Reviewed Condensed Consolidated Interim Results

FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2011

Our mission

Our vision

To enable the competitiveness, growth and development of the South African economy by delivering reliable freight
transport and handling services that satisfy customer demand.

For the period ended
(in Rand million)

Continuing operations
Revenue
Net operating expenses excluding depreciation and amortisation

Profit from operations before depreciation, amortisation and items listed below (EBITDA)

Depreciation and amortisation

Profit from operations before the items listed below:
Impairment of assets

Post- retirement benefit obligation income/(expense)
Fair value adjustments

(Loss)/income from associates and joint ventures
Profit from operations before net finance costs
Finance costs

Finance income

Profit before taxation

Taxation

Profit for the period from continuing operations
Discontinued operations

Loss from discontinued operations, including loss on disposal of discontinued operations and impairments

Profit for the period

For the period ended
(in Rand million)

Profit for the period

Other comprehensive income

Exchange differences on translation of foreign operations

Gains on revaluation

Cash flow hedges

Actuarial loss on post-retirement benefit obligations

Taxation relating to components of other comprehensive income
Other comprehensive income for the year, net of taxation

Total comprehensive income for the period

For the period ended
(in Rand million)

Cash flows from operating activities

Cash generated from operations

Security of supply petroleum levy

Changes in working capital

Cash generated from operations after changes in working capital
Finance costs

Finance income

Taxation refunded/(paid)

Settlement of post-retirement benefit obligations
Derivatives settled and raised

Cash flows utilised in investing activities

Investments to maintain operations

Investments to expand operations

Changes in investments, loans, advances and other investing activities
Cash flows (utilised in)/from financing activities

Borrowings raised

Borrowings repaid

Net (decrease)/increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the period
Total cash and cash equivalents at the end of the period

For the period ended
(in Rand million)

Opening balance as at 1 April 2010

Restated comprehensive income for the period (net of taxation)
Comprehensive income for the period as previously reported
Deferred taxation adjustment on revaluations

Deferred taxation adjustment on investment property

Restated balances as at 30 September 2010
Comprehensive income for the period
Transfer to retained earnings

Balances as at 31 March 2011
Comprehensive income for the period
Transfer to retained earnings

Balances as at 30 September 2011

6 months
ended

30 September
2011
Reviewed

22438
(13 014)
9424
(3 933)
5491
(335)
77
(83)

(4)
5146
(2166)
276
3256
(917)
2339

(21)
2318

6 months
ended

30 September
2011
Reviewed
2318
1079
1170
135
(226)
(318)

761
3079

6 months
ended
30 September
2011
Reviewed
6241
9984
328
(2 040)
8272
(2158)
276
317
(131)
(335)
(10 402)
(4502)
(5714)
(186)
(2852)
1901
(4 753)
(7 013)
10876
3863

6 months
ended

30 September
2010
Restated

18654
(11 233)
7421
(3 485)
3936
(430)
(4)

298
49
3849
(1707)
273
2415
(652)
1763

(27)
1736

6 months
ended

30 September
2010
Restated
1736

2381

2707

6 months
ended

30 September
2010
Reviewed
4837

7 946

328

(934)

7340

Issued
capital

12661

Transnet
Freight Rail
6 months 6months | 12months
ended ended ended
30 Sept 30 Sept 31 March
For the period ended 2011 2010 2011
(in Rand million) Reviewed Restated Audited
External revenue 13056 10624 22310
Internal revenue 143 133 297
Total revenue 13199 10757 22607
Earnings before interest, taxation,
depreciation and amortisation
(EBITDA) 4877 3677 8144
Total assets™* 59997 49954 55466
Total liabilities™* 34217 30422 33925
Capital expenditure™ 6122 5335 12542
Cash generated from operations
after changes in working capital 4386 2708 7660

*  QOther includes other seqments, inter-unit eliminations and consolidation adjustments.

** Capital expenditure excl
***Excludes assets and liabilities held-for-sale.

Transnet Transnet National
Rail Engineering Ports Authority

6 months 6months | 12months 6 months 6months | 12months
ended ended ended ended ended ended
30 Sept 30 Sept 31 March 30 Sept 30 Sept 31 March
2011 2010 2011 2011 2010 2011
Reviewed Restated Audited | Reviewed Restated Audited
524 267 661 4043 3853 7343
4500 4060 8665 417 358 718
5024 4327 9326 4 460 4211 8061
600 547 1151 3363 3235 5866
7 507 6465 6944 62 245 54218 60956
4478 3702 3802 33237 26723 29850
214 91 532 694 1037 2031
376 646 1588 3440 2946 6770

udes the effects of borrowing costs, includes capitalised finance leases and capitalised decommissioning liabilities.

# Includes an amount of R328 million (2010: R328 million, 31 March 2011: R1 315 million) relating to the security of supply petroleum levy on the NMPP.

To meet customer demand for reliable freight transport and handling services through:
Fully integrating and maximising the use of our unique set of assets

Continuously driving cost efficiencies

A demonstrated concern for sustainability in everything we do.

12 months
ended As at
31 March (in Rand million)
2011
Audited ASSETS
Non-current assets
37952 Property, plant and equipment
(22189) Investment properties
15763 Intangible assets
(7184) ) . -
8579 Investments in associates and joint ventures
(537) Derivative financial assets
(155) Long-term loans and advances
625 Other investments and long-term financial assets
58
5570 Current assets
(3439) Inventories
561 Trade and other receivables
5692 Current taxation asset
(1508) Derivative financial assets
4184 .
Other short-term investments
(71) Cash and cash equivalents
4113 Assets classified as held-for-sale
Total assets
EQUITY AND LIABILITIES
12 months Capital and reserves
ended Issued capital
31 March
2011 Reserves
Audited Non-current liabilities
4113 Employee benefits
8545
6) Long-term borrowings
8690 Derivative financial liabilities
65 Long-term provisions
(204) Deferred taxation liabilities
2339
( ) Other non-current financial liabilities
6206
10319 Current liabilities
Trade payables and accruals
Short-term borrowings
Current taxation liability
12 months L o
ended Derivative financial liabilities
31 March Short-term provisions
Auiglegj Liabilities directly associated with assets classified as held-for-sale
13159 Total equity and liabilities
16159
1315
792
18 266
(3428)
466
(1379)
For the period ended
Eig:i (in Rand million)
(23018) Profit for the period attributable to the equity holder
(10 423) Profit on the disposal of property, plant and equipment
(12730) Total remeasurements
135 (Reversal of impairment)/impairment and loss on disposal of discontinued operations
12791 Investment property fair value adjustments
18418 . .
(5627) Impairment of property, plant and equipment
5932 Reversal of impairment of loss-making subsidiaries and associates
7944 Total taxation effects of adjustments
10876 Headline earnings
Foreign
currency Actuarial Cash flow
Revaluation translation gains hedging
reserve reserve and losses reserve
22319 25 2495 (79)
2008 - (135) (100)
2001 - (135) (100)
(24) - - -
31 - - -
24327 25 2360 (179)
4304 (6) (12) 147
(84) - - -
28547 19 2348 (32)
837 = (162) 86
(18) = = S
29366 19 2186 54
Transnet Transnet Total reportable
Port Terminals Pipelines segments
6 months 6months | 12months 6 months 6months | 12months 6 months 6months | 12months
ended ended ended ended ended ended ended ended ended
30 Sept 30 Sept 31 March 30 Sept 30 Sept 31 March 30 Sept 30 Sept 31 March
2011 2010 2011 2011 2010 2011 2011 2010 2011
Reviewed Restated Audited | Reviewed Restated Audited | Reviewed Restated Audited
3544 3046 6349 1052 668 1128 22219 18458 37791
1 1 2 1 1 1 5062 4553 9683
3545 3047 6351 1053 669 1129 27 281 23011 47 474
1247 1078 2188 792 418 697 10879 8955 18046
13024 13197 12856 22201 15862 19355 | 164974 139696 | 155577
6754 7626 6637 12699 11893 13530 91385 80 366 87744
361 594 866 2440 3260 6077 9831 10317 22048
1230 965 2424 707* 542% 3450% 10139 7807 21892

30 September 30 September 31 March
2011 2010 2011
Reviewed Restated Audited
155613 131347 146 243
145276 123736 137836
7 503 6925 7368
413 392 464
75 69 81
1809 6 15
17 17 11
520 202 468
14431 15080 20535
2699 2063 2257
5909 5688 5503
= 50 303
214 24 30
1746 1699 1566
3863 5556 10876
247 498 292
170291 146 925 167070
76 745 66 856 73666
12661 12661 12661
64 084 54195 61 005
73719 67 404 72660
3268 3101 3232
49 475 48457 50452
77 466 558
1236 1581 1174
16 657 13313 15415
3006 486 1829
19811 12647 20735
9128 8753 10393
9772 2830 9578
9 - -
71 133 92
831 931 672
16 18 9
170291 146 925 167070
6 months 6 months 12 months
ended ended ended
30 September 30 September 31 March
2011 2010 2011
Reviewed Restated Audited
2318 1736 4113
(44) 2) (33)
(177) (200) (319)
(2) (1) 30
(201) (262) (637
26 63 291
- - 3)
833 73 17
2130 1607 3778
Other Retained
reserve earnings Total
249 25677 63347
- 1736 3509
- 1707 3473
- 6 (18)
- 23 54
249 27413 66 856
- 2377 6810
- 84 -
249 29874 73666
= 2318 3079
- 18 -
249 32210 76 745
Other* Total Transnet
6 months 6months | 12months 6 months 6months | 12months
ended ended ended ended ended ended
30 Sept 30Sept | 31March 30Sept 30Sept | 31March
2011 2010 2011 2011 2010 2011
Reviewed Restated Audited | Reviewed Restated Audited
219 196 161 22438 18654 37952
(5062) (4553) (9683) = - -
(4 843) (4357) (9522), 22438 18654 37952
(1 455) (1534) (2.283) 9424 7421 15763
5070 6731 11201 | 170044 146427 @ 166778
2145 (315) 5651 93530 80051 93395
(283) (70) (544) 9548 10247 21504
(1867) (467) (3626) 8272 7340 18 266



Performance summar

EBITDA from
continuing
operations

Revenue from
continuing
operations
increased 20,3% to

R22,4 billion

increased 27/.0% to

R9,4 billion

Cash generated
from operations
increased 25,6% to

R10,0 billion

Capital

expenditure

amounted to

R9,5 billion

Volume growth -
weighted average

increase of

7.1%

delivering freight reliably

Containers
on rail

increased 23,5% to

361 606 TEUs

TRANSNET

Safety incidents
decreased by

50%

Group operating performance - continuing operations

Revenue for the periodincreased by 20,3% to R22,4 billion (2010:R18,7 billion).
This increase in revenue was mainly due to a 7,1% weighted average growth in
volumes as a result of strong growth in iron ore and container volumes. In line
with customer contractual commitments, export coal and iron ore tariff
adjustments also contributed to the increase. In addition, pipeline tariffs were
increased due to commissioning of new assets as part of the New Multi-Product
Pipeline (NMPP). These tariff increases enable the Company to achieve a fair
returnoninvested capital.

Despite numerous cost-reduction initiatives implemented throughout the
Company, operating costs increased by 15,9% to R13,0 billion (2010:
R11,2 billion?mainly due to higher material costs of 26,5% to address aging
assets and in support of volume growth. Personnel costs increased by 14,0%
due tosalaries and wages being lower in the prior period as aresult of the three-
week industrial strike action and an 8,0% average wage increase in the current
period. In addition, energy costs were adversely impacted by the electricity
tariff increase of 25,0% and anincrease in the price of brent crude oil.

Consequently,earningsbeforeinterest, taxation,depreciationandamortisation
(EBITDA) increased by 27,0% to R9,4 billion (2010: R7,4 billion) resulting in an
EBITDA margin of 42,0% (2010: 39,8%).

Depreciation and amortisation of assets for the period increased by 12,9% to
R3,9billion. Thisincrease is attributable to theroll out of the capitalinvestment
programme and the depreciation of revalued port facilities and pipelines. This
trendis expectedtocontinueinline with the execution of the capital investment
programme over the next five years.

Profit from operations after depreciation and amortisationincreased by 39,5%
to R5,5 billion (2010: R3,9 billion).

Impairment of assets, amounting to R335 million (2010: R430 million), arose
primarily from impairments of trade and other receivables.

The fair value adjustment results mainly from the capital loss as a result of the
early redemption of a portion of the TO18 bonds, offset by an investment
property revaluation gain of R200 million recognised for the period in terms of
IAS 40: Investment Property. The early redemption of the T018 bonds was
completed during the first quarter of the financial year to positively impact the
weighted average cost of debt. The ‘mark to market’ of derivative financial
instrumentsresultedinaloss of R1 million for the period. More specifically, the
loss arose from the ‘'mark to market’ of foreign exchange hedges that Transnet
executed to eliminate foreign currency risk, some of which were not hedge
accounted for in terms of IAS 39: Financial Instruments.

Accordingly, net profit from operations before net finance costs of R5,1 billion
(2010: R3,8 billion) reflected an increase of 33,7% when compared to the
prior period.

Finance costs increased by 26,9% to R2,2 billion (2010: R1,7 billion) due to
increased borrowings to fund the capitalinvestment programme, and arein line
with expectations. Capitalised borrowing costs amounted to R811 million
(2010: R751 million) and are expected to increase in line with the capital
expenditure programme over the next five years.

The taxation charge for the period amounted to R917 million (2010:
R652 million), comprising a deferred taxation charge of R917 million (2010:
R230 million). A current taxation charge was not raised due to taxation
allowances claimed for new locomotives and the NMPP. At 28,2% (2010: 27,0%)
the effective taxationrate for the Group is marginally higher than the corporate
taxationrate of 28,0%.

Profit for the period from continuing operations amounted to R2,3 billion
(2010:R1,8 billion), an increase of 32,7%.

Commentary on Operating division performance

Transnet Freight Rail (TFR)

Revenue increased by 22,7% to R13,2 billion (2010: R10,8 billion) compared to
the prior period. Theincrease inrevenue is attributable to anincrease in general
freight volumes of 6,3% to 39,Imt (2010: 36,8mt) and effective ‘yield
management strategies’ that optimised the cargo mix on general freight
business traffic and an increase in containers on rail of 23,5% to 361 606
twenty-foot equivalent units (TEUs), evidencing a market share increase.
On-time arrivals and departures for the general freight and export coal business
remain a focus area for TFR, as planned performance was not achieved.

Export iron ore volumes increased by 21,5% to 24,9mt (2010: 20,5mt), due to
improved efficiencies which on the departures and arrivals improved
significantly and increased capacity as a result of the capital expenditure
programme. The marginal improvement in export coal volumes of 2,6% to
31,3mt (2010: 30,5mt) is mainly due to the extended period that the line was
shut down for maintenance due to derailments that occurred. However the coal
line has set record weekly volume tonnages of 1,62mt per week during the
month of September 2011. The challenge will be to sustain this performance
over the medium to long term.

Net operating expenses increased by 17,5% during the period to R8,3 billion
compared toR7,1 billion in the prior period. This increase is due to anincrease in
personnel costs of 10,9%, an increase in electricity tariffs of 26% as well as a
31,2% increase in maintenance costs to improve infrastructure and rolling
stock. This resulted in an EBITDA of R4,9 billion (2010: R3,7 billion) an increase
of 32,6% compared to the prior period.

Transnet Rail Engineering (TRE)

Transnet Rail Engineering’s internal revenue increased by 10,8% to R4,5 billion
(2010: R4,1 billion) compared to the prior period. The increase is due to increased
maintenance demand from TFR. Maintenance programmes for locomotives and
wagons are on track to support volume growth. Availability and reliability of rolling
stock continues to improve and impact positively on the service delivery to TFR.

TRE's external revenue increased by 96,3% to R524 million (2010: R267 million)
mainly due to the higher volume of PRASA coach upgrades performed.

Operating expenses increased by 17,0% to R4,4 billion (2010: R3,9 billion) mainly
duetoal5,2%increase in personnel costs and a 12,8% increase in material costs
as aresult of increased production.

Consequently, EBITDA increased by 9,7% to R600 million (2010: R547 million)
compared to the prior period.

Transnet National Ports Authority (TNPA)

Revenue increased by 5,9% to R4,5 billion (2010: R4,2 billion). This growth is
mainly attributable to an improvement in volumes when compared to the prior
period. Container volumes increased by 8,7%, liquid bulk increased by 9,5%, and
automotive volumes increased by 11,4%, offset by the clawback provision
of R327 million (2010: R59 million) resulting from the Record of Decision
instituted by the Ports Regulator.

Operating costs increased by 12,4% to R1 097 million compared to the prior
period (R976 million) mainly due to anincrease in personnel costs of 26,2% as a
result of the annual increase granted in the prior period compounded by the
impact of the industrial strike in the prior period, anincrease in energy costs of
31,5% inline with electricity tariff increases and fuel price increases.

EBITDA has consequently increased by 4,0% to R3,4 billion.

Transnet Port Terminals (TPT)

Revenue increased by 16,3% to R3,5 billion (2010: R3,0 billion) as a result of
higher volumes handled. Container volumes increased by 9,9% to 2 203 211
TEUs (2010:2 004 199 TEUs); bulk volumes increased by 8,0% to 35,1mt (2010:
32,5mt); break-bulk volumes increased by 14,0% to 5,7mt (2010: 5,0mt); and
automotive volumes increased by 8,5% to 333 206 units (2010:307 177 units).

The initiatives implemented to improve the moves per gross crane hour (GCH) at
the Durban Container Terminal Pier 1 have resulted in improvements to 28 GCH
compared to the 23 GCH achieved in the prior period. GCH at Durban Container
Terminal Pier 2 has regressed to 20 GCH from 22 GCH in the prior period as a
result of the implementation of the Navis system at the beginning of the current
financialyear. Animprovementin GCH at Pier 2is expected tobe achieved by the
end of the financial year, with the system now operating optimally after the
initial teething problems. In addition, the aged equipment at DCT Pier 2has been
identified as one of the main contributors to the poor operating efficiency of
this terminal and as a consequence, R1,3 billion of capital expenditure has been
accelerated to address this area of the business. Iron ore loading rates, have
increased by 13,18% to 7 637 tons/per hour, assisted by dual loading and higher
stock pile levels at the Saldanha Bulk Terminal.

Operating expenditure increased by 16,7% to R2,3 billion (2010: R2,0 billion)
mainly due to an 18,2% increase in personnel costs, a 43,9% increase in
energy costs, and a 29,7% increase in material costs as a result of increased
activity levels.

Consequently, EBITDA increased by 15,7% to R1,2 billion (2010: R1,1 billion).

Transnet Pipelines (TPL)

Revenue for the period increased by 57,4% to R1,1 billion (2010: R669 million).
This is predominantly due to the 59% increase in allowable revenue granted by
the National Energy Regulator of South Africa inits 2011/12 tariff decision.

This increase is due to the commissioning of new assets that form part of the
NMPP, amounting to R13 billion, excluding the security of petroleum supply levy.

Operating expenses marginally increased by 4,0% compared to the prior period.
Consequently EBITDA has increased by 89,5% to R792 million (2010:
R418 million).

Group financial position

Revaluation of property, plant and equipment

The Group assesses the revaluation of its pipeline networks in line with its
accounting policy, whichrequires anindependent valuation every three years as
wellas index valuations in the intervening periods. During the current period, an
index valuation to the portinfrastructure was performed.

Accordingly, the carrying value of port infrastructure required a revaluation
adjustment of R1,3 billion in accordance with IAS 16: Property, Plant and
Equipment (2010:R2,2 billion).

Deferred taxation

The deferred taxation liability increased to R16,7 billion (March 2011:
R15,4 billion), primarily due to the revaluation of property, plant and equipment
which has beenrecorded directly in equity.

Cash flows

Cash generated from operations amounted to R10,0 billion (2010: R7,9 billion),
an increase of 25,6% compared to the prior period, which is evidence of the
ability of the Group to generate strong sustainable cash flows. Cash generated
from operations after working capital changes increased by 12,7% to
R8,3 billion (2010: R7,3 billion) due to the adverse impact of working capital
changes. Working capital was negatively impacted by an increase in inventories
tosupport maintenance activity and delayed payments from the Passenger Rail
Agency of South Africa (PRASA).

The cash interest cover ratio decreased to 3,1 times compared to 3,4 times in
the prior period due to an increase in net finance costs, as a consequence of
increased borrowings to fund the capital investment programme. However the
cash interest cover ratio remains above the target of 3,0 times and it is
expectedthat the cashinterest coverratiowillnot fall below the target over the
medium term.

Borrowings

The Group commenced the financial year with a cashbalance of R10,9 billion due
to the inaugural drawdown on the Global Medium Term Note Programme (GMTN)
of US$750 million. Consequently, bond and commercial paper auctions were
suspended until August 2011, and only an amount of R1,9 billion was raised
during the period. The local debt capital market, mainly commercial paper and
bonds, continues to be the primary source of funding for the Group. An amount
of R1,4 billion has been raised through the issue of commercial paper,
R385 million has been raised via bond issues and approximately R131 million
has been drawn down from bank loans.

Transnet repaid borrowings amounting to R4,8 billion, which related
predominantly to domestic bonds, commercial paper, domestic and foreign
loans that matured during the period. During the current period, Transnet early
redeemed a portion of the T018 bonds. The settlement amount paid was
R2 999 million, including a loss of R284 million.

Transnet has successfully concluded a loan of US$400 million, an “A” loan from
the African Development Bank, with the expected drawdown during the current
financial year. A “B” loan of up to US$410 million has also been granted. In
addition, existing undrawn facilities from development finance institutions
(DFls), export credit agencies (ECAs) and the GMTN amount to R11,7 billion that
will be used to fund part of the capital expenditure programme. The Group also
intends to increase the size of the DMTN from the current R30 billion to
R55 billion. An amount of approximately R32,8 billion will need to be borrowed
over the next five years beginning in the 2012 financial year to support the
execution of the capital expenditure programme. The Group has adequate cash
on hand of R3,9 billion (March 2011: R10,9 billion) and banking facilities to meet
its current commitments.

The gearing ratio deteriorated marginally to 42,6% compared to 41,1% as at
31 March 2011, which is below the Group’s target range of 50%, reflecting the
significant capacity available to fund future capital expenditure. The gearing
ratio is not expected to exceed the target ratio over the medium term.

The Company will continue to implement strategies that will reduce the cost of
carry on positive cash balances includingamongst others, investment solutions,
prepayment and the restructuring of debt.

Derivative financial assets and liabilities

Derivative financial instruments are held by the Group to hedge financial risks
associated with the capital investment and borrowing programmes. The ‘mark
tomarket’ of these derivative financial instruments resulted in a net derivative
financial asset of R1,9 billion (31 March 2011: net liability of R605 million). The
recent volatility of foreign exchange rates gave rise to a net asset position.
Cross-currency interest rate hedges were executed to eliminate foreign
currency and interest rate risk on borrowings. These hedges have been cash
flow hedge accounted for in terms of IAS 39: Financial Instruments.

Pension and post-retirement benefit obligations

The Group provides various post-retirement benefits to its active and retired
employees, including pension, post-retirement medical and other benefits. The
two defined benefit funds, namely the Transnet sub-fund of the Transport
Pension Fund (TPF) and the Transnet Second Defined Benefit Fund (TSDBF), are
fully funded with actuarial surpluses of R1,6 billion (March 2011: R2,0 billion)
and R3,5 billion (March 2011: R3,2 billion) respectively. Transnet has not
recognised any portion of the surplus on these funds, as the fund rules at
present do not allow for the distribution of a surplus. The post-retirement
medical benefit obligation is approximately R1,5 billion (March 2011:
R1,5 billion) as at 30 September 2011.

Transnet is continuing to vigorously pursue a solution for the proposed
enhancement of pensioner benefits and the Company is fully aware of the plight
of its pensioners and empathise with their situation and consequently, the
parties remain committed to the exploring of a possible solution by 31 March
2012, following the governance processes required by law.

Contingencies and commitments

There were no material movements in contingencies and commitments since
31 March 2011.

Guarantees

ThesoleShareholderin TransnetSOCLtd,namely the South African Government,
has guaranteed certain borrowings of the Group amounting to R6,5 billion
(2011: R9,5 billion). The redemption of the TO18 bonds has resulted in the
decrease of R3 billion in guarantees from the State.

Capital expenditure

Transnet plays a key role indriving economic growth in South Africa and as such
the Company is committed to providing infrastructure capacity to facilitate and
sustain economic growth. In order to achieve this objective, Transnet has
committed to invest R110,6 billion (in addition to the R86,8 billion invested
over the past five years) over the next five years commencing in 2011/12 to
upgrade existing and create new infrastructure capacity in our rail, port and
pipeline networks. Specific areas of focus for growth will be export coal, export
iron ore, domestic coal and manganese in our rail network. Containers (Ngqura,
Cape Town and Durban) remain a key growth area in the port sector, while the
introduction of the NMPP (Durban to Jameson Park) will almost double capacity
between Durban and Johannesburg. Accordingly, capital investment for the
period amounted to R9,5 billion (excluding capitalised borrowing costs),
R5 billion of which was invested in expanding the current infrastructure and
equipment, while R4,5 billion was invested in maintaining the existing capacity.
Plans arein place to ensure that Transnet meets its planned capital investment
of R25,9 billion for the year.

Progress on major projects
Iron ore line expansions up to 60mt

The iron ore line is the main export channel for iron ore from the mines in the
Northern Cape to the Port of Saldanha. Plans are in place to increase rail
capacity to 60mtpa and port capacity to 58mtpa over the quay wall. The
expansion of the iron ore line is almost complete. The acquisition of two
batches of Class 15E locomotive will facilitate the increase in iron ore capacity
to beyond 60mtpa. The first batch of 44 has already been delivered and
accepted to date. Of the second batch of 32 locomotives, 15 are planned to be
delivered in 2012/13 and 17 are planned for delivery in 2013/14. The new link
line to Kumba’'s mine near Postmasburg is completed and the mine has
commenced hot commissioning of its load out station.

During the year,R950 million was invested in the iron ore expansion projects and
locomotive acquisitions.

Coal line expansions up to 81mt

The coal line is the main export channel for coal and starts from the mines in
Mpumalanga and ends at the Port of Richards Bay. Plans are in place to increase
capacity to 81mt and together with sustaining capital, investment is estimated
tobe R37 billion over the next 10 years.

The acquisition of 110 Class 19E dual voltage locomotives will facilitate the
planned expansion of the coal line to 81mt. The locomotives in combination with
wagons and upgraded infrastructure are expected to result in the increased
throughput of export coal on the Richards Bay corridor. Of the 110 Class 19E
dual voltage locomotives, 80 locomotives have been delivered as at
30 September 2011. A total of 71 locomotives have been accepted into
operations with the remaining 9 locomotives undergoing acceptance testing.

General Freight

An amount of R3,7 billion was invested in the General Freight Business and
relates to the upgrade and maintenance of infrastructure and rolling stock.

100 Class 43 new diesel electric mainline locomotives: 17 Locomotives have
been delivered with 13 having been accepted into operations and deployed
to the Phalaborwa region. A total of 33 locomotives sets are planned to be
deliveredin2011/12 and 65 are planned for delivery in 2012/13.

During the period the accelerated acquisition of 43 diesel locomotives for GFB
was also approved.

Durban Container Terminal (DCT)

The Durban Container Terminalis located at the Port of Durban andis one of the
busiest container facilities in Africa. The project to reengineer the terminal
through reconfiguration and equipment replacement will increase terminal
capacity to 2,9 million TEUs. During the period, the accelerated acquisition of
STS cranes for DCT and additional mobile harbour cranes for Maydon Wharf and
Point were approved. This will facilitate the volume overflow from DCT when
berths are decommissioned for the berth deepening project to enable DCT to
accommodate larger vessels. The terminal has handled 936 000 TEUs up to
September 2011 and is expected to handle over 2000 000 TEUs for the year.

Cape Town Container Terminal

The expansion of the Cape Town Container Terminal will increase capacity to
1,4 million TEUs to address the growth indemand for containers enabling it to be
the second largest port in the country.

The first reconfigured terminal area for refrigerated containers has been
completed. 720m of the 1 130m long quay wall has been deepened to -15,5m
chart datum. Certain sections of the reconfigured stacking area have been
completed. The contract for the acquisition of 32 rubber tyred gantry cranes
has been completed and the equipment commissioned to service. Six of
the eight ship-to-shore cranes are in operation. The terminal has handled
303 050 TEUs for the period and is expected to handle 527 000 TEUs for the
2011/12 year.

Capitalinvestedin the Cape Town Container Terminal amounted to R324 million
for the half year and R3,3 billion since the expansion was undertaken.

Ngqura Container Terminal

The Ngqura Container Terminal is a new facility located at the Port of Ngqura
and provides additional container handling capacity to the ports system in
South Africa, making it the third largest port in the country.

The terminal has handled 257 000 TEUs during the period and is expected to
handle 546 000 TEUs for the full year.

Dredgingis scheduled tobe completedinMay 2012 which will signify completion
of Phase 2 increasing capacity to 800 000 TEUs. Investment in the Ngqura
Container Terminal, including the rail component, amounted to R149 million
for the period. Due to the demand projections, Transnet has commenced with
the approval process for Phase 2A of the project to expand capacity from
800 000 TEUs to 1,5 million TEUs. The expansion involves the acquisition of
container handling equipment. This cost is an additional R900 million to the
approved five-year plan and supports Transnet's strategy of creating capacity
ahead of demand.

New Multi-Product Pipeline

Thisisastrategicinvestment tosecure the supply ofipetroleum products to the
inland market over the long term. The NMPP is one of the largest multi-product
pipelines in the world, and one of the most complex. Aninnovative engineering
projectinconcept, designandimplementation, it remains unseen by many South
Africans as the pipeline component of the NMPP system of assets is buried
underground over a distance of 715km.

This pipeline will replace the old Durban-Johannesburg pipeline which is running
at full capacity and nearing the end of its economic life. The Company is
confident that the revised schedule and costs will not be exceeded. The NMPP
constructionis progressingaccording to the revised planand Transnet Pipelines
successfully commissioned the Kendal - Waltloo, Jameson Park - Alrode and
Alrode - Langlaagte sections of the pipeline on 31 May 2011. Line fill was
introduced into the 24 inch trunk line on 17 October 2011, which marked the
beginning of the commissioning phase for this part of the pipeline. Consequently,
the construction of the pipeline and pumpstations are now complete and focus
willbe aimed at completing the construction of the coastal and inland terminals.
Operationalisation of the 24 inch trunkline is scheduled for January 2012 and
completion of the entire project is still expected to be by December 2013.

Competitive Supplier Development Programme (CSDP),
BBBEE and Skills Development

Transnet fully supports the growth aspirations of South Africa as set out in the
New Growth Path, and is actively contributing to catalysing growth. While the
Company is spending on improving South Africa’s transport infrastructure, it is
leveraging this spend to transform and grow the local economy.

Transnet's commitment to transformation is co-ordinated through our Supplier
DevelopmentProgramme. Two key facets of the programme are the Competitive
Supplier Development Programme (CSDP) and BBBEE.

The CSDP focuses on localisation, skills development and job creation and
preservation.

Transnet is continuing to expand its benefit realisation in the locomotive
procurement programme. In addition, the ports sector is also well on the way
and a contract, which included CSDP commitments, was recently awarded to
China-based Shanghai Zhenhua Heavy Industries Co. (ZPMC) for the acquisition
of ship-to-shore cranes.

Transnet’s recognised BBBEE procurement of 76% (2010: 72%) is in excess of
the Department of Trade and Industry required targets of 50% and efforts are
still focused on driving transformation through setting higher targets for the
Company. Actual spend on BBBEE suppliers is R13,9 billion (2010: RI2,1 billion).

Currently, the Company has awarded 366 engineering bursaries, 178 technician
learners arereceiving experimental trainingand a total of 1 812 apprentices are
employed by the Company.

Continued focus on safety, health and environment
(SHE)

The aging infrastructure and non-adherence to standard operating procedures
have been the main contributors to most of the yard derailments as well as the
running line derailments. The root causes of these incidents were analysed and
various corrective and preventative measures are being implemented, with a
focus on security issues, crew resourcing management, infrastructure
replacement and improvement, train control management, a wreck reduction
plan and the application of technology to improve control systems. These
corrective and preventative measures have reduced the number of safety
incidents by 50% resulting in a significant decline in costs.

Itis clear that the fight to reduce SHE-related incidents will be achieved by the
ongoing commitment by Transnet working in collaboration with government,
municipalities, and our key stakeholder, the public at large. This is best
illustrated with the project involving the construction of a 3km-long wall along
the railway line going through the OR Tambo informal settlement in Mbekwent,
Paarl in the Western Cape Province, undertaken at a cost of R8 million.
Furthermore, improved co-operation with the Road Traffic Management
Corporation has resulted in more effective law enforcement at level crossings.

Despite considerable efforts to improve safety, employee and public fatalities
and derailments remain a serious concern. The Company regrets to report five
work-related employee fatalities, and a total of 58 public fatalities. Whilst
derailment incidents have decreased when compared to the prior period, there
were still derailments reported on the coal line, which impacted volumes.
Increased trolley trips and ultrasonic measurement car inspections on tracks
have been implemented to reduce running line derailments. ‘Deutsche Bahn’
recommendations regarding safety awarenesss training has also been
implemented at the depots.

Consequently, the Company’s rolling Disabling Injury Frequency Rate (DIFR) - an
internationally accepted benchmark - deteriorated to 0,85 at 30 September
2011 compared to 0,73 for the prior period. Safety management systems have
also been instituted to ensure investigations of all injury related incidents,
including occupational diseases are carried out efficiently and effectively.

The Board wishes toreiterate its continued commitment to employees’and the
public's safety as a vital and integrated element of business operations across
the Company. The Company strives for zero fatalities in all operations.

Corporate social investment (CSI)

Transnet will invest over R160 million in its social programmes across South
Africa with approximately 32% of the budget already disbursed during the
period focusing on healthcare, teacher education and sports development.

Central to its corporate investment are health, education, sport and employee
volunteerism, while the Operating divisions respond to the needs of deserving
vulnerable communities surrounding their operations.

The Rural and Farm Schools Sport programme; targets learners from 13 to 17
years of age in the poorest rural areas of the Free State, KwaZulu-Natal,
Limpopo, North West, Northern Cape and Eastern Cape. Since its inception in
the year 2000 about 412 000 learners have benefited and about 400 teachers
have been trained and accredited as coaches, umpires and referees. During the
period under review, 80 000 learners have participated in the programme with
90 teachers skilled as coaches, referees and umpires.

The two new programmes namely, the Teacher Development and Employee
Volunteer Programme (EVP) are proceeding as planned. The EVP will operate at
three sites, namely Diepsloot, Motherwell and Inanda.

Legislative compliance

To the best knowledge of the Board of Directors, there has been no material
breakdown in controls leading to non-compliance with regulatory requirements
against the Company. The Company has therefore, in all material respects,
compliedwithall theregulatory requirements applicable to it during the current
financial period.

Economic regulation

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

Transnet Pipelines

On 29 July 2011, Transnet Pipelines submitted its 2012/13 petroleum pipeline
tariff application to NERSA, requesting a basic revenue increase of 27%. The
application included a request for an F-factor to enable Transnet Pipelines to
achieve a cash interest cover of three times. NERSA published the tariff
application for public comment.

Transnet National Ports Authority

Anupdateddiscussionpaperontheproposedtariff methodology was submitted
to the Ports Regulator on 16 May 2011. Further, the 2012/13 TNPA tariff
application was submitted to the Ports Regulator on 29 July 2011, requesting a
tariff increase of 18%. The Ports Regulator has since published the application,
inviting comment. The Ports Regulator has held roadshows on the tariff
application in the four major cities from 26 to 29 September 2011.

Transnet Freight Rail

The Department of Transport has embarked on initiatives to introduce rail
reform through, amongst others, the establishment of an Interim Rail Economic
Regulator. Transnet understands that the proposal of vertically separating TFR
has been put onhold by the Department of Transport.

Group accounting policies

The condensed financial information has been prepared in compliance with
International Accounting Standard (IAS) 34: Interim Financial Reporting and the
requirements of the Companies Act 2008 (as amended).

Financial information presented has been prepared using accounting policies
that comply with International Financial Reporting Standards. The accounting
policies are consistent with those applied in the annual financial statements for
the year ended 31 March 2011.

Any other new standards and interpretations issued by the International
Accounting Standards Board effective for the period under review did not have
animpact on the Group's financial results.

Restatements

The restatements made to the prior period’s financial information is due to the
adoption of the amendments to IAS 12 and a change in the Group’s accounting
policy relating to deferred taxation onrevalued assets are detailed below.

Deferred taxation on investment property

The amendments made to IAS 12: Income Taxes have resulted in the Group
applying a deferred taxation rate of 14% to the difference between its
investment property buildings tax base and fair value, as opposed to the 28%
usedinthe past, as therecovery of the asset is deemed to be viasale in terms of
the amended standard. The financial impact of the restatements is detailed in
the table below.

Deferred taxation on revalued assets

The change in the Group’s accounting policy adopted as at 31 March 2011 has
resulted in deferred taxation on the difference between the revalued carrying
amount and the tax base being calculated at arate of 28% as opposed to the 0%
used in the past. Accordingly an adjustment was required in the comparative
financial period, as detailed in the table below.

Change in accounting policy and restatements

For the period ended 30 September
(in Rand million) 2010
STATEMENT OF FINANCIAL POSITION

Equity attributable to the equity holder as previously reported 67929
Net effect of restatements (1073)
Deferred taxation adjustment on revaluations (1 260)
Deferred taxation adjustment on investment property 187
Restated equity attributable to the equity holder 66 856
INCOME STATEMENT

Net profit attributable to the equity holder as previously

reported 1707
Net effect of restatements 29
Deferred taxation adjustment on revaluations 6
Deferred taxation adjustment on investment property 23
Restated net profit attributable to the equity holder 1736

Post-balance sheet events

There have been no events that have occurred after the statement of financial
position date that would have a material impact on reported results other than
the conclusion of the “A” and “B” loans amounting to US$810 million from the
African Development Bank.

External auditor’s review report

The condensed financial information for the six-month period ended
30 September 2011 has been reviewed by the Group’s independent auditors,
Deloitte & Touche. The review was conducted in accordance with ISRE 2410
‘Review of Interim Financial Information performed by the Independent Auditor
ofthe Entity’. Acopy of theirunmodified reviewreportisavailable forinspection
at the Company’s registered office. Any reference to future financial
performance included in this announcement has not been reviewed or reported
on by the Company’s auditors.

Prospects

The uncertain economic environment, the need to improve operational
efficiencies, safety and the continued execution of the significant capital
expenditure programme will pose challenges going forward, but the Company
will focus on executing its current plans to meet its commitments.

Approval and preparation

The audit reviewed interim financial statements have been prepared under the
supervision of the Group Chief Executive.

Signed onbehalf of the Board of Directors

ME Mkwanazi B Molefe
Chairman Group Chief Executive
24 October 2011 24 October 2011
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