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VISION
To be a world-class electricity utility, striving for the social and economic
development of our region.

MISSION
We meet the expectations of our customers and 
stakeholders by:
• Providing a sustainable, affordable, safe and reliable electricity supply
• Providing prompt and efficient customer services
• Developing and incentivising our employees
• Being the preferred equal opportunity employer
• Undertaking our business in an environmentally

acceptable manner

VALUES 
• Respect
• Honesty
• Loyalty 
• Ethical business conduct
• Pride and ownership
• Service excellence
• Superior performance
• Team culture
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HIGHLIGHTS
• 97% of capital budget spent on improving network

performance

• Exceeded black economic empowerment targets by 5%
• Call centre availability at 98%, target for calls made exceeded

by 32%
• Successfully implemented automated meter reading 

• Significant improvement in fault restoration times

• Increased positive feedback from customers

• Fleet availability of 98% improved service delivery
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ACHIEVEMENTS
• Audit application controls in place and

executed

• Completed corporate governance

programme for board and executive

management

• Achieved 64% of affirmative appointments

• Achieved 0,5 disabling injury frequency

rate against target of 0,75
• Achieved two million injury-free days
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lighting the way

In every formal business in our area of supply,
electricity is the lifeblood of trade and the
cornerstone of the nation’s economic heartland.
Without power, there is simply no business.

City Power is determined to meet and exceed the
expectations of customers in the private sector, by
supplying the right type of electricity, at the
required time and at the expected cost.

>at work
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CHAIRMAN’S STATEMENT
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The past years
have been a steep

learning curve, but the
lessons have been used to

strengthen corporate structures
and governance processes,

consolidate business processes
and place the company firmly
on track to achieve its vision

of being a world-class
utility in the foreseeable

future.

City Power has completed its fourth year as an autonomous company, governed by the Companies Act, and

wholly-owned by the City of Johannesburg. It has been a steep learning curve, but the lessons have been used

to strengthen corporate structures and governance processes, consolidate business processes and place the

company firmly on track to achieve its vision of being a world-class utility in the foreseeable future.

Achieving this vision requires both a sense of urgency, without jeopardising standards, and building trust through

impeccable governance standards and a shared commitment to the old-fashioned values of self-discipline,

courage, honesty, compassion and faith. We are making progress on both scores, as reflected in improved

customer satisfaction and payment levels. Much more, however, needs to be done.

A good example of the intensified focus on customers is in the area of prepayment meters. Prepayment is clearly

an effective means of ensuring that City Power receives the revenue for electricity supplied. But customers were

forced to queue unduly to buy tokens. We responded by installing more payment points and offering the facility

around the clock. Servicing the needs of disparate communities requires constant responsiveness to those needs

and we are aiming to anticipate those needs in time.

In turn, this requires skill. City Power was fortunate to inherit experienced people at inception whose skills have

been invaluable in building the company and maintaining the network. Unfortunately, many of these people

were close to retirement. To augment the skills in City Power, we have instituted a programme of training with

the support of original equipment manufacturers (OEMs). Coupled with the many other training initiatives under

way at City Power, and the hands-on approach of our management team, we are building a proactive culture

that supports our vision.

Operating environment
A study by Wits University confirms that the City of Johannesburg continues to expand at a rate of 4% per

annum, when other cities show a declining growth rate. Gauteng’s population has, in fact, increased by some

23% since 1996, largely because of interprovincial migration. This translates into approximately 30 000 new

permanent residents each month, with a concomitant increase in demand for electricity.

Given the age of City Power’s network, and constraints on Capital expenditure, the challenge to meet this

increase in demand has tested the skills and resources of our people to the limit. Their success is reflected in

the reduced number of power failures, faster restoration times, and a considerable reduction in injuries. 

Niven M Pillay

Chairman
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Key to this success has been the optimal allocation

of capital expenditure, focusing on the most

problematic areas of the network which showed

considerable improvement during the year. 

Legislative environment
To transform the electricity sector, which is currently

characterised by large discrepancies in the quality

of service, tariffs and achievement of electrification

targets, the Department of Minerals and Energy

plans to split the operations of Eskom’s distribution

division and merge these with local government

electricity departments to form regional electricity

distributors (REDs).

This is a process supported by City Power and one

to which we are adding value through consultation

and input. By building our relationship with the

regulator, we aim to contribute to shaping our

industry, accelerate transformation and develop

optimal solutions for an efficient electricity sector.

Prospects
City Power has spent the past three years fixing

the network, instituting corporate structures and

entrenching a culture of achievement. The focus

over the next three years will be on addressing retail

billing processes, improving service quality further

and streamlining operations for optimal efficiency

and customer focus. This will require very hard work

and excellent relationships between ourselves, the

shareholder, the regulator, suppliers and customers,

but we are confident that the foundations are

in place.

As a young company, our initial focus was on

profitability. This now shifts to operational efficiency

and expenses, and an innovative approach to

raising funds and rolling out capital to manage

the network.

Appreciation
Although this is my first report as chairman, I have

been on the board since July 2001. In that time,

I have witnessed the commitment and enterprise

of our executive management team and their

determination to achieve our vision. Together with

the board, we have instituted the highest standards

of corporate governance, a transparent approach

that has been welcomed by stakeholders and a

culture of performance that will ensure we attract

and retain the calibre of people we require. On

behalf of the board, I thank our management team

for their considerable contribution to the progress

of City Power as it continues to light the way.

Niven M Pillay

Chairman

1 February 2005
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MK Mohlala
President and Chief

Executive Officer

Silas Zimu
Vice-president:

Operations

Vally Padayachee
Vice-president:

Customer Service

Brian Leshnick
Vice-president: 

Finance

Zami Nkosi
Vice-president:

Commercial Services

Leba Mashao
Vice-president:

Corporate Human

Resources Services

Roy Smith
Executive Consultant:

Transformation and

Strategy

City Power has proven beyond
doubt that it is possible to attract

and retain people who are talented,
skilled and energetic. These are

individuals who live the company’s
image of being a world-class

electricity utility striving for the
social and economic

development of the region

ORGANISATIONAL STRUCTURE
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PRESIDENT AND CEO’S STATEMENT

In its third year as a corporatised utility, City Power

has made excellent progress on many fronts,

entrenching its status as a testing ground for

innovative solutions that meet the increasingly

sophisticated needs of customers, particularly in

the private sector.

City Power operates in a very challenging

environment, balancing its own internal

transformation with the need to upgrade and

maintain an aging network and attract and retain

the specialist skills required to operate that network.

Coupled to this is the challenge of an electricity

industry in transformation and capital constraints

that dictate that every rand spent on the network

must be allocated for maximum effectiveness.

Our focus on customer service has paid off and

we have recorded significant improvements in

satisfaction levels across the spectrum of our

customer base, from large industrial operations to

domestic users. While these improvements are

heartening, we are determined to continue

increasing our customer service levels until we

exceed the expectations of all our customers. 

Moving towards triple bottom-
line reporting
Given the nature of our business – the supply of

electricity – City Power has an impact on the

economic, social and environmental aspects of our

demarcated area. Although we are a young

company, we have from the outset committed

ourselves to being a responsible corporate citizen

and contributing to improving the quality of life of

our customers. 

We are already working towards implementing

environmental compliance with ISO 14001, the

accepted global standard for environmental

management.

Our initiatives in the social sphere are detailed in the

social responsibility report on page 14. Our focus is

on education, health and skills development for our

own people and those in our communities. City

Power was one of the first utilities in South Africa

to provide 50 kWh of free electricity to domestic

customers every month, a real benefit to customers

in poorer communities. Excellent progress is being

made in empowering communities, such as

Alexandra and Lenasia, by employing local skills

and developing youths at schools.

City Power is incrementally aligning its reporting

with the guidelines of the Global Reporting Initiative

(GRI), the internationally-accepted benchmark for

triple bottom-line reporting, so that stakeholders

can make informed assessments of the company’s

performance and progress towards targets.

Results
Turnover for 2004 rose 10% to R2,9 billion, resulting

in a profit of R113 million. Payment levels by our

MK Mohlala
President and Chief

Executive Officer

Our focus on customer
service has paid off and we
have recorded significant

improvements in satisfaction
levels across the spectrum of our

customer base, from key
customers, large power users

and domestic customers.
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PRESIDENT AND CEO’S STATEMENT (CONTINUED)

top customers remained excellent at 107% and the collection of arrears was 90% above target – an outstanding

performance by our customer services division.

Operating expenses were again well controlled during the year. Capital expenditure for the year was

R270,6 million and we have allocated R470 million for 2005, highlighting the capital requirements needed in the

short to medium term to underpin continued improvements in service delivery standards.

Highlights
In an exciting year for City Power, there were many highlights which reflect the passion of our people for service

delivery. These include:

• Network management – several substation upgrades, well-maintained public lighting

• Training and development – empowering employees and instilling an appetite for lifelong learning

• Focus on customer service – strengthening relationships by understanding the needs of our customers

• HIV/Aids awareness – encouraging voluntary testing, educating and raising awareness levels

• Performance management system improved

• Further improvements to our environmental management system, with improved safety for employees

• Reduction of the theft of electricity

• Commercial processes improved, reflecting optimal management of suppliers’, empowerment criteria

• Further progress on meeting our gender targets

• Better use of information technology and the knowledge environment

• Improved planning resulting in effective use of capital budget 

• Enhanced quality of life for employees, now all members of medical aid scheme

• Strengthened relationship with the City of Johannesburg revenue department and other corporatised

agencies, working towards a common vision, will boost bottom-line performance and service levels

• All employees and board members trained on requirements of King II and Municipal Finance Management Act

• The implementation of automated meter reading again makes City Power a leader in its field, leading to

better service and improved cash flows
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Office of the Chief Executive Officer

African Asian Coloured White

Cost to 
company 

Category Male Female Male Female Male Female Male Female Total (R’000)

Executive 

management 1 0 0 0 0 0 0 0 1 1 556

General 

manager 1 0 0 1 0 0 0 0 2 1 119

Managerial 4 1 0 0 0 0 0 1 6 2 025

Professional/

technical 3 0 0 0 1 0 0 0 4 1 527

Supervisory 0 0 0 0 0 0 0 0 0 0

Support/

semi-skilled 0 0 0 0 0 0 0 0 0 0

Administrative 1 0 0 0 0 2 1 2 6 1 093

Artisan 0 0 0 0 0 0 0 0 0 0

General worker 0 0 0 0 0 0 0 0 0 0

Total 
headcount 
at June 2004 10 1 0 1 1 2 1 3 19

Total cost for
the year (R’000) 3 795 1 220 0 669 417 289 117 813 7 320
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PRESIDENT AND CEO’S STATEMENT (CONTINUED)

Prospects
The year ahead will hopefully see progress on the restructuring of the electricity distribution industry, a process
we fully support and one to which City Power can add considerable value. 

In a market competing for scarce skills, we will continue to concentrate on training and developing our people
through a variety of programmes and initiatives, including leadership development and succession planning.

Much attention will be given to our planned maintenance programme and to increasing the use of prepayment
meters.

The benefits of our enhanced business planning processes are expected to emerge in the new year.

We will continue to build partnerships with communities, educating them on the safe use of electricity and
contributing to improving their quality of life. When all stakeholders are working towards a common goal and
vision, the collective momentum will see us attain our goals sooner.

While many of the challenges facing City Power will continue in the new financial year, we believe we have laid
the foundations for sustainable growth.

Appreciation
The support of our board of directors and the energy and commitment of the active committees is greatly
appreciated. I also thank the representatives of our shareholder and the regulator for their support and valued
contribution.

The performance of our people continues to inspire – the passion they bring to bear for City Power is a key
element of our success. 

The contribution of our customers is just as important. By working together, we will reach our goal of being a
world-class electricity utility that adds true value to the social system.

MK Mohlala
President and Chief Executive Officer
1 February 2004
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Total company

African Asian Coloured White

Cost to 
company 

Category Male Female Male Female Male Female Male Female Total (R’000)

Executive 

management 3 1 1 0 0 0 2 0 7 6 753

General 

manager 6 3 4 1 0 0 6 0 20 10 487

Managerial 38 11 5 1 3 0 28 4 90 38 411

Professional/

technical 72 37 4 1 9 2 84 5 214 51 039

Supervisory 62 16 4 0 10 0 47 2 141 34 393

Support/

semi-skilled 476 30 1 1 13 0 22 4 547 56 530

Administrative 47 65 3 1 2 16 13 43 190 28 680

Artisan 129 14 5 0 21 1 81 0 251 46 697

General worker 386 6 0 0 6 0 0 0 398 34 817

Total 
headcount 
at June 2004 1 219 183 27 5 64 19 283 58 1 858

Total cost for 
the year (R’000) 159 702 29 380 9 386 1 604 12 232 2 394 82 521 10 588 307 807
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SOCIAL RESPONSIBILITY REPORT

City Power’s business is about social responsibility:

providing the electricity supply that contributes to

quality of life, educating customers about the safe

use of electricity, participating in renewal projects

that empower entire communities, providing and

maintaining the public lighting that reduces crime

and keeps communities safe.

Free basic electricity
A key element of City Power’s role as corporate

citizen is the provision of 50 kWh of free basic

electricity. City Power was one of the first utilities to

introduce free basic electricity as part of the national

commitment to ensure that all South African’s have

access to electricity. Introduced in July 2002, City

Power has to date spent over R66 million in

providing this service, which is a particular benefit

for poorer communities.

Community projects
City Power is involved in a number of community

initiatives, including:

• SOS Children’s Villages – pilot projects focus on

combating poverty and exclusion, particularly

for children who have lost parents to Aids

• Alexandra Health Centre and University Clinic –

sponsor of the function to commemorate

75 years of community service

• Energy efficiency – City Power teamed up with

six high schools in Alexandra to celebrate World

Heritage Day and highlight the importance

of sustainable living and the role of every

stakeholder in reducing environmental

degradation.

• Banakekeleni Haven – caring for Aids orphans

through corporate donation of funds and the

contributions of individual City Power

employees

• Itlhokomeleng Old Age Home – food and

clothing for 95 destitute elderly people

Public lighting
This division is responsible for the installation,

operation and maintenance of the public lighting

network in the greater Johannesburg area, including

suburbs that lie in Eskom’s supply area, a network

of over 2 700 km
2
. In that network, over 145 000

lighting units of various types are maintained. 

Approximately 90% of these street lighting units are

within City Power’s area of supply whilst the

remaining 10% are within the Eskom’s supply area.

Public lighting as managed by City Power comprises

the following four classifications:

• Residential street lighting and formal

settlements;

• Feeder and major roads;

• Motorways; and

• Informal settlements.

The operating expenditure for the current financial

year is R38,6 million.

Approximately 10 206 241 kWh per month are

consumed on street lighting based on the number

of street lights and the number of operating hours.

During the review period, public lighting was

installed for the first time in Slovoville,
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Braam Fischer, Ebony Park and Ivory Park. High masts were refurbished in Soweto, Diepsloot and Alexandra and

key interchanges on the city’s highway ring route. 

Importantly, by using local labour and involving communities in public lighting network development, incidents of

vandalism appear to be decreasing.

Given the rapid growth of Johannesburg, and the need to address the backlog in certain areas, the City of

Johannesburg has trebled the public lighting capital expenditure budget for the new financial year. This will

enable the division to maintain its service delivery and increase the use of local labour.

Black economic empowerment
City Power’s dedicated black economic empowerment unit exceeded its targets in the review period, directing

63% of its discretionary spending (R339 million) to empowerment companies and small and medium enterprises.

The target for spending with companies owned by women was not met, primarily due to the dearth of such

companies in a technical industry. This trend is expected to reverse in coming years as more companies

owned by women are entering the industry. City Power also actively encourages its suppliers to appoint

skilled women.

Following concerted efforts, City Power’s database of suppliers is now well established and its policy of

developing suppliers continues to attract new entrants to the database. During the year, City Power held six

well-attended supplier development forums, which provided an important platform for sharing knowledge and

networking.

The City Power tender advice centre, located in Reuven, continues to manage an increasing number of enquiries

from suppliers across the spectrum. 

A highlight of the year was the introduction of supplier training, particularly for small and medium enterprises,

on City Power’s network, safety, health and the environment and technical aspects. Technical training is funded

by equipment manufacturers.

Going forward, this unit will be merged with the procurement and supply chain management department for

greater economies of scale and synergy. The focus will remain on developing suppliers to ensure sustainable

growth and to attract more companies owned by women into the industry.
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In an industry where technical and service skills are

scarce, City Power has adopted a proactive

approach to increasing the pool of skills. Initiatives

under way include:

• 39 learners are currently undergoing practical

customer service training

• Upgrading technical skills – competency-based

training is enabling employees to prepare for

trade tests and so formalise their experiential

skills

• The first intake of 11 female technicians in

training started in February 2004. These trainees

completed the first part of their practical

training in July and will complete the second

part in January 2005, equipping them to

complete diplomas in electrical engineering.

The trainees are also exposed to project work

and project management by working with

qualified technicians. The next group of female

trainees began this course in January 2005

• The first eight graduate-in-training candidates

were appointed during the year. These BSc

graduates are contracted for 12 months to build

practical experience

City Power is working closely with the Energy SETA

to develop learnerships for the electricity industry

and the first of these could be implemented by the

middle of calendar 2005.

LEARNERSHIPS



lighting the way

>at home
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In the home, electricity is comfort – warm rooms,
hot baths and hot meals. For many, this basic
necessity is beyond their means, which lowers the
quality of life.

By providing the first 50 kWh of electricity per
month free of charge, City Power is switching on
stoves and lamps to warm the lives of thousands
of families.



OPERATIONS

The operations group is responsible for supplying safe and environmentally friendly electricity by:

• Procuring the cheapest electricity of acceptable quality

• Efficiently and effectively distributing electricity

• Maintaining and operating the network infrastructure

• Providing and maintaining public lighting infrastructure

• Providing appropriate network infrastructure

Its functions include operating, engineering, maintenance, technology, planning, public lighting, safety/health

and environmental risk, and product development.

Highlights
The experienced operations team recorded satisfactory results for the year, against the considerable challenges

of an aging network. Highlights of the year included:

• Disabling injury frequency rate of 0,5 against target of 0,6 – down from 4,5 in 2002

• Implementation of work management systems, resulting in projected cost savings, improved management

information and a considerable improvement in repair times to comply with regulatory requirements

• Increased availability of appointed operators due to training process improvements

• Continuous installation of new public lighting

• Continuous refurbishment of old public lighting

• Maximised discretionary sales in summer, resulting in lower cost of electricity purchased (ahead of target)

• Implementation of alternative technology at two sites, resulting in ongoing savings of some R1 million per

month from 2005

• Three-star NOSA safety grading awarded to northern region

• Improved partnerships with original equipment manufacturers

• Improved capital plan, ensuring optimal use of capital expenditure

• Vendor alliance initiative to reduce outages – sourcing external specialist skills and original equipment

• Accelerated replacement, upgrading and refurbishment of the electrical network

18

While pursuing our
programme for accelerated

replacement, upgrading
and refurbishment of the

electrical network, we have also
brought the disabling injury
frequency rate down to 0,5.

Silas Zimu

Vice-president: 
Operations
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Key performance areas Key performance indicator Target Previous Actual

To provide basic services to 

all residents within the Households without access

metropolitan areas to basic electricity 56 000 57 600 49 829

Improve quality of supply NRS048 compliance 50% 40% 54%

Not 

measured 

Faults restored within 24 hours 98% previously 93%

To ensure Not 

the sustainability measured 

of service delivery Faults restored within 3,5 hours 60% previously 64%

Not 

measured 

Faults restored within 7,5 hours 90% previously 84%
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OPERATIONS (CONTINUED)

Number Cost

Backlogs to be eliminated 47 400

Spending on new infrastructure to eliminate backlogs (R’000) 98 485

Spending on renewal of existing infrastructure to eliminate backlogs (R’000) 105 112

Total spending to eliminate backlogs (R’000) 203 597

Spending on maintenance to ensure no new backlogs are created (R’000) 73 133

Number and total value of electrification projects planned and current

Current (2005) 15 883 53 000

Planned (future years) 12 900 61 200

New connections (R) 3 486 2 964

Number and operating cost of streetlighting 145 000 38 600

Total bulk kilowatt hours consumed for streetlighting (kWh) 122 474 892

Prospects
In 2005, energy purchases will be carefully managed to counter increased tariffs. The high number of outages will

be addressed through network optimisation and planning and maximising vendor alliances to provide improved

system reliability and service delivery. The objective is to perform more planned than unplanned maintenance.

A behavioural safety programme, part of a five-year plan conducted by NOSA  will be rolled out, and ongoing

specialised training provided for staff.
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African Asian Coloured White

Cost to 
company

Category Male Female Male Female Male Female Male Female Total (R’000)

Executive 

management 1 0 0 0 0 0 0 0 1 807

General 

manager 2 0 2 0 0 0 3 0 7 3 615

Managerial 14 0 4 0 1 0 13 0 32 13 611

Professional/

technical 37 9 3 0 5 0 69 2 125 32 348

Supervisory 47 7 4 0 9 0 38 0 105 26 082

Support/

semi-skilled 311 19 0 0 5 0 10 2 347 33 508

Administrative 10 22 1 1 0 4 4 19 61 8 677

Artisan 123 14 4 0 21 1 71 0 234 44 066

General worker 351 2 0 0 6 0 0 0 359 30 990

Total 
headcount 
at June 2004 896 73 18 1 47 5 208 23 1 271

Total cost for 
the year (R’000) 109 912 7 319 6 059 170 8 855 659 57 159 3 571 193 704



Customer services
delivered an excellent

performance during the
year, exceeding its targets

across all customer sectors for
reducing debtor days and
increasing payment levels. 

We have also exceeded our
target of 70% customer

satisfaction levels.

V Padayachee

Vice-president: 
Customer Services
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CUSTOMER SERVICES

This group is responsible for ensuring improved customer service and satisfaction by concentrating on the

electricity needs of customers in Johannesburg. It is also responsible for billing, customer collection and credit

control for City Power’s top 11 000 customers, which are mainly large companies.

Highlights
The group delivered an excellent performance during the year, exceeding its targets across all customer sectors

for reducing debtor days and increasing payment levels. The group also exceeded its target of 70% customer

satisfaction levels. Other highlights include:

• The group has assumed responsibility for certain functions from the City of Johannesburg, which gives it

greater control in managing service levels

• The introduction of automated meter reading gives customers greater control over electricity usage, and has

resulted in faster payment rates from top customers. This will be rolled out to the top 11 000 customers as

fast as resources permit

• Rapid growth has been recorded in the use of prepayment meters, with customers using electricity more

responsibly and safeguarding the asset (the meter). A major campaign will be conducted in 2005 to

encourage the use of prepayment meters

• Operating expenditure was well controlled during the year, reflecting appropriate controls and disciplines

• The improvement in customer service levels has set new benchmarks by which this group will be measured.

Improved customer service levels reflect faster response times and the effectiveness of City Power’s

call centre

• Regular customer forums continue to deepen our understanding of customers’ needs. These will be

introduced to domestic customers in the new financial year, focusing on health, safety and educational

issues. City Power also participates in Johannesburg’s business forums to highlight the city’s attractive

infrastructure for foreign investors

• City Power’s call centre performance now exceeds regulatory compliance requirements

The group is making good progress in reducing non-technical losses and improving revenue through more

accurate billing.
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Key performance areas Key performance indicator Target Previous Actual

Increase customer 

satisfaction through Customer 

Service Satisfaction Index

excellence •  Top 153 75,3 75,3 74,25

•  Commercial 70 70 70,25

•  Domestic 70 70 73

Customer responses Reduction in the average time 

to resolve customer queries 80 hours 240 hours 72 hours

Number of complaints resolved 

as a proportion of total 

complaints received 90% 85% 90%

Improve cash collection % payment level (commercial) 103% 98% 103%

Improve return on assets % total unaccounted for 

electricity 13,2% 14,4% 18,37%
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CUSTOMER SERVICES (CONTINUED)

Debtor’s aging Current 30 days 60 days 90 days +120 days Handed over Total

City Power (R’m) 134 976 14 956 6 098 10 132 12 537 14 537 193 236

City of Johannesburg (R’m) 137 741 53 024 34 459 28 775 1 018 454 1 272 453

– Billing

City Power (R’m) 1 657 

City of Johannesburg (R’m) 1 235

– Collections
City Power (R’m) 1 656

City of Johannesburg (R’m) 1 110 

Writeoffs
Number 75

Value (R’m) 13 793 

Debtor's provision
City Power (R’m) 42 773

City of Johannesburg (R’m) 1 031 118

Units per customer category
Domestic 4 033 736 

Commercial and 

industrial 5 427 153 

Agriculture 142 

Revenue per customer 
category

Domestic and agriculture (R’m) 1 236 

Commercial and industrial (R’m) 1 657 

Total losses kWh 1 418 759,425 

Total losses (R’m) 346 

Number of households with 
access to electricity 292 938

Number of disconnections
City Power 1 971
City of Johannesburg 29

Cost of disconnections
City Power (R’000) 443 475 

City of Johannesburg (R’000) 6 525 

Number of reconnections
City Power 1 606 

City of Johannesburg 10 

Cost of reconnections
City Power (R’000) 361 350 

City of Johannesburg (R’000) 2 250 

Free basic electricity
Number of households 153 837 

Value per household 

per annum (R’000) 191,81   

Total value (R’000) 35

Prospects
Specific focus areas for the new

financial year include increased

meter-reading audits to address

non-technical losses, replacing

out-of-order meters, improved

billing accuracy and a

concomitant increase in billing

recoveries. 

Leading the way among

metropolitan electricity utilities,

the group is investigating

alternative methods of demand-

side management – including

renewable energy – in its quest

to improve service levels by

providing affordable, reliable

electricity while reducing

operating costs through

improved productivity. Ambitious

cost-saving targets have been

set for the new financial year.



African Asian Coloured White

Cost to 
company 

Category Male Female Male Female Male Female Male Female Total (R’000)

Executive 

management 0 0 1 0 0 0 0 0 1 918

General 

manager 2 1 0 0 0 0 0 0 3 1 691

Managerial 13 4 0 1 0 0 9 0 27 11 012

Professional/

technical 10 6 0 0 2 0 5 0 23 4 530

Supervisory 7 5 0 0 0 0 2 2 16 3 303

Support/

semi-skilled 26 2 1 1 4 0 5 0 39 5 185 

Administrative 18 18 1 0 1 4 2 7 51 8 536

Artisan 0 0 0 0 0 0 0 0 0 0

General worker 0 0 0 0 0 0 0 0 0 0

Total 
headcount 
at June 2004 76 36 3 2 7 4 23 9 160

Total cost for
the year (R’000) 14 010 7 432 1 234 486 1 147 487 8 913 1 466 35 175

25
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lighting the way

Electronic games and television are an endless
source of entertainment and leisure in most
households, for young and old. For too many years,
the game is out on the unlit streets.

City Power is lighting the way, bringing public
lighting to communities that lived with dark streets
to enable the children to play in safety.

>at play
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FINANCE

The finance department is responsible for ensuring that City Power complies with local and international

financial practices and standards by providing timeous, accurate and meaningful management information

to its stakeholders.

Highlights
During the year, good progress was made in further improving financial processes and enhancing City Power’s

leadership position in the quality of reporting to the shareholder. Highlights included:

• Positive contribution to group and stakeholder forums

• Improved internal customer satisfaction index

• Development of monthly balanced scorecard

• Settlement discounts of R2 million

• Outstanding insurance claims reduced by 80%

• Settlement of capital projects markedly improved

• Active participation in industry restructuring forums

Key performance area Key performance indicator Previous Target Actual

Increase return on assets Capital expenditure (R’m) 296 343 270,5

Brian Leshnick

Vice-president: 
Finance

The focus is on continually
improving our leadership
position in the quality of

reporting to our shareholder, in
line with the MFMA.

Five largest creditors as at 30 June 2004
Creditor Total Current 30 days

R’000 R’000 R’000

Eskom 245 329 245 329

AES Kelvin 34 524 34 524

African Cables 8 580 8 580

ABB

South Africa 5 762 5 281 481

Energy 

Measurements 4 712 4 780 (68)

Total 298 907 298 494 413
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African Asian Coloured White

Cost to  
company 

Category Male Female Male Female Male Female Male Female Total (R’000)

Executive 

management 0 0 0 0 0 0 1 0 1 928

General 

manager 0 0 0 0 0 0 0 0 0 0

Managerial 2 1 1 0 0 0 1 1 6 2 748

Professional/

technical 4 3 0 0 0 0 2 0 9 2 900

Supervisory 0 1 0 0 0 0 0 0 1 240

Support/

semi-skilled 0 0 0 0 0 0 0 0 0 0

Administrative 2 3 0 0 0 1 4 4 14 1 995

Artisan 0 0 0 0 0 0 0 0 0 0

General worker 0 0 0 0 0 0 0 0 0 0

Total 
headcount 
at June 2004 8 8  1 0 0 1 8 5 31

Total cost for  
the year (R’000) 2 321 1 951 517 0 0 166 2 917 939 8 811

FINANCE (CONTINUED)
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Account number Bank Account description

4055151157 ABSA Third party payments

4055151238 ABSA Electricity deposits

4054799051 ABSA On site collections

4054799564 ABSA Unpaid collections

4054394728 ABSA Direct deposits

4054394760 ABSA Unpaid cheque

4055418357 ABSA Prepaid account

4054636689 ABSA Sundry revenue account

4054394752 ABSA Salaries account

4054394744 ABSA Bank charges

4054394736 ABSA Main cheque account

All bank accounts reflect a zero balance as at 30 June 2004. 

Prospects
During the new financial year, the focus will be on updating the fixed assets register in terms of regulatory and

industry restructuring requirements. In line with the company strategy of improving enterprise-wide business

intelligence, the department will champion the implementation of a business intelligence system and the

improvement of the quality of data input into such a system.

Further improvements to data accuracy and business intelligence will be effected by optimising City Power’s

technology platform.
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COMMERCIAL SERVICES

The implementation of a
strategic sourcing programme

is expected to result in best
practices, lower cost to City
Power and improved quality

and service.

Zami Nkosi
Vice-president: 
Commercial Services

This group is responsible for supply chain

management, stores and distribution, risk control,

fleet and transport, reverse logistics and business

support services, procurement and building and

works.

Highlights
The implementation of a strategic sourcing

programme is expected to result in best practices,

lower cost to City Power and improved quality and

service. The first of these, cable supply, and the roll

out of the programme to other commodities during

the new financial year, will bring an important

element of stability to supply and demand.

The group made excellent progress in achieving its

target of 63% of discretionary spending with

empowerment suppliers, reflecting the benefits of

continual focus on supplier development through

educational forums. The challenge remains to procure

from companies owned by black women and a

strategy has been developed to address this in time.

The risk control division, which is responsible for the

security of City Power’s network and installations,

recorded a commendable performance for the year,

reducing the value of cable theft by almost 30% and

significantly reducing incidents of vandalism and

theft on the network by 38%. This was achieved

through close collaboration with City Power

departments, industry participants and the SA Police

Service. Access control is now in place in all City

Power installations, monitored by a sophisticated

central control room and supported by intensive

patrolling and a closed circuit television network.

City Power enjoyed 98% fleet availability during the

year and 98% availability of generators, reflecting

excellent resource management and a close

working relationship with the contracted fleet

manager. Ongoing training and development has

reduced the fleet accident rate by 75% and resulted

in considerably lower insurance costs.

Three new SAP stores were established during the

year, offering employees online inventories and

reservations, thus guaranteeing supply. A new

stocking model has improved supply levels, reduced

costs and will be expanded to other commodities in

the new financial year. 

City Power’s reverse logistics programme (sale of

redundant items) generated revenue of R3,9 million

during the year, against a target of R3,4 million. This

unit also manages City Power’s recycling initiatives

for paper, printer cartridges and oil used in

transformers.

Key performance areas Key performance indicator Target Previous Actual

Procurement spend BEE expenditure (R’m) 334 418 339
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African Asian Coloured White

Cost to 
company

Category Male Female Male Female Male Female Male Female Total (R’000)

Executive 

management 1 0 0 0 0 0 0 0 1 855

General 

manager 0 1 1 0 0 0 1 0 3 1 516

Managerial 3 1 0 0 1 0 3 1 9 4 422

Professional/

technical 8 5 1 1 0 0 7 0 22 4 222

Supervisory 8 3 0 0 1 0 7 0 19 4 768

Support/

semi-skilled 138 9 0 0 4 0 7 2 160 17 745

Administrative 10 10 0 0 1 1 1 7 30 4 656

Artisan 6 0 1 0 0 0 10 0 17 2 631

General worker 35 4 0 0 0 0 0 0 39 3 78

Total 
headcount 
at June 2004 209 33 3 1 7 1 36 10 300

Total cost for 
the year (R’000) 25 333 4 802 931 151 1 450 151 10 049 1 736 44 603
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Details of tender/procurement
activities during the abovementioned
period were as follows: 
• The Procurement Council (PC) met 22 times 

• The Board Procurement Council (BPC) met

13 times 

• The number of tenders considered by the PC

and BPC is 218

• The number of tenders approved by the PC and

BPC is 185

• Average time taken from tender advertisement

to award of tender was three to four months

Details of tender committee
The Procurement Council members
during the same period were:
Silas Zimu – Vice-president: Operations (Chairman) 

Alan Bennett – Manager: Reporting and Information

Fazila Patel – General Manager: Legal and

Company Secretary

Ncumisa Tsholanku – General Manager: Black

Economic Empowerment 

Zami Nkosi – General Manager: Customer Services

Patrick Mayaba – General Manager: Information and

Systems Management

Stuart Webb – General Manager: Generation and

Transmission

Kishoor Pitamber – General Manager:  Capital

Execution

Aslam Seedat – General Manager: Supply Chain

Management

Fortune Nthloro – Vice-president: Commercial

(October 2003 to February 2004)

Frans Swanepoel – Acting vice-president

Commercial (February 2004 to June 2004)

Ayanda Gumede – Senior Black Economic

Empowerment Practitioner (Secretariat)

The Board Procurement Council
members during the same period were:
Les Kugel – Board member (Chairman) 

Nomfuyo Galeni – Board member

Niven Pillay – Board member

Getty Simelane – Board member

Ndo Nyembezi – Board member

MK Mohlala – President and Chief Executive Officer

Fazila Patel – General Manager: Legal and

Company Secretary

Fortune Nthloro – Vice-president: Commercial (July

2003 to February 2004)

Frans Swanepoel – Acting vice-president

Commercial (February 2004 to June 2004)

Morne Koortzen – Commodity Manager (Secretariat)

Prospects
In the year ahead, the focus will be on ensuring that

procurement processes and governance structures

are robust and efficient. To fulfil the national goal

of sustainable job creation, City Power will structure

its projects to support the expanded public works

programme wherever possible. The risk control unit

will work closely with the police and judicial services

to maintain the downward trend in network theft

and vandalism, contributing to improved service

delivery. 

COMMERCIAL SERVICES (CONTINUED)
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We have focused on
developing strategies to

improve efficiencies and to
provide a service that will reflect

the world-class performance
required in the modern

workplace.

Leba Mashao

Vice-president: 
Corporate Human Resources

CORPORATE HUMAN RESOURCES

The human resources group’s focus is to continue to ensure that City Power employees enjoy the best working

environment for effective delivery of results in line with its business objectives. Through a strategic partnership

with the business, the human resources approach ensures that the needs of its customers are prioritised, while

consistently maintaining high levels of service delivery in line with best practices.

Highlights
During the year, the human resources group focused on developing strategies to improve efficiencies and to

provide a service that will reflect the world-class performance required in the modern workplace. The realisations

of these efforts were reflected in the results of an employee survey that showed improved satisfaction levels.

Continued efforts to achieve affirmative action targets were one of the accomplishments for the team, with over

94% of appointments made from designated groups. In total, 64% of the company’s employees are now from

designated groups, including almost 18% of women in supervisory and management positions. Specific attention

is being given to meeting our targets for employing women and disabled people. 

City Power’s business performance model recognises the value of leveraging technology for effectiveness.

During the year, the benefits of our SAP platform continued to emerge with the successful roll out of a system

that enables managers to draw their own reports from the SAP human resources module. This technology has

enabled employee leave balances to be corrected and accumulated balances to be paid out, eliminating the

future unfunded liability on the balance sheet.

In responding to the challenge of building leadership capacity within City Power, management supported the

approach of partnering with the Gordon Institute of Business Studies for the management development and

fundamental management programmes. City Power’s leadership approach is to empower people to develop an

attitude of coaching, mentoring and learning together to create an environment that breeds results and

develops a shared performance culture. 

In driving the skills development agenda beyond City Power employees, the first 11 women are currently

completing their technician training programme as part of City Power’s drive to increase the number of female

technicians in the operations group. This training, which combines theory and experiential training, will lead to

accredited diplomas and the ability to register for the degree course, BTech. The second intake of 15 women

will be enrolled in the new year.
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There is continued commitment by City Power

management to ensure that skills and competencies

are enhanced for the business to respond to current

and future needs. Accordingly, a group skills plan

was implemented during the review period. 

Training and development constitutes 1,5% of City

Power’s payroll, or six training days per employee, at

an average cost of R1 089 per employee per annum.

A skills development facilitator has been appointed

to ensure that City Power complies with the Energy

Seta specifications and prescriptions. Dedicated

committees are playing a significant role in ensuring

that skills development and employment equity

remain high on the company’s transformation

agenda.

Rules of engagement regulate the relationship

between the company and organised labour.

Positions for two full-time shop stewards were

created by the company to enhance and promote

participation by organised labour.  Appropriate

capacity was created in terms of office

accommodation, computers and cellphones for

each shop steward.

An HIV/Aids policy, supported by an approved

policy, is being implemented. Interventions like

the “know your status” campaign, a disease

management programme for all HIV-infected

employees, an employee assistance programme,

incapacity management programme and a toll-free

number for information or appointments with health

and wellness professionals are some of the areas

the programme covers.

CORPORATE HUMAN RESOURCES (CONTINUED)
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Key performance areas Key performance indicator Target Previous Actual

Number of people from

designated groups employed

in the three highest levels of 

management in compliance Not

with the approved employment measured

equity plan 23 previously 16

Human resource Achievement of skills 

capacitation development targets as

per plan: 

Educational assistance awarded 120 146 48

Training days/employee 3 2,9 5,62

Learnership programmes 24 0 34

Training costs per employees

(trained) R2 988 R1 041 R1 089

Increase employee 

satisfaction Employee Satisfaction Index 65 64 68,4

Prospects
In the new financial year, the focus will be on leadership and management development, and further enhancing

productivity. Given the belief that an increased training and development focus for both technical and leadership

skills can only benefit the company if it is aimed at improving performance, a revised human resources strategy

will be developed. The human resources group will continue to proactively manage the challenges that the

industry faces in terms of skills shortages. A learnership approach is one of the top priorities for City Power in

developing skills in the electricity distribution business.
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CORPORATE HUMAN RESOURCES (CONTINUED)

African Asian Coloured White

Cost to
company 

Category Male Female Male Female Male Female Male Female Total (R’000)

Executive 

management 0 1 0 0 0 0 0 0 1 780 

General 

manager 0 1 0 0 0 0 1 0 2 1 034

Managerial 2 3 0 0 1 0 2 1 9 4 033

Professional/

technical 10 13 0 0 1 2 1 3 30 5 211

Supervisory 0 0 0 0 0 0 0 0 0 0

Support/

semi-skilled 1 0 0 0 0 0 0 0 1 92

Administrative 6 11 1 0 0 4 1 4 27 3 596

Artisan 0 0 0 0 0 0 0 0 0 0

General worker 0 0 0 0 0 0 0 0 0 0

Total 
headcount 
at June 2004 19 29 1 0 2 6 5 8 70

Total cost for
the year (R’000) 3 914 6 011 115 128 363 629 1 891 1 695 14 746
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TRANSFORMATION AND STRATEGY

This group facilitates strategic and business

planning, provides project and programme

management expertise in implementing

transformation initiatives and manages the

implementation of key value chains. It also

interfaces with the electricity distribution

restructuring project office ahead of the

establishment of regional electricity distributors.

Highlights
During the year, all key value chains were rolled

out across the regions, with intensive training on

the importance of value chains and individual

contributions to these chains. Mapping out value

chains ensures that business processes work as

effectively as possible to deliver service to

customers.

The group was instrumental in the roll out of the

SAP human resources module and documenting

business processes, and in the implementation of

work management systems which have substantially

improved network connectivity data.

The group drives the Thinking Institution, an

initiative that trains employees to use problem-

solving methods as a business tool for continuous

improvement.

Prospects
In the year ahead, the group will concentrate on

further improving skills in project management,

strategy development and analysis and forecasting,

while embedding the concept of key value chains.

We are concentrating on
ensuring that business

processes work as effectively as
possible to deliver service to

customers, and training
employees to use problem-

solving methods as a business
tool for continuous

improvement.

Roy Smith

Executive Consultant:
Transformation and Strategy
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African Asian Coloured White

Cost to
company

Category Male Female Male Female Male Female Male Female Total (R’000)

Executive 

management 0 0 0 0 0 0 1 0 1 909

General 

manager 1 0 1 0 0 0 1 0 3 1 511

Managerial 0 2 0 0 0 0 0 0 2 599

Professional/

technical 0 1 0 0 0 0 0 0 1 300

Supervisory 0 0 0 0 0 0 0 0 0 0

Support/

semi-skilled 0 0 0 0 0 0 0 0 0 0

Administrative 0 1 0 0 0 0 0 0 1 127

Artisan 0 0 0 0 0 0 0 0 0 0

General worker 0 0 0 0 0 0 0 0 0 0

Total 
headcount 
at June 2004 1 4 1 0 0 0 2 0 8

Total cost for 
the year (R’000) 438 1 026 505 0 0 0 1 477 0 3 466

TRANSFORMATION AND STRATEGY (CONTINUED)
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Directors’

RESPONSIBILITY
Management is responsible to the directors for the preparation and the integrity of the annual financial statements and related information
included in this report.  

In order for the board to discharge its responsibilities, management has developed and continues to maintain a system of internal control. The
board has ultimate responsibility for the system of internal controls and reviews its operation, primarily through the Audit Committee and various
other risk-monitoring committees. 

Where weaknesses were identified in internal controls, corrective action is being taken to eliminate or reduce the concomitant risks. Accordingly,
in our opinion, the internal controls of the company have operated effectively throughout the year under review and where internal controls did
not operate effectively, compensating controls have ensured the company’s assets have been safeguarded, proper accounting records maintained
and resources utilised efficiently. 

City Power is responsible for the billing and cash collection of the top 11 000 customers which account for approximately 57% of the total revenue
and resultant collections. The balance of the revenue and resultant cash collections are the responsibility of the Revenue Management Unit of the
City of Johannesburg Metropolitan Municipality. 

As a result of inadequacies in the billing system and control procedures at the City of Johannesburg, the auditors of the City of Johannesburg have
disclaimed an opinion on the annual financial statements of the City of Johannesburg for the year ended 30 June 2004. 

During this financial year, nothing has come to the attention of the Board Audit Committee to indicate that any material breakdown in the
functioning of these controls, procedures and systems has occurred. A material breakdown is defined as a critical weakness in process of financial
systems which would result in a material loss, contingency or uncertainty requiring disclosure to the shareholder. 

The Board Audit Committee has reviewed the results of the work performed by corporate audit in relation to financial reporting, corporate
governance, internal control and any significant investigations and management responses thereof. 

The Board Audit Committee has reviewed significant cases of employee conflicts of interest, misconduct or fraud, or any other unethical activity
by employees of the company. 

The financial statements are prepared in accordance with South African Statements of Generally Accepted Accounting Practices and incorporate
disclosure in line with the accounting philosophy of the company. The financial statements are based on appropriate accounting policies and
supported by reasonable and prudent judgements and estimates. 

In terms of the sale of business agreement, the shareholder has subordinated as much of its loan account as necessary to cover anticipated future
losses to enable the company to trade as a going concern. Based on the undertaking given by the shareholder, the directors have no reason to
believe that the company will not be a going concern in the year ahead. 

Approval of annual financial statements 
The annual financial statements for the year ended 30 June 2004 set out on pages 42 to 71 have been approved by the board of directors on
24 November 2004 and are signed on its behalf by:

MK Mohlala Dr J Maree
President and CEO Director



42

TO THE MEMBER OF CITY POWER JOHANNESBURG (PROPRIETARY) LIMITED 
We were engaged to audit the annual financial statements of City Power Johannesburg (Proprietary) Limited set out on pages 48 to 71 for the year
ended 30 June 2004. These financial statements are the responsibility of the company’s directors.

Scope 
We planned to conduct our audit in accordance with Statements of South African Auditing Standards. Those standards require that we plan and
perform the audit to obtain reasonable assurance that the financial statements are free of material misstatement. An audit includes:

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

Qualifications 
Revenue
As indicated in the directors’ report, the company is dependent on the City of Johannesburg for raising a substantial portion of the company’s
revenue and the resultant cash collections. The billing system and control procedures at the City of Johannesburg have significant weaknesses in
respect of the completeness of its customer base. As a result of these weaknesses the auditors have disclaimed an opinion on the annual financial
statements of the City of Johannesburg for the year ended 30 June 2004. Accordingly, we were unable to satisfy ourselves as to the completeness
of revenue and the existence and accuracy of accounts receivable administered by the City of Johannesburg.

Opening balances
We disclaimed an opinion on the annual financial statements in the previous year for the same reason given in the preceding paragraph. Neither
the company nor the City was able to provide detailed supporting schedules and other documentation to substantiate the opening balances. The
directors have been unable to quantify the effect on the current year’s financial statements.

Disclaimer of audit opinion 
Because of the significance of the matter discussed in the preceding paragraph, we do not express an opinion on the annual financial statements. 

Emphasis of matter
Without qualifying our opinion, we draw attention to the following:

Ownership of land
As indicated in the directors’ report, freehold land with a net book value at 30 June 2004 of approximately R3 153 000 (2003: R3 153 000) purchased
from the City of Johannesburg in terms of the sale of business agreement have not as yet been transferred into the name of the company.

Embedded derivatives
As indicated in the directors’ report, the accounting treatment relating to embedded derivatives, as described in note 26. Significant assumptions
and judgement have been 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.

KPMG Inc. SizweNtsaluba VSP Inc
Registered Accountants and Auditors Registered Accountants and Auditors 
Chartered Accountants (SA) Chartered Accountants (SA) 

Per AH Jaffer Per DA Steyn 
Director Director
24 November 2004 24 November 2004

Report of the 

INDEPENDENT
AUDITORS
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Statement on

CORPORATE
GOVERNANCE

City Power Johannesburg (Proprietary) Limited endorses the Code of Corporate Practices and Conduct as contained in the King II Report and

complies with the principles incorporated in the King II Report.

THE BOARD OF DIRECTORS
The board is constituted by one executive and nine non-executive directors who collectively determine major policies and strategies. The number,

demographic diversity and calibre of non-executive directors carry sufficient weight in the board’s deliberations and resolutions. Non-executive

directors are independent of management and free from any relationship that could materially interfere with the execution of their independent

judgement. Their business experience enables them to evaluate strategy and act in the company’s best interest. It is a policy of the company that

non-executive directors do not perform consultancy work for the company.

The board meets regularly, at least every two months, to carry out its functions. Its main functions include: to establish a strategy and direct the

company accordingly, to take decisions of a material nature reserved for the board’s deliberation, to monitor the activities and performance of

executive management and to provide information on the business of the company to the shareholder and stakeholders. The chairman meets

routinely with the non-executive directors to discuss their performance and any other issues.

NUMBER OF BOARD AND COMMITTEE MEETINGS HELD – 2003 – 2004
Board 14

Pricing and Regulatory Committee 2

Finance and Audit Committee 4

Safety, Health and Environmental Risk Committee 5

Capital Funding Committee 4

Human Resources and Remuneration Committee 9

Risk management Committee 5

Procurement Committee 13

All the directors may seek independent professional advice if necessary and have access to the services of the company secretary who is

responsible to ensure both the effective functioning of the board and proper administration of board proceedings.

CORPORATE SECRETARIAT
The role of the company secretary is fulfilled by the general manager: legal services. The company secretary provides support and guidance to the

directors and the chairman on an ongoing basis. Part of the company secretary’s duties includes the compilation of board papers as well as for

board committees, and ensuring compliance with good corporate governance. As the role is combined, the company secretary also ensures

compliance with statutory and regulatory requirements. The office of the company secretary also acts as an important point of contact for the

shareholder.

BOARD COMMITTEES
Finance and Audit Committee

The Finance and Audit Committee assists the board in discharging its responsibilities to safeguard the company’s assets, maintaining adequate

accounting records and developing and maintaining effective systems of internal financial control. It also oversees the financial reporting process

and compliance with accounting policies, company policies, legal requirements and internal controls within the company. It interacts with and

evaluates the effectiveness of the external and internal audit process and reviews compliance with the company’s code of ethics.

The Finance and Audit Committee has five independent non-executive members, one of whom is not a board member and one executive director.

The Finance and Audit Committee is regulated by the terms of reference as approved by the board. The adequacy of the mandate is reviewed and
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reassessed annually. The Finance and Audit Committee meets with executive management, which includes the vice-president: finance at least four

times a year. The external and internal auditors attend these meetings and have unrestricted access to the committee and its chairman.

Human Resources and Remuneration Committee
The Human Resources and Remuneration Committee consists of four non-executive directors and one executive director and is chaired by a non-

executive director. The responsibilities of the committee are to determine human resource policy and strategy as well as the remuneration and

incentives of all employees within the company. It has the responsibility to determine any criteria necessary to measure the performance of

executive directors in discharging their functions and responsibilities.

Safety, Health and Environmental Risk Committee (SHER)
The Safety, Health and Environmental Risk Committee consists of two non-executive directors and one executive director, and is chaired by a non-

executive director. The role of the committee is to develop the framework policies and guidelines for environment, health and safety management,

to consider substantive national and international regulatory and technical developments in the fields of environmental, health and safety

management and to monitor key indicators on accidents and incidents and, where appropriate, ensure that such information is communicated

throughout the company.

Pricing and Regulatory Committee
The Pricing and Regulatory Committee is chaired by an executive director and has four non-executive directors. The role of this committee is to

assist the board in giving strategic direction to electricity pricing strategies and policies, address regulatory changes in the electricity supply

industry that affects the company, ensures that the company complies with the regulatory requirements on tariffs, recommends structural tariffs

changes to the National Electricity Regulator, and compliance with NRS 047 and NRS 048.

Procurement Committee
The Procurement Committee is chaired by a non-executive director and has five non-executive directors and one executive director. The

responsibility of the committee is to consider and award tenders between R2 million and R50 million in value and to review all procurement policies

and procedures and make recommendations to the board in this regard. 

Capital Funding Committee
The Capital Funding Committee is chaired by a non-executive director and comprises four non-executive directors and one executive director. The

responsibility of the committee is to evaluate the long-term capital expenditure plan and ensure the expectations of the stakeholders, including

the shareholder are addressed. 

INTERNAL CONTROL
The board is responsible for the group’s system of internal financial, compliance and operational control. The company’s internal controls and

systems are designed to provide reasonable, but not absolute, assurance as to the integrity and reliability of the annual financial statements, that

assets are adequately safeguarded against material loss and that transactions are properly authorised and recorded. Such controls are based on

established written policies and procedures that are monitored throughout the company and are applied by trained, skilled personnel with an

appropriate segregation of duties through clearly defined lines of accountability and delegation of authority. The control system includes but is not

limited to, comprehensive reporting and analysis of actual results against approved standards and budgets as per the company’s business plan. All

employees are required to maintain the highest ethical standards in ensuring that the company’s business practices are conducted in a manner

which, in all reasonable circumstances, is above reproach.

CORPORATE AUDIT
The company’s internal audit has a current complement of five senior qualified persons, who are all affiliated to the Institute of Internal Auditors.

It has a specific mandate from the Finance and Audit Committee and independently appraises the adequacy and effectiveness of the company’s

Statement on

CORPORATE
GOVERNANCE

continued
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systems, financial internal controls and accounting records, reporting its findings to management, the Finance and Audit Committee as well as to

the external auditors. The company’s general manager: corporate audit, as head of department, reports administratively to the president and CEO

and functionally to the Finance and Audit Committee, and has direct access to the chairman of the Finance and Audit Committee. The corporate

audit department conducts regular risk-based audits at all City Power operations. 

ENTERPRISE RISK MANAGEMENT
Enterprise risk management remains the responsibility of the board, which carries out its responsibility through the Risk Management Committee

of the board, which is made up of five non-executive directors and one executive director and is chaired by a non-executive director. 

Corporate audit is accountable for providing assurance to the Risk Committee that the risk management process is in place and is integrated into

day-to-day activities. Risk management is addressed through risk categories that include, amongst others, physical, operational, technology,

financial, technical, environmental, legal, human resources, information, regulatory and strategic risks. 

The following strategic business risks were identified and allocated to senior managers within the organisation:

• the inability to meet shareholders’ financial expectations;

• to sustain revenue and profitability;

• to meet customer service expectations;

• to sustain efficient operations;

• non-compliance with applicable SHER legislation;

• to deliver on current strategic initiatives;

• human resources issues;

• to deliver on current transformation initiatives;

• IT process not adequate to support business operations; and 

• increase in energy purchase costs.

Controls relating to these critical risk areas are closely monitored by both management and the internal auditors, and these controls are augmented

by approval frameworks, policies and organisational structures that provide for segregation of duties through clearly defined lines of accountability

and delegation of authority and the careful selection and training of personnel. The control system includes comprehensive reporting and analysis

of actual results against approved standards and budgets. All employees are required to maintain the highest ethical standards in ensuring that

the company’s business practices are conducted in a manner which in all reasonable circumstances is above reproach.

Corporate audit provides the City Power Risk Committee and executive management with assurance that the internal controls are appropriate to

manage the risks that could hinder the achievement of the business objectives. Corporate audit is fully supported by the board, the Finance and

Audit Committee and the Risk Committee, with no limitation on accessing information.

INSURANCE ANALYSIS
As part of the risk management process, a gap analysis of City Power’s insurance cover is conducted in conjunction with the advisors to the City of

Johannesburg Insurance Fund. City Power is the largest claimant on the City of Johannesburg Insurance Fund due to the nature of its assets.

External cover is on a disaster cover basis with a significant portion of the premium being attributable to a self-insurance fund.

FOREX AND PRICE HEDGING
In terms of legislation, City Power as a local entity affiliated to local government is not allowed to enter into Forex-based transactions. All purchases

are made with local suppliers and where products have a Forex content every attempt is made to fix the price at the time of order. Certain long-

term contracts have a clause allowing for price adjustment due to cost changes as a result of changes in raw material pricing. The power purchasing

agreement with CDC Globeleq has a US dollar-based element to the monthly cost. This has been treated as an embedded derivative and valued
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in accordance with AC133 (see notes 2 and 26). This is proving extremely difficult to hedge against as there is no commitment in a foreign currency

as payments are made in rands. This risk has been brought to the attention of the shareholder who has been requested to amend the agreement. 

ADEQUACY OF THE ACCOUNTING STAFF
During the past year, the Finance Department has been appropriately staffed and areas of shortcomings with respect to skills addressed. The focus

in the forthcoming year is on ensuring compliance with established policies and procedures throughout the company.

DISASTER RECOVERY PLAN AND BUSINESS CONTINUITY PLAN
City Power has developed a disaster recovery plan. The plan has been tested to ensure that the computer systems will resume timeously in the

event of adverse circumstances.

Annual financial statements
Management is responsible for the preparation and for the final approval of the annual financial statements. The external auditors are responsible

for independently auditing the annual financial statements and expressing an opinion thereon in the course of executing their statutory duties.

Suitable accounting policies, consistently applied and supported by reasonable and prudent judgements and estimates, have been used in the

preparation of the annual financial statements, which fairly present the state of affairs of the company. In this process, appropriate accounting

standards have been applied and adequate accounting records have been maintained.

The company identified an embedded derivative during the current year relating to a power purchasing agreement entered into during the

2001 year. Due to the significance of the valuation of the derivative financial instrument and the non-compliance with AC133 in the prior year, the

financial statements have been restated (see note 2).

The “going concern“ basis has been adopted in preparing the annual financial statements. In terms of the sale of business agreement, the

shareholder has subordinated as much of its loan account as necessary to cover anticipated future losses to enable the company to trade as a

going concern.

The results were audited by the external auditors and reviewed by the Finance and Audit Committee prior to their submission to the board.

STAKEHOLDER RELATIONS
The company acknowledges that it operates within the general community and values a good working relationship with its stakeholders. The

company consistently strives to strengthen links through regular communication with all stakeholders which conforms to the criterion of timeous,

objective, relevant and transparent communication.

CODE OF ETHICS
The company’s code of ethics requires all employees within the company to act with utmost good faith and integrity in all transactions and with all

stakeholders with whom they interact. It commits the company and employees to sound business practices and compliance with legislation. There

was no material unauthorised expenditure during the year.

An ethics line has been implemented that covers all the regions in which the company operates. This service is operated by an independent

company, enabling employees to report environmental, safety, ethics or other concerns. All reported matters are followed up by corporate audit

and loss control. 
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REPORT
for the year ended 30 June 2004

The directors have pleasure in presenting their report for the year ended 30 June 2004.

BUSINESS ACTIVITIES
The principal activity of the company is the distribution of electricity to industries, businesses and households in Johannesburg.

SHARE CAPITAL
Details of the authorised and issued share capital of the company appear in note 9 to the financial statements. There were no changes in the

authorised and issued share capital of the company.

REVIEW OF OPERATIONS
The company achieved a net operating income of R189 million (2003: R135 million) for the year under review. The net profit for the year after

taxation and fair value adjustment amounted to R113 million (2003: R273 million). The net fair value adjustment relating to the foreign exchange

component of the embedded derivative of the power purchasing agreement, after tax, amounted to R91 million (2003: R209 million).

GOING CONCERN
The directors do not believe that there is any impairment of goodwill or property, plant and equipment as the company is expected to continue

to generate positive cash flow from operations in the future.

However, should the billing and cash collection performance of the City of Johannesburg Revenue Management Unit be impaired and/or should

the business not be allowed to recover increases in the cost of supply by way of reasonable tariff increases, this will have an extremely negative

impact on the operating income, the solvency of the business and the valuation of goodwill and property, plant and equipment.

The shareholder has agreed to subordinate as much of its loan account with the company as is necessary to cover anticipated future losses to

enable the company to trade as a going concern.

REVENUE AND RECEIVABLES ADMINISTERED BY THE CITY OF JOHANNESBURG ON BEHALF OF
THE COMPANY
City Power is responsible for the billing and cash collection of the top 11 000 customers which account for approximately 57% of the total revenue

and resultant collections. The balance of the revenue and resultant cash collections are the responsibility of the Revenue Management Unit of the

City of Johannesburg Metropolitan Municipality.

As a result of inadequacies in the billing system and control procedures at the City of Johannesburg, the auditors of the City of Johannesburg have

disclaimed an opinion on the annual financial statements of the City of Johannesburg for the year ended 30 June 2004. This disclaimer of their

audit opinion did not arise from any defects in the financial procedures and controls at City Power. 

The amounts of R1 288 million shown in note 8 as a receivable and R1 240 million shown in note 17 as sales have been confirmed with the City of

Johannesburg and there will be no additional claim by the City of Johannesburg should such amounts have been found later to be overstated.

TAX DIRECTIVES
The company is in the process of obtaining tax directives from the revenue authorities to obtain favourable tax allowances on the existing

distribution network acquired from the City of Johannesburg or alternatively the exemption of City Power as a tax paying entity. Tax is computed

on the basis that the allowances would be granted and that the company would continue as a tax paying entity. 

SHAREHOLDER
The entire shareholding of the company is held by the City of Johannesburg. No allocations are made to the shareholder other than interest

payments on the loans disclosed in notes 19 and 24.
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PROPERTY, PLANT AND EQUIPMENT
Property acquired on formation of the company during 2001 is still registered in the name of the City of Johannesburg.

MUNICIPAL FINANCE MANAGEMENT ACT
The directors take responsibility for implementation of the relevant sections with effect from 1 July 2004.

DIRECTORS
The directors at the date of this report are:

Remuneration
Fees Travel Retainer Total

Directors Committees (R’000) (R’000) (R’000) (R’000)

NM Pillay (Non-executive) (Chairman) (1) (3) (6) (7) 288 7 17 312
MK Mohlala (Executive) (President and 
Chief Executive Officer) (1) (2) (3) (4) (5) (6) (7)
Dr JB Maree (Non-executive) (1) (7) 136 3 139
N Adam (Non-executive) (1) (2) (3) (5) 263 18 281
N Galeni (Non-executive) (1) (2) (4) (6) (7) 208 3 211
KPG Simelane (Non-executive) (3) (6) 165 3 168
HWL Kügel (Non-executive) (2) (3) (6) (7) 190 5 195
N Nyembezi (Non-executive) (2) (4) (6) 100 1 101
JPL Koen (Non-executive) (4) (5) 118 1 119
L Reddy (Non-executive) (2) (4) 72 0 72

Committees of the board Chairmen of the board committees

(1) Finance and Audit Committee Dr JB Maree
(2) Risk Management Committee L Reddy
(3) Remuneration Committee NM Pillay
(4) Pricing and Regulatory Committee MK Mohlala
(5) Safety, Health and Environment Committee N Adam
(6) Procurement Committee HWL Kügel
(7) Capital Expenditure Funding Committee NM Pillay

MANAGEMENT
Remuneration

Name Designation (R’000)

MK Mohlala President and Chief Executive Officer 2 024
B Leshnick Vice-president: Finance 1 119
VP Padayachee Vice-president: Customer services 1 106
L Mashao (Appointed April 2004) Vice-president: Corporate services 195
S Zimu Vice-president: Operations 961
R Smith Executive consultant: Strategy and transformation 1 104
F Ntlhoro (Resigned February 2004) Vice-president: Commercial 1 032
H Masedi (Appointed August 2004) General manager: Corporate audit 569
S Masolo General manager: Communications 546
F Patel General manager: Legal services 545

Directors’

REPORT
for the year ended 30 June 2004

continued
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ANNUAL FINANCIAL
STATEMENTS
for the year ended 30 June 2004
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Balance

SHEET
at 30 June 2004 ASSETS

Non-current assets 1 653 895 1 549 448

Property, plant and equipment 3 1 369 030 1 258 275

Intangible assets 4 252 350 291 173

Other long-term assets 5 18 958 –

Derivative financial assets 6.1 13 557 –

Current assets 1 241 734 968 770

Inventory 7 23 298 30 564

Accounts receivable 8 398 924 489 788

Derivative financial assets 6.1 32 873 14 750

Amount due by associated companies 194 5 744

Amount due by City of Johannesburg 216 788 31 063

Cash and cash equivalents 22.4 569 657 396 861

Total assets 2 895 629 2 518 218

EQUITY
Capital and reserves 210 081 96 937

Share capital and premium 9 112 466 112 466

Retained income/(accumulated loss) 97 615 (15 529)

Non-current liabilities 1 993 103 1 772 486

Conduit mirror loan 10 959 782 708 038

Loan from shareholder 11 624 793 624 793

Derivative financial liabilities 6.2 – 98 658

Deferred income 12 208 943 191 334

Deferred tax 13 199 585 149 663

Current liabilities 692 445 648 795

Accounts payable 14 454 828 397 978

Provisions and accruals 15 55 141 81 428

Value added tax 102 892 65 974

Provision for taxation 383 383

Current portion of non-current liabilities 16 79 201 103 032

Total equity and liabilities 2 895 629 2 518 218

See notes 2 and 26 for additional information in respect of a correction of a fundamental error relating to the non-recognition of the embedded

derivative within the power purchasing agreement.

2004 2003

Note R’000 R’000
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Income

STATEMENT
for the year ended 30 June 2004

Retained

income/

Share Share (accumulated

capital premium loss) Total

R’000 R’000 R’000 R’000

Balance as at 30 June 2002 * 112 466 (21 071) 91 395

Effect of adopting AC133

– valuation of embedded derivatives: 

foreign exchange portion (267 875) (267 875)

Restated balance at 1 July 2002 * 112 466 (288 946) (176 480)

Net profit for the year – – 273 417 273 417

Balance as at 30 June 2003 * 112 466 (15 529) 96 937

Net profit for the year – – 113 144 113 144

Balance as at 30 June 2004 * 112 466 97 615 210 081

*  nominal amount

See notes 2 and 26 for additional information in respect of a correction of a fundamental error relating to the non-recognition of the embedded

derivative within the power purchasing agreement.

Statement of 

CHANGES IN
EQUITY
for the year ended 30 June 2004

2004 2003

Note R’000 R’000

Revenue 17 2 956 915 2 689 451

Net operating income 18 188 831 134 600

Net finance costs 19 156 103 163 192

Exceptional items 19 – (112 010)

Profit after net finance costs and before fair value adjustments 32 728 83 418

Net fair value adjustment on derivative financial instruments 130 338 298 771

Profit before tax 163 066 382 189

Income tax expense 20 49 922 108 772

Net profit for the year 113 144 273 417

See notes 2 and 26 for additional information in respect of a correction of a fundamental error relating to the non-recognition of the embedded

derivative within the power purchasing agreement.
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Cash generated from operations 22.1 353 926 661 106

Interest received 101 246 85 152

Interest paid (257 349) (248 344)

Taxation paid 22.2 – (61000)

Net cash inflow from operating activities 197 823 436 914

Cash flows from investing activities (270 549) (417 130)

Replacement of property, plant and equipment (251 028) (369 070)

Proceeds on disposal of plant, property and equipment 149 24 597

Acquisition of long-term asset (19 670) –

Acquisition of business 22.3 – (72 657)

Net cash (utilised)/generated (72 726) 19 784

Cash flows from financing activities 245 522 (50 082)

Net increase in deferred income 17 609 75 204

Net increase/(decrease) in conduit mirror loan 227 913 (66 448)

Net decrease in loan from shareholder – (58 838)

Net increase/(decrease) in cash and cash equivalents 172 796 (30 298)

Cash and cash equivalents at beginning of year 396 861 427 159

Cash and cash equivalents at end of year 22.4 569 657 396 861

2004 2003

Note R’000 R’000
Cash flow 

STATEMENT
for the year ended 30 June 2004
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Notes to the 

FINANCIAL
STATEMENTS

for the year ended 30 June 2004

1. ACCOUNTING POLICIES
1.1 Basis of preparation

The annual financial statements are prepared on the historical cost basis and incorporate the following principal accounting policies, which

have been consistently applied in all material respects except as modified by the measurement of derivatives at fair value.

1.2 Statement of compliance
The annual financial statements are prepared in accordance with South African statements of Generally Accepted Accounting Practice and

the requirements of the South African Companies Act.

1.3 Property, plant and equipment
Property, plant and equipment are stated at cost acquired from City of Johannesburg and subsequent additions at historical cost less

accumulated depreciation and accumulated impairment losses. The cost of self-constructed assets includes cost of materials, direct labour

and an appropriate proportion of production overheads.

The plant and equipment acquired from City of Johannesburg are depreciated over a maximum of 10 years. Depreciation is provided for

on a straight-line basis over the estimated useful life of the assets.

The estimated useful lives of the assets are as follows:

Buildings 40 years

Plant and machinery 10 – 40 years

Furniture and equipment 6 – 10 years

Subsequent expenditure relating to an item of property, plant and equipment is capitalised when it is probable that future economic

benefits from the use of the asset will be increased. All other subsequent expenditure is recognised as an expense in the period in which

it is incurred.

Surplus/(deficits) on the disposal of property, plant and equipment are credited/(charged) to income. The surplus or deficit is the difference

between the net disposal proceeds and the carrying amount of the asset.

1.4 Impairment
The carrying amounts of the company’s assets are reviewed at each balance sheet date to determine whether there is any indication of

impairment. If there is any indication that an asset may be impaired, its recoverable amount is estimated. The recoverable amount is the

higher of its net selling price and its value in use. Intangible assets that are not yet available for use and goodwill are amortised over a

maximum period of 10 years, the recoverable amount is estimated at each balance sheet date.

In assessing value in use, the expected future cash flows from the assets are discounted to their present value using a pre-tax discount rate

that reflects current market assessments of the time value of money and the risks specific to the asset. An impairment loss is recognised

whenever the carrying amount of an asset exceeds its recoverable amount.

For an asset that does not generate cash inflows that are largely independent of those from other assets, the recoverable amount is

determined for the cash generating unit to which the asset belongs. An impairment loss is recognised in the income statement whenever

the carrying amount of the cash generating unit exceeds its recoverable amount.
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1. ACCOUNTING POLICIES (CONTINUED)
1.4 Impairment (continued)

A previously recognised impairment loss is reversed if the recoverable amount increases as a result of a change in the estimates used to

determine the recoverable amount, but not to an amount higher than the carrying amount that would have been determined (net of

depreciation) had no impairment loss been recognised in prior years. For goodwill, a recognised impairment loss is not reversed, unless

the impairment loss was caused by a specific external event of an exceptional nature that is not expected to recur and the increase relates

clearly to the reversal of the effect of that specific event.

1.5 Goodwill
Goodwill is any excess of the cost of an acquisition over the company’s interest in the fair value of the identifiable assets and liabilities

acquired.

Goodwill is carried at cost, less accumulated amortisation and accumulated impairment losses. Goodwill is amortised on a straight-line

basis over 10 years.

1.6 Leases
Operating leases

Leases where the lessor retains the risks and rewards of ownership of the underlying asset are classified as operating leases. Payments

made under operating leases are charged against income on a straight-line basis over the period of the lease.

1.7 Inventories
Inventories are carried at the lower of cost and net realisable value. The cost of inventories comprises all costs of purchase, conversion and

other costs incurred in bringing the inventories to their present location and condition, and is determined using the first in, first out method.

Obsolete, redundant and slow moving inventories are identified on a regular basis and are written down to their estimated net realisable

values.

1.8 Deferred income and grants
Deferred income and grants are charged to operating profit over the expected useful lives of the assets. 

1.9 Revenue
Revenue represents the invoiced value of goods supplied to customers and connection fees and exclude value added tax. Revenue from

the sale of prepaid meter vouchers is recognised immediately on receipt of cash.

1.10 Financial instruments
Financial assets and liabilities are recognised in the balance sheet when the company has become party to the contractual provisions of

the instruments.

Measurement

Financial instruments carried on the balance sheet include embedded derivatives, cash and bank balances, accounts receivables, interest-

bearing borrowings and provision for financial liabilities. 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 company are stated at cost less provision for doubtful debts.

Notes to the 

FINANCIAL
STATEMENTS

continued
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1. ACCOUNTING POLICIES (CONTINUED)
1.10 Financial instruments (continued)

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 company has power purchasing agreements where the energy costs are influenced by foreign exchange rates, 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 income statement.

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 transaction results in either a profit or a loss effect, the gain or loss from the hedge is recognised in

the income statement in the same period that the underlying hedged transaction is recognised. Where the transaction is no longer

expected to occur, the net cumulative gain or loss resulting from the hedge is recognised in the income statement.

Derivatives embedded in other financial instruments or non-derivative host contracts are treated as separate derivatives when their risks

and characteristics are not closely related to those of host contracts and the host contracts are not carried at fair value with unrealised gains

or losses reported in the income statement.

The company does not speculate in the trading of derivative instruments.

1.11 Provisions
Provisions are recognised when the company has a present legal or constructive obligation as a result of past events, for which it is probable

that an outflow of economic benefits will occur, and where a reliable estimate can be made of the amount of the obligation. The discount

rate used is the pre-tax rate that reflects current market assessments of the time value of money and, where appropriate, the risks specific

to the liability.

Site restorations

In accordance with applicable legal requirements, a provision for site restoration in respect of contaminated land is recognised when the

liability is established through environmental assessment.

1.12 Other income
Income grants are recognised in the income statement over the useful life of the asset. Cash received for service connections is reflected

in the income statement in the period when the cash is received.
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1. ACCOUNTING POLICIES (CONTINUED)
1.13 Taxation

Current tax comprises tax payable calculated on the basis of the expected taxable income for the year, using the tax rates enacted at the
balance sheet date, and any adjustment of tax payable for previous years.

Deferred tax is provided using the balance sheet liability method, based on temporary differences. Temporary differences are differences
between the carrying amounts of assets and liabilities for financial reporting purposes and their tax base. The amount of deferred tax
provided is based on the expected manner of realisation or settlement of the carrying amount of assets and liabilities using tax rates
enacted or substantially enacted at the balance sheet date. Deferred tax is charged to the income statement except to the extent that it
relates to a transaction that is recognised directly in equity. The effect on deferred tax of any changes in tax rates is recognised in the
income statement, except to the extent that it relates to items previously charged or credited directly to equity.

A deferred tax asset is recognised to the extent that it is probable that future taxable profits will be available against which the associated
unused tax losses and deductible temporary differences can be utilised. Deferred tax assets are reduced to the extent that it is no longer
probable that the related tax benefit will be realised.

1.14 Post-employment benefits
City Power provides defined benefit and defined contribution retirement benefit plans for the benefit of employees. These plans are
funded by the employees and the employer, taking into account the recommendations of the independent actuaries where relevant. The
company also provides gratuity plans and subsidies in respect of post-employment medical aid benefits.

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

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

The amount recognised in the balance sheet 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 employees in the company. 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 the 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 expenses will be incurred.

1.15 Cash and cash equivalents
For the purpose of the cash flow statement, cash and cash equivalents comprise cash on hand, deposits held on call with banks and the
City of Johannesburg – Treasury, and investments in money market instruments, net of bank overdrafts, all of which are available for use by
the company in the short term unless otherwise stated.

1.16 Grants
Government grants are recorded as deferred income when they become receivable and are recognised as income on a systematic basis
over the periods necessary to match grants with the related costs for which they are intended to compensate. The recognised government
grants are credited to the related cost items on the following bases:
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– capital contributions on property, plant and equipment. The depreciation charge of property, plant and equipment is credited on

a straight-line basis over the estimated useful life of the property, plant and equipment;

– income-related grants subsidising expenses. Recognised as income on a systematic basis that matches related costs, which they

are intended to compensate.

1.17 Offset
Financial assets and financial liabilities are offset and the net amount reported in the balance sheet when the company has a legally

enforceable right to set off the recognised amounts, and intends either to settle on a net basis, or to realise the asset and settle the

liability simultaneously.

2. COMPLIANCE WITH AC133 FINANCIAL INSTRUMENTS: RECOGNITION AND MEASUREMENT

2004

R’000

Correction of a fundamental error
The company identified an embedded derivative during the current year for a power purchase 

agreement entered into during the 2001 year. Due to the significance of the valuation of the 

derivative financial instrument and the non-compliance with AC133 in the prior period, the 

financial statements have been restated.

Accumulated loss
Balance as at 30 June 2002 – as reported (21 071)

Effect of adopting AC133 prospectively (267 875)

– gross value of embedded derivative: foreign exchange portion (382 679)

– less: deferred tax thereon 114 804

Restated balance as at 30 June 2002 (288 946)

Net profit for the year
Net profit after taxation for the year ended 30 June 2003 – as reported 64 277

Net fair value adjustment after tax on derivative financial instruments 209 140

Restated net profit after taxation for the year ended 30 June 2003 273 417

Deferred tax
Balance as at 30 June 2003 – as reported 174 836

Effect of adopting AC133 prospectively

– 1 June 2002: embedded derivatives – foreign exchange portion (114 804)

Net movement in fair value of derivatives 89 631

Restated balance as at 30 June 2003 149 663

Derivative financial instruments
– as reported –

– restated balance: financial assets 14 750

: financial liabilities 98 658



58

3. PROPERTY, PLANT AND EQUIPMENT
Furniture

Plant and and Work in

Land Buildings equipment equipment progress Total

2004 R’000 R’000 R’000 R’000 R’000 R’000

Cost

At beginning of year 3 153 169 175 898 104 64 179 378 038 1 512 649

Additions – – 61 520 1 853 187 655 251 028

Acquisition of business – – – – – –

Transfers – 23 206 360 463 78 464 (462 133) –

Disposals – – (88) (193) – (281)

At end of year 3 153 192 381 1 319 999 144 303 103 560 1 763 396

Accumulated depreciation

At beginning of year – 38 947 183 455 31 972 – 254 374

Depreciation – 16 205 93 073 30 821 – 140 099

Disposals – – (2) (105) – (107)

At end of year – 55 152 276 526 62 688 – 394 366

Net book value at end of year 3 153 137 229 1 043 473 81 615 103 560 1 369 030

Notes to the 

FINANCIAL
STATEMENTS

continued
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3. PROPERTY, PLANT AND EQUIPMENT
(CONTINUED)

Furniture

Plant and and Work in

Land Buildings equipment equipment progress Total

2003 R’000 R’000 R’000 R’000 R’000 R’000

Cost

At beginning of year 3 153 160 267 827 916 45 163 83 123 1 119 622

Additions – 444 13 339 16 575 338 712 369 070

Acquisition of business – – 54 893 – 54 893

Transfers – 8 464 32 791 2 542 (43 797) –

Disposals – – (30 835) (101) – (30 936)

At end of year 3 153 169 175 898 104 64 179 378 038 1 512 649

Accumulated depreciation

At beginning of year – 23 267 110 923 13 055 – 147 245

Depreciation – 15 680 75 692 18 961 – 110 333

Disposals – – (3 160) (44) – (3 204)

At end of year – 38 947 183 455 31 972 – 254 374

Net book value at end of year 3 153 130 228 714 649 32 207 378 038 1 258 275

Included in the above are assets which have been pledged for borrowings raised by the City of Johannesburg (see note 10).

A register containing details of the properties of the company are available for inspection at the registered office of the company.
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4. INTANGIBLE ASSETS
Goodwill arising on acquisition of business 388 233 388 233

Less: Amortisation 135 883 97 060

At beginning of year 97 060 58 237

Provided during year 38 823 38 823

Net book value 252 350 291 173

5. OTHER LONG-TERM ASSETS
Consideration paid for refurbishment of transformers belonging to 

Eskom Holdings Limited 19 670 –

Less: Amortisation 712 –

18 958 –

6. DERIVATIVE FINANCIAL INSTRUMENTS
6.1 Assets carried at fair value

Derivative instruments 46 430 14 750

Current 32 873 14 750

Non-current 13 557 –

46 430 14 750

6.2 Liabilities carried at fair value
Derivative instruments – 98 658

Current – –

Non-current – 98 658

– 98 658

7. INVENTORY
Consumable stores 23 298 30 564

2004 2003

R’000 R’000
Notes to the 

FINANCIAL
STATEMENTS

continued
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2004 2003

R’000 R’000

8. ACCOUNTS RECEIVABLE
Administered by City of Johannesburg 264 998 343 481

Gross trade debtors 1 288 453 1 141 626

Less: Impairments (966 255) (798 145)

Less: Customer deposits (57 200) –

Administered by City Power 119 053 132 071

Gross trade debtors 182 081 184 239

Less: Impairments (40 082) (39 951)

Less: Customer deposits (22 946) (12 217)

Sundry debtors 14 873 14 236

398 924 489 788

Gross trade debtors 1 470 534 1 325 865

Less: Customer deposits (80 146) (12 217)

Less: Impairments (1 006 337) (838 096)

Net trade debtors 384 051 475 552

Sundry debtors 14 873 14 236

398 924 489 788

9. SHARE CAPITAL AND PREMIUM
Authorised

10 000 ordinary shares of R1 each 10 10

Issued

1 ordinary share of R1 * *

Share premium

– arising on ordinary share issued 112 466 112 466

*  nominal amount

The unissued ordinary shares are under the control of the City of Johannesburg. 
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10. CONDUIT MIRROR LOAN
The original loan is unsecured and interest is payable at 17,5% per annum and the loan is 

repayable in 10 years. All subsequent loans are unsecured and interest is payable at 14,5% 

per annum and these loans are repayable over 10 years.

At beginning of year 811 070 938 619

Loans received during year 293 346 182 434

Arising on acquisition of business – 29 678

Repayments made during year (65 433) (282 827)

Interest payable accrued – 4 267

Interest payable accrued in prior year reversed due to renegotiation of loan – (61 101)

1 038 983 811 070

Less: Amount repayable within 12 months (79 201) (103 032)

959 782 708 038

Details of securities furnished by the City of Johannesburg to its lenders are still in the process 

of being finalised.

Summary of repayments

2004 – 103 032

2005 79 201 68 890

2006 92 580 80 913

2007 107 920 94 717

2008 126 330 111 435

2009 148 155 131 255

Thereafter 484 796 220 828

1 038 982 811 070

2004 2003

R’000 R’000
Notes to the 

FINANCIAL
STATEMENTS

continued
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11. LOAN FROM SHAREHOLDER
The loan is unsecured and interest is payable at 17,5% per annum.

At beginning of year 624 793 734 540

Arising on acquisition of business – 42 979

Interest payable accrued – 1 492

Repayments made during year – (103 309)

Interest payable accrued in prior year reversed due to renegotiation of loan – (50 909)

624 793 624 793

The shareholder has agreed to subordinate as much of its loan account as necessary as would

enable the claims of other creditors to be paid in full. The subordination shall remain in force 

and effect so long as the debt equity ratio of City Power Johannesburg (Proprietary) Limited 

exceeds 60% and shall lapse immediately upon the date that the debt equity ratio is less than 

60%. The debt equity ratio at year-end amounted to 55% (2003: 53%).

12. DEFERRED INCOME
At beginning of year 191 334 116 130

Additions during year 28 373 84 838

Income recognition during year (10 764) (9 634)

Balance at end of year 208 943 191 334

Deferred income comprises:

– Engineering services contribution 67 414 51 523

– Boundary contributions 648 648

– Municipal and government grants 140 881 139 163

208 943 191 334

13. DEFERRED TAX
At beginning of year 149 663 156 078

AC133 adopted prospectively: embedded derivatives – (114 804)

Transfer from income statement 49 922 108 389

199 585 149 663

Comprising temporary differences in respect of:

Derivative instruments 13 928 (25 173)

Intangibles (75 705) (87 352)

Property, plant and equipment (45 317) (8 215)

Impairments 228 001 188 575

Provisions 16 542 24 428

Deferred income 62 683 57 400

Computed tax losses (547) –

Balance at end of year 199 585 149 663

2004 2003

R’000 R’000
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14. ACCOUNTS PAYABLE
Trade creditors 404 149 353 062

Sundry creditors 50 679 44 916

454 828 397 978

15. PROVISIONS AND ACCRUALS
Leave and sick pay 19 554 31 372

Service bonus 16 386 20 056

Post-employment medical aid benefits 8 005 6 300

Service gratuity benefits 11 195 23 700

55 141 81 428

Balance at beginning of year 81 428 39 285

Provided during year 25 141 43 805

Expenditure incurred during year (51 428) (1 662)

Balance at end of year 55 141 81 428

Principal actuarial assumptions were as follows:

Service gratuity benefits

– discount rate 10,0% 9,5%

– future salary increases 6,5% 5,3%

– expected return on plan assets 10,0% 9,5%

Post-employment medical aid benefits

– discount rate 10,0% 9,5%

– future salary increases 6,0% 4,8%

– expected return on plan assets 10,0% 9,5%

In terms of the sale of business agreement, City Power is responsible for any potential 

actuarial deficits arising on the pension fund for employees who have been transferred 

from the City of Johannesburg on formation of the company. The amount of the liability 

that is the responsibility of the City of Johannesburg is in the process of being finalised.

R’000 R’000
16. CURRENT PORTION OF NON-CURRENT LIABILITIES

Conduit mirror loan (see note 10) 79 201 103 032

2004 2003

R’000 R’000
Notes to the 

FINANCIAL
STATEMENTS

continued
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17. REVENUE
Sale of electricity

– administered by the City of Johannesburg 1 239 697 1 209 051

– administered by City Power 1 651 928 1 439 217

Sale of electricity 2 891 625 2 648 268

New connection fees received 65 290 41 183

2 956 915 2 689 451

18. NET OPERATING INCOME
Net operating income is arrived at after taking the following items into account:

Cost of sales 1 915 140 1 642 752

Amortisation of intangible assets 39 535 38 823

Auditor’s remuneration 307 1 549

– current year 950 1 549

– overprovision in respect of prior year (643) –

Depreciation of property, plant and equipment 140 099 110 333

– buildings 16 205 15 680

– plant and machinery 93 073 75 692

– furniture and equipment 30 821 18 961

Staff costs 307 543 325 263

Loss on disposal of property, plant and equipment 25 3 135

Directors and executive management remuneration for services as directors 10 749 9 537

– Non-executive directors 1 752 909

– Executive directors and management 8 997 8 628

Operating lease charges 41 236 36 387

Technical and consultancy fees 28 410 28 627

Increase in provisions 25 141 43 805

Deferred income amortised (10 764) (9 634)

Sale of scrap (544) (2 003)

Other operating income (23 555) (20 933)

19. NET FINANCE COSTS
Interest payable 257 349 248 344

Interest receivable on funds on call and arrear trade debtors (101 246) (85 152)

156 103 163 192

Exceptional item: Interest payable accrued in prior years reversed due to renegotiation 

of loan terms – (112 010)

156 103 51 182

2004 2003

R’000 R’000
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20. INCOME TAX EXPENSE
South African normal taxation 49 922 118 951

– current – 31 806

– deferred 49 922 87 145

Prior year adjustment – (10 179)

– current – (31 423)

– deferred – 21 244

49 922 108 772

The prior year adjustment is attributable to recognising taxation on the deferred 

income grants received and claiming wear and tear allowances on the basis that 

the company is engaged in a similar process of manufacturing.

2004 2003

% %
Reconciliation of effective tax rate
Taxation as a percentage of profit before tax 30,61 28,46

Taxation effect of expenditure not allowed (0,61) (1,12)

Prior year adjustment – 2,66

Standard rate of tax 30,00 30,00

21. SITE REHABILITATION
The Orlando Power Station has been decommissioned and no provision has been raised for anticipated rehabilitation costs to be

incurred which costs would be borne by the City of Johannesburg. The proceeds of sale from scrap is utilised for site rehabilitation.

Notes to the 

FINANCIAL
STATEMENTS

continued

2004 2003

R’000 R’000
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22. NOTES TO THE CASH FLOW STATEMENT
22.1 Cash generated from operations

Net operating income 188 831 134 600

Non-cash items 179 659 152 291

Depreciation of property, plant and equipment 140 099 110 333

Loss on disposal of property, plant and equipment 25 3 135

Amortisation of intangible and other long-term assets 39 535 38 823

Changes in working capital (14 564) 374 215

Decrease/(increase) in inventory 7 266 (4 165)

Decrease in accounts receivable 90 864 172 178

Decrease/(increase) in amount due by associate companies 5 550 (31 398)

Increase in amount due by City of Johannesburg (185 725) –

Increase in accounts payable 56 850 200 725

(Decrease)/increase in provisions and accruals (26 287) 42 143

Increase/(decrease) in value added tax 36 918 (5 269)

Cash generated from operations 353 926 661 106

22.2 Acquisition of business
Property, plant and equipment – 54 893

Accounts receivable – 31 438

Accounts payable – (13 674)

– 72 657

Funded by:

Conduit mirror loan – 29 678

Loan from shareholder – 42 979

– 72 657

22.3 Taxation paid
Amount owing at beginning of year 383 61 000

Income statement charge – 383

Amount owing at end of year (383) (383)

– 61 000

22.4 Cash and cash equivalents
Cash and cash equivalents consist of:

Bank balances and cash 31 2

City of Johannesburg – Treasury 569 626 396 859

569 657 396 861

2004 2003

R’000 R’000
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23. FINANCIAL INSTRUMENTS
Exposure to interest rate and credit risk arise in the normal course of the company’s business.

Interest rate risk

Exposure to interest rate risk on borrowings and receivable is monitored on a proactive basis.

Maturity of financial instruments

Maturity profile of financial instruments at 30 June 2004 is as follows:

Within 2 to 3 4 to 10

Total 1 year years years

R’000 R’000 R’000 R’000 R’000 R’000 R’000 R’000

2004 2003 2004 2003 2004 2003 2004 2003

Financial assets
Accounts receivable 398 924 489 788 398 924 489 788 – – –

Amounts due 

by associate companies 216 982 36 807 216 982 36 807 – – – –

Bank balances and cash 569 657 396 861 569 657 396 861 – – – –

Derivative financial assets 46 430 14 750 32 873 14 750 13 557 – – –

1 231 993 938 206 1 218 436 938 206 13 557 – – –

Percentage profile 100% 100% 100% 100% – – –

Financial liabilities

Derivative financial 

liabilities – 98 658 – – – 98 658 – –

Interest-bearing 

liabilities 1 663 776 1 435 863 79 201 103 032 200 500 215 764 1 384 075 1 117 067

Accounts payable 557 720 463 952 557 720 463 952 – – – –

Provisions 55 141 81 428 55 141 81 428 – – – –

2 276 637 2 079 901 692 062 648 412 200 500 314 422 1 384 075 1 117 067

Percentage profile 100% 100% 30% 31% 9% 15% 61% 54%

Fair value of financial instruments
The fair values of financial assets and liabilities approximate their carrying values as disclosed in the balance sheet.

Credit risks
Credit risk arises on cash and cash equivalents and trade receivables. The risk on cash and cash equivalents is managed through dealing
with well established financial institutions and the City of Johannesburg. The risk arising on trade receivables is managed through normal
credit policy using credit limits, continual review and exception reporting. The exposure to credit risk relating to trade receivables is not
concentrated due to a diversified customer base. Adequate provision is made for doubtful debts.

Liquidity risks
The company manages liquidity risk by aggressive management of working capital and cash flows. Short-term flexibility is achieved by
general banking facilities available to the company.

Notes to the 

FINANCIAL
STATEMENTS

continued
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24. BORROWING FACILITIES
In terms of the sale of business agreement, City Power does not have the authority to borrow funds on its own behalf. All external funding

is managed under the auspices of the City of Johannesburg Assets and Liabilities Committee.

The summary of commitments at year-end is as follows:

2004 2003

R’000 R’000

Guarantees issued to CDC Globeleq in terms of power purchasing agreement 125 050 107 563

Conduit mirror loan 1 038 983 811 070

Loan from shareholder 624 793 624 793

Bank balances and cash

City of Johannesburg – Treasury balance (569 626) (396 859)

Financial institutions and cash on hand (31) (2)

1 219 169 1 146 565

25. CAPITAL COMMITMENTS
25.1 Capital commitments

Authorised and contracted for 3 333 3 126

Authorised and not contracted for 466 238 243 248

469 571 246 374

The expenditure will be funded from municipal grants and the conduit mirror loan facility 

25.2 Guarantees
Guarantees issued to CDC Globeleq in terms of power purchasing agreement by the 

City of Johannesburg on behalf of the company 125 050 107 563

26. LEASE COMMITMENTS
Operating leases

– within one year 43 710 40 965

– within two to three years 30 889 44 940

74 599 85 905
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26. DERIVATIVE FINANCIAL INSTRUMENTS
City Power has entered into a 20-year power purchasing agreement with CDC Globeleq during 2001 to supply electricity, where the price

is influenced by foreign exchange rates, United States and South African production price indices. 

Year-end Average

Rates 2004 2003 2004 2003

Rand/dollar 6,24 7,45 6,77 8,85

RSA PPI % 1,34 2,34 0,56 9,43

USA PPI % 1,10 1,04 1,08 1,06

US PPI derivative assumptions
Due to the long-term nature of the contract, relevant and reliable forward pricing data relating to the United States production price indices

are unavailable to assist in determining the value. The high sensitivity of the fluctuations in the US PPI has a significant impact on the

valuation. A 1% annualised increase is approximately 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 available USD PPI information figures at the date of the valuation

adjusted on an annual basis by 1, 2 and 3%.

2004 2003 2002

Percentage R’000 R’000 R’000

1% 107 999 129 451 146 945

2% 159 814 188 656 210 577

3% 216 460 253 355 279 980

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 rand/dollar exchange rate since inception date.

Cash flows are assumed to occur on a monthly basis.

Notes to the 

FINANCIAL
STATEMENTS

continued



71

27. NUMBER OF EMPLOYEES 1 865 1 995

28. RETIREMENT BENEFITS
City Power is a participating employer in one or more of the various retirement benefit schemes through which the City of Johannesburg

and its associated Utilities Agencies and Corporatised Entities (UACs) provide retirement benefits to all its permanent employees. In total

the entire group of entities participates in three defined contribution funds and eight defined benefit funds of which the following three

funds cover over 90% of the staff of the total group:

• e-Joburg Retirement Fund – Defined contribution – Only fund open to new staff

• City of Johannesburg Pension Fund – Defined benefit – Closed to new staff

• Johannesburg Municipal Pension Fund – Defined benefit – Closed to new staff

It is not practical 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, a full defined benefit accounting has been applied at the group level in the accounts of the City of Johannesburg for the City of

Johannesburg Pension Fund and the Johannesburg Municipal Pension Fund. The table below gives a summary of the funded status of

these funds as at 30 June 2004. For more detailed disclosures with regards to the group obligations in respect of these defined benefit

funds, users may refer to the City of Johannesburg’s annual financial statements for the year ended 30 June 2004. The remaining defined

benefit funds are not exclusive to the City of Johannesburg and suitable information in respect of the City of Johannesburg and related

UACs is not available.

City of Johannesburg

Johannesburg Municipal 

Pension Fund Pension Fund

Rm Rm

2004 2004

Amounts recognised in the balance sheet of City of Johannesburg

Present value of funded obligation 1 853 3 121

Fair value of plan assets (1 751) (3 649)

Net obligation/(asset) 102 (528)

section 58 limit – 528

Amount recognised in balance sheet of City of Johannesburg 102 –

Principal actuarial assumptions

Discount rate 10,0% 10,0%

Expected return on plan assets 10,0% 10,0%

Future salary increases 6,5% 6,5%

Future pension increases 4,8% 4,8%

2004 2003

R’000 R’000
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COMPANY SECRETARY
F Patel

Business address Postal address
40 Heronmere Road PO Box 38766

Reuven Booysens

2016

REGISTERED OFFICE
Business address Postal address
40 Heronmere Road PO Box 38766

Reuven Booysens

2016

Telephone: 011 490 7000

Telefax: 011 490 7590

Call centre: 011 375 5555

E-mail: electricity@citypower.co.za

Internet: www.citypower.co.za

Company 
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