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In a pre-closed contract in the year 2005-06, the company raised claims against the client of ¥ 22195.43 lakhs and the client raised counter
claims of ¥ 46910 lakhs.

The executing agency raised claims of T 18441.31 lakhs (previous year ¥ 18441.31 lakhs) against the company and company raised counter
claims of ¥ 64453.06 lakhs (previous year ¥ 64453.06 lakhs) against the executing agency in a contract which became void due to commitment
of fraud by the agency and thus terminated. The arbitration proceedings are under process. The respective amounts of claims and counter claims
against the company are included in contingent liabilities.

Cummulative Interestup to 31.03.10 s of ¥ 984.26 lakhs (previous year T 782.60 lakhs) on mobilization advance due from the executing agency
has not been recognized as income due to significant uncertainty as regard to realizability. This includes interest of ¥ 201.66 lakhs for the year
{previous year ¥ 201.66 lakhs)

The Company has pledged its entire shareholding in Tanzania Railways Limited (TAL) in the year 2007, a subsidiary company of RITES in Tanzania
in which RITES is 51% stakeholder, aggregating to 102,00,000 Equity shares of face value of TSH 1000 each equivalentto ¥ 3284.27 lakhs with
International Finance Corporation (IFC) in consideration of financial assistance of USD 440 lakhs sanctioned by IFC to TRL. Similar pledging was
dane by other 49% stakeholder [Government of Tanzania (GOT)] as this was the pre-condition of IFC loan,

In Navember 2009, GOT proposed RITES to exit by selling its entire stake in TRL to GOT to become 100% owner. The company submitted an offer
for ¥ 38854.16 lakhs (equivalent to USD 86.67 million) to GOT for transfer of its equity investment of ¥ 3284.27 lakhs (equivalent of USD 8.23
millicn) in TRL, its various unpaid dues, value of leased assets and payments towards partly finished contracts etc. to exit from TRL. Due to
deteriorating financial condition and pending financial restructuring plan of TRL, a provision of ¥ 6300 lakhs, including provision for doubtful
debts, was made during the year 2008-09 towards its exposure in TRL, which has also been maintained during the year. Further, company
continues not to recognize any income for the services rendered to meet the contractual obligations with the said company which amounts to
T4749.65 lakhs for the year 2009-10 (previous year 1704.53 lakhs),
The negotiations for the offer submitted fo exit are expected to canclude shortly, Pending negotiations to exit and as a matter of abundant precaution, the
management has decided to make a provision towards the equity investment amounting to ¥ 3284.27 lakhsin the said company.
A Counter offer to company's proposal dated 17.11.2008 was given by GOT on 13th August 2010 for USS$ 12.91 million( % 5787.55 lakhs) and in the
negotiation meeting held on 18/19th August’ 2010 offer was increased to USS 21.16 million { ¥ 9486.03 |akhs) primarily for the dues outstanding,
subjectto approval of settlement terms by GOT. Pending signing of the settlement agreement and approval of terms of settlement by GOT, status quois
maintained inrespect of provisions towards exposures in TRL. Amount finally received on setierment claims will be accounted for accordingly,
As per the existing practice, company has made a provision for doubtful debts of ¥ 360.50 lakhs (previous year ¥ 6332.37 lakhs includes
doubtiul debts of TRL also) for debts outstanding aver three years and other debts except those debts which in the opinion of management are not
doubftful or where client has confirmed the debts or court has given direction to the debtorto pay the debts to the company.
During the year T1679.30 lakhs has been provided for employees' retirement benefits, comprising of pension and medical benefits, effective from
1st January' 2007, for which the detailed implementation schemes as per DPE guidelines are under finalisation and necessary approvals,
Board of Directors of the Company in their meeting held on 25th January, 2010 decided to approve the request of M/s COMPANHIA D03 COMINDS
DE FERRO DA BEIRA SARL (CCFB) Mozambique, joint venture entity, to restructure the loan of USS 13 million (equivalent to ¥ 5827 .90 lakhs as on
31stMarch, 2010} given in earlier years. As per the restructured scheme, interest accrued including penal interest upto 315t December, 20171 will
et added 1o the principal and repayment of principal outstanding and interest acerued thereon will commence w.e.f 1st July, 2012. Said scheme
was also approved in the Extraordinary General Megting (EGM) of CGFB on 29th March, 2010.
The interest income accrued on this loan during the year includes amount of ¥ 28.30 lakhs pertaining to earlier years and included in loan
outstanding while restructuring.
Under the approved restructuring loan scheme, interest including penal interest amounting ¥ 1056.90 lakhs upto 31st March, 2010 has been
transferred to shareholder's loan account which at the end of financial year stands to ¥ 6884.80 lakhs. Amendment to the shareholder loan
agreement was in process as at 31st March, 2010.
During the year, fraud involving misappropriation and embezziement of funds aggregating to ¥ 148,64 lakhs committed in earlier years by an
employee (presently under suspension) was detected. This comprises of payments towards final setlement/withdrawals from RITES
Contributory Provident Fund ¥ 138.38 lakhs and ¥ 10.26 lakhs towards Group Saving Linked Insurance Scheme (GSLI).This includes losses of
790.93 lakhs made good by the company as employer to RITES Contribulory Provident Fund during the current year on account of this fraud, The
case is underinvestigation by Govt. authorities and recoveries, if any, made will be accounted for on receipt basis.
Sundry Creditors, Customers Advances, Amounts Recoverable, Security Deposits receivable and Security Deposits payable are subject to
confirmation.
In cases where execution/submission of title deeds/lease agreements etc. by employees are pending, house building, vehicle, computer and
equipment advance are considerad unsecured.
Additional information as required by Schedule VI, Part |l of the Companies Act, 1956:-
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BALANCE SHEET ABSTRACT AND COMPANY'S GENERAL BUSINESS PROFILE

I. Registration Details

Registration No. 7227 State Code 55
Balance Sheet Date 3 03 2010
Date Month Year
Il. Capital Raised during the year (% in Thousands)
Public 1ssue MIL Rights Issue NIL
Bonus Issue MIL Private Placement NIL
lll. Position of Mohilisation and Deployment of Funds
{Z In Thousands)
Total Liabilities 1,95,59,547 Total Assets 1,96,59,547
Source of Funds
Paid up Capital 4,00,000 Reserves & Surplus 65,48,390
Secured Loans MIL Unsecured Loans NIL
Current Liabilities & Provisions 1,26,11,157
Application of Funds
Met Fixed Assets 16,36,934 Investment 6,20,670
Current Assets, Loans & Advances 167,117,253 Deferred Tax Assets(Net) 5,684,690
Misc. Expenditure MIL Accumulated Losses NIL
IV. Performance of Company {% In Thousands)
Gross Turnover (incl. Other 62,32 601 Total Expenditure 45,76,067
Income of  6,72,686)
Profit Before Tax 16,956,534 Profit After Tax 11,19.462
* Earning per share 72799 Dividend Rate % 57.5%

* EPS figure is in ¥ only

V. Generic Names of Principal Producls/Services of Company (as per moneiary lerms)

ltem Code No. (ITC Code)
Product Description

N.A.
a) Consultancy

b) Construction Projects

c) Export Sales
d) Inspection

e) Lease Services

(¥ In Thousands)

39,90,077
1,66,907
4,71,861
7,59,140
1,71,930
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FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH, 2010
Directors' responsibilities and approval

The directors are required by the Companies Act of Botswana, fo
maintain adequate accounting records and are responsible for the
content and integrity of the financial statements and related financial
infarmation included in this report. Itis their responsibility to ensure that
the financial statements fairly present the state of affairs of the company
as at the end of the financial year and the resufts of its operations and
cash flows for the period then ended, in conformity with the
International Financial Reporting Standard for Small and Medium-sized
Entities. The external auditors are engaged to express an independent
opinion on the financial statements,

The financial statements are prepared in accordance with the International
Financial Reporting Standard for Small and Medium-sized Enfities and are
based upon appropriate accounting policies consistently applied and
supported by reasonable and prudent judgments and estimates.

The directors acknowledge that they are ultimately responsible for the
system of internal financial control established by the company and place
considerable importance on maintaining a strong control environment. To
enable the directors to meet these responsibilities, the directors sets
standards for internal control aimed at reducing the risk of error orloss ina
cost effective manner. The standards include the proper delegation of
responsibilities within a clearly defined framework, effective accounting
procedures and adequate segregation of duties to ensure an accepiable
level of risk. These contrals are monitored throughout the company and all
employees are required fo maintain the highest ethical standards in
ensuring the company’s business is conducted in a manner that in all
reasonable circumstances is above reproach. The focus of risk
management in the company is on identifying, assessing, managing and
monitoring all known forms of risk across the company. While operating
risk cannot be fully eliminated, the company endeavours to minimise it by
ensuring that appropriate infrastructure, contrals, systems and ethical
behaviour are applied and managed within predetermined procedures and
constraints.

The directors are of the opinion, based on the information and
explanations given by management, that the system of internal contral
provides reasonable assurance that the financial records may be relied on
for the preparation of the financial statements. However, any system of
internal financial control can provide only reasonable, and not absolute,
assurance against material misstatement or loss.

The directors have reviewed the company's cash flow forecast for the
year to March 31, 2011 and, in the light of this review and the current
financial position, they are satisfied that the company has or has access to
adequate resources to continue in operational existence for the
foreseeable future,

The external auditors is responsible for independently reviewing and
reporting on the company's financial statements. The financial statements
have been examined by the company's external auditor's and their report
is presented on page 65.

The financial statements set out on pages 66 to 71, which have been
prepared on the going concern basis, were approved by the directors on

May 31, 2010 and were signed on its behalf by: ;.ri--l:-’
Director

INDEPENDENT AUDITOR REPORT

To the member of Rites Afrika (Proprietary) Limited

| have audited the financial statements of Rites Afrika (Proprigtary)
Limited, which comprise the statement of financial position as at March
31, 2010, and the statement of comprehensive income, statement of
changes in equity and statement of cash flows for the year then ended,
and a summary of significant accounting policies and other explanatory
notes, and the directors' report, as set out on pages 66 to 70.

Directors’ Responsibility for the Financial Statements

The company's directors are responsible for the preparation and fair
presentation of these financial statements in accordance with the
International Financial Reporting Standard for Small and Medium-sized
Entities, and in the manner required by the Companies Act of Botswana.

This responsibility includes: designing, implementing and maintaining
internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud
or error, selecting and applying appropriate accounting policies, and
making accounting estimates that are reasonable in the circumstances,

Auditor's Responsibility

My responsibility is to express an opinion on these financial statements
based on my audit. | conducted my audit in accordance with International
Standards on Auditing. Those standards require that | comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance whether the financial statements are free from material
misstatement. An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the financial statements.
The procedures selected depend on the auditor's' judgement, including
the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or emor In making those risk
assessments, the auditor considers internal control relevant ta the entity’s
preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances but not
for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. 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 financial statements.

| believe that the audit evidence | have obtained is sufficient and
appropriate to provide a basis far my audit opinion.

Opinion

In my opinion, the financial statements present fairy, In all material
respects, the financial position of Rites Afrika (Proprietary) Limited as at
March 31, 2010, and its financial performance and its cash flows for the
year then ended in accordance with the International Financial Reporting
Standard for Small and Medium-sized Entities, and in the manner required
by the Companies Act of Botswana.






1.15ignificant judgements and sources of estimation uncertainty

In preparing the financial statements, management is required to make
estimates and assumptions that affect the amounts represented in the
financial statements and related disclosures. Use of available
information and the application of judgement is inherent in the
formation of estimates. Actual results in the future could differ from
these estimates which may be material to the financial statements,
Significant judgements include:

Financial assets measured at cost and amortised cost

The company assesses its financial assets measured at cost and
amortised cost for impairment at each reporting period date. In
determining whether an impairment loss should be recorded in the
statement of comprehensive income, the company makes judgements
as to whether there is observable data indicating a measurable
decrease in the estimated future cash flows from a financial asset.

The impairment for financial assets measured at cost and amortised
cost is calculated on a portfolio basis, based on historical loss ratios,
adjusted for national and industry-specific economic conditions and
other indicators present at the reporting period date that correlate with
defaults on the portiolio. These annual loss ratios are applied to loan
balances in the portiolio and scaled to the estimaled loss emergence
period.

Impairment testing

The recoverable amounts of cash-generating units and individual
assets have been defermined based on the higher of value-in-use
calculations and fair values, These calculations require the use of
estimates and assumptions. Itis reasonably possible that the [name a
key assumption] assumption may change which may then impact our
estimations and may then require a material adjustment to the carrying
value of goodwill and tangible assets.

The company reviews and tests the carrying value of assels when
events or changes in circumstances suggest that the carrying amount
may not be recoverable. In addition, goodwill is only tested for
impairment when there is an indicator of impairment. Assels are
grouped at the lowest level for which identifiable cash flows are largely
independent of cash flows of other assets and liabilities. If there are
indications that impairment may have occurred, estimates are
prepared of expected fulure cash flows for each group of assets.
Expected future cash flows used to determine the value in use of
goodwill and tangible assets are inherently uncertain and could
malerially change over time. They are significantly affected by a
number of factors including [list entity specific variables, ie.
production estimates, supply demand], together with economic
factors such as [list economic factors such as exchange rates inflation
interest].

Provisions

Provisions were raised and management determined an estimate
based on the information available,

Taxation

Judgement is required in determining the provision for income taxes
due to the complexity of legislation. There are many transactions and
calculations for which the ultimate tax determination is uncertain
during the ordinary course of business. The company recognises
liabilities for anticipated tax auditissues based on estimates of whether
additional taxes will be due. Where the final tax outcome of these
matiers is different from the amounts that were initially recorded, such
differences will impact the income tax and deferred tax provisions in
the penod in which such determination is made.

The company recognises the net future tax benefit related lo deferred
income tax assets to the extent that it is probable that the deductible
lemporary ditferences will reverse in the foreseeable future. Assessing
the recoverability of deferred income tax assets requires the company
to make significant estimates related to expectations of fulure taxable
income. Estimales of future taxable income are based on forecast cash
flows from operations and the application of existing tax laws in each
jurisdiction, To the extent that future cash flows and taxable income
differ significantly from estimates, the ability of the company fo realise
the net deferred tax assets recorded at the end of the reporting period
could be impacted.

1.2Investment property

Investment property is property held to earn rentals or for capital
appreciation or both, rather than for use in the production or supply of
goods or services or for administrative purposes; or sale in the
ordinary course of business.

Investment property is initially recognised at cost.

Costs include costs incurred initially to acquire or construct an
investment property and costs incurred subsequently to add to,
replace part of, or service it. If a replacement cost is recognised in the
carrying amount of an item of investment property, the carrying
amountof the replaced item Is derecognised,

The initial estimate of the costs of dismantling and removing the item

and restoring the site on which it is located is also included in the cost
ofinvestment property.

1.3Property, plant and equipment

Property, plant and equipment are tangible items that:

» are held for use in the production or supply of goods or services, for
rental to others or for administrative purposes; and

» are expected to be used during more than one period.

Costs include costs incurred initially to acquire or construct an item of

property, plant and equipment and costs incurred subsequently to add

io, replace part of, or service it, If a replacement cost is recognised in

the carrying amount of an item of properly, plant and equipment, the
carrying amount of the replaced part is derecognised.

Property, plant and equipment is carried at cost less accumulated
depreciation and any impairment losses.

67



Depreciation is provided using the straight-line method to write down
the cost, less estimated residual value over the useful life of the
property, plant and equipment, which is as follows:

Item % of Depreciation
Plant and machinery 15%
Furniture and fixtures 10%
Motor vehicles 25%,
Office equipment 15%
IT equipment 25%

The residual value, depreciation method and the useful life of each
asset are reviewed at each annual reporting period i there are
indicators present that there is a change from the previous estimate.

Each part of an item of property, plant and equipment with a cost that is
significant in relation to the total cost of the item and have significantly
different patterns of consumption of economical bengfits is
depreciated separately over its useful life,

Gains and losses on disposals are determined by comparing the
proceeds with the carrying amount and are recognised in profit or loss
inthe period,

1.4Financial instruments

Financial instruments at amortised cost

Financial instruments may be designated to be measured at amartised
cost less any impairment using the effective interest methad. These
include trade and other receivables, loans and trade and other
payables. At the end of each reporting period date, the carrying
amounts of assels held in this category are reviewed to determine
whether there is any objective evidence of impairment. If so, an
impairment loss is recognised.

Financial instruments at cost

Equity instruments that are not publicly traded and whose fair value
cannot otherwise be measured rellably are measured at cost less
impairment. This includes equity instruments held in unlisted
investments.

Financial instruments at fair value

All other financial instruments are measured at fair value through profit
and loss.

15Tax

Current tax assets and liabilities

Current tax for current and prior periods 1s, to the extent unpaid,
recognised as a liability. If the amount already paid in respect of current
and prior periods exceeds the amount due for those periods, the
exXCEss is recognised as an asset.

Deferred tax assels and liabilities

A deferred tax liability 15 recogmised for all taxable lemporary
differences,

A deferred tax asset is recogmised for all deductible temporary
differences.
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Deterred tax assets and liabilities are measured at the tax rates thal are
expected to apply to the period when the asset is realised or the liability
is settled, based on tax rates (and tax laws) that have been enacted or
substantively enacted by the reporting period date.

Tax expenses

Current tax and deferred taxes are charged or credited directly to equity
if the tax relates to items that are credited or charged, in the same or a
different period, directly to equity.

1.6Leases

A lease |s classified as a finance lease if it transfers substantially all the
risks and rewards incidental to ownership. A lease is classified as an
operating lease if it does not transfer substantially all the risks and
rewards incidental to ownership.

Operating leases - lessor

Operating lease income is recognised as an income on a straight-line
basis over the lease term.

Initial direct costs incurred in negotiating and arranging operating
leases are added to the carrying amount of the leased asset and
recognised as an expense over the lease term on the same basis as the
lease income.,

Dperating leases - lessee

Operating lease payments are recognised as an expense on a straight-
line basis aver the lease term. The difference between the amounts
recognised as an expense and the contractual payments are
recognised as an operating lease asset. This liability is not discounted.

1.7 Workin progress

Work in progress are measured al the lower of cost and selling price
less costs o complete and sell, on the first-in first-oul (FIFO) basis,
Inventory/ work in progress represents work done not invoiced during
the yearended 31/3/2010.

1.8Impairment of assets

The company assesses at each reporting period date whether there is
any Indication that an asset may be impaired. If any such indication
exists, the company estimates the recoverable amount of the asset.

Ifthere is any indication that an asset may be impaired, the recoverable
amount is estimated for the individual asset. If it is not possible to
gstimate the recoverable amount of the individual asset, the
recoverable amount of the cash-generating unit to which the asset
belongs is determined.

If an impairment loss subsequently reverses, the carrying amount of
the asset (or group of related assets) is increased fo the revised
estimate of its recoverable amount (selling price less costs to complete
and sell, in the case of inventories), bul not in excess of the amount thal
would have been determined had no impairment loss been recognised
for the asset (or group of assets) in prior years, A reversal of
impairmentis recognised immediately in profit or loss.






2010Pula 2009 Pula
Non-current assels

Bank of Baroda Fixed Deposit 139,896 135,640
The fair values of listed or quoted investmenis are basad on the quoted

market price at reporting period date.,

. Deferred tax

Deferred tax asset

Accelerated capital allowances for tax purposes 18,566 23,136
. Work in progress

Work in progress 1,100,891 490,591

Work in Progress
Work in progress (WIP) represented by work done up to 31/03/2010
but not invoiced during that accounting period and completed

proportion of work in progress.
7. Trade and other receivables

Trade receivables 1,847,532 709 462
Deposits/Prepayments 36,774 27,72
VAT 11,997 -
WHT on call account 14,932 6,335
1,911,235 743,509
8. Cash and cash equivalents
Cash and cash equivalents consist of:
Cash on hand 2,304 6,144
Bank balances 2,854,848  2.267,983
2,857,242 2274127
9. Staled capital
Issued
Ordinary 10,000 10,000
10.Trade and other payables
Trade payables 530,980 361,066
VAT Payable - 196,186
Audit fee payable 35,000 27,500
Directors current account - 3,700
Expenses payable 7,500 7,500
Deposits received 2.000 2,000
Other payables 669,582 401,075
1,245,062 999,027
11.Revenue
Consulting fee 11,552,856 6,127,070
12.Cost of sales
Rendering of services
Consultancy Expenses (Local) 4,692,734 2,803,800
Consultancy fee - Rites Limited 4965599 2,066,513
PDA of visiting Eng. & WHT on Technical fee 129,635 220,477
9,787,968 5,090,790

13.Finance costs
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2010 Pula 2009 Pula
14.Taxation
Major Components of the tax expense
Current
Local Income tax- current period 174,305 87,108
15. Auditor's’ remuneration
Audit Fees 35,000 27,500
16.Cash (used in) generated from operalions
Profit before taxation B04,746 341,842
Adjustmenls for:
Depreciation and amortisation 3,845 8,285
Changes in working capital:
Work in progress (610,300)  (490,591)
Trade and other receivables (1,167,726) (743.509)
Trade and other payables 246,035 999 027
(723,400) 115,064
17.Tax paid
Balance at beginning of the year (87,109) (28,027
Current tax for the year recognised in profit or loss (174,305)  (87,108)
Balance at end of the year 93,404 87,109
(168,010)  (28,026)
18.Dividends paid
Balance at beginning of the year (20,000)  (20.000)
Balance at end of the year 20,000 20,000
19.Related parties
* Relationships
Holding company Rites Limited
Related party balances

Amounts included in {Trade receivable) Trade Payable regarding
related parties

Rites India Limited
S Bushan (Director)

3,303,603 1,829,392

3,700

20.Directors' emoluments

The directors emoulmenis paid during the year amounting to BWP
243,455,

21.Going concern

The financial statements have been prepared on the basis of
accounting policies applicable to a going concern. This basis
presumes that funds will be available to finance future operations and
that the realisation of assets and setilement of liabilities, contingent
obligations and commitments will occur in the ordinary course of
business.

The ability of the company to continug as a going concernis dependent
on a number of factors. The most significant of these is that the
directors continue to procure funding for the ongoing operations for the
company and that the subordination agreement referred to in note of
these financial statements will remain in force for so long as it takes to
restore the solvency of the company.



DETAILED INCOME STATEMENT

Note(s) 2010Pula 2009 Pula
Revenue
Consulting revenus 11,552,855 6,127,070
Expenses
Direct Expenses (9,787,968) (5,090,790)
Gross profit 1,764,887 1,036,280
Other income
Rental income 54,600 51.708
Discount received 13,949 -
Interest Income 96,484 84,446

165,033 136,154

Expenses (1,125,174)  (830.592)
Profit belore taxation 804,746 341.842
Taxation 14 174,305 87,108
Profit for the year 630,441 254,734
OPERATING EXPENSES
Accounting fees (20,200)  (31.000)
Advertising (18,875) (3.377)
Auditors remuneration 15 (35,000) (27,500
Bank charges (10,086) (8,626)
Computer expenses (6,450) (3.710)
Depreciation, amortisation and impairments  (3,845) (8,295)

Note(s) 2010 Pula 2009 Pula

Salaries & Wages (97,524) (74,075)
Office Expenses (1,012)  (9,730)
Interest to BURS (3,991) (782)
Unreafised foreign exchange gain/(loss) 123,840  (46,722)
IT expenses (3,992) (8,386)
Insurance, Licenses and Permits (89,466) {35,817)
Rental payments (169,773)  (160,015)
Medical expenses (116,128)  (17.086)
Motor vehicle expenses (31,449) (25,762)
Postage (18,304) (22,174}
Printing and stationery (108,049)  (187,432)
Repairs and maintenance (19,649} (3.314)
Security (9,517) -
Staff welfare (28,523) {5,961)
Telephone and fax (55,714) (63,303)
Training Levy (21,309) {4,570)
Travel - local (14,255) {1,630)
Travel - overseas (331,135)  (53.501)
Electricity and water charges {34,768) (27,824)
(1,125,174) (830,592

"















Property, plant and equipment having purchase cost up o TShs
1,000,000 or less are charged to income stalement in the year of
purchase. In respect of addiion/deletion of property, plant and
equipment during the year, depreciation is charged on pro-rata basis,

{e) Intangible assels
Start-up costs are capitalised and amortised on pro-rata basis over a
period of 5 years.

() Trade and other receivables
Trade receivables are recognised and camied at original invaice
amount less an allowance for any uncollectible amounts. Specific
provision is made against receivables considered to be doubtful of
recovery, Bad debts are written off when identified.

(g) Cashand cashequivalents
Cash and cash equivalents in the balance sheet comprise cash at
bank and in hand and short-term deposits.

(h) Provisions
Provisions are recognised when the company has a present
obligation (legal or constructive) as a result of a past event, il is
probable that an outflow of resources embodying ecanomic benefits
will be required to settle the obligation and reliable estimate can be
made of the amount of the obligation.

(i) Pensions and other post-employment benefits
Defined contributions for retirement benefits are made and charged to
the income statement.

{j) Leases
Operating lease payments are recognised as an expense in the
income statement on a straight-line basis over the lease term.

(k) Priorperiod adjusiments, prepaid expenses and expenses payable
Income and expenditure relating to prior period, prepaid expenses
and expenses payable not exceeding equivalent to TShs 1,000,000
in each case are treated as income and expenditure of the year in
which payments are made.

() Barrowing costs
Barrowing costs in the ordinary course of business are recognised
as an expense in the period in which they are incurred,

Borrowing cosls that are direclly atiributable lo the acquisition,
construction or production of a qualifying asset is capitalised as part
of the cost of the asset,

(m)Taxation
Income taxes are computed using the tax effect accounting
method, where taxes are accrued in the same perod as the related
revenue and expenses arise. A provision is made for income tax
annually based on the tax iability computed, after considenng tax
allowances and exemptions.

(n) Deferred tax
Deferred income tax is provided, using the liabllity method, on all
temporary differences at the balance sheel date between the tax
base of assets and liabilities and their carrying amounts for
financial reporting purposes. Deferred Income tax liabiliies are
recognised for all taxable temporary diffterences. Deferred income tax
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assets are recognised for all deductible temparary differences, carry-
forward of unused tax assets and unused tax losses, to the extent that
itis possible that taxable profit will be available against which the
deductible temporary differences, and the carry-farward of unused
assets and unused tax losses can be utilised. Currently enacted tax
rates are used lo determine deferred income lax.

(o) Cash llow statemenl

Cash flows are made using the indirect method, whereby profit
before fax is adjusted for the effects of transactions of a non cash
nature and deferrals or accruals of part or fulure cash receipls or
payments. The cash flows fram operating activities, financing and
investing activities of the company are segregated.
(p) Impairment of assets

The carrying amounts of the company's assets are reviewed at each
balance sheet date to determine whether there is any indication of
impairment whenever events or changes in circumstances indicate
that the carrying amount may not be recoverable. If any such
indication exists, the asst's recoverable amount is estimated, The
recoverable amount of an asset is the greater of its net selling price at
an arms length transaction and its present value of fulure cash flows
from the use of the assel and its disposal al the end of its useful
economic life. This impairment is recognised as a charge in the
income statement.

d OPERATING INCOME

2009 2008
T.5hs'000 T.5hs'000
Gonds 35,204,527 37,259,490
Passengers 7,811,386 8,096,960
Wagon Lease 1,317,061 .
44,432,974 45,356,450

4 (QOPERATING EXPENSES
Maintenance of ways and works 11,025,032 9,336,312
Maintenance of rolling stock 11,041,165 13,619,694
Locamaotive running expenses 15,608,275 21,477,932
Concession fee 12,236,647 9,480,922
Locomotive hire charges 11,012,431 9,280,518
Traffic expenses 7,243,506 6,439,914
Depreciation 578,201 156,238
68,745,256 69,791,530

5 GENERAL EXPENSES

Stock written off 274,503 114,388
Repairs and maintenance office 167,399 139,225
General Insurance and vehicle taxes 910,644 035,934
Subscription and donations 13,684 15,581
Audit fees 43,156 36,848
Amortisation of start up costs 713,040 713,040
Provision for doubtful debis 243,83 756,501
Miscellaneous expenses 1,217,154 1,541,850
3,583,412 4,253,378







2008 2008
T.5hs'000 T.5hs'000
Staff Loans & Advances 65,410 59,018
Prepayment & Deposits 166,845 356,908
Otherreceivables 403,464 710,607
3,478,184 5,289,967
14 TRADE & OTHER PAYABLES
Trade Payables 5,611,720 4,820,929
Customer Deposits 867,331 1,122,628
Taxes and duties 1,349,442 462,321
Accruals 2,304,417 2,066,995
10,132,910 8,472,873
15 LONGTERM LOAN
IFC Loan
Principal 18,386,060 17,924,200
Interest accrued 1,328,704 813,447
19,714,764 18,737,647

The Company has entered into Loan agreement with International
Finance Corporation, an International Organization established by
Articles of Agreement among its member countries including the
United Republic of Tanzania ("The IFC"). The Loan agreement was
dated on 15th September, 2007, The IFC agrees to lend the Company
upto$ 44,000,000, Till date a disbursement of $ 14,000,000 is made
to the company.

Purpose of the Loan:

The Loan was provided to finance the cost and expenditure associated
with acquisition of the rights to use, rehabilitation, improvement,
completion, ownership, operation and maintenance of railway and
related facilities located in the country, all as contemplated in the
agreement entered between the Company and RAHCO'

Terms of the loan

Interest rate shall be the rate which is asum of -

(i) Relevantspread and,

(i) LIBOR on the interest determination date for that interest period for
six (6) Months (or in case of the first interest perod of any
disbursement, for 1 manth, 2 months, 3 months, or 6 maonths,
whichever period is closest to the duration of the relevant interest
period (or, it two periods are equally to close , the longer one)
rounded upward to the nearest three decimal places.) The IFC shall
determing the interest rate applicable 1o that interest period and
promptly notify the company of that rate.

Repayment ; The borrower shall repay the loan on the interest
payments dates in every six months of anamount of $ 2,000,000
commencing from 15 Decernber 2011 upto 15 June 2022,

16 Related party transactions

The following are the related parly fransactions with RITES Ltd and
RAHCO
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a)

b)

c)

2009 2008
T.Shs'000 T.5hs'000

Purchase of goods and services
RITES Ltd 16,813,394 14,850,765
Reli Assets Holding Company 12,307,822 10,614,900
29,121,216 25,465,665

Outstanding balances arising from sale and purchase of goods/
services
Amounts due from related parties

Reli Assets Holding Company 373,580 372 469

Amounts due to related parties

RITES Ltd 27,469,888 10,323,735

Reli Assets Holding Company 27,868,557 13,544,943
55,338,445 23,868,678

The amount shown above are net of advances made and groosed up
with statutory obligations.

Financial Risk Management Objectives and policies

The company's activities expose it to a variety of financial risks,
including credit risk, foreign currency exchange risk and liquidity risk.
The company's overall risk management programme seeks to
minimize potential adverse effects on its financial performance. The
company does not hedge foreign exchange risks as il has a steady
inflow of US Dollar denominated revenue.
Directors Remuneration

Directors's Sitting Fees

CONTINGENT LIABILITY

M/s RAHCO has made claims in respect of hire charges for usage of
vehicies, cannibalization. wagon vandalism amounting to TSh.
3,323,958,650 which is not accepted by the company. RAHCO has
also raised a demand of USD 671,508.25 & TSH 604,620,717 as
interest on unpaid concession fee, which has been disputed by
management. At the same time TRL has also claimed expenses to be
incurred on rehabilitation of locomotives and wagons estimated at
USE 41.9 Million, out of this TRL has incurred expenses of USD
1,720,944 on rehabilitation of four 73 class locomotives and has also
having a capital commitment of USS 8,760,000 on six 88 class
locomotives. Apart from this the expenses incurred by TRL on
procurement of VHF Radio system amounting to Tsh 803,992,027
has also been claimed from RAHCO,

There are claims from the customers on account of loss of the goods
when fransporting goods and by a NGO for delayed departure of
passenger train totaling to Tsh 901,902,106 and USD 221,757 .
Liabilities in respect of these has not been provided for pending
determination of amounts for which claims can be setiled. This does
natinclude the claims which are pending with insurance company.
There are some claims lodged by employees seeking compensation
through arbitration/court /Manpower department. The liability .if any ,
arising on decision of the cases by the respective authorities will be
accounted for at the time of finalization of the claim/case.

18,998 13147















