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MEM-001

STATEMENT

I, the undersigned,

MATHANE EVELINE MAKGATHO

do hereby state that:

1. | have been requested by the Commission of Inquiry into State Capture to provide a
statement in respect of my role and experience at Transnet during my tenure as

Transnet Group Treasurer.

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

knowledge, unless the context provides otherwise.

Introduction

3. | have completed and obtained the following degrees:
3.1. BCom, majoring in Economics, Accounting and Business Economic;
3.2. BCom Hons in Economics; and
3.3. Masters in Development Finance.

4, | have also successfully completed the following courses relevant to my position as

Group Treasurer:

4.1. Global Executive Development Programme 2014 — GIBS, University of Pretoria;
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4.2.  Financial Engineering - Covering: Term structure of interest rates, Option pricing,
Swaps, Forwards and futures, Black-Scholes formula, Volatility, Dynamic
Portfolio Management and Risk management - University of California, Berkeley,

CA (2001),

4.3.  Macroeconomics Policy Management - Harvard University, Boston (1996); and
4.4.  Economic Policy Formulation - Clingendael Institute, The Hague, (1994).

Before joining Transnet, | was employed by National Treasury during the period January
1998 to June 2003 as a Deputy Director International Finance and later promoted to be
a Director responsible for Market Risk. Thereafter | was self-employed from July 2003
to October 2007 as a consultant specializing in the field of economics and treasury
advisory. | joined Transnet as the Head of Structured Finance on the 1 November 2007
and was promoted to the position of Group Treasurer from 1 March 2013. | resigned

from Transnet on 30 November 2014.

Treasury - Role, Structure, Capacity and Capabilities
Below | briefly summarise the role, structure, capacity and capabilities of Transnet Group

Treasury (Treasury) as it was when | held the position of Group Treasurer.

6.1. The role of Treasury is to ensure that Transnet Group, which includes all its
divisions (Transnet Freight Rail, Transnet Rail Engineering, Transnet Pipelines,
Transnet Port Authority, Transnet Port Terminals, Transnet Properties and other
smaller divisions) have enough cash to meet all its operational and capital
requirements. This is achieved by ensuring that funding is sourced cost

effectively within Board approved risk parameters and without breaching key

financial ratios.

6.1.1. The key financial ratios are the cash interest cover ratio (which was

targeted to be at least three times) and gearing ratio (which was set at a
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maximum of 50 percent). For prudency sake, the internal gearing ratio
target was set at 47 percent to allow for head room of between 47 percent
and 50 percent. This is to allow the Company to take proactive steps in

case gearing edges higher than 47 percent.
The following are, amongst others, key outputs of the Treasury Department:
6.2.1. Develop funding strategy and plan for the Group;

6.2.2. Manage interest rate, foreign exchange rate, commodity and all credit

related risks;

6.2.3. Manage liquidity risk by ensuring an appropriate cash buffer and

committed lines of credit are maintained;
6.2.4. Reduce the weighted average cost of debt;

6.2.5. Lead, manage and maintain relationship with the credit rating agencies

ienders, banks and investors;
6.2.6. Lead and manage relationship with relevant regulators;

6.2.7. Compliance and Governance which dealt with the overall governance as
per the Board approved Financial Risk Management Framework and
Delegations of Authority. This also included all Treasury relevant

compliance matters as per the approved Compliance framework;

6.2.8. Treasury accounting which included Financial Accounting, Management

Accounting and hedge accounting; and

6.2.9. Treasury financial controls and ensuring that the Critical Financial

Reporting Controls are effective and adequately covers the Treasury

W,
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6.3. Treasury was organized into four departments as depicted in the attached

organogram, Annexure MM1:

6.3.1. Front Office — Transaction Banking, Dealing (Bonds, FX, Money Market,
Interest Rate Swaps and Cross Currency Swaps), Cash Management;

Debt Management and Credit Rating Management;

6.3.2. Treasury Operations — Financial Accounting, Management Accounting,

Exchange Control and Settiements;
6.3.3. Financial Risk Management and Compliance; and

6.3.4. Structured Finance — General Corporate and Project Specific Funding.
All term funding was the responsibility of this section. This includes
domestic and international bonds, development finance, export credit
agency supported loans, loans, asset backed finance and project specific

funding.

The Treasury team had a complement of about 40 staff members {i.e. 32 professionals
supported by 8 administrative staff). The professional staff in Treasury had multi-
disciplinary skills, competencies and experience. This inciluded mathematicians,
accountants, investment bankers, commercial lawyers, traders, financiers and
economists, who were all highly experienced with an average 10-30 years of experience

in their respective fields.

The two ratios mentioned in sub-paragraph 6.1 above, were important for Transnet’s
credit rating as assessed by the credit rating agencies. It was a critical part of the
activities of Treasury to ensure that Transnet remains a solid investment grade rated
entity since this would ensure that Transnet can secure funds cost effectively and be
able to have access to short term general banking facilities, access to the capital markets

and access to derivatives credit lines.
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Broad Historic Context

When | joined Transnet in November 2007, the company was in the final stages of

implementing the Four Point Turnaround strategy which saw Transnet Group change

from a diverse company to a focused freight and logistics company. This included
restructuring of the balance sheet with improvements in gearing from a peak of 83
percent in 2003 to 39 percent in 2007. The cash interest cover ratio also recorded a

healthy improvement to 7 times cover.

The healthy state of the balance sheet allowed the Board and Executive to embark on
an intense capital expenditure program to address backlog in maintenance of assets
and to expand the capital base to enable economic growth and lower the costs of doing
business in South Africa. This was to be done by creating infrastructure capacity in the
Rail, Ports and Pipelines sectors ahead of demand to ensure that customers will be able

to respond to favourable interational and domestic trade conditions, should a need

arise,

In 2007/2008 Transnet, the Capital Expenditure (CAPEX) stood at R78.9 biilion which
was up from R65 billion the previous financial year. My understanding was that though
the CAPEX stood at R78,9 billion, the actual need was much more than that and it was
expected to significantly increase in the years to come. In addition to the expected
increase in CAPEX, it was also assumed that some of the financing will have to be

sourced externally to augment cash generated by the operations.

At that point, | believe that a decision was taken to augment the Transnet Group
Treasury by adding an additional section that will solely focus on Structured Finance. |

was then appointed as Head of Structured Finance which was a new role.

In the months following my appointment as Head of Structured Finance, | capacitated

my area by appointing 2 professionals and later on added 2 additional resources.

\%
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In addition, more professionals were appointed to the Treasury team, including
professionals in Treasury Operations to handle complex financial accounting matters, a

Forex Trader and additicnal Cash and Debt Management professionals.

Processes were also improved and enhanced in Compliance, Governance, Financial
Risk Management and Operational Risk. Cash management and cash forecasting

capabilities from both a system and a process perspective also improved

Around 2013, the Asset and Liability Management Committee (ALCO) was set up to
deal strictly with Treasury matters as Finance Committee (FINCO) couid not adequately
deal with Treasury matters. ALCO was a key Treasury Governance Structure that was

critical in both strategy and day to day operations.

in anticipation to increased funding requirement and in pursuance of the Funding

Strategy, the following was inter alia done:

17.1.  Launch of the R30 billion Domestic Medium Term Note Program (DMTN) listed
at the Johannesburg Stock Exchange (JSE) which was later upsized to

R55 billion;
17.2.  Nurturing relationship with domestic banks and domestic investors;

17.3. Launch of the USD2 billion Global Medium Term Note Program (GMTN) listed at

United Kingdom Listing Agency (UKLA) which was later upsized to USD 6 billion

17.4. Establishing and nurturing of relationship with international investment banks
and international investors in North America, the UK, Europe, the Middle East

and the Far East;

17.5. Pro-actively engaging with global Export Credit Agencies (ECA’s);
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17.6. Pro-active engagement with International Development Finance Institutions

(DFT's);

17.7. Enhanced the Financial Risk Management Framework (FRM) (Annexure

MM24);

17.8. Standardized leans and bonds covenants that are included in the loan

agreements and bond programme;
17.9. Developed guidelines to deal with Supplier Agreements; and

17.10. Changed and standardized the format of acceptable performance

bondsfadvance payment guarantees and Parent Company guarantees.

Because of the proactive engagement with the banks and the lenders, we had at any

point in time, about seven funding options available to us.

In parallel, processes and guidelines were developed to ensure that supplier contracts
and all related contracts are structured to mitigate all financial risks to the extent possible
and to ensure that they are structured to allow for usage of all funding options. The
contract has to be able to support any mode of funding. The guidelines covered supplier

contracting risk management and financial risk management as per Annexure MM2.

The guidelines for supplier contract risk management are to ensure that all possible risks
emanating from mega projects are managed at contracting stage. The following

requirements were infer alia embedded in contract negotiations as from 2008:

20.1. Fixed ZAR Pricing — where possible contract in ZAR to eliminate currency risk

but the pricing has to be compared with what is available in the market to ensure

fair pricing.
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20.2. Bankable Payment Schedule — most funding instruments like ECA backed, DFI's
and bank loans provides for the ability to match drawdowns under the loan with
the payment schedule of the supplier contract. For this to work properly,

milestone payments should be negotiated to require payment only once a month.

20.3. Parent Company Guarantee - to cover for instances where a contracted party is
a subsidiary or an affiliate of an overseas company that has the know-how and
Intellectual Property (IP) for the goods being procured that the know-how and IP
can still be accessible and that they will make good if the local subsidiary does

not perform as expected.

20.4. Advance payment guarantee — to cover the advance payment that is required
within a few days/weeks of contract signature as well as different milestone
payment that are paid to the supplier before delivery of goods. This is to cover
Transnet in case the supplier does not fulfil its obligations as per the signed
commercial contract. Transnet will have a recourse to claim back payments

made in advance of deliveries.

20.5. Performance and warranty bonds — if delivered goods do not meet expectations
as per specifications and the supplier does not remedy the defect as per the
dispute resolution mechanism in the contract, then Transnet will have recourse

and claim under the bond.

The Market Demand Strategy (MDS) and R300 Billion CAPEX Plan

After the successful implementation of the Four Point Turnaround strategy, Transnet
developed a Growth Strategy which was later renamed the Quantum Leap Strategy
(QLS) in February 2010. However, as a resuit of insufficient rail capacity constraining
economic growth in the RSA, particularly in respect of the demand for transportation of
mining products, Transnet adopted the MDS, which replaced the QLS with effect from

1 April 2012. The MDS is supposed to provide for capacity ahead of demand in rail, port
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and pipeline infrastructure and assist in lowering the cost of doing business in South
Africa. It is therefore important of all parts of the logistics supply chain to work well and

in sync from “pit to port’.
Funding Plan and Strategy

To support the CAPEX plan, a robust, structured and well-articulated funding strategy is
developed annually as part of the Corporate Plan. The overall objective of the funding
plan is to ensure that the Company has enough liquidity to meet its requirements, without
breaching the key financial ratios as agreed with the Shareholder in the Shareholder

Compact, and to maintain Transnet’s investment grade credit rating.

The funding plan is intended to support the objectives of the MDS by focusing on: (i)
diversifying funding sources (including both investor base and jurisdiction); ii) exploring
innovative funding solutions to fund projects; (iii) providing sufficient liquidity ahead of
demand; (iv) providing appropriate cost effective funding on time; and (v) managing

financial risks (primarily foreign exchange, interest rate and commodity risks).

In terms of the MDS, Transnet will fund over two thirds of its CAPEX plan through
internally generated funds with the remainder funded externally. The funding strategy
outlines the way Transnet will be funded given that Transnet raises borrowing in the debt

capital markets based on the strength of its financial position.

Role of Treasury in the Acquisition of the 1064 Locomotives

Tender Stage

As indicated in paragraphs 19-20 above, in respect of Supplier Contracts Risk
Management, Treasury is a key stakeholder in all projects. All key tenders are reviewed

by Treasury before they are advertised. Treasury is part of the team that evaluates the
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financial proposals and also part of the negotiation team once the preferred bidder is

selected.

The draft tender documents for the 1064 Locomotives were sent to Treasury for review,
input and sign off before they could be advertised. The draft tender documents were
normally sent to Danie Smit in his capacity as the Deputy Treasurer responsible for
Financial Risk Management and Compliance and me. This was to ensure that all
financial risk management and matters relevant to financing are covered in the tender
documents. These included foreign exchange pricing guidelines, bonding requirements

and ECA funding language as mega projects have a large part of imported component.

Once, the tender documents were finalized and advertised, Treasury had no further role

to play during the open tender stage.

After the bids have been received and the tender had closed, a cross functional team
was assembied to evaluate the received bids. Group Treasury was represented by
Danie Smit and Tsietsi Tlaletsi who was a Senior Manager responsible for Debt

Management. This process took place between October 2013 and December 2013.

In the initial stages of tender evaluation, a technical evaluation and a financial evaluation
was done with the outcome of the evaluations being the four preferred bidders. The

shortlisted bidders were:

29.1.  General Electric (GE},

29.2. Bombardier;

29.3.  China South Rail (CSRY); and

29.4.  China North Rail (CNR).
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Sometime during January 2014 when it was clear that the above four companies were
the preferred bidders, the data room was setup at the Transnet Freight Rail (TFR) offices
in Parktown. As per my normal responsibilities, | needed to review the financing part of
the tender documents. This was important for me to understand what the suppliers had
proposed and also to assess whether their funding proposals were over and above what
we had already started exploring within Treasury. It was also important for me to be able

to lead the team on financing and cash related matters.

A bidder’s financing document would normally include a letter of support from their home
country's ECA, indicating support and possible commercial and political insurance
cover. In addition, some might also include a high-level term sheet with amount of

funding available for the transaction, commercial and other terms and conditions.

It goes without saying, that by going to the data room, | would merely be discharging my

executive responsibilities which is to be expected.

When | arrived at the data room for the first time, | was told that Anoj Singh, had given
instructions that | should not be allowed into the data room. This came as a surprise to
me, as reviewing such documents was part of my responsibilities. | wondered why he
would give an instruction that | should not be allowed into the data room. | concluded
that, there might be information contained in the bidders’ documents that he felt | should
not see. By now, | had firmly established myself as a no-nonsense lady and could only

assume that it is because he knew that | do not subscribe to any conduct that is not

ethical.

I ignored the information and proceeded as per normal. | spent the whole week at the
data room and reviewed the financial files for each of the four preferred bidders. Indeed,
two or three of bidders had something similar in their BEE party’s disclosure. There is
one name which | cannot remember which appeared in more than one bidder's

documents. When | saw this similarity, | was on that day with Gary Pita (GM responsible
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for Group Supply Chain) in the data room. | whispered to him and said; “Hey Gary, did
you see? The beneficiaries are the same for most of these contracts.” We both sighed
and continued quietly with our work. At that time, | was not aware that Gary Pita was

one of Anoj Singh’s enablers.

The financing proposals from the bidders were aligned to the planned activities and in
some instances to the funding initiatives that were aiready ongoing and done
independently of the bidding process in line with the Board approved Funding Strategy

of sourcing funds ahead of demand.

This was the case for Bombardier and GE as we had already started discussions with
Export Development Canada (EDC) and Export Import Bank of the United states (US
Exim). In the case of GE, we already had an approved cost-effective funding structure
that we used for the 100 locomotives and therefore a similar structure was anticipated

for the new locomotives.

After spending a week at TFR reviewing the tender documents, | reported back to Anoj
Singh and he did not indicate what | was told on my first day that | was not allowed in
the data room. He seemed satisfied with the report that | gave him about spending time
at TFR, reviewing the preferred bidders’ tender documents. | was not surprised that he

pretended as if he did not give negative instructions about me in this regard.
Contract Negotiation Stage

After the preferred bidders are selected, normal practice was to again assemble a multij-
disciplinary team for supplier contract negotiations. It is normal practice for Group
Treasury to be involved in supplier contract negotiation and to lead financing discussions
given the potential impact on cash required. | expected the same to apply in this case,

that | will lead the financing and financial risk management discussions.

A\
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Contract negotiations were held at Webber Wentzel offices and members of the cross
functional teams attended those sessions daily. This included colleagues from Transnet
Engineering, TFR and Transnet Group. The Transnet finance team members were

Yousuf Laher, Zunaid Vallay, Mohammed Moola; Thabo Seape and Danie Smit.
Regiments was also part of the contract negotiation team represented by Eric Wood.

Under normal circumstances, in my capacity as Group Treasurer and the Head of
Structured Finance (one of the Deputy Treasurers) | would have been part of the team.

Instead, Anoj Singh chose Danie Smit who is very polite and a peaceable person.

My impression at the time was that Anoj Singh deliberately chose the finance team that
will be submissive to do exactly as he tells them to do. | believe that it was his strategy
to surround himself with people who would not be comfortable to, or have power to
disagree with him. He would rather deal with subordinates a few levels below himself

than his direct reports or his peers.

It is important to note that Regiments Capital only became part of the McKinsey
Consortium after the Nedbank Consortium was removed from the McKinsey Consortium
(see Annexure MM3). Anoj Singh informed me that Nedbank had a conflict of interest
and he will discuss it with them and recommend that they be replaced with Regiments
Capital. | believe that discussions and agreement were held with Nedbank and its

partners as Regiments replaced them (see Annexure MM4).

At the time, it was not clear what Regiment’s role was supposed to be. In my view the
internal Treasury team was more than competent and experienced to deal with this type
of transactions. | further hold the view that Regiments lacked this experience and

accordingly, their services were not required on this transaction.

After the daily negotiations with the bidders, the financial team would congregate at

Regiments offices to wrap up events of the day. | attended the negotiations and wrap up
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meetings a few times, but got a feeling that | was not wanted in these meetings with the
bidders. Instead of the financing stream being led by me as the Group Treasurer or my

delegate, Anoj Singh together with Eric Wood led this process.

Anoj Singh and | had many meetings regarding the role of Regiments, their appointment
and the need for them to be part of the negotiating and transacting team. He insisted
that they were helping him and not me. We had many intense arguments and he
accused me of refusing assistance from “experienced” professionals. In turn, |
challenged him for using external resources when it was not necessary because the
Treasury Team had all the necessary experience and understood Transnet processes
and procedures, particularly the covenants in the financial agreements already executed
by Transnet. | attach hereto Annexures MM5 and MM®6 as evidence where | sought

clarity from Anoj Singh and Brian Molefe regarding the respective roles of Regiments

and Group Treasury.

As Eric Wood and Anoj Singh had put a tight hold on the discussions with no room for
me, it became apparent to me that | was not wanted and instead they preferred my

Deputy Danie Smit to waik the road with them.

They even held meetings without inviting me, where | believe they were discussing
financial structuring, contract cash flows, financial risk management and financing
options. All of these are the responsibilities of the Group Treasurer and it continued to
surprise and annoy me that Anoj Singh will choose to discuss such critical company

matters with outsiders and exclude his own team.

In one specific instance a colleague, who | will not mention, provided me with a copy of
a page of Anoj Singh’s diary, wherein he was supposed to discuss a hedging structure
with Goldman Sachs and instructed his office not to invite any Treasury member, but he
gave instructions that Eric Wood of Regiments, Vikas Sagar of McKinsey and Gary Pita

\©
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who was the GM Supply Chain be invited. The copy of Anoj Singh's 13 August 2014

diary, with his handwritten notes is attached as Annexure MM?7.

This proved to me that indeed Anoj Singh did not want Group Treasury to participate in
Treasury matters, but instead trusted the three gentliemen mentioned in paragraph 49
above. | found this very strange and highly suspicious and wondered what the motive
was behind all of this. | could not understand why Anoj Singh would expose the

Company to so much risk.
Given the fact that | felt not wanted, | decided to focus on other critical Treasury matters.

At the beginning of January and February 2014, we were working on the assumption
that the deposit required for the four contracts is projected to be around R48 billion. This
was based on the estimated contract value for the 1224 locomotives (1064+100+60),
which equated to 10 percent of the estimated contract values, as reflected in the
attached Annexure MM8 with Ancj Singh’s handwritten notes and initials, dated 20

February 2014.

The deposit required was reflected in our daily, weekly and monthly cash flow

projections as per Annexure MM9, dated 18 February 2014.

Around March 2014 we were informed that the deposit required is no longer R4,8 billion
but R7,9 billion, excluding VAT, which translated to about R8,4 billion including VAT.
This was a result of the contract value bailooning to R63,4 billion for the 1064+100+60

locomotives, which happened as a result of the contract negotiations.
Contract Signing Stage

Under normal circumstances, once the negotiation team has completed its work and the

contract is in final draft form, it will then be circulated to key departments for sign off.

W
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As per normal, Danie Smit showed me the final draft and politely asked if | was
comfortable to sign off the contract to give it “"Green light’ from Group Treasury’s
perspective. | responded by saying that | cannot sign off a contract that | was not party

to during negotiations and suggested that Anoj Singh sign it off.

| believe that the sign offs were received from all key divisions as the contract was signed
on 17 March 2014. As | was not comfortable with the process from a Treasury view, |
decided not to attend the signing ceremony. | also knew that the media and
photographers were invited and did not want my picture to appear in any of the media

reports.
Post Contract Signing Stage

Once the contracts have been signed, Group Treasury was provided with the project
cashflows to ensure that funds are made available for each payment milestone. The
following table is the payment schedule as at 17 March 2014. The initial payment of R8,4
billion was made around 31 March 2014, covering all 1224 (1064+100+60) locomotives,

as reflected in the table below:

1064L0COS __ 100LOCOSCSR GOLOCOSGE __ TOTAL | TOTALINCVAT
31-Mar-14 4824230378 1320000000 1226259154| 7370489532| 8402358067
3L-Mar-15 5296202801 1596760000  155910092| 7048912893| 8035760698
31-Mar-16 5996892523 1351240000  369629545| 7717762068| 8798248758
31-Mar-17 16925184 794 132 000 000 17057184 794| 19445 190665
31-Mar-18 15427 598 883 15427598883| 17587462727
31-Mar-19 1077075031 1077075031 1227865535

[ _a9sa722a410] a400000000] 1751798 792] 55695023202 63496886 450

The deposit paid for 1064 locomotives was 9,74 percent of the contract value, 30 percent
for 100 CSR locomotives and 70 percent for 60 GE locomotives. Normal practice is to

pay around 10 percent of contract value as deposit and do not know the rationale behind
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paying CSR 30 percent for the additional 100 locomotives and 70 percent for GE's

additional 60 locomotives. This was out of line with normal practice.

Unsolicited Proposals from Regiments
In this section, | deal with three unsolicited proposals that Regiments submitted to me
during 2013 and 2014. | had serious concerns about these proposals which | raised with

Anoj Singh and Brian Molefe.
Proposal for Advisory Services on the 1064 Transaction

Beginning of January 2014, which is around the same time that the contracts were being
negotiated, after they replaced Nedbank, Regiments presented an unsolicited proposal
to me to act as advisors on the 1064 locomotives, dated 9 January 2014 and attached

hereto as Annexure MM10.

| had a meeting with Niven Pillay who was a Director at Regiments to discuss the
proposal. | then requested him to revise the proposal and link the deliverables with the
proposed timelines and proposed budget. Their proposed fee was a R1 million monthly
retainer and a performance fee equal to 20% of the savings over the interest rate of

Transnet's most recent funding secured, prior to 1 January 2014.

| reported back my discussion with Niven Pillay to Anoj Singh and the fact that |
requested them to revise the proposal and link the deliverables to proposed timelines
and a proposed budget. He responded with annoyance and informed me that | should
not worry about timelines and budgets and that Regiments were not meant to be my
advisors but his advisors, advising him through me. He surprised me as in my opinion,

their proposal was very vague, and | could not establish their proposed value add.

| followed up his statement with an email, attached as Annexure MMS5 requesting clarity
on how | was expected to manage Regiments if | was instructed not to worry about

budget and deliverables. | don't recall him responding to my request for clarification.
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Regiments was subsequently appointed by Anoj Singh as the Transaction Advisors as
they later became heavily involved during the 1064 contract negotiations as discussed
above. [ was not involved in the appointment and decisions around the scope of work,

deliverables, timelines and budget.

| then learnt with disbelief that Regiments was paid R107 766 135 between May 2013
and 31 March 2014 and a further R211 690 670 between 1 April 2014 and 16 July 2014

as per the attached SAP print out for this period, Annexure MM11.

In addition, there were other invoices that were paid to both Regiments and McKinsey
that amounted to R350 million. What further shocked me was that all of these invoices
were for immediate payment and were generally paid within a day which was contrary
to our Cash Management Policy for which Anoj Singh, in his capacity as the GCFO and

Executive Director, was the custodian on all finance related matters.
The R& Billion Proposal

My concerns about Regiments started in 2013. One day in 2013, | cannot remember the
exact date, but | belief it was the third quarter of 2013, | received a call from Masotsha
Mngadi who used to work at Nedbank Capital as a relationship manager with Transnet
being one of the clients that he was responsible for. He asked me if Transnet was looking
for money as Regiments is in the market locking for money on behalf of Transnet. That
came as a shock to myself as discussion with banks relating to borrowings should be
initiated by Treasury and me as the Head of Treasury. His response was that he was
also surprised that Eric Wood of Regiments will be requesting funding on behalf of
Transnet. He told me that he heard from Moss Brickman who worked for Nedbank
Treasury Department and that Moss Brickman, was working with Regiments on this
fund-raising initiative. This discussion happened on either a Thursday or Friday, | cannot

remember the exact dates.
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The practice was that if there is a need for funding for Transnet projects or for general
corporate services, | will make a recommendation to the GCFO and GCE recommending
that we go out on a tender to the domestic and international banks requesting proposals
to fund Transnet. We would then after having considered all the proposals from banks,
choose a suitable institution and/or institutions. In other instances, we received reverse
enquiries from investors and/or banks and if the proposal suited Transnet needs, | will
make a recommendation to either GCFO, GCE or Board as per the Delegation of

Authority.

The mandate to negotiate with banks, rested with the Treasury Department and no one

outside Transnet had authority to engage banks on Transnet's behalf.

The following Monday (after my telephonic discussions with Masotsha Mngadi) was a
day where we had two important committees, FINCO and CAPIC. These were monthly
meetings with FINCO scheduled in the morning from 9:00 to 13:00 and CAPIC in the
afternoon from 14:00 to 17:00. These two committees are sub committees of EXCO that
are responsible for finance and capital expenditure matters. On that day, Anoj Singh
gave me a funding proposal from Regiments, in hard copy, and informed me that it was
a very important matter that Brian Molefe needed executed speedily. He said that |
should excuse myself from attending FINCO and CAPIC and rather spend the day
working on this urgent proposal and draft a memo recommending the proposal for his

signature and approval by Brian Molefe.

The Regiment's proposal was that Regiments will facilitate a 5-year, R5 billion loan
facility that was to be funded by Nedbank. Of interest was the “in between” structure
(similar to a Special Vehicle Structure — but not spelled out in that detail) that served as
a conduit between the lender Nedbank and Transnet. The details of the structure were
not clear, but Transnet would pay interest in terms of the “in between structure” to the

structure which would in turn remit the funds to Nedbank. This was a very unusual

WS
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structure as Transnet deals directly with lenders and pays interest and capital directly

into the lender’s designated account, unless if it is structured transaction.

The proposed facility was priced much higher than normal facilities or similar loan
facilities or domestic bonds. My calculation indicated that Transnet would have to pay
an additional R150 million per annum in interest payments over and above what
Transnet normally pays for similar facilities. This translated into potential losses of R750
million over a five-year period. | shared my analysis with Anoj Singh and indicated that |
do not recommend the proposal given potential excessive costs in interest payments.
He responded saying that it is an instruction from Brian Molefe and that | should quickly

complete the memorandum for approval the same day.

| felt very uncomfortable with the “same day approval” request as we have never rushed
funding initiatives before and definitely not “same day” especially given the potential loss

of R750 million over a five-year period.

I decided to discuss the matter directly with Brian Molefe and went to his office. | told
him that | understand that he expects me to urgently recommend a R5 billion, five- year
loan that Regiments is proposing wherein R150 million would be unnecessarily incurred
per annum accumulating to R750 million over a five-year period with no clear benefits
for Transnet. | was irate at that time that | explicitly told him that should we approve the

structure, we will go to jail for stealing money as we are the custodians of Transnet's

funds.

The structure was overpriced, we had a direct relationship with Nedbank and there was
no need to use a conduit like Regiments to engage with Nedbank. Brian Molefe agreed

with me and said that he will handle the matter. The structure was never implemented.

To the best of my knowledge, Regiments did not have a mandate to talk to the banks on

behalf of Transnet.

we
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Unsolicited Cross Currency Proposal with SARB as Counterparty

In another instance, Regiments represented by Eric Wood came up with a cross
currency proposal that would entail Transnet seeking a request from National Treasury

for the South African Reserve Bank to act as cross currency counterparty.

Market practice is that commercial banks who are authorized dealers, are the ones that

act as counterparties.

The structure shocked me as it had the potential to introduce further volatility to the
already fragile Rand and potentially have a negative impact on the country’s foreign

exchange reserves.

Again, | went to Brian Molefe as | had lost patience with Anoj Singh and Eric Wood. |
explained the proposed structure to Brian Molefe and the fact that we are expected to
make a presentation to National Treasury requesting approval to have the SARB as a
cross currency counterparty. | reminded him of the days when South Africa had a large
net open forward position because of the forward book that had accumulated over time.
I reminded him again how the net open forward position (NOFP) contributed to the
Rand's vulnerability in the late 1990s and early 2000s and the fact that the country’s
foreign exchange reserves could not grow. A decision was taken in the late 1990's or
early 2000’s by National Treasury and SARB to eliminate the forward book and focus

on building the country’s foreign exchange reserves and improve the country’s external

vulnerability.

I told Brain Molefe that it would not be proper for me and him knowing the details of the
NOFP and the challenges that it caused the country, to be the ones that go back to
National Treasury, effectively requesting a resurfacing of the forward book. | even said
that, it might be simple for Anoj Singh and Eric Wood to propose the structure, because

they don't have the information that some of us have. In fact, | believed that our former

Ve
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colleagues at the National Treasury and Reserve Bank will be shocked if we were to

propose the structure to them.

Brian Molefe quickly responded and assured me that he will discuss the matter with Anoj
Singh, and he will personally deal with the matter. He agreed with me that the structure

should not be supported.

The structure was indeed never proposed to National Treasury. At that point in time, |
still trusted Brian Molefe but questioned the fact that he was aliowing Anoj Singh to do
as he wishes, and he was in fact giving Anoj Singh more powers by increasing his scope
of work. In this case, Anoj Singh’s area of responsibiiity was extended to include Group
Capital which was the overseer of the group’s Capital expenditure plan. He was
effectively in control of the Company’s procurement function, capital investment,
reporting, accounting as well as treasury functions. | felt that too much power was

concentrated on one individual and exposed the Company to undue risk.

I highlighted this concentration of power and potential dangers to Brian Molefe. He

casually responded that he will manage Anoj Singh.

McKinsey and Co

Soon after | was appointed Group Treasurer, | believe it was between April and May
2013, Anoj Singh infroduced me to Vikas Sagar of McKinsey. Anoj Singh suggested that
| should have fortnightly meetings with him so that he can provide expert advice as and

when | needed it.

Around that time, Citi Bank proposed a credit rating management methodology which
was aligned to our thinking of pro-active stakeholder management and engagement. |
shared this with Anoj Singh. Then suddenly, McKinsey came up with a credit rating

management methodology proposal. The fee proposal was R1,1 million per week

W
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(written) for a period of 14 weeks which added up to R15,4 million, excluding VAT, for a

credit rating review assignment. | attached hereto the proposal as Annexure MM12.

Vikas Sagar said this was a very good price and a highly discounted price as | am knowr
to be a tough negotiator. He further said that, if the proposal was made to Anoj Singh

directly, the costing would have been much higher.

| told Anoj Singh we could do this on our own and did not need McKinsey’s intervention.
We then did our own credit rating model which was spot on as the outcome was aligned
to Standard and Poor’s rating. We even shared the results with the Transnet Executive
Committee and Board and used it as a tool to direct strategic interventions around

matters that are within Transnet’s control.

Anoj Singh was not happy with this as he felt that | consistently refused his offers to use
external consultants. | expected him to be happy and commend our good work as we
saved the company approximately R15 million in this one instance. Instead, he expected
me to blindly follow him and have the company incur costs on an assignment that the

internal team had the capacity to do.

Cooperation Agreement with China Development Bank (March 2013)
Sometime towards the end of February 2013, | received a call from the GCE’s office to
join a meeting with the Chinese delegation from China Development Bank (CDB). The

Transnet team was led by Brian Molefe and the following colleagues were also present:
91.1. Siyabonga Gama — CEO of TRF;
91.2. Richard Vallihu - CEO of TE and some of his team members; and

91.3. Angj Singh.

91.4. The Department of International Relations was part of the meeting and
represented by the DG, Ambassador Jerry Matjila. ]e
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The Chinese delegation presented a draft Tripartite Cooperation agreement between
Transnet, CSR and CDB which they wanted to be discussed at the meeting (see
Annexure MM13). It expressed CSR and CDB'’s interest in assisting Transnet fo
execute the MDS and financing some of the projects and included the procurement of
goods and services. They expected Brian Molefe to respond to the draft Tripartite
agreement during the meeting. He politely responded that as we have not yet reviewed

the document, Transnet was not able to respond to what was contained in the draft

document.

It came to my attention that Transnet and CSR already had agreed to cooperate to
identify specific areas of cooperation in the rail business as per Annexure MM14
wherein Brian Molefe confirmed the Rail Working Committee. As a follow up to that, the
Transnet Rail Working Committee identified areas of cooperation after having

considered future business requirements of both TFR and TE as per Annexure MM15.

He proposed that a working committee be set up that would review and negotiate the
Tripartite Cooperation agreement. | was then chosen to lead the negotiations on behalf
of Transnet. | worked on the Tripartite Cooperation agreement with Transnet's Legal

advisor, Gosiame Khoele as well as the GM in the GCE’s office, Phyillis Difeto.

We requested that CSR and all procurement related matters be excluded from the
Cooperation agreement as Transnet has its own governance processes and is legally
obliged to follow the terms of the PFMA before any procurement contract can be signed.

This is recorded in clause 2.3 of the agreement which stipulates as follows:

2.3 All of the above will be achieved without compromising on sound governance

and effective processes which each Party is required to folfowing,”
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A day before the signing of the Cooperation agreement, the DPE raised an objection
on how clause 2.2 was worded. We then changed it through an amendment to the

already agreed agreement from the below wording:

“2.2 In recognition of CDB’s mandate and subject to the provisions of this
Agreement, throughout the term of the MDS, Transnet consents to CDB identifying
opportunities, contacting and informing potential Chinese Suppliers who are likely to
be relevant to participate in whatever open and competitive tender process

prescribed by Transnet.”
to read as follows (as per DPE’s guidance Annexure MM16),:

“In recognition of CDB’s mandate, CDB will identify opportunities, contact and inform
potential Chinese companies in respect of Transnet projects and businesses based

on publicly available information.

This Cooperation is not limited to the MDS.”

In my opinion, the revised Cooperation agresment was benign as we negotiated it in
such a manner that all financial, legal and reputational risks were identified and
mitigated. The revised agreement merely acknowledged and recorded the possibility of

the two Companies working together.

The Cooperation agreement was signed on 26 March 2013 at the Union Buildings,
Pretoria in the presence of former President Jacob Zuma and the President of the

People’s Republic of China, President Xi Jinping (see Annexure MM17).

In a letter dated 15 August 2013, the Minister of Public Enterprises raised further
concerns about the signed Cooperation agreement, in particular in respect of the

following:

o
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99.1. Clauses 2.1 and 2.2 which were already amended to include comments from
DPE. The Minister indicated that the two clauses might be construed as giving

CDB preferential rights or right of first refusal, and

99.2. That clauses 2.1 and 2.2 may pose a risk for Transnet and the DPE in

implementing Supplier Development and Localisation drive.

100. The letter further stated the following (Annexure MM18):

To this end, I hereby request Transnet to reopen negotiations with China Bank with a
view to amend the Cooperation Agreement and address the Department’s concerns,

failing which the Cooperation Agreement in its current form must be terminated.

101. To the best of my knowledge, the negotiations were not reopened as the then Transnet
Chairman, Mr Mafika Mkhwanazi, responded to the Minister in a letter dated
12 September 2013, seeking to clarify the intent of the Cooperation agreement as per

the attached Annexure MM19. The agreement remained as it was before.

Financing the 1064 plus 160 Locomotives
102. All of the four preferred suppliers had support from their respective country ECA’s and/for

country DF!’s.

103. In the same vein, US Exim and EDC had indicated their willingness to support the GE
and Bombardier payment tranches. | deem it necessary to demonstrate the type of work
that Transnet Treasury had done on the locomotive funding structures and in particuiar,
the GE locomotives. This will hopefully illustrate that my discomfort and disagreement

with Regiments’ involvement was based on the progress achieved at that time.
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GE Tranche

104. The US Exim financing structure, as set out below, was already developed and agreed
upon. The new tranche under the new locomotive would be the same structure with

similar terms and conditions.

Ex-lm Bank Guarantee

Repayment I
Borrower > Guaranteed
SEC__N | o
| l Guaranteed Loan : -
! Facility (Rand)

On-Loan (Rand)

1 Morigage onlocomaotives
Repayment(Rand)

Guarantee !
' Transnet

Bombardier Tranche

105. Around the same time, Transnet issued an RFP to banks to finance the GE and
Bombardier tranches, and about 8 local and international banks responded with a total
commitment of R22,5 billion. in addition to this, the Export Development Canada (EDC)

and Investec had put together a proposal of ZAR equivalent of USD600 million to finance

the Bombardier tranche.
CSR and CNR Tranche

106. The Chinese bidders had included letters of funding support from CDB. CDB indicated
their willingness to fund the CSR and CNR locomotives. We started engaging with CDB

around March/April 2014 on funding the Chinese locomotives. After the initial

—_—
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engagements with CDB, we formally requested approval to continue with the

negotiations, as per Annexure MM20.

107. CBD proposed a 15 year loan of up to $2.5 billion at a rate of 3 months Libor + 260-290
basis points. In addition, CDB had suggested onerous terms and conditions. This pricing
translated into Jibar plus about 450 basis points which was about 250 basis points more

than Transnet's normal pricing. See attached Annexure MM21 indicating Transnet's

internal pricing.

108. This message was communicated a number of times with CDB Johannesburg Branch
officials (see attached copies of their business cards as Annexure MM22) who | thought
in turn communicated with CDB head office in Beijing. They even requested that we

indicate to them what Transnet's acceptable pricing and terms and conditions were

which we promptly did.

109. The pricing was above Transnet’s weighted cost of debt and Transnet had requested
CDB to revise their pricing downwards and was waiting for CDB'’s response in this
regard. In addition, Transnet had requested that CDB approach and partner with the
Industrial and Commercial Bank of China (“ICBC”) with a view to bringing the pricing
within acceptable levels. This is because ICBC and Standard Bank had shown interest

through a joint proposal in financing Transnet. Their pricing was reasonable.

110. With the passing of time, it became clear that CDB Johannesburg was not able to
negotiate on behalf of Transnet, as most of the requests were not sufficiently responded
to. They had however agreed to taking hedges on their own books and providing
Transnet with a ZAR facility. This was ideal as it would match the supplier contract which

is denominated in Rand.

111. Even though CDB were slow to respond, | was hopeful that we could still negotiate

further to a point where their terms and conditions, including pricing became comparable
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to similar facilities. | had in our process shared with them the high level terms and

conditions that Transnet had entered into with other DFI's and other ECA's.
Trip to China to get funding terms finalized

112. Given the communication challenges which | thought were caused by language
differences, | then suggested that we visit Beijing so that we can present our request
directly to CDB head office officials. The trip was supposed to be made by me, Anoj

Singh and Brian Molefe.

113. The frip was initially planned for the week of the 16th April 2014 but cancelled a few
days before departure and Anoj Singh told me that Brian Molefe cancelled the meetings
The trip was then rescheduled to the week of 12 May 2014 which was again cancslled
a few days before the planned trip. We then rescheduled for the first week of July which

again a few days before departure, | was told that the trip has been cancelled.

114. | was extremely disappointed as it takes a lot of work to plan such a trip. | also thought
that it was not proper to have a large contract without a specific funding facility and we
needed to have face to face discussions with CDB to establish whether we continue with
them or use other available facilities. | complained bitterly and Brian Molefe decided to

let Anoj Singh and | travel to China to meet with the CDB team in July 2014.

115. On 1 July 2014, Anoj Singh and | attended the planned meeting with CDB in Beijing.
The discussions started with the normal greetings and introductions. As we were busy
with the introductions, a young Chinese official handed out a page, dated 29 October
2013 to everyone in attendance, with a list of names on it. The list is attached hereto as
Annexure MM23. | noted the date on the list and | thought that this must have been a
mistake as the date of the meeting was 1 July 2014. | thought we will be requested to
hand back the outdated list and be provided with a list reflecting the correct date.

However, everyone in the meeting seemed to be comfortable with the list. | then

W
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assumed that there may have been a meeting on 29 October 2014, of which | was not
aware. | thought that if that was the case, this 1 July 2014 meeting was a follow up to

that meeting.

116. | may be speculating, but given the demeanour of everyone who received the
29 October 2013 list, | suspected that a meeting might have been held on that day and

that discussions and possible agreements might have been reached.

117. 1 did not ask anyone about the outdated list and what it meant, but simply noted its

contents with interest.

118. Approximately thirty minutes into the meeting with CDB in Beijing, representatives of
Clifford Chance law firm entered the meeting room. | am told that they were called the
same morning and requested to represent CDB on a transaction with Transnet. | also
learnt during the tea break, as | had a chat with one of the Clifford Chance lawyers, that
they were actually briefed about the transaction in the lift on their way to the meeting

room.

119. This surprised me as we had taken the discussion with CDB very sericus and had

already engaged with our internal legal team and external team around April of that year.

120. It also came to my attention that many things that we were discussing that | thought we
had made progress on, CDB Beijing was hearing it for the first time. It became clear to
me that the messages that we have been sending to CDB Beijing via CDB Johannesburg

did not get to Beijing.

121. We continued with the discussions though we had to start from a zero base. The
discussions lasted the whole day and we finished between 16:30 and 17:00. As we were
making our way out, Anoj Singh requested to have a private discussion with the
Executive in charge of the CDB Henan Branch together with an interpreter who was

fluent in English. The meeting lasted for approximately 30 minutes. -

=
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122. After the meeting, Anoj Singh told me that his travel plans had suddenly changed and
he was no longer travelling back home with me the following day. He indicated that he
will be travelling via London to South Africa that same afternoon. He then requested me
to collect his suitcase which he had left in his hotel room before | leave for South Africa.
The following day before | booked out of the hotel,  picked up Anoj Singh's red suitcase
from his room. | travelled back home with my luggage and his red suitcase. | don't know

what his suitcase contained as | did not open it.

123. When | landed at OR Tambo airport, | thought | will take the suitcase with me when | go
back to work. However when | switched my cell phone on | received a message from
Anoj Singh that his driver will collect his suitcase from me at the airport. When | entered

the arrival hall | met Anoj Singh'’s driver who collected the red suitcase from me.
Regiments taking over the CDB Negotiations

124. Upon my return from China, | had to travel again to Europe to complete my Global

Leadership Program which was tailor made for Transnet Executives and | was away for

about 10 days.

125. Before | travelled to Europe, | had briefed my team about the trip and the next steps that

were necessary to progress negotiations on the CDB funding proposal.

126. Upon my return from Europe which was around end-July 2014, | was shocked to find
out that CDB was now communicating directly with Regiments and that Eric Wood was
leading the negotiations. This was in parallel to Transnet furthering negotiations with
CDB. See attached the letter to CDB (Annexure MM25), drafted by me and signed by
Anoj Singh dated 25 July 2014, whereto we attached our Transnet tracked comments

to the CDB indicative term sheets (Annexure MM26).

W
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127. | again complained bitterly to both Anoj Singh and Brian Molefe, as | believed there was

no need to use Regiments because of our internal Treasury capacity (see Annexure

MM6).

128. Anoj Singh and | continued to argue about the CDB pricing proposal and | was toid that
Nedbank is able to price the swap cheaper and will price much cheaper than the 450
basis points that our internal pricing was showing. Our internal pricing was aiso aligned
to the Standard Bank pricing and | knew that we were always correct, as our pricing
model was tried and tested several times. We continued sharing with CDB
Johannesburg what Transnet's acceptable commercial terms were as per

Annexure MM27.

129. | then called Masotsha Mngadi of Nedbank and complained about Nedbank's
relationship with Regiments. The reason for my complaint was that Regiments always
quoted Nedbank to make their point that CDB pricing is commercially acceptable and
that Transnet should accept the CDB pricing proposal. | understand that Eric Wood was
able to make this assertion as he had a great relationship with Moss Brickman of
Nedbank who [ believe worked for Nedbank Treasury division. | requested Masotsha
Mngadi to lodge a complaint for me with Brian Kennedy, the CEO of Nedbank Capital

around what | thought was an improper relationship between Nedbank and Regiments.

130. | understand that a meeting that included Brian Kennedy and the Head of Compliance
took place wherein Moss Brickman was reprimanded. | then requested the official
Nedbank pricing which was aligned to our internal pricing. | used the “official” Nedbank
pricing to refute Eric Wood’s claim that Nedbank can price a plain vanilla cross currency
swap cheaper by over 100 basis points than where the market was. See attached as
Annexure MM28 an email from Nedbank to myself in which Nedbank indicated their

“highly valued relationship with Transnet™. | also attach hereto as Annexure MM29

Nedbank’s official pricing.
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131. Brian Molefe organised a meeting between Transnet and Regiments to resolve the CDB
pricing proposal “impasse”. The meeting was held at the Melrose Arch Hotel and
Transnet was represented by Anoj Singh, Brian Molefe and myself and Regiments by

Eric Wood and Niven Pillay.

132. Brian Molefe suggested that as everyone seemed to think that my pricing indication is
off the mark and the one that Eric Wood received from Nedbank seemed reasonable, |
should agree with themn as | was the only one who did not agree. 1 told Brian Molefe that
my position has not changed and will not change, as the CDB facility is expensive and

not worth it.

133. |then decided to record my recommendation and concerns. On 21 August 2014 | sent
an email to both Brian Molefe and Anoj Singh, detailing my key concerns around CDB

Annexure MM30.

134. However, Regiments recommended that Transnet should proceed with the transaction,
as referenced in slides three and four of a presentation by Regiments to Transnet,
attached as Annexure MM31. Regiments was now in direct discussions with CDB, as
per Annexures 32 to 34. | realised a few weeks later that Anoj Singh had appointed

Regiments to be the Transaction Advisors on 31 July 2014 as per Annexure MM35.

135. Anoj Singh wrote a memorandum {attached as Annexure MM36) in response to the
concerns that | raised. He recommended that Brian Molefe approve the response that
he recommended refuting my concerns that the CDB transaction was expensive and not
worth it. Instead of approving as per Anoj Singh’s recommendation, Brian Molefe only

“‘NOTED” the response.

136. | found Brian Molefe’s response of “NOTED" instead of “APPROVED?”, as per paragraph

5 of the memorandum interesting. This confirmed to me that Brian Molefe considered

We
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my analysis and conclusion that approximately R3.7 billion could be wasted costs had

merit.

137. On 20 August 2014, | drafted an internal memorandum to the Board to seek approval
for funding initiatives subject to acceptable terms and conditions, as per Annexure
MM37. | had suggested to Anoj Singh in an email, dated 20 August 2014 (attached as
Annexure MM38) that we should use the internal Transnet pricing in the Board pack as

to not mislead the Board about the CDB funding costs.

138. | later discovered that Anoj Singh had replaced the Treasury Board memorandum with
a PowerPoint presentation that was based on the flawed Regiments analysis (see
Annexure MM31). The following statements in the presentation were factually incorrect,

because:

138.1. It stated that the loan was fairly was priced and that it compared favourably to
Transnet's weighted average cost of debt (WACD), which was 9.35% at the time.

Our internal pricing of the CDB loan 12.71%, which was clearly above the WACD.

138.2. The presentation incorrectly compared the CDB loan to a global bond, which

should not be the case, as CDB is a DF| and should be compared to other DFI's;

138.3. It stated that the foreign currency exposure was eliminated. This was incorrect

as Transnet had to SWAP from USD to ZAR, which was a risk;

139. It is further stated that the cross currency SWAP executed by CDB would benefit
Transnet to the tune of R3.5 billion. This is an incorrect statement as our analysis

indicated the contrary, as per Annexure MM30.

This funding PowerPoint presentation titled “Transnet Board of Directors — Locomotive

Funding Initiatives”, dated 28 August 2014, is attached as Annexure MM39.

M=
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140. Pursuant to Angj Singh's representation to the Board, the attached CDB Term Fagility
Agreement was signed on 4 June 2015, committing Transnet to a very expensive loan

agreement (see Annexure MM40).

141. Based on all of the above, | decided to resign, as [ felt that the environment in Transnet
was not conducive for me to continue with my employment. | resigned from my position

with effect of 30 November 2014.

MATHANE EVELINE MAKGATHO

b Slan 5019

DATE:
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GUIDELINES AS PROVIDED BY TRANSNET TO EXPLAIN AND ASSIST IN ESTABLISHING SUPPLIER AGREEMENTS, FX
PAYMENTS, THE HEDGING PROCESS AND EXCHANGE CONTROL.

TRANSNEr

r

Date : 27 July 2008
IDE AS PROVIDED BY T NET TO EXPLAIN AND ASSIST I
ESTABLI G LIER AGREEMENTS. FX PAYMENTS, THE HEDGING

PROCESS AND EXCHANGE CONTROL

Far 1 is a summarized version of the approved FX policy as approved by the Board and
should always be considered when agreements are entered into.

1) APPROVED FX POLICY

1.1) Whenever possible eliminate foreign currency risk exposures by entering into
fixed RAND based contracts with both local and/or giobal suppliers.

1.2)  If the above is not possible because the costs are excessive and/or if the supplier
is not willing to accept those conditions, the contract should be concluded in
such a way that Transnet will pay the foreign supplier in a foreign currency. In
turn, Transnet should manage the foreign exchange rate risk by hedging or
transferring exposures to the market.

1.3) If local (South African) suppliers are used where there is an imported component;
invoices can only be issued in RAND as exchange control regulations prohibit local
suppliers invoicing in a foreign currency. No contracts with local suppliers should
have embedded derivatives. All contracts with a foreign currency component of
more than R50m and less than R100m per contract should be reviewed by
Treasury and the business unit CFO before it can be concluded. Contracts with a
foreign currency component of more than R100m should get sign off from the

GCFO.
Transnet Limited 47th Floor P.0.Box 72501
RegistrationNumber  Carlton Centre Parkview, Johannesburg
1990/060900/06 150 Commissioner Street Seuth Africa, 2122
Jehannesburg T+27113082309
2001 F+27113082312

Directors: FTM Phaswana{Chairman) M Ramos® [Group Chief Executive) Dri Abedian Prof GK Everingham NBP Geaba Dr ND Haste OBE® www.transnet,
Dr SE Jona!l‘KBE‘ PG Joubert NNA Maryumza BT Ngcuka S Nicolaow NR Nitshingita KC Ramon CF Welts*{Chief Financial Officer)
“Executive “Ghanaian *British

Group Company Secretary: Z Stephen
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GUIDELINES AS PROVIDED &Y TRANSNET TO EXPLAIN AND ASSIST IN ESTABLISHING SUPPLIER AGREEMENTS, FX
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2) B ing the above FX policy into practice, the followin

approach is suggested in tenders:

2.1) Involve Group Finance from the tender stage in respect of all tenders where
the value is more than R100m. Provide electronic version to Treasury —
Danie Smit (Tel.+ 27 11 308 2622) and Mathane Makgatho (Tel. + 27 11
308 2613), Group Reporting — Anoj Singh (Tel +27 11 308 2253) and Tanuja
Naidoo (Tel +27 031 361 1362) and Group Tax — Helen Walsh (Tel + 27 011
308 2208). Group Finance will review and comment on the tender document to
provide guidance on clauses that should be added to the tender document. The
objective s to identify all the risks before they materialize and mitigate these as

best we can.

2.2)  Advance payments should be avoided as far as possible (this is a decision from
FINCO) and payment should only happen on receipt of goods and or services. If
advance payments cannot be avoided, a serious attempt should be made to
reduce to as low as possible. If this is a deal breaker and the agreement cannot
be concluded without an advance payment, an advance payment guarantee
(APG) should be requested to ensure Transnet is not out of pocket in case of
liquidation. The issuer of the guarantee should at least have a minimum long
term credit rating of A-1. A performance bond should also be in place to cover
the unlikely event of a supplier not being able to fulfill its obligations in so far as

performance is concerned.

2.3) The following principles should be applied when tenders are prepared and these
will be reviewed as and when the need arises as circumstances change;

2.3.1) In instances where the imported component exceeds $3m and the supplier is a
locally registered SA Company or CC, the supplier must be in a position
to provide Transnet with a fixed Rand price for the overall agreement
(excluding escalation)., The fixed Rand price will be subject to VAT at the
standard rate of 14%. In this instance, the supplier will have to hedge the FX
sk exposure and the cost of hedging must be acceptable to Transnet as
Transnet will verify if hedging rates are market related taking into account the

rating of the supplier. Alternatively If a local supplier is not in a position to
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provide hedging and does have a partnership with a foreign company, FX
invoicing can be issued from the foreign partner provided that the respondent to
the tender discloses the partnership at the tender stage and the agreement
between Transnet and the supplier should be drafted in such a way that the local
supplier legally accepts the condition that the “subsidiary abroad/relationship”
can accept payments on their behalf from Transnet. The nature and form of the
partnership must therefore ensure that this is allowable. In these circumstances,
the foreign company needs to assess whether it is conducting an “enterprise” for
VAT purposes in South Africa. If the foreign company is deemed to be
conducting an “enterprise” in SA, then the foreign component of the transaction
will also be subject to VAT in SA. The VAT implications with regard to foreign
companies conducting business in SA will impact directly on the ability of
Treasury to remit FX invoices as invoices including VAT must be issued in Rands.
Therefore it is imperative to establish the VAT status of a foreign company (and
therefore the VAT status of all parties in the partnership) before engaging in the
FX invoicing process.

In instances where imported components of more than $3m are involved and
where the supplier is an overborder registered company and/or a local
joint venture, the supplier must indicate if they are willing to provide a
fixed Rand price (excluding escalation) for the overall agreement. It is
imperative at this stage to establish the VAT status of the over-border registered
company and/or local joint venture, to assess whether VAT will be levied in
respect of the transaction. If VAT is to be levied, the over-border registered
company and/or local joint venture will be obliged to issue tax invoices in Rands
to Transnet which would impact on the FX invoicing process. For example, if the
over-border registered company is deemed to be conducting an “enterprise” for
VAT purposes in SA, then the invoices issued by the over-border registered
company will be subject to VAT and will have to be in Rands, including the
foreign component of the transaction. In this case, the issuing of foreign
currency invoices with VAT is not permitted in terms of SA VAT legislation. In this
instance, the supplier will have to hedge the FX risk exposure and the cost of
hedging must be market related. Transnet will verify this in the market and allow
for a percentage of the contract price variation for additional cost of credit risk of
the supplier. Please note the local joint venture will still need South African
Reserve Bank approval. The supplier must provide a full split between local and
foreign content and reflect the foreign currency cash flows and expected delivery

dates,
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2.3.3) Should Transnet find that the variance between the hedged contract by the
supplier and itseif is beyond the allowable percentage, Transnet will engage with
the supplier to try and understand the additional costs. In the latter above if, the
hedging costs are unacceptable to Transnet and if the supplier cannot provide
hedging to Transnet, the supplier must provide dual currency invoicing to
Transnet. (Foreign currency invoices for imports and Rand invoices for local
content). The VAT implications with regard to dual currency invoicing would also
need to be assessed by Group Tax prior to the FX invoicing process as tax
invoices including VAT cannot be issued in foreign currency in terms of SA VAT
legislation and must be issued in Rands. SARB approval is required in respect of
local joint ventures to be paid in foreign currency and the JV must approach the
SARB for approval before payments can be done.

2.3.4) Supplier must indicate if they are willing to offer a reduced price on the
goods/services delivered to Transnet, if Transnet can provide proof of
secured funding when the final agreement is concluded and signed.

2.3.5) In cases where a foreign content is involved, Treasury has to be made aware of
the supplier’s name and country of export so as to enable Treasury to source
ECA supported funding. The information is required before the contract is signed.

2.3.6) The following standard clause should be included in tenders to enable Transnet
to source Export Credit Agency (ECA) financing. “Transnet has established with
Barclays Capital an export credit (ECA) supported umbrelia loan facility. The
Tenderer acknowledges the right of the Employer to use ECA supported funding
for this project. ECA funding will need to be executed in a manner acceptable to
the Employer. If, for whatever reason, ECA support is not in place in a timely
manner the Employer reserves the right to make payments from other sources
on the full understanding that any payments made by the Employer will still be
eligible to be reimbursed from the Export credit facility at a later point in time.
Should the Export Credit Agency require the Contractor to assist the Employer in
executing the funding application, the Contractor agrees to do so. The Employer
reserves the right to use any other source of funding availabie in the market.”

Transnat Limited 47thFloor P.0.Box 72501

RegistrationNumber  Carlton Centre Parlcview, Johanneshurg

1990/000620/06 150 Commissioner Street South Africa, 2122
Johannesburg T+27 113082309
2001 F+27113082312

Diractors: FTM Phaswana {Chairman) M Ramos* (Group Chief Executive) Dr 1 Abedian Prof GK Everingham NBP Geaba Dr ND Haste OBE® www.transnet,
DrSE Janah KBE™ PG Joubert NNA Matyumza BT Ngcuka S Micotaau NR Ntshingita KC Ramon CF Wells® {Chief Financial Officer)
*Executive “Ghanaian *British

Group Company Secretary: Z Stephen



MEM-043

GUIDELINES AS PROVIDED BY TRANSNET TO EXPLAIN AND ASSIST IN ESTABLISHING SUPPLIER AGREEMENTS, FX
PAYMENTS, THE HEDGING PROCESS AND EXCHANGE CONTROL

TRANSNEI

_r
—

All agreements with an FX component of more than $3 million (R25m
equivalent if another FX currency) must be referred to Group Treasury,
Group Tax, Group Legal and Group Reporting before it can be concluded. Provide
electronic copies and when agreed electronically, sign off should be obtained on
a term sheet from the respective business divisions involved. All agreements
where the RAND value is more than R100 million, must be referred to the
same division and sign off obtained before agreements are condluded. Financial
risks, Accounting, Income Tax, VAT and Funding related issues will be considered
by the relevant sections.

24) Agreements/| f nce

2.5) u ro, | inclusion in agreements:

- Similar wording on FX as suggested for the tenders above can be used in the
agreements/letter of acceptance, depending on the legal status of the
successful tenderer.

- The currency of payment and the delivery and payment dates should be
clearly defined in the agreement.

- NEVER enter into an agreement where the RAND payment fluctuates
depending on the spot exchange rate on day of payment. In this instance,
the FX risk is un-manageable,

- If agreed that the supplier will hedge the FX risk, ensure that the agreement
is worded as such so that there is no FX risk recourse to Transnet, In this
instance, if the supplier needs to roll/fextend FX hedges that they have
entered into, they will carry the costs associated to such extension/roll over.

- The VAT status of the supplier must be established at the tender phase to
assess whether the transaction will be subject to VAT and to assess whether

foreign currency invoicing is possible.

- The following standard clause should be included in agreements to enable
Transnet to source Export Credit Agency (ECA) financing. “The Contractor
acknowledges that Transnet has established with Barclays Capital an export
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credit (ECA) supported umbrella loan facility and the right of the Employer to
use ECA supported funding for this project. ECA funding will need to be
executed in @ manner acceptable to the Employer. If, for whatever reason,
ECA support is not in place in a timely manner the Employer reserves the
right to make payments from other sources on the full understanding that
any payments made by the Employer will still be eligible to be reimbursed
from the Export credit facility at a iater point in time. Should the Export
Credit Agency require the Contractor to assist the Employer in executing the
funding application, the Contractor agrees to do so. The Employer reserves
the right to use any other source of funding available in the market.”

3) EXHEDGING PR DURES

3.1) It is a policy requirement that all FX exposures need to be hedged. The
maximum open exposures allowed per Business Unit are R25 million for Opex .

and R25 million for Capex.

3.2) Treasury needs to be approached for hedging as soon as the agreements are
signed. Hedging can only be done when a firm and ascertainable exposure
exists, This comes into effect when either an agreement or a letter of acceptance

has been signed by both parties.

3.3)  No Reserve Bank (SARB) approval is required to do hedging when the contract is
concluded with an overseas registered company. However, in instances where a
focal joint venture issues an FX invoice, specific SARB approval is required before
hedging can be done. There is no guarantee that approval will be granted but
Treasury has recently obtained positive approvals from the SARB in respect of
focal joint ventures (please refer to 2.2.3 above).

3.4) Hedging will be done on the FX PAYMENT dates and NOT delivery dates as the
currency must be available on date of payment.

3.5} FX hedging requests must be send to the Treasury Middle Office, Floor
43, Carlton Centre for attention Zander Grobler at (Tel = 27 11 308
2611) and or Danie Smit at (Tel = 27 11 308 2622).
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3.6) Th llowing are uired by the Treasury Middle ice for hedgin
purposes:

- The FX currency amount.

- The FX payment date.

- A signed electronic copy of either the letter of acceptance and or
agreement. (signed by both parties).

- Which business unit is involved.

- The cash flows must either be signed off by the CFO of Transnet
Projects and or the CFO of the Business Unit invoived.

= Even if the cash flows are signed off by the CFO of Transnet
Projects, Treasury will discuss the hedging process with the Business Unit
involved as the Business Units involved still has to pass the relevant
entries in their books.

- Most of the FX hedges are hedge accounted for and it is imperative to
make the BU involved as they have to record the assets.

e Treasury will perform an analysis and decide, which hedging instrument
best mitigates the risk exposure and after taking into account the
accounting implications.

r Treasury will obtain the necessary approvals as stipulated in the
approved Delegations Framework before hedging can be executed. The
approvals are linked to both tenor and amounts.

- Treasury requires a quarterly update of all FX exposures as per a
required template that will be provided to the Business Units on a
quarterly basis.

5 In instances where foreign currency is involved and hedge accounting is
applied to a project, the GCFO has requested that the CFO of the
respective Business Unit provides Treasury with a monthly updated
signed off foreign currency cash flow to enable Treasury to align the FX
hedges with the cash flows of the commitments.

3.7 I win i the T ice fi ndin
purposes:

A synopsis of the project where the value of the project in more than R50 million
to enable Treasury to consider funding alternatives. This will include i.e.

Transnet Limlted 47th Floor P.0,Box 72501

RegistrationNumber  Cartton Centre Parkview, ohannesburg

1990/000900/06 150 Commissioner Street  South Africa, 2122
Johannesburg T+2711 3082309
2001 F+27113082312

Dirgctors: T Phaswana (Chairman) M Ramaos® (Group Chief Executive} Or | Abedian Prof GK Everingham NBP Geaba D ND Haste OBE* www.transnet.
DrSE Janaf;KBE*PG Joubert NNAMatyumza BT Ngcuka S Nicolaow NR Nishingila KCRamen CF Welis*([Chief Financial Officer)
*Executive “Ghanaian *British

Group Company Secratary: Z Stephen



MEM-046

GUIDELINES AS PROVIDED BY TRANSNET TO EXPLAIN AND ASSIST IN ESTABLISHING SUPPLIER AGREEMENTS, FX
PAYMENTS, THE HEDGING PROCESS AND EXCHANGE CONTROL

4)

4.1)
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- A description of the project
- The total amount of the project.
- The country of export.

- Expected foreign currency cash flows involved.
- Expected rand cash flows involved

Exchange Control Applications and Forex Payments

Letter nce and Contract Inclusions:

When a tender is awarded to a foreign supplier, the following wording should be
included when the letter of acceptance is concluded: “Subject to the approval
of the South African Reserve Bank”. This inclusion will protect Transnet
against possible interest claims for any delay of payment should the contract be
signed but SARB approval not be obtained timeously.

Waiting Period for an Application to be approved by SARB:

This process takes anything between 4 to 6 weeks, provided that the final
draft or signed copy of the contract has been forwarded to Treasury Exchange
Control Department, together with all the projected FX cash flows indicating
the payments dates and the currency of payment. It must be noted that these
applications are forwarded to Transnet’s Authorised Dealer and they would then
forward our SARB application onto the Reserve Bank. It is therefore imperative
that the process be finalised taking into consideration these timelines.

tN B val:

a) All international contracts in foreign currency that have “ADVANCED
PAYMENTS” of more than 33 1/3% that are of a “"CAPITAL” nature.

b) All "JOINT VENTURES” (JV)

If a Joint Venture, please note that if “foreign Currency” is to be paid to
the supplier, the supplier would need to first obtain SARB's approval to
open a CFC ACCOUNT. Transnet cannot pay foreign currency into a
local account without the approval of the SARB.
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When Milestone payments are to be made and the goods have not been
received into the Country as yet.

Any "ADVANCE PAYMENTS" in foreign currency that are “SERVICE
RELATED” i.e Consuitancy and Technical related services.

If payments are made in ZAR to a Supplier in “"A NON RESIDENT
ACCOUNT"(this is a foreign account held locally).

If payment is for services rendered, the Invoice must clearly stipulate
that. The BU must ensure that they forward the Invoice together with
supporting documents to their "BANKERS” for endorsement purposes and
these documents must be stamped and retumed to the BU by the
bankers with the wording “Exchange Provided” stamped on the Invoices.
This will ensure no problems arise should the Suppliers want to transfer

the funds abroad.

ALL OTHER CURRENCIES MUST BE SENT TO TREASURY.

4.4) Documentation to be sent to Treasury:

When a foreign payment needs to be made in terms of Importation of Goods the
following documentation must be presented:

a)
b)
<)
d)
e)
f)
9)

Tronsnet Limited
Registration Number
1280/000900/06

Original Invoice
Payment request signed by two authorised signatories

Bill of Lading (seafreight consignments)

Airway Bill (airfreight consignments

Bill of Entry
SARS Clearance Certificate

Invoice older than 12 months, needs SARB approval.
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h) Above mentioned documents need to be by stamped by Customs.

4.5) Information i i ear on YMENT ests:

a) Name of the Supplier (Beneficiary) — same as on Invoice
b) Physical Address of Beneficiary. — same as on Invoice

€) Beneficiary’s Banking Detalls including SWIFT ADDRESS. — must also
appear on invoice.

d) The reason for payment. i.e (Services Rendered or Purchasing of Goods)

e) Contact Detail of payment requestor.

The above is a mere guide to assist with foreign payments to suppliers. All FX
payments and exchange control applications must be addressed to Treasury
Exchange control floor 43, Carlton Centre, for the attention of Malcolm
Barnard and or Zacharia Moeti.
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The following checklist is aimed at inducing the core principles of identifying embedded
derivatives, into the related process. For further assistance and guidance in this regard,
please feel free to contact Group Finance.

EMBEDDED

DERIVATIVES

IDENTIFICATION

CHECKLIST

Embedded Derivative Identification Checklist:
IAS 39 paragraph 10:

An embedded derivative is a component of a hybrid (combined) instrument that also
includes a non-derivative host contract-with the effect that seme of the cash flows of the
combined instrument vary in a way similar to a standalone derivative. An embedded
derivative causes some or all of the cash flows that otherwise would be required by the
contract to be modified according to a specified interest rate, financial instrument
price, commodity price, foreign exchange rate, index of prices or rates, credit ratin g or
credit index, or other variable, provided in the case of a non-financial variable that the
variable is not specific to a party to the contract. A derivative that is attached to the
contract, but is contractually transferable independently of that instrument, is not an
embedded derivative, but a separate financial instrument.

Encompassing the above stated criteria for identification of an embedded derivative, and
bearing in mind the business operations of the Transnet Group, the following checklist
has been developed to facilitate the identification process of embedded derivatives at a
business unit level.
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Question/detail

Yes/No —‘

General Detail:
Does the hybrid instrument include a non-derivative host contract?

If affirmative to the above, the following contract information would be
required:

* the contract number;

e the contract period; and

*» the type of contract, either an agreement for sale or purchase.

Billing Process:
Are some or all of the cash flows, that otherwise would be required by the
contract, modified due to a difference in the supplier’s/customer’s domestic

currency and the billing currency?

If affirmative to the above billing process question or the pricing process
question, the following information would be required:
* the contract value, designated either in the domestic currency of the
business unit, or a foreign denomination;
the country in which the supplier/customer operates;
the supplier’s/customer’s domestic currency; and
the billing currency.

NB: in determining whether an embedded derivative exists due to a
difference between the domestic currency of the supplier/customer and the
billing currency, one must always bear in mind that an exception does exist,
An embedded derivative will not arise if the billing currency, though
different to the supplier 's/customer’s domestic currency, is the accepted
currency of trade in relation to the underlying assets or services being
traded, or is the accepted currency of trade in the supplier’s/customer’s
economy.
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Pricing Process:

Are some or all of the cash flows, that otherwise would be required by the
contract, modified according to a specified interest rate, financial instrument
price, commodity price, foreign exchange rate, index of prices or rates,
credit rating or credit index, or other variable?

If affirmative to the above pricing process question or the billing process
question, the following information would be required:
pecifi ?
» cash flows modified in line with specified interest rate, yes or

no;

the nature of the interest rate; and

the designation of the rate, either domestic in line with the

business unit or a foreign denominated rate.

* cash flows modified in line with financial instrument price,

yes or no;
the nature or description of the financial instrument; and

» the designation of the financial instrument price, either
domestic in line with the business unit or a foreign currency.

cash flows modified in line with commodity price, yes or no;

the type of commodity; and
* the designation of the commodity price, either domestic in
line with the business unit or a foreign currency.

* cash flows modified in line with foreign exchange rate, yes or
no; and
* the type of currency.

* cash flows modified in line with index of prices or rates, yes

Transnet Limited 47thFinor PO, Box 72501

RegistrationNumber  Carlton Centre Parkview, Johannesburg

1990/009900/06 150 Commissioner Street South Africa, 2122
Johanresburg T+27113082309
2001 F+27113082312

Pirectors: FTM P([aaswana (Chairman} # Ramos* (Group Chiaf Exacutive) Or) Abedian Prof GK Everingham NBP Gtaba Or ND Maste DBE?
Or 5E lonah KBE™ PG Joubert NNA Matyumza BT Ngcuka S Nicolaous MR Mishingila KC Ramon CF Wells*{Chief Financial Officer)
*Exgeutive “Ghanaian ®British

Graup Company Secretary: Z Stephen

www.transnet.r



MEM-052

GUIDELINES AS PROVIDED BY TRANSNET TQ EXPLAIN AND ASSIST IN ESTABLISHING SUPPLIER AGREEMENTS, FX
PAYMENTS, THE HEDGING PROCESS AND EXCHANGE CONTROL

TRANSNET

or no;
the nature or description of the index of prices or rates; and
the designation of the index of prices or rates, either domestic
in line with the business unit or a foreign denominated index
of prices or rates.

cash flows modified in line with the credit rating or credit
index, yes or no; and

the nature or description of the credit rating or credit index;
and

the designation of the credit rating or credit index, either
domestic in line with the business unit or a foreign
denominated index of prices or rates.

cash flows modified in line with the other variable, yes or no;
and

the nature or description of the other variable; and

the designation of the other variable, either domestic in line
with the business unit or a foreign denominated variable.

Conclusion:

Has an embedded derivative or multiple embedded derivatives been
identified in terms if IAS 39?

If affirmative to the above, the following information would be required:
* number of embedded derivative/s;
» whether the embedded derivative/s qualifies for separate recognition;
» whether the embedded derivative/s will be separated from the hybrid
instrument;
» or whether the entire hybrid instrument shall be designated as a
financial asset or liability at fair value through profit and loss.

Transnet Limited
Registration Number
1930/000500/06

47th Floor P.0. Box 72501

Carlton Centre Parkview, Johanneshurg
150 Comymissioner Street  South Africa, 2122
Johannesburg T+2711 3082309
2001 F+2711 308 2312
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This checklist is aimed at inducing the core principles of identifying insurance contracts,
into the related process. For further assistance and guidance in this regard, please feel free
to contact Group Finance.

INSURANCE
CONTRACTS

IDENTIFICATION

CHECKLIST

Insurance Contracts Checklist:
Contracts to be accounted for in terms of IFRS4 are defined as:

A contract under which one party, (the insurer), accepts significant insurance risk Jfrom another
party, (the policyholder), by agreeing to compensate the policyholder if a specified uncertain
future event, (the insured event), adversely affects the policyholder.

Encompassing the above stated criteria for identification of insurance contracts, and
bearing in mind the business operations of the Transnet Group, the following checklist
has been developed to facilitate the identification process of insurance contracts at a
business unit level.

Question/Detail Yes/No

Insurance Risk Transfer:
Has significant insurance risk been accepted by the insurer from the

policyholder?
Transnet Limited 47th Floor P.0.Box 72501
RegistrationNumber  Carlton Centre Parkview, Johannesburg
1980/000900/06 150 Commissioner Street  South Africa, 2122
Johannesburg T+27 113082309
2001 F+27113082312
Dirsctors: FTM Phaswana [Chairman} M Ramos® {Group Chief Executive} Or | Abedian Prof GK Everinghany NBP Geaba Dy ND Haste OBE® wwtransnet.r

Dr SE Jonah KBE™ PG Joubert NNA Matyumza BT Ngcuka S Micolaoy NR Ntshingila KC Ramon CF Wels® [Chief Financial Officer)
“Executive “Ghanajan *British
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Compensation;
Is the insurance risk in the form of compensation for the occurrence of an

uncertain future event that will adversely affect the policyholder?

Uncertain Future Event:
Uncertainty (or risk) is the essence of an insurance contract.

Accordingly, Is at least one of the following outcomes uncertain at the inception of
the contract?

(a) whether an insured event will oceur;
(b) when it will occur; or
\j:) how much the insurer will need to pay if it occurs.

This checklist is aimed at inducing the core principles of identifying financial guarantees,
into the related process. For further assistance and guidance in this regard, please feel free

to contact Group Finance.

FINANCIAL
GUARANTEES
IDENTIFICATION

CHECKLIS1

Financial Guarantees Checklist:

Transnet Limited 47thFloor P.0, Box 72501

RegistrationNumber ~ Carlton Centre Parkview, Johannesburg

1950/000900/06 150 Commissigner Street South Africa, 2122
Joharnesburg T+27113082369
200 F+27113082312

Pirectors: FTM Phaswana {Chairman) M Ramos® (Group Chief Executive) Dr | Abadian Prof GK Everingham NBP Geaha Dr ND Haste OBE*
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-

IAS 39 Financial Instruments: Recognition and Measurement (as amended) defines a
financial guarantee contract as follows:

A contract that requires the issuer to make specified payments to reimburse the holder
Jor a loss it incurs because a specified debtor fails to make payment when due in
accordance with the original or modified terms of a debt instrument.

Encompassing the above stated criteria for identification of issued financial guarantee
contracts, and bearing in mind the business operations of the Transnet Group, the
following checklist has been developed to facilitate the identification process of financial

guarantees at a business unit level.

Question/Detail Yes/No

Specified Reimbursement Payments:

Has the reporting entity (i.e. the issuer) entered into a contract whereby it
will make specific payments to a third party as reimbursement for losses
incurred by that third party?

Default by a Specified Debtor:
Is the reporting entity only required to make these reimbursement payments
if a specified debtor has defauited on its payments to the third party?

Transnet Limited 47th Floor P.0. Box 72501
RegistratiocnNumber  Carlton Centre Parkview, Johannesburg
1380/000900/06 150 Commissioner Street South Africa, 2122
Johannesburg T+2711308 2309
2001 F+27113082312
Directors: FTM Phaswana (Chairman) M Ramos® (Group Chief Executive) Dr i Abedian Prof GK Everingham NBP Geaba Dr ND Haste OBE* www.transnet.r
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This checklist is aimed at inducing the core principles of identifying whether an
arrangement is, or contains, a lease, into the related process. For further assistance and

guidance in this regard, please feel free to contact Group Finance.

IDENTIFYING

WHETHER AN
ARRANGEMENT
IS, OR CONTAINS,
A LEASE

CHECKLIST

Determining whether an arrangement is or contains, a lease

IFRIC 4 Paragraph 6:

Determining whether an arrangement is, or contains, a lease shall be based on the
substance of the arrangement and requires an assessment of whether:
(a) fulfiliment of the arrangement is dependent on the use of a specific asset or assets
(the asset); and
(b} the arrangement conveys a right to use the asset.

Encompassing the above stated criteria of IFRIC 4 in identifying whether an arrangement
is or contains, a lease, and bearing in mind the business operations of the Transnet Group,
the following checklist has been developed to facilitate the identification process.

Trananet Limited 47th Floor P.O. Box 7250]
RegistrationNumber  Carlton Centre Parkview, Johannesburg
1980/000900/06 150 Commissioner Street  South Africs, 2122
Johannesburg T+2711 3082309
2001 F+27113082312
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Question/Detail

Yes/No

Dependence on a specific or specified assets:

Is fulfillment of the arrangement dependant on the use of an asset or assets,
and is this fact not necessarily explicitly stated by the contract but rather
implied?

NB: Although a specific asset may be explicitly identified in an arrangement,
it is not the subject of a lease if fulfillment of the arrangement is not
dependent on the use of the specified asset.

Right of use:
The arrangement conveys a right to use the asset, if one of the following

conditions is met:

* Does the purchaser have the ability or right to operate the asset or
direct others to operate the asset, (while obtaining or controfling
more than an insignificant amount of the output of the asset)?

* Does the purchaser have the ability or right to control physical
access to the asset, (while obtaining more than an insignificant
amount of the output of the asset)?

* Is there only a remote possibility that parties other than the
- purchaser will take more than an insignificant amount of the output
of the asset, and the price that the purchaser will pay is neither fixed
per unit of output nor equal to the current market price at the time

of delivery?

Assessment or Reassessment of whether an arrangement is or contains, a
lease:

Transnet Limited 47th Floor P.O. Box 72501
R;gistraﬁon Number  Carlton Centre Parkview, Johannesburg
1990/000900/06 150 Commissioner Street South Africa, 2122
Johannesburg T+27113082309
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The assessment of whether an arrangement contains a lease is made at the
inception of the arrangement, with reassessment occurring only if any one of
the following conditions is met:

Has there been a change in the contractual terms, unless the change only
renews the arrangement?

Has a renewal option been exercised or an extension agreed to by the parties
to the arrangement, uniess the term of the renewal or extension had initially
been included in the lease term in accordance with the definition paragraph
of IAS 17 Leases?

Has there been a change in the determination of whether fulfilment is
dependent on a specified asset?

Has there been a substantial change to the specified asset?

R:ACominon\POLICY AND CONTROL MANUAL\GUIDELINES SUPPLIER AGREEMENTS_27July08.DOC
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McKinsey Incorporated
88 Stella Strest
Sandown Mews East
Sandton

2196
19 Novemher 2013
Reference: LOI/GSM/12/05/0447

Dear Mr. Michael Kloss

RE:  LETTER CONFIRMING A CONFLICT OF INTEREST (NEDBANK CAPITAL) AND THE
RECOMMENDED ALTERNATIVE (REGIMENTS CAPITAL) IN REGARDS TO ADVISORY
SERVICES TO ACQUISITION OF THE 1064 LOCOMOTIVES TENDER OVER A PERIOD

OF 9 MONTHS. REFERENCE NO: GSM/12/05/0447

()

1. Mckinsey Incorporated {McKinsey) and other members of the consortium was awarded the business
to provide advisory advice to Transnet for the Acquisition of the 1064 locomotives.

2. McKinsey was awarded the business and Nedbank Capital (Nedbank) was its partner to provide
firancing, Funding options and deal structures for the acquisition of the 1064 locomotives tender.

3. In May 20132 a potential confiict of interest was taised with McKinsey concerning Nedbank to which
a response from McKinsey confirmed the confiict and an altemative solution to provide the services
to Transnet was propesed in terms of Regiments Capital to provide the services.

4. The 1064 locomotives tender Is entering Phase 2 which will now include the funding and deal
structuring work envisaged by Transnet for the Acquisition of the 1064 Locomotives,

5. It is thus in the best interest of Transnet and McKinsey to confitm the proposed alternative of
Regimens Capital.

6. This letter serves to confirm Transnet’s agreement to McKinsey's request for Regiments Capital o
provide the required services in place of Nedbank .

Anoj Singh ',\
Group Chief Financial Officer
Date '3 wl, .

Transnet SOC Ltd Cariton Centre P.0. Box 72501

Registration Number 150 Commissioner  Parkview, Johannasburg

1530/006200/30 Sireet South Africa, 2122
Johanresburg T 427 11 38 3001
2001 F+27 11 308 2638

Directors: ME MEwanazi (Chalaman) 8 Motefe® (Greup Chief Executive) NK Choubey® MA Fanucchi Y Forbes HD Gazendan N Moola MR dishingila 1 Sharma wywe, iransnet.ret

I8 Skogana F Tshabalaia DL Tshepe A Singh' {Chiaf #ianciak Officer)
Exetulive ™ Indian

Group Compemy Secretary: ANC Ceba
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McKirsey Incorporated
88 Stella Street
Sandown Mews East
Sandton

2196
30 November 2012

Reference: LOI/GSM/12/05/0447
Dear Mr Michae! Kioss
RE:  LETTER OF INTENT for the provision of Advisory Services Related to the Acquisition
of the 1064 Locomotives Tender over a period of 8 months. LOI/Proposal
Reference No: GSM/12/05/0447 (“the Mandate”)

Pursuant to our Request for Proposal (RFP Number 12/05/0447), we wish to inform you that your offer
has been accepted and that your consortium has been awarded the contract for the provision of
Advisory Services related to the Acquisition of the 1064 Locomotives Tender (the Services)
to Transhet, subject to the conditions precedent set out in section 1 below.

The Parties to this agreement are:

(1} Transnet SOC Ltd (Transnet), a State Owned Company and the procurer of the services,
(Registration Number 1990/000900/30); together with

(2) McKinsey Incorporated (the Supplier), (Registration Number 1995/002398/10) and the
other members of the consortium, namely, Regiments Capital (refer to 1.5), Advanced
Rai! Technologies, Nedbank Capital and Utho Capital.

Transnet wishes to contract with the Supplier for the provision of the Services as outlined in clause
3.3 below, which, if mutually agreed by the Parties, will be documented and effected in accordance
with a 9 (nine) month Agreement between the Parties. It is agreed that the Supplier will play the fead
role and take overall responsibility for the entire Mandate. This condition also applies to services

specified in 1.5 and 1.6 herein.

The Parties are desirous of successfully concluding negotiations and thereafter executing a contract
(the Agreement) to enable the Supplier to provide the Services detailed in section 3.3 helow in a

timely manner.

The Parties have identified the Services which Transnet would wish the Supplier to provide in the
interim while execution of an Agreement between the Parties is being finalised. Conditions of this

requirement are specified in sections 2 and 3 below.

The purpose of this Letter of Intent (LOT) is to document the intention of the Parties in respect of the
required Services for the provision of Advisory Services related to the Acquisition of the 1

LOf Reference No: GSM 12/05/0447 M C
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" - Letter of Intent between Transnet and McKinsey Incorporated far the provislon of Advisory Services related to the Acquisition of
1064 Locomotives Tender

Locomotives Tender and it will remain in effect until the Agreement is signed by both Parties, or
untit 90 (ninety) days have elapsed from date of issue of this LOI, whichever event should accur first.

NOW THEREFORE IT IS AGREED

1. Conditions Precedent

With reference to the Supplier's offer (07 June 2012), Transnet wishes to finalise pricing, the
details of the Service to be provided and other matters in order to conclude the Agreement with
the Supplier. In the interim, the under-mentioned conditions precedent will apply:

1.1 The Parties agree to work towards concluding the Agreement for the provision of
Advisory Services related to the Acquisition of the 1064 Locomotives Tender,
over a period of 9 (nine) months, commendng 15 January 2013 and expiring 15
October 2013 (or sooner if completed). Please note that contract timeline may be for a
fonger period, at no extra cost to Transnet if the deliverables are not executed for
whatever reason as this engagement is output based, as opposed to time based.

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 that the Supplier commences the
provision of such Services as required, during which period the detailed Agreement will
be negotiated and finalised between the Parties.

1.3 During this interim period Transnet wishes to gain an enhanced degree of comfort in
terms of provision of the Services and would wish to reflect such in the Agreement in the
form of a Service Level Agreement agreed by the Parties.

14 Transnet will discuss with the Supplier and agree the terms and conditions of the
Agreement,

1.5  The Supplier agrees to partner with Regiments Capital, for the procurement and supplier
development elements of this project.

1.6  The Supplier agrees to relinquish all legal services to Webber Wentzel {WwW}, a firm that
was not part of the original consortium but appointed by Transnet for the delivery of legal
services. Notwithstanding the appaintment of WW by Transnet, the Supplier will oversee
all work and deliverables supplied by WW and manage the deliverables of the entire
Transaction Advisory services in an integrated manner.

LOI Reference Na; GSM 12/05/0447 ) f ..._/
M g
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Letter of Intent between Transnet and McKinsey Incorporated for the provision of Advisory Services related to the Acquisition of
1064 Locomotives Tender

2.  Interim Service Requirement

2.1. The Supplier agrees to promptly commence with the provision of the Services as detailed
in section 3.3 below, after this LOI's confirmation date, and in compliance with Transnet's
interim purchase order.,

2,2. Shouid negotiations between the Parties break down for any reascn, the Supplier may
immediately invoice Transnet Group Flnance for all reasonable, actual costs incurred
up until that date and such amount shall become due and payable by Transnet against
presentation to Transnet of an undisputed Tax Invoice.

3. Contract Fees and Deliverables (inclusive of 2.1 above)
The proposed fees for the Services to be rendered, which the Parties in the interim accept, are
understood by bath Parties (subject to signing of the Agreement) and are as tabled in Annexure
A hereto.
3.1. Fees and related costs are quoted in South African currency and are exclusive of Value-

Added Tax (VAT). Expenses will be capped at 10% of the value of the engagement for
the Supplier and its sub-contractors and billed on an actual basis capped at R35,2 mitlion

fr

excluding disbursements,

3.2. Paymaent will be effected by Transnet, against presentation by the Supplier of undisputed
Tax Involces, within 30 (thirty) days from date of month-end statement for deliverables
effected during that month.

3.3. Key deliverables and project timescales.
The key project deliverables for a period of 9 (nine) months are for the provision of
Advisory Services refated to the Acquisition of the 1064 Lacomotives Tender.
Please note that contract timeline maybe for a longer period, at no extra cost to Transnet
If the deliverables are not executed for whatever reason as this engagement is output
based, as opposed to time based.
The objective is to award the loco tender by the end of the third quarter of the
calendar year 2013 on the back of
» arobust and de-risked business case that is fully supported and approved by the
Board and the Sharehofder
» afully capacitated and flawless transaction process
» acommercial negotiation that maximises the value delivered to Transnet and
South Africa.
The deliverables are covered in detail in annexure B, and include;

* Developing and augmenting the business case for the approval of the
locomotives by the Transnet Board of Directors and Department of
Public Enterprises;

LOT Reference No: GSM 12/05/0447 /(
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Letter of Intent between Transnet and McKinsey Incorporated for the provision of Advisory Services related to the Acquisition of
1064 Locomotives Tender :

* TFR GFB 7 year end to end business case understanding impact of the
following based on validated volume expectations:
o Wagons
o locomotives
o Infrastructure
o Optimisation
o Profitability of each sector- link into efficiencies and capacity
o Clear capital volume link;
Any work done in refation to the above is to be carried forward and used
as part of the SWAT team’s project.
* Procurement and Legal — Supplier Development and Localisation
strategy: -
o Design and Setting up tendering process in line with requirements
applicable to State-owned-companies (SOCs)

o Reguest for proposal documentation;
o Supplier evaluation criteria
o Request for Information / Quotation documentation
o Short listed selection of bidders based on criteria
o Template contract for awarding of the tender
o Negotiation fact packs and capability building
o Claims procedure and OEM management approach post award
o creation of a loco industry in South Africa
o Integrate this into the transaction and commercial process
o Execution of transaction process (RFP, process orchestration, adjudication
capacity)
o Dewvelop contracting strategy for programmatic approach;
* Technicai/Operations:

o Reduce loco fifecycle costs through technical (specifications) and
commercial lever optimisation with short-listed suppliers

o Technical evaluation levers and estimated vaiue

o Optimisation approach for joint value optimisation between Transnet and
the selected suppliers

o Improved outcome through value engineering with shortlisted suppliers -
optimising for main objectives of procurement strategy (e.g., highest local
content at best value for money);

LOI Reference No: GSM 12/05/0447
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* Letter of Intent between Transnet and McKinsey Incorporated for the pravision of Advisary Services related to the Acquisition of
1064 Locomotives Tender

+ Financial:
o Developing finance and funding options
¢ Develop deal structure (financing, hedging and de-risking options);
¢ Project Management Office:
o Proactive stakeholder engagement throughout pracess to ensure ali are
granted on time {e.g. PFMA)
o Manage overall process to ensure all parts come together
o Provide oversight of legal aspects from a project management
perspective.
4, Miscellaneous
4.1. Neither Party shall reveal the content of this LOI or anything disclosed to the other 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 Ffacilitate pragression of the

startup procedures.

4.2. This LOI may only be amended or modified in writing by the authorised signatories of the
LOI.

Thus duly sighed at .....=%% ..o , South Africa on this ....2........... day of

Pesetee 20:%.. on behalf of;

L Tr PR R P PP ITY

Transnet SOC Ltd WITNESSES

1 lllllll kngumn LI LRI T IE Y I PP

-“%Sfb-_i-n \ ) S - o

N
TN
NAME: Anaj Singh
Designation: Group Chief Financial Officer

LOI Reference No: GSM 12/05/0447 M/
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Letter of Intent between Transnet and McKinsey Incorporated for the provision of Advisory Services related to the Acquisition of

1064 Locomotives Tender
Thus duly signed at ...... ﬁ?.\}:%!’.\..'!%?.‘f'.f".‘.ﬁf) ....... , South Africa on this 04 .. day of
‘)m‘*“!"’f 20.Z. on behalf of;
Mcl(i Incorporated WITNESSES

-
e,
N e

t\ //

N:y t Michael Kloss
Designation: Drrector
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e Letter of Intent between Transnet and McKinsey Incorporated for the provision of Advisory Services refated to the Acquisition of
1064 Locomotives Tender

ANNEXURE A —FEES/COSTS

Deliverables must be executed for a fee of R35.2m as per the fee note below. Any overrun in terms of
time will not be for the account of Transnet as the engagement is output based and not time based.
Mckinsey will take overall responsibllity for the deliverables and quality of the end products. Expenses
will be capped at 10% of the value of the engagement for the Supplier and Its sub-contractors and

hilted on an actual basis:

d NafUtho .
Contactng strategy R eg‘:nents Burlington Eém
Business case valdation Mk RE.6m
Technical evaluation and exection M + ART R13.5m
PMO, integration and stakehalder management Regiments/Bufingten + MoK R7.€m
Total Loco R35.2m
™
LOI Reference No: GSM 12/65/0447 /
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A " e Letter of Intent between Transnet and McKinsey Incorporated for the provision of Advisory Services related to the Acquisition of
1064 Locomotives Tender

ANNEXURE C: PREREQUISITES

People required from Transnet

« 1 fulf time project manager from Group Legal for 26 weeks
planning/projects), business planning

« 1 full time TFR procurement specialist to own the procurement
process for 26 weeks

« Ad hoc time from Group finance {treasury), procuremerit;

» 2 workstream leads (1 diesel and one electric)- full time for 10
weeks and then as needed for adjudication; they will drive
technical evaluation and optimisation; from TFR

* 1 planning/ GFB business case fead full time for 16 weels full

time; from TFR
* 1 fleet planning specialist full time for 16 weeks: from TFR

* 1 fuil time PMO lead full time for 26 weeks; tracks critical path
activities, prepares templatesfreporting and action; TFR or
Group

LOT Reference No: GSM 12/05/0447 4
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Mathane Makgatho Corporate JHB

From: Anoj Singh Corporate JHB
Sent: 03 February 2014 07:58 AM

To: Mathane Makgatho Corporate JHB
Subject: Re: Financing 1064 loco's

Thx for the note.
Also good to see that there are good options for us to consider.
Please don't contact any suppliers at this stage.

Also let’s discuss the above + regiments issues when we next meet.

Thx

A

From: Mathane Makgatho Corporate JHB
Sent: Friday, January 31, 2014 10:55 AM
To: Anoj Singh Corporate JHB

Subject: Financing 1064 loco's

Dear Anoj

| trust that all is well with you.

['was invited to join the 1064 team for contract negotiations prep work. | reviewed about 75 percent of documents submitted
and will finish the rest next week. | would appreciate your guidance on the following matters:

1. Most of the respondents have good financing options that we shouid consider, but it became very clear to me that we
will not be able to make proper decisions without engaging with respondents directly as some of the points are
negotiable. ! therefore request permission to discuss directly with preferred bidder’s funding partners so that we can
discuss face to face ond hopefully agree on a solution that is acceptable to both parties.

2. Our engagement with Regiments - | am not sure how to engage with Regiments on this project given the fact you
mentioned during our 15 Jan call that | should not worry about the terms of reference as they are not relevant and
should not link the deliverables/output to the budget. | understand your point that they are your advisors and not
mine and they are merely advising you through me but without a clear understanding of how our relationship with
Regiments Capital is governed and how expected deliverables are supposed to be managed and measured against the
TOR, timelines and budget ~ this makes my job extremely difficult. f will appreciate clarity on their mandate so that we

can proceed smoothiy.

Kind regards
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Makgatho

Mathane Makgatho Corporate JHB <Mathane.Makgatho@transnet.nets

From:

Sent: 04 August 2014 02:34 PM

To: Dorothy Kobe  Transnet Corporate  JHB; makgathom®telkomsa.net
Subject: FW: Regiments and CDB

Attachments: BEDING-1-63207-v2A-CDB Transnet - Termsheet.doc; BEUING-1-63207-vATT-

CDB Transnet - Termsheet.doc

——0Original Message———

From: Mathane Makgatho Corporate JHB

Sent: Monday, August 4, 2014 2:33 PM

To: Brian Molefe Transnet Corp; Anoj Singh Corporate JHB

Subject: Regiments and CDB

Dear Brian and Anoj,

I refer to the email below from China Development Bank to Regiments Capital about the
proposed facility te finance the CNR and CSR locomotives.

Transnet Group Treasury has been negotiating with CDB since April 2014 regarding the
terms and conditions of the facility. This was followed by meetings in Johannesburg
and Beijing under the leadership of the GCFO. As part of the normal assessment of a
new funding facility, the Treasury team has and is comparing the current terms and

conditions with similar facilities.

I would like to seeck clarity about the role of Regiments in this matter at this point
of the negotiations and what Transnet Treasury’ s role should be given direct
communication of Regiments with CDRB.

Your guidance will be appreciated.
Kind regards,

Mathane Makgatho
Group Treasurer
Transnet SOC Ltd
+27 (0)11 308 2613
+27 (0)83 270 7651
+27 (0)11 308 2699
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———Driginal Message———- .

From: #%5& [mailto:lian guan@cdb. cn]

Sent: Monday, August 4, 2014 11:37 AM

To: g

Ce: Anoj Singh Corporate JHB; Mathane Makgatho Corporate JHB: #3%: WRE: TE: E
i, ERIE, IR, HIRE; wE

Subject: second edition of draft term sheet—CDB

Dear Eric:
According to your feedback and our internal research and discussion, we made further

adjustment to the term sheet about proposed CDB loan Facility to Transnet and the
second edition of draft term sheet is attached. Your positive response would be highly

appreciated. Thank you very much.

best regards






MEM-078

August 2014 September 2014
1 3 Aug ust 20 1 4 SuMo TuWe Th Fr Sa SuMo TuWe Th Fr Sa
35456788 74 3m1ee
‘ : 1011 12
Wednesday 0111213141516 1415 16 17 18 19 20
17 18 19 20 21 22 23 21 22 23 24 25 26 27
24 25 26 27 28 29 30 28 29 30
31
WEDNESDAY Notes e -
13
o7
B - - —— At
08 __.._——!w"'s‘”?? u
Wb
09 ;
| Pl >0
]”?TF WITHMRANOJSINGH T i
'! 49TH FLOOR U
11 | Brian Molefe Transnet Corp ' .
-.'.'i".!--‘-'u 3 b T o v oL Y, FIWTLTT T T R VR AT ""'—’-"-"—w".r-'-‘!
| GS/Transnet meeting: exim wrapped hybrid issuance i \ e B .
1 Transnet office Al -~ W""Q
12™ [ Prasad, Anant —
1 =~
Group Finance Committee (All GM's |
01
to present before FINCO) i
Boardroom 4425, 44th Floor Carlton . 7
Centre b . Lo N . . U, -
0z Angj Singh Corporate JHB - FW: Minister'y Engagement with i ?_‘ﬁ,»—/
5% Rating Agengies /L.P’
5 DPE 3rd Flooj Legae Boardroom i
| . - Mzwandile Radebe 4
03 - |
04 —~
Ca mRSE]
//- L
06 s 7

Anoj Singh Corporate JHBE 1 2014/08/12 (62:48 PM






£ 39vd

2 Y=oy
Z %9 bT0ZAL 390png sA 37 4107 Ad -
> fﬁMMMu %0T (E1/21) J@34 Jold SA 3T HT0T Ad -
o oo 9DBIURNIBG Wy 31 $TOZAL JO SSa0x3
e
o T8S 8 YT0Z Ad 196png
W Wb LT €107 Ad —xade) |enjoy
T e «— T9Z 0€ P10Z Ad 31 uonebniw 3sod
W 008 | | SAUUMS 1] -
00C t 002 ¢ 696 T+ ' SOAIIOWO0D0T $90 T -
[8€ (8€ 1/8 €Y SO9AROWOd0| B SselD 00T -
0€2 0£Z Y0E T SOAIJOWO0} £ SS.[D 09 -
suonesbiyw
ST ST uonebiw-aid sjewns3 ysage
jejoy o S T EERp e e e
oW puey t% Py uondunsag
k SALVIWILST 1SIIVT LNIWLSIANI TVLIdVD — LIANSNVIL
JIANSNVYHL

.QﬁM%wvlwli)k4<S






MEM-082

paisnipe X3dvo

NW1Aa uoliw QoSS
gAY uolg TY
d22 /QINY /M YIIM uolig Z o

€2€ 860 L¥S 01- TSS 1€ 8L- 000 000 00% 878 615 S6T I~ 0S69vy LZLT  |S68 €67 00F 8- yase
568 £6Z 00 8- SE6 VLT 80L- ‘000000 00¥ T¥0 069 6€6 Z- CO8TITUY6 T  [22/0VS960 /- Aeniqay
7L 0bS 960 £ 000 000 0S- 000 000 00¥ 089 9€€ 99¢ Z- ETOTESIST C G90 9€/ TET - Asenuer
90 9€£ TEC £- 1SS T€L T12- 000 000 00V S69 8Y/ 85¢ 7- OTE 8P 8SET  [SET 8EL 6TV 9- Jaquiadaq
SETBEL 6TP & C16.94L 69¢€- 000 000 00V |eszoee 118 - LEOSLETPTT  |Z009000SL S~ JaqWIdAON
£00 900 0SZ &~ TL0 €42 BET- 000000 00% 689 898 £84 Z- 8ETSS0Z00Z  |SBE 616 GZZ 5- 1300120
SBE 616 STT §- 020 #00 £8- 000 000 00F 906 05€ L8 Z- SOLLTIT888T  |V9T 789 6/S v- Jaquiaydas
91 289 6/S t~ SE6 bLT 808- 000000 00 €20 0SZ €6V T- STV OLEBGY T  |0E9 £ES 9/T €- 1sndny
0€9 EE9 9/ €- 000 000 00T- 000 000 00t 969 880 ¥0S Z- SIS 8T90I0Z  [0SY £9T €86 - Ang
0S¥ £9T £86 2- 610 v00 8SE- 000 000 00% 66€ 616 079 T- SLPTI860SLT  [80STZZSST Z- aunf
805 127 S51 2- TT6 9LL LLS- 000.000 00t L6T 66L 6TV T- 90T OVE 878 505 586 S8€- AeN
§05 586 S8€- 68S S9Z SZh- 000 000 0S¥ 96€ TST 9pE- 90 096 £89 LSS 825 8Y¥- 1dy-0€ 1dy-1Z

455 8TS 8t~ |6€6 i€ 8- 000 000 002- [ect ¥19 69- 60 birl BIE 6€Z 78T 687- 1dy-0z 1dy-p1

6€C 78T 68~ €L 586 v 000 000 00Z 008 9T1- £SZ 616 ¢92- €56 699 TTP- uer-| Jdy-¢

£56 659 TZH- 852 680 S- 000 000 52 £€p E0E- 695 0SZ £€- 971 £88 #S1- Jdy-g ddy-T

9T {88 bST- 620615212- |0 0S0 TT€ 89Z §- SOT T€6 bl £b8 TT0 185 b 1el-1€ Jel-#2

8 110 186 ¢ T6v 4SS €1ZT- |0 |€88 STZ £§- L6 955 11§ PLT ST OVE § lel-£Z RW-LT

LT STT OVE § 195 /48 ££- o , £88 SBT £5- 900 589 6€ TTL €45 SEV S JR-9F 4en-01

1L ELS SEV S [o {060 000 osT 100 590 Z4~ b6t ZEO 9EH- 90T T£L9 €9L S 1en-6 JBl-€

[90Z 1£9 €92 § 65T £¥9 98- [ ZhT Tt SOE- T8Z 6v5 6v8 9Z€ ££1 90E S ep-Z 9od-2

9TE LLT 90E § ZLE T0E 981- |60% O£S €T [0 88 £18 vt SOF 060 ¥06 qa4-€7 984-61

S0 060 +06 + 000000 0E8 &  |THO b6L £2- 0 £ S6T 61- 665 076 €T S8€ 69T L0T G24-81

p10Z Areniqe g| Je se saaneniul Burpung %001

ue[d ajelodion ayy Jad se XIdVD pue X3dO 7102 Y2IeN L€ papud Jeah jsedsalo) ysed






MEM-084

IVLIdVYI SINIWI9IY

$10Z Atenuef g

JUSWL.INd0.1d 9A110W000]

7901 J10J AI0SIApY uonoesues |
JuswIgeUR STy pue Suisiey [eaden
10] 90U3.19J0Y JO SULI3 |, ~ J9USUR ],



MEM-085

Z apije IV1IdVD SLINIWIOIY

"uoasayy Aj4 01 1431 ou BARY Jleys sIasIAPE [eUOISSaL0.d UDIYM pue jepdtew SIY) 03 Bupejal sienew
Ul PIAJOAUL 3.8 OUM SIBSIADE [BUOISSBJ0Id UMO J3Y3 3dB0XS U0sIad Aue 03 3SIMIAYIO JO 01313y} uonefds Ul syusunSay Aq apew suoneuejdxs
10 sjusWBe)S ‘suoneIuasa.dal WO JO [eLIRIEW SYY WO P3UIRIGO LORRWLIOU] B3 1o [elI23RUI SIUY] 0 SSB008 MOjje 0] 10U S93J3e JBusuel )

Anlepuapyuoy

"S){NS3J 3UNIN{ JO BAEIIPU) AjleSSaIdU
jou si sduewnopad 1seq ad1j0u INOYUM 3Sueyd oy 1algns aie pue |euslew sy} o 21ep 3y jo se dwadpn{ soyne ayy NUISUOD
passaidxe suoluido pue sajewise ‘suoiduwnssy ‘OSIMIBYI0 Jo Ojal9Yyl uoneas ul spew suoneuejdxs Jo syuswelels ‘suoiejussasdal
PUE 1ausuel] 0} |eusjew sy 03 ss322e Jo Sunuesd syl yum UORIBUUOD ) 10 JO IO Buisie Aem Aue ul ‘0}iBY) Bunejas (sesuadxs
|e33] Buipnpoul) sasusdxe pue saSewep ‘s3ss0j jle pue {Aued pay: e Jo Jausues) Ag Jayraym) syuawiday suieSe pauaiealy: 4o 1y3nouq
swiej2 pue sBuipsddoud ‘suoioe |je JsuleSe SS3|WJey syuawiday spjoy pue ssyjuwapul 9I0jaJ3Y) J3UsSURI] "SI UMO SY e A]2IIUD OS SA0p
U ‘uonewJoyut 18Y30 10 uoneue|dxa Jo JuUIWSEIS ‘uoneuasasdas yons Aue o [euRjewWw SIy) uodn Aja1 01 saysim 1ausued) ) “jeisarew Sy 03
PapJojje ssadoe uodn Juanbasuod asimiaylo s) yaIym Jo 0l2iayl uonejas ul spew spuswiiday wouy pauleiqo uonewiIogul 53y30 10 uopeuedxa
10 Juswoajers ‘uonieruasaidas Aue uodn so jeuszew Sly} uodn aoueyjas sisusues) Aq pasnes s YoIym ainjeu JIsas051EYM JO asuadxs
10 a5ewep ‘sso| Aue 1oy Ijqey 9 j0U 2I0jRIBY) ||BeYS S1uswISay 'uonoesuen] Aue Buipsedas uoispap Juspuadapur ue Supjew jo aiqeded s
Avedialunoo ayz 1ey) pue suoipesue §53UISNQ JO )51 pue syBW a3yl Bunenjeaa Apuapuadapui jo ajgedes pue paieansiydos sy Auediayunos
oes leyl uondwinsse ayl uo pue siseq Y18ua| s,wie ue uo saipedsazunod Yum ssaulsnq sypesuery sjusungdsy -sasodind s, Jausuel|
0} JuBPIYNns Ajressatau 4o a3ejdwod ‘areindae ST M 1ey3 juestem Jo Juasaidas Jou seop swawigday nq ‘Joausy aep ayy JO se ajge|as

SJ3PISU0I suBWIERY Jeyl uonewosu; uodn paseq si [elJa1ew sy (. Swawiday,) p11 (A1d) jeude) syuswiSay Aq pasedasd sem jealew sy
AraenasaBios Buseayep , .

A

JIaWIedsi(q




MEM-086

TYLIdYD

SLNIWIDIY

— —

SIsataul Jo Wwawugie 1sag Joy 23} aouewsopiad m.,u,mmmq:_mmuh >_£ro&,_vmx¢ 1Sapow e uo paseq sl aimanns 33y angp

1]

%.JIILI‘ T T T e — >

Ajduipioaoe 1depe pue $59304d Juawasndoxd ayy yum ['E39A0P 35nW Ing syyuow zT ueds jm dgeIsw] 1efoiy

. = = - o i
——rr =
“ .-_1'-1

Juawage U YSiY pue Suisy

U0 BUISSNo0} Swieau)s YoM Jusues 1-S3uawn3ay Juiof aAy Jo Juninossy sleldosdde yum paznsse 9q |{1m Ss32INg

ey fended Juawssassy [e4a3e)10) ‘salpnis peduy ncmsmmmcmﬁ awwesso. 4

—_

wawseuew ysu JiweuAp pue Suistes

lendes sunpoddo ‘ssasosd Juswainiosd Ul Yim uonIeI8ajuy SSI|Weas aunsuS j|Im JuawasSeuews swwesdosd painonng

ifiﬂi e Ty | T ——— = T —
; Cane |1noexa pue ansind o) sanusae a1eudosdde

150W 341 J0 UOIIIBIBS BY) 3]qRUS |)IM SLISILRYIBUL puE $a2.nos‘duipuny jenualod |je jo uopenjess anisuayasdwod y

—l

: s pue 1502 Suipuny. u3aMIag FduEieq TN BU) JONIBP [[im SAL(IBAO Xs11
ajesedss ul Jo/pue saunyonns 3uipuny quswaage uosinboe ayy uy PSPPaqwa uoiin|os juawaSeuew ysu |lewndo ayj

.l pajoeal pue paynuenb ‘paynusp

818 SYSI JUBAD[D |jE JRY) 3UNSUS ||IM UoRdeSURS 3Y) 0] omatesy Juawageuew ysu sodeud 159q e Jo uonedljdde ay .

i) o e
3 =

§0 uonesjwido pue Sulpuny Axeucissasuod §o Supinos 3|qeu3 ||Im [3A3)] Juauodwos 3y)

a1ndnns Supueuy ayy
01 UMOP 1UBWISSASSE |RIFIE}I0)

_ = e L ——— = .ol .«....I.m.ﬂ.ﬂll... — e
il it ‘sagejueape quu_u.._m_wwmmacgnm
21npni3s Suwpuny apiaoad Hm uonisinbae ayy jo edwi Aupiqeuressns pue |e120s 1uoucds ayy jo uonenjeas pajelap v

S

s — . =

:emw~ww1¢um,mm>_uoﬁomo_ 90T 33 10} uopn|os Ysu

|eidueuy pue ‘1s03 Buipuny ‘aunPnags Suipuny jewndo ayy Jaayap M uia1ay padoas ajepuew Aiosiape uonoesues 3yl

A1qe0lea 3yBimay Bupeapep
kh

JEvSNL 921AI9S ALOSIADY UOOBSUEL ] JUSWSTRURY XSTY pue sursiey rede

SULI83I0

J




MEM-087

P ophs

VLIV SINIWIOTY

SIAILOINOD01
¥90T 3HL 40 ONIDONVNI4 JHL Y04 NOILLNTOS NSIY TYIINVNIS
ANV ‘LSOJ SNIANNA ‘ONIANNS TYWILIO FHL ¥IAIT3Q
TIIM NI3¥3H d3d0JS ILVANYIW AYOSIAQY NOLLDVSNVYL JHL

— Aigetpes wiBiesy Bupsaep

JENSNEL

SULIdYQ 931ATHG
A10SIAPY UOIIDBSURAY, JUSWDSLURIA STy pue Sursiey [ejden



MEM-088

VLY SINTWIOTY |

‘2ININIYS m_:_u_c_...a pue _wm&._..__ pUNy U108 a0

: 10q anoid pue uﬁﬂ_m&_u Buipuny |
243 ajedjadde |jim 1oeduw 19losd ayj jo uoRejuawndop pue sishjeue SAIdR0Id |

|

"S3IWOU0ID
JUBJ3YIP Sy3 usamiag uonesadood Jsyuny Joy [ennusyod 3yl pue uie8 Auaiys sy ssassy

_ ‘uonesdajui jeuoi8al uo s3oaload Jepiuns
WoJj s3ySisul pue sisAjeue uoissaiSay ‘sonsniels apen |euonieu pue jeuoi8as Suisn (ssanowoao)

uonesdajuy
M3u 3t} Jo Ssh Byl wouy Jjausq Jeyl seuIUNoI 1330 Aue pue esuyy uwlayInos uy sauNod Jeuoidai 0y
JUaJajip ay3 uasmiag apeuy) apesy jeuoigal-enul ay) uo uoyisinboe 3U1 jo edwi ay) sunwexy - uonnqLuo)
"S8AROW0d0] wiapow Suitamod
(939 AndLse ‘|asalp '83) seounos ASisua UBIalIp 3Ys Jo edw [ejuswiuosiAug By aiedwony -
"SSAIOWOJ0| MBU 3Y3 wl pasn ASojouyday 943 J0 edw |eluswWUONAUL By} lenjeny -
"SSAIJOW0I0] MBU 33 JO UO)IRIGIA pUR BSI0U ‘uoissiws woqued Byl WIS - updiooy
"PRIUSWINI0D pue Passasse aq [|IM JUSWUOIIAUS 33 uo edwi s 309foid sy uoque)
“JUBIUOD 30| ncm.ucmE_ae,,_@Su Jaiiddns 03 123foud siy1 jo uonnquiuod ay: Ajnuenp -
_ - 51003 JUeAS[S) 19Yl0 pue ,Xulew Sununoaoe
|ewos, Juisn 103fosd siyy Aq peressn sqof 39911pul pue Panyp Jo Bquinu ay) suuaqg - -
_ ‘Anjenbau salpn3s yoedw)
Swodu} Sussaippe pue uonela)|e Auanod uo uopsinboe 9y} Jo Joedw ayy pueisispun - Jlouold
sisAjeue ssa1diynw Buisn yimoss d@5 uo 1edw; efoid auy; aulwideq - -0120§

y ArgerosyBros Bupayep
ks_‘ Sasejues

prome— Joedwl Ajjiqeureisns pue juswidolosap oy Jo Suipuess

Pe 1500 suipuny apiaoad jpm uonisinboe ayy jo

fopun Jadoud v




MEM-089

YLdVI SINIWIDIY

'S21N30N13s Suipuny 193 ded 4o jels
Mdeq

uedyiusis spiaiA AjjeaidAy Supueuy

5

19 [BUONUSAUOD J3A0 S}yaURY
INIX3/v23 pue Supueuly sopuap

"|043u02 pue diysiaumo jasse o1 Padsad
Yam Adijod 19usuel) jo Ix=3u0d 943 uiyuMm Fuloueuly jo 1500 pue Joedu }99ys
aoueleq asiwpdo o] J9pJo ut paundas aq ued auodwod/iasse moy ajednsanu| -
‘|9A3)
Jusuodwo e je 1955 ay) pue 3asse [e303 aY) jo aesn pue ajpAs ay| ajelisenu; -

JudwIssasse
Aunoas jesage|jo)

‘paindaxa
pue pansind aq 63 suopepuawLLoIa. ay129ds yum sishjeue pajerap e ussald -
'$311IUNOD B40W IO OM] WOIY PROINDS S| SINJEDy
aduBULIOLEd BWEs 3yl YUM Hed SAI30W0I0| BWES 31 u8YMm JUBA3 BY] Ul |eap
1599 a3 1340 1y 324n0s Byl Ajuapt pue 1ausuel) Joy slijouaq ay) asedwiony -
‘9JukUY JOpUBA JO WO} 8yl U] Buipuny AJeuoissaduod jo Aljigqissod Y] ssassy -
"salouade/spuny uonjowoid
luawisaaut pue sapuade 1pald podxa se Yyasns sapuage wouy syuauodwod
253y} BuiAjddns saLunod a3y ul Suipuny AJeuoissasuod Jo Aljiqissod ayy ssassy -
R ‘paJdinboe ag 03
$3A110W000| 3y3 4o sjuauodwod Jofew ayi Jo uiglio JO S3LIUNDD 3Y) aulwILleq -
_ :8uldpueuyy Jopusa
pue sapuase 1paJd podxe woyy 8uipuny Aseuoissasuos Joy Aypqissod ay) ssassy

juswissasse
j12A3) Jusuodwo)

i hgeyes B Buesyep
L@@

JSEANSNYHL

2INION.NIS

guueuy at Jo uonesiwizdo pue surpunj A1eUoISSadU0s Jo Sup.anos
9[YEUD [[IM [DAS] JUBUOUWOI 513 03 UMOD JUIWISSISSP [e1a3e[[0)




MEM-090

...........................................................

............................................................................

IVAIdYD SIN3IWIOIN

"P31N29X3 pue pajielap aq |jim
Im Budueuyy 1sod pue uoiysinboe 3s0d 199Ys Jouejeq ay

" XBl pue ‘sjueusaod ‘uoial psunl ‘uonyesysigal

‘byv 43301 ‘Sunelodioouy 514 Asoyengau pue [e83] [je J0 awssasse SAIsuayaidwon e sjiejua siy)

.......................

3sK Alojen8aq
pue jeSaq

.ymn..mE Jl3awound9 dujydie-1aA0 ue AQ UBALIP sI ysu Yoes pue
sannuenb Jo |ng ayy u SISALIP YsH Jo sisAjeue pajieyap e SI'BIUS SIY] ")s1 uonelessas aredniw pue
1500 pa)e|eass 121pasd Ajsiesnaoe alow o) [9POW UONe|eI$3 150D UBALIP JIWOU0I0LIRW B dojanaqg

..........................

juswaeuew
3su uonejedsy

‘suoliejngas pue sme ‘sajod yum asueydwos pue Suipoday 9AIIBYYB S9Aj0AU] — Baue)jdwor)
"P1€0q BY) pue ssaniwwod ‘|auuosiad aeudoidde 0} J03.9Y3 uoneujwassip snoawiy ayy pue ejep
d|qel|as uodn paseq suodas Juswogeurw s1elrdoidde jo uoponpoud 343 sanjoAu| — Bupoday Asiy

Ino parued AjlaAidaye aue sasuodsal ¥Si Jey] aJinsua

0} pajuawajduwi pue paysijqelsa sainpasoid Pue safdjjod 03 8ousI3YpE BY] SIAJOAU| — 1043U0) ysIy

' sasuodsal xsu

01 91qeIngLe SduBWIOMSd JO JUSWSINSEIW J1JeLIIISAS BY1 SSA|OAU| — JuBWIBINSES A 2dUBUIIOMY
uodn payiodal ase suondaoxs pue anadde

sl 1sujede pajenjeaa ase sainsodxa sl Agasaym ssedoad ansiu EYO3W e sanjoAau| — Buoluop ysiy
pajuswajdw aq 03 s/uoioesues) 3O 821043 a3 ‘pasnbau §1 ‘pue aunsodxa

ASH Jueas|as sy 1dadoe Jo ‘aseys ‘aanpau ‘proae 01 12Ylaym uolsidap ay3 saajonu) — asuodsay ysiy

" sainsodxa ysu |epueuyy Pa}1Iuap| |je Jo uoneaynuenb Jnewa)sis 91 SOAJOAUI - JUBLLISSISSY YSIY
'01 pasodxa 3¢
Allenualod pjnod susuey 1 JBY1 SHSI [eIDURUY [je JO 35I| pajie1ap e sessedwoaus — uonieaynuap| ysiy

“m>>0=ou— se peasynn 9q Ifim v_._O..SwEm._u_ JUauIssasse S
Appnios syBiogy Bupaeayep
wla

paljauenb ‘paynuapl sae sysu JUBAd]D. [[E 3ely] 0InSUI
ARMENVML : o v K.
, Sl LI OMBWEL JUD WIS IR NS Ligo1oe.1d 1594 € JO

Jugwissasse
}SU |epueuly

paroea) pue
[[IM uotjdesuey
tonesirdde sy y,




MEM-091

3 apys

sdems a3e. 1s3493U]|
sdems
Adua.und ssou)

sa3pay 3__8&8_,8 _

IYLIdVYD SINIWIO3

w . 3eJ 15349u)

pyjulAyipowwo)
21k 153431U1

i payulj Aouaiin)
. ajeu

1S9493U] paYUI| Xapu|

L

:JUdwWIBe :JudLddISe
:SAej41an0 ysi Sutpuny ayy ul uonisinbe ayy u
9jeiedas uj suonnjos pappagqw suoinjos pappaquw suonnjos

..y.- - -ﬂ-

saljjeuad Asanlpg .
SUOIIR|RISD PaxXl{
NUd YyzZ paxt4 .

‘Ajlewndo sainsodxa ysu |EIdUBUlS 0] suoiINjos 91e20| puk
9sAjeue ||im oM ‘Wea] JUSWaINI0.Y 943 Yum uoileioqe}joa asojd uj Suijiopn

A1qenea yBron Bupaapep
Ls,_

JANSNYML

Y[SK PUE JS03 SUIPUNY U39MIBY 9OUEB[R] JYSLI oU) J9AT[Op

[1M SABLIDAO 314 81kdedds ul 10/pue sainanngs dutpuny quawaaise
uonjisinboe ayy ur pappaquis UoIIn|os Justagdeueww st fewndo oy,

=i




MEM-092

& onnS

'SI3puny ay) Aq pasies sausnb P33 || 03 Butpuodsal pue aspiaxs S2UaSIHP anp ayy uy dunedpnuey

"siapuny ayy Aq padinbau Juspadasd suonipuod 4o juaw 14104 9y3 w1 Buijedidniey
'Si9puny paisijiioys ayy wouy Suipuny Jo swiuay [BISJ3WW00 ay3 Jo uoneno8au ayy ul Sunedpijey
‘Swnpueiowsw uoiewloyul jo uonesedaid Y1 yum Bupsisse pue SMoys peou u) Suizedidnued

SI4Y pue sd4y/s1epua) pasejas Suisies lended 30 Juswaseuew pue uonesedasd 9Y3 ul Bupsissy -

‘Papinoid aq |im poddns pue JuswaSeuew swwesdosd uonniaxy

UonN33x3 1o} pansind pue padojaasp ag jjm suoiiepusWIWOIay 40 151 Hoys y

T ansy | e
| aoueuy” syue
guueuyy wawdoanaq [euoieuI3 U
JOPUSA jeuoneusdiu pue |e3oy
pue |eaon

‘PI¥EN|BAD Bq {jIM Sa1lluntoddo 3uipuny Jo winJpads [INJ @Y

Argetios syBres; Tupeayop
" oNdvXa pue ans.and o

SonuvAe ajelidoadde 3sow o3 Jo HOII9[9S 913 9]qeud [[im Swstueysaty
ABOEENVMIL PUE 5824108 Suipuny [epusiod ge jo UOLIEN[RAD SAISUsYaIdw0D v




MEM-093

(1 Spis

IVLIAVI SINIWIOTY

(wesy uawaBeuepy ys1y yum as(ey|) 5s9004d snonuuo) Weay Juswaindolyg

Suisted jenden

uunyonng

uonegiw
"$3AI0WO20] o AJBAY3P [iny |1IUN SBUIIRBW M3IASY ysit sepnBay pue Jupoziuow ysu Suod-ug

Juswdojanap ABaiesis uonedinw
YSH puB JUIWISS3SSE KHSII pajIelag

JHomawel) Juawaeurw ysy uSisaq

$31pnis eduwy

JUBWISSISSE {RIDIE)I0D

1 1T o1 6 8 L 9 S 14 3 [4 T

Sywuon

SY} 3G PIN0D SAAIIOWI0] F9OT Y] JO
JUSUWIISEURW HSII

Ayges|es yes) Bupsayep
k’ dlweudp pue Juisied fe3rdes sunyroddo $s930.4d JUsWSIN0.1d a Im
IENSEL UOHBISAUL SSIIULRSS SINSUD [[Im JustiaSeuew swweiSold paJanon.ag




MEM-094

VLYY SINIWIOIY

Aanijap ajessjade
pue s)dojgpeo.

9A|0S3J 0] SUO|SIIDpP el . 8uipjing Ayjigedes snonulIuod
uonnjosal uoidauip 3insua 0} Buueys adpajmouy ,

10} sanss) ajejeasy . J39e0S IPIACI] swejqoud/sanssi jo
09x7 ssa130.d 8uiddoys yuom uonnjos pue 3uyqey .
dnols o1oeq Loday , y9foud uo poday . ss3430.d 193(0ad Jo mairaa pajelaq .

— e

Illl.lll A me_.Nv Q.._me._og

(dyssapear M-18

-

02xX3 dnoig
Arpuony

" - Eama———— —=
L TE

(say ' __o_sumuog
{weay 133(01d) Apream

00X 19usues]

03x3 Aunseauy SUIAJOS WID|0044

Aqeties wltesy Sopenyep
‘., JUDWDSRURWI 3S1I

Stweudp pue Suisied (eyides sunjaoddo ‘ssasoad Juswiaandoad a1 yjim
Eeneewi. UORPIBIIUT SSI]UESS 9INSUS [[IM Jugggogeuetu ouruesrgo.ad painonag




MEM-095

el

<

b 2FIS

wﬁsg 24 03 SWEaNS JIOM 40 Supinosay 1ousuesy

SSIRIIOSSY X7

SIIBI0SSY X

S3IRID0SSY X7

$91BID0SSY X

$3IBDOSSY X7

SJUBYNSUOD) XT

SIUBYNSUO)) XE

SJUBYNSUO) X7

SIUBYNSUOY) XE

SJUBYNSUOY) X7

UBRYNSUOY) JOIUSS
:peaT Weans NJoMm

:pea] Weans HIopm

U NSUO) JOIUDG

JUEYNSUOY) I0IUDS
:pea7] W3S YJoM

JUBYHNSUOD) 10IUDS
:pesT weass yJom

-peaq weans NIoM

UeINSUO)) JoIuaS

Suistey [eade)

uawadeuen ysiy

JUBLUSSISSY
[eia3e)10)

$31pnis weduw)

wawaseuew
awwesdoud

%Ewg ﬁ&s 30 upunosay suawiday

Krqeyes ayBiess Buyszapep
kh,

JANENVEL

sulstey [eyder) JUIWSSISSY [B40
e

U0

{

1E[[0]) "seIpnig 30edw] Juauaseue)y
150.1d U0 SUISSNIO0] SUILSIIS SIOM 19USURL L-siusuui8ay

9AY JO Sufunosas serrdoadde yum PaJInsse aq [[Im $5900ng

V4idVD SINIWIOTY |



MEM-096

&1

apiE

VYD SINTINIOgY

‘10 Aenuer T 03 Jolid pasndas Sujpuny
JUSD31 1S0W s,19uUsuel] JO B1e1 ISDIBIUI BY] JOAO S3ulaes 3y} jo %0¢ 01 jenba 93 uewsojRdy .

pue ‘Aj8uipiodoe 1depe
9foad sjy31 4oy ajqezawiy
4 jo Jauteras Alyyuow y

Pue ssa20.d Juswainzold ayy ym [I€33A0P Isnw Inq syjuow zT ueds |im 1
pa1rsfoud ay) “1oafosd ayy JO uonenp ayy oy pasodoud si oo 0001

. AleerayBag Bupeayp
.ki,_ S1Sa493Ul J0 Jusugife 1594 10§ 99] douewnrojiad e
Prrv—— PUE JoUlEIa.L AJqauow paxy 3sopom e uo Paseq s1 aanjonas 99 ang

+40 3s1IdWOd |)im $33) unQ







MEM-098

_Nm mommaoﬁ_

25 60660DT
2S|606600T
256066001
25|606600T
TS (6066001
25 |6066001
6 |606600T
28 |606600T
29 |606600T
Z5 6086001
2516066001
25| 605600T
25 6066001
TS (6066007
Tm 606600T
75 606500T
€S |606600T
%S |606600T
256066001
€9 5066001
|25|608600T
25|606600T|
786066001

mmoouzxma
£000480a5

.ﬁom_.nvmo TXHL |

£ 20005 0TME
TO02LFI0TXAL

200042%4L |

GETeZiddd {H

gmm.:HEOZOUOR «.mo._” OHBHWHDOUMu_”_mm_UHbmmm %mom“r)n_m

£T0Z ;Bre ! Surppaaus; 52 :
mHow wdun manDmmzm : mmmE mamnm mmmmmcgmﬁ gow mo mH ~B86 " :__. wmm m.

¥0SIAQY onhucwzcma moaHmmou oa:mmz 031 5304 £250£0005T

OECOES - ﬁQHHﬁUQH.Ht. YT Hm.ﬂu

LTLTEOGOST i
LTLTEOORGT
LTLIE000ET |2
9521£0005T

hHHHmooom#

19651 005T

~09 GET'99L L

<00 ¥96! LESBNE

£102 100 wzHaommzu 97100086 T €702 21" 50 -58 " €66 '9¢9 /7
i 20 <00 L0S BRE £

m.SN mo NN -89° va mmm [

-9F°EEE1609°2
-9 EEE 609 3
-0p* Mmm 6022

:ON [4i 4

ﬂmam.mo.gw
voz 26:82
P102°20° 52

mHom 1Ttz wm BIT'LL0'S

: AT 43 B TA AL B
£10z- Lo- TE[-9L°EzT'ST12'¢E
18T (PT0E: €0 6% ~8LFSED i

00" 840" 00p, %o

ot

nﬁawﬂﬂﬂanﬂo«cﬂmoﬂﬂaﬁmﬂou
£I0Z 21 50|ET02 11° 96 KOZTILTIOL
mﬂo 0tiT0|€1028 6090/ T00TET0Z
mﬂow 60°9T|ET0Z" (0" [£|$T605 10T
TOLGETOZ
TZS0ET0F

£102° hc 62 £10¢" wo Dm gzLoETOC

PYOZ 108z |pZZNFTI0E|
0|¥102310-94 |€0z0BTOZ|
€102 11-pEloEzTE IO
¥ vioe 1083 6TEOTTOZ
PTOZ IO 80(6T160FTI0T
_”nﬂomwmﬂwmwiaﬁmgvﬂun
P10Z° 20" bZ|L2E07T0Z
¢|¥10ziz0 bz cTZarioz
vﬂn_m C0'ET|0ZZNRT0NE
0:v2| LEzorToz
810Z°2Z0°£1|0zZ0kT0Z
Lg|vioelzoive | Lzgonios
P10z zZ0" ﬂo_vNNawHON
vHON F A4 bNch.ﬂON
mﬁcw .: aN m._”ow 1T €1 HNH._H.SW

TYI14YD

1| eT0ZEE0 6T 10351 6T |6TE0bLoa|

um_mwmmaqooum
3| T596T1PNOTS
T4 |6TTI6£0025
48 (905165007
| 6222LE0025
94 FTTLSEODTS
6| 1690950025
38| 966LE00CG
HE|65LLEYOOTS
A4 |TTETERO0TS
| BLLSEYDOTS
FH|56E6THOOTS
| E9LLEYO0ZE
3Y(29LLE0025
T9LLEYOGRS
I EETEEROOTS
Ciad|pETEEPDOZS
34| TZLOEPOOTS
ZEIEEYDOZS
B (EZLOERO0TS
< Ed(96TECYO0ZS
S98TEROOCS
96 LEEPODZT
3 |8866060075

5

HOLONYS
SINIWIOAY

04l &poD
CRUTR

||
oo
a
0o
o
oo
o0
o
o N
0 a
o o
o n
80
|2
.6.D
o O
“o D
o O
= =)
o o
R
=]
0
[n]

i

L

Aaro
auren

Kyedwop
IO uay



MEM-099

75 6066001
£5 606600%
75 6066001
2% 6066007
5066001

286066001
26 |606600T
[43 mommae;
26 |6065007T |
ZS 6066001
296065001 |
25 6066001
s _.w@.m%i
Nmimommccﬂ
[4]

]
28|6066007T,
¢S 6066001

| 26|606600%

T0903dXIL
+Z 003 amtins |
mcccwz%mp
13060

ﬁﬁwNmogonw
L05EDRDET
£002£00051 |

Nccmmoowmﬁ

SZEEED00ST
W ESETEGO0GT |1
FZ1ZEDONST
th 0 QMA
ZLECEQOOGT
.mwmhmbammh
20020009 T
BddTAEAs - xy0s taaY [$00FEG00ST
SHATLOWOIOT PSOT - JUYHS ASTHIE0E2E000ST

I TRONODOT - F80T+ - sEd fagas RHOBTAGY | 2002E0005T

DZDM EHmw2mm TANTAAG |CLECEQODST

T0Z, g4y ada 9LSZEROOST |b
vﬁom mmz nz:m 84 200ZE000ST

3 |92EEE0008T |bid

PLOZ B0 E0
RI0E 00
F102°L0° 7T

5102 b0 2
FT0ZLO T
BPTOC LOTFT
qﬂon. i

FI0Z°£0° 18
BIOZ R0 50
broZieg oF
bL0Z"90°0F

Y102 907 0¢€

EOBORTOC

tTipvtoz|;

PLLOPTOZ

22805102
¥10 .wp:mm_vﬁpu¢waw

PTLORIOZ

PILOVIOE|

CI60EOFTOT
| 60%0F 102
0£V0BTOZ

IE 600 08

PTLOPIO0Z
€| £250b 102
S [B0FOFTOZ

ELARE-L ]

ileto movww Livobioz|.
~H¢owdom

0ZIE0VEE ﬂﬁvcvﬂoﬂ_ Hﬁ_OAMviaon

wacm ho vH vaow wo o WHPOqﬁDo 39 €RE/SPO0ES

|
a
L]

emg

2
o
a8

T

3g

< md

au
B

GEBSTYDOZS

BLLLIPOOECS

|BLELIPOOZS

3

.mmﬂmvvboﬂm_

L5 | 9ZIPSP00TS
S EFIERFO0ZS

FZ0ErI00ES
E16PSPOOZS

TIERPEOOZS

7l
a
n

ETOTFFO0ZS
TBLLIYOOZE
GLELIFDOZS
TLLIGHO0ZS
SE6SHFODES
SI5L9¥002S
PTSL3P00ES

]

PETERF002S
SETEPHO0ZS
LEBBFRO0ES

CO000000808 09

9164970025

nacbanapnnaquonduucnaa
0o

ju]

|
|
|

NOLGNYS A3To
SLNIHISRY omen

FOUL oPen Auvedwuosy

R=60DT T6pUDY



J MEM-100

206877757

. P IFP () 199 fmprat s -






MEM-102

JANSNWVHL
arsoq

AjqeyasyyBing Burseayep /

£10Z ‘ni€ AINC

lesodo.d pue uoissnosip :dn MOJ||04
uoipuny Ainsea. ssep-ppiom e Buip|ing

SWL| pJepuels ESLY YINOS WY OT:60 S0/20/£107 PajuLg
Sl prepuels edLyy 1IN0S WY 60:60 S0/20/ST0Z PAUIPOW ey
14vHAa SNDIYOM



MEM-103

oareg .

Printed 2013/07/05 09.10  *S Afrt

Last Modified 2013/07/05 09:09 AM South Africa Standard Time

R

JUSWIBAJOAUI JadXxe pue aimdnis
Wwea} buipnppul syuswabuelte Bupiiom asodo.d -

Juswabeuew bunes Joy suondo Juaayip Buipnpul
‘uawoabebus 1oy @In3onays a9y pesodoud aJeys -

uoissnsIp s,Aepuoiy Jad juswabebua
judwabeuew buney yoom T 10 TT Q

SiSeq jusuissAul uo (doysyiom pue Asains ,
gom ‘smalaiziul) ansoubelp Ainsead | }oM-7 o

:UOIJeSISAU0D s,A_puOly UO paseq uoouny Ainseaus |
10} Joddns Aasunjow pasodoud auyaq -

v,

JANSNWYHL
a1 %q

AgeyaasyBiosy mﬁ.ﬁ_%[/

Aepoj} 10y sandalqo



MEM-104

Printed 2013/07/05 09:10 AM South Africa Standard Time

Last Medified 2013/07/05 09:09 AM South Africa Standard Time

Z 39vd

Aanins aziwoysno
0} awn) spadxa Aunseas) Aasuppp
SAIB |im — ST AN 93ep Mess jeopr

s

1a.1p ‘aueyiely) oydoad g-G x sinoy  « {

pue suelel) sjdoad § x saINUIW 06 « f

(ag.1 syuedpiued jeuoyippe ‘syiodal

(syodai 102u41p

SUON = {

Juswpedap JnoA
ut o9Aojdwi yoes 4oy seNUIW QE-07 -

wea} anoA wousy paiinbai poddng

(Z %oam) (seale sndoy
doj ¢-g Jo uonesnuoud ‘paypuap
seljiunyioddo “6-3) doysiop -

(T dooMm) ssouyeam pue
syibua.is puelsispun 03 diysiopes
Ainseal] yum smainiyul doaq -

(2 '1 >ooMm) (suadxe Assunpp Aq
P3|) sedipeld 1saq [euoijeulsjul pue
si9ad yum uosiiedwod / sishjeuy .

(T ¥am) 3un Aunseau| Joy (sb gg~)
Asnins paseq-saded ‘pabpuqy -

dnsoubelp pide. u sajqeianjaqg

sisAjeue wea| :3HNNOS

‘ h.as_u,.ﬁmzt?m._g_—%/

JANSNVHL
a1veqg

9w} s,wea) JnoA uo uinjal Pinb e sayo
0} d13soubeip )}aam-z ay3 pauljweails SARY M e



MEM-105

Printed 2013/07/05 09:10 AM South Africa Standard Time

Last Modified 2013/07/05 09:09 AM Scuth Africa Standard Time

€ 39vd

sishjeue wes} :374N0S

A ssaiboid Jo Buuojuow ysiiqeIsy «
A sainseaw jo uopejuswaldiul LelS . (SNM £-pn)
s,Apoojy pue uon LIS
dBS 10) j00 L A d"8S 10} (j20x3) 5j003 bune.i-mopeys/idy00 14y Bupes OjuUl [opow WLIOJSURS]  « -a|dun pyeys
sainseaw wes) Juawebeurw bunes ysiqeysy  — pue saunseaw
paYodes £-7 UoResiuNwiLIod Jo uoneledaid pue uopeyussaid Buges soueyug -~ '=3eqg
U0 sndo4 » "“B'@ ‘sainsesuw paynuap Jo uonejuswaldwi 1IeRq
sa.nseau
A A Jo uonenjea (Ayqiseay ‘own “Pedwi) sainseaw szpuoud pue Ienjead Alybnoy .
SaJnseaw ayy Jo pays (papasu)
A A ay} buipsebal sasAjeue oueusds 10y mojje 0} {opow sdueyua/dopRAsp Jayung « (sxoom g~)
Juswiebeueui Bupes jo dmag — soinseaw
anpnas [eydes/olopiod /ABajens ymoub isnlpy  — Anuspy
Sjuswonosdwi [euonessdg  —
SIdM JO uopenoey —
Ve o b3 ‘sdeb 2100 asop/s19AUp 2103 payRUBPI §Saippe 0] saunseaw [epusjod AJUap] -
» 2 saniAnoe painba. Joy dewpeos dojpasp pue sdeb dZUBWWNG
A A Jausuel] 104 003 Bunei-mopeys Isie| e o) Siseq e se (j9axa) [Ppow [epueuy pung . (syeem pr)
A o senjigedeo/dmyes Juswabeuew Buped ssassy - pue m..mmm_m_mu
{uonedunwwed pue sulAioys Buip.iebal 0s[e) »oeqpasy 2100 U0
A A pue ssao0ud Buijel Jusdal 10} uj papuey jeusjew PuB UONeJIUNWWOD MIIADY foustedsuen
A » (3! 3YM,) SasAjeue oueuadS/ANIAISUSS ULIOLDd = a3e.7)
A A sdeb/sIaALp 2103 Anuapl pue sidy Bupes SSASSY -
(sMzam TT)  (Sdoam pT) SOIIAIDR Av)

zuondo T uondo

JANSNVYL

ar=eq

Aige1pes ey Buyeaep /

Hoddns jJuswoabeuew Hune. 1oy suondo z aJ1e auayy q;



MEM-106

Printed 2013/07/05 03:10 AM South Africa Standard Time

Last Madified 2613/07/05 09:09 AM South Africa Standard Time

¥ 39vd sisAeue wesy :354N0S

(eowyy ynos uy swip Jo %0z “Pafoid uo awn Jo o%,0t) Asaniiap afoud jesano 10} @|qisuodsal — ajo1 Jopang uswabebug ¢
Buipiing Ayngedes Joy psbeinoous AiBuons — sueyyely Aq pRUluLISIp 3G 01 T

TTTE T T e e - _Illlllllllllllu

siseq 20y

(1) @epossy paousipadxy -

|epueuly dnots .
:1loddns jeusajuy

Jousuesy
:wea] buppiop juior

zloqed pieyulag .

lebes seyin  «

(4sumQ) ouyiebely aueyiel -
:diysiopea poloiy

‘W aueyle / 0oy -
:P9Iwwo) burieals

Wol) dWN %0 =
:9SII9dXD Adsunpw

|

_ I I
[ ] |
i ouiebyel auelpely Jo | (1) Jobeueyly Juswoabebuy . 1 Pe uo syadxs Aunseal) . :
I uonRaalIp Jepun ‘siseq doy Avedwoy m Aasunydyy 1 (suonoesuen “padxy)
| pe uo papiacid oddns |y “ _ Z)6j213d pineq !
I ! %00T — @91 Jeqwawl i WoJj Yoddns 9%,0e-07 - ,
! SO A0 ! wes) bupes jeuonippy -« ! (oui| MRS 1
: uone.bayur [eydey - ! %00T - ZeuoN = Alosinpy sbuney |
[ Puiuueld %0F —odaysi « | ‘I9pes|) jageq pleyuiag
i I I I
_ ! ! I
i i | |

a_au__u.;_*u_ﬂmw:tuéuwl/
k Hoddns 10oj 0DV mau 3y buibesana| ‘ainypniys ueaj
JANSNWHL. € MOj|0j pinom juawabebus Jusawabeuew Hunes aylL O

qa13oq



MEM-107

Printed 2013/07/05 09:10 AM South Africa Standard Time

Last Modified 2013/07/05 09:09 AM South Africa Standard Time

S F39vd

A3sUndKW :30uN0S

. 1VA pue ($934 Jo 95T AjjenidAy) sasuadxe 9pNIOX3 $393 Apiam T
JUNOJSIP % 9T-TT SANDDYJD uUe S| JUDWISaAUY

onsoubeip yoamz a3 ;;uondo xoam pT
Pue TT 4304 103 yoam 1od uoljiw T TY 40 Sea4

uonew.IojsuRL]

(€107 4o pue Aq z joAa Joy doen uo) € |oA91 33898 - pue L4y Yynog

(ewssyz “6°a) JuswdojeAap asudiaua /S)s JO p1odas Horl] INJSSAVONS = 03 JuauwIuNuod daag
S66T aoujs aduasasd Ainunoo-uy .

ELA L LL L LELL LT R L LT Y e oo rape v sy ..-u!-u...w-u-acu----n--lu.:.-:uac-..-xul:nu---u:n-....-:-uuln:.i-l..-a

suane CXLT T T Humosucesnn waceo

sioquRWw obpajmouwy
wes} Aq pajeuosiadul abueyd jeuoneiwiogsuen panbai toy seysinbaseud sbevews Ydop-ug
djey 03 saueWIaACH pue ABaens ‘uopesiueblo ‘s/g Jousueiy jo Bulpueisiopun deng .

vouwsanEan dHusagycaEEmaY PHMNB AN N ENDCE LN NN ERE S WswanyowEEERES LA I YT WaamusEsamaane

“navunan

$9|qeipunol Q47 ‘Asains Ainsealn/Ty
‘Adnang aunynD ¥spd/INe3 e Yons seapoeld 3539 Uo sAsaIns Ansnpul bupioddng . s1003 opsoubelp
(uopesiunwwod ‘uoneziuebio ‘sainseaw ‘sjoo3) Aejordoud
uswebeuew Sunes uo syuewyousg buipiaosd Asaing Juswsbeueyy Bupeijsny . ‘Seyoecidde Gugey

ABojopoyiaw ¢S 10y [00] ASSUppP Aejpndoad urespiadxe deag
‘saypeoudde juswabeuew buges pue ABojopoyiaw Bunes u aspiadxa dosg -
dido} uy usRdXe dasp yim wesy JoIUdS pedipaq .
pue BuidopAsp wieay ypieasas pajedipeq - eoq nﬂuwu_ﬂc_u
20uaLiadxs JueAdRI LM Wesy jeuonesado |enuajod pue (ousuadxe Pue paysjenb Alybiy
Ansnpui Guges Joud osje) Juswabeuey Buney u; spiadxa Jo dnoib Poledipoap 03 SS90y .
So|uedwWod 33UeINSU PUB SYUBQ S1R1Se B34 |EIIBWLL0D wno._mwpa_ww.mﬂxw
‘sannus 103095 3)gnd ‘suonmypsui bupjueq |essaniun Jofew ‘sayeiodiod B ‘syuawebebus P Bur Inp
[e12A3s woy Alosiapy Ausiwsbeueyy Buney g sousuadxo pafoid Jueaspy . Rey peog

(6uLayyo Pnpoud ou) aandadsiad

Juapuadopui Alny e sey Aesunpp

AlgeyeryBiasy Suasasp /

juswabeuely buney

IANSNWML ul asiuadxa pue sjenuapasn A3sunpw q

Qi oog



MEM-108

9 39vd

(Papsau se ey ynos ]

*3Wil} JO %40E-07) SIAAS|

J0 Juswdopasp Buipiefau
Alie1dodss ‘padxy .

e

URUI Ul SISBY

sajelodio) ueadoiny
10} syjuswabebua
Ai0siApy Buney ul spop -

SUBJ/Uopuo
Ui sdueuy a3es0diod
Pue YR Ul S1esh +0T

(suonpesuer pue Buisiel
[ended) padxa Joiuas «
UopuoT ‘Jadx3g Joluss
Zy1163s3d pineq

[T T e
[
e R

U

(eouyy

LANoS ul 9,0z ‘19foud

0} PayIWItLOD dwi}

40 %0p :09fosd speay)
4010341q Juswabebuy .

R NN EG e B4R SN ROk s DA Ab RNy B es

1055801 31RI00SSY
3ULI0J SoNSNAIS W ayd

(s1e9A +5) Aiosiapy Bupey
Ul Sdusiadxe juesyubis .

21doy uo syueq uesdo.ny
aidiinw paaIss seH .

AsAIng Juswabeuely Buney
‘Aosinpy Buney Assuppiy
40 Jaquiawl diysispes| alo) «
aubojo) “wadxg
I2qeq pieyu.iag

Aqeyes 3y Besg Hupsaagap \

JEANSNYHL

(sonAjeue ayy

S1o311p ‘doysyiom Buuun

‘smainaiul Buonpuod

sAep ¢-7) ansoubep
Anseas) 6upea .

NdE b sEAn MDA P T NONSa R aRND v AR [LCCTITTT) n

soueUid Ul Qyd =

ysu Ainseal| ‘Abajens
Buipun) “uawasbeuew MOy
-USed ‘Y uo snooy dsag .

sieaA ¢ jsed vy spoloxd
pajeral-bupjueq/Nsy +0z -«

(sieaA +7) auy ao1nes
Juswabeuew Ainsess
SASSUDP Jo Jopea .

e GRLLL L LEL LT T TT T T T TR P T TSIyt

aubojo) “Yadxg
9sno) yuelq

A3sunply :3DdNos

Judwabebus
uo 30y

aoudadxa
JueAD|Y

sjusuodwod jJuawabeuew
buneu pue Ainseas) 1oy spadxs uo MeEIp |[IM M






MEM-110

Transnet State—Owned Corporation Limited
CSR Corporation Limited

China Development Bank Corporation

Financing Cooperation Framework Agreement
upon
Locomotive Procurement and Production
Industrial Park Project
(Draft)

Johannesburg, South Africa
28 March, 2013.
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WHEREAS :

This financing framework agreement shall be signed by the following three
parties (collectively referred to as “Three Parties”, and separately referred to

as “One Party” ).

The three Parties include:
1. China Development Bank Corporation ( CDB ), a development financial

institution under the direct leadership of the China State Council and
incorporated under the laws of The People's Republic of China in March, 1994,
Through decades of Development, CDB has made remarkable achievements
in supporting domestic economic development, improving people’s livelihood
and enhancing international business cooperation, and is presently the biggest
development financial institution in the world.

2. Transnet State-Owned Corporation Limited (Transnet), an integrated
freight transportation company including large cargo transportation and fuily
owned by the South African government. Transnet is also responsible for the
construction and management of railway infrastructure in South Africa and
cargo transportation. Its mission is to construct overall fogistics network around
South Africa and to provide integrated, safe and reliable logistics service with
high efficiency, and thereby promote the economic development in South

Africa.
3. CSR Corporation Limited ( CSR ), a large enterprise group engaged in the

research, manufacturing, sales, repair, and lease of rail locomotives,
passenger trains, freight trains, motor train units, city rail subways and the key
parts of the above. CSR also works on the extended industries of rail transit
equipment know-how. CSR is the biggest rail transit equipment maker and

solution provider.

The three parties reach the following agreements through friendly negotiations
and in the principle of equality and mutua! benefit:

| Cooperation background and Purpose

Article 1
South Africa has the most developed railway network among African countries.

However, South Africa has large demand for updating its seriously outdated
locomotives. As South African state-owned entity and the biggest vehicle
operator and manufacturer, Transnet bears the mission of upgrading the whole
traffic rail industry in South Africa. CSR has been attaching great importance to
African market since one decade ago, has paid close attention to South African

2
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railway recovery and expansion investment plan, and has tackled a number of
key technical problems according to South African national and market
conditions. China Development Bank Corporation is working to serve the
national diplomatic strategy, and positively supporting Chinese large-scale
enterprises’ investment in and cooperation with South Africa. The three parties
agree to push forward the upgrading of rail transit equipment by enhancing
cooperation and fully utilizing their advantages for the purpose of creating jobs,
and promoting economic development in South Africa and even Southern

Africa and multilateral benefits.

I Cooperation Principles

Article 2

The three parties will cooperate under this agreement, centered on the
industrial upgrading strategy of South African rail transit equipment, in the
principles of equality, multi-benefits, working step by step, consent of three
parties, led by early planning, based on projects, and taking financing as the

key.

Il Cooperation Contents

Article 3
The procurement and refurbishment of Electrical and/or Diesel locomotives
and fright wagons; the localized research, production, repair, sales and

after-sale service of the parts for the above vehicles;

Article 4
The extended industries of rail transit equipment know-how and relevant

technical service and information consultation;

Article 5
The construction of Industrial parks covering locomotives and freight wagons,
and its upstream-downstream industries and connecting processing,

production, logistics and technology training.

IV Cooperation Amount

Article 6
The first phase of cooperation amount is $5 billion, and CDB wili offer financing

support for the projects under this agreement and within this amount.

V Cooperation Mechanism
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Article 7..
The three parties will set up a joint office, comprised of designated persons

separately from Transnet, CSR and CDBC. The joint office aims at strengthening
information sharing and daily communication.

Article 8
Transnet and CSR are responsible for carrying out the projects and CDB is
responsible for providing financing to projects pursuant to the conditions of CDB’s

credit policy.

Article 9
The ways of financing offered by China Development Bank Corporation include

but not limited to direct loan, syndicated loan and on-iending. The terms of loan
shall be finally determined in the loan facility agreement which include the
borrower, length of maturity, interest rate, withdrawal conditions, etc.

Article 10

in order to enhance mutual understanding and consensus among the three
parties, promote pragmatic cooperation, and cultivate professional talents, the
three parties could launch personnel exchange and training in the fields of
economy, finance, management, and railway rolling-stock industry technology.
The contents, time, expense sharing of personnel exchange and training shall be

decided by the three parties through negotiations.

VI Additional Provisions

Article 11
The three parties shall negotiate in the principles of equality and mutual respect

where important issues and disputes occur.

Article 12
The three parties make commitment to each other that all the information

associated with the other parties in the course of performing this Agreement must
be kept strictly confidential. Without the prior written consent of the parties, the
confidential information shall not disclose to any other party except is required for
disclosure by laws, regulations and national governments and regulatory

authorities of related parties.

Article 13
The agreement only represents the three parties’ cooperation intention and does

not have law binding force to the participation of any party as indicated above in
the agreement in any project. If the related parties agree to cooperate in specific

project, they shall enter into the new agreement.
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Article 14,
This agreement shall be effective as of the date the three parties all sign it. And

the validity is 5 years. Except that any party is willing to terminate this agreement
and notify the rest of the two sides by written notice one month before the expiry
of this agreement, it shall automatically be renewed for successive periods of one

year. The period of validity shall be postponed like this.

Article 15

This agreement shall be In triplicate in the English and Chinese languages, and
the three parties shall keep one copy. In case of divergence, the English text shalt

prevail.
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Signature Page

Agreed by the Partles as witnessed by the duly authorised
representatives of the Parties hereto

Signed for and on behalf of:
Transnet SOC Limited

Name: xxx
Capacity: xx
Date:

Place:

Signed for and on behalf of:
CSR Corporation Limited

Name: xxx
Capacity: xx
Date:

Place:

Signed for and on behalf of:
China Development Bank Corporation

Name: xxx
Capacity: xx
Date:

Place:
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TRANSNETI

Brian Malafe, Group Chief Executhve

Our Ref No: BM/16032

Mr Fu Jianguo

The Vice-President

CSR Corporation Limited

No 16-5 West 4th-Ring Mid Road
Haidian District, Beljing

CHINA

Dear Mr Fu Jianguo

COOPERATION BETWEEN CHINA SOUTH RAIL AND TRANSNET SOC LTD

As agreed In our meeting, Transnet SOC Ltd (“Transnet") would like to confirm that a team
from both Transnet Freight Rail (“TFR”) and Transnet Engineering {"TE”) was formulated to

formaily cooperate with China South Rail Corporation Limited ("CSR").

The Transnet team will meet with the CSR team to identify areas of collaboration between
the two entities and formulate a process to be followed on achieving the agreed goals.

Transnet committee members comprises of Pragassen Pillay (TFR); Johannes Makhusha
(TFR); Ogotlhe Sathekge (TFR); Sugen Govender (TE); Frederik Potgieter (TE); Thoba
Majoka (TE); Zondi Maswanganyi (TE) and Deon Struwig (TE).

We are looking forward to hearing from you.

Kind regards

Brian Molefe
Group Chief Executive

Date: tg. 0.1

Transnet SOC Lid Carfton Centre P.Q. Box 72501

Registration Number 150 Commissionar  Parkviaw, Johannesburg

195¢/000900/30 Stresat South Afrlea, 2122
Johannesburg T+27 11 308 2313
200z F +27 11 308 2315

Directors: ME Miwanazi (Chainman) B Molefe* (Group Chief Exacutive) NK Croubey™ MA Fanucchl Y Forbes HD Gazendam N Moala NR Nishingia TM Sharma www.transnet net

1B Skosama F Tshabalsla OLY A " {Chief Fnancial Officar
£ Tehepe A Singh )

Growp Company Secretary: ANC Caba
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;r:grl:nhg; so:P:‘ Umbn:d '1(“50 Lynette Str, ro Box 15912
on Num! Park East
1990/000900/30 Pretoria Pretoria, 0039 MRANSNST
0186 T+27 12391 1301
F+27 12 391 1342 r
MEMORANDUM
www.transnet.net

TO s Brian Molefe: Group Chief Executive
cc H Richard Vallihu: Chief Executive, TE

Siyabonga Gama: Chlef Executive, TFR
FROM : Thoba Majoka: GM, Marketing & Strategy
DATE - 20 February 2013
SUBJECT : COOPERATION BETWEEN CHINA SOUTH RAILWAYS AND TRANSNET

SOC LIMITED

T — e

1. The purpose of this memorandum is to update and request the Group Chief Executive to
approve the specific areas of cooperation between Transnet SOC Limited and China South
Rail, which were Identified or developed by the committee comprising of delegates from
both Transnet Freight Rai! and Transnet Engineering.

BACKGROUND:

2.  On 12 December 2012, a meeting was convened between Transnet SOC Limited and China
South Rail. In the meeting, it was agreed to establish a committee comprising of delegates
from both Transnet Freight Rail and Transnet Engineering operating divisions to formally
engage China South Rall on the cooperation and also to identify spedfic areas of
cooperation.

3. On 20 February 2013, we communicated the identified and proposed areas of cooperation
by both Transnet Freight Rail and Transnet Engineering, and will engage with CSR for
feedback in due course.

4.  Further to the above, we have commenced drafting the framework Cooperation Agreement
between Transnet SOC Ltd and CSR, and anticipate sharing the draft during the course of
this week,

muiﬂkvnm(ﬂmman) lmlﬂe'cemupmlef&amme) Nltdmr MNA Fanucchl Y Forbes  HOD Gazendam N Moola
mlﬂfslllngl! 1M Sharma 1B Skatana € Tehebalala DL Tshepe A Shagh® (Chief Financial Officer’

-
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DISCUSSION:

5.  Subsequent to the meeting, 2 committee was established and specific areas of cooperation
were identified. The representative of both Transnet Engineering and Transnet Freight Rall
were involved in identifying the areas of cooperation. In identifying such areas of
cooperation, consideration of future business requirements were taken into account.

Listed below are the identified areas per division:-
Transnet Freight Rail

6. Running of Operations:

e China South Rail will share their model of controlling the network and train plan in

order to run an efficient railway;
* Systems and methodologies which are employed by China South Rail for train

planning and operations; and
« China South Rail’s methods of operating or managing the yards to ensure a hlghly

efficient train schedule railway.

7. Management of Safety:

* Sharing of information on Safety Standards between Transnet and China South Rail,

8. Cooperation in People Development:

» look at the introduction of a student exchange pragram between Transnet and
China South Rail which will focus on Engineering (Mechanical, Electrical and

Electronics) and Leadership management,
» China South Rail's Management of the Rail related training institute / Academy,

sharing best practice in competence development for Movement, Operations,
Engineering, Technical and Astisan fields and;

Look at how China South Rall conducts training evaluation, impact analysis methodology and
tools.

Transnet Engineering

9. Supply Chain Synergies:

e Sharing of Information on suppliers of critical components for all Transnet

Engineering products;
s Negotiate better prices through joint procurement of critical spares/ components

and;
* Supply of components by CSR to meet Transnet Engineering’s requirements in

compliance with Transnet’s governance structures.
2

Cooperation between China South Raliways and Transnet )C Limited
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10. Development of foundry capacity in South Africa:

¢ Jointly develop foundry capacity to meet the local needs and;
e  Produce foundry products for both domestic and export market.
» Cooperate in developing a market for these products.

11. Development of new products:

Transnet Engineering and China South Rafl will;
* Jointly design and develop new products for domestic and export market;
* Share the best practice in rolling stock design.

12. Research and development:

Transnet Engineering and China South Rail to:
» Collaborate in Research and development for innovative solutions,
¢ Development of R&D capacity through exchange programs.
¢ Jointly develop new products and solutions for the rail industry.

13. FINANCIAL IMPLICATIONS:
There are currently no financial obligations.
14. RECOMMENDATIONS:

It is recommended that the Group Chief Executive approve the above specific areas of
ccoperation as identified by the committee.

Approved / Not Approved:

[EV LTV PP E TP P T PP s

Brian Molefe
Group Chief Executive
Date:

K A

Cooperation between China South Railways and Transnet SOC Limited
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Transnet SOC Lid Carlton Centre P.0O. Box 72501
Registration 150 Commissioner  Parkview TRANSNET
Number Str. Johannesburg South Africa, 2122
1990/000900/30 2001 T +27 11 308 2600
F +27 11 308 2699
Memo
www.lransnet.net
e e
To : Mr. Brian Molefe, Group Chief Executive

Mr. Anoj Singh, Group Chief Financial Officer

From : Ms Mathane Makgatho, Group Treasurer

FINANCING COOPERATION AGREEMENT IN RESPECT OF
DEVELOPMENT AND UPGRADE OF INFRASTRUCTURE AND EQUIPMENT
AMENDMENT CLAUSE BETWEEN TRANSNET SOC LTD AND CHINA

DEVELOPMENT BANK

L1

SUBJECT

PURPOSE:

1. The purpose of this memo is to request the GCE to approve and sign the English and
Chinese version of the Amendment to the agreement between China Development Bank

and Transnet SOC Ltd.

BACKGROUND:

2. The Financing Cooperation Agreement in respect of development and upgrade of
infrastructure and equipment was entered into between China Development Bank and

Transnet SOC Ltd on the 26" March 2013. The two parties agreed to amend clause 2.7.

MOTIVATION:

3. Further to the Cooperation Agreement the agreed clause has now been amended and
signed by the President of China Development Bank. Please refer to the attached

agreement dated May 2013.

FINANCIAL IMPLICATIONS:

4. There are no financial Implications.

BUDGET IMPLICATIONS:

5. There are no budget implications.
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RECOMMENDATION:

6. It is recommended that the GCE approve and sign the English and the Chinese version of
the amendment to the agreement between China Development Bank and Transnet SOC

Ltd.

Recommended by:

Ms. Mathane Makgatho
Group Treasurer

Date: 4- Jett.of 20/

Recommended/Not Recommended:

Ms. Nkuli Mabandla
Group Executive Legal w0
Date: a |

Recommended/Not Recommended:

Mr. Anoj Singh
Group Chief Financial Officer
Date:

Approved/Not Approved

Brian Molefe
Group Chief Executive
Date:

2
Financing Cooperation Agreement in respect of development and upgrade of infrastructure and equipment Amendment Clau
Transnet SOC Ltd and China Development Bank ¢ between
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CHINA DEVELOPMENT BANK CORPORATION

TRANSNET SOC LIMITED

FINANCING COOPERATION AGREEMENT IN RESPECT OF
DEVELOPMENT AND UPGRADE OF INFRASTRUCTURE AND
EQUIPMENT

AMENDMENT CLAUSE

May 2013
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Between

CHINA DEVELOPMENT BANK CORPORATION

AND

TRANSNET SOC LIMITED

The under-signed parties agree that Clause 2.2 of the above Agreement will be amended
to read as follows:;

2.2 In recognition of CDBs mandate, CDB will identify opportunities, contact and
Inform potential Chinese companies in respect of Transnet projects and businesses

based on publicly avallable information.

This caoperation agreement Is not imited to the MDS.
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Signature Page

Agreed by the Parties as witnessed by the duly authorised representatives

of the Parties hereto

Signed for and o alf of:
Tra ‘L'P‘h\

Name: Bria 31' 5

Capaclly: | CEQ okTransnet SOC Limited
Date: 2013- OF- I

Signed for and an behalf of:
China Development Bank Corporation
‘:-."';" K g -4
¢ *:/ 1 S
. Ay = -

Name: Zheng Zhijie
Capacity: President of China Development Bank Corporation

Date:
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CHINA DEVELOPMENT BANK CORPORATION

TRANSNET SOC LIMITED

FINANCING COOPERATION AGREEMENT IN RESPECT OF
DEVELOPMENT AND UPGRADE OF INFRASTRUCTURE, AND
EQUIPMENT

Pretoria, South Africa

March 2013

MEM-135
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Between
CHINA DEVELOPMENT BANK CORPORATION

(hereln referred to as “CDB”, a development financial institution under the direct
{eadership of the China State Counll and incorporated under the taws of The People’s
Republic of China In March 1994 and duly represented by the president of China

Development Bank Corporation, Mr. Zheng Zhijie)

AND

TRANSNET SOC LIMITED

(hereln referred to as “Transnet”, a public company duly incorporated In accordance
with the laws of the Republic of South Africa with registration number 1990/060900/30
and duly represented by the Group Chlef Executive of Transnet, Mr. Brian Molefe)

3

Both parties herein referred to as the (“Partles”) and ("Party”) as the context requires

MEM-136
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1

INTRODUCTION

1.1

1.2

1.3

14

1.5

CDB is a development financial Institution under the direct feadership
of the China State Councll and Incorporated under the laws of The
People’s Republic of China in March 1994. Through decades of
Development, CDB has made remarkable achlevements in supporting
domestic economic development, Improving people’s fivelihood and
enhancing international business cooperation, and is presently the

biggest devefopment financial Institution in the world.

CDB's mission is to serve China‘s national diplomatic strategy. CDB

 positively supports Chinese large-scale enterprises which have

advanced technologles to invest and cooperate In South Africa,

Transnet is the continent’s largest rail freight transport and logistics
company comprising Transnet Freight Rail, Transnet Engineering (the
rolling stock and port equipment maintenance business), Transnet
National Ports Authority (the landlord function for South Africa’s port
system), Transnet Port Terminals (managing port and cargo terminal
operations in the nation’s leading ports and Transnet Pipelines (the
fuel and gas pipeline business).

Transnet’s mission Is to enable the competitiveness, growth and
development of the South African economy by providing reliable
freight transport and handling services that satisfy customer demand,
This mandate underpins Transnet’s Market Demand Strategy ("MDs")
with expenditure plans that call for investments of approximately
R300 billion over the next 7 years.

The Parties, through thelr respective mandates, agree to explore
opportunities to collaborate to provide their skills and expertise as
regards both financial and nen-financial assistance to progress the

development and financing of infrastructure projects within the MDS,
2
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2 COOPERATION PRINCIPLES

21

2.2

23

24

The Partles agree to cooperate and jointly explore and identify
opportunities for CDB to participate in funding the development and
upgrade of Infrastructure in line with Transnet's MDS. The cooperation
includes but not {imited to the construction and upgrade of railway
infrastructure and port Infrastructure, locallzation of locomotives and
port equipment, research and development, manufacturing and
marketlng and the construction of cross border infrastructure in
Africa,

In recognition of CDB's mandate and subject to the provisions of this
Agreement, throughout the term of the MDS, Transnet consents to
CDB Identifying opportunities, contacting and informing potential
Chinese suppliers who are likely to be relevant to participate in
whatever open and competitive tender processes prescribed by
Transnet,

All of the above will be achieved without compromising on sound
governance and effective processes which each Party is required to
follow.

The two Parties acknowledge that by entering into this, Co-Operation
Agreement, they do so in accordance with a system that Is fair,
‘equitable, transparent, competitive and cost effective In line with the

laws of the Republic of South Africa.

3, COOPERATION LIMIT

3.1

Before any of the Parties shall be under an obligation to perform any
of the tasks or services required in terms of any Infrastructure
development, they shall, if agreed between them, first enter into

written agreements in terms of the services or tasks to be provided

and/or performed.
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3.2

Subject to clause 3.1 and the provisions of this Agreement, CDB will
offer a cooperation limit of USD 5 bilifon to Transnet.

4. DURATION
This agreement will commence on date of signature of this Agreement by the
Party signing last, and will terminate on the earliest of expiration of 5 {five)

years or on two calendar months’ written notice to the other Party.

Notwithstanding anything to the contrary, this Agreement may be extended by
the written consent of the Parties on such terms and conditions as they may

deem fit.

5. CONFIDENTIALITY

5.1

5.2

The Parties agree that the terms of this Agreement and aff confidential
and proprietary information of the Parties communicated to them in
connection with this Agreement will be received in strict confidence
and be used only for the purpases of this Agreement. Each Party will
use the same means as It uses to protect its own confidential
information, but in no event less than reasonable means, to prevent
the disclosure and to protect the confidentiality of such information.
No such information will be disclosed by the reciplent Party, it agents,
representatives or employees without the prior written consent of the

other Party.
These provisions do not apply to information which is:

52,1 publicly known or becomes publicly known through no
-unauthorised act of the recipient Party;

5.2.2 rightfully received by the recipient Party from a third party;

5.2.3 Independently developed by the reciplent Party without use of
the other Party's Information;

4
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5.2.4 disclosed by the other Party to a third party without similar
restrictions;

325 required to be disclosed pursuant to a requirement of a
governmental agency or any applicable law, so long as the
Party required to disclose the information gives the other
Party prior notice of such disclosure; or publicly disclosed with
the other Party's written consent in terms of 5.1,

53 Al media releases, public announcements and public disclosures hy
any Party or their respective employees or agents relating to this
Agreement or its subject matter, -Inciuding without hmitation
promotional marketing material, shall be coordinated with and
approved by each Party prior to the release thereof. The foregoing
will not apply to any announcement intended solely for internal
distribution by any Party or to any disclosure required by legal,

accounting or regulatory requirements beyond the reasonable control

of the Party in question.

6. GOOD FAITH

6.1  The Parties agree to act In good faith and to co-operate with one
another in all matters refated to, and al rights and obligations arising

from this Agreement.
6.2  The Parties record that this agreement is not legally binding to each
other,

6.3  The Parties further agree that they shall, once specific opportunities
have been identified and agreed between them, enter into and sign
all the necessary legal agreements to record their respective

| b/
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7, TERMINATION

If one Party reasonably believes that the other Party is not Cooperating or is not:
committed to the initiatives In terms of this Agreement; the aggrieved Party

shall be entitled at any tlme, to cease alf discussions and to terminate this
Agreement. In such an event €ach Party shall be llable for Its own costs Incurred

at the time of the termination.

8. DISPUTES
In the event of a dispute between the two Parties as arising from the provisions
of this Agreement, the Parties agree to consult each other aboyt the relevant

events and dlsputes in the principle of equality and mutual respact,

9. GENERAL

8.1

8.2

9.3

No addition to, variation of, or agreed cancellation of this Agreement
shall be of any force or effect unless In writing and signed by or on
behalf of the Partles.

This Agreement constitutes the sale record of the agreement between
the Parties with regard to the subject matter hereof, Ng Party shall
be bound by any express or implied term, representation, wartanty,
promise or the like not recorded herein.

No relaxation or indulgence which any party may grant to any other
shall constitute a waiver of the rights of that Party and shaj not
preciude that Party from exercising any rights which may have arisen
In the past or which might ariss in futura,

10. NOTICES AND LEGAL PROCESS

10.1  Each Party chooses as its address for alt purposes under this

o

Agreement (“chosen address™), whether for serving any court process

or documents, giving any notice, or making any other communications

6
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10.3

10.4
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of whatsoever nature and for any other purpose arising from this
Agreement ("notice”), as follows:

For CDB:

Address: No. 29 Fuchengmenwal Street,
Xicheng District,
Beljing, 100037
Contact Person: Mr. Gaa Guoxi, Chief Representative of Regional
Residential Misslon In South Africa, China
Development Bank Corporation
Telephone: +27 (0)79 997 7569/+-86 10 8830 9720
Fax: +27 {(0)11 783 3763

For Transnet:

Address: 43rd Floor Carlton Centre
150 Commissloner Street,
Johannesburg, 2000
Contact Person: Ms, Mathane Makgatho, The Group Treasurer

Telephone: +27 (0)11 308 2600
Fax: +27 (0)11 308 2613 [

Any notice required or permitted under this Agreement shall be valid

and effective only if in writing,

This Agreement has two formal coples, executed in the English and
Chinese languages, Each party shall keep one copy.,

In case of divergence, the English text shail prevall,

1
i 1
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Agreed by the Parties as withessed by the duly authorised representatives

of the Partles hereto

Slgned for and on behalf of:
China Development Bank Corporation

Name: Zheng Zk!j]e
Capacity: President of China Development Bank Corporation

Date:
Place: Pretorla, South Africa

—

Signed for and on behaif of:

‘ 7
Name; Brian Molefe Q

Capacity: CEO of Transnet
Date: 6-3-/732.
Place: Pretoria, South Africa
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TRANMSNEr

sefan Molefe, Group Chief Exacutive

Mr Weljun Wang
DG in charge of South African business, China Development Bank (President, Henan Branch,

China Davelopment Bank)
NO 276, Jinshul Road

Zhengzhou

PRC

Dear Sir

FINANCING COOPERATION AGREEMENT IN RESPECT OF DEVELOPMENT AND
UPGRADE OF INFRASTRUCTURE AND EQUIPMENT

The under-signed parties agree that Clause 2.2 of the above Agreement will be amended ta

read as follows:

“In recognition of CDB's mandate, CDB will identify opportunities, contact and
inform potential Chinese companies in respect of Transnet projects and
businesses based on publicly avallable information.

This cooperation agreement is not limited to the MDS.”

Kind regards

Brian Moléfe
Group Chief Executive
Date: ny~. 3773,

s Mr Weljun Wang
DG In charge of South African Business

Date:

o213, 3. A

Transnet SOC Lo Carlton Centre £.0. Box 72501

Registration Number 150 Commissloner  Parkview, Johanneshurg

1930/000900/30 Street South Africa, 2122
Johannesburg T 427 11 308 3001
2001 F +27 11 308 2368

Directors) ME Mkwanazi Irman) B Mofefe® (Group Chief Bwnutive) NKQIM’ MA Fapucch! Y Forbes HD Gazendam NP Maxasana & Moola HR Njehe M Sha
I Scidon £ Thabanla DL Tehepe A Sagh” (Geup G Pl Oces = veww Cansaet ot
Executive *1i

Group Compaty Secretary: ANC Ceba






MEM-146

MINISTER
PUBLIC ENTERPRISES
REPUBLIC OF SOUTH AFRICA

Privete Bag X135, Hatheid, 0028 Tok: 012431 18 Fax 032 431 1030
Pivelo Bag X807, Cape Town, 800 Tok: 021 481 8374/7 Fax: 021485 2301487 1741

Mr Mafika Mkwanaz)

Chalrperson
Transnet (SOC) Limited

P.O. Box 72501
Parkview
Johannesburg
2122

Fax: 011 308 2309
Tel: 011 308 2312

Dear Mr Mkwanazi

Cooperation Agreement between Transnet and China Development Bank
Corporation {"China Bank”)

The above matter refers,

The provisions of the Significance and -Materiality Framework (SMF) betwaen the
Department and Transnet spell out the mandate to engage In transactions, | wish fo

note that in order for the Department fo carry out its oversight dufies, i is necessary

for the Department to have some Insight into all of the transactions envisaged by the
SMF, whather within the threshold or not, as some of them may be material from a
qualitative and quanfitative perspective.

Is of strategic importance arid envisages cross-border trangactions ang as a result
he Depariment should have been officially notified in" advance and afforded an
opportunity to express an opinion.
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Furthermore, the Depariment Is concernad with certain provisions of the Cooperation
Agreement which may pose rigks for Transnet and or the nt with respect to

he- in _
Depariment, as Government Shareholder ropresentative, ifitends to embark on
several initlatives simed at growing the country's industries by Implementing certain
Initiatives In connection with the Preferéntial Procurement Policy Framework Act,
2000 and the Compelitive Supplier Development Programme, Clauses 2.1 and 2.2 6f

initiatives as they may be misconstiued as granting China Bank the right of first
refusal in respect of Transnet's Market Demand Stratagy.,
To this end, | hersby request Transnet to reapen negotiations with China Bank with a

view to amend the Cooperation Agreement and- address the Department's concerns,
falling which the Cooperation Agresmeint i Its current form must be terminated,

Yours sincerely

MR-MALUSDG|GABA, Mp
MINISTER OF UBLIC ENTERPRISES
DATE: '2013/03”5'
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TRANSNEr
Mafike Miwanazl, Chalrman
Wr

Our Ref No: MM/17122

Mr Malusl Glgaba, MP
Minister of Public Enterprises
Private Bag X15

HATFIELD

0028

Fax : (012) 431 1039

Dear Minister Gigaba

COOPERATION AGREEMENT ENTERED BETWEEN TRANSNET SO0C LTD AND CHINA
DEVELOPMENT BANK

e

Your letter dated 15 August 2013 refers.

On 24 January 2013 Transnet SOC Ltd (Transnet”) received an e-mail (see attached) from the
Department of Public Enterprises (“"DPE™ inviting Transnet to an inter-departmental meeting
convened by the Department of International Relations and Cooperation to be held on 4 February
2013, As a foliow-up to this meeting Transnet met with China Development Bank {("CDB")
delegation on 20 February 2013. ‘The aim of the meeting was to explore possible collaboration
between the two entities ahead of the Chinese State visit to the Republic of South Africa ("RSA"),
At the meeting, CDB tabled a draft tripartite agreement between Transnet, China Southern
Raliway Corporation Limited ("CSR”) and CDB and Included the procurement of goods and
services, We requested that CSR and procurement related activities be excluded from the
cooperation agreement as Transnet has robust procurement governance processes that have to be
followed before any supplier contract can be entered into with any company.

7 It was also felt that the current contract with CSR for the 95 locomotives has been awarded after
following a robust, fair and transparent tender process and a supplier agreement has been entared
Into between the two parties and there is no need for additional agreement outside of the signed

supplier contract.

CDB then proposed a bilateral cooperation agreement. This was negotiated and changed to
ensure that all financlal, reputational, legal and other risks are Identified and ellminated. To that
extent, the agreement records In clause 2.3 and 2.4 that Transnet is required to follow a fair,
equitable and transparent process in its tender processes. We also noted the Department of
Public Enterprises’ discomfort on clause 2.2 and amended the clause as per the Department’s
request. We have attached the agreement as amendment for ease of reference. The amendment
was signed ahead of the official signing ceremony In the presence of Ms Kgomotso Modise, Deputy

Director Generai: Transportation, DPE.
Transnet SOC Lid Carfton Centre P.O. Box 72501

Registratfon Number 150 Commissioner Street Parkview, Johanneshirg
1930/000900/30 Johanneshurg South Aftica, 2122
2001 T +27 11 308 2399
F+27 11 308 2312

Directars: ME Mkwerant (Chofraan) B Molefe* (Group ChieF Exeoutive} MA Fanuochl Y Forbes D Gozendam NE Mromsana N Moala NR KNjeke IM Sharma 18 Skosana wvaw tansnet.net

 Tshatolala DL Tshepe A Singh' (Group Chief Firanciel O
2 hepe ASingh' (Group ‘
Broup Company Secretary: ANC Cebp @U\)\
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It is not the intention of the cooperation agreement to give CDB exclusive rights to the
procurement of goods.and services and neither does it give CDB first right of refusal on the Market
Demand Strategy ("MDS"). We agree and acknowledge the importance of the MDS in supplier
developmerit and localisation and the role that Transnet's procurement plays In building the
manufacturing sector of South Africa. The company’s procurement policy is aligned to the
country’s Preferential Procurement Policy Act and our strategic plans are in support of the National

Development Plan,

We take our role as both the enabler and driver of economic growth and competitiveness serious
and our strategy and action plans are in support of Government policies. We see ourselves as an
integral part of the government and will not engagé In activities that are not In suppott of the
country’s priorities. This [s reflected in the way we.do business with outside parties.

We do acknowledge that entities from abroad carry their national mandates. The information that
we share with such entities Is similar to the ones that we share with both domestic and
international investors on Transnet’s future pfans. Such investors may &t times share the plans
with their respective suppliers based on publicly available information and we normally record such
a possibility. This should not be construed as Transnet's giving away confidential information as
we share information with lenders, banks, development finance institutions and export credit
agencies in the normal cause of business. Clauses 2.1 and 2.2 merely acknowledge and record

such a possibility, without giving any preferential treatment.

1 trust that the above explanation will give you comfort that we do not give preferential treatment
or first right of refusal to any company.

We are available for further discussions if so required.

Kind regards




\/| \/|




. Transnet SOC Ltd Carlton Centre P.O. Box 72501
J Registration 150 Commissioner Parkview TRANSNEF

. Number Str. Johannesburg South Africa, 2122
1990/000300/30 2001 T +27 11 308 2600/2613 @
F +27 11 308 2699

wwiW. transnet,net

TO: Mr. Brian Molefe, Group Chief Executive
Mr. Anoj Singh, Group Chief Financial Officer
FROM: Ms. Mathane Makgatho, Group Treasurer

SUBJECT: REQUEST TO PROCEED WITH NEGOTIATIONS WITH CHINA
DEVELOPMENT BANK

PURPOSE:

1. The purpose of this submission Is to request the Group Chief Executive and Group
Chief Financial Officer's approval for Group Treasury to proceed with negotiations
with the China Development Bank (“CDB") for the funding of 359 Dual Voltage
Electric locomotives from CSR and 232 Diesel locomotives from CNR (the

*Locomotives”).

BACKGROUND:

2. In March 2013, CDB and Transnet signed a Cooperation agreement that paves the
way for CDB to finance part of Transnet's MDS up-to USDS billion to support

procurement from China.

) 3. Transnet awarded 4 suppliers contracts for the procurement of 1064 locomotives, of
which more than 50% is with CNR and CSR. As part of the funding package for the
Locomotives, CDB provided Indicative pricing of LIBOR + 450bps. Where-after
Group Treasury engaged further with CDB to revise their pricing in line with

Transnet's current pricing levels and expectations.

4. CDB revised their pricing as follows and for the following tenors for an amount of up

to USD 3 billion:
TENOR 10 YEAR 15 YEAR 20YEAR
RATE 6- month Libor + 240bp |6-month Libor +265bp |6-month Libor +280bp

DISCUSSION:

5. The indicative revised CDB pricing is much better than their initial quote but
significantly higher than where Transnet funds Itself in the local market. Treasury
belleves that there is still scope to further negotiate the price down,

W

REQUEST TO PROCEED WITH NEGDTIATIONS WITH CHINA DEVELOPMENT BANK !
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6. Group Treasury would like to approach CDB to revise their pficing downwards and
negotiate the terms and conditions of the proposed funding for the Locomotives

with CDB,

FINANCIAL IMPLICATIONS:

7. None at present.

BUDGET IMPLICATIONS:

8. The proposed facility to be entered Into with CDB has been budgeted for In the
2014/15 Finance Cost Budget and a separate memo will follow once the terms and

conditions have been agreed.

REQUEST TO PROCEED WITH NEGOTIATIONS WITH CHINA DEVELOPMENT BANK
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RECOMMENDATION:

9. It is recommended that the Group Chief Executive and Group Chief Finandial Officer
grant Group Treasury approval to proceed with negotiations with CDB for the
funding of the Locomotives subject to acceptable terms and conditions,

10. Given the potential size of the transaction, the Transnet Board will have to approve
signing of the transaction. Governance processes around Board approval will only
be followed after reaching agreement on terms and conditions.

Ms-Matiiane Makgatho
Group Treasurer
Date: %5?1/ S0/ Z

Recommended/

|

Mr. Anoj Singhl ;
Group Chief Financial Officer
Date: —etemssivg

Approved/ Not-Appraved:

Mr. Brian Molefe
Group Chief Executive
Date: £. €./ w.

REQUEST TO PROCEED WITH NEGOTIATIONS WITH CHINA DEVELOPMENT BANK
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>

: M_a_thane Makgatho Corporate JHB

From:
Sent:
To:
ce:

Subject;

Hi Mathane,

The indicative ZAR rates are as follows:

Deva Sathee Transnet Corporate’ JHB

22 April 2014 04:23 PM

Mathane Makgatho Corporate JHB

Dorothy Kobe  Transnet Corporate

RE: ZAR pricing

JHB; Reon Louw Transnet Corporate JHB;
Mark Tannous Transnet Corporate !HB

L Pronse.

10yr

“\&l!“q -
bullet 6miJibar + B86bps 12.58 semi annual
i . i -

| Imear amort 6m Jibax+ 361bps 11.82 semi annual
15yr
builet 6m Jibar + 460bps 13.38 semi annual
linear amort 6m Jibar + 417bps 12.71 semi annual
20yr
bullet 6m Jibar + 542bps 14.40 semi annual
,,..:ﬁear amaort 6m Jibar + 477bps 13.47 semi annual

From: Mathane Makgatho Corporate JHB

Sent: 22 April 2014 03:23 PM

To: Deva Sathee Transnet Corporate JHB

Subject: ZAR pricing

Hi Deva

Can you pis price the following quotation received from China Dev Bank in both amort and bullet profiles

® 10yrs at 6m libor +240

®  15yrs at 6m libor +265

®  20yrs at 6m Libor +290
Kind regards
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NAME LIST

DATE |29-10-2013

NAME TITLE
Mr. Yuan Li Exective Vice President, CDB
Deputy Director General,
il SRgfDan Treasury&Financial Market Dept,CDB
. iy Deputy Difector General,
Mg Zhang Yifag Credit Review Dept, CDB

Mr. Hao Yaohui '

B

= —Deputy Bluector Geénerai,

Project Appraisal Dept, CDB

Ms. Yang Xinliang

Deputy Director General,
International Finance Dept, CDB

. Deputy Director General,
Mr. Jin Tao Global Cooperation Dept, CDB

> ;
Mr. Li Gang . Deputy General Manager,

Henan Branch, CDB
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TRANSNET

r

TRANSNET FINANCIAL RISK
MANAGEMENT FRAMEWORK
(FRMF)

MARCH 2014

(BoARD APPROVED 28 MaY 2014)

EXCERPT FROM THE DRAFT MINUTES OF THE BOARD OF DIRECTORS OF TRANSNET SOC LTD MEETING
NO. 14/3 HELD ON 28 MAY 2014 AT 09:15 IN BOARDROOM 4901, CARLTON CENTRE OFFICE TOWERS, 150
COMMISSIONER STREET, JOHANNESBURG

6.9 Treasury Financial Risk Management Framework

RESOLVED that the Board approved the Treasury Financial Risk Management Framework. 14/3/22"
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FINANCIAL RISK MANAGEMENT FRAMEWORK

1. BACKGROUND AND DEFINITIONS

Treasury in Transnet is a centralised division tasked with three main objectives, namely:

¢ Ensuring that the Group is cost effectively and timeously funded in support of the
Group’s Market Demand Strategy(MDS), which are mainly executed by the operating
Divisions;

¢ Manage both financial and operational risks; and
Lower the overall cost of doing business and add value to the overall business of
Transnet.

All of these objectives are performed in a professional and ethical manner in line with
Transnet's governance framework,

It is important that the FRMF is read in conjunction with the approved
Delegations of Authority Framework (DOA) as a number of Treasury execution
limits are contained in the DOA and are not repeated in the FRMF. The FRME is
supported by procedures within the different areas of Treasury that explain the
detail of calculations and processes and this should be updated when processes
change.

The following words and expressions bear the following meanings, unless the context
indicates otherwise:

“"ACTSA" means the Association of Corporate Treasurers of South Africa;

“"Board” means the Board of Directors of Transnet;

“Operating Division” means all the operating divisions of Transnet;

“CAPIC” means the Capital Investment Committee, a committee of the Group Executive
Committee established to make decisions regarding capital expenditure;

“"Code” means Code of Ethics; “DOA” means the Transnet Delegation of Authority
Framework;

"EBITDA" means Earnings before Interest, Taxes, Depreciation and Amortization;

“"ERM” means Enterprise Risk Management;

“Group EXCO” means the Executive Committee established to take responsibility for the
day to day execution of strategy and running of Transnet;

"FINCO” means the Transnet Finance Committee;

"FRMF” means the Transnet Financial Risk Management Framework;

“GCE" means the Transnet Group Chief Executive;

“GCFO" means the Transnet Group Chief Financial Officer;

“@roup” means Transnet SOC Ltd together with its divisions and any remaining
subsidiaries;

“Group Risk Co” means the Group Risk Committee focusing on risk management:
“ISDA” means the “International Swaps and Derivatives Association, Inc”

“KING III” means King Report on Corporate Governance”

“Long Term Investment Grade” means a minimum long term issuer default credit
rating (international counterparties), or National Long Term credit rating (jocal
counterparties) of A3 (Moodys), A- (Standard and Poors), A- (Fitch Ratings) or equivalent
rating from other rating agencies acceptable to Transnet;

“JSE” means the Johannesburg Securities Exchange;

“NGP" means the National Growth Path;

“"PCGPS” means the Protocol on Corporate Governance in the Public sector;

“Quantum” means the Treasury Management System;
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“"Quantum Q Risk” means the risk management module of the Treasury Management
System;

“SARB"” means the South African Reserve Bank;

“Shareholder” means the Department of Public Enterprises;

“Short Term Investment Grade” means a minimum short term issuer default credit

rating (international counterparties), or National Short Term credit rating (local

counterparties) of P-1 (Moodys), A-1(Standard and Poors),F-1 (Fitch Ratings) or

equivalent rating from other rating agencies acceptable to Transnet;

"SOC"” means a State Owned Company;

“Transnet” means Transnet SOC Ltd inclusive of its operating divisions, with registration
number 1990/000900/30:;

“"Treasury” means the Transnet Group Treasury;

“"Treasurer” means the Transnet Group Treasurer;

"VaR" means Value-at-Risk; and

"WACD" means the weighted average cost of debt.

2. RISK MANAGEMENT PHILOSOPHY

The overall risk management philosophy of Transnet is to the extent possible, avoid undue
risks and manage business risks effectively. However, given the nature of Transnet's
business and its Market Demand Strategy (MDS), it is not always possible to avoid risks all
together.

In pursuit of its business, the Group is exposed to a myriad of risks, including but not limited
to market, credit, liquidity, and operational risks. The long term viability, continued success
and reputation of Transnet are dependent on the credibility of risk management, and
commitment to applying leading practice in risk management.

3. SHAREHOLDER MANDATE

Transnet’s mandate is to assist in lowering the cost of doing business in South Africa,
enabling economic growth and security of supply through providing appropriate port, rail and
pipeline infrastructure, as well as operating in an efficient and cost-effective manner, within
acceptable benchmark standards. Transnet’s mandate and strategic objectives are aligned
with the Government’s New Growth Path (NGP), National Development Plan (NDP) and
Statement of Strategic Intent issued by the Minister of Public Enterprises.

4. STRATEGY

Transnet will continue to refine and roll out the Market Demand Strategy (MDS) with the
focus on un-constraining the freight logistics system in South Africa by creating capacity that
would meet demand over the medium to long term and beyond. The financial strategy was
developed to ensure that the objectives of the MDS will be achieved within the Board
approved financial parameters without compromising the long-term financial sustainability of
the Company.

The financial strategy takes cognisance of the fundamental freight transport infrastructure
principles of which the main focus areas are depicted below:

- Long term infrastructure;
o Average life expectancy of port, rail and pipelines
o Seven to 30 years planning horizon
o Creating capacity ahead of demand
o Investing through economic cycles
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- Meeting National Demand
o Meeting existing customer demand
o Increase market share ~ existing business
o Capturing new business
o Service delivery and customer satisfaction

- Financial Sustainability
o Finandial stability gearing and cash interest cover within norms
o Sustainable Business: ROE> WACC over the long term
o Stable cash flow from operations.

5. TRANSNET CORPORATE GOVERNANCE STRUCTURE
Board of Directors

The Board’s purpose is to ensure that the Company is a sustainable organisation capable of
fulfilling its objectives, statutory and otherwise. In order to fulfil this purpose, the Board
must direct and control the business of the Company.

The Directors owe a fiduciary duty to the Company both under common law and statute,
more particularly the PFMA and the Companies Act and are accountable to the Shareholder.

The Directors are also responsible, within the structures of corporate law and legislation, to
the other stakeholders of the Company. Directors are required to exercise due care, skill and
utmost good faith in the performance of their duties.

The Companies Memorandum of Incorporation provides that the Board shall consist of a
minimum of 10 directors and a maximum of 14 directors comprising of not less than 8
independent non-executive directors and not less than 2 executive directors whom shall
include the Group Chief Executive and the Group Chief Financial Officer of the Company.

The Board has established the following committees:

Board Audit Committee;

Board Risk Committee;

Remuneration, Social and Ethics Committee;

Corporate Governance and Nominations Committee; and
Board Acquisitions and Disposals Committee.

® & o @& o

The Group Chief Executive has the authority to manage the Company within the powers
delegated to the Group Chief Executive by the Board of Directors. The Group Executive
Committee is constituted to assist the Group Chief Executive in the management of the
Company. The Group Executive Committee assists the Group Chief Executive to guide and
control the overall direction of the business of the Company and acts, through the Group
Chief Executive, as the medium of communication with the Board of Directors.

Group EXCO has established subcommittees for the following key functional areas:
Committee, Human Resources Committee, Capital Investment Committee, Risk Management
Committee, NMPP Governance Steering Committee, Group BBBEE Committee , Policy and
Regulation Committee, Business Information Management Committee, Group Results
Management Office Review Session and Property Forum.
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Guideline Statements on Treasury Best Practice issued by National Treasury states that

“The Board of the company should conduct a periodic (at least every 3 years) review of the
effectiveness of the Treasury Risk Management System”. It is the responsibility of Group
Treasury to initiate the 3 yearly review and inform the Board accordingly of the outcome.

Risk Management is, as set out in the King III code and the PFMA, ultimately the
responsibility of the Board and the governance structure is reflected below: The Board has
delegated the responsibility for providing assurance on the integrity, quality and reliability of
the Group’s risk management to the Group Risk Committee and Group Finance Committee.

5.1. The Transnet Governance Structure is as follows:
TRANSNET BOARD
|
| | |
) Remuneration, Board Corporate
Board Audit Social and Ethics Acquisitions Governance and Board Risk
Committee Committee and Disposals Nominations Committee
Committee Committee
Group Executive Committee
Business Group Financ Gr:)h:\:rn
Risk . Informatio Public Results Group
Manageme R:e'isuondrac':es I m(f::spti:waént n Policy and Management Protyper € s?ncg BBBEE
) eerin |
nt : X Manageme | Regulation Office Comm Committ
. Committee | Committee . " Forum g
Committee nt Committee Review ithee Commi ee
Committee session | t
ee
\ I T A
Divisional Executive Committee
Transnet Transnet Na-tl}roir;ﬁn:;rts Tr_la_nsnn_at F;ort :ir;:"s::st
i i i i erminals
Freight Rail Engineering Authority
5.2. Code of Ethics

The Company continues to instil a culture of entrenched values, which form the basis of the
expected behaviour of its employees towards all its stakeholders. These values are reflected
in the approved and published Code of Ethics (Code). All management employment contracts
make reference to this code. The Code is reviewed annually and, commits the Company’s
Directors and employees to the highest standards of ethical behaviour when engaging with
both internal and external stakeholders. The Code applies to all Transnet employees. In
instances where an employee breaches the Code, the necessary disciplinary action is
instituted in terms of the Company’s Disciplinary Code and Procedure. The existence and
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adherence to the Code at Company level does not necessitate a requirement to include any
additional code of ethic behavioural requirements in the FRMF.

The following seven elements form the core of a Culture Charter which was adopted by
employees to steer towards a winning culture.

We have a safety mindset;

We are business focussed;

We deliver on our promises;

We treat each other with dignity and respect;
We have good communication;

We recognise and reward good work; and
We are empowered to perform in our jobs.

® & & o & o »

5.3. Summarised Roles and Responsibilities of Risk Committees

5.3.1. Risk Management Committee (Riskmanco)

Terms of reference:

RiskManco is responsible for overall risk management policy setting, monitoring
and control, as well as review of compliance.

The specific responsibilities of the Riskmanco:

« Develop, and ensure compliance with risk philosophies, strategies and policies,
frameworks and procedures and delegation of risk management responsibility and
authority and regulatory requirements;

» Review the adequacy and overall effectiveness of the Group’s risk management and its
implementation by management; and hence ensure risk is appropriately considered in
decision making throughout the Group;

* Review a summary of the Group Risk Committee Minutes and other issues of corporate
governance (e.g. compliance with requirements regarding the appointment of

directors);
¢ Determine the structures and systems to be used by the Group to prudently manage
risks;
s The specific risks to be reviewed at RiskManco include:
s  Country risks;
¢ Technological risks ;
s Disaster recovery risks;
e Reputational risks;
e Legal Risks;
e Sensitivity risks, e.g., environmental impacts;
¢ Human resources risks;
¢ Compliance risks;
e IT risks; and
e Insurance risks

» The following risks, predominately reviewed by the Finance Committee, may be
referred to RiskManco should they become material for the Group:
o Interest rate risks;
Counterparty risk, including provisioning risks;
Exchange rate/currency risks;
Price risks;
Investment risks;
Commodity (fuel) risks; and
Liquidity risks
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5.3.2. Capex Investment Committee (CAPIC)

Terms of reference:
CAPIC shall act as the final point of accountability for:

Investment decisions within the CAPIC mandate, subject to the Group Delegation of
Authority Framework.

Go/no-go decisions for projects, in excess of the CAPIC Delegation of Authority to
proceed to Group Exco, Board Acquisitions and Disposals Committee, Board of Directors
and the Department of Public Enterprises.

Approve individual business cases after matching requirements from operations with:

Funding constraints; and

¢ Prioritising capital investments to optimise return for available capital.

» Review and amend project expenditure plans where necessary subject to

e  Group limits of Authority and the limitations of the Board approved budget.

e Approve the portfolio of planned capital investments annually, including timing of

projects;

Approve changes to the capital portfolio, inciuding acceleration, delay or

cancellation of projects/programmes;

Determine the criteria for prioritizing capital expenditure projects/programmes for
optimisation;

Ensure decisions relating to capital expenditure are consistent with the strategic focus
of the Group;

Provide guidance and make decisions to alter project scope as required to ensure
business cases remain robust in the face of changing internal and external factors over
time;

Be responsible for the capital management of the current capital portfolio in order to
achieve the short and long term objectives of the company.

Monitor the implementation of project/programmes plans to ensure that approved
capital expenditure projects are:

e Carried out with minimum delays;
Governed appropriately;
Fit for purpose and value optimised;
Carried out with minimum delays;

Expected to deliver agreed business outcomes and socio-economic benefits. -
Ensure that capital programmes are executed in a cost and resource efficient way;

5.3.3. Finance Committee (FINCO)

Terms of reference:

Review overall governance procedures in relation to financial disciplines;

Identify measures, monitor all financial risks, including but not limited to interest rate,
exchange rate, price, liquidity, taxation risks;

Identify measures, monitor all shared service, procurement and supply chain associated
risks;

Ensure appropriate financial management frameworks, policies and procedures are
adopted in the Group;

Review the accuracy, validity and completeness of financial results; and

Assess the performance of the financial and business services structures and any
supporting service providers reporting into these structures;
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Specific responsibilities
FINCO shall ensure that -

*

Limits are set for acceptable levels of risk and that no risk exposures are entered into
outside these limits without full disclosure to, and the express authority of FINCO;

The likely effect of risk exposures on the Group’s earnings are assessed and appropriate
action is taken;

Financial results and Key Performance Indicators are monitored and reviewed;

There is an identification of the accuracy of projected cash flow;

There is proper focus on cash flow risks and the funding structure in order to properly
structure liabilities;

The profile of funding and related liquidity risk is assessed;

Liquidity and interest rate mismatches are reviewed;

Boundary conditions are set for the Group’s investment strategy, including hurdie rate
for investments and funding constraints;

The reputation of the Group is upheld at all times in the financial markets;

Asset and liability management frameworks, policies and procedures are periodically
audited and reviewed to confirm that they remain appropriate;

There is a balance sheet strategy that takes account of, amongst others, the assets and
liabilities strategy and market share analysis;

Off-balance sheet activities and contingent liabilities are reviewed;

Through a process of limits setting, strategic positioning and the continuous monitoring
of exposures, determine/control the amount of eamings at risk and how the risk
appetite of the Group is split among the Operating Divisions of the Group.

Appropriate financial and operational controls are designed and implemented
throughout the Group;

Review progress reports produced by Internal Audit and by management internal
control function and in doing so ensure Transnet and its operating divisions comply with
the expected timelines for addressing all control issues;

Develop the one year operational and three year strategic internal control plan which
cover all areas of focus including internal audit, forensic (prevention, detection and
investigation) as well as enhancement activities;

Provide the Internal Control department and Transnet Internal Audit with guidance to
ensure that the focus of Internal Control is aligned to the Group strategy;

Comment on and recommend documents that will govern the Internal Audit activities
for approval by the Audit Committee; Review the effectiveness of Critical Financial
Reporting Controls (CFRC’s) and the Business Critica! Controls (BCC’s) and recommend
actions where these are not operating effectively;

Provide guidance and direction to line management via Operating Division ICSC’s as to
how to resolve identified control issues;

Escalate, as appropriate, control issues and other information to the Group Executive
Committee and Audit Committee;

Provide guidance on the management and implementation of the PFMA including
compliance thereof, review the outcome of the PFMA compliance assessments and
request corrective action including the initiation of disciplinary action against officials
where there are instances of non-compliance;

Review the disciplinary and other actions taken against employees where there has
been a breach of control;

Provide guidance to the Internal Control Department and Transnet Internal Audit
regarding possible Group wide enhancement projects to address control breakdowns
that are prevalent across the Group;

Provide guidance and direction on the forensic process, including reviewing the
outcomes of fraud prevention, detection and investigation elements;

Formally review Internal Audit performance at least twice a year;

Advise Internal Audit and management on the best way to resolve any conflicts that
may have arising through the course of their work;
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e Produce appropriate reports for the Group Executive Committee, Board of Directors and
the Audit Committee when requested to do so;

» Review Transnet’s quarterly selfassessment (CSA), after service questionnaire results
and ICSC effectiveness ratings;

e Review the half yearly and annual process of certification of the adequacy and proper
applicaticn of internal controls by line management;

*

e Recommend the overall certification of Transnet’s internal financial and operational
controls for approval by the Group Chief Finandal Officer and Group Chief Executive
with or without qualification; and

e With regards to the Scrap metal virtual team, approve the mandate of the team, the
governance process to be followed for engaging with the market, the Delegation of
Authority for entering into and signing of contracts to dispose of Scrap metal, the
disposal framework (rules of how scrap metal can be disposed of), the Scrap metal
strategy, and projects and initiatives that support the approved strategy.

5.3.4. Group Risk Management Function

Development and or review of the ERM framework and strategy across the Group; facilitating
and monitoring the implementation of the ERM policies frameworks and strategies; analysing
operating risk reports and compiling monthly, quarterly and annual risk reports for Group
Risk Committee and the Group Executive Committee; and embedding the ERM culture within

the Group.
5.3.5. Group Chief Financial Officer (GCFO)

The Group Chief Financial Officer is responsible for the development and implementation of
the financial strategy; the management of corporate finance; management of compliance
with legislative requirements i.e, Companies Act, Public Finance Management Act and IFRS;
The GCFO contributes towards the content and finalisation of the financial statements and
corporate plan; manages the strategic funding and capital investment process of the Group;
manages audit and internal control processes and the Group’s taxation position.

5.3.6. Reporting line of Group Treasury

Group Treasury has a direct reporting line to the GCFO as per diagram below and the GCFO
oversees all the activities of Treasury. Treasury reports the status of the Group’s financial
risks and all other reporting as required by the FRMF to FINCO, EXCO and the BOARD at
scheduled meetings through the office of the GCFO in line with the reporting structure.
Financial risks are escalated to RISKMANCO if they become material for the Group.

5.3.7. Structure and Functions of Group Treasury

Group Chief Financial Officer
|
Group Treasurer

Deputy Treasurer Deputy Deputy Treasurer Head of Structured
Front Office Treasurer Middle | | Operations Finance
» Cash Management Office » Accounting » Development and
= Debt Management » Financial Risk » Exchange Control execution of funding
¢ Deal Execution Management ¢ Bank Recons planProject specific
» Market Analysis » Confirmations e Settlements funding
» Credit rating relations || « Compliance oIT » Raise medium and
and management : long term funding
» Bank relations e Investor Relations
e Liguidity risk
management
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5.3.8. Segregation of Duties

Segregation of duties within a Treasury environment is essential and all financial market
transactions entered into should always be executed in this manner. The high level
processes below provide guidance of the roles and activities in the different areas of
responsibilities:

y Funding plan/cash management

Establishment 6f funding programmes and loan agreements

Deal execution

Deal Recording on Quantum System

Confirmations

f Settlements

Financial Risk Management

Bank reconciliations/Exchange control

&
2
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Q
=
<
S
Q
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&
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=
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General Ledger — Quanturn & SAP

Debt Management

Reporting to GCFO/FINCO/EXCO/BOARD

6. BEST PRACTICE IN RISK MANAGEMENT

As an SOC, Transnet must comply with the PFMA and the PCGPS. This framework was
updated with the intention of promoting adherence to these by aligning the guidelines
contained within this framework to the aforementioned.

6.1. Public Finance Management Act (PFMA)

Section 51 (1) a (i) of PFMA states that:” An accounting authority for public entity must
ensure that the public entity has, and maintains effective, efficient and transparent systems
of financial and risk management and internal control.”

In addition the Treasury Regulations paragraph 27.2.2 further states” The accounting
authority must ensure that a risk assessment is conducted regularly so as to identify
emerging risks of the public entity. A risk management strategqy must include a fraud
prevention plan, must be used to direct internal audit effort and priority and to determine
the skills required of managers and staff to improve controls and manage the risks. The
strategy must be clearly communicated to ail employees to ensure that the risk management
strategy is incorporated into the language and culture of the public entity.”
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6.2. Protocol on Corporate Governance in Public Sector (PCGPS)

Item 5.2.18.1 of PCGPS: “Directors must ensure that the SOC has and maintains effective,
efficient, and transparent systems of financial, risk management and internal control.
Directors should therefore establish processes and practices within the SOC to manage all
risks associated with the SOC's operations.”

Item 5.2.18.2 of PCGPS: “Directors should keep the Executive Authority informed of risk
management strategies by outlining them in corporate plans and progress reports, and other
reports when necessary. In addition, and unless otherwise qualified because of
circumstances applying to a particular SOC, corporate plans and progress reports should
contain a statement from the Board that the Board has appropriate risk management policies
and practices in place and that adequate systems and expertise are being applied to achieve
compliance with those policies and procedures.”

Item 5.2.18.3 of PCGPS: "The Government, as a shareholder, is sensitive to commercial risk.
In some circumstances, it may therefore choose to set limits on the activities of particular
SOC's: for example on liabilities, financial exposures, use of derivatives instruments, etc.”

Item 5.2.18.4 of PCGPS: “Subject to the relevant provisions of PFMA, as a general rule,
Government will not provide formal guarantees in respect of SOC liabilities. Accordingly,
Directors should take this policy into account when making decisions that affect an SOC's
operations and performance.”

In addition to the above requirements, the Financial Risk Management Policy must be
aligned to the country’s laws and regulations and must follow best practice standards as set
out in the following bodies and risk management standards;

e The King III Code and the Protocol on Corporate Governance;

» Public Finance Management Act of 1999, as amended;
The Association of Corporate Treasurers of South Africa (ACTSA Charter of Best
Practice);

¢ Treasury Regulations in terms of the PFMA; and
All relevant laws and regulations of The Republic of South Africa and all the Countries in
which Transnet do business.

6.2.1. King III Recommended Practices

s Item 4.4.1, — The Board’s risk strategy should be executed by management by means
of risk management systems and processes.
« Item 4.4.2 — Management is accountable for integrating risk in the day-to-day activities

of the Company.
e Item 4.5.1 — The Board should ensure effective and ongoing risk assessments are
performed.

» Item 4.5.2 — A systematic, documented, formal risk assessment should be conducted at

least once a year.

e Item 4.5.3 — Risks should be prioritised and ranked to focus responses and
interventions.
Item 4.5.7 — The Board should ensure that key risks are quantified where practicable.
Item 4.8.1 — The Board should ensure that effective and continual monitoring of risk
management takes place.
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7. RISK MANAGEMENT METHODOLOGY AND MEASUREMENT

7.1. Introduction

The overall financial risk exposure of the Group is defined as the potential exposure of the
business to normal market conditions, over a specified period of time, and within a specified
confidence interval, this exposure is known as either Market Value-at-Risk (VaR) or Cash
flow at-Risk (CFaR) against the approved budgets or Income Statement volatility at risk
(ICSaR). Financial market risk tolerance leveis are typically defined in terms of one or more
of the following: Net cash flows or earnings expressed as a percentage of EBITDA

Transnet’s individual financial risk tolerance levels are defined as a percentage of earnings
(EBITDA) not greater than that which can threaten the achievement or maintenance of
strategic financial ratios of the Group, but not less than that which the business planning and
risk management practices can support.

Due to the unique nature of the Group's asset and liability portfolios, the huge importance of
cash flow, liquidity, budgets and income statement volatility, the Board therefore approves
the individual and collective financial risk exposure tolerances as reflected in paragraphs
7.2.1 and 7.3. The Boards’ mandate defines risk tolerance relative to the latest budget or
forecast, which are the maximum limits on the exposure of Transnet over a defined time
horizon and within a certain confidence interval. It is the responsibility of management to
ensure that the potential exposure (CfaR, ICSaR and VaR) of Transnhet does not exceed
the individual and or collective risk tolerances set by implementing risk management
measures and mitigating strategies.

The Group is exposed to the following financial risks; interest rates, commodity prices (e.g.
Brent crude oil), foreign exchange and income statement volatility. Different measurement
tools are used to measure changes to these risks on all treasury transactions and these
include limits and sensitivity scenarios against approved budget inclusive of stress testing.
The measurements can either be operational or tactical. These risks are not necessarily
correlated and their degree of impact also differs proportionally.

7.2. Operational and Tactical Risk Measures

These measures are used in the day-to-day analysis of financial risk exposures and
determine the pricing of risk management strategies used for hedging. Treasury Middle
Office produces a range of risk measures and reports that are appropriate to the
requirements of Transnet. These measurements include the following for the respective risk
exposures:

Fair Value or Marked-to-Market of existing risk management instruments;
Sensitivity Analysis;

Stress Testing under extreme and volatile market conditions

Duration;

FX exposure hedged/unhedged; and

A range of tactical risk measures are used to generate scenarios that quantify and illustrate
the effect of various market fluctuations on the range of underlying Transnet exposures and
on Transnet’s Operating Divisions as a whole. A range of risk scenarios are used as critical
input into the financial risk management decision-making process.
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7.2.1. Financial Risk Tolerance:
7.2.1.1. Interest Rate Risk

Sensitivity analysis is used to determine the impact of interest rate movements on
approved external finance cost budget per financial year (existing liability portfolio plus
new funding to be raised). Stress testing is included to show extreme market
movements. Corrective action should be implemented if there is a high possibility that
the negative cash flow impact against the latest approved annual external finance cost
budget (including capitalised borrowing cost) is more than 5% (14/15 budget:
R8 867m * 5% = R445 m). The limit includes the actual YTD performance as recorded
in the General Ledger and should be updated when new budgets are approved.

7.2.1.2. Commodity Risk (fuel)

Sensitivity analysis is used to determine the negative impact of commodity (like Brent
Crude oil) and exchange rate movements (including fuel levy income) on the approved
fuel budget. Stress testing is included to show extreme market movements. Corrective
action should be implemented if there is a high possibility that the negative cash flow
impact against the latest approved Fuel budget is more than 12.5 % (14/15 budget:

R3 161 m * 12.5 %= R 400 m). This limit includes the actual YTD performance as
recorded in the General Ledger and should be updated when new budgets are

approved.

7.2.1.3. Value at Risk (FX)

The emphasis at Transnet is mainly on cash flow, liquidity and budget management and
hence VaR will only be used on a limited basis and calculated on committed,

unhedged FX risk exposures.

The calculation of VaR is a risk management tool and will not necessarily have a direct
visible impact on the bottom line of the Group’s income statement. Corrective action
should be taken if VaR is more than 0.5% of the latest approved budgeted EBITDA
(14/15 budget: R 29 477 m*0.5% = R150m). This should be updated when new
budgets are approved.

7.2.1.4. Fair Value Analysis (ICSaR)

Sensitivity analysis is used to determine the impact on the net fair market values of all
financial instruments. Stress testing to be included to show extreme market movements.
Corrective action should be implemented if there is a high possibility that the negative
impact on the fair value line of the income statement, is more than 4 % of latest
approved budgeted EBITDA (14/15 budget: R 29 477 m*4% = R1 180 m). This
should include actual numbers recorded per financial year and should be updated when
new budgets are approved. The major reasons could be ineffective hedges (hedge

accounting).
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7.3. Collective Financial Risk Management Tolerance

The Board approves the overall financial risk tolerance which is defined as 2.50% of the
latest annual budgeted EBITDA. The table below defines the calculation.

Parameter Value

Underlying exposure 12-month Budgeted exposures

Confidence Interval 95%

Risk Horizon 90 days

Maximum Risk Tolerance (Collectively) 14/15 budget: R 29477 m * 3 % = R 885m
Exposures included par7.2.1.1, par 7.2.1.2 and par 7.2.1.3

The performance against the Financial Risk Tolerance limits as well as the Collective
Financial Risk Management Tolerance limits must be reported to FINCO and Audit
Committee at their scheduled meetings.

8. FINANCIAL RISK MANAGEMENT LANDSCAPE

8.1. Introduction

Transnet’s ERM approach rests on three pillars, namely; the King III, COSOQ framework, and
PFMA. The Board has entrusted the responsibility of robust risk management processes to
the GCE. '

Risk management, as defined in the ERM approach, focuses on operational risks, business/
commercial risks, financial/market risks as well as Asset and Liability management. The focus
of this FRMF is on market risk (which includes credit risk) as described in detail below.

8.2. The Objective of the Policy

The objective of this policy is to provide clear guidelines to effective risk
management by ensuring that:

+ Risks are independently identified, assessed, quantified, mitigated and monitored
regularly;
Mitigating hedging strategies are developed and implemented;
The effectiveness of hedging strategies are monitored monthly; and
Risk exposures are performance measured and formally reported to appropriate
authorities.

8.3. CreditRisk

Credit Risk is defined as the risk that a counterparty will fail to honour its financial
obligations to the Transnet Group.

Credit risk arises in many of Transnet's business activities through the services rendered by
the Operating Divisions to customers and Treasury’s hedging and investments activities. The
financial risk owing to credit extension could have a profound impact on earnings, capital
reserves as well as profitability.

The management of credit risk is undertaken through the setting of Counterparty risk limits
in terms of the policy, taking into consideration the relationship amongst all the risks to
which Transnet is exposed to and Transnet’s risk appetite.
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Credit risk consists of the following types:
8.3.1. Country Risk

The risk that a counterparty is unable to meet its foreign financial and or contractual
obligations because the country is either unable to or unwilling to meet its financial
obligations.

8.3.2. Settlement/Delivery Risk

Is the risk that a counterparty cannot deliver on its contractual commitment on the
contracted maturity date. This includes settlement of cash, and or the delivery of securities
(Notes).

8.3.3. Investment Risk

The risk of losing the nominal value plus accrued interest on an investment done with a
counterparty in the event of default by that counterparty.

8.3.4. Price Risk

The risk that the price of a market security, investment or any financial instrument changes
as a result of changes in the underlying economic market conditions like interest rates,
exchange rates, credit risk, commodity prices, volatility etc before maturity date, and thereby
forcing the underlying transaction to be closed-out at a market value loss (this includes
bonds and derivative financial instruments) due to the inability of the counter party to
honour the transaction.

8.4. Market Risks

Market risk consist of trading and investment risk, interest rate risk, liquidity risk, foreign
exchange risk, commodity risk and to a limited extent, gap (mismatches in maturities and
interest rates) risk.

8.4.1. Interest Rate Risk

Interest rate risk refers to the potential variability in Transnet’s financial condition owing to
changes in interest rate levels. The standard measure of interest rate risk includes the
repricing of floating rate debt and interest rate shocks on liability portfolio to determine
potential impact on the external finance cost budget.

8.4.2. Liquidity Risk

Liquidity risk is the risk that Transnet is not able to generate sufficient cash to honour its
financial commitments. In essence liquidity risk is due to a weak balance sheet structure,
which has no cushion of resources to provide cash to cope with unexpected events. Cash
flow management and quick access to additional cash through committed bank facilities are
therefore crucial to liquidity risk management. In Transnet it refers particularly to the risk of
Transnet’s inability to advance funds for capital expenditure, redeem and service loans in
money and capital markets, finance operational costs and generate cash for unanticipated
financial commitments.
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Liguidity Risk Management Includes:

Prudent asset and liability management;

Setting up high target of accuracy on actual versus forecasted cash flows;
Diversification of funding sources;

Maintaining sufficient levels of funds in cash or near-cash investments; and
Adequate committed bank facility lines.

8.4.3. Commodity Risk

Commodity risk refers to the potential variability in Transnet’s financial conditions owing to
the changes in commodity prices such as Brent crude oil, steel, iron ore, electricity and
others used in the operations of Transnet. The strategic emphasis on commodity risk
management is to protect budgeted levels at both capital expenditure and operational level.

9. Counterparty Risk Management Policy
9.1. Purpose of Policy

The purpose of the counterparty risk policy is:

To mitigate counterparty risk exposures;

To diversify counterparty risk exposures;

To set limits for the different types of counterparty risk exposures; and

To ensure that financial transactions are done with approved high credit quality counter
parties.

9.2. Background and Terms of Reference

ACTSA best practice charter principle # 14 — Creditworthiness, states that "EXCO
should be responsible for the evaluation of customer and counterparty credit worthiness and
the setting of individual credit limits”.

In Transnet, this requirement is achieved by:

9.3. Determining Limits for Rated Institutions

9.3.1. Selection of Counterparties through Credit Risk Analysis

A rated counterparty is defined as a counterparty that is rated by a reputable rating agency
such as Moody’s Investor Services, Standard & Poor’s, Fitch Ratings, Global Credit Ratings or
any other rating agency acceptable to Transnet. When selecting rated financial institutions
for the allocation of investment and price risk limits for Treasury related financial
instruments, the following minimum criteria applies:

e Minimum net equity of R5 billion.
¢ Long term Investment Grade credit rating.

Exceptions to the above will be allowed to accommodate operational bank account balances
in foreign jurisdictions (which is very limited in Transnet's case).

The following second tier [imit structures are applied to diversify counterparty risk
exposures.

¢ Limit the cash exposures to 40% of overall cash available in respect of counterparties
where the long term credit ratings are single A* ratings.
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¢ Only invest cash with counterparties that have a Short Term Investment Grade
credit rating (excluding bank account balances in foreign jurisdictions).

» No more than 33% of total cash available may be invested with a single counterparty
within the approved limits. This excludes overnight operational bank balances as a one
day grace period is allowed to enable Treasury to move funds. As a result of the
unpredictability of dafly cash balances, this will be monitored per investment category.

9.3.2. Establishment of Investment Limits per Institution

Transnet uses a credit risk scoring model to calculate the limits. The basic principles of the
model are to calculate an overall credit score per counterparty by using a number of
variables like long and short term credit ratings and financial ratios across the balance sheet
and income statement.

The credit score is then applied to the net worth and adjusted by a factor (haircut), to
calculate the overall limit per counterparty. The purpose of the haircut is to determine the
limits required to accommodate cash on hand, also taking into account the impact of a pre-
funding strategy as well as the Group’s normal hedging and funding programmes.

Domestic counterparties are allocated a higher haircut than international counterparties due
to the huge difference in balance sheet sizes. The haircut may be reduced for individual
banks in instances where a new relationship is established or where there are clear
indications that the bank have a limited credit risk appetite for Transnet or is only willing to
transact in certain instrument types.

A maximum haircut of 18% for local banks and 3% for international banks should be
applied. This will be reviewed during the annual update of the FRMF and may change due to
a result of overall limit requirements for the successful execution of MDS.

Detail of the application of the credit risk scoring model and the haircut application will be
recorded in a procedure manual for reference and audit purposes. Limits are established at
Company level for both international and domestic counterparties.

Price risk limits in respect of derivative financial instruments for international banks may only
be established if the international bank is a local authorised dealer unless specific approval
has been obtained from the SARB. This is in line with SARB's rules on these transactions.

9.3.3. Establishment of Investment Limits per Investment Instrument

To manage and control investments per investment instrument, the following limits will be
applicable per investment category.

Fixed limits are not feasible as the total amount of cash on hand cannot be controlled by
Transnet Treasury. As a result of the unpredictability of daily cash balances, (i) and (jii)
below are calculated on the day when the investments are done and Traders will have a
grace period of 10 business days to rectify positions, before a limit breach is deemed to have
occurred,

Investment Category Limit
0 bC:II:"l‘r::::stments and operational bank A maximum of 100%b of overall cash available.
(ii) Fixed Deposits. A maximum of 80% of overall cash available.

(ifi) Liquid Tradable Assets i.e. NCD’s, BA's,

. o .
Promissory notes etc. A maximum of 10%b of overall cash available.

(iv) Money Market Funds in total A maximum of R8 billion
A maximum of R3 billion per single fund limited to
(v) Money market funds (individual) 33% of cash available or 10% of the size of the
fund.

(vi) Repo’s on Funding Portfolio R3 billion
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9.324. Monitoring of Investments against Limits

All exposures are monitored against approved limits on a daily basis. The only exception is
bank balances in foreign jurisdictions, which are only available on a monthly basis, and are
monitored as such.

9.3.5. Re-Assessment of Counterparty Credit Risk Based on Credit Ratings

Counterparty credit risk is reviewed and assessed on a regular basis, and if any material
financial deterioration is detected on any approved counterparty, like a credit down grade,
the Treasury Middle Office assesses and scales down the limits (if necessary), to reduce any
possible risk.

Any downscaling of limits needs to be reported to the Treasurer, GCFO and to FINCOQ as and
when it occurs, but no later than one month (due to monthly reporting to Committees).
Treasury should perform a formal analysis and review of counterparties at least twice a year
or as necessary.

9.3.6. Assessment of Investment Instruments Based on Liquidity
Requirements

All new investments and financial instruments must go through a testing and approval
process before they can be utilised. Liquidity requirements need to be considered before
entering into the transaction to ensure the availability of cash as and when required.

9.3.7. Determining Limits for Unrated Institutions

Transnet strives to apply best efforts to open bank accounts with rated counterparties in
foreign jurisdictions.

Exceptions will only be allowed if rated counterparties are not available in the particular
foreign jurisdiction and or if a rated bank is not located in close proximity to the operations
of the Operating Division.

Minimum balances must be maintained for operational purposes and excess cash should be
repatriated on a monthly basis. The only exception to this rule will be regulatory constraints
and explicit approval for this arrangement must be obtained from the GCFO. No investments
with unrated counterparties are allowed.

A formal risk credit risk assessment may not be possible in respect of unrated counterparties
due to the lack or unavailability of audited financial information. All efforts should be made
to obtain as much information as possible and to compare results amongst unrated
counterparties for benchmarking purposes.

Counterparty risk limits are formulated by Treasury Middle Office and presented for approval
in terms of the approved DOA. Where limit types are not included In the approved DOA, the
Deputy Treasurer Operations, Middle Office and or Treasurer (Or other delegates formally
mandated by the Group Treasurer) can approve all types of counterparties where limits are
not necessary i.e. investors in bonds and commercial paper, lenders, suppliers of goods and
services etc.

9.3.8. Determining limits for issuers of guarantees

Where credit risk arises due to guarantees issued by external parties (banks, financial
institutions, insurance companies etc) as a risk mitigation in supplier agreements (advance
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payment guarantees (APG), performance bonds (PB), retention bonds (RB) etc, the following
criteria will apply:

9.3.8.1. Issuers with limits for Treasury related financial transactions

Where counterparty limits have been approved for Treasury related financial
transactions in accordance with DOA, the credit risk will be offset against the
overall approved limit.

9.3.8.2. Issuers for non-Treasury related financial transactions

When an Issuer requires a limit for non-Treasury related financial transactions, (i.e
APG's, PB's RB’s etc) only the credit rating requirement will apply. Issuers must
have a long term investment grade rating as defined in the definitions.

. Limits will be calculated based on financial and credit rating information
and
) Allocated limits will be reviewed annually or adjusted downwards, shouid

adverse information become available.

9.4. Settlement Risk Limits

The settlement limits for approved counterparties should be set at 1.5 times of the
approved credit limits in line with authority as stipulated in the DOA.

Settlement limits will not apply to settlements relating to guarantees issued in relation to
"9.3.8 Determining limits for issuers of guarantees” above.

9.5. Bond Issue and Bond Issuer Risk Limits for the Investment of surplus cash on
repo portfolio.

Only bonds and bond issuers approved in terms of the DOA may be used as the underlying
instrument/issuer when surplus cash is invested for short periods with JSE members.

9.6. Repo Limits for JSE Members

One annual limit in respect of all JSE members will be calculated for the repo portfolio as
listed bonds and members of the exchange are protected by the JSE Guarantee Fund.

9.7. Repo Limits for JSE Clients (Price Risk)

Repo trades will not be allowed with JSE clients (Non — JSE members) due to the
outsourcing of the market making function to the external market making panel. Repo
transactions may only be done with JSE members.

9.8. Money Market Funds

Money market funds have been in existence for about thirteen years in South Africa and
these funds create an opportunity for Transnet to earn a higher return relative to the other
investment types, like call and fixed deposits. There are approximately R242 billion of assets
managed by Money Market Funds in South Africa. Money Market Funds further diversify the
risk of default as the assets of the funds are spread amongst a number of issuers,
instruments, banks and or financial institutions.

Some money market funds are rated, whilst the assets and or issuers of the paper in others
are rated. Treasury can invest in Money Market funds under the following approved criteria:
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The Money Market fund must be governed by the Financial Services Board (FSB).

The Money Market fund must be regulated by the Collective Investment Scheme
Control Act (CISCA).

The fund must be in existence for at ieast three years.

The fund must have a policy limit that prohibits investments of more than 30% with a
single counter party.

The fund’s objective should be capital preservation.

Either the Fund must have a Long Term Investment Grade credit rating or

The assets of the Fund must be rated with a minimum Short Term Investment
Grade rating or the Fund may only invest in assets where the issuers/banks/financial
institutions, have a minimum Long Term Investment Grade credit rating. The Fund
should have approved limits either per instrument, per counter party or per rating
category.

9.9. Master Agreements

ISDA master agreements shall be concluded before any derivative financial instruments can
be traded with an approved counter party. The approval of ISDA and ISMA master
agreements, where applicable, should be done in line with the DOA and all efforts must be
made to ensure standardisation across these legal agreements. ISDA covenants must be
monitored at least on a quarterly basis to mitigate the risk of potential breaches.

9.10. Margining and Collateral

Transnet is not allowed to post any type of collateral and or margining as security with banks
and or financial institutions in respect of any hedging transactions. This also prohibits
Treasury to sign Credit Support Annex Agreements (CSA) with any of its counter parties that

. require such posting of collateral. The main reason is to ensure that cash is not utilised
ineffectively during a prolonged period when Transnet is a net borrower of funds. Transnet
must always strive to enter into hedging arrangements without any break clauses. Any ISMA
agreements entered into with Repo counterparties should exclude any margining
arrangements.

As a result of the implementation of Basle III, financial institutions may provide hedging and
lending facilities to Transnet at a reduced cost should posting of collateral and the resultant
signing of a CSA be considered. Any such consideration can only be approved by the GCFO
after careful consideration of the benefits and risks involved, with specific reference to
liquidity risk.

9.11. Breaching of Counterparty Limits

All counterparty limit breaches should be reported to the Treasurer and GCFO as and when
they occur and monthly to FINCO and the Audit Committee. When the limit is breached, the
Treasurer shall decide whether the position should be closed immediately or, be maintained
for a limited period within the authority as outlined below.

LIMIT TYPE TREASURER GCFO GCE
Investment Risk Limits < 1 Week £ 1 Month > 1 Month
Marginal Risk Limits < 1 Week < 1 Month > 1 Month
Bond Issue and Issuer Limits < 1 Week > 1 Week -
Settlement Risk Limits <=1 Day > 1 Day -
_Investment limits per investment < = 1 Week > 1 Week _
instrument

2™ Tier limits < =1 Week >1Week |-

9.12. Credit Risk Assessment of Debtors
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The credit risk assessment of commercial debtors is done at Operating Division level and
these limits are approved in terms of the DOA.

10.

LIQUIDITY RISK MANAGEMENT POLICY

10.1. Objectives

The main objective of the liquidity risk management policy is to ensure adequate availability
of funds in all currencies, to enable Transnet to meet all expected and unexpected financial
commitments cost effectively through the achievement of the following:

To manage the contractual maturity gap between assets and liabilities;

To manage current and projected cash flows;

To maintain an adequate level of cash holdings;

To diversify funding sources and have funding programmes available to reduce reliance
on particular sources to support effective liquidity risk management;

To spread the maturity of debt issues to reduce refinancing risk;

To do pre-funding of major capital redemptions to mitigate liquidity risk; and

Where needed, extend the debt portfolio to match the underlying assets.

10.2. Level of Liquidity

The appropriate level of liquidity requires a balancing of two conflicting objectives, namely
maintaining an adequate level of liquidity holdings, while minimising financial risks, such as
credit risk, interest rate risk, re- investment risk and cost of carry.

The role of committed credit lines in addition to surplus liquidity levels is crucially important
to ensure credit rating is not negatively impacted. It is therefore critical to establish an
appropriate mix of credit/investment aiternatives to meet liquidity demands. Multiple use of
credit facilities that can be used for overdraft, and/or term capital transfers provide this
flexibility without incurring unnecessary credit line or commitment expenses. Transnet has
banking credit facilities (committed and uncommitted) available with a number of banks.

10.3. Liquidity Risk Thresholds

10.3.1. Threshold 1

Strive to maintain a minimum of 1.2 times sources versus uses ratio (A/B) on a rolling 12
month basis to meet Standard and Poor’s liquidity requirement.

10.3.2. Threshold 2

Available/surplus funds can only be invested in capital market instruments under the
following conditions;

A requirement to invest ring fenced cash for longer periods in the capital markets,
where the cash is dedicated for utilization on a specific project. Transnet's intention is
to match the maturity of the capital market instrument with the requirements for cash
to avoid capital loss.

-Surplus cash that is available for periods longer than three months can be invested in

capital market instruments issued by Issuers with a long term investment grade credit
rating by utilising approved instruments in paragraph 19.1 with the intention to
maintain the investment until maturity to avoid any capital losses.
The result of an investment condition as stipulated by a Regulator.

Where circumstances beyond Transnet's control, forces Transnet to liquidate the portfolio
before its original maturity date, the GCFO’s approval should be sought for any possible
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capital loss that may be incurred as a result of this premature liquidation. The purpose of
investing in these instruments is to enhance return.

10.3.3. Threshold 3

Maximum tenor of money market investments not to exceed 365 days to ensure that cash
is not tied up for long periods of time and defeat liquidity risk management principles.

10.3.4. Threshold 4

Treasury will strive to maintain a cash liquidity buffer of approximately R1 000 million
during the current phase of intensive capital investments. The buffer will fluctuate over
month ends as a result of debtor receipts and creditor payments. The buffer should be
included in all cash forecasts. A minimum of R150 million should be kept in accounts that
are available for same day value to cater for unforeseen disbursements.

10.3.5. Threshold 5

Available (committed) short term facilities of R 8 billion during the MDS phase. Committed
facilities include cash on hand and short term investments that can be used to meet working
capital and debt redemption obligations.

10.3.6. Threshold 6

Available (committed) medium term facilities of USD 250 million to cover any expected
foreign currency commitments. This can be covered by a revolver credit facility.

10.3.7. Threshold 7

Diversify committed facilities between different global markets to act as buffer when
economic stress is encountered in certain regions.

10.3.8. Threshold 8

All major capital redemptions of a single maturity which are more than R2 billion should be
fully funded six weeks in advance to minimise liquidity risk.

10.4. Liquidity Crisis Process

Guideline Statements on Treasury Best Practice issued by National Treasury states
under liquidity risk reporting, “In the event where a liquidity crisis becomes likely it is the
duty of the Treasurer immediately to notify the Board officially of the situation”,

In the Transnet context and in line with the reporting structure, the Group Treasurer will
inform the Board through the office of the GCFO when a liquidity crisis becomes likely. Full
disclosure should be done of the possible impact in reports to FINCO, EXCO and Board at
scheduled meetings. The CFO will construct a task team with immediate effect to consider
alternatives and recommend appropriate action to the Board. If the crisis is of a serious
nature, the Board need to inform the Shareholder accordingly.

11. CASH MANAGEMENT
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11.1. Background

Cash management activity is driven by the cash needs of underlying business.
The main activities being:

¢ Working capital; and
« Capital expenditure.

11.2. The Objective of the Cash Management Policy

» Maximise liquidity and control cash flows by ensuring that;
» the operational cash requirements of the Group are adequately met;
» short-term financing requirements are satisfied by means of approved short-term
financing products;
e Maximize the value of funds while minimizing the cost of those funds;
e Ensure that unplanned cash surpluses or shortages are kept to a minimum; and
e Monitor and report on the overall cash flow of the Group.

To achieve the above objectives Treasury requires efficient short, medium and long-term
cash forecasting and planning. This implies that Treasury must have direct interface with the
Operating Divisions in order to understand the sources of cash generation and cash
consumption and the underlying drivers of both. This data is then synthesised into a cash
management strategy which is executed and performance-managed by Treasury. The
integration of cash management strategy and liquidity management solutions remains a
paramount objective.

11.3. Centralisation of Bank Balances

The aggregate of all transactions arising in RSA based bank accounts for the Group (the end
of day balance) except petty cash accounts and benevolent accounts, are transferred (rolled
up) daily to a Group account managed by Treasury.

The main characteristics therefore are that the cash resources and the cash requirements of
the Group are managed on a central, pooled basis by Treasury. The balances are posted to
the inter-group current accounts of the businesses, which are operated as an exact replica of
an external bank account.

11.4. Cash Flow Forecasting

Cash flow forecasting is paramount to prudent and effective cash management. Forecasts
are split into inflows and outflows. The forecasts are then consoclidated at the Division’s head
office level and passed through to Treasury once a week for a rolling ninety (90) day
forecast. These are further reviewed daily for any substantial movements/adjustments,
which are communicated to Treasury to enable funding and investment decisions to be made
by Treasury timeously.

Accurate cash forecasting is an essential tool to the cash management process, but reliability
of the data is paramount for each of the processes.

A range of forecasts with different time horizons are required by Treasury to reflect different
cash management decisions i.e., short-term, medium-term and long-term horizons.
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Short Term Forecast

Short-term forecasts (3 months rolling) are used to support day-to-day decisions on cash
management. A one day forecast is used to identify actual cash flows through the company’s
bank accounts to inform funding and investment decisions.

11.4.1. Medium Term Forecast

Medium term forecast is the twelve month rolling cash flow forecast (by month), used to
plan major draw-downs and repayments of funding or investment of short/medium-term
surpluses. This is used for the annual funding/borrowing plan.

Although the budgeting process information is used, the receipts and disbursement method
is the basis of calculating the forecasts.

11.4.2. Long Term Forecast

This is a five year forecast per annum, which is used to manage overall funding
requirements in line with the Corporate Plan. These forecasts are based on the corporate
budgeting and planning system and are incorporated into the corporate plan projections
submitted annually to the Shareholder. There is a close relationship between all these
forecasts and the projected Income Statement and Balance Sheet.

11.4.3. Cash Flow Variances

Divisions compare their updated forecasts to actual on a monthly basis and any variances
are explained, reported to FINCO and used to enhance the cash management processes.
Targets of variances and accuracy levels that need to be achieved are recorded in the
Group’s cash management policy number CM1/2009 of which the last version was approved
by EXCO during April 2010.

In addition to the processes outlined above, the businesses are also expected to maintain
constant daily dialogue with Treasury regarding expected changes to the timing of their cash
flows.

12. INTEREST RATE RISK POLICY

12.1. Policy Objectives

The main objective of the Interest Rate Risk policy is to minimise the Group's external
finance cost through the following:

Manage the ratio of floating rate exposures versus fixed rate exposures;

Reduce the WACD to ensure the gap to prevailing market rates is reduced;

Take advantage of interest rate cycles;

Support the business strategy in so far as interest rates are concerned;

Minimize the negative impact of adverse interest rate movements on the Group’s net

income, cash flows and external finance cost within an acceptable risk profile;

¢ Minimize the market making cost on the repo facilities granted to the external market
making panel under the DMTN programme;

» Manage the basis risk exposure where interest rate risk is netted between investments
and borrowings; and

» Manage the duration of the debt portfolio (including derivatives) to try and achieve

alignment with the duration of the average payback periods of the assets.
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12.2. Interest Rate Risk Exposures

Interest rate risk exposures at Transnet are primarily the result of the Group’s financing
agreements entered into at either a fixed and or a fioating rate that attracts an interest rate
risk exposure and needs to be managed. Apart from the existing liabilities, all new funding
requirements and or investments are exposed to Interest rate risk and negative movements
in interest rates can have a material impact on external finance charges. Furthermore
movements in swap and or yield curves will have an impact on the fair values of all types of
derivatives and loans/investments that are fair valued.

12.3. Investments

The surplus funds of the Group are invested in the short-term liquidity portfolio with prices
mainly in a floating rate form and fixed for short periods of time (money market).

12.4. Fixed Versus Floating Interest Rate Composition

The correct interest rate mix is different for each company, industry, differing leverages,
acquisitive versus stable entities and differing credit quality companies.

To enable Treasury to manage interest rate trends in both a rising and falling environment,
the fixed portion of interest rates may be managed between 70% and 90%. The floating
interest rate portion can therefore vary between 10% and 30% (after hedging). The
calculation of the composition will include debt of all currencies translated into Rand. The
rationale for setting these limits is the result of the long term nature of Transnet’s assets.
When reporting, Treasury will report on both pre and post hedged debt. The fix/float
composition will be reviewed annually as part of this policy review.

12.5. Hedging of Interest Rate Risk

Both floating and fixed rate exposures carry an interest rate risk as fixed rates that are
higher than prevailing markets rates create an opportunity loss and need to be managed.

Interest rate hedges entered into over fong periods can create volatility in the income
statement of the Group if not hedge accounted for. The preferred option will be to enter into
a loan with the fix/floating characteristics as required. Interest rate risk hedges can be done
at a later stage when markets or trends have changed. Where ever possible Treasury will
incorporate interest rate hedging instruments as part of the original funding agreements.
Input and review of the proposed loan and or hedging structure should be made by
Accounting and the Hedge Accounting specialist to ensure alignment to accounting standards
and avoid unacceptable volatility in the Group’s financials.

The market conditions (interest rate cycles) play an important role in determining the timing
of interest rate risk hedges. Yield curves shapes normally do not support the hedging of
interest rate risks over very short periods and it is for this reason that relative long tenors
are allowed. Interest rate risk hedges are approved in terms of the DOA.

Although no limits are set in respect of the duration of the overall funding portfolio, the
duration should be calculated on a monthly basis and reported to FINCO since short versus
longer durations react differently in a high versus low interest rate environment.

13. BREACHING OF LIMITS

Calculation of exposures is measured against exposure limits and breaches of limits are
reported to the Treasurer and the GCFO as and when they occur and monthly or in the next
meeting of FINCO and the Audit Committee. The breach of any interest rate limit may only
be approved by the higher level of authority as outlined in the DOA.
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14. MARKET MAKING

14.1. Objective of a Market Making Policy

The objective of the Market Making Policy is to:

» Guide the management of the variability of the spread between the Transnet curve and
the Government benchmark curve.
Improve overall liquidity of Transnet's notes under the DMTN programme.
Monitor the activities of external market makers closely.
Ensure limited risk is carried by Transnet as a result of repo - facilities that will be
offered by Transnet to the external market makers and or JSE Members.

14.2. Background

External Market Makers were appointed during 2007 to do market making on bonds issued
by Transnet under the DMTN programme, to improve the marketability, liquidity and
tradability of Transnet bonds so as to optimise financing costs over the long term. The
external market makers and or JSE members are used to facilitate the bond auction
processes under the DMTN programme. The Dutch auction methodology is used for bond
auctions where all bids allocated are cleared at the same spread/all in rate.

The outsourcing arrangement has reduced the risk for Transnet from a balance sheet
perspective and this will continue until maturity of the bonds or until such time there is a
clear indication that the spreads on bonds issued under DMTN programme has increased
only as a result of the inability of the Market Making Panel to assist Transnet in containing
the spreads above Government benchmark.

Market Makers are remunerated on an auction participation and performance fee basis.
Transnet is only required to make available short term repo facility (buy & sellbacks and sell
& buy backs) on Transnet bonds issued under DMTN, with limited risk to Transnet.

14.3. Market Making in Transnet Bonds

14.3.1. Annual Loss on repo portfolio.

The maximum annual loss to accommodate repo trades with the external market making
panel and or JSE members should not exceed R2.5 million per financial year. This includes
the net result of all activities on the repo portfolio, inclusive of carry costs.

Transactional fimits applicable on market making spot and repo transactions are defined in
the DOA.

14.3.2. Procedure when Breaching of Limit Occurs

Any limit breaches on the repo portfolio should be reported to the Treasurer and GCFO as it
happens and to FINCO and the Audit Committee on a monthly basis, or in the next meeting,
whichever comes first.

The following approvals are applicable in respect of any repo limit breaches:

Deputy Treasurer Front Office Treasurer GCFO
Amount < 5% < 20% >20%
Tenor < One week < Two weeks > Two weeks




MEM-192

14.3.3. Investments in Transnet Commercial Paper

Investments by Transnet in Transnet Commercial Paper are not allowed as it defeats the
utilisation purpose of the funding instrument.

14.3.4. Commercial Paper Auctions

Commercial paper auctions under the DMTN programme are facilitated by the Treasury
dealing team and are allocated on a best bid, ascending basis.

15.

FOREIGN EXCHANGE (FX) RISK POLICY

15.1. Objectives of the Policy

The main objectives of the FX risk management policy are:

To mitigate foreign currency risk exposures;
To bring certainty about future Rand cash flows where FX is involved; and
To insulate the Groups’ income statement against exchange rate fluctuations.

15.2. Foreign Exchange Risk Management

The following principles should be applied within the Group when supplier agreements are
concluded. These are critical to ensure that foreign currency risk exposures are minimised on

the day of origin.

Whenever possible foreign currency risk exposures should be eliminated by entering
into fixed RAND contracts/funding agreements with both local and/or international
based suppliers/lenders. Where an international and or local supplier/lender/arranger
does the hedging, the pricing needs to be compared with Treasury’s pricing to ensure
that the hedge is reasonable and market related. The acceptance of pricing needs to be
done in accordance with the DOA.

Where the cost of the hedge by the international supplier/lender/arranger is deemed
excessive, Transnet will accept the FX risk and hedge itself accordingly. This will ensure
that Transnet has a fixed RAND liability. If foreign currency funding is used, the foreign
exchange rate risk will be hedged to Rand as soon as the exposure is committed or the
Treasurer can obtain approval from the GCFO if there is a need to delay hedging for a
short period of time due to un-favourable market conditions.

If locally registered suppliers are used where imported components are involved,
invoices can only be issued in RAND as exchange control regulations prohibit local
suppliers from invoicing Transnet in a foreign currency. BU’s must request the local
supplier to hedge the imported portion where ever practical, possible and or to fix the
price in RAND for minimum periods as these indirect FX exposures cannot be hedged by
Transnet due to SARB regulations. There will be some exceptions where small business
enterprises do not have sufficient credit lines to accommodate FX hedging on their
balance sheet and or if their cost of hedging is unacceptable to Transnet. For these
exceptions, specific SARB approval needs to be obtained by the local supplier to allow
them to issue FX invoices to Transnet, after which Transnet will hedge on it's own
balance sheet.

If locally registered incorporated/un-incorporated joint ventures (V) are utilised,
SARB's approval should be obtained by the JV for permission to issue invoices in a
foreign currency. This approach should be followed if RAND contracting cannot be
achieved.

All contracts/funding agreements with a foreign currency component of more than
R50m should be reviewed by Treasury, Group Finance and Group Tax during the
establishment process and Operating Divisions should get the sign off from all the
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respective sections before agreements are concluded. Contracts with a foreign currency
component of more than R100m should also get the sign off by the GCFO.

» Embedded derivatives in supplier/funding agreements must be identified, risk analysed
and avoided before agreements are concluded, as this can add to volatility in the
Group’s financials. All embedded derivatives should be declared to Treasury and Group
Financial Reporting on a monthly basis.

Foreign exchange risk should be managed on a net basis including operating and capital
exposures (both income and expenditure), although the FX income for Transnet is minute.
FX exposures are determined from budgeted FX Exposures, FX quarterly updates from
Operating Divisions, and FX cash flows directly submitted by the Operating divisions to
Treasury and or obtained by Treasury as a resuit of their involvement during the contracting
process. The net FX position should be monitored on a monthly basis. Foreign currency risk
exposures should be updated on at least a quarterly basis and or earlier if new/additional
information is available from capital contracts. The accuracy of the foreign currency risk
exposures is of critical importance when hedging strategies are designed.

The accounting and financial risk implications should be fully analysed before a hedging
strategy is implemented. The purpose of hedging strategies should be to bring certainty of
future Rand payments and receipts and to minimise volatility in the Groups’ income
statement. The correct application of hedge accounting on all major hedges is paramount as
hedges can create material volatility in the Group’s financials if not hedge accounted for.
Hedging also enables Operating Divisions and Treasury to prepare more accurate cash flow
budgets.

The foreign versus domestic currency funding decision (loans/leases) should be executed
within the approved annual borrowing plan and the DOA.

Foreign exchange hedging should match specific cash flow requirements if there is relative
certainty of payment dates. If cash flows are uncertain as a result of uncertain delivery
schedules, hedging may be dealt in quarterly/ semi-annual, and/ or in annual buckets and
early take ups allowed to facilitate the actual payments. No pooling of hedging over various
exposure types is allowed as it defeats the object of hedging specific foreign cash flows per
project.

The decision to manage capital FX exposures (such as leases and loans on the Transnet
balance sheet) should be combined with the business strategy and funding decisions to
ensure that funding and FX risk management strategies are complimentary to the business

strategy.

No speculative foreign exchange transactions are alfowed and Treasury is the only approved
participant on behalf of Transnet in the currency markets.

A foreign currency exposure will arise once an agreement/letter of acceptance and or
purchase order has been concluded and signed by both parties and agreement on FX cash
flows and delivery dates have been agreed upon. With specific approval from the GCFO, pre
FX hedging up to 70% can be approved on future purchase orders on “as and when” based
supply agreements over a twelve month period to bring cost certainty in RAND. The approval
must be accompanied by evidence from the OD that there is a high certainty that exposures
will realise over such period. Furthermore such pre-hedging must be within exchange control
regulations.

The Operating Division is expected to submit approved FX cash flows to Treasury within 10
business days after the agreement/purchase order are signed to enable Treasury to arrange
hedging within the approvals of DOA.
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15.3. Foreign Exchange Hedging
15.3.1. Operational Exposures

All direct committed foreign currency operational expenses (Opex) should be hedged, subject
to the limits below. The limits are based on 0.5% of the latest annual Opex budgeted
(excluding depreciation and amortisation) with a minimum of R20 million.

The cumulative committed un-hedged position in respect of Opex shall not exceed the
following limits per Operating Division.

In cases where an Operating Division has submitted approved FX cash flows to Treasury
with a request to hedge, the exposure will be considered hedged for reporting purposes.
This is to not penalise operating divisions unfairly since hedge approvals can take time and
might not have gone fuli circle before reporting at month end, especially where requests are
submitted just before reporting date. All other un-hedged positions will however be reported
to FINCO on a monthly basis.

The amounts below are based on the 2014/2015 budgets and will be updated once approved
budgets for the new financial year become available.

Core Operating Division Net Budgeted Operating Commiitted Un-
Expenses (excluding hedged Limit
depreciation and
amortisation)

Transnet Freight Rail R21 771 m R109 m
Transnet Engineering R12 106 m R60 m
Transnet Port Terminals R6 917 m R35 m
Transnet Corporate Centre R3 954 m R20m
Transnet National Ports

Authority R3419m R20 m
Transnet Capital Projects R3 534 m R20 m
Transnet Pipelines R972 m R20 m

15.3.2. Capital Exposures

All direct committed foreign currency exposures in respect of capital projects should be
hedged as soon as the exposure is committed, subject to the aggregate limits below. The
cumulative committed un-hedged position in respect of capex should not exceed the
following limits per Operating Division. The limits are based on 1% of the annual budgeted
capital expenditure programme, including capitalised borrowing costs with a minimum of
R25 million.

In cases where an Operating Division has submitted approved FX cash flows to Treasury
with a request to hedge, the exposure will be considered hedged for reporting purposes.
This is to not penalise operating divisions unfairly since hedge approvals can take time and
might not have gone full circle before reporting at month end, especially where requests are
submitted just before reporting date. All other un-hedged positions will however be reported
to FINCO on a monthly basis.
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The amounts below are based on the 201472015 budgets and will be updated once approved
budgets for the new financial year become available.

Core Operating Division Budgeted Capex Committed
(excluding capitalised Un-hedged Limit
borrowing costs)

Transnet Freight Rail R21 555 m R216 m
Transnet Pipelines R 1865m R19 m
Transnet National Ports Authority R2 369 m R24 m
Transnet Port Terminals R1 909 m R25 m
Transnet Engineering R1094 m R25 m
Transnet Corporate Centre R1 469 m R25 m
Transnet Property R322 m R25 m
Transnet Capital Projects R29 m R25m

All foreign currency hedging and operational transactions will be executed in
terms of the approvals in the DOA.

Monthly feedback should be given to FINCO on the status and performance of the hedges
executed by Treasury against the underlying exposure. The cumulative un-hedged position
should be reported to FINCO on a monthly basis.

The Operating Division which creates a foreign creditor on their balance sheet should take
the responsibility for FX hedging arrangements through Transnet Treasury. This is also
applicable in so far as inter group transactions are concerned.

15.3.3. Exchange Control

In the past foreign exchange hedging could only be implemented once a firm and
ascertainable commitment was established as required by Exchange Control Regulations. A
commitment, from an exchange control perspective, is established once a purchase
order/supplier contract/letter of acceptance has been signed by both Transnet and the
supplier. During the middle of 2010 the SARB granted permission to allow local
companies/residents/corporates to actively manage currency hedging facilities, in line with
international best practice. The SARB now allows the pre hedging of future commitments,
the hedging of balance sheet translation risk, foreign investment risk and the restructuring of
economically inefficient hedges with residual maturities shorter than six months. These
changes can only be considered and implemented by Transnet Treasury once there is a high
degree of certainty that the hedge accounting process will still be highly effective, the FX risk
is not jeopardised and with the specific approval from the GCFO and in line with the DOA.

All foreign currency hedges may only be entered into with local authorised dealers unless
specific approval has been obtained from the SARB to deviate from this ruling. Proof of
documentation is now only required by the bank doing the cross-border pay away and not
the bank that establishes the contract. Currency contracts that do not result in a physical pay
away under existing exchange control rulings, or contracts that are cancelled, may only be
settled locally in RAND.,

Transnet Treasury is the only Business Unit within the Group that is allowed to action foreign
currency payments.

All requests from Operating Divisions to the SARB to obtain certain approvals/exemptions
should only be done by Treasury.
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15.3.4. Procedure in Limit Breaches

All foreign currency limit breaches are to be approved by the higher level of authority as
stipulated in the DOA and shouid be reported to the Treasurer and the GCFO on a daily basis
as they happen as well as to FINCO and the Audit Committee.

16. FUNDING POLICY
16.1. Objectives

Transnet’s funding strategy aims to ensure that the Group has sufficient liquidity to meet all
its operational and capital investment funding requirements by raising its required funding
ahead of demand cost-effectively from diverse funding sources.

16.2. ACTSA Charter of best Practice Principle No 16: Funding Strategies

The above principle states the following:” Alternative strategies to meet liquidity needs
arising from either a loss of market liquidity or market access should be incorporated into the
company’s contingency planning process”.

16.3. Transnet will execute its Borrowing Programme on the following broad
Principles:

Government Guarantees- Transnet will raise its required funding on the strength of its
own balance sheet without any Government Guarantees.

Matching Assets and Liabilities — Wherever possible matching the payback period of
the asset (not the economic life) with the liability. The tenor of funding will generally be
between 7 and 25 years depending on the asset being financed as well as the availability of
credit lines and investor appetite for different vield curve maturities. Long term debt will be
used for capital expenditure and short term debt for operational cash flow requirements.

Flexibility of Markets and Instruments - Movements in interest rates, characteristics of
the different markets, the shape of the yield curves, all in cost achieved, swapping of foreign
funding to RAND are factors that will be considered when deciding on the appropriate
funding instrument. Treasury must ensure that the funding instruments used should enable
them to achieve alignment with the Group’s overall strategy as approved in the Corporate
Plan. Treasury will take advantage of any window of opportunity offered by the interest rate
environment and the yield curve.

Execution of Funding Plan - Transnet will ensure funding is acquired ahead of demand
within the guidelines as stipulated in this FRMF of ensuring that all financial risks exposures
are mitigated such as liquidity, refinancing, interest rate and foreign exchange rate risk. All
loans or borrowings denominated in a foreign currency will be hedged to Rand. Preference
will be to fund in Rand where possible.

Diversify the Investor Base — Treasury will endeavour to diversify its investor base
through deal, non-deal road shows and market making (locally), not only locally but also
abroad in markets and countries where Treasury is of the opinion that they can successfully
issue debt instruments at cost effective rates.

Cost Effectiveness of Funds - Transnet's strategy of reducing the WACC by reducing the
WACD will be the primary objective to utilising the most cost effective funding instrument.

Debt/Equity and cash interest cover ratios — Transnet will manage these ratios within
the pre-agreed thresholds as agreed with Shareholder in Shareholder’s Compact. Extend
Duration of Debt Portfolio — The funding strategy will incdlude the extension of the
duration of the debt portfolio due to the long term nature of the Group’s assets and payback
periods.
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Innovative funding solutions

Treasury will explore innovative funding solutions with the aim to reduce WACD as well as
impact on gearing and cash interest cover ratios.

Building the Transnet Yield Curve — Treasury will continue building Transnet’s yield
curve at the lowest possible spread above the Government benchmark for fixed rate funding
and the lowest possible spread above the floating rate benchmark for floating rate funding
(JIBAR, LIBOR, EUROBOR etc) and smooth out the maturity profile along the curve to reduce
re-financing risk.

Credit Rating - Maintain or improve Transnet's long term investment grade credit rating as
this is imperative to ensure availability of credit lines and lower cost of funding. A non-
investment grade long term credit rating will have serious implications for Transnet and will
trigger certain loan covenants causing a possible cross default across Transnet’s loans.

Funding strategies - Wili be affirmed on an annual basis through the Corporate Plan.
Reputational risk — To be considered when availability of credit lines are considered.

16.4. Funding Requirement

The size of the funding requirement is driven principally by five factors, namely; capital
expenditure programme, loan redemptions, debt service, cash flows from operations,
investment activities and an adequate cash buffer necessary for prudent liquidity risk
management.

16.5. Diversify Funding Sources

Transnet will seek to expand and diversify its funding sources through the funding initiatives
as listed below.

Bank credit lines.
Commercial paper for short term funding under DMTN programme.
Domestic capital markets for note issuance under the R55 billion DMTN programme in
order to complete the Transnet yield curve: Tapping existing note issues which have
not reached a self-imposed capped limit (to manage re-financing risk) New bond issues
to supplement existing issues.
Long dated project specific bonds to fund designated projects.
Tied/Untied ECA supported financing for imports.
Development Finance Institutions (DFI's) and International Finance Institutions (IFI's)/
multi-lateral organisations to create further alternative funding base.
« Issuing bonds in other markets either as public or private placements such as the YEN,
US$, Euro, Australian Dollar, Swiss Franc and Sukuk markets thereby ensuring further
diversification of funding sources. The cost of possible funding to be raised will be
compared with Rand funding.
Index linked notes under the DMTN programme.
Asset-backed finance and other related finance solutions.
Exploring ways of working with customers and or interested parties to part fund certain
of the capital investments.
Offshore borrowing programmes (Global Medium Term Note Programme (GMTN)).
Bonds guaranteed by ECA’s/DFI's.
Domestic and International bank loans.
Syndicated loan markets in both local and international markets.
Innovative forms of project finance (including PPP’s and others), to create additional
capacity on the Transnet balance sheet.,
» Working with customers and/or interested parties to part fund certain of the capital
investments using private sector participation mechanisms.
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¢ Re-payment and or re-financing and or re-structuring of existing old expensive debt and
implementing more economically viable financing structures.

Sharia compliant funding.

Leasing as an alternative funding solution.

Global infrastructure and sovereign wealth funds.

Hybrid funding structures including equity.

Debt redemption fund ensuring Transnet's large loan redemptions are met, thus
minimising refinancing risk.

The approvals required for signing of ioan documentation and drawdown notices
per funding category/instrument per financial year are defined in the DOA and
the aggregate total may not exceed the total funding amount as approved by the
Board through the annual Corporate Plan.

16.6. Pricing in Illiquid Markets

Where markets are illiquid Treasury should stress test pricing of funding requirements to
determine the subsequent impact on external finance costs per financial year.

16.7. Reporting

Monthly feedback should be given to Finco and EXCO on the portfolio duration, the amount
of funding executed, spreads achieved and ultimate funding levels obtained as well as an

overall WACD for the funding portfolio.

17. DEBT MANAGEMENT

17.1. Letters of Credit

Letters of credit (LC) in a Transnet context are normally requested by certain suppliers of
goods and services to ensure payment is received as contractually agreed. Any LC in a
foreign currency should be hedged by Treasury and not the issuer of the LC. LC’s may only
be issued by Treasury in line with the approvals as stipulated in the DOA.

The Issuer of the LC must at have Long Term Investment Grade credit rating. The
issuance of an LC should not be promoted as it will increase cost for the Group, but is then
acceptable if supplier is not willing to contract without an LC. All endeavours must be put in
place to obtain an LC at the lowest possible cost for the Group.

17.2. Borrowing Powers and Guarantees

In terms of section 66 of the PFMA a Schedule 2 Public Entity such as Transnet may only
borrow money and or issue guarantees through its Accounting Authority, which is the
Transnet Board. The Accounting Authority may not delegate this without prior written
approval from the Minister. Transnet received written approval on 28 March 2001
(borrowing powers) and on 28 February 2002 (guarantees) from the Minister to enable the
Board to sub delegate its borrowing powers and its ability to issue guarantees.

The limits applicable in respect of borrowing powers and the issuing of
guarantees are defined in the DOA.

The Issuer of the Guarantee must have a Long Term Investment Grade credit rating.
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17.3. Standard Loan Documentation

The loan documentation should be aligned with the funding strategy. Transnet Treasury
negotiates for terms and conditions that support financial stability, risk reduction, flexibility
and cost effectiveness of funding instruments. All funding agreements entered into by
Treasury should get sign off from Group Legal, Tax, and all the respective areas within
Treasury to ensure that financial risks are effectively analysed and mitigated.

17.4. Advance Payment Guarantees and Performance Bonds

Operating Divisions should approach Treasury to provide sign off and acceptance on the
“Issuer” of Advance Payment Guarantees and Performance Bonds in supplier agreements to
manage the counter party risk exposures. The Group should endeavour to always ensure
that the issuers of these bonds have a “long term investment grade credit rating”.
Exceptions to the above may only be approved by the GCFO.

17.5. Relationships with Financial Institutions

Treasury’s ability to successfully raise funding and hedging depends mainly on Transnet's
credit rating and the strength of its relationships with investors and other stakeholders. It is
therefore imperative to communicate Transnet’s business and funding strategy to these
institutions effectively and timeously. Road shows by Transnet Executives serve an important
role in keeping the investor community/funders abreast of Transnet’s strategic objectives.
The relationship with financial institutions is important, and it should focus on institutions
from which mutual benefit is to be achieved.

17.6. Financial Covenants

Monitoring of key financial ratios i.e. cash interest cover and gearing are important especially
during the market demand strategy phase. Treasury needs to monitor the impact of financial
covenants in loan agreements, funding and hedging programs at least on a quarterly basis to
try and determine in advance the likelihood of breaching and the resultant cost implication
thereof. The outcome of the analysis should be reported to FINCO and Group Audit
Committee at least quarterly. Stress scenarios should be performed to cover different market
events and when early redemption of debt is considered, when information is requested from
Group and impact on covenants are assessed. The following ratios should be monitored:

e Maximum gearing of 50% and
¢ Minimum cash interest cover of 3 times.

17.7. Asset and Liability Management

Although Treasury will always endeavour to match liabilities with pay back periods of the
assets as reflected above, the Treasury function will not incorporate full ALCO (Asset and
Liability Committee) responsibilities where liability matching is done against assets, inclusive
of re-pricing gap analysis, scenario analysis, stress testing and duration management.

17.8. Treasury Compliance

The formulation of the Compliance Risk Management Framework and Policy is the
responsibility of Transnet Group Compliance. The Board approved Policy and Framework are
adopted and applied at Group Treasury. A dedicated Compliance Officer is resident within
Treasury who  assists Treasury Management in  complying with the
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laws/regulations/directives/rules/standards that are relevant to Treasury (The Treasury
Universe).

17.9. Contractual Compliance

Contractual compliance in respect of supplier agreements is managed at Operating Divisional
level.

17.10. Regulatory Compliance

The management and monitoring of regulatory compliance within the Group is managed by
Group Economic Regulation.

17.11.Intergroup Financing
17.11.1. Objective

The objective of the Intergroup Financing policy is to provide guidelines and directives within
which Treasury can establish inter group loans to Operating Divisions.

17.11.2. External Funding

The Operating Divisions of Transnet are not allowed to obtain direct funding from external
sources except for operational leases. Treasury is the only Business Unit mandated and
authorised to enter into external financing agreements.

17.11.3. Back to Back Intergroup Loans

To enable Treasury to recover the costs from the Operating Divisions, back-to-back loans
between Treasury and the Operating Divisions are concluded. As Transnet Treasury is not a
profit centre, no margins should be added by Treasury to ensure that the pricing remains
cost effective. It is not practical to establish inter group loans on an occasional basis and the
Operating Division can utilise their current account facility to fund operational expenses and
small capital expenses on a daily basis. Short, medium and long term inter group loans can
be established quarterly as more clarity will then be available on the cash flow stream of
capital projects.

17.11.4. Approval of Intergroup Loans

Operational and capital budgets of all the Operating Divisions are approved by the Board on
an annual basis and this approval enables Treasury to provide funding to the Operating
Division in amounts equal to the approved budgets as the consolidated resuits of the
budgets are incorporated into the annual borrowing plan. Increases in estimated total cost
per project are approved in terms of the DOA.

The granting of interest bearing inter group loans can only be done in line with
the approvals as defined in the DOA.

17.11.5. Operational Leases in Foreign Currency

Any operational leases that are not Rand denominated need specific approval from the GCFQ before it can be
concluded. This should only be allowed in exceptional cases where Rand denominated operational leases
cannot be utilised as with over-border activities.
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COMMODITY RISK POLICY (FUEL)

18.1. Objective of the Policy

The objective of this policy is to set specific risk management directives and guidelines within
which Treasury should manage the Commodity (fuel) risk exposure of the Group and to
create more certainty in terms of cash flows to allow the Operating Division to establish
tariffs on sound principles and still be competitive.

18.2. Basis Risk

Basis risk is important when commodity fuel hedges are entered into. It can be defined as
the relationship between the underlying products used in the hedges versus the actual
commaodity consumed by Transnet. The products underlying the hedging transactions could
be ICE Gasoil or Brent crude oil, for example, whilst the basic fuel price (BFP) is based on
Mediterranean and Arab Gulf based products.

Basis risk will always be part of a fuel hedging program and a tool available to mitigate
basis risk is to ensure that the historic price correlation over a twelve-month period between
the underlying products utilised in the hedges and the petroleum products consumed by
Transnet has a historic correlation greater than 80% at the outset of the hedge.

18.3. Margining and Collateral

The majority of commodity-hedging transactions are subject to daily/monthly margining
agreements, which are governed by credit support annex (CSA’s) to the main ISDA
agreements. Transnet will not enter into any CSA's with counterparties as there should be
counterparties available who are willing to enter into fuel hedging transactions without
margining arrangements.

To ensure that no unnecessary pressure is put on the cash resources of the Group; fuel-
hedging transactions may only be executed with approved counterparties who do not require
margining agreements. This is to avoid the posting of any collateral and the tying up of cash
for extended periods of time. Position will be reviewed on an annual basis.

18.4. Compliance and Exchange Control Regulations

The South African Reserve Bank only allows RAND based fuel hedges as Transnet is not a
natural generator of foreign currency income. Fuel hedges in any foreign currency are not
allowed. In addition to this the SARB does not allow the USD/RAND component of fuel to be
hedged separately from the commodity component.

18.5. Hedging Program

RAND based fuel hedging products simultaneously hedge both the commodity and
exchange rate risk of fuel exposures. Available hedging instruments only allow the hedging
of the basic fuel price (BFP) as add-ons, such as taxes, levies and margins and these cannot
be hedged. Although it varies from month to month, the basic fuel price constitutes around
60% of the overall price of diesel and petrol, and it is this portion that is exposed to
movements in oil prices and the USD/ZAR exchange rate.
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The ultimate product chosen for a specific strategy will depend on pricing, best mitigation of
the risk exposure and after consideration of the accounting and tax treatment. For effective

hedging the following are imperative:

» No speculative transactions may be entered into and transactions can only be used for
hedging purposes.

* The liquidity of the financial instrument and the underlying commodity must be high
with transparent and accessible pricing.

¢ Only vanilla type of instruments Is allowed and no exotic instruments like extendibility
of structures in terms of volumes and tenor by choice of the counterparty and double-
up functionality are allowed.

No physical exchange of the commodity is allowed and all hedges must be cash settled.
The tenor of fuel hedges may not exceed eighteen months on a rolling basis.

The hedges may not exceed 75% of annual budgeted consumption to allow for
variability in actual consumption.

* The natural hedge in the form of the energy levy that is incorporated into certain
customer agreements at TFR will be used to mitigate part of the fuel risk exposures
and this should be considered when hedging strategies are developed to ensure that
both the hedges and the energy levy do not exceed the 75%.

» Should hedging be done and the levels have not been set for the energy levy per the
financial year (as this is only done on 01 Aprii annually), energy levy should be
excluded. Any hedges done after levy has been set, should include impact of energy
levy.

* The hedging programme’s main emphasis is to ensure that the risk limits as contained
in paragraph 7.2.1.2 are not exceeded per financial year to maintain fuel costs due to
commodity and exchange rate movements.

18.6. Hedging Instruments

The type of instruments utilised in the hedging programme will determine the level of
possible volatility in the Group’s income statement due to monthly fair value movements.
The utilisation of swaps and zero cost structures will add to volatility in the financials as a
result of movements in currencies, oil prices and volatilities.

Buying Call options limit the volatility to the premium paid over the life of the option, but
depending on market conditions, may be expensive to utilise. Volatility in the financials can
be experienced over reporting periods if hedge accounting is not applied or fully effective.

It should be noted that an offsetting value would be achieved through the actual purchase of
the physical fuel by the Operating Divisions. This will be recorded as part of operating
expenditure,

The application of hedge accounting on fuel hedging structures will be considered for
implementation after adoption of IFRS9 due to the complex nature of commodity driven
hedging requirements as contained in IAS39.

FINCO will be informed on a monthly basis of the fair value movements and the subsequent
impact on the income statement to enable them to monitor this impact and the overall
performance of the hedges.

The hedging of commodity risk (fuel must be done in accordance with the limits
stipulated in the DOA.
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18.7. Transfer Pricing and Transactional Requirements

Hedging transactions entered into on behalf of the Operating Division will be recorded in the
Treasury system under the dedicated Operating Divisional entities.

Treasury is the only authorised participant in the financial markets to enter into fuel hedging
transactions with external counterparties. Sufficient monthly information on fuel hedges will
be provided to the respective Operating Divisions to facilitate proper disclosure in general
ledger.

18.8. System Requirements

Commodity transactions need specialised systems to calculate the correct fair market values
on a daily/weekly/monthly basis and as such this can only be done by Treasury. The
Treasury operational system can price vanilla commodity transactions. In practice where
Treasury is not capable of using its systems to price accurately, it is common practise to
outsource such services and Transnet will explore using the services of a reputable
bank/financial institution to provide such services to it, should it be necessary.

19. OTHER COMMODITY RISKS (SUPPLY AGREEMENTS)

The MDS will require continuous establishment and conclusion of supply agreements to
procure goods and services for both capital and operational risk purposes, The majority of
supply agreements will contain price escalation clauses that need to be managed as part of
the procurement process.

The following processes should be followed to mitigate the financial risk exposures as a
result of price escalation clauses:

- Wherever possible the preference should always be to establish a fixed rate Rand
contract to avoid any price escalation over the tenor of the contract.

- This should be done by transferring the cost of price escalation to the balance sheet
of the supplier.

- The above should not be done at all cost to Transnet and an analysis should be done
to establish reasonability of difference between the variable price quoted and by fixing
the price with the supplier.

- Only if no agreement can be reached with supplier to fix the pricing and or the cost of
fixing appears to be unacceptable high, a floating price should be accepted and the
potential expected variable costs over the duration of the contract should be disclosed
under the risk analysis and included under the estimated total cost of the project.

20. NEW FINANCIAL INSTRUMENTS

Treasury can only transact in instruments listed in this FRMF. This list is reviewed from time
to time. The Treasurer can motivate the use of new financial instruments that are not
included under par 18.1 to the Group CFO for approval and inclusion in the FRMF. Any new
instrument that was not utilised by Treasury before in the production environment, needs to
go through a formal and detailed system testing process.

The testing process should at least include the following; Instrument description, deal
execution, confirmation, financial risks, operational risks, cash flows, accounting, hedge
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accounting (if applicable), legal (including confirmation and master agreements), taxation,
controls, systems, settlements, limit structures, and pricing.

An official test pack should be prepared, providing evidence that all the disciplines within
Treasury have tested the detailed impact of the new financial instrument in their area of
responsibility. The test pack should be structured in such a way that it follows the normal
transactional flow with full segregation of duties through the Front Office, Middle Office,
Operations, Hedge Accounting and finally Group Tax.

The Treasury information system should be able to accurately price all the financial
instruments in paragraph 0 below. If any new financial instrument is considered for approval
and the pricing cannot be accurately determined by the Group Treasury system, a detailed
workaround of the processes to be followed, should be included in the test pack.

All the Deputy Treasurers, the Head of Structured Finance and the Group Treasurer should
sign off the test pack before the instrument can be utilised in the production environment.

20.1. Approved Financial Instruments

The following financial instruments can be utilised for funding, hedging, investments and or
market making purposes (depending on portfolio type)

o Commodity (fuel) swaps (Asian style option, averaged dailly and settled
monthly/quarterly) in ZAR;

Commodity (fuel) options in ZAR;

Commodity (fuel) collar structures in ZAR;

Commodity (fuel) call spread options in ZAR;

Commodity (fuel) put spread options in ZAR;

Bonds in Rand and or a foreign Currency (Domestic or International);
Transnet commercial paper;

Interest rate options, including bond options;

Repurchase agreements (buy and sell back, sell and buy back and repo’s);
Index linked bonds;

Term loans in foreign currency and Rand;

Banking facilities i.e. overdrafts;

Operational bank balances;

Structured finance transactions;

Financial Leases;

Operational leases;

All instruments included under the DMTN programme;

All instruments included under the ECA umbrella facility;

All instruments included under the GMTN programme;

Letters of credit;

Bonds/notes issued by Government and major banks in South Africa.
Commercial paper/notes issued by Government and major banks in SA.
Treasury bills of the SA Government;

Bonds/notes issued by State Owned Companies in SA;

Commercial paper/notes issued by State Owned Companies in SA.
Negotiable certificates of deposits issued by banks if an approved counter party for
investment purposes;

Call and term deposits;

Interest rate swaps;

Rand overnight deposit swaps;

Interest rate options, caps and collars;

Forward rate agreements;

Foreign currency spot transactions;

Foreign currency forward transactions;

Participation foreign currency forward transactions;

......l..................
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Cross currency interest rate swaps;

Foreign currency options and collars;
Foreign currency deposits; and

Foreign currency operational bank accounts.
Hybrid funding structures including equity.

It can be seen from the list above that the intention is always to utilise vanilia type finandal
instruments. “Naked” short (written) option positions are not allowed on any instrument
type, unless the notional amount is offset with a long option position within a hedging
structure as approved by the GCFO,

21. HEDGING AND ACCOUNTING IMPLICATIONS
21.1. Background

Transnet is required to report in ZAR under IFRS accounting standards. Certain costs (fuel,
operational and capital expenditure, leases and loans) are directly or indirectly foreign
currency denominated. Transnet is therefore exposed to the balance sheet and income
statement effects of exchange rate, interest rate and commodity price movements for items
denominated in foreign currency. The following accounting statements apply to financial
instruments:

IAS 39 - Financial Instruments: Recognition and Measurement
IAS 21 - The Effects of Changes in Foreign Exchange Rates
IAS 32 - Financial Instruments: Presentation

IFRS 7 - Financial Instruments: Disclosures

IFRS 9 — Financial Instruments (partially released)

IFRS 13 — Fair Value Measurement

21.2. Objective of the Policy

The objective is to show the economic effect of hedging activities, whilst complying with
IFRS. A further objective is to minimise income statement volatility. To this end, the use of
hedge accounting is required on all large capital projects which expose the company to
significant currency risk over extended periods of time.

21.3. Hedge Accounting

Transnet hedges its risk exposures by using financial derivatives. In terms of IAS39,
derivatives used for hedging are marked to market, and changes in market value are
recognised in profit or loss. Hedge accounting enables Transnet to reduce income statement
volatility caused by changes in the fair value of derivatives that are used for hedging.

Transnet’s accounting policy aflows for both fair value and cash flow hedge accounting.
Hedge Accounting is only permitted if all the conditions prescribed in IAS 39 for Hedge
Accounting have been complied with. Furthermore, hedge accounting must be approved by
the General Manager Group Finance, who approves on behalf of the Transnet Hedge
Accounting Committee, (a sub-committee of the Finance Committee). The Hedge Accounting
Committee will determine the threshold that will be utilised for the enforcement of hedge
accounting on individual projects.
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21.4. Fair Value Hedge Accounting

Fair value hedges are hedges of an exposure to changes in the fair value of a recognised
asset or liability or an unrecognised firm commitment attributable to a particular risk that
could affect profit or loss. The application of hedge accounting results in both the
exposure(s) being hedged and the hedging instrument(s) being recognised on the balance
sheet at fair value with changes in the their fair value recognised in profit or loss. If the
hedge is perfectly effective, the net effect in the income statement should be nil. Deviations
from 100% effectiveness (i.e. hedge ineffectiveness) are automatically recognised in the
income statement on a monthly basis as long as the effectiveness stays within the 80% to
125% range. Hedge accounting is discontinued prospectively when the hedge effectiveness
moves outside the 80% to 125% range. One exception to this rule is the law of small
numbers where the ineffectiveness results from small and immaterial amounts being used in
the hedge effectiveness calculation for a certain period which is provided for in the hedge
documentation.

21.5. Cash Flow Hedge Accounting

Cash flow hedges are hedges of an exposure to variability in cash flows attributable to a
particular risk associated with a recognised asset or liability or a highly probable forecast
transaction that could affect profit or loss. To the extent that the hedge is effective in terms
of IAS 39, the change in the fair value of the derivative is booked to Equity, thus reducing
Income Statement volatility. For hedges of forecast transactions to acquire capital assets, the
amount recognised in equity is subsequently included in the initial cost of the asset on the
invoice date. For hedges of recognised financial assets or liabilities (e.g. foreign currency
denominated loans}) the amount recognised in equity is reclassified to the income statement
in the same period that the asset or liability affects profit or loss. Over effectiveness i.e.
amounts in excess of 100% hedge effectiveness are recognised in the income statement on
a monthly basis as long as the effectiveness stays within the 80% to 125% range. Hedge
accounting is discontinued prospectively when the hedge effectiveness moves outside the
80% to 125% range. One exception to this rule is the law of small numbers as explained
under fair value hedges above.

21.6. Hedge Accounting Criteria
The following criteria are applied by Treasury:

* The hedged risk must be an exposure to changes in fair value or variations in cash
flows attributable to a particular financial risk and that could affect profit or loss.

e At inception, the hedge refationship is formally designated and documented in
accordance with Transnet’s risk management objectives and strategy for undertaking
the hedge.

» The hedge is expected to be highly effective in achieving offsetting changes in fair
values or cash flows attributable to the hedged risk.

« For cash flow hedges, the forecast transaction that is subject to the hedge must be
highly probable and must present an exposure to variations in cash flows that could
ultimately affect profit or loss.

» Hedge effectiveness can be reliably measurable.

» The hedge must remain highly effective during the whole period of the hedge.
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21.7. Hedge Accounting Documentation

Formal hedge documentation is required at inception of the hedge and must include the
following:

Identification of the hedging instrument and the hedged item or transaction.
The nature of the risk being hedged.

The risk management objective and strategy for undertaking the hedge.
How effectives will be assessed and at what intervals.

21.7.1. Assessment of Hedge Effectiveness

Prospective Assessment - must be done at inception and throughout the life of the
hedge. It must be highly effective in offsetting changes in fair value or cash flows. Testing
methods to be used include doliar offset (incduding the hypothetical derivative method and
ratio analysis) critical terms match, regression analysis, risk-reduction test, etc. The hedging
results must be within the range of 80% to 125%.

Retrospective Assessment - must be done at each reporting date and throughout the life
of the hedge. Testing methods to be used include the dollar offset method, regression
analysis etc. The hedging results must be within the 80% to 125% range.

21.8. Hedge Accounting and Hedge Documentation

To qualify for hedge accounting designation, the hedged item should create an exposure to
risk that ultimately affects profit or loss.

The following can be designated as hedged items:

« A single or group of recognised assets or liabilities.

* Unrecognised firm commitments or highly probable forecast transactions.
» A portion of the cash flows or fair value of a financial asset or liability.

¢ Net investment in foreign operations.

Net positions cannot be designated as hedged items.

The following hedge able risks are normally found in Transnet associated with financial
assets/liabilities:

e Interest rate risk;

e Foreign currency risk;
» Commodity risk; or

¢ Credit risk.

The following can be designated as hedging instruments:

¢ All derivative financial instruments with third parties.
e Non derivatives for a hedge of foreign currency risk i.e. receivables, debtors etc.
» Combination of the above two except for net written options.

A portion of the hedging instrument can be used in the designation but a hedging instrument
cannot be designated for only a portion of its life.

21.9. The Role of Treasury and Group Finance
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Treasury must record both the hedging instrument and the hedged item on the Treasury
Management system, maintain them on a regular basis, ensure correctness of data, adhere
to all the conditions of this FRMF and provide the Operating Divisions with all the required
information on a monthly basis to enable them to properly account for the value of the
assets/liabilities, including the fair values of the hedging instrument (derivative). Group
Finance should provide the fair values of the hedged item as well as the amounts on the
journal entries that need to be passed by the Operating Divisions.

21.10.Valuation of Financial Instruments

22,

23.

ACTSA Charter of Best Practice Principle No 11: Valuation

“All positions should be independently valued at fair value using approved policies and
procedures at least daily/weekiy”

Guideline Statements on Treasury Best Practice issued by National Treasury -
Formally documented and approved policies and procedures should be used for the
revaluation of positions. Valuations should be based on an appropriate bid or offer level
obtained from a recognised provider of market data. This shouid be in compliance with
internationally accepted accounting standards. Prices and rates used for revaluation should
be taken from independent sources. Where in-house prices are used, independent review
procedures should be in place, including independent models”.

TAX RISK POLICY

e The tax consequences of the deal must be evaluated and quantified before any
financing or hedging deal is concluded.

Group Tax must sign off on the deal before any financing transaction is concluded.
Transnet will not enter into any structures that have a high probability of breaching the
provisions of sections 80A and 103 of the Income Tax Act, no 58 of 1962 or any
eqguivalent legislation that may be promulgated in the future.

o Transnet will not accept any tax risk being transferred from the counterparty to
Transnet.

o Transnet will not accept any risk of a structure being queried by SARS and this risk will
be for the account of the counterparty.

e The risk of future changes in tax laws making a structure less attractive than what it
initially was is for the account of the counterparty or Transnet must have a cost-
effective exit strategy.

e Tax implications must be taken inte account in the budgeting process.

» Financial and Performance reporting must be done pre-tax and post-tax.

Proposed funding strategies must be analysed, and the results must be tabled pre-tax
and post tax.

¢ The funding plan should be formulated pre-tax and post-tax.

o Transnet will not provide security or accept liability in respect of foreign tax
jurisdictions.

« Transnet will not provide or accept so-called evergreen security or liability.

FINANCIAL RISK MANAGEMENT PERFORMANCE AND EVALUATION

In adopting a Financial Risk Management policy framework and setting limits structures
surrounding the effect of changes in counterparty risks and market rates which have an
effect on net income, Transnet has a dual objective. Firstly, to optimize performance relative
to its long-term financial goals including net income in the expected rate environment.
Secondly, to contain variance in net income, ROA and ROE to a level acceptable to its Board
and one that will ensure a continuing acceptable return to its shareholder.
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PERSONAL ACCOUNT TRADING POLICY

24.1. Purpose

This policy is designed to regulate and control the trade in financial instruments by Transnet
employees in particular those employees who are employed in the Treasury Department as
they can access financial market information that would give them an undue advantage over
other financial market participants.

24.2. Objectives

Transnet recognises that in executing its trading business it cannot totally forbid it's
employees from engaging in “personal account” trading. Transnet also recognises that a
balance must be maintained between Transnet’s rights as an employer and the employee’s
rights to manage their personal investments in a manner they deem fit. Transnet further
recognises that if “personal account” trading is permitted, certain internal control procedures
must be put in place and that the Board of Directors through the Executive Management and

Treasury Management must accept responsibility for the establishment of the systems and
controls to avoid:

e Conflict of interest;
+ Prejudice towards clients; and
s Prejudice towards Transnet .

The primary objectives of this policy are

To provide guidance to Treasury Employees on how personal account trading is to

be conducted.

To promote transparency, integrity, honesty, and objectivity of judgement and

avoid conflict of interest.

To ensure that no financial prejudice will be suffered by Transnet when a Treasury

Employee engages in “personal account” trading.

e To ensure that no financial prejudice will be suffered by any of the clients of
Transnet when an affected employee conducts “personal account” trading.

» To avoid personal account trading that prevents an empioyee from discharging his

or her employment obligations as expected of him or her by Transnet .

24.3. Scope

This policy applies to all Transnet Treasury employees.

24.4. Definitions

“Front Running” means trading for one’s own account where the employee has insider
knowledge of sizeable orders and uses this information to trade to his or her personal
advantage.

“Insider Information” means specific or precise information, which has not been made
public and which;

¢ is learned or obtained as an insider and
e if it were made public would likely to have a material effect on the price or value of any
security listed on a regulated market.

“Insider” means a person who has inside information through;
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e being a director, employee or shareholder of an issuer of securities listed on a regulated
market to which the inside information relates, or
¢ having access to such information by virtue of employment, office or profession.

“Regulator” means the Johannesburg Securities Exchange.

24.5. Principles

No Transnet Treasury employee shall;

» For his or her account or for an account in which such employee has a beneficial
interest, trade in any Transnet bonds and or any financial instruments that are issued
by Transnet.

e For his or her own account or for an account in which such employee has a beneficial
interest, trade in any bonds and or any financial instruments issued by other state
owned companies;

» Trade in any financial instrument whatsoever without having signed and acknowledged
to be bound by the conditions of this policy;

Engage in “front running"”;

Engage in any “insider trading”; or

Use Transnet’s equipment and resources excessively to conduct personal account
trading.

Treasury employees may trade in equities for their own personal account subject to the
conditions of paragraphs 23.2.1 and 23.5 and need not disclose these trades to the
Compliance Manager.

All “personal account” trades by Treasury employees shall be reviewed and signed off by
both the Line Manager and respective functional Deputy Treasurer before it is reported to
the Compliance Manager. The frequency of trades and values will be subject of the review
process.

All “personal account” trades by Treasury employees shall be reported to the “Compliance
Manager” within 10 business days after execution of the trade.

All “personal account” trades by Treasury employees shall be reported by the Compliance
Officer;

e Monthly in the Treasury Management Report to the Group Chief Financial Officer and
the Transnet Executive Committee.
¢ Bi- Annually to the Transnet Board of Directors.

All Treasury employees who engage in personal account trading shall disclose the

information required in terms of the Personal Account Trading Template which is Annexure
"A" hereto to the Compliance Officer.

This policy is acknowledged by every Treasury employee to amend each and every
Treasury employee’s contract of employment as if specifically incorporated therein.

24.6. Personal Account Trading Register
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*» The Treasury Compliance Manager must ensure that a personal account trading register

is maintained.
» The personal account trading register shall be kept for a minimum of five years after
the conclusion of each trade.

24.7. Contravention Of The Policy

Non compliance with this policy is misconduct and any non compliance will be subject to a
disciplinary process.

Non compliance with this policy shall be deemed to be a contravention of an employees’
contract of employment.

25. REVIEW OF POLICIES

Financial risk management policies should be reviewed annually and recommended through
FINCO and EXCO for uitimate approval by the Transnet Board of Directors.

26. CONCLUSIONS

Transnet recognizes that no policy can anticipate all the conditions, situations and
opportunities that may arise in the normal course of operations. Management therefore is
expected to exercise prudent judgement in the impiementation of this policy. All deviations
from the guidelines established by this policy will be reported to FINCO, RISCO, EXCO and
the Board on a regular basis.



Annexure ‘A”

Personal Account Trading Report — template.

Type of Security:

Type of Transaction:
Nominal Value:

Unit Price or Yield:
Transaction Date and Time:
Settlement Date:
Settiement Value:

Repo: Settlement Date (Leg 2):
Repo: Price or Yield (Leg 2):
Repo Rate:

Agent:

Name of Employee:
Employee Number:
Signature of Employee:

Date Reported:

MEM-212
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TRANSNEr
Anoj Singh, Group Chief Financlal Officer ]

Mr. Zheng Zhijie

Executive President

China Development Bank (“CDB")
18 Fuxingmennei Street

Xicheng District

Beijing

China

100037

Dear Mr. Zheng Zhijie,
PROPOSED CDB LOAN FACILITY TO TRANSNET: DRAFT TERM SHEET

We thank you and your team for the kind hospitality that was afforded to:me and my team
during our recent visits to Beijing on 2 July 2014. However, I must sadly state that we were
not able to fulfill the common objective of concluding the above-mentioned loan facility
notwithstanding your good intentions 'as- outiined in your communigue to me. The
subsequent draft term sheet received by Transnet on 15 July 2014 also. falls short of

Transnet’s expectations.

The CDB financing offer is extremely expensive and not commercially viable for an entity like
Transnet whose mandate is to reduce the cost of doing business in South Africa. Given the
developmental mandates of both CDB and Transnet and the basis of the loan being the
signed Memorandum of Understanding ("MoU") between Transnet and CDB, supported by
our respective Heads of Government as part of our BRICS commitment, we should setriously
review the current pricing to enabie us to conclude & successful transaction that will benefit

both parties and allow us to meet our BRICS mandate.

Transnet has diverse sources of funding that are much more attractive than what is being
proposed by CDB recognising Transnet’s strong credit fundamentals and implicit South
African Government support. An international bank with the size and stature of CDB has to
realise that it is competing with other debt capital markets and other debt investors when

providing funding te Transnet.

Transnet is willing to provide a secured facility via the locomotives consequently, CDB pricing
is way above unsecured lending proposals. Our expectation is to get reduced funding rates
as is the case with all secured lending across the globe, | ;

Transnet's contracts with CNR and CSR are in ZAR and therefore a ZAR facility is a natural
option for us. Consequently, ah additional cost for Transnet Is the cost of converting the
US$ leg of the loan to ZAR via the use of cross currency swaps, which makes the facility

maore expensive.

Transnet SOC Ltd Carton Centre  ~ PuD. Box 72501

Registration Number 150 Commissioner  Parkview, Johannespurg

1990/0009005/30 Street South Aftica, 2122
Johannesburg T +27 11 308 3001
2001 F+27 11 308 2638

Directors: ME Mkwanazl (Chairman) B Mofefe* (Group Chief Executive) MA Fanucch Y Forbes HD Gazendam NP-Mmiasana N Mobia, 4
E Tshabalala DL Tshepe A Singh” {Group Chief Financis! Officer} *

Group Company Secretary: ANC Caba

wiww.trensnet.net
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TRANSNEr

Anaj Singh, Group Chief Financial Officer

Your colleagues will recall at our meeting in Beijing that we requested that the cross-
currency swaps be carried by either CDB or ICBC, providing Transnet with a ZAR loan. Again,
an international bank as CDB with a substantial balance sheet and risk -appetite should be
more than willing to accept currency exposure as is our experience with_ether international
debt investors as we successfully concluded such transactions on a simitar basis,

I would also like to highlight the following that relates directly to the draft term sheet which
has been tracked with proposed amendments that we believe are- appropriate and in line
with other funding agreements successfully conduded by Transnet:in the recent past,

Transnet has taken a decision not to offer financial covenants to any lénder, and ail facilities
negotiated in the last few years are without financial covenants, The above decision is
supported by the robust standalone credit profile of Transnet and.credit rating agencies
(Moody’s and S&P) both use their financial ratios to assess the company’s credit profile.

Other fees are aiso not in fine with similar facilities that we have concluded and /or currently
under negotiations. We have provided our indicative fees in the proposed term sheet

accordingly.

The credit rating covenant and the further conditions precedent are-also areas for further
negotiation and discussion. o i

Lastly, I would appeal to CDB to carefully consider the above matters but.more particularly
the pricing and currency aspects of the proposed loan facility for us to be in a position to
continue discussions on this proposed transaction. Time is of the essence as we need to
consider other proposals received for the financing of the locomotives. I look forward to your

timeous response. -

gﬁn

Mr. Anoj Singh
Group Chjef Rin n‘ciaI Officer

Date: 1

Copy to:
Mr.Yuan Li — Executive Vice President

Mr. Ui Gang - Deputy General Manager — Henan Branch

Transnet SOC Ltd Cartton Centre P.O. Box 72501
Registration Number 156 Commissioner  Parkview, Johannesburg
1990/000900/320 Street South Africa, 2122
Johannesburg T +27 11 308 3001
2001 F +27 11 308 2638
Directors: ME Mkwsnati (Chalrman) B Molefe® (Group Chisf Bxecutive} MA Fanucchi Y Farbes HD Gazendam NP Mroasana 3 Mook ' NR Mjeke 1M Sharma 1B Skosana www.ransnet.nat

E Tehabalala DL Tshepe A Singh” (Group Chief Financial Officer)
“Executive N

Group Compary Secvetary; ANC Ceba
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INDICATIVE TERMS FOR

TERM LOAN FACILITY ARRANGED BY CHINA DEVELOPMENT BANK

CORPORATION FOR TRANSNET SOC LTD FOR THE ACQUISITION OF

Borrower
Group

Mandated Lead
Arranger

Lenders

Facility Agent
Security Agent
Hedge Counterparty

Finance Parties

Facility Type

Term Facility

Agreement

Currency and
e at

Facility Amount

Commercial Vendors

Commercial
Contracts

LOCOMOTIVES
Transnet SOC Ltd
The Borrower and its subsidiaries

China Development Bank Corporation ("CDB")

As selected and appointed by the Mandated 1.ead Ammanger in consultation
with the Borrower

China Development Bank Corporation

The Mandated Lead Arranger, the Facility Agent, the Security Agent (and
any delegate or receiver), the Hedge Counterparty and the Lenders

Secured term loan facility (the "Term Facility™)

The agreement entered into or to be entered into between the Borrower and
the Lenders to finance the acquisition of the Locomotives by the Borrower

=

Up-to-US$-D (US Dollars)2.500,000;

Up to USD2,500,000,000°

Friedshelf 1507 Proprietary Limited (and, subject to a name change, to be
known and registered as CNR Rolling Stock South Africa Proprietary
Limited) ("CNR") (under the CNR Contract) and CSR E-Loco Supply
(Pty) Ltd ("CSR") (under the CSR Contract)

Mcans the contracts between:

(@3 CSR and the Borower for the design, manufacture, test and supply of
up 1o 359 new dual voltage clectric locomotives ("Electric
Locomotives") dated 17 March 2014 (the "CSR Contract"); and

(b) CNR and the Bormower for the design, manufacture, test and supply of

' CDB to confirm.
2 CDB to confirm.
a e i

i

syndisaie:
® Please note that for transactions of this nature for a borrower of a similar credit rating, CDB
usually charges a margin of not less than 350 basis points.
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Purpose

Availability Period

Final Maturity Date

Margin

LIBOR

Interest Rate
Default Interest Rate

Minimum amount of
each utilisation

Disbursement

up to 232 diesel locomotives ("Diesel Locomotives") dated 17 March
2014 (the "CNR Contract"),

(the Electric Locomotives and the Diesel Locomotives, collectively known
as the "Locomotives").

The proceeds of the Term Facility shall be used to finance up to 85%
(eighty five percent) of the contract value of each Commercial Contract.

Means, the period commencing from the date of the Term Facility
Agreement and ending on the day before the date falling 36 (thirty six)
months after the date of the Term Facility Agreement.

Any amount not drawn during the Availability Period shall automatically
be cancelled on the last day of the Availability Period. -

180 (one hundred and cighty) months from the date of the Term Facility
Agreement.

.75% (two comma seventy five per-cent) per annum’ - The margin i§ over
Ve 3 1¢ MATEIN 15 Over

400 basis points in ZAR terms whicjh is too expensive

Means, in relation to any loan,

(c) the 6 (six) month London interbank offered rate administered by the
ICE Benchmark Administration Limited {or any other person which
takes over the administration of that rate) for USD displayed on the
appropriate page of the Reuters screen (“Screen Rate™), or

(d) (if no Screen Rate is available for the currency or Interest Period of
that loan) the arithmetic mean of the rates (rounded upwards to four
decimal places) as supplied to the Facility Agent at its request quoted
by the agreed reference banks;

and if any such rate is below zero, LIBOR will be deemed to be zero,

Loans under the Term Facility shall bear interest at a rate per annum equal
to the aggregate of (a) the Margin and (b) 6 {six) month LIBOR.

1.20 (one comma twenty) per-cent per) annum above the applicable Interest
Rate whilst any Event of Defanlt is continuing.

To be determined at the documentation stage.

Subject to compliance with the Conditions Precedent to first utilisation and
10 (ten) busimess days” prior written notice to the Facility Agent, all loans
shall be disbursed directly to the account of the relevant Commercial

| ® Please note that for transactions of this nature for a borrower of a similar credit rating, CDB
usually charges a margin of not less than 350 basis points.

BEDING-1-63207-v1E

. DEFAULT

MEM-218

| Fo__rmatbﬂ: 7Font color: Red



DRAFT: 157 July 2014

| Financial Closing
Date:

Facility agency fee

Security agency fee

lAn‘angement Fee

Commitment Fee

|

Interest Period

|

Interest Payment
Date

| Interest Payment

Repayment of
Principal

Vendor under each Commercial Contract, in accordance with the duly
submitted disbursement instructions of the Borrower.

The date on which the Facility Agent (acting on the written instructions of
all the Lenders) confirms that the Conditions Precedent to first utilisation of
the Term Facility have been satisfied.

U8$Da0,0000 (sixty thousand US Dollars)- per annum
[ 1° per annhum

+:50.5 per cent. of the amount of the total commitments under the Term
Facility Agreement, payable on the earlier of (i) 30 (thirty) business days
folowing the date of the Term Facility Agreement and (ii) the Financial
Closing Date,

The Borrower shall pay to the Lenders a commitment fee in US Dollars
computed at the rate of $0.5% (ong per-cent): per anttum on each Lender's
available commitment under the Term Facility for the Availability Period,
For the avoidance of doubt, the commitment fee shall start to accrue from
the date of the Term Facility Agreement. The accrued commitment fee is
pavable in arrears on each successive period of 6 (six) months which ends
during the Availability Period, on the last day of the Availability Period
and, if the commitment is cancelled in full, on the cancelled amount of the
relevant Lender's commitment at the time the cancellation is effective.

Each loan shall commence on the last day of its preceding Interest Period
and end on the immediate following Interest Payment Date, except for the
initial Interest Period of each loan which shall commence on the utilisation
date and end on the immediate following Interest Payment Date, If two or
more loans end on the same date, the loans will be consolidated into, and
treated as; a single Lean-loan on the last day of the Interest Period.

12 June and 12 December of each calendar year. If the Interest Payment
Date is not a Business-business Bayday, the interest shall be paid on the
preceding Business-business Payday. The final Interest Period shall end on
the Final Maturity Date.

Interest will accrue on the Leans-]oans based on the Interest Rate. Interest
will be payable on each Interest Payment Date in arrears.

There will be no amortization of the principal payment during the period
from the date of the Term Facility Agreement to the day before the date
falling 36 (thirty six) months after the date of the Term Facility Agreement
(the “Grace Period™). During the Grace Period only interest will be
accrued and paid on each Interest Payment Date. After the Grace Period,
principal shal? be repaid in 25 (twenty five) equal and consecutive

| ©cDB to confirm,

BEIITNG-1-63207-v[E
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semi-annual installments, together with the accrued interest being paid at
the same time as each such installment. The first installment shall be made
on the date falling 36 months after the date of the Term Facility Agreement,
and each subscquent instatlment shall be made on each Interest Payment
Date thereafter. All amounts due or to become due under the Term Faciiity
Agreement shall be paid or repaid in full by the Final Maturity Date.

Mandatory Prepayment (with corresponding reductions fo and cancellation of
Prepayment commitments) will be ma.ndatory in full upon a change of control of the
BUITOWCT prtas cro Ao e 10 2P R o adal or cala ~Af o oy

Voluntary [The Borrower may prepay the Leas loan in whole or in part (if in part by a
Prepayment mininum of U@SO 000.000) at the end of any Interest Period subJect o

30 (thirty) Business business Davs days of prior written notice to the
Facility Agent. All prepayments shall be subject to a prepayment feeof 1%

{one percent) of the amount of the prepayment, and if not occurring on an

Interest Payment Date, the payment of break costs, if any. Comment AL} We are not happy with o |
pre-payment fee, Why is CDB dmrgmg a
Set-off All amounts payable in connection with the Term Facility to be made by the pre-poymatfeolE el
Borrower will be made without set-off or counterclaim, We accept that w cannot avoid break costs
ﬂpmpagameutlsuotmademan mtm'est

paymmt date, :

All amounts payable in connection with the Term Facility will be made free
and clear of all present and future taxes, other deductions, levies, imposts
and withholdings of whatever nature (other than income taxes in the
jurisdiction of each Lender’s applicable lending office).

Taxes

The Borrower will be required to gross up in the event that any such
withholdings, taxes and/or deductions are required to be made.

Security Documents  The Lenders' security package shall include, but not be limited to the
following:

(a) a sccﬁrity agreement granfing a first fixed ie_gal mortgage and a first
fixed and floating charge over the Locomotives in favour of the
Security Agent (acting on behalf of the Finance Parties) on and frony
the transfer of title of such Locomotives and each part thereof to the

BEIIING-1-63207-v1E -4- DEFAULT
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Borrower';

(b)  all notices and acknowledgements relating to the security listed
in (a) above; and

()  [other security requested by the Mandated Lead Arranger as
necessary).

Finance Documents  Documentation will be based on the Loan Market Association (the “LMA™)
provisions customary for facilities of this nature. The documentation will
include, but not be limited to the following:

(8}  aiTerm {Tacility e Agreement entered between, amongst others, the
Lenders and the Borrower-{the "Ferm Faeility-Agreement);

(b)  anISDA Master Agreement, any accompanying schedules and each
subsequent confirmation between the Borrower and the Hedge
Counterparty®;

(c) the Security Documents; and

(d} any Fee Letters,

(together the “Finance Documents™).

Conditions Precedent  Satisfaction of certain conditions precedent as are customary for a

to first utilisation transaction of this nature or considered appropriate by the Lenders, each in
form and substance satisfactory to the Lenders, including but not limited to
the following:

(a) execution and delivery of all of the Finance Documents;

(b)  legal opinions issued by the external legal advisors to the Lenders
satisfactory to the Lenders;

{c)  a certified copy of the constitutional documents of the Borrower,
board resolutions, authorized signatory certificates and any relevant
governmental approvals;

(d)  the latest consolidated financial statements of the Borrower;

(e)  no Event of Default has occurred and is continuing and all repeating
representations are true and correct;

(f»)  receipt of all relevant approvals and authorizations (corporate,

regulatory, governmental and sharcholder) in respect of the

7 Form of security package subject to confirmation by South African / PRC counsel.
® plaase note that this will be in respect of any hedging arrangements relating to the conversion of
proceeds under any Loan from USD to rand.

BEUING-1-63207-v1E
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Comment [A2]: We do not have the
concept of a fixed and floating charge in |
South African law. This is an Enplish law

| concepl. To achieve what is envisaged here, |

| we would have to register a Special Notatial

Bond and a General Notarial Bond over the

Locomotives, The Mortgagor would be the

Borrower (Fransuet). We have to carefully |

| consider cross-defanlt and negative pledge

| brovisions in all other loans, DMTN and

GMTN agreements to ensure that the giving |

of ity over the L ives i

Permitted and will not trigger a default in

| other loan agreements / DMTN / GMTN,
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Further Conditions
Precedent

Representations

BEIING-1-63207-v1E

Commercial Contracts and the Finance Documents);

(g) payment in full of all fees and expenses due and payable by the
Borrower; and

(h)  copies of the executed Commercial Contracts provided to the
Lenders.

Each utilisation, when aggregated with the amount of all Leans-loans that
have been drawn under the Term Facility (whether outstanding or not),

shall not exceed 85% (eighty five percent) of the amounts that have been or
will be incurred and paid on or prior to the date of such utilization (or will
be paid with the proceeds of such utilisation) by the Borrower under each

Commercial Contract.

Representations customarily given for facilities of this nature; in respect of
the Borrower; and if appropriate, any member of the Group, including but
not limited to the following:

{a) status;
(t)  binding obligations;

(¢)  non conflict with other obligations;

@ power and authority;

(e) validity and admissibility in evidence;

(0 governing law and enforcement;

(g)  nodeduction of tax;

(y  no filing or stamp taxes;

(3] no default or insolvency;

1)) no misteading information;

(k) financial statcments;

)] pari passu ranking;

(m}  no material proceedings pending or threatened;
(n)  no immunity;

(0}  compliance with sanctions;

(0] environmental compliance and no environmental claims; and

(q [others].

-6- DEFAULT
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Covenants

|

Covenants customarily given for facilitics of this nature, in respect of the
Borrower; and if appropriate, any member of the Group, including but not
timited to the following:

(2)
L)
{©)
(@
®
(£
(®
(h)
o
@
(K

authorisations;

compliance with laws;

negative pledge subject to agreed exceptions;
restriction on disposals subject to agreed exceptions;
restriction on merger;

maintenance of insurance;

resiriction on loans {subject to agreed exceptions) and guarantees;

environmental compliance and notification of environmental claims;
pari passu ranking;

compliance with sanctions;

further assurance;

no change of business; and

[others].

Events of Default customarily included for facilities of this nature, in
respect of the Borrower, and if appropriate, any member of the Group.
including but not limited to the following:

non-payment unless failure to pay is caused by administrative or
technical error and payment is made within {35 (fiveinsert-rnmber
#rwerd)] Businessbusiness Pays-days of its due date;

any financial covenant not satisfied;

failure to comply with any other obligations subject to agreed
remedy periods if capable of remedy;

Events of Defaults
@
®
{c)
| ®Berrowerio-proposa.

BEUING-1-63207-vlE
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Costs and Expenses:

Assignments and
Transfers

Clear market

Syndication:

BENING-1-63207-v1E

(d)  misrepresentation;

(e} cross default;

(h  insolvency;

(2 insolvency proceedings;

(b}  creditors’ process;

(i) unlawfulness of Finance Documents and Commercial Contracts;

(1]} repudiation/termination of Finance Documents and Commercial
Contracts;

(k)  material adverse change; and

()  [others].

Grace periods, thresholds and exceptions (as applicable) will be agreed at
the documentation stage.

All costs and expenses (including without limitation travel expenses and
legal fees) incurred by the Facility Agent, the Security Agent and the
Mandated Lead Arranger in connection with the preparation, negotiation,
printing, exccution and syndication of the Term Facility Agreement and any
other Finance Document shall be paid by the Borrower prempily—on
demandwithin 30f~] (thirtvinsert nemberin-words) days (suggested to be in
line with PFMA) whether or not the Finance Documents are signed.

'The Lenders may assign any of its-their rights or transfer by novation any of
its-their rights and obligations to another bank or financial institution orto a
trust, fund or other entity which is regularly engaged in or established for
the purpose of making, purchasing or investing in loans, securities or other
financial assets. Consent of the Borrower is not required for such
assignment or transfor provided such entity (the transferee) is not a
competitor of the Borrower, but the Lenders shall give written notice to the
Borrower of any such assignment or transfer.

During the period from the date of the-this Ferm-term Sheet-sheet and the
date of the Term Facility Agreement, the Borrower shall not, and shall
ensure that no other member of the Group shall-ret raise or attempt to raise
finance in respect of the Commercial Contracts in the international or
domestic loan or capital markets without the prior written consent of the
Mandated Lead Arranger. Please note that Transnet is currently assessing
other cost effective funding proposals to fund the locomotives

The Mandated Lead Arranger reserves the right to syndicate the Facility
Amount in whole or in part to other banks and financial institutions. -The
Borrower shall give such assistance as the Mandated Lead Arranger may
reasonably require in relation to the syndication of the Facility Amount,
including giving of presentations by members of their management and

-8- DEFAULT
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l Market Flex:

| Market Conditions:

Miscellancous
Provisions

Waiver of sovereign
immunity

Govemning Law

Validity:

BEUING-1-63207-v1E

assisting in relation to the preparation of an information memorandum.

The Mandated Lead Arranger shall be entitled to change in consultation
with the Borrower the pricing, terms and/or structure of the Term Facility if
the Mandated Lcad Arranger determines that such changes are
advisable(this word is too subjective) in order to ensure a successful
syndication of the Term Facility.

The terms set out in this Ferm-term Sheet-sheet are subject to there being no
material adverse change in either (a)the financial condition or the
socio-political and economic situation of the Republic of South Aftica, or
{b) the international or any relevant domestic syndicated loan market, up to
the date of the Term Facility Agreement.

The Finance Documents shall also contain standard terms including without
Jimitation in respect of costs and expenses, amendmerits and waivers,
illegality, break costs, market disruption, increased costs, indemnities to the
Finance Parties, the Foreign Account Tax Compliance Act (the “FATCA™)
provisions, reimbursement of stamp duty and VAT payable in connection
with the facility documentation.

The Borrower shall irrevocably waive any immuanity from suit, execution,
attachment or legal process to the fullest extent permitted by the applicable

law.

All agreements will be governed by English law. If there is any dispute
arising out of the Finance Documents, the parties shatl submit the dispute to

London Court of International Arbitration ("L.CIA"™) for arbitration in
accordance with the then applicable LCIA Arbitration Rules.

The terms set out in this term sheet are available for acceptance by the
Borrower until close of business in Beijing. China on 31 December 2014,
after which time they will expire unless extended in writing by the Lenders,

-9- DEFAULT
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Makﬂatho

From: Mathane Makgatho Corporate !HB <Mathane.Makgatho@transnet.net>
Sent: 15 August 2014 02:46 PM

To: Mathane Makgatho Corporate JHB; makgathom@telkomsa.net
Subject: FW: Transnet indicative cross currency swap pricing

Attachments: RSImage.jpeg

From: Mngadi, M. (Masotsha) [mailto:MMngadi@Nedbankcapital.co.za]

Sent: 14 August 2014 11:08 AM

To: Mathane Makgatho Corporate JHB

Cc: Mngadi, M. (Masotsha); Kennedy, B. (Brian); McCarthy, N. (Neil); Lane, P. {(Peter); Brickman, M. (Moss); Sibiya,

T. (Terence)
Subject: Re: Transnet indicative cross currency swap pricing

I e

il

Hi Mathane,

I trust that you had a restful evening.

As our priority client, we as Nedbank value highly our partnership with Transnet and commit to continuously proy
possible.

Thanks and kindest regards.
Masotsha
Sent from my iPad

On 14 Aug 2014, at 8:14 AM, "Mathane Makgatho Corporate JHB" < Chay > wrote:
Dear Masotsha

Thank you for your kind assistance. 1 trust that we will continue to nurture the relationship between Transt
trust, honesty and integrity.

Kind regards

Mathane
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e Sent from my iPad

On 13 Aug 2014, at 5:20 PM, "Mngadi, M. (Masotsha)" <)M zeacs 0 Nedbankcanial > wrote:

<RSImage jpeg>

Hi Mathane,

Further to the indicative pricing under cover hereof that Nedbank Capital sent to yors last Friday as per you
our accurate indicative pricing based on these parameters,

1 further confirm that 2t our recent internal mesting that induded Brian Kennedy, the Nedbank Capital ma
or in writing, issued any pricing quotation on the parameters as per the indicative pridng under cover here

<image003.jpg> Masotsha Mngadi
{nvestment Banker: Pablic Sector| Coverage & Originatinn | Nedbank Capitaf | M
Third Floor Block £ 135 Rivonia Road Sandown $Sandton 2396 South Africa | POBG
t +27 (0)11 294 3435 £ +27 (0)11 295 3435 ¢ +27 (0)82 902 9490 @ mmngadi@ne
Website: www._nedbankcapital coza

g SAVE TREES, SAVE PAPER — THINK BEFORE YOU PRINT Nedbank is proud 1o be Africa’s first carbon-neutral

From: Etsane, M. (Mak)

Sent: 08 August 2014 11:23 AM

To: Mngadi, M. (Masotsha); ~athane makoat o ananet net
Cc: Erasmus, T. (Thea); Lippiatt, C. (Chantal); Mnguni, S. (Sne)
Subject: Transnet indicative cross currency swap pricing

ust all is you.
ase find atta

ito contact any queries or furtherin th

<imageOD1.jpg> Makako Etsane
Derivative Sales and Structuring | Global Markets | Nedbank Capital
Sixth Floor Block F 135 Rivonia Road Sandown Sandton 2196 South Africa | PO Box ¢
t+27 (0)11 535 4021 d +27 (0)11 294 4638 f +27(0)86 528 2576 @ make@ nedbanke
Website: www.nedbankcapital.co.za
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Makgatho

From: Mathane Makgatho Corporate JHB <Mathane.Makgatho@transnet.net>
Sent: 15 August 2014 02:36 PM

To: Mathane Makgatho Corporate JHB; ‘makgathom@telkomsa.net’
Subject: FW: Transnet indicative cross currency swap pricing

Attachments: RSImage.jpeg; ATTO0001.htm; image003,jpg; ATT00002.htm; image002.gif;

ATT00003.htm; image001.jpg; ATT00004.htm; image002.gif; ATTO0005.htm;
Indicative Pricing CCS_8Aug2014.xlsx; ATT00006.htm

From: Mathane Makgatho Corporate JHB

Sent: 14 August 2014 08:04 AM

To: Anoj Singh Corporate JHB

Subject: Fwd: Transnet indicative cross currency swap pricing

Dear Anoj

Please see below a response from Nedbank which indicates that they did not discuss any pricing with
them. T will forward you the official Nedbank pricing which is in line with our internal calculations.

Thank you,
Mathane

Sent from my iPad

Begin forwarded message:

From: "Mngadi, M. (Masotsha)" gadi@N >

Date: 13 August 2014 at 5:18:43 PM GMT+2

To: "Mathane Makgatho Corporate JHB" < >

Cc: "Kennedy, B. (Brian)" < >, "McCarthy, N. (Neil)"
< )] _ >, "Lane, P. (Peter)" < >,
"Brickman, M. (Moss)" < f dt >, "Sibiya, T. (Terence)"

< >
Subject: FW: Transnet indicative cross currency swap pricing
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” ’
Makgatho
From: Mathane Makgatho Corporate JHB <Mathane.Makgatho @transnet.net>
Sent: 15 August 2014 02:38 PM
To: Mathane Makgatho Corporate JHB; makgathom@telkomsa.net
Subject: FW: China Dev Bank pricing

From: Mathane Makgatho Corporate JHB
Sent: 24 July 2014 05:21 PM

To: Anoj Singh Corporate JHB

Cc: Yusuf Mahomed Transnet Corporate JHB
Subject: RE: China Dev Bank pricing

st d transiated into ZAR. | will send you the workings tomorrow

From: Angj Singh Corporate JHB

Sent: Thursday, July 24, 2014 4:45 PM

To: Mathane Makgatho Corporate JHB

Cc: Yusuf Mahomed Transnet Corporate JHB
Subject: Re: China Dev Bank pricing

Hi M
Can | please have a break down of the 435 bps in its various components.

Thx

A

Sent from my iPad

dn 21 Jul 2014, at 12:36 PM, "Mathane Makgatho Corporate JHB" < e Maig:
Dear Anoj

Indicative pricing for CDB as follows:

Floating: 6m Jibar + bps
Fixed: 12.15 nacs

Based on 15yr tenor with 3yr grace period and funding at 6m USD Libar + 275bps
And 25 equal repayments

This price should be compared to EDC which has indicated a 13yr facility at Jibar +
Bani's 20 yr at Jibar + to

Regards

Mathane

> wrote:

and African Dev



Indicative Pricing: Cross Currency Swap

Start Date:
End Date:
USD/ZAR Exchange Rate:

Transnet Receives

Transnet Pays: $250 Million
$500 Million
$1 Billion

Transnet Pays: $250 Million
$500 Million
$1 Billion

Exchange of Principal Start:
Exchange of Principal End :

Period Start Date

02-Jan-15
01-Apr-15
01-Jul-15
01-Oct-15
04-Jan-16
01-Apr-16
03-Oct-16
03-Jan-17
03-Apr-17
03-Jul-17
01-Juk-18
02-0ct-17
02-Jan-18
03-Apr-18
02-Jui-18
01-Oct-18
02-Jan-19
01-Apr-19
01-Jul-19
01-Oct-19
02-Jan-20
01-Apr-20
01-Jui-20
01-Oct-20
04-Jan-21
01-Apr-21
01-Jul-21
01-Oct-21
03-Jan-22
01-Apr-22
C1-Jul-22
03-Oct-22
03-Jan-23
03-Apr-23
03-Jul-23
02-QOclt-23
02-Jan-24
02-Apr-24
01-Jul-24
01-Oct-24
02-Jan-25
01-Apr-25
01-Jul-25
01-Oct-2%
02-Jan-26
01-Apr-26
01-Jul-26
01-Oct-26
04-Jan-27
01-Apr-27
01-Jul-27
01-Oct-27
03-Jan-28
03-Apr-28
03-Jul-28
02-0ct-28
02-Jan-29
03-Apr-29
02-Jul-29
01-Qct-29

02-Jan-15
02-Jan-30
10.7700
Option 1 6[;tiuni -
3M Libor + 2.55% | 3M Libor + 2.65%
Floating Rate
3M Jibar + 4.23% | 3M Jibar + 4.37%

3M Jibar + 4.38%

3M Jibar + 4.52%

3M Jibar + 4.58%

3M Jibar + 4.72%

Option 3

3M Libor + 2.75%

3M libar + 4.51%

3M Jibar + 4.66%

3M libar + 4.86%

Fixed Rate

12.65%

12.79%

12.86%

1299%

13.16%

13.26%

YES

As per below profile

Period End Date

01-Apr-15
01-Jul-15
01-Oct-15
04-Jan-16
01-Apr-16
01-Jul-16

03-Jan-17
03-Apr-17
03-Jul-17

02-Oct-17
03-Oct-16
02-Jan-18
03-Apr-18
02-Ju-18

01-Oct-18
02-Jan-19
01-Apr-19
01-Jul-19

01-Oct-19
02-Jan-20
01-Apr-20
Q1-Jul-20

01-Ccl-20
04-Jan-21

01-Apr-21

01-Jul-21

01-Oct-21

03-Jan-22
01-Apr-22
01-Jul-22

(3-Oct-22
03-Jan-23
03-Apr-23
03-Jul-23

02-0ct-23
02-Jan-24
02-Apr-24
01-Jul-24

01-Oct-24
02-Jan-25
01-Apr-25
01-Jul-25

01-Oct-25
02-Jan-26
01-Apr-26
01-Jul-26

01-0Oct-26
04-Jan-27
01-Apr-27
01-Jul-27

01-Oct-27
03-Jan-28
03-Apr-28
G3-Jul-28
02-Cct-28
02-Jan-28
03-Apr-29
02-Jul-29
01-0Oct-29

02-Jan-30

89
91
92
95
88
91
92
20
o1
91
94
92
21
90
H
93
89
91
92
93
20
91
92
95
87
9

LEES

24
92
90
N
91
92
a1
20
92
93
89
91
92
93

9
92
95

91
92
94
91
91
91
92
91
90
91
93

12.93%

13.13%

13.43%

Payment Date
01-Apr-15
01-Jul-15
01-Oct-15
04-Jan-16
01-Apr-16
01-Jul-16
03-Jan-17
03-Apr-17
03-Jul-17
02-Oct-17
03-Oct-16
02-Jan-18
03-Apr-18
02-Jul-18
01-Cet-18
02-Jan-19
01-Apr-19
01-Jul-19
01-Oct-18
02-Jan-20
01-Apr-20
01-Jul-20
01-Cct-20
04-Jan-21
01-Apr-21
01-Jul-21
01-Oct-21
03-Jan-22
01-Apr-22
01-Jul-22
03-Oct-22
03-Jan-23
03-Apr-23
03-Jul-23
02-Oct-23
02-Jan-24
02-Apr-24
01-Jul-24
01-Oct-24
02-Jan-25
01-Apr-25
01-Jul-25
1-Oct-25
02-Jan-26
01-Apr-26
01-Jul-26
01-Oct-26
04-Jan-27
O1-Apr-27
01-Jul-27
01-Qct-27
03-Jan-28
03-Apr-28
03-Jul-28
02-Ccl-28
02-Jan-28
03-Apr-29
02-Jul-29
01-Oct-29
02-Jan-30

NACQ (USD)

NACQ (ZAR)
NACQ (ZAR)
NACQ (ZAR)

Fixed NACQ (ZAR)
Fixed NACQ (ZAR)
Fixed NACQ (ZAR)

USD Opening Balance

$250 000 000.00
$250 000 000.00
$250 000 £00.00
$250 000 000.00
$250 000 000.00
$250 000 000.00
$250 000 000.00
$250 000 000.00
$250 000 000.00
$250 000 000.00
$250 000 000.00
$250 000 000.00
$250 000 000.00
$244 791 666.67
$239 583 333.33
$234 375 000.00
$229 166 666.67
$223 958 333.33
$218 750 000.00
$213 541 666.67
$208 333 333.33
$203 125 000,00
$197 916 666.67
$192 708 333.33
$187 500 000.00
$182 291 666.67
$177 083 333.33
$171 875 000.00
$166 666 666.67
$161 458 333.33
$156 250 000.00
$151 041 666.67
$145 833 333.33
$140 625 000.00
$135 416 666.67
$130 208 333.33
$125 000 000.00
$119 791 666.67
$114 583 233.33
$109 375 000.00
$104 166 666.67
$98 958 333.33
$93 750 000.00
$88 541 666.67
$83 333 333.33
$78 125 000.00
$72 916 666.67
$67 708 333.33
$62 500 000.00
$57 291 666.67
$52 083 333.33
$46 875 000.00
$41 666 666.67
$36 458 333.33
$31 250 000.00
526 041 666.67
$20 833 333.33
$15 625 000.00
$10 416 666.67
$5 208 333.33

Day count

Actual/360

Actuall365
Actual/365
Actual/365

Actual365
Actual/365
Actual/3B5

USD Repayments

$5 208 333.33
$5 208 333.33
$5 208 333.33
$5 208 333.33
$5 208 333.33
$5 208 333.33
$5 208 333.23
$5 208 333.33
$5 208 333.33
$5 208 333.33
$5 208 333.33
$5 208 333.33
$5 208 333,33
$5 208 333.33
$5 208 333.33
$5 208 333.33
$5 208 333.33
$5 208 333.33
$5208 333.33
$5 208 333.33
$5 208 333.33
$5 208 333.33
$5 208 333.33
$5 208 333.33
$5 208 333.33
$5 208 333.33
$5 208 333.33
$5 208 333.33
55 208 333.33
$5 208 333.33
$5 208 333.33
$5 208 333.33
$5 208 333.33
$5 208 333.33
$5 208 333.33
$5 208 333.33
$5 208 333.33
$5 208 333.33
$5 208 333.33
$5208333.33
$5 208 333.33
$5 208 333.33
$5 208 333.33
$5 208 333.33
$5 208 333.33
$5 208 333.33
$5 208 333 33

$5:208 333.33

MAKE
THINGS
HAPPEN

NEDBANK
CAPITAL

Subject to preceding business day convention

Subject to preceding business day convention
Subject to preceding business day convention
Subject to preceding business day convention

Subject to preceding business day convention
Subject to preceding business day convention
Subject to preceding business day cenvention

ZAR Opening Balance

R 2692 500 060.00
R 2 692 500 000.00
R 2 92 500 000.00
R 2 692 500 000.00
R 2 682 500 000.00
R 2 692 500 000.00
R 2 692 500 000.00
R 2 692 500 000.00
R 2 692 500 000.00
R 2 692 500 000.00
R 2 692 500 000.00
R 2 692 500 000.00
R 2 692 500 000.00
R 2 636 406 250.00
R 2 580 312 500.00
R 2524 218 750.00
R 2 468 125 000 00
R 2 412 031 250.00
R 2355937 500.00
R 2 299 843 750.00
R 2 243 750 000.00
R 2 187 656 250.00
R 2 131 562 500.00
R 2 075 468 750.00
R 2 019 375 000.00
R 1963 281 250.00
R 1 9067 187 500.00
R 1 851 083 750.00
R 1 785 000 000.00
R 1 738 906 250.00
R 1 682 812 500.00
R 1626 718 750.00
R 1 570 625 000.00
R 1514 531 250.00
R 1 458 437 500.00
R 1 402 343 750.00
R 1 346 250 000.00
R 1 290 156 250.00
R 1 234 062 500.00
R 1177 968 750.00
R 1121 875 000.00
R 1 065 781 250.00
R 1 009 687 500.00
R 953 593 750.00
R 897 500 000.00
R 841 406 250.00
R 785 312 500.00
R 729 218 750.00
R 673 125 000.00
R 617 031 250.00
R 560 937 500.00
R 504 843 750.00
R 448 750 000.00
R 392 656 250.00
R 336 562 500.00
R 280 468 750.00
R 224 375 000.00
R 168 281 250.00
R 112 187 500.00
R 56 0923 750.00

ZAR Repayments

R 56 093 730.00
R 56 093 750.00
R 56 093 750.00
R 56 093 750.00
R 56 093 750.00
R 56 093 750.00
R 56 093 750.00
R 56 093 750.00
R 56 093 750.00
R 56 093 750.00
R 56 093 750.00
R 56 083 750.00
R 56 093 750.00
R 56 093 750.00
R 56 093 750.00
R 56 093 750.00
R 56 093 750.00
R 56 093 750.00
R 56 093 750.00
R 56 093 750.00
R 56 093 750.00
R 56 093 750.00
R 56 093 750.00
R 56 093 750.00
R 56 093 750.00
R 56 093 750.00
R 56 093 750.00
R 56 093 750.00
R 56 093 750.00
R 56 093 750.00
R 56 093 750.00
R 56 093 750.00
R 56 093 750.00
R 56 093 750.00
R 56 093 750.00
R 56 093 750.00
R 56 093 750.0C
R 56 083 750.00
R 56 0923 750.00
R 56 023 750.00
R 56 093 750.00
R 56 093 750.00
R 56 093 750.00
R 56 093 750.00
R 56 093 750.00
R 56 093 750.00
R 56 093 750.00
R 56 093 750.00

MEM-239
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Mathane Makﬂatho Corporate JHB

From: Anagj Singh Corporate JHB

Sent: 21 August 2014 05:14 PM

To: Mathane Makgatho Corporate JHB

Cc: Brian Molefe Transnet Corp; Yusuf Mahomed Transnet Corporate JHB;
Dorothy Kobe Transnet Corporate IHB

Subject: Re: China Development Bank

Hi M

Thx you for the analysis below.
i will consider the comments and respond accordingly.
Thx

Sent from my iPhone

On 21 Aug 2014, at 12:53 PM, "Mathane Makgatho Corporate JHB" <Mathane.Makgatho@transnet.net> wrote:
Dear Brian and Angj

[ trust that all is well with both of you.

This email is a follow up of various discussions | had with yourselves and in some instances with
Regiments included where | had indicated my discomfort and disagreement on how the China
Development bank facility negotiations are being handled, Regiment’s pricing methodology as well
as my disagreement of the appointment of Regiments as the Transaction advisor for the facility. For
the avoidance of doubt | would like to bring the following to your attention:

1. Overall governance

) | respect your Executive Authority and powers that go with it, but | also believe that it is my
responsibility as the current Transnet Group Treasurer to advise you on matters relating to
Treasury activities. As | indicated, | was not consulted nor was | aware that Regiments was
appointed as the Transaction advisor and lead negotiator for the facility as | believe there was no
need for them to be appointed given progress that we had made. | do not support that a R26
billion facility be negotiated and led by a transaction advisor, as we cannot and should not negotiate
a loan facility in isolation of Transnet’s current R90 billion debt portfolio. When we negotiate and
enter into agreement with lenders and investors, we make certain undertakings and covenants that
should apply to future facilities as well. The fact that Transnet’s biggest ever transaction, is
negotiated and decided by outsiders (Regiments) is a cause for concern as it exposes the Company
to undue risk. When we negotiate a facility of this magnitude, we assembie a multi-disciplinary
team that includes legal, tax, accounting, structured finance and risk management team
members. This is to ensure that all potential risks relating to the facility are identified and mitigated

to the extent possible.

2. Fees
a. Interest expense
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60 159 300 000.00
i 32 750 60000

3. Conclusion

It is my believe that the CDB facility in its current form is not in the best interest of the
Company or the country given potential capital leakage of up to R3.7 billion in excessive
interest expense and excessive arrangement fees which may be classified as PFMA violation
given information at our disposal. The additional interest expense will have a negative
impact on the already fragile cash interest cover ratio. | therefore recommend that we
terminate discussions with China Development Bank and explore other sources of
fundsi Transnet has proved its ability to raise funds from diverse funding sources even
under trying circumstances. In 2008-09, we were able to raise over R22 billion even when
the market was “closed” for other issuers. The latest example is our ability to raise R8
billion for the locomotive deposit at short notice. As indicated in the Company’s lune 14
going concern document, the Company has sufficient facilities to meet all its obligations as
- they fall due. The resuscitation of Transnet’s domestic. bond. program and. availability..of
short term facilities will assist in alleviating any potential cash flow problems. Even if
domestic spreads can widen, overall pricing will still be much better that the CDB facility.

Sincerely;

<image001.gif> Mathane Makgatho
Group Treasurer
Group Treasury
Transnet SOC Ltd

<image002.gif>+27 11 308-2613 <image003.gif>+27 83 270 7651
<image(Qd.gif>+27 11 308-2699 <image005.gif>Mathane. Makgatho@transnet.net

www _transnet.net






MEM-244

Discussion (Continued)

@ 5
delivering freight reliably -
e —

The point that was discussed last relates to the pricing. All the pricing components were put
on the table to bridge the gap between Transnet's and CDB’s proposals.

Transnet’s position | CDB’s position "~ Proposed by CDB and
Regiments

B
1l e

3 month LIBOR

Analysis

REGIMENTS

CARITAL

il - LA - Rl o

The NPV of the 3 bps concession by CDB {from 260 bps to 257 bps) is calculated to be US$ 8.1
million {represent a direct cost saving to Transnet)

The increase in the arrangement fee (8 bps) is calculated to cost Transnet US$ 2 million in NPV
terms.

The improved repayment profile along with the longer grace _um:on_ has increased the duration from
the original 7.78 years to 8.67 years, which will better suit Transnet asset liability profile.

The net financial benefit for Transnet would further increase by virtue of the combined positive

impact on the NPV of the increase in the grace period {from 36 months to 54 months) and the
improved loan repayment profile.

THANSNET
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Recommendation IRANSNET

deflyaring fraipht reliably -

We advise Transnet to take up the proposed loan with the above :mmozmﬁma terms due to the following
reasons:

v The loan is fairly priced in comparison to foreign issuance of a US$ denominated loan under
the GMTN, which is expected to have a pricing point of about 307 above US Treasuries

(bearing in mind the mark-to-market rate of 285 bps above US Treasuries on Transnet existing
USS bond that will mature in 7.9 years)

v lLonger capital grace period of 54 months

v" The starting date of the capital grace period to be the first Qa.mzaoé: date as opposed to the
date of signing of the loan agreement as originally suggested

v An improved capital repayment profile with increasing capital repayments towards the end of
. theloan tenure, which has the impact of extending the duration of the loan as opposed to the
duration associated with the original equal capital repayment sehedule;

v" Volume consideration; and

v’ CDB agreed to transact cross currency swaps such that Transnet will have ZAR denominated
loan in its books.

REGIMENTS CAPITAL
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Theo Takane Corporate JHB

From: Eric Wood <EricW@regiments.co.za>

Sent: 12 August 2014 09:26 AM

To: Angj Singh Corporate JHB

Subject: FW: the second mail about TRANSNET loan from the CDB
Attachments: Transnet CDB term sheet (marked up).doc

Hi Anoj

This is my latest response ta CDB regarding their latest information request. (I have purposely not cc’d you as
discussed)

Regards
Eric
r 4 Eric Wood +
K Executive Director
* 93 Caot7e! Strect, Houghion 2358 Fostast Luite IS Foved Fag X121, Jrsam Park 2035
=2 W T XX aT VES U309 Dwwet: 42T L4 FLE O3 . Paxe 2T LE TS AN .
REG’ME NTS C A erAL‘ Matdie: +3F #3426 0257  E-maill eriewlregonenty dn18  WWW.IeREments 0o 12
SR TRESLC T LR 1 45 PRI S v anchnis TP Sumder B3N teg Ro SRRMIGZYISLGY

MM mecnsn SRS e e e daie ina G e © et e s A f Ak st s

From: Eric Wood
Sent: 12 August 2014 09:18 AM

To: Stepahanie S. Zhou
Subject: FW: the second mail about TRANSNENT loan from the CDB

Thank You for your e-mail response and further requests for information. { understand the time pressures on this
transaction and | am happy to assist in this regard. | am happy to facilitate a face to face meeting with Transnet,
however they have indicated to me that we should have agreement on the outstanding matter on the term sheet
(the loan pricing) before we meet with them again. | wish to make the following points in response to your request

for information:

¢ | have marked up and attached the term sheet in accordance with our agreement last week (agreement on
the loan pricing remains outstanding)

» Transnet is regulated in terms of the ‘Public Finance Management Act’(PFMA), which lays down the

ﬂ delegations of authority and corporate governance requirements of public entities. I suggest that your legal
counsel appraise you of this legislation, and the relevant requirements in terms of the act. The approval of
the CDB foan by the required levels of authority by Transnet should be incorporated in the loan documents
as a condition precedent prior to the draw- down of the loan.

* Any further statutory documents required should be dealt with between the appointed legal teams {CDB
and Transnet), as they will know exactly which documents, and signed resofutions they will need.

» The suggested grace period of 54 months (four and a half years) is accepted and will suit the Transnet
asset/liability profile

* Transnet have confirmed to me that the CNR and CSR locomotive contracts were taken by CFO on his visit to
Beijing and supplied to Helen {CDB Beijing office). The contract for the CSR additional 100 locomotives has
not yet been supplied, and | have asked Transnet to supply this. In addition | wili update the spreadsheet
with the locomotive types (in addition to the locomotive numbers and cash-flows), and | will send the
updated spreadsheet to you later in the day.

» Apart from the locomotive types, the number, purchase price and delivery time of the locomotives has been
suppiied to yourselves (as contained in the spreadsheet, which you can reconcile to the signed contracts),

* Transnet has agreed to provide you with a pledge of the locomotives acquired from CNR and CSR, and this
security has not been granted to any other party {your lawyers can request official written confirmation of
this as a condition precedent in the loan agreement)

* Regiments is preparing the proposed draw down schedule for the CDE loan, which will be provided to
yourselves later today. The draw down schedule will take into account the term sheet condition that CDB

1
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does not wish to allow for a draw down in excess of 85% of the payments made to CNR and CSR. The
proposed draw down schedule will therefore be compliant with the conditions of the term sheet.

* Notwithstanding the fact that the CNR and CSR locomotive contracts were supplied to CDB (Helen), | have
asked Transnet for additional copies which I will forward to you as soon as | have received thern

Hook forward to the successful conclusion if this transaction with CDB, and continue to offer my support and
assistance to the transaction.

Thank You
Eric Wood
+ 4 Eric Wood <+
K Exscutive Director
* 1 Canezd Sordge, Hoeghtss 2198 Postaet Sufa 25, Pelvite Bag Y11, Bonems Pory 1034
Tai: v37 3 TrE 0300 OFrectr w27 % 7132338 faxd #27 §1 285 0FS)

REGFMENTS CAP!TAL' Molile »37 03 526 0257  Eomad! Sricw@regiminis ¢y 28 AOWW.0OQITAAE €0, 23
; IPeeou TRt (Y] LB TF 3 INCPEnS TRETONE WrVELS DBTS PSP awelr Rt S A M TR

From: L2215 [mailto:rit79@cdb.cn]
Sent: 11 August 2014 09:54 PM
To: Eric Wood; Stepahanie $. Zhou
YCe: FhNIE; IESE; T B W, RS

Subject: the second mail about TRANSNENT lgan from the CDB(Please notice and give answer to us)

J& L FERICHAE

BB SRELENTNEE - B » REESHHTRTOENS » Bl R T —NEiAE R A
FAZOTRIETIE BT sE -

75h, COBHHMARNHANKES » SRENERSBIIEH T RIES W - FEE /L 05
BRI - WITEE AR EIEY - J5TRANSNET—H I R &

1.9 TILCOBIR AT UF SIS OB A » TIEEETRANSNET A T 5t 3% /742 B0 2 — BRTERM-
SHEET, FFE5E& ERSUTHTRENEN - 1EEE ZARTERM-SHEET LR I B T8V ay 3 SR iR & »
3 K7 {8 CDB.

2. ARREASTA - HIRE - MAHEARER (AEE) B TRANSNETRIIE A A ]2
BREMEBBEATLMT - MEFENSN TR AR RIS (&M R
RIS DITE ) EME « T RBTAT A RE TN » ST R E R T RS - -
IAIEE > JETRANSNET T R LA B 248, FHes A REFTE Ry A S B IR SRR -

3. B EIREWATIH - COBAFEETRANSNETH A BHHIBINES » RIVES S S TS H R ERE -
LRI RIEESE RO - COBRE I AT T E TR F L SaEe N . BATAR »
XEIEE-GH B AT TRANSNET 5 /I &7 .

4. EEHEITEXCELFIR A IR E IR it 4, {HCDBR SIS W AL b E A\ L2
B PERTUINESEES] (BFEES]) ERFAHNFEREH - T H RO R R
38 » PRI S SRR RO s LB E EEMIERE - B e Siiss
FOMFIER L - 48 - COB I L &P IS BB RPIRIEE R » iE5 ML - KOTRANSNETIA 7
W+ COBIR R I RAR AR & /E - STRANSNENTEITIRE Y - (RIE: » i TRANSNET/!
TFARRTT BIARRERODE B TIREN E MR A -

SARYETRANSNET/E B AL S 4E4R A0 2 HE, & HTUE MITRANSNET S IR IA » 41 EECOBIR L £52L -
TRANSNET T i # 1+ RIFR L BF ARG E [ CDB RAEIKITIEIR? Fitn: PLERYRY -« 58 - Eusly
&~ RIGHS ] - BB EMFEIGERMMSAF - B ERSESREnE s ST
BY  MISRTRANSNET IHRIMFAX M P ERE - dLERMAILE - SIERITEAFNESAEE » 2
ERFICDBIE BhRb BTHEHF - COBM L R th IR 2 st - M FIEHAR I EIAFICOBIEETR » COBISI T,

I & HE.
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R A B T O 4R B3k - S REGIMENETSHIERICE A kS B 1B E BHUR/ER - Filt » EiE

BBREREZ LFI0RZRIRIRET « TIEFLIGT - BIHR > 257 -
RERTNFAR S WFE > COBFEHEREFA=TH (TRIER FRIAE A2 ERe

EitH) SEITRITRANSNET S E AT HLZ 1], -
RIFEEAFEE !

R

Dear Ms. Zhou and Mr. ERIC:

Thank you for timely response today. Please pay attention to my follow-Up email and reply. -

Moreover, CDB is conducting research on the facility and a telephone conference was held
today. Now there are still several issues and suggestions which Transnet needs to evaluate and
consider:

1 To make CDB compilete its related preparation work for loan appraisal, Transnet needs to
provide its latest proposed term sheet basing on CDB’s second edition term sheet and last week's
negotiations between the two sides.

2. Because of the large amount and long tenor of this facility, relevant provisions about internal
or authorized decision-making procedures for external financing and providing guarantee should
be prescribed in Transnet's Articles of Association or other important company documents (in
accordance with incorporation faw). The document is one of most fundamental documents
required by banks before a loan is provided. So please provide Transnet's articles of association
and relevant provisions about internal decision-making procedures.

3. As discussed in last week, CDB tends to reduce Transnet's pressure in repayment period
and match grace period with Transnet's payment schedule by adjusting it to four and half years.
We believe this suggestion is reasonable and beneficial to Transnet.

4. Thank your for kindly providing the EXCEL-version payment schedule, but clearly CDB’s loan
jmust be used to pay locomotive procurement, which is also the regulation of China's Banking
/ Regulatory authorities. Moreover, locomotive procurement contract is one of the fundamental
documents when CDB conducts loan appraisal. Lack of the locomotive procurement contract will
have an adverse impact on the loan approval. Of course, CDB fully understand the code of
business practices and privacy requirements, we are willing to sign a confidentiality agreement
with Transnet if necessary. Please do explain to Transnet and provide locomotive procurement
contract to us.

5. In terms of locomotives mortgage, we want to confirm with Transnet: the type, number,
original purchase price and purchase time of the locomotives the Transnet is going to pledge,
whether security over the locomotives has been granted to other parties, and current status of the
locomotives. If Transnet plans to use the locomotives it purchased from CSR and CNR as
guarantee (according to the delivery and payment schedule), CDB will only accept when mortgage

rate reaches level required by internal appraisal.

Due to huge time pressure, we hope REGIMENETS and Mr. ERIC continue to play an
important role in this transaction. Please provide feedback in both English and Chinese to us

before 10:00am Wednesday.
CDB is willing to discuss with you and Transnet face-to-face on Wednesday afternoon if

necessary (or meeting time to be determined and flexible plan based on feedback from your side).

3
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Please keep in touch.
Best regards

Litao Ren

{3 ¥ Litao Ren
EHITAIETIELA China Development Bank Southern Africa Working Group
e s & (South Africa): +27-0714597116

rh & BiE(China): 13598090963

T4 (e-mail) :RLT79@CDB.CN

Disclaimer

The infarmation contained in this communication. from the sender js confidential. It is. intended solely for use by the recipient .
and others authorized to receive it. If you are not the recipient, you are hereby notified that any disclosure, copying, distribution
or taking action in relation of the contents of this information is strictly prohibited and may be unlawfui,

This emall has been scanned for viruses and maiware, and automatically archived by Mimecast SA (Pty) Ltd, a» innovator in
Software as a Service (SaaS) for business. Mimecast Unified Email Management ™ (UEM) offers email continuity, security,
archiving and compiiance with all currant legisiation. To find out more, contact Mimecast.
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Theo Takane Corporate JHB

From: Anoj Singh Corporate JHB

Sent: 12 August 2014 10:18 AM

To: Theo Takane Corporate JHB

Subject: Fwd: Transnet CDB term sheet {marked up)

Attachments: image001.png; ATTO0001.htm; Transnet CDB term sheet (marked up).doc;
ATT00002.htm

Sent from my iPhone

Begin forwarded message:

From: Eric Wood <EricW@regiments.co.za>
Date: 12 August 2014 at 8:18:36 AM SAST
To: Anoj Singh <anoj.singh@transnet.net>

Subject: Transnet CDB term sheet {marked up)

Hi Anoj

I have attached the marked up term sheet as discussed
Regards

Eric
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INDICATIVE TERMS FOR

TERM LOAN FACILITY ARRANGED BY CHINA DEVELOPMENT BANK CORPORATION
FOR TRANSNET SOC LTD FOR THE ACQUISITION OF LOCOMOTIVES

Borrower Transpet SOC Lid

Group The Borrower and its subsidiaries

Mandated Lead China Development Bank Corporation ("CDB")

Arranger

Lenders As selected and appointed by the Mandated Lead Arranger in consultaticn
with the Borrower

Facility Agent China Development Bank Corporation

Security Agent { 1

Hedge Counterparty [ ]2

Finance Parties

The Mandated Lead Arranger, the Facility Agent, the Security Agent (and
any delegate or receiver), the Hedge Counterparty and the Lenders

Facility Type Secured term loan facility (the "Term Facility")

Term Facility The facility agreement entered into or to be entered into between the

Agresment Borrower and the Eenders to finance the acquisition of the Locomotives by
the Borrower.

Currency US Doliars (USD)

Curreney-andFacility  Up to ¥S$-2USD2,500,000,000°

Amount

Commercial Vendors

Friedshelf 1507 Proprietary Limited (and, subject to a name change, to be
known and registered as CNR Rolling Stock South Africa Proprietary
Limited) ("CNR") (under the CNR Contract) and CSR E-Loco Supply

' CDB to confirm.
2 CDB to confirm.
3 = m i

that CDB is only able

to fund in USD and repayment obiigations are also in

USD. However CDB or one of the other members of the syndicate are able to act as a hedge
counterparty to convert the proceeds of the USD loan into rand pursuant to an ISDA Master
Agreement, with the economic terms of each trade to be negotiated separately at the time of each
such trade (given that the times of pavment for the Locomotives (and hence the timing of each

drawdown) cannot be pre-determined at the date of the Term Facility Agreement. Another alternative

may be for a member of the syndicate to fund a separate rand tranche.

BEUING-1-63207-+1Ev2A -1-

DEFAULT
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DRAFT: 1520 July 2014

(Pty) Ltd ("CSR") (under the CSR Contract)

Commercial Means the contracts between:

Contracts .
(a) CSR and the Borrower for the design, manufacture, test and supply of

up to 459 mew dual voltage electric locomotives ("Elestric
Lecomotives") dated 17 March 2014 (the "CSR Contract"); and

(b) CNR and the Borrower for the design, manufacture, test and supply of
up to 232 diesel locomotives ("Diesel Locomotives") dated 17 March

2014 (the "CNR Contract"),

(the Electric Locomotives and the Diesel Locomotives, collectively known
as the "Locomotives"). -

Purpose The proceeds of the Term Facility shall be used to finance up to 85%
(eighty five percent} of the contract value of each Commercial Contract.

Availability Period Means, the period commencing from the date of the Term Facility
Agreement and ending en the day before the date falling 36 (thirty six)
months after the date of the Term Facility Agreement. *

Any amount not drawn during the Availability Period shall automatically
be cancelled on the last day of the Availability Period.

Final Maturity Date 338180 (one hundred and eightv) months from the date of the Term Facility

Agreement.
Margin 2.75-per-eent35%65%(two point fivesixty five percent) per annum®
LIBOR Means, in relation to any loan,

(c) the 36 (threesi®) month London interbank offered rate administered
by the ICE Benchmark Administration Limited (or any other person
which takes over the administration of that rate) for USD displayed on
the appropriate page of the Reuters screen (“Screen Rate”), or

(d) (if no Screen Rate is available for the currency or Interest Period of
that loan) the arithmetic mean of the rates (rounded upwards to four
decimal places) as supplied to the Facility Agent at its request quoted
by the agreed reference banks;

and if any such rate is below zero, LIBOR will be deemed to be zero.

* Please confirm that the Availability Period of 36 months corresponds to the period when payment

becomes due for the L ocomotives under the Commercial Contracts.

% Please note that for transactions of this nature for a borrower of a similar credit rating, CDB usually
charges a margin of not less than 350 basis points.

BEIING-1-63207-v1EvZA -2 DEFAULT
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DRAFT; 4520 July 2014

Interest Rate Loans under the Term Facility shall bear interest at a rate per annum equal
to the aggregate of (a) the Margin and (b) 36 (threesix) month LIBOR.

Default Interest Rate  1.20 -per—eent(one point twenty) percent per anoum above the applicable

Interest Rate whilst any Event of Default is continuing.

Minimum amount of  To be determined at the documentation stage.
each utilisation

Disbursement Subject to compliance with the Conditions Precedent to first utilisation and
10 (ten) business days” prior written notice to the Facility Agent, all Joans
shall be disbursed directly to the account of the relevant Commercial
Vendor under each Commercial Contract, in accordance with the duly
‘submitted disburseiiient instructions of the Bofrower, -

Financial Closing  The date on which the Facility Agent (acting on the written instructions of

Date: all the Lenders) confirms that the Conditions Precedent to first utilisation of

the Term Facility have been satisfied.

Facility agency fee =~ US$60;8080-USD60.000 (sixty thousand) per annum

Security agency fee [ 1% per annum

Arrangement Fee 1S5-pereent:1.105% (one point one five percent) of the amount of the total
commitments under the Term Facility Agreement, payable on the earlier of
(i) 30 £thirty) business days following the date of the Term Facility
Agreement and (ii) the Financial Closing Date. ’

Commitment Fee The Borrower shall pay to the Lenders a commitment fee in US Dollars
computed at the rate of -per-eent:0.8% (zero point eight percent) per
annum on each Lender's available commitment under the Term Facility for
the Availability Period. For the avoidance of doubt, the commitment fee
shall start to accrue from the date of the Term Facility Agresment. The
accrued commitment fee is payable in arrears on each successive period of
6 (six) months which ends during the Availability Period, on the last day of
the Availability Period and, if the commitment is cancelled in full, on the
cancelled amount of the relevant Lender's commitment at the time the

cancellation is effective.

Interest Period Each loan shall commence on the last day of its preceding Interest Period
and end on the immediate following Interest Payment Date, except for the

8 CDB to confirm.
T Please note that this fee is likely to be shared with other members of the syndicate as an upfront fee

for their parlicipation. CDB requires this rate of arrangement fee to provide it with flexibifity during the
syndication process.

BENING-1-63207-+L8v2A -3- DEFAULT
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initial Interest Period of each loan which shall commence on the utilisation
date and end on the immediate following Interest Payment Date. If two or
more loans end on the same date, the loans will be consolidated into, and
treated as; a single Lloan on the last day of the Interest Period.

Interest Payment 12 March, 12 June. 12 September and 12 December of each calendar year.
Date If the Interest Payment Date is not a Business Daybusiness dav, the interest

shall be paid on the preceding BusinessDaybusiness dav. The final Interest
Period shall end on the Final Maturity Date.

Interest Payment Interest will accrue on the 2:loans based on the Interest Rate. Interest will
be payable on each Interest Payment Daie in arrears.

Repayment of There will be no amortization of thé principal payment during the period

Principal from the date of the Term Facility Agreement to the day before the date
falling 36 {thirty six} months after the date of the Term Facility Agreement
(the “Grace Period”). During the Grace Period only interest will be
accrued and paid on each Interest Payment Date. After the Grace Period,
principal shall be repaid in 25 (twenty five) equal and consecutive
semi-annual installments, together with the accrued interest being paid at
the same time as each such installment. The first instaliment shall be made
on the date falling 36 months after the date of the Term Facility Agreement,
and each subsequent installment shall be made on each Interest Payment
Date thereafter. All amounts due or to become due under the Term Facility
Agreement shall be paid or repaid in full by the Final Maturity Date.

Mandatory Prepayment (with corresponding reductions to and cancellation of

Prepayment commitments) will be mandatory in full upon a change of control of the
Borrower, fatings—downgrade or sale of all or a material part of the
business/assets of the Borrower or the Group (i.¢., where the higher of the
market value or consideration receivable (when aggregated with other
disposals by the Borrower or the Group) is equal to or exceeds an amount
equal to ES$$48USD40,000,000 (or its equivalent in another currency or
currencies) in any financial year of the Borrower). * Disposals permitted by
the Lenders (to be further defined at documentation stage) shall not trigger
the mandatory prepayment provisions.

Voluntary The Borrower may prepay the Lloan in whole or in part (if in part by a
Prepayment minimum of US$S8USDS0, 000,000;_(fifty million)) at the end of any

Interest Period subject to 30 Business-Days(thirty) business days of prior

written notice to the Facility Agent. All prepayments shall be subject to a

8 Please note that these mandatory prepayment provisions were set out in Transnet's precedent
facility agreement provided to CDB.

BEUING-1-63207-+1Ev24 -4 - DEFAULT
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prepayment fee of 1% (one percent) of the amount of the prepayment, and if
not occurring on an Interest Payment Date, the payment of break costs, if

any.’

Set-off All amounts payable in connection with the Term Facility to be made by the
Borrower will be made without set-off or counterclaim.

Taxes All amounts payable in connection with the Term Facility will be made free
and clear of all present and future taxes, other deductions, levies, imposts
and withholdings of whatever nature {other than income taxes in the
jurnisdiction of each Lender’s applicable lending office).

The Borrower will be required to gross up in the event that any such
“ withholdings, taxes and/or deductions are required to be made. ° g

Security Documents  The Lenders' security package shall include, but not be limited to the
following:

(a)  asecurity agreement granting a first fixed-legal-mortzaze and-a first
fixed-and-floating-chargeranking security over the Locomotives in

favour of the Security Agent (acting on behalf of the Finance
Parties) on and from the transfer of title of such Locomotives and

each part thereof to the Borrower'?;

(b) all notices and acknowledgements relating to the security listed
it (a) above; and

(c)  [other security requested by the Mandated Lead Arranger as

necessary].

Finance Documents  Documentation will be based on the Loan Market Association (the "LMA")
provisions customary for facilities of this nature. The documentation will

include, but not be limited to the following:

(a)  atermfacilitagreementTerm Facility Agreement entered between,

amongst others, the Lenders and the Borrower-{the"Ferm-Faeility

..
- L2 3

9 Please note that it is standard for CDB to charge a prepayment fee in deals of this nature.

1% Form of security package subject to confirmation by South African / PRC counsel.- Piease note that
securily over the locomotives is imperative for CDB to provide this facility.

BEDING-1-63207-+1EvZA -5- DEFAULT
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(b}  anISDA Master Agreement, any accompanying schedules and each
subsequent confirmation between the Borrower and the Hedge

Counterparty'!;
(c)  the Security Documents; and
(dy any Fee Letters,
(together the “Finance Decuments™).

Conditions Precedent  Satisfaction of certain conditions precedent as are customary for a
to first utilisation transaction of this nature or comsidered appropriate by the Lenders, each in
form and substance satisfactory to the Lenders, including but not limited to

the following: -
(a8  execution and delivery of all of the Finance Documents;

(b)  legal opinions issued by the external legal advisors to the Lenders
satisfactory to the Lenders;

(¢)  a certified copy of the constitutional documents of the Borrower,
board resolutions, authorized signatory certificates and any relevant

governmental approvals;
(d)  the latest consolidated financial statements of the Borrower;

(¢)  no Event of Defaulthas occurred and is continuing and all repeating
representations are true and correct;

()  receipt of all relevant approvals and authorizations (corporate,
regulatory, governmental and shareholder) in respect of the
Commercial Contracts and the Finance Documents);

() payment in full of all fees and expenses due and payable by the
Borrower; and

(h)  copies of the executed Commercial Contracts.

Further Conditions Each utilisation, when aggregated with the amount of all Lloans that have
Precedent been drawn under the Term Facility (whether outstanding or not), shall not
exceed 85% {eighty five percent) of the amounts that have been or will be
incurred and paid on or prior to the date of such utilization (or will be paid
with the proceeds of such utilisation) by the Borrower under each

Commercial Contract.

" Please note that this will be in respect of any hedging arrangements relating to the conversion of
proceeds under any Loan from USD to rand.

BEUING-1-63207-+3EvZA -6- DEFAULT
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{d)  restriction on disposals subject to agreed exceptions;
{e) restriction on merger;
3] maintenance of insurance;

(g)  restriction on loans (subject to agreed exceptions) and guarantees;

(hy  eanvironmental compliance and notification of environmental claims;
{i) pari passu ranking;
(1)) compliance with sanctions,
~{k)  further assurance; -
0 no change of business; and
(my [others].
Financial : Gonselidated Tangible Net Worth-at-teast TS$—F-at ans time;

Covenants'?
Consalidated Debt to Revenue to be less than 80% of annual turnover s

EBITDA-to-be-lessthan —-semiennual;

Consolidated Interest Cover Ratio at least [ 1.5 times ~ Jsemi-annual,

Events of Defaults Events of Default customarily included for facilities of this nature, in
respect of the Borrower; and if appropriate; any member of the Group,
including but not limited to the following:

(a)  non-payment unless failure to pay is caused by administrative or

technical error and payment is made within {3}-Business—Days
(three) business days of its due date;

(b)  any financial covenant not satisfied;

()  failure to comply with any other obligatiens subject to agreed
remedy periods if capable of remedy;

(d) misrepresentation;

(e}  cross default;

*-Berrower-to-propose:'2 Borrower to propose. Pursuant to funding plan provided by the Borrower to
CDB. we understand that Transnet has provided loan covenants to other lenders. for example
gearing ratio is 50% and cash interest cover ratio is 3:1. Please note that CDB requires compliance
with certain financial covenants by the Borrower as a standard credit requirement.

BEDING-1-63207 -+1Ev2A -8- DEFAULT
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() insolvency;

(g  insolvency proceedings;

(k) creditors' process;

L unlawfulness of Finance Documents and Commercial Contracts;

)] repudiation/termination of Finance Documents and Commercial
Contracis;

(ky  material adverse change; and

]} {others].

Grace periods, thresholds and exceptions (as applicable) will be agreed at
the documentation stage.

Costs and Expenses:  All costs and expenses (including without limitation travel expenses and
legal fees) incurred by the Facility Agent, the Security Agent and the
Mandated Lead Arranger in connection with the preparation, negotiation,
printing, execution and syndication of the Terin Facility Agreement and any
other Finance Document shall be paid by the Borrower promptlsenwithin
30 (thirty) davs of demand whether or not the Finance Documents are

signed.
Assignments and The Lenders may assign any of #tstheir rights or transfer by novation any of
Transfers itstheir rights and obligations to another bank or financial institution or to a

trust, fund or other entity which is regularly engaged in or established for
the purpose of making, purchasing or investing in loans, securities or other
financial assets. Consent of the Borrower is not required for such
assignment or transfer; [provided such entity (the transferee) is not a
competitor of the Borrower'’], but the Lenders shall give written notice to

the Borrower of any such assignment or transfer,

Clear market During the period from the date of theFemn-Sheetthis term sheet and the
date of the Term Facility Agreement, the Borrower shall not. and shall
ensure that no other member of the Group shall raise or attempt to raise
finance in respect of the Commercial Contracts in the international or
domestic loan or capital markets without the prior written consent of the

Mandated Lead Arranger.

Syndication: The Mandated Lead Arranger reserves the right to syndicate the Facility in
| whole or in part to other banks and financial institutions.- The Borrower
shall give such assistance as the Mandated Lead Arranger may reasonably

'3 Please clarify what this means. Would a financial institution constitule a competitor of the
Borrower?

| BEDING-1-63207-+15v2A -9. DEFAULT
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Tequire in relation to the syndication of the Facility, including giving of
presentations by members of their management and assisting in relation to
the preparation of an information memorandum.

Market Flex: The Mandated Lead Asranger shall be entitied to change. in consultation
with the Borrower, the pricing, terms and/or structure of the Term Facility if

the Mandated Lead Arranger determines that such changes are advisable in
order to ensure a successful syndication of the Term Facility.

Market Conditions:  The terms set out in this Fern-Sheetterm sheet are subject to there being no
material adverse change in either (a)the financial condition or the
socio-political and economic situation of the Republic of South Africa, or
(b) the international or any relevant domestic syndicated loan market, up to
the date of the Term Facility Agreement.

Miscellaneous The Finance Documents shall also contain standard terms including without

Provisions limitation in respect of costs and expenses, amendments and waivers,
illegality, break costs, market disruption, increased costs, indemnities to the
Finance Parties, #4TGAthe Foreign Account Tax Compliance Act (ihe
"FATCA") provisions, reimbursement of stamp duty and VAT payable in
connection with the facility documentation,

Waiver of sovereign ~ The Borrower shall irrevocably waive any immunity from suit, execution,

immunity attachment or legal process to the fullest extent permitted by the applicable
law.
Governing Law All agreements will be governed by English law. If there is any dispute

arising out of the Finance Documents, the parties shall submit the dispute to
the London Court of International Arbitration ("LCIA") for arbitration in
accordance with the then applicable LCIA Arbitration Rules.

Validity: The terms set out in this term sheet are available for acceptance by the
Borrower until close of business in Beijing. China on 31 December 2014,
after which time they will expire unless extended in writing by the Lenders.

BEIING-1-63207-+1Ev2A -10- DEFAULT
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Mathane Makgatho Corporate JHB

From: Angj Singh Corporate JHB

Sent: 21 August 2014 04:24 PM

To: Yousuf Laher Transnet Freight Rail JHB

Ce: Mathane Makgatho Corporate JHB; Danie Smit Transnet JHB; Tewodros

Gebreselasie; Eric Wood
Re: Mandatory documents for application for opening foreign exchange accounts

Subject:
with CDB by an overseas institution{NRA)

Dear All

No documents will be completed untii the Board has approved the facility and a final agreement has been
concluded.

Thx

)
Sent from my iPhone

>0n 21 Aug 2014, at 4:04 PM, "Yousuf Laher Transnet Freight Rail JHB" <Yousuf.Laher@transnet.net> wrote:

> E

> Dear Mathane, refer mail below, please could you assist Regiments.
>

> Best Regards

>

> Yousuf Laher CA (SA)

> Transnet Freight Rail

>

> From: Tewodros Gebreselasie [mailto:TewodrosG @regiments.co.za]

> Sent: 21 August 2014 03:5C PM

> To: Yousuf Laher Transnet Freight Rail JHB

> Cc: Anoj Singh Corporate JHB; Eric Wood
> Subject: FW: Mandatory documents for application for opening foreign exchange accounts with CDB by an
' .Overseas institution(NRA)

>

> Dear Yousuf,

>
> We would appreciate if you (or someone from the CFO’s office) help us in completing the attached document

necessary for Transnet to open a foreign exchange account with CDB.
>

> Your usual cooperation is greatly appreciated.
>

> Regards

>

> Tewodros Gebreselasie

>

>

-4

> Disclaimer

>
> The information contained in this communication from the sender is confidential. it is intended solely for use by

the recipient and others authorized to receive it. If you are not the recipient, you are hereby notified that any
1
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disclosure, copying, distribution or taking action in relation of the contents of this information is strictly prohibited
and may be unlawful.

>

> This email has been scanned for viruses and malware, and automatically archived by Mimecast SA (Pty) Ltd, an
innovator in Software as a Service (SaaS) for business. Mimecast Unified Email Management ™ (UEM) offers email
continuity, security, archiving and compliance with all current legislation. To find out more, contact
Mimecast<http://www.mimecast.co.za/uem>.

> <SSR ERRIF £ HRITH 15N = 8 Pt S #.doc>
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Mandatory documents for application for Opening a Foreign
Exchange Account with CDB by an Overseas Institution (NRA)

1.

2a

Application Form for Opening a Foreign Exchange Account with CDB by an
Overseas Institution (NRA)-seen in appendix 1

Specimen Seal and Signature Sheet for Foreign Exchange Account Opened with
CDB by an Overseas Institution (NRA)- seen in appendix 2

Documents required to be submitted for incorporating a company in various
Jurisdictions- seen in appendix 3

Application Form for Change of Information regarding the Foreign Exchange
Account Opened by an Overseas Institution with CDB (NRA) -seen in appendix
4 (submit when needed)

Application for Closing the Foreign Exchange Account Opened by an Overseas

Institution with CDB (NRA) -seen in appendix 4 (submit when needed )

Notes: The Chinese translation of the above documents should also be submitted to
CDB if the original documents are not in Chinese.
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Application Form for Opening a Foreign Exchange Account with

CDB by an Overseas Institution (NRA)

Name (in English)*
Name {in Chinese)
Applicant
PP . Country of Incorporation* Company Registration No.*

Information
Registered address and postal code*
Code (if any) for overseas institution in the declaration of the Balance of Payments:
(the following contact information will be used for communication between the bank and
its customer, and the applicant is recommended to provide local contact information, please
fill in complete information)
Name of the Contact Person* " Contact Telophone No *

Contact

Information | Facsimile No.* Mobile Phone No.
Address*
Postal code*: E-mail address
Account Type: NRA Demand Deposit Account

Account | Currency:

Information | .o,  ykp cEUR  oGBP  mAUD
clIPY oOSGD oOCAD ©CHF OOthers:
o Certificate of Incorporation o1 Business Registration Certificate
O Certificate of Good Standing ¢ Registration Agent Certificate
O Annual report form 0 Share Certificate

o O A copy of the ID certificate of the director and the authorized signato
Exhibits A i

O Specimen Seal and Signature Sheet (in triplicates)
g Other documents (please specify in detail):

The following is for bank use only

Customer No.:
A/C No.:

Effective Date:

Processed by:

Bank Seal: Date

Reviewed by:
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The Overseas Institution represents and warrants to the Bank as follows:

1, The Qverseas Institution is duly incorporated in . and has provided the Bank with a complete
set of documents evidencing its due incorporation;

2. The seal and signature as provided in the Specimen Seal and Signature Sheet are true and authentic;
3. The information in this Application Form is true in all respects;

4. The Overseas Institution has taken all measures to ensure that the Application Form is legal, valid
and binding over the Overseas Institution;

5. The operation of this account shall be subject to the laws of the People’s Republic of China (which
for this purpose exclude such regions as HKSAR, Macau SAR and Taiwan). Any dispute in
connection with this account shall be resolved by the parties through friendly consultation, failing
which, either party has the right to bring a legal action before the people’s court at the location where
the bank account is opened;

6. The Overseas Institution shall immediately notify the Bank when there is any change of its name,
contact information (including, without limitation, contact person, and means of contact, such as
address, telephone, mobile phone, facsimile and e-mail), and information related to the Specimen Seal
and Signature Sheet, otherwise, the Overseas Institution shall be fully responsible for any and all losses

and/or consequences arising therefrom;
7. To enable valid communication, the Overseas Institution agrees that the Bank is entitled to use any

payment or settlement system or intermediary banks and suitable route of payment as it deems fit.
" | The Overseas Tnstitution is filly ‘aware thai there may be transachional #id sefilement Hsks Whea Al

counterparty or the subject matter of a transaction involves any entity (organization or individual) or
any subject matter covered in the resolution or list of sanctions by the Security Council of the United
Nations or any other international organizations recognized by the Chinese government through
ratification of treaties and, the Overseas Institution agrees to be solely responsibie for all adveise
effects that may arise therefrom, including, without limitation, losses or consequences due to freezing
of funds, deduction of fines and attachment of funds. The Overseas Institution also agrees that the
Bank shall not be liable for any business disputes or [osses related to the Overseas Institution, under
which circumstance, the Overseas Institution undertakes to indemnify and hold the Bank harmléss
from any losses and/or consequences due to any dispute or controversy arising therefrom.

8. The Bank is permitted to disclose the following information of the Overseas Institution to others in
any of the following circumstances: (I} the bank is entitled to provide from time to time its partners,
data service providers, agents and other third partics with information about its customers, their
accounts and transactions, or to receive such information from such partners, data service providers,
agents and other third parties, for transactional and payment processing purposes, or any other
purposes directly related to the Bank’s service provided to the customer; (2} the Bank is entitled to
disclose information as permitted or requested under applicable laws, procedural laws, regulations,
decrees, judgment or order, or in any litigation proceedings related to the Bank; (3) the Bank is entitled
to disclose information to government and regulatory agencies and credit rating agencies; (4) such
permission regarding disclosure and transfer of information shall remain valid and survive the
termination of any agreement with the customer and any cessation of services to the customer.

9. The Overscas Institution confirms that the Bank is subject to the relevant PRC anti-money
laundering laws and the Bank’s internal policies. The Overseas Institution agrees that it will provide
the Bank with any information as the Overseas Institution may be required to provide under any
relevant laws, regulations, and policies and internal administrative rules of the bank.

10. The Overseas Institution is aware that no foreign currency cash deposits or withdrawal may be
made into or from this acconnt, and the balance in this account may not be used to settle foreign

CWITERCY payments.

Specimen seal and signature of the Overseas Institution:

Official seal of the Overseas Institution:

Date:




M 2

E XA RBATERSIESNCIK S B F (NRAD

E P PILER:

MEM-270

BPFELLR:

EHE T 8T

BYFAXDEFREEAR A

R ER BEAR EFHR
C130238 F # 9
05 REZD
BHALS
CRTERGELE i
05 BuE
BFALS
O ERT A%
o5 BAE
BRALE
EFOE ORE OFRE
UTEaRITHE:

EFg:

% 5

EXHH:

Zp: Hix: BITHE: F H



)

SR, LN ., . o itwiTReE alonie

MEM-271

Appendix 2

Specimen Seal and Signature Sheet for Foreign Exchange Account
Opened with CDB by an Overseas Institution (NRA)

Customer Name (in Chinese):

Customer Name (in English):;

Opening Bank:

Please specify the number of persons serving as authorized signatories in this Specimen Seal and
Signature Sheet.

Name in Block Letters Specimen Signature [ Signing Arrangements
[ AH iransactions to be signed off |

[J Al transactions to be signed off
by him/her jointly with

[0 All transactions to be signed off
by him/her alone

0] All transactions to be signed off
by him/her jointly with

£] All transactions to be signed off
by him/her alone

O All transactions to be signed off
by him/her jointly with

Customer Seal [lrequired [not required

The following is for bank use only

Customer No.:
A/C No.:
Effective Date:

Processed by: Reviewed by: Bank Seal: Date:
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Appendix 3

Documents required to be submitted for incorporating a
company in various jurisdictions

Hong Kong

¥ Documents required to be submitted for incorporating a company in Hong Kong:

1

Documents containing in minutes book! Business Registration Certificate (if applicable)
Certificate of Incorporation

Printed copy of Memorandum and Articles of Association
I common seal and | company chop

Share certificate book. . .o .. S, o

Minutes of shareholders’ meetings and board mectings
Registers of members, directors, sccretaries, transfer and charges

Statutory returns filed with Hong Kong Companics Registry

% British Virgin Island (B.V.L)

1

Macan

Certificate of Incorporation

Printed copy of Memorandum and Articles of Association

Share certificate book

Meeting records of shareholders’ meeting and directors’ meeting
One company chop and one common seal

Copy/original of registers of members, directors, secretarics, transfers and charges

% Documents required to be submitted for incorporating a company in Macau:

1

3

Company’s Business Registration Certificate
Company Tax Payment Certificate (ME)

Official company seal

MEM-275
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United Kingdom (UK)

¥ Documents required to be submitted for incorporating a company in United Kingdom (UK) (the company name
must end with {Limited] or its abbreviation [Ltd.])

1 One copy of the Certificate of Incorporation (8-digit registration number assigned to each incorporated
company)
2 Seven copies of the Memorandum and Articles of Association
3 Waiver documents
4 Company seal
L3 Statutory forms Lo omm
6 Certificate forms

Inquiries regarding company incorporation in the UK may be made via the UK government’s service

website (most of the companies could search via this website)

the United States (US)

3 Documents required to be submitted for incorporating 2 company in the United States (US):

1 The License issued by the State im which the Company is incorporated;
2 US Company Incorporation Statute

3 US Company Formation Statute

4 Company share certificate

5 Company seal

6 Relevant resolution forms of the Company

Samoa

% Documents required to be submitted for incorporating a company in Samoa:
1 Certificate of Incorporation
2 Articles of Association of the Company

3 Share certificate



4 Company signature seal
5 Company common seal
the Cayman Islands

3 Documents required to be submitted for incorporating a company in the Cayman Islands:

1

Certificate of Incorporation of the Company
Company’s meeting records

Registry of shareholders, directors and secretary

Memorandum and Articles of Association

Company share certificate

Company’s signature seal and common scal

MEM-277

Source: “Documents required to be submitted for incorporating a company in various jurisdictions” published by
Beijing Administration of Foreign Exchange on the Foreign Exchange Account Information Interactive Platform
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Appendix 4

Application Form for Change of Information regarding the Foreign
Exchange Account Opened by an Overseas Institution with CDB

(NRA)

To: China Development Bank Branch

Eustcmer No./A/C No.* Account Name* ‘I

Changes (please check off in the relevant o)

OChange of contact
information (only one
should be provided, | conrace address and postal code*:
please..... insert..... .the |
country and region | Contact telephone*:
code  before  the
telephone and | E-roail:
facsimile number)

Contact person*:

— D it

Mobile phone:

Facsimile:

Company resolution regarding change of name, Company certificate of registration regarding

Ochange of name

change of name
3 opening a new | CUSD pHKD OEUR 0JPY OGBP
account OAUD 0CAD oCHF 0SGD

i c.hange g (e Attached with the company resolution and the original of the Specimen Seal and Signature
specimen  seal and Sheet

| signature
If there is any other change, please specify it here:

I confirm that the ahove change will take effect with the Bank on the date it is processed and accepted by the Bank,

Customer Name:

Seal and Signature of the Authorized Signatory

(specimen seal and signature):

[ Date: J
For Bank Use Only

A/C No.: Date of Information Change: T
Reviewed by the account
manager a approve O not approve
Signature:
Comment of the account | O approve C not approve
management department Processed by: Reviewed by: OfTicer in charge:
Note:

15
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Appendix5

Application for Closing the Foreign Exchange Account Opened by an
Overseas Institution with CDB (NRA)

Re: China Development Bank Branch

We hereby apply to close our foreign exchange account opened with the Bank. The A/C details are as follows:

Account Name:

Currency:
A/C No.:

" Account Balance:

Please remit the balance of our foreign exchange account in the originai currency to (route of remittance):

The Payee Bank:

Name of the Payee and the Payee A/C No.:

Applicant’s specimen seal and signature;

(Acknowledggment Receipt)

The Following are to be Completed by the Bank

At your request, the Bank has closed your foreign cxchange account opened with the Bank, A/C

No.: and the balance of the said foreign exchange account has been remitted according to the

route of remittance provided by you,

Bank Seal;

Date:

17
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TRANSNETI

Anaj Singh, Group Chief Financial Officer =

Mr. Eric Wood
Regiments Capital
91 Central Street
Houghton
Johannesburg
2198

Dear Mr Wood

1064 Locomotive Acquisition Transaction — Advisory Services

“This letter serves to confirm that Transnet SOC-Ltd “Transnet” has appointed Regiments
Capital as the Transaction advisors on the 1064 Locomotive Transaction.

In terms of the aforementioned mandate, Regiments Capital is required to advise on deat
structuring, financing and funding options to minimise risk for Transnet.

Accordingly, Regiments Capital will negotiate with CDB to successfully conclude a ZAR funding
facility of $5 billion, at a ZAR cost not exceeding 9,3% for a tenor not iess than 15 years.

The successful conclusion of this transaction will help achieve Transnet's strategic objectives
as well as benefit CDB and Transnet to meet the BRICS mandate.

Yours Sincerely,

Anoj Singh
Date: 31 July 2014
Group Chief Financial Officer

Transnet SOC [td Carlton Centre P.0. Box 72501

Registration Number 150 Commissioner  Parkview, Johannesburg

1590/000900/30 Street South Africa, 2122
Johannesburg T+27 11 308 2253
2001 F +27 11 308 1269

Directors: ME Mkwanazi (Chairman) B Molefe* (Group Chief Executive} MA Fanucchl Y Forbes HD Gazendam NP Mnxasana N Mocla NR Njeke iM Sharma IB Skosana www.transnet.net
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TO: Brian Molefe, Group Chief Executive
FROM:  Anoj Singh, Group Chief Financial Officer
SUBJECT: CHINA DEVELOPMENT BANK LOCOMOTIVE FUNDING RESPONSE

PURPOSE:

1 The purpose of the this submission is to request the Group Chief Executive to
approve the response to the Group Treasurer for issues raised on the USD 2,5 billion

; " loani facility from Ching Developinient Bank (CDB). 1

BACKGROUND:

2 On 21 August the Group Treasurer raised issues on the USD 2,5 billion loan facility
from CDB in the following categories. Refer to annexure A:
a. Overall Governance
b. Interest expense
€. Once off arrangement fee
d. Conclusion and value leakage

DISCUSSION:

3 The detailed responses are covered in the attached presentation, Refer to annexure
B. Summarised responses are as follows:

a. Regiments appointment and management
i. Regiments Capital were appointed as Transaction advisors on the 1064

Locomotive Transaction.

ii. In terms of the aforementioned mandate, Regiments Capital was required to
advise on deal structuring, financing and funding options to minimise risk for
Transnet,

iii. Accordingly, the negotiation with CDB to successfully conclude a ZAR funding
facility at a ZAR cost not exceeding 9,3% (depending on Jibar) for a tenor not
fess than 15 years at no additional fee is part of their mandate.

iv. In terms of the Delegation of Authority, the appointment of Regiments Capital
as Transaction advisors is within the ambit of the GCFO,

b. Interest expense
v. The margin on the deal is Jibar plus 337 bps which is 9,45% a

the cross currency swap being a maximum of 80bps, whi
Term sheet resulting in the cost being controlled.

CDB LOCOMOTIVE FUNDING RESPONSE
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vi. If the cross currency swap is too expensive, Transnet is hot obliged to execyte

the loan with CDB,
vii. HSBC indicative pricing for a 10 year USD1 biifion issuance under Regs 144A

(GMTN) is Libor + 270 bps.
viitl. Market analysis and peer comparison indicates a spread of upto 340 over UST -
Refer to attached presentation for further detail.
ix. The rate of 9.45% compares favourably to current WACD of 9.35%.
X. The loan will have a Floating rate which currently supports the fragile cash
interest cover ratio,
xi. Transnet will consider fixing the interest rate exposure in 12-18 months from
now, realising potential savings.
xii. If the rate be fixed now, the pricing proposal translates to a fixed rate of
12.09%.
Xiii. As a result of all the funding initiatives of the locomotives, an amendment to the
current fixed vs floating ratio approved split by the Board is required to 45%

.from.the. current 30% (floating). : SR o

c. Once off arrangement fee
xiv. The 118bps is high, however on balance taking into account CDB's concessions

on the grace period, reduction of the credit margin and the repayment profile "
is reasonable,

xv. In comparison to arrangement fees of US Exim and ICBC of 100bps each for
facilities of USD 500 million and ZAR & billion respectively, the 118 bps is
reasonable given the quantum.

xvi. The arrangement fee of 118bps is equivalent to 21.1 bps over the yield to
maturity of the proposed loan (based on the ZAR amount of the loan).

d. Conclusion and value leakage
xvii. The loan is fairly priced in comparison to foreign issuance of a US$ denominated

loan under the GMTN, which is expected to have a pricing point of about 307
above US Treasuries (bearing in mind the mark-to-market rate of 285 bps above
US Treasuries on Transnet existing US$ bond that will mature in 7.9 years);
xviii. There is a longer capital grace period of 54 months.
xix. The starting date of the caplital grace period will be the first drawdown date as
opposed to the date of signing of the loan agreement as originally suggested,
Xx. An improved capital repayment profile with increasing capital repayments
towards the end of the loan tenure, which has the impact of extending the
duration of the loan as opposed to the duration associated with the original
equal capital repayment schedule,
xd. The volume of US$2.5 billion for which there needs to be pricing consideration
given that the maximum expected volume for a single issue under the GMTN is
USD 1 billion,
xxii. CDB agreed to transact cross currency swaps such that Transnet wiljhave a 4R
denominated loan in its books.

CDB LOCOMOTIVE FUNDING RESPONSE
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FINANCIAL IMPLICATIONS:
Quantum Security Profile and Financial Arrangement | Commitment Margin and
offered terim covenants’ Fee Fee ZAR pricin
US$2.5 billion ~ | Yess - | Amortising over - | ‘Gearing ratio not | 118 bps | 080 bps - - 3m UboF £
R26,75 billion | 'Locomotives will | 1Syears | to exceed 80% : 12570ps
(translation of be provided as Cash jinterast - ‘(@mltar
R10,70) Security i cover not below : ) Bt oy 1 #3370ps)=
: ' 1.5 times = - : Ry Ry
BUDGET IMPLICATIONS:

4 The proposed external funding required to be raised has been budgeted for in the
2014/15 Finance Cost Budget and will be further budgeted for in the 2015/16-
2018/19 Finance Cost Budgets respectively.

5 Itis recommended that the Group Chief Executive approve the response to the
Group Treasurer for issues raised on the USD 2,5 billion loan facility from China

Development Bank (CoB).

Compiled by:

Mr. Anoj Singh'\ >
Group Chief Financial Officer
Date: 2rlonling

sowogsioy: /Y %

W

VI/ £

Mr. Brian Molefe
Group Chief Executive

Date: R S A Vs
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Transnet SOC Ltd Carlton Centre P.O, Box 72501 TRANSNET
Registration Number 150 Commnissioner Str. Parkview
1990/000900/30 Johannesburg South Africa, 2122 7
2001 T +27 11 308 2622 Yy
F+27 11 308 2699
www. transoct1iet
TO: Transnet Board of Directors

FROM: Mr. Brian Molefe, Group Chief Executive

SUBJECT: LOCOMOTIVE FUNDING INITIATIVES

PURPOSE:

1 The purpose of the this submission is to request the Board to approve the following
funding initiatives that will be undertaken during the vear:

a. ZAR 6 billion funding supported by guarantee from Export-Import Bank

of United States;
b. USD600 million loan facility from Export Development Canada and

Investec:
€. Up to USD1 billion A/B loan facility from African-Development Bank;
d. USD2.5 billion 15 year Facility with China Development Bank; and
e. ZAR 6 billion 15 year funding facility from Industrial and Commercial Bank

of China.

All of the above facilities are subject to further negotiations between Transnet and
lenders.

' BACKGROUND:

2 In light of Transret’s Market Demand Strategy to meet volume growth and
customer demand, Transnet wishes to increase the capacity of its General Freight
Business from 80mt to 176mt.

3 Transnet will be acquiring rolling stock in order to meet the increased capacity
requirements, to facilitate the anticipated growth and to address Transnet and
" Government’s pfan to migrate freight from road to rail.

4 In order to facilitate the above objectives, Transnet has entered into Locomotive
Supply Contracts to acquire the Locomotives from Bombardier, General Electric,
China South Railways (CSR) and China North Railways (CNR).

LOCOMOTIVE FUNDING INITIATIVES
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5 The estimated total cost of the Locomotives, after payment of a deposit of R7.4
billion in March 2014, is approximately R53.7 billion for the financiat years 2014/15 -
2018/19. The total contract price including deposit paid is R61 billion.

DISCUSSION:

6 As the lLocomotives and their respective components will be procured from
Bombardier; CSR; CNR; GE, they will have “foreign content” and as such, Transnet
can make use of both tied and untied ECA-backed funding and Development finance.

7 On the 31% July 2014, US Exim Bank approved a USD 563,455,622 Long Term
Guarantee for financing of the 293 locomotives manufactured by General Electric
Company. As per the new 2014 Sector Understanding on Export Credits for Rail
Infrastructure prescribed by the OECD Guidelines, the tenor of the guarantee is up
to 14 years, which tenor is favourable for Transnet's asset and liability matchmg
strategy. The premium is 5.97% of the total guaranteed amount and the
commitment fee is 0.125% per annum of the non-cancelled and non-disbursed
amount. This facility will be structured as an asset backed with locomotives used as
security. The current pricing indications are 3m Jibar + 140 to 3m Jibar + 160 basis

points, which is cost effective for a 14 year facility.

8 Export Development Canada ("EDC”) and Investec offered a 13 year unsecured
credit facility of up to USD600 million towards the funding of the locomotives

procured from Bombardier at a rate of 3m Jibar + 200bps.

9 The African Development Bank ("AfDB”) has proposed up to USD1000 million A/B
loan structure consisting of USD250 million direct lending and USD750 million from a

syndicate of banks to Transnet.

10 China Development Bank (“CDB”) have indicated their willingness to fund the CSR
and CNR locomotives and have proposed a 15 year bullet loan of up to USD2.5
billion at a rate of 3m Libor + 257 bps which is equivalent to 3m Jibar + 420 bps .
This pricing is above Transnet’s weighted cost of debt and Transnet will continue to
engage with CDB to further revise their pricing downward. In addition to the
proposed uneconomical pricing, CDB is also requesting locomotives to be used as
security as well as the inclusion of financial covenants. The current proposal is too
expensive and includes covenants that Transnet is not offering to other
lenders/investors. Should negotiations fail, Treasury will recommend termination of
negotiations and use other cost effective funding sources to finance locomotives

procured from China,

11 In addition, Transnet has received a proposal from Industrial and Commercial Bank
of China ("ICBC") of R6 bhillion for up to 15 years at a rate of 6m Jibar + 280bps for
the financing of locomotives procured from CSR and CNR. ICBC's pricing is also
above Transnet’s weighted cost of debt but more attractive than the CDB offer.
Group Treasury wilf request ICBC to consider reducing the price.

LOCOMOTIVE FUNDING INITIATIVES
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12 The above funding initiatives will require certain minimum criteria to be met, before
any funding Is made available to Transnet, these may include inter alia:

requirement for ECA funders and some DFIs and Multilaterals);

mitigate any risk on Transnet’s business;
Some funders may require a special notarial bond to be registered in their

favour over the Locomotives.

FINANCIAL IMPLICATIONS:

. Acceptable levels of foreign/iocal content in the supplier contracts (a key

. Acceptable legal agreements, covenants and rating downgrade triggers to

Security Facility Agent | Arrangement Fee | Rate Commitrnent Fee
offered Fee
US-Exim _ W e 1
YES 5.97% {once off | 100 points 3m Jibar + 160bps 12.5 points
premium)
EDC ' . i
NO 0 45 points 3m Jibar+ 200bps 7 points
e _ 6m Sibar + 200-230bps
= NO 1820 (000 pa 80 points § 60 points
P
£ob YES 0.2bps pa of the | 118 points 6m Libor + 257bps (Jibar | 80 points
financed +420)
amount
ICBC YES 0 100 points 6m Jibar + 280bps 60 points
BUDGET IMPLICATIONS:

13 The proposed external funding required to be raised has been budgeted for in the
2014/15 Finance Cost Budget and will be further budgeted for in the 2015/16-
2018/19 Finance Cost Budgets respectively.

LOCOMOTIVE FUNDING INITIATIVES
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RECOMMENDATION:

14 It is recommended that the Transnet Board of Directors approve the fallowing
funding initiatives:

ZAR 6 billion funding supported by guarantee from Export-Import Bank

of United States;
USD600 million loan facility from Export Development Canada and

Investec;

Up to USD1 billion A/B-loan facility from African Development Bank:
USD2.5 billion 15 year Facility with China Development Bank, subject to
further terms and conditions negotiations as their proposed terms and
conditions are currently not in line with similar asset backed and
development finance institutions;

ZAR 6 billion 15 year funding facility from Industrial and Commercial Bank
of China.

15 It is recommended that the Transnet Board of Directors approve the attached Board

resolution.

Compiled by:

Mr. Anoj Singh
Group Chief Financial Officer

Date:

Recommended by:

Mr. Brian Molefe
Group Chief Executive

Date:

LOCOMOTIVE FUNDING INITIATIVES
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Theo Takane Corporate JHB

From: Mathane Makgatho Corporate JHB

Sent: 20 August 2014 01:42 PM

To: Anogj Singh Corporate JHB

Cc Yusuf Mahomed Transnet Corporate JHB; Dorothy Kobe Transnet Corporate
JHB

Subject: Locomotive Funding Initiatives 20 Aug 2014

Attachments: Memo -ANNEXUREfor 1064 BOD funding memo.docx; Locomotive Funding
initiatives 20 Aug 2014.docx

Dear Angj

As per your request, | have amended the locomotive funding memo. Please note that the memo is for Board
approval and not for noting and therefore need a specific board resolution. This is due to the following reasons:

e Each of the transactions is significant and material and therefore require specific Board approval;

* The combined amount is more than what has been approved for the financial year and therefore above the
Board'approved fimit for the financial year 2014-15. Pléase refer to claise 5.2.17°6f the DOA a¢ the GCE can
only authorise up to 10% of the approved annual limit;

)} e Three of the transactions include locomatives as security. As all tranisactions are above the GCE limit of R1
billion, we require specific board approval as per clause 5.2.23 of the DOA that includes delegation to the
GCE to give security;

* As part of the fulfilment of the conditions precedent, the lawyers will require a specific board resolution

hence the inclusion of Annexure A to ensure that we can fulfil all CP’s.

In addition, | have opted to leave our internal pricing of Jibar + 420 as it is a fair price given current market
circumstances and the fact that our internal cross currency pricing methodology for plain vanilia CCS has been tried
and tested and proved to be correct. For the purposes of Board submission, it is prudent that we use our internal
price that has been tried and tested and proved correct even when we compare with external

counterparties. Otherwise, we run the risk of misleading the Board.

I trust that you will find all to be ini order.

Kind regards
Mathane

)
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THIS AGREEMENT is dated on the date first stated above and made between:,

(1) TRANSNET $SOC LTD with registration number of 1990/000900/30 as borrower(the
"Borrower"); and

(2) CHINA DEVELOPMENT BANK CORPORATION as lender (the "Lender”),

IT IS AGREED as follows:

SECTION 1
INTERPRETATION

1. DEFINITIONS AND INTERPRETATION
1.1 Definitions

In this Agreement:

‘Acceptable Bank” means a bank or financlal institution which has a rating for its long-
term unsecured and non credit-enhanced debt obligations of A- or higher by Standard &
Poor's Rating Services or Fitch Ratings Ltd or A3 or higher by Moody's Investors Service
Limited or a comparable rating from an internationally recognised credit rating agency.

“Acceptance Certificate” bears the same meanlng as ascribed to it in the relevant
Commercial Contract.

"Acceptance Instalment” bears the same meaning as ascribed to it in the relevant
Commercial Contract.

"Account Agreement” means the agreement entered into between the Borrower, the
Lender and the Account Bank on or about the date of this Agreement in respect of the

operatlon of the Hedglng Accounts,

"Account Bank" means JPMorgan Chase Bank, N.A., Johannesburg Branch or any other
bank or financial institution appointed pursuant to the terms of the Account Agreement,

"Affitiate” means, in relation to any person, a Subsidiary of that person or a Holding
Company of that person or any other Subsidiary of that Holding Company.

"Aggregate Contract Price” means the aggregate contract price payable under the
Commerciai Contracts for the locomotives being ZAR 32,449,324,640 (unless otherwise
reduced pursuant to the terms of the Commercial Contracts) but excluding any Increase
in the contract price as a resuit of the application of Clause 8.12 (Duties on Importation)
or Part 7 (Variations) of Schedule 3 (Agreement Management) of each Commercial

Contract.

“Anti-Money Laundering Laws" are the US Uniting and Strengthening America by
Providing Appropriate Tools Required to Intercept and Obstruct Terrorism Act of 2001 and
the regulations and rules promulgated thereunder, as amended from time to time; the US
Money Laundering Control Act of 1986 and the regulations and ruies promulgated
thereunder, as amended from time to time; the US Bank Secrecy Act and the regulations
and ruies promulgated thereunder, as amended from time to time; and corresponding
laws of (a) the European Union designed to combat money laundering and terrorist
financing and (b) jurisdictions in which the Group operates or in which the proceeds of the
Loans will be used or from which repayments of the Facillty will be derived.
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"Authorisatlon" means an authorisation, consent, approval, resolutton, licence,
exemption, filing, notarisation or registration,

"Avallability Period” means the period from and including the date of this Agreement to
and Including the day immediately preceding the date falling 54 Months from the first

Utilisation Date,

"Available Facility” means the amount of the Facility minus:.

(a) the amount of any outstanding Loans; and

{b) in relation to any proposed Utilisation, the amount of any Loans that are due to be
made on or before the proposed Utilisation Date,

"Break Costs" means the amount (if any) by which;

{a) the interest (excluding Margin)which the Lender should have received for the
period from the date of receipt of all or any part of a Loan or Unpaid Sum to the
last day of the current Interest Pertod in respect of that Loan or Unpaid Sum, had
the principal amount or Unpaid Sum received been paid on the last day of that

Interest Period;

exceads:y

(b) the amount which the Lender would be able to obtain by placing an amount equal
to the principal amount or Unpaid Sum received by it on deposit with a leading
bank in the Relevant Interbank Market for a period starting on the Business Day
following receipt or recovery and ending on the last day of the current Interest

Period.

"Business Day" means a day (other than a Saturday or Sunday or public holiday) on
which banks are open for general business in Beijing, Johannesburg, Repubfic of South
Africa and (in relation to any date for payment or purchase of a currency in Dollars) New

York.

“Charged Property" means all of the assets of the Borrower which from time to time
are, or are expressed to be, the subject of the Transaction Security,

“Class Action” means the legal proceedings brought against the Borrower under the case
name of Pretorius and Another v Transnet S0C LTD Defined Second Benefit Fund and

Others, 2014 ZAGPPHC 526.

"CNR" means Friedshelf 1507 Proprietary Limited (Reglstration Number 2014/016892/07)
(and, subject to a name change, to be known and registered as CNR Roliing Stock South

Africa Proprietary Limited).

"CNR Contract” means the contact between CNR and the Borrower for the design,
manufacture, test and supply of up to 232 diesel locomotives dated 17 March 2014,

"Code" means the US Internal Revenue Code of 1986,

"Commercial Contracts" means the CSR 100 Contract, the CSR 35% Contract and the
CNR Contract,

"Commercial Vendors" means CNR and CSR and "Commercial Vendor" means any one
of them.
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"Companies Act” means the Companies Act, No 71 of 2008 of the Republic of South
Africa, as amended from time to time.

"Compliance Certificate" means a certificate substantially in the form set out in
Schedule 4 (Form of Compliance Certificate} or otherwise in form and substance

satisfactory to the Lender.

"Confidential Information" means all information relating to the Borrower, the Group,
the Finance Documents or the Facllity of which the Lender becomes aware In its capacity
as, or for the purpose of betoming, the Lender or which is received by the Lender in
refation to, or for the purpose of becoming the Lender under, the Finance Documents or
the Facllity from any member of the Group or any of its advisers In whatever form, and
includes information given orally and any document, electronic file or any other way of
representing or recording Information which contalns or is derived or copted from such

Information but excludes information that:

(a) is or becomes public information other than as a direct or indirect result of any
breach by the Lender of Clause 32 (Confidentiality); or

i) is identified in writing at the time of delivery as non-confidential by any member of
the Group or any of Its advisers; or

(c) is known by the Lender before the date the information Is disclosed to it by any
member of the Group or any of its advisers or is lawfully obtained by the Lender
after that date, fromn a source which is, as far as the Lender Is aware, unconnected
with the Group and which, in either case, as far as the Lender is aware, has not
been obtained in breach of, and is not otherwise subject to, any obligation of

confidentiality.

"Confidentiality Undertaking” means a confidentiality undertaking substantially In a
recommended form of the LMA as set out In Schedule 6 (LMA Form of Confidentiality

Undertaking) or in any other form agreed between the Borrower and the Lender.

"Consolidated Tangible Net Worth" means at any time the aggregate of the amounts
paid up or credited as pald up on the issued ordinary share capital of the Borrower and
the amount standing to the credit of the reserves of the Group, Including any amount

credited to the share premium account.
but deducting:
(a) any debit balance on the consolidated profit and loss account of the Group;

{b) (to the extent included) any amount shown in respect of goodwiil {including
goodwill arising only on consolidation) or other intangible assets of the Group;

(c) any amount in respect of interests of non-Group members in Group subsidiaries;

{d) {to the extent included) any provision for deferred taxation;

(e) (to the extent included) any amounts arfsing from an upward revaluation of assets
made at any time after 31 March 2014; and

(f) any amount in respect of any dividend or distribution declared, recommended or
made by any member of the Group to the extent payable to a person who is not a
member of the Group and to the extent such distribution is not provided for in the

most recent financial statements,
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and so that no amount shall be included or excluded more than once,

"Consolidated Total Assets" means at any time, the amount of the total assets of the
Borrower, as appearing in the audited consofidated annual financial statements of the

Borrower detivered pursuant to Clause 18.1 (Financial statements).

“Contract Price" bears the same meaning in each Commercial Contract in respect of the
focomotives to be delivered under each Commercial Contract.

"Corporate Plan" means the corporate plan submitted by the Borrower to the Minister of
Finance of the Republic of South Africa and the Minlster of the Public Enterprises of the

Republic of South Africa in terms of section 52 of the PFMA.

"Corrupt Acts" means any offence in respect of the corruption, corrupt activities and
money laundering or related activities as contemplated under the iaws of the Republic of

South Africa.

"CSR" means CSR E-Loco Supply Proprietary Limited (Registration No. 2012/12805/07).

"CSR 100 Contract” means the contract between CSR and the Borrower for the design,
manufacture, test and supply of up to 100 new class 20E locomotives dated 17 March

2014,

"CSR 359 Contract" means the contract between CSR and the Borrower for the design,
manufacture, test and suppty of up to 359 new dual voltage electric locomotives dated 17

March 2014,

“Defauit” means an Event of Defauit or any event or circumstance specified in Clause 21
(Events of Default) which would (with the expiry of a grace period, the glving of notice,
the making of any determination under a Transaction Finance Document or any

combination of any of the foregoing) be an Event of Default.

“Delegate" means any delegate, agent, attorney or co-trustee appointed by the Lender.

"Disruption Event" means either or both of:

(a) a matertal disruption to those payment or communications systems ot to those
financial rarkets which are, in each case, required to operate in order for
payments to be made tn connection with the Factlity (or atherwise in order for the
transactions contemplated by the Finance Documents to be carried out) which
disruption is not caused by, and is beyond the control of, any of the Parties; or

(b) the occurrence of any other event which resufts in a disruption (of a technical or
systems-refated nature} to the treasury or payments operations of a Party

preventing that, or any other Party:

(i) from performing its payment obligations under the Finance Documents; or

(ii) from communicating with other Parties in accordance with the terms of
the Finance Documents,

and which (in either such case) Is not caused by, and is beyond the control of, the Party
whose operations are disrupted.
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"Environmental Claim" means any claim, proceeding or investigation by any person in
respect of any Environmentai Law.

"Environmental Law" means any applicable law In any jurisdiction in which any member
of the Group conducts business which relates to the pollution or protection of the
environment ar harm to or the protection of human health or the health of animals or

plants.

"Environmental Permits” means any permit, licence, consent, approval and other
authorisation and the filing of any notification, report or assessment required under any
Environmental Law for the operation of the business of any member of the Group
conducted on or from the properties owned or used by the relevant member of the Group.

"Equity Contribution™ means, in respect of any proposed Utilisation, an amount equa!
to (a) 532/2500 multiplied by (b) the aggregate amount in ZAR (using the current spot
USD/ZAR spot exchange rate as supplied by the South African Reserve Bank reasonably
selected by the Lender) of (1) all outstanding Loans and (i) any Loans that are due to be
made on or before the Utilisation Date of the proposed Utilisation,

“Event of Default” means any event or circumstance specified as such in Clause 21
{Events of Default).

"Facility" means the term loan facility in an aggregate amount of US$1,500,000,000
made avallable under this Agreement as described In Clause 2 (The Facility), to the extent

not cancelled or reduced under this Agreement.

"Facility Office” means the office or offices identified with the Lender's signature below
or such other office as it may from time to time select by notice to the Borrower as the
office or offices through which it will perform its obligations under this Agreement.

"FATCA" means:.
(a) sections 1471 to 1474 of the Code or any assoclated regulations;

(b) any treaty, law or regulation of any other jurisdiction, or relating to an
intergovernmental agreement between the US and any other jurisdiction, which
(in either case) facilitates the implementation of any law or regulation referred to

In paragraph {a) above; or

(c) any agreement pursuant to the implementation of any treaty, law or regulation
referred to in paragraphs (a) or (b) above with the US Internal Revenue Service,
the US government or any governmental or taxation authority In any other

jurisdiction.

“FATCA Deduction” means a deduction or withholding from a payment under a Finance
Document required by FATCA.

“FATCA Exempt Party" means a Party that Is entitled to recelve payments free from any
FATCA Deduction.

"FATCA FFI" means a foreign financial institution as defined in section 1471(d)(4) of the
Code which, if the Lender is not a FATCA Exempt Party, could be required to make a

FATCA Deduction.

"Finance Document” means this Agreement, the Mandate Letter, the Accaunt
Agreement, the Security Documents, and any other document designated as such by the
Lender and the Borrower.

5
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"Financiai Clesing Date" means the date on which the Lender gives notice to the
Borrower that the requirements under clause 4.1 (Initlal conditions precedent) have been

satisfied.

"Financial Indebtedness" means any Indebtedness for or In respect of:

(a) moneys borrowed;

(b) any amount ralsed by acceptance under any acceptance credit facllity or
dematerialised equivaient;

(<) any amount raised pursuant to any note purchase facility or the issue of bonds,
notes, debentures, loan stock or any similar instrument;

(d) the amount of any liability in respect of any lease or hire purchase contract which
would, in accordance with IFRS, be treated as a finance lease;

(e} receivables sold or discounted (other than any receivables to the extent they are
soid on a non-recourse basis);

(£} any amount raised under any other transaction (including any forward sale or
purchase agreement) of a type not referred to in any other paragraph of this
definftion having the commerctal effect of a borrowing;

(g) any derivative transaction entered into in connection with protection against or
benefit from fluctuation in any rate or price (and, when calculating the value of
any derivative transaction, only the marked to market value (or, If any actual
amount Is due as a result of the termination or close-out of that derlvative
transaction, that amount) shail be taken into account);

{(h). any counter-indemnity obligation in respect of a guarantee, indemnity, baond,
standby or documentary letter of credit or any other instrument issued by a bank

or financial institution;

(1) any amount raised by the issue of redeemable shares;

(4] any amount of any liability under an advance or deferred purchase agreement if
one of the primary reasons behind the entry into this agreement is to raise
finance; and

(k) (without double counting) the amount of any liability in respect of any guarantee
or indemnity for any of the items referred to in paragraphs (a) to (j) above.

“First Repayment Date" means the date falling 54 Months from the first Utllisation Date.
"Government" means the Government of the Republic of South Africa
"Group” means the Borrower and its Subsidiarias for the time being.

"Hedge Counterparty” means JPMorgan Chase & Co or its Affillate or any other financiai
institution agreed to by the Lender.

"Hedging Account (USD)" means the USD account with the same name established and
maintalned by the Borrower with the Account Bank and operated pursuant to the terms of
the Account Agreementand any renewal or re-designation thereof or replacement or

substitution therefor.
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"Hedging Account (ZAR)" means the ZAR account with the same name established and
maintained by the Borrower with the Account Bank and operated pursuant to the terms of
the Account Agreement and any renewal or re-designation thereof or repfacement or

substitution therefor.

"Hedging Accounts" means the Hedging Account (USD) and Hedping Account (ZAR) and
"Medging Account" means any of them.

"Hedging Transaction” has the meaning ascribed to it in Clause 20.25 {Hedging
Transaction),

"Holding Company" means, in relation to a person, any other person in respect of which
It is a Subsidiary,

“IFRS" means International accounting standards within the meaning of the IAS
Regulation 1606/2002 to the extent applicable to the relevant fAnancial statements.

“Indirect Tax" means any goods and services tax, consumption tax, value added tax
(Including any value added tax as provided for in the Value Added Tax Act, 1991 (Act No.
81 of 1991) of the Republic of South Africa) or any tax of a similar nature.

"Interest Payment Date" means;,

(a) 12 March, 12 June, 12 September and 12 December of each year; and

{b) in relation to any Unpaid Sum, the last day of an Interest Period determined in
accordance with Clause 8.3 {Default interest).

"Interest Period" means, In relation to a Loan, each period determined in accordance
with Clause 9 (Interest Periods) and, In relation to an Unpaid Sum, each period
determined in accordance with Clause 8.3 (Default interest).

"Lender Account" means such account of the Lender as notified in writing to the
Borrower (with a copy to the Account Bank) pursuant to paragraph (b) of clause
24.1(Payments to the Lender) for payments and repayments under the Finance

Documents.
"LIBOR" means, in relation to any Loan:

(a) the applicable Screen Rate; or

(b) If no Screen Rate is available for the Interest Period of that Loan, the rate at
which the Lender could borrow funds In the Relevant Interbank Market in Dollars
and for a period of 3 months were it to do se by asking for and then accepting
interbank offers for deposits in reasonable market siZe,

as of the Specified Time on the Quotation Day and, if that rate is less than zero, LIBOR
shall be deemed to be zero.

“"LMA" means the Loan Market Assoclation;

"Loan” means a loan made or to be made under the Facility or the principal amount
outstanding for the time being of that ioan.
"Locomotive Mortgage" means each special notarial mortgage to be registered by the

Borrower in favour of the Lender over the locomotives as described in and delivered
pursuant to the terms of the Commercial Contracts and owned by the Borrower as

7
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security for the obligations of the Borrower to the Lender under the Transaction Finance
Documents substantially in form of Schedule 8 (Locomotive Mortgage Agreement).

"Locomotive Mortgage Power of Attorney” means each power of attorney in
substantially the form set out in Schedute 10 {Locomotive Mortgage Power of Attorney).

"London Business Day" means a day (other than a Saturday or Sunday) on which banks
are open for general business in London.

"Mandate Letter” means the mandate letter dated 16 April 2015 between the Lender
and the Borrower.

"Margin" means 2.57 per cent. per annum.
"Material Adverse Effect" means a material adverse effect on:

(a) the business, operations, property, condition {financial or otherwise) or prospects
of the Group taken as a whole;

(b) the ability of the Borrower to perform its obligations under the Finance
Deocuments; or

() the validity or enforceability of the Finance Documents or the rights or remedies
of the Lender under the Finance Documents.

"Material Subsidiary” means, at any time, a Subsidiary of the Borrower which:

(8) has profits before interest and tax representing 10 per cent. or mare of the
consolidated profits before interest and tax of the Group; or

(b)  has gross assets representing 10 per cent. or more of consolidated gross assets of
the Group; or

(c)  has turnover representing 10 per cent. or more of consolidated turnover of the
Group,

in each case calculated on a consolidated basis.

Compliance with the condlitions set out in the paragraphs above shall be determined by
reference to the latest audited financlal statements of that Subsidiary (consolidated in the
case of a Subsidlary which itself has Subsidiaries) and the latest audited consolidated

financial statements of the Group.

A report by the auditors of the Borrower that a Subsidiary Is or is not a Matenial
Subslidiary shall, in the absence of manifest error, be conclusive and binding on all

Parties,

"Month” means a period starting on one day In a calendar month and ending on the
humerically corresponding day in the next calendar month, except that:

{a) (subject to paragraph (c) below) If the numerically corresponding day is not a
Business Day, that period shall end on the next Business Day in that calendar
month in which that period is to end if there Is one, or if there is not, on the

immediately preceding Business Day; and
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(b) If there is no numerically corresponding day in the calendar month in which that
periad is to end, that period shall end on the last Business Day in that calendar
manth; and

(<) if an Interest Period begins on the last Business Day of a calendar month, that

Interest Period shall end on the last Business Day in the calendatr month in which
that Interest Period is to end.

The above ruies will only apply to the last Month of any perlod,

"Operations Disclosure Schedule™ means the disclosure schedule set out In Schedule 9
(Operations Disclosure Schedule).

"Original Financlal Statements" means the audited consolidated financial statements of
the Group for the financial year ended 31 March 2014.

"Party" means a party to this Agreement.

"Payment Certificate" has the meaning ascribed to it in any Commerctal Contract,

"Permitted Corporatization” means a corporatisation, hive-down, subsidiarisation,
demerger, merger or other corporate reconstruction (by whatever name called) of any of
the Transnet Divisions required to be implemented by an executive or legislative act of
the Government and in respect of which the Borrower has concluded a consultation with
the Lender in good faith over a reasonable period of time lasting not less than 30 days
and provided that such corporatisation, hive-down, subsidiarisation, demerger, merger
or other corporate reconstruction does not materially and adversely affect the interests of

the Lender under the Finance Documents.

"Permitted Disposal” means any sale, lease, licence, transfer or other disposal which,
except in the case of paragraph (b), is on arm’s length terms:

(a) made by any member of the Group In the ordinary course of trading of the
disposing entity;

(b} of any asset by a member of the Group (other than the Borrower) to another
member of the Group, Including any entity that becomes a member of the Group
by a Permitted Corporatization;

{c} of assets in exchange for other assets comparable or superior as to type, vailue
and quality;

(d) of absolete or redundant property, plant and equipment for cash;
(e) arising as a result of any Security permitted under Clause 20.4(c);

{f) of assets for cash where the higher of the market value and net consideration
receivable {when aggregated with the higher of the market value and net
Consideration receivable for any other sale, lease, transfer or other disposal, other
than any permitted under the foregoing paragraphs or as a Permitted Transaction)
does not exceed US$40,000,000 {or Its equivalent in another currency or
currencles) In any financial year of the Borrower.

“Permitted Transaction" means:

(a) a Permitted Corporatization;
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(b) any disposai required, Financial Indebtedness incurred, guarantee, indemnity or
Security given, or other transaction arising, under the Transaction Finance

Documents;
(c) the solvent liquidation or reorganisation of any member of the Group (other than

the Borrower) so long as any payments or assets distributed as a result of such
liquidation or reorganisation are distributed to other members of the Group;

(d) transactions (other than (i) any sale, lease, license, transfer or other disposal and
(I} the granting or creation of Security or the incurring or perrnitting to subsist of
Financial Indebtedness) conducted In the ordinary course of trading on arm’s

length terms; or

(e) transactions other than any permitted under the foregoing sub-paragraphs
entered into with the prior written consent of the Lender.

"PFMA" means the Public Finance Management Act 1999 as amended from time to time.

"Qualifying Guarantee" means a guarantee:

(8) In an amount no less than all amounts that are outstanding under the Finance
Documents as at the date of issuance of such Qualifying Guarantes;

(b} provided by an Acceptable Bank or the Government In favour of the Lender; and
(c) in form and substance satisfactory to the Lender {acting reasonably),

"Quotation Day" means, in relation to any period for which an interest rate is to be
determined, two (2) London Business Days before the first day of that period unless
market practice differs in the Relevant Interbank Market, in which case the Quotation Day
will be determined by the Lender In accordance with market practice in the Relevant
Interbank Market (and if quotations would normally be given by leading banks in the
Relevant Interbank Market on more than one day, the Quotation Day will be the last of

those days).

"Receiver"’ means a receiver or recelver and manager or administrative recelver of the
whole or any part of the Charged Property,

"Related Fund” in relation to a fund (the “first fund"), means a fund which is managed
or advised by the same Investment manager or investment adviser as the first fund or, if
it Is managed by a different investment manager or investment adviser, a fund whose
investment manager or Investment adviser Is an Affiliate of the Investment manager or

investment adviser of the frst fund.

"Relevant Interbank Market” means the London interbank market.

"Repayment Date" means:

{a) the First Repayment Dale;

(b} each 12 March, 12 June, 12 September, 12 December falling after the First
Repayment Date but prior to the Termination Date; and

{c) the Termination Date,

but if any of those dates is not a Business Day, then that Repayment Date shali be
deemed to be the immediately succeeding Business Day,
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‘Repeating Representations" means each of the representations set out in Clauses
17.1 (Status) to 17.6 (Governing law and enforcement), Clause 17.9 (No defauit),
paragraph {c) of Clause 17.10 (No misleading information), Clause 17.11 (Corrupt Acts),
paragraph (c) of Clause 17.12 (Financlal statements), Clause 17.13 (Pari passu ranking),
Clause 17.14 (No proceedings) and Clause 17.21 (Ranking) to Clause 17.24 (Legal and

beneficial owner),
"Representative” means any delegate, agent, manager, administrator, nominee,
attorney, trustee or custodian.

"Republic of South Africa” means the Republic of South Africa as constituted from time
to time.

"Sanctioned Country” Is a country subject to a sanctions program identified on the list
maintained by:

{8) OFAC (as defined under Sanctions Llaws) and currently available at
http://www.treas.gov/ofﬂces/enforcement/ofac/programs, or as otherwise
published from time to time, for which the sanctions program extends beyond

listed Sanctioned Persons;
(b) the United Nations Security Council;

(c) the European Union;
(d) a member state of the European Union; or

(e)  Her Majesty's Treasury of the United Kingdom.

"Sanctioned Person" is any of the following currently or in the future: (i) an entity,
vessel, or individual named on the list of Specially Designated Nationals or Blocked
Persons maintained by OFAC (as defined under Sanctions Laws) currently avaifable at
http://www.treasury.gov/resource-center/sanctionsfSDN-List/Pages/default.aspx or on
the consolidated list of persons, groups, and entities subject to EU financial sanctions
currently available at http: sanctkl congol-list en.htm or
identified on the list maintained by the European Union, a member state of the European
Unlton or Her Majesty's Treasury of the United Kingdom; or (ii) anyone more than 50-
percent owned by an entity or individual described in (i} above; or (lii) (A) an agency or
instrumentality of, or an entity owned or controlled by, the government of a Sanctioned
Country, (B) an entity located in a Sanctioned Country, or (C) an individual who is a
citizen or resident of, or located in, a Sanctioned Country, to the extent that the agency,
instrumentality, entity, or individual is subject to a sanctions program administered by
OFAC; or (iv) an entity or individual engaged in actlvities sanctionable under CISADA (as
defined under Sanctfons Laws), ITRA (as defined under Sanctions Laws), IFCA (as defined
under Sanctions Laws below), or any other Sanctions Laws as amended from time to

time,

"Sanctions Laws" are the laws, reguiations, and rules promulgated or administered by
the US Office of Forelgn Assets Control of the Department of the Treasury ("OFAC") to
implement US sanctions programs, including any enabling legistation or Executive Order
related thereto, as amended from time to time; the US Comprehensive Iran Sanctions,
Accountability, and Divestment Act and the regulations and rules promulgated thereunder
("CISADA"), as amended from time to time; the US Iran Threat Reduction and Syria
Human Rights Act and the regulations and rules promulgated thereunder ("ITRA"), as
amended from time to time; the US Iran Freedom and Counter-Proliferation Act and the
regulations and rules promulgated thereunder ("IFCA"); the sanctions and other
restrictive measures applied by the European Unlan in pursult of the Common Foreian and

11
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Security Policy abjectives set out in the Treaty on European Union; and any similar
sanctions laws as may be enacted from time to time in the future by the U.S., the
European Union (and its Member States), or the Security Council, or any other legisiative
body of the United Nations or the Japanese Ministry of Finance; and any corresponding
laws of jurisdictions in which the Group operates or In which the proceeds of the Loans
will be used or from which repayments of the Facitity will be derived.

"Scheduled Debt Service" means, for any date for which it is being calculated, the
aggregate of all scheduled principal and interest payments due and payable under this

Agreement on such date.

"Screen Rate” means the London interbank offered rate administered by ICE Benchmark
Administration Limited (or any other person which takes over the administration of that
rate) for Dollars for a period of 3 months displayed on pages LIBORO1 or LIBOR0Z of the
Reuters screen (or any replacement Reuters page which displays that rate) or on the
appropriate page of such other informatlon service which publishes that rate from time to
time in place of Reuters. If such page or service ceases to be available, the Lender may
specify another page or service displaying the relevant rate after consuitation with the

Borrower.

“Secured Obligations® means ali present and future obligations and liabilities at any
time due, owing or incurred by the Barrawer to the Lender under the Transaction Finance
Documents, whether actual or contingent and whether incurred solely or jointly and as

principal or surety or in any other capacity.

“Security” means a mortgage, charge, pledge, lien or other security interest securing any
obligation of any person or any other agreement or arrangement having a similar effect.

"Security Documents’ means the Locomotive Mortgages and each Locomotive Mortgage
Power of Attorney together with any other document entered into by the Borrower
creating or expressed to create any Security over all or any part of its assets in respect of
the obligations of the Borrower under any of the Transaction Finance Documents,

"Specified Time" means a time determined in accordance with Schedule 7 (Timetables),

"Standby Facility” means the term loan facility In an aggregate amount of up to
US$1,000,000,000 made avallable under the Standby Facility Agreement, to the extent

not cancelled or reduced thereunder.

“Standby Facility Agreement” means the term loan facility agreement in respect of a
term loan facllity in an aggregate amount of up to US$1,000,000,000 which the Lender
and the Borrower have the option of entering into by 1 September 2015 for the purpose
of financing part of the purchase price under the Commercial Contracts.

“Standby Facility Hedging Transaction” means any hedging transaction entered into
by the Borrower for the purpose of hedging the Interest rate and/or foreign exchange rate
risk under the Standby Facility in compliance with the terms of the Standby Facility

Agreement.

"Subsidiary” means any person (referred to as the "first person")in respect of which
another person (referred to as the "second person'}:

(a) holds a majority of the voting rights in that first person or has the right under tha
constitution of the first person to direct the overall policy of the first person or alter

the terms of its constitution; aor

12
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(b} is a member of that first person and has the right to appoint or remove a majority
of its board of directors or equivalent adniinistration, management or supervisory

body; or

()  has the right to exercise a dominant influence {which must include the right to give
directions with respect to operating and financial policies of the first person which
its directors are obliged to comply with whether or not for its benefit) over the first
person by virtue of provisions contained in the articles {or equivalent) of the first

person ar by virtue of a control contract which is in writing and is authorised by the
articles (or equivalent) of the first person and Is permitted by the law under which

such first person is established; or

(d) s a member of that first person and controls alone, pursuant to an agreement with
other shareholders or members, a majatity of the voting rights in the first person
or the rights under its constitution to direct the overall policy of the first person or

alter the terms of its constitution; or

(e) has the power to exercise, or actuaily exercises dominant influence or control over
the first person; or

(f)  together with the first person are managed on a unified basis,

and for the purposes of this definition, a person shall be treated as a member of ancther
person if any. of that person's Subsidiaries is a member of that other person or, if any
shares in that other person are held by a person acting on behaif of it or any of its

Subsidiaries,

“Tax” means any tax, ievy, impost, duty or other charge or withhoiding of a similar
nature (including any penalty or interest payable in connection with any failure to pay or

any delay In paying any of the same).

"Termination Date* means the date falling 180 Months from the first Ubilisation Date.
“Transaction Finance Documents” means

(a) the Finance Documents;

(b)  If executed, the Standby Facility Agreement and any “Finance Document” defined in
and used under the Standby Facility Agreement; and

()  any other dacument designated as such by the Lender and the Borrower.

"Transaction Security” means the Security created or expressed to be created in favour
of the Lender pursuant to the Security Documents.

“Transnet Divisions" means the Borrower's five operating divisions along which its
businesses are organised, namely Transnet Freight Rail, Transnet Engineering, Transnet
National Ports Authority, Transnet Port Terminals and Transnet Pipelines.

“Unpaid Sum" means any sum due and payable but unpaid by the Borrower under the

Finance Documents,

"US" means the United States of America.

“US Tax Obligor" means:

(a) the Borrower If the Borrower is resident for tax purposes in the US; or

i3
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{b) the Borrower If some or all of its payments under the Finance Documents are from
sources within the US for US federal income tax purposes.

"Utllisation" means a utilisation of the Facllity.

"Utilisation Date" means the date of a Utilisation, belng the date on which the relevant
Loan Is to be made.

"Utilisation Request” means a notice substantially in the relevant form set out in
Schedule 3(Utilisation Reguests),

Construction

(a) Unless a contrary indication appears any reference in this Agreement to:

()] the "Lender”, the "Borrower" or any "Party” shall be construed so as
to include its successors in title, permitted assigns and permitted
transferees to, or of, its rights and/or obligations under the Transaction

Finance Documents;

{n "assets” includes present and future properties, revenues and rights of
every description;

(iii) a "Finance Document®’, a "Transaction Finance Document” or any
other agreement or instrument is a reference to that Finance Document,
Transaction Finance Document or other agreement or instrument as
amended, novated, supplemented, extended, replaced or restated;

(iv} "indebtedness" includes any obligation (whether incurred as principal
or as surety) for the payment or repayment of money, whether present

or future, actual or contingent;

(v) a "person” Includes any Individual, firm, company, corporation,
government, state or agency of a state or any association, trust, joint
venture, consortium, partnership or other entity (whether or not having

separate legal personality);

(vi) a "regulation” includes any regulation, rule, official directive, reguest or
guideline (whether or not having the force of law) of any governmental,
Intergovernmental or supranational body, agency, department or of any
regulatory, self-regulatory or other authority or organisation;

(vii}  a provision of law is a reference to that provision as amended or re-
enacted; and

(viii) a time of day is a reference to Beijing time,
(b) Section, Clause and Schedule headings are for ease of reference only.

(c) Unless a contrary Indication appears, a term used in any other Finance Document
or In any notice given under or In connection with any Finance Document has the
same meaning in that Finance Decument or notice as in this Agreement.

(d) A Default (other than an Event of Default) is "continuing" if it has not been
remedied or walved and an Event of Defauit is "continuing” if it has not been

waived,
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Currency symbols and definitions

"$", "USD" and "Dollars® denote the lawful currency of the United States of America.
“ZAR" denotes the lawful currency of the Republic of South Africa.

Third party rights

{a) Uniess expressly provided to the contrary in a Finance Document, a person who is
not a Party has no right under the Contracts (Rights of Third Parties) Act 1999 {the
"Third Parties Act") to enforce or to enjoy the benefit of any term of this

Agreement,

(b) Notwithstanding any term of any Finance Document, the consent of any person who
is not a Party is not required to rescind or vary this Agreement at any time.

15
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SECTION 2

THE FACILITY -

THE FACILITY

The Facility

Subject to the terms of this Agreement, the Lender makes available to the Borrower a
doffar term loan facility In an aggregate amount of US$1,500,000,000.

PURPOSE

Purpose
The Borrower shail apply all amounts borrowed by it under the Facility towards:

(a) payments to the Commercial Vendors under the Commercial Contracts to finance
up to 1500/3032 of the Aggregate Contract Price of the Cormmercial Contracts; and

{b) (subject to the consent of the Lender) to the extent that the Borrower has made
payments to the Commercial Vendors under the Commercial Contracts which in the
aggregate exceed the amount of its required Equity Contribution (and such
payments have not been made from the utilisation of any other facility which has
been granted to the Borrower for the purpose of financing all or any part of the
Borrower's payment obligations under the Commerclai Contracts), as
reimbursement to itself for payments made In excess of the required Equity

Contribution.

Monitoring

The Lender is not bound to monitor or verify the application of any amount borrowed
pursuant to this Agreement.

CONDITIONS OF UTILISATION

Initial conditions precedent

The Borrower may not deliver a Utilisation Request unless the Lender has received all of
the documents and other evidence listed In Schedule 2 (Conditions Precedent) in form and
substance satisfactory to the Lender. The Lender shall notify the Borrower promptly upon

being so satisfied.

Further conditions precedent

The Lender wifl only be obliged to make a Loan available to the Borrower if on the date of
the Utilisation Request and on the proposed Utilisation Date:

(a) an amount at least equivalent to the Equity Contribution has already been paid by
the Borrower to the Commercial Vendors under the Commercial Contracts;

(b) no Default is continuing or would result from the proposed Loan; and

{c) the Repeating Representations to be made by the Borrower are true In all material
respects,
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SECTION 3
UTILISATION

5. UTILISATION - LOANS

5.1 Delivery of a Utilisation Request

The Borrower may utilise the Facllity by delivery to the Lender of a duly completed
Utilisation Request not later than the Specified Time.

5.2 Completion of a Utilisation Request

(a) Each Utillsation Request is irrevocable and will not be regarded as having been duly
completed unless:

m the proposed Utilisation Date Is a Business Day within the Avatitabtiity
Period;

(it} the currency and amount of the Utilisation comply with Clause 5.3
{Currency and amaunt);

(Hif) the proposed Interest Period complies with Clause 9 (Interest Periods);

(v} it is accompanied by the relevant involces, accompanying statement of
the Commerciali Vendor, Payment Certificates (and in respect of a
Utillsation made for the payment of an Acceptance Instalment, the

Acceptance Certificate);and

{v) It specifies the USD/ZAR exchange rate used by the Borrower in

computing the amount of the Utilisatlon, whether under any Hedging

Transaction or If no such Hedging Transaction has been entered into, the

spot USD/ZAR exchange rate of the South African Reserve Bank on the

- date of the Utilisation Request, provided that such USD/ZAR exchange

rate shall be satisfactory to the Lender.
(b) Only one Loan may be requested in each Utilisation Request.

8.3 Currency and amouant

{2) The currency specified in an Utilisation Request must be Dolfars.

(b) The amount of the proposed Loan must be an amount which is not more than the
Avallable Facility and which is a minimum of US$5,000,000 or if less, the Available
Facility, provided that the amount of such Utilisation shall not at any time exceed
the amount (taking into account the USD/ZAR exchange rate used by the Borrower
pursuant to paragraph {a}{v) of Clause 5.2 (Completion of a Utilisation Request))
set out In the Invoice or Involces (excluding any VAT, customs duties or ad valorem
dutles or any increase In the Contract Price pursuant to the terms of the
Commercial Contract) Issued by the Commercial Vendors the subject of such

Utilisation.

5.4 Making of a Loan

If the conditions set out in this Agreement have been met, the Lender shall advance the
requested Loan to the Borrower on the Utilisation Date through Its Facility Office.
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5.5 Cancellation of Facility

{a) The amount of the Facility which, at that time, is unutilised shall be immediately
canceiled at the end of the Availability Period.

18



6.

6.1

7.1

MEM-338

SECTION 4

REPAYMENT, PREPAYMENT AND CANCELLATION

REPAYMENT

Repayment of Loans

(a) Subject to paragraph (c) below, the Borrower shall repay the Loans advanced to it

(i) If the First Repayment Date falls on 12 March, 12 June, 12 September or
12 December, in 43 equal instaiments by repaying on each Repayment
Date an amount which reduces the amount of the outstanding Loans by
an amount equal to 1/43 of the total amount of all the Loans borrowed by
the Borrower as at ciose of business in Beijing on the last day of the

Availabllity Perlod; or

(ii) if the First Repayment Date does not fall on 12 March, 12 June, 12
September or 12 December,

(A) in an amount on the First Repayment Date which reduces the
amount of the outstanding Loans by an amount equal to 1% of the
total amount of all the Loans borrowed by the Borrower as at close
of business in Beijing on the last day of the Avallability Period; and

{B) in 43 equal instalments by repaying on each Repayment Date after
the First Repayment Date an amount which reduces the amount of
the outstanding Loans by an amount equal to 1/43 of 99% of the
total amount of all the Loans borrowed by the Borrower as at close
of business in Beljing on the last day of the Availability Period.

(b) The Borrower may not re-borrow any part of the Facility which Is repaid.

(c) By no later than the date falling 5 Business Days prior to each Interest Payment
Date or If different, each Repayment Date, the Borrower shail transfer or procure
the transfer of the ZAR equivalent of the Scheduled Debt Service due on such .
Interest Payment Date or Repayment Date to the Hedging Account (ZAR). The
Borrower shall convert such funds standing to the credit of the Hedging Account
(ZAR) into US Dollars for deposit into the Hedging Account (USD)which shall be
transferred to the Lender Account in discharge of the Scheduled Debt Service due
on such Interest Payment Date or Repayment Date.

PREPAYMENT AND CANCELLATION

Illegality

If, in any applicabie jurisdiction, it becomes unlawfu! for the Lender to perform any of its
obligations as contemplated by this Agreement or to fund, Issue or maintain its
participation in any Loan or it becomes unfawful for any Affiliate of the Lender to do so:

(a) the Lender shall promptly notify the Borrower upon becoming aware of that event;

(b) upon the Lender notifying the Borrower, the Available Facility will be immediatety
cancelled ; and

{c) the Borrower shall repay the Loans made to the Borrower on the last day of the
Interest Period for each Loan occurring after the Lender has notified the Borrower
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or, if earlier, the date specified by the Lender in the notice defivered to the
Borrower (being no earlier than the last day of any applicable grace period

permitted by law),

7.2 Change of control and Class Action

(a) Notwithstanding the terms of any Finance Document, if the Government ceases to
control the Borrower or any person or group of persons acting in concert gains

control of the Borrower:

(i) the Borrower shall promptly notify the Lender upon becoming aware of
that event;

({i}] the Lender shall not be obtiged to fund a Utilisation; and

(iii) the Lender may, by not iess than thirty (30) days' notice to the Borrower,
cancel the Facility and dedare all outstanding Loans, together with
accrued interest and all other amounts accrued under the Finance
Documents, immediately due and payable, at which time the Facllity will
be cancelled and all such outstanding Loans and amounts will become

immediately due and payabie;
() For the purpose of paragraph (a) above "control" means:

(i) the power (whether by way of ownership of shares, proxy, contract,
agency or otherwise) to:

(A) cast, or control the casting of, more than one-haif of the maximum
number of votes that might be cast at a general meeting of the

Borrower; or

(B) appoint or remove all, or the majority, of the directors or other
equivalent officers of the Borrower; or

{Q) give directions with respect ta the operating and financial policies of
the Borrower which the directors or other equivalent officers of the

Borrower are obliged to comply with; or

(ii) the holding of more than one-half of the issued share capital of the
Borrower (excluding any part of that issued share capital that carries no
right to participate beyond a specified. amount in a distribution of either

profits or capital),

(c) For the purpose of paragraph (a) above "acting in concert® means, a group of
persons who, pursuant to an agreement or understanding {whether formal or
informatl), actively co-operate, through the acquisition by any of them, either
directly or indirectly, of shares in the Borrower, to obtain or consolidate control of

the Borrower.

(d) Notwithstanding the terms of any Finance Document, if the Class Action has been
adversely determined against the Borrower:

{0 the Borrower shall promptly notify the Lender upon becoming aware of
that event;

)] the Lender shall not be obliged to fund a Utilisation; ang
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(lii) the Lender may, by not less than thirty (30) days' notice to the Borrower,
cancel the Facility and declare all outstanding Loans, together with
accrued interest and all other amounts accrued under the Finance
Documents, immediately due and payable, at which time the Facility will
be cancelled and all such cutstanding Loans and amounts will become

immedtately due and payable,

provided that the Lender shall only exercise its rights in paragraphs (ii) and (iii)
abovae if:
(iv) the statutory time-limit for the application for leave to appeal has expired
without the Borrower making the application to appeal such adverse
determination;

{v) the Borrower has applied for leave to appeal such adverse determination
but such application has been declined by the court; or

(Vi) the adverse determination has been made by the Constitutionat Court of
the Republic of South Africa,

and the Lender determines that such adverse determination of the Ciass Action has
a Material Adverse Effect.

7.3 Change in Rating

(a) If the rating of the long-term unsecured and non-credit enhanced debt obligations
of the Borrower falis below:

{i} BBB- as per the ratings provided by Standard & Poor's Rating Services:
(ii) Baal as per the ratings provided by Moody's Investor Services Limited; or

(lii) BBB- as per the ratings provided by Fitch Ratings Inc.,

(each a "Downgrade Event”), the Lender shall have the right to require the
Borrower to, within 30 days of a Downgrade Event (or such other Jonger period as
may be agreed to In writing by the Lender), agree a remedial plan (the "Remediai
Plan®) to the satisfaction of the Lender. Such Remedial Plan may specify, amongst
other terms and conditlons, the additional credit support which the tender may
require (including without {imitation the procurement of a Qualifying Guarantee),

{b) If

(i) no Remedial Plan has been agreed in accordance with paragraph (a)
above; or

(i) a Remedial Plan has been agreed in accordance with paragraph (a) above
but the Borrower fails to implement the Remedial Pian in accordance with

Its terms,

the Lender may require that the Facllity shall be immediately cancelled and ail
Loans, together with accrued Interest and all other amounts accrued under the
Finance Documents, shall become immediately due and payable.
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Voluntary cancellation

The Borrower may, if it gives the Lender not less than 30 days' (or such shorter period as
the Lender may agree) prior written notice, cancel the whole or any part (being a minimum

amount of US$5,000,000) of the Available Facility.

Voluntary prepayment of Loans

(a)

{b)

(c)

Provided that ali other amounts due and payable by the Borrower under this
Agreement shall have been pald in full, the Borrower may, if it gives the Lender not
less than 30 days' (or such shorter period as the Lender may agree) prior written
nofice, prepay the whole or any part of any Loan (but, if in part, belng an amount
that reduces the amount of the Loan by a minimum amount of US$5,000,000).

A Loan may only be prepaid after the last day of the Avallability Period (or, If
earlier, the day an which the Available Facility is zera).

Any prepayment under this Clause 7.5 (Voluntary prepayment of Loans) shall
satisfy the obligations under Clause 6.1 (Repayment of Loans) In inverse

chronclogical arder,

Restrictions .

(=)

(b)

(<)
(d)

{e}

("

Any notice of cancellation or prepayment given by any Party under this Clause 7

(Prepayment and Cancellation) shall be irrevocable and, unless a contrary
indication appears in this Agreement, shali specify the date or dates upon which the
relevant cancelfation or prepayment is to be made and the amount of that

cancellation or prepayment.

Any prepayment under this Agreement shall be made together with accrued
interest on the amount prepald and, subject to any Break Costs, without premium

or penalty.

The Borrower may not re-borrow any part of the Facility which is prepaid.

The Borrower shall not repay or prepay all or any part of the Loans or cancel all or
any part of the Available Facliity except at the times and in the manner expressly

provided for in this Agreement.

No amount of the Facility cancelled under this Agreement may be subsequently
relnstated.

If all or part of a Loan is repaid or prepaid, an amount of the Facllity (equal to the
amount of the Loan which is repald or prepaid) will be deemed to be cancelied on

the date of repayment or prepayment.
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SECTION 5

COSTS OF UTILISATION

INTEREST

Calculation of interest

The rate of interest on each Loan for each Interest Perlod is the percentage rate per annum
which is the aggregate of the applicable:

(a) Margin; and
(b)  LIBOR.

Payment of interest

On the last day of each Interest Period the Borrower shall pay accrued interest on the Loan -
to which that Interest Period relates.

Default interest

(a) If the Borrower fails o pay any amount payable by it under a Finance Document on
its due date, interest shall accrue on the overdue amount from the due date up to
the date of actual payment (both before and after judgment) at a rate which,
subject to paragraph {b) below, is two per cent. per annum higher than the rate
which would have been payable If the overdue amount had, during the period of
non-payment, constituted a Loan In the currency of the oaverdue amount for
successive Interest Periods, each of a duration selected by the Lender (acting
reasonably}. Any interest accruing under this Clause 8.3 (Defauit interest) shall be
immediately payable by the Borrower on demand by the Lender.

(b) If any overdue amount consists of all or part of a Loan which became due on a day
which was not the last day of an Interast Period refating to that Loan:

()] the first Interest Period for that overdue amount shail have a duration
equal to the unexpired portion of the current Interest Period relating to

that Loan; and

(in the rate of interest applying to the overdue amount during that first
Interest Period shall be two per cent. per annum higher than the rate
which woutd have applied if the overdue amount had not become due.

{c) Default interest (if unpaid) arising on an overdue amount wilt be compounded with
the overdue amount at the end of each Interest Period applicable to that overdue

amount but wifl remain immediately due and payable.

Notification of rates of interest

The Lender shall promptly notify the Borrower of the determination of a rate of interest
under this Agreemant. '
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INTEREST PERIODS
Duration of Interest Perfods

(a) Subject to this Clause 9, the duration of each Interest Period shall be three (3)
Months,

(b) Each Interest Period for a Loan shall start on the Utilisation Date or (if already
made) on the last day of the preceding Interest Period for such Loan.

{c) If any Loan or Loans are outstanding, the first Interest Period in respect of each
subsequent Loan shall end on the same day as the then current Interest Perlod for

such Loan or Loans.

(d) The Interest Period for a Loan that would otherwise extend beyond an Interest
Payment Date, a Repayment Date {other than the First Repayment Date) or the
Termination Date shall end on such Interest Payment Date, Repayment Date {other
than the First Repayment Date) or (as the case may be) the Termination Date,

whichever is the earlier.

Non-Business Days

If an Interest Period would otherwise end on a day which is not 3 Business Day, that
Interest Period will instead end on the next Business Day in that calendar month (if there is

ane) or the preceding Business Day (if there is not).

Consolidation and division of Loans

If two or more Interest Perlods end on the same date, those Loans wiil be consolidated Into,
and treated as, a single Loan on the last day of the Interest Period.

CHANGES TO THE CALCULATION OF INTEREST

Market disruption

(a) If a Market Disruption Event occurs in relation to a Loan for any Interest Period,
then the rate of interest on that Loan for the Interest Period shall be the

percentage rate per annum which is the sum of:

(i) the Margin; and

(i1 the rate notified to the Borrower by the Lender as soon as practicable and
in any event by close of business on the date falling 5 Business Days after
the Quotation Day (or, In any event no later than the date failing 2
Business Days prior to the date on which interest is due to be paid in
respect of that Interest Period), to be that which expresses as a
percentage rate per annum the cost to the Lender of funding that Loan
from whatever source it may reasonably select.

() In this Agreement:

“Market Disruption Event" means at 5 p.m. on the Business Day immediately
following the Quotation Day for the relevant Interest Period, the Borrower receives
notifications from the Lender that the cost to the Lender of obtaining rmatching
deposits in the Relevant Interbank Market would be in excess of LIBOR,
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Alternative basis of interest or funding

(a) If a Market Disruption Event occurs and the Borrower so requires, the Lender and
the Borrower shall enter into negotiations (for a2 period of not more than thirty
days) with a view to agreeing a substitute basis for determining the rate of

interest.

(b) Any alternative basls agreed pursuant to paragraph (a) above shall, be binding on
all Parties.

(c) For the avoldance of doubt, in the event that no substitute basls is agreed at the
end of the thirty day period, the rate of interest shall continue to be determined in

accordance with the terms of this Agreement,

Break Costs

The Borrower shall, within five (5) Business Days of demand by the Lender, pay to
the Lender its Break Costs attributable to all or any part of a Loan or Unpald Sum
being paid by the Borrower on a day other than the last day of an Interest Perlod

far that Loan or Unpaid Sum.
FEES

Commitment fee

{a) The Borrower shall pay to the Lender a fee in Dollars computed at the rate of 0.8
per cent. per annum on the Avallable Facility for the Availability Perlod,

{b) The accrued commitment fee Is payable on each Interest Payment Date during the
Availabliity Period, on the last day of the Avaitability Period and, if cancelled in fuil,
on the cancelled amount of the Avallable Facility at the time the canceilation is

effective,

Up-front fee

The Borrower shall pay to the Lender an up-front fee in the amount of US$17,700,000
(being 1.18% (one polnt one eight per cent) of the amount of the Facility as at the date of
this Agreement) on the earlier of (1} 30 (thirty) Business Days following the date of this

Agreement or (il) the Financial Closing Date,
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SECTION 6

ADDITIONAL PAYMENT OBLIGATIONS

12. TAX GROSS UP AND INDEMNITIES
12,1  Definitions

(a) In this Agreement:

"Income Tax Act" means the South African Income Tax Act, 1962.

"Tax Credit" means a credit against, relief or remission for, or repayment of any
Tax.

"Tax Deduction" means a deduction or withhalding for or on account of Tax from
a payment under a Finance Document.

"Tax Payment" means either the increase in a payment made by the Borrower to
the Lender under Clause 12.2 (Tax gross-up) or a payment under Clause 12.3 (Tax

indemnity).

(b) Unless a contrary indication appears, in this Clause 12 a reference to "determines”
or "determined" means a determination made in the absolute discretion of the

person making the determination.

12.2 Tax gross-up

(a) The Borrower shall make all payments to be made by It without any Tax Deductlon,
unless a Tax Deduction is required by law.

(b) The Borrower shall promptly upon becoming aware that it must make a Tax
Deduction (or that there is any change In the rate or the basis of a Tax Deduction)
notify the Lender accordingly. Similarly, the Lender shall notify the Borrower on
becoming so aware in respect of a payment payable to the Lender.

(c) If a Tax Deduction is required by [aw to be made by the Borrower, the amount of
the payment due from the Borrower shall be increased to an amount which (after
making any Tax Deduction) leaves an amount equal to the payment which would
have been due if no Tax Deduction had been reguired.

{d) If the Borrower is required to make a Tax Deduction, it shall make that Tax
Deduction and any payment required in connection with that Tax Deduction within

the time allowed and in the minimum amount required by law.

{e) Within thirty days of making either a Tax Deduction or any payment required in
connection with that Tax Deduction, the Borrower shall dellver to the Lender
evidence reasonably satisfactory to the Lender that the Tax Peduction has been
made or (as applicable) any appropriate payment paid to the relevant taxing

authority.

12,3 Tax indemnity

(a) The Borrower shall (within five (5) Business Days of demand by the Lender) pay to
the tender an amount equal to the loss, liability or cost which the Lender
determines will be or has been (directly or indirectly) suffered for or on account of
Tax by the Lender In respect of a Ftnance Document.
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()] Paragraph (a) above shall not apply:
() with respect to any Tax assessed on the Lender:

{A) under the |law of the jurisdiction In which the Lender is incorporated
or, if different, the jurisdiction (or jurisdictions) in which the Lender

is treated as restdent for tax purposes; or

(B) under the law of the jurisdiction in which the Lender's Facllity Office
is located In respect of amounts received or recelvable in that

jurisdiction,

If that Tax Is imposed on or calculated by reference to the net income
received or receivabie (but not any sum deemed to be received or

receivable) by the Lender; or

{ii) to the extent a lass, liability or cost Is compensated for by an increased
payment under Clause 12,2 (Tax gross-up).

(<) If the Lender Is making, or intending to make a claim under paragraph (a) above, it
shall promptly notify the Borrower of the event which will give, or has given, rise to

the claim.

12.4 Tax Credit
If the Borrower makes a Tax Payment and the Lender determines that:

(a) a Tax Credit is attributable to an increased payment of which that Tax Paymeant
farms part, to that Tax Payment or to a Tax Deduction in consequence of which

that Tax Payment was required; and
(b) the Lender has obtained and utilised that Tax Credit,

the Lender shall pay an amount to the Borrower which the Lender determines will leave it
(after that payment) in the same after-Tax position as it would have been in had the Tax
Payment not been reguired to be made by the Borrower.

12.5 Stamp taxes

The Borrower shall pay and, within three Business Days of demand, indemnify the Lender
against any cost, less or llability that the Lender incurs in relation to all stamp duty,
registration and other similar Taxes payable in respect of any Finance Document.,

12.6 Indirect tax

(a) All amounts set out or expressed In a Finance Document to be payabie by the
Borrower to the Lender shail be deemed to be exclusive of any Indirect Tax. If any
Indirect Tax is chargeable on any supply made by the Lender to the Borrower In
conncction with 2 Finance Document, the Borrower shall pay to the Lender (in
addition to and at the same time as paying the consideration) an amount equal to

the amount of the Indirect Tax.

(b} Where a Finance Document requires the Borrower to reimburse the Lender for any
costs or expenses, the Borrower shall also at the same time pay and indemnify the
Lender against all Indirect Tax incurred by the Lender in respect of the costs or
expenses Lo the extent the Lender reasonably determines that it is not entitled to

credit or repayment in respect of the Indirect Tax.
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12,7 FATCA Information

(a) Subject to paragraph (c) below, each Party shall, within ten Business Days of a
reasonable request by another Party:

{i} confirm to that other Party whether it is:
{A) a FATCA Exempt Party; or

(B) not a FATCA Exempt Party;

(i) supply to that other Party such forms, documentation and other
information relating to its status under FATCA as that other Party
reasonably requests for the purposes of that other Party's compllance with

FATCA;

(lii) supply to that other Party such forms, documentation and other
information relating to its status as that other Party reasonably requests
for the purposes of that other Party's compliance with any other law,
regulation, or exchange of information regime.

(b) If a Party confirms to another Party pursuant to paragraph (a)(i) above that it is a
FATCA Exempt Party and it subsequently becomes aware that it Is not or has
ceased to be a FATCA Exempt Party, that Party shall notify that other Party

reasonably promptiy.

(c) Paragraph (a) above shall not oblige the Lender to do anything, and paragraph
(a)(iii} above shail not oblige any other Party to do anything, which would or might
in its reasonable opinion constitute a breach of:

{i) any law or regulation;
(i) any fiduciary duty; or

{i1)] any duty of confidentiality.

(d) If @ Party fails to confirm whether or not it is a FATCA Exempt Party or to supply
forms, documentation or other information requested in accordance with paragraph
(a)(t) or (ii) above (including, for the avoidance of doubt, where paragraph (c)
above applies), then such Party shall be treated for the purposes of the Finance
Documents (and payments under them) as if it Is not @ FATCA Exempt Party until
such time as the Party in question provides the requested confirmation, forms,

documentation or other information.
13, INCREASED COSTS

13.1 Increased costs

(a) Subject to Clause 13.3 (Exceptions) the Borrower shall, within five (5) Busincss
Days of a demand by the Lender, pay the Lender the amount of any Increased
Costs incurred by the Lender or any of its Affiliates as a result of:

(i) the introduction of or any change in (or in the interpretation,
administration or application of) any law or regulation after the date of

this Agreement;

(ii) compliance with any law or regulation made after the date of this
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Agreament; or

(iil) the implementation or application of, or compliance with, Basel III or any
law or regulation that implements or applies Basel 1II,

(b) In this Agreement:
(n "Increased Costs" means:

{A) a reduction in the rate of return from the Facility or on the Lender's
{or Its Affillate's) overall capitai;

(B)  an additional or increased cost; or

(<) a reduction of any amount due and payable under any Finance
Docurnent,

which is incurred or suffered by the Lender or any of its Affiliates to the
extent that It Is attributable to the Lender having entered into a
commitment in respect of the Facility or funding or performing its
obligations under any Finance Document; and

{il) "Basel III" means:

(A} - the agreements on capital requirements, a leverage ratio and
fiquidity standards contained in "Basel III: A global regulatory
framework for more resilient banks and banking systems", "Base!
III: International framework for ilquidity risk measurement,
standards and monitoring” and "Guidance for national authorities
operating the countercyclical capital buffer" published by the Basel
Committee on Banking Supervision in December 2010, each as
amended, supplemented or restated; !

(B) the rules for global systemically important banks contained in
"Global systemically important banks: assessment methodology
and the additonal loss absorbency requirement - Rules text"
published by the Basef Committee on Banking Supervision In
November 2011, as amended, supplemented or restated; and

(%] any further guidance or standards published by the Base!
Committee on Banking Supervision relating to "Basel 111",

13,2 Increased cost claims

If the Lender intends to make a claim pursuant to Clause 13.1 (Increased costs), it shall
promptly notify the Borrower.

13.3 Exceptions
(a) Clause 13.1 (Increased costs) does not apply to the extent any Increased Cost is:

) attributable to a Tax Deduction required by law to be made by the
Borrower;

(it} compensated for by Clause 12.3 (Tax indemnity) (or would have been
compensated for under Clause 12.3 {(Tax /ndemnity) but was not so
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compensated solely because any of the exclusions In paragraph (b) of
Clause 12.3 (Tax indemnnity) applied); or

(i) attributable to the wilful breach by the Lender or its Affiliates of any law
or regulation.

(b} In this Clause 13.3, a reference to a "Tax Deduction” has the same meaning
given to that term in Clause 12.1 (Definitions).

i4, OTHER INDEMNITIES

14.1 Currency indemnity

(a) If any sum due from the Borrower under the Finance Documents (a "Sum"), or any
order, judgment ar award given or made fn relation to a Sum, has to be converted
from the currency (the "First Currency”) In which that Sum is payable into
another currency (the "Second Curvency) for the purpose of;

{i) making or filing a claim or proof against the Borrower;

(i) obtaining or enforcing an order, judgment or award in relation to any
litigation or arbitration proceedings,

the Borrower shall as an Independent obligation, within five (5) Business Days of
demand, indemnify the Lender against any cost, loss or liability arising out of or as
a result of the conversion including any discrepancy between (A) the rate of
exchange used to convert that Sum from the First Currency into the Second
Currency and (B) the rate or rates of exchange available to that persan at the time

of its recelpt of that Sum.

(b) The Borrower walves any right it may have in any jurisdiction to pay any amount
under the Finance Documents in a currency or currency unit other than that in

which it is expressed to be payable.

14.2 Other Indemnities

The Borrower shall, within five (5) Business Days of demand, indemnify the Lender against
any cost, loss or Hability incurred by the Lender as a result of:

{a) the occurrence of any Event of Default;

(b} a failure by the Borrower to pay any amount due under a Finance Document on Its
due date;

(c) funding, or making arrangements to fund, a Loan requested by the Borrower in a
Utilisation Request but not made by reason of the operation of any one or more of
the provisions of this Agreement (other than by reason of default or negligence by

the Lender alone); or

(d) a toan (or part of a Loan) not being prepaid in accordance with a notice of
prepayment given by the Borrower.

14.3 Indemnity to the Lender
The Borrower shall promptly indemnify the Lender against:
{a) any cost, loss or Hability incurred by the Lender (acting reasonabiy) as a result of:
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() Investigating any event which it reasonably believes is a Default;

(if) acting or relying on any notice, request or instruction which it reasonably
believes to be genuine, correct and appropriately authorised; and

(i) instructing lawyers, accountants, tax advisers, surveyors or other
professional advisers or experts as permitted under this Agreement.

14.4 Indemnity to the Lender, Receiver and Delegate

(a) The Borrower shall promptly indemnify the Lender and every Receiver and Delegate
against any cost, loss or liability incurred by any of them as a result of:

{i any faitlure by the Borrower to comply with its obligations under Clause 1§
{Casts and Expenses);

(ii) acting or relying on any notice, request or instruction which it reasonably
believes to be genuine, correct and appropriately authorised;

(i} the taking, hoiding, protection or enforcement of the Transaction Security;

(iv) the exercise of any of the rights, powers, discretions and remedles vested
in the Lender and each Receiver and Delegate by the Finance Documents

or by law; and

(v) any default by the Borrower in the performance of any of the obligations
expressed to be assumed by it In the Finance Documents.

(b) The Lender and every Receiver and Delegate may Indemnify itself out of the
Charged Property in respect of, and pay and retain, all sums necessary to glve
effect to the indemnity in this Clause 14.4 (Indemnity to the Lender, Receiver and
Delegate) and shall have a lien on the Transaction Security and the proceeds of the
enforcement of the Transaction Security for all moneys payable ta it.

15. MITIGATION BY THE LENDER

15.1 Mitigation

(a) The Lender shall, in consultation with the Borrower, take all reasonable steps to
mitigate any clrcumstances which arise and which would resuft in the Facility
ceasing to be available or any amount becoming payable under or pursuant to, or
cancelled pursuant to, any of Clause 7.1 (Iflegality} , Clause 12 (Tax gross-up and
Indemnities), or Clause 13 (Increased costs} including (but not limited to}
transferring its rights and obligations under the Finance Documents to another

Affillate or Facility Office.

{b) Paragraph (a) above does not in any way limit the obligations of the Borrower
under the Finance Documents,

15.2 Limitation of liability

-

(a) The Borrower shall promptly Indemnify the Lender for all costs and expenses
reasonably incurred by the Lender as a resuit of steps taken by it under Clause

15.1 (Mitigation),

{(b) The Lender is not obilged to take any steps under Clause 15,1 (Mitigation) if, in the
opinion of the Lender (acting reasonably), to do so might be prejudicial to it.
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16.  COSTS AND EXPENSES

16.1 Transaction expenses

The Borrower shall pay the Lender the amount of all costs and expenses {inciuding legal
fees and registration charges) reasonably incurred by it or any Recelver or Delegate in
connection with the negotiation, preparation, printing and execution and registration of:

{a) this Agreement and any other documents referred to in this Agreement and the
Transaction Security; and

{b) any other Finance Documents executed after the date of this Agreement (including
the Locomotive Mortgages),

In each case within 30 days after the receipt by the Borrower of the relevant documents
evidencing the amount of such costs and expenses, except that (X) the costs and
expenses incurred prior to the Financial Clesing Date shall be paid by the Borrower prior to
the first Utilisation Date pursuant to paragraph (c) of Ciause 3 (Other documents and
evidence) of Schedule 2 (Conditions Precedent) and (Y) the costs and expenses incurred or
to be incurred in connection with the execution and registration of each Locomotive
Mottgage shall be paid by the Borrower promptly on demand by the Lender before the

registration of each Locomotive Mortgage.

16.2 Amendment costs

If (a) the Borrower requests an amendment, waiver or consent; or (b) an amendment Is
required pursuant to Clause 24.7 (Change of currenicy), the Borrower shall, within five
Business Days of demand, reimburse the Lender for the amount of ali costs and expenses
(including legal fees) reasonably incurred by it evaluating, negotiating or complying with

that request or requirement,

16.3 Enforcement and preservation costs

The Borrower shall, within five Business Days of demand, pay to the Lender the amount of
all costs and expenses (including, but not limited to, legal fees) incurred by the Lender in
connection with the enforcement of, or the preservation of any rights under, any Finance
Document and the Transaction Security and any proceedings instituted by or against the
Lender as a consequence of taking or holding the Transaction Security or enforcing these

rights.
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SECTION 7

REPRESENTATIONS, UNDERTAKINGS AND EVENTS OF DEFAULT

17, REPRESENTATIONS

The Borrower makes the representations and warranties set eut in this Clause 17 to the
Lender on the date of this Agreement.

17.1  Status

(a) It is a state owned company duly incorporated and validly existing under the law of
the Republic of South Africa.

(b) It and each of its Subsidiaries has the power to own its assets and carry on its
business as it is being conducted,

(¢ It is not a FATCA FFI or a US Tax Obligor.

17.2 Binding obligations

The obligations expressed to be assumed by it in each Finance Document are, subject to
any general principles of law limiting its obligations which are specifically referred to in any

legal opinlon delivered pursuant to Clause 4 (Conditions of Utilisation), legal, valld, binding
and enforceable obligations. y

17.3  Non-conflict with other obligations

The entry Into and performance by it of, and the transactions contemplated by, the Finance
Documents:

(a} da not and will not conflict with any law, regulation or official order applicable to it;

{h) do not and will not conflict with it or any of its Subsidiaries’ constitutional
documents;

(<} do not and will not conflict with any agreement or instrument binding upon it ar
any of its Subsidiaries or any of Its or any of its Subsidiaries’ assets; or

(d) will not result in it winding-up or the appointment to it of a receiver, administrator,
liquidator, business recue practitioner or simitar person,

17.4 Power and authority

It has the power to enter into, perform and deliver, and has taken: all necessary action to
authorise its entry into, performance and delivery of, the Finance Documents to which it Is
& party and the transactions contempiated by those Finance Documents. No limit on its
powers will be exceeded as a result of the borrowing, grant of Security or giving of any
guarantees or indemnities contempiated by any Finance Docurnent.

17.5 Validity and admissibility in evidence

(a) All Authorisations required or desirable:

()] to enable it lawfully to enter into, exercise its rights and comply with its
obligations In the Finance Documents to which it is a party; and
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(ii) to make the Finance Documents te which it is a party admissible in
evidence in its jurisdiction of incorporation,

have been obtained or effected and are in full force and effect.

(b} Bach Finance Document is in the proper form for its enforcement in the jurisdiction
of its incorporation.

17.6  Goveraing Jaw and enforcement

(a) The choice of the governing law of each of the Finance Documents will be
recognised and enforced in Its jurisdiction of Incorporation.

{b) Any arbitral award made pursuant to the terms of a Finance Document will be
recognised and enforced in its jurisdiction of incorporation.

17.7 Deduction of Tax

It Is not required to make any deduction for ar on account of Tax from any payment it may
make under any Finance Documents other than, without prejudice to Clause 12 (7ax Gross
Up and Indemnities), the interest payable by it under this Agreement which will, from 1
January 2015, be subject to withholding tax under the laws of South Africa at a rate of
fifteen per cent. (15%) unless otherwise reduced or exempted from pursuant to the terms

of any applicable tax treaty.

17.8  No flling or stamp taxes

Other than (1) the filing and registration of and the registration fees payable in respect of
the Locomotive Mortgages and (ii} the approval by the Financial Survelllance Department of
the South African Reserve Bank, under the laws of the Republic of South Africa:

{a) it Is not necessary that the Finance Documents be filed, recorded or enrolled with
any court or other authority in that jurisdiction; or

{b) that any stamp, registration or similar tax be paid on or In relation to the Finance
Documents or the transactions contemplated by the Finance Documents.

17.9 No defaylt

{a) No Event of Default is continuing or might reasonably be expected to result from
the making of any Utilisation.

{b) No other event or circumstance Is outstanding which constitutes a defauit under
any other agreament or instrument which Is binding on It or any of its Subsidiaries
or to which Its (or any of its Subsidiaries) assets are subject which might
reasonably be expected to have a Material Adverse Effect.

17.10 No misleading information

(a) Any factual Informatlon provided by any member of the Group was true and
accurate in all materlal respects as at the date It was provided or as at the date (if

any) at which it is stated.

{b} Nothing has occurred or been omitted and no Information has been given or
withheld that results in the information provided by the Borrower being untrue or

misleading In any material respect.
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{c) All written information supplied by any member of the Group is true, complete and
accurate in all material respects as at the date it was given and is not misleading in

any respect,

17.11 Corrupt Acts

Tao the best of its knowledge and belief {(having made due and proper inquiry), neither the
Borrower nor any of its directors, employees or Affiliates has committed any Corrupt Act.

17.12 Financial statements

(a} Its Original Financial Statements were prepared in accordance with IFRS
consistently applied.

(b) Its COriginal Flnancial Statements fairly represent the consolidated financial
condition as at the end of the relevant financial year and operations of the Group

during the relevant financial year.

{c) There has been no material adverse change in its business or the consolidated
financial condition of the Group since the date on which its Jatest financial

statements are stated to have been prepared.

17.13 Pari passu ranking

Its payment obligations under the Finance Documents rank at least par/ passu with the
claims of all its other unsecured and unsubordinated creditors, except for obligations

mandatorily preferred by law applying to companies generally.

17.14 No proceedings

Save to the extent disclosed to the Lender in writing prior to the date of this Agreement but
subject always to Clause 7.2 (Change of controf and Class Action):

{a) no litigation, arbitration or administrative proceedings of or before any court,
arbitral body or agency which, if adversely determined, might reasonably be
expected to have a Material Adverse Effect has or have (to the best of its
knowledge and belief (having made due and proper inquiry)) been started or
threatened against any member of the Group (or against the directors of any

member of the Group).

(b) no judgment or order of a court, arbitral tribunal or other tribunal or any order or
sanction of any governmental or other regulatory body which is reasonably likely to
have a Material Adverse Effect has {to the best of its knowledge and belief (having
made due and proper inquiry)) been made against any member of the Group or its

assets {or against the directors of any member of the Group).

17.15 Environmental compliance

Each member of the Group has implemented procedures to monitor compliance with and
prevent liability under Environmental Law, and performed and observed in all respects all
Environmental Law, Environmental Permits and all other covenants, conditions, restrictions
or agreements directly or indirectly concerned with any contamination, pollution or waste
or the release or discharge of any toxic or hazardous substance In connection with any real
property which is or was at any time owned, leased or occupled by any member of the
Group or on which any member of the Group has conducted any activity,

35



MEM-355

17.16 Environmenta$ Claims

No Environmental Claim has been commenced or (to the best of its knowledge and belief
(having made due and proper inquiry)) is threatened against any member of the Group or

likely to result In any liability for the Lender.
17.17 Taxation

(a) It has duly and punctually paid and discharged ail Taxes imposed upon it or its
assets within the time period allowed without Incurring penalties (except to the
extent that (i) payment is being contested in good faith, (i) it has maintained
adequate reserves for those Taxes and (lii) payment can be Jawfully withheld).

{b) It has filed its Tax returns and is not materially overdue in the filing of any Tax
returns.

(c) No clatms are being or are reasonably likely to be asserted against it with respect
to Taxes.

17.18 No Immunity

In any proceedings taken in its jurisdiction of incorporation in relation to this Agreement, it
wiil not be entitled to claim for itself or any of its assets immunity from suit, execution,

attachment or other legal process.

17.19 Private and commercial acts

Its execution of the Finance Documents constitutes, and its exercise of its rights and
performance of its obligations under this Agreement will constitute, private and commerciat

acts done and performed for private and cornmercial purposes.

17.20 Security

No Securlty exists over all or any of the present or future assets of any member of the
Group other than any Security permitted under Clause 20.4 (Negative Pledge).

17.21 Ranking

The Transaction Security has or will have first ranking priority and it Is not subject to any
prior ranking or pari passu ranking Security.

17.22 Transaction Security

Each Security Document to which it is a party validly creates the Security which s
expressed to be created by that Security Document and evidences the Security it is

expressed to evidence.

17.23 Good title to assets

It has good, valid and marketable title to, or valid leases or licences of, and all appropriate
Authorisations to use, the assets necessary to carry on its business as presently conducted.

17.24 Legal and beneficial owner

It is the absolute fegal owner and beneficial owner of the assets subject to the Transaction
Security,
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17.25 Insolvency and Financlal Distress
No:

{a) corporate action, legal proceeding or other procedure or step described in
Clause 21.7 (Insolvency proceedings); or

(b) creditors’ process described in Clause 21.8 (Creditors’ process),

or any analogous procedure or step has been taken and none of the circumstances
described in Clause 21.8 (Insolvency) apphies to it.

17.26 No Cross default

(a) No Financial Indebtedness of the Borrower remains unpaid when due (or will
remain unpaid upon expiry of the originally applicable grace period).

(b) No Financial Indebtedness of the Borrower has been declared to be or will
otherwise become due and payable prior to its specified maturity as a result of an

event of default (however described).

(¢} No commitment for any Financial Indebtedness of the Borrower has been cancelied
or suspended by a creditor of the Borrower as a result of an event of default

{however described),

(d) No -creditor of the Borrower has become entitled to declare any Financial
Indebtedness of the Borrower due and payable prior to its specified maturity as a
result of an event of default (however described).

17.27 Sanctions

(a) Save to the extent disclosed to the Lender in the Operations Disclosure Schedule,
to the best of the Borrower's knowledge and bellef (having made due and proper
fnquiry), none of its directors, officers, employees, affiliates, agents or

representatives.
{1} is, or Is owned or controlled by, a Sanctioned Person;
(in Is located, incorporated, organised, or resident in a Sanctioned Country;

(i) has any business affiliation or commercial dealings with, or investments
In, any Sanctioned Country or Sanctioned Person; or

(iv) Is the subject of any action or investigation under any Sanctions Laws or
Anti-Money Laundering Laws.

(b) The Borrower has Instituted and maintains policies and procedures designated to
prevent violation of any Sanctions Laws or Anti-Money Laundering Laws,

(¢} Neither the Borrower nor any of its subsidiaries, directors or officers, or, to the best
knowledge and belief (having made due and proper Inquiry) of the Borrower, any
Affiliate, agent or employee of it, has engaged in any activity or conduct which
would violate any applicable anti-bribery, anti-corruption or Anti-money Laundering
Laws or regulations in any applicable jurisdiction, and the Borrower has instituted
and maintains policles and procedures designated to prevent violation of such laws,

regulations and rules.
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17.28 Repetition

The Repeating Representations are deemed to be made by the Borrower (by reference to
the facts and circumstances then existing) on the date of each Utilisation Request and the

first day of each Interest Period.

18. INFORMATION UNDERTAKINGS

The undertakings in this Clause 18 remaln In force from the date of this Agreement for so
long as any amount is outstanding under the Finance Documents or any commlitment is in

force.
18.1  Financial statements

The Borrower shall supply to the Lender:

{a) as soon as the same become available, but in any event within 180 days after the
end of each of its financial years, Its audited consolldated financial statements for

that financlal year and a brief analysis of the Group's cash flows; and

(b) as soon as the same become available, but in any event within 120 days after the
end of each half of each of its financial years, Its consolidated financial statements

for that financial half year.

18.2 Compliance Certificate

(a) The Borrower shali supply to the Lender, with each set of flnancial statements
delivered pursuant to paragraph (a) or (b) of Clause 18.1 (Financial staterments), a
Compliance Certificate setting out (in reasonable detail) computations as to
compilance with Clause 19 (Financial covenants) as at the date at which those

financial statements were drawn up.

{b) Each Compliance Certificate shall be signed by the chief financial officer of the
Borrower and, if required to be delivered with the financial statements delivered
pursuant to paragraph (a) of Clause 18.1 (Financial statements), shall be reported
on by the Borrower's auditors in the form agreed by the Borrower and the Lender

before the date of this Agreement.

18.3 Requirements as to financial statements

(a) Each set of financial statements delivered by the Barrower pursuant to Clause 18.1
(Financial statements) shall be certified by a director of the relevant company as
fairly representing its financial condition as at the date at which those financial

statements were drawn up.

(b)
{H The Borrower shall procure that each set of financial statements deflivered

pursuant to Clause 18,1 (Financlal statements) is prepared using IFRS and
accounting practices and financial reference periods consistent with those
applied in the preparation of the Original Financial Staternents unless, in
relation to any set of financial statements, it notifles the Lender that there
has been a change in IFRS, the accounting practices or reference periods,
and its auditors deliver to the Lender:

(A) a description of any change necessary for those financial
statements to reflect the IFRS, accounting practices and reference
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perlods upon which the Original Financial Statements wera
prepared; and

(B) sufficlent information, in form and substance as may be reasonably
required by the Lender, to enable the Lender to determine whether
Clause 19 (Financial covenants) has been camplied with and make
an accurate comparison between the financial position indicated in
those financial statements and the Original Financial Statements.

{n If the Botrower notifles the Lender of a change in accordance with
paragraph (i) above then the Borrower and Lender shail enter into

negotiations in good faith with a view to agreeing:

(A) whether or not the change might result in any material alteration in
the commercial effect of any of the terms of this Agreement; and

(B) if so, any amendments to this Agreement which may be necessary
to ensure that the change does not result In any material alteration
in the commercial effect of those terms,

and if any amendmerts are agreed they shall take effect and be binding on
each of the Parties in accordance with their terms.

Any reference in this Agreement to "those financial statements” shall be censtrued
as a reference to those financial statements as adjusted to reflect the basis upon

which the Origlnal Financial Statements were prepared.

18.4 Information: miscellaneous

a

The Borrower shall supply to the Lender:

(a) as soon as reasonably practicable but in any event within five (5} Business Days of
acknowledgement of receipt of the Corporate Plan from the Minister of Finance of
the Republic of South Africa, a copy of such acknowledgement of receipt and the

Corporate Plan;

(b) all documents dispatched by the Borrower to Its creditors generally at the same
time as they are dispatched;

(©) promptly upon becoming aware of them, the details of any litigation, arbitration or
administrative proceedings which are current, threatened or pending against any
member of the Group (or against the directors of any member of the Group), and
which might, If adversely determined, have a Material Adverse Effect;

(d) promptly upon becoming aware of them, the detalls of any judgment or order of a
court, arbitral tribunal or other tribunal or any order or sanction of any
governmental or other regulatory body which is made against any member of the
Group or its assets (or against the directors of any member of the Group), and
which is reagonabily likely {o have a Malerial Adverse Effect; and

(e) promptly, such further Information regarding the financial condition, business and
operations of any member of the Group as the Lender may reasonably request.

18.5 Notification of default

(a) The Borrower shall notify the Lender of any Default (and the steps, if any, being
taken to remedy it) promptly upon becoming aware of its occurrence.
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(b} Prnmptly‘ upon a request by the Lender, the Borrower shall supply to the Lender a
certificate signed by two of its directors or senior officers on its behalf certifying
that no Default Is continuing (or if a Default is continuing, specifying the Default

and the steps, if any, being taken to remedy It).
18.6 "Know your customer” checks

(a) Ifs

{i) the introduction of or any change in (or in the interpretation,
adminlstration or application of} any law or regulation made after the date

of this Agreement;

(i) ° any change in the status of the Borrower or the composition of the
shareholders of the Borrower after the date of this Agreement; or

(iii) a proposed assignment by the Lender of any of its rights and obligations
under this Agreement to a party that is not the Lender prior to such

assignment;

obliges the Lender (or, in the case of paragraph (iil) ‘above, any prospective new
lender) to comply with "know your customer” or similar identification procedures in
clircumstances where the necessary information is not already available to it, the
Borrower shall promptly upon the request of the Lender supply, or procure the
supply of, such documentation and other evidence as is reasonably requested by
the Lender (for itself or, In the case of the event described in paragraph (1) above,
on behalf of any prospective new lender) in order for the Lender or, In the case of
the event described in paragraph (iii) above, any prospective new lender to carry
out and be satisfied it has complied with all necessary "know your customer” or
other similar checks under ali applicable laws and regulations pursuant to the

transactions cantemplated in the Finance Documents.
19, FINANCIAL COVENANTS
19.1 Financial definitions

In this Clause 19:.

"Borrowings" means, at any time, the outstanding principal, capital or nominal amount

and any. fixed or minimum premium payable on prepayment or redemption of any

indebtedness for or in respect of Financlal Indebtedness (other than in respect of

paragraphs (g) and (h) of that definition) and any amount ralsed by the Issue of
- redeemable shares which are redeemable before the Termination Date;

"Consolidated EBIT" means, for any Relevant Perlod, the consolidated operating profits of
the Group for that Relevant Period before taxation:

(a) before deducting any Consolldated Net Finance Charges;

(b) before taking into account any items treated as exceptional or extraordinary
items; and

(<) after deducting the amount of any profit of any member of the Group which is
attributable to minarity interests,
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in each case, to the extent added, deducted or taken into account, as the case may be, for
the purposes of determining the profits of the Group fram ordinary activities before

taxation.

"Consolidated EBITPA" means, for any Relevant Period, Consolidated EBIT for that
Relevant Perlod before deducting any amount attributable to amortisation of goodwill or

depreciation of tangible assets.

"Consolidated Net Finance Charges’ means, for any Relevant Period, the aggregate
amount of interest, commission, fees, discounts, prepayment penalties or premiums and
other finance payments in respect of Borrowings whether accrued, paid or payable and
whether or not capitalised by any member of the Group in respect of that Relevant Period:

(a) excluding any such obligations owed to any other member of the Group;
(b) including the Interest element of leasing and hire purchase payments;

(c) including any amounts pald, payable or accrued by any member of the Group to
counterparties under any interest rate hedging Instrument;

(d) deducting any amounts paid, payable or accrued by counterparties to any
member of the Group under any Interest rate hedging instrument; and

(e) deducting any Interest pald, payable to or accrued to the benefit of any member
of the Group on any deposit or bank account.

"Consolidated Total Net Debt" means at any time the agdregate amount of long-term
borrowings, short-term borrowings, employee benefits, dertvative financlal iiabilities and
overdraft less other short-term Investments, derivative financlal assets and cash and cash
equivalents of the Group, each as stated in the relevant financial statements of the

Borrower, and so that no amount shall be included or excluded more than once.

“Relevant Period" means each period of twelve months ending on the Jast day of the
Borrower's financial year and each period of twelve months ending on the last day of the

first haif of the Borrower's financlal year.
19.2° Financial condition

The Borrower shall ensure that:

{a) Gearing
Consolidated Total Net Debt shall not at any time exceed 60% of aggregate of the
Consolidated Tangibie Net Worth and the Consolidated Total Net Debt.
{b) Interest Cover
Consolidated EBITDA in respect of any Relevant Period shall be or shall exceed 2.5 times
Consolidated Net Finance Charges for that Relevant Period,
19.3 Financial testing

The financial covenants set out in Clause 19.2 (Financial condition} shall be tested by
reference to each of the financial statements and/or each Compliance Certificate delivered

pursuant to Clause 18.2 {Compliance Certificate).
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20, GENERAL UNDERTAKINGS

The undertakings In this Clause 20 remain in force from the date of this Agreement for so
fong as any amount is outstanding under the Finance Documents or any commitment is in

farce.

20.1  Authorisations

The Borrower shall (and shall ensure that each member of the Group will) promptly:

(a) obtain, comply with and do all that Is necessary to maintain in full force and effect;
and

(b) supply certified copies to the Lender of,

any Authorisation required under any law or reguiatloh of Its jurisdiction of incorporation to
enable It to. perform its obligations under the Finance Documents and to ensure the legality,
validity, enforceability or admissibility in evidence in Its jurisdiction of incorporation of any

Finance Document,

20.2 Compliance with laws

The Borrower shall (and shall ensure that each member of the Group will) comply in all
respects with all laws to which it may be subject, if fallure so to comply would materially
Impair its ability to perform its obligations under the Finance Documents.

20.3 Corrupt Acts and anti-money laundering

(a) The Borrower shall not engage in (and shall not authorise or permit any of Its
directors, employees or Affillates or any of thelr directors or employees to engage

in) any-Corrupt Act.

{b) The Borrower must comply with, and must ensure its directors, employees or
Affitiates comply with all requirements not to engage in Corrupt Acts.

{c) The Borrower must promptly submit to the Lender on demand such information and
documents as the Lender may reasonably request in order to comply with their
obligations to prevent any Corrupt Acts and to conduct on-going monltoring of the

business relationship.with the Borrower,

20.4 Negative pledge

In this Clause 20.4, "Quasi-Security* means an arrangement or transaction described in
paragraph (b) below,

(a) The Borrower shall not (and shall ensure that no other member of the Group wiil}
create o permit to subsist any Security over any of its assets.

(b) The Borrower shall not (and shall ensure that no other member of the Group will):

3] sell, transfer or otherwise dispose of any of its assets on terms whereby
they are or may be leased to or re-acquired by the Borrower or any other

member of the Group;

(it} sell, transfer or otherwise dispose of any of its receivables on recourse
terms;
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{iii) enter into any arrangement under which money or the benefit of a bank
or other account may be applied, set-off or made subject to a combination

of accounts; or

{iv) enter into any other preferential arrangement having a similar effect,

in circumstances where the arrangement or transaction is entered into primarily as
a method of raising Financial Indebtedness or of financing the acquisition of an

asset.

Paragraphs (a) and (b) above do not apply to any Security or (as the case may be)
Quasi-Security listed below:

i) any Security or Quasi-Security listed in Schedule 5 (Existing Security)
except to the extent the principal amount secured by that Security or
Quasi-Security exceeds the amount stated In that Schedule;

(i) any netting or set-off arrangement entered into by any member of the
Group in the ordinary course of its banking arrangements for the purpose

of netting debit and credit balances ;

(Hii) any payment or close out netting or set-off arrangement pursuant to any
hedging transaction entered into by a member of the Group for the

purpose of;

(A) hedging any risk to which any member of the Group is exposed in
its ordinary course of trading; or

(B) its interest rate or cwrrency management operations which are
carried out In the ordinary course of business and for non-

speculative purposes only,

excluding, in each case, any Security or Quasi-Security under a credit
support arrangement in relation to 2 Hedging Transaction or a Standby

Fadlity Hedging Transaction;
(iv) any lien arising by operation of law and in the ordinary course of trading;

{v) any Security or Quasi-Security securing indebtedness arising under any
short-term funding raised by the Borrower In the ordinary course of
business pursuant to the sale or discounting of receivables on recourse
terms provided that the indebtedness being secured does not exceed, in
the aggregate, 5% of the Consolidated Tangible Net Worth (or its
equivalent in any other currency or currencies) at any time during the

term of this Agreement;

(vi) any Security or Quasi-Security over or affecting any asset acquired by a
member of the Group after the date of this Agreement if:

{A) the Security or Quasi-Security was created in connection with the
financing of the acquisition of that asset by a2 member of the

Group; and

{B) the principal amount secured does not exceed the acquisition price
of that asset;
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(vii}  any Security or Quasi-Security over or affecting any asset of any company
which becomes a member of the Group after the date of this Agreement,
where the Securlty or Quasi-Security is created prior to the date on which
that company becomes a member of the Group, If:

(A) the Security or Quasi-Security was not created in contemplation of
the acquisition of that company;

(B} the principal amount secured has not increased in contempiation of
ar since the acquisition of that company; and

(C) the Security or Quasi-Security is removed or discharged within
three months of that company becoming a member of the Group;

(viil) any Security or Quasi-Security entered into pursuant to any Transaction
Finance Document;

(ix) any Securlty or Quasi-Security aristng under any retention of title, hire
purchase or conditional sale arrangement or arrangements having similar
effect in respect of goods supplied to a member of the Group in the
ordinary course of trading and on the supplier's standard or usual terms
and not arising as a result of any default or omiission by any member of

the Group; or

(%) any Security or Quasi-Security securing indebtedness the principal
amount of which (when aggregated with the principal amount of any other
indebtedness which has the benefit of Security or Quasi-Security given by
any member of the Group other than any permitted under paragraphs (i)
to (ix) above) does not exceed 0.5% of the Consolidated Total Assets of

the Berrower; and

(xi) any Security or Quasi-Security created with the prior written approval of
the Lender.

(a)  The Borrower shall not (and shall ensure that no other member of the Group wili),
enter into a single transaction or a serles of transactions (whether related or not)
and whether voluntary or involuntary to sell, lease, transfer or otherwise dispose of

any asset.

(b) Paragraph (a) above does not apply to any sale, lease, transfer or other disposal,
which is:

(i) a Permitted Dispasai; or
{if) a Permitted Transaction.

Merger

The Borrower shall not (and shall ensure that no other member of the Group will) enter
into any amalgamation, demerger, merger or corporate reconstruction other than a

Permitted Transaction.
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Change of business

The Borrower shail procure that no substantial change is made to the general nature of its
business or the business of the Group from that carried on at the date of this Agreement.

Insurance

The Borrower shall (and shall ensure that each member of the Group will) maintain
insurances on and in relation to its business and assets with reputable underwriters or
insurance companies against those risks and to the extent as is usual for companies

carrying on the same or substantially similar business.

Environmental Compliance

The Borrower shall {and shall ensure that each member of the Group will) comply in all
respects with all Environmental Law and obtain and maintain any Environmental Permits,
Implement procedures to monltor compllance with and prevent lability under any
Environmental Law and take all reasonable steps in anticipation of known or expected

future changes to or obligations under the same.

Environmental Claims

The Borrower shall inform the Lender in writing as soon as reasonably practicable upon
becoming aware of, but by no later than 5 Business Days upon becoming aware of:

(a) any Environmental Clalim that has been commenced or (to the best of its
knowledge and belief (having made due and proper inquiry)) is threatened against

any member of the Group; or

(b} any facts or circumstances which wil or are reasonably likely to result in any
Environmental Claim being commenced or threatened against any member of the

Group,

where the claim would be reasonably likely, If determined against that member of the
Group, to have a Material Adverse Effect or Is likely to result in any llability for the Lender,

Taxation

The Borrower shall (and shall ensure that each member of the Group will) duly and
punctually pay and discharge all Taxes imposed upon it or Its assets within the time period
allowed without incurring penalties (except to the extent that {a) such payment is being
contested In good faith, (b) adequate reserves are being maintained for those Taxes and (c)

such payment can be lawfully withheld).

Acquisitions

The Borrower shall not (and shall ensure that no other member of the Group will) acquire
any company, business, assets or undertaking outside the ordinary course of business of
the Borrower if the amount of the acquisition cost, when aggregated with the aggregate
acquisition cost of any other companies, business, assets or undertaking acquired by
members of the Group outside the ordinary course of business of the Borrower during that
financial year exceeds 10% of the Consolidated Tangible Net Worth,

Loans and Guarantees

(a) The Borrower shall not (and shall ensure no member of the Group will) make any
loans, grant any credit or give any guarantee or indemnity to or for the benefit of
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any person or otherwise voluntarily assume any liability, whether actual or
contingent, in respect of any obligation of any person.

(b) Paragraph (a) abave does not apply to any loans, grant of any credit or any
guarantee or indemnity:

{i) made in the ordinary course of trading of the member of the Group;

(i) to be granted by a member of the Group in relation to the obligations of
another member of the Group in favour of a judicial or governmental

authority if required pursuant to any applicable taw; and

(iii} where the amount of loans, credit, guarantees or indemnities made or
granted (when aggregated with the aggregate loans, credit, guarantees or
Indemnities made or granted by any member of the Group, other than any
permitted under the paragraphs above) does not exceed 1% of the
Consolidated Tangible Net Worth in any financial year,

20.14 Pari Passu Ranking

The Borrower shall ensure that at all times any unsecured and unsubordinated claims of
the Lender agalnst It under the Finance Documents rank at least pari passu with the claims
of all its other unsecured and unsubordinated creditors except those creditors whose claims

are mandatorlly preferred by laws of general application to companies.

20.15 Preservation of Assets

The Borrower shall, and the Borrower shall ensure that each member of the Group will,
maintain and preserve all of its assets that are necessary or desirable, in the opinion-of the
Lender, for the conduct of its business, as conducted at the date of this Agreement, In good

working order and condition, ordinary wear and tear excepted.

20.16 Access

The Borrower shail:

(a) on request of the Lender, provide the Lender with any information the Lender may
reasonably require about Its business and affairs, the Charged Property and its

compliance with the terms of the Security Documents;

(b) permit the Lender, its representatives, Delegates, professional advisers and
contractors, access at ali reasonable times and on reasonable notice at'the cost of
the Borrower, (i} to inspect and (to the extent not prohiblted by applicable laws or
the policies of the Group provided that such policies have not been defiberately
instituted to frustrate the Lender's request} take coples and extracts from the
books, accounts and records of the Group and (li) to view the Charged Property
{without becoming liable as maortgagee in possession); and

{c) furnish the Lender with such information as the Lender may reasonably require
about the Charged Property.

20.17 Further assurance

(;‘:l) The Borrower shall promptly do all such acts or execute all such docurments
(Including assignments, transfers, mortgages, charges, notices, instructions and
any Locomotive Mortgage Power of Attorney) as the Lender may reasonably specify
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(and in such form as the Lender may reasonably require in favour of the Lender or

its nominee(s)):

(i) to perfect the Security created or Intended to be created under or
evidenced by the Securlty Documents {which may include the execution of
a mortgage, charge, assignment or other Security over all or any of the
assets which are, or are intended to be, the subject of the Transaction

Security) or for the exerclse of any rights, powers and remedies of the
Lender provided by or pursuant to the Finance Documents or by law;

(i) to confer on the Lender Security over any property and assets of the
Borrower located in any jurisdiction equivalent or similar to the Security
Intended to be conferred by or pursuant to the Security Documents; and/or

(liF) to facilitate the realisation of the assets which are, or are intended to be,
the subject of the Transaction Security.

(b) -The Borrower shall take ail such action as is avatlable to it (including making ait
filings and registrations) as may be necessary for the purpose of the creation,
perfection, protection or maintenance of any Security conferred or intended to be
cenferred on the Lender by or pursuant to the Finance Documents.

Application of proceeds

The proceeds of the facility shall not be applied In contravention of Clause 3 (Purpose) of
this Agreement.

Application of FATCA

The Borrower shall procure that the Borrower shall not become a FATCA FFI or a US Tax
Obligor.

Sanctions

(a) Save as disclosed in the Operations Disclosure Schedule, the Borrower and its
Affiliates have taken, and during the term of this Agreement shali take, reasonable
measures to ensure compliance with Sanctions Laws and Antl-Money Laundering

Laws,

) During the term of this Agreement, neither Borrower nor its Affillates shall bacome
a Sanctioned Person,

(c) No proceeds from the Facllity have been or will be used, directly or indirectly, to
lend, contribute, provide, or have otherwise been or will be made avallable to fund,
any activity or business with or related to any Sanctioned Persoen or Sanctioned
Country, or in any other manner that will result in any violation or breach by any

person of Sanctions Laws.

(d) The Borrower and its Affiliates will ensure that no funds used to pay the Facility:

(i) constitute the property of, or are beneficially owned, directly or indirectly,
by any Sanctioned Person;

(i) are deriyed from any transactions or business with any Sanctioned Person
or Sanctioned Country.
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Tra -net SOC Lid Carlton Centre P.0. Box 72501
kegistration 130 Commissioner Parkview
Number Str. Johannesburg  South Africa, 2122 Ty
1990/000900/30 2001 T +27 11 308 2622 ay
F 427 11 308 2699
WWW.transnet.net
TO: Brian Molefe, Group Chief Executive

FROM:  Anoj Singh, Group Chief Financial Officer
SUBJECT: CHINA DEVELOPMENT BANK LOCOMOTIVE FUNDING RESPONSE

PURPOSE:

1 The purpose of the this submission is to request the Group Chief Executive to
approve the response to the Group Treasurer for issues raised on the USD 2,5 billion

loan facility from China Development Bank (CDB).

BACKGROUND:

2 On 21 August the Group Treasurer raised issues on the USD 2,5 billion loan facility
from CDB in the following categories. Refer to annexure A:
a. Overall Governance
b. Interest expense
C. Once off arrangement fee
d. Conclusion and value leakage

DISCUSSION:

3 The detailed responses are covered in the attached presentation. Refer to annexure
B. Summarised responses are as follows:

a. Regiments appointment and management
i. Regiments Capital were appointed as Transaction advisors on the 1064

Locomotive Transaction.

fi. In terms of the aforementioned mandate, Regiments Capital was required to
advise on deal structuring, financing and funding options to minimise risk for
Transnet.

iit. Accordingly, the negotiation with CDB to successfully conclude a ZAR funding
facility at a ZAR cost not exceeding 9,3% (depending on Jibar) for a tenor not
less than 15 years at ne additional fee is part of their mandate.

iv. In terms of the Delegation of Authority, the appointment of Regiments Capitai
as Transaction advisors is within the ambit of the GCFO,

b. Interest expense
v. The margin on the deal is Jibar plus 337 bps which is 9,45% a

the cross currency swap being a maximum of 80bps, whi
Term sheet resulting in the cost being controlled.

CDB LOCOMOTIVE FUNDING RESPONSE
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vi, If the cross currency swap is too expensive, Transnet is not obliged to execute

the loan with CDB,
vii. HSBC indicative pricing for a 10 year USD1 billion issuance under Regs 144A
(GMTN} is Libor + 270 bps.
viii. Market analysis and peer comparison indicates a spread of upto 340 over UST -
Refer to attached presentation for further detail.
ix. The rate of 9.45% compares favourably to current WACD of 9.35%,
X. The loan will have a Fioating rate which currently supports the fragile cash

interest cover ratfo,
xi, Transnet will consider fixing the interest rate exposure in 12-18 months from

now, realising potential savings.
xii. If the rate be fixed now, the pricing proposal translates to a fixed rate of

12.09%.
Xiii. As a resuit of all the funding initiatives of the locomotives, an amendment to the

current fixed vs floating ratio approved split by the Board is required to 45%
from the current 30% (floating).

c. Once off arrangement fee
Xiv. The 118bps is high, however on balance taking into account CDB's concessions

on the grace period, reduction of the credit margin and the repayment profile ,
is reasonable,

xv. In comparison to arrangement fees of US Exim and ICBC of 100bps each for
facilities of USD 500 million and ZAR 6 billion respectively, the 118 bps is
reasonable given the quantum.

xvi. The arrangement fee of 118bps is equivalent to 21.1 bps over the yield to
maturity of the proposed loan (based on the ZAR amount of the loan).

d. Conclusion and value leakage
xvii, The loan is fairly priced in comparison to foreign issuance of a US$ denominated

loan under the GMTN, which is expected to have a pricing point of about 307
above US Treasuries (bearing in mind the mark-to-market rate of 285 bps above
US Treasuries on Transnet existing US$ bond that will mature in 7.9 years);

xvill. There is a longer capital grace period of 54 months.

xix. The starting date of the capitat grace period will be the first drawdown date as
opposed to the date of signing of the loan agreement as originally suggested,

xX. An Improved capitai repayment profile with increasing capital repayments
towards the end of the loan tenure, which has the impact of extending the
duration of the loan as opposed to the duration associated with the original
equal capital repayment schedule,

xxi. The volume of US$2.5 billion for which there needs to be pricing consideration
given that the maximum expected volume for a single issue under the GMTN is
USD 1 billion.

xdi. CDB agreed to transact cross currency swaps such that Transnet wilhave a ZAR
denominated loan in its books.

CDB LOCOMOTIVE FUNDING RESPONSE
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FINANCIAL IMPLICATIONS:
| Quantum | Security Profile and Financial Arrangement | Commitment | Margin and
= —— E—— M;mrimﬁ._&”;. .. Fee ZAR

US$2.5 billion ~ | Yes - Amortising over | Gearing ratio not | 118 bps 0,80 bps
R26,75 billion Locomotives wil | 15years {o exceed 80% -

{translation of | be provided as ' Cash interest {3m Jibar
R10,70) ’ security cover not below +337bps) =
L2 s BNy | 1 35 mes & =] WEE T T R  loaswm

BUDGET IM PLICATIONS:

MEM-370

4 The proposed external funding required to be raised has been budgeted for in the
2014/15 Finance Cost Budget and will be further budgeted for in the 2015/16-
2018/19 Finance Cost Budgets respectively.

RECOMMENDATION:

5 It is recommended that the Group Chief Executive approve the response to the
Group Treasurer for issues raised on the USD 2,5 billion loan facility from China

Development Bank (CDB).

Compiled by:

cwd

Mr. Anoj Singh\
Group Chief Financial Officer
Date: 2Alowliy

e

Mr. Brian Molefe ¢
Group Chief Executive Mo

Date: R R R SV

CD8 LOCOMOTIVE FUNDING RESPONSE

Sausal e .



Banher Page

MEM-371

P 1

07/05/2019 13:17

Serial No. #A79J021002850
TC: 57035t

Job
Sender
Title
Interface
Language
Date

3463
Pierre

CDB Term Facility Agreement pg46-96. pdf
Paralle}

PDF

13:17:05 7 MAY 2019



MEM-372

{e} The Borrower has instituted and maintains policles and procedures designated to
prevent violation of any Sanctions Laws or Anti-Money Laundering Laws,
20.21 Name-Plate

The Borrower shall procure that a nameplate setting out the below-mentioned be afftxed to
each locomotive subject to Transaction Security:

"This [locomotive no.] is owned by [Transnet SOC LTD], and is subject to a first priority
mortgage in favour of [ the Lender] as tender”,
20.22 Commercial Contract

{a) The Borrower shall notify the Lender of ({) any amendments to any Commercial
Centract (Including any amendment to the contract price or any variation to the
payment schedule); (it} disputes related to any Commercial Contract; (iii) any
breach of an obligatior under any Commerdiat Contract, including any breach which
might reasonably be expected to lead $0 a suspension or terminatlon of the
Commercial Contract (and the steps, if any, being taken to remedy it) promptly

upon becoming aware of its occurrence.

(b) Subject to the terms of this Agreement, if the Cantract Price required to be paid
under atl of the Commerclal Contracts exceeds the Aggregate Contract Price, the
Borrower shall procure such additionai funds to pay for the excess amount,

20.23 Conditions Subsequent

The Borrower shall ensure that all locomotives delivered pursuant to any Commercial
Contract shall be subject to the Transaction Security and shall prior to the payment of the
Acceptance Instalment of each locomotive delivered under any Commercial Contract (or, If
earlier, the date falling 30 days after the issuance of the Acceptance Certificate for such

locomotive), provide the Lender with:
() a Locomotive Mortgage Power of Attorney;
(b) a description of the locomotive; : ..
{c) the serial number of the locomotive; and
{d) a photograph of the locomotive,
in order for a Locomative Mortgage to be registered over such locomotive.
20.24 Hedging Accounts

The Borrower shall en:sure that:

(@) the Hedgling Accounts have been established with the Account Bank prior to the
Financial Closing Date; and

(b) thereafter, the Hedging Accounts are maintained at ali times with the Account Bank
except as otherwise provided in any of the Finance Documents,
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20.25 Hedging Transaction

21.

21.1

(a) The Borrower shall not enter into any hedging transaction in respect of the Facility
other than a Hedging Transaction entered into in compliance with the terms of this

Agreement.

(b) The Borrower shall provide to the Lender promptly upon its execution a copy of any
agreement ({Including without lmitation an ISDA Master Agreement, any
accompanying schedules and each subsequent canfirmation between the Borrower
and the Hedge Counterparty) entered into between the Borrower and the Hedge
Counterparty in respect of hedging the interest rate and/or foreign exchange rate
risks under the Facility (such hedging transactions being "Hedging Transactions")
and such other document or information related therete as may be requested by
the Lender. The Hedging Transactions shall not be for speculative purpose.

{c) The Borrower shall ensure that (i) all payments in US Dollars payable to the
Borrower under the Hedging Transactions wlll be paid into the Hedging Account
(USD) and (i) all payments in ZAR payable to the Borrower under the Hedging
Transactions will be paid into the Hedging Account (ZAR).

{d) The Barrower shall ensure that:

(i the proceeds of the Hedging Transactions for the purpose of hedging the
foreign currency exposure of the Borrower as a result of utilising the
Facility to pay the contract price of the Commercial Contracts In ZAR are
utilised for payments In relation to the relevant invoices under the
Commercial Contracts as stipulated in each such Utilisation Request

delivered pursuant to Clause 5 (Utilisation - Loans);

(i} the proceeds of the Hedging Transactions for the purpose of hedging the
foreign currency exposure of the Borrower In respect of any amount
payable under this Agreement are utilised to pay the sums payable under

this Agreement; and

(li) the proceeds of the Hedging Transactions for purpose of hedging the
Interest rate exposure of the Borrower under this Agreement are utilised to

pay the interest due under this Agreement.

EVENTS OF DEFAULT

Each of the events or circumstances set out in this Clause 21 Is an Event of Default (save
for Clause 21.13 (Acceleration).

Non-payment

The Borrower does not pay on the due date any amount payable pursuant to a Finance
Document at the place and in the currency in which it is expressed to be payable unless:

(a) its failure to pay is caused by:
(i) administrative or technical error; or
(i) a Disruption Event; and
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(b) payment Is made within 3 Business Days of its due date.

21.2  Financial covenants

Any requirement of Clause 19 (Financial covenants) and Clause 20.23 (Conditions
Subsegquent) is not satisfied.

21.3 Other obligations

{a) The Borrower does not compiy with any provision of the Finance Documents (other
than those referred to in Clause 21.1 (Non-payment), Clause 19 (Financial
covenants) and Clause 20.23 (Conditions Subsequent)).

(b) No Event of Default under paragraph (a) above will occur if the failure to comply is
capable of remedy and is remedied withln ten (10) Business Days of the earlier of
{(A) the Lender giving notice to the Borrower and (B) the Borrower becoming aware

of the failure to comply.

(c) Any “Event of Default” as defined in and used under the Standby Facility
Agreement occurs provided that the Standby Facility Agreement has been executed

by the parties thereto.

2i.4 Misrepresentation

Any representation or statement made or deemed to be made by the Borrower in the
Finance Documents or any other document delivered by or on behalf of the Borrower under
or In connection with any Finance Document is or proves to have been incorrect or
misleading in any material respect when made or deemed to be made unless the
underlying circurnstances (If capable of remedy) are remedied within 10 Business Days of
the eariier of (a) the Lender giving notice to the Borrower and (b) the Borrower becoming

aware of the misrepresentation.

21.5 Cross default

{a) Any Financial Indebtedness of the Borrower or any Matertal Subsidiary is not paid
when due nor within any originally applicable grace pertod.

(b) Any Financial Indebtedness of the Borrower or any Material Subsldiary is declared
to be or otherwise becomes due and payabie prior to its specified maturity as a
result of an event of default (however described).

(c) Any commitment for any Financial Indebtedness of the Borrower or any Material
Subsidiary Is cancelled or suspended by a creditor of the Borrower or that Material
Subsidiary as a resuit of an event of default (however described).

(d) Any creditor of the Borrower or any Material Subsidiary becomes entitled to declare
any Financial Indebtedness of the Borrower or that Material Subsidiary due and
payable prior to Its specified maturlty as a result of an event of default (however

described).
{e) No Event of Default will occur under this Clause 21.5 (Cross default) if the
aggregate amount of Financial Indebtedness or commitment for Financial

Indebtedness falling within paragraphs (a) to (d} above Is less than 0,5 per cent. of
the Consolidated Total Assets of the Borrower (or its equivalent in any other

currency or currencies).
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21.6 Insolvency

{a) The Borrower or a Material Subsidiary is, or Is deemed for the purposes of any
applicable law or is decfared by any competent court or relevant authority to be,
unable or admits inabllity to pay its debts as they fall due, suspends making
payments on any of its debts, repudiates its repayment obligations under the
Finance Documents or, by reason of actual or anticipated financial difficuities,
commmences negotiations with one or more of its creditors with a view to

rescheduling any of its indebtedness.

(b) The value of the assets of the Borrower or a Material Subsidlary is less than its
liabilities (taking into account contingent and prospective liabilities).

(c) The Borrower or a Material Subsidiary is "financially distressed" as contempiated by
Chapter 6 of the Companies Act.

(d} A moratorlum Is declared In respect of any indebtedness of the Borrower or a
Materlal Subsidiary.

21.7 Insolvency proceedings

Any corporate action, legal proceedings or other procedure or step is taken in relation to:

{(a) the suspension of payments, a moratorium of any Indebtedness, winding-up,
dissolution, administration, business rescue or reorganisation (by way of voluntary
arrangement, scheme of arrangement or otherwise) of the Borrower or a Material

Subsidiary;

{b} a composition, compromise, assignment or arrangement with any credltor of the
Borrower or a Material Subsidiary;

() a meeting of the Borrower's or a Material Subsidiary’s shareholders, directors or
other officers is proposed or convened for the purposes of considering any
resolution for, to petition for or to file documents with a court or any registrar for,
its winding-up, administration, dissolution, or commencement of business rescue
proceedings or placement under supervision pursuant to the Companies Act or any
such resolution Is passed or any analogous procedure or step is taken in any

jurisdiction;

(d) any person presents a petition, or files documnents with a court or any registrar for,
the Borrower's or a Material Subsidiary's winding-up, administration, dissolution,
reorganisation (by way of voluntary arrangement, scheme of arrangement or
otherwlse) or commencement of business rescue proceedings or placement under
supervision pursuant to the Companies Act;

(e) an order for the Borrower's or a Material Subsidiary's winding-up, administration,
dissolution, or commencement of business.rescue proceedings or placement under

supervision pursuant to the Companies Act Is made;

() the appointment of a liquidator, a trustee in bankruptcy, custodian, recelver,
administrative receiver, administrator, compulsory manager, business rescue
practitioner or other simitar officer in respect of the Borrower or a Material

Subsidiary or any of their assets;

(g9) its shareholders, diractors or other officers request the appointment of, or give
notice of their intention to appoint, & liquidator, trustee in bankruptcy, custodian,
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receiver, administrative receiver, administrator, compulsory manager, business
rescue practitioner or other similar officer;

(h} enforcement of any Security over any assets of the Borrower or a Material
Subsidiary, and/or

(i) any act of insolvency referred to in the Insolvency Act, 1936 in terms of the laws of
the Republic of South Africa;

or any analogous procedure or step is taken in any jurisdiction.
This Clause 21.7 (Insolvency proceedings) shall not apply to any winding-up petition if

() the Borrower has within 20 Business Days after the petition is lodged demonstrated
in good faith and In a manner to the satisfaction of the Lender (in its sole discretion)
that such petition is frivoious or vexatious and there is no reasonable prospect of

such petltion succeeding; and

(k) the petition is contested in good faith, with due process and diligence, and Is
discharged or dismissed within 30 Business Days after the petition is lodged.

21.8 Creditors' process

Any expropriation, attachment, sequestration, distress or execution affects any asset or
assets of a member of the Group.

21.9 Unlawfulness

It Is or becomes uniawful for the Borrower to perform any of its obligations under the
Finance Documents or any Transaction Security created or expressed to be created or
evidenced by the Security Documents ceases to be effective.

21.10 Repudiation

The Borrower repudiates a Finance Document or any of the Transaction Security or
evidences an intention to repudiate a Finance Document or any of the Transaction Security.

21.11 Material adverse change

Any event or circumstance occurs which the Lender reasonably believes might have a
Material Adverse Effect.

21.12 Transaction Security

(a) The Borrower fails to perform or comply with any of the obligations assumed by it
in the Security Documents,

(b) At any time any of the Transaction Security and/or any Security Document is or
becomes unlawful or [s not, or ceases to be legal, valid, binding or enforceable or

otherwise ceases to be effective.

(c) At any time, any of the Transactlon Security falls to have first ranking priority or Is
subject to any prior ranking or pari passu ranking Security.

{d) Each Locomotlve Mortgage required to be registered is not registered in the
relevant Deeds Registry (established in terms of the Deeds Registries Act 47 of
1937, as amended, under the relevant South African government department
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responsible for the registration, management and maintenance of the property
registry in Republic of South Africa) within 30 (thirty) days after the date of
lodgement with such Deeds Registry.

(e) The Borrower furnishes to the Lender incorrect details of any serial numbers of any
locomotives in respect of which the Locomotive Mortgages are registered with the
result that there is no spectal notarial bond registered over such locomotives.

Acceleration

On and at any time after the occurrence of an Event of Default the Lender may, by notice
to the Borrower:

{a) cancel the Facility, whereupon it shall immediately be cancelled;

(b) declare that ali or part of the Loans, together with accrued interest, and all other
amounts accrued ar outstanding under the Finance Documents be Immediately due
and payable, whereupon they shall become immediately due and payabie;

{c) dedare thet all or part of the Loans be payable on demand, whereupon they shall
immediately become payable on demand by the Lender; and/or

(d} exercise, or direct the Lender to exercise, any or all of its rights, remedies and
powaers under any of the Finance Documents.
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SECTION 8

CHANGES TO PARTIES

22. CHANGES TO THE LENDER
22.1 Assignments and transfers by the Lender
Subject to this Clause 22, the Lender may:
(a) assign any of its rights; or
(b) transfer by novation any of Its rights and obligations,

to another bank or financial institution or to a trust, fund or other entity which is regularly
engaged in or established for the purpose of making, purchasing or investing in loans,
securities or other flnancial assets (each a "New Lender"), provided that @ New Lender
shall not be an entity which Is in direct competition with the Borrower in its core business
of rail transportation In Scuth Africa or affillated to a direct competitor of the Borrower in
such core business and it being agreed that any New Lender estabiished under the laws of
the PRC shall not be construed as an entity in direct competition with the Borrower in its
core business or affiliated to a direct competitor of the Borrower in its core business.

22.2 Conditions of assignment

The consent of the Borrower is not required for an assignment by the Lender.

22.3 Security over the Lender's rights

In addition to the other rights provided to the Lender under this Clause 22 (Changes to the
Lender), the Lender may without consuiting with or ohtaining consent from the Borrower at
any time charge, assign or otherwise create Security in or over (whether by way of
coliaterat or otherwise) ali or any of Its rights under any Finance Document to secure

ohitgations of the Lender inciuding, without ltmitatton:

(a) any charge, assighment or other Security to secure obligations to a federal reserve
or tentral bank; and

(b) If the Lender is a fund, any charge, assignment or other Security granted to any
holders (or trustee or representatives of holders) of obligations owed, or securities
issued, by the Lender as security for those obligations or securities,

except that no such charge, assignment or Security shall:

{c) release the Lender from any of its obligations under the Finance Documents or
.Substitute the beneficlary of the relevant charge, assignment or Securlty for the
Lender as a party to any of the Finance Documents; or

{d) require any payments to be made by the Borrower or grant to any person any
more extensive rights than, those required to be made or granted to the Lender

under the Finance Documents,

23. CHANGES TO THE BORROWER

The Borrower may not assign any of its rights or transfer any of its rights or obligations
under the Finance Documents.
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SECTION 9
ADMINISTRATION

24, PAYMENT MECHANICS

24.1 Payments to the Lender

(a) On each date on which the Borrower is required to make a payment under a
Finance Document, the Borrower shall make the same avallable to the Lender
(uniess a contrary indication appears In a Finance Docurnent) for value on the due
date at the time and in such funds specified by the Lender as being customary at
the time for settlement of transactions in the relevant currency in the place of
payment provided that the Borrower shall provide the Lender with a SWIFT
confirmation (or other equivalent evidence of payment)in respect of such payment
by no later than 1600 hours Beljing time on the due date.

(b) Payment shall be made to such account in the principal financial centre of the
country of that currency and with such bank as the Lender, In each case, specifies.

24.2  Distributions to the Borrower

The Lender may (with the consent of the Borrower or in accordance with Clause 25 (Set-
off)) apply any amount recelved by it for the Borrower in or towards payment (on the date
and in the currency and funds of receipt) of any amount due from the Borrower under the
Finance Documents or in or towards purchase of any amount of any currency to be so

appfiled.
24.3 Partial payments

(a) If the Lender recelves a payment that is insufficient to discharge all the amounts
then due and payable by the Borrower under the Transaction Finance Documents,
the Lender shall (to the extent permitted by applicable law) apply that payment
towards the obligations of the Borrower under the Finance Documents in any order

selected by the Lender.

(b) Paragraph (a) above will override any appropriation made by the SBorrower.

24.4  No set-off by the Borrower
All payments to be made by the Borrower under the Finance Documents shall be calculated
and be made without (and free and clear of any deduction for) set-off or counterciaim.
24.5 Business Days

(a) Any payment under the Finance Documents which is due to be made on a day that
is not a Business Day shall be made on the next Business Day in the same calendar
month (if there is one) or the preceding Business Day {if there is not).

(b} Puring any extension of the due date for payment of any principal or Unpaid Sum
under this Agreement interest is payable on the principal or Unpaid Sum at the rate

payable on the original due date.

24.6 Currency of account

(a) Subject to paragraphs (b) and (c) below, Dollars Is the currency of account and
payment for any sum due from the Borrower under any Finance Document,

535



24,7

24.8

MEM-380

{b) Each payment in respect of costs, expenses or Taxes shall be made in the currency
in which the costs, expenses or Taxes are incurred.

{¢) Any amount expressed to be payable in a currency other than Dollars shall be paid
in that other currency.

Change of currency

(a) Unless otherwise prohibited by law, If more than one currency or currency unlt are
at the same time recognised by the central bank of any country as the lawfu!

currency of that country, then:

(i} any reference in the Finance Documents to, and any obligations arising
under the Finance Documents in, the currency of that country shall be
translated into, or paid in, the currency or currency unit of that country
designated by the Lender (after consultation with the Borrower); and

(in any translation from one currency or currency unit to another shall be at
the officlal rate of exchange recegnised by the central bank for the
conversion of that currency or currency unit into the other, rounded up or

down by the Lender (acting reasonably).

{b) If a change in any currency of a country occurs, this Agreement will, to the extent
the Lender (acting reasonably and after consultation with the Borrower) specifies to
be necessary, be amended to comply with any generally accepted conventions and
market practice In the Relevant Interbank Market and otherwise to reflect the

change in currency.

Disruption to payment systems etc.

If either the Lender determines (in its discretion) that a Disruption Event has occurred or
the Lender is notified by the Borrower that a Disruption Event has accurred:

(a) the Lender may, and shall if requested to do so by the Borrower, consult with the
Borrower with a view o agreeing with the Borrower such changes to the operation
or administration of the Facllity as the lender may deem necessary In the

circumstances;

(b) the Lender shall not be obliged to consult with the Borrawer in relation to any
changes mentioned in paragraph {a) if, In its opinion, it is not practicable to do so
in the circumstances and, in any event, shall have no obiigation to agree to such

changes;

{©) any such changes agreed upon by the Lender and the Borrower shall (whether or
not it is finally determined that a Disruption Event has occurred) be binding upon
the Parties as an amendment to (or, as the case may be, waiver of} the terms of
the Finance Documents notwithstanding the provisions of Clause 31 (Amendments

and Waivers); and

(d) the Lender shall not be llable for any damages, costs or iosses to any person, any
diminution in value or any liability whatsoever (including, without limitation for
negligence, aross negligence or any other category of liability whatsoever but not
Including any claim based on the fraud of the Lender) arising as a result of its
taking, or falling to take, any actions pursuant te or in connection with this Clause

24.8,
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25. SET-OFF

The Lender may set off any matured obligation due from the Borrower under the Finance
Documents (to the extent beneficially owned by the Lender) against any matured obligation
owed by the Lender to the Borrower, regardiess of the place of payment, booking branch or
currency of either obligation. If the obligations are in different currencles, the Lender may

convert elther obligation at a market rate of exchange in its usual course of business for
the purpose of the set-off.

26. APPLICATION OF PROCEEDS

26.1 Order of Application

All amounts from time to time received or recovered by the Lender in connection with the
realisation or enforcement of ali or any part of the Transaction Security shalt be held by the
Lender on trust to apply them at such times as the Lender sees fit, to the extent permitted

by applicable law, In the following order of priority:

(a) in payment to the Lender, for application towards the discharge of all sums due and
payabie by the Borrower under any of the Transaction Finance Documents in

accordance with Clause 24.3 (Partial Payments);

(b) If the Borrower is not under any further actual or contingent liability under any
Transaction Finance Document, in payment to any person to whom the Lender is

obliged to pay in priority to the Borrower; and
{c) the balance, if any, in payment to the Borrower.

26,2 Investment of Proceeds

Prior to the application of the proceeds of the Transaction Security in accordance with
Clause 26.1 (Order of Application) the Lender may, at its discretion, hold all or part of
those proceeds in an interest bearing suspense or impersonal account(s) in the name of the
Lender with any financial institution (including itself) and for so long as the Lender thinks
fit (the interest being credited to the relevant account) pending the appiication from time
to time of those monies at the Lender's discretion in accordance with the provisions of this

Clause 26,

26.3 Currency Conversion

(a) For the purpose of or pending the discharge of any of the Secured Obligations the
Lender may convert any moneys received or recovered by the Lender from one
currency to another, at the spot rate at which the Lender is able to purchase the
currency in which the Secured Obtigations are due with the amount received.

{b) The obligations of the Borrower to pay in the due currency shalt only be satisfled to
the extent of the amount of the due currency purchased after deducting the costs

of conversion.

26.4 Permitted Deductions

The Lender shali be entitled (a) to set aside by way of reserve amounts required to meet
and (b} to make and pay, any deductions and withheldings (on account of Tax or otherwise)
which it is or may be required by any appiicable law to make from any distribution or
payment made by it under this Agreement, and to pay all Tax which may be assessed
against it in respect of any of the Charged Property, or as a consequence of performing its
duties, or by virtue of its capacity as the Lender under any of the Finance Documents or
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otherwise (except in connection with its remuneration for performing its duties under this
Agreement),

26.5 Sums received by the Borrower

If the Borrower receives any sum which, pursuant to any of the Finance Documents, should
have been pald to the Lender, that sum shall promptly be paid to the Lender for application

in accordance with this Clause.
27, NOTICES

27.1  Communications in writing

Any communication to be made under or in connectior with the Finance Documents shall
be made in writing and, unless otherwise stated, may be made by fax or letter.

27.2 Addresses

The address and fax number (and the department or officer, if any, for whose attention the
comrpunication is to be made) of each Party for any communication or document to be
made or delivered under or in connection with the Finance Documents is:

(a) In the case of the Borrower, that identified with its name below in the signature
page;

(b} in the case of the Lender, that identified with its name below in the signature page,

or any substitute address or fax number or department or officer as the Party may notify to
the Lender (or the Lender may notify to the other Parties, if a change is made by the

Lender) by not less than five Business Days' notice.

27.3 Delivery

{a) Any communication or document made or delivered by one person to anather
under or in connection with the Finance Documents will onty be effective:

(i) if by way of fax, when recelved in legible form; or

(iH if by way of letter, when it has been left at the relevant address or fifteen
Business Days after being deposited in the post postage prepald in an
envelope addressed to it at that address,

and, if a particular department or officer is specified as part of Its address details
provided under Clause 27.2 (Addresses), if addressed to that department or officer.

{b} Any communication or document to be made or delivered to the Lender wiil be
effective only when actually received by the Lender and then only If it is expressly
marked for the attention of the department or officer identified with the Lender's
signature below (or any substitute department or officer as the Lender shali specify

for this purpose).

{c) Any communication or document which becomes effective, in accordance with
paragraphs (a) to (b) above, after 5.00 p.m. in the place of receipt shali be
deemed only to become effective on the following day.
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27.4  Notification of address and fax number

Promptly upon changlng its address or fax number, the Lender shall notify the Borrower,

27.5 Electronic communication

(a} Any communication to be made between any two Parties under or in connection
with the Finance Documents may be made by electronic mail or other electronic
means to the extent that those two Parties agree that, unless and until notified to
the contrary, this is to be an accepted form of communication and if those two

Parties:
(i) notify each other in writing of their electronic mail address and/or any

other information required to enable the sending and receipt of
information by that means; and

(ii) notify each other of any change to their address or any other such
information supplled by thern by not fess than five Business Days' notice.

{b) Any electronic communication made between those two Parties will be effective
anty when actually recelved in readable form and in the case of any electronic
cornmunication made by a Party to the Lender only if it is addressed in such a
manner as the Lender shall specify for this purpose.

{c) Any electronic communication which becomes effective, in accordance with
paragraph (b) above, after 5.00 p.m. In the place of receipt shall be deemed only

to become effective on the following day.

27.6  English language

(a} Any notice glven under or in connection with any Finance Document must be in
English,

(b) All other documents provided under or in connection with any Finance Document
must be:

() in English; or

(i) if not in English, and If so required by the Lender, accompanied by a
certified English translation and, in this case, the English translation will
prevail unless the document is a constitutional, statutory or other official

document.
28, CALCULATIONS AND CERTIFICATES

28.31 Accounis

In any litlgation or arbitration proceedings arising out of or in connection with a Finance
Document, the entries made in the accounts maintained by the Lender are prima facle

evidence of the matters to which they relate,

28.2 Certificates and determinations

Any certification or determination by the Lender of a rate or amount under any Finance
Document is, in the absence of manifest error, conclusive evidence of the matters to which

it relates.
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28.3 Day count convention

Any interest, commission ar fee accruing under a Finance Document will accrue from day to
day and Is calculated on the basis of the actual number of days elapsed and a year of 360
days or, in any case where the practice in the Relevant Interbank Market differs, in

accordance with that market practice.

29, PARTIAL INVALIDITY

If, at any time, any provision of a Finance Document is or becomes illegai, invalid or
unenforceable in any respect under any law of any jurisdiction, neither the legality, validity
or enforceability of the remaining provisions nor the [egality, validity or enforceabifity of
such provision under the law of any other jurisdiction will in any way be affected or

Impaired.

30. REMEDIES AND WALVERS

No fallure to exercise, nor any delay in exercising, on the part of the Lender, any right or
remedy under a Finance Document shall operate as a waiver of any such right or remedy or
canstitute an election to affirm any of the Finance Documents. No election to affirm any
Finance Document on the part of the Lender shall be effective unless it Is in writing. No
single or partial exercise of any right or remedy shall prevent any further or other exercise
or the exerclse of any other right or remedy. The rights and remedies provided in each
Finance Document are cumulative and not exclusive of any rights or remedies provided by

law,

31, AMENDMENTS AND WAIVERS

Any term of the Finance Documents may be amended ar waived only with the consent of
the Lender and the Borrower and any such amendment or waiver will be binding on alt

Parties.
32, CONFIDENTIALITY

32.1 Confidential Information

The Lender agrees to keep all Confidential Information confidentlal and not to disclose it to
anyone, save to the extent permitted by Clause 32.2 (Disclosure of Conifidential
Information} and Clause 32.3 (Disclosure to numbering service providers), and to ensure
that all Confidential Information is protected with security measures and a degree of care

that would apply to its own confldential information.
32.2 Disclosure of Confidential Information

The Lender may disclose;

(a) to any of its Affiliates and Related Funds and any of its or their officers, directors,
employees, professional advisers, auditors, partners and Representatives such
Confidential Information as the Lender shall consider appropriate if any person to
whom the Confidential Information is to be given pursuant to this paragraph (a) is
informed in writing of its confidential nature and that some or all of such
Confidential Information may be price-sensitive information except that there shall
be no such requirement to so inform if the recipient is subject to professional
obligations to maintain the confidentiaiity of the information or Is otherwise bound
by requirements of confidentiality in relation to the Confidential Information;
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{b) to any person:

(i) to {or through) whom it assigns {or may potentially assign} ail or any of
its rights and/or obligations under ene or more Finance Documents and, in
each case to any of that person's Affiliates, Related Funds,

Representatives and professional advisers;

{if) with (or through} whom it enters into (or may potentially enter into),
whether directly or indirectly, any sub-participation in relation to, or any
other transaction under which payments are to be made or may be made
by reference to, one or more Finance Documents and/or the Borrower and
to any of that person's Affiliates, Related Funds, Representatives and

professional advisers;

(lii) appointed by the Lender or by a person to whom sub paragraph (b){i) or
(i) above applies to receive communicatlons, notices, information or
documents delivered pursuant to the Finance Documents on Its behalf;

(iv) who Invests in or otherwise finances (or may potentially invest In or
otherwise finance), directly or indirectly, any transaction referred to in

paragraph (h)(1} or (il) above;

(v) te whom information is required or requested to be disclosed by any court
of competent jurisdiction or any governmental, banking, taxation or other
regulatory authority or similar body, the rules of any relevant stock
exchange or pursuant to any applicable [aw or regulation;

{vi) te whom Information ts required to be disclosed in connection with, and
for the purposes of, any litigation, arbitration, administrative or other

investigations, proceedings or disputes;

(vil)  to whom or for whose benefit the Lender charges, assigns or otherwise
creates Security (or may do so0) pursuant to Clause 22.3 (Security over

Lender's rights);
{viil} whois a Party; or
(ix) with the consent of the Borrower;
In each case, such Confidentlal Information as the Lender shall consider appropriate if:

(A) in relation to paragraphs (b)(i), (b)ii} and (b){lii) above, the
gerson to whom the Confidential Informatfon is to be given has
entered into a Confidentiality Undertaking except that there shall be
no requirement for a Confidentiality Undertaking if the recipient is a
professlonal adviser and is subject to professional obligations to
maintain the confidentiality of the Confidential Information;

(B} in relation to paragraph (b)(iv) above, the person to whom the
Confidential Information is to be given has entered into a
Confidentiality Undertaking or Is otherwise bound by requirements
of confidentiality in relation to the Confidential Information they
receive and is informed that some or alf of such Confidentia
Information may be price-sensitive information; and

() In relation to paragraphs (b)(v), (b}(vi) and (b)(vii) above, the
person to whom the Confidentiai Information is to be given is
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informed of its confidential nature and that some or all of such
Confidential Information may be price-sensitive information except
that there shall be no requirement to so inform if, in the opinion of
the Lender, it is not practicable so to do in the circumstances;

(c) to any person appointed by the Lender or by a person to whom paragraph (b)(i) or
(b)(il) above applies to provide administration or settlement services in respect of
one or more of the Finance Documents including without limitation, in relation to
the trading of participations in respect of the Finance Documents, such Confidential
Information as may be required to be disclosed to enable such service provider to
provide any of the services referred to in this paragraph (c) If the service provider
to whom the Confidential Information is fo be given has entered into a
confidentiality agreement substantially in the form of the LMA Master
Confidentiality Undertaking for Use With Administration/Settlement Service
Providers or such other form of confidentiality undertaking agreed between the

Borrower and the Lender;

(d) to insurers, insurance brokers or direct or indirect providers of credit protection;

(e) to the Account Bank to the extent contemplated under the Account Agreement; and

() to any rating agency (including its professional advisers) such Confidential
Information as may be required to be distlosed to enable such rating agency to
carry out its normal rating activities In relation to the Finance Documents and/or

the Borrower if the rating agency to whom the Confidential Infarmation is to be
given is informed of its confidential nature and that some or all of such Confidentiat

Information may be price-sensitive information,

32.3 Disclosure to numbering service providers

(a) The Lender may disclose to any national or international numbering service
provider appointed by the Lender to provide Identification numbering services in
respect of this Agreement, the Facllity and/or the Borrower the following

information:
(i) name of Borrower;
{})] country of domicile of the Borrower;
(i) place of incorporation of the Borrower;
{iv) date of this Agreement;
(v) Clause 34 (Governing law);
(vi) date of each amendment and restatement of this Agreement;
{vi()  amounts of, and names of, the Facility (and any tranches);
(viii)  currency of the Facility;
(ix) type of the Facllity;
(x) ranking of the Facliity;

(xi) Termination Date for the Facility;
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(xii) changes ko any of the information previously supplied pursuant to
paragraphs (i) to {xi) above; and

(xiii)  such other Information agreed between the Lender and the Borrower,

to enable such numbering service provider to provide its usual syndicated loan
numbering identification services.

(b} The Parties acknowledge and agree that each identification number assligned to this
Agreement, the Facility and/or the Borrower by a numbering service provider and
the information associated with each such number may be disclosed to users of its
services in accordance with the standard terms and conditions of that numbering

service provider.

{c) The Borrower represents that none of the information set out in paragraphs (i) to
(xdii) of paragraph (a) above is, nor will at any time be, unpublished price-sensitive
information.

(d) The Lender shall notify the Borrower of:

(i) the name of any numbering service provider appointed by the Lender in
respect of this Agreement, the Facility and/or the Borrower; and

(i) the number or, as the case may be, numbers assigned to this Agreement,
the Facllity and/or the Borrower by such numbering service provider,

32,4 Entire agreement

This Clause 32 (Confidentiality) constitutes the entire agreement between the Parties in
refation to the obligations of the Lender under the Finance Documents regarding
Confidential Information and supersedes any previous agreement, whether express or

implied, regarding Confidential Information.

32.5 Inside Information

The Lender acknowledges that some or all of the Confidential Information is or may be
price-sensitive Information and that the use of such information may be requlated or
prohiblted by applicable legistation including securltles law relating to insider dealing and
market abuse and the Lender undertakes not to use any Confidential Information for any

uniawful purpose.
32,6 Notlification of discliosure
The Lender agrees (to the extent permitted by law and regulation) to inform the Sorrower:

(a) of the circumstances of any disclosure of Confidential Information made pursuant
to paragraph (b)(v) of Clause 32.2 (Disclosure of Confidential Information) except
where such disclosure is made to any of the persons referred to in that paragraph
during the ordinary course of Its supervisory or regulatory function; and

(b) upon becoming aware that Confidential Information has been disclosed in breach of
this Clause 32.
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32.7 Continuing obligations

The obligations in this Clause 32 are contfnuing and, In particular, shall survive and remain
binding on the Lender for a period of twelve months from the earlier of:

(a) the date on which all amounts payable by the Borrower under or in connection with
this Agreement have been paid in full and the Facility have been cancelled or

otherwise cease to be avallable; and
[¢:)] the date on which the Lender otherwise ceases to be a [ender,

33. COUNTERPARTS

Each Finance Document may be executed In any number of counterparts, and this has the
same effect as If the signatures on the counterparts were on a single copy of the Finance

Pocument.
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SECTION 10

GOVERNING LAW AND ENFORCEMENT

34, GOVERNING LAW

This Agreement (including Clause 35 (Arbitration}) and any non-contractual obligations
arising out of or in connection with It are governed by English law.

35, ARBITRATION

351  Any dispute, controversy or tlaim arising in any way out of or in connection with this
Agreement (including, without limitation: (a) any contractual, pre-contractual or
non~-contractual rights, obligations or fiabllities; and (b) any issue as to the existence,
validity or termination of this Agreement), shall be finally settied by binding arbitration
administered by the London Court of International Arbltration ("LCIA"} under the
arbitration rules of the LCIA In force as at the date of this Agreement (the "Rules"}, which
Rufes are deemed to be incorporated by reference into this clause and as may be amended

by the rest of this clause.

35.2 The arbitration tribunal (“Tribunal”) shall consist of three arbitrators. The claimant(s)
shall jointly nominate one arbitrator. The respondent(s) shall jointly nominate one
arbitrator. The two arbitrators thus appointed shall nominate the third arbitrator who shal!
be the chairman of the Tribunal. If within fourteen days of a request from the other party
to do so a party fails to nominate an arbitrator, or if the two arbitrators fail to nominate the
third arbitrator within fourteen days after the appointment of the second arbitrator, the
appointment shall be made, upon request of a party, by the LCIA Court of Arbitration in

accordance with the Rules.

35.3  The seat of the arbitration shall be London. This arbitration agreement shall be governed
by English law.

35.4 Theianguage of the arbitration proceedings shall be English..

35.5 Any award of the Tribunal shall be made in writing and shall be final and binding on the
Parties from the day it Is made. The Parties undertake to carry out the award without

delay.

35.6 The Parties waive any right to apply to any court of law andfor other judiclal authority to
determine any preliminary point of law and/or review any question of law andfor the
merits, insofar as such waiver may validly be made. The Partles shall not be deemed,
however, to have waived any right to challenge any award on the ground that the tribunal
lacked substantive jurisdiction and/or on the ground of serious irregularity affecting the
Tribunal, the proceedings or the award to the extent allowed by the law of the seat of
arbitration. Nothing in this clause 35 shall be construed as preventing any Party from
seeking conservatory or interim relief from any court of competent jurisdiction.

36. WAIVER OF IMMUNITY

The Borrower waives generally all immunity it or its assets br revenues may otherwise
have in any jurisdiction, Including immunity In respect of:

(a) the giving of any relief by way of injunction or order for specific performance or for
the recovery of assets or revenues; and
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(b) the issue of any process against its assets or revenues for the enforcement of a
judgment or, tn an action /n rem, far the arrest, detention or sale of any of its
assets and revenues.

This Agreement has been entered into on the date stated at the beginning of this
Agreement.
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Name of Borrower

Transnet SOC LTD

MEM-391

SCHEDULE 1
THE ORIGINAL PARTIES

PART I
THE BORROWER

Registration number (or equivaient,
if any)

1990/000800/30
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SCHEDULE 2
CONDITIONS PRECEDENT

1. The Borrower

(a) A copy of each of the constitutional documents of the Borrower.
{b) A copy of a resolution of the board of directors of the Borrower approving:

{) the transactions contemplated by the Finance Documents to which the
Borrower is a party;

(I a delegation framework of the Borrower delegating the authorlty of the
board of directors of the Borrower with respect to borrowing by the
Borrower to certain directors of the Borrower and authorizing any such

director or officer (as the case may be):

(A) to approve the transactions contemplated by the Finance
Documents to which the Borrower is a party;

{B) to execute the Finance Dacuments on its behalf; and

(C) on its behalf, to authorise a specified person or persons, to sign
and/for despatch all documents and notices (including, if refevant,
any Utilisation Request) to be signed and/or despatched by it under
or in connection with the Finance Documents to which it is a party.

{c) A copy of a resolution of the board of directors of the Borrower approving the terms
of, and the transactions contempiated by, the Commercia! Contracts and resoiving

that it execute the Commercial Contracts.

{d} A copy of the Carporate Plan for the 2015/2016 financial year together with a copy
of the letter from the National Treasury dated 30 March 2015 in terms of which the
National Treasury acknowledged the receipt of the Borrower's budget and corporate
plan for the firancial year ended 31 March 2015 In terms of section 52 of the PFMA.

(e) A copy of the certified extract from the Delegation of Authonty Framework
approved with effect from 1 September 2014.

() A copy of the certified extract from the Delegation of Authority Framework
approved with effect from 1 June 2013.

(9) A specimen of the signature of each person authorised to bind the Borrower in
respect of the transactions contemplated by the Finance Documents and the

Commercial Contracts.

(h} A certificate of the Borrower (signed by an authorised signatory of the Borrower)
confirming that borrowing the Facility would not cause any borrowing or similar
limit binding on the Borrower (including but not fimited to the limit on the
Borrower’s indebtedness as set out in the sharehoider's compact between the
shareholder and the board of directors of the Borrower) to be exceeded or
breached and that all the provisions of PFMA applicable to the Borrower in respect
of the Finance Documents and the Commercial Contracts have been complied with.

(i A certificate of an authorised signatory of the Borrower certifying that each copy
document relating to it specified in this Schedule 2 (Conditions Precedent) is
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correct, complete and In full force and effect as at a date no earlier than the date of
this Agreement,

Legal opinions

(a)

(b)

A legal opinion of legal advisers to the Lender in England, in form and substance
satisfactory to the Lender,

A legal opinlon of the legal advisers to the Lender in the Republic of South Africa, in
form and substance satisfactory to the Lender.

Other documents and evidence

(a)

(b)
(c)

(d)

(e)

(f
(@
(h)

A copy of any other Autharisation or other document, opinian or assurance which
the Lender considers to be necessary or desirable (If It has notified the Borrower
accordingly) in connection with the entry into and performance of the transactions
contemplated by any Finance Document or for the validity and enforceability of any
Finance Document , Including but not limited to, in terms of sections 54 (2), 66(3),
66(7) and any other sections of the Public Finance Management Act, 1999 of the

Republic of South Africa.

The Qriginal Financial Statements.

Evidence that the fees, costs and expenses then due from the Borrower pursuant to
Clause 11 (Fees) and Clause 18 (Costs and expenses) have been paid on or prior to

the first Utilisation Date.
A copy of each of the following Finance Documents:
) this Agreement; and

(i} the Account Agreement,

A copy of the approval of the Financlal Surveillance Department of the South
African Reserve Bank in relation to foreign payments and the transactions
contemplated under the Finance Documents {including in respect of the Locomotive
Mortgages) together with the relevant application and all correspondence between
the Borrower and South African Reserve Bank in relation thereto.,

Copies of the Commercial Contracts,
Evidence of the establishment of the Hadging Accounts.

Any other document or evidence required by the Lender.
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SCHEDULE 3
UTILISATION REQUEST

From: Transnet SOC LTD

To: [Lender]
Dated:
Dear Sirs o
Transnet SOC LTD ~ [ ] FacHity Agreement
dated { ] (the "Agreement")
1. We refer tg the Agreement. Thisis a Utilisation Request. Terms defined In the Agreement

have the same meaning in this Utitisation Request unless glven a different meaning in this
Utllisation Request,

2. We wish to borrow a Loan on the following terms:
Proposed Utilisation Date: [ ] (or, if that is not a Business Day, the next
Business Day)
Currency of Loan: Uusp
Amount: [ . Jor, if less, the Available Facility[, of which
USD [»] is to be applied in accordance with
paragraph (b) of clause 3.1 (Purpose)]
Interest Period: 3 Months
USD/ZAR Exchange Rate: { 1 pursuant [spot rate provided by the South
African Reserve Bank/Hedging Transaction
entered inte with []1]
3. We confirm that each condition specified in Clause 4.2 (Further conditions precedent) Is

satlsfied on the date of this Utilisation Request.

The proceeds of this Loan should be credited to [/nsert the account details of the Hedging

Account (USD)].
4, This Utllisatlon Request is irrevocable.
5. We attach to this Utilisation Request certified true copies of the following:

{a) the tax Invoice of the relevant Commercial Vendor;
(b) the accompanying statement to the tax involce of the relevant Commercial Vendar;

(e) (in respect of the invoices refating to the Acceptance Instalment), the Acceptance
Certificates

(d) evidence of the payment of a sum no less than the relevant Equity Contribution
(including coples of the relevant involces and the payment instructions) unless

afready provided by the Borrower to the Lender|; and

(e) in respect of any Utilisation requested to be applied In accordance with paragraph
{(b) of clause 3.1 (Purpose), documents evidencing the payment by the Borrower of
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the corresponding amount to the Commerclal Vendor(s) under the Commercial
Contract(s) (Inciuding, if appilcable, a copy of the wire transfer instruction to the
relevant bank by the Borrower In relation to such payment) and other documents
as may be required by the Lender.]

We confirm that we have not utilised any other loan facility to pay (i) the amount invoiced
under the tax invoice referred in paragraph 5(a) above to the extent such amount is to be
paid from the proceeds of the Utilisation requested pursuant to this Utilisation Request or
(#) the Equity Contribution as evidenced in paragraph 5(d) above,

Youts faithfully

Ve wassha mdian bhda Fuedniedin e nd visR e iR
authorised signatory for and on behalf of
Transnet SOC LTD
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SCHEDULE 4
FORM OF COMPLYANCE CERTIFICATE

To: [ }asLender

From:  Borrower

Dated:
Dear Sirs
Transnet SOCLTD ~ | ] Facillty Agreement
dated [ ] (the " Agreement”)
1, We refer to the Agreement. This Is a Compliance Certificate. Terms defined in the

Agreement have the same meaning when used in this Compliance Certificate unless given a
different meaning in this Compliance Certificate.

2. We conflrm that:

{Insert detaiis of financial covenants and whether the Borrower is in compliance with those

covenants]
3. [We confirm that no Default is continuing.1*
SIGNEA: wayuyiyonn,ny IND,,  CHDSNN

Chief Financial Cfficer
of
Transhet SOC LTD

We certify that the extraction of figures and the calculations performed in
paragraph 2 above are correct and in compliance with the relevant definitions as

used in the Agreement.

Certification as per above, is based on an engagement conducted by the external
auditors of the Borrower in accordance with the International Standard on Related
Services Engagements {4400) applicable to agreed-upon procedure engagements.

The factual findings in respect of applicable agreed-upon procedure engagement
referred to in this certification are In the report of external auditors attached as

Annexure [e].

The procedures performed did not constitute an audit or a review performed in
accordance with International Standards on auditing or International Standards on
Review Engagements and consequently no assurance was expressed.

S‘gned: -n...---.--.---nr'v’nG.,--fn“ilu___'-l.l._g.'ln..'i-n‘,_-.n
For and on behalf of

{name of Borrower's auditors}**
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* If this statement cannot be made, the certificate should identify any Default that
is continuing and the steps, if any, being taken to remedy it.

**applicable in respect of the Compliance Certificate deflvered together with the
annual audited consolidated financial statements
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Name of Borrower and
Security Provider

Transnet SOC LTD

Transnet SOC LTD

MEM-398

SCHEDULE 5
EXISTING SECURITY

Security Total Principal Amount of
Indebtedness Secured (ZAR)

110 Coal Line locomotives ZAR2.504 bitlion

100 GE Class C30-ACi locomotives ZAR1.539 billion
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SCHEDULE 6
LMA FORM OF CONFIDENTIALITY UNDERTAKING

[Letterhead of Seller]

Date: [»]

[insert name of Potential
Purchaser]

Re: The Agreement

Company: {the "Company")

Date:
Amount:

Lender:

Dear Sirs

We understand that you are considering acquiring an interest in the Agreement which, subject to
the Agreement, may be by way of novation, assignment, the entering into, whether directly or
indirectly, of a sub-participation ar any other transaction under which payments are to be made or
may be made by reference to one or more Finance Documents and/or cne or more Obligors or by
way of investing In or otherwise financing, directly or indirectly, any such nevation, assignment,
sub-participation or other transaction (the "Acquisition®). In consideration of us agreeing to
make available to you certain information, by your signature of a copy of this letter you agree as

follows:

1, CONFIDENTIALITY UNDERTAKING

You undertake (a) to keep all Confidential Information confidential and not to disclose it to
anyone, save to the extent permitted by paragraph 2 below and to ensure that all
Confidential Information Is protected with securlty measures and a degree of care that
would apply to your own confidential information, and (b} until the Acquisition Is compieted
to use the Conhfidential Information only for the Permitted Purpose,

2; PERMITTED DISCLOSURE

We agree that you may disclose;

2.1 to any of your Affiliates and any of your or their officers, directors, employees, professional
advisers and auditors such Confidential Information as you shall consider appropriate If any
person to whom the Confidential Information is to be given pursuant to this paragraph 2.1
is informed In writing of its confidential nature and that some or all of such Confidential
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Information may be price-sensitive information, except that there shall be no such
requirement to so Inform if the recipient is subject to professional obligations to maintain
the confidentiality of the Information or Is otherwise bound by requirements of
confidentiality In relation to the Confidential Information;

subject to the requirements of the Agreement, to any person:

(a) to {or through) whom you assign or transfer (or may potentially assign or transfer)
alt or any of your rights and/or obligations which you may acquire under the
‘Agreement such Confidential Information as you shall consider appropriate if the
person to whom the Confidential Information is to be given pursuant to this sub-
paragraph (a) of paragraph 2.2 has delivered a letter to you in equivalent form to

this letter;

(b) with (or through) whom you enter into (or may potentiaily enter into) any sub-
participation in refation to, or any other transaction under which payments are to
be made or may be made by reference to the Agreement or any Obligor such
Confidential Information as you shall consider appropriate if the person to whom
the Confidential Information is to be given pursuant to this sub-paragraph (b} of
paragraph 2.2 has delivered a letter te you in eguivalent form to this letter;

{c} to whom information is required or requested to be disclosed by any governmental,
banking, taxation or other regulatory authority or similar body, the rules of any
relevant stock exchange or pursuant to any appficable law or regulation such
Confidentfal Information as you shall consider appropriate; and

notwithstanding paragraphs 2.1 and 2.2 above, Confidentlal Information to such persons to
whom, and on the same terms as, the Lender is permitted to disclose Canfidential
Information under the Agreement, as if such permissions were set out in full in this letter
and as if references In those permissions to Lender were references to you,

NOTIFICATION OF DISCLOSURE
You agree (to the extent permitted by law and regulation) to inform us:

of the circumstances of any disclosure of Confidential Information made pursuant to sub-
paragraph (c) of paragraph 2.2 above except where such disclosure Is made to any of the
persons referred to in that paragraph during the ordinary course of its supervisory or

regulatory function; and

upon becoming aware that Confidential Information has been disclosed in breach of this
letter.

RETURN OF COPIES

If you do not enter Into the Acquisition and we so request in writing, you shalt return or
destroy all Confidential Information supplied to you by us and destroy or permanently
erase (to the extent technically practicable) all copies of Confidential Information made by
you and use your reasonable endeavours to ensure that anyone to whom you have
supplied any Confidential Information destroys or permariently erases {to the extent
technicaily practicabie) such Confidential Information and any copies made by them, in
each case save to the extent that you or the reciplents are required to retain any such
Confidential Informatlon by any applicable law, rute or regulation or by any competent
judicial, governmental, supervisory or requlatory body or in accordance with internal policy,
or where the Confidential Information has been disclosed under sub-paragraph (c) of

paragraph 2.2 above.
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CONTINUING OBLIGATIONS

The obligations in this letter are continuing and, In particutar, shall survive and remain
binding on you until (2) if you become a party to the Agreement as the Lender of record,
the date on which you become such a party to the Agreement; (b) If you enter into the
Acquisition but it does not result in you becoming a party to the Agreement as the Lender
of record, the date falling 24 months after the date on which all of your rights and
obligations contained in the documentation entered into to implement that Acquisition have
terminated; or (¢} in any other case the date falling 24 months after the date of your final
receipt (in whatever manner) of any Confidential Information.

NO REPRESENTATION; CONSEQUENCES OF BREACH, ETC

You acknowledge and agree that:

neither we, nor any member of the Group nor any of our or their respective officers,
employees or advisers (each a "Relevant Person®) (i) make any representation or
warranty, express or implied, as to, or assume any responsibility for, the accuracy,
rellability or compieteness of any of the Confidentiai Information or any other information
supplied by us or the assurnptions on which it is based or (if) shall be under any obligation
to update or correct any inaccuracy in the Confidential Information or any other
information supplied by us or be. otherwise liable to you or any other person in respect of

the Confidential Information or any such informatioq; and

we or members of the Group may be irreparably harmed by the breach of the terms of this
letter and damages may not be an adequate remedy; each Relevant Person may be
granted an injunction or specific performance for any threatened or actual breach of the

provisions of this letter by you.
ENTIRE AGREEMENT: NO WAIVER; AMENDMENTS, ETC

This letter constitutes the entire agreemerit between us in relation to your obligations
regarding Confidential Information and supersedes any previous agreement, whether
express or implied, regarding Confidential Information.

No failure to exercise, nor any delay in exercising, any right or remedy under this letter will
operate as a waiver of any such right or remedy or constitute an election to affirm this
letter. No election to affirm this letter will be effective unless it is in writing. No single or
partial exercise of any right or remedy will prevent any further or other exercise or the
exercise of any other right or remedy under this letter.

The terms of this letter and your obligations under this letter may only be amended or
modified by written agreement between us.

INSIDE INFORMATION

You acknowledge that some or all of the Confidential Information is or may be price-
sensitive information and that the use of such information may be regulated or prohibited
by applicabte {egisiation Including securities law relating to insider dealing and market
abuse and you undertake not to use any Confidentiai Information for any unlawfui purpose.

NATURE OF UNDERTAKINGS

The undertakings given by you under this letter are given to us and are also given for the
benefit of the Company and each other member of the Group.
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10.  THIRD PARTY RIGHTS

10.1 Subject to this paragraph 10 and to paragraphs 6 and 9, a person who is not a party to this
letter has no right under the Contracts (Rights of Third Parties) Act 1999 (the "Third
Parties Act") to enforce or to enjoy the benefit of any term of this letter.

18.2  The Relevant Persons may enjoy the benefit of the terins of paragraphs 6 and 9 subject to
and in accordance with this paragraph 10 and the provisions of the Third Parties Act.

10.3  Notwithstanding any provisions of this letter, the parties to this letter do not require the
consent of any Relevant Person to rescind or vary this letter at any time.

11, GOVERNING LAW AND JURISDICTION

11.1  This letter {including the agreement constituted by your acknowledgement of its terms)
(the "Letter") and any non-contractual obligations arlsing out of or in connection with It
{Including any non-contractual cbligations arlsing out of the negotiation of the transaction

contemplated by this Letter) are governed by English law,

11.2  The courts of England have non-exclusive jurisdiction to settle any dispute arising out of or
In connection with this Letter (including a dispute relating to any non-contractual obligation
arising out of or In connection with either this Lefter or the negotiation of the transaction

contemplated by this Letter).

12, DEFINITIONS

In this letter (including the acknowledgement set out below) terms defined In the
Agreement shall, unless the context otherwise requires, have the same meaning and:

"Confidential Information” means ail informatien relating to the Company, any Obligor,
the Group, the Finance Documents, [the/a] Faclilty and/or the Acquisition which is provided
to you In relation to the Finance Documents or [the/a] Facility by us or any of our Affiliates
or advisers, in whatever form, and includes information given orally and any document,
electrenic file or any other way of representing or recording information which contains or
is derived or copied from such information but exciudes information that:

(a) is or becomes public information other than as a direct or indirect result of any
breach by you of this letter; or

(b) Is Identified In writing at the time of delivery as non-confidential by us or our
advisers; or

(©) is known by you before the date the information is disclosed to you by us or any of
our Affiliates or advisers or is lawfully obtained by you after that date, from a
source which is, as far as you are aware, unconnected with the Group and which, in
either case, as far as you are aware, has not been obtained in breach of, and Is not

otherwise subject to, any obligation of confidentiality.

"Group" means the Company and its subsidiaries for the time being (as such term is
defined in the Companies Act 2006).

"Permitted Purpose" means considering and evaluating whether to enter into the
Acquisition..

Please acknowledge your agreement to the above by signing and returning the enclosed copy.

78



Yours faithfully

For and on behalf of
[Seller]

To: [Seiler]

The Company and each other member of the Group

We acknowledge and agree to the above:

e LA L LR e AT I T YT Yy

For and on behalf of
[Potential Purchaser]
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SCHEDULE 7
TIMETABLES

Loans in USD

uU-10

Delivery of a duly completed Utilisation Request (Clause 5.1 (Defivery
9:380 a.m.

of a@ Utilisatlon Request))

Quotation Day as of

LIBOR Is fixed
11:00 a.m.

Y date of utilisation or, If applicable, In the case of a Loan that has already been
borrowed, the first day of the relevant Interest Perlod for that Loan

"U-X"= Business Days prior to date of Utllisation
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SCHEDULE 8
LOCOMOTIVE MORTGAGE AGREEMENT

Protocol No:

PECIAL NOTARIAL BOND
BE IT HEREBY MADE KNOWN

THAT on this the __ day of

me .
practising at Sandton in the Province of Gauteng, Republic of South Africa, and in the presence of the

TWO THOUSAND AND FIFTEEN (2015) before
. Notary Public, by lawful authority duly admitted and sworn,

undersigned witnesses, personally came and appeared

in his/her capacity as the agent of :

TRANSNET SOCLTD
(Registration Number 1890/000900/30})
(a limited liability company duly registered and incorporated in accordance with the laws of the
Republic of South Africa)

(hereinafter referred to as the "Mortgagor”)

having its régistered office situated at -

4" Floor, Carlton Centre, 150 Commissioner Street, Johannesburg, 2122, Gauteng

and carrying on business at -
Carlton Centre, 150 Commissioner Street, Johannesburg,

he/she being duly authorised hereto by virtue of a power of attorney granted to him by the Mortgagor
at L on — 2015, (the "Power of Attorney”)

for and on behalf of the Mortgagor,

therein represented by
heishe being duly authorised thereto by virtue of a resoiution of the Board of Directors of the
» which sald Power of Attorney together with a certified

Mortgagor dated .
copy thereof has been exhibited to me, the Notary at the passing of these presents and now remain

filed in my Protocol.

AND the said Appearer acknowledged and declared that:
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A. WHEREAS the Mortgagor has entered into a US$1,500,000,000.00 (One Billion Five Hundred
and

Miltion United States Dollars) Term Facility Agreement dated i
the Mortgagor has the option of entering into a Term Facility Agreement in respect of a term
facility in an arount of up to US$1,000,000,000.00 (One Billion United States Doliars) (together,

the “Facility Agreements") with

CHINA DEVELOPMENT BANK CORPORATION
(Registration Number 100000000016686)

(as the “Mortgagee")
and other ancillary security and finance agreements,

(collectively defined in the Facility Agreements as the “Transaction Finance Documents”);

B. AND WHEREAS in terms of the Transaction Finance Documents the Mortgagee has or will

advance money to the Mortgagor;

C. AND WHEREAS the Mortgagee has requested that the Mortgagor provides certain securities for
its obligations to the Mortgagee under the Transaction Finance Documents and any liability in
respect of any further advance made under the Transaction Finance Documents, whether present
or future, actual or contingent and whether incurred by the Mortgagor alone or jointly, and
whether as principal or surety or in some other capacity (the "Secured Obligations”), to which

the Mortgagor has agreed on certain terms and conditions; and

D. AND WHEREAS it has been agreed that the Mortgagor shall pass this bond in favour of the
Mortgagee as security for the Mortgagor's obligations under the Transaction Finance Documents

and for certain additional obligations set forth in this bond ("Bond").
NOW THEREFORE THE APPEARER acknowledged and declared the Mortgagor to be truly and

lawfully indebted to the Mortgagee and held firmly bound to and in favour of the Mortgagee, in the

amount of —

US$2,500,000,000.00 (Two Billion Five Hundred Million United States Doliars) (the “Capital Amount”)
arising from the considerations set out in the recital, together with a further amount of
US$500,000,000 (Five Hundred Million United States Dollars) (the “Additional Amount") in respect

of:

i. all costs incurred by the Mortgagee of preserving, protecting and realising the undermentioned

Mortgaged Assets hypothecated under this Bond;
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ii. all other costs incurred in connection with this Bond, such as, but not restricted to, insurance
premiums, service fees, licence fees, taxes, interest, costs of legal proceedings in suing for
the recovery of any amount due under this Bond (on the scale as between attorney and own
.client) and in general all expenses, cosis and disbursements incurred to protect the

undermentioned Mortgaged Assets; and

iff. all costs which the Mortgagee may incur and ail amounts which the Mortgagee may disburse
on the Mortgagor's behalf, and which costs and disbursements are recoverable from the

Mortgagor in terms of this Bond or otherwise;

and upon the further conditions hereinafter set forth..

AND AS SECURITY for the due and proper payment of the Secured Obligations up to but not
exceeding the sum of the Capital Amount and the Additional Amount, and for the due fulfilment by the
Mortgagor of all its obligations under this Bond, the Appearer on behalf of the Mortgagor hereby
declared to bind to and in favour of the Mortgagee and to pledge and hypothecate in terms of the
Security by Means of Movable Property Act, 1993 (Act No. 57 of 1993), the movable property of the

Martgagor referred to in Annexure A which are rail locomotives,

{hereinafter referred to as the "Mortgaged Assets").

AND the Appearer, on behalf of the Mortgagor, declared to renounce the benefits arising fram the
legal exceptions non numeratae pecuniae, non causa dabiti, errore calculi, revision of accounts, no
value received, excussion and division, de duobusvel pluribus reis debendi and all other exceptions
which might or could be taken to the payment of any amounts secured hereby, with the full force,
meaning and effect whereof the Appearer declared the Morigagor to be fully acquainted.

AND the Appearer, on behalf of the Mortgagor, declared that this Bond shall be subject to the
following conditions and stipulations -
1. All payments required to be made by the Mortgagor shali be made by the Mortgagor in

accordance with the provisions of the Transaction Finance Documents and the Mortgagor
undertakes that it shall comply with all of its obligations under the Transaction Finance

Documents to which it is a party on or before the due date thereof.

2. The Mortgagor shall, for so long as this Bond Is in force, be subject to the provisions of the

Facility Agreements, -

21, keep all the Mortgaged Assets in good order and condition, fair wear and tear alone

excepted;
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2.2, insure {or procure the insurance of) in the name of the Mortgagor, with an insurance
company approved by the Mortgagee, the Martgaged Assets for the full value thereof
fram time to time in accordance with the provisions of the Facility Agreemants;

2.3 have the Mortgagee noted as the co-insured and loss payee in the insurance policies
in respect of the Morigaged Assets in an endorsement to the satisfaction of the

Mortgagee;

2.4, not be entitied to materially amend any of the insurances referred to in clause 2.2
above without the prior written consent of the Mortgagee;

2.5, promptly and on due date, renew the policies referred to in clause 2.2 according to the
conditions of such policies and continuously keep the Mortgaged Assets referred to in

clause 2.2 insured as stipulated in the Facility Agreements;

2.6. in the event of the Mortgagor failing to insure and keep insured the Mortgaged Assets
in terms of clauses 2.2 and 2.5 or to produce proof of having done so, the Mortgagee is
hereby irrevocably authorised (but not obligated) to effect such insurances and to pay
all the costs of effecting the same and all premia and renewal pramia and forthwith to

recover the same from the Mortgagor; and

27. comply in all material respects with and not breach any term or condition of the

aforesaid policies.

The Mortgagor wili nat for so long as this Bond remains in force, without the prior written consent
of the Mortgagee or save as expressly contemplated in the Transaction Finance Documents -

3.1. sell, cede, assign or in any manner deal with, alienate or dispose of any of the
Mortgaged Assets;
3.2 pass any further or other general bond or deed of hypothecation, nar sign any power of

aitorney to pass such bond or deed over the Mortgaged Assets;
33 pledge or in any way further encumber any of the Mortgaged Assets; and

3.4, do or willingly suffer to be done any act whatsoever whereby the Mortgaged Assets, or
any of them may be taken into execution or in any way charged or encumbered.

If this Bond becomes enforceable under clause 6, the Mortgagee shall be entitled {but not

obliged) to the extent permitted by law -
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to claim and recover from the Mortgagor forthwith all and any sums for the time being

secured by this Bond, whether then due for payment or not; and/or

for the purpose of perfecting its security hereunder to enter upon the premises of the
Morigagor or any other place where Mortgaged Assets are situated and to take

possession of such assets; and/or

to sign or subscribe on behaif of the Mortgagor to all applications or agreements for
transfer of licances, quotas, permits, registration certificates and the like which relate to

the Mortgaged Assets; and/or

to do all such other acts as may be necessary or desirable to record the sale, dispo=al
and/or transfer, as the case may be, of the Mortgaged Assets or any of them; and/or

to hold the Mortgaged Assets as security for the indebtedness of the Mortgagor to the
Mortgagee arising under the Transaction Finance Documents and to retain such

possession for so long as the Mortgagee may deem fit; and/or

to dispose of the Mortgaged Assets or any of them by public auction or by private
treaty in the Morigagee's sole discretion and on such terms and conditions as the
Mertgagee in its sole discretion may deem fit and to convey good value and free title to

the purchaser or transferee thereof; and/or
to have the Mortgaged Assets attached by legal process; and/or
to execute upon all or any of the Mortgaged Assets; and/or

to employ such other remedies and to take such other steps against the Mortgagor as

are in law allowed: and/or

at the Mortgagor's cost and expense appoint any advisars to assist the Mortgagee in
exercise or protection of the Mortgagee’s rights set out herein,

The Mortgagee shall apply the net proceeds of any recovery in reduction or discharge, as the
case may be, of the Mortgagor's obligations fo the Mortgagee arising under or in terms of the
Transaction Finance Documents without prejudice to the Mortgagee's rights to recover from the
Mortgagor any balance which may remain owing to the Mortgagee after the exercise of such
rights. Should the total amount collected or recovered by the Morigagee exceed the full amount
of the Mortgagor's obligations to the Mortgagee, subject to the provisions of the Facility
Agréements, the Mortgagee shall be obliged to refund such excess (after deducting any costs or
expenses incurred by the Mortgagee) to the Mortgager within 30 (thirty) days of the total amount
having being collected by the Mortgagee, provided that the Secured Obligations have been fully,

finally and irrevocably discharged.
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Notwithstanding anything to the contrary herein contained, this Bond will become executable
against the Mortgagor upon the occurrence of any Event of Default (as such term is defined in
the Facility Agreements) under any of the Facility Agreements or any breach of whatsoever
nature and howsoever arising by the Mortgagor of any of its cbligations under this Bond.

A certificate signed by the Morigagee or its duly authorised agent (whose authority and
appointment need not be proved) reflecting the amount of the indebtedness of the Mortgagor
under this Bond or under the Transaction Finance Documents, the fact that same is due and
payable, the rate of interest payabie thergon and the date from which interest is reckoned -

7.1 will be prima facie proof of the amount of the indebtedness and the facts stated therein;
and

7.2, will constitute sufficient particularity for the purposes of pleading and trial in any action:
and

7.3, will, in the absence of evidence to the contrary, be sufficient proof for the purposes of

obtaining provisional sentence, summary judgment or any other judgment or order in a

competent court having jurigdiction.

No relaxation or indulgence, and no extension of time which may be granted by the Mortgagee,
no failure by the Morigagee to enforce compliance with the provisions of this Bond and (without
derogating from the generality of the foregoing) no acceptance of payments after due date,
whether on one or more oceasions, shall be deemed 1o be a waiver in respect of any past or
future breach of any of the terms and conditions of this Bond or estop or preciude the Mortgagee

from insisting on and enforcing, without notice, its full rights hereunder.

No negligent acts or omissions (save in respect of gross negligence or wilful breach) by or on
behalf of the Mortgagee in implementing its rights hereunder shall found a cause of action

against the Mortgagee.

The Mortgagor hereby chooses domicllium citandi ef executandi for all purposes under this Bond,
whether in respect of court process, notices or other documents or communications of
whatsoever nature, at the address set out in the Facility Agreements and all provisions relating to
notices to the Mortgagor and the domicilium citandi ef executandi of the Mortgagor as set out in
the Facility Agreements are incorporated by reference in, and shall apply mutatis mutandis to,

this Bond.

Notwithstanding anything to the contrary herein contained, the Mortgagee shall be entitled to
allocate any moneys paid by the Mortgagor to the Mortgagee in accordance with the provisions of

the Facility Agreements, as the Mortgagee may in ifs sole discretion determine.
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This Bond shall not novate, cancel or affect any other securities at present held or which may
from time to time be held by the Morigagee and the Mortgagee shall be entitfed to take action
against the Mortgagor on this Bond and/or on any other securities in the event referred to in

clause 6 of this Bond.

Without in any way limiting or affecting any of the other provisions of this Bond, all amounts due
and owing from time to time and not paid by the Mortgagor to the Mortgagee under this Bond
and/or the Transaction Finance Documents shall bear interest at the highest interest rate that the
Mortgagee may charge in accordance with section 8.3 (Default Interest) of any of the Facility

Agreements.

The Mortgagor shall pay all agreed legal expenses, costs and charges in drawing and completing
the Power of Attorney and this Bond and procuring the regls{fation of this Bond, and the costs of
canceliation of this Bond, including any power of attomey and other documents necessary for
that purpose, and in general all invoiced costs actually incurred, including costs between attorney
and own client and collection commission, which may arise out of or in connection with the

realisation of the Mortgaged Assets under this Bond.

All properly evidenced costs and expenses that may be incurred by the Mortgagee in order to
preserve or enforce the Mortgagee’s rights hereunder or in suing for the recovery of any sum that
may become due which is secured hereunder, including but without limiting the generality of the
foregoing, the costs on the basis of attorney and own client scale of ail legal proceedings, the
costs of execution, the costs and expenses of all notices that may be given in terms of this Bond,
all premia of insurance that may be paid by the Mortgagee in terms hereof, any other payments
or disbursements that may be made by the Mortgagee on behaif of the Mortgagor and the due
performance by the Morfgagor of all its obligations hereunder shail be bormne and paid by the

Mortgagor promptly on first written demand.

All the costs referred to in clauses 14 and 15 shall be secured hereunder over and above the

Capital Amount and up to but not exceeding the extent of the Additional Amount.

This Bond shall be and continue to be in full force and effect and be binding on the Mortgagor
untif the date upon which the Mortgagee notifies the Mortgagor that ali Secured Obligations have
been fully, finally and irrevocably discharged ("Release Date”).

The provigions of this Bond shall be and continue to be of full force and effect and binding on the

Mortgagor until the Release Date, notwithstanding -

18.1, any latitude, indulgence, relaxation or extension of time which may be given or shown
by the Mortgagee to the Mortgagor and/or any surety, indemnitor, intercessionary for
the Mortgagor or any failure or detay by the Mortgagee in enforcing compliance with
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the provisions of this Bond and (without derogating from the generality of the
foregoing) any acceptance of payments after due date, whether on one or more
occasions or any failure or delay by the Mortgagee in exercising any right, remedy,
power or privilege hereunder or under the Transaction Finance Documents or any

single or partial exercise of any right, remedy, power or privilege hereunder or

theteunder; and/or

18.2, receipt by the Mortgagee of any dividend or other benefit in any liquidation of, or
business rescue {as such ferm is defined and used in the Companies Act No, 71 of
2008) proceedings of, the Mortgagor or any compromise whether in terms of any

statute or the common law; and/or

18.3. the Mortgagee’s release in whole or in part of any other security and/or any surety for

the oblkgations of the Mortgagor; andfor

18.4. any intermediate discharge or setttement of or fluctuation in any indebtedness or
obligation of the Mortgagor to the Mortgagee in terms of the Transaction Finance

Documents; andfor
18.5. any legat disability affectirig the Mortgagor,

Should the Mortgagor at any time fail to comply with any of its obligations under this Bond, the
Martgagee shall be entitled to take any reasonably necessary remedial measures as it may, in its
reasonable discretion, determine at the cost of the Mortgagor. The exercise of such measures
shall be without prejudice and in addition to the Mortgagee's rights in terms hereof arising from

the Mortgagor’s breach in question.

In this Bond, including the preamble, words importing any one gender shall include the other two
genders and words signifying the singular shall include the plural and vice versa and any
reference o "person” includes a natural person, a company, and an association or body of
persons whether natural or not and whether incorporated or unincorporated. Capitalised terms
used herein which are not defined in this Bond shall bear the meanings ascribed thereto in the

Facility Agreements.

if any of the provisions of this Bond are found to be unlawful, unenforceable or invalid such
provision shall be deemed to be severable from the remaining provisions of this Bond and shall,
to the extent that the same is unlawful, unenforceable or invalid, be deemed to be pro non

scripto.

The Mortgagor hereby covenants and undertakes that until the Release Date has occurred (such
period is hereinafter referred to as the "Security Period") (but subject to and without prejudice to
the provisions of the Transaction Finance Documents):
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2211, to take ali steps reasonably required by the Mortgagee to preserve or protect the
Mortgagor's interests and the interests of the Mortgagee in the Morigaged Assets;

22.1.2, to co-operate with the Mortgagee in connection with the registration of the security
interest constituted hereby and to do all acts and things which it may be
necessary for the Mortgagor to do in order to obtain and maintain such

registration;

22.1.3, to furnish to the Mortgagee from time to time such information and reports
regarding the Mortgaged Assets as the Mortgagee may reasonably request; and

22.1.4, to do or permit to be done each and every lawful act or thing which the Morigagee
may from time to time require to be done for the purpose of enforcing the
Mortgagee's rights granted pursuant to this Bond in relation to any of the
Mortgaged Assets and this Bond, and to allow its name to be used as and when
reasonably required by the Mortgagee for that purpose.

23. The Mortgagor irrevocably, for value and by way of security to secure the interest of the

24,

25,

Morigagee in the Mortgaged Assets and the performmance of the obligations owed to the
Mortgagee, hereby appoints the Mortgagee and any person nominated for such purpose by the
Mortgagee in writing under hand by an officer of the Morigagee, sevarally as attorney and agent
of the Mortgagor and in its name and on its behalf and as its agent to act and to execute and
otherwise perfect and do any charge, mortgage, deed, assurance, agreement, conveyance,
instrument, act or thing which the Mortgagor has falled to execute and do under the covenants,
undertakings and provisions contained herein or in the Transaction Finance Documents or which
may be required or deemed proper in the lawful axercise of any rights or powers hereunder or
otherwise for any of the purposes of the security created hereby, and the Mortgagor hereby
covenants with the Mortgagee to ratify and confirm all lawful acts or things made, done or

executed by the Mortgagee in its capacity as attorney and agent as aforesaid.

The Mortgagee shall be entitled at any fime and as often as it may deem expedient to delegate
all or any of the powers and discretions vested in it by or in connection with this Bond in such
manner, upon such terms and to such persons as the Mortgagee in its absolute discretion may

think fit.

This Bond and the securily hereby created shall be a continuing security and in particular (without
limitation) shall not be, nor be considered as, satisfied by any intermediate discharge or payment
ch account of any liabilities or any settlement of accounts between the Mortgagor (or any other
person) and the Mortgagee or any other act, event or matter whatsoever and shall only be
cancelled as contempiated in clause 17, and this Bond shall, save as herein provided, extend to
cover any sum or sums of money or other liability and obligations under the Transaction Finance
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Documents which shall for the time being consfitute the balance of the obligations secured

hereby until all of the obligations have been paid and discharged in full.

This Band and the security hereby created shall be in addition to and not in substitution for or
derogation of any other security (whather given by the Mortgagor or otherwise) now or from time

to time hereafter held by the Mortgagee in respect of or in connection with any or all of the
obligations.

Save as expressly required by the terms of the Transaction Finance Documents, the Mortgagee
shall not be obliged, before exercising any of the rights, powers or remedies conferred upon it by

this Bond or by law, to:

27.1. issue or initiate any proceedings or take action or obfain judgment against the

Mortgagor or any other person in any court or tribunal;

27.2, ‘make or file any claim or proof in a winding-up or liquidation of the Mortgager or of any

other person; or

27.3. enforce or seek to enforce the recovery of the moneys and liabilitiss hereby securad or

any other security.

Without in any way limiting or derogating from any other provisions hereof, the security created
by this Bond shail continue in full force and effect and shall not be discharged, impaired or

otherwise affected by:

28.1. any failure by the Mortgagee to take or enforce any other security or guarantee taken
or agreed fo be taken for all or any of the obligations under or pursuant to the

Transaction Finance Documents or otherwise;

28.2, any amendment, modification, variation, or supplement of all or any part of the

obligations under the Transaction Finance Documents;

28.3, any release or exchange of any security or guarantee now or hereafter held by the
Mortgagee for all or any part of the obligations under the Transaction Finance

Documents: or

28.4, any other act, omission, matter, circumstance or event (including, without limitation, the
invalidity, unenforceability or illegality of any of the obligations of the Meortgagor under
the Transaction Finance Documents to which the Morlgagor is a party, or the
bankruptey, liquidation, winding-up, Insolvency, dissolution, administration,
reorganigation, placing under supervision for business rescue or amalgamation of, or
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other analogous event of or with respect to, the Mortgagor or any other person) which,
but for this provision, might operate to impair, discharge or adversely affect the rights
of the Mortgagee hereunder or to impair, discharge or adversely affect the security

hereby created.

29. Any settliement or discharge between the Mortgagee and the Martgagor and/or any other person
shall be conditional upon no security or payment to the Mortgagee by the Mortgagor or any other

person being avoided or set aside or ordered to be refunded or reduced by virtue of any provision

or enactment relating to bankruptcy, liquidation, winding-up, insolvency, dissolution,

reorganisation, administration, amalgamation, business rescue or other analogous event or

proceedings for the time being in force.

30. The Morigagor shali, at its own cost and expense and at the request of the Morigagee, promptly
sign, seal, execute, deliver, acknowledge, file, register and perfect all such assurances,
documents, instruments, agreements, ceriificates and consents and do any and all such acts and
things as may be reasonably necessary or desirable or as the Morigagee may reasonably
request from time to time in order to perfect the security interest intended to be created by this
Bond or to establish, maintain, protect or preserve such security interest or the rights of the
Mortgagee under this Bond or to exercise and enforce its rights and remedies under this Bond in

respect of the Mortgaged Assets.

31. The Mortgagee and/or the Mortgagee's duly authorised agent has the right at all reasonable
times and on reasonable prior notice to the Mortgagor (save in the event of an Event of Default,
in which case no notice will be required) to inspect the Mortgaged Assets and any premises. in
which the Mortgagor at any fime hoids and repairs the Mortgaged Assets (such premises being

"Relevant Premises™).

32. The Mortgagor is bound and obliged to pay promptly on due date —

32.1.1, all rentals payable in respect of all offices, factories, warehouses and any
other premises of whatsoever nature leased by the Mortgagor and in which
the Mortgagor at any time carries on business or in which the Mortgagor at

any time stores or repairs the Mortgaged Assets;

32.1.2. all charges in respect of sanitation, water and electricity and any other
dues, charges or levies of whatsoever nature payable by the Mortgagor to
any landlord or local or other competent authority, in respect of any
Relevant Premises, and on demand to produce receipts for such payments

to the Mortgagee.

33. The Mortgagor shall give written notice of this Bond to the landlords of ail premises leased by the

Mortgagor, in which the Mortgagor stores or repairs the Mortgaged Assets, and shall obtain from
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such {andlords waivers to the reasonable satisfaction of the Mortgagee in respect of any
hypothec or right of retention which any such landlord or fandlords may have in’respect of the

Mortgaged Assets in such premises.

A copy of every notice so given is to be delivered to the Mortgagee, together with the waivers so

signed by such landlords.

Notwithstanding the provisions of clause 33, the Mortgagee is entitled to give any notice as is
contemplated in this clause and has furthermore the right to obtain any such waivers as the

Maortgagee may deem fit.

The Mortgagor shall at all times comply with all relevant laws, by-laws and other regutations of
whatsoever nature applicable to the Mortgagor, to the premises in which the Mortgagor carries on
business or in which the Mortgagor at any time stores or repairs the Mortgaged Assets.

The rights of the Mortgagee under this Bond are cumulative, may be exercised as often as it
considers reasonably appropriate and are in addition to its rights under generai law. The rights of
the Mortgagee (whether arising under this Bond or general law) shall not be capable of being
waived or varied otherwise than by an express waiver or variation in writing by the Mortgagee;
and in particular any fadure to exercise or any delay in exercising any of such rights shall not
operate as a waiver or variation of that or any other such right; any defective or partial exercise of
any of such rights shall not preclude any ather or further exercise of that or any other such right;
no failure on the part of the Mortgagee to exercise and no delay on its part in exercising any right
or remedy hereunder shall operate as a waiver; and no act or course of conduct or negotiation on
the part of the Mortgagee or on its behalf shall in any way preclude it from exercising any such

right or constitute a suspension or any variation of any such right.

Any waiver and any consent by the Mortgagee under this Bond must be in writing and may be
given subject to any conditions thought fit by the Mortgagee. Any waiver or consent shall be

effective only in the instance and for the purposes for which it is given.

The provisions of this Bond shall not be varied otherwise than by an instrument in writing

executed by or on behalf of the Mortgagor and the Mortgagee.

This Bond shall be binding upon the Mortgagor and its lawful successors and permitted assigns.

The Mortgager shall not be entitled to assign or transfer any of its rights, benefits or obligations
hereunder to any person whomsoever without the prior written consent of the Mortgagee.

The Mortgagee may, upon notice to, but without the consent of the Mortgagor, assign or transfer
all or any part of its rights, benefits or obligations under this Bond to any party to whom it cedes
or delegates its rights and/or obligations under the Facility Agreements. Where the Mortgagee
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assigns or transfers its obligations or any part thereof as aforesaid, the Mortgager shall execute
such documents as the Mortgagee may reasonably require to release the Morigagee to the
extent of the transfer or with a view to perfecting such assignment or transfer, or where
reasonably necessary, shall at the cost of the Mortgagee, execute further security documentation
in favour of the assignee or transferes in like form to this Bond. To the extent that any such
cession, assignment, transfer or other disposal results in a splitting of claims, the Mortigagor

irrevocably consents thereto.
43. Any amounts payable by the Mortgagor to the Mortgagee in terms of this Bond which do not have
a stipulated date for payment thereof shall be paid by the Mortgagor within 30 (thirty) days to the

Mortgagee on written demand.

THUS DONE AND SIGNED AT on the day, month and year first

aforewritten in the presence of the undersigned witnesses.

AS WITNESSES:

qq: Mortgagor

QUOD ATTESTOR,

NGTARY PUBLIC
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ANNEXURE A

DESCRIPTION | sERiALNUMBER} JENGINE NUMBER.

i.
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SCHEDULE 9
OPERATIONS DISCLOSURE SCHEDULE

Transnet SOC LTD ("Transnet”) has small operations outside of South Africa in Swaziland,

Botswana, Namibia, Mozambique and Zimbabwe. Transnet has direct operations in Zimbabwe
Freight Logistics, particularly rail operations. Offices are maintained in Zimbabwe solely for the

administrative purposes.

The foliowing are the cash flow generated from operations between Transnet and Zimbabwe {all
flgures relate to the actual cash flows for the year up to 31 March 2015):

1. Wagon hire - paid to Zimbabwe ZAR4,738 000
2. Wagon Hire ~ revenue received ZAR24,556,000
3. Haulage collected - ZARG76,000

4. Shunting services ~ ZAR900,000

5. Office hire - ZAR153,000

6. Revenue from export services - ZAR140,986,000

7. Revenue for imports services - ZARR24,405

Wagons move in and out of the country regularly. They are not held In Zimbabwe but are
constantly roaming.
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SCHEDULE 10
LOCOMOTIVE MORTGAGE POWER OF ATTORNEY

SPECIAL POWER OF ATTORNEY

1AWe, the undersigned
k]
duly authorised hereto by a resolution of the Directors of

TRANSNET SOC LTD
Registration No. 1690/000900/30
{a limited liability company duly registered and incorporated in
accordance with the taws of the Repubiic of South Africa)

do hereby ngminate, constitute and appoint -
AN EMPLOYEE OF EDWARD NATHAN SONNENBERGS INC.

with power of substitution to be my/our frue and lawful agent in my/our name, place and stead to
appear before a Notary Public and then and there as myfour agent to execute a Special Notarial Bond
in the form of and subject to the terms of the draft Special Notarial Bond hereunto annexed and
initialled by me/us for identification purposes, and generally for effecting the purposes aforesaid, to do
or cause to be done whatsoever shall be requisite, as fully and effectually for ail intents and purposes
as l/iwe might or could do if personally present and acting therein, hereby ratifying, allowing and
confirming all and whatscever my/our said agent shall iawfully do or cause to be done in the premises

by virtue of these presents.
Signed at on in the presence of the

undersigned witnesses.

WITNESSES:

for and on behalf of
TRANSNET SOC LTD
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SIGNATURES

THE BORROWER

*

By: Siyabonga Gam Anoj Singh

Titte: Acting Chief Executiv Officer Chief Financial Officer

Address: 43rd Floor Carlton Centre, 150 Commissioner Street, Johannesburg, 2001, Republic of
South Africa

Tetephone: +2711 308 2250
Fax: +2786 6864961
Email: Anoj.singh@transnet.net

Attention: Anoj Singh

FA Signature Page
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THE LENDER

For and on behalf of CHINA DEVELOPMENT BANK CORPORATION

- 1
By; Li Gang

Tite: Vice President of China Development Bank Corporation Henan Branch

Address: No. 266, Jinshul Road, Zhengzhou, Henan Province, P.R, China, China Development
Bank Henan Branch

Telephone: +86-371-66000707
Fax: +86-371-66000620
Emaill: suzhanping@cdb.cn

Attention: Su Zhanping

FA Signature Page



