiements for the year ended 30 June 2014

Company Secretary’s Certification

Declaration by the company secretary in respect of Section 838(2){e) of the Companies Act

In terms of Section 88(2}(e) of the Companies Act 71 of 2008, as amended, 1 certify that the company has lodged with the

Commissioner, for the year ended 30 June 2011, all such returns as are required of a public company in terms of the
Companies Act and that all such returns are true, correct and up to date.

R 1A
- 1! f\ {

Philipa Maduka
Company Secretary

Johannesburg Metropolitan Bus Services S0OC
Limited
31 August 2011
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Johannesburg Metropolitan Bus Services SOC Limited

{Registration number 2000/004704/07)
Trading as Metrobus

Annual Financial Statements for the year ended 30 June 2011

Statement of Financial Position

Figures in Rand

Note{s) 2011 2010
ASBSETS
Cuirent Assels
Inventories 3 18,674,047 12,146,674
Loans ta shareholders 4 - 13,249,360
Trade and other receivables 5 8,752,912 12,772,721
Prepayments 7 2,850,921 2,693,684
Insurance Fund 12 6,113,294 4,329,448
Cash and cash equivalents 8 7,302,255 406,681
43,693,42¢ 45,498,568
Mon-Current Assets
Property, plant and eqguipment 9 213,451,330 246,894,329
Intangible assets 10 7,537,356 7,632,003
Loans to shareholders 4 30,879,493 29,829,493
251,868,179 284,355,915
Non-current assets held for sale and assets of disposal groups 13 3,678,737 -
Total Assets 299,240,345 329,854,483
LIABILITIES
Current Liabilities
Loans from shareholders 4 49,504,023 -
Other financial liabilities 14 43,812,568 93,646,851
Finance lease obligation 15 255,151 265417
Trade and other payables 16 50,761,607 40,909,038
VAT payahle 17 71,627 83,099
Deferred income 18 3,227,872 533,852
Provisions 19 6,323,085 6,408,101
153,956,333 141,846,356
Non-Cusirent Liabilities
Other financial liabilities 14 78,864,395 122,676,958
Finance lease obligation 15 329,555 263,335
Retiremant benefit obligation 5] 37,779,000 35,844,093
Provisions 19 25,136 -
116,998,086 158,784,386
Totat Liabilities 270,954,919 300,630,742
Net Assets 28,285,426 29,223,741
NET ASSETS
Share capital 20 54,774,330 54,774,330
Reserves
Revaluation reserve 21 27,512,726 22 474,286
Accumulated deficit (54,001,830) (48,025,475)
Totai Net Assets 28,285,426 29,223,741
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Johannesburg Metropolitan Bus Services SOC Limited

(Registration number 2000/004704/07)
Trading as Mefrohus

Annual Financial Statements for the year ended 30 June 2011

Statement of Financial Performance

Figures in Rand

Note(s) 2011 2010
Revenue
Rendering of services 90,703,855 114,520,921
Miscellaneous other revenue 11,077,429 10,550,554
Administration and management fees received 291,841,000. 284,496,999
Recoveries 287,702 -
Actuarial Gain 219,000 5,577,000
Other income 24 2,264,744 1,422 249
Interest received - investment 29 272,471 875,817
Total Revenue 396,668,200 417,444,240
Expenditure
Personne! 27 (186,914,080} {180,868,055)
Depreciation and amortisation 30 (46,501,429) {34,418,261)
Reversal of impairments/ Impairment loss 31 99,940 1,874,804
Finance costs 32 (20,438,923} (26,730,338)
Bad debts 28 353,726 {746,610)
Repairs and maintenance (43,242,151  {58,141,739)
General Expenses 25

(104,690,752} (106,683,367}

Total Expenditure

{401,333,679) (405,713,566)

{Loss) gain on disposal of assets and liabilities

(1,308,677)

1,521,507

(Deficit) surplus for the year

(5,976,156}

13,252,181
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Johannesburg Metropolitan Bus Services SOC Limited

{Registration number 2000/004704/07)
Trading as Metrobus

Annuaj Financial Statements for the year ended 30 June 2011

Cash Flow Statement

Figures in Rand

Note(s) 2011 2010
CASH FLOWS FROM OPERATING ACTIVITIES
Receipis
Grants 291,841,000 284,497,000
Interest income 272,47% 875,817
Receipis from related party 5,486,143 20,508,050
Other receipts 111,546,950 125,071,475
Other cash item 2,473,744 10,980,454
411,620,308 441,932,796
Payments
Employse costs {193,840,793) (180,868,055}
Suppliers (99,421,937) (107,429,978}
Finance costs (20,438,923) (26,730,338}
Other payments (44,438,458) (58,141,739)
(358,140,111} (373,170,110}
Net cash flows from operating activities 34 53,480,197 68,762,686
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and eguipment 9 (11,692,236) (12,413,516}
Proceeds from sale of property, plant and equipment 9 ~ 2,277,222
Purchase of other intangible assets 10 {1,321,032)  (3,280,690)
{Increase)/Reduction in Insurance Fund (1,783,846) 5,310,587
MNet cash flows from investing activities (14,687,114) (8,106,397)
CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of other financial liabilities (93,646,848) (24,415,080)
Repayment/Receipt of shareholders loan 61,703,383  (38,377,408)
Finance lease payments 55,054 415,826
Net cash flows from financing activities {31,887,509) (60,376,562)
Net increasel{decrease) in cash and cash equivalents 6,895,674 279,727
Cash and cash equivalents at the beginning of the year 406,681 126,954
Cash and cash eguivaients at the end of the year 8 7,302,255 406,681
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Johannesburg Metropolitan Bus Services SOC Limited
(Registration number 2000/004704/07}

Trading as Metrobus

Annual Financial Statements for the year ended 30 June 2011

Accounting Policies

1.1

Presentation of Annuat Fingncial Statements

The annual financial statements have been prepared in accordance with the effective Standards of Generally Recognised

Accounting Practice (GRAP) including any interpretations, guidelines and directives issued by the Accounting Standards
Board.

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 applicable GRAP standards consists of the following:
GRAP1: Presentation of Financial Statements.

GRAP2; Cash Flow Statements.

GRAP3: Accounting Policies, Changes in Accounting Estimates and Errors.
GRAP4: The Effect of changes in Foreign Exchange Rates.

GRAPS: Berrowing Costs.

GRAPE: Revenue from Exchange Transastions.

GRAP12:Inventories.

GRAR13: Leases.

GRAP14: Events after the reparting date.

GRAP17: Property, Plant and Equipment.

GRAP1&: Provisions, Contigent and Liabilities and Contigent Assets.
GRAP100: Non-Current Assets heid for Sale and Discontinued Operations,
GRAP102: Intangible Assets,

The annual financial statements are based on appropriate poficies consistently applied and supporied by reasonable and
prudent judgements and estimates.

These accounting policies are consistent with those used in the previous period.

Significant judgements and sources of estimation unceriainty

In preparing the annual financial staiements, 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 inkerent in the formulation 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 receivables and/or joans and receivables

The entity assesses its trade receivables and loans and receivables for impairment at the end of each reporfing period. In
determining whether an impairment loss should be recorded in surplus or deficit, the entity makes judgements as to

whether there is chservable data indicating a measurable decrease in the estimated future cash flows from a financial
assef.

The impairment for frade receivables and loans and receivables is calculated on a porifolio basis, based on historical loss,
adiusted for national and industry-specific economic conditions and other indicators present at the reporting date that

correlate with defaults on the portfelio. These annual loss ratios are applied to loan balances in the portfolio and scaled to
the estimated loss emergence pericd.

14



Johannesburg Metropolitan Bus Services SOC Limited
(Registration number 2000/004704/37)
Trading as Metrobus

Annual Financial Statements for the year ended 30 June 2011

Accounting Policles

1.1 Significant judgements and sources of estimation uncertainty {(continued)

Allowance for slow moving, damaged and obsolete stock

An allowance is made to write stock down io the lower of cost or net realisable value. Management have made estimates

of the selling price and direct cost io sell on certain inventory items. The write down is included in the operation surplus
note.

Fair vajue estimation

Tha carrying value less impairment provision of trade receivables and payables are assumed to approximate their fair

values. The fair value of financial llabilities for disclosure purposes is estimated by discounting the future contractual cash
flows at the current market interest rate that is available to the entity for similar financial instruments.

Impairment testing

The recoverable amounts of cash-generating units and individual assets have been determined based on the higher of

value-in-use calculations and fair values less costs to sell. These calculations require the use of estimates and
assumpiions.

The entity reviews and tests the carrying value of assets when events or changes in circumstances suggest that the
carrying amount may not be recoverable. Assets are grouped at the lowest level for which identifiable cash flows are
largely independent of cash flows of other assets and liabilities. !f there are indications that impairment may have
occurred, estimates are prepared of expected future cash flows for each group of assets. Expected future cash flows used
to determine the value in use of tangible assets are inherently uncertain and could materially change over ime.

Provisions

Provisions were raised and management defermined an estimate based on the information available. Additional
disclosure of these estimates of provisions are included in note 19 - Provisions.

Taxation

Judgement is required in determining the provision for income taxas due fo the complexity of legisiation. There are many
transactions and calculations for which the ultimate tax determination is uncertain during the ordinary course of business.
The entity recognises iabilities for anticipated tax audit issues based on estimates of whether additional taxes will be due.
Where the final tax outcome of these matters is different from the amounts that were initially recorded, such differences
will impact the income tax and deferred tax provisions in the period in which such determination is made.

The entity recognises ihe net future tax benefit related to deferred income tax asssts to the extent that it is prabable that
the deductible temporary differences will reverse in the foreseeable future. Assessing the recoverability of deferred
income tax assets requires the entity o make significant estimates related fo expactations of future taxable income.
Estimates of future taxable income are based on forecast cash flows from operations and the application of existing tax
laws in each jurisdiction. To the extent that future cash flows and taxable income differ significantly from estimates, the
ability of the entity to realise the nef deferred tax assets recorded at the end of the reporting period could be impactsd.

Post retirement benefits

The present value of the post retirement obligation depends on a number of factors that are determined on an actuarial
basis using a number of assumptions, The assumptions used in determining the net income include the discount rate.
Any changes in these assumptions will impact on the carrying amount of post retirement obfigations.

The entity determines the appropriaie discount rate at the end of each year. This is the inferest rate that should be used to
datermine the present value of estimated future cash outflows expected to be required to settle the pension obligations. In
determining the appropriate discount rate, the entity considers the interest rates of high-quality corporate bonds that are

denominated in the currency in which the benefits will be paid, and that have terms to maturity approximating the terms of
the related pension liability.

Other key assumptions for pension obligations are based on current market conditions. Additicnal information is disclosed
in Note 6.
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Johannesburg Metropolitan Bus Services SOC Limited
(Registration number 2000/004704/07)
Trading as Metrobus

Annual Financial Statements for the year ended 30 June 2011

Accounting Policies

1.1

1.2

Significant judgementis and sources of estimation uncertainty (continued)

Effective interest rate

The entity used the discounting rate provided by the treasury function of the City of Johannesburg for future cash flows
which is the average rate of the sweeping account.

Alowance for doubiful debts

On debtors an impairment loss is recognised in surplus and deficit when there is objective evidence that it is impaired.
The impairment is measured as the difference between the debtors camrying amount and the prasent value of estimated
future cash flows discounted at the effective interest rate, compuied at initial recognition.

Property, plant and equipment

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in the

production or supply of goods or services, or for administrative purposes, and are expected fo be used during more than
one period.

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

@ it ts probable that future economic benefits or service potential associated with the item will flow to the entity; and
o the cost of the item can be measured reliably.

Property, plant and eguipment 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 fo be capable of operating in the manner intended by mamagement. 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.

Where an itern of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary assets, or
a combination of manetary and non-monetary assets, the asset acquired is initially measured at fair value (the cost}. [f the
acquired iterm's fair 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 accountad
for as separate items (major componenis) of property, plant and equipment.

Costs include costs incurred initially fo 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.

Land and Buildings is carried at revalued amount, being the fair value at the date of revaluation less any subsequent
accumulated depreciation and subsequent accumulated impairment losses.

Revaluations are made with sufficient regularity such that the carrying amount does not differ materially from that which
would be determined using fair value at the end of the reporting period.

Property, plant and equipment are depreciated on the straight line basis over their expected useful lives to their estimated
residual value,

Property, plant and equipment is carried at revalued amount, being the fair value at the date of revaluation less any
subsequent accumulated depreciation and subsequent accumulated impairment losses. Revaluations are made with

sufficient regularity such that the carrying amount does not differ materially from that which would be determined using fair
value 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

increase is recognised in surplus or deficit to the extent that it reverses a revaluation decrease of the same asset
previously recognised in surplus or deficit.
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Johannesburg Metropolitan Bus Services SOC Limited
{Registration number 2000/004704/07) ‘

Trading as Metrobus

Annual Financial Statements for the year ended 30 June 2011

Accounting Policies

1.2

1.3

Property, plant and equipment (continued)

Any decrease in an asset's carrying amount, as a result of a revaluation, is recognised in surplus or deficit in the current

period. The decrease is debited in revaluation surplus to the extent of any credit balance existing in the revaluation
surplus in respect of that asset,

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

ltem Average useful life
Land Indefinite
Buildings 15 - 35 years
Plant and machinery 6 - 16 years
Furniture and fixtures 6 - 20 years
Motor vehicles 4 - 17 years
Office equipment 6 - 10 years
IT equipment 3-10 years
Leasehold improvements 8- 10 years
Major components of Buses {Engines, Gearboxes) 5 -8 years
Ancillary fleet equipment and security 6 -15 years
Fare Collection Equipment 6 - 10 years
Buses 10 - 30 years
Tools and loose gear 2 -11 years

The residual value, and the useful life and depreciation method of each asset are reviewed at the end of each reporting
date. If the expectaticns differ from previous estimaies, 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
anather asset.

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

The gain or loss arising from the derecognition of an item of property, plant and equipment is included in surpius 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.

intangible assets

An asset is identified as an intangible asset when it:

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

arises from contractual rights or other legal rights, regardless whether those rights are transferable or separate
from the entity or from other rights and obligations.

)

An intangible asset is derecognised when:

it is disposed;

no future economic benefits or service potential are expected from ifs use or disposal.
An intangible asset is recognised when:

»  itis probable that the expected future economic benefits or service potential that are attributable to the asset will
flow to the entity; and

the cost or fair value of the asset can be measured reliably.

o

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 of acquisition.
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Johannesburg Metropolitan Bus Services SOC Limited
{Registration number 2000/004704/07)
Trading as Metrobus

Annual Financial Statements for the year ended 30 June 2011

Accounting Policies

1.3

1.4

Heritage assets (continued)
Intangible assets are carried at cost less any accumulated amortisation and any impairment losses.

An intangible asset is regarded as having an indefinite useful life when, based on all relevant factors, thers is no
foreseeable limit to the period over which the asset is expected to generate nst cash inflows or service potential.
Amortisation is not provided for these intangible assets, but they are tested for impairment annually and whanever there is

an indication that the asset may be impaired. For all other intangible assets amortisation is provided on a straight line
basis over their useful life.

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

Reasseassing 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 impaired. As a result the asset is tested for impairment and the remaining carrying amount is
amortised over its useful life.

Internally generated brands, mastheads, publishing titles, customer lists and items similar in substance are not
recognised as intangible assets.

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

ltem

Usefut life
Computer software

2-12 years

Financial instruments

Classification

The entity classifies financial instruments, or their component part , on initial recognition as a financial assets, a financial
liabilittes or an equity instrument in accordance with the subject of the contractual agreement.

Classification depends on the purpose for which the financial instruments were obtained / incurred and iakes place at

initial recognition. Classification is re-assessed on an annual basis, except for derivatives and financial assets designated

as at fair value through surplus or deficit, which shall not be classified out of the fair value through surplus or deficit
category.

Initial recognition and measureiment

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

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

Financial instruments are measured initially at fair value, except for equity investmenis 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, transacticn costs are included in the initial
measurement of the instrument.

Subseaguent measurement

Fair value determination

If the market for a financial asset is not active (and for unlisted securities), the entity establishes fair value by using
valuation technigues. These include the use of recent arm's length transactions, reference to other instruments that are

substantially the same, discounted cash flow analysis, and option pricing models making maximum use of market inputs
and relying as litle as possible on entity-specific inputs.

Impairment of financial assets
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Johannesburg Metropolitan Bus Services SOC Limited
(Registration number 2000/004704/07)
Trading as Metrcbus

Annual Financial Statements for the year ended 30 June 2011

Accounting Policies

1.4 Financial instruments {contiirued)

At each end of the reporting period the entity assesses all financial assets, other than those at fair value through surplus

or deficit, to determine whether there is objective evidence that a financial asset or group of financial assets has been
impaired.

For amounts due to the entity, significant financial difficulties of the debtor, probability that the debtor will enter bankruptey
and default of payments are all considered indicators of impairment.

timpairment losses are recognised in surplus or deficit.

Impairment losses are reversed when an increase in the financial asset's recoverable amount can be related objectively
to an event occurring after the impairment was recognised, subject to the restriction 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 recognised in surplus or deficit except for equity investments classified as available-
for-sale.

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

Where financial assets are impaired through use of an allowance account, the amount of the loss is recognised in surplus
or deficit within operating expenses. When such assets are written off, the write off is made against the relavant allowance
account. Subsequent recoveries of amounts previously written off are credited against operating expenses.

Loans to {from) economic entities

These include loans to and from controlling entities, fellow controlled entities, contrelled entities, joint ventures and
associates and are recognised initially at fair value plus direct transaction costs,

Loans to economic entities are classified as loans and receivables.

Loans from economic entities are classified as financial iabilities measured at amortised cost.
Loans to shareholders, directors, managers and employees

These financial assets are classified as loans and receivables.

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
surplus or deficit when there is objective evidence that the asset is impaired. Significant financial difficulties of the debtor,
probability that the debtor will enter bankruptcy or financial reorganisation, and default or delinguency in payments (more
than 30 days cverdue) are considered indicators that the trade recsivable is impaired. The allowance recognised is

measured as the difference between the assef's carrying amouni and the 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 amount of the deficit is
recoghised in surplus or deficit within operating expenses. When a irade 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 surplus or deficit.

Trade and other receivables are classified as loans and receivables.

Trade and cther payables

Trade payables are initially measured at fair value, and are subseguently measured at amortised cost, using the effective
interest rate method.
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Johannesburg Metropelitan Bus Services SOC Limited
(Registration number 2000/004704/07}
Trading as Metrobus

Annual Financial Statements for the year ended 30 June 20141

Accounting Policies

1.4 Financial instruments (continued)

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits that are readily convertible {0 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.

Bank overdraft and borrowings

Bank overdrafts and borrowings are initislly measured at fair value, and are subsequently measured at amortised cost,
using the effective interest rate method. Any difference between the proceeds (net of transaction costs) and the

settlement or redemption of borrowings is recognised over the term of the borrowings in accordance with the entity's
accounting policy for horrowing costs.

Held for sale assets
Financial liabilities and equity instruments

Financial liabilities are classified according to the substance of contractual agrearments enterad into. Equity instruments
are recorded at the amount received, net of direct issue costs.

Gains and losses

A gain of loss arising from a change in a financial asset or financial liability is recognised as follows:

A gain or loss on a financial asset or financial liability classified as at fair value through surplus or deficit is
recoghised in surplus or deficit;

A gain or loss on an available-for-sale financial asset is recognised directly in net assets, through the statement of

changes in net assets, uniil the financial asset is derecognised, at which time the cumulative gain or loss previously
recognised in net assets is recognised in surplus or deficit; and

For financial assets and financial liabilities carried at amortised cost, a gain or loss is recognised in surplus or deficit
when the financial asset or financial liability is derecognised or impaired, and through the amortisation process.

Perecognition

Financial assets

A financial asset {or, where applicable a part of a financial asset or part of a group of similar financial assets) is
derecognised where:

e the rights to receive cash flows from the asset have expired;
the entity retains the right to receive cash flows from the asset, but has assumed an obligation fo pay them in full
withouf material delay to a third party under a ‘pass-through’ ammrangement; or
the enfity has transferred its rights to receive cash flows from the asset and either
- has transferred substantially all the risks and rewards of the asset, or

- has neither transierred nor retained substanfially ail the risks and rewards of the asset, but has transferred
cantrol of the asset.

]

Where the entity has transferred its rights to receive cash flows from an asset and has neither transferred nor retained
substantially all the risks and rewards of the asset nor transferred control of the asset, the asset is recognised to the
extent of the entity's continuing involvernent in the asset. Continuing involvement that takes the form of a guarantee over
the transferred asset is measured at the lower of the original carrying amount of the asset and the maximum amount of
consideration that the entity could be required to repay. Where continuing invelvernent takes the form of a written and/or
purchased option (including a cash-seftied option or similar provision) on the transferred asset, the extent of the entity’s
continuing involvement is the amount of the transferred asset that the entity may repurchase, except that in the case of a
written put option (including a cash-settled option or similar provision) on an asset measured at fair value, the extent of

the entity’s continuing involvement is limited to the lower of the fair value of the transferred asset and the option exercise
price.

Financial liabilities
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Johannesburg Metropolitan Bus Services SOC Limited
(Registration number 2000/004704/07)
Trading as Metrobus

Annual Financia! Statements for the year ended 30 June 2011

Accounting Policies

1.4 Financial instruments (continued)

1.5

1.8

A financial liability is derecognised when the chligation under the liability is discharged, cancelled or expires. Where an
existing financial liability is repiaced by another from the same lender on substantially different terms, or the terms of an
existing liability are substantially modified, such an exchange or modification is treated as a derecognition of the original

liability and the recognition of 2 new liability, and the difference in the respeciive carrying amounts is recognised in
surplus or deficit.

impatrment of financial assets

The entity assesses at each statement of financial position date whether a financial asset or group of financial assets is
impaired.

Assets are carried at amortised cost.

If there is objective evidence that an impairment loss on loans and receivables carried at amortised cost has heen
incurred, the amount of the loss is measured as the difference between the assel’s carrying amount and the present value
of estimated future cash flows {(excluding future credit losses that hiave not been incurred) discounted at the financial
asset's originaj effective interest rate (f.e. the effective interast rate computed at initial recognition). The carrying amount
of the asset shall be reduced either directly or through the use of an allowance account. The amount of the loss shall be
recognised in surplus or deficit. The entity first assesses whether objective evidence of impairment exists individually for
financial assets that are individually significant, and individually or collectively for financial assets that are not individually
significant. If it is determined that no objective evidence of impairment exists for an individually assessed financial asset,
whether significant or not, the asset is included in a group of financial assets with similar credit risk characteristics and
that group of financial assets is collectively assessed for impairment. Assets that are individually assessed for impairment

and for which an impairment loss is or continues to be recognised are not included in a collective assessment of
impairment.

lecases

A lease is classified as a finance lease if it transfers 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.

Finance leases - jessee

Finance leases are recognised as assets and liabilities in the statement of financial position at amounis egual to the fair

value of the leased property or, if lower, the present value of the minimum lease payments. The corresponding liability to
the lessor is included in the statement of {inancial position as a finance lease obligation.

The discount rate used in calculating the present value of the minimum lease payments is the interest rate implicit in the
lease.

Minimum lease payments are apportioned between the finance charge and reduction of the outsianding liability. The

finance charge is aliccated to each period during the lease ferm so as to produce a constant periodic rate of on the
remaining balance of the liability.

Any contingent rents are expensed in the period in which they are incurred.

Operating leases - lessee

Operating lease payments are recognised as an expense on a straight-line basis over the lease term. The difference

between the amounts recognised as an expense and the confractual payments are recognised as an operating lease
asset or liability.

tnventories

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 {he date of acquisition.

Subsequently inventories are measured at the lower of cost and net realisable value.
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1.6

1.7

1.8

fnventories (continued)

Inventories are measured at the lower of cost and current replacement cost where they are held for;
o distribution at no charge or for a nominal charge; or

° consumption in the production process of goods to be disiributed at no charge or for a nominal charge.

Net realisable value is the estimated selling price in the ordinary course of cperations less the estimated costs of
completion and the estimated costs necessary to make the sale, exchange or distribution.

The cost of inventories is assigned using the weighted average cost formuta. The same cosi formula is used for all
inventeries having a similar nature and use to the entity.

When inventories are issued to the business units, the carrying amounts of those invenfories are recognised as an
expense in the peried in which the related revenue is recognised. The amount of any write-down of inventories fo 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.

Non-current assets held for sale and disposal groups

Non-current assets and disposal groups are classified as held for sale if their carrying amount will be recovered principally
through a sale transaction rather than through continuing use. This condition is regarded as met only when the sale is
highly probable and the asset (or disposal group) is available for immediate sale in its present condition. Management

must ba commitiad to the sale, which should be expected to qualify for recognition as a completed sale within one year
from the date of classification. !

Non-current assets held for sale {or disposal group} are measured at the lower of its carrying amount and {air value less
costs to sell.

A non-current asset is not depreciated (or amoriised) while it is classified as held for sale, or while it is part of a disposal
group classified as held for sale,

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

impairment of cash-generating assets

Cash-generating assets are those assets held by the entity with the primary objective of generating a cormercial return.

When an asset is deployed in a manner consistent with that adopted by a profit-orientated enfily, it generates a
commercial return.

Impairment is a loss in the future economic benefits or service potential of an asset, over and above the systematic
recognition of the loss of the asset’s future economic benefits or service potential through depreciation (amortisation).

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

A cash-generaling unit is the smallest identifiable group of assets held with the primary objective of generating a

commercial return that generates cash inflows from continuing use that are largely independent of the cash inflows from
other assets or groups of assets.

Costs of disposal are incremental costs directly atiributable to the disposal of an asset, excluding finance costs and
income {ax expense.

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

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm’s length fransaction between
knowledgeable, willing parties, less the costs of disposal.
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1.8

Impairment of cash-generating assets {continued)

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:

o (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 o be obtained from the asset by the entity.

>
identification

When the carrying amount of a cash-generating asset excesds its recoverable amount, it is impaired.

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

Irrespective of whether there is any indication of impairment, the entity also test a cash-generating intangible asset with
an indefinite useful life or a cash-generating intangible asset not yet available for use for impairmént annually by
comparing its carrying amount with ifs recoverable amount. This impairment test is performed at the same time every

year. If an intangible asset was initially recognised during the current reporting period, that intangible asset was tested for
impairment before the end of the current reporting period.

Value in use

Vzlue in use of a cash-generating asset is the present value of the estimated future cash flows expecied to be derived
from the continuing use of an asset and from its disposal at the end of its useful life.

When estimating the value in use of an asset, the entity estimates the future cash inflows and outflows to be derived from

continuing use of the asset and from its ultimate disposal and the entity applies the appropriate discount rate to those
future cash flows.

Basis for estimates of future cash flows

In measuring value in use the entity:

o hase cash flow projections on reasonable and supportable assumptions thaf represent management's best estimate
of the range of economic conditions that will axist over the remaining useful fife of the assel. Greater weight is given

to external evidence;

base cash flow projections on the most recent approved financial budgeisfforecasts, but excludes any estimated

future cash inflows or cutflows expected to arise from future restructuring's or from improving or enhancing the

asset's performance. Projections based on these budgetsfforecasts covers a maximum pericd of five years, uniess a

longer period can be ustified; and

estimate cash flow projections beyend the pericd coverad by the most recent budgets/forecasts by extrapolating the

projections based on the budgets/forecasts using a steady or declining growth rate for subsequent years, unless an

increasing rate can be justified. This growth rate does not exceed the long-term average growth rate for the

products, industries, or country or countries in which the entity operates, or for the market in which tha asset is used,
unless a higher rate can be justified.

Composition of estimates of future cash flows

Estimates of future cash flows include:
o projections of cash inflows from the continuing use of the asset;

projections of cash outflows that are necessarily incurred to generate the cash inflows from continuing use of the

asset (including cash outflows to prepare the asset for use) and can be directly attributed, or allocated on a
reasonable and consistent basis, to the asset; and

net cash flows, if any, to be received (or paid} for the disposal of the asset at the end of its useful life.

(-]

o

Estimates of fuiure cash flows exclude;

o cash inflows or outflows from financing activities; and
o income tax receipts or payments.
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1.8

Impairment of cash-generating assets (continued)

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

Recodanition and measurement (individual asset)

if the recoverable amount of a cash-generating assst is less than its carrying amount, the carrying amount of the asset is
reduced io its recoverable amount. This reduction is an impairment loss.

An impairment loss is recognised immediately in surplus or deficit.
Any impairment loss of a revalued cash-generating asset is treated as a revaluation decrease.

When the amount estimated for an impairment loss is greater than the carrying amount of the cash-generating asset to
which it relates, the entity recognises a liahility only to the exient that is a requirement in the Standard of GRAP.

After the recognition of an impairment loss, the depreciation {amortisation) charge for the cash-generating asset is

adjusted in future pericds to allocate the cash-generating asset's revised carrying amount, fess its residual value {if any),
on a systematic basis over its remaining useful life.

Cash-generating units

If there is any indication that an asset may be impaired, the recoverable amount is estimated for the individual asset. If it
is not possible to estimate the recoverable amount of the individual asset, the entity determines the recoverable amount
of the cash-generating unit {o which the asset belongs (the asset's cash-generating unit).

Cash-generating units are identified consistently from period to period for the same asset or types of asseis, unless a
change is justified.

The carrying amount of a cash-generating unit is determined on a basis consistent with the way the recoverable amount
of the cash-generating unit is determined. ’

An impairment loss is recognised for a cash-generating unit if the recoverable amount of the unit is less than the carrying
amount of the unit. The impairment is allocated to reduce the carrying amount of the cash-generating assets of the unit on

a pre rafa basis, based on the carrying amount of each asset in the unit. These reductions in carrying amounts are treated
as impairment losses on individual assets.

In allocating an impairnﬁent loss, the entity does not reduce the carrying amount of an asset below the highest of:
o its fair value less costs to sell (if determinable);

° its value in use {if determinable); and
o Zero.

The amount of the impairment loss that would otherwise have been allocated to the asset is allocated pro rata o the other
cash-generating assets of the unit.

Where a non-cash-generating asset contributes to a cash-generating unit, a praportion of the carrying amount of that non-

cash-generating asset is allocated fo the carrying amount of the cash-generating unit prior to estimation of the
recoverable amount of the cash-generating unit.

Reversal of impairment loss

The entity assess at each reporting date whether there is any indication that an impairment loss recognised in prior

pariods for a cash-generating asset may no longer exist or may have decreased. If any such indication exists, the entity
estimatas the recoverable amount of that asset.
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1.8

1.9

Impairment of cash-generating assets (continuad)

An impairment loss recognised in prior periods for a cash-generating asset is reversed if there has been a change in the
estimates used to determine the asset's recoverable amount since the last impairment loss was recognised. The carrying
amount of the asset is increased to its recoverable amount. The increase is a reversal of an impairment kss. The
increased carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the carrying

amount that would have been determined (net of depreciation or amortisation) had no impairment loss been recognised
for the asset in prior pericds.

A reversal of an impairment joss for a cash-generating asset is recognised immediately in surplus or deficit.
Any reversal of an impairment loss of a revalued cash-generating asset is treated as a revaluation increase.

After a reversal of an impairment loss is recognised, the depreciation (amortisation) charge for the cash-generating asset

is adjusted in future periods to allocate the cash-generating asset's revised carrying amount, less its residuat value (if
any), on a systematic basis over ifs remaining useful life.

A reversal of an impairment loss for a cash-generating urit is aliocated to the cash-generating assets of the unit pro rata
with the carrying -amounts-of those assets. These increases in carrying amounts are freated as reversals of impairment

losses for individual assets. No part of the amount of such a reversal is allocated te a non-cash-genersling asset
contributing service potential to a cash-generating unit,

In allocating a reversal of an impairment loss for a cash-generating unit, the carrying amount of an asset is not increased
above the lower of:

o its recoverable amount (if determinable); and

s the carrying amount that would have been determined (net of amortisation or depreciation) had no impairment loss
been recognised for the asset in prior periods.

The amount of the reversal of the impairment joss that would otherwise have been aliccated fo the asset is allocated pro
rata to the other assets of the unit,

Employee benefits

Short-term employee benefits

The cost of short-term employee benefits, (those payable within 12 months after the service is rendered, such as paid

vacation leave and sick leave, bonuses, and non-monetary 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 is recognised as an expense as the employees render services that
increase their entittement or, in the case of non-accumuiating absences, when the absence occurs.

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

Defined contribution plans
Payments to defined contribution retirement benefit plans are charged as an expense as ithey fall due.

Payments made to industry-managed (or state plans) retirement benefit schemes are dealt with as defined contribution

plans where the entity’s cbligation under the schemes is equivalent to those arising in a defined contribution retirement
benefit plan.

Defined benefit plans

For defined benefit plans the cost of providing the benefils is determined using the projected credit method.
Actuarial valuations are conducted on an annual basis by independent actuaries separately for each plan.

Consideration is 'give'h to any event that could impact the funds up to end of the reporting period whera the inferim
valuation is perfarmed at an earlier date.
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1.8

1.10

Employee benefits {continued)

Past service costs are recognised immediately to the exient that the benefifs are already vested, and are ctherwise
amortised on a straight line basis over the average period until the amended benefits hecome vested.

To the extent that, at the beginning of the financial peried, any cumulative unrecegnised actuarial gain or loss exceeds ten
percent of the greater of the present value of the projecied benefit obligation and the fair value of the plan assets (the

cerridor), that portion is recognised in surplus or deficit over the expected average remaining service lives of participating
employees. Actuarial gains or losses within the corridor are nof recognised.

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

When it is virtually ceriain that another party will reimburse some or all of the expenditure required fo settle a defined
benefit obligation, the right to reimbursement is recognised as a separate asset. The asset is measured at fair value. In all

other respects, the asset is {reated in the same way as plan assets. In surplus or deficit, the expense relating to a defined
benefit plan is presented as the net of the amount recognised for a reimbursement.

The amount recognised in the statement of financial position represents the present value of the defined benefit obligation

as adjusted for unrecognised actuarial gains and losses and unrecognised past service costs, and reduces by the fair
value of plan assets.

Any asset is limited to unrecognised actuarial [osses and past service costs, plus the present value of available refunds
and reduction in future contributions to the plan,

Other post retirement obligations

The entity provides post-retirement health care benefits, housing subsidies and gratuities upon retirement to some
retirees,

The eniilement to postretirement health care benefits is based on the employee remaining in service up to refirement
age and the completion of a minimum service period. The expected costs of these benefits are accrued over the period of
employment. independent qualified actuaries carry out valuations of these obligations. The entity also provides a gratuity
and housing subsidy on retirement to certain employees. An annual charge to income is made to cover both these
liabilities.

Provisions and contingencies

Provisions are recoghised when!
° the entity has a present obligation as a resulf of a past event;

°o it is probable that an outflow of resources ambodying economic benefits or service polential will be required to
settle the obligation; and

o a reliable estimate can be made of the obiigation.

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 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 entity

settles the obligation. The reimbursement is treated as a separate asset. The amount recognised for the raimbursement
does not exceed the amount of the provision.

Pravisions are reviewed at each reporting date and adjusted to reflect the current best estimate. Provisions are reversed if

it is ho longer probable that an cutflow of resources embodying economic benefits or service potential will be required, to
seltle the abligation.
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1.10 Provisions and contingencies (continued)

A constructive obligation to restructure arises only when an entity:
3 has a detailed formal plan for the restructuring, identifying at least:

- the activity/operating unit or part of a activity/operating unit concerned;
- the principal locations affected;

- the location, functien, and approximate number of employees who will be compensated for services being
terminated;

~ the expenditures that will be undertaken; and
- when the plan will be implemented; and

has raised a valid expectation in those affected that it will carry out the restructuring by stariing to implament that
plan or announcing its main features io those affected by it.
Contingent assets and contingent liabilities are not recognised.

1.11 Revenue from exchange ransactions

Revenue is the gross inflow of ecenomic 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 cne in which the entity 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 pasty in exchange.

Fair value is the amount for which an asset could be exchanged, or a hability settled, between knowledgeable, willing
parties in an arm’s length transaction.

1.12 Revenue from non-exchange transactions

Nan-exchange transactions are defined as transactions where the entity receives value from another entify without directly
giving approximately equal vaiue 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 valug is the amount for which an assei could be exchanged, or a liability seftled, between knowledgeable, willing
parties in an arm’s length transaction.

1.13 Borrowing cosis

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

1.14 insurance fund

The insurance fund is accounted for at net of cest, and any liability thereto, and adjustments are made only whare there
are valid claims to the fund.

1.15 Comparative figures

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

1.16 Unauthorised expenditure

Unauthorised expenditure means:
o overspending of a vofe 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.

4

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, i is subsequently accounted for as revenue in the statement of financial performance.
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1.17

1.8

1.19

1.20

1.21

Irregular expenditure

Irregular expenditure as defined in section 1 of the MFMA is expenditure other than unauthorised expenditure, incurred in
contravention of or that is not in accordance with a reguirement 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
(¢} any provincial legislation providing for procurement procedures in that provincial govemment.

o

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 incurred and identified during the current financial and which was condoned before year
end andfor before finalisation of the financial statements must also be recorded appropriately in the irregular expenditure

register. In such an instance, no further action is also required with the exception of updating the note to the financial
siatements.

Irregular expendifure that was incurred and identified during the current financial year and for which condeonement 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 staiements.

Where irregular expenditure was incurred’in the previous finaricial year and is only condoned in the folliowing financial
year, the register and the disclosure nofe 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 atiributed to a person, a debt account must be created if such a person is liable in
law. Immediate steps must thereafter be taken to recover the amount from the person concerned. If recovery is not
possible, the accounting officer or accounting authority may write off the amount as debt impairment andi disclose such in
the relevant note to the financial siatements. The irregular expenditure register must also be updated accerdingly. If the
irregular expenditure has not been condened and no person is liable in law, the expenditure related thereto must remain

against 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 preparafion of annual financial statements in conformity with Standards of GRAP requires the use of certain critical
accounting estimates. It also reguires management to exercise its judgement in the process of applying the entity's
accounting policies, The areas involving a higher degree of judgement or complexity, or areas where assumptions and
estimates are significant to the annual financial statements are disclosed in the relevant sections of the annual financial

siatements. Although these estimates are based on management's best knowledge of current events and actions they
may undertake in the future, actual results uliimately may differ fraom those estimates.

Presentation of currency

These annual financial statements are presented in South African Rands.

QOffsetting

Assets, liabilities, revenue and expenses have not been offset except when ofisetting is required or penmitted by the
relevant Standard of GRAP

Revaluation reserve

The surplus arising from the revaluation of Land and Buildings is ¢redited to a non-distributable reserve. The revaluation
surplus is realised as revalued buildings are depreciated, through a transfer from the revaluation reserve to the
accumulated surplus/deficit. On disposal, the net revaluation surplus is transferred to the accumulated surplus/deficit

while gains or losses on disposal, based on ravalued amounts, are credited or charged to the statement of financial
performance.
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1.22 Gratuities

The entity provides gratuities for qualifying staff members in terms of the relevant conditions of employment. The
expenditure is recognised in the statement of financial performance when the gratuity is paid.
1.23 Related Parties

Johanneshurg Metropolitan Bus Services SOC Limited is an entity of The City of Johannesburg Metropolitan Municipality

incorporated in South Africa. Refer to note 35 for the list of the related parties {other entities owned by The City} and the
cutstanding bafances for transactions entered into during the year.

1.24 Prepaymenis

Prepayments consits mainly of licenses for Vehicles and Buses and Software licenses which are payable on an
annual basis. The costs are being released to the Financial Performance over a period relating to the prepayment.
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Figures in Rand

2011

2010

2. Changes in accounting policy

The annual financial statements have been prepared in accordance with South African Standards of Generally

Recognised Accounting Practice (GRAP) on a basis consistent with prior years.

Directive 5 on determining the GRAP reporting framework outiines the following list of standards and other
proncuncements that should be applied by the municipal entities in preparing their financial statements. Entities
may be allowed to choose between the application of IFRSs, [PSASs or standards of GRAP which are nof yet

effective:

compliance with requirements of GRAP 1 or early adopt GRAP 24.

s

or early adopt GRAP 21 on Impairment of non cash generating assets.

early adopt GRAP 26 on Impairment of cash generating assets.

-

based on GRAP 25 on Employee Benefits.

o

formulate an accounting policy based on GRAP 104 on Financial Instruments

3. inventories

Consumable stores

Entities may use the principles outlined in GRAFP 24 on Presentation of Budget Information to inform

GRAP 23 on Revenue from non exchange transactions becomes effective from 1 April 2012, Entities have
a choice of using GRAP 23 to formulate an accounting policy or early adopt GRAP 23

Entities may use GRAP 21on Impairment of non cash generating assets to formulate an accounting policy
Entities may use GRAP 26 on Impairment of cash generating assets to formulate an accounting policy or

Entifies may continue applying 1AS 19 if they previously applied 1AS 19 or formulate an accounting policy

Entities may continue applying 1AS 32, 39 and IFRS 7 if they previously applied [AS 32, 39 and IFRS 7 o

351,919 149,734
Spare parts 18,839,722 13,461,138
Tag stock 1,517,721 1,322,576
Uniform Stock 108,882 118,501
Fuel (Diesel, Petrol} 1,396,611 1,005,643
Less: Provision for obsclescence (3,540,808} (3,998,918)
18,674,047 12,146,674
4. Leans toffrom shareholders
City of Johannesburg Metrepolitan Municipality - Notional loans 30,879,493 29,829,493
Terms and conditions: These are non interest bearing loans with no repayment
conditions. They relate to the Post retirement Liabilifies of employees who were
transferred fram the parent municipality at formation, refer fo note 6.1 for further
breakdown of the balance. Refer fo note 6 for information regarding the
Retirement Liabilities.
City of Johannesburg Metropolitan Municipality - Sweeping account (49,504,023) 13,249,380
Terms and conditions: Refer to note 5.2 , a loan earning or paying interest at
Prime less 4.5% with no repayment conditions.
(18,524,530 43,078,853
Non-current assets 30,879,493 29,829,493
Current asseis - 13,249,360
Current liabilities (49,504,023} -
(18,624,630) 43,078,853

Credit gquality of loans to shareholders
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L

l.oans to/from shareholders {continued)

The credit quality of loans to shareholders that are neither past due nor impaired can be assessed by reference to
axternal credit ratings (if available) or to historical information about counterparty default rates:

Credit rating

A 32,527,962 53,162,584

Fatr value of koans to and from shareholders
i_cans from shareholders 32,527,962 53,162,594
Loans to shareholders past due bul not impaired

Leans to shareholders which are less than 3 months past due are not considered to be impaired. At 30 June 2011, R -
{2010: R 23,948,781) were past due but not impaired.

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

1 month past due 32,527,962 53,162,504

Sweeping account

Leans at beginning of the year 13,249,360  (23,830,555)
Receipts (1,186,223} (173,165)
Repayments {61,567,101) 37,253,480

{49,503,964) 13,249,360

Trade and other receivables

Trade debifors 1,314,251 2,626,060
Staff debtors 361,012 599,720
Other deposits 20,702 20,702
Less: Provision for impairment (818,762) (1,377,799)
PAYE - 94 512
Sundry debtor 5,620,874 2,115,885
Insurance deblor 50,739 32,415
Nedbank Debtor 297,702 -
Related party debtors 1,208,393 8,661,226

8,752,912  12,772,72%

Trade and other receivables past due but not impaired

Trade and other receivables which are less than 3 months past due are not censidered to be impaired. At 30 June
2011, R 1,413,865 (2010: R 1,731,523) were past due but not impaired.

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

1 menth past due 425177 1,443,100
2 months past due 703,615 276,103
3 months past due 284,873 12,320

Trade and other receivables impaired

As of 30 June 2011, trade and other receivables of R 800,174 (2010: R 1,191,462} were impaired and provided for,
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5. rade and other receivables (continued)
The ageing of these loans is as follows:
3 to 6 months 216,554 874,453
Over 6 months 383,620 317,009
The carrying amount of trade and other receivables are denominated in Rand
Rand 600,174 1,191,462
Reconciliztion of provision for impairment of trade and other receivables
Opening balance 1,191,462 631,189
Provision for impairmeant - 760,869
Unused amounts reversed (167,389) {200,596)
4,024,073 1,191,462

The Trade and Receivables ageing at 30 Jl;lne 2011 is as follows:
Government/ Entities Total debtors 896,823

Current 0

1-30 Days 298,988

31-80 Days 17,950

51-90 Days 235,491

91-180 Days 209,752

181-360 Days 106,280

+361 Days 28,381
Business

Total debtors 954,126

Current 171,333

1-30 Days 103,795

31-60 Days 667,069

61-80 Days 45,124

91-180 Days 6,801

181-360 Days 0

+361 Days 0
Other debtors

Total debtors 294 225

Current 0
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Figures in Rand

2011 2010
5. Trade and other receivables (continued)
1-30 Days 22,393
31-60 Days 18,585
61-90 Days 4,257
91-180 Days G
181-350 Days 0
+361 Days 248,978
8. Employee benefit obligations
6.1Defined benefit plan
Post-retirement liability
Post-Retirement Medical Aid Plan (17,879,000) (19,024,000)
Post-Retirement Mousing Subsidy Plan (270,000} (366,000}
Retirement Gratuity Plan (19,630,000) (16,454,093)
{37,779,000) (35,844,093}
6.1.1Post retirernent medical aid plan
Arounts recognised in the Statement of financial position
Movements for the year
Opening balance 19,024,000 21,635,000
Benefits paid (446,000) (291,000)
Net expense recognised in the statement of financial performance (699,000 (2,320,000}
47,879,000 15,024,000
Met expense recognised in the statement of financial performance
Current service cost 139,000 -
Past service cost - 329,000
Interest cost 1,720,000 1,817,000
Actuarial (gains) losses {2,658,000)  (4,466,000)
(699,000) (2,320,000}
Motionzl foan account
Opening balance 18,186,000 17,037,000
interest received 1,017,000 1,149,000
Balance at end of year 49,203,000 18,186,000
ey assumptions used
The principal actuarial assumptions used were as follows an 30 June 20711,
Discount rates used 8.60 % 9.00 %
Expected rate of refurn on assets 9.00 % 9.00 %
Expected increase in salaries 5.60 % 5.90 %
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2011 2010

6. Employee benefit obligations (continued)
Other assumptions:

Age of spouse - Husbands 5 Years older than wives.

Mortality of in-service members

- In accordance with the SA 85-20 (Light) ultimaie table
(not (not rated down for females in current year).

Mortality of pansicners - In accordance with the PA{90) ultimale male and
female tables (rated down 2 years for females and males)

6.1.2Post retirement housing subsidy plan

fovements {or the year

Opening balance 366,000 562,000
Benefits paid

(93,000) -
Net expense recognised in the statement of financial performance (3,000) (196,000)
270,000 366,000
Met expense recognised in the statement of financial performance
Current service cost 14,000 8,000
Interest cost 33,000 47,000
Actuarial {gains) losses

(50,000)  (251,000)
(3,000) (196,000}

Notional loan account

Opening balance

- 562,400
Payments against account - {562,400)

Balance at end of year

Key assumptions used
Assumptions used on last valuation on 30 June 2011.

Discount rates used

8.80 % 9.00 %
Expected rate of return on assets 9.00 % 9.00 %

6.1.3Post retirement gratulty pian

Amounts recognised in the Statement of financial position

Movements for the year
Opening balance

16,454,000 17,515,000
Benefits paid

(701,000)  (1,672,000)
Net expense recognised in the statement of financial performance 3,876,000 511,000

19,629,000 16,454,000
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2011 2010
6. Employese benefit obfigations (continued)

Net expense recognised in the statement of financiat performance

Interest cosi 1,487,000 1,471,000

Actuarial (gains) losses 2,389,000 {860,000}
3,876,000 611,000

Notional lcan account

Opening balance 11,642,000 12,933,000

interest received 848,000, 793,000

Payments against account - (2,084,000)

Benefits payments {613,000) -

Batance at end of year 11,675,006 11,642,000

Key assumptions used

Assumptions used on last valuation on 30 June 2011.

Discount rates used 8.60 % 9.00 %

Expected rate of return on assets 9.00 % 9.00 %

Expected increase in salaries 5.60 % 5.90 %

The amounis recognised in the statement of financial pesition are as follows:

Carrying value

Present value of the defined benefit obligation-wholly unfunded {37,779,000) (35,844,093)

Changes in the present value of the defined benefit obligation are as follows:

Opening balance 35,844,000 39,712,000

Benefits paid {1,240,000) (1,963,000

Net expense recognised in the statement of financial performance 3,175,000 (1,905,000}

Closing balance 37,779,000 35,844,000

Met expense recognised in the statement of financial performance

Curreni service cost 153,000 8,000

Pasi service cost 8,000 329,000

Interest cost 3,233,000 3,335,000

Actuarial (gains) losses (216,000) (5,577,000}

Total included in employee related costs 3,175,000 (1,805,600}

Key assumptions used

Assumptions used at the reporting date:

Discount rates used 8.60 % 9.00 %

Expected rate of return on assets 8.00 % 9.00 %

Expected increase in salaries 560 % 5.90 %
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2011 2010

7. Prepayments

Prepayments consists mainly of Vehicles licenses, Buses Licenses, and Software Licenses fees payable on an

annual basis. The cost are being released to the Statement of Financial Performance over a period relating to the
prepayment.

8. Cash and cash equivalents
Cash and cash equivalents consist of;

Cash on hand

98,808 75,582
Bank balances 7,202,447 331,009
7,302,255 406,681

Credit quality of cash at bank and short term deposits, excluding cash on hand

There were only cash on hand at the end of current reporting period.
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Johannesburg Metropolitan Bus Services SOC Limited
{Registration number 2000/004704/07)
Trading as Meirobus

Annual Financial Statements for the year ended 30 June 2011

Notes to the Annual Financial Statements

Figures in Rand

2011 2010
1¢. Intangible assefs
2011 2010
Cost/ Accumulated Carrying value Cost/ Accumulated Carrying value
Valuation amortisation Valuation amortisation
and and
accumulated accumulated
impairment impairment
Computer software 17,881,049  (10,343,693) 7,537,356 15,238,984 (7,606,891) 7,632,093
Recenciitation of intangible assefs - 2011
Opening Additions Amortisation Totat
balance
Computer software 7,632,093 1,321,032 1,415,769} 7,537,356
Reconciliation of intangible assets - 2010
Opening Additions Amportisation Total
balance
Computer scftware 3,430,727 3,280,680 920,676 7,632,093

Additional information

The net increase for computer software for the current year was R1,312,032 which resulted in a net increase in

amoriisation amounting to R152,733.
11. Deferred tax

Deffered tax asset I {liahility)

Increase (decrease) in iax losses available for set off against future taxable

2.

9,535,828 14,874,632

income

QOriginating temporary difference on tangible fixed assets (6,666,689) (12,372,584)

Inceme received in advance {3,227,871) (309,437}

Payments received in advance - 714,351

Other movements (6,015,520) (10,595,346)

Provisions 6,374,252 7,688,384

Insurance fund

flovement for the year

Qpening balance 4,329,448 9,640,035

Contributions to the fund 5,057 604 -

Claims against the fund (3,273,756) (5,310,589)
6,113,294 4,329,445

The company has a Bus Flest Self Insurance Fund , which is administered by Guardrisk, an insurance fund
administrator. Contributions o this insurance contigency fund are made af the discretion of the company's directors.

Claims against the fung are processed as and when qualifying incidents occur.
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Figures in Rand

2011

2010

13. Assets classified as held for sale

Assetls held-for-sale relate to disposal of busas. These disposals are expected to cccur within the next 12 months and
have therefore been classified as assets held-for-sale. The proceeds from disposals are expected to excead the net
carrying amount of the assets, and accerdingly no impairment loss has been recognised on the classification of these

assets as held-for-saie
14. Other financial liabilities

i iabilities
Structured loains

68,259,517 83,010,724
Terms and conditions: City of Johannesburg ‘Metropolitan Municipality 2007
Capex Loan
Infrastructure Finance Corporation Limited (INCA) - 28,770,324
Non Annuity Leans 9,604,878 5,320,726
Terms and cenditions: City of Johannesburg Metropolitan Municipality 2008
Capex Loan
Debentures - 4,575,184
Terms and cenditions: City of Johannesburg Metropolitan Municipality 2009
Capex Loan
78,364,395 122,676,958
Current portion of fong term liabilities
Structured loams 15,042,245 13,764,807
Infrastructure Finance Corporation Limited {(INCA) 28,770,323 79,882,044
43,812,568 93,646,851
Non-current fiabilities
At amortised cost 78,864,395 122,676,958
Current liabilitiss
At amortised cost 43,812,568 93,646,851
122,676,963 216,323,809
18. Finance lease obligation
Minimum lease payments due
- within one year 360,445 308,042
- in second to fifth year inclusive 266,305 285,923
626,754 593,965
less: future finance chasges (42,048) {65,213)
Present value of minimum lease payments 584,706 528,752
Present value of minimum fease payments due
- within one year 329,555 263,335
- in second fo fifth year inclusive 255,151 265,417
584,706 528,752
Non-current liabifities 329,555 263,335
Current liabifities 255,151 265,417
584,706 528,752
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Figures in Rand

2011 2010
6. Trade and other payables
Trade payables 9,905,458 7,522,238
Other payables 1,413,721 -
Accrued leave pay 16,623,239 14,142,217
Other accrued expenses 15,780,189 16,080,165
Sundry Creditors 7,139,000 2,548,736
Related party creditor - 615,680
50,761,607 40,909,036
17. VAT payable
Tax payables 71,827 83,099
VAT payable relates to the adveriising revenue , the insurance related claims billing and own accident repairs
recoveries.
18. Deferred income
Deferred income refers to the liability relating to passenger trips sold in advance through the Smartcards Multi-Journey
Software. The deferred income is released as and when the passengers present these cards on the buses and the
bus operators issue a ticket accordingty.
Movement during the year
Balance at the beginning of the year 533,852 589,852
Additions guring the year 2,684,020 (56,000}
3,227,872 533,852
19. Provisions
Reconcifiation of provisions - 2011
Opening Additions  Utilised during Total
Balance the year
Provision for incentive bonus and 13th cheques 6,408,101 9,386,412 (9,445,392) 6,349,121
Reconciliation of provisions - 2010
Opening Additions  Utilised during Total
Balance the year
Provision for incentive bonus and 13th cheques 6,076,022 9,799,397 (9,467,318} 6,408,101
Non-current liabilities 25,136 -
Current liabilities 5,323,885 6,408,101
5,349,121 6,408,101

The provision is management's best estimate of the future performance bonus payout in respect of the past year

based on past experience.

The provision for service bonuses is expected to realise during November 2011, as the annual service bonuses are
I

paid to employees during November,
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Figures in Rand

2011 2010
20. Share capitai
Authorised
1 000 Ordinary shares of R1 each 1,000 1,000

Reconciliation of number of shares issued:
Reparted as at 01 July 2010

2 2
- unissued ordinary shares are under the control of the directors in terms of a resolution of members passed at the last
annual general meeting. This authority remains in force until the next annual general meeting.
Issued
Ordinary 2z 2
Ordinary Type A 13,726,385 13,726,385
Share premiurn 41,047,943 41,047,943
54,774,33¢ 54,774,330
2%. Revaluation reserve
Land and Buildings were revalued to market values in terms of the articles of association, revaluation reserves are
classified as non-distributable reserves. The whole balance is treated as a non-distributable reserve, and consist of
unrealised revaluation surpluses.
Qpening halance 22,474,886 22,474,885
Change during the year 5,037,840 -
27,512,726 22,474,886
22. Revenue
Rendering of services 90,703,855 114,520,921
Miscellaneous other revenue 11,077,429 10,650,554
101,781,284 125,071,475
The amount included in revenue arising from exchanges of goods or
services are as follows:
Rendering of services 90,703,855 114,520,921
Miscellaneous other revenue 11,077,429 10,550,564
101,781,284 125,071,475
23. Other revenue
Administration and management fees received - related party 291,841,000 284,496,999
Other recoveries 297,702 -
Actuarial gains/ losses 219,000 5,577,000
insurance recovery 2,254 744 1,422,849
294,612,448 291,496,248
24, Cther income
Sundry revenue 656,617 418,740
Insurance from re-insurance recoveries 1,598,127 1,004,209
2,254,744 4,422,949

43




reecme,

Johannesburg Metropolitan Bus Services SOC Limited
{Registration number 2000/004704/07)
Trading as Metrobus

Annual Financial Statements for the year ended 30 June 2011

Notes to the Annual Financial Statements

Figures in Rand

2011 2010
25. Ceneral expenses
Advertising 738,124 981,828
Assessment rates & municipal charges 74,715 65,027
Auditors Remuneration 2,345,234 2,099,238
Bank charges 167,652 288,388
Cleaning 3,251,892 3,707 615
Commission paid 3,108,903 2,861,537
Computer expenses 2,017,235 1,223,059
Consulting and professional fees 12,227,145 10,223,345
Entartainment 350,699 225,542
Fines and penalties - 1,771
Insurance 6,301,736 h,846,892
Conferences and seminars 181,731 147,275
i ease rentals an operating lease 2,205,406 1,856,196
Motor vehicle expenses 59,482,604 64,481,209
Placemeant faes 201,244 488,257
Postage and courier 5,211 3,262
Printing and stationery 346,239 824,485
Royalties and license fees 581,824 351,812
Security (Guarding of municipal properiy) 5,765,667 4,685,309
Staff welfare 109,382 148,027
Subscriptions and membership fees 282,732 34,624
Telephone and fax 1,688,363 1,644,643
Training 1,076,692 291,831
Travel - local 140,683 1,398
Electricity 1,196,063 1,876,795
Sewerage and'waste disposal 596,918 203,454
Water 211,629 20,221
Uniforms 31,465 2,105,852
Irregular, fruitless and wasteful expenditure 1,854 24 975
104,690,752 106,683,367
26. Operating surplus
Operating surpius for the year is stated afier accounting for the following:
Operating lease charges
Premises
> Contractual amounts 344,266 317,992
Equipment
o Contractual amounis 1,861,140 1,638,204
2,205,406 1,856,196
(L.oss) gain on sale of property, plant and equipment {1,308,677) 1,521,507
Amortisation on intangible assets 1,244,830 {1,119,558)
Depreciation on property, plant and aguipment 45,256 599 35,637,819
Employee costs 186,914,090 180,868,055
Operating Leases
- Within one year - Premises 164,920 164,920
- In second {o fifth year inclusive - Premises 197,904 362,824
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Johannesburg Metropolitan Bus Services SOC Limited
(Registration number 2000/004704/07)
Trading as Metrobus

Annual Financial Statements for the year ended 30 June 2011

Notes to the Annual Financial Statements

Figures in Rand

2011 2010
27. Employee related costs
Employee related costs : Salaries and wages 131,033,618 122,473,982
Housing benefits and allowances 1,753,780 1,891,549
Cvertime payments 15,732,906 19,420,578
Bonhus 10,360,360 9,792,686
Travel, motor car, accommodation, subsistence and other allowances 2,502,812 2,728,099
Less: Employee costs included in other expenses 292,132 654,678
Other payroll levies 6,293,518 6,211,838
Post-employment benefits - Pension - Defined contribution plan 6 18,712,768 17,544,645
Long-service awards 9,000 -
Board members retainer fees 223,195 150,000
186,914,020 180,865,055
Remuneration of chief finance officer
Annual Remuneration 856,272 34,149
Car Allowance 7,800 482
Centributiens to UIF, Medical and Pension Funds 35,928 -
300,000 34,611
Corporate and human resources (corporate services)
Annual Remuneration 601,423 569,482
Car Allowance 14,014 63,120
Performance Bonuses 66,419 56,434
Contributions to UIF, Medical and Pension Funds 46,435 73,106
728,291 762,142
fanaging Director
Annual Remuneration 1,207,783 987,679
Car Allowance 152,273 324,000
Performance Bonuses 129,943 96,465
Contributions to UIF, Medical and Pension Funds 40,582 18,000
1,530,581 1,426,184
GM: Technical
Annual Remuneration 726,227 603,182
Car Allowance 8,642 80,000
Performance Bonuses 79,218 66,264
Coniributions to UIF, Medical and Pensien Funds 4,497 -
815,584 749,446
Remuneration: Internal Audit
Annual Remuneration - 680,034
Car Allowance - 30,852
Performance Bonuses - 50,061
Contributions to UIF, Medical and Pensicn Funds - 53,354
- 814,341
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27. Employee related costs (continued)
Remuneration: Company Secretary
Annual Remuneration 520,000 30,179
Car Allowance - 7,800 5815
Contributions to UIF, Medical and Pension Funds 1,497 -
529,297 35,994
Ex Chief Financial Officer
Annual Remuneration 180,936 840,683
Car Allowance - 24,000
Performance Bonuses 97,724 75,416
Contributions to UIF, Medical and Pension Funds - 139,635
278,660 1,079,634
Ex Company Secretary
Annual Remuneration 13,134 446,353
Car Allowance 587 34,830
Performance Bonuses - 45,666
13,72% 526,849
28. Debtimpairment
Bad debts (353,726) 746,610
29. Investment revenue
Interest revenus
Interest charged on trade and other receivables 41,101 -
Interest earned - sweeping accounts 231,370 875,817
272,471 875,817
Average Earning or paying inferest rate for the year is 6.75%
30. Depreciation and amortisation
Property, plant and equipment 45,256,599 35,637,819
Intangible assets 1,244,830 (1,119,558)
46,501,429 34,418,261
31. Impairment of assets
impairments
Inventories (99,940)  (1,874,804)

The credit amount for the current financial year relates io the reduction in
obsclete stock provision arising frem the review of stock on hand.
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3Z2. Finance costs

Non-current borrowings
Swap interest paid

19,252,699 26,730,338
1,186,224 -

20,438,222 26,730,338

33. Auditors' remuneration

Fees

2,345,234 2,099,238

——

34. Cash generated from operations

(Deficit} surplus

Adjustments for:

Depreciation and amoriisation

l.oss on sale of assets and liabilities
impairment reversals

Debt impairment

(5,976,155) 13,252,181

46,073,597 34,418,261
(1,308,677)  (1,521,507)
(99,940)  (1,874,804)

{353,726) 746,610
Movements in retirement benefit assets and liabilities 6,954,000 (3,867,907)
Movements in provisions (33,844) 332,079
Inventories (7,317,964) 2,197 117
Trade and other receivables 7,290,793 24,385,251
Consumer debtors 353,726 {746,610)
Prepayments 2,850,920 234,727
Trade and other payables 7,752,959 1,294,723
VAT {11,472} (31,435)
Defarred income (2,694,020) (56,000)

53,480,197 68,762,686

35. Commitments
Commitments in respect of capital expenditure:

Authorised and not yet contracted for
° Property, plant and equipment

6,000,000 5,900,000

Authorised and contracted for
o Intangible assets

- 100,000

This expenditure will be financed from:
Internal cash

6,000,000 5,260,000

Operating leases - as lessee (Buildings)

Minimum lease payments due
Premises - Contractual amounts

355,184 317,982
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35. Contingencies
Economic entity

RMetropolitan Bus Services (Pty) Ltd

A VAT calculation was performed during the year by KPMG and based on the documentation, argumenis and
calculations done, Metrobus may potentially have a VAT exposure of R264,261.27.

Ex employes

A labour dispute exists between Metrobus and an ex-employee. Should the dispute be seifled in favour of the ex-

employee, Metrobus could be held liable for claims up to R728,220. At this point the outconme of the dispute is still
uncertain.
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37. Related parties

Relationships
Conirolling entity

The City of Johanneshurg Metropolitan Municipality
Other members of the group

Cily Housing Company (Pty) Lid

City of Johannesburg Property Company SOC Lid
City of Johanneburg Metropolitan Municipality

City Power Johannesburg SOC Ltd

Johanneshurg City Parks NPC

Johannesburg Development Agency SOC Lid
Jehannesburg Metropolitan Bus Services SOC Lid
Johannesburg Roads Agency SOC Lid
Johannesburg Tourism Company NFC
Johannesburg Water SOC Lid

Metropolitan Trading Company SOC Lid

Pikitup Johannesburg SOC Lid

Roodepoort City Theatre NPC

The Johannesburg Civic Theatre SOC Ltd

The Johanneshurg Fresh Produce Market SOC Lid
The Johannesburg Zoo NPC

Fried shelf 128 (Pty) Ltd

Greater Newtown Development Company (Pty) Ltd
Constitutional Hill Development Company {Pty} Lid

Joshco JV
Related party balances
Amounts included in Loans,
Trade and other receivables regarding related parties
City of Johannesburg Metropolitan Municipality 1,077,803 8,677,781
Amounts included in Loans,
Trade and other payables regarding related parties
City of Johannesburg Metropolitan Municipality 642,333 632,235
Related party transactions
Sales to related parties
City of Johanneshurg Metropoclitan Municipality 291,841,000 284,961,194
Puirchases from related parties
City of Jehannesburg Metropolitan Municipality 23,407 23616
Johannesburg Social Housing Company {Fty) Ltd 508,156 474,350
Fikitup Johannesburg (Pty) Ltd 423,584 370,877
City Power Johannesburg {Pty) Ltd 746,442 291,618

1,701,582 1,160,461
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38. Directors' emoluments

No emoluments were paid to the executive director Herman van Laar or any individuals holding a prescribed office

during the year. Refer note 26 for remuneration.

Non-~executive

2011

Directors' fees Total

Jeremiah Nkeli 48,608 48,608
Vincent Zwelibanzi Mntambo (Chairman) 108,115 108,115
Comfort Buniing 31,745 31,745
Kenneth Hallet Setzin. 81,354 81,354
Kumaran Naidoo 75,147 75,147
Suzan Badanile Nyalunga 85,322 85,322
Maureen Manyama-Matome 54,482 64,482
H Sutherland 4,960 4,980
R Kenosi 73,414 73,414
M Moyo 56,550 58,550
D van der Nest 34,720 34,720
D Robberts 19,840 19,840

685,257 685,257
2010

Directors' fees Total

Jeremiah Nkeli 87,250 87,250
Vincent Zwelibanzi Mntambo (Chairman) 116,535 116,535
Comfort Bunting 38,428 38,428
Kenneth Hallet Setzin 114,733 114,733
Kumaran Naidoo 129,555 129,555
Suzan Badanile Nyalunga 64,647 64,647
Maureen Manyama-Matome 73,006 73,006
DL Roberis 47,833 47,833
R Kenosi 57,753 57,753
DP van der Nest 91,778 91,778
R Wajoodeen 40,756 40,756
K Moyo 4,960 4,960

887,234 867,234
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39. Change in estimate

Property, plant and equipment

The useful life of property, plant and equipment was re-assessed at the reporting date. This resulted in an increase in
useful life mainly relaling to assest that has reached the end of its useful life during the current and prior year. The
useful life was also re-assessed for assets that are going to reach the end of its useful life within the next year. These
assets are still in a good working condition based orn the asset verification performed at year end. The useful life
adjustment resulted in a decrease in depreciation in the current year amounting to R1,403,427. The remaining useful

lives of assels has changed from 8 years to 11 years on average. The effect on future periods could not reasonably be
determinad.

Intangible assets

The useful life of property, plant and equipment was re-assessed at the reporting date. This resulted in an increass in
useful life mainly relating to assest that has reached the end of its useful life during the current and prior year. The
useful life was also re-assessed for assets that are going to reach the end of its useful life within the next year. These
assets are stilt in a good working condition based on the asset verification performed at year end. The useful life
adjustment resulted in an increase in depreciation in the current year amounting to R427,832. The remaining useful

lives of assets has changed from 41 months to 86 months on average. The effect on future pericds could not
reasonably be determined.

40. Prior period errors

Statement of financial position
Increase in finance lease liability

584,706 528,752
Property, plant and equipment - (10,897,803)
Intangible assets - 1,276,495

584,706  (9,092,556)

Statement of financial performance
Operating lease expense

344,266 1,856,196
Finanse lease expense 378,534 -
Depreciation - {10,897,802)
Amortisation - 1,276,495

722,300 (7,765,111)

The correction of the error(s) resulis in the restatement of comparative figures as follows - 2011

Operating lease expense (R344,266)

Management discovered that leased equipment was wrongfully disclosed as operating leases; it should have been
classified as finance leases based on the criteria set out in IAS 17.20.

Finance lease expense (R378,534)

Management discovered fhat leased equipment was wrongfully disclosed as operating leases: it should have been
classified as finance leases based on the criteria set out in 1AS 17.20.)

Finance lease liability

Management discovered that leased eguipment was wrongfully disclosed as operating leases; it should have been
classified as finance leases based on the criteria set out in 1AS 17.20.)

The correction of the error{s) results in the restatement of comparative figures as follows - 2010

Operating lease expense - (R 1,856,198)

Management discovaered that leased equipment was wrongfully disclosed as operating leases; it should have been
classified as finance leases based on the criteria set out in 1AS 17.20.
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49,

41,

Frior period errors {continued)

Property, plant and equipment

The useful life was nat appropriately reviewed for assefs that are fully depreciated but are sl being used. This error
has been corrected and disclosed accordingly.

Risk management

Capital risk management

The entity’s objectives when managing capital are to safeguard the enfity's ability {o 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.

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

liabilities) disclosed in notes 4, 15, 14, cash and cash equivalents disclosed in note 8, and equity as disclosed in the
statement of financial position.

In order to maintain or adjust the capital structure, the entity may adjust the amount of dividends paid to shareholder,
return capital to shareholder, issue new shares or sell assets to reduce debt.

Consistent with others in the industry, the entity monitors capital on the basis of the gearing ratio.

This ratio is calcuiated as net debt divided by total capital, Net debt is calculated as fotal 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 debt.

Financial risk management

The entity's activities expose it to a variety of financial risks: market risk (including currency risk, fair value interest rate
risk, cash flow interest rate risk and price risk), credit risk and liguidity risk.

The entity’s overall risk management program focuses on the unpredictability of financial markets and seeks to
minimise potential adverse sffects on the entity's financial performance, Risk management is carried out by a central
treasury department (entity treasury) under policies approved by the City of Johannesburg Metropolitan Municipality.
entity treasury identifies, evaluates and hedges financial risks in close co-operation with the entity's operating units.
The City of Johannesburg Metropolitan Municipality provides written principles for overall risk managemaent, as well as
written policies covering specific areas, such as foreign exchange risk, interest rate risk, credit risk, use of derivative
finrancial instruments and non-derivative financial instruments, and investment of excess liquidity.

Liguidity risk

Prudent liquidity risk management implies maintaining sufficient cash and marketable securities, the availability of
funding through an adequate amount of committed cradit facilities and the ability to close out market positions. Due o

the dynamic nature of the underlying businesses, entity treasury maintains flexibility in funding by maintaining
availability under commitied credit lines.

The entity's risk to liquidity is a result of the funds available to cover future commitments. The entity manages liquidity
fisk through an ongoing review of future commitments and credit facilities.

Cash flow forecasts are prepared and adequate utilised borrowing facilities are monitored.

The table below analyses the entity's financial [abilities and nei-seitled derivative financial liabilities into refevant
maturity groupings based on the remaining period at the statement of financial position fo the contractual maturity
date. The amounts disclosed in the table are the contractual undiscounted cash flows. Balances due within 12 months
equal their carrying balances as the impact of discounting is not significant.

Cradit risk
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41. Risk management {continued)

Credit risk consists mainly of cash deposits, cash equivalents, derivative financial instruments and trade debtors. The

entity only deposits cash with major banks with high quality credit standing and limits exposure to any one counter-
party.

Trade receivables comprise a widespread cusiomer base. Management evaluated credit risk refating to customers on
an ongoing basis. If customers are independently rated, these ratings are used. Otherwise, if there is no independent
rating, risk control assesses the credit guality of the customer, taking into account s financial position, past
experience and other factors, Individual risk limits are set based on internal or external ratings in accordance with
limits set by the board. The utifisation of credit limits is regularly monitored. Sales to retail customers are settled in
cash or using major credit cards. Credit guaraniee insurance is purchased when deemed appropriate.

Financial assets exposed to credit risk at year end were as follows:

Financial instrument 2011 2010
Loans to shareholder - 23,948,781
Trade and other receivables 8,479,374 4,297 837

Price risk

The entity is exposed to commodity price risk regarding fuel. At present the company is investigating means to
mifigate this risk but was unable to find measures to mitigate this risk for the past financial pericd, other than entering
into a service agreement at the most favourable terms available with one of tha major fuel suppliers.

42, Going concersn

We draw attention to the fact that this entity is wholly dependent on The City of Johannesburg Metropolitan
Municipality for continued funding of its operations. Should the subsidies be withdrawn, it is the opinion of
management that the entity would not be in a position to continue as a going concern on its current mandate. The City

of Johannesburg Meiropolitan Municipality has coniinued to show strong support financially and management thefore
has no reason to believe that the company would not be operating in the foreseeable future.

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

43. Events after the reporiing date

The directers are not aware of any matter or circumstance arising since the end of the financial year to the date of this
report, not otherwise dealt with in the financial statements, which significantly affect the financial position of the

company of the results of its operations that would require adjustments to or disclosure in the annual financial
statements.
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43.

44,

45.

48,

Events after the reporting date (continued)

The company started a pilot project on bio-fuels with two buses about a year ago. The project was successful and the
number of buses will be increased to 25 during the 2011112 financial year. In this regard, 2 Request for Information

(RF1) has already been issued fo solicit ideas on different technologies from interest parties. The procurement process
could be completed before the end of the 2011/12 financial year.

Obsolete stock with a book value of R2,8m which became uneconomical to maintain was approved for sale by the

Board during the year under review. Offers were received through an open bidding process and the disposal of such
stock will be concluded during the 2011/12 financial year.

The participation of Metrobus management in the implementation of Phase 1A of the Rea Vaya Bus Rapid Transit
(BRT) came to an end at the end of January 2011. The anticipated implantation date of Phase 1B of BRT is around
June 2012 and is expected to clash with some existing Metrobus routes. A total number of 32 buses could be

withdrawn from service due to the implementation of Phase 1B of BRT, this could eleviate pressura on the aging bus
fleat.

We further draw attention to the fact that the Board initiated a forensic investigation into certain alleged irregularities
by management. The investigation commenced on 3 August 2011 and was conducted by an independent firm of

investigators. The report from investigators indicated that there was no substances to allegations of irregularities by
management.

The board has recommended several options and organisantional models for Metrobus in the fulure. The CQJ

mayorat commitee is expected to make a decision on the matter and the implementation will start immidiately there
after. This study will be finalised during the 2011/12 financial year,

Fruittess and wasteful expenditure

Reconciliation of fruidess and wastsful expenditure
Opening balance

24,575 -
Fruitless and wasteful expenditure current year 1,854 24,575
26,429 24,575

The amount for fruitless and wasteful expenditure relates to traffic fines. During the year management started fo
allocate the fines ta the relevant drivers, the outstanding amount is still to be allocated o the perpatrators.

frregular expendifure

Reconcitiation of irregular expenditure
Unauthorised expenditure current year

29,323,787 -

Details of irregular expenditure - gurrent year
Month-to-month extensions 6,446,004
Non-application of preference point system 259,913
Contract amount exceeded 19,237,832
Deviations - Consulianis 3,380,038
29,323,787

2011

Reconcitiztion between budget and statement of financial performance

Net (deficit) surplus per the statement of financial performance (6,976,155) 13,252,181
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47. Reconciliation between budget and cash flow statement
Operating activities
Actuat amount as presented in the budget statement 53,480,197 68,762,686
Investing activities
Actual amount as presented in the budget statement {14,697,114) {7,638,461)
Financing activities
Aciual amount as prasented in the budget statement (31,887,509} (60,844,498)
Net cash generated from operating, investing and financing activities 6,895,574 279,727
48. Additional discliosure in terms of Municipal Finance Management Act
VAT
VAT payable 71,627 83,099

All VAT returns have been submitted by the due date throughout the year.
49, Utilisation of Long-term liahifities reconciliation

Long-term liabilities 122,678,963 218,323,809

l.ong-term liabilities have been utilized in accordance with the Municipal Finance Management Act, Sufficient cash has
been set aside o ensure that long-term liabilities can be repaid on redemption date.

50, Loss due o fraud

A loss was incurred due to fraud amounting to R36,829, management has submitted a claim to recover the loss.
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