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Chief Executive Oﬃcer’s Statement

Stephenson Z. Ngubane
Chief Executive Oﬃcer

Strategic Plan Implementation

dedicated on the Phalaborwa-Richards Bay
Corridor to convey magnetite and rock
th
phosphate, the 5 locomotive was deployed to
boost the hired �eet for the haulage of imports
and exports. The limitation or constraint in
accelerating the implementation of the
strategic plan is the scarcity of funds internally.
External funding was restricted by the
debt/equity ratio which reached 49% , just 1%
below the threshold of a healthy debt/equity
ratio, this meant that SR had to slow down on
acquisitions until this ratio declined.

During the year under review the organization
through its various departments, sections and
units continued to pursue the implementation
of the strategic objectives. The focus remained
on increasing rolling stock capacity with which
th
to meet customer demand, hence in the 4
quarter of the year an order was placed with
Transnet Engineering to manufacture 50 fuel
tanks and 40 �atbed container wagons. Over
the years the fuel business had shown growth
but only limited by the scarcity of tanks since SR
relied heavily on Transnet Freight Rail (TFR). In
the previous year 5 locomotives were procured,
again, to reduce dependency on TFR after
leasing this equipment for over thirty (30) years.
Four of the locomotives were deployed and
SWAZILAND RAILWAY

Business Performance - Operations
During the year under review, the organization
recorded growth in revenue over the previous
year from E 240 million to E 268 million, an
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special equipment such as telemeters, this
device measures air pressure in the locomotive
and the last vehicle of the train to ascertain
whether the pressure gradient is within the
allowed tolerance limits, the management of
this critical equipment is a challenge because
without it being available at the right time and
place, and on top of that being in working
condition, the trains are not dispatched.
Investment on the dry port is on-going on two
fronts; increasing the working area and
replacing the old reach-stackers which have
been in service for more than 12 years.

increase of 11.67 % or E 28 million in money
terms. The growth in revenue was a re�ection of
increased tonnage of transit traﬃc and some of
the import and export commodities. Transit
traﬃc grew by 10%, imports were up by 17%
and unfortunately exports were down by 3%
when compared to the previous year (2014/15).
Rental and other income which amounted to E
31 .38 million, was up by 1% when compared to
the previous year (E 30.97 M). The trading
conditions remained subdued as the Swaziland
economy is stagnant and volatile. Swaziland is
sandwiched between two giant economies of
the Republic of South Africa and the Peoples
Republic of Mozambique, their vast land and
big population is an attraction to investors who
would produce goods and services for the local
in country market as well as export, however, in
Swaziland manufacturers must be nearly 100%
export oriented and this puts a huge demand
o n t h e i nv e s t o r t o p r o d u c e g o o d s o f
international standard and compete in the
global market. The opportunities of a local
market are very slim or non-existent.

Pro�ta�ility
Swaziland Railway long adopted the
commercial approach to doing business
despite being a parastatal and many thinking
there is some dependency on Government, yes
there is dependency on the Government but
only the area of infrastructure investment by
way of network expansion and upgrades, this is
the responsibility of the shareholder like most
entities, be it private companies or other forms
of legal entities, the shareholder has to inject
capital to increase production capacity or
reinforce certain core assets. During the year
under review SR made a pro�t after tax of E
11.32 Million compared to E 21.5 million the
previous re�ecting a drop of 47% or E 10.2
million in money terms.

Dry Port – a special facility
Swaziland Railway prides herself for operating
this modern facility very eﬃciently since
inception in 1993. Every year the volume of
traﬃc grew by between 10 % and 15 % to the
extent it has become the mode of transport for
import containers and to a large degree export
containers. During the year under review the
dry port became congested and caused the
queuing of trains outside Matsapha Station
because no space could be found to admit the
block trains that deliver 80 containers on 40
wagons at once.

The drop in pro�t contrary to increased revenue
of 11.67 % or E 28 million is attributable to
operating expenses which shot up E 222 million
compared to E 173.73 million the previous year,
an increase of 28% or E 48.3 million in money
terms. In addition, �nance costs increased from
E 10.64 million to E 28 million, an increase of
163% or E 17.4 million. The major contributor to
the escalation of �nance costs was the
weakening of the Rand from E 11 to the US
Dollar in 2014 to E 16 in the 1st quarter of 2016.
The �nance lease with Thelo Rolling Stock
denominated in US Dollars for the 4 mainline
locomotives and 75 mineral wagons, was the
cause of this unprecedented �nancial loss.

The decision to run airbrake from Durban
abandoning the vacuum trains paid oﬀ a great
deal, airbrake trains are more reliable and hardly
have defects such as air leaks which weaken the
braking system, in some cases leading to
technical failure of the train subsequently being
cancelled, notwithstanding the elimination of
one problem the airbrake trains also need
SWAZILAND RAILWAY
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Risk Management

Despite these setbacks Swaziland Railway will
continue to seek ways to cushion the exposure
and lessen its negative impact.

The organization adopted the risk approach in
the implementation of projects and all its
activities. What does this mean, it means that
before embarking on a project or activity the
implementers of projects assess the risk upfront
to fully understand potential risks that are likely
to adversely aﬀect the project causing delays
and cost escalations or total failure. Once the
risks have been identi�ed, a mitigation plan is
drawn and implemented. This approach
eliminates or reduces surprises during
implementation and prepares the project
implementer to deal with eventualities and
reduce the probability of project failure. During
the year under review nearly 60% of major
projects and department activities were
covered, the aim is to reach 100% in the coming
year, this will mean that no activity or project to
be undertaken if there is no risk pro�le, if
funding is required the project would not be
approved until a risk pro�le is done.

Safety, Health, Environment and
Quality Management Systems
SR was ISO 9001 certi�ed in 2012 and since then
every year the organization successfully
retained the certi�cation after subjected to
annual surveillance audits. Adopting this
standard has had numerous bene�ts to SR. We
now have all our procedures and processes
documented and all our activities follow laid
down procedures to ensure quality output.
Documents and records are kept in orderly
fashion and easily retrievable at any time.
The Organization uses standardized forms
making it easy to trace and have complete
information for processing requests.
The safety of operations is very important for
the organization, unfortunately during this
�nancial year, in December, we suﬀered a fatal
accident resulting in the loss of a Train Driver
and serious injury to the Train Assistant. On
review of this fatal accident, which occurred at
Mpaka, Management installed de-railers to the
north and south of Mpaka station to divert
unauthorized trains from entering the station.
In addition, safety campaigns were intensi�ed
and the control of fatigue tightened.

The Future
Swaziland Railway will continue to strive for
excellence, the road could be bumpy, dusty,
long and winding but we will not be deterred
from the pursuit of excellence. Our primary
focus is customer ser vice because we
understand clearly that our reason for existence
is to serve our clients.

The health of the employees is another priority
concern, so is the occupational health relating
to working conditions, safety committees
continued to do their work at the shop �oor
supported by management at department and
section level, as well at top management level,
by providing the necessary resources to correct
c e r t a i n f a u l t s / d e fe c t s. Pre s e r v i n g t h e
environment is also priority, the organization
runs villages which produce waste and this
waste must be disposed properly and according
to the Swaziland Environmental Authority
requirements, SR has to comply with all the
regulations.
SWAZILAND RAILWAY

We will continue to seek ways to work safely and
involve everybody at all levels. The organization
can ill–aﬀord to let safety slide away because
injuries and loss of life is irreparable, so it goes
with loss of assets with which we generate
revenue and meet our clients demands.

S.Z NGUBANE
CEO
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Departmental
Performance Reports
2015 – 2016

Engineering

Operations, Commercial & Marketing

Human Resource Management & Development
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Annual Performance Report,
Engineering Department 2015 – 2016

Bhekithemba Dlamini
Director Engineering

r Management
r Maintenance
r Projects Update
SWAZILAND RAILWAY
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Annual Performance Report,
Engineering Department 2015 – 2016
¦

The department is responsible for the
provision and maintenance of
infrastructure and equipment.

¦

In this regard availability (Uptime) and
reliability (Quality) of the above is key to
the success of the business.

1.

Management

Phuzamoya which was planned for
completion on the 31st May 2015. The
Engineering Department successfully
completed the Engineering design for the
upgrade section between Sidvokodvo and
Phuzamoya. The Work Package 4 (WP4)
Engineering design was awarded to ED
Simelane and Associates through a tender.
Two major derailments were recorded in
the month of September 2015. On the 06th
September 2015 a derailment was
reported between km 201-208 where 7
container wagons derailed and damaged
customer goods. The railway line was not
spared as a result a re-railing team from
Transnet Engineering was recalled for
assistance with the rerailing. The line was
closed for about 3 days. The second
derailment was reported at Km 312 at
Mlawula where light locomotive ran into
wagons which were on the section. 3 high
sided DZ wagons and a locomotive were
damaged. The total estimated cost of the
two derailments is about E15 million.

The report covers departmental activities
for the period of 01stApril 2015 to 31st March
2016. The departmental performance
report includes signalling &
Telecommunications, Civil and Mechanical
Engineering Sections.
The Mechanical Engineer Mr Alfred
Nhlabatsi was promoted eﬀectively the 01st
February 2016 after successful completion
of his BTech degree in Mechanical
Engineering studies with the UNISA which
was fully sponsored by SR. The department
successfully recruited Mr Sandile K Dlamini
as the Civil Engineer with eﬀect from the
st
01 January 2016. Six Technicians in
Training were recruited two at Carriage and
Wagon, two at Works & Electrical and the
other two at Permanent Way.

The Engineering Department met with
CRCCAC team of Engineers on the 22nd
October 2015. CRCCAC and SR have signed
an MOA for Technical cooperation on WP4,
WP5 and Matsapha Kadake line. The team
of engineers were on a recognisance and
information gathering mission to assist
with the completion of the designs and
feasibility report.

th

SR Successfully participated in the 5
Annual Maintenance Shutdown on the
MMC (Mineral Mine and Chrome) corridor
th
which commenced on the 16 June 2015 –
th
25 June 2015.The overall recorded
performance was 122% for Swaziland
Railway and no major unsafe or
environmental related incidents were
reported. The total cost for the 2015
shutdown E 3 793 612-79.

On the 17th December 2015 four SR E3000
Locomotives manufactured by NRE
coming from Komatipoort were involved
in a head on collision with two TE
stationery Class 43 Locomotives at Mpaka
station. The collision resulted in the demise
of the locomotive Driver and the Assistant
was injured. The repairs of the four SR

The Civil Engineering section was engaged
with the Engineering design for the
upgrade section between Sidvokodvo and
SWAZILAND RAILWAY
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Annual Performance Report,
Engineering Department 2015 – 2016
locomotives which were involved in a head
on collision at Mpaka station on the 17th
December 2015 and all four were totally
grounded due to the magnitude of the
damages to the equipment. The four
locomotives estimated repair cost is about
E55 million and to be paid fully by the
underwriter.

Carriage and Wagons
Three Jambo Fuel wagons which were
damaged on a derailment have been
quoted for rehabilitation by Transnet
Engineering in JHB.
3.

The Engineering Department concluded
and facilitated the signing of the contract
of the acquisitioning of 90 SR wagons from
Transnet Engineering. The wagons are split
into two types, which is 40 new �atbed
container wagons and 50 rehabilitated
Fuel wagons (25 diesel and 25 petrol). The
90 wagons are planned to be delivered in
two stages were the �rst batch of 45
wagons equalling 50% of the paid amount
was delivered and signed oﬀ on the 31st
March 2016 comprising of 20 new �atbed
wagons and 25 rehabilitated fuel tank
wagons.
2.

Projects Update
The following below listed projects have
been/being implemented by the
department;
3.1

The Swaziland Rail Link FEL – 3
(feasibility) project was completed.
The gate review was conducted and
amendments made on the report as
addendum. The next stage of the
project is the early works which
covers the resettlements of aﬀected
homes and exhumation of graves
along the proposed route. Planning
for FEL – 4 has commenced with all
the work streams. The project
Feasibility study and gate review
was approved by SR Board and
Cabinet of Swaziland.

Maintenance
Planned preventative and reac tive
maintenance activities were successfully
carried out in the three sections namely
S&T, Civil and Mechanical Engineering.
Infrastructure and equipment availability
levels were kept above 95% average
during the period under review, despite
sudden changes to extreme weather
conditions.
The Eastern Section of the line was the least
attended at an average; 5% of the total
daily times assigned to this section. The
Southern Section was the most attended,
with 38% of the total daily times assigned
to these sections.

SWAZILAND RAILWAY
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Swaziland Rail Link

3.2

Mpaka & Pumane Station and
crossing loop lengthening
The mineral Mining and Chrome
corridor from Phalabor wa to
Richards Bay has taken a decision to
run 150 wagons trains. To cross the
longer trains SR has approved a
project to remodel and lengthen
the two critical station and crossing
loop. A budget has been set aside to
cover the engineering designs and
construction of the station and

ANNUAL REPORT 2016

Annual Performance Report,
Engineering Department 2015 – 2016

3.3

loop. The engineering design
tender speci�cations have been
developed and tenders have been
�oated for Request for Proposals
(RFP). The project is currently at
adjudication stage by SR Tender
Board once completed awards for
designs will be sanctioned.
Wagons acquisitioning
45 Wagons of the 90 ordered have
been delivered and signed oﬀ by SR
af ter an intensive protot ype
agreement for manufacturing of
the batch. The wagons are
manufactured to AAR standard and
fully �tted with dual braking system
which is air and vacuum. The
container �atbed are �tted with
Bathtubs for container antitheft
protection.

3.4

Ballast Acquisition
9m3 of Ballast speci�ed for the SR
mainline was ordered for delivery
f ro m t wo s u p p l i e r s w h i c h i s
Mbabane Quarry and Kwalini. 50%
split on the supply between the two
suppliers and delivered at
Phuzumoya and Mpaka material
yard.

SWAZILAND RAILWAY
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Acquisition two Derailers and 3
Turnout Sets
The engineering department in
th
response to the accident of the 17
December where 6 locomotives
were damaged in the head on
collision and one fatality has
�nalised the designs and ordered
the two stock and switch derailers
to be installed on the mainline at
Mpaka Station facing points for
protection of the station and staﬀ at
work inside the station.

3.7

Ubombo Sugar Spur
The proposed spur line to the
Ubombo sugar mill study which
was initially conducted by Jeﬀers
and Green is delayed. An added
scope of the feasibility was required
to cover the bridge for the
completion of the study. Guidance
was sought from the tender board
to re-engage J&G to complete the
study in view that it was 90%
complete.

Construc tion of workshop
structure for cement wagons
The project was awarded to Steel
and Wire International. Fabrication
of the steel structure has
commenced and construction is
planned for completion in March
2016.

3.5

3.6

3.8

Traction workshop Upgrade
The traction workshop upgrade has
been completed. The workshop
upgrade scope was to install a 20
tonnes Crane and acquisition of four
Ya l e Pn e u m a t i c l i f t i n g j a c k s.
Currently the workshop is equipped
and certi�ed to carry an A, B and C
Locomotive service maintenance.
With the acquisitioning of 5 new
locomotives there was a need to
upgrade the workshop for a D
service.
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Operations and Marketing Department
Annual Report For 2015/16 Financial Year

Sam Mzileni
Director Operations Commercial & Marketing

r Regional Participation
r Operational Performance
r Train Operations
r ICD/ Dry Port
r Commercial
r Marketing and Customer Visit
r Challenges
SWAZILAND RAILWAY
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Operations and Marketing Department
Annual Report For 2015/16 Financial Year

The Operations and Marketing Department (O&M) continued with
implementing the Turn Around for Growth Strategy 2014-2019 during the
year under review. The same goes for the SR Marketing Plan and Strategy
which was developed and continues to be successfully implemented. In terms
of the company strategy the departmental vision and mission is as follows;

Vision
“To be an excellent provider of reliable train services in a cost eﬀective manner”

Mission
To provide predictable rail service and total logistics solutions through;
• eﬀective and eﬃcient internal processes
• competent and productive HR
• �awless equipment and technology
• Competitive pricing
• Optimizing strategic alliances for mutual �ene�ts.

SWAZILAND RAILWAY
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Operations and Marketing Department
Annual Report For 2015/16 Financial Year
Operational Performance
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7,507,937

The department saw an improvement in service delivery and eﬃciency during the year under
review as depicted below. It can be seen that performance has recovered from last �nancial year
2014/15.

SR Total Tonnage performance over the years

A milestone was made when the 2nd quarter and 3rd quarter both performed well exceeding
budgeted performance. The main traﬃc streams are as follows;
q Imports - Cement , Motor vehicles, Wheat, general goods
q Exports – General goods (bagged sugar and Ethanol), textile and apparel, Canned Fruits,
Coal
q Transit Traﬃc – Containers, Rock Phosphate, Magnetite, copper, fuel and vermiculite ore
Tonnage Performance

Tonnage performance of diﬀerent traﬃc streams over the years

SWAZILAND RAILWAY
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Operations and Marketing Department
Annual Report For 2015/16 Financial Year
Revenue Performance
The total revenue from 2015/16 sales was E268M versus E245M annual budget. Moreover, it was
higher than previous �nancial year's revenue of E240M as depicted below.

Revenue performance for 2015/16

Transit revenue was above budget by 10%
E18.635 million, while Imports above budget by
11% or E2.066 million and ICD above by 34% or
E3.922 million. Exports performed below
budget by 6% or E1.644 million and
contributing to the below budget performance
was bulk sugar and canned fruit which is
attributable to drought.
Train Operations
The section is responsible for train and cargo
movement and including the planning and
control of trains. In an eﬀort to meet demand

SWAZILAND RAILWAY

the Section saw the hiring of Train Assistants
and 15 Shunters during the year under review.
There was an increased �ow of trains under the
year in review. There were 3431 trains operated
and 9273 engines with 226 282 wagons used
during the year under review.
Unfortunately, there were 18 incidents during
operations and one resulting in a fatality in the
month of December 2015. In an eﬀort to curb
incidents the Department is working hand in
hand with SHEQ to mitigate against incidents
and fostering of an incident free culture.
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Operations and Marketing Department
Annual Report For 2015/16 Financial Year

ICD/ Dry Port

Marketing and Customer Visit

Recommendations from an eﬃciency
benchmarking exercise were implemented in
the year under review which saw an
improvement in �nancial performance and
operations e.g. the year under review saw 13
190 TEUs being handled versus 9526 TEUs in the
previous �nancial year. The ICD performed 43%
above budget during the year under review and
there is increased demand of this service. Future
plans are to expand the ICD further to cater for
increased demand and make it a world class
facility by reviewing its operational capabilities.
To comply with SRA's requirements the ICD
Team was trained on ASSYCUDA.

There has been increased visibility by the SR
Management and stakeholder engagements
initiatives through milestone events such as the
SR Breakfast, Annual Golf Day and the usual
Customer Visits.

In an eﬀort to ensure integrity and reliability of
systems the facility saw a change in security
contractor.

SWAZILAND RAILWAY

Challenges
In order to address most of the challenges faced
by the Department internally and in the market
place, the department conducted a selfassessment exercise which also came up with a
list of treatments for the identi�ed challenges.
This exercise spoke of strategy matters and
including risk assessment. It is hoped that once
mitigating measures are put in place there will
not be a need for deviation management.
Pilferage and claims for lost tarps are a concern
and there are plans to engage with various
stakeholders to mitigate against these
challenges.
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Human Resource Management & Development
Annual Report For 2015/16 Financial Year

Bonginkhosi Nsingwane
Director Human Resources & Development

r Human Capital Development
r Employee Relations
r Performance Management
r Employee Wellness.
SWAZILAND RAILWAY
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Human Resource Management & Development
Annual Report For 2015/16 Financial Year
Human Capital Development

all �ve depar tments, who have made
commendable improvements and value add in
the speci�c areas that need to be capacitated
with contemporary skills. The company has
achieved improved productivity through the
GITs and Trainees by enhancing on continued
mentorship and coaching

In pursuit of the quest to “lead in providing total
quality rail transport and logistics solutions in the
region and beyond” the company gave much
focus on Training and Development of our
workforce, with much emphasis on the
technical side, consisting mainly of the
Engineering and Operations Departments.
In the 2015/16 �nancial year, an estimated E4
m i l l i o n w a s i nve s t e d i n Tr a i n i n g a n d
Development. These funds were shared
between the technical training and leadership
development programmes. For the leadership
development programme, a total of 15
supervisors were enrolled at Mananga College
for an intensi�ed and learner engaged
Supervisory Development Programme. The
purpose of this initiative was to create and
develop a pool of future leaders of the
organisation. Strategically, the development of
the super visors seeks to enhance the
leadership capability to drive the strategic
imperatives of the company and to help
develop and sustain quality leadership in order
to a cce l e rate t h e a gi l i t y towa rd s t h e
achievement of our strategic mandates.

Employee Relations
The company has continued to develop
eﬀective relationships with its Social Partners
through meaningful relationship building
sessions as a platfor m for creatin g a
harmonious and enabling work environment
for employees. This initiative culminated to the
signing of a relationship charter during the
course of the year.
All the employees in the company were work
shopped about the essence of the charter,
which was marketed through a consensually
formed tagline of “OWN IT” for the relationship
charter. The thrust of the charter was to
demonstrate a pledge by all the parties,
namely Management, the Staﬀ Association
and the Union as a commitment to the
development of the relationship. Key amongst
the commitments is the realization that
dialogue is critically important and parties
need to balance the needs of their respective
constituencies and the overarching goal of
sustainable growth of the business.

The Train Operations continued to be a focal
area of development through the structured
Human Capital Development function. As an
endeavor to create a wider labour pool of
specialized individuals in the �eld of transport
logistics, train driving and fabrication, the
company established strategic alliances with
local and international learning institutions
such as Transnet School of Rail, VOCTIM and
MITC. Through these alliances, the company
will be able to cultivate the competencies that
a r e s p e c i � c t o t h e r a i l w a y i n d u s t r y.
Furthermore, the company engaged a total of
17 Graduate-in-Training and/or Trainees across

SWAZILAND RAILWAY

No doubt, the fruitfulness of the relationship
between the stakeholders was evidenced by
the meaningful dialogues, the early detection
and resolution of labour disputes at shop �oor,
the training of shop stewards and ultimately
the exercising of transparency, integrity,
respect and professionalism when engaging in
the respective consultative forums. We can
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Human Resource Management & Development
Annual Report For 2015/16 Financial Year
Employee Wellness

only look forward to the joint collaboration
growing in leaps and bounds into the next
�nancial year.

The Organization managed to build a suitable
�t for purpose gym at Mpaka for all SR
employees to access. This was done as part of
our wellness strategy which will help eradicate
f at i g u e a n d a s s i s t i n m i n i m i z i n g a n d
controlling of chronic illnesses. The program
spread towards other stations where we
ensured that employees are provided with a
gym subsidy for them to subscribe with a gym
of their own choice closest to their proximity.
Furthermore, SR appointed an HIV/AIDS
Committee to help in the �ght against
HIV/AIDS transmission. This committee
constitutes of active ambassadors of the
ambitious National target of 90:90:90 set by
UNAIDS aiming at ending this epidemic, by
2020. The Committee is meant to mitigate the
impact of the HIV/AIDs pandemic in the
workplace and the emphasis is on living
responsibly by generally taking care of one's
health and peer educators play a pivotal role in
the education campaigns.

Performance Management
The Balance Scorecard was identi�ed in the
previous year as the performance measuring
system to be adopted by SR. During this
�nancial year, the company managed to
develop a Corporate Scorecard and
Departmental Scorecards based on the
Balanced Scorecard (BSC) system.
All managers were trained about the Balanced
Scorecard system as a per formance
management and measurement tool. The
company further developed a Rewards &
Recognition policy to incentivize superior
performance. Swaziland Railway will continue
to drive for the creation of a collective culture
of high performance.

Manning levels
DEPARTMENT

AUTHORIZED
COMPLEMENT

Engineering

47

Operations & Marketing

260

Human Resources

30

Finance

24

CEO's Oﬃce

18

SR Link

4

TOTAL

383

SWAZILAND RAILWAY

The �nancial year ended with a total of 383
employees, which is a steady growth to
enhance the company capability to achieve the
strategic objectives. Much focus was placed in
the Engineering Department to engage
Trainees and Graduates in Training to mitigate
the imminent skills loss due to an aging
workforce that will retire almost in the same
year.
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STATEMENT OF RESPONSIBILITY BY THE BOARD OF DIRECTORS

for the year ended 31 March 2016

The board of Directors is responsible for the preparation and fair presentation of the �nancial
statements, comprising the statement of �nancial position at 31 March 2016 and the statements of
comprehensive income, changes in equity and cash �ows for the year then ended, and the notes to
the �nancial statements which include a summary of signi�cant accounting policies and other
explanatory notes and the Directors' report, in accordance with International Financial Reporting
Standards and in the manner required by the Swaziland Railway Act of 1962, as amended.
The directors are also responsible for such internal control as the directors determine is necessary
to enable the preparation of �nancial statements that are free from material misstatement,
whether due to fraud or error, and for maintaining adequate accounting records and an eﬀective
system of risk management as well as for the preparation of the supplementary schedules included
in these �nancial statements.
The directors have made an assessment of the entity's ability to continue as a going concern and
have no reason to believe that Swaziland Railway will not be a going concern in the year ahead.
The auditors are responsible for reporting on whether the �nancial statements are fairly presented
in accordance with International Financial Reporting Standards and in the manner required by the
Swaziland Railway Act of 1962 as amended.
Approval of the �nancial statements
The �nancial statements set out on pages 4 to 50 were approved by the board of directors on 4
August 2016 and are signed on its behalf by:

S Ngubane – Chief Executive Oﬃcer

S Dlamini - Director

Z Gina - Chairman

SWAZILAND RAILWAY
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INDEPENDENT AUDITOR'S REPORT

To the Minister of Public Works and Transport and the Board of Directors of Swaziland Railway

We have audited the �nancial statements of Swaziland Railway which comprise the statement of
�nancial position at 31 March 2016, the statements of comprehensive income, changes in equity
and cash �ows for the year then ended, and the notes to the �nancial statements which include a
summary of signi�cant accounting policies and other explanatory notes, and the Directors'
report as set out on pages 4 to 49.
Director's responsibility for the �nancial statements
The Board of Directors of Swaziland Railway is responsible for the preparation and fair
presentation of these �nancial statements in accordance with International Financial Reporting
Standards and in the manner required by the Swaziland Railway Act of 1962 as amended, and for
such internal control as the Directors determine is necessary to enable the preparation of
�nancial statements that are free from material misstatement, whether due to fraud or error.
Auditor's responsibility
Our responsibility is to express an opinion on these �nancial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance whether the �nancial statements are free from material misstatement.
An audit involves performing procedures to obtain evidence about the amounts and disclosures
in the �nancial statements. The procedures selected depend on the auditor's judgement,
including the assessment of the risks of material misstatement of the �nancial statements
whether due to fraud or error. In making those risk assessments, the auditor considers internal
control relevant to the entity's preparation and fair presentation of the �nancial statements in
order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the eﬀectiveness of the entity's internal control. An audit
also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the �nancial statements.
We believe that the audit evidence we have obtained is suﬃcient and appropriate to provide a
basis for our audit opinion.
Opinion
In our opinion, these �nancial statements present fairly, in all material respects, the �nancial
position of Swaziland Railway at 31 March 2016 and its �nancial performance and cash �ows for
the year then ended in accordance with International Financial Reporting Standards, and in the
manner required by the Swaziland Railway Act of 1962, as amended.

SWAZILAND RAILWAY
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INDEPENDENT AUDITOR'S REPORT (continued)

To the Minister of Public Works and Transport and the Board of Directors of Swaziland Railway

Other matters
The supplementary information set out on pages 50 and 51 does not form part of the �nancial
statements and is presented as additional information. We have not audited this schedule and
accordingly do not express an opinion on it.

Auditors

SWAZILAND RAILWAY
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DIRECTORS' REPORT

for the year ended 31 March 2016

The Directors have pleasure in presenting their report and the audited �nancial statements of
Swaziland Railway for the year ended 31 March 2016.
NATURE OF BUSINESS
Swaziland Railway is a parastatal which is wholly owned by the Government of the Kingdom of
Swaziland.
Swaziland Railway is governed by the Railway Act of 1962, as amended.
Swaziland Railway owns railway infrastructure and controls local and international rail
transportation in Swaziland.
CORPORATE GOVERNANCE
The Swaziland Railway Board of Directors (“the Board”) provides strategic direction to Swaziland
Railway taking into account, amongst others, the need to foster sound corporate governance and a
vigilant risk management process.
Swaziland Railway has a unitary Board structure with separate and distinct roles and responsibilities
for the non-executive Chairman and the Chief Executive Oﬃcer. The directors are appointed by the
owner (Swaziland Government: Minister of Public Works and Transport) for a three-year term.
Overall accountability and responsibility for the control and strategic direction of Swaziland
Railway resides with the Board. To facilitate the eﬀective discharge of such responsibility, directors
have unrestricted access to all information, records, and documents. Further, the mandates of the
Board and its sub-committees entitle directors the right to take independent advice at Swaziland
Railway's expense. Also, to enhance the abilities of directors, provision is made for a director to
attend such training and development programmes as would better equip him or her to discharge
his or her responsibilities to Swaziland Railway.
Directors
The Board comprises of 7 directors. The Chief Executive Oﬃcer of the Railway is the only executive
director on the Board. The non-executive directors may, in the main, be regarded as independent
directors.
Board Meetings
The corporate calendar for the Board is approved annually in advance, taking into account the
Board programme for the year.
The Board meets, as a minimum, four times a year.
Board sub-committees
In order to ensure eﬀective corporate governance, give attention to providing support to the
executives and exercise appropriate oversight, the Board has three sub-committees in place. These
are the Audit, Remuneration and Investment Committees.
SWAZILAND RAILWAY
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DIRECTORS' REPORT (continued)

for the year ended 31 March 2016

CORPORATE GOVERNANCE (continued)
Board sub-committees (continued)
Certain of the functions of the Board are delegated to these sub-committees. The terms of reference
of the sub-committees are contained in the sub-committees' mandates. These mandates set out
the sub-committees' powers, functions, responsibilities, reporting mechanisms and authority to
act. The Board, however, remains accountable.
The members of the sub-committees are all non-executive directors and, in respect of the Audit
Committee, they possess the requisite �nancial skills.
Internal audit
A well-established internal audit department is in place and operates in accordance with the
internal audit charter approved by the board. The internal audit department reports to the Audit
Committee at least four times a year.
EAST/WEST LINE REHABILITATION AND VALUATION OF INFRASTRUCTURAL ASSETS
During the 2003/2004 �nancial year, Swaziland Railway completed the rehabilitation of the
East/West line at a total cost of E123, 975,938. While performing the rehabilitation, some assets were
replaced, while others were modi�ed. At the completion of the exercise, it became diﬃcult to
determine the cost of assets removed and the cost of assets modi�ed, and therefore the cost of the
East/West line as a whole could not be determined.
As a consequence of the above, Swaziland Railway resolved to carry out an engineering valuation of
the entire infrastructure. The applicable valuation method is the depreciated replacement cost as
the assets of the Railway are highly specialised and their market value is not readily available.
Swaziland Railway completed the valuation during the year ending 31 March 2013. The valuation
has considered depreciated replacement cost and value in use for the year ending 31 March 2013.
This has resulted in Swaziland Railway's property, plant and equipment being valued at E1.78
billion, with a net notional revaluation surplus of E1.53 billion after considering the carrying
amount of the assets which was E 256 million in the valuation year (2013).
ACCIDENT INVOLVING SWAZILAND RAILWAY LOCOMOTIVES
During the �nancial year, the four Swaziland Railway locomotives were involved in an accident and
required substantial amounts of repair. The costs of repairs will be borne by Railway's insurers. No
impairment loss has been provided for in the �nancial statements at year end as the insurance
company has agreed to compensate the entity for its “loss of revenue” arising from the accident.
Subsequent to year end, two of the locomotives have successfully been repaired and await
collection from the engineering company doing the repairs. The remaining two locomotives are
also at an advanced stage of completion. Management expect all locomotives to be fully
operational before the end of September 2016.
SWAZILAND RAILWAY
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DIRECTORS' REPORT (continued)

for the year ended 31 March 2016

SUBSEQUENT EVENTS
No matter which is material to the �nancial aﬀairs of Swaziland Railway, has occurred between the
reporting date and the date of approval of the �nancial statements.
Subsequent to year end, management has negotiated with Thelo Engineering on the restructuring
of the �nance lease payments. The new agreement is quoted in local currency (Swaziland
Lilangeni). The new agreement date was on 1 June 2016.
GOING CONCERN
The directors have made an assessment on the ability of Swaziland Railway to continue as a going
concern and have no reason to believe that the business will not be able to continue as a going
concern in the foreseeable future.
DIRECTORS
The directors of Swaziland Railway during the year were:
F Dlamini
S Ngubane
R Mamogobo
D K. Dlamini
T Mlangeni
S Dlamini
T Tshabalala

Chairperson
Chief Executive Oﬃcer
Member
Member
Member
Member
Member

With eﬀect from 1 June 2016 the shareholder has appointed a replacement board to serve a
term of three years as follows:
Z Gina
S Ngubane
S Dlamini
K Mlangeni-Kudiabor
J Mzungu
V Masilela
A Mngomezulu
M Dlamini

Chairperson
Chief Executive Oﬃcer
Member
Member
Member
Member
Member
Member

The appointment of two representatives from the Swazi nation was still pending at the date of
approval of the �nancial statements.
SECRETARY - MINUTES
P Sikhondze

SWAZILAND RAILWAY
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DIRECTORS' REPORT (continued)

for the year ended 31 March 2016

REGISTERED OFFICE
Postal address
Swaziland Railway
P.O. Box 475
Mbabane

Physical address
Swaziland Railway Building
Dzeliwe Street
Mbabane

AUDITORS
KPMG are the independent auditors of Swaziland Railway.
Postal Address
KPMG
P O Box 331
Mbabane

Physical address
Umkhiwa House
Lot 195 Kal Grant Street
Mbabane

BANKERS AND INVESTEES
Postal address

Physical address

Nedbank (Swaziland) Limited
P O Box 68
Mbabane

Nedbank Swaziland
Nedbank Centre
Swazi Plaza

STANLIB Swaziland
P O Box A294
Swazi Plaza

Ingcamu Building
Mhlambanyatsi Road
Mbabane

Standard Bank Swaziland
P O Box A294
Swazi Plaza

Corporate Place Building
Swazi Plaza
Mbabane

Swaziland Building Society
P O Box 300
Mbabane

Cnr Mdada & Dzeliwe Streets
Mbabane

African Alliance Swaziland
P O Box 5727
Mbabane

Nedbank Centre
Cnr Dr. Sishayi & Sozisa Roads
Swazi Plaza

Inhonhla
P O Box 239
Swazi Plaza

Development House
Swazi Plaza
Mbabane

SWAZILAND RAILWAY
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DIRECTORS' REPORT (continued)

for the year ended 31 March 2016

LAWYERS
Postal address

Physical address

Robinson Bertram
P O Box 24
Mbabane

Robinson Bertram
Lot 44 and 45 Ingcongwane Building
Gwamile Street
Mbabane
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STATEMENT OF COMPREHENSIVE INCOME

for the year ended 31 March 2016
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STATEMENT OF FINANCIAL POSITION

at 31 March 2016
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STATEMENT OF CHANGES IN EQUITY

6 869 228

for the year ended 31 March 2016

SWAZILAND RAILWAY

36

ANNUAL REPORT 2016

SWAZILAND RAILWAY

37

ANNUAL REPORT 2016

STATEMENT OF CASH FLOWS

for the year ended 31 March 2016
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

for the year ended 31 March 2016

1

General information
Swaziland Railway is a parastatal which is wholly owned by the Government of the Kingdom of
Swaziland.
Swaziland Railway was established and is governed by the Swaziland Railway Act of 1962, as
amended.
Swaziland Railway owns railway infrastructure and controls local and international rail
transportation in Swaziland.

2

Summar� of signi�cant accounting policies
The principal accounting policies applied in the preparation of these �nancial statements are
set out below. These policies have been consistently applied to all the years presented, unless
otherwise stated.

2.1

Statement of compliance and basis for preparation
The �nancial statements of Swaziland Railway have been prepared in accordance with
International Financial Reporting Standards (IFRS) and in the manner required by the
Swaziland Railway Act of 1962, as amended.
The �nancial statements have been prepared on the historical cost basis except for �nancial
assets valued at fair value.

2.1.1 Use of judgements and estimates
The preparation of �nancial statements requires management to make judgements, estimates
and assumptions that aﬀect the application of accounting policies and the reported amounts
of assets, liabilities, income and expenses. Actual results may diﬀer from these estimates.
Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised and in any
future periods aﬀected.
In particular, information about signi�cant areas of estimation uncertainty and critical
judgements in applying accounting policies that have the most signi�cant eﬀect on the
amounts recognised in the �nancial statements are described in the following notes:
·
·
·
·
·

Note 4 – Fair value measurements
Note 11 and 12 – Depreciation, useful lives and residual values of property, plant and
equipment and investment property.
Note 15 – Trade and other receivables
Note 22 - Provisions
Note 30 – Contingencies
SWAZILAND RAILWAY
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

for the year ended 31 March 2016

2.1.2 Going concern
Swaziland Railway meets its day-to-day working capital requirements through the use of its
cash reserves and bank facilities. Forecasts and projections, taking account of reasonably
possible changes in trading performance, show that the entity should be able to operate
within the level of its current resources and facilities. After making enquiries, the directors
have a reasonable expectation that the entity has adequate resources to continue in
operational existence for the foreseeable future. Swaziland Railway therefore continues to
adopt the going concern basis in preparing its �nancial statements.
2.1.3 New standards and interpretations issued but not yet eﬀective
A number of new standards and amendments to standards and interpretations are eﬀective
for the �nancial year beginning on 1 April 2016 (and beyond), and have not been early
adopted. None of these are expected to have a signi�cant eﬀect on the �nancial position.
The relevant Standards and Interpretations which are not yet eﬀective for the 31 March 2016
year end are identi�ed in the table below.
Eﬀective date
Periods beginning on
or after

Standard/Interpretation
IFRS 14
IFRS 11
IAS 16 and IAS 38
IAS 27

Regulatory Deferral Accounts

1 January 2016

Accounting for Acquisition of Interest in Joint
operations
Classi�cation of Acceptable Methods of Depreciation
and Amortisation
Equity Method in Separate Financial Statements

1 January 2016
1 January 2016
1 January 2016

IFRS 10, IFRS 12
and IAS 28

Sale on Contribution of Assets between and Investor
and its Associate or Joint Venture
Investment Entities: Applying the Consolidation
Exception

IAS 1

Disclosure Initiative

1 January 2016

IAS 7

Disclosure amendments

1 January 2017

IAS 12

Recognition of Deferred Tax Assets for unrealised
losses

1 January 2017

IFRS 15

Revenue from contract customers

1 January 2018

IFRS 9

Financial instruments

1 January 2018

IFRS 16

Leases

1 January 2018

IFRS 10 and IAS 26

1 January 2016
1 January 2016

Swaziland Railway does not intend to early adopt these standards. Management are in the process
of performing a more detailed assessment of the impact of these standards.

SWAZILAND RAILWAY
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

for the year ended 31 March 2016

2.2

Revenue recognition
Revenue is recognised when it is probable that the economic bene�ts associated with the
transaction will �ow to the Railway and the amounts of revenue can be reliably measured.
(a)

Transportation and other related services
Transportation and other related services revenue (that is revenue from importation
and exportation and also trains in transit) is recognised in pro�t or loss by reference to
the stage of completion of transactions at the reporting date.

(b)

Rental income
Revenue arising from the rental of property is recognised on an accruals basis in
accordance with the substance of the relevant agreements.

(c)

Interest income
Interest income is recognised on a time-proportion basis using the eﬀective interest
rate method. When a receivable is impaired, Swaziland Railway reduces the carrying
amount to its recoverable amount, being the estimated future cash �ow discounted at
the original eﬀective interest rate of the instrument, and continues unwinding the
discount as interest income. Interest income on impaired loans is recognised either as
cash is collected or on a cost–recovery basis as conditions warrant.

2.3 Property, plant and equipment
Property, plant and equipment is stated at cost less accumulated depreciation and
impairment losses. Subsequent costs are included in the asset's carrying amount or
recognised as a separate asset, as appropriate, only when it is probable that future economic
bene�ts associated with the item will �ow to Swaziland Railway and the cost of the item can
be measured reliably. All other repairs and maintenance are charged to pro�t or loss during
the �nancial period in which they are incurred.
Depreciation is calculated on the straight line method to write oﬀ the cost of each asset (less
its residual value) over its estimated useful life. Depreciation is charged in full in the year of
disposal.
The estimated useful lives are as follows:
Buildings
Rolling stock
Infrastructural assets
Plant, machinery and furniture
Motor vehicles

SWAZILAND RAILWAY
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20 - 40 Years
20 - 100 Years
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

for the year ended 31 March 2016

2.3 Property, plant and equipment (continued)
Depreciation is not charged on land and certain Infrastructural Assets consisting mainly of
earthworks, tunnels, roads and bridges and culverts. The cost of maintenance of these assets
is written-oﬀ as it is incurred. Depreciation is charged on major projects from the time they are
commissioned (when the asset is in the location and condition necessary for it to be capable
of operating in the manner intended by management).
An asset's carrying amount is written down immediately to its recoverable amount if the
asset's carrying amount is greater than its estimated recoverable amount.
Gains and losses on disposals are determined by comparing proceeds with the carrying
amount. These are included in the pro�t or loss. When revalued assets are sold, the amounts
included in other reserves are transferred to retained earnings.
2.4 Investment property
Investment property is property held either to earn rental income or for capital appreciation
or for both, rather than for:
•
•
•

sale in the ordinary course of business;
use in the production or supply of goods or services; or
for administrative purposes.

Investment property is recognised as an asset when it is probable that the future economic
bene�ts or service potential that are associated with the investment property will �ow to
Swaziland Railway, and the cost or fair value of the investment property can be measured
reliably.
Investment property is stated at cost less accumulated depreciation. Transaction costs are
included in the initial measurement.
Costs include costs incurred initially and costs incurred subsequently to add to, or to replace a
part of, or service a property. If a replacement part of a property is recognised in the carrying
amount of the investment property, the carrying amount of the replaced part of a property is
derecognised.
Where investment property is acquired at no cost or for a nominal cost, its cost is its fair value
as at the date of acquisition.
Investment property is derecognised on disposal or when the investment property is
permanently withdrawn from use and no future economic bene�ts or service potential is
expected from the investment property.
Compensation from third parties for investment property that was impaired, lost or given up
is recognised in pro�t or loss when the compensation becomes receivable.
SWAZILAND RAILWAY
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

for the year ended 31 March 2016

2.5 Impairment of non��nancial assets
At each reporting date, Swaziland Railway reviews the carrying amounts of its non-�nancial
assets (other than inventories and deferred tax assets) to determine whether there is any
indication of impairment. If any such indication exists, then the asset's recoverable amount is
estimated.
For impairment testing, assets are grouped into the smallest group of assets that generates
cash in�ows from continuing use that are largely independent of the cash in�ows of other
assets or Cash Generating Units (“CGU's”).
The recoverable amount of an asset or CGU is the greater of its value in use and its fair value
less costs to sell. Value in use is based on the estimated future cash �ows, discounted to their
present value using a pre-tax discount rate that re�ects current market assessments of the
time value of money and the risks speci�c to the asset or CGU.
An impairment loss is recognised if the carrying amount of an asset or CGU exceeds its
recoverable amount.
An impairment loss is reversed only to the extent that the asset's carrying amount does not
exceed the carrying amount that would have been determined, net of depreciation, if no
impairment loss had been recognised.
2.6 Foreign currency translation
(a)

Functional and presentation currency
Items included in the �nancial statements are measured using the currency of the
primary economic environment in which the entity operates ('the functional currency').
The �nancial statements are presented in 'Emalangeni' (E), rounded to the nearest one,
which is also Swaziland Railway's functional currency.

(b)

Transactions and balances
Foreign currency transactions are translated into the functional currency using the
exchange rates prevailing at the dates of the transactions or valuation where items are
re-measured. Foreign exchange gains and losses resulting from the settlement of such
transactions and from the translation at year-end exchange rates of monetary assets
and liabilities denominated in foreign currencies are recognised in pro�t or loss, except
when deferred in other comprehensive income as qualifying cash �ow hedges and
qualifying net investment hedges.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

for the year ended 31 March 2016

2.6 Foreign currency translation (continued)
(b)

Transactions and balances (continued)
All foreign exchange gains and losses are presented in pro�t or loss. Changes in the fair
value of monetary securities denominated in foreign currency classi�ed as available for
sale are analysed between translation diﬀerences resulting from changes in the
amortised cost of the security and other changes in the carrying amount of the security.
Translation diﬀerences related to changes in amortised cost are recognised in pro�t or
loss, and other changes in carrying amount are recognised in other comprehensive
income. Translation diﬀerences on non-monetary �nancial assets and liabilities such as
equities held at fair value through pro�t or loss are recognised in pro�t or loss.
Translation diﬀerences on non-monetary �nancial assets, such as equities classi�ed as
available for sale, are included in other comprehensive income.

2.7 Financial assets
The Railway classi�es its �nancial assets in the following categories: at fair value through
pro�t or loss, loans and receivables, held-to-maturity and available for sale.
The classi�cation depends on the purpose for which the �nancial assets were acquired.
Management determines the classi�cation of �nancial assets at initial recognition.
(a)

Financial assets at fair value through pro�t or loss
This category has two sub-categories: �nancial assets held for trading, and those
designated at fair value through pro�t or loss at inception. A �nancial asset is classi�ed
in this category if acquired principally for the purpose of selling in the short term or if so
designated by management. Derivatives are also categorised as held for trading unless
they are designated as hedges. Assets in this category are classi�ed as current assets if
they are either held for trading or are expected to be realised within 12 months of the
reporting date.

(b)

Loans and receivables
Loans and receivables are non-derivative �nancial assets with �xed or determinable
payments that are not quoted on an active market. They arise when Swaziland Railway
provides money, goods or services directly to a debtor with no intention of trading the
receivable. They are included in current assets, except for maturities greater than 12
months after the reporting date. These are classi�ed as non-current assets. Loans and
receivables are included in trade and other receivables in the statement of �nancial
position.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

for the year ended 31 March 2016

2.7 Financial assets (continued)
(c)

Held-to-maturity investments
Held-to-maturity investments are non-derivative �nancial assets with �xed or
determinable payments and �xed maturities that Swaziland Railway's management
has the positive intention and ability to hold to maturity.

(d)

Available-for-sale �nancial assets
Available-for-sale �nancial assets are non-derivate �nancial assets that are either
designated in this category or not classi�ed in any of the other categories. They are
included in non-current assets unless management intends to dispose of the
investment within 12 months of the reporting date.

Purchases and sales of investments are recognised on trade-date, the date on which
Swaziland Railway commits to purchase or sell the assets. Investments are initially
recognised at fair value plus transaction costs for all �nancial assets not carried at a fair value
through pro�t or loss. Investments are derecognised when the rights to receive cash �ows
from the investments have expired or have been transferred and Swaziland Railway has
transferred substantially all risks and rewards of ownership. Available-for-sale �nancial
assets and �nancial assets at fair value through pro�t or loss are subsequently carried at fair
value. Loans and receivables and held-to-maturity investments are carried at amortised cost
using the eﬀective interest method. Realised and unrealised gains and losses arising from
changes in the fair value of the '�nancial assets at fair value through pro�t or loss' category are
included in pro�t or loss in the period in which they arise. Unrealised gains and losses arising
from changes in the fair value of non-monetary securities classi�ed as available-for-sale are
recognised in funds. When securities classi�ed as available-for-sale are sold or impaired, the
accumulated fair value adjustments are included in pro�t or loss.
The fair values of quoted investments are based on current bid prices. If the market for a
�nancial asset is not active, (and for unlisted securities), the Railway establishes fair value by
using valuation techniques. These include the use of recent arm's length transactions,
reference to other instruments that are substantially the same, discounted cash �ow analysis,
and option pricing models re�ned to re�ect the issuer's speci�c circumstances.
The Railway assesses at each reporting date whether there is objective evidence that a
�nancial asset or a group of �nancial assets is impaired. In the case of securities classi�ed as
available for sale, a signi�cant or prolonged decline in the fair value of the security below its
cost is considered in determining whether the securities are impaired. If any such evidence
exists for available-for-sale �nancial assets, the cumulative loss – measured as the diﬀerence
between the acquisition cost and the current fair value, less impairment losses on that
�nancial asset previously recognised in pro�t or loss – is removed from funds and recognised
in the statement of comprehensive income. Impairment losses originally recognised in pro�t
or loss are reversed through pro�t or loss.
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2.8 Cash and cash equivalents
Cash and cash equivalents include cash on hand, deposits held on call and other short-term
highly liquid investments with original maturities of three months or less.
In the statement of cash �ows, cash and cash equivalents includes bank overdrafts that are
repayable on demand and form an integral part of Swaziland Railway's cash management.
2.9 Provisions
Provisions are recognised when Swaziland Railway has a present legal or constructive
obligation as a result of past events; it is more likely than not that an out�ow of resources will
be required to settle the obligation; and the amount can be reliably estimated. Provisions are
not recognised for future operating losses.
Where there are a number of similar obligations, the likelihood that an out�ow will be
required in settlement is determined by considering the class of obligations as a whole. A
provision is recognised even if the likelihood of an out�ow with respect to one item included
in the class may be small.
Provisions are measured at the present value of the expenditures expected to be required to
settle the obligation using a pre-tax rate that re�ects current market assessments of the time
value of money and the risks speci�c to the obligation. The increase in the provision due to the
passage of time is recognised as an interest expense.
2.10 Trade receivables
Trade receivables are recognised initially at fair value and subsequently measured at
amortised cost using the eﬀective interest method, less allowance for credit losses. An
allowance for credit losses is established when there is objective evidence that the Railway
will not be able to collect all amounts due according to the original terms of receivables. The
allowance is the diﬀerence between the anticipated amount to be received from customers
and the present value of estimated future cash �ows, discounted at the eﬀective interest rate.
The allowance is recognised in pro�t or loss.
2.11 Leases
Leases of property, plant and equipment where Swaziland Railway assumes substantially all
the risks and rewards of ownership are classi�ed as �nance leases. Finance leases are
capitalised at the inception of the lease at the lower of the fair value of the leased item or the
present value of the minimum lease payments. Each lease payment is allocated between the
liability and �nance charges so as to achieve a constant rate on the �nance balance
outstanding. The corresponding rental obligations, net of �nance charges, are included in
current and non-current liabilities. The interest element of the �nance cost is charged to
pro�t or loss over the lease period so as to produce a constant periodic rate of interest on the
remaining balance of the liability for each period.
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2.11 Leases (continued)
The property, plant and equipment acquired under �nance leases is depreciated over the
shorter of the useful life of the asset or the lease term.
Leases where a signi�cant portion of the risks and rewards of ownership are retained by the
lessor are classi�ed as operating leases. Payments made under operating leases (net of any
incentives received from the lessor) are charged to pro�t or loss on a straight-line basis over the
period of the lease.
2.12 Inventories
Inventories are stated at the lower of cost and net realisable value. The cost of inventory is
based on the �rst-in-�rst-out principle, and includes expenditure in acquiring the inventories
and other costs in bringing them to their existing location and condition.
Net realisable value is the estimated selling price less the cost to sell where inventories are not
for own use.
2.13 Borrowings
Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings
are subsequently stated at amortised cost; any diﬀerence between proceeds (net of
transaction costs) and the redemption value is recognised in pro�t or loss over the period of the
borrowings using the eﬀective interest method.
Borrowings are classi�ed as current unless Swaziland Railway has an unconditional right to
defer settlement of the liability for at least 12 months after the reporting date.
2.14 General reserve
It is the Railway's policy to transfer up to 25% of the pro�t for the year after taxation to the
general reserve.
2.15 Borrowing costs
Borrowing costs that are not directly attributable to the acquisition, construction or production
of qualifying assets are recognised in pro�t or loss using the eﬀective interest method.
2.16 Government grants
Capital based Government grants are included directly in the statement of changes in equity, as
Swaziland Railway is wholly owned by the Government of the Kingdom of Swaziland. The
grants received are used for expenditure on capital projects. The Government grant is annually
decreased by the amount of depreciation charged to the assets for which the capital grants
were used.
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2.17 Employee �ene�t�
(a)

Pension Obligations
The Swaziland Railway Pension Fund is a de�ned contribution plan. For de�ned
contribution plans Swaziland Railway pays contributions to publicly or privately
administered pension plans on a mandatory, contractual, or voluntary basis. Once the
contributions have been paid, Swaziland Railway has no further payment obligations.
The regular contributions constitute net periodic costs for the year in which they are
due, and as such are included in staﬀ costs in pro�t or loss.

(b)

Terminal �ene�ts
Termination bene�ts are payable whenever an employee's employment is terminated
before the normal retirement date or whenever an employee accepts voluntary
redundancy in exchange for these bene�ts. Swaziland Railway recognises termination
bene�ts when it is demonstrably committed either to terminate the employment of
current employees according to a detailed formal plan without possibility of
withdrawal or to provide termination bene�ts as a result of an oﬀer made to encourage
voluntary redundancy.

(c)

Short-term employee bene�ts
The cost of all short-term employee bene�ts is recognised during the period in which
the employee renders the related service. The provision for employee entitlements to
salaries and annual leave represents the amount that Swaziland Railway has a present
obligation to pay, as a result of employees' services provided up to the reporting date.
The provision has been calculated at undiscounted amounts based on current salary
rates.

2.18 Taxation
Deferred income taxes
Deferred tax is recognised using the balance sheet liability method, providing for temporary
diﬀerences between the carrying amounts of assets and liabilities for �nancial reporting
purposes and the amounts used for taxation purposes. Deferred tax is not recognised for the
following temporary diﬀerences: the initial recognition of assets and liabilities in a transaction
that is not a business combination and that aﬀects neither accounting nor taxable pro�t or
loss, and diﬀerences relating to investments in subsidiaries and jointly controlled entities to
the extent that it is probable that they will not reverse in the foreseeable future. In addition,
deferred tax is not recognised for taxable temporary diﬀerences arising on the initial
recognition of goodwill. Deferred tax is measured at the tax rates that are expected to be
applied to temporary diﬀerences when they reverse, based on the laws that have been
enacted or substantively enacted by the reporting date.
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2.18 Taxation (continued)
Deferred income taxes (continued)
Deferred tax assets and liabilities are oﬀset if there is a legally enforceable right to oﬀset
current tax liabilities and assets, and they relate to income taxes levied by the same tax
authority on the same taxable entity, or on diﬀerent tax entities, but the Railway intends to
settle current tax liabilities and assets on a net basis or the tax assets and liabilities will be
realised simultaneously.
A deferred tax asset is recognised to the extent that is probable that future taxable pro�ts will
be available against which the temporary diﬀerence can be utilised. Deferred tax assets are
reviewed at each reporting date and are reduced to the extent that it is no longer probable
that the related tax bene�t will be realised.
Current Tax
Current tax is the expected tax payable on the taxable income for the year, using tax rates
enacted or substantively enacted at the reporting date, and any adjustment to tax payable in
respect of previous years.
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3

Financial risk management

3.1 Financial risk factors
Swaziland Railway's activities expose it to a variety of �nancial risks, the most important being
market risk, credit risk, and liquidity risk.
Swaziland Railway's overall risk management programme focuses on the unpredictability of
�nancial markets and seeks to minimize potential adverse eﬀects on the �nancial
performance of Swaziland Railway.
(a)

Market risk
Market risk includes currency risk, interest rate risk and equity price risk. The board
continuously monitors the �uctuations and appropriate action is taken.

(i)

Price risk
Other price risk is the risk that the fair value or future cash �ows of a �nancial instrument
will �uctuate as a result of changes in market prices (other than those arising from
interest rate risk or currency risk), whether those changes are caused by factors speci�c
to the individual �nancial instrument or its issuer, or factors aﬀecting all similar �nancial
instruments traded in the market.
Swaziland Railway maintains a balanced portfolio of investments comprising equity
and money market investments to mitigate the impact of other price risk.
The equity investments are listed on the Swaziland Stock Exchange (SSX). A 1.5%
percent increase in share prices at the reporting date, with all other variables held
constant, would have increased pro�t or loss by E228 135 (2015: E220 496); an equal
change in the opposite direction would have decreased pro�t or loss by E 228 135 (2015:
E220 496). The analysis is performed on the same basis for 2015, which is on the fair
value of the Royal Swaziland Sugar Corporation Limited and Greystone Partners Limited
equity shares.
The Swaziland Building Society Permanent shares are not exposed to price risk as they
are not traded.
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3

Financial risk management (continued)

3.1

Financial risk factors (continued)
(a)

Market risk (continued)

(ii)

Cash �ow and fair value interest rate risk

Interest rate risk is the risk that the fair value or future cash �ows of a �nancial instrument will
�uctuate due to changes in market interest rates.
Swaziland Railway's income and operating cash �ows are aﬀected, but not to a signi�cant
extent, by changes in market interest rates. Interest rate risk arises from borrowings.
Borrowings issued at variable rates expose Swaziland Railway to cash �ow interest rate risk.
Borrowings issued at �xed rates expose Swaziland Railway to fair value interest rate risk.
Swaziland Railway's borrowings are mainly variable interest rate borrowings and as such
they expose the Railway to cash �ow interest rate risk. The sensitivity of these borrowings
can be shown as follows:
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3

Financial risk management (continued)
3.1

Financial risk factors (continued)

(a)

Market risk (continued)

(iii)

Foreign exchange risk
Foreign currency exchange risk is the risk that the �nancial instruments that are
denominated in foreign currency will �uctuate due to changes in changes in foreign
exchange rates.
Swaziland Railway's exposure to currency risk at the reporting date consist of trade
receivables, trade payables and �nance lease liabilities. The trade receivables and trade
payables are in South Africa, with no exchange rate diﬀerences between the Swaziland
Emalangeni (E), and the South African Rand (ZAR).
The �nance lease liabilities with Thelo Rolling Stock are denominated in US dollars. At
year end, the �nance lease liabilities balances were translated to Emalangeni using the
year end exchange rate between the US dollar ($) and Swaziland Emalangeni (E). Foreign
exchange diﬀerences that occurred during the year were recognised in pro�t or loss.
The following exchange rates applied during the year for Swaziland Railway:
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Financial risk management (continued)

3.1 Financial risk factors (continued)
(b)

Credit risk
Credit risk is the risk that a counterparty to a �nancial instrument will fail to discharge an
obligation and cause the Railway to incur a �nancial loss.
Credit risk arises from cash and cash equivalents, deposits with �nancial institutions, as
well as credit exposures to customers, including outstanding receivables and
committed transactions. Swaziland Railway's cash equivalents and short-term deposits
are placed with reputable �nancial institutions. Management assesses the credit
quality of the customer, taking into account its �nancial position, past experience and
other factors.
The carrying amounts of �nancial assets included in the statement of �nancial position
represent Swaziland Railway's maximum exposure to credit risk in relation to these
assets.
Swaziland Railway has signi�cant exposure spread over six individual customers.
Management does not expect any losses from non-performance by any of its
counterparties.

(c)

Liquidity risk
Liquidity risk is the risk that Swaziland Railway will encounter diﬃculty in raising funds
to meet commitments associated with �nancial instruments.
Prudent liquidity risk management implies maintaining suﬃcient cash and marketable
securities, the availability of funding from an adequate amount of committed credit
facilities and the ability to close out market positions. Swaziland Railway remains
con�dent that the available cash resources and borrowing facilities will be suﬃcient to
meet its funding requirements.
Management monitors rolling forecasts of liquidity reserves (which comprise undrawn
borrowing facilities and cash and cash equivalents) on the basis of expected cash �ows.
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Financial risk management (continued)

3.1 Financial risk factors (continued)
(c)

Liquidity risk (continued)
The table below analyses Swaziland Railway's �nancial assets and liabilities into
relevant maturity groupings based on the remaining period at the reporting date to the
contractual maturity date. The amounts disclosed in the table are the contractual
undiscounted cash �ows.
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3

Financial risk management (continued)

3.1 Financial risk factors (continued)
(b)

Credit risk
Credit risk is the risk that a counterparty to a �nancial instrument will fail to discharge an
obligation and cause the Railway to incur a �nancial loss.
Credit risk arises from cash and cash equivalents, deposits with �nancial institutions, as
well as credit exposures to customers, including outstanding receivables and
committed transactions. Swaziland Railway's cash equivalents and short-term deposits
are placed with reputable �nancial institutions. Management assesses the credit
quality of the customer, taking into account its �nancial position, past experience and
other factors.
The carrying amounts of �nancial assets included in the statement of �nancial position
represent Swaziland Railway's maximum exposure to credit risk in relation to these
assets.
Swaziland Railway has signi�cant exposure spread over six individual customers.
Management does not expect any losses from non-performance by any of its
counterparties.

(c)

Liquidity risk
Liquidity risk is the risk that Swaziland Railway will encounter diﬃculty in raising funds
to meet commitments associated with �nancial instruments.
Prudent liquidity risk management implies maintaining suﬃcient cash and marketable
securities, the availability of funding from an adequate amount of committed credit
facilities and the ability to close out market positions. Swaziland Railway remains
con�dent that the available cash resources and borrowing facilities will be suﬃcient to
meet its funding requirements.
Management monitors rolling forecasts of liquidity reserves (which comprise undrawn
borrowing facilities and cash and cash equivalents) on the basis of expected cash �ows.
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Financial risk management (continued)

3.1 Financial risk factors (continued)
(d)

Legal risk
Legal risk is the risk that the Railway will be exposed to contractual obligations which
have not been provided for.
The Railway has a policy of ensuring all contractual obligations are documented and
signed by the relevant parties to the contract. As at 31 March 2016, the directors are not
aware of any signi�cant obligation not provided for.

(e)

Operational risk
Operational risk is the risk of direct or indirect loss resulting from inadequate or failed
internal processes, people and systems or from external events.
The initiation of all transactions is conducted on the foundation of segregation of duties
that have been designed to ensure the completeness, accuracy and validity of all
transactions. These controls are augmented by management and executive review of
control accounts and systems, electronic and manual checks and controls, back-up
facilities and contingency planning. The internal control systems and procedures are
also subjected to regular internal audit reviews.

3.2 Capital risk management
Swaziland Railway's objectives when managing capital are to safeguard its ability to continue
as a going concern in order to provide returns for shareholders and bene�ts for other
stakeholders and to maintain an optimal capital structure to reduce the cost of capital.
In order to maintain or adjust the capital structure, Swaziland Railway may adjust the amount
of contributions from shareholders, return capital to shareholders or sell assets to reduce
debt.
Consistent with others in the industry, Swaziland Railway monitors capital on the basis of the
gearing ratio. This ratio is calculated as net debt divided by total capital. Net debt is calculated
as total borrowings (including 'current and non-current borrowings' as shown in the
statement of �nancial position) less cash and cash equivalents. Total capital is calculated as
'equity' as shown in the statement of �nancial position plus net debt.
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3

Financial risk management (continued)

3.2 Capital risk management (continued)
The gearing ratios at 31 March 2016 and 31 March 2015 were as follows:

4

Fair value measurements
The table below analyses amounts carried at fair value by the level of fair value hierarchy. The
fair value hierarchy depends on the extent to which quoted prices are used in determining the
fair value of the speci�c instruments. The diﬀerent levels are de�ned as follows:
Level 1:
Level 2:
Level 3:

Fair value is based on quoted prices (unadjusted) in active markets for identical
assets or liabilities. These are readily available in the market and are normally
obtainable from multiple sources.
Fair value is based on input other than quoted prices included in Level 1 that are
observable for the asset or liability, either directly (i.e. as prices) or indirectly (i.e.
derived from prices).
Fair value is based on input for the asset or liability that is not based on observable
market data (i.e. unobservable inputs)

The following table presents the Railway's assets that are measured at fair value at 31 March.
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4

Fair value measurements (continued)
No speci�c valuation techniques were used to value level 1 �nancial instruments as these are
based on quoted prices for The Royal Swaziland Sugar Corporation Limited shares and
Greystone Partners Limited shares which are listed on the Swaziland Stock Exchange.
Swaziland Building Society Permanent shares are not quoted and are redeemable at cost.

5

Critical accounting estimates and assumptions
Swaziland Railway makes estimates and assumptions concerning the future. The resulting
accounting estimates will, by de�nition, seldom equal the related actual results. There were
no critical accounting estimates that have a signi�cant risk of causing material adjustments to
the carrying amounts of assets and liabilities within the next �nancial year. At year end
accounting estimates and assumptions were included in the assessment of the following:
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Investment property comprises Swaziland Railway owned properties at Sidvokodvo, Matsapha and
Kadake that are leased to third parties. Subsequent renewals are negotiated with the lessee
annually. No contingent rentals are charged. These properties are valued on the historical cost
basis.
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Property, plant and equipment (continued)
Buildings and infrastructural assets are included at revalued amounts established on 21
September 1977.
Buildings, land and surveys comprise 10 properties situated in the Manzini, Hhohho and
Lubombo Districts of the Kingdom of Swaziland.
Infrastructural Assets comprise the Permanent Way, Tunnels, Bridges and Culverts, Water
Supplies, Telecommunications Systems, Signalling, Crossings, Signs and Fencing along the
line.
Motor vehicles include 12 (2015: 12) motor vehicles acquired through a �nance lease
obligation from EQSTRA Fleet Management Swaziland and the lease obligation is secured
over motor vehicles.
Property, plant and equipment includes fully depreciated items which are still in use with
an initial cost of E29 103 811 (2015: E22 846 253).
Additions to work in progress includes 50 fuel tank wagons �nanced 50% by internal
funding and 50% by loans from Nedbank.

The cost of the Swaziland Building Society permanent shares approximate fair value. The
shares will be redeemed at nominal value.
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The above values of trade and other receivables approximate fair value. Concentration of
credit risk is with respect to Transnet Freight Rail and �ve other large companies. As of 31
March 2016 E15 166 041 (E2015: E15 133 615), has been provided for as impaired. The
remaining customers have no history of default. Management believes that there is no
additional credit risk with respect to accounts receivable and no further allowance for credit
losses is considered necessary. Swaziland Railway does not hold any collateral as security.
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The maximum exposure to credit risk at the reporting date
is the carrying value of each class of receivable mentioned
above.
The carrying amount of trade and other receivables is
denominated in the following currencies:

The Government of Swaziland contributed E44 532 788
(2015: E80 000 000) towards the Swazi Rail Link project.
The Government of Swaziland converted various loans
and grants amounting to E12 859 934 to �xed permanent
capital on 23 February 1994. The purpose of this was to
relieve the Railway's debt burden and thereby enable it to
undertake its capital works programme without an
unmanageable level of debt.
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The Nedbank long term loans were advanced to acquire locomotives and wagons and these
are secured by a deed of hypothecation for E12 575 000 over the locomotives, inventory,
receivables and movable assets at Mpaka, a lien over funds held in call accounts, a lien over
funds held on ��ed deposit and a cession of the All Risks Insurance Policy.
The locomotives' facility is repayable in monthly instalments of E273 640 over 60 months
and the wagons' facility is repayable in monthly instalments of E358 691 over 84 months.
The interest rate for these facilities is the Swaziland prime rate and at year end the rate was
10% (2015: 9.25%).
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The lease liability is secured by motor vehicles, locomotives and wagons (note 12) and motor vehicles are repayable over a
maximum period of 120 months (refer to the reconciliation of the minimum lease payments above). The lease agreements for
locomotives and wagons from Thelo Rolling Stock (Pty) Ltd are repayable in instalments of US$ 253 454 per month.

All the risk of loss, damage, destruction or otherwise in and on to the vehicles, locomotives and wagons were passed to
Swaziland Railway on signature of the agreements.

The interest rate implicit in the lease agreements, diﬀers from asset to asset, and on rates obtained on acquisition of the assets.
The payments fall due on the �rst of each month.

The �nance lease liabilities relates to 12 (2015:12) motor vehicles, four locomotives and seventy �ve wagons which were
acquired through �nance lease agreements from EQSTRA �eet Management Swaziland and Thelo Rolling Stock (Pty) Ltd
respectively.
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Accidents provision
The accidents provision represents a provision for repairing locomotives and wagons
belonging to Transnet Freight Rail which were involved in accidents while leased to
Swaziland Railway. This is the best estimate made by Transnet Freight Rail after a detailed
assessment by locomotive engineers.
Leave pay provision
This amount represents a liability in respect of employees' leave days not utilised at year
end.
Bonus provision
This provision relates to the 13th salary cheque that is paid to all permanent employees,
except the heads of departments, in December of each year.
Gratuity provision
Provision is made for payments in accordance with the renewable contracts of eligible
employees. The provision is calculated at the percentage rate of the value of the annual
salary included in the remuneration package of the employees as at the terminal date
recognised over the number of completed years of service.
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27. Related parties (continued)
ii

Transactions with key management personnel
Key management personnel are those who have authority and responsibility for planning,
directing and controlling the activities of the company, directly or indirectly, including all
directors of the company as well as close members of the family of any of these individuals.
Transactions with key management personnel include salaries and bonuses. Compensation
paid to directors and other key management personnel is shown below:
Compensation
Compensation for directors includes the Chief Executive Oﬃcer's salary and postemployment bene�ts. Key management personnel comprises of the Chief Financial Oﬃcer,
Director Engineering, Director Human Resources and Director Operations.
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Financial instruments (continued)

29.1

Financial instruments by category (continued)
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Financial instruments (continued)
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30. Commitments and contingencies (continued)
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