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1. Executive Summary 

 Background 

Based on the approval of the PRASA BOC the consolidation of PRASA CRES and Intersite was 

completed in the form of a Hybrid Model i.e., a Division (PRASA CRES) with a Special Purpose 

Vehicle (Intersite). One of the main reasons for this choice was the ease and simplicity of 

implementation, the other being the realization that a separate legal form can be used to raise 

debt  whilst mitigating risk and exposure to the PRASA balance sheet. 

 

In terms of the consolidation, Intersite personnel were transferred out of the entity into PRASA CRES, 

and other entities within PRASA Group and 2 senior managers were given a Voluntary Severance 

Package (‘VSP’).  The day-to-day management role over the Intersite Vehicle entity resides with 

PRASA CRES. The vehicle will be used for revenue generation transactions and secondary mandate 

opportunities only. This will ensure that all risks associated with the transactions are ring fenced 

and that it delivers value to the   Shareholder as per the initial intent.  

 

Intersite still has its own Board of Directors as stipulated by the Company’s Act, however the Board 

is constituted with Members as directed by the PRASA BOC. To ensure strategic alignment, optimal 

cost structure, the CEO of PRASA CRES is also the CEO of Intersite.  

 

This executive summary seeks to provide salient features of the SPV including: 

• Strategic objectives of Intersite within the consolidated PRASA CRES Division. 

• Alignment and support to PRASA Strategic Objectives. 

• Investment Framework to enable the Secondary Mandate through Intersite 

• The key focus areas of Intersite. 

• The Resourcing of Intersite 

• Governance and Strategic Oversight over Intersite 

• Core Business of Intersite 

• Sustainability Model 

• Investment Structure with Co-Investment Options with Developers 
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Each of these points is discussed in more detail in the following section. 

Strategic Objectives of Intersite:  The strategic objectives of Intersite are listed below and are: 
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 Investment Framework to enable the Secondary Mandate-  

The Investment Framework is to be considered and approved by the BOC of PRASA and will 

provide the basis for decision making by the PRASA Executives, BOC of Intersite and BOC of PRASA  

to provide comfort that third party transactions are above board and compliant when approving 

transactions in line with the approved Investment Framework.  This framework would avoid 

various interpretations of the PFMA and how it is applied.  

 
The Key Focus Areas of Intersite  

The key focus areas of Intersite can be divided into Real Estate Developments and Investments, as well 

as ICT and Telecommunications infrastructure and Renewable Energy. 

 

1. Real Estate Development and Investments 

a. Property Developments and Investments 

2. Information and Communication Technology (ICT)/Telecommunications Infrastructure 

a. Optic Fibre deployment and leasing (Dark Fibre) of PRASA excess capacity 
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b. Tower deployment and leasing 

c. Wi-Fi provision 

3. Renewable Energy 

a. Roll out for efficient savings will be under CRES and in long term strategy, Intersite to 

commercialise excess capacity 

b. Commercialisation 

It is important to note that to enable value realization from the above stated focus areas, the capital 

budget, the mandate and the borrowing powers must reside within Intersite. Such an arrangement   

will enable focus and agility in responding to market development. 

 
 

The Resourcing of Intersite 

The Accounting Officer or the CEO for Intersite i.e. the CRES CEO, has developed a plan for the 

optimum resourcing of Intersite through CRES ensuring that it remains lean and mean, agile, and 

responsive to market developments to fulfil its mandate  

 
Governance and Strategic Oversight over Intersite 

The following are the key governance considerations: 

• Own dedicated and separate Board of Directors 

Intersite has its own Board of Directors comprised in the main of PRASA BOC Directors with 

independence in compliance with the Companies’ Act, the PFMA and the King Code of good 

corporate governance. The PRASA GCEO also form part of the Board of Directors of the entity 

as well. 

• Policies and processes 

All the relevant group policies will be applicable 

• Prescribed Officers 

Prescribed officers and delegated personnel authorized to act on behalf of the entity were 

appointed by the Intersite Board. These officials are responsible for implementing the strategy 

and business plan of the entity and are held accountable for its performance or lack thereof. 
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Core Business of Intersite 

The two (2) areas below in Figure 1, represent the core focus areas of Intersite, Real Estate 

Developments and Investments and Commercial Services  

Sustainability Model 

This model, Figure 2, ensures that the expenditure within Intersite is well within the income 

generated as all management costs associated with the entity is housed within PRASA CRES. The 

net income will be paid over to PRASA CRES on a predetermined frequency. This will ensure that 

the entity does not incur any losses and further affords the entity time to build a track record that 

becomes relevant for  debt funding purposes and will contribute towards the primary mandate’s 

running cost. 

Investment Structure with Co-Investment Options with Developers 

For illustration purposes: The investment structure as depicted in Figure 3, is the most preferred 

method for co-investment options as it does not have any complexities however transactions are 

not limited to the said structure and investment structuring will be reviewed on a transactional 

basis. 

 

   
Figure 1: Core Business of Intersite   Figure 2: Sustainability Model 
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   Figure 3: Investment Structure 
 

2. Intersite Mandate and Objectives 
 

2.1 Mandate 

The PRASA mandate is derived from the following legal Acts: 

• Legal Succession to the South African Transport Services Act, (Act 9 of 1989) Act; 

• Legal Succession to the SATS Amendment Act (Act 38 of 2008). 
 

The primary mandate of Intersite is derived from the secondary mandate of PRASA. PRASA 

has two mandates, primary and secondary. 

 

The primary mandate of PRASA is detailed as follows: 

• To ensure that, at the request of the National Department of Transport rail commuter 

services are provided within, to and from the Republic in the public interest. 

• Provide, in consultation with the Department of Transport, for long haul passenger rail 

and bus services within, to and from the Republic in terms of the principles set out in 

section 4 of the National Land Transport Transition Act, 2000 (Act No. 22 of 2000). 

 

The secondary mandate of PRASA is as follows: 

• The second object and secondary business remains that PRASA shall generate income 

from the exploitation of assets acquired by it. 

These mandates shall have due regard for key government objectives: 

• Social objectives. 

• Economic objectives. 

• Transport objectives. 
 

The secondary mandate of PRASA is in line with mandates and operations of rail companies 

across the globe where their non-rail income generates a significant portion of their profits 

and assists in subsidising their passenger transportation mandates. 
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2.2  Strategic Objectives 

The strategic objectives of Intersite are listed below and are: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Table 1: Intersite Strategic Objectives 

 

 

Intersite Strategic Objectives Key Focus Areas 

1.Grow PRASA revenue 

through exploitation of PRASA 

assets 

• Real Estate Investments 

• ICT/Telecoms infrastructure 

commercialization (Optic Fibre, Towers) 

2. Strategic partnerships for 

exploitation of assets with 

both public and private 

partners 

• Identify and secure new business 

opportunities for the exploitation of the 

PRASA assets. 

• Enter strategic partnerships that deliver 

shareholder value and benefit PRASA and 

other stakeholders (Government, SOC’s, 

Commuters, Municipalities, etc.). 

3. Build a Strategic Balance 

Sheet that is attractive to 

Funders 

Achieve this through the following initiatives: 

• Direct access to PRASA capital grant funding 

for Co-Investment that sits in the account of 

the entity 

•  Use of leverage (debt) to achieve optimal 

funding mix as a long-term strategy 

• Transfer of selected assets through long 

term leases to acquire rights (leasehold) 

over those assets from PRASA to Intersite 
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2.2.1 Intersite’s support of PRASA’s Strategic Objectives 

In the execution of its mandate, Intersite will support PRASA strategic objective as follows: 
 

PRASA’ Objectives Intersite’s Support 

Improve the experience of the customer • Roll out Free Wi-Fi at Top 40 stations 

• Free commuter Wi-Fi service 

Improve performance of rail system • Telecoms Infrastructure (Fibre, Towers and 

Data Centres) 

• Lease out these assets for revenue generation 

Re-align support functions to archive an 

efficient rail business 

• Roll out of Wi-Fi at Top 40 stations 

• Risk Management aligned to the Business Plan 

• Good Corporate Governance in line with 

Governance framework 

• Ethical Business Conduct in line with the Code 

of Conduct and best practice 

• Corporate Social Investment Initiatives 

Modernise the rail system   through the PRASA 

capex investment programme 

 

• Deployment, Maintenance and Monitoring of 

Fibre 

Expand PRASA rail networks and services 

through regional/provincial corridor expansions 

and introduction of 

new services 

 

• Transit Orientated Developments (TOD) 

• Corridor densification (Commercial, Residential, 

Retail and mixed use) 

Driving the secondary mandate through the 

exploitation of assets to support primary 

mandate. 

• Commercialisation on stations 

• Developments on PRASA land and properties 

• 3rd Party Real Estate Development and 

Investment 

• Leasing of Optic Fibre (dark optic fibre) 

• Commercialisation of Telecoms Towers 

• Wi-Fi Solutions 

 
Table 2: Intersite’s Support of PRASA Objectives 
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3. Vision, Mission and Values 

 
 

The Vision 
 

To be a premier asset investment company focusing on both tangible and intangible assets of 

PRASA for the benefit of South African Commuters and other stakeholders. 

 

Mission 
 

To effect a rail revolution through the property & asset development of opportunities in and 

around rail infrastructure  and commuters. 

 

Our Values 

Our values are aligned to that of PRASA as set out below: 

 

 
 
 
Figure 1:  Intersite Values 
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4. Business Overview 
 
 

The consolidation of Intersite, PRASA CRES and all those property functions that reside within 

PRASA TECH into a single consolidated Model, a Division (PRASA CRES) with   an SPV (Intersite) was 

completed and is operational as from 1 April 2021. 

 

The two (2) areas below represent the core focus areas of Intersite. 
 
 

1) Real Estate Developments and Investments 

2) Commercial Services  

• Information and Communications Technology (ICT)/Telecommunication 
Infrastructure 

 
 

The investment and business philosophy of Intersite is to commercially exploit opportunities 

around the focus areas and PRASA assets and are primarily based on strategic partnerships with 

entities that have the appropriate entrepreneurial insights, knowledge, experience, skills, and 

access to equity investment funding into the particular opportunity. This is to ensure that Intersite 

can generate income for the PRASA Group and at the same time mitigate risks. 

 

4.1 Intersite Operating Model 
 
 

An operating model makes it possible to deliver on the business strategy. Operational design 

follows strategy and consequently the operating model as depicted overleaf is under pinned by the 

approved Intersite strategy. 

 

The core business areas as indicated provide the operational focus. The model is designed to 

enable Intersite to implement the required strategies to execute the mandate as articulated earlier 

in the document. 
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   Figure 2: Intersite Core Business and Support Functions 

 
 
 

4.2 Intersite Management Structure 
 
 The management structure derived to support the operating model is based on the 
following  key support functions  

• Finance and Supply Chain 

• Information and Communications technology 

• Risk 

• Legal and Compliance: and 

• Internal Audit 

• Human Capital Management 

These will be in-sourced from PRASA (CRES and Group)  
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The functional organizational structure is depicted as follows: 

 
 

 
 
   Figure 3: Intersite Functional Organogram 
 
 

The above figure depicts the required functions to manage Intersite. The actual sourcing of 

personnel to execute on these functions is within PRASA Cres and the incumbent is responsible for 

CRES and Intersite. The Executive Investments is sourced from PRASA Group Finance and in an advisory 

capacity in Intersite. 
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4.3 Funding Structure 
 

 
Figure 4: Intersite Proposed Funding Model 

 
 

The first and most cost-effective source of funding on any property developments or 

infrastructure investments remains  internal allocation of Capital from PRASA as the internal cost 

of capital is zero. The second option is accessing debt funding from external funding institutions. 

To prepare for accessing the debt market in the long term it is strategic that an adequate balance 

sheet and a formidable performance track record is in place in order to enable the required gearing. 

 
This will be achieved through the pipeline developments and Co-Investments to be structured through 

Intersite. Such a balance sheet is populated with the relevant investment grade assets that has an 

adequate track record. 
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In summary, the funding sources are as follows: 

• PRASA Capex allocation 

• Debt funding (On or off-balance sheet)- long terms plan once a track record has been set 

• Strategic Partnerships (Equity) 

 
 

4.4 Sustainability Model 
 

 
 

  Figure 5: Intersite Sustainability Model 
 
 

This model ensures that the expenditure within Intersite is well within the income generated as 

all management costs associated with the entity will be housed within PRASA CRES. The net income 

generated will be paid over to PRASA CRES on a predetermined frequency. This will ensure that the 

entity does not incur any losses and further affords the entity time to build a track record that 

becomes relevant for debt funding purposes. 

 
Following investments made by Intersite, all income less the operational expenditure will be 

returned to CRES on a monthly basis. The benefit to CRES is therefore immediate where income 

generating assets are acquired. 
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4.5 Investment Structure 

 

Figure 6: Investment structure 

 

The above investment structure is the most preferred method for co-investment options as it does 

not have any complexities however transactions are not limited to the said structure and 

investment structuring will be reviewed on a transactional basis. 

 
 

4.6 Asset Base 
 

Currently the entire PRASA asset base resides with PRASA and there are no assets that reside 

within the balance sheet of Intersite.  

 
4.7 Transformation Enablers 

 
The following transformation enablers is key to the success of Intersite and PRASA property and asset 

development as a whole: 
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• Statutory Plan Integration: The development of integrated transit-oriented developments 

is dependent upon proactive engagement with the relevant spatial and transport-planning 

authorities linked with supportive land use policies at all three levels of government. While 

limited interaction has occurred within PRASA through the Strategic Network Planning  

Department, intensified liaison is necessary which will assist in spatial planning, land use 

zoning and land use density requirements necessary to support transit-oriented 

developments around railway stations. The integrated development plans and associated 

land use planning frameworks can be positively influenced by intensive liaison through 

formal structures. This concerted effort is required to ensure integrated plans and to 

secure strategic land parcels along new planned corridors. 

 

The Intersite strategy needs to be elevated to a top strategic priority. Property strategy needs to 

be effected in line with the “rail plus property strategy” employed by successful rail companies 

around the world. 

 
The Telecoms strategy needs to receive the requisite focus so that it can harvest opportunities around 

the commuter base and infrastructure to provide significant immediate returns. Both property 

and telecoms initiatives have the required support from the Group and the Shareholder and is 

recognised as a significant contributor to growing the asset base and the need to develop funding 

streams to sustain the long-term interests of the Group. 

 

It should be noted that these initiatives are in line with best practice benchmarks research and 

expectations from the Department of Transport. The transitional “enablers” that have been identified, 

are to be managed aggressively to enable the transformation to occur within the required period. 
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Initiatives to be addressed: 
 

• Conversion to a schedule 2 entity (for ease of doing business with respect to Private Public 

Partnerships, borrowings and S54 exemptions) 

• Approved borrowing plans 

• Internal Capital allocation as the first funding option on a grant funding basis 

• Debt funding options 

• Investments into current pipeline projects 
 
 

4.8 Business imperatives critical for Intersite 
 
 

4.9.1 A conducive economic climate to facilitate: 
 

• the investment by strategic partner/s in the development of properties and assets. 

• capital raising for the funding of Intersite/PRASA participation into PRASA 

properties/assets investments. 

• capex allocation from PRASA to Intersite. 

• the commercialisation of PRASA telecommunication infrastructure, including Dark 

Fibre and Telecoms towers leasing. 

• the growth and development of the property portfolio and assets of PRASA/ Intersite; 
and 

4.9.2 Funding for the required strategic and defined planning and asset identification cost. 
 

4.9.3 Regulatory approvals from the relevant authorities. 
 

4.9.4 Available select and approved investment assets and properties ready to be taken to 
market. 

 
4.9.5 Approval for the implementation of the approved Investment Framework by PRASA Group. 

 
4.9.6 Lease by Intersite of the select rights and assets from PRASA to build a balance sheet; and 

 
4.9.7 Experienced, technically qualified, and competent personnel is required to execute on 

the functional areas of Intersite. 
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5. National Strategic Objectives: National Development Plan 
 

The National Development Plan’s (“NDP”) objective is to eliminate poverty and reduce inequality. 

In order to achieve this, the NDP identified six interlinked priorities as follows: 

• Uniting all South Africans around a common programme to achieve prosperity and equity. 

• Promoting active citizenry to strengthen development, democracy and accountability. 

• Bringing about faster economic growth, higher investment and greater labour absorption. 

• Focusing on key capabilities of people and the state. 

• Building a capable and developmental state; and 

• Encouraging strong leadership throughout society to work together to solve problems. 
 
 
 

5.1 The PRASA Group in delivering on its primary and secondary mandate  

Seeks to contribute to many of the interlinked priorities and action plans above, but Intersite 

specifically in delivering on the secondary mandate is effecting change in the following 

interlinked priorities: 

• Bringing about faster economic growth, higher investment and greater labour absorption. 

• Focusing on key capabilities of people and the state. 

• Building a capable and developmental state. 
 

In addition, the following action plans: 

 
• Boost private investment in labour-intensive areas, competitiveness, and exports, with 

adjustments to lower the risk of hiring younger workers. 

• Public infrastructure investment at 10 percent of gross domestic product (GDP), financed 

through tariffs, public-private partnerships, taxes and loans and focused on transport, 

energy and water. 

• Interventions to ensure environmental sustainability and resilience to future shocks. 

• New spatial norms and standards – densifying cities, improving transport, locating jobs 

where people live, upgrading informal settlements and fixing housing market gaps. 
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5.2 Linkages between SIPs and Intersite initiatives:  

Below is a list of Intersite initiatives that respond to the various Government SIP. 

 

Strategic 
Integrated 

Programme (SIPS) 

 
Focus Area 

 
Intersite Initiatives 

SIP 6 Integrated Municipal 
Infrastructure 
Programme 

Yes. 
Urban network strategies and plans (corridor 
strategy); and Intermodal transport facilities 
 

SIP 7 Integrated Urban Space 
and Public Transport 
Programme 

Yes. 
Transit Oriented Developments (TOD); and 
mixed used developments that support corridor 
densification on PRASA land 

SIP 15 Expanding Access to 
Communication 
Technology 

Yes 
Fibre leasing, Tower leasing and ICT services 
provision. 
Examples: Utilise PRASA’s fibre to fulfil the 
objectives of SENTECH Towers Fibre 
Connectivity, SA Connect and Gauteng Province 
Broadband projects 

Table 4: Intersite Role in SIP’s 
 
 

The secondary mandate of PRASA therefore has a very important role to play in contributing 

towards very important programmes for the country and its people and it is vital that this 

mandate is rolled out effectively and efficiently. 

 

6 Market analysis 

6.1 The South African Economic Outlook 
 

6.1.1 Macroeconomic performance and outlook 
 

The South African economy grew by 1,1% in the first quarter of 2021 (January–March), translating 

into an annualised growth rate of 4,6%.1 This follows a revised 1,4% (annualised: 5,8%) rise in real 



24 | P a g e 
Intersite Asset Investments Business Plan 2021-2022 

 

 

gross domestic product (GDP) in the fourth quarter of 2020. 

 

The COVID-19 pandemic and subsequent lockdown restrictions caused significant disruptions to 

the South African economy. Real GDP was R782 billion in the first quarter of 2020 (January–March). 

In the second quarter of 2020 (April–June), when lockdown restrictions were at their most stringent 

Economic activity has increased since then, in line with easing lockdown restrictions, with real GDP 

rising to R761 billion in the first quarter of 2021. This level is roughly comparable to what the 

economy was producing in the first quarter of 2016 and is 2,7% down from the R782 billion 

recorded in the first quarter of 2020. (Source Stats SA). 

 

6.1.2 South African Property Market Overview 
 

  State of the property market   in quarter 4 of 2021 (Rode Report Q4/2021) 

 The final report of 2021, indicates  that the  property  market  generally  performed better  in  

 2021  after  a  disastrous  2020.  Not many would have forecast at the end of 2020    that listed 

 property would  be  the  top-performing  traditional  asset  class  in  2021, outshining equities, 

 bonds and cash. Several REITs managed to deliver better  financial results  and  reward  

 shareholders  with dividends,  but a few still disappointed. The property market is without a 

doubt not out of  the  woods  yet,  as  the  economy  still has  not  reached  2019  levels,  while  

Covid-19 remains a threat. Besides, property fundamentals, such  as  vacancy  rates  and rental  

levels,  are  still  under  significant pressure  for  office,  and  to  a  lesser  extent, retail  properties,  

which  implies  that  it  will take  a  few  years  for  the  sector  to  recover fully. The  industrial  

property market  continues  to look best placed at  this  stage due  to its low vacancies  and  

recovering  rental  growth.  It ended 2021 quite well to edge ahead of house prices, which have  

slowed of late,  to be  the top-performing property market. 
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6.2 Porter’s Five Forces Model 
 

The Porter Five Forces Model has been adopted to analyse Intersite’s operating environment. This 

tool entails the analysis of the environment, key stakeholders (suppliers and customers) and the 

external environment (potential threats of competitors). 

 
The table below presents a high-level analysis of the operating environment. 
 

 
QUADRANT 

RISK 
(H/M/L) 

 
 

COMMENTS 
 

Bargaining 
power of 
customers 

 

 
 

H 

The developments are given impetus by commuter base, even though the greater 
South African communities are also buyers of products and services offered by 
Intersite and the PRASA Group. Should the commuters and indirect communities boycott 
PRASA Rail services, Intersite developments will suffer because of the low patronage 
leading to lower income. 

 
 

Bargaining 
power of 
suppliers 

 
 
 

H 

Intersite cannot compete in the sector without strategic partnerships that will realize 
feasible and bankable projects. These strategic partnerships or suppliers are those of 
skill and expertise equity, loan financiers, property developers, professional services, 
etc. The most vital being the development partners, equity partners and debt 
financiers. Should these suppliers be unavailable to Intersite, critical projects will be 
severely jeopardized. Reliance on the developers due to lack of expertise, and funding. 

 

 

Threat of 
substitute 
services or 
products 

 
 
 

M 

Should PRASA Group feel that Intersite cannot meet their mandate requirements, 
PRASA may elect to utilize Intersite’ s competitors to implement the income 
generation mandate. In addition, development of properties adjacent to PRASA land 
poses a threat to Intersite’s potential development projects. Investors may choose to 
invest in mature property markets. The growth of online shopping which may move 
consumers from shopping malls. 

 

Threat of new 
entrant or 
changes to 
market 
players 

 
 
 

M 

Transnet is one of the major ‘new entrants’ threats for Intersite. The common ancestry 
is the main threat for Intersite. Some key properties are earmarked for transfer into 
the PRASA Group are held by Transnet, which if delayed could result in late or no 
implementation of developments and therefore no development income. In addition, 
Transnet may elect to transform its property arm, Transnet property, into a similar 
entity to Intersite. This will reduce the market share for Intersite. 

 
 
 
 

Extent of 
Competitive 
Rivalry 

 
 
 
 
 

M 

Notwithstanding the exclusive mandate to leverage PRASA Group asset base, PRASA’s 
competitors are matured property developers and entities. These developers and 
entities are entrenched in the market, PRASA may be seen as a growth fund, and the 
inclination will be to demand higher than market returns for the perceived risks in 
investing in PRASA Group assets. 

 
Although PRASA stations have a captive market based on the commuter numbers, 
the owners of land adjacent to PRASA stations represent significant competition and a 
viable alternative for commuters. Certain of the developers have experience of 
developing alongside rail station. 

 
Table 10: Porters Model 
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6.3 Strength Weakness Opportunity Threat (SWOT) Analysis 
 

SWOT ANALYIS 
STRENGTHS: 
 
a. Consolidation with CRES and elimination of 

internal competition 
b. Access to the huge and diverse PRASA asset base. 

(e.g. real estate, energy assets and telecoms 
network, advertising assets, etc.). 

c. National asset base and network footprint (e.g. 
presence in GP, KZN, WC and EC). 

d. Tax exempt status. 
e. Focused strategy of select asset investments and 

exploitation (real estate, telecoms etc.). 
f. Lower cost of entry as infrastructure is already in 

place 
g. Preferential access to Govt. and Govt. entities and 

markets 
h. Access to capital grant funding (parent company 

PRASA) 
 

WEAKNESSES: 
 
a. Zero asset base 
b. Zero borrowing powers 
c. Restrictive PFMA schedule (3B) 
d. Heavily regulated (PFMA, Company’s Act, PPP and 

S54). 
e. Poor state of asset maintenance and repairs 
 

OPPORTUNITIES: 
 
a. Strategic land and property holdings in prime 

locations. 
b. Huge commuter base that supports mixed used 

developments (retail, residential and commercial). 
c. High growth industry sectors (e.g. Transit Oriented 

Developments [TODs], ICT, telecoms and renewable 
energy) 

d. Partnerships with other Govt. entities (e.g. Dept. of 
Human Settlements and DBSA) to deliver joint 
programmes e.g. Transit Oriented Developments 
around PRASA station precincts. 

e. Digital terrestrial TV migration and increased demand 
for high capacity bandwidth telecoms network 

f. Schools and Govt. facility broadband connectivity 
needs and requirement for telecoms network 

g. PFMA scheduling change (3B to 2) resulting in ease of 
doing business and access to debt market 

h. Telecoms infrastructure, Real Estate, Energy and 
Advertising rollout jointly with strategic partners 

i. Unspent CAPEX at a Group level 

THREATS: 
 
a. Reduced rail market share and attractiveness of rail 

related assets and opportunities. 
b. Slow economic growth. 
c. Sovereign credit risk downgrades and risk of further 

downgrades. 
d. Capital scarcity. 
e. High rate of unemployment and reduction in 

consumer buying power. 
f. High levels of consumer/commuter indebtedness 

and reduction in disposable incomes. 
g. Administered prices increasing at rates far above 

that of inflation (CPI). 
h. Increased costs of borrowing. 
i. Slowdown in foreign direct investments (FDI). 
j. New entrants into the Intersite focus market areas 

e.g. competitor developments; competitor network 
deployments; etc. 

k. Loss of investor interest and appetite for PRASA 
assets. 

l. Increased cost of doing business within PRASA 
environment due to vandalism and acts of sabotage 
on the PRASA network 
 

Table 11: SWOT Analysis 
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6.4 Value Drivers 
 

• Access to capital for investments in the form of grant funding or borrowing powers to Intersite. 

• Obtaining the development rights. 

• Creation of attractive transit-oriented development property portfolio and growing its value. 

• Commercially sound strategic partnerships with equity investment capital third parties who have the 
credentials and are market leaders. 

• Leasing by Intersite of the select income rights and assets from PRASA. 

• Intellectual capital within Intersite. 

• Services obtained from PRASA or outsourced from credible entities. 

• Exclusive rights from PRASA to develop its assets and properties. 

• PRASA commuter base to access. 

• Good relationship with the Cities where the sites are located; and 

• Urbanisation 
 

6.4.1 Intersite Competitive Advantage 
 

Similarly, the competitive environment conditions are consistent within all the business departments with a few 

anomalies where issues are industry specific. These conditions are as follows: 

 

Real Estate: 

• The property development industry is a mature and competitive environment in South Africa, which is 

dominated primarily by listed and unlisted property players. These major players include Growthpoint, 

Liberty, Old Mutual, PIC, Redefine, Hyprop, Rebosis, etc. 

• The major players are focused primarily on retail and commercial properties, although a few residential 

property funds have also recently been established. 

• PRASA stations have a captive market based on the commuter numbers. This will likely have a positive impact 

and makes PRASA property portfolio desirable with time as market experiences increased competition. 

 

 

 

• Strengthening internal processes will ensure that necessary governance bottlenecks are address. 
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• Easing of barriers of entry especially for new players in the transit-oriented property space will expand the 

transformation status of the organisation. 

 

Commercial Services 

• The PRASA rail network provides the opportunity for Intersite to large-scale fibre optic networks along the 

existing rights of ways. By running along railway tracks, has access to over one thousand kilometres, which 

extends over all the country’s provinces, including most major cities. Utilising this capacity is attractive as 

well as competitive as it enables Intersite to avoid the major expenses inherent in civil works and obtaining 

rights to network expansion through servitudes. 

• Future growth opportunities include new developments on PRASA land, where opportunities for telecoms, 

renewable energy and advertising exists. These include developments like Umgeni, Cape Town, Firgrove, 

Woodstock, to mention but a few. 

 

7. The Investment Framework 
 

It is imperative that an Investment Framework is approved as it will provide the basis for decision making by the 

PRASA Executives, BOC of Intersite and BOC of PRASA  so that going forward it provides comfort that similar third 

party transactions are above board and compliant when approving transactions in line with an approved 

framework. This framework would avoid various interpretations of the PFMA and how it is applied.  

 

The role of the secondary mandate of PRASA is to provide a diversification of income streams away from fare 

revenue. The objective is to utilise its vast asset base and capital program to seek opportunities that will deliver 

long term income generation to support the primary mandate. This could involve the utilisation of non-core 

assets or unutilised core assets to generate rental income and/or the investment into projects that will generate 

returns greater than the cost of capital or relevant benchmark established. The relevant benchmarks for each 

asset class are determined in the Investment guidelines as developed for each asset class 
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8. Operational Structure of Cres and Intersite Consolidated  
 

 
Figure 19: Approved operating structure of the Property Entity 

 
 

8.1 Operating Intersite as a Special Purpose Investment Vehicle (SPV) 
 
8.1.1 Management of Intersite 
 
Management – A selected number of executives from CRES is appointed as prescribed officers in 

Intersite and conduct the daily business as is required by the SPV. Those are the Chief Executive Officer, 

Chief Financial Officer, and Executive Managers for Real Estate and Developments, and Commercial 

Services. The CEO and CFO is the executive directors of the SPV and will be responsible for executing the 

portion of the property strategy falling under the SPV. 

Support services – The support services like Finance, HCM, SCM, Company Secretary and others is 

provided provided by CRES or the Group. 

Constitution of the Board of Intersite -The board is made up of directors and a company secretary as 

appointed by the PRASA Board. The PRASA GCEO will become an ex-officio Board member. 

Business plan- The business plan for the property portfolio is developed at CRES and the business plan 

for Intersite will be a separate document approved by the Intersite Board and PRASA BOC 
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8.1.2 Focus of Intersite 
 
The primary focus of the use of Intersite as an investment vehicle is to generate income from 

investments. This is achieved through focusing on the following primary areas of infrastructure: 

• Property in its broader sense. 

• Telecommunications and the opportunities offered by virtue of PRASA’s position as a regional 
infrastructure player and last mile joint venture partner. 
 

Property - The primary counterparties would be: 

• Third party developers who want to invest onto PRASA properties. 

• The repurchase of developments on PRASA properties from third party developers. 
 

Telecommunications – The primary counterparties would be: 

• The telecoms companies who would use the fibre network opportunities along PRASA’s corridors. To be 

clear it is not just PRASA’s fibre network that offers a competitive advantage but the fact that its rail 

corridors allow for easy access and roll out across the region without having to dig up pavements and 

obtain municipal consents. 

• The last mile service providers who would light and use the fibre to generate income. 
 

 

8.1.3 Using the Intersite vehicle to house investments 

•  The developments on PRASA properties are expected to exceed R10 billion over the next 15 years and 

PRASA does not possess the capital to purchase all of these outright but would want to participate in 

the returns generated by the top structure through a Co-investment  as a Co-lessee. 

• Due to the risk associated with especially property development, it would be best to ringfence the 

transaction under vehicle such as Intersite which will not incumber PRASA’s balance sheet 

• Where PRASA wishes to participate in a portion of the development  through a co-investment as a tenant, it 

will need a separate vehicle through which to place this investment as it cannot legally be the lessee and 

lessor to the same  lease and Intersite provides this opportunity. 

• Intersite is a vehicle which can be used to raise funding once a credible balance sheet has been created 

for investment into further opportunities. 
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8.1.4 The structuring of a development lease 

Development leases have been a feature of PRASA’s property landscape since the 1990’s when in an 

effort to generate more income, development leases were entered into with property developers to 

generate land rentals to the benefit of PRASA. During the development of the new property strategy 

adopted in 2012, it was recognised that simply receiving land rentals did not provide the sort of returns that 

PRASA was after and it was then decided to repurchase current development leases where possible and 

when entering into new development leases to include an option to participate in the returns generated 

by the top structure as they were far greater than the land rental returns received. 

 

The development lease works as follows: 

• PRASA advertises opportunities and accepts proposals to develop opportunities on its land. 

• An assessment is undertaken, and a third-party developer chosen to undertake the development. 

• A development lease is entered into between the parties and details the following: 

o That PRASA through CRES will lease out the land for a specified period e.g., most of 

these leases are between 35 and 50 years long. 

o PRASA will receive a land rental from the developer based on market which normally is 

around 1% to 2% of total development cost. 

o PRASA in the latest leases have included an option to invest in the top structure so that it can 

enhance its returns and economic benefits from these developments. 

o The lease effectively divides the property into two constituent parts, one being the land and 

the other being the top structure. 

o The developer undertakes to develop a top structure of a certain size and value. 

o The top structure and all its leases will revert to PRASA at the end of the lease period. 

o From a legal perspective, the top structure does not belong to the developer, but its right is 

the right of use of this structure to generate income. 

o Should the developer or any subsequent owner wish to sell the property, it is offered to 

PRASA through a first right of refusal to acquire it at a market value. 
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8.1.5 Co-investment on the top structure 

Conventionally property investments are made through purchasing shares in a vehicle that invests into 

the property. This is not however how a participation in the development lease is created. The option 

to invest creates an opportunity for PRASA, through Intersite, to co-invest in the development of the top 

structure by the developer through an undivided share in the net income generated from the top 

structure. 

 

This effectively works as follows, normally without participation, the developer would use 100% of the 

income from the top structure to raise funding and determine the amount of equity it must invest to 

develop the top structure. However, in the participation model for example, Intersite would contribute 

30% of the development cost to purchase 30% of the future net income streams from the top structure. 

Intersite is therefore investing into the development lease and the net income (revenue minus 

operating expenses) is split 30% to Intersite and 70% to the developer. The developer can therefore 

only use the 70% income share to raise debt and equity funding to pay for its 70% share of the top 

structure. As Intersite at present would use internal capital, their 30% income is unencumbered in any 

way and flows directly to Intersite and then to PRASA. The land rental is paid directly to PRASA CRES 

 

8.1.6 Internal and external capital 

PRASA through Intersite can make use of both internal grant capital received from the fiscus or external 

capital through raising debt from financial institutions should Intersite be allowed to raise debt. 

 

Internal grant capital 

During the annual capital budgeting process, Intersite would identify projects that need to be funded to 

generate market related returns. It will then apply for funding of these projects and where funding is 

allocated, it will be specifically allocated as an Intersite project. PRASA may also reallocate capital grant 

funds from another project within the financial year to Intersite through a Change Allocation Memo 

(CAM) which then follows the normal process for approval by the Group Exco and BOC. 

Accounting for grant capital - Grant capital is recognised as income in the income statement as the 

investment is made in accordance with GRAP 24 and mirrors how PRASA recognises this grant income. 

External debt funding 
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National Treasury has stated that it will not allow debt funding in PRASA as it will not allow PRASA’s 

operational assets to be placed at risk. It has however conceded that where non-operational assets were 

ringfenced outside of PRASA, debt funding would be considered. Intersite is the vehicle that allows PRASA to 

ringfence assets and raise funding without putting PRASA’s operational assets at risk. 

 

Debt funding would require an approval process to be followed in accordance with S66(3) of the PFMA which 

requires: 

• That a borrowing plan be developed and approved by the BOC and DOT. 

• The borrowing plan would be submitted to National Treasury for approval. 

• Once approval has been granted by National Treasury, this fact must be gazetted before any 

borrowing transactions can be concluded by Intersite. 

 
 

9. Core Functions 
 
 

9.1 Real estate 

The Real Estate function as fully mandated is structured to assist in infrastructure modernization, 

station upgrades and improvements in addition to its primary focus on leveraging investment and 

associated revenue from the land and property investment opportunities. Intersite is presented with an 

opportunity to assist in revenue generation reduction of operational deficit of the shareholder as 

contemplated in the primary mandate. 

 

The Real Estate function, therefore, focuses on unlocking property development and investment 

opportunities in and around PRASA stations and surrounds to grow PRASA’s property portfolio. Intersite 

thus seeks to: 

• Obtain development rights for existing and future development pipeline within the transit- 

oriented space 

• Leverage, partner to develop and commercialise PRASA assets, through co-investment and profit 

share option with the private sector. 

• Undertaking mixed-use developments including housing and related mega projects on PRASA land 

in collaboration with the third-party developers and investors. 

• Leveraging PRASA telecommunication infrastructure to enhance real estate project marketability 

(e.g. Wi-fi provision in retail dominant station and residential development.) 
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• Real Estate development initiatives with the private sector essentially Entail: Growth and 

development of the property portfolio and assets of PRASA. 

• Capital/investment funding to enable Intersite's participation in PRASA properties/assets 

investment opportunities with developers. 

• Supporting government catalytic and housing mega projects in pursuance of corridor densification 

around rail stations. 

 
9.1.1 Type income generated 

 
 Real Estate department looks to generate the long-term annuity income that ensures: 

• Return on investments in commercially viable and income generating assets / developments in 

terms of Co-investment in top structure of development lease 

• Rental income stream from the leasing of new and refurbishment of existing commercial and 

residential space 

• Fees from facilitation of public and private developments on PRASA Land 
 

9.1.2 Potential income generation 
 

• Rental Income 

Intersite seeks to generate a first-year cash return or yield on average of 10% of the value of the 

capital outlay from the net income stream. This means that the quantum of investment made directly 

drives the ability to generate the quantum of rental income. The potential for rental income rests 

in the co-development of the new property portfolio, optimisation of the current lease space, and 

ensuring that regular maintenance is completed on the key income generating property portfolio. 

The current pipeline of projects (tables below) look to leverage on this growth potential by growing 

PRASA’s portfolio by at least an additional 110 655m² Gross Lettable Area and 10 000 residential 

units (social and affordable). 

 

• Investment potential and horizon and Net Revenue Share 
 

Intersite is currently working on approximately R4.5 billion of investments on properties with 

external developers that offers co-investment options for Intersite. That portfolio excludes the 

potential that can be realised through recently concluded master planning exercise over major 

stations, with an investment potential in excess of R10 billion over the next decade.  This further 
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includes vacant land with potential development that will be analysed and offered to the market to 

ensure pipeline developments. 

 

 

 

This means that where investment and capital is secured, there will most certainly be further 

investment opportunities and growth for Intersite.  Option to co-invest up to a max of 49,9% is 

possible structured through the Intersite Vehicle. It is recommended only proposals higher than 

10% initial yield to be considered for co-investment.  

 

Intersite has identified for the MTEF period the following development projects to invest in. 

 

Requirements to realize Real Estate opportunities 

The following ought to be in place to achieve the desired investment and development and strategic 

outcomes of real estate, i.e.: 

• Implementation of the Real Estate Strategy as Adopted in 2012 

• Capital injection into viable projects directly by Intersite with an allocation from the Shareholder 

PRASA. The availability or access to capital is critical for near term projects as these may progress 

without Intersite having the opportunity to participate or not at all. Capital requirements need to 

be put in place for the MTEF period and beyond to invest and generate income for Intersite 

Investment + 
land Rental 

Land rental 10 
Yrs R'm

Rent Start 
Date

Undivided Revenue Share 
through SPV

April 
20%Site

Investment 
Value 

(External)

Annual Land 
rental % of 

annual 
turnover

R/m R/m

Investment 
Capex 

required
Revenue/ 
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22
/2
3

20
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/2
4

20
24
/2
5
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/2
6

20
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/2
7
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27
/2
8
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9

20
29
/3
0

20
30
/3
1

20
31
/3
2
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32
/3
3

  
  

yield

   
Yrs

  
Date

2022/23 
Goodwood Station Development (NSPDP) 475                  3,1                     30,8                  95                    5,1                   9% Apr-24 8,20            8,4        8,8        9,2        9,7        10,3     10,8     11,5     12,2     12,8          
Firgrove vacant land 187                  1,1                     10,8                  37                    3,7                   21% Apr-24 4,8 5,0        5,3        5,6        6,0        6,3        6,7        7,1        7,5        8,0            
Umgeni Business Park (Devco 1,2,4) 87                     0,9                     8,7                    17                    1,7                   15% Apr-22 0,87              0,9               1,0        1,0        1,1        1,2        1,2        1,3        1,4        1,5        1,6            
Umgeni Business Park (Devco 5) 17                     0,3                     2,9                    8                      0,7                   12% Apr-23 1,0               1,0        1,1        1,2        1,2        1,3        1,4        1,5        1,6        1,7            
Umgeni Business Park (Devco 6) 31                     0,3                     3,5                    16                    1,6                   12% Apr-24 1,9        2,0        2,1        2,3        2,4        2,6        2,7        2,9        3,0            
Umgeni Business Park (Devco 7) 58                     0,5                     5,4                    29                    2,9                   12% Apr-24 3,4        3,6        3,9        4,1        4,3        4,6        4,9        5,2        5,5            

Tippet Building Conversion 60                     1,0                     10,0                  12                    1,2                   18% Apr-23 2,2               2,3        2,5        2,6        2,8        2,9        3,1        3,3        3,5        3,7            
South Station Park Station 187                  3,5                     35,0                  37                    3,7                   19% Apr-24 7,2        7,7        8,1        8,6        9,1        9,7        10,3     10,9     11,5          

2023/24
Koedoespoort Vacant land 249                  2,1                     21,0                  50                    5,0                   12% Jun ‘24 5,9        7,1        7,5        8,0        8,4        8,9        9,5        10,0     10,6          
Lab Building, Hatfield Conversion 238                  3,8                     38,0                  48                    4,8                   18% Apr-23 8,6        9,1        9,7        10,2     10,9     11,5     12,2     12,9     13,7          
Elsies River - Vacant Land 380                  2,3                     22,7                  76                    8                       13% Aug-23 9,9        10,5     11,1     11,8     12,5     13,2     14,0     14,9     15,8          
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9.2 ICT/Telecommunications Infrastructure 
 
Telecoms Infrastructure is focused on harvesting opportunities that present themselves in and around the 

PRASA stations, station precincts, railway reserve and land. The opportunities that are available for 

exploitation are focused on: 

 

• Fibre (Primarily Dark Fibre) 

• Towers 

• Point of Presence (POPs). 
 

Type of income generated: 
 
ICT /infrastructure looks to generate a long-term rental income from the leasing of the PRASA assets, 

including excess capacity on PRASA telecoms network (fibre and mobile towers). Provided good 

maintenance and repairs undertaken on a regular basis to the telecoms network, this type of infrastructure 

and related income has a useful life of 10 years (aerial fibre) and 15-20 years (underground fibre) before the 

infrastructure requires upgrading. However, if fibre is not properly maintained, as has been the case with 

the PRASA fibre network, the useful life reduces drastically. For instance, the 

 
PRASA aerial fibre network needs to be overhauled in certain sections as its quality has drastically 

deteriorated and suffers from huge transmission losses at the current state. 

 

Income generated: 
 
ICT/Telecommunications Infrastructure seeks to generate cash income monthly from the leasing of these 

assets. The leases also lead to an enhancement in the value of the leased assets, which can be used as security 

for funding and will be recognised in the balance sheet through the income statement. The fibre and tower 

leasing agreements that Intersite has entered with clients for fibre and tower leasing are for an average of 15 

years. This is currently achieving R300k per month Currently there are three signed fibre leases with three 

lessees (operators) namely Vodacom, Railcell and Tech Tele Data and two potential additional fibre off-

takers. 
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Potential for income generation: 

Intersite commissioned a report by Frost and Sullivan 3 years ago, that indicated the lucrative potential of 

the dark fibre leasing market. To estimate the market potential from fibre leasing, one must consider the 

entire PRASA railway network that has fibre coverage and the rate per kilometre per fibre pair per month.  

The major advantage for Intersite Telecoms is that the supporting infrastructure for aerial and underground 

deployment of fibre is already in place throughout the PRASA Rail network. By focusing fibre deployment on 

using existing infrastructure and PRASA servitudes this gives Intersite Telecoms a major cost advantage 

when compared to other pure play fibre network operators. 

 
 
Investment potential and horizon: 

Intersite Telecoms Infrastructure has significant investment potential when considering the income 

generation opportunities. Typically, telecoms assets are leased for a period of 15 years at a fixed price per 

annum. Co-investment options are already in place and further are possible within the telecoms arena and 

Intersite needs to follow this to exploit the potential that this sector presents. 

 

Requirements to harvest opportunities in Telecoms Infrastructure: 
 
Intersite will undertake a feasibility study considering the previous studies done to finalise a strategy on 

the Telecom Assets potential to commercialise. 

 

The following are issues that require urgent attention to for the ICT/telecoms infrastructure business to 

execute its strategy and realize its potential: 

• Telco grade fibre availability. 

• The proposed solution is for Intersite to overhaul, deploy and take ownership of the fibre 

• Intersite takes responsibility for maintaining and repairing the fibre network assets of PRASA at a telco 

 grade, in line with industry standards SLAs and ensuring that they are actively monitored on a 24/7/365 

 basis. 

• Existing Fibre Assets be transferred to Intersite. This solution would enable Intersite to assist PRASA with 

 the deployment, monitoring, and maintenance of the dark optic fibre network  
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9.4 CAPEX Budget and Funding of the Key Focus Areas over the MTEF 

The MTEF capex budget requirements for the entity as well as the areas of focus or application of this capex 

budget are listed below. 

 

 
 

 



 

 

 

10. Corporate Governance 

   10.1 Intersite Corporate Governance Framework 

The Corporate Governance framework that focuses on effective governance and management of risk in the     organisation is set out below. This 

framework will be reviewed on an annual basis to ensure best practice. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 25: Governance Framework 
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The framework provides a guide for rules and procedures by which the decisions in organisation 

are made, and how those responsible are held accountable for their decision. 

 

The framework seeks to ensure accountability, fairness, and transparency in a company's relationship 

with its all stakeholders (financiers, customers, management, employees, government, and the 

community). 

 

It also gives a guide to the following parties jointly responsible for the governance of risk: 

• The board of directors, who are responsible for oversight and setting the tone at the 
top. 

• Executive management, who are responsible for driving governance and risk practices 

throughout the organization. 

• The functions that provide a line of defence to ensure an effective combined assurance 

approach to the organisation 

• The departments and/or business units and supporting functions, which are where the risk 

activities occur, and ownership lies. These same parties have critical roles in the overall 

governance programs as well; however, the responsibilities may not be clear to all 

involved. 
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HOW? 
Develop 

Compliance 
measures 
and tools 

10.2  Compliance Management 
 

Compliance is one of the key pillars of governance. The Board has approved a Compliance 

Management Framework as well as a Regulatory Universe comprising of the relevant regulations 

and prescripts. It is therefore imperative for Intersite to comply with all tools that are in place as 

the base of governance in order to be a good corporate citizen. 

 

The following approach has been adopted by Intersite: 

 
 

Figure 26: Compliance Model 
 
 
 

10.3  Legal Services 
 

Legal services have been identified as a third line of defence in the governance of risk within Intersite. 

This function is outsourced to the PRASA Group Legal Department. 

 

10.4 Company Secretariat and Corporate Governance Advisory Services 
 

The Company Secretariat function is the integral source of guidance on corporate governance to 

the Board and to the organisation as the whole. The Company Secretary is the gatekeeper for 

governance and is responsible for developing systems and processes, which enable the Board to 

discharge its functions. The Board has approved policies, processes and frameworks that are 

 

regulations/ 
 

 

 

 

 

governance 
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Finance and 

 
Information Technology 

Risk management 
External audit 

Regulatory Compliance 
 

 
   ISO 

 

NOSA 

Legal 
Sustainability 

the base for governance in the organisation. These policies will mirror those of PRASA as Intersite 

is consolidated with PRASA Cres. 

 
 

10.5 Internal Audit 
 
 

The Internal Audit function is outsourced to the PRASA Group Internal Audit. The function 

independently audits the adequacy and effectiveness of Intersite’s risk management, controls 

and governance processes. The function reports to the Audit and Risk Committee. 

 

10.6 Assurance levels 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 27: Assurance levels 
 
 

Combined assurance is, simply, ensuring that a co-ordinated (combined) approach is applied in 

receiving assurance on whether key risks are being managed appropriately within an 

organisation. Therefore, it is a very logical and simple concept. Like Risk Management, it is something 

that has been applied within every successful organisation for many years. 
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Firstly, the backbone of a Combined Assurance model is a commonly accepted view of the risks 

facing the organisation. An organisation looking to apply this model effectively and efficiently is 

setting itself up for failure if it does not have a robust, mature Risk Management process. 

Conversely, an organisation that has a Risk Management process, but no Combined Assurance 

model, is missing a vital piece of this puzzle. 

 
 

Understanding Assurance – the 3 Lines of Defence 

 
Figure 28: Understanding Assurance 

 
 

Different lines of defence offer gradually increasing levels of assurance, from management, who 

are in fact paid to manage risks, to an external assurance provider, such as the external audit 

function, who are being measured and regulated by parties external to the organisation. 
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10.7 Stakeholder Management 
 
 

Intersite has an adopted Stakeholder Management Framework and the stakeholder relation is 

an ongoing process, which is reported biannually to the Board. The stakeholder management 

will be aligned to that of the PRASA Group. 

 
The following issues were identified during the 2020/21 financial year: 

 
 
 
 
 
 
 
 
 
 
 

Figure 29: Stakeholder Engagement Framework 
 
 
 

It is imperative that an Investment Framework is approved as it will provide the basis for 

decision making by the PRASA Executives, BOC of Intersite and BOC of PRASA  so that going 

forward it provides comfort that similar third party transactions are above board and 

compliant when approving transactions in line with an approved framework. The participation 

of NDOT and NT is key in providing this clarity.  

 

This framework would avoid various interpretations of the PFMA and how it is applied. 

Consistency and certainty are required to enable decision makers to take informed decisions 

in the best interests of the SOE’s and the fiscus. 

 

A working group to be established of corporate financiers from various SOE’s to continually 

update the framework for new transaction types. This information can be disseminated to all 

SOE’s to assist in commercialisation mandates. 
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11. Risk Management 

The Board of Intersite ensures that there are processes in place for the management of risk in 

Intersite. The Board together with Management identifies the strategic risks and determines the 

risk appetite of the company. Risk Management is an integral part of corporate governance to 

ensure the organisations sustainability. 

 

11.1  Risk Profile 
Key risks and uncertainties: 

 
Intersite has developed a strategic risk register indicating the key risks to the business and the 

mitigation in line with the Intersite business objectives. For each identified risk controls and 

mitigation measure were assessed and tasks has been assigned to manage the risk.  

 

The following are the top 6 risks that might influence the effective implementation of the 

Intersite   Strategy and the realization of the 2022/23 business plan. 
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11.2  Risk Assessment 
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12. Financial Budgets 2021 – 2022 

 
 

12.1 Preamble to Financials 
 
 

The focus areas of the Intersite strategy and business plan going forward are: 

• Real Estate developments and investments. 

• Telecoms assets commercialization (dark optic fibre, mobile towers); 
 
 

As part of its turnaround strategy, Intersite is putting concerted efforts to address each of the 

above to fully execute the PRASA secondary mandate and creating sustainable shareholder value 

and will have a significant positive impact on the Financials of Intersite including its balance 

sheet, income statement and cash flow position and those of PRASA Group on consolidation.  

The focus in terms of the real estate developments is to finalise all the pipeline projects Umgeni 

Décor & Lifestyle business park, Goodwood Umlazi Station Development, Koedoespoort 

Residential 

 

The access to internal capital grant funding will allow Intersite to utilize the funds to incur direct 

property investments into current pipeline projects on an undivided share basis. Currently an 

opportunity has surfaced to make such investment into all the Umgeni Development Projects. 

The budget has been prepared on the basis that grant funding is made available to Intersite to 

investment directly into three top structure developments over the MTEF period. 

 

Currently, there’s only R445k per month revenue generated by PRASA from the leasing of excess 

capacity in its telecoms network. Therefore, the transfer of this portfolio plus its associated capex 

budget programme to Intersite would have a positive impact for the PRASA Group as a whole 

once the feasibility study is completed. 

 If all future telecoms network capex programmes are rolled out (fibre and mobile towers) and 

are undertaken at Intersite with the asset on the Intersite balance sheet, and assuming the rollout of 

fibre over 1004 km of PRASA network, the impact from an Intersite balance sheet would be significant 
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from both an income statement and balance sheet perspective.  

 
 

The budget is prepared on the approved hybrid basis with Intersite retained as an investment SPV 

for income generation only. The only expenses within Intersite includes bank charges and Non-

Executive Director fees. All other required costs have been budgeted for under PRASA CRES (a 

division within PRASA). Personnel and other required costs to service the functioning of Intersite 

will be paid for at a PRASA CRES level. This model ensures that the expenditure within the Intersite 

is well within the income generated as all management costs associated with the entity will be 

housed within PRASA CRES. The net income will be paid over to PRASA CRES on a predetermined 

frequency. This will ensure that the entity does not incur any losses and further affords the entity 

time to build a track record that becomes relevant for debt funding purposes. The model further 

mitigates the current going concern risk. 
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12.2  Income Statement 
 

 
 
 
 

Table 16 Income Statement
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12.3 Balance Sheet 
 

 
 
Table 17: Balance Sheet 
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12.4 Cash Flow Statement 

 

 
 

Table 18: Cash Flow Statement 
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12.5 Capital Expenditure Budget  
12.5.1 Approved for the MTEF 2021/22 to 2023/24 
 
The following capital allocation was approved in 2021/22 for Intersite over the MTEF: 
 

 
Table 19: Approved Capex budget 

 
12.5.2 Required Capex Budget over the MTEF 2022/23:- 2024/25 
 
The Table below depict the Capex required to execute the project pipeline: 
 

 
 

Table 20: CAPEX Budget Requirements 

GRANT Funding- Approved MTEF in 2021/22 232 400 000                  100 000 000                      180 000 000                     
Umlazi Station Development 9 900 000                      
Umngeni Decor and lifestyle business park 97 600 000                    -                                      -                                    
Cape Town Station Mixed Use De\elepment 40 000 000                    100 000 000                      180 000 000                     
Commercial Fibre Network Extension (WC) 33 300 000                    -                                      -                                    
Commercial Fibre Network Extension (KZN) 51 600 000                    -                                      -                                    

BUDGET 2021/22 BUDGET 2022/23 BUDGET 2023/24 BUDGET 2024/25
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13. Performance Plan 
 

• As a wholly subsidiary of PRASA, Intersite aligns its performance reporting in line with 

PRASA Group performance policy, which in turn is aligned, to The National Treasury, 

Framework for Managing Programme Performance Information. 

•  The SMART criteria were utilized in development and defining for the Performance 

Targets for the various business departments. 



 

 

13.1 Real Estate: PERFORMANCE REPORT: Objective 1 
 

Intersite 
Objective 

 
Key 

Performanc
e Areas 

 
Key 

Performa
nce 

Indicator
/s 

 
Annual Performance Target 

 
Key Activities 

Key 
Assumptio
n / Critical 

Success 
Factors 

 

Risk/ 
Dependen
cies 

2022/23 2023/24 2024/25 2022/23 2023/24 2024/25 

Grow revenue 
through 
exploitation of 
PRASA 
assets. 

Real Estate 
developmen
t and 
investment 

Co-
Investment 

a. Umgeni 
Development No 5 
(Pty) Ltd Jay Shrees 
(Capex R8.4m/50%) 
Revenue R700k 
 
b. Umgeni 
Development No 6 
(Pty) Ltd Sedgars 
Home (Capex 
(R16m/50%) 
Revenue R1.3m 
 
c. Umgeni 
Development No 7 
(Pty) Ltd Builders 
Express (Capex 
R30m/50%) 
Revenue R2.3m 
 
d. Goodwood Station 
Development Social 
Housing (Capex 
R95m/20%) 
Revenue R5.1m 
 
e. Tippet Building 
Conversion (Park 
Station) Residential 
(Capex R12m/20% 
Revenue: R1.2m 

a. South Station 
Building Park 
Station- 
Residential & 
Commercial (Capex 
R37m/20% 
Revenue: R3.7m) 
 
b. Firgrove Retail: 
(Capex R37m/20% 
Revenue: R3.7m) 

a. Elsiesriver Social 
Housing (Capex 
R76m/20%) 
revenue: R8m 
 
b. Hatfield 
Residential 
development (Capex 
R48m/20%) 
Revenue: R4.8m 
 
c. Koedoespoort 
Residential 
development (Capex 
R48m/20%) 
Revenue R 4.8m) 

• Obtain 
approval for 
Co-
investment 
 

• Sign co-
investment 
agreements 

 
•  

• Obtain 
approval for 
Co-investment 

 
• Sign co-

investment 
agreements 

 
• Manage the 

revenue from 
Umgeni 5, 
6,and 7 
(R4.3m)  

 
• Manage 

revenue from 
CTS R28m 

• Obtain 
approval for 
Co-investment 
 

• Sign co-
investment 
agreements 

 
• Manage 

revenue from  
 

-Goodwood 
(R5.1m)/  
 
-Tippet 
Building 
R1.2m) 

1. Approval 
by BOC for 
Co-
investment 
 
2.Investmen
t 
Framework 
approved 

Late 
approval for 
Co-
investment 
2.No Capital 
allocation to 
Intersite 

Table 22: Real Estate Performance Report 
 



 

 

13.2  Commercial Services: PERFORMANCE REPORT: Objective 1 

 

Intersite 
Objective 

 
Key 

Performance 
Areas 

 
Key Performance 

Indicator/s 

Annual Performance Target Key Activities 

Key Assumptions/ 
Critical Success 

Factors 

 
Risk / 

Dependencies 2022/23 2023/24 2024/25 2022/23 2023/24 2024/25 

Grow  
revenue 
through 
exploitatio
n of PRASA 
assets. 

Commercialising 
of Fibre, Towers 
to Increase 
revenue   

Expansion of fibre 
optic network for 
Commercial 
purposes. 

  

• Reach 
agreement with 
SAD on the spare 
capacity to 
commercialise 

• Enter into 
agreement with 
TFR to rollout on 
Dbn Stanger line 

• Service 
agreements to 
maintain fibre 
with Rail 
Engineering 

Realise 
revenue of 
R4000/km on 
commercialis
ed areas  

Realise revenue 
of R4000/km on 
commercialised 
areas 

• Sign agreement 
with SAD and 
TFR 

• Sourcing of 
additional 
“tenants” to 
take up fibre 

Manage the 
revenue 
associated with 
commercialisatio
n 

 
 

• Roll out and 
implementation 
of fibre by SAD 

 
• Skills available 

to roll out and 
implement 

 No Capital 
allocation 
from 
Group for 
deployment 
of fibre. 
 

 Capital 
allocation 
made 
available 
late 
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