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Duis rhoncus. Aliquam erat 
volutpat. Mauris porttitor 
lobortis elit. Curabitur nec ante. 
Ut at sapien quis velit gravida 
placerat. Aliquam erat volutpat. 
Vestibulum et eros. Donec 
lectus orci, tempor ac, eleifend 
nec, vehicula sed, leo. Integer 
semper eros non elit. Cras 
mattis volutpat augue. Morbi 
mollis lobortis justo. Sed metus. 
Morbi purus dolor, semper in, 
facilisis sit amet, varius et, urna.

Subsequently, PRASA now houses the assets, 
finances and personnel of:

Metrorail - commuter services; 
Shosholoza Meyl - long distance and luxury long distance 
passenger rail services; 
PRASA Corporate Real Estate Solutions - Facilities 
Management; 
Intersite Asset Investments; and
Autopax - long distance bus services. 

PRASA transported 476 million passengers, in the last 
financial year, excluding passengers during the 2010 FIFA 
World Cup of these passengers 99,1% used commuter rail, 
0,3% Shosholoza Meyl and 0,6% Autopax long distance buses. 
The services provided, utilised a commuter fleet of 4 589 motor 
coaches and trailer coaches, 124 locomotives and 1 214 long 
distance rail coaches and 570 long distance passenger buses 
with 15 247 employees across 489 commuter stations and 71 
long haul stations in South Africa. 
Through the formation of PRASA, Government is working 
towards eradicating the historical fragmentation that formerly 
characterised the passenger rail services.

The Passenger Rail Agency 
of South Africa (PRASA) was 
formally established in March 
2009, after Cabinet approved 
the consolidation of all 
Passenger Rail entities into a 
single entity reporting to the 
Minister of Transport.  
Preceding the formation of 
PRASA was the merger of the 
South African Rail Commuter 
Corporation and Metrorail  on  
26 December 2005. In 
December 2008, the President 
signed the Amended Legal 
Succession to the SA Transport 
Services Act into Law which 
established the Passenger Rail 
Agency of South Africa.
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MANDATE Legislative mandate of PRASA
Legal Succession Act

Metrorail Passengers/2010 FIFA World Cup Dutch Fans/Derby Fans

PRASA’s 
primary 
objective is:
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To ensure that, at the request 
of the Department of Transport, 
rail commuter services are 
provided within, to and from the 
Republic of South Africa in the 
interest of the public; and

 

To provide, in consultation with 
the Department of Transport, 
long haul passenger rail and 
bus services within, to and from 
the Republic in terms of the 
principles set out in section 4 
of the National Land Transport 
Transition Act, 2000 (Act No 22 
of 2000).
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TO BE MOVED. FROM CITY TO CITY. 
FROM SUBURB TO SUBURB.
WITH WORLD-CLASS SERVICE.

VISION

Nasrec Station12



MISSION

TO BE AN INNOVATIVE,
EMPOWERED AND MODERN, 
INTERMODAL TRANSPORT
SOLUTION PROVIDER.

The vision of PRASA is to 
provide enhanced mobility as 
the gateway to accessible socio-
economic opportunities and a 
shared future.

 
Two fundamental principles 
underpin our vision:

PRASA’s mission is to provide 
sustainable transport solutions 
through service excellence, 
innovation and modal 
integration.

This mission reflects four 
key intentions:

Accessibility

PRASA should facilitate access
or be a gateway to a better
quality of life through enabling
individuals and communities
to access socio-economic
opportunities.

Service excellence

Superior performance that is
safe, reliable and affordable;
that makes a lasting impression, 
and builds brand loyalty - both 
internally (employees) and 
externally (customers) - that 
adds benefit to the passenger.

Sustainability

A focus on sustainable
development in business that
considers not just the financial
‘bottom line’ of prosperity and
profit, but also environmental
quality and social equity.

Mobility

PRASA should connect
individuals and communities
through an integrated network
of mobility routes. 

Mobility solutions

Reframing the basis of business
delivery, favouring innovation,
integration and partnerships.

Integration

Safe, seamless and dignified
travel experiences across all
modes of public transport.

NON-REGULATORY INFORMATIONPASSENGER RAIL AGENCY OF SOUTH AFRICA ANNUAL REPORT 2010/11
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CREATED BY GOVERNMENT TO 
ADVANCE ITS AGENDA FOR THE 
TRANSFORMATION OF THE PUBLIC 
TRANSPORT SYSTEM INTO A VIBRANT, 
EFFICIENT ONE, PRASA’S STRATEGIC 
ROLE MAY BE DEFINED AS FOLLOWS:

Moses Mabhida Station

STRATEGIC ROLE
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PRASA introduces a unique offering into the public 
transport environment with its vision to provide 
integrated transport solutions due to its control of 
commuter rail, inter-city, long distance rail and road-
based long distance services, supported by transit-
orientated station and terminal developments. Modal 
integration lies at the heart of the Department of 
Transport’s public transport strategy.

PRASA is positioned to build on the synergies that 
Metrorail, Shosholoza Meyl and Autopax bring to the 
delivery of public transport services. It also retains 
the option of reinforcing these with feeder distribution 
services, where appropriate and beneficial, for wider 
integrated public transport solutions that increase 
mobility and accessibility to all the people of South 
Africa. No other existing providers of public transport 
services have this potential. 

Secondly, PRASA is the first and only Government-
owned vehicle in the area of public transport. 
Government will continue to subsidise and/or regulate 
public transport operators, while many municipal entities 
have had their roles reduced. With the restructuring of 
the former South Africa Transport Services, Government 
lacked leverage to directly influence public transport 
service provision and relied on other providers to drive its 
own public transport goals. With the creation of PRASA, 
Government is in a far better position to drive the new 
public transport strategy.

PRASA is expected to play a major role in the 
development of social and economic infrastructure. 
The organisation will partner with transport and rail 
authorities to plan and deliver on rail and other  
transport infrastructure.

PRASA’s primary responsibility is to effectively develop 
and manage rail and related transport infrastructure 
and to provide efficient rail and road-based passenger 
transport services. This is supported by the focused 
management of a property portfolio that is being 
developed to enhance passengers’ travelling experience. 
This is being achieved through the transformation of key 
station properties into transit-orientated development 
precincts that can generate sustainable income streams.

NON-REGULATORY INFORMATIONPASSENGER RAIL AGENCY OF SOUTH AFRICA ANNUAL REPORT 2010/11
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LEGAL
OPERATING
STRUCTURE

MINISTER OF TRANSPORT

BOARD OF CONTROL
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CHAIRMAN’S 
STATEMENT
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It is with great pride that we report on the financial year ending 
March 2011. This is so because of the many strides that PRASA 
has covered in its endeavour to provide efficient and decent 
public transport to the commuters in the Republic. This has 
happened in a very short lifespan of PRASA. PRASA was 
formally launched in March 2009, which marked the culmination 
of a process that was initiated by Cabinet in December 2004.  
That is the time when it approved the consolidation of passenger 
rail entities, i.e. Metrorail, Shosholoza Meyl, SARCC and 
its Subsidiary Intersite, for the formation of a Public Entity 
that could provide integrated Public Transport Solutions.  
This was setting the foundation for the formation of an Integrated 
Public Transport Solutions. It should be noted upfront that this 
process was not an easy one. It came with many challenges  
but I am happy to report that most of them have been  
successfully overcome.

The year under review was a very special one in the history 
of our young democratic South Africa. We hosted the biggest 
sporting event in the world, the 2010 FIFA World Cup. Needless 
to say, public transport and in particular the mass mover of 
people, rail was to provide the backbone. In preparation for the 
World Cup PRASA built 3 new modern and passenger friendly 
stations, i.e. Rhodesfield, Moses Mabhida and Century City and 
upgraded more than 47 other stations. 570 new bus coaches 
were aquired and more than 2000 rail coaches were upgraded 
for the hosting of the Soccer World Cup. That ensured that when 
the first whistle was blown on 11 June 2010, signalling the start 
of the first FIFA World Cup on the African soil, the country was 
ready to transport soccer spectators and teams to stadia and 
fan parks. By the end of the World Cup we had transported about 
1, 4 million passengers by rail to enjoy the soccer spectacle at 
stadia and fan parks, and in addition our subsidiary Autopax, had 
undertaken 13 860 bus trips across the country, transporting the 
FIFA Family, Commercial Affiliates and various MATCH Clients.

NON-REGULATORY INFORMATIONPASSENGER RAIL AGENCY OF SOUTH AFRICA ANNUAL REPORT 2010/11
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In the period under review an acquisition of 570 buses for Autopax 
was concluded. These buses were mainly used by soccer teams, 
FIFA officials, and international dignitaries, including Presidents, 
Prime Ministers and followers of the beautiful game. By the end 
of the tournament PRASA had transported millions of people to 
the stadia and fan parks without major glitches. The challenge for 
all of us is to keep that momentum and work on it as we continue 
to improve the service to our people. It is worth mentioning here 
that this success came at a cost to PRASA. The reserves were 
depleted, balance sheet substantially weakened and serious 
issues of liquidity cropped up.

The 2010 FIFA World Cup helped to focus the Government to 
the critical role that passenger rail plays in the economy of 
our country. The reality of many years of under-investment in 
passenger rail was laid bare for everybody to see. The Cabinet 
recognise the need for more investment in the Budget Speech of 
the Honourable Minister of Finance, Mr. Pravin Gordhan, which 
committed Government to support the Rolling Stock acquisition 
investment estimated at 97 billion rands over the next 18 years. 
There is no doubt that this will mark a radical departure from 
the period where passenger rail was defined by poor service 
directed at poor households. 

In this regard, I would like to extend our sincere gratitude to 
the Minister of Transport, Honourable Sbusiso Ndebele and the 
Deputy Minister, Honourable Jeremy Cronin for championing 
the course of the poorest of the poor and the Cabinet for 
walking the talk by announcing this massive investment to 
rail. It will be a serious omission if I were to fail to singularly 
thank the Chairperson of the Portfolio Committee, Honourable 
Ruth Bhengu and the Transport Portfolio Committee for their 
unwavering support of passenger rail. 

However, it is important that we also recognise that there are 
still serious challenges that we must deal with. We need to 
upgrade our signalling, modernise traffic control systems as a 
way to reduce accidents and introduce efficiencies in the system. 
We also need to invest in new corridors like the Moloto Corridor 
in Mpumalanga. We mentioned supra that the renewal of rolling 
stock is at the centre of a successful rehabilitation of passenger 
rail. We should do all this with the aim of contributing to economic 
growth, redistribution of income and economic opportunities 
and most importantly, creating more sustainable jobs for South 
Africans, through revitalising the Rail Engineering Industry.
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At this stage I would like to thank all our employees at all levels 
for having been part of this growth and modernisation of our 
organisation. The targets that we espouse would have come to 
nothing were it not for their dedication to serving the people of 
South Africa. I also extend my personal gratitude to Management 
and Trade Unions Leadership for having prioritise the well - being 
of our commuters and constructively resolved the challenges 
that we continue to have. I must thank the visionary leadership 
of our Group Chief Executive, Lucky Tshepo Montana for having 
steered the ship during these challenging times.

I also take this opportunity to sincerely thank the members of 
the Board whose term ended at the end of the financial year 
under review. They successfully led this organisation during the 
difficult stabilisation period and the successful hosting of both 
the Confederation Cup and the 2010 FIFA World Cup. PRASA 
remains indebted to them. In the same vein we welcome the 
new Board Members who bring vast experience to PRASA and 
I have no doubt that their collective wisdom and experience will 
catapult this organisation to higher altitude.

PRASA remains committed to highest standard of Good Corporate 
Governance and ethical behaviour. The Board is the custodian 
of Good Corporate Governance and Stakeholder Management 
in our organisation and it will at all times ensure that there is 
value for money with maximum social return. We look forward 
to the coming year with conviction that we will make a qualitative 
difference to the commuters and all users of our facilities.

Sfiso Buthelezi
Chairman

NON-REGULATORY INFORMATIONPASSENGER RAIL AGENCY OF SOUTH AFRICA ANNUAL REPORT 2010/11
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GROUP CHIEF EXECUTIVE 
OFFICER’S OVERVIEW
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2010/11 – A MOMENTOUS YEAR FOR PRASA 

The global economic downturn and its impact on jobs defined the year 
under review. There was optimism of a significant economic recovery 
towards the end of the financial year. By the end of the financial year, 
however, optimism had given way to expectation of a more prolonged 
economic downturn, influenced mainly by the financial and economic 
situation in both the USA and Europe.  

Despite the difficult economic and operating conditions, 2011 was in 
the overall a momentous year for the Passenger Rail Agency of South 
Africa (PRASA). The most significant highlight was the commencement 
of investment in new capacity and initiatives for the modernisation of 
South Africa’s passenger railways. More specifically, investment plans 
for the modernisation of passenger rail services saw the development 
by PRASA of a sound and compelling business case for the Acquisition 
of New Rolling Stock for both Metrorail and the Mainline Passenger 
Services (MLPS). This was followed by Government’s public support 
for PRASA’s Fleet Renewal Programme, estimated at R97 billion over 
the next 18 years, starting with PRASA undertaking of a Detailed 
Feasibility Study for the Metrorail Commuter Fleet.

PRASA has been working closely with a team of senior officials from 
the Departments of Transport, Trade and Industry, Public Enterprises 
and the National Treasury, to make the delivery of the first batch of 
modern trains a reality by 2015. The successful hosting by PRASA of 
the Market Engagement with potential manufacturers and financiers 
of the New Rolling Stock Fleet in May 2011 was a defining moment for 
rail passenger transport in South Africa.

PRASA also commenced with the implementation of the National 
Signaling Upgrade Programme, which will see the delivery of a 
modern, state-of-the-art signaling system for South Africa in key 
priority rail corridors in the first phase to be implemented over the 
next five (5) years. This signal technology upgrade started with the 
appointment of Siemens SA in December 2010, on a contract valued at 
R1 billion for the re-signaling of key commuter rail corridors and the 
construction of a single Central Nerve Centre (CNC) for the Gauteng 
commuter rail network. Construction is already underway in the 
Lenz-Midway area as part of the first phase. The introduction of a new 
electronic interlocking signaling system is key to any modern railway 
operation. The total cost of the signaling for the entire commuter 
network would be R17 billion over the next 10 years.

To this end, PRASA will later this year invite interested parties to 
bid for two additional packages for the introduction of the electronic 
interlocking signaling technology for its strategic commuter rail 
corridors in both KwaZulu Natal and Western Cape Provinces.

The Audited Financial Statements of PRASA indicate that the value of 
property, plant and equipment increased significantly, with the value 
of assets increasing by 9% to R17.4 billion, intangible assets by 327% 
to R114 million, cash and cash equivalents by 407% to R2.12 billion, 
whilst trade and receivables increased by 42% to R369 million.

However, the year under review also shows poor revenue collection 
(down by 39%) and low passenger demand (down by 25.6%) in 
PRASA’s rail business. This was made worse by higher than budgeted 
wage and energy costs, which contributed to overall poor financial 
performance. Accumulated loss went up by 30% to R4.4. billion.

NON-REGULATORY INFORMATIONPASSENGER RAIL AGENCY OF SOUTH AFRICA ANNUAL REPORT 2010/11
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MAJOR CHALLENGES STILL FACE PASSENGER RAIL 

PRASA is a group of companies operating rail and bus services, and 
is also involved in property management. However, the rail business 
forms a significant part of the PRASA Group, in accordance with the 
mandate contained in the Legal Succession Act.  

The 2010/11 financial year indicates that PRASA Rail Operations 
continue to face major challenges which had a negative impact on the 
overall performance of the Group. 
Rail Operations experienced severe operational challenges during 
the period under review, characterised primarily by the decline in 
fleet availability. The main contributing factors were the dispute with 
Transnet pricing of services and access to the network, unresolved 
contractual and pricing issues with companies involved in the 
refurbishment of coaches and supply of key components, as well as 
poor maintenance practices. The result has been a major decline in 
passenger trips from 633.99 million in 2009/10 to 492 million 
passenger trips for the Metrorail service in 2010/11. Metrorail ran 
less trains after October 2010 than it did the previous two years, 
whilst the Mainline Passenger service (MLPS) or long-distance 
service has effectively been paralysed by the dispute with Transnet, 
with a reduction of passengers from 3.78 million  in 2009/10 to 1.54 
million  in 2010/11.

The performance of the Accelerated Rolling Stock Investment 
Programme has also declined for the first time since 2008/09. The 
programme is key to raising the availability and reliability of the fleet, 
and was vital in the ability of PRASA to deliver high-quality services 
during the 2010 FIFA World Cup. However, the dispute on contractual 
and pricing issues with various rolling stock suppliers has meant 
that not all metro and long-distance passenger coaches committed 
for refurbishment under this programme were refurbished. The 
target for Metro coaches was 450, but only 334 were refurbished, 
whilst the target for MLPS was 40 but only 22 were refurbished.

Poor train availability and the non-operation of the long-distance rail 
service resulting in the decline in passenger trips contributed to the 
failure of the rail division to realise its revenue target by over R600 
million for the 2010/11 Financial Year. The fare revenue target for 
Metrorail in the year under review was R1.9 billion, however, only 
R1.4 billion was achieved, whilst the long-distance had a revenue 
target of R500.2 million, but actual fare collected was R229.16 million. 
Overall, the revenue target for the rail division was R2.4 billion, but 
only R1.63 billion was realised. Management implemented a  
far-reaching programme to reverse and overcome the key challenges. 
However, the impact, even though not significant given the realities 
of the business as outlined above, will only be realised in  
subsequent years.

Following the 2010 FIFA World Cup, where PRASA performed so well, 
a large number of the fleet operated by Metrorail and the Mainline 
Passenger Services (MLPS) has been out of operation due to lack of 
wheels, spares and minor repairs. The decline in the availability of 
trains has resulted in a significant decline in trips. 
 
The above factors explain the poor performance of the rail division, 
especially with regards to the deterioration in the quality of rail 
services and fare income from rail operations not materialising. With 
the interventions put in place, it is expected that Metrorail and 
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Mainline Passenger Services will recover and start realising their 
performance targets only at the beginning of the 3rd Quarter of 
2011/12 Financial Year. 

The major issue remains the costs of running and maintaining South 
Africa’s rail system, which is no longer reliable and prone to daily 
breakdowns and failures. The costs have become significantly higher, 
yet the benefits to the economy and the country are quite limited. 
Regular disruptions of the current old system with its outdated 
technology and backward operational practices have impacted 
negatively on the quality of rail services, reliability of operations and 
financial performance. These costs keep on increasing, with 
Metrorail spending not less than R500 million annually on attempts 
at service recovery related to breakdowns and vandalism, rather 
than delivery of quality services, and this trend is set to continue for 
the next few years. This situation is no longer sustainable and can 
only be fully resolved with the introduction of a modern passenger 
system, with a modern train fleet and signaling at its core.  

2010 FIFA WORLD CUP

PRASA’s 2010 World Cup Plan was based on an Integrated Rail 
Transport plan covering rail in its entirety (Metrorail and Shosholoza 
Meyl) as well as key integration points with Autopax Bus Services, 
with its footprint touching all the key cities of South Africa and its 
main ports of entry. The 64-match event spread over four weeks was 
the final test of PRASA’s work in the upgrading and improvement of 
over 50 stations, the upgrading and overhauling of more than 2000 
coaches (rolling stock fleet) and operational planning.

PRASA had set itself the following objectives for the 2010 FIFA  
World Cup:

1. To contribute to the successful hosting of the 2010 FIFA World Cup;
2. To transport significant numbers of football lovers in order to 

strengthen the position of rail as the backbone of passenger 
transport;

3. To reward PRASA’s loyal customers  and Motivate and celebrate 
with our staff; and

4. To position and strengthen the rail mode and other services of 
PRASA in the public transport market.

In preparation for the tournament, PRASA undertook major 
preparations of its infrastructure, rolling stock and operating 
systems since 2008, at a cost of R7billion. These upgrades included:

Rolling Stock
100 Train sets (1 200 coaches) upgraded, with 65 Train sets (780 
coaches) dedicated to serve 2010 World Cup Schedules.

Buses:
Five hundred and seventy (570) new buses were purchased at a cost 
of R1.4 billion,  420 of these  transported the FIFA Family and MATCH 
Clients.  An additional 110 buses were for the  general public and 
spectators, with another 50 buses dedicated to the Local Organising 
Committee (LOC). The agreement with the LOC to the value of 
R21.4million was cancelled at the request of the LOC, with a clear 
undertaking that the South African football Association (SAFA) will 
do business with PRASA moving forward to make up for the loss of 
income by PRASA.

NON-REGULATORY INFORMATIONPASSENGER RAIL AGENCY OF SOUTH AFRICA ANNUAL REPORT 2010/11

25



Infrastructure:
The upgrading of over 50 stations, platforms and platform seating 
and shelters, Access Control Speed Gates, as well as train operating 
and monitoring systems were  completed well in time for the  
soccer spectacular.

Integrated Communication System:
PRASA commenced with the modernisation of its access control and 
customer management system during the upgrade of key stations for 
the 2010 World Cup event.
Public address systems, help points, Information Boards and Bulk 
SMS Messaging was introduced in the rail environment.
Over 1.4 million Soccer Fans were transported by trains and 13 860 
buses (420 per day over the tournament) were allocated to the FIFA 
Family. Security across the PRASA system was excellent during the 
tournament, and the communications and advertising of services 
was excellent and  well coordinated, including through the provision 
of volunteers at call centres.

Government, Metros and other stakeholders expressed satisfaction 
with the performance of PRASA and the huge contribution it made to 
the successful hosting of the 2010 FIFA World Cup. The role played by 
rail provided a number of valuable lessons for PRASA and South 
Africa as a whole. Firstly, the event demonstrated that with the right 
kind of investment and maintenance, rail can play a major role as a 
mass mover of people within an efficient and functioning public 
transport system. Secondly, the 2010 FIFA World Cup was a huge 
success from a public transport point of view, where there was 
integrated and joint planning between PRASA, the Cities and other 
public authorities in the provision of transport for the entire duration 
of the World Cup. Thirdly, passenger information was a key part of 
the transport plans, and enabled spectators to prepare and properly 
plan their journeys to stadia and fan parks. Most importantly, rail 
played such a central role because the 2010 transport plans were 
structured in such a way as to avoid modal competition, with clear 
feeder and distribution services to and from rail stations.

TREATMENT OF THE R797 MILLION TO AUTOPAx

As part of providing financial assistance to Autopax in acquiring the 
570 busses, Government injected R797 million into PRASA to reduce 
the debt burden of the R1,4 billion loan for the purchase of the busses. 
Given that this was the first time a once off injection was made for 
use by a subsidiary (not a division like we have in the past), PRASA 
had to seek the most appropriate accounting treatment. Having 
analysed all current and future implications, PRASA Management 
sought to find the most appropriate accounting treatment of the R797 
million once-off funding allocation. To this end, PRASA consulted the 
Office of the Auditor-General and the Accountant General, and 
arrived at the considered view that this amount should be treated as 
a Grant, which effectively is a long term liability, rather than as a 
capital injection. The initial concern from Management was that the 
accounting treatment of the R797 million as a Grant may further 
weaken the Financial Position of PRASA and Autopax. Management 
has been of the view that the accounting treatment as a Grant was not 
consistent with the original intention of the Minister of Finance, which 
was to reduce  the Debt-Equity Ratio in favour of Autopax. In addition, 
Management was concerned that such a treatment may have the 
following negative impact:26



1. Autopax’s non-current  liabilities would  be increased by R797 
million on  deferred income;

2. Originally PRASA was concerned with the Accounting implications 
of Income received by Autopax, which is a tax paying entity. 
However, final tax advise received confirmed that  there was  no 
tax implication, as this grant did  not meet the definition of gross 
income;

3. Future Capital Gains Tax liability, as the R797 million would reduce 
the base cost to be used by Autopax when the buses have to be 
sold. We are aware that National Treasury may require Autopax to 
sell these buses;

4. PRASA’s Group Balance Sheet, at consolidation reflects a negative 
equity of R186,5 million, as the R797 million was not treated as 
equity or income but as a liability. 

The Auditor General has previously cautioned that PRASA faces a 
going a concern challenge, and Management felt that the 
recommended treatment as a Grant would exacerbate this position.
Following consultations with the Accountant-General, the Office of 
the Auditor-General, as well as the Audit and Risk Management 
Committee (ARM) of the Board, in that despite the difficulties that 
may result from this, the conclusion was that the R797 million would 
be treated as a Grant and the amount would be amortised over a 
period of time consistent with other Capital Grants from Government 
to PRASA.

DISPUTE WITH MATCH

The Government of South Africa, committed among other things, to 
provide transport services in order to ensure the  successful hosting 
of the 2010 FIFA World Cup.  As part of the transport commitment,  
Government undertook to provide buses to transport the 32 soccer 
teams (if required), the Local Organising Committee, the FIFA Family 
including sponsors and commercial affiliates, General Spectators 
and Hospitality clients with buses. To facilitate this commitment, the 
Department of Transport entered into a Memorandum of 
Understanding with MATCH Event Services to provide 420 luxury and 
semi luxury buses, and with the Local Organising Committee to 
provide 50 buses.  The Department of Transport requested PRASA, 
as its Agency to conclude the procurement of 570 buses (General 
Spectator, MATCH Event Services, and the LOC), and enter into a 
service level agreement with MATCH to provide 420 buses and the 
LOC with 50 buses, the rest for General Spectators.

PRASA, through its subsidiary Autopax, entered into a service level 
agreement with MATCH for the provision of bus services, with 420 
buses for the duration of the World Cup amounting to about R174 
million.  A dispute arose during the World Cup regarding the payment 
of services related to the contract with MATCH and Autopax.  The 
matter was referred to the Arbitration Foundation of South Africa, 
which ruled that about R80 million of the value of the contract was 
not due by MATCH to Autopax. 

PRASA resolved not to pursue what would have been a costly legal 
challenge against both FIFA and MATCH. 
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BALANCE SHEET RESTRUCTURING 

Following the report of the Auditor-General to Parliament on the 
Group Financial Statements of PRASA for the Year ended 31 March 
2010, wherein going-concern issues were raised, the Directors took 
steps to address the challenges of financial sustainability facing the 
entity. Among the key steps taken was the development and adoption 
of a new strategy for PRASA over the next five (5) years. Part of the 
strategy has resulted in the following restructuring of the entity:

• The property portfolio is now  managed internally through a new 
division, PRASA Corporate Real Estate Solutions (PRASA CRES);

• The strategic focus of Intersite  was revised from a property 
management company, to a vehicle that seeks to leverage non-
operational and non-strategic assets of PRASA, and ensuring that 
assets are fully exploited to generate additional income;

• The  implementation of a balance sheet restructuring exercise, 
aimed at putting in place a new and optimal capital structure, 
ensuring that assets are managed in a more effective manner, 
fair-valuation of investment assets, cost optimisation initiatives 
and strategies to improve financial performance as well as 
strengthening financial and internal controls. 

• The Board of Control took the following decisions with regards to 
the Balance Sheet Restructuring Programme in December 2010, 
aimed at strengthening the financial position of PRASA:

Balance Sheet Restructuring- Autopax Passenger Services (Pty)Ltd:
 

• Capitalisation of Shareholders Loan amounting to R 333.4 million 
(R197,8 million from Transnet and R135,6 million they had further 
borrowed from PRASA in preparation for the World Cup) in 
Autopax, which was acquired when the shares were bought from 
Transnet, this will significantly improve the capital structure of the 
business.

• PRASA Group to fund a market demand study on the bus passenger 
market on behalf of Autopax, which would determine the optimal 
number of buses required in the business in future. The result will 
allow the Group and Autopax to determine the number of excess 
buses that could be disposed of, subject to PFMA approval.

Balance Sheet Restructuring – Intersite Property Management 
Services (Pty)Ltd:

• Capitalisation of a portion of the Shareholders Loan (R88 million), 
in which shares will be issued  for cash and proceeds from the 
subscription will be used to redeem shareholder loans;

• Release of inactive cash that was lying in Intersite for the benefit 
of the Rail business (R40 million);

• The transfer of operating assets from Intersite to PRASA 
Corporate Real Estate Solutions (PRASA CRES);

•  The transfer of property and rights to develop certain property 
assets for the purposes of the transaction with the Strategic 
Equity Partner (“SEP”);

• The transaction with the SEP will be concluded to raise much-
needed capital for the PRASA Group, and this will require that 
assets and rights to develop assets be identified in order to 
structure a compelling portfolio for an SEP to invest in;
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• The assets anticipated may include:
• Certain 3rd party contracts managed by Intersite
• Equity in development projects currently under way  
• Exclusive rights to develop other land holdings
• Exclusive rights to develop certain key station precincts; and
• Non-strategic properties with commercial potential, which may 

be sold into Intersite.

REVENUE GENERATION

The Board and Management have prioritised revenue generation as a 
critical part of the financial turnaround strategy currently underway 
within PRASA. A number of strategies are being implemented by the 
various businesses within the PRASA Group and it is expected that 
PRASA will meet its revenue target for the 2011/12 Financial Year. 
For the operational budget, a total amount of R3,3 billion (47% of its 
operational budget) has been allocated by Government for the 2012 
MTEF, whilst PRASA will generate from its operations revenues 
amounting to R11.9 billion (53%).

The Board and Management had developed numerous strategies and 
action plans to drive revenue generation. Among the strategies is 
expansion of services on the part of Autopax, where additional 
permits are being secured and new routes are being pursued within 
South Africa and across the border into the SADC region. Metrorail is 
already implementing a bold plan for the increase in the number of 
trains available, which will result in the increase in train service 
performance. PRASA has also resolved that the commercialisation 
of space at key stations should be pursued aggressively by PRASA 
CRES. In addition to improving on recoveries, PRASA CRES will 
commercialise space in eight (8) key stations within the 2011/12 
financial year, and will ensure that additional revenues are generated 
from new tenants at stations. PRASA intends to dispose of non-core 
assets like the residential portfolio, land and buildings which are not 
part of its strategy nor earmarked for future operational requirements. 
These are assets that do not generate revenue, but require huge 
financial resources in terms of maintenance, security as well as 
rates and taxes.

STRATEGIC EQUITY PARTNER FOR INTERSITE INVESTMENTS

The PRASA Financial Turnaround Plan presupposes that in addition 
to the many revenue generation initiatives currently underway, 
PRASA will pursue an SEP option which will inject, on a once-off 
basis, cash into the public entity. PRASA expects that an agreement 
will be concluded with an SEP by the end of the 2011/12 financial year.
Subsequent to the Board adoption of a new strategy for PRASA in 
August 2010, Intersite has been restructured in order to fulfill its 
revised mandate of leveraging non-strategic and non-core assets  
of PRASA, and ensure that these are exploited to generate additional 
revenues for the Group. Among the key objectives that PRASA  
has set itself is the restructuring of Intersite and preparing the 
company for investment by a Strategic Equity Partner (SEP), subject 
to approval by the Minister of Transport and National Treasury in 
terms of the PFMA.
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In order to accomplish the successful conclusion of an SEP 
transaction, a consortium of transaction advisers was appointed in 
February 2011, and has to date considered the structure of this 
transaction and presented the following strategic options:
a) Sale of non-core and commercial properties
b) PRASA raises a long-term loan secured by its cash generative 

properties
c) An SEP transaction in terms of which an equity investor purchases 

a significant stake in Intersite  
d) Long-term development leases are entered into between PRASA 

and various private sector developers for the development of 
PRASA’s properties.

The SEP process remains critical to the Group and is one of the 
outcomes resulting from PRASA’s new strategy aimed at improving 
PRASA’s financial position, by strengthening PRASA’s balance sheet 
and improving its cash position. This strategy is part of a restructuring 
programme currently underway, which will ensure that the business 
utilises its assets more effectively and is better able to deliver on its 
mandate. It is vitally important that the SEP transaction is concluded 
by March 2012, as part of injecting in the short-term much-needed 
cash into PRASA, whilst securing the financial sustainability of 
PRASA in the long-term.

CONCLUSION:

The year 2010/11 was important in placing public transport on the 
national agenda. The 2010 FIFA World Cup provided an excellent 
opportunity to promote public transport and implement various 
initiatives aimed at improving public transport in the country. 
There is no doubt that a number of critical initiatives such as the 
introduction of the Bus Rapid Transit (BRT) in the various Metrors, 
commencement of Gautrain operations and the upgrade of commuter 
railways have set the foundation for a reliable and accessible public 
transport system. The foundations were laid in the period leading to 
and during the 2010 FIFA World Cup, driven mainly by increased 
Government funding for public transport. The key elements of a 
public transport system of the future are now in place, and these 
were showcased during the soccer spectacular, this is the future 
public transport system in the making. 

Despite the Gautrain Rapid Rail Link, the BRT’s and major upgrades 
of the existing commuter rail system, South Africa is still a long way  
away from delivering quality and integrated public transport 
solutions. Despite the huge investments, 2010 was also an opportunity 
lost for public transport integration in South Africa. The major 
initiatives that ensured a functioning public transport during the 
2010 FIFA World Cup are still not speaking to each other. There is a 
real risk that as a country we may put huge financial resources into 
public transport, but do this in a manner that only reproduces the 
spatial inequalities, inefficiencies and fragmentation of the past. 

PRASA congratulates the Gautrain Management Agency on the 
commencement of the Gautrain Rapid Rail Link operations. This was 
a job well done and a proud moment for South Africa. The Gautrain is 
a much-needed solution in the high-volume and busiest commuter 
corridor that clearly justifies a rail intervention. The introduction of 
modern rail technologies and world class maintenance facilities is a 
major step for South African railways. The lack of adequate and 
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meaningful integration between the Gautrain with other public 
transport operations is however a major strategic shortcoming. The 
physical separation between Gautrain and Metrorail, sometimes 
with high walls, is something that should not exist in Democratic 
South Africa. Gautrain should play a key role as a catalyst for public 
transport transformation and not as a separate stand-alone system 
that does not contribute to Government’s objective of integrated 
public transport, improved mobility and access to opportunities for 
all South Africans. 

The commuter rail system remains under enormous pressure and 
struggling to meet demand. The recent two train accidents in Pretoria 
(April 8th) and Soweto (May 19th) were a stark reminder of the huge 
challenges that commuter rail still face and the potential for one 
massive accident to trigger the collapse of the entire system. The 
modernisation of passenger rail has therefore become critical and 
can no longer be postponed.  The acquisition of new, modern rolling 
stock and the signal technology upgrade are two key initiatives at the 
heart of the modernisation of passenger railways in South Africa. 
The successful implementation of these strategic interventions as 
well as unlocking value from the property portfolio and large asset 
base under its control will see PRASA becoming the leading provider 
of quality passenger services in the next five years. 

LUCKY MONTANA
GROUP CEO: PRASA
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PRASA PERFORMANCE
REPORT 2010/2011

PRASA Output Measures Target Actual Variance Analysis and 
programme      Comment

Infrastructure New stations New Station 3 3 
preparation      
       
     

 Major Station Station upgrades for 11  10 9.1% negative
 Upgrades Cape Town, Heideveld,    variance
  Athlone, Langa, Rissik,  
  Nasrec, Loftus, 
  Doornfontein, Orlando, 
  Durban, KwaMashu, 
  KwaMyandu and 
  Northend. 

 Critical Nasrec Rail Link May 2010 May 2010
 Infrastructure
 investment

  SAPS Facilities  29 stations 27 stations 6.9% negative 
     variance

  Platform alignment 16 stations 10 stations 37.5% negative
     variance

  Footbridges 7 stations 6 stations 14.3% negative
     variance

 Station Minor station  116 111 4.3% negative  
 Improvements improvements   variance
  completed

 
 ICS System Operational ICS  25 stations 21 stations 16% negative
  system with PA,   operational variance
  electronic information 
  boards and electronic 
  help points

Fleet preparation Accelerated Rolling Completed  2000 2013 1% positive 
 Stock Programme rolling stock   variance 
  2006 - 2010

 Recapitalisation of Completed May 2010 570 buses 520 buses 
 Autopax Fleet   acquired
    50 buses
    leased

  Driver Recruitment 1200 drivers 1011 drivers 15.8% negative  
  and Training    variance

Moses Mabhida, 
Rhodesfield and Century 
City stations were 
completed for the event

All stations were 
completed except Langa 
Station, which was not 
fully completed for the 
event but the skylink 
between Epping and 
Langa, ticket offices 
and ablution facilities 
were operational for the 
event.

This slip link facilitated 
all rail services into 
Nasrec station for all 
matches at Soccer City.

All Police Stations 
(contact points) were 
completed, except for 
the Pretoria station and 
phase two of Stretford 
station.

The top 10 platform 
alignments were 
prioritised based on 
stations close to the 
stadia due to cost and 
time constraints.

An additional footbridge 
was completed in 
Western Cape whilst 
two in Gauteng were not 
done. Prioritisation was 
also done based on the 
location of the station in 
relation to the stadia of 
the event.

The decision to limit 
the number of stations 
was taken due to cost 
considerations.

Alternative 
arrangements were put 
in place for Orlando, 
Rhodesfield, Pretoria 
and Century City.

Programme delivery 
since 2006:
2006/07: 310
2007/08: 489
2008/09: 709
2009/10: 505

The total fleet 
recapitalisation is 570 
buses. 420 buses were 
earmarked for MATCH 
Services. 13 860 bus 
trips were provided 
by Autopax for Match 
during the event.

An additional 20 bus 
drivers were sourced 
from SABOA for service 
in Bloemfontein. The 
drivers (target and 
actual) incorporated 
the Autopax normal 
services as well.

Providing rail services as the backbone of public transport to key match locations. The upgrading of key 
stations, critical infrastructure, the refurbishment of 2000 rolling stock coaches, the rollout of the Railway 
Police and the recapitalisation of the Autopax road based bus fleet to be completed. 

Programme: Delivery on 2010 FIFA Soccer World Cup

BUSINESS OBJECTIVE: 
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Financial Effectiveness - ensuring efficient and effective deployment of available resources to achieve the 
required results and outcomes through the productive use of all resources.

Programme 1: Improve the Financial Position of the Organisation
01

PRASA Output Measures Target Actual Variance Analysis and 
programme      Comment

Balance Sheet  Restructured Balance  Project Completion February 2011 March 2011
Restructuring Sheet

 Leverage Assets to  Classification,  March 2011 Valuation not
 fund expansions categorisation   complete
  and valuation 
  of assets

 Address old buses in Disposal of buses January 2011 Not complete
 Autopax Fleet

 Retirement Fund Project Team  September September
 Solution Established 2010 2010

Financial  Improved financial  Financial Policies  March 2011 Not Complete
Management results through  complete and
 effective financial roll-out
 management

Public Transport  Scheduled Services No. of train 3125 (Metrorail) 2266 27.5% negative
Provision  services run   variance
       
   13 (Mainline 13
   Passenger 
   Services)
   
  Punctuality of 90% 89.3% 0.7% negative  
  services   variance
   

The Asset Holding 
Structure was 
recommended and 
approved and led to 
the creation of PRASA 
Corporate Real Estate 
Solutions, a Division 
of PRASA and a new 
mandate for Intersite, 
focusing on the full 
exploitation of the assets 
to generate additional 
income. Training on the 
Financial Model to be 
completed in 2011. The 
following decisions were 
made to strengthen the 
balance sheet: 

• Capitalisation of 
shareholder’s loan of 
R197.4m with respect to 
Autopax and a portion of 
the shareholders loan 
for Intersite in which 
shares were issued. 

• Transfer of operating 
assets from Intersite to 
PRASA Corporate Real 
Estate Solutions (CRES).

• The transfer of 
property and rights 
to Intersite to develop 
certain property assets 
for purposes of the 
transaction with the 
Strategic Equity Partner.

Classification and 
categorisation of assets 
completed. Valuation 
of assets completion 
expected by May 
2011. A Transaction 
Advisor for the assets 
to be transferred to 
Intersite or a Special 
Purpose Vehicle has 
been appointed and 
asset identification 
for this exercise has 
commenced.

The model for costing of 
options for the Autopax 
Fleet was developed 
as part of the Balance 
Sheet Restructuring 
project. 110 Buses were 
sold to PRASA to be 
utilised by PRASA’s Rail 
Division.

A project team was put 
together. Consultation 
with the relevant unions 
was completed.

The development 
of financial policies 
and procedures were 
underway but expected 
completion is in the 
second quarter of 
2011/12 Financial Year.

Services were adjusted based 
on demand during the event. 

A total of 1.4 million 
passengers were transported 
by PRASA during the event. 

BUSINESS OBJECTIVE: 
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  Operating Surplus /  Breakeven R1 019 million 100%
  Shortfall R million   shortfall
  (including Depreciation 
  and Amortisation) 

  Cost coverage  56% 40.62%  15,38% negative
  (Revenue excluding    variance
  Subsidy as % of 
  Operating Expenditure)

  Quick Ratio 0.55 0.59 7.3% positive  
     variance

  Asset Utilisation 18.3% 28.6% 10.3% positive 
     variance

 Capital Programme Capital Allocation  Breakeven R2.65bn 47% negative
 Governance R million spent  under spent variance 

Financial Productivity Personnel costs  74% 116% 42% negative
Management Improvement as percentage of   variance
  operationally generated 
  revenue (excluding 
  subsidy, grants and 
  internal transfers)

  Operationally  R234 235 R177 384 24.3% negative
  generated revenue    variance
  (excluding subsidy, 
  grants and internal 
  transfers) per 
  employee per annum

Revenue Income The ability to collect  Percentage 9% 2.1% 6.9%  
  fare revenue increase in   negative
 and rental income.  Total Revenue   variance
 Reduced fare evasion 

  Percentage increase  41% 6.0% 35%
  in operationally    negative
  generated revenue    variance

The shortfall was 
reduced by 20% from 
R1.2bn in 2009/10 
financial year. This was 
done against a decline 
of 39% in revenues from 
passenger transport. 

Fare revenue for 
PRASA Rail was 41.8% 
below budget with 
Mainline Passenger 
services 74.5% below 
budget as a result of 
access and network 
challenges, cost and 
quality of maintenance 
and refurbishment 
which led to a dispute 
with Transnet and the 
stoppage of the service 
and a reduced service 
run from August 2010 
whilst attending to 
challenges. The strike 
action in May 2010 had 
a negative impact on 
revenue generation in 
the Rail environment 
and subsequent months 
were also significantly 
down on budget. 
Operating expenditure 
in comparison only 
declined by 1%.

Due to efficient Capital 
Budget Management. 

The positive variance is 
attributed to the 21.6% 
growth in assets.

The figure includes a 
carry-over of R689m in 
capital expenses from 
2009/10 financial year 
as well as R797m for 
the Autopax buses. The 
dispute with Transnet 
over the capping 
of costs impacted 
spending negatively but 
led to positive long term 
Capex management.

Personnel costs 
increased as result of 
higher than budgeted 
wage increases. In 
addition fare revenue 
the major revenue 
source for operationally 
generated revenue, 
declined by 39% on 
budget but grew 2.9% 
year on year.

Fare revenue was lower 
than budget in the rail 
environment by 41.8% 
and 26.2% lower than 
budget for Autopax. 
Employee costs 
increased by 10% on 
2009/10.

Total revenue from fares 
from passengers was 
39% lower than budget 
for 2010/11.

Overall fare revenue 
the largest portion of 
operationally generated 
revenue only increased 
by 2.9% year on year 
and rental income by 
10.5%.

PRASA Output Measures Target Actual Variance Analysis and 
programme      Comment
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Asset Utilisation - ensuring the productive investment in, and use of, assets and the property portfolio 
through the application of total life-cycle management practices, processes and procedures to all assets

Programme 2: Fleet Recapitalisation

Programme 3: Infrastructure Investment

PRASA Output Measures Target Actual Variance Analysis and 
programme      Comment

PRASA Output Measures Target Actual Variance Analysis and 
programme      Comment

Fleet New Rail Fleet Approval of September 2010 September 2010
Recapitalisation  business case

 
  Appointment of  October 2010 December 2010
  Transaction Advisor

  Funding Model November 2010 Not complete
  approved by Cabinet

National Signaling  Upgraded Signal Tender awarded October 2010 December 2010
Upgrade  System and Construction
Programme  commenced

Bridge City Network Expansion  Station completion January 2011 March 2011
development with new Bridge City 
 Station, leading to 
 increased patronage

  Rail Extension  February 2011 Not commenced
  construction 
  commence

Greenview -  Rail Extension with  Package 1: July 2010 July 2010
Pienaarspoort doubling of lines  Track Doubling and
 leading to increased  Rail Infrastructure
 capacity, patronage as   – Construction
 well as skills  commence 
 development, local 
 economic development 
 and empowerment.

The business case 
was completed by 
PRASA and accepted 
by Government. The 
fleet recapitalisation 
project has been 
included in Treasury’s 
MTEF for 2011/12. The 
Transaction advisors 
were appointed and 
work is in progress on 
the detailed Feasibility 
study. Endorsement of 
the project by Cabinet 
is expected during 
2011/12. 

Siemens South Africa 
was announced in 
October 2010 as the 
preferred bidder for 
Phase 1, Gauteng, 
with ACTOM as the 
reserve bidder. Contract 
negotiations were 
concluded in December 
2010 with Siemens 
appointed for the first 
phase. The construction 
sites were availed and 
correlated with the 
contractor. Installation 
of an interim solution 
for the critical corridor 
Lenz – Midway is 
prioritised for 2011/12. 
Procurement for phase 
2, KwaZulu Natal and 
Western Cape will be 
done in 2011/12 

The station was 
completed and handover 
of the station took place 
April 2011.

The rail link tender 
process was completed 
by March 2011. The 
project was delayed 
due to new high cost 
estimates that required 
review. A decision was 
made to cap the costs 
and market testing was 
used to confirm the 
value of engineered 
pricing/quotations. 
Appointment concluded. 
Construction to 
commence- June 2011. 
Expected completion - 
March 2013.

The work on package 1 
was 45% complete as at 
the end of March 2011.

02

03

BUSINESS OBJECTIVE: 
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  Package 2 & 3:  January 2011 April 2011
  Mamelodi Gardens 
  station upgrade and 
  new Greenview 
  station – Construction 
  Commence

  Package 4&5:  February 2011 Not complete
  Pienaarspoort station 
  and infrastructure – 
  Construction commence

Cape Town  Network Extension  Agreement with March 2011 Not complete
International to CTIA preferred bidder 
Airport Link  for implementation
  concluded

Nasrec Rail Link Rail Sliplink from  Completion May 2010 May 2010
 New Canada to Nasrec 
 with Rail-over-road 
 Bridge

Johannesburg –  First high speed rail Feasibility Study March 2011 Not complete
Durban High Speed  project with new completed
Rail Link technology

Daveyton - Etwatwa Rail Extension Feasibility Study March 2011 Not complete
  completed

Motherwell Network expansion Feasibility Study March 2011 Not complete
  completed

Baralink New rail link with  Request for proposal March 2011 Not complete
 access from Chris Hani 
 Hospital, Orlando, 
 Ekhaya, Vista University 
 with LRT opportunities 
 investigated

Daveyton -  Rail Extension Planning Study March 2011 Not complete
Koppiesfontein  completed

Tenders for Packages 2 
and 3 closed April 2011. 
Tender award expected - 
August 2011. Estimated 
completion of works 
expected - December 
2012. 

Tender is scheduled 
for 2011/12. Estimated 
completion of works 
expected - March 2013.

Agreement concluded. 
The business case and 
the feasibility study 
have been completed. 
In addition the impact 
of the market study 
was discussed with 
stakeholders. The 
funding options plan 
is currently being 
developed. The funding 
and implementation 
plan are to be agreed 
with DOT and Treasury.

The project is handled 
by the DOT with a major 
role to be played by 
PRASA EPMO office. The 
project is awaiting in-
principle approval from 
Cabinet to proceed. 

A draft RFP is complete.

RFP to be advertised 
in 2011.

The RFP for the 
feasibility was 
completed. 
 
RFP to be advertised in 
June 2011.

The feasibility study 
for Baralink will be 
completed in 2011/12.

The planning study was 
in progress and 20% 
complete by end March 
2011.

Programme 4: Station Development and Improvement
PRASA Output Measures Target Actual Variance Analysis and 
programme      Comment

Station Improved Station Stations with 30 41 37% positive
Development and  Facilities; completed   variance
Improvement  Improved Customer improvements
Programme experience
 

  Stations Upgraded 6 5 17% negative  
     variance

The stations completed 
with the National 
Station Improvement 
Programme were 15 
in Gauteng; 12 in the 
Western Cape; 8 in 
KwaZulu Natal and 6 in 
the Eastern Cape. 

5 Stations in KwaZulu 
Natal were upgraded 
namely Avoca, 
Lindokuhle; Clairwood , 
Montclair and Zwelethu. 
Kwaggastroom in 
Gauteng is due for 
completion May 2011 
after delays due to the 
rainy season.
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Programme 5: Accelerated Rolling Stock 
PRASA Output Measures Target Actual Variance Analysis and 
programme      Comment

  Development 2 1 50% negative
  frameworks for    variance
  stations completed

Accelerated Rolling Increased availability  Percentage of total 90% 88.5% as at 1.5% negative
Stock Programme of the rail fleet;  Metrorail  March 2011 variance
 Reduced Costs; fleet available
 Upgrade and 
 GO Program;
 Strengthening Rail 
 engineering Capacity

  Coaches delivered –  450 334 26% negative  
  Metrorail    variance

 

  Coaches delivered –  40 22 45% negative  
  Mainline Passenger    variance
  Services

The Cape Town Station 
draft development 
framework relating to 
rail option 6 (lowering of 
all railway tracks) has 
been completed. 

The Park Station Sub 
Precinct Development 
Framework has been 
initiated with the 
appointment of the 
Service Provider in 
December 2010. 

Due to robust 
negotiations with 
contractors on pricing 
issues delays were 
experienced, the 
programme was fast 
tracked towards year-
end resulting in a lower 
active fleet. 

74% of the targeted 
450 coaches were 
achieved. One of the 
major suppliers did not 
accept coaches whilst 
busy with legal action 
against PRASA due 
to dispute on pricing 
issues. The planned 
allocation of this 
supplier was allocated 
to the spare capacity 
of other suppliers 
on the programme. 
Programme delivery 
since 2006:

2006/07: 310 
2008/09: 709
2007/08: 489 
2009/10: 505

20 coaches (Including 
7 conversions for 
SAPS use) and 2 
locomotives completed. 
The programme was 
reviewed during the 
year to take cognisance 
of the capital funding, 
asset condition, delivery 
commitments of main 
suppliers and pricing 
as well as development 
of capacity with other 
suppliers. Targets 
for 2011/12 have 
been increased to 22 
locomotives and 174 
coaches.

05
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Programme 6: Preventative Maintenance
PRASA Output Measures Target Actual Variance Analysis and 
programme      Comment

Preventative Increase in planned  Percentage of 27% 21.2% as at 5.8% negative
Maintenance maintenance;  planned fleet  end March 2011 variance
Programme Maintenance cost  maintenance to
 managed; Improved  total maintenance
 Active Fleet availability; executed
 Reliability of active fleet 
 improved; Reliability 
 of signal, electrical and 
 perway infrastructure 
 improved.

  Maintenance as  26.5% 25.3% 1.2% decrease
  percentage of    on target
  operational expenditure 
  (excluding depreciation, 
  Mainline Passenger 
  diesel costs and Mutual 
  Hire with Transnet)

  Percentage of  87% 72.9% as at 14.1% negative
  operational fleet   end March 2011 variance
  in service.

  Failure rate in 26 minutes 26.6 minutes 2.3% positive  
  minutes of signals   variance  
     

  Failure rate in hours 7 hours 7 hours 
  of electrical 
  infrastructure

  Failure rate in hours 6.3 hours 7.01 hours 11.3% positive  
  of perway   variance
  infrastructure

 Bus Fleet:  Bus Maintenance as 14.3% 10% 4.3% decrease
 Improved maintenance  percentage of   on budget.
 costs; Active bus fleet  operational
 availability improved. expenditure

  Bus Fleet Availability 86.6% 83.9% 2.7% negative
     variance

Delays as a result of 
rolling stock failures 
increased especially in 
Gauteng from October 
2010 to March 2011. 
Actions to address 
the problem focus on 
availability of spares 
and components; 
maintenance in off-
peak, at night and 
on weekends; fault 
reporting and first line 
maintenance by drivers; 
use of private sector to 
accelerate maintenance 
and improved 
productivity by depots.

Total engineering 
cost inclusive of 
personnel but excluding 
depreciation, Mainline 
Passenger Services 
diesel costs and Mutual 
Hire with Transnet, was 
13% below budget.

34% of Motor coaches 
were out of service at 
the end of March 2011. 
Actions to address 
the problem focus on 
availability of spares 
and components; 
maintenance during 
off-peak, at night and 
on weekends; fault 
reporting and first line 
maintenance by drivers; 
use of private sector to 
accelerate maintenance 
and improved 
productivity by depots.

The impact of the new 
bus fleet was reduced 
maintenance costs. 

Problems are 
experienced with 
marker lights and 
windscreen failures on 
some of the new fleet, 
as well as difficulties 
with securing permits 
from some licensing 
boards.
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Programme 7: Service Excellence

PRASA Output Measures Target Actual Variance Analysis and 
programme      Comment

Service Excellence Customer Satisfaction Customer  75% 71.51% 3.5% negative
Programme Improved; satisfaction index   variance
 Patronage growth;
  Reliable service; 
 Acceptable 
 recovery rate.

  Paying passenger  639.7 million 475.91 million 25,6%
  numbers per annum per annum negative
     variance

  Passenger  83% 79.5% 3.5%
  performance    negative
  measure of rail   variance

  Average train  25 minutes 42. 7 minutes 71% increase
  recovery time.

 Safety of passengers  Accidents per  0.98 1.52 55% increase
 improved; million fleet   in index
 Integrated  kilometer travelled
 Management 
 System incorporating 
 Safety – and Quality 
 Management systems

  Fatalities per million 0.41 0.53 29.3% increase  
  passengers transported   in index

The satisfaction index 
per business was – 
Metrorail: 67.8%;
Mainline Passenger 
Services: 77.9%;
Autopax: 84.1% and 
PRASA CRES: 60%. 

The number of paying 
passengers excludes 
the passengers 
transported during the 
2010 FIFA Soccer World 
Cup. During this period 
PRASA transported 
more than 1.4 million 
people to and from 
stadia. 
Autopax passenger 
numbers increased 
12% year on year. Rail 
paying passengers 
declined by 26% on 
2009/10. On Mainline 
Passenger Services 
the decline was 47% 
largely as result of the 
curtailment of service 
due to the Transnet 
dispute and caused by 
maintenance issues, 
cost of refurbishment 
and access to the 
network especially in 
August – September 
2010. The decline in 
commuter rail can be 
attributed to increased 
fare evasion largely due 
to recession impact 
on customer base and 
fraud in certain areas.

The passenger 
performance measure 
includes delays and 
cancellations of trains. 
Performance for 
Metrorail has declined 
from October 2010 to 
March 2011 largely as 
result of rolling stock 
problems. Performance 
on Mainline Passenger 
Services is still below 
40% of trains on time.

Metrorail delays 
increased from an 
average of 26 minutes 
in September 2010 to 
41 minutes at year-end. 
Mainline passenger 
services have reduced 
delays from more than 
4 hours in April 2010 
to 2 hour delays on 
average by year-end. In 
December 2010 delays 
on average were less 
than an hour. 

The increase is mainly 
as a result of the 
increased number 
of bus accidents in 
Autopax. An additional 
61 accidents in Autopax 
was caused by third 
parties and are excluded 
from the figure.

The index showed an 
increase as result of 
declining passengers 
in the rail environment. 
Overall fatalities have 
declined by 3.8% in 
passenger transport 
businesses in PRASA.

07
Service Excellence in the provision of integrated best practice public transport 
solutions that are affordable, reliable, predictable and operationally safe. 
Service Quality & Passenger Growth - sustaining dependable and superior 
customer service benefit that achieves a high customer satisfaction 

BUSINESS OBJECTIVE: 
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  Injuries per million 2.34 3.18 36% increase 
  passengers    in index
  transported   

 Security of passengers Crime incidents  0.122 0.128 5% increase
 improved  against passengers    in index
  per 100 000 
  passengers transported

 Safety of Staff Disability Injury 0.9 0.78 13% positive
 improved Frequency Rate   variance
 

 Human Factor Percentage of safety  90% 83.1% 6.9% under
 Management critical grades that    performance
  underwent medical    on target
  surveillance

The index showed an 
increase as result of 
declining passengers 
in the rail environment. 
Overall injuries have 
decreased by 3.9% in 
passenger transport 
businesses in PRASA.

The index showed an 
increase mainly as 
result of declining 
passengers in the rail 
environment.

151 disabling injuries 
were reported for the 
period.

A total of 2909 medicals 
for critical staff in 
terms of rail operations 
were completed during 
the year. Mainline 
passengers attained 
the 90% target with 
Metrorail attaining 
82%. Cost constraints 
hampered the execution 
of medicals for Gauteng 
and Western Cape.

Programme 8: Corporate Governance and Compliance

PRASA Output Measures Target Actual Variance Analysis and 
programme      Comment

Corporate  Unqualified audit Unqualified audit with 75% reduction Unqualified audit 24% increase
Governance and   reduction in findings in findings with increase in findings
Compliance    in findings  

 Promote Board Based  Percentage of  70% 66.7% 3.3% negative
 Black Economic discretionary spend    variance
 Empowerment on BBBEE

  Value of black and  5% of Capex 2.4% of Capex 2.6% negative
  woman-owned  spend spend variance
  enterprises entering 
  the rail engineering
  industry

 Board Effectiveness Board Surveys Annual in September 2010 Completed
   September

  Audit on Governance No matters of  No matters of
  and Compliance emphasis emphasis

 Strengthened control Frequency of Audit  Quarterly 3 25% negative
 environment  Committee Meetings   variance

 Risk Management Insurance renewal March 2011 September 2010
 Strategy

  Approved Risk September 2010 December 2010
  Assessment and Risk
  Management Plan

  Approved Fraud September 2010 December 2010
  Prevention Plan

  Cost of Risk  8.4% 12.8% 4.4% 
  (risk costs as   increase
  percentage
  of turnover)

PRASA CRES was not 
included in 2010/11 
audit. Additional findings 
due to PRASA CRES 
were 15. Excluding 
PRASA CRES the 
findings increased by 
11% on 2010/11.

Underperformance by 
Autopax and Metrorail 
in the Gauteng region 
as well as Mainline 
Passenger Services.

The PRASA Group 
spent 27.3% of total 
procurement on 
black women owned 
enterprises as defined 
on the DTI B-BBEE 
Codes of Good Practice. 
This is inclusive of Rail 
Engineering and other 
services.

Excluding special 
meetings.

The insurance renewal 
covers a further 18 
months till end of March 
2012.

Approved by Board of 
Control in December 
2010

Approved by Board of 
Control in December 
2010

The increase is as result 
of lower than targeted 
turnover and security 
costs higher than 
budget. Security costs, 
claims and insurance 
premiums declined year 
on year. 

Governance and Compliance - ensuring controlled compliance to statutory requirements by entrenching a 
culture of corporate governance practices and accountability as well as Fraud Prevention within PRASA 
Strategic Sourcing through an effective and efficient supply chain management process and promotion of 
broad-based economic empowerment and industrial policy objectives

BUSINESS OBJECTIVE: 
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Programme 9: Human Capital Development

PRASA Output Measures Target Actual Variance Analysis and 
programme      Comment

Performance Performance driven  Performance March 2011 Not completed
Management  Employees  Management System
 and Culture implemented for
  Management Levels 
  with at least two reviews

Talent Management Retained talent Competency March 2011 Not complete
  and skills framework; Talent 
  Review; Re-engineered 
  recruitment and selection
  practices; Attraction and 
  retention strategy; 
  Career management 
  guidelines developed. 

  Annual Staff turnover ‹4% 4.9% 0.9% increase  
     on target

Training and Trained Employees Number of 1200  774 36% negative
Development   learnerships (inclusive    variance
  of internships and 
  bursary students)

  Percentage of 1.4% 0.94% 0.46% 
  personnel costs    negative
  spend on direct    varience
  training costs

 Technical Training Established Training September 2010 Established
 Academy Board

The performance 
management system 
was implemented 
for Corporate Office, 
Autopax and PRASA 
Corporate Real Estate 
Solutions. Challenges 
were experienced in the 
PRASA Rail environment 
that resulted in delays 
in implementation. 
A process has been 
started to set targets for 
new financial year. 

Programme 
strengthened for 
2011/12 financial year. 

A total of 707 exits 
of permanent staff 
occurred. 41% of staff 
exits were resignations 
followed by 26% 
retirements and 17% of 
employees passed away.

The figure includes 
only learnerships with 
contracts and excludes 
197 full-time and 
part-time bursaries in 
PRASA that will bring 
the total to 971 or 19% 
negative variance.

A renewed focus on 
training is planned for 
the 2011/12 financial 
year. The refunds from 
TETA (R12,2 m) were 
excluded from the 
calculation.

The development of the 
site is complete.

09
Human Capital Development - ensuring that the appropriate knowledge and skills are acquired and 
maintained to sustain change and improvement for the betterment of the organisation through developing 
human capital development processes to build human capital capabilities

BUSINESS OBJECTIVE: 
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ANNUAL  
PERFORMANCE  
GRAPHS 

Commuter Passenger Trends - Passenger Trips per Annum

Passenger numbers for 2010/11 excludes passengers transported for 2010 FIFA World Cup42



Commuter Fare Revenue Trend - Commuter Fare Revenue Per Anum

Passenger numbers for 2010/11 excludes passengers transported for 2010 FIFA World Cup
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Passengers and Revenue per annum: Mainline Passenger Services

Passenger numbers 
for 2010/11 excludes 
passengers transported 
for 2010 FIFA World Cup

ANNUAL  
PERFORMANCE  
GRAPHS 

(Continued)

44



Train Performance: Mainline Passenger Services
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Commuter Rail: Train Performance

Passenger numbers for 2010/11 excludes passengers transported for 2010 FIFA World Cup

ANNUAL  
PERFORMANCE  
GRAPHS 

(Continued)
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Commuter Rail: Fleet Availability

Commuter Rail: Train Performance (continued)
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Train Performance - Punctuality

Metrorail Regions

ANNUAL  
PERFORMANCE  
GRAPHS 

(Continued)
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Train Performance - Availability 

Metrorail Regions

ANNUAL  
PERFORMANCE  
GRAPHS 

(Continued)
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Train Performance Corridors

Western Cape

ANNUAL  
PERFORMANCE  
GRAPHS 

(Continued)
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Train Performance Corridors

Gauteng
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Train Performance Corridors

KwaZulu Natal

ANNUAL  
PERFORMANCE  
GRAPHS 

(Continued)
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Train Performance Corridors

Eastern Cape
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  The Board of Control of the Passenger Rail Agency of South Africa is 
responsible for the preparation and fair presentation of the con-
solidated financial statements of the Group, comprising the state-
ments of financial position as at 31 March 2011 and the statements 
of comprehensive income, the statements of changes in equity and 
statements of cash flows for the year then ended, as well as the notes 
to the consolidated financial statements, which included a summary 
of significant accounting policies and other explanatory notes and the 
Board of Control’s Report, in accordance with South African State-
ments of Generally Accepted Accounting Practice and in the manner 
required by the Public Finance Management Act, 1999 (Act No1 of 
1999), the Legal Succession to the South African Transport Services 
Amendment Act, 2008 (Act No 38 of 2008).

BOARD OF CONTROL 
RESPONSIBILITY 
STATEMENT

From the left:

Mr Jan David de Villiers

Mr. Bernard Boshielo

Mr Tumi Mohube

Ms Membrey Serobe

Mr Sfiso Buthelezi

Mr Pule Moiloa

Mr Tshepo Lucky Montana

Ms Zanele Bridgette Gasa

Mr Vusi Twala

Mr. Mahesh Fakir

Ms Lulu Letlape

Ms Hlonela Lupuwana
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  The Board of Control’s respon-
sibilities include:

 • Designing, implementing and 
maintaining internal control 
relevant to the preparation of 
these consolidated financial 
statements that are free from 
material misstatement, whether 
due to fraud or error; 

 • Selecting and applying appropri-
ate accounting policies; 

 • Making accounting estimates 
that are reasonable in the cir-
cumstances; 

 • Maintaining an effective system 
of risk management. 

  The Board of Control has made 
an assessment of the Group 
and the 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 consolidated financial 
statements and the Company’s 
financial statements are fairly 
presented in accordance with 
the applicable financial report-
ing framework.

  Approval of Group consolidated 
financial statement and the 
Company financial statements

  The Group consolidated financial 
statements and Company finan-
cial statements of the Passenger 
Rail Agency of South Africa, as 
identified in the first paragraph, 
were approved by the Board of 
Control on 28th July 2011 and 
signed on its behalf by 

 

   

 
Tshepo Lucky Montana 
Group Chief Executive Officer

 

   

 
Sfiso Buthelezi 
Chairman

signed on its behalf by 

  

Tshepo Lucky Montana
Group Chief Executive Officer

  

Group Chief Executive Officer
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Durban Station, KwaZulu-Natal. 

AUDIT COMMITTEE’S  
RESPONSIBILITY

The Audit and Risk Management 
Committee reports that it has 
complied with its responsibilities, 
in terms of section 51(1)(a) of 
the Public Finance Management 
Act and Treasury Regulation 
27.1. The Audit Committee also 
reports that it has regulated its 
affairs in compliance with the 
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 con-
sidered 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. 

The Audit and Risk Management 
Committee 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. 

Vusi Twala    
 
Chairman: Audit and Risk  
Management Committee 

The Audit and Risk Management 
Committee 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. 

EVALUATION OF FINANCIAL STATEMENTS

Vusi Twala    

Chairman: Audit and Risk 
Management Committee 

Management. 
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REPORT ON THE CONSOLIDATED FINANCIAL STATEMENTS

REPORT OF THE AUDITOR- 
GENERAL TO PARLIAMENT 
ON THE PASSENGER RAIL 
AGENCY OF SOUTH AFRICA 

Introduction

1. I have audited the accompanying consolidated and separate financial 
statements of the Passenger Rail Agency of South Africa (PRASA), 
which comprise the consolidated and separate statement of financial 
position as at 31 March 2011, and the consolidated and separate 
statement of comprehensive income, the statement of changes in 
equity and the statement of cash flows for the year then ended, and a 
summary of significant accounting policies and other explanatory 
information as set out on pages 76 to 107 . 

Accounting authority’s responsibility for the consolidated financial 
statements

2. The accounting authority is responsible for the preparation and fair 
presentation of these consolidated and separate financial statements 
in accordance with South African Statements of Generally Accepted 
Accounting Practice (SA Statements of GAAP), and the requirements of 
the Public Finance Management Act, 1999 (Act No. 1 of 1999) (PFMA) 
and the Companies Act of South Africa, 1973 (Act No. 61 of 1973), and 
for such internal control as management determines necessary to 
enable the preparation of consolidated and separate financial 
statements that are free from material misstatement, whether due to 
fraud or error.

Auditor-General’s responsibility

3. As required by section 188 of the Constitution of the Republic of 
South Africa, 1996 (Act No. 108 of 1996) and section 4 of the Public 
Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA), my 
responsibility is to express an opinion on these consolidated and 
separate financial statements based on my audit.

4. I conducted my audit in accordance with International Standards on 
Auditing and General Notice 1111 of 2010 issued in Government Gazette 
33872 of 15 December 2010. Those standards require that I comply with 
ethical requirements and plan and perform the audit to obtain 
reasonable assurance about whether the consolidated and separate 
financial statements are free from material misstatement.
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5. An audit involves performing procedures to obtain audit evidence 
about the amounts and disclosures in the consolidated and separate 
financial statements. The procedures selected depend on the auditor’s 
judgement, including the assessment of the risks of material 
misstatement of the consolidated and separate financial statements, 
whether due to fraud or error. In making those risk assessments, the 
auditor considers internal control relevant to the entity’s preparation 
and fair presentation of the consolidated and separate 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. An audit also includes 
evaluating the appropriateness of accounting policies used and the 
reasonableness of accounting estimates made by management, as 
well as evaluating the overall presentation of the consolidated and 
separate financial statements. 

6. I believe that the audit evidence I have obtained is sufficient and 
appropriate to provide a basis for my audit opinion.

Opinion

7. In my opinion, the consolidated and separate financial statements 
present fairly, in all material respects, the financial position of  PRASA 
and its subsidiaries as at 31 March 2011, and their financial performance 
and cash flows for the year then ended in accordance with SA 
Statements of GAAP, and the requirements of the PFMA and the 
Companies Act.

Emphasis of matters

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

Change in accounting policy 

8. As is disclosed in note 2.5 to the financial statements, PRASA 
changed its accounting policy with regards to the valuation of 
Investment Property in terms of IAS 40. The accounting policy was 
changed from a cost basis to a fair value basis. The impact on the 
financial statements is an increase in assets of R234 million and an 
increase in income of the same amount. The revaluation of investment 
property will be applied prospectively.
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Financial sustainability and going concern

9. I draw attention to note 41 to the financial statements which indicates 
that the group incurred a loss of R1 019 million (2010: R1 269 million) 
and the entity incurred a loss of R766 million (2010: R1 090 million). At 
31 March 2011 the group’s total liabilities exceeded its total assets by 
R186 million (2010 total assets exceeded total liabilities by R 832 
million) and the group’s current liabilities exceeded its current assets 
by R1 571 million (2010: R2 722 million) while entity’s current liabilities 
exceeded its current assets by R1 615 million (2010: R2 667 million). 

10. The steps taken by the accounting authority in these circumstances 
are set out in note 41 to the financial statements. In the event that the 
operations of the group fail to achieve the objectives of its new strategy 
and forecasted cash flows, there will be a material uncertainty that 
may cast significant doubt on the ability of the entity and its subsidiaries 
to continue as going concerns.

Fruitless and wasteful expenditure 

11. As disclosed in note 31 to the financial statements, fruitless and 
wasteful expenditure to the amount of R9,3 million (2010: R3,7 million) 
was incurred due to interest charged by creditors on overdue accounts. 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

12. In accordance with the PAA and in terms of General Notice 1111 of 
2010, issued in Government Gazette 33872 of 15 December 2010, I 
include below my findings on the annual performance report as set out 
on pages 30 to 53 and material non-compliance with laws and 
regulations applicable to the public entity.

Predetermined objectives

13. There were no material findings on the annual performance report 
concerning the presentation, usefulness and reliability of  
the information. 

Compliance with laws and regulations

Annual financial statements, performance and annual report

14. In terms of section 55(1)(a) of the PFMA, the accounting authority of 
a public entity must keep full and proper records of the financial affairs 
of the public entity. Material misstatements in the accounting records 
relating to assets, liabilities, revenue, expenditure and disclosure were 
identified during the audit process that were subsequently corrected 
by management.
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15. As required by section 55(1)(c)(i) of the PFMA, the accounting 
authority did not submit annual financial statements for audit purposes 
by 31 May 2011. The financial statements submitted for audit purposes 
were only approved by the accounting authority on 28 July 2011. 

Audit committees

16. Contrary to the requirements of Treasury Regulation 3.1.8 and the 
audit committee charter, the audit committee did not meet for the period 
from 18 November 2010 to 21 June 2011. This was due to a delay in the 
appointment of a new accounting authority on 20 May 2011 and the 
subsequent constitution of the Board on 6 June 2011. The new audit 
committee was only appointed at that meeting of the Board.

Procurement and contract management

17.In some instances sufficient appropriate audit evidence could not 
be obtained that goods and services with a transaction value of 
between R10 000 and R350 000 were procured through a process which 
is fair, equitable, transparent, competitive and cost-effective as 
required by the PFMA section 51(1)(a)(iii).

18.Construction contracts were awarded to contractors who are not 
registered with the Construction Industry Development Board (CIDB), 
as per the requirement of section 18(1) of the CIDB Act, 2000 (Act No. 
38 of 2000).

INTERNAL CONTROL

19.In accordance with the PAA and in terms of General Notice 1111 of 
2010, issued in Government Gazette 33872 of 15 December 2010, I 
considered internal control relevant to my audit, but not for the purpose 
of expressing an opinion on the effectiveness of internal control. The 
matters reported below are limited to the significant deficiencies that 
resulted in the findings on the annual performance report and the 
findings on compliance with laws and regulations included in this 
report.

Leadership

20.Although the accounting authority exercised their oversight 
responsibilities throughout the year under review, the accounting 
authority was not able to submit the group’s annual financial 
statements for audit purposes by 31 May 2011 as required by section 
55(1)(c)(i) of the PFMA. This was due to the executive authority only 
appointing the accounting authority on 20 May 2011 and the subsequent 
constitution of the Board on 6 June 2011.
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Financial and performance management

21.During the year under review management continued to implement 
financial management improvement plans. These included the 
implementation of an integrated SAP system and other initiatives. 
These attempts were impacted negatively by constraints relating to 
insufficient and appropriately skilled financial resources, in particular 
in the rail operations which were exacerbated by systems 
implementation challenges in the first few months. These factors 
resulted in material adjustments to the accounting records submitted 
for audit.

Governance

22.The audit committee did not meet on a quarterly basis as required 
by the audit committee charter. This was due to a delay in the 
appointment of a new accounting authority on 20 May 2011 and the 
subsequent constitution of the Board on 6 June 2011. The new audit 
committee was only appointed at that meeting of the Board.

OTHER REPORTS

Investigations

23.An investigation is being conducted into the alleged misappropriation 
of funds by employees in the Corporate Real Estate Solutions Division 
of PRASA. The investigation aims to establish whether the funds were 
utilised for their intended purpose in accordance with the approved 
business plan and that all revenue due to the entity has been recovered. 
The investigation was still ongoing at the date of this report.

Pretoria
2 August 2011

ANNUAL FINANCIAL STATEMENTSPASSENGER RAIL AGENCY OF SOUTH AFRICA ANNUAL REPORT 2010/11

65



DIRECTORS’ REPORT 

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, 
1999 (Act No 1 of 1999), as amended (“PFMA”). 

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 Passenger Rail Agency of South Africa is an Agency of the 
Department of Transport responsible for the provision of commuter 
rail services and long haul passenger rail and bus services. Through 
its facilities and real estate management division, PRASA Corporate 
Real Estate Solutions (PRASA CRES) stations, buildings and land 
are managed, maintained and upgraded. Intersite, a wholly-owned 
subsidiary of PRASA, is responsible for leveraging non-operational 
and non-strategic assets of PRASA. Intersite is responsible therefore 
for the secondary mandate of PRASA, which is to generate income 
from the exploitation of assets transferred to PRASA by the Minister 
of Transport. 

Going concern

The Passenger Rail Agency of South Africa has prepared its financial 
statements on a going-concern basis, confirming that the entity will 
be able to meet its financial obligations and finance future operations 
through a combination of Government Funding and revenue income 
generated from operations, and that the realisation of assets and 
settlement of liabilities and commitments will occur in the ordinary 
course of business.

Following the report of the Auditor-General to Parliament on the Group 
Financial Statements of the Passenger Rail Agency of South Africa for 
the year ended 31 March 2010, wherein going-concern issues were 
raised, the Directors took steps to address challenges of financial 
sustainability facing the entity. Among the key steps taken was the 
development and adoption of a new strategy for PRASA over the next 
five (5) years. Part of the strategy has resulted in the restructuring of the 
business with the property portfolio now managed internally through a 
new division, PRASA Corporate Real Estate Solutions (PRASA CRES), 
the strategic focus of Intersite revised from a property management 
company to a vehicle that seeks to leverage non-operational and non-
strategic assets of PRASA and ensuring that assets are fully exploited 
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to generate additional income, implementation of a balance sheet 
restructuring exercise aimed at putting in place a new and optimal 
capital structure, and that assets are managed more effectively, 
valuation of investment assets, cost optimisation initiatives and 
strategies to improve financial performance as well as strengthening 
financials and internal controls. 

The Board of Control took the following decisions with regards to the 
Balance Sheet Restructuring Programme in December 2010, aimed at 
strengthening the financial position of PRASA:

Balance Sheet Restructuring- Autopax: 

• Capitalisation of Shareholders Loan amounting to R 197.8 million 
in Autopax, which was acquired when the shares were bought from 
Transnet, this will significantly improve the capital structure of the 
business.

• PRASA Group to fund a market demand study on the bus passenger 
market on behalf of Autopax, which would determine the optimal 
number of buses required in the business in future. The result will 
allow the Group and Autopax to determine the number of excess 
buses that can be disposed of, subject to PFMA approval.

Balance Sheet Restructuring - Intersite:

• Capitalisation of a portion of the Shareholders Loan, in which shares 
will be issued for cash and proceeds from the subscription will be 
used to redeem shareholder loans;

• The transfer of operating assets from Intersite to PRASA Corporate 
Real Estate Solutions (PRASA CRES);

• The transfer of property and rights to develop certain property 
assets for purposes of the transaction with the Strategic Equity 
Partner (SEP);

• The transaction with the SEP will be concluded to raise much-
 needed capital for PRASA Group and this will require that assets 

and rights to develop assets be identified in order to structure a
 compelling portfolio for an SEP to invest in.

• The assets anticipated may include:

 • Certain 3rd party contracts managed by Intersite;

 • Equity in development projects currently under way;

 • Exclusive rights to develop other land holdings;

 • Exclusive rights to develop certain key station precincts; and

 • Non-strategic properties with commercial potential, which  
  may be sold into Intersite.
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PRASA plans to initially dispose of a 20% stake with an option for 
another 10% to a Strategic Equity Partner. It is expected that the SEP 
will inject over R1 billion of investments into PRASA. PRASA has 
already prepared Intersite for an SEP and has submitted a detailed 
motivation to the Minister of Transport seeking approval to seek a 
Strategic Equity Partner in terms of Section 54 of the PFMA.

These initiatives have contributed, among others, to an improvement in 
the financial position of the two subsidiaries of PRASA, with their debt 
burden reduced and placing them on a sound footing to deliver value 
in the years ahead. In addition, a shortlist of 22 properties categorised 
into stations, development land and commercial buildings has been 
identified, and an optimal process to unlock value in the portfolio as 
well as the legal implications of the SEP process is being finalised. 

National Station Precinct Development Programme:

Intersite Investments has achieved significant progress with regards 
to the identification and selection of development partners for the 
commerical development of an initial 28 station precincts, as per 
PRASA’s strategic objective of unlocking maximum value from the 
property portfolio. The total value of the developments already 
approved by Intersite is R13 billion over the next 8 to 10 years, this is 
aimed at developing and modernising the PRASA Property Portfolio. 
This programme will transform the Portfolio by creating additional 
retail and rental space in modern stations.

Following a competitive procurement process, recommendations 
for preferred bidders for each of the 25 stations were approved 
by the Intersite Board in March 2011. Preferred bidders were then 
notified and requested to enter into Development Entitlement and 
Commitment Agreements in terms of which they were required to 
pay commitment fees equal to 5% of the facilitation fee payable to 
Intersite (ranging between 1% and 3% of the total development cost), 
as a non-refundable commitment fee. These agreements give the 
preferred bidders an exclusivity period of between 12 and 24 months 
to undertake all necessary regulatory processes, site investigations 
and feasibility work to produce a final development proposal for 
acceptance by PRASA.

To date, Development Entitlement and Commitment Agreements 
have been signed for 19 out of the 25 stations awarded. Intersite  
will continue to monitor the progress of the preferred bidders, and assist 
the bidders where possible, until the proposed developments reach  
a stage where they are feasible, which is expected in the next 12 to  
24 months.

Steps have been implemented to improve operational effectiveness 
through increased availability and reliability of assets, which impacts 
on the entity meeting its budgetary targets. 

The ratios in the business suggest the beginning of a shift in the right 
direction. Government funding commitment to PRASA for both its 
transport operations and infrastructure investment programme for 
the MTEF amounts to R30.2 billion, and Government is working with the 
entity to modernise its passenger rail services through the delivery of 
an eighteen (18) year new rolling stock programme and a seven (7) year 
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signalling upgrade programme, which are very important in securing 
the future and financial sustainability of the entity.

Accounting treatment of the R797 million grant for the purchase of a 
new bus fleet for Autopax:

Government made a commitment to FIFA to ensure the provision of an 
efficient and effective transport system during the 2010 FIFA World 
Cup. PRASA was mandated by Government to play a significant role in 
ensuring that the transport commitment was fulfilled successfully. To 
this end, Government made significant financial resources available to 
PRASA to refurbish over 2000 train coaches, upgrade stations, build 
new stations and purchase a new bus fleet for Autopax. Government 
provided R797 Million to PRASA for the purchase of 570 buses for 
Autopax. The accounting treatment of this financial support from 
Government to PRASA and its subsidiary Autopax became a topic of 
serious discussion between PRASA, the Office of the Auditor-General 
and the Accountant-General. It was decided between the parties that 
the R797 Million be treated as a grant to Autopax to purchase buses, 
with PRASA merely receiving and on paying such amount for and on 
behalf of Autopax. Its treatment was therefore deemed no different 
from any Government grant on Capex given to PRASA. Therefore the 
grant was treated as deferred income and disclosed in the long term 
liability section of the balance sheet as per the requirements of the 
Accounting Statement for Government Grants (IAS20). The full cost 
of the buses would be charged to the income statement as an annual 
depreciation charge over the life of the assets. The grant will therefore 
be amortised over the useful life of the buses (charged as a credit to the 
income statement) thus reducing the effect of the depreciation charge.

BEE ranks as a priority and is fully integrated into all areas of the Group, 
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, 2003 (Act No 53 of 2003), as well as the Supply 
Chain Management Policy, 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. 
The Group is fully committed to use the resources at its disposal to 
further BEE advancement.

Financial position and results

Capital expenditure

Total capital investment to the value of R2,9 billion (2010: R5.0 billion) 
was made during the year under review (inclusive of buses which 
were acquired through a secured loan). These funds were expended 
mainly towards the upgrading and maintenance of the rolling stock, 
infrastructure upgrades and station developments.

BLACK ECONOMIC EMPOWERMENT (“BEE”) 02
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Operational funds

The Corporation received an operational subsidy of R3 154,9 million for 
the year (2010: R3 185,8 million). 

Operational results

Total Group income amounted to R3 690,3 million, (exclusive of 
government subsidy) compared to R3 326,9 million in the prior year. 
Fare revenue for ticket sales for twelve months has been included 
in the results. Group operating expenditure increased by 0.34%.  
(2010: 29,1%) 

State compensation

During the year, an amount of R3 154,9 million (2010: R3 185,8 million) 
was received from Government towards the financing of operations. 
This reflects a decrease of 0,97% on the previous year (2010: increase 
of 24,9%). The capital expenditure subsidy received amounted to  
R5 610,3 million (2010: R4 099,8 million).

Subsidiaries

The Corporation’s interest in its subsidiaries is summarised as follows:

Name Percentage  Issued capital Amounts owing Attributable share
  shareholding   by subsidiary to of net profit/loss
    companies    

Intersite Asset Investments (Pty) Ltd

Autopax Passenger Services (Pty) Ltd

Ordinary shares  
2011 100% R375 R17,4 million (R5,6million) 
2010 100% R2 (R124,0 million)  (R72,5million) 

Ordinary shares 
2011 100% R353 863 850 (R15,3 million) (R49,8 million) 
2010 100% R 20 461 500 (R71,3 million)  (R106,3 million) 
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Board of Control adheres to the principles of good corporate 
governance as espoused in the PMFA and King II Report and Protocol 
per the Corporate Governance in the Public Sector. This entails the 
provision of an oversight over the management of the assets of PRASA 
is done diligently and in a fair and transparent manner. Reporting to the 
Shareholder was strengthened by a Corporate Plan and Shareholders 
Agreement which ensured that the targets, measures and outputs are 
clearly articulated to enhance the Board’s accountability. The Board, in 
discharging its obligations and to effectively fulfill its fiduciary duties, 
is supported by the following Committees: 

Audit and Risk Management Committee;
Human Resources & Remuneration Committee;
Finance, Capital Investment and Procurement Committee;
Safety, Health and Environmental Committee;
Governance and Performance Committee.

The Board as the Accounting Authority has delegated the day-to-day 
management to the Executive Committee under the leadership of the 
Group Chief Executive Officer. 

Requirements in terms of the protocol on corporate governance on 
the Public Sector

Organisational structure

The organisational structure of the Corporation appears on page 14 of 
this report. 

Significant events reported to the Executive Authority

No significant events were reported to the Executive Authority during 
the year under review. 

Protocol for communication with Shareholder

The Executive Authority for PRASA is the Minister of Transport who 
represents the Shareholder. The Board as the Accounting Authority of 
the Corporation reports to the Minister of Transport. Communication 
with the Shareholder is channeled primarily through the Office of 
the Chairman. Regular reporting was undertaken in terms of the 
Shareholders Compact. 

Litigation matters

During the year under review PRASA was involved in 2 major matters. 
In one matter action was instituted against PRASA for alleged breach 
of contract pertaining to Rolling Stock Refurbishment Programme and 
the matter was dismissed at the High Court in favour of PRASA. 

CORPORATE GOVERNANCE 03
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In the second matter PRASA instituted arbitration proceedings 
against Match/FIFA for alleged breach of contract pertaining to the 
service provision by Autopax a wholly owned subsidiary of PRASA, 
during the FIFA World Cup. The matter was finalised and MATCH was 
ordered to pay a portion of the proved claim and the remainder of R80 
million was not paid which was linked to the agreement with FIFA 
for the National Supporter Status during the Confederations Cup and 
2010 FIFA World Cup.

Post balance sheet events

No material facts or significant circumstances which affect the 
financial position of the Group have arisen between the date of the 
Balance Sheet and the production date of this report other than as 
reflected in this report.

Performance against goals

PRASA’s 3 year Corporate Plan defines objectives that are directly 
linked to PRASA’s mandate as defined in the Legal Succession 
Act.  These objectives are used to measure the performance of the 
Corporation as they appear on page 30 to 53 of this report.

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.

Ms Moore attended the meeting prior to her appointment on the  
17th November 2010 as an invitee by virtue of her being nominated  
by the Minister of Finance to serve on the Board of PRASA. 

The following directors and members served on the Board of Control:

BOARD OF CONTROL04

Title Name Position Appointed Comments

Old Board of Control (BOC)

Mr  S Buthelezi  Chairman 1 October 2006 
Mr  V Twala Non-executive 1 October 2006 
Mr  P Moiloa Non-executive 1 October 2006 
Mr  B Boshielo  Non-executive  1 October 2006 
Ms B Gasa Non-executive  1 October 2006 
Ms  M Serobe  Non-executive  1 October 2006 
Ms  L Letlape  Non-executive 18 September 2008 
Ms  H Lupuwana  Non-executive 18 September 2008 
Mr  J De Villiers  Department of  1 October 2009
   Transport 
Mr  M Fakir National Treasury 1 October 2006 Resigned (1 October 2010)
Ms  M Moore National Treasury 17 November 2010 Appointed
Mr TL Montana Chief Executive 1 July 2006 
   Officer (ex officio) 

72



Director’s emoluments

Please refer to note 27 of the Annual Financial Statements.

Internal controls

Internal controls and systems are now designed to provide adequate 
assurance of the integrity and reliability of the annual financial 
statements, to safeguard and maintain accountability of its assets and 
to minimise the risk of fraud.

Board committees

The Board has five 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 
is reviewed annually. 

Title Name Position Appointed Comments

Title Name Position 

New Board of Control (BOC)

Audit and Risk Management Committee 

Mr  S Buthelezi  Chairman 1 April 2011 
Ms  B Gasa Non-executive 1 April 2011 
Mr  F Salanje  Non-executive 1 April 2011 
Mr  N Khena  Non-executive  1 April 2011 
Mr T Gcabashe Non-executive  1 April 2011 
Ms  M Nkoenyane Non-executive  1 April 2011 
Ms  Z Mzaidume Non-executive 1 April 2011 
Mr  K Pillay Non-executive 1 April 2011 
Mr  X George  SALGA 1 April 2011 
Mr  M Vilana  Department of  1 April 2011
   Transport 
Ms  M Moore National Treasury 1 April 2011 
Mr TL Montana Chief Executive 1 April 2011
   Officer (ex officio)  

Mr  V Twala  Chairman 
Ms  M Serobe  Member
Ms  L Letlape  Member
Mr  R Moyo  Co-opted 
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Title Name Position 

Finance Capital and Procurement Committee (FCP)

Mr  B Boshielo Chairman
Ms B Gasa Member
Mr  P Moiloa Member
Mr  M Fakir Member

The Audit and Risk Committee supports the Board in discharging its 
Corporate Governance responsibilities in relation to:
- Accounting policies;
- Finance reporting;
- Internal control;
- 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 three independent non Executive 
members, including the Chairman, the Chief Executive Officer,  
Chief Financial Officer. Head of Internal audit and External auditors 
attend meetings by invitation.

The HR 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 wellbeing and sound corporate culture; and
- The promotion of an efficient and effective workforce.

The FCP 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 (SMMEs);
- Adjudication of all capital investments projects and tenders over 

R50 million; and
- Ensuring adherence to the principles contained in the framework 

for supply chain management issued by National Treasury.

Title Name Position 

Human Resources and Remuneration Committee (HR)

Ms  B Gasa Chairman
Mr B Boshielo Member
Ms  L Letlape  Member
Ms  H Lupuwana Member
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Title Name Position 

Safety, Health and Environmental Committee (SHE)

Ms  M Serobe Chairman
Mr P Moiloa Member
Mr  V Twala Member

Title Name Position 

Governance and Performance Committee (Governance)

Mr  S Buthelezi Chairman
Mr B Boshielo  Member
Ms  B Gasa Member
Ms  M Serobe Member 
Mr  V Twala Member 
Mr  P Moiloa Member

The SHE Committee supports the Board in discharging its 
responsibilities for the safety of commuters, employees and others 
who work and use the network and for environmental protection. In 
discharging its responsibilities, the Committee:
- Ensures that the Corporation has effective safety and 

environmental policies, systems and programs 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.

- The objective of the Governance Committee is to ensure  
that PRASA is governed in a way that is efficient, responsible, 
transparent, and accountable to the shareholder and  
the taxpayer.

- The 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 is well 
understood and unambiguous for the effective discharge of the 
Corporation’s mandate as contained in the Legal Succession to 
the South African Transport Services Amendment Act, 2008 (Act 
No 38 of 2008), 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. 

- Monitoring compliance to IT Governance. 
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Mr SN Buthelezi P P A P P P P P 

Mr VO Twala  P P P P P P P P 

Mr P Moiloa A P P P P A A P 

Ms MM Serobe  A A P P P P P P 

Ms B Gasa A P P P P P P P 

Mr B Boshielo P A P P P P A A 

Ms Lulu Letlape  P P P P P P A A 

Ms Hlonela Lupuwana   A P P A A P P P 

Mr J de Villers - P A P A A P A 

Ms M Moore  - P P P P P P A 

Mr M Fakir P R R R R R R R 

Mr TL Montana P P P P P P P P 

Attendance of Meetings

*P – Present  *A – Absent  *R - Resigned

Board of Control meetings

Board of Control 28 May 5 August 30 August 16 September 27 October 13 December 28 February 28 March Comments
 2010 2010 2010 2010 2010 2010 2011 2011

Audit and Risk Management Committee meetings

Mr VO Twala  P P P P P P
Ms MM Serobe  A A P P P A
Ms L Letlape  P P P P A A
Mr R Moyo   P A A A A A
Mr TL Montana A A P P P P

Names 11 May 25 May 4 August 30 August  18 November 16 February  
 2010  2010  2010  2010  2010  2011

Names 6 May 11 November
 2010 2010

Human Resources and Remuneration Committee meetings 

Ms B Gasa P P  

Mr  B Boshielo P P 

Ms L Letlape  P P 

Ms H Lupuwana  P A 

Mr TL Montana  A P 
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Names 6 May  26 October  17 February  
 2010 2010 2011

Finance, Capital and Procurement Committee meetings 

Mr B Boshielo  P P P

Ms B Gasa P P P

Mr P Moiloa A P A

Mr M Fakir  P R R

Mr TL Montana A P P

Names 29 April  4 August  16 February  
 2010 2010 2011

Governance and Performance (Governance Committee meetings)

Mr SN Buthelezi  P A P

Ms B Gasa P P  P

Mr VO Twala  P P  A

Mr B Boshielo  A P  A

Mr P Moiloa  P A P

Ms MM Serobe  A P P

Mr TL Montana P P  P

Company Secretary

Mr T Mohube served as Company Secretary throughout the year.

Physical Address Postal Address Telephone

30 Wolmarans Street Private Bag x101 011 773 1600

Umjantshi House Braamfontein Fax

Braamfontein 2017 011 774 6299

Johannesburg

Bankers

Amalgamated Banks of South Africa – ABSA
Investec Bank
Rand Merchant Bank
Standard Bank 
First National Bank

Website
www.prasa.com

CORPORATE DETAILS
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2010 
R’000 

2011 
R’000 

Notes 2011 
R’000 

2010 
R’000 

ASSETS

 15 226 266  17 220 103 Non-current assets  17 812 183  15 990 035 
 14 890 535  16 341 412 Property, plant and equipment 4  17 352 781  15 849 712 

 26 583  113 449 Intangible assets 5  113 515  26 583 
 104 142  337 525 Investment property 6  337 525  104 142 

 9 472  8 236 Defined benefit plan assets 18  8 236  9 472 
 -  - Deferred taxation 32.3  126  126 

 195 534 419 481 Investment in subsidiaries 8  -  - 

 701 996  2 339 375 Current assets  2 655 020  844 585 
 219 314  291 157 Trade and other receivables 9  368 540  259 575 

 -  - Assets classified as held for sale 7  15 308  - 
 2 212  - Other financial assets 10  -  2 212 

 157 701  140 719 Inventories 11  145 519  163 450 
 322 769  1 907 499 Cash and cash equivalents 12  2 125 653  419 348 

 15 928 262  19 559 478 Total assets  20 467 203  16 834 620 

EQUITY AND LIABILITIES

 940 070  174 148 Total equity attributable to equity holders of the Entity (186 524)  832 627 
 4 248 258  4 248 258 Share capital 13  4 248 258  4 248 258 

 (3 308 188)  (4 074 110) Accumulated loss  (4 434 782)  (3 415 631)

 11 628 268  15 430 839 Non-current liabilities  16 427 580  12 435 566 
 16 191  - Loans and borrowings 14  396 483  822 710 
 36 570  20 595 Discounted lease agreements 15  20 595  36 570 

 203 842  221 902 Provision for claims 16  221 902  203 842 
 63 973  61 182 Employee benefit obligations 17  62 843  64 752 

 11 307 692  15 127 160 Capital subsidy and grants 19  15 725 757  11 307 692 

 3 359 924  3 954 491 Current liabilities  4 226 147  3 566 427 
 2 472 629  2 885 563 Trade and other payables 20  2 986 111  2 557 294 

 -  - Short-term portion of loans and borrowings 14  71 907  121 838 
 11 014  15 973 Short-term portion of discounted lease agreements 15  15 973  11 014 
 95 925  104 424 Short-term portion of provision for claims 16  104 424  95 925 

 780 356  948 531 Short-term portion of capital subsidy and grants 19  1 047 732  780 356 

 15 928 262  19 559 478 Total equity and liabilities 20 467 203  16 834 620 

CONSOLIDATED STATEMENTS OF 
FINANCIAL POSITION AS AT  
31 MARCH 2011

ENTITY GROUP
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CONSOLIDATED STATEMENTS OF 
COMPREHENSIVE INCOME FOR THE 
YEAR ENDED 31 MARCH 2011

2010 
R’000 

2011 
R’000 

Notes 2011 
R’000 

2010 
R’000 

5 188 032 5 065 762 Revenue 5 687 128 5 634 748
 251 212  282 996 Operating leases rental income 21  276 976  251 212 

 1 750 977  1 627 833 Fare revenue 22  2 222 037  2 159 086 
 3 185 843  3 154 933 Government subsidy 23  3 154 933  3 185 843 

 -  - Management fee 24  33 182  38 607 

  869 603  1 252 586 Other income  1 158 062  877 966 
 776 246  886 478 Capital subsidy and grants amortised 19  985 680  776 246 

 93 357  366 108 Sundry income 28  172 382  101 720 

 (6 072 511)  (6 087 696) Operating expenses 26  (6 658 998)  (6 681 825)
 (1 017 384)  (1 128 248) Depreciation and amortisation 4, 5 & 6  (1 277 970)  (1 035 511)

(56 827) (54 859) Loss on disposal of assets 25 (55 282) (56 827)
(12 778) (19 630) Impairment losses recognised (32 415) (12 778)
 24 557  - Fair value adjustments on derivative  -  24 557 

 -  234 382 Fair valuation of investment properties 6  234 382  - 
(1 559) (4 289) Actuarial loss (4 289) (1 559)

 (1 078 867) (741 992) Loss before investment income and finance cost (949 382)  (1 251 229)

(47 596) (92 747) Finance cost 29 (143 180) (64 777)
 36 069  68 817 Finance income 30  73 411  46 844 

 (1 090 394) (765 922) Loss before taxation  (1 019 151)  (1 269 162)
 -  - Taxation 32  -  31 

 (1 090 394) (765 922) Loss and total comprehensive income for the year  (1 019 151)  (1 269 131)

ENTITY GROUP
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2010 
R’000 

2011 
R’000 

2011 
R’000 

2010 
R’000 

ORDINARY SHARE CAPITAL
 4 248 258  4 248 258 Balance at the beginning of the year  4 248 258  4 248 258 

 -  - Movements during the year  -  - 

 4 248 258  4 248 258 Balance at the end of the year  4 248 258  4 248 258 

ACCUMULATED LOSS
 (2 574 596)  (3 308 188) Balance at the beginning of the year  (3 415 631)  (2 525 475)
 (1 090 394) (765 922) Loss for the year  (1 019 151)  (1 269 131)

Transactions with owners
 356 802  - Transfer of Shosholoza Meyl  -  356 802 

 -  - Investment in Autopax  -  22 173 

 (3 308 188)  (4 074 110) Balance at the end of the year  (4 434 782)  (3 415 631)

 940 070  174 148 Total equity attributable to equity holders of the Entity (186 524)  832 627 

CONSOLIDATED STATEMENTS OF 
CHANGES IN EQUITY FOR THE 
YEAR ENDED 31 MARCH 2011

ENTITY GROUP
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2010 
R’000 

2011 
R’000 

2011 
R’000 

2010 
R’000 

Cash flow from operating activities
(789 645) (652 274) Operating cash flows before working capital changes (791 588) (943 880)
 138 515  364 347 Changes in working capital  325 283  231 501 

(651 130) (287 927) Cash utilised in operations 34 (466 305) (712 379)
(47 596) (92 747) Finance cost (143 180) (64 777)

 -  - Taxation paid 32  -  - 
(698 726) (380 674) Net cash used in operating activities (609 485) (777 156)

Cash flow from investing activities
 36 069  68 817 Investment income - interest received  73 411  46 844 

 (4 082 398)  (2 740 941) Acquisition of property, plant and equipment  (2 956 773)  (5 012 379)
 4 078  1 460 Proceeds on sale of property, plant and equipment  2 104  5 228 

(15 342)  - Acquisition of intangible asset  - (15 342)
 -  - Decrease in short-term loan (49 931)  - 

(22 024) (223 947) Increase in loans to subsidiaries  -  - 
 619  - Cash acquired from subsidiaries and divisions  -  664 

 (4 078 998)  (2 894 611) Net cash used in investing activities  (2 931 189)  (4 974 985)

Cash flow from financing activities
(3 600) (16 191) (Repayment of)/increase in other financial liabilities (426 227)  924 757 

(13 023) (15 975) Repayment of discounted lease agreements (15 975) (13 023)
 -  18 060 Provision for claims  18 060  - 

 4 099 848  4 874 121 Capital subsidy and grants received 19  5 671 121  4 099 848 
 4 083 225  4 860 015  5 246 979  5 011 582 

(694 499)  1 584 730 Net increase/(decrease) in cash and cash equivalents  1 706 305 (740 559)
 1 017 268  322 769 Cash and cash equivalents at the beginning of the year  419 348  1 159 907 

 322 769  1 907 499 Cash and cash equivalents at the end of the year 12  2 125 653  419 348 

CONSOLIDATED STATEMENTS 
OF CASH FLOWS FOR THE YEAR 
ENDED 31 MARCH 2011

ENTITY GROUP
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NOTES TO THE CONSOLIDATED 
FINANCIAL STATEMENTS FOR THE 
YEAR ENDED 31 MARCH 2011

1 Reporting entity

 The Passenger Rail Agency of South Africa (PRASA) is governed by the Legal Succession to the South African Transport 
Services Amendment Act, 2008 (Act No38 of 2008). The consolidated financial statements of the Group for the year ended 31 
March 2011 comprise the Company and its subsidiaries (together referred to as “the Group”).

2 Basis of preparation

2.1 Statement of compliance

 The consolidated financial statements have been prepared in accordance with South African Statements of Generally 
Accepted Accounting Practice (SA GAAP), the Public Finance Management Act, 1999 (Act No 1 of 1999) and specific regulations 
issued by National Treasury. 

2.2 Basis of measurement

 The consolidated financial statements have been prepared on the historical cost basis except for certain assets and liabilities 
which are measured at fair value through profit or loss.

2.3 Functional and presentation currency

 The consolidated financial statements are presented in South African Rand, which is the Entity’s functional currency. All 
financial information presented in Rand has been rounded to the nearest thousand. 

2.4 Use of estimates and judgments

 The preparation of financial statements in conformity with SA GAAP 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. The following significant areas of judgments and sources of estimation uncertainty were used during the 
financial year:

 • Uncertainties that result from the assessment of useful lives and residual values on property, plant and equipment  
 (see note 4).

 • Uncertainties that result from the fair value measurement on financial assets using valuation techniques. Inherent to  
 these techniques are certain uncertainties such as time of cash flows and interest rates used for discounting. 

 • The nature of the judgments and estimation uncertainties related to provisions. 

 • Key assumptions, judgments and/or estimates used with regards to impairment of property, plant and equipment. 

2.5 Change in accounting policy

 On 31 March 2011, the Group changed its accounting policy for measuring investment properties. Measurement has changed 
from the cost method, showing depreciated value, to the fair value method. These assets consist of a building and various 
pieces of land. The capitalisation of net income approach is used on the buildings and leasehold improvements. The present 
value of market values is used on the land valuation. (See note 6)

 Retrospective adjustments to prior periods were not done as they were deemed impracticable due to information not being 
available and significant estimates being required.

3 Accounting policies

3.1 Significant accounting policies

 Except for investment properties, 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. 

3.2 Basis of consolidation

3.2.1 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 Group and  
its subsidiaries.

 Results of subsidiaries are included from the date control commences to the date control ceases. Inter-company transactions 
have been eliminated on consolidation. 

 The investment in subsidiaries in the Entity’s separate financial statements are carried at cost less impairment losses.

3.2.2 Acquisitions from entities under common control

 Business combinations arising from transfers of interests in entities that are under the control of the shareholder that 
controls the Group are accounted for at date of acquisition without restating comparatives. The assets and liabilities acquired 
are recognised at the carrying amounts recognised previously in the Group controlling shareholder’s consolidated financial 
statements. The excess or shortfall of the net of the acquisition date amounts of the identifiable assets acquired, the liabilities 
assumed and the consideration transferred, measured in accordance with SA GAAP, is recognised in equity.

3.3 Property, plant and equipment 

3.3.1 Recognition and measurement of owned assets

 An item of property, plant and equipment is recognised as an asset:

 • when the Group has full control over it; and

 • it is probable that future economic benefits will flow to the Group; and

 • the asset has a cost, or other determined value which can be measured reliably.82
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 Property, plant and equipment is initially measured at cost, including all directly attributable costs necessary to bring the 
asset to its required working condition for its intended use. Subsequently property, plant and equipment is measured at cost 
less accumulated depreciation and accumulated impairment losses.

 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.

 The amount capitalised, as part of the asset’s cost, is the contractual amount, discounted to the date of initial recognition.

 Property, plant and equipment ceases to be recognised when it is disposed of or permanently withdrawn from use or when 
no future economic benefits are expected from its use or disposal.

 Gains and losses arising from the retirement or disposal of property, plant and equipment are determined as the difference 
between the net disposal proceeds and carrying amount of the assets and are recognised as income or expenses in profit  
or loss.

 The depreciation method used reflects the pattern in which the assets’ future economic benefits are expected to be consumed 
by the Group.

3.3.2 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. The carrying amount of the replaced part is derecognised. All other 
costs are recognised in profit or loss as an expense when incurred.

3.3.3 Depreciation

 The useful life of an asset is reviewed annually, and if expectations differ from previous estimates, the changes are accounted 
for as a change in accounting estimate in accordance with IAS 8 (AC103) - Accounting policies, changes in accounting 
estimates and errors.

 Depreciation on all property, plant and equipment commences when the items are available for use. Depreciation is 
recognised on a straight-line basis to write off the cost of assets to their residual values over the following estimated useful 
lives. Land is not depreciated as it is deemed to have an indefinite life.

 Asset class Useful life

 • Facilities 5 to 50 years

 • Rolling stock

   - Undercarriages 33 years

   - Components 12 years 

 • Infrastructure 2 to 110 years

 • Moveable assets and workshop equipment 3 to 10 years

 • Buses  8 years

 Depreciation does not cease when the asset becomes idle or is retired from active use unless the asset is fully depreciated.

 Assets under construction represent work in progress and are transferred to the appropriate category of assets on receipt 
of completion certificates, when the asset is available for use. Depreciation commences on the date of transfer.

3.4 Intangible assets

 Intangible assets are initially measured at cost. Cost includes any directly attributable cost of preparing the asset for its 
intended use.

 After initial recognition, intangible assets are carried at their cost less any accumulated amortisation and any accumulated 
impairment losses.

 Expenditure on research activities, undertaken with the prospect of gaining new scientific or technical knowledge and 
understanding, is recognised in profit or loss as incurred.

 Development costs of intellectual property or copyrights are recognised as an asset when the following conditions are met:

 • Technical and commercial feasibility of the product;

 • When the Group demonstrates the intention to complete the intangible asset and use or sell it;

 • When the Group demonstrates the ability to use or sell the intangible asset (intellectual property);

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

 • The Group can demonstrate how the projects will generate future economic benefits; and

 • The cost can be measured reliably.

 Intangible assets are derecognised on disposal or when no future economic benefits are expected from its use or disposal.

3.4.1 Subsequent costs

 Subsequent expenditure is capitalised only when it increases the future economic benefits embodied in the specific asset to 
which it relates. All other expenditure, including expenditure on internally generated goodwill and brands, is recognised in 
profit or loss as incurred.

3.4.2 Amortisation

 Intangible assets with a finite useful life are amortised over that useful life of the product. Amortisation commences when 
the asset is available for use, i.e. when it is in the location and condition necessary for it to be capable of operating in the 
manner intended by management.
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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. The estimated useful lives are as follows:

 Asset class     Useful life

 • Copyright     25 years

 • Software     10 years

3.5 Investment property

3.5.1 Recognition and measurement of investment property.

 An item of investment property is recognised as an asset:

 • when the Group has full control over it;

 • it is probable that future economic benefits will flow to the Group; and

 • the asset has a cost, or other determined value which can be measured reliably.

 Investment property is accounted for at fair value, including all directly attributable costs necessary to bring the asset to its 
required working condition for its intended use. 

 When parts of an item of investment property have different useful lives, they are accounted for as separate items (major 
components) of investment property.

 The amount capitalised, as part of the asset’s cost, is the contractual amount, discounted to the date of initial recognition.

 Investment property ceases to be recognised when it is disposed of or permanently withdrawn from use or when no future 
economic benefits are expected from its use or disposal.

 Gains and losses arising from the retirement or disposal of investment property are determined as the difference between 
the net disposal proceeds and carrying amount of the assets and are recognised in profit or loss.

 The fair value method used reflects the pattern in which the assets’ future economic benefits are expected to be earned by 
the Group. 

3.5.2 Subsequent costs

 The Group recognises in the carrying amount of an item of investment property 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. The carrying amount of the replaced part is derecognised. All other costs 
are recognised in profit or loss as an expense when incurred.

3.5.3 Depreciation

 Depreciation is calculated over the depreciable amount, which is the cost or revaluation of an asset, or other amount 
substituted for cost, less its residual value. 

 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.

 Investment property other than land were depreciated when ready for use on the straight-line basis over 50 years, to write 
off the cost of assets to their residual values over the following estimated useful lives. At 31 March 2011 investment properties 
were fair valued and will therefore not be depreciated effected 1 April 2011.

 Depreciation does not cease when the asset becomes idle or is retired from active use unless the asset is fully depreciated.

3.6 Assets classified as held for sale

 Non-current assets (or disposal groups) are classified as assets held for sale when their carrying amount is to be recovered 
principally through a sale transaction and a sale is considered highly probable. They are stated at the lower of carrying 
amount and fair value less costs to sell if their carrying amount is to be recovered principally through a sale transaction 
rather than through continuing use.

3.7 Impairment 

3.7.1 Financial assets

 A financial asset not carried at fair value through profit or loss is assessed at each reporting date to determine whether there 
is any objective evidence that it is impaired. A financial asset is considered to be impaired if objective evidence indicates that 
one or more events have had a negative effect on the estimated future cash flows of that asset.

 Objective evidence that financial assets are impaired can include default or delinquency by a debtor, restructuring of an 
amount due to the Group on terms that the Group would not consider otherwise or indications that a debtor will enter 
bankruptcy.

 An impairment loss in respect of a financial asset measured at amortised cost is calculated as the difference between its 
carrying amount and the present value of the estimated future cash flows, discounted at the original effective interest rate. 

 Individually significant financial assets are tested for impairment on an individual basis. The remaining financial assets are 
assessed collectively in groups that show similar credit risk characteristics.

 All impairment losses are recognised in profit or loss.

 An impairment loss is reversed if the reversal can be related objectively to an event occurring after the impairment loss was 
recognised. For financial assets measured at amortised cost the reversal is recognised in profit or loss.

3.7.2 Non-financial assets

 The carrying amounts of the Group’s non-financial assets other than inventory and deferred taxation 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. 84



 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-taxation 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 profit or loss whenever the carrying amount of asset exceeds its recoverable amount.

 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.

 The increased carrying amount shall not exceed the carrying amount that would have been determined (net of depreciation 
or amortisation) had no impairment loss been recognised in prior years. The reversal is recognised in profit or loss.

3.8 Inventories

 Inventories are measured at the lower of cost or net realisable value. Net realisable value is the estimated selling price in the 
ordinary course of business, less the estimated costs of completion and selling expenses. Inventories are held as spare parts 
for maintenance or non-operational additions on rolling stock and adjustments to net realisable value are recognised by 
raising an appropriate provision for obsolete and damaged items. Cost is determined on the weighted average method.

3.9 Provisions

 Provisions are made for unavoidable liabilities of which the amount can be estimated, but the settlement is uncertain. These 
provisions are recognised when the Group 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. 

 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. Where the effect of the time value of money is 
material, the amount of a provision is the present value of the expenditures expected to be required to settle the obligation. 
The discount rate is a pre-taxation rate that reflects current market assessments of the time value of money and the risks 
specific to the liability. The discount rate does not reflect risks for which future cash flow estimates have been adjusted. The 
unwinding of discount is recognised in finance costs.

 A provision is reversed to the extent that it is no longer probable that a future outflow of economic benefits will be required 
to settle the obligation.

3.10 Revenue recognition

 Revenue is recognised when it is probable that future economic benefits will flow to the Group and these benefits can be 
reliably measured. Revenue is measured at the fair value of the consideration received or receivable.

3.10.1 Services

 Revenue from the rendering of passenger services is recognised in the statement of comprehensive income in the period the 
service is rendered. It comprises of ticket sales to train or bus commuters for passenger and long distance journeys rendered 
during the period.

3.10.2 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 (refer note 3.16).

3.11 Finance income

 Interest income is recognised in profit or loss as it accrues, using the effective interest rate method. 

3.12 Government grants and subsidy

 Government grants relating to capital expenditure are recognised as deferred income when they are received. The Entity 
receives these transfers in return for complying to certain conditions relating to the operating activities of the business.

 Where grants and subsidies relate to the purchase of property, plant and equipment they are classified as non-current 
liabilities and are released to profit or loss on a straight-line basis over the average period of the useful life of the assets. The 
short term portion is shown as current liabilities.

 Grants relating to operational expenditure are recognised in profit and loss as the expenditure is incurred.

3.13 Expenses

3.13.1 Financing costs

 Financing costs comprise interest payable on borrowings calculated using the effective interest method and unwinding  
of discount.

 The interest expense component of finance lease payments is recognised in profit or loss using the effective interest method.

3.13.2 Borrowing costs

 Borrowing costs that are not directly attributable to the acquisition, construction or production of a qualifying asset are 
recognised in profit or loss using the effective interest method.

3.13.3 Lease payments

 Payments made under operating leases are recognised in profit or loss on a straight-line basis over the term of the lease.

3.14 Income taxation

 Income taxation expense comprises current and deferred taxation.

3.14.1 Current taxation

 The Company is exempt from the payment of any taxation, transfer duty, stamp duty or levy that would have been payable 
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(excluding customs and excise, and VAT), in terms of section 31(4) of the Legal Succession to the South African Transport 
Services Act, 1989 (Act No 9 of 1989).

 Intersite Asset Investments and Autopax Passenger Services are subsidiaries of the Group and are liable for taxation, 
therefore subject to the Income Tax Act. Income taxation is recognised in profit or loss except to the extent that it relates to 
items recognised directly in equity, in which case it is recognised in equity. Current taxation is the expected taxation payable 
on the taxable income for the year, using taxation rates enacted or substantively enacted at the reporting date, and any 
adjustment to taxation payable in respect of previous years.

3.14.2 Deferred taxation

 Deferred taxation is recognised in respect of temporary differences between the carrying amounts of assets and liabilities 
for financial reporting purposes and the amounts used for taxation purposes. Deferred taxation is measured at the taxation 
rates that are expected to be applied to temporary differences when they reverse, based on the laws that have been enacted 
or substantively enacted by the reporting date.

 Deferred taxation is not recognised for the following temporary differences: the initial recognition of assets or liabilities in a 
transaction that is not a business combination and that affects neither accounting nor taxable profit or loss, and differences 
relating to investments in subsidiaries to the extent that it is probable that they will not reverse in the foreseeable future.

 Deferred taxation assets and liabilities are offset if there is a legally enforceable right to offset current taxation liabilities and 
assets, and they relate to income taxes levied by the same taxation authority on the same taxable Group, or on different 
taxation entities, but they intend to settle current taxation liabilities and assets on a net basis or their taxation assets and 
liabilities will be realised simultaneously.

 A deferred taxation 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, and reviewed annually to assess probability of recovery.

3.15 Employee benefits

3.15.1 Short-term employee benefits

 The cost of all short-term employee benefits is recognised in profit or loss 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 expected salary levels.

3.15.2 Defined benefit plans

 The Group operates a defined benefit plan with regards to pension benefits upon retirement of employees, the assets of 
which are held in separate trustee-administered funds. Another defined benefit plan for medical scheme benefits  
for employees and pensioners exists under administration of the Transmed Medical Scheme. The pension benefit’s plan 
assets are administered by Metropolitan Health Group (Pty) Ltd and professional independent actuaries actuarially value 
these funds. 

 The benefit cost and obligations under the defined benefit fund are determined using the projected unit credit method. The 
benefit costs are recognised in profit or loss. Any actuarial gains or losses are recognised in profit or loss in the period in 
which they arise.

 The Group’s net obligation in respect of defined benefit pension plans is calculated separately for each plan by estimating the 
amount of future benefit that employees have earned in return for their service in the current and prior years; that benefit is 
discounted to determine its present value, and any unrecognised past-service cost and the fair value of any plan assets are 
deducted. The discount rate is the yield at the reporting date on high-quality corporate bonds that are denominated in the 
currency in which the benefits will be paid and that have terms to maturity approximating to the terms of the related pension 
fund liability.

 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.

 The amount recognised in the statement of financial position represents the present value of the defined benefit obligation 
less the fair value of the plan assets; less unrecognised past service cost. Any resulting asset is limited to the present value 
of available refunds and reductions in future contributions to plan.

3.15.3 Defined contribution plan

 Under the defined contribution structures, fixed contributions payable by the Group and members are accumulated to provide 
retirement benefits through a provident fund. The Group has no legal or constructive obligation to pay any further 
contributions than these fixed contributions. Contributions to any defined contribution plan are expensed as incurred.

3.16 Operating leases

 The Group, 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 Group are classified as 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 recognised as income on a straight-line basis over the term of the lease.

3.17 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, derivative financial instruments and  
financial guarantees.

3.17.1 Fair value

 The fair values of quoted investments are based on current bid prices. If the market for a financial asset is not active (and for 
unlisted securities), the Group establishes fair value by using valuation techniques. These include the use of recent arm’s 
length transactions, reference to other instruments that are substantially the same, discounted cash flow analysis and option 
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pricing models making maximum use of market inputs and relying as little as possible on Group-specific inputs.

3.17.2 Recognition and measurement of financial instruments

 Financial assets or financial liabilities not at fair value through profit and loss are initially measured at fair value plus, for 
those financial assets and liabilities not measured at fair value to profit or loss, transaction cost directly attributable to the 
acquisition or issue of the financial instrument, when the Group becomes a party to the contractual arrangements. The 
subsequent measurement of financial instruments is dealt with below.

 The Group derecognises a financial instrument when and only when:

 • the contractual rights or obligations to the cash flows from the financial instrument expire; or

 • it transfers the financial instrument.

3.17.2.1 Derivative instruments

 Derivative financial instruments consisting of interest rate swaps are initially measured at fair value on the contract date and 
are re-measured to fair value at subsequent reporting dates. The gain or loss on re-measurement to fair value is recognised 
immediately in profit or loss. Derivatives are classified as financial assets or liabilities at fair value through profit or loss.

3.17.2.2 Trade and other receivables

 Trade and other receivables originated by the Group are stated at amortised cost using the effective interest method less 
impairment losses.

3.17.2.3 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 subsequently measured at 
amortised cost, using the effective interest method, less any impairment losses.

3.17.2.4 Trade and other payables

 Trade and other payables are measured at amortised cost using the effective interest method.

3.17.2.5 Interest-bearing borrowings

 Interest-bearing borrowings (discounted lease agreements) are, subsequent to initial recognition, measured using the 
effective interest method.

 Borrowings are classified as current liabilities if they satisfy the following criteria: they are expected to be settled in the 
entity’s normal operating cycle; when they are held primarily for the purpose of being traded; when they are due to be settled 
within twelve months after the balance sheet date; or when the Company does not have an unconditional right to defer 
settlement of the liability for at least 12 months after the balance sheet date.

3.18 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 on a straight-line basis.

3.19 Income received in advance

 Income on ticket sales for the rendering of passenger services in a future period is recognised as revenue received in advance 
at year-end.

3.20 Share capital

 Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of ordinary shares and share 
options are recognised as a deduction from equity, net of any taxation effects.

3.21 Related parties

 Related party transactions are shown at arm’s length in accordance with AC 126 and SAICA Circular on related party 
disclosures for State-owned entities. Related parties are classified in terms of those listed in the Public Finance Management 
Act, 1999 (Act No 1 of 1999) in schedules 1 (Constitutional Institutions), 2 (Major Public entities) and 3 (Other Public entities).
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Land Facilities Rolling
stock

Infrastructure
assets

Moveables
 & workshop

Buses
& vehicles

Assets under
construction

TOTAL

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

4 Property, plant and equipment

Group

Carrying amount at 1 April 2009  1 114 237  1 658 906  5 566 010  1 078 363  114 086  -  2 016 455  11 548 057 

Cost  1 114 237  2 456 711  7 873 688  2 214 786  203 053  -  2 016 455  15 878 930 

Accumulated depreciation  - (789 446)  (2 218 919)  (1 136 423) (88 967)  -  -  (4 233 755)

Accumulated impairment losses  - (8 359) (88 759)  -  -  -  - (97 118)

Assets acquired through common control  52 213  21 157  347 482  -  6 272  35 917  -  463 041 

Additions  -  -  -  -  -  -  5 012 379  5 012 379 

Capitalisations  4 842  771 136  1 989 116  294 382  56 961  924 015  (4 040 452)  - 

Transfer to investment property (66 225)  -  -  -  -  -  - (66 225)

Impairment loss recognised  - (270) (12 508)  -  -  -  - (12 778)

Disposals/derecognitions  - (7 581) (51 554) (682) (1 480) (1 150)  - (62 447)

Depreciation  - (82 197) (789 988) (102 849) (43 677) (13 604)  -  (1 032 315)

Carrying amount at 31 March 2010  1 105 067  2 361 151  7 048 558  1 269 214  132 162  945 178  2 988 382  15 849 712 

Cost  1 105 067  3 238 340  9 957 269  2 505 863  276 639  1 094 661  2 988 382  21 166 221 

Accumulated depreciation  - (868 886)  (2 814 130)  (1 236 649) (144 477) (149 483)  -  (5 213 625)

Accumulated impairment losses  - (8 303) (94 581)  -  -  -  - (102 884)

Additions  -  -  -  -  -  -  2 861 159  2 861 159 

Capitalisations  71 427  1 474 593  843 941  812 692  13 634  385 249  (3 601 536)  - 

Transfers  - (116 797)  -  113 457 (2 138)  197  - (5 281)

Impairment loss recognised  -  - (19 630)  -  - (12 784)  - (32 414)

Disposals/derecognitions (16) (17) (56 283)  - (3) (1 067)  - (57 386)

Depreciation  - (120 684) (839 646) (121 265) (35 060) (146 354)  -  (1 263 009)

Carrying amount at 31 March 2011  1 176 478  3 598 246  6 976 940  2 074 098  108 595  1 170 419  2 248 005  17 352 781 

Cost  1 176 478  4 578 031  10 631 572  3 450 954  248 938  1 302 660  2 248 005  23 636 638 

Accumulated depreciation  - (972 316)  (3 544 103)  (1 376 856) (140 343) (132 241)  -  (6 165 859)

Accumulated impairment losses  - (7 469) (110 529)  -  -  -  - (117 998)
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Land Facilities Rolling
stock

Infrastructure
assets

Moveables
 & workshop

Buses
& vehicles

Assets under
construction

TOTAL

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

Entity

Carrying amount at 1 April 2009  1 114 237  1 658 906  5 566 010  1 078 363  106 043  -  2 016 455  11 540 014 

Cost  1 114 237  2 456 711  7 873 688  2 214 786  184 830  -  2 016 455  15 860 707 

Accumulated depreciation  - (789 446)  (2 218 919)  (1 136 423) (78 787)  -  -  (4 223 575)

Accumulated impairment losses  - (8 359) (88 759)  -  -  -  - (97 118)

Assets acquired through common control  52 213  20 516  347 482  -  2 400  -  -  422 611 

Additions  -  -  -  -  -  -  4 082 398  4 082 398 

Capitalisations  4 842  771 136  1 989 116  294 382  50 995  -  (3 110 471)  - 

Transfer to investment property (66 225)  -  -  -  -  -  - (66 225)

Impairment loss recognised  - (270) (12 508)  -  -  -  - (12 778)

Disposals/derecognitions  - (7 581) (51 554) (682) (1 480)  -  - (61 297)

Depreciation  - (81 882) (789 988) (102 849) (39 469)  -  -  (1 014 188)

Carrying amount at 31 March 2010  1 105 067  2 360 825  7 048 558  1 269 214  118 489  -  2 988 382  14 890 535 

Cost  1 105 067  3 235 589  9 957 269  2 505 863  234 152  -  2 988 382  20 026 322 

Accumulated depreciation  - (866 461)  (2 814 130)  (1 236 649) (115 663)  -  -  (5 032 903)

Accumulated impairment losses  - (8 303) (94 581)  -  -  -  - (102 884)

Additions  -  -  -  -  -  -  2 645 328  2 645 328 

Capitalisations  71 427  1 474 156  843 941  812 457  16 889  166 835  (3 385 705)  - 

Transfers  - (116 797)  -  113 457 (1 066)  197  - (4 209)

Impairment loss recognised  -  - (19 630)  -  -  -  - (19 630)

Disposals/derecognitions (16) (17) (56 283)  - (3)  -  - (56 319)

Depreciation  - (120 482) (839 646) (121 082) (32 638) (445)  -  (1 114 293)

Carrying amount at 31 March 2011  1 176 478  3 597 685  6 976 940  2 074 046  101 671  166 587  2 248 005  16 341 412 

Cost  1 176 478  4 576 244  10 631 572  3 448 472  234 524  168 753  2 248 005  22 484 048 

Accumulated depreciation  - (971 090)  (3 544 103)  (1 374 426) (132 853) (2 166)  -  (6 024 638)

Accumulated impairment losses  - (7 469) (110 529)  -  -  -  - (117 998)
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5 Intangible assets
Copyright

 14 171  14 171 Cost  14 171  14 171
(734) (1 444) Amortisation (1 444) (734)

 13 437  12 727 Carrying amount at the beginning of the year  12 727  13 437
 -  - Additions  -  -

(710) (707) Amortisation (707) (710)
 12 727  12 020 Carrying amount at the end of the year  12 020  12 727
 14 171  14 171 Cost  14 171  14 171
(1 444) (2 151) Accumulated Amortisation (2 151) (1 444)

Copyright includes the product- and tool design of the 10M4 
Series 2 rolling stock model. The remaining useful life is 17 
years.

Software
 -  15 342 Cost  15 342  -
 - (1 486) Amortisation (1 486)  -
 -  13 856 Carrying amount at the beginning of the year  13 856  -
 -  4 209 Transfers  5 281  -

 15 342  95 614 Additions  95 614  15 342
(1 486) (12 250) Amortisation (13 256) (1 486)

 13 856  101 429 Carrying amount at the end of the year  101 495  13 856
 15 342  115 497 Cost  123 431  15 342
(1 486) (14 068) Accumulated amortisation (21 936) (1 486)

Software comprises customised GIS and stock control 
software. The remaining useful life is 8 years.

 26 583  113 449  113 515  26 583

6 Investment property

Land and facilities
 50 000  116 225 Cost  116 225  50 000

(11 083) (12 083) Accumulated depreciation (12 083) (11 083)
 38 917  104 142 Carrying amount at the beginning of the year  104 142  38 917
 66 225  - Additions  -  66 225
(1 000) (998) Depreciation (998) (1 000)

 -  234 381 Fair valuation  234 381  -
 104 142  337 525 Carrying amount at the end of the year  337 525  104 142
 116 225  350 606 Cost  350 606  116 225
(12 083) (13 081) Accumulated depreciation (13 081) (12 083)

Investment property consists of the Aurecon building and 
Umgeni Business Park. Aurecon was subject to an interest 
rate swap agreement (see note 14) which was settled on 
13 July 2010. Other investment property consists of land. 
The Umgeni property is rented out to third parties and is on 
a non-cancellable lease of 50 years which ends on 31 July 
2047.
During the year a change in accounting policy was 
implemented to measure the investment property at fair 
value .
The effective date of the change in accounting policy is 
31 March 2011. Mills Fitchet Magnus Penny (Pty) Ltd, an 
independent valuer, was used for the market valuation.
These assets were previously carried at cost less 
accumulated depreciation and did not refl ect the true value 
of the asset.
Retrospective adjustments to prior periods were not done as 
they were deemed impracticable due to information not being 
available and signifi cant estimates being required.
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The carrying amount, should the assets have been valued 
under the cost model, would have been R103.14 million.

7 Assets classifi ed as held for sale
 -  - Vehicles  15 308  -

143 buses, 5 luggage trailers and a single truck were 
identifi ed as surplus to the Group’s present requirements due 
to their age and the introduction of new buses. These assets 
have therefore been classifi ed as held for sale. Autopax is 
actively pursuing opportunities to dispose of these assets.

8 Investment in subsidiaries
The Company’s subsidiaries are:

8.1 Intersite Asset Investments (Pty) Ltd
 235  88 212 Unlisted shares and premium at cost  -  -

 123 965 (17 425) Loan owing (to)/by the subsidiary  -  -
 124 200  70 787 Net investment in subsidiary  -  -

The subsidiary was a subsidiary throughout the year. 
The loan is interest free, unsecured, payable on demand, 
subordinated in favour of the subsidiary’s other creditors. The 
holding company’s interest in the aggregate after taxation 
loss of the subsidiary amounted to R5.6 million. (2010: Loss 
of R72.5 million).

Ownership (%)  100  100
Voting power (%)  100  100
Country of incorporation: South Africa
Principal activity: Asset Investment
Authorised share capital
4 000 ordinary shares of R1 each
Issued share capital

- - 375 (2010: 2) ordinary shares of R1 each 88 212 235
During the year 373 shares were issued at R87 976 097
Directors’ valuation R88 211 559 (2010: R235 463 )

8.2 Autopax Passenger Services (Pty) Ltd
 -  333 402 Unlisted shares at cost  -  -

 71 334  15 292 Loans owing by the subsidiary  -  -
 71 334  348 694 Net investment in subsidiary  -  -

On 1 April 2009 the Group obtained control of Autopax 
Passenger Services (Pty) Ltd, a long distance inter-city 
transportation of passengers in Southern Africa in luxury and 
semi-luxury coach vehicles, by acquiring 100% of the shares 
and voting interests in the company for R1. The holding 
company’s interest in the aggregate after taxation loss of the 
subsidiary amounted to R49,8 million (2010: Loss of R106,3 
million).

Ownership (%)  100  100
Voting power (%)  100  100
Country of incorporation: South Africa
Principal activity: Passenger bus service
Authorised share capital
800 000 000 ordinary shares of R1 each
Issued share capital

- - 353 863 850 (2010: 20 461 500) ordinary shares of R1 each  353 864  20 462
During the year, 333 402 350 ordinary shares of R1 each were 
issued.
Directors’ valuation R353 863 850 (2010: R20 461 500)

 195 534  419 481 - -

ENTITY GROUP

ANNUAL FINANCIAL STATEMENTSPASSENGER RAIL AGENCY OF SOUTH AFRICA ANNUAL REPORT 2010/11

91



NOTES TO THE CONSOLIDATED 
FINANCIAL STATEMENTS FOR THE 
YEAR ENDED 31 MARCH 2011

Continued

2010
R’000

2011
R’000

2011
R’000

2010
R’000

Related party transactions with subsidiaries
During the year, the Company entered into transactions with 
its wholly-owned subsidiaries, Intersite Asset Investments 
(Pty) Ltd. and Autopax Passenger Services (Pty) Ltd. 
All transactions with the above are concluded on an arm’s 
length basis.
Related party transactions are summarised as follows:

Intersite Asset Investments (Pty) Ltd
(80 017)  57 328 Management fee paid to subsidiary in respect of property 

portfolio management.
 -  -

Autopax Passenger Services (Pty) Ltd
 4 624  6 020 Rental of property  -  -

(32 135) (30 628) Rental of buses  -  -
(27 511) (24 608)  -  -

9 Trade and other receivables
 94 633  112 795 Trade receivables  118 602  118 451
 36 507  51 925 Prepayments  69 454  43 219
 42 908  53 849 Rental income receivable  53 849  42 908
 32 679  53 392 Tenant debtors  53 392  32 679
 12 587  19 196 Other receivables  73 243  22 318

 219 314  291 157  368 540  259 575
Receivables are shown net of impairment losses amounting 
to R27.8 million (2010: R16.8 million), R10.0 million 
recognised in the current year. For the credit risk analysis, 
see note 38.

Allowance for impairment
The Group’s trade receivables are stated after allowances for 
doubtful debts based on management’s assessment of the 
creditworthiness of the respective debtors. An analysis of the 
allowance is as follows:

(16 290) (16 872) Balance at the beginning of the year (16 872) (16 290)
(582) (6 605) Charged to profi t or loss (10 953) (582)

(16 872) (23 477) Balance at the end of the year (27 825) (16 872)

10 Other fi nancial assets
 2 212  - Aurecon rebate  -  2 212

An interest rate swap agreement was entered into between 
First National Bank of Southern Africa Ltd (FNB) and 
Intersite Asset Investments (Pty) Ltd (Intersite) (as an agent 
for the Company) with a rebate to Intersite, which is assumed 
to be the present value of the fi xed payment. The rebate 
amounts may vary depending on variations between actual 
experience over the term of the agreement and that was 
assumed in arriving at the estimate payment. All rights were 
ceded to the Company by Intersite. The derivative was settled 
on 13 July 2010.

11 Inventories
 112 101  99 934 Inventories held for maintenance  104 734  117 850

 44 792  40 523 Inventories held for capital projects  40 523  44 792
 808  262 Consumable materials  262  808

 157 701  140 719  145 519  163 450
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12 Cash and cash equivalents
 282 232  816 003 Bank balances  1 029 428  378 811

 40 537  1 091 496 Call deposits  1 096 225  40 537
 322 769  1 907 499  2 125 653  419 348

13 Share capital
Authorised

 4 248 258  4 248 258 4 248 258 440 ordinary shares of R1 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 each  4 248 258  4 248 258

There were no movements in the share capital of the Entity 
(2010: none).
The shares are 100% owned by Government.

14 Loans and borrowings

14.1 Interest rate swap agreement
 10 224  - Interest rate swap DF Finance (Pty) Ltd  -  10 224

 5 967  - Interest rate swap First National Bank Ltd  -  5 967
 16 191  -  -  16 191

Final payment of derivative was effected on 13 July 2010.
 31 268 (3 247) Interest paid/(received) on this agreement during the year (3 247)  31 268

14.2 Loan buses
 -  - Mercedes-Benz Financial Services S.A. (Pty) Ltd  468 390  928 357
 -  - Less: short-term portion (71 907) (121 838)
 -  -  396 483  806 519

Autopax acquired 570 buses in preparation for increased 
transport requirements during the 2010 FIFA World 
Cup tournament. The acquisition was fi nanced in terms 
of instalment agreements, governed by a master loan 
agreement dated 10 February 2010. The Government, acting 
through the Minister of Transport with the concurrence of 
the Minister of Finance, has issued a guarantee for the due 
and punctual fulfi lment of Autopax’s payment obligations 
up to the maximum total guarantee amount of R1.216 
million. The guarantee is valid for 6 years from the date of 
signature (16 April 2010) and reduces by any reduction in 
the amount of capital outstanding. The Group reduced the 
capital outstanding by an amount of R797 million, being 
the proceeds from a grant received from National Treasury. 
Outstanding balance of guarantee on 31 March 2011 was 
R468.39 million.

16 191  - Total loans and borrowings 396 483 822 710
Interest is fi xed at 9.45% compounded monthly. The 
repayment term is six years, the fi rst payment commenced 
on 15 March 2010.

 -  - Interest payable on this agreement during the year  49 726  17 181

 31 268 (3 247) Total interest  46 479  48 449
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15 Discounted lease agreements
 47 584  36 568 Total long-term liability  36 568  47 584

(11 014) (15 973) Less: short-term portion (15 973) (11 014)
 36 570  20 595  20 595  36 570

The long-term liability from Infrastructure Finance 
Corporation Ltd (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 
Group’s properties, mainly its station properties, which have 
been capitalised to property, plant and equipment. Interest is 
charged in respect of these loans at fi xed rates, which were 
market-related at the time the loans were negotiated.
Interest paid on these agreements during the year.

 7 346  1 287  1 287  7 346
16 Provision for claims

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

 271 541  299 767 Balance at the beginning of the year  299 767  271 541
 72 178  159 257 Provisions made during the year  159 257  72 178

(43 952) (132 698) Provisions settled during the year (132 698) (43 952)
 299 767  326 326 Balance at the end of the year  326 326  299 767
(95 925) (104 424) Less: short-term portion (104 424) (95 925)

 203 842  221 902 Long-term portion  221 902  203 842
The Chain Ladder method was used by Alexander Forbes, the 
insurance brokers in calculating the development factors for 
the PRASA liability losses as at 31 March 2011. Ultimately 
these factors will be used to estimate the level of reserve 
required. The Chain Ladder method is a method of estimating 
outstanding claims, whereby the weighted average of past 
claim development is projected into the future. The projection 
is based on the ratios of cumulative past claims, usually 
paid or incurred, for successive years of development. If 
appropriate, the method can be applied to past claims data 
that have been explicitly adjusted for past infl ation.
A discount rate of 8.53% has been used. Each year have been 
discounted to represent today’s value. The discounting model 
attempts to factor in the uncertainties. In order to determine 
the discount period, the assumption were made that only 12 
years information is available. The existing development and 
settlement factors, were applied to these outstanding losses 
to project a future settlement pattern and then based on the 
total settlement pattern; a discounting cash fl ow model was 
developed that matches the underlying data.

17 Post-retirement medical aid defi ned benefi t plan
Employees of the Group participate in Transmed Medical 
Scheme, administered by Metropolitan Health Group (Pty) 
Ltd, which is unfunded.
The terms of the post-employment medical scheme are 
summarised below:
• Employees of the Entity are eligible for a subsidy if they 

join Transmed Medical Scheme before retirement.
• The Company subsidises each employee for a fi xed 

amount of R213 per month in retirement. The amount 
is fi xed irrespective of the number of dependents on the 
medical scheme and will not increase in future.
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• If a member eligible for a retirement subsidy dies in 
service, their dependants are eligible for a subsidy of 
medical scheme contributions as described above, provided 
they remain on Transmed Medical Fund.

The actuarial projection method used to value the fund is the 
projected unit credit method.
Movement in the present value of the unfunded obligation:

 51 086  63 973 Accrued liability at the beginning of the year  64 752  51 086
 7 297 (7 297) Acquisition of division - Shosholoza Meyl (7 297)  7 297

 -  - Acquisition of subsidiary - Autopax  -  779
(2 188) (2 199) Benefi ts paid (2 233) (2 188)
 7 778  6 705 Expenses recognised in profi t or loss  7 621  7 778
 4 494  4 997 - Interest cost  5 085  4 494
 1 725  3 076 - Current service  3 102  1 725
 1 559 (1 368) - Actuarial loss (566)  1 559

 63 973  61 182 Accrued liability at the end of the year  62 843  64 752
Principal actuarial assumptions at the reporting date:

9% 9% Discount rate per annum 9% 9%
60% 60% Discontinued membership at retirement (non-members) 60% 60%

63 63 Expected retirement age in years 63 63
Sensitivity results
The contributions are fi xed at R213 per month. Therefore the 
obligation is not sensitive to changes in medical cost trends.

18 Defi ned benefi t plan - retirement fund
The Group operates a defi ned benefi t fund administered by 
Metropolitan Retirement Fund Administrators. The assets 
of the funds are held separate from those of the Group. The 
fund is actuarially valued by Liberty Corporate Actuaries, an 
independent company.
A member with at least ten years pensionable service is
entitled to the following benefi ts on attaining the minimum 
retirement age:
• An annual pension equal to:
 (Average pensionable salary) x (pensionable service) x 

(accrual factor of 1)
• Plus a gratuity equal to:
 (1/3) x (1) x (gratuity factor)
A member with less than ten years of pensionable service 
is entitled to gratuity equal to twice the member’s own 
contribution without interest on attaining the age limit.
The rules do not permit late retirement after the attainment 
of the age limit.

 721 287  869 458 Fair value of plan assets  869 458  721 287
(480 520) (527 762) Total present value of obligations (527 762) (480 520)
 240 767  341 696 Surplus  341 696  240 767

(231 295) (333 460) Less: amount not recognised as a result of IAS 19.58 (333 460) (231 295)
 9 472  8 236 Net defi ned benefi t plan assets  8 236  9 472

Movement in the fair value of plan assets
 615 174  721 287 Fair value of plan assets at the beginning of the year  721 287  615 174

 59 299  71 284 Expected return  71 284  59 299
 3 614  4 347 Contributions received  4 347  3 614

 -  27 410 Transfers in/out  27 410  -
(42 915) (38 100) Benefi ts paid (38 100) (42 915)
 86 115  83 230 Actuarial gain  83 230  86 115

 721 287  869 458 Fair value of plan assets at the end of the year  869 458  721 287
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The fair value of plan assets consist of:
 37 507  169 544 Cash  169 544  37 507

 371 463  410 384 Equity  410 384  371 463
 144 257  163 458 Bonds  163 458  144 257

 3 606  4 347 Property and Other  4 347  3 606
 164 453  121 724 International  121 724  164 453
 721 287  869 458 Fair value of plan assets at the end of the year  869 458  721 287

Movement in the present value of defi ned benefi t 
obligations

(456 652) (480 520) Present value of defi ned benefi t obligations at the beginning 
of the year

(480 520) (456 652)

(37 180) (42 008) Interest cost (42 008) (37 180)
(3 768) (3 131) Past and current service cost (3 131) (3 768)
(1 508) (1 760) Member contributions (1 760) (1 508)

 - (27 410) Transfers in/out (27 410)  -
 42 915  38 100 Benefi ts paid  38 100  42 915

(24 327) (11 033) Actuarial loss (11 033) (24 327)
(480 520) (527 762) Present value of defi ned benefi t obligation at the end of the 

year
(527 762) (480 520)

Expenses recognised in profi t or loss
(3 768) (3 131) Current service costs (3 131) (3 768)

(37 180) (42 008) Interest cost (42 008) (37 180)
 59 299  71 284 Expected return on plan assets  71 284  59 299
 59 973  72 197 Recognised actuarial gains/losses  72 197  59 973

(68 863) (104 365) Change in asset limitation (104 365) (68 863)
 9 461 (6 023) (6 023)  9 461

These expenses are recognised in operating expenses.
The principal actuarial assumptions used were as follows:

8.24% 9.00% Discount rate 9.00% 8.24%
4.59% 5.34% Infl ation rate 5.34% 4.59%
5.59% 6.34% Salary increase rate 6.34% 5.59%
3.44% 4.00% Pension increase allowance 4.00% 3.44%
9.78% 9.00% Expected rate of return on plan assets 9.00% 9.78%

19 Capital subsidy and grants
 8 764 446  12 088 048 Balance at the beginning of the year  12 088 048  8 764 446

 -  60 848 Grants received during the year  60 848  -
 4 099 848  4 813 273 Capital subsidy received during the year  5 610 273  4 099 848

 12 864 294  16 962 169  17 759 169  12 864 294
(776 246) (886 478) Less: amortised (985 680) (776 246)

 12 088 048  16 075 691 Total  16 773 489  12 088 048
(780 356) (948 531) Less: short-term portion  (1 047 732) (780 356)

 11 307 692  15 127 160 Long-term portion  15 725 757  11 307 692
Capital subsidies are amortised over the useful life of the 
assets.
Capital subsidies receivable in future years:
2012: R6 134.7 million
2013: R6 422.1 million
2014: R7 035.2 million

20 Trade and other payables
 2 222 025  2 644 647 Trade payables  2 727 072  2 281 111

 -  1 549 South African Revenue Services  1 573  -
 218 700  193 644 Leave pay accrual  208 557  238 483

 31 904  45 723 Income received in advance  48 909  37 700
 2 472 629  2 885 563  2 986 111  2 557 294

ENTITY GROUP

96



NOTES TO THE CONSOLIDATED 
FINANCIAL STATEMENTS FOR THE 
YEAR ENDED 31 MARCH 2011

Continued

2010
R’000

2011
R’000

2011
R’000

2010
R’000

21 Operating leases rental income

21.1 Where the Group is the lessor

 251 212  282 996 Rental income received  276 976  251 212
The future minimum lease payments receivable under non-
cancellable operating leases are as follows:

 51 125  97 127 Not later than one year  97 127  51 125
 51 275  124 327 Later than one year and not later than fi ve years  124 327  51 275

 -  31 536 Later than fi ve years  31 536  -
 102 400  252 990  252 990  102 400

21.1.1 Description of the Group as lessor’s signifi cant leasing 
arrangements

21.1.1.1 Short-term commercial and residential operating leases
The Group 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 infl ow of economic benefi ts from our assets. 
The average term of these leases is between three and fi ve 
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 fi rst refusal 
should the Group 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 suffi cient notice to the lessee, should the 
lease arrangements confl ict with commuter services to be 
provided.

21.1.1.2 Commercial operating leases with improvements to 
premises
To effect improvements to the property, the Entity had to 
obtain fi nancing from external sources. The Entity discounted 
cash fl ows from the lease agreements with Infrastructure 
Finance Group Ltd (INCA) in order to obtain funds to pay for 
the improvements. These amounts have been recognised 
as a long-term liability (refer to note 14). In terms of 
the agreements, the Entity is obliged to effect certain 
improvements to the premises, which have been capitalised 
and depreciated in the same manner as other similar 
properties.

21.1.1.3 Leasehold improvements operating leases
The Group 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 83, 84 and 91 years. 
The leases between 20 and 50 years have rental reviews 
renegotiated every fi ve years with the majority of the leases 
incorporating turnover clauses.
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These leasehold improvements are effected and fi nanced by 
lessees, who have exclusive rights of use of the buildings for 
the period of the lease. As a result, these buildings are not 
classifi ed as assets of the Group as defi ned and therefore 
have not been capitalised. However, these assets will be 
capitalised on expiry of the lease. These assets are bonded by 
lessees’ fi nanciers who have the fi rst option of occupation in 
the event of breach of contract.

21.2 Where the Group is the lessee

 239 386  213 926 Operating lease expenses (See note 26)  252 287  330 481
The future minimum lease payments payable under non-
cancellable operating leases are as follows:

 42 789 48,510 Not later than one year  92 037  49 221
 41 629 83,775 Later than one year and not later than fi ve years  216 797  45 082

 1 201  10 Later than fi ve years  10  1 201
 85 619  132 295  308 844  95 504

 1 750 977  1 627 833 22 Fare revenue  2 222 037  2 159 086
Fare revenue comprises ticket sales to train and bus 
commuters for passenger and long distance journeys.

 3 185 843  3 154 933 23 Government subsidy  3 154 933  3 185 843
The Government subsidy, which is received annually to 
fi nance the operational defi cit is not guaranteed. However, 
the following Medium Term Expenditure Framework 
allocations have been made in respect of future years:
2012: R3 339.3 million
2013: R3 540.4 million
2014: R3 734.9 million

24 Management fee

 -  -
Management fee on property management services rendered 
to other public entities  33 182  38 607

25 Loss on disposal of assets
 50 613  56 283 Loss on disposal of rolling stock  56 283  50 613

 6 214 (1 424) (Profi t)/loss on disposal of other assets (1 001)  6 214
 56 827  54 859  55 282  56 827

26 Operating expenditure
 8 291  10 089 Audit fee - external audit  12 138  7 560

 15 406  14 658 Audit fee - internal audit  14 658  15 406
 106 307  159 257 Claims  159 257  106 419

 80 972  109 161 Communications  117 717  86 945
 2 605 384  2 880 990 Employee benefi ts (see note 27)  3 136 113  2 843 955

 518 887  753 599 Energy expenses  896 216  610 182
 71 337  79 900 Insurance premiums  90 879  74 989

 748 541  349 503 Maintenance expenditure  383 932  829 257
 75 166  70 348 Marketing and publications  76 000  78 533

 193 172  134 399 Material expenses  159 336  207 577
 239 386  213 926 Operating lease expenses (see note 21.2)  252 287  330 481
 233 577  218 011 Professional fees  229 111  240 643
 441 540  374 703 Security  386 121  446 025

 34 721  16 623 Training  17 414  34 721
 25 802  30 723 Travel expenses  51 214  26 730

 674 022  671 806 Other expenditure  676 605  742 402
 6 072 511  6 087 696  6 658 998  6 681 825
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27 Personnel cost and directors’ emoluments

Defi ned contribution and benefi t plans expense  293 808  207 241  320 986  216 576 
Unemployment Insurance Fund  17 000  13 680  18 721  13 680 
Unwinding of interest on post-retirement medical aid benefi ts  4 997  4 494  5 085  4 494 
Salaries and personnel cost  2 541 902  2 363 814  2 761 411  2 586 746 

Executive directors  -  8 344  412  636  770  6 255  4 080  10 162  8 659 
Mr TL Montana (Group CEO)  -  4 136  -  160  -  4 296  4 080  4 296  4 080 
Mr S Zamxaka (Autopax)  -  1 597  128  300  -  -  -  2 025  1 982 
Mr C Molepo (Intersite)  -  869  127  54  -  -  -  1 050  2 597 
Mr C Molepo (PRASA CRES)  -  963  157  69  770  1 959  -  1 959  - 
Mr T Kgaboesele (Intersite)  -  779  -  53  -  -  -  832  - 

Non-executive directors  5 443  -  -  84  -  2 807  2 869  5 527  4 594 
Mr S Buthelezi (Chairman)  664  -  -  -  -  664  714  664  714 
Mr B Boshielo  392  -  -  -  -  392  313  392  313 
Ms B Gasa  308  -  -  10  -  318  341  318  341 
Ms L Letlape  264  -  -  -  -  264  275  264  275 
Ms H Lupuwana  189  -  -  -  -  189  200  189  200 
Mr P Moiloa  283  -  -  5  -  288  301  288  301 
Ms M Serobe  411  -  -  -  -  411  353  411  353 
Mr V Twala  273  -  -  8  -  281  372  281  372 
Autopax (subsidiary)
Mr BB Kupe  191  -  -  -  -  -  -  191  139 
Ms L Letlape  64  -  -  -  -  -  64  - 
Mr TC Luvhani  202  -  -  -  -  -  -  202  148 
Ms MG Mokoka  191  -  -  -  -  -  -  191  139 
Mr V Twala  505  -  -  61  -  -  -  566  485 
Intersite (subsidiary)
Ms J Boggenpoel  232  -  -  -  -  -  -  232  41 
Ms B Haywood  238  -  -  -  -  -  -  238  201 
Mr P Moiloa  252  -  -  -  -  -  -  252  225 
Mr L Mothiba  217  -  -  -  -  -  -  217  165 
Mr R Moyo  567  -  -  -  -  -  -  567  182 

Other key management  -  10 301  902  3 018  -  14 221  9 206  14 221  9 206 
Mr F Gastin  -  1 319  -  654  -  1 973  1 592  1 973  1 592 
Mr T Holele  -  1 270  263  489  -  2 022  636  2 022  636 
Mr T Kgaboesele  -  1 304  -  273  -  1 577  2 006  1 577  2 006 
Ms S Mabaso-Koyana  -  2 224  -  775  -  2 999  1 686  2 999  1 686 
Mr C Mbatha  -  1 348  176  86  -  1 610  -  1 610  - 
Ms P Munthali  -  1 347  259  397  -  2 003  1 403  2 003  1 403 
Mr M Ramutloa  -  1 489  204  344  -  2 037  1 883  2 037  1 883 

 5 443  18 645  1 314  3 738  770  2 880 990  2 605 384  3 136 113  2 843 955 
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2010 
R’000 

2011 
R’000 

2011 
R’000 

2010 
R’000 

28 Sundry income
 45 169  15 621 Insurance recovered  15 626  45 169 
 48 188  350 487 Other  156 756  56 551 
 93 357  366 108  172 382  101 720 

29 Finance cost
(31 269)  3 247 Interest (paid)/received on long-term liability (see note 14) (46 479) (31 268)
(16 327) (95 994) Interest other (96 701) (33 509)
(93 357) (92 747) (143 180) (64 777)

30 Finance income

 36 069  68 817 
Interest received from banking institutions, on bank balances 
and call accounts  73 411  46 844 

31 Fruitless and wasteful expenditure
 3 723  8 622 Interest on late payments of creditors accounts  9 328  3 723 

32 Taxation

32.1 South African normal taxation
 -  - Current taxation  -  - 
 -  - Under provision in prior years  -  - 
 -  - Deferred taxation  -  31 
 -  -  -  31 

32.2 Reconciliation of rate of taxation
 -  - Effective rate 0.00% 0.00%

Adjusted for:
 -  - Disallowable expenses 0.00% 0.00%
 -  - Assessed loss 28.00% 28.00%
 -  - South African normal taxation rate 28.00% 28.00%

32.3 Deferred taxation Intersite Property Mangement Services 
(Pty) Ltd
Deferred taxation asset comprises:

 -  - Balance at beginning of year  126  95 
 -  - Movement during the year  -  31 
 -  - - Depreciation  -  31 
 -  - Deferred taxation asset at the end of the year  126  126 

32.4 Deferred taxation Autopax Passenger Services (Pty) Ltd
The net deferred tax assets has not been recognised as the 
near future taxable profi ts will not be suffi cient against which 
the associated unused losses and deductible temporary dif-
ferences can be utilised.

 -  - Balance beginning of year  72 357  53 480 
 -  - Deferred tax asset  14 087  18 877 
 -  -  86 444  72 357 
 -  - Deferred tax asset not recognised (86 444) (72 357)

 -  -  -  - 
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2010 
R’000 

2011 
R’000 

2011 
R’000 

2010 
R’000 

Analyses of major categories of temporary differences:

 -  - Provisions  6 156  764 
 -  - Income received in advance  892  986 
 -  - Accumulated loss  90 377  76 290 
 -  - Deferred tax asset  97 425  78 040 
 -  - Property, plant and equipment (6 073) (4 298)
 -  - Deferred expenditure (4 908) (1 385)
 -  - Deferred tax liability (10 981) (5 683)

Net deferred tax asset  86 444  72 357 

33 Capital commitments

 1 967 456  2 449 559 
Commitments for future years in respect of contracts 
entered into  2 449 559  2 297 934 

 (1 854 125)  (2 250 652) Less: short-term commitments  (2 250 652)  (1 840 647)
 113 331  198 907 Long-term commitments  198 907  457 287 

The capital expenditure committed will be funded through 
capital subsidies from the Department of Transport.

34 Reconciliation of net loss before taxation to cash utilised in 
operations

(789 645) (652 274) Operating cash fl ows before working capital changes (791 588) (943 880)
 (1 090 394) (765 922) Net loss before taxation  (1 019 151)  (1 269 162)

Adjusted for:
 1 017 384  1 128 248 Depreciation and amortisation  1 277 970  1 035 511 

 56 827  54 859 Loss on disposal of property, plant and equipment  55 282  56 827 
 12 778  19 630 Impairment of property, plant and equipment  32 415  12 778 

 -  6 605 Impairment of trade and other receivables  10 953  - 
(24 557)  - Fair value adjustments on other fi nancial liabilities  - (24 557)

 5 590  - Fair value adjustments on post-retirement benefi t fund  -  5 590 
 - (234 382) Fair value adjustments on investment properties (234 382)  - 

 4 494  4 997 
Unwinding of interest on post-retirement medical aid 
benefi ts  5 085  4 494 

(2 554)  1 236 Repayment on defi ned benefi t assets  1 236 (2 554)
(776 246) (886 478) Amortisation on capital subsidy and grants received (985 680) (776 246)

 43 102  87 750 Finance cost  138 095  60 283 
(36 069) (68 817) Income from investments (73 411) (46 844)

 138 515  364 347 Changes in working capital  325 283  231 501 
 202 142 (78 448) (Increase)/decrease in trade and other receivables (119 918)  268 025 

 4 171  2 212 Decrease in other fi nancial assets  2 212  4 171 
 -  - (Increase) in assets held for sale (15 308)  - 

(28 049)  16 982 Decrease/(increase) in inventories  17 931 (27 125)
 - (2 791) Decrease in employee benefi ts (1 909)  - 

(68 630)  412 934 Increase/(decrease) in trade and other payables  428 817 (36 122)
 655  4 959 Increase in discounted lease agreements  4 959  655 

 28 226  8 499 Increase in provision for claims  8 499  21 897 

(651 130) (287 927) Cash utilised in operations (466 305) (712 379)
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35 Cash fl ow effect of investment in subsidiaries and divisions

Shosholoza Meyl
 422 219  - Assets taken over  -  422 219 

 2 426  - Trade and other receivables  -  2 426 
(7 297)  - Post-retirement obligations  - (7 297)
(9 992)  - Long-term provisions  - (9 992)

(40 046)  - Trade and other payables  - (40 046)
(11 127)  - Short-term provisions  - (11 127)

 619  - Cash  -  619 
 -  - Consideration  -  -* 

 356 802  -  -  356 802 

Autopax
 -  - Assets taken over  -  40 430 
 -  - Inventories  -  6 673 
 -  - Trade and other receivables  -  7 302 
 -  - Cash and cash equivalents  -  45 
 -  - Long-term provision  - (821)
 -  - Employee benefi ts  - (3 196)
 -  - Trade and other payables  - (22 752)
 -  - Short-term provision  - (5 507)
 -  - Consideration  -  -* 
 -  -  -  22 174 
 -  - Transfer of division and subsidiary  -  378 976 

* = nominal amount

36 Contingent liabilities

 -  14 248 
36.1 Makumo Technologies claiming for damages and loss suf-

fered as a result of alleged repudiation of contract by PRASA.  14 248  - 

 -  157 36.2 InGolosi Distributors cc claiming for services rendered.  157  - 

 128 608  64 351 

36.3 Various insurance claims for personal injuries as well as 
legal and other matters which may result in a possible loss 
in future.  64 351  128 608 

 -  6 000 

36.4 Afri Guard and three other security companies claiming 
payment of statutory interest for period November 2009 to 
March 2010.  6 000  - 

 -  41 000 
36.5 Bagale Consulting claiming R41 million for extra work done 

during 2010 due to increase in scope.  41 000  - 

 192  - 36.6 Queen Building contractors summons for services rendered.  -  192 

 5 000  - 36.7 A Ndungala issued summons for injury to dignity.  -  5 000 

 8 451  8 451 36.8 YMU for alleged services rendered.  8 451  8 451 

 -  7 746 36.9 Labour disputes.  7 746  - 

 3 450  - 
36.10 PRASA vs Rail & Road Assessing Services, for alleged ser-

vices rendered.  -  3 450 

 184 145  - 
36.11 Amounts charged by Transnet, disputed due to inadequate 

substantiation, as well as interest on capped amounts.  -  184 145 

 -  312 36.12 TBML suing for services rendered and not paid for.  312  - 
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 -  256 
36.13 Rhirhandzu vs PRASA damages suffered due to breach of 

contract.  256  - 

 -  409 36.14 Pro-Arm Fire Training Academy.  409  - 

 2 300  - 36.15 Lenkwane Cleaning Services for breach of contract.  -  2 300 

37 Other related party transactions

The Group is a Schedule 3B Public Entity in terms of 
the Public Finance Management Act, 1999 (Act No 1 of 
1999). It therefore has a signifi cant number of related 
parties, including other State-owned entities, Government 
departments and all other entities within the national sphere 
of Government. The Group used the database maintained 
by National Treasury to identify related parties. A list of all 
related parties is available on the National Treasury website 
at www.treasury.gov.za.
The Company has a related party relationship with its 
subsidiaries, Autopax Passenger Services (Pty) Ltd and 
Intersite Asset Investments (Pty) Ltd, as well as with its 
directors and senior executives (key management). Refer 
note 27 for related party transactions with key management.
All transactions with the above related parties are concluded 
on an arm’s length basis.

Transactions with related entities
Services rendered to related parties comprise principally 
transportation (rail and road) services. Services purchased 
from related parties comprised principally energy, 
telecommunications, information technology, transportation 
(aviation) and property related services.

The following is a summary of transactions with related 
parties during the year and balances due at year-end:

Services rendered to related parties
 132 604  250 439 Major Public entities  264 377  139 713 

 993  2 642 Other Public entities  2 642  1 045 
 133 597  253 081  267 019  140 758 

Services received from related parties
 2 948 511  2 706 594 Major Public entities  2 718 293  2 956 361 

 231 580  276 554 Other Public entities  300 016  233 025 
 3 180 091  2 983 148  3 018 309  3 189 386 

Amounts due (to)/from related parties
(919 856)  (1 020 946) Major Public entities  (1 018 804) (920 102)

(60 849) (51 674) Other Public entities (51 797) (61 656)
(980 705)  (1 072 620)  (1 070 601) (981 758)
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38 Risk disclosure

38.1 Financial risk management

38.1.1 Credit risk management

Credit risk refers to the risk that a counterparty will default 
on its contractual obligations, resulting in fi nancial loss to 
the Group. The Group has adopted a policy of only dealing 
with creditworthy parties.
The Group performs ITC checks on tenants before contracts 
are entered into. Tenants are required to pay deposits, pro-
vide guarantees or sureties based on their risk profi le.
Financial assets, which potentially subject the Group to credit 
risk, consist principally of cash and cash equivalents, loans 
and receivables and trade and other receivables.

The Group’s cash and cash equivalents are placed with high 
credit quality fi nancial institutions.
Concentrations of credit risk with respect to trade receivables 
are limited either because debtors are other Government 
entities or due to the Group’s large number of tenants under 
operating lease agreements. Where relevant, the Group has 
policies in place to ensure that transactions only take place 
with customers with an appropriate credit history.

38.1.2 Maximum exposure to credit risk
The Group’s exposure to credit risk with regards to loans 
and receivables are limited due to collateral held (See note 
38.1.3).
The carrying amount of fi nancial assets recorded in the 
fi nancial statements, which is net of impairment losses, rep-
resents the Group’s maximum exposure to credit risk without 
taking into account the value of any collateral obtained:

 111 505  136 272 Trade receivables  146 427  135 323 
 39 511  53 392 Tenant debtors  53 392  39 511 
 42 908  53 849 Rental income receivables  53 849  42 908 
 12 587  19 196 Other receivables  73 243  22 318 

 206 511  262 709  326 911  240 060 
(6 832)  - Less amount off-set in terms of IAS32 (Tenant deposits)  - (6 832)

(16 872) (23 477) Less impairment losses (27 825) (16 872)
 182 807  239 232  299 086  216 356 

 36 507  51 925 Prepayments not at risk  69 454  43 219 
 219 314  291 157  368 540  259 575 

Tenant receivables comprise of hawkers, residential and 
commercial tenants in the following percentages:

1% 1% Hawkers 1% 1%
6% 4% Residential 4% 6%

93% 95% Commercial 95% 93%
100% 100% 100% 100%

Commercial tenants are deemed to be low risk compared to 
residential tenants, however during last two years we have 
been negatively impacted due to poor economic conditions in 
the property market.(see 38.1.5).
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There has been no signifi cant change during the fi nancial 
year, or since the end of the fi nancial year, to the Group’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.

38.1.3 Collateral 
For all tenant receivables collateral is held in the form of 
tenant deposits, guarantees or sureties based on the risk 
profi le of the respective tenant. See note 38.2.1 for carrying 
amounts of these deposits.

38.1.4 Financial assets that are past due but not impaired
The following represents information on the credit quality of 
trade receivables that are neither past due but not impaired:
The tenant trade receivables are tenants who 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 past due but not 
impaired relate to Government entities and therefore there is 
no risk of default.

38.1.5 Aged analysis of fi nancial assets that are past due but not 
impaired

Trade receivables

 7 107  649 1 to 30 days past due  3 301  7 107 
 712  2 367 31 to 60 days past due  2 376  712 
 566  8 082 61 to 90 days past due  8 098  566 

 48 641  98 015 91 to 120 days and over past due  99 214  48 641 
 57 026  109 113 Total  112 989  57 026 

Tenant trade receivables
 3 407  7 299 1 to 30 days past due  7 299  3 407 
 5 287  3 606 31 to 60 days past due  3 606  5 287 

 12 366  2 951 61 to 90 days past due  2 951  12 366 
 9 083  12 410 91 to 120 days and over past due  12 410  9 083 

 30 143  26 266 Total  26 266  30 143 

All of the Group’s trade and other receivables have been 
reviewed for indicators of impairment. Certain trade receiva-
bles were found to be impaired and an allowance of R27.8 
million (2010: R16.8 million) has been recorded accordingly. 
80% of impaired receivables are commercial tenants where 
companies have been liquidated and/or have been handed 
over for default judgments to attorneys.

38.2 Liquidity risk management
Liquidity risk is the risk that the Group will not be able to 
meet its fi nancial obligations as they fall due.
The Group maintains suffi cient cash resources and receives 
substantial cash allocations from Government on a monthly 
basis, in order to act as an agent for Government in the provi-
sion of rail commuter services. The Group manages liquidity 
risk through an ongoing review of future commitments and 
credit facilities.
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The Group’s approach to managing liquidity is to ensure, as 
far as possible, that it will always have suffi cient 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 Medium Term Expenditure Framework 
allocation process to meet all current and future obligations.
The following table details the Group’s remaining contrac-
tual maturity for its fi nancial liabilities. The table have been 
drawn up based on the undiscounted cash fl ows of fi nancial 
liabilities based on the earliest date on which the Group can 
be required to pay. The table includes both estimated interest 
and principal cash fl ows.

38.2.1 Maturity analysis

Non-derivative fi nancial liabilities

Trade payables
 994 051  2 213 115 1 to 6 months  2 293 824  1 060 261 
 340 030  431 532 7 to 12 months  433 248  340 030 

 1 334 081  2 644 647 Carrying amount  2 727 072  1 400 291 

Interesting bearing borrowings (INCAS)
 4 822  7 526 1 to 6 months  7 526  4 822 
 5 537  8 447 7 to 12 months  8 447  5 537 

 49 593  20 595 more than 12 months  20 595  49 593 
 59 952  36 568 Carrying amount  36 568  59 952 

Derivative fi nancial liabilities

Other fi nancial liabilities

 16 191  - 1 to 6 months  35 108  124 995 
 -  - 7 to 12 months  36 799  108 804 
 -  - more than 12 months  396 483  710 749 

 16 191  - Carrying amount  468 390  944 548 

38.3 Market risk disclosures

38.3.1 Interest rate risk

Interest rate risk is the risk that the fair value or future cash 
fl ows of a fi nancial instrument will fl uctuate because of 
changes in market interest rates.
The Group’s income and operating cash fl ows are substan-
tially independent of changes in market interest rates.
The Group is not exposed to interest rate risk through the 
INCA loans and Mercedes Benz loan. These loans are at fi xed 
interest rates over a fi xed term and not revalued at year-end. 
Therefore, a change in interest rate would not affect profi t 
or loss.

Effect of interest rates on fi nancial instruments:
Fixed-rate instruments

 47 584  36 568 Interesting-bearing borrowings (INCAS)  36 568  47 584 
 16 191  - Other fi nancial liabilities  396 483  944 548 
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38.4 Capital management
The Group’s capital consists of share capital; Annually we 
receive capital and operational subsidy. Capital subsidy is 
accounted for in terms of IAS 20.
Neither the Group nor its subsidiaries are subject to exter-
nally imposed capital requirements.

38.5 Categories of fi nancial instruments

Loans and receivables
 219 314  291 157 Trade and other receivables  368 540  259 575 
 322 769  1 907 499 Cash and cash equivalents  2 125 653  419 348 
 542 083  2 198 656 Carrying amount  2 494 193  678 923 

Financial assets at fair value through profi t and loss

 2 212  - Other fi nancial assets  -  2 212 
 2 212  - Carrying amount  -  2 212 

Financial liabilities at fair value through profi t and loss

 16 191  - Other fi nancial liabilities  -  16 191 
 16 191  - Carrying amount  -  16 191 

Financial liabilities at amortised cost
 2 253 929  2 885 563 Accounts payable  2 986 111  2 557 294 

 -  - Other fi nancial liabilities  468 390  928 357 
 36 570  20 595 Discounted lease arrangements  20 595  36 570 
 11 014  15 973 Short-term portion of discounted lease agreements  15 973  11 014 

 2 301 513  2 922 131 Carrying amount  3 491 069  3 533 235 

39 Post balance sheet events
On 19 May 2011, two Metrorail trains collided in Soweto re-
sulting in injuries to about 857 passengers of both trains. The 
Group set aside a once-off R20 million fi nancial assistance 
to victims of the Soweto accident. The payments are being 
made directly to the victims outside lawyer and attorney 
representation. The payments are to cover hospital bills and 
other related losses.
Going forward, the Group will be introducing a commuter 
insurance cover, based on a no fault system to all valid train 
ticket holders injured or killed in train accidents to ensure 
speedy assistance to passengers without delays.
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 There are 15 individual amendments to 12 standards - Improvements to International Financial Reporting Standards 2009: 
effective for periods commencing on or after 1 January 2011, or for periods commencing on or after 1 July 2010.

 Management anticipates that the adoption of the above standards in future periods will have no material impact on the annual 
fi nancial statements of the Group, other than requiring additional disclosure. 

41 Going concern

 The Passenger Rail Agency of South Africa has prepared its fi nancial statements on a going concern basis, confi rming that 
the entity will be able to meet its fi nancial obligations and fi nance future operations through a combination of Government 
Funding and revenue income generated from operations, and that the realisation of assets and settlement of liabilities and 
commitments will occur in the ordinary course of business.

 Following the report of the Auditor-General to Parliament on the Group Financial Statements of the Passenger Rail Agency of 
South Africa for the Year ended 31 March 2010, wherein going-concern issues were raised, the Directors took steps to address 
challenges of fi nancial sustainability facing the entity. Among the key steps taken was the development and adoption of a new 
strategy for PRASA over the next fi ve (5) years. Part of the strategy has resulted in the restructuring of the business  with the 
property portfolio now managed internally through a new division, PRASA Corporate Real Estate Solutions (PRASA CRES), 
the strategic focus of Intersite Asset Investments (Pty) Ltd. revised from a property management company to a vehicle 
that seeks to leverage non-operational and non-strategic assets of PRASA and ensuring that assets are fully exploited to 
generate additional income, implementation of a balance sheet restructuring exercise aimed at putting in place a new and 
optimal capital structure, ensuring that assets are managed in a more effective manner, valuation of investment assets, cost 
optimisation initiatives and strategies to improve fi nancial performance as well as strengthening fi nancial controls. 

 The Board of Control took the following decisions with regards to the Balance Sheet Restructuring Programme in December 
2010, aimed at strengthening the fi nancial position of PRASA:

 Balance Sheet Restructuring Autopax: 

 Capitalisation of Shareholders Loan amounting to R 333 million in Autopax,which includes a loan acquired when the 
shares were bought from Transnet, and further loans made by PRASA to Autopax as they prepared for the World Cup 2010. 
This will signifi cantly improve the capital structure of the business.

 PRASA Group to fund a market demand study on the bus passenger market on behalf of Autopax, which would determine the 
optimal number of buses required in the business in future. The result will allow the Group and Autopax to determine the 
number of excess buses that can be disposed of, subject to PFMA approval.

 Balance Sheet Restructuring Intersite Asset Investments (Pty) Ltd (Intersite):

 Capitalisation of a portion of the Shareholders Loan, in which shares will be issued for cash and proceeds from the 
subscription will be used to redeem shareholder loans.

2010 
R’000 

2011 
R’000 

2011 
R’000 

2010 
R’000 

40 Standards and interpretations
At the date of authorisation of the annual fi nancial state-
ments for the year ended 31 March 2011, the following stand-
ards and interpretations were in issue but not yet effective:

Standard/interpretation

IAS 12 (AC 102) Deferred Tax: Recovery of Underlying Assets – Amendments to IAS 12 Annual periods commencing on or after 1 July 2010
IAS 24 (revised) Related Party Disclosures Annual periods commencing on or after 1 July 2010
11 individual amendments to 6 standards Improvements to International Financial Reporting Standards 2010 Annual periods commencing on or after 1 July 2010
IFRS 1 (AC 138) amendment Limited exemption from Comparative IFRS 7 Disclosures for First-time Adopters Annual periods commencing on or after 1 July 2010
IFRS 1 amendment Severe Hyperinfl ation and Removal of Fixed Dates for First-time Adopters Annual periods commencing on or after 1 July 2010
IFRS 7 (AC 144) amendment Disclosures – Transfers of Financial Assets Annual periods commencing on or after 1 July 2010
IFRS 9 (2009) (AC 146) Financial Instruments Annual periods commencing on or after 1 July 2010
IFRS 9 (2010) (AC 146) Financial Instruments Annual periods commencing on or after 1 January 2010
IFRIC 14 (AC 447) amendment Prepayments of a Minimum Funding Requirement Annual periods commencing on or after 1 January 2011
IFRIC 19 (AC 452) Extinguishing Financial Liabilities with Equity Instruments Annual periods commencing on or after 1 January 2011
IAS 32 (AC 125) amendment Classifi cation of Rights Issues Annual periods commencing on or after 1 February 2011
IFRIC 19 (AC 452) Extinguishing Financial Liabilities with Equity Instruments Annual periods commencing on or after 1 July 2010
IFRS 1 amendment Limited Exemption from Comparative IFRS 7 Disclosures for First-time Adopters Annual periods commencing on or after 1 July 2010
Revised IAS 24 (AC 126) Related Party Disclosures Annual periods commencing on or after 1 January 2011
IFRIC 14 (AC 447) amendment Prepayments of a Minimum Funding Requirement Annual periods commencing on or after 1 January 2011
IFRS 9 (AC 146) Financial Instruments Annual periods commencing on or after 1 January 2013
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 The transfer of operating assets from Intersite to PRASA Corporate Real Estate Solutions (PRASA CRES)

 The transfer of property and rights to develop certain property assets for purposes of the transaction with the Strategic 
Equity Partner (“SEP”)

 The transaction with the SEP will be concluded to raise much needed capital for PRASA Group and this will require that 
assets and rights to develop assets be identifi ed in order to structure a compelling portfolio for an SEP to invest in.

 The assets anticipated may include:

 • Certain 3rd party contracts managed by Intersite;

 • Equity in development projects currently under way;

 • Exclusive rights to develop other land holdings;

 • Exclusive rights to develop certain key station precincts;

 • Non-strategic properties with commercial potential, which may be sold into Intersite.

 PRASA plans to initially dispose of a 20% stake with an option for another 10% to a Strategic Equity Partner. It is expected 
that the SEP will inject up to R3 billion of investments into PRASA. PRASA has already prepared Intersite for an SEP and has 
submitted a detailed motivation to the Minister of Transport seeking approval to seek a Strategic Equity Partner in terms of 
Section 54 of the PFMA.

 These initiatives have contributed, among others, to an improvement in the fi nancial position of the two subsidiaries of 
PRASA, with their debt burden reduced and placing them on a sound footing to deliver value in the years ahead. In addition, a 
shortlist of 22 properties categorised into stations, development land and commercial buildings has been identifi ed, and an 
optimal process to unlock value in the portfolio as well as the legal implications of the SEP process is being fi nalised. 

 National Station Precinct Development Programme:

 Intersite has achieved signifi cant progress with regards to the identifi cation and selection of development partners for the 
commerical development of an initial 28 station precincts, as per PRASA’s strategic objective of unlocking maximum value 
from the property portfolio. The total value of the developments already approved by Intersite is R13 billion over the next 
7 years. This is aimed at developing and modernising the PRASA Property Portfolio. This programme will transform the 
Portfolio by creating additional retail and rental space in modern stations.

 Following a competitive procurement process, recommendations for preferred bidders for each of the 25 stations were 
approved by the Intersite Board in March 2011. Preferred bidders were then notifi ed and requested to enter into Development 
Entitlement and Commitment Agreements in terms of which they were required to pay commitment fees equal to 5% of 
the facilitation fee payable to Intersite (ranging between 1% and 3% of the total development cost), as a non-refundable 
commitment fee. These agreements give the preferred bidders an exclusivity period of between 12 and 24 months to 
undertake all necessary regulatory processes, site investigations and feasibility work to produce a fi nal development 
proposal for acceptance by PRASA.

 To date, Development Entitlement and Commitment Agreements have been signed for 19 out of the 25 stations awarded. 
Intersite will continue to monitor the progress of the preferred bidders, and assist the bidders where possible, until the 
proposed developments reach a stage where they are feasible, which is expected in the next 12 to 24 months.

 Steps have been implemented to improve operational effectiveness through increased availability and reliability of assets, 
which impacts on the entity meeting its budgetary targets. 

 The ratios in the business suggest the beginning of a shift in the right direction. Government funding commitment to PRASA 
for both its transport operations and infrastructure investment programme for the MTEF amounts to R30.2 billion, and 
Government is working with the entity to modernise its passenger rail services through the delivery of an eighteen (18) year 
new rolling stock programme and a seven (7) year signalling upgrade programme, which are very important in securing the 
future and fi nancial sustainability of the entity.

 The group incurred a loss of R1 019 million (2010: R1 269 million) and PRASA incurred a loss of R766 million (2010: R1 090 
million). At 31 March 2011 the group’s total liabilities exceeded its total assets by R186 million (2010 total assets exceeded 
total liabilities by R 832 million) and the group’s current liabilities exceeded its current assets by R1 571 million (2010: 
R2 722 million) while PRASA’s current liabilities exceeded its current assets by R1 615 million (2010: R2 658 million).  
 

 In the event that the operations of the group fail to achieve the objectives of its new strategy and forecasted cash fl ows, 
there will be a material uncertainty that may cast doubt on the ability of the entity and its subsidiaries to continue as going 
concerns.
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Physical Address Postal Address Telephone

30 Wolmarans Street Private Bag x101 011 773 1600

Umjantshi House Braamfontein Fax

Braamfontein 2017 011 774 6299

Johannesburg

Website

www.prasa.com

PRASA RAIL (Metrorail, Shosholoza Meyl, Premier Classe)

Physical Address Postal Address

Corner Simmonds  P O Box 32281 
and Leyd Streets Braamfontein

Braamfontein 2017

2017 

Website and e-mail addresses

Shosholoza Meyl:

www.shosholozameyl.co.za

info@shosholozameyl.co.za

Premier Classe:

www.premierclasse.co.za

infopremierclasse@prasa.com

Metrorail:

www.metrorail.co.za

PRASA CONTACT 
INFORMATION

PRASA
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AUTOPAx (Translux and City to City)

Physical Address Postal Address

113 First Street P O Box 1907

Salvokop Pretoria

Pretoria 0001

Website

www.autopax.co.za

INTERSITE

Physical Address Postal Address

Primegro Office Park P.O Box 999

1st Floor Sunninghill   
Boundary Place 2157

18 Rivonia Road, Illovo 

Gauteng, South Africa

Website and e-mail address

www.intersite.co.za

marketing@intersite.co.za

CENTRAL RESERVATIONS NUMBER
086 000 8883

INFORMATION DESK
011 773 3139/ 011 773 3063

PRASA RAIL HEAD OFFICE RECEPTION
011 773 7463
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