EXHIBIT BB 6

STATEMENT & ANNEXURE

OF

SHARLA CHETTY



JUDICIAL COMMISSION OF INQUIRY INTO ALLEGATIONS OF STATE CAPTURE,
CORRUPTION AND FRAUD IN THE PUBLIC SECTOR INCLUDING ORGANS OF STATE

2" floor, Hillside House
17 Empire Road,

Parktown
Johannesburg
2193

Tel: (010) 214-0651

Email:

inquiries@sastatecapture.org.za

Website: www.sastatecapture.org.za

INDEX: EXHIBIT BB 6

Description Pages
Statement of Sharla Chetty 001 to 007
Annexure “CV 17 008 to 009
Annexure “CV 2” 010 to 017
Annexure “CV 3” 018 to 021
Annexure “CV 4” 022 to 043
Annexure “CV 5” 044 to 049
Annexure “CV 6” 050 to 055
Annexure “CV 77 056 to 061
Annexure “CV 8" 062 to 063
Annexure “CV 9” 064 to 067
Annexure “CV 10” 068 to 069
Annexure “CV 11” 070 to 071
Annexure “CV 12" 072 to 073

Annexure “CV 13”

074 to 075




Description Pages
Annexure “CV 14” 076 to 078
Annexure “CV 15” 079 to 086
Annexure “CV 16” 087 to 094
Annexure “CV 17" 095 to 318




SC-001

STATEMENT

I, the undersigned,

SHARLA CHETTY

do hereby state that:

I have been requested by the Commission to provide a statement in respect of the
procurement processes followed by Transnet in the awarding of certain high value tenders
to specific entities where | was personally involved in such processes. Accbrdingly, this
statement deals with the procurement process relating to the awarding of the Network

Services Master Service Agreement (the MSA) to Neotel (Pty) Lid.

1. The facts contained in this statement are both true and correct, and within my personal

knowledge, unless the context provides otherwise.

INTRODUCTION

2. | qualified as a chartered account in 2000 and joined Transnet in 2003 as the Corporate
Financial Accountant at Transnet Port Terminals (TPT), formerly South African Port

Operations. My current position is that of Chief Information Officer of TPT. | took up this

position from January 2018.
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3. During my employment at Transnet | held various senior executive positions in different
divisions of Transnet. This includes the following positions: Chief Financial Officer at
Transnet Pipelines (TPL), Chief Financial Officer at Transnet Port Terminals (TPT), and

Chief Executive of Transnet Pipelines (TPL).

4. During my 15 years of service at Transnet | managed various porifolios and | gained
significant experience in IT, procurement and finance. In particular, | gained a sound
knowledge of high value tenders (HVT) and the related procurement process. For the
period under review (2012) high value tender within Transnet refers to any tender with a
value higher than R50 million, this value has subsequently increased to R100 million. The
tender for the Network Services Master Services contract falls within the definition of HVT

since its estimated total contract value was approximately R1.5 billion.

PROCUREMENT PROCESS AND AWARDING OF THE MSA CONTRACT TO NEOTEL
(PTY) LTD

5. In 2013 the former Group Chief Executive of Transnet (“Mr. Molefe”) appointed me to act
in his position as the Group Chief Executive (“GCE”) for the period, 28 October 2013 - 1

November 2013. Mr Molefe delegated his powers to me. Annexure SC1

6. In my capacity as the Acting GCE, | was presented with a memorandum for the approval
of the procurement process and the awarding of a tender (GSM/13/04/0722) for the
provision of Network Services, in accordance with the recommendation made by the Cross

Functional Evaluation Team (CFET) to the qualified bidder, Neotel (Pty) Lid. Annexure

§C2

7. Due to the fact that | was based in Durban, | was provided with the following documents
via email Annexure SC3 in order to consider the recommendation to approve the

procurement process and award of tender:

ES S
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7.1. Tender Evaluation and Recommendation Report (TEAR) Annexure SC4;
7.2. Transnet Internal Audit Reports;
7.2.1. Report 1 — Covering period 6/05/2013 to 14/06/2013 — (Satisfactory report)
Annexure SC5
7.2.2. Report 2 - Covering period 6/05/2013 to 09/06/2013- (Satisfactory report)
Annexure SC6
7.23. Report 3 - Covering period 13/08/2013 to 15/10/2013 — (Requires
Improvement) Ahnexure SC7
7.3. Excerpt of decision of the Board of Directors of Transnet SOC LTD approving the 2-
month extension of the existing Neotel Network Master Services Agreement (MSA)
and the transition period capped to a maximum of 12 months from 1 November 2013.

Annexure SC8

8. In my capacity as Acting GCE, | was specifically requested to:
8.1. Approve the procurement process and award of the tender to Neotel (PTY) Ltd
Annexure SC2;
8.2. Sign a Letter of Intent (LOI) for the preferred bidder; Annexure SC9
8.3. Sign Letter of Regret for the four (4) unsuccessful bidders; Annexures SC10-13

8.4. Sign the letter to extend the current Neotel contract Annexure SC14

9. In arriving at a decision, | was supported by Mr Garry Pita, the Group Chief Supply Chain
Officer at the time ("Mr Pita™). Mr Pita and | had a telephonic discussion during which he

briefed me on the procurement process that was followed for the specific tender.

10. | furthermore studied the documentation that was provided to me and | was satisfied that
the documentation was comprehensive and that it explained the procurement process in
sufficient detail to enable me to duly exercise my delegated powers to approve the award

of the tender.
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11. In reaching my decision to award the tender to Neotel, | had placed reliance on the TEAR
as well as the Transnet Internal Audit (TIA} reports that had a green status. The issue
highlighted in the TEAR report, regarding the rounding—off of the scores, had been

sufficiently addressed through the confirmation received from National Treasury.

11.1.  The TEAR report discussed the entire procurement process, from stages 1-5 and
it highlights any discrepancies that were identified during stage 3, it further clarifies
these discrepancies by stating the corrective measures that were taken to resoive
it.

11.2. i took further comfort in the fact that Transnet Internal Audit (TIA) (as set out in

' page 19 of the TEAR) had produced the requisite gateway reports which confirmed
that the procurement process was compliant with Transnet policies.

11.3. After | had duly considered all the facts that were presented to me, | did the
following on 31 October 2013:
11.3.1.1. Approved the procurement process and awarded the tender to Neotel

(PTY) Ltd;

11.3.1.2.  Signed the Letter of Intent (LOI) for the preferred bidder, being Neotel;
Annexure SC9

11.8.1.3. Signed the Letters of Regret for the four (4) unsuccessful bidders;
Annexure SC10-13

11.3.1.4. Signed the letter to extend the current Neotel contract in line with the
memorandum Annexure SC14

11.3.1.5. Approved and signed the memorandum and supporting letters as

required by the memorandum. Annexure SC15
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SUBSEQUENT OVERIDING OF THE AWARD TO NEOTEL

12.1 have been presented by the Commission’s investigators with documents that reflect
subsequent events after | had awarded the tender to Neotel {(PTY), in particular, a
memorandum dated 20 November 2013. This memorandum was signed by Mr. Molefe
and addressed to Anoj Singh the Group Chief Financial Officer and the Mr. Pita, the Group
Supply Chain Officer. Annexure SC16

13. The aforesaid memorandum refiects a decision to award the Network Services Master
Service tender to T-Systems. Effectively overturning the award, | made on 31 Ocicber

2013 to Neotel. Paragraph 26 and 27 of the memorandum states the following:

13.1.1.°....Based on the explanations given above, | request that the group Chief
Financial Officer, Group Information Officer and the Group Chief Supply Chain
Officer to note my decisions to award the contract to T-Systems South Africa in
terms of section 20.5 of the Procurement Procedure Manual (PPM) and that I am

overriding the recommendation made in the TEAR report (par 27);

13.1.2. “Please find the folfowing attached:

i. Signed Letter of Intent to T-Systems South Africa (Annexure G);
ii. Signed Letter of Regret to four (4) unsuccessful bidders (Annexure H); and
iii. Signed Letter to extend the current Neotel Contract (Annexure 1)” Par (27)

14. Neither Mr. Molefe, nor any of the other officials, consulted with me or informed me that

my decision had been overridden /overturned.

=)
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CONCLUSION

15. Based on my interpretation of paragraph 20.5 of the Procurement Procedures Manual
(‘PPM") Annexure SC17, if Mr Molefe had concerns on the awarding of the tender to
Neotel, he should have referred the matter back to the recommending officers or the
evaluation team and he should have considered the responses from the recommending
officers before making his final decision. In addition, if there is any material risks as per
paragraph 20.2.14 of the PPM that the GCE was aware of, he should have requested for
a risk evaluation (if not sufficiently addressed) before making his final decision.

16. Mr Molefe did mention in paragraph 7 of the said letter that he had meetings with
recommending officers for re-motivation but we have no sight of their responses which
should have been reduced to writing for good governance purposes.

17. Mr Molefe reasons provided for overriding the recommending officers’ decision are in my
opinion not valid for the following reasons:

17.1. Counterparty risk and alienation of state assets — | believed this risk was mitigated
based on paragraph 11 of the TEAR and could also have been firmed up in the
contractual negotiations.

17.2. Concentration risk — This risk was dealt with in paragraph 2.7 of the TEAR which
provides reasons why awarding to a single service provider was more preferable.
In addition, awarding the bid to T Systems would actually increase the
concentration risk as they were already providing IT services to Transnet. The due
diligence report also indicated an amber status for T Systems which indicates that
there was a risk of them not being able to fully supply the service to Transnet.

17.3. BBBEE Partners- This component was part of the evaluation criteria and
considered in arriving at the recommendation. This should not have been
considered in isolation of the other evaluation criteria.

17.4. Information Security Incident — Per the PPM unless a bidder has been disqualified

or backlisted you cannot use your contract experience with them to not award
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business to them if the process followed was fair and transparent. The incident
mentioned should have been managed through the current contract and not be
used to prejudice a bidder.

17.5. CCTV Network issues — This should have been dealt with contractually with Neotel
if there were issues with their performance. This is contract management and
cannot be used to prejudice a bidder.

18. Paragraph 2.4 of the TEAR Fourth Price Evaluation Annexure SC3 clearly indicates that
the possible price reductions could not be taken into account as the final pricing had
already been submitted. Mr Molefe could not approve that the price reduction be
considered as part of T System best and final offer as this prejudices the other bidders

and is not considered fair and transparent.

Bty

€,_.

SHARLA CHETTY (MAIDEN PILLAY)

DATE: 12 April 2019
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r
SUB-DELEGATION OF AUTHORITY

1, Brian Molefe, in my capacity as the Group Chief Executive, hereby delegate all
the power of authority vested in me to Sharia Pillay, Chief Executive: Transnet
Pipelines, for the period 28 October 2013 to 01 November 2013.

A comprehensive report of significant incidents, rulings, occurrences and decisions

taken during my absence, must be forwarded to my office on my retum. Copies of
all approvals/decisions taken must also be forwarded, for record purposes.

Signedonthe 25  day of _October 2013 In _Johannesburg

SIGN WITNESS: UM@&

o

I, Sharla Pillay, Chief Executive: Transnet Pipelines, accept the authority as
delegated to me by Brian Molefe, Group Chief Executive and will present a
report of significant Incidents, rulings, occurrences and dedslons taken during the

period of my acting.

Signedonthe __ 28" day of _Ocrshe., 2013in__ Dutben

7
SIGNED: oy - WITNESS: _ 1. 5{&:/2@,{9(
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Transnet SOC Ltd Carlton Centre F.D0. Box 72501 TRANSNET
Registraticn 150 Commissioner.. Parkview. .. .. —-— - e S — —=
Number Str. Johannesburg South Africa, 2122
1890/000900/30 2001 T +27 11 308 2250 '
F +27 11 308 1269 r
MEMORANDUM

Wi . transnet . net

To: Sharla Pillay, Acting Group Chief Executive (GCE)

From: Mohammed Mahomedy, Acting Group Chief Financial Officer (GCFQ)
Mantsika Matooane (Chief Information Officer)
Garry Pita, Group Chief Supply Chain Officer (GCSCO)

Date: 30 October 2013
Subject: RFP No. GSM/13/04/0722 for Provision of Network Services — Request

for approval to approve the process, award contract and issue a Letter of
Intent (LOI) inviting Neotel to further negotiations as the preferred

bidder of this RFP
PURPOSE OF SUBMISSION:

1. To request the Group Chief Executive (GCE) to:

> Approve the procurement process and award of business to Neotel (Pty) Ltd;

> Sign the Letter of Intent (LOI) for the preferred bidder (See Annexure Q);

> Sign letters of regret for the four (4) unsuccessful bidders (See Annexure R) and

»  Sign the letter to extend the current Neotel contract (Annexure T).
BACKGROUND:

2, The current five (5) year Neotel contract for Network Services was established through a
sale agreement of Transtel to Neotel, This agreement was due to expire on 31 March
2013 and the Board subsequently approved five (5) and two (2) months extensions
respectively and the current expiry date is 31 October 2013.

3. All Transnet Operating Divisions {ODs) make use of this contract for their Network
Services requirements and the contract is managed at Group level by EIMS previously
known as Group ICT,

4. The need for the Network Services RFP came about as a result of the imminent expiry of
the Network Services agreement with Neotel (Pty) Ltd and the Transnet Board requested

that management should test the open market for this requirement.

; )

DISCUSSION
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A Network Services sourcing strategy and RFP was prepared by the Cross Functional
Sourcing Team (CFST) that consisted of technical representatives from all ODs. This
sourcing strategy was recommended by the Executive Committee (EXCO) and Board
Acquisitions and Disposal Committee (BADC) and approved by the Board of Directors
(Board) in February 2013. The subsequent amendments on the sourcing strategy
pertaining to the contract period and technical threshold were further approved by the
BADC on 29 May 2013,

The Board delegated authority to approve the Sourcing Strategy, RFP, Advert and Award
to the Group Chief Executive Officer subject to approval of the BADC and the BADC
concurred with that recommendation. Refer to Annexure B of the attached TEAR report
for the BADC resolution delegating authority to the GCE as indicated above.

An RFP was sent out to the market on 14 June 2013 and closed on 13 August 2013 after
being extended twice as per requests from the bidders and approved by the GCE. A
compulsory briefing session was held on 27 June 2013 and all nineteen (19) bidders who
purchased the RFP document attended the briefing session. Only five (5) bidders
responded to the RFP.

Bidders were evaluated against specific criteria as set out in the Request for Proposal
(RFP) that was approved by the GCE on 09 June 2013. The table below indicates the
number of bidders that passed at each of the evaluation stages.

Evaluations
Stage 1 Stage 2 Stage 3 Stage 4 Stage 5
Administrative ‘Substantive Technical Commerdial Award incl.
Responsiveness | Responsiveness | Evaluation Evaluation Post Tender
AL Negotiations
5 4 1 3 3 . 1

It was concluded during the technical evaluation process that three (3) bidders namely
Neotel (Bidder 1}, Dimension Data (Bidder 3) and T-Systems (Bidder 5) passed stage 1 to
4 of the evaluation process.

The preliminary Network Services evaluation results in the form of a Tender Evaluation
and Recommendation (TEAR) report were presented to Management for review on 01
October 2013. Management identified scoring discrepancies and requested that the Cross
Functional Evaluation Team (CFET) should re-moderate areas where there were huge
scoring discrepancies to be in line with Section 18.4.1(iii) of the PPM that stipulates that
an outlying score/s should as a general guideline be determined where there is a point
differential of more than 4 points on the 10 point scale as compared to the other scores.
A re-moderation session was held at Carlton Centre on 04 October 2013 where all the
impacted service towers were re-moderated and agreed upon by the entire evaluation
team including Transnet Internal Audit (TIA).

Transnet has also considered the issue of Vodacom acquiring Neotel, its assets and
customer base as part of this RFP. Neotel has however indicated as part of the process

| %

& .
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that this risk will be mitigated and should the Due Diligence being conducted by Vodacom
prove to be positive for the sale and should the Competition Commission approve the sale
Neotel will continue to fulfill its mandate as part of Vodacom and offer services under the
agreed Terms and Conditions between Neotel and Transnet. Should the sale not be
conciuded Neotel has alsa committed to continue delivery of services to Transnet on the
proposed services as described in their RFP response with the necessary commitment
from their shareholders.

A recommendation for approval of Due Diligence and negotiations was submitted to the
GCE for approval upon conclusion of commercial and B-BBEE evaluations. The GCE
approved the Due Diligence and negotiations request on 14 October 2013 and a copy of
the approved memorandum is included as Annexure C of the attached TEAR report. Due
Diligence and negotiations letters were issued to the bidders on 14 October 2013 and the
process commenced on 16 October 2013.

The Due Diligence process kicked off with discussions on the bid proposals with the
individual shortlisted bidders to clarify their assumptions and enable them to submit their
Best and Final Offers (BAFO) to Transnet. The process progressed to site visits to the
three (3) shortlisted bidders’ facilities to conduct interviews with some of their key
resources and to conduct a facilities inspection to determine their technical capability to
execute on the contract if successful on this RFP. The Due Diligence process culminated in
conducting of telephonic interviews with two of the three references that were provided
by each bidder to estabiish their performance track-record on the network related
contracts which they have with their current customers. The above process was finalised
on 23 October 2013 and a Due Diligence report that was compiled by the CFST is included
as Annexure O of the Network Services TEAR report.

The Network Services TEAR report detailing the entire RFP process is included as
Appendix 1 of this memorandum. The High Value Tender (HVT) Gateway reports 1 and
2 provided by Transnet Internal Audit (TIA) as required by the HVT process indicates full
compliance (green audit) to the Procurement process. The HVT Gateway 3 report
indicated a need for improvement due to the rounding-off of technica! scores and the
possible conflict of interest issue between T-Systems and Detecon Consulting. The above
mentioned issues have already been mitigated through the rounding-off permission that
was received from the National Treasury and a written Affidavit from T-Systems
confirming that there was never any information sharing between them and Detecon
Consulting. Copies of the TIA Gateway Reviews reports are included as Annexure P of the
attached TEAR report.,

Table 2 below indicates project timelines for the remaining activities to the completion of
this procurement event for the Network Services RFP;

» e Plannedlcbmpléfiéh
Item Activity Date
1 Stage 1: (Administrative Evaluations & Moderation) Finalised
2 Stage 2: (Substantive Evaluations & Moderation) Finalised
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3 | Stage 3: (Technical Evaluations & Moderation) Finalised

4 Stage 4: (Commercial Evaluations & Moderation) Finalised

5 Issuing of presentations invites to the shortlisted bidders Finalised

6 Presentations by the shortlisted bidders Finalised

7 Submit recommendation for approval of Due Diligence and Finalised
Negotiations to the GCE for approval

8 Conduct Due Diligence to clarify assumptions and establish the Finalised
shortlisted bidders’ technical capability

9 Request Best and Final Offers (BAFQ) after Due Diligence Finalised

10 Stage 5: Post Tender Negotiations with the preferred bidder Deferred tta?léatgtllssumg of
Present a final recommendation for award together with LOI(s) to _

11 the GCE for approval 25 - 30 October 2013

12 Stage 6: Issue LOI{s) to the successful bidder 31 October 2013

13 Discuss transition plan with the preferred bidder 31 October 2013

(a4 | Negotiate and sign Master Services Agreement (MSA) during the 01 November 2013 to 28
 transition period including Supplier Development Plan February 2014

Table 2: Project Timelines

RISKS ASSOCIATED WITH THE CURRENT SERVICE PROVIDERS

16. Two of the bidders are current service providers to Transnet and risks linked to current

services and mitigating actions are highlighted in the table below:

4

Bidder 1 -~ Neotel ©TTTTTT 77 Bidder 5 - T-Systemis
Risk " ~" Mitigating actions TRiskT T Mitigating actions
Security services ¥ iD Secunty feqairéments have Security services™ [ e Security requiréments have
not meeting increased significantly not meeting increased significantly
requirements between the current contract | requirements between the current contract
and the RFP; and the RFP;
= Transnet has implemented o Transnet has implemented
external monitoring of the external monitoring of the
network; network;
+ Real time moenitoring; e Real time monitoring;
« Implementation of next ¢ Implementation of next
generation firewalls; generation firewalls;
o Supplier has committed to ¢ Supplier has committed to
employ additional resources; employ additional resources;
¢ All findings linked to security = All findings linked to security
incident has been cleared. incident has been deared.
Lack of project | » Strong contractual support to | Lack of project ,o',_Strong contractual support to

7
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governance force supplier to enact the governance force supplier to enact the
appropriate governance with appropriate governance with
the support from bidders the support from bidders
internal governance internal governance
functions; functions;

» Transnet will require Transnet will require
independent certification of independent certification of
competence of project competence of project
delivery function; delivery function;

¢ SLA's will also be applicable SLA's will also be applicable
on future project with service on future project with service
credits linked to the project credits linked to the project
budgets and timelines. budgets and timelines,

Overall quality of Service credits are being

service delivery

charged;

Focus on continuous service
improvement.

Poor Financial
Management

Project launched to identify
weaknesses and to improve
current financial reporting;

Internal Audit initiated to
validate the accuracy of
current billing.

17. Considering the factors above management is confident that any risk linked to the
recommend bidder can be mitigated, if not already done by implementing the new
contract and more onerous service level agreements as included in the RFP process.

18. The proposed bidder's overall service delivery trends have also improved over the
previous 18 months as is evident from the graph below:
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APPROVALS AND DELEGATION:

19. The Group Chief Executive has already provided the following approvals:

> Approval of the Request for Proposal (RFP) and Advert to go out on an open
tender;

> Approval to advertise and issue a RFP to the open market for provision of Network
Services for a period of three (3) years with an option to extend for another two
(2) years;

) Approval to conduct Due Diligence and Negotiations on the Network Services RFP.

20. In terms of clause 6.4(e) of the Delegation of Authority on the latest PPM effective from
01 October 2013, all recommendations for award exceeding R2 billion should be approved
by the Board. This recommendation is forwarded to the GCE for approval as per
delegation from the BADC dated 29 May 2013, a copy of which is included as Annexure B
of the attached TEAR report.

FINANCIAL IMPLICATIONS:
21. The estimated contract value for a period of three (3) years is estimated at R1.5 billion.
Transnet does have an option to extend the contract for an additional 2 years, which

would increase the cost with an estimated R1 billion.

22. A minimum savings target of 10% will be negotiated with the preferred bidder during post
tender negotiations as part of Transnet’s FY 2013/14 cost savings drive.

BUDGET IMPLICATIONS:

23. All Transnet OD's and Specialist Business Units (SBUs) have budgets available for their
respective Network Services requirements.
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24. To request the Group Chief Executive (GCE) to:

VVYY

Macdonaia Maldleke
Commaodity Manager: Group Strategic Sourcing
Date:

e nager. Group Strategic Sourcing
EY, /m 20/3

RECOMMENDED / NOT-RECOMMENDED

Date;

¢ Peter Volmink
Executive Manager: Governance & Compliance
Date: 21 ©CcToRer 212

RECOMMEND D [ NOPERESTENDED

Garry Pﬁ A /

Group Chief Supply Chain Officer
Date: 3l/to/13

RECOMMENDED / NOT-REGOMMENDED

_ ohag( ‘MahoTedy
Actin up Chief Financial Officer
Date: 2. fp, 2.0/3.

Approve the procurement process and award of business tc Neotel {Pty) Ltd;
Sign the Letter of Intent (LOI) for the preferred (See Annexure Q);

Sign letters of regret for the four (4) unsuccessful bidders (See Annexure R); and
Sign the letter to extend the current Neotel contract {(Annexure T).

RECOMMENDED / NOTRECOMMENDED

DA -

Mandia Dube
Category Manager: Group Strategic Sourcing
Date: Bo /) of201%

RECOMMENDED / NOERECOMMENDED.

Executwe : ger: ce of the CIO
Date: < %aﬂ

RECOMMENDED /-NOFRECOMMENDED-

Yusuf Loonat |
Executive Manager; EIMS Service Delivery
Date:3| /10/z013

RECOMMENDED / NOT-RECOMMENDED

Mantsika Matooane
Chief Information Officer
Date: 3| [jo (2013

APPROVED / NOT APPROVED

Sharia Pillay
Acting Group Chief Executive
Date:
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Maria M.A. Etsebeth
*

From: Sharla Chetty  Transnet Port Terminals <Sharla.Chetty@transnet.net>

Sent: Wednesday, 23 January 2019 14:09

To: Maria M.A. Etsebeth

Cec: Gilbert G. Swats; Pierre P. Leonard

Subject: FW: Network tender documents

Attachments: 2298_001.pdf; 2299_001.pdf; 2292_001.pdf; 2293_001.pdf; 2294_001.pdf; 2295_001.pdf;

2296_001.pdf; 2297_001.pdf

Importance: High

From: Vanessa Govender Transnet Pipelines DBN

Sent: Wednesday, 23 January 2019 14:02

To: Sharla Chetty Transnet Port Terminals <Sharla.Chetty@transnet.net>
Subject: FW: Network tender documents

Importance: High

From: Vanessa Govender Transnet Pipelines DBN

Sent: 31 October 2013 02:45 PM
To: Gerrie van_der_Westhuizen Transnet Corporate JHB <Gerrie.van der westhuizen@transnet.net>

Cc: Lydia Matebisi Transnet Corporate JHB <Lydia.Matebisi@transnet.net>; Sharla Pillay Transnet Pipelines DBN
<Sharla.Pillay@transnet.net>; Garry Pita Transnet Corporate JHB <Garry.Pita@transnet.net>

Subject: RE: Network tender documents

Importance: High

Dear Gerrie

Please find attached signed documents from Acting Group Chief Executive.

Regards
Vanessa

From: Sharla Pillay Transnet Pipelines DBN

Sent: 31 October 2013 12:12 PM

To: Vanessa Govender Transnet Pipelines DBN; Lydia Matebisi Transnet Corporate JHB
Subject: FW: Network tender documents

From: Gerrie van_der_Westhuizen Transnet Corporate JHB
Sent: 31 October 2013 12:12 PM

To: Sharla Pillay Transnet Pipelines DBN
Cc: Mantsika Matooane Transnet Corporate JHB; Garry Pita Transnet Corporate JHB; Anoj Singh Corporate JHB;

1 ESS
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Mohammed Mahomedy Transnet Corporate JHB
Subject: Network tender documents

Hi Sharla,
Hope you are well.
Your earlier conversation with Garry Pita refers.

Please find attached the following documentation relating to the network tender:
» Covering memorandum - for your approval;
o  Tear report — for your approval;
e 3 xTransnet Internal Audit reports — Front page and Executive summaries (Full reports can‘t be emailed due to
size)
o Report 1 - Satisfactory
o Report 2 - Satisfactory
o Report 3 — Requires Improvement with 2 issues raised:
= Potential conflict of interest — T-Systems vs Detecon (Issue 1)
* Issue relating to the rounding of the T-Systems score for technical evaluation (Issue 2)
Affidavit from T-Systems to mitigate the risk raised by TIA — Issue 1
E-Mail from National Treasury to mitigate the risk raised by TIA — Issue 2
Board resolution delegating authority to the GCE to extend current contract with Neotel;
Extension letter to Neotel — for you approval;
Letter of intent to Neotel — for your approval; and
Regret letters x 4 to the unsuccessful bidders — for your approval.

The documents which require your signature have been highlighted in bold.
Please don't hesitate to give me a call should your require anything further as it relates to this tender award.

Kind Regards

Gerrie van der Westhuizen
TRANSNET Executive Manager: Office of the Head EIMS

Transnet Corporate
' Transnet SOC Ltd
46™ Floor, Carlton Centre, Johannesburg
¢" 011-3081020 B 0834476744
& 011-3081260 Gerrie.van der westhuizen@transnet.net

www.transnet.net

Transnet is continuously pursuing excellence. Click here to

RATE MY SERVICE % % % % %
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Top |:x
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i CEATIFIED EXCELLENCE IN ERPLOYEE CONDITIONS

DISCLAIMER: The information contained in this email and its attachments is both confidential and subject to
copyright. If you are not the intended recipient, you are hereby notified not to read, disclose copy or use the
contents thereof in any manner whatsoever, but are kindly requested to notify the sender and delete it
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1.

EXECUTIVE SUMMARY

1.1 Project Background

Transnet currently procures Network Services from Neote! (Pty) Ltd since 2008 as a result of the sale
agreement for Transtel to Neotel as a going concern. The current agreement with Neotel is due to expire on
31 October 2013 and Transnet went out on open tender in order to test the market. The successful service
provider for the services sought on this RFP will be awarded a three-year outsourcing agreement with an

option to extend for two (2) vears af Transnet’s discretion,

The need for a Network Services RFP came about as a result of the eminent expiry of the current agreement
with Neotel. The Network Services outsourcing strategy was developed with the assistance of an
international ICT Consulting Company (Detecon Consulting) which was contracted for a period of three (3)
months to assist with Due Diligence on the current agreement and advise Transnet on the available sourcing
strategy options based on the Due Diligence findings (See Annexure A). The intentlon of the RFP process
was to pariner with a single primary service provider that would bast support the achievement of Transnet’s
current and future Network Infrastructure Services requirements. It was however dearly stated in the RFP
that Transnet will reserve the right to award each service tower to more than one service provider.

The Cross Functional Sourcing team (CFST) completed all preparation work to go out to market after the
following approvals were obtained:

» BXCO, BADC and Board approval on the sourcing strategy to go out on an open tender for a
perlod of 3 years with an option to extend for 2 years;

» Sourcing Strategy, RFP and Advertisement approval by the GCE as delegated by the BADC and

Board (See Annexure B).

All the above-mentioned approvals have already been obtained and are available on request.

1.2 Project Details & Deliverables

Sourcing Strategy

The objective of the Network Services RFP is to source all services through a Preferred Service Provider
capable of servicing all Transnet Operating Divisions in their locations around the country, Should this service
provider not be able to provide the full complement of the required services, they will need to partner with
other service providers to fill these service gaps. This partnering can be via creation of 3 Consortium or a
Joint Venture. The nominated senior service provider within the Joint Venture or Consortium will be the Prime
Contractor with whom Transnet will contract for the full complement of services. The Prime Contractor witk
take full responsibility for end to end delivery of the services and relationship with Transnet. |
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Based on the advice of the ICT Qutsource Partner (Detecon) and internal analysis and review of the available
sourcing options, the following four (4) sourcing options were identified:

» In-Sourcing with external service delivery {(Option 1)
»  In-Sourcing with internal service delivery (Option 2)
»  Multi-Sourcing model with each OD appointing their own Network Services SP (Option 3)

» Single Sourcing (Managed Services Model) where one primary SP is appointed to provision
Network Services to all Transnet ODs. This Is the recommended option which was approved with

the Network Services sourcing strategy.
13 Approvals already granted by the Group Chief Executive are as follows:
All the approvals listed below have already been achleved and are available on request.

» Approval to go out to the open market on a Request for Proposal (RFP) for the Provision of
Network Services for a period of three (3) years with an option to extend for two (2) years;

» Approval to Shortlist, Conduct Due Diligence and Negotiations on the Network Services RFP

{See Annexure C).

1.4 Request for Proposals (RFP)

The RFP was drafted with Transnet’s terms and conditions, and requested the market to respond on specific
Technical, Supplier Development, (SD), B-BBEE, and Pricing criteria. The templates on which the bidders were
required to respond on and submit to Transnet were included as part of the RFP. This was to ensure that
Transnet’s RFP Is fair, transparent, equitable, competitive and cost effective in line with the PPPFA guldelines.
Furthermore the templates wouid aflow Transnet to evaluate the received bid documents using the standard

evaluation methodology consistently across all bidders.

Cross Functional Sourcing Team (CFST) team meetings were held to develop the Sourcing Strategy, RFP and
all Annexures. Each Transnet Operating Division was represented In the CFST,

The Network Services RFP was issued to the market on 14 June 2013 and dosed on 13 August 2013, The
above closing date was extended twice by a period of two (2) weeks as a result of extension requests that
were recelved from the potentlal bidders. The RFP extensions mentioned above were duly approved by the
GCE and copies of the approved documents are available on request.

A five stage evaluation process as stipulated in the RFP was employed with the following evaluation stages:

» Stage 1 - Administrative Responsiveness

» Stage 2 - Substantive Responsiveness (Technical Critical Criterta and Supplier Developme
Initlatives of 30% of overall bid price set as a Prequalification)

» Stage 3 - Technical Evaluation (Minimum threshold of 70%)
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» Stage 4 — Final Score proportioned by:
o Price - 90%
o B-BBEE (Scorecard) - 10%

» Stage 5 — Post Tender Negotiations (including Pricing, Technical, SD & B-BBEE Improvement
Pians)

Group Strategic Sourcing aligned with the required High Value Tender processes, which included the

following:
> The establishment of a Cross Functional Sourcing Team (consisting of representative from all
Operating Divisions, Commercial, Integrated Supply Chaih Management and Supplier

Development).
> Presentation and approval of the Sourcing Strategy and RFP by the delegated authority.

» Transnet Internal Audit representatives included in the strategy and RFP reviewing, tender
briefing session, all evaluations stages, Post Tender Negotiations and reviewing of the TEAR
report before being presented to the delegated authority for approval.

1.5 DISCUSSION:

Prior to expiry of the current contract, a request for an extension was submitted to EXCO, BADC and Board
for approval of the extension and approval of delegation of authority to the GCE to approve the issuing and
award of the Network Services RFP. The Board approved a five (5) months extension of the Network Services
contract with Neote| effective from 01 April until 31 August 2013, A further two (2) months extension from
01 September 2013 until 31 October 2013 was approved by the Board in August 2013 in order to give the
Cross Functional Sourcing Team (CFST) time to finalise the Network Services RFP. As part of the two months
extension approval, the Board also approved a twelve (12) months transition period to migrate provisioning
of services from the current contract to the new contract. Refer to Annexure D for the two months

extenslon letter which was duly signed by both parties.

1.6 Contract period of the new contract
Start Date: 01 November 2013

Bxpiry Date: 31 October 2016

Page 4 of 21
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1.7 Tender Details and Tenders Received
RFP Number GSM/13/04/0722
"RFP Tssue Date | Friday, 14 June 2013
'RFP Closing Date | Tuesday, 13 August 2013
RFP Validity Period | 120 days =
“Extended RFP Valldity Period | 0 days
Procurement Procedure RFP - Open Market
Purchase price of RFP R'5000.00
Date of Advertisement 14 June 2013
Place where Advertised The Star, Citizen, Cape Argus, Natal Mercury, Sowetan, Daily
Dispatch, EP Herald, Volksblad, Business Day, New Age, Sunday
Times and City Press
Method of RFP Evaluation Method 1:

Stage 1 — Administrative Responsiveness

Stage 2 ~ Substantive Responsiveness

Stage 3 - Technical & Functionality (70% Threshold)
Stage 4 - Consolidation Evaluation

Bids

Price - ©0%
B-BBEE -~ 10%
Stage 5 — Post Tender Negotiations (PTN)
Number of Bids Received 5 )
‘Number of Responsive Bids | 4
Number of Non Responsive | 1

‘Scheduled Award Date

31 October 2013

Revised Scheduled Award

Date

31 October 2013

1.8 Evaluation team

The CFST team identified potential evaluators and a request was sent to all OD's to make the people
available to participate. The teams were confirmed before the tender closed and the details are discussed in
this section. The table below details the individuals who evaluated the tenders per stage:

¢

Page 5 of 21
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Stage 1: Administrative Evaluations

Amukelani Mokoena

Gregg Daniels

Ntsutle Motaung

Stage 2: Substantive Evaluations

Martin Lotz {Technical)

Yusuf Loonat

Alwyn Botha (Technical)

Amukelani Mokoena

Gregg Daniels

Ntsutle Motaung

Nkanyiso Ndlovu (SD)

Gomolemo Mahange

Mzamo Manzinj (SD)

Stage 3: Technical Evaluation

Yusuf Loonat

Eion Gibson (Gartner Africa)

Gerrie van der Westhuizen

Jack Matthews (Gartner Africa)

Brenda Mfihlo

Justin Williams

Hitton Martin

Kevin Govender

A
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Phillip Phiri

Mogau Seema

Trevi Jooste

Riaan Oothuizen

Karen Ferreira

Veni Kannigan

Ian du Preez

Warren Pretorius

Winston Rossouw

Louis Hutton

Thabo Nkopeng

Sibusiso Mabaso

Barbara Magongoa

Stage 4: Commerclal Evaluation

Vuyani Mbethe

Antheny Petrus

Tshepisho Mahloana

Johan Veldman

Page 7 of 21
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Stage 4: B-BBEE Evaluation

Lerato Tseke & Nkanyiso Ndlovu

Gomolemo

Mahange/Nkanyiso

Ndtovu

Nthuseng Motioung & Mzamo Manzini

TIA Team

Zandile Jele

Preetie Desai

Thamie Vorster

1.9 Commercial Summary

A total of 19 vendors purchased the RFP documents, as listed below.

Bidder 1 Dimension Data
Bidder2~ “"Wipro Technologies South Africa (Pty) Ltd
Bidder 3 . T-Systems
Bidder 4 “Neote! (Pty) Ltd’
‘Bidder 5 Business Connexiort (Pty) Ltd
Bidder 6 Telkom Ltd
Bidder 7 } Vodacom
Bidder 8 Price Waterhouse Coopers (PWC)
Bidder 9 HCL Axon (Pty) Ltd
Bidder 10 Huawei Technologies SA (Pty) Ltd
Bidder 11 BT Communications South Africa (Pty) Ltd
Bidder 12 Broadband Infraco (SOC)
i[ Bidder 13 Datacentrix {Pty) Ltd
‘Bidder 14 “Xuma Teéhnologles
[ Bidder 15 AE Software Solutions
Bidder 16 Bytes Sy‘été'rhé Integrafed'
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Bidder 17 Cisco Systems
| Bidder 18 Altech Autopage Cellular
‘Bidder 19 - ‘Nashua Communications

Refer to Annexure E for a list of bidders who purchased the Network Services RFP,

1.10 Briefing Session

A total of 20 prospective bidders attended the compulsory briefing sessions that was held on 27 June 2013.
The 20" bidder was later removed from the bidders’ roll as they failed to pay the full purchase price of
R5000 for the bid document as they have only paid R500 when they were allowed into the compulsory
briefing session as they claimed to have confused the Network Services RFP with the Financia! Services RFP
which was sold for R500. The Network Services and Financial Services RFPs were advertised through a joint
advertisement in the interest of cost savings for Transnet SOC Limited.

The Network Services RFP briefing session was open to all potential bidders who have already purchased the
RFP document as attendance was compulsory in order to be allowed to submit your RFP. This session was
conducted to advise the prospective bidders about Transnet's network services requirements and how to
complete various sections and templates of the RFP document.

A CFST meeting was held after the briefing session to discuss the outcome of the briefing sessions and for
preparation and answering all questions that were posed by the prospective bidders during the session.

All guestions that were raised at the briefing session and afterwards were answered by the relevant Transnet
subject matter experts and forwarded to the Governance Department first for vetting before being sent out
to all the bidders that purchased the RFP document.

1.11 Proposal

The following bidders submitted their proposals on or before the extended closing date of 13 August 2013 at
12:00. Refer to Annexure F for a list of all bidders that submitted RFPs, (No late submissions were

recelved)

Neotel (Pty) Ltd, Midrand

Telkom SA SOC , Centurion

Dimension Data, Bryanston

Vodacom (Pty) Ltd, Midrand

| T-Systems South™ Africa {Pty) Ltd, Midrand in
collaboration with Broadband Infraco SQOC Ltd,
Woodmead

vl & wl N e
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1.12 Tender communication:
The process followed for tender clarifications and communications was as follows:

a) The bidders sent the questions to Transnet through a nominated Strateglc Sourcing representative
as stipulated on the RFP;

b) The Transnet subject matter experts drafted a response to the questions;

¢) Questions and Answers from bidders were vetied by Governance;

d) Input from Governance was incorporated on the responses; and

&) Questions and Answers were sent out to all bidders who purchased the RFP.

Adequate time was given to bidders to respond to the darification questions per occurrence (See Annexure
G for the TAC Secretariat Permission). A summary of the key clarification events and dates are listed below:

Authority to communicate |- Authority to communicate granted by the Secretariat of the Transnet.
| Acquisition Council (TAC) and communication vetted by Governance
hefore issuing.

Date authority granted 01 July 2013 - Briefing Clarification;

Nature and outcome of A communication was sent to all bidders:
authorized Clarification questions and answers,

communication

Authority to communicate | Authority to communicate granted by the Secretariat of the Transnétj -
Acquisition Council (TAC) and communication vetted by Governance;
before Issuing.

Date authority granted 21 August 2013 - Substantive Clarification with ‘4 of the 5 bidders

Nature and outcome of Bidder 2 to 5 were requested to indicate where the supporting
authorized information for the technical critical criteria can be found on thelr REP
communication submissions. The blidders responded by providing Annexure numbers |
of where the Information can be found on the files

Authority to communicate { Authority to communicate granted by the Secretariat of the Transnet
Acquisition Council (TAC) and communication vetted by Governance |

before issuing.

‘Date authority granted | 09 September 2013 — Cominérdal Clarification with Dimension Data
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Nature and outcome of Before the test for Commercial responsiveness, the evaiuation team
authorized picked up that Bidder 3 submitted four (4} different pricing sheets and
communication then requested the Bidder to clarify which one should be used as
Transnet can only consider one (1) pricing sheet. The Bidder
responded that Transnet can use the price list for the AYAVA solution,
Authority to communicate | Authority to communicate granted by the Secretariat of the Transnet
Acquisition Coundl (TAC) and communication vetted by Governance

before issuing.
Date authority granted 10 September 2013 - Relationship darification between T-Systems
and Detecon Consulting

Nature and outcome of It was brought to Group Strategic Sourcing’s attention that there is a
authorized possible conflict of interest between T-Systems and Detecon
communication Consulting who did the Due Diligence project which was regarded as
stage 1 of the Network Services RFP. In terms of the LOI, Detecon
and its refated parties were not allowed to tender for the Network
Services RFP (stage 2) if they have participated in stage 1. T-Systems
has since provided a signed Affidavit indicating that there was no
information sharing between them and Detecon Consulting and that
they will welcome any action which Transnet might take shouid it later
emerge that there was information sharing between them and

Detecon Consulting
2. RFP EVALUATION

[] H [3 4 []
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2.1  Stage One¢ — Test for Administrative Responsiveness

A checldist of Returnable Documents that were requested from the bidders was included in the Network
Services RFP. All five (5) bidders proceeded to Stage 2, See Annexure H for the administrative consolidated

score sheets,

2.2 Stage Two — Test for Substantive Responsiveness to RFP

The test for substantive responsiveness was conducted based on criteria detalled in the RFP. This stage
focused on compliance to technical critical criteria, commitment to SD pre-qualification, attendance of
compulsory briefing session and submission of a priced offer. This stage of the evaluation was to ensure that

only compliant tender submissions were evaluated.

Templates were used to capture the responsiveness of each tender submission. Governance and TIA was
consulted to ensure that the process was consistent and fair to all bidders that submitted the RFP,

The substantive stage was conducted after the administrative evaluations followed by the technical
evaluation as this RFP is not exempted from the PPPFA and the SD will be negotiated on stage 5 (Post
Tender Negotiations), however SD was sat as a pre-qualification.

One bidder (Bidder 4) failed to pass substantive evaluations as they failed to produce proof of five (5) years’
experience on Wide Area Networks (WAN) services as requested on the technical critical criteria. TIA
concurred that the submitted information failed to meet the stipulated minimum technical requirements.

Initially all 5 bidders proceeded to stage 3 and were evaluated on technical while the evaluation team was
waiting for the four (4) bidders to provide evidence of their WAN experlence and Contact Centre footprint

experience as requested on the RFP.

After receiving the outstanding evidence, Bidder 4 was disqualified and the remaining four (4) bidders
proceeded to stage 3 (Technical evaluation). See Annexure I for the consolidated substantive score sheet.

2.3 STAGE THREE — TECHNICAL THRESHOLD [70%]

Prior the commencement of evaluations of the tender, standard evaluation templates were developed and
reviewed by the CFST team and TIA, Sessions were conducted to ensure that there is alignment on the
Network Services strategy, evaluation templates and the scoring methodology.

During the development of the Strategy it was decided by the CFST that Transnet will request the bidders to
respond to all technical questionnaires using the response templates that were issued with the Network
Services RFP.

A summary of the technlical evaluation results for Bidder 1, 2, 3 & 5 are indicated on the below table and &t
summatry technical evaluation sheets are included as Annexure J of this report,
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BIDDER 1 BIDDER 2 BIDDER 3 BIDDER 5

Inltlal Technical
Scores

76.30% 67.20% 74.00% 69.70%

After completion of Stage Four evaluations, a recommendation for approval of due diligence and negotiations
was presented to Management for review and approval. During review of the submission, Management
picked up a discrepancy around the moderation methodology that was used by the Cross Functional
Evaluation Team (CFET) on functionality/technical evaluation which resulted In scoring discrepancies.
Management established that the moderation methodology that was used by the CFET was not in line with
the prescripts of the PPM and referred the submission back to the CFET for re-moderation. A re-moderation
session was held on 04 October 2013 with all technical evaluators from all ODs and the results of that final
moderation session are as indicated below:

BIDDER 1 BIDDER 2 BIDDER 3 BIDDER 5

aluation
A uat

Final Technical |

Scores

Based on the above technical re-moderation results, only Bidder 1 and 3 passed the technical threshold of
70%. Bidder 5 obtained a total technical score of 69.93% which was 0.07 less than the technical threshold of
70%. Transnet requested the National Treasury to provide guldance on whether the final technical scores
can be rounded off to a whole number which Transnet believed the PPPFA allows for and which will aliow the
third bidder to also go through in support of an open and competitive tender process. The National Treasury
provided confirmation that rounding-off on functionality/technicai Is indeed possible and this resulted in
Bldder 5 also making the technical threshold of 70% on this RFP. The confirmation letter from the National
Treasury Is included as Annexure K of this TEAR report. The final rounded technical scores after obtaining
Treasury’s guidance is as follows:

BIDDER 1 BIDDER 2 BIDDER 3 BIDDER §

Final Technical
Scores
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2.4 Stage Four - Commerclal Evaluation

The successful bidders on stage 1, 2, 3 and 4 were evaluated on Price and B-BBEE. The table below shows
the weightings in line with the PPM.

Stage Four Evaluation ~ Final ‘Weighting
Price 90%
"B-BBEE B 10%
Total 100%

During the Commerdial evaluations it became evident that the pricing that was offered by the three (3)
shortlisted bidders made it difficuft to conduct a “like for like” price comparison as it was subject to certain
assumptions which wouid have a huge impact on pricing once unpacked. The below commercia! evaluation
results were based solely on the submitted pricing without teking into account assumptions which were
stipulated by the various bidders which might result in major changes in pricing once discussed with the
shortiisted bidders. Below is a summary of the first commercial evaluation results based on the pricing
template that was submitted with the RFP without taking assumptions into account:

First Price Evaluation for Network Services RFP (Pre-Due

Diligence)

‘Bidder Name Price Points
Bidder 1 R1 385 308 796.00 24.85
Bldder3 _ R805 934 857.67 ... 50.00

Bidder5 R1330117974.48 |  31.46

To ensure that Transnet is able to conduct a “like for like” comparison a second pricing assessment was done
after the CFET met with the shortlisted bidders to clarify their assumptions and requested them to submit
their revised commercial proposals. This said assessment was done In line with the Due Diligence and
Negotiations approval which was granted by the GCE on 14 October 2013. The GCE approved Due Diligence
and negotiations letters that were issued to the shortlisted bidders are included as Annexure L of this TEAR

report.

Below are the revised commercial evaluation results after the final commercial proposals were received and
evaluated by the commercial team. A summary of the initial and the final commercial evaluation results after

Due Diligence is included as Annexure M of this report:

ESS
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Second Price Evaluation for Network Services RFP (Post Due

Diligence)

Bidder Name Price Points
Bldder 1 _ R1330 876 516.32 190,00
Bidder 3 R1 714 300 055.26 64.07
Bidder 5 R1 622 157 146.03 70.30

After receipt of the final commercial proposals from the bidders, Transnet did a normalization exercise on the
received pricing in order to ensure that the bidders were quoting for similar services and there were no
pricing omissions on the quoted service towers that can inflate the quoted pricing post contract award. Below
are the resuits of the pricing results of the bidders after the normalization process.

Third Price Evaluation for Network Services RFP (Post Normalisation)

~ Bidder Name ~ Price Points
Bidder 1 R1 363 407 228.40 90,00
Bidder 3 R1 584 967 883.26 75.37
Bidder 5 _R1 736 894 366.39 65.35

After condusion of the normalization process, a final darification session was held with the three bidders to
double check if they have not omitted anything on thelr pricing. Bidders 5 indicated during discussions that
their Joint Venture partner might be able to negotiate optimization with its shareholders which will result in
an overall reduction of R248 million on their tendered pricing. Bidder 1 and 3 also indicated minor possible
price changes which would have resulted in slight adjustments in the final commerdial proposals. Below is an
indication of the pricing changes if the R248 miillion possible price reductions were to be taken into account
on this project even though this is not possible since the final pricing has already been submitted.

Fourth Price Evaluation for Network Services RFP (Post Normalisation and after
inclusion of the R248m possible price reduction for Bidder 5)

‘Bidder Name " Price “Points
Bidder 1 R1 363 407 228.40 90.00
Bidder 3 R1 584 967 883.26 75.37

_Bidder 5 R1 488 894 366.39 81.72
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2.5  Supplier Development (SD)
In addition to the Transnet request for the Bldders to submit a 30% commitment on SD initiatives, bidders

were also requested to provide Transnet with their valid B-BBEE Verification Certificates for evaluation of
their scorecards based on the 90/10 prindple. Below Is the summary of the B-BBEE evaluation results based

on thelr current scorecards:

8-BBEE Evaluation

L13fite

Bidder 1 Level 4
BAidde_tZT3 [ ~ Level 3
Bidder 5 Level 3

Refer to Annexure N for the a detalled B-BBEE evaluation sheets

2.6 Stage Five — Due Diligence & Negotiations

All three shortlisted bidders were subjected to a Due Difigence process in order to darify their bid
submisstons and verify their technical capability to execute on a contract of this magnitude. The CFET in
consultation with Management took a decision that In the interest of time due to the eminent expiry of the
Neotel contract, only Due Diligence will be conducted at this stage and Post Tender Negotiations (PTN) will
only be conducted with the preferred bidder post signature of the Letter of Intent (LOI).

During Due Diligence the following activities were done by the Cross Functional Evaluation Team (CFET):

» Discussions with the individual shortlisted bidders were held to clarify all assumptions and the
bidders were requested to submit their revised commercial proposals to the Transnet TAC
Secretariat by no later than 24 October 2013 at 09h00;

o Individual interviews with the shortlisted bidders’ key resources were conducted;

¢ Site visits to the shortlisted bidders’ premises to inspect their Network Operations Centre (NOC),
Data Centres/Hosting Facilities and Disaster Recovery (DR) sites were conducted;

* Telephonic interviews with the shortlisted bidders’ key customers were conducted to determine
thelr performance track-record on some of their current network services customers.

A Due Diligence report which is included as Annexure Q of this TEAR report was complled by the Cross
Functional Evaluation Team (CFET) on conclusion of the Due Diligence process. Based on the Due Diligence
report Bidder 1 and 3 obtained a green overall score as both scored above 70% while Bidder 5 received an

amber score as thelr overall Due Diligence score was 68.94%.
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Below Is the final ranking that forms the basis of the recommendation after the normalization of the received

Weighted Score

pricing. Based on the below consolidated weighted scoring results, Bidder 1 is the highest in terms of ranking
and they are the recommended bidder for further contract negotlations as a preferred bidder.

Final Ranking for Network Services RFP (Post Due Diligence & Normalisation)

Price 90.00 75.37 65.35
B-BBEE 5 8 8
Total Score 95.00 83.37 73.35

The CFET team’s recommendation is to award all service towers to a single service provider as opposed to
awarding service towers separately based on the following reasons:

»  The bidders have indicated that certain efficiendies that have been created through leveraging
their relationship management structures will be diluted if service towers are awarded separately.

¢ Transhet does not currently possess the structure nor the level of maturity to fulfil an aggregator
role to manage the integration between separate service providers should the service towers be
awarded individually.

e  Adopting of a split services model and appointing an aggregator usually results In a 10% premium
of the value of individual service towers managed by the Aggregator (Gartner market insight).

e Awarding of service towers separately will Increase the contract costs as bidders were requested
to price as if they will be awarded all service towers in order to leverage on economies of scale
and splitting the award of service towers might results in cost escalations on each service towers.

+ Appointment of more than one service provider introduces additional complexity and could result
in finger pointing impacting on service delivery.

3. CONTRACT BUDGET

The successful Bidder will be appointed for a period of three (3) years with an option to extend for two (2)
years. The current Neotel contract spend per annum is approximately RS50m. The new contract spend per
annum prior to negotiations is estimated at R440m. The estimated contract spend over a period of three (3)
years is R1, 3 billion. Based on the above spend estimations, there Is already a cost saving of R110m per
annum based on the new contract prices. All Transnet Operating divisions have suffident budgets available
for these respective Network Services requirements.
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4.

S

PROJECT RISKS

The risks associated with this recommendation are as follows:

Both Bidder 3 and 5 have both indicated that they may not be able to fully transition the Wide Area
Network (WAN) services within the stipulated twelve (12) months transition period from the
incumbent service provider. Should this materfalise both bidders have indicated that they wili enter
into commercial agreements with the incumbent provider to continue with the services in so doing
minimise possible service interruptions to Transnet.

The Security risk for Transnet as a result of the past Security breach impacting Bidder 1 and 5 who
are Transnet’s current ICT service providers. The EIMS department Indicated that the security
requirements have increased significantly between the current contract and the requirements
expressed in the RFP. This Is from a technical requirements viewpoint, an SLA performance
viewpoint as well as compliance to Security standards and certification (ISO 27001 and 27002 are
explictly mentioned. In addition to the above requirements the following measures have also been
taken:

o The Transnet has already implemented external monitoring of the network through
Symantec MSS and is in the process of building further security intelligence monitoring
capability and the service provider will be required to provide real-time security information
from all devices on the network to the new security intelligence centre. Data will also be
provided to Symantec MSS until such time as the securlty intelligence function is fuily online,

o The Next generation firewall implementation is currently underway through Neotel and the
winning network provider would take over the management and first level monitoring of
these devices to provide increased levels of protection on the network perimeter and key
areas within the network. This will significantly enhance the current protection levels.

o The transition from current service levels to the new service levels is a massive step change
which will require fundamental re-organisation, recapitalization and certification of the
vendor competency in the security area. It is critical that this Is effectively managed through
the transition period, and Transnet must obtain third party validation through the transition
period that the objectives are being met.

RFP QUALITY ASSURANCE

Transnet’s prescribed RFP process was followed as per the PPM and with the guldance of Transnet Internal
Audit (TIA) and the ISCM Governance Department.
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The following sequence of steps was followed:
Stage 1 - Administrative Evaiuations conducted by Group Strategic Sourcing Team.
Stage 2 - Substantive Evaluations conducted by Group Strategic Sourcing, Group ICT Team and the
Supplier Development Team.
Stage 3 - Technical Evaluations conducted by the ICT Representatives from all ODs.
Stage 4 - Commercial Evaluations conducted by the ISCM Commercial Team, Group ICT
Representatives and B-BBEE by the Supplier Development Team. Final Weighed scoring consolidation
was done by the Cross Functional Evaluation Team (CFET).

Stages 1, 2, 3, & 4 were conducted sequentially and to ensure that the principles of the gateways were
adhered to, the following actlons were taken:

a) Teams evaluated separately;

b} Moderation took place separately;

¢) Gateway review sessions were held with the relevant team members and Transnet Internal Audit
(TIA) to confirm shortlisting of bidders per threshold.

TIA representatives participated in the full process from the strategy development stage, through to the
completion of the evaluations and recommendation for award.

Governance was consulted throughout the process to ensure compliance to Transnet’s Supply Chain Polides.

HVT Gateway Reviews
Gateway review sessions were held with the relevant team members and Transnet Internal Audit (TIA) to

confirm shortlisting of bidders was done following the evaluation process as outlined in the RFP.

TIA representatives participated in the full process from the strategy development stage, through to
completion of the evaluations and development of a recommendation for approval of Due Diligence,
negotiations and award. The High Value Tender (HVT) Gateway 1 and 2 reports provided by TIA indicates
full compliance {green audit) to the Procurement process. The HVT Gateway 3 report indicated a need for
Improvement due to the reunding-off of fechnical scores and the possible conflict of interest issue between
T-Systems and Detecon Consulting. The above mentioned issues have already been mitigated through the
rounding-off permission that was received from the National Treasury and a written Affidavit from T-Systems
confirming that there was no Information sharing between them and Detecon Consulting. Refer to Annexure

P for the full HVT Gateway 1, 2 and 3 reports.

A possible conflict of interest issue was also raised during tender evaluations between T-Systems and
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provided a signed Affidavit confirming that there was no information sharing between them and Detecon
Consulting during compilation of their RFP submission. T-Systems was requested to further confirm on the
Affidavit that should it later emerge that there was information sharing between them and Detecon
Consulting, they will welcome whatever action Transnet might want to take agalnst them, The T-Systems
Affidavit is Included as Annexure S the TEAR report. |

Page 20 of 21
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6. RECOMMENDATION:

6.1 Itis recommended that the GCE approve the following:

Approve the procurement process and award of business to Neotel (Pty) Ltd;
Sign the Letter of Intent (LOI) for the preferred bidder (See Annexure Q); and
¢ Sign the regret letters for the four (4) unsuccessful bidders (See Annexure R).

*

COMPILED BY RECOMMENDEDIm

‘Macdo al" Maluleﬁé

Commodi nager {Group Strategic Sourcing) Category Manager (Group Strategic Sourcing)
r Date: 30/10/'2— ola

Date: 0/ | 015
RECOMMENDED/ NOERECOMMEND

arii&van der Westhuiizen
Executlve Ma ;ager Off“ jce-of the Head: EIMS)

Exe - ateglc Sourcin
Date: %of’/a_;,.f-zo ‘2 9

ote Mantslrké Mmane il
Exec"'t“’e Manager (Governance & Compliance) Group Executive ?EIMS)

Date: 20/10/13 Date: )| / \O
RECOMMENDED / NGRREQSMMMENSED RECOMMENDED/:

0%

Hing Group Chief Financial Officer

Group iefs ply Chain Officer . Acting
/ Date: 3/ lo. 20/ X

Date: 30 / 7y

APPROVED/NOT APPROVED

Sharla Piltay
Acting Group Chief Executive
Date:
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EXCERPT FROM THE DRAFT MINUTES OF THE BOARD OF DIRECTORS OF TRANSNET SOC LTD MEETING
NO. 13/5 HELD ON 29 AUGUST 2013 AT 13:00 IN THE THOMAS BAINES ROOM, VALLEY LODGE,

MAGALIESBURG

"6.10 Network Service Provider

RESOLVED that the Board notes and approves the following:
¢ Notes the cument status of the Network Services RFP; and
» Approve a 2 months extension of the Neotel Master Services Agreement plus the
fransition period required by the successful bidder, capped at a maximum of
12 months from 1 November 2013, 13/5/11°
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Date: 30 October 2013

Reference: LOI/GSM 13/04/0722

Neotel (Pty) Ltd

44 Old Pretoria Main Road
Halfway House

Midrand

1685

Attention: Sunil Joshi, Managing Director and Chief Executive Officer

Dear Mr. Joshi

RE: LETTER OF INTENT TO NEGOTIATE FOR THE PROVISION OF NETWORK SERVICES TO
TRANSNET SOC LIMITED FOR A PERIOD OF THREE [3] YEARS WITH AN OPTION TO
EXTEND FOR A FURTHER TWO [2] YEARS

Pursuant to Transnet’s Request for Proposal [RFP Number GSM/13/04/0722], we wish to inform you that
we are pleased to confirm that your company has been identified as a preferred bidder to enter into
negotiations for the provision of Network Services [the Services] for a period of three [3] years with an
option to extend for a further two [2] years to Transnet SOC Ltd, subject to the conditions precedent set

out in section 1 below,
The Parties to this LOI are;

{1) Transnet SOC Ltd [Transnet], a State Owned Company and the procurer of the
Services. [Registration Number 1990/000900/30]; together with

(2) Neotel (Pty) Ltd [the Service Provider] [Registration Number 2004/004615/07]

Transnet wishes to negotiate the MSA (Master Services Agreement) with the Service Provider for the
provision of the Services which, if mutually agreed by the Parties, will be documented and effected in
accordance with a three year [3] contract [the MSA] between the Parties.

The Parties are desirous of successfully concluding negotiations and thereafter executing the MSA to
enable the Service Provider to provide the Services detailed thereto.

In the interim there will be an extension to the existing contract (refer to Transnet Extension letter, dated
30 October 2013) for the provision of the current services until such time that the MSA as per the RFP is
concluded. Conditions of the current requirement are specified in sections 2 and 3 below.

The purpose of this Letter of Intent [LOI] is to document the intentions of the Parties in respect of the
extension of the current services and the negotiation of the MSA and these will remain in effect until the
MSA is negotiated and signed by both Parties, or until 120 [One Hundred and Twenty] days have elapsed
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from date of issue of this LOI, whichever event should occur first. Should the parties fail to reach
agreement or conclude the MSA within 120 [One Hundred and Twenty] days, then Transnet reserves the

right to approach the alternate preferred bidders.

NOW THEREFORE IT IS AGREED

1.

Conditions Precedent

With reference to the Service Provider's offer [Reference GSM 13/04/0722], Transnet wishes to
finalise the MSA, the Towers of Service contractual conditions and associated Pricing, the detail of
the Supplier Development, which must be a minimum of 30% (Thirty percent) of the total contract
value and B-BBEE details of the Services to be provided and cther matters in order to conclude the
Agreement with the Service Provider. In the interim, the under-mentioned conditions precedent
will apply:
1.1 The Parties agree to work towards concluding an MSA to provide the Services over a period
of three [3] years commencing from date of signature of the to be concluded Master

Services Agreement.

1.2 The Parties agree to use this document as a proxy for the binding legal Agreement and
under its authority Transnet intends to request;

1.2.1 That the incumbent Service Provider provides the existing services under the current
contract, until such time that the MSA is formally negotiated and subsequently
concluded between the Parties, and

1.2.2 That the agreed Disengagement services are provided at an agreed cost per Tower
of Service, until such time as the new contract services are fully transitioned as
required by the MSA,

1.3 Transnet will discuss with the Service Provider and agree the terms and conditions of the

MSA.

Interim Service Requirement

2.1. The Service Provider agrees to continue to provide the existing service as per the agreed
extension of the current contract between the parties, after this LOI’s confirmation date.

Miscellaneous

Neither Party shall reveal the content of this LOI or anything disclosed to the cther Party in
pursuance hereof to any third party, except with the prior express written consent of the other
Party, and then only to the extent required to facilitate progression of the Negotiations.

&R

Page 2 of 3
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The contractual documents will be drafted by Transnet and be subject thereafter to final
agreement between the Parties. Pending the final approval of the Agreement by both Parties, the
Parties hereby attest to the speedy resolution of all outstanding matters in order to finalise the
MSA within 120 [One Hundred and Twenty] days from date of signature hereof.

Thus duly signed at sy SOULH Aftica on this Fupraeass e e s e g be day of

ﬂu"u‘u -:-5--;"i!pp_q-'qaqf.u:pnnyvt..g-_ 2013 On b&half Of:

Transnet SOC Ltd WITNESSES
1 Yy s ) e
2 Amassapyamarey e me ORI Y *hinan s

NAME: Sharla Pillay
DESIGNATION: Acting Group Chief Executive

Thus duly signed at ...........cousmssnsnizssmressey SOULH AFriC ON HNIS ..pvsrererssssngens day of

Sessben i 2013 ON behalf of:
Neotel (Pty) Ltd WITNESSES
1..
2 Siniuivhie ebisnsssibeninss s b

NAME: Sunii Joshi
DESIGNATION: Managing Director and Chief Executive Officer

=S

Page 3 of 3






SC-069

r

Date: 31 October 2013
Reference: GSM/13/04/0722

DIMENSION DATA
The Campus,

57 Sloane Street,
Bryanston

2021

Attention: Derek Wykes

Dear Sir,

RFP FOR THE PROVISION OF NETWORK SERVICES TO TRANSNET SOC LIMITED FOR A
PERIOD OF THREE [3] YEARS WITH AN CPTION TO EXTEND FOR A FURTHER TWO [2]

YEARS

Transnet expresses its appreciation for your valued participation in bidding for the above-mentioned
requirement.

After extensive evaluation of all bids received and adjudication, we regret to advise that your
company's bid was not successful.

The following bidder has been afforded “Preferred Bidder” status: Neotel (Pty) Ltd.

We regret that your company was unsuccessful on this occasion, and would indicate that this decision
was based primarily on the under-mentioned factors:

+ Pricing,
We thank you for your participation in this procurement process and would like to take this

opportunity to encourage your future involvement in bidding for associated business opportunities
which will be advertised by Transnet from time to time.

Yours sincerely

Name: Sharla Pillay
Designation: Acting Group Chief Executive

Date:

Transnet SOC Ltd Cariton Centre P.0. Box 72501 @
Registration Number 150 Commissioner  Parkview, Johannesburg -
1950/000900/30 Street South Africa, 2122

Johannesburg T +27 11 308 3001

2001 F +27 11 308 2638
Directors: ME Mkwanaz! (Chalrman) B Molefe* (Group Chief Executive} MA Fanucchi Y Farbes HD Gazendam NP Mmcasana N Moola NR Njeke IM Shatma IB Skosana www.transnet net
E Tehabalala DL Tshepe A Singh” (Group Chlef Financial Officer)

"Executive

Group Company Secretary: ANC Ceba

TRANSNEF
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Date: 31 October 2013
Reference: GSM/13/04/0722
TELKOM SA SOC LIMITED
61 Oak Avenue, TechnoPark,
Highveld,
Centurion
0046

Attention: Sipho Ndlovu

Dear Sir,

RFP FOR THE PROVISION OF NETWORK SERVICES TO TRANSNET SOC LIMITED FOR A
PERIOD OF THREE [3] YEARS WITH AN OPTION TO EXTEND FOR A FURTHER TWO [2]

YEARS

Transnet expresses its appreciation for your valued participation in bidding for the above-mentioned
requirement.

After extensive evaluation of all bids received and adjudication, we regret to advise that your
company’s bid was not successful,

The following bidder has been afforded “Preferred Bidder” status: Neotel (Pty) Ltd.

We regret that your company was unsuccessful on this occasion, and would indicate that this decision
was based primarily on the under-mentioned factors:

+ Failure to meet a technical threshold of 70% based on the evaluation criteria that was
stipulated on the RFP. ~

We thank you for your participation in this procurement process and would like to take this

opportunity to encourage your future involvement in bidding for assoclated business opportunities
which will be advertised by Transnet from time to time.

Yours sincerely

Name: Sharla Pillay
Designation: Acting Group Chief Executive

Date:
Transnet SOC Ltd Cariton Centre P.0. Box 72501
Registration Number 150 Commissioner  Parkvlew, Johannesburg
1990/000900/30 Streel South Africa, 2122
Johannesburg T +27 11 308 3001
2001 F +27 11 308 2638

Dlractors: ME Miwanazi (Chalman) B Molefe* (Group Chief Executive) MA Fanuochi Y Forbes HD Gazendam NP Mrxesana N Moola NR Njeke IM Sharma I8 Skosana

E Tshabalata DL Tshepe A, Singh” (Group Chief Financial Officer)

*Executive

Groupt Company Secretary: ANC Ceba

TRANSNEl

www.transnet.net
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Date: 31 October 2013
Reference: GSM/13/04/0722

T-SYSTEMS SA (PTY) LTD
International Business Gateway,
New Road,

Midrand

1685

Attention: Shaheen Vawda
Dear Sir,

RFP FOR THE PROVISION OF NETWORK SERVICES TO TRANSNET SOC LIMITED FOR A
PERIOD OF THREE [3] YEARS WITH AN OPTION TO EXTEND FOR A FURTHER TWO [2]

YEARS

Transnet expresses its appreciation for your valued participation in bidding for the above-mentioned
requirement.

After extensive evaluation of all bids recelved and adjudication, we regret to advise that your
company’s bid was not successful,

The following bidder has been afforded “Preferred Bidder” status: Neotel (Pty) Ltd.

We regret that your company was unsuccessful on this occasion, and would indicate that this decision
was based primarily on the under-mentioned factors:

e Pricing.
We thank you for your participation in this procurement process and would like to take this

opportunity to encourage your future involvement In bidding for associated business opportunities
which will be advertised by Transnet from time to time.

Yours sincerely

Name: Sharla Pillay
Designation: Acting Group Chief Executive

Date:
Transnet SOC Ltd Cariton Centre P.0. Box 72501
Registration Number 150 Commissioner  Parkview, Johannesburg
1990/000900/30 Street South Afrlca, 2122
Johannesburg T +27 11 308 3001
2001 F +27 11 308 2638
Directors: ME Mkwanazi (Chairman) £ Molefe* {Group Chief Executive) MA Fanucthi Y Forbes HD Gazendam NP Mnxasana N Moola NR Njeke IM Sharma I Skosana www.transnet.net
E Tshabafata DL) Tshepe A Singh” (Group Chief Financial Officer)

“Executive

Grgup Company Secretary: ANC Ceba
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Transnet SOC Ltd Cariton Centre P.O. Box 72501 C&\
Registration Number 150 Commissioner  Parkview, Johannesburg -
19%0/000900/30 Street South Africa, 2122
Johannesburg T +27 11 308 3001
2001 F 427 11 308 2638

Directors: ME Mkwanazl (Chalrman) B Molefe* (Group Chief Executive) MA Fanucchi Y Forbes HD Gazendarm NP Mixasana N Mocla NR Nfeke IM Sharma EB Skosana
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Date: 31 October 2013
Reference: GSM/13/04/0722

VODACOM (PTY) LTD
082 Vodacom Boulevard,
Highveld,

Centurion

0046

Attention: Prudence Shuping

Dear Sir,

RFP FOR THE PROVISION OF NETWORK SERVICES TO TRANSNET SOC LIMITED FOR A
PERIOD OF THREE [3] YEARS WITH AN OPTION TO EXTEND FOR A FURTHER TWO [2]

YEARS

Transnet expresses its appreciation for your valued participation in bidding for the above-mentioned
requirement.

After extensive evaluation of all bids received and adjudication, we regret to advise that your
company’s bid was not successful,

The following bidder has been afforded “Preferred Bidder” status: Neotel (Pty) Ltd.

We regret that your company was unsuccessful on this occasion, and would indicate that this decision
was based primarily on the under-mentioned factors:

+ Failure to meet the technical critical criteria that was stipulated on the RFP.
We thank you for your participation in this procurement process and would like to take this

opportunity to encourage your future involvement in bidding for associated business opportunities
which will be advertised by Transnet from time to time,

Yours sincerely

Name: Sharla Pillay
Designation: Acting Group Chief Executive

E Tshabalala DU Tshepe A Singh® (Group Chief Financial Officer)

*Executive

Group Company Secretary: ANC Ceba

www.iransnet.net
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30 October 2013

Mr Sunil Joshi

Managing Director and Chief Executive
Neotel (Pty) Ltd

44 Old Pretoria Main Road

Halfway House

Midrand 2186

Dear Sunil

NOTICE OF EXTENSION - MASTER SERVICES AGREEMENT BETWEEN TRANSNET AND
NEOTEL DATED 11 DECEMBER 2007 ("MSA")

We refer to the above matter and to the agreed initial five (5) month extension (“Current Extension™)
and the subsequent two (2) month extension (“Further Extension”) of the MSA between Transnet and

Neotel, which expires on 31 October 2013,

Transnet hereby wishes to extend the current Master Services Agreement (MSA) on the following

terms and conditions:

1. The MSA will be extended with effect from 1 November 2013 ("Third Extension”) on a month by
month basis, for a maximum period of six (6) months to allow for a transition of services.

2. The price for this Third Extension period will be a maximum of:

2.1.1. For the period from 1 November 2013 to 30 April 2014, a flat rate of R41,983,543
million per month (excluding VAT) less 0.25% (quarter of & percent per month
discount) on a month by month basis over the "Third Extension” period, regardless
of usage by Transnet; and

2.1.2. Transnet does however require additional discount as per the pricing indicated in
the RFP process which will be negotiated between the parties.

3. The terms upon which the parties concluded the Current Extension and Further Extension shall

apply to this Third Extension period;

Transnet SOC Ltd Caritan Centre P.O. Box 72501
Reglstration Number 150 Commissioner  Parkview, Johannesburg
1990/000900/30 Street South Africa, 2122
Johannesburg T +27 11 308 3001
2001 F +27 11 308 2638
Directors: ME Mkwonazl (Chairman) B Molefe* (Group Chief Exacutive} MA Fanucchi Y Forbes HD Gazendam NP Mnxasana N Moofa NR Njske IM Sharma 1B Skosana www.transnet.net
E Fshabalala DL Tshepe A Singh® {Group Chief Financial Officer)
“Executive

Graup Company Secretary: ANC Ceba
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4. Any additional projects and/or services outside of the services referred to in the billing as at the
end of March 2013, as referenced in paragraph 2 of the letter dated 31 May 2013 confirming the
Further Extension (to the Current Extension) shall be excluded from the fees referred to herein;
and

5. The monthly payments during the month by month Further Extension shall be made by Transnet
on the last working day of every month for the services provided during the month in question,
effective from 1 November 2013,

6. Transnet will give Neotel 30 days’ notice shouid any or all of Towers of Services not be extended

for the next monthly extension (*Third Extension”).

Regards

Sharla Pillay

Acting Group Chief Executive

ACCEPTED FOR AND ON BEHALF OF NEOTEL:

NAME:
SIGNATURE:
DATE:
Transnet SOC Ltd Carlton Centre P.Q. Box 72501
Registration Number 150 Commissioner  Parkview, Johannesburg
1950/000900/30 Street South Africa, 2122
Johannesburg T +27 11 308 3001
2001 F 427 11 308 2633
Diractors: ME Mkwanazi (Chalrman) B Molefe* (Group Chief Executive) MA Fanucchl Y Forbes HD Gazendam NP Mnxasana N Moola NR Njeke TM Sharma IB Skosana www transnet.net
E Tshabalala DLJ Tshepe A Singh” (Group Chief Financial Officer)
*Executive ca\

Graup Company Secretary: ANC Ceba
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Tranwnet SOC Ltd Carlton Centre . . .P:Q.-Box- 72501 “TRA i
Registration 150 Commissioner Parkview L NSNET
Number §tr. Johannesburg South Africa, 2122 '
1390/000900/30 2001 T +27 11 308 2250 %
F +27 11 308 1269
MEMORANDUM
wwwW. transnet .net
To: Sharla Pillay, Acting Group Chief Executive (GCE)

From: Mohammed Mahomedy, Acting Group Chief Financial Officer (GCFO)
Mantsika Matooane (Chief Information Officer)
Garry Pita, Group Chief Supply Chaln Officer (GCSCO)

Date: 30 October 2013

Subject: RFP No. GSM/13/04/0722 for Provision of Network Services — Request
for approval to approve the process, award contract and Issue a Letter of
Intent (LOI) inviting Neote! to further negotiations as the preferved
bidder of this RFP

s = ==

PURPOSE OF SUBMISSION:

1. To request the Group Chief Executive (GCE) to:

»  Approve the procurement process and award of business to Neotel (Pty) Ltd;

> Sign the Letter of Intent (LOI) for the preferred bidder (See Annexure Q);

> Sign letters of regret for the four (4) unsuccessful bidders (See Annexure R) and

»  Sign the letter to extend the current Neotel contract (Annexure T).
BACKGROUND:

2. The current five (5) year Neotel contract for Network Services was established through a
sale agreement of Transte! to Neotel. This agreement was due to expire on 31 March
2013 and the Board subsequently approved five (5) and two (2) months extensions
respectively and the current expiry date is 31 October 2013.

3. Al Transnet Operating Divisions (ODs) make use of this contract for their Network
Services requirements and the contract Is managed at Group level by EIMS previously
known as Group ICT.

4. The need for the Network Services RFP came about as a result of the imminent expiry of
the Network Services agreement with Neotel (Pty) Ltd and the Transnet Board requested
that management should test the open market for this requirement.

DISCUSSICN
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A Network Services sourcing strategy and RFP was prepared by the Cross Functional
Sourcing Team (CFST) that consisted of technical representatives from all ODs. This
sourcing strategy was recommended by the Executive Committee (EXCO) and Board
Acquisitions and Disposal Committee (BADC) and approved by the Board of Directors
(Board) in February 2013. The subsequent amendments on the sourcing strategy
pertaining to the contract period and technical threshold were further approved by the
BADC on 29 May 2013.

The Board delegated authority to approve the Sourcing Strategy, RFP, Advert and Award
to the Group Chief Executive Officer subject to approval of the BADC and the BADC
concurred with that recommendation. Refer to Annexure B of the attached TEAR report
for the BADC resolution delegating authority to the GCE as Indicated above.

An RFP was sent out to the market on 14 June 2013 and closed on 13 August 2013 after
being extended twice as per requests from the bidders and approved by the GCE. A
compulsory briefing session was held on 27 June 2013 and all nineteen (19) bidders who
purchased the RFP document attended the briefing session. Only five (5) bidders
responded to the RFP.

Bidders were evaluated against specific criterla as set out In the Request for Proposal
(RFP) that was approved by the GCE on 09 June 2013. The table below Indicates the

number of bidders that passed at each of the evaluation stages.

Evaluations
Stage 1 Stage 2 Stage 3 Stage 4 Stage 5
Administrative Substantive | Technical Commerdal Award indl,
Responsiveness | Responsiveness | Evaluation Evaluation Post Tender
[Negotiations
5 4 3 3 1

It was concluded during the technical evaluation process that three (3) bidders namely
Neotel (Bidder 1), Dimension Data (Bidder 3) and T-Systems (Bicdder 5) passed stage 1 to
4 of the evaluation process.

The prellminary Network Services evaluation results in the form of a Tender Evaluation
and Recommendation (TEAR) report were presented to Management for review on 01
October 2013. Management identified scoring discrepancies and requested that the Cross
Functional Evaluation Team (CFET) should re-moderate areas where there were huge
scoring discrepancies to be in line with Section 18.4.1(lil) of the PPM that stipulates that
an outlying scorefs should as a general guideline be determined where there is a point
differential of more than 4 points on the 10 point scale as compared to the other scores,
A re-moderation session was held at Cariton Centre on 04 October 2013 where all the
impacted service towers were re-moderated and agreed upoh by the entire evaluation
team including Transnet Internal Audit (TIA).

Transnet has also considered the issue of Vodacom acquiring Neotel, its assets and
customer base as part of this RFP. Neotel has however Indicated as part of the process
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that this risk will be mitigated and should the Due Diligence being conducted by Vodacom
prove to be positive for the sale and should the Competition Commission approve the sale
Neotel will continue to fuifill its mandate as part of Vodacom and offer services under the
agreed Terms and Conditions between Neotel and Transnet. Should the sale not be
conduded Neotel has also committed to continue dellvery of services to Transnet on the
proposed services as described in their RFP response with the necessary commitment
from their shareholders.

A recommendation for approval of Due Diligence and negotiations was submitted to the
GCE for approval upon conclusion of commercial and B-BBEE evaiuations. The GCE
approved the Due Diligence and negotiations request on 14 October 2013 and a copy of
the approved memorandum is included as Annexure C of the attached TEAR report. Due
Diligence and negotiations letters were Issued to the bidders on 14 October 2013 and the
process commenced on 16 October 2013.

The Due Diligence process kicked off with discussions on the bid proposals with the
individual shortlisted bidders to clarify thelr assumptions and enable them to submit thelr
Best and Final Offers (BAFQO) to Transnet. The process progressed to site visits to the
three (3) shortlisted bidders’ facilities to conduct Interviews with some of their key
resources and to conduct a facilities inspection to determine thelir technical capabllity to
execute on the contract if successful on this RFP. The Due Diligence process culminated in
conducting of telephonic interviews with two of the three references that were provided
by each bidder to establish their performance track-record on the network related
contracts which they have with their current customers. The above process was finalised
on 23 October 2013 and a Due Diligence report that was compiled by the CFST is included
as Annexure O of the Network Services TEAR report.

The Network Services TEAR report detailing the entire RFP process is included as
Appendix 1 of this memorandum. The High Value Tender (HVT) Gateway reports 1 and
2 provided by Transnet Internal Audit (TIA) as required by the HVT process indicates full
compliance (green audit) to the Procurement process. The HVT Gateway 3 report
indicated a need for improvement due to the rounding-off of technical scores and the
possible conflict of interest issue between T-Systems and Detecon Consuiting. The above
mentioned issues have already been mitigated through the rounding-off permission that
was received from the National Treasury and a written Affidavit from T-Systems
confirming that there was never any information sharing between them and Detecon
Consulting. Copies of the TIA Gateway Reviews reports are included as Annexure P of the
attached TEAR report.

Table 2 below indicates project timefines for the remaining activities to the completion of
this procurement event for the Network Services RFP:

Planned Completion
Item Activity “Date
1 Stage 1: (Administrative Evaluations & Moderation) Finafised
2 Stage 2; (Substantive Evaluations & Moderation) Finalised

3 A
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3 Stage 3: (Technical Evaluations & Moderation) Finalised

4 Stage 4: (Commercial Evaluations & Moderation) Finalised

5 Issuing of presentations invites to the shortlisted bidders Finalised

6 Presentations by the shortlisted bidders Finalised

7 Submit recommendation for approval of Due Diilgence and Finalisad
Negoatiations to the GCE for approval

8 Conduct Due Diligence to clarify assumptions and establish the Finalised
shortlisted bidders’ technical capability

9 Request Best and Final Offers (BAFO) after Due Diligence Finalised

10 | Stage 5: Post Tender Negotiations with the preferred bidder Deferred : é:oLgtIIssuIng of
Present a final recommendation for award together with LOI(S) to _

11 the GCE for approval 25 — 30 October 2013

12 Stage 6: Issue LOI(s) to the successful bidder 31 October 2013

13 Discuss transftion plan with the preferred bidder 31 QOctober 2013

14 Negotiate and sign Master Services Agreement (MSA) during the 01 November 2013 to 28
transition period including Supplier Development Plan February 2014

Table 2: Project Timelines

RISKS ASSOCIATED WITH THE CURRENT SERVICE PROVIDERS

16. Two of the bidders are current service providers to Transnet and risks linked to current

services and mitigating actions are highlighted in the table below:

Bidder 1 — Neotel Bidder § - T-Systems
Risk Mitlgating actions Risk Mitigating actions
Security services » Security requirements have Security services e Security requirements have
not meeting increased significantly not meeting increased significantly
requirements between the current contract | requirements between the current contract
and the RFP; and the RFP;
¢ Transnet has Implemented + Transnet has implemented
external monitoring of the external monitoring of the
network: network;
¢ Real time moenitoring; ¢ Real ime monitoring;
» Implementation of next s Implementation of next
generation firewalls; generation firewalls;

employ additional resources;

incident has been cleared.

o Supplier has commiited to .

o All findings linked to security o

Supplier has committed to
employ additional resources;

Al findings linked %o security
incident has been cleared,

Lack of project » Strong contractual support to | Lack of project »

Strong contractual support to

4
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govermnance force suppller to enact the governance force supplier to enact the
appropriate govemnance with appropriate governance with
the support from bidders the support from bidders
internal governance Internal govemance
functions; functions;

s Transnet will require » Transnet will require
independent certification of fndependent certification of
competence of project competence of project
delivery function; delivery function;

» SLA‘s will also be applicable » SLA’s will also be applicable
on future project with service on future project with service
credits linked to the project credits linked to the project
budgets and timelines. budgets and timelines,

Overall quality of | » Service credits are being
service dellvery charged;
» Focus on continuous sesvice
improvement.
Poor Financlal + Project launched to identify
Management weaknesses and to improve

current financlal reporting;

Internal Audit inftiated to
validate the accuracy of
current bilfing,

17. Considering the factors above management is confident that any risk linked to the
recommend bidder can be mitigated, if not already done by implementing the new
contract and more onerous service level agreements as included in the RFP process,

18. The proposed bidder’s overall service delivery trends have also improved over the

previous 18 months as is evident from the graph below:
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APPROVALS AND DELEGATION:
19. The Group Chlef Executive has already provided the following approvals:

> Approval of the Request for Proposal (RFP) and Advert to go out on an open
tender;

» Approval to advertise and issue a RFP to the open market for provision of Network
Services for a period of three (3) years with an option to extend for another two
(2) years;

» Approval to conduct Due Diligence and Negotiations on the Network Services RFP,

20. In terms of clause 6.4(e) of the Delegation of Authority on the latest PPM effective from
01 October 2013, all recommendations for award exceeding R2 billion should be approved
by the Board. This recommendation Is forwarded to the GCE for approval as per
delegation from the BADC dated 29 May 2013, a copy of which Is included as Annexure B
of the attached TEAR report.

FINANCIAL IMPLICATIONS: .

t.’ |3 b'“‘m $

21. The estimated contract value for a period of three (3) years Is estimated at WIon.
Transnet does have an option to extend the contract for an additional 2 years, which
would increase the cost with an estimated R1 biliion.

22. A minimum savings target of 10% will be negotiated with the preferred bidder during post
tender negotiations as part of Transnet’s FY 2013/14 cost savings drive.

BUDGET IMPLICATIONS:

23. All Transnet OD's and Speclalist Business Units (SBUs) have budgets available for their
respective Network Services requirements.
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24. To request the Group Chief Executive (GCE) to:

VYVVvVYvYvY

nager: Group Strategic Sourcing
Date: Y /m / 2013
RECOMMENDED / NOT-REGOMMENDED

¢f  Peter Voimink
Executive Manager: Governance & Compliance
Date: 21 OcToRez 2Zo\3

RECOMMENDED / NOTRESSMMENDED

Garry Pha //
Group Chief Supply Chain Officer

Date: 31/i0 /us
RECOMMENDED / NOT-RECOMMENDED
| hagr’(. Mahornedy

Acting Group Chief Financial Officer

Date: 2. jpo. 2013.

Approve the procurement process and award of business to Neotel (Pty) Ltd;
Sign the Letter of Intent (LOT) for the preferred (See Annexure Q);

Sign letters of regret for the four (4) unsuccessful bidders (See Annexure R); and
Sign the letter to extend the current Neotel contract (Anneswre T).

RECOMMENDED / NOT-RECOMMENDEDR
@M 4
Mandla Dube

Category Manager: Group Strategic Sourcing
Date: 3o [t 203

RECOMMENDED / NOERECOMMENDED.

Executive Manager: Office of the CIO
Date: &%ﬁ -]

RECOMMENDED /-NOT-RECOMMENDED-
-

Yusuf Loonat ‘

Executive Manager: EIMS Service Delivery

Date: 3 | /10/2 o3

RECOMMENDED / NOT-REGOMMENDED

Chief Information Officer
Date: 3| [jo [213

Sharia Pillay
Acting Group Chief Executive
Date: 3 oo 251
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Transnet SOC Ltd Carlton Centre P.0O. Box 72501 TRANSNET
. Registration 150 Ccmmissioner Parkview B
Number Str. Johanneskurg Scuth Africa, 2122
1990/000500/30 2001 T +27 11 308 2250 \'-
F +27 11 308 1269
MEMORANDUM

www ., transnet.net

To: Anoj Singh, Group Chief Financial Officer (GCFO)
Mantsika Matooane (Chief Information Officer)
Garry Pita, Group Chief Supply Chain Officer (GCSCO)

From: Brian Molefe, Group Chief Executive (GCE)
Date: 20 November 2013
Subject: RFP No. GSM/13/04/0722 for Provision of Network Services — Request

for approval to approve the process, award contract and issue a Letter of
Intent (LOI)

PURPOSE OF SUBMISSION:

1. To inform the Group Chief Financial Officer, Group Chief Information Officer and the
Group Chief Supply Chain officer of my decisions to award the above mentioned business
to T-Systems South Africa in terms of your request in your memorandum dated 31

October 2013.

BACKGROUND:

2. Your previous correspondence addressed to me dated 30 October 2013 with subject “RFP
No. GSM/13/04/0722 for Provision of Network Services — Request for approval to approve
the process, award contract and issue a Letter of Intent (LOI) inviting Neotel to further
negotiations as the preferred bidder of this RFP” (Annexure A) and the TEAR report
{Annexure B) which accompanied this letter refers.

3. This correspondence requested me to:
a. Approve the procurement process and award of business to Neotel (Pty) Ltd;
b. Sign the Letter of Intent (LOI) for the preferred bidder;
c. Sign letters of regret for the four (4) unsuccessful bidders; and
-d. Sign the letter to extend the current Neote! contract.

PROCUREMENT PROCESS

4. In approving the procurement process the following must be taken into account by the
Acquisition Council (AC), which in this case is the Transnet Board, which sub-delegated

this responsibility to the Transnet GCE:
5. The Role of the AC is set out in par 20.2 of the PPM, October 2013, which is set o

below:

& 1
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20.2 “"THE ROLE OF THE AC DURING ADJUDICATION

The function of the AC is to validate both the process related aspects as well as the
commercial aspects of the bid process. The AC is required to satisfy itself that all Bidders
were treated fairly in the bidding process and that the process was conducted in
accordance with the applicable regulatory framework and Transnet’s intemal rules. The
AC Is also required to determine that the price to be paid by Transnet is market related,
that the commercial terms and condiitions are fair and reasonable and that the award of

business is in the best interests of Transnet.
Factors to be considered during adjudication include whether:

20.2.1 the bid was advertised for a reasonable period of time and in the appropriate
media;

20.2.2 all Bids are still valid i.e. still within the validity period. It is important to note
that for the purposes of adjudication, bids are required to remain valid only
untif the matter Is considered by the AC provided that the AC approves the
process. Should the AC not approve the matter, the validity period must be
timeously extended;

20.2.3 communication with Bidders after the closing date was properly authorised and
conducted in a fair manner;

20.2.4 Bidders were evaluated against the evaluation criteria stated in the RFP:

20.2.5 the scoring of Bidders was reasonable, rational and in accordance with the
scoring methodology;

20.2.6 the recommended Bidder scored the highest points overall. If not whether the
recommendation to award the contract to another Bidder is based on other

objective criteria

20.2.7 the recommended Bidder is not on the Transnet List of Excluded Bidders, the
Treasury list of Bid Defaulters or the Treasury database of Restricted Suppliers;

20.2.8 the recommended Bidder has legal capacity to enter into a contract:

20.2.9 the contract is to be awarded to the same business enterprise as the one which
submitted the Bid:

20.2.10 the recommended Bidder submitted a valid and original tax clearance
certificate, VAT certificate (where applicable) and whether the recommended
Bidder complies fully with all legal requirements stated in the RFP. Note that in
terms of the Preferential Procurement Regulations 2011 nio business may be
awarded to a person whose tax matters have not been declared to be in order

by SARS;

20.2.11 the recommended Bidder is not insolvent, in receivership, bankrupt or being
wound up, has his affairs administered by a cowurt or judicial officer, has
suspended his business activities or is subject to legal proceedings in respect of
the aforegoing;

20.2.12 the award of business to the recommended Bidder would not be harmful to
Transnet’s image. In this regard, it must be borne in mind that Transnet is a

RFP No. GSM/13/04/0722 for Provision of Network Services ~ Request for approval to.approve te-
process, award contract and issue a Letter of Intent (LOI) - b

g ’
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public company and its sole shareholder is the Government of the Republic of
South Africa. For this reason, business transaciions with entities that could
harm Transnet’s image should be avoided;

20.2.13 price and other commercial terms are market related; and

20.2.14 The award of business does not pose any other legal or material risks to
Transnet that has not been mitigated.

20.3 RISK EVALUATION

Upon receiving a recommendation to award business to a particular Bidder, the AC may
at its own diiscretion call for a risk evaluation on the Bidder if it is of the opinion that this
was not considered at the evaluation stage. If on reasonable grounds it is determined
that there is a material risk involved in awarding the business to that particular Bidder,
the AC may, depending on the likelihood and consequence of the risk materialising
recommend one of the following:

e not awarding to the Bidder;
o awarding part of the business to the Bidder; or
»  splitting the business between the Bidder and another Bidder.

The concept of material risk must be interpreted restrictively and be limited to instances
where Transnet would be severely prejudiced by the award of business to a particular
Bidder.

20.4 SPLITTING OF BUSINESS

The AC should enquire whether the splitting of the award of business was considered
during evaluation, as this is a feasible mechanism to promote the development of new
emtrants into the market. Transnet’s standard bid conditions alfow for the selection of
multiple suppliers or the award of the whole, or any part of a Bid to any particular
Bidder. Transnet may also choose not to make an award If there are valid grounds for
doing so.

Bidders who qualify their Bids on the basis that the whole Bid should be accepted (in
conflict with the bid condiitions) must be advised that the restriction must be withdrawn
before their Bid can be considered.

20.5 DISAGREEMENT REGARDING AWARD OF BUSINESS

20.5.1 Should a dispute arise between the recommending officer(s) and the AC
regarding a submission after the AC has referred the matter back to the
recommending officer for re-motivation, the matter must be escalated to the

Entity’s CEO for a final decision.

20.5.2 Where the recommendation of the evaluation team confiicts with the opinion of
the end user, the matter must be referred to the AC for a rufing.

20.6 NON AWARD / CANCELLATION OF BIDS

20.6.1 Non award of business must be approved by the relevant AC. A motivation for
non award may be considered by the AC at any stage of the process before the
Successful Bidder is finally selected and informed about the bid award. Once a
Successful Bidder has been selected and informed about the outcome of the bid

RFP No. GSM/13/04/0722 for Provision of Network Services ~ Request for approval to afprovghe
process, award contract and issue a Letter of Intent (LOI) '
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process (i.e. he/she was awarded the bid), Transnet is said to be functus officio
and can no longer cancel the bid process without an order of court authorizing

it to do so.

20.6.2 It should be noted that a Bidder can only be regarded as the Successfi Bidder
when he/she was unequivocally informed that the bid was awarded to him/her.
An award that is made subject to further negotiation or qualification cannot be
regarded as a final and unequivocal award. Thus the award of "Preferred Bidder
status’; subject to the successful negotiation and conclusion of a subsequent
contract does not amount to being selected as the "Successful Bidder” as the
award is conditional and subject to the outcome of the negotiation process.

20.6.3 Group legal / the OD Legal department should be consulted before a decision to
cancel a bid is taken to advise on the legal risk associated with cancellation and
also whether Bidders should be invited to make representations before a final
decisfon can be taken.

20.6.4 The decision not to award business must as far as possible be taken timeously.
Bidders must be advised of his decision as soon as possible after the decision

has been approved,

20.6.5 Non-award of business (as a result of Transnets bad planning) should for
obvious reasons be minimised as far as possible as Bidders expend a significant
amount of time, effort and money when preparing and lodging Bids. Non award
has the effect of cancelling a bid and the AC must therefore act judiciously
when authorising a non award so as to minimize prejudice to Bidders.

20.6.6 When no Bid can be recommended for acceptance, the Manager concerned
shall provide a motivation to the AC dlearly stating the reasons why no Bid can
be recommended and give an indication as to how need for the reguired
Goods/Services will now be met.

20.6.7 In terms of the Preferential Procurement Regulations, 2011, if it is stipulated
that the 80/20 preference point system is applicable to a particular bid process
and all bids received exceed R1 000 000, the bid must be cancelled, If one or
more of the acceplable bid(s) received are within the R1 000 000 threshold, alf
bids received must be evaluated on the 80/20 preference point system.
Simifarty, If it Is stipulated that the 90/10 preference point system is applicable
to a particular bid process and all bids received are equal to or below R1 000
000, the bid must be cancelled. If one or more of the acceptable bid(s)
received are above the R1 000 000 threshold, alf bids received must be
evaluated on the 90/10 preference point system. If a bid is cancelled in ferms
of this paragraph, the correct preference point system must be stipulated in the
bid documents of the re-invited bid,

20.6.8 The AC may approve a non award under the following circumstances:

a) Where due to changed circumstances, there is no longer a need for the
goods, services, works requested. [ACs must ensure that only goods,
services or works that are required to fulfil the needs of the institution are

procuredf: or

b) funds are no longer available to cover the total envisaged expenditure. fACs
must verify that the budgetary provisions exist];: or
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¢} no acceptable bids are received, [If all bids received are rejected, Transnet
must review the reasons justifying the rejection and consider making
revisions to the specific conditions of contract, design and specifications,
scope of the contract, or a combination of these, before inviting new bids],

When the AC authorises @ non award on the grounds of a) or b) above, alf
Bidders should be reimbursed for the bid document fee, if bid documents were
sold.

20.6.9 The decision to cancel a bid in terms of paragraph 20.6.8 must be published in
the media in which the original bid invitation was advertised,”

FURTHER CONSIDERATIONS TAKEN INTC ACCOUNT RELATED TO THE
APPOINTMENT OF NEOTEL, THE PREFERRED BIDDER IN TERMS OF THE TEAR

REPORT:

6. I have given consideration to your recommendation as per your previous correspondence
mentioned earlier as well as section 20.5 of the Procurement Procedures Manual which
states that, should a dispute arise between the recommending officer(s) and the
Acquisition Council (AC) regarding a submission after the AC has referred the matter back
to the recommending officer for re-motivation, the matter must be escalated to the

Entity’s CEO for a final decision.

7. I have the following specific concerns with your recommendation and responses to me,
including .the responses to me in the various meetings held with the recommending
officers for re-motivation, which is discussed further in this document:

a. Counterparty Risk and alienation of state assets;

b. Concentration risk as Transnet is Neotel’s largest client;
C. BBBEE Partners

d. Information Security incident; and

e. CCTV camera exposures.

Counterparty Risk and alienation of state assets;

8. Government’s intention with the sale of the Transnet Wide-Area Network (WAN) to Neotel
was 1o create a second fixed line operator. I dont believe that Neotel met this mandate
due to the fact that they have had very little market penetration and Neotel has recently
announced that they have entered into negotiations to sell this network to Vodacom
which could be perceived to be alienation of state assets.

9. Lastly, Transnet did not consider Vodacom’s ability to manage the Neotel infrastructure
and should the sale transaction of Neotel to Vodacom realize this will expose Transnet to

unnecessary counterparty risk.

Concentration risk as Transnet is Neotel’s largest client
10. Transnet is currently Neotel’s biggest single client which exposes Transnet to unnecessary

concentration risk.
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BBBEE Partners

11. Neotel has not delivered against its BEE mandate which was part of the initial sale of state
assets to Neotel and has in fact diluted black ownership of the company as is evident
from the correspondence I received from Mr. Kennedy Memani, the Chairman of Nexus

Connexion the BEE partner to Neotel. (Annexure C)

Information Security Incident

12. During 2011, Transnet Internal Audit (TIA) was requested by Management to perform a
review on the Neotel Network Outsources IT Services. TIA issued a report highlighting
certain weaknesses as it related to firewalls in October 2011.

13. Network traffic was analysed by Neotel on an ongoing basis, focusing on the highest
volumes first to build required rules to resolve audit findings.

14. On 30 May 2012, Neotei indicated that they have found traffic on the network which were
not known to them. Management made a decision not to block this traffic as it could
potentially be related to operational systems and blocking this could result in business

interruptions;
15. Group EIMS decided to do scanning of their own to identify the source of this unknown

traffic;

16. On the 5 June 2012, the unknown traffic was identified as foreign traffic and IP addresses
from 5 different countries were found on the Transnet network within a period of 24
hours;

17. Should skilled and determined third parties have made use of the vuinerabilities they may
have been able to access servers and resources in the Transnet environment which may
include servers containing:

a. Financial information;
b. Operational information; and
c. Other sensitive / confidential information.

18. Although Transnet management and Neotel has implemented certain actions I am of the

view that the activities specifically as it relates to Neotel was not adequate and exposed

the organisation to unnecessary risk.
CCTV Network issues

19. TNPA identified that a number of their CCTV cameras in various ports were not
operational or operating as intended as a result of potential poor workmanship and
network issues. I am of the view that Neotel had a role to play as far as the network
supporting these cameras are concemed and this concern is more reason for me to

disagree with the recommendation made.

GCE'S CONCLUSION OF THESE CONCERNS

20. \Due to the above I have fundamental concerns in award a 3 year network contract to
Neotel. This network is the heart of the Transnet business and I am of the view that
awarding the business to Neote! will expose Transnet to unnecessary risk.

APPOINTMENT OF T-SYSTEMS SOUTH AFRICA

21. Post the close of the final offers being submitted T-Systems indicated that they
unfortunately due to the strict timelines set by Transnet only managed to get confirmation
from their shareholder on certain pricing elements and that they would be in a position to
reduce the price submitted the week before by a further R248 million.
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22. T approve that the R248 million be taken into consideration as part of T-Systems best and
final offer as the commitment was made in writing to Transnet and shortly after the best
and final offers have closed and I don't believe that any other bidders were prejudiced by
this.

23. I further do not believe it is necessary to request another best and final offer from any of
the vendors as all 3 preferred bidders were given the opportunity to confirm if the prices
submitted are accurate and if they omitted anything.

24. As per the TEAR report, should this R248 million be taken into account and business not
be awarded to Neotel due to the risks stated above, T-Systems would be the preferred
bidder.

25. Management must ensure that more favourable prices are agreed with T-Systems to at
least be at a similar level to the prices submitted by Neotel as part of the post tender

negotiations.

APPROVAL:

26. Based on the explanations given above, I request that the Group Chief Financial Officer,
Group Chief Information Officer and the Group Chief Supply Chain officer note the my
decisions to award business to T-Systems South Africa in terms of section 20.5 of the
Procurement Procedure Manual (PPM) and that I am overriding the recommendation
made in the TEAR report.

27. Please find the following attached:

a. Signed letter of intent to T-Systems South Africa (Annexure D)
b. Signed letter of regrets to four (4) unsuccessful bidders (Annexure E); and
¢. Signed letter to extend the current Neotel contract (Annexure F).

APPROVED / NOTAPPROVED

Brian Molefe!
Group Chief Executive
Date: ~@ - /7. /) 2«
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CHAPTER 1 : INTRODUCTION

Transnet SOC Ltd (*Transnet”) is fully owned by the South African government and operates as a
corporate entity. It is aimed at supporting and contributing to the country’s freight logistics network
by developing South African industry, reducing the cost of doing business, ensuring efficient and
prbjoﬂtablc operations, whilst at the same time promoting critical developmental and empowerment
objectives,

Section 217 of the Constitution Act 108 of 1996 and section 51(1)(a)(ill) of the Public Finance
Management Act 1 of 1999 ("PPMA”) stipulate that Transnet must have and maintain an approptiate
procurement and provisioning system which [s falr, equitable, transparent, competitive and cost-
affective,

Transnet's Supply Chain Policy and this Procurement Procedures Manual ("PPM") give effect to these
statutory requirements. The aim of the Supply Chain Policy s to ensure that Transnet gets value for
money In the procurement of Goods and Services in order to fulfll its mandate whilst redressing the
ecoriomic imbalances that have been caused by unfair discrimination In the pest. Transnet shall
therefore carry out its procurement processes as cost-effectively as possibie whlist meeting Its
commercial, regulatory and socio-economic goals. The Policy ensures a coherent framework within
which procurement principles and complianca controls are applied across Transnet,

The PPM seeks to operationalise the objectives of the Supply Chain Pollcy.

1.1 NATIONAL OBJECTIVES

The Transnet supply chain function should firstly be seen in the national context.
Government's economic development policies such as the New Growth Path ("NGP"), the New
Development Pian ("NDP”") and the Industrial Policy Action Plan (“IPAP”) emphasise the role
that State Owned Compenles ("$OCs") should play as key agents In a developmental state to
accelarate national development by leveraging their procurement spend to ensure that key
goals such es job creation, poverty alleviation, skilis transfer and empowerment are achieved.
As one of the major State Owned Companies, Transnet has 2 pivotal role to play In ensuring
that Government’s economic development policy goais are met.

1.2 INTEGRATED SUPPLY CHAIN MANAGEMENT (“ISCM”) PROCUREMENT
OBJECTIVES

12,1 Transnet's procurement objectives which are aligned to Transnet's objectives,
particularly the Market Demand Strategy ("MDS"), are ensuring security of supply of
goods and services that Transnet requires to fulfl its mandate, and achievement of
key soclo-economic goals, eg. job creation, empowerment. All Transnet's
procurement activities shall be implemented in line with the foliowing best practice

principles:
1,22 Fsirness and Transparency:
s equal treatment of bldders;
* openness and accountabillity; and
s ethieal conduct.

1,.2.3 Soclal Equity:
» Broad-Based Black Economic Empowerment (“B-BBEE"), Preferential

Procurement and Enterprise and Supplier Development.
1.2.4 Value for money:
¢ competitiveness; and
s cost effactiveness,

Chaptsr 1: Intraduction Page 9 of 221
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1.2.5 Due regard must be given to the Importance of:

a) the promotion of Interdivisional Procurement as well as the
moving of excess stock between Divisions; and
b) the development, promotion and support of Transnet's Supply

Chaln Code of Ethics, which requires that all commerelal conduct
be based on ethical and moral values and sound business
practice, This value system governs ali commercial behavieur
within Transnet,

1.2.6 Transnet will strive to procure Goods and Services which contribute to its mission: To
anticipate and satisfy the requirements of its customers for a highly responsive and
cost-effective transportation Service. In order to achiave this, Transnet Is committed
to working with suppllers who share its goais of continuous improvement in serviee,
Quality and reduction of Total Cost of Ownership (TCO),

1.2,7 Transnet prefers not to do business with any agents ("middiemen”), whe de net add
significant value to the supply chain, Transnet would rather contract directly with the
overseas and/or local Original Equipment Manufacturers (OEMs), In the cese of
dealing with overseas OEMs for relevant SD targetad commodities such es rolling
stock and port equipment, Transnet will negotiate meaningful SD local capabliity and
capacity bullding initiatives as part of their supply agreements with Transnet,

1.28 Transnet commits to clarity In ks communication of reguirements, It furthermore
commits to being professional, courteous, falr, factual and responsive in its business
deaiings.

1.2.9 Transnet supports good corporate governance by ensuring the preservation of the
highest standards of Integrity, objectivity, falrness, efficiency and profassionalism.

1.2.10 The purpose of one Supply Chain Policy and a uniform set of procedures for the
whole Transnet Group is to facilitate a uniform Interpretation internslly, whilst
complying with the requirements of Section 51(1) (2) of the PFMA and Sectlon 217 of
the Constitution.

1.3 ISCM CONTROL OBJECTIVES

Transnet's ISCM function |s aimed at achleving the following control objectives:
» To ensure only goods and services required by the organigation are acquired;

+ To ensure that demand s appropriately defined and supply Is structured/executed in
accordance with the needs of the business;

» Tenders enable efficient/economical procurement from appropriate vendors considering
legislative requirements;

« To ensure that policies and procedures exist for the Contract Managernent process and are
standardised across Transhet;

* To employ and retain adequately skilled and sufficlent contract management resources:

e To ensure that contract management is planned adequately snd efficiently to enable
Transnet to achleve its business objectives;

¢ To ensure that all goods and services are properly and efficlently delivered against the
agreed standards and targets set out in the contract / SLA;

o To effectively and efficlently manage and maintain ali supplier relationships;

+ To ensure that all contracts are adequately retzined end maintsined en SAP or filed
manually;
» To ensure that all contracts have been properly approved, finalised and archived,

Chapter 1: Introduction Page 10 of 721
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* To ensure Integrity of master data which will enable efficlent, effective and economical
procurement decision making;

+ Toensure that there Is appropriate source of supply to meet demand requirements timeously
and that accurate and timeous payments are made to correct suppliers;

» Inventory Is re-ordered promptly, at an appropriate level, to ensure availabllity when
required. Material items are appropriataly defined and sét-up with correct specification.
Inventory Is appropristely safeguarded and secure; and :

s To ensure faimass and diligence In the conduct and accounting of all scrap business practices
that a;a adopted and s supported by duly documented, approved and accessible policles and
procadures,

NOTE: Tha detailed Business Critical Activities (BCAs) derived from the abave ISCM Control
Objectives are attached hereto as Appendix A (Business Critical Activities).

Chapter 1: Intreduckion Page 11 of 221
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CHAPTER 2 : DEFINITIONS, ABBREVIATIONS AND ACRONYMS

TERM
Acceptable Bid

Acquisition Council
[AC)

Advance Payment
Guarantees [APGs]

Advertisement
Alternative Bid

B-BBEE Enterprise

B-BBEE
Improvement Plan

Bid
Bidder

Black People

Board Acquisitions
& Disposals
Committee

[BADC]

Board of Directors
[BOD]

Buyer

Chapter 2! Definition, Abbreviation or Acronym

QOctober 2013

Any bid which, ln all respacts. compllu wtth the lpeciﬂcatlons and
conditions of bid as set out In the bid document

The main Acquisition Councll of an Operating Division, Specialist Unit or
Business, Unless specifically stated otherwise “AC” alse includes sub-
Acquisition Counclls operating under the auspices of the ACs and which
caters for transactions falling below tha minimum thresheld of the main AC,
e.g. Acquisition Coundils operating on & local or reglonal basis, as well 26
the TAC catering for Corporate Head Office and transversal contracts

Is a guarantee Issued by a financial institution, on behalf of a supplier to 2
buyer, in relation to any advance payment that is made by the buver to the
suppller to allow the work to commence, The guarantee protacts the buyer
agalnst the risk of non-performance as the buyer can claim reimbursement
of the advance payment against the guarantee In such a cese

A public invitation to submit bids for the provision of Goods or Services

Is a bid that purports to satisfy a stated need but does not fully comply with
the lald down specification of the RFX. Alternative Blds are allowed at the
discretion of Transnet

Broad-Based Black Economic Empowerment

Any supplier or contractor who has been rated anything from & Level 8 (10
% recognition level) to a Level 1 (135% recegnition level), as defined in the
B-BBEE Act and Codes of Good Practice Issued by the DTI

A plan requested from bidders/preferred bidders on the extent to which
they commit to improving or sustaining their B-BBEE performance over the
contract perlod. These criteria focus on ownership, management control,
employment equity, preferential procurement, skills development and
enterprise development.

A written offer in a prescribed form in response to an invitation by Transnet
for the provision of Services, works or Goods, through price quotations,
advertised open blds, approved lists, confinements or preposals

a natural or juristic person or partnership who submits 8 bid offer or an
expression of interest to perform a contract In respanse to an Invitation to
do so

Is a generic term which means Africans, Coloureds and Indlans

A sub-committee of the Transnet Board of Directors tasked with providing
oversight and approval for acquisitions and disposals falling within its
delegation of authority

The Board of Directors of Transnet SOC Ltd

Any person In Procurement or ISCM In any Transnat entity, whe has the

Pags 12 of 221
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necessary delegated powers {0 undertake specific procurement functions
with regard to transactions falling within his/her DoA, i.e. the R-value of the
transaction

Carrler Any person who, in a contract of carriage of goods, undertakes to perform
or to procure the performance of carrlage, by rail, road, sea, alr, inland
waterway or by a combination of such modes (used in definitions of
Incoterms)

E| NITION, ABBREVIAT
IEFINITI ABB! |

Centre(s) of Cross-divisional teams strateglcally focusing on a particular functional area.

Excellence [COE(s)] They focus on tactical Issues releting to the functional area, and are aimed
at Identifying and leveraging on the areas of excellence In Transnet, Key
strategic objectives will be executed through the COEs with a risk mitigation
plan supported by Enterprise Risk Management (ERM)

Chlef Executive The Chief Executive Officer at the head of a Transnet Division with
Officer [CEO) appropriate delegated authoritles which are in line with the Transnet Group
Delegation of Authority (Group Limits of Authority)

Chief Financiaf A Chief Financial Officer in an Operating Divislon of Transnet Including

Officer [CrO) Transnet Capital Projects

Construction Any construction related bid/contract, as defined In, and regulated by the
Industry Construction Industry Development Board, by virtue of the CIDB Act. This
Development Board includes new construction activities as well as the malintenance of existing
[CiD&] civil, mechanical or electrical structures

bid/contract

Confinement A procurement process restricted to one or a limited number of Bidders
Consultant A person, company or a close corporation that provides expert or

speciaflised advisory skils / services, A consultant does not supply the
uitimate end product, but provides a recommendation of the best solution
to a specific need based on his/her expertise.

Chief Procurement  The Chief Procurement Officer of a Division of Transnet or a Specialist Unit
Officar [CPO)

Cross Functional A team that Is involved in the evaluation of bids regarding transactions of a
Evaluation Team high value or where the quality / functionality criteria is complex and a
[CPET] simple yes /no answer on technical compliance Is not possible or viable.
Cross Functional A team that Is involved in the procurement of transactions of a high value
Sourcing Team or where the quality / functionality criteria are compiex. As they represent
[CFST) varlous functions, a hollstic overview over the process will be ensured.
Delegation of The extent of authority required In order to implement certaln actions by or

Autherity [DoA) on behalf of the company, including any sub-delegation of authority where
permitted. This includes the power to retrospectively authorise, condone or
rescind & declsion already taken by a sub-delegate.,

Exempted Micro An enterprise with an annual turnover of less than R5 million, as defined by
Enterprise [EME) the DT1's Codes of Good Practice

Expression of Means & request for Bidders to register their Interest in providing specified
Interest Goods or Services and to submit thelr credentials so they may be invited to
[E01] submit & Bid should they quallfy or are selected to do so.

Entarprise A trading business (a company, close corporation, partnership or any other
Chaepter 2: Definition, Abbreviation or Acronym Page 13 of 221

Griober 2013 a



FOR INTERNAL USE ONLY

Entity

Fronting

Fruitless and
Wasteful
Expenditure

Goods
Group

Group Chief
Executive [GCE]

Group Chief
Financlal Officer
[GCFO]

Group Chlef Supply
Chain Officer
[GCSCO}

High Value Tender
Process [HVTP]

1C? Supplier
Development
Matrix

Imported content

Incoterms

Integrated Supply
Chain Management
[ISCM]
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Used in the Transnet context to describe an Internal Transnet Operating
Division, Speclalist Unit, Transnet business or the various Group Functions
comprising the Cotporate Centre

A deliberate circumvention or attempted circumvention of the BBBEE Act
and the Codes. Fronting commonly Involves reliance on data or claims of
compliance based on misrepresentations of facts, whether made by the
party ciaiming compliance or by any other person

Expenditure that was made in valn and could have been avoided had
reasonable care been taken, The paying of exorbitant prices which are not
market related is also regarded as frultiess and wasteful expenditure

Any physical object or objects which has value, whether raw or processed,
movable or Immovable

All Operating Divisions, Specialist Units, Businesses as well as the various
different Group Functions comprising the Corporata Centre

The person in the Corporate Centre appointed &s the Transnet Group Chief
Executive, duly appointed by the Minister of Public Enterprises, or the
person acting In his/her stead, at any given time, In terms of a proper
mandate

The Group Chief Financial Officer In the Group Corperate Head Office, whe
reports directly to the GCE, or the person acting in his/her stead, at any
given time, in terms of a proper mandate

The General Manager who heeds up the Integrated Supply Chain
Management function In the Corporate Head Office, or the person acting in
his/her stead, at any given time, In terms of a proper mandate

A process that is used In the procurement of high value goods/services.
This process Includes a number of gateway reviews during key steps of the
tender process, in order to ensure that any flaws in the process are
detected timeously

A framework utilised to categorise SD opportunities on @ matrix based on
thelr value, extent of Industrial leversge and stratapic Importance to
Transnet. The matrix is adapted from the DPE Suppiier Classification Matrix
focused on Increased Competitiveness, Capability and Capacity

That portion of the Bld price represented by the cost of components, parts
or materfals which have been or are still to be imported (whether by the
suppller or Its subcontractors) and which costs are inclusive of the costs
abroad, plus frelght and other direct importation costs, such as landing
costs, dock dues, Import duty, sales duty or other similar tax or duty at the
South African port of entry

(1CC Incoterms 2010) means, In relation to International trade (sele and
purchase of Goods), the giobally accepted purchase terms for Goods, used
to indicate the costs to be Incurred by the seller and tha buysr and the
point at which the risk of the Geods passes frem the seller to the buyer

See Appendix C for detalled definitions of all Incoterms

The Integrated Supply Chaln Management function as a whole including all
Operating Divisions and Cantres of Excellence

Page 14 of 221
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Irregular Expenditure incurred In contravention of, or that Is not in accordance with a

Expenditure
Letter of Award

Letter of Intent
(LoI)

requirement of any applicable legisiation, including the PFMA

Is Issued when a Bidder is selected as the Successful Bidder. The letter of
award Informs the Successful Bidder unequivocally that he/she was
awarded the business

Is Issued when 2 Bidder Is selected as the Preferred Bidder. The LOI
informs the Preferred Bidder of Transnet's intention to negotiate and
conclude a contract with it

Local Content (LC)  The portion of the Bid price or quotation which Is not Includad In the
Imported Content, provided that local manufacture does take place

Manager Means any employee In Transnet, by whatever designation he/she Is
krnown, who has been delegated certaln specific powers in terms of a proper
Delegation of Authority

Matarial An amendment which Increases the scope, cost or risk of a contract by

Amendment more than 10% of the otiginal contract value

Market Demand The Transnet strategy to Invest In capital Infrastructure In order to mest

Strategy (MDS) market demands for increased efficlency and effectiveness In delivery of
Transnet’s services

Non-Disclosure A confidentlality agreement between two or more partles

Agreement (NDA]

Open Bid A public request to do business which has been properly advertised and to
which any member of the public can submit a Bid

Opo;ntlng Division  An operating division of Transnet, namely TFR, TPT, TNPA, TPL and TRE

fob

Parcelling When the full scope of work is known at a point In time and business is
deliberately spilt into smailer porticns to keep the transaction value within
one’s own Delegation of Authority, or to keep it below the threshold of an
AC or a person with higher Delegation of Authority

Parent Company A guerantee by a parent company of a supplier’s performance under its

Guarantee contract with a buyer, where the suppller Is a subsldiary of the parent
company.

Performance Bonds A performance bond from a bank guarantees performance under a contract

(PBs) from commencement to completion. The bank issuing the performance
bond undertakes to pay a specified sum of money to the buyer If the
supplier does not fulfll its contractual obligations,

Post Tender Negotiations between Transnet and one or more shortlisted Bidders after

Negotiation [PTN]  the Blds have been evaluated, but before the business has been awarded

Preferred Bidder Means & Bidder that has been identified through an avaluation process as
the Bidder with whom Transnet intends to conclude a contract subject to
the successful completion of contract negotiations

Prequslification These sre criterla that have to be met for a Bid to be deemed as

Criteria responsive, e.g. registration with a specific professional body, specific
accraditation, etc

Qualifying Small An entarprise with a turnover between R5m and R35m, as defined by the

Enterprise [QSE) DTY's Codes of Good Practice

{hapter 2: Dafinition, Abkreviatien o Acranym Page 15 of 221
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Quality
(Functionality)

Rentai or Lease

Request for
Information [RFI]

Reguest for
Quotation [RFQ]

Request for
Proposal
{RFP]

Reguest for ...
[RFX]

Service

SOC

Supplier
Development (SD)

Successful Bidder

Tender Evaluation
and
Recommendation
Report [TEAR]

Transnet
Acquisition Council
[TAC]

Transnet Capltal
Projects [TCP]

Transnet
Engineering [TE]

Transnet Freight
Rall
[TFR]
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means the measurement according to predetermined norms, as set out in
the bid documents, of a service or commodity that is designed to be
practical and useful, working or operating, taking into account, ameng
other factors, the quaiity, reifability, viabllity and durabllity of a service and
the technical capacity and ability of & bidder

The use of Goods and/or moveable assets for a peried and for
conslderation (compensation)

An Invitation to 8 broad base of potentlal suppliers to provide written
Information about thelr capabilities to meet & stated Traninet need. An RF!
is primarily used in instances where Transnet Is not clear about the precise
specifications and/or scope of work required to meet its needs for spacified
Goods or Services, The information recelved through an RFI process is
typically used to pre-gualify suppliers for consideration before an REP for
the Goods/Services Is Issued

Request for Quotation |s used for transactions <R2m, However, CEOs may
at thelr discretion lower the quotation limit

Request for Proposal Is used on the open Bid process i.e. for transactions >
R2 milllon. However, CEOs may at thelr discretion lower the minimum
threshold for open Blds

A generic term which can be used Interchangeably with either RFI, RFQ of
RFP

The provision of labour or work, Including knowiedge-based expertise,
carried out by hand, or with the assistance of equipment and plant

State Owned Company

Improving the socio-economic environment as required by the NGP by
creating competitive local suppliers vie Enterprise Development, the
Competitive Suppiier Development Programme and other Initiatives such as
Preferential Procurement. This resuits In 2 reduction In cepltal leakage and
creates a supply base that can be competitive to market its Goods en the
International market leading to Increased exports,

Means a Bidder that has been identifled as the Bidder to which business has
been awarded

A report that must be submitted by the evaluation team to the AC setting
out an overview of the bid evaluation process, evaluation methodelogy,
reasons for elimination of Bldders, a recommendetion for the award of the
tender as well as ali supporting evaluation scorecards

Acquisition Councli catering for Corporate Head Office precurement and
Centre-ied transversal procurement

Transnet Capltal Projects - a Specialist Unit of Transnet
Transnet Engineering - an Operating Divislon of Transnet

Transnet Frelght Rall - an Operating Division of Transnet

Page 16 of 221
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Transnet National
Ports Authority
[TNPA]

Transnet Pipelines
(TPL]

Transnet Port
Termiinals [THT]

Transnet
Properties(TP)
Transnet Corporate
Centre [TCC)

Transnet SOC Ltd

Unsoliecited Bid

Werking day
Year
%Z” Clause

Notes)

Transnat Pipelines - an Operating Division of Transnet

Transnet Port Terminals - an Operating Division of Transnet
Transnet Properties - a Speciallst Unit of Transnet

The Head Office of Transnet SOC Ltd

Transnet SOC Ltd, Registration No. 1990/000900/30 incotporated in terms
of the Companies Act 71 of 2008, as amended which includes all Operating
Divisions, Specialist Units and/or subsidiarles

A uniateral request from a person or enterprise to do business with
Trensnet without Bids or quotations having been Invited by Transnet

Any day other than a Saturday, Sunday or public hofiday
Any defined period of 12 (twelve) consecutive months

Refers to any additional clauses/speclal conditions mentioned In the
Contract Data, Part 1 of the NEC3 Sulte of Contracts

»  Words capitalised In the document have been defined In this Chapter,

* The terms “bid” and "bidder” In the context of this Procurement Procedures Manual
&re synonymous with the terms “tender” and “tenderer” respectively.

Chapter 2. Defipition, Ablreviabion ar Acronym Page 17 of 221
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CHAPTER 3 : SCOPE AND EXCLUSIONS

The PPM Is applicable to all acquisitions across the Transnet Group regardiess of the value of the
transaction, save for the exclusions mertioned In Table 1 below. The PPM has been siigned to the
Construction Industry Development Board (“"CIDB") Act and Standard for Uniformity in Construetion
Procurement (Standard for Uniformity) and applles to all construction procurement acroas Transnet
as Indicated In paragraph 3.4, below,

The PPM sets minimum standards for compllance, however, CEOs and their duly appointed
Acquisition Counclls (“ACs”) rmay Impose more stringent rules and thresholds then those laid dewn in
the PPM.

3.1 PROCUREMENT PROCEDURES

Transnet’s Procurement Procedures as encapsulated in this document (the PPM), aim to
establish the framework within which ali procurement activities are to be conducted &t
Transnet, These procedures are derived from the Transnat Supply Chaln Policy, and sheuld be
read In conjunction with delegated powers granted In terms of the Delegation of Authority
Framework, Other formal procedural manuals, directives, circulsrs or practice notes mey be
issued from time to time, elther from ISCM, or from an Operating Division ("OD"), AC or Group
Function and these should be read In conjunction with this Manual, However, it must be noted
that any directive that changes any substantive principies of the PPM will be Issued only on
approval from the BADC, Where any conflict arises between such directives and the PPM, the
later dated document shall prevall,

3.2 COMPLIANCE WITH THE PPM

Subject to paragraph 3.5 below, all procurement within Transnet must be conducted by supply
chain officlals within Transnet In accordance with the PPM,
3.2.1 Non-compliance with the PPM wili be regarded In & serlous light as It could result in
Irregular Expenditure and/or Frultless and Wasteful Expenditure in terms of the
PFMA,
3.2.2 Section 51(1)(e) of the PFMA places an obligation on Transnat to take the necessary
appropriate action regarding acts of financlal misconduct,
Fallure to comply with the provisions of the PPM will lead to disciplinary action and depending
on the severity of the non-compilance, possible dismissai and/or legel action, As & general rule,
condonation of non compliance with procurement policles and procedures is not permitted in
terms of the PPM.

3.3 PURCHASING PROCEDURES

These procedures cover the purchasing and supply of all Goods, Services (tangible and
intangible), fixed assets, construction-related procurement and the appointment of
consultants. The aforementioned are in respect of both Operational and Capital expenditure,

3.3.1 Ferrous and non-ferrous scrap

The process of appeinting contractors for the disposal of ferrous scrap (steel) and non-
ferrous scrap Is subject to the PPM. Due to the high value income-ganarating nature of
such disposals as well as the high risk of theft, the disposal of scrap Is in addition
governed by a separate, detailed “Scrap Disposa! Policy and Procedures”, This policy Is
avallable on the Transnet Intranet,

Chagter 3: Scope and Exclusions Page 18 of 221
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34 CONSTRUCTION PROCUREMENT PROCEDURES

This PPM has been aligned to the Construction Industry Development Board ("CIDB”) Act and
Standard for Uniformity and applies to all construction-related acquisitions across Transnet, In
relation to construction procurement, to the extent that there Is any conflict between the PPM
and legislation related to construction procurement, the legislation shall prevail,

Where different procedures apply to general procurement and construction procurement, the
CIDB logo will appear next to the procedures refating to construction procurement only

Other formel procedural manuals, directives, circulars or practice notes relating to Construction
Procurement may be issued from time to time and these should be read in conjunction with

this Manual,

At the start of every Chapter following this Chapter there will be an indication regarding the
applicabllity of the Chapter to construction procurement.

3.5 PPM EXCLUSIONS
The trTnuctlom and processes tabled below are excluded from this Procurement Procedures
Manual:
TABLE 1

s Individusls (temporary staff), Including contract workers employed by Transnet Human
Resources. (However, the appointment of a recruitment agency, Consultant, consultancy firm
or a firm providing a Service to Transnet must follow the PPM)

o Petty cash purchases, subject to such instructions as Issued from time to time
| & Inspection Services In connection with the procurement / sale of Goods / assets

¢  Media sdvertising (excluding campaigns Involving professional advertising agencies)

* Income generating transactions (l.e. where Transnet’s Infrastructure, etc. Is utllised to provide
a Service; including Instances where cross-divisional support Is engaged for strateglc or other
reasons, However, procurement relating to such Income-generating contracts must follow the
PPM - sae Chapter 9 (Contract Options) -

¢ Water and electricity which is supplied to Transnet, Including the provision of Services, as well
as the relocation of such Services as a result of Transnet's activities (e.g. the relocation of
power lines or water mains due to the construction of a new raiiway line)

* Rates and taxes and other levies ralsed by local authorities or provingial administrations, both
of which are excluded from these procedures, by virtue of the fact that they can only be
obtalned from the particular iocal authority, but which are for purposes of good corporate
governance, paid by means of blanket orders, or other approved methods B

* Purcheseof Goodsatauctions L

»  Sale of Goods at auctions but excluding the appointment of auctioneers

*  Letting and hiring of dwellings, and acquisition and alienation of houses or acquisition of land

_ forhouses in terms of prescribed housing policy o —

¢  Letting and hiring, and acquisition and disposal of all Immovable assets, Refer to the Transnet
Group Delegation of Authority, avallable on the Transne_t_: Intranet.

¢  Sponsorships and donations, which are strictly governed by Delegated Powers

Chapter 3t Scope and Exclusions Page 1% of 221
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»  Disposal of non-core businesses by the Transnet Restructuring Department, Such disposals are
on the strict proviso that any employee of the Transnet Restructuring Department, & Trananst
Board member or & senior Manager (or higher) Ih the Transnet Group or any of It# divisions
wiit be disqualified from the Bldding process for the sald non-core businesses for a perlod of 18
months from the date of his/her exit from Transnet

» The disposal of all movable assets, e.g. the disposal of redundant PC equipment, cell phones,
office equipment and furniture must be properly controlled In terms of the Individuel
policles/procedures governing such disposals, These policies and procedures are avaliable on
the {SCM Transnet Intranet.

» The provision of degree or diploma certificates by tertiary Institutions, attendance of training
courses, seminars and conferences which are required on a once-off basis end are under R2
million In vaiue, provided that such transactions are approved by the person with the required
DoA. Such quotes must be sourced and processed by the end user department requiring the
training.

» Any such ex_cluslons which a Transnet Division may apply for through ISCM and which have
been duly approved by the Transnet Group Chlef Executive ("GCE") or the Transnet Group
Chief Financial Officer ("GCFQ") in accordance with guldelines which may be Issued from time
to time.

3.6 APPLICATION

This version of the PPM appiies to all new procurement processes which have been Initiated
on or after the commencement date of this document. Procurement procasses initiated prior
to the commencement date must be deait with In accordance with the rules that were
applicable at the time [l.e. the October 2012 version of the PPM In relation to genersl
procurement and the Transnet Capitai Projects (“TCP") Construction Procurement Policy,
Processes, Procedures and Methods Manual (the Construction Manual), Revision 1 In relation
to construction procurement).

Chapter 3: Scope and Excluslons Page 20 of 221
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CHAPTER 4 : APPLICABLE LEGISLATION AND POLICIES
41 CONSTRUCTION-RELATED LEGISLATION

o

In terms of legisiation, Construction procurement must be In compliance with the
requirements of the Construction Industry Development Board Act (CIDB Act), 38 of 2000
Including the CIDB Regulations and Standard for Uniformity, as amended. With regard to
Transnet’s policies on Preferential Procurement and Supplier Development, these must be
pursued in construction procurement but only to the extent allowed by the CIDB legislation.
Construction Procurement methods to support Supplier Development are covered in the
methods for avaluation.

4,2 GENERAL LEGISLATION

The Government of the Republic of South Africa, through the Department of Public Enterprise,
Is the sole shareholder of Transnet, The following legisiation has been taken into consideration
in the formulation of this document:

TABLE 2

_ LEGISLATION AND GOVERNMENT POLICY
¢  The Administrative Adjudication of Road Trafflic Offences Act, 46 of 1998
s The Arbitration Act, 42 of 1965

»  The Broad-Based Bieck Economic Empowerment Act, 53 of 2003 as amended, Including
the Department of Trade & Industry’s Codes of Good Practice

»  The Companies Act, 71 of 2008 as amended

s The Competition Act, 89 of 1998 as amended

+  The Competitive Supplier Development Programme (CSDP)

»  The Constitution of the Republic of South Africa Act, 108 of 1996

s The Construction Industry Development Board Act (CIDB Act), 38 of 2000 Including the |
CIDB Regulations and Standard for Uniformity, as amended

s  The Conventional Penalties Act, 15 of 1962

s The Copyright Act, 98 of 1978

+  The Currency and Exchange Act, 9 of 1933

o  The Designs Act, 195 of 1993 _ _

s The Electronic Communications and Transaction Act, 25 of 2002

«  The Framework for the Operationalisation of Government's Procurement Pollcles in State
Owned Enterprises (dated 31 July 2001)

*»  The income Tax Act, 58 of 1962

o The Industriel Policy Action Plan II

+ The King III Report on Corporate Governance
»  The Local Procurement Accord

Chapter 4. Applicable |Legistation and Palicies Page 21 of 221
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LEGISLATION AND GOVERNMENT POLICY

» _ The National Development Plan (NDP)

« The Natlonal Ports Act, 12 of 2005

=  The Natlonal Rallway Safety Regulator Act, 16 of 2002 __

¢ The New Growth Path (NGP)

»  The Occupational Health and Safety Act, 85 of 1993

»  The Patents Act, 57 of 1978

Regulations of 2011 - effectlve 7 December 2012

+  The Preferential Procurement Policy Framework Act (PPPFA), 5 cFZOOO os ameﬁ&ed,

«  The Preventlon and Combating of Corrupt Activitias Act, 12 of 2004 g8 emended

'« The Promotion of Access to Information Act (PAIA), 2 of 2000 as emended

o  The Promotion of Administrative Justice Act, 3 of 2000

o Promotion of Equality and Prevention of Unfair Discrimination Act, 4 of 2000

»  The Public Finance Management Act (PFMA), 1 of 1999 as amanded (Transnet Is not
bound by the Supply Chaln reguiations issued In terms of this Act)

e The Promotion of Administrative Justice Act (PALJA), 3of 20_00 as am_ended

+  The Second-Hand Goods Act, & of 2009

¢  The Standards Act, 8 of 2008

e  The Trade Marks Act, 194 of 1993

» The Vaiue Added Tax Act, 89 of 1991

43 POLICIES

43,1 General Overview of Transnet Policles

The following policles and procedures which are available on the Transnet Intranat are
suppiementary to the PPM and should be taken Into consideration, where applicable.
Persons using the PPM must apply the most recent edition of the documents iisted In

Table 3 below
TABLE 3
= TRANSNET POLICIES AND PROCEDURES : LdCATION
» Transnet Code of Ethics . Company Secretary
Intranet portal
«  Cell phone Pollcy ICT Intranet Portal

»  Contract Management Policy

Policies Intranet Portal

s Counterparty Risk Management Policy  Finance Intranet Portal
s PCDisposal Policy . ICT Intranet Portal
¢ Declaration of Interest and Related Party Disclosure Policy Company Secretary
| Intranet portal
¢ Delegation of Authority Framework Company Secretary
VIntraggt poltal
+ Group Compllance Poiicy Group Compliance

Chapter 4: Applicable Leglislation and Policies
October 2013
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B TRANSNET POLICIES AND PROCEDURES LOCATION
B o Intranet Portal
s Gifts Policy Company Secretary
_ o Intranet portal
¢ _ Supply Chain Policy B ISCM Intranet portal
* _ Procure to Pay Procedures(P2p) ISCM Intranet portal
* High Value Tander Process ISCM Intranet portal
*  Records Management Policy Company Secretary
_ Intranet portal
¢ _Raevarse Logistics Procedure ISCM Intranet portal
¢  Scrap Policy ISCM Intranet portal
*  Supplier Develdpment Plan ISCM Intranet portal
»  Transnet Broad-Based Black Economic Empowerment Polley Group Compliance
Intranet portal

Chaptar 4; Applicable egislation and Palicies
Qctober 2613

4.3.2 Praferentlal Procurement

&) Strategle Intent

Patterns of racial inequality (as well as other forms of sacial Inequality) stubbornly persist
glmost two decades after the demise of apartheld. There is also a huge disparity in income
distribution between socist groupings. Transnet will therefore act as a responsible corporate
citizen In the context of lts B-BBEE endeavours, by utilising varlous strategies to promote
empowarmant more vigorously, Such strategles must be applied subject to the discipline of
our constitutional framework to ensure that the overall objectives of a non-racial and non-
sexigt society are achieved, Transnet will aiso apply these strategies in a manner as to
eénsure that the constitutionsl principles of fairness, equity, transparency, competitiveness
and cost-sffectivenass are not materially undermined,

The stratagles referred to above Include (but are not limited to) the following:

» aliocating either 10 or 20 preference points in accordance with the PPPEA based on
the B-BBEE status of an enterprise in terms of its valid B-BBEE scorecard;

¢ requesting an enterprise to commit to Improving or sustaining its B-BBEE
performance over the contract period In the following areas: ownership,
managemant control, employment equity, preferential procurement and enterprise
developmant (This will be referred to as a B-BBEE Improvement Plan);

¢ encouraging bidders to form Joint Ventures {JVs) with black owned entitles,
alternstively to sub contract 2 minimum percentage of the contract to black owned
companies;

¢ stipulating that an Enterprise will not be awarded points for its B-BBEE status levei If
it has Indicated In Its Bid response that It Intends sub-contracting more than 25% of
the value of the contract to any other Enterprise that does not qualify for at least the
points that such a Bidder qualifies for, unless the Intended subcontractor Is an EME
that has the capabllity and ability to execute the sub-contract;

o stipulating that an Enterprise who has been awarded a contract may not sub-
contract more than 25% of the value of the contract to any other Enterprise that
does not havs en equal or higher BBBEE status level than the Enterprise concerned,
unless the contract is subcontracted to an EME that has the capability and ability to
exacute tha sub-contract;

Page 23 of 22 ‘ﬂ
[



SC-119

FOR INTERNAL USE ONLY PROCUREMENT PROCEDURES MANUAL

» stipulating that an Enterprise awarded 2 contract in relation to & designated sector,

may not subcontract in such a manner that the local production and content of the
overall vaiue of the contract is reduced to below the stipuiated minimum thresheid,

¢ Requiring winning bidders to take steps to ensure:

* management and dally operational involvement by Black professionals and
managers as prescribed in the different sector charters;

s skills transfer and training; and
* employment creation and employment equity.

The underlying objective of the Preferential Procurement methedology Is to create an
enabling environment for B-BBEE Enterprises to access ovsilable procurement
opportunities within Transnet and to add value to the supply chein. B-BBEE Enterprises
will therefore be engaged as:

principal contractors;

{oint venture partners;

professionat service providers;

subcontractors, suppliers and/or manufacturers,

b) Scope and applicabllity

() Transnet’s approach to Preferentlal Procurement applies to all purchases of
Goods and Services and will apply to all QSEs, EMEs as well as to large
enterprises,

(1)  The approach shall apply to and impact on all levels (Rand value) and types
of Bids. It will aiso apply to the acquisition or granting of any right for and on
behaif of Transnet. The objective is to design Innovativa ways to promote
Black Economic Empowerment, This will be desit with in tarms of the
legislation and policies applicable to that area of Transnet's operation.

(I  Bid documents must specifically state that B-BBEE preference In terms of the
DTI Codes of Good Practice and/or other relevant Charters will apply.

¢) Objectives

()] Transnet encourages and will recognise all Improvement in current and
future supplier ratings.

{in Transnet will encourage value-adding joint ventures with B-BBEE
Enterprises. Bidders may develop joint ventures in order to comply with
Transnet's B-BBEE requirements, The following documents shall form part of
thelr submisslon:

s ownership documents showing the status of the partners to the joint
venture;

¢ Joint Venture Agreement;
« Joint Venture Declaration Form; and
» any other documents as may be required by Transnet,

()  Transnet accepts that bidders often create JVs for & specific projact, on the
basls that the JV will only be formalised if thay are successful In winning the
business and a contract is ewarded to them. This Is known a8 an
unincorporated IV, A IV will qualify for polnts as an unincorporated entity
provided that the entity submits thelr consolidated B-BBEE scorecard as If
they were a group structure and that such & consolideted scorecard Is
prepared for every separate tender, Tha Bidders must also submit a Joint
Venture Agreement for the unincorporsted JV,

Chapter 4: Applicable Leglsiation and Policles Poge 24 of 231 -
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d) Preferential procurement targets and reporting

()  To promote preference In the procurement of Goods and Services, targets
will be set by the B-BBEE Forum and Implemented by all the QDs.

()  The overriding principle in the setting of such targets Is that a sectoral
approach wilt be adopted. Thus for sectors where there Is a high probability
of finding B-BBEE Enterprises or where there is a need to accelerate
transformation, the target may be set higher,

Transnet’s approach to preferential procurement Is deait with In more detail in
Chapter 10,

4,3.3 Suppller Development ~ Strategic Intent

&) Background

Government economic development policles such as the New Growth Path (NGP)
and IPAP II have incressed the focus on how procurement at SOCs such as
Transnet cen be leveraged to achleve the national goals of reducing
unemployment; ensuring Industrialisation and developing local suppliers.

Transnet strives to provide & competitive Service, while at the same time, creating
opportunities for new entrants to the market and stimulating job creation through
the implementation of Its SD mission,

Transnet’s mission is to transform lts supplier base by engaging In targeted SD or
B-BBEE Initistives to support local capablity and capacity building and
industriatisation whilst providing meaningful opportunities for South Africans with
particular emphasis on:

Black youth;

Biack women;

small businesses;

peopie with disabilities; and/or

tural Integration, upliftment and development.

Leveraging procurement to Influence the development of the local suppller industry
Is key to realising Government’s objectives relating to growth, employment creation
and equality. Achleving SD objectives wiil provide the following key benefits for
Transnat and the broader South African soclety:

» Acceleration of local capabliity and capacity buliding and transformation of
local business by promoting technology transfer, skiiis development and job
creation;

« Focused reglonal development and upliftment of rurai communities;

¢ Increase In Local Content — securlty of supply, reduced cycle times, reduced
&éxposure to foreign currency and reduction of supply chain costs (over time);

o Transformation of suppller dominance from large international or national
monopolies in order to create more opportunities for locally owned andjor
Black owned suppliers; and

» Improved B-BBEE rating for Transnet,

A Transnet SD strategy and SD plan forms the framework within which Transnet
will Implement Its SD Initiatives.

b) Applicabllity

Al transactions Involving SD should be evaluated ageinst the IC® Supplier
Development Matrix, This matrix (Agure [1] below) categorises transactions
according to three principles:

® @ ® = »
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s Value leverage refers to transactions where the financiel scale of the
transaction allows the buyer the oppertunity to negotiate SD.

+ Industrial leverage refers to transactions whereby the nature of the
procurement Is such that the scale and the industrial compiexity of the item
being purchased allow for local supply chain development around & particuler
Induﬂryl

s Strategic Importance to Transnet refers to the extent to which the Goods
to be procured has an Impact on Transnet's core business,

Small
Enterprise

Development

| Figure [1] = IC’ SD Classification Matrix _ |

The IC* Suppller Development Classification Matrix {refer Figure [1] above) assists In
categorising opportunities according to their Industrial leverage, value leverage and
strategic Importance to Transnet.

Once opportunities are identifled it will be possible to identify the tools that shouid be
Implemented to maximise the full supplier devalopment potential from thase
opportunities.

Based on the classification of a specific transaction, there will be certaln SD objectives
that Transnet will strive to meet. These objectives are all aligned to national objectives,
and explained in more detsil In Chapter 12 (Determining 80 Approach and Desired
Outcomes).

4.3.4 Enterprise Development - Strategic Intent
a) Background

Chapter 4! Applicable Legislation and Policles Page 26 of 221 % |
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Enterprise Development (ED) is an element of the B-BBEE scorecard almed at
supporting government soclo-economic Initlatives and has a strong link with
procurement, ED is achieved by ieveraging government procurement and other
government projects e.g, state owned companies procurement programs,

Enterprise development Is defined as a program of developing Small and Medium
anterprises, called beneficiaries, by Investing time, money, and capital In order to
contribute to the development, sustainabliity, financial independence, and operational
Independence of those beneficlaries. Enterprise Development Contributions consist of
initlatives In favour of & beneficlary by a measured entity In these forms l.e. Monetary:
money; Non-Monetary: time and capital; recoverable and non-recoverable,

There are two categorles of beneficlaries e,

o Category A: Exempted Micro-Enterprises or Qualifying Small Enterprises which
&re 50% biack owned or black woman owned.

o (ategory B: Any other entities that are 50% black owned or black woman
owned, or 25% black owned or black woman owned with a B-BBEE Status of
between Level One and Level Six.

When Implementing Enterprise Development Transnet will achieve the following
objectives:

s Enable or accelerate the development of a beneficlary;
o Achleve beneficiary sustainabiiity;

v Achieve beneficlary financial Independence; and

+ Achieve beneficlary operational Independence.

Transnet’s ED approach will address both financial and non-financial ED Initiatives
which provide ED beneficiarles with, Inter alia, support as listed below:

¢  Mentorship support

- Business Development
- Tendering skills support
= Technical support

- Business compliance

s Capacity Bullding

- Butlding and finance (Shorter payment terms)
On site mentoring
= Learnarship through Transnet School of Academy

b) Applicability

Unless a particuler Enterprise Development initiative involves the procurement of goods
or services, Enterprise Development Initiatives fall outside the ambit of the PPM.

Ehaptar 4; Applicable Legislation and Policies Page 27 of 221
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CHAPTER § : CODE OF ETHICS

. ﬁﬁ L
cidb

This Chapter Is applicable In totality to construction procurement and general procurement

activitles, Please refer to paragraph 5.4. regarding the difference between bidders’ prior

involvement in general procurement and construction procurement.

5.1 SUPPLY CHAIN CODE OF ETHICS

5.1.1 Transnet's Code of Ethics sets ethical standards for business practice and individual
business conduct, It assists alf Transnet stakehoiders with their ethical deiiberations
and decislons, The objective of the Code of Ethics as It relates spaecifically to the
Supply Chaln environment Is to set the standard by which all Transnet Beard
members and employees (including empioyees employed on fixed term contracts
and temporary employees) are expected to act when engaging In any supply chain
related activities, This will earn Transnet the reputation of being:

a) transparent and fair In all dealings and disclosures;

b)  politically unblased;

c) committed to providing Quality Goods and Services;

d) committed to transformation and empowerment;

e) proud of its integrity and credibility;

f)  consistent in honouring its soclal, legal and moral obllgations;
g) responsible and accountable; and

h) reliable and aware of the need to foster loyalty and long enduring
relationships with afl its stakehoiders.

5.1.2 All Transnet employees should uphold the following key values:

a)  act with Integrity and professionalism at all times;

b)  be honest;

c)  be committed and dedicated to high Quality performance;

d)  be customer orientated;

e) respect and maintain the confidentiality of sensitive Information gained
through assoclation with Transnet;

f)  malintain accurate, honest and complete records In appropriate detall;

g)  protect Transnet's assets;

h) treat all suppliers with respect and dignity and foster a productive
environment free of harassment, Intimidation and discrimination;

{}  refrain from using a position of authority and / or faclliles provided by
Transnet to further thelr own Interests or that of friends and relatives;

j)  desist from allowing personal Interests to Influence business decisions or
tasks and disclose any actual or potential conflict of interest;

k)  honour the content and spirit of all business transactions and not abuse
Transnet’s name; and

)  maintain an attitude of zero tolerance toward any form of bribery, corruption
and Inducements,

5.1.3 While considering the advantages of maintaining a continuing relationship with a
supplier, Transnet ISCM must avold any arrangement which In the long term might
compromise falr competition or prevent Transnet from achleving optimal velue.

Chapter 5: Code of Ethics Page 18 of 221
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5.14 No sale to or purchase from a Transhet employee Is permitted under any
circumstances. This excludes sales by auction or such other excaptions as may be
authorised by management from time to tme,

5.1.5 Former employees of Transnet shall not be restricted from doing business with
Transnet uniess they have been restricted from doing so In terms of paragraph
5.1.6 befow, Due diligence should be exerclised by evaluation teams to determine
whether any undue Influence/unfair advantage could have been possibie between
any Transnet employees and the former employee, This should be brought to the
AC's attention, and should be stated cleatly in submissions to the AC or to the
delegated Manager for transactions falling below the AC's jurlsdiction,

5:1,6 Former employees of Transnet who were dismissed following disciplinary action or
who hed resigned to clrcumvent disciplinary action following charges relating to
dishonesty (e.g. bribery, corruption, theft, etc.) shall be formally exciuded from
future business deslings with Transnet, They will be blackilsted for a specific perlod
and thelr names shall appear on Transnet's List of Excluded Bidders (see Chapter
23 on Blacklisting).

5.2 CONFIDENTIAL INFORMATION AND TRADE SECRETS

52,1 Employees have access to information related to Transnet's business strategies and
contractual relationships with third parties. This Information must be regarded as
trade secrets, It Includes intefiectual property, know-how, processes, techniques,
technical detall, methods of operating, cost and source of material, pricing and
purchasing policies, systems design and development information. It also includes
the contractusl and financial arrangements between Transnet and its customers
and suppilers, In this regard, all employees have a duty of trust and confidence and
a duty to act at all times In the best interests of Transnet, The disclosure of trade
secrets or any other confidential information could cause serlous damage to
Transnet, and possibly clslms of damages for breach of contract against Transnet.

522 No employee may discuss or disclose prices which have been quoted or charged to
Transnet,

52.3 Noamployee may disclose information which would, or could be percelved to place
& Bidder In & better position than its competitors, or which would put Transnet at a
disadvantage against Bidders or suppllers.

5.2.4 Where it Is necessary to disclose confidential information to potential suppliers In
order to solicit Bids, Non-Disclosure Agreements (*NDAs") must form part of the bid
documentation. The NDAs must be signed by all Bidders,

53 INTELLECTUAL PROPERTY RIGHTS OF SUPPLIERS/TRANSNET

53.1 Transnet will acknowledge and respect suppliers’ Intellectual property (IP) ri