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We have pleasure in submitting, for your information and presentation to Parliament, the South

African Rail Commuter Corporation Annual Report for the period 1 April 2005 to 31 March

2006.

The report has been prepared in accordance with South African Generally Accepted Accounting

Practice (SA GAAP), Public Finance Management Act, 1999, (Act No.1 of 1999)  and other

relevant Treasury regulations.

Yours sincerely

J Ngobeni Neli Xaba
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MANDATE OF THE SOUTH AFRICAN
RAIL COMMUTER CORPORATION LIMITED

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

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

It has the custodianship of all commuter rail assets such as stations, infrastructure and

rolling stock. Through its wholly owned subsidiary, Intersite Property Management

Services (Intersite), new stations are built, upgraded, managed and maintained.

The primary and secondary objects of the SARCC as stated in the Legal Succession
Act are:

PRIMARY OBJECT:

To ensure that, at the request of the Department of Transport or any sphere of
government, rail commuter services are provided in the public interest, and to
promote rail as the primary mode of mass commuter transportation.

SECONDARY OBJECT:

To generate income from the exploitation of assets transferred to the SARCC by
the Minister of Transport under Section 25 of the Legal Succession to the SATS Act
(Act 9 of 1989).

OUR VISIONOUR VISION

To establish rail as the preferred mode of public transport in South Africa, in the
public interest.

OUR MISSION

To ensure the movement of people through the provision of safe, reliable, affordable
and sustainable commuter rail services; and to develop the rail assets using best
practices in the interest of all stakeholders.

4
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FUNCTIONS OF THE SARCC

The SARCC is vested with the important responsibility of providing a quality service with

rolling stock and infrastructure, in a safe and secured environment.

The functions of the SARCC include:

The financial management of the rail commuter business in South Africa.

- Secure operational and capital funding for the business.

- Subsidy management.

- Capital funding requirements and allocation.

- The offset of property revenues against subsidy requirements.

To ensure the provision of rail commuter services at the request of DOT and  any other

sphere of government.

The management of an operational contract with the OPERATOR for the provision of 

the rail commuter services.

The management of the asset base (infrastructure, rolling stock, perway, signalling and

telecommunication) of the rail commuter business in conjunction with the operator, 

including the planning, upgrade and extension of the rail network, in line with local 

integrated transport plans (ITPs).

The management and exploitation of the property portfolio, consisting of  commuter rail

stations, associated land and residual properties.

Provision of rail information to rail planning bodies and relevant stakeholders.

OUR CORPORATE VALUES

Ubuntu - respect, togetherness and team spirit

Business ethics - honesty and integrity

Transparency

Equal opportunity

Sound business principles

Participative management

Training and Development

Promote black economic empowerment and employment equity

Loyalty

Customer focus

MANDATE OF THE
SOUTH AFRICAN  RAIL COMMUTER CORPORATION LIMITED (continued)
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OUR STRATEGIC FRAMEWORK

The SARCC’s strategic framework underpins current and future plans.

OUR STRATEGIC NETWORK

The South African Rail Commuter Corporation, through its operator Metrorail, provides rail

services in the four major centres, namely Wits (Johannesburg), Tshwane (Pretoria), Western

Cape (Cape Town) and KwaZulu-Natal (Durban) as well as Port Elizabeth and East London.

The total network spans 1 150 km of railway and 478 stations.

The regional breakdown of these facilities is as follows:

Wits

Tshwane

Western Cape

KwaZulu-Natal

Port Elizabeth

East London

Total

Region

360

120

370

208

43

49

1150

167

78

102

102

11

18

478

Outcome Stations

Establish rail as the
preferred mode of
transport in the public
interest

Efficient Operations

Vision

1. Safe and reliable 
transport

2. Passenger security

3. Satisfied customers

4. Optimal financial 
performance

5. Matching investment 
to strategic projects

6. Timely delivery of 
projects

Reliable predictable service
Public Safety

Secure environment

Customer service 
Capacity-demand matching
Increased passenger journeys
Increased fare revenue

Operational efficiency
Improved fare collection

Effective investments
Responsible asset management

Efficient planning
Capable, positive and
performance driven staff

Outcome Key Performance Areas
(KPA)

MANDATE OF THE
SOUTH AFRICAN  RAIL COMMUTER CORPORATION LIMITED (continued)
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our corporate structure
& executive management Department

of Transport

SARCC Board of Control

JM Ngobeni - Chairman
L Mothiba (Ms)
B Boshielo
P Moiloa
N Mandindi (Ms)
VO Twala
SN Buthelezi
NT Tshombe (Ms)
LT Montana

Group Chief
Executive Officer

Acting: Neli Xaba

Group Compliance & Legal

Internal Audit

Group Executive
Asset Management

Brian Jacobs
CFO &

Group Executive
Corporate Services

Neli Xaba

Group Executive
Strategy & Network

Development

Tando Mbikwana

Group Executive
Performance
Compliance

Enos Ngutshane

Group Executive
Public Relations &
Communication

Enos Ngutshane
(Acting)
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The South African Rail Commuter Corporation has undergone significant changes in the past
twelve months. The focus for the Corporations’ Board and Management team during the
2005/2006 financial year was to deliver to our customers’ expectations.

Our rail system is facing major challenges, which have highlighted the need for a more proactive
approach to challenges of safety and security, quality of service and predictability. Historically,
the plans and strategies were not adequately geared towards meeting passenger demands
in terms of punctuality, reliability, and safety.  However, rail continues to provide us with some
strategic advantages especially as a mass mover of passengers, contributing to the efficiency
of our transport system, reducing congestion, linking the rural and urban areas, and as an
energy conserving mode. The future of transport is in rail.

A number of strategies were developed to address key challenges and improve the level of
service.  The transfer of Metrorail into SARCC to form a single passenger rail entity is the major
highlight of the 2005/2006 year. This has set a new direction for rail, establishing the platform
from which to improve the safety and reliability of rail services in the future.

The SARCC has specific responsibilities for the commuter rail services with the prime focus
on safe, secure and reliable operations, quality commuter service, infrastructure development
and maintenance. Significant progress has been made towards achieving an improved focus
on the commuter service during the financial year under review.

While the shortage of trains and other operational issues have occupied the Board and
Management’s attention, important steps have been taken to secure future investment in rail.
Commuter rail in the country plays an important role towards the alleviation of poverty, creation
of employment, increased mobility of people, promotion of tourism, reliable and cost-effective
transport system, and lastly, sustainable transport towards sustainable development of the
South African, and the African economy.

CHAIRMAN’S STATEMENT
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Review

There are a number of other operational and managerial efficiencies being effected within the
organisation to ensure that a performance-driven and dynamic culture evolves as part of the
new rail agenda. The Board has been working closely with the Executive Management team
to implement reforms across the organisation to rebuild the confidence of our commuters and
other stakeholders. Our Board Committees have been particularly focused on improving safety
performance and financial reform, and on ensuring proper accountability of managers through
their individual performance agreements.

The SARCC continues to engage the South African Police Services to fast track the reintroduction
of the Police services back into the rail system. Over 800 Railway Police have been introduced
into the system.  Since their re-introduction, the situation has improved significantly in the
relevant regions, with an increase in fare revenue being an added benefit.

There has never been a better opportunity for the transport sector, especially rail to galvanise
around the common objective of hosting a successful 2010 World Cup than now. As part of
Government’s planning of the 2010 World Cup, SARCC together with other agencies and state
owned enterprises, have been working relentlessly to be in a position to host a successful
event. Our guiding principle is to align all public transport services to provide an integrated
package to satisfy the transport needs for this event and beyond, leaving a legacy for improving
the mobility of daily commuters even well after the event.

Major 2010 projects aimed at improving stations, security and providing adequate trains for
2010, have been approved by Government.  The strategic plans are in place, and the main
challenge is in the area of implementation and additional funding.  Opportunities for private
sector partnering also form the basis of the said plans. As we are demonstrating, we are ready
to respond within available resources to make our country proud.

The Future

As we move forward, it is essential that we are mindful of the lessons learnt from past experience
and we invest in programs that deliver on the needs and demands of our commuters and
stakeholders in the future.

On 20 May 2005, the Minister of Transport, Mr Jeff Radebe, announced a plan to consolidate
all the passenger rail entities in South Africa. A year later the first phase in the form of the
consolidation of Metrorail within SARCC has been concluded.  This has been a great achievement
for an exercise that proved to be complex and challenging.  The second phase, which is planned
for the next year, will see Shosholoza Meyl integrated into the newly consolidated entity.

Thanks

I thank the Minister of Transport, Mr. Jeff Radebe, for his encouragement and guidance as
well as the support of the Director-General, Ms. Mpumi Mpofu and her Deputy Director-General,
Mr Lucky Montana, during 2005/2006. I would also like to thank my Board members for their
participation and contribution in addressing the challenges facing the Corporation.

I also extend my gratitude and appreciation to the SARCC's Acting Chief Executive Officer,
Ms. Neli Xaba, for her support and contribution to the achievement of the Corporation's
objectives. This  has been a particularly challenging year since the history of the Corporation.

To the Chief Executive Officer of Metrorail, Ms. Lauriette Modipane, and her Executive
Management and staff, my gratitude for continuing to provide the service that moves millions
to and from work on a daily basis.  My appreciation also goes out to Intersite's Managing
Director, Ms. Nyami Mandindi, for her continued effort in managing the Corporation's property
portfolio.

Finally, I would like to thank the Corporation's Executive Management and the staff for their
hard work.

Chairman
James Ngobeni

SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
CHAIRMAN’S STATEMENT (Continued)
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SARCC entered the financial year ended March 2006 clearly focused on critical issues that
continuously define the commuter rail industry. The focus was primarily around the provision
and delivery of a safer, secure, and more reliable service in line with customer needs and
corporate vision. Throughout this financial year, the Corporation worked hard to implement
major safety reforms.

We had five main areas of focused activities during the year, namely:

 Improving the safety and reliability of the services offered to our commuters.
SARCC contributed R160.4 million for the establishment of the Rail Police Unit, and for the
erection of SAPS operational centres. Three (3) are already operational in the Western Cape.
The Rail Police have been fully deployed in the Western Cape with encouraging effect on the
reduction of criminal activity in trains and stations. The SARCC will deploy more mobile units
to affected areas as a preventative measure against vandalism.

During the financial year, a CCTV pilot program was initiated to take advantage of technology
that has the potential to greatly improve the chances of “real time” detection of certain types
of offences as they occur. Targeting trains, stations and staging yards, the program has the
potential to reduce the incidences of violence, vandalism, graffiti and trespassers, which have
a disproportionate impact on the commuters’ perception of our ability to provide a secure and
reliable service.

The rebuilding of the rolling stock and infrastructure has seen continuing record levels of
focused investment to improve the infrastructure. As anticipated, some scheduled train services
were negatively affected during and after the critical refurbishment project which was aimed
at achieving even higher levels of engineering safety. We have resolved to limit our available
fleet to the 12-year maintenance cycles.  This was supported by the management decision to
optimise the available capital budget by actually spending as much as 80% of available funding
on the rolling stock fleet.  This situation has had an impact on the regular capital programme
of essential maintenance work on infrastructure and stations, which will also be accelerated
to correlate with the anticipated funds as they become available.

MESSAGE FROM THE ACTING
CHIEF EXECUTIVE OFFICER (CEO)

10
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Parallel to this the Department of Transport is working towards availing the required
additional funding. An amount of R1, 6 billion additional capital subsidy has been committed
by the Department for the next 3 years.

 The Auditor-General qualified the financial statements of the Corporation in respect of fixed
assets for the Financial Years 2004 and 2005. During the financial year under review, we
commenced with rolling stock verification, which has resulted in all rolling stock assets verified
and categorised. The major drive for this exercise was to obtain an unqualified audit opinion
for the financial year ending March 2006, to develop accurate asset values to support prudent
financial management of rolling stock, and compliance to SA GAAP, at the same time acquire
accurate and comprehensive detail as regards to the existence and general condition of all our
rolling stock, and classify the assets into components. This exercise has been successfully
completed.

 The SARCC tasked itself with developing a Rail Plan to guide the commuter rail industry,

in terms of operations, expansion and other key performance areas for the next coming years.

The first phase of the plan was completed in June 2005 and has been approved by Cabinet.
The focus of the rail plan is to identify key corridors and then focus rail reinvestment on those
particular corridors. We have established that the most feasible way of securing a future for
passenger rail is to concentrate all available resources on Priority Corridors. The second phase
is near completion.

  The groundbreaking decision to formalise the consolidation of SARCC and Metrorail. The
transfer to SARCC of the delivery of rail commuter services previously provided through
Transnet is nearing completion. This allows for streamlined operational decision-making. Central
to the delivery of improvements to the railway, is the need for common ambitions, mechanisms
and processes that provide the basis on which these ambitions are realised.

  Continuous improvement in strengthening the human capital capacity within the organization
through human resources development initiatives. In seeking to stimulate exceptional performance
the Corporation embarked on various human capital development programmes including
personal mastery and change management for all employees, as well as principle centred
leadership development for management.

Furthermore, the SARCC committed resources to promote a culture of continuous learning
and development, skills development, with employee self-development programmes that would
enable a sustained and strong performance culture. This strategy is driven by the effective
implementation of our comprehensive learning facilitation. The major achievements were the
implementation of the change management process. Over the year, all employees worked
tirelessly to deliver and achieve best possible outcomes for commuters.

Nine (9) graduates have been recruited to address the scare skills shortage and imbalance
within the Corporation. This programme forms part of the organisations’ commitment to partner
with our government and other sectors, in the Accelerated and Share Growth Initiative (ASGISA)
as well as the Joint Initiative on Priority  Skills Acquisition (JIPSA).

So how did we measure up to our stated objectives?

Significant progress has been made towards ensuring better safety for our customers, through
focused action, notably the implementation of the rail police. As demand for the improvements
in rail safety and security increases, it is clear that this issue will shape the state of rail through
the coming years.

Outlook

The organisation has accelerated delivery, particularly around rolling stock and infrastructure.
With the building blocks now in place for improved reliability, safety and security, the next major
challenge for the consolidated SARCC is continuous improvement to the service offered to the
commuters. During the next financial year ending March 2007, significant resources will be
applied to improve commuter information, staff development and also ensuring that our business
planning is fully orientated towards the customer. At the same time we will continue to be more
efficient in our operational processes, drive costs down to deliver value to government,
commuters and other stakeholders. The Corporation will be embarking on a number of important
projects to support the government’s commitment to record investment in renewed and upgraded
infrastructure and rolling stock.

SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
MESSAGE FROM THE ACTING CHIEF EXECUTIVE OFFICER (CEO) (CONTINUED)
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We are very confident that the trend of decline in commuter utilisation of  the services will
stabilise and improve due to a number of positive initiatives on security, rolling
stock refurbishments, fare evasion and crime prevention.  Safety related projects have contributed
in combating the high level of vandalism on the system that contributes to technical failures
and delays. The South African Police Service will continue to direct and take charge of the
safety initiatives within our precincts and during the in-transit chain.

In carrying out these activities, the opportunity to develop and implement the National Passenger
Rail Plan is welcomed, taking into account the costs and benefits to passengers, while seeking
to ensure that the future affordability and performance is not compromised.
Overall, we are confident that the transition process is progressing smoothly, and that the
transition will be largely advanced in the coming year. The year to come will see employees
of the merged entities continue to work hard to meet the objectives, as we further target
substantial improvements in commuter rail.

I extend my deepest gratitude to the previous CEO, Mr. Eddie Lekota for his contribution
towards a better service to the commuters. I would also like to thank the Executive Management
team and the entire staff for the support and extra effort in ensuring the attainment of our
objectives.

Lastly, I acknowledge and appreciate the role of the Board of Control, and the Chairman,
Mr James Ngobeni, in having provided leadership and direction to the organisation.

Acting CEO
Neli Xaba
31 May 2006

SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
MESSAGE FROM THE ACTING CHIEF EXECUTIVE OFFICER (CEO) (Continued)

4M, 1950-1990

The blue 5M2, 1959/1960

7M-1984

8M-1989/1991
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Performance Assessment

During the period under review, the SARCC focused on eight strategic objective highlighted

below:

1. Generate income from the exploitation of assets transferred to the SARCC by the Minister.

2. Reduction/elimination of aspects contributing to poor reliability, safety and financial losses.

3. Roll out and extend new rail service networks where required, within internal and 

external constraints.

4. Enforce compliance to the required level of service provided by the operator.

5. Rationalisation of services and optimisation of government funding.

6. Actively contribute to commuter rail industry restructuring supported by information 

intelligence, skills development and communication.

7. Develop Commuter Rail Strategic Plan.

8. Support socio-economic development in line with government policy guidelines.

1.  Generate income from the exploitation of assets transferred to the SARCC by the

     Minister.

The assets transferred to SARCC from Transnet increased the organisation’s income generating

capacity.  As a result, the performance measurement for this objective was the increase in

income.

The actual income for the 2005/06 financial year was 14.7% above target.

Intersite Property Management services, a 100% subsidiary of SARCC, manages our Property

portfolio, nationally.

SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
PERFORMANCE MANAGEMENT REPORT FOR THE YEAR ENDED 31 MARCH 2006

Percentage increase in income

Region

2% 16.7%

Target Attained

14
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2. Reduction/Elimination of aspects contributing to poor reliability, safety and financial
losses.

2.1 Safety and Security

SARCC, Metrorail and Spoornet’s initiative of the establishment of the safety and security
committee aimed at training train drivers, has began to bear fruits. On the other hand, incidents
of crime such as vandalism, mugging of passengers and theft of assets continue to be addressed.
Several initiatives have been launched during the financial year under review to help reduce
crime, namely the re-introduction of the railway police (SAPS) and the close circuit television
(CCTV) pilot projects in the Western Cape, to be rolled out nationally under the leadership of
SAPS.

Metrorail also launched a safety awareness campaign during 2004/5 to make commuters aware
of dangers of level crossing, staff-riding and platform markings.  All these initiatives contribute
towards the drive in the elimination of the human factor in accidents.

The deployment of SAPS in Cape Town is in full swing, with the deployment of 350 
constables in KwaZulu-Natal and Gauteng scheduled for July 2006. The deployment of 
mobile train units in Tshwane has been successful.

SARCC liases with Rail Safety Regulator (RSR) regularly and is responsible for monitoring
the implementation of Interface Management Agreement between Metrorail and Spoornet
in terms of safety regulations.

Numerous asset upgrades were made to increase safety and security and reduce       
safety-related incidents; these are covered in 2.4 below.

Incidents of derailments and SPADs (signal passed at danger) were down to thirteen (13)
this year (down from 18 in 2004/05) and 18 SPADs (down from 21).

2.2  Increased reliability

SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
PERFORMANCE MANAGEMENT REPORT FOR THE YEAR ENDED 31 MARCH 2006
(continued)
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SARCC has established well-defined strategies and projects to ensure continued improvement
in the reliability of the Infrastructure and Rolling stock.These strategies cover short, medium
and long term. In addition to the ongoing Capital Program, additional projects were completed
in 2005/2006, that were targeted to improve the reliability of rolling stock and infrastructure.
The infrastructure assets are managed through a capital investment plan that takes cognizance
of the following objectives:

optimal asset condition and long term integrity of the assets;
maintain and sustain a service quality that strives for a safe commuter rail operation which
is improving and meeting the business requirements;
address the immediate/current operational requirements to improve operational efficiency
in the short-term, medium-term and long-term in terms of asset performance as indicated
by fault trends, age profile, condition assessment studies being a primary factor;
eliminate obsolete systems and equipment in order to reduce service disruptions and 
excessive maintenance costs.

Furthermore, the technical requirements of the assets are prioritised in terms of criteria such
as safety criticality, operational requirements, asset availability and funding.

Punctuality (Comparison of Trains Run vs. Trains Delayed)

Reliability (Comparison of Trains Scheduled vs. Trains Cancelled)

Passenger Journeys

Passenger journeys have increased by 4.07%, which is below target due to reduced services
as a result of the backlog of maintenance and general overhaul ; security issues; service level
reduction; burning of trains and vandalism. The table below shows the number of passenger
journeys travelled during the year under review as compared to the previous year.

Source: Metrorail Ticket Sales System

Passenger journeys in 2005/2006 increased by 4.07% (2004/2005: 3.58% increase).

SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
PERFORMANCE MANAGEMENT REPORT FOR THE YEAR ENDED 31 MARCH 2006
(continued)

NATIONAL

Trains Scheduled
vs Trains Ran

Upper Norm
Cancellations

Lower Norm
Cancellations

2005 2006
0.00%

4.00%

3.00%

2.00%

1.00%

Trains on time
vs Train Ran

Upper Norm
Delays

Lower Norm
Delays

2005 2006
80.00%

100.00%

NATIONAL

Cape

Port Elizabeth

East London

Durban

Wits

Pretoria

Total

Region

174,740,041

1,761,050

7,248,563

60,119,034

190,472,080

77,568,136

511,908,904

2.86%

-4.34%

13.30%

11.45%

3.21%

-2.83%

4.07%

2005/06 2004/05

169,886,431

1,687,838

6,397,530

53,942,366

184,552,237

75,435,635

491,902,037

Variance

Train punctuality increased by 0.5% from
88.10% in 2004/2005 to 88.60% in
2005/2006 against the acceptable norm
of between 90% and 95%.

Trains cancelled versus trains scheduled
decreased by 1.27% from 2.18% in
2004/2005 to 3.45% in 2005/2006 against
the acceptable norm of between 0.30%
and 1.00%.
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2.3  Increase in collected fare revenue

Fare evasion is a major concern as it contributes to the reduction of anticipated revenue.
During the current year, revenue collection increased by 1.13 %. This was largely due to the
following efforts by the SARCC:

Piloted rail transit police in Cape Town and increase in the deployment of guards.
Verification of tickets around access points and on board the trains.
Presence of officials with PTIMS at unmanned stations.
Replacement of TIMS and PTIMS on regions.

2.4  Fit for purpose assets

The focus of Rolling Stock investment is to ensure a safe, reliable and fleet availability. Safety
is the highest priority in the management of the assets and specific emphasis requires that we
sustain a GO and Upgrade programme every year.

The GO/Upgrade quantities have increased over the past few years. In 04/05 we completed
383 coaches and in 05/06 we completed 458 coaches.
Another major achievement in 05/06 has been the development of the 10M5 upgrade 
design, launched in KwaZulu Natal in October 2005.

The 10M5 development is the result of a long learning curve since the first 10M prototypes in
the late 90’s. The 10M3 and 10M4 were the most recent upgraded coaches. The Machine
Room is an innovative design which is maintenance friendly and has a modular layout to allow
plug and play sub-components. The CAB design is a unique development which allows
interchangeability of the cab and the motor coach. (Plug and Play Module). The new Single
Hand Master Controller, an SARCC design, will be fitted to all new standardised cab designs.
(Retrofitting to 10M3’s and 10M4’s).

Additional improvements made during the year under review were as follows:

Improved telecommunications, including replacing trunking radio with new       
handsets and radio sets.
Replacement of broken windows with plastic composite design windows.
Ensured that core systems comply with safety and reliability to support life cycle management
through IMMS, GIS and FMMS systems and Asset Condition Assessment model.
Upgraded lighting and illumination at staging yards.
Ongoing platform heights rectification, contribution to reduction in safety incidents.
Investigation countrywide for main and backup electrical power systems.
Improved perway operational efficiency through the sleeper replacement programme and
upgrades to the Simons Town line.
An Automatic Train Protection (ATP) system.
Replacement of the mechanical and free-wired interlockings that have been in use for 
more than 100 years and are very complex and inflexible and require local control (i.e. 
manned stations) as this technology has become obsolete and is being phased out.
Provide a Centralised Train Control center (CTC) in each region, to provide a safer operation
system.
There is still a relatively large number of mechanical and free-wired signal interlocking in
operation country-wide. The replacement of signalling is being planned and is scheduled
to start within the next few months.
In the medium term it is planned to re-signal Cape Town and Woodstock, Eersterivier – 
Muldersvlei, Eersterivier – Somerset West, Durban – Kwa Mashu, Capital Park West and
East, Mitchell Street, Barracks, Brakpan and Dube – Inhlazane – Naledi.
In the Pretoria region, the centralised train control has already been completed and all 
train control is done from the Pretoria North CTC centre. About R25m was spent.

SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
PERFORMANCE MANAGEMENT REPORT FOR THE YEAR ENDED 31 MARCH 2006
(continued)
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Summary – Reduction of poor reliability, safety and financial losses 3.  Roll out and extend new rail service networks where required, within      internal and
external constraints.

One of the major challenges facing the SARCC is to expand the existing rail network to service
more communities and, include more provinces in the rail network.  In this regard, SARCC has
set itself the target of one expansion project per annum in each of the nine provinces.

SARCC set itself two targets for the year under review, namely to establish the MOU’s with
all the nine provinces and to commence with one expansion project per province per year.
The following is a summary of the attainment of these goals:

Khayelitsha Extension

The physical construction work has already started and is expected to run over a period of 18
to 24 months.  The line extension is planned to be completed and fully commissioned during
the last quarter of 2007.  The total cost of the project is now estimated at R200 million (VAT
excluded) excluding the provision of the required three newly refurbished train sets.  This
project is an integral part of the public transport development in the Western Cape region and
is viewed as a transport corridor project with a partnership between the DOT, SARCC and the
City of Cape Town.

4.  Enforce compliance to the required level of service provided by the operator

As custodian of commuter rail in South Africa, SARCC is ultimately responsible for ensuring
that an acceptable level of service is rendered to the commuter. To this end, SARCC must
monitor and ensure conformity, from the operator, Metrorail.  Two measurement tools have
been utilised to monitor the required service level.

Increase reliability of rail
service.

Percentage reduction in
safety and security
incidents (measured in
National Crime Index)

Percentage increase in
fare revenue collected.

Assets that are fit for
purpose at all times.

Review insurance
portfolio with view to
optimise and improve
efficiency.

Measurement tool Target Attained

3% Increase in ridership.

Crime reduction.

1.13% per annum.

Continuous improvement
of condition of assets
based on priority
assessments.

100%

4.07%

70.3%

Fare evasion less than
4%.

Target achieved.

Savings of R20 million in
just one financial year.

SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
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4.1 Conformity to agreed service level as per contract

The predictable service was implemented through Metrorail, with the new train schedule
initiated in November 2004. To evaluate service compliance, SARCC monitored customer
perception in relation to the commuter rail service as well as performance based on the agreed
service levels.  Feedback on all findings was given to the operator.

Essential Works projects were carried out to enhance passenger information, including:

Display boards.
Public address system.
Upgrades to ticket offices and access control.

In addition to the above, the following projects have been commissioned to enhance passenger-
travelling experience:

Bellville re-signalling project, which will provide a reduced mean time between trains.
Remodelling of Lentegeur and Mandalay Stations for the Special Needs Passengers.
Platform Heights Rectification programme for ease of access.
Umlazi reunion re-signalling.
Perway turnout replacements.
Bridge rehabilitation.
Control panel / track breaker replacement in substations.
General Overhaul of 458 coaches.
The implementation of the Rolling Stock Recovery Programme:
(a) Component repairs.
(b) Certification of coaches to ensure adherence to safety standards.
(c) Intermediate Bogie overhaul repairs.

4.2  Conformity to agreed service levels as per revised Memorandum of Understanding
(MOU) agreement

An MOU has been signed, with safety annexure and operating rules still to be reviewed.
SARCC monitors compliance by conducting inspections/audits at random. All discipline service
levels have been monitored and reported in scheduled contractual meetings.

5. Rationalisation of services and optimisation of government funding

The primary source of SARCC income needed to cover the cost of operating and maintaining
the rail service is in the form of a government subsidy from the Department of Transport, (DoT).
It is therefore absolutely crucial that funding is well-managed and put to optimal use. Currently,
SARCC gets a minimum of R 1.6 billion from government, but it is also necessary to find
alternative sources of funding, as the current allocation is inadequate.

In this regard, SARCC makes use of five areas of measurement:

5.1 Establish secure long term sustainable funding.

Various funding options for the capital required to provide an adequate service were explored.
A funding proposal has been completed with various options considered.

Conformity to agreed
level as per agreed
contract

Measurement tool Target Attained

100% Achieved. General Overhaul
of 458 coaches.

SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
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5.2 Monitor effectiveness of subsidy allocation to the regions, subject to the review of the MOU

Through regular interactions, SARCC ensured that Metrorail provides value for money and
monitored monthly expenditure per discipline per region. In addition, the minor works 
program/essential work program and movable asset fund is approved and monitored by SARCC.

An analysis of income and expenditure is done on a monthly basis and reported to the Board
of Control.

5.3  Improve customer service levels for reliability and transit time

Predictable service levels are agreed upon, implemented and communicated to stakeholders.
SARCC also contributed to the establishment of a regulatory regime with the establishment
of the Rail Safety Regulator and monthly progress reports on all critical investment capital
projects were submitted.

5.4  Provide network and service rationalisation strategy/model

SARCC undertook to develop an acceptable strategy report by August 2005.  This target was
not achieved due to the backlog in rolling stock maintenance, general overhauls, security
incidents, service level reduction, burning of trains and vandalism.

5.5 Implement service rationalisation recommendation

Regions were briefed on the policy for closure of lines and services.  SARCC further participates
continuously in rail liaison as a member of eThekwini rail plan project (Pinetown upgrade and
north-south corridor development).

Summary :

SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
PERFORMANCE MANAGEMENT REPORT FOR THE YEAR ENDED 31 MARCH 2006
(continued)

Establish secure long
term sustainable funding.

Monitor effectiveness of
subsidy allocation to the
regions, subject to the
review of the MOU.

Improve customer service
levels for reliability and
transit time.

Provide network and
service rationalisation
strategy/model.

Implement service
rationalisation
recommendations.

Measurement tool Target Attained

A minimum of R1.6 billion
from government per annum.
Provide two proposals by
December 2005.

Zero negative variance at
each region – applicable
immediately by March 2005

95%

Acceptable strategy report by
August 2005.

By February 2006

Target achieved

Target achieved

100%

Target not achieved

Target achieved
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6.  Actively contribute to commuter rail industry restructuring supported by information
intelligence, skills development and communication.

In support of this objective, SARCC has developed three strategic documents, namely:

A skills development framework;
A rail restructuring framework; and
A framework for rail opportunities within NEPAD.

7. Develop Commuter Rail Strategic Plan

The first phase of the plan was completed in June 2005 and has been approved by cabinet.
A peripheral benefit of this plan is that it has for the first time enabled the different planning
spheres of government to make good of their ITP and PTP intentions of making rail the
backbone. This was by making realistic choices of where rail is best suited and how to galvanise
focussed investment before devolution.

Phase 2 of the Rail Plan includes: support for SARCC’s existing liaison with local authorities
to ensure that local transportation planning priorities are considered in the selection of the
priority corridors. The strategy will be rolled out from the initial priority corridors to other parts
of the network. It is already evident from analysis undertaken in Phase 1 that successful
implementation of the Priority Corridors strategy would involve much improved service levels
being delivered on at least three lines likely to be used for 2010 World Cup stadium access.

The Priority Rail Corridors strategy will enable rail to realise more of its true potential of
supporting densification policies, including links to higher density settlements.

(See Annexure)

The strategy will be implemented via the regional institutional structures that are at the heart
of Government’s aim to provide fully integrated public transport system.  The implementation
of this strategy will involve:

Doubling the governments’ support for passenger rail per year just to stabilise operations.
The majority of the increase would be to pay for a greatly accelerated rolling stock renovation
program.
The operational subsidy element, would include a significantly greater allowance for regular
maintenance of rolling stock and infrastructure.

Formulate framework for
rail skills development
with institutions of higher
learning and the SETAs.

Develop a rail-
restructuring framework
/model and actively
engage relevant
stakeholders.

Develop a framework for
NEPAD in identifying rail
opportunities.

Measurement tool Target Attained

Framework by September
2005

Draft framework by June
2005 and final by
December 2005

Framework by September
2005

In progress

First phase of the transfer of
Metrorail to SARCC finalised

In progress

SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
PERFORMANCE MANAGEMENT REPORT FOR THE YEAR ENDED 31 MARCH 2006
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8. Support socio-economic development in line with government policy guidelines

8.1 Black Economic Empowerment

SARCC ensures that it supports  the national socio-economic development objectives, such
as Black Economic Empowerment, social upliftment, poverty alleviation and skills development
in its business operations.  To this end, SARCC set the target of developing business systems
to ensure attainment of these socio-economic objectives by November 2005.

In the past financial year, the Corporation managed to award tenders to companies that are
at least 25% black owned, in line with national imperatives. Spend on Black owned companies
has been verified and at least 53% was allocated to previously disadvantaged individuals as
compared to less than 30% in previous years.

Our procurement's price negotiation strategy has been successful in that major savings were
realised through negotiations, and better results are expected next year.

8.2 Corporate Communications and Stakeholder Relations Management 

One of the biggest challenges facing SARCC is the negative perception, from the general
public, commuters, media and other operators. SARCC has embarked on an extensive
marketing strategy to inform, educate and communicate with all relevant stakeholders
(including commuters) in an attempt to address these perceptions and, at the same time,
stimulate interactive relationships. During the year under review communication focus areas
were centred around:

8.2.1 Events and exhibition management

Special exhibition at Budget Vote Speech in Parliament.
Exhibition at the AU African Aviation Minister’s Conference in Sun City.
International Gateway Exhibition in Limpopo.
Africa Rail 2005 Exhibition – June 2005.
October Transport Month - SARCC participated in the Transport Month Campaign

SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
PERFORMANCE MANAGEMENT REPORT FOR THE YEAR ENDED 31 MARCH 2006
(continued)

Develop framework

Complete Rail Plan

Develop Rail Model that
would impact on the
needs of stakeholders
and Transport Authorities
(TA).

Socio-economic value
projects implementation.

Measurement tool Target Attained

September 2005

June 2007

November 2005.

Four quantifiable projects
by February 2006.

First phase completed.

Draft rail plan complete.

• Mandalay and Lentegeur
Stations for special needs
passengers

• Platform height 
rectification programme
for ease of access

September 2005
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Railway Safety Campaign at Mabopane station on 6 October 2005.
International Railway Safety Conference - held in Cape Town, on 10 – 14  October 2005.
Rail Cleaning Campaign – at Denneboom station and Germiston station on
19 October 2005.
Tembisa Memorial Garden – opened on 24 October 2005, Tembisa station.
Launch of the 10M5 in Durban - on 28 October 2005.
Launch of Stretford station - opened to the Orange Farm community on 29 October 2005.

8.2.2 Corporate Social Investment (CSI) Programme

Projects such as Tilly’s Tavern which creates awareness on  HIV and Aids.
World Aids Day - launched the first ever free Voluntary Counseling and Testing 
Clinic (VCT), with 48 people HIV testing at Pretoria station.
SARCC adopted two orphanage homes - Living in Hope and Ethembeni Home.

8.2.3 Publications

Several corporate adverts were booked and placed in a number of publications.
Corporate profile - Impumelelo South Africa’s Top Empowerment Companies 2005/06.
Annual Report - 30 August 2005
Ongoing - Corporate print campaign
SARCC’s biweekly internal magazine, Walala Wasala.

8.2.4 Stakeholder Relations

The Corporation recognises that effective communication is integral in building stakeholder
value and is committed to providing meaningful, transparent timely and accurate financial
information to primary stakeholders. The purpose is to enable these stakeholders make
informed and meaningful decisions. Our stakeholders include employees, commuters,
shareholder, regulatory bodies, suppliers, the media, communities and other operators.

BEE workshop in KwaZulu-Natal - 19 July 2005, SARCC used workshop to introduce
its Tender Policies, Guidelines and Opportunities.
Extended Management Forum established February 2006.

Employee Communication Forum
Fraud Prevention Plan – trained employees on 17 March 2006 who also signed acceptance
Code of Conduct and Business Ethics.
The October’s Transport Month programme afforded SARCC with an opportunity  to 
meet most of our stakeholders including the Minister and the Department.

8.2.5 Promotional Materials

Corporate Profile Brochure
10M series Brochure
Safety Awareness Campaign Pamphlet
2005 diaries, calendars and desk pads
Africa Rail Exhibition Stand Displays
HIV/Aids banners for the VCT programme
Fully functional Model railway  layout and train set.

SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
PERFORMANCE MANAGEMENT REPORT FOR THE YEAR ENDED 31 MARCH 2006
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Report of the Auditor-General

REPORT OF THE AUDITOR-GENERAL TO PARLIAMENT ON THE FINANCIAL STATEMENTS
OF THE SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED (SARCC) GROUP
FOR THE YEAR ENDED 31 MARCH 2006

1. AUDIT ASSIGNMENT

The group financial statements set out on pages 36 to 80 for the year ended 31 March 2006
have been audited in terms of section 188 of the Constitution of the Republic of South Africa,
1996 (Act No. 108 of 1996), read with section 4 and 20 of  the Public Audit Act, 2004 (Act No.
25 of 2004) and section 28(3) of the Legal Succession to the South African Transport Services
Act, 1989 (Act No. 9 of 1989). These financial statements are the responsibility of the accounting
authority. My responsibility is to express an opinion on these group financial statements, based
on the audit.

2. SCOPE

The audit was conducted in accordance with the International Standards on Auditing read with
General Notice 544 of 2006, issued in Government Gazette no. 28723 of 10 April 2006 and
General Notice 808 of 2006, issued in Government Gazette no. 28954 of 23 June 2006. Those
standards require that I plan and perform the audit to obtain reasonable assurance that the
financial statements are free of material misstatement.

An audit includes:

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

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

3. AUDIT OPINION

In my opinion, the annual financial statements present fairly, in all material respects, the financial
position of the South African Rail Commuter Corporation Limited Group at 31 March 2006 and
the results of its operations and its cash flows for the2 year then ended, in accordance with
South African Statements of Generally Accepted Accounting Practice and in the manner
required by the Public Finance Management Act, 1999 (Act No. 1 of 1999).

4. EMPHASIS OF MATTER

Without qualifying the audit opinion expressed above, attention is drawn to the following  matter:

Late completion of audit

Section 40 of the PFMA prescribes the accounting officers’ reporting responsibilities whilst
section 40(2) requires that the Auditor-General must audit the financial statements and submit
an audit report on those financial statements to the accounting officer within two  months of
receipt of the financial statements.

The audit was only completed on 24 August 2006. During the year under review, the SARCC
and Transnet concluded the Heads of Agreement to transfer Metrorail into SARCC. The intention
was to transfer the operational control of Metrorail to SARCC with effect from 26 December
2005. However, due to various issues, amongst others, the industrial action  that took place
at Transnet, SARCC did not take effective control nor assume operational control for the period,
and as a result, Metrorail remained accountable to Transnet.

During May 2006, the parties concluded the sale of business agreement, transferring Metrorail
to SARCC. A decision was taken that SARCC would retrospectively be responsible for Metrorail
as from 26 December 2005. Due to the transfer of Metrorail into SARCC, and the resultant
accounting entries that had to be effected into the consolidated financial statements of SARCC,
the SARCC audit was delayed.

5. APPRECIATION

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

Ms M A Masemola for Auditor-General
Johannesburg
24 August 2006
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The Director’s have pleasure in submitting for your information and presenting, the South
African Rail Commuter Corporation Annual Report, for the period 1 April 2005 to 31 March
2006.

Director’s Responsibilities

Annual Financial Statements

The directors are responsible for the preparation of annual financial statements in such a
manner that the state of affairs and results of the operations are fairly presented. The annual
financial statements have been prepared in accordance with South African Statements of
Generally Accepted Accounting Practice. These statements are based on appropriate accounting
policies, which have been consistently applied. The Corporation did not have any
fruitless or wasteful expenditure during the financial year under review.

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.

Going Concern

The directors have a reasonable expectation that the Group, with the ongoing support of the
government through the Department of Transport, has adequate resources to continue its
operations in the foreseeable future. The annual financial statements have therefore been
prepared on the going concern basis.

Black Economic Empowerment

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

to play a meaningful role in stimulating economic growth in South Africa. In line with the Broad-

Based Black economic empowerment act, as well as our procurement policy, we have set

specific targets for procurement from black enterprises. Various committees have been instituted

with representation from all divisions, including senior management, to ensure that the process

remains transparent and fair at all times. We are fully committed using the resources at our

disposal to further BEE advancement.

Code of Ethics

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

respect, whilst making rail a success. This Code seeks to promote good working relations,

conflicts of interest, and most importantly regulate behaviour of employees whilst performing

their duties for SARCC as well as ensuring that the group’s integrity and credibility is protected.

Environment

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

and complies with all regulations in this regard.

SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
DIRECTORS’ REPORT FOR THE YEAR ENDED 31 MARCH 2006
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1. Financial Position and Results

1.1 Capital Funds

A total capital investment to the value of R1.06 billion (2005/2006: R846,9 million) was
made during the year under review. These funds were expended mainly towards the 
upgrading and maintenance of the rolling stock, infrastructure upgrades and station 
developments.

1.2. Operational Funds

The Corporation received an operational subsidy of R1 619, 4 million for the 2005/2006
financial year (2004/2005: R1 715,9 million).

1.3. Operational Results

Total Group income amounted to R713,0 million compared to R368, 9 million in 
2004/2005. Fare revenue for ticket sales as of 26 December 2005, have been included
in the results.

Group operating expenditure increased by 24,5%.

1.4. State Compensation

During the year, an amount of R1 619, 4 million (2004/2005: R1 715,9 million) was 
received from Government towards the financing of operations. This reflects a decrease
of 5,6% (2004/2005: increase of 2,2%) on the previous year. This is as a result of the 
changes to the VAT Act, which required SARCC to pay VAT on subsidy received from
government. Capital expenditure subsidy received amounted to R980,2 million (2004/2005:
R782,6 million).

1.5. Subsidiary

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

2. Human Resources (HR)

SARCC has a fully committed and competent workforce that is capable of delivering on its

business objectives.  Our commitment to the continuing development of our employees is

recognised by our investment in training and development. There has been a significant amount

of skills development during the year, ensuring that the organisation has skilled and experienced

workforce necessary to deliver the objectives of the consolidated SARCC for 2006/2007.

We believe that skills development and learning provides opportunities, and should be fully

integrated into the strategy of the business. SARCC is committed to improving growth and

development opportunities for its employees by making available, formal and informal opportunities

within and outside the organisation.  As such, an investment of R1.9 million was made towards

training and development.  The path we have set for ourselves to address ongoing transformation,

is part of the broader mission for our commuter business.

2
2

3 836
 20 782

Intersite Property
Management
Services (Pty) Ltd

Ordinary shares
2005/2006
2004/2005

Name Percentage
Shareholding

100
100

28 790
16 476

Issued
Capital

R

Amounts owing
by subsidiary
to companies

R’000

Attributable
share of
net profit

R’000
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 SARCC Employee Profile

2.1. Training and Development

The Corporation continued relentlessly in its endeavour to strengthen its human capital

capacity. Concerted efforts have been put into the delivery of key outputs stemming 

from frameworks developed around better service delivery. At the end of this review 

period, the total staff complement was 129, and staff turnover was only 3.1%. It is 

important to note that SARCC workforce has progressively increased in the past 

5 years. This growth is influenced by our changing and emergent strategic objectives 

coupled with a vibrant vision that seeks to meet the national socio-economic development

needs.

2.2. Employment Equity

SARCC is committed to creating and maintaining an environment that provides equal 

opportunities to all its employees, with special consideration for historically disadvantaged

groups. The employment equity plan has played an important role in the recruitment and

selection process, particularly the  advancement of previously disadvantaged individuals.

 There is still a need to increase representation of women in the professional job family.

Of the 129 employees at SARCC, 40% is female. The employee profile per population

is 57% African, 24% White, 13% Coloured, 5% Asian and 1% disabled. The employment

equity plan is continuously reviewed to ensure that it provides best practice in the 

application of the interventions generally.

2005 2006

SARCC: EMPLOYEE PROFILE PER POPULATION
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SARCC: EMPLOYEE PROFILE PER SENIORITY LEVEL
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2.3. HIV and AIDS programme

The SARCC places particular emphasis on HIV/AIDS interventions, hence the development

of a  comprehensive HIV/AIDS intervention strategy, to address the pandemic in a holistic

and focused manner. The approach involves education, prevention and awareness 

campaigns. There is a well established committee that looks at a number of initiatives 

and projects. The committee believes that its contributions need not necessarily be

monetary, but that skills, time and care are valuable. To date the committee has 

implemented various projects with our adopted orphanages, Ethembeni Childrens’ home

and Living In Hope. On World Aids Day, the SARCC launched  a  VTC Clinic  (voluntary

testing clinic) at Pretoria Station, which was a huge success. 48 people volunteered

for testing, and of these 28 were males. Pre-testing and counselling was provided by

SARCC’s counsellors, and the response was highly receptive. We are committed as

an organisation to tackling key issues in the fight against HIV/AIDS.

SARCC  :  AS AT MARCH 2006

EXECUTIVE
MANAGEMENT

SENIOR
MANAGEMENT

MIDDLE
MANAGEMENT

SKILLED STAFF
( ADMIN,
TECHNICAL,
SUPERVISORS,
ETC )

SEMI-
SKILLED

AND
UNSKILLED

STAFF
TOTAL

% OF
TOTAL

Mar-06 Mar-06 Mar-06 Mar-06 Mar-06 Mar-06
Overall

M F M F M F M F M F M F Mar-06
Mar-06

WHITE 1 0 6 1 11 5 2 5 0 0 20 11 31
24.0%

BLACK 2 1 8 2 17 7 17 18 2 0 46 28 74
57.4%

ASIAN 0 0 0 0 2 1 2 1 0 0 4 2 6
4.7%

COLOURED 0 0 0 0 2 0 5 10 0 0 7 10 17
13.2%

DISABLED 0 0 0 0 1 0 0 0 0 0 1 0 1
0.8%

TOTAL 3 1 14 3 33 13 26 34 2 0 78 51 129

M = Male

F = Female

SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
DIRECTORS’ REPORT FOR THE YEAR ENDED 31 MARCH 2006 (continued)

29



C M Y CM MY CY CMY K

a n n u a l  r e p o r t  |  2 0 0 6

3. Corporate Governance

The Board of Control embraces the Code of Corporate Practice and Conduct as set out in the
King Report and ensures that the Corporation complies with the Code. The need to operate
the Group’s activities in an open and accountable manner with the highest level of integrity is
recognised.

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

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

establish clear performance targets. The Board is governed by a Code of Conduct.

The Minister of Transport, Mr. Jeff Radebe, appointed three additional Board members in
September 2005, bringing the total number of Board of Control to eight non-executive members.
The names of the directors are set out under note 4. The Board,  meets on a regular basis,
and recognises its responsibility in terms of the Public Finance Management Act, Corporate
Governance, and regularly reports material matters to the Minister of Transport.

3.1 Risk Management

The Corporation has always sought a comprehensive view to risk management in order 
to address risk inherent to strategy, operations, finance, compliance and safeguarding the 
resulting organisational impact.

Over the last financial year (2005/2006), further improvements were made to our risk 
management processes at organisational, divisional and departmental level.  Progress 
was made in extending the same to our subsidiary organisation.

This holistic approach provides the assurance that, to the best of our capabilities, the 
organisation is identifying, assessing and mitigating risks that could materially impact on 
its performance in achieving the stated objectives.

i. Our Risk Management Approach

Our approach is composed of three key components:  Risk governance, Risk identification
and Risk assessment and control.

We further developed a Fraud Prevention Plan and a Risk and Fraud Committee.

The Fraud preventioin plan seeks to:

Encourage a culture within the SARCC and Intersite where all employees and other
stakeholders continuously behave ethically in their dealings with, or on behalf 
of SARCC.
Encourage all employees and other stakeholders to strive toward the prevention and
detection of fraud impact, or having the potential to impact on the SARCC.

ii. Ongoing Maintenance and Review

The Risk and Fraud Management committee is responsible for the ongoing maintenance
and review of the Plan. This includes:

1. Evaluating reports of fraud and corruption received and highlighting areas of fraud 
and corruption risk within SARCC.

2.   Considering fraud and corruption threats to SARCC and making recommendations 
to appropriate committee or management, and implement recommendations.

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

4. Collate risks from exposure, management, internal and external auditors with plans 
to minimise these.

5. Reviewing and making appropriate amendment to the Code and Fraud Policy.
6. Ensuring a confidential reporting process.

7. Ensuring that ongoing communication and implementation strategies are developed

and implemented.

SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
DIRECTORS’ REPORT FOR THE YEAR ENDED 31 MARCH 2006 (continued)

30



C M Y CM MY CY CMY K

a n n u a l  r e p o r t  |  2 0 0 6

8. Gaining understanding of current risk areas and how management is managing these.

9. Ensuring management maintains a sound system of risk management and internal 

controls.

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

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

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

on a regular basis. This will include the conducting of presentations to managers and staff

to ensure that they have a more detailed understanding of the fraud and corruption risks 

associated with these areas, thus also enhancing the prospect of detecting irregularities 

earlier. These include:

Procurement/supply chain management, including urgent/emergency matters, sole 

suppliers and vetting of suppliers and other trading partners.

Conflicts of interest and private work declarations.

Insurance.

Compliance to delegations of authority.

Budget control.

Creditor payments, including control over cheques.

Payroll, including bonus payments and leave control.

Project management, both in Rolling Stock and Portfolio Management.

Property valuations.

4. Board of Control

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

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

board members, including the Chairman.

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

4.1. Directors emoluments

Please refer to the Financial Statements.

SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
DIRECTORS’ REPORT FOR THE YEAR ENDED 31 MARCH 2006 (continued)

31 July 2005

31 July 2005

31 May 2005

Title Position

Mr.

Ms.

Mr.

Mr.

Ms.

Mr.

Mr.

Ms.

Mr.

Ms.

Mr.

Mr.

Mr.

JM Ngobeni

L Mothiba

B Boshielo

P Moiloa

N Mandindi

VO Twala

SN Buthelezi

NT Tshombe

L Montana

N Xaba

J Makokoane

L Magagula

EL Lekota

Chairman

Non-executive

Non-executive

Non-executive

Non-executive

Non-executive

Non-executive

Non-executive

Department of

Transport

Acting CEO

(ex officio)

Department of

Transport

Treasury

CEO (ex officio)

1 September 2005

1 September 2005

Name Appointed Resigned
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5. Internal Audit

SARCC has its own internal audit function, which is staffed by four employees, with the

head of the department being a Chartered Accountant. They perform internal audit

functions based on the audit plan as well as on the level of risk  associated with the 

various activities of the Corporation, as agreed with the Audit Committee.

6. Internal Controls

The Internal Control related policies were revised/developed and approved  during  the

year under review. Internal controls and systems are now designed to provide adequate

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

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

7. Board Committees

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

detailed consideration of major issues, provide advice on sensitive matters to the Board

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

Charter.

7.1. Audit and Risk Committee

The Audit and Risk Committee supports the board in discharging its Corporate Governance 

responsibilities in relation to:

Accounting policies

Finance reporting

Internal controls

Business ethics and Fraud prevention policies

Risk Management

Ensuring integrity of internal audit function

This Committee further monitors and approves the application of our financial resources,

determines the level of the budget required to deliver the Business Plan objectives.

The Audit Committee comprises three members of whom two, including the Chairman,

are non-executive members, and one member is from the National Treasury.

The Chief Executive Officer, Chief Financial Officer, Head of internal audit and external

auditors attend meetings by invitation.

SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
DIRECTORS’ REPORT FOR THE YEAR ENDED 31 MARCH 2006 (continued)

Title Position

Mr.

Mr.

Mr

Ms.

Mr.

VO Twala

P Moiloa

NS Buthelezi

N Xaba

L Magagula

Chairperson

Member

Member

Acting CEO (ex

officio)

Member

1 September 2005

Name Appointed Resigned

31 July 2005
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7.2 Human Resources and Remuneration Committee

The Human Resources and Remuneration Committee supports the Board in discharging its

responsibilities relating to:

Direct authority for, or consideration and recommendation to the Corporation of, 

matters relating to inter alia general staff policies, remuneration (executive and 

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

Staff well being and sound corporate culture.

The promotion of an efficient and effective workforce.

7.3. Finance Capital and Procurement Committee (FCP)

The Finance,Capital and Procurement Committee supports the Board in discharging its 

responsibilites relating to:

Monitoring the implementation of procument policies and processes.

Successful negotiation of price reduction in prices charged,

Fostering Black Economic Empowerment (BEE) and Small Medium and Micro 

Enterprises (SMME).

Adjudication of all capital investments projects, and tenders over R10 million.

Ensure adherence to the principles contained in the framework for supply chain 

management issued by National Treasury.

7.4 Safety, Health and Environmental Committee (SHE)

The SHE Board 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.

Title Position

Mr.

Mr.

Mr.

Ms.

Ms.

P Moiloa

VO Twala

L Montana

N Mandindi

N Xaba

Chairperson

Member

Member

Member

Acting CEO

(ex officio)

Name Appointed Resigned

11 May 2006

Title Position

Mr.

Mr.

Ms.

L Mothiba

B Boshielo

N Xaba

Chairperson

Member

Acting CEO

(ex officio)

Name Appointed Resigned

Title Position

Mr.

Ms.

Mr.

Ms.

Ms.

B Boshielo

NT Tshombe

J Makokoane

N Xaba

N Mandindi

Chairperson

Member

Member

Acting CEO

(ex officio)

Member

Name Appointed Resigned

31 July 2005

11 May 2006

1 September 2005
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Title Position

Mr.

Mr.

Ms.

Mr.

JM Ngobeni

SN Buthelezi

NT Tshombe

L Montana

Chairperson

Member

Member

Department of

Transport

Name Appointed Resigned

1 September 2005

1 September 2005

1 September 2005

The SHE Committee has the responsibility to ensure that the commuter rail environment

is safe, healthy and clean to both employees and the users of the system.

7.5 Governance Committee

The objective of the Governance Committee is to ensure that SARCC is governed 

in a way that is efficient, responsible, transparent, and accountable to the shareholder

and the taxpayer.

The Public Finance Management Act, 1999 (Act No. 1 of 1999), as amended, (PFMA)

further imposes fiduciary duties to the Board, including a duty of care and skill in 

managing the financial affairs of the Corporation.

The Board is also obliged to maintain effective and transparent systems of internal 

controls, including internal audit.

8. Corporate Details

8.1. Corporate Secretary

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

8.2.  Registered Address

Block B
Lincoln Wood Office Park
Woodlands Drive
Woodmead East

8.3 Postal Address

Private Bag X2
Sunninghill
2157

8.4 Bankers

Amalgamated Banks of South Africa – ABSA
Investec Bank
Rand Merchant Bank

Website: http://www.sarcc.co.za

SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
DIRECTOR’S REPORT FOR THE YEAR ENDED 31 MARCH 2006 (continue)
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SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
BALANCE SHEET AS AT 31 MARCH 2006

   Company    Group

2005
R'000

2006 Notes               2006 2005
R'000 R'000 R'000

6,171,964
6,155,253

16,711

1,148,020
55,458
19,982

-
429,675
642,905

7,319,984

ASSETS
6,615,332 6,156,992

     Property, plant and equipment 2
29,025      Investment in subsidiary 3 -

1,193,418
338,277      Trade and other receivables 4 58,773

17,245      Other financial assets 5 17,245 19,982
42,263      Inventories 6 -
49,682      Promissory notes 7 49,682 429,675

     Cash and cash equivalents 8 684,988

8,081,758    Total assets 7,350,410

6,586,307

1,018,959

Current assets1,466,426

6,156,992
-

Non-current assets

EQUITY AND LIABILITIES
2,970,379    Capital and reserves 2,992,115 3,660,514

     Share capital 9
(1,277,879)      Accumulated loss (1,256,143) (587,744)

3,902,412    Non-current liabilities 3,902,806 3,045,535
103,199      Other financial liabilities 10 112,267

75,858      Discounted lease agreements 11 81,166
89,749      Provision for insurance claims 12 89,543

- -      Deferred tax liability 30.3 -
- 70,850      Employee benefits 13 -

     Capital subsidy and grants 14

1,208,967 644,361
     Accounts payable 15

- 17,872      South African Revenue Services 16 3,812
57,978      Provisions 17 7,988

5,828      Short-term portion of discounted lease agreements 11 4,472
51,453     Short-term portion of provision for insurance claims 12 45,557

148,448     Short-term portion of capital subsidy and grants 14 115,107

3,642,614
4,248,258
(605,644)

3,045,535
112,267
81,166
89,543

2,762,559

631,835
464,306

2,393
4,472

45,557
115,107

7,319,984 Total equity and liabilities 7,350,410

4,248,258

3,562,756

927,388

8,081,758

8,111,468

6,590,421

1,521,047
342,390

42,263

1,069,467

6,590,421

4,248,258

103,199
75,858
89,749

394
70,850

3,562,756

933,130
17,872
59,816
5,828

51,453
148,448

8,111,468

1,216,547Current liabilities

2,762,559

4,248,258

467,425
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SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
INCOME STATEMENT FOR THE YEAR ENDED 31 MARCH 2006

2005 2006 Notes 2006 2005
R'000 R'000 R'000 R'000

   Company    Group

Revenue 2,332,507
183,498      Operating leases rental income 18 235,464

60,000      Infrastructure assets rental 19 60,000 60,000
267,868      Fare revenue 267,868 -

1,619,466      State compensation 20 1,619,466
     Capital subsidy and grants amortised 14 149,709

3,029,951    Operating expenses 3,038,253 2,439,470
445,540      Depreciation 2 446,327

90,613      Loss on disposal of assets 21 90,676 72,098
76,235      Loss on impairment of assets 22 76,235 -

108,699      Insurance claims 108,699 116,932
65,070      Insurance premiums 65,070 57,519

     Subsidy paid to Metrorail 23 1,088,156
     Maintenance and other expenses 24 519,374

37,500      Infrastructure assets rental 19 37,500 37,500
     Property portfolio expenses 147,719

365,729      Labour broker fee 25 365,729 -
59,027      Personnel cost and directors’ emoluments 26 92,768 88,210

60,000
-

 1,715,910
107,154

2,426,143
402,611
72,098

-
116,932
57,291

1,372,822
133,039

37,500
182,177

-
51,673

2,066,562 2,326,821

1,088,156
508,227

185,155

149,709

229,778
2,084,837

201,773

1,715,910
107,154

403,703

1,372,822
146,640

144,046

(359,581) Loss from operations (705,746)

49,401 138,097      Sundry income 27 138,998 49,958

(310,180) Loss before investment income and finance cost (566,748)

(27,178)      Finance cost 28 (35,562)
82,899 65,726      Income from investments 29 72,168 87,716

(254,459) Loss before taxation (530,142)

-                          - Taxation 30 (824) 10,474

(254,459) Net loss after taxation (530,966)

(703,130)

(565,033)

(35,495)

(534,802)

(534,802)

(304,675)

(354,633)

(27,192)

(244,151)

(233,677)
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SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
COMPANY STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 MARCH 2006

(534,802)

Ordinary Accumulated Company
share loss Total

R'000 R'000 R'000

4,126,885

           (229,812)

3,897,073

           (254,459)

3,642,614

           (137,433)

2,970,379

Company:

capital

Balance as at 31 March 2004 (As previously reported)                                           4,248,258 (121,373)

Previous year correction 34.1 (229,812)

Balance as at 31 March 2004 (Restated)                                                                   4,248,258 (351,185)

Net loss for the year ending 31 March 2005 (Restated) 34.2 (254,459)

Balance as at 31 March 2005                                                                                     4,248,258 (605,644)

Metrorail net liability position acquired 35 (137,433)
Net loss for the year (534,802)

Balance as at  31 March 2006                                                                                    4,248,258 (1,277,879)

-

-

-

-
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SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
GROUP STATEMENT OF CHANGES IN EQUITY F0R THE YEAR ENDED 31 MARCH 2006

Group:
Ordinary Accumulated Group

share loss Total
capital

R'000 R'000 R'000

Balance as at 31 March 2004 (As previously reported) 4,248,258 (124,255) 4,124,003

Previous year correction 34.1 (229,812) (229,812)

Balance as at 31 March 2004 (Restated) 4,248,258 (354,067) 3,894,191

Net loss for the year ending 31 March 2005 (Restated) 34.2 (233,677) (233,677)

Balance as at 31 March 2005 4,248,258 (587,744) 3,660,514

Metrorail net liability position acquired 35 (137,433) (137,433)
Net loss for the year (530,966) (530,966)

Balance as at  31 March 2006 4,248,258 (1,256,143) 2,992,115

-

-

-
-

39



C M Y CM MY CY CMY K

a n n u a l  r e p o r t  |  2 0 0 6
40

2005 2006 Notes 2006 2005
R'000 R'000 R'000 R'000

Cash flow from operating activities
46,138 (103,680)      Operating cash flows before working capital changes
94,988 59,746      Changes in working capital 54,002

141,126 (43,934)    Cash generated from/(utilised in) operations                                  32.3
(27,178)      Finance cost

-         -      Deferred taxation 394 -
-                          -      Taxation paid

113,948 (79,429) Net cash from/(used in) operating activities

Cash flow from investing activities
82,899 65,726      Investment income - interest received 72,168

18 4,465      Proceeds on sale of assets 4,465
(846,234) (1,055,649)      Acquisition of property, plant and equipment (846,902)

(763,317) Net cash used in investing activities

   Company    Group

Cash flow from financing activities
(2,223) (3,952)      Proceeds/(repayment) of discounted lease agreements

(104,545)

(50,543)
(35,562)

(824)
(86,535)

(1,058,874)

(888,274)

(3,952) (2,223)
(2,278) -     Repayment of deferred income (2,278)

782,640      Proceeds on capital subsidy and grants received 983,247
156,017      Promissory notes 379,993

2,246 (12,314)      Proceeds of loan to subsidiary

-

- -
936,402 1,359,288

287,033 Net increase in cash and cash equivalents 384,479
355,872 Cash and cash equivalents at the beginning of the year 684,988

642,905 Cash and cash equivalents at the end of the year 8 1,069,467

(35,495)

(891,491)

983,247
379,993

1,346,974

376,054
642,905

1,018,959

(27,192)

75,784

10,474
111,801

87,716
18

398,199
286,789

934,156

156,017
782,640

684,988

128,519

52,735

(759,168)
- 93,967 Acquisition of Metrorail 32.4 93,967 -

SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
CASH FLOW STATEMENT FOR THE YEAR ENDED 31 MARCH 2006

     30.3



C M Y CM MY CY CMY K

a n n u a l  r e p o r t  |  2 0 0 6

SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
NOTES TO THE GROUP ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 MARCH 2006

1 Accounting policies

1.1 Basis of preparation

The financial statements and group annual financial statements have been prepared in

accordance with South African Statements of Generally Accepted Accounting Practice, Public

Finance Management Act of 1999, and specific regulations issued by National Treasury. The

financial statements and group annual financial statements have been prepared on the historical

cost basis and on a going concern basis which assumes that SARCC is expected to be able

to pay its debts as and when they fall due and continue in operation without any intention to

liquidate or otherwise wind up its operations.

1.2 Comparative figures

Where necessary, comparative figures are restated to account for changes in accounting

policies and fundamental errors.

1.3 Group accounting

The consolidated financial statements include those of the holding company and its wholly

owned subsidiary.

Subsidiaries, which are those entities in which the company has an interest of more than one

half of the voting rights or otherwise has power to govern the financial and operating policies,

are consolidated. Subsidiaries are consolidated from the date on which control is transferred

to the holding company and are no longer consolidated from the date that control ceases. The

purchase method of accounting is used to account for the acquisition of subsidiaries.  All inter-

company transactions and balances between group enterprises are eliminated on consolidation.

 Where necessary, accounting policies have been changed to ensure consistency with the

policies adopted by the group.The investment in the subsidiary is carried at cost in the holding

company’s books.

Taxes payable by the subsidiary are accounted for in accordance with the statement on income

taxes.

1.4 Property, Plant and Equipment

 (i) Recognition

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

when SARCC has full control over it

it is probable that future economic benefits will flow to SARCC

the asset has a cost, or the value can be reliably measured.

An item of Property, Plant and Equipment (PPE) ceases to be recognised when it is disposed

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

its disposal, (including gains/losses).

Subsequent expenditure relating to an item of PPE is capitalised when it is probable that future

economic benefits from the use of the asset will increase.  All other subsequent expenditure

is recognised as an expense in the period in which it is incurred.

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

between disposal proceeds and carrying amount of the assets and are recognised as income

or expenses in the Income Statement.
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(ii) Valuation

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

the asset to its required working condition.

The amount capitalised, as part of the assets’ cost is the amount estimated  to be paid,

discounted to the date of initial recognition.

The useful life of an asset is reviewed yearly, 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.

(iii) Depreciation

All property, plant and equipment other than land is depreciated on the straight-line basis to

write off the cost of assets to their residual values over  the following estimated useful lives:

Buildings : 50 years

Permanent Way & Works : 20-50 years

Rolling Stock : 33 years for undercarriage, 12 years for 

components

Computer Equipment : 3 years

Other Moveable Assets : 3 - 10 years

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

Deprecition is recognised even when the fair value of the asset exceeds its carrying amount.

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

the asset is fully depreciated.

(iv) Work in Progress (WIP)

WIP represent assets under construction and are transferred to the  appropriate category of

assets on receipt of completion certificates. Depreciation commences on the date of transfer.

1.4.1 Intangible assets

Study and design costs arising from business development are recognised when the 

following conditions are met:

Technical and commercial feasibility established

There is sufficient resources to complete the project

The Corporation can demonstrate how the projects will generate future economic 

benefits.

The costs are amortised over the life of the project.

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

in which it is incurred.

1.5 Inventories

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

value is estimated with reference to maintenance stock by raising an appropriate p rov i s ion

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

SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
NOTES TO THE GROUP ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 MARCH 2006 (continued)
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1.6 Provisions

Provisions are made from unavoidable liabilities of uncertain amount or uncertain timing of
settlement. These provisions are recognised when a company has a present legal or constructive
obligation as a result of past events, for which it is probable that an outflow of resources
embodying economic benefits will be required to settle the obligation, and a reliable estimate
of the amount of the obligation can be made. Provision for insurance costs are recognised only
when the reimbursement is virtually certain.

The carrying amount of each provision is reviewed at reporting date and adjusted if  necessary
to reflect the best estimate of the consideration required to settle the present obligation as at
that date.  A provision is reversed to the extent that it is no longer probable that a future sacrifice
of economic benefits will be required to settle the obligation.

1.7 Revenue recognition

Revenue is recognised when it is probable that future economic benefits will flow to the
enterprise and these benefits can be reliably measured.

(i) Services

Revenue from the rendering of passenger services is recognised in the period the service is
rendered.

Revenue, is net of value-added-tax, and represents infrastructure assets rentals, revenue
derived from property development and letting of property, as well as capital subsidy.

(ii) Operating lease income

Revenue from property management activities is recognised as income on a straight-line basis
over the lease term, unless another systematic basis is more representative of the time pattern
in which use benefit from the leased asset is diminished.

(iii) Investment income

Interest income from investments is recognised on a time proportion basis, taking account  of
the principal outstanding amount and the effective rate over the period to maturity, when it is
probable that such income will accrue to the group.

1.8 Government grants and subsidy

Government grants are recognised at their fair value.

Grants relating to operational expenditure are recognised in the income statement as they are
received.

Where grants and subsidies relate to the purchase of property, plant and equipment, the fair
value is classified as non-current liabilities and current liabilities, and are released  to the
income statement on a straight-line basis over a period of 25 years. Grants and capital subsidies
are not repayable.

1.9 Taxation

(i) Income Tax

SARCC is exempt from the payment of transfer duty, stamp duty, levy or any tax that would
have been payable (excluding customs and excise, VAT and RSC levy), in terms of the Legal
Succession Act No. 9 of 1989 Sec. 31(4).

Intersite Property Management Services, a subsidiary of SARCC, is a taxable entity, therefore
subject to the Income Tax Act.  Income tax is recognised in the income  statement except to
the extent that is relates to items recognised directly in equity, in which case it is recognised
in equity.  Current tax is the expected tax payable on the  taxable income of the year, using
tax rates enacted or substantially enacted at balance sheet date, and any adjustment to tax
payable in respect of previous years.

SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
NOTES TO THE GROUP ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 MARCH 2006 (continued)
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(ii) Value-Added-Tax

In terms of the VAT Act, the grant received by SARCC from the Department of Transport is
subject to VAT with effect from 1 March 2005 to 25 December 2005 (the effective date of
Metrorail transfer). The grant is exempt from VAT with effect from 26 December 2005.

The rail passenger business as previously carried by Metrorail under Transnet, was exempt
from VAT.  Accordingly, the transfer of the business to SARCC falls outside the scope of VAT
and does therefore not attract any VAT.

(iii) Deferred tax

Deferred Tax is provided using the balance sheet liability method, providing for temporary
differences between the carrying amounts of assets and liabilities for financial reporting purposes
and the amounts used for taxation purposes. The amount of deferred tax provided is based
on the expected manner of realisation for settlement of the carrying amount of assets and
liabilities, using tax rates enacted or substantially enacted at balance sheet date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits
will be available against which the asset can be utilised.

1.10 Employee benefits

1.10.1 Short-term employee benefits

The cost of all short-term employee benefits is recognised during the period in which  the
employee renders the related service.  The accrual for employee entitlements to salaries,
performance bonuses and annual leave represent the amounts, which the group has, a present
obligation to pay as a result of the employee’s services provided. The accruals have been
calculated at undiscounted amounts based on current salary levels.

1.10.2 Retirement benefit costs

The group operates a defined contribution plan, the assets of which are held in separate
trustee-administered funds. Professional independent actuaries actuarially value these funds.
The contributions are charged to the income statement in the year to which they  relate.

The Corporation’s legal obligation is limited to the amount contributed to the fund. The actuarial
and investment risks are borne by employees. Metrorail also operates a defined benefit fund
as well as a defined contribution fund administered by Transnet Pension Fund Administrators.
The assets of the funds are held separate from those of the entity. The funds are actuarially
valued by independent professional consulting actuaries.

The benefit costs and obligations under the defined benefit fund are determined using the
attained age method.  The benefit costs are recognised in the income statement. Actuarial
gains or losses are recognised as income or expenses when the cumulative unrecognised
actuarial gains or losses at the beginning of the year exceed 10% of the greater of the defined
benefit obligation and the fair value of the plan assets at the beginning of the year. These gains
or losses are recognised over the expected average remaining working lives of the employees
participating in the fund.

Past service cost is recognised immediately to the extent that the benefits have already vested,
and are otherwise amortised on a straight-line basis over the average period until the amended
benefits become vested.

Contributions to the defined contribution fund are charged to the income statement during the
year to which they relate.

SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
NOTES TO THE GROUP ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 MARCH 2006 (continued)
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The amount recognised in the balance sheet represents the present value of the defined
benefit obligation as adjusted for unrecognised actuarial gains and losses and unrecognised
past service cost, and reduced by the fair value of the plan assets.  Any resulting asset is
limited to the unrecognised actuarial losses and past service cost, plus the present value of
available refunds and reductions in future contributions to plan.

1.10.3 Post-retirement medical benefit

Post-retirement medical benefits are provided through Transnet Group to qualifying employees
and pensioners. The benefit costs are determined through annual actuarial valuations by
independent consulting actuaries using the projected unit credit method. Actuarial gains or
losses are recognised in the income statement when the cumulative unrecognised actuarial
gains or losses at the beginning of the year exceed 10% of the present value of  the obligation.
Such gains or losses are recognised over the expected remaining working lives of the participating
members.

1.11 Leases

1.11.1 Group companies as lessor

The Corporation, as lessor, entered into a variety of operating lease agreements with third
parties in order to maximise the inflow of economic benefits from government assets. Where
a significant portion of the risks and rewards of ownership are retained by the Corporation,
these leases are classified as operating leases.  Assets leased out under operating leases are
included in property, plant and equipment in the balance sheet, except for land (which is not
depreciated), such assets are depreciated over their expected useful lives on a basis consistent
with similar owned property, plant and equipment.  Rental income is included in revenue and
is recognised as charged to lessees over the lease term, so that escalations to rental income
are recognised in the period in which they occur.  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.

1.11.2 Group companies as lessee

Leases, where a significant portion of the risks and rewards of ownership are retained by the
lessor, are classified as operating leases.  Payments made under operating leases are charged
to the income statement in the year in which they are incurred, so that escalations to rental
charges are recognised in the period in which they occur.

1.12   Financial instruments

Financial instruments are contracts that give rise to both a financial asset of one entity and a
financial liability of another entity. They include cash at bank, receivables, investments, payables,
property lease incentives derivative financial instruments, and financial guarantees.

1.12.1 Financial risk factors

A central treasury department carries out treasury risk management as monies are allocated
to the Corporation under the Medium Term Expenditure Framework.

(i) Interest rate risk

The Corporation’s income and operating cash flows are substantially independent of changes
in market interest rates.

(ii) Credit risk

Concentrations of credit risk with respect to trade receivables are limited either because debtors
are other government entities or due to the Corporation’s large number of tenants under
operating lease agreements. Where relevant, the Corporation has policies in place to ensure
that transactions only take place with customers with an appropriate credit history.

Cash transactions are limited to high credit quality financial institutions.

SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
NOTES TO THE GROUP ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED
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(iii) Liquidity risk

The Corporation maintains sufficient cash resources and receives substantial cash allocations
from government on a monthly basis, in order to act as an agent for government in the provision
of rail commuter services.

1.12.2 Types of financial instruments

Financial instruments recognised on the balance sheet include cash and cash equivalents,
accounts receivable, accounts payable and interest bearing debt.  Financial instruments are
initially measured at cost, when the Corporation becomes a party to the contractual
arrangements. The subsequent measurement of financial instruments is dealt with below.

1.12.2.1 Derivative instruments

Derivative financial instruments are recognised initially at cost.  Subsequent to initial recognition,
derivative financial instruments are stated at fair value. The gain or loss on re-measurement
to fair value is recognised immediately in profit or loss.

1.12.2.2 Trade and other receivables

Trade and other receivables originated by the Corporation are stated at cost less impairment.
An impairment is established when there is objective evidence that the group will not be able
to collect all amounts due according to the original terms of the receivables.

1.12.2.3 Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits.  For the purposes o f
the cash flow statement, cash and cash equivalents consists of cash and cash equivalents as
defined.

1.12.2.4 Trade and other payables

Trade and other payables are stated at cost.

1.12.2.5 Interest bearing borrowings

Interest bearing borrowings are recognised initially at fair value less attributable transaction
costs.  Subsequent to initial recognition interest bearing borrowings are stated at amortised
cost with any difference between cost and redemption value being recognised in the income
statement over the period of the borrowing on an effective interest basis.

1.12.2.6 Deferred income

Deferred income represents rental received in advance in respect of certain lease agreements
and is recognised as income over the period of each lease agreement.

1.12.2.7 Promissory notes

Promissory notes are classified as held-to-maturity financial assets. These investments are
initially recorded at cost, which is equivalent to discounted present value at inception. Interest
is capitalised to the promissory notes as earned over the period of the investment using the
time apportionment basis that takes the principal outstanding amount, and the effective rate
over the period to maturity into account.

SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
NOTES TO THE GROUP ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED
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      2 Property, plant and equipment

Company
Carrying Value at 1 April 2004 2,496,690                814,304 2,028,197 181,283 265,980 -
Expenditure -
Capitalisations 48,749 91,693 564,181 32,458
Disposals
Depreciation
Closing Balance 2,511,629 857,708 2,243,482 167,301 375,133 -

Cost 2,830,157 1,401,995 3,593,046 759,495 375,133 -
Accumulated Depreciation

Carrying Value at 31 March 2005

Carrying Value at 1 April 2005 2,511,629 857,708 2,243,482 167,301 375,133 -
Expenditure -
Capitalisations 20,043 106,321 516,840 35,305
Impairment loss recognised
Adjustment
Disposals
Depreciation
Closing Balance 2,493,976 880,345 2,297,796 161,917 752,273                          -

Cost 2,848,232 1,508,315 3,896,744 764,378 752,273                          -
Accumulated Depreciation
Accumulated impairment losses

Carrying Value at 31 March 2006

SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
NOTES TO THE GROUP ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 MARCH 2006 (continued)

Land Permanent Rolling Other Work in Intersite Total
& Buildings way & works Stock Assets Progress Assets

           R'000 R'000 R'000 R'000 R'000                    R'000                    R'000

                         5,786,454
                         -                         -                         -                         846,234 -                         846,234

(737,081) -                         -
(14) - (74,810) -                         -                         - (74,824)

(33,796) (48,289) (274,086) (46,440) -                         - (402,611)

                         6,155,253

                         8,959,826
(318,528) (544,287) (1,349,564) (592,194) -                         - (2,804,573)
2,511,629 857,708 2,243,482 167,301 375,133 -                         6,155,253

                         6,155,253
                         -                         -                         -                         1,055,649                          1,055,649

(678,509) -                         -

(1,836) - (93,171)              (71) -                         - (95,078)
(35,860) (83,684) (293,120) (32,876) -                         - (445,540)

                         6,586,307

                         9,769,942
(354,256) (627,970) (1,522,713) (602,461) -                         - (3,107,400)

(76,235)
2,493,976 880,345 2,297,796 161,917 752,273                          -                         6,586,307

(76,235)

(7,742)(7,742)
(76,235)                          -

-

(76,235)
                         -                         -

--- - -

--
--

-
-
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SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
NOTES TO THE GROUP ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 MARCH 2006 (continued)

Land Permanent Rolling Other Work in Intersite Total
& Buildings way & works Stock Assets Progress Assets

Group

Disposals
Depreciation

Accumulated Depreciation

Carrying Value at 31 March 2005

Disposals
Depreciation

Accumulated Depreciation
Accumulated impairment losses

Carrying Value at 31 March 2006

      R'000                   R'000 R'000 R'000 R'000                    R'000                    R'000

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

With respect to certain operating leases entered into by the SARCC, the lessee is obliged to effect leasehold improvements on the Corporation's land.  During the term of the lease,
the lessee has sole rights to such buildings but on expiry of the lease, the improvements revert to the lessor without compensation to the lessee. Before expiry of the lease, these
buildings are not recognised as assets of the SARCC as they are not resources controlled by the Corporation  and the probability of the flow of economic resources to the SARCC
is uncertain.  The lessee bears the risks and obtains rewards relating to the building until the expiry of the lease.

For a description of the Corporation's significant leasing arrangements, refer to note 18.

A list of the fixed properties owned by the company is available at its registered office for inspection. Intersite Property Management Services (Pty) Ltd ,is the custodian of the title
deeds.

      2 Property, plant and equipment (continued)
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SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
NOTES TO THE GROUP ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 MARCH 2006 (continued)

2005 2006 2006 2005
R'000 R'000 R'000 R'000

3 Investment in subsidiary

235 235 3.1 Unlisted shares at cost - -
16,476 28,790 Loans owing by the subsidiary - -
16,711 29,025 Net investment in subsidiary - -

The subsidiary was a subsidiary throughout the year. The loan is
interest free and no fixed terms of repayment have been set. The
holding entity's interest in the aggregate income earned by the
subsidiary , after taxation, amounted to R 3.8 million
(2005: R 20.8 million).

Issued Ownership Voting power
Capital 2006 2006

The entity's sole subsidiary is: R'000 % %
Name
Intersite Property Management Services (Pty) Ltd 100 100
Country of Incorporation
RSA
Principal Activity
Property Management
Issued Capital 235
2 Ordinary shares of R1 each issued at a premium of R 235 461.
Directors’ valuation R 235 463 (2005: R 235 463 ).
No movement in shares during the year.

   Company    Group
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2005 2006 2006 2005
R'000 R'000 R'000 R'000

   Company    Group

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

Related party transactions are summarised as follows:

(38,131)
Management fee paid to subsidiary in respect of property portfolio
management. - -

16,476 28,790 Loan owing by subsidiary - -

4 Trade and other receivables

10,313     2,980 Trade receivables     6,110 13,628
19,544 22,426 Prepayments 22,426 19,544
33,779 64,389 SARS - VAT 64,389 33,779

- - SARS Taxation 982 -
- 83,656 SASRIA 83,656 -
- 3,581 Lloyds insurance 3,581 -
- 15,442 Debtors leasehold improvements 15,442 -

(10,133) 69,722 Rental income receivable 69,722 (10,133)
1,955  76,081 Other receivables 76,082 1,955

55,458 338,277 342,390 58,773

Receivables are shown net of impairment losses amounting
to R 17,8 million (2005: R 2,2 million) recognised in the current year.

(37,436)

SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
NOTES TO THE GROUP ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 MARCH 2006 (continued)
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2005 2006 2006 2005
R'000 R'000 R'000 R'000

   Company    Group

5 Other financial assets

19,982 17,245 Africon rebate 17,245 19,982

6 Inventories

44,242 Maintenance stock 44,242
1,137 Consumable materials 1,137

45,379 Inventories at weighted average cost 45,379
(3,116) Provision for obsolescence - maintenance stock (3,116)
42,263 Inventories at net realisable value 42,263

7 Promissory notes

429,675 49,682 Promissory Notes 49,682 429,675

Promissory notes comprise highly liquid investments held with
registered banking institutions.

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

-
-
-
-
-

-
-
-
-
-

SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
NOTES TO THE GROUP ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED
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2005 2006 2006 2005
R'000 R'000 R'000 R'000

   Company    Group

8 Cash and cash equivalents

Cash and cash equivalents 1,017,236
Unpresented cheques and deposits 52,231

1,069,467

9 Share capital

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

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

There were no movements in the share capital of the company in
either the 2006 or 2005 reporting years.
The shares are 100% owned by Government.

10 Other financial liabilities

Interest rate swap DFF 63,228 63,637
Interest rate swap FNB 39,348 48,630

- Derivative liability 623 -

630,530
12,375

642,905

4,248,258

4,248,258

63,637
48,630

112,267 103,199

52,009

63,228
39,348

623
103,199

4,248,258

4,248,258

1,018,959

966,950
12,935

672,053

684,988

4,248,258

4,248,258

112,267

SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
NOTES TO THE GROUP ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED
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SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
NOTES TO THE GROUP ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 MARCH 2006 (continued)

2005 2006 2006 2005
R'000 R'000 R'000 R'000

   Company    Group

Fixed payment legs are stated at quarterly payments of interest
amounting to 19,3%, accrued over each quarterly period. The final
payment is the 13th of July 2010. For the 2006 financial year the
Thesele Group valued the agreement with the zero coupon swap
curve used by Standard Bank, as at 31 March 2006. The curve
was bootstrapped from the Standard Bank swap rates. Thesele
derived implied forward rates from the zero coupon swap curve.
These rates were used to project future floating payments under
the relevant swaps. The projected floating payments and the fixed
payments have both been discounted using the zero coupon swap
curve. The assumptions used are that each leg consists of interest
payments for the relevant swap period, with no exchange of
notionals at any point. In addition there is no accounting for credit
risk on either side of the deal in the discounting of the expected
cash flows.

(In 2005 the interest rate curve was bootstrapped from the market

The derivative exposure arises from a contract with a South African
railway track maintance organisation. The contract has an embedded
derivative as 34.5% of the value adjusted for fluctuations between the
South African Rand and the Australian Dollar. The Australian Dollar
is not the functional currency of either party to the contract.

pricing tool RiskWatch was used to price the instrument, and this
price was verified by PriceWorx software. The zero swaps curve
used for 2003 was BESA curve and the zero swaps curves used
for 2004 and 2005 were generated by the Hagan – West method.
These were checked for reasonability against the BESA curves for
2004 and 2005. It was assumed that each leg consists of interest
payments for the relevant swap period, with no exchange of
notionals at any point. In addition, there was no accounting for
credit risk on either side of the deal, in the discounting of expected

cash flows.)

data using the PriceWorx pricing tool. The financial instrument

10 Other financial liabilities (continued)
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2005 2006 2006 2005
R'000 R'000 R'000 R'000

   Company    Group

11 Discounted lease agreements

85,638 81,686 Total long-term liability 81,686 85,638
(4,472) (5,828) Less: Short-term portion (5,828) (4,472)
81,166 75,858 75,858 81,166

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

SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
NOTES TO THE GROUP ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 MARCH 2006 (continued)

55



C M Y CM MY CY CMY K

a n n u a l  r e p o r t  |  2 0 0 6
56

SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
NOTES TO THE GROUP ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 MARCH 2006 (continued)

2005 2006 2006 2005
R'000 R'000 R'000 R'000

   Company    Group

However, the SARCC remains liable to make scheduled payments
to INCA regardless of whether lessees make payments to the
SARCC or not. Refer to table below for further information
regarding significant loans:

Total
Receivables
Under Lease
Agreements Date of First Date of Last

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

18.50% 1,998 Transnet Limited (Blue Train Lounge)
16.75% 16,777 Masstores (Pty) Ltd (trading as Game)
16.25% 6,327 Autopax Passenger Services (Pty) Ltd (trading as City-to-City)
14.78% 21,994 Shosholoza Meyl - Durban and Pretoria
14.78% 46,383 Shosholoza Meyl - Johannesburg
15.11% 4,033 Shosholoza Meyl - Johannesburg Additional
12.60% 27,945 Shosholoza Meyl - Johannesburg, Durban and Pretoria Additional
11.85% 29,835 Shosholoza Meyl - Cape Town
11.85% 24,673 Shosholoza Meyl - Germiston

12 Provision for insurance claims

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

Payment

11 Discounted lease agreements (continued)
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Principal actuarial assumptions at the balance sheet date:
Discount rate: 7,5% per annum
Percentage in service members married at retirement: 90 %
Membership continued at retirement:
Members of Transmed: 0%
Non-members of Transmed: 40%

No compararitive figures are shown as Metrorail was merged with SARCC from 26 December 2005.

2005 2006 2006 2005
R'000 R'000 R'000 R'000

   Company    Group

103,297 Balance at the beginning of the year 135,100
59,898 68,735 Provisions made during the year 68,735 59,898

(28,095) Payments made during the year (62,633)
135,100 Closing balance at the end of the year 141,202
(45,557) Less: Short-term portion (51,453)
89,543 89,749 Long-term portion 89,749 89,543

In terms of SA Law (Delictual liability) minors injured in an accident
have up to the age of 21 years to claim for injuries sustained.
Statistics over the past 14 years indicate that no significant
amount , other than expected, has been claimed for these
incidences.

13 Post retirement medical aid contributions

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

The actuarial projection method used to valuate the fund is the
Projected Unit Credit Method.

The liability is made up of the following:
Accrued liability as at 31 March 2005
Contribution received
Expenses recognised in income statement (see below)
Actuarial loss
Accrued liability as a 31 March 2006

Expenses recognised in income statement
Interest cost for the period
Service cost for the period

135,100

(62,633)
141,202
(51,453)

(28,095)

103,297

135,100
(45,557)

(2,860)
63,446

70,850

6,742
3,522-

-
-
-

-

(2,860)
63,446

70,850

6,742
3,522 -

-
-
-

-

6,742

5,358
1,384-

-

- 6,742

5,358
1,384 -

-

-

12 Provision for insurance claims (continued)
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2005 2006 2006 2005
R'000 R'000 R'000 R'000

   Company    Group

14 Capital subsidy and grants

14.1 Capital subsidy
2,006,833 Balance at beginning of the year 2,691,036

782,640 Capital subsidy received during the year 980,247
2,789,473 3,671,283

(98,437) Less: amortised (140,872)
2,691,036 3,530,411
(107,641) Less: Short-term portion (141,216)

2,583,395 Balance at end of the year 3,389,195

14.2 Grants
195,347 Balance at beginning of the year 186,630

- 3,000 Grants received  during the year 3,000 -
195,347 189,630

(8,717) Less: amortised (8,837) (8,717)
186,630 180,793

(7,465) Less: Short-term portion (7,232) (7,465)
179,165 Balance at end of the year 173,561

14.3 Total
2,202,180 Balance at beginning of the year 2,877,666

782,640 Capital subsidy and grants received during the year 983,247
2,984,820 3,860,913
(107,154) Less: amortised (149,709)

2,877,666 3,711,204
(115,107) Less: Short-term portion (148,448)

2,762,559 Balance at end of the year 3,562,756

Capital subsidies amortised over the lifetime of the asset.

Capital subsidies receivable in the next  financial years:
2006/2007 :         R 1 029,6 million
2007/2008 :         R 1 516,1 million
2008/2009 :         R 2 017,7 million

(141,216)

(140,872)

980,247

(8,837)

(7,232)

3,562,756
(148,448)

3,711,204
(149,709)

3,860,913
983,247

2,877,666

173,561

180,793

189,630

186,630

3,389,195

3,530,411

3,671,283

2,691,036

2,762,559
(115,107)

2,877,666
(107,154)

2,984,820
782,640

2,202,180

179,165

186,630

195,347

195,347

2,583,395
(107,641)

2,691,036
(98,437)

2,789,473
782,640

2,006,833

SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
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2005 2006 2006 2005
R'000 R'000 R'000 R'000

   Company    Group

15 Accounts payable

143,450 Trade payables 361,311
104,303 Accruals 221,870

294 482 Payroll payables 482 294
77,776 77,776 Transnet management fee 77,776 77,776
92,779 36,929 Transnet other 36,929 92,779

- 27,463 Income received in advance 27,463 -
45,704 208,182 Other payables 207,299 45,704

464,306 933,130

16 South African Revenue Services

- 17,872 South African Revenue Services 17,872 3,812

17 Provisions

Employee leave provision
2,393 2,393 Opening balance 4,044 3,739

943 56,822 Additional provisions 57,446 2,695
(943) (1,237) Utilised during the year (1,949) (2,390)

2,393 57,978 Total 59,541 4,044

Profit share incentive and key

y

 staff retention of subsidiary

y

- Opening balance 3,944 4,414
- Additional provisions 275 3,944
- Utilised during the year (3,944) (4,414)
-

-
-
-
- Total 275 3,944

2,393 57,978 59,816 7,988

A liability for employee benefits in the form of profit sharing is
recognised. The accrual is calculated in terms of the rules of the
Remuneration Scheme.

354,686
221,870

927,388

Total

467,425

104,814
146,058

Refer to note 33.4 regarding contingent liability on change  in
use of assets.
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2005 2006 2006 2005
R'000 R'000 R'000 R'000

   Company    Group

18 Operating leases rental income

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

183,498 Rental income received 235,464

105,661 85,164 Not later than 1 year 85,164 105,661
362,562 Later than 1 year and not later than 5 years 239,152 362,562
99,263 87,215 Later than 5 years 87,215 99,263

567,486 411,531

18.1.1 Description of the Corporation as lessor's significant leasing
arrangements

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

229,778

239,152

411,531

201,773

567,486

a
However, in practice, this rarely happens and therefore these lease
greements are considered to be non-cancellable.
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18.1.1.2 Commercial operating leases with improvements to premises

SARCC entered into operating lease agreements with the undermentioned
parties:

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

To effect improvements to the property, the SARCC had to obtain financing
from external sources.  SARCC discounted cash flows from the lease
agreements with Infrastructure Finance Corporation Limited (INCA) in
order to obtain funds to pay for the improvements.  These amounts have
been recognised as a long-term liability (refer to note 11). In terms of the
agreements, SARCC is obliged to effect certain improvements to the
premises, which have been capitalised and depreciated in the same manner
as other similar properties.
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18.1.1.3 Development operating leases

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

3,276 6,477 Not later than 1 year 8,024 5,106
7,629 6,485 Later than 1 year and not later than 5 years 12,826 8,040

- 15,537 Later than 5 years 18,129 -
10,905 28,499 38,979 13,146

18.2.1 Description of the Corporation as lessee's significant leasing
arrangements
Intersite Property Management Services (Pty) Ltd, a subsidiary of
SARCC, entered into an operating lease for its office premises
commencing on 1 May 2006 to 30 April 2011. The agreement
does not provide for any renewal or purchase options. Base lease
rentals of approximately R103,738 are payable on a monthly basis,
subject to escalations of 8% per annum, calculated on a compound
basis on the anniversary of the commencement date of the
agreement. South African Rail Commuter Corporation Ltd entered
into an operating lease in respect of its office premises on 1 May
2005 for a period of three years at an escalation of 9% per year.
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19 Infrastructure assets rental

60,000 60,000 Spoornet to pay SARCC 60,000 60,000
(36,000) SARCC to pay Spoornet (36,000)
(1,000) (1,000) Rates and taxes (1,000) (1,000)

(500) (500) Access to documentation (500) (500)
22,500 22,500 Net income 22,500 22,500

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

20 State compensation

The state compensation, which is received annually to finance the
operational deficit is not guaranteed, however the following MTEF
allocations have been allocated as indicated:

2006/2007 :  Operational R 2 131,542 million
2007/2008 :  Operational R 2 259,119 million
2008/2009 :  Operational R 2 485,031 million

(36,000) (36,000)
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72,102 93,171 Rolling stock 93,171 72,102
(4) (2,558) Other assets (2,495) (4)

72,098 90,613 90,676 72,098

22 Impairment losses recognised

IAS 8 Accounting Policies,Change in Accounting Estimates and
Errors requires a company to correct material errors
retrospectively. However, the directors believe this is impractical to
determine the period-specific effect of the error on comparative
information. Therefore, the cumulative effect of the error is
recognised in the current income statement as this is the earliest
period for which an adjustment is practical. Comparative
information has not been restated.

- 76,235 76,235 -

21 Loss on disposal of assets

IAS 36 Impairment of Assets requires an entity to assess at each
reporting date whether there is an indication that an asset may
be impaired and, if so, to estimate the recoverable amount of
the asset. The Company did not previously perform an estimate of
the recoverable amount of Rolling Stock and did not recognise an
impairment loss in the financial statements. However, the
company has estimated the recoverable amount of rolling stock at
31 March 2006, resulting in an impairment loss recognised in the
current income statement.
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23 Subsidy paid to Metrorail

1,372,822 Subsidy paid to Metrorail 1,088,156

Subsidy paid to Metrorail is in accordance with contractual
provisions to provide rail commuter services. SARCC is an agent
for government and used as the conduit for the subsidy on the
shortfall of the operator. The current year figure is only for the
period 1 April 2005 to 25 December 2005.

24 Maintenance and other expenditure

3,193 7,742 Research and development 7,742 3,193
- 29,361 Material expenses 29,361 -

159 41,950 Energy expenses 41,950 159
88,085 230,052 Maintenance expenses 230,052 88,085
4,528 2,793 Census 2,793 4,528

- 1,941 Rail planning 1,941 -
- 4,316 National rail plan 4,316 -

1,680 1,680 VAT on deemed value 1,680 1,680
1,313 2,800 Audit fee 2,982 1,495
1,132 813 Forensic audit fee 813 1,132

18,576 70,700 Security 70,700 18,576
5,196 16,432 Consultation fees 18,101 6,865

385 797 Repairs and maintenance: offices and equipment 1,197 785
2,904 15,710 Operating lease expenses: premises 18,434 5,628

11,538 88,094 Other expenditure 94,266 20,164
2,714 2,737 Africon rebate 2,737 2,714

(8,364) (9,691) Derivative revaluation income (9,691) (8,364)
133,039 519,374508,227

1,088,156 1,372,822

146,640
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25 Labour broker fee

- 365,729 Labour broker fee 365,729 -

Labour broker fee paid to Transnet for the use of Transnet / Metrorail
employees for the period 26 December 2005 to 31 March 2006.

26 Personnel cost and directors emoluments

5,079 5,577 Defined contribution plan expense 8,457 8,408
129 150 Unemployment Insurance Fund 288 270

39,373 44,615 Salaries and personnel cost 71,856 70,208

Executive committee (SARCC)
- EL Lekota (Resigned 31 December 2005)

965 903 Basic salary 903 965
240 180 Travel 180 240
53 30 Medical aid 30 53

146 116 Provident fund 116 146
- 199 Incentive bonus 199 -

- CS Xaba
611 755 Basic salary 755 611
85 85 Travel 85 85

- 271 Acting allowance 271 -
28 29 Medical aid 29 28
89 100 Provident fund 100 89

- 127 Incentive bonus 127 -
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732
36

-
43
93

-

672
67
31
89

-

687
35
40
93

-

685
85
41
93

-

732 680 Basic salary 680
36 147 Travel 147

- 114 Acting allowance 114
43 45 Medical aid 45
93 100 Provident fund 100

- 127 Incentive bonus 127
- T Mbikwana

672 810 Basic salary 810
67 67 Travel 67
31 46 Medical aid 46
89 100 Provident fund 100

- 127 Incentive bonus 127
- BN Jacobs

687 792 Basic salary 792
35 34 Travel 34
40 45 Medical aid 45
93 100 Provident fund 100

- 127 Incentive bonus 127
- S Maitisa (Resigned 12 August 2005)

685 339 Basic salary 339
85 31 Travel 31
41 18 Medical aid 18
93 41 Provident fund 41

- 127 Incentive bonus 127

- ES Ngutshane
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- MJZ Malepe (Resigned 31 January 2006)
645 560 Basic salary 560 645
41 35 Travel 35 41

- 28 Medical aid 28 -
84 75 Provident fund 75 84

- 114 Incentive bonus 114 -

Directors emoluments : non-executive (SARCC)
Directors fees:

62 128 - B Boshielo 128 62
- 12 - S Buthelezi 12 -

77 76 - N Mandindi 76 77
85 313 - P Moiloa 313 85
44 109 - L Mothiba 109 44

219 223 - JM Ngobeni 223 219
- 12 - N Tshombe 12 -

96 188 - VO Twala 188 96

Directors emoluments : non-executive (Subsidiary)
- - - SH Chaba 108
- - - R Craig 11
- - - JPD Flanagan 60
- - - F Lagadien 36 84

184
-
-
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- - - Adv C Mahlati 41 92
- - - N Mandindi 22 51
- - - B Mkhize 56 56
- - - L Mothiba 28 -
- - - JM Ngobeni - 136
- - - O Shelembe 75 104
- - - A Tshivhase 61 103

Directors emoluments : executive (Subsidiary)

- - - N Mandindi 1,077 -
- - - JMP Mphahlele 1,357 957
- - - KJ Modiko: Appointed 1 July 2004 - resigned 31 January 2005 470
- - - T Mahlati: Appointed 1 September 2005 545 -

51,673 59,027 92,768 88,210
SARCC has no executive directors.

27 Sundry income

44,442 128,780 Insurance recovered 128,780 44,442
- - Consultation fees 901 557

70 269 Sale of material 269 70
4,889 9,048 Other 9,048 4,889

49,401 138,097 138,998 49,958

-
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28 Finance cost

(14,882) Interest paid on long-term liability (20,683)
(12,276) Interest Transnet (12,942)

(20) (1,870) Interest other (1,937) (34)

(27,178) (35,562)
Interest Transnet is in accordance with an arbitration case regarding
 unpaid manangement fee.

29 Income from investments

82,899 65,726
Interest received from banking institutions, on bank balances and
promissory notes. 72,168 87,716

30 Taxation

30.1 South African Normal Taxation:
- - Current tax (824) (3,092)
- - Overprovision prior year - 13,566

- - (824) 10,474

30.2 Reconciliation of rate of taxation: % %
- - Effective rate (0.15) (50)

Adjusted for:
- - Overprovision previous year - 65
- - Exempt income SARCC 29.15 14

- - South African normal tax rate 29 29

(12,942)
(20,683)

(35,495)

(14,882)
(12,276)

(27,192)
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30.3 Deferred taxation:
Deferred tax liability comprises of:

- - Provisions 394 -

31 Capital commitments

1,033,745 Commitments for future years in respect of contracts entered into 1,375,520

(738,073) Short-term commitments (979,081)

295,672 Long-term commitments 396,439

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

32 Reconciliation of net loss before taxation to cash generated
from/(utilised in) operations

32.1 Operating cash flows before working capital changes
(254,459) Net loss before taxation (530,142)

Adjusted for:
402,611 Depreciation 446,327
72,098 Loss on disposal of assets 90,676

- Loss on impairment of assets 76,235
- Transfer to research and development 7,742

(5,651) Fair value adjustments (9,068)
(5,586) - Liability written off -

(107,154) Amortisation on capital subsidy and grants received (149,709)
27,178 Finance cost 35,562 27,192

(82,899) Income from investments (72,168)
46,138 (104,545)

72,098
-
-

(5,651)
(5,586)

1,099,728

(785,183)

314,545

(244,151)

403,703

(107,154)

(87,716)
52,735

90,613
76,235

7,742
(9,068)

35,495

(103,680)
(65,726)

(149,709)

445,540

(534,802)

337,064

(832,443)

1,169,507
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32.2 Changes in working capital
333 Decrease/(increase) in trade and other receivables 385

Decrease in other financial assets

62,750 Increase in trade and other payables 43,761
31,905 Increase/(decrease) in provisions 31,638
94,988 75,784

Inventories
Trade and other receivables
Retirement benefits
Leave provision
Trade and other payables

32.3  Cash generated from/(utilised in) operations

33 Contingent liabilities

33.1 Claim lodged by customer for damages including the legal costs
caused by loss of support and maintenance that arose due to
death of plaintiff’s husband at a stampede at Park Station. The
directors are unable to estimate the probable loss in the unlikely
event of the claim being  valid.

32.4  Reasonable value of assets acquired

141,126

(7,953)

(8,511)

(47,757)
(274,866)

(137,433)

(43,934)

2,737

67,979

59,746

70,850
70,198

 412,975
231,400

93,967

Debit against equity

(8,751)

(12,268)

(47,757)
(274,866)

(137,433)

2,737

66,790

54,002

70,850
70,198

 412,975
231,400

93,967

128,519(50,543)

- - Damages for loss of support 1,607 1,512

-

-

-
-

-
-

-

-

-

-

-

-

-

-

-

-
-

-

- Decrease in inventories          -5,494 5,494
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34    Prior period adjustments

In previous financial years, SARCC did not account for all
additions/derecognitions of Rolling Stock. These assets were not
classified into components, therefore depreciation was incorrectly
calculated. The financial statements for 2005 have now been
restated to correct the above.

2005 2006 2006 2005
R'000 R'000 R'000 R'000

- -
33.2 Claim lodged by employee for unfair discrimination (including legal

costs) - 430

33.3 Johannesburg Water (Pty) Ltd issued summons for recovery of
outstanding water and sewerage charges at Braamfontein Station
to the amount of approximately R29 million in the High Court of
South Africa. The claim has been disputed as it is based on
unsubstantiated meter readings and a Notice of Exception was
filed, in respect of the discrepancies and lack of calculations
contained in the summons.  The court proceedings are ongoingoin .

- 29,466 Total value of summons 29,466 -
- (7,484) Less: Accrual based on estimated use (7,484) -
- 250 Add: Estimated legal costs up to finalisation of the matter 250 -
- 22,232 Municipal charges at Braamfontein Station 22,232 -

33.4 VAT payable on change in use of assets adjustments with regards
to the merger with Metrorail has been provided for in the amount of
R17,8 million. Should SARS dispute this valuation method there
may be a potential additional liability.

Ten managers are disputing their salaries and the matter went for
arbitration in November 2005. The arbitrator ruled against Metrorail.
Metrorail has now taken the matter on review and filed notice on 29
March 2006. The estimated claim, should Metrorail lose the case is
R10,5 million.

33.5

A process is in place whereby opening balances between SARCC, Metrorail
and Transnet is taking place. There is a dispute between Transnet and
Metrorail amounting to approximately R40 million regarding some of the
liabilities.

33.6
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Amortisation of capital subsidy have been effected as the lifetime
of the asset in different components changed.

Opening retained income for 2005 has been adjusted as shown

34.1 Effect on periods prior to 2005
473,433 Increase in additions to  rolling stock 473,433

(151,017) Increase in derecognitions not recognised previously (151,017)
(18) Increase in depreciation expense land and buildings (18)

(559,892) Increase in depreciation expense rolling stock (559,892)
(8,726) Increase in depreciation expense perway (8,726)
(3,718) Increase in depreciation expense other assets (3,718)
(9,413) Decrease in work in progress (9,413)

65 Decrease in depreciation rolling stock 65
31,487 Amortisation of capital subsidy 31,487
22,696 Fair value adjustment - Africon rebate 22,696

(24,709) Income prepayment correction (24,709)
(229,812) (229,812)

The prepayments received on the lease income from the Umgeni
Business Park needed to be corrected and recognised on a straight-
line basis according to the SAICA released Circular 7/2005 of 2 August
2005. The financial statements for 2005 have been restated to correct
the above.

A rebate agreement was entered into whereby RMB pass on certain
benefits derived from a deferred tax benefit on the Africon interest
swap deal. During the 2005 financial year this financial asset on the
rebate was not recognised. This has now been corrected.

34     Prior period adjustments (continued)

-
-

-
-
-
-
-
-
-
-

-
-

-
-

-
-
-
-
-
-
-
-

-
-

-
-

-
-
-
-
-
-
-
-

-

below:
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34.2 Effect on 2005
(31,070) Net loss after taxation as previously stated (10,288)

(223,389) (223,389)
(3,927) Increase in depreciation expense perway (3,927)

(171,579) Increase in depreciation expense rolling stock (171,579)
(63,094) Increase in derecognitions not recognised previously (63,094)
10,287 Increase in land and buildings 10,287

(154) Increase in depreciation expense land and buildings (154)
85,261 Increase in perway 85,261
(1,138) Increase in depreciation expense other assets (1,138)

(95,548) Decrease in work in progress (95,548)
(65) Increase in depreciation rolling stock (65)

13,803 Amortisation of capital subsidy 13,803
(2,714) Fair value adjustment - Africon rebate (2,714)
5,479 Income prepayment correction 5,479

(254,459) (233,677)

As previously stated
Increase in additions to rolling stock
Increase in land and buildings
Increase in perway
Decrease in work in progress
Increase in deregonisitions not recognised previously
Increase in depreciation expense land and buildings
Increase in depreciation expense perway
Increase in depreciation expense other assets
Increase in depreciation expense rolling stock
Property, plant and equipment as restated

34.3   Property, plant and equipment

-
-
-
-
-
-
-
-
-
-
-
-
-
-

-

-
-
-
-
-
-
-
-
-
-
-

-
-
-
-
-
-
-
-
-
-
-
-
-
-

-

-
-
-
-
-
-
-
-
-
-
-

6,656,235
473,433

10,287
85,261

(104,961)
(214,111)

(172)
(3,927)
(4,856)

(740,197)
6,156,992

6,654,496
473,433

10,287
85,261

(104,961)
(214,111)

(172)
(3,927)
(4,856)

(740,197)
6,155,253
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34.4 Capital subsidy and grants

(2,922,956) As previously stated (2,922,956)
45,290 Amortisation corrected 45,290

(2,877,666) Capital subsidy and grants as restated (2,877,666)

35 Metrorail equity through acquisition

Metrorail was acquired from Transnet with effective date
26 December 2005. A net liability position of R137,4 million was
taken over. This acquisition was sanctioned by Department of
Transport. Both SARCC and Transnet are under common control
of Government.

36 Defined benefit plan

Metrorail also operates a defined benefit fund as well as a defined
contribution fund administered by Transnet Pension Fund
Administrators. The assets of the funds are held separate from
those of the entity. The funds are actuarially valued by independent
professional consulting actuaries.

- (137,433) (137,433) -

Fund assets
Fund liabilities
Surplus

-
-
-

822, 246
(798,364)

23,882

-
-
-

-
-
-

-
-
-

822, 246
(798,364)

23,882
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2005 2006 2006 2005
R'000 R'000 R'000 R'000
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The pension fund is 103% funded.

The principal actuarial assumptions used were as follows:
Inflation rate: 4.0% per annum
Valuation interest rate: 7.5% per annum
Salary increase rate: 5.5% per annum
Pension increase rate: 2.0 % per annum

37 Other related party transactions

Services rendered to (income) the following related parties:
- - Agricultural Research Council 807 319

6 6 ESKOM     6     6

76 84 National Department of Public Works 84 76
133 146 Railway House CC 146 133

- - SANRA 14 12,866

1 1 Sasol Gas (Pty) Ltd 1 1
373 211 Telkom SA Limited 211 373

117,260 150,275 Transnet Limited and divisions/subsidiaries 152,873 119,472

12 36 Vodacom (Pty) Ltd 36 12

117,861 150,759 154,178 133,258

No comparative figures are shown as Metrorail was merged
with SARCC from 26 December 2005.

36 Defined benefit plan (continued)
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2005 2006 2006 2005
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Services rendered by (expenditure) the following related
parties:

5,486 36,060 37,009 6,621

8,755 40,148 ESKOM 40,148 8,755
- - Estate Agency Board 5 11

2,963 3,529 Rand Water 3,529 2,963
2 69 SA Post Office Limited 69 2
- 14 SABS Holdings (Pty) Ltd 14 -
- 13 South African Broadcasting Corporation 13 -

47,289 201,862 South African Revenue Services 201,862 47,289
31 - South African Roads Agency - 31

399 490 Telkom SA Limited 2,059 2,058
1,849,171 1,698,376 Transnet Limited and divisions/subsidiaries 1,698,376 1,849,171

129 150 Unemployment Insurance Fund 288 270
- 14 Urban Transport Fund 14 -

1,908,739 1,944,665 1,946,377 1,910,550

Amounts owed by (accounts receivable) the following related
parties:

- - Agricultural Research Council 667 319
- - SANRA 282 334

5,486 36,060 Transnet Limited and divisions/subsidiaries 36,060 5,968

37 Other related party transactions (continued)
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SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
NOTES TO THE GROUP ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 MARCH 2006 (continued)

2005 2006 2006 2005
R'000 R'000 R'000 R'000

   Company    Group

906 5,002 5,002 906
297 331 331 297

- 1 1
- 21,827 21,827 -

70,690 114,223 114,223 70,690
71,893 141,384 141,384 71,893

-

Amounts owed to (accounts payable) the following related
parties:
ESKOM
Rand Water
SABS Certification (Pty) Ltd
South African Revenue Services
Transnet Limited and divisions/subsidiaries

Related party transactions were made on an arm’s lenght basis.

37 Other related party transactions (continued)
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ANNEXURE B
Rail Plan Priority Corridors (Existing rail corridors) Region Regional Nat Indexed Nat Indexed

 Category Rating Category
Kwa Zulu Natal
Umlazi - CBD - Kwa Mashu (incl Isipingo) KZN A 91 - 100 A
Crossmoor - Mobeni KZN B 39 - 71 C
Isipingo - Kelso KZN B 39 - 71 C
Duff's Road - Stanger KZN B 39 - 71 C
Cato Ridge - Rossburg KZN C 39 - 71 C
Pine Town - Rossburgh KZN C 39 - 71 C

Tshwane(Northern Gauteng)
Mabopane - Pretoria North - CBD TSWH A 91 - 100 A
Mamelodi Gardens (Pienaarspoort) - CBD TSWH A 91 - 100 A
Olifantsfontein - Centurion - CBD(Pretoria) TSWH B 72 - 90 B
Moot link (Hercules - Koedoespoort) TSWH B 72 - 90 B
Saulsville/Atteridgeville - CBD TSWH B 72 - 90 B
De Wildt - Wintersnest - Pretoria North TSWH C 39 - 71 C

Western Cape
Kraaifontein - Belville - CBD(via Thornton and Monte Vista) WC A 91 - 100 A
Simonstown - CBD (Incl Cape Flats(Retreat)) WC A 91 - 100 A
Khayelitsha - Cape Town (Incl Kapteinsklip - Phillipi) WC A 91 - 100 A
Strand - Belville - CBD WC B 72 - 90 B
Belville - Sarepta - Langa - CBD (Incl Pinelands link) WC B 72 - 90 B
Worcester - Wellington Kraaifontein WC B 39 - 71 C
Muldersvlei - Eerste Rivier (via Stellenbosch) WC C 39 - 71 C
Malmesbury - Kraaifontein WC C 39 - 71 C

SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
ANNEXURE
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Wits region(Southern Gauteng)
JHB Core Central Network (New Canada - George Goch - Germiston) WITS A 91 - 100 A
Soweto (Naledi - New Canada) WITS A 91 - 100 A
Soweto (Midway - New Canada - Kwaggastroom (Sebokeng)) WITS A 91 - 100 A
Daveyton - Germiston WITS B+ 91 - 100 A
Olifantsfontein - Tembisa - Germiston WITS A 91 - 100 A
Kwesine/Katlehong - Germiston WITS B+ 72 - 90 B
Springs - Dunswart WITS B+ 72 - 90 B
Randfontein -  Langlaagte WITS B- 72 - 90 B
Vereeniging - Kwaggastroom WITS C 72 - 90 B
Vereeniging - Kliprivier - Germiston WITS D 39 - 71 C
Alberton - Germiston WITS D 39 - 71 C
Germiston - India - Kaserne West WITS D 39 - 71 C
Nigel - Springs WITS D 39 - 71 C
Oberholzer - Midway WITS D 39 - 71 C

Eastern Cape
Berlin - East London EC A 91 - 100 A
Uitenhage - CBD EC B 39 - 71 C

Notes:
1.  The Regional Category column reflects the regional consultative evaluation rating for the respective rail corridors.
2.  The original definitions for the categorisation of corridors have been as follows:
     A = Ideal corridor for rail with a quantum improvement in service levels.
     B = Important role for rail with service levels reinstated to 2000 service levels.
     C = Role of rail uncertain and needs further analysis.
     D = No role for rail, alternatives to be considered.
3.  A national review of the corridors required national indexing to equally compare corridors on a national basis.
4.  The National Indexed Category reflects the national indexed categories, with the following definitions:
     A = Ideal corridor for rail with a quantum improvement in service levels.
     B = Important role for rail with service levels reinstated to 2000 service levels.
     C = For further analysis and consultation.(Categories C and D collapsed into a single category.)
5.  No disparities between the regionally and national indexed identified A and B corridors, and can be implemented.

SOUTH AFRICAN RAIL COMMUTER CORPORATION LIMITED
ANNEXURE (continued)
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