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Our business
Chairperson’s review

Dr Popo S Molefe

Chairperson

T

here is no substitute for true
humility. Not a shrinking back,
but rather the willingness to see
and acknowledge things as they
really are. As the incumbent Transnet
Board of Directors, this is our present
position, as it allows for the greatest
degree of objectivity and corrective
action. As the Board, it is also the
perspective of custodians who
appreciate both the privilege of their
position and recognise the gravity and
wide-scale implications of their
decisions in steering one of the largest
logistics infrastructure SOCs on the
African continent – in some ways, the
very heart and lungs of South Africa’s
economy – towards restored operational
health and economic well-being.

‘Righting the ship’ in a
challenging operating
climate
During the 2019 financial year, Transnet
continued to operate in a difficult
economic environment, with weak
economic growth, political and policy
uncertainty, rising Government debt and
rating agency concerns around the
financial health of SOCs. These concerns
have a direct bearing on Transnet’s own
credit rating and, by extension, the cost
of borrowing as Transnet battles
economic headwinds while
simultaneously trying to ‘right the ship’.
Further, Transnet was not immune to the
now widely publicised phenomenon of
‘state capture’, which manifested as a
systemic weakening of South Africa’s
SOCs over the past nine years through
the misallocation of resources,
widespread corruption, weakened
leadership structures and the breakdown
in governance control systems. The
breakdown in Transnet’s internal
controls, especially in the procurement
space, appears to have been a deliberate
intervention by the proponents of state
capture to create an enabling
environment to profit commercially. This
placed the Company in a precarious
position within its community of
stakeholders, with the resulting
reputational damage impacting
customer confidence, customer growth
potential, our ability to raise costeffective funding, and employee morale.
We have a long road ahead to rebuild
trust within our Company and with our
stakeholders and to heal the corrosive

“In setting our new
strategic direction,
Transnet’s mandate is
our constant beacon.
It focuses all our
actions and aspirations
and reminds us that
we ultimately serve all
South Africans.
Our purpose is to
make the country
commercially
competitive in a
rapidly changing global
context by lowering the
cost of doing business
in South Africa.”

effects of corruption on our business.
This will involve both organisational and
behavioural change. I am confident,
however, that we have the will and
commitment of our people to reposition
Transnet for the long term.

Restoring integrity and
reputation
The Transnet Board is responsible for
strengthening the Company, restoring
its integrity and reputation and
refocusing Transnet on its mandate. As
the Board, we can only begin to achieve
this directive by ensuring the Company
understands – at all levels – the
manifestations of ‘state capture’ and by
implementing robust structures and
processes to minimise the risk of a
recurrence. We have spent most of 2019
identifying the Company’s failings and
taking the requisite remedial actions to
reposition the business while
strengthening our internal controls –
specifically, fortifying both the form and
substance of our governance systems
and controls.

Final thoughts on
‘state capture’
The nature and pervasiveness of state
capture have perplexed the minds of
rational, ethical human beings; and from
all that emerged during the Zondo
Commission of Inquiry, it appears
corruption has become a culture within
our SOCs and across the national
spectrum. Both organs of State and
private sector companies have been
implicated in wrongdoing. It may well be
helpful for the State to create a fund
and forum for the widespread
re-education of our people about the
impacts of corruption. My final thoughts
on the matter of state capture
underscores that of our Shareholder
Minister: we cannot detach corruption
from human choice. We need to ensure
that, as Transnet, our management
cadres are adequately schooled in ethics
and sufficiently accountable to the
Board and that the Board, in turn, is
sufficiently accountable to the
Shareholder, so that when choices are
made, they are ethical and in the
interests of the Company and all the
people of South Africa.

Strategic direction
In setting our new strategic direction,
Transnet’s mandate is our constant
beacon. It focuses all our actions and
aspirations and reminds us that we
ultimately serve all South Africans.
Our purpose is to make the country
commercially competitive in a rapidly
changing global context by lowering the
cost of doing business in South Africa;
enabling economic growth; and ensuring
security of supply in providing ports, rail
and pipeline infrastructure in a costeffective manner. In principle, we
interpret our mandate to have three key
tenets: enabling competitive industry
supply chains; exemplifying responsible
corporate citizenship; and achieving
commercial self-sustainability.
The period of sustained investment in
new capacity, from which we have now
emerged, did not adequately prioritise
investment in the sustaining of assets.
Our strategic vision is to strengthen our
operations while expanding both the
Company’s influence and its caring by
rebalancing our commercial and
developmental objectives. To do this
successfully, Transnet needs to remain a
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financially self-sustaining entity which
can thrive commercially while
addressing the social and ecological
goals of the developmental state.
Transnet’s strategic path will transition
the Company from an accelerated
capital investment approach towards a
less capital-intensive approach, focused
on fixing, optimising and growing the
core business. Our growth aspirations
will consider the most expedient routes
based on current operational
capabilities and constraints, while
remaining within acceptable capital and
debt structure parameters. Additionally,
we are considering our future growth in
the context of the mega trends and
freight system challenges we are
observing in the market, such as poor
maritime connectivity, high costs of road
freighting which also leads to high
carbon intensity and international oil
price vulnerability, skills shortages
across the freight system and underdeveloped supplier industries for all
transport modes.
In parallel, we must ensure adequate
reinvestment in the Company to
maintain, grow and diversify our
operations, maintain an optimal cost of
capital (including external debt) and
ensure the optimal use of our working
capital. Accordingly, the Board has set
the following key financial metrics:
• Maintain the maximum capital debt
structure (gearing) at < 50%
• Maintain a cash interest cover of at
least 2,5 times
• Maintain a stand-alone investment
grade credit rating
We intend to hold off on large-scale
changes in the year ahead while we
stabilise the Company and rebuild our
social and relationship capital with key
stakeholders.

Our business
Follow on text

Condolences
Regrettably, during the year four
employees passed away in our
operations. On behalf of the Board, we
wish to express our heartfelt
condolences to their families and all who
were affected by their passing. As the
Board, we undertake to review the
nature and causality of all fatalities and
to do our best to entrench group-wide
safety awareness.

1

We further wish to convey our
sympathies to the families of the
134 members of the public who lost
their lives during the year in and around
our operational activities. Railway
crossings continue to be a safety
challenge. Our rail network spans some
30 400 km and, due to its large
footprint, is prone to encroachment by
informal settlements. We are, however,
unequivocally committed to doing more
to raise safety awareness within our
communities that border our rail
operations.

Finally, thank you to each of our
employees working tirelessly to rebuild
the organisation. There is no Transnet
without your priceless contributions.
Change is inevitable and our growth
depends on it. That said, we all have a
choice in how Transnet will move forward
to contribute to the well-being of fellow
South Africans. Let’s choose wisely and
ethically so that when we rebuild our
organisation, we do our small part in
shaping the nation we choose to leave
behind as our living legacy for future
generations.

Appreciation

As we transitioned into the
25th anniversary year of our country’s
democracy, we dedicated ourselves to
reshaping Transnet into a proud asset
that serves the people of South Africa.
To echo the words of President Cyril
Ramaphosa during his 2019 SONA
address:
“A year ago, we set out on a path of
growth and renewal. Emerging from a
period of uncertainty and a loss of
confidence and trust, we resolved to
break with all that divides us, to
embrace all that unites us.”1
Thank you to the Minister of Public
Enterprises, Mr Pravin Gordhan – who
represents our Shareholder and the
people of South Africa – for your vocal
and unwavering support and your firm
hand in guiding the Company towards
recovery. On behalf of the Transnet
Board, we assure you of our continued
commitment to our task.
Thank you to the Transnet Board for your
diligence and resolve during the
challenging circumstances of the 2019
financial year. Your stewardship was
characterised by integrity, perseverance
and fearlessness. I am privileged to
serve alongside you.
Thank you to our customers and
commercial partners for your patience
and confidence in our abilities amid
difficult economic and operational
conditions during the year. We remain
resolute in our efforts to improve our
service offerings to you.
Thank you to the leadership of organised
labour for your guidance, leadership and
willingness to share in the Company’s
long-term vision.

https://pmg.org.za/page/SONA%202019%20Speech

Dr Popo S Molefe
Chairperson

26 September 2019
Johannesburg

Transnet continues to
implement safety
measures to prevent
safety incidents,
particularly at level
crossings. These
include level-crossing
blocks, safety
billboards, public
awareness campaigns
and awareness
campaigns at schools.
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Our Board members

Our business
Follow on text

King IV. P6, 7 & 13

Dr Popo Molefe

Mr Mohammed Mahomedy

Chairperson

Acting Group Chief Executive

Date of birth:
April 1952

Ms Dimakatso Matshoga

Ms Ursula Fikelepi

Ms Ramasela Ganda

Date of birth:
March 1971

Date of birth:
January 1973

Date of birth:
September 1974

Year of appointment:
May 2018

Year of appointment:
May 2018

Year of appointment:
May 2018

Year of appointment:
May 2018

Qualifications:
Honorary Doctorate (Leadership Aptitude)
(University of North West); Certificate of
Conflict Resolution (Harvard University);
Course on Governance (Harvard University);
Certificate of Completion of Business
Leadership Course (Pennsylvania
University)

Qualifications:
CA(SA); PDip Acc (University of KwaZuluNatal); BCompt (University of South Africa);
Advanced Strategic Management (IMD
Switzerland); Global Executive Leadership
Development Programme (Gordon Institute
of Business Science)

Qualifications:
MBA (Gordon Institute of Business
Science); LLM (University of New
Hampshire USA); LLB (University of Cape
Town); BA Law (Rhodes University)

Qualifications:
CA(SA); BCom (Hons) (University of
Pretoria); CTA (University of Pretoria);
Accounting Special (Bridging Course)
(University of Pretoria); BCom (Vista
University); Associate – South African
Institute of Chartered Accountants (SAICA)
and The Public Accountants’ and Auditors’
Board (PAAB)

Directorship/Shareholding/Trusteeship:
Aberdeen Offshore Engineering (Pty) Ltd
Bigbit Trading
Devland Meat Production
Friedshelf 1516
Global Aviations Operations (Pty) Ltd
Lereko Broad-based Consortium 212
Lereko Eco
Lereko Investments (Pty) Ltd
Lereko Metier Investors (Pty) Ltd
Lereko Metier Trustees
Lereko Mobility
Lereko Systems
LMCGF
Mabele Trust
Marble Gold
Mooki Trust
Popo Molefe Foundation
Sunshine Street Investments 71 (Pty) Ltd
Tedcor (Pty) Ltd
1

2

5

17

19

19

Directorship/Shareholding/Trusteeship:
Cutting Edge Finance (Pty) Ltd (100%)
Maquady Family Trust YMM Family Trust
2

5

6

7

Directorship/Shareholding/Trusteeship:
Emmaus Holdings (100% holding)
Grace Bible Church
Mtizamo Africa (Pty) Ltd (16,7% holding)
1

2

3

5

6

15

19

19

19

Date of birth:
May 1978

6

7

Date of birth:
March 1959

Year of appointment:
May 2018

Directorship/Shareholding/Trusteeship:
BPC Chartered Accountant (100% holding)
Mytechie (Pty) Ltd (25% holding)
4

Ms Komilla Naicker

Ms Mpho Letlape
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Acting Group Company Secretary

Qualifications:
MBA (Management College
of South Africa); BSc (Electronic
Engineering) (University of Natal); PD in
Project Management (School of Project
Management); PrEng and Certified Director
Institute of Directors in Southern Africa
(IoDSA)
Directorship/Shareholding/Trusteeship:
Atafala Consulting (100% holding)
Atafatsa Foundation (non-profit company)
(33,3% holding)
ATISSA Engineering and Environmental
(33%) (in deregistration process)
Isa-Stra Tech Solutions (primary
cooperative) (20% holding)
1

Date of birth:
February 1969

Year of appointment:
May 2018

2

3

5

9

13

18

Directorship/Shareholding/Trusteeship:
Africa Harm Reduction Alliance
Food Forward South Africa
Lethushaneng Advisory Services
Lethushane (Pty) Ltd
National Research Foundation
Sapphire Logistics
South African Women in Dialogue
Standard Bank Tutuwa Community
Foundation NPC
Tower Group

19

Year of appointment:
July 2019
Qualifications:
Admitted Attorney; BA Law (University of
Durban Westville); LLB (University of Durban
Westville); Transnet Senior Management
Leadership Development Programme
(Gordon Institute of Business Science);
Leading Women Programme (Gordon
Institute of Business Science); and Short
Term Insurance 1 (Insurance Institute of
South Africa)

19

Directorship/Shareholding/Trusteeship:
Transmed Medical Scheme Board of Trustees
1

2

3

6

Qualifications:
Bachelor of Computer Science and
Psychology (University of Fort Hare);
Management Advanced Programme (Wits
Business School); Strategic Human
Resources Management (UCT Graduate
School); Leading Change (Harvard Business
School); Strategic Perspective in NPO
Management (Harvard Business School);
Orchestrating Winning Performance
(IMD) (Harvard Business School); Strategic
Human Resources (Harvard Business
School)

2

5

10

16

18

19

19

19

Board committees
Audit Committee

Corporate Governance
and Nominations Committee

Remuneration, Social
and Ethics Committee

Risk Committee

Finance and
Investment
Committee

12

Board members’ competencies

Corporate
Governance

Management
and
Leadership

Legal,
Compliance
and Regulatory

Infrastructure,
Logistics and
Manufacturing

Strategy and
Planning

Finance,
Economics and
Investment

Auditing and
Accounting

Procurement
and Supply
Chain

Construction
and
Engineering

HR and
Industrial
Relations

Business
Development,
Marketing
and Sales

Risk
Management

Stakeholder
Relations

Policy
Development

Business
Acquisitions
and Contract
Management

Information
and
Communications
Technology

Transformation
and Socioeconomic
Development

Project
Management

Rail
Transport

Operations
Management

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20
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Adv Oupa Motaung

Dr Fholisani Mufamadi

Mr Aluwani Ramabulana

Ms Gratitude Ramphaka

Mr Louis von Zeuner

Mark Gregg-Macdonald

Date of birth:
August 1970

Date of birth:
February 1959

Date of birth:
October 1971

Date of birth:
August 1979

Date of birth:
June 1961

Date of birth:
February 1960

Year of appointment:
May 2018

Year of appointment:
May 2018

Year of appointment:
May 2018

Year of appointment:
May 2018

Year of appointment:
May 2018

Year of appointment:
May 2019

Qualifications:
BProc (University of the Witwatersrand);
LLB (University of the Witwatersrand); LLM
(Tax Law) (University of the Witwatersrand);
HDip Company Law (University of the
Witwatersrand); AIPSA Diploma (University
of Pretoria); Advanced Certificate in
Construction Law (University of Pretoria);
Certificate in Banking and Financial
Markets (University of the Witwatersrand)

Qualifications:
DSc (Honoris Causa) (University of London);
PhD (University of London); Honorary
Professor (Political and Government
Studies) (Nelson Mandela Metropolitan
University); MSc (University of London)

Qualifications:
MBA (Nyenrode Universiteit.net; The
Netherlands); BSc (Chemical Engineering)
(Oregon State University); Executive
Development Programme (IMD,
Switzerland); Certificate in Corporate
Governance and Risk Management

Qualifications:
CA(SA); BAcc (Hons) (University of the
Witwatersrand); BCom (University of the
Witwatersrand); Auditing Specialism
Course (Advanced Accounting and
Auditing); Auditing Professional Training
(Advanced Auditing and Professional
Training)

Qualifications:
Chartered Director CD(SA) (Institute of
Directors SA); BA (Econ) (University of
Stellenbosch)

Qualifications:
CA(SA); BCompt (Hons) (University
of South Africa); On Campus Senior
Management Programme (Henley
Management College, Henley-onThames, UK)

Directorship/Shareholding/Trusteeship:
Condoclox (100% holding)
Kuena Construction Projects
(100% holding)
Nordaspan (100% holding)
Orthorox (100% holding)
Vaxiscore Investment (100% holding)
Thulo Trustees (100% holding)
Twende Investments (10% holding)

Our business
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3

6

9

19

19
19

Directorship/Shareholding/Trusteeship:
Adcorp Holdings Limited
Barclays Bank Mozambique
Debshan (Pty) Ltd
Implats Holdings Limited
Muendanyi Consulting (dormant)
National Bank of Commerce (Tanzania)
Nokukhanya & Inkosi Albert Luthuli Peace
and Development Institute
Zimplats (Chairman of the Board)
2

10

14

17

19

19

19

Directorship/Shareholding/Trusteeship:
Bono Lithihi Investment Holdings (Pty) Ltd
(5% holding)
DataQwip Rentals (60% holding)
Lateospace (49% holding)
MDZ Capital (100% holding)
MDZ Fleet Solutions (100% holding)
MDZ Logistics (100% holding)
Mudzi Palfinger JV (51% holding)
NBC

19

1

2

4

5

6

9

11

6

7

12

19

19

19

19

19

Acting Group Chief Financial Officer

Directorship/Shareholding/Trusteeship:
Afgri Holding Limited
Anzelle Trust
Edward Vorster Trust
FirstRand Bank Limited
L & R Family Trust
LIV Foundation & LIV Equity Trust
Lungisisa Indlela Village (RF) NPC
Mahela Boerdery (Pty) Ltd
SARPA Foundation
Telkom SA
Tongaat Hulett Limited
Wildeklawer (Pty) Ltd
1

2

3

6

7

12

19

Directorship/Shareholding/Trusteeship:
Histospot (Pty) Ltd (25%)
2

4

5

6

12

13

17

19

Gender
representation

19

Length of tenure
of independent
non-executive
directors

as at  September 2019

58% male
42% female

as at  September 2019

100%

Board committees
Audit Committee

Corporate Governance
and Nominations Committee

Remuneration, Social
and Ethics Committee

Risk Committee

Race representation

as at  September 2019

0–3 years

Finance and
Investment
Committee

Board Departures

75% (9 African)
17% (2 White)
8% (1 Indian)

0%

• Mr SI Gama: Contract terminated 28 October 2018
• Ms Vivien McMenamin: Resigned 28 February 2019
• Mr Tau Morwe: Contract expired 30 April 2019

3–6 years

• Prof Edward Kieswetter: Resigned 6 May 2019

Board members’ competencies

Corporate
Governance

Management
and
Leadership

Legal,
Compliance
and Regulatory

Infrastructure,
Logistics and
Manufacturing

Strategy and
Planning

Finance,
Economics and
Investment

Auditing and
Accounting

Procurement
and Supply
Chain

Construction
and
Engineering

HR and
Industrial
Relations

Business
Development,
Marketing
and Sales

Risk
Management

Stakeholder
Relations

Policy
Development

Business
Acquisitions
and Contract
Management

Information
and
Communications
Technology

Transformation
and Socioeconomic
Development

Project
Management

Rail
Transport

Operations
Management
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Organisational overview
Our vision

Governance context

What we h
 ave to deliver
Fuelling Africa’s growth and
development as the leading
provider of innovative supply chain
solutions.

Our mission
What we need to do
Linking economies; connecting
people; growing Africa!

Our values

• Public company (constituted in terms
of the Legal Succession Act of 1989),
with the South African Government as
the sole shareholder.
• Owner of South Africa’s railway, ports
and pipelines infrastructure.
• The Company’s Memorandum of
Incorporation (MOI) – approved by the
Shareholder Minister on 25 June 2013
– aligns with the provisions of the
PFMA, the Companies Act, and the
National Ports Act, No 12 of 2005, as
amended (the National Ports Act).

• As a State-owned Company (SOC), the
PFMA serves as Transnet’s primary
legislation.
• Transnet signs an annual Shareholder’s
Compact with the Government of the
Republic of South Africa, represented
by the Minister of Public Enterprises.
The Shareholder’s Compact mandates
the Company to deliver on numerous
strategic deliverables, including
sustainable economic, social and
environmental outcomes.
• The Board directs the Company’s
strategy in response to the Statement
of Strategic Intent.

Leadership brand
attributes
How we should lead
I innovate
I inspire
I put the customer first
I know my business
I am trusted
I deliver
I am ethical
I create value

Our business
Follow on text

Our mandate
Transnet’s mandate and strategic
objectives are aligned with national
development plans and the
Statement of Strategic Intent
issued by the Minister of Public
Enterprises:
Assist in lowering the cost of
doing business in South Africa
Enable economic growth
Ensure security of supply by
providing appropriate port, rail
and pipeline infrastructure in a
cost-effective and efficient
manner, within acceptable
benchmarks

88,7%

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

79,7%

Transnet Group’s B-BBEE performance per
pillar for the 2018 review period
Element

2,3%

People with disabilities

Employees by race

Actual score

Target

8,62

11,00

Employment equity

13,77

18,00

Skills development

19,27

25,00

Preferential procurement

29,06

33,00

Enterprise development

15,00

15,00

5,00

5,00

90,72

107,00

Management control

Socio-economic development

2019

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

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

African
White
Coloured
Indian

75,1%
11,8%
9,8%
3,3%

Total
B-BBEE Level 2

Employees
Summary of employee headcount by Operating Division

2019

Transnet Corporate Centre

550

Transnet Freight Rail (TFR)

28 868

Transnet Engineering (TE)

10 866

Transnet National Ports Authority (TNPA)

4 199

Transnet Port Terminals (TPT)

9 357

Transnet Pipelines (TPL)

706

Transnet Group Capital

963

Transnet Property

437
55 946

Total headcount

Employee profile

70 000
55 946

Enterprise and supplier
development (ESD)

50 798

50 000
35 849

40 000
30 000

14 949

20 000
5 148

10 000
0

Total
employees

Transnet’s B-BBEE verification covers
six of the seven elements of the Generic
Transport Public Sector Scorecard
(excluding the ownership element). The
maritime, property and rail charters are
also applied.
Transnet achieved the full points for
enterprise development and socioeconomic development for the 2019
financial year.

Employee profile

60 000

Broad-Based Black
Economic Empowerment
(B-BBEE)

Permanent
employees

Fixed
contract
employees

Permanent
male
employees

For more
information

DETAIL ON OUR
SHAREHOLDER

Permanent
female
employees

Transnet acknowledges the importance
of spreading economic growth and
transformation in the South African
economy and supporting Government
programmes that seek to redress the
imbalances of the past. Transnet’s ESD is
a key element of South Africa’s
developmental agenda.
As such, our ESD is:
• Guided by Government’s Competitive
Supplier Development Programme;
• Informed by the B-BBEE Codes of
Good Practice;
• Increasing the competitiveness,
capacity and capability of blackowned suppliers through financial and
non-financial support; and

• Targeted at ESD initiatives that
support localisation and
industrialisation, and provide
opportunities for black people, youth,
women, small businesses, people with
disabilities and people living in rural
communities.
The rise of young black entrepreneurs
through the various developmental
levels – from high-school innovation
programmes, through business case
development and business incubation to
our Black Industrialist Programme and
our regional and global exporting and
trade programmes.

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

Membership of
associations
(not limited to)

• Association of American Railroads
• International Association of Marine
Aids to Navigation and Lighthouse
Authorities

• Maputo Corridor Logistics Initiatives
• New Partnership for Africa’s
Development
• Railroad Association
• Southern African Railways
Association
• Union of African Railways
• International Union of Railways

Socio-economic
development context
South Africa is confronted with
significant economic and social
challenges that continue to affect the
well-being of its citizens and the
achievement of inclusive growth.
Poverty, unemployment and inequality
remain South Africa’s most pressing
problems and it remains one of the most
unequal economies in the world. Social
change and enhanced access to rights
have not translated into comparable
economic shifts – unemployment has
risen and inequality remains extreme.
Through the adoption of the 2030
Agenda on sustainable development in
September 2015, South Africa seeks to
accelerate the redress of these
socio-economic ills and to elevate its
agenda relating to people, the planet and
prosperity. Transnet, as a South African
SOC, and signatory to the United
Nations Global Compact since
6 July 2012, understands its role in the
economy and employs the socioeconomic developmental outcomes
(SDO) framework as a mechanism to
advance the achievement of the
Sustainable Development Goals as
espoused in the 2030 Agenda.
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What is it?

Transnet’s response

The ‘two-speed’

A world of rapid change, which
splits naturally into steady
progress punctuated by sudden
disruptions.

Pursue partnerships with
the ‘next wave’ of global
challengers.

Population shift from rural
areas to urban areas, and the
gradual increase in the
proportion of people living in
urban areas.

• City-logistics offerings
• Integrated hub services
for mega cities

Maintaining change in a
balanced environment where
resource exploitation, the
direction of investments,
technological development and
institutional change are in
harmony and enhance current
and future potential to meet
human needs and aspirations.

• Replace ageing fleets
with new and/or electric
vehicles
• Reduce environmental
impact
• Collaborative supply
chain offerings

Infrastructure
congestion and
scarcity

Freight movement takes its toll
on roadways, bridges, ports
and other infrastructure. As
more freight is moved, costs
to maintain and build
infrastructure rise.

• Optimise intermodal
efficiencies
• Ensure access to
infrastructure
• Industry-based
outsourcing solutions

E-commerce

Buying or selling products
online or over the internet.
Online marketplaces enable
third-party business-toconsumer or consumer-toconsumer sales.

• ‘Last mile’ strategy
• Refined fulfilment
services

The key market drivers of
digitisation are increased
requirements for transparency,
supply capability and delivery
reliability as well as the desire
for individualised products or
services.

• Capture big data and
automation efficiency
gains
• Offer platform solutions
(freight exchanges and
virtual forwarding)

Urbanisation

Sustainability

Digitisation

Regulatory context

The Company operates in compliance
with more than 195 regulatory
requirements. Tariffs charged by the
National Ports Authority and Pipelines
are determined by independent
economic regulators, namely the Ports
Regulator of South Africa (Ports
Regulator) and the National Energy
Regulator of South Africa (Nersa)
respectively.

The Railway Safety Regulator regulates
the safety of the rail operations of the
Company, issues safety permits (for a
fee), and conducts inspections and
audits on the Company. Transnet also
operates within a policy context which is
determined by the Department of Public
Enterprises and the Department of
Transport respectively.

Transnet’s capital structure is comprised
of funding from equity and debt which is
used to finance its existing business,
future growth opportunities and to
refinance maturing debt.

Read more
Our strategy

Transnet defines value add as the financial value created by the activities of the
Company and its employees. Transnet’s gross value add increased from R56,7 billion in
2018 to R60,3 billion in 2019.
Gross value add resulting from Transnet’s capital and operating expenditure

Value added

2017

2018

2019

R50,4 billion

R56,7 billion

R60,3 billion

Employees

42%

42%

39%

Capital providers

18%

18%

19%

Reinvested

40%

40%

42%

Figure 2: Operating structure

Office of the Group Chief Executive
Group Strategy

Group Internal Audit – Internal Audit
Group Company Secretariat – Governance

Group Finance
Management of critical
financial parameters,
including capital
structure

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

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

Group Treasury
Cost-effective funding of
the Group and financial risk
management

Group Operations
Drive a group-wide
integrated operational
philosophy. The Chief
Executive of each
Operating Division will
report to this position
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Gross value add resulting from Transnet capital and
operating expenditure

• Financial and capital planning
• Financial analysis
• Reporting
• Taxation
• Income statement and statement
of financial position

Information and
Communications
Technology (ICT)

• Stakeholder relations
• Risk
• Compliance
• Legal
• Security

Integrated Supply
Chain Management

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

Advanced
Manufacturing

Transitioning Transnet
from a company with high
levels of operational
autonomy to significantly
higher levels of integrated,
group-wide orchestration

Ensure the Group’s
procurement activities are
fair, equitable, transparent,
competitive and cost effective.

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

• Corporate finance
• Funding solutions for the business,
including new ventures and
geographical expansion
• Financial risk management
• Stakeholder management

Business
Development

• Rail operations
• Port Terminals
operations
• Ports Authority
operations
• Pipelines operations
• Property management
• TVCC and RMO

Group Human
Resources

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

Lead group-wide
performance management,
labour relations and
corporate social
investment

Strategy
Corporate and Public Affairs
Africa ventures
Shareholder’s Compact
In-house consulting
• IT architecture
• IT build application
• IT infrastructure
• Digital capability and
solution delivery

• Sourcing (Direct and in-direct)
• Governance
• Procurement
• Enterprise supplier development
• Vendor management (content bureau)
• Enablement

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

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

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

Specialist Unit

Mega trend

As a SOC, the financial strategy reflects
the higher risk profile of the business.
To meet long-term market demand,
Transnet invests for long-term growth
prospects, but considers short to
medium-term volatility in domestic and
international markets. Transnet raises
funds in the debt markets based on the
strength of its own balance sheet.

Transnet Property

Further, as we move into the
4th Industrial Revolution, the transport
and logistics industry, like others, is
undergoing rapid changes driven by new
technologies and business models, as
well as ever-increasing customer
requirements. These changes present
both opportunities and threats to
Transnet. The Company will harness the
potential of big data and the strength of
device connectivity to take advantage of
the growing number of autonomous data
sources to improve the customer
experience, while enhancing operational
efficiency and reliability and creating
new adaptive business models.

Table 3: Market trends

Financial context

Specialist Unit

The Board remains committed to the
transition towards a less capitalintensive approach focused on fixing,
optimising and growing the core
business while exploring growth
adjacent to the core, using existing
capabilities and assets as part of a
revenue diversification thrust. The key
difference is an enhanced focus on
optimal capital allocation and on
managing returns on invested capital,
rather than earnings before interest, tax,
depreciation and amortisation (EBITDA),
and an enhanced focus on private sector
partnerships.

Internationally, the transport and logistics sector is experiencing several mega trends
which define the key priorities and challenges going forward for transporters,
forwarders and contract logistics providers.

TransnetGroup Capital

In recent years, Transnet has focused on
addressing identified freight system
challenges and has prepared the
foundation for long-term
competitiveness of the freight system.
Despite realising important gains,
Transnet fell short in resolving various
critical strategic and operational
challenges, including operating
efficiency, effectiveness and reliability,
customer satisfaction and rising
administered prices.

Market context

Freight Rail
Engineering
National Ports Authority
Port Terminals
Pipelines

South Africa’s freight demand will more
than double in the next 20 years and
consistently high levels of investment
are required to maintain, modernise and
expand ports, rail and pipelines. Transnet
will have to grow beyond its core to
support the necessary investment
funding.

Operating Divisions

Strategic context

Our business
Follow on text
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Operating
context

Satellite offices

Transnet
Corporate Centre
Johannesburg

Five Operating
Divisions spread
throughout
South Africa

Employees

GAUTENG

Tanzania

Four satellite
offices i n Lesotho,
Tanzania, Namibia
and Swaziland

> ±
 30 400 km of
track
> 20 953 route km
> C
 ore network:
12 801 route km

Three joint
operating centres 
in Mozambique,
Botswana and
Zimbabwe

Transnet Group Capital
Transnet Property

KWAZULUNATAL

Bloemfontein

FREE
STATE

Durban

EASTERN
CAPE
Uitenhage

WESTERN
CAPE

Permanent

Swaziland

Employees

Lesotho
TFR
TFR

28 868
26 312
2 556

Freight Rail

SCAN TO DOWNLOAD
OPERATING DIVISIONS’
REPORTS

Fixed-term contract

Rail corridor throughout South Africa

R43,6
Revenue

29%
71%

2,66%
People with
disabilities

billion

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

Employees

Engineering
National Ports Authority

Salt River

Total

Namibia

Pretoria: Koedoespoort

Germiston

For more
information

Operating Divisions’ overview

MPUMALANGA

Specialist Units

TE
TE

10 866
10 370
496

Port Terminals

R10,5
Revenue

24%
76%

1,90%
People with
disabilities

billion

Pipelines
KWAZULUNATAL
Richards Bay
Durban

EASTERN
CAPE
Saldanha
Cape Town

WESTERN
CAPE

Ngqura

East London

Port Elizabeth

Richards Bay, Durban, East London, N
 gqura, Port Elizabeth, Mossel Bay, Saldanha, Cape Town

Services provided

Employees

Outbound services
South African businesses moving
products to international markets

NPA
TNPA

Inbound services

Mossel Bay

Commodities transported
KWAZULUNATAL
Richards Bay

Our business
Follow on text

Durban

Saldanha
Cape Town

WESTERN
CAPE

Ngqura

East London

Port Elizabeth

GAUTENG

Johannesburg

KWAZULUNATAL
Durban

35%
65%

2,12%
People with
disabilities

billion

1,22%

R13,1

1,98%

R5,3

Employees
TPT
TPT

Containerised cargo, local manganese,
minerals, local coal, local iron ore,
chrome and ferrochrome, agricultural
products, iron and steel, fertilisers,
cement, fast-moving consumer goods,
bulk liquids, wood and wood products,
industrial chemicals, intermediate
products and automotive products

9 357
7 392
1 965

Revenue

29%
71%

People with
disabilities

billion

Durban – Johannesburg

Employees

Petroleum products
Crude oil, refined petroleum products,
aviation turbine fuel and methane-rich
gas products

4 182

R12,5
Revenue

Richards Bay, Durban, East L
 ondon, Ngqura, Port Elizabeth, Cape Town, Saldanha

Mining exports, general freight
and petroleum products

General freight

4 199
17

Bringing products to South African
markets

EASTERN
CAPE

19

706
TP
TPL

672
34

Revenue

34%
66%

People with
disabilities

billion
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Value through
the capitals
Performance highlights and
capital trade-offs

Strategies to preserve or create value
MEASURE

Financial capital
Cash and cash equivalents
Total capital borrowings
Finance income

King IV. P4

Manufactured capital
Property, plant and equipment
Rail track
Pipeline infrastructure
Information and communications technology (ICT)
infrastructure

2017

2018

2019

Page
references

Revenue

R billion

65,5

72,9

74,1

51/53

Operating expenses

R billion

37,9

40,4

40,3

51/57

ROTA

%

4,6

5,9

5,8

50

EBITDA margin

%

42,1

44,6

45,6

51/57

Profit

R billion

2,8

4,9

6,1

51/52

Gearing

%

44,2

43,4

44,5

50

Cash interest cover

times

2,9

3,0

2,9

51/53

Capital expenditure
(including accruals)

R billion

21,4

21,8

17,9

53

Infrastructure maintenance spend

R billion

16,2

16,4

14,7

55

Depreciation and amortisation

R billion

13,5

13,7

14,3

51

Net impairment of assets

R billion

2,5

1,4

2,7

51

Number of permanent employees

Number

53 661

51 324

50 798

14

bo

un

d

Human and intellectual capitals

In

Skilled, healthy and motivated workforce

Personnel cost

R billion

24,5

25,7

26,8

57

Training spend

R million

746

741

740,8

68

Policies, frameworks, management systems and processes

Training spend (as % of labour cost)

%

3,1

2,9

2,5

68

Efficient and reliable leadership team delivering on our mandate

Engineering trainees

Number

173

100

60

68

Investment in R&D

R million

185

147

275

67

Technology transfer/intellectual
property (% of TMPS)

%

2,1*

0,93

0,74

67

DIFR

Rate

0,69

0,73

0,71

63

O

ut

bo

un

d

Standard operating procedures

National pool of skilled artisans and engineers
Research and development

* % of SD

Social capital
Transactional, collaborative and constructive
relationships with stakeholders
Engaged workforce

Total CSI spend

R million

234

219

151

72

B-BBEE spend

R billion

37,0

25,8

29,9

69

Committed supplier development

R billion

62,6

63,4

4,96

69

Patients treated on Phelophepa train

Number

173 016

157 418

91 588

72

Energy-efficiency improvement

%

1,1

0,9

0,5

64/65

Carbon emissions

mtCO2e

3,95

4,0

3,78

64/65

1,2

202

140,9

64

Social licence to operate

Natural capital

Outbound services

South African businesses
moving products to
international markets

Inbound services

Bringing products to
South African markets

Natural resources we use to enable us to operate
(water, air, energy, etc.)
Land on which to run operations
Biodiversity and ecosystem health

Used oil reclaimed

K

Alien invasive species eradicated

Ha

3 398,1

1 307

1 158

64

Number of pipeline spillages

Number

1

0

2

64

Asbestos waste removed

Tonnes

37,3

929,8

49,2

64

Maintaining a strong capital
base to maintain investor,
creditor and market
confidence to support future
growth of the business

Maintaining a cash interest
cover of at least 2,5 times

Advancing Transnet’s inland
terminal strategy and
addressing infrastructure
and rolling stock
maintenance requirements

Introducing stringent
cost-containment initiatives
to reduce costs across
operations

Maintaining a capital-to-debt
structure (gearing) below
maximum parameters (< 50%)

Strictly adhering to the
capital maintenance
programme and cultivating
a culture of maintenance
and preservation of existing
assets

Managing working capital to
meet target levels

Ensuring adequate
reinvestment in the business
and maintaining a
stand-alone investment
grade credit rating

Ensuring integrated
management of projects
through the Integrated
Capital Projects Programme

Optimising Transnet’s
property portfolio

Applying Transnet’s Value
Chain Coordinator (TVCC)
in operations to streamline
activity

Implementing and embedding
the Integrated Management
System (IMS) across all
operations

Contributing towards the
development of young
professionals through young
professionals in training
programmes

Providing apprenticeship
opportunities through
the young engineers and
technicians in training
programmes

Developing and implementing
an integrated training plan
for key procurement staff

Developing intellectual
property through research
and development

Embedding a zero-harm
safety culture across
operations

Structuring and maintaining
the information technology
network for more reliable
connectivity

Transnet has developed a
three-year plan (Stakeholder
Engagement Plan 2021)
that sets out precise actions
required to rebuild relations
particularly with our
Shareholder, Government,
investors, funders,
customers, regulators,
communities as well as
employees

Transnet’s approach to
natural capital management
encompasses energy
efficiency, climate change
mitigation and adaptation,
water stewardship,
biodiversity management and
enhancement, and land use
management

Transnet’s Phelophepa
Healthcare programme is a
CSI flagship project across
eight of South Africa’s
nine provinces that is in
its 25th year of operation,
and provides experiential
learning opportunities to an
estimated 2 500 healthcare
students per annum

Through the modal shift of
cargo from road to rail we
aim to lower carbon
emissions in the transport
sector, especially for the
hauling of large volumes of
high-density freight over
long distances

As part of Transnet’s
strategic plans to create
enterprise development
programmes that expand
opportunities to communities
where the Company operates,
there are currently five
enterprise development hubs
for small businesses and
entrepreneurs with the fifth
mega-hub officially launched
in March 2019 in Empangeni,
north of KwaZulu-Natal

Our integrated asbestos
and hydrocarbon clean-up
programmes enable us
to manage the impact of
historical environmental
contamination

Examples of trade-offs
Our credit rating is dependent
on our ability to manage our
social licence to operate and the
extent to which our leadership
and governance structures ensure
ethical and sustainable business
practices. Negative media
coverage of governance failures
within Transnet has made it more
challenging to maintain our credit
rating. Effort and resources spent
on improving governance and
internal controls will ensure we
maintain or reduce the cost
of capital.

Transnet’s mandate requires
management and improvement
of the national logistics
infrastructure to support future
capacity demand and to ensure
market competitiveness for
South African trade in the
global market.

Investing in manufactured
capital requires substantial
investment and reduction of
financial capital. Even within
manufactured capital, a trade-off
exists between using financial
resources on maintenance
spend or expansionary capital
expenditure.

In recent years spend was
weighted towards expansionary
capital investment. Going
forward, however, in order to
safeguard financial sustainability
and improve operational
efficiency, the balance of
maintenance versus expansionary
expenditure will be tilted towards
maintenance.

While the financial store of value
is decreased by spending on
research and development as
well as training of technicians
and engineers, for example,
the anticipated future inflows
to financial capital and
manufactured capital created by
spending on intellectual capital
outweigh immediate cost.

Also, the benefit to the nation
of increasing the pool of
skilled engineers and artisans
is imperative for dealing with
structural unemployment
challenges that the country faces.

Keystone expansion projects
– such as our large-scale port
infrastructure improvement
project at the Port of Durban –
need to balance the economic
benefits for the country with
the social and environmental
concerns raised by surrounding
communities.

these communities as well as in
the larger economy.

Transnet’s operations have
adverse impacts on local
communities – as such, we
apportion financial investment
towards programmes aimed at
improving the quality of lives of

We understand that some of
our operations deplete natural
resources and are in pristine
environments. We are guided
by environmental impact
assessments in our approach
to developments.
Our operations span across the
country and beyond with waste
production and emissions to air,
water and land.

However, Transnet’s ability to
commit to capital expenditure
needs to be balanced with
the need for sufficient return
on assets to support funding
requirements.

As Transnet strives for growth
through the expansion and
modernisation of the country’s
ports, rail and pipelines
infrastructure, the Company
realises the importance of
spreading economic growth and
transformation in the South
African economy and supports
the Government programme that
seeks to redress the imbalances
of the past.

We endeavour to achieve net
positive gains through the
implementation of waste
recycling programmes; land
remediation; dust suppression
programmes; and the invasive
species eradication programme to
reduce the impact in water stress
catchments where we operate.
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Value through the capitals
Our business model
Our value proposition is founded
in our mandate (see page 14):

Our purpose
Value-added services

Cost-effective
logistics value chains

Modernisation and renewal of South Africa’s transport and
logistics infrastructure through strategic investment in rail,
ports, and oil and gas pipeline infrastructure.

Advanced engineering
solutions
Employment

Create measurable direct, indirect and
induced employment for South Africans

King IV. P4

Financial

Through our activities, we deliver
Socio-economic Developmental Outcomes (SDOs)
for our Shareholder, the economy and our stakeholders:

Manufactured

Intellectual

Human

Social and relationship

Natural
Skills development

International and domestic capital
markets

Property, plant and equipment

Loan markets (public and private)

Rail and branch-line networks

Development finance institutions
Export credit markets
Structured financing
Partial funding by customers and/or
interested parties that are part of
Transnet’s Investment Plan

Project lifecycle programme
methodologies

Investment property
Multi-cargo ports
3 800 km of petroleum and gas pipeline
infrastructure

Responsible leadership

Research and development

55 946 skilled and motivated employees
as at 31 March 2019 year end

Standard operating procedures

Remuneration philosophy and process

Customers: Large mining, shipping,
manufacturing, agricultural, industrial, retail
and energy contributors to the SA economy
Government and regulators
Employees and organised labour

Policies, frameworks and processes

Communities, citizens, institutions, media and
pensioners

Responsible leadership

Locomotives and rolling stock

Water
Air
Land
Biodiversity and ecosystem health
Waste

Transformation

Shareholder and funders

Port terminals

Promote black economic
empowerment within supplier
entities

Capital inputs

Project-specific funding
Commodity-based revenue (e.g.
transported iron ore and steel)

Enhance and improve human capabilities
and productive capacity within the
South African job market

Non-commodity revenue from
operations

Community development
Cargo-handling services to a
range of customers

Positive outputs
Beit Bridge

Freight Rail

Port
Terminals

Engineering

National Ports
Authority

Wide range of
transported general bulk
and containerised freight
commodities

Corporate Centre

Pipelines

Secure inland petroleum
product supply

Measurably improve
economic, social, cultural
and environmental
well-being of communities

Regional integration

Improve freight logistics
connectivity on the continent
Investment leveraged

Leverage private sector
investment in the country’s freight
logistics system

Commodities
including mining exports,
general freight and petroleum
products

Johannesburg
Sishen

Germiston
Bloemfontein

Petroleum products
including crude oil, refined
petroleum products and
aviation turbine fuel

Richards Bay

Capacity growth through
new and refurbished
locomotives and wagons

Durban

Promote a modal shift from
road to rail

Vastly improve rail and freight
infrastructure

Enhance capacity of the natural
environment to meet the resource
needs of future generations

East London

Increase capacity for South African
commodity exports
Organisational culture to
drive health and safety

Engineering R&D initiatives,
e.g. traction motor for
rugged conditions; control
system for diesel and electric
locomotives; and new diesel
locomotive

Value
created

For others
For Transnet

Adverse outputs
Waste materials as
by-products of
infrastructure projects
(e.g. asbestos and
hydrocarbon waste)

Ngqura
Mossel Bay

Port Elizabeth

Commercial agility in a changing
socio-economic environment

Pipeline spills and marine
pollution (e.g. plastics and oil
entering marine water
at ports)

Long-term financial stability

Funding strategy based on strategic
priorities
High-yield capital investments (financial
and social returns)
Reliable borrower which, albeit
state-owned, issues debt on the
strength of its financial position without
government guarantees
Investment-grade stand-alone
credit profile
Cash interest cover of 2,9 times
Gearing at 44,5%

Digital transformation across the
value chain
Mega critical projects, such as the
Multi-Product Pipeline, Durban
Container Terminal expansion and
extension of Saldanha Tippler 3
Business continuity
Infrastructure reliability
Operational efficiencies and improved
productivity
Ability to avail analytics to end-users
through multiple digital platforms

Financial stability in the short,
medium and long term as per
gearing and cash interest cover

Outcomes

Full value chain service propositions

Social licence to operate
Distinctive product and service designs

An ‘iBELONG’ culture

Customer-centric and reliable delivery of
customer volumes

Global operational standards

Skilled and representative workforce

Collective agreements with organised labour

Strong governance structure and
oversight

Safe working environment, promoting
diversity, equal opportunity, training and
education

Partnerships with customers and logistics
providers along the value chain

Responsible, ethical leadership

Fair, transparent and efficient contract
management

Integrated planning and resourcing

‘Employer of choice’

Fair and equitable tender processes

Enhanced transparency through
advanced, integrated digital platforms

Exposure to broader national and regional
opportunities

Proactive and collaborative supplier
development

Agile digital technologies and
capabilities

Facilitate a Multi-Product Pipeline

Optimise ‘that which makes Transnet
great’ by living the Transnet culture

Saldanha
Cape Town

Create increased capacity at
South African ports

Reduce cost of logistics as a
percentage of transportable GDP

Uitenhage
Saldahna

Industrial capability building

Promote industrial development for
South Africa and improved
competitiveness

Salt River

General freight
including containerised
cargo, minerals and
automotive products

Protect physical and mental health and
safety of the public and communities
where we operate

Environmental stewardship

Koedoespoort

In-service maintenance, repair,
upgrade, conversion and
manufacture of various types of
wagons, coaches, locomotives as
well as equipment, machines and
services

Health and safety

Stable, secure infrastructure

Environmental stewardship
Opportunities for improving water
consumption

Stand-alone credit rating – attract
funding from diverse sources

Cost saving from recycling
6,4% improvement in energy efficiency over
the past five years
2,3% reduction in carbon emissions intensity

Operational performance without
compromising on safety

Employment equity
Promote ethical business practices
as well as sound environmental
stewardship within operations
Enhanced human capabilities and
productive capacity (particularly
scarce skills)
Improved physical and mental health
and safety of employees and
other stakeholders

Align with regulatory requirements
to maintain required operational
compliances
Maintain agility within a cost
structure in which 80% to 90% of
fixed costs and assets have lifecycle
times of 30 to 100 years
Build partnerships for sustainable
growth
Strengthen our credibility in terms of
infrastructure reliability
Enhance delivery of customercentric solutions

