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About the Integrated Report

About the Integrated Report
The Integrated Report 2013 (IR 2013) provides an overview of the performance and prospects of
Transnet SOC Ltd (Transnet or the Company) for the period 1 April 2012 to 31 March 2013. The IR 2013
presents the Company’s mandate, business model, strategy, governance, performance review and
future outlook. It demonstrates how Transnet responds to its context, stakeholders, risks and
opportunities in order to create sustainable value for the economy, society and the environment.
Transnet’s IR 2013, Annual Financial Statements 2013 (AFS 2013), and Sustainability Report 2013
(SR 2013) (the Reports) are complementary. Cross-references are provided throughout the reports for
ease of reference.
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The IR 2013 is Transnet’s
primary report to all
stakeholders.

The AFS 2013 include
reports of the independent
auditors, the audit
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the annual financial
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corporate governance
reports.

The SR 2013 documents
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social and environmental
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International Financial
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ABOUT THE INTEGRATED REPORT (continued)

Concepts, principles and contents of integrated reporting
This is Transnet’s third year of integrated reporting, applying King III. As a member of the IIRC Pilot
Programme since 2012, Transnet has participated in developing the IIRC Integrated Reporting (IR) Framework
which was published globally for comment in April 2013. Transnet will continue to adopt best practice in
integrated reporting as the discipline evolves.
The IR 2013 applies the IR Framework’s fundamental concepts, guiding principles, content elements and
presentation guidance. While the IR Framework suggests that the Integrated Report is primarily for
investors, Transnet’s aim, as a State-owned company, is to communicate to all stakeholders, the factors that
materially affect Transnet’s ability to create value.
The guiding principles of the IR Framework, adopted in the IR 2013, are:
q 4USBUFHJDGPDVTBOEGVUVSFPSJFOUBUJPO
q $POOFDUJWJUZPGJOGPSNBUJPO
q 4UBLFIPMEFSSFTQPOTJWFOFTT
q .BUFSJBMJUZBOEDPODJTFOFTT
q 3FMJBCJMJUZBOE
q $PNQBSBCJMJUZBOEDPOTJTUFODZ
Issues have been identified as material where they are of such importance and impact that they could
substantially influence the assessments and decisions of the Company and its stakeholders.

Risk management and assurance
One of the responsibilities of the Board is effective risk management for the attainment of Transnet’s
objectives and thus is a key focus area for the Company.
Against the backdrop of the economic crisis that equally affected the volumes and revenue growth of
Transnet, there was a need to ensure vigilant risk management with a specific focus on regulatory compliance,
health, safety, environmental compliance, organisational reputation, business processes, and the credit
environment.
The Board continued to demonstrate its support and commitment to the enterprise risk management (ERM)
framework and recognise the importance of a strong control environment in managing risks, improving
performance, enhancing governance, instilling stakeholder confidence and strengthening the reputation of
the Company.
The Board and management’s persistent and concerted effort to have a strong control environment provides
growing evidence that the culture of control is taking root as evidenced by the sustained improvement in the
internal control environment, particularly financial controls.

Koedoespoort Bay 1: New Class 43 diesel locomotive under construction.
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In the year ahead, the Company is tightening its control frameworks around the capital
programme as well as controls aimed at mitigating the key MDS risks and other
emerging risks inherent in major change initiatives.
Transnet’s control framework encompasses a range of governance and operational
components comprising:
q *OUFSOBMBVEJU
q *OUFSOBMDPOUSPMT GJOBODJBM DBQJUBMBOEPQFSBUJPOBM 
q &OUFSQSJTFSJTLNBOBHFNFOU
q &OUFSQSJTFQFSGPSNBODFNBOBHFNFOU
q &OUFSQSJTFJOGPSNBUJPONBOBHFNFOU
q 3FHVMBUPSZDPNQMJBODF
q 'SBVEQSFWFOUJPO EFUFDUJPOBOEJOWFTUJHBUJPOBOE
q $POUJOVPVTDPOUSPMNPOJUPSJOH
Values and ethics form the keystone of an effective control environment and strong
emphasis is placed on applying the Transnet Code of Ethics and Culture Charter.
A combined assurance plan has been designed to emphasise high-risk areas. It
encompasses the assurances provided by management, internal specialists, internal
audit, external audit and other consultants and service providers. The plan enables the
Board and its sub-committees, including the Board Risk and the Board Audit
Committees, to remain appraised of management efforts to mitigate risks to an
acceptable level and to improve the control environment. Collectively the activities
performed from which assurance is provided by various role players are referred to as
the integrated combined assurance model, involving:
q &
 YFDVUJWF .BOBHFNFOUCBTFE BTTVSBODF Transnet management reviews and
monitors risks and their related controls. This includes oversight of strategy
implementation, performance measures, control self-assessments and the
continuous monitoring of mechanisms and systems. Management oversight aims to
establish and maintain a sound control environment for managing risk and
governance.
q 0 WFSTJHIU DPNNJUUFFT Properly mandated Board sub-committees and Executive
subcommittees oversee the adequacy and effectiveness of the risk management
process.
q *OUFSOBMBTTVSBODF Internal assurance functions within Transnet provide assurance
on the adequacy and effectiveness of controls. Risk management, legal, compliance,
health and safety, and quality assurance factors are included.
q *OEFQFOEFOUBTTVSBODF Independent assurance functions provide independent and
objective assurance on the overall adequacy and effectiveness of controls,
governance and management of critical risks. This is predominantly the role of
internal audit, external audit and other credible assurance providers.

IR

Refer to page 19 for

AFS

Refer to page 12 for

further information.

further information.
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"TTVSBODFPWFSWJFX
Content

Assurance providers

Outcome

Framework/standard

Annual financial
statements.

q& YUFSOBMBVEJUr
SizweNtsalubaGobodo
Inc.

q6 ONPEJGJFEBVEJU
opinion.

q*'34
q$PNQBOJFT"DU
q1'."
q*OUFSOBUJPOBM4UBOEBSETPO"VEJUJOH *4" 

Review of internal
controls and risk
management.

q5SBOTOFU*OUFSOBM
Audit.
q/BUJPOBM0DDVQBUJPOBM
Safety Association
(NOSA).
q*OUFSOBUJPOBM
Standards
Organisation (ISO)
accreditation bodies.
q-FHBMGJSNT
q&YUFSOBMBVEJU

q'JOBODJBMDPOUSPMT
satisfactory rating.
q0QFSBUJPOBM
controls: requires
improvement.
q-FHJTMBUJWF
assessment:
satisfactory rating.
q'VODUJPOBMSJTL
management:
requires
improvement
rating.

q1'."
q/04"TUBOEBSET
q*40TUBOEBSETSFMBUJOHUPTBGFUZBOE
environment including ISO 9 000 and 14 000.
q-FHJTMBUJWFSFRVJSFNFOUT
q&3.BOEDPNQMJBODFTUBOEBSETJODMVEJOH
Risk Management and Compliance Institute
of South Africa guidelines.
q$PNNJUUFFPG4QPOTPSJOH0SHBOJTBUJPOTPG
the Treadway Commission (COSO) .
q$POUSPM0CKFDUJWFTGPS*OGPSNBUJPOBOE
Related Technology (COBIT).

Broad-based
black economic
empowerment
(B-BBEE)
contributor level.

q5SBOTOFU*OUFSOBM
Audit.
q#FFWFS"HFODZ$$

q7FSJGJFE-FWFM

q# ##&&"DUBOE$IBSUFST
– Generic Transport Public Sector Charter.
– Rail Charter.
– Maritime Charter.
– Property Charter.

Corporate
governance.

q5SBOTOFU*OUFSOBM
Audit.

q.BUVSJUZ
assessment:
established.
q" TTFTTNFOUPG
controls:
satisfactory rating.

q,JOH***
q1'."
q$PNQBOJFT"DU

The Company has not commissioned additional external assurance of the non-financial information provided
in the IR 2013 and SR 2013. The responsibility for review and approval of the IR 2013 and AFS 2013 resides
with the Board Audit Committee. Responsibility for the SR 2013 resides with the Board Remuneration, Social
and Ethics Committee. These Board sub-committees recommended the reports to the Board and the reports
were approved by the Board. The combined assurance approach, including consideration of additional
independent assurance, is being further developed for all aspects of the reports.

Condolences
The Board deeply regrets the loss of nine employees’ lives in the course of the year: five to motor vehicle
accidents, three to violent criminal acts and one to a health condition. The sincere condolences of the
Company go to their families, colleagues and friends. Every effort continues to be made to bolster safety,
security and wellness in Transnet.
The Board also conveys its deepest condolences to the families and friends of 125 members of the public
who lost their lives on Transnet property. The largest single contributor to these tragedies occurred in
Hectorspruit on 13 July 2012, when a truck carrying 48 farmworkers collided with a goods train.
Notwithstanding increased public awareness and proactive training campaigns, level crossing accidents
accounted for 23,0% of the public fatalities, with the balance due mainly to people trespassing onto operating
railway lines. Management is proactively seeking solutions to reduce the number of level crossing incidents.
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The Board would like to express its appreciation to the Minister of Public Enterprises, Mr Malusi Gigaba, the
Minister of Transport, Mr Ben Martins and their respective deputy Ministers, the Director-General of the
Department of Public Enterprises, Mr Tshediso Matona, the various officials under the leadership of the
Director-General, and the Chairperson of the Portfolio Committee on Public Enterprises, Mr Peter Maluleke,
for their strategic direction and oversight in the year under review. Thanks also go to the industry and
economic regulators for their oversight responsibilities. Special thanks go to the members of the Executive
and Extended Executive, employees and labour union partners who, together, drive Company performance.
Transnet’s investors, bond holders and financiers are acknowledged for the continued confidence shown in
the strategy and management of the Company. The gratitude of the Company as a whole goes to the
communities in which Transnet operates and to the customers and suppliers who work with Transnet staff
every day to ensure that the rail, ports and pipelines deliver the quality of service needed to support the
growth prospects of the South African economy.

Approval of the Integrated Report
The Board acknowledges its responsibility to ensure the integrity of the IR 2013. The Board confirms that it
has collectively reviewed the contents and that the IR 2013 addresses the material issues and provides a fair
representation of the performance and prospects of the Company.
The IR 2013 was approved by the Board and signed on its behalf by:

Mafika Mkwanazi
Chairperson

Brian Molefe
Group Chief Executive

Anoj Singh
Group Chief Financial Officer

29 May 2013
Johannesburg

29 May 2013
Johannesburg

29 May 2013
Johannesburg
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Appreciation

About Transnet
How Transnet creates value
Transnet is wholly owned by the Government of the Republic of South Africa and is the custodian of the
country’s freight railway, ports and pipelines infrastructure. In line with Government’s New Growth Path,
State-owned companies are required to contribute to economic growth through the provision of worldclass infrastructure and technologies, expansion of economic infrastructure, job creation and skills
development as well as and industrial capacity building through a strategic approach to procurement
and operations.
The Minister of Public Enterprises, articulated his Statement of Strategic Intent (SSI) for Transnet in
November 2012 as follows:
q 3FEVDFUIFDPTUPGMPHJTUJDTBTBQFSDFOUBHFPGUSBOTQPSUBCMF(%1
q &GGFDUBOEBDDFMFSBUFNPEBMTIJGUCZNBYJNJTJOHUIFSPMFPGSBJMJOUIFOBUJPOBMUSBOTQPSUUBTL
q -FWFSBHFUIFQSJWBUFTFDUPSJOUIFQSPWJTJPOPGCPUIJOGSBTUSVDUVSFBOEPQFSBUJPOTXIFSFSFRVJSFE
q *OUFHSBUF4PVUI"GSJDBXJUIUIFSFHJPOBOEUIFSFTUPGUIFDPOUJOFOUBOE
q 0QUJNJTF TPDJBM BOE FDPOPNJD JNQBDU PG BMM JOUFSWFOUJPOT VOEFSUBLFO CZ UIF $PNQBOZ JO UIF
achievement of the above objectives.
Transnet’s specific mandate, vision and mission reflect the Minister’s objectives:
MANDATE
To assist in lowering the cost of doing business in South Africa, enabling economic
growth and ensuring security of supply through providing appropriate port, rail
and pipeline infrastructure in a cost-effective and efficient manner, within
acceptable benchmarks.
VISION
To meet customer demand for reliable freight transport and handling through:
q GVMMZJOUFHSBUJOHBOENBYJNJTJOHUIFVTFPGJUTVOJRVFTFUPGBTTFUT
q DPOUJOVPVTMZESJWJOHDPTUFGGJDJFODZBOE
q EFNPOTUSBUJOHBDPODFSOGPSTVTUBJOBCJMJUZJOBMMXFEP
MISSION
To enable the competitiveness, growth and development of the South African
economy by delivering reliable freight transport and handling services that
satisfy customer demand.
Transnet’s complex mandate involves a balance between commercial and developmental objectives which
requires prudent planning and bold action, particularly in a volatile global and local economic context.
Transnet is making strides in catching up on decades of under-investment in South Africa’s freight
system and in driving operating efficiencies to match world best practice. There is clear recognition by
the Shareholder, Board and management that the Company must find ways to invest counter-cyclically
– through the peaks and troughs of economic cycles – in order to both stimulate and support periods of
higher growth. There is also recognition that logistics productivity and reliability are determining
factors shaping South Africa’s ability to compete in global trade. The Market Demand Strategy (MDS) is
Transnet’s response to these imperatives articulated in the Minister’s SSI.
Transnet adopted the MDS in 2012, committing the Company to invest R300,1 billion in infrastructure
to support a ramp up in freight volumes, operational efficiencies, jobs and skills while championing
transformation and delivering sustainable economic, social and environmental outcomes. The MDS
capital investment target was raised further in 2013, committing Transnet to invest R307,5 billion
by 2020.
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Transnet’s unique assets include:
FREIGHT RAIL:
q LNPGGSFJHIUSBJMXBZOFUXPSL
q0WFSMPDPNPUJWFTBOE
q XBHPOT
PORTS:
q &JHIUDPNNFSDJBMQPSUTBOE
q QPSUUFSNJOBMT
PIPELINES:
q LNPGQJQFMJOFT
ENGINEERING:
q FOHJOFFSJOHEFQPUTBOE
q 4FWFOGBDUPSJFTNBOVGBDUVSJOHBOENBJOUBJOJOHSBJMBOEQPSUFRVJQNFOU
PEOPLE:
q &NQMPZTQFSNBOFOUTUBGG
The way in which Transnet deploys these assets, people and skills, along with its use of financial and natural
resources, carries significant responsibility. This is because the quality and sustainability of Transnet’s
freight infrastructure and services directly affects both the short- and long-term prospects of thousands of
companies, tens of thousands of employees, all spheres of Government, and hundreds of communities across
the country.
Transnet’s sustainability framework sets out the economic, social and environmental dividends that the
Company aims to deliver from the MDS. This framework enables Transnet to drive and monitor specific
outcomes from its business practices, showing every year, where long-term, sustainable value is being
created for the economy, society and the environment. Transnet’s sustainability performance and prospects
are reported in the SR 2013 and summarised in the Performance Review section of this IR 2013.
The Company faces a number of risks and opportunities in the execution of the MDS. The risks must be
mitigated and the opportunities to create value must be adopted into business practice. The quality of a
company’s relationships with its stakeholders plays a major part in how these risks are mitigated and how
these opportunities are seized. Transnet recognises that enhanced shared value can be built from finding
common purpose with its stakeholders. Stakeholders’ material issues and the Company’s approach to
strategic risk assessment and mitigation is summarised in the sections that follow.
Transnet’s value proposition is depicted on the next page of the IR 2013. The Company deploys the valuable
inputs it owns into the business (freight rail, ports, pipelines infrastructure and operations) to deliver
outputs every year (investment, volumes, efficiencies, financial stability, skills and jobs), targeting to create
sustainable economic, social and environmental outcomes for future generations.
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How Transnet creates value1

2013 HIGHLIGHTS

INPUTS:
OUR WEALTH
VALUE
DEPLOYED IN 2013
Capital investment: R27,5 billion
(23,4% increase).
FINANCIAL CAPITAL


I^Wh[YWf_jWbH'(",X_bb_ed$



Bed]#WdZi^ehj#j[hc
borrowings R73,1 billion.



 Wi^][d[hWj[Z\hecef[hWj_edi
9
R22,6 billion.

Volumes: 91,8% of target.
Rail: 207,7mt (3,3% increase).
Ports: 4,4m TEUs (1,2% increase).
Pipelines: 15,9 billion litres.
Revenue: R50,2 billion (9,4% increase).
EBITDA: R21,1 billion (11,5% increase).
Gearing: 44,6%.
Cash interest cover: 3,7 times.
Investment grade ratings: maintained.

MANUFACTURED CAPITAL


Fhef[hjo"fbWdj"[gk_fc[dj
R176,9 billion.



? dl[ijc[djfhef[hjo
R7,9 billion.

DCT Pier 2: 28 GCH (21,7% improvement).
Ngqura terminal: 32 GCH (6,6% improvement).
Cape Town terminal: 31 GCH
(10,7% improvement).
Durban: TEUs/STAT hour improved 18,7%.
Pipelines: delivered 100% to order.

HUMAN CAPITAL


New employees: 3 804 (7,5% increase).
Indirect jobs: 24 689.
Skills investment: R846 million (4,4% of payroll).
Trained 2 042 apprentices: awarded
122 engineering bursaries.

+*-(,f[hcWd[dj[cfbeo[[i$

INTELLECTUAL CAPITAL


 kijeZ_Wde\j^[YekdjhoÉi
9
freight railway, ports and
pipelines infrastructure and
technologies.

STAKEHOLDER
RELATIONSHIPS CAPITAL

IN T HE T R A NSN ET BUSIN ESS

FREIGHT
RAIL

20 500km railway including
1 500km heavy haul.



9kijec[hi$



=el[hdc[djWdZh[]kbWjehi$



;cfbeo[[i$

2 255 locomotives,
71 036 wagons in service.



<kdZ[hi$

R80,0 billion total assets.*



Ikffb_[hi$



Eh]Wd_i[ZbWXekh$



9ecckd_j_[i$



F[di_ed[hi$

29 489 employees.

ENGINEERING

NATURAL CAPITAL
Consumed:


)"-JM^YeWb#Òh[Z[b[Yjh_Y_jo$



()&c_bb_edb_jh[iZ_[i[b$



MWj[h"W_h"[Yeioij[ci$

132 depots and
7 factories.
Manufacture and maintenance
of locomotives, wagons, coaches,
fehj[gk_fc[dj$
R10,8 billion total assets.*
12 752 employees.

1
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TO BUILD SUSTAINABLE VALUE
LOOKING AHEAD – OUTCOMES:

Gross value added: R36,2 billion
– 44,6% reinvested.
– 15,3% to lenders.
– 40,0% to employees.
– 0,1% to Government.

Market Demand Strategy
(2014–2020).

ECONOMIC DIVIDENDS

Recognised B-BBEE spend: R33,4 billion
(88% to black suppliers).
Supplier development contracted:
R5,4 billion.

Capital investment R307,5 billion by 2020.
Volumes by 2020
Rail: 360mt pa.
Ports: 6,5m TEUs pa.
Pipelines: 31,6 billion litre capacity.

Corporate Social Investment:
R132 million.
Two Phelophepa health care trains reach
360 000 rural patients pa.

Financial stability
Gearing <50%.
Cash interest cover >3 times.
Investment grade ratings.

DIFR of 0,74, below target of 0,80.

Productivity and efficiency
Rail reliability – 10% improvement.
Port efficiency – 8,5% improvement.
Pipeline delivery to order – 100%.

Total electricity consumption
reduced 3,4%.
Electricity regenerated by new
locomotives: 151 139 MWh.
Traction energy efficiency improved 2,0%.
Road-to-rail gains reduced transport
sector carbon emissions by 206 540tC02e.

Regulatory certainty.

Human capital by 2020
Employees 66 750.
Skills investment 4% of payroll pa.
Economy-wide jobs 220 000.
Local supplier industry development.
Private sector participation.
Rural development support.
Regional logistics integration.

SOCIAL DIVIDENDS
Mature governance.
NATIONAL PORTS
AUTHORITY
8 commercial ports.
R66,1 billion
total assets.*
3 584 employees.

Zero tolerance for fraud and corruption.
Zero harm: safety and security vigilance to
protect employees, customers, communities
and assets.
;cfbeoc[dj[gk_jo"with focus on women
and people with disabilities.
B-BBEE Level 1 by 2017.
Corporate social investment.
Proactive stakeholder engagement to build
common value.

ENVIRONMENTAL DIVIDENDS
PORT
TERMINALS
5 container terminals.

Modal shift from road-to-rail (35% market
share), lowering transport sector carbon
emissions.
Energy efficiency.

3 automotive terminals.

Climate change mitigation.

PIPELINES

3 bulk terminals.

Climate change adaptation.

3 800km pipelines
jhWdifehj_d]h[Òd[Z
petroleum, crude oil,
jet fuel, and gas.

5 break-bulk terminals.
R18,4 billion total assets.*
6 662 employees.

Water use efficiency.
Waste management optimisation.
Biodiversity enhancement.

R28,1 billion assets.*
627 employees.
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Business model
Transnet’s five Operating divisions that drive business value creation are: Transnet Freight Rail, Transnet
Engineering, Transnet National Ports Authority, Transnet Port Terminals, and Transnet Pipelines. There are
three specialist units: Transnet Property, Transnet Capital Projects, and the Transnet Foundation. The
Company’s corporate centre is responsible for Finance, Planning and Monitoring, Human Resources, Risk,
Commercial and Corporate Affairs.

FREIGHT
RAIL
2013
Total volumes railed:
207,7mt

R

Revenue: R31,8 billion

IL

GH

T

ROTA: 10,6%

A

EI

Capital investment:
R18,3 billion

EN

GI

E
NE

RIN

G

FR

DIFR: 0,86

ENGINEERING
2013
Revenue:
R13,1 billion
ROTA: 14,1%
Capital investment:
R1,3 billion

PIPELINES

DIFR: 0,76
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NATIONAL
PORTS AUTHORITY
2013
Total container volumes:
4 403 (000 TEUs)
Revenue: R8,3 billion

PO

S
RT

A

HO
UT

Capital investment:
R1,7 billion

RITY

DIFR: 0,25

TE

RM

A
IN

LS

NA

TI

ON

A

L

ROTA: 6,9%

PORT
TERMINALS
2013

PO
R

Total container volumes:
4 237 (000 TEUs)
Revenue: R7,4 billion
ROTA: 3,7%
Capital investment:
R2,2 billion
DIFR: 0,45

PIPELINES
2013
Total volumes of
petroleum products:
18,9 (bℓ)
Revenue: R2,8 billion
ROTA: 8,3%
Capital investment:
R2,8 billion
DIFR: 0,81
11
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ABOUT Transnet SOC Ltd (continued)

,PFEPFTQPPSU4DIPPMPG&OHJOFFSJOH .FDIBOJDBM 
-FGUUPSJHIU(JWFO.UJMFOJ 4UVEFOU #BTFUTBOB#JXFCP 4UVEFOU &[FLJFM1VUVLB 4FOJPS5SBJOJOH0GGJDFS SFDFJWJOHJOTUSVDUJPOT
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Stakeholders’ key issues
Transnet’s stakeholders are in many locations and parts of civil society, Government, the
private sector and the Company itself. The SR 2013 includes an analysis of Transnet’s
stakeholder engagement in the year under review and outlines the Company’s plans to
mature stakeholder engagement processes in the years ahead. A table listing Transnet’s
stakeholders, engagement platforms and relationships, issues of concern, responses and
value propositions is provided in the SR 2013.
The most material issues, concerns and expectations arising from Transnet’s engagements
with stakeholders in 2013 are summarised below.

SR

Refer GCE statement
on page 3 for further
information.

SR

Refer to pages 41
and Appendix A for
further information.

5SBOTOFUnTLFZTUBLFIPMEFSTnNBUFSJBMJTTVFT
Shareholder
qSupplier development.
qCorporate social investment.
qEconomic growth and jobs created.
qFinancial stability.
qGovernance and PFMA compliance.
qAlign infrastructure investment
with Government policy.
qPricing.
qLower the cost of logistics.
qModal shift from road-to-rail and
pipelines.
qLeverage private sector
investment.
qIntegrate with the region
qLocalisation.
qAbility to deliver on capital plan.
qImprove productivity and
efficiencies.
qSkills development.
qOptimise social, economic and
environmental impact.
Parliament, regulators and policy
making Government departments
qAccountability and compliance.
qExecution of Shareholder mandate.
qTariff methodologies.
qEfficiency of asset utilisation.
qCompetition in rail and port
terminals.
qSafety.
qEnvironmental compliance.
qClimate change mitigation.
qInfrastructure capacity creation.
Non-government organisations
qCommunity benefits.
qClimate change mitigation.
qBiodiversity enhancement.
qWaste management.

Funders
qPolicy and regulatory
uncertainties.
qCredit ratings.
qFinancial performance and
stability.
qImpact of global economic
downturn.
qCommodity demand
forecast.
qCapital prioritisation.
qSocial unrest and strikes.
qElectricity supply.
Employees
qSafety.
qSupervisory managers skills.
qDignity and respect.
qRecognition and reward.
qSkills development.
qFair remuneration.
Provinces, municipalities and
communities
qAlignment of freight
investments with local plans
and priorities.
qCreation of local jobs
and skills.
qLocal procurement.
qSocial welfare support.
qYouth development.
qSkills.
qSafety.
qConsultation on project
plans.
qEnvironmental protection.

Customers
qOperational efficiencies
and service reliability.
qSharing of investment
plans for alignment with
private investment.
qInfrastructure capacity to
meet demand.
qCompetitive pricing
qAbility to deliver on .capital
plan.
qElectricity supply.
qSocial unrest and strikes.
qPrivate sector
participation.
Suppliers
qFair procurement.
qLocalisation of
procurement.
qBlack economic
empowerment.
qLocal skills development.
qTransformation
requirements for
international suppliers.
Research institutions
qResearch and development
collaboration.
Pensioners
qPension and medical
benefits.
Organised labour
qTransparency and trust.
qHigher wages.
qSkills development.
qSafety.
qNew unions recognition.

The common and most material issues arising from Transnet’s engagements with
stakeholders in 2013 align directly with the focus areas of the MDS and can be
summarised as follows:
q ‘ Provide infrastructure capacity ahead of demand in support of economic growth.’
q ‘ Be responsive to customers, improve efficiencies and reliability.’
q ‘Create opportunities for local suppliers, develop skills and create jobs.’
q ‘Recognise and reward employees.’
q ‘Be financially stable.’
q ‘Be socially and environmentally responsible.’
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ABOUT TRANSNET (continued)

Risks and opportunities
The risks and opportunities that affect the Company’s ability to create value in the
short- and longer-term can be grouped into three categories:
q 0QFSBUJPOBM SJTLT BOE PQQPSUVOJUJFT UIBU BSF NBOBHFE QSPBDUJWFMZ FWFSZ EBZ CZ
implementing policies and process controls. Examples include regulatory
compliance and fraud prevention.
q 4USBUFHJD SJTLT BOE PQQPSUVOJUJFT UIBU DPVME TJHOJGJDBOUMZ BGGFDU UIF $PNQBOZnT
ability to implement its strategy, many of which can be mitigated if they are well
understood and proactively addressed. Examples include market demand, spiking
input costs, skills and resource scarcity and cost of funds.
q 4ZTUFNJD PS HMPCBM SJTLT UIBU BGGFDU OBUJPOT BOE DPNQBOJFT XPSMEXJEF  TPNF PG
which can be mitigated by collective or multilateral action as well as by localised
efforts. Examples include climate change, urbanisation and social inequality.
In executing the MDS in the next seven years (2014–2020), Transnet has identified
priority strategic risks and opportunities. The Company’s strategic risk profile
depicted here arises from Transnet’s Enterprise Risk Management Strategy and
Framework, based on ISO 31000: 2009. Strategic risk profiles are also developed for
each operating division. These are reviewed and updated on a regular basis so that
timely and appropriate mitigating plans are implemented as new risks emerge.

IR

Refer to page 16 for
further information.

By aligning the Company’s top ten strategic risks with the MDS, opportunities have
been identified to build common value with stakeholders in mitigating material risks.
Specific mitigating actions have been implemented to address key risks, as outlined
here and also detailed further in the ‘Looking Ahead’ section.

Crane driver at the port of Durban.
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4USBUFHJDSFTJEVBMSJTLTIFBUNBQ
&

-JLFMJIPPESBUJOH

99%





D

4

>50%

C

>20%

8

7



9



5
6

Priority I risk – Transnet Group
Chief Executive and Board level

B

Priority II risk – Operating
divisions’ Chief Executive’s level

A

Priority III risk – General
Managers’ level

>1%

<1%

Priority IV risk – Managers’ level
Priority V risk – Employees’ level

7

6

5

4

3

2

1

$POTFRVFODFSBUJOH

1

3FHVMBUPSZSJTL
The risk of regulatory uncertainty and changes in the regulatory environment having an
adverse effect on planning, capital spending and financial stability.

2

$BQJUBMQSPKFDUTSJTL
The risk of non-delivery of capital projects on time and within budgets and affordability.

3

$PNNFSDJBMSJTL NBSLFU 
The risk of failing to safeguard existing volumes and to attract additional volumes in
existing and new markets as a result of sub-optimal service and not aligning Transnet’s
expansion plans with customers’ plans, thereby reducing revenue growth opportunities.

4

#VTJOFTTDPOUJOVJUZSJTL JODJEFOUNBOBHFNFOU 
The risk of Transnet’s operations experiencing interruptions due to safety and security
incidents and natural disasters.

5

$PNNFSDJBMSJTL GVOEJOHMJRVJEJUZ 
The risk of Transnet not securing funding due to turmoil in the financial markets, which
includes the recalling of loans, downgrading of credit ratings and the systematic
collapse of financial systems.

6

#VTJOFTTDPOUJOVJUZSJTL TFDVSJUZPGFOFSHZTVQQMZ 
The risk of uncertainty around the secure supply of energy (which includes energy
unreliability and rising energy costs) resulting in operational uncertainty, business
interruption, revenue loss and adverse reputational impact.

7

)VNBODBQJUBMSJTL
The risk of not managing employee relations, attracting the requisite talent and skills,
or developing the competencies to operate the newly acquired assets and expanded
services.

8

4ZTUFNTSJTL *$5 
The risk of deficiencies in information systems (including inadequate ICT infrastructure
and poor technology utilisation) resulting in human error, reduced productivity and
financial loss.

9

$PNNFSDJBMSJTL DPVOUFSQBSUZ 
The risk of suppliers or customers failing to perform according to contractual terms
and conditions.

10

&OWJSPONFOUBMNBOBHFNFOUSJTL
The risk of unsustainable practices resulting in environmental degradation, increased
pressure from stakeholders, increased liability and risk to reputation.
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5PQSJTLTBMJHOFEXJUITUBLFIPMEFST PQQPSUVOJUJFTBOENJUJHBUJPONFBTVSFT

MDS icons

Key risk issue

q
q
q
q

Capital
project on
time, within budget

q (PWFSONFOU
q $VTUPNFST
q -FOEFST

q
q
q
q

Revenue and
volume growth

q (PWFSONFOU
q $VTUPNFST
q -FOEFST

q $VTUPNFSSFTQPOTJWFOFTT
q 3FWFOVFEJWFSTJGJDBUJPO
q /FXNBSLFUT

Business
interruption and
incident
management

q
q
q
q

q 4
 ZTUFNTSFBEJOFTTGPSCVTJOFTT
continuity.
q $VMUVSFDIBSUFSBOEFNQMPZFF
wellness.
q $VTUPNFSSFTQPOTJWFOFTT
q $PSQPSBUFTPDJBMJOWFTUNFOU

Funding and
liquidity

q (PWFSONFOU
q -FOEFST
q $VTUPNFST

q %JWFSTJGJDBUJPOPGGVOEJOHTPVSDFT
q 1SJWBUFTFDUPSQBSUJDJQBUJPO
q .BJOUBJOGJOBODJBMEJTDJQMJOFBOE
governance.

Energy security

q
q
q
q

q 4IPSUUFSNCVTJOFTTDPOUJOVJUZQMBOT
q -POHFSUFSNJOOPWBUJWFFOFSHZQMBO

Human Resources
capability

q &NQMPZFFT
q 0SHBOJTFEMBCPVS

q #VJMEJOHUSVTUXJUIPSHBOJTFEMBCPVS
q 4LJMMTEFWFMPQNFOU
q 4UBGGXFMMOFTT

ICT utilisation

q &NQMPZFFT

q 4LJMMTEFWFMPQNFOU
q 1SPBDUJWFUBMFOUNBOBHFNFOU

9

Suppliers and
customers

q
q
q
q

-FOEFST
4VQQMJFST
(PWFSONFOU
$VTUPNFST

q 1
 SPDVSFNFOUTZTUFNTNBUVSJUZBOE
contract proficiency.
q -PDBMTVQQMJFSEFWFMPQNFOU
effectiveness.
q $VTUPNFSDPOUSBDUT

10

Environmental
sustainability

q &
 OWJSPONFOUBM
agencies
q (PWFSONFOU
q $PNNVOJUJFT
q /(0T

q 1
 SPBDUJWFBOEDPMMBCPSBUJWF
initiatives on energy, carbon, water,
waste and biodiversity.

2

3

4

5

6

7

8

(PWFSONFOU
3FHVMBUPST
4VQQMJFST
$VTUPNFST

Opportunities

Regulatory
uncertainty

1

16

Stakeholders with
aligned concerns

$VTUPNFST
&NQMPZFFT
0SHBOJTFEMBCPVS
$PNNVOJUJFT

-FOEFST
$VTUPNFST
(PWFSONFOU
3FTFBSDI
institutes

q * EFOUJGZDPNNPOHSPVOEUPDSFBUF
regulatory certainty for investment.

$PTUPQUJNJTBUJPO
$BQJUBMQPSUGPMJPPQUJNJTBUJPO
0QUJNJTFEBTTFUVUJMJTBUJPO
"MJHONFOUXJUI(PWFSONFOUBOE
private/customer investment plans.
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Mitigating actions
q &OHBHJOHXJUIQPMJDZNBLFSTBOESFHVMBUPSTUPBMJHOQPMJDZBOETUSBUFHZ
q %SBGUJOH$PNQMJBODF$POUSPM1MBOTBOEQFSGPSNJOHBVEJUTPOQSJPSJUZMFHJTMBUJPO

q
q
q
q

&TUBCMJTIJOHB$BQJUBM&YDFMMFODF1SPHSBNNF
%FWFMPQJOHB1SJWBUF4FDUPS1BSUJDJQBUJPOTUSBUFHZ
6UJMJTJOHB1MBUJOVN4UBOEBSE'SBNFXPSLGPSDBQJUBMQSPKFDUT
48"5UFBNTFTUBCMJTIFE

q
q
q
q
q

&TUBCMJTIJOHSFTPVSDFEBOENBOEBUFEDVTUPNFSGBDJOHCVTJOFTTVOJUTBU'SFJHIU3BJM
%FWFMPQJOHBTUSBUFHJDNBSLFUJOHQMBO
%FWFMPQJOHBO"GSJDBTUSBUFHZ
7BMJEBUJOHEFNBOEGPSFDBTUTXJUIDVTUPNFST
&OUFSJOHJOUPmUBLFPSQBZnDPOUSBDUT

q
q
q
q
q
q

*NQMFNFOUJOH-FBO4JY4JHNB
"DDFMFSBUJOHTBGFUZBOETFDVSJUZNFBTVSFT
*NQMFNFOUJOHBOESFWJFXJOHCVTJOFTTDPOUJOVJUZQMBOT
*NQMFNFOUJOHDPOTFRVFODFNBOBHFNFOUQSPUPDPMTGPSTBGFUZWJPMBUJPOTJOUIFXPSLQMBDF
1FSGPSNJOHBTTVSBODFNPOJUPSJOHPOUIFJNQMFNFOUBUJPOPG#PBSETPG*ORVJSZ #0* SFDPNNFOEBUJPOT
3FTVMUTNBOBHFNFOUPQUJNJTBUJPO

q *NQMFNFOUJOHGVOEJOHTUSBUFHJFTUPEJWFSTJGZGVOEJOHTPVSDFT
q $POUSPMMJOHGVOEJOHDFOUSBMMZBU(SPVQ5SFBTVSZ
q "DUJWFSBUJOHBHFODZNBOBHFNFOU

q %FWFMPQJOHBOFOFSHZTFDVSJUZBOEDBSCPONJUJHBUJPOQMBO
q *NQMFNFOUJOHmEFWJBUJPONBOBHFNFOUn JGOPUJGJFEJOBEWBODFPGTDIFEVMFEQPXFSPVUBHFT
q $POUJOVPVTMZFOHBHJOHXJUI&TLPN

q &
 OIBODJOH)3TZTUFNTJODMVEJOH8PSLGPSDF1MBOJNQMFNFOUBUJPO QFSGPSNBODFNBOBHFNFOU MBCPVSSFMBUJPOT 
talent management, culture charter, and employee wellness.

q
q
q
q

&OIBODFUFDIOPMPHZTZTUFNT
3BNQJOHVQUSBJOJOHJOBEWBODFPGOFXBTTFUTCFJOHEFQMPZFEJOQSPEVDUJPO
*NQMFNFOUJOHBO*$5%JTBTUFS3FDPWFSZ1MBO
*NQMFNFOUJOHDPNQSFIFOTJWFTFDVSJUZBOENPOJUPSJOHGPSBMMDSJUJDBMTZTUFNT

q
q
q
q
q
q

*NQMFNFOUJOHJOJUJBUJWFTUPBDDFMFSBUFBOETUSFBNMJOFQSPDVSFNFOUTZTUFNT
&OUFSJOHJOUPmUBLFPSQBZnDPOUSBDUT
1FSGPSNJOHTVQQMJFSFWBMVBUJPOT
3FHVMBSMZSFWJTJUJOHBOEBMJHOJOHDPOUSBDUDPOEJUJPOTBOEQFOBMUZDMBVTFT
$POUSBDUNBOBHFNFOU
4LJMMTFOIBODFNFOU

q &NCFEEJOHBTVTUBJOBCJMJUZNBUVSJUZQSPDFTT'PDVTPOFOFSHZTFDVSJUZBOEDBSCPONJUJHBUJPO
q &OHBHJOHXJUIUIF%FQBSUNFOUPG8BUFS"GGBJSTBOEUIF%FQBSUNFOUPG&OWJSPONFOUBM"GGBJSTUPNBOBHFUIF
processing of licence and permit applications.
q *NQMFNFOUJOHHBUFSFWJFXTUPFOTVSFGFBTJCMFBMUFSOBUJWFTBOEEFGJOFETDPQFCFGPSFDPNNFODJOH&OWJSPONFOUBM
Impact Assessments.
q &OHBHJOHXJUITUBLFIPMEFSTEVSJOH&OWJSPONFOUBM*NQBDU"TTFTTNFOUTUPFTUBCMJTIDPNNPOWBMVF
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ABOUT TRANSNET (continued)

Governance
Sound corporate governance underpins Transnet’s ability to function with integrity
BOEBDDPVOUBCJMJUZUPTZTUFNBUJDBMMZBOEJOEFQFOEFOUMZSFWJFXSJTLTBOEPQQPSUVOJUJFT
and to make decisions that will build sustainable value. To this end, the Board is
rigorous in its application of King III, the Companies Act and the PFMA. It operates
within the Company’s Memorandum of Incorporation and upholds the principles of the
United Nations Global Compact.

AFS

Refer to page 30 for
further information.

The Companies Act gave entities until 1 May 2013 to file revised corporate
constitutions, failing which the existing constitution will apply subject to the provisions
of the Companies Act, which will prevail in the event of misalignment. Transnet’s
revised draft Memorandum of Incorporation was recommended by the Board to the
Minister of Public Enterprises for approval on 29 May 2013.
The Transnet Board of Directors is appointed by the Minister of Public Enterprises in
terms of the Company’s Memorandum of Incorporation which provides that there shall
be no less than 10 and no more than 14 directors, of whom no less than eight shall be
non-executive directors and two shall be executive directors. As at 31 March 2013, the
Board comprised 14 members of whom 12 are independent and non-executive
directors, including the Chairperson. The Group Chief Executive (GCE) and the Group
Chief Financial Officer (GCFO) are executive directors of the Board. The roles of
Chairperson and Group Chief Executive are separate. The Board has direct, unfettered
access to all Company records, external and internal auditors and professional
advisors. The Board has five Committees, each chaired by a non-executive director and
working according to a defined mandate, reporting to the Board.
The GCE is appointed by the Shareholder Minister from a shortlist of candidates who
have been identified, nominated and evaluated by the Board. The GCFO is identified,
nominated, evaluated and appointed by the Board with the approval of the Shareholder
Minister. Group Executive Committee members are appointed by the GCE in
consultation with the Board. General Managers make up the Extended Executive in the
Company’s Operating divisions, Specialist Units and Corporate Centre. Delegations of
Authority prescribe levels of authority and accountability between the Board, the
Executive and the Extended Executive.

AFS

Refer to page 164 for
further information.

Six scheduled meetings of the Board were held for the year ended 31 March 2013 and
one unscheduled meeting was held on 1 March 2013. Member attendance and reports
of the Board Committees are detailed in the Corporate Governance report in the
AFS 2013.
Mr A Singh, who had been in an acting position, was confirmed as GCFO on 1 July 2012.
Ms NP Mnxasana was appointed as an independent, non-executive director on 31
January 2013. Mr MP Malungani, appointed on 13 December 2010, resigned from the
Board with effect from 1 April 2012. The following independent non-executive
directors retired from the Board with effect from 6 July 2012:
q .T/#1(DBCB BQQPJOUFEPO"VHVTU
q .S#%.LIXBOB[J BQQPJOUFEPO%FDFNCFS
q .S.1.PZP BQQPJOUFEPO+VMZ BOE
q .T5.OZBLB BQQPJOUFEPO%FDFNCFS 
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(PWFSOBODFTUSVDUVSF
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THE EXECUTIVE
COMMITTEE
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Transnet Board of Directors
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Social and
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Audit
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Board
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Board Risk
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Regulation
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Finance
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Capital
Investment
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NMPP
Governance
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Risk
Management
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Delegation of Authority Framework

Operating division Executive Committees

Richards Bay: Fully loaded coal train approaching Richards Bay Coal Terminal.
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Board of Directors
1

2

1
Mr Mafika Mkwanazi
(Chairperson)
%BUFPGCJSUI
January 1954.
%BUFPGBQQPJOUNFOU
13 December 2010.
"SFBPGFYQFSUJTF
Corporate governance,
engineering and
strategy.
2VBMJGJDBUJPOT
Bachelor of Science in
Mathematics and Applied
Mathematics (University of
;VMVMBOE #BDIFMPSPG
Science in Electrical
Engineering (University
of Natal).
%JSFDUPSTIJQ5SVTUFFTIJQ
q Before the Wind
Investments 53.
q Marble Gold 237 (Pty) Ltd.
q MLZZ Family Trust.
q Mkwanazi Investment
Holdings (Pty) Ltd.
q Ukhamba Bricks and
Quarry (Pty) Ltd.
q Born Free Investments
402.
q Stefanutti & Stocks
Holdings.
q Eskom SOC Ltd.
$IBJSQFSTPOTIJQ
q Hulamin Ltd.
2
Mr Brian Molefe
(Group Chief Executive
Officer)
%BUFPGCJSUI
November 1966.
%BUFPGBQQPJOUNFOU
17 February 2011.
"SFBPGFYQFSUJTF
Financial, management
and leadership.
2VBMJGJDBUJPOT
Masters of Business
Leadership (University of
4PVUI"GSJDB 1PTUHSBEVBUF
Diploma in Economics
-POEPO6OJWFSTJUZ 
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3

4

School of Oriental and
"GSJDBO4UVEJFT#BDIFMPSPG
Commerce (University of
South Africa).
%JSFDUPSTIJQ5SVTUFFTIJQ
q B & PPJ Trust.
q Karibu Holdings (Pty) Ltd.
q Karibu Capital (Pty) Ltd.
q Karibu Real Estate
Investments (Pty) Ltd.
q Lion of Africa Fund
Managers.
3

Mr Anoj Singh
(Group Chief Financial
Officer)
%BUFPGCJSUI
August 1973.
%BUFPGBQQPJOUNFOU
March 2009.
"SFBPGFYQFSUJTF
Financial and strategy.
2VBMJGJDBUJPOT
#BDIFMPSPG"DDPVOUJOH
Postgraduate Diploma in
Accountancy (University
of Durban-Westville) and
CA (SA).
%JSFDUPSTIJQ5SVTUFFTIJQ
q Comazar (Pty) Ltd.
q Crosskeys Security
Services (Pty) Ltd.
q Transhold Properties
(Pty) Ltd.
q Transnet Retirement Fund.
4

Mr Nishikant Choubey
%BUFPGCJSUI
June 1948.
%BUFPGBQQPJOUNFOU
24 June 2011.
"SFBPGFYQFSUJTF
Warehousing and
multi-model
logistics.
2VBMJGJDBUJPOT
."JO&DPOPNJDT
Diploma in Inter-model
management.

5

6

5

2VBMJGJDBUJPOT
Bachelor of
Administration
6OJWFSTJUZPG1SFUPSJB 
BProc (University of
4PVUI"GSJDB %JQMPNBJO
Labour Relations
(University of South
"GSJDB &%1 6$-"
California) and AEDP
(Wharton Business
School, University of
Pennsylvania, New York).
%JSFDUPSTIJQ5SVTUFFTIJQ
q Toyota SA.
$IBJSQFSTPOTIJQ
q Transnet Second Defined
Benefit Fund.

Mr Mike Fanucchi
%BUFPGCJSUI
May 1964.
%BUFPGBQQPJOUNFOU
13 December 2010.
"SFBPGFYQFSUJTF
Logistics, supply chain
management, packaging,
gases and engineering
industries.
2VBMJGJDBUJPOT
Graduate Diploma in
&OHJOFFSJOH#BDIFMPSPG
Science in Engineering
(Mech) Industrial and
Masters of Science in
Engineering
Management (University
of Witwatersrand).

6

Ms Yasmin Forbes
%BUFPGCJSUI
February 1959.
%BUFPGBQQPJOUNFOU
24 June 2011.
"SFBPGFYQFSUJTF
ICT and corporate
governance.
2VBMJGJDBUJPOT
MA Business
"ENJOJTUSBUJPO%JQMPNB
in Marketing (First
$MBTT 1VCMJD3FMBUJPOT
Practitioner.
%JSFDUPSTIJQ5SVTUFFTIJQ
q YF & Associates.
q Transnet Second Defined
Benefit Fund.
7

Mr Harry Gazendam
%BUFPGCJSUI
November 1954.
%BUFPGBQQPJOUNFOU
13 December 2010.
"SFBPGFYQFSUJTF
Labour relations, HR
management,
remuneration and
corporate governance.

7

8
Ms Nazmeera Moola
%BUFPGCJSUI
November 1977.
%BUFPGBQQPJOUNFOU
13 December 2010.
"SFBPGFYQFSUJTF
Economics and strategy.
2VBMJGJDBUJPOT
Bachelor of Business
Science (University of
$BQF5PXO BOE$'"
Charter holder.
%JSFDUPSTIJQ5SVTUFFTIJQ
q Mercedes-Benz South
Africa.
9
Ms Nomavuso Mnxasana
%BUFPGCJSUI
September 1956.
%BUFPGBQQPJOUNFOU
31 January 2013.
"SFBPGFYQFSUJTF
Accounting and risk
management.
2VBMJGJDBUJPOT
Bcompt (Honours)
6OJWFSTJUZPG4PVUI"GSJDB
CA (SA).
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9

%JSFDUPSTIJQ5SVTUFFTIJQ
q Awca Investment Holdings.
q Landbank Insurance Service
SOC Limited.
q Nedbank Group.
q Noma Namuhla Trading and
Projects.
q Pareto.
q Winhold Limited Group.
q JSE Limited.
Other dormant companies:
q Blythendale Hotel.
q Dream Finders.
q New Capital Investment
Holdings.
q Tamarron Trading 181.
q Umgobho Logistics.

$IBJSQFSTPOTIJQ
q Landbank Insurance Service
SOC Limited.
10

Ms Nunu Njeke
%BUFPGCJSUI
August 1963.
%BUFPGBQQPJOUNFOU
23 May 2006.
"SFBPGFYQFSUJTF
Business, marketing and
advertising.
2VBMJGJDBUJPOT
Bachelor of
Administration
(University of
4XB[JMBOE .#"
(Morgan State
University, Maryland,
USA) and Diploma in
Advertising (AAA School
of Advertising).
%JSFDUPSTIJQ5SVTUFFTIJQ
q Awca Investment Holdings.
q Kantar South Africa
(Pty) Ltd.
q Ntinta Investment.
q Ogilvy & Mather.
q Ogilvy South Africa.
$IBJSQFSTPOTIJQ
q Ogilvy South Africa.

10

11

11
Mr Iqbal Sharma
%BUFPGCJSUI
March 1967.
%BUFPGBQQPJOUNFOU
13 December 2010.
"SFBPGFYQFSUJTF
Strategy, business,
international trade,
management and global
economy.
2VBMJGJDBUJPOT
Bachelor of Science and
Bachelor of Science
(Honours) University of
Wisconsin, Oshkosh,
USA).
%JSFDUPSTIJQ5SVTUFFTIJQ
q GMT Concepts.
q Issar Capital.
q Nulane Investments 204.
$IBJSQFSTPOTIJQ
q Issar Investment Holdings.
12

Mr Israel Skosana
%BUFPGCJSUI
July 1953.
%BUFPGBQQPJOUNFOU
13 December 2010.
"SFBPGFYQFSUJTF
Financial, strategy,
business and leadership.
2VBMJGJDBUJPOT
Bachelor of Commerce
(University of the
/PSUI #$PNQU )POPVST
(University of South
"GSJDB $FSUJGJDBUFJOUIF
Theory of Accountancy
(University of South Africa).
%JSFDUPSTIJQ5SVTUFFTIJQ
q ATC South Africa
Investment Holdings
(Pty) Ltd.
q BDO Risk Advisory Services
(Pty) Ltd.
q BDO South Africa Advisory
Services (Pty) Ltd.
q CQS Investment Holdings
(Pty) Ltd.
q CQS Performance Solutions
(Pty) Ltd.

12

13

q CQS Technology Holdings
(Pty) Ltd.
q FDB Eiendomsbeleggings cc.
q Leaf International
Communication (Pty) Ltd.
q Pelta (Pty) Ltd.
q University of Pretoria.
q XON Systems (Pty) Ltd.
$IBJSQFSTPOTIJQ
q Kapela Investments
Holdings (Pty)Ltd.
q Kapela Holdings (Pty)Ltd.
13
Ms Ellen Tshabalala
%BUFPGCJSUI
August 1958.
%BUFPGBQQPJOUNFOU
13 December 2010.
"SFBPGFYQFSUJTF
Procurement, business
and strategy.
2VBMJGJDBUJPOT
International Licentiate
Diploma of Banking
(Institute of
#BOLFST #BDIFMPSPG
Commerce (University
PG4PVUI"GSJDB BOE
Postgraduate Diploma
in Labour Relations
(University of South
Africa).
%JSFDUPSTIJQ5SVTUFFTIJQ
q African Academy for CADD
training.
q Moral Regeneration
Movement.
q Presidential Advisory
Council on BEE.
q Transnet Second Defined
Benefit Fund.
q $IBJSQFSTPOTIJQ
q Port Shepstone Harbour
Development Company.
q South African Broadcasting
Corporation *OUFSJN 
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Ms Doris Tshepe
%BUFPGCJSUI
August 1973.
%BUFPGBQQPJOUNFOU
13 December 2010.
"SFBPGFYQFSUJTF
Legal, corporate
governance and risk
management.
2VBMJGJDBUJPOT
BProc (University of
UIF/PSUI --#
(University of Natal)
and Masters in Tax Law
(University of
Witwatersrand).
%JSFDUPSTIJQ5SVTUFFTIJQ
q Cheadle Thompson &
Haysom Inc.
q Cheadle Thompson &
Haysom Legal
Administration Trust.
q Boardroom Alliance
(Pty) Ltd.
q Boardroom Alliance Black
Equity Trust.
q National Children’s Rights
Committee.

15
Ms Ayanda Ceba
(Group Company Secretary)
%BUFPGCJSUI
September 1976.
%BUFPGBQQPJOUNFOU
1 April 2009.
"SFBPGFYQFSUJTF
Legal and corporate
governance.
2VBMJGJDBUJPOT
BProc (University of
%VSCBO8FTUWJMMF 
LLB (University of
Durban-Westville).
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Group Executive Committee





1
Mr Brian Molefe
:FBSKPJOFE5SBOTOFU
2011.
1PTJUJPO
Group Chief Executive.
"SFBPGFYQFSUJTF
Finance, management, leadership,
economics and investments.
2

Mr Anoj Singh
:FBSKPJOFE5SBOTOFU
2003.
1PTJUJPO
Group Chief Financial Officer.
"SFBPGFYQFSUJTF
Financial and business.

3
Mr Siyabonga Gama
:FBSKPJOFE5SBOTOFU
1994.
1PTJUJPO
Chief Executive – Transnet
Freight Rail.
"SFBPGFYQFSUJTF
Management, transport, logistics,
operations and finance.
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4

Mr Mark Gregg-Macdonald
:FBSKPJOFE5SBOTOFU
2001.
1PTJUJPO
Group Executive – Planning and
Monitoring.
"SFBPGFYQFSUJTF
Manufacturing, construction, cellular
communications, management
and finance.
5

Ms Raisibe Lepule
:FBSKPJOFE5SBOTOFU
2012.
1PTJUJPO
Group Executive: Transnet Property.
"SFBPGFYQFSUJTF
Economics, public administration,
transport, logistics and property.

5

6

6

7

Ms Nonkululeko Mabandla
:FBSKPJOFE5SBOTOFU
2012.
1PTJUJPO
Group Executive: Legal Services.
"SFBPGFYQFSUJTF
Legal, management and governance.
7

Ms Disebo Moephuli
:FBSKPJOFE5SBOTOFU
2006.
1PTJUJPO
Chief Risk Officer.
"SFBPGFYQFSUJTF
Management finance and risk
management.
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8
Mr Charl Möller
:FBSKPJOFE5SBOTOFU
1975.
1PTJUJPO
Group Executive – Transnet Capital
Projects.
"SFBPGFYQFSUJTF
Engineering, management and
finance.

11

Ms Sharla Pillay
:FBSKPJOFE5SBOTOFU
2003.
1PTJUJPO
Chief Executive: Transnet Pipelines.
"SFBPGFYQFSUJTF
Financial, information technology,
procurement and strategic
leadership.
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9
Mr Tau Morwe
:FBSKPJOFE5SBOTOFU
1997.
1PTJUJPO
Chief Executive – Transnet National
Ports Authority.
"SFBPGFYQFSUJTF
Transport, logistics and
management.

12

15
Mr Rodney Wolfenden
:FBSKPJOFE5SBOTOFU
2010.
1PTJUJPO
Chief Audit Executive: Ernst &
Young.
"SFBPGFYQFSUJTF
Management and finance.

10

Mr Khomotso Phihlela
:FBSKPJOFE5SBOTOFU
2003.
1PTJUJPO
Group Executive – Commercial.
"SFBPGFYQFSUJTF
Management, operations, ﬁnance
and engineering.

Ms Nonkululeko Sishi
:FBSKPJOFE5SBOTOFU
2012.
1PTJUJPO
Group Executive – Human Resources.
"SFBPGFYQFSUJTF
Human Resources and management.
13

Mr Karl Socikwa
:FBSKPJOFE5SBOTOFU
1995.
1PTJUJPO
Chief Executive – Transnet Port
Terminals.
"SFBPGFYQFSUJTF
Organisational development,
operations and legal.

Mr Richard Vallihu
:FBSKPJOFE5SBOTOFU
1995.
1PTJUJPO
Chief Executive – Transnet
Engineering.
"SFBPGFYQFSUJTF
Management, finance, transport and
information technology.
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Strategic review
The first year of MDS
execution
 I
 ^Wh[^ebZ[hÉi9ecfWYj
performance review.
 ;Yedec_Yh[]kbWj_ed"
legislation and policy matters.
 F kXb_Y<_dWdY[CWdW][c[dj
Act (PFMA) compliance.
 >kcWdYWf_jWb$
 H [ckd[hWj_edWb_]d[Zje
performance.
 9ehfehWj[ieY_Wb_dl[ijc[dj
(CSI).

Looking ahead

THE FIR ST Y E A R OF
EXECU TING THE SE V ENY E A R MDS H A S R ESULTED IN
STRONG FINA NCI A L R ESULTS
W ITH R E V EN UE OF

R50,2 BILLION,
AND A RECORD LEVEL OF

R27,5 BILLION
CAPITAL INVESTMENT.

IR
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Refer Operating
divisions on page
48 for further
information.

The first year of MDS execution
The year ended 31 March 2013, marks the first year of
executing the seven-year MDS to enable economic growth in
South Africa. It has been a year in which the Company’s
resilience has helped it weather the effects of challenging
economic and operating conditions while still delivering
volume growth of 3,3%, driven by a revised operating
philosophy at Freight Rail, strong financial results with
revenue of R50,2 billion, and a record level of R27,5 billion
capital investment.
These results were achieved in the face of depressed global
BOEMPDBMFDPOPNJFTSFEVDJOHEFNBOEGPSUSBOTQPSUTFSWJDFT
CZTUSJLFTUIBUBGGFDUFELFZDVTUPNFSTnNJOJOHPVUQVUTBOE
by steep increases in the costs of labour and energy. These
adverse market conditions together with operating
challenges which included lower than anticipated volumes,
customer cancellations, rolling stock inefficiencies and
infrastructure failures, meant that we could not achieve 49%
of the demanding productivity and efficiency targets that we
set for ourselves this year.
Despite these difficulties, there are notable areas of
operating performance excellence in every part of Transnet
with productivity improvements in key port container
terminals, iron ore rail services, pockets of GFB rail services
and in pipeline deliveries which has enabled Transnet to
achieve 91,8% of the ambitious MDS volume targets for the
year. There are reasons for the efficiency challenges – some
within our control and some not – and they are specific to
each set of circumstances which we monitor and manage
daily. Clear plans are in place to remove bottlenecks and meet
the productivity and efficiency targets we have set for the
year ahead.
Transnet has exceptionally hard-working, skilled and
dedicated people managing our complex systems across the
Company. In partnership with organised labour, we are
instilling a performance culture where every person, no
matter how big or small their task, goes the extra mile to put
the customer first and get each job done perfectly, the first
time, on time, every time.
Financial stability, measured by cash interest cover and
gearing, has enabled the Company to successfully raise the
funding required for its capital investment programme for
the year, notwithstanding the rating downgrade from
Standards and Poor’s and Moody’s in line with the downgrade
of the sovereign of the Republic of South Africa. Both rating
agencies nevertheless confirmed Transnet’s strong
standalone credit profile, with Moody’s holding Transnet’s
rating a notch above the sovereign.
INTEGRATED REPORT 2013
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The Company’s commitments in support of sustainable growth has already begun to
bear fruit in terms of job creation, enhancing local supplier development through
procurement spend, developing skills, championing transformation, improving energy
efficiency and delivering tangible social benefits in many poverty-stricken
communities.
Our ongoing engagements with a wide range of stakeholders continues to focus our
attention and direct the execution of the MDS. The 2012 stakeholder perception
survey indicated a positive trend in perceptions, with a majority view that Transnet
provides an essential service to the country and that the Company’s business strategy
and customer service practices are sound. We take very careful note of the feedback
we receive and the Company will continue to engage with all stakeholders in its efforts
to improve service delivery.
The Company conducted its annual customer satisfaction survey to measure customer
perceptions and experiences with the service provided by Transnet. The Board is
pleased to report that, while the results indicate that there remain areas where effort
is required to achieve sustained improvement, the year 2013 marked a significant
turnaround in the previous year’s results evidencing the progress made in terms of
service reliability and predictability, customer relations and communication,
infrastructure capacity creation, skills and innovation as well as instilling a culture of
efficiency. The Board will continue to utilise the benchmarks provided by customers in
developing short term and longer-term service targets aimed at improving Transnet’s
service culture.
Transnet’s greatest sadness this year, is that despite the Company’s efforts to improve
safety, nine colleagues lost their lives on duty: five from injuries sustained in motor
WFIJDMFBDDJEFOUTUISFFGSPNWJPMFOUDSJNJOBMBDUTBOEPOFUPBIFBMUIDPOEJUJPO8F
also deeply regret that 125 members of the public were killed when walking on or
driving onto active railway lines. Our heartfelt condolences go to all their affected
family members and friends. Our efforts to bolster safety and security in Transnet
operations continue to receive priority attention.

Shareholder’s compact performance review
Every year, the Minister of Public Enterprises enters into a Shareholder Compact with
the Transnet Board, in which he sets out his specific targets for Transnet’s performance.
These key performance indicators (KPIs) become the basis for performance monitoring
at all levels of the Company. The KPIs are revised annually.
Performance information and other criteria comparing actual 2013 results to the 2013
targets, as required in terms of section 55(2) of the PFMA is set out in the Directors’
report in the AFS 2013.
The table on the next page covers performance against the Group-level Shareholder
Compact KPIs while the Operating divisions’ performance KPIs targets are reported in
the Operating divisions’ performance review section of this IR 2013. The adverse
market and operating conditions, including lower than anticipated volumes, customer
cancellations and areas of rolling stock inefficiency and infrastructure failure during
the year, meant that many of the volume and operating efficiencies targets for the year
were not realised. Measuring the Company’s entire performance against the
Shareholder Compact KPIs, only 52,9% of targets were achieved during the 2013
financial year.

AFS

Refer to page 20 for
further information.

IR

Refer to page 26 for
further information.
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STRATEGIC REVIEW (continued)

This performance information has been subjected to audit review and the Company’s
auditors have reported no adverse findings on the performance against predetermined
objectives.
Key
performance
area

2013
Target

2013
Actual

Target
achieved

2014
Target

%

≤56

 

X (b)

≤57,1

Return on Total
Average Assets #(a)

%

≥8,5

 

X (c)

≥8,0

Cash interest cover

Times

≥3,6

 

3,3

Gearing (a)

%

≤45,5

 

≤46,6

Human capital

Training spend

% of
personnel
costs

≥4,0

 

3
3
3

Skills
development

Engineering trainees

Number of
learners

≥120



3

132

Technician trainees

Number of
learners

≥300



3

330

Artisan trainees

Number of
learners

≥500

866

3

1 550

Sector specific
trainees

Number of
learners

≥1 800



3

1 980

DIFR

Weighted
average

≤0,80

 

3

≤0,75

Employee fatalities

Number of
fatalities

Zero

9

X (d)

Zt

Employment
creation

Direct jobs created
(Transnet
employees)

Number of
jobs

≥4 048



X (e)

4 336

Productivity

Revenue per
employee (a)

R million

≥0,98

 

X (f)

≥0,98

Financial value
creation

Safety

Key performance
indicator

Unit of
measure

Operating
expenditure as a %
of revenue(a)

4,6

3

Target achieved.
Target not achieved.
#
 3FWFOVFEJWJEFECZBWFSBHFUPUBMBTTFUFYDMVEJOHDBQJUBMXPSLJOQSPHSFTT
B
 &YDMVEJOH1PSUSFHVMBUPSDMBXCBDL
C
 . BKPSDPOUSJCVUJOHGBDUPSXBTUIFOPOBDIJFWFNFOUPGWPMVNFUBSHFUTEFTQJUFSJHPSPVTDPTUDVUUJOHJOJUJBUJWFT
implemented by the Company throughout the year.
D
Non-achievement of targeted operating profit resulting from depressed revenues following the shortfall
in volumes.
E
 5SBOTOFUDPOUJOVFTUPFNQIBTJTFUIFDVMUVSFPGm[FSPUPMFSBODFnXJUISFHBSEUPGBUBMJUJFT&BDIGBUBMJUZJTUSFBUFE
on a case-by-case basis.
F
 .BSHJOBMMZEPXOPOUBSHFUBTBSFTVMUPGUIFFDPOPNJDTMPXEPXOJOUIFMBUUFSIBMGPGUIFGJOBODJBMZFBS
G
 *ODSFBTFJOEJSFDUKPCTOPUZFUDPNNFOTVSBUFXJUIJODSFBTFJOSFWFOVF
[U
Zero tolerance.
Y

26

INTEGRATED REPORT 2013

4USBUFHJDSFWJFX

Economic regulation, legislation and policy matters
Pipelines and National Ports Authority revenues
The tariffs of two Operating divisions’, namely that of Pipelines and National Ports
Authority, are determined by economic regulators. The National Energy Regulator of
South Africa (NERSA) regulates the tariffs of the petroleum pipeline system, storage
facility at Tarlton and gas transmission pipeline. The Ports Regulator approves the
tariffs charged by the National Ports Authority.
With approximately 20,4% of Transnet’s external revenue and 36,8% of its EBITDA
affected by economic regulation, the decisions of the regulators could have a significant
impact on investment decisions, investor confidence and the execution of the MDS.
Transnet believes that a detailed understanding of regulatory issues is a prerequisite,
not only for anticipating risks and opportunities, but also for building mutually
beneficial relationships with the regulators, based on trust and transparency.
Significant progress has been made between Transnet and the regulators in this
regard.
Economic regulation remains a key risk for Transnet. In the absence of an appeal
mechanism, there is limited recourse by regulated entities. Credible appeals
mechanisms need to be put in place and attention needs to be paid to monitoring the
performance and decision of regulators in line with international best practice and
benchmarks.

IR

Refer to page 44 for
further information.

New Multi-Product Pipeline (NMPP)
Due to the cost increase and schedule delays on the NMPP, the Shareholder Minister
launched an independent investigation into the construction of the new pipeline.
A summary of the findings was released in a press statement on 29 November 2012 by
the Shareholder Minister. Overall, the review team found that there were systemic
failures that compromised the intended outcomes.
The Review Team pointed out that the State’s security of supply imperative was a
dominant driver of decision-making on the NMPP. This was based on a concern that a
breakdown of the existing Durban to Johannesburg Pipeline whilst the NMPP was not
completed, would have a significant negative impact on the South African economy.
The outcome of the Ministerial review has been communicated to Transnet. Transnet
acknowledges the findings and lessons learned will be applied to ensure successful
delivery of the MDS.

Potential corporatisation of National Ports Authority
The National Ports Act, No. 12 of 2005 (Ports Act) provides for the corporatisation of
the National Ports Authority which could have material adverse impacts on the
Company, both financially and strategically, and could trigger default clauses in
Transnet’s funding agreements. On 17 June 2008, the Government, through the
President of the Republic of South Africa, informed Transnet in writing that it would
not initiate the corporatisation process and that appropriate amendments to the Ports
Act would be considered. On 10 January 2013 Transnet requested the Minister of
Public Enterprises to take the process of legislative review forward.
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The National Environmental Management: Integrated Coastal
Management Act No. 24 of 2008 Amendment Bill
The Integrated Coastal Management (ICM) Act contains a number of sections
detrimental to Transnet which the current Bill, still fails to address satisfactorily. The
main issue for Transnet revolves around section 11 of the Act (not yet in operation)
which provides that coastal public property vests in the citizens of South Africa and is
held in trust by the State. The effect of this provision would be to deprive Transnet of
its ownership of the assets in the sea, on the seashore and on the seabed within ports
(estimated at R46,0 billion as at 31 March 2013).

Fehje\D]gkhWYedjW_d[hj[hc_dWbb_Y[dY[
The Cabinet of the Republic of South Africa decided on 9 November 2011, to direct
National Ports Authority to licence Port Terminals to operate the Ngqura container
terminal for a limited period of three years, subject to the National Ports Authority
beginning a competitive process for the licensing of the Port of Ngqura in accordance
with section 56 of the Ports Act. On 27 January 2012, the Minister of Transport gave
effect to the Cabinet decision by issuing a section 79 Directive in terms of the Ports
Act, enabling Port Terminals to operate the terminal for three years (until
26 January 2015).

Public Finance Management Act (PFMA) compliance
The Company remains committed to the letter and spirit of good corporate governance
as outlined in King III, the Companies Act and the PFMA. The PFMA requires that the
Board acts with fidelity, honesty, integrity and in the best interest of the Company in
managing its affairs.

AFS

Refer to page 26 for
further information.

During the year, one instance of non-compliance with the Company’s procurement
procedures was reported relating to container handling equipment. Accordingly, the
Company continues to enhance the monitoring of PFMA violations and is in the process
of implementing more stringent consequence management to reduce financial
misconduct. In addition, the Company has implemented a PFMA awareness and
accreditation process to improve compliance to the requirements of the PFMA,
encourage employees to apply the delegation of authority entrusted to them in a
responsible manner and to improve compliance with the procurement processes to
strive towards zero PFMA reportable violations.

"MSPEF XPSLTIPQ 4BNVFM .PLPFOB .FDIBOJDBM BSUJTBO  BOE 4JGJTP /LPTJ 5SBEF BTTJTUBOU  BTTFNCMJOH B GPVS
way valve.
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Human capital
Transnet has intensified its focus on improved skills, wellbeing and productivity of its
employees. The Company will not deliver on its strategy and mandate if it fails to
recognise the crucial importance of its people in achieving commercial success. While
economic challenges remain, the Company’s attempts to maximise productivity and
contain costs will continue.
Transnet’s development of skills, both within Transnet and in the broader economic
environment, is yielding positive results. The Company invests significant resources in
the recruitment, development, deployment and retention of key operational, technical
and managerial skills to facilitate growth. Transnet has embarked on focused strategic
workforce planning to enable delivery of an overall headcount growth aligned to
skills required.
Specific emphasis is placed on developing and training engineers, technicians and artisans.

SR

Refer to page 44 for
further information.

AFS

Refer to page 31 for
further information.

Remuneration aligned to performance
The execution of MDS requires a sustained effort and energy of all employees to
ensure high performance as well as a sustainable and profitable long-term growth
while ensuring that key employees are retained in the Company.
During the 2013 financial year, members of the Group Executive Committee did not
receive a remuneration adjustment to guaranteed pay pending the outcome of the
Department of Public Enterprises remuneration study (the study). The outcome of this
study has not yet been published. Transnet is reviewing its reward approach aiming to
establish an integrated reward philosophy aligned with the MDS and with the outcomes
of the study.
5IFSFBSFUISFFFMFNFOUTUP5SBOTOFUnTSFNVOFSBUJPOTUSVDUVSFHVBSBOUFFEQBZTIPSU
UFSNJODFOUJWFT 45* BOEMPOHUFSNJODFOUJWFT -5* 
The STI scheme was designed with the specific objective to drive the achievement of
Company targets and to reward achievement of annual results. The members of the
Group Executive Committee and Extended Executive qualify for an annual STI payment
provided that the strategic objectives, as agreed with the Shareholder, have been
achieved. Individual bonus percentages are further modified with individual
performance assessment ratings.
The eligibility range of percentages linked to specific business performance
achievement is as calculated as follows:
Qualifying percentage
Grade Level

Threshold

On-target

Maximum

Group Executive Committee

Employment category

A

25%

50%

100%

Extended Executive Committee

B

20%

40%

80%

In the current financial year, the STI was based on the EBIDTA achievement of 93,5%
and approved by the Board after taking into consideration Transnet’s volume
achievement of 91,8% against the target. The bonus payment occurred in terms of the
general rules of the scheme.
The LTI scheme was designed to sustain the achievement of the Company’s strategy,
to retain key talent, to encourage ‘stretch’ performance and to reward performance
above target. The future of the LTI is subject to the outcome of the study.
Further detail regarding the application of the reward structure for 2013 as well as the
non-executive directors’ remuneration are outlined in more detail in the annual
financial statements.
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Corporate social investment (CSI)
Transnet has spent R132 million through the Transnet Foundation on CSI during the
year, demonstrating the Company’s commitment to the wellbeing of the communities
where it operates.

AFS

Refer to page 26 for
further information.

IR

Refer to page 39 for
further information.

SD

Refer to page 51 for
further information.

During the year, Transnet also contributed to improving the wellbeing of its past
employees and their dependants who are members of the Company’s pension funds.
Over the last few years, the Company has worked with trustees of these independent
funds to restructure and position them for the benefit of members and their families.
As a result of this initiative, the funds, which were once plagued by financial difficulties,
are all now in a financially stronger position. In the past few years, the funds paid
bonuses to members and their dependants. Beneficiaries of the Transnet Second
Defined Benefit Fund (TSDBF) received increases of at least 70,0% of inflation since
2007. Beneficiaries of the Transnet Sub-fund of the Transport Pension Fund (TTPF)
received total payments since 2011 equivalent to the TSDBF payments on a
proportionate basis.
The total value of ad hoc bonuses paid by the TTPF and the TSDBF to their beneficiaries
amounts to R105,3 million and R1,765 billion respectively.
In addition to the payments by the TTPF and TSDBF, Transnet has again made an ex
gratia payment to its most disadvantaged pensioners of both the TTPF and TSDBF,
amounting to R143 million in October 2012. The payment has been made in particular
to those pensioners with very low pensions and long service. At 31 March 2013
Transnet has again made provision for an ex gratia payment of R70 million for these
pensioners.
Following the recommendations made by the Parliament Portfolio Committee on
Public Enterprises on 2 November 2010 bonuses amounting to five months’ pension
have been paid by the TSDBF since November 2010. The TTPF has paid five months’
pension as back pay, as well as additional bonuses to TTPF pensioners in line with
historic TSDBF bonuses. Prospective pension increase policies have been developed
by the TSDBF and TTPF targeting additional increases that will not vest, and are with
the Minister of Public Enterprises for approval, together with the concurrence of the
Minister of Finance.

&EVDBUJOHUIFZPVUIBU,;/
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The global economy continues to struggle, with high income
countries experiencing flat and low-level growth. Developing
economies are still the drivers of global growth, averaging
between 5,5% and 5,8% between 2013 and 2015, but their
output has slowed compared with the years prior to the global
financial crisis. World Bank estimates are for global growth of
2,4% in 2013, 3,1% in 2014 and 3,3% in 2015.
For sub-Saharan Africa, strong domestic demand, an
accommodative policy environment, increasing foreign direct
investment flows, relatively high commodity prices, and
increased export volumes in countries with new mineral output
are expected to underpin a return to the region’s pre-crisis
growth rate of 4,9% in 2013 and 5,1% in 2014. Slower growth in
China and protracted fiscal constraints in the Eurozone and the
United States could dampen regional growth prospects.

4USBUFHJDSFWJFX

Looking ahead
The Board and management continue to keep a close watch on
economic trends and risks, to identify opportunities to forge
ahead with the MDS. Rail and port capacity still lags behind
validated demand, and the imperative remains for Transnet to
provide freight infrastructure and services that will both
stimulate and support future economic growth. This tests our
ability to ride the waves of economic cycles and we do so
balancing ambition and responsibility.

THE SUCCESSFUL
EXECUTION OF THE MDS
WILL RESULT IN AN

INCREASE
IN R AIL, PORT AND
PIPELINE CAPACITY
AHEAD OF MARKET
DEMAND.

IR

Refer to Appendix A for
MDS focus areas
2014–2020.

In the near term, South Africa will be directly affected by
international trade and investment trends, and is vulnerable to
slowing global demand. The country’s growth outlook was
downgraded by the World Bank to 2,7% in 2013, 3,2% in 2014
and 3,3% in 2015 due to the gloomy prognosis for South Africa’s
major trading partners in Europe, flat growth outlook for the
United States, a slowdown in China, investor risk aversion in the
light of strikes and social unrest, and credit ratings downgrades.
The adoption by Government in September 2012 of the National
Development Plan (NDP) brought with it increased levels of
domestic and international business confidence. The 2030
structural reforms outlined in the NDP are complemented by the
near-term goals of the New Growth Path, the Industrial Policy
Action Plan, and the projects of the Presidential Infrastructure
Coordinating Commission. The NDP provides a framework of
policy and planning priorities and a phased implementation
approach, to which Transnet’s MDS is aligned.
In spite of the challenging economic environment, the outlook
for Transnet’s key commodities remains positive. The
infrastructure development that underpins the MDS is targeted
at satisfying demand that has been validated with key customers
for export coal, iron ore and manganese as well as for domestic
coal, magnetite, iron ore, cement and agricultural products.
China’s industrialisation, emerging middle class and urbanisation
will, in the long term, be the main drivers for steel. Growth in
maritime containers is closely linked to recovery in global and
domestic demand for manufactured goods. Growth in liquid
fuels is directly associated with the pace of domestic
economic activity.
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TR ANSNET TO SHIFT
FREIGHT FROM ROAD TO
R AIL BY INCREASING R AIL
VOLUMES TO

360,3MT
BY 2020.

The marked decline in economic activity both domestically and
internationally has negatively impacted the achievement of
Transnet’s initial MDS volume targets and these conditions seem
likely to continue in the next financial year. However, macroeconomic indicators and business sentiment going forward are
cautiously positive, global recovery is expected and South Africa’s
membership of BRICS (Brazil, Russia, India, China and South
Africa) should begin to open new trade and investment options.
While there is no doubt that conditions will be difficult over the
short term, Transnet is in a strong position to weather the storms
and is poised to harness the benefit from the potential upswing in
the economy. The gains realised in the last few years have
transformed the Company into a more agile and resilient business.
Accordingly, the Board reviewed the Company’s strategic course
in 2013 and has concluded to continue with the MDS, on the back
of a strong financial position and sound governance enabling it to
adopt a ‘counter-cyclical’ investment strategy of R307,5 billion
over the next seven years revised from R300,1 billion in 2012. The
Board is confident that Transnet’s ability to sustain its MDS path,
which is aligned to macro-economic variables and prevailing
conditions, will enable the Company to take advantage of an
economic upturn and yield economic, social and environmental
dividends for South Africa in the years to come.
Based on the strength of its current financial position and its
unique role as a catalyst to enable economic growth, Transnet
has a higher risk appetite than many corporates which are
curtailing spending or deferring spending on major capital
projects to shield their financial position in the face of economic
uncertainty.
The successful execution of the MDS will result in an increase in
rail, port and pipeline capacity ahead of market demand. There
is a strong focus within Transnet to shift freight from road to rail
by increasing rail volumes to 360,3mt by 2020, reducing the cost
of doing business and supporting important social and
environmental objectives.

&MFWBUFEWJFXPGOFXUBOEFNMJGUTIJQUPTIPSFDSBOFTJO%$5BUUIF1PSUPG%VSCBO
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During the current year the following challenges were encountered:

$IBMMFOHFT
GDP slowed to 2,5% directly affecting all freight and commodity volumes,
negatively impacting the achievement of revenue targets.
Lower than estimated tariffs allowed by regulators for ports and pipelines.
Customer constraints and labour strikes negatively impacted mining output.
Locomotive efficiency (measured through average gross ton kilometre per
locomotive per month) and wagon efficiency (measured by wagon turnaround
time) for GFB, were below targeted levels.
Above CPI increases for electricity, labour and fuel.
The downgrading of South Africa’s sovereign credit rating resulting in an
increase in the cost of debt.
DCT Pier 1 negatively impacted by unauthorised labour action, resulting in a
decrease to 23 GCH.
Skills constraints in engineering, project management and technical.
Nine employee fatalities (five in vehicles accidents, three to violent criminal
acts, and one from a health condition). 125 public fatalities on railway lines.
Safety remains a priority in all operations at all times. While standards have
improved, they still fall short of aspiration.
Policy and regulatory uncertainty persists in respect of regulated tariffs, the
Ports Act, rail reform and coastal management legislation.
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To address the challenges experienced over the last year the emphasis in the year
ahead will remain on the following:
q 1SPBDUJWFDBQJUBMJOWFTUNFOUUPTVQQPSUUIFHSPXUI
q "DDFMFSBUFEWPMVNFHSPXUI
q 4JHOJGJDBOUQSPEVDUJWJUZBOEPQFSBUJPOBMFGGJDJFODZJNQSPWFNFOUT
q $POUJOVFEGJOBODJBMTUBCJMJUZ
q 1PMJDZFOHBHFNFOUUPQSPWJEFSFHVMBUPSZDFSUBJOUZ
q )VNBODBQJUBMEFWFMPQNFOUBOEKPCDSFBUJPOBOE
q &OIBODFEFDPOPNJD TPDJBMBOEFOWJSPONFOUBMWBMVFDSFBUJPO
An overview of the MDS key focus areas for the period 2014-2020 is contained in
Appendix A.
The Company has developed a comprehensive implementation plan to ensure successful
delivery of the MDS. Specific initiatives include:
q "O&YFDVUJPO4VQQPSU0GGJDF, headed up by a Group Executive Committee member,
to support the achievement of volume and revenue targets, mitigate cash flow at
risk, drive priorities on operational efficiencies, and support capability building.
The focus is on:
– Strengthening MDS governance through cross-functional transparency and
DPOUJOVPVTQSJPSJUJTBUJPOPGDSJUJDBMJOJUJBUJWFT
 r 4
 VQQPSUJOH0QFSBUJOHEJWJTJPOTBOE$PSQPSBUF$FOUSFQSPDFTTPXOFSTBOE
– Building high quality execution capabilities, including effective early warning,
risk mitigation and decision-making.
q "$BQJUBM&YDFMMFODF1SPHSBNNF to enhance capabilities for delivery to plan and
manage costs and schedules. The focus is on:
– 1PSUGPMJPPQUJNJTBUJPO. Building capabilities and implementing methodologies to
more effectively optimise the capital project portfolio and capital allocation
process, based on proven, quantitative methods. This will ensure a focus on the
capital projects that deliver on MDS objectives.
– 0SHBOJTBUJPOBMEFTJHOBOEHPWFSOBODF. Revised integrated capital controls and
assurance framework in terms of the Project lifecycle process. Derisking
5SBOTOFUnT DBQJUBM QSPKFDU EFMJWFSZ CZ CVJMEJOH DBQBCJMJUJFT BOE NFUIPEPMPHJFT
SPCVTU CVTJOFTT DBTFT PQUJNJTBUJPO GPS FDPOPNJD  TPDJBM BOE FOWJSPONFOUBM
PVUDPNFTBOEJNQSPWFEFYFDVUJPOSFBEJOFTT5IJTBQQSPBDIJTUPTZTUFNBUJDBMMZ
scale limited resources to cover a broader range of projects through increased
efficiency, cross-functional teams and improved collaboration and sharing
across projects.
– 1SPDVSFNFOU BDDFMFSBUJPO. Streamlining capital procurement processes with
specific focus on items that are critical for large projects to ensure that capital
procurement is not a bottleneck to project delivery. This includes demand
management processes and contract management capabilities while
simultaneously filling vacant procurement administration positions to avoid
delays to critical path initiatives.
– 1MBUJOVN TUBOEBSE PSHBOJTBUJPO. Building long-term capability for sustained
levels of capital investment beyond the MDS, creating required positions,
improved gate review processes, and securing the right capability mix for
project lifecycle management.
q "
  TUSBUFHJD NBSLFUJOH QMBO UP DBQUVSF NBSLFU TIBSF BOE FOIBODF SFWFOVF
EJWFSTJGJDBUJPO
Expand freight services in intermodal, fast-moving consumer goods, transshipment
containers and gas. In addition, Transnet is investigating and targeting rail and port
opportunities in other countries.
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q )VNBODBQJUBMEFWFMPQNFOU
A comprehensive Workforce Plan focusing on:
– Maintaining sufficient depth in the pipeline, to ensure that
the right talent is available in critical areas of the business
BUUIFSFRVJSFEUJNF
 r 5SBJOJOHBOEEFWFMPQNFOUUPTVQQPSUDBQJUBMFYFDVUJPO
– Improving productivity and efficiencies and developing
effective performance and reward strategies for all levels
PGTUBGG
– Change management initiatives to facilitate delivery on
UBSHFUT
– Headcount growth based on a detailed analysis of business
OFFET TLJMMTQSPGJMFBOEPSHBOJTBUJPOBMSFRVJSFNFOUTBOE
– Efficient organisational development, training and
recruitment.
q 1SJWBUFTFDUPSQBSUJDJQBUJPO
To meet the country’s freight transport needs and share risk
with Transnet, it is essential to lower the barriers to entry for
the private sector to participate in logistics supply chain
infrastructure investments and operations. Transnet is
investigating a number of opportunities to achieve this.
q %JWFSTJGZJOHGVOEJOHTPVSDFT
Transnet continues to explore new funding solutions,
investors and markets, including:
– Issuing bonds in other markets either as public or private
placements – such as the Yen, US Dollar, Euro, Australian
%PMMBS 4XJTT'SBOD 4VLVLNBSLFUT
– Issuing a Global ZAR Bond in the international debt capital
NBSLFUT
 r 1SPKFDUCPOETBOEQSPKFDUGJOBODF
– Extending the duration of existing domestic bonds, as well
as the issuance of new types of bonds to build the yield
DVSWF
 r &YQBOE%'*BOE&$"GJOBODJOHBOE
– Managing liquidity risk by:
q *ODSFBTJOHUIFHVBSBOUFFECPSSPXJOHGBDJMJUJFTBWBJMBCMF
within 24 hours.
q .BOBHJOHDVSSFOUBOEQSPKFDUFEDBTIGMPXT
q .BJOUBJOJOHBOBEFRVBUFMFWFMPGDBTIIPMEJOHTGPSEBJMZ
and future cash requirements.
q "DUJWFSBUJOHTNBOBHFNFOU
– Maintain Transnet standalone credit profile – gearing cash
JOUFSFTUDPWFSSBUJPBOEMJRVJEJUZSBUJPUBSHFUTBOE
– Assess and mitigate any impact of a downgrade on existing
loan agreements.
q &OFSHZTFDVSJUZBOEDBSCPONJUJHBUJPO
A plan is in preparation for Transnet’s short- and long-term
energy security and proactive carbon mitigation initiatives.

THE COMPANY HAS
DEVELOPED A
COMPREHENSIVE
IMPLEMENTATION PLAN
TO ENSURE SUCCESFUL
DELIVERY OF THE MDS.
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Performance review
The Performance Review of the IR 2013 is divided
into two parts: Group performance and Operating
divisions’ performance.

Group performance







<_dWdY_Wbf[h\ehcWdY[$
<_dWdY_Wbfei_j_ed$
9Wf_jWb_dl[ijc[dj$
>kcWdYWf_jWb$
;Yedec_Yh[]kbWj_ed$
;Yedec_Y"ieY_WbWdZ
environmental impact.

Group performance
Financial performance
Revenues and profitability

Operating divisions’
performance
 JhWdid[j<h[_]^jHW_b$
 JhWdid[j;d]_d[[h_d]$
 JhWdid[jDWj_edWbFehji
Authority.
 JhWdid[jFehjJ[hc_dWbi$
 JhWdid[jF_f[b_d[i$

2011

2012

2013

Actual

224,8

182,1

2010

207,7

178,6

2009

201,0

177,1

Total Freight Rail volumes (mt)

Target
2013

2011

2012

2013

Actual

36

4 821

4 403

2010

4 352

3 629

2009

4 081

3 800

Containers through ports (‘000 TEUs)

Target
2013

Revenue for the year increased by 9,4% to R50,2 billion
(2012: R45,9 billion), mainly as a result of a 3,3% increase in
total volumes railed to 207,7mt (2012: 201,0mt), which is
higher than the GDP growth rate of 2,5%. The poor economic
conditions affected volumes handled by the ports with
container volumes increasing by a marginal 1,2%, whilst
petroleum volumes declined mainly as a result of supply
constraints at a major refinery. Despite these challenges, and
in the context of the global macro-economic environment,
Transnet achieved 91,8% of the ambitious MDS volume
targets for the year.
Price increases will continue to be driven by aggressive
investment in infrastructure, enabling the Company to earn a
fair return on invested capital so that long-term infrastructure
investments can be made in a sustainable manner. Transnet
Pipelines’ tariffs increased in line with the Record of Decision
received from the National Energy Regulator of South Africa
(NERSA). Further, Transnet National Ports Authority’s tariffs
(determined by the Ports Regulator of South Africa) were
impacted by the R1,0 billion discount programme
implemented by the Company to promote beneficiated
export container cargo and to support South African
automotive sectors.
Numerous cost-reduction initiatives were implemented by
the Company during the year in response to the uncertain
economic environment. This response resulted in cost
savings of R2,2 billion, mainly through procurement and lean
six sigma activities, a moratorium on the filling of noncritical vacancies and a reduction in discretionary spend,
which offset increases in input costs. Operating costs
increased by 7,9% to R29,1 billion (2012: R27,0 billion) mainly
due to an increase in material costs of 12,4%, an increase in
personnel costs of 3,2% as well as increased energy costs of
23,0%. Material costs increased due to higher steel prices as
well as due to the increased levels of maintenance incurred to
support the growth in rail volumes. Personnel costs increased
to R14,5 billion (2012: R14,1 billion) due to an 8,4% average
wage increase during the year, as well as an increase in
headcount and training costs related to the MDS execution,
offset by a decrease in performance related incentive
payments. Energy costs increased due to higher electricity
tariffs as well as fuel price increases.
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Depreciation, derecognition and amortisation of assets for the
year increased by 11,0% to R9,3 billion (2012: R8,4 billion), as a
result of the significant ramp-up in capital investments over the
last seven years, as well as the depreciation of revalued port
facilities and pipelines. This trend is expected to continue in line
with the execution of the capital investment programme.

2009

2010

2011

2012

Actual

2013

22,5

21,1

18,9

15,8

14,4

EBITDA (R billion)

13,2

Consequently, earnings before interest, taxation, depreciation,
derecognition and amortisation (EBITDA) increased by a credible
11,5% to R21,1 billion (2012: R18,9 billion), resulting in an
EBITDA margin of 41,9%. This represents real growth in EBITDA
as it exceeds inflation and is almost five times domestic GDP
growth.

Target
2013

Profit from operations after depreciation and amortisation
increased by 11,8% to R11,8 billion (2012: R10,5 billion).
Impairment of assets, amounting to R588 million (2012:
R342 million), increased compared to the prior year due to an
increase in impairments of trade and other receivables.
Post-retirement benefit obligations are actuarially assessed on
a quarterly basis in accordance with IAS 19: &NQMPZFF#FOFGJUT,
and adjusted accordingly. Consequently a net interest income on
pension assets of R28 million (2012: R31 million) was recognised
during the year.
The fair value adjustment results mainly from the investment
property fair value gain of R274 million, recognised in terms of
IAS 40: *OWFTUNFOU 1SPQFSUZ. This gain was slightly offset by
losses of R52 million in ‘mark to market’ of derivative financial
instruments for the year. More specifically, these losses arose
from the ‘mark to market’ of foreign exchange hedges that
Transnet executed to eliminate foreign currency risk and those
hedges which have not been ‘hedge accounted’ in terms of
IAS 39: Financial Instruments: 3FDPHOJUJPOBOE.FBTVSFNFOU

PROFIT FROM OPER ATIONS
BEFORE NET FINANCE COSTS

INCREASED
BY 14,5%.

Accordingly, profit from operations before net finance costs
increased by 14,5% to R11,5 billion (2012: R10,0 billion).
Finance costs increased by 30,3% to R5,5 billion (2012:
R4,3 billion) in line with expectations, due to increased
borrowings to fund the capital investment programme.
Capitalised borrowing costs amounted to R1,1 billion (2012:
R1,6 billion), a decrease of 36,0% compared to the prior year,
due to the lower costs capitalised to the New Multi-Product
Pipeline (NMPP) assets.
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R8,2 BILLION
WAS R AISED FROM THE
SECOND GLOBAL MEDIUMTERM NOTE ISSUANCE IN
THE CURRENT YEAR.

The taxation charge for the year amounted to R2,0 billion (2012:
R2,1 billion), comprising a current taxation charge of R39 million
(2012: R189 million) and a deferred taxation charge of R1,9 billion
(2012: R1,9 billion). The marginal increase in the deferred
taxation charge arose mainly due to an increase in claimed wear
and tear allowances and maintenance expenditure. The effective
taxation rate for the Group at 31,3% (2012: 34,0%) is higher
than the corporate taxation rate, primarily due to depreciation
on assets not qualifying for taxation allowances.
Profit for the year amounted to R4,3 billion (2012: R4,1 billion),
an increase of 5,4% compared to the prior year.

Financial position

11,2
2009

2010

23,5

22,6

16,2

14,2

20,6

Cash generated from operations (R billion)

2011

2012

2013

Actual

Target
2013

H[lWbkWj_ede\fhef[hjo"fbWdjWdZ[gk_fc[dj
The Group assesses the revaluation of its pipeline networks and
port infrastructure in line with its accounting policy, which
requires an independent valuation every three years as well as
index valuations in the intervening periods. During the year, an
index valuation was performed on pipeline networks and port
facilities.
Consequently, the carrying value of port facilities required a
revaluation adjustment of R1,3 billion in accordance with IAS 16:
Property, Plant and Equipment (2012: R2,7 billion).
In addition, a revaluation of the carrying value of the pipeline
network of R423 million was also recognised (2012: R166 million).

Deferred taxation
3,6

3,7

4,2

3,9

4,1

3,7

Cash interest cover (times)

The deferred taxation liability increased to R20,5 billion (2012:
R18,1 billion), as a result of the current year’s charge of
R1,9 billion, together with the deferred taxation impact on the
revaluation of property, plant and equipment amounting to
R474 million (2012: R868 million), which has been recorded
directly in equity.

2011

2012

2013

Target
2013

46,3

2010

44,6

Cash flows
2009

Actual

2009

2010

2011

41,9

41,1

39,8

37,7

Gearing (%)

2012

Actual
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2013

Target
2013

Cash generated from operations amounted to R22,6 billion
(2012: R20,6 billion), an increase of 9,6% from the prior year,
evidencing the ability of the Group to generate strong sustainable
cash flows. Working capital was negatively impacted by slower
collections relating to the PRASA debtor as well as an increase
in inventory at Transnet Engineering following lower than
anticipated locomotive, coach and wagon external sales.
Accordingly, cash generated from operations after working
capital changes decreased marginally by 0,3% to R22,6 billion
(2012: R22,7 billion).
The Government-approved security of supply petroleum levy for
the NMPP of 7,5 cents per litre for the NMPP to ensure the longterm security of supply of petroleum products to the inland
market – also contributed to cash generated from operations by
R1,3 billion. This levy has ceased as of 31 March 2013.
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Borrowings
Transnet successfully raised the funding required for its capital investment programme for the year,
notwithstanding the rating downgrade from Standard and Poor’s in line with the downgrade of the sovereign
of the Republic of South Africa. However, both rating agencies confirm Transnet’s strong stand-alone credit
profile, with Moody’s holding Transnet’s rating a notch above the sovereign. The funding required for the year
was estimated at R14,1 billion. Transnet has raised R14,6 billion (excluding R3,5 billion from the African
Development Bank and R1,7 billion short-term financing, which was included in the 2012 financial year
funding requirement), which comprises the following funding initiatives:
q 3 CJMMJPOGSPNUIFTFDPOE(MPCBM.FEJVN5FSN/PUF (.5/ JTTVBODF
q 3 CJMMJPOGSPNUIF"GSJDBO%FWFMPQNFOU#BOL
q 3 CJMMJPOPGEPNFTUJDCPOET
q 3 CJMMJPOGSPN&YQPSU$SFEJU"HFODJFT
q 3 CJMMJPOPGDPNNFSDJBMQBQFSJTTVBODFBOE
q 3 CJMMJPOGSPN%FWFMPQNFOU'JOBODF*OTUJUVUJPOT
A highlight of the year was the second GMTN bond issuance to US and non-US investors. This issuance was
the largest order book ever achieved by a South African corporate issue, resulting in the lowest ever 10-year
US$ bond coupon of 4,0% by a South African issuer. This implied a zero new issuer premium.
The gearing ratio deteriorated marginally to 44,6%. This level is well below the Group’s target range of 50%,
reflecting the significant capacity available to fund future capital expenditure. The gearing ratio is not
expected to exceed the target ratio in the medium term.
Transnet repaid borrowings amounting to R7,9 billion, which related predominantly to domestic loans,
commercial paper and foreign loans that matured during the year.
Funding requirements for the next financial year amount to R15,6 billion and will be raised through a number
of sources including the domestic debt capital market (bonds and commercial paper), Global Medium Term
Note programme, Export Credit Agencies, Development Finance Institutions and other financial institutions.
Further, the Company has R5,0 billion committed facilities available on demand and a R1,7 billion facility with
the African Development Bank.

Derivative financial assets and liabilities
The Group holds derivative financial instruments to hedge financial risks associated with its capital
investment and borrowing programmes. The ‘mark to market’ of these derivative financial instruments
resulted in a net derivative financial asset of R3,8 billion (2012: R358 million). The recent volatility of foreign
exchange rates gave rise to this net asset position. Cross-currency interest rate swaps and forward exchange
contracts were executed to eliminate foreign currency and interest rate risk on borrowings. These hedges
have been hedge accounted for in terms of IAS 39:'JOBODJBM*OTUSVNFOUT3FDPHOJUJPOBOE.FBTVSFNFOU

Pension and post-retirement benefit obligations
The Group provides various post-retirement benefits to its active and retired employees, including pension,
post-retirement medical and other benefits. The two defined benefit funds, namely the Transnet sub-fund of
the Transport Pension Fund (TTPF) and the Transnet Second Defined Benefit Fund (TSDBF), are fully funded
with actuarial surpluses of R1,7 billion (March 2012: R1,7 billion) and R2,3 billion (March 2012: R2,9 billion)
respectively. Transnet has not recognised any portion of the surplus on these funds, as the fund rules at
present do not allow for the distribution of a surplus to the Group.
The Board of Trustees of the TTPF and TSDBF approved the payment of ad hoc bonuses to their beneficiaries
amounting to R17 million and R161 million respectively, and paid these amounts in November 2012. The
Board of Trustees of the TSDBF has also approved the payment of a further ad hoc bonus to its beneficiaries
amounting to R160 million, and paid this amount in April 2013. In addition, the Board of Trustees of the TTPF
approved the payment of a further ad hoc bonus to its beneficiaries amounting to R16,3 million, which was
paid in June 2013. These payments continue to supplement the current statutory increase of the beneficiaries
of the TTPF and TSDBF to provide pensioners with increases above inflation.
39

1FSGPSNBODFSFWJFX

The cash interest cover ratio remains strong at 3,7 times (2012: 4,2 times) and the decrease from the prior
year is in line with expectations. Furthermore, the cash interest cover is above the target of 3,6 times despite
an increase in net finance costs, resulting from increased borrowings to fund the capital investment
programme. It is expected that the cash interest cover ratio will not fall below the target.

PERFORMANCE REVIEW (continued)

Proportional capital investment spend
between Operating divisions (R billion)

2009

2010

2011

2012

2013 Target
2013

Actual
2009
2010
2011
2012
2013
2013
Actual Actual Actual Actual Actual Target
8,6

9,7

12,5

14,8

18,3

19,5

0,6

0,4

0,5

0,7

1,3

0,9

4,2

3,2

2

1,7

1,7

2,4

3,1

2,4

0,7

1,5

2,2

2,6

2,8

3,1

6,1

4,5

2,8

4,2

0,1

(0,4)

(0,3)

(0,9)

1,2

1,6

The total value of ad hoc bonuses paid by the TTPF and TSDBF
to their beneficiariesamounts to R105,3 million and
R1,765 billion respectively, and has resulted in the beneficiaries
of the TSDBF receiving increases of at least 70% of inflation
since 2007, while the beneficiaries of the TTPF have received
total payments equivalent to the TSDBF payments on a
proportionate basis since 2011.
Transnet has again made an ex gratia payment to its most
disadvantaged pensioners of both the TTPF and TSDBF,
amounting to R143 million during October 2012. The payment
has been made in particular to those pensioners with very low
pensions despite long service. This brings the total amount of ex
gratia payments made by Transnet to beneficiaries of the
defined benefit funds to R378 million.
In addition, Transnet has again made provision for an ex gratia
payment to its most disadvantaged pensioners of both the TTPF
and TSDBF of R70 million.
The post-retirement medical benefit obligation is approximately
R1,4 billion (March 2012: R1,5 billion) as at 31 March 2013.

Transnet Freight Rail
Transnet Engineering

Contingencies and commitments

Transnet National Ports Authority

There were no material movements in contingencies and
commitments since 31 March 2012.

Transnet Port Terminals
Transnet Pipelines

Guarantees

Other*

The sole Shareholder in Transnet SOC Ltd, namely the South
African Government, has guaranteed certain borrowings of the
Company amounting to R3,5 billion (2012: R3,5 billion)
representing 4,8% of total borrowings of R73,1 billion.

* Includes Group eliminations.

2011

2012

Actual

2013

31,2

27,5

22,3

2010

21,5

2009

18,4

19,4

Historical capital investment (R billion)

Target
2013

Capital investment
The Group’s capital investment for the year ended 31 March 2013
amounted to R27,5 billion (excluding capitalised borrowing
costs), a 23,4% increase from the prior year’s investment of
R22,3 billion. R11,3 billion was invested in the expansion of
current infrastructure and equipment, while R16,2 billion was
invested in maintaining existing capacity. The Group has achieved
88,1% of the R31,2 billion capital expenditure budget for
the year.

Progress on major projects
*SPOPSFMJOFFYQBOTJPOVQUP NU
The iron ore line is the main export channel for iron ore from the
mines in the Northern Cape to the Port of Saldanha. Rail capacity
will increase to 60,0mt and port capacity to 58,0mt over the
quay wall, resulting in targeted export iron ore volumes
increasing to 59,5mt for the 2014 year. The execution of the
MDS will result in port capacity eventually increasing to 82,5mt
by the 2020 financial year.
All baseline scope required to increase port capacity to 60,0mt
has effectively been completed with only ancillary works
underway. Recently completed work includes the demolition of
the old sampling building at the Port of Saldanha, the completion
of a rail triangle to enable the more efficient handling of trains
at Salkor Yard and the installation of electrical equipment to
reduce electrical consumption at the Port of Saldanha.
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Transnet’s investment in the iron ore expansion project and
locomotive acquisitions for the year amounted to R920 million.

$PBMMJOFFYQBOTJPOVQUP NU
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16 of the additional 32 locomotives needed to facilitate the
increase in iron ore capacity to 60,0mt have been delivered
during the year. 14 locomotives have been tested and accepted
into operations with two locomotives undergoing commissioning
and acceptance testing.

R13,0 BILLION
WAS INVESTED IN GFB AND
RELATES TO THE UPGR ADE
AND MAINTENANCE OF
INFR ASTRUCTURE AND
ROLLING STOCK.

The coal line is the main export channel for transporting coal and
starts from the mines in Mpumalanga and ends at the Port of
Richards Bay. Plans are in place to increase capacity to 81,0mt
and thereafter to 97,5mt. The total including both the expansion
and sustaining capital investment is estimated to be R31,6 billion
over the next seven years.
The Company is undertaking geotechnical investigations on
several work packages, and engineering design is underway. The
land acquisition process has commenced for substations that
need to be built on privately-owned land. Eskom is being engaged
to ensure that the upgrading of the electrical supply between
Ermelo and Richards Bay is completed in line with the project’s
schedule. The project is expected to be completed by the last
quarter of 2018.
All 110 Class 19E dual voltage locomotives have been delivered
and accepted into operations. Together with the wagon build
programme and upgraded infrastructure, the locomotives
facilitate increased throughput on the Richards Bay corridor.
A total of R1,3 billion was invested in the coal line expansion and
the acquisition of the Class 19E locomotives during the year.

(FOFSBM'SFJHIU#VTJOFTT ('#
An amount of R13,0 billion was invested in GFB and relates to the
upgrade and maintenance of infrastructure and rolling stock.
All of the 100 Class 43 new diesel electric mainline locomotives
have been delivered and accepted into operations. The project
was accelerated resulting in the delivery of locomotives two
months earlier than initially planned. The project to acquire an
additional 43 diesel locomotives for GFB is progressing ahead of
schedule. 20 locomotives have been delivered and accepted into
operations. The delivery of locomotives is expected to continue
for the next six months. To date, R1,1 billion has been invested
on the acquisition of these locomotives.
During the year, the Company concluded a contract for the
supply of 95 electric locomotives for GFB at a cost of R2,7 billion
which will further support operational performance, reliability
and overall energy efficiency of the rail service. The delivery of
locomotives is estimated to commence in February 2014. The
capital investment on the acquisition of these locomotives
amounted to R269 million for the year.
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TR ANSNET COMPLETED
BUILDING 2 235 OF THE 2 346
WAGONS APPROVED FOR THE
YEAR AT A COST OF

R1,8 BILLION.

Transnet completed building 2 481 wagons for the year at a cost
of R1,8 billion. The specifications of these wagons, which are
required to support the MDS volume growth, included automotive
wagons, flatbed wagons to rail containers and CR type wagons
for transporting mineral and mining products which include
manganese, coal for domestic consumption and chrome.
A total of R3,1 billion was invested on interventions to sustain
the company’s infrastructure. In addition, to keep the condition
of the rolling stock at an acceptable level, the company invested
R3,8 billion in the upgrade and overhauling of wagons and
locomotives.

%VSCBO$POUBJOFS5FSNJOBM %$5
The Durban Container Terminal, is one of the busiest container
facilities in the southern hemisphere. The project to re-engineer
the terminal through reconfiguration and equipment replacement
will increase terminal capacity to 2,9 million TEUs, compared to
the current capacity of 2,1 million TEUs.
A total of R44 million was invested in the DCT re-engineering
project during the year. The project is nearing completion with
only minor outstanding issues remaining. Commissioning of the
refuelling facility is in progress and the decommissioning of the
old facility is yet to commence. No lost-time injuries were
experienced and the safety record has improved to 717 000 losttime injury free hours.
All seven of the fully assembled tandem-lift ship-to-shore
cranes were delivered during the year at a cost of R502 million.
Construction of the associated infrastructure costing
R89 million for the new container cranes is nearing completion
and 174 000 lost-time injury free hours were recorded.
A total of R894 million has been invested in container handling
equipment for DCT, Maydon Wharf and the Point for the year.

Cape Town Container Terminal
The expansion of the Cape Town Container Terminal will increase
capacity to 1,4 million TEUs (Phase 2) to address the growth in
demand for containers, enabling it to become the second largest
container port in the country.
The first phase of the project is nearing completion with only
ancillary works in progress. These include the truck entrance
paving area, new cables from the Harbour Main substation to the
600 series substations, tunnel roof repairs and quayside antitrip panels remaining to be completed. The quay wall was handed
over and operationalised on 15 December 2012.
Capital invested in the Cape Town Container Terminal for the
year amounted to R228 million.

/HRVSB$POUBJOFS5FSNJOBM
The Ngqura Container Terminal paving was completed on time in
December 2012.
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The construction of the building for the Ports and the administration craft basin for
the tug boats remain the only outstanding items. Plans for the new buildings, which are
based on the Green Building concept for efficient energy management are well
developed and will be presented for approval before the detail design phase
commences.
Transnet invested R292 million to acquire equipment for the Ngqura Container
Terminal Phase 2A expansion. 30 haulers have been delivered and the remaining 18
were scheduled for delivery between April and May 2013. All 48 trailers have been
delivered as at the end of March 2013.
The total capital invested at the Ngqura Container Terminal for the year amounts to
R444 million.

/FX.VMUJ1SPEVDU1JQFMJOF /.11
The NMPP is a strategic investment to secure the supply of petroleum products to the
inland market over the long term. It is one of the largest and most complex multiproduct
pipelines in the world. An innovative engineering project in concept, design and
implementation, the pipeline component of the NMPP system of assets is buried
underground over a distance of 555 kilometres.
The 24-inch trunk-line from Durban to Jameson Park was operationalised in
January 2012 and transported over 2,7 billion litres of diesel for the year.
The construction on the Inland Terminal (TM2) and the Coastal Terminal (TM1) is in
progress with 2 363 people on site and about 395 people off site on engineering,
systems and automation, and management. TM2 reported one lost-time injury and has
exceeded 3,4 million lost-time injury free hours. Inclement weather has caused
disruption to the schedule of the coastal terminal.
R2,5 billion was invested in the NMPP during the year and R18,2 billion since the
commencement of the project in 2006. The NMPP project is expected to be completed
within the estimated total cost of R23,4 billion.

%VSCBO*OUFSOBUJPOBM"JSQPSU %*" TJUF
The DIA site acquisition from the Airports Company of South Africa SOC Ltd (ACSA)
was concluded during the year at a total cost of R1,85 billion. Final payment of
R650 million was made in September 2012 as per the sale agreement with ACSA. The
DIA site is proposed to be developed into a dig-out port to address demand requirements
in the container, liquid bulk and automotive sectors up to 2040. Various funding models
and the execution strategy for the development are currently being investigated.
The port development concept study is nearing closure and will proceed to the gatereview phase in early May 2013. Out of an initial 19 layout options evaluated in a multicriteria analysis, three layout options have been recommended for further development
in the prefeasibility stage.
The landside geotechnical investigations are progressing well and will soon move into
the beach area for drilling.

Human capital
In line with the MDS workforce plan, Transnet employed an additional 3 804 new
employees during the year (a 7,5% increase from prior year) bringing the Company’s
permanent staff complement to 54 726 (2012: 50 922). The majority of new recruits
addresses critical skills requirements. Turnover rate for the year averaged 5,1%. The
current average age of a Transnet employee is 39 years old, recording a steady
increase in younger recruits.

SR

Refer to page 44 for
further information.
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The Company spent 4,4% of its labour cost on training during the year, focusing on
artisans, engineers, and engineering technicians. 122 full-time engineering bursaries
were awarded in various disciplines, 200 high school learners were sponsored through
the rail cadet scheme, and 315 engineering technician trainees were given workplace
experience opportunities. 866 new apprentices joined the Company’s apprenticeship
scheme, and 119 new graduates-in-training were contracted. Sector-specific skills
development continued to focus on maritime, rail and port terminal operations, with 2
160 learners participating in these programmes. Currently, the Company has access to
2 042 apprentices and 433 engineering bursars in its talent pool.
As part of training resource enhancements, Transnet consolidated its School of Ports
and School of Port Terminals into the Transnet Maritime School of Excellence this year,
and in July 2012, launched the Transnet School of Security from which 815 security
officials graduated this year.
Transnet achieved and exceeded its employment equity targets across all job grades.
The employee race profile for the year was 67,1% black, 9,6% coloured, 3,8% indian,
19,5% white. Female representation now exceeds 25,0% in executive, senior,
professional and skilled technical levels. Representation of people with disabilities
remains a challenge, improving marginally to 1,4% of the total headcount (2012: 0,8 %)

Economic regulation
The tariffs for Transnet Pipelines are regulated by the National Energy Regulator of
South Africa (NERSA) and those of National Ports Authority are regulated by the Ports
Regulator of South Africa.

Pipelines
The decision by NERSA to grant Transnet an 8,53% increase in allowable revenue is
welcomed, although Transnet Pipelines applied for a 22,58% increase in revenue. The
major reason for the difference relates to the capitalisation value of assets changing
during the year. This negatively affected Transnet’s ability to qualify for an F-Factor
allowance in terms of the regulatory methodology, which had been included in the tariff
application. In essence, this amounts to a deferral of revenue into future years rather
than disallowance of revenue. The tariff increase granted by NERSA will not negatively
impact Transnet’s delivery of its Market Demand Strategy.

National Ports Authority
Transnet has noted the Ports Regulator’s decision in response to the National Ports
Authority’s tariff application for the 2014 financial year. The Ports Regulator has
granted the National Ports Authority its requested reductions in cargo dues tariffs of
full containers and automotive exports which is aligned to the National Ports
Authority’s proposed pricing strategy. All other tariffs are to remain at current levels.
Transnet is currently awaiting the Record of Decision from the Ports Regulator in order
to understand and assess the tariff determination outcome.

5BSMUPO3FGSBDUJPOBUPS1MBOU.QIP4FIMBLP "ENJO0GGJDFS 3FGSBDUJPOBUPS1MBOU BOE%PVHMBT.UIJNLIVMV
%FQPU.BOBHFSBOE5BSMUPOPQFSBUPS JOTQFDUJOHUIFOFXNFUIBOFHBTQJQFMJOF
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Freight Rail
The Department of Transport’s (DoT) Draft Green Paper on Rail Reform was issued to
various stakeholders in April 2012 for comment. Transnet, supported by the
Department of Public Enterprises, presented its position to DoT and engagements are
ongoing to ensure alignment before the Draft Green Paper is submitted to Cabinet
in 2013.
Key legislation is covered in the Report of Directors under the heading ‘Economic
regulation and economic reform’.

AFS

Refer to page 27 for

IR

Refer to page 129 for

further information.

Economic, social and environmental impact
Transnet’s economic, social and environmental impact in the year under review is
provided in the Sustainability Report 2013. The material issues are summarised here.

Gross value added
Transnet’s gross value added resulting from capital and operating expenditure in the
year amounted to R36,2 billion. 44,6% of this sum was reinvested in expansion of the
CVTJOFTT XBTQBJEJOXBHFTBOESFUJSFNFOUCFOFGJUTUPFNQMPZFFT XBT
paid to the providers of financial capital and 0,1% was paid to Government in the form
of taxation. The full value added statement is provided in Appendix B.

further information.

Broad-based black economic empowerment (B-BBEE) and supplier
development
As a State-owned Company, Transnet’s B-BBEE verification covers six of the seven
elements of the Generic Transport Public Sector Scorecard, excluding the ownership
element. The Rail Charter, Maritime Charter and Property Charter are also applied.
Transnet was rated a Level 3 B-BBEE contributor in 2013 and is on track to achieving
its Level 1 target.
Transnet’s procurement activities are an important enabler in decreasing income
inequalities and increasing the number of previously disadvantaged individuals who
manage, own and control businesses. Transnet’s total recognised B-BBEE spend – as
per the Department of Trade and Industry Codes – is R33,4 billion or 88,0% of Total
Measurable Procurement Spend of R37,9 billion as at March 2013 (2012: R25,8 billion
or 80,0% of R32,2 billion). Transnet has spent R5,54 billion (16,5% of B-BBEE spend)
on black-owned enterprises, R2,01 billion (6,0% of B-BBEE spend) on black womanowned enterprises, R3,29 billion (9,8% of B-BBEE spend) on qualifying small
enterprises and R2,2 billion (6,6% of B-BBEE spend) on exempted microenterprises
for the year.
Transnet’s Competitive Supplier Development Programme (CSDP) focuses on the
localisation of suppliers and Original Equipment Manufacturers through contractually
obligated supplier development plans. Since inception of the CSDP, total contract
value amounts to R17,1 billion, with CSDP obligations concluded with suppliers of R7,2
billion (42,0% of contract value). To date, R4,0 billion or 55,5% (2012: R3,0 billion or
55,0%) of these supplier development obligations have been met. During the year, the
new Transnet Supplier Development Plan was approved by the Minister of Public
Enterprises.
Transnet created approximately 24 689 new jobs in supplier related industries through
its procurement expenditure during the year.
Additionally, Transnet approved various Enterprise Development Initiatives for
financial and non-financial support to the value of R200 million for black-owned
enterprises, black woman-owned enterprises, qualifying small enterprises and
exempted micro-enterprises.
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Transnet’s carbon
emissions for the year

decreased by
2,0%
to 4,32mtC02e from an
adjusted 2012 baseline of
4,41mtC02e.

Since 7 December 2012, Transnet is required to comply with the
Preferential Procurement Policy Framework Act (PPPFA) and
Regulations, from which it was previously exempted. This places
statutory limits on Transnet’s ability to drive empowerment and
supplier development outcomes from its procurement activities.

Safety
Despite considerable efforts to improve safety, the Company
regrets to report nine employee fatalities in the year, compared
to seven in the previous year. Five of these resulted from motor
vehicle accidents and four from criminal acts. The Board conveys
its deepest condolences to the families, colleagues and friends
of the employees who lost their lives and reiterates its continued
commitment to the safety of employees and the public as a vital
component of the Company’s operations.
During the year a total of 125 public fatalities were reported on
Transnet property compared to 100 in the previous year. The
largest single contributor to these tragedies occurred in
Hectorspruit on 13 July 2012, when a truck carrying 48 farm
workers crossed with a goods train. Notwithstanding increased
public awareness and proactive training campaigns, level
crossing accidents accounted for 23,0% of the public fatalities,
with the balance due mainly to people trespassing onto operating
railway lines. Management is proactively seeking solutions to
reduce the number of level crossing incidents.
Safety performance is measured against the industry recognised
rolling 12-month ‘disabling injury frequency rate’ (DIFR). The
Company recorded a DIFR performance of 0,74 versus the target
of 0,80 in the 2013 financial year, and whilst this achievement is
impressive it still falls short of Transnet’s aspirations.

Corporate social investment (CSI)

SR

Refer to page 51 for

The Transnet Foundation invested R132 million (excluding
capital expenditure) in CSI across South Africa during the year,
with approximately 55,93% spent on healthcare, education,
sports development, container assistance and employee
volunteer programmes. Whilst the Transnet Foundation remains
the custodian of the Company’s CSI initiatives, the operating
divisions respond proactively to the needs of vulnerable
communities surrounding their operations.

further information.

The Company’s flagship CSI project, the Phelophepa Healthcare
Train, traverses the country throughout the year, providing
dentistry, optometry, pharmacy and various counselling to rural
communities. Owing to its success a second train, Phelophepa II,
was launched last year, effectively doubling the scale and reach
of the award-winning service to approximately 360 000
beneficiaries per annum.
The Rural and Farm Schools Sport Programme provides training
and infrastructure to help impoverished rural youth reach their
sporting potential, targeting 13 to 17 year-old leaners in the
Free State, KwaZulu-Natal, Limpopo, North West, Northern
Cape and Eastern Cape. Since its inception in 2001, more than
100 000 learners have benefited and approximately 3 000
teachers have been trained and accredited as coaches, umpires
and referees. During the year, 5 000 learners participated and
600 teachers were trained.
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Energy efficiency and carbon mitigation
Energy efficiency gains were made in the year across all operations and property portfolios following the
adoption of specific targets, technology improvements, and the introduction of focused energy management
and monitoring systems. Energy efficiency is measured against targets per Operating Division and Property
portfolios and against prior year.
Transnet’s total electricity consumption for the financial year 2013 was 3,7TWh. This is 3,4% lower than the
previous year.
Traction electricity (which is 71% of Transnet’s total electricity consumption) improved energy efficiency by
2,0% (traction volumes increased by 3,4% while electricity use increased by 1%). Traction diesel efficiency
deteriorated by 5% against prior year.
Energy constituted 18,5% of total costs (R3,0 billion on electricity and R2,5 billion on fuel), an increase of
23,0% in energy costs on the prior year. The cost increase was due to high electricity and fuel price increases.
Freight Rail was able to achieve notable electrical energy regeneration gains from the new Class 19E
locomotives deployed on the coal line and the new Class 15E locomotive deployed on the iron ore line of
14,0% and 18,0% respectively. This amounted to 151 139MWh of regenerated electricity for transmission
back to the Eskom grid where no immediate user is within the traction circuit of the train.
Transnet’s carbon emissions for the year decreased by 2,0% to 4,32mtC02e from an adjusted 2012 baseline
of 4,41mtC02e. The decreased carbon footprint can be ascribed to the Company’s energy efficiency efforts,
low GDP growth affecting volumes, and improved carbon measurement systems. Scope 2 emissions (from
purchased coal-fired electricity generation) amounted to 84,7% of Transnet’s total emissions, and Scope 1
emissions (from direct use of fuels and refrigerants) amounted to 15,03% of total emissions. Transnet is a
voluntary reporter to the Carbon Disclosure Project.
Freight Rail’s top 10 general freight commodities market share gains from road hauliers this year resulted in
a carbon emissions savings to the South African transport sector of 206 540tC02e.

Water conservation
Port Terminals’ R70 million reverse osmosis plant (which converts seawater into fresh water) at the Port of
Saldanha was brought into full operation. It provides 36 000kl of the 41 000kl of fresh water used per month
to wet down the iron ore stockpiles to reduce the effects of iron ore dust on the Saldanha environment and
community. Port Terminals also completed a detailed audit of its water use in all ports, recording 1 017 198kl
used in the year, 98 567kl of which was recycled.

Waste management
R23 million was spent on initiatives to clean up sites contaminated by asbestos from historic spills, mostly
in rail areas in the vicinity of old asbestos mines in the Northern Cape and historic illegal dumping in the
vicinity of Koedoespoort. R60,3 million was spent in the clean-up of historic asbestos spills at Kings Rest
Yard in Durban.
Hydrocarbon pollution elimination was concluded at 36 rail yard fuel depots and 541 slop tanks were fitted
to diesel locomotives. Pipeline reported a 0,003% of volumes transported spilled. However, approximately
60% of this was recovered.

Biodiversity enhancement
Transnet invested in a number of biodiversity initiatives in 2012. These include drainage systems which
protect wetland breeding sites of the Lesser Flamingos at Kamfersdam Pan and Langleg Pan in the Northern
$BQFSBJMTQFFESFTUSJDUJPOTUPMJNJUEJTUVSCBODFUPFOEBOHFSFENPOJUPSMJ[BSETPOUIF7JFSGPOUFJO0SLOFZ
SBJMXBZ MJOF QSPUFDUJPO NFBTVSFT GPS UIF #MFTQPLTQSVJU XFUMBOE JO (BVUFOH BOE FOIBODFE FEVDBUJPOBM
facilities at the protected 54ha Echwebeni Site of Conservation Significance at the Port of Richards Bay
which is supported by floating pontoons installed by Transnet to protect the mangrove swamps.
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Transnet recently launched the Orphan Youth Programme to provide school and tertiary education support
UP RVBMJGZJOH PSQIBOFE ZPVOHTUFST GSPN ,XB;VMV/BUBM  .QVNBMBOHB BOE /PSUI 8FTU BOE UIF 5FFOBHF
Health programme to provide feminine hygiene support to indigent girl leaners in Northern Cape and North
West schools.

'SFJHIU3BJM

FREIGHT RAIL

Freight Rail
BUSINESS OVERVIEW
Transnet Freight Rail (Freight Rail) is the largest of
Transnet’s Operating divisions and transports bulk
and containerised freight by rail. The network and
rail services provide strategic links between ports
and production hubs and connect with the railways
of the SADC region. Freight Rail’s strategic
advantage lies in the movement of heavy haul and
bulk commodities over long distances where flow
densities provide economies of scale thereby
lowering unit costs.
Freight Rail’s key objective is to shift rail-friendly freight
traffic from road to rail by creating capacity ahead of demand
and offering a reliable rail service. This will enable Freight
Rail to meet its mission of transporting large parcel size
commodities over longer distances in Southern Africa.

New locomotive at Koedoespoort.

The Rail network unit manages Freight Rail’s rail
infrastructure and focuses on the maintenance,
modernisation and expansion of the approximately 20 500
route kilometre (31 000 track km) rail network. Approximately
1 500 kilometres comprises heavy haul lines for export coal
and export iron ore. The network includes 3 928 kilometres
of branch lines.
Freight Rail’s operations were reorganised during the year to
improve operational efficiencies and to tailor service delivery
to specific customer segments.
The seven newly established customer-facing business
units are:
q " HSJDVMUVSFBOECVMLMJRVJETCVTJOFTT
q $PBMCVTJOFTT
q $POUBJOFSTBOEBVUPNPUJWFCVTJOFTT
q *SPOPSFBOENBOHBOFTFCVTJOFTT
q .JOFSBMNJOJOHBOEDISPNFCVTJOFTT
q 4UFFMBOEDFNFOUCVTJOFTTBOE
q *OUFSOBUJPOBMCVTJOFTT
A process is underway for the reinstatement of underutilised and closed branch lines as well as concessioning of
branch lines or clusters of branch lines to interested private
operators. Freight Rail will continue to implement plans for
the growth of commodities (typically agricultural and timber
commodities) on these lines, and where possible implement
programmes that contribute to rural economic development
and revitalisation of small towns.
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Freight Rail also provides the network for long distance passenger rail services as well as haulage capacity
for other private passenger services. The division does not operate passenger services, with the exception
of The Blue Train luxury passenger service, which is operated in support of South Africa’s strategic position
as a preferred tourism destination.
Transport volumes are directly influenced by economic and industry conditions which impact the levels of
freight offered by customers for transport. The slow economic growth in South Africa – especially since the
second half of 2012 – in conjunction with external factors such as declining commodity prices, as well as
labour unrest in the mining, road and agricultural sectors, have negatively impacted freight available for
transport and, in certain sectors, have increased competition from road. Further, rising fuel and electricity
prices have placed cost pressures on all operators in the industry.
The development of a National Rail Policy, which is likely to incorporate elements of rail reform and economic
regulation, is a lengthy and challenging process. Various stakeholders, including the Department of Public
Enterprises (DPE) and the Department of Transport (DoT) are aiming to improve the functioning of the land
transport system in South Africa.
Key strategic MDS imperatives for Freight Rail include:
q 1 VSTVJOHTUSBUFHJFTUPTIJGUUSBGGJDGSPNSPBEUPSBJMJOUIFJOUFSFTUTPGSFEVDJOHUIFDPVOUSZnTFYUFSOBMJUZ
costs (damage to roads, congestion, road safety, carbon emissions) in the quest to contribute to the
reduction of logistics costs and increasing the country’s competitiveness.
q 0QUJNJTJOHPQFSBUJPOBMQFSGPSNBODF SFMJBCJMJUZBOEPWFSBMMFOFSHZFGGJDJFODZPGUIFSBJMTFSWJDF
q $PMMBCPSBUJOHXJUIWBSJPVTTUBLFIPMEFST JODMVEJOH%1&BOE%P5UPFTUBCMJTIWJBCMFQPMJDZUPJNQSPWFUIF
railway and land transport system.
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1. Finance and funding
q 3FWFOVF GPS UIF ZFBS JODSFBTFE CZ   UP 3  CJMMJPO 5IF JODSFBTF JT NBJOMZ
attributable to a 3,3% increase in freight moved by Freight Rail, at 207,7mt for the
year (2012: 201,0mt), despite the impact of the economic slowdown and economywide negative circumstances.
q /FU PQFSBUJOH FYQFOTFT JODSFBTFE CZ   UP 3  CJMMJPO  3  CJMMJPO 
This was due mainly to an increase in personnel costs of 30,4% – attributable to an
increase in headcount due to the ramp up for MDS execution – as well as an 8,4%
average wage increase.
q &OFSHZDPTUTJODSFBTFECZ NBJOMZEVFUPB FMFDUSJDJUZUBSJGGJODSFBTF 
and an increase in fuel costs of 33,1% due to increases in crude oil prices as well as
increased volumes railed.
q 5IF ZFBSnT JODSFBTFE PQFSBUJOH FYQFOTFT SFTVMUFE JO BO &#*5%" PG 3  CJMMJPO
(2012: R10,5 billion), up 23,0% from the prior year in line with MDS expectations.
q 5IF &#*5%" NBSHJO JNQSPWFE CZ   UP       XIFSFBT UIF
operating margin improved by 3,7% to 22,4% (2012:18,7%). Improved performance
is attributable to growth in revenue of 15,0% while operating expenses increased
year-on-year by 10,0%. In view of lower than expected volumes railed during the
year, Freight Rail implemented cost-saving initiatives and reduced discretionary
costs to improve profitability margins.
q 3FUVSO PO BWFSBHF UPUBM BTTFUT JODSFBTFE UP       *NQSPWFE
performance is attributable to a 37,4% increase in operating profit flowing from the
increase in revenue, whilst the asset base increased by 15,5%.
q %FTQJUFUIFZFBSPOZFBSJODSFBTFJOSFWFOVF BTTFUUVSOPWFSEFUFSJPSBUFETMJHIUMZ
to 0,48 times (2012: 0,49 times). Below par performance is attributable to the
increase in asset base, which grew at a proportionally higher rate than the increase
in revenue, due to less than targeted volumes achieved.

(FSNJTUPO-POEJXF;VMV 8BHPO'JUUFS CVTZXPSLJOHBOFXXBHPO
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2. Optimising capital investments
q $BQJUBMJOWFTUNFOUJOSPMMJOHTUPDLBOEJOGSBTUSVDUVSFBNPVOUFEUP3NJMMJPO 
reflecting a 95,5% achievement of the re-phased target of R19 130 million (original
planned expenditure was R19 512 million). The main variances from the original
budget include the new locomotive procurement programmes and the delayed new
wagon-build programme. At half-year, these programmes – initially anticipated to
commence within the current year – were deferred and other critical projects were
accelerated to arrive at the re-phased target.
q .BSHJOBMVOEFSTQFOEXBTEVFUPBDPNCJOBUJPOPGQSPKFDUDPTUTBWJOHT BNPVOUJOH
to R200 million, materials availability and adjustment to timelines of certain
projects. Long lead times in procuring components of certain wagons resulted in
R721 million underspend in wagon acquisitions.

Export coal
q 5PUBMJOWFTUNFOUGPSFYQPSUDPBMBNPVOUFEUP3NJMMJPO
q 5IFDPBMMJOFQSPHSBNNFUPFYQBOEUPNUQBJTJOUIFGJOBMGSPOUFOEMPBEJOHTUBHFT
‘2’ and ‘3’, with some work packages already in execution.
q 5IF$MBTT&EVBMWPMUBHFMPDPNPUJWFTIBWFCFFOEFMJWFSFEBOEBDDFQUFEJOUP
operations. This addition to the rolling stock fleet is a key element of the planned
expansion of the coal line to 81mtpa.
q 5IFMPDPNPUJWFT UPHFUIFSXJUIUIFXBHPOTCVJMUEVSJOHUIFZFBS BUBDPTUPG
R779 million), and the upgraded infrastructure, are expected to contribute to the
increased throughput of export coal on the Richards Bay corridor.
q *OGSBTUSVDUVSF VQHSBEFT JODMVEFE UIF SFQMBDFNFOU PG  LJMPNFUSFT PG SBJM 
52 215 sleepers, 30 turnouts and 90 kilometres of ballast screening.

Export iron ore
q 5PUBMJOWFTUNFOUJOFYQPSUJSPOPSFBNPVOUFEUP3NJMMJPO
q 5IF JSPO PSF MJOF QSPKFDU UP FYQBOE UP NUQB JT PQFSBUJPOBM XJUI JOGSBTUSVDUVSF 
locomotives and wagons. Only minor activities are still outstanding, including the
completion of the Kolomela link line between Postmasburg and loop 18 on the iron
ore line. This constitutes the first network addition of 32 kilometres.
q 5IFJOJUJBM&MPDPNPUJWFTDPOUSBDUFEIBWFBMMCFFOBCTPSCFEJOUPPQFSBUJPOT
and the final delivery of spares is expected in June 2013. Further, 16 of the
additional 32 locomotives required to facilitate the increase in iron ore capacity to
60mt were delivered during the year. A total of 14 locomotives have been tested and
accepted into operations with two locomotives undergoing commissioning and
acceptance testing.
q 5IF3BJM3FQMBDFNFOUQSPHSBNNFIBTCFFOFYFDVUFEBTQMBOOFEXJUILJMPNFUSFT
of track replaced. This has contributed to a reduction of more than 60,0% in rail
breaks compared to the previous year.
q *OGSBTUSVDUVSF VQHSBEFT BMTP JODMVEFE UIF SFQMBDFNFOU PG   TMFFQFST BOE
67 kilometres of ballast screening.
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q 3BJM TUSFTT NBOBHFNFOU XJMM DPOUJOVF BOE BMM UIFSNJUF XFMET XJMM CF YSBZFE GPS
defects. Thermite welds older than eight years will be removed and replaced as a
precautionary measure.

General Freight
q *O BDDPSEBODF XJUI UIF .%4 BOE UIF BJN PG TIJGUJOH USBGGJD GSPN SPBE UP SBJM 
significant capital has been invested in assets to support General Freight traffic
growth:
q 5PUBMJOWFTUNFOUBNPVOUFEUP3 CJMMJPO
q "MMPGUIF$MBTTOFXEJFTFMFMFDUSJDNBJOMJOFMPDPNPUJWFTIBWFCFFOEFMJWFSFE
and accepted into operations. The project was accelerated, resulting in the delivery
of locomotives two months earlier than planned. The programme to acquire an
additional 43 diesel locomotives is progressing ahead of schedule, with
20 locomotives having been delivered and accepted into operations. To date, an
amount of R3,2 billion has been invested in the acquisition of the Class 43
locomotives.
q 'SFJHIU 3BJM DPODMVEFE B DPOUSBDU GPS UIF TVQQMZ PG  FMFDUSJD MPDPNPUJWFT GPS
General Freight at a cost of R2,7 billion, which will further support operational
performance, reliability and overall energy efficiency of the rail service. The
delivery of locomotives is estimated to commence in February 2014. The capital
investment for the acquisition of these locomotives amounted to R269 million for
the year.
q 5IFBDRVJTJUJPOPGXBHPOTUPTVQQPSU.%4WPMVNFHSPXUIQSPKFDUJPOTXBTBQQSPWFE
at a total cost of R2,1 billion and required the building of 2 481 wagons during the
year. Wagon types built included automotive wagons, flatbed wagons to rail
containers, and CR type wagons for transporting mineral and mining products such
as manganese, chrome and coal for domestic consumption.
q " UPUBM PG 3  CJMMJPO XBT JOWFTUFE JO JOUFSWFOUJPOT UP TVTUBJO UIF $PNQBOZnT
infrastructure. Upgrades to the General Freight network included the replacement
of 284 kilometres of rail and 403 kilometres of ballast screening. In addition,
383 661 sleepers and 167 turnouts were replaced. To maintain the condition of
existing rolling stock at acceptable levels, R3,7 billion was invested in the upgrade
and overhauling of wagons and locomotives.
q "EEJUJPOBM JOWFTUNFOU JO SPMMJOH TUPDL XBT BMMPDBUFE UP UIF QPSU PG 1PSU &MJ[BCFUI
and numerous infrastructure projects have been completed to enable the growth of
export manganese through this port.
q 5IF:BSE4BGFUZ"VUPNBUJPOQSPKFDUTBU#BZIFBE &SNFMPBOE#FBDPOTGJFMEZBSET
have been completed with a view to using technology to reduce human error and
improve efficiency, setting the scene for further rollout of this technology in
14 other yards.
q 5
 IF 0SLOFZ7JFSGPOUFJO CSBODI MJOF  MJOLJOH UIF /PSUI 8FTU BOE UIF 'SFF 4UBUF 
was reinstated.
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3. Market growth and penetration
q 'SFJHIU3BJMBDIJFWFEBIJTUPSJDBMSFDPSEJOUIFUSBOTQPSUBUJPOPG NUPGGSFJHIU
in 2013, despite the impact of the economic slowdown, strikes in the mining
industry and customer related issues.
q 0WFSBMM GSFJHIU UPOOBHF HSPXUI PG   JT JO FYDFTT PG (%1 HSPXUI PG    BOE
reflective of the country’s initial expected growth rate. This higher growth in
freight volumes evidences the success of the Freight Rail ‘market growth’ and ‘roadto-rail’ strategies.
q 5PJNQSPWFDVTUPNFSTBUJTGBDUJPOBOEGVSUIFSTVQQPSUUIFWPMVNFHSPXUITUSBUFHZ 
the division modified its organisational model by establishing six customer-facing
business units. The business units align with customer requirements and promote
operational efficiency while continuing to roll out Freight Rail’s scheduled railway
operating philosophy.
q (SPXUIJOUSBOTQPSUBUJPOPGLFZDPNNPEJUJFTBJNFEBUTIJGUJOHUSBGGJDGSPNSPBEUP
rail included increases of fast moving consumer goods 12,0%, intermodal 11,0%,
chemicals 11,0%, and chrome/ferrochrome 10.0%.
q 5IF#MVF5SBJOFYQFSJFODFEB HSPXUIJOUIFOVNCFSPGHVFTUTBOEXBTBHBJO
awarded Africa’s Leading Luxury Train by the World Travel Awards.

Coal business
q 7PMVNFT JODSFBTFE CZ   UP  NU   NU  NBJOMZ EVF UP QMBOOFE
improvements in operational efficiencies following the deployment of new 19E
locomotives and executing scheduled infrastructure maintenance.
q (SPXUI XBT MJNJUFE UP B NPEFTU    EVF UP B EFDMJOF JO UIF DPBM QSJDF BOE QPPS
economic conditions. A depressed coal export pricing economy led to customers in
the spot market holding back exports, leading to subdued growth in the second half
of the year.
q 5POOBHFTPGDPBMSBJMFEGPS&TLPNXFSFOFHBUJWFMZJNQBDUFECZMPBEJOHFRVJQNFOU
breakdown and the unavailability of certified coal for rail loading from mines.
Despite these challenges, Eskom’s railed coal volumes increased by 20,0%.

Iron ore and manganese business
q 5IFCVTJOFTTUSBOTQPSUFE NU B JODSFBTFDPNQBSFEUPUIFQSFWJPVTZFBS
(2012: 59,9mt).
q (SPXUI JT BUUSJCVUBCMF UP IJHIFS UIBO FYQFDUFE EFNBOE GPS NBOHBOFTF FYQPSUT 
which exceeded budget by 16,0% and surpassed the previous year’s flows by 14,0%.
q *NQSPWFNFOUT JO PQFSBUJPOBM FGGJDJFODZ JODSFBTFE UIF OVNCFS PG USBJOT PO
manganese export flows through the port of Durban.
q 5IF DPNQMFUJPO PG JOGSBTUSVDUVSF QSPKFDUT DPOUSJCVUFE UP B MFTT DPOTUSBJOFE
Kimberley-De Aar section, which positively impacted trains on flows of manganese
exports through the port of Port Elizabeth.
q 5IF QFSGPSNBODF PG JSPO PSF FYQPSUT XFSF MPXFS UIBO QSPKFDUFE EVF NBJOMZ UP
depressed commodity prices, industrial action and a ‘section 54’ mine shutdown
experienced by a key mining entity, resulting in a loss of approximately 2,5mt.
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q 1PTUDPNNJTTJPOJOHUFFUIJOHQSPCMFNTXFSFFYQFSJFODFEJOTPNFPGUIFOFXNJOFT
served by this business unit. This further contributed to lower than planned volumes
being made available for transport.
q 5IFPQFSBUJPOBMQIJMPTPQIZ o$PODFQUprBMMTZTUFNTJOQMBDFGPSUIFDSFBUJPOPG
slots to run 42 trains per week – was successfully implemented.
q /PUXJUITUBOEJOHFYUFSOBMBOEPQFSBUJPOBMDIBMMFOHFT UIFFYQPSUJSPOPSFDIBOOFM
increased volume throughput by 6,9% to 55,9mt (2012: 52,3mt), although 6,1%
below the target of 59,5mt.

Containers and automotive business
q 5IF CVTJOFTT QPTUFE BO JNQSFTTJWF JODSFBTF PG   UP  NU   NU 
evidencing market share growth and affirming that the road-to-rail strategy is
gaining momentum, particularly during the last quarter of the financial year.
q (SPXUIJOUIFGPVSUIRVBSUFSXBTMBSHFMZBUUSJCVUFEUPEFNBOEJOUIFDISPNFFYQPSU
market and the entry of new customers.
q 5IF CVTJOFTT DPNNFODFE UIF -PIBUMB TFSWJDF PG USBOTQPSUJOH DPOUBJOFSJTFE
manganese, which yielded a noticeable growth in the Bloemfontein flows.
q 5IFSPMMPVUPGUIF&TLPNSPBEUPSBJMTUSBUFHZDPOUSJCVUFETJHOJGJDBOUMZUPWPMVNF
growth where solutions were implemented to transport containerised coal to
certain power stations.
q 5IFCVTJOFTTDFMFCSBUFEUIFTVDDFTTGVMJNQMFNFOUBUJPOPGUIFGJSTUGVMMZJOUFHSBUFE
port rail container terminal system solution, Navis, at City Deep.
q "SFDPSEIJHIPG5&6TPOSBJMXBTBDIJFWFEBOE HSPXUIXBTSFQPSUFE
JOUIFBVUPNPUJWFTFDUPS UPOTUPOT 5IJTHSPXUIXBT
largely due to the entry of new Original Equipment Manufacturers (OEMs) as well as
the positive outcomes of efficiency and collaborative projects.

Mineral mining and chrome business
q 7PMVNFT JODSFBTFE CZ   UP  NU   NU  5IF NBSHJOBM HSPXUI JO
volumes is mainly due to depressed chrome prices and the resultant lower production
by customers.

Sentrarand shunting yard at night.
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q ")FNBUJUFSBJMQSPKFDUXBTJNQMFNFOUFEEVSJOHUIFZFBS XJUIQSPEVDUGMPXTGSPN
Swaziland to the Port of Richards Bay.
q 5IF DMPTVSF PG DFSUBJO TNFMUFST UP CPMTUFS FMFDUSJDJUZ TVQQMZ UP PUIFS QBSUT PG UIF
grid constrained more robust growth in the Business.
q -BCPVS VOSFTU JO NJOJOH BOE USBOTQPSU TFDUPST  BOE UIF DPMMBQTF PG UIF .BQVUP
Tenga Bridge in February 2013 negatively impacted mineral mining and chrome
flows to Maputo.

Steel and cement business
q #VTJOFTTVOJUWPMVNFTEFDMJOFETMJHIUMZUP NU  NU SFGMFDUJOHB 
decrease due mainly to the slowdown in economic growth, which severely impacted
growth in the steel and construction industry.
q 5IFFDPOPNJDTMPXEPXOXBTFWJEFOUJOUIFSFEVDFEEFNBOEGPSSBJMUSBOTQPSUGSPN
key customers in the steel industry, lowering production significantly.
q *OEVTUSJBM BDUJPO BU DVTUPNFSTn QMBOUT  BMPOH XJUI QSPEVDUJPO QSPCMFNT BOE UIF
truckers’ strike (road haulage forms an integral part of the supply chain) further
exacerbated the low volume demand.
q %FTQJUF UIJT BEWFSTJUZ UIF CVTJOFTT XBT SFTJMJFOU BOE EJTQMBZFE BHJMJUZ EVSJOH UIF
year and was able to recapture rail friendly freight from road into the rail system.

7]h_Ykbjkh[WdZXkbab_gk_ZiXki_d[ii
q 7PMVNFTEFDSFBTFENBSHJOBMMZCZ UP NU  NU NBJOMZBTBSFTVMU
of the Durban-Johannesburg Pipeline (DJP) not being decommissioned as planned and
the migration of some fuel-sector customers to the 24-inch multiproduct pipeline.
q -PXFS WPMVNFT XFSF BMTP FYQFSJFODFE BT B SFTVMU PG UIF TMPX TUBSU UP UIF HSBJO
season, which peaked later than projected.
q .BSLFUTIBSFPGEFFQTFBHSBJOFYQPSUTJNQSPWFEGSPN UP  EVFUPUIF
establishment of grain hubs in Bethlehem and Kroonstad.
q "EEJUJPOBM SPBE UPOOBHFT XFSF BUUSBDUFE GPS UIF TVHBS JOEVTUSZ CZ USBOTQPSUJOH
refined sugar in addition to raw materials only.
q 5IF CVTJOFTT SFQPSUFE B SFDPSE XFFL PG   NJMMJPO MJUSFT PG USBOTQPSUFE KFU GVFM
delivered and helped ORTIA stay wet during trying times when a regular supplier
experienced difficulties.
q /FXCVMLMJRVJEWPMVNFTXFSFBUUSBDUFEPOGMPXTGSPN.PTTFM#BZUP#MPFNGPOUFJO 
traditionally conveyed by road.
q 5IF CVTJOFTT TVDDFTTGVMMZ QFOFUSBUFE UIF NBSLFU GPS CVML MJRVJE WPMVNFT GSPN
South Africa to Zambia and Zimbabwe.
q 5
 JNCFSQFSGPSNBODFJNQSPWFE XJUIBDUVBMUPOOBHFTFYDFFEJOHCVEHFUCZ BT
a result of customer collaboration and the management of flows for specific
customers in the timber industry.
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4. Improving operational efficiencies
Locomotive efficiency
q 5IF JOUSPEVDUJPO PG OFX BOE NPSF QPXFSGVM FOFSHZFGGJDJFOU & BOE &
locomotives to the export lines, as well as the cascading of designated 7E and 10E
locomotives to General Freight flows contributed to improvements in locomotive
efficiency on the heavy haul lines.
q (FOFSBM 'SFJHIU UPPL EFMJWFSZ PG UIF $MBTT  EJFTFM MPDPNPUJWFT  XIJDI BSF CFJOH
deployed to specific corridors as part of the standardisation of locomotives to
corridors. The process will yield positive results in terms of increased volumes and
efficiency gains as already evidenced by the 60,0% efficiency improvement of the
Class 43 diesel locomotives (from 5 000 000 to 8 000 000 GTK/loco/month)
deployed on the Phalaborwa-Richards Bay corridor. The cascading and commissioning
of locomotives has, however, led to an increased fleet size and a reduced level of
activity per locomotive, thereby giving the appearance of less efficient locomotive
performance.
q (FOFSBM'SFJHIUMPDPNPUJWFFGGJDJFODZUBSHFUTXFSFOPUNFUBOEMPXFSQFSGPSNBODF
was experienced compared to the previous year. This is set to improve as older
locomotives are retired from the fleet.
q 4FWFSBM JOGSBTUSVDUVSFSFMBUFE JODJEFOUT PDDVSSFE BU 0WFSWBBM 5VOOFM PO UIF DPBM
line, leading to disruptions in train services, causing poor resource utilisation.
Despite these challenges, the coal and ore lines showed improved locomotive
efficiencies, exceeding set targets for the year.

Wagon turnaround and cycle times
q 7BSJPVTQPSUPGGMPBEJOHSFMBUFEDIBMMFOHFTMFEUPQPPSWPMVNFTBOEJODSFBTFEEXFMM
and turnaround time of wagons.
q 8BHPO UVSOBSPVOE BOE DZDMF UJNFT XFSF OFHBUJWFMZ JOGMVFODFE CZ FTDBMBUJOH :BSE
Dwell times and longer-than-required loading and offloading times.
q &YQFDUFE JNQSPWFNFOUT JO XBHPO DZDMF UJNFT PO UIF FYQPSU JSPO PSF MJOF EJE OPU
materialise as unmet volume targets resulted in available wagons not being
fully utilised.
q $ZDMFUJNFTPOUIFDPBMMJOFXFSFBGGFDUFECZQPPSXFBUIFSDPOEJUJPOTDBVTJOHXBTI
aways, derailments and hook-ups.
q 5IFDPBMBOEPSFMJOFTnDZDMFUJNFTJODSFBTFEDPNQBSFEUPUIFQSFWJPVTZFBS CVUEJE
not meet set targets.
q 8BHPO UVSOBSPVOE UJNFT GPS (FOFSBM 'SFJHIU GMPXT JNQSPWFE CZ   EVF UP BO
improved business focus on assets. Initiatives such as the Lean Programme and the
development of diagnostics tools aim to improve wagon utilisation and efficiency
as well as on-time departures and arrivals.

Service delivery
q 0OUJNF QFSGPSNBODF BJNT GPS UIF CFTU CBMBODF CFUXFFO EFMJWFSJOH B SFMJBCMF
service to customers, optimising slot capacity and improving rolling stock capacity.
The en-route operation of trains is still hampered by the unreliability of equipment,
interruptions in power supply, vandalism, cable theft, and poor weather conditions.
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Despite improved volume performance for the year, increased loading and offloading
times challenged on-time departures and increased dwell times, which hampered
on-time arrivals. Customer loading and offloading challenges resulted in delayed
departures. Notwithstanding these challenges, General Freight and coal line ontime performance recorded slight improvements, although targets were not met.

Energy efficiency
q &OFSHZFGGJDJFODZJNQSPWFNFOUPG JOUSBDUJPO
q &MFDUSJDJUZSFHFOFSBUJPOGSPNOFX&BOE&MPDPNPUJWFT.XI
q &OFSHZFGGJDJFODZJNQSPWFNFOUPG JO'SFJHIU3BJMSFBMFTUBUF

Infrastructure maintenance
q 5IFBHFPGSPMMJOHTUPDLDPOUJOVFEUPCFBDIBMMFOHFJODFSUBJOQBSUTPGUIFOFUXPSL
resulting in unplanned downtime and additional maintenance expenditure.
q *ODSFBTFE JOGSBTUSVDUVSF NBJOUFOBODF XBT DBSSJFE PVU UP FOTVSF DBQBDJUZ BOE
required line closures or shutdowns. Simultaneously, operational plans were being
executed to convey greater volumes over the network, which presented planning
challenges.
q 8JUI NBJOUFOBODF TIVUEPXOT DPNQMFUFE BOE PQFSBUJPOBM JNQSPWFNFOUT
implemented, Freight Rail achieved record weekly tonnages on the Heavy Haul
Export lines of:
– Export coal: 1,76mt in week 49.
– Export iron ore: 1,31mt in week 51.

5. Regulatory
q 5IF%FQBSUNFOUPG5SBOTQPSU %P5 %SBGU(SFFO1BQFSPO3BJM1PMJDZXBTJTTVFEJO
April 2012 for stakeholder comment. A process has been underway for DPE and the
Company to provide a joint position on the Draft Green Paper for alignment with the
DTI, National Treasury and DoT.
q 'SFJHIU 3BJM FOHBHFE XJUI UIF %P5 UP QSPWJEF JOQVUT UP UIFJS EFWFMPQNFOU PG B
National Road Freight Strategy, much of which focuses on an increased role for
freight on rail and greater combined transportation solutions between road and rail.

6. Safety
q 'SFJHIU3BJMBDIJFWFEB JNQSPWFNFOUJOUIFDPTUPGSJTL5IJTSFGMFDUTB 
improvement against the target of 5,5%.
q "TJHOJGJDBOUJNQSPWFNFOUPG JO%*'3XBTBDIJFWFEDPNQBSFEUPUIFQSFWJPVT
year, reflecting a 31,0% improvement against the set target.
q 5IF OVNCFS PG TBGFUZ JODJEFOUT EFDSFBTFE CZ    GSPN  UP  JODJEFOUT
against a background of higher activity levels.
q 0GUIFJODJEFOUT POMZXFSFDBUFHPSJTFEBTm-FWFMnBOEm-FWFMn
q 0GUIFJODJEFOUT BUPUBMPG PS  PGUIFJODJEFOUTXFSFBUUSJCVUBCMFUP
private (customer and port) shunting incidents. This reflects a modest improvement
of 3,0% following initiatives led by Freight Rail to improve operations and the
network condition of private sidings.
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6. Safety
q *ODJEFOUTPG4JHOBMT1BTTFEBU%BOHFS 41"% DPOUSJCVUFEPOMZ PGUIFOVNCFS
of incidents and reflected an improvement of 13,0%, evidencing the success of
initiatives implemented to reduce incidents of this nature.
q *UJTQBSUJDVMBSMZSFHSFUUBCMFUIBUUIFOVNCFSPGMFWFMDSPTTJOHJODJEFOUTJODSFBTFE
from 83 to 87, despite numerous public campaigns.
q 'SFJHIU3BJMSFDPSEFE[FSPFNQMPZFFGBUBMJUJFTBTBSFTVMUPGUSBJOPQFSBUJPOT5IFSF
were three fatalities of on duty employees as a result of criminal activity and four
employees perished on the country’s roads.
q 3FDSVJUJOH  BEEJUJPOBM TFDVSJUZ HVBSET UP TBGFHVBSE FNQMPZFFT  BTTFUT BOE
customer consignments and prevent the theft of copper, overhead cable and goods
in transit.
q *NQMFNFOUJOHOVNFSPVTJOUFSWFOUJPOT JODMVEJOHUIF3PBE.BQ4BGFUZ1SPHSBNNF 
to improve and sustain safety performance. However, this area of the business
remains a challenge.

7. Human capital
q 1FSNBOFOU FNQMPZFF IFBEDPVOU JODSFBTFE CZ   EVF UP UIF JODPSQPSBUJPO PG
employees from Rehabilitation and Construction (R&C), In-Service and Fuel
Solutions. The approximated 1 560 In-Service and Fuel Solutions employees did not
form part of the 2013 target. The increase in employee headcount was required for
the planned ramp-up of freight volumes and the need to stabilise the business units
where resource gaps were identified, especially in management cadres.
q #MBDL FNQMPZFFT SFQSFTFOUFE   PG UIF UPUBM XPSLGPSDF BHBJOTU B UBSHFU PG
75,0%.
q 1FPQMFXJUIEJTBCJMJUJFT 1X% SFQSFTFOUFE PGUIFXPSLGPSDFBHBJOTUBUBSHFU
of 1,3%. This is an increase of 0,64% from the prior year.
q 8PNFOSFQSFTFOUFE PGUIFUPUBMXPSLGPSDF BHBJOTUBUBSHFUPG 
q &NQMPZFF UVSOPWFS IBT EFDMJOFE BOE JT MPXFS UIBO UIF 4PVUI "GSJDBO NBSLFU
benchmark of between 8,0% and 13,0%. Of total exits, retirements accounted for
40,0%, with voluntary exits accounting for 24,0%, and deaths 17,0%. Employerinitiated separations accounted for 11,0% of total exits.
q 5SBJOJOH TQFOE BNPVOUFE UP   PG QFSTPOOFM DPTUT 5IJT SFGMFDUT B  
improvement on the previous year and also exceeded the target of 2,9%.
q %FWFMPQJOHB)VNBO$BQJUBM%FWFMPQNFOU1SPHSBNNFBOEBMJHOJOHJUXJUIMFBEJOH
practices. Thus far, 70 trainers in the School of Rail were accredited as trainers,
followed by HC Executive Leadership, who are attending Extraordinary Leadership
Conversations training.
q *NQMFNFOUJOH 1IBTF  PG UIF 3BJM $PSQPSBUF 6OJWFSTJUZ JO DPPQFSBUJPO XJUI UIF
University of Johannesburg and Glasgow Caledonian University (GCU), focusing
specifically on qualifications in the rail operational environment.
q *NQMFNFOUJOHNBOBHFNFOUEFWFMPQNFOUQSPHSBNNFT JODMVEJOHUIF3BJM0QFSBUJPOT
Qualification Programme, Logistics Programme, Business Simulation and Lean
Six Sigma.
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q &OIBODJOH UIF TLJMMT QJQFMJOF CZ JNQMFNFOUJOH UIF 3BJM $BEFU 4DIFNF BOE 5FDIOP
Girl programmes.
q  BVODIJOHUIF$&5BMFOU/VSUVSJOH1SPHSBNNFXJUIIJHIQFSGPSNJOHNBOBHFNFOU
members being trained and developed.
q 1BSUJDJQBUJOHJOBQSPKFDUUPEFWFMPQB4USBUFHJD8PSLGPSDF1MBO 481 GPDVTJOHPO
critical, priority, and scarce skills, as well as efficiency improvements. The SWP
includes the projection of the required human resources to deliver the MDS
strategy. The project is at its final stage.

8. Governance, building organisational readiness and a high
performance culture
q 5IFOFXPSHBOJTBUJPOBMNPEFMFTUBCMJTIJOH#VTJOFTT6OJUTBOEUIF3BJM/FUXPSLVOJU
was successfully implemented and resulted in improved business performance.
q 'SFJHIU 3BJM DPOUJOVFE UP SFGJOF JUT DPNQMJBODF GSBNFXPSL  XIJDI DPNQSJTFT
compliance risk management, ‘regulatory universe assessments’, monitoring and
reporting of compliance exposures.
q "EEJUJPOBMJOJUJBUJWFTUPQSPNPUFBIJHIQFSGPSNBODFQSPGFTTJPOBMFUIPTJODMVEFE
– The Large Scale Transformation Journey, which aims to create awareness and
understanding for the magnitude of the strategic change required by all
employees.
– A programme to transfer change management skills across the organisation by
creating a Change Agent Network.
– The adoption of a unique leadership archetype – ‘Execution through Inspirational
Leadership’ – to support the MDS’s strategic vision. This archetype consists of
five priority practices, namely: Operational Discipline, Inspirational Leadership,
People Performance and Review, Strategic Clarity and Openness and Trust.
– The Chief Executive’s Talent Nurturing Programme aimed at employees
demonstrating consistent high performance. To date, 11 programme participants
have been promoted, with three being appointed to General Management level.
– An Employee Value Proposition (EVP) designed to encourage employees to
deliver exceptional customer service in support of the MDS strategy. The
Freight Rail EVP campaign is due to be launched in May 2013.

9. Sustainable economic, social and environmental impact
q 'SFJHIU 3BJM NBEF TUSJEFT JO FNCFEEJOH TVTUBJOBCJMJUZ JOUP PQFSBUJPOT JO 
In addition to performance noted above, these developments are reflected in the
SR 2013.
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Operating Division performance
Year ended
31 March
2013
R million

Year ended
31 March
2012
R million

%
change

Revenue



27 658

15,0

– General freight
– Export coal
– Export iron ore
– Other






15 660
7 629
3 440
929

9,4
12,9
21,5
102,5

Salient features

 

Operating expenses

(17 117)

10,0

(3 252)
(3 438)
(459)
(7 488)
(2 480)

26,7
(63,4)
119,0
30,4
6,9



10 541

23,0

 

(5 368)

9,0

Profit from operations before items
listed below
Impairments and fair value adjustments
Net finance costs


 
 

5 173
(51)
(1 569)

37,4
21,6
26,1

1SPGJUCFGPSFUBYBUJPO
Taxation


 

3 553
(1 108)

42,7
46,1



2 445

41,1

R million



61 351

15,5

%
%

 
 

38,1
18,7

2,7
3,7

%
times
R million
R million

 
 



9,2
0,49
14 792
5 715

1,6
(2,0)
23,6
20,1

number
R million


 

26 850
1,03

9,8
4,9







– Energy costs
– Maintenance
– Materials
– Personnel costs
– Other costs
1SPGJUGSPNPQFSBUJPOTCFGPSF
EFQSFDJBUJPO EFSFDPHOJUJPOBOE
BNPSUJTBUJPOBOEJUFNTMJTUFECFMPX
&#*5%"
Depreciation, derecognition and
amortisation

1SPGJUBGUFSUBYBUJPO
5PUBMBTTFUT FYDMVEJOH$8*1
Profitability measures
EBITDA margin *
Operating margin **
Return on average total assets (excluding
CWIP)***
Asset turnover (excluding CWIP)****
$BQJUBMFYQFOEJUVSF?
$BQJUBMJTFENBJOUFOBODFFYQFOEJUVSF
&NQMPZFFT
Number of employees (permanent)
Revenue per employee








&#*5%"FYQSFTTFEBTBQFSDFOUBHFPGSFWFOVF
 1
 SPGJU GSPN PQFSBUJPOT CFGPSF JNQBJSNFOU PG BTTFUT  GBJS WBMVF BEKVTUNFOUT  OFU GJOBODF DPTUT BOE UBYBUJPO FYQSFTTFE BT B
percentage of revenue.
 1
 SPGJU GSPN PQFSBUJPOT CFGPSF JNQBJSNFOU PG BTTFUT  GBJS WBMVF BEKVTUNFOUT  OFU GJOBODF DPTUT BOE UBYBUJPO FYQSFTTFE BT B
QFSDFOUBHFPGBWFSBHFUPUBMBTTFUTFYDMVEJOHDBQJUBMXPSLJOQSPHSFTT
3FWFOVFEJWJEFECZBWFSBHFUPUBMBTTFUTFYDMVEJOHDBQJUBMXPSLJOQSPHSFTT

?

62

"DUVBMDBQJUBMFYQFOEJUVSF SFQMBDFNFOU FYQBOTJPO FYDMVEJOHCPSSPXJOHDPTUTBOEJODMVEJOHDBQJUBMJTFEGJOBODFMFBTFT

INTEGRATED REPORT 2013

'SFJHIU3BJM

Performance indicators
Key performance area and indicator
7PMVNFHSPXUI
Commodity classification
General freight business
Export coal
Export iron ore
Total volumes
'JOBODJBMWBMVFDSFBUJPO
EBITDA margin
Operating profit margin
Gearing
Net debt to EBITDA
Return on average total assets
Asset turnover
Cash interest cover
*OGSBTUSVDUVSF
Capital investments (a)
0QFSBUJPOBMFGGJDJFODZ
(FOFSBMGSFJHIUCVTJOFTT
Locomotive efficiency
Wagon turnaround time
Average loaded trains per week
&YQPSUDPBM
Locomotive efficiency
Wagon cycle time
Trains per day
&YQPSUJSPOPSF
Locomotive efficiency
Wagon cycle time
Trains per day
4FSWJDFEFMJWFSZ
(FOFSBMGSFJHIU
On-time departures (deviation from
scheduled time)
On-time arrivals (deviation from
scheduled time)
&YQPSUDPBM
On-time departures (deviation from
scheduled time)
On-time arrivals (deviation from
scheduled time)
&YQPSUJSPOPSF
On-time departures (deviation from
scheduled time)
On-time arrivals (deviation from
scheduled time)

Unit of measure

2011
Actual

2012
Actual

2013
Target

2013
Actual

2014
Target

mt
mt
mt
mt

73,7
62,2
46,2
182,1

81,0
67,7
52,3
201,0

90,3
75,0
59,5
224,8

 
 
 
 

91,2
77,0
61,5
229,7

%
%
%
times
%
times
times

36,0
15,7
nm
nm
7,7
0,49
nm

38,1
18,7
nm
nm
9,2
0,49
nr

44,9
27,6
49,9
2,1
13,9
0,45
6,8

 
 
 

 
 


43,8
24,9
53,9
2,5
11,3
0,42
4,9

R million

12 542

14 792

19 512



19 019

GTK 000/locomotive/month
days
number

5 121
12,6
nm

5 167
11,5
nm

5 500
9,2
923


 
OS

5 370
8,6
na

GTK 000/locomotive/month
hours
number

13 505
72
nm

23 845
66
nm

24 700
58
28


69
OS

26 810
56
na

GTK 000/locomotive/month
hours
number

38 866
85
nm

43 110
93
nm

44 000
78
12


94
OS

55 000
76
na

minutes

350

284

225



225

minutes

434

357

260

356

260

minutes

234

209

160



120

minutes

468

375

325



240

minutes

161

67

60



60

minutes

285

133

120



120

)VNBODBQJUBM
Employment equity
Training spend
Employee turnover
Number of Employee (permanent)

%
% of personnel cost
%
number

78
2,2
5
23 665

80
2,6
5
26 850

79
2,9
5
28 857



4


80
3,4
5
34 004

4BGFUZ IFBMUIBOEFOWJSPONFOU
Cost of risk
DIFR
Number of safety incidents
Number of derailments – Mainline
Number of derailments – Shunting

% of revenue
rate
number
number
number

7,0
1,22
558
125
363

4,9
0,90
103
87
294

5,5
1,25
683
71
205


 
755
85


5,5
1,20
599
85
247

B

 &YDMVEJOHDBQJUBMJTFECPSSPXJOHDPTUT
not measured.
not reported.
na
not applicable.
nm
nr
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1. Finance and funding
q '
 JOBODJBMWBMVFDSFBUJPOUBSHFUTTFUGPSUIFZFBSBIFBEXJMMCF
achieved by ensuring effective review and report back of
business initiatives and financial performance evaluation on
a monthly basis.

2. Optimising capital investments
q $
 POUJOVF UP JNQMFNFOU UIF 3 CJMMJPO TFWFOZFBS DBQJUBM
investment programme.
q .
 PEFSOJTFUIFSPMMJOHTUPDLGMFFUCZNBJOUBJOJOHBOEQSPDVSJOH
new locomotives for General Freight and building new wagons.
q "
 EPQU BOE FYFDVUF UIF VQEBUFE 1SPKFDU -JGFDZDMF 1SPDFTT
(PLP) methodology.
q 3PMMPVUUIFTVQQMJFSEFWFMPQNFOUBOEMPDBMJTBUJPOTUSBUFHZ
q '
 JOBMJTFUIF141GSBNFXPSLBOEDSFBUFJOTUJUVUJPOBMDBQBDJUZ
to implement PSP projects.

3. Market growth and penetration
q 7
 PMVNFHSPXUIJTQSPKFDUFEBUBOFTUJNBUFENJMMJPOUPOTJO
the year ahead, dependent on economic growth and increased
demand for commodities.
q %FWFMPQBOECVJMEB$VTUPNFS4FSWJDF$VMUVSF
q 1
 PTJUJPO UIF SBJM CSBOE BT UIF QSFGFSSFE GSFJHIU USBOTQPSU
mode in Africa.
q * NQMFNFOU B SVSBM EFWFMPQNFOU HSPXUI TUSBUFHZ UP
complement the Branch Lines strategy and enhance
community development.
q $SFBUFKVOJPSNJOFSSBJMDBQBDJUZ

4. Improving operational efficiencies
q  BVODI BOE JNQMFNFOU PQFSBUJPOBM EFWFMPQNFOU BOE
performance initiatives to improve operational efficiency.
q &
 OUSFODI UIF 4DIFEVMFE 3BJMXBZ QIJMPTPQIZ UPXBSET
continuous improvement in operations and customer service
delivery.
q * NQSPWF FGGJDJFODZ BOE SFEVDF IVNBO FSSPS UISPVHI SBJM
technology utilisation, such as the use of on-board computers
and cameras on locomotives as well as the Crew Management
System.
q * NQSPWFOFUXPSLSFMJBCJMJUZUISPVHIJOGSBTUSVDUVSFVQHSBEFT 
rail break reduction initiatives and increased network
inspections.
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5. Regulatory
q $
 POUJOVFUPDPMMBCPSBUFXJUIUIF%FQBSUNFOUTPG1VCMJD&OUFSQSJTFTBOE5SBOTQPSUPO
initiatives to establish policy certainty on rail reform.

6. SHEQ and sustainability
Safety and health
q 3FWJUBMJTFUIFMFWFMDSPTTJOHQPMJDJOHDBNQBJHO
q &NCFEBTBGFUZPSJFOUFEDVMUVSFUISPVHIUIF3PBE.BQUP4BGFUZJOUFSWFOUJPO
q * NQMFNFOUDPOTFRVFODFNBOBHFNFOUQSBDUJDFTBTXFMMBTQSPHSBNNFTUIBUSFDPHOJTF
and reward safe work action.
q * ODSFBTF USBJOJOH JOUFSWFOUJPOT UP QSPNPUF BEIFSFODF UP 5SBJO 8PSLJOH 3VMFT BOE
standard operating procedures (SOPs) supported by supervisory skills training.

Environment
q 1
 FSGPSN FOWJSPONFOUBM JNQBDU BTTFTTNFOUT GPS NBKPS DBQJUBM QSPHSBNNFT BOE
rehabilitate areas affected by rail operations.
q &OTVSFBTCFTUPTSFNFEJBUJPOBOE)ZESPDBSCPO1PMMVUJPO&MJNJOBUJPO )1& 
q * ODMVEF mDBSCPO GPPUQSJOUn BOE mDMJNBUF DIBOHFn JOJUJBUJWFT JO CVTJOFTT PQFSBUJPOT BOE
the logistics supply chain.
q 1
 SPNPUFFOFSHZFGGJDJFODZUISPVHIUIFVTFPGSFHFOFSBUJWFMPDPNPUJWFUFDIOPMPHZBOE
driver training.
q *NQMFNFOUDSBEMFUPHSBWFXBTUFNBOBHFNFOUQSPDFTTFT
q *NQMFNFOUUIF*40&OWJSPONFOUBM.BOBHFNFOU4ZTUFN

7. Human capital
q $SFBUFKPCTJOUIFZFBSBIFBEBOEPWFSTFWFOZFBST
q $
 POUJOVFUPQSPNPUFPQFSBUJPOTDBQBCJMJUZBOETLJMMTEFWFMPQNFOUCZFNCFEEJOHMPOH
term talent management programmes.

8. Governance, building organisational readiness and a high
performance culture
q '
 VSUIFS FOUSFODI UIF OFX #VTJOFTT 6OJU NPEFM CZ JNQSPWJOH BTTFU BMMPDBUJPO BOE
utilisation, enhancing turnaround times and efficiencies, and streamlining the
integration of Transnet Engineering into the business units and R&C into the Rail
network.
q '
 VSUIFS FNCFE DPNQMJBODF XJUIJO UIF 3BJM OFUXPSL BOE UIF TJY CVTJOFTT VOJUT  BOE
measure compliance through a dynamic ‘compliance maturity model’.
q &OUSFODIUIFDIPTFO-FBEFSTIJQBSDIFUZQF
q 3FGJOFBOEFNCFEUIFMBSHFTDBMF0SHBOJTBUJPO)FBMUIBOE5SBOTGPSNBUJPO1SPHSBNNF
q %FWFMPQBmMFBEFSTIJQCSBOEnBOE&NQMPZFF7BMVF1SPQPTJUJPO &71 
q &NCFETVTUBJOBCJMJUZJOUPPQFSBUJPOT UBSHFUT SJTLNBOBHFNFOUBOEQFSGPSNBODF
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ENGINEERING

Engineering
BUSINESS OVERVIEW
Transnet Engineering provides maintenance,
repair, upgrade, manufacturing and support
services to Freight Rail in South Africa and to other
rail and terminal operators both regionally and
internationally.
Services are provided for the following rail components:
q &MFDUSJDBMUFSOBUJOHDVSSFOU "$ EJSFDUDVSSFOU %$ BOE
diesel locomotives.
q 8BHPOT GPS WBSJPVT DPNNPEJUJFT  JODMVEJOH DPBM  JSPO PSF
and fuel.
q $PBDIFTGPSNBJOMJOF MVYVSZBOETVCVSCBOQBTTFOHFSSBJM
q " TTPDJBUFE DPNQPOFOUT BOE TFSWJDFT JODMVEJOH DMFBOJOH
and logistics services) for rotating machines, rolling stock
equipment, cast components, wheels, tarpaulins,
intermodal containers, and port and terminal equipment.

Koedoespoort: Outside Bay 1 –
Mandla Mabena (Electrician) and
Fuluphelo Mwnonoe (Electrician)
doing inspection on Class 43
Locomotive.

Transnet Engineering comprises nine businesses:
q 8BHPOCVTJOFTT
q -PDPNPUJWFCVTJOFTT
q $PBDICVTJOFTT
q 3PMMJOHTUPDLFRVJQNFOUCVTJOFTT
q 3PUBUJOHNBDIJOFTCVTJOFTT
q 8IFFMCVTJOFTT
q "VYJMJBSZQPSUFRVJQNFOUCVTJOFTT
q 'PVOESZCVTJOFTTBOE
q 1PSUCVTJOFTT
The wagon, locomotive and coach businesses are the primary
customer-facing entities and revenue generators, while the
other six operational businesses provide a supportive role
within the organisation, with the exception of the auxiliary
business, which focuses a substantial portion of its activity
directly on serving Freight Rail. Transnet Engineering
continues to grow its external revenue by focusing on major
clients, particularly the Passenger Rail Agency of South
Africa (PRASA).
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Key strategic MDS imperatives for Engineering include:
q *NQSPWJOH PQFSBUJPOBM FGGJDJFODJFT BOE DSFBUJOH B TBGF XPSLJOH FOWJSPONFOU CZ JNQMFNFOUJOH -FBO 4JY
Sigma principles, as well as targeted safety and environmental initiatives.
q (SPXJOHFYUFSOBMSFWFOVFCZEJWFSTJGZJOHPQFSBUJPOTJOUPPUIFSNBSLFUT QSJNBSJMZUIFQPSUTTFDUPSBOE
African and South American markets, as well as enhancing regional integration.
q 4USFOHUIFOJOHQBSUOFSTIJQTXJUIPSJHJOBMFRVJQNFOUNBOVGBDUVSFST 0&.T UPFOIBODFFYJTUJOHTLJMMTBOE
know-how and to create new market opportunities.
q *ODSFBTJOHSFTFBSDIBOEEFWFMPQNFOUBDUJWJUJFTUPFYQBOEUFDIOPMPHJDBMDBQBCJMJUJFTBOEHSPXUIFQSPEVDU
offering, including the development of a locomotive for the African market.
q *ODSFBTJOHUIFUSBJOJOHPGFOHJOFFST UFDIOJDJBOTBOEBSUJTBOT
q *NQMFNFOUJOHQSPHSBNNFTGPSTFNJTLJMMFEFNQMPZFFTUPDSFBUFBQPPMPGDPNQFUFOUUFDIOJDBMXPSLFST
to replace the ageing workforce.
q *NQMFNFOUJOHBOJOUFHSBUFEQPSUNBOBHFNFOUTZTUFN *1.4 
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PERFORMANCE AT A GLANCE

1. Finance and funding
q 5SBOTOFU &OHJOFFSJOHnT JOUFSOBM SFWFOVF JODSFBTFE CZ   UP 3  CJMMJPO
compared to R9,8 billion in the prior year. The increase was due to Freight Rail’s
increased demand for maintenance as well as the upgrade of locomotives and
wagons to support volume growth in line with the MDS. Transnet Engineering’s
external revenue decreased by 7,2% to R1,4 billion (2012: R1,5 billion) mainly due
to a reduction in coach sales to the Passenger Rail Agency of South Africa (PRASA).
q /FU PQFSBUJOH FYQFOTFT JODSFBTFE CZ   UP 3  CJMMJPO  3  CJMMJPO 
mainly due to a 15,2% increase in energy costs, as well as a 32,6% increase in
maintenance expenditure and a 27,0% increase in material costs resulting from
increased activity levels.
q &#*5%"JODSFBTFECZ UP3NJMMJPO 3NJMMJPO 
q 3FWFOVFQFSFNQMPZFFJODSFBTFECZ UP3NJMMJPO  NJMMJPO 

2. Optimising capital investments
q $BQJUBM FYQFOEJUVSF BNPVOUFE UP 3  CJMMJPO GPS UIF ZFBS BHBJOTU B UBSHFU PG
R890 million.
q "QQSPYJNBUFMZ PGUIFDBQJUBMUBSHFUXBTTQFOUPOFYQBOTJPOUPBTTJTU'SFJHIU
Rail in achieving its MDS objectives of increased volumes, improved reliability and
availability.
q 5SBOTOFU&OHJOFFSJOHBDIJFWFEBMFWFMDPOUSJCVUPS###&&SBUJOH
q ###&&TQFOEBNPVOUFEUP BHBJOTUBOBOOVBMUBSHFUPG 
q *NQMFNFOUJOH4"1DBQJUBMQMBOOJOHGVODUJPOBMJUZUPFOTVSFJNQSPWFEFGGJDJFODZ
q *OWFTUJOHJOJOGSBTUSVDUVSFFRVJQNFOUBOEHSFFOUFDIOPMPHZFOFSHZ TVDIBTFOFSHZ
efficient lights, heat pumps and an oven control system.
q *OWFTUJOHJONPEFSONBDIJOFSZUPFYQFEJUFUIFNBDIJOFSZQSPDFTTFT

,PFEPFTQPPSU#BZ7JODFOU$PFU[FF FOHJOFBMUFSOBUPSBMJHONFOU NPWJOHOFX$MBTTMPDPNPUJWFJOUPQPTJUJPO
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3. Growing volumes and market share
q *OUFOTJGZJOHNBSLFUJOHBDUJWJUJFTJOUIF"GSJDBONBSLFUUPFYQBOEUIFPSHBOJTBUJPOnT
regional footprint and enhance regional integration.
q 1FSGPSNJOHNBSLFUSFTFBSDIGPSUIFNNMPDPNPUJWFHBVHFNBSLFUJO"GSJDB 
Asia and South America with the aim of accessing markets and areas with growth
opportunities.
q *ODSFBTJOHWPMVNFTGPS'SFJHIU3BJMCZDSFBUJOHBEEJUJPOBMDBQBDJUZBOEPQUJNJTJOH
processes.
q *ODSFBTJOH 0&.$0& DFSUJGJDBUJPO GPS BMM NBKPS DPNQPOFOUT UP GVSUIFS JNQSPWF
fleet performance.
q *ODSFBTJOHDBQBDJUZGPSTVQQMJFST

4. Improving operational efficiencies
q &YDFQU GPS DPBM MJOF MPDPNPUJWF BWBJMBCJMJUZ  5SBOTOFU &OHJOFFSJOH BDIJFWFE BMM JUT
operational key performance indicators (KPIs). This is an exceptional achievement
in view of the fact that the heavy haul availability and reliability KPIs are based on
world benchmarks.
q 5IFSFMJBCJMJUZPGUIFXBHPOTPOUIFPSFMJOFJTCFDPNJOHBOFXXPSMECFODINBSLGPS
heavy haul lines, with average wagon reliability reaching 0,05 faults per million
kilometres compared to the world benchmark of 0,2 faults per million kilometres.
q $PBMMJOFMPDPNPUJWFBWBJMBCJMJUZGPSUIFZFBSXBT 5IJTXBTNBSHJOBMMZCFMPX
the target of 89,5% mainly as result of the sudden failure and extended repair time
of a number of 11E transformers. Failure of the G30 inverters also negatively
impacted on the availability of the 11E fleet. These inverters are now being replaced
with modern state of the art inverters. Further, coal line locomotive availability was
negatively impacted by a targeted programme to repair and maintain the unreliable
locomotives on this line.
q $SFBUJOHJODSFBTFENBJOUFOBODFGMFYJCJMJUZUISPVHITBUFMMJUFNBJOUFOBODFGBDJMJUJFT
q *NQMFNFOUJOH -FBO 4JY 4JHNB QSBDUJDFT JO UIF PSHBOJTBUJPO SFTVMUFE JO JODSFBTFE
employee productivity.

5. Regulatory and key stakeholder engagement
.%4BMJHOFETUBLFIPMEFSFOHBHFNFOUJOJUJBUJWFTJODMVEFE
q &TUBCMJTIJOH B GPSNBM $4%1 TUSVDUVSF BOE BMJHOJOH JU UP CVTJOFTT BOE QSPEVDU
development initiatives and procurement practices.
q %FWFMPQJOHBOEJNQMFNFOUJOHBDPNNVOJDBUJPOTUSBUFHZ .%4 UPPQUJNJTFJOUFSOBM
stakeholder engagement.
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6. SHEQ
Safety
q "MUIPVHI B %*'3 PG   XBT BDIJFWFE BHBJOTU B UBSHFU PG    UIF JODSFBTF JO
confirmed and accepted ‘noise-induced hearing loss’ cases attributed to the
increase in disabling injuries from 114 in the previous year to 120.
q 5IFDPTUPGSJTLXBT BHBJOTUBUBSHFUPG 
q TBGFUZTUBUJPOTXFSFFTUBCMJTIFE
q 5IFSFXFSFOPGBUBMJOKVSJFTEVSJOHUIFZFBSrB JNQSPWFNFOUDPNQBSFEUP
the previous year when one fatal injury was recorded.
q 'JWF PVU PG OJOF CVTJOFTTFT  OBNFMZ  DPBDI  XIFFMT  34&  3. BOE BVYJMJBSZ XFSF
recommended for OHSAS 18 001 Certification. The remaining businesses will be
audited in the new contract.

Environment
q 5IFSFXFSFOPMFWFMFOWJSPONFOUBMJODJEFOUT
q -FWFM  FOWJSPONFOUBM JODJEFOUT XFSF EVF UP UIF NBMGVODUJPOJOH PG UIF FGGMVFOU
plant system in Kroonstad Diesel Locomotive depot.
q $POEVDUFEBOBTTFTTNFOUUPEFUFSNJOFUIFFYUFOUPGUIFBTCFTUPTDPOUBNJOBUJPO
in Koedoespoort.
q *ODSFBTJOH TBGFUZ USBJOJOH BOE BXBSFOFTT QSPHSBNNFT UP BDDPNNPEBUF OFX
employees.

7. Human capital
q &NQMPZFFIFBEDPVOUSFBDIFEBHBJOTUBUBSHFUPG  
q "UPUBMPGWBDBODJFTXFSFGJMMFEBHBJOTUBUBSHFUPG
q 5SBJOJOHTQFOE BTBPGQFSTPOOFMDPTU FYDFFEFEUIFUBSHFUPG CZ 
q &NQMPZFF UVSOPWFS JODSFBTFE DPNQBSFE UP UIF QSFWJPVT ZFBS 0G UPUBM FYJUT 
retirements accounted for 2,0%, with voluntary exits accounting for 1,9%, and
deaths 0,6%. Transfers to other divisions accounted for 11,5% of total exits
whereas involuntary exits accounted for 1,8%.
q 5SBJOJOHBDIJFWFNFOUTXFSFBTGPMMPXT
– 116 technicians were trained against a target of 100.
– 428 qualified artisans were enrolled against a target of 200.
– 45 engineers were trained against a target of 100.
q $PMMBCPSBUJOH XJUI WBSJPVT *OTUJUVUJPOT PG )JHIFS -FBSOJOH '&5T BOE *OOPWBUJPO
Hub) through signed memoranda of understanding (MOUs) to enhance the pool of
skilled engineers, artisans and technicians.
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8. Governance, building organisational readiness and a high
performance culture
q "4"1)$.4ZTUFNXBTEFWFMPQFE DPOGJHVSFEBOEGJOBMJTFEUPFOIBODF1FSGPSNBODF
Management.
q " QFSGPSNBODF FOIBODFNFOU QMBO XBT JNQMFNFOUFE GPS NBOBHFST QFSGPSNJOH
below a 2-rating.
q "DIBOHFNBOBHFNFOUTUSBUFHZBOEQMBOXFSFEFWFMPQFEUPFOTVSFUIFPSHBOJTBUJPO
realises its project benefits.
q "OFSFDSVJUNFOUTZTUFN &44.44 XBTJNQMFNFOUFE

9. Sustainable economic, social and environmental impact
q &OHJOFFSJOH NBEF TUSJEFT JO FNCFEEJOH TVTUBJOBCJMJUZ JOUP PQFSBUJPOT JO  *O
addition to the performance noted above, these developments are reflected in the
SR 2013.
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Operating Division performance
Year ended
31 March 2013
R million

Year ended
31 March 2012
R million

%
change

Revenue



11 266

16,0

– Internal
– External




9 789
1 477

19,4
(7,2)

 

(10 224)

13,4

 
 
 
 
 

(198)
(233)
(4 657)
(4 514)
(622)

15,2
32,6
27,0
(2,0)
14,5



1 042

41,5

Salient features

Operating expenses
– Energy costs
– Maintenance
– Materials
– Personnel costs
– Other
1SPGJUGSPNPQFSBUJPOTCFGPSFEFQSFDJBUJPO 
EFSFDPHOJUJPOBOEBNPSUJTBUJPOBOEJUFNT
MJTUFECFMPX &#*5%"
Depreciation, derecognition and
amortisation

 

(169)

14,2

Profit from operations before items
listed below
Impairments and fair value adjustments
Net finance costs



 

873
(19)
(166)

46,7
(68,4)
52,4

1SPGJUCFGPSFUBYBUJPO
Taxation


 

688
(194)

48,5
49,5

1SPGJUBGUFSUBYBUJPO
5PUBMBTTFUT FYDMVEJOH$8*1
1SPGJUBCJMJUZNFBTVSFT
EBITDA margin*
Operating margin**
Return on average total assets
(excluding CWIP)***
Asset turnover (excluding CWIP)****
$BQJUBMFYQFOEJUVSF?
&NQMPZFFT
Number of employees (permanent)
Revenue per employee




494

48,2

R million



7 597

29,3

%
%

 


9,2
7,7

2,1
2,1

%
times
R million

 
 


12,5
1,61
722

number
R million


 

12 572
0,90

2,2
(6,8)
82,1
1,4
13,3

&#*5%"FYQSFTTFEBTBQFSDFOUBHFPGSFWFOVF
 1
 SPGJU GSPN PQFSBUJPOT CFGPSF JNQBJSNFOU PG BTTFUT  GBJS WBMVF BEKVTUNFOUT  OFU GJOBODF DPTUT BOE UBYBUJPO FYQSFTTFE BT B
percentage of revenue.
 1
 SPGJU GSPN PQFSBUJPOT CFGPSF JNQBJSNFOU PG BTTFUT  GBJS WBMVF BEKVTUNFOUT  OFU GJOBODF DPTUT BOE UBYBUJPO FYQSFTTFE BT B
QFSDFOUBHFPGBWFSBHFUPUBMBTTFUTFYDMVEJOHDBQJUBMXPSLJOQSPHSFTT
3FWFOVFEJWJEFECZBWFSBHFUPUBMBTTFUTFYDMVEJOHDBQJUBMXPSLJOQSPHSFTT

?
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Performance indicators
Key performance indicator
'JOBODJBMWBMVFDSFBUJPO
EBITDA margin
Operating profit margin
Gearing
Net debt to EBITDA
Return on average total
assets
Asset turnover
Cash interest cover
*OGSBTUSVDUVSF
Capital expenditure (a)
0QFSBUJPOBMFGGJDJFODZ
(FOFSBMGSFJHIUCVTJOFTT
Locomotive availability
(active)
Locomotive reliability
Wagon availability (active)
Wagon reliability
&YQPSUDPBM
Locomotive availability
(active)
Locomotive reliability
Wagon availability (active)
Wagon reliability
&YQPSUJSPOPSF
Locomotive availability
(active)
Locomotive Reliability
Wagon availability (active)
Wagon reliability
)VNBODBQJUBM
Training spend
Employee turnover
Employee Headcount
(permanent)
Revenue per employee
4BGFUZ IFBMUIBOE
FOWJSPONFOU
Cost of risk
DIFR
B
na

Unit of
measure

2010
Actual

2011
Actual

2012
Actual

2013
Target

2013
Actual

2014
Target

%
%
%
times

8,2
6,0
na
na

12,3
10,5
na
na

9,2
7,7
na
na

13,2
11,7
27,5
0,9

 

 


14,1
12,5
33,1
1,08

%
times
times

8,5
1,40
na

15,8
1,50
na

12,5
1,61
na

19,6
1,57
7,2

 
 


19,4
1,49
6,8

R million

376

532

722

890



954

%
faults per
million km
%
faults per
million km

89,3

89,6

90,5

89,5

 

na

16
93,7

28
93,8

25
94,2

25,0
94,0

 
 

na
na

0,88

0,79

0,62

0,60

 

na

90,4

90,2

90,6

89,5

 

na

36,11
97,0

44
97,6

33
98,0

45,0
97,5

 
 

na
na

0,14

0,13

0,18

0,17

 

na

88,4

88,2

90,5

89,5

 

na

31,22
97,8

18
98,1

14
98,0

15,0
97,5


 

na
na

0,02

0,01

0,03

0,07

 

na

% of personnel
cost
%

4,2
na

3,5
5,0

5,8
6,7

6,0
3,8


 

6,0
6,5

number
R million

12 677
0,65

13 001
0,70

12 572
0,90

12 546
0,80


 

12 633
1,10

% of revenue
rate

na
0,81

1,8
0,93

1,6
0,73

2,3
1,00


 

2,3
0,79

%
faults per
million km
%
faults per
million km

%
faults per
million km
%
faults per
million km

 $BQJUBMFYQFOEJUVSFFYDMVEFTDBQJUBMJTFECPSSPXJOHDPTUT
Not applicable.
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LOOKING AHEAD

1. Finance and funding
q '
 JOBODJBMWBMVFDSFBUJPOUBSHFUTTFUGPSUIFZFBSBIFBEXJMMCF
achieved by ensuring effective review and report back of
business initiatives and financial performance evaluation on
a monthly basis.

2. Optimising capital investment
q 1
 VSTVF B DBQJUBM JOWFTUNFOU UBSHFU PG 3 NJMMJPO GPS UIF
year ahead, including R25 million for borrowing costs.
q * OWFTU 3 NJMMJPO JO UIF 5SBOT"GSJDB -PDPNPUJWF QSPKFDU 
thereby enabling Transnet Engineering to be the first African
country to design and manufacture a locomotive.
q * OWFTU3NJMMJPOJOBO"CMVUJPO6QHSBEFTQSPKFDUJOMJOFXJUI
the objectives of the culture charter to promote employee
satisfaction and to provide a safe and healthy work
environment.
q * OWFTU 3 NJMMJPO JO UIF $43 QSPKFDU UP TFU VQ B OFX
production line for manufacturing a new class of locomotives.
q * OWFTU3NJMMJPOJOUIF34&4QSJOH4IPQQSPKFDUUPJNQSPWF
the current method of manufacturing, thereby decreasing
costs and increasing capacity in the long term.
q * OWFTU 3 NJMMJPO UP TFUVQ B %F "BS XBHPOT NBJOUFOBODF
facility, which aims to improve reliability and availability of
locomotives and supports the national growth plan.

3. Growing volumes and market share
q * ODSFBTF SFWFOVF BOE SFEVDF UIF DPTU PG EPJOH CVTJOFTT CZ
improving existing products and processes.
q * ODSFBTF SFWFOVF CZ EFWFMPQJOH OFX QSPEVDUT GPS UIF MPDBM 
African and international markets.
q * OOPWBUF BSPVOE UIF EFTJHO BOE EFWFMPQNFOU PG GPSXBSE
looking methods and technologies that would impact the next
generation of products and processes.

4. Improving operational efficiencies
q &
 OBCMFUIF1PSUTCVTJOFTTUPQSPWJEFFOHJOFFSJOHTFSWJDFTUP
ports and harbours across the SADC region.
q * ODSFBTF UIF BWBJMBCJMJUZ BOE SFMJBCJMJUZ PG FRVJQNFOU JO
support of Freight Rail’s MDS requirements.

5. Regulatory
q 1
 SPWJEF USBJOJOH PO FNFSHJOH SFHVMBUJPO UP UIF SFMFWBOU
internal stakeholders to facilitate regulatory compliance.
q %
 FWFMPQDPOUSPMQMBOTGPSFBDIDSJUJDBMSFHVMBUPSZDPNQMJBODF
stipulation and monitor operational compliance with highimpact regulatory requirements.
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6. SHEQ
Safety and health
q $
 POUJOVFUPQSPWJEFTBGFUZUSBJOJOHBOEBXBSFOFTTQSPHSBNNFTUPFOTVSFBSFEVDUJPO
of incidents and an increase in systems efficiency.
q %FWFMPQQSPHSBNNFTGPSOFXFNQMPZFFTUPNJUJHBUF4)&2SJTLT
q 1
 FSGPSN USFOE BOBMZTFT PO PDDVQBUJPOBM JMMOFTTFT BOE JNQMFNFOU SFMFWBOU
interventions.
q *NQMFNFOUJOUFHSBUFE4)&2NBOBHFNFOUTPGUXBSF
q 1
 FSGPSN 4)&2 SFMBUFE CVTJOFTT JNQBDU BTTFTTNFOUT BOE TUBOEBSEJTF TUBOEBSE
operating procedures (SOPs) across the business.
q * NQSPWFPQFSBUJPOBMDBQBCJMJUZUPSFTQPOEBEFRVBUFMZUPPQFSBUJPOBMEJTSVQUJPOTBOE
crises while protecting the safety and welfare of employees.

Environment
q %
 FWFMPQ BOE JNQMFNFOU XBTUF NBOBHFNFOU QMBOT GPS BMM SFHJPOBM PQFSBUJPOT BOE
implement recycling initiatives.
q %
 FWFMPQBOEJNQMFNFOUUIF*40FOWJSPONFOUBMNBOBHFNFOUTZTUFN &.4 BOE
work towards certification.
q &
 OTVSF5SBOTOFU&OHJOFFSJOHnTJOEVTUSJBMFGGMVFOUQMBOUTDPNQMZJOUFSNTPGUSFBUNFOU
methods and discharge requirements.
q $
 POUJOVF UP JNQMFNFOU IZESPDBSCPO QPMMVUJPO DPOUSPMT BT QFS UIF UISFFZFBS
programme.
q 4
 VTUBJOBCJMJUZ 8PSLJOH $PNNJUUFF FOIBODFNFOU BOE JNQMFNFOU DMJNBUF DIBOHF
initiatives.

7. Human capital
q "DDFMFSBUFUIFEFWFMPQNFOUPGGFNBMFNBOBHFSTUISPVHIUIF8*3&1SPHSBNNF
q *ODSFBTFUIFOVNCFSPGBQQSFOUJDFTGSPNUP
q $
 POUJOVF UP CVJME TVQFSWJTPSZ DBQBDJUZ UISPVHI UIF BDDSFEJUFE 5SBOTOFU &OHJOFFSJOH
Customised Programme and expand the pool of supervisors, especially women.
q *ODSFBTFUIFSFQSFTFOUBUJPOPGXPNFOUP PGUIFUPUBMXPSLGPSDF
q * ODSFBTF UIF SFQSFTFOUBUJPO PG QFPQMF XJUI EJTBCJMJUJFT 1X%T  UP   PG UIF UPUBM
workforce.

8. Governance, building organisational readiness and a high
performance culture
q $
 SFBUF GVODUJPOBM BMJHONFOU CFUXFFO JOUFSOBM BVEJU QSBDUJDFT BOE UIF PQFSBUJPOBM
management of compliance risk.
q *NQMFNFOUUIFBQQSPWFE3BJM&OHJOFFSJOHDPNCJOFEBTTVSBODFQMBO
q * NQMFNFOU TUSBUFHJD XPSLGPSDF QMBOOJOH  XIJDI JODMVEFT B CBMBODFE TDPSFDBSE
performance management approach.
q &NCFETVTUBJOBCJMJUZJOUPPQFSBUJPOT UBSHFUT SJTLNBOBHFNFOUBOEQFSGPSNBODF
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NATIONAL PORTS AUTHORITY

National Ports Authority
BUSINESS OVERVIEW
Transnet National Ports Authority (National Ports
Authority) operates as the landlord port authority
responsible for the safe, efficient and effective
economic functioning of the South African ports
system, which it manages, controls and administers on
behalf of the State. National Ports Authority owns and
operates eight commercial ports situated in Durban,
H_Y^WhZi8Wo"9Wf[Jemd"Fehj;b_pWX[j^"D]gkhW"
Mossel Bay, Saldanha and East London.

Elevated view of new tandem lift shipto-shore cranes in DCT at the Port of
Durban.

The business is divided into two key operational areas: port
infrastructure and maritime operations. The port
infrastructure segment is responsible for the planning,
development and maintenance of port infrastructure. The
maritime business manages marine operations, lighthouse
services and dredging services. Marine operations encompass
pilotage, towage and vessel berthing services, whereas the
dredging component ensures that port and entrance channel
depths are maintained. The lighthouse component ensures
that aids to navigation, such as lighthouses and navigational
systems, are optimally managed.
The major commodities handled at the ports include coal, iron
ore, containers, automotives, steel, fruit, ferrochrome,
petroleum products and manganese. Growth of these
commodities is a function of local and global demand and
supply, logistics infrastructure, capacity and supply chain
efficiencies, which include port efficiencies.
On a wider economic front, National Ports Authority seeks to
continually enhance its role in pursuing large scale market
collaboration by partnering with customers and stakeholders,
including the Ports Regulator, for the benefit of the national
economy.
National Ports Authority operates within a national and
international regulatory environment. Acts related
specifically to the ports and maritime environment include,
but are not limited to:
q /BUJPOBM1PSUT"DU
q *OUFS$PBTUBM.BOBHFNFOU"DU
q .FSDIBOU4IJQQJOH .BSJUJNF4FDVSJUZ 3FHVMBUJPOT"DU
q *OUFSOBUJPOBM $PEF GPS UIF 4FDVSJUZ PG 4IJQT BOE
1PSU'BDJMJUJFTBOE
q *OUFSOBUJPOBM.BSJUJNF%BOHFSPVT(PPET$PEF
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Key strategic MDS imperatives for National Ports Authority include:
q %FMJWFSJOHDBQJUBMBOEJOGSBTUSVDUVSFNBJOUFOBODFQSPKFDUT
q 1SPWJEJOH BOE JOGMVFODJOH PQUJNBM TPMVUJPOT GPS NBSLFU TFHNFOUT UISPVHI UIF JOUFHSBUFE DPNNFSDJBM
management of customer needs, whilst monitoring and responding to national and regional market trends
and developments.
q 1SPNPUJOHKPJOUDBQBDJUZQMBOOJOHXJUIBMMDVTUPNFSTBOETUBLFIPMEFSTJOUIFMPHJTUJDTVQQMZDIBJOUPESJWF
and provide integrated infrastructure solutions.
q (SPXJOHWPMVNFBOESFWFOVFUISPVHITUSBUFHJDCVTJOFTTEFWFMPQNFOU
q *NQMFNFOUJOHBOJOUFHSBUFEQPSUNBOBHFNFOUTZTUFN *1.4 
q *NQSPWJOHMBOEBOEQPSUBTTFUVUJMJTBUJPO
q 'JOBMJTJOHUIFUBSJGGNPEFMBOEQSJDJOHTUSBUFHZ
q &OTVSJOH GJOBODJBM TVTUBJOBCJMJUZ CZ NFFUJOH WPMVNF EFNBOE UISPVHI PQFSBUJPOBM BOE JOGSBTUSVDUVSF
provision, and maintaining committed debt service coverage ratios.
q *NQSPWJOH UPUBM QPSU PQFSBUJPOBM QFSGPSNBODF UISPVHI HSFBUFS PWFSTJHIU BOE DPMMBCPSBUJPO XJUI NBSJOF
and terminal operators.
q *NQMFNFOUJOHBOENPOJUPSJOHMJDFODFTGPSBMMQPSUTFSWJDFTBOEGBDJMJUJFT
q *NQSPWJOHBOENBJOUBJOJOHTBGFUZ IFBMUIBOEFOWJSPONFOUBMDPNQMJBODF
q %FWFMPQJOHIVNBODBQJUBMBOEUBSHFUJOHSFDSVJUNFOUGSPNTVDDFTTJPOQPPMT
q *NQSPWJOHQSPDVSFNFOUDZDMFUJNFTBOEQSPBDUJWFMZEFWFMPQJOHUIFTVQQMJFSCBTF
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PERFORMANCE AT A GLANCE

1. Finance and funding
q 3FWFOVFJODSFBTFENBSHJOBMMZCZ UP3 CJMMJPO 3 CJMMJPO NBJOMZEVF
to the negative impact of the automotive and container export rebate programme
of R1,0 billion as well as relatively slow volume growth. This was offset by a
decrease in the clawback provision to R729 million (2012: R1,4 billion) resulting
from the Record of Decision issued by the Ports Regulator.
q /FU PQFSBUJOH FYQFOTFT JODSFBTFE CZ   UP 3  CJMMJPO  3  CJMMJPO 
mainly due to a 28,8% increase in energy costs in line with electricity tariff
increases and fuel price increases.
q .BUFSJBMDPTUTJODSFBTFECZ UP3NJMMJPO 3NJMMJPO NBJOMZEVFUP
an increase in perway material.
q 5PUBMMBCPVSDPTUJODSFBTFECZ UP3NJMMJPO 3NJMMJPO XIJDI
was in line with the target for the year.
q 5SBJOJOHDPTUJODSFBTFECZ3 NJMMJPO NBJOMZBTBSFTVMUPGUIFJOUSPEVDUJPOPGUIF
following training programmes:
 r )FMJDPQUFSQJMPUUSBJOJOH
 r $BEFUUSBJOJOH
 r "JSDSBGUNBJOUFOBODFBOEBJSDSBGUBWJPOJDTUSBJOJOH
 r 1SBDUJDBMTIJQIBOEMJOHUSBJOJOHBOE
– The MSC Shipping in Transport-Rotterdam training programme.
q 0UIFSPQFSBUJOHDPTUTJODSFBTFECZ UP3NJMMJPO 3NJMMJPO 5IF
R118 million variance can be largely attributed to cost increases in the following
operational areas:
 r 3FTFBSDIBOEEFWFMPQNFOU3 NJMMJPO
 r *OGPSNBUJPOUFDIOPMPHZ3 NJMMJPO
 r &OWJSPONFOUBMNBOBHFNFOU3 NJMMJPO
 r 3FOUBM3 NJMMJPO
 r 3BUFTBOEUBYFT3 NJMMJPOBOE
– Internal audit fees: R9,4 million.
q &#*5%"EFDSFBTFECZ UP3 CJMMJPO 3 CJMMJPO 

0QIFMJB4IBCBOF MFGU BOE4JQIP.OJTJ SJHIU CPUI5VHNBTUFST EVSJOHUIFNPPSJOHQSPDFTTPGBWFTTFMBUUIF
Durban harbour.
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q *NQMFNFOUJOH B QPSU GJOBODJBM UVSOBSPVOE TUSBUFHZ BOE USBDLJOH BOE NFBTVSJOH
performance.

2. Optimising capital investments
q $BQJUBMJOWFTUNFOUPG3NJMMJPOGPSUIFZFBS
q "$4" MBOE XBT BDRVJSFE GPS UIF EFWFMPQNFOU PG UIF GVUVSF %VSCBO %JHPVU
Port (DDOP).
q "MMQPSUTIBWFCFFOESFEHFEUPEFTJHOFEEFQUIT
q 5XP%VSCBOMBVODIFTBOEPOFXPSLCPBUXFSFEFMJWFSFEGPS4BMEBOIB#BZ
q  ###&&TQFOEXBTBDIJFWFEBHBJOTUBCVEHFUPG 
q *NQMFNFOUJOH UIF "TTFU .BOBHFNFOU -JGFDZDMF 4USBUFHZ UP FOTVSF BTTFUT BSF
maintained in optimal condition.
q 3FWJTJOH BMM QPSUT EFWFMPQNFOU GSBNFXPSL QMBOT 1%'1T  BOE BMJHOJOH UIFN XJUI
regional, town, and city planning directives as well as inputs from the Port
Consultative Committee.

3. Growing volumes and market share
q 5SBOTTIJQNFOUWPMVNFTXFSFFYDFFEFEBDSPTTUIFQPSUTZTUFN
q $POUBJOFSWPMVNFTJODSFBTFECZ UP5&6T 5&6T 
q %SZCVMLUPOOBHFJODSFBTFECZ UPUPOT UPOT 
q #SFBLCVMLJODSFBTFECZ UPUPOT UPOT 
q %FWFMPQJOHBNBSLFUJOHQMBOUPFYQMPSFESFEHJOHPQQPSUVOJUJFTBDSPTT"GSJDBOQPSUT
q 5BSHFUJOH/HRVSBBTBUSBOTTIJQNFOUIVCGPSUIF4"%$SFHJPOBTXFMMBTBQSPWJEFS
of import/export services. Its strategic positioning will reduce the burden of
transshipments at the key gateway port (Durban) for Southern Africa.
q %FWFMPQJOH BO m"GSJDB TUSBUFHZn XJUI LFZ GPDVT PO ESJWJOH SFHJPOBM JOUFHSBUJPO 
development and co-operation.
q $PNQMFUJOHB$3.CMVFQSJOUBTBCBTJTGPSTFHNFOUJOHDVTUPNFSBDDPVOUQMBOT
q 3FGJOJOHUIFPSHBOJTBUJPOnTWBMVFQSPQPTJUJPOJOMJOFXJUIDVTUPNFSTFHNFOUT
q $PNQMFUJOH B OFX TUSBUFHJD CVTJOFTT EFWFMPQNFOU QMBO UP ESJWF GVUVSF WPMVNF
growth.
q 'JOBMJTJOHUIFNBSLFUJOHTUSBUFHZXIJDIGPDVTFTQSJNBSJMZPONBSLFUTFHNFOUBUJPO 
positioning and ports development.
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PERFORMANCE AT A GLANCE

4. Improving operational efficiencies
TEUs per STAT hour
q 1SPEVDUJWJUZUBSHFUTXFSFFYDFFEFECZ POBWFSBHFGPSUIFQPSUTPG/HRVSB
and Durban, and fell 10,0% short of budget for the ports of Port Elizabeth and Cape
Town. The below-target performance was primarily due to intemperate weather
conditions (strong winds) slowing loading operations and ageing infrastructure
(Port of Port Elizabeth) resulting in increased crane breakdowns.
q 5&650/45"5IPVSUBSHFUTBDIJFWFEXFSFBTGPMMPXT
 r %VSCBODPOUBJOFSTJODSFBTFECZ 
 r /HRVSBDPOUBJOFSTJODSFBTFECZ BOE
– Saldanha iron ore increased by 2,0%.

Vehicle units per STAT hour
q "MM WFIJDMF QSPEVDUJWJUZ UBSHFUT XFSF GBWPVSBCMZ FYDFFEFE BU BMM QPSUT  XJUI UIF
exception of the port of Port Elizabeth. This was due to longer ship turnaround
times caused by intemperate weather.

Tons per STAT hour
q -PBEJOHSBUFUBSHFUTXFSFGBWPVSBCMZFYDFFEFEGPSESZCVMLDBSHPBOETQFDJGJDBMMZ
for iron ore at Saldanha. However, coal loading performance at Richards Bay Coal
Terminal was 8,0% below budget. The unfavourable performance was due to the
failure of loading equipment as well as the impact of intemperate weather
throughout the year.

Anchorage waiting time
q 'PVSPVUPGUIFFJHIUDPNNFSDJBMQPSUTQFSGPSNFEGBWPVSBCMZBHBJOTUTFUUBSHFUT
q 1FSGPSNBODF BU 3JDIBSET #BZ  %VSCBO  1PSU &MJ[BCFUI BOE $BQF 5PXO GFMM TIPSU PG
performance targets due to the following inhibiting conditions:
– Adverse weather conditions.
– Vessels arriving earlier or later than scheduled.
– The failure of terminal loading equipment.
– Berth outages due to construction activities at high productivity berths (Durban).
– Industrial action by labour (Durban).
q %FWFMPQJOH B m)PMJTUJD 0QFSBUJPOT 4USBUFHZn UP FOBCMF UIF CVTJOFTT UP GPDVT PO
efficiencies across the port system and to promote a systematic way of achieving
operational objectives.
q $PODMVEJOH UIF DSJUFSJB GPS UFSNJOBM PQFSBUPSTn QFSGPSNBODF BOE OPSNT  JODMVEJOH
the implementation of a daily/weekly productivity review, and a review of
efficiencies and operational readiness. This enables operations to perform reliable
deviation analysis when assessing and addressing port efficiency issues.
q &TUBCMJTIJOH1JMPU1PSU0QFSBUJPOT$FOUSFT 10$ JO%VSCBOBOEBU)FBE0GGJDFUP
promote the adoption of a ‘systems view’ of total logistics in analysing port
performance.
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5. Regulatory and key stakeholder engagement
q 5IF 1PSUT 3FHVMBUPS FOHBHFE TUBLFIPMEFST PO NBUUFST SFMBUJOH UP UIF QPSU UBSJGG
methodology and pricing strategy. Significant progress has been made on these
issues with the support of the Ports Regulator.
q /BUJPOBM1PSUT"VUIPSJUZJTTVFEUFSNJOBMPQFSBUPSTEFFNFEMJDFOTFTBTSFRVJSFECZ
the National Ports Act (2005). This process was completed on 17 July 2012.
q m4nMJDFODFTJTTVFEUPQPSUTFSWJDFQSPWJEFSTXFSFBVEJUFEUPUFTUDPNQMJBODF

6. SHEQ
Safety
q "%*'3PG XBTBDIJFWFEBHBJOTUBUBSHFUPG 

Environment
q " TBWJOHXBTBDIJFWFEPOFMFDUSJDJUZDPOTVNQUJPOBHBJOTUBUBSHFUPG 
q #JPEJWFSTJUZFOIBODFNFOU

Social investment
q " LFZ GPDVT PG UIF $4* TUSBUFHZ JT UIF JNQSPWFNFOU PG .BUIFNBUJDT  1IZTJDBM
Science and English at high school level to promote a solid academic foundation for
future marine engineers. Accordingly, seven schools were ‘adopted’ in Cape Town,
Port Elizabeth, East London, Johannesburg and Saldanha Bay. The schools’
laboratories and libraries were refurbished and new desks and smart boards were
provided. In addition, Saturday classes were offered for Mathematics, Science
and English.
q 1FSGPSNJOHTBGFUZ IFBMUIBOEFOWJSPONFOU 4)& JOEVDUJPOQSPHSBNNFTBDDPSEJOH
to schedule.
q 1FSGPSNJOHQSPBDUJWFUFSNJOBMUFOBOUPWFSTJHIUBVEJUTBTQFSUIFBOOVBMTDIFEVMF
and continuing to develop environmental sustainability awareness to assist with
oversight procedures and audits.
q 6OEFSUBLJOH OFX PWFSTJHIU QSPDFEVSFT BOE QFSGPSNJOH 4)& BVEJUPST USBJOJOH UP
achieve standardisation across all ports.
q &NCFEEJOH B WJTJCMF mGFMU MFBEFSTIJQn UP DSFBUF BXBSFOFTT GPS B TBGF XPSLJOH
environment.
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7. Human capital
q  FNQMPZFFFRVJUZ && XBTBDIJFWFEBHBJOTUBUBSHFUPG 
q 1FPQMFXJUIEJTBCJMJUJFT 1X% SFQSFTFOUFE PGUIFXPSLGPSDFBHBJOTUBUBSHFU
of 1,3%.
q 5SBJOJOHTQFOE BTBPGQFSTPOOFMDPTU FYDFFEFEUIFUBSHFUPG CZ 
q 0GUPUBMFYJUT SFUJSFNFOUTBDDPVOUFEGPS  XJUIWPMVOUBSZFYJUTBDDPVOUJOHGPS
31,5%, and deaths 14,0%.
q 5IFSF XBT B NBSLFE JODSFBTF JO UIF SFTJHOBUJPOT PG FNQMPZFFT XJUI DSJUJDBM TLJMMT
However, all critical positions have been filled.
q 'JOBMJTJOHUIFmKPCHSBEJOHBOESFNVOFSBUJPOnNPEFM
q "MJHOJOH UIF USBJOJOH CVEHFU BOE USBJOJOH DPOUFOU UP JOEJWJEVBM EFWFMPQNFOU QMBOT
(IDPs).
q $POEVDUJOH WBSJPVT USBJOJOH QSPHSBNNFT GPS NBSJOF  FOHJOFFSJOH  QPSU QMBOOJOH 
real estate and supply chain practices at the School of Ports.
q $PNQMFUJOHUBMFOUNBOBHFNFOUSFWJFXT
q "MJHOJOH *%1T XJUI DSJUJDBM TLJMMT EFWFMPQNFOU PCKFDUJWFT BOE DMPTJOH DPNQFUFODZ
gaps in line with IDPs.
q .BOBHJOHTVDDFTTJPOQMBOOJOHQJQFMJOFTGPSTUSBUFHJDBOEDSJUJDBMQPTJUJPOTWJBUIF
talent management process.
q &TUBCMJTIJOHUIF"GSJDBO.BSJUJNF5SBJOJOH4DIPPMPG&YDFMMFODF
q m*OTPVSDJOHn  IFMJDPQUFS DBEFU QJMPUT UP DPNNFODF USBJOJOH BOE UP FOBCMF UIF
organisation to provide its own pilots for its helicopter fleet.

1PSUPG%VSCBOBUOJHIU
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8. Governance, building organisational readiness and a high
performance culture
q 4IPQGMPPSBVEJUTXFSFQFSGPSNFEPOTDIFEVMF
q #VTJOFTTDPOUJOVJUZNBOBHFNFOU #$. USBJOJOHBOEBXBSFOFTTQSPHSBNNFTXFSF
conducted at all ports.
q "OOVBM SJTL BTTFTTNFOUT XFSF DPNQMFUFE PO TDIFEVMF BOE SFDPNNFOEBUJPOT
implemented.
q 5IF &OUFSQSJTF 1FSGPSNBODF .BOBHFNFOU 0GGJDF VOJU JNQMFNFOUFE BOE USBDLFE
strategic capital projects to promote timely delivery.
q 5IFUFSNJOBMPQFSBUPSDPODFTTJPONPEFMXBTDPNQMFUFEBOEBHVJEJOHGSBNFXPSLJT
in place.
q "DUJPO QMBOT XFSF EFWFMPQFE GPMMPXJOH DPNQMFUJPO PG UIF DVMUVSF DIBSUFS TDPSJOH
and implementation is ongoing.

9. Sustainable economic, social and environmental impact
q /BUJPOBM1PSUT"VUIPSJUZNBEFTUSJEFTJOFNCFEEJOHTVTUBJOBCJMJUZJOUPPQFSBUJPOT
in 2013. In addition to performance noted above, these developments are reflected
in the SR 2013.
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Operating Division performance
Year ended
31 March 2013
R million

Year ended
31 March 2012
R million

Revenue



8 257

0,9

– Containers
– Break-bulk
– Dry bulk
– Liquid bulk
– Automotive
– Other




588



4 027
244
821
579
559
2 027

(17,6)
2,5
(0,1)
1,6
(7,5)
39,8

Salient features

%
change

Operating expenses

 

(2 504)

9,5

– Energy costs
– Maintenance
– Materials
– Personnel costs
– Other

 
 
 
 
 

(274)
(275)
(67)
(1 440)
(448)

28,8
0,4
11,9
2,2
26,3

1SPGJUGSPNPQFSBUJPOTCFGPSFEFQSFDJBUJPO 
EFSFDPHOJUJPOBOEBNPSUJTBUJPOBOEJUFNTMJTUFE
CFMPX &#*5%"
Depreciation, derecognition and amortisation

5 586
 

5 753
(1 248)

(2,9)
1,4

Profit from operations before items listed below
Impairments and fair value adjustments
Net finance costs



 

4 505
255
(1 427)

(4,1)
(57,6)
20,7

1SPGJUCFGPSFUBYBUJPO
Taxation


 

3 333
(1 124)

(18,8)
(30,7)

1SPGJUBGUFSUBYBUJPO



2 209

(12,8)

R million



60 659

%
%

 
 

69,7
54,6

(2,6)
(2,7)

%
times
R million


 


7,7
0,14
1 749

(0,8)
(7,1)
(2,9)

number
R million


 

3 422
2,41

4,8
(3,7)

Total assets (excluding CWIP)
1SPGJUBCJMJUZNFBTVSFT
EBITDA margin*
Operating margin**
Return on average total assets (excluding
CWIP)***
Asset turnover (excluding CWIP)****
$BQJUBMFYQFOEJUVSF?
&NQMPZFFT
Number of employees (permanent)
Turnover per employee


5,0

&#*5%"FYQSFTTFEBTBQFSDFOUBHFPGSFWFOVF
 1
 SPGJU GSPN PQFSBUJPOT CFGPSF JNQBJSNFOU PG BTTFUT  GBJS WBMVF BEKVTUNFOUT  OFU GJOBODF DPTUT BOE UBYBUJPO FYQSFTTFE BT B QFSDFOUBHF
of revenue.
 1
 SPGJUGSPNPQFSBUJPOTCFGPSFJNQBJSNFOUPGBTTFUT GBJSWBMVFBEKVTUNFOUT OFUGJOBODFDPTUTBOEUBYBUJPOFYQSFTTFEBTBQFSDFOUBHFPG
BWFSBHFUPUBMBTTFUTFYDMVEJOHDBQJUBMXPSLJOQSPHSFTT
3FWFOVFEJWJEFECZBWFSBHFUPUBMBTTFUTFYDMVEJOHDBQJUBMXPSLJOQSPHSFTT

?
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Key performance indicator
7PMVNFHSPXUI
– Containers
– Break-bulk
– Liquid bulk
– Dry bulk
– Vehicles
'JOBODJBMWBMVFDSFBUJPO
EBITDA margin
Operating profit margin
Gearing
Net debt to EBITDA
Return on average total assets
Asset turnover
Cash interest cover
*OGSBTUSVDUVSF
Capital expenditure(a)
0QFSBUJPOBMFGGJDJFODZ
5&6TQFS45"5IPVS
– Durban
– Cape Town
– Port Elizabeth
– Ngqura
7FIJDMFVOJUTQFS45"5IPVS
– Durban
– East London
– Port Elizabeth
5POTQFS45"5IPVS
– Richards Bay (RBCT)
– Saldanha (IOT)
4FSWJDFEFMJWFSZ
"ODIPSBHFXBJUJOHUJNF BWFSBHFIPVST
– Richards Bay
– Durban
– Port Elizabeth
– Ngqura
– Cape Town
– Saldanha
)VNBODBQJUBM
Training spend
Employee turnover
Employees headcount (permanent)
Revenue per employee
4BGFUZ IFBMUIBOEFOWJSPONFOU
Cost of risk
DIFR
B

Unit of
measure

2011
Actual

2012
Actual

2013
Target

2013
Actual

2014
Target

4 081
8,7
41,9
140,3
617 592

4 352
8,6
42,6
151,2
674 776

4 821,4
11,5
40,2
162,0
609 618

 
 
 
 


4 611
10,7
42,2
169,4
592 543

%
%
%
times
%
times
times

72,8
60,4
nr
nr
9,6
0,16
nr

69,7
54,6
42,1
nr
7,7
0,14
4,2

64,7
48,6
35,4
3,3
6,8
0,14
3,1

 
 
 


 


68,2
56,1
32,6
2,20
10,2
0,18
4,0

R million

2 031

1 749

2 376



2 554

40
26
36
nr

45
46
32
41

40
46
37
42


44



na
na
na
na

46

53

44



na

67

73

72

75

na

78

80

74

 

na

2 237
3 316

2 377
3 453

2 440
3 550




na
na

average hours
average hours
average hours
average hours
average hours
average hours

nr
nr
nr
nr
nr
nr

48
63
33
29
17
85

30
46
35
52
35
98



56
44



30
46
84
32
35
na

% of personnel
cost
%
number
R million

4,0
5,4
3 535
2,3

4,3
0,7
3 422
2,4

4,0
0,7
4 044
2,1






8,0
0,7
4 409
2,5

% of revenue
rate

nr
0,80

2,0
0,66

1,9
0,77


 

2,4
0,7

000 TEUs
mt
million kilolitres
mt
Units

TEUs/STAT hour
TEUs/STAT hour
TEUs/STAT hour
TEUs/STAT hour
Vehicles/
STAT hour
Vehicles/
STAT hour
Vehicles/
STAT hour
Tons/STAT hour
Tons/STAT hour

 $BQJUBMFYQFOEJUVSFFYDMVEFTDBQJUBMJTFECPSSPXJOHDPTUT

nr

Not reported.

na

Not applicable.

89

/BUJPOBM1PSUT"VUIPSJUZ

Performance indicators

NATIONAL PORTS AUTHORITY (continued)

LOOKING AHEAD

1. Finance and funding
q '
 JOBODJBMWBMVFDSFBUJPOUBSHFUTTFUGPSUIFZFBSBIFBEXJMMCF
achieved by ensuring effective review and report back of
business initiatives and financial performance evaluation on
a monthly basis.

2. Optimising capital investment
q * NQMFNFOUUIFTFWFOZFBSDBQJUBMJOWFTUNFOUQSPHSBNNFPG
R57,6 billion.
q %
 FFQFO UIF %VSCBO $POUBJOFS 5FSNJOBM CFSUI    BOE
205. Environmental authorisation is expected in August
2013, and the final design and execution business case is to
be tabled with the Transnet Board in the 2014 financial year.
q 1
 VSTVF UIF BDRVJTJUJPO PG BEKBDFOU TJUFT UP DPNQMFNFOU UIF
development of the new dug out port. The approval for the
acquisition of the supporting sites will allow further critical
design and environmental work to commence before planned
capital investment can begin.
q $
 POUJOVFUIFFYQBOTJPOPG$BQF5PXO$POUBJOFS5FSNJOBMUP
complete minor outstanding obligations.
q '
 JOBMJTF GVOEJOH GPS '&- PG UIF PSF FYQBOTJPO QSPKFDUr
phase 2 berth constructions, and commence same thereafter.
q ' JOBMJTF UIF DBTF GPS UIF EFWFMPQNFOU PG UIF /HRVSB
Manganese Terminal and target operations by the 2018
financial year.
q * NQSPWFEFMJWFSZPGJOGSBTUSVDUVSFBOEGMFFUNBJOUFOBODFCZ
enhancing the implementation of the Asset Management
Procedures and by improving the efficiency of the
procurement of maintenance materials and services.
Additional port inspections will be done to check the
development of maintenance plans on SAP.

3. Growing volumes and market share
q *NQMFNFOUBOESFWJFXBOFXCVTJOFTTEFWFMPQNFOUTUSBUFHZ
q 1
 SPNPUF JOUFHSBUFE LFZ BDDPVOU NBOBHFNFOU TP BT UP
mitigate fragmented customer solutions.
q .
 BSLFU UIF OBUJPOBM QPSU TZTUFN HMPCBMMZ UISPVHI FGGFDUJWF
promotional campaigns and improved market engagements.
q 1
 VSTVF mTn QSPDFTTFT JO UIF BQQPJOUNFOU PG TVJUBCMF
operators for new terminals and repair facilities.

4. Improving operational efficiencies
q &OIBODFUFSNJOBMPWFSTJHIUQFSGPSNBODFSFWJFXT
q $
 POUJOVFUPSPMMPVUBOEVUJMJTFPQFSBUJPOBMDFOUSFTUPFOBCMF
operational visibility of the port system supply chain.
q "
 EPQU B TZTUFNJD WJFX PG PQFSBUJPOBM QFSGPSNBODF UISPVHI
operational centres and the analysis of the total impact of
logistics on port performance.
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5. Regulatory
q 'JOBMJTFUIFUBSJGGNFUIPEPMPHZBOEQSJDJOHTUSBUFHZ
q 1FSGPSNMFHJTMBUJWFPWFSTJHIUSFWJFXTGPSTBGFUZ IFBMUIBOEFOWJSPONFOU 4)& 
q .POJUPSMJDFODFDPOEJUJPOTGPSQPSUTFSWJDFTBOEGBDJMJUJFT

6. SHEQ
Safety and health
q "
 DRVJSFBEEJUJPOBMUVHTBOEESFEHFSTGPSUIFNBSJOFGMFFUUPNJUJHBUFTBGFUZSJTLBOE
enhance energy management.
q .
 BJOUBJOUIFDVSSFOUHPPETBGFUZQFSGPSNBODFSFDPSEBOEBJNGPS[FSPUPMFSBODFGPS
safety incidents.
q 4
 USFOHUIFO UIF JOUFSOBM ESJWF UP JNQSPWF TUBGG QBSUJDJQBUJPO JO UIF BOOVBM IFBMUI
surveillance and management processes.

Environment
q $
 POUJOVFUPJNQSPWFTVTUBJOBCJMJUZSFQPSUJOHCZJNQMFNFOUJOHBSFQPSUJOHJOGPSNBUJPO
system.
q "
 VEJUPQFSBUJPOBMDPNQMJBODFXJUIUIF8BTUF"DUBOEVQEBUFQPSUXBTUFNBOBHFNFOU
plans whilst standardising waste management procedures across all operations.
q 1SPHSFTTUIFJNQMFNFOUBUJPOPG1PSUT"JS2VBMJUZ.BOBHFNFOU1MBOT
q $POUJOVFUPJNQMFNFOUQMBOTUPBEESFTTDPOUBNJOBUFEMBOEBDSPTTBMMQSPQFSUJFT
q $
 POUJOVFUPQFSGPSNUFOBOUT4)&BVEJUTBTQBSUPGUIF1PSUT"DU5FSNJOBM0WFSTJHIU
obligation.

7. Human capital
q 1SPNPUFUIFSFDSVJUNFOUPGQJMPUTBOEEFWFMPQJOIPVTFQJMPUBHFTLJMMT
q * ODSFBTF USBJOJOH BOE EFWFMPQNFOU PG TUBGG  FTQFDJBMMZ JO DSJUJDBM BSFBT TVDI BT
technical, engineering, safety, operations, projects and ICT.
q * OUSPEVDF NFBTVSFT UP SFEVDF FNQMPZFF UVSOPWFS GPS UIF ZFBS BIFBE BOE UP SFUBJO
professionals with critical skills.
q #FODINBSLUIFSFUFOUJPOTUSBUFHJFTPGPUIFSTVDDFTTGVMDPNQBOJFT
q *NQSPWFTVDDFTTJPOQMBOOJOHBOENBOBHFNFOUQSBDUJDFT
q "
 OBMZTFBOESFWJFXFYJUEPDVNFOUTUPHBVHFLFZESJWFSTBOEQBUUFSOTGPSFNQMPZFF
resignations and implement retention strategies accordingly.

8. Governance, building organisational readiness and a high
performance culture
q &
 NCFE UIF WBMVFT BOE CFIBWJPVS FODPNQBTTFE JO UIF DVMUVSF DIBSUFS CZ JOUSPEVDJOH
change management initiatives across the organisation.
q &NCFETVTUBJOBCJMJUZJOUPPQFSBUJPOT UBSHFUT SJTLNBOBHFNFOUBOEQFSGPSNBODF
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PORT TERMINALS

Port Terminals
BUSINESS OVERVIEW

T

ransnet Port Terminals (Port Terminals)
provides cargo handling services to a wide
spectrum of customers from across the
economy, including the shipping industry, vehicle
manufacturers, and the agricultural and mining
industries. Customers include shipping lines,
freight forwarders and cargo owners.
Port Terminals manages 16 cargo terminal facilities across
seven South African ports with a staff complement of 6 662.
Its operations target four major market sectors, namely the
automotive sector, containers, bulk and break-bulk, organised
according to their respective geographical regions.
With more than 90,0% of the world’s trade volumes being
seaborne and approximately 98,0% of South Africa’s exports
conveyed by sea, the country’s commercial ports play a
strategic role by facilitating trade and helping to shape the
economic growth and development of the entire southern
African region.

View of containers and new tandem
lift ship-to-shore cranes at the Port of
Cape Town.
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Key strategic MDS imperatives for Port Terminals include:
q * OWFTUNFOU PG 3  CJMMJPO PWFS UIF OFYU TFWFO ZFBST UP DSFBUF OFX DBQBDJUZ GPS UFSNJOBMT UP NFFU
projected demand.
q &OBCMJOH VODPOTUSBJOFE HSPXUI JO MJOF XJUI UIF /(1 BOE /%1  XJUI QBSUJDVMBS FNQIBTJT PO DBQBDJUZ
expansion.
q $SFBUJOHXPSMEDMBTTPQFSBUJPOTCZDPOUJOVPVTMZJNQSPWJOHPQFSBUJPOBMFGGJDJFODJFT
q & YQBOEJOH JOWFTUNFOUT JO JOGSBTUSVDUVSF BOE FRVJQNFOU UP GBDJMJUBUF HSPXUI  XIJMF IBSOFTTJOH TVQQMJFS
development and skills transfer strategies.
q *ODSFBTJOH 1PSU 5FSNJOBMTn GPPUQSJOU JO UIF SFTU PG UIF XPSME CZ PQFSBUJOH UFSNJOBMT BOE PGGFSJOH
operational, technical and systems guidance.
q *NQSPWJOHMPHJTUJDTGPSFYJTUJOHBOEOFXNBSLFUT
q *ODSFBTJOHUIFSFHJPOBMJOUFSDPOOFDUJWJUZCFUXFFOUIFQPSUTBOESBJMPG4PVUI"GSJDBBOE4PVUIFSO"GSJDB
q %FWFMPQJOHBOEFYFDVUJOHUIFNBJOUFOBODFTUSBUFHZUPFOTVSFFRVJQNFOUSFMJBCJMJUZ
q 3FGJOJOHQFSGPSNBODFNBOBHFNFOUTZTUFNT
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1. Finance and funding
q 3FWFOVFGPSUIFZFBSJODSFBTFECZ UP3NJMMJPO 3NJMMJPO 
q 5IF DPOUBJOFS TFDUPSnT SFWFOVF JODSFBTFE CZ   UP 3  NJMMJPO 
R3 799 million), albeit R882 million below target. The increase was primarily due to
tariff increases as volumes were 1,6% below that of the previous year. Container
performance fell short of targets as a result of lacklustre volumes in the wake of
the European financial crisis as well as transshipments being 11,0% below target.
Low transshipment volumes resulted mainly from shipping lines changing their
routes to favour direct shipments as part of their austerity measures in the wake of
the Euro zone crisis.
q #VMLTFDUPSSFWFOVFJODSFBTFECZ UP3NJMMJPO 3NJMMJPO BOE
exceeded the target of R2 337 million by R8 million. This was due to an increase in
volumes as well as a favourable price variance against target for iron ore shipped
through the bulk plant at Saldanha.
q 3FWFOVFT JO UIF #SFBLCVML TFDUPS SFEVDFE CZ   UP 3 NJMMJPO 
R711 million) due to lower than expected demand. Revenue was, moreover,
R123 million below the target of R737 million. The general international trend
showed a decline in break-bulk volumes.
q "VUPNPUJWFWPMVNFTSFGMFDUFENBSHJOBMHSPXUIBOEGBJSFEGBWPVSBCMZDPNQBSFEUP
the target for the year. Revenue, however, declined by 6,5% to R462 million (2012:
R494 million) due to an unfavourable mix and was R40 million below the target of
R501 million.
q 0QFSBUJOH FYQFOTFT XFSF   VQ GSPN UIF QSFWJPVT ZFBS CVU SFGMFDUFE B
R268 million saving against the 2013 target. The year-on-year increase was mainly
due to higher fuel and electricity costs, salary and wage increases and additional
spend resulting from an increased focus on maintenance.
q 0QFSBUJOHFYQFOTFTGVSUIFSJODMVEFETVQQMJFSEFWFMPQNFOU 4% TQFOEPG3NJMMJPO
and enterprise development (ED) spend of R6 million respectively.

3JDIBSET#BZ 1JFS 1SPNJTF.CVZB[JPQFSBUJPOBMTVQFSWJTPS MFGU BOE,IBOZJ.LIJ[FDBSHPDPPSEJOBUPS
SJHIU OFYUUPOFXSFBDITUBDLFSBOEGPSLMJGU
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q %FTQJUF VQXBSE QSFTTVSF PO DPTUT  1PSU 5FSNJOBMT TBWFE 3 NJMMJPO UISPVHI
stringent cost saving measures aimed at mitigating the adverse impact of the
sluggish economic climate.
q 5IF OFU JNQBDU PO &#*5%" XBT B   EFDSFBTF UP 3  NJMMJPO 
R2 211 million). This was also 24,2% below the target of R2 634 million. As a result,
the EBITDA margin declined from 31,3% to 26,9%.
q "EEJUJPOBM EFQSFDJBUJPO XBT QSJNBSJMZ EVF UP UIF GPDVT PO DBQJUBM JOWFTUNFOU UP
create capacity ahead of demand. Furthermore, R2 billion worth of infrastructure
assets were transferred to Port Terminals from the National Ports Authority in
order to comply with the provisions of the National Ports Act. The decision to
transfer was made after the completion of the 2013 target and had an unplanned
impact on depreciation for the year.
q 5IFPQFSBUJOHQSPGJUNBSHJOEFDSFBTFEUP    
q $BTIJOUFSFTUDPWFSXBT UJNFT DPNQBSFEUPUIFUBSHFUPG UJNFTEVFUPUIF
lower cash generated from operations after working capital changes. The target for
cash generated from operations after working capital changes was R2 775 million,
compared to the actual for the year of R3 602 million.

2. Optimising capital investments
q $BQJUBM JOWFTUNFOU JODSFBTFE CZ   UP 3  NJMMJPO  3  NJMMJPO 
This was largely due to the implementation of the MDS to create capacity ahead of
demand.
q 3NJMMJPOXBTJOWFTUFEBUUIF%VSCBO$POUBJOFS5FSNJOBM1JFSGPSTFWFOUBOEFN
lift cranes. Of the seven, three were commissioned in 2013 and the remaining four
are in the process of being commissioned.
q 3NJMMJPOXBTJOWFTUFEBUUIF%VSCBO.BZEPO8IBSG3P3PUFSNJOBMGPSDPOUBJOFS
handling equipment.
q 4IJQMPBEFSVOMPBEFS FRVJQNFOU BDDPVOUFE GPS B 3 NJMMJPO JOWFTUNFOU BU
Richards Bay.
q 3NJMMJPOXBTJOWFTUFEJODPOUBJOFSIBOEMJOHFRVJQNFOU NPCJMFDSBOFT USVDLT 
trailers and reach stackers).
q 0SEFST XFSF QMBDFE GPS GPVS 4IJQUP4IPSF 454  $SBOFT BOE  3VCCFS 5ZSFE
Gantries (RTGs) for the Ngqura container terminal.

3. Growing volumes and market share
Automotive sector
q "VUPNPUJWFTFDUPSWPMVNFTJODSFBTFECZ 
q 7PMVNFT XFSF   BCPWF UBSHFU  XJUI JNQPSUT CFJOH   BCPWF BOE FYQPSUT
being 19,4% above target.
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Container sector
q *U XBT B DIBMMFOHJOH ZFBS GPS UIF DPOUBJOFS TFDUPS  XJUI HMPCBM BOE MPDBM NBSLFU
conditions impacting heavily on both imports and exports.
q $POUBJOFS WPMVNFT GPS UIF ZFBS XFSF   CFMPX UBSHFU  XJUI JNQPSUT BU  
below, exports at 11,2% below, and transshipments at 22,3% below target.
q 5SBOTTIJQNFOUUSBGGJDUP4PVUI"GSJDBSFEVDFEEVFUPTIJQQJOHMJOFTDIBOHJOHUIFJS
shipping routes to direct calls so as to reduce their operating costs.
q %VSCBOWPMVNFTXFSFIBNQFSFECZCFSUIPVUBHFTBU1JFSBOEMPXFNQMPZFFNPSBMF
at Pier 1.

Bulk sector
q 0WFSBMMUIFCVMLTFDUPSSFGMFDUFEQPTJUJWFHSPXUIPG DPNQBSFEUPUIFQSFWJPVT
year. However, the recent unrest in the mining sector had an adverse effect on the
delivery of bulk commodities to the ports, which has resulted in reduced bulk
volumes.
q #VMLWPMVNFTXFSF CFMPXUBSHFU XJUIJNQPSUTBU CFMPXBOEFYQPSUTBU
6,4% below target.
q *SPOPSFFYQPSUTXFSF CFMPXUBSHFUQBSUMZEVFUPTUSJLFTBUUIFNJOFT'VSUIFS 
equipment failures and poor weather conditions impacted loading rates and volume
throughput.
q .BOHBOFTFFYQPSUTXFSF BCPWFUBSHFUEVFUPJODSFBTFEEFNBOEGSPN$IJOB
q $ISPNF PSF FYQPSUT BU 3JDIBSET #BZ XFSF   BCPWF UBSHFU EVF UP BO JODSFBTF
in demand as a result of the closure of ferrochrome furnaces (Eskom electricity
buy-back).
q $PLJOHDPBMJNQPSUTXFSF CFMPXUBSHFUEVFUPMPXFSEFNBOE
q 1PSU&MJ[BCFUINBOHBOFTFWPMVNFTJODSFBTFECZ 

Break-bulk sector
q #SFBLCVML WPMVNFT SFGMFDUFE B OFHBUJWF HSPXUI PG    FOEJOH UIF ZFBS BU
6,7% below target, with imports being 25,4% above target and exports 24,0%
below target.
q %FTQJUFHMPCBMFDPOPNJDGBDUPSTJNQBDUJOHNBOZPGUIFNBKPSFYQPSUDPNNPEJUJFT
at Richards Bay, export volumes increased by 20,0%.
q 'FSSPDISPNF XBT TJHOJGJDBOUMZ CFMPX UBSHFU BT B SFTVMU PG UIF &TLPN FMFDUSJDJUZ
buy-back.
q 4BMEBOIB .15 TUFFM FYQPSUT XFSF BCPWF UBSHFU BT B SFTVMU PG CVNQFS NJOFSBM PSF
exports and the import of pellets was boosted by the 6,6% increase in iron
ore exports.

98

INTEGRATED REPORT 2013

1PSUT5FSNJOBMT

4. Improving operational efficiencies
q 1FSGPSNBODF SBUFT VOJUT NPWFE QFS IPVS  FYDFFEFE UBSHFUT BU UIF UFSNJOBMT PG
Durban, Port Elizabeth and East London, with Durban achieving 136 moves per hour
BHBJOTU B UBSHFU PG  BOE 1PSU &MJ[BCFUI BOE &BTU -POEPO BDIJFWJOH  BOE
177 moves per hour respectively, both against a target of 150.
q 3JDIBSET #BZ %SZ #VML 5FSNJOBMnT %#5  MPBEJOH SBUF JODSFBTFE CZ    GSPN
678 tons per hour to 729 tons per hour. Further, a project to optimise the tippler
process at DBT terminal enabled Port Terminals to achieve its 12-hour wagon
tipping target per train.
q "U UIF 4BMEBOIB *SPO 0SF 5FSNJOBM UIF BWFSBHF UPOT MPBEFE QFS IPVS JNQSPWFE CZ
6,0%, from 7 158 tons per hour to 7 558 tons per hour.
q .PWFTQFS(SPTT$SBOF)PVS ($) BOE4IJQ8PSLJOH)PVS 48) XFSFTMVHHJTIBU
Durban Container Terminal’s Pier 1 due to challenges arising from insufficient
planning and low employee morale. These issues have since been addressed and an
improvement in performance is expected in the year ahead. These challenges
resulted in a decrease to 23GCH for the year.
q %FTQJUF TVGGFSJOH UIF MPTT PG UXP CFSUIT GPS NPTU PG UIF ZFBS EVF UP DSBOF SBJM
construction to accommodate the commissioning of seven new tandem lift Ship-toShore (STS) cranes), Pier 2 achieved a 21,7% improvement in GCH.
q 5IFQPSUPG/HRVSBBDIJFWFEB JNQSPWFNFOUJO($)
q $BQF5PXO$POUBJOFS5FSNJOBMBDIJFWFEB JNQSPWFNFOUJO($)
q *NQMFNFOUJOHB5SVDL"QQPJOUNFOU4ZTUFNBU%VSCBO$POUBJOFS5FSNJOBMnT1JFS
q -BVODIJOH B DVTUPNFS TBUJTGBDUJPO ESJWF XJUI m.BSDIn CFJOH MBCFMMFE BT o$VTUPNFS
'PDVTp NPOUI 5IJT JODMVEFE QFSGPSNJOH DVTUPNFS QFSDFQUJPO TVSWFZT BOE
implementing corrective plans.

5. Regulatory
q 1PSU5FSNJOBMTBQQMJFEGPSUFSNJOBMPQFSBUPSMJDFODFTBOEIBTCFFOJTTVFEXJUI
all its terminal operator licences with effect from 1 July 2012, except for the
Ngqura Container Terminal.
q " $POUBJOFS 5FSNJOBM 0QFSBUPS -JDFODF IBT CFFO HSBOUFE GPS /HRVSB JO UFSNT PG
section 57 of the National Ports Act, pursuant to the Minister of Transport issuing
a section 79 directive. Port Terminals is to operate the Port of Ngqura for a limited
period of three years, with effect from 3 October 2012, subject to the National
Ports Authority beginning a competitive process for the licensing of the Port of
Ngqura in accordance with section 56 of the National Ports Act.
q $VSSFOUMFHJTMBUJPOQPTFEBDIBMMFOHFEVSJOHUIFZFBS JOUIBUUIF/BUJPOBM$PNNFSDJBM
Ports Policy and the National Ports Act do not adequately address the role of a
State-owned Company in a developmental state. The legislation further promotes
inter- and intra-port competition rather than promoting a complementary system
of ports, which is critical to support a single call strategy for the shipping lines to
reduce the sea freight cost.
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6. SHEQ
Safety
q 1PSU5FSNJOBMTBDIJFWFEB%*'3PG  XIJDIXBTCFMPXUIFUBSHFUPG 
q 5IFDPTUPGSJTLXBTMJNJUFEUP  BOECFMPXUIFUBSHFUPG 

Environment
q ;FSPFOWJSPONFOUBMJODJEFOUTPDDVSSFEEVSJOHUIFZFBS
q "MMUFSNJOBMTBSFDFSUJGJFE*40&OWJSPONFOUBM.BOBHFNFOU4ZTUFNDPNQMJBOU
q 1SPNPUJOH WBMVFESJWFO BOE QSPBDUJWF TBGFUZ MFBEFSTIJQ UP JNQSPWF TBGFUZ
awareness and behaviour. This includes monitoring three key performance
JOEJDBUPST OBNFMZOVNCFSPGTBGFUZJODJEFOUTUIFDPTUPGSJTLBTBQFSDFOUBHFPG
SFWFOVFBOEUIFEJTBCMJOHJOKVSZGSFRVFODZSBUF %*'3 
q &NCFEEJOH UIF 'JWF 4T 1SPHSBNNF TZTUFNT  TVSWFJMMBODF  TIBSJOH PG MFTTPOT
learned, sanitation and self-care) to support ‘fitness for duty’, and to prevent
uncontrolled, unplanned absenteeism.
q 3FGJOJOH BOE FNCFEEJOH UIF JOUFHSBUFE 4)&234 NBOBHFNFOU TZTUFN GPS BMM
elements, namely: safety, health, environment, quality and railway safety
management.
q 6OEFSUBLJOHFYUFSOBMTBGFUZBVEJUTUPFOTVSFTVTUBJOFEBTTVSBODF/04"VOEFSUPPL
16 Safety audits nationally.
q &NCFEEJOH UIF m DSJUJDBM TBGFUZ DPOUSPMTn CZ JNQMFNFOUJOH UIF 0)4"4 
safety and health programme.
q 1FSGPSNJOHIJTUPSJDBMSFWJFXTPGFMFDUSJDBMDPOTVNQUJPOBOEFOHBHJOHTQFDJBMJTUTUP
guide the Business in reducing usage. This included installing 468 electricity meters
across the port terminals.
q *NQSPWJOHGVFMDPOTVNQUJPOUISPVHIUIFTUSBEEMFDBSSJFSSFQMBDFNFOUQSPHSBNNF
q 6OEFSUBLJOHXBUFSVTBHFSFWJFXTBOEJOJUJBUJOHBQSPDFTTXIFSFCZXBUFSNFUFSTBSF
being installed at all facilities to ensure water usage remains in line with sustainability
objectives.
q 1MBDJOHFOWJSPONFOUBMNBOBHFNFOUFNQIBTJTPOCVMLUFSNJOBMT 4BMEBOIB 3JDIBSET
Bay and Port Elizabeth), where environmental challenges are prevalent.

7. Human capital
q #MBDL QSPGFTTJPOBMT SFQSFTFOUFE   PG UIF UPUBM XPSLGPSDF BHBJOTU B UBSHFU
of 75,0%.
q 1FPQMFXJUIEJTBCJMJUJFT 1X% SFQSFTFOUFE PGUIFXPSLGPSDFBHBJOTUBUBSHFU
of 1,3%.
q 8PNFOSFQSFTFOUFE PGUIFXPSLGPSDFDPNQBSFEUPUIFUBSHFUPG 
q 5SBJOJOH FYQFOEJUVSF BNPVOUFE UP   PG QFSTPOOFM DPTUT  FYDFFEJOH UIF UBSHFU
of 2,8%.
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q &NQMPZFFUVSOPWFSBTBU.BSDIXBT  FNQMPZFFT DPNQBSFEUPUIF
7,6% target.
q 0G UPUBM FYJUT  SFUJSFNFOUT BDDPVOUFE GPS    FNQMPZFFT  WPMVOUBSZ FYJUT
BDDPVOUFEGPS  FNQMPZFFT EFBUITBDDPVOUFEGPS  FNQMPZFFT 
FNQMPZFSJOJUJBUFETFQBSBUJPOTBDDPVOUFEGPS  FNQMPZFFT PGUPUBMFYJUT
and secondments accounted for 2,1% of total exits (six employees).
q &NQMPZFF QFSNBOFOU IFBEDPVOU JODSFBTFE CZ    BMCFJU UIF QPPS FDPOPNJD
climate prevented the expected 32,0% increase in employee numbers.
q  BQQSFOUJDFT XFSF SFDSVJUFE BHBJOTU B UBSHFU PG   "SUJTBOT RVBMJGJFE
BHBJOTUBUBSHFUPG5FDIOJDBMFNQMPZFFTXFSFSFDSVJUFEBHBJOTUBUBSHFUPG
BOE1X%XFSFSFDSVJUFEBHBJOTUBUBSHFUPG
q "UPUBMPGFNQMPZFFTXFSFUSBJOFEEVSJOHUIFZFBS XIJDIJODMVEFE
– Registering seven women on the Port Terminals Women in Operations
Programme.
– Enrolling 54 learners on GIT, EIT and TIT programmes.
– Enrolling 30 unemployed learners on the Certificate in Freight Handling
Learnership Programme.
– Enrolling 26 PwD learners on the Business in Administration Learnership
Programme.
q *NQMFNFOUJOHUFNQPSBSZTUBGGGBDJMJUJFTBU%VSCBO1JFS XJUIQFSNBOFOUGBDJMJUJFT
under construction and due for completion in 2014.
q *OUSPEVDJOH JOUFSOBM FNQMPZFF NFOUPSJOH UP GPTUFS mCVTJOFTT DBTF EFWFMPQNFOUn
skills. Fifteen planner mentors were trained and are now able to deliver both basic
and advanced training.
q 0QFSBUPSUSBJOJOHXBTDPOEVDUFEGPSUIFTIJQVOMPBEFSJO3JDIBSET#BZ

8. Governance, building organisational readiness and a high
performance culture
q 0QFSBUJPOBMSFBEJOFTTQSPKFDUTXFSFJOUSPEVDFEGPSOFXUBOEFNMJGUDSBOFT
q 5IF1FPQMF5SBOTGPSNBUJPO6OJUXBTFTUBCMJTIFEBOENPCJMJTFEUPSFBMJHOFNQMPZFFTn
personal visions with the strategic intent of the MDS as well as promoting the
values of the organisation.
q 4FQBSBUF BOE EJTUJODU JODFOUJWF TDIFNFT XFSF BMJHOFE JOUP B TJOHMF $POUBJOFS
Sector Productivity Scheme (CSPS). Previously each container terminal had a
separate collective agreement governing its container incentive scheme. Following
consultations with labour, the new scheme was implemented on 1 November 2012
and is subject to a review after six months.

9. Sustainable economic, social and environmental impact
q 1PSU 5FSNJOBMT NBEF TUSJEFT JO FNCFEEJOH TVTUBJOBCJMJUZ JOUP PQFSBUJPOT JO 
In addition to the performance noted above, these developments are reflected in
the SR 2013.
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Operating Division performance
Year ended
31 March 2013
R million

Salient features

Year ended
31 March 2012
R million

%
change
5,2

Revenue



7 055

– Containers
– Bulk
– Break-bulk
– Automotive






3 799
2 051
711
494

5,4
14,3
(13,6)
(6,5)

Operating expenses

 

(4 844)

12,1

– Energy costs
– Maintenance
– Materials
– Personnel costs
– Other

 
 
 
 
 

(379)
(248)
(316)
(2 519)
(1 382)

15,8
13,7
10,8
7,7
18,9

1SPGJUGSPNPQFSBUJPOTCFGPSFEFQSFDJBUJPO 
EFSFDPHOJUJPOBOEBNPSUJTBUJPOBOEJUFNTMJTUFECFMPX
&#*5%"
Depreciation, derecognition and amortisation


 

2 211
(1 133)

(9,7)
25,0


 
 

1 078
2
(315)

(46,2)
(>100,0)
8,6

1SPGJUCFGPSFUBYBUJPO
Taxation


 

765
(221)

(71,5)
(58,8)

1SPGJUBGUFSUBYBUJPO



544

(76,7)

R million



12 299

%
%
%
times
R million

 


 


31,3
15,3
8,8
0,57
1 472

(4,4)
(7,5)
(4,7)
(8,8)
50,0

number
R million


 

6 211
1,14

7,3
(2,6)

Profit from operations before items listed below
Impairments and fair value adjustments
Net finance costs

5PUBMBTTFUT FYDMVEJOH$8*1
1SPGJUBCJMJUZNFBTVSFT
EBITDA margin*
Operating margin**
Return on average total assets (excluding CWIP)***
Asset turnover (excluding CWIP)****
$BQJUBMFYQFOEJUVSF?
&NQMPZFFT
Number of employees (permanent)
Revenue per employee


32,1

&#*5%"FYQSFTTFEBTBQFSDFOUBHFPGSFWFOVF
 1
 SPGJUGSPNPQFSBUJPOTCFGPSFJNQBJSNFOUPGBTTFUT GBJSWBMVFBEKVTUNFOUT OFUGJOBODFDPTUTBOEUBYBUJPOFYQSFTTFEBTBQFSDFOUBHFPG
revenue.
 1
 SPGJUGSPNPQFSBUJPOTCFGPSFJNQBJSNFOUPGBTTFUT GBJSWBMVFBEKVTUNFOUT OFUGJOBODFDPTUTBOEUBYBUJPOFYQSFTTFEBTBQFSDFOUBHFPG
BWFSBHFUPUBMBTTFUTFYDMVEJOHDBQJUBMXPSLJOQSPHSFTT
3FWFOVFEJWJEFECZBWFSBHFUPUBMBTTFUTFYDMVEJOHDBQJUBMXPSLJOQSPHSFTT

?

"DUVBM DBQJUBM FYQFOEJUVSF SFQMBDFNFOU  FYQBOTJPO  FYDMVEJOH CPSSPXJOH DPTUT BOE JODMVEJOH DBQJUBMJTFE EFDPNNJTTJPOJOH SFTUPSBUJPO
liabilities.
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Performance indicators
Key performance indicator
7PMVNFHSPXUI
Containers
Break-bulk
Bulk
Vehicles
'JOBODJBMWBMVFDSFBUJPO
EBITDA margin
Operating profit margin
Gearing
Net debt to EBITDA
Return on average total assets
Asset turnover (excluding CWIP)
Cash interest cover
*OGSBTUSVDUVSF
Capital investments (a)
0QFSBUJPOBMFGGJDJFODZ
.PWFTQFSHSPTTDSBOFIPVS
– DCT Pier 1#
– DCT Pier 2 (prime berths) #
– CTCT#
– PE
– Ngqura #
$POUBJOFSTNPWFTQFSTIJQXPSLJOHIPVS
– DCT Pier 1
– DCT Pier 2 (prime berths)
– CTCT
– PE
– Ngqura
$POUBJOFSEXFMMUJNF
DCT Pier 1 and 2 (average) (c)
5SVDLUVSOBSPVOEUJNF
DCT Pier 1#
DCT Pier 2 #
CTCT#
Ngqura #
RB MPT(Bulk) #
RB MPT(Containers) #
-PBEJOHSBUF QFSIPVS
– Saldanha Iron Ore Terminal
RB DBT – loading
RB DBT – offloading
4FSWJDFEFMJWFSZ
Container terminal berthing delays
(hour-contractual) (b)

UoM

2011
Actual

2012
Actual

2013
Target

2013
Actual

2014
Target

‘000 TEUs
mt
mt
units

4 017
10,3
67,5
617 588

4 305
8,9
74,0
672 536

4 897
10,3
82,0
609 618


 
 


4 600
10,4
84,8
593 064

%
%
%
times
%
times
times

34,5
18,7
na
na
10,5
0,56
na

31,3
15,3
na
na
8,8
0,57
na

32,0
17,4
35,1
1,5
11,6
0,64
8,1

 
 
 
 
 
 
 

31,0
11,6
42,0
2,4
5,8
0,45
4,8

R million

866

1 472

2 551



1 859

number
number
number
number
number

26
23
25
25
24

27
23
28
27
30

30
28
32
25
32







28
30
32
27
32

number
number
number
number
number

40
47
46
37
40

44
42
57
38
47

53
55
48
38
50



55

54

53
68
55
45
55

days

na

na

4



3

minutes
minutes
minutes
minutes
minutes
minutes

45
46
na
na
na
na

43
44
na
na
na
na

35
35
35
35
20
35

47






35
35
35
35
35
35

tons
tons
tons

6 959
660
425

7 242
678
445

7 880
700
500

7 899



8 094
700
500

hours

na

na

16

 

na

% of personnel
costs
%
number
(R million)

3,7
5,5
5 867
1,08

4,7
5,1
6 211
1,14

2,8
7,6
8 183
1,17

 


 

3,1
7,5
7 269
1,23

% of revenue
rate

na
0,51

3,04
0,62

3,24
0,80

 
 

3,30
0,78

)VNBO$BQJUBM
Training spend
Employee turnover
Employee headcount(permanent)
Revenue per employee
4BGFUZ IFBMUIBOEFOWJSPONFOU
Cost of risk
DIFR
B

 &YDMVEJOHUIFDBQJUBMJTBUJPOPGCPSSPXJOHDPTUTBOEJODMVEJOHDBQJUBMJTFEEFDPNNJTTJPOJOHSFTUPSBUJPOMJBCJMJUJFT
Container terminal average.
D
Target refers to imports.
#
 4IBSFIPMEFS$PNQBDU
na
Not applicable.
C
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LOOKING AHEAD

1. Finance and funding
q

Financial value creation targets set for the year ahead will be
achieved by ensuring effective review and report back of
business initiatives and financial performance evaluation on
a monthly basis.

2. Optimising capital investment
Invest R36,9 billion in port infrastructure over the next seven
years (from 2014 to 2020). Strategic investments planned for
the period include:
q 3JDIBSET#BZ&YQBOTJPO1SPKFDU3 CJMMJPO
q &
 YQBOTJPO PG /HRVSB $POUBJOFS 5FSNJOBM CZ   5&6T
per annum: R1,1 billion.
q &
 YQBOTJPOPGUIF4BMEBOIB*SPO0SF5FSNJOBMGSPNNUQBUP
82mtpa: R3,5 billion.
q 5
 IFDSFBUJPOPGBUXPCFSUINBOHBOFTFGBDJMJUZBUUIF1PSUPG
Ngqura to create capacity of 12mtpa: R7,2 billion.
q $
 BQBDJUZ DSFBUJOH QSPKFDUT BU 3JDIBSET #BZ UFSNJOBMT
R0,9 billion.
q 7
 BSJPVT QSPKFDUT BJNFE BU DSFBUJOH DBQBDJUZ UP NFFU UIF
projected demand (80,0% of total investment is focused on
expansion projects).

3. Growing volumes and market share
q $
 POUJOVF to develop a customer-centred culture to support
and sustain superior customer service delivery within Port
Terminals’ existing market.
q $
 SFBUF JOOPWBUJWF TUSBUFHJFT UP EFMJWFS QMBOOFE WPMVNFT
under evolving market conditions. This could lead either to
steady incremental improvements or radical change in
productivity, process efficiency and service delivery.
q * ODSFBTFUIFTDPQFPG1PSU5FSNJOBMnTPQFSBUJPOTCZJODMVEJOH
other components of the logistics supply chain as well as
exploring terminal operations outside of South Africa.
Opportunities will be explored for moving beyond a
concentration of Port Terminals’ ship-to-shore activities (and
vice versa) and quayside storage activities.

4. Improving operational efficiencies
q $
 POUJOVFUPJNQSPWFPQFSBUJPOBMFGGJDJFODJFTXJUISFTQFDUUP
moves per gross crane hour (GCH) and ship working hour in
light of increased competition resulting from the provisions
of the National Ports Act. Port Terminals anticipates a
32 average GCH at both Ngqura Terminal and Cape Town
Container Terminal in the year ahead, with Durban Container
Terminal’s Pier 2 averaging 30 GCH for its prime berths.
q * NQSPWF($)BU%VSCBO$POUBJOFS5FSNJOBMnT1JFSXJUIUIF
introduction of the seven tandem lift ship-to-shore cranes,
which can lift up to four six-metre containers simultaneously.
The full potential of these cranes will only be realised in
future years when operational planning and vessel stows are
enhanced to use its tandem lift functionality.
104

INTEGRATED REPORT 2013

q $POUJOVFUPBEESFTTFYJTUJOg operational processes to improve rail turnaround times.

5. Regulatory
q (
 FBSUPXBSETBCJEUPPQFSBUFUIF/HRVSB$POUBJOFS5FSNJOBMBTBUSBOTTIJQNFOUIVC
within its group of complimentary container terminals.
q 1SFQBSFGPSUIFCJEUPPQFSBUFUIFNBOHBOFTFUFSNJOBMJOUIF1PSUPG/HRVSB

6. SHEQ
Safety and health
q $
 POUJOVFUPQSPNPUFBWBMVFESJWFOBOEQSPBDUJWFTBGFUZMFBEFSTIJQFUIPTBOEFNCFE
a progressive approach to change human factors to improve safety and behaviour.

Environment
q $
 POUJOVF UP SPMM PVU UIF FOWJSPONFOUBM QMBO UP TUSFOHUIFO BOE TVQQPSU UIF TUSBUFHZ
and direction for the integrated SHEQ/RS Management System (an integrated
system to manage safety, health, environment and quality/railway safety).
q 1
 SJPSJUJTF UIF NPOJUPSJOH BOE NBOBHFNFOU PG BJS FNJTTJPOT BT B SFTVMU PG 1PSU
Terminals’ activities to minimise environmental impacts.
q $
 POUJOVFUPJNQMFNFOUFOWJSPONFOUBMQMBOTBUUIFCVMLUFSNJOBMTXIFSFFOWJSPONFOUBM
challenges are prevalent and ensure legal compliance as a minimum standard for all
environmental aspects.
q .
 BJOUBJO UIF *40  &OWJSPONFOUBM .BOBHFNFOU 4ZTUFNT BU BMM UFSNJOBMT UP
control, minimise and reduce environmental impacts.
q $PNNJTTJPOUIF3FWFSTF0TNPTJT1MBOUJO4BMEBOIB
q $
 POUJOVF UP JNQSPWF GVFM DPOTVNQUJPO XJUI UIF TUSBEEMF DBSSJFS SFQMBDFNFOU
programme.

Quality
q .
 BJOUBJO UIF *40  2VBMJUZ .BOBHFNFOU TZTUFN BU BMM UFSNJOBMT BOE DPOUJOVBMMZ
improve performance against quality parameters.

7. Human capital
q * ODSFBTFQFSNBOFOUIFBEDPVOUGSPNJOUPJOUIFZFBSBIFBE XJUIB
projected increase of 8 297 by 2020.
q *ODSFBTFFYQFOEJUVSFJOUIFSFDSVJUNFOUPGXPNFOBOE1X%
q 'JOBMJTFBXPSLGPSDFQMBO BMJHOFEXJUIUIF.%4 XIJDIJOGPSNTSFDSVJUNFOUUBSHFUT
q *ODSFBTFTLJMMTEFWFMPQNFOU BOEUBSHFUUSBJOJOHTQFOEBU PGQFSTPOOFMDPTU
q * NQMFNFOU B CFODINBSLFE UBMFOU NBOBHFNFOU UPPM BOE SFUFOUJPO TUSBUFHZ UP SFUBJO
critical, priority and scarce skills.
q $
 POUJOVFUPCVJMEFWFSTUSPOHFSMBCPVSSFMBUJPOTCZBEIFSJOHUPUIFGPSNBMFOHBHFNFOU
TUSBUFHZEPDVNFOUDPOUJOVJOHXJUIJOGPSNBMTPDJBMTFTTJPOTBOETIBSJOHTVTUBJOBCJMJUZ
reports with labour/union representatives.

8. Governance, building organisational readiness and a high
performance culture
q $
 POUJOVFUPTBGFHVBSEDPSQPSBUFHPWFSOBODFCZFOTVSJOHTUBUVUPSZDPNQMJBODFXJUI
the National Ports Act across the Business through Port Terminals’ Compliance Risk
Management Plan and Minimum Control Framework.
q &NCFETVTUBJOBCJMJUZJOUPPQFSBUJPOT UBSHFUT SJTLNBOBHFNFOUBOEQFSGPSNBODF
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q .
 BJOUBJO USVDL UVSOBSPVOE UJNF CFMPX UIF JOEVTUSZ OPSN PG  NJOVUFT 5IF
implementation of a mandatory truck booking system at Durban Container Terminal
and a new staging area for Pier 1 will contribute towards the optimum turnaround of
trucks.

1JQFMJOFT

PIPELINES

Pipelines
BUSINESS OVERVIEW

T

ransnet Pipelines (Pipelines), established in
1965, performs a strategic role in the
petroleum products supply-chain by ensuring
the security of product supply to the inland market
area on behalf of its clients. This is achieved
through petroleum and gas pipeline infrastructure
spanning 3 800 kilometres traversing five
provinces. This infrastructure includes depots, pump
stations, workshops, a tank farm and a
Refractionator.
The pipeline system is the most efficient, environmentally
sensitive, reliable and preferred mode of transport for bulk
petroleum products.
The business is regulated by the National Energy Regulator
of South Africa (NERSA) and is governed by the Petroleum
Pipelines Act, No 60 of 2003 (Petroleum Pipelines Act), and
the Gas Act, No 48 of 2001 (Gas Act).

Storage tank for refractionator
at Tarlton.
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Key strategic MDS imperatives for Pipelines include:
q $
 PNQMFUJOH 1IBTF  PG UIF /FX .VMUJ1SPEVDU 1JQFMJOF /.11  UIFSFCZ FOBCMJOH BO JODSFBTF JO WPMVNF
throughput in the NMPP to meet market demand for the next decade.
q 1SPWJEJOH BO FGGJDJFOU BOE SFMJBCMF FOEUPFOE MPHJTUJDT TFSWJDF UP UIF 4PVUI "GSJDB BOE UIF TPVUIFSO
African oil industry.
q %FWFMPQJOHUIFVOSFHVMBUFETJEFPGUIFCVTJOFTTUPFOTVSFHSPXUIBOEFDPOPNJDTVTUBJOBCJMJUZ5IJTFOUBJMT
exploring opportunities in Africa and utilising the 50 newly acquired rail tank cars to increase over-border
traffic to Botswana to support regional integration.
q & YQMPSJOH OFX UFDIOPMPHZ BOE PQFSBUJOH QIJMPTPQIJFT UP BEESFTT UIF PQFSBUJPOBM FGGJDJFODZ PG UIF
pipeline. The new motors installed on the NMPP pump stations are showing visible operational
improvements as well as enhancing Pipelines’ sustainability drive.
q $POUJOVJOH1JQFMJOFTnGPDVTPOTBGFUZ SJTLBOEFOWJSPONFOUBMTVTUBJOBCJMJUZ7BSJPVTQSPKFDUTIBWFCFFO
initiated to ascertain the carbon emissions footprint, water and electricity usage and the impact of the
business on the environment. This footprint will be used to set improvement targets.
q &OTVSJOHBEIFSFODFUPBMMSFHVMBUPSZBOEMFHJTMBUJWFSFRVJSFNFOUTBOEQSPNPUJOHBQFSWBTJWFDVMUVSFPG
sound controls and governance throughout the organisation.
q $POUSJCVUJOH UP UIF EFWFMPQNFOU PG DPSF TLJMMT GPS UIF QJQFMJOF BOE QFUSPDIFNJDBM JOEVTUSZ UISPVHI UIF
Transnet Academy.
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PERFORMANCE AT A GLANCE

1. Finance and funding
q 3
 FWFOVFGPSUIFZFBSJODSFBTFECZ UP3NJMMJPOBGUFSDMBXCBDL 
R2 096 million).
q 5
 IF3NJMMJPOSFWFOVFJODSFBTFJTNBJOMZEVFUPB JODSFBTFJOQFUSPMFVN
revenue granted by NERSA in its 2013 financial year tariff determination as well as
the net positive clawback of R83 million and the unwinding of the levy of R42 million.
The year’s net positive clawback of R83 million (based on the application of the
NERSA Petroleum Pipelines Tariff Methodology) is due to the unwinding of the
previous year’s clawback of R483 million, which has been partially offset by the
clawback of R400 million recognised in the current year.
q 5
 IFZFBSPOZFBSDPTUJODSFBTFJOPQFSBUJOHFYQFOEJUVSFPG JTESJWFOCZUIF
24,7% increase in energy costs (higher Eskom tariffs) as well as the NMPP trunkline being in operation for the full financial year. The operation of the NMPP trunkline for the year resulted in an increase in other operating costs, such as servitude
maintenance, insurance and telecommunication costs.
q &
 #*5%"JODSFBTFECZ DPNQBSFEUPUIFQSFWJPVTZFBS&#*5%"BGUFSDMBXCBDL
amounted to R2 164 million (before clawback – R2 039 million) compared to the
previous year of R1 502 million (2012: before clawback – R1 554 million).
q 5
 IF SFUVSO PO BWFSBHF UPUBM BTTFUT EFDMJOFE CZ   EVF UP UIF IJHIFS BWFSBHF
NMPP asset balance in the current year.
q $
 BTI HFOFSBUFE GSPN PQFSBUJPOT BGUFS DIBOHFT JO XPSLJOH DBQJUBM FYDMVEJOH UIF
levy) increased by 6,0% from the previous year, due mainly to an improvement in
operating profit, which was partially offset by a reduction in working capital from
the previous year.
q 1
 JQFMJOFTSFDFJWFEB3 CJMMJPOMFWZJODMVTJWFPG7"5 3 CJMMJPO JODMVTJWFPG7"5
over a three year period) from the Department of Energy (DoE) in line with the grant
funding agreement with the DoE. The receipt for the current year constitutes the
final payment as per the grant funding agreement with the DoE.
q "
 MM LFZ GJOBODJBM WBMVFDSFBUJPO ,1*T XFSF FYDFFEFE CZ TVDDFTTGVMMZ BMJHOJOH UIF
tariff methodology, cost containment practices and effective financial controls.

"NBOEB"QMFOJ .FDIBOJDBMFOHJOFFSJOHUFDIOJDJBO EFQSFTTVSJTJOHBU"MSPEF
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2. Optimising capital investments
q 1JQFMJOFTBDIJFWFE3 CJMMJPOPGUIF3 CJMMJPOTFWFOZFBSDBQJUBMJOWFTUNFOUQMBO
q 5
 IF BOOVBMBDIJFWFNFOUPGUIFUBSHFUJOUIFGJOBODJBMZFBSJTNBJOMZEVF
to the inclement weather delays experienced in the NMPP project.
q 5
 P EBUF  UIF DPOTUSVDUJPO PG UIF DPBTUBM BOE JOMBOE UFSNJOBMT JT   DPNQMFUF
Completion will culminate in the finalisation of Phase 1 of the NMPP.
q 5
 IF 5FMFDPOUSPM QSPKFDUT QSPHSFTTFE XFMM EVSJOH UIF ZFBS  XJUI POF EFQPU CFJOH
completed and three depots scheduled for completion in the 2014 financial year.
q 5
 IFQSFGFBTJCJMJUZTUVEJFTGPSUIFGJSFVQHSBEFPGTJUFTIBWFCFFODPNQMFUFEBOE
the engineering, procurement and construction management (EPCM) contract for
the feasibility phase has been awarded. The execution phase has been approved and
will commence in the 2014 financial year.
q 5IFTFDVSJUZVQHSBEFQSPKFDUJTPOUSBDLBDDPSEJOHUPUIFQMBOOFETDIFEVMF

3. Growing volumes and market share
q 3
 FGJOFE QSPEVDUT USBOTQPSUFE JODSFBTFE CZ   NBJOMZ BT B SFTVMU PG UIF /.11
trunk-line coming into operation.
q 7
 PMVNFTUSBOTQPSUFEGSPNUIFDPBTUJODSFBTFECZVUJMJTJOHUIF%VSCBO+PIBOOFTCVSH
pipeline (DJP) with drag reducing agent (DRA) concurrently with the New MultiProducts Pipeline (NMPP).
q 5
 IF UPUBM QFUSPMFVN WPMVNFT USBOTQPSUFE JO UIF TZTUFN XFSF   CJMMJPO MJUSFT
compared to the target of 18,0 billion litres.
q 5
 IF   EFDSFBTF JO DSVEF WPMVNFT JT BUUSJCVUFE UP UIF FYUFOEFE /BUSFG
shutdown.
q 1JQFMJOFTNFU PGBMMQMBOOFEPSEFSTQMBDFEPOUIFQJQFMJOFTZTUFNGPSEFMJWFSZ
q 5
 PUBM QFUSPMFVN WPMVNFT USBOTQPSUFE EFDSFBTFE TJHOJGJDBOUMZ DPNQBSFE UP UIF
previous year due to the combined impact of the economic downturn and the
extended Natref shutdown.
q 5
 IF TVCTUBOEBSE RVBMJUZ  VOSFMJBCJMJUZ BOE QPPSMZ UJNFE EFMJWFSZ PG JNQPSUFE
products negatively impacted the scheduling of the pipelines and ultimately
resulted in volumes lost.
q 5
 IFMBDLPGBQQSPQSJBUFDMJFOUJOGSBTUSVDUVSFQSFWFOUFEOJDIFHSBEFTPGGVFMUPCF
transported in the pipeline.
q 5
 IF WPMBUJMF GVFM QSJDF BGGFDUFE NBSLFU EFNBOE  XIJDI UPHFUIFS XJUI TVQQMZ
challenges negatively impacted volume targets.
q 3
 FHVMBS DVTUPNFS JOUFSBDUJPO FOTVSFE B HPPE VOEFSTUBOEJOH PG DVTUPNFSTn MPOH
term strategic requirements, which are being factored into Pipelines’ long-term
commercial plan.
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PERFORMANCE AT A GLANCE

4. Improving operational efficiencies
q 5IFp/.11USVOLMJOFXBTPQFSBUJPOBMGPSUIFGVMMGJOBODJBMZFBS
q 0
 QFSBUJOH DPTU QFS .ℓ.km improved by 16,0% against the target of R106 Mℓ.km,
mainly due to an improvement in energy efficiency as well as effective cost
management.
q -BCPVSDPTUQFS.ℓ.km improved by 8,1%.
q $
 PNCJOFEVUJMJTBUJPOGPSUIF%+1BOE/.11XBT.ℓ/w, exceeding the target of
112Mℓ/w.

5. Regulatory and key stakeholder engagement
q /
 &34"BQQSPWFEBO JODSFBTFJOBMMPXBCMFSFWFOVFGPSUIFGJOBODJBMZFBS
petroleum pipelines tariff application.
q /
 &34"nTGJOBMEFDJTJPOPOUIFUPNVMUJGJOBODJBMZFBSTUPSBHFGBDJMJUZBOE
piped gas applications are pending.
q "
  QSFMJNJOBSZ BTTFTTNFOU PG UIF QJQFEHBT BQQMJDBUJPO GSPN /&34" SFGMFDUFE
allowable revenue that is marginally higher compared to that applied for by
Pipelines.
q 1
 JQFMJOFT EFMBZFE UIF GJMJOH PG B NVMUJGJOBODJBM ZFBS QFUSPMFVN QJQFMJOF UBSJGG
application due to the uncertainty of the capitalisation of key NMPP assets, as well
as the requirement to validate engineering on the NMPP project.
q 5
 IF EFMBZ JO SFNPWJOH UIF JODSFNFOUBM JOMBOE USBOTQPSU MFWZ UP DPNQFOTBUF PJM
companies for the differential between pipeline tariffs and other transport modes
to pipeline-fed areas during the NMPP construction, has resulted in a loss of
volumes.

6. SHEQ
Safety
q 5
 IF %*'3 SBUJOH XBT   DPNQBSFE UP B UBSHFU PG   /P TFSJPVT JOKVSJFT PS
fractures were recorded.
q 7
 FIJDMF JODJEFOUT QFS NJMMJPO LJMPNFUSFT USBWFMMFE JODSFBTFE CZ   BHBJOTU
target. There were no major injuries associated with these incidents.
q 
 TFDVSJUZJODJEFOUTXFSFSFQPSUFEDPNQBSFEUPBUBSHFUPG NBJOMZEVFUPBO
increase in cable theft incidents. Concrete encasing of cables where possible are
being investigated.

Environment
q '
 PVS TQJMM JODJEFOUT PDDVSSFE EVSJOH UIF ZFBS BOE SFNFEJBUJPO PG UIF TJUFT JT
in progress.
q /PHBTMFBLTXFSFSFDPSEFEJOUIFZFBS
q 5
 IFQSPUFDUFECJPEJWFSTJUZPGGTFUBSFBUPCFFTUBCMJTIFEBSPVOEUIF+BNFTPO1BSL
fuel Terminal (in accordance with Pipelines’ NMPP EIA approval), is still under
review. The area is demarcated by the Lesedi municipality as an environmentally
sensitive area with protected species.
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q 1FSGPSNJOHBVEJUTPGFNFSHFODZQMBOTBUBMMTJUFT'JOEJOHTXFSFTBUJTGBDUPSZ
q 1FSGPSNJOHUIFGJOBODJBMZFBS/04"BVEJU3FTVMUTBSFJNNJOFOU
q $
 POEVDUJOH TJUFTQFDJGJD 4)&2 SJTL BTTFTTNFOUT BOE JNQMFNFOUJOH BQQSPQSJBUF
controls.
q &TUBCMJTIJOHTVTUBJOBCJMJUZCBTFMJOFTBOEEFWFMPQJOHJNQSPWFNFOUQMBOT
q 5
 IF&OWJSPONFOUBM.BOBHFNFOU1MBOBOEBTTPDJBUFEUSBJOJOHXFSFSPMMFEPVUEVSJOH
the year.

7. Human capital
q &
 NQMPZNFOUFRVJUZ && UBSHFUTXFSFFYDFFEFEXJUICMBDLFNQMPZFFTSFQSFTFOUJOH
83,0% of the total workforce against a target of 80,0%.
q 1
 FPQMFXJUIEJTBCJMJUJFT 1X% SFQSFTFOUFE PGUIFXPSLGPSDFBHBJOTUBUBSHFU
of 1,0%.
q 8PNFOSFQSFTFOUFE PGUIFXPSLGPSDFDPNQBSFEUPBUBSHFUPG 
q 5
 SBJOJOH FYQFOEJUVSF BNPVOUFE UP   PG QFSTPOOFM DPTUT BHBJOTU B UBSHFU
of 9,2%.
q &
 NQMPZFFUVSOPWFSIBTJODSFBTFECZ DPNQBSFEUPUIFQSFWJPVTZFBS NBJOMZ
as a result of retirements and transfers.
q &NQMPZFFQFSNBOFOUTUBGGIFBEDPVOUIBTEFDSFBTFECZ GSPNUP
q 6QMPBEJOHUIF4USBUFHJD8PSLGPSDF1MBOUPPMBOESPMMJOHPVUUSBJOJOH
q $PNNFODJOHUIFBDDSFEJUBUJPOPGBMMUSBJOJOHQSPHSBNNFTBUUIF4DIPPMPG1JQFMJOFT
q "
 DIJFWJOH   DPNQMFUJPO PG UIF 0VUDPNFT #BTFE .PEVMBS -FBSOJOH 0#.- 
artisan training programme.
q "MJHOJOHUIFSFDSVJUNFOUQMBOXJUIUIF/.11QSPKFDUFYFDVUJPOQMBOTBOEEBUFT
q * NQMFNFOUJOH USBJOJOH QSPHSBNNFT JEFOUJGJFE UISPVHI UIF UBMFOU NBOBHFNFOU
process.

8. Governance, building organisational readiness and a high
performance culture
q 1
 JQFMJOFT EFMJWFSFE WBMVF BOE TFSWJDF FYDFMMFODF CZ BMJHOJOH SFTPVSDFT BOE
behaviours to its stated strategic objectives in line with the MDS.
q 5
 IFWBMVFTPGUIF5SBOTOFU$VMUVSF$IBSUFSXFSFGVSUIFSFNCFEEFEEVSJOHUIFZFBS
with targeted awareness and training programmes.

9. Sustainable economic, social and environmental impact
q 1
 JQFMJOFT NBEF TUSJEFT JO FNCFEEJOH TVTUBJOBCJMJUZ JOUP PQFSBUJPOT JO 
In addition to the performance noted above, these developments are reflected in
the SR 2013.

113
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Operating Division performance
Year ended
31 March 2013
R million

Year ended
31 March 2012
R million

3FWFOVF



2 096

– Refined and synthetics
– Aviation fuel
– Crude
– Gas
– Handling
– Other
– Clawback and levy
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1 023
38
837
121
63
66
(52)

Operating expenses

 

(594)

12,0

– Energy costs
– Maintenance
– Materials
– Personnel costs
– Other

 
 
 
 
 

(154)
(44)
(12)
(266)
(118)

24,7
11,4
(16,7)
3,4
17,8

1SPGJUGSPNPQFSBUJPOTCFGPSFEFQSFDJBUJPO 
EFSFDPHOJUJPOBOEBNPSUJTBUJPOBOEJUFNTMJTUFECFMPX
&#*5%"
Depreciation, derecognition and amortisation


 

1 502
(383)

44,1
42,8

Profit from operations before items listed below
Impairments and fair value adjustments
Net finance costs


 
 

1 119
13
150

1SPGJUCFGPSFUBYBUJPO
Taxation


 

1 282
(374)

(0,8)
4,5



908

(2,9)

R million



19 285

%
%
%
times
R million

 
 

 


71,7
53,4
9,0
0,17
4 507

4,8
3,8
(0,7)
(11,8)
(37,9)

number
R million


 

631
3,32

(0,6)
35,8

Salient features

1SPGJUBGUFSUBYBUJPO
Total assets (excluding CWIP)
1SPGJUBCJMJUZNFBTVSFT
EBITDA margin*
Operating margin**
Return on average total assets (excluding CWIP)***
Asset turnover (excluding CWIP)****
$BQJUBMFYQFOEJUVSF?
&NQMPZFFT
Number of employees (permanent)
Turnover per employee


%
change
35,0
49,5
57,9
0,5
(28,9)
14,3
74,2
(340,4)

44,5
(461,5)
(298,7)

0,9

&#*5%"FYQSFTTFEBTBQFSDFOUBHFPGSFWFOVF
 1
 SPGJU GSPN PQFSBUJPOT CFGPSF JNQBJSNFOU PG BTTFUT  GBJS WBMVF BEKVTUNFOUT  OFU GJOBODF DPTUT BOE UBYBUJPO FYQSFTTFE BT B QFSDFOUBHF
of revenue.
 1
 SPGJUGSPNPQFSBUJPOTCFGPSFJNQBJSNFOUPGBTTFUT GBJSWBMVFBEKVTUNFOUT OFUGJOBODFDPTUTBOEUBYBUJPOFYQSFTTFEBTBQFSDFOUBHFPG
BWFSBHFUPUBMBTTFUTFYDMVEJOHDBQJUBMXPSLJOQSPHSFTT
3FWFOVFEJWJEFECZBWFSBHFUPUBMBTTFUTFYDMVEJOHDBQJUBMXPSLJOQSPHSFTT

?

"DUVBM DBQJUBM FYQFOEJUVSF SFQMBDFNFOU  FYQBOTJPO  FYDMVEJOH CPSSPXJOH DPTUT BOE JODMVEJOH DBQJUBMJTFE EFDPNNJTTJPOJOH SFTUPSBUJPO
liabilities.
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Tarlton storage tanks at night.
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PIPELINES (continued)

Performance indicators
Key performance indicator

Unit of
measure

2010
Actual

2011
Actual

2012
Actual

2013
Target

2013
Actual

2014
Target

7PMVNFHSPXUI
– Refined
– Crude
– Synthetics (a)
– Avtur
Total petroleum products
Gas
Storage

Mℓ
Mℓ
Mℓ
Mℓ
Mℓ
million m3
Mℓ

10 864
5 108
616
1 163
17 751
455
na

10 997
5 457
422
1 149
18 025
470
na

10 119
5 171
376
1 075
16 741
494
na

11 976
4 927
na
1 118
18 021
492
898







857

10 812
4 901
n/a
1 037
16 750
561
879

%
%
%
times

60,0
30,7
na
na

61,7
32,5
na
na

71,7
53,4
na
na

72,0
52,7
51,1
5,5

 
 
 


71,6
51,5
50,5
5,5

%
times
times

7,0
0,23
na

7,0
0,22
na

9,0
0,17
na

6,8
0,13
2,9


 
 

6,6
0,1
1,7

R million

3 067

6 077

4 507

4 208



3 268

Rand/Mℓ.km

na

na

na

5,4

 

3,0

Rand/Mℓ.km

na

na

na

9,7

 

13,9

na
101%
83%
87%
na
na

na
102%
85%
89%
na
na

40%
93%
78%
83%
na
na

56:84
56:68
95:134
22:24
41:57
36








48:84
56:68
94:134
20:24
39:57
31

na

na

na

106:101

89

122

na
230 231 (g)

na
236 117(g)

na
31

37:35
32




42
29

'JOBODJBMWBMVFDSFBUJPO
EBITDA margin
Operating profit margin
Gearing
Net debt to EBITDA
Return on average total
assets
Asset turnover
Cash interest cover
*OGSBTUSVDUVSF
Capital expenditure (b)
Integrity repairs and
replacements (Rand/Mℓ.km)
(nominal) (e)
Normal maintenance costs
(Rand/Mℓ.km) (nominal) (e)

0QFSBUJPOBMFGGJDJFODZ
Capacity utilisation – (actual
usage: capacity) (Mℓ/week)
– NMPP (c)
Ratio
– DJP (d)
Ratio
– Crude
Ratio
– Avtur
Ratio
– Gas(actual usage: capacity)
Ratio
Tank turns (e)
times
Operating cost per Mℓ.km
(Nominal: Real) (f)
R/Mℓ.km
Labour cost per Mℓ.km
(Nominal: Real) (f)
R/Mℓ.km
Electricity consumption (e)
kWh/Mℓ.km
4FSWJDFEFMJWFSZ
‘Off spec’ volumes
(delivered)
Number ‘off spec’
delivery events
Ordered versus delivered
volumes
Planned vs actual delivery
time (% of deliverables
within two hours of plan)
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l/bnl
no/1 000
dockets

na

na

na

500 000



500 000

na

na

na

0,53

 

0,53

%

na

na

na

93



95

%

na

na

na

91
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Key performance indicator
)VNBODBQJUBM
Training spend (% of
employee cost) (incl NMPP)
Training man-days per
employee (days) (e)
Employee headcount
(permanent)
Employment equity
(% of black employees)
Female employees
(% of headcount)
Physically challenged
Employee (% of headcount)
Employee turnover (e)
Absenteeism index (e)
4BGFUZ IFBMUIBOE
FOWJSPONFOU
Cost of risk (e)
Number of petroleum
spillages per 1 609
kilometres of pipeline (e)
Number of storage spillages
per billion litres of storage
capacity (e)
Number of gas leaks
Number of security
incidents
Number of safety incidents
– Number of vehicle
incidents per million kms
travelled (e)
– Number of health and
safety incidents
DIFR
Number of level 1 noncompliance incidents to
operating licence per year

Unit of
measure

2010
Actual

2011
Actual

2012
Actual

2013
Target

2013
Actual

2014
Target

%

5,2

5,1

12,6

9,2

 

8,6

number

na

na

na

15



15

number

570

567

565

660



732

%

76,0

77,0

81,0

80,0

 

83,0

%

na

na

na

27,0

 

30,0

%
%
%

na
3,9
1,60

na
4,0
1,20

na
5,9
1,60

1,0
6,0
1,70



 

3,0
6,0
1,70

na

na

2,2

3,0



3,0

number

5(h)

6 (h)

3 (h)

62



22

number
number

na
na

na
na

na
na

2
Zero

587
;FSP

498
Zero

number

na

72

61

54

66

69

number

109

76

22

3,58

 

3,58

number
rate

na
0,54

na
0,33

na
0,21

31
0,80


 

30
0,85

number

na

na

na

Zero

;FSP

Zero

% of revenue

B 

5SBOTGFSPGTZOUIFUJDDPNQPOFOUTEPOFCZDVTUPNFSVTJOHPXOQJQFMJOFGSPNUIFGJOBODJBMZFBS

C 

$BQJUBMFYQFOEJUVSFFYDMVEFTDBQJUBMJTFECPSSPXJOHDPTUTBOEJODMVEFTDBQJUBMJTFEEFDPNNJTTJPOJOHSFTUPSBUJPOMJBCJMJUJFT

D 

/.11QBSUJBMMZPQFSBUJPOBMGSPNMBTURVBSUFSPGUIFGJOBODJBMZFBS +BOVBSZ 

E 

%+1XJMMCFXJUIESBXOGSPNQFUSPMFVNTFSWJDFGSPNUIFGJOBODJBMZFBS

F 

*OUFSOBUJPOBMBOEOBUJPOBMCFODINBSL,1*T

G 

#BTFGJOBODJBMZFBS

H 

.FBTVSFEJOUIFTFZFBSTJO;"3UFSNT OPUL8I.ℓ.km.

I 

.FBTVSFEJOUIFTFZFBSTXJUIPVUSFHBSEUPEJTUBODF JFLJMPNFUSFT 

na

Not applicable.
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PIPELINES (continued)

LOOKING AHEAD

1. Finance and funding
q '
 JOBODJBMWBMVFDSFBUJPOUBSHFUTTFUGPSUIFZFBSBIFBEXJMMCF
achieved by ensuring effective review and report back of
business initiatives and financial performance evaluation on
a monthly basis.

2. Optimising capital investment
q "
 JNUPDPNQMFUFUIFUFMFNFDIBOJDBMDPOUSPMQSPKFDUTJOUIF
2015 financial year.
q 5
 IFEFDJTJPOPOUIFGVUVSFVTFPGUIF%+1XJMMEFUFSNJOFUIF
timing of the NMPP Phase 2 investment.
q 1
 SJPSJUJTF UIF TFDVSJUZ BOE GJSF VQHSBEF QSPKFDUT HPJOH
forward.
q .
 BOBHFUIFDPNQMFUJPOPGUIF/.11QSPKFDUCZDPOUJOVJOHUP
enhance and prioritise progress against schedules and
budgets.

3. Growing volumes and market share
q 1
 SPWJEF DMJFOUT XJUI BO FOEUPFOE MPHJTUJDBM TFSWJDF  XIJDI
will include other modes of transport (rail and road).
q &
 YQMPSF UIF PQFSBUJPO BOE NBOBHFNFOU PG UFSNJOBMT BOE
depots not owned by Pipelines.
q 1FSGPSNBGFBTJCJMJUZTUVEZUPFTUBCMJTIBOJNQPSUUFSNJOBM
q * EFOUJGZ PQQPSUVOJUJFT JO "GSJDB UP USBOTGFS UIF SFRVJTJUF
skills to manage, operate and maintain pipelines in Africa.

4. Improving operational efficiencies
q %
 FWFMPQBMPOHUFSNTPMVUJPOGPSUSBOTQPSUJOHKFUGVFMJOUIF
multi-products pipeline system to comply with the future
clean fuels specification.
q 6
 UJMJTFUIFUFSNJOBMTPOUIF/.11USVOLMJOFUPJNQSPWFUIF
operational efficiency and flexibility of the system.
q &
 YQMPSFUIFJOUSPEVDUJPOPGQFOBMUJFTPSBMUFSOBUJWFNFBTVSFT
to improve capacity utilisation of the pipeline system.
q $
 POUJOVF UP NPOJUPS BOE CFODINBSL FGGJDJFODJFT  VTJOH UIF
findings of a formal benchmark study to identify areas for
improving efficiencies.
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5. Regulatory
q '
 JMF UIF  GJOBODJBM ZFBS QFUSPMFVN QJQFMJOFT BQQMJDBUJPO PO  "VHVTU  BOE
investigate the feasibility of filing a multi-year application.
q 5
 IF /.11 QSVEFODZ SFWJFX CFJOH DPOEVDUFE CZ /&34" XJMM DPNNFODF JO UIF 
financial year.
q 5
 IF  GJOBODJBM ZFBS QFUSPMFVN QJQFMJOFT BOE QJQFE HBT BOOVBM SFHVMBUPSZ GJOBODJBM
reports will be filed at the end of July 2013.
q .
 FFUUIFDPOTUSVDUJPOMJDFODFDPOEJUJPOTGPSUIFDPNNJTTJPOJOHPGUIFUFSNJOBMT BT
non-achievement will impact the 2015 financial allowable revenue.

6. SHEQ
Safety and health
q &
 TUBCMJTI TJUFTQFDJGJD TBGFUZ QSPHSBNNFT UP BEESFTT BOE NJUJHBUF UIF JODSFBTF
in injuries.
q $POUJOVFUPQSPNPUFUIF5SBOTOFU4BGFUZ$VMUVSF$IBSUFS
q 4USJWFGPSBOPWFSBMM/04"TUBSSBUJOHJO1JQFMJOFT
q "EPQUUIF#VTJOFTT$POUJOVJUZ.BOBHFNFOU #$. *40TUBOEBSE
q &
 TUBCMJTIBOEJNQMFNFOUBOFGGFDUJWFNFEJDBMTVSWFJMMBODFQSPHSBNNFUPJEFOUJGZBOE
mitigate risks to individuals and the Company.

Environment
q $POUJOVPVTMZJNQSPWFFOFSHZFGGJDJFODZBOEPUIFSTVTUBJOBCJMJUZNFBTVSFT
q &
 OHBHFSFHVMBUPSZBVUIPSJUJFTJOUFSNTPGBJSFNJTTJPOMJDFODFTBOEQFSNJUTGPSTQJMM
basin waste water discharge.
q 'JOBMJTFUIFQSPDFTTGPSFTUBCMJTIJOHUIFCJPEJWFSTJUZPGGTFUBU5FSNJOBM
q 'VMMZJNQMFNFOUXBTUFNBOBHFNFOUQSPDFEVSFTJO1JQFMJOFT

7. Human capital
q 4VDDFTTGVMMZDPNQMFUFUIF0#.-QSPHSBNNFGPSBMM1JQFMJOFTBSUJTBOT
q &OTVSFUIBUUIFXPSLGPSDFQMBONFFUTBOEBMJHOTXJUIUIFNBSLFUEFNBOETUSBUFHZ

8. Governance, building organisational readiness and a high
performance culture
q &
 TUBCMJTIBGVMMZBDDSFEJUFE4DIPPMPG1JQFMJOFTGPSUIFMPDBMBOE"GSJDBOQFUSPDIFNJDBM
industry.
q &NCFETVTUBJOBCJMJUZJOUPPQFSBUJPOT UBSHFUT SJTLNBOBHFNFOUBOEQFSGPSNBODF
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Appendix A
Market Demand Strategy (MDS) key focus
areas 2014-2020
IR

Refer to Looking
Ahead on page 31
for further
information.

Seven-year capital investment plan
commodity split (R billion)

General Freight
46,4%/R142,7 billion
Export coal
11,6%/R35,7 billion
Bulk
8,5%/R26,0 billion
Export iron ore
9,0%/R27,6 billion

Other
8,6%/R26,5 billion
Piped products
3,1%/R9,6 billion
Break-bulk
3,0%/R9,2 billion
Maritine containers
9,8%/R30,2 billion

The operating and financial performance of the Company for
the financial year ending 31 March 2013 in the first year of
the Market Demand Strategy – provides Transnet with a
stable base to continue execution of the MDS. The emphasis
in the year ahead will remain on:
q 1SPBDUJWFDBQJUBMJOWFTUNFOUUPTVQQPSUUIFHSPXUI
q "DDFMFSBUFEWPMVNFHSPXUI
q 4JHOJGJDBOU QSPEVDUJWJUZ BOE PQFSBUJPOBM FGGJDJFODZ
JNQSPWFNFOUT
q $POUJOVFEGJOBODJBMTUBCJMJUZ
q 1PMJDZFOHBHFNFOUUPQSPWJEFSFHVMBUPSZDFSUBJOUZ
q )VNBODBQJUBMEFWFMPQNFOUBOEKPCDSFBUJPOBOE
q &OIBODFE FDPOPNJD  TPDJBM BOE FOWJSPONFOUBM WBMVF
creation.

Highlights
Capital investment plans
Total capital investment for the period 2013-2020 is targeted
at R307,5 billion, distributed per commodity group, Operating
Division, asset type, corridor, and expansion/replacement
capital as depicted alongside.
Priority projects

Seven-year capital divisional split
(R billion)

Capital investments by major project over seven-year
period to 2020.
Export coal line investment to grow to 97,5mt.
Export iron ore line to increase capacity to 82,5mt.
General Freight Business investment to increase
capacity to 180,3mt.

Freight Rail
R194,4 billion
Engineering
R5,3 billion
National Ports Authority
R57,6 billion
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Port Terminals
R36,9 billion
Pipelines
R9,6 billion
Specialist units
R3,7 billion

R billion
32,4
19,3
142,7

Maritime containers investment to increase capacity
at ports to 8,4m TEUs.

30,2

Bulk investment to increase capacity at ports to
232mt and terminals to 127mt.

37,6

Break-bulk investment to sustain capacity at ports at
31mt and terminals at 15mt.

9,2

NMPP investment to increase capacity to 8,7blpa.

6,6
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Investment plan viewed by allocation to strategic
corridors

Seven-year capital investment plan by
asset type (R billion)

/BUJPOBMrDPVOUSZXJEFJOWFTUNFOUTr3 CJMMJPO
-PDBUJPOTQFDJGJDJOWFTUNFOUr3 CJMMJPO
5PUBMr3 CJMMJPO

R0,6bn
M A PUTO

SISHEN

R52,7bn
RICHARDS BAY

R33,2bn

R42,5bn

SA LDA NH A

DUR BA N

R5,3bn

R32,7bn

CA PE TOW N

Pipeline R7,8 billion
Locomotives
R70,8 billion.
Port facilities
R75,7 billion.
Wagons
R41,8 billion.

CWY^_d[hoWdZ[gk_fc[dj
and other R14,5 billion.
Land and buildings and
structures R17,3 billion.
Infrastructure
R74,9 billion.
Floating craft
R4,7 billion.

SOU TH COR R IDOR
EAST LONDON
NGQUR A
PORT ELIZ A BETH

'SFJHIU 3BJM  $PSQPSBUF $FOUSF BOE (FOFSBM 'SFJHIU JOWFTUNFOUT XBHPOT 
JOGSBTUSVDUVSF BOE MPDPNPUJWFT  IBWF CFFO DMBTTJGJFE BT OBUJPOBM JOWFTUNFOUT
XIJDIDVUBDSPTTBMMDPSSJEPST FYDFQUGPS3 CJMMJPOGPS'SFJHIU3BJMNBOHBOFTF
FYQBOTJPOUPNUXIJDIJTBMMPDBUFEUPUIFTPVUIDPSSJEPS

2014

2015

Expansion

2016

2018

2019

17,3

13,9

17,4

32,1

33,1

2017

17,2

18,4

17,9

18,0

16,0

12,6

23,3

33,7

36,6

Expansion versus replacement (R billion)

2020

Replacement
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Volume targets
The Company plans to grow volumes by increasing market share, thus enabling it to allocate capacity to
emerging miners, deliver demand for port services, and ensure security of fuel supply. These plans will be
supplemented by an integration of systems across all Operating divisions in order to allow for a seamless
customer service.

Freight Rail restructured its
general freight business during
the 2013 financial year to create
the following focused business
units which are now operational:
q " HSJDVMUVSF BOE CVML MJRVJET
CVTJOFTT
q $PBMCVTJOFTT
q $ POUBJOFST BOE BVUPNPUJWF
CVTJOFTT
q * SPO PSF BOE NBOHBOFTF
CVTJOFTT
q . JOFSBM NJOJOH BOE DISPNF
CVTJOFTT
q 4UFFMBOEDFNFOUCVTJOFTTBOE
q *OUFSOBUJPOBMCVTJOFTT
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q "
 OVNCFSPGmUBLFPSQBZn
commercial agreements and
service level agreements are
targeted for completion in
2014 with the RBCT coal
exporters.
q $BQBDJUZGPSKVOJPS
B-BBEE coal miners is being
created in various port and
rail initiatives, including
rail-serviced centralised coal
loading terminals in
designated locations.
q .JOJOHPG8BUFSCFSHSFTFSWFT
is expected by 2015 with
initial tonnages of 18,6mtpa.
q "DPBMDPSSJEPSDPVMEFNFSHF
in the Eastern Cape if mining
in Indwe and Molteno proceed.
q 3FWJFXTPGUBSJGGTBOE
operations to make Maputo/
Navitrade viable for junior
B-BBEE coal miners.











78,3

70,3



82,5



82,5



95,0



61,5



84,0



62,3



Six-year CAGR: 4,0%

62,3



77,0

180,3

170,5



97,5



Export iron ore (mt)

97,5



160,7

151,5

127,3



Six-year CAGR: 12,0%

81,0



Export coal (mt)

81,0



104,9

91,2

General freight (mt)



Six-year CAGR: 5,0%

q 5
 IF"TTNBOHNUDPOUSBDU
was concluded and signed in
October 2012.
q 5XPKVOJPSNJOFST #VSL.JOJOH
and Tata Steel, received an
allocation in 2013. This is
additional to Kumba and
Assmang volumes.
q 'VSUIFSBMMPDBUJPOPGDBQBDJUZ
for other smaller mines is
being assessed, but is largely
dependent on dedicated
access for small scale miners.
q /FHPUJBUJPOTBSFVOEFSXBZUP
free up capacity from major
miners for more junior miners.
q 5IFEFWFMPQNFOUPGB
multi-user loading facility has
been included into the iron ore
line expansion study.
q 5IFJSPOPSFMJOFXJMM
standardise the locomotive
fleet with additional 15Es to
increase efficiency and
volumes.
q 4PVUI"GSJDBXJMMDPOUJOVFUP
hold its world market share of
5,0% of seaborne iron ore.
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q &
 OHBHFNFOUTPOHPJOHXJUIBMM
major manufacturers to
design and optimise
integrated logistics solutions
to integrate commercial
contracts and Service Level
Agreements.
q &BTU-POEPOUP(BVUFOHQPSU
and rail corridor has opened
an alternate channel for the
auto sector to the Gauteng
market.
q *OUFHSBUFESBJMQPSUQSJDJOH
with a single Transnetwide tariff.
q ,FZUSJBMSVOTIBWFCFFO
successful on the Gauteng to
Port Elizabeth rail service.
q *OEVTUSZFYQPSUTBMFTBSF
expected to increase by
30% or 83 000 vehicles
during 2014.



18 988

18 509







Six-year CAGR: 2,1%
Refined

q $
 PNNPEJUZTUSBUFHJFTGPS
containers will be concluded
in 2014.
q 'PDVTPODVTUPNFSFYQFSJFODF
management.
q 3PMMPVUPG5SBOTOFU
integrated contracts
encompassing rail and port
Operating divisions.
q $BQBDJUZDSFBUJOHQSPKFDUTBSF
planned for the DCT (Pier 1
and Pier 2), NCT and CTCT.
q #Z UIFDPOUBJOFS
handling capacity (at
dedicated container terminals)
will be 8,4 million TEUs (versus
current capacity of 7,4 million
TEUs) based on a simulated
productivity of 28 moves per
gross crane hour.



18 048



16 784



16 750

690 725

671 392

653 312



Six-year CAGR: 3,2%

17 517



17 204



617 511

592 543

6 495

5 987

5 026



Six-year CAGR: 5,9%

Petroleum products though pipelines
(billion l)
717 729



Automotives through ports
(units)
709 646



4 792

4 611

5 302

5 611

Containers through ports
(‘000 TEUs)

Crude

Avture

q "
 OJOUFHSBUFEMJRVJECVML
strategy and roll-out plan for
Freight Rail, Pipelines and
National Ports Authority
is due for implementation
in 2014.
q -JDFOTJOHPGUFSNJOBM
operators at ports has been
completed with emphasis on
new B-BBEE entrants for new
facilities, especially at the
ports of Durban and
Richards Bay.
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Productivity and efficiency priorities
Freight Rail
q '
 SFJHIU3BJMXJMMPQFSBUFBTBTDIFEVMFESBJMXBZrPQFSBUJOHUPBUSBJOQMBOUIBUJTBQQSPQSJBUFMZSFTPVSDFE
to optimise capacity and deployment of assets to extract efficiencies.
q -PDPNPUJWFBOEXBHPOTUBOEBSEJTBUJPO BMMPDBUJPOBOEEFQMPZNFOUUPGMPXTBOEDPSSJEPST
q 6 UJMJTFQMBOOJOHUPPMTTVDIBT1MBUP3BJMBOEOFXUSBJOQMBOOJOHBOESFTPVSDJOHTZTUFN
q $POUJOVFUPCVJMEPQFSBUJPOBMTLJMMTDBQBDJUZ
q *NQMFNFOU-FBO4JY4JHNBQSJODJQMFTPGQSPCMFNTPMWJOHBOEWBSJBCJMJUZSFEVDUJPOJOPQFSBUJPOT
q &NCBSLPOBUVSOBSPVOEQSPHSBNNF QBSUOFSJOHXJUIBMMTUBLFIPMEFSTUPGPDVTPOSFEVDJOHEXFMMUJNFT
q *NQMFNFOUBTFSWJDFEFTJHOSFWJFX
q 6 UJMJTFUFDIOPMPHZUPJNQSPWFFGGJDJFODZBOESFEVDFIVNBOFSSPSWJ[*OUFHSBUFE"TTFU5SBEJOH.BOBHFNFOU
System, hand held devices, on-board computers and telemetre tracking.
q 3PMM PVUBO PQFSBUJPOBM QSPDFTT BVEJUUP FODPVSBHF EJTDJQMJOF  HPWFSOBODFBOE BEIFSFODFUP QSPDFEVSFT
including order-to-execution workflows.
q *NQMFNFOUSBJMCSFBLSFEVDUJPOJOJUJBUJWFTBOEJODSFBTFEOFUXPSLJOTQFDUJPOT
q .JHSBUFGSPNDPQQFSDPBYJBMUPGJCSFPQUJDDBCMFT
q $POUJOVFUIFJNQMFNFOUBUJPOPGDSFXNBOBHFNFOUTZTUFNT

Six-year CAGR: 0,0%
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Export iron ore – wagon cycle time
(hours)
76

Export iron ore – locomotive
efficiency (‘000 GTK/loco/month)
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Six-year CAGR: 0,2%
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Six-year CAGR: (3,4%)
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55 000
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26 868

8,6



8,0



55 000



Export coal – wagon cycle time
(hours)
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8,2



Six-year CAGR: 5,5%



Export coal – locomotive efficiency
(‘000 GTK/loco/month)
26 810

7 396

7 064

6 846

6 720

6 123



55 000



General freight – wagon turnaround
time (days)

55 000



5 335

5 370

General freight – locomotive
efficiency (‘000 GTK/loco/month)



Six-year CAGR: 0,0%

Six-year CAGR: 0,0%
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Port Terminals and National Ports Authority
q 0QUJNJTFDPOUBJOFSPQFSBUJPOTBU%VSCBO$POUBJOFS5FSNJOBM %$5 
 r *ODSFBTFNPWFTQFSHSPTTDSBOFIPVSBU1JFSBOEBOE
– Optimise gate processes to reduce truck turnaround time at Pier 1 and Pier 2.
q 3PMM PVU QSPEVDUJWJUZ JNQSPWFNFOU ESJWF UP GPDVT PO PQFSBUJPOT  TBGFUZ  IFBMUI BOE FOWJSPONFOUBM
standard operating procedures (SOPs).
q )PTUGPSNBMFOHBHFNFOUTFTTJPOTXJUITUBLFIPMEFSTBOEPQFSBUPSTPOQFSGPSNBODFJTTVFT UBSHFUTBOE
interventions.
q *NQMFNFOUNBSJOFJOGPSNBUJPOTZTUFNUPFOBCMFBVUPNBUFESFTPVSDFTDIFEVMJOHBOEBMMPDBUJPOPGNBSJOF
resources.
q $POEVDUCFIBWJPVSCBTFETBGFUZBXBSFOFTTBOEEFWFMPQ QJMPUBOESPMMPVUBOPQFSBUJPOBMSFTPVSDFNPEFM
through the organisation structure.
q 3PMMPVUPGQPSUPQFSBUJPOBMDFOUSFT
q &TUBCMJTI JOUFHSBUFE BVEJU UFBNT DPNQSJTJOH 4)&  TFDVSJUZ  PQFSBUJPOT BOE NBJOUFOBODF FYQFSUJTF UP
conduct audits.
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32
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Moves per gross crane hour (GCH) –
D]gkhW

35

35



35



35



Moves per gross crane hour (GCH) –
DCT – Pier 2 (prime berths)
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28



28

28



28

28



28

28

Moves per gross crane hour (GCH) –
DCT – Pier 1



Six-year CAGR: 0,0%

Six-year CAGR: 0,0%
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Six-year CAGR: (7,1%)
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32
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32
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32
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32



Average ship turnaround time –
Cape Town (containers)
28

Average ship turnaround time –
Durban (containers)
59

Moves per gross crane hour (GCH) –
Cape Town



29

Six-year CAGR: 2,6%
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29



30

Six-year CAGR: 0,0%



30







Six-year CAGR: (0,6%)
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APPENDIX A (continued)

Financial and funding plan
Financial and funding plan requirements for the period to 2020 are as follows:

Financial highlights





49,1

53,9

52,6

51,8

46,7

42,9

49,7

75,0































3,3





















4,8

4,5

4,1

5,7

15,9

14,5

14,2

Cash interest cover (times)

4,0

11,3
33,4





Return on average total assets (%)

41,6

47,0



45,2

47,7

47,7

46,6





Six-year CAGR: 19,0%

Gearing (%)





3,6

Six-year CAGR: 14,6%



66,6

41,8



12,4



10,0



8,0



34,6

26,4

85,2

74,0

61,5



EBITDA margin (%)

49,2

59,3

139,1

126,6

EBITDA (R billion)

99,0

114,5

Revenue (R billion)





Funding plan
The funding plan objective is to ensure that the Company has sufficient liquidity to meet all its requirements,
without breaching the key financial ratios and to maintain the Company’s investment grade credit rating.
The 2014 funding plan builds on the success of the past six years by continuing to diversify sources of
funding and explore innovative funding solutions that seek to minimise any constraint the aggressive
capital investment plan may have on Transnet’s financial position.
q 5
 IF$PNQBOZnTOFUGVOEJOHSFRVJSFNFOUTGPSUIFOFYUTFWFOZFBSTBNPVOUTUP3 CJMMJPO XIJDIXJMM
be funded from diverse funding sources, driven largely by the Company’s business requirements, market
liquidity, appetite and pricing. New funding solutions, investors and markets will be sought as follows:
Issuing bonds in other markets either as public or private placements – such as the Yen, US Dollar, Euro,
"VTUSBMJBO%PMMBS 4XJTT'SBOD 4VLVLNBSLFUT
q *TTVJOHB(MPCBM;"3#POEJOUIFJOUFSOBUJPOBMEFCUDBQJUBMNBSLFUT
q 1SPKFDUCPOETBOEQSPKFDUGJOBODF
q & YUFOEJOHUIFEVSBUJPOPGFYJTUJOHEPNFTUJDCPOET BTXFMMBTUIFJTTVBODFPGOFXUZQFTPGCPOETUPCVJME
UIFZJFMEDVSWFBOE
q &YQBOE%'*BOE&$"GJOBODJOH
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Human capital focus areas
Transnet will develop and maintain a skills and talent pipeline that addresses business priorities through its
integrated value chain from secondary educational institutions, through tertiary educational institutions
and into the workplace. This will be informed by the demand and supply of Transnet’s skills requirements for
the next seven years and based on the skills targets.
The current consolidation of schools under the Transnet Academy will ensure focused training and effective
delivery approach with visible return on Human Capital investment.
Employment equity targets will continue to receive attention, particularly in respect of women and people
with disabilities.
4,0% of payroll is targeted per annum for skills development. Employee numbers are targeted to reach
66 750 by 2020.

Economic, social and environmental impact focus areas
Long-term planning
Transnet’s Long-Term Planning Framework (LTPF) will be further developed to accurately forecast freight
demand and to plan ahead for rail, port and pipeline capacity expansions as economic conditions evolve. The
LTPF is being enhanced to include an energy plan and a strategic environmental assessment tool and climate
change adaptation planning.

Local supplier development
Transnet will leverage its procurement spend to drive specific local supplier development initiatives and
generate economic value through optimising sourcing strategies in support of industrial development, job
creation and black economic empowerment.

Safety and security
Safety and security will continue to take priority in all Transnet operations, creating an organisational culture
of ‘zero harm’ to self, colleagues and the environment. Performance is measured against industry recognised
indicators such as the disabling injury frequency rate (DIFR), loss incidents, fatalities and derailments.

Good governance and zero tolerance of fraud and corruption
Transnet will remain vigilant in maintaining high standards of corporate governance and systems to prevent
and prosecute fraud and corruption wherever it occurs, without fear or favour. Integrity Pacts are being
introduced in all customer contracts and procurement processes.

Broad-based black economic empowerment
B-BBEE Level 1 will be achieved by 2017 for Transnet.

Corporate social investment
The Transnet Foundation will continue to focus on rural health care (the Phelophepa trains), education, rural
sports development, containerised assistance, and employee volunteer programmes.

Proactive stakeholder engagement
Policies, process controls, maturity measures, reporting and risk management integration are being
enhanced, with emphasis on finding ways to optimise common value opportunities with stakeholders.

Energy security and carbon mitigation
Plans are being developed to secure Transnet’s required energy (electricity and fuel) and to do so in a manner
that also reduces the Company’s carbon impact. Energy efficiency targets will continue to be pursued
throughout the business to reduce costs, demand and carbon emissions.

Modal shift from road-to-rail
Market share growth in GFB will continue to be measured to reflect the social and environmental benefits
associated with higher use of rail in the transport sector.
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Appendix B
Consolidated five-year review

Income statements
Continuing operations
Revenue
&BSOJOHTCFGPSFJOUFSFTU UBYBUJPO 
EFQSFDJBUJPO EFSFDPHOJUJPOBOE
BNPSUJTBUJPO &#*5%"
Depreciation, derecognition and
amortisation

March
2013
R million

March
2012
R million

March
2011
R million

March
2010
R million

March
2009
R million



45 900

37 952

35 610

33 592



18 882

15 763

14 409

13 200

 

(8 355)

(7 184)

(6 089)

(4 779)

0QFSBUJOHQSPGJU
Impairment of assets
Post-retirement benefit obligation
income/(costs)
Fair value adjustments
Income/(loss) from associates and joint
ventures and dividends received
Net finance costs


 

10 527
(342)

8 579
(537)

8 320
(778)

8 421
(324)




31
(202)

625
(155)

(180)
(18)

(436)
941


 

(6)
(3 767)

58
(2 878)

5
(2 436)

82
(1 966)

1SPGJUCFGPSFUBYBUJPO
Taxation


 

6 241
(2 122)

5 692
(1 508)

4 913
(1 763)

6 718
(1 492)



4 119

4 184

3 150

5 226

Statement of financial position
Non-current assets
Current assets

1SPGJUGPSUIFZFBS




165 380
12 625

146 243
20 827

120 845
18 040

103 417
15 117

5PUBMBTTFUT



178 005

167 070

138 885

118 534

&RVJUZ

84 954

79 421

73 666

63 347

57 276

Non-current liabilities
Current liabilities




78 946
19 638

72 660
20 744

60 179
15 359

44 256
17 002

Total liabilities



98 584

93 404

75 538

61 258

Equity and liabilities



178 005

167 070

138 885

118 534



22 259

21 504

18 441

19 382



17 910

13 159

12 092

7 400

 

(24 661)

(23 018)

(20 408)

(19 084)



(2 936)

12 791

10 355

11 587



(9 687)

2 932

2 039

Capital investments*
Statement of cash flows
Cash flows from operating activities
Cash flows utilised in investing
activities
Cash flows from/(utilised in) financing
activities
Net increase/(decrease) in cash and
cash equivalents

(97)

$BQJUBMFYQFOEJUVSFFYDMVEFTUIFFGGFDUTPGCPSSPXJOHDPTUT JODMVEFTDBQJUBMJTFEGJOBODFMFBTFTBOEEFDPNNJTTJPOJOHSFTUPSBUJPOMJBCJMJUJFT
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Consolidated value added statement
2013
R million

Value
apportioned
%

2012
R million

3FWFOVF
$PTUPGNBUFSJBMTBOETFSWJDFT


 

45 900
(12 955)

Net operating expenses excluding depreciation,
derecognition and amortisation
– Excluding: Personnel costs

 


(27 018)
14 063

7BMVFBEEFECZPQFSBUJPOT
0UIFSJODPNF
– Fair value adjustments
– Income/(loss) from associates and joint ventures
– Investment and other income




 
 





Value
apportioned
%

32 945
280

99,2
0,8

(202)
(6)
488

7BMVFBEEFEDSFBUFE



 

33 225

100

Applied as follows:
&NQMPZFFT



 

14 032

42,2

– Personnel costs
– Post-retirement benefit obligation income


 

1SPWJEFSTPGDBQJUBM #

5 545

– Lending institutions

5 545

(PWFSONFOU



– South African normal taxation
– Capital gains taxation
– Foreign taxation


–
4

Reinvested to maintain and expand operations
– Depreciation, derecognition, amortisation and
impairment
– Deferred taxation
– Net profit



14 063
(31)
 

12,8

4 255


189

0,6

173
9
7
 

9 865




4 255

14 749

44,4

8 697
1 933
4 119
 

33 225

100,0

7BMVFBQQPSUJPOFE
*OBEEJUJPOUPWBMVFBQQPSUJPOFEUP(PWFSONFOUUIFGPMMPXJOHBNPVOUTXFSFQBJEUPUIF4PVUI"GSJDBO3FWFOVF4FSWJDFT 4"34 
r1BZBTZPVFBSO 1":& 3NJMMJPO 3NJMMJPO 
r4LJMMTEFWFMPQNFOUMFWZ 4%- 3NJMMJPO 3NJMMJPO 
r6OFNQMPZNFOUJOTVSBODFGVOE 6*' 3NJMMJPO 3NJMMJPO BOE
r7BMVFBEEFEUBYBUJPO 7"5 3NJMMJPO 3NJMMJPO 
#

#PSSPXJOHDPTUTBNPVOUJOHUP3NJMMJPO 3NJMMJPO XFSFDBQJUBMJTFE
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Abbreviations and acronyms
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DJP

Durban to Johannesburg pipeline

DMTN

Domestic Medium-Term Note

DoT

Department of Transport

African Development Bank

DPE

Department of Public Enterprises

AFS

Annual financial statements

DTI

Department of Trade and Industry

Aids

Acquired immune deficiency syndrome

EAP

Employee Assistance Programme

B-BBEE

broad-based black economic
empowerment

EBIT

earnings before interest and taxation

EBITDA

BCM

business continuity management

earnings before interest, taxation,
depreciation, derecognition and
amortisation

bp

basis point

ECA

Export Credit Agency

BRICS

Brazil, Russia, India, China and
South Africa

ED

Enterprise development

CD

chart datum

EE

employment equity

CDP

Carbon Disclosure Project

EIA

environmental impact assessment

CFRC

critical financial reporting controls

EIMS

enterprise information management
services

CGT

Capital gains taxation

ERM

Enterprise-wide Risk Management

COE

Centre of Excellence

FEL

front-end loading

COPEX

Capitalised operating expenditure

FINCO

Group Finance Committee

CPI

Consumer price index

GBP

Pound Sterling

CSDP

Competitive Supplier Development
Programme

GCH

gross crane moves per hour

GE

General Electric

CSI

Corporate social investment
GHG

greenhouse gases

CWIP

Capital work-in-progress
GIT

Graduate-in-Training

DBT

Dry Bulk Terminal

GMTN

Global Medium-Term Note

DCT

Durban Container Terminal

GRI

Global Reporting Initiative

DEA

Department of Environmental Affairs

HCM

Human Capital Management

DFI

Development Finance Institution

HCT

HIV/Aids Testing and Counselling

DIA

Durban International Airport

HIV

human immunodeficiency virus

DIFR

disabling injury frequency rate

HR

Human Resources

ACSA

Airports Company South Africa
SOC Ltd

AFD

Agence Française de Developpement
– French Development Bank

AfDB
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IAS

International Accounting Standards

ROTA

return on total average assets

IASB

International Accounting Standards
Board

RTG

Rubber tyred gantry crane

SADC
ICM Act

Integrated Coastal Management Act,
No 24 of 2008

Southern African Development
Community

Satawu
IFRIC

International Financial Reporting
Interpretations Committee

South Africa Transport and Allied
Workers Union

SATS

South African Transport Services

IFRS

International Financial Reporting
Standards

SD

Sustainable Report

SHEQ

Safety, health, environment and quality

SMME

Small, medium and micro-enterprise

SOC

State-owned company

IIRC

International Integrated Reporting
Council

IR

Integrated Report

iSCM

integrated Supply Chain Management

SOP

standard operating procedure

JBIC

Japan Bank for International
Cooperation

SPAD

Signals past at danger points

JPY

Japanese Yen

SPO

strategic performance objective

King III

King III Report on Governance for
South Africa – 2009

SRAB

starting regulatory asset base

SSI

Statement of Strategic Intent

LTI

long-term incentive scheme

STAT

ship turnaround time

LTPF

long term planning framework

STI

short-term incentive scheme

MDS

Market Demand Strategy

STS

ship-to-shore

m ℓ /km

million litres per kilometre

SVA

Shareholder value add

mt

million tons

TEU

twenty-foot equivalent unit

NEMA

National Environmental Management
Act, No 107 of 1998

TSDBF

Transnet Second Defined Benefit Fund

NGP

New Growth Path

TWR

Train working rules

NIHL

noise-induced hearing loss

UKLA

United Kingdom Listing Authority

Ports Act National Ports Act, No 12 of 2005

USA

United States of America

PP

preferential procurement

US$

US Dollar

PRASA

Passenger Rail Agency of South Africa

Utatu

United Transport and Allied Trade Union

PSP

Private Sector Participation

WACC

weighted average cost of capital

ROD

Record of Decision

ZAR

South African Rand
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Glossary of terms
Asset turnover (times)

Gearing

Revenue divided by average total assets (total
assets excluding capital work-in-progress).

Debt expressed as a % of the sum of debt and
Shareholder’s equity.

Average total assets

Headline earnings

Total assets, where ‘average’ is equal to the total
assets at the beginning of the reporting period
plus total assets at the end of the reporting period,
divided by two.

As defined in Circular 3/2009, issued by the South
African Institute of Chartered Accountants,
separates from earnings all items of a capital
nature. It is not necessarily a measure of
sustainable earnings.

Cash interest cover (times)
Cash generated from operations after working
capital changes, divided by net finance costs (net
finance costs includes finance costs, finance
income and capitalised borrowing costs from the
cash flow statement).

Debt
Interest-bearing borrowings (short and longterm), post-retirement benefit obligations,
derivative financial liabilities plus bank overdraft,
less short-term investments and net cash and cash
equivalents.
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Operating profit
Profit or loss from operations after depreciation
and amortisation but before profit on sale of
interest in businesses, impairment of assets,
dividends received, post-retirement benefit
obligation income/(costs), fair value adjustments,
income/(loss) from associates and net
finance costs.

Operating profit margin
Operating profit expressed as a percentage
of revenue.

EBITDA

Profit/(loss)

Profit/(loss) from operations before depreciation,
amortisation, profit on sale of interest in
businesses, impairment of assets, dividend
received, post-retirement benefit obligation
income/(costs), fair value adjustments, income/
(loss) from associates and net finance costs.

Profit or loss after taxation.

EBITDA margin

Return on net assets

Profit/(loss) from operations before depreciation,
amortisation, profit on sale of interest in
businesses, impairment of assets, dividend
received, post-retirement benefit obligation
income/(costs), fair value adjustments, (loss)/
income from associates and net finance costs
expressed as a percentage of revenue.

Profit before taxation expressed as a percentage
of net assets.

Equity

Total assets

Issued capital, reserves and minority interests.

Non-current and current assets.

Debt (for gearing calculation)

Total debt

Long-term borrowings, short-term borrowings,
employee benefits, derivative financial liabilities
plus bank overdraft less other short-term
investments, less derivative financial assets and
less cash and cash equivalents.

Non-current and current liabilities.

Return on average total assets
Operating profit expressed as a percentage of
average total assets (average total assets exclude
capital work-in-progress).

Shareholder value add
EBIT less the cost of capital. Cost of capital is the
average total assets, excluding capital work-inprogress, multiplied by WACC.

Total debt-to-equity ratio
Total debt expressed as a ratio to equity.
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Sentrarand: Locomotives with container wagons.
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