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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
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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
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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
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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

