N

& -\
[t

RN
. \!
ZXARRA

national treasury

Department:
National Treasury
REPUBLIC OF SOUTH AFRICA

ESTIMATES OF NATIONA
EXPENDITURE




Vote 9: Public Enterprises

The finalisation of the airline’s 2016/17 audit was delayed due to the airline being unable to satisfactorily
demonstrate to the auditor general its ability to continue operating on a going concern basis for a period of at
least 12 months after signing off on its annual financial statements, as required by section 4 of the Companies
Act (2008). The airline reported revenue of R2.3 billion in the 2015/16 unaudited annual financial statements
compared with the audited revenue of R2.4 billion in 2016/17. Operating expenses increased from R2.3 billion
in 2015/16 to R2.5 billion in 2016/17, mainly due to an increase in operating leases of R282 million, which
were aimed at minimising the impact of the technical disruptions to the revenue stream and the operational
stability of the airline. The adverse financial performance is attributable to the marginal decrease in revenue,
coupled with a higher cost structure.

South African Forestry Company

The South African Forestry Company was established in 1992 in terms of the Management of State Forestry
Act (1992). The company is mandated to ensure the sustainable management of plantation forests, increase
downstream timber processing, and play a catalytic role in rural economic development and transformation. In
performing these functions, the South African Forestry Company contributes to outcome 7 (comprehensive
rural development and land reform) of government’s 2014-2019 medium-term strategic framework. Over the
MTEF period, the company plans to continue fulfilling its commitments to communities near its operations,
and diversify its product offering by increasing its production of timber for public facilities, pole treatment for
the electricity distribution sector, and furniture.

The company’s revenue reached R1 billion in 2016/17, representing a 13.7 per cent increase from R891 million
in 2015/16. Similarly, net profit increased, from a loss of R43 million in 2015/16, to R114.4 million in 2016/17.
This was achieved through increased sales, higher average selling price and through improved operating costs.
Revenue is projected to reach R1.5 billion by 2019/20.

Transnet

Transnet plays a significant role in the development and continual improvement of South Africa’s freight
logistics chain. The company is mandated to contribute to lowering the cost of doing business in South Africa,
enable economic growth, and ensure the security of supply through providing appropriate port, rail and
pipeline infrastructure. The company’s mandate is closely aligned with outcome 6 (an efficient, competitive
and responsive infrastructure network) of government’s 2014-2019 medium-term strategic framework.

Over the medium term, Transnet plans to increase its footprint to enable regional integration by driving
regional business activities through the recently established Transnet International Holdings. As per the
corporate plan submitted in February 2017, over the seven-year period ending 2023/24, Transnet plans to
invest R229.2 billion in capital expenditure across its operating divisions to sustain and expand capacity,
particularly in rail, port and pipeline infrastructure. R20 billion of this investment is earmarked for mergers and
acquisitions to diversify revenue streams through geographic expansion in the Southern African Development
Community. Since the inception of Transnet’s market demand strategy in 2012, more than R145 billion has
been spent on projects including the expansion of South Africa’s rail, port and pipeline freight infrastructure
network.

As a result of improved infrastructure, Transnet Freight Rail, a division of Transnet, moved a total of
219.1 million tons in 2016/17, an increase from 214.2 million tons recorded in 2015/16. This increase was
made possible by business development initiatives such as road to rail migration, and contributed to
Transnet’s overall increase in revenue of 5.3 per cent year on year, to R65.5 billion in 2016/17. As such, the
company’s profit increased by 600 per cent year on year, from R393 million in 2015/16 to R2.8 billion in
2016/17. Rail freight volumes are expected to increase to 235 million tons in 2018/19, from 219.1 million tons
in 2016/17.

The year on year performance of ports has improved slightly, from 4 366 376 twenty-foot equivalent units
(TEUs) in 2015/16 to 4 395 962 TEUs in 2016/17. To date, 15 billion litres of diesel have been delivered through
the new multi-product pipeline, which is a strategic investment to secure the supply of petroleum products
from the coastal terminal in Durban to the inland market over the long term.
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