


© EXECUTIVE SUMMARY ~ In the context of GDP growth of 0,6%

FOR THE YEAR ENDED 31 MARCH 2016
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Revenue increased by 1,7% to‘R6.2,_2 bllli_on for
the vyear, driven by a 4,2% increase in rail
containers and automotive volumes as a result
of concerted efforts to shift rail-friendly cargo
from road to rail, as well as a 1,4% growth in

petroleum volumes.

Operating expenses were contalned to R35,9
billion, an increase of- oniy 1,0%, well below
inflation, Aggressive management - of costs to
preserve our financial performance, resulted.in
R6,6 billion savings agamst planned costs.

EBITDA grew by 2, 6% to R26 3 blllion 4,3
times the SA GDP growth for the fmancnai year

Gearing at 43,1% and cash in'.’cer_-eis_t.' cover_ at
3,1 times. = '

Cash generated from operations increased by
1,7% to R27,7 hillion.

The Company maintained an mvestment grade

credit rating confirming its solid stand-alone
credit profile. '

,_'ConUnued
o |mpr0vements
. operational efficiency increasing by 15,9%.

- Capital investment of R29,6 billion, bringing the
“spend during the MDS ‘period to R124 billion

- {including intangibles), with expected spend of
between R340 billion to R380 billion over the
- next 10 years.

focus - on operational
resulted- in the Group

B-BBEE spend of R43,5 billion or 100,6% of
. total measured procurement spend for the
- -year per DTi codes

‘Enterprise-and supplier de'v‘el'opment equates
" t0 36,7% of net profit after taxation.

; The Company spent 3,6% of its labour costs on

training focusing on artisans, engineers, and

: engmeerlng techmaans

" ‘The DIFR ratio is at 069 and is the fifth

‘consecutlve year the Companv recorded a DIFR
ratio below the target of 0,75 and the globa!

N benchmark of 1. This is due to continued focus
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and investment in safety.
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Vo
--GFB (mt)

- Export coal {mt)
.- Export iron ore (mt)

- Total rail

- Containers (TPT) {'000 TEUSs)
- Petroleum (M£)
Financials

- Revenue

- EBITDA

- Capital investment

- Total assets

- Total borrowings

Ratios/statistics

- EBITDA margin (%)

- Gearing (%) o

- Return on total average assets (%)*
- Cash interest cover (times)

- FFO/Debt (%) |

- FFO/cash interest coverage {times)
- Group operational efficiency (%)

- Real GDP Growth (%)

*  Excluding Regulalor claw.backs.
** Absolute comparison to 2012,

81,0
67,7
52,3
201,0
4 305

Lo 16741

45 900

18882

22 259
178 005

41,1
41,9
7,8
4,2
22,1
2,5
17,5
2,2

o012

82,6
69,2
- 55,9

207,7

4237
15882

50194

21051

27471
203896

.. 58132 73088

41,9

_ '44",*6- ,

- 7,7

3,7

197
2.4
33

2,2

2014 - 2015
88,0 90,6
68,1 76,3
54,3 59,7

210,4 226,6
4503 4571
16583 17186
56 606. 61152

' 23 639 25 588
31766 33565
. 240073 328439
90444 110377 .
41,8 41,8
45,9 40,0
6,5 64 .
3,7 36
18,1 16,2
2,5 2,2
13,8 16,6
1,5 1,4

84,1
721
. 58,0
2142
4366

62 167
26 250
- 29561
356393

82,2
43,1
37
3,1
12,5
1,9

‘15,9

0,6

17426

134517

5 year %

. 2016 Variance**

3,7
6,5
11,1
6,6
1,4

35,4
39,0
32,8
100,2
13,4

TRANSNET AUDITED RESULTS 2016



ahememer
SHAREHOLDER S CQMPACT AUDITED PFRFORMANCE

FOR THE YEAR ENDED 31 MARCH 2016

d!live:h\gfreighlreliahl'y .k.

‘Shareholder's Compact achievement - _' o A"g'::‘l“/e)‘“'fth Sl . dth i 955% of budget.
: . R %) of the 7 financial measires were net an e remalning 4 within 95% of budge

(Annexures A B.C, D and E) _ ‘ - poe AL 43,1%, gearmg remains well within Transnet's limit of 50%. Despite sugmflcant constraints in cash-flow.
"B Achieved [ Not achieved© . from operations, CIC was 3,1 times, exceeding the Sharehalder’s Compact target of 3,0 times. Focus on

“1 . "working caprtal management and-’ aggresswe pursuit of volume targets and new markets will continue to
- manage this ratio.

Annexure B: :
The 45% achuevement on planneéd capital prOJect completion rates is mamly due to capltal optlmlsatlon in
_response to subdued commodity markets and resultant decrease in capaclty requrrements

Annexure Cr s :
63% achlevement was mamly dueto negatwe volume growth resultlng from customer¢a nceliatlons asa
rasult of weak economic growth .and decllnlng commodrty pnces
"+ Significant improvements were made in GFB'and export jron ore on- tame departures and arrlvals as Weli
- as portand prpelme efficiericies.
» Export coal on-time arrivals was negatively |mpacted by product avaulabllity, powar outages, cabile theft
and challenges with locomotives.
+ Daily operations centre telecommunlcatlons are held to ensure rapld recovery from operational

. _ deviations,
Percentage achievement against 2016 0 AanewureD: - : ‘ '
“Shareholder’s Compact 0+ inline with the positive five-year trend Transnet exceeded 9 of its 12 procurement and 5uppller

development targets, meamngful[y conttibuting to Government s transformatron agenda as part of its
- integrated supply-chain management policies..
« The number of emp!oyees trained to ‘date ison target as perthe Workplace Skrlls Plan. 155 englneermg
and 232 technician 1earners were recrmted exceeding budget: for 2016, The company recrulted 1809
-séctor specific trainees and 102 artlsan learners. Although budget was-ngt met, this.is mainly due'to cost
optimisation measures and smarter trammg methods: o
'« Transnet continuedto demonstrate its corporate social responslbihty through its flagshrp Corporate Social
Investment programime. The programme spent R248,4m (79,3%) of the annual budget of R313:million on
commumty health and other services through the two Phelophepa trains; The performance gap Is mainly
due to.cost contdinment initiatives 1mplemented to address affordabmty constraints in the adverse
economic environment. . S :

- 200%

. 63% 59%

. A1%

o A5%

" Annexure A Annexure B - AnnexureC - AnnexureD  Annexure £ 'Annexu:;e E:
Financial - . Capacity . . Operational Sustainable Matket ¢ The100% achievement was due 0 the foHowIng '
Sustainabifity  Creation . Excellence -Devélopment 'geg'me’m IS Development of market.segrhent compet:tlveness KPls for the container and eutomotive segments by
T ' Outcemes Competltweness : December 2015,

“+ Development of the Liquid fuel master~plan for 3 segments.
=+ Development of the strateglc approach to the domestic mtermodal strategy

TRANSNFT ALUDITED RESULTS 2015



R o IRANswEr

ACTUAL PERFORMANCE
' FOR THE YEAR ENDED 31 MARCH 2016

. . b
. . dilivaring fraight raliably 4

March 2016
‘ vs
‘P_ri'or.year

" March 2016 volume gronh %

£ Prior year

#7) Weighted group volume performance

Revenue*

(5,5) (4,5}

Rail Ports  Pipelines 1 :

EBITDA*

T L T T T e RS R o b 4 e e et g F e e e v rm =3

Lo Decline in gldba'l économic activity resulted
7 Yinadrop in voiumes handled.
T 3l *,-Customers downscaling their operatlons
: - .f; GDP growth tracklng below expectatlons

Depreciation =~ RIS ...39,5% )

Finance costs

@@ @ @ ¢

-CapitaIQihVestmeht'j . 2013 FY 15* year ofMDS :

2016 FY Actual

Cash interest cover (times)*™* S S e
B T e 2016 FYTransnetsoperatmg secto_

§§>”<é§>e-

Geari_ng*'*

* lnc!udmg Regu!ator cfaw. backs
. ** . Abisolilte variance.

' TRANSNET AUDITED RESULTS 2046 ~



REVENUE AND VOLUMES

FOR THE YEAR ENDED 31 MARCH 2016

TRANSMNET

Revenue (R mllllon)

61152 62167

2035 2016

Included in revenue above is R2,8 billion generated'by
Transnet’s Africa Strategy which extends busmess
beyond the borders of South Afnca

Revenue contrlbutlon by Operatlng D1v15|on** (%)

TNPA TFR

TE

* Variance % to prior yaar. ' ‘
= Excludes specialist units and intercompany eliminations.

- ‘delivering fraight raliably %

Rall volumes (mt)

7 Coal (-7%)*

".:" tron ore and manganese (-3%)*
Containers and automotive {+4,2%)*
Mineral mining and-chrome (-1%)*
Steel and cement (-16%)*
Agricutture and bulk {-13%)*

Port contamers ( 000 TEUs)

Petroleum (M£)

'-20155. 2016

17 186 17 426

2015 2016

TRANMSNET AIIDTFD RFILITS 2016



| TRANSNMEF
OPERATING EXPENSES '
FOR THE YEAR ENDED 31 MARCH 2016

dalivering freight reliably

Net operatlng expenses (R mllllon) | | Co : .N_et o_berating;éxpenses contribution by
‘ - cost element (%)

Personnel costs
= Electricity costs
% Fuel costs
Material and maintenance
. Other operating expenses

135564 35917

2015 2016

The operating expense were contained at a modest i increase of 1 O%, well helow mﬂatlon desp:te
» Increase in personnel costs of 5,9%; and

3 Increasein electricity costs of 3,9%. : :
- » These costs, which are largely fixed, constitute 64% of Transnet’s total operatmg expenses

R6,6 billion saving against p!anned costs, by implementing numerous cost- reductlon lnitfatlves
» Moratorium on the filling of vacancies;

» Overtime limited to critical activities;
» - Reduction in professional and consulting fees. through price negotiations: and reorgamsmg non-critical prOJects and programmes; and

> Limit on discretionary costs as it relates to travel, accommodation, printing; stationary and: telecommunications.

TRANSNET AUDITED RESULTS 2016



TRANSNED

EBITDA

FOR THE YEAR ENDED 31 MARCH 2016

dalivering freight reliabiy 14

 EBITDA (R milion)  EBITDA growth compared to GDP growth (times)

GDP growth (%)
EBITDA growth from YoY {%)

115

2015 2016

EBITDA growth of 2,6%, well in excess of GDP
growth of 0,6% and Transnet’s operating sector : - -
GDP contracting by'0,1%, _ S 2018 2014 2015 2016

| EB[TDA marg]n (% - fEBITDA contribution by Operating Division* (%)

- TPL

2015 12016

* Absolute variance, o 3 ' .
* Excludes specialist units and infercompany adjustments.  + Regulated entities confributed 34% to'the overall EBITDA.

TRANSNET AUDITED RESULTS 2016



ABRIDGED STATEMENT OF FINANCIAL POSITION

FOR THE YEAR ENDED 31.-MARCH 2016

dalivering freight refiably

TRAMSMEF

Property, plant and equipment
thestment propertiés

Other noh—c&rrent assets
Non—cﬁrrent assets

Current assets

Total assets

FQUITY AND LIABILITIES
Capital and reserves

Non-current liabilities

Current Iiabiliti.es

Total equity and liabilities

~Rmillion

302463
- 54 -
ey
28201
g -

143290

171254

41849
356393

2015

R million

287 166
9074
9701

305941

22 498

328 439

142 328
145 853

40 258
328439

TRANSNET AUDITED RESULTS 2016



ABRIDGED CASH FLOW STATEMENT

FOR THE YEAR ENDED 31 MARCH 2016

TRAMSMED

2016 2015 Variance
| R  Rmillion Rmillion %
Cash ar'ld cash equivalents at the 6264 3633 724
beginning of the year R
Cash flows from operating activities 28572 23666 20,7
Cash generated from operations 27 747 ._27 280 1,7
Changes in working capital 408 3 327 (87,9)
Other operating activities i 417 (6 941)@ (106,0)
Cas.h.fl-ows utilised in investing (34328) (36715) (6,5)
activities | 2
Cash flows from financing activities 13435 15680  (14,3)
Net.mcrease in cash-and cash 7 679 5631 191.9
Total cash and cash equivalents at 13 943 6 264 122,6
the end of the year
o s STANDARD
Credit rating BRES SPODR'S

Long-term foreign currency Baa2/Negative outlook

Long-term local currency Baa2/P-2/Negative outlook BBB+/Negative outhok

~_BBB-/Negative outlook

delivering freight reliably

Cash interest cover (times)

2015 2016

Domestic bond'issue
Domestic bank and club loans
Other . ..

Sources of funding o

Development finance institutions

_This fevel is above the

Group’s ‘target of 3
times, and is well above
the triggers in loan
covenants, reflecting
our ability to generate
strong cash flows.

Commerdial paper and call loans

This level is below the Group’s
target range of 50,0% and is well
below the triggers ‘in
covenants, reflecting the capacity
available to continue with
investment strategy, aligned to
validated demand.

loan

its

2016 Rbillion

8,3
8,5
4,6

19,1

TRANSNET AUDITED RESULTS 20186
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TRANSNED

CAPITAL INVESTMENT ANALYSIS
FOR THE YEAR ENDED 31 MARCH 2016

delivering fraight celiably

Capital investment by commodity

T Piped-Produ‘c“t's """"""""""
Maritime Containers Automotive and Other
Mangangse‘_- Break Bulk

. Bulk

% Coal

: G.ehéra'l Freight

2012 2013 2014 2015 2016

Capital investment by operaﬁng segment o 5- Expansion vs replacement
Rail

Ports _
Pipelines

Replacement: R18,5 billion

~ Expansion: R11,1 billion

Engineering and other

The global economic slowdown has resulted in key customers
deferring their expansionary programmes. Accordingly, this has
“negatively impacted Transnet’s expansionary capital spend for the
current'year.

10
TRANSNET AUDITED RESULTS 2016



MAJOR CAPITAL DELIVERIES

FOR THE YEAR ENDED 31 MARCH 2016

TRANSMED

delivering lreight reliably %‘

Asset type March 2016 Cumulative*
Locomotives**
60 Class 43 Diesel 35 60
95 Class 20 Electric 1 95
100 Class 21 Electric 86 100
233 Class 44 Diesel - 34 34
359 Class 22 Electrical 55 55
Wagons March 2016 Cumulative*
GFB o ' 1400 9388
Export Coal 700 700
Asset type March
2016
Rail refurbishment: Infrastructure
Turnouts ) 114
Universals 228
Screening 360km
Sleepers _325 752

* Cumulative since inception of contracts.

H

** Zero deliveries have been made on the 232 Class 45 Diesel and the 240 Ciass

23 Electrical locomotives.

Asset type

March 2016

. Port Equipment -

Fr‘ohti- End Loaders
Reach Stackers

Ship to shore cranes for DCT

.‘Skld‘ Steer: Loader -

Sweeper Truck

Dredgers

Tugs (Mvezo)

e T N T N

Asset type .

Stage of completion

Pipeline infrastructure

NMPP Coastal Terminal {Tight lining scope) 97%

TRANSNET AUDITED RESULTS 2016

NMPP Inland Terminal 96%
NMPP Trunkline and Pump Stations are fully operational
11



PRIVATE SECTOR PARTICIPATION PROJECTS
FOR THE YEAR ENDED 31 MARCH 2016

TRANSMET

- delivering freight retfably

Portfol:o overview

.Projec_ts progress

Bulk commodities (coal, iron ore = Waterberg Consolidation Lephalale O Swazirail link
and manganese) * Funding for Heavy Haul coal link - e, Manganese Common User Facmty in Mamatwan
: . ® Funding for Durban Dig Out Port . pyrarﬁ;d intermodal hub
Intermodal (focus on c_:ontamers)  Tambo Springs intermodal hub
. . . * Specialized Wagons * Pendoring Chrome loading Terminal
Rail {general freight services) ® GrootvleiCoal Loading Terminal. @ Tharisa Chrome loading Terminal
@ Befmont - Douglas ~ Northern Cape 0} George — Knysna - Western Cape
Branch Lines @ Ceres - Prince Alfred Hamlet - O  Alicedale — Grahamstown — Port Alfred — Eastern
Wolseley : Western Cape Cape

= . S # Agri-port Durban - KZN O -Liqui'd Fuel Terminals.
Ports (multi-purpose services) # East London Grain Elevators '

ional i . + Botswana - Waterberg coal link * Notth So.Uth_.cor'ridor
Reglonal integration @ Maputo corridor and Port investments * East West corridpr _

*» Property Partfolic

Non-core but complementary to r
* Unsolicited bids

Gas to Power in support of DOE PP programme

MDS
® - Blue Train -
O port of Saidénha -Rig Repairg O Boat Building - Port of East London
Operation Phakisa @ Offshqre Supply-Base — Port of O Ship Repairs - Portof Richards Bay
Saldanha-
O Ship Repairs - Port of Saldanha
@ advanced O Development € g hold

TRANSNET AUDITED RESULTS 2016
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IRANSMER

VOLUMES AND OPERATIONS

FOR THE YEAR ENDED 31 MARCH 2016

detivering fraight reliably

i+ Export coal volumes decreased

: by 5,5% from 76,3mt to 72,1mt,
compared to the prior year
mainky due to:

— Overall decline in
commodity prices;

— Locomotive failures (19E
and 11E) were experienced
in the earlier part of the
year;

— Falling coal prices led to
train  cancellations by
customers operating in the
spot market {Glencore);

Volumes (mt)

67,7 692 681

2012 2013 o014

Productivity and-efficiency =

b o

o . ) — Opti Coal, i

c On-time departure {minutes) piér::en; 10:1: o W?:)Cahl
.0

a _ ‘ annually, was placed under

& 209 205 - : _ business rescue; and

é o : . : On_time arrivals (minutes) ) : — Eskom power faitures and

i hid - | - - cable theft.

375

-1

—4—3 - 332 ‘ ‘ » Operational incidents such as

power failures, locomotive
failures, in-section failures and
poor response time to failures
resulted in on-time arrivals

2012 2013 2014 2015 2016

Route density {Richards.Bay cotridor) .

o _ Tonkm/Routekm ‘ ‘ — deteriorating. Strong focus on
o (-4%) 2012 2013 2014 2015 2016 processing times ensured that
. “37,74 7 41'1 39,3 " E o ' on-time departures were better

than the prior year.

* The decréased volumes
negatively impacted corridor
density.

2014 2015 2016

TRANSNET AUDITED RESULTS 2016 13



VOLUMES AND OPERATIONS

FOR THE YEAR ENDED 31 MARCH 2016

delivering Freight raliably

TRANMSNEF

- Rail=export iron‘ore ~ ¢ -

023

338

A% S .:Qi'_u"l"ﬁe's (mt)

543

2012

On-time departure {minutes)

WE

2013

Prddd_&ii\_'fi'ty:.a_nd efficienﬁy T

On-time arrivals (minutes) g

2014 N

2012 2013 2014 2

015

2016

L]

Export iron ore volumes
decreased by 3% from
59,7mt to 58,0mt,

- compared to the prior year,

mainly due to:

— Kumba ordered less
trains as a result of
production  challenges
{lack of sufficient quality
ore}) and cost pressures;
and

— Tippler failures on the
ore line.

Both on-time departures
and ~ on-time arrivals
deteriorated when
compared to prior year as a
result of tippler related
delays and derailments.

TRANSNET AUDITED RESULTS 2016
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VOLUMES AND OPERATIONS

FOR THE YEAR ENDED 31 MARCH 2016

delivering freight reliably =

Rail - General freight business (GFB) ©

81,0 .. 826

2012 2013

On-time departure {minutes)

284 280

213

_38
2012 2013 2014 2015 2016

Productivity and eﬁiciénc_y o S

On-time arrivals {minutes)

357 356

2012 2013 2014

2015

2016

GFB volumes decreased by 7% from the

prior year, mainly due to:

— The economic downturn and low
commodity prices which had a
negative impact on customers. Evraz
Highveld Steel was placed -under
business rescue and AMSA reduced
volumes as a result of the global
meltdown in the steel sector;

— Price reprieves provided to customers
in-support of the economy resulted in
" further revenue shortfalls.
Commitments from customers 10
ramp up volumes in lieu of price
reprieves did not materialise as
expected;

— Customer  cancellations  (33,9%),
market  conditions  (36,5%) and
product  availability  contributed
significantly to the shortfall in volumes
and revenue; and

— Operational  challenges  included
derailments, loading and offloading
equipment breakdowns, locomotive
failures and wagon shortages.

These were partially offset by the
container and automotive business
volumes increasing by 4,2%, evidence of
continued success in the growth of
market share arising from the road-to-rail
modal shift,

Both on-time departures and on-time
arrivals improved significantly, mainly
due to continuous' focus on en-route
menitoring of mainline trains by the
Transnet. National Command Centre as
well aslean and six sigma strategies.

TRANSNET AUDITED RESULTS 2016

15



TRANSMER

VOLUMES AND OPERATIONS o - ;

FOR THE YEAR ENDED 31 MARCH 20116

dalivering freight reliably \és

N o . | : - Volumes(OOOTEUs) . e L I¢ Maritime = container volumes

declined by 4% compared to
" the prior year, due to a decline
int '

— Transshipment containers;
: - Vehicle and transport

equipment imports; and

— 'Exports of electronics, base
metal and chemical
products.

Productivity and efficiency 1

Ship turnaround time (hours)

+479%} G « Ship turnaround times reflect

' well at all the indicated ports
with the exception of East

London and ‘Saldanha iron ore
terminal. These challenges are

Durban - Cape Town Port  Eastlondon Richards  Ngqura Coal (RBCT)  Iron ore - ‘Manganese being addressed.
Elizabeth Bay : (Saldanha) {PE) _

' Porfs ~'containers . ..

“Train turnaround time (hours}

o * Train turnaround -times reflect
+1% well, with the exception of the
[ *)l Cape Town container terminal,
10 1. with notable improvements in
: Pier 2,

DCT - Pler 1 ~ DCT-Pier2 CTCT__ Saldanha Richards Bay Port Elizabeth

TRANSNET AUDITED RESULTS 2016 16



TRANGNER

VOLUMES AND OPERATIONS

FOR THE YEAR ENDED 31 MARCH 2016

delivering freight refisbly %

*  Petroleum products’
volumes increased by 1,4%
compared to the prior
year, mainly due to:

— Increased Avtur
volumes  transported
from the coast; and

— Improved © crude
volumes.

C Volumes b9

167 15,9 172 174

2014 2015 2016

o 2012 2013 .

:  Productivity and efficiency SN
DJP + NMPP capaity utllisation (MUWeek) Operating cost per Mt.km (Nominal R/ME.km) capacity U’f”iSTtion
N . o ‘ averaged 110 mega-litres
1153 1100 .4 (-5%} ' R 120 133 per wgeek, which faﬁs short
compared to the prior

 year.

- Pipefines

DJP 78

| NMPP

2015, 2016 : 2012 2013 2014 2015 2016

', Ordered vs delivered volumes (% of deliverables Planned vs actual delivery time (% of deliverables  * Pipeline operating  costs

- within 5% of order) within 2 hours of plan) - . reflecting  an - increase
. e ' compared to the prior

% 99’0 100’0 X 1-2%) } 84 0__' yeat, in line  with

| A S inflationary pressures.

: L i * Planned vs actual delivery

N . tim flect favourabl
2014 2015 2016 2014 2015 2016 imes retiect urably
: . : against the prior year.

17
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SAFETY - the fifth consecuti\(’e year'tha‘t'th:e: Company recorded a.
DIFR ratio below 0,75 and the global benchmark of 1

. delivering freight reliably k4

TRANSNET

2012 2013 2014

0,74 ' B
. Disabling’ i

'-=.ir_|ju=ry z
frequency
‘rate
(DIFR) ;

| | 2012 2013 2014 2015

.~ fatalities | ot

. (Numbers) '

| 2015

2016

2016

The Company recorded a DIFR performance of 0,69
compared to the target of 0,75. This is the fifth
consecutive year that the Compa ny recorded a DIFR
ratio befow 0,75, due to. continued focus and
investmerit in'safety,

Various safety - management |ntt|at|ves are being
executed throughout the Company, such as
Integrated Health and Safety Management System,
Visible Félt Leadership-and Planned safety audits.

‘employee fatalities. Despite considerable efforts.to
improve ‘safety, .the Company regrets to report
eaght employee fatalities in the current year. These
were mainly due to motor vehicle accidents. The

~Company has implemented veh|cie safety and

'dI’IVE!r awareness campalgns

TRANSNET AUDITED RESULTS 2016

" The organisation remains . committed to zero
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| TRAMSMER
HUMAN RESOURCES — Employment, Transformation, Skills development -

FOR THE YEAR ENDED 31 MARCH 2016

delivering fraight reliably

. Actual % ~ Target% _ .
" Designated categories 2016 2016 +  Transnet achieved and exceeded its
Black . . 842 80,0 ‘ targets for black employees.
. Females at Group Ekco* 31,3 o 50,0 o ‘

, . o : I o _ «  Female representation is growing
Arepresentative ~ Females at GXtend?diE?’fCO _ 44,3 . 50 .st',eadi‘l\‘r despite significant challenges in
‘workforce - o Females below extended Exco 27,5 37,0 _ anoperations heavy environment at

| . PWD's ' : 23 & 2,5 semi and unskilled levels. .

o _jncIudés actr‘ng_Exco members- . o ﬁ; u.; [ —

e Annual 2016

Key performance Indicator Unit of measure Target Actual
Crmmawmens % of personnel costs Saa 38

Rand millien 880

Engineering frainees _ Number of learners > 155 155

~ Technician traineés - | . N'ufnbéf of learhefé - 3 200 232

|  Artisan trainees B _ " Numberofleamers > 665 102

‘ & o Sector specific trainees : . Nunﬁber-.Of'iéarherS © >2000 1830

Ski"sdieve.l‘)pmeh.t'r ' Protection officers’ o - : Number of learners 500 508

. «  Transnet invested 3,6% of personnel costs on skills development initiatives to grow and develop capacity
‘creation SR requirements to:support MDS (focusing on operational and technical training) and plans to spend
' R7,6 billion on training over the MDS period.
«  Transnet achievéd its targets for 2016 in most critical skills that were the focus for the year.
«  Training of protection officers also took place. ' _
» Schools of Excéilen‘cé in Transnet continued to be a great flagship of the Transnet Academy’s delivery
showing positive progress in the School of Security.
.« According to Transnet’s Macro-economic Impact Mode!, Transnet’s activities created or sustained
55 000 direct jobs, 73 736 indirect jobs and 184 499 induced jobs within the wider South African economy.

capacity building and job ~

e A n e = AR RS e1 ] TS 2018 N




- o o TRANSNEF
COMMUNITY DEVELOPMENT - Transnet Foundation invested R248 million
FOR THE YEAR ENDED 31 MARCH 2016 | o

. detivering freight raliably

v 177 871 patients assisted through the Phelophepa trains’ on-board clinics.
+ 378 816 individuals assisted through the train’s outreach programmes.

¢ 1353 medical student placements on Phelophepa.

. _-:Teenage Health programme ‘reached 16 000 glrls and 2400 boys.

Health care — Access to primary health
care services for rural communities.
Two Phelophepa health care trains.

* Two multl -purpose sports complexes completed at Bankhara Bodulong, Northern Cape
« Sports apparel and equipment donated to over 211 schools across the country.
s 105 110 learners partlcrpated in sporting talent events.

Rural and Farm Schools Sports development  + 4 000 programme beneflc.:larles are partlcrpatmg in provmaal/natronal sportrng codes

. EVP pro;ects included: A youth precinct in De-Aar; tourrsm mternshlps for 40 youth at
Saldanha Bay and Vredenburg; Solar energy to 91 households in Rosmead, Eastern Cape;

| Volunte -
:nmdp;?é?j E;:Z:ie: il:‘?:agr:rr:"l::: (EVP) 'mfrastructure upgrades to 4 pre-schools in Greenpoint and Klmberley
s re _+ SEID ‘supported the establishment of kitchen and dining facilities to Masizakhe Children’s
Development (SEID) .
Home in the Eastern Cape.. .

23728 non-financial beneficiaries from SEID.
.+ 9SMMEs establlshed and 45 SMMEs trained. .
“+ 15 participants beneflttlng from adult basic education training (ABET)
. 753 destitute families beneﬂtted from food drstrrbutlon :

Education - Looks after orphaned and . 10 youths drawn into the programme from Waterval Boven, a 'key TFR operational area.
vulnerable youth in communities where » 40 orphans are currently in the programme,

Transnet has large projects or operations. - 80% matric pass-rate’ (umversrty exemptton) by programme beneficiaries in.2015.

- « 13 participants are enrolled at various universities: '

. 155 fuII—trme engmeermg bursarles were awarded.

. Donated just under R4,5 mdhon to various non-profit, charrty and communlty
development prolects and: orgamsatlons

Grants and Donations

Rarlway museum in George attracts increasing number of tourists and school visits.

Heritage preservation — managing Transnet .
Continued with restoration of three steam locomotives and a steam crane.

heritage assets for future generations. .
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TRANSNEF
INDUSTRIAL CAPABILITY BUILDING AND TRANSFORMATION

FOR THE YEAR ENDED 31 MARCH 2016

delivering freight reliably g

% B-BBEE spend of T.MP_S** _ B BBEE categones spend % of TMPS**

Emerging enterprises
Quahfylng small enterprises
Black-owned

Black woman-owned

Broad based bIack'
economlc o
; empowerment
(B BBEE) and local. :
- supplier industry

" development

© - Transnetis - 2008 2009 2010 2011 2012 2013 2014 2015 2016
- currently : ' '

' Supplier development (SD) programme (R million)

: Iated asa Levei 2
B BBEE contr:butor.-f.

119,886

Total contract value - Committed SD obligation ' Actual SD
“TMPS — Total Measurable Procirement Spend LT obligation delivered
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TRANSNET'S ENTERPRISE: DEVFLQPMENT INITIATIVES
FOR THE YEAR ENDED 31 MARCH 2016

TRANSNET

" delivering frelght reliably

ED initiative

Descrlptuon ‘ ‘ | e

Transnet Design and Innovation Challenge
and Research Centre

Through a partnershap between Transnet SABS, JASA and Wits Transnet Centre for Systems Engmeerlng the
Initiative aims to stimulate entry by black entrepreneurs, particularly black youth into the high tech
sectors through Innovation-and R&D famlrtles by mentoring, design capability, funding, incubation, and

accesstomarkets, - _ i ; I

Container Bakeries

A partnership between Transnet and Urrinyakezo to empower 100% rural black women-owned co-
operatlves to run and operate container bakerres in therr communities,

Enterprise Development Hubs

Various Incubation Centres & Academies

The Enterpnse Deveiopment Hub is to ensure that Transnet creates an enabl:ng en\rlronment for SMMEs to
access products and services that are offered by both Provincial and Natronal Economic Development

Instltutlons S : o o

. Through a partnershrp between Transnet and Furntech thIS is a Centre of Excellence for the furmture

industry; to offer business incubation and / or skills development in furniture manufacturing.
» Transnet has also partnered to establish a driving school academy and computer academy for disabled

people.
s The Transnet Shanduka Incubation centres prowdes non- flnanCIai support service aimed at incubating 100%

black-owned SN‘IMEs whlch ¢an meet Transnet’s supply chain needs

Itereleng and Godisa Funds

° A strateglc partnershrp wrth Transnet and Gauteng Enterprise Propelfer armed at provrdrng fmanual and
- non-financial assistance to ensure SMIVIEs benefit from Transnet’s ED programme.

» Collaboration between Transnet, Anglo Ameérican and Small Enterprise Finance Agency to provide both
Financial and Non-Financial Support to Transnet Black Owned Supplier.

o Caprtalrsed with R165 million for 10 years.

 R150:mition for financial assistance and R15 million for non- fmancral assistanhce.

» Business imperative more developmental than.commercial.

s Aims to nurture black-owned Transnet’s.current supphers 50 they can consistently meet their contractual

oblrgatrons and grow their busmesses sustamabiy

Other

* The. Transnet Productivity SA |n1t:at|ve aims {o prowde operatlonai support to quallfvmg Black Qwned
SMMES who are Transnet supp!rers to enstire that they meet Transnet: demand and also address challenges
affecting operational performance affecting product or setvice delivery. This is achieved through an 11
week programme aimed at the reductlon of waste, improving utilization of resources, efficiency and quality.

¢ The GIBS Enterprise Development Academy aims to empower new and existing growth-oriented
entrepreneurs with a business education, mentorship and other support serv:ces in order for them to
build or grow their enterprises.

e A partnershlp between Transnet and AIDC aimed at improving Transnet supplier’s manufacturing and
quahty standards, lean and six sigma training as well as competiveness. _
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FOR THE YEAR ENDED 31 MARCH 2016

ENVIRONMENTAL STEWARDSHIP: Energy efficiency, carbon emissions reduction

TRAMSMET

dellyaring fréight reliably

- Energy consumption & efﬁciehéy .

Tolakfuel

Total electricity
consumption (GWh)

2015 2016

Traction electricity
cfficiency (gtk/kWh)

Total energy

[ 0%,

180 187 68,70 68,30

2016

2015 2016 2015

consumption:{million litres).

7 Carbof emissions

Carbon emissions
{mtCO,e)}

Carbon emiééion_s intensity
: {kgCO,ef ton) -

.2015 2016 : 2015 2016

* Freight commodities market share gains from road
hauliers in the year resulted in carbon emissions savings
to the South African transport sector of 313 699 tC02e.

145 863MWh electricity
regenerated by the new 15E and
"19E locomotives.

LT U O O 0 O 0 O 0 5. W6 A . Y
§5&ﬂ§s; EE NN AR

5
A = S T S T P B R A

£C02e - tons of carbon dioxide equivalent
MWh - Megawatt hours

GJ - Gigajoule

Gtk - gross ton km
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INTERNAL CONTROL ENVIRONMENT TRANSHNET

FOR THE YEAR ENDED 31 MARCH 2016

delivering fraight reftably

Evaluation of the internalcontrol environme‘r‘it :

The Audlt Committee's overall assessment of the. Company s internal control environment is presented in the table below.
2016 , _ , ,

‘| Effectiveness 0 [ Adequacy - Effectiveness . S
. : it : e LA AR Adequate
. N | L Controls exists and are adeqgualely
GovernanCe Adequate Satisfactory - . | Adequate . | Requires ?mprovemenl Z’de’éign'ed and documented.
| Pecple Adequate Safisfactory - L Adequate . -Requires improvement ' Satlsfactory

: : ‘ : : ~Control activities are undertaken as

_ . : . e ) lald down.

Method and practices Adequate Satisfactory ] Adequate ." | Requires improvement B ‘

. i : — . . Requlres Improvement

Limited or no controls exist or are not

Overall Assessment :Réﬁﬁir‘és' Iﬁiﬁr’&e‘meht. L " i
B bttt properly documented (design) or
Conitrols actlvities are not always
‘undertaken as laid down
20 mplementeton)

Adequacy veness [Adequacy .

-.'| Requires improvement

Governance - | Adequate Satisfactory ’ - .| Adequate
People Adequate Satisfactory . ' Adequate . : ,Réquires Improvement
Methods and practices Adequate Satisfactory -|. Adequate ' jRe'qlJ_ires_improvement

QOverall assessment Reguires improvement .

The Audit Committee is of the view that the system of mterna! controis at Transnet is approprlate in terms of:
» Meeting the strategic objectives of Transnet; :

+ Evaluating and mitigating the key risks facing Transnet;

+ Ensuring compliance with applicable laws and regulations;

+ Ensuring that Transnet's assets are safeguarded; and

» Ensuring that transactions undertaken are correctly recorded in Transnet's accounting records,
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REPORTABLE PFMA ITEMS | ‘ TRANSNED
FOR THE YEAR ENDED. 31 MARCH{2016_

delivering fraight reliably

.The Shareholder Represantative determined that the materiality limit for reporting In terms of sectioh-55(2)(b)(i),:(ii) and (iii) of the PFMA, relating to losses and expenditure through criminal
conduct, fruitiess and wasteful and irregular expenditure, is R25 mitlion per fransaction, o

Consequently, the Board of Directors is pleased to advise that In terms df this m‘étériaiity framework no ‘single tfansaction has exceeded this limit.

L2

2016

g ;
i :
N I . S | .- S R - N i
: | :
| S I LR j : : !
i © {7 Numberof: - | : i Number of |
: : Coo o finalised s | i ‘ : finalised
i Number of * . discipiinaryl. . 1 ! Numberof  disclplinary/
i Category of reportable items 3 - ; _ingidents - | - ¢riminal cases: / %! | Rmilion i  incidents __ criminal cases
Fruitless and wasteful expenditure B 25* ‘ 0.04 23,0 ar 247 |
; Losses through criminal gonduct ] w2 | stesr 26t L Mmeen
Non Collection of Revenue T RIS OSSN S
Total rragular expenditure ™ f o0 w2 3t W
____Less: Irragu!akr. expendltu_[g cpndpned - - - ! -
l | |
t i ! ;
. Less: Potential irregular expendliure under investigation 3 - - | - 1 -
oss o o A b R RO S - - S
| 0,06 322 | 31 ‘ A

iRgmaip_in_g_irregulanjexpgpgilture_ _ o B \

A This item mainly relates to o fraudulent activity by an employee which accurred In the prior year. -

* Represents cumulative reportable items of the same nature. o o )
# Reportable items expressed as @ % of toto] expenditure of R46,2 billian {2015: R50,8 biffion), which is net aperating expenditure less personnel costs plus capital expenditure.

The reportable items must be reviewed in the context of the expenditure of R46,2 billion {2015; R50,8 billion) which is 'thé: nétoperating expenditure less personnel costs plus capital expenditure.
+ The table above also reflects 57 disciplinary cases that have been finalised against employees for non-complianice with the PFMA, :

» Theré are numerous ather cases-that are still pending finalisation, and will be reported in thie annual financial statementsfor the year ending 31 March 2017.
« 1032 criminal cases have also been lodged with SAPS, as it relates to losses through criminal conduct. L -
+ The Company is committed to complying with the provisions of the PFMA.arid handling alleged governance breaches in a firm and expeditious manner. Accordingly the company has implemented a

number of preventative initiatives.

*+%pgtantlal expenditure under investigation.

Included in total irregular expenditure is expenditure under investigation regarding the confirmation of the tax compliance status for forelgn’suppliers —the PPPFA regulations require that tenders may only
be awarded to a person whose tax matters have been declared to be in order by the South African Revenue Services {SARS).SARS is only able to provide a taxpayer with confirmation of the taxpayer’s tax
comphance status as compliant if the taxpayer is registered for tax in South Africa. Foreign suppliers are not automatically chargeable with any tax leviableunder the Incomie Tax Act; this is fact based. All-
awards made are assessed at the time of conclusion of the contract, and where the facts endorse that the foreign supplier is not chargeable with any tax leviableunder the Income Tax Act, it is accepted
that no confirmation of the taxpayer's tax compliance status can be provided by SARS. 22 contracts awarded to foreign suppliers, amounting to R229,8 million, have been identified where SARS is notin a

position to confirm the foreign suppliers tax compliance status. Clarity is belng sought on the reporting of these contracts.
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REPORTABLE PFMAITEMS
FOR THE YEAR ENDED 31 MARCH 2016

4 -COMPLETED|

Lagend

-galivering feaight reliably

TRAMSMED

Transnet is committed to prevent and reduce irregular expendlture by embarking on various 1n|t|at|ves to achieve sustamable results 19 initiatives have been -

implemented of which 12 have been completed.

RootCause - |Numbor Initiative - Status
Nen agherences to 1" |Updating PFMA policy and guideline. _ |
Delegation of Authorily and 2 Rol (PFMA trainh ing Divisi !
{Procurement Process. ollout of PF !ra.lmng to alt Operating Divisicns. \
3 |Inclusion of PFMA training in newemployeé induction manual, Y
4 Presentation to Operaling Division Exco members, v
(a) Devetopment and implementation of P FMA online training and accreditation— completed )
5 {p) Accreditation rofled out to all Exco and Exended Exco members and manager levels C,Dand £ {Phasefand 2) Consequence management in progress. .
{¢) Rof out preparailuns ta levels F, G and new appointments from level A 16 Ein progress Targeted roflout Q4 20‘6/20‘6(Phase 3.
6  |Training on standard operational procedures at Operating divisions, :
7 Development and implementation of supplierintégrily pacts,
8 Forensics and procurement tralning en procurement related violations.
9 Fraud resistance assessments and compllance checks.
1] Forensics data analyllcs . .
# Compllance reviewhy TIA on adequacy of |mplem enlation of delegation of authority bn the SAP systeém.
Non agh :
Procurer:ree:tc ae:dt%a ex PFMA Checlists: .
rocedures and can!rpawenlion 2  |Development completed, Establishing wurkaround finks for duplicate controls in other precesses which curremeSAP GRC cannot facilitate. Checklist has been
gf DOA developed in the interim, GheckBist stil lo be validated by Group Compliance for completeness In lerm_s of mesling the full requirements of the PFMA acl.
_ 5 |Activationof SAP requestfor quotation functionality across all Gperating divisions. B
 |Nonadherences to Buslness case prepared and approved.
Procurement Process. - - - -
) Improvement o data analytics solution to monitor sffectiveness and efficiencyof ‘Procure lo Pay process across Transnet.
B |Additional data analyilc Indicators developed.
Overspend on Conlract valuel -t Developing and implermenting canfract In‘ecycre management system. : :
spend on explred contracts B |Contract lifeeycle management system updrade and migration of all conteacts Info a single reposllorycompleted Integration, user access; Inking to purchase
’ ordey, reporing, and tender automation to commence when syslem is fullyfurictional TPT,TCC, TGC,TF, TP, TNPA and TE OD's are live,
7 |'mplementing data quality lmprovemen! projact forvendor, material and service master data clean ups.
Migration of PFMA from Cura system to SAR GRC. T ' ‘Witiative discontinued undil
Irhprove Process and B {SAP GRC system feasibility study completed. Analysis fiom he detafed design phase conflrmed Lhat SA? GRC does not meet business requirements as H \Mll anolher suilable toolis identfied
Systems. requlre an estimated 50% custom development whichis holh ineffictent and expensive. The SAP syslem vill also require duplicate capturing by O0Ys. ’
% |Knowledge sharing with other Public Entittes, {
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© CONCLUSION

FOR THE YEAR ENDED 31 IVIARCH 2016 _

delivering ffaight reliably

» The fourth year of MDS implementation has proved ch'a'!'l"ehging,with'the continued economic
slowdown. : '

¥ Transnet has demonstrated resilience in both its financial and operational performance during the 2016
financial year, and therein, an ability-‘to-adapt' to changing market- co_nditions. '

» Transnet will continue to stimulate the economy securing existing market share and aggresswely
capturing new market share, specifically in the general freight business, whilst executlng its capital

programme based on validated customer demand.

» Management is confident that the strateglc initiatives related to the road-to-rail opportumttes and the
reshaping of the core of Transnet’s operatlons will enable the Company to achieve its targets.

| » We will achieve this with our 4 strategi;:__thrusts:

» Agile: Be fit and focused in a vdléti.le world;

% Admired: Cement ourselves as a-trusted, innovative South African brand;

» Digital: Continuously evolve to improve our customér .\./é.lue' proposition.; and

» United: Uniting Transnet because together we succeed.

27
TRANSNET AUDITED RESULTS 2018



TRANSNET
(i(i E) LIST OF AWARDS

FOR THE YEAR ENDED 31 MARCH 2016

defivering freight reliably

» Nkonki SOC Integrated Reporting AWards 2015 (Winner: Sta'te-Ow'ned Companies).

» Chartered Secretarles Southern Afrrca lntegrated Report Awa rds (Winner: Large State Owned Company
category).

- » Businesswomen’s Association (BWA:)_‘.’—'"Six'Ieading_ibuS‘ihéSSWO'men for 2015 (National Ports Authority).
» Top Employers South Af.‘rica 2016 Cértif'i_ca'ti'on by Top Em plo;y_ers_I.hStitufe'(F.réight' Réi'l').

» 2015 Exporter of the Year Awards'f—;éMér'_it.’Award (Po_ft Térr"niiharls: Nggura Container Terminal; Port
Terminals - Port Efizabeth; and Por"t Te'rminals"—- EaSt?Lonid‘on Te'rminals').

» Nominated among top three flnallst of the 2015 Busmess Contmwty Institute (BCI) Afrlca Awards (Port
Termmals) : ‘

» CFO awards of the year 2015 — Public‘ CFO of th'e-year and tHe_ Strategy Execution Award.

» CIPS Pan African Procurement and SOE_PF AAPP CPO -Awards-ZOlS'— CPO of the year.
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