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3.1 Overview of Departmental Performance

3.1. Engineering Services:

3.1.1 Rolling Stock

1.1.1.1 Accelerated Rolling Stock Refurbishment Programme.

The impetus given to the accelerated rolling stock programme, for both the

general overhaul and upgrade to the 10M platform, was effective in realising

489 coaches against the allocated 492 coaches to suppliers, representing a

99% achievement.

The strategy of shifting workload to contractors yielding good throughput while

possessing spare capacity, was utilised effectively and the SARCC reserves

its right to leverage this strategy to realise its objectives. The strategy to

recertify coaches that became due for general overhaul, but could not be taken

into production immediately, continued to be pursued. These two measures

facilitated reasonable availability and reliability of train sets being maintained

for the provision of train services.

Consideration is being given to introduction of crashworthiness into coaches

within the accelerated rolling stock refurbishment programme. This will be

limited initially to inter-coach semi-permanent coupling with energy absorption

characteristics and improved anti-climbing capabilities.

3.1.1.2  Acquisition of New Rolling Stock

The acquisition of new rolling stock continues to be pursued. The importance

of acquiring new stock for replacement and capacity expansion is evidenced

by the increased levels of over-crowding in the trains in service, occasioned

primarily by the volume pushes in the market.

3.1.1.3 Increasing Capacity of the Regional Metrorail Maintenance

            Depots, Increased focus on Reliability Maintenance and

             Addressing Obsolescence.

To realise the reliability and availability targets envisaged in the Business Plan

on a sustainable basis, it is imperative that capacity of the Regional depots

be enhanced and reliability of the vehicle sub-systems be enhanced. Two key

projects planned are:

- The acquisition of wheel lathes and wheel axle examination equipment

that will capacitate the Regions to undertake light repairs of coach

wheels so as to reduce the down time on wheel repairs. A comprehensive

proposal is planned to be undertaken  in 2008/09 for sites and capacity.

The acquisition, installation and commissioning of infrastructure

is envisaged in 2009/10.

- The introduction of an intermediate general overhaul (IOH) program

specifically focusing on improving the reliability of the major auxiliary

components and traction motors for better performance reliability.

As was identified in the Business Plan, the need to focus on improvement of

maintenance activities for better performance of the operational fleet, was

specifically operationalised with the commencement of detailed audits of the

regional maintenance depots, as the primary activity areas, for systems integrity

and situational implementation of the maintenance standards. Appropriate

action plans have been drawn up with the involvement of all stakeholders and

implementation given effect, with due emphasis on registering progressive

but significant and sustainable outcomes. Emphasis on the program work

within the maintenance cycles as scheduled has been heightened. This is

critical as the introduction of Reliability Centered Maintenance necessary to

increase the reliability of components and sub-systems that fall outside of the

IOH.

SARCC’s PERFORMANCE AGAINST OBJECTIVES (CONTINUED)
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The Business Plan provides for the optimisation of asset value through redefining

areas where obsolescence has a high impact and initiating appropriate upgrades.

In this context, the hydro vane type compressor has been developed to replace

the obsolete DH-16 compressors that are necessary for the operation of

electro-pneumatic components, while tests were conducted on a limited basis

to ascertain the feasibility of use of inverters in lieu of motor alternators/motor

generators for supply of train auxiliary power. It is intended to expand the

number of inverter units in service so as to reach a technical conclusion.

3.1.1.4 Technical On job Training and Apprenticeship Training

The preparation for the re-opening of an apprenticeship school in the WITS

Region was progressing well. The intention is to develop the facility in the

WITS Region to cater for the requirements for Tshwane Region as well. In the

Durban Region, the plan is to explore additional value extraction from the

training facilities available with training facilities available with Transnet Rail

Engineering. The operation of the Metrorail Western Cape Training School

continued.

On-the-job training utilising experienced artisans was emphasised in the

regions. The training on the 10M platform was conducted successfully, with

a view to capacitate the regions to maintain the 10M fleet, and exceptional

support continues to be provided from Head Office Engineering Services to

consolidate the results of the training efforts.

3.1.2 Infrastructure:

3.1.2.1 Special Needs Passengers

The SARCC finalised its draft policy for the improvement of commuter rail for

Special Needs Passengers (SNP’s) in South Africa, as a response to legislative

requirements.

The draft policy acknowledges the access requirements of SNP’s and records

SARCC’s undertaking to:

Incorporate the requirements of SNP’s into the planning, provision and

management of the rail system;

Make the rail system universally accessible to all its passengers over the

longer term (within allocated rail funding and implementation programmes);

Make incremental and continuous improvements;

Make improvements to passenger information, station facilities, rolling

stock and passenger response services.

Furthermore, the SARCC has developed and finalised the design guidelines to

improve accessibility of Commuter Rail in South Africa in consultation with

various organisations representing the disability sector. These guidelines are

aimed at making provision for passengers who are unable to travel independently

and are based on international best practices.

3.1.2.2 Khayelitsha Rail Extension

The project implementation is at an advanced stage. The two stations are now

complete. The contracts for civil works, the construction of the Steve Biko

road-over-rail bridge, as well as the construction of the four pedestrian bridges

are complete. The Oscar Mpetha road-over-rail bridge contract has commenced

and the contractor has been on site since mid-January 2008.

Other contracts for related works are in effect and the estimated completion

date remains September 2008.

SARCC’s PERFORMANCE AGAINST OBJECTIVES (CONTINUED)
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3.1.2.3 Specific Safety Related Permanent Way Projects.

In pursuit of improved safety for stakeholders as well as access to the rail

commuter by special needs passengers (SNP), the R9.0m construction of a

street to street footbridge at Germiston station, in Gauteng, has been completed.

The footbridge incorporates a staircase for the able bodied pedestrians and

a ramp plus two lifts to facilitate the movement of the SNP. 

Further significant safety focused projects over and above initiatives in the

routine maintenance, included the completion of replacement of wooden

sleepers with concrete sleepers, the installation of new rails, heavier sleepers

and checkrails where necessary  to improve the operational safety over

identified sharp curves in Durban and in Tshwane at a cost of R12.2m. 

3.2 Finance:

3.2.1 Reporting Systems

During the year under review, the Corporation had to deal with the challenge

of different reporting systems due to the merger of SARCC and Metrorail. To

improve the quality and reliability of management information, great effort was

made to minimise the manual intervention in integrating information from the

different systems. This entailed the process of upgrading the Oracle Financial

system which commenced in the last quarter of the financial year and is due

for completion in October 2008.

In the medium-term, however, a new Enterprise Resource Planning (ERP)

system has been budgeted for to replace all the existing systems.

3.2.2 Internal Control Environment

SARCC embarked on a vigorous process to improve the Internal Controls

within the Corporation by, amongst others, implementing the following measures;

Monitoring, addressing and implementing the Internal and External audit

findings and recommendations;

Developing and approving new policies for the merged entity (i.e.

Supply Chain Management pol ic ies and personnel  pol ic ies);

Developing and approving the Fraud Plan;

Streamlining staff roles and reporting lines.

Improvement of the Internal Control Environment is a dynamic process and

will continue to be a high priority for management.

3.3 Human Resources

The consolidation process has resulted in challenges for the department and

these issues are still being addressed. One critical challenge faced was the

taxation of retirement contributions of those employees who were transferred

from Transnet pension/retirement funds into the SARCC Provident Fund. This

was due to the legislation that governed such funds as well as the fact that

the tax regime applied to both fund types differed. At the same time, the

department has also started preparations for the consolidation of Shosholoza

Meyl into the SARCC. In addition, there was progress on the salary parity

project. The structure for Head Office has been completed successfully and

this has been adopted by the business. The matching process of employees

to the identified positions has also started.

3.3.1 Training and Development

The SARCC as a combined entity submitted a combined national plan

(2007/2008) and report (2006/2007) regarding skills development to TETA

for this financial year. TETA required separate submissions with this combined

reports and plans for each region as each has an individual skills levy number.

In total, the SARCC has invested R43m in training which equates to 2.3% of

payroll cost as compared to 1.6% in the previous financial year. This investment

is in line with the organisation’s strategy of Investing in Human Capital.

SARCC’s PERFORMANCE AGAINST OBJECTIVES (CONTINUED)
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A national training strategy has been developed and adopted by the business

and will focus on the following:

leadership development,

engineering and technical skills,

operations training,

adult basic education,

partnerships with tertiary institutions, and

early childhood development programmes.

The organisation has continued to maintain its training provider status and

has managed to address audit findings of TETA. A significant focus is being

given to technical training and steps have been taken to re-open the apprentice

school in Wits and establish accredited training facilities in Cape Town and

Durban.

��

3.3.2 Employment Equity

The Employment Equity Report submitted to the Department of Labour during

this financial year was a report for the whole organisation. This report, prior

to submission, was discussed with labour nationally. A concern that is still

noted within this document is the matter of correct reporting of disabled

employees and ensuring that there is a proper capturing and determining of

such figures. The plan for the next financial year is to complete a comprehensive

disability audit for the entire organisation.

Regarding the total staff analysis there has been no significant change in

terms of the race profile of the organisation, but the indications are that the

gender profile is not improving which implies that either more females are

exiting or that fewer females are entering the organisation via the employment

process. However, the picture is different within the management levels as

the organisation continues to show progress in improving the black and gender

profile in this critical area of the business.

3.3.3 Employee Wellness Programme

The national Employee Wellness Programme (EWP) strategy done in cooperation

with all regions and adopted at the HR Strategic session, was presented to

and approved by Exco in November 2007.  This strategy was then actioned

through a roll-out plan that was cascaded down to the regions. Training was

provided by the EWP Department to Head Office Line Managers (ODIR process)

and regional representatives on how to effectively utilise the Employee Wellness

Programme.  Its major role is to enable Line Managers and supervisors to

identify early problems that might have an impact on job performance

as the main object is to enhance productivity.

SARCC’s PERFORMANCE AGAINST OBJECTIVES (CONTINUED)
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At Head Office an EWP link was installed on the Intranet to disseminate

information to all employees on wellness issues in the organisation.  In addition,

EWP flyers, monthly information on wellness, Employee Assistance Programmes

and HIV/AIDS are distributed via e-mail to all employees.

World Aids Day was celebrated in December 2007 at Head Office and in all

regions.  Voluntary Counseling and Testing (VCT) sessions were also held.

A strong focus has been HIV/AIDS educational awareness campaigns with

Infobytes (Information on HIV/AIDS and Health) newsletters placed at strategic

points. The Lifestyle Management Programme is in place to assist affected

employees and currently almost 60 employees not on medical aid receive

ARV’s through this programme.  Part of the strategy has also been on providing

assistance and support to care centres that care for children affected or

infected by HIV/Aids.

The EWP department is an active member of the National Policy Dialogue on

HIV and AIDS Prevention and Impact Mitigation in the Transport Sector.  The

HIV/AIDS Strategic plan completed by this task team will be launched by the

Minister of Transport. The SARCC’s HIV/Aids programmes are aligned with

this strategy.

3.4 Supply Chain Management

3.4.1 Black Economic Empowerment:

The adoption of the Supply Chain Management Policy was a key milestone,

resulting in the consolidation of the procurement practices and structures

between the SARCC and Metrorail. A series of workshops were held to prepare

management and staff at Head Office and Regional level for the rollout of this

important policy. However, adherence to this new policy remains a major

challenge within the organisation as a whole.

The South African Rail Commuter Corporation subscribes fully to the notion

of Broad Based Black Economic Empowerment (BBBEE) and it is to this end

that a strategy to facilitate black participation in the economy was developed.

The strategy considered three main elements which relate to BBBEE and they

are as follows;

Black Equity Ownership;

Black Management and

Black Control.

The equity element of this strategy required companies that conducted business

with the Corporation, to have met a minimum criterion of at least 26% Black

Equity Ownership.

For the period under review (2007/08 financial year), a total of 76% spending

to BEE companies that qualified in terms of the 26% minimum requirement,

was achieved for all five Regions, Head Office and 2010 Projects. The annual

BEE economic value percent of R1.8 bil l ion is 49% percent, which is

R882 million.

3.4.2 Special Projects: 2010

In May 2007 we embarked on the facilitation of the acquiring of goods and

services for the 2010 projects.  A turnkey approach was adopted in order to

accelerate the implementation of 2010 projects.  It was the first time that such

an approach had been used and the industry was not ready.

The turnkey approach posed a big challenge for the Corporation and the rail

industry in respect of the procurement processes and the choice of type and

form of contract to be used.

It has been noted that the process of choosing the form of contract to be used

in 2010 projects has been successfully handled and the compilation of contracts

are being finalised with the winning bidders.

To date, about R1 billion worth of projects have been awarded and the target

completion date for the majority of projects is the 2009 FIFA Confederation

Cup™ in May.

SARCC’s PERFORMANCE ON STRATEGIC OBJECTIVES (CONTINUED)
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3.4.2 Contracts:

We have finalised the General Overhaul and Upgrade contracts with six suppliers

to the value of R7 billion over 3 years. These contracts with the suppliers

were drafted internally without the involvement of outside parties.  This we

believe is an indicator of the type of skills and experience that the Corporation

possesses.

3.5 LEGAL AND COMPLIANCE GROUP OVEFRVIEW FOR ANNUAL
      REPORT

3.5.1 Alignment and standardisation of contracts.

Good progress was made to standardise all contracts. There are still some

contracts that have not yet been identified and submitted for processing and

not yet converted into a standardised contract. A new process for the new

financial year has been adopted to ensure that all those outstanding contracts

are identified and modified. The same process will be followed for Shosholoza

Meyl as soon as it has been fully transferred to the SARCC.

3.5.2. Risk Management.

A risk strategy and plan has been developed and translated into an enterprise

risk management framework. A Senior Manager Risk was appointed in November

2007 to manage enterprise risk. A formal project plan has been submitted for

the approval of the Risk Committee and the rollout of the project will take

place during the 2008/09 financial year.

3.5.2.1 Risk Management.

A high level strategic risk assessment has been completed and was approved

by the Board of Control in July 2007. The assessment was done for Head

Office and for all the Regions. Action plans were put in place to mitigate risks

and/or reduce these risks to as low as reasonably practicable.

Some inherent system failures have been identified which caused loss producing

events for instance the Tshwane train fires in February 2008. Weaknesses

identified by the Board of Inquiry are being addressed and plans are in the

process of being rolled to prevent recurrence of this.

A new process to identify strategic risks was started in March 2008. Strategic

risks were captured in the Infinity software programme and these risks are

used by Internal Audit for the planning of the 2008/09 Audit Programme.

3.5.2.2 Develop Fraud Prevention Plan.

The Fraud Prevention plan was developed and approved. We are busy with

the implementation planning which includes the establishment of a Fraud Hot

Line. User requirements have been submitted to Supply Chain Management

to source service providers. Roll out is planned to commence in July 2008.

This plan forms an integrated part of the Enterprise Risk and Security Plans.

5.5.2.3 Insurance Risk Management

The process of renewing the insurance policies is on track. We have taken a

decision to align the insurance policy renewal with the financial year in order

to ensure that budgeting reflect changes in insurance policy premiums. Actions

to renew the policy for 2009/10 will commence in October 2008 for completion

by January 2009 to allow for the negotiations to start as early as February

2009.

3.5.2.4 Principle Controlled Insurance Cover

A number of meetings were held locally to ensure that new projects, in particular

those associated with the 2010 World Cup Soccer event are properly covered

in terms of the Principle Controlled Insurance Policy. Many of the projects for

the 2010 World Cup Soccer as well as rail extensions exceed the limit of R

70m and 2 years in duration covered by the existing policy. Additional cover

will therefore have to be procured for these projects. Additional cover was put

in place in terms of the Principle Controlled Insurance policy to cover the

works under the upgrade programme for rolling stock. The existing principle

controlled insurance policy only covers projects up to R70 m per project and

for projects not exceeding two years in duration.

SARCC’s PERFORMANCE AGAINST OBJECTIVES (CONTINUED)
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3.5.2.5 SASRIA

We are facing a few challenges regarding asset insurance as the result of

public unrest. Several coaches were destroyed as the result of fire in the

Tshwane Region and damage was caused when Daveyton station was set

alight by angry commuters following train delays. It is a crime that the premiums

under this cover will substantially increase as a consequence of the incidents

above, which have cost the corporation to loose assets worth over R 200

million.

3.5.3 Protection and Security Services

A number of security chal lenges were faced during this period. The

implementation of the Security Learnership projects was delayed as a result

of various factors. Implementation also resulted in certain challengers on how

to deal with current service providers excluded from the project. A strategic

decision was taken to rather focus on the development of internal protection

services capacity than to rely on security learnerships. The total security

strategy was reviewed and aligned with the national railway police strategy.

The rollout of more than 2000 railway police has been a critical success.

Police statistics indicate that there is a decline in serious contact crime where

the police members are deployed. This will in turn result in a positive spin off

of bringing more commuters into the system as the perception of safety and

security increases. This positive picture is also reflected in our internal national

crime index that shows the lowest number of serious crimes per hundred

thousand commuters in the system since it was introduced as measure to

assess crime in the system several years ago. This measurement might soon

be replaced with an absolute measure stemming from the police crime

administration system which has been adopted to cater for the recording of

crime within the railway environment.

3.6 METRORAIL OPERATIONS

The Metrorail Operations department had a challenging year and some of the

key highlights of performance are as follows:

3.6.1 Business Express Services

The Soweto Business Express introduced in July 2007 was launched as a

flagship project to address the new demand for improved service delivery. It

offers reliability, comfort and safety to customers. Our commuters have moved

from making safety their primary need. Now their primary need is reliability.

They want a reliable public transport mode that will get them to their destination

on time.

Since its inception, the train service on the Naledi to Johannesburg Corridor

has improved to punctuality above 95%. It has indeed been of benefit to the

rest of service in this corridor. This service also offers park and ride facilities

at stopping stations and the train is manned by personnel on-board, including

security personnel.

The Soweto Business Express service was followed by the launch of the

Khayelitsha Business Express in the Western Cape Region and the Tshwane

Business Express in Gauteng. Park and r ide faci l i t ies and on-board

communication are part of the service. In the latter, a distribution and feeder

service was introduced as an added service. Both services have also received

an overwhelming support from the commuting public and the demand outstrip

the supply.

Metrorail has raised the bar in terms of service delivery and these models will

be used to improve services in all priority corridor including station operations

management.

3.6.2 Overcrowding

Overcrowding continues to the biggest worry in Metrorail Operations. Statistics

on Public fatalities and injuries are a serious cause for concern. The following

actions have been introduced to mitigate the risk:-

Introduction of platform marshals

Increase in dwell times

Service reviews to express services in the opposite direction of the

peak

Introduction of buses during the peak

SARCC’s PERFORMANCE AGAINST OBJECTIVES (CONTINUED)
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REPORT ON THE FINANCIAL STATEMENTS

Introduction

1. I have  audited the  accompanying group financial  statements of the South African  Rail Commuter Corporation Limited (SARCC),  which comprise the
consolidated and separate balance sheet as at 31 March 2008, consolidated and separate income statement, consolidated and separate statement of changes
in equity  and consolidated/separated cash flow statement for  the year then ended,  and  a summary of significant accounting policies and other explanatory
notes, as set out on pages 53 to 103.

Responsibility of the accounting authority for the financial statements

2. The accounting authority is responsible for the preparation and fair presentation of these financial statements in accordance with South African Statements of
Generally Accepted Accounting Practice and  in  the manner required by  the Public Finance  Management Act,  1999 (Act  No.  1 of  1999) (PFMA). This
responsibility includes:

• designing, implementing and maintaining internal control relevant to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error

• selecting and applying appropriate accounting policies
• making accounting estimates that are reasonable in the circumstances.

Responsibility of the Auditor-General

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

4. I conducted my audit in accordance with the International Standards on Auditing and General Notice 616 of 2008, issued in Government Gazette No. 31057 of
15 May 2008. Those standards require that I comply with ethical requirements and plan and perform the audit to obtain reasonable assurance on whether the
financial statements are free from material misstatement.

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

6. An audit also includes evaluating the:

• appropriateness of accounting policies used;
• reasonableness of accounting estimates made by management;
• overall presentation of the financial statements.

REPORT OF THE AUDITOR-GENERAL TO PARLIAMENT ON THE GROUP FINANCIAL STATEMENTS AND PERFORMANCE
INFORMATION OF THE SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED FOR THE YEAR ENDED 31 MARCH 2008
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7. I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis for my audit opinion.

Opinion

8. In my opinion the financial statements present fairly, in all material respects, the financial position of the South African Rail Commuter Corporation Limited and
group as at 31 March 2008 and its financial performance and cash flows for the year then ended, in accordance with South African Statements of Generally
Accepted Accounting Practice and in the manner required by the PFMA and section 28(3) of the Legal Succession to the South African Transport Services Act,
1989 (Act No. 9 of 1989).

OTHER MATTERS

Without qualifying my audit opinion, I draw attention to the following matters that relate to my responsibilities in the audit of the financial statements:

Non-compliance with applicable legislation

9. In terms of section 51(1)(a) of the Public Finance Management Act (PFMA) and Treasury Regulation 27.2.1 (d), a public entity is required to have an approved
risk management policy in place, duly approved by the Board of Control. The said policy has been drafted but not approved.
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Matters of governance

10. The PFMA tasks the accounting  authority with a number of responsibilities concerning financial  and risk management and internal control. Fundamental to
achieving this is the implementation of certain key governance responsibilities, which I have assessed as follows:

Matter of governance Yes No

Audit committee

• The public entity had an audit committee in operation throughout the financial year. �

• The audit committee operates in accordance with approved, written terms of reference. �

• The audit committee substantially fulfilled its responsibilities for the year, as set out in section 77 of the PFMA and Treasury
Regulation 27.1.8.

�

Internal audit

• The public entity had an internal audit function in operation throughout the financial year. �

• The internal audit function operates in terms of an approved internal audit plan. �

• The internal audit function substantially fulfilled its responsibilities for the year, as set out in Treasury Regulation 27.2. �

Other matters of governance

The annual financial statements were submitted for audit as per the legislated deadlines. �

The financial statements submitted for audit were not subject to any material amendments resulting from the audit. �

No significant difficulties  were experienced during the  audit concerning delays or the  unavailability of expected information
and/or the unavailability of senior management.

�

The prior year's external audit recommendations have been substantially implemented. �
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OTHER REPORTING RESPONSIBILITIES

REPORT ON PERFORMANCE INFORMATION

11. I have reviewed the performance information as set out on pages 48 to 103.

Responsibility of the accounting authority for the performance information

12. The accounting authority has  additional responsibilities as required by section 55(2)(a) of the PFMA to ensure that the  annual report and audited financial
statements fairly present the performance against predetermined objectives of the public entity.

Responsibility of the Auditor-General

13. I conducted my engagement in accordance with section 13 of the PAA read with General Notice 616 of 2008, issued in Government Gazette No. 31057 of 15
May 2008.

14. In terms of the foregoing, my engagement included performing procedures of an audit nature to obtain sufficient appropriate evi ence about the performance
information and related systems, processes and procedures. The procedures selected depend on the auditor’sjudgement.

15. I believe that the evidence I have obtained is sufficient and appropriate to report that no significant findings have been identified as a result of my review.

OTHER REPORTS

Investigations

16. An investigation into alleged irregular supplier payments within the Wits region was conducted by an external firm during the financial year under review for the
period 1  May 2006 to 31 January 2007.  The investigation  revealed certain  non-compliance  with PFMA and Treasury regulations as well as possible
irregularities in the appointment and  payments made  to certain suppliers.   Management  action was still  ongoing at  the reporting date.  However, the results
were taken into account during the audit and found not to have an effect on the audit opinion.

APPRECIATION

17. The assistance rendered by the staff of the South African Rail Commuter Corporation Limited during the audit is sincerely appreciated.

Pretoria

31/07/2008
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The Audit Committee reports that it has complied with its responsibilities, in

terms of section 38(1) (a) of the Public Finance Management Act and Treasury

Regulation 27.1.  The Audit Committee also reports that it has adopted formal

terms of reference as its Audit Committee Charter and has regulated its affairs

in compliance with this Charter and has discharged all its responsibilities as

contained therein. All weaknesses in the internal controls reported by the

internal and external auditors to the Audit Committee were considered for their

significance and potential for financial losses and, based on these reports, the

Audit Committee is of the opinion that whilst there are some control issues

that have been reported and are receiving attention, generally the effectiveness

of the internal controls of the Group is adequate.

EVALUATION OF FINANCIAL STATEMENTS

The Accounting Authority has:

reviewed and discussed with the external auditors and Executive management

the audited annual financial statements to be included in the annual report;

reviewed the external audit management letter and management response;

reviewed changes in accounting policies and practices; and

reviewed significant adjustments resulting from the audit.

The Accounting Authority concurs with and accepts the conclusions of the

Executive management of the annual financial statements and is of the opinion

that the audited annual financial statements be accepted and read together

with the report of the Executive management.

Date:

Mr. Mahesh Fakir 

Acting Chairman: Audit and Risk Management Committee

AUDIT COMMITTEE’s RESPONSIBILITY
SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED ANNUAL REPORT 2008
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The matters discussed in the directors’ responsibility statement are based on

Section 8.4 of the Code of Corporate Practices and Conduct (“the Code”)

outlined in the King Report on Corporate Governance for South Africa 2002.

While the Code is not required to be applied by all companies, all companies

should give due consideration to the application of the Code insofar as the

principles are applicable.

The company’s directors are responsible for the preparation and fair presentation

of the group annual financial statements and separate parent annual financial

statements, comprising the balance sheets at 31 March 2008, and the income

statements, the statements of changes in equity and cash flow statements for

the year then ended, and the notes to the financial statements, which include

a summary of significant accounting policies and other explanatory notes, and

the directors’ report, in accordance with South African Statements of Generally

Accepted Accounting Practice and in the manner required by the Public Finance

Management Act.

The directors’ responsibility includes: designing, implementing and maintaining

internal control relevant to the preparation and fair presentation of these

financial statements that are free from material misstatement, whether due to

fraud or error; selecting and applying appropriate accounting policies; and

making accounting estimates that are reasonable in the circumstances.

The directors’ responsibility also includes maintaining adequate accounting

records and an effective system of risk management.

The directors have made an assessment of the group and company’s ability

to continue as a going concern and there is no reason to believe the businesses

will not be going concerns in the year ahead.

The auditor is responsible for reporting on whether the group annual financial

statements and separate parent annual financial statements are fairly presented

in accordance with the applicable financial reporting framework.

Approval of group annual financial statements and annual financial statements

The annual financial statements of a company other than the auditor’s report,

shall be approved by its directors and signed on their behalf by two of the

directors or, if there is only one director, by that director, and group annual

financial statements shall similarly be approved and signed by the directors

of the holding company (section 298 of the Companies Act, 1973 (Act 61 of

1973).

The group annual financial statements and annual financial statements were

approved by the Board of Directors on the 30th July 2008 and signed on its

behalf by

DIRECTOR’s RESPONSIBILITY STATEMENT
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Mr. Zukile Nomvete

Chairman

Mr. Tshepo Lucky Montana

Chief Executive Officer

34



SARCC ANNUAL REPORT 2007/08

The Directors’ have pleasure in submitting and presenting, the South African Rail

Commuter Corporation Annual Report, for the period 1 April 2007 to 31 March

2008.

Directors’ Responsibilities

Annual Financial Statements

This report and the annual financial statements have been prepared in compliance

with the requirements of the Public Finance Management Act No1 of 1999, as

amended.

There are reasonable grounds to believe that the Corporation will be able to pay

its debts as and when they become due and payable. We are not aware, as at

the date of this statement, of any circumstances, which would render any

particulars included in the financial report to be misleading or inaccurate.

Nature of Business

The South African Rail Commuter Corporation is an agency of the Department

of Transport responsible for the provision of commuter rail services in South

Africa.  It has the custodianship of all commuter rail assets such as stations,

infrastructure and rolling stock.  Through its wholly owned subsidiary, Intersite

Property Management Services (Intersite), new stations are built, upgraded,

managed and maintained.

Going Concern

The directors have a reasonable expectation that the Group, with the ongoing

support of the government through the Department of Transport, has adequate

resources to continue its operations in the foreseeable future. The annual financial

statements have therefore been prepared on the going concern basis.

Black Economic Empowerment

BEE ranks as a priority and is fully integrated into all areas of our business, and

will continue to play a meaningful role in stimulating economic growth in South

Africa. In line with the Broad Based Black economic empowerment Act, as well

as our Supply Chain Management Policy, we have set specific targets for

procurement from black enterprises. Various committees have been instituted

with representation from all divisions, including senior management, to ensure

that the process remains transparent and fair at all times. We are fully committed

to use the resources at our disposal to further BEE advancement.

Code of Ethics

A formal Code of Conduct and Ethics requires all our employees to act with

utmost dignity and respect, whilst making rail a success. This Code seeks to

promote good working relations, manage conflicts of interest, and most importantly

regulate behavior of employees whilst performing their duties for SARCC as well

as ensuring that the group's integrity and credibility is protected.

Environment

The Group is aware of the necessity of maintaining the highest standard of

environmental care and complies with all regulations in this regard.

1. Financial Position and Results

1.1 Capital Funds

A total capital investment to the value of R2,2billion (2006/2007: R1.1 billion)

was made during the year under review. These funds were expended mainly

towards the upgrading and maintenance of the rolling stock, infrastructure upgrades

and station developments.

DIRECTORS REPORT
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1.2. Operational Funds

The Corporation received an operational subsidy of R2 259,1 million for the

2007/2008 financial year (2006/2007: R2 751.3 million).

1.3. Operational Results

Total Group income amounted to R1 682,3 million compared to R1 620,8 million

in 2006/2007. Fare revenue for ticket sales for twelve months have been included

in the results.

Group operating expenditure increased by 10%.

1.4. State Compensation

During the year, an amount of R2 259,1 million (2006/2007: R2 131,5 million)

was received from Government towards the financing of operations. This reflects

a increase of 6% (2006/2007: increase of 31,9%) on the previous year. Capital

expenditure subsidy received amounted to R2 172,1 million (2006/2007:R1 208,6

million).

1.5. Subsidiary

The Corporation's interest in the subsidiary is summarised as follows:

Name Percentage
Shareholding

Issued
Capital

Amounts owing
by subsidiary
to companies

Attributable share of net profit

Intersite Property Management Services
(Pty) Ltd

Ordinary Shares
2007/2008 100 2 69 111 6 526

2006/2007 100 2 42 021 6 641

DIRECTORS REPORT (CONTINUED)
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2. Human Resources (HR)

The consolidation process of passenger rail entities has resulted in challenges

for the Human Resources department. Though not insurmountable, issues are

still being addressed. One critical challenge faced was the taxation of retirement

contributions of those employees that were transferred from Transnet

pension/retirement funds to the SARCC Provident Fund. This was due to the

legislation that governed such funds as well as the fact that the tax regime applied

to both fund types differed. At the same time the department has also started

preparations for the consolidation of Shosholoza Meyl into the SARCC.  The

structure for Head Office has been completed successfully and this has been

adopted by the business. The matching process of employees to the identified

positions has also started and will be concluded in the year 2009/10.

2.1. Training and Development

The SARCC has submitted a combined national plan (2007/2008) and report

(2006/2007) regarding skills development to TETA for this financial year. In total,

the SARCC has invested R43m in training which equates to 2.3% of payroll cost

as compared to 1.6% in the previous financial year. This investment is in line with

the organisation's strategy of Investing in Human Capital. A national training

strategy has been developed and adopted by the business and will focus on the

following: leadership development, engineering and technical skills, operations

training, adult basic education, partnerships with tertiary institutions, and early

childhood development programmes. The organisation has continued to maintain

its training provider status and has managed to address audit findings of TETA.

A significant focus is being given to technical training, and steps have been taken

to re-open the apprentice school in the Wits Region, and to establish accredited

training facilities in Cape Town and Durban.

2.2 Employment Equity

The Employment Equity Report submitted to the Department of Labour during

this financial year was a report for the whole organisation. This report, prior to

submission, was discussed with labour nationally. The plan for the next financial

year is to complete a comprehensive disability audit for the entire organisation.

The profile of the organisation as at the end of the financial year in comparison

with the previous financial year is as follows:-

Total Staff (all levels of employees)

2006/2007 2007/2008

Black 82% 82%

White 18% 18%

Female 26% 23%

Male 74% 77%
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Regarding the total staff analysis, there has been no significant change in terms

of the race profile of the organisation, but the indications are that the gender

profile is not improving which implies that either more females are exiting or that

fewer females are entering the organisation via the employment process. However,

the picture is different within the management levels as the organisation continues

to show progress in improving the black and gender profile in this critical area

of the business.

2.3. Employee Wellness Programme

The national Employee Wellness Programme (EWP) strategy was presented to

Exco in November 2007 and the Board in February 2008 respectively.  The EWP

Roll-out Plan was put together and cascaded down to the regions and rolled out

effectively.  Training was done by the EWP Department to Line Managers (ODIR

process) and regional representatives on how to effectively utilise the Employee

Wellness Programme.  Its main purpose is to enable Line Managers and supervisors

to identify early problems that might have a negative impact on the job performance,

thereby affect productivity.

The EWP Manager is an active member of the National Policy Dialogue on HIV

and AIDS Prevention and Impact Mitigation in the Transport Sector.  The HIV/AIDS

Strategic Plan was completed by this task team and will be launched by the

Minister of Transport.  World Aids Day was celebrated in December at Head Office

and all regions.  Voluntary Counseling and Testing (VCT) sessions were conducted

in the Corporation for the year under review.  A strong focus has been HIV/AIDS

educational awareness campaigns i.e.  Infobytes (Information on HIV/AIDS and

Health) newsletters are placed at strategic points. The Lifestyle Management

Programme is in place to assist affected employees and currently almost 60 non-

medical aid employees receive ARV's through this programme.  Part of the strategy

has been on providing assistance and support to care centres that care for children

affected or infected by HIV/Aids.

Management (Manager and above)

2006/2007 2007/2008

Black 63% 67%

White 37% 33%

Female 25% 28%

Male 75% 72%
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3. Corporate Governance

The Board of Control embraces the Code of Corporate Practice and Conduct as

set out in the King Report and ensures that the Corporation complies with the

Code. The need to operate the Group's activities in an open and accountable

manner with the highest level of integrity is recognised.

The Board is accountable to the Shareholder, the Department of Transport. The

role of the Board is to set strategic direction of the Corporation and oversee its

implementation and establish clear performance targets. The Board is governed

by a Code of Conduct.

The current Board was appointed in October 2006 for a period of three years. All

eleven non-executive members served on the Board of Control for the year under

review (except for one member who has since resigned as previously

reported).

The names of the directors are set out under note 4. The Board meets on a regular

basis and recognises its responsibility in terms of the Public Finance Management

Act, Corporate Governance, and regularly reports material matters to the Minister

of Transport. The Board has adopted the Guidelines on remuneration for both

Executive and Non-Executive established by the Department of Public Enterprise.

3.1 Risk Management

The Corporation has always sought a comprehensive view to risk management

in order to address risk inherent to strategy, operations, finance, compliance and

safeguarding the resulting organisational impact.

Over the last financial year (2007/2008), risk management assessment at

organisational, divisional and departmental level was carried out.  Progress was

made in extendinging the same to Intersite, our subsidiary organisation.

This holistic approach provides the assurance that, to the best of our capabilities,

the organisation is identifying, assessing and mitigating risks that could materially

impact on i ts performance in achieving the stated objectives.

i. Our Risk Management Approach

Our approach is composed of three key components: Risk governance, Risk

identification and Risk assessment and control. The implementation of the Fraud

Prevention Plan is proceeding smoothly and a fraud hotline will be established

in the first quarter of the year 2008/09.

The Fraud prevention plan seeks to:

• Encourage a culture within the SARCC and Intersite where all employees

and other stakeholders continuously behave ethically in their dealings

with, or on behalf of SARCC.

• Encourage all employees and other stakeholders to strive toward the

prevention and detection of fraud impact, or having the potential to

impact on the SARCC.

ii. Ongoing Maintenance and Review

The Risk and Fraud Management committee is responsible for the ongoing

maintenance and review of the Plan. This includes:

1. Evaluating reports of fraud and corruption received and highlighting

areas of fraud and corruption risk within SARCC.

2. Considering fraud and corruption threats to SARCC and making

recommendations to appropriate committee or management, and

implement recommendations.

3. Implementation of an effective ongoing process to identify risk and

measurement of its impact.

4. Collate risks from exposure, management, internal and external auditors

with plans to minimise these.

5. Reviewing and making appropriate amendment to the Code and Fraud

Policy.

6. Ensuring a confidential reporting process.

7. Ensuring that ongoing communication and implementation strategies

DIRECTORS REPORT (CONTINUED)
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are developed and implemented.

8. Gaining an understanding of current risk areas and how management

is managing these.

9. Ensuring management maintains a sound system of risk management

and internal controls.

The Plan will be reviewed on an annual basis, whilst progress with the

implementation of the various components will be reviewed on a quarterly basis.

We will also perform specific fraud and corruption detection reviews in the

following areas on a regular basis. This will include the conducting of presentations

to managers and staff to ensure that they have a more detailed understanding of

the fraud and corruption risks associated with these areas, thus also enhancing

the prospect of detecting irregularities earlier. These include:

• Procurement/supply chain management, including urgent/emergency

matters.

• Sole suppliers and vetting of suppliers and other trading partners.

• Conflicts of interest and private work declarations.

• Insurance.

• Compliance to delegations of authority.

• Budget control.

• Creditor payments, including control over cheques.

• Payrol l ,  including bonus payments and leave control .

• Project management, both in Rolling Stock and Portfolio Management.

• Property valuations.

4. Board of Control

The affairs of the Corporation are managed by the Board of Control, which includes

members from National Treasury and the Department of Transport. The Minister

of Transport appoints board members, including the Chairman.

Board of Control (BOC)

Title Name Position Appointed Retained

Mr. Z. Nomvete Chairman 1 October 2006 �

Mr. V. Twala Non-executive 1 October 2006 �

Mr. P. Moiloa Non-executive 1 October 2006 �

Mr. S. Buthelezi Non-executive 1 October 2006 �

Mr. B. Boshielo Non-executive 1 October 2006 �

Adv. N. Tshombe Non-executive 1 October 2006 �

Ms. B. Gasa Non-executive 1 October 2006 �

Ms. M. Serobe Non-executive 1 October 2006 �

Mr. K. Pillay Department of Transport 1 October 2006 �

Mr. M. Fakir NationalTreasury 1 October 2006 �

Mr. T.L. Montana CEO (ex officio) 1 July 2006 �

The following directors and members served on the Board of Control:
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Audit and Risk Management Committee

Title Name Position

Mr. M. Fakir Acting Chairperson

Mr. S. Buthelezi Member

Adv. N. Tshombe Member

Mr. V. Twala Member (co-opted)

4.1. Directors emoluments

Please refer to the Financial Statements

5. Internal Audit

SARCC has its own internal audit function, which is staffed by three employees

and assisted in discharging its duties by Manase Consortium. They perform

internal audit functions based on the audit plan as well as on the level of risk

associated with the various activities of the Corporation, as agreed with the Audit

and Risk Management Committee.

6. Internal Controls

Internal controls and systems are now designed to provide adequate assurance

of the integrity and reliability of the financial statements, to safeguard and maintain

accountability of its assets, and to minimise the risk of fraud.

7. Board Committees

The Board has five (5) committees, which assist in the good governance, allow

for detailed consideration of major issues, provide advice on sensitive matters

to the Board and examine matters that may be referred to it by the Board. Each

Committee adopted a Charter which are reviewed annually.

7.1. Audit and Risk Management Committee (ARM)

The Audit and Risk Committee supports the board in discharging its Corporate
Governance responsibilities in relation to:

• Accounting policies
• Finance reporting
• Internal controls
• Business ethics and Fraud prevention policies
• Risk Management

• Ensuring integrity of internal audit function

This Committee further monitors and approves the application of our financial
resources, determines the level of the budget required to deliver the Business
Plan objectives.

The Audit Committee comprises of four members of whom three, including the
Chairman, are non-executive members, and one member is from the National
Treasury. The Chief Executive Officer, Chief Financial Officer, Head of Internal
audit and External auditors attend meetings.
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7.2 Human Resources and Remuneration Committee (HR)

Human Resources and Remuneration Committee

Title Name Position

Ms. M. Serobe Chairperson

Mr. B. Boshielo Member

Mr. V. Twala Member

Mr. K. Pillay Member

The Human Resources and Remuneration Committee supports the Board in discharging its responsibilities relating to:

• Direct authority for, or consideration and recommendation to the Corporation of, matters relating to inter alia general staff policies, remuneration (executive

and directors’ fees), bonuses, service contracts and retirement funds.

• Staff well-being and sound corporate culture.

• The promotion of an efficient and effective workforce.

Finance, Capital and Procurement Committee

Title Name Position

Adv. N. Tshombe Chairperson

Ms. B. Gasa Member

Mr. B. Boshielo Member

Mr. K. Pillay Member

7.3. Finance, Capital and Procurement Committee (FCP)
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The Finance, Capital and Procurement Committee supports the Board in discharging its responsibilities relating to:

• Monitoring the implementation of procurement policies and processes. Successful negotiation of price reduction in prices charged, Fostering Black Economic

Empowerment (BEE) and Small Medium and Micro Enterprises (SMME).

• Adjudication of all capital investments projects, and tenders over R50 million.

• Ensure adherence to the principles contained in the framework for supply chain management issued by National Treasury.

7.4 Safety, Health and Environmental Committee (SHE)

Safety, Health and Environment Committee

Title Name Position

Mr. S. Buthelezi Chairperson

Mr. P. Moiloa Member

Mr. V. Twala Member

The SHE Committee supports the Board in discharging its responsibilities for the safety of commuters, employees and other users of the network as well as for

environmental protection. In discharging its responsibilities, the Committee:

• Ensures that the Corporation has effective safety and environmental policies, systems and programmes to meet all legislative responsibilities and to develop

and sustain a safety and environment culture.

• The SHE Committee has the responsibility to ensure that the commuter rail environment is safe, healthy and clean to both employees and the users of the

system.

7.5 Governance and Performance Committee (Governance)

Governance and Performance Committee

Title Name Position

Mr. Z. Nomvete Chairperson

Mr. P. Moiloa Member

Ms. B. Gasa Member
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• The objective of the Governance Committee is to ensure that SARCC is governed in a way that is efficient, responsible, transparent, and accountable to the

shareholder and the taxpayer.

• The Public Finance Management Act, 1999 (Act No. 1 of 1999), as amended, (PFMA) further imposes fiduciary duties to the Board, including a duty of care

and skill in managing the financial affairs of the Corporation.

• The Board is also obliged to maintain effective and transparent systems of internal controls, including internal audit.

• To ensure that Institutional arrangement within the Group are well understood and unambiguous for the effective discharge of the Corporation’s mandate

as contained in the Legal Succession Act read with the PFMA.

• To oversee and ensure performance of the Corporation in line with the approved Business Plan and Performance Agreement between the Corporation and

the Executive Authority.

8. Attendance of Meetings of the Board of Control

8.1 Board of Control meetings
*P – Present *A – Absent

Board of Control April
2007

May
2007

July
2007

Aug.
 2007

Sep.
2007

Nov.
 2007

Feb.
2008

Mar.
2008

13th 24th 25th 26th 30th 15th 12th AGM 29th 29th 14th

Mr. Z. Nomvete P P P P P P P P P P

Mr. V. Twala P P A P P P A P P A

Mr. P. Moiloa P P P P P P P P A A

Adv. N Tshombe P A P A P P A P P A

Ms. M.M Serobe P A A P P P A P P A

Ms. B. Gasa P A P P P P P A A P

Mr. N.S Buthelezi P A A P P A P P A P

Mr. B Boshielo P P P A P P P P P P

Mr. T. L Montana P P P P P P P P P P

Mr. K. Pillay P A P P P P P P P P

Mr. M. Fakir P A A A P P P P P P
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8.2 ARM Committee Members

Names May 10
2007

July 24
2007

 November15
2007

Mr. M. Fakir P P P

Adv. N. Tshombe P P P

Mr. S. Buthelezi P P P

Mr. V. Twala P A P

Mr. T.L. Montana P P P

8.3 HR Committee Members

Names May 5
2007

May 17
2007

May 24
2007

July 20
2007

Aug 14
2007

Sep 6
2007

Nov 15
2007

Nov 22
2007

April 8
2008

Ms. M.M Serobe P P A P P P P P P

Mr. V. Twala P P P P P P P P P

Mr. B. Boshielo P P P A P A P P P

Mr. K. Pillay P P A P A P A P P

Mr. T.L Montana A P P P P A P P P
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8.4 FCP Committee Members

Names May 15
2007

November 22
2007

February 22
2008

Ms. N. Tshombe P P P

Ms. B. Gasa P P P

Mr. K. Pillay P P P

Mr. B. Boshielo A A P

Mr. T.L Montana P P P

8.5 SHE Committee Members

Names March 8
2007

May
2007

Sep. 27
2007

Nov.7
2007

April 11
2008

Mr. S. Buthelezi P P A P P

Mr. V. Twala P P P P P

Mr. P. Moiloa P A P P P

Mr. T.L Montana P P P P P

8.6 Governance and Performance Management Committee

Names May 4 2007 May 15
2007

May 22
2007

July
2007

Nov. 22 2007

Mr. Z. Nomvete P P P P P

Ms. B. Gasa P P P A P

Mr. P. Moiloa P P P P P

Mr. T.L Montana A A A P P

DIRECTORS REPORT (CONTINUED)
SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED ANNUAL REPORT 2008

46



SARCC ANNUAL REPORT 2007/08

9. Corporate Details

9.1. Company Secretary

Mr. T. Mohube served as the Company Secretary throughout the year.

9.2. Registered Address

66 Jorissen Street

Jorissen Place

Braamfontein

Johannesburg

9.3 Postal Address

Private Bag X101

Braamfontein

2017

9.4 Bankers

Amalgamated Banks of South Africa - ABSA

Investec Bank

Rand Merchant Bank

Standard Bank

Website: http://www.sarcc.co.za
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2007 2008 Notes 2008 2007
R'000 R'000 R'000 R'000

ASSETS
7,118,175 8,711,434 Non-current assets 8,650,810 7,082,292
7,076,154 8,628,176      Property, plant and equipment 2 8,636,663 7,082,292

- 14,147      Intangible assets 3 14,147 -
42,021 69,111      Investment in subsidiary 4 - -

2,210,505 2,319,900 Current assets 2,439,198 2,287,352
332,843 282,548      Trade and other receivables 5 309,721 346,627
13,555 9,859      Other financial assets 6 9,859 13,555
56,420 104,273      Inventories 7 104,273 56,420

1,807,687 1,923,220      Cash and cash equivalents 8 2,015,345 1,870,750

9,328,680 11,031,334 Total assets 11,090,008 9,369,644

EQUITY AND LIABILITIES
3,275,496 2,754,351 Capital and reserves 2,789,254 3,303,873
4,248,258 4,248,258      Share capital 9 4,248,258 4,248,258
(972,762) (1,493,907)      Accumulated loss (1,459,004) (944,385)

4,889,823 6,676,096 Non-current liabilities 6,676,302 4,890,065
85,583 65,133      Other financial liabilities 10 65,133 85,583
67,767 59,952      Discounted lease agreements 11 59,952 67,767

121,888 152,308      Provision for insurance claims 12 152,308 121,888
-                   -      Deferred tax liability 31.3 206 242

75,737 44,508            Employee benefits 13 44,508 75,737
4,538,848 6,354,195      Capital subsidy and grants 14 6,354,195 4,538,848

   Company    Group

1,163,361 1,600,887 Current liabilities 1,624,452 1,175,706
751,304 975,968      Accounts payable 15 990,475 758,882
27,399 26,478      Deferred income 15 26,478 27,399
17,872 -      South African Revenue Services 16 - 17,872

122,253 252,570      Provisions 17 261,628 127,020
7,245 7,815      Short-term portion of discounted lease agreements 11 7,815 7,245

48,169 73,298     Short-term portion of provision for insurance claims 12 73,298 48,169
189,119 264,758     Short-term portion of capital subsidy and grants 14 264,758 189,119

9,328,680 11,031,334 Total equity and liabilities 11,090,008 9,369,644

CONSOLIDATED BALANCE SHEETS AS AT 31 MARCH 2008
SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED ANNUAL REPORT 2008

48



SARCC ANNUAL REPORT 2007/08

CONSOLIDATED INCOME STATEMENTS FOR THE YEAR ENDED 31 MARCH 2008
SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED ANNUAL REPORT 2008

2007 2008 Notes 2008 2007
R'000 R'000 R'000 R'000

4,246,892 3,977,471 Revenue 4,011,361 4,268,727
183,406 185,930      Operating leases rental income 18 219,820 205,241
60,000 60,000      Infrastructure assets rental 19 60,000 60,000

1,060,377 1,191,330      Fare revenue 20 1,191,330 1,060,377
2,751,274 2,259,119      Government subsidy 21 2,259,119 2,751,274

191,835 281,092      Capital subsidy and grants amortised 14 281,092 191,835

4,247,811 4,732,809 Operating expenses 4,764,961 4,270,338
543,356 640,753      Depreciation and amortisation 2/3 643,183 545,147
78,491 27,853      Loss on disposal of assets 22 27,858 78,591
34,913 (8,122) Impairment losses recognised/(written back) 23 (8,122) 34,913

137,963 125,617      Insurance claims 125,617 137,963
57,075 51,098      Insurance premiums 51,098 57,075

1,552,317 1,630,086      Maintenance and other expenditure 24 1,659,214 1,571,144
42,750 42,887      Infrastructure assets rental 19 42,887 42,750

222,619 266,504      Property portfolio expenses 209,962 182,374
117,106 -      Labour broker fee 25 - 117,106

1,461,221 1,956,133      Personnel cost and directors emoluments 26 2,013,264 1,503,275

(919) (755,338) Profit/(loss) from operations (753,600) (1,611)

191,494 50,580      Sundry income 27 51,133 192,237
- 36,219      Actuarial gain 36,219 -

   Company    Group

190,575 (668,539) Profit/(loss) before investment income and finance cost (666,248) 190,626

(30,867) (27,745)      Finance cost 28 (27,745) (30,904)
97,263 175,139      Finance income 29 183,203 102,908

256,971 (521,145) Profit/(loss) before taxation (510,790) 262,630

-                   -      Taxation 31 (3,829) 982

256,971 (521,145) Profit/(loss) for the year (514,619) 263,612
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COMPANY STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 MARCH 2008
SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED ANNUAL REPORT 2008

Company:
Ordinary Accumulated Company

share loss Total
capital

R'000 R'000 R'000

Balance as at 31 March 2006 4,248,258 (1,229,733) 3,018,525

Net loss for the year - 256,971                256,971
Balance as at  31 March 2007 4,248,258 (972,762) 3,275,496

Net loss for the year (521,145)               (521,145)

Balance as at  31 March 2008 4,248,258 (1,493,907) 2,754,351
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Group:
Ordinary Accumulated Group

share loss Total
capital

R'000 R'000 R'000

Balance as at 31 March 2006 4,248,258 (1,207,997) 3,040,261

Net loss for the year - 263,612                263,612
Balance as at  31 March 2007 4,248,258 (944,385) 3,303,873

Net loss for the year (514,619)               (514,619)

Balance as at  31 March 2008 4,248,258 (1,459,004) 2,789,254
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2007 2008 Notes 2008 2007
R'000 R'000 R'000 R'000

Cash flow from operating activities
648,079 (334,253)      Operating cash flows before working capital changes (329,527) 650,021
(93,534) 365,408      Changes in working capital 363,239 (98,440)
554,545 31,155      Cash generated from/(utilised in) operations 33 33,712 551,581
(25,644) (22,257)      Finance cost (22,257) (25,681)

-                   -      Deferred taxation 31.1 (36) (152)
-                   -      Taxation paid (3,829) 982

528,901 8,898 Net cash from/(used in) operating activities 7,590 526,730

Cash flow from investing activities
97,263 175,139      Investment income - interest received 102,908

1,772 -      Proceeds on sale of assets - 1,772
- (14,171)      Acquisition of intangible asset (14,171) -

(1,100,233) (2,212,482)      Acquisition of property, plant and equipment (2,217,266) (1,104,148)
(1,001,198) (2,051,514) Net cash used in investing activities (2,048,234) (999,468)

Cash flow from financing activities
(8,307) (9,444)      Proceeds/(repayment) on other financial liabilities (9,444) (8,307)
(8,091) (7,815)      Proceeds/(repayment) of discounted lease agreements (7,815) (8,091)
32,139 30,420      Proceeds/(repayment) on provision for insurance claims 30,420 32,139

1,208,598 2,172,078      Proceeds on capital subsidy and grants received 2,172,078 1,208,598
49,682 -      Promissory notes - 49,682

(12,996) (27,090)      Increase in loan to subsidiary - -
1,261,025 2,158,149 2,185,239 1,274,021

788,728 115,533 Net (decrease)/increase in cash and cash equivalents 144,595 801,283

   Company    Group

1,807,687 1,923,220 Cash and cash equivalents at the end of the year 8 2,015,345 1,870,750
1,018,959 1,807,687 Cash and cash equivalents at the beginning of the year 1,870,750 1,069,467

183,203
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1. Accounting Policies

Reporting entity

The South African Rail Commuter Corporation Limited (the Company) is governed

by the Legal Succession To The South African Transport Services Act No 9 of

1989. The consolidated financial statements of the Entity for the year ended 31

March 2008 comprise the Company and its subsidiary.(together referred to as

the “Group”).

1.1. Basis of preparation

1.1.1. Statement of compliance

The consolidated financial statements have been prepared in accordance with

South African Statements of Generally Accepted Accounting Practice, the Public

Finance Management Act of 1999 and specific regulations issued by National

Treasury.

1.1.2. Basis of measurement

The financial statements have been prepared on the historical cost basis except

for the following: financial assets and liabilities (including derivative instruments)

measured at fair value through profit or loss.

1.1.3. Functional and presentation currency

The consolidated financial statements are presented in Rand, which is the

Company's functional currency. All financial information presented in Rand has

been rounded to the nearest thousand.

1.1.4. Use of estimates and judgments

The preparation of financial statements in conformity with South African Statements

of Generally Accepted Accounting Practice requires management to make

judgments, estimates and assumptions that affect the application of policies and

reported amounts of assets, liabilities, income and expenses. Actual results may

differ from these estimates. These judgments and estimates are reviewed annually

by management. Revisions and accounting estimates are recognised in the period

in which the estimate is revised and in any future periods affected.

1.2. Significant accounting policies

The accounting policies set out below have been applied consistently to all periods

presented in these consolidated financial statements, and have been applied

consistently by all Group entities.

1.2.1. Basis of consolidation

Subsidiaries

Subsidiaries are those entities over whose financial and operating policies the

Group has the power to exercise control, so as to obtain benefits from their

activities. In assessing control, potential voting rights that are presently exercisable

are taken into account.

The consolidated financial statements incorporate the assets, liabilities and results

of the operations of the Company and all its subsidiaries. Results of subsidiaries

are included from effective dates of acquisition to effective dates of disposal.

Inter-company transactions have been eliminated on consolidation. 

The investment in subsidiaries is carried at cost less impairment losses.

1.2.2. Property, plant and equipment

(i) Owned assets
An item of property, plant and equipment is recognised as an asset:

• when SARCC has full control over it;

• it is probable that future economic benefits will flow to SARCC;

• the asset has a cost, or the value can be reliably measured.
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Property, plant and equipment (PPE) ceases to be recognised when it is disposed

of, or permanently withdrawn from use and there are no probable future economic

benefits from its disposal.

Gains and losses arising from the retirement or disposal of PPE are determined

as the difference between disposal proceeds and carrying amount of the assets

and are recognised as income or expenses in the income statement.

PPE is initially measured at cost, including all directly attributable costs necessary

to bring the asset to its required working condition for its intended use.

The amount capitalised, as part of the asset’s cost is the amount estimated to

be paid, discounted to the date of initial recognition.

The useful life of an asset is reviewed annually, and if expectations differ from

previous estimates, the changes shall be accounted for as a change in accounting

estimate in accordance with IAS 8 (AC103) - Accounting policies, changes in

accounting estimates and errors.

When parts of an item of property, plant and equipment have different useful lives,

they are accounted for as separate items (Major components) of property, plant

and equipment.

(ii) Leased assets

Operating leases

Leases where the lessor retains the risk 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.

(iii) Subsequent costs

The Group recognises in the carrying amount of an item of property, plant and

equipment the cost of replacing part of such an item when that cost is incurred

if it is probable that the future economic benefits embodied within the item will

flow to the Group and the cost of the item can be measured reliably. All other

costs are recognised in profit or loss as an expense as incurred.

(iv) Depreciation

All property, plant and equipment other than land are depreciated on the straight-

line basis to write off the cost of assets to their residual values over the following

estimated useful lives:

• Facilities: 5 - 50 years

• Infrastructure: 2- 110 years

• Rolling stock: 33 years for undercarriage, 12 years for components

• Moveable assets & workshop equipment: 3 - 10 years

• Land is not depreciated as it is deemed to have an indefinite life.

Depreciation does not cease when the asset becomes idle or is retired from active

use unless the asset is fully depreciated.

Work-In-Progress (WIP) represent assets under construction and are transferred

to the appropriate category of assets on receipt of completion certificates, when

the asset is ready for use. Depreciation commences on the date of transfer.

1.3. Intangible assets

Development cost of intellectual property or copyrights are recognised as an

asset  when the following conditions are met:

• Technical and commercial feasibility of the product;

• There are sufficient resources to complete the project and to use the

asset;

• The Company can demonstrate how the projects will generate future

economic benefits;

• The cost can be measured reliably.

Intangible assets are amortised over the useful life of the product.
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The useful life of an intangible asset is reviewed annually, and if expectations

differ from previous estimates, the changes shall be accounted for as a change

in accounting estimates.

• Copyright 50 years

Where there is no asset recognition, the expenditure is recognised as an expense

in the period in which it is incurred.

1.4. Impairment

The carrying amounts of the Group's non-financial assets other than inventory

and deferred tax assets are reviewed at each reporting 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 of the

asset is the higher of its fair value less costs to sell and its value in use.

In assessing value in use, the expected future cash flows from the asset 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 in the income statement whenever the carrying

amount of asset exceeds its recoverable amount.

An impairment loss in respect of a financial assets measured at amortised cost

is calculated as the difference between the carrying amount and the present value

of the estimated future cash flows discounted at the original effective interest

rate.

All impairment losses are recognised in profit and loss.

A previously recognised impairment loss is reversed if there is an indication that

the impairment loss may no longer exist and 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 financial assets an impairment loss is reversed if the reversal can be related

objectively to an event occurring after the impairment loss was recognized. The

reversal is recognised in profit or loss.

1.5. Inventories

Inventories are stated at the lower of cost and net realisable value. Inventories

are hold as spare parts for maintenance or capital additions on rolling stock and

net realisable value is determined by raising an appropriate provision for obsolete

and damaged items. Cost is determined on the weighted average method.

1.6. Provisions

Provisions are made from unavoidable liabilities of uncertain amount or uncertain

timing of settlement. These provisions are recognised when a company has a

present legal or constructive obligation as a result of past events, for which it is

probable that an outflow of resources embodying economic benefits will be

required to settle the obligation, and a reliable estimate of the amount of the

obligation can be made. Provision for insurance costs is recognised only when

the reimbursement is virtually certain.

The carrying amount of each provision is reviewed at reporting date and adjusted

if necessary to reflect the best estimate of the consideration required to settle the

present obligation as at that date.  A provision is reversed to the extent that it is

no longer probable that a future sacrifice of economic benefits will be required

to settle the obligation.

1.7. Revenue recognition

Revenue is recognised when it is probable that future economic benefits will flow

to the enterprise and these benefits can be reliably measured.

SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED ANNUAL REPORT 2008
ACCOUNTING POLICIES (Continued)
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(i Services

Revenue from the rendering of passenger services is recognised in the period the

service is rendered. It comprises of ticket sales to train commuters for passenger

journeys.

(ii) Operating lease income

Revenue from property management activities is recognised as income on a

straight-line basis over the lease term, unless another systematic basis is more

representative of the time pattern in which use benefit from the leased asset is

diminished.

Recoveries of operating costs (for example, rates and taxes, water and electricity)

are recognised as income, as the costs are charged to lessees and are also

included in revenue.

(iii) Investment income

Interest income from investments is recognised on a time proportion basis, taking

account of the principal outstanding amount and the effective rate over the period

to maturity, when it is probable that such income will accrue to the group.

1.8. Government grants and subsidy

Government grants relating to capital expenditure are recognised initially as

deferred income when there is reasonable assurance that they will be received.

Where grants and subsidies relate to the purchase of property, plant and equipment

it is classified as non-current liabilities and are released to the income statement

on a straight-line basis over the average period of the lifetime of the assets.

Grants relating to operational expenditure are recognised in the income statement

as they are received.

Grants and capital subsidies are not repayable.

1.9. Expenses

(i) Net financing costs

Net financing costs comprise interest payable on borrowings calculated using

the effective interest rate method , interest receivable on funds invested, dividend

income and foreign exchange gains and losses.

Interest income is recognised in the income statement as it accrues, using the

effective interest rate method. Dividend income is recognised in the income

statement on the date the entity's right to receive payments is established which

in the case of quoted securities is usually the ex-dividend date. The interest

expense component of finance lease payments is recognised in the income

statement using the effective interest rate method.

(ii) Borrowing costs

Borrowing costs are expensed through the income statement as incurred.

1.10. Taxation

(i) Income Tax

SARCC is exempt from the payment of transfer duty, stamp duty, levy or any law

that would have been payable (excluding customs and excise, VAT and PAYE,

in terms of the Legal Succession Act to the South African Transport Services No.

9 of 1989 Sec. 31(4).

Intersite Property Management Services, a subsidiary of SARCC, is a taxable

entity, therefore subject to the Income Tax Act.  Income tax is recognised in the

income statement except to the extent that it relates to items recognised directly

ACCOUNTING POLICIES (Continued)
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in equity, in which case it is recognised in equity. Current tax is the expected tax

payable on the taxable income of the year, using tax rates enacted or substantially

enacted at the balance sheet date, and any adjustment to tax payable in respect

of previous years.

(ii) Deferred Tax

Deferred tax is provided using the balance sheet liability method, providing for

temporary differences between the carrying amounts of assets and liabilities for

financial reporting purposes and the amounts used for taxation purposes. The

amount of deferred tax provided is based on the expected manner of realisation

for settlement of the carrying amount of assets and liabilities, using tax rates

enacted or substantively enacted at the balance sheet date.

A deferred tax asset is recognised only to the extent that it is probable that future

taxable profits will be available against which the asset can be utilised.

1.11. Employee benefits

1.11.1. Short-term employee benefits

The cost of all short-term employee benefits is recognised during the period in

which the employee renders the related service. The accrual for employee

entitlements to salaries, performance bonuses and annual leave represent the

amounts for which the group has, a present obligation to pay as a result of the

employee's services provided. The accruals have been calculated at undiscounted

amounts based on current salary levels.

1.11.2. Retirement benefits

The group operates a defined contribution plan, the assets of which are held in

separate trustee-administered funds. Professional independent actuaries actuarially

value these funds. The contributions are charged to the income statement in the

year to which they relate.

The Company’s legal obligation is limited to the amount contributed to the fund.

The actuarial and investment risks are borne by employees.

Metrorail also operates a defined benefit fund as well as a defined contribution

fund administered by Transnet Pension Fund Administrators. The assets of the

funds are held separate from those of the entity. The funds are actuarially valued

by independent professional consulting actuaries.

The benefit cost and obligations under the defined benefit fund are determined

using the attained age method. The benefit costs are recognised in the income

statement. Any actuarial gains or losses are recognised in profit or loss in the

period in which they arise.

Past service cost is recognised immediately to the extent that the benefits have

already vested, and are otherwise amortised on a straight-line basis over the

average period until the amended benefits become vested.

Contributions to the defined contribution fund are charged to the income statement

during the year to which they relate.

The amount recognised in the balance sheet represents the present value of the

defined benefit obligation and reduced by the fair value of the plan assets. Any

resulting asset is limited to the present value of available refunds and reductions

in future contributions to plan.

1.11.3. Post-retirement Medical Benefit

Post-retirement medical benefits are provided through Transnet Group to qualifying

employees and pensioners. The benefit costs are determined through annual

actuarial valuations by independent consulting actuaries using the projected unit

credit method. Any actuarial gains or losses are recognised in profit or loss in

the period in which they arise.

ACCOUNTING POLICIES (Continued)
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1.12. Leases

Group companies as lessor:

The Company, as lessor, enters into a variety of operating lease agreements with

third parties in order to maximise the inflow of economic benefits from government

assets.  Leases where a significant portion of the risks and rewards of ownership

are retained by the Company are classified as operating leases. Assets leased

out under operating leases are included in property, plant and equipment in the

balance sheet.  Except for land (which is not depreciated), such assets are

depreciated over their expected useful lives on a basis consistent with similar

owned property, plant and equipment.

1.13. Financial instruments

Financial instruments are contracts that give rise to both a financial asset of one

entity and a financial liability of another entity.  They include cash at bank,

receivables, investments, payables, property lease incentives derivative financial

instruments, and financial guarantees.

1.13.1. Financial risk factors

The Group has exposure to the following risks from its use of financial instruments:

(i) Interest rate risk

The Company's income and operating cash flows are substantially independent

of changes in market interest rates.

(ii) Credit risk

Concentrations of credit risk with respect to trade receivables are limited either

because debtors are other government entities or due to the Company's large

number of tenants under operating lease agreements.  Where relevant, the

Company has policies in place to ensure that transactions only take place with

customers with an appropriate credit history.

Cash transactions are limited to high credit quality financial institutions.

(iii) Liquidity risk

The Company maintains sufficient cash resources and receives substantial cash

allocations from government on a monthly basis, in order to act as an agent for

government in the provision of rail commuter services.

1.13.2. Types of financial instruments

Financial instruments recognised on the balance sheet include cash and cash

equivalents, accounts receivable, accounts payable and interest bearing debt.

Financial instruments are initially measured at cost, when the Company becomes

a party to the contractual arrangements. The subsequent measurement of financial

instruments is dealt with below.

1.13.2.1.Derivative instruments

Derivative financial instruments are recognised initially at cost. Subsequent to

initial recognition, derivative financial instruments are stated at fair value. The gain

or loss on re-measurement to fair value is recognised immediately in profit or

loss.

1.13.2.2.Trade and other receivables

Trade and other receivables originated by the Company are stated at cost less

impairment.  Impairment is established when there is objective evidence that the

group will not be able to collect all amounts due according to the original terms

of the receivables.
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1.13.2.3.Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits. For the

purposes of the cash flow statement, cash and cash equivalents consists of cash

and cash equivalents as defined. Cash and cash equivalents are stated at fair

value.

1.13.2.4.Trade and other payables

Trade and other payables are stated at amortised cost using the effective interest

rate method.

1.13.2.5. Interest bearing borrowings

Interest bearing borrowings are recognised initially at fair value less attributable

transaction costs. Subsequent to initial recognition interest bearing borrowings

are stated at amortised cost with any difference between cost and redemption

value being recognised in the income statement over the period of the borrowing

on an effective interest basis.

1.13.2.6.Deferred income

Deferred income represents rental received in advance in respect of certain lease

agreements and is recognised as income over the period of each lease agreement.

1.13.2.7. Income received in advance

Income on ticket sales for the period of April 2008 received in March 2008, has

been recognised as pre received income at year end.

SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED ANNUAL REPORT 2008
ACCOUNTING POLICIES (continued)
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2 Property, plant and equipment

Land Facilities Rolling Infrastructure Moveables Assets under Total
Stock Assets & Workshop Construction

R'000 R'000 R'000 R'000 R'000 R'000 R'000
Company
Carrying value at 1 April 2006 1,115,473 1,368,656 2,297,796 1,053,024 47,231 752,273 6,634,453

                    1,100,233 1,100,233Additions -                    -                  -                     -
Capitalisations -                    92,705 519,904 129,994 29,495 (772,098) -

                    -Impairment loss recognised - (7,576)         (27,336) -                      - (34,912)
                    -Disposals/derecognitions (390) (15,441)       (64,433) -                      - (80,264)

Depreciation - (61,335) (302,543) (160,335) (19,143) - (543,356)
Closing balance 1,115,083 1,377,009 2,423,388 1,022,683 57,583 1,080,408 7,076,154

Cost 1,115,083 2,051,514 4,200,432 1,914,355 85,707 1,080,408 10,447,499
Accumulated depreciation - (666,929) (1,673,473) (891,672) (28,124) - (3,260,198)
Accumulated impairment losses - (7,576)         (103,571) -                    -                     - (111,147)
Carrying value at 31 March 2007 1,115,083 1,377,009 2,423,388 1,022,683 57,583 1,080,408 7,076,154

Carrying value at 1 April 2007 1,115,083 1,377,009 2,423,388 1,022,683 57,583 1,080,408 7,076,154
Additions -                    -                  -                     -                    -                     2,212,482 2,212,482
Capitalisations -                    143,517 1,487,355 138,644 32,056 (1,801,572) -
Impairment loss recognised - (548) 8,670 -                    -                     -                   8,122
Disposals/derecognitions (872) (1,735) (21,591) (3,605) (50) - (27,853)
Depreciation - (57,623) (380,550) (175,259) (27,297) - (640,729)
Closing balance 1,114,211 1,460,620 3,517,272 982,463 62,292 1,491,318 8,628,176

Cost 1,114,211 2,192,339 5,489,985 2,045,985 117,685 1,491,318     12,451,523
Accumulated depreciation - (723,600) (1,877,811) (1,063,522) (55,393) - (3,720,326)
Accumulated impairment losses - (8,119)         (94,902) -                    -                     - (103,021)
Carrying value at 31 March 2008 1,114,211 1,460,620 3,517,272 982,463 62,292 1,491,318 8,628,176
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Land Facilities Rolling Infrastructure Moveables Assets under Total
Stock Assets & Workshop Construction

     R'000               R'000 R'000 R'000 R'000 R'000 R'000
Group
Carrying value at 1 April 2006 1,115,473 1,368,656 2,297,796 1,053,024 51,345 752,273 6,638,567

             1,100,233                    3,915                  -                    -Additions -                      -      1,104,148
                    92,705 519,904 129,994 29,495Capitalisations - (772,098) -

                     -                    -         (27,336)Impairment loss recognised - (7,576) - (34,912)
               -                    (100)(390) (15,441) (64,433)Disposals/derecognitions - (80,364)

        (160,335)       (20,934)       (302,543)Depreciation - (61,335) - (545,147)
Closing balance 1,115,083 1,377,009 2,423,388 1,022,683 63,721 1,080,408 7,082,292

Cost 1,115,083 2,051,514 4,200,432 1,914,355 99,226 1,080,408 10,461,018
       (35,505)     (1,673,473)Accumulated depreciation - (666,929)      (891,672) - (3,267,579)
                    -         (103,571)Accumulated impairment losses - (7,576) -                      - (111,147)

Carrying value at 31 March 2007 1,115,083 1,377,009 2,423,388 1,022,683 63,721 1,080,408 7,082,292

Carrying value at 1 April 2007 1,115,083 1,377,009 2,423,388 1,022,683 63,721 1,080,408 7,082,292
             2,212,482                    4,784                  -                    -Additions -                      -      2,217,266

        32,056       1,487,355                    143,517Capitalisations -        138,644 (1,801,572) -
                     -(548) 8,670Impairment loss recognised -               -                    -                    8,122

           (55)         (21,591)              (1,735)Disposals/derecognitions (872)           (3,605) - (27,858)
       (29,727)       (380,550)Depreciation - (57,623)         (175,259) - (643,159)

Closing balance 1,114,211 1,460,620 3,517,272 982,463 70,779 1,491,318 8,636,663

         1,491,318     135,908     2,192,339Cost 1,114,211     5,489,985       2,045,985      12,469,746
Accumulated depreciation - (723,600) (1,877,811) (1,063,522) (65,129) - (3,730,062)

                    -Accumulated impairment losses - (8,119) (94,902) -                      - (103,021)
Carrying value at 31 March 2008 1,114,211 1,460,620 3,517,272 982,463 70,779 1,491,318 8,636,663

Included in the above are land and buildings leased to third parties under operating leases, where the Company is the lesso r. These assets have not
been separately identified. As the SARCC does not distinguish between owner-occupied and investment properties. The secondary objective of the
Company is to generate income from the exploitation of assets transferred to the Company by the Minister, as described in Section 23 of the
Legal Succession to the Transport Services Act no 9 of 1989, these assets have not been disclosed as investment property as the purpose is not to
realise capital appreciation in respect of assets or to hold them for sale. Only limited ascertainable market values can be placed on these assets as
they are part of station buildings which are mainly used to provide rail commuter services at the request of the Department of Transport.
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2007 2008 2008 2007
R'000 R'000 R'000 R'000

3 Intangible assets

-                     - Carrying value at 1 April 2007 - -
- 14,171 Additions 14,171 -
- (24) Amortisation (24) -
- 14,147 Closing balance 14,147 -

- 14,171 Cost 14,171 -
- (24) Accumulated amortisation (24) -
- 14,147 Carrying value at 31 March 2008 14,147 -

Copyright including the Product Design and Tool
Design of 10M4 Series 2 Rolling Stock Model

4 Investment in subsidiary

235 235 4.1 Unlisted shares at cost - -
41,786 68,876 Loans owing by the subsidiary - -
42,021 69,111 Net investment in subsidiary - -

The subsidiary was a subsidiary throughout the year.
The loan is interest free and no fixed terms of
repayment have been set. The holding entity's interest
in the aggregate income earned by the subsidiary ,
after taxation, amounted to R 6.5 million (2007:R 6.6
million).

   Company    Group
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Issued Ownership Voting power
Capital 2008 2008

The entity's sole subsidiary is: R'000 % %
Name
Intersite Property Management Services (Pty) Ltd 100 100
Country of Incorporation
RSA
Principal Activity
Property Management
Issued Capital 235

2 Ordinary shares of R1 each issued at a premium of
R235 461

Directors' valuation R 235 463 (2007: R 235 463 )
No movement in shares during the year.

4.2 Related party transactions with subsidiary
During the year, the company entered into transactions
with its wholly-owned subsidiary, Intersite Property
Management Services (Pty) Ltd. Services to the
related party are made at prices stipulated in the
management contract.

Related party transactions are summarised as follows:

(40,245) (56,541)
Management fee paid to subsidiary in respect of
property portfolio management.                      --

                     -41,786 68,876 Loan owing by subsidiary -
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5 Trade and other receivables

151,234 115,151  Trade receivables 142,323 164,668
19,581 22,887  Prepayments 22,887 19,581

-                     -  SARS Taxation - 349
52,856 35,214  SASRIA 35,214 52,856
3,581 15,688  Lloyds insurance 15,688 3,581

17,543 16,955  Debtors leasehold improvements 16,955 17,543
69,868 62,345  Rental income receivable 62,345 69,868
18,180 14,308  Other receivables 14,309 18,181

332,843 282,548 309,721 346,627

Receivables are shown net of impairment losses
amounting to R 6,5 million (2007: R 3.8 million)
recognised in the current year.

Provision for impairment

The entity's trade receivables are stated after
allowances for doubtful debts based on management's
assessment of the creditworthiness, an analysis of the
allowance is as follows:

(1672) (3898) Balance at the beginning of the year (3898) (1673)
(2225) (2617) Reversed from / charged to profit or loss (2617) (2225)
(3898) (6515) Balance at the end of the year (6515) (3898)
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6 Other financial assets

13,555 9,859 Africon rebate 9,859 13,555

An Interest Rate Swap Agreement was entered into
between First National Bank of Southern Africa Limited
(FNB) and Intersite Property Management Services
(Pty) Ltd (Intersite) (as an agent for SARCC) with a
rebate to Intersite, which is assumed to be the present
value of the fixed payment. The rebate amounts may
vary depending on variations between actual
experience over the life of the deal and that assumed
in arriving at the estimate payment. All rights were
ceded to SARCC.

7 Inventories

56,118 83,783 Maintenance stock 83,783 56,118
- 20,163 Stock for capital projects 20,163 -

302 327 Consumable materials 327 302
56,420 104,273 Inventories at cost 104,273 56,420
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8 Cash and cash equivalents

1,807,687 1,923,220 Cash and cash equivalents 2,015,345 1,870,750
1,807,687 1,923,220 2,015,345 1,870,750

9 Share capital

Authorised
4,248,258 4,248,258 4 248 258 440 ordinary shares of R1,00 each 4,248,258 4,248,258

Issued and fully paid
4,248,258 4,248,258 4 248 258 440 ordinary shares of R1,00 each 4,248,258 4,248,258

There were no movements in the share capital of the
company in either the 2008 or 2007 reporting years.
The shares are 100% owned by Government.

10 Other financial liabilities

46,956 28,557 Interest rate swap DFF 28,557 46,956
38,004 36,576 Interest rate swap FNB 36,576 38,004

623 - Derivative liability -
85,583 65,133 65,133 85,583

623
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Fixed payment legs are stated at quarterly payments of
interest amounting to 19,3%, accrued over each
quarterly period. The final payment date is the 13th of July
2010. For the 2008 financial year, the Thesele Group
valued the agreement with the zero coupon swap
curve used by Standard Bank, as at 31 March 2008.
The curve was bootstrapped from the Standard Bank
swap rates. Thesele derived implied forward rates
from the zero coupon swap curve. These rates were
used to project future floating payments under the
relevant swaps. The projected floating payments and
the fixed payments have both been discounted using
the zero coupon swap curve. The assumptions used
are that each leg consists of interest payments for the
relevant swap period, with no exchange of notionals at
any point. In addition there is no accounting for credit
risk on either side of the deal in the discounting of the
expected cash flows. (The same procedures were
followed during the 2007 financial year).

11 Discounted lease agreements

75,012 67,767 Total long-term liability 67,767 75,012
(7,245) (7,815) Less: short-term portion (7,815) (7,245)
67,767 59,952 59,952 67,767
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The long-term liability from Infrastructure Finance
Corporation Limited (INCA) consists of loans, which
arose as a result of discounting future operating lease
receivables from lessees in order to obtain funds to
effect improvements to the Company's properties,
mainly its station properties, which have been
capitalised to property, plant and equipment.  For a
description of  the Company's significant leasing
arrangements, refer to note 18. Interest is charged in
respect of these loans at fixed rates, which were
market-related at the time the loans were negotiated.
Repayments of the loans are made based on operating
lease rentals received from the lessee. These amounts
received by the SARCC and equivalent amounts are
then paid to INCA over the periods of the loans in
order to service capital and interest repayments.  The
SARCC has not provided physical security in respect
of these loans, as lessees are considered to be of a
certain credit rating such that they are not likely to
default on lease payments.

However, the SARCC remains liable to make
scheduled payments to INCA regardless of whether
lessees make payments to the SARCC or not. Refer to
table below for further information regarding
significant loans:
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Total
Receivables
Under Lease
Agreements Date of First Date of Last

Interest & On-Payable Monthly
Rate p.a. to INCA (R'000) Lessee in Underlying Lease Agreement Payment

16.25% 6,327
Autopax Passenger Services (Pty) Ltd (Trading as City-
to-City) 1-Nov-00 1-Oct-10

14.78% 21,994 Shosholoza Meyl - Durban and Pretoria 31-Aug-02 31-Jul-12
14.78% 46,383 Shosholoza Meyl - Johannesburg 28-Feb-03 31-Jan-13
15.11% 4,033 Shosholoza Meyl - Johannesburg Additional 28-Feb-03 31-Jan-13

12.60% 27,945
Shosholoza Meyl - Johannesburg, Durban and Pretoria
Additional 31-Mar-03 31-Jan-13

11.85% 29,835 Shosholoza Meyl - Cape Town 31-Jan-04 31-Dec-13
11.85% 24,673 Shosholoza Meyl - Germiston 31-Jan-04 31-Dec-13

12 Provision for insurance claims

The amount shown comprises the gross provision in
respect of certain insurance claims brought against
the Company by the commuters in respect of
accidents, which occurred in previous and current
years. It is not expected that the outcome will give rise
to  significant claims over and above the amounts
provided as the claims have already been registered
with the claims assessors.

Monthly
Payment
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141,202 170,057 Balance at the beginning of the year 170,057 141,202
97,226 112,030 Provisions made during the year 112,030 97,226

(68,371) (56,481) Payments made during the year (56,481) (68,371)
170,057 225,606 Closing balance at the end of the year 225,606 170,057
(48,169) (73,298) Less: short-term portion (73,298) (48,169)
121,888 152,308 Long-term portion 152,308 121,888

In terms of SA Law (Delictual liability) minors injured
in an accident have up to the age of 21 years to claim
for injuries sustained. Statistics over the past 15 years
indicate that no significant amount, other than
expected, has been claimed for these incidences.

13 Post retirement medical aid benefit

Employees of Metrorail participate in Transmed
medical scheme, administered by Metropolitan Health
Group (Pty) Ltd.

The actuarial projection method used to valuate the
fund is the Projected Unit Credit Method.
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The liability is made up of the following:
70,850 75,737 Accrued liability as at 31 March 2007 75,737 70,850
(2,419) (2,767) Contribution received (2,767) (2,419)
7,306 7,757 Expenses recognised in income statement (see below) 7,757 7,306

- (36,219) Actuarial gain recognised in income statement (36,219) -
75,737 44,508 Accrued liability as at 31 March 2008 44,508 75,737

Expenses recognised in income statement
5,223 5,488 Interest cost for the period 5,488 5,223
2,083 2,269 Service cost for the period 2,269 2,083
7,306 7,757 7,757 7,306

Principal actuarial assumptions at the balance sheet
date:
Discount rate: 9,25% per annum
Discontinued membership at retirement (non-
members) 60%
Expected retirement age: 63 years
Husband and wife age difference: 4 years
Orphan age: 18 years
Withdrawal rate: (0-15%) Unisex
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14 Capital subsidy and grants

14.1 Capital subsidy
3,530,411 4,556,011 Balance at beginning of the year 4,556,011 3,530,411
1,208,598 2,172,078 Capital subsidy received during the year 2,172,078 1,208,598
4,739,009 6,728,089 6,728,089 4,739,009
(182,998) (272,255) Less: amortised (272,255) (182,998)

4,556,011 6,455,834 6,455,834 4,556,011
(182,241) (258,233) Less: short-term portion (258,233) (182,241)

4,373,770 6,197,601 Balance at end of the year 6,197,601 4,373,770

14.2 Grants
180,793 171,956 Balance at beginning of the year 171,956 180,793

                     -- Grants received  during the year - -
180,793 171,956 171,956 180,793

(8,837) (8,837) Less: amortised (8,837) (8,837)
171,956 163,119 163,119 171,956

(6,878) (6,525) Less: short-term portion (6,525) (6,878)
165,078 156,594 Balance at end of the year 156,594 165,078

14.3 Total
3,711,204 4,727,967 Balance at beginning of the year 4,727,967 3,711,204
1,208,598 2,172,078 Capital subsidy and grants received during the year 2,172,078 1,208,598
4,919,802 6,900,045 6,900,045 4,919,802
(191,835) (281,092) Less: amortised (281,092) (191,835)

4,727,967 6,618,953 6,618,953 4,727,967
(189,119) (264,758) Less: short-term portion (264,758) (189,119)

4,538,848 6,354,195 Balance at end of the year 6,354,195 4,538,848
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Capital subsidies amortised over the lifetime of the
asset.

Capital subsidies receivable in the next  financial
years:
2008/2009 :         R 2 367,7 million
2009/2010 :         R 3 684,1 million
2010/2011 :         R 4 393,2 million

PTIFund receivable in the next financial years:
2008/2009 :         R 210 million
2009/2010 :         R 450 million

15 Accounts payable

751,304 975,968 Trade payables 990,475 758,882
27,399 26,478 Income received in advance 26,478 27,399

778,703 1,002,446 1,016,953 786,281

16 South African Revenue Services

17,872 - South African Revenue Services - 17,872

VAT payable on change in use of assets adjustments
with regards to the merger with Metrorail. Amount has
been settled in 2008 financial year.

73



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2008 (Continued)
SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED ANNUAL REPORT 2008

SARCC ANNUAL REPORT 2007/08

2007 2008 2008 2007
R'000 R'000 R'000 R'000

   Company    Group

17 Provisions

Employee leave provision
57,978 77,880 Opening balance 79,813 59,541
21,139 42,643 Additional provisions 45,083 22,531
(1,237) (32,451) Utilised during the year (34,025) (2,259)
77,880 88,072 Total 90,871 79,813

Performance bonus and salary parity
- 44,373 Opening balance 47,207 275

44,373 133,629 Additional provisions 139,532 47,207
- (13,504) Utilised during the year (15,982) (275)

44,373 164,498 Total 170,757 47,207

122,253 252,570 Total 261,628 127,020

A provision has been created for salary parity
adjustments on junior staff salaries. A liability for
employee benefits in the form of performance
measurements is recognised. The accrual is
calculated in terms of the rules of the Remuneration
Scheme.
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18 Operating leases rental income

18.1 Where the Company is lessor
The future minimum lease payments receivable under
non-cancellable operating leases are as follows:

183,406 185,930 Rental income received 219,820 205,241

90,123 88,766 Not later than 1 year 88,766 90,123
235,632 215,799 Later than 1 year and not later than 5 years 215,799 235,632

84,192 20,132 Later than 5 years 20,132 84,192
409,947 324,697 324,697 409,947
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18.1.1 Description of the Company as lessor's significant
leasing arrangements

18.1.1.1 Short-term commercial and residential operating
leases

The Company has entered into a number of short-
term commercial and residential operating leases in
respect of certain land and buildings with third parties,
in order to maximise the inflow of economic benefits
from government assets.  The average term of these
leases is between three and five years, and do not
provide for any purchase options. In some older lease
agreements, lessees have renewal options for a short-
term period if they have complied with all terms and
conditions of the original lease, and on renewal, lease
rentals are subjected to escalation. Newer lease
agreements have no renewal options but have rights of
first refusal should the Company  decide to continue
leasing the properties on expiry of the lease.  Lease
agreements generally contain a clause that they may
be cancelled at the option of the lessor after giving
sufficient notice to the lessee, should the lease
arrangements conflict with commuter services to be
provided.
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18.1.1.2 Commercial operating leases with improvements to
premises

SARCC entered into operating lease agreements with
the undermentioned parties:

Masstores (Pty) Ltd (trading as Game)
Autopax Passenger Services (Pty) Ltd (trading as City-
to-City)
Shosholoza Meyl - Durban and Pretoria
Shosholoza Meyl - Johannesburg
Shosholoza Meyl - Johannesburg Additional
Shosholoza Meyl - Johannesburg, Durban and Pretoria
Additional
Shosholoza Meyl - Cape Town
Shosholoza Meyl - Germiston

To effect improvements to the property, the SARCC
had to obtain financing from external sources.  SARCC
discounted cash flows from the lease agreements with
Infrastructure Finance Corporation Limited (INCA) in
order to obtain funds to pay for the improvements.
These amounts have been recognised as a long-term
liability (refer to note 10). In terms of the agreements,
SARCC is obliged to effect certain improvements to
the premises, which have been capitalised and
depreciated in the same manner as other similar
properties.
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18.1.1.3 Development operating leases

The Company has entered into a number of
operating leases with third parties for the lease of
land.  In terms of the agreements, the lessee is obliged
to effect leasehold improvements on the premises,
which remains the property of the lessor, without
compensation to the lessee, on termination of the
lease. Lease rentals charged for the land are market-
related, determined with reference to independent
valuations of the properties, and no incentive is given
to lessees in view of the leasehold improvements
which they are obliged to effect.  The terms of the
leases are generally between 20 and 50 years;
however, there are three instances where the lease
terms are 91, 84 and 83 years.  These leasehold
improvements are effected and financed by lessees,
who have exclusive rights of use of the buildings for
the period of the lease.  As a result, these buildings
are not classified as assets of the SARCC as defined
and therefore have not been capitalised in the books of
the Company.
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However, these assets will be capitalised on expiry of
the lease.  For additional information, refer to the note
on property, plant and equipment (note 2).

18.2 Where the Company is lessee
The future minimum lease payments payable under
non-cancellable operating leases are as follows:

16,279 16,925 Not later than 1 year 18,974 18,182
48,463 37,863 Later than 1 year and not later than 5 years 42,579 55,230

6,407 97 Later than 5 years 97 6,407
71,149 54,885 61,650 79,819
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18.2.1 Description of the Company as lessee's
significant leasing arrangements

Intersite Property Management Services (Pty) Ltd, a
subsidiary of SARCC, entered into an operating lease
for its office premises commencing on 1 May 2006 to
30 April 2011.  The agreement does not provide for
any renewal or purchase options.  Base lease rentals
of approximately R103,738 are payable on a monthly
basis, subject to escalations of 8% per annum,
calculated on a compounded basis on the anniversary
of the commencement date of the agreement. South
African Rail Commuter Company Ltd entered into an
operating lease in respect of its office premises on 1
December 2006 for a period of five years at an
escalation of 8% per year.

19 Infrastructure assets rental

60,000 60,000 Spoornet to pay SARCC 60,000 60,000
(42,750) (42,887) SARCC to pay Spoornet (42,887) (42,750)
17,250 17,113 Net income 17,113 17,250

This is based on the mutual agreement between
SARCC and Transnet.
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20 Fare revenue

1,060,377 1,191,330
Fare revenue comprises of ticket sales to train
commuters for passenger journeys. 1,191,330 1,060,377

21 Government subsidy

2,751,274 2,259,119

The government subsidy, which is received annually to
finance the operational deficit is not guaranteed,
however the following MTEF allocations have been
allocated as indicated: 2,259,119 2,751,274
2008/2009 :  Operational R 2 485,0 million
2009/2010 :  Operational R 2 683,7 million
2010/2011 :  Operational R 2 844,7 million

22 Loss on disposal of assets

64,433 21,591 Rolling stock 21,591 64,433
14,058 6,262 Other assets 6,267 14,158
78,491 27,853 27,858 78,591
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23 Impairment losses recognised/written back

34,913 (8,122)

AC 128 Impairment of assets requires an entity to
assess at each reporting date whether there is an
indication that an asset may be impaired and, if so, to
estimate the recoverable amount of the asset.

(8,122) 34,913

24 Maintenance and other expenditure

137,163 161,179 Material expenses 161,179 137,163
202,583 243,331 Energy expenses 243,331 202,583
540,282 440,803 Maintenance expenses 440,803 540,282

2,211 1,404 Rail planning 1,404 2,212
5,368 - National rail plan -                     5,368
1,015 4,755 Audit fee 5,041 1,197

69 1,097 Forensic audit fee 1,097 69
261,695 295,413 Security 295,413 261,695
123,856 92,179 Consultation fees 93,848 125,525

456 23,795 Repairs and maintenance: offices and equipment 24,195 856
21,604 26,577 Operating lease expenses: premises 29,921 24,328

265,325 350,559 Other expenditure 373,988 279,176
(9,310) (11,006) Derivative revaluation income (11,006) (9,310)

1,552,317 1,630,086 1,659,214 1,571,144
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25 Labour broker fee

117,106 - Labour broker fee - 117,106

Labour broker fee paid to Transnet for the use of
Transnet/Metrorail employees for the period 1 April
2006 to 30 April 2006.

26 Personnel cost and directors emoluments

101,785 113,628 Defined contribution plan expense 118,072 104,665
9,448 10,927 Unemployment Insurance Fund 11,331 9,586

1,341,421 1,822,120 Salaries and personnel cost 1,870,440 1,377,408

Executive committee (SARCC)
- TL Montana

1,380 2,074 Basic salary 2,074 1,380
120 160 Travel 160 120

- S Sithole (Appointed 1 March 2008)
- 128 Basic salary 128 -
- 15 Travel 15 -
-                     7 Provident fund 7 -

- AB Harrison (Resigned 31 May 2007)
949 322 Basic salary 322 949

25 8 Travel 8                    25
57 18 Pension fund 18 57
13 4 Deferred compensation 4                    13
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- LL Modipane (Resigned 31 August 2007)
736 791 Basic salary 791 736

40 40 Travel 40 40
44 44 Pension fund 44 44

5 5 Deferred compensation 5 5
- BD Kekana

496 942 Basic salary 942 496
36 62 Travel 62 36
31 53 Pension fund 53 31

- GN Mabumbula(Resigned 30 June 2007)
441 211 Basic salary 211 441
93 40 Travel 40 93
31 13 Pension fund 13 31

- ES Ngutshane
693 802 Basic salary 802 693
193 139 Travel 139 193
109 116 Provident fund 116 109

- T Mbikwana (Resigned 31 December 2007)
776 656 Basic salary 656 776

67 50 Travel 50 67
109 87 Provident fund 87 109

- KG Moonsamy
440 865 Basic salary 865 440

44 76 Travel 76 44
64 116 Provident fund 116 64

- BN Jacobs (Resigned 31 December 2007)
806 680 Basic salary 680 806

35 26 Travel 26 35
109 86 Provident fund 86 109
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Directors emoluments : non-executive (SARCC)
Directors fees:

28 222 - Z Nomvete 222 28
78 90 - B Boshielo 90 78
44 61 - S Buthelezi 61 44
27 76 - ZB Gasa 76 27

160 117 - P Moiloa 117 160
77 - - L Mothiba -                     77
83 - - JM Ngobeni -                     83
17 76 - MM Serobe 76 17
39 72 - N Tshombe 72 39
72 108 - VO Twala 108 72

Directors emoluments : non-executive (Subsidiary)

- - SH Chaba -                     189
- - F Lagadien -                     50
- - Adv C Mahlati -                     47
- - B Mkhize -                     46
- - L Mothiba -                     39
- - O Shelembe 55
- - T A Maraga-Tshivhase 83 46
- - DA Kganare 317 -
- - C Luvhani 112 -
- - L Mohapeloa 97 -
- - B Haywood 97 -
- - J Mazwi 83 -
- - R Moyo 109 -

Directors emoluments : executive (Subsidiary)
- - N Mandindi 1,759 1,582

-
-
-
-
-
-
-
-
-
-
-
-
-

-

1,461,221 2,013,2641,956,133 1,503,275
-                     - - T Mahlati 1,306 995
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2007 2008 2008 2007
R'000 R'000 R'000 R'000

   Company    Group

27 Sundry income

110,409 (170) Insurance recovered (170) 110,409
-                     - Consultation fees 553 743

1,029 2,692 Sale of material 2,692 1,029
80,056 48,058 Other 48,058 80,056

191,494 50,580 51,133 192,237

28 Finance cost

(18,123) (20,336) Interest paid on long-term liability (20,336) (18,123)
Unwinding of interest on post retirement medical aid
benefits

(5,488) (5,223)

(10,616) - Interest Transnet Ltd - (10,616)
3,095 (1,921) Interest other (1,921) 3,058

Interest Transnet Ltd. is in accordance with an
arbitration case regarding unpaid management fee.

29 Finance income

Interest received from banking institutions, on bank
balances and promissory notes.

183,203 102,90897,263 175,139

(30,867) (27,745) (27,745) (30,904)

(5,223) (5,488)

86



SARCC ANNUAL REPORT 2007/08

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2008 (Continued)

SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED ANNUAL REPORT 2008

2007 2008 2008 2007
R'000 R'000 R'000 R'000

   Company    Group

30 Fruitless and wasteful expenditure

- 1,702 Interest on late payments of municipal accounts. 1,702 -

31 Taxation

31.1 South African Normal Taxation:
-                     - Current tax (3,865) (1,937)
-                     - Deferred taxation 36 152
-                     - Overprovision of STC in prior years - 2,767
-                     - (3,829) 982

31.2 Reconciliation of rate of taxation: % %
-                     - Effective rate 0.22 0.11

Adjusted for:
-                     - Overprovision previous year 0.00 0.31
-                     - Exempt income SARCC 28.79 28.58

Change in effective tax rate (0.01) -
-                     - South African normal tax rate 29.00 29.00

31.3 Deferred taxation:
Deferred tax liability comprises of:
Balance at beginning of year 242 394
Change in effective tax rate (8) -
Movement during year (28) (152)

-                     - Total provision 206 242
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2007 2008 2008 2007
R'000 R'000 R'000 R'000

   Company    Group

32 Capital commitments

1,134,507 1,137,639 Commitments for future years in respect of contracts
entered into

1,151,118 1,138,739

(802,443) (1,006,443) Short-term commitments (1,019,922) (839,452)

332,064 131,196 Long-term commitments 131,196 299,287

The capital expenditure will be funded  through capital
subsidies from the Department of Transport.
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2007 2008 2008 2007
R'000 R'000 R'000 R'000

   Company    Group

33 Reconciliation of net loss before taxation to cash
generated from/(utilised in) operations

33.1 Operating cash flows before working capital
changes

256,971 (521,145) Net profit/(loss) before taxation (510,790) 262,630
Adjusted for:

543,356 640,753 Depreciation 643,183 545,147
78,491 27,853 Loss on disposal of assets 27,858 78,591
34,913 (8,122) Loss on impairment of assets (8,122) 34,913

2,225 2,617 Loss on impairment on trade and other receivables 2,617 2,225
(11,006) Fair value adjustments on other financial liabilities (11,006) (9,310)

4,887 (31,229) Fair value adjustments on post retirement benefit fund (31,229) 4,887

(5,223) (5,488)
Unwinding of interest on post retirement medical aid
benefits (5,488) (5,223)

(191,835) (281,092) Amortisation on capital subsidy and grants received (281,092) (191,835)
30,867 27,745 Finance cost 27,745 30,904

(97,263) (175,139) Income from investments (183,203) (102,908)
648,079 (334,253) (329,527) 650,021

(9,310)
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2007 2008 2008 2007
R'000 R'000 R'000 R'000

   Company    Group

33.2 Changes in working capital
3,209 47,678 Decrease/(increase) in trade and other receivables 34,289 (6,462)
3,690 3,696 Decrease/(increase) in other financial assets 3,696 3,690

(14,157) (47,853) Decrease/(increase) in inventories (47,853) (14,157)
(104,247) 206,792 Increase/(decrease) in trade and other payables 213,721 (102,411)

(64) (921) Increase/(decrease) in trade and other payables (921) (64)
1,417 570 Increase/(decrease) in discounted lease agreements 570 1,417

16,618 155,446 Increase/(decrease) in provisions 159,737 19,547
(93,534) 365,408 363,239 (98,440)

554,545 31,155 33.3 Cash generated from/(utilised in) operations 33,712 551,581

34 Contingent liabilities

34.1 Claim lodged by customer for damages including the
legal costs caused by loss of support and
maintenance that arose due to death of plaintiff's
husband at a stampede at Park Station.

1,262 1,607 Damages for loss of support 1,607 1,262
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2007 2008 2008 2007
R'000 R'000 R'000 R'000

   Company    Group

34.2 Johannesburg Water (Pty) Ltd issued Summons for
recovery of outstanding water and sewerage charges
at Braamfontein Station to the amount of
approximately R29 million in the High Court of South
Africa. The claim has been disputed as it is based on
unsubstantiated meter readings and a Notice of
Exception was filed, in respect of the discrepancies
and lack of calculations contained in the Summons.
The court proceedings are ongoing.

29,466 29,466 Total value of summons 29,466 29,466
(5,054) (5,054) Less: accrual based on estimated use (5,054) (5,054)
24,412 24,412 Municipal charges at Braamfontein Station 24,412 24,412

- 57,941

34.3 Various insurance claims at year end for personal
injuries Difference in estimate between insurance
brokers and attorneys handling the cases on SARCC's
behalf. 57,941 -

35 Prior period adjustments

During the previous financial year the Company
embarked on a physical asset verification project; and
assets not previously recognised have then been
capitalised in the financial records.

91



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2008 (Continued)
SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED ANNUAL REPORT 2008

SARCC ANNUAL REPORT 2007/08

2007 2008 2008 2007
R'000 R'000 R'000 R'000

   Company    Group

Effect of the prior period adjustments

59,691 - Increase in cost of facilities, movables and workshop - 59,691

(11,545) -
Increase in  accumulated depreciation of facilities,
movables and workshop - (11,545)

48,146 - Net effect on opening accumulated loss 1 April 2006 - 48,146

36 Defined benefit plan

SARCC operates a defined benefit fund administered
by Metropolitan Retirement Fund Administrators. The
assets of the funds are held separate from those of the
entity. The fund is actuarially valued by Alexander
Forbes Consultants & Actuaries; an independent firm
of professional consulting actuaries.

630,774 833,627 Fair value of plan assets 833,627 630,774
(500,838) (528,090) Total present value of obligations (528,090) (500,838)
129,936 305,537 305,537 129,936Surplus
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2007 2008 2008 2007
R'000 R'000 R'000 R'000

   Company    Group

Movement in liability for defined benefit obligations

(798,364) (500,838)
Liability for defined benefit obligations at 31 March
2007 (500,838) (798,364)

(55,574) (38,309) Interest cost (38,309) (55,574)
(15,814) (120,143) Current and past service cost (120,143) (15,814)

- (2,430) Member contributions (2,430) -
- 28,381 Settlement 28,381 -

24,422 45,646 Benefits paid 45,646 24,422
344,492 59,603 Actuarial (loss) /gain 59,603 344,492

(500,838) (528,090) (528,090) (500,838)

Movement in plan assets
822,356 630,774 Fair value of plan asset at 31 March 2007 630,774 822,356

77,049 64,704 Expected return 64,704 77,049
14,155 5,986 Contributions received 5,986 14,155

- (22,090) Settlement (22,090) -
(24,422) (45,646) Benefits paid (45,646) (24,422)

(258,364) 199,899 Actuarial (loss) /gain 199,899 (258,364)
630,774 833,627 833,627 630,774

Expenses recognised in profit or loss
(15,814) (3,979) Current service costs (3,979) (15,814)
(15,814) (3,979) (3,979) (15,814)

The principal actuarial assumptions used were as
follows:
Discount rate: 7.75%
Inflation rate:4.50% per annum
Salary increase rate:6.00% per annum
Pension increase allowance: 2.00 % per annum
Expected rate of return on plan assets:10.15%
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2007 2008 2008 2007
R'000 R'000 R'000 R'000

   Company    Group

37 Other related party transactions

Services rendered to (income) the following related
parties:

-                     - Agricultural Research Council -                     1,708
-                     2 Department of Labour 2 -
- 995 Department of Transport 995 -
- 196 Eskom 196 -
-                     - Gauteng Provincial Government 10,266 10,116
- 1,086 South African Airways 1,086 -

18,912 - South African National Roads Agency - 18,912
- 12 Telkom SA Limited 12 -
- 1,356 TETA 1,356 -

92 143,106 Transnet Limited and divisions/subsidiaries 143,106 92
19,004 146,753 157,019 30,828

Services rendered by (expenditure) the following
related parties:

-                     5 Department of Justice 5 -
- 89 Department of Transport 89 -
6 153,784 ESKOM 153,784 6
-                     - Estate Agency Board -                     9

502 - Sasol Gas (Pty) Ltd -                     502
- 1,767 South African Airways 1,767 -
- 32 South African Broadcast Commission 527 1

196,588 380 South African Bureau of Standards 380                 196,588
7                    187 South African Post Office 187 7

19,576 330,438 South African Revenue Services 330,843 19,877
779,320 - South African National Roads Agency - 779,320

569 609 Telkom SA Limited 1,741 1,200
527,983 1,605,631 Transnet Limited and divisions/subsidiaries 1,605,631 527,983

3 - Vodacom -                     3
1,524,554 2,092,922 2,094,954 1,525,496

94



SARCC ANNUAL REPORT 2007/08

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2008 (Continued)

SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED ANNUAL REPORT 2008

2007 2008 2008 2007
R'000 R'000 R'000 R'000

   Company    Group

Amounts owed by (accounts receivable) the
following related parties:

-                     - Agricultural Research Council 1,947 1,947
- 564 Department of Transport 564 -
5 4 ESKOM 4 5
-                     - Johannesburg Property Company 171 382

37,532 - South African National Roads Agency 79 37,611
- 671 South African Airways 671 -
-                     2 Telkom SA Ltd 2 -
- 553 TETA 553 -

30,083 82,210 Transnet Limited and divisions/subsidiaries 82,210 30,083
67,620 84,004 86,201 70,028

Amounts owed to (accounts payable) the following
related parties:

10 - Agricultural Research Council -                     10
2,772 713 ESKOM 713                 2,772

38 - Sasol Gas (Pty) Ltd -                     38
- 158 South African Airways 158 -
-                     - South African Broadcast Commission 495 -

770 10 South African Post Office 10 770
1                    3,976 South African Revenue Services 4,011 1

46,519 - South African National Roads Agency - 46,519
-                     6 Telkom SA Ltd 6 -

174,068 32,197 Transnet Limited and divisions/subsidiaries 32,197 174,068
224,178 37,060 37,590 224,178

Related party transactions were made on an arm's
length transactional basis.
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2007 2008 2008 2007
R'000 R'000 R'000 R'000

38 Loans and Receivable

38.1 Trade and other receivables

151,234 115,151 Trade receivables 142,323 164,668
19,581 22,887 Prepayments 22,887 19,581

-                      -  SARS Taxation - 349
52,856 35,214  SASRIA 35,214 52,856

3,581 15,688  Lloyds insurance 15,688 3,581
17,543 16,955  Debtors leasehold improvements 16,955 17,543
69,868 62,345  Rental income receivable 62,345 69,868
18,180 14,308  Other receivables 14,309 18,181

332,843 282,548 309,721 346,627

Trade receivables are stated at their cost which normally
approximate their fair value due to short-term maturity.

38.2 Doubtful receivable allowance

The entity's trade receivables are stated after allowances for
doubtful debts based on managament's assessment of the
creditworthiness, an analysis of the allowance is as follows:

(1,673) (3,898) Balance at the beginning of the year (1,672)
(2,225) (2,617) Reversed from / charged to profit or loss (2,617) (2,225)
(3,898) (6,515) Balance at the end of the year (6,515) (3,898)

The impairment provision for the property portfolio tenants is
based on detail analyses of tenant receivables at year end to
determine recoverability based on legal status and ageing.

Company Group

(3,898)
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2007 2008 2008 2007
R'000 R'000 R'000 R'000

Company Group

38.3 Cash and cash equivalents

1,807,687 1,923,220 Cash and cash equivalents 2,015,345 1,870,750
1,807,687 1,923,220 2,015,345 1,870,750

The fair value of cash and cash equivalents normally
approximates their carrying amount due to short-term maturity

38.4 Trade and other payables

751,304 975,968 Trade payables 990,475 758,882
27,399 26,478 Income received in advance 26,478 27,399

778,703 1,002,446 1,016,953 786,281

Trade payables are stated at their cost which normally
approximate their fair value due to short-term maturity.

39 Risk Disclosure

39.1 Financial Risk Management
39.1.1 Credit Risk Management

Credit risk refers to the risk that a counterparty will default on its
contractual obligations resulting in financial loss to the entity. The
entity has adopted a policy of only dealing with creditworthy
parties.

The entity preforms ITC checks on tenants before contracts are
entered into. Tenants are required to pay deposits, provide
guarantees or sureties based on their risk profile.
Financial assets, which potentially subject the entity to credit risk,
consists principally of cash and cash equivalents,  loans and
receivables and trade and other receivables.
The Entity’s cash and cash equivalents are placed with high
credit quality financial institutions.
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Company Group

Concentrations of credit risk with respect to trade receivables are
limited either because debtors are other government entities or
due to the Company’s large number of tenants under operating
lease agreements.  Where relevant, the Company has policies
in place to ensure that transactions only take place with
customers with an appropriate credit history.

39.1.2  Maximum Exposure to credit risk

The entity’s exposure to credit risk with regards to loans and
receivables are limited due to collateral held (See note below on
collateral).
The carrying amounts of financial assets, represent the entity's
maximum exposure to credit risk in relation to these assets.
Tenant receivables comprise of hawkers, residential and
commercial tenants in the following percentages:

% % % %
1 1 Hawkers 1 1
7 6 Residential 6 7

92 93 Commercial 93 92
100 100 100 100

Commercial tenants are deemed to be low risk compared to
residential tenants, therefore minimising exposure to credit risk.
There has been no significant change during the financial year,
or since the end of the financial year, to the entity's exposure to
credit risk. The approach to the measurement has remained
constant for the current and prior year in line with the objectives,
policies and procedures for managing this risk.
The carrying amount of financial assets recorded in the financial
statements, which is net of impairment losses, represents the
entity’s maximum exposure to credit risk without taking into
account the value of any collateral obtained:

151,234 115,151 Trade receivables 142,323 164,668
52,856 35,214 SASRIA 35,214 52,856

3,581 15,688 Lloyds insurance 15,688 3,581
69,868 62,345 Rental income receivables 62,345 69,868
18,180 14,308 Other receivables 14,309 18,181

295,719 242,706 269,879 309,154
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39.1.3 Collateral

For all tenant receivables collateral is held in the form of tenant
deposits, guarantees or sureties based on their risk profile of the
respective tenant.

39.1.4 Credit Quality

The following represents information on the credit quality of trade
receivables that are neither past due nor impaired:

The entity trade receivables are tenants that have entered into
rental contracts. All tenants prepay amounts therefore if a tenant
has not paid the amount is past due.

All the other trade receivable that are neither past due nor
impaired relate to government entities and therefore there is no
risk of default.
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39.1.5 Age analysis of financial assets that are past due but not
impaired

1 - 30 days
past due

31- 60 days
past due

61 - 90 days
past due

91-120 days
and past 120 Total

R'000 R'000 R'000 R'000 R'000
2008 - Group
Trade receivables 8,013 16,327 7,253 87,350 118,943
Tenant trade receivables 3,313 7,204 3,836 7,072 21,425

2007
Trade receivables 5,955 1,477 5,046 119,308 131,786
Tenant trade receivables 5,646 1,765 727 1,542 9,680

2008 - Entity
Trade receivables 8,013 1,855 314 87,350 97,532
Tenant trade receivables 3,313 7,204 3,836 7,072 21,425

2007
Trade receivables 5,955 1,477 907 119,308 127,647
Tenant trade receivables 5,646 1,765 727 1,542 9,680

39.2 Liquidity Risk Management
Liquidity risk is the risk that the entity will not be able to meet its financial obligations as they fall due.

The group’s approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under
both normal and stressed conditions, without incurring unacceptable losses of risking damage to the group’s reputation.

The group receives a guaranteed subsidy from National Treasury through the MTEF allocation process to meet all current and future obligations.
The following table detail the entity’s remaining contractual maturity for its financial liabilities. The table have been drawn up based on the undiscounted cash
flows of financial liabilities based on the earliest date on which the entity can be required to pay. The table includes both estimated interest and principal cash
flows.
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39.2.1 Maturity Analysis
Carrying
Amount

1-6 months 7-12 months more than 1
year

Total

R'000 R'000 R'000 R'000 R'000
2008 - Group
Trade payables 849,182 828,471 20,711 -                     849,182
Tenant Deposits 7,635 438 107 7,090 7,635
Interesting bearing borrowings (INCAS) 67,767 3,605 4,209 59,953 67,767
Other financial liabilities 65,133 11,161 11,902 53,191 76,254

2007
Trade payables 668,440 650,620 17,820 -                     668,440
Tenant Deposits 6,463 380 165 5,918 6,463
Interesting bearing borrowings (INCAS) 75,012 4,170 3,075 67,767 75,012
Other financial liabilities 85,583 9,828 11,161 76,254 97,243

2008 - Company
Trade payables 834,677 813,966 20,711 -                     834,677
Tenant Deposits 7,635 438 107 7,090 7,635
Interesting bearing borrowings (INCAS) 67,767 3,605 4,209 59,953 67,767
Other financial liabilities 65,133 11,161 11,902 53,191 76,254

2007
Trade payables 660,862 643,042 17,820 -                     660,862
Tenant Deposits 6,463 380 165 5,918 7,008
Interesting bearing borrowings (INCAS) 75,012 4,170 3,075 67,767 75,012
Other financial liabilities 85,583 9,828 11,161 76,254 97,243

39.3 Market Risk disclosures

39.3.1 Interest rate risk

The risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in market interest risk.

The group is not exposed to interest rate risk as it does not have outside borrowings, other than the Inca loans and the interest rate swaps. The Inca loans are
at a fixed interest rate over a fixed term and not revalued at year end therefore a change in interest rate would not effect profit or loss.
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2007 2008 2008 2007
R'000 R'000 R'000 R'000

2% 2% Increase in interest rate - yield curve 2% 2%
2161 1,131 Effect on profit or loss 1,131 2161
-2% -2% Decrease in interest rate - yield curve -2% -2%

(2,295) (1,185) Effect on profit or loss (1,185) (2,295)

Effect of interest rates on financial instruments:
Fixed rate instruments

75,012 67,767 Interesting bearing borrowings (INCAS) 67,767 75,012
97,243 76,254 Other financial liabilities 76,254 97,243

39.3.2 Capital management

The sensitivity analysis below has been determined based on financial instruments exposure to interest rates at balance sheet date in respect of the interest rates
swaps.

The basis points increases or decreases, as detailed in the table below, were determined by management and represent management's assessment of the reasonably
possible change in interest rates.

A positive number below indicates an increase in net surplus.

A negative number below indicates a decrease in net surplus.

 As the entity does not have any instruments that effect net assets directly apart from the equity loan, the disclosure only indicates the effect of the change in interest
rates on net surplus.

There were no changes in the methods and assumptions used in preparing the sensitivity analysis from one year to the next.

The entity’s capital consists of share capital; and no changes  were made to the entity’s approach
to capital management during the year.. Neither the entity nor its subsidiary is subject to externally
imposed capital requirements.
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39.3.3 Categories of Financial Instruments

Fair value Loans and
receivables

Financial
assets at fair
value through

profit and
loss

Financial
liabilities at
fair value

through profit
and loss

Financial
liabilities at

amortised cost

2008 - Group
Trade and other receivables 309,721 309,721
Other financial assets 9,859 9,859
Cash and cash equivalents 2,015,345 2,015,345
Other financial Liabilities 65,133 65,133
Discounted lease arrangements 59,952 59,952
Accounts payable 990,475 990,475
Short term portion of discounted lease agreements 7,815 7,815

2007 - Group
Trade and other receivables 346,627 346,627
Other financial assets 13,555 13,555
Cash and cash equivalents 1,870,750 1,870,750
Other financial Liabilities 85,583 85,583
Discounted lease arrangements 67,767 67,767
Accounts payable 758,882 758,882
Short term portion of discounted lease agreements 7,245 7,245

2008 - Company
Trade and other receivables 282,548 282,548
Other financial assets 9,859 9,859
Cash and cash equivalents 1,923,220 1,923,220
Other financial Liabilities 65,133 65,133
Discounted lease arrangements 59,952 59,952
Accounts payable 975,968 975,968
Short term portion of discounted lease agreements 7,815 7,815

2007 - Company
Trade and other receivables 332,843 332,843
Other financial assets 13,555 13,555
Cash and cash equivalents 1,807,687 1,807,687
Other financial Liabilities 85,583 85,583
Discounted lease arrangements 67,767 67,767
Accounts payable 751,304 751,304
Short term portion of discounted lease agreements 7,245 7,245
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