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Our
vision

Our
values

What we
stand for

Ensure security of supply by providing appropriate port, rail
and pipeline infrastructure in a cost-effective and efficient
manner, within acceptable benchmarks

Strategic
thrusts

How we
will deliver

2,4%

Permanent employees 51 324
Male 36 683
Female 14 641

Transnet is the owner of South Africa’s railway, ports and
pipelines infrastructure.

Optimises inbound supply-chain activities

The Company’s Memorandum of Incorporation – approved
by the Shareholder Minister on 25 June 2013 – aligns with
the provisions of the Public Finance Management Act (PFMA),
the Companies Act and the National Ports Act, No 12 of 2005,
as amended (the National Ports Act).

Enables efficient and reliable outbound services to the
end-customer

As a state-owned company (SOC), the PFMA serves as
Transnet’s primary legislation.

• Internet-based service provider platform for suppliers
working in the ‘Gig-economy’;
• Mentoring network of industry leaders to guide small,
medium and micro-enterprises (SMMEs) in sector changes
due to digital trends;
• Transnet ‘Mega Hubs’ to support SMME suppliers;
• Market access to SMMEs through revenue-sharing model;
and
• ‘Common purpose’ technology platforms for SMME
collaboration (tools and templates).

Broad-Based Black Economic
Empowerment (B-BBEE)
Transnet’s B-BBEE verification covers six of the seven
elements of the Generic Transport Public Sector Scorecard
(excluding the ownership element). The Maritime, Property
and Rail Charters are also applied.
Transnet achieved the full points for enterprise development
and socio-economic development for the 2018 financial year.
The post-MDS Transnet 4.0 strategic blueprint will address
and maximise the scores for employment equity, preferential
procurement and skills development.

Admired

Digital

United

Fit and
focused in a
volatile world

Trusted,
innovative South
African brand

Evolve
or die

Together
we succeed

Driven
Efficient
Adaptable

Impeccable
Innovative
Motivated by
excellence

Inventive
Customercentric
Advanced

Single-minded
Tolerant of
others’ ideas
Understand
our impact

4 342

Integrated Supply-Chain Management
function

The Board directs the Company’s strategy in response to the
Statement of Strategic intent.

Agile

81,4%

Transnet SOC Ltd is a public company (constituted in terms
of the Legal Succession to the South African Transport
Services Act, No 9 of 1989), with the South African
Government as the sole Shareholder.

Transnet signs an annual Shareholder’s Compact with the
Government of South Africa, represented by the Minister of
Public Enterprises. The Shareholder’s Compact mandates the
Company to deliver on numerous strategic deliverables, including
sustainable economic, social and environmental outcomes.

I innovate
I inspire
I put the customer first
I know my business
I am trusted
I deliver
I am ethical
I create value

Permanent employees represented by
collective bargaining as a % of total headcount

Non-permanent employees

Governance context

I believe in zero harm
I am, because of the customer
I deliver excellence, simply
I am trusted and ethical
I care, I make a difference
I am a team player

How we
should lead

89,0%

Enable economic growth

Linking economies;
connecting people;
and growing Africa!

Leadership
brand
attributes

Total employees represented by
collective bargaining as a % of total headcount

Assist in lowering the cost of doing business in South Africa

Our
mission

What
we do

55 666

Black 73,9% Indian 3,4% Coloured 9,7% White 13%

Our mandate

Fuelling Africa’s
growth and
development
as the leading provider
of innovative
supply-chain solutions.

What we
have to
deliver

Total employees

People with disabilities
TRANS AFRICA LOCOMOTIVE/TRANSNET
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Transnet Group’s B-BBEE performance per pillar
for the 2018 review period
Element
Equity ownership
Management control
Employment equity
Skills development
Preferential procurement
Enterprise development
Socio-economic development
Total
B-BBEE Level 2

Actual score

Target

N/A
8,59
14,17
19,56
28,51
15,00
5,0
90,83

N/A
11
18
25
33
15,00
5,0
107

As we enter the 4th Industrial Revolution,
opportunities for suppliers include:

As Transnet expands regionally, we will spearhead regional
supply-chain opportunities for South African-based SMMEs
and expand Transnet’s Enterprise and Supplier Development
Strategy to support regional supplier development in
countries where we operate.

Enterprise and supplier development
(ESD)
• Guided by Government’s Competitive Supplier
Development Programme
• Informed by the B-BBEE Codes of Good Practice
• Aims to increase the competitiveness, capacity and
capability of black-owned suppliers through financial
and non-financial support
• Targeted ESD initiatives support localisation and
industrialisation, and provide opportunities for black
people, youth, women, small businesses, people with
disabilities and people living in rural communities
Our integrated Enterprise and Supplier Development Strategy
supports the rise of young black entrepreneurs through the
various developmental levels – from high-school innovation
programmes through business case development and
business incubation to our Black Industrialist Programme and
our regional and global exporting and trade programmes.

14

Organisational overview continued

TRANSNET Integrated Report 2018

Operating context1
Figure 2
Freight Rail

Engineering

National Ports Authority

• Operates 30 400 km of rail • Provides advanced
• Services eight
track across South Africa
manufacturing,
commercial seaports in
maintenance and
South Africa
• Transports bulk,
refurbishment
break-bulk and
• Core functions include
of rolling stock and
containerised freight
the planning, provision,
specialised equipment to
maintenance and
• Freight Rail network and
Freight Rail, the National
improvement of port
rail services provide
Ports Authority, Port
infrastructure
strategic links between
Terminals and external
mines, production hubs,
• Provides marine-related
clients
distribution centres and
services, port services
• Houses Transnet’s
ports, and connect with
and navigation aids to
Research and
cross-border railways of
assist the navigation of
Development (R&D) unit
the region
vessels within port limits
• Delivers customer-centric
and along the coast
products and services as
a growing hub and
systems integrator of rail
in the AMEA region

Port Terminals
• Provides cargo handling
services to a wide
spectrum of customers,
including shipping lines,
freight forwarders and
cargo owners
• Operates 16 terminals in
seven ports spread along
the South African
coastline
• Operations are
divided into four major
business segments:
containers, bulk,
break-bulk and
automotive

Pipelines
• Transports fuel from
coastal refineries and
crude oil imports to
the inland market
• Transports gas from
Secunda to industrial
users in Durban and
Richards Bay
• The New Multi-Product
Pipeline (NMPP)
enables the increase
in liquid fuels volume
throughput to meet
forecast demand

Customer profile

Where we operate

Large mining, shipping, manufacturing, agricultural,
industrial, retail and energy contributors to the
South African economy

Five Operating Divisions

Specialist Units

Three joint operating centres
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spread throughout South Africa

Four satellite offices
in Lesotho, Tanzania, Namibia
and Swaziland

in Mozambique, Botswana and Zimbabwe

Transnet Group CapitalTransnet Property

Transnet Corporate Centre

Satellite
offices

Johannesburg

Tanzania

Pipeline

Namibia

Johannesburg – Durban

Beit Bridge

Swaziland
Lesotho
LIMPOPO

Rail corridors
Total employees: 28 392

Total employees: 11 602

Total employees: 4 178

Total employees: 8 816

Total employees: 660

Permanent employees:
26 694

Permanent employees:
10 838

Permanent employees:
4 161

Permanent employees:
7 096

Permanent employees:
639

Fixed-term contract
employees: 1 698

Fixed-term contract
employees: 764

Fixed-term contract
employees: 17

Fixed-term contract
employees: 1 720

Fixed-term contract
employees: 21

MPUMALANGA
Maputo
GAUTENG

NORTH
WEST

Engineering
Sishen
FREE
STATE

KWAZULUNATAL

Richards
Bay

Koedoespoort, Germiston,
Bloemfontein, Durban,
Uitenhage, Salt River

Durban

Port Terminals

NORTHERN CAPE
EASTERN CAPE

71%

29%

Male
Female
employees employees
2,7%
People with disabilities
1

100

77%

23%

Male
Female
employees employees
1,6%
People with disabilities

Saldanha

66%

34%

Male
Female
employees employees
1,9%
People with disabilities

72%

28%

Male
Female
employees employees
1,3%
People with disabilities

67%

33%

Male
Female
employees employees

Ngqura
Cape Town

WESTERN CAPE

Richards Bay, Durban, East
London, Ngqura, Port Elizabeth,
Saldanha, Cape Town

East
London

Port Elizabeth

Mossel Bay

2,4%
People with disabilities

National Ports Authority
Richards Bay, Durban, East London,
Ngqura, Port Elizabeth, Mossel Bay,
Saldanha, Cape Town

Operating context refers to Operating Divisions.

Read more

Freight Rail

Engineering

Revenue

Revenue

R43,7 billion

R11,3 billion

National Ports Authority

Revenue

R11,7 billion

Port Terminals

Pipelines

Revenue

Revenue

R12,4 billion

R4,5 billion

Services provided

Strategic context

Outbound services (South African businesses moving
products to international markets) and inbound services
(bringing products to South African markets)

Transnet is transitioning from the Market Demand Strategy
(MDS) – first implemented in 2012 – to a new blueprint for
growth and diversification, the Transnet 4.0 Strategy
(Transnet 4.0).

Commodities transported: mining exports, general freight
and petroleum products
General freight: containerised cargo, local manganese,
minerals, local coal, local iron ore, chrome and ferrochrome,
agricultural products, iron and steel, fertilisers, cement,
fast-moving consumer goods, bulk liquids, wood and wood
products, industrial chemicals, intermediate products and
automotive products
Sub-saharan Africa’s estimated regional growth is 3,4%
Petroleum products: crude oil, refined petroleum products,
aviation turbine fuel and methane-rich gas products

The MDS has largely achieved its objective of closing the
market demand capacity gap for freight logistics
infrastructure, with approximately R165,6 billion invested
in the previous six years. Transnet 4.0 provides a framework
for Transnet’s growth and diversification within the context
of the 4th Industrial Revolution.
Main growth thrusts of Transnet 4.0 include:
• Extending Transnet’s footprint in Africa, the Middle East
and South Asia;
• Product and service innovation; and
• Expanding Transnet’s advanced manufacturing business,
with leading technologies to enhance new and existing
products, and improve business processes.

Organisational overview continued

The new presidential dispensation should help buy growth
in private consumption and fixed investment. Higher prices
for commodities will sustain growth in the mining sector.
The 4th Industrial Revolution ushers in a fusion of technologies
poised to disrupt every industry, with major economic and
technological ramifications and systemic transformation of
civil society, production, governance structures and human
identity. Transportation and communication costs are likely to
reduce, and logistics and global supply chains will become more
effective. The cost of trade is rapidly diminishing to drive new
markets and economic growth.
Transnet’s primary focus remains volume growth of the core
business, while seeking new growth paths to compensate for
low growth expectations and instability in traditional markets.
Organic growth in the current freight transport and handling
divisions will account for the bulk of this growth as we
improve connectivity, density and capacity of an increasingly
integrated port, rail and pipeline network.
Strategic private-sector partnerships in the freight logistics
sector will accelerate new business ventures and new revenue
growth.

Regulatory context
The Company operates in compliance with 200 regulations.
Tariffs charged by the National Ports Authority and Pipelines
are determined by independent economic regulators, namely
the Ports Regulator of South Africa (Ports Regulator) and the
National Energy Regulator of South Africa (Nersa) respectively.
The Railway Safety Regulator regulates the safety of the rail
operations of the Company, issues safety permits (for a fee),
and conducts inspections and audits on the Company.
Transnet also operates within a policy context determined by
the Department of Public Enterprises and the Department of
Transport respectively.

Group Strategy

Group Finance
Management of critical
financial parameters,
including capital structure

Legacy Government-guaranteed debt amounts to
R3 500 million comprising Eurorand bonds under the Euro
Medium-Term Note Programme maturing in 2028
(R2 000 million) and 2029 (R1 500 million) respectively.

Group Capital

Socio-economic context

Lead the execution of Transnet’s
capital expenditure programme,
project support and engineering,
procurement and construction
management

Transnet’s strategic focus is guided by the Statement of
Strategic Intent issued by the Minister of Public Enterprises
and the Shareholder’s Compact, which stipulate mediumterm strategic objectives, including:
– Reducing the total cost of logistics as a percentage
of transportable gross domestic product (GDP);
– Accelerating the modal shift by maximising the role
of rail in the national transport task;
– Leveraging the private sector in the provision of both
infrastructure and operations where required;
– Integrating South Africa with the region and the rest
of the world; and
– Optimising the social and economic impact of all
interventions undertaken by the Company in the
achievement of these objectives.

Endorsement of external charters and
frameworks (not limited to)
Generic Transport Public Sector Charter
Rail Charter
Maritime Charter
Property Charter
United Nations Global Compact (since 2012)
International Integrated <IR> Reporting Framework

Membership of associations
(not limited to)
New Partnership for Africa’s Development (Nepad)
South African Railways Association
International Union of Railways
Association of American Railroads
Railroad Association
Union of African Railways
Maputo Corridor Logistics Initiatives
International Association of Marine Aids to Navigation and
Lighthouse Authorities

Corporate Governance
and Regulatory
Risk and compliance aligned
with legislative and regulatory
requirements

Group Operations
Drive a Group-wide integrated
operational philosophy. The
Chief Executives of the
Operating Divisions will report
to this position

Business
Development
Support Transnet 4.0 by
optimising and diversifying
Transnet’s business portfolio
through growth in existing and
new markets

Advanced
Manufacturing
Four customer-facing businesses:
• Manufacturing
• Maintenance and services
• Supply management
• Trading

Information and
Communications
Technology (ICT)
Transitioning Transnet from a
company with high levels of
operational autonomy to
significantly higher levels of
integrated, Group-wide
orchestration

Strategy
Corporate and Public Affairs
Transnet International Holdings
Shareholder’s Compact
In-house Consulting

• Financial and capital planning
• Treasury, funding and
investor relations
• Procurement
• Reporting
• Taxation
• Income statement and statement
of financial position
• Capital assurance

2017

Revenue

R72,9 billion

R65,5 billion

Operating expenses

R40,4 billion

R37,9 billion

Savings against
planned costs

R3,1 billion

R2,4 billion

EBITDA

R32,5 billion

R27,6 billion

Profit

R4,9 billion

R2,8 billion

43,4%

44,2%

Cash interest cover

3,0 times
(within loan
covenant
requirements)

2,9 times
(within loan
covenant
requirements

• Long-term planning
• Capital business case support
• Capital mega project execution
• Engineering and technical
• Capital project support

Cash generated
from operations

R34,9 billion

R31,0 billion

Borrowings raised

R40,9 billion

R17,0 billion

Borrowings repaid

R41,0 billion

R24,9 billion

R21,8 billion

R21,4 billion

Locomotives accepted
into operations

402

452

% of personnel costs
invested in training

2,9%

3,1%

Disabling injury
frequency rate (DIFR)

0,73

0,69

R25,8 billion

R37,0 billion

B-BBEE spend as %
of total measured
procurement spend

86,9%

103,1%

Spend with blackowned enterprises

R12,47 billion
(42,0% of
total measured
procurement
spend)

R12,2 billion
(34,0% of
total measured
procurement
spend)

Spend with black
women-owned
enterprises

R9,34 billion
(31,4% of
total measured
procurement
spend)

R4,6 billion
(12,8% of
total measured
procurement
spend)

Level 2

Level 2

R219 million

R234 million

Number of patients
treated on board the
Phelophepa trains

157 418

173 016

• Stakeholder relations
• Risk
• Compliance
• Legal
• Security

• Rail operations
• Port Terminal operations
• Port Authority operations
• Pipeline operations
• Property management
• TVCC and RMO

Number of individuals
benefiting from
community outreach
services

435 332

438 807

Capital investment
(expenditure for the
MDS period reaching
R165,6 billion)

• Customer long-term contracts
• Product and service innovation
• Commercial capability
• Branding
• Market intelligence
• Procurement

• Locomotive and wagon
design, manufacturing and sales
• Maintenance of locomotives
and wagons
• Research and development
• OEM partnerships
• Services development and sales

• IT architecture
• IT build application
• IT infrastructure
• Digital capability and
solution delivery

B-BBEE spend

Transnet's B-BBEE level
Corporate social
investment

Group Human Resources • Reward
Lead Group-wide performance
management, labour relations and
corporate social investment

Gearing

Group Capital

Still unclear whether projected improvements in GDP and
business confidence will provide sufficient relief from the
effects of South Africa’s sovereign credit-rating downgrade
in 2017.

Remain within the medium-term target – Gearing <50%
and cash interest cover of >2,5 times.

Group Company Secretariat – Governance

Specialist Units

Sub-saharan Africa’s estimated regional growth is 3,4%.

Funded through reserves and borrowings with no subsidies
or guarantees received from Government.

2018

Group Internal Audit – Internal Audit

Transnet Property

The International Monetary Fund forecasts South Africa’s
economy to grow by 1,5% in 2018, an improvement on the
1,3% growth rate of 2017. Business confidence improved
following a period of political uncertainty, with the growth
rate set to keep improving beyond 2018.

Office of the Group Chief Executive

Specialist Units

Continued strong growth in emerging Asia and Europe, and
a modest upswing in commodity exports after three years
of weak performance.

As a SOC, the financial strategy reflects the higher risk
profile of the business. To meet long-term market demand,
Transnet invests for long-term growth prospects, but
considers short- to medium-term volatility in domestic and
international markets. Transnet raises funds in the debt
markets based on the strength of its financial position,
having raised funding without Government guarantees since
March 1999.
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Summary performance

Operating structure

• Performance management
• Talent management
• EVP
• CSI
• Labour relations

Specialist Units

Global growth of 3,9% estimated for 2018, with 4,9% growth
forecast for developing and emerging markets.

Financial context

Operating Divisions

Market context

TRANSNET Integrated Report 2018

Freight Rail
Engineering
National Ports Authority
Port Terminals
Pipelines
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Organisational overview continued

Our business model
Figure 3

TRANSNET Integrated Report 2018

What we do
Main activities facilitated
through ﬁve Operating Divisions

As a state-owned company, our
overarching value proposition is
founded in our Shareholder Mandate:
The modernisation and renewal of
South Africa’s transport and logistics
infrastructure through strategic
investment in rail, ports and oil and gas
pipeline infrastructure;
Cost-effective logistics value chains;
Value-added services; and
Advanced engineering solutions.

Revenue streams
Commodity-based revenue from
commodities transported:

Freight solutions
World-class, competitive and customer-centric end-to-end
freight solutions (value chain)
Added capabilities and partnerships to enhance
general freight positioning (4PL)
Africa dimension – port and rail concessions
Foster regional trade
Freight Rail

Our value proposition

Grow rail market share

Optimise sustainable economic, social and
environmental outcomes of all business
activities

Iron ore

Forestry
products

Manganese

Automotives

Chrome

Fast-moving
consumer
goods

Steel
Agricultural
products

Provide cost-competitive logistics

Leverage private-sector investment in
infrastructure and operations

Coal

Cement

Statement of Strategic Intent

Integrate South Africa with the region, the
continent, and the rest of the world

Containerised
cargo and
crude oil

Reﬁned
petroleum
products
Crude oil
Aviation
turbine fuel
Methane-rich
gas
Ferrochrome

Non-commodity revenue from:
Infrastructure and spatial solutions
(local and regional)

Engineering

Creating and enhancing logistics ecosystems to enable and
accelerate economic growth

Other revenue at Freight Rail,
National Ports Authority,
Port Terminals and Pipelines

Transnet Property

Port and inland hubs
Optimise local, national and regional freight logistics networks
Core and leveraged partnerships
National Ports Authority

Funding sources
International and domestic capital markets

Key freight
system challenges

Opportunities for long-term
competitiveness

– Slow rates of global and local economic growth
and volatile commodity prices impact freight
volumes and revenue
– Fewer small/niche players in SA’s logistics sector

– New value-added services (e.g. customs clearing,
warehousing, ﬁnancing)
– Africa and international growth opportunities
– Transnet can acquire small/niche players

– An imbalance in road-rail market share leads to
high costs, high carbon intensity and vulnerability
to the international oil price

– A large-scale modal shift from road to rail to
address costs, congestion and carbon emissions
– A low-carbon, energy-efﬁcient freight system that
will reduce vulnerability to volatile oil prices

– Global and regional maritime connectivity is poor

– Creation of international hub ports
– Increased maritime connectivity between
regional ports

Loan markets (public and private)
Development ﬁnance institutions
(domestic and international)
Export credit markets
Port Terminals

Structured ﬁnancing
Partial funding by customers and/or
interested parties that are part of
Transnet’s investment plan
Project-speciﬁc funding

Advanced manufacturing
Africa’s own rail, ports and transport OEM
Customer-focused packaged asset
lifecycle solutions (design, ﬁnance,
build, maintain and replace)

Engineering

Cost considerations
Fuel and electricity costs
Asset depreciation
Personnel costs

– The regional freight system is not well integrated
and displays poor performance

– A high-performing core transport network in the
region that will enable growth in intraregional trade

– Demand for transport infrastructure across all
modes will rise signiﬁcantly based on forecast
freight demand

– A robust infrastructure funding model able to
ensure capacity ahead of demand
– Digital integration of logistics value chain

– Shortage of specialist skills across most areas of
the freight system, particularly in new digital
platforms

– Targeted skills development strategies, particularly
in digital programming, engineering and project
management ﬁelds

– Cybersecurity threats
– Variability of digital infrastructure and uptake in
new markets

– Commercialise digital opportunities
– Customer-centric digital products and services
(e.g. advanced diagnostic system on locomotives)

– Supplier industries for all transport modes are
underdeveloped

– Unitary end-to-end control of the
integrated network
– Supplier development plan linked to long-term
infrastructure investment plan

– Fusion of technologies poised to disrupt
industries and transform systems of production,
management and governance

– Asset-light products and services (e.g. volume
aggregators using third-party assets for shipments)

– Climate change adaptation and energy and water
supply challenges

– Access and distribution of liquid and gas energy
– R&D in renewable energy and desalinated water
plants (e.g. at the ports to assist in dust control)
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Investment in infrastructure projects
and equipment
Regulatory and compliance costs
Supplier and support services

Liquids and gas

Borrowing costs

Facilitate integrated and reliable access and
distribution of liquid and gas energy resources
Liqueﬁed natural gas (LNG) opportunity
Energy opportunities

Inﬂation
Materials and maintenance costs

Pipelines

Top 10 risks
Pricing risk
Capital execution risk
Macroeconomic environment risk
Volume growth risk
Operational readiness risk

Digital
Leveraging and monetising freight- and
infrastructure-related digital capabilities
(e.g. ﬁbre and telecommunications, data solutions
and information-driven business)
Creation of digitised value-added services
(e.g. alerts to value chain participants)

People management risk
Productivity and efﬁciency risk
Regulatory risk
ICT risk
Environmental risk

