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REVIEW OF GROUP OPERATING RESULTS

1. OPERATION CLEAN AUDIT REPORT (OPCAR)

In line with the approved Integrated Development Plan for 2004/5, the OPCAR project is set to achieve a qualified report for the
2005 financial year.

Operational management is primarily responsible and accountable for resolving the deficiencies noted in the Report of the Auditor-
General and for ensuring that effective financial internal-control procedures are in place. This has also been included in
management’s scorecards.

The City's plan for accelerating OPCAR implementation and achievement by June 2005 focuses on the following headline initiatives:
e Confirming the completeness of revenue;
e Confirming the completeness, existence and valuation of fixed assets; and
¢ Building a strong financial control environment.

Significant progress has been made on these issues in the year under review. Specifically, the projects entail:

COMPLETENESS OF REVENUE
This project seeks to determine the completeness of the City’s assessment rates revenue and to put in place an ongoing reconciliation
between the Valuation Roll and the Venus Billing System, thus eliminating the discrepancies between the databases.

FIXED ASSETS
The main audit report issue is the completeness of the land register and the valuation of land and buildings. A project is currently
under way to address this. Key activities include:

e Verification of vacant and improved Group-owned properties; and

* Valuation and recording of improvements to assets.

FINANCIAL PROCEDURES AND CONTROLS
Key initiatives for building a strong financial control environment include:
¢ The launch of the Financial Procedures and Controls Manual;
e Monthly checklists signed-off by line managers in relation to key balance sheet reconciliations; and
¢ Phased implementation of the ‘Control Self-Assessment’ methodology. This initiative, facilitated by CJMM’s internal audit and
Johannesburg Risk Assurance Services, actively involves line management and staff in the understanding and design of key
controls at operational level.
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REVIEW OF GROUP OPERATING RESULTS continued

2. VARIANCE AND GROWTH ANALYSIS
GROUP RESULTS
Statement of financial performance for the year ended 30 June 2004

| 2003 to 2004| Proportion of total Explanation

Revenue
Property rates 2212324 2478632 2518272 (2%) 12% 24% 22% N4
Service charges 5166284 5730533 5887583 (3%) 1% 55% 50% N5
RSC levies 1260982 1325925 1403302 (6%) 5% 14% 13%
Government grants

and subsidies 217 397 489 530 308654  59% 125% 2% 4% N1 N6
Interest earned 152 934 368 060 71304 416% 140% 2% 3% N 2 N7
Other 323450 873 131 795118  10% 169% 3% 8% N3 N8

9333371 11265811 10984233 3% 21% 100%  100%

Employee-related costs | 2 669 659 3169892 2 965 452 (7%) 19% 27% 29% N 12
Bad debts 862 460 691 476 994236 31% (20%) 8% 6% N9 N 13
Depreciation 350 119 790 958 610625 (30%) 126% 4% 7% N10 N14
Interest on external

borrowings 638 735 521 655 602 764 13% (18%) 7% 5% N 11
Bulk purchases 2656124 3116616 3143081 1% 17% 27% 28% N 15
Other 2621032 2729007 2732219 0% 4% 27% 25%
Expenses 9798129 11019604 11048377 (0%) 13% 100%  100%

(464 758) 246 207 (64 144)
Net fair value
adjustment on
derivative instrument 298 771 130 338 -

Surplus/(deficit)

before taxation (165 987) 376 545 (64 144)
Taxation 107 163 39 255 24 654
Surplus/(deficit)

after taxation (273 150) 337 290 (88 798)
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REVIEW OF GROUP OPERATING RESULTS continued

Statement of financial position as at 30 June 2004

Growth Notes
Community wealth and liabilities
Community wealth 1957 667 500 047 291% 1
Long-term liabilities 6899905 6180 131 12% 3and 4
Current liabilities 4364 107 | 3869 135 13% 5
13221679 10549 313 25%
Assets
Non-current assets 8673049 7873347 10% 2
Current assets 4548630 2675 966 70% 4
13221679 10549 313 25%
NOTES

1 GAMAP restatement at 1 July 2003 of R1 123 million.

GAMAP restatement at 1 July 2003 of fixed-asset book value R583 million.

GAMAP restatement at 1 July 2003 of deferred income to community wealth by R404 million.
Loans raised R2 398 million and loans redeemed R1 481 million.

Current portion of long-term liabilities is less by R126 million.

u M WN

NOTES TO GROWTH AND VARIANCES
Variance (actual vs budget 2004) explanation

N 1 Previously, in terms of the Division of Revenue Act, 2002, not all grants were included in the statement of financial
performance.
N 2 Interest income was conservatively budgeted for, and the variance relates to interest on debtors’ accounts and an overall

improvement in the cash position of CJMM.
N3 Reconnection fee in respect of water and electricity is the major driver for this additional variance. Owing to stricter credit-
control measures this year, reconnection fees are payable by each consumer who defaults on payment for water and

electricity services.

N9 The existing policy was reviewed and refined during the current year, which resulted in a reduction in the bad-debt provision
required.

N 10 At time of budget, insufficient information was available to accurately estimate the impact of GAMAP compliance.
N 11 Budgeted borrowing occurred later than anticipated, resulting in a saving in external interest.

Growth (actual 2003 to actual 2004) explanation

N4 Major growth was mainly attributable to tariff increases. Other factors includes the following:

e New property development and a boom in the property market; and
e Rezoning of properties from residential to commercial property.
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REVIEW OF GROUP OPERATING RESULTS continued

N 5 Service-charge tariff increases and growth at Johannesburg Water (18%) and City Power (10.4%) resulted in additional
income for CJMM.

N 6 National treasury increased its grants to the Group for the following:
e Basic services, which includes water, electricity, refuse and all other services provided by the Group to its ratepayers.
A portion of this is for the Alexandra Renewal Project, and the balance relates to free services which are given to all
ratepayers for water and electricity (6kl free water and 50kw free electricity); and

e Social services, for ambulance and health care services rendered to CJMM communities.

N7 Interest income of R169 million on debtors’ accounts was realised. There was a general improvement in the cash balance
of CJMM. Previously, interest earned and interest paid was netted off against capital charges as per IMFO standards.

N 8 Recognition of unallocated receipts (R55 million), additional fines (R70 million), income earned on properties administered
by Joburg Property Company (R34 million) and proceeds on land sales (R54 million).

N 12 A salaries increase of 10.5% was incurred as from 1 July 2003.
Five-year performance contracts were introduced for senior management.

N 13 The existing policy was reviewed and refined during the current financial year.

N 14 Previously, in terms of IMFO, CJIMM did not provide for depreciation.

N 15  This is mainly as a result of tariff increases from Eskom, Kelvin and Rand Water.

Grants and subsidies received for the year ended 30 June 2004

Equitable Share 218 570 45%
CMIP grant 120 973 25%
Provincial health subsidies 85 347 17%
Provincial LED projects 64 042 13%
Public contributions 598 0%

489 530 100%
NOTES

Equitable Share grant is a non-conditional allocation of the City’s portion of national revenue and is utilised for the provision of basic
services in accordance with Mayoral Committee priorities.

The Local Economic Development (LED) subsidy is provided by Provincial government for promotion of small, medium and micro

enterprises. The Consolidated Municipal Infrastructure Programme (CMIP) grant is for the funding of bulk infrastructure. Typically,
these will be conditional grants.
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REVIEW OF GROUP OPERATING RESULTS continued

Housing department

The income drivers in the housing department are:
e Charges for municipal services — basic water (unmetered), basic refuse and basic sewerage;
e Rental on hostels and flats; and
e Interest on loans.

Housing debtors

Non-current 41 222 41 098
Current 425 866 295 187

467 088 336 285

Against the above 2004 balance, R330 million has been provided in respect of bad debts. Debtors’ balances have grown by 39%
in 2004 owing to a collection rate of 33%. Further constraints affecting income are:
e The rent-relief policy which subsidises tenants’ rentals;
e A 40% illegal occupancy; and
e A lack of metering facilities, which necessitates the charging of a basic fee for water and electricity, rather than consumption-
based fees.

Rates and service charges

There are five major revenue streams that support the programmes and activities of the Municipality, namely:
® Assessment rates;
¢ Regional Services Council (RSC) levies;
e Electricity service charges,

Water and sanitation service charges; and

Refuse removal service charges.

Total billings by Revenue Shared Services Centre (RSSC) for the year ended 30 June 2004 for assessment rates, charges for electricity
service, water and sanitation, and refuse collection, amounted to R6.519 billion. R5.557 billion was collected from customers.

In the same period, City Power billed its ‘platinum’ customers R1.888 billion and collected R1.928 billion. Similarly, Johannesburg
Water billed its ‘platinum’ customers R846.8 million and collected R876.2 million. Pikitup billed its commercial customers R157 million
and collected R114.8 million.

The RSSC also collected Regional Service Council (RSC) levies to the value of R1.522 billion, an increase of R67.2 million (4.6%) over
the previous financial year. Although levy rates were not increased, there was an increase as a result of greater turnover and salary
costs by levied businesses.

Other revenue streams include the equitable share of nationally collected revenues, which are allocated in terms of the Division of
Revenue Act (2002), and vehicle licence fees, traffic and other fines, and interest on investments.

There has been an increase in the overall City-wide debtors’ book of R2.28 billion (including rellocated credit balances of

R403 million not adjusted in the prior year.), resulting in a balance of R9.9 billion at 30 June 2004 (consumable and other debtors).
The composition of the debtors’ book as shown on page 8.
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REVIEW OF GROUP OPERATING RESULTS

continued

Debtors’ book
2004

25% [0 Rates
7% I Refuse
37% [] Water
15% . Electricity
4% |:| Housing
12% [] Other

R000
Rates 2 631 506
Refuse 721 052
Water 3663 744
Electricity 1423 388
Housing 425 866
Other 1009 291

MM
2004 2004 2003
Description Actual Variance Actual
R0O00 R000 R0O00
Income 6 250 279 5714 969 535310 4 651 089
Expenditure 5 964 546 5685 143 (279 403) 4 604 670
Surplus 285 733 29 826 255 907 46 419

2004 2004 2004
Description Actual Variance Variance
R0O00 (2{00]0]
Government grants and subsidies 489 530 308 654 180 876 59%
Interest earned 842 774 531230 311544 59%
Other revenue 340 681 38 967 301 714 774%
Other income 4577 294 4836 118 (258 824) (5%)
Breakdown of income variance 6 250 279 5714 969 535 310 9%
Depreciation 392 591 208 000 (184 591) (89%)
Grants and subsidies paid 1511975 1276 986 (234 989) (18%)
Bad debts 63 160 422 982 359 822 85%
Other expenses 3996 820 3777 175 (219 645) (6%)
Breakdown of expenditure
variance 5964 546 5685 143 (279 403) (5%)
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REVIEW OF GROUP OPERATING RESULTS continued

NOTES:

Variance (actual vs budget 2004) explanation

N1 Previously, in terms of the Division of Revenue Act 2002, not all grants were included in the statement of financial
performance.

N 2 Interest income was budgeted for conservatively. The variance relates to interest on debtors’ accounts and an overall
improvement in the cash position of CJMM.

N3 This amount is composed of low-income housing rentals and unpredictable revenue items such as traffic fines.

N 4 At time of budget, insufficient information was available to accurately estimate the impact of GAMAP compliance.

N5 These relate to capital grants and subsidies, which had not been budgeted for in terms of previously applied IMFO
standards.

N 6 The existing policy was reviewed and refined during the current year and resulted in a reduction in the bad-debt provision
required.

UAGs

UACs - aggregated profit/surplus and loss /deficit before tax

2004

Variance

Description R0O00
Aggregate profit/surplus 62 732 43 296 19 436 68 633
Aggregate loss/deficit (171 880) (121 518) (50 362) (285 861)
Net loss/deficit (109 148) (78 222) (30 926) (217 228)

The R70 million adjustment, relating to deferred income in the UACs, and made to ensure compliance with GAMAP, causes the
above results to differ from those on Appendix D (consolidated results).

City Power Johannesburg

2004 2004 2003

Actual Variance Actual

Description [X{0[0]0] (X{0[0]0] RO00O
Income 3 050 325 3122923 (72 598) 2 806 910
Expenditure 3017 597 3087 421 69 824 2 723 492
Profit before taxation 32728 35502 (2 774) 83418

Other than the impact of the National Energy Regulators rejection of the proposed tariff increases, no significant variances from
budget occurred.
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REVIEW OF GROUP OPERATING RESULTS

continued

Pikitup Johannesburg

2004
Variance
Description R0O00
Income 570 223 559 861 10 362 547 782
Expenditure 532 381 559 971 27 590 547 260
Profit/(loss) before taxation 37 842 (110) 37 952 522
Post-retirement employee
benefit (88 400)
Loss before taxation (50 558)

Savings have been effected in the areas of fuel costs (owing to smaller fuel price increases than initially anticipated) and insurance
costs following a revision of the basis of calculation of premiums. Pikitup is technically insolvent as liabilities exceed assets by
approximately R30 million. CJMM has subordinated the shareholder loan to the value of R60 million.

Johannesburg Water (JW)

2004 2004 2003

Actual Variance Actual

Description R0O00 R0O00 R0O00
Income 2 646 928 2 579 477 67 451 2 339 105
Expenditure 2 765 005 2 697 883 (67 122) 2 543 256
Loss before taxation (118 077) (118 406) 329 (204 151)

A number of projects were initiated during the financial year. The main initiative was the improvement of customer billing, which is
managed by CJMM. This included the identification of customers not billed, addressing backlogs and poor meter reading in certain
areas, installation of pre-paid meters and fixing water leaks (Gcin’amanzi project in Soweto).

There was an improvement in the payment level for CJMM-managed customers. The average for CJMM improved from 60.9% in
the previous financial year to 72.2%. Excluding the R66 million received in respect of inter-Group billing, the payment level achieved
was 69%.

Operating expenses (excluding provision for bad debts) for the year of R897.2 million were R44,8 million below budget. Savings
were experienced in virtually all areas of the business. Salaries and related costs were R21.5 million below budget. A saving in bulk
purchases of chemicals was achieved. Outsourced services provided a R13.7 million saving, of which R8,8 million was on motor
vehicle costs.

JW had an accumulated loss of R222 million as at 30 June 2004, and a subordinated loan from CJMM to the value of R650 million.
CJMM granted a R200 million subsidy of interest expense in the current year.
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REVIEW OF GROUP OPERATING RESULTS continued

Johannesburg Roads Agency (JRA)

2004 2004 2003

Actual Variance Actual

Description [X{0[0]0] [X{0[0]0] X{0[0]0]
Income 357 119 351 057 6 062 328 736
Expenditure 356 751 351 057 (5 694) 327 067
Profit before taxation 368 - 368 1669

JRA is substantially subsidised by CIMM.
There were no significant variances from budget.

Following agreement with CJIMM Treasury, JRA accounted for interest earned on its cash balances. This amounted to R7.9 million
for the year.

Johannesburg City Parks

2004

Variance

Description (X{0[0]0]
Income 299 693 297 485 2208 275 301
Expenditure 292 654 297 628 4974 275 293

Surplus/(deficit) before
taxation 7 039 (143) 7 182 8

City Parks is substantially subsidised by CJIMM.

The increase in income was largely attributable to the agreement with CJIMM Treasury, allowing City Parks to accrue interest on its
cash balances held by CJIMM.

Significant reductions in expenditure resulted from the impact of interest-rate declines and non-replacement of vehicles, which
reduced fleet-financing costs and reductions in employee numbers through natural attrition.

Johannesburg Metropolitan Bus Services

2004

Variance

Description R0O00
Income 280 081 259 198 20 883 216618
Expenditure 278 800 262 148 (16 652) 253 181

Profit/(loss) before
taxation 1281 (2 950) 4 231 (36 563)

Unbudgeted subsidies of R14 million were received from CIMM during the year.
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REVIEW OF GROUP OPERATING RESULTS continued

Unbudgeted income also included an insurance recovery of R1.3 million, a profit on sale of old buses of R3.2 million and
additional private-hire business.

Expenditure was adversely affected, as trade union opposition prevented the implementation of the planned Route Optimisation
Project. In addition, increases in diesel costs contributed to the variance.

Metrobus is technically insolvent, with liabilities exceeding assets by R2.7 million, primarily as the result of the creation of a provision
for prior years’ post-retirement benefits to the value of R4.5 million.

Johannesburg Fresh Produce Market

2004 2004 2003

Actual Variance Actual

Description [X{0[0]0] [X{0[0]0] X{0[0]0)
Income 108 660 94 830 13 830 100 374
Expenditure 89 155 82 908 (6 247) 78 644
Profit before taxation 19 505 11922 7 583 21730

The increase in income is a result of increased volumes at higher prices.

Expenditure increased owing to the increase in personnel costs, brought about by a revision of salary levels, and new appointments.
Security charges and staff-placement fees also contributed to the overspending of R6.2 million.

Johannesburg Zoo

2004 2004 2003

Actual Variance Actual

Description (X{0[0]0] (X{0[0]0] X{0[0]0]
Income 34 747 32619 2128 29 834
Expenditure 34 702 34 627 (75) 31720

Surplus/(deficit) before
taxation 45 (2 008) 2 053 (1 886)

The increase in income results from the sale of a number of high-value animals.

Expenditure was over budget owing to an increase in repairs and maintenance expenditure.
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REVIEW OF GROUP OPERATING RESULTS continued

Johannesburg Civic Theatre

2004 2004 2003

Actual Variance Actual

Description (X{0[0]0] R0O00 X{0[0]0]
Income 28 192 27 596 596 28 881
Expenditure 28 706 28013 (693) 27 898
(Loss)/profit before taxation (514) (417) 97) 983

The Civic Theatre is dependent on CJMM for its funding of overheads, of which 48% was subsidised and the balance funded by
ticket sales.

Revenue from ticket sales was R0.4 million above budget.

City of Joburg Property Company (JPC)

2004 2004 2003

Actual Variance Actual

Description {0[00] R0O00 R0O00
Income 20 149 21683 (1 534) 20 670
Expenditure 19 166 21683 2517 20 637
Profit before taxation 983 - 983 33

JPC, which is substantially subsidised by CJIMM, did not draw the full subsidy from CJIMM which resulted in a R1.5 million negative
variance on income.

Expenditure was under budget for the year, owing to savings on general expenditure.

Johannesburg Development Agency (JDA)

2004 2004 2003

Actual Variance Actual

Description [X{0[0]0] [X{0[0]0] X{0[0]0)
Income 24 007 24 482 (475) 19 052
Expenditure 23 245 23 509 264 18 828
Profit before taxation 762 973 211) 224

There were no significant variances from budget.
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REVIEW OF GROUP OPERATING RESULTS

continued

Metropolitan Trading Company (MTC)

2004 2004 2003

Actual Variance Actual

Description (X{0[0]0] R0O00 X{0[0]0]
Income 19 211 18 236 975 9 981
Expenditure 21 880 21092 (788) 93 196
Loss before taxation (2 669) (2 856) 187 (83 215)

MTC is a partially-owned subsidiary of CJMM, the other shareholder being Gauteng Province.

During 2003 an impairment loss of R82.5 million was recorded in the financial statements in terms of Accounting Standard AC128.
This was on building structures which included Metro Mall (R76 million), Yeoville (R4 million) and Hillorow (R2 million). There was
no impairment loss during 2004.

MTC is technically insolvent, with liabilities exceeding assets by R19.2 million. The shareholders, Gauteng Province and CJMM, have
subordinated their loans to the value of R85 million and R10.5 million, respectively.

Johannesburg Tourism Company (JTC)

2004 2004 2003
Actual Variance Actual
Description (X{0[0]0] (X{0[0]0] X{0[0]0]
Income 5 645 5000 645
Expenditure 5707 4729 (978)
(Deficit) /surplus
before taxation (62) 271 (333)

JTC became operational in the current financial year. The company is substantially subsidised by CJMM.

Expenditure exceeded budget for the year, owing to overspending on repairs and maintenance.
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REVIEW OF GROUP OPERATING RESULTS continued

Johannesburg Social Housing Company (JOSHCO)

2004 2004 2003

Actual Variance Actual

Description (X{0[0]0] R0O00 X{0[0]0]
Income 3125 3125
Expenditure 3104 (3 104)
Profit before taxation 21 21

JOSHCO traded for only eight months. There was no budget prepared in this first year.
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APPROVAL OF THE FINANCIAL STATEMENTS

for the year ended 30 June 2004

ACCOUNTING OFFICER’S RESPONSIBILITY FOR THE GROUP ANNUAL FINANCIAL STATEMENTS
The accounting officer is responsible for monitoring the preparation of and the integrity of the Group annual financial statements
and related information included in this annual report.

In order for the accounting officer to discharge his responsibilities, management has developed and continues to maintain a system
of internal control. The accounting officer has ultimate responsibility for the system of internal control and reviews its operation,
primarily through the audit committee and various other risk-monitoring committees.

The internal controls include a risk-based system of internal accounting and administrative controls designed to provide reasonable,
but not absolute, assurance that assets are safeguarded and that transactions are executed and recorded in accordance with
generally accepted business practices and the Group’s policies and procedures. These controls are implemented by trained, skilled
personnel with an appropriate segregation of duties, are monitored by management and include a comprehensive budgeting and
reporting system operating within strict deadlines and an appropriate control framework.

As part of the system of internal control, the Group risk-assurance function conducts operational, financial and specific audits and
co-ordinates audit coverage with the external auditors. The external auditors are responsible for reporting on the financial
statements.

The Group annual financial statements are prepared in accordance with The Statements of South African Generally Accepted
Municipal Accounting Practice and incorporate disclosure in line with the accounting philosophy of the Group. They are based on
appropriate accounting policies consistently applied and supported by reasonable and prudent judgements and estimates.

The accounting officer believes that the Group will be a going concern in the year ahead. For this reason he continues to adopt the
going-concern basis in preparing the Group annual financial statements.

The Group annual financial statements for the year ended 30 June 2004 set out on pages 22 to 98 were approved by the
accounting officer on 26 November 2004 and are signed on his behalf by:

fr . ﬂiffxf,

7%

PASCAL MOLOI MANKODI MOITSE
City Manager Acting Executive Director: Finance and Economic Development
Johannesburg

26 November 2004
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REPORT OF THE AUDITOR-GENERAL

A U DITOR-GEMNERAL

REPORT OF THE AUDITOR-GENERAL TO THE COUNCIL ON THE GROUP FINANCIAL STATEMENTS
OF THE CITY OF JOHANNESBURG METROPOLITAN MUNICIPALITY (MUNICIPALITY)
for the year ended 30 June 2004

1. AUDIT ASSIGNMENT

The group financial statements as set out on pages 22 to 98, for the year ended 30 June 2004, have been audited in terms of
section 188 of the Constitution of the Republic of South Africa, 1996 (Act No. 108 of 1996), read with sections 3 and 5 of the
Auditor-General Act, 1995 (Act No. 12 of 1995) and section 10G 2(d)(ii) of the Local Government Transition Act, 1993 (Act No. 209
of 1993). These group financial statements, the maintenance of effective control measures and compliance with relevant laws and
regulations are the responsibility of the municipal manager. My responsibility is to express an opinion on these group financial
statements, based on the audit.

2. NATURE AND SCOPE
The audit was conducted in accordance with Statements of South African Auditing Standards. Those standards require that | plan
and perform the audit to obtain reasonable assurance that the financial statements are free of material misstatement.

An audit includes:
e examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements,
e assessing the accounting principles used and significant estimates made by management, and
e evaluating the overall financial statement presentation.

Furthermore, an audit includes an examination, on a test basis, of evidence supporting compliance in all material respects with the
relevant laws and regulations which came to my attention and are applicable to financial matters.

| believe that the audit provides a reasonable basis for my opinion.

3. QUALIFICATION

3.1 Lack of supporting information

Due to a lack of supporting information, it was not possible to vouch the expenses or verify the balances below, nor was it feasible
to perform alternative audit procedures.

() Consumer debtors with credit balances
At year end, a significant number of consumer debtor accounts had credit balances totalling R464,5 million which could not
be verified. These balances were either not reviewed on a regular basis or contained some invalid transactions.

(i) Unallocated receipts

A total amount of R95,2 million (2003: R105,5 million) relating to unallocated receipts as per the debtors’ listing, was not
cleared at 30 June 2004, and could not be verified.
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(iii) Leave pay
The leave pay accrual of R184,9 million was calculated based on the balance of the leave days as reflected on the payroll
system. My audit established that the leave recorded in the payroll system did not always agree to the details on the leave
forms, and that recorded leave was not always supported by leave forms. As a result we could not verify the accuracy of the
leave pay accrual. Management was busy with a project to address the leave capturing backlog.

(iv) Interest on Regional Service Council (RSC) levies
As reported previously, interest on RSC levies could not be disclosed separately, and was included in the RSC levies income line.
Consequently, VAT was incorrectly charged on the interest portion included under RSC levies, and the effect on the group
financial statements could not be quantified.

3.2 Fixed assets
As reported in the previous year, the fixed asset records for movable and immovable properties held by the municipality were
incomplete and they were not adequately detailed to allow identification of the physical assets.

Management have embarked on a land register project in order to update the municipality’s records with the correct information,
identify and update the information of all buildings owned by the municipality and to place a value on both land and buildings.
The project has a target completion date of 31 March 2005.

Attention is drawn to the following significant audit findings:

(i) Fixed asset registers were incomplete in respect of asset descriptions and locations as required by Statement of Generally
Accepted Municipal Accounting Practice (GAMAP) No. 17. The physical verification of immovable assets was hampered by the
incomplete descriptions contained in the asset register and title deeds could not be traced to the fixed asset register and vice
versa;

(i) Subsidised houses funded from provincial government subsidies were capitalised in the books of the municipality instead of
being expensed and has resulted in an overstatement of the reported surplus and accumulated reserves. The effect on the
group financial statements could not be quantified;

(i) Fleet assets which were subject to a maintenance management arrangement in terms of the fleet outsourcing contract and
which were still owned by the municipality, did not appear on the fixed asset register.

It was therefore not possible to verify the valuation, completeness, accuracy, ownership and existence of fixed assets of the
municipality totalling R3 596,1 million.

3.3 Completeness of revenue and debtors

(i) Billing for assessment rates, refuse services, electricity, water and sewerage services
A reconciliation between the rate base used in the billing system for assessment rates and the rate base used in the valuation
roll was conducted during the year. As the reconciliation project was still in progress and contained a significant number of
unmatched properties, it was not possible to determine whether all properties and areas were billed for assessment rates and
services. Management was in the process of investigating and resolving the differences identified during the reconciliation and
have set a target completion date of 30 June 2005 for the project.

Furthermore, properties were identified that were included in both the billing system and the valuation roll and their values
were reflected as nil or a value lower than the valuation amount recorded in the billing system.
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Therefore, it was not possible to verify the completeness of assessment rates revenue of R2 559,9 million (2003: R2 286,8
million), and domestic refuse removal fees of R208,4 million (2003: R264,6 million). Consequently, the consumer debtors of
R2 339,3 million (2003: R2 759,4 million) relating to the municipality may be misstated.

Similarly, for the revenue managed by the municipality, it was not possible to verify the completeness of electricity revenue of
R1 239,7 million, water and sewerage revenue of R1646,4 million as well as the related municipal service debtors of
R1 288,5 million and R3 085,0 million respectively.

(ii) Housing debtors
The collection rate on housing income was 33% for the year ended 30 June 2004, and 98% of the rental debtors’ balance of
R 425,9 million was provided for as doubtful debts at year-end. One of the causes was that the details of tenants occupying
municipal housing stock were not up to date due to original tenants’ details not being updated when they vacated the houses.
The houses were then occupied by new tenants whilst the authorised tenant who has since vacated the house, continued to
be billed.

The municipal and service charges relating to housing stock amounted to R52,0 million, whilst the total charged to the tenants
was R14,0 million, resulting in the municipality subsidising the tenants to an extent of R38,0 million before taking into account
the non-recovery of amounts invoiced to tenants referred to above.

Due to the above, it was not possible to verify the completeness of housing rental revenue of R63,7 million excluding interest
as well as the housing rental debtors of R425,9 million (2003: R336,6 million).

4. DISCLAIMER OF AUDIT OPINION
Because of the significance of the matters referred to in paragraph 3, | do not express an opinion on the group financial statements.

5. EMPHASIS OF MATTER
Attention is drawn to the following matters:

5.1 Contingent liability
Cognisance should be taken of the estimated contingent liabilities of R1 048,0 million disclosed in note 49 (a) of the group financial
statements, the finalisation of which may have a significant impact on the financial results of future periods.

5.2 Credit control policy
During March 2004, the municipality suspended its credit control actions to allow for additional checking to enable the Revenue
Management Unit to filter anomalies identified from the credit control actions. At 30 June 2004, the credit control policy suspension
was not lifted with the result that no actions were being taken against defaulting consumer debtors. The suspension of the credit
control actions might negatively impact on the cash flows needed for the municipality and its UACs to sustain and improve on their
service delivery obligations.

5.3 Solvency of UACs

Seven of the UACs have debit capital balances and reserves totalling R268,5 million as at 30 June 2004, whilst the municipality’s
respective investments in these UACs are reflected at cost. The municipality has subordinated the capital repayment on loans
totalling R710,0 million, advanced to two of its UACs, to rank behind the claims of other creditors for repayment. Any possible
future write down of the investments in the UACs referred to above will impact on the group’s financial performance and position.

5.4 Embedded derivatives

The accounting treatment relating to embedded derivatives is described in the group financial statements. Significant assumptions
and judgement were applied to determine the fair value of the embedded derivative in accordance with South African Statement
of Generally Accepted Accounting Practice AC133, Financial Instruments: Recognition and Measurement. Attention is drawn to the
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fact that the United States of America (US) Producer Price Index (PPI) portion of the derivative was not valued due to a lack of relevant
and reliable forward pricing data relating to the US PPI, and is accounted for at each year-end. This could result in significant
fluctuations in the reported results in future periods as described in note 6 of the financial statements.

5.5 Assets transferred to UACs

The assets transferred to the Utilities, Agencies and Corporatised Entities (UACs) in terms of the Sale of Business Agreements, as
well as some of the assets sold during the disposal of the Kelvin Power Station, were still registered in the name of the municipality.
As these transfers would be taking place after the implementation of the Municipal Finance Management Act (MFMA), the
municipality was in consultation with the National Treasury to obtain approval for the anticipated transfers as required in terms of
the MFMA.

5.6 Retirement benefits funding

The municipality and its UACs provided retirement benefits to most of its permanent employees through three Defined Contribution
Funds and eight Defined Benefit Funds. Actuarial valuations as at 30 June 2004 for two of the eight Defined Benefit Funds covering
the majority of the staff of the municipality and its UACs, and the appropriate accounting entries processed in the accounting records
of the municipality were carried out. Valuations for the six remaining Defined Benefit Funds which were not exclusive to the
municipality and its UACs were not obtained, and these funds were accounted for on a Defined Contribution basis. Consequently,
the extent of any deficit or surplus relating to these funds and attributable to the municipality and its UACs, could not be ascertained.

5.7 Footway deposits
A listing of footway deposits amounting to R2,1 million was not maintained and the balance in the ledger was therefore not
reconciled.

5.8 Ambulance services

As previously reported, the control centres failed to timeously submit emergency ambulance accounts to the finance department
for billing purposes, resulting in unnecessary delays in the billing process and the possible loss of revenue. Furthermore, the
ambulance-accounts were not billed from April 2004 to June 2004 due to problems experienced with the ambulance database at
the Command Centre. No conclusion could therefore be reached in respect of the completeness of ambulance fees amounting to
R3,3 million.

5.9 Internal Audit Function

During the current year, Johannesburg Risk Assurance Services (JRAS) assigned resources to the implementation of the municipality
wide risk management structure and system. At year-end, all functions and regions had completed the self assessment risk
workshops and had developed risk management strategies. The desired internal controls which will address the deficiencies in the
current control environment were identified and are currently being implemented. Under these circumstances and taking into
account the annual review of JRAS by the Institute of Internal Auditors, limited reliance was placed on the work done by JRAS.

5.10 Overall Information Technology (IT) control environment

Information Technology Risk Assurance Services (ITRAS) of the municipality (IT Audit) have performed various reviews of the general
IT control environment and obtained management’s commitment and actions to address the weaknesses identified. Based on our
discussions with IT Audit, and consideration of the weaknesses already reported by them, it appears that there has been some
improvement in the general IT control environment. However, the Venus Command Centre reflected certain shortcomings on the
billing system which compromised the provision of adequate audit trails.

5.11 Information Technology project management

There is currently no general project office for IT, which define project methodologies. Each business unit undertakes its own projects
with its own methodologies. Feasibility studies are not always conducted to establish the viability of projects. Projects deadlines and
time frames are not set for projects. There are no standard SLA frameworks in place to ensure compliance to the City's IT Standards,
Policies and Procedures.
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5.12 Business continuity planning
The municipality did not have a formal business continuity plan to address business issues in the event of business interruption.
A business continuity planning methodology was adopted and will be rolled out over the next two years.

5.13 Reporting requirements

As a National Treasury pilot site, the municipality adopted Generally Accepted Municipal Accounting Practice (GAMAP) during the
current year and has prepared group financial statements. These group financial statements were prepared in line with the specimen
financial statements issued by National Treasury, which was withdrawn on 2 September 2004. The withdrawal notice allowed the
pilot municipalities to use these withdrawn specimen financial statements.

As these specimen financial statements were drafted while some of the envisaged standards of GRAP and GAMAP were still
exposure drafts, it is possible that some adjustments may be necessary in future financial years to comply with the refined specimen
financial statements once issued by National Treasury, and the accounting standards finalised by the Accounting Standards Board
(ASB).

6. PERFORMANCE AUDITING

As previously reported, a performance audit covering specific payroll related issues as well as the effective utilisation of the suppliers
at the municipality was conducted during the previous and current financial year. A separate audit report to this effect will be issued
by this Office’s Performance Audit Component as soon as the responses of the municipality are received.

7. AUDIT ON PERFORMANCE OF THE MUNICIPALITY
An audit on the municipality’s performance measurement according to section 46(1) of the Local Government Municipal Systems
Act, 2000 (Act No. 32 of 2000) was conducted and is reported on separately.

8. RESUBMISSION OF THE FINANCIAL STATEMENTS

In terms of section 10G(2)(e) of the Local Government Transition Act, 1993 (Act No. 209 of 1993), read with section 3(3) of the
Auditor-General Act, 1995 (Act No. 12 of 1995), it is a requirement that the financial statements of local authorities shall be
submitted to the Auditor-General not later than three months subsequent to the financial year-end.

The group financial statements were submitted on 30 September 2004 but due to subsequent changes to the financial statements
they were resubmitted for audit on 26 November 2004.

9. APPRECIATION
The assistance rendered by the staff of the municipality and its UACs during the audit is sincerely appreciated.

S A FAKIE
Auditor-general

Johannesburg,
9 December 2004
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FINANCE AND ECONOMIC DEVELOPMENT

INTRODUCTION

The Group is one of the pilot municipalities identified by National Treasury to implement Generally Accepted Municipal Accounting
Practice (GAMAP). CIMM prepared the June 2003 financial statements according to the Institute of Municipal Finance Officers
(IMFO) standards, and converted the 1 July 2003 opening balances to comply with GAMAP. This will facilitate accountability, and
prepare for future reporting as is required by the Municipal Finance Management Act (MFMA ) — Act 56 of 2003, Chapter 12 Section
122 and 126(2)

In the past, it was impractical to prepare Group financial statements, given the different accounting policies applied in the
preparation of the financial statements of CJMM and its UACs. CJMM applied IMFO standards while the UACs applied the
Statements of South African Generally Accepted Accounting Practice (GAAP).

These are the first set of Group financial statements presented, marking the start of transformation in the financial reporting of
CJMM. A firm foundation has been laid, which will enhance the appropriateness, transparency and ease of interpretation of the
statements in future years.

BACKGROUND
The following background information to the Group financial statements is provided for a better understanding of the context in
which the statements were prepared.

Within three months after year end, the Group must submit Group financial statements to the Auditor-General, who in turn must
audit and submit to CJMM his report within three months of receipt of the statements. The Mayor of the City of Johannesburg
Metropolitan Municipality must, within seven months after the end of the financial year, table the annual report in the municipal
council. The annual report must be made public when submitted to Council.

FINANCIAL REPORTING

In prior years, the Municipality complied with the reporting requirements of IMFO as set out in its Code of Practice and, in particular,
applied Fund Accounting in the presentation of fixed assets. As entities falling under the Companies Act, the UACs applied
Statement of South African GAAP.

In the current year, the Municipality has applied GAMAP to its own statements, and restated the UACs to conform to GAMAP in
all material aspects of the consolidation.

The most significant impact of the adoption of GAMAP on CIMM, has been a material upward restatement of fixed assets by R583
million. The most significant impact on the UACs has been the transfer of R403 million of deferred income included in long-term
liabilities to reserves.

SUBORDINATION OF LOANS TO UACs

In the sale of business agreements transacted between CJMM and City Power and Johannesburg Water respectively, a clause is
included to the effect that, should the UAC be deemed by its auditors to require the subordination of its loan account with CJIMM,
the Municipality will be obligated to subordinate such loan for as long as, in the opinion of the auditor, it is considered necessary.
Currently, the Water loan account of R650 million is subordinated. In addition, in 2003, Council approved the subordination of
R60 million of the Pikitup loan of R81 million.

PAGE 22 e Cityof Johannesburg Metropolitan Municipality — Group Financial Statements for the year ended 30 June 2004



REPORT OF THE EXECUTIVE DIRECTOR:
FINANCE AND ECONOMIC DEVELOPMENT continued

For the year ended June 2004, Johannesburg Zoo, Joburg Property Company and Metropolitan Trading Company had liabilities
exceeding assets. To support the preparation of the annual financial statements on a going-concern basis, CJIMM issued letters of
comfort to the above UACs auditors pledging the Municipality’s continued support.

ACCOUNTING POLICIES
The accounting policies followed by CIMM comply with GAMAP. Where no GAMAP statement is available from National Treasury
guidelines, the Municipality has complied with Generally Recognised Accounting Practice (GRAP).

THE FUTURE

At present, the Group is a GAMAP pilot site, and has prepared the financial statements based on GAMAP. The Accounting
Standards Board is preparing Statements of GRAP. Municipalities fall within the scope of GRAP and, as GRAP develops, the
Municipality is moving from GAMAP to GRAP.

In setting standards, the Board is taking into account all relevant factors, including:
e the best accounting practices both locally and internationally;
e the relevant institution’s capacity to comply with the standards at this time.

The standards set will promote transparency in, and effective management of, revenue, expenditure, assets and liabilities of the
institution to which these standards apply.

CAPITAL EXPENDITURE AND FINANCING
The Council approved a revised capital budget (2003/2004) during April 2004, reducing it from R1.585 billion to R1.502 billion
(R600 million in respect of CJIMM and R902 million in respect of UACs).

It became necessary to revise the capital budget for the following reasons:
¢ Projects cancelled/postponed as a result of the failure to secure counter-funding agreements from third parties;
¢ Unforeseen obstacles encountered during construction;
¢ Projects for which approval was obtained after the commencement of the financial year;
e Provision for counter-funding of third-party projects initiated in the current year;
¢ Delayed commencement of projects owing to delays in the tender and approval process;
¢ Unforeseen damage to Group assets;
¢ Unbudgeted projects that would benefit the revenue of the Group;
¢ Planning and investigations that were not complete in time for the budget process;
¢ Urgent projects for which funds were not available at time of budget; and
¢ The removal of projects from the capital budget, or decrease in provision, as it was clear that a project would not take place or
would not incur costs to the extent that was provided for in the budget.
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continued

EMPLOYEE-RELATED MATTERS
The table below reflects the employee complement of each employer within the City's administration as at 30 June 2002, 2003 and
2004, as well as the employee cost incurred by that employer in the financial year to 30 June 2003 and 2004.

EMPLOYEE COMPLEMENT AND EMPLOYEE COST AT 30 JUNE 2004

Employee Employee Employee Employee Employee
complement | complement [ complement cost 2003 cost 2004
Employer 2002 2003 2004 R0O00 R0O00
CIMM 10 763 10 326 10 454 1259 316 1630 358
Johannesburg Water 2 527 2 553 2 530 287 499 342 202
City Power Johannesburg 1926 1957 1865 325 263 296 074
Pikitup Johannesburg 3664 3532 3717 238 947 276 399
Johannesburg Roads Agency 1921 1924 1971 168 962 186 550
Johannesburg City Parks 2 405 2 261 2 450 186 893 200 123
Johannesburg Metro Bus Services 955 993 961 94918 107 955
The Johannesburg Civic Theatre 242 130 129 10 748 10 759
Joburg Property Company 39 47 59 9342 11953
Johannesburg Fresh Produce Market 217 422 214 24 992 28 605
Johannesburg Zoo 256 140 147 14 823 16 812
Johannesburg Development Agency 18 27 33 5913 11 405
Metropolitan Trading Company 21 35 33 2914 5585
Johannesburg Tourism Company 8 2171
Johannesburg Social Housing
Company 38 292
TOTAL 24 954 24 347 24 609 2630530 3127 243

Employees and councillors of the Group are members of the retirement funds listed on page 25 and the Group makes monthly
employer contributions to these funds.
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THE CITY’S CONTRIBUTION TO RETIREMENT FUNDS FOR THE YEAR ENDED 2004

MM
Employer
contribution
R0O00
City of Johannesburg Pension Fund 29 802
Johannesburg Municipal Pension Fund 30 647
Municipal Employees Gratuity Fund 19 481
Soweto Pension Fund 15 029
e-Joburg Retirement Fund 26 266
Diepmeadow Pension Fund 802
Municipal Employees Pension Fund 7 091
Municipal Councillors Pension Fund 4129
National Municipal Workers Pension Fund 2 260
Joint Municipal Workers Pension Fund 2 209
SALA Pension Fund 1601
SAMWU National Pension Fund 621
Meshawa Retirement Fund 410
Total 140 348

Employees of the Group are also members of the medical aid funds tabled below and Group contributes to these funds as well.

THE CITY’S CONTRIBUTION TO MEDICAL AID FUNDS

UMM

CJMM membership

Employer contribution

Medical aids 30 June 2004 R0O00O
Bonitas 3214 35569
Hosmed 264 2 385
Lamaf 1793 32 320
Munimed 1046 15 474
Pretmed 144 1143
Other 113 557
Total 6 574 87 448
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2004/05 BUDGET

In conjunction with National Treasury, the Group is a pilot municipality for the implementation of budget and other financial
management reforms through the Municipal Finance Management Technical Assistance Programme (MFMTAP). The programme
reforms originated from the establishment of the Constitution, the Municipal Structures Act, the Municipal Systems Act, the
Municipal Finance Management Act and GAMAP/GRAP.

A steering committee was established to:
e monitor the performance of the project;
¢ to provide guidance;
e to ensure that the requirements are met and activities are carried out to meet the needs of the Municipality; and
¢ to demonstrate the Municipality’s commitment to implementing the national reforms.

TARIFF OVERVIEW

Tariffs are part and parcel of a long-term economic development plan that will deliver a city that is effectively and efficiently run,
with well-maintained facilities and a smooth service delivery to the populace. The City's primary concern in setting tariffs is
affordability to its citizens. The City is also affected by external factors such as inflation and other increases in input costs,
employment levels, national government policies, and international factors.

Historically, the City has been conservative in its annual review of tariffs, absorbing cost increases in excess of tariff increases in
some years.

As regards electricity, residential tariffs rose by 12% for lifeline tariff, 4.5% for a two-part flat tariff and 4.5% for a two-part seasonal
tariff. The business tariff increased between 0.5%-3.5%.

UNBILLED STANDS
One of the major initiatives at present, is a project to address the ‘revenue gap’, referring to unbilled and under-billed properties.
The major causes are: the illegal use of property; incomplete information; and new property development.

BUDGET
Domestic customers will see a shift towards more cost-reflective tariffs, resulting in higher rates. Large and industrial customers will
experience a decline in tariffs over the phase-in period.

Highlights of the budget are:

e \Water and sanitation tariffs increased by 9% for both domestic and commercial customers during the 2004/05 financial year.

o Refuse removal increased by 5.5% on average for residential customers. The proposed increase in tariffs is projected to increase
domestic revenue by R13 million to R133 million, and disposal revenue by R0.6 million to R11.5 million, excluding the subsidy
from the City, for the 2004/05 financial year;

e Budgeted assessment rates increased by 8.5%. The increase of the general rate in the Rand to 10.88 cents will provide an
income of some R2.732 billion. This rate is to be levied in terms of Section 21 of the Ordinance for the year 1 July 2004 to
30 June 2005. As part of its social package, the City also grants a 100% rebate to customers with property values that are
R20 000 and less. For the 2004/05 financial year, approximately 292 000 residents will benefit. Income forgone through this
initiative is about R215 million;

e In addition to this, an extra 40% remission for pensioners with land values that are R500 000 and less is granted. Nearly
4 000 pensioners will benefit, and the income forgone will be approximately R14 million; and

e Minor tariffs increased by 5.5%.
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EXTERNAL LOANS

Outstanding external loans on 30 June 2004 amounted to R4.974 billion (2003: R4.058 billion) as set out in Appendix A.
During the year, additional external loans of R2.397 billion (2003: R619.5 million) were received. Loans totalling R1.481 billion
(2003: R383.9 million) were repaid or written off.

The additional external loans received comprised:

R million

New loans 300
Bond issues 2 000
Drawdowns 10
Capitalised interest 88
2 398

BOND ISSUE

CJMM successfully launched its inaugural 6-year municipal bond issue, the C0OJO1, of R1 billion on 6 April 2004. The COJO1 was
oversubscribed at 1.5 times. Coupon was set at 11.95%, priced at 230 basis points over the R153 Government bond. Interest is
payable biannually in arrear on 13 April and 13 October each year, with first payment made on 13 October 2004. The bond
matures on 13 April 2010.

CJMM issued its second bond, C0OJ02, a 12-year partially guaranteed bond of R1 billion on 30 June 2004. Coupon was set at
11.90%, which was 164 basis points above the R157 Government bond. Interest is payable biannually in arrear on 15 March and
15 September each year. The first payment will be made on 15 September 2004. The bond will mature on 15 September 2016.
A partial guarantee (40% of the bond) is provided by the Development Bank of South Africa and the International Finance
Corporation.

Loan information is disclosed in note 14 to the Group financial statements.

INVESTMENTS
Investment information is disclosed in note 5 to the Group financial statements.

EMBEDDED DERIVATIVE

In terms of AC133, City Power has recognised an ‘Embedded Derivative’, implicit in its power-supply agreement with a third party
as described in note 6 to the notes to the financial statements. The assumptions made regarding the future US and South African
Producer Price Indices, as well as the Rand/US Dollar exchange rate, could result in material fluctuations in the reported results of
future periods.

The risk was brought to the attention of the Group Asset and Liability Management committee during November 2004.

City Power, with the assistance of CJMM's Share Sholder Unit, has undertaken to negotiate with the third party, with the intention
of limiting this risk, and to report to Council on the final outcome.

CASH POSITION
Primarily as a result of the bond issues, a significant growth in liquidity was experienced in the current year.

Treasury reported a cash closing balance of R929 million at the end of June 2004. This amount included cash equivalents totalling
R826 million.
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ASSET MANAGEMENT

The asset registers have been reconstructed to comply with the requirements of GAMAP. Asset-management policies, procedures
and processes were also reviewed for compliance with GAMAP; this will be ongoing. The new format has been reported as per
Appendices B and C.

Assets are recorded at cost and are not revalued.

CJMM has initiated projects to ensure the completeness of the moveable assets register and the land register. The projected
completion date is June 2005.

RISK MANAGEMENT COMMITTEE AND STRATEGY
To ensure optimal business as well as cost effectiveness, the Group Asset and Liability Management Committee (ALCo) also serves
as the Risk Management Committee (RiskCo).

The wide areas of ALCo’s responsibilities enable it to consider the most optimal risk-mitigation measures in an integrated and holistic
manner.

The ALCo/RiskCo operates within the guidelines of an approved Risk Management Framework; Plan and Risk Financing Policy
and strategy manuals.

The ALCo/RiskCo has, during the year under review, considered, evaluated and determined, among others, the following:
e Risk appetite;
* Risk-event tolerance;
e Risk-financing structures and risk financing retention levels, presented in the form of bell curves and scatter diagrams;
e Alternative risk-financing instrument results; and
e Claim experiences as well as risk-mitigation measures and results.

The Executive Director: Finance and Economic Development is the chairperson of the ALCo/RiskCo and, in co-operation with
the committee members, determines areas that requires specific attention.

The UACs also have their own RiskCos, and a Group Physical Risk Management Operational Forum (PROF) meets on a monthly basis
to consider and address operational and day-to-day requirements.

RISK FINANCING (INSURANCE) CLAIMS

CIMM’s risk financing structures include a self-insured layer (to cater generally for high-volume and low-impact losses/incidents). It
is formally underwritten by a registered specialist insurer, in the format of a contingency policy. In addition, there is a conventional
layer, underwritten in local as well as international markets, to cater mainly for catastrophe losses.
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During the period under review, the main categories of claims (in Rand) were the following:

Claim type Highest single claim (R) Average claim (R)
Public liability 3508 771 89 232
Theft of assets 717 521 45 339
Damage to assets 3 050 000 133013

The following risk-mitigation and -control measures were, among others, considered, implemented and continuously managed in
an effort to reduce the impact of these claims in future:

Public liabilities

e |dentification of potential causes of liability risks and implementation of corrective measures;

e |dentification of risks caused by CJIMM’s activities that could have an impact on members of the public’s health and safety, and
the purposeful management of these risks;

* Repudiation of claims resulting from pure negligence; and

e Ongoing risk-awareness programmes.

Theft

e Improved physical security measures and safeguarding of Group-owned assets;

e |dentification of the causes of theft and implementation of remedial actions;

e Proactive and reactive physical risk-assessments with risk-mitigation proposals to the business units; and
* Ongoing risk-awareness programmes.

Assets

e Improved preventative maintenance to reduce the impact of maintenance-related losses;

e Recovery of losses caused by third parties, i.e. damages to street lights, traffic signals, etc; and
¢ Ongoing risk-awareness programmes.

WATER AND ELECTRICITY DISTRIBUTION LOSSES
The following unaccounted-for loss percentages on water and electricity were incurred:

Water 36% 35%
Electricity 18% 16%

REGIONAL ELECTRICITY DISTRIBUTION SERVICES (REDs)

In accordance with the Cabinet decision of May 2001, the restructuring of South Africa’s Electricity Distribution Industry (EDI)
envisages the formation of six REDs, each of which will operate as an independent electricity distribution company, responsible for
providing power within its region. These REDs will incorporate all electricity distribution businesses currently owned by municipalities
and Eskom, including maintenance, billing, human resources, finances etc. Municipalities are expected to ‘ring-fence’ and transfer
their electricity distribution activities to the new REDs.

In terms of the policy adopted on the EDI restructuring, it is envisaged that municipalities shall not suffer a financial loss as a result
of the restructuring. Municipalities will have shareholding in the respective REDs in terms of the proportion of assets the municipality
contributed to the REDs. National government has also indicated its willingness to consider compensating municipalities for profits
that may be lost through the implementation of the EDI restructuring process.
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FINANCE AND ECONOMIC DEVELOPMENT continued

In this regard, the Group and its electricity distribution utility, City Power, decided to take a proactive approach to the process and
have set up a Steering Committee to lead the process by, inter alia:

e Looking at the financial implications of the introduction of the REDs for the City;

¢ Analysing the impact of the restructuring on the operations of the City and City Power;

» Developing strategies to ensure minimal disruptions to operations and continued service delivery; and

e Ensuring that the process is taken forward in a well-planned and well-managed manner.

CREDIT RATING UPGRADE
In 1999, the City appointed Fitch Ratings to conduct a solicited rating, resulting in a BBB+ long-term and F2 short-term rating, both
on a national scale. This rating was reaffirmed in 2000 and 2001.

On 3 July 2003, Fitch Ratings upgraded the City’s ratings from BBB+ to A- long-term and F2 reaffirmed short-term.

In April 2004, Fitch Ratings reaffirmed the City’s long-term rating at A- and short-term rating at F2, stable outlook. Fitch Ratings
rated the COJO2 Bond at AA.

CA Ratings, the City's second rating agency, also reaffirmed the rating of the City: long-term zaA and short-term zaA2, stable
outlook.

AUDIT COMMITTEE
In terms of a Council Resolution of 19 February 2001, the Audit Committee was established and an Audit Committee Charter was
approved.

The committee serves as a link between the Council, departmental heads, and internal and external auditors. The committee held
meetings on 11 August 2003, 3 November 2003, 10 February 2004, 17 May 2004 and 22 June 2004. During these meetings, risk
areas were identified, internal control measures were evaluated, and the implementation of corrective measures was monitored. The
committee is considered as a tool to effectively monitor executive management, and ensure continued communication and
increased awareness of risk- and integrity-related issues.

The composition of the Audit Committee is as follows:
e Chairperson — member from the private sector/community;
¢ Two additional members from the private sector/community; and
* One Councillor who is not a member of the Mayoral Committee.
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REPORT OF THE EXECUTIVE DIRECTOR:
FINANCE AND ECONOMIC DEVELOPMENT continued

The following served as members of the Audit Committee during the year:

External members:

Brian Hawksworth, CA (SA), Chairperson
Hester Hickey, CA (SA)

Dr Len Konar, CA (SA)

Joe Lesajane, CA (SA)

Internal members:
Parks Tau, Councillor
Michael Moriarty, Councillor
Thomas Phakathi, Councillor

EXPRESSION OF APPRECIATION

I am grateful to the Executive Mayor, Mayoral Committee, Municipal Manager, Councillors, Executive Directors and Directors for the
support they have given my personnel and myself during the 2003/2004 financial year. A special word of gratitude to all financial
staff for their contribution and to the office of the Auditor-General, the auditors appointed by him, and their staff, for conducting
the external audit and for their assistance, support and co-operation during the year.

Finally, a further word of thanks to everybody for the months of hard work, sacrifices and concentrated effort during the year to
enable us to finalise these financial statements within the prescribed period.

CONCLUSION

We believe that this initiative has put us on the path of service delivery excellence and good governance. We are proud to have
taken this bold initiative, which augurs well for our city, and in particular, for our country’s young democracy.

oise.

MANKODI MOITSE
Acting Executive Director: Finance and Economic Development
City of Johannesburg Metropolitan Municipality

Johannesburg
26 November 2004
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STATEMENT OF FINANCIAL POSITION

as at 30 June 2004

ASSETS
Non-current assets

Fixed assets

Intangible assets
Non-current loans
Investments

Derivative financial assets
Deferred taxation

Current assets

Cash and cash equivalents

Current portion of non-current loans
Short-term investments

Consumer debtors

Other debtors

Inventory

Derivative financial assets

Total assets

COMMUNITY WEALTH AND LIABILITIES
Community wealth

Reserves (accumulated funds)
Housing Development Fund
Accumulated deficit

Non-current liabilities

Long-term liabilities
Non-current provisions
Trust funds

Derivative financial liabilities
Deferred income

Deferred taxation

Current liabilities

Creditors

Conditional grants and receipts
Provisions

Consumer deposits

Current portion of long-term liabilities
Taxation

Total wealth and liabilities

NOoO bk wWwN

O — O W u b~

12
13

14
15
16

17
18

19
20
21
22
14

8 673 049 7 873 347 8 161 277 7 445 343
7 126 958 6271153 3596 054 2 832543
359 666 382 375 _ _
136 100 151 371 3 698 401 3 647 346
721 532 822 959 866 822 965 454
13 557 - = -
315 236 245 489
4 548 630 2 675 966 4179 107 2417 009
1284176 745 407 1258 045 639 904
= - 243 569 197 539
314 800 106 350 314 800 106 350
1967 946 1243914 847 047 58 369
876 815 483 099 1490 855 1392 816
72 020 82 446 24 791 22 031
32 873 14 750 = -
13 221 679 10 549 313 12 340 384 9 862 352
1957 667 500 047 1702 962 821722
2223248 4 479 641 1748 584 4 477 471
106 178 209 229 106 178 209 229
(371 759) (4 188 823) (151 800) (3 864 978)
6 899 905 6 180 131 6 048 556 4935 338
4729 701 3686 529 4402 113 3336 800
1677 074 1595 205 1 646 443 1595 205
= 3333 = 3333
= 98 658 = -
= 403 843
493 130 392 563
4 364 107 3869 135 4 588 866 4105 292
3531675 2 962 605 3 896 859 3279354
303 800 223 660 303 800 223 660
27 782 32 342 = -
251799 269 378 167 622 254752
244 717 370977 220 585 347 526
4334 10173
13 221 679 10 549 313 12 340 384 9 862 352
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STATEMENT OF FINANCIAL PERFORMANCE

for the year ended 30 June 2004

BUDGET GROUP

Revenue
2 196 000 2518 272  Property rates 23 2 478 632 2212324 2 559 922 2 286 835
5026 437 5887 583  Service charges 24 5730 533 5166 284 320397 438 049
1050 000 1403302 Regional service levies 1325 925 1260 982 1343616 1277 479
- 59 231  Rental facilities and equipment 103 039 71573 63 708 71573
Interest earned - external
- 38 052 Investments and UAC loans 177 469 22 515 713 795 -
Interest earned —
- 33 252 outstanding debtors 190 591 130419 128 979 119 244
131 356 91287  Fines 169 176 90 885 169 176 90 885
- —  Licences and permits 352 16 352 -
- 96 612  Income from agencies 105 361 123 181 103 668 106 241
Government grants
236 446 308 654 and subsidies 25 489 530 217 397 489 530 217 397
320 890 547 988  Other income 473 832 37 660 340 681 43 386
Public contributions, donated
and contributed property,
- - plant and equipment 529 - = -
Gains on disposal of property,
- - plant and equipment 20 842 135 16 455 -
8961129 10984233 Total revenue 11 265 811 9333371 6 250 279 4651089
Expenditure
2582712 2921901 Employee-related costs 26 3127 243 2 630530 1630 358 1259 316
- 43 551  Remuneration of councillors 27 42 649 39129 42 649 39 129
475390 994 236  Bad debts 28 691 476 862 460 63 160 128137
- - Collection costs 440 3247 - -
348 966 610 625  Depreciation 790 958 350 119 392 591 -
170 883 196 673  Repairs and maintenance 152 394 150 370 38 949 44 968
854 925 602 764  Interest on external borrowings 29 521 655 638 735 543 021 565 633
2 644 530 3143 081 Bulk purchases 30 3116616 2 656 124 - -
- 1071306 Contracted services 31 1283 402 1109 511 718 797 592 757
- 47 945  Grants and subsidies paid 32 63179 - 1511975 1143 383
2183008 1416295  General expenses 33 1229 466 1354 098 1023 046 831347
Loss on disposal of property,
- - plant and equipment 126 3806 - -
9260414 11048377 Total expenditure 11019 604 9798 129 5 964 546 4 604 670
Net surplus/(deficit) before
(299 285) (64 144)  taxation for the year 246 207 (464 758) 285 733 46 419
Net fair-value adjustment on
- - derivative instrument 130 338 298 771 - -
(299 285) (64 144) 376 545 (165 987) 285 733 46 619
4 555 24 654  Taxation 34 39 255 107 163
Net surplus/(deficit) after
(303 840) (88798)  taxation for the year 337 290 (273 150) 285 733 46 419

Refer to Appendix E for explanations of variances
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STATEMENT OF CHANGES IN COMMUNITY WEALTH

for the year ended 30 June 2004

Balance at 1 July 2002 245 952
Net surplus for the year
Prior-year adjustment

Revaluation of property, plant and equipment

Movements in funds (36 723)
Balance at 30 June 2003 as previously stated 209 229
Implementation of GAMAP 42 496 (103 051) 1367 584

Prior-year adjustment

Balance at 1 July 2003 (restated) 42 496 106 178 1367 584
Net surplus for the year

Revaluation of property, plant and equipment

Transfer to AFR 32293

Property, plant and equipment purchased (24 076) 24 076
Capital grants used to purchase property, plant and equipment

Donated/contributed property, plant and equipment

Contribution to COID reserve

Insurance claims processed

Refinancing of assets (92 590)
Offsetting of depreciation (193 184)
Balance at 30 June 2004 50 713 106 178 1 105 886
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3155 (3979 729) 4000 054 269 432
(273 150) (273 150)
63 071 63 071
(985) 985
477 417 440 694
2170 (4 188 823) 4 477 471 500 047
304 949 464 601 12 991 3511350 (4 477 471) 1123 449
(3119) (3119)
304 949 464 601 12 991 2170 (680 592) 1620377
337 290 337 290
(972) 972
(32 293)
2314 (2314)
283 102 (283 102)
16 703 (16 703)
(9 033) 9033
157 273 (64 683)
(19 805) (82 961) 295 950
444 731 600 059 20 661 1198 (371 759) 1957 667
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STATEMENT OF CHANGES IN COMMUNITY WEALTH

for the year ended 30 June 2004

Balance at 1 July 2002 245 952
Net surplus for the year

Prior-year adjustment

Movements in funds (36 723)
Balance at 30 June 2003 as previously stated 209 229
Implementation of GAMAP 42 496 (103 051) 1367 584

Prior-year adjustment

Balance at 1 July 2003 (restated) 42 496 106 178 1367 584
Net surplus for the year

Transfer to AFR 32293

Property, plant and equipment purchased (24 076) 24 076
Capital grants used to purchase property, plant and equipment

Donated/contributed property, plant and equipment

Contribution to COID reserve

Insurance claims processed

Refinancing of assets (92 590)
Offsetting of depreciation (193 184)
Balance at 30 June 2004 50 713 106 178 1 105 886
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(3 943 548) 4 000 054 302 458

46 419 46 419

32 151 32 151

477 417 440 694

(3 864 978) 4 477 471 821722

97 227 268 480 12 991 3511350 (4 477 471) 719 606
(124 099) (124 099)

97 227 268 480 12 991 (477 727) 1417 229
285733 285733

(32 293) -

2314 (2 314) -
160 605 (160 605) -

16 703 (16 703) -

(9 033) 9033 -

157 273 (64 683) -
(19 805) (30 087) 243 076 -
237 009 334 315 20 661 (151 800) 1702 962
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CASH FLOW STATEMENT

for the year ended 30 June 2004

Cash flows from operating activities

Receipts

Sales of services

Grants and subsidies
Interest received

Other goods and services

Payments

Employee costs

Suppliers

Interest paid

Grants and subsidies paid
Taxation paid

Net cash from investing activities
Additions to fixed assets

Proceeds on disposal of fixed assets
Acquisition of intangible assets
Increase in investments

Non-current loans

Net cash from financing activities
Long-term liabilities

Conditional grants and receipts

Bank and cash equivalents
At beginning of year

At end of year

35

36

37

38

793 408 439 137
8 119 582 3372 097
489 530 489 530
368 060 842 774
598 543 645 578
(3127 243) (1 630 358)
(5 055 956) (1 225 488)
(521 655) (543 021)
(63 179) (1511 975)
(14 274) -
(1251 691) (839 508)
(1148 357) (649 060)
29 350 16 455
(40 932) =
(107 023) (109 818)
15 271 (97 085)
997 052 1018 512
916 912 938 372
80 140 80 140
538 769 618 141
745 407 639 904
1284176 1258 045
538 769 618 141
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NOTES TO THE FINANCIAL STATEMENTS

for the year ended 30 June 2004

1 ACCOUNTING POLICIES

BASIS OF PREPARATION

These financial statements have been prepared in accordance with Statements of Generally Recognised Accounting Practice as
well as applicable standards of GAMAP issued by the Accounting Standards Board in accordance with Section 55(1)(b), 89 and
91(1)(b) of the Public Finance Management Act (Act No.1 of 1999) and Municipal Finance Management Act (Act 56 of 2003).

In the preparation of these financial statements, reference has been made to the specimen financial statements released by
National Treasury in April 2004.

The principal accounting policies, adopted in the preparation of these financial statements are set out below. In prior years,
accounting policies conformed with those imposed by the Code of Practice (1992) issued by IMFO and, consequently, opening
balances as at 1 July 2003 have been restated to comply with current policies.

The group financial statements represent the consolidated financial position, operating results, and cash flow information of
CJMM and its UACs. UACs are companies over which the Group exercises control. The results of these subsidiaries are included
from the effective date of control, until the effective date of cessation of control.

At present, the Group is a GAMAP pilot site and has prepared the financial statements based on GAMAP. The Accounting
Standards Board, as mentioned, is preparing Statements of GRAP. Municipalities fall within the scope of GRAP and, as GRAP is
developed, the municipality will move from GAMAP to GRAP.

BASIS OF CONSOLIDATION

Investment in subsidiaries

Subsidiaries are those entities over whose financial and operating policies the Group has the power to exercise control, so as to
obtain benefits from their activities.

The group financial statements incorporate the assets, liabilities and results of the operations of the municipality and its
subsidiaries. The results of subsidiaries acquired and disposed of during a financial year are included from the effective dates of
acquisition and to the effective dates of disposal. Where necessary, the accounting policies of subsidiaries are changed to ensure
consistency with the policies adopted by the Group.

Transactions eliminated on consolidation
Intra-group balances and transactions, and any unrealised gains or losses arising from intra-group transactions, are eliminated
in preparing the consolidated financial statements.

Goodwill and negative goodwill

Goodwill is any excess of the cost of an acquisition over the Group’s interest in the fair value of the identifiable assets and
liabilities acquired.
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NOTES TO THE FINANCIAL STATEMENTS continued

for the year ended 30 June 2004

Goodwill is carried at cost, less accumulated amortisation and accumulated impairment losses. Goodwill is amortised on a
straight-line basis over its estimated useful life. Where the estimated useful life exceeds twenty years, annual impairment reviews
are conducted to determine any impairment loss.

Negative goodwill arising on an acquisition represents any excess of the fair value of the Group’s share of the identifiable net
assets acquired over the cost of the acquisition. To the extent that negative goodwill relates to an expectation of future losses
and expenses that are identified in the plan of acquisition and can be measured reliably, but which do not represent identifiable
liabilities at the date of acquisition, it is recognised in the statement of financial performance when the future losses and
expenses are recognised. Any remaining negative goodwill, not exceeding the fair values of the non-monetary assets acquired,
is recognised in the statement of financial performance over the weighted average useful life of those assets. The balance of
negative goodwill in excess of the fair values of the non-monetary assets acquired is recognised immediately in the statement
of financial performance.

HOUSING DEVELOPMENT FUND

The Housing Development Fund was established in terms of the Housing Act, (Act No. 107 of 1997). Loans from National and
Provincial Government, used to finance housing developments undertaken by the Municipality, were extinguished on 1 April 1998
and transferred to the Housing Development Fund. Housing developments, both completed and in progress as at 1 April 1998,
were also transferred to the Housing Development Fund. In terms of the Housing Act, all proceeds from housing developments,
which include rental income and sale of houses, must be paid into the Housing Development Fund. Monies standing to the
credit of the Housing Development Fund can be used only to finance housing developments within the municipal area subject
to the approval of the Provincial MEC responsible for housing.

RESERVES

Asset Financing Reserve (AFR)

In order to finance the provision of infrastructure and other items of property, plant and equipment from internal sources,
amounts are transferred from the unappropriated surplus to the AFR. The cash in the designated AFR bank account should be
used only to finance items of property, plant and equipment; but, if utilised for any other purpose, the AFR is reduced by a
corresponding amount. The amount transferred to the AFR is based on the Municipality’s need to finance future capital projects
included in the Integrated Development Plan.

Future Depreciation Reserves (FDRs): self-funding

When items of property, plant and equipment are financed using the AFR cash resources, a corresponding transfer is made from
the AFR to a FDR. When these items of property, plant and equipment are depreciated, a transfer is made from the FDR to the
unappropriated surplus. The purpose of this policy is to promote community equity through the elimination of duplicate charges
to Community Wealth. When an item of property, plant and equipment financed from the AFR is disposed of, the balance in
the FDR relating to such item is transferred to the unappropriated surplus.

FDRs: government grants, public contributions and donations

When items of property, plant and equipment are financed from government grants or public contributions and donations, a
corresponding transfer is made from the unappropriated surplus to a FDR. When such items of property, plant and equipment
are depreciated, a transfer is made from the FDR to unappropriated surplus. The purpose of this policy is to promote community
equity and facilitate budgetary control by ensuring that sufficient funds are set aside to offset the depreciation charges that will
be incurred over the estimated useful life of the item of property, plant and equipment. When an item of property, plant and
equipment financed from government grants, public contributions or donations is disposed of, the balance in the FDR relating
to such item is transferred to the unappropriated surplus.

Compensation for Occupational Injuries and Diseases (COID) reserve

CJMM is mandated by the COID Commissioner to establish its own fund and to administer this fund in terms of the COID Act.
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NOTES TO THE FINANCIAL STATEMENTS continued

for the year ended 30 June 2004

Contribution to the COID fund is 0.75% of the salary bill, whilst expenditure is mainly for the compensation of occupational
injuries and diseases.

PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment is stated at cost less accumulated depreciation. Heritage assets (included in property plant and
equipment), defined as culturally significant resources, are not depreciated owing to the uncertainty regarding their estimated
useful lives. Similarly, land is not depreciated as it is deemed to have an indefinite life.

Major improvements to buildings, plant and equipment are capitalised. Maintenance and repairs are expensed as incurred.

Depreciation is calculated on carrying value, using the straight-line method over the estimated useful lives of the assets. The
annual depreciation rates are based on the following estimated asset lives:

Years
Infrastructure
Roads and paving 10-30
Pedestrian malls 20
Electricity 20-30
Water 15-20
Sewerage 15-20
Housing 30
Community
Improvements 30
Recreational facilities 20-30
Security 5
Investment properties 30
Other
Buildings 30
Specialist vehicles 10
Other vehicles 5
Office equipment 3-7
Furniture and fittings 7-10
Watercraft 15
Bins and containers 5
Specialised plant and equipment 10-15
Other items of plant and equipment 2-5
Software 3

Where the carrying amount of an item of property, plant and equipment is greater than the estimated recoverable amount, it
is written down immediately to its recoverable amount and an impairment loss is charged to the statement of financial
performance.
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NOTES TO THE FINANCIAL STATEMENTS continued

for the year ended 30 June 2004

TAXATION

Deferred taxation

Deferred taxation is accounted for on the comprehensive basis in respect of all material temporary differences arising
between the accounting and taxation treatment of income and expenditure items. Account is taken of deferred taxation
arising from taxation losses only where the recovery of such losses, in the opinion of senior management, is assured beyond
reasonable doubt.

Income tax

Current taxation comprises tax payable calculated on the basis of the expected taxable income for the period, using the taxation
rates applicable at the statement of financial position date, and any adjustment of taxation payable for previous years. Taxation
is provided for only in the companies where the Income Tax Act is applicable.

INVESTMENTS IN SUBSIDIARIES

These investments in subsidiaries (UACs) are stated at cost. Where investments have been impaired, this is recognised as an
expense in the period in which the impairment is identified. Group financial statements have accounted for the Municipality’s
share of net assets and post-acquisition results of these investments.

LEASES

Leases are classified as finance leases where substantially all the risks and rewards associated with ownership of an asset are
transferred to the Group. Finance leases are capitalised at the estimated present value of the underlying lease payments. Each
lease payment is allocated between the liability and finance charge so as to achieve a constant rate on the finance balance
outstanding. The corresponding rental obligations, net of finance charges, are included in interest-bearing borrowings. The
interest element of the finance charges is charged to the statement of financial performance over the lease period. The property,
plant and equipment acquired under finance lease contracts are depreciated over the useful lives of the assets.

Leases of assets under which all risks and benefits of ownership are effectively retained by the lessor are classified as operating
leases. Payments made under operating leases are charged to the statement of financial performance on a straight-line basis
over the period of the lease. When an operating lease is terminated before the lease period has expired, any payment required
to be made to the lessor by way of penalty is recognised as an expense in the period in which termination takes place.

INVENTORIES
Consumable stores, raw materials, work-in-progress and finished goods are valued at the lower of cost and net realisable value.
In general, the basis of determining cost is the first-in, first-out method.

Redundant and slow-moving inventories are identified and written down with regard to their estimated economic or realisable
values. Consumables are written down with regard to their age, condition and utility. Cost of inventories includes costs of
purchase, conversion and other costs.

ACCOUNTS RECEIVABLE

Accounts receivable are carried at anticipated realisable value. An estimate is made for doubtful receivables based on a review
of all outstanding amounts at year end.

PAGE 42 e Cityof Johannesburg Metropolitan Municipality — Group Financial Statements for the year ended 30 June 2004



NOTES TO THE FINANCIAL STATEMENTS continued

for the year ended 30 June 2004

REVENUE RECOGNITION

Assessment rates income is recognised once a rates assessment has been issued to ratepayers. Adjustments or interim rates are
recognised once the Municipal Valuator has valued the change to properties. Interest charges are recognised after each payment
interval has elapsed.

Service charges relating to electricity and water are based on consumption. Meter readings are made on a quarterly basis and
are recognised as revenue when invoiced. Provisional estimates of consumption are made monthly where meter readings have
not been performed. The provisional estimates of consumption are recognised as revenue when invoiced. Adjustments to
provisional estimates of consumption are made in the invoicing period in which meters have been read. These adjustments are
recognised as revenue in the invoicing period.

Revenue from the sale of electricity pre-paid meter cards is recognised at the point of sale and not when pre-paid electricity is
consumed.

Revenue from the sale of goods is recognised when the risk and rewards of ownership are passed to the consumer.

Revenue arising from the application of the approved tariff of charges is generally recognised when the relevant service is
rendered.

Interest and rentals are recognised on a time-proportion basis.

Revenue from spot fines is recognised when payment is received, and the revenue from the issuing of summonses is recognised
when collected.

Revenue from Regional Service Levies is recognised on the payment-due basis. Where declarations have not been submitted,
estimated levies based on average data are accrued. Estimates are reviewed regularly to ensure that average data are
appropriate.

Conditional grants are recognised as revenue when all conditions associated with the grant have been met. Where grants have
been received but the entity has not met the conditions, a liability is raised. Other grants are recognised upon receipt.

SEGMENTAL INFORMATION

Segmental information on property, plant and equipment as well as income and expenditure is set out in Appendices C and D
based on the International Government Financial Statistics classifications and the budget formats prescribed by National
Treasury. The Municipality operates solely in its area of jurisdiction as determined by the Demarcation Board.

PROVISIONS

Provisions are recognised when the Group has a present legal or constructive obligation as a result of past events and it is
probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable
estimate of the provision can be made. Provisions are reviewed at each statement of financial position date and adjusted to
reflect the current best estimate.
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NOTES TO THE FINANCIAL STATEMENTS continued

for the year ended 30 June 2004

CASH AND CASH EQUIVALENTS

Cash includes cash on hand and cash with banks. Cash equivalents are investments with maturities of three months or less,
subject to an insignificant risk of change in value, that are held with registered banking institutions. These cash reserves are
available in CJMM.

For the purposes of the cash flow statement, cash and cash equivalents comprise cash on hand, deposits held on call with banks
and investments in financial instruments, net of bank overdrafts.

POST-EMPLOYMENT BENEFITS

Pension funds

CJMM and related UACs provide defined benefit and defined contribution retirement benefit plans for the benefit of
employees. These plans are funded by the employees and the employers in the Group, taking into account the
recommendations of the independent actuaries where relevant. The Group also provides gratuity plans and subsidies after
retirement for medical aid contributions and housing costs. These plans are partly unfunded, except that in respect of the UACs
a portion of the cost may be recovered from CIMM.

Defined contribution plans
The Group’s funding of defined contribution plans is charged to the statement of financial performance in the same period as
the related service is provided.

Defined benefit plans
The Group provides defined benefit plans in respect of retirement benefits, gratuities and subsidisation of medical aid
contributions and housing costs after retirement for qualifying employees.

The amount recognised in the statement of financial position represents the present value of the defined benefit obligations,
calculated by using the projected unit credit method, and reduced by the fair value of plan assets, where relevant. The amount
of any surplus recognised is limited to the present value of any available refunds and reduction in future contributions for the
employers in the Group. To the extent that there is uncertainty as to the entitlement to the surplus, no asset is recognised.

Actuarial gains and losses are recognised immediately in income or expense in the period in which they arise. Past service costs
are recognised immediately once the benefits are vested; otherwise they are recognised when it is probable that the expense
will be incurred.

Post-retirement medical benefits

The Group operates a number of employee medical schemes. The Group provides post-retirement medical benefits to some
employees. The liability for these benefits up to the date of the formation of the UACs has been assumed by CJIMM. These are
charged to the statement of financial performance in the year of payment. The expected costs of these benefits are accrued
over the period of employment. Valuations of these obligations are carried out by independent actuaries.

BORROWING COSTS
Interest costs are charged against income in the period in which they are incurred.
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NOTES TO THE FINANCIAL STATEMENTS continued

for the year ended 30 June 2004

INTANGIBLE ASSETS
Intangible assets comprise goodwill, software and servitudes and are shown at cost, less accumulated amortisation and
accumulated impairment losses.

Goodwill represents the premium of the cost, to the UACs, of their corporatisation, over the fair value of the net assets acquired
from CJMM on corporatisation. Goodwill is amortised on a straight-line basis over 10 years.

Software is amortised on a straight-line basis over its anticipated useful life.

Servitudes are not amortised.

Generally, costs associated with developing computer software programs are recognised as an expense as incurred. However,
costs that are clearly associated with an identifiable and unique product, which will be controlled by the Group and have a
probable benefit exceeding the cost beyond one year, are recognised as an intangible asset. Associated costs include staff costs
of the development team and an appropriate portion of relevant overheads.

Expenditure which enhances and extends the benefits of computer software programs beyond the original life of the software
is capitalised. Computer software development costs recognised as assets are amortised using the straight-line method over
their useful lives. Costs associated with the maintenance of existing computer software programs are expensed as incurred.

Research and development expenditure is written off as incurred.

IMPAIRMENT OF ASSETS
Carrying amounts of assets are reviewed at each statement of financial position date to determine whether they may be
impaired or not. Assets are shown at recoverable amount, which is the higher of net selling price or value in use.

An impairment loss is recognised when the carrying amount of the asset or cash-generating unit exceeds its recoverable
amount. A previously recognised impairment loss is reversed if there has been a change in the estimates used to determine the
recoverable amount. The impairment loss is not reversed to an amount higher than the carrying amount at which it would have
been shown (net of depreciation) had no impairment been recognised.

FINANCIAL INSTRUMENTS
Financial assets and liabilities are recognised in the statement of financial position when the Group has become party to the
contractual provisions of the instruments.

Measurement

Financial instruments carried on the statement of financial position include embedded derivatives, cash and bank balances,
accounts receivables, interest bearing borrowings and provision for financial liablities. These instruments are generally carried at
their estimated value. The particular recognition methods are disclosed in the individual policy statements associated with each
item.

Trade and other receivables.
Trade and other receivables originated by the Group are stated at cost less provision for doubtful debts.
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Cash and cash equivalents
Cash and cash equivalents are measured at fair value.

Financial liabilities
Non-derivative financial liabilities are recognised at amortised cost, comprising original debt less principal payments and
amortisations.

Derivative instruments
The Group has a power-purchasing agreement, wherein the energy cost is influenced by foreign exchange rates, and United
States and South African production price indices.

Derivative financial instruments are measured at fair value by marking the instruments to market at the financial year-end.

The gains or losses arising in respect of the derivative financial instruments are recognised immediately in the statement of
financial performance.

The gains or losses arising in respect of the derivative financial instruments relating to future cash flow hedges are
recognised directly in equity until the underlying exposure/transaction occurs, or until the future transaction is no longer
expected to occur. Any asset or liability ultimately resulting from the conclusion of a hedged transaction is recognised, at
the initial measurement of the hedged item, incorporating the cumulative gain or loss on the hedge from inception of
the hedge to the time of the recognition of the transaction. Where the initial recognition of the hedged transactions
results in either a profit or a loss effect, the gain or loss from the hedge is recognised in the statement of financial
performance in the same period that the underlying hedged transaction is recognised. Where th transaction is no longer
expected to occur, the net cumulative gain or loss resulting from the hedge is recognised in the statement of financial
performance.

Derivatives embedded in other financial instruments or non-derivative host contracts are treated as separate derivatives
when their risk and characteristics are not closely related to those of the host contracts, and the host contracts are not

carried at fair value, with unrealised gains or losses reported in the statement of financial performance.

The Group does not speculate in the trading of derivative instruments.
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2 FIXED ASSETS
Book value as at 30 June 2003 6271 153 2 832 543
GAMAP adjustment 582 899 582 899

Restated book value
as at 1 July 2003 6 854 052 3415 442

The adjustment has been transferred to the unappropriated deficit at 1 July 2003.

Group 30 June 2004

Infrastructure 6 600 972 3326 800 3274172
Community 1785 181 681 882 1103 299
Heritage 12 230 12 12218
Work in progress 458 635 - 458 635
Investment properties 143 440 81617 61823
Leased infrastructure 299 785 9 299 776
Other 3495 230 1578 195 1917 035

12795 473 5668 515 7 126 958
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2 FIXED ASSETS (continued)

Group 30 June 2003

Infrastructure 6 260 266 288 005 5972 261
Community 1886 108 - 1886 108
Heritage 11 602 - 11 602
Work in progress 114 100 - 114 100
Investment properties 141 498 - 141 498
Leased infrastructure 299 502 79 509 219 993
Other 3165 553 618 898 2 546 655
Loans redeemed and other capital receipts 4621 064 (4 621 064)

11 878 629 986 412 4 621 064 6 271 153

In prior years, loans redeemed and other capital receipts were not reported per fixed asset category and for practical reasons
cannot be restated.

CJMM 30 June 2004

Infrastructure 4 031 358 2 895 292 1136 066
Community 1785 181 681 882 1103 299
Heritage 12 230 12 12218
Work in progress 458 635 - 458 635
Investment properties 299 785 9 299 776
Other 1332932 746 872 586 060

7 920 121 4 324 067 3596 054

CJMM 30 June 2003

Infrastructure 3927 279 3927 279
Community 1882423 1882 423
Heritage 11 636 11636
Work in progress 114 100 114 100
Investment properties 305 304 305 304
Other 1212 865 1212 865
Loans redeemed and other capital assets 4 621 064 (4 621 064)

7 453 607 4 621 064 2832543
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2 FIXED ASSETS (continued)
CJMM and the various UACs entered into sale-of-business agreements in terms of which CJMM sold, as going concerns, its
Municipal Service Divisions to the newly formed companies with effect from 1 January 2001. The effect of the corporatisations
and the sale of businesses is that the Municipal Service operations are now housed in separate companies (UACs), whilst the
ultimate constitutional responsibility for the provision of municipal services remains with CJIMM. In this regard, CJMM has
entered into service delivery agreements with the UACs. CJMM is in the process of finalising the outstanding issues and is
awaiting approval from National Treasury before transfer of certain fixed assets can take effect.

The land register is available for inspection at the registered office of CIMM.
In terms of the conditions of the bonds issued during the year and as detailed in note 14 to these financial statements, the
municipality and its UACs are required to maintain unemcumbered assets with a book value of R3.75 billion for the

Municipality and R8 billion for the Group.

Refer to Appendices B and C for detailed breakdowns of fixed assets

3 INTANGIBLE ASSETS
Carrying balance 2004

Opening balance 382 375 51877 330 498 -
Additions 40 932 21262 - 19670
Amortisation charge (63 641) (18 848) (44 081) (712)
Closing balance 359 666 54 291 286 417 18 958
Carrying balance 2003

Opening balance 379 084 4 506 374 578 -
Additions 49 996 49 996 - -
Amortisation charge (46 705) (2 625) (44 080) -
Closing balance 382 375 51877 330 498 -
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4 NON-CURRENT LOANS
Loans to UACs
Fleet Africa
Housing Selling Scheme loans
Other

Less: Current portion transferred to current receivables

Loans to UACs

Total non-current loans

LOANS TO UACs COMPRISE:

Shareholder loans

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

City of Joburg Property Company (Pty) Ltd*
Johannesburg Development Agency (Pty) Ltd*
Metropolitan Trading Company (Pty) Ltd*

City Power Johannesburg (Pty) Ltd**
Johannesburg Water (Pty) Ltd**

Pikitup Johannesburg (Pty) Ltd*

Johannesburg Roads Agency (Pty) Ltd*
Johannesburg City Parks*

Johannesburg Tourism Company*

Johannesburg Metropolitan Bus Services (Pty) Ltd*

Conduit and additional loans

The Johannesburg Fresh Produce Market (Pty) Ltd**
City Power Johannesburg (Pty) Ltd**

Johannesburg Water (Pty) Ltd**

Pikitup Johannesburg (Pty) Ltd**

Total loans to controlled Municipal Entities

3 805 870 3693514
90 656 80 000 90 656 80 000
41 222 41 098 41 222 41098
4222 30273 4222 30273
136 100 151 371 3941970 3 844 885
243 569 197 539
136 100 151 371 3 698 401 3 647 346
50 000 60 000
988 5983
1095
56 500 56 000
10 440 671
624 793 624 793
649 923 649 923
10 000 10 000
13 767 2 630
19 902 6 622
1002
2 000 2 000
1440 410 1418 622
36 653 59 377
1038 983 923 459
1208 633 1219973
81 191 72 083
2 365 460 2274 892
3 805 870 3693514

*These loans are interest-free and have no fixed terms of repayment.
**These loans bear interest at a fixed rate of between 14.15% and 17.5% NACM and are repayable quarterly or in full on maturity.

The loan to Pikitup is covered by a subordination agreement. The facility is for R60 million. The loan to Water is subordinated.
In terms of the sale-of-business agreements entered into between these UACs and the municipality, these subordinations are
considered necessary. Letters of comfort have been issued in respect of the Johannesburg Zoo and Joburg Property Company

loans.

Fleet Africa

CJMM has entered into an agreement with Fleet Africa (Pty) Ltd in which management of the vehicle fleet was outsourced. The
balance represents the agreed value of the vehicles transferred to Fleet Africa (Pty) Ltd, adjusted by any profits or losses on
disposals, and interest earned. The amount is invested in a ring-fenced banking account.

Housing Selling Scheme loans

Represents outstanding balance owing on rental stock sold.
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5 INVESTMENTS (AT COST)

Listed
Rand Water Board 100 100 100 100
Eskom 86 2 885 86 86
186 2985 186 186
Unlisted — Investment in UACs 145 294 145 294
Financial instruments
Long-term deposits 721 346 819 974 721 342 819 974
Short-term deposits 314 800 106 350 314 800 106 350
1 036 146 926 324 1036 142 926 324
1036 332 929 309 1181 622 1071 804
Transfer to current portion of investments 314 800 106 350 314 800 106 350
Long-term portion of investments 721532 822 959 866 822 965 454
Market valuation of investments 1036 917 1182 211

Deposits of R384 miillion are ring-fenced, in anticipation of future expenditure relating to post-retirement liabilities.

Investment in UACs

The Johannesburg Fresh Produce Market (Pty) Ltd 20 000 20 000 100% 100%
The Johannesburg Civic Theatre (Pty) Ltd * * 100% 100%
The Johannesburg Zoo * * 100% 100%
The City of Joburg Property Company (Pty) Ltd 1 1 100% 100%
Johannesburg Development Agency (Pty) Ltd 12 824 12 824 100% 100%
Metropolitan Trading Company (Pty) Ltd * * 64% 64%
City Power Johannesburg (Pty) Ltd 112 466 112 466 100% 100%
Johannesburg Water (Pty) Ltd 1 1 100% 100%
Pikitup Johannesburg (Pty) Ltd 1 1 100% 100%
Johannesburg Roads Agency (Pty) Ltd 1 1 100% 100%
Johannesburg City Parks * * 100% 100%
Johannesburg Housing Company * * 100%

Johannesburg Tourism Company * * 100%

Johannesburg Metropolitan Bus Services (Pty) Ltd * * 100% 100%

145 294 145 294

* Nominal amount
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6 DERIVATIVE FINANCIAL INSTRUMENTS

Non-current asset 13 557 - - -
Current asset 32 873 14 750 - -
46 430 14 750 = _
Non-current liability - (98 658) - -
46 430 (83 908) - -

The assets or liabilities are carried at fair value.

City Power entered into a 20-year power purchasing agreement with CDC Globeleq during 2001 to supply electricity, wherein
the price is influenced by foreign exchange rates and United States and South African production price indices (PPI).

Rates

Rand/Dollar — year end 6.24
Rand/Dollar — average 6.77
USA PPl % — year-on-year 1.34
RSA PPl % — year-on-year 6.59

US PPI derivative assumption

Owing to the long-term nature of the contract, relevant and reliable forward-pricing data relating to the United States
production price indices are unavailable. The high sensitivity to fluctuation in the US PPI has a significant impact on the valuation.
A 1% annualised increase represents approximately a R50 million movement in the valuation relating to the US PPI portion of
the embedded derivative.

The table summarises the value of the embedded derivative based on the US PPI figures adjusted on an annual basis by 1%,
2% and 3%.

1% 146 945 129 451 107 999
2% 210 577 188 656 159 814
3% 279 980 253 355 216 460

Foreign exchange derivative assumptions
The forward rates have been constructed using yield curves obtained from an independent bank at each valuation date.

The embedded derivative consists of the difference between the ‘standard cash flows' and the ‘adjusted cash flows’ multiplied
by the discount factor derived from the market-related yield curve. The adjusted cash flows are a factor of the standard cash

flows adjusted by the changes in the Rand/Dollar exchange rate since inception.

Cash flows are assumed to occur on 30 June of each year.
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7 DEFERRED TAXATION ASSET

At beginning of year 245 489 280 532
Adoption of AC133 for embedded
derivative _ (114 804)
Net arising balances 69 747 79 761
At end of year 315 236 245 489
Deferred taxation asset comprises:
Property, plant and equipment and inventory 50 280 92 964
Financial instruments _ 25173
Intangible asset 75 705 8215
Assessed losses 141 130 78 969
Provisions 46 977 13109
Pre-paid expenses _ 12
Accrual for leave pay and bonuses 1144 729
Deferred income _ 26 318
315 236 245 489

8 BANK, CASH AND OVERDRAFT BALANCES
The Municipality has the following
primary bank account:
Current account
ABSA Bank: Sandton branch
Account number: 4054394859
Cash book and bank statement balance
at end of the year is R102 million (2003: R128 million)

Bank and cash on hand at year end 1284 176 745 407 1 258 045 639 904
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9 ACCOUNTS RECEIVABLE

Rates 2 631 506 1911424 2 631 506 1911424
Electricity 1423 388 1325 865
Water 3 663 744 2 637 807
Other 949 394 937 572 840 937 847 956
8 668 032 6 812 668 3 472 443 2 759 380
Less: Provision for bad debts (6 700 086) (5 568 754) (2 625 396) (2701 011)
1967 946 1243914 847 047 58 369
Rates: ageing
Current (0-30 days) 354 055 (173 087) 354 055 (173 087)
31-60 days 92 312 115434 92 312 115434
61-90 days 64 843 86 860 64 843 86 860
91-120 days 55 647 71990 55 647 71990
121-365 days 88 308 121 157 88 308 121 157
>365 days 1976 341 1689 070 1976 341 1689 070
Total 2 631 506 1911424 2 631 506 1911424

Electricity, water: ageing

Current (0-30 days) 721 318 461 459
31-60 days 195 457 172 144
61-90 days 138 469 140 146
91-120 days 133 042 127 808
121-365 days 122 461 118 467
>365 days 3776 385 2 943 648
Total 5087 132 3963672 - -

Other: ageing

Current (0-30 days) 34 874 60 718 19 963 50 877
31-60 days 23135 25127 13731 18 909
61-90 days 18 202 23192 10 955 18 401
91-120 days 17 086 22 537 9 931 17 807
121-365 days 47 583 36 455 9 536 12 401
.+365 days 808 514 769 543 776 821 729 561
Total 949 394 937 572 840 937 847 956

An adjustment to consumer debtors was made, transferring credit balances in the debtors’ book to sundry creditors.
This amounted to an increase of R559 million in the Group balance (CJMM: R464 million and UACs: R95 million). These credit
balances were reallocated to creditors as part of the GAMAP conversion. In the prior year, credit balances of R403 million were
not reallocated, resulting in a net credit balance in the current Rates figure.
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10 OTHER DEBTORS

Payments made in advance 3152 1414 - -
Value added tax 2 869 34 475 - 32 356
Government subsidies - 128 - -
Housing debtors 425 866 295 187 425 866 295 187
Sundry debtors 774 928 451 895 587 791 352 811
UAC loans - - 807 198 1012 462
Provision for bad debts (330 000) (300 000) (330 000) (300 000)
876 815 483 099 1490 855 1392816
11 INVENTORY
Consumable stores 60 036 24 355 24 791 22 031
Maintenance materials 12 473 58 597 - -
Spare parts 7 682 8 261 - -
Other goods held for resale 5 205 3912 - -
Less: Provision for obsolescence (13 376) (12 679) - -
72 020 82 446 24 791 22 031
12 RESERVES AND ACCUMULATED FUNDS
Funds as per IMFO
Capital Development Fund 2 622 862 2 622 862
Fixed Property Sales Fund 1392170 1392 170
Insurance Reserve Fund 13 086 13 086
Housing and Estate Development Fund 197 801 197 801
Endowment Fund 169 747 169 747
Other funds 21903 21903
Funds as per IMFO 4 417 569 4 417 569
Maintenance reserve as per IMFO 59 902 59 902
Asset Financing Reserve 50 713 50713
Future Depreciation Reserve
— Assets financed ex-AFR 1105 886 1 105 886
— Assets financed ex-government grants 444 731 237 009
— Assets financed ex-donations and contributions 600 059 334 315
COID reserve 20 661 20 661
Revaluation reserve 1198 2170
Reserves as per GAMAP 2 223 248 2170 1748 584 -
2 223 248 4 479 641 1748 584 4 477 471

The AFR and COID reserves are invested in publicly listed financial instruments.
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13 HOUSING DEVELOPMENT FUND
The Housing development fund is represented by
the following assets

Property, plant and equipment 49 608 49 608 49 608 49 608
Other debtors 56 570 159 621 56 570 159 621
Unappropriated surplus 106 178 209 229 106 178 209 229

14 LONG-TERM LIABILITIES

Local registered stock loans 540 401 712 644 540 401 712 644

Funding facility 71372 80 332 71372 80 332

Structured loans 1411176 1 553 445 1411176 1553 445

Development Bank of SA 678 189 1336 215 678 189 1336215

Listed bonds 1920 000 1920 000

Capitalised leases 266 303 289 095

Other 86 977 85 775 1560 1690
4974 418 4 057 506 4 622 698 3684 326

Less: Current portion transferred to
current liabilities

Local registered stock loans 90 001 10 001 90 001 10 001
Funding facility 10 682 8 809 10 682 8 809
Structured loans 67 289 280 247 67 289 280 247
Development Bank of SA 52 613 48 469 52 613 48 469
Capitalised leases 24132 23 451 - -
244 717 370 977 220 585 347 526

4729 701 3686 529 4402 113 3336 800

Refer to Appendix A for detail of movements in long-term liabilities.
The capitalised lease liability is secured by the underlying assets.

For so long as any portion of the bonds remains outstanding, CJMM and its UACs may only encumber their assets provided
that, subsequent to any such encumbrance, CJMM wiill retain unencumbered assets with an aggregate book value of not less
than R3.75 billion and, when combined with the assets of the UACs, an aggregate book value of not less than R8 billion.
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15 NON-CURRENT PROVISIONS

Provision for post-employment benefits - 25189 - 42 982
Post-retirement purchase of service 32 000 30 000 32 000 30 000
Pensionable bonus and medical boarding 135173 135173 135173 135173
Post-retirement medical aid 1025 106 924 844 1 005 940 917 022
Post-retirement housing subsidies 10 893 10 739
Post-retirement gratuities 473 902 479 999 462 591 470 028
1677 074 1595 205 1 646 443 1595 205

The movement in the provision is reconciled as follows:
Balance at beginning of year 1595 205 1595 205
Reallocation from/(to) trade and sundry creditors 18 093 (5 095)
Transfer to sundry creditors

(not a post-retirement benefit) (42 982) (42 982)
Prior-year liability for housing, post-retirement

housing, and gratuities subsidies 29 536 9522
Net expense recognised in the statement

of financial performance 219 905 192 474
Benefit payments (142 683) (102 681)
Balance at end of year 1677 074 1 646 443

16 TRUST FUNDS
Inner-city projects and other
The balance of the trust is reconciled as follows:

Balance at beginning of year 3333 3880 3333 3880
Expenditure (807) (807)
Interest on investment 260 260
GAMAP compliance (transferred to current liabilities) (3 333) (3 333)

Balance at end of year - 3333 - 3333

17 DEFERRED INCOME

Opening balance 403 843 250 563
Additions 180 888
Amortisation (27 608)
GAMAP-compliance impact

(transferred to community wealth) (403 843)
Balance at end of year - 403 843
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18 DEFERRED TAXATION LIABILITY

At beginning of year 392 563 329 449
Net arising balances 100 567 63 114
At end of year 493 130 392 563
Deferred taxation liability comprises:
Impairments 163 654 109 835
Financial instruments 13928
Impairment 228 001 188 575
Provisions 16 898 3151
Prepaid expenses 7 965 33 560
Deferred income 62 683 57 400
Sundry payables 1 42
493 130 392 563
19 CREDITORS
Trade and sundry creditors 2 329 836 2 554 146 985 286 1395 701
Payments received in advance 117 022 96 619 7 888 -
VAT 194 253 107 678 13735 -
Credit balances in consumer debtors 559 000 464 000
Staff leave 331 564 204 162 237 260 129 051
UAC current loans 2 188 690 1754 602
3531675 2 962 605 3 896 859 3279 354
20 CONDITIONAL GRANTS AND RECEIPTS
Conditional grants from other spheres of
government
Provincial LED projects 216 414 186 035 216 414 186 035
Restructuring grant 68 567 37 625 68 567 37 625
Provincial health subsidies 10 878 10 878
Other conditional receipts
Public contributions 7 941 - 7 941 -
303 800 223 660 303 800 223 660

See note 25 for reconciliation of grants from
National/Provincial Government.
These amounts are invested until utilised.
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21 CURRENT PROVISIONS
Performance bonus 27 739 31 941 - -
Other 43 401 - _
27 782 32 342 - -
The movement in performance bonus provision is
reconciled as follows:
Balance at beginning of year 31 941 25020 - -
Contributions to provision 16 131 11332 - -
Expenditure incurred (20 333) (4 411) - -
Balance at end of year 27 739 31941 - -
22 CONSUMER DEPOSITS
Electricity and water deposits 203 350 220929 119 173 206 303
Other deposits 48 449 48 449 48 449 48 449
251 799 269 378 167 622 254 752
No interest accrues on consumer deposits as CJMM
is not a deposit-taking organisation in terms of the
Banking Act.
23 PROPERTY RATES
Residential 840 281 1166 286 921 571 1166 286
Commercial 1 305 561 823 260 1 305 561 823 260
State 332 790 222 778 332 790 297 289
2 478 632 2212324 2 559 922 2 286 835
24 SERVICE CHARGES
Sale of electricity 2 852 079 2 490 327 - -
Sale of water 1513 866 1262 182 - -
Refuse removal 413 885 472 321 208 369 271 295
Sewerage and sanitation charges 838 675 774 700 - -
Reconnection fees 51874 122 595 51874 122 595
Other services 60 154 44 159 60 154 44 159
5730 533 5166 284 320 397 438 049
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25 GOVERNMENT GRANTS AND SUBSIDIES

Equitable share 218 570 218 570

Provincial health subsidies 85 347 85 347

CMIP Grant 120 973 120 973

Provincial LED projects 64 042 64 042

Public contributions 598 598

Grants and subsidies (pre-GAMAP) 217 397 217 397
489 530 217 397 489 530 217 397

Equitable share
This grant is used to subsidise the provision of basic
services to indigent community members.

Provincial health subsidies
Balance unspent at beginning of the year - -
Current-year receipts 96 225 - 96 225 -

Conditions met — transferred to revenue (85 347) - (85 347) -
Conditions still to be met — transferred to
conditional grants and receipts (note 20) 10 878 - 10 878 -

The Municipality renders health services on behalf of
the Provincial Government and is refunded approxi-
mately 80% of total expenditure incurred. These
funds have been used exclusively to fund clinic
services. The conditions of the grant have been met.
There was no delay or withholding of the subsidy.

CMIP Grant

Balance unspent at beginning of the year - - - -
Current-year receipts 120 973 - 120 973 -
Conditions met — transferred to Revenue (120 973) - (120 973) -

Conditions still to be met — transferred to
conditional grants and receipts (note 20) - - - -

This grant was used to construct bulk infrastructure.
The conditions of the grant have been met. There
was no delay or withholding of the grant.

Provincial LED projects

Balance unspent at beginning of the year 186 035 - 186 035 -
Current-year receipts 94 421 - 94 421 -
Conditions met — transferred to Revenue (64 042) - (64 042) -
Conditions still to be met — transferred to

conditional grants and receipts (note 20) 216 414 - 216 414 -

Provincial LED Project grants are used to promote small, medium and micro enterprises. The grant is spent in accordance with
a business plan approved by the Provincial Government.
Other than the unspent portion, the conditions of the grant have been met. There was no delay or withholding of the grant.
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26 EMPLOYEE-RELATED COSTS
Employee related costs — salaries and wages
Employee related costs — social contributions

Remuneration of the City Manager
Annual remuneration
Performance bonus

Remuneration of the Chief Financial Officer
Annual remuneration
Performance bonus

Remuneration of the Chief Operations Officer
Annual remuneration
Performance bonus

Remuneration of the Executive Director:
Planning, Transport and Environmental Affairs

Annual remuneration

Performance bonus

2 590 751 2181095 1372778 1035 147
536 492 449 435 257 580 224169
3127 243 2630 530 1630 358 1259 316

869 771

64 88

933 859

831 737

61 130

892 867

796 707

59 171

855 878

709 629

52 71

761 700
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26 EMPLOYEE-RELATED COSTS (continued)
Remuneration of the Executive Director:
Corporate Services

Annual remuneration 703 624

Performance bonus 52 72
755 696

Remuneration of the Chief of Police

Annual remuneration 762 692

Performance bonus 49 122
811 814

Remuneration of the Director:
Office of the City Manager

Annual remuneration 699 620
Performance bonus 214 101
913 721

Remuneration of the Executive Head:
Emergency Management Services
Annual remuneration 607

= 607

Remuneration of the Director:
Joburg Risk Assurance Services

Annual remuneration 639 567
Performance bonus 114 100
753 667

Remuneration of the Executive Director:
Shareholder Unit

Annual remuneration 750 628
Performance bonus 94 -
844 628
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27 REMUNERATION OF COUNCILLORS

Executive Mayor 528 485 528 485
Speaker 449 452 449 452
Mayoral Committee members 4278 3715 4278 3715
Councillors 32 960 30 409 32 960 30 409
Councillors’ pension contribution 4434 4 068 4434 4068

42 649 39 129 42 649 39 129

The Executive Mayor, Speaker and Mayoral Committee members are employed full-time. Each is provided with an office and
secretarial support at the cost of the Council.

The Executive Mayor is entitled to reside at the mayoral residence owned by the Council, at no cost.
The Executive Mayor and Speaker each have the use of a Council-owned vehicle for official duties.

The Executive Mayor has three full-time bodyguards and the speaker has one bodyguard.
CERTIFICATE BY THE MUNICIPAL MANAGER

| certify that the remuneration of Councillors and in-kind benefits provided are in accordance with the Public Office Bearers Act
and the Minister of Provincial and Local Government’s determination in accordance with the Act.

AT

PASCAL MOLOI
City Manager

Johannesburg
26 November 2004
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28 BAD DEBTS

Contributions to bad-debt provision 628 316 862 460 - 128 137
Bad debts written off 63 160 - 63 160 -
691 476 862 460 63 160 128 137
29 INTEREST-PAID EXTERNAL BORROWINGS
Loans 479 695 472 980 542 401 565 551
Finance leases 41 340 46 429 - -
Bank overdraft 620 82 620 82
521 655 519 491 543 021 565 633
30 BULK PURCHASES
Electricity 1921 551 1586 152 - -
Water 1195 065 1069 972 — -
3116 616 2 656 124 - -
31 CONTRACTED SERVICES
Information technology services 168 665 167 272 168 665 167 272
Fleet services 53 405 43 741 53 405 43 741
Operating leases 259 639 273742 162 236 183 451
Other contractors 801 693 624 756 334 491 198 293
1283 402 1109 511 718 797 592 757
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32 GRANTS AND SUBSIDIES PAID

The Johannesburg Civic Theatre (Pty) Ltd 13 000 12913
The Johannesburg Zoo 22 007 19 807
City of Joburg Property Company (Pty) Ltd 8 977 11 500
Johannesburg Development Agency (Pty) Ltd 4 387 -
Metropolitan Trading Company (Pty) Ltd 11 600 9637
Johannesburg Water (Pty) Ltd 200 000 -
Pikitup Johannesburg (Pty) Ltd 416 212 408 156
Johannesburg Roads Agency (Pty) Ltd 294 500 280 454
Johannesburg City Parks 279 000 259 080
Johannesburg Housing Company 3113 -
Johannesburg Tourism Company 5000 -
Johannesburg Metropolitan Bus Services (Pty) Ltd 191 000 141 836
Grants paid to UACs 1448 796 1143 383
(Grants paid to UACs are utilised to fund capital
and operational expenditure)
Free electricity 43 402 43 402
Publicity Association 4 560 4 560
Marks Park Sports Club 790 790
Roodepoort Civic Theatre 2 000 1169
Other 12 427 13 258
Other subsidies 63 179 63 179
63 179 1511975 1143 383
33 GENERAL EXPENSES

Early settlement costs 50 609 50 609
Guarding of municipal property 57 388 52 425 57 388 52 425
Hire and maintenance of equipment 30736 20430 30 736 20430
Insurance 74 638 54 101 74 638 54 101
Post-retirement expenses 299 774 86 883 241 715 80 332
Water and electricity - - 71790 56 050
Meter-reading charges 58 898 50 393 - -
Contributions to funds* - 199 542 - 199 542
Impairment loss - 121 342 - -
Sundry expenses 657 423 768 982 496 170 368 467

1229 466 1354 098 1023 046 831 347

*In compliance with GAMAP, contributions to funds are transferred through the statement of community wealth and not
through the statement of financial performance as in prior years.
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34 TAXATION
South African normal taxation
Current taxation 8 435 40 429
Deferred taxation 30 820 76 913
39 255 117 342
Prior-year adjustment
Current taxation - (31 423)
Deferred taxation - 21244
- (10 179)
39 255 107 163
Reconciliation of statutory to effective rate:
Surplus/(deficit) before taxation 376 545 (165 987)
Taxation calculated at rate of 30% 112 963 (49 796)
Impact of CJMM not being
a taxable entity (85 720) (13 926)
Impact of Section 21 Companies not being
taxable entities (23 331) 123 314
Expenses not deductible 35 343 57 750
(73 708) 167 138
Taxation charge 39 255 117 342
35 RECONCILIATION OF NET CASH FLOWS FROM
OPERATING ACTIVITIES TO SURPLUS
Surplus before taxation per
statement of financial performance 376 545 285 733
Prior-year adjustment (3119) (124 099)
Taxation paid (14 274)
359 152 161 634
Non-cash movements
Provisions and trust fund movements 73 976 47 905
Depreciation 790 958 392 591
Amortisation of intangible assets 63 641 -
Net fair value adjustment on derivative instrument (130 338)
Net loss on sale of fixed assets 55 143 59 404
Increase in creditors 569 070 617 503
Decrease in consumer deposits (17 579) (87 130)
Decrease/(increase) in inventory 10 426 (2 760)
Increase in consumer debtors (724 032) (788 678)
(Increase)/decrease in other debtors (257 009) 38 668
434 256 277 503
Net cash flow from operating activities 793 408 439 137
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36 TAXATION PAID
Opening balance — SA normal taxation (10 173)
Opening balance — deferred taxation (147 074)
Charge for the year — SA normal taxation (8 436)
Charge for the year — deferred taxation (30 819)
Closing balance — SA normal taxation 4334
Closing balance — deferred taxation 177 894
(14 274)
37 LONG-TERM LIABILITIES
Raised during the period 2 398 308 2 396 805
Redeemed during the period (1 481 396) (1 458 433)
916 912 938 372
38 CASH AND CASH EQUIVALENTS
Cash and cash equivalents consist of cash on hand, with
banks, and investments in money market instruments.
Cash and cash equivalents included in the cash flow
statement comprise the following:
Cash on hand and balances with banks 134 546 108 415
Short-term investments 1149 630 1149 630
1284 176 1258 045
39 MOVEMENT IN FUNDS AND RESERVES
Opening balance 4 688 870 4 686 700
Elimination of IMFO funds as per GAMAP (4 477 477) (4 477 471)
Creation of GAMAP funds 1685 727 1685 727
Transfer to revaluation reserve (972)
Deferred income transferred to funds 403 843
Funds set aside during the year 334 412 211 915
Funds released during the year (304 983) (252 109)
Non-cash movements during the year (2 359 444) (2 831 938)
Closing balance 2 329 426 1854 762
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40 MOVEMENT IN UNAPPROPRIATED RESERVES

Opening balance (4 188 823) (3 864 978)
Non-cash GAMAP adjustment 3511 350 3511 350
Revaluation 972
Funds set aside during the year (334 412) (211 915)
Funds released during the year 304 983 252 109
(705 930) (313 434)
Surplus before taxation per
statement of financial performance 376 545 285 733
Taxation as per statement of financial performance (39 255) -
Prior-year adjustment (3119 (124 099)
(371 759) (151 800)

41 OPERATING LEASE COMMITMENTS
Due in the next 12 months:

Computers 182 756 170 282 181 200 168 900
Copiers 142 165 - -
Equipment rental 3028 7 908 - -
Fleet 306 701 266 406 195 600 162 200
Office rental 2 857 2512 - -
PABX 1008 907 - -
Other 2 268 2019 - -
498 760 450 199 376 800 331 100
Due in the following four years:

Computers 389 259 572 015 389 000 570 200
Copiers 75 217 - -
Equipment rental 14 928 17 793 - -
Fleet 646 390 953 091 409 700 605 300
Office rental 21098 17 943 - -
PABX 2 185 3194 - -
Other 4789 3554 - -
1078 724 1567 807 798 700 1175 500

1577 484 2 018 006 1175 500 1 506 600
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42 GAMAP COMPLIANCE
In the previous financial year, CJIMM reported in terms of the Code of Practice (1992) issued by IMFO. This was converted to
GAMAP in the current year. The UACs report in compliance with GAAP. The necessary adjustments have been made to ensure
the UACs’ financial results would be compliant with GAMAP. However, the relevant CJIMM numbers for 2003 have not been
restated as, in certain cases, the information is not available and in other circumstances is not comparable.

As a result of the adoption of compliance with The Municipal Finance Management Act, which requires that financial
statements be reported utilising GAMAP, the basis of reporting has been altered fundamentally. In terms of the transitional
provisions, referred to in the Standard of Generally Recognised Accounting Practice 3, the changes in policy have been
implemented prospectively, with effect from 1 July 2003. The most important changes in policy are:

e In prior years, the loans redeemed and other capital receipts were not allocated to specific assets. The net book value of
fixed assets has been redetermined based on the dates of acquisition of the assets and their estimated useful lives in line
with GAMAP 17. This redetermination resulted in the net book value and unappropriated reserves increasing by
R582 million. This adjustment takes into account the cost of assets funded out of the Municipality's own resources, and
government grants and public contributions which were previously fully redeemed/written off on acquisition and which
now have to be restated at their net book values in terms of GAMAP 17. The source of funding has been allocated on a
judgemental basis for each asset on the asset register based on available information. Future Depreciation Reserves (equal
to net book value of the respective assets) were created for assets financed from the Municipality’s own resources
(R1.367 billion), government grants (R97 million) and public contributions (R268 million). These Future Depreciation
Reserves will be released to offset the depreciation impact on the statement of financial performance, in order to achieve
a zero impact on the increase in assessment rates for the municipality.

e Amounts received as advance grant funding for assets by the Group subsidiaries were reported as deferred income, and
transferred to income over the life of the asset in compliance with GAAP. Compliance with GAMAP requires that the

balances be reported as part of the community wealth; and

e The original funds required by previous statutes have been replaced.

The adjustments required to restate opening balances are as follows:

Retained
IMFO GAMAP Surplus Fixed Deferred
Reserves Reserves (Deficit) Assets Income
R0O0O R000 RO00 RO00 RO00
Removing old funding methodology (4 686 700) 106 178 4580 522
New funds created 1788782 (1788782)
Deferred income transferred to funds 403 843 (403 843)
Backdated depreciation 582 899 (582 899)
RSC levy — change in accounting policy 131283 (131 283)
Other restatements 5428 (5428)
(4 686 700) 2298 803 3511 350 (582 899) (403 843) (136 711)
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43 PRIOR-YEAR ADJUSTMENT

Extraordinary item (293 533) (587 482)
Unfunded post-employment benefits (82 703) (82 703)
Write-off of assets 766 425 766 425
Kelvin Power Station debtor incorrectly raised (36 445) (36 445)
The City of Joburg Property Company
debtor written off in error 14 939 14 939
Change in bad-debt provision policy (43 677) (43 677)
Adjustment to self-insurance investment 55 862 55 862
Johannesburg Athletics Stadium
interest incorrectly capitalised (70 925) (70 925)
Johannesburg Water back-dated expenses (123 148)
Effect of AC133 valuation-embedded derivative:
foreign exchange portion (267 875)
Other 77 127 (59 243) 79 295 (64 089)
(3119) 63 071 (124 099) 32 151

44 OUTSIDE SHAREHOLDERS' INTEREST
Gauteng Province holds a 36% share in Metropolitan Trading Company (Pty) Ltd.
No provision for the outside shareholder has been made as the company has negative equity.

45 POST-EMPLOYMENT BENEFIT FUNDS
CJMM and its associated UACs provide post-employment benefits to all their permanent employees through three defined
contribution funds and eight defined benefit funds. The following three funds cover more than 57% of the staff.

 e-Joburg Retirement Fund — Defined contribution Only fund open to new staff
e City of Johannesburg Pension Fund — Defined benefit Closed to new staff
¢ Johannesburg Municipal Pension Fund — Defined benefit Closed to new staff

Details of the City of Johannesburg Pension Fund and Johannesburg Municipal Pension Fund are provided below. It is not
practicable at present to determine the present value of each individual UAC’s obligation, related share of scheme assets and
current service costs for any of the defined benefit funds. Accordingly, all funds have been accounted for using a defined-
contribution basis at the UAC level.

However, full defined benefit accounting has been applied at the Group level in the accounts of the Group for the City of
Johannesburg Pension Fund and the Johannesburg Municipal Pension Fund.

City of Johannesburg Pension Fund

The City of Johannesburg Pension Fund is a hybrid defined benefit/contribution fund registered in 1968 to provide pension
benefits for employees of the Group. It has been closed to new entrants with effect from 1 January 2002. A valuation in terms
of IAS 19 (AC116) Employee Benefits has been performed as at 30 June 2004, the results of which are shown on the following

page.
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45 POST-EMPLOYMENT BENEFIT FUNDS (continued)
Amounts recognised in the
statement of financial position

Present value of funded obligation 1853 1613
Fair value of plan assets (1 751) (1 487)
102 126

Amounts recognised in the

statement of financial performance
Current service cost 76
Interest cost 158
Expected return on plan assets (143)
Actuarial gain (18)
Employee contributions (36)
Total included in employee remuneration costs 37
Actual return on plan assets 226
Movement in net liability recognised in the

statement of financial position
Net liability at the beginning of the year 126
Net expense recognised in the

statement of financial performance 37
Employee contributions 61)
Liability at the end of the year 102

GROUP amMm

Principal actuarial assumptions
Discount rate 10,0% 9,5%
Expected return on plan assets 10,0% 9,5%
Future salary increases 6,5% 5,3%
Future pension contribution increases 4,8% 4,3%

Johannesburg Municipal Pension Fund

Johannesburg Municipal Pension Fund is a hybrid defined benefit/contribution fund registered in 1962 to provide pension
benefits for employees of the Group. It has been closed to new entrants with effect from 1 January 2002. A valuation in terms
of AC116 has been performed as at 30 June 2004, the results of which are shown below. Owing to the uncertainty surrounding
the Pension Fund Second Amendment Act 2001, which requires any surplus in a retirement fund to be apportioned to all
stakeholders, and initial indications from the actuaries to the fund regarding the above, it has been deemed prudent to
not recognise any surplus in the balance sheet in terms of paragraph 58(b)(ii) of IAS 19 (AC116) Employee Benefits.
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45 POST-EMPLOYMENT BENEFIT FUNDS (continued)
Amounts recognised in the
statement of financial position

Present value of funded obligation 3121 2994
Fair value of plan assets (3 649) (3377)
Net asset (528) (383)
AC116 limit 528 383

Amounts recognised in the
statement of financial performance

Current service cost 48
Interest cost 279
Expected return on plan assets (313)
Actuarial gain (90)
AC116 limit 146
Members' contributions (23)
Total included in employee-remuneration costs 47
Actual return on plan assets 423

Movement in net liability recognised in the

statement of financial position
Net liability at the beginning of the year -
Net expense recognised in the

statement of financial performance 47
Members’ contributions 47)

Liability at the end of the year =

GROUP MM
Principal actuarial assumptions
Discount rate 10,0% 9,5%
Expected return on plan assets 10,0% 9,5%
Future salary increases 6,5% 5,3%
Future pension increases 4,8% 4,3%

Post-employment medical aid liabilities

The Group has obligations to subsidise medical aid contributions in respect of certain qualifying staff and pensioners and their
surviving spouses. Only pensioners and employees who were aged 50 or over and were members of Lamaf (previously called
Jomed) and Munimed medical schemes on 1 July 2003 are eligible for benefits. The amount of the subsidy is 60% for
pensioners and members older than 55 on 1 July 2003 and 50% for other qualifying employees and is subject to a maximum
of R1 953 per month. The maximum increases annually on 1 July in accordance with the general ‘cost of living’ salary increase
in the Group.
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45 POST-EMPLOYMENT BENEFIT FUNDS (continued)
In addition to the benefits provided to current staff of CJIMM, CJMM has undertaken to cover such portion of the liability for
staff of the UACs who are entitled to benefits on the same basis as above that relates to their service with CJIMM before the
UACs were established. This amount was determined as at 1 July 2003 and has been crystallised in the form of notional
accounts which earn interest and against which the UACs may claim benefit payments made.

These liabilities are unfunded and the relevant details are disclosed below.

GROUP

Amounts recognised in the
statement of financial position
Present value of unfunded obligation in respect of

CIMM employees 1025 106 924 844 929 666 849 200
In respect of notional accounts for employees of UACs 76 274 67 822
1025 106 924 844 1 005 940 917 022

Amounts recognised in the
statement of financial performance
In respect of employees of CJIMM

Interest cost 88 736 80 674
Current service cost 7 680 4 280
Actuarial loss 80 531 72 174
Total included in employee-remuneration costs 176 947 157 128

In respect of employees of UACs

Interest cost 6 397
New notional accounts created 1761
Total included in employee remuneration costs 8 158

Movements in amount recognised in the
statement of financial position
In respect of CJMM employees

Liability at start of the year 924 844 849 200

Net expense recognised in the
statement of financial performance 176 947 157 128
Benefit payments (76 685) (76 662)
Liability at end of the year 1025 106 929 666

In respect of employees of UACs
Liability at start of the year 67 822

Interest charge included in the
statement of financial performance 6 397
Additional liability created 2 055

Benefit payments -

Liability at end of the year 76 274
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45 POST-EMPLOYMENT BENEFIT FUNDS (continued)
Key assumptions

Discount rate 10.0% 10.0% 9.5%
Medical inflation 6.0% 6.0% 4.8%
Salary inflation 6.5% 6.5% 9.5%

Housing subsidies after retirement
The Group provides housing subsidies in respect of certain qualifying staff members. In the event that the housing loan to which
the subsidy relates is not fully repaid at retirement date, the subsidy will continue in the member's retirement. The subsidy
amount is based on the subsidy being received at the date of the valuation, is assumed to remain constant and to continue for
a period of 10 years after retirement.

In addition to the post-retirement housing subsidy benefits provided to current staff of CJMM, the Municipality has also
undertaken to cover such portion of the liability for staff of the UACs who are entitled to benefits on the same basis as above,
that relates to their service with CJIMM before the UACs were established. This amount was determined as at 1 July 2003 and
has been crystallised in the form of notional accounts which earn interest and against which the UACs may claim benefit
payments made.

These liabilities are unfunded and the relevant details are disclosed below.

GROUP

Amounts recognised in the
statement of financial position
Present value of unfunded obligation in respect of

CIMM employees 10 893 9477
In respect of notional accounts for employees of UACs 1262
10 893 10 739

Amounts recognised in the
statement of financial performance
In respect of employees of CIMM

Interest cost 1033 903
Current service cost 107 79
Actuarial (loss)/gain 1) 52
Total included in employee-remuneration costs 1119 1034

In respect of employees of UACs
Interest cost
New notional accounts created 1162

Total included in employee-remuneration costs 1162
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45 POST-EMPLOYMENT BENEFIT FUNDS (continued)
Movements in amount recognised in the
statement of financial position
In respect of CJMM employees

Liability created during the year 10 753 9422
Net expense recognised in the

statement of financial performance 1119 1034
Benefit payments (979) (979)
Liability at end of the year 10 893 9477

In respect of employees of UACs
Liability at start of the year 100
Interest charge included in the
statement of financial performance
Additional liability created 1162
Benefit payments

Liability at end of the year 1262

Key assumptions

Discount rate 10.0% 10.0% 9.5%
Medical inflation 10.0% 10.0% 9.5%
Salary inflation 0.0% 0.0% 0.0%

Post-retirement gratuities

The Group provides gratuities on retirement or prior death (i.e. for those members that die prior to retirement date) in respect
of staff who have service with CJMM when they were not members of one of the retirement funds and who meet certain
service requirements in terms of CJMM’s conditions of employment. The gratuity amount is based on one month’s salary per
year of non-retirement-funding service.

In addition to the gratuity benefits provided to current staff of CJIMM, the Municipality has also undertaken to cover such
portion of the gratuity liability for staff of the UACs who are entitled to benefits on the same basis as above that relates to their
service with CJIMM before the UACs were established. This amount was determined as at 1 July 2003 and has been crystallised
in the form of notional accounts which earn interest and against which the UACs may claim benefit payments made.

These liabilities are unfunded and the relevant details are disclosed on page 76.
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45 POST-EMPLOYMENT BENEFIT FUNDS (continued)
Amounts recognised in the

statement of financial position
Present value of unfunded obligation in respect of

CJMM employees 473 902 479 999 225 000 217 728
In respect of notional accounts for employees of UACs 237 591 252 300
473 902 479 999 462 591 470 028
Amounts recognised in the
statement of financial performance
In respect of employees of CJIMM
Interest cost 45 600 20 884
Current service cost
Actuarial (loss)/gain (5761) 11428
Total included in employee-remuneration costs 39 839 32312
In respect of employees of UACs
Interest cost 24 970
New notional accounts created
Total included in employee-remuneration costs 24 970
Movements in amount recognised in the
statement of financial position
In respect of CJMM employees
Liability at start of the year 479 999 217 728
Additional liability created 16 083
Net expense recognised in the
statement of financial performance 39 839 32 312
Benefit payments (62 019) (25 040)
Liability at end of the year 473 902 225 000
In respect of employees of UACs
Liability at start of the year 252 300
Interest charge included in the
statement of financial performance 24 970
Additional liability created
Benefit payments (39 679)
Liability at end of the year 237 591
Key assumptions
Discount rate 10.0% 10.0% 9.5%
Expected return on notional account 10.0% 10.0% 9.5%
Benefit increase rate 6.5% 6.5% 4.8%
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46 ADDITIONAL DISCLOSURES IN TERMS OF THE
MUNICIPAL FINANCE MANAGEMENT ACT
Contributions to South African
Local Government Association
Opening balance - - - -
Council contributions 3100 1300 3100 1300
Amount paid - current year (3 100) (1 300) (3 100) (1 300)

Balance unpaid - - - -

Audit fees

Opening balance 6 185 4013 2 804 -
Current year audit fee 4764 11 986 570 7 649
Amount paid - current year (2 873) (8118) (250) (4 845)
Amount paid — previous year (5411) (1 696) (2 804) -
Balance unpaid (included in sundry creditors) 2 665 6 185 320 2 804

The current year is not comparable to the prior
financial years because of differing account frameworks.

Value added tax (VAT)

VAT input receivables and VAT output payables are
shown as other debtors and sundry creditors.

All VAT returns had been submitted by the due date

throughout the year.

PAYE and UIF

Opening balance 25 833 14 407 18 852 14 119
Current-year payroll deductions 441 155 375 608 268 981 259 186
Amount paid — current year (418 684) (327 935) (250 081) (240 334)
Amount paid — previous year (25 836) (36 247) (18 852) (14 119)
Balance unpaid (included in sundry creditors) 22 468 25 833 18 900 18 852

Pension and medical aid deductions

Opening balance 47 929 3312 38 281 2 069
Current-year payroll deductions and

Council contributions 749 224 658 276 493 435 506 703
Amount paid - current year (691 173) (610 347) (440 972) (468 422)
Amount paid — previous year (47 929) (3312) (38 281) (2 069)
Balance unpaid (included in sundry creditors) 58 051 47 929 52 463 38 281
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47 CAPITAL COMMITMENTS
Commitments in respect of capital expenditure

Authorised and contracted for:

Infrastructure 177 566 33989 = 9959
Community - 22 614 - 22 614
Heritage - 1057 - 1057
Other 4704 4175 450 4175
Housing development fund 53 874 57 025 53 874 57 025
236 144 118 860 54 324 94 830
Authorised and not yet contracted for:
Infrastructure 466 238 12 900 = 12 900
Community 18 268 2113 18 268 2113
Heritage 1000 - 1000 -
Other 43 245 1252 3195 -
Housing development fund 48 2622 48 2622
528 799 18 887 22 511 17 635
Total 764 943 137 747 76 835 112 465

This expenditure will be financed from:

External loans 30 654 24 797 23913 24 797
Asset-Financing Reserve - 86 611 - 86 611
Government grants 734 289 25282 52 922 -
Internal cash - 1057 - 1057

764 943 137 747 76 835 112 465
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48 IN-KIND DONATIONS AND ASSISTANCE
As part of the Municipal Financial Management Technical Assistance Programme, National Treasury has provided
the Group with one full-time international financial advisor for a period of 22 months.

49 CONTINGENT LIABILITIES
Uninsured claims and litigation
a) Based on an actuarial valuation, the estimated contingent liabilities amount to R1,048 billion. The
amount is contingent on: the outcome of litigation (actual and threatened) with regard to the
enforcement of claims to certain employee benefits; and the possible rationalisation of employee
benefits to a standard basis or bases. R1,1 billion

b) Five Plaintiffs brought action against the Council in the 1990s, arising from major road and other
construction works at the Empire Interchange, around the suburbs of Braamfontein, Milpark,
Cottesloe, Melville, Parktown West, Emmarentia and Richmond. They allegedly suffered damages
as a result of the Council having closed the road temporarily in terms of Section 76 of the Local
Government Ordinance 1939 (Tvl), instead of permanent closure in terms of Section 67. The claims
total R8,6 million plus interest at 15,5%. The Plaintiffs have not yet provided security for costs for
the matter to proceed but have, through their new attorneys, indicated that they will be
proceeding with the case during the second half of 2004. R8,6 million plus interest

¢) A claim for R28 million by ESKOM in respect of RSC levies. A part of the claim has prescribed, and
the claim should be settled for far less. However, pleadings are still being exchanged and the
matter is ongoing. R28,0 million

d) A claim for damages was instituted by Engen Petroleum as a result of the Grayston fly-over for
loss of income. The total claim is in excess of R10 million. This claim is not insured. This matter has
been proceeding slowly since 1995. +R10,0 million

e) Claim for damages and compensation resulting from a road constructed. Total claim R11,9 million.
Although settlement negotiations are ongoing, chances to settle the matter amicably appear slim. R11,9 million

f)  South African Revenue Services/CJMM. The South African Revenue Services summoned Mr Pat
Lephunya in his capacity as the former Chief Executive Officer of the erstwhile Northern
Metropolitan Local Council for underpayment of PAYE for employees and skills levy alleged to be
owed by the City. According to CJIMM records, no tax is outstanding to SARS. The information
was presented to SARS attorneys by the Council’s attorneys. To date, no further response
has been heard from SARS. +R57,2 million
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49 CONTINGENT LIABILITIES (continued)
g) The cost of environmental remediation in respect of Kelvin Power Station (KPS) has been estimated
by external consultants. CJMM is currently negotiating with the Department of Water Affairs and
Forestry to reduce this amount. +R100 million

h) In addition to the above, KPS has a contingent liability in respect of asbestos removal and sundry
remediation work. +R50 million

i) CJMM terminated certain loans early and there is a dispute regarding the penalty interest arising
on the early settlement. R35.8 million

Insured claims
j)  There are a number of public liability claims totalling £R10.6 million which are ongoing and
which are covered by Insurance. +R10,6 million

k) Guardrisk Contingency Fund. Provision of this liability includes all known liabilities against CJIMM
and UACs; legally required provision for claims incurred but not yet reported (IBNR); as well as
business required provision to optimally support the operational activities. R42,0 million

Guarantees
[)  Guarantees issued to CDC Globeleq in terms of power purchasing agreement by CJMM on
behalf of the company. R125,1 million

Reinstatement of contracts
m) Secur-a-Guard/CIMM. Security companies which have been rendering services to the City were
not reappointed subsequent to the new tender process. They have now brought an application
on the grounds of fraud to set aside the awarding of the tender for security services to new
security companies. The matter is still pending and, should the applicants succeed, the Council
will have to re-tender. The amount for the tender is approximately R25 million. +R25,0 million

n) Declaratory order sought that a contract in respect of security services for the Alexandra Renewal
Project (ARP) is still valid. Unknown at this stage
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NOTES TO THE FINANCIAL STATEMENTS continued

for the year ended 30 June 2004

50 POST-BALANCE SHEET EVENTS
Refuse bins — Pikitup has bought 185 000 refuse bins which have been rented to domestic homeowners in order to facilitate
refuse storage and collection. The funding vehicle is a 5-year operating lease agreement entered into between CJIMM and Rand
Merchant Bank which required that the refuse bins be sold to Rand Merchant Bank. A sale-of-bins agreement was entered into
on 3 August 2004 between Pikitup and Rand Merchant Bank. Pikitup will sub-lease these bins from CJIMM over a 5-year period.

Revenue Shared Services Centre — Council has approved the incorporation of a new agency, to be called Revenue Shared
Services Centre (Pty) Ltd (RSSC). This agency will administer all billing and debt collection for CJIMM and its UACs in respect of
assessment rates and municipal services.

Shareholder Agreement — Johannesburg Water is currently negotiating with CJMM for an amendment to the Shareholder
Agreement between the two parties. The intent is that the provisions governing the subordination of shareholder loans be
amended such that subordination will be mandatory, at debt equity levels of 60:40 or higher.

Hursthill sub-station — City Power suffered a major incident at it's Hursthill sub-station in November 2004. Owing to the

complexity of the incident, and the, as yet undetermined, possible consequences, the following summary of facts, as known at

this time is provided:

e As well as physical asset damage and environmental impairment, there is possible public-liability exposure owing to the
lengthy period of power-supply interruption;

e At this juncture, owing to the complexity of the incident, it is not possible to do more than speculate on the cause of
the event;

e Similarly, the financial impact of the event cannot be reasonably estimated at this juncture. However, evaluations being
conducted by professional entities indicate that the quantum will be material; and

e |t should be noted that the occurrence is an insurable event, and is accordingly fully covered by the risk-financing structures
of the Group and City Power.

Huddle Park — Council has issued a tender for the sale of the Huddle Park Golf Course.
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APPENDIX A

EXTERNAL LOANS

as at 30 June 2004

LONG-TERM LOANS

Loan stock @ 9.70% 743 31 Dec 05 400
Loan stock @ 9.33% 100 31 Jul 02 1
Loan stock @ 15.64% 013 30 Jun-04 9 000
Loan stock @ 14.10% 017 30 Sep 08 11 000
Loan stock @ 14.65% 120 31 Aug 08 25000
Loan stock @ 14.70% 030 30 Sep 05 20 000
Loan stock @ 14.70% 121 31 Aug 13 30 000
Loan stock @ 17.25% 123 30 Apr 09 120 000
Loan stock @ 12.50% 894 31 Dec 06 1443
Loan stock @ 13.50% 901 31 Dec 04 15 000
Loan stock @ 15.75% 003 31 Dec 04 75 000
Loan stock @ 15.55% 007 1 Nov 05 50 000
Loan stock @ 15.55% 008 1 Nov 05 50 000
Loan stock @ 16.07% 009 30 Jun 06 200 000
Loan stock @ 16.17% 015 30 Jun 11 30 000
Loan stock @ 16.56% 017 30 Jun 11 24 300
Loan stock @ 16.85% 016 30 Jun 11 30 000
Loan stock @ 14.00% 009 30 Sep 03 10 000
Loan stock @ 18.40% 001 30 Sep 11 11 500
Total loan stock 712 644

STRUCTURED LOANS

ABSA 15.00% MLS6 15 Dec 05 162 848
ABSA 15.00% MLS7 15 Dec 05 8 658
ABSA 15.00% MLS8 15 Dec 05 69 436
ABSA — USAID 10.75% ABSA USAID 30Jun 10 145 606
ABSA 16.22% ABSA Midrand 30 Nov 11 54 086
ABSA 7.50% ABSA Tswane 30 Jun 04 625
ABSA 12.27% ABSA R150m 20 Dec 12 150 000
FBC 11% FBC 30 Sep 08 100 000
Investec 11.77% Investec R100m 24 Dec 13 -
RMB 14.53% RMB R95m 30 Nov 14 101 943
RMB 15.56% RMB R210m 31 Dec 12 351 139
RMB 16.50% RMB R100m 30 Nov 14 107 305
FNB 12.08% FNB R120m 31 Dec 03 120 000
SCMB 12.53% SCMB R100m 31 Dec 03 100 000
SCMB 10.04% SCMB R40,7m 14 Mar 05 40 674
SCMB 12.16% SCMB R200m 30 Sep 18 -
Ekurhuleni 16.21% Ekurhuleni 30 Jun 11 41125
Total structured loans 1553 445
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- - 400 209 -

_ - 1 — —

- 9 000 - - -

- 11 000 - - -

- 25 000 - - -

- 20 000 - - -

- - 30 000 18 535 2537

- - 120 000 - 120 000

- 1443 - - -

- - 15 000 4 094 -

- - 75 000 7411 -

- - 50 000 5461 -

- - 50 000 10 805 -

- - 200 000 196 090 -

- 30 000 - - -

- 24 300 - - -

- 30 000 - - -

- 10 000 - - -

- 11 500 - - -

- 172 243 540 401 242 605 122 537

26 255 - 189 103 20 353 -
- 2 805 5853 7794 -

- 22 493 46 943 23 227 -
1053 146 659 - - -
- 191 53 895 40 168 4712

- 625 - - -

- - 150 000 68 898 52 789

- 100 000 - - -

100 000 2713 97 287 99 964 36
3047 462 104 528 81 565 8232
52 925 - 404 064 168 814 38 409
3209 489 110 025 49 876 46 052
- 120 000 - - -

- 100 000 - - -

- 22 321 18 353 19 167 -

200 000 10 000 190 000 200 000 -
- - 41125 14 581 18 823

386 489 528 758 1411176 794 407 169 053
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APPENDIX A

EXTE RNAL LOANS continued

as at 30 June 2004

FUNDING FACILITY

RMB 11.65% RMB L123 30 Apr 09 80 332

DEVELOPMENT BANK OF SOUTH AFRICA

DBSA @ 12.99% 10991/203 31 Dec 11 619 552
DBSA @ 13.22% 11984 — 11993 30 Jun 14 73 616
DBSA @ 10.00% 2513/103 31 Mar 09 33015
DBSA @ 4.00% 3661 31 Mar 04 23
DBSA @ 10.00% 8056/103 30 Sep 11 49 833
DBSA @ 10.00% 8250/102 31 Mar 14 7 221
DBSA @ 10.00% 9005/103 31 Mar 13 276 192
DBSA @ 10.00% 9337/101 30 Sep 14 28 477
DBSA @ 10.00% 9637/102 31 Mar 14 3529
DBSA @ 10.00% 10295 30 Jun 16 1670
DBSA @ 9.39% 13541/1 30 Sep 20 163 783
DBSA @ 9.39% 13541/2 30 Sep 05 4 344
DBSA @ 9.63% 12715 31 Dec 04 2
DBSA @ 16.55% 12716 31 Dec 12 281
DBSA @ 16.55% 12717 31 Dec 12 522
DBSA @ 16.15% 12032 31 Dec 10 589
DBSA @ 16.67% 12033 31 Dec 11 960
DBSA @ 16.67% 12034 31 Dec 11 515
DBSA @ 15.26% 12035 31 Dec 11 157
DBSA @ 15.26% 12036 31 Dec 11 736
DBSA @ 15.26% 12037 31 Dec 12 1684
DBSA @ 15.26% 12038 31 Dec 12 394
DBSA @ 15.26% 12388 31 Dec 12 2 004
DBSA @ 15.74% 12208 31 Dec 09 5233
DBSA @ 12.00% 9726/104 30 Sep 14 2 764
DBSA @ 16.50% 11064/102 31 Mar 20 2 296
DBSA @ 10.63% 11073/101 30 Sep 13 14 302
DBSA @ 10.63% 11073/2 30 Sep 13 42 521
Total Development Bank of South Africa 1336 215

PAGE 84 e City of Johannesburg Metropolitan Municipality — Group Financial Statements for the year ended 30 June 2004



- 8 960 71372 109 140 -
- 619 552 - - -
- 3238 70 378 77 203 -
- 4247 28 768 34 342 -
_ 23 _ — —
- 3944 45 889 44 756 -
- 383 6 838 5381 -
- 17 072 259120 355 407 -
- 1387 27 090 25671 -
- 187 3342 2478 -
- 64 1 606 1930 -
10 316 9 803 164 296 166 965 -
- 1931 2413 5524 -
_ 2 _ 6 —
- 14 267 203 -
- 25 497 359 -
- 45 544 539 -
- 57 903 743 -
- 31 484 342 -
- 10 147 108 -
- 47 689 706 -
- 87 1597 1097 -
- 20 374 220 -
- 104 1900 1072 -
- 509 4724 4 536 -
- 121 2643 1930 -
- 28 2 268 2296 -
- 1362 12 940 23813 -
- 4049 38472 45 076 8 825
10 316 668 342 678 189 802 703 8 825
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APPENDIX A

EXTE RNAL LOANS continued

as at 30 June 2004

BONDS

Bond @ 11.95% CO0JO1 13 Apr 10 -
Bond @ 11.90% C0Jo2 30 Jun 16 -
Total bonds -

OTHER LOANS

ABSA 8.90% ABSA Springfield 29 Aug 15 1690
Gauteng Province (interest-free) GAU1 No date 83 969
Gauteng Province (interest-free) GAU2 No date 116

85775

LOANS HELD BY SUBSIDIARIES

ABSA finance lease @ 13.35% 30 Nov 06 3 606
INCA lease @ 14,59% 31 Dec 11 237 623
TFM lease @ 16,25% 31 Jul 04 1 589
COMMUTE lease @15,68% 30 Jun 06 38 040
INVESTEC lease @16.65% 28 Feb 05 8 237
Canon lease @ 15% 30 May 07 -

289 095
TOTAL EXTERNAL LOANS 4 057 506
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1 000 000 60 000 940 000 213 956 7 268

1000 000 20 000 980 000 883 565 9 007
2 000 000 80 000 1920 000 1097 521 16 275
- 130 1560 1942 -

1332 - 85 301 - -

- - 116 - -

1332 130 86 977 1942 -

- 2573 1033 - -

- 8 341 229 282 222 885 -

- 1422 167 1323 -

- 6977 31063 21 646 -

- 3650 4587 3606 -

171 - 171 171 -

171 22 963 266 303 249 631 -

2398 308 1481396 4974418 3297 949 316 690

City of Johannesburg Metropolitan Municipality — Group Financial Statements for the year ended 30 June 2004 ® PAGE 87



APPENDIX B

ANALYSIS OF PROPERTY, PLANT AND EQUIPMENT

Opening Closing
balance Additions Disposals balance
R0O00 R0O00 R0O00 R0O00
INFRASTRUCTURE
Roads 3490 408 65 265 7 385 3548 288
Improvements 152 089 1923 = 154 012
Water/sewerage mains and purification 647 467 134 038 85 781 420
Electricity mains 602 166 14 311 - 616 477
Electricity peak load equipment 670 603 67 620 (5) 738 228
Reservoirs — water 272 797 8452 — 281 249
Water meters 23 015 2 890 = 25 905
Water mains 401 721 53 672 = 455 393
6 260 266 348 171 7 465 6 600 972
COMMUNITY ASSETS
Libraries 40 779 - - 40 779
Recreation ground 184 102 28 203 101 212 204
Civic buildings 1661227 31161 160 190 1532 198
1 886 108 59 364 160 291 1785 181
HERITAGE ASSETS
Historical buildings - 13 - 13
Paintings and art galleries 11 602 761 146 12 217
11 602 774 146 12 230
WORK IN PROGRESS
UAC projects in progress 114 100 344 535 - 458 635
LEASED ASSETS
Sewerage, mains and purification 141 498 1942 - 143 440
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Opening Closing Carrying
balance Depreciation Disposals balance value
R0O00 R0O0O R0O0O R0O00 RO00

2 361 662 238 338 7 385 2592 615 955 673
100 236 - - 100 236 53776
241 680 43738 85 285 333 496 087
133 007 59 681 - 192 688 423 789
52 141 26 692 - 78 833 659 395
10 027 3723 - 13 750 267 499
1684 2514 - 4198 21707

41 402 17 745 - 59 147 396 246

2 941 839 392 431 7 470 3326 800 3274172
25 900 - - 25 900 14 879
55 281 6 668 101 61 848 150 356
623 319 55 146 84 331 594 134 938 064
704 500 61.814 84 432 681 882 1103 299
- - - - 13

- 158 146 12 12 205

- 158 146 12 12 218

- - - - 458 635

79 509 2108 - 81617 61823
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APPENDIX B

ANALYSIS OF PROPERTY, PLANT AND EQUIPMENT  continued

Opening Closing
balance Additions Disposals balance
R0O00 R0O00 R0O00 R0O00

INVESTMENT PROPERTIES
Investment properties 299 502 283 — 299 785
299 502 283 - 299 785

OTHER ASSETS

Land 94 140 - - 94 140
Building 1113136 124 471 5 662 1231 945
Office equipment 287 270 36 181 10 461 312 990
Furniture and fittings 217 478 22 542 2 345 237 675
Bins and containers 71 891 5995 58 77 828
Emergency equipment 5235 581 2 5814
Motor vehicles 5877 1339 - 7216
Computer equipment 102 669 88611 969 190 311
Watercraft 1841 - 1841 -
Other 1266016 113 568 42 273 1337 311
3 165 553 393 288 63611 3495 230
Total 11 878 629 1148 357 231513 12 795 473
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Opening Closing Carrying
balance Depreciation Disposals balance value
R0O00 R0O0O R0O0O R0O00 RO00

- 9 - 9 299 776

- 9 - 9 299 776

- - - — 94 140

342 614 67 054 1725 407 943 824 002
189 888 36 648 10 446 216 090 96 900
152 613 18 366 2 098 168 881 68 794
30 060 14 314 2 44 372 33 456
4100 311 2 4 409 1405

4 824 423 - 5247 1969

59 309 40 330 625 99 014 91 297
515 321 156 992 40 074 632 239 705 072
1298 729 334 438 54 972 1578 195 1917 035
5024 577 790 958 147 020 5668 515 7 126 958
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APPENDIX C

SEGMENTAL ANALYSIS OF PROPERTY, PLANT AND EQUIPMENT

Opening Closing
balance Additions Disposals balance
R0O00 R0O0O R0O0O R0O0O
CITY OF JOHANNESBURG

METROPOLITAN MUNICIPALITY 7 453 607 649 060 182 546 7 920 121
Executive Mayor and City Manager 433 167 11 285 142 444 310
Finance 387 220 14 141 193 401 168

Development, Planning, Transportation and
Environment 346 851 48 225 4 970 390 106
Health 127 177 5 580 - 132 757
Community Development, Arts, Culture and Heritage 855 005 43 632 159 761 738 876
Housing 995 994 151 458 1628 1145 824
Corporate Services 227 439 1947 5 229 381
Johannesburg Metropolitan Police Department 139 090 16 059 1817 153 332
Emergency Management Services 109 920 2 202 4723 107 399
All Regions 128 581 8934 9 296 128 219
Contract Management Unit 3703 163 345 597 11 4048 749
MUNICIPAL ENTITIES 4 425 022 499 297 48 967 4 875 352
The Johannesburg Fresh Produce Market (Pty) Ltd 111 288 10 343 - 121 631
The Johannesburg Civic Theatre (Pty) Ltd 18 509 2 493 163 20 839
The Johannesburg Zoo 9702 387 5848 4241
City of Johannesburg Property Company (Pty) Ltd 1555 601 - 2 156
Johannesburg Development Agency (Pty) Ltd 1822 815 73 2 564
Metropolitan Trading Company (Pty) Ltd 149 021 8 355 - 157 376
City Power Johannesburg (Pty) Ltd 1512 648 251 029 282 1763 395
Johannesburg Water (Pty) Ltd 1 898 644 196 967 2 047 2 093 564
Pikitup Johannesburg (Pty) Ltd 171 684 20240 1054 190 870
Johannesburg Roads Agency (Pty) Ltd 18 829 4 669 106 23392
Johannesburg City Parks 20 103 1967 100 21970
Johannesburg Housing Company - 291 - 291
Johannesburg Tourism Company - 929 - 929
Johannesburg Metropolitan Bus Services (Pty) Ltd 511 217 211 39 294 472 134
11 878 629 1148 357 231513 12 795 473
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Budget

Opening Closing Carrying additions
balance  Depreciation Disposals balance value 2004
R0O00 RO00 R0O0O R0O0O RO00 RO00
4038 163 392 591 106 687 4 324 067 3596 054 901 802
128 965 31519 142 160 342 283 968 12 336
347 445 12 485 193 359 737 41 431 20712
89 181 20 391 4 970 104 602 285 504 50 800
87 802 1704 - 89 506 43 251 6 053
295 792 28 803 84 013 240 582 498 294 49 014
395 673 44 382 1628 438 427 707 397 282 991
165 810 7 390 5 173 195 56 186 2 257
79 500 9 062 1817 86 745 66 587 16 614
79713 2 559 4723 77 549 29850 1388
31 836 12 763 9 186 35413 92 806 9989

2 336 446 221533 10 2 557 969 1490 780 449 648
986 414 398 367 40 333 1344 448 3530904 599 811
16 387 1823 — 18 210 103 421 -
9519 2 682 156 12 045 879 -
766 811 = 1577 2 664 400

408 402 - 810 1 346 -

315 457 51 721 1843 800

84 010 2 502 — 86 512 70 864 12 250
254 375 140 100 108 394 367 1369 028 282 016
364 979 176 082 1483 539 578 1553 986 192 635
48 988 25145 514 73619 117 251 91 110
3894 3851 43 7702 15 690 5 000

6 561 7 457 - 14 018 7 952 2 000

- 13 - 13 278 6 700

- 229 - 229 700 600

196 212 36 813 37 978 195 047 277 087 6 300
5024 577 790 958 147 020 5668 515 7 126 958 1501613
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