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1. 2 "Statement of Strategic Intent" means the document which sets out the agreed mandate

and strategy for Transnet;

1 3 "Subsidiary" means a subsidiary of Transnet or any of Its subsidiaries over which it

exercises ownership control as defined in terms of the PFMA;

1 4 "Transnet" means Transnet SOC Ltd, a public company registered and incorporated as

such in accordance with the laws of the Republic of South Africa and pursuant to the

.» Legal Succession to the South African Transport Services, 1989 (Act No, 13 of 1989)

- 4 ^ - with registration number 1990/000900/30, and having its registered head office at 47m

v j • Floor, Carlton Centre, Commissioner Street, Johannesburg.

I J 2 FUNCTION OF SHAREHOLDER'S COMPACT

"\ 2 ' The purpose of this Shareholder's Compact Is to clarify and confirm:

I
I
I
I
I
I
I
I
I
I
I
I

2 .1 Transnst's Mandate;

2 1.2 The strategic objectives to be attained by Transnel; and

2 '• .3 The key performance areas and Indicators to measure Transnet's performance during

the period of the Shareholder's Compact.

2 I As part of broader legislative compliance, Transnet shall at all times adhere to the legal

framework providing for the prevention and combating of fraud and corruption,

particularly within the context of procuring goods and services, competing for and

executing contracts.

FOUNDING DOCUMENTS AND GOVERNANCE FRAMEWORK

3 The Parties agree that the Founding Documents of Transnet shall be reviewed and

amended, where required, to ensure that agreed principles and enduring rights and

obligations regarding the relationship between the Parties are incorporated and that ths

Founding documents are comprehensively consistent with the provisions of the
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Companies Act, PFMA, Legal Succession o South African Transport Services Act,

National Treasury Regulations and Transnet'; Mandate.

3.2 The Board shall ensure that Transnet and its subsidiaries comply with the provisions of

the Companies Act, the PFMA and any otier legislation, including regulations and

consider guidelines issued by the Naticnal Treasury and/or the Shareholder

Representative.

Transnet shall ensure that Transnet:

3.2.1 Concludes performance agreements with all its significant subsidiaries that are

comprehensively and consistently compliart with the spirit, rights, obligations and

undertakings stipulated in the Shareholder's ( ompact.

I. / 3.3 If there is any conflict or Inconsistency among the provisions of the Founding

Documents or the Statement of Strategic Intent or the Corporate Plan and this

) Sharehoider's Compact, the Parties shall tak : whatever steps that may be necessary to

I ' amend the documents to remove the conflict ur inconsistency. For so long as the conflict

( exists on Founding Documents, the MO1 hall take precedence and thereafter the

Statement of Strategic Intent.I
I
I
I
I
I
I
I
I
I

;j

I 4. MANDATE

I /"""'I • The Parties agree that:
\ J)

4.1 The underlying mandate for Transnet rei iains as determined by the company's

Founding Documents, by prevailing leglslatlc i and by this Shareholder" Compact

4.2 Transnet's key role is to assist in lowering f le cost of doing business in South Africa,

enabling economic growth and security of:- jppty through providing appropriate ports,

rail and pipeline infrastructure as well as c Derations In a cost effective and efficient

manner within acceptable benchmark standa ds.
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from the Shareholder.

5. STRATEGIC OBJECTIVES

5.1 The Parties agree that the stratec'c objectives of Transnet fall Into five main areas,

namely:

5.1.1 Reduce the total cost of logistics as a percentage of transportable GDP;

5.1.2 Effect and accelerate modal shift b / maximising the role of rail in the national transport

task;

5.1.3 Leverage the private sector in the > revision of both infrastructure and operations where

required;

5.1.4 Integrate South Africa with ths rsgkn and the rest of the continent; and

5.1.5 Optimise the social and economic npact of all interventions undertaken by the SOC In

the achievement of these objective •.

5.2 The Parties acknowledge and agre 2 that the focus of Transnet shall be on the following

Key Performance Areas:

5.2.1 Develop and agree on a methoc ilogy to quantify and reliably measure Transnet's

contribution to reducing the total cc ;t of logistics as a percentage of transportable GDP;

5.2.2 Transformation of the surface trar ;port market through dedicated management with a

mandate to deliver an Integrate I domestic intermodal transport system, industry

solutions, long term infrastructi/e and reliable, cost effectives services whilst

aggressively growing rail's market hare in those contested sectors of the economy;

5.2.3 Ensure the provision of critical log ;tics infrastructure and capacity over the short term,

however, aligned to a long term national plan that is geared towards meeting the

growing demands of the total natio al economy;

RESTR! :TED
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5.2.4 Oversee a sustainable capital investment approach characterised by intelligent

investment decisions, financial prudence and commercial sustalnability to meet industry

demands and customer expectations over the medium term;

5.2.5 Develop and implement a collaborative approach to private sector participation on a

case by case basis with the intention to leverage collective resources in the provision of

Infrastructure and transport services in a way that does not compromise those strategic

assets required to support the rollout of the capital expenditure programme;

'•~-w ^ " ® Operational excellence across the entire organization informed by global best practise

•7;-'. and driven by a performance culture that is firmly entrenched within the organisation;

I 5.2.7 On-going compliance with policy and regulation. In addition compliance to the policy

A environment with a view to support government in driving regional Integration, economic

I . } transformation, beneficlation, industrialisation, aggressive job creation and the

development of a supplier base that meets Broad Based Black Economic Empowerment

1 ("BBBEE") criteria;

• )
I 5.2.8 The Implementation of global best practises with respect to safety, skills development

I* * and procurement. In terms of safety, a fundamental respect for the value of human life

and resources. In terms of skills development the need to maintain and develop the

Intellectual capacity of the company and lastly with respect to procurement the need for

transparent governance and tangible benefits for all social, economic and environmental

\)% stakeholders;

I
I 5.2.9 The Introduction and establishment of a robust Centre of Excellence to drive research

and the deployment of new and cutting-edge technologies to address tha need for

competitiveness, growing demand and cost savings;

• 5.2.10 Sustainable growth encompassing corporate social investment and environmental

* ' X responsibility. This area of focus is becoming Increasingly Important as Transnet

_ i-J becpmes increasingly prominent within the economy.

l l
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6. STRATEGY INITIATIVES

The Partie; agree and undertake to support the strategic initiatives as listed in

Annexures \ through G.

In addition, Transnet is required to report on a quarterly basis on the National Corridor

Performanc i Measurement (NCPM) with respect to the following:

a) Full cooperation and participation of Transnet to assist the Department in the

execution of the NCPM project

b) Full pariclpation of Transnet with respect to enabling an understanding of the

Corridor its participants, key operational statistics and Transnet's involvement and

activities.

c) On-goin j data inputs for the policy view within NCPM

d) Transns to ensure migration from monthly data to weekly data on all operational

Indicators, where appropriate

e) Transne to ensure automation of data capturing process to NCPM system

f) Prcvisio., of 2011/12 data to complete the requirement for historical data.

7. KEY PERFORMANCE INDICATORS AND EVALUATION

The Parties igree that:

. 7.1 Transnet's p arformance In relation to the strategic objectives will be measured with

reference tc both qualitative and quantitative Key Performance Indicators (KPIs) as set

out In forma: content and coverage of Annexure A, B, C, D, E, F and G.

7.2 Transnet srull report on all Shareholder's Compact KPIs, and results achieved by, the

company an ' Its subsidiaries In the Annual Report and Quarterly Reports.

7.3 Transnet sh? ;| align its Corporate Plan to the Shareholder's Compact.

8. SIGNIFICAN 3E AND MATERIALITY

In accordance with the provisions of Treasury Regulations 28.3, the framework for

significance • nd materiality Is set out in Annexure E.
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9. PERIOD OF SHAREHOLDER'S COMPACT

9.1 This Shareholder's Compac. is valid for period of one year.

9.2 The Parties hereby record snd acknowledge that the they are required, in terms of the

Treasury Regulations, to annually conclude a shareholder's compact and agree that

this Shareholder's Compact shall remain in full force and effect until a new

Shareholder's Compact is concluded as required by the Treasury Regulations.

9.3 The process for the annual conclusion of a new Shareholder's Compact may be

initiated by any one of the Farties through written notice. Upon receipt of such notice by

the other Party, the Shareholder's Representative and the Board shall commence

negotiation.

10. NO AMENDMENT

10.1 This Shareholder's Compe;t constitutes the whole agreement between the Parties

relating to the subject matte hereof and supersedes any other discussions, agreements

and/or understanding regan rig the subject matter hereof.

10.2 It is recorded, acknowledge J and agreed that no Party shall be entitled to amend the

key performance areas and jr key performance indicators as detailed in Annexures "A"

through "D" of this Sharehol er's Compact.

Signed: Signed:

M.K.N. GIGABA

Minister of Public Ente prises

Shareholder Represer ative

Date:

M.E MKWANAZI

Chairperson

Transnet SOC Ltd
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ANNEXURE A: w STRATEGIC DELIVERABLES

Key Performance Area

Transnefs Sustainablllly
Framework

Cost of Logistics

Domestic Inlermodal .
Solution

NMPP strategy and
Infrastructure plan

Africa Business
Development and
Regional Integration

Private Sector
Participation (PSP)

(b ' Policy and Regulation

Research and
Development Excellence

Description of deliverabiss

Economic dividends

Social dividends

Environmental dividends

Quantify Transnet's contribution to lha Total cost of Logistics as a percentage (%) of transportable GOP.

0.5% reduction in Total cost of Logistics by 2018/19 as per Market Demand Strategy.
Quantify and commit to modal split target
Quantify Die fixed Infrasuucture capacity, operational performance and financial performance of existing inlermodal
capacity.
Develop a long term inlermodalfconlainer strategy supported by an appropriate Infrastructure and funding plan.

Develop a medium to long term strategy and infrastructure plan to driva Transnet Pipeline's markelsliare.

Develop a short medium and long strategy to improve intra-Africa trado from a transport perspective.
Promote regional Connectivity through the Integration of the freight rail and maritime infrastructure.
Position Transnet Engineering to become the preferred supplier of rolling stock within the African market.
Delivery of R2.S billion In PSP funding as per 2012/13 Corporate Plan.

Identify clear and sustainable opportunities for PSP.

Identify and develop clear industry solutions within the various sectors supported by business cases for approval by the
Shareholder.

Develop defined timeline for implementation of identified PSP opportunities.

Concession of three branch lines as Identified by Transnet and the Department

Full cooperation with the Department to finalise Joint positions on rail and maritime policy

On-qoina compliance wilh policy and regulation
Establishment of a R8D Centre of Excellence
Quantify how technology has been leveraged to reduce capital outlay and reduce operating expenditure in all spheres
of business.
Quantify how technology has been leverage to improve productivity In all sphere of business
Quantify how technology has been leverage to improve and increase modal shift
Quantify how technology has been leverage to Increase market share

Delivery timeline
Mar-15

Mar-15

Mar-15

Sep-13 .
Sep-13
Sep-13

Sep-13

Sep-13

Mar-14

Jul-13
Mar-14
Mar-14

Subject to outcomes of Board
meeting to be held on May 2013

Subject to PFMA Section 54
approval
Ongoing
Ongoing
Mar-14

Jun-14

Jun-14
Jun-14
Jun-14

'*' The board shall report on the progress of all strategic deliverabiss on a quartarly basis as well as within the Annual report.
tb| The board shall track and report on the delivery of all commitments on a quarterly basis as well as within the Annual report.
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ANNEXORE B: OPERATIONAL PERFORMANCE

Transnet Group

Key Performance Area

Financial value creation

Innovation

Kay Performance Indicator

Return on total average assets l>>

Cash Interest cover

Gearing

Opex as a % of revenue

Research and development cost

Unit of Measure

%

Times

%

°/.
Rm

2013/14 Target

2B.0

S 3.3

5 46.6

S57.1

194

'a ' Excluding Porl Regulator claw backs

Transnal Freight Rail

/-*-

Key Performance Area

Financial

Tariffs

Market share

Key Performance Indicator

Return on total average assets

Average tariff Increases

Volume

• GFB

Total Volume

Bulk

- Export Coal

• Export Iron Ore

- Export Manganese (PE)

• Export Manganese (DBN)

- Export Coal non RBCT

- Eskom Coal

- Domestic Coal

- Chroma and Farrochrome

- Domestic Iron Ore

• Domestic Manganese

• Mineral mining

• Other

Unit of Measure

%

%

mt

ml
mt
ml

ml

mt

ml

ml

mt

mt

mt
mt
mt

2013/14 Target

211.4

sCPI+2

i 229.7

2 77.0

2 61.5

iS.1
a 1.3
S6.2
i 11.8

i 8.9

S5.2
i7.9
a 1.9
a 13
i2.5

Intermediate manufacturing and manufacturing

- Agriculture

- Bulk liquids

• Iron and Stoel

. Wood and wood products

- Ferlllsers

• Industrial chemicals

- Cement

- Intermodal Wholesale

- FMCG long distance

- Automotive

ml
mt
mt
ml
ml
mt
mt
mt
mt
ml

£4.6
£2.1
S0.8
S2.5
6 0.1

£0.9

17.3

a 7.8

£0,8
a0.5(489974FBU)

i\
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ANNEXURE H: OPERATIONAL PERFORMANCE (Continued)

Transnet Freight Rail (Continued)

Key Performance Area

Productivity

Service

Key Performance Indicator

Asset utilisation

Density

On-Ume departure

Cn-iirns arrival

Iron Ore

Export Coal

General Freight(l)

SSaldanha

RSaycor

Natalcor

NEaslcor

Sentracor

Capecor

NWeslcor

Eastcor

Southcor

Northcor

- Coal Export

- Export Ircn Ora

- General Freight

- Coal Export

- Export Iron Ore

- General Freight
1 ' GFB Asset utilisation will be further broken down In 2014-15 Shareholder Compact

Unit of Measure

Glkm/Nlkm

Gtkm/Ntkm

Gtkm/NIkm

Tonkm/Routekm

Tonkm/Routekm

Tonkm/Routakm

Tonkm/Roulekm

Tonkm/Roulekm

Tonkm/Routekm

Tonkm/Routekm

Tonkm/Routakm

Tonkm/Roulekm

Tonkm/Routekm

Average deviation from
scheduled times

(minutes)

Average deviation from
scheduled limes

(minutes)

2013(14 Target

S1.41

S1.58

S1.67

2 55.30

a 36.2

2 6.7-

2 5.7

2 43

2 3.9

£3.8

2 32

2 2.6

21.6

5120

5 60

S225

£240

S120

2 260

Transnel Engineering

Key Performanco Area

Financial

Innovation

'*' Volume growth

Key Porformanoa Indicator

External revenue

Research and devabpment cost

Train cancellations due to Traction

Nat volume lost due to traction

Traction delays

Unit of Measure

Rm

Rm

%

Ml

%

2013/14 Target

R2633m

R150m

£6

*7

5 40

I
I
I
I
I
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ANNEXURE B: OPERATION > . PERFORMAHCE (Continued)

Transnet National Parts Autr >r!ty

Kay Performance Arsa j <ey Performance Indicator

\nchoraga

t

i
1

"' Ship Turnaround
rima

Productivity !
i

i

!

1 3erlh Occupancy

i 3orlh Utilisation

- Durban

- Capa Town

- Port Elizabeth

-Ngqura

- Richards Bay

Containers

- Durban

• Cape Town

- Port Elizabeth

- Port of East London

- Richards Bay

- Ngqura

Unit of Measure

Hours

2013/14 Target

S 3

S i

£ 1

S 2

S O

-

Hours

S 3

£ 0

s .8

<, 0

s ! 0

S 9

Dry bulk

-Coal(RBCT)

• Iron Ore (Saldanha)

- Manganese (P.E)

- Durban

- Cape Town

- Port Qizabeth

- Ngqura

- Ourban

- Capa Town

-Port Elizabeth

- Ngqura

- Easl London

- Richards BBy

Hours

Percentage (%)

Percenlaga (%)

s 7

s 5

S 9

s 5

£ 0

i 0

i S

i 0

i 10

.- 75

i 50

a iO

I
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ANNEXURE B: Cf ^RATIONAL PERFORMANCE (Continued)

Transnet Port Tar i lnal

W T P T shall repor
(cl Rake process !:>

Transnsl Pipallrt

>n Moves/GCH for the Porls of Richard Bay and East London on a quarterly basis
•e Inslda tippler- Subject to service design review
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Key Performanc Araa

Financial

Tariff Increases

Productivity

Service Delivery

Key Performanco Indicator

Return on Tolal Average Assets

Averago Tariff Increase (Containers)

Dwell Time

Moves per gross crane hour *"'

Train turnaround lime

Truck turnaround time

Unit of Measure

%

%

2013/14 Target

6 5.8

SB

DCT-Pler1

• Imports

- Exports

• Transshipment|5>

Days

Days

Days

S3

55

S10

DCT-Piar2

- Imports

-Exports

- Transshipment

- Imports

- Exports

• Transshipment

DCT-PleM

DCT-PIer2

CTCT

Mgqura

DCT-Pisr i

DCT-PIerZ

CTCT

Saldanha w

Richards Bay

Port Elizabeth

DCT-PleM

DCT-Plar2

CTCT

Ngqura

Richards Bay

Days

Days

Days

Days

Days

Days

Moves/GCH

Hours

Hours

Hours

Minutes

Hours

Hours

Minutes

Minutes

Minutes

Minutes

Minutes

S3

55

S10

S3

S5

S15

i2&

i 3 0

S32

£32

S6

S6

S6

S105

S12

S12

S3S

£35

S35

S35

S35

Koy Porforman 3 Arsa

Service rellablii:

Capacity uilllsai: n

Kiarfcel share ia)

Key Psrformanco Indlootor

Ordered vs. Delivered volumes (% of dellverables
wilhlnsy. of order)

PlannBd vs. Actual Delivery lime ( % of dettverablBS
within 2 hours of plan)

Operating cost per Ml,km (Nominal R/Ml.km) (Real
WMI.km)

NMPP- Actual usage :'capaclty at the lima (Ml/weak)

Total petroleum products

Unit ofMtBsure

%

%

Rand

Rallo

1 Billion litres

2013/14 Target

£95

£80

S122

2 4B£4

£ 18.75

'Volumes lo be :. pressed as market share In Annual report /—N
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ANNEXURE C: SOCIAL IMPACT

Human Capital

Key Performance Area

Skltls development

'*' Employment crealion

Productivity

Training spend

Technician trainees

Engineering Trainees

Artisan trainees

Jobs created (Transnet permanent employees)

DIFR (For all Transnet operational divisions)

Employee fatalities

Revenue per employee

Unit of Measure

% of personnel costs

Number of learners

Number of Learners

Number of Isarners

Member of !r''!.!Ti-r?-

Number of Jobs

Weighted average

Number of fatalities

R million

2013/14 Target

4.6

330

132

1550

mnn

4330

0.75

0

0.S3

separately wilhin the quarterly reports and Annual report.

Corporate Social Investment

Corporals Social Investment

Phelophepha I and Pholophepha II health care trains

Rural station in Eastern Cape, Northern
Cape, North West, Umpopo, Frea State,
Kwazulu-Natat

Dental treatment

Spectacles Issued

Individual counseling

Counseling workshops

Teenage girb education

Health, diabetic, cancer screening

Community volunteer training

Prescriptions

Total CSt budget

Operating budget

People

R257m

R95m

17,425

28,700

700

31,000

3.600

36,000

720

38 125

CD
RESTRICTED 15

0057-0365-0001-0015

TRANSNET-REF-BUNDLE-00543



*&>• 1.'

ANNEXURE C: SOCIAL IMPACT (ConUnued)

Other Social Development

Educator Development

Makana (EC), Motheo (FS), Moretele
(NW), Mtubatuba and Durban South (KZN),
Sekhukhuno (L)

350 teachors

98% attendance

95% course completion

Learner pcrformanca Improvement (Maths,
Science. Engfish):yrl: 5%; yr 2:10%

Results Improvement in
Maths, science, English:

Y1:5%.Y2:1O%

Orphan youth programme
Sports development

Container assistance
Transnet employee volunteer programme (Inanda (Durban), Molhsrwell (PE). Diapsloot (Jhb)

R12.3m

R2m
R30m
R10m

R26.4m

RESTRICTED 16
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ANNEXURE D: ECONOMIC IMPACT

Key Performance Area

Local Content
CSDP(SD value)
Skills development

BBBEH

Black Women Owned

Black Owned
Black Youth Owned
QSE/EME . . . . .

People Living wllh Disability

Unit of Measure

% o( total spend
% of contract value Invested in RSA

'A of total spend

% of total spend
% of total spend

% of total spend

% of total spend
%o( total spend
% of total spend

w With PPPFA
exemption

70
45
6

87

8
15

2
15

0.5

<a) Without PPPFA
exemption

70
35
6

70

5
10
0.5

10
0.25

QSE = Qualifying Small Enlerprise (Annual turnover Em-35m)
EME = Exempted Micro Enterprise (Annual turnover ol «Em)

ANNEXURE E: SIGNIFICANCE AND MATERIALITY FRAMEWORK

This appendix sets out tha standing In terms of Sections 64 of tha PFMA and provides guidance for Ihe determination of the
materiality limit in larms of section 65 (2) of the PFMA

PFMA

S54(2)(d)

S54(2)(b)

S54{Z)(c)

S4(2)(0)

Description

Acquisition or disposal of a significant asset

Acquisition or disposal of a significant partnership, lrust, )olnl
ventures, etc.

Acquisition or disposal of a significant shareholding In a
company.

Commencement of cessation of a significant business activity.

Exemption from Section 6* of tha PFMA

1. If acquisition does not exceed 2% of the 31
December 2012 audited asset bass value
(which equates to R 3.9 billion), however the
Department should ra calve a detailed
notification for all acquisition and disposal ot
assets above R 2 billion.

1. If partnership Is specified In business plan.
2. If participation Is not specified In corporate

business plan but risk Is R100m or below.

1, II participation or disposal Is specified In
corporate business plan,

2. If participation or disposal Is not specified in
corporate business plan but capital risk Is
R100m or below.

1. If such commencement/cessation Is specified in
corporals business plan.

2, If such commencement/cessation Is not
specified In corporate business ptan but capital
si risk is R100m or below.

The Shareholder representative haroby determines tha materiality limit for reporting In terms of section 55 (2) (bj (I), (II) and (ill) is
R25 million.

RESTRICTED
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ANNEXURE F: CAPITAL EXPENDITURE

Project
Estimated Total

Cost (ETC)
R'm

Date of
completion

[ I ) Est%
completion at

yearend
31/03/2013

Target %
completion at

year end
31/03/2014

^Schedule
Performance

Index

WCost
performance

Index

Projects which have reached the execution phase - Front End Loading (FEL) 4

1. Coal Line expansion to 81 mt

2. Acquisition of 35 Electric Locomotives for GFB

3. Acquisition of wagons for MDS<lf l

4. Ngqura Container Tarmlnal Ph2A

5. New Multi-Product Pipeline •

6. Reconstruction of sheetpBe quaywalls at Maydon Wharf

7. Straddle carrier replacement

6. Acquisition of 465 Diesel locomotives for MDS volume growth

9. Acquisition of 593 Electric Locomotives for MDS volume growth

5,100

2.659

19.595

1.099

23.400

1.514

1,309

13,262

24,834

Mar-18

Mar-14

Beyond 2019

MaM4

Dec-13

Dec--) 6

Mar-16

Beyond 2019

Beyond 2019

18

10.2

10

10

7C

14

0

0

0

32

20.7

19.60

65

58

15

11

0

0

2 0.90

2 0.90

2 0.90

2 0.90

£0.90

2 0.90

2 0.90

a 0.90

2 0.90

2 0.90

iO.90

2 0.90

2 0.90

2 0.90

2 0.90

£0.00

20.90

fc0.90

Projects which ara yot to reach the execution phase

10. Expansion of the Ore Line to 82,5ml<Q

11. Coat export Dne expansion to 97 Mtpa((>

12. Manganese expansion to 16mtw

13.Swaziland rail link'0

14. Waterberg expansion to 16ml

15. Deepening of DCT berths

10,888

6.219

11.345

5.000

5,090

4,500

Dec-17

Beyond 2019

Mar-21

Mar-18

Beyond 2019

Mar-19

FEL 3:23

0

FEL 3:71

FEL 2:75
FEL 3:4

FEL 3:25

0

FEL 3:100

0

FEL 3:100

FEL 2:100
FEL 3:100

FEL3:100

0

na

na

na

na

na

na

na

na

na

na

na

na

(a) Percentage of completion certified as per acceptable standards
(b) Scheduled Performancs!(idex=Bud9at cost ofwork performed/Budget of work scheduled
(c) Cost Performance lndex=Budgetad costs of work perfumed/Actual cost of work perform
(d) The majority or projects making up thess grounds do not yet have the appropriate Delegation of Authority approval.
(e) The majority of projects making up these Major groups are at various FEL slages and therefore there Eelimated Total Cost is subject change
(0 Updated risk assessment per project reported on quarterly basis.

RESTRICTED 18
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ANNEXUREG; ENERGY EFFICIENCY

Electricity Energy Efficiency

RESTRICTED

Division

TFR Traction

TFR Real Eslata

TP

TPL

TPT

TNPA

TRE

Unit of Measure

glWKWh

kWh/m2

kWh

Ikm/kWh

lon/kWh

employee/kWh

man-hour/kWh

% Efficiency gain
YoY

* 1 %

*2%

S5V.

a i %

12%

2 4%

i 4 %

Fuel Energy Efficiency

Division

TFR Traction

TPT

TRE

Unit of Measure

gtkAHre

ton/litre

man-hour/Hire

% Efficiency gain
YoY

* 1 %

a 2%

a 4%

Reporting Standards applied

SustalnabHily Rgporl 2013

Integrated Report 2013

Global Reporting Initiative Guidelines, United Nations
Global Compact Principles

King III, Companies Act, International Integrated Reporting
Council framework

0057-0365-0001-0019
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1 Interpretation and Definitions

The following words and expressions bear the folio- ing meanings, unless the context indicates otherwise:-

1.1 "Board" means the Board of Directors c : the Company and includes the Board when it acts in the capacity
as the Divisional Board of the deemed Aihority under the National Ports Act No. 12 of 2005;

1.2 "Board Reserved Matters" means makers reserved by the Board as set out in Annexure A1 of Written
resolution 2011/P2;

1.3 "CAPIC" means the Capita! Investment Committee, a committee of the Group Executive Committee which
has been established to m2ke decisions jgarding capital expenditure;

1.4 "CE" means Chief Executive of an Oper ling Division;

1.5 "Chairperson" means the person who h appointed as the Chairperson of the Board as per the MOI;

, - ! . 1.6 "Company" means Transnet SOC Ltd ir :!uding its Operating Divisions and Specialist Units, with registration
; V _ number 1990/000900/30 and 'Transnet' shall have a corresponding meaning;

<- j ^W 1 -7 "Company Strategy" means the sfratec' for the Company as approved from 8me to time by the Board;

I ] 1.8 "Consultant" means a peison, or partr rs in a firm, or a company or a close corporaSon who can provide

expert or specialised advisory skills, but deludes anyone who also carries out the physical work or provides
the end product for Transnst based or his own professional or expert advice. Such consultancy service
normally pertains to a specific prajeci a id therefore non-repetitive in nature and confined to design work,

I ; j investigation, or advice on management, inancial, business or technical matters;

In short, a consultant does not supply if: 3 ultimate end product, but merely gives a recommendation, based
1 on his expertise, of the best solution to s specific problem. That proposed solution, if accepiable to Transnet,

I j still has to be acquired, built or erect' i by another party and may or may not be connected with the

consultant. Excludes any professiona services procurement package included in the approved asset
• •> procurement package plan for and apprc ed physical asset project

1.9 "De legat ion of Author i ty F ramework ! l neans this document, recording the nature and extent of authorities
required in order to implement certain s- Jons by or on behalf of the company, including any sub-delegation
of authority where permitted and "Deles S o n " shall have a corresponding meaning;

1.10 " F R M F ' mean Financial Risk Managem nt Framework

1.11 " G C E " means Transnel Chief Executive sf the Company;

54.., 1.12 " G C F O " means Transnet Chief Rnancis Officer;

1.13 " G C S C O " means Transnet Chief SuppN Chain Officer;
1.14 "G roup Execut ive Commit tes" or " C o u p E x c o " means the executive committee established to take

responsibility for the day to day executic of strategy and running of the Company;
1.15 "G roup Execut ive or Group Execut i e nominee" refers to the Group Executive-responsible for the

supporting business or his/her nominee;

I
I
I
I

1 1.15 "International agreements" means agreements entered into with entities incorporated in foreign

I jurisdictions or which are required to 13 construed in accordance with the laws of a foreign jurisdiction

including the neighbouring countries;
• I 1.17 "Memorandum of Incorporation" or "MOI" means the constitutive documents of the Company, asI

J i 1.19 Operating Divisions means the Oper.* ing Divisions of Transnet, namBly, Transnet Freight Rail, Transnet
Engineering, Transnet National Ports At horrty, Transnet Port Terminals and Transnel Pipelines;

I
I
I
I

amended;

1.18 "Neighbouring Countries" means cou; tries sharing a border with the Republic of South Africa;

Delegation of Authority Framework-effective 1 June 2013 Page 3
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; •

1.20 "PFMA" msans the Public Financia! Management Act 1 -" 1999 (as amended), read together with its
regulations' induding Treasury Regulations;

1.21 "Prescribed Officer" means a person who, within a con- jany, performs any function that has been
designated by [he Minister of Trade and Industry in terms of se iion 66(1), read with Regulation 38.

1.22 "Shareholder" means the Government of the Republic of outh Africa represented by the Shareholder
Minister.

1.23 "Shareholder Minister" means the Minister of Public Enterpr :es as defined in !he MOi;

1.24 "Shareholder's Compact" means the shareholder's compac. being an agreement entered into pursuant to
section 52 of the PFMA between the Shareholder representarj. 3 and the Board from time to time;

1.25 "Specialist Unit" mean all business units of Transnet which iave been deemed 'supporting businesses' in
terms of the Company Strategy, these include Transnet Prc :erty, Transnet Foundation, Transnel Capital
Projects and Transnet Corporate Centre. Where a Specialist I lit CE Is not a member of the Group Exco, the
Group Exco member responsible for such Specialist Unit siv I sub-delegate powers to the Specialist Unifs
CE;

1.25 "Subsidiary" means subsidiary as defined in the Companies \ct 71 of 2008 (as amended) and Subsidiaries
shall have a corresponding meaning;

1.27 "Transnet" means the Company with its Subsidiaries and Op- rating Divisions as stated in clause 1.6 above.

1.28 'Treasury Regulations" means the regulations issued in te. ns of section 76 of the PFMA, amended from
time to lime;

1.29 Transnet Total Asset Base: refers to the total value of the -. isets in Transnet and is set at the asset value
indicated in the integrated report for the year; and

1.30 "VAT" means Value Added Tax. All amounts indicated in ihe ocument are exclusive of VAT.

DefegaSonofAulhority Framework-effective 1 June 2013 Page 4
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2 Scope

This Delegation of Authority Framework records ths nai -3 and extent of the authorities delegated by the GCE to
certain employees and members of the Group Exco am rther authorities delegated in order to implement certain
actions by or on behalf of the Company. It includes, to tt i extent necessary anrJ/or incidental thereto, the authority to
discharge all of the duties, obligations and powers impose1 pon the deemed Authority under the National Ports Act 12
of 2005.

3 Application

3.1 This Delegation of Authority Framework applie :o all employees of the Company, including its Operating
Divisions and Specialist Units. It does not apply any of the Company's subsidiaries. The respective Boards

[ of Directors of the Company will prepare the req' :ite delegations of authority for those subsidiaries.

• J " 3.2 The persons set out in clause 5 below are gran! f the power and tor authority to perform their functions and
responsibilities subject to the limits of authority c :iined in clause 5 below, provided that the exercise of such

| power and/or authority in terms of this delegsHoi •> not in conflict with the foflowing:

'• (' : l - Board Reserved Matters;
' l '"'•*•• - Memorandum of Incorporation;

/ - Company Strategy;
' - Shareholder's Compact;

the Corporate Plan, Annual Budget a ! Borrowing Strategy and/or Funding Plan of the Company
1 as approved by the Board from time tc me;
{ - Enterprise Risk Management Framev, x;and

Any approvals by tha Board and the .' : lister of Finance for the delegation of the power to borrow
money or issue a guarantee, indemnii )r security, or enter into any other transaction that binds or
may bind the Company to any future fi ^ncial commitment in terms of secfion 66 of ihe PFMA,

3.3 This Delegation supersedes any prior Delegat: 3 of Authority Framework and takes effect upon the date
determined by the Board of Directors.

3.4 Any proposal for amendments to this Delsga!; 1 or to the authorities or the authorities delegated in this
Delegation must be submitted in writing to the " 3nsnet Company Secretary for consideration and approval
by the Board of Directors,

4 Delegating Powers

4.1 A person authorised to exercise any of the authorities se ut In clause 5 below ("original bearer of authority") may, in
j ^ writing, sub-delegate to his/her subordinate ('designate') .ring his/her temporary abs'ence or for an indefinite period,
"' "j •} -j provided:

4.1.1 the authority is conferred by way of a certificate signed ' (he original bearer of authority, naming and Identifying ths
designate, and the extent of the authority which is sub-de- ;ated to the designate;

4.1.2 the sub-delegated authority shall only be exercised v •iin the original bearer of authority's respective area of
responsibility; and — •

4.1.3 the sub-delegated authority may be revoked at any time t he original bearer of authority.

4.2 Unless otherwise specifically indicated, approval of any the matters listed in clause 5 below may be granted by a
designate.

4.3 With respect to all matters and authorities specifically iis' i in clause 5 below, the delegated authority by the GCE to
bind the Company is in regard to any business activity or nsaction (or a series of related transactions) and is subject
to ths value in ths aggregate of at payments or any cons; ration made or to be made for any such business activity or
transaction® being complied with.

4.4 The original bearer of authority or designate must ensu . that all the necessary procedures and/or approvals have
been fulfilled prior to exercising any of the matters and au orities listed in clause 5 below.

Delegation ol Authority Franewrale- effective 1 Juna2013
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5 Company Authorities

Limits of authority have been delegated by the Board of Directors to the Transnet Group Chief Executive. In the
interest of good corporate governance, approval structures have been established in the Company. Requests for
approval must follow the approved governing processes and structures for recommendation but the final approval
vests with ihe delegated Individual (for example C£, GCFO, GCE) as reflected in the specific delegations set out in this
document.

In cases where business requirements necessitate that approval be obtained from the delegated authority without the
review and recommendation by the relevant governance structures (CAPIC, Group Exco, eta) this must be reported to
the relevant governance structures immediately thereafter.

The authority to approve the Annual Corporate Ran and Budget of the Company vests with the Board of Directors,
provided that it must be submitted to the Shareholder in terms of Section 52 of Ihe PFMA.

5.1 Capital Expenditure

NOTE 1: Capital expenditure may only be authorised if the project has been so approved by CAPIC or the
relevant divisional CAPIC in accordance with the limits set out in this Delegation of Authority
Framework and capital funds have been allocated in the annual Budget of the Company.

NOTE 2: Capital expenditure may only be authorised if the project has been approved and a warrant number
has been issued by the relevant authority. All requests for capital expenditure exceeding the
Divisional CE's limit must be submitted to the project administrator at Transnet Financial Planning.

5.1.1 CAPEX in approved budget/Corporate Plan: To commence projects

* '

Approval
Authority - •

Operating
Divisions

Approval
Authority -+

Specialist
Urils

OD
ExcoJCE
excluding

TfR
Up to but
not
exceeding
R200m

TFR
Exco/CE

Up to but
nol
exceeding
R400m

Group Exco Member

Up to but nol exceeding
R20m

Transnet
CAPIC/GCFO

Up to but not
exceeding
RBOOm

Transnet
CAPIC/GCFO

Up to but not
exceeding
R800m

Group
Exco /GCE

Up to but
not
exceeding
RIDOOm

Group
Exco/GCE

Up to but
not
exceeding
RIOOOrh

Board
Acquisitions and

Disposals
Committee

Up to but not
exceeding
R2O00m

Board
Acquisitions and

Disposals
Committee

Up to but not
exceeding
R2000m

Board

Up to but net
exceetJing
R3900m

Board

Up to but not
exceeding
R3900m

Sharehc'der
Minister

Exceeding
R3900m

Shareholder
Minister

Exceeding
R3900m

'Refer to Materiality and Significance Framework. If the set limit (R3900m) is exceeded then the Board has to consider
and recommend to Shareholder Minister for approval.

• Approval limits are per individual prqect, reported on a monthly baas to Group Financial Planning.
• Amounts indicated above exclude the capitalisation of borrowing costs.
• All ICT projects requiring Transnet approval must be signed off by die Head: Enterprise Information

Management Services.
• Board Acquisitions and Disposals Committee refers to the Acquisitions and Disposal Committee of the

Board. Group Exco/GCE to be the final approval gate for all capitalisation of maintenance projects (COPEX)
irrespective of the value of the project provided that it has been induded in the Corporate Plan.

• Front end loading (FEL) studies for level 1 and 2 may be approved in terms of the operating expenditure
DoA, FEL 3 studies may be approved as standalone (excluding execution) per the above table. Please refer
to the Accounting Policy for Conceptual, Pre-feasibility and Feasibility Studies when capitalising FEL studies.

• Approvals exceeding R2000m but less than R3900m In ETC are to be reported to the Shareholder Minster

• DelegsBon of Authority Frameworic-effective 1 June 2013 Pages
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5.1.2 Unforeseen CAPEX {not included In budget/Corporata Ban)

Approval
Authority -»

Operating
Dfvisbns

Approval
Authority —»

SpecIaHsl Units

ODExco/CE
excluding

TFR

Up to but not
exceeding
R50m

TFR
Exco/CE

Up to but
not
exceeding
R75m

Group Exco Member

Up lo but not exceeding
R20m

Transnet
CAPIC/GCFO

Up to but not
exceeding
R400m

Transnet
CAPIC/GCFO

Up to but not
exceeding
R400m

Group
Exco/GCE

Up to but not
exceeding
R500m

Group
Exco/GCE

Up lo but not
exceeding
R5Q0m

Board
Acquisitions and

Disposats
Committefi

Up to but not
exceeding
R1000m

Board
Acquisitions and

Disposals
Committee

Up to but not
exceeding
R1000m

Board

Up to but
not
excsedinq
R390Orr,

Board

Up to but
not
excsedio
R3900m '

Shareholder
Minister

Exceeding
R3900m

Shareholder
Minister

Exceeding
R3900m

•Refer to Materinlity and Significance Framework. If the set limit (currently R3900m) is exceeded than the 8 :ard has to
consider and recommend to Shareholder Minister for approval.

• All unforeseen Capex approved by Operating Divisions/Specialist Units within (heir delegated au' ority, must
be reported on a quarterly basis to Group Financial Planning.

• Amounts indicated above exclude the capitalisation of borrowing costs.
• All ICT projects requiring Transnet approval must be signed off by the Head: Enterprise nformation

Management Services
• Approval limits are per project al Operating Divisional level subject to an aggregate divisional lirr t of R200m

per annum and R400m for TFR on condition that divisions remain within their annual approved c: )ital budget
(refer to 5.1.3.1).

• Divisional investment committees are to monitor ihe limits pertaining to the respective OD and to escalate
submissions to Transnet if the respective OD limits are reached.

• If an unforeseen project will result in the divisional 7 year investment plan being increased then Iroup Exco
needs to be approached for approval

5.1.3 Increase In Estimated Total Cost (ETC) of Existing/Approved Projects

Approval Authority

Operating Divisions

Approval
Authority -+

Specialist Units

OD Exco/CE
excluding TFR

ETC may be
increased to a
maximun of
R200m,
increases
beyond this
amount may
only be
approved at
Transnet Level

TFR Exco/CE

ETC may be
increased to a
maximum of
R4Q0m,
increases
beyond this
amount may
only ba
approved at
Transnet Level

Group Exco Member

ETC may be increased lo a
maximum of R20m, increases
beyond this amount may only be
approved at Transnet Level

Transnet
CAPIC/GCFO

Uptobutnol
exceeding
R800m

Transnet
CAPIC/GCFO

Up lo but not
exceeding
R800m

Group Exco/
GCE

Up lo but not
exceeding
R1000m

Group Exco/
GCE

Up to but not
exceeding
R1000m

Board
Acquisition 3
and Dispos !s

Commits

Uplobulno-
exceeding
R1400m

Board
Acquisitic; s
and Dispos Is

Committa i

Up lo but no
exceeding
RHOQm

Board

Exceeding
R1«J0m

Board

Exceeding
R1400m

Increase in ETC of projects already approved by the Shareholder Minister must be rep rted to the
Shareholder Minister if th8 increase is in excess of 15%. '

Delegation of Authority Framework-effedVa 1 June 2013 Page 7
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Ail 1GT projects requiring Transnet approval must be signed off by the Kssd: In.'
Services.

All cost increases in excess of 25% of the approved budget for a project must b

CAPIC/GCFO.

Amounts indicated above exclude the capitalisation of borrowing costs. Increases in

due to the capitalisation of borrowing costs may be approved by the OD Exco/
capitalisation of borrowing costs are to be managed separately and may not be
Interchangeably.

rmation Management

reported to Transnet

-TC of a project solely
E Project costs and
jxpended on projects

5.1.3.1 Any increase in excess of the annual approved capital investment budget must be submitted to ransnet CAPIC/GCFO
for approval.

5.1.4 Asset Write-off/Scrapping: Movable Assets

Approval
Authority—*

Operating
Divisions

Approval
Authority -+

Specialist
Units

OD Exco/CE
excluding TFR

Up to but not
exceeding

R10m

TFR
Exco/CE

Up to but not
exceeding

R5Cm

Group Exco Member

Up to but not exceeding R5m

Transnet
Capic/GCFO

Up to but not
exceeding

RIOOm

Transnet
Capic/GCFO

Up to but not
exceedng

R100m

Group
Exco/GCE

Up 1o but not
exceeding

R250m

Group Exco/
GCE

Up to but not
exceeding

R250m

B 3rd
Acqi, ilb'ons
andD ;posals

Ccr nittee
Up I- 5ut not
exc sding

P.; X)m
E 3rd

Acq'. jitions
and C sposais

Con nittee

Up k but not
exc sding

R 30m

Board

Exceeding
R700m

Board

Exceeding
R700m

'Refer to Materiality and Significance Framework. If the set limit (currently R390Om) is exceeds ihen the Board has to
consider and recommend to Shareholder Minister for approval.

• The above amounts refer to net book value and are a cumulative annual limit. Writ
above R50m in the case of TFR must be reported to Transnet CAPIC/GCFO quarter!;.

• Divisional investment committees are to monitor the limits pertaining to the respec:
submissions to Transnel if the respective OD limits are reached.

•offs above R10m and

e OD and to escalate

5.1.5 Asset wrile-off/Scrapping/Demolition of Immovable Assets (excluding land) e.g. building . structures

Approval
Authority ->

Operating
Divisions

Approval
Authority -»

Specialist
Units

OD Exco/CE
excluding TFR

Up to but not
exceeding

RiOm

TFR
Exco/CE

Up to but not
exceeding

R50m

Group Exco Member

Up to but not exceeding R5m

Transnet
Caplc/GCFO

Up to but not
exceeding

R150m

Transnet
Caplc/GCFO

Up to but not
exceeding

R100m

Group Exco/
GCE

Up to but net
exceeding

R250m

Group
Exco/GCE

Up to but not
exceeding

R250m

E ird
Acqi. >itfons

and C ;posals
Cor: nittea
Uptr sutnot
exc sding

R'XJm
£ aril

Acqi: sHJons
and t ;posals

Cor.- nittee
Up Lbut not
exr • eding

P.: Mm

Board'

Exceeding
R300m

Board"

Exceeding
R300m

'Refer to Materiality and Significance Framework. If the set limit (currently R3900m) is exc? ded then tha Board to
consider and recommend to Shareholder Minister for approval.

• The above amounts refer to an estimated market value at that point in time and ara a

• Divisional Investmenl committees are to monitor the limits pertaining to the respec:
submissions to Transnet if the respective OD limits are reached.

• Write-offs below R10m and below R50m in the case of TFR must be reported to "ransnet CAPIC/GCFO
quarterly.

•umulativB annual limit,

'e OD and to escalate

De!ega8on Q( Authority Fratnewrii -effective 1 June 2013 Page!)
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5.1.6 Disposal of Movable Assets (excluding sale of scrap)

Approval
Authority - *

Opsrafing
Divisions

Approval
Authority-*

Specialist
Unils

OD Exco/CE*

Up to but not
exceeding R50m

Group Exco
Member

Up to but not-
exceeding R5m

Transnet
Capic/GCFO

Up to bu! not
exceeding R100m

Transnet
Capic/GCFO

Up to but not
exceeding R100m

Group Exco/GCE

Up lo but not
exceeding R250m

Group Exco/GCE

Up to but not
exceeding R2S0m

E ard Acquisitions
and Disposals

Committee

Up to but not
. xeeding R700m

E ard Acquisitions
md Disposals

Committee

Up to but not
: needing R700m

Boarcirf

Exceeding
R700m

Boards

Exceeding
R700m

•The above amounts refer to an estimated market value and are subject to a cur dative annual limit of R200m. For
sale of scrap please refer to 5.5.1.

• Divisional investment committees are b monitor the limits pertaining to th r OD and to escalate submissions
to Transnet ones the respective OD limits are reached.

• #Refer to Materiality and Significance Framework. If the set limit (currently }3900m) is exceeded then the
Board to consider and recommend to Shareholder Minister far approval.

5.1.7 Management's Intervention in addressing non-compliance with regard ta the - proval of capital projects

Approval Authority ->
Operating Divisions
Acoroval Authority - •
Specialist Unils

ODCE
Nil

Group Exco Member
Nil

GCFO
Nil

GCFO
Nil

GCE
Unlimited

GCE
Unlimited

• Together with the application for approval of non-compliance, the requsst • must advise on the
steps/corrective measures taken to avoid a repeat of the transgression wi- in 30 days of the transgression
being discovered.

• If the approval of non-compliance results in the annual divisional budget t ng exceeded, then the request
must be submitted to Transnet CAPIC for approval (refer to 5.1.3.1).

5.1.B Alienation/acquisition of Immovable property (land and servitudes)

Approval
Authority —>

Operating
Divisions

Approval
Authority—*

Specialist
Unils

OD Exco/CE
excluding TFR

Up to but not
exceeding RIOm

TFR
Exco/CE

Up to but not
exceeding

R50m

Group Exco Member

Up to but not exceeding R1m

Transnel
Capic/GCFO

Up to but not
exceeding

R200m

Transnet
Capic/GCFO

Up to but not
exceeding

R200m

Group
Excc/GC

Up to but r t
exceedir-'

R350m

Group
Exco/GC

Uptobutr I
exceedir-

R350m

Board
Acquisitions and

Disposals
Committee

Up lo but not
exceeding R5Q0m

Board
Acquisitions and

Disposals
Committee

Up to but not
exceeding R500m

Board*

Exceeding
R500m

Board*

Exceeding
R500m

'Refer to Materiality and Significance Framework. If ths set limit (R3 900m) is exce* sd then the Board lo consider and
recommend to Shareholder Minister (or approval.

• Approval limits are per transaction and are with reference to market value

• All transactions entered into in terms of ths above must be reported to Tr?

• Only immovable property on the non-core list, may be disposed of (refer

bs done through the Specialist Unit, Transnet Property.

• Amounts indicated above exclude the capitalisation of borrowing costs.

snet CAPIC/GCFO

) 5.1.B.1), such disposal may only

DdegaBon of Authority Frameworit - effective 1 June 2013 Page 9
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5.1.8.1 Newly Identified properties to be Included on the non-core list (Book value of individual properties)

5.2

GE: Transnet Property

Up to but not exceeding
R50m

GCFO

Up to but not
exceeding RIOOm*

GCE

Up to but not
exceeding R200m

Board Acquisitions and
Disposals Committee

Up to but not exceeding
R300m

Board

Exceeding R300m

These disposals must be reported to Transnet Capic/Group Exco/Board Acquisitions and Disposals
Committee/Transnet Board.

Treasury

Treasury Policies and Strategies

Approval Author i ty - *

Financial Risk
Management Framework

Group
Treasurer

Recommend

GCFO

Recommend

GCE

Recommend

Audit
Committee

Recommend

Board

Approve

NOTE 1: In respect of all transactions set out in paragraphs 5.2.1 to and inciuding 5.2.10, the necessary legal
advice must be obtained where applicable and persons executing such transactions must comply fully
with the applicable Enterprise Risk Management Framework and any revised limits determined in terms
of such framework and the provisions of the PFMA and, when in doubt, persons must consult the
Treasury Compliance Officers and Transnet Finance or Transnet Legal Services.

NOTE 2: Only approved financial instruments as approved in terms of the applicable Treasury Financial Risk
Management Framework approved by the Board and subject to such limits determined in accordance
with such framework may be utilised in the Treasury operations.

5.2.1 (nterTransnet Debt (Treasury inter Transnet debt write-off)

Approval Authority - »

Operating Divisions

Specialist Units

Deputy Treasurer;
Back Office

Up to but not
exceedinq R5m

Up to but not
exceeding R2m

Group Treasurer

Up to but not exceeding
R10m

Up to but not exceeding
R10m

GCFO

Up to but not
exceeding R20m

Up to but not
exceeding R20m

GCE

Exceeding R20m

Exceeding R20m

All breaches of the above limits to be reported to the Audit Committee.
External debt v/rile-off on financial instruments due lo counfer-party liquidation may only be approved by the GCE.

5.2.2 Maximum annual loss on all repo activities (Realised and unrealised)

Approval
Authority—v

Group

Traders and

Chief Trader

Up to but not
exceeding R1m

Deputy
Treasurer: Front

Office

Up to but not
exceeding R1.5m

Group Treasurer

Up to but not
exceeding R2.5m

GCFO

Up to but not
exceeding
R5m

GCE

Exceeding R5m

All breaches of the above limits to be reported to the Audit Committee

Note: The above limits are aggregate desk limits

5.2.3 Buy and sellback and sell and buyback transactions (Expressed In nominal terms)

Approval
Authority
—+

Group

Duration
limit

Traders and
Senior Traders

Up to but not
exceeding R250m

2 weeks

Chief Trader

Up to but not
exceeding R500m

3 weeks

Deputy
Treasurer: Front

Office

Up to but not
exceeding R750m

1 month

Group Treasurer

Up to but not
exceeding R1000m

1 month

GCFO

Exceeding R1
000m

> 1 month

Delegation of Authority Framewort - effective 1 Jura 2013 Page 10
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AH breaches of the above limits (amount or tenure) to be reported fo the Audit Committee.
Approval limits are per transaction/event

5.2.4 Foreign Exchange Spot Transactions Operational payments, not related to hedging, early take ups or
extensions (expressed in USD equivalent)

Approval
Authority
—•

Group

Traders

Up to but not
exceeding an
aggregate
equivalent of
$20mperday
(desk total)

Chief Trader

Up to but not
exceeding an
aggregate
equivalent of
$40mperday
(desk total)

Deputy
Treasurer:

Front Office
Up to but not
exceeding an
aggregate
equivalent of
$100mperday
(desk total)

Group Treasurer

Up to but not
exceeding an
aggregate of $250m
per day (desk total)

GCFO

Exceeding a daily
equivalent of $250m
(desk total)

All breaches of the above limits to be reported to the Audit Committee.

5.Z5 Foreign Exchange Hedging Transactions New hedges or re-alignment of existing hedges (expressed in USD
equivalent)

Approval
Authority —*

Group

Tenure

Deputy Treasurer
Middle Office

Submissions not
exceeding $10m

Not exceeding 18
Months

Group Treasurer

Submissions not exceeding
$100m

Not exceeding 3 years

GCFO

Submissions exceeding $100m

Exceeding 3 years

All breaches of the above limits (amount or tenure) to be reported to the Audit Committee.

5.2.6 Foreign Exchange Hedging Transactions: Extensions, early take ups (expressed in USD equivalent)

Approval
Authority

Group

Traders

Not exceeding an
aggregate equivalent
of $20m per day (desk
total)

Chief Trader

Not exceeding an
aggregate equivalent
of?50m per day(desk
total)

Deputy Treasurer:
Front Office

Not exceeding an
aggregate equivalent
of 5100m per day
(desk total)

Group Treasurer

Exceeding an aggregate
ofSiOOm per day (desk
total)

All breaches of the above limits to be reported to the Audit Committee.
Note: Where no specific limit is mentioned, the FRMF policy on foreign exchange rate risk will apply.

5.27 Approval of FX hedges to be hedged by external suppliers on their balance sheet for goods/services to be
delivered to Transnet in respect of Rand agreements involving foreign content

Approval
Authority —•

Group

Traders

Not exceeding
$10m

Chief Trader

Not exceeding
$25m

Deputy Treasurer:
Front Office

Not exceeding
$50m

Group Treasurer

Exceeding $50m

All breaches of the above limits to be reported to the Audit Committee for noting.
The above limits are applicable per agreement
Note; The Business Units must always obtain quotes on FX forward rates and liaise with the Treasury Trading desk
that will verify the rales to ensure it is market related. The Business Units can only enter into the FX hedges with the
supplier once the rates are accepted by the Treasury Trading desk via e mail. Once the above approvals are obtained,
the Treasury Traders will provide sign off on the rate acceptance. \

Delegation of AuftorityFramevYort-effedivsi June 2013 Page 11
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Approval
Authority - »

Group

Tenure

Notional Amounts

Notional amount of hedge expressed in
USD (FX loans and leases)
Notional amount of hedge expressed in
ZAR (ZAR loans and leases)

Group Treasurer

Up to but not exceeding
$100m
Up to but not exceeding R1
000m
Not exceeding 5 years

C- :FO

Exceeding '. 100m .

Exceeding ? 1000m

Exceeding : years
All breaches of the above limits to be reported to the Audit Committee.
Note: Where no specific Bmit is mentioned, the FRMF policy on interest rate risk will apply.
The above limits are applicable per hedging submission.

5.2.9 Hedging of fuel risk exposures {commodity risk)

Approval
Authority —••
Tenure
Notional hedge
expressed in RAND

Group Treasurer

Not exceedinq 6 months

Not exceeding R250m

GCFO

Not Exceedinq 18 months

Exceeding R250m

All breaches of the above limits to be repotted to the Audit Committee.
Note: The maximum hedge should not exceed 75% of annual budgeted consumption inclusive of energy i vy income.
The above limits are applicable per hedging submission.
Note: Where no specific limit is mentioned, the FRMF policy on commodity risk will apply.

5.2.10 Granting of InterTransnet Loans (Interest-bearing only) to divisions/subsidiaries

Approval
Authority —»

Operating Division

Subsidiary

Deputy Treasurer:
Front Office

Up to but not
exceeding R750m
Up to but not
exceeding R10m

Group Treasurer

Up to but not exceeding
R1000m
Up to but not exceeding
R25m

GCFO

Exceeding R1000m

Exceeding R25m

These above Bmils are cumulative per financial year.

5.2.11 Letters of Credit

Approval
Authority —»

Transnet

Deputy Treasurer.
Front Office
Up to but not

exceeding R100m

Group Treasurer

Up to but not
exceedinq R200m

GCFO

Up to but not
exceedinq R300m

GCE

Exce: JngR300m

All breaches of the above limits to be reported to the Audit Committee.
The above limits are per letterof credit.

Funding Portfolio

NOTE 1: Only derivatives approved in terms of the applicable Financial Risk Management Fra;. awork and
subject to such limits determined in accordance with such framework may be utilised to hedc any risks.

NOTE 2: The total nominal funding amount per financial year in respect of Bonds and any o; er funding
transactions shall ba as determined per Board approved/Board amended Funding/Borrowinc ^lan.

NOTE 3: A. Signatories mean, subject to such approvals by the Board.and tha Minister of Finance i terms of
section 66 of the PFMA as may ba applicable, the Group Treasurer and any other officer sc lesignated
in writing by the GCFO.

B. Signatories mean, subject to such approvals by the Board and the Minister o( Finance l terms of
section 66 of the PFMA as may be applicable, persons so designated in writing by the Group Treasurer.

Delq;tfon of Authority Framework-effedival Jwe2013 Page 12
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5.2.12 Loan/Funding documentalion approvals par instrument per financial year

Approval Authority —»
Tapping of bonds

Bank Loans pncluding
overnight facilities)
Commercial Paper

ECA supported funding

New bond issues (in approved
funding plan)
Development funding

Foreign funding
Any other source of funding not
stipulated above

Group Treasurer

Up to but not
exceeding R1bn

Up to but not
exceeding R250m
-

Up to but not
exceeding R250m
-
-

GCFO
Not exceeding R5bn
(Electronic signatures are
utilised on pricing
supplements as per standing
approval)
Up to but not exceeding
R25bn
Not exceeding R5bn
(Electronic signatures are
utilised on pricing
supplements as per standing
approval)
Up to but not exceeding R1 bn

Up to but not exceeding R1 bn

Up to but not exceeding R1bn

Up to but not exceeding R1bn
Up to but not exceeding R1bn

GCE
E ceeding R5bn
f-:ectronic signatures are
u Ssed on pricing
£ pplements as per
$; :ndinq approval)
E ceeding R2.5bn

E ceeding R5bn
(•ectronic signatures are
t- Ised on pricing
s pplemenis as per
s' inding approval)
E ceeding R1bn

E ceeding R1bn

E ceeding R1bn

E ceeding R1bn
E seeding R1bn

The above is further subjected to the following annual aggregate limit

Pvi.Sbn RIObn
L lited to the annual
E ard approved
b rawing plan *

The above is subject to the following:
• Be executed in accordance with the approved strategy as incorporated in ths Corpor: 3 Plan (including any

approved amendments).
• Be within the laid down cash holding limits of Transnet.
• All breaches of the above limits to be reported to the Audit Committee.
• * The GCE can increase funding requirements up to 10% of Board approved borrowinr )lan and needs to be

ratified by Board.

5.Z 13 Signing of legally binding agreements in respect of Treasury related activities
(Including ISDA, ISMA agreements and Bank facilities)

Only the GCE and/or the GCFO have authority to sign. Ths Group Treasurer may sign with - specified delegation of
authority. '

5.2.14 Counterparty Llm'rts: Setting of Limits

Approval Level

Group Treasurer

Price Risk Limits <R25m3

Recommendation of Bond
Issue and Bond Issuer Limits
Recommendation of
Settlement Limits2

Recommendation of limits
where Transnet is exposed to

GCFO

Price Risk Limits <
R250m'
Approval of Bond Issue and
Bond Issuer Limits
Approval of Settlement
Limits*
Approval of limits where
Transnet is exposed to

GCE

Price Risk Limits <
R500m3

1

B- .rd Audit Committee
Cc nter Party Risk
Lirr. :s*

DstegaSon of Authority Framevraric- effective 1 June 2013 Page 13
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counteiparty issuer risk as a
result of advance payment
guarantees, performance
bonds, retention bonds etc.
issued under supplier
agreement/contracts3

counterparty issuer risk as a
result of advance payment
guarantees, performance
bonds, retention bonds etc.
issued under supplier
agreement/contracts3

Note: Where no specific limit is mentioned, the FRMF policy on Counter Party Risk will ppfy.
Note1: The approved counterparty risk may be utilised for price risk, investment risk as v II as issuer risk (in respect of

advance payment guarantees, performance bonds, retention bonds etc.) as lor. as the sum of the individual
exposures remains within the overall Audit Committee approved risk limit.

Note2: Settlement risk limits are set at 1.5 times the approved counterparty limit as sfipi ated in the FRMF and will be
approved with the counterparty limit

Note * In respect of counterparties not approved by Audit Committee

2.15 Appointment of Commercial Bankers and the Opening of Bank Accounts

All OD/SU

Process (o follow

Group Treasurer

Recommendation to open bank accounts
and the appointment of bankers.

GCFO

Approval of aw bank accounts and the
appointment c aankers and the approval of alt
documsntatior relating to such accounts,
including elect: nic banking documentaSon.

There is no delegation to any OD/SU to appoint comrns id bankers or to open bank
accounts, domestically or internationally; only the GCFO may lake such appointments.

2.16 Establishing financial policy with regard to insurance

Authority Level GCFO after consulting wi',' Chief Risk Officer. (Insurance
role moved to Group Tr:: sury according to the PWC
Benchmarking Exercise Rec rt)

Board Risk Committee to approve.

Authorisation of cheque signatories, Test keys and EFT's

Signing Cheques

Signing Test keys for paying/receiving
Electronic transfer of funds

Two A signatories or one A .; id one B signatory

Two A signatories or one A ; id one B signatory
Two A signatories or one A : id one B signatory

L18 Payment instructio ns an d confirmation notes

Signing payment instructions/ receipts/ settlement
instructions:

Signing confirmation notes in respect of approved
financial transactions executed:

Two A signatories or ie A and one B signatory

One; signatory

2.19 Approval of Annual Borrowing Plan

Group
? sard

Approve the annual borrow j plan for execution by Treasury

Annual borrowing plan to be recommended by the Group Treasurer, GCFO 2nd tha A fit Committee for approval by
the Board.

: 120 Authorisation to enter into binding transactions

Group

Group Treasurer
Authorise Treasury employe s to enter into binding financial
transactions on behalf of the fransnet

•sgaftMolAuthorityFrameworts-effedwai Jur»2O13 PagsU
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5.2.21 Issuing of Guarantees (subject to requirements of section 66 of the PFMA)

Transnet

Group Treasurer
Up to but not exceeding
R25m

GCFO
Up to but not exceeding
R200m

GCE
Up to but not
exceeding R500m

Board

Exceeding R500rr.

All breaches of the above fimits to be reported to the Audit Committee.
Limits are per transaction.

5.2.22 Issuing Letters of Support

Group
Board

Only the Board of Directors has authority to issue letters of sup: art

5.2.23 Issuing of security per transaction (subject to section 66 of the PFMA)

Group

Group Treasurer
Up to but not
exceeding R250m

GCFO
Up to but not exceeding
R500m

GCE
Up to but not
exceeding R1000m

Boar 1
Exceeding R 000m

The above limits are per transaction. All breaches of the above limits to be reported to the Audit Committee.

5.2.24 Advance Payment Guarantees (APG) and Performance Bonds (PB) in Supplier Agreements

Notional Value

Issuer Acceptance

00 CFO
Up to but not exceeding

R25m

Treasury
Up to but not exceeding

R75m
All issuers

Group CFO
Exceeding R75m

All Issuers
Tha limits 2rs cumulative per annum
The OD CFO is required to obtain legal acceptance from (he Divisional Legal Department and r Group

Legal in respect of all APGs and PBs
APGs and PBs should be constructed in a manner that they become payable on demand
The minimum long term credit rating requirements may not be less than

o A- from Fitch Ratings or Standard and Poors or
o A3 from Mood/s
o Issuers not rated will not be accepted
o Group Treasury may also consider an equivalent rating from other recognised rating ac ndes as

contained in the FRMF

Delegation of Authority Framework - effective 1 June 2013 Page 15
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5.3 Finance

5.3.1 Bad Debt Write-off

Trade Debtors

Approval
Authority —•
Operating
Divisions

Approval
Authority —»

Specialist
Units

OD Exco/CE*
excluding TFR
Up to but not
exceeding
R10m

TFR Exco/CE

Up to but not
exceeding
R20m

Group Exco Member

Up b but not exceeding
R5m

GCFO

Up to but not
exceeding
R100m

Transnet
Capic/GCFO

Up to but not
exceeding
RIOOm

Group Exco/
GCE

Up to but not
exceeding
R250m
Group Exco/

GCE
Up to but not
exceeding
R250m

Audit
Committee

Up to but not
exceeding
R500m
Board Audit
Committee

Up to but not
exceeding
R500m

Board

Exceeding
R500m

Board*

Exceeding
R500m

'Approval limits are R10m and R20m for TFR per transaction subject to an annual cumulalive limit of R50m and RIOOm
for TFR. Specialist unit Omit is R5m cumulative per annum.

5.3.2 Setting of limits for credit facilities (Trade debfo rs)

Approval
Authority —*

Operating
Divisions

Specialist
UnHs

Divisional
CFO

excluding
TFR

Up to but not
exceeding
RIOm
Up to but not
exceeding
R5m

OD
Exco/CE'
excluding

TFR
Up to but not
exceeding
R20m
Up to but not
exceeding
RIOm

TFR CFO

Up to but not
exceeding
RIOOm

n/a

TFRCE

Up to but not
exceeding
R150m

n/a

GCFO

Up to but not
exceeding
R30Qm
Up to but not
exceeding
R300m

GCE

Exceeding
R300m

Exceeding
R300m

Limits are per individual customer/client Credit limits are to be reviewed on an annual basis. The limits are applicable
subject to the division following the credit evaluation process.
Internal limits between ODs are not applicable.

5.3.3 Issuing of Credit notes

Pi'
Approval
Authority —>
Operating
Divisions
Specialist
Units

Divisional CFO

Up to but not
exceeding R10m

Up to but not
exceeding R5m

OD Exco *

Up to but not
exceeding R20m

Up to but not
exceeding R10m

GCFO

Up to but not exceeding
R300m

Up to but not exceeding
R300m

GCE

Exceeding R3D0m

Exceeding R300m

Limits are per individual credit note and relates to external parties. Issuing of credit notes regarding intemalMerdivisional
transactions must be within the control of the divisional CFOs.
* Excludes the product reconciliation process at Transnet Pipelines where the Divisional CFO" arid Divisional COO
approve transactions arising out of the product reconciliation process.

Delegation of Authority Frameworfi - effecliva 1 June 2013 Page IS
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5.3.4 Exceeding the operational expenditure budget in total for the year (Operating Divisions/Specialist Units)

The Board of Directors to be informed at every meeting of the financial status and latest estimates of the Company

Approval Authority —>

Operating Divisions

Specialist Units

ODCE*

Up to but not
exceeding 5% of
approved budget
Up to but not
exceeding 5% of
approved budget

GCFO

Up to but not exceeding
7.5% of approved
budget
Up to but not exceeding
7.5% of approved
budget

GCE

Exceeding 7.5% of
approved budget to a
maximum of 10%
Exceeding 7.5% of
approved budget to a
maximum of 10%

Boarc

>10%

> 10%

* To be reported quarterly to the GCFO and GCE together with mitigating action plans to ensure that key financial met :s -
are maintained or met.

Delegations for operational transactions that are too detailed to include In the Transnet Delegations of Authc ty
Framework will be determined and applied in terms of the details set out by the CE/GE in conjunction with le
CFO of the respective OD/SU.

5.4 Procurement

At! procurement transactions (including reverse logistics - selling of goods) must fully comply with the approved Trans et
Supply Chain Policy and Procurement Procedures Manual (PPM), as well as the Transnet Capital Projects Construe;; in
Procurement Policy, Processes, Procedures and Methods (CPPPPM) where applicable - Any commercial agreement <.. or
fhe purchase of goods or services) must be signed off by an authorised employee of Supply Chain Managerr, nt
(Procurement) prior to signing of the contract to indicate that all {he steps as per clause 5.5 below have been fclicv id
and that ail procurement related guveinance has been adhered to.

5.4.1 Appointment of Consultants

Approval
Authority -+

Operating
Divisions

Approval
Authority —»

Specialist
Units

ODCE*

Up to but not
exceeding
R25m

Group Exco
Members

R10m

GCFO

Up to but not
exceeding R50m

GCFO

Up to but not
exceeding R50m

Group Exco/
GCE

Up to but not
exceeding R200m

GCE

Up to but not
exceeding R200m

Board.
Acquisitions

and Disposals
Committee

Up lo but not
exceeding
R300m

Board
Acquisitions

and Disposals
Committee

Up to but not
exceeding
R300m

Board

Exceeding
R300m

Board

Exceeding
R300m

'Approval limits are cumulative per annum. Excludes appointment of consultants to perform feasibility studies for cap' 3l
projects.

DetegafionofAu!tiontyFramev/D(fc-effec8vBi June2013 Pag? 7
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5.4.2 Approval to approach the ms ket for Open Tenders
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Approval
Authority —»

Operating
Divisions

Approval
Authority -+

Specialist
Units

ODCEarJ
TCPGE

Up to but no-
exceeding
R450m

Specialist (..nit
HOD

(budget owr--3r)

Up to but no-
exceeding
R75m

GCSCO

Up to but not
exceeding
R525m

GCSCO

Up to but not
exceeding
R525m

GCFO

Up to but not
exceeding
R750m

GCFO

Up to but not
exceeding
R750m

GCE

Up to but
not
exceeding
R1000m

GCE

Up to but
not
exceeding
R1000m

Board
Acquisitions

and Disposals
Committee

Up to but not
exceeding
R2000m

Board
Acquisitions
and Disposals
Committee

Up to but not
exceeding
R2000m

Board

Exceeding
R2000rn

Board

Exceeding
R2000m

5.4.3

The OD CE may only deisc i e these powers to go to market with Open Tenders to Heads of Procurement The
Requisition (or Request to Pu- tase) issued to Procurement must be approved by the OD's Budget Owner or his duly
authorised delegate. Such ai: xoved requisition or Request to Purchase will signify that the acquisition has bean
approved and that the necesss y funds are available.
Submissions requiring approv- of the GCSCO or higher must also Include a procurement strategy document, signed off
by the person with the detegat- i authority.

# The Requisition (or Request n Purchase) issued to Procurement must ba approved by the Specialist Unifs HOD or his
duly authorised delegate. Sue- approved requisiSon or Request to Purchase will signify that the acquisition has been
approved and that the necessa- / funds are available.
Submissions requiring apprav= of the GCSCO or higher must also include a procurement strategy document, signed off
by the person with the delegate i authority.

Approval to approach the rr irket for confined tenders: Confinement of tenders (not subject to the quotation
system)

Approval
Authority
—¥

Operating
Divisions

Approval
Authority

Specialist
Units

ODCEandT P
GE

Nil

Group Exc.
Members

Nil

GCSCO

Nil

GCSCO

Nil

GCFO

NO

GCFO

Nil

GCE

Up to but not
exceeding
R250m

GCE

Up to but not
exceeding
R250m

Board
Acquisitions

and Disposals
Committee

Up to but not
exceeding
RiOOOm

Board
Acquisitions

and Disposals
Committee

Up to but not
exceeding
R1000m

Board

Exceeding
R1000m

Board

Exceeding
R1000m

The imits are per transactionfe ifinement. All requests for approval of confinements must be made by fiie OD CE/Group
Exco Member to tha GCE The }D Specialist Unit shall prepare the submission in collaboration with Transnet integrated
supply chain management (iSC 1) to ensure that the rules for confinement are met.
In instances where confinemerv is confidential the GCE may approve such confinement without the confinement request
being routed via any other autrv: ity.
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5.4.4. Management's intervention to address non-compliance with procurement policies and procedures

I
I
I
I
I
I
I
I
I
I
I

Approval
Authority
—*

Operating
Divisions

Approval
Authority
— •

SU

ODCEandTCP
GE

Nil

Group Exco
Members

Nil

GCFO

Nil

GCFO

Nil

GCE

Up to but not
exceedinq R50m

GCE

Up to but not
exceedinq R50m

Bc.rd
Acquisit; ;ns and

Disp: sals
Comrr ittee

Up to but rot
exceedinc R1000m

Borrd
Acquisit.1 jns and

Disposals
Comr- ittee

Up to but/of
exceedinc R1000m

Board

Exceeding
R1000m

Board

Exceeding
R1000m -

All requests for approval of non-compliance must be made by the OD CE/Group Exec member to tha GCE. The
OD/Spedafet Unit shall prepare the submission In collaboration with Transnet iSCM to ensure that the rules for the
addressing of non-compliance are met. Together with the application for approval of non-cc ipliance, the requestor must
advise on the steps/corrective measures taken to avoid a repeat of the transgression within 30 days of the transgression
being discovered.

5.4.5 Establishing Procurement policy (opex, capex and disposals)

!J
Authority Level Board Acquisitions and Disposals Committee

5.4.6 Procurement process approval

NOTE: Each OD/SU will have its own main Acquisition Council (AC) which will consider and approv.
as wefl as the disposal of scrap, faiiing within its jurisdiction from R2 million, but not exec
subject to the discretion of the OD/SU CE to lower the R2 million threshold, or to creat
Acquisition Councils. The OD/SU CE may also delegate certain process approval powers
matters below the Secondary Acquisition Councils1 delegation. Transactions exceeding :
Powers will also be considered by the OD's man AC for recommendation to the higher appr
it concurs with tha recommendation, the matter will be referred to the relevant person/sia
authority for approval. Should any process approval body not agree with the recommer
referred back to the recommending officers) for reconsideration or re-motivation.

. all procurement processes,
>ding R500 million. This Is
Secondary Regional/Local

o the relevant Manager for
ie OD/SU CE's Delegated
val body (e.g. the BADC). If
:ture with the delegation of
Jalion, Ihe matter must be

f*

Approval
Authority
—•

Operating
Divisions
including
TCP

Approval
Authority

Specialist
Units
excluding
TCP

OD and TCP
(Secondary and/or
Main) Acquisition

Councils

Up to but not exceeding
' R450m

Specialist Unit
(Secondary and/or Main)

Acquisition Councils

Up to but not exceeding
R5m subject to the
contract period not
exceeding 5 years

Group Chief
Supply Chain

Officer

Up to but not
exceeding R525m

Group Chief
Supply Chain

Officer

Up to but not
exceeding R525m

GCFO

Up to but
not

exceeding
R750m
GCFO

Up to but
not

exceeding
R750m

GCE

Up to but
not

exceeding
R1000m

GCE

Up to but
not

exceeding
R1000m

Board
Acquisitions

and Disposals
Committee

Up to but not
exceeding
R2000m

Board
Acquisitions and

Disposals
Committee

Up to but not
exceeding
R2000m

Board

Exceeding
R2000m

Board

Exceeding
R2000m
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5.5 Contracts/Agreements

N0TE1: Any person who has been authorised to execute any legal documents including deeds, leases,
assignments, contracts, applications, financial instruments, external submissions to or on behalf of
Transnet and/or its OD or any other legal documents may only do so with the prior advice of the
relevant Legal Services department as set out in the Transnet Legal Policy,

NOTE 2: Unless otherwise indicated in the authorities below, the authority to execute a contract or other
binding document carries with it like authority to cancel or modify it, but only with the prior written
advice of the relevant Legal Services department as set out in file Transnet Legal Policy and if it
relates to Procurement Contracts, (he approval of the relevant Acquisition Council (as per the
Procurement Procedures Manual - PPM),

NOTE 3: Any person authorised to enter into an agreement/contract or other binding document involving
capital expenditure must have obtained prior financial approval in terms of the procedures set out in
5.1 prior to entering into such a CAPEX contract.

NOTE 4: Approval limits are per iransaction'contract.

NOTE 5: The authority to execute a contract or other binding document carries with it the understanding that
an authorised payment required thereby will be made once proof of receipt has been obtained. No
person is authorised to obligate the company to an amount greater than such payment or create more
onerous obligations than those contained in the contract or other binding documenL Increases to the
original scope of the binding document must be supported by authorised amendment.

NOTE 6; In terms of the PPM all amendments to contracts must be approved by the Manager (i.e. a person
with the relevant delegated powers) who originally signed the initial contract as well as by the relevant
Acquisition Council where the amendment exceeds 10% of the original contract value.
For higher value contracts (i.e. those signed by the operating division's CE, the GCFO or GCE), rl is
advisable to obtain a written mandate from that official empowering a delegate to administer such
contract and to effect changes to such contracl not exceeding 10% of the initially approved contract
value.

5.5.1 Enter into and signing of Contracts/Agreements and award of business: (including the sals of scrap)

,1-J

I

Approval
Authority
— •

Operating
Divisions

Approval
Authority

Specialist
units
excluding
TCP

ODCEandTCPGE

Up to but not exceeding
R450m

Specialist
Unit CE

Up to but not
exceeding
R5m subject
to the contract
period not
exceeding 5
years

Group
Exco

members

Up to but
not
exceeding
R30m

Group
Chief

Supply
Chain
Officer

Up to but
not
exceeding
R525m

Group
Chief

Supply
Chain
Officer

Up to but
not
exceeding
R525m,

GCFO

Up to but
not
exceeding
R750m

GCFO

Up to but
not
exceeding
R750m

i

GCE

Up to but
not
exceeding
RiOOOm

GCE

Up to but
not
exceeding
RiOOOm

Board
Acquisitions

and
Disposals
Committee

Up to but not
exceeding
R2000m

Bolrd"
Acquisitions

and
Disposals
Committee

Up'fa but not
exceeding
R2000m

Board

Exceeding
R2000m

Board

Exceeding
R2000m
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Values are per contract fer the full term of the contract (Total value of contract excluding VAT) on condition that
approval has been obtained for the related expenditure o /er the period. Please refer to the conditions stipulated below.
Payments: Once the decision to contract has been issued, contract execution will ba governed by the Operating
Divisions, including the payment process provided that tha conlract amount is not exceeded.

5.5.1.1 Contracts > R500m, Including Transnef s top 60% valje opex items and capex contracts

Prior to entering Into a high value (greater than R500m) / highly complex contract (especially for Transnet's top 50%
value opex items as dealt vjith by Transnet iSCM Strategic Sourcing commodity teams), any authorised official must
first liaise with a mulS-dstiplinary team of experts at Transnet Corporate Office, who should each sign off on the
following parts of any agreement/contract or other binding document:
• Group Legal Services - entire document
• Transnet GCFO to sign-off after sign-off from Ih J finance departments (Group Finance/Reporting, Financial

Planning, Tax and Treasury). _
• Contracts less man R450m within the OD's limit cf authority, require a similar process as set out above to be

followed by the relevant OD.

5.5.1.2 International Contracts/Agreements (all contracts)

• Approval to enier Into an agreement/contract or dher binding document Involving foreign currency exposure
(including International agreements) may not be sub-delegated lower than to the Chief Procurement Officer
(CPO) of an OD. Approval of the divisional CFO is required to enier into the contracts that may result in foreign
currency exposure.

• The duly authorised official must obtain prior wrfcn approval In respect of FX agreements above R50m from
Group Legal, Group Treasury, Group Tax and Group Reporting, both where the contract will ba concluded in
foreign currency and especially in such cases where foreign contracts will be concluded in South African Rand, as
this may expose Transnet to an embedded deriveSve. All FX agreements above R100m must apart from the
above also obtain written approval from the GCFO,

5.5.2 Enter into and Signing of Revenue Contracts/Agreements and authority to issue binding quotes locally:
(excluding lease contracts and the sale of scrap)

Approval
Authority

Operating
Divisions

Approval
Authority
—»

Specialist
units

OD CE
Limit per Annum
per contract up to
but not exceeding

5 years

Up to but not
exceeding R300m

Specialist Unit CE
Limit per Annum
per contract up to
but not exceeding

S years

Up to but not
exceeding RIOm

GCFO
Limit per Annum per
conlract up to but not

exceeding
5 years

Up to but not exceeding
R500m

GCFO
Limit per Annum per

contract up to but not
exceeding

S years

Up to but not exceeding
R500m

GCE
Limit per Annum
per contract up

to but not
exceeding

5 years

Up to but not
exceeding
R1000m

GCE
Limit per Annum
per contract up

ta but not
exceeding

5 years

Up to but not
exceeding
R1000m

Board
Acquisitions and

Disposals
Committee

Limit per Annum
per contract and

contracts
exceeding

5 years
Up lo but not
exceeding
R3000m

Board
Acquisitions and

Disposals
Committee

Limit per Annum
per contract and

contracts
exceeding

5 years
Up to but not ,
exceeding
R3000m

Board
Limit per Annum per

contract and
contracts exceeding

5 years

Exceeding R3000m

Board
Limit per Annum per

contract and
contracts exceeding

5 years

Exceeding R3000m

Transnet integrated customer agreements where a service incorporates more than one division must be signed off
by the GCFOiand the Group Executive: Commercial i i addition to sign off by the OD CE's, up to but not exceeding
revenue of R500m per annum not exceeding 5 years. !
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5.5.3

• If the contract period is below 12 months the contract value is to be annualised and the delegated authority
required to approve the transaction Mil be determined by the annualised amount

• All limits indicated above are exclusive of VAT

• Board approval is required if ANY one of the following limits are exceeded:

o The contract period exceeds 5 years
o The annual value of the contract exceeds R3000m.
o The total value of the contract over the contract life exceeds R 15000m.

Enterinto and Signing of Revenue Contracts/Agreements and authority (o issue binding quotes internationally
including cross border contracts: (excluding lease contracts and the sale of scrap)

0

Approval
Authority

Operating
Divisions

Approval
Authority

Specialist
units

GCFO
Limit per Annum per
contract up to but not

exceeding
5 years

Up to but not exceeding
R500m

GCFO
Limit per Annum pa-
contract up to but not

exceeding
5 years

Up to but not exceeding
R500m

GCE
Limit per Annum per
contract up to but

not exceeding
5 years

Up to but not
exceeding RIOOOm

GCE
Limit per Annum per
contract up to but

not exceeding
5 years

Up to but not
exceeding RIOOOm

Board Acquisitions and
Disposals Committee
Limit per Annum per

contract and contracts
exceeding

5 years

Up to but no! exceeding
R3000rn

Board Acquisitions and
Disposals Committee
Limit per Annum per

contract and contracts
exceeding

S years
Up to but not exceeding
R3000m

Board
Limit per Annum per

contract and contracts
exceeding

5 years

Exceeding R300Q.T)

Board
Limit per Annum per

con tract and contracts
exceeding

5 years

Exceeding R3000m

; !

5.5.4 Infernal Contracts

Contracts between divisions such as service level agreements and project specific agreements may be entered into
between OD CE's.

5.5.5 Property and Lease Agreements

All external Property Lease Agreements (excluding vacant land) as well as other expenditure leases.

Approval
Authority - •

Operating
Divisions

ODCEand
TCPGE

Up to but not
exceeding
R15m
annualised

Tenure not
exceeding 5
years

Transnet
Property GE

Up to but not
exceeding R50m
annualised

Tenure not
exceeding 5 years

GCFO

Up to but not
exceeding
R200m full term

Tenure not
exceeding 10
years

GCE

Up to but not
exceeding
R500m full term

Tenure not
exceeding 15
years

Board
Acquisitions and

Disposals
Committee

Exceeding R500rn

full term

Tenure exceeding
15 years

I
LI

'J

Tenders that include alienation/leasing out of land for a period longer than 5 years must be submitted to the GCE
for approval prior to going out on tender or RFP.

Cession of leases: All cession or assignment of Lease agreements shall be approved by the Group CFO or Group
Executive: Transnet Property, For cession of leases at OD level tha Chief Executive of the respective OD may

approve cession or assignment of lease agreements. (

Cession of lease agreements with a change to material terms of the existing lease e.g. extension or shortening of

the lease period, change of rentalterms etc. may be approved in terms of the above limits i.e. where the original
lease was approved in terms of tfia delegated authority above, changes of material terms to be approved by the
same approval body.

I\l Delegation at Authority Frameworft - effecSve 1 Jims 2013 Page 22
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I t ) • All external Lease Agreements (> 5 years) of properties on land/properties adjacent to other land/properties of

I
I
I
I

ODs and/or belonging to Transnet Property, must be communicated and agreed wiih the relevant
dh/ision/Transnet Property before entering into any Lease Agreements.
All leases for vacant land may only ba approved by the GCE with the above limits for the GCE appBcable i.e. if the
lease value exceeds R500m or the tenure exceeds 15 years then Board AcquisKons and Disposals Committee
approval is required. For the purposes of this transaction vacant land is considered to be undeveloped land
In cases where vacant land is leased out with its own rental premium applicable to & and a separate rental
premium for improvements located on the portion of the same leased sits, although part of one lease transaction -
to the extent that the proposed lease has lettable vacant land, the GCE shall approve such lease transactions in
line with his Emits of authority as stated in the table above.
Interdivisional leases for vacant land may bs entered into and signed by Hie respective
OD CEs/GE: TCP/GE: Transnel Property.
Special Delegation to apply to the CE of TNPA in compliance with the National Ports Act of 2005 as amended.
Internal leases between Transnet Property, Operating Divisions and Specialist Units may be signed by the CEs of
the respective ODs/SUs.
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5.6 Legal Services

NOTE: The provision of legal services must be in accordance with the Transnet Legal Policy. In respect of all litigation
the bearer of the authority may, after taking legal advice from Transnet, execute all documents and do all
things necessary to give effect to his/her authorisation including submission though governance structures.

5.6.1 Commencing or settling any litigation, arbitration

Approval
Authority—*

Operating
Divisions

Divisional Head:
Legal and Risk

Up to but not
exceeding R2m

ODCE,
GE: Transnet
Property and

GETCP
Up to but not
exceeding R10m.
Greater than RiOm
but less than R35m
with concurrence of
GE: Group Legal
Services

GE: Group
Legal Services

Up to but not
exceeding
R50m

GCFO

Up to but not
exceeding R100m
with concurrence
of GE: Group
Legal Services

GCE

Exceeding
R100m

Approval limits ara per litigation matter and relate to the settlement amount of that particular matter.
Commencement may be effected by an authorised person from the legal function

5.6.2
Any disputes with government entities or where the outcome of any litigation,
arbitration or similar proceedings is likely to have a material effect on the business,
financial condition or prospects of the Company
Matters which pose a reputational risk to the Company should be submitted for
consideration.

Board of Directors

Board Risk Committee

5.8.3
Defending, subject to paragraph 5.6.1 above and Transnet Legal Policy, any
litigation (aclions or applications) in court or any other competent forum

GE: Group Legal Services/
ODCE

5.6.4 Subject to the Transnet Legal Policy, the appointment of external advisors attorneys, advocates and any other
external legal advisors.

Approval
Authority —•
OPERATING
DIVISION

Specialist
Units CEs and
Heads of Legal

ODCE

Up to but not exceeding
R10m
Specialist Units CEs
and Heads of Legal

Up to but not exceeding
R5m

GE: Group Legal Services

Up to but not exceeding R50m

GE: Group Legal Services

Up to but not exceeding R50m

GCE

Exceeding R50m

GCE

Exceeding R50m
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Human Resources

INTRODUCTION
Th9 Delegation of Aulhority for Human Resources provides for controls and good governance in the following areas:
* Organisation Management
* Personnel Appointments and Remuneration
* Appoinlment of Fixed Term Contract Employees
= Interim / Ad-hoc Remuneration Ad]ustments
* Rewards / Awards / Exceptional Payments / Ex-gralia Awards
* Suspension of Employees
* Dismissal of Employees
* Mutual Separation Agreements
* Collective Bargaining and Trade Union Recognition
* Deviation from approved Human Resources Policies

PRINCIPLES
1. Any approval in the Human Resources environment must be obtained from a manager who is at least two

hierarchical reporting levels higher than the employee for whom authorization is required.
2. When acting in a higher capacity, decision for own portfolio or department that will ordinarily be recommended by

the acting incumbent must be referred to one level higher.
3. Where an incumbent acts for a period of longer than three months, the full powers of delegation of the position in

which the person is acting, may be transferred to the acting incumbent
4. Each OD may implement stricter delegations and increase the level of authority above those set out in the

document. Any such change must be in writing.
5. Board approval is required for the appointment and remuneration of tha Trnnsnst GCE and GCFO.
6. The Remuneration, Social and Ethics Committee (REMSEC) provides final approval for the annual reward

allocation including the salary mandate.
7. The REMSEC provides final approval for the remuneration packages for Group Exco according to the DPE

Remuneration standards,
8. All matters relating to the posiBon of the GCE and GCFO are reserved for the Board and Shareholder Minister in

line with the Company's governing legislation and mandates.

ABBREVIATIONS

The abbreviations used in the Human Resources Delegation of Authority are set out in the table below.

FA
FA:CC
R
A
C
N
GE:HR
CE.GE
GM:HRE
GM:ER
ODHRGM
LM:GM

Final Approval
Final Approval for Corporate Centre
Recommendation
Has provided advice
Consultation
Noting
Group Executive: Human Resources - •
Chief Executive of OD or relevant Group Executive of Corporate Staff Department
General Manager. Human Resources Enablement
General Manaqen Group Employee Relations
General Manager. Human Resources at the Operating Division
Line Management - General Manager
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Thg table below sets out the delegation framework for Human Resources.

I
I
I
I
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I
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1 Organisation Management: Creab'gn of New Positions / Change tn Positions / Restructuring

• No permanent or fixed term contract position can be created or the grade level changed unless the approved
Organisation Management governance was followed in respect of the evaluation of positions and ratHicafion of
grade levels.

1.1 Group Exco {A level)

1.2 General M anagets (B level)

1.3 Executive Managers (C levej)

1.4 Senior Management (D level
and below)

pFf^MSE&irv

FA
ill

R

FA

ill
R

A

rExeiufiveri

R

FA

ill
R

FA

R

R

2 Personnel Remuneration

• The REMSEC reviews the GCE's assessment of performance and approves/recommends the remuneration of
Group Exco Members, Prescribed Officers and Extended Exco to the Board for approval by the Shareholder

• The remuneration of the abovementioned category of employees shall be in terms of the Remuneration
Standards.

• The appointment and remuneration of all management level employees (levels A to F) will be guided by the
Guidelines and Salary Bands issued by the Group Remuneration Office. These Guidelines and Salary Bands will
take into account the occupations! specific categories.

• For managers in levels A and B the Group Remuneration Office wiH recommend the appropriate remuneration
bands based on market information and internal parity. Approval of the final appointment and remuneration
package will be in terms of the delegations below.

• Each OD will apply the Guidelines and Salary Bands when appointing and structuring the packages of
management employees in levels C and below. Approval of the final appointment aqd remuneration package will
he in terms of the delegations betow. . ' •" • , '

• After salary adjustments and before a mandate is sought for the next financial year, the Group Remuneration
Office will conduct a comparative analysis of salaries across ODs to inform the Group Guidelines and Salary
Bands of managers for the new financial year. Affordability and the need for Internal and external parity will inform
t h e s e g u i d e l i n e s . - • • " • . : ' %.-. ':':.--'.'\\:.::/••'•. • > [ ' . ••'•••'. .••'•

2.2 General Managers (B level)
2.3 Executive Managers (C level)

Senior Management (D level and below)
1 The Chairpersons of Remuneration, Social and Ethics and the Coiporate Governance and Nominations Committees will be

consulted by the GCE for the appointment of Group Exco Members (other than executive direclois), The consultation wil be through
a memorandum submitted to UIB Chairpersons of the Committees
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3 Appointment of Fixed-Term Contract Employees . "

A person appointed on a fixed-term contract (for a specific period of time or to perform a specific project) must be
appointed into a graded position. '

3.1 Group Exco (A Level)
32 General Managers (B level)
3.3 Executive Managers (C level)
3.4 Senior Management (D level and below)

SpMSECfj

FA
FA

FA
FA

4 Counter Offers and Interim Salary Adjustments "

• In Hne with the Group Remuneration Philosophy approved by the REMSEC, thera will be no interim / ad-hoc
remuneration adjustments. ' ' ' ." :

If an employee produces' a written and current counter offer of employment with details of the remuneration
package, and Transnet seeks to retain the employee based on the criticality of the employee's skill, an interim
adjustment of the employee's current remuneration package may be offered in terms of the delegations below.
Any counter offer must be in accordance with the Group Guidelines and Salary Bands Issued by Group
Remuneration.,. ...' ' • ; - ' • •••':••.• ••••'

4.1 Group Exco (A Level)
4.2 General Managers (B level)

4.3 Executive Managers (C level)
4.4 Senior Management (D level

and below)

FA
FA

FA

FA FA:CC

.5«[. Internal Rewirila/Awards/ Exceptional Payments / Ex-graiiaAwardsJ£.''?n~':>?_ .p-fa;' -:.' .j..- \- .-;.:--

.;;.f'.^9amo'u^^'flededbe'loV^per*m .'::'

^fjUWANL1?ESQURC^'.-

5.1 RIOm and above
5.2 Between R5m but not

exceeding R10m
5.3 Between R50 000 but

not exceedingfiSm
5.4 Between R20 000 but

not exceeding R50 000
5.5 Up to but not exceeding

R2Q000
5.6 Up to but not exceeding

R10000

US!
FA R

FA

tGCEp

WM
R

R

FA

R

R

R

FA

FA

£J]RD-CEIfc£

-rEiecWiyeE

R

FA

FA

FA

R

R

R

n
R

R

R

R

R

R

life

R

R

R

I
I
I
I

J
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t;Swpejnsjoj^f t Employee

6.1 Group Exco {A level^
5.2 General Managers 18 level)
6.3 Executive Manaqsrs (C level)
6.4 Senior Management (D level to F

level)
6.5 Barqainhq unit employees

FA
FA

ijSeciufiva?

FA

-'OBWRj

FA

FA

Dismissal of Employees

The dismissal of any employee for reasons of discipline or incapadty must be preceded by a fair hearing in Ene with
Transnet policies. .

The dismissal of an employee for operational requirements must be preceded by a fair consultation process.

7.1
7.2
7.3
7.4
7.5

Group Exco (A level)
General Managers p level)
Executive Manaqere (C level)
Senior Management (DJevel loF level)
Bargaining unit employees

FA
FA

mm*
s^Gr^tipirs
SiSiewfive?;

R
FA

FA

^ Manager?

FA

8 Mutual Separation . ' - . " '

Terms and conditions and financial settlement amounts of mutual separation agreements for A - D Roies w!l bs guided
by the Guidepnes issued by the Group Remuneration Office,

8.1 Group Exco (A level
8.2 General Managers (B level)
8.3 Executive Manager (C level and below)

FA

FA
FA

•lExecuHve;'";

jLMrGMr.

9 Collective Bargaining and Trade Union Recognition

9.1 Conclusion of any Collective Agreements
with Unions excluding shift patterns

9.2 Mandate for salary and wage
negotiations

9.3 Recognition of Trade Union and Signing
of Recognition Agreemenl

FA

m yPsK

FA

FA

R.

10 Deviation from Approved Human Resources Policies and recommendatibn of Governance related policies

j a i iwjgg . j^^^

10.1 Any devislion from a Transnet HR Policy
10.2 Recommendalion of Policies to Group Exco
10.3 Report all human capilal risks

FA
N

FA R

R
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5.8.7 International BL Iness Travel (including travel to African countries)
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ill

Below CE levs. at Operating Division*
CE of Operatir 1 Division
Corporate Cav/a
Specialist Unit:
Group Exscuir. is
GCE and Cha person

Approval Authority
GCE
GCE
GCE
GCE
GCE
User - Retrospective review by GCE or Chairperson and vies 'ersa.

*CE of OD must: commend and the GCE to approve

5.8.8 Domestic Busin ss Travel

Chairperson/GC E/Group Exco Msmbers
CE of Specialist Unit
General Manse- rs/Extended Exco
All other levels

Approval Authority
User

Groupjrxco member responsible
OD CE/OD CFO/Group Executives
Extended Exco

Travel: All travel ;ust be in line with the approved Travel Policy.
Extended Exco r ambers at an OD/SU unit may sub-delegate to the appropriate lower level.

5.8.9 Communication

External com: unication on strategy and
operations
Cornmun'catinr- )n nparational issues relaSng
to an OD
CommunicaSor. vith the Shareholder Minister

Approval Authority
GM: Public and Corporate Affairs or GCE or his Designate

Group Exco Member responsible for OD-

Office of the GCE or Chairperson of the Board of Directors
Approval to aS; id seminars and or conduct presentations to external parties which may result in ir irect
communication r sy be approved by a Divisional Exco member

5.8.10 Establishment c Special Purposs Vehicles (SPVs), Public Private Partnerships (PPPs) andTrusts

Establishment c SPVs, PPPs and Trusts
Approval Authority

GCE may approve after recommendalion by the GCFO and 3E: Group
Legal Services. The transaction lo be reported to the Board - cquisitions
and Disposals Committee

5.8.11 Restructuring a: i sale of business

Restructuring cr sale of business
Approval Authority^

Transnet Board of Directors in accordance with Section 54 of ie PFMA

5.8.12 Pension Fund a i Medical Fund Rule Amendments as recommended by the Board of Trustees of the Fun 3

Changes to t r : rules of the pension and
medical fund t. at do not require Ministerial
approval
Rule amendrr nts that require Ministerial
approval

Approval Authority
GCE and GCFO

Board to recommend to the Minister of Public Enterprises for oproval

Delegation of Aulhorty Franoiror- -efTsdh/si June 2013 ;a3D
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5.8.13 Applies >on for Environmental Authorisation

• All : ivironmental impart assessment or basic assessment applications must be prepare! by a competent
inde endenl environmental assessment practitioner/consultant, unless exemption from this revision has been
0M2 led in writing by the Department of Environmental Affairs and under the supervision c the Environmental
Dep. rlment in the OD/SL).

• The lpplication for environmental authorisafion must be signed as per tha approval authority b?:- w .

Operas ng Division

Specia 1st Unit (Transnet Property)
Speci= ;st Unit (Transnet Capital Projects)

Approval authority to act as applicant fc an environmental
authorisation for Transnet SOC Ltd

Project Manager/
Operations Manager/Environmental Manse r
Chief Operations Officer of Property
Project Director

The applicant remains legally responsibla for ihe compliance with the environmental authoris ion throughout the
imp' mentation of the authorisation.
She Id an authorisation for new capital projects contain operational elements after formal ha--, over of the project
by T ]P, the DEA needs to be informed in writing of the change in names and acknowiedgemer from DEA be filed.
She Id any of the above applicants leave Transnet, the DEA needs to be informed in writing of the new person
resp risible for the implementation of the environmental authorisafion.

Delegz&'anofAulrrarf -ramework-effective 1 Juna2013 Paja31
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5.8

5.8.'

5.8.:

5.8/

5.8-

5.8

General Delegations

Chartering of Aircraft

Authority Level

Chartering of Aircraft

Chartering of helicopters for operations

ODCE

NIL
R250 000*

GCFO

Up to but not exceeding R3m

Up to but not exceeding R1m

GCE
Exceeding R3m

Exceeding R1m

* Ths limits for OD CEs are cumulative per aircraft per month.

Mobile phones: Authorising payments exceeding monthly limits (reflected in mobile phone contract)

TransnetWide

Group Exco Member

Up to but not exceeding
R10 000 per month

GCFO
Up to but not exceeding
R20000 per month

GCE

Exceeding R20000 per month

Entertainment Expenditure

Authority Level ODCE

Up to but nol exceeding

R50000 per occasion

Group Executives

Up to but not exceeding
R50000 per occasion

GCE
Amounts exceeding R50000
per occasion

Costs incurred by any person on behalf of the Company must be authorised by that person's superior and must be
within the approved budgetary limits. Supporting documentation should be marked canceled to prevent re-use thereof,
All entertainment expenses must be business related expenses.

Rewards/Awards/Exceptional Payments to extemal parties: (Examples: Ex-gratia awards, exceptional
performance, recognition payments)

Operating
Divisions

Specialist
units

ODCE

Up to but not
exceeding
R50000

Group Exco

Members

Up to but not
exceeding
R5000Q

GCFO

Up to but not
exceeding
R100000

GCFO

Up to but not
exceeding
R100000

GCE

Up to but not
exceeding R5m

GCE

Up to but not
exceeding R5m

REMSEC

Up to but not
exceeding R10m

REMSEC

Up to but not
exceeding RIOm

Board

Exceeding R10m

Board

Exceeding R10n

Sponsorships and Donations

Approval

Authority —»•
Operating
Divisions
Approval
Authority ->•

Specialist

Units

ODCE

Up to but not
exceeding R5m

Group Exco

Members

Up to but not
exceeding R2m

GCFO

Up to but not
exceeding R7m

GCFO

Up to but not
exceeding R7m

GCE

Up to but not
exceeding R10m

GCE

Up to but not
exceeding R10m

REMSEC

Up to but not
exceeding R20rn

REMSEC

Up to but not "
exceeding R20m

Board

Exceeding R20m

Board

Exceeding R20m

Approval limits are cumulative per annum e.g. the OD CE can approve a total amount of R5m per annum for
sponsorships and donations.

5.8. Annual filing of tariffs with regulators

• Public Policy and Regulation Committee: Approves tariff increase applications from Operating Divisions.

• OD CE in concurrence with the GCFO: Filing of Tariffs with relevant Regulatory body.

Defc taol Authority Framswort- effective 1 June2D13 Page 29
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CHAPTER 1 : INTRODUCTION
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Transnet SOC Ltd (Transnet") is fully owned by the South African government and operates as a
corporate entity. I t is aimed at supporting and contributing to the country's freight logistics network
by developing South African industry, reducing the cost of doing business, ensuring efficient and
profitable operations, whilst at the same time promoting critical developmental and empowerment
objectives.

Section 217 of the Constitution Act 108 of 1996 and section 51(l)(a)(iii) of the Public Finance
Management Act 1 of 1999 fPFMA") stipulate that Transnet must have and maintain an appropriate
procurement and provisioning system which is fair, equitable, transparent, competitive and cost-
effective.

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

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

1.1 NATIONAL OBJECTIVES

The Transnet supply chain function should firstly be seen in the national context
Government's economic development policies such as the New Growth Path 0%NGP°)
emphasise the role that State Owned Companies ("SOCs") should play as key agents In a
developmental state to accelerate national development by leveraging their procurement
spend to ensure that key goals such as job creation, skills transfer and empowerment take
place. As one of the. major State Owned Companies, Transnet has a pivotal role to play in
ensuring that Government's economic development policy goals are met

1.2 INTEGRATED SUPPLY CHAIN MANAGEMENT O S C M") PROCUREMENT
OBJECTIVES

1.2.1 Transnefs procurement objectives are ensuring security of supply of goods and
services that Transnet requires to fulfil its mandate, and achievement of key socio-
economic goals, eg. job creation, empowerment All Transnefs procurement
activities shall be implemented in line with the following best practice principles:

1.2.2 Fairness and Transparency:

• equal treatment of bidders;

• openness and accountability; and

• ethical conduct.

1.2.3 Social Equity:

• Broad-Based Black Economic Empowerment C'B-BBEE"), Preferential
Procurement and Supplier Development

1.2.4 Value for money:

• competitiveness; and

• cost effectiveness.

1.2.5 Due regard must be given to the Importance of:

Chapter 1; Introduction
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a) the promotion of Transnet's Interdivislonal Support Policy; and

b) the development, promotion and support of Transnefs Supply
Chain Code of Ethics, which requires that all commercial conduct
be based on ethical and moral values and sound business
practice. This value system governs all commercial behaviour
within Transnet

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

1.2.7 Transnet prefers not to do business with any agents ("middlemen"), who do not add
significant value to the supply chain. Transnet would rather contract directly with the
overseas and/Dr local Original Equipment Manufacturers (OEMs). In the case of
dealing with overseas OEMs for relevant SD targeted commodities such as rolling
stock and port equipment, Transnet will negotiate meaningful SD local capability and
capacity building initiatives as part of their supply agreements with Transnet.

1.2.8 Transnet commits to clarity in its communication of requirements. I t furthermore
commits to being professional, courteous, fair, factual and responsive In Its business
dealings.

1.2.9 Transnet supports good corporate governance by ensuring the preservation of the
highest standards of integrity, objectivity, fafrness, efficiency and professionalism.

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

I
I
I0

I"

I
i

1.3 iSCM CONTROL OBJECTIVES

Transnet's iSCM function is aimed at achieving the following control objectives:

• on/yGoods and Services required by the organisation are acquired;

• all Goods and Services required by the organisation are acquired;

« The demand for Goods and Services is appropriately planned and managed;

• Goods and Services required are acquired from the most appropriate supplier at the right
time, right cost and right Quality;

• critical sodo-economic objectives such as B-BBEE, job creation, skills.transfer, etc are
achieved;

• transactions are properly accounted for and approved (timeously, accurately and
completely);

• accurate and timeous information will be produced for management, ensuring the
integrity of the process;

• overall processes exhibit Integrity and are efficient in meeting supply chain objectives in
relation to strategy;

• optimum working capital balances for inventory and cash will be maintained; and

• all Goods and Services acquired are managed from demand to finalisation considering
appropriate security.

Chapter 1: Introduction
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NOTE: The detailed Business Critical Activities (BCAs) and Business Critical Controls (BCCs)
derived from the above iSCM Control Objectives are attached hereto as Appendix A (Control
Framework).
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!! CHAPTER. 2 : DEFINITIONS, ABBREVIATIONS AND ACRONYMS

—

I
I;'
I:!

I
I
I
I

i

I
J

Acceptable Bid

Acquisition Council

[AC]

Advance Payment .
Guarantees [APGs]

Advertisement

Alternative Bid

B-BBEE

B-BBEE Enterprise

: Bid

Bidder '

Black People . . .

Board Acquisitions &
Disposals Committee

[BAbC] •

Board of Directors :

[ B o p ] : - '••;"•

Buyer '

Any bid'which, in.all respects, complies with the specifications and condition's of
bid as set out in the bid document ' • " • , . • . • . " .

The-main Acquisition Council of .ari'Operating Division, Specialist Unit or
Business.; Unless specifically stated otherwise "AC" also includes sub-Acquisition
Councils:operating under, the auspices, of-the ACs and which caters for
transactions falling below the minimum ' threshold of the main AC, e.g.'
Acquisition 'Councils operating on aiocal or regional basis, as well as the TAG
catering for Corporate Head Office and transversal contracts

is a guarantee issued by a financial institution, on behalf of a supplier to a buyer,
in relation to any advance payment that is made by the buyer to the supplier to
allow the work to corhmence. The guarantee protects the buyer against the risk
of non-performance as the buyer can, dairh reimbursement of the advance
payment against the guarantee in such a case • ' -

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

Is a bid that purports to satisfy a stated need but does not fully comply with the
laid down specification of the RFX. Alternative Bids are allowed at the discretion
qf-Transnet . ' • ; • ' •'• '

Broad-Based Black Economic Empowerment . .

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

A written offer in a prescribed form in response to an invitation by Transnet for.
•the provision of Services, works or Goods, through price quotations, advertised
open bids/approved lists, confinements or proposals • . . •"'• '.•.

Any person/Enterprise which has submitted a Bid .

is a generic term which means Africans, Colbureds and.Indians

A sub-cbmmittee: of trie Transpet Board of Directors tasked with providing
oversight and approval for-acquisitions and disposals falling within its delegation
o f a u t h o r i t y ' - . • "• ''•'•'• • . , • ' • • • . ' : • • • •

the Board of Directors of transnet SOC Ltd' ': : • '

Any person.in,Procurement or iSCM.in any Transnet entity, who has the
necessary delegated powers to undertake specific procurement functions with
regard to transactions falling within his/her DoA, i.e. the R-value of the
transaction ' •

Chapter 2: Definition, Abbreviation or Acronym
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• Carrier

I
I
I

Centrefs) of
Excellence [COE(s)]

Chief Executive
Officer [CEO]

Chief Financial
Officer [CFO]

Construction
• Industry :
Development Board
[CIDB] bid/contract

Confinement

Consultant -

Chief Procurement
Officer [CPO]

Cross Functional
Evaluation Team
[CFET] . .

Cross Functional
; Sourcing Team :

[CFST] ;.' . ...

Delegation of
Authority [DoA]

| Exempted Micro
! Enterprise [EME]

Expression of.
Interest*
[EOI]

.' Any person who, in a contract of carriage of goods, undertakes to perform or to
•'. procuj-e the performance of carriage, by rail, road, sea, air, inland waterway or

by ^combination of such modes (used in definitions of Iricoterms) ; :

Cross-divisional teams strategically focusing on a particular functional area. They
focus on tactical issues relating to the functional area, and are aimed at
identifying and leveraging on the areas of excellence in Transnet Key strategic
objectives will be executed through the COEs with a risk mitigation plan
supported by Enterprise Risk Management (ERM)

The Chief Executive Officer at the head of a Transnet Division with appropriate
delegated authorities which are in line with the Transnet Group' Delegation of
Authority. (Group Limits of Authority) • • .

A Chief Financial Officer in an Operating Division of Transnet

Any construction related bid/contract, as defined in, and regulated by the.
Construction Industry Development Board, by virtue of the CIDB 'Act. This
includes new construction activities as well as the maintenance of existing civil,
mechanical or electrical structures . . ' . - •

A procurement process restricted to one or a limited number of Bidders

A person, company or a dose corporation that provides expert or specialised
advisory skills /.services. A consultant does not supply the ultimate end product,
but provides'a recommendation of the best solution to a specific need based on
his/her expertise. ~ ' ' ' . ' .' •. "= ; ; , ' • • ' . . " ' . •

The Chief Procurement Officer of a Division of Transnet or a Specialist Unit

A team that is involved in the evaluation of bids regarding transactions of a high
value or where the quality / functionality criteria Is complex and a simple yes /no
answer on technical compliance is riot possible or viable. • •' ' -

'A team that is.Involved in the procurement of transactions of a high value or
where the quality / functionality criteria are complex. As they; represent various
functions, a holistic overview over the process will be ensured. ' •

The extent of authority required in order to Implement certain actions by. or ori
- behalf of, the company, .Including any sub-deiegation of. authority where
permitted. This Includes the' power' to retrospectively authorised condone or '
rescind_'a decision already takeri by a sub-delegate.". • •. '. • ' • •

Anehterprise with an annual turhover.o'f less' tharijis million, as defiped by the
DTI's Codes of Good Practice • . ' '"-! •' ' '% •'.;'.*"' : • '• • "

Means a request for Bidders to register their Interest in providing specified
Good's or Services and to submit their credentials so they may be-invited to
submit a Bid should they qualify or are selected to do so.

Chapter 2: Definition, Abbreviation or Acronym
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I
I
I
I
I
I
I

u

Enterprise'

Entity

Fronting

Fruitless and ;
Wastef.il .
Expenditure

Further Recognition
Criteria (Current)
[FRC Current] .

Further Recognition
Criteris (Future)
[FRC Future] '

Goods L

Group .

Group chief
Executive [GCE] .

Group < :hief Financial
Officer [GCFbi ,

Group chief.Supply
1 Chain Officer ',, ^

[ G C S C O ] • ; . - - . • • •

High.V?lue Tender
Process [HVTP] \

IC3 Supplier
f Development Matrix

A trading business (a company, dose corporation, partnership or any other form
of business) external to Transnet. . ••.-.-...

Used in the Transnet context to describe an Internal Transnet Operating Division,
Specialist Unit, Transnet business or the various Group Functions comprising the
Corporate Centre • • ' ',' ; . . ;

: ; . . ' . ' .

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

Expenditure that was made in vain and could have been avoided had reasonable
care been taken. The paying of exorbitant prices which are not market related Is
also regarded as fruitless and wasteful expenditure .

A mechanism.used to evaluate preference,'based on the extent to which a
bidder's current B-BBEE status in terms of ownership, management control and
employment equity meets or exceeds a stipulated minimum target

A mechanism used to evaluate preference based on the extent to which an
• enterprise commits to improving or sustaining its B-BBEE performance over the
contract period In excess of stipulated minimum targets. These criteria focus on
ownership, management control, employment equity, preferential procurement
and enterprise development. . . ' • ' . . . .' ' '

Any physical object or objects which .has value, whether raw or processed,
movable or immovable ; "

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

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

The Group Chief Financial.Officer In the Group Corporate Head .Office, who
reports directly to the GCE, or .the person acting Ini his/her stead, at any given
time, in terms of a proper mandate, ." '"•''••'.• ':'••' _•_ :. •

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

A process that is" used in the'procurement of High value goods/services. This
process Includes a number of gateway rev)ews_ during key steps of the tender

. process, in. order to ensure'that any flaws in the process are detected timeousiy

1 A framework utilised to categorise SD opportunities on a matrix based on their
value, extent of industrial leverage'and strategic "Importance to Transnet. The

' matrix is adapted from the DPE. Supplier Classification Matrix focused on
• Increased Competitiveness, Capability'and Capacity

Chapter 2 Definition, Abbreviation or Aacnyrn
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Imported content

Incoterms

Integrated Supply
Chain Management
[iSCM]

Irregular
Expenditure

Letter of Award

Letter of Intent
(LOI)

Local Content (LC)

Manager '••• ._

'• ;Triat portion of the Bid price represented by the cost'of-components, c srts or
materials which have been or are still to be imported (Whether by th= su; ilier or
its subcontractors) and which costs are inclusive of the costs abroad, plus freight
and other direct importation oasts, such as landing costs, dock dues, import
duty, sales duty or other similar tax or duty at the South African port of er try •'•

(ICC Incoterms 2010) means, in relation to international trade (SZB and
purchase of Goods), the globally accepted purchase terms for Goods, tsed to
indicate the costs to be incurred by the seller arid the buyer and the paint at
which the risk of the Goods passes from the seller to the buyer

See Appendix C for detailed definitions of all Incoterms

The Integrated Supply Chain Management function as a whole Including all

Operating Divisions and Centres of Excellence

Expenditure incurred In contravention of, or that is not In accordance with a
. requirement of any applicable legislation, including the PFMA

Is issued when a Bidder is selected as the Successful Bidder. Trie letter c award
informs the' Successful. Bidder unequivocally that he/she was aware ;d the

' business ' ; • • • . .

Is Issued when a Bidder is selected as the Preferred Bidder. The LOI infc ns the
Preferred Bidder of Transnet ;> intention- to negotiate and conclude a c jntract
w i t h i t ' ••... •- ' • ' . " • "• " ,•• ; •_.

The portion of the Bid price or quotation which is riot, included in the Ir ported
Content, provided that local manufacture does take place

• Means any employee In Transnet, by whatever designation he/she is knov i , who
has been delegated certain specific powers in terms of'a proper Deleg- tion of
Authority / : . . ' ' - •

Material Amendment An amendment which increases the scope, cost or risk.of a contract fc • more

' . ' : . '. than 10% o f the original contract value , ' . ' • - ' . " . '

' Market Demand
Strategy CMOS)

Non-Disclosure
Agreement [NDA]

Open Bid

! Operating division
[ d p i ; ''::•.'•:[•"•• :

Parcelling

•The Transnet strategy to.invest in capital infrastructure in order to meet narket
demands for-increased efficiency, and effectiveness lri delivery of Trs.isnefs

; s e r v i c e s . : • ••' • -,. ' ;•• .••. • / . • • ' ' . " ' . '

: A confidentiality agreement between two or more parties

A public request to do business which has been properly advertised and t > which
any member'of the public can submit a Bid ; ' :

An operating division of Transnet, namely TFR, TPT, TNPA,.TPL and TRE '

The practice of deliberately splitting business into smaller portions to k ep the
transaction value within one's own Delegation of Authority, or to keep i below
the threshold of an AC or a person with higher Delegation of Authority

Chapter 2; Definition, Abbreviation or Acronym
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Parent Ccnpany
Guarantee ' '• •

Performar :e Bonds
(PBs)

, Post Tender
Negotiatic i [PTN]

Preferred ! idder.

* • •

\ Prequalific ition

C^J'•'•'•:•" Cr i ter ia ' .

Qualifying Jmall
Enterprise QSE]

i Quality
(Functions ity)

Rental or L jase

Request fc
Informatic i [RFI]

I
I
I
I
I
I
I
'J
J
I

I

Request fc -
Quotation i HFQ]

Request fo i Proposal

[RFP] ' • / . . : ' .

', Request fc . . . . .

Service

SOC • /

Supplier
Developme it(SD)

A guarantee by a parent company of a supplier's performance under Its contract
with a buyer, where the supplier is a subsidiary of the parcnT: Dmpany.

A performance bond from a bank guarantees performance un er a contract from
commencement to completion. fhe : bank issuing the \. erfbrmance bond
undertakes to pay a specified sum of money to the buyer if th i supplier does not
fulfil its contractual obligations. • • '

Negotiations between Transnet and one or more shortlist©: Bidders after the
Bids have been evaluated, but before the business has been a varded

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

These are criteria that have to be met for a Bid to be deemed is responsive, e.g.
registration with a specific professional body, specific accredit Son, etc

An enterprise with a turnover between R5m and R35m, as d fined by the DTI's
Codes of Good Practice

The totality of features and characteristics of Goods or Servica that bears on its
ability to satisfy a stated or implied needs

The use of Goods and/or moveable assets for a period an<: for consideration
(compensation) .' . '

An invitation to a broad base of potential suppliers to provide • /ritten information
about their capabilities to meet a stated Transnet need. An Ri-T is primarily used
in instances where Transnet is pot dear about the precise sc Kifications and/or
scope of work required to meet its needs for specified Gooc; or Services. The
information received through an RFI process Is typically u ed to pre-qualify

" suppliers for consideration before an RFP for Hie Goods/Servic s is issued

Request for. Quotation is used for transactions, <R2m. Howe/er,'CEOs may at
their discretion lower the quotation limit, • . : .•.

Request for Proposal Is used on' the open Bid process i.e. for transactions > R2
million. However, CEOs may at their discretion lower the mini num threshold for
open Bids . ' ' '_, - . : '• .

A generic term which,can be used interchangeably with either IFT, RFQorRFP

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

1 State Owned Company' ' '•';' '. - • _ •',. ..

Improving the socio-economic environment as required by th • NGP by creating
competitive local suppliers via Enterprise Development, the Cc npetitive Supplier
Development Programme and other initiatives such as Preferential Procurement
This results in a reduction in capital leakage and creates a sir ply base that can
be competitive to market its Goods on the international Market leading to

Chapter 2: DeP Jon, Abbreviation or Acronym
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• •-: ' I n c r e a s e d e x p o r t s . . ' • . ' ; / • • • • '.:.'• . • •

Sue 2ssful Bidder ..; Means a- Bidder that has been ideritiried^as" the Bic !er to which business has'
, . • / • • been awarded •' •• " . . ' '•' • ': . ' . • •_

Tencer Evaluation . A report that must be submitted by the evaluation term to the AC setting out an
and , •• .-' ,.. • overview of the bid evaluation process, evaluation methodology, reasons for
Recc rnmendation • elimination of Bidders, a recommendation for the awcrd of the tender as well as
Rep-.: rt [TEAR] all supporting evaluation scorecards

Tran ;net Acquisition Acquisition Council catering for Corporate Head Office procurement and Centre-
Council [TAC] ' led transversal procurement .

Trap met Capital Transnet Capital Projects - a Specialist Unit of Transn-t
Projects1 [TCP] . • •

Trar ;net Freight Rail Transnet Freight Rail - an Operating Division of Trans net . ' .
[TFR1 ' . . . . . "

Tran met National Transnet National Ports Authority - an Operating Divis on of Trahsnet
Por t ; Authority ; .."•.' • . .
[ T N F A ] . . •'• - ' • . - • . ' . • • • • • • • ;

Trar ;net Pipelines . Transnet Pipelines - an Operating Division of Transne' .

Transnet Port Terminals - an Operating Division of Trrnsnet

, .Transnet Properties - a Specialist Unit of Transnet

Tran ;net Port
Tern inals [TPT]

Transnet
Prop3rtieis(TP) ,

Trar ;net Corporate The Head Office of Transnet SOC Ltd,

Trar ;net SOC Ltd

Trar ;net Rail
Engi leering [TRE]

tins., lidted Bid

VVor ;ing day

Year

Transnet SOC Ltd, Registration No. 1990/000900/30 l icorporated In terms of the
Companies Act 71 of 2008, as amended: which induJes all Operating Divisions,
Specialist Units and/or subsidiaries. . , •

Transnet Rail Engineering - an Operating Division of Transnet

A unilateral request from a person or enterprise to do business with Transnet
without Bids or quotations having been invited by Trsisnet '

Any day other than a Saturday, Sunday or public hoiii ay ••

Any, defined period of 12 (twelve) consecutive month,: :

Note: Words capitalised in the document have been defined in this Chapter.

Chapf ' 2: Definition, Abbreviation or Acronym
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CHAPTER 3 : SCOPE AND EXCLUSIONS

Save for the exclusions mentioned in Table 1 below and acquisitions that are governed by the
Transnet Capital Projects ("TCP") Construction Procurement Policy, Processes, Procedures and
Methods Manual (the Construction Manual), the PPM is applicable to all acquisitions across the
Transnet Group regardless of the value of the transaction. The Construction Manual has been aligned
to the Construction Industry Development Board ("CIDB") Act and Standards for Uniformity and
applies to all construction-related acquisitions across Transnet. The PPM applies to construction-
related acquisitions only where the Construction Manual is silent on an issue.

The PPM sets minimum standards for compliance, however, CEs and their duly appointed Acquisition
Councils (*ACs") may impose more stringent rules and thresholds than those laid down in the PPM.

3.1 PROCUREMENT PROCEDURES

Transnefs Procurement Procedures as encapsulated In this document (the PPM), aim to
establish the framework within which procurement activities are to be conducted at Transnet
These procedures are derived from the Transnet Supply Chain Policy, and should be read in

• conjunction with delegated powers granted in terms of the Delegation of Authority Framework.
Other formal procedural manuals, directives, circulars or practice notes may be issued from
time to time, either from iSCM, or from an Operating Division ("OD"), AC or Group Function
and these should be read in conjunction with this Manual. However, it must be noted that any
directive that changes any substantive principles of the PPM will be Issued only on approval
from the BADC. Where any conflict arises between such directives and the PPM, the later
dated document shall prevail.

3.2 COMPLIANCE WITH THE PPM

Subject to paragraph 3.4 below, all procurement within Transnet must be conducted in
accordance with the PPM.

3.2.1 Non-compliance with the PPM will be regarded in a serious light as It could result in
Irregular Expenditure and/or Fruitless and Wasteful Expenditure in terms of the
PFMA.

3.2.2 Section 51(l)(e) of the PFMA places an obligation on Transnet to take the necessary
appropriate action regarding acts of financial misconduct

Failure to comply with the provisions of the PPM will lead to disciplinary action and depending
on the severity of the non-compliance, possible dismissal and/or legal action. As a general rule,
condonation of non compliance with procurement policies and procedures is not permitted in

j terms of the PPM.

3.3 PURCHASING PROCEDURES

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

3.3.1 Ferrous and non-ferrous scrap

The process of appointing contractors for the disposal of ferrous scrap (steel) and non-
ferrous scrap Is subject to the PPM. Due to the high value income-generating nature of
such disposals as well as the high risk of theft, the disposal of scrap is in addition
governed by a separate, detailed "Scrap Disposal Policy and Procedures". This policy Is
available on the iSCM Transnet Intranet.

| 3.4 PPM EXCLUSIONS

I The transactions and processes tabled below are excluded from this Procurement Procedures

Manual:

I Chapter 3: Scope and Exclusions Page 17 of 202
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TABLE 1

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

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

Petty cash purchases, subject to such Instructions as Issued from time to time

• Inspection Services In connection with the procurement / sale of Goods / assets

The rendering of Services by or to government departments, SOCs or other public entities
provided that rates charged by such institutions are market related or certified as fair and
reasonable

Media advertising (excluding campaigns involving professional advertising agencies)

Income generating transactions (i.e. where Transnefs infrastructure, etc is utilised to provide
a Service; induding instances where cross-divisional support is engaged for strategic or other
reasons. However, procurement relating to such income-generating contracts must follow the
PPM - see Chapter 9 (Contract Options) •

Water and electridty which is supplied to Transnet, induding the provision of Services, as well
as the relocation of such Services as a result of Transnefs activities (e.g. the relocation of
power lines or water mains due to the construction of a new railway line)

Rates and taxes and other levies raised by local authorities or provindal administrations, both
of which are exduded from these procedures, by virtue of the fact that they can only be
obtained from the particular local authority, but which are for purposes of good corporate
governance, paid by means of blanket orders, or other approved methods

Purchase of Goods at auctions

Sale of Goods at auctions but excluding the appointment of auctioneers

Letting and hiring of dwellings, and acquisition and alienation of houses or acquisition of land
for houses In terms of prescribed housing policy

Letting and hiring, and acquisition and disposal of all Immovable assets. Refer to the Transnet
Group Delegation of Authority, available on the iSCM Transnet Intranet

Sponsorships and donations, which are strictly governed by Delegated Powers

Disposal of non-core businesses by the Transnet Restructuring Department, which is strictly
governed by the Restructuring Committee, a sub-committee of Transnefs EXCO. Such
disposals are on the strict proviso that any employee of the Transnet Restructuring
Department, a Transnet Board member or a senior Manager (or higher) in the Transnet Group
or any of Its divisions will be disqualified from the Bidding process for the said non-core
businesses for a period of 18 months from the date of his/her exit from Transnet

The disposal of all movable assets, e.g. the disposal of redundant PC equipment, cell phones,
office equipment and furniture must be property controlled in terms of the individual
polides/procedures governing such disposals. These polities and procedures are available on
the iSCM Transnet Intranet.

The provision of degree or diploma certificates by tertiary Institutions, attendance of training
courses, seminars and conferences, provided that such transactions are approved by the person
with the required DoA.

Any such exdusions which a Transnet Division may apply for through iSCM and which have
been duly approved by the Transnet Group Chief Executive ("GCE") or the Transnet Group
Chief Finandal Officer ("GCFO") In accordance with guidelines which may be issued from time
to time. !

Chapter 3: Scope and Exdusions
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3.5 APPLICATION

j I This version of the PPM applies to all new procurement processes which have been Initiated
1 1 on or after the commencement date of this document. Procurement processes initiated prior

to the commencement date must be dealt with in accordance with the rules that were
applicable at the time (i.e. the May 2009 version of the PPM).

Chapter 3: Scope and Exclusions Page 19 of 202
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CHAPTER 4 : APPLICABLE LEGISLATION AND POLICIES

4.1 LEGISLATION

The Government of the Republic of South Africa, through the Department of Public Enterprise,
is me sole shareholder of Transnet. The following legislation has been taken into consideraUon
in the formulation of this document:

TABLE 2

LEGISLATION AND GOVERNMENT POLICY

The Administrative Adjudication of Road Traffic Offences Act, 46 of 1998

Trie Arbitration Act, 42 of 1965

The Broad-Based Black Economic Empowerment Act, 53 of 2003 as amended, including
the Department of Trade & Industry's Codes of Good Practice

The Companies Act, 71 of 2008 as amended

The Competition Act, 89 of 1998 as amended

The Competitive Supplier Development Programme (CSDP)

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

The Constnjctjon Industry Development Board Act (CIDB Act), 38 of 2000

The Conventional Penalties Act, 15 of 1962

The Copyright Act, 98 of 1978

The Currency and Exchange Act, 9 of 1933

The Designs Act, 195 of 1993

The Electronic Communications and Transaction Act, 25 of 2002

The Framework for the Operationalisatjon of Government's Procurement Policies In State
Owned Enterprises (dated 31 July 2001)

The Industrial Policy Action Plan I I

The King I I I Report on Corporate Governance

The Local Procurement Accord

The National Ports Act, 12 of 2005

The National Railway Safety Regulator Act, 16 of 2002

The New Growth Path (NGP)

The Occupational Health and Safety Act, 85 of 1993

The Patents Act, 57 of 1978

The Preferential Procurement Policy Framework Act (PPPFA), 5 of 2000 as amended,
Regulations of 2011 - effective December 2011 (Transnet has applied for exemption and
has been granted partial exemption for a period of 12 months. Further developments In
this regard will be published In PPM Directives). ,

The Prevention and Combating of Corrupt Activifes Act, 12 of 2004 as amended

The Promotion, of Access to Information Act (PAIA), 2 of 2000 as amended

The Promotion' of Administrative Justice Act, 3 of 2000

The Public Finance Management Act (PFMA), 1 of 1999 as amended (Transnet is not
bound by the Supply Chain regulations Issued in terms of this Act)

Chapter 4: Applicable Legislation and Policies
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The Promotion of Administrative Justice Act (PAJA), 3 of 2000 as amended

The Second-Hand Goods Act, 6 of 2009

The Standards Act, 8 of 2008

The Trade Marks Act, 194 of 1993

The Value Added Tax Act, 89 of 1991

4.2 POLICIES

4.2.1 General Overview of Transnet Policies

The following policies and procedures which are available on the Transne- Intranet are
supplementary to this PPM and should be taken into consideration, whs. a applicable.
Parties using the PPM must apply the most recent edition of the docurr jnts listed in
Table 3 below

TABLE 3

TRANSNET POLICIES AND PROCEDURES

• Transnet Code of Ethics

• Cell phone Policy

• PC Disposal Policy

• Contracting Procedures Manual

• Construction procurement policy, processes, procedures and
methods within Transnet Capital Projects

• Declaration of Interest and Related Party Disclosure Policy

• Delegation of Authority Framework

• Gifts Policy

• Supply Chain Policy

Procure to Pay Procedures(P2P) :

• High Value Tender Process

Records Management Policy

• Reverse Logistics Procedure

• Scrap Policy

• Supplier Development Policy

• Transnet Strategy for Broad-Based Black Economic
Empowerment

• Transnet Broad-Based Black Economic Empowerment Policy for
Procurement

LOCATION

Compan-;. Secretary
Intranet ortal

ICT Intra let Portal .

ICT Intre ;et Portal

iSCf'1 Int met ports!

TCP Intr? let portal

Company Secretary
Intranet • ortal

Compare Secretary
Intranet .ortal

Companv Secretary
Intranet • ortal

iSCM Int- met portal

ISCM Int '.net portal

iSCM Int- met portal

Companv Secretary
Intranet ortal

iSCM Intr met portal

iSCM Inb ;net portal

iSCM Intnnet portal

iSCM Intr met portal

ISCM Intr met portal

Chapter 4: Applicable Legislation and Policies
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• '.. | 4.2.2 Preferential Procurement

a) Strategic Intent

Patterns of racial inequality (as well as other forms of sociai inequality) stubbornly persist
almost two decades after the demise of apartheid. There is a; o a huge disparity in income
distribution between sodal groupings. Transnet will therefore :ct as a responsible corporate
citizen in the context of its B-BBEE endeavours, by utilising various strategies to promote
empowerment more vigorously. Such strategies must be applied subject to the discipline of
our constitutional framework to ensure that the overall objecives of a non-racial and non-
sexist sodety are achieved. Transnet will also apply these strategies in a manner as to
ensure that the constitutional principles of fairness, equity, transparency, competitiveness
and cost-effectiveness are not materially undermined.

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

• allowing preference in accordance with the B-BBEE sis us of an enterprise, based on
its B-BBEE scorecard;

• increasing the weighting allocated to preference in a particular bid beyond the 10 or
20 points allocated In terms of the PPPFA;

• allowing Further Recognition Criteria points to an en^rprise whose current black
ownership, management control or employment ec i ty meets or exceeds a
stipulated minimum target (This will be referred to as FIC Current);

• allowing points for Further Recognition Criteria points >ased on the extent to which
: \ an enterprise commits to improving or sustaining i t , B-BBEE performance over

I I the contract period in the following areas In excess c stipulated minimum targets:

ownership, management control, employment equity, Dreferenn'al procurement and
enterprise development (This will be referred to as FRC Future);

I- I • setting minimum B-BBEE levels as a pre-qualification c iterion to participate In a bid

' * process;
' ] • limiting participation In a bid process to persons or erjties owned by persons who

l~ i j have been disadvantaged by unfair discrimination;
I • requiring bidding entities to form Joint Ventures (JV-) with black owned entities,

alternatively to sub contract a minimum percentage o the contract to black owned
companies;
stipulating that an Enterprise will not be awarded point = for its B-BBEE status level if
it has Indicated in its Bid response that it intends sub-contracting more than 25% of
the value of the contract to any other Enterprise that d: es not qualify for at least the
points that such a Bidder qualifies for, unless the Inter ded subcontractor is an EME
that has the capability and ability to execute the sub-cc itract;
stipulating that an Enterprise who has been award-d a contract may not sub-
contract more than 25% of the value of the contract to any other Enterprise that
does not have an equal or higher BBBEE status level tr3n the Enterprise concerned,
unless the contract is subcontracted to an EME that he; the capability and ability to
execute the sub-contract

I
I
I
I,

1 J managers as prescribed In the different sector ccarters;

I « skills transfer and training; and

; | j • employment creation and employment equity. |

1

"i

Requiring winning bidders to take steps to ensure:

• management and daily operational Invoivemeri: by Black professionals and

Ihapter 4: Applicable Legislation and Policies Page 22 of 202
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n
. i The underiying objective of the Preferential Procurement methodology is to create an

enabling environment for B-BBEE Enterprises to access available procurement
j j opportunities within Transnet and to add value to the supply chain. B-BBEE Enterprises

I will therefore be engaged as:
• principal contractors;r

i
i
in
i
i

• joint venture partners;
• professional service providers;
• subcontractors, suppliers and/or manufacturers.

b) Scope and applicability

(i) Transnefs approach to Preferential Procurement applies to all purchases of
Goods and Services and will apply to all QSEs, EMEs as well as to large
enterprises.

(il) The approach shall apply to and impact on all levels (Rand value) and types
- \ of Bids. It will also apply to any disposal, letting or leasing of assets and the

) " b l f facquisition or granting of any rig! t for and on behalf of Transnet. The
objective is to design Innovative ways to promote Black Economic
Empowerment

(iii) Bid documents must specifically sta'a that B-BBEE preference in terms of the
DTI Codes of Good Practice and/or«. ther relevant Charters will apply.

c) Objectives

(i) Transnet encourages and will recognise all improvement In current and
future supplier ratings.

(ii) Transnet will encourage value-3dding joint ventures with B-BBEE
Enterprises. Bidders may develop oint ventures In order to comply with
Transnefs B-BBEE requirements. Tr 2 following documents shall form part of
their submission:
• ownership documents showing :he status of the partners to the joint

venture;
• Joint Venture Agreement;
• Joint Venture Declaration Form; -nd
• any other documents as may be equired by Transnet.

(iii) Transnet accepts that bidders often create JVs for a specific project only, on
the basis that the JV will only be ere ated if they are successful in winning the
business and a contract is aweded to them. This Is known as an
unincorporated JV. A JV will qualifv for points as an unincorporated entity
provided that the entity submits rj eir consolidated B-BBEE scorecard as If
they were a group structure and that such a consolidated scorecard is
prepared for every separate tende , The Bidders must also submit a Joint
Venture Agreement for the unlncorp crated JV.

i.J d) Preferential procurement targets and reporting
, . (i) To promote preference in the proc jrement of Goods and Services, targets
i \ will be set by the B-BBEE Forum an*: implemented by1 all the ODs.

Iu
(ii) The overriding principle In the seting of such targets Is that a sectoral

\ I approach will be adopted. Thus for sectors where ttiere is a high probability
J of finding B-BBEE Enterprises or where there is a need to accelerate

B l transformation, the target may be s ;t higher.

i! _
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I n Transnet's approach to preferential procurement is dealt with in more detail in
Chapter 10.

1I 4.2.3 Supplier Development - Strategic Intent

a) Background

Government economic development policies such as the New Growth Path (NGP)
and IPAP I I have Increased the focus on how procurement at SOCs such as
Transnet can be leveraged to achieve the national goals of reducing
unemployment, ensuring industrialisation and developing local suppliers.

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

Transnefs mission Is to transform its supplier base by engaging in targeted SD or
B-BBEE initiatives to support local capability and capacity building and
Industrialisation whilst providing meaningful opportunities for South Africans with
particular emphasis on:

» : i • Black youth;
• Black women;

I
I
I

j and equality. Achieving SD objectives will provide the following key benefits for

1 /
• Acceleration of local capability and capacity building and transformation of

I
I
I
I

• small businesses;

• people with disabilities; and/or

• rural integration, upiiftment and development

Leveraging procurement to influence the development of the local supplier industry
is key to realising Government's objectives relating to growth, employment creation
and equality. Achieving SD objectives will prov
Transnet and the broader South African society:

local business by promoting technology transfer, skills development and job
creation;

Focused regional development and upiiftment of rural communities;

!

• Increase in Local Content - security of supply, reduced cycle times, reduced
exposure to foreign currency and reduction of supply chain costs (overtime);

• Transformation of supplier dominance from large International or national
1._. . -, monopolies In order to create more opportunities for locally owned and/or
| ') | ':fj Black owned suppliers; and

• Improved B-BBEE rating for Transnet

A Transnet SD strategy, SD policy and SD plan forms the framework within which
Transnet will Implement Its SD initiatives.

I b) Applicability

i All transactions Involving SD should be evaluated against the IC3 Supplier
S Development Matrix. This matrix [figure [1] below) categorises transactions

• J according to three principles:

• r • Value leverage refers to transactions where the financial scale of the
j transaction allows the buyer the opportunity to negotiate SD.

I * Industrial leverage refers to transactions whereby the nature of the

, | procurement is such that the scale and the industrial complexity of the item
| i being purchased allow for local supply chain development around a particular
• Industry.Strategic importance to Transnet refers to the extent to which the Goods

to be procured has an impact on Transnefs core business.

Chapter 4: Applicable Legislation and Policies Page 24 of 202
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I

wre[l]~ICf SO C

The IC3 Supplier D /eiopment Classification Matrix (refer Figure [I] above) assists in
categorising oppof. iltjes according to thar industrial leverage, value leverage and
strategic important:: :o TransneL

-e identified it will be possible to identify the tools that should ba
jxirnise the full supplier development potential from thesa

Once oppartunities
Implemented to •,
opportunities.

Based on the dassi- ration of a specific transaction, there will be certain 5D objectives
that Transnat will s ve to meet. These objectives are all aligned to national objectives,
and explained in IT re detail in Chapter 12 (Determining SD Approach and Desired
Outcomes),

I Chapter 4: Applicable Legislation and Poiir $
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CHAPTER 5 : CODE OF ETHICS

5.1 SUPPLY CHAIN CODE OF ETHICS

5.1.1 Transnc.'s Code of Ethics sets ethical standards for business practice .. id individual
business conduct. I t assists all Transnet stakeholders with their ethical deliberations
and decisions. The objective of the Code of Ethics as it relates specially to the
Supply chain environment is to set the standard by which all Trensnet Board
members and employees (including employees employed on fixed term contracts
and temporary employees) are expected to act when engaging in any supply chain
related activities. This will earn Transnet the reputation of being:

a) transparent and fair in all dealings and disdosures;

b) pcitically unbiased;

c) committed to providing Quality Goods and Services; _.. .

d) committed to transformation and empowerment;

e) pr uid of its integrity and credibility;

f) cc isistent In honouring its sodal, legal and moral oMgations;

g) responsible and accountable; and v >

h) reiable and aware of the need to foster loyalty and Icig enduring
re ationships with all its stakeholders.

5.1.2 All Transnet employees should uphold the following key values:

a) ace with Integrity and professionalism at all times;

b) be honest;

c) be committed and dedicated to high Quality performance;

. d) b€ customer orientated;
e) respect and maintain the confidentiality of sensitive Inforrr3tion gained

tl* ough association with Transnet;

f) m 3intaln accurate, honest and complete records in appropriate c etail;

g) protect Transnefs assets;

h) tr at all suppliers with respect and dignity and foster J productive
er vironment free of harassment, Intimidation and discrimination

i) re.'rain from using a position of authority and / or facilities provided by
Tansnet to further their own interests or that of friends and rek fives;

j) dfsist from allowing personal Interests to influence business dedsions or

ta ;ks and disdose any actual or potential conflict of interest;

k) he now the content and spirit of all business transactions ard not abuse

Transnefs name; and

I) rr ilntain an attitude of zero tolerance toward any form of bribe y, corruption
ard inducements.

5.1.3 While cr nsldering the advantages of maintaining a continuing relationship with a
supplier. Transnet iSCM must avoid any arrangement which In the lorg term might
comprcnlse fair competition or prevent Transnet from achieving optirral value.

5.1.4 No sale to or purchase from a Transnet employee is permitted under any
drcums ances. This exdudes sales by auction or such other exceptic is as may be
authoris-xJ by management from time to time. i

5.1.5 Former employees of Transnet shall not be restricted from doing business with
Transne: unless they have been-restricted from doing so In terms af paragraph
5.1.6 be!ow. Due diligence should be exerdsed by evaluation teams to determine
whether any undue influence/unfair advantage could have been pos ible between
any Traisnet employees and the former employee. This should be t -ought to the
AC's attention, and should be stated dearly In submissions to the AC or to the
delegated Manager for transactions falling below the AC's jurisdiction.

Chapter 5: Code of Ethics Page 25 of 202
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5.1.6 Former employees of Transnet who were dismissed following disdplinary action or
who had resigned to drcumvent disdplinary action following charges relating to
dishonesty (e.g. bribery, corruption, theft, etc) shall be formally exduded from
future business dealings with Transnet. They will be blacklisted for a specific period
and their names shall appear on Transnet's Ust of Excluded Bidders (see Chapter
23 on Blacklisting).

5 I CONFIDENTIAL INFORMATION AND TRADE SECRETS
.2.1 Employees have access to information related to Transnefs business strategies and

contractual relationships with third parties. This Information must be regarded as
trade secrets. I t indudes Intellectual property, know-how, processes, techniques,
technical detail, methods of operating, cost and source of material, pridng and
purchasing polides, systems design and development information. It also indudes
the contractual and financial arrangements between Transnet and its customers
and suppliers. In tills regard, all employees have a duty of trust and confidence and
a duty to act at all times In the best interests of Transnet The disdosure of trade
secrets or any other confidential information could cause serious damage to
Transnet, and possibly daims of damages for breach of contract against Transnet.

' .2.2 No employee may discuss or disdose prices which have been quoted or charged to
Transnet

.2.3 No employee may disdose information which would, or could be perceived to place
a Bidder in a better position than its competitors, or which would put Transnet at a
disadvantage against Bidders or suppliers.

,2.4 Whae it is necessary to disdose confidential information to potential suppliers in
order to solidt Bids, Non-Dlsdosure Agreements CNDAs") must form part of the bid
documentation. The NDAs must be signed by all Bidders.

'• J 5 INTELLECTUAL PROPERTY RIGHTS OF SUPPLIERS/TRAN5NET
- i ".3.1 Transnet will acknowledge and respect suppliers' intellectual property (IP) rights.

Transnet will also seek to promote fair competition.
I I 3.2 It is recommended that In cases where the IP of suppliers Is at stake, Transnet

; j should hold darification sessions with potential Bidders in order to dariry the
position regarding IP rights. Furthermore, before condudlng a contract, Transnet
should ensure that all issues of IP are property addressed In the contract and that
both parties understand the nature of the agreement

~ 3.3 Depending on the merits of each case, one of the following approaches will be
I - - ^ followed and must be stipulated upfront in the Request for Proposal ("RFP")

. ) / $ documenb-

a) Transnet may choose to pay the supplier outright for its IP in the Goods and
purchase the Goods with Its IP. In such instances, the supplier relinquishes
its rights to the IP and Transnet acquires all rights to the Goods. This applies
to all spedfications, drawings and/or prototypes. Transnet wNfdisdose this at
RFP stage and all aspects pertaining to IP will be negotiated and captured in
the contract between the parties. Transnet shall have the right to procure its
future requirements via an Open Bid process and the original
designer/developer will be free to partidpate.

b) Transnet may choose to share the IP with the supplier where Goods were
; J jolntiy developed by Transnet and the supplier. In this scenario, Transnet

shares the IP and the royalties emanating from the development of the
. . ! Goods. This must be dearly set out in the contract between the parties.

c) Where an existing patented artide is required by Transnet, Transnet may
choose to confine the tender to the manufacturer concerned or issue an
Open Bid stating that the patented item or "anything similar" is required. In

Chapter 5: • ode of Ethics Page 27 of 202
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this instance the supplier remains the owner of the IP In respect of the
article.

5.4 GIFTS AND GRATUITIES

5.4.1 All business dedslons and transactions must be made with uncompromised
j integrity, honesty and objective judgment Transnet does recognise that in
j executing its business and applying industry norms, employees may be required to
I . accept or give gifts as a token of appredation. The Transnet Gifts Policy regulates

and controls the acceptance and giving of gifts.
5.4.2 The acceptance and giving of gifts exceeding the value (currently R750.00)

stipulated In the Transnet Gifts Policy, as amended from time to time is prohibited.
5.4.3 The occasional exchange of gifts not exceeding this value may be accepted,

provided that such gifts are not spedfically Intended to influence any procurement
. . . _ ' . . . or sales dedsions and are:

a) Dedared to the employee's immediate Manager; and
rj b) Recorded in a Declaration of Gifts Register.

1 ) ^ , 5.4.4 Under no drcumstances should gifts be accepted from prospective suppliers,

^ y.y, regardless of value, during any bid evaluation period induding a period of 12
^V;> .̂;:; months after such bid has been awarded. This may be perceived as undue and

|

r 1 Improper Influence over the bid process.

i j 5.4.5 Gratuities, bribes or kickbacks of any kind must never be solldted, accepted or
offered, either directly or Indirectly. This includes money, loans, equity, spedal

r i privileges, personal favours, benefits or Services. Such favours will be considered

I ] bribery. This is unlawful and the appropriate criminal / dvil action will be enforced.

'" If a supplier or employee offers or accepts such "favours" or bribes, it must
Immediately be reported to the Manager In charge of the function for appropriate

I ' I . action. In accordance with the ordinary prindples of delictual liability, Tiansnet is

; / entitled to recover all damages suffered as a result of the employee's corrupt or
negligent conduct from that employee. Any person who has offered a bribe to a

1 i Transnet employee may also face criminal or dvil action and/or exclusion from

I future Transnet business.

v 5.4.6 Employees are not permitted to accept gifts or buy Goods or Services at artifidally
j low prices, not available to the public. Employees are also not allowed to accept
J personal favours and hospitality which might be deemed by others, to Impinge

I , j upon the employee's sound business judgment

I 5.4.7 Overseas visits on invitation by and at the expense of prospective suppliers will
r" 'y%i under no drcumstances be permitted. Should an overseas visit be deemed

I v J - < ,'%/ necessary for the purposes of evaluating the supplier, this should be for Transnet's

own account All overseas visits have to be fully motivated in terms of the normal
procedures for overseas visits. If current suppliers offer to pay for Transnet
employees to travel to their offices or plants overseas, these requests need to be

I properly motivated and approved by the GCE or the relevant divisional CEO or

i Group Executive.
> I 5.4.8 The following business courtesies are allowed, provided that the cost per instance» ' I does not exceed the amount as stipulated in the Gifts Policy:

t-J a) entertainment;

[ J b) advertising material of small intrinsic value such as pens, paper-knives (letter

If J opener), diaries, calendars, etc.

5.4.9 A monetary limit will not be placed on the following:
; \ i a) business meals; and ]

I b) hospitality packages to sports, arts and culture events held in the Republic of
South Africa, with the objective of enhandng business relationships. Gifts
received while on overseas business trips and from foreign delegates, which

I
I
I
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exceed the limit set in the TBnsnet Gifts Policy, should be accepted, entered
_7 into the gifts register and i-ibmitted to the Group Company Secretariat for
| f disposal in terms of the Gifts , ollcy.
i i 5.4.10 .n addition to the procedure for accepting gifts set out in the Gifts Policy, Supply
r . Chain staff may only accept gift after approval from their Manager. Supply Chain
i 1 staff must declare all gifts irresp :djve of value. Supply Chain Managers must keep
; I 3 proper gift register of all girs and hospitality offered to their employees by

suppliers and contractors, and -. 'ce versa. Unauthorised gifts that have not been
accepted (e.g. exceeding the ab<- vementioned limit) should also be entered into the
3ift register with an indication hat they have been returned to the supplier or
surrendered to Transnet or any c tier appropriate action that may have been taken.

5.4.11 Ml Supply Chain gift registers mi >t be submitted to the relevant AC Chairperson for
review on a quarterly basis. A r i f t Register Template Is attached to the Transnet
jifts Policy and must be used z.: all times to ensure that all relevant information
and signatures of approval are captured.

1
I

5.5 DECLARATION OF INTEREST

, 5.5.1 n terms of the Companies Act 71 of 2008, directors or officers of a company have
*v_^",] i duty to disclose their interests : I contracts.

""" 5.5.2 ^ r the purposes of the Trar ;net Dedaration of Interest and Related Party
Disdosure Policy the requireme; t to disdose interests in contracts is extended to
ndude all employees.

5.5.3 Fhe Transnet Dedaration of Int- rest and Related Party Dlsdosure Policy defines a
xnflict of Interest as "a s ta t ion in which private interests or personal
xinsiderations affect, may affs :, or may be perceived to affect, an employee's
judgment in acting in the be-: interests of Transnet This includes using an
employee's position, conndentis information, corporate time, material or fadlities
'or:

• private gain or advancement, or

• the expectation of private ga.tor advancement of the employee or any member
of the employees family, or f. 'ends or business associates of the employee."

5.5.4 The Transnet Dedaration of In" rest and Related Party Disdosure Policy places a
iuty on all employees who have an Interest, either directly or Indirectly, In any new
>r existing contracts with an e tity external to Transnet which may conduct, or
ioes conduct business with Trar. net, to dedare such interest

5.5.5 ^ direct interest in a bid includes the following:

0 Where the employee or Tr insnet Board member is -
(i) a shareholder, memb r or director of a bidding enterprise;
(il) a shareholder, memc :r or director of the holding company of a bidding

enterprise; or
(iii) a shareholder, men ber or director of a subsidiary of a bidding

enterprise.

j ) Where the employee or T; insnet Board member is a direct family member or
a dose friend or associate Df a person who is -
(i) a shareholder, memb r or director of a bidding enterprise;

; i I enterprise; or j
t J (iii) a shareholder, men ber or director of a subsidiary of a bidding

enterprise.
5.5.6 Oedaration of a direct Interest v l| result In automatic recusal of an employee.iii Chapter 5: Code of thics Page 29 of 202
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5.5.7 An indirect interest may include, but Is not limited to:

a) being involved with the drafting of the specification or bid documents;

b) being involved with Issuing / advertising of the bid; or

c)

5.5.8

5.5.9

being involved In the evaluation, and subsequently being involved in the
adjudication of the bid (applicable to members and/or alternates serving on
the relevant AC).

Any Indirect Interest of an employee in a bid or offer must be declared and the
Manager concerned will determine whether the employee should recuse
him/herself. The reasons for this decision must be officially recorded and kept on
file.

Bid documents must always contain a clause for prospective Bidders to declare any
possible direct family or business relationship with a Transnet employee. Direct
family or business relationships includes husband/wife, children (own and step),
parents and grandparents (own and In-law), brothers and sisters (own, step and in-
laws) and business associates.

5.5.10 Although business with Enterprises that have relationships with Transnet
employees In terms of 5.5.9 above is not prohibited, it is Imperative that it be
properly declared and explicitly pointed out in the submission to the AC. This will
allow the AC to consider all relevant facts and decide whether such involvement by
a Transnet employee could be regarded as fair or whether other prospective
Bidders will be prejudiced or may be perceived to have been prejudiced thereby.
Bidders failing to declare such relationship^) will be disqualified from the bid
process. Contracts concluded without adherence to this rule, will be terminated and
disciplinary action will be taken against the relevant Transnet employee(s). The
company or companies involved will be placed on Transnefs List of Excluded
Bidders.

5.5.11 All Transnet employees / board members involved in procurement activities are
under a duty to declare their interests as soon as they become aware that they
have a direct or indirect interest in a particular matter. If any doubt arises as to
whether an interest should be declared or not, the employee concerned shall seek
guidance from the office of the Company Secretary. The following must be noted
with regard to the duty to declare interests:

a) in terms of the "Declaration of Interest and Related Party Disclosures Policy"
all employees are required to submit an annual declaration of interest. These
declarations are kept by the Group Company Secretary for employees at
Group. Depending on the specific OD, declarations are kept by the OD
Company Secretary, Compliance officer or the Legal department In respect of
OD employees;

b) in addition to annual declarations, all employees involved in procurement
should make a quarterly declaration of Interest which must be kept by the
relevant Manager;

c) all employees Involved In the evaluation, Post Tender Negotiation ("PTN") or
adjudication of Bids must sign a declaration of interest certificate indicating
whether or not they have an interest in the matter at hand. This declaration
must be placed on the relevant bid file; and

i
d) employees involved in procurement activities other than evaluation, post

tender negotiation, or adjudication (such as buyers) will only be required to
declare an interest If they In fact have an interest in a particular matter. Should
such an employee not make any declaration In a particular matter, he/she will

Chape :r 5: Coda of Ethics
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be deemed not to have an interest In the matter. If It is later discovered t i u :
ED employee did have an interest which he/she failed to declare, sue
employee will be found to have failed to comply with the duty to declar-
-jnflicts of interests.

n e) A proper register of Declarations of Interest should also be kept by Manager -
responsible for departments Involved In purchasing and disposal functions a ;
well as by the Secretariats of the relevant ACs.

. ' 5.6 FRAUD AND CORRUPTION

j 5.6.1 Transnet Insists on honesty, integrity and acting beyond reproach at all times an
> will not tolerate any form of fmproper influencing, bribery, corruption, fraud or an
' other unethical conduct on the part of Bidders / Transnet employees.

j 5.6.2 If Trensnets GCFO (or a duly authorised person) has determined that a Bidder
\ contractor / supplier has or has caused to be promised, offered or given to ar •
' Transnet employee, any bribe, commission, or any unauthorized gift, bar.

advartage or other consideration, Transnet shall be entitled to revoke the bid
contact by following the process that governs the Exclusion of Bidders. Upc
approval by the GCFO or duly authorized delegate, Transnet will be entitled t .

1 place any Bidder / contractor / supplier who has contravened the provisions c'
Transnefs business ethics on its Ust of Excluded Bidders. Furthermore, in terms c :

sectic n 34 of the Prevention and Combating of Corrupt Activities Act 12 of 200"
Transnet will refer all matters of suspected corruption to the South African Polic
Services (SAPS) for further Investigation.

5.6.3 Transnet reserves the right to exdude a Bidder from further business and/or t
cancel all existing contracts, should a Bidder/supplier be found to have acted in bs
faith or engaged in misconduct towards Transnet. Furthermore, no part of .

| contract may be subcontracted to an Excluded Bidder.

I 5.6.4 Bid documents should always contain a clause indicating that any suspected frauc
corruption or other unethical activities should be reported to Transnet Tip-of :

\ Anonymous at any of the following addresses and contact numbers. Confldentialit
i Is guaranteed at all times.

, , • Toll-free anonymous hotline: 0800 003 056
• i

.' • Email: Transnet@tip-offs.com

} • Fax number: 0800 007 788

))&••. " FreepostDN 298, Umhtanga Rocks, 4320

t "" 5.7 SANCTION .

f Non-com fiance with the Code of Ethics Is considered to be misconduct and employee
J may be subject to disciplinary procedures that could lead to dismissal as well s

criminal end/or civil action.

Chapter 5: Code of Ethics Page 31 of 20
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CHAPTER 6 : DELEGATION OF AUTHORITY FOR PROCUREMENT PROCESSES

5.1. HOW DELEGATION OF AUTHORITY WORKS

Figure 1 below explains how authority ;3 delegated from the Minister of Public Enterprise to
the various structures and persons with:.-) Transnetvia a series of sub-delegations:

How Dele jation of Authority works within the context of Procurement

The Transnet Board acquire s it Delegation of Authority from its
appointment as the accoun'ng authority of Transnet by the
Minister of Public Enterprises in terms section 49 of the PFMA

•j The Transnet Board sub-de agates certain powers to:
j l)TheBADC
j 2) The Group Chief Executive (GCE)

Step4

t- The GCE sub-delegates cer ain powers to:
I 1) Trie Group CFO

2) The CEOs of OD's and Specialist Units
3) Group EXCO members

The CEO sub-delegates cer^in powers to his/her CPO

The CPO sub-delegates cer3in powers to his/her Executive/Senior
Managers in Procurement

Executive / Senior Manage s sub-delegate certain powers to
Category Managers

Category Managers sub-dc'egate certain powers to Commodity
Managers

Commodity Managers sub delegate certain powers to Senior
Buyers and buyers etc.

" ''Figure [2] — Jefegah'dn of Authority:

Chapter S: D-; xjation of Authority
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6.2. DELEGATION OF AUTHORITY FRAMEWORK

The Transnet Delegation of Authority (DoA) Framework sets out the powers delegated to
certain officials (e.g. GCE, GCFO, OD CEO, etc) to perform specified tasks in relation to
various areas of operation (e.g. finance, treasury, procurement, etc). The following powers,
depicted in Table 4 below, are derived from the Transnet Delegation of Authority Framework
dated 1 May 2012. However, please note that these monetary limits are amended
from time to time. Employees are therefore required to familiarise themselves
with the monetary limits contained in the current DoA Framework.

TABLE 4
' ' . : ' • : - . " . " :

,-"•"•'.• v : ; - : * ' * •

Pru iirenient..'
da' gatfdhi •,!:;

Ape lirrtmentof
Cor utants- •'••'•
da ;e5.4.1 of' :
Do, Frarneworlc

(CL luiatJve'per
anr m).'.-~\.\i-'..;.

Ap 'bvaf to". '•".
ap;. - o a d i - •"••."• ."

me <et-vv1th.. •;.
Op nBids-•- -
Ck-::seS.4,2'of:

be FrtnieWork

Approval to'..";;'"
api ipach'.i; . ' i ' '•.
m?. tet'wBti.'!•':'.v •

"Cc .iried'Bids - '
•CIc sa.5.43'of; ;

Dc Framework.

ME a^emehfs.'
int. .-verticil to. -
ao^,Tsssito"n*;-i-
ccr pliatice with
prc uranent'S'::-
pc; Jesfe/-' • :" '
pr. edures.'" '•;

Or. se 5.4,4 "of
Dc Frarnework'

iCMdonation):'.

En ;'r Ipto&_':-;'.'
sic ing of '$;•' '••
cc; ja.ds'- ' ; : / !• •
assaS5.1bf.-
Dc. Frafflewoiic

. • • \ : L ; V . ^ . : . v -: ;-. , ; . . • : ' . ; A i

'.Group-.
•i: Btcq
Members
(SpedMist
'•• • U n i t s , "-
; exd.TCP

<R10m

Nil

Nil

Nil

<R30m

.CEO/ HOD-
' ; (budget '
: owner) "of •:
•- SpedaEst •
•Ur t^exd . '
' .•'TCP.. -

Nil

<R75m

Nil

Nil

SRSm
subject to

the contrad:
period not

exceeding 5
Years

. . O D • • • '

CEOs Si.'
1TCP.GE.

SR25m

<R4S0
m

Nil

Nil

<fW50
m

proval Authority fR milltbn).'.'.'.'-.'" : •.' ' , . . :

,-GCSCO •

Nil

<R525m

Nil

Nil

<R52Sm

•/•GCFO.;-

<R50m

<R600m

Nil

Nil

<R600m

"••.-; G C E -

<R200m

<R750m

sR250m

<R50m

<R7S0m

<R300m

<Rl,500m

SRl,OO0m

<Rl,000m

<Rl,500m

•'•• B o a r d

>R300rn

>Rl,500m

>Rl,00Om

>RJ(000m

>FU,500m

6.3. POWERS VESTED IN TRANSNET OFFICIALS

It is important to bear In mind that not all powers vested in Transnet officials are contained
in the DoA Framework. In the procurement context, certain powers are also vested in
officials in terms of this PPM whilst other powers are inherent to the job function e.g. the day
to day running of the procurement function. Figure 3 below explains the powers vested in
Transnet offidais in terms of the DoA Framework, the PPM and their Job function,
respectively: '

Ch: jter 6: Delegation of Authority
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OD.CEOs

Transnet
Board

GCE

GCE

ODCEO

ODCPO

•Approve Confinements <R250m
•Consultants 5R50m
•Condonations < R250m
•Going to market on open tender
Bi sign contracts £ R500m

Final arbiter for appeals on
blacklisting

Responsible for the day-to-
day running of Transnet

•Consultants £R25m
•Gtfng to market on open tender
& sign contracts £ R400m

Approve decision to blacklist
N/A to procurement

•Approve consultants i RSm
•Going to market on open
tenders & sign contracts £
R30Om

Going to market on open
tenders Si sign contracts
depending on the value
delegated by the ODCEO

Going to market on open
tenders & sign contracts
depending on the valua
delegated by the OD CPO

Approve OD Approved LJsts
Appoint AC & Chair/ members
Mediate disagreements between
AC and line/procurement, etc

Delegate powers to CFSTs, CFET
& PTN teams, empower
procurement to ufflise quotation
system & emergency purchases
and Initiate blacklisting
proceedings

Facilitate CFSTs, CFET & PTN
teams
Utilise quotation system and
emergency purhases, issue
open tenders and initiate
blacklisting cases

Responsible for the day-to-
day running of the
operating division

Responsible for the day-to-
day running of the OD
procurement function

Responsible for the day-to-
day procurement tasks and
functions

.Figure [3] — Typesof DelegatedAuthorities _

6.4. DOA SUMMARY

Figures 4 to 9 below collectively represent a summary of Itie Delegations of Authority
required for various procurement approval processes and thresholds as at 1 May 2012.
However, please note that these monetary limits are amended from time to time. Employees
are therefore required to familiarise themselves with the monetary limits contained in the
current DoA Framework.

Chapter 6: Delegation of Authority
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Procurement approval processes at Transnet

;
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[1

I-

Going to market

> Prior approval of
chosen procurement
mechanism and
strategy.' . • .

• Differing thresholds for
open tenders, •:
confinements and .
consultants. .

Processapproval

• Once the procurement
process js complete, a
recommendation must .'
be made to the relevant
governancestructure
(a"n Acquisition Council
or higher) to approve
the process folloyved.

• Once the process is •
approved, the contract
must be concluded by
the person/structure
with the appropriate
delegation of authority.

Contract sign off /
award of business

• After approval of the
process followed, the
person/structure with
the appropriate
delegation of authority
must award the
business to the

. successful bidder and
sign the contract

'; Figure [4] ~Procurenient approval processes

The thresholds applicable to the various approval steps are depicted in the diagrams below.

(a) Thresholds for approval to go to market
Open tendersConfinements

.. ----[9. •:•:. :•• | :.: ;.Up to but not exceeding R6OOmlllion

*In terms of s 54{4) of the PFMATransnet mustobtain Ministerial approval for the acquisition of a sfgnificant
asset (exceeding R2,5 Won as per the latest Shareholder's Compact) before proceeding with the acquisition.
#In order to frame an approved list, authority to approach the market must be obtained from the main OD AC

1 ••."'•.:'-•/': 'iv. - v: : \lFigurei5] -threshblds for ipprdy^i to go tohiarket '^/ir-hr. ' ; - - . • - 1 :

Chapter 6: Delegation of Authority
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(b) Appointment of consultants*

I
I

I
I

I
l.
I
I

I
I

GCFO
• r- '• Up to but not exceeding RSOmliiion )

* Approval limits are cumulati'. 2 per annum.
** ln terms of s S4(2)(d) of the- PFMATransnetmust obtain Ministerial approval for the acquisition of a significant
asset (exceeding R2,5 billion c the value of Transneft asset base) before proceeding with the acquisition.
#In order to frame an approv - i list, authority to approach tfie market must be obtained from the main OP AC

fgurefSJ-Appointment of consultants;:-:. '•'•". ; "••*':!•_' •

(c) Thresholds for Governance Structure approval of
process

*NOTE: Should any
approval body not agree
with the recommendation,
the matter must be referrec,
back to the recommending
offfcer(s) for reconsiders tier
or remoOvation.

r Acquisit ion Counci ls • ] ; • • Up to but not exceeding
'. : ' R500m!IIion '

Recommendations: The Rf Z, main AC and the BADC will support the recommendatkin for transactions above
their Iliresholds, Local/RegiCi at AC normally on)/ consider transactions <R2m but OD CEOs may at their
discretion increase these thres lolds.
* In terms of s 54(2)(d) of th : PWA Transnet must obtain Ministerial approval for the acquisition of a significant
asset(exceeding R2,5 billion c ; the value of Transnefs asset base) before proceeding with the acquisition

I : '?\: "^:'M."Figure [7] - Th ^hhldsfoKgdvefnance structtihapproval of process ~z •. : ,•:•• \

Chapter 6: Delegation of Authorit
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(d) Thresholds for contract sign off / award of business

breeding RlSOOmnii *
teMwimf-^n <mitrials.

timMft ~ceedingR750mn ?^M

U p t o b u t n o t e x c e e d i n g R 6 ( X ) m n ; > . . > ] • • : : - ; . - . i - ; i - v V " v ^ x - > . ' i . ' ' : - . - : • • - ' s

*In terms of s 54(4) of the PFMA Transnet must obtain Ministerial approval for the acquisition
of a significant asset (exceeding R2,5 billion in terms of the latest Shareholder's Compact)
before proceeding with the acquisition.

|, -r :: :•. Figurej8]:^flitesfjolds foFcbntractsighoff/, artard of business ;'".. "

(e) Management's intervention to address non
compliance with procurement policies & procedures
(Condonations)

TManafe^

• J

Chapter 6: Delegation of Authority
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. Background and Context
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Chapter 7: Demand Planning &. Demand Management
• Preface ' • . ' ' . .-.

, • Demand levers • . . .
• Role of procurement in managing demand
• Demand process ' • , . •
• Checklist for demand planning & management

. "• Sourcing Strategy

Chapter 8: Internal Procurement/ Interdivlsional Support
Chapter 9: Contract Options

• Summary of contract options
•." Contracts > 2 years. ' .
• Standard Transnet Terms and Conditions

Chapter 10: Preferential ProcurementApproach
• Targets

; . • Mechanisms
. -. Measurement of BBBEE status '

[chapter 11: Local Content , '.
JChapter 12: Supplier Development Approach

•:. • Categories of Sd transactions ,
•• Process of categorising transactions-.

-• Evaluation criteria ' '
Chapter 13: Determining Evaluation Criteria
• * Choosirig an appropriate evaluation method

• r bete'rrnlriing evaluation criteriai ._.-. '
; Determine weightings of evaluation criteria '"' .

Chapter 14: Main Procurement Mechanisms '
. . . » .Quotation system • . •

, ' . • ' . . • . The open bid process (RFP) ' • ; \ ' :-
•' Approved list purchases . • •

: • " ' . • . . • Two stage bidding process . •
Chapter i5 : Special Cases • • •
'.:"_ . ./-Confinements • .:
'.',*. , • Emergency procedure v

-••'- ; ' . " • > ' High Value Tender Process • ' • . "
.•.;•'.••"'• '•-.Unsolicited bids' '. • • ' ' .

".•'"!.•,•". • • • Contractconsolidation - . ,
'..;• ' . •• Acquisitions, associated with income generating contracts

Goto Market ,i •'• : • *

•Evaluation and Adjudication
. ! ' . . . • . i.i_ . . . . : . . _ •

'Contract Management

; Functions of Governance Structures ' . I

Appendices
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TYPICAL PROCUREMENT CYCLE

Figure 10 below depicts a typical procurement cycle. Comprehensive guidance on each of
these steps is dealt with in the Chapters that follow:

• i.V,?

I
I]
I

August 2012 Page 39 of 202
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Background and Context ,
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aatti m

Chapter 7: Demand Planning & Demand Management
• P r e f e c e " " • . • . ' • ' \ '.'• ' ' •

• > D e m a n d l e v e r s : . . ' . ; •
• 'Ro ie of procurement in managing demand ;
• Demand process • • . : • .
• Checklist for demand planning &. management
• Sourdng Strategy •

Chapter 8: Internal Procurement/ Interdivisional Support
Chapter 9: Contract Options

• Summary of contract options •
• Contracts > 2 years :
• Standard TransnetTenns and Conditions

Chapter 10: Preferential Procurement Approach
: . • T a r g e t s . '• • : . ' • .

• M e c h a n i s m s .: :

• M e a s u r e m e n t of BB BEE s t a t u s . • '; •
I Chapter 11: Local Content
Ichapter 12: Supplier Development Approach

• Categories of SD transactions ' •
- • Process of categorising transactions .;

• Evaluation criteria , ; . ' , ' . '
Chapter 13: Determining Evaluation Criteria

• • . Choosing, an appropriate evaluation method
• .-Determining evaluation criteria .
• Determine weightings of evaluation afteria

Chapter 1 4 : Main Procurement Mechanisms
• Quotation system ; ' " : . .
• The open bid process (RFP)
• Approved list purchases

• • Two stage bidding process
Chapter 15: Special Cases .

t -.(jonfinements. • • , . . •
. ' • • Emergency'procedure ' . ' . ; . '. _ .. '

. • High Value Tender Process -:

• • U n s o l i c i t e d b i d s "•' ."•• " - . - • • • ' ' ••
•••'• C o n t r a c t c o n s o l i d a t i o n • . . : . . . '

"•;•• •. A c q u i s i t i o n s a s s o d a t e d w i t h i n c o m e g e n e r a b ' r i g c o n t r a c t s

^ ^ k l l ^ W L i d ^ • E v a l u a t i o n a n d A d j u d i c a t i o n . • ' • . ' . • . ' " ' • ' ; ]

^•: : -; ' .^^: : .y^.^; iH'^ :: '<- • Contract Management f . .; • ' . • •:'

Functions of Governance Structures
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CHARTER 7 : DEMAND PLANNING & DEMAND MANAGEMENT

7.1. PREFACE
7.1.1. Demand Is a business requirement for Goods/Services raised by the

buslness/OD and received by the procurement department for further
processing, such as sourcing and payment There are 2 areas of demand

. i.e. demand planning and demand management.

7.1.2. Demand Planning is the first step In the procurement process, where:
7.1.2.1. the business needs are assessed in' order to ensure that the

required Goods/Services are procured so as to meet the
business requirements of Transnet;

7.1.2.2. specifications are precisely determined;
7.1.2.3. requirements are linked to budget; and
7.1.2.4. the supplying industry has been analysed and constraints

identified and assessed.

7.1.3. Demand planning is a medium term and cross functional planning process
supported by a series of meetings that promote alignment, decision making
and coordinated action towards achievement of financial budgets and
organizational strategy.

7.1.4. Demand Management is about understanding the factors that drive
demand for people and products and using this knowledge to Identify and
implement new and innovative ways to eliminate, reduce or serve demand

j more efficiently and by doing so reduce costs.

n 7.1.5. Demand management is about understanding the factors that drive

I . J demand for Goods/Services and about using this knowledge to identify and

• ' implement new and innovative ways to eliminate, reduce or serve demand
: , more efficiently and to support robust demand planning - and in so doing

I optimise value and quality by enabling suppliers to have a forward looking

I ; j view of requirements expected of them and adequately plan production
and by enabling the procurement department to adequately prepare itself

~ - -;• and work more efficiently and effectively. Demand management therefore
i ' Involves the reviewing, monitoring and improving of demand.

in
ri

I
I

7.1.6. Demand review Is a strategic decision process ensuring that all
stakeholders are fully aware and agree to the Goods/Services that are to
be procured, why it Is to be procured, how It is to be procured, and the
cost.

7.1.7. Demand monitoring is a tactical process ensuring that only the required
i\ quantity and Quality of Goods/Services are sourced from the right

suppliers.

7.1,8. Demand improvement is a strategic and a tactical process ensuring that15
the quality of demand improves continuously as the demand management
process matures, with ihitiatives such as reducing the demand and
rationalising the Goods/Service portfolio.

! August 2012
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7.1.9. Therefore, the purpose of demand planning and management is to ensure
that the resources required to fulfil the requirements Identified In
Transnefs Corporate Plan are delivered at the correct price, time and place
and that the delivered quantity and quality will satisfy those requirements.

7.1.10. The intention of demand planning is to:

7.1.10.1. to have a dear view of the demand requirements for major
strategic commodities;

7.1.10.2. to ensure that end-users and the procurement department are
brought closer together in order to enhance efficiency and
achieve value for money; and

7.1.10.3. to foster an Improved worWng relationship of openness
between Transnet and its suppliers and/or service providers.

7.2. DEMAND LEVERS

A demand consists of various demand levers that are managed by the demand planning and
management process. These levers are:

TABLE 5

SOURCE

REASON" ;

QUANTITY

SPECIFICATION

TIMEFRAME

C O S T • •"•.".

PREFERRED
SUPPLIER

The origin of the demand such as the initiating department or
OD

The motivation for the demand such as why these
Goods/Services need to be sourced

• Review the number/scope of the Goods/Services required

Opportunity to simplify/standardise specifications '•' •

Reduce demand frequency

•The Indicative cost of;me Goods/Services that need to be
. sourced ' . . ' • • . •• "

The preferred supplier (if any) for the requested
Goods/Services
Other potential suppliers who couid also be In a position to
supply the same Goods/Services

7.3. ROLE OF PROCUREMENT IN MANAGING DEMAND

Procurement needs to manage the demand for Goods/Services by:

• analysing demand levers and sourcing data that will enable a more accurate
view/prediction of demand;;

• identifying opportunities for Improvement of the entire demand management
function;

• short-listing and prioritising Improvement Initiatives;

• developing and implementing an action plan for identified initiatives;

• monitoring the progress of improvement of the initiatives; and

• conducting regular assessment of the effectiveness and relevance of improvement
initiatives. |

7.4. DEMAND PROCESS

Chapter 7: Demand Management
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Figure l : below gives an outline of the main steps in the demand management process.

Identify, approve and communicate demand
• Define business need
• Compile demand document/ requisition

Process demand
•Validate and prioritise demand
• Review naturs and quantity required
• Reduce demand frequency
•Consider alternative ways of filling demand

Establish a cross functional sourcing team (CFST)
• Composition
• Functions

I - • • • • . ' ' •; v - h '•' • ' • v : : : F i g u r e [ 1 1 ] ^ D e m a n d ' S t e p ? ' . • • . : / :
: . ' . . . - £ : T , ' . / • ' • • . - - • ^

For sourcing events falling within the threshold for High Value Tenders, refer to the "High
Value Tende Process (HVTP)" available on the iSCM Transnet Intranet

Identify, approve and communicate demand
Define business need
Compile demand document / requisition

4.1. STEP 1 : Identify, approve and communicate demand

a) Definition of business need

The end users in the business (operations) need to follow the steps outlined
below, In order to ensure that there Is a clearly defined need in the business:-

(i) conduct a needs analysis to establish requirements relating to the
business, taking into account all required capital acquisitions,
planned maintenance, and other operational needs - this will be
Informed by both future requirements (based upon Transnet's
Corporate Plan); as well as market demand forecasts (based upon
Transnefs current client base demand and/or commitments made
by Transnefs sales department);

(ii) establish and consolidate the reasons for the need;

(iii) ratify the need irrespective of whether it Is a CAPEX or OPEX
i acquisition and apply for and obtain budget approval; and |

(iv) draw up an annual procurement plan. '•

b) Compilation of demand document (per transaction)

Chapter 7: Demand : ragement
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The end users in the business (operations) are responsible to provide
procurement w th a detailed demand requisition. This should provide a dear
description of the function, required specifications, drawings, and where
applicable it sheuld:-

(i) indicate the quantity/-les required;

(ii) indicate the frequency/-ies required;

pin indicate the quality required;

(iv. indicate the unit of measure;

(v) indicate packaging, if applicable;

(vi; attach the relevant specification/drawing, where
applicable;

(vi) provide previous price or estimated costs and
budgetary requirements;

( v i ) indicate the expected delivery date(s) and delivery
address(es);

(ix Indicate any logistical and/or storage requirements;

(x) any material obsolescence risks; and

(xi suggest potential source/s of supply and a brief
analysis of the supplier industry landscape, if available.

The demand document should first be approved at an operational level. Once
that is completed, it should be submitted to procurement Operations should
submit this document timeously, and allow sufficient time to acquire the
Goods/Services given lead b'mes and governance processes.

Process demand
Validate and prioritise demand
Review nature and quantity required
Reduce demand frequency
Consider alternative ways of filling demand

7.4.2. STEP 2 : Processing Demand

a)

b)

Chapr • 7: Demand Management

Augur 2012

Vci idate and prioritise demand
Prccurement shall establish the following: .
(i) Is the demand document/requisition duly approved by

operations?
(ii) Is this a critical demand? f Critical" Is defined as having

an Impact on the Service provided by Transnet or the
profit made by Transnet). '

(ii! What would be the impact on operations If the
procurement did not occur?

I

Re /iew nature and quantity required
Pr.curement shall establish and review the following:
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(i) Establisi whether this Is a requirement for Goods or a
Service1

(ii) If Goods are required, whether the demand will be on-
going L. once-off?

(iil) If Gooes are required, determine how many types of
items a id quantity of each item are required in total by
operatkns at present time and going forward? What
are the options (if any) for reducing volume?

(iv) If a Se vice is required, determine for what length of
time t-.e Service is required? (Indicate length of
Transnrfs previous use (if any) of the specific Service).
Could fr;ls be reduced or extended?

(v) Determ ne the estimated value of the sourdng event (if
not prc ided by operations) to establish which sourdng
proces* must be followed:

• if b jlow R2 million, or lower threshold set by the
OD CEO for Open Bids, use the quotation system
(se: Chapter 14);

• if o er R2 million use an "open RFX", approach (see
Cluster 14); and

. if v. thin the threshold for High Value Tenders, use
the High Value Tender process (see iSCM Transnet
Intr met portal).

Reduce demand requency

Procurement shall establish and review the following:-
(I) if the joods to be purchased will require additional

purcha.2S going forward, is it reasonable for an "as-
and-wl- ;n call off" contract to be established? State
reason:- either for or against an Mas-and-when call off1

contrac,
(ii) If a S rvice is required, what is the length of the

antidpe:ed contract? Explain rationale for this time
period.

d)

I
I
ft :

I

I
I

Consider alternat

Procurement shall e
(i)

Ci)

(iii)

(iv)
(v)

the rec
from e;̂
any otr
provide
the Gc<
spare c
this is e
this itef
potenb

ve ways of fulfilling demand

;tablish and review the following whether:-.
Jlred Goods can be re-englneered or reclaimed
sb'ng assets or Goods;
2r OD can manufacture the required Goods or
the required Service;
ds are currently available in another OD with
padty;
stock item; or
Is available on a current contract- even if it Is

lly at another OD.

Establish a cross functic nal sourdng team (CFST)
Composition
Functions I

s
I

Chapter 7: Demand Management
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7.4.3. STEP 3 : Estabi sh a Cross Functional Sourcing Team C'CFST") in
the case of acquisitions greater than R5 million or where the

{"] quality criteria i > not a simple yes/no decision

- ' a) Ratic lale for the formation of a CFST
f] Demand managemt it shall be a cross-functional exercise with a view to ensuring
j J that end users, pro-: jrement and all stakeholders are brought together in order to
| j enhance efficiency t ;d achieve value.

(
b) Composition of the CFST

Procurement shsi establish a CFST, consisting of at least the following
roles: Procuremer:, operations (end users), SD (including B-BBEE) and risk.

i 1 Other possible epresentatives are finance, treasury, maintenance,
'; ' logisu'cs/warehou; ng, disposal and legal or governance.
t \ In instances whe: 2 the sourcing event is uncomplicated and the risk to
! 1 Transnet is low, he CFST can be comprised of only procurement and

Quality (technical" representatives.

| 0
, >v \'-' ^ Procurement mus ensure that the CFST consists of the relevant expertise;

" • - ' and that the size f the team is not of such a nature that it cannot function
effectively. Nonet: eless, In all instances, procurement and operations must
reach agreement n the composition of the CFST.

In order for the FST to be effective, consistent attendance by the same
r \ members is requlr >d for continuity.

• r\

I
I
I

Func Ions of the CFST

• !_/ (i) Dete. mining specifications:-

r-j nSps fication" is the terminology used to describe the
• J requi ament for goods.

, j If G. 3ds are being sourced, consider whether there is any
; / oppc tunlty to purchase standard "off-the-shelf" Goods.

I f ti> -e are technical spedRcations:-

') '.'",• • fj- s e must be compiled with a view to promoting the
_ --••• boadest possible competition, whilst still assuring that

c deal elements of performance or other requirements are
a: sieved;

• a certain whether similar (albeit not Identical) Goods are
o rrently in use elsewhere in Transnet, Which could enable
si indardisation;

• Ir errogate the specification, I.e. determine whether it is

I
i j p sslble to provide a functional/performance-based

-• s edfication rather than a detailed specification;
; l • c termlne whether the specificaHon has been over-

I! ] e/ gineered; and

• v i fy that the specification Is not biased in favour of a
' \ | p rticular brand or type of Goods.

I i-i • . i,: a functional specification Is the chosen option, the

fc lowing must be observed and described in detail:
' i

Chapter 7: Demand Management Page 46 of 202
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• functions and characteristics;

• desired performance and/or result parameters, based on
both inputs and outputs;

• method statement templates on how outputs will be
reached; and

• inclusion of relevant KPIs.

If a detailed specification will be issued, ensure that the latest
specification is used, and that the quality standards (e.g.
SANS, ISO) are included where applicable. In addition, ensure
that the drawings are up to date and that detailed descriptions
of manufacturing processes, workmanship and/or materials

I are indicated.

j The following must be observed and Indicated in the RFX in

- i respect of functional as well as detailed specifications:

}\ . • the Iocation(s) of required provision;

•i£i- • details of qualifications required where appropriate;

\ • details of the conditions In which the Goods must operate;

' • • environmental and safety features;I 5 :
• packaging, marking and labelling requirements;

I .\ - inspection or testing requirements;
i)

« documentation required, i.e. manuals, user guides,

• | licenses, test certificates, etc;

I ' l • size/dimensions;
? 1 • integration with other Goods/Services;

• if • security requirements;

•'!

health, safety, electrical, environmental requirements;

training requirements, if applicable;

timing considerations; and

w ••+% • interfaces with other systems.

(ii) Determining Terms of Reference

"Terms of Reference" (ToR) Is the terminology used to
describe the requirement for services.

The following must be observed and Indicated in respect of the
ToR:

I 1.1 • project titie;

) | • background;

I
[J • objective of the project

• expected outcomes/del'rverables;

, j ! • competency and expertise requirements;

I • tlmeframes;

ri Chapter 7: Demand Management Page 47 of 202
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n

I

I

I L
I
I
I
I

I

• reporting requirements;

• whether a site inspection or information session are
required with date, time and venue stated;

• available documentation; and

• minimum requirements.

(iii) Reduce portfolio or range complexity:

• Options for rationalisation of the range of Goods/Services
must be considered.

• Implications for users if choice options are reduced must be
considered.

(iv) Identify and mitigate risksT

• All risks to Transnet associated with the demand must be
Identified and addressed in the eventual RFX;

• I t should be ascertained whether suitable skills are
available within procurement to address the demand and
its management process.

(v) Establish the evaluation methodology to be employed - See
Chapter 13 on Determining bid Evaluation Criteria.

(vi) Establish evaluation criteria and weightings - See Chapter 13
on Determining Evaluation Criteria. Clear evaluation criteria
must be established, as bids may only be evaluated according
to the criteria stipulated in the bid documents.

(vii) Oversee preparation and sign off of the bid documentation -
See Chapter 16 on Bid Preparation.

(viii) Determine who should serve on the evaluation committee -
See Chapter 18 on Evaluation.

(Ix) Handover the sourcing event to procurement

7.5. CHEC (LIST FOR DEMAND PLANNING & MANAGEMENT

The following cr scklist could be used as a template to identify the progress with respect to
the Demand Ma- agement process:

TABLE 6

Is there a busirrss case and approval of the demand?

Has the demanc been Identified in the annual Procurement Plan?
(The Procureme: t plan forms the basis of demand management)

Is there a budge: allocated for this demand?

Is there an approval as per the associated DoA?

Have the optic is of fulfilling the .demand (such as existing
contracts and crdcal items) been assessed?

What is the outcome of reviewing the quantity required (i.e. are

Business

Business &.
Procurement

Business

Business

Business &.
Procurement

Procurement

Chapter 7: Demand Manag- lent
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n
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|0

I
I
I
I

the C jods/Services required on an on-going or once-off basis)?

Has ie possibility of redudng the demand frequency, such as
furti: i' purchasing or call-off, been assessed?

Have t ie options of alternate ways of fulfilling this demand, such
as w: Bther other Transnet ODs could manufacture these Goods,
been issessed?

Have the options of re-use been assessed? (e.g. re-engineered
Gooc from existing Goods or whether the Goods are available
from therTransnet ODs) Have the 3 Rs (Reduce-Reuse-Recyde)
beer onsidered?

Has tie possibility of standardising the Goods and its
sped cations, such as off-the-shelf and customised, been
asses ed?

Has •• e opportunity of reducing the Goods portfolio, such costing
and r ;k implications associated with it, been Identified?

Have the strategic risks associated with this demand, such as
strat;-. jic nature of this demand been identified?

Has!- :emal availability been assessed, I.e.

• C n the needed Goods be re-engineered / redaimed from
a 'sting assets/Goods?

• C n any OD of Transnet manufacture the required Goods or
p jvide the required Service?

• A 2 these Goods currently available In another ODwilt) spare
c Dadty?

• I- this a stock item?

• r this item available on a current contract?

Was •' e CFST properly constituted?

Have ne risks associated with the CFST working on this demand,
such 3 capadty and capability not available within the Transnet
been tentified?

Does the CFST represent all the necessary disdplines for
Fdenti 'ing the risks assodated with the event?

Did t e CFST members sign confidentiality agreements and
deda. itions of interest?

Did t i " ; CFST properly interrogate the specification?

Were II risks identified and induded in the RFX?

Has i been considered whether this should be a transversal
event n the interests of Transnet as a whole?

Has z 'As-and When' contract option been investigated, in order
to cat- r for future demand?

Was t e appropriate evaluation method chosen?

Were nresholds set for SD and Quality/Functionality?

Were roper evaluation criteria set for:

ifitSRPnsfbifS

Business &
Procurement

Procurement

Business &.
Procurement

Business

Procurement

Business

Business &
Procurement

Business &
Procurement

Business &
Procurement

Business &
Procurement

Business &
Procurement

Procurement

Procurement

Procurement

CFST

CFST

CFST

CFST

CFST

CFST

CFST
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^^5JSD"eln3nd;PrahningiE£ManagemientT?ocusj^^
. SD

• Functionality

• Preference

• Price / TCO?

Were appropriate weightings allocated to each criterion?

CF5T

CFST

7.6. SOURCING STRATEGY

Once a CFST has been established, the next step is to determine the sourdng strategy. The
methodology for determining a sourdng strategy is depicted in the figure below. Please refer
to the Strategic Sourdng Standard Operating Procedures (SOP) which provides detailed
guidance on the strategic sourdng process. The SOP can be downloaded from the iSCM
Transnet Intranet

in

i
i
i
i 0

I

Methodology for developing a Sourcing Strategy

Input

•Stakehcldsrs '•lj;,.|
r

•Time;.Cost. Quality?
•Heijliiirfd Safety^

i C S

Specific Needs;

••Ccimnodity Analysis.'" '.\
""' ' ' . .t'Supply Positioning .r.

Input
utput

SOURCiNGSTRATEGY^Sa
I' .•M3rkeimanagementmatrix!
•Supply Chain Analysis '£ •%-;

•P'jrchass RfiK ; & Cost Analysis
fotaf Co& of OvunersriipKK3

TENDERHANAGEMENT.7J4

?>Eyaluatio!i
[•Negotiate

[CONrKACT^MANAGEMENI

• Figure [X2J^Me^
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CHAPTER 3 : INTERNAL PROCURE? • ENT/INTERDIVISIONAL SUPPORT POLICY

8.1 INTERDT/ISIONAL RELATIONSHIP 3

Transnet Entities are required to c ;velop trust and a sound Interdivisional working
relationsh; > with one another In the int rest of Transnet. To achieve this, such entities must
be afforde I the right of first refusal in t e procurement of Goods and Services.

8.2 STRATEG X SPECIALIST UNITS

The follo'A ng Specialist Units have bee i identified as strategically important to the Transnet
Group:

ABLE 7

Transnet *ail Engineering
("TRE",: specialist core
Division)

Transnet Zapital Projects
("TCP")

Transnet -uel Solutions
(TFS, pre iously known as
HSA)

Transnet rre!ght Rail
("TFR") School of Rail

Transnet: Mab'onal Ports
Authority ("TNPA") School
of Ports

i

TRE is r sponsible for:

• leavy engineering Including locomotive, wagon and
roach repairs, upgrades and maintenance

• umponent manufacture, locomotive manufacture
2nd assembly

• oort equipment, and is being positioned for
nalntenance and repairs thereof

TCP is - sponsible for:
nulti-disdplinary design Services

• nroject management and construction management
Services

Constrt. tion projects >R300 million must be carried out by
TCP.
In the ase of construction related projects <R300 million,
the folk ving rules apply:

rhe project may be carried out by the OD itself if the
0D has the necessary in-house resources; and

• f the 00 decides not to run the project itself, TCP
nust be given the first right of refusal before the
acternal market can be approached

TFS is •• sponsible for:
• fransnet-wlde fuel acquisition, distribution and

nanagement

TFR Sc- jol of Rail is responsible for:

• raining tailored exclusively for core businesses, e.g.
School of Rail, train drivers, train control officers,

joftware training in general, etc

TNPA S hool of Ports Is responsible for:

• facilitation of knowledge transfer as the provider of
•narine training programmes in South Africa

• banning to position itself as Africa's training leader In
Marine Operations, Port Management and Port
Engineering.

Chapter B: Internal;- xurerr.ent/Interdivtsional Support
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;]

Transnet Property (TP) TP Is responsible for:

• Property management

• Facilities management

• Property development

• Property valuations

• Property surveying

8.3 ABILITY OF TRANSNET ODS TO PERFORM

Before considering which procurement mechanism would be most appropriate, it is important
that the end-user and procurement department consider whether another Transnet OD is
able to provide the required Goods or Services.

8.4 COMPULSORY UTILISATION OF SPECIALIST UNITS

The Specialist Units mentioned above must be utilised by other Transnet Entities for required
Goods and Services falling within their scope. The external market may not be approached
for Goods and Services falling within the strategic Specialist Units' or Division's core-
competency areas. The only exception to this rule is If the Specialised Unit Indicates in
writing that they do not have the ability or capacity to provide the required Goods or
Services.

8.5 INTERDIVISIONAL SUPPORT POLICY

Internal contracts (Memoranda of Understanding) between ODs and Specialist Units are dealt
with in the terms of the Interdivisional Support Policy. Such contracts do not require AC
approval. However, any external contracts which may be required by the internal Specialist
Unit are subject to these procedures and require AC approval.

I
I
I
I
I
I
I
I

r̂ -̂lj"-

•]

8.6 MEMORANDA OF UNDERSTANDING

The business relationship betv/een Transnet Divisions and Specialist Units must be governed
by an overarching Memorandum of Understanding (MOU) between the parties. The MOU
must be signed by the CEs of the relevant ODs or Specialist Units and Service Level
Agreements should be signed where appropriate.

8.7 DISPUTES

Any disputes must be resolved in terms of the agreed MOU. If the OD CEs are unable to
resolve the dispute, the matter must be escalated to the GCE who shall make a final decision
on the matter.

8.8 SERVICE LEVEL AGREEMENT

ODs will need to enter into a project-specific agreement (SLA) In relation to each Individual
project This agreement will set out in details the rights, duties and obligations of each OD in

, that specific project Contacts between divisions such as SLAs and project specific
' agreements may be entered into between OD CEs In terms of1 paragraph 5.5.3 of the DoA

Framework.

Chapter 8: Internal Procurement/Interdivia'oral Support
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\l 8.9 INTERDIVISIONAL PRICING

Transnet entities undr-taking work on behalf of other entities should reciprocate by pricing
and carrying out their Services in a way that promotes and develops a culture of
interdivislonal support The pricing must be based on appropriate market analysis to
benchmark fair and reasonable prices. Should there be a dispute regarding pricing, the
matter is to be escala a j to the CEs of the relevant Divisions for resolution. Should the CEs
not reach consensus, the matter must be escalated to the GCE who shall make a final
decision on the matter

8.10 NON-CORE BUSINESSES

Non-core businesses vhich have already exited Transnet, such as Freightdynamics and
Autopax (Pty) Ltd will jnjoy no interdivisional support

8.11 AC INVOLVEMENT

Interdivisional transac ions between Transnet Entities and Specialist Units fall outside the
scope of the AC. Hov ever, in any case where the external market is approached, normal
procurement procedu. is must be followed, and if relevant, the AC needs to approve the
transaction.

I
I
I
I
I
I
I
I
I
I
I
I

i)
17

i)

•j
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CHAPTER 9 : CONTRACT OPTIONS

9.1 CHOICE OF CONTRACT

The selection of the type of contract to be entered Into with a supplier is based on various
factors such as the duration of the contract, the type of Goods or Services to be acquired,
the frequency of demand and the availability of the Goods. The following table outiines the
various contract options and provides a guideline as to when those options may best be
utilised.

TABLE 8

I
I
I
I
I
I
I
I
I

88
i

2

3

4

*il?rOptlb"ns£:£
"As and
When"
contracts

Fixed quantity
contracts

Long-term
contracts

Transversal
contracts

Short or medium-term
contracts entered Into
for a fixed period
against which call-offs
are made as and when
required by the
customer

Contracts entered into
for once-off purchases

Contracts entered into
for a fixed period
typically for five-Years
or more

A contract that services
more than one internal
consumer (an internal
shared service
arrangement) entered
into for a fixed period.
A transversal contract
may be entered into for
the benefit of the
entire Group, a
particular OD and/or
just a region. Below is
a list of the types of
Transversal contract
options:

3gpri^^cs~jg;
• Shorter contract

periods (1-2 Years)
• Estimated quantities
• Specific

period/volume/value
ceiling or a
combination.

• Demand is known

• Once-off purchase

• Once-off ur
staggered delivery

• Long term demand
signal

• Emphasis on SD

• Suppliers'
recoupment of
Investment is long-
term

• Restricts other
market players for a
period of time

• Emanates from a
formal strategic
sourdng event

• Fixed-contract
period

Optimising
economies of scale
through
consolidation of
demand/purchasing
power

• Continuous but
irregular demand
for Goods/Services

• Volumes cannot be
accurately

• determined upfront

•• Demand cannot be
anticipated

• Generally off-the-
shelf items

• Planned
programmes .

• Purchase of high
value
Goods/Services

• Goods/Services of
strategic
importance

• Goods with long
lead time

•
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?m

5

6

7

8

4iEbpBqnsfe

Lease/Rental
contracts

Inter-
Divisional
Memoranda of
Understanding
(MOUs)

Income-
generating
(revenue)
contracts

CIDB and
NEC3
Engineering &
Construction
Contracts

• Grou;-wide
Trar /ersal
contr cts

• Transversal
betvv: en
ODs/ 'orporate

• OD-v de
Tranr /ersal
contr cts

• Regie lal
Tram /ersal
contr cts

Lease cor Tact for the
use of me /eabie assets
entered i : o for a fixed
period

A 'contra; 1 to govern
the servic *
performa- ce agreed
between' )Ds

Although rxduded
from the PM,
associate"
procurerr: nts fall
within thf ambit of the
PPM (Ser paragraph
15.6)

Contracts ror
construct >n
procurerr f i t

• Specified/unspecified
period

• Agreed Rental

• Option of renewal

• Not a format
contract

• It governs the
internal relationship
between the ODs

• Listed as a process
excluded from PPM

• Associated
procurement must
follow the PPM

. Refer to the TCP
Construction Manual

Consolidab'on of Goods
/ Services used Group
wide

Consolidation of Goods
/ Services used
between ODs

Consolidation of Goods
/ Services used within
anOD

Consolidation of Goods
/ Services used within -
a region by one or
more than one OD

• Goods /Services
where It would be
more economically
viable to lease than
to purchase

• Governing the
performance as
agreed between the
ODs

• As per OD
requirements

• Construction
supply, engineering
& construction and
services contracts

*Any of the above-mentioned co: tract options can originate from any of the defined procurement
mechanisms and/or special medv. vsms for procurement.

9.2 CONTRACTS FOR A PERT 3D LONGER THAN TWO YEARS
Contracts for a period long. r than two Years require prior AC approval. However, If the RFP
provides for a number of fc d options including a period of up to two Years and more than
two Years, prior AC apprc al is not required. (Also see paragraph121.9). Irrespective of
which of the two options at we is followed, the award of the business has to be approved by
the relevant AC in the norrr I manner.

j
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• 9.3 STANDARD TRANSNET TERMS AND CONDITIONS OF CONTRACT

> Standard templates must be used unless there are cogent reasons why such standard
' agreements cannot be used in a particular instance. Refer to the Standardised Transnet
• Templates available on the iSCM Transnet Intranet, including but not limited to:

i • Standard Terms and Conditions of Contract
j • Master Agreements

> Any additions or deletions from the above-mentioned templates must be contained in a
i Special Conditions Schedule. (Also see paragraph 21.7.2)
j

\ 9.1 CONSOLIDATION OF CONTRACTS

Refer to paragraph 15.5 for the process to be followed when there is an opportunity to
) consolidate two or more existing contracts in the best interest of Transnet rather than
\ engaging the market anew.
i

< 9.5 CHOICE OF SALES/PURCHASE TERMS FOR IMPORTED GOODS (INCOTERMS)

Y . - The Incoterms rules or International Commercial terms are a series of pre-defined
; ." commercial terms published by the International Chamber of Commerce (ICC) widely used in
s •' international commercial transactions. A series of three-letter trade terms related to common
\ sales practices, the Incoterms rules are intended primarily to dearly communicate the
j responsibilities, costs and risks associated with the transportation and delivery of Goods. The

Incoterms rules are accepted by governments, legal authorises and practitioners worldwide
for the interpretation of most commonly used terms in international trade. They are intended

, to reduce or remove uncertainties arising from different Interpretation of the rules in different
countries. First published In 1936, the Incoterms rules have been periodically updated, with
the eighth version (Incoterms 2010) having been published and made effective on January 1,
2011, "Incoterms" is a registered trademark of the ICC1.

Refer to Appendix C for a detailed explanation of all Incoterms.

' Source: Wlklpedia
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CHAPTER 10 : PREFERENTIAL PROCUREMENT APPROACH AND DESIRED OUTCOMES
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10.1 TARGETS

In accordance with its vision of be lg a significant agent of empowerment within the South
African sodety, Transnet has adopt. J the following plan to achieve its B-BBEE targets. These
targets are more ambitious than the; ; prescribed in the DTI Code of Good Practice:

TABLE 9

iMffii

B-BBEE procurement
spend from all
suppliers based on the
B-BBEE procurement
recognition level as a
percentage of total
measured
procurement spend

B-BBEE procurement
spend from QSEs or
from EMEs based on
the applicable B-BBEE
procurement
recognition levels as a
percentage of total
measured
procurement spend.

B-BBEE procurement
spend from any of the
following suppliers as
a percentage of total
measured
procurement spend:

• Suppliers who are
more than 50%
Black-owned (3 out
of 5 points); and

• Suppliers who are
more than 30%
Black women-
owned (2 out of 5
points)

70%

10%

15%

tinei

Tob completed af
line

er completiot
exercise

To b^ completed afler
line

Tob

er completior
exercise

i completed af
line

iirtbrig-terinH

:er completio
exercise

of base

of base

of base

10.2 MECHANISMS

Transnet's exemption from applying nost of the provisions of the PPPFA regulations affords it a
greater degree of flexibility in del rminlng its preferential procurement framework than is
currently allowed for in the PPPFA. I

Transnet would like to conduct a he stic assessment of bidders' B-BBEE performance based on
the following:
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• bidders' past B-BBEE performance based on the B-BBEE scorecard;

• the extent to which bidders' present black ownership, black management sr i

employment equity exceed certain minimum targets set by Transnet [This s

referred to as Further Recognition Criteria (Current)]; and

• the extent to which bidders undertake to improve or maintain their future B-BB"E

status in excess of certain minimum targets over the contract period. [This s

referred to as Further Recognition Criteria (Future)].

Preference points will be allocated for each of the above categories.

Transnet therefore applies the following additional mechanisms to ensure its B-BBEE targets a =
achieved:

10.2.1 Allocating additional points for preference
Transnet has adopted a scoring methodology based on a sliding scale of 20 to - 3

. points to be allocated to preference depending on the nature of the transacts i
involved. The points allocated to preference should be split between the follow!: g
categories: B-BBEE scorecard, B-BBEE Further Recognition Criteria (Currer )
and/or Further Recognition Criteria (Future). FRC (Current) must be given a
higher weighting than FRC (Future) if bom FRC (Current) and (Future) s E
included in a particular tender. Should it be decided that only B-BBEE scorecard s
going to be used to evaluate preference, the total points for B-BBEE scoreca d
may range from 20 to 40 points. Table 10 below Indicates how the pel t
allocation should take place, depending on the total number of points allocated J
preference2:

Table 10

B-BBEE Scorecard

B-BBEE FRC
(Current)

B-BBEE FRC
(Future)

Total of 20 points
allocated to
preference

10

Total of 30 points
allocated to
preference

10
15

Total of 40
points allocat: i

to preference

10
20

10

10.2,2 Further Recognition Criteria (Current)

This would entail allocating points to entities based on theextent to which the r
current black ownership, management control and employment equity excee. s
stipulated minimum targets.

10.2.3 Further Recognition Criteria (Future)
This would entail allocating further points to Bidders based on the extent to whk. i
they commit to improving their B-BBEE status over the contract period in tf 2
areas of black ownership, management control, employment equity, preferent: I
procurement and enterprise development

Note that this table is a guideline. Depending on the nature of the commodity/service bdng purchased, it must
determined whether FRC (Current) and/or FRC (Future) are appropriate.
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J

10.2.4 Minimum B-BBEE threshold
On a case by case basis, Transnet may set minimum B-BBEE thresholds as pre-
qualification criteria in its bidding process In Instances where it is considered that
the application of the normal preference point system will not bring about the
required transformation. In order to give effect to the principles of fairness,
competitiveness and cost effectiveness, while at the same time promoting equity,
the threshold should not be set at an unrealistically high level. A thorough market
analysis must be undertaken prior to setting a B-BBEE threshold.

10.2.5 Limiting participation in a bid process to persons previously
disadvantaged by unfair discrimination (set asides)

South Africa's economy still excludes the vast majority of Its people from
ownership of productive assets and the possession of advanced skills. Unless
further steps are taken to Increase the effective participation of the majority of
South Africans in the economy, the stability, and prosperity of the economy in the
future may be undermined to the detriment of all South Africans, Irrespective of
race. The Introduction of "set asides" is required in sectors that have been
historically lagging behind in terms of transformation. On a case by case basis,
Transnet may decide to limit (set aside) participation in a bid process to persons
previously disadvantaged by unfair discrimination e.g. black owned companies,
black women owned companies, exempted micro enterprises, persons with
disabilities, persons in rural areas, etc Set asides will be considered where there
is evidence that applying only a preference point system will not achieve desired
transformation objectives. The application of set asides must also be conducted In
a manner that does not materially undermine the constitutional principles of
fairness, competitiveness and cost effectiveness.

Set asides must be approached with great circumspection, as it has the potential
to create unfairness if dealt with Incorrectly. Set asides must therefore be based
on a proper market analysis and rationale to justify the use of this mechanism In
a particular instance. The following guidelines are provided for the use of set
asides:

• identify the specific contract or commodity where a set aside will apply;

• give an indication of the number of black owned and/or black women
owned companies which operate within the sector;

• give an indication of the percentage of Transnefs procurement spend on
black owned and black women owned companies operating in the sector
over the previous 3 to 5 Years;

• identify the obstacles to success i.e. why are black owned and black
women owned companies not achieving success, when bidding for
Transnet contracts e.g. pricing, quantity, etc.

• explain why an Increased weighting for black ownership Is unlikely to
achieve the desired result and why a set-aside Is the only solution;

• explain that the percentage spend in relation to the contract/sector
targeted for the set aside Is relatively small when compared with
Transnefs overall spend;

• demonstrate that the set aside will not operate in an overly harsh manner
In relation to entitles that are not black owned or black women owned;

• explain that the use of set asides will not be a permanent feature in
relation to the procurement of the1 relevant commodity, but will be used
on a case by case basis to Increase Transnefs procurement spend on
black owned and black women owned companies;
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demonstrate that the principles of competitiveness and cost effectiveness
are not materially undermined.

10.3 MEASUREMENT OF B-BBEE STATUS

10.3.1 Measurement as per scorecard

Bid documents must specifically state that all Suppliers will be measured in
accordance with the DTI Generic Scorecard provided for in the Codes of Good
Practice or the applicable Sector Code.

Transnet prefers doing business with enterprises that share its values, and are
prepared to contribute to meaningful B-BBEE Initiatives (e.g. subcontracting, JV's
etc) as part of their Bid responses. Transnet will accordingly allow a preference
to companies who provide a B-BBEE Verification Certificate. As a general rule,.
Transnet will award between 10 and 40 points to a Bidder on the basis of the B-
BBEE Verification Certificate3. The remaining points will be allocated to FRC
(Current) and FRC (Future) (see Table 10 above for an indication as to how the
available points for preference will be divided between the scorecard, FRC
(Current) and FRC (Future). Transnet requires prospective Bidders to have
themselves verified by any verification agency accredited by the South African
National Accreditation System ("SANAS") or Registered Auditors approved by the
Independent Regulatory Board of Auditors ("IRBA") in accordance with the
approval granted by the Department of Trade and Industry. Verification
certificates are only valid for one Year from the date of issue. Enterprises will be
rated by such agencies based on the following:

TABLE 11

-M^LEnterpl|5sSf

Large

Qualifying Small
Enterprise (QSE)

Exempted Micro
Enterprise (EME)

In excess of R35
million

Between R5 million
and R35 million

R5 million or less

^fB^BE©p^^^^Ed^S;

All 7 elements

Any 4 elements (equal weighting of
25% each)

Deemed to be 100% compliant.
Automatic Level 4 rating irrespective of
race of ownership

10.3.2

a) Exempted Micro Enterprises (EMEs) are defined by the Codes as companies with an
annual total turnover of R5 million or less. EMEs enjoy a deemed B8BEE recognition
of a Level 4 contributor. EMEs which are either 50% Black owned or 50% Black
women owned are promoted to a Level 3 contributor.

b) Sufficient evidence of qualification as an EME is an auditor's certificate (auditors
need not meet the prerequisite for Independent Regulatory Board of Auditors
CIRBA") approval to provide B-BBEE assurance services for the purpose of
conducting verification and Issuing EME B-BBEE certificates), a certificate issued by
an accounting officer as contemplated in the Closed Corporations Act 69 of 1984, or
a certificate issued by a Verification Agency accredited by SANAS.

In addition to the above, Bidders who wish to enter into a Joint Venture or sub-
contract portions of the contract to B-BBEE companies, must state in their bids
the percentage of the total contract value that will be allocated to such B-BBEE
companies should they be successful in being awarded any business. A rating

This will depend on whether FRC (Current) and FRC (Future) will also be evaluated as part of Preference. Should It be
decided that only B-BBEE scorecard Is going to be used to evaluate preference, the total points for B-BBEE scorecard
may range from 20 to 40 points.
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certificate in respect of such B-BBEE JV-pt ne; an(i / or sub-contractor/s, as
well as a breakdown of the distribution, o"" • ~ i a .•smsntioned percentage must
also be furnished.

10.3.3 Transnet has adopted a scoring metho3yr y I -..r-ed on a maximum 20 to 40
points to be allocated to preference oc wn i e na/timum of 10 points will be
allocated to a Bidder based on its B-BBEE sr -ec 1

10.3.4 Based on the overall performance of a sup ier •sing the Generic Scorecard, It
receives one of the following B-BBEE status- s a -a point out of 10 is awarded
based on Figure [13] below:

"̂ 5 on pw Ijprjpric .S-rirecatd

j'13j£'B-BBEt'Sec; ca, '..•'"'• :

10.3.5 B-BBEE points must be claimed by Bid J-rs . ijsl
Claim Form. This Claim Form m i n i ':>:; W.
annexed as Appendix D.

the B-BBEE Preference Points
a: : returnable document and is

10.3.6 Measurement based on Further Re

Points will be allocated in respect, uf ;:>
CURREffT B-BBEE status at ttie time cS .-
allocated based on the extant to v:\i;r
management control and employrrmril e
targets. Please note that a Responds,!!
employment equity at the time of I fe si'
which is reflected In the B-BBEE i.o
(Current) the bidder must reflect his B -f.:

bid. Supporting documentation may l>: -
12 below - a guideline on evaluating

TABLE 12

-'-'1:1

refr
;. . : £ • ! ' •

: • i ; •

:io
1C£

.sit
R

ne
ne'
on

tat
ec

" iQ.. ;n*

Criteria (FRC) (Current)
.0 measure the Respondent's
cf their bid. These points are

-;"oiident's current ownership,
o • exceeds certain minimum

iij), management control and
i' rti-: bid, may differ from that
rnn claiming points for FRC

si. the time of submitting the
i tliis regard. Please see Table
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1. The percentage of the
business owned by
Black' persons.

2. The percentage of the
business owned by
Black Women.

3. The percentage of
the business owned
by black youth.

4. The percentage of
the business owned
by black youth and/or
black Persons living
with Disabilities

5. The percentage of the
business owned by
Employment
Schemes/Co-
Operatives.

B j ^ j g r d t P ^ c i p a t l b n u i

1. The percentage of
Black Board members
in relation to the total
number of Board
members.

Indicate ownership in the r snds of
Black persons as a percent ge of
total ownership op the orr- isation.

Indicate ownership in the •- ands of
Black women as a percent, je of
total ownership of the org= lisation.

Indicate ownership in the ands of
Persons living with DlsabW es as a
percentage of total owner- lip of
the organisation,

Indicate ownership in the ands of
Persons living with Disabii :es as a
percentage of total owner nip of
the organisation.

Indicate ownership in the ands of
Employment Schemes/Co
Operatives as a percentac : of total
ownership of the organise on.

Indicate the number of b ck Board
members as a psrcentag- of the
total Board.

1

Points will be
allocated for any

percentages >25%
to 100%, on a sliding

scale

Points will be
allocated for any

percentages >10%
to 100%, on a sliding

scale

Points will be
allocated for any

percentages >5% to
100%, on a sliding

scale

Points will be
allocated for any

percentages >3%to
100%, on a sliding

scale

Points will be
allocated for any

percentages >5%to
100%, on a sliding

scale

Points will be
allocated for any

percentages >50%
to 100%, on a sliding

scale

26 - 30% = 1
31-40% = 2
41 - 50% = 3
51 - 60% = 5
61-70% = S
71-74% = 7

75 -100% =10
10 - 20% = 1
21 - 30% = 2
31-40% = 4
41 - 50% = 5
51 - 60% = 6
6 1 - 70% = 7
71 - 75% = 8

76 - 100% = 10
6 - 20% = 1
21 - 30% = 2
31-40% = 3
41-50% = 4
51 - 60% = 5
5 1 - 7 0 % = 6
71 - 80% = 7
8 1 - 9 0 % = 8
9 1 - 9 5 % = 9

96 - 100% = 10
3-5% = 1

5.1-7% = 2
7.1-10% = 3
11-20% = 4
21-30% =5
31-40% » 6
41-50% = 7
51-60% = 8
61-70% = 9

71-100% = 10

6 - 10% = 1
11 - 20% = 2
21 - 30% = 3
31 - 40% = 4
41 - 50% = 5
51 -60% = 6

• 6 1 - 7 0 % = 7
71 - 80% = 8

80 - 100% = 10

51-55% = 1
56-60% = 2
61-55% = 3
66-70% = 4
71-75% = 5
76-80% = 6
81-85% = 7
86-90% = 8
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U

"

2.

• - $ • •

1.

2.

3.

D.

1.

||ar3p|itof^:$f

The percentage of
Black Female Board
members in relation
to the total number of
Board members.

^n?gernentf;(j^g&:

The percentage of
Black Senior Top
Management involved
in day to day
management of the
organisation, in
relation to the total
Top Management
cadre.

The percentage of
Black Middle
Management involved
In day to day
management of the
organisation, in
relation to the total
Middle Management
cadre.

The percentage of
Black Junior
Management involved
in day to day
management of the
organisation, in
relation to the total
Junior Management
cadre.

Employment Equity (

The percentage of
Black employees as a
percentage of the
total workforce i.e. of
all employees In the
organisation.

Indicate the nur )&r of black female
Board members s a percentage of
the total Eoard.

"- r'.-'N i.Iris'—*-k ~r.\".-:;'.'. -•i'.-lf^S
Provide the pe entage of Blacks
that are appor id by the Board
and operatiana involved in the
day to day To^ management of
the business, with individual
responsibiifty f • overall and/or
financial mans ;ement of the
business and : dvely involved in
the devs pment and
implementation f overall strategy
ofLheorgsnisat; i .
Provide the pe :entage of Blacks
appointed by th- organisation in the
middia mana;/ ement cadre and
operationally in Ived In the day tD
day managsme of the business,
with individual ;sponsibility for a
particular area ithin the business
and actively inv ved in the day to
day manage ient of the
organisation.
Provide the pe entage of Blacks
appointed by th : organisation in the
junior rnanat, merit cadre and
opereijonsliy in' Ived in the day to
day running of he business, with
individual res >nsibility for a
particular area ithin the business
and actively involved in a
supervisory role vith regard to the
day to day rr riagement of the
organisation.

E E ) : . . ' "'• • ••'! • • • " ' • ' '

Indicate the nui ler of Black
employees as e srcentage of the
organisation's tc il workforce.

Points will be
allocated for any

percentages >50%
to 100%, on a sliding

scale

Points will be
allocated for any

percentages >40%
to 100%, on a sliding

scale

Points will be
allocated for any

percentages >63%
to 100%, on a sliding

scale

Points will be
allocated for any

percentages >68%
to 100%, on a sliding

scale

Points will be
allocated for any

percentages >65%
to 100%, on a sliding

scale

^ S c o f e b u t pFiO': ' ; '

91-95% =
96-100% =

51-55% =
56-60% =
61-65% =
66-70% =
71-75% =
76-80% =
Bl-B5% =

•86-90% =
91-95% =

95-100% =

41-45% =
46-50% =
51-55% =
56-60% =
61-65% =
66-70% =
71-75% =
76-80% =
81-85% =

86-100% =

64-67% =
68-71% =
72-75% =
76-79% =
80-83% =
84-87% =
88-91% =
92-95% =

96-100% =

69-71% =
72-74% =
75-77% =

7B-80% =
81-83% =

" 84-86% =
87-89% =
90-92% =
93-95% =

96-100% =

66-68% =
69-71% =
72-74% =

75-77% =
78-80% =
81-83% =

9
10

1
2
3
4
5
6
7
8
9
10

1
2
3
A
5
6

7
8
9
10

1
2
3
4
5
6
7
8
10

1
2
3
4
5
6
7
8
9
10

1
2
3 |

4
5
6
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2. The percentage of
Black women
employees as a
percentage of the
total workforce.

3. The percentage of
Black youth and/or
Black disabled
employees in relation
to the total number of
employees in the
organisation.

Indica'.: the number of Black
wome employees as a percentage
of the rganisation's total
workf" :e.

Indies >. the percentage of Black
dlsabl- i employees in relation to
the to J of ail employees In the
organ ation.

Points will be
allocated for any

percentages >40%
to 100%, on a sliding

scale

Points • : i | be

allocated for any
percentages >2%to

10%, on a sliding
scale

84-86% = 7
87-89% = 8
90-92% = 9

93-100% = 10

41-45% = 1
46-50% = 2
51-55% = 3
55-60% = 4
61-65% = 5
66-70% = 6
71-75% = 7
76-80% = 8
81-85% = 9

86-100% = 10
3% = 1
4% = 2
5% = 3
6% = 4
7% = 5
8% = 6
9% = 7
10% = 8

11 -12% = 9
13 - 15% = 10

Once all FRC (Current) avs ation criteria have been scored, the scores must be reduced to the weighting
allocated to FRC (Current).

For example, assume a wt jhting of 10 points has been allocated to FRC (Current). A particular Bidder
scored 100 for FRC (Currei :) out of 130 points (as there are 13 criteria for FRC (Current) scored out of
10). The Bidder's score mu be divided by 130 and multiplied by the weighting of 10 in order to obtain the
weighted score for FRC (Cu ent) i.e i ^ x 10 = 7.7

) ^

10.3.7 Measur

In additlc
further pc
points for
BBEE star
calculated
Transnet'-'
contain a
Transnet,

Furtherrrsc
and provi
terms of
suppliers'
required. F

ment based on Further Recognition Criteria (FRC Future)
to points allocated on the basis of the scorecard and FRC (Current),
its may also be allocated in respect of FRC (Future). Bidders may earn
HC based on the extent to which they commit to improving their B-
3 over the contract period. Points are allocated on an ascending scale
Dn the extent to which Bidders propose to maintain, meet or exceed
compliance targets. The contract with the Successful Bidder must
jenalty dause which stipulates the penalties that will be imposed by
tiould the Bidder fail to maet the preference targets in the contract
e, failure to achieve FRC Future targets will result in breach of contract
i Transnet with cause to terminate/cancel the contract Milestones in
chlevernent of FRC (Future) targets per year must be stipulated in
ontracts so that penalty/breach of contract clauses may be invoked if
ease see Table 13 below - a guideline on evaluating FRC (Future).
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TABLE 13

1. The percentage of the
business owned by Black
persons.

Provide a commitment based on
the extent to which ownership in
the hands of Black persons as a
percentage of total ownership of
the organisation will (a) be
increased; or (b) be maintained in
excess of the compliance target
over the contract period.

Score will be allocated
for any percentages

>50% to 100%, on 2
sliding scale

51-55% = 1
56-60% = 2
61-65% = 3
66-70% = 4
71-75% = 5
76-80% = 6
81-85% = 7
86-90% = 8
91-95% = 9

96-100% = 10

2. The percentage of the
business owned by Black
women.

Provide a commitment based on
the extent to which ownership In
the hands of Black women as a
percentage of total ownership of
the organisation will (a) be
increased; or

(b) be maintained In excess of the
compliance target over the
contract period.

Score will be allocated \
for any percentages
>30% to 100%, on a

sliding scala

31-35% = 1
36-40% = 2
41-45% = 3
46-50% = 4
51-55% = 5
56-60% = 6
61-65% = 7
66-70% = 8
71-75% = 9

76-100% = 10

3. The percentage of the
business owned by Black
ynurh

Provide a commitment based on
the extent to which ownership In
the hands of black youth as a
percentage of total ownership of
the organisation will (a) be
increased; or (b) be maintained In
excess of the compliance target
over the contract period.

Points will be allocate*:
for any percentages
>5 to 100%, on a

sliding seals

4. The percentage of the
business owned by Blsck
Persons living with
Disabilities

Provide a commitment based on
the extent to which ownership in
the hands of persons living with
disabilities as a percentage of total
ownership of the organisation will
(a) be increased; or (b) be
maintained in excess of the
compliance target over the •
contract period.

Points will be allocate--,
for any percentage

above 3%to 100% or
a sliding scale

5. The percentage of the
business owned by
Employment Schemes/Co-
Ope ratlves.

Provide a commitment based on
the extent to which ownership in
the hands of Employment
Schemes/Co-Operatives as a
percentage of total ownership of
me organisation will fa) be
Increased; or (b) be maintained In
excess of the compliance target
over the contract period.

Points will be allocate'
for any percentages
>10% to 100%, one

sliding scale

1 = 6 -20%
2 = 21-30%
3 = 31-40%
4 = 41-50%
5 = 51-60%
6 = 61-70%
7 = 71-80%
8 = 81-90%
9 = 91-95%

10 = 96-100%

3-5% = 1
5.1-7% = 2

7.1-10% = 3
11-20% = 4
21-30% =5
31-40% = 6
41-50% = 7
51-60% = 8
61-70% = 9

71-100% = 10

11-20% = 1
21-30% = 2
31-40% = 3
41-50% = 4
51-60% a 5
61-70% = 6
71-80% = 7
81-90% = 8

91- 100% = 10

B.Pqaird
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1. The percentage of Black
Board members In relation
to the total number of
Board members.

2. The percentage of Black
Female Board members in
relation to the total
number of Board

members.

tlilSnl^ift
l.The percentage of Black

Senior Top Management
Involved in day to day
management of the
organisation, In relation to
the total Top Management
cadre.

2.The percentage of Black
Middle Management
involved in day to day
management of the
organisation, in relation to

the total Middle
Management cadre.

i

Provide a commitment based on
the extent to which the number of
black Board members as a
percentage of the total Board will
(a) be increased; or (b) be
maintained

in excess of the compliance target
over the contract period.

Provide a commitment based on
the extent to which the number of
Black Female Board members as a
percentage of the total Board will
(a) be Increased; or (b) be
maintained

In excess of the compliance target
over the contract period.

Provide a commitment based on
the extent to which the
percentage of Blacks appointed by
the Board and operationally
involved In the day to day Top
management of the business,
with individual responsibility for
overall and/or financial
management of the business and
actively involved in the
development and implementation
of overall strategy will (a) be
increased; or (b) be maintained in
excess of the compliance target
over the contract period.

Provide a commitment based on
the extent to which the
percentage of Blacks appointed by
the organisation in the middle
management cadre and
operationally Involved in the day
to day management of the
business, with Individual
responsibility for a particular area
within the business and actively
involved in the day to day
management of the organisation
will

(a) be Increased; or (b) be
maintained in excess of the
compliance target over the

SdomplTam:

Score will bf.
for any per

sliding

Points will b :

for any pe:
>50%to i :

sliding

ft?-" _
Score will t
for any pe.

>40% to 1
sliding

Scors will t
for any pt.

>63% to 1
slidinc

allocated
stages
%, on a

ale

allocated
entages
1%, on a
cale

allocated
:entages
}%, on a
CTle

allocated
rentages
0%, on a
;cale

51-55% =
56-60% =
61-65% =
66-70% =

71-75% =
76-80% =

81-85% =

91-95% =
96-100% =

51-55% =
56-60% =
61-65% =
66-70% =
71-75% =
76-80% =

81-85% =

91-95% =
96-100% =

41-45% =
45-50% =
51-55% =
56-60% -
61-65% =
66-70% =
71-75% =
76-80% =
81-85% =

86-100% =

64-67% =
68-71% =
72-75% =
76-79% =
80-83% =

84-87% =
88-91% =
92-95% =

96-100% =

1
2
3
4

5
6
7
aa
9
10

1
2
3

4
5
6
7
Q0
9
10

1
2
3
4
5
6
7
8
9
10

1
2
3
4
5
6
7
8
10

Chapter 10: Preferential Procurement Approach

August 2012

Page 66 of 202

0057-0365-0001-0116

TRANSNET-REF-BUNDLE-00644



366
FOR INTERNAL USE ONLY PROCUREMENT PROCEDURES MANUAL

I
I
I
I
I

I
I
I

I
I
I
I
I
I

3.The percentage of Black
Junior Management
involved in day to day
management of the
organisation, In relation to
the total Junior
Management cadre.

contract period.
Provide a commitment base;; on
the extent to v/bich the
percentage of Blacks appoints i by
the organisation in the j i n i o r
management cadre and
operationally Involved in ths day
to day running of the busiress,
with Individual responsibility far a
particular area within the bus- less
and actively Involved ir a
supervisory role with regard t- the
day to day management or the
organisab'on will (a) be incre: ;ed;
or (b) be maintained in exce s of
the compliance target over the
contract period.

P . Err ip loynient Equity; (EE):_ . - ;^t ' . ' : ; ' • I - J ; * ; ; ^ " '^ -;.'• ' '-•;•'

1. The percentage of Black
employees as a
percentage of the total
workforce i.e. of all
employees in the
organisation.

2. The percentage of Black
women employees as a
percentage of the total
workforce.

3. The percentage of Black
youth and/or Black
disabled employees In
relation to the total
number of employees in
the organisation.

•E.^Prefe^entiarPr0Curern6

Provide a commitment based n
the extent to which the numb r of
Black employees as a percent: ge
of the organisation's total
workforce will (a) be increase:; or
(b) be maintained in excess c? the
compliance target over the
contract period.

Provide a commitment based n
the extent to which the numb r of
Black women employees as a
percentage of the organisation's
total workforce will (a) be
increased; or (b) be maintained In
excess of the compliance targ t
over the contract period.

Provide a commitment based m
the extent to which the
percentage of Black disabled
employees In relation to the t cal
of all employees in the
organisab'on will (a) be Incre? ed;
or (b) be maintained in exces. of
the compliance target over th .
contract period.

l^isgSjarjjeii

Score will be allocated
for any percentages

>68% to 100%, on a
sliding scale

Score will be allocated
for any percentages

>65% to 100%, on a
sliding scale

Score will be allocated
for any percentages
>40% to 100%, on a
sliding scale

Score will be allocated
for any percentages
>2% to 10%, on a
sliding scale

69-71% = 1
72-74% = 2
75-77% = 3
78-80% = 4
81-83% = 5
B4-86% = 6
87-89% = 7
90-92% = 8
93-95% = 9

96-100% = 10

...

66-68% = 1
69-71% = 2
72-74% = 3
75-77% = 4
78-80% = 5
81-83% = 6
84-86% = 7
87-89% = 8
90-92% = 9

93-100% = 10
41-45% = 1
46-50% = 2
51-55% = 3
56-60% a 4
61-65% = 5
65-70% = 6
71-75% = 7
76-80% = 8
81-85% = 9

86-100% = 10
3% = 1
4% = 2
5% = 3
6% = 4
7% = 5
8% = 6
9% = 7
10% = 8

11 - 12% = 9
13 - 15% = 10
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1. B-BBEE procurement
spend from all suppliers
based on the B-BBEE
procurement recognition
level as a percentage of
total measured
procurement spend

2. B-BBEE procurement
spend from QSEs based
on the applicable B-BBEE
procurement recognition
levels as a percentage of
total measured
procurement spend.

3. B-BBEE procurement
spend from EMEs based
on the applicable B-BBEE
procurement recognition
levels as a percentage of
total measured
procurement spend.

4. B-BBEE procurement
spend from any of the
following suppliers as a
percentage of total
measured procurement
spend:

• Suppliers who are
more than 50%
Black-owned

• Suppliers who are
more than 30% Black
women-owned

•^?i=Req :uiretLRe ' %tpTS&s~-k-$:i

Provide a commitm-: i t based on
the extent to which 3-BBEE spend
will (a) be increase^ or (b) be
maintained in exces;, of the
compliance target o er the
contract period.

Provide a commitm- i t based on
the extent to which 3-BBEE spend
from QSEs will (a) h j. increased;
or (b) ba maintains* in excess of
the compliance tare :t over the
contract period.

Provide a commitm ..nt based on
the extent to which 3-BBEE spend
from EMEs will (a) r 2 increased;
or (b) be maintaine in excess of
the compliance tare -:t over the
contract period.

Provide a commitm nt based on
the extent to which spend from
suppliers who are n Dre than 50%
Black owned or 30";: Black women
owned will (a) be ir Teased; or (b)
be maintained In e> :ess of the
compliance target c 'er the
contract period.

.F.fenterprrsQbevei6prhentC^D)i; ..-; ,• \ ;.:•-.;••;y >.-:\;-••••;

1. The organisation's annual
spend on Enterprise
Development as a
percentage of Net Profit
after Tax (NPAT)

ride a commitment b ised on the
extent to which yoi: •
organisation's annu .1 spend on
Enterprise Develop, tent initiatives
as a percentage of ' 3 Net Profit
after Tax will (a) be Increased; or
(b) be maintained i i excess of the
compliance target c /er the
contact period.

-Cdtnplig'nce Target?

Score will be
allocated for any
percentages >50%
to 100%, on a sliding
scale

Score will be
allocated for any
percentages >10%
to 100%, on a sliding
scale

Score will be
allocated for any
percentages >10%
to 100%, on a sliding
scale

Score will be
allocated for any
percentages >15%
to 100%, on a sliding
scale

'••• . •JSCv» ' ;v ; . ; . ' > : ^ ••'••' ''••'•

Scores will be
allocated for any
percentages > l % o f
NPAT, on a sliding
scale

OR

based on the actual
Rand-value spent on
ED

51-55% = 1

56-60% = 2
61-65% = 3
66-70% = 4
71-75% = 5
76-80% = 6
81-85% = 7
86-90% = 8
91-95% = 9

96-100% = 10

11-20% = 1

21-30% = 2
31-40% = 3 — .
41-50% = 4
51-60% = 5
61-70% = 6
71-80% = 7
81-90% = 8
91-95% = 9

96-100% = 10

11-20% - 1

21-30% = 2
31-40% = 3
41-50% = 4
51-60% = 5
61-70% = 6
71-80% = 7
81-90% = 8
91-95% = 9

96-100% = 10

16-20% = 1

21-30% = 2
31-40% = 3
41-50% = 4
51-60% = 5
61-70% = 6
71-80% = 7

81-90% = 8
91-95% = 9

96-100% = 10

. - . ' - . • " i • • ! • • ' • . : • • ; = . ' • • . . - • ; - • • ; • • • • • . • ; • ;

- . .'. - V - . v - v ..-.•.>.;•.•••.-,:.;.•

< 1 % = 0

1%-1.4% = 1
1.5- 2.9% = 2
3%-4.9% = 3
5% -10% = 4

>11% = 10
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Once all FRC (Future) evaluation criteria have been scored, the scores must be reduced to the weighting allocated
to FRC (Future).

For example, assume a weighting of 15 points has been allocated to FRC (Future). A particular Bidder scored 100
for FRC (Future) out of 180 points (as there are 18 criteria for FRC (Future) scored out of 10). The Bidder's score
must be divided by 180 and multiplied by the weighting of 15 in order to obtain the weighted score for FRC
(Future) l.e. ^ x 15 = 8.33

r
I
I

'.i

•j
I!
I
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CHAPTER 1 1 : LOCAL CONTENT

11.1 Increased Local Production and Content ("LC") forms an Integral component of Tr=ns- "s Supply Chain
Strategy. This Is aligned to Government's vision as articulated in IPAP 2 and the •JGP as welt as
Transnet's Supply Chain Policy. Transnet Entities are therefore required to actively prorr. 5te local content
and production in their bidding processes.

11.2 Designated sectors

11.2.1 The PPPFA Regulations, 2011 which came into effect on 7 D cember 2011,
prescribe how Local Production and Content is to be measured ' l public sector
Bids. In accordance with Regulation 9(1), when issuing bids Involv ig "designated
sectors" Transnet must advertise such bids with a specific Bid cor iition that only
locally produced goods, services or works which meet a stipulated minimum
threshold for Local Production and Content will be considered.

11.2.2 Designated sectors are those sectors which have been designated by the
Department of Trade and Industry ("DTI"} for Local Production aru Content. The
following table indicates the designated sectors and minimum thr shold for local
content as determined by the Department of Trade and Industr / and National
Treasury:

TABLE 14

I
I
I
I
I
I
I
I

Textile, clothing, leather and footwear .....

Power Pylons (not including Steel)

Rolling Stock

Canned/processed vegetables

Buses (bus body)

100%

65%

80%

80%

o

11.2.3 Please note that the above reflects only the first wave of deslgnat- d sectors as at
the date of issue of this PPM. Future changes to the list of des gnated sectors
and/or the applicable thresholds will be communicated as they are issued by
National Treasury.

11.3 Non designated sectors

11.3.1 When issuing bids in sectors that have not been specifically desic lated for Local
Production and Content ("non designated sectors"), Transnet will a tively promote
Locil Production and Content where possible. Therefore, before e jproaching the
market, Transnet Entities are required to conduct proper mar.at analysis to
determine on a case by case basis whether opportunities for Local Production and
Content exist Where opportunities do exist, this must be r fleeted in the
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* procurement strategy. Furthermore, in accordance with Regulation 9(3), the RFP
,—. must reflect the minimum threshold for LC that must be met by bidders to qualify
-' J for further consideration. Bidders who fail to achieve the set minimum
t j thresholds will be disqualified from the bidding process.

1
I
I

11.3.2 In this regard Transnet must constiously look for ways to Incorporate local
content In its tenders, where appropriate, particularly where the tender falls
within one of the sectors dusters identified in IPAP I I . These sector dusters are
as follows In terms of the IPAP 2012/2013 - 2014/2015:

I
J a) Cluster 1 Qualitatively New Areas of Focus
. • Metal fabrication, capital and transport equipment sectors;
I, • Oil and gas sectors;

• 'Green'and energy saving Industries;
'•I • Agro-processing linked to food pridng and security; and

I ). • Boatbuilding.

V ) ^ , b) Cluster 2 Scaled up and Broadened Interventions in Existing IPAP
<-, '''•&' Sectors

I ' ) • Automotive products and components;

• Plastics, Pharmaceuticals and chemicals;
r \ - Biofuels;

I , J • Forestry, paper, pulp and furniture;

Strengthening of links between cultural industries and tourism; and
.; j • Business processing.

I l' c) Cluster 3 Sectors with Potential for Long Term Advanced Capabilities

• Nudear;
j • Advanced Materials; and

_ [J • Aerospace.
/ 11.4 Definition of LC

ma • I 11.4.1 Local Content Is defined as that portion of the Bid price which Is not induded in
If the Imported Content, provided that local manufacture actually does take place.
™ "\ '••, •;.•, Local Production and Content is therefore determined as a percentage of the Bid

.<> price. For example, If the stipulated minimum threshold for Local Production and
Content Is 60%, this means that 60% of the Bid price must be spent on Local
Production and Content (i.e. everything that is not included in Imported Content)
"Imported Content" Is given a very spedfic meaning In the regulations. I t means
"that portion of the tender price represented by the cost of components, parts or
materials which have been or are still to be imported (whether by the supplier or
its subcontractors) and which costs are Inclusive of costs abroad, plus freight and
other direct importation costs, such as landing costs, dock dues, Import duty,
sales duty or other similar tax or duty at the South African port of entry."

I
I

11.5 Evaluation of LC
11.5.1 The calculation of LC can therefore be expressed in the following simple formula:

= value of Local Production & Content
Bid price-value of Imported Content (cost of components, parts & materials)

I
I
I
I

I
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The value of the Local Content must be reflected as a percentage of the bid
price to determine whether it meets the stipulated minimum threshold.

11.5.2 National Treasury requires that the valta of Local Production and Content be calculated

according to the following formula:

I
I

Where

x imported content

y bid price excluding VAT

Prices referred to in the determination of x must be converted to Rand fZAR) by using ~
the exchange rate published by the South African Reserve Bank at 12:00 on the date,
one week (7 calendar days) prior to the closing date of the Bid.

11.6 DTI and National Treasury are In the process of Issuing directives and guidelines to ensure
compliance with the regulations. These directives and guidelines will be provided to Transnet
Entitles as soon as they have been Issued by DTI and NT.

11.7 It is Important to note that LC does not form part of SD evaluation and must be evaluated as
? \ the first threshold in the evaluation process. The evaluation of LC must not overlap or be
i. / duplicated in the evaluation of "local capability and capacity building" which forms part of the

SD evaluation. LC Is purely concerned with the percentage of the bid price that will be spent
locally. "Local capability and capacity building" on the other hand also takes non monetary
measurements into account, such as the number of local suppliers to be utilised, etc.

11.8 It is a requirement of National Treasury that the Declaration Certificate for Local Content (SBD
6.2) form part of the RFP, whenever a minimum threshold for LC Is required. In such
Instances, SBD 6.2 must be listed as a compulsory returnable document SBD 6.2 has been
annexed as Appendix E.

11.9 Note: LC will always be the first threshold - i.e. LC will always be evaluated as a first step, to
....;;, determine whether bids comply with the minimum stipulated threshold for that particular
J? designated sector or non designated sector where Transnet intends to set a minimum

threshold for LC. Bidders that do not meet the set minimum threshold for LC must be rejected
at this stage.I

•j
•j
i
•
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CHAPTER 1 2 : DETERMINING SD APPROACH AND DESIRED SD OUTCOMES

SD (including CSDP and/or B-BBEE) should form an integral part of the procurement strategy In every
procurement transaction. The nature and extent of the SD opportunities will depend on the nature of
the transaction.

Increased Competitiveness, Capability and Capacity (IC3) matrix:

Transnef s SD approach is to leverage the MDS
infrastructure programme to foster economic growth
and promote transformation

SD objectives SD approach

Programmatic

SD objectives

• \ii£.?-!«

'•' • ̂ .•iPrfiferentlalV^V^'i/1 '."•: bi.§£
.-*. ?;.,. 3 Procurement.;>v'.-- * ";•, '•'~*^.2*,^-,"
.r^.":t

;:*.' I*|ao3gement^23ntro|v
!/*; '.-.'.^..& i|V

i": -'35^.r fPj6i^^Jye(6pmait..^-:v'- .5-:^,-

: , o=V i - *£••:';.'^Jicalcipafei!ny8tcapacity

-: 4=:':V:;;J .';•""•"' -':Promoting'tedinol6ny :
;

SirJ:-' '^:;--lpeWdp!ricriri 'cl i iSfy-^': j

—• • '">;'•"rr- Small business p.rbmotion

f Small Busing's.

\ v :;.: \.:'f.-'-':s '•i^M.zt':^' • -•-•:?:•.-'.';fe: I :̂ : Figure [14]'$ SD^Approach' ' * iv ' I :

The Figure referred, to above, categorises SD opportunities based on their value, extent of Industrial
leverage and strategic Importance to Transnet

12.1 SD CATEGORIES

All transactions Involving SD should be evaluated against the IC3 Supplier Development Matrix,
The IC3 Supplier Development Classification Matrix assists in categorising opportunities according
to their Industrial leverage, value leverage and strategic Importance to Transnet Once
opportunities are identified it will be possible to Identify the tools that should be implemented to
maximise the full SD potential from these opportunities.

The categories of SD identified In the Matrix are as follows:
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1 ]

12.1.1 Pr grammatic

Pr grammatic initiatives follow a longer than normal planning horizon and
ge ,erally exceed the funding capacity of Transnefs balance sheet. They are
Id^ itifled either In IPAPII or through Transnet as a strategic fleet Collaboration
be ween the SOC and Government is achieved through focused task teams
wf- jreby infrastructural development and industrialisation are attained through
joi t support and in some cases public spending.

In astment Is focused In plant, technology and skills in both intermediate and
ad anced capabilities to develop competitive advantage. An example is the
Tr nsnet locomotives fleet

12.1.2 St- Jtegic

Str itegic Initiatives follow a 3 to 5 Year planning horizon, Involving investment in
te. mology and/or skills in intermediate capabilities to achieve local capability and-
ca adty building. This ensures that multinational corporations, original equipment
nv: lufacturers (OEMs) and service providers develop a certain percentage of their
Gc ds locally. Strategic initiatives can therefore be used to achieve local
ca ability and capacity building objectives by increasing the competitiveness,
ca ability and efficiency of local suppliers. Strategic initiatives can sometimes
foe. JS on advanced capabilities but will in most cases require government support
to levelop local capability.

12.1.3 Fo- used

Fc used Initiatives Include all medium to high value transactions with limited
inc jstrial leverage and medium to low strategic importance. These Initiatives
acl ress short to medium term contracts that can be leveraged to encourage
su: pller and product development The focus on investment in technology or
ski s enhances existing local industrial capability and/or the ability to supply
str teglc Services. Emphasis will largely be placed on benefiting previously
dis dvantaged individuals. The overall result improves the socio-economic
en !ronment by creating competitive local suppliers. I t furthers the objectives of
err rawerment, transformation, regional development and rural upliftment

12.1.4 Sn ill Enterprise Development

Srr ill Enterprise Development transactions are typically of low value and have no
inc istriai leverage as it Is characterised by low complexity Goods and high
coi ^petition. These initiatives concentrate on increasing the capability of small
loc I suppliers and are targeted toward previously dlsadvantaged Individuals and
co; imunities, providing basic skills development and improving local employment
an; quality job creation, It Includes a wide range of financial and non-financial
Ser /Ices that help entrepreneurs to start new businesses and to grow existing
on s. " - -

12.2 CATEGOR1SATI )N OF TRANSACTIONS INTO THE RIGHT SD QUANDRANT

Transnet has ci signed a focused four-step process for identifying high value generating SD
opportunities (; :e figure [15] below). The process takes Transnefs CAPEX and OPEX spend
and then filters specific commodities by value to Identify significant spend Items. Significant
spend items ar; likely to have the most leverage for SD opportunities. The industrial leverage
analysis provide 3 a view on the risk and the complexity of the commodity to understand the
risk to the sup, Her and to Transnet The process needs to be conducted In its entirety In
order to deterr ine the true nature of the opportunity as there are various elements which
Impact on the c itegorisation of opportunities. Each transaction must be analysed on a 'case
by case" basis taking cognisance of the nature and complexity that is involved In that
particular SD ac Ivity.

I
I
I
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• 1 - TVaosr
' • An :

Complexity
Matrix

Risk
Matrix

Supplier
Intelligence

VatueLever j

l a ; end
D Diraaf

r

Aspsndanatj'siofthe
TransnetCapsx Tid
OpexspentJN'a'j-eand

d p
tfmellnelscorc ;cted.

Through the spend
analysis,
commodities will be
plotted hased on
their respective
cost valuer onto

•the Value/Industrial
leverage quadrants
Informed by the
Supplier Market
Intelligence Matrix,
a9 this will provide
guidance on how
each spend
category will be
treated and what
policy environment
Will be applicable.

Industrial la'erage is
comprised ofi
•Industrial Complexity.
'Ccmrnendalsnd
technical risks.

- Supplier IntElllaencB
•The number of units
purchased and the
duration of
procurement?

Based on thl s anaS'sls
opportunities are
further positioned on •
the framev/ork.

PHoriiisatJc : " ' * •

This anal/si • further
classifies t in
oppoitunMsMnto
direct, indi? .t=nd
community
categories \r. ensure
appropriate
prioritlsaSor! s gh'en
toward the c tegory
and to furtb •ensure
focus

Priorities are Jien
articulated Ir theSDP
and detailed action
plans are &=•
toensuiav-ja
capture.

.' : ' ' ; ;-,:y':.1!^-. .::X. figure [15]'-4Step Process ' ; V'-.

This proce s is briefly described above, but a detailed description can be obtained in th- Transnet
Supplier Development Plan.

12.3 SUPPLI :R DEVELOPMENT (SD) EVALUATION CRITERIA

If a spi cific commodity has been earmarked as a SD commodity, SD should be Inch Jed in the
evaluatDn criteria. A rigid "one size fits all" approach cannot be implements as each
procure nent transaction will need to be evaluated on its own merits based on the nature of
the tra' saction with specific focus areas. The assistance and guidance of the SD IOE must
always >e sought when developing SD criteria.

Depenc ng on the supplier market and what Is feasible and achievable on a sped c bid, SD
criteria vi!l differ on a case by case basis. For example, in one case local manufa:. ure, local
assemb /, industrialisation may be feasible] whilst in another the focus may fei on skills
transfer job creation/preservation and skills development {Figure [16]be\ow).

ii
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The IC3 framework developed by the DPE was adopted to
assist in the pnoritisation of SD opportunities and includes
transformation

Joba»Son/. Jobn«»ti«!l .Rii
tresnvaror: preswwtiorv--^

"•-.•..- • ;.:;.-ij'-I?- !".;;•,;^2-; -?:' T ':: Figure [16]-SO ^ j t e ^ ~ ^ M r : ; ^ a g M ^ p ^ - : ^ ^ i ^ i v ^ ,^£

These broadly stated evaluation criteria that were developed during the planning phase, should
be broken down into specific measurable components and incorporated In the bid documents.
This Is shown in the table below:

•

Industrialisation

TABLE I S

• Value of investment in
plant

• % of Local Content
utilised In ttie
Investment in plant

• Reduction in import
leakage

• Potential increase in
export content

• Quantification of the monetary value invested
In machinery, equipment, buildings

• % of the value Invested In machinery,
equipment, buildings that are sourced from
local companies

• A percentage indication of the increase In
locally supplied Goods and therefore the
resultant decrease In Imports as a result of the
contract

• The % increase in exports that will result from
increased Industrial capability developed in
relation to the award of the contract
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Capability &.
capacity building

Technology
transfer and
sustainability

Skills
development

• % Local Content
• Value of local parts in

relation to the bill of
materials

• Value spent on local
suppliers

• Number of local
suppliers In the supply
chain of the Bidder

• Technology transfer
Including:

o Methods of
manufacturing

o Introduction of
new technologies

o IP transfer (no.
and value)

• Number company
employees to be
trained including:

o Number of
artisans

o Number of
technicians

o Number of Black
People

o Total number of
people

• Number of downstream
supply chain Individuals
to be trained, Including

o Number of
artisans

o Number of
technicians

o Number of Black
People

o Total number of
people

• Certified training

• Rand value on training
to be spent In the
Industry

• Number of bursaries /
scholarships (specify
field of study)

• Planned use of local parts as a percentage of
the total contracted Items

• Planned monetary value of the parts utilised In
the bill of materials (as a percentage of the
total spend)

• Planned percentage monetary value spend on
procurement of Goods and Services procured
from SA suppliers

• Number of South African suppliers that are to
be utilised in the fulfilment of the contract

• Introduction of a new/improved method of
manufacturing

o Provision of new technologies
o For processes
o ICT

o The transfer of patents, trademarks and
copyrights

• No. of individuals within the company (in
South Africa) that the supplier plans to train
over the contract period; training undertaken
in the previous Year will not be taken into
account as past employee training appeais. in
the skills development pillar of the BBBEE
scorecard; criteria broken down as for
Industry training above

• No. of individuals that the supplier plans to
train In the Industry over the contract period;
training undertaken In the previous Year will
be taken into account to make allowance for
suppliers who have just completed a training
drive within the industry

• What percentage of training for 1 and 2 above
complies with local and/or International skills
accreditation

• Total planned monetary value spend (as a %
of contract value) on skills
developmentytralning for the contract period
within the Industry; money spent in the
previous Year will be induded in Year 1 to
make allowance for suppliers who have just
completed a training drive within the Industry

• The number of higher education
bursaries/scholarships provided in the
previous Year and planned for the duration of
the contract

• The number of apprentices that the company
plans to enlist during the course of the
contract

• The monetary value that the supplier Is

Chapter 12: Determining Supplier Development Approach

August 2012

Page 77 of 202

0057-0365-0001-0127

TRANSNET-REF-BUNDLE-00655



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

377

Small business
promotion

Rurai
development
and regional
Integration

*^i5easufal?!e'a|-65shr?t

• Number of apprentices
(specify Industry)

• Investment in schools
in specific sectors (e.g.
engineering)

• % of planned
procurement from QSEs

• % of planned
procurement from
EMEs

• % of planned
procurement from
start-ups

• Non-financial support
provided to small
business

• Joint ED initiatives with
Transnet

• Number of local
employees

• Value spent on local
business

• Proximity of business to
operations

• Number of rural
businesses to be
developed

• CSI spend

prepared to invest In the development and
running of schools to increase technical skills
development

• Refers to the planned procurement from small
business as a % of the total planned
procurement spend

• Suppliers will be given a point for each non-
finandal ED support that they are planning to
give to small business e.g. Professional
support; employee time allocated to assisting
small business

• Suppliers will be given a point for each
financial ED support initiative that they are
planning to undertake during the contract
period e.g. Shorter payment terms; interest
free loans

• The number of ED Initiatives that the supplier
will jointly run with Transnet

• That are aligned to Transnet's objectives

• That are financial or non-finandal in nature

* Number of people to be employed from within
the town / city of operation

• Monetary value to be spent on business within
the town / city of operation

• The locality of the bidder's business in relation
to operations. Preference Is given to regional
(provincial) locality

• The monetary value of CSI to be spent on
rural community development projects

12.4 SUCCESSFUL BIDDER'S FAILURE TO MEET SD TARGETS

The contract with the Successful Bidder must contain a penalty clause which stipulates the
penalties that will be imposed by Transnet, should the Bidder fall to meet the SD targets in the
contract Furthermore, failure to achieve SD targets will result In breach of contract and
provide Transnet with cause to terminate/cancel the contract with the Successful Bidder.
Milestones in terms of achievement of SD targets per year must be stipulated in suppliers'
contracts so that penalty/breach of contract dauses may be invoked if required.
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CHAPTER 13 : DETERMINING BID EVALUATION CRITERIA

13.1 CHOOSING AN APPROPRIATE EVALUATION METHOD

There are two possible evaluation methods that can be followed when evaluating a bid.

Method 1 follows a two-stage methodology where minimum thresholds are set for Local
Content (where applicable - designated sectors), B-BBEE/SD and Quality. Only those bidders
that meet (or exceed) the relevant minimum thresholds, advance to the next evaluation
phase (step 5 in diagram below, where Price/TCO, SD and BBBEE are scored using the pre-
determined weightings. Method 1 is the preferred method for evaluating bids within
Transnet Method 2 is used only in instances where Quality Is of critical Importance and
assigned a greater weighting than price in Step 6 of Phase 2 (SD, B-BBEE and FRC weights
remain unaffected).

13.1.1 Method 1 (Preferred Method)

I
I
I
I
I
I
I

n

[J

PHASE1

Stepi Step 2

Subslanlfca
responsiveness responsiveness

Step]

ftiiimm •
Threshold for

Local
Content*

Step 4 StepS

Minimum Minimum
Thresboldfor Threshold for
BBBEBSD functionaByf

technical

Returnable
documents/ pns-qualifiaEai
schedules

•SD

•B-BBEE
scoTBcaid

Tedihfcal/

funcSonal

PHASE 2

Steps

scoring/100

Step7

Posltentlef
negoSabonfif

applicable)

It*

1

FINAL VilEIGHTED
SCORE

•When issting a tender in a designated sector, Transnet jnus i set a minimum threshold for Local Content When issuing a tender in a ran
designated sector, Transnet has a discretion whether to Inducfe a mln'mum threshoH for Loral Content or not However, as a general nie Transnet
will actively pursue opportunities for Local Content in a] bids, " .

. if Figure [17]: Method 1

Phase 1: A minimum threshold must be set for Local content (where applicable)
and both SD/B-BBEE and Quality. These are separate thresholds, and the Bidder
must meet the minimum criteria for all of these in order to proceed to phase two.

Phase 2: The suppliers who meet the minimum threshold for Local content, SD and
Quality (phase 1) will then be evaluated against each other using price, SD and
BBBEE (including FRC) as criteria •
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[J

<.y

ii
I
I
I
I

(An
13.1.2 Method 2

alternativi used in limited instances where Quality ts of critical importance)

PHASE 1 PHASE:

Slspl Step 2

AdminisfraSvs SubsianOve
responsiveness responsiveness

StepJ

Minimum
Ttirsshcldfof
. Local
Content'

Step* StepS StepS

Minim inn Minimum
Threshddfor Threshold for
BBBEBSD funrikmaRyf

technkal

Step7

Postlender
nego5atlon(if
applicable)

1
. • .V; 1

V i ;

Relumabla
documents;
schaaufes

•SO

'•B-BBEE
sceiscard

Technics!/

funcfonal

F1MAL
TOGHTED

SCORE

HVhsn Issuing a tenc:r in a designated sector, Transnet must set a minimum t tebold for Local Content When issuing t tender in a non
designated sectcr, Tra snet has a dscreSon whether ta lnducfe a minimum threshold for Leal Content or not However, asa g.: leral rule Transnet
will actively pursue opt rttiities for Leal Content In all bids.

Figure [18]: Method 2'; '

• Phrse 1: A minimum threshold must be set for Local Content if applicable and both
SD. 3-BBEE and Quality. These are separate thresholds, and the Bidder r ust meet
the minimum criteria for all of these In order to proceed to phase two.

• Phc.se 2: Quality/Functionality Is Included in the evaluation and has a higher
weghting than Price. The weightings allocated to SD, B-BBEE and FFZ remain
unaffected.

13.2 CHOOSING APPROPRIATE EVALUATION CRITERIA

13,2.1 General principles

Evaluation criteria must be:

• Unan biguous. The bid documents must provide a complete explanation of he scope
of wor'< as well as the criteria and sub-criteria that will be used in the evs uation of
bids. i. are should be taken to ensure that the RFP does not contain any con radictory
clause;. Where drawings are Included as part of the RFP, such drawings must be
comp! :te!y aligned to the written description of the Goods or Services require 1.

• Ratio rai and justifiable. Evaluation criteria must be rationally linke ! to the
projec ad procurement outcomes. I

• Quarr ifiable. If a criterion cannot be measured, it should not be indue id as an
evaluc ion criterion.
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: f
r--. evaluation criteria should be used in the evaluation process that w- *e not stipulated in
. j the RFP document

'• I • Objective. Evaluation criteria should not be written with a spec'-": product In mind,
but should rather describe functional (as opposed to product specir :) characteristics.

3.2.2 Quality criteria

Quality criteria must be determined taking into account the needs ; id expectations of
the end user with regard to functional outcomes of Goods or Servic :, I.e. conformance
to stated requirements. I t is important to note that only necessar quality/ technical
criteria must be included as evaluation criteria. Quality evaluation c iteria must not be
drafted in an exclusionary manner e.g. requesting 10 years expert nee In an industry
when actually 5 years experience would suffice. In developing Q lality criteria, it Is

| necessary to consider how these items are to be measured, verified a id evaluated in Bid-
submissions.

i-C a) Quality criteria may include criteria such asV
. } ' • • - , (i) technical merit;

„ 1 'v>#--J (ii) aesthetic and functional characteristics:
\ (iil) safety characteristics;

' (iv) environmental characteristics (indudir j green economy,
energy conservation and climate contrc );

I (v) quality control practices;
- ' (vi) reliability;
,-. (vii) durability;

1 (viii) method statement (including organiz- Son, logistics and
1 I support resources) relevant to the scop : of work;

(ix) qualifications and demonstrated experi nee of key staff in
relation to the scope of work;

I (x) demonstrated experience of the Bide ?r with regard to
i specific aspects of the project/compara le projects;
/ (xi) running costs;
1 (xii) after sales Service and technical assist: ce;
| (xiil) delivery date;

j \ : A (xiv) delivery period or period of completion;
'"'"" (xv) Inspection or testing requirements;

(xvi) integration with other Goods / Services and
(xvli) training requirements.

b) Where the weighting, for Quality forms a significant part of the c 'erall weighting, at
least 2 persons of the CFST who are conversant with the tech ical aspects of the
bid shall set the evaluation criteria and weightings. These persons shall also
determine the prompts or qualitative indicators for judgment with fixed scores
assigned to each prompt. Quality must be scored in terms o such prompts for
judgment, individually and then averaged, subject to moderatior

c) I t should also be determined whether Interviews, site visits and presentations
should form part of the scoring, and if so, the relative weights . ssigned to each of
these must be determined. These aspects must be clearly dealt with In the RFP. It

I Is important to note that interviews, site visits and 'presentatjor; should only form

I
I
I

* This s 3Ion on quality is largely based on clause 4.3 of the CIDB Standard For Unit, -mity in Construction
Procure, lent
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part of the scoring if there are aspects of the bid tha;-
on the responses to the RFP document.

cannot be evaluated based

d) The evaluation of bids shall be based only on the ' 'ormation contained In Bid
submissions, and where relevant from Interviews, prese stations and site visits.

I
I
I

I
\

) • ; .

- • • .

' -i

i l

I
I

i,

i
I

13.2.3 Price criteria

a) When dealing with more complex bids, tha evaluate i of price must Involve an
evaluation of the Total Cost of Ownership (TCO). In : Jch cases, Bidders must be
requested to provide all information relevant to the evaluation of TCO. I t is
recommended that Bidders be provided with a compr? lensive pridng schedule to
ensure that they all follow a standardised approach wit i pricing. This will fadiitate
uniformity in the evaluation of price. The evaluation )f TCO indudes, but is not
limited to, factors such as:

• Installation costs;

• Warranties;

• Service and maintenance costs;

• Operating supplies;

• Storage costs;

• Commerdal discounts;

• Incoterms;

• Price adjustment conditions; and

• Exchange rate fluctuations.

b) When calculating prices, only discounts which have )een made unconditionally
must be taken into account during evaluation. Howeve , where a discount is made
conditionally, such discount must, despite not bei g taken into account for
evaluation purposes, be implemented when payment is :ffected.

13.2.4 Preference criteria

All Bids should be evaluated against preference criteria. Th : preference criteria, as set
out in Chapter 10, should be induded In the bid document.

13.2.5 Supplier development (SD) criteria

If a spedfic commodity has been earmarked as a SD con nodity, then SD should be
induded in the evaluation criteria. The SD criteria, as deve )ped in Chapter 12, should
be Induded In the bid document

13.2.6 Evaluation of financial stability

Depending on the type of Goods/Services being procured,!
finandal stability of Bidders be evaluated based on their i
etc. Depending on the Importance of the financial stabilib/
finandal stability may either be induded as a pre-qualificat:
criterion. It is important to note that the evaluation of finar
in every bid, particularly those which seek to advan.

' enterprises. Rnandal stability may also be evaluated at the
of paragraph 20.3. !

may be important that the
idited financial statements,
of the successful Bidder/s,
n criterion or an evaluation
:ial stability will not feature
j Start-up and emerging
iscretion of the AC in terms
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13.3 DETERMINING THE WEIGHTING FOR EVALUATION PURPOSES

The weighting of the various components I.e. Quality, Price, SD, and B-BBEE need to be
considered on a case by case basis as each procurement event will differ. It 3 Important
that these be determined upfront and included in the RFX document, Once In- uded in the
RFX document one cannot deviate from that and the evaluation has to be dc e strictly In
accordance with what was stated in the RFX document.

The weighting of Quality requirements as a whole, as well as the sub-requirer lents within
the Quality section, need to be carefully determined to ensure th:-: the end
productyservice is optimal and fit for purpose.

It is suggested that the component weighting should vary in terms of prefere ce, SD and
Quality/price, depending on the particular IC3 quadrant (see Figure [19]be\o\ ).

•/.; Small. Enterprise
••-.' pevcjophient-: ••
. - O t h e r Services,* ";•

Malrikfence & Repairs-

- C ?-•** ' - \ " x l ' , ' • . '*•"'

Method 1 (Total points out of 100)

•Price:
•SD:
• Preference/BBSEE

•Scorecard:
•FRC arrent and Mire:

30-60
20-30
20-40

10
x+y

•Price:
•SD:
• Preferencs/BSBE:

•Scorecard:
- FRD current &. fjtire

3S-6S
15-25
20-10

10
x+y

•Prte:
•SD:
• Preference/BBBEE:

-Scorecard:
-FRC: current & futre

45-65
15
20-40

10
x+y

•Price:
•SD:
• Preference/BBBEE:

-Scorecard:
-FRC currents future

50-70
10
20-40

10
x+y

low Value Open Tender (<RSm)
•Price:
•SD:
• Preference/BBBEE:

-Scorecard
•FRO Current

Quotation
•Price:
•SD:
• Preference/BB3E:

•Scorecard:
•FRCCirrert

10-20
20-40

60-70
10-20
20-40

Method 2 (Total points out of 100)

• Quality:
•Prte:
•SD:
• PrefereitE/BBBEE:

-ScoTEcard:
-FRC current & future:

10
x+y

30-50
10-20
20
20-4Q

• Quality:
•Price:
•SD:
• Preference/BBBEE

-Scorecard:
-FRD current i future

10
x+y

30-50
10-20
20
20-40

•Quality:
•Price:
•SD:
• Preference/BBBEE

-Scoreard:
-FRC current & future

25-35
20-30
15
20-40

10
x+y

10
x+y

'HormaVopen tender
- Quality:
•Price:
•SO:
• Preference/BB8EE

-Scorsard:
-FRC" current and future

Low Value Open Tender (<J&>mj
• QuaSty:
•Price:
«SD:
• Prefersnce/BBBEE;

• Scorecard
• FRC Current

Quotation
•Quality:
•Price:
•SD
• Preference/BBBEE

• Storecard:
• FRC: Current

40
10-30
10
20 -40

40-60
20-30
10-20
20-4C

40
20-30
10-2G
20-40

Tile weghlingsatoe are pmfy inrtcUre and nay be dunged wiftthe approval ^ p p ( p g
M M roSitat depox^ on fte wi^ h t M to^ to teS^tABBEE,tte

l f F r c * ( ) d T C f { ) b d W ^

.-. . Figure[19]:Methods1&2

1]
V
1
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13.4 It Is important that all of the above should be carefully considered by the CFST and included
In the sourdng strategy, the RFX and RFX sign-off template prior to issuing the RFX to the
market, as neither the evaluation criteria, nor the weightings, nor the evaluation
methodology (I.e. Method 1 or 2) may be changed during the evaluation phase.
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CHAPTER 14 : MAIN PROCUREMENT MECHANISMS

14.1 FACTORS TO CONSIDER WHEN SELECTING THE APPROPRIATE PROCUREMENT
MECHANISM

Sourcing/procurement strategies are closely linked to the strategic importance and value c-
the Goods/Services. The first step is to classify Goods/Services on a risk/value matrix. I "
order to determine the importance of Goods/Services to Transnet as well as the appropriate
procurement mechanism to be used, the commodity should be plotted on the four quadrar:
matrix below:

High

Low

Risk to
business

Value of
spend High

. :.,:\'.^ .. 1
The following guidelines will assist in determining the correct procurement mechanism to u:-:
depending on where in the matrix particular the Goods/Services are placed:

TABLE 16

iliiii}
Routine/
Transactlonal

Leverage

Low risk; low spend
Non-criticai items
Many suppliers in the
market

Objective is to minimise
spending significant
time and effort on
obtaining these Goods /
Services through'as
and when' contracts

Low risk; high spend
Non-critical Items
Many suppliers In the
market

;^ mechanism /s=--

Open Bid

Quotation
system (only
when non
repetitive and
under R2
million)

Open Bid

cori
U4

.
T6pti6ris

"As and when"
contract for
short and
medium term

Transversal
contract

Transversal
contract
MAs and when"
contract for
short and
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Bottlenec:- •'

Developm fit

Strategic

• Objective is to leverage
economies of scale

• High risk; low spend

• Limited suppliers

• These are items that
Transnet must have
but which are difficult
to obtain

• Critical Items

• Includes specialised
equipment,
Instrumentation or
software from
proprietary suppliers

• Objective is to secure
supply

• High risk; high spend

• These are items that
are critical to
Transnefs business

:vjvprbciffe~nient3S

• Two stage
bidding system

• Approved list

• Confinement

• Open Bid

• Two stage
bidding system

• Approved list
• Confinement

^cmtract;opltioris,-

medium term

• "As and when"
contract for
medium term

• Fixed quantity

• Medium to long
term contract

• Transversal
contract

Depending on the circumstances of each requirement for the procurement of Goc s or
Services, • iy one of the following main procurement mechanisms or procurement path, may
be utilised

Any vafc RepeOUva
transaction ©.. Limited

market" e
Y

Normally V2 s
>R2m

Repetitive /Onca-
otf

transaction

Competllive
market"'

Open mder
proce: ;iocat /

nali isl)

Normally vs t
>R2m

Repetitive /Once-
off

transaction

CompetiUve
msirkef'AJnknown

market""

* Kncwn marXet - sup lers are listed on ths vendor database
" Umltsd market - or • a restricted number of suppliers exist eg. Original Equipment Manufacturers, Bmasd suppliers ora sole upplter
•"CompefiSva mar)!; -many suppliers exist In (ha market
*~* Unknown marke! Biere Is no clear specification of requiremenls and/or the availability of (he goods/services Is unknown

•-.•.••••'.'• Figure [2JLJ-Procurement Mechanisms : : : .;•'
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14.2 PROHIBITED PRACTICES

14.2.1 As a general rule, the quotation / bidding system must not be used merely to
obtain market related prices for budget or benchmarking purposes.

i
n

14.2.2 In cases where It is absolutely necessary to obtain test bids for budget
purposes only, the request to the market must dearly and unambiguously
state that the request for a quote is for budget purposes only and that no
business will be awarded against this Invitation. Care should, however, be
exercised that such budget pricing exerdse is not abused merely to give
certain contenders advance notification of a new project in the pipeline. It
would be advisable to rather obtain test quotes from more than one, or even
better, all the known suppliers so as not to run the risk of being perceived to
have given only one contender advance notification.

14.2.3 Requirements may not be deliberately split Into parts or items of lesser value
in order to keep the transaction value within a particular Delegation of
Authority level or to keep it below the threshold of an AC or a person with
higher Delegation of Authority. This is considered to be Parcelling.

I
I
I
I
I
I
I
I
I
I

;j

A

14.2.4 Specifications should be functional and fit for purpose, rather than brand- or
product-spedfic Specifications must not include any exdusionary terms.
Compiling a spedfication around one supplier's product is unfair and not
allowed.

14.3 THE QUOTATION SYSTEM FOR VALUES BELOW R2 MILLION REQUEST FOR
QUOTATION ("RFQ")

VijTfae G6b\Js"orcS^~ry1ces"r^^ '.J'-i~-'\r:- • ~-

muffi "p§ ^ ^ ^

14.3.1 Definition

The quotation system is a procurement system used for transactions below R2 million
that are required on a non-repetitive basis.

14.3.2 When to use the quotation system

b) The quotation system is Intended for non-frequent purchases of fairly low
value. It should not be used on a continual / repetitive basis for the same
commodity I.e. Instances where the same commodity is purchased
(sometimes even from the same supplier), but on different purchase
orders/requisitions. This will be regarded as Parcelling.

c) The quotation system is best suited in the following circumstances where:

(i) transactions are valued at less than R2 million;

(ii) the purchase is not required on a repetitive basis. Where the same
purchase is regularly made, consider a fixed term as-and-when-
required contract If market prices of the commodity are volatile and it
Is impossible to obtain firm prices for a specific period (even with price
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14.3.3

review mechanisms included), consider a short term as-and-when-
required contract;

(ili) the value of the transaction would make It Impossible, impractical or
economically unviable to call for Open Bids; or

(Iv) there are opportunities to develop suppliers in order to achieve
transformational objectives. This mechanism Is considered to be the
best avenue to facilitate entry to the market for emerging small B-
BBEE companies.

Advantages and disadvantages of the quotation system

Quick turn-around times in the case of
non-repetitive purchases

This procurement mechanism is not
the most cost-effective as the
benefit of volume discount is lost
Turnaround time is longer when
using the quotation system as
opposed to an 'as and when'
contract, in the case of repetitive
purchases

Risk of limiting competition to only
certain service providers

I
I
I
I
I
I
I

a

:i

I

14.3.4 The authority to obtain quotes

CEOs may at their own disaetion decide to allocate different levels of authority to
different Managers In terms of their Delegation of Authority. The CEO [and ultimately
the Chief Procurement Officer ("CPO")] will delegate specific powers to specific
Managers in the procurement function to invite quotations up to a certain value and
secondly for the award of the business resulting from the quotation system.

Furthermore, the. CEO of a Division may at his/her own discretion and within the
Transnet DoA framework, introduce OD specific control mechanisms for these "low"
value transactions (e.g. Petty Cash policies, etc).

Depending on the value of transactions falling within the quotation
appropriate control measures must be implemented from low value quotes
value quotes:

TABLE 17

system,
to high

Less than R5 000.00

R5 000.00 - R50 000.00

Greater than R50 000.00 -
R250 000.00

Greater than R250 000.00 -
R1000 000.00

Fax/email quotes

Fax/emaii quotes

Fax/email quotes

Short form RfQ request
(receipt of bids at the
tender box)

i

2

3

3 or more
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I
Greater than R1000 000.00 -
R2 000 000.00

Formal RFQ process
(receipt of bids at the
tender box)

3 or more

14.3.5 Number of quotes to be requested

a) As a general rule, a minimum of three quotations should be requested.
However, a buyer may request more than three quotes if necessary. Where it
is impossible to request three quotes e.g. patented articles, OEM spares etc,
one or two quotes will suffice. However, a submission must be prepared with
the reasons for not being able to request at least three quotations. This must
be approved by the CPO or his/her delegate, depending on the value of the
transaction and the delegated authority of the procurement official. Since OEM
spares and components will in all probability be required on a regular basis,
consideration should be given to either the framing of an Approved List, or the

-. conclusion of an "As-and-when required" term contract

"*'*£*' b) I t is important to note that once a request for quotations has been made to
prospective Bidders, a buyer cannot subsequently request further quotes if all
Bidders approached have not responded to the request by the dosing date.

I
I
I

;t j 14.3.6 Transnet Vendor Portal

I 2) An automated Transnet wide Vendor Portal (TVP) has been created for all
' 1 potential suppliers wishing to do business with Transnet to register and update

_ i / their company profiles. The web address is https://vendorportal.transnet.net

; J b) Potential suppliers should provide full details of the Goods/Services on offer,
, / their tax clearance certificate, their BBBEE level, including % Black ownership

• i- J and area of operation. Suppliers will be classified accordingly on the TVP.

I c) Buyers who wish to obtain quotations must proceed to search the TVP and/or
| the OD's own vendor database for potential Bidders.

d) The TVP should ultimately have the functionality to invite quotes from
potential suppliers on a rotational system to ensure an equitable spread of
opportunities among all potential suppliers.

14.3.7 Process

a) As indicated above, the buyer will request quotes from at least 3 potential
Bidders on the TVP where possible.

b) For relatively low value, simple Goods/Services, the RFQ should ideally be
open for 3 to 4 Working Days In order to afford Bidders a reasonable

t opportunity to respond. For higher value, more complex Goods/Services, the
[ J RPQ should be open for a minimum of one week.

I , « c) The bids must be received In a controlled environment, e.g. a dedicated email
/ | address, dedicated fax number on a tender box.

I

"I
II
I

d) As a general rule, quotations are to be evaluated on the basis of price and B-
BBEE. In addition to the 10 points allocated to the B-BBEE Scorecard, bidders
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e)

0

will be evaluated against the current status of their Ownership and
Management Control. Ten points will be allocated to Ownership and a further
10 points to Mar jgement Control (see Rgure [19] above). A minimum B-BBEE
threshold of Lev--:14 should be used as pre-qualificatlon criteria for quotations,
unless not possible. In the event that technical evaluation is also necessary,
the technical evrluation criteria must be pre-determlned and included in the
RFQ document "he highest scoring Bidder is to be selected as the Successful
Bidder.

In instances wh-:re quotes are invited from potential new bidders, the prices
quoted should, where possible, be benchmarked against previous prices paid,
to ensure that T 3nsnet obtains optimal value for money, whilst achieving its
social obligation.

As indicated in p iragraph 14.3.6 (d) above, quotations should be invited from
potential bidders on the TVP on a rotational basis so as to ensure an equitable
spread of opport jnityamong all potential suppliers.

£-.'v • .Figiit i[22]—.Quotation Process. :

14.4 THE OPEN BID PROCESS (RFP)

14.4.1 Definition

The Open Bid Process (RFP) is a competitive process where the general public is
approached with an irvitatJon to bid that is published in the media. All interested
parties are granted an Bqual opportunity to bid for Transnefs business. Once the bid
has dosed, the winmg Bid is selected by means of a transparent evaluation,
recommendation and r indication process.

14.4.2 When to use the open bid process

The Open Bid systei Is the procurement/disposal mechanism best suited to the
following circumstances: i

a) t e monetary value of the purchases is in excess of R2 million;
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c) even If the bid value is less than R2 million, an Open Bid should
be issued if the market is not known or the Goods or Services
are required on a repetitive basis;

-> the market is competitive (I.e. many potential suppliers are
able to provide the required Goods/Services);

c) there are dear and unambiguous specifications to ensure that

all potential suppliers bid for the same product;

?) there is enough time available;

f the value of the transaction must warrant the cost, time and
effort taken to use an Open Bid process; and

c) in cases where Transnefs needs / specifications etc are still
too vague to issue a formal bid, the two-stage Bid system (RFI)
should be followed.

14.4.3 Advantages and disadvantages of the open bid process

The Oper Bid system Is regarded as the
procurerr ent mechanism which best
ensures c pen and fair competition.

The Open Bid process Is time
consuming. In order to ensure that
Goods / Services are delivered to the
business when they are needed, the
need for the Goods / Services needs to
be antidpated well In advance.

Requires significant resources (cost,
time, etc.)

14.4.4 Process

t )

0

Before any bid document may be issued to the market, the
person with the necessary delegated authority must provide
written authority to approach the market. This must include
approval of the evaluation methodology, evaluation criteria and
the availability of funds. The evaluation team is also to be
dedded on at this point

The bid document should be compiled according to the
guidelines set out in Chapter 16 (BidPreparation).

Bids may be advertised in local, national and / or International
media depending on the market and value of the bid.

Bids should be kept open for a reasonable period. Refer to
paragraph 16.3 for more detail.

e) Bids are to be finalised as soon as possible after the closing
date of the bid.

: process below to be followed in the case of an Open Bid process

I]
I
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ft5*3

\ ''•\:-:".'y~':it3-^'~--'-'- ' • -Figure[23]-OperiBidProcess\ "•' :

14.5 APPROVED LIST PURCHASES

14.5.1 Definition

An approved list is generally used for Goods or Services that are required according
to unique specifications, e.g. OEM spares or proprietary articles. An approved list is
framed and utilised for Goods or Services required on a continual basis.

14.5.2 General principles

a) In order to qualify for inclusion on any approved list a supplier
must be able to supply Goods or Services of the quantity and
quality required. Furthermore, if so required, the supplier must
have submitted samples or delivered Goods which have
satisfactorily passed Transnefs quality tests.

b)

c)

d)

Approved supplier status cannot be acquired merely by being
on a Division's Vendor Master or on a B-BBEE Manager's Ust of
EMEs or QSEs for specific Goods or Services. Approved supplier
status can only be obtained after following the process
stipulated below.

Specifications must be drawn up to promote fair competition.

ODs and Specialist Units must attempt as far as possible to
procure off-the-shelf Goods as opposed to drawing up their
own specifications.
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e) An Open Bid may not be issued for Goods/Services appearing
on an approved list

f) Information regarding Transnet's Approved Lists may not be
disclosed to anyone outside Transnet without the written
approval of the GCSCO.

g) The standard template for approved lists must be used.

14.5.3 When to use the approved list process

This procurement mechanism is ideally suited for the following transactions:

a) strategic, high-value, high-risk items, non-standard items which
are not available "off-the shelf;

b) where equipment can only be obtained from Original
Equipment Manufacturers (OEMs) or limited suppliers; or

c) Goods and specialised Services that cannot be sourced from
non-approved suppliers because of Transnefs own unique
specifications, Quality standards, or safety requirements i.e.
commodities that are not freely available in the market from a
range of suppliers.

14.5.4 Advantages and disadvantages of the approved list process

us

• Reduces administrative burden as
there is no need to approach the
open market every time there is a
requirement for Goods/Services.

• Bidders are pre-quallfied and need
not be evaluated on technical aspects
every time there is a requirement.

• New entrants can be accommodated
at any time.

^]^|||||^sad^^^^fe^ijf

Delays between identifying and
approving new entrants Into the
market due to stringent testing
requirements.

14.5.5 .Types of Approved Lfsts

a) . Type 1: Generic Approved Lists - Indefinite validity '
(i) This type of approved list remains valid indefinitely, subject to the

proviso that they must be advertised every 6 months to afford new
suppliers an opportunity to be included onto the list.

(ii) Although the list remains valid indefinitely, the suppliers on the list
will be subject to periodic quality testing in order to maintain their
name on the list. Should suppliers fall to meet quality standards,
their names may be removed from the approved list as per
paragraph 14.5.8.

! (ill) This type of approved list may be framed by following one! of the
two procurement processes outlined below:
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n
• After public Advertisement of the intention to frame an

approved list in a notice requesting all prospective suppliers
j to formally apply.

i ) • By framing an initial approved list of suppliers based on
previous experience and/or tests carried out. The list will

] ( nevertheless be advertised publicly thereafter to invite new
I \ entrants to the market
] \ (iv) Testing: Bidders are entitled to a full explanation of the testing
; j process that was/is to be carried out on their product Bidders may,

j upon request, be allowed to observe the testing process carried out
' \ by Transnet Those Bidders who's Goods fail the relevant tests,
; ] must be provided with detailed reasons why their Goods failed the
', . tests and should be afforded an opportunity to resubmit their

I Goods for testing once the necessary improvements have been
i made.

(v) In either of the two processes listed above, aspirant suppliers may
' J apply for inclusion after the approved list has been established.

) Such suppliers may be provisionally included on the approved list
• v '•• where it is not practical to test their product/sample beforehand

e.g. overhaul of traction motors; reconditioning of transformers for
; j electric substations, etc Potential suppliers in this category will be
>. I subjected to a quality check e.g. ISO certification, previous

experience on work of a similar nature and complexity, quality
r ^ control systems etc Qualifying suppliers will then, subject to AC

I and CEO approval, be placed on the approved list as "aspiring
suppliers". When obtaining bids from suppliers already appearing
on the approved list, the aspiring prospective suppliers must also

' ] be invited to submit bids. If an aspiring applicant is awarded a
/ contract or portion of the contract for testing purposes and

performs satisfactorily, their name must be placed on the approved
' < list by following the normal approval process I.e. AC and CEO

* approval must be obtained.
(vi) A list of all approved lists with their respective specifications,

: | contact details of technical expert, etc. must be displayed on the
; notice/bulletin boards In bid issuing offices so that potential new

_ * entrants are made aware of its existence.
"i (vil) Although the generic approved list remains valid for an indefinite

> .." . period, it must be advertised every 6 months in order to afford new
v . - suppliers an opportunity to be included. However, such approved
; ' lists can be updated at any time. It is not necessary to wait for the
i i 6 month interval to include a new name on the approved list After
; J a new entrant's product has successfully passed the quality tests,

! AC and CEO approval must be obtained and the list must be
t ] updated accordingly.

t i (viii) New entrants may apply at any time for inclusion on the approved
' ! list Any new applications received outside of the 6 month
I j advertising intervals must be dealt with immediately and not held

over until the next Advertisement
, (ix) It is important to note that when such an approved list is utilised to
j solicit bids, all approved suppliers (Including aspiring suppliers, if

no circumstances may only certain names be selected off an
applicable), must be approached and invited to submit bids. Under

: j ! approved list on a selective or rotational basis. Furthermore, all
L ' such requests for bids must be dealt with In terms of the standard

procedures.

i : 1

•j
I!
I
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(x) Award >.:: business on the approved list is subject to approval from
the per:- )n/body with the necessary DoA, as well as the relevant AC
if such t ansaction falls within its jurisdiction.

(xl) I t is imt Drtant to note that the names on the generic approved list
will rerr >in on the list unless their names are removed for one or
other re .-son.

b) Type 2: fybrid Approved Lists - Fixed period validity

Hybrid Approv d Lists are typically used In the following circumstances:

• Compc jtive market where there Is a need to prequaiify suppliers,
as we! as to limit the need to continuously evaluate large
numb": -3 of bids

(i) "Hybrid approved lists" are publidy advertised and framed for a
fixed pe od. The validity period of the list must be dearly stated in
the Adv rrjsement, as well as in the subsequent letter informing
success-" -I applicants of their Inclusion on the Approved List.

00 The na jre of the Goods/Services will inform the decision on
whether to make use of this type of approved list. Typically, a
competi ve market must exist In order to use this type of approved
list Exa iples of such "approved lists" are the Transnet Legal Panel
and the "ransnet List of Approved Security Service Providers.

(ili) Uniike t a generic approved list, no new applications for Inclusion
on the i: t may be considered dui Ing the period that the existing list
is in fore;.

(lv) The me ner in which the approved list is to be structured and
impleme ited must be fully motivated and submitted to the relevant
AC for p or consideration and approval by the CEO.

(v) At the e d of the fixed period, the list must be re-advertised and a
new lis must be framed, If there is still a need for such an
approve list. Suppliers who were included on the previous
approve list must re-apply for inclusion onto the new list, and they
must be nade aware of this when the new list is being advertised.

14.5.6 Authority to frs le an approved list

a) The frami g of an approved list or any amendment thereto must be
approved iy an OD CEO or In respect of Transnet Corporate Centre
C'TCC") r quirements or transversal contracts, the GCSCO, upon
recomme1 jation from the AC

b) The AC v, I be responsible for the distribution of the List within the
particular
communic
distribute
will be re-
access tc
which init
updating •.

entity and to Group iSCM. All Approved Lists should be
ted to the Governance function at Group iSCM, who will
he list to all other ACs in the Transnet Group. Group ISCM
xnsible for developing a shared portal to facilitate easier
all approved lists, by all Transnet entities. The division
ited the list will, however, be. responsible for the periodic

!
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Any person or Enterprise whose application for Inclusion on the
spproved list has been refused or whose name has been removed
from the list, may make representations to the relevant CEO. Should
the person/Enterprise not be satisfied with an OD CEO's ruling, an
; peal may be made to the Group Chief Supply Chain Officer

("GCSCO") whose decision shall be final. In respect of TCC, an
sppeal may be made to the GCFO whose decision shall be final.

14.5.7 Process

a) The OD AC must first provide "in principle" approval for the framing
of an approved list

b) The Advertisement for an approved list must only make reference to
the Goods/Services for which the list is being framed and not the -
names of the approved suppliers.

c) Ail approved lists have to be advertised at least every 6 months, by
maans of a public notice in the appropriate media, Inviting all
interested parties to submit applications for possible inclusion on the
relevant approved list.

14.5.8 Remc. l i of names from the approved list

a)

b)

c)

1 }
I
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The name of an Enterprise may be removed from an approved
list at any time if the Enterprise:

has been convicted of any offence under any law relating to
wages, hours of work or other conditions of employment;

fails or ceases to comply with the requirements of such
approved list; '
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d) continues to perform unsatisfactorily after having been
informed accordingly when measured on any of the following
criteria: timeliness, Quality, price escalation and service;

e) sub-contracts the whole or any portion of a contract for the
supply of Goods or Services in respect of an approved list to an
Enterprise or person whose name does not appear on that list;

f) otherwise acts in a manner which, in the opinion of Transnet, is
construed to nullify the object of framing an approved list;

g) has ceased to carry on business under the name on the
approved list and has not Informed Transnet of this change;

h) has been dealt with in terms of Transnefs List of Excluded
Bidders; ..

i) has shown little interest over a reasonable period to submit
quotab'ons when invited to do so; or

j) has not been awarded any business over a reasonable period
due to non-competitive prices;

Before a name is removed from an approved list, the Enterprise concerned shall be
notified in writing of the intention to remove it from the list including reasons. The
Enterprise shall be afforded the opportunity to make representations as to why Its
name should not be removed from the list

14.6 TWO-STAGE BIDDING SYSTEM (RFI/RFP PROCESS)

14.6.1 Principles

This procurement mechanism is appropriate under the following circumstances as it
takes into account the most satisfactory solution to Transnefs specific procurement
needs:

a) where due to the nature of the Goods / Services being acquired, the suitability
of service providers must first be determined prior to them being invited to bid
for the Goods / Services (pre-qualiflcation);

b) where there is no dear specification of requirements and It is not
feasible/possible for Transnet to formulate detailed specifications for the Goods
or Services required; or

c) where Transnet seeks first to establish the various possible solutions available in
the market in order to determine the best solution for Transnet

In scenarios (a) and (b) above Transnet may draw up a functional specification in the
RFP based on the responses received to a Request for Information ("RFI") taking
into account its specific needs. It Is critical that the specification not be drafted
around a particular supplier's response to the RFI. Intellectual property issues must
be taken into account prior to proceeding to stage two of the process.
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14.6.2 When to use the two-stage bidding process
a) This mechanism is used in assessing the availability of Goods/Services where

there is no clear specification of requirements or where the suitability of service
providers must first be determined prior to the undertaking of any development
work.

b) The use of this mechanism is appropriate where there are various possible
means of meeting the need.

c) The RFI process is ideally suited to projects involving research, development,
studies or experiments. In such instances it is not in the best interests of either
Transnet or the prospective Bidders to develop a detailed plan when It has not
yet been determined as to whether implementation is feasible.

d) The RFI process can be utilised to determine the availability of Goods and
different suppliers' specifications In order for Transnet to draft its own
specifications in such a way that accommodates as many potential suppliers as
possible that are able to provide a product of acceptable quality.

e) To obtain Expressions of Interest (EOI) from the market before stage 2 of the
two-stage bidding process is embarked upon.

14.6.3 Advantages & disadvantages of the two-stage bidding process

• Allows Transnet to obtain an
Indication of what Is available in the
market before approaching the
market with a firm invitation to bid.

• Allows Transnet to draft a clear
specification when it approached the
market

fi=^Spdislad^nSiesigi0!^M5
• The two stage bidding process is a

time consuming process

• There is a risk of possible
infringement of IP

14.6.4 Process

A two stage bidding process Involves the following steps:

a) Stage 1 (RFI stage):

(i) Prospective Bidders are invited to submit their proposals via an open RFI
after approval to approach the market has been obtained.

(ii) The evaluation criteria in the first stage may include criteria such as
technical, Quality, contractual terms, conditions of supply and the
professional and technical competence of the suppliers. Transnet may wish
to request rough costing estimates during this first stage. However, price
would typically not be requested at this stage.

(ill) The RFI must dearly indicate Transnefs intention during the second stage of
the process: I.e. whether:

• suppliers will be subjected to pre-quallflcation criteria and be short
listed in order to proceed to the second stage;

• Transnet will issue an Open Bid based on the responses and
specifications received in the first stage; or

• Transnet will approach one or a shortlist of Bidders based on the
responses and specifications received in the first stage.

(iv) The RFIs received must be evaluated in terms of pre-determlned criteria
which have been made available to all contenders in the RFI.
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(v) A recommendation is made to the AC or relevant authority regard;? | the
outcome of the first stage, and the eligibility of the bidders to partici te in
the second stage.

(vi) AC agreement with the recommendation effectively authorises the ; cond
stage of the process.

b) Stage 2 (RFP stage)

(i) Depending on the option exercised in stage 1, Transnet may either is. ie an
Open Bid or limit the second stage to only one or a shortlist of Bidd s, as
approved by the AC

(ii) Bidders are invited to bid in the normal manner.

(iii) The bids are evaluated and awarded in the normal manner.

•f-
I rfr^i vj-.t. ̂ d i> \

., Figure [25]- Two stage bidding process
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CHAPTER 15 : SPECIAL CASES

l.-.l CONFINEMENTS

15.1.1 Definition

A Confinement Is a mechanism where permission is sought from t e person with the
appropriate Delegation of Authority to "confine" enqui; ss for required
Goods/Services to one or a limited number of Bidders.

< I A Confinement is a departure from the norm of an open, competi: /e bidding process
' ' and as such must be treated with great circumspection. The mist e of confinements

has the potential to entrench monopolies and as such is at odds v th the imperatives
; J of the New Growth Path. The NGP seeks to encourage open c mpetition and the
* ' introduction of new entrants into the market, particularly tho 2 from previously

disadvantaged communities.
:•]
| J It is important to note that confinements only apply to transactio: : over R2m. These

rules therefore do not apply to transactions falling below R2m. Tr: quotation system
r I applies to such transactions regardless of the number of quotatjo > the buyer is able
; f to obtain.

f 1 15.1.2 Grounds

i j Confinements will only be considered under the following circum tances:

a) where a genuine unforeseeable urgency has arisen. Such rgency should not
be attributable to a lack of proper planning. In such case appropriate action
must be taken against the Individuals) responsible for the : ad planning.

b) the Goods/Services are only obtainable from one/limited r mber of suppliers.
For instance, patented/proprietary Goods or OEM spare and components.
Operating divisions are however required to provide eviden 2 that there are no
new entrants to the market who could also be approached;

IL"J c) for reasons of standardisation or compatibility with e isting Goods and

n Services. A case must be made that deviation from e: sting standardized
M Goods or Services will cause major operational disruption, not, confinementsbased on "standardisation" will not be considered; or

j 'd) when the Goods or Services being procured are highly sp :Ialized and largely

I
identical to those previously executed by that supplier ? id it is not in the

, interest of the public or the organization to solicit other offers, as It would

"I
I)
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result in wasted money and/or time for Transnet When this particular ground
,.-. is Intended to be used as a ground for Confinement, it Is important to note

I that all pre-requisites must be satisfied: The Goods or Services must be highly
I1 specialised, almost identical to previous work done and approaching the
, j market again would result in wasted money and time.

\\ 15.1.3 Types of confinements

1 Depending on the circumstances one of the following two Confinement routes will
be applicable:-

a) The normal Confinement route:
• prior authority to confine must be obtained from the person with the relevant

delegation;
• bids will dose at the relevant AC (relevant AC to be indicated In the"

r j submission for approval); and
' ) • • the relevant AC will consider the award of business.

'"'4.y b) Confine and award which is only to be used in cases where there Is a sole
: \ supplier and/or cases of extreme urgency:
'- > ' • prior authority to confine and award must be obtained;

• the submission to the person with Delegated Powers must fully motivate the
;'; reason for the urgency and provide an indicative / benchmark price;
»/ • bids will close at the relevant AC (relevant AC to be indicated in the

submission for approval);
' ] • the business will be awarded by the person with the delegation to the
[ I relevant Bidder provided that the final price is within the benchmark as

initially approved by the person with the delegation to approve the
• j Confinement; and
jj • the AC must be Informed after award.

I 15.1.4 Delegation of authority

'•' a) Depending on the value of the transaction, only the GCE, BADC and the
Transnet Board have the authority to authorise a Confinement.

b) The relevant monetary thresholds for authorising confinements are as follows:

(i) GCE - up to but not exceeding R250 million;

(ii) BADC - up to but not exceeding R l 000 million; and

(iii) The Board - exceeding Rl 000 million.

15.1.5 Process

M • } a ) "^e submission for Confinement must be fully motivated in wrib'ng by the end-
| j user and the OD CPO to the OD's main AC and the OD's CEO for prior written

I support of the recommendation to confine. I t Is important to properly motivate

submissions taking into account all relevant factors. Poorly motivated
. I ! submissions will be referred back to the OD concerned for re-motjvatlon. The

I submission should be submitted on the relevant template under cover of a

memo to the GCE.
, Chapter 15: Special Cases Page 101 of 202
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b) Only If the reasons advanced fc the proposed Confinement are supported and
considered to be in the best ir arest of Transnet, should the Confinement of
business to one or more contenc irs be escalated to Group.

c) The Confinement request must e considered by the Transnet GCSCO and the
Group CFO each of whom sh I Indicate whether or not they support the
request

d) The matter must then be submit =d to the GCE, the BADC or to the Board itself
for final approval depending on t e value of the transaction.

I
I
I
I
I
I
I
I
I
I

•i

5fe. ^ ^ ^ H .

sr i

L "'' rdhfiri.

15.1.6 Confinement divided betv/een IT 3re than one Bidder

Should it be decided to divide the t o t requirement of a Confinement between more
than one Bidder, the total value of the business and not the individual contracts shall
determine the level of approval re ulred for the Confinement Only after the
necessary approval has been obtained may the Individual contracts be signed by the
Manager with the necessary delegated contractual powers.

15.1.7 Amendment to contracts award ? 1 via Confinement

a) Where a Material Amendment (i
more than 10%) to a contra:
matter must be sent to the relt
amendment to ttie original app
the amendment The same pri
amendments equals or exceeds

2. the price, duration or scope is increased by
: awarded via Confinement is required, the
'ant AC for support The AC must submit the
)ver of the Confinement for prior approval of
ciple applies where the cumulative value of
0% of the original contract value.

0
b) Where an amendment increas ; the price, duration or scope by less than

10%, this should be submitted c the AC for approval.

c) Where an amendment to a cor ract results in the value of the Confinement
reaching a higher approval le\ J, the matter must be sent to the original
approver for review and recomr jndabon. Approval must men be sought from
the person with the delegated iUthority to approve the higher value of the
Confinement
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15.2 EMERGENCY PROCEDURE

PROCUREMENT PROCEDURES MANUAL

15.2.1 Definition

a) The following circumstances would normally be regarded as sufficient grounds
for invoking the emergency procedure i.e. a situation has arisen where there is
an imminent risk of:

• human injury or death;

• human suffering;

• serious business disruption that could not have been reasonably foreseen;

• interruption of essential services;

• serious damage to property or financial loss;

• suffering or death of livestock or other animals; or

• serious environmental damage or degradation.

b) The concept of an "emergency" must be applied restricfjvely and should not be
used as an excuse fcr bad planning. As such, in order to qualify for the
emergency procedure:

• the circumstances giving rise to the emergency must not have been
foreseeable;

• engaging in bidding procedures or any other methods of procurement would
be impractical; and

• the occurrence requires immediate action.

An emergency should not be attributable to a lack of proper planning. In such
instances appropriate action must be taken against the individual(s) responsible for
the bad planning.

15.2.2 Process to institute the emergency process

a) The end-user requests authority from the person with the necessary
delegation of authority to institute the emergency procurement procedure. If
possible, the end user must notify procurement of the emergency requirement
telephonlcally followed by email.

b) The duly authorised Manager to invoke the emergency process will consider
the request and decide on whether to grant such authority. He/she will notify
the requestor in the form of an email, SMS or even verbally. If by SMS or
verbally, this must be confirmed in writing or by e-mail afterwards.
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c) Procurement will invite a Bid(s) from a supplier(s) best able to deal with the
emergency immediately. Alternatively, if the emergency occurs after office
hours or it is not possible to contact procurement, the end user, after having
received the required approval as per sub-paragraph (a) above, may invite the
Bid/s directly from suppliers and/or issue instructions to commence the work.

d) Retrospective authority must be obtained as soon as possible thereafter.

15.2.3 Retrospective authority for the emergency procedure

a) The person who has the delegated authority to retrospectively approve the
transaction, must be approached for retrospective authority for tiie
emergency. This person, who is different from the person authorised to
institute the emergency process, must consider the motivation and provide
retrospective authority if the emergency is validated. Please see attached
Appendix F for the Matrix for Approval of Emergency Procedures.

NB: Each Entity is responsible for developing Its own Emergency Procedural
Manual, covering all the relevant disciplines in the entity, and assigning specific
persons and value thresholds, for the different roles (I.e. to institute (invoke)
and to retrospectively approve). Note that the AC may also be utilised to
retrospectively approve the emergency procedure.

b) Retrospective authority must be sought using the standard template.

c) All emergency procedure purchases, irrespective of the value, must then be
submitted to the AC for information purposes.

d) The concept of retrospective authority applies only in the context of
emergencies and does not apply to the condonation process.

e) I f an emergency procedure is followed correctly, condonation is not required.
I t is also important to note that a correctly followed emergency procedure also
falls outside the ambit of the Confinement process.

15.3 HIGH VALUE TENDER PROCESS (HVTP)

15.3.1 Principles

a) The HVTP applies to all transactions falling within the High Value Tender
threshold. The HVTP offers an opportunity for peer review, guidance, advice
and the sharing of good practice and experience. The HVTP subjects all high
value bids to independent scrutiny and validation of all commercial,
contractual, process and governance aspects of the bid process.
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b) The process enables Supply Chain to detect any shortcomings •: t key gateways
and to make appropriate corrections. This further reduces Tr nsnefs risk on
larger value acquisib'ons as any Inefficiencies are addressed bt ?ore any award
of business Is made.

The gateways that are reviewable in the process are as follows:

v£ssEi!S

mms£

'"•pjFigl/te'£27J~ The HVT process

15.3.2 The HVT Process

The following steps must be followed for any transactions falling /ithin the High
Value Tender threshold:

Entitles must contact and Involve the HVT team from the outset of the bidding
process i.e. at the demand review stage;

The HVT team must attend to all procurement processes and advis>
each phase of the process as follows:

• Review the demand and business cases.

• Review the RFX document for accuracy and correctness :
market

• Assess the adequacy of the procurement proposed mech
RFP/RFI/Confinement and determine if governance is be
ensuring that the approval process has been complied with.

• Ensure that in all high value bids, a CFST contains at ;
Financial, Operational and Legal Support

• Advise on the scoring methodology and governance Issue:
evaluation process.

• Advise the teams during the evaluation process on all bids;

• Advise and support teams during the moderation process •
bids;

• Review AC documents for accuracy and correctness.

• Advise teams during the negotiation process and als
governance processes have been followed.

• Advise teams duririg the contracting process and als.
governance processes have been followed.

Entities during

=fore going to

tism used i.e.
g followed by

ast Technical,

related to the

f scores on all

determine if

determine if
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• During each gateway review the HVT team will raise questions and/or
concerns. The teams may not continue with the process until all the HVT
team's concerns have been addressed.

• The HVT team must report significant process breaches to Transnet
management. Firstly at Entity level, and if still not satisfied with the
outcome / corrective action, such matters must be reported to Group ISCM.

• The HVT team must document lessons learnt throughout the process and
provide feedback so that processes may be improved.

A detailed description of the HVTP and associated templates ran be found on the
iSCM Transnet Intranet

1S.4 UNSOLICITED BIDS

15.4.1 Definition ' ' " "

An Unsolicited Bid is an offer unilaterally submitted by a potential supplier of its own
accord and received by Transnet outside of its normal procurement process.

Transnet does not encourage the consideration of Unsolicited Bids. Furthermore,
Transnet is not obliged to accept Unsolicited Bids.

15.4.2 Risks

There are a number of risks related to the consideration of Unsolicited Bids:

a) It potentially undermines fair and competitive bidding processes.

b) I t can result in purchasing Goods/Services at higher than market-related prices.

c) Transnet runs the risk of being accused of Infringing on the Unsolicited Bidder's
intellectual property if It uses the concepts used In the Unsolicited" Bid to approach
the market.

d) There is also danger that an Unsolicited Bid may be received, evaluated and
regarded as an excellent proposal and accepted, only to ascertain afterwards that
there were many suppliers in the market supplying the same or better goods or
technology at much better / similar prices.

15.4.3 Criteria for consideration of unsolicited bids5

5 This section Is largely based on the Municipal Finance Management Act Regulations and National
Treasury's Practice Note 11 of 2008/2009 on Unsolicited Proposals
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Transnet may only consider an Unsolicited Bid if the following requirements are met:

a) the product or service offered is a demonstrably or proven unique and innovative
concept;

b) a need for the service or product has been established;

c) the product or service will be exceptionally beneficial to Transnet or have
exceptional cost advantages for Transnet;

d) the Bidder is the sole supplier- of the service or product; and

e) the reasons for not using one of the normal bidding processes have to be found to
be sound by the person with the necessary delegation of authority.

15.4.4 Unacceptable unsolicited bids

Transnet must reject an Unsolicited Bid if the Bid:

a) relates to known Institutional requirements which can, within reasonable and
practicable limits, be acquired by conventional competitive bidding methods;

b) relates to goods or services which are generally available; or

c) does not comply substantially with the requirements of paragraph 15.4.3 above.

15.4.5 Rejection of unsolicited bids

Should Transnet dedde to reject an Unsolicited Bid, the following steps must be
followed:

a) The Bidder must be notified of the decision;

b) All documents received in the Unsolicited Bid must be returned to the Bidder;
and

c) Transnet must ensure that it does not make use of any intellectual property or
data that was contained in the Unsolicited Bid.

\ '';". 15.4.6 Process for consideration of unsolicited bids

a) The Unsolicited Bid must be considered by an evaluation team. The minutes of
the evaluation meeting must be recorded.

b) The evaluation team should investigate and verify whether there are no other
suppliers In the market.

c) In the event that the evaluation team has resolved to procure the Goods or
Services, depending on the contract value, the Confinement or quotation
process must be followed and thereafter a recommendation made to the AC,
Manager or person with the relevant authority to approve the award.

[.. j d) All copies of Unsolicited Bids, records of discussions, records of deliberations and
copies of correspondence relating to It, will be kept by the procurement official

' J who led the process, and the AC secretary for record purposes.
. J i |

15.4.7 Information to accompany the recommendation for award of the
• j unsolicited Bid

. j
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The following information must be contained In the recommendation:

a) A detailed description of the goods or services;

b) A detailed description of benefits Transnet is to derive from the envisaged
acquisition;

c) The costs associated with the acquisition of the service or product;

d) The validity period of the Unsolicited Bid;

e) Proof of certification that the Bid was submitted by the person who holds the
Intellectual property rights in the goods or service; and

f) Certification by the evaluation team that there are no other suppliers who can
provide the goods or services.

15.5 CONTRACT CONSOLIDATION

\ 3J

15.5.1 Principles

Consolidation of existing contracts is potentially problematic from a governance and
operational perspective. For this reason, Transnet must endeavour to approach the
market with a consolidated demand signal clearly outlined in a single RFP, rather
than having each Entity approach the market In a piecemeal fashion and thereafter
seeking to consolidate a number of different contracts. Therefore, when an Entity
identifies the need to acquire goods/services that are common to more than one
entity, it Is Imperative that they first ascertain whether it is feasible and
advantageous to approach the market with the consolidated requirements of all
Entities that require the goods / services.

Transnet can gain significantly from consolidating its demand. Due to economies of
scale, it will be In a better position to negotiate price and contractuaj advantages. In
addition, it will lessen the administrative burden on Transnet to manage a multiplicity
of contracts.

15.5.2 Triggers for consolidation

One of the following circumstancas should trigger the need for consolidation of
existing contracts:

a) The same commodities or categories of commodities are being purchased by
more than one entity from the same supplier but with differing prices and
contract terms. For example:
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R10 per bottle

R8 per bottle
ABC (Pty) Ltd

Supply of bottled water

b) The same commodities or categories of commodities are being purchased I /
more than one entity from different suppliers with differing prices and centre t
terms. For example:

RIODer bottle
ABC {Pty} Ltd

R8 per bottle

R6 per bottle

^Fountain Fresh
- - ( P t y ) Ltd

Cool Spring {Pty)
Ltd

Supply of bottled water

c) The same commodities are being purchased by one OD from the same r
different suppliers, with significant price variations. For example:

R10 per bottle

R8 per bottle

Supply of bottled water

15.5.3 Factors to consider when consolidating

The following factors need to be considered when consolidating existing contracts:

a) The probable Increase in volumes required from the preferred supplle ;
(expressed In %) if contracts were to be consolidated;

b) Whether the existing contracts allow volume changes, and what the contra c
terms and conditions regarding volume changes are;

c) Price differentials between various contracts;
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c Other key contractual differences (e.g. specifications, delivery, pav nents,
volume discounts etc);

e Whether the contracts allow for cancellation 'without cause';

f The expiry dates of the various contracts;

g The cost of termination (penalty for breach); and

h Current contract management and monitoring.

T e merits of each case should be evaluated based on the factors above in c ier to
d termine the feasibility of consolidation. Once the feasibility of c ntract
c nsolidab'on has been determined, a decision will be made on whet sr to
T-. negotiate one of the existing contracts or issue a new bid.

T e cost of termination of existing contracts must be calculated and then v. jghed
a ainst potential benefits of consolidation in terms of cost and Quality. It is im, ortant
t>. note that existing contract periods must be adhered to where financially 'iable.
F ying high penalties due to the cancellation of existing contracts should be a Bided
a far as possible.

V nere it Is clear that there is no financial benefit for Transnet to renegoti 5 the
e :sting contracts then the process to be followed would be to issue a new id for
tr i consolidated spend, when the existing contracts) terminate.

15.5.4 )edding on which contract to consolidate

C ce a decision has been made to consolidate, the next Issue is to determine which
o: itract Is the most favourable for consolidation. In arriving at this dedsic 1, the
fc owing factors must be considered:

a Identify the contract that entails the biggest spend or usage;

b The OD and/or region contributing the largest volume;

c] Whether one supplier can meet all Transnet's requirements;

d The perception regarding potential market challenges (type of comrnoc- / and
potential suppliers);

e; The competitive landscape of these Goods and Services; and

0 New suppliers in the market.

15.5.5 'rocess for consolidation of a number of existing contracts

a; Where It is considered feasible to consolidate spend to one of the e isting
contracts, all other contracts must be terminated. The most favourable e isting
contract would be increased to include other Transnet Entities' requir? nents
after negotiation. The Transnet Entity originally managing that contract /ill be
responsible to Initiate trie approval process for the increase of contract va* s.

b] Where the increase in value is below 10% of the original contract va l i : , the
matter must be submitted to the relevant Entity AC for noting.

c) If the Increase in contract value is above 10%, the matter must be submi ed to
the relevant Transnet Entity's AC for approval.
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r -j be submitted to the other Transnet Entities' ACs for information.

: j e) Where consolidation would result in a substantial increase in the scope and
value of the contract (more than 50% of the original estimated contract value as

_ approved by the AC), it would be peremptory to embark upon a new bid process
j I for the consolidated spend.

f) Inclusion of entities Into the consolidated contract may be on a staggered basis.
For example, where a current Transnet Entity's contract expires 3 months after
the consolidated contract commences, that contract can be allowed to run its
full period. Thereafter, the entity will be included in the new transversal
agreement, with a sliding-scale volume discount structure being coupled to the
pricing.

g) Contract "owners" must notify all Transnet users of the new transversal
. contracts that are in place to ensure maximum advantage for Transnet.

However, please note that this mechanism is to be regarded as almost an
interim measure. Ideally all entities must be approached during the demand
planning stage already to obtain their estimated requirements beforehand for
inclusion in the consolidated RFX document

h) Note that the process to be followed for the normal increase of contract values
and cancellation of contracts will still apply.

5.5.6 "Piggybacking"

a) "Piggybacking" arises when an existing contract has been identified, which one

I Transnet Entity has concluded for specific goods/services, and which another

' ] entity would like to utilise for their requirements.
b) The Transnet Entity who wishes to "piggyback" off an existing contract should

obtain prior approval from the AC of the Transnet Entity that concluded the
contract Once approval from that AC is obtained, the supplier should be
approached to indicate whether he/she is able to meet the increased volume as
well as any price discounts that may be offered.

c) Where the Increase in value is below 10% of the original contract value, the
matter must be re-submitted to the relevant AC for noting. If the Increase In
contract value is above 10%, the matter must be re-submltted to the relevant
Entity AC for final approval.

d) Once the relevant Entity has approved the increase, the matter must be
submitted to the other ACs of Entities who want to make use of this contract for
information.

e) The respective Transnet Entities must make satisfactory arrangements between
j« themselves regarding the apportionment or recovery of costs for goods /
, > services, if applicable.

Li
f) Where consolidation would result in a substantial increase in the scope and

value of the contract (more than 50%), it would be prudent to embark upon a
new bid process for the consolidated spend.

15 5 ACQUISITIONS ASSOCIATED WITH INCOME GENERATING CONTRACTS

•;i
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15.6.1 Although income generating contracts are In principle excluded from this
Procurement Procedure Manual, all associated expenditure contracts necessary to
fulfil such contracts (i.e. procurement contracts to acquire the necessary Goods or
Services), falls within the ambit of the PPM.

15.6.2 For example, TFR negotiates an income generating contract to transport fuel from
the Port of Durban to Zimbabwe. This would be a pure Income generating contract
and although it might require approval from the TFR Exco or even Transnet Board
of Directors, It would fall outside the scope of the PPM and AC approval would not
be necessary.

15.6.3 However, if TFR needs to purchase 2 additional locomotives and 90 rail tank
wagons to provide this Service (fulfil the contract); such associated expenditure /
procurement contracts would fail within the ambit of the PPM and would also
require AC approval. . . _

15.6.4 The only exception to this rule would be in circumstances where a Transnet
Division or Specialist Unit needs to respond to an external bid Invitation (e.g. TRE
responding to a bid invitation issued by PRASA for the supply of suburban
coaches). In such instances Transnet would need to prepare Its bid for the income

I generating contract taking into consideration any goods/services that it would need

r i to acquire in order to respond to the bid. The limited time available to respond to
I such bid Invitation would not allow the Transnet Division or Specialist Unit to invite

I
: { 15.6.5 In such cases, irrespective of the monetary value of such transaction(s), the CEO,

I-1 BADC or the Board may authorise such "confined" requests for bids from potential
suppliers and/or approve the selection of possible joint venture

I
I
I
I
I

I]
•j
• I
I!
I

partners/subcontractors, etc, without AC approval, provided that the matter(s) be
reported for the AC's infonnation as soon as possible after the Transnet OD has
lodged Its bid. When obtaining bids in respect of goods and services required in
order to respond to an external bid invitation, the Transnet Entity must clearly state
that the award of any business pursuant to such bids cannot be guaranteed and is
conditional on the Transnet Entity being selected as the Successful Bidder.

15.6.6 Such transactlon(s) need not be submitted for approval again, should the Transnet
Entity be selected as the Successful Bidder, as this could lead to delays in the
execution of such external income generating contract.

15.6.7 On completion of the project, the AC should be informed of the outcome in detail,
e.g. how the selected subcontractors/JV Partners performed, whether the project
was completed on time, what Income was derived from the income generating
contract after all outsourced parts have been accounted for, etc.
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Background and Context

Procurement planning

Chapter 16: Bid Preparation

• Compiling bids - General
• Evaluation criteria in bid documents
• Timeframes '. "' •
• Validity period
• Essential requirements in bid documents
• Sign off

Chapter 17: Bid Adhriinistration

; • ' . . - . • Issue of bids
• Receipt and safeguarding of bids
• Opening of bids •

••.•• Amendments and communication after
closing

and Adjudication

Contract Management • '

Functions of Governance Structures

Appenc :es"
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CHAPTER 16 : BID PREPARATION

16.1 COMPILING BIDS - GENERAL

Bid documents define the rights, risks and obligations of the parties involved in the bidding
process and subsequent contract Documents must therefore dearly and predsely spell out
all relevant aspects of the bid such as the work to be carried out, the goods to be supplied,
the place of delivery or installation, the schedule for delivery or completion, minimum
performance requirements and the warrant/ and maintenance requirements.

Accordingly, such documentation should be legally and technically sound and should assign
risk in an appropriate manner. The bid documents must provide Bidders with dear and
comprehensive information necessary to enable them to submit responsive bids. The
spedfications, induding the evaluation criteria and weightings, must be determined upfront
as indicated in Chapter 13 above (Determining Evaluation Criteria), as bids may only be
evaluated according to the criteria stipulated in the bid documentation. Bid documents must
be drafted with care and predsion so as to reduce the risk of legal challenge by unsuccessful
bidders and avoid unintended consequences.

t\Xp 15-2 EVALUATION CRITERIA I N BID DOCUMENTS

I
I
I

I
I | ' The bid documents must make It dear that, ^here applicable, Bidders will be assessed in

two stages:

H 16.2.1 STAGE 1

• a) Test for administrative responsiveness
' j Inform Bidders of the minimum requirements for responsiveness, and the

_ [ / consequences of not being responsive.
I f| b) Test for substantive responsiveness (Prequalification criteria)

i j Indicate Prequalification Criteria, if any.
c) Threshold

(i) Indicate that there are thresholds that have to be met before a Bidder can
proceed to further evaluation in. the following order: Local
Content/Production threshold if applicable, SD/B-BBEE threshold and
Functionality (Quality) threshold.

(ii) State what these thresholds are, as well as the minimum score that has to
be met to pass the threshold.

(iii) The RFP may also state that if no Bidders pass a particular threshold, or If
only one bidder passes the relevant threshold, then in the interests of
promoting competitiveness and cost effectiveness, Transnet reserves the
right to lower the threshold by a certain pre-determined percentage. This
must be clearly spedfied in the RFP, provided it is In Transnefs best
Interests to do so and there is concurrence between the end user and the
CPO.

(iv) Kindly note that since the LC thresholds are laid down in terms of
i I legislation, the lowering of such minimum thresholds'as determined by the

I
! -J DTI Is not allowed, and bidders who fall to meet the laid down minimum

thresholds for LC, will be disqualified.

I 6 This Is the default position but will not necessarily be applicable In all instances, e.g. low value transactions or
' I approved list purchases where the quality of the product has already been pre-approved.

•:]

i

Chapter 16: Bid Preparation Page 114 of 202

August 2012

0057-0365-0001-0164

TRANSNET-REF-BUNDLE-00692



414

I
I
I
I
I
I
I
1°

FOR INTERNAL USE ONLV PROCUREMENT PROCEDURES MANUA -

16.2.2 STAGE 2

a) Eva uation criteria

The RFP must spedfy all the evaluation criteria which will be taken into account
in r aluating the bid and how such criteria will be evaluated. The weighting of
eacr criterion must also be disclosed in the RFP document. Typically this woula
Ind'-de the following:

0) Quality

(Quality is normally Induded only as a threshold in Phase 1. However, where
•Quality is of critical importance, it may be induded as an evaluation criterion
< gain In Phase 2)

1 idude Quality criteria as discussed in Chapter 13 (Determining Evaluation
Criteria). If Interviews, presentations or site visits are required In order to
assess Quality, this should be stated in the RFP. The specific purpose and
f utcomes of the interviews, presentations or site visits and the associated
ixr ing should also be Induded.n

(ii) Price

il

•:iu
i

"he following issues are frequently induded In price to assess TCO:
Installation costs
Warranties

fj <• Service and maintenance costs

I
j j ' Operating supplies

Storage costs
i I " Commerda! discounts

I IJ •• Incoterms

r -j • Price adjustment conditions
: - Exchange rate fluctuations

t Is necessary to provide Bidders with a comprehensive pridng schedule to
nable proper and uniform submission from Bidders and to enable a uniform
pproach to evaluation.

(iii) Supplier development

I
I

| The SD criteria that were developed during the planning phase should be

Ij incorporated in the bid document. These typically include a combination or

the following:
H • Industrialisation

IJ | • Capability and capatity building

• Technology transfer/ sustainabillty
{ \ • Skills development

I**'-* • Job creation/ preservation

,, • Small business promotion
' I | * Rural development/upliftment and regional integration
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(iv) Preference (B-BBEE)

The preference criteria that were developed during the planning phase
should be incorporated in the bid document. These typically include a
combination of the following:

• Standard B-BBEE criteria, as per B-BBEE scorecard;

• Minimum B-BBEE thresholds;

• Further Recognition Criteria (Current)

o Ownership;

o Management control;

o Employment equity;

• Further Recognition Criteria (Future)

o Ownership;

o Management control;

o Employment equity;

o Preferential Procurement; and

,.. >; o Enterprise development

These could differ on a case-by-case basis depending on the specific
market, and what Transnet's expectations and objectives for that particular
market are.

(v) Financial stability (if applicable - see paragraph 13.2.6)

This will be evaluated usinq ratios based on Bidders' audited financial
statements.

16.2.Z Alternative Bids

The RFP should indicate clearly If Alternative Bids would be accepted. If Alternative
Bids are acceptable, the RFP must state that an Alternative Bid will only be
considered if a Bidder also submits a main offer strictly in accordance with all the
requirements stated in the RFP. Such alternative bids will be evaluated as separate
bids and Included in a schedule that compares the requirements of the RFP with
the Alternative Bid that is proposed.

In Instances where the RFP did not invite alternative bids, alternative bids will as a
general rule not be considered, as that could prejudice bidders who did not provide
alternative bids and also on the basis that the RFP did not state clearly that
alternative bids will also be considered. The CFST therefore has to consider this
aspect carefully when preparing the bid documents.

16.3 1IMEFRAMES

16.3. i Submission of Bids

Suppliers should have sufficient time to prepare and submit Bids. Below are
guidelines to determine the minimum tlmeframes:

a) Off-the-shelf type of purchases: a minimum of two weeks should be
allowed, If possible.

b) More complex bids (such as construction works which involve quantity
surveying, national bids, etc): a minimum of 3 weeks should be allowed.

c) When international responses are anticipated, more than 3 weeks should
be allocated to ensure a sufficient response.
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5.4 VALIDITY PERIOD

The validity period must allow ample time for the evaluation, drafting of the recommendation
and approval by all the necessary governing structures for each bid. Unless circumstances
require a longer or shorter period, bid documents must state that the Bids must hold good
for at least 90 days from the dosing date.

5.5 ESSENTIAL REQUIREMENTS IN BID DOCUMENT

The standard RPX template, available on the iSCM Transnet intranet, must be used when
Goods and Services are procured.

16.5.1 Inclusions

When preparing the bid documentation based on the standard RFP template, the
following must be considered:

a) Name and address of the Transnet Enrjty/les procuring the goods/services.

b) Manner and place for the submission of proposals.

c) Deadline for submission of proposals.

d) Validity period of submitted Bids.

e) Bid reference number (see paragraph 17.1.1).

f) Instructions for preparing Bids.

g) Consecutively Indexed and numbered pages of the bid documents in order that
both Bidder and contract administrator can easily check the completeness of the
bid document

h) The rules governing communication between the Bidder and Transnet during the
bidding process.

i) The name and contact details of the Transnet employee who Is authorised to
communicate directly with and to receive communications directly from suppliers
in connection with the bid invitation, including clarifications of the bid.

j) An indication as to whether or not Transnet intends to convene a compulsory
briefing session.

k) General terms and conditions of contract.

I) Requirements of the CIDB In the case of a bid relating to construction,
upgrading or refurbishment of buildings and Infrastructure.

m) Any criteria required by other applicable legislation.

n) Obligation on Bidders to declare any conflict of Interest they may'have in respect
of the Bid that Is to be submitted. In particular, Bidders must state whether they
have any personal or business relationship with any employees or directors of
Transnet.

o) An indication of whether or not suppliers are permitted to submit proposals for
only a portion of the goods/services to be procured and if so, a description of
the portion(s) for which such proposals may be submitted'. Bid documents must
be specific as in certain Instances Transnet may require that the whole contract
be completed by the same contractor in order to establish responsibility.

p) Bid document^ nilJSt: s t H t e ^ i a t Transnet reserves the right to accept a complete
Bid, even if it is not the lowest, provided it Is in the best interest of Transnet

q) Whether the process may involve negotiations.

Chap: • 16: Bid Preparation
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r) Antidpated date(s) for starting delivery and/or completion of delivery of the
Goods/Services.

s) Conditions regarding shipping, if applicable.

t) Currency and the manner in which the proposal price is to be formulated or
expressed.

u) A notice to Bidders that Bids must be submitted by the Bidder in a sealed
envelope. The envelope must Indicate the bidder's name, a contact person and
details, the bid number, the subject and dosing date, time and venue so that
there is no need to open the document and risk the possibility of prices being
leaked.

v) Terms of payment

w) Where Bidders are required to insert prices on price lists supplied by Transnet,
they must be advised to delete Items for which they do not wish to bid if they
have this option. If the price has been induded elsewhere in the price list, this -
must be indicated. After Bids have been opened, Bidders may not supplement
their original offer if it was incomplete.

i x) A list of the required returnable documents, e.g. tax clearance certificates,
industry-spedfic certificates, etc The list should indicate dearly which
returnable documents must be submitted by the dosing date, failing which
bidders will be eliminated.

y) Bid documentation must state that Transnet shall not be obliged to accept the
lowest, any bid or an alternative bid.

z) Bid documentation must stipulate that disputes regarding the bidding process
must be settled by ths Procurement Ombudsman.

aa) A space on each page where the Bidder has to append his signature plus name
of company and company stamp.

bb) A certificate of acquaintance with the RFP documents, as well as a certificate of
attending a compulsory site inspection/tender briefing session.

16.5,2 A CD containing pridng spreadsheets may be requested in order to simplify the
copying of information for comparison purposes. This CD should be supplementary
and should contain no information that is not in the hard copy of the Bid
submission.

• 16.5.3 Transnet's Disclaimers

The standard RFP documents should state that Transnet is not committed to any
course of action as a result of its Issuance of the RFP and/or its receipt of a proposal
in response to it. The RFP should also state that Transnet will not be bound by an
interim step in the procurement process such as the selection of a preferred bidder/s.
In particular, Transnet reserves the right to:

a) modify the RFP's goods/services or other terms and conditions and request
respondents to re-bld on any changes;

I b) reject any proposal which does not conform to the detailed instructions and
' I spedfications; ,

IJ c) disqualify proposals submitted after the stated submission deadline;

I r d) not necessarily accept the lowest priced proposal;
1 I e) reject all proposals, if it so deddes;

I
I

I

I
I

award a contract In connection with the RFP at any time after the RFP's closing
date;
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g) award only a portion of the proposed goods/services which are reflected in the
scope of the RFP;

h) split the award of the contract between more than one supplier; or

i) make no award of a contract

Bidders who submit Bids subject to certain qualifications which are in conflict with
certain bid conditions must be advised to withdraw such qualification, failing which
the Bid may be disqualified.

16.5.4 Transnef s standard terms and conditions of contract

When issuing any RFP, Transnet's standard terms and conditions must be used.
. Please note that a standard contract template has been prepared for Market Demand

Strategy related projects. For any additional terms and conditions, a schedule
detailing these must be added to the standard terms and conditions. The reason for
this is that the terms and conditions that accompany the RFP document will become
the terms and conditions of any master agreement that is concluded with a supplier
in terms of the RFP.

16.6 SIGN-OFF OF BID DOCUMENTATION AND GO-TO-MARKET STRATEGY

Once the bid documentation has been compiled, the bid document must be reviewed
and signed off as correct by the CPO or person to whom the power has been
delegated, as a quality control measure. Once this sign-off has been obtained the
media advert must be approved by Group Communications In terms of extant
instructions issued by that office, before adverts may be placed in the media.
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CHAPTER 17 : BID ADMINISTRATION
(issue, receipt^ opening of bids and communication)

Issue oi bids

Rsceipt 3nd safeguarding of bids

Opening of bids

Amendnents and communication after dosing date

Figure [28J—Four phases of bid administration ;..

Issuaofbids

17.1 PHASE 1: ISSUE OF BIDS

17.1.1 Bid reference numbers and short descriptions

At this stage in the process, the RFX document, the evaluation criteria and
weightings, the evaluation methodology, as well as the going to market strategy has
already been signed off by the person or governance structure with the appropriate
DoA.

Prior to advertising, each RFX must be Issued with a business-unique consecutive
number. The issuing of RFX numbers must be controlled by a responsible person.
The RFX number must clearly Indicate the following:

• whether it was an Open Bid or a quotation; e.g. RFX No, Quotation No, or
Approved List No.;

• the entity which issued the bid;

• in the case of a CIDB bid, allocated a prefix to the bid number to Indicate that it Is
a CIDB-bid;

• a specific digit/character can be allocated to Indicate whether a bid will dose at
the AC or 3t Regional/depot level e.g. BID NO: TPT/CT/ll/Ol/138/CIDB; and

• following the unique number, a short description of the requirement must be
added, e.g. "CONSTRUCTION OF NEW ELECTRIC SUB-STATION AT THE
CONTAINER TERMINAL AT PIER NO 2, PORT OF SALDANHA".

17.1.2 All notices and adverts to be issued in the name of Transnet SOC Ltd

All documentation relating to bids shall be issued in the name of Transnet SOC Ltd
and shall be published (advertised) in the Republic of South Africa,(nationally and/or

Chapter 17: Bid Administration
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regionally), and abroad if necessary. The name of the relevant OD requiring the
service shall be dearly indicated, e.g. Transnet Freight Rail, a Division of Transnet
SOC Ltd (Reg. No. 1990/000900/30). The rationale for issuing notices in the name of
Transnet is that every legal document must reflect the registered company name i.e.
the legal persona of the company which will be contracted with.

17.1.3 Important information to be included in notices and Advertisements

The format of the Advertisement Is informed by Group Communications guidelines.
This format must be used for all Advertisements, and can be obtained on the
Transnet Intranet

The advert should be as short as possible but nevertheless should contain all relevant
information. Notices and Advertisements calling for Bids must indude the following
information pertaining to the collection and lodging of bid documents:

• RFX number;

• brief description of the goods / services required;

• where the prescribed forms may be obtained and the cost to purchase them (if
any) and the dosing date for collection of bid documents;

• dosing date and time for submission of the bid document;

• place where Bids must be lodged;

• information pertaining to site inspections or pre-bid briefing sessions;

• contact person's business address, telephone/fax number and email address;
and

details of Transncfs fraud line.

17.1.4 Bid document fees

a) A Manager with the necessary Delegated Authority for a particular contract may
dedde, at his/her own discretion, that a non-refundable fee be charged to
Bidders for bid documents. This fee must only reflect the administrative costs of
preparing and issuing the bid documents. The price to be charged for the bid
documentation must be stated in the advertisement and invitation to bid. The
dedsion to charge a document fee must be taken with drcumspection as small
companies may be unfairly exduded from the process due to the prohibitive

. costs of the bid documents.

The following guidelines (though not prescriptive) may be used at the discretion
of the Manager, to determine a fee for bid documents: •

TABLE 18

<R2million

R2mi!lion to <R5 million

R5mll!lon to <R10 million

RIOmiilion to <R35 million

>R35 million

i^fe^i^ltqUi^ngiiS^
no charge

R250

R500

R750

R1000 or higher (discretion of CPO)

b) Where a document fee Is to be charged, the advert must dearly state the
payment method. Due to the risks involved in handling cash, the sale of bid
documents at site meetings should be avoided. Strict control over cash received
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should be exercised and documentary proof of documents sold and receipts
issued should be kept on the appropriate files.

c) Should cash payment be one of the chosen payment methods, bid documents
must dearly stipulate that payments be made to the finance office (or another
office independent from the office that issued the bid).

d) The finance office must ensure that the RFX number is deariy refledEd on the
receipt. Bid documents may only be issued to Bidders produdng a valid original
receipt deariy indicating the relevant RFX number. A copy of the receipt with the
signatures of the issuing officer and the Bidder who purchased the document
must be kept on the appropriate file. A copy of this documentation must be sent
to the Secretary of the AC before the dosing date.

17.1.5 Publication of notice / advert

a) The notice/advert must be published on or before the day of issuing of the bids.
Bids may be published in the appropriate media for the Goods/Services being
procured, e.g. trade magazines, newspapers which are distributed locally or
wider, in electronic bid bulletins, other media which spetifically targets spedfic
markets or small business enterprises, whichever is best suited to reach the
potential Bidders.

| b) Copies of the notice and prescribed forms shall be furnished to the AC
r--, secretariat if the bid Is expected to fall within the jurisdiction of such an AC This

I
j [ would be the case if the bid is expected to be over the laid-down limit or longer

'•' than two Years or where there is uncertainty as to whether it will fall within the
jurisdiction of a Manager.

n

Ij , 1 c) Any subsequent amendments to noUces inviting Bids (e.g. extension of the

dosing date) shall be communicated in the same media as the initial bid. The AC
y i Secretariat must be notified fjmeously of such amendments. The office
1 1 responsible for placing the adverts shall retain copies of all adverts as placed by

• L j the relevant media, for audit purposes.
• [ 1 17.1.6 RFX Issue RegisterI

TY

I
I

The following important information pertaining to aH bid documents Issued must be
entered Into the RFX Issue Register, which is compiled by the RFX Issuing Office:

• RFX number and description;

• receipt number and date of purchase if a bid document fee was charged;

• document number e.g. "Document 3' sold to 'Potential Bidder yf;

• name and contact particulars of person who collected documents; -

• bidder's (company) name; and

• dosing date.

Ij [ A record must be kept of all the names, contact particulars of the persons or

enterprises to which bid documents have been Issued, as well as the document
f"| number sold to the potential Bidder. This Is necessary in case'there is a darificatlon
\ I or amendment, and all Bidders need to be Informed.
, 17.1.7 Queries from bidders / amendments before the closing date
• \ j I
' J ' Employees/persons listed in bid notices as contact persons must be available to

answer requests for clarification from the prospective Bidders. This is because aI
1

i
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• ' Bidder may only communicate with the person listed on the bid document on any

n matter regarding his Bid prior to the dosing date of the bid.

j . Without identifying which bidder sought the darification, the darification provided
< • • • must be communicated simultaneously in writing to all Bidders who obtained bid

documents. The response to such a request must be effected within a reasonable
time prior to the deadline of the bid to enable the Bidders to make timely
submissions of their Bids, considering the darification. If necessary, the deadline
should be extended.
The dlsdosure of Information to potential Bidders by the contact person must be
made with drcumspection. For example, it would not be allowed to provide potential
Bidders with information such as budget amount approved, names of previous
respondents, prices paid on previous contracts, number of bid documents issued to
date, etc

17.1.8 Amendments before the closing date

X. a) Transnet Is entitled to amend any bid condition, validity period, specification or
. W._ plan; or extend the dosing date before the closing date, or in the case of a

\_JjJf I compulsory briefing session, before the scheduled session.

j j However, such amendments or extensions must be advertised and/or all Bidders
'• •* who obtained bid documents must be advised In writing per fax or email of such

amendment or extension a minimum of three Working Days before the
r ^ scheduled date. The new dosing date and time must be dearly reflected.

b) Where the dosing date of a bid is extended, the notice of extension shall also

J
state that Bids already received will be retained unopened in the tender box and

be duly considered after the expiry of the extended period. However, the Bidder
I may request that such Bid be returned to him/her. The Bidder may also cancel

the existing Bid by submitting a later dated Bid before the extended dosing
date. For amendments after the closing date refer to paragraph 17.4.1.

•

I l ' 17.1.9 In the event of a Material Amendment to the spedficaHon or scope of work, to

r'
I'!
I
I
I

HI
I

which other new Bidders could possibly respond, the bid must be cancelled and a
revised RFX must be advertised. This would give all other potential Bidders the
opportunity to respond. This can only be done after approval by the person who
signed off the RFX document (refer paragraph 16.6 above), has been obtained. The
cancellation must be advertised in the relevant media. If the cancellation and
reissue happen simultaneously, they may be advertised together where the re-issue
makes reference to the cancellation.

17.1.10 Compulsory Site Inspection / Briefing Sessions

a) A compulsory site inspection or briefing session has to be held In cases where it
is necessary for the Bidders to view the site in order to prepare their Bids, or
where Transnet deems it necessary to provide Bidders with further Information
to allow them to complete their Bids properly.

b) If a compulsory site inspection/briefing session is convened, minutes of the
meeting must be recorded together with an attendance register. The minutes
must Include the queries/requests raised for darification at the meeting,

I together with the responses to those requests without Identifying the sources of

'"\ the requests. It Is recommended that questions be submitted In writing by
•_ j Bidders and that Transnet respond in writing to all bidders within 48 hours of

I the briefing session. The minutes must be forwarded to all Bidders who

_,. attended the meeting so as to ensure that the same Information Is provided to
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all Bidders. This would enable the Bidders to take the minutes Into account in
preparing their Bids.

c) Bidders are obliged to attend scheduled compulsory briefing sessions, as failure
to do so will result in disqualification of the Bids. The bid notices must dearly
indicate this. Discretion must therefore be exercised in deciding whether or not
a compulsory site inspection or briefing session is absolutely necessary.

d) If a compulsory briefing session Is not considered absolutely essential,
consideration could be given to having a non-compulsory briefing session. In
such instances, attendance at such a meeting would be on a voluntary basis.
The RFX documents must clearly state this. The RR( should also state that
Transnet will not be held responsible if any Bidder who did not attend the non-
compulsory session subsequently feels disadvantaged as a result thereof.

e) Latecomers to any briefing session will be allowed to attend. However, no
information will be repeated for the benefit of latecomers. They must be advised
that the Information will be made available to them by means of the minutes of
the briefing session. The minutes will be made available to all attendees who
completed the attendance register. Details of latecomers (e.g. company name
and names of their representatives, as well as approximate time of (late) arrival)

j | must be recorded on the site register, so as to ensure that Transnefs interest is
i I protected.

j \ 17.1.11 Electronic issuing and receipt of Bids

i / ODs may at their discretion, and provided that they have introduced sufficient
controls to prevent abuse, make use of electronic technology to:

j j • advertise bids electronically (e.g. website);
1 1 • issue bid documents electronically;
. -. • enable electronic payment for bid documents where applicable; and/or
- J • receipt of Bids electronically.

This will only be allowed provided that the following basic requirements are
f"| complied with:

a) Potential Bidders who are not In a position to access electronic media must also
be accommodated;

b) There is an option for potential Bidders to obtain either electronic or hard copies
of the bid document;

t .
c) Where applicable, bid documents must be paid for, Irrespective of whether the

bid documents are obtained in hard copy or electronically; .

d) Appropriate measures must be taken to protect electronic versions of the bid
document;

e) Bids must be received In a controlled environment, and may only be accessed
/downloaded from the dedicated 'Electronic Tender Box' (ETB) after the dosing
date and time;

f) The ETB should be able to send an automated acknowledgment confirming date
and time of delivery:

g) There should be a backup system in case of server failure;
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D-D

h) The ETB may not accept late Bids. A Bid Is late if it is received at Transnet after
the closing date and time. Bidders must be advised that server issues outside of
the Transnet electronic environment will not be considered as a reason for
acceptance of late Bids.

i) The ETB should be able to send a message to the sender to inform him/her that
the Bid was received late and will not be considered;

j) The ETB should be able to handle unlimited numbers of last minute Bids. It
should be impossible to overload;

k) ETBs need to be able to cater for different bids dosing on different dates;

I) I t will be allowed to receive scanned original documents e.g. Tax and BBBEE
certificates; Transnet may however at its discretion decide to subsequently call
for hard copy certified originals if deemed necessary.

m) Documents must be write protected; and

n) There must be no file size constraints with regard to mail attachments.

Receipt and safeguarding of bids

17.2 PHASE 2: RECEIPT AND SAFEGUARDING OF BIDS

The RFX document should clearly indicate what must be stated on the outside of the
sealed envelope containing the Bid. Refer to paragraph 16.5. lu) in Chapter 16 on Bid
Preparation.

17.2.1 Bids are to be lodged are kept in a controlled environment

a) All bids falling within the jurisdiction of the AC must dearly indicate the physical
(and courier address, if not the same), and/or ETB address (if electronic Bids

. will be allowed) of the AC where the Bids will be received.

b) Where the Bid price Is reasonably expected to fall within the jurisdiction of a
Manager, (i.e. below the jurisdiction of the AC), the bid document must dearly
Indicate to whom the Bids are to be addressed, the dosing venue, date and
time. _ .

c) If upon receipt It is found that such Bids do fall within the AC's jurisdiction, they
are to be dealt with in exactiy the same manner as if it had dosed at the AC.
The award of such business must be referred to the AC for consideration in the
normal manner, together with an explanation as to why the bid did not close at
the AC.

d) Under no drcumstences should such bids be cancelled and re-issued.
Furthermore, condonation Is not required.

e) Bids thai were anUdpated to fall within the AC threshold, and which therefore
dosed at the AC, but were subsequently found to fall below the AC threshold,
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must be de: It with by the relevant Manager. TTie matter must be reported to the
AC for information.

0 Where sorr; Bids fall below the AC jurisdiction and some are within the AC
jurisdiction, the lowest priced responsive bid will determine where the matter
must be de-- t with.

g) The tender box shall be fitted with two locks, and the keys shall be kept
separately c / two nominated ofRciais. No single person must be allowed to open
a tender be < on his/her own. Both officials shall be present when the box is
opened on c ie stipulated dosing date and time.

17.2.2 Unsealed Bid /Bids without sufficient cover Information

! a) If a Bid is received unsealed or without the relevant information on the
j . _. envelope, £ 2 contents shall be ascertained and then sealed with a note made
' on the enve }pe indicating:

! . • date of r ceipt and by whom (name, designation and contact number);

i Y ' • the state In which the Bid had been received;

1 • number . nd description of Bid; and

i • correct c 3sing date, time and venue.

It will then ie placed in the correct tender box for opening at the appropriate
\ dosing time

b) When finallv opened, such envelopes shall be kept on the appropriate files as a
, record. Th : bid list compiled by the officer responsibie for the bid opening
! should also indicate that such Bid was received open, so that the evaluation
1 team can cc isider whether or not there is evidence of possible manipulation of

the process. However, such Bids should not be summarily disqualified.
1
i 17,2.3 Receipt of qu >tes via fax or e-mail

1 a) No Bid rece /ed by e-mail or fax must be considered unless the bid document
I specifically p 'ovldes for i t
i
1 b) Where the t d document spetifically provides for the receipt of Bids via e-mail or
' ' '• , fax, provisic i must be made In the bid document to indemnify Transnet against
) • • • any daims 'hlch may arise as a result of a Bidder not being able to transmit
'. his/her quot; to Transnet for any reason whatsoever before the closing time.

i c) Faxed or e nailed offers must be received by a person who has not been
! involved In t ie development of the bid documents and/or will-not be involved in
] the evaluation of submissions.

{ d) Strict contrc! measures must be exerdsed over fax machines used for the
\ receipt of Ic v value Bids. Once received, the person responsible for receiving
J the Bids mu. t seal the respective Bids in separate envelopes and keep them in a
i controlled e; i/ironment until the closing date.

I e) On the dosi g date and time, the Bids must be opened and stamped. A register
of the quot;; requested and received must also be kept No additional quotes
are to be re uested or considered after the closing date and time. ,

17.2.4 Late Bids
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a) Transnet will not accept an;
relevant Tender Box or delis
relevant responsible person
for such bid. A late Bid sh
feaslble shall be kept unr
considering the late Bids me.
notified that they may collect

late Bids. A Bid is late if it is not placed in the
2red by hand by the bidder or his courier to the
idicated In the bid document by the dosing time
ill not be admitted for consideration and where
ened. A letter explaining the reasons for not
t be sent to all late Bidders. The Bidders must be
iieir late Bids If they wish to do so.

b) A Bidder must, however, not :>e penalised if a Bid is received late due solely to a
fault on the part of Transnet

c) Where it is necessary to op-n a late Bid to obtain the contact details of the
sender, each page of the doc ment shall be stamped "Late Bid" before the Bid is
placed on the appropriate Mes. The exact time and date that the Bid was
received must be recorded The envelope must be stamped, Initialled and
retained for record purposes n the appropriate files.

d) However, the Chairperson of tie AC has the discretion to decide whether a late
Bid may be considered wrier: exceptional circumstances arise. The decision to
consider a late Bid should be taken with great circumspection. All documentary
evidence leading to such dec ;ions as well as proof of the decision itself must be
kept on the appropriate file as part of the record. Hereunder follows a non-
exhaustive list of ciraimste ices where an AC Chairperson may decide to
exercise discretion and accep a late Bld:-

• I f Transnet was solely :> blame for his Bid being late e.g. a labour strike
action in front of the bu ding, or an evacuation drill effectively denying the
bidder access to the ter 'er box;

• In cases where only or \ Bid is received and such Bid is received late. In
such cases, no prejudic Is suffered by anyone If the late Bid Is accepted.
Consideration must, ho1 ever, be given to whether the process could have
been manipulated to fas jur the one and only late Bidder.

• Late responses on a RF process where the purpose of the RFI was merely
to gauge what is avallat 2 in the market, or to compile a specification; and

• Where the Bidder prov ies compelling reasons for being late, indicating
that the lateness of the submission is not due to any fault or bad planning
on his or her part.

e) Bidders who submit late Bic; must be Informed of their right to petition the
Chairman of the AC shoulc they believe that they have valid grounds for
inclusion. The motivation for acceptance of a late Bid, plus the chairperson's
ruling on the matter, must be retained on the relevant files.

0 Late Bids that are not cons! ered must be retained for a period of at least 6
months before being destroy.d. Record of destruction must be recorded on the
relevant file.

Opening of bids

3 PHASE 3: OPENING OF BIDS

17.3.1 Time and manner of opening of bids
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a) Bids shall be opened promptly after the deadline for the receipt of Bids, or as
soon as possible thereafter.

b) Bids shall be opened by a duly authorised senior employee in the presence of at
least one other employee. The persons must declare their interest In the event
of a conflict of interest they must recuse themselves from the opening of the
Bids. In addition, the persons opening the Bid documents must not be Involved
In the issuing, evaluation or adjudication of that bid as they are perceived to
have an indirect interest in the bid.

c) There should be a check to verify that Bidders had paid bid fees, where
applicable If bid fees had not been paid, the Bid must be endorsed accordingly,
and an explanation obtained from the Bidder by the AC Secretary. If no
reasonable explanation can be provided by the Bidder, the Bid must be
disqualified. A record of this decision must be kept by the Secretary.

17.3.2 Stamping of Bids

a) An employee shall date stamp the Bid and all attachments to the bid document
to signify that such documents were part of the original bid document. Bids
must be numbered In the sequence in which they have been opened and the
words "and last" must be endorsed on the last Bid. Where only one Bid has
been received, the words "and only" must be endorsed on such Bid.

b) Where Bidders are required to insert prices on price lists supplied by Transnet
and prices have not been inserted in all the relevant spaces on the forms or
have not been deleted by Bidders, such spaces shall be stamped "no price" by
the employee who opens the Bids. All pages indicating prices, delivery times,
special conditions, etc, that will be regarded as crucial during the evaluation
process must be stamped and Initialled by the opening official.

c) Likewise, in instances where the Bidder has deleted prices and inserted new
prices, or where prices have been corrected with correction fluid, the opening
official must endorse the correct amount in words, Initial next to It, make a copy
of the relevant page, and retain it on the bid file. When the matter eventually
serves at the AC for the award of the business, the AC Secretary must verify
that Bid prices or other crucial Information have not been tampered with.

d) Where Bidders were requested to submit their Bids in duplicate (or more copies)
all duplicate documents must be stamped "Duplicate" on the cover page after
the opening official has verified that all the crudal information in the different
documents are identical.

e) The employee in charge of the bid opening will record particulars of all Bids
received in duplicate in a Bid Opening Register. The original list of Bids received
must accompany the original Bid documents when forwarded to the department
that Invited the Bids. The name, contact details and signature of the person
collecting the Bid documents must be obtained and the duplicate list with the
signature will be kept by the bid opening office, either on the appropriate file or
In a register as part of the record.

Phase 4
Amendments and communication after closing date
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; 1 such instances it will not be necessary to obtain AC approval for a non-award as this

I[ J will delay the matter unnecessarily at this critical stage. However, full details of this

'intervention' must be disdosed to the AC when the final award of business

I
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17.4 PHASE 4: AMENDMENTS AND COMMU ^ICATION AFTER CLOSING DATE

r-j 17.4.1 Amendments after the closing date

after the dosing date of a bid. However, ill parties who obtained bid documents and
submitted valid Bids must be advised thereof in writing by fax or e-mail and be given
the. opportunity of bidding on the amenced basis by an extended dosing date and
time. Proof of such writteri communication must be kept for record purposes. Bidders
who did not submit valid Bids (e.g. subrr tted their Bids late, or who did not attend
the compulsory briefing session/site inspection) cannot parijdpate in the extended
invitation. Authority for such communica ion must be obtained and is dealt with in
paragraph 17.4.3.d) below.

In the event of a material amendment to he spedfication or scope of work, to which
other new Bidders could possibly respond, the RFX must be cancelled and a revised
RFX must be advertised. This would give all other potential. Bidders the opportunity-
to respond. This can only be done after approval had been obtained from both the
person who signed off the RFX docume it (refer paragraph 16.6 above), and the
relevant AC. The cancellation must be advertised in the same media where the initial
advert was placed. If the cancellation an I reissue happen simultaneously, they may
be advertised together where the re-isst* makes reference to the cancellation. In

will delay the matter unnecessarily at this critical stage. However, full details of this
'intervention' must be disdosed to the AC when the final award ol

r i recommendation is made. Also refer to pa ggraph 17.1.8(c) in this regard.

* ' 17.4.2 Extension of validity periods

, _. If a bid cannot be evaluated and awa ded within the stated validity period, a
j j motivated request for an extension of t ie validity period should be made to the

IL i appropriate AC to request an extension f the validity period. This request should

explain the reasons for the delay, and ind Jde the revised timeline for the completion
' { of the bidding process.

NB: Validity periods must be extended BEFORE expiry. Bids In respect of which the
validity periods have already expired c?nnot be revived. In such instances the
process must be started afresh after havi g obtained the necessary AC approval for
the non-award of the expired RFP.
If an avoidable delay occurs with adjudica ion, Bidders must be requested to extend
the validity period of their Bids on the sar e terms and conditions before the expiry
of the validity period. In such Instances, bidders will not be allowed to change any
aspect of their Bid, unless they are able tc demonstrate that the proposed change/s
is as a direct and unavoidable consequer ;e of the extension of the validity period
eg. price changes due to changes In the market which have impacted major cost
components of their price. If a need arises to extend the validity period of the bid,
this must be done BEFORE the validity dat 2 expires since a bid process automatically
terminates on the validity date unless time' usly extended.

17.4,3 Communication after the dosing data

a) After the dosing date of a bid (I.e. d< iring the evaluation period) a Bidder may
only communicate with the chairperso 1 and the secretary of the relevant AC.

b) No communication relating to the specific bid is allowed between a Bidder (or
any other party who has an Interest n a bid), and any employee of Transnet
after the closing date and before aw 3rd, except as provided for in paragraph
17.4.3 (c) below. Every case of unauthorised communication must immediately

I
I
•

I

I
I
I
I
I

r 1
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be reported to the Chairper on of the AC The Bidder that is assodated with an
unauthorised communlcatio : may be disqualified from the process.

c) It is accepted that In certs i cases Bidders might have existing contracts with
Transnet, where communir tion regarding the existing contract is unavoidable.
However, any communica^on during the evaluation period of another bid,
should be limited where a all possible, and under no drcumstances should
sodalising, e.g. golf days, jroduct launches, lunch/dinner invitations, sporting
events, etc, be entertained during this period. Even if no discussion about the
bid being evaluated is ent£ tained during such soda! events, other competing
Bidders may form a percec ion of bias and It may lead to daims of an unfair
bidding process.

d) The chairperson, the secre ary of the AC, or the Manager with the delegated
power, may subject to the provisions of paragraphs 17.4.3e), f) and g) below,
authorise an employee in /ritlng (induding by fax or email) to communicate

, . with a Bidder after the dosi g date for the purpose of:

(i) Explaining and verify! g declarations made in Bid response;

(ii) Confirming that a qt ted price is correct, or requesting a breakdown of
the pridng without a! ying the price;

(iii) Confirming technics particulars and the compliance thereof with
spedfications;

(iv) Determining whether there will be any change in price if only a portion of
,_, the work is awarded n a Bidder;n
I* I (v) Requesting an expia. ation for an unreasonable price increase when It is

compared with a pre -lous price and the interim movement of a relevant
f ] price index;

I
I
I
I
I
I
I
I

I
I
I
I

(vi) Clarifying delivery tin is, quantities, etc;

(vii) Amending any bid c ndition, validity period, spedfication, etc after the
dosing date;

(vlil) Clarifying any other c immerdal aspect;

(ix) Carrying out site insp -ctfons of the bidder's premises; and

(x) Requesting presents; ons by all Bidders. I f only certain shortlisted Bidders
are invited for pres ntations, the relevant ACs prior approval of the
shortlist must be obt- ;ned.

(xi) Requesting returnab1 \ documents erroneously omitted from the original
) Bid.

ri e) During communication aft3r the dosing date, no change In a matter of
;' J substance of the Bid, inch, ding changes in price, terms1 or changes aimed at
LI

• i
II
i

making an unresponsive B i responsive must be sought, offered or permitted.
Also note that the abovem-.• ntioned communication Issues covered in paragraph
17.4.3 (d) do not indude post-tender negotiation. This topic is covered in
Chapter 19 (Post Tender; l\k gotlation) below.
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f) Where the bid is rianaged by a Specialist Unit with a specific strategic focus on

0
~~ behalf of the user 3D, the Specialist Unit shall coordinate all communication of a

technical, financial or commercial nature between Transnet and the Bidder.
g g) In all cases wher authority to communfcate with Bidders has been granted in

Q terms of paragraph 17.4.3(d) above, the submission to the AC must clearly state

|
| I the nature of the communication as well as who granted the authority to

ii communicate an! the outcome thereof. Documentary evidence of all
n authorisations to communicate, the actual communication as well as the

outcome thereof bidder's response) are to be kept on the appropriate files as
part of the recordI

I
1 r

:J
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Background and Context

Procurement planning

Go to Market

Chapter 18: Evaluation and Recommendation

• Summary of bid evaluation process
• Test for administrative responsiveness
- Preparation, for evaluation
• Substantive test for responsiveness
• Evaluation of bid against pre-determined

criteria
• Final evaluation :
• Recommendation

Chapter 19: Post Tender Negotiations (PTN)

• Purpose of PTN ; . • •
: Authority to engage jn PTN:

• PTN process ;
*. Approval, to award business after PTN

Chapter 20: Adjudication

• General principles of adjudication
• The role of the AG during adjudication

. • Risk evaluation.
• Splitting of business
• Disagreement regarding award

• ". • Non-award / cancellation of bids

Contract Management . -

Functioris of Governance Structures • !
. . f
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CHAPTER 18 : EVALUATION AND RECOMMENDATION

SUMMARY OF BID EVALUATION

I t Is the responsibility of the evaluation committee to ensure that the evaluation takes place
within the validity period. If there are delays, the validity date(s) cf the bids should be
extended, using the process described in Chapter 17 (BidAdministration',

The following are the key steps to be followed during the evaluation of £ ds.

Step 4

Test for administrative responsiveness
Procurement conducts test for administrative responsiveness
Highlights non-responsive bids for consideration and ratrfnc ition by evaluation

Preparation for evaluation
Constitute an evaluation committee
Sign Declaration of interest / Confidentiality agreements

Test for substantive responsiveness
Evaluation committee confirms results of initial administra- va test for responsiveness
conducted by procurement and conducts test for substant;. e responsiveness

Evaluation of the bid against pre-determined criter'a
Study bid responses against the criteria listed upfront in th= RFP
Clarify bid uncertainties (bid clarification)
Make notes against each criteria to Inform the eventual sec -es
Use the appropriate evaluation method determined at bid reparation phase
Reduce bid offers to a comparative basis
Capture the scores of each bid against all criteria
Submit completed score sheets to chairperson of evaluatic - committee for averaging
Moderate outlying scores

Final evaluation
Eliminate bidders who did not make all the relevant thresh•- Ids
Populate the relevant automated scorecard, based on Met: 3d I or Method 2

Recommendation
Prepare TEAR report containing recommendation to the AC
Record proper minutes of all the proceedings

'•y.y---?'•;'•'.'.':;":?.':• Figuref29/.—6'StepsforBid Evaluation

Test for administrative responsiveness
Procurement conducts test for administrative responsivenes
Hiehliehts non-resoonsive bids for consideration and ratifies an bv evaluation

18.1 TEST FOR ADMINISTRATIVE RESPONSIVENESS
i i

18.1.1 Test for Responsiveness based on returnable documents submitted and
signatures on the Bid documents:
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a) Check the Bid document to see whether all returnable documents called for In
the bid documents and which are required for evaluation purposes and/or
incorporation into the contract have been received.

b) The RFP must dearly identify those material returnable documents which must
be submitted upfront with the bid submission. I f any such mandatory
returnable documents are not provided upfrontv the bid must be regarded as
non-responsive e.g. tax clearance certificate, etc.

c) Certain other returnable documents, although essential, may not result in
automatic elimination if not provided upfront. In such instances, a reasonable
grace period (about 5 Working Days) may be afforded to the Bidders to supply
the required documents. If the Bidder does not provide the documents) by
the end of the grace period, the Bid(s) must be regarded as non-responsive.

d) A third category of returnable documents are those that are required from an
administrative perspective but which are not material or essential to the bid
e.g. a completed Vendor Application Form. The failure to submit such
documents for the purpose of evaluating and awarding the business will not
result in the bid being regarded as non-responsive, but could be requested at

. a later stage.

e) If a Bidder had omitted to sign certain pages of the Bid documentation, he/she
may be requested to do so within a reasonable period of time (about 5
Working Days). If the signature Is not provided within the timeframe provided,
the Bid must be regarded as non-responsive.

18.1.2 A schedule must be drawn by Procurement to. indicate whether the Bids recelverl
are administratively responsive or not, and the efforts expended to obtain any
outstanding information (see example In Figure [30] below):

Yes/No Vis/No ' Yes/No ] Yes/No

Y M / N O . . Yes/.«o •• Yes/Ns. • Yes/No

Yes/No ; Y«7 No Yes/No Yes/No •

D •. fa/Ho '. Yes/Mo .: Yej/Mo . Ye*/No

' Indlcata
Date Yes /No autslznding . Yes / Nn

' . • . . , . tfoaiments.

ImScate .
Date Yes/No ' oirtstenillng Yea / No

" docunients •

Indicalu
Data Yes/No outstanding Yes / No

. _ .. . ' ' documents
•J

': • Tniltcata -
bate ' Yes / No . outstanding • Yes / No'

_ '. documents

Yes/No Yes/No ' Yes/No Yes/No
.. . Indicate

Date ', Yes /No • outstanding res / No

•';.-• Figure [30] ~ Schedule to mcdrdB/dcdmp/fan'cd.

Preparation for evaluation
Constitute an evaluation committee
Sign Declaration of Interest /Confidentiality agreements
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i

1 18.2 PREPARATION FOR EVALUATION

! 18.2.1 Composition of Evaluation Committee / Panel

' The composiaon of the evaluation committee would vary depending on the nature
, of the particular goods/services being procured. As a guide, evaluation committees
I should be determined as follows:

a) Low complexity evaluations
i
j There are very limited criteria for consideration due to the absence of
i complexity. Typically, criteria can be assessed through a \ e s ' or xno' question.
I There must be at least two members on the committee - one from the

procurement department and the other from the user department.

i
) b) Complex evaluations

1 Where a number of criteria are evaluated on a weighted point system method,
1 the evaluation committee should be cross-functional and should be composed

) ' -u of procurement personnel and officials from the departments requiring the
.( J$ goods/services.

i There must be at least three members, one of which must be a subject matter
expert. When It Is deemed necessary, independent experts may also be invited

= to a bid evaluation committee in an advisory capacity.
i

It is recommended that the people who serve on the CF5T do not also serve
on the bid evaluation committee. Only if separation of duties is not possible

| due to a lack of resources/expertise, may the CF5T and the evaluation
/ committee be allowed to have the same membership. If the same people

served on both the CFST and evaluation committee, this must be recorded in
the minutes, and be disclosed to the relevant AC.

• c) Highly complex evaluations

; A properly appointed multi-disciplinary evaluation team must be utilized. The
j evaluation committee may comprise sub-committees. Each sub-committee

must be composed of at least 3 or more specialists in that field of expertise. A
' sub-committee will evaluate Bids only In the field that they are tasked with,
1 •-:•, e.g.Quality, commercial, SD, preference, etc.

i
(For bids falling within the threshold for High Value Tenders also refer to the High

j Value Tender Process available on iSCM TransnetIntranet).

| 18.2.2 Declaration of Interest / Confidentiality

a) Prior to commencing with the evaluation all members of the evaluation panel
| must sign a Declaration of Interest form, indicating whether or not they have
) . an interest in the particular bid or any of the Bidders. Also refer to the Code of

Ethics (paragraph 5.5 above) for further Information on Declaration of Interest
\ b) Information relating to the evaluation of Bids shall not be disclosed to suppliers
I or to any other person not officially involved In the evaluation or adjudication

process. A confidentiality agreement must therefore be signed by all members
I at the start of every meeting of the evaluation committee.
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n
' ' 18.2.3 Setting the ground rules for evaluation and rules of conduct

At the onset of the initial meeting, the Chairperson of the committee must Indicate
to the members that the following scoring methodology is to be used:

a) Confirm whether Method 1 or 2 will be followed as well as the weighting per
category and thresholds as set out in the RFP (See Chapter 13 - Determining
Evaluation Criteria).

b) Confirm whether scoring will be done In terms of a desktop evaluation only, or
whether it will also include site visits, presentations and/or interviews. This
should be indicated in the RFP;

c) Validate scorecard, Including the prompts for judgment;

- _ d) Members of the evaluation committee must score each Bid individually, i.e.
each member must score every Bid without consulting any other members;

e) Thereafter, the raw scores given by each evaluator In respect of every criterion
and sub criterion are populated onto a comparative score sheet;

I
I
I
I

j \ f) The Chairperson of the evaluation committee identifies any numerical outliers
A ; J (if any) and follows a process of moderation;

I ]
g) After moderation, the scores given by each of the evaluators in respect of each

Bidder are averaged 3nd allocated per Bidder;

h) The weightings for each criterion and sub criterion are then allocated against
- t h e average score for each Bidder, to determine the final weighted score per

Bidder.

18.2.4 Rules of Conduct

I
u a) Consistency throughout the whole bid evaluation process is essential. All

( . members of the evaluation team must evaluate all the bid responses. This also
entails having a kick-off meeting where the entire evaluation team is present
and all aspects of the evaluation process is agreed upon to ensure that
everyone is aligned.

V"^ T "• ^) Although it would be ideal, the evaluation of all bids need not necessarily be
JiJ ••>' ' completed at one sitting of the CFET.

c) It is Important that all members are present at the moderation session, be it in
person or via teleconference. All members must sign off on all the relevant
score sheets, Including the final automated scorecard (previously known as the
B-BBEE scorecard)

d) Minutes must be kept of all dedsions and important deliberations taken at

Ii_J each meeting of the evaluation team.

J\ e) Document security must be maintained at all times.

I1 18.2.5 Evaluation criteria

• i Bids may only be evaluated in accordance with the aiteria spedfied in the bid
,' I documentation (such as spedfic returnable documents, pridng, quality, commerdai,
'--' SD, preference, finandal stability, etc). '
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n
a) In cases where an evaluation criterion was undear and it resulted in divergent

and incomparable responses being received from the Bidders, the criterion
should be clarified and sent to all Bidders. They will then be required to
resubmit Bids only in respect of such amended criterion/criteria.

b) In cases where a critical factor was not Included in the evaluation criteria, an
addendum to the RFP should be issued and sent to ail Bidders to provide
information pertaining to the additional criteria. The CPO must approve the
inclusion of the additional criteria as well as the amendment to the RFP.

c) However, If the required clarity In respect of a) above or the Introduction of
new criteria in respect of b) above, introduces a substantive change to the RFP
then, in the interest of fairness, an amended RFP should be issued by issuing a
new tender to the market

Test for substantive responsiveness
Evaluation committee confirms results of initial administrative test for responsiveness
conducted bv Drocurcment and conducts test for substantive resoonsiveness

I
I

0

•u

18.3 TEST FOR SUBSTANTIVE RESPONSIVENESS

The evaluation committee is required to confirm the result of the administrative test for
responsiveness undertaken by Procurement

A Eld is substantively responsive if it conforms to ail the terms, conditions, scope and/or
specifications of the bid documents without material deviation or qualification. A Bid is
regarded as substantively responsive even if it contains minor deviations that do not
maberially alter or depart from the characteristics, terms, conditions and other requirements
set forth in the bid documents. Any such deviations must be quantified as far as possible,
These deviations must be considered during the evaluation and comparison of Bids.

Before evaluating the Bids, members of the evaluation team are required to:

18.3.1 Verify the names of the entities appearing on the bid documents against the
correspondence (copy of the bid register) received from the AC Secretariat (i.e.
check that only those Bids received through the Secretariat, are being
considered);

18.3.2 Check that all the pages of the respective Bids had been date-stamped by the
Secretariat;

18.3.3 Check that each Bid reflects a consecutive stamped number, consistent with the
Secretariat's correspondence. (This normally forms part of the Secretariat's bid
date stamp).

18.3.4 Check that all pages of the bidder's covering letter (if any) and all pages
containing pricing, delivery and any other conditions, which may have a direct
influence on the evaluation process, have also been initialled by the Secretariat;

18.3.5 Check that the last (highest numbered) Bid also reflects the stamp "and last" (or
"and only", in respect of instances where only one Bid was received) on all its
pages; and

I
18.3.6 Any deviation from the above must be brought to the attention of the AC

Secretary. A memo explaining such deviation must be compiled by the Secretary
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anc submitted to the evaluation team. Copies of this memo shall be kept on the
Secretary's file as well as the evaluation file. The memo shall also be induded in
the AC agenda pack. The evaluation committee shall express an opinion on such
deviation in their final report to the AC.

18.3.7 Ccrfirm the results of" the initial test for administrative responsiveness conducted
by Procurement

18.3.8 Re;act Bids that do not pass the test for substantive responsiveness.

A Ed is considered substantively non responsive if it:

(i) does not contain pricing or response to any other crucial aspect stated in the
RFP document;

(ii) does not meet minimum pre-qualification criteria;

(iii materially departs from the scope, or specification of the Goods/Services
requested; and

(iv would affect the competitive position of other Bidders presenting responsive
Bids, if it were to be rectified.

Nc wesponslve Bids must be rejected and Bidders shall not be allowed to modify
their Bids once they have been rejected as non-responsive. Exclusion of a Bid as
nc i-responsive must be defensible based upon objective and justifiable grounds.

I
I
I

a

i

Step 4

Evaluation of the bid against pre-deiermined criteria
Study bid responses against the criteria listed upfront In the RFP
•arify bid uncertainties (bid clarification) in terms of 17.4.3
Make notes against each criteria to Inform the eventual scores
Use the appropriate evaluation method determined at bid preparation phase
Reduce bid offers to a comparative basis
Capture the scores of each bid against all criteria
Submit completed score sheets to chairperson of evaluation committee for averaging
Moderate outlying scores
Apply relevant weightings to determine final weighted scores

18.4 EVALUATE THE BID AGAINST PRE-DETERMINED CRITERIA
Evaluate th: Bid against pre-determined criteria using comparative schedules or score-
sheets as fclows:

18.4.1 Ersure that the evaluation process is strictly aligned with the evaluation
rr .thodology outlined In the bid documents, i.e. either Method 1 or Method 2 (see
c; apter 13 - Determining Evaluation Criteria). If certain Bidders have not met
th j thresholds for Phase 1, no further scoring in respect of those Bidders takes
p! ;ce in Phase 2.

a) L' cal Content

;WilIf he transaction falls within one of the designated sectors as determined by DTI,
ar j it was stated as such in the RFX document, Local Content/manufacture (LC)
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I
I
ifl

I n

:
I
I
I
I

II
I

will always be evaluated as a first step, to determine whether such Bid complies
with the stipulated minimum threshold for that particular designated sector.
Bidders that do not meet the stipulated minimum threshold for LC do not progress
any further and are rejected at this stage. This applies irrespective of whether
Method 1 or 2 is utilised. The threshold as determined by the DTT Is not
negotiable and bidders who do not meet the minimum set thresholds will be
disqualified and will not be evaluated any further.

b) Supplier Development/ Quality (functionality) and Preference

(0 Evaluating each Bid individually

Each member of the evaluation committee Is required to study Bid responses
and record observations. The evaluator must first get an overall view of each
Bid. This is done by studying each Bid individually, and then comparing it to
the evaluation criteria.

The prompts that were provided for judgment or qualitative Indicators relating
to all SD criteria and any sub-criteria that are linked to a specific score should
be used In assessing the Bids.

The evaluation of Bids shall be based on the information contained in Bid
submissions, and where relevant from interviews, presentations and site visits.
Bids should not be evaluated on the basis of speculation or the
personal knowledge or subjective experience which an evaluator has
of any particular Bidder.

The evaluator must record observations on the bidder's response to each
specific evaluation criterion on the score sheet. References to page numbers
should be added where applicable. -

At this stage, no scoring is done.

Score-sheet 1 {Figure [31] below is used for such observations and is available
on the Transnet Intranet).

J>

Sheet 1

RFP Number

Name of evatuatrcn committee member

CRITERIA (Supplier Development

Value of investment In plant

Reduction in import leabge

Potential increase in export content

Number company employees to be trained
Number of downstream supply chain individuals to be trained

Cerf (Ted training

Hand value on training to be spent In the Industry

X of planned procurement from QSEs

Working sccresheet

[Insert RFP Number)

[Insert name of evaluation committee meirber

BIDDER NO.l

San COMMENTS

• i :
i
s

• • »

« •

.ts
• • « •

btifa's response ta virbui

GfOOCRNO.2

Scnrt

i - "•*•

' • • ! • :

COHMWTS

".' Ma)ce ccfrinerc M tie'

KkV»rei»m«onrous,

.v-.r^f^^j-.v:
•••:•;•• ; - ' ^ " - " r : ^ ~ ; V

B1D0ESNO.1

Saire

*.fc.

• i

i

COMMENTS

; • • • . ' • , ' i s :-•, '.-. ..

proyrnhj t» not hi!

K i i cnnrritra Hi tfe
bduQ 1 ICSpOPK t3 VtfOtS

.•'' > ^ ; ^ - > • / • " * '

u : . ••iv:- ' ' . . '•••

\1&?i^
(ii) Scoring

The next step is to allocate scores on Score-sheet 1 above. This is done by
scoring one evaluation criterion at a time for all Bidders. E.g. compare and
score the responses to 'Value of Investment in planf for ail Bidders before1

moving on to the next criterion.
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All scores must preferably be out of 10 (i.e. the 1 to 10 scale, although a 1 to
5 scale can also be used if specific objective measuring criteria has been set).

Finally, each member's individual scores In respect of each bidder must be
carried over from Sheet 1 and inserted on score sheet 2 - see below.

Sheet 2 Final memfc :r scoresheet

RFP Number (InsertRF? lumber)

Name of evaluation committee member (Insert narr • of evaluation committee member

CRITERIA (Supplier Development)

Value of investment In plant

Reduction in import leakage

Potential increase in export content

Number company employees to be trained

Number of downstream supply chain individuals to be trained

Certified training

Rand value on training to be spent in the industry

?4 of planned procurement from QSEs

Total

BIDDER NO. 1

Score

S

4

S

s
4

S

4

5

37

BIDDER NO 2

S o r e

7

6

6

8

5

6

7

6

51

BIDDER NO. 3

Score

S

S

4

5

4

3

c

4

35

BIDDER NO. 4

Score

7

6

6

8

7

8

7

6

55

•-•••:•. • ' • - ' • ' . ; • '"••••'•:•,: ' : ; • - " ' • ' : ; . " . • F i g u r e [ 3 2 ] - S c o r e - s i e e t 2 . '••-. '•;'•;/• ' . ' : . ) : • ' '••'.;. .'-,.'•'. ':''•'".

n

(Hi) Moderating scores

The Chairperson of the evaluation committee transcribes all the individual
members' scores from the respective score sheets (Sheet 2) onto the
consolidated score-sheet (Score-shee: 3, see example [figure [33]) below.
These scores should be regarded as provisional and subject to moderation.

In the event of significant variances M Individual scores, the scores must be
moderated at the discretion of the Chairperson of the evaluation committee.
An outlying score/s should as a genera i guideline be determined where there is
a point differential of more than 4 points on the 10 point scale as compared to
the other scores. The outlying scorer (Mivan, in Hie example of Sheet 3 below)
must be asked to motivate his/her ;core(s). I f the score can be rationally
explained, the score can remain unchanged. Other scorers should be afforded
the opportunity to reconsider their sccres, in light of the explanation provided
by the outlier. If the outlier cannot rationally explain his/her score, he/she
must be asked to reconsider the scorr:. If the outlier refuses to reconsider the
score, the chairperson of the evaluation committee may approach the AC
Chairperson for a ruling on whether the outlier should be replaced with a
different scorer or not.

The process followed with moderat! >n of scores must be recorded in the
minutes of the evaluation committee. Any changes to a score sheet due to the
moderation must be countersigned t / both the scorer and the Chairperson.
This should also be cross-referenced v 1th the relevant minute/resolution.

(iv) Weighting scores

The following provides an explanador on how weighted scores are arrived at.
However, there is an automated sec e sheet available on the iSCM Transnet
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Intranet, where the weighted scores are automatically calculated based on the
raw scores.

Stepl

The Chairperson calculates the average scores per criterion per Bidder
(after moderation). This Is done by dividing the sum by the number of
evaluators to arrive at an average score for each particular criterion per
Bidder.

Sheet} tetrad scat sheet
RFPNumber pruertRrPHutuberJ

ajflBCAISupplisr Development)

I'a'ue of investment In plant
ReducScn in import leahf!

Polenta! i n o c s ! in erportccntent
Number company employees to be trained

Number of downstream supply Aain i n f i n i t e lobs trainee}

Certified timing

taid <n\at on training to be spsntln die industry
if of pbnne ((procurement Iran QS&

BldfaNo.1
{valuation Member Scares

Nomhle

4
3

4
4

5

4

3
4

31

Man!

5
4

5
5

4
c

4
i

37

Bill

3
4

3
4

5

4

4

30

fta
8

9
!

7

S

7
8

S3

Awrsje

5
4.73

S25
5.25

125

5.25

45
c

*.25

HdierNo.2
Evaluation He liter Scons

Nannie

6
3

5
5

6

5

5
fi

43

Thuferf

7
6

6
£

5

6

7
E

51

BiO

7
5

6
S

7

e
e
c

47

Htnn

1
1

2
4

2

2
1

IS

Avenge

125
U5

4.73
15

125

4.75
r

33.25

: . ; ' ; ' V .' .• " . - I ^ '.-.'" :-;/:F^ute [33]-Score-sheet 3 , '.:-' ••':^:' '-••.,'. • / • / . ? ' . "::.

Step 2
The Chairperson must now calculate the weighted scores against each
criterion to determine the total weighted score against each Bidder. (See
example in Score-sheet 4 - Figure [34] below)

For example, a score of 8 out of 10 for a particular criterion that has a
weighting of 20 will be calculated as follows:

± x 20 = 16

Sheet 4 final wt'ETitedscotEsliHt
IffP dumber (Insert RfP Number)

CRIIHIA (Supplier Development]

Va?ue of investment In plsnt
ReducMn import tabge

Potential increase in ejpartamttnt
Number company employees to be tnined
Number of downstrezm supply d a n indrudids to be t n s i i
Certified training
Rand t r im on training to ht spent in the industry

% of fanned procure menl from QSS
Total

Wetted
TTOtiiTlifll

a
ID
K

a
H
t

Si
Lc

IK

Bidder ( M e t
h'o.l

Scote
5

4.75
SB
125
125
125
43

c

40JS

WelgfcUd

1C
4.75
55
105
5.25

1525

7.5
50375

No, 2
Score

7i
6
6
8

g
i

1

315

Weighted
15
6

6
!£

1 c

3

j

75
1 E5.5

. No. 3
Score

4
5

i_ «

15
4
;
(

45
355

We!(hted
S
c

15
U
i

15
I

6.75
45.75

No. 4
SCW!

7

e
6
B
7

S
7
6

55

Weighted
M
E
E

IE

4

G

&

•••'•'• "":•••••• - ••'' •••.:..•'.• ' • • " v : N - • • " ' • ~-:. F i g u r e [ 3 4 ] ^ S c o r e - s h e e t 4 ' - •". '";' ' ' ; - " \'.'•'•'.. "•':•. '.:.',-.'r
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The total eighted score above represents the ranking of each Bidder in
respect of 0.

Note: The :core for preference (B-BBEE scorecard only), together with the
score for D determines the SD Threshold. See example below, which
indicates i *v the SD score and the B-BBEE score according to recognition
level adde together are used to determine the consolidated SD/preference
score for tir ^hold purposes assuming a 60% threshold.

Bidder

Bidder No. 1
Bidder No. 2

Bidder No. 3

Bidder No. 4

Bidder No. 5

"• : 4 i i ^
'• 43$rV
^ ^45^! :

EScorec^rdiri

wmm
S%i2S"h

v:3Q!r[^Non-responsive - minimum threshold not net)

l-f/j. w'/e /357 - 'Consolidated scbrecanf for SE>. /B-BBEE.

18.4.2 Quality/fun tionality offer

For the purpose of evaluation, Quality is considered to comprise all the criteria set
out in the RFP, - :cept price (orTCO), SD and preference (B-BBEE and/or FRC).

As with the eve ;3tion of the SD offer, the Quality/Functionality proposal must be
evaluated agair t the criteria as stipulated in the RFP. Repeat the process as
stipulated In par graph b), utilising the Quality/Functionality criteria and component
weightings.

18.4.3 Preference

Preference Is sc red according to the B-BBEE scorecard only and the FRC criteria
(Current and Fu re) will only be used In the final evaluation stage.

/aluation
3iminate bidders who did not make both the thresholds
Populate the relevant automated scorecard. based on Method 1 or Method 2

18.5 FINAL EVALUAT ON

One of two methods of valuation may be used depending on what was stated In the RFX
document (Refer to pars raph 13.1).

18.5.1 Applying the riteria in Method 1

a) Method 1 ; ' hase l (Refer paragraph 13.1.1 above) >

All Bids which -ave failed to achieve the minimum qualifying threshold for LC
(where applies !e), SD/Preference or Quality must be rejected. All Bids which
exceed the m' irnum qualifying threshold for quality are regarded as ''equally
technically co. plianf Irrespective of the margin by which they exceed the
threshold.
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n
L • All Bids chat have achieved or exceeded the minimum qualification thresholds for
—. firstly, LC (if applicable), SD/Preference and Quality/Functionality proceed to
, I Phase 2. They must now be evaluated further in terms preference and SD for a
11 second time, as well as Price.

b) Method 1 : Phase 2 (Refer paragraph 13.1.1 above)

Only the Bidders who had met the predetermined thresholds for firstly LC (if
applicable) and both SD/Preference and Quality progress to this stage.

(i) Score for SD

With regard to the evaluation of SD In this phase, no new evaluation takes
place. The points awarded to Bidders in Phase 1 for SD are simply weighted
and cdded to the weighted scores for preference and FRC both Current and
Future strictly in terms of the criteria as stipulated in the RFP document

(ii) Score for Price

r « ^^--' Befc 2 conducting a mathematical evaluation of price, a cognitive evaluation
j | will oe conducted in order to determine the reasonableness of the price

Ii.J quotid. All bidders will be required to provide supporting documentation

motivating their price e.g. complete a checklist indicating which aspects of
rx their bids have been quoted for. Such a checklist will be Included as a

Ij J returnable document in Transnet tenders and will allow Transnet to conduct a

comparative analysis in terms of pricing. Bidders who fail to quote on all

I
I
I

.

Tran"np.t mandatory requirements will be dedared non responsive.

I
I / Nex:, select and utilise the automated scorecard for Method 1.

,,, The following formula has been built into the automated score sheet to
i j calculate the score for price:

I t J Pbm

!)

I
I
I
I
I

\ Where: Ps = Score for Bid under considerab'on
I'i . „ Pt = Comparative price of Bid under consideration

— **% Pbm = Benchmarked price calculated using average price of
bids received less 10%

Wl = The percentage score given, to price

Bidders with a price lower than the benchmark will be given. an automatic
scor? of the full points allocated to price.

i The method to calculate the benchmark against which all prices are evaluated
may be adjusted on motivation to and approval by the GCE.
A bidder's score for price must be added to the consolidated score for SD,

f | BBB^E and FRC. The Bid with the highest score must be selected unless there
; j are objective criteria other than the evaluation criteria that justify the award to
l-» another Bidder. This discretion must be exercised sparingly. Examples which

wouid justify the award to a bidder other than the highest ranked bidder
: | Includes instances where the highest ranked bidder has just been fined a huge
J I amc jnt by the Competition Commission which impacts on its ability to deliver

I
on tiie contract; or notice has just: been received from iSCM Governance that

^ the company has been placed on Transnet's Ust of Excluded Bidders.
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All Bids that have achieved or exceeded the minimum qualification thresholds for
firstly, LC (if applicable), SD/Preference and Quality/Fjnctionality proceed to

! j Phase 2. They must now be evaluated further in terms .'reference and SD for a

r b) Method 1 : Phase 2 (Refer paragraph 13.1.1 above)

Only the Bidders who had met the predetermined th. asholds for firstly LC (if
applicable) and both SD/Preference and Quality progress to this stage.

(i) Score for SD

With regard to the evaluation of SD in this phase, ro new evaluation takes
place. The points awarded to Bidders in Phase 1 for 3D are simply weighted
and added to the weighted scores for preference ar ] FRC both Current and
Future strictly in terms of the criteria as stipulated in t ,e RFP document

(ii) Score for PriceI
• r^-^J'^'' Before conducting a mathematical evaluation of pric:, a cognitive evaluation

f \ will be conducted In order to determine the reas. nableness of the price

I Li quoted. All bidders will be required to provide supporting documentation

motivating their price e.g. complete a checklist ind ating which aspects of
fi their bids have been quoted for. Such a checklls will be included as a
' J returnable document in Transnet tenders and will allc /v Transnet to conduct a

I comparative analysis in terms of pricing. Bidders v ho fail to quote on all

Transnet mandatory requirements will be declared nor responsive.

I'i / Next, select and utilise the automated scorecard for M ethod 1.

The following formula has been built into the au omated score sheet to
i ] calculate the score for price:
L i P^m

l
I
I

Where: Ps = Score for Bid under considers: on
Pt = Comparative price of Bid unde • consideration
Pbm = Benchmarked price calculated using average price of

^ bids received less 10%
j I W l = The percentage score given tc price

' I Bidders with a price lower than the benchmark wi' be given an automatic
| j score of the full points allocated to price.

t j The method to calculate the benchmark against whic i all prices are evaluated
; I may be adjusted on motivation to and approval by tfv GCE.

A bidder's score for price must be added to the consolidated score for SD,
BBBEE and FRC. The Bid with the highest score mus be selected unless there
are objective criteria other than the evaluation criteri: that justify the award to
another Bidder. This discretion must be exercised s aringly. Examples which

; j BBBEE and FRC. The Bid with the highest score mus be selected unless there
I j are objective criteria other than the evaluation criteri: that justify the award to
LJ another Bidder. This discretion must be exercised s aringly. Examples which

•

would justify the award to a bidder other than tr ^ highest ranked bidder

'. ] Includes instances where the highest ranked bidder h is just been fined a huge
J ! amount by the Competition Commission which imparts on its ability to deliver

I on the contract; or notice has just been received frc n iSCM Governance that

, the company has been placed on Transnet's List of B.duded Bidders.
LJ
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Where two c- more Bids have scored the highest equal points based on Price
and SD/Preference, the Successful Bid must be the one with the highest score

M on preference

Pricing Offe
i 1
1 i All Bid pria'r-3 offers must be reduced to a common base in a comparative
i J schedule in c rder to facilitate a fair comparative analysis. In order to facilitate
n a fair compa ison between Bids, it Is necessary to distinguish between the bid

price and ccnparative price as the Bid price may not indude certain factors
impacting or cost As stated In chapter 16 above on Bid Preparation, it Is
necessary tc provide all Bidders with a uniform prldng schedule to ensure all
Bidders indu le not only the base price, but all other factors that may influence
tote! cost of. wnership (TCO). I f a comprehensive pridng schedule is provided
by all Bidder;, it will ensure that prices received are already on a common
basis. Failing this, Bidders must be asked to re-submit prices in accordance .-
with a dear prldng schedule; alternatively, prices must be reduced to a
comparative schedule as follows:

*v>

l
I
I
I
I

II

Whether the cost of transport has been factored into the Bid price.

! J • Incotem-related costs, i.e. all other transit-related costs in respect of

I<-' Goods supplied from abroad, must be added to the Bid price. These
Include: Inspection costs, freight and insurance (from the place where the

r\ Goods r ave been offered to the destination where it shall be delivered),
{j landing .harges, customs duties, Import duties, wharfage, etc.

( • Uncondi ions! discounts must be subtracted from the Riri price, where
i J applicabe.

I * Other c jnsiderations which affect a non-fixed Bid price such as price

f"] adjustrr^nt factors, currency, etc. that affect the prices over the full
• ( period o - part of the contract period.

I • Time v-'ue of money where cash flow implications differ, e.g. when
upfront or staggered payments are required ramer than a lump sum
paymen at the end of the contract.

• Differer es In Quality which can be expressed in monetary value, e.g. if
one bid er's brake blocks guarantees a 20% more useful lifespan than
another bidder's.

• Any oth ir incidental costs which may arise from the acceptance of an
offer.

Any modific' Uon to the bidder's original Bid price due to the process of
reaching con parafrve pricing must be validated with the Bidder him/herself.

Arithmetical rrors, I.e. obvious arithmetical errors, must be pointed out to the
, | Bidder (with Dermission from the AC Seaetary) and corrected figures utilised
}1 for comparac ve purposes. '
LI

I The compan: ijve schedule should reflect the comparison of prices under the

r l following hez dings (delete where not applicable):
Tendered prices
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• Arithmetical corrections

• Come arative prices

• Proj= ted prices

• TCO idjustments

• Total comparative price

(iii) Score for Preference

Preference is scored according t: the B-BBEE scorecard and FRC Current and
Future In the final evaluation stage.

EXAMPLE 1 (Automated score sheet n respect of Method 1)

BASIS FOR.COMPARAT1VS OFrES : METHOD 1: PRICE (60) SO (2C) BE= .^ (10) AMD FRC (10)

Name of
Tenderer:

Ranked lowest
to highest

Prfc

BIDDER E

BIDDER A

BIDDER B

BIDDER C

BIDDER 0

Financial Offer

(P)

Comparative
Offer
(P«i)

Paints for
Financial
Offer (Max

60]

Pcin for
3J ; n

2

BBBEE Level
of Contribution

(Lavel 1 to 9J

BBBES Point
out ot 10

(sooreeard
only|

Paints
forFHC
(U»«1D)

Total
point out

of 100

Overall
Ranking

Price, SO,
Function*
•my and
BBBEE

% Premium
payable

PTttmlurn
payable In

Randt

NON-RESPONSIVE - Minimum threshold for SD and BSS 5 not me!

^ ' • • • " : ' - -

R 119.000,000

ft 120,8371221

R 122,895.751

R H0.665.-t32

V '.'R11»;000,000

"7Ri1»,COO,000

:••• fl11J.000.MO

. - FHH.OOO.OQO

• . E O . M •

ea,o7 -

' : 85.04
1 48.32

1* 0
1?. 7

17- »

la. o

teve)3

Level 1

Ievol4
LevelZ

..- :*.: s •-'.

-'•10 :.-:'..

• > • • ' , • •

- 9 • •

7

S

S

7

' B1O0'

•io.W
U J 4

• U.I2

•••• - i •.:--.

• - . : . 3 • - •

• . . 4 . . V . .

-VO.00 .,

:*-1.34 ."'

. M7 ••
• 18.48-

yi':-'.'^' Ro
> R 1,817JZI

R3.836.7i3

R, 21.SSS.U2

EIDDERA

filDUtSC

BIOOER D

BIDDESE

••r±~i7j'J - -
'•.SfriM1."1

: • !*- .no :.-=;.>

J * Scareca/d(1C v«;

•^'•r'.T'. 8 - " l -*̂ -

3 * . - > - . 7 ~ : :'
• : '.:•'." B " ' . : •'•-

- . . - . - . - a , ; . • «

,:,TOTAL(30)?:

•r.:27.s:r"
(Noivresponttv*- mn'mum threshold rut met)

MMMUM 'ftitlESHOLD FOR'SO and'= &6E VlS, Ct 5C* .

Figure [36] 1 : 1 '-":-y ••••7 V.. .•.-••' v . "

From /v^ure /"J5/ above, Bidder B becorr 5 the Preferred Bidder as he has attained the highest
score out of 100. The recommendation to he AC will therefore be in favour of B (and not Bidder D
although D has the highest B-BBEE contrit jtion level or Bidder A who is the cheapest).

18.5.2 Applying the criteria in Meth d 2

Phase 1 of Method 2 is exactly tl~ 2 same as Phase 1 of Method 1. The difference
between the two methods is in Pi ase 2, where Quality/Functionality is added as a
fourth evaluation criterion and civen a weighting greater than price, SD and
preference.

Select and utilise the automated scjrecard for Method 2.

A bidder's score for price must be added to the consolidated score for SD, BBBEE |
and FRC
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Where two or more Bids have scored the highest equal points based on Price,
Quality and SD/Preferenci, the Successful Bid must be the one with the highest
score on quality, since qu; lity carries the highest weighting.

Such criteria must be com nunicated in advance in the bid documents.

EXAMPLE 2 (Automated score sheet in respect of Method 2)

•AXIS FOK COMPARATIVE ofrai: UE7H03 2: PRICE po) TECH1 CM (40) 50 p«) BBSS (10) AND F M pot

Nimaof
Tendarer:

Ranfcid
lowastta

ktjh.tl Prita

BDDCRG

BIDDER*

BIDDERS
BEOERG
SCOGO

FinucUl OH.r Comfaraiw*
oner
ipm]

Poims '• r
Fltuneljl "ffar

|r.tst»ri

NON-RES?ONSIVE- Minimum thfashoW (-•• 3 a :

R tt,»4»3
R 111.U7.Z21

R 170.&5.432

.••RSt>74,M3

^.R W,674,M-
.'.RW,S74,MJ

<::•'.-icxa *.*•
. - • : • •• , t w ; . .

'•"•• *
J j : . . •

Point* for
Toctmlal

nd BBBEEn

11.00
jL4a
3E.03

Poinls ( v
SQ(Mu

Ml

olmel

14.00

K.S7
1JJU
11_5«

BBBEfi Laval

ConMbu-Jon
(LcwJ1l«9)

Lewi 3
Lnall
L r v d l

LevD2

BBBE£
Point otfl of

11

(iconeara
only)

.. r- a \ -
•- 1 0 . . -

• • • » . "

Potnti far
FRC

{Mu10|

7"

s
B

7

Tom
pohloul

oligo

"•- «7.B0
•7«- i7 .
•7«.7l

7 M I

Ovonill
Unking

•rico.
TodtnTuI,

»a,
Funcdan-
•IftyoiMj
BBBES

• • # * ^ " . •

- . • * : < •

. a . •

' * : . 1 " •

•A
Pr«mtnm
p.y=bl.

, • aoo -.

17.02
'. S7.BI ,
' 7B.ta.

Prunium
payialt In

Finds

- v-i .'P.0
R 11,31247*
R ESfSlLIK
R 7S^30,4«5

BIDOER*
BIDDER B

8'CD£RC

aooeae

Tecnnlcil (JO)

4 ! «

71%

m
55%

an

18

29.4

M

ss
30

-soe?0);.
.;;ii.i4>i.i
MiTJlott _
•!di7jSi'

••?.!"!:•••

-!»-ioJ:»r

-•;.-Eu»eart (10>- ; —

l~»;"'':l«-»-'ri.v.
A:-,—_-:j?;tSi;V-

>-_TOTAL.V

.-.-ja.-i-

3'jZ4jVv
'•yji.tf.-.

•'j.'Av;> (Non-nspaiuive • mintmum threshold not met}

M THFESHOtp FOR £0 • * ! BBBE$ • J R * I

LJ

I
I

I

Recommendation
Prepare TEAR rep >rt containing recommendation to the AC
Record proper rr. lutes of all the proceedings

18.6 RECOMMENDATION

18.6.1 Tender Evaluation an 1 Recommendation Report (TEAR)

After a bid is evaluates a TEAR report should be completed by the Chairman of
the evaluation committ .-e setting out how all relevant evaluation criteria were
measured and how Bide ?rs were ranked as a result of the evaluation process. The"
motivation for the awar J of business must be supported by the_eyj3luarjon score
sheets as well as a cc iy of the automated scorecard. These documents must
accompany the AC submission regarding ttie final award of business or the
submission to short-list or post-tender negotiation.

The TEAR report must substantiate the results of the evaluation. This includes
reasons why a Bidder v as eliminated, for example, due to non-responsiveness or
failure to meet any mini num technical qualifying criteria. '

18.6.2 The recommendation to the AC

a) A recommendation for the award of the business must be drafted for
submission to the rs'evant AC. This must be accompanied by the evaluation
report motivating he v all the relevant selection criteria have been evaluated.
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Tne evaluation panel may be railed upon by the AC to clarify any
uncertainties.

b) When for whatever reason, it Is considered in Transnefs best interest to award
only a portion of the scope of requirements, Transnet should consider giving
an opportunity to all participants In the bid process to re-bid on the amended
scope by a new closing date and time. This Is because a reduction in scope
may Impact on pricing / discounts offered by Bidders which In turn could affect
their competitive position.

18.6.3 Reasons for recommendation

a) The reasons for recommending a particular Bid(s) must be dearly stated by
the recomrrending officers.

b) When only one technically Acceptable Bid is received and recommended for
acceptance, it shall be indicated whether the prices are fair and reasonable
and how th:s has been determined (e.g. benchmarking against previous prices
etc.).

c) If a Bid oner than the Bid with the overall highest score is selected, the
recommencing officer shall provide a full explanation for this dedsion, and
state which objective criteria are relied upon ta justify the recommendation of
such Bid.

d) In the event that two or more bids have scored equal total points, the
successful bidder must be the one which scored the highest number of
preference ooints for B-BBEE, except In the case of Method 2 where the equal
scorer, with the highest score for quality will be the successful bidder.

e) Should two or more bids be equal in all respects, the award shall be decided
by the drav ing of lots.

i_ • - l " - 1
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CHAPTER 19 : POST TENDER NEGOTIATION

19.1 POST TENDER NEGOTIATION (PTN)

19.1.1 PL t Tender Negotiation is an effective tool to drive down cost or extract further
vc je for Transnet and o n be used very effectively in conjunction with any
pr curement mechanism. PTN is used after the evaluation process has been
cc lpleted and the Preferred Bidder/s have been identified and approved by the
re' vant AC, based on the criteria as set out in the RFX. PTN is normally reserved
for high-value, strategic commodities, but it may also be used in lower value
tic isactions where It Is considered that further value for Transnet can be extracted
frc n this process. Depending on the circumstances, this tool can be used either
wi i all technically compliant Bidders, or a selected short-list, or even with the
Pr: ''erred Bidder only, but subject to the following requirements to ensure good
cc TOrate governance.

19.1.2 In 3rder to ensure that PTN is conducted in a fair manner, shortlisted Bidders
sh uld be negotiated with individually. The negotiation process should follow the
ss ia agenda for all Bidders. After negotiation the Bidders should submit thar best-
ar -final offers, in the relevant tender box, by a specified closing date and b'me.
Af' T proper evaluation of all best-and-final Bids received, business is ultimately
av irded to the highest rank Bidder, based on these offers.

19.1.3 PT I may only take place if the RFX document contained a dause stating that
TV nsnet reserves the right to enter into post tender negotiations with a Preferred
Bi: ier or any number of shortlisted bidders'.

19.1.4 Be ire PTNs are conducted with the Preferred Bidder or short-listed Bidders, it
mi t be approved by the relevant AC. The R-value of the proposed contract to be
ne otlated will determine within which AC's jurisdiction the matter falls. (Refer to
pa jgraph 19.3 below for instances where PTN is envisaged for transactions falling
be: iw the AC jurisdiction.) The submission requesting authority to negotiate should
inc Jde the following:

• II.: of Preferred Bidders (or Bidder) and how the list has been determined
ir eluding the threshold set for qualification for PTN;

• ti 2 composition of the negotiating team;

• ti 2 targeted price reduction;

• ti" 2 increase in SD commitment;

• E 3BEE commitment;

• tr 2 motivation for PTN; and

• cr ier aspects that will be negotiated to achieve a "wln-wln" situation, e.g.
p yment terms, minimum order size and frequency, delivery, lead times, etc

19.2 AUTH IRTTYTO ENGAGE IN PTN (transactions falling wi thin AC jurisdiction)

19.2.1 Ma :ers falling within the jurisdiction of the AC (i.e. above the minimum R-
thr shold of the AC), should be submitted for the approval of the AC In the normal
ma ;ner, Indicating in detail the process followed In determining the shortlist of
Bid ers to be negotiated with, details of the agenda that will be negotiated, etc.
(reT ;r to paragraph 19.4 below).

a) ipon receiving AC approval, and completion of ,the PTN process, and the
^sultant evaluation and scoring of the best-and-final Bids, full details of the
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best-and-final offers, must be provided when a recommendation on the final
award of the business is made to the relevant AC

b) On these higher value transactions, the negotiating team to be appointed by the
relevant AC, shall comprise of procurement, SD, technical, financial and
commercial (marketing) and legal disciplines, (where appropriate), to fadlitate
unity of purpose from Transnefs perspective and to enable the Bidder to deal
with all relevant matters before making a final offer.

19.3 STANDING AUTHORITY TO PTN (transactions falling below AC jurisdiction)

19.3.1 It would also be acceptable, especially in respect of transactions falling below the
AC minimum Rand thresholds, for certain officials (preferably in procurement), to
be given specific standing Delegated Powers to conduct and/or authorise PTN,
without the necessary prior AC approval as contemplated in paragraph 19.2 above.

a) This authority must be obtained from the Manager or CPO and must be Included
in the Delegation of Authority of the relevant official. Copies of this should be

. , \ .,..., filed with the AC Secretariat The standing Delegation of Authority must dearly
reflect the maximum transaction value for which the offidal may conduct or
approve PTNs, without prior AC approval. Full details of all such PTN
transactions undertaken, should be reported to the AC at regular intervals.

b) A standing authority to negotiate Is different from a standing authority to
communicate (refer to paragraph 17.4.3) and separate PTN authority must be
obtained. Standing Delegated Powers to negotiate will be granted with great
drcumspection and only to employees who have demonstrated the necessary
negotiation skills.

c) Detailed records must be kept in the relevant files of the Bidders who have been
negotiated with, how their eligibility for PTN was determined, induding their
best-and-final offers received. Copies of such standing authority must also be
kept on the relevant files. Standing authority to conduct/approve PTN should not
exceed the minimum R-value thresholds of the AC. In such cases the process as
outlined in paragraph 19.2 above detailing the AC's involvement in the various
stages, must be followed. <

19.4 PTN PROCESS

19.4.1 Under no drcumstances may prices of one Bidder be disclosed to another with the
request to improve on such price in order to be awarded the business. This Is
considered as 'horse-trading' and is considered an unfair business practice. Such
misconduct will not be tolerated and will result in disdplinary action.

19.4.2 It is Important that all members of the PTN team sign dedaratlons of interest and
non-disdosure or confidentiality agreements when appointed to such teams. These

[ 1 forms must be kept on the appropriate files as an audit trail.

LJ 19.4.3 Negotiations must be preceded by thorough research and a caucus discussion by
. the cross-functional negotiation team to be able to obtain a co-ordinated approach.

[ J a) To ensure fairness, the same agenda must be used with all short-listed Bidders
to ensure that all Bidders are provided with the same information and the same

r I opportunity to improve their Bid in all respects. The agenda must be made
j j known In advance to all shortlisted Bidders so that they can prepare for the

' negoHations. The final evaluation criteria against which the best-and-final Bids
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will be scored should also be disci sed to the shortlisted Bidders. Such criteria
may only differ marginally from the original criteria as per the RFX document.

b) The objectives of the negotiating "jam must be recorded in consultation with
the relevant disciplines concerned (- .g. financial, SD, technical and commercial).

c) The objectives should be appr/ed by the relevant AC The financial
advantages, or other objectives scjght (e.g. B-BBEE commitment, Enteiprise
Development Initiatives, faster delivery, etc), must be quantified and no
negotiation will be regarded as fins until all the approved objectives have been
properly negotiated by the negotiating team. After receipt and evaluation of the
best-and-final offers, the results must be recorded against the envisaged
objectives.

d) Under no circumstances should a Preferred Bidder be informed that he has been
awarded a contract prior to the PTN process, as that would jeopardise
Transnefs negotiation power.

e) Where PTNs are conducted with a uly approved short-list of Preferred Bidders,
all such Bidders must be requestec to deposit their "'best-and-final offer" In the
tender box by a set dosing date.

f) This method may also be employe i in the single Preferred Bidder scenario, if
there is reason to believe that this r lay yield a further price reduction, or extract
further value for Transnet, subsequent to the negotiation session.

g) Although PTN offers shortlisted Bicders the opportunity to improve upon their
Bid In areas such as price, quantity etc, care should be exercised to ensure
that the final contract negotiated oes not differ substantially from the terms
and conditions of tender set out in < ie original RFP document

19.5 APPROVAL TO AWARD BUSINESS AF'"ER PTN

19.5.1 Business may be awarded to one of he shortlisted Bidders or split between any
number of shortlisted Bidders.

19.5.2 I t is possible and permissible for the r inking of shortlisted Bidders to change from
the first evaluation stage when the s ortlist was determined, to the final ranking
after PTN was conducted and the best and-final Bids were evaluated, provided that
PTN was conducted strictly in terms of tie rules as stipulated above.

19.5.3 In Instances where the relevant AC ha authorised PTN with a shortlist of Preferred
Bidders, the ultimate award of the bus ness, whether awarded to one or more than
one shortlisted contender (i.e. a spi: -award) should again be presented to the
relevant AC which approved the Prefer 3d Bidder/short-list

19.5.4 In instances where the relevant AC :-as authorised PTN with a single Preferred
Bidder, the ultimate award of the bus less must also be presented to the relevant
AC for approval to ensure that the fi: al contract is substantially the same as the
terms Indicated in the RFP, unless th- AC approved the preferred bidder and the
subsequent award of the contract, jpfront, due to operational requirements,
(urgency etc), in which case the final rsjotiated terms, and contract value needs to
be reported to the AC for information purposes only.

1 /

I
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CHAPTER 2 0 : ADJUDICATION

20.1 GENERAL PRINCIPLES

Adjudication can best be described as the validation of the process leading to the
recommendation of the Successful or Preferred Bidder/s. I t Is important to note that there
are two different elements to this and these are often confused.

20.1.1 The ACS do not have any contracting powers and as such do not actually conclude
the contract in the name of Transnet The AC validates the process of selecting the
Successful / Preferred Bidder.

20.1.2 When an AC has approved a submission, it clearly does so subject to the provisos
listed In paragraph 21.3.1, one of which is that the person with the necessary DoA
has to sign the actual contract likewise, the person with the necessary DoA may
not execute his DoA and sign the contract, without the relevant AC approval of the
process.

20.2 THE ROLE OF THE AC DURING ADJUDICATION

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

Factors to be considered during adjudication include whether:

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

20.2.2 all Bids are still valid I.e. still within the validity period;

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

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

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

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

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

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

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

20.2.10 the recommended Bidder submitted a valid and original tax dearance, VAT
certificate (where applicable) and whether the recommended Bidder complies fully
with all legal requirements stated In the RFP;
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20.2.11 the recommended Bidder is not insolvent, In receivership, bankrupt or being wound
up, has his affairs administered by a court or judicial officer, has suspended his
business activities or is subject to legal proceedings in respect of the aforegoing;

20.2.12 the award of business to the recommended Bidder would not be harmful to
Transnet's image. In this regard, it must be borne In mind that Transnet is a public
company and Its sole shareholder is the Government of the Republic of South
Africa. For this reason, business transactions with entities that could harm
Transnefs image should be avoided;

20.2.13 price and other commercial terms are market related; and

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

20.3 RISK EVALUATION

Upon receiving a recommendation to award business to a particular Bidder, the AC may at its
own discretion call for a risk evaluation on the Bidder if it is of the opinion that this was not
considered at the evaluation stage. If on reasonable grounds it is determined that there is a

1 material risk involved in awarding the business to that particular Bidder, the AC may,
depending on the likelihood and consequence of the risk materialising recommend one of the

i ] following:

• not awarding to the Bidder;

I I • awarding part of the business to the Bidder; or
L •' • splitting the business between the Bidder and another Bidder.

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

20.4 SPLITTING OF BUSINESS
n
I | The AC should enquire whether the splitting of the award of business was considered during

I
i. J evaluation, as this Is a feasible mechanism to promote the development of new entrants into

.. . the market Transnet's standard bid conditions allow for the selection of multiple suppliers or
! J the award of the whole, or any part of a Bid to any particular Bidder. Transnet may also

choose not to make an award if there are valid grounds for doing so.
Bidders who qualify their Bids on the basis that the whole Bid should be accepted (in conflict

) with the bid conditions) must be advised that the restriction must be withdrawn before their
Ty '^ Bid can be considered.

20.5 DISAGREEMENT REGARDING AWARD OF BUSINESS

I
I
I
I
I
I
I
I
I

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

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

T 1

Li 20.6 NON AWARD / CANCELLATION OF BIDS

20.6.1 Non award of business must be approved by the relevant AC. A motivation for non
award may | be considered by the AC at any stage of the process before the
Successful Bidder is finally selected and Informed about the bid award. Once a
Successful Bidder has been selected and Informed about the outcome of the bid
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process (i.e. he/she was awarded the bid), Transnet is said to be functus offido
and can no longer cancel the bid process without an order of court authorizing it to
do so.

in

•II
i
I
I
i

20.6.2 I t should be noted that a Bidder can only be regarded as the Successful Bidder
when he/she was unequivocally informed that the bid was awarded to him/her. An
award that is made subject to further negotiation or qualification cannot be
regarded as a final and unequivocal award. Thus the award of "Preferred Bidder
status", subject to the successful negotiation and conclusion of a subsequent

I j contract does not amount to being selected as the "Successful Bidder" as the award
1 is conditional and subject to the outcome of the negotiation process.

20.6.3 Group legal / the OD Legal department should be consulted before a decision to
cancel a bid is taken to advise on the legal risk associated with cancellation and

I also whether Bidders should be invited to make representations before a final

decision can be taken.
• • • •

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

f 1 20,6.5 Non-award of business (as a result of Transnefs bad planning) should for obvious

of cancelling a bid and the AC must therefore act judiciously when authorising a

— v— _ . — _ _. — ( _--._/̂ _. _ —

Ij j reasons be minimised as far as possible as Bidders expend a significant amount of

time, effort and money when preparing and lodging Bids. Non award has the effect
f-t ui Laiiieiwiy d uiu aim uie w- IIIUSL uieieiuie a

j I non award so as to minimize prejudice to Bidders.

20.6.6 When no Bid can be recommended for acceptance, the Manager concerned shall
f~] provide a motivation to the AC clearly stating the reasons why no Bid can be
\ I recommended and give an indication as to how need for the required

I Goods/Services will now be met.

; I 20.6.7 The AC may approve a non award under the following circumstances:
a) Where due to changed circumstances there is no longer a need for the Goods or

Services;

b) Where due to a fundamental change in specification, the bid has to be cancelled
?s and re-advertised;

c) Funds are no longer available to cover the envisaged expenditure;

d) No Acceptable Bids were received;

e) When a material Irregularity has occurred in the bidding process which cannot
be remedied, other than through cancellation; or

f) All bids received are well over budget and considered to be excessive.

'-•I When the AC authorises a non award on the grounds of a), b) or c) above, all
Bidders should be reimbursed for the bid document fee, if bid documents were sold.
Where a non-award Is authorised on the basis of ground e) above, Bidders not
involved in the material Irregularity should be reimbursed.
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CHAPTER 2 1 : AWARD OF BUSINESS AND CONTRACTING PROCESS

21.2 APPROVAL OF ACCEPTANCE OF BIDS NOT TO BE ANTICIPATED

No employee shall anticipate the approval of acceptance of bids. Therefore, no employee
may enter into contracts verbally or in writing or place orders before the prescribed
adjudication process has been performed and authority has been duly granted by a
Manager with Hie appropriate DoA.

21.3 DECISION TO ACCEPT BIDS OR OFFERS

21.3.1 A Manager may only communicate the acceptance of a Bid I.e. issue a Letter of
Award and proceed to conclude the contract If the following provisos have been
adhered to:

a) he/she has complied with all internal policies and procedures and obtained the
AC'S concurrence by means of an AC resolution or (if applicable) approved AC
minutes;

b) he/she has confirmed that there is still a need for the Goods/Sen/ice(s);

c) he/she has confirmed that the appropriate funds are still available;

d) the value of business awarded is within the level of his/her powers to contract In
terms of his Delegation of Authority;

e) where the value exceeds his/her powers, he/she shall obtain a mandate from
higher authority to condude and administer the contract; and

f) where the value of business exceeds the relevant OD CEO's Delegated Powers
to contract, the relevant higher authority (e.g. Transnet GCSCO, GCFO, GCE,
BADC or Transnet Board) must conclude the contract. Alternatively, a mandate
must be sought from the relevant higher authority in Group in favour of the OD
CEO to condude and administer the contract The award can be to one or more
specified contractors for a specific amount/s, but the cumulative value of the
business (individual contracts) shall determine the approval authority required.
As stipulated in the Transnet DoA Framework, it is advisable to obtain a written
mandate from that Approval Authority (as defined) to administer the contract
and to effect amendments to it not exceeding 10% of the initially approved
contract value. Such mandate must be in writing and kept on the appropriate
file for record purposes.

21.4 NOTICES OF ACCEPTANCE AND NON-ACCEPTANCE OF BIDS TO BE
FINALISED

21.4.1 As soon as possible after approval to award a contract has been received, the OD
which invited the Bids shall arrange to inform the Successful or Preferred Bidder(s)
of the acceptance of his Bid. This notice may only be communicated by a person
with the necessary DoA, or a person with a written mandate for a spedfic contract.
Unsuccessful Bidders shall be advised in writing of the name of the Suaessful
Bidder. On award of business to the Successful Bidder all unsuccessful Bidders
must be informed of the reason as to why their Bids had been unsuccessful, e.g.
price, delivery period, Quality, SD, preference or any other applicable reason.
Please refer to the standard regret letter templates available on the iSCM Transnet
Intranet It is essential that the reasons for not accepting a Bid are factually
correct, as the regret letter could form the basis for litigation against Transnet

Chapter 21: Award of Business and Contracting Process

August 2012

Page 155 of 202

0057-0365-0001-0206

TRANSNET-REF-BUNDLE-00734



455
FOR INTERNAL USE ONLY PROCUREMENT PROCEDURES MANUAL

21.4.2 The details of the contract award must be placed on the Transnet internet site.
These details must indude:

a) bid number and description;

b) name(s) of the Successful Bidder(s) and preferences claimed;

c) the contract price(s); and

d) the duration of the contract.

21.5 APPLICATIONS RECEIVED IN TERMS OF PAIA

Should an application be received in terms of the Promotion of Access to Information Act
(PAIA) or the Promotion of Administrative Justice Act (PAJA), the matter should be referred
to either the OD Legal Department or Group Legal. I t is important to note that all requests
received in terms of PAIA or PA]A must be dealt with immediately, as there are deadlines*
within which to respond to the requestor.

21.6 DELIVERY OF ACCEPTANCE TO BIDDER

21.6.1 When a Bidder has been advised by letter of the acceptance of his Bid, the South
African Post Office shall be regarded as the agent of the Bidder and delivery of
such notice of acceptance to the above-mentioned offices shall be considered as
delivery to the Bidder.

21.6.2 Where a Bidder has been informed per fax of the acceptance of his Bid, the
acknowledgement of receipt transmitted by his fax machine shall be regarded as
proof of delivery to the Bidder.

21.6.3 Where a Bidder has been informed by e-mail of the acceptance of his Bid, the
"delivered message" on the sender's mailbox will be regarded as proof of delivery.
Where the bidder's mailbox is set to allow for "Read messages" to be transmitted to
the sender, these should also be kept as an audit trail.

21.7 FORMAL WRITTEN CONTRACT (LETTER OF AWARD)

A formal commitment in the form of a written contract is entered into with the Successful
Bidder (Letter of Award)

Contracts provide the framework to mitigate risks and to measure operational and financial
performance as well as compliance with business obligations and regulatory requirements.

A contract arises when an offer made by the Bidder is accepted. The Bid submitted by the
Successful Bidder, read together with Transnet's letter of acceptance and terms and
conditions of the RFP, constitute a binding contract between Transnet and the Bidder.
Usually, this constitutes an "Interim" contract until such time as Transnet and the Successful
Bidder have been able to conclude a written contract to formalise their contractual
relationship.

Although a verbal contract is equally binding on the parties, it is Transnet's policy that only
formal written contracts shall be entered into with the Successful Bidder unless the Goods or
Services are for immediate delivery or execution, in which case a formal order must be
processed.

21.7.1 Letter of Intent (LOI)

a) A Letter of Intent is issued when a Bidder has been selected as a Preferred
Bidder. The LOI informs the Preferred Bidder of Transnet's intenb"on to negotiate
and conclude a contract with i t The LOI also makes It dear that if a contract
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cannot be agreed upon, Transnet reserves the right not to award the business
to the Bidder. No contractual or other legal rights are vested In a Bidder purely
by virtue of having been issued a LOI.

b) The validity of such LOI should be for a limited period only and every effort
must be made to finalise the signing of the contract within the shortest possible
period. The extension of the validity period of a LOI should be-avolded and only
considered in exceptional circumstances.

c) Only if the Goods/Services are critical for operations, will it be permissible to
draw off a LOI, whilst the negotiation process is underway. In such cases the
LOI serves as a proxy for the binding legal agreement and under its authority

• Transnet may place orders on the supplier for its interim requirements, during
which period the final agreement will be negotiated and finalised between the
parties. Should negotiations between the parties break down for any reason, the
supplier may immediately invoice Transnet for all reasonable costs for
Goods/Services delivered (based on proof of delivery). Such amounts shall

n become due and payable by Transnet

I )"~Vl" i d) It is important to note that the longer the LOI is allowed to continue, the less
• ^-^ ' ; ' likely it will be that Transnet will be able to leverage its negotiating power to

change a contract condition to benefit Transnet.

I e) When issuing an LOI, one of the approved standard templates available on the
j -« Intranet must be used.

I 21.7.2 Use of Transnefs Standard Agreements

j - i Where Transnet has standard agreements or terms and conditions In place, It is
' 1 imperative that the standard template (available on iSCM Transnet Intranet) be used

I ' * unless there are cogent reasons why such standard agreements cannot be used in a

r., particular instance. Any omissions or additional clauses to such standard agreements
must be captured in a schedule of special conditions. Should it not be possible to
utilise a standard agreement, any non-standard agreement must be vetted and
signed off by the relevant OD's Legal Department or Group Legal. The deviation from
the standard agreement must be properly motivated.

I t is always advisable to include Transnefs standard requirements/terms and
conditions/agreements in the bid documents and/or RFPs. The respondents) will
therefore be made aware of Transnefs requirements/expectations In advance.

21.7.3 Process for expediting contracts

On award of the bid, the following process must be followed In expediting a formal
contract:

I[ a) The employee responsible must draft the contract using the appropriate

f ' Standard Template plus a schedule and service level agreement (SLA) (where
; I • applicable).

I ' b) He/she must present the draft contract and SLA to the Transnet representative

f i with the requisite DoA and obtain his/her approval of the contract and SLA in
i' I principle. '

I c) Two duplicate originals of the contract and SLA must then be presented to the
/ I external party for signature.

I
d) Once the external party has signed, the duplicate original contracts and SLA

, must be returned to the Transnet representative with the DoA for signature.

•:i

I
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One original must be forwarded to the external party and the other must be
kept by Transnet

e) The contract and a copy of the SLA must be stored in a secure repository and be
readily available when reference to it is required.

n
21.7.4 Non adherence to existing contracts CMaverick Spend1)

a) As a general rule, Transnet Is required to acquire the relevant Goods/Services
only from the contracted supplier. Transnet is exposed to legal risk if it
purchases Goods/Services outside of the contract.

b) If any person wishes to buy outside of a contract, the prior approval of the
relevant Manager is required.

21.7.5 Formal contracts are to be entered into in the name of Transnet SOC Ltd

All contracts shall be concluded, as soon as possible after the award of the business
to the Successful Bidder, in the name of Transnet SOC Ltd, according to guidelines
issued. It shall be signed for and on behalf of Transnet by a Manager with the
appropriate DoA.

21.7.6 Transnet may insist on a suitable security/guarantee for fulfilment of
contract

a) When security has to be provided by Successful Bidders in terms of the contract,
the delegated Manager entering Into a contract shall ensure that adequate
security is obtained for the fulfilment of the contract I t shall preferably.be in the
form of a guarantee by a bank or approved guarantee corporation, or a deposit
with Transnet of approved Government or municipal stock in negotiable form.
All securities shall be safely held by the OD concerned which shall keep a
register thereof and shall ensure that the security does not lapse before the
contract is completed.

b) Cash deposits or a "guarantee" in the personal name of an official of a bank or
other institution is not acceptable.

c) Provided that the contract document allows for that, one can also retain part of
the payment as retention money. Retention money (performance guarantees),
normally 5 to 10% of the individual payments, is held back by Transnet as a
guarantee for the satisfactory completion of the project. When such amounts
have accumulated sufficiently, consideration is normally given to the refunding
of the guarantees or sureties. Retention money is only refunded after
completion of the guarantee period (normally 6 to 12 months, depending on the
risk of latent defects).

d) Depending on the risk to Transnet, these measures may be relaxed to facilitate
Transnefs B-BBEE objectives to develop small or emerging black companies.

21.8 CONTRACTING WITH SECOND-RANKED BIDDER
i

In the following cases Transnet will be allowed, at its sole discretion, to consider accepting
the second most favourable Bid, provided that this option is exercised within a reasonable
period after the initial award: ,

21.8.1 when a Successful Bidder, after having been informed of the acceptance of Its Bid,
fails to sign a contract within a reasonable period after being called upon to do so;
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21.8.2 when a Successful Bidder has failed to provide the necessary sea i ty , if required;

21.8.3 when a Successful Bidder fails to meet a condition precedent for the award of
business (e.g. b obtain the necessary funding, provide valid z id/or original tax
clearance certification, etc), or

21.8.4 when final contract negotiations with a Preferred Bidder fails anc a contract is not
agreed upon; and

21.8.5 it is not practical within the time available to call for fresh Bids.

The award of business to the second ranked Bidder must be approved by f ie relevant AC.

21.9 APPROVAL OF CONTRACTS FOR PERIODS EXCEEDING TWO YEARS

The Main AC is to approve all contracts for periods exceeding two Years

No contract shall be entered into for a period longer than two Years with xrt the main AC's
I (or the person with DoA) written approval, except for large construction contracts where the
) period allowed will be the completion period of the project. The same pri xiple also applies

iffi$'.-\. with respect to the extensions of contracts, i.e. the initial period of the con 3ct together with
^ s « l ' the extension may not exceed 2 Years without the main AC's (or the nerson with DoA)

!

approval.

Property leases are also excluded from these Procedures and approval lev Is are determined
by means of the Delegation of Authority of those employees, CEO's and hi jher authorities of

\ the relevant property division/s.

i

i
I
I
I
I
I
I
I
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CHAPTER 22 : POST AWARD CONTRACT MANAGEMENT

(Also refer to the Contracts Management M_..ual available
on the iSCM Transnet Intranet)

Contract LJfecyde Management (CLM) is "the process of systematically and effidently managing
c :ntract creation, execution and analysis for maximising operational end finandal performance and
rrinimisingrisk".7

Contract Management is an end-to-end process but is often confusec with the concept of contract
administration which constitutss only one part of i t This Chapter adirssses the core components
a id activities of post-award Contract Lifecyde Management, Including contract administration:

Delivery Management

Supplier Relationship
Management

Contract Administration

, to ensure that itie Gocda arid/pr Services are being';
^deHvei-edin^accordanca with agreed perfqrmance/j:-
'cpste and Quality.leye;5 sefputln.Uie'cdntra'd:;.' '.:.

! to .manage Transnet's -elatjo'nshFp with tfie.supplier.
'in orcfertQBeyelofj ahJ rrraihtaih anppen'and'-^.'.;. '
' constructjve'associatlcn wfrJitriQ supplier r̂~3. "•':-.; V
• • • • ; • • » . ^ - . V . v " / * . * . . ' " • • • . • • / • • . - . . . , . ™ , , ^ . . • • - , : . ; - ^ : ' " . : . . • .

'• to"undertake-the.formal contractual prpcesses and" I
^obligationsfelq'uireda;;d i^cbmply'.withTransnet's;'.
' pbst;aWard'ppJi.gesar,d procedures'-';- •:'.'.'{7^:-_' ••

I i addition there are three fundamental aspects for considerafor: in relation lu performance
r easurement:

:<-:S: " PERFORMANCE FEEDBACK r / -y

Factual, objective Information from the
supplier

Feedback from users concerning
Service/Goods received

The supplier's own experience of dealing
with Transnet

•' f- v;-":-;V " sbORCE':-:.'-.:::-':.:A-r:r'.

Normally obtairad from IT systems and
managed by outputs from the Service Level
Agreement (SLA)

A supplier relationship function, typically
through questic inalres, surveys, telephone
or face-to-face inquiry

A supplier relati :nship function, reported
through supplie- feedback

22.1 POST-AWARD FUNCTIONS

The Immediate post-award contract management activities esteolish the basic"awareness and
procedures required to initiate Transnefs on-going contract management obligations. These
indude:

• Ensuring that all relevant parties are aware of their ro as and responsibilities In the
Immediate implementation and transition process;

• Checking that the agreed processes for contract management are In place by both
parties;

• That knowledge transfer from the procurement or project team (which may not have
Induded members of the contract management team) to the contract management
team takes place to ensure successful management of th-i contract

7 Sourcs: Aberdeen Gcvup
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• That, where necessary, the continuity pla is for the seamless transition of the Service
from the previous supplier to the new sup lier will be carried out as agreed.

22.2 DELIVERY MANAGEMENT

This activity is concerned with Transnefs abilic > to measure the supplier's performance in
terms of the contract, whilst managing the associated risks. I t is important that the
performance measures selected provide clear a d denonstrable evidence of the success (or
otherwise) of the contractual deliverables. In p nciple, issues such as the following should
typically be considered:

• cost and value obtained;

• performance and customer satisfaction;

• "delivery improvement and added value;

• Supplier Development (SD), Empowermer and Local Content (LC) where applicable;

• delivery capability;

• benefits realised; and/or

• supplier responsiveness.

| 22.2.1 Service Level Agreements (SLAs)

Contracts with suppliers will normally de ne tha service levels and terms under which
, Services are to be provided. Service evel nanagement includes assessing and
j managing the performance of suppliers \ > ensure value for money.

I t is generally beneficial to establish in SLA, since an SLA creates a common
understanding about services, priorities nd responsibilities of both parties. Transnet

I must decide in each instance whether or net it is appropriate to utilise an SLA.
J However, the default position should be a establish an SLA.

. Where applicable, an SLA must be put "• place with the Successful Bidder to ensure
j proper performance management and t miticate any finandal, operational, safety,
J environmental or reputational risks whic may arise during the term of the contract.

The SLA shall, at the very least, govern ' ie following aspects:

• representative(s) from both parties /ho wll attend the meetings;
• schedule of meetings;
• venue(s) for meetings;

Xj " • party responsible for taking mlnut ; (to be approved by both parties prior to
I circulation);
j • risk areas to be measured (refer sty -paragraph 22.2.10 below);

• size of the samples to be tested In f rms cf performance management;
• key performance indicators (KPI);
• required outcomes;

commitment to remedial actions, w snnesded;
• reporting on the results; and
« dispute resolution procedure In the avent of disagreement or deadlock between

the representatives of the parties dispute resolution procedures are normally
set out in the contract, failing whi. i i t is the Transnet Relationship Manager's
responsibility to set out the proce ures .o be adopted - refer sub-paragraph
22.3.2 below,)

J
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22.2.2 Performance Scorecard

Service levels should be agreed and benchmarked for both Transnet and the supplier
and should be:

• established at a reasonable level; if they are set too high they will attract
additional charges from the supplier;

• prioritised by Transnet in order of Importance and on agreed scales, for
example; critical, major, urgent, important, minor;

• easily monitored (objective, tangible and quantifiable);

• unambiguous and understandable; and

• open to renegotiation at any time.

A performance management scorecard reflecting the performance of both parties
should form an integral part of the SLA.

(See table below for a typical example of a scorecard for the purchase of Goods)

TABLE 17

RS§S§
DELIVERY

QUALITY

PRICE
REVIEW

PAYMENT

U;Sariifr>le"£f

Daily

all deliveries

Daily

all deliveries

Daily

Iin5
deliveries

Daily

all deliveries

Daily

Iin5
deliveries

Weekly

all deliveries

Weekly

l in 2
deliveries

Monthly

10 prices

All payments

Ontime

Accurate

Lead-Lii nes
met

Paperwork in
order

No. of items
rejected by

GR

No of items
rejected by
production

Items
properly
packed

Price
charged vs.

market

Payment
within 30

days

99% on time

99% accurate

S9% lead-
times met

100%
paperwork

correct

<2% Items
rejected

0 Items
rejected

<3% Items
incorrectly
packaged

95% of Items
In market

pricing range

90%
payments on

time

88%

100%

40%

100%

O

O

0

91%

40% ,

SHRemeaial-tE
-ittAtAxonsa*

Supplier to
improve to

92%

N/A

Supplier to
improve to

70%

N/A

N/A

N/A

N/A

Supplier to
improve to

95%

Trsnsnet to
Improve to

80%
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22.2.3 Performance review meetings

The following must be •" bserved by the Relationship Manager (refer sub-paragraph
22.3.1 below) prior to snd/or during the performance review meetings between
Transnet and the supplie •:
• ensure that perforr 3nce review meetings are convened at intervals as agreed

upon with the supper;
• - ensure that tangibl- proof of the supplier's performance against all the KPAs is

obtained prior to tin-' meeting;
• proper minutes shai: be kept of all performance meetings; and
• over and above the requirement that minutes should be kept, a specific record

(paper trail) shall 12 kept of recurring instances of poor performance by the
supplier. Such record shall reflect the various performance assessments,
interventions by the contract Manager, the remedial actions agreed upon, and
the results thereof.

22.2.4 Performance monltc i ng

a) A process for mor taring the delivery of the suppliers must be set up by
management to ersure continuing adherence to the supplier contract and
service level agre-merits. Suppliers must be monitored against agreed
performance metric defined in service level agreements and contracts, it must
be confirmed that s opllers are meeting current business requirements.

b) Contracted fees mu;t be in line wim fees specified in the contracts.

c) Performance metric must be periodically reviewed to ensure that they continue
to support business requirements. Improvements in price, Quality or service
must be sought and where possible and built into the contract terms.

d) Benchmarking agair >t similar organisations, appropriate international standards
or recognised industry best practices must be undertaken. Benchmarking
results must be us-d to evaluate and compare supplier prices and services.
Results of benchms <ing must be used to make adjustments to current supplier
contracts and agree, lents.

e) Independent audi r ; must be undertaken with key suppliers and
recommendations c otained from independent audits must be reviewed by
Transnet managems it for subsequent use to improve delivery.

22.2.5 Adherence to contra tual sourcing (Goods)

For Goods manufacture i in South Africa:

When a contract Is p
supplier may not be pe
written approval. For c
concerned may decide
supplier has secured tr
not be allowed to subs
African sources. An e
supply from the South
supplier's control.

iced for Goods to be manufactured In South Africa, the
mitted to substitute imported Goods without the AC's prior
ntracts of values below the AC's jurisdiction, the Manager
whether imported Goods can be substituted. Where the
2 business by reason of the Local Content offered, it shall
itute imported Goods for those to be supplied from South
option to this ruling may only be considered when the
frican source has been curtailed due to reasons beyond the

! !

22.2.6 Conformance wi th si acifications and delivery instructions (Goods)

a) Inspection and shipr ent/dellvery of Goods:
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inspections at point of despatch or delivery. A suitable dause should
be included In the relevant contract to the effect that Transnet

1
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All Go.ds are to be delivered strictly in accordance with the contract Timeous I
arranc iments must be made by Transnet for the inspection and/or shipment
and de ivery arrangements, as indicated by the contract terms.

(i) In l: le case of imported Goods:

The soplier must notify Transnet or its nominated dealing and forwarding •
agent s to when consignments are to be ready for inspection and/or shipment I
in orde that arrangements may be made for Inspection and/or shipment, except
in inst nces where it has been specified that the Goods shall be inspected at
destine Jon. (Refer Appendix C - ICC Incoterms 2010 for further details relating •
to alter -stive purchase terms and related responsibilities of seller and buyer). J

(ii) In t e case of locally manufactured Goods:

• where Quality is not assured by means of SANS, ISO or other I
standards, suitable Quality assurance mechanisms must be provided m
for in the contract e.g. inspections during manufacturing process,

reserves the right to return defective Goods for replacement in "
accordance with spedfications;

where Goods are of such a nature that Quality 'nspecb'ons are not I
deemed necessary, a suitable clause should be included in the relevant |

, contract to the effect that Transnet reserves the right to return
| defective Goods for replacement In accordance with spedfications.

b) Accept ice of Goods received: I
i

) Transn: employees responsible for the receipt of delivered Goods must ensure «
' that all 3oods are provided; I

| (i) stric y in terms of the contract, i.e. the delivery note may not differ from
j whc was required in terms of the contract or purchase order; and a

i (ii) that he Goods delivered correspond exactly with the delivery note, I.e. short
;' supc ies should be dearly endorsed on the delivery note and over-supplies
i shot d be returned to the company, with the delivery note dearly endorsed •
j as s ;h. |

/"•• '•; : .Vv"i

... '•"' 22.2.7 Remedy f r repetit ive instances of poor performances

' Where po- • performances have been recorded and when no Improvement in |
performarK J has been demonstrated by the supplier after several Interventions on
the part c the Transnet representative (including the Imposition of penalties, —
where app cable — refer sub-paragraph 22.2.8 beiow), the following remedies I
should app /: I

a) Should • le contract Manager believe that the supplier Is unlikely to improve its g
perforrr. nee, the Manager must approach OD Legal or Group Legal to obtain •
directjoi regarding cancellation of the contract; and thereafter ™

b) Procure; ent is to initiate the blacklisting process, If appropriate. •

It is of ut ost importance that the spedfic additional record (a paper trail) of
recurring ir .tances of poor performance by the supplier Is available to inform the
recommenc ition to cancel the contract and/or to blacklist (see Chapter 23, I
paragraph ' 3.4 for Blacklisting protocols). I

1
I
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I t must be remembered that poor performance amounts to breach of contract.
Transnefs contracts contain a standard "breach clause" in terms of which a
defaulting supplier must be notified of the breach and afforded an opportunity to
remedy the breach. Only if this fails may steps be taken to cancel a contract

12.2.8 Imposition of penalties

a) A penalty is a stipulation In a contract (a "penalty clause") providing that a party
- j who acts in conflict with its contractual obligations must pay a sum of money to

I

the other party. Where a contract provides for penalties in the event of breach
such penalty should be enforced.

b) However, unless a contract expressly provides for a penalty, a penalty may not
be imposed. Where a contract does not contain a penalty clause Transnet must
sue for damages arising from breach of contract Damages must be recovered
by way of litigation and only after the amount of damages is proven and
awarded by a court

c) Transnet cannot recovsr both penalties as well as damages. Furthermore,
Transnet cannot claim damages in lieu of penalties unless the contract states so
specifically.

I- ' d) Penalties should be reasonable and not out of proportion to the prejudice

suffered. In terms of the Conventional Penalties Act 15 of 1952, a court may
! \ reduce a penally If it is unreasonable, disproportionate and inequitable.

I ' 12.2.9 Failure by a supplier to perform - liability for additional expenses

• • The bid documents (as well as the eventual contract) shall make provision for Ihe
Bidder to undertake that if, after it has been notified of the acceptance of its Bid, it

I ' fails to perform, whether by not entering Into a contract or by not undertaking any

I
I
I
I
I
I
I
I
I
I

steps when requested to dc so within a period stipulated in the bid conditions or
within such extended period as Transnet may allow, the supplier will be held liable
for any additional expense v, ilch Transnet may incur in having to call for Bids afresh
and/or accepting any less favourable Bid to complete the whole or remaining portion

! of the contract In additlor, consideration can also be given to placing such a
j contractor on Transnefs List of Excluded Bidders (See Chapter 23).

( 12.2.10 Risk Management

) ; •::• Risk can be defined as 'the p obability of an unwanted outcome happening".

> It is advisable to seek to renove or at least mitigate risk whenever possible before
> contract award. The obligations placed upon buyers to analyse, assess and mitigate
i risk during the pre-award sfeges of contract management are dealt with in previous
I chapters of this PPM. These pre-award activities can be collectively summarised as
j follows:

j Analysis The. process of identifying all. potential issues that can go wrong
with an.acdvity and estimating the probability of each happening

Assessment The'process of assessing the likely Impact of a Hsk on Transnet . .

Mitigation Having assessed the risks and Identified those requiring action/
responsibilit/ for managing and mitigating them is allocated, which
allocation rrust be dependent on the assessment "of the likelihood
and consequence of the risk - • . '. • • .

Chapter 21 Post Award Contract Management Page 165 of 202
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an event which causes an increase in the total price to Transnet;

relationship between Transnet and Its suppliers is fundamental to the effective management
I of a contract. Management structures for contracts need to be designed to facilitate such a
] healthy relationship. There must be set procedures for raising and handling issues, so that

these are dealt with as eariy as possible and at the appropriate level within the organisations.

Chapter 22: Pest Award Contract Management Page 165 of 202
j
j August 2012

I
Contracts provide the framework to mitigate risks and to measure operational and I
financial performance as well as compliance with business obligations and regulatory
requirements.

{J Post-award risk management undertaken during the contract period comprises those I
activities associated with identifying and controlling the risks that may potentially •

; j affect the successful fulfilment of the contract. Risks to the contract Indude such
i | issues as: •

'. -j • lack of capacity of the supplier, particularly if there are significant Increases in I
i I d e m a n d ;

• reduct ion in demand leading to higher uni t costs borne by the suppl ier ; •

• an even t wh ich causes a programme de lay ;
• supplier s ta f f changes; •

I • changes to the supplier 's business object ives; |
-. ~j • deter iorat ion in t h e supplier's financial s t a n d i n g ;
~*\ • demand changes that cannot be met by t h e suppl ier ; •
• I ) • deterioration of Quality; |
• ̂  • force majeure Issues;

| • market fluctuations for commodities; and/or •
• labour unrest. I

r 'i When a risk is anticipated or perceived, to manage this involves the parties working
. J together to identify who has the responsibility for the risk, the method of minimising m

it and how the risk will be managed. In order to do so the contract Managers must I
undertake the following actions: • ™

iJ • establish a binding process to encourage early warning system for Issues such _
as those mentioned above; •

' ; • identify the party best able to control the situation leading to the risk •
/ occurring;

• identify the party best able to control the risk itself; B
s • identify who should be responsible If the risk cannot be controlled; and •
j • if the risk is transferred to the supplier, establish whether or not this cost will
! fall to Transnet, whether transfer will introduce new risks and the legal •
( ., position of any such transfer. I
I ' • '• Finally it should be considered that business risk cannot be transferred to the

l supplier and that the ultimate responsibility will always remain with Transnet for any M
I failure In the fulfilment of a contract. •

I 22.3 SUPPLIER RELATIONSHIP MANAGEMENT

1 •
i In addition to the contractual and commercial aspects with Transnefs suppliers, a healthy •
j relationship between Transnet and Its suppliers is fundamental to the effective management I
i of a contract. Management structures for contracts need to be designed to facilitate such a

I
The value, risk and strategic positioning of a contract will dictate the appropriate degree of
supplier relationship management to be established per contract This decision must be made
by the OD's CPO and recorded accordingly in the supplier's contract file. I

i •

I
I
I
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; I
i I 22.3.1 Supplier Relationship Managers
[ } a) Transnet management must appoint relationship Managers (a "Relationship
• f Manager") to be responsible for ensuring the quality of the relationships with
1 ' suppliers. Relationship Managers are responsible fc liaising between Transnet
,• t • and the supplier regarding issues arising and mujt retain accountability for
! j provisions and Quality of services delivered by suf oilers. Supplier roles and
; ] responsibilities and Transnet roles and responsih Tities for management of
• -j overall supplier relationships and Individual supplier contracts must be defined

and communicated to Transnet and the suppliers, ""nose Involved in managing
[ the supplier must understand Transnet fully and know the contract

. documentation thoroughly. This is essential if th;y are to understand the
; implications of problems (or opportunities) over the I; ~a of the contract.

I b) Transnet and suppliers need to understand the objezaves and business of each
j . . . . . . other. Transnet must have dear business object! as, coupled with a dear

understanding of how the supplier will contribute tc them. The supplier must
'_j also be able to achieve its objectives, including maWr g a reasonable margin.

•j c) Supplier relationship management must malr :ain mutual trust and
understanding, openness, and excellent communlcc dons which are key to the

^ fulfilment of the formal contract terms and condition.'

22.3.2 Duties of a Relationship Manager

i The activities of a Relationship Manager that must be accomplished to effectively
manage a Transnet supplier are summarised as follows:

• i • Relationship Managers must control the technical rei aonship between TransneL
) and the supplier regarding the schedule of requlrenr ;nts or statements of work

' ' and specification as per supplier contracts and servic- level agreements.

• Relationship Managers must communicate potentia issues for mitigation and
immediate diffusion before issues are escalated.

• Relationship Managers will establish and manage a rornmunication framework
j for the supplier for which they are responsible and ensure that It Is employed
j effectively to sustain communication flow.

! • Informal issues resulting in concerns in a supplier relationship must be identified
' -.:•. and resolved by the Relationship Manager.

:•-....•':K • Relationship Managers can identify and reoomrTand changes to supplier
\ arrangements, communication flows, supplier contra 3s and SLAs to ensure an
1 effective relationship Is maintained.

I • Regular formal and informal reporting procedure will be established by
I Relationship Managers.

• Relationship Managers must be actively involved in supplier dispute resolution
; processes.

• Relationship Managers will organise the necessar forums, working groups,
seminars, road shows, training sessions and c ler Information activities
involving Transnet staff and suppliers.

• Ways to Improve supplier relationships wherever p ssible must be proadjvely
considered by Relationship Managers, based on end- ..ser and supplier feedback

!
22.3.3 Factors that can inhibit the development of a successful supplier

relationship include:
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• ' Frequent and rapid recourse to the formal contract to overcome, problems • .'. |

j 9^?!^? i n - Company cultures which are so disparate as to ;prevent the creation of
j ^e ieve lb f ^ s ^ a n d mrifidence requi red. ; . ; ; ; - ;." \-: ^: : r . : • : ; .: I

Reluttance by the supplier .to cooperate in value for money prbenchrnarking tests
conducted by transnet •. '•':>-J--'-". ":•;"-:-V-';:'../. -".-:' ;•::'.;. " - -;' '/-... ; "-•:•.

' ~ : T s X ' . - •..""•'•' - ' - ' • - v . :...'".''-•• \ •-*.,.'- '•" " • : './:••••:" ' / ' . , ' . , ' , •

Commercial issues, for example Jack, of real competition resulting in uncornpetitive I
poor:;yaiue for'iriqney terrhs fom-^e~su^^
crjBcaily; dependent on one supplier leading j o price rjse vulnerability and/or
pfqbfems of management capability, resources or ifinanQ.aj 'capitalisation • : ' . I

Top frequent demands, for'submission of competitive:Bids which reduces trust in
r~j the relationship: .0 . V ' : - - '•: ''"";•_'V' ;' • ; - r . : ; ' - : ;" ;" •..':""-'

22.3.4 Factors that encourage the development of a successful supplier •
] relationship include:

•S-i?ft Securing senior level supportL in both organisations ' .. •'. •• I

• ^ "^§" ' Recognising that actions and attitudes affect the.'tofie of the relationship • .
\ - . : . . : , ".,'.• . . ' . . . - . •• ' - - ' • ,-,— • . . . . . . 1 ; . ' . : . . . . . . .

j Ensuring j'tfiat the governance^arrangements are fair ' •';•;• • .".-". I

Ensuring :that the relationships between, the parties are peer-to-peer as far as •
1 possible Vr.K. : " :• •'': .- •• "•' . ^}!. ' ') ::-." •'•

i . , ; : • , : - : : T w . . . . .. • . . - : - : , . - ,^ . . : , - ; : , . . : . - :• . . - . , . - : m
Ensuring-.that roles and responsibilities are dearly understood by both parties and •

i that the riecessary'aut) ioiity jeyeii have been asbribed'- . ' ' ™

i Ensuring^hat escalation routes are clear /and ?.understpod but that problems a.re jm
resolved as early as possible and as low down tfiernanagement tree as possible •

•: ; • . • " , : ; : ; • • • • , • • • • • - • • : - : - • • • • . " . ; • ; • ? • . . . •

,' Sepatetinglstrategic matters from the day-to-day^ service delivery issues

Ensuring Ithat appropriate attitudes and behaviours are practised and displayed to I
< assist the':promotion of a positive and constructive relationship •
I
j 22.4 CONTRACT ADMINISTRATION •

j ''$% This activity is concerned with the practicalities of the relationship between Transnet and the •
: ' , . • • * supplier and the operation of the routine administrative and clerical functions. The
s importance of contract administration to the smooth running of post-award contract M
• management must not be underestimated and should be resourced appropriately. This is the I

responsibility of Transnet's Relationship Manager. —

j The typical functions included under post-award contract administration responsibilities are: ~

• Change control; |

j • Charges and cost monitoring;

- • Ordering and payment procedures; BJ

• Budget controls; I

• Contract meebng schedules and minutes;

Resource management and planning; and
Contract termination or extension/renewal.
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manage these f.ncdons during the term of the contract Certain key administrative issues
and the governs ce thereof are further addressed in the following paragraphs.

22.4.1 Chang 3 control procedures

Change: will almost inevitably occur during the period of a contract and rr.ai.aglr.j
J these <±:nges is a particularly important activity. Formal change control procedures

should ti designed and set out in the original contract documentation to avoid
misunde standing and ambiguity about roles, responsibilities and the actions to be
taken in -ny given situation.

The procedures need to be comprehensive but also flexible and straight forward and
should c ver such issues as:

I".
I
I
I

n
I " 22.4.2 Extension of contracts

The re ivant legal principles are explained as follows:

I
I
I
I
I
I
I
I
I
I

'""'• Con-o!s for implementation

Hoy. to request: chariges'/Including additional.demands placed on the supplier

Asse ;sing trie impact including contractual implications . ' . - . • ; . / : •

Prio. tjsatioriarid authprisab'onlevels '; ' • ' •• . - •"

Agrs ament'oa methodology • \ :•'.;. . . . '• .•'.'•'•..'••

- i

a) A c.ntract may be extended before its expiry date. This will involve an agreed
Mac rial Amendment to the existing terms and conditions of the contract. Where
the .ontract expressly allows for an option to extend or renew, such prescribed
exte. ision or renewal process must be followed before the termination date.

' b) A c ntract that has lapsed or expired cannot be extended. The purported
I j "exr ;nsion" of an expired contract either for a given period (e.g. 1 Year) or on a

mor ti-to-month basis has inherent risk, because the terms and conditions
j safe juarding Transnet would have expired with the original contract itsel\
j Trasnet would have effectively entered into a "new" contract without the
1 safeguards of the initial contract This could also give rise to irregular

exp - ndlture in terms of the PFMA.
I

22.4.3 In viev of the legal principles set out above, the practice of extending a contract
\ after it termination date is considered to be irregular.
*
j The fo; wing approach with regard to the extension of contracts must be followed:

j a) Any 'equest for the extension of a contract must be submitted to the AC ar. least
45 :orty-five) Working Days before the contract is due to expire. Tnis is to
ens re that the AC may consider the request before the expiry date.

b) A r: ]uest for the extension of a contract must Indicate whether such extension
] is a a result of exercising an option to extend or whether the extension sought
I amc jnts to an amendment to the contract.

c) Any equest for the extension of a contract for a given period (e.g. 1 Year) or on
1 a rr )nth-to-month basis should contain proof that the supplier is willing to
\ exte id the contract based on the same or better terms and conditions for

Trsi ;net.
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n
I f d) No request for the extension or renewal of a contract after the expiry date of

the contract shall be entertained and any proposed continuation of business
P I shall be regarded as a new sourcing event, i.e. open RFX, Confinement or to be
; f effected under laid down emergency procedures.

2) In the evenfi that the contract has been allowed to exceed its termination date,
such irregular 'extension" shall be submitted to the AC for condonation of the
action taken.

f) Should a supplier request extension of the contract completion dats, the
relevant circumstances must be considered in order to reach a fair decision in
response to such a request, as follows:

(i) Where the bid document or contract stipulates that completion of the works,
services, project or delivery of the Goods has to take place by a specified
date and the supplier completed it / handed it over only after the contractual
completion date, penalties may be raised under the terms of the contract.

(ii) A supplier may apply for an extension of the contract completion date if it
considers that the reasons for late completion were/are:

• beyond its control (e.g. Fores majeure events such as acts of God, rain,
floods or earthquakes);

• whereas the supplier had exercised reasonable control, the late
completion could not have been foreseen, minimised or prevented;
and/or

• or the delayfs) had been attributable to Transnet

(iii) The supplier's claims in terms of (ii) above may be lodged at any time during
the course of the contract or after the expiry date and must be substantiated -
by means of site diary entries, etc. Transnet then has to consider the
reasoning and if considered to be valid, shall recommend to the AC the
refund of some or all penalties already levied in terms of the contract or the
waiving of some or all penalties.

(iv) Late completion of the contract due to valid reasons will require an extension
of the contractual completion date. This would constitute a Material
Amendment to the contract and would require AC approval. Should the
extension of time be granted, i.e. approved by the AC, the supplier shall be
entitled to price escalation over the extended period only if escalation has
been provided for in the original contract.

(v) I f Transnet does not consider the supplier's claim for an extension of time to
be valid, the contract completion date may nevertheless be extended but
penalties may be Imposed in terms of the contract Price escalation will also
not be payable after the official completion date. However, Transnet Is not
obliged to grant the supplier's request for an extension of time and may
(especially In instances where time is of the essence) decide to cancel the
contract

(vi) A waiver or reduction of penalties would constitute a Material Amendment to
the contract and would require AC approval.

22.4.4 Hxercising options >

a) If Transnet wishes to reserve the right to extend a contract period, this should be
stipulated upfront in the RFP. Furthermore, the Inclusion of this option must be
brought to the attention of the AC (or the person with DoA) when the initial
recommendation to award the business is made.
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b) Should it be decided to exercise the option during the course of the contract, trie

i

written approval in the normal manner. An indication must be given at that stage
that the exercise of the option is still the best value in the market place (also see
paragraph 9.2 and 22.4.3(b)). • i

22.4.5 Involvement of AC in material contract amendments

Goods/services contracts

These contracts are normally fixed term contracts. The AC must approve all
Material Amendments to contracts within their threshold and recommend those
above their threshold. This applies even if the initial award had only been
submitted for the information of the AC, e.g. an emergency procedure or business
awarded via the ''confine and award' process,

t.

Extension of contracts, additional work, increase in quantities, price amendments, -
cession and assignments, waiving of penalties, etc., are all examples of Material

'fe Amendments to contracts, and need prior AC approval.

Where a contract specifies:

(i) estimated quantities at unit prices in respect of *as-and-when required"
purchase or service contracts; or

(ii) specified quantities at unit prices in respect of purchase or service contracts
over a fixed period,

a Manager may approve any increases or decreases in quantities or additions' or
additional work of which the total value does not exceed 10% (10 per cent) of the
original value of the contract, and must inform the AC accordingly.

This provision does not include price escalations not provided for In the contract,
i.e. the same goods to be provided at an increased price. Such matters should be
presented to the AC for prior approval regardless of the value of the proposed
increase in price.

22.4.6 General amendment principles

%, General principles applying to amendments of both Goods/Services and
W engineering/construction-type contracts Include the following:

a) where the original value of the contract falls below the AC's jurisdiction, a
Manager may approve additions, increases or decreases provided the total value
of the contract, does not exceed his/her Delegated Powers. However, if the
original contract value is below the AC's jurisdiction but amendments bring it
within the AC's jurisdiction, the matter must be submitted to the AC; or

b) where the value of the contract falls within the AC's jurisdiction, a Manager may
approve the amendment of non-material provisions (less than 10% of the
original contract value) provided that such amendment shall be reported for the
information of the AC as soon as possible thereafter; or >

c) where any material provision needs to be amended (e.g. price or delivery date,
cession and assignment of contract, or the termination of a contract, waiving or
reduction in penalties, etc.) the Manager concerned shall submit a
recommendation for AC consideration together with supporting documentation
indicating that the proposed amendment to the contract is In the best interest of
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Transnet, that it represents the optimal value for Transnet, and how this has
been determined.

Following AC approval such amendment needs to be signed off by the person with
DoA who signed the initial contract (or the person mandated to do so) provided the
cumulative value of the contract and subsequent amendments) still falls within
his/her DoA.

22.4.7 Contract closure

| This stage concerns the activities associated with finalising the close-out or
termination of a contract, whether in accordance with the expiry date or as a result
of early contract cancellation. Depending on the nature of the contract, such
activities may include the following:

• Complete all administrative matters;

I; • Record all technical Issues have been resolved;

-x • Determine the extent of any liquidated damages to be deducted from the
'; I ........ • contract price made against or received from the supplier;

I-' ^ p J H • Record the end of retention and guarantee periods, plus date of final

p, """' inspection;

\ \ • Record the date of release of retention and/or bank guarantees;

• • Agree to limits on any on-going obligations, including warranties;

M • Record any material reconciliations;

• " • Transfer any assets, including data, intellectual property and loan items;
: i • Transfer operating systems (as applicable) to new/replacement supplier;

i j • Conclude final contract payments;

• Summarise claims made against or received from the supplier; pr

• Ensure retention of records (refer sub-paragraph 22.4.8 below)

On completion of the above activities agreement should have been reached between
Transnet and the supplier on all technical and commercial aspects of the contract

22.4.8 Safe custody of Bid documentation, contracts and contract files

, s |§ ! a) Each OD shall arrange for the safe custody of Bid documentation and contracts
, ) ' • • l S S * at a suitable, approved, centralised or regional location.

I / b) Related documents which should be kept on contract files as part of the contract
1 ' records include, but are not limited to, documents such as

__j \ • RFP (requisition); " , '
I - ' • the going to market strategy and approval;

• | • • bid Advertisements;
^ \ • authorisations to confine;
I • minutes of relevant meetings/briefings;

j I • evaluation score-sheets; >
m J • TEAR reports;
I • declaration of interest documents signed by members of evaluation teams

i \ and post bid negotiation teams;
• certificates authorising communication with Bidders;

i( _____
J August 2012

0057-0365-0001-0223

TRANSNET-REF-BUNDLE-00751



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

FOR INTERNAL USE ONLY PROCUREMENT PROCEDURES MANUAL

• correspondence with Bidders;

RRC offer from Successful Bidder;

• letters of award and non-award;

• Letter of Intent; ,

• Approvals of draft contract (sign off schedule);

• Executed original copy of contract;

• Vendor Application Form;

• Insurance details (if applicable);

• Original and valid SARS VAT and Tax Clearance Certificate (to be update
annually);

• B-BBEE Verification Certificate;

• Contract Addendums (If any); and

• Confirmation of expiry or extension to contract.

Refer to the iSCM Transnet Intranet for the checklist template of documents and
signoffs which should be kept on contract files.

22.4.9 Document Retention

The following may be used as guidelines as to how long records should be retained:

a) Unsuccessful Bids must be kept for 5 Years after completion of the contract, and
thereafter may be destroyed.

b) Successful Bidder's Bid/contract document, as well as the contract file and
related general correspondence must be kept on site in a proper and safe
archiving facility for a period of 5 Years after completion of the contract, and
thereafter may be archived In an off-site archiving facility in compliance with
normal archiving procedures.

These files should be properly archived and recorded by means of a formal register
so that they can be easily traced when required for audit investigations' and/or
litigation purposes.

22.4.10 CONTRACT LIFECYCLE MANAGEMENT METHODOLOGY

Transnet has a standardised Contract Lifecycle Management (CLM) methodology. I t
is a requirement in terms of this PPM document that these CLM prescripts be
followed. INDICATIONS OF SUCCESSFUL CONTRACT MANAGEMENT

22.5 Successful contract management will achieve benefits by:

Managing Transnefs own responsibilities dunng the contract

Ensuring the supplier meets the minimum performance criteria, such as compliance

Allowing the achievement of both short and' long term supplier performance
improvement through developing effective supplier relationships

Ensuring that suppliers deliver Goods/Services of the agreed quality and price

B-BBEE and SD commitments are closely monitored and enforced ' -

Reduction of costs and continuity of supply

Roles, responsibilities, rights, obligations of all stakeholders are clearly communicated
and understood
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Early identification and resolution of poor performance and disputes thereby
minimising nsks ^

Eliminating unethical practices within Transnet

Enhanced Supplier -elab'onships through the visuallsabon and establishment of win-win
scenarios

Entrenching unifonity of managing contracts and the principle of fairness

Creabng a database of. lessons learnt to aid future planning through the dissemihation
of good practices

Increased compet-jve and strategic advantages through effective control and visibility
of contracts

Evaluation of the specification against contract performance and identification of
contract changes cr variations

In summary, successful contract management is indicated if:

The arrangements for service deliver/ continue to be satisfactory to both parties

The expected bus ness benefits and value for money are being achieved

The supplier is co-operative and responsive

Transnet understands its obligabon under the contract

Tnere are no ais^LLej

There are no surp ises

A professional anc objecbve debate over changes and issues arising can be had

Efficiencies are be ng realised
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CHAPTER 23 : BLACKLISTING PROCEDURES AND GUIDELINES

23.1 DEFINITION

Blacklisting Is a mechanism used to occlude a ^company/person from future business with
Transnet for a specified period. The decision to blacklist must be based on one of the
grounds for blacklisting. The standard of proof to commence the blacklisting process is
whether a "prima fadg' (i.e. on the face of it) case has been established.

The Trsnsnet GCFO or his delegate may, upon a recommendation by the relevant AC and the
Group Chief Supply Chain Officer decide that no Bid from that person or Enterprise be
considered/accepted for any new contracts concluded for a specified period as may be
determined.

Depending on the seriousness of the misconduct and the strategic importance of the
Goods/Services, in addition to blacklisting a company /person from future business, Transnet
may decide to terminate some or all existing contracts with the company /person as well.

A supplier or contractor to Transnet may not subcontract any portion of the contract to a
blacklisted company.

23.2 GROUNDS FOR BLACKLISTING

23.2.1 Grounds for blacklisting Include: If any person/Enterprise which has submitted a
Bid, concluded a contract, or, in the capacity of agent or subcontractor, has been
associated with such Bid or contract:

a) has withdrawn such Bid after the advertised dosing date and time for the
receipt of Bids;

b) has, after being notified of the acceptance of his Bid, failed or refused to sign a
contract when called upon to do so in terms of any condition forming part of the
bid documents; ' •

c) has carried out any contract resulting from such bid in an unsatisfactory manner
or has breached any condition of the contract;

d) has offered, promised or given a bribe in relation to the obtaining or execution
of the contract;

e) has acted in a fraudulent or improper manner or in bad faith towards Transnet
or any Government Department or towards any public body, Enterprise or
person;

f) has made any Incorrect statement in a certificate or other communication with
regard to the Local Content of his Goods or his B-BBEE status and is unable to
prove to the satisfaction of Transnet that:

(0 he made the statement in good faith honestly believing it to be correct; and

CM), before making such statement he took all reasonable steps to satisfy himself
of its correctness; '

g) caused Transnet damage, or to incur costs in order to meet the contractor's
requirements and which could not be recovered from the contractor;

h) has litigated against Transnet In bad faith.
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23.2.2 Transnet recognizes that trust and good faith are pivotal to its relationship with its
I >_m suppliers. When a dispute arises between Transnet and its supplier, the parties

I
I
I
I

'0 should use their best endeavours to resolve the dispute in an amicable manner,
whenever possible. Litigation in bad faith negates the principles of trust and good
faith on which commercial relationships are based. Accordingly, Transnet will not
do business with a company that litigates against It in bad faith or is involved in any
action that reflects bad faith on its part. Litigation in bad faith, includes, but is not
limited to the following instances:

(iii) Vexatious proceedings. These are frivolous proceedings which have been
instituted without proper grounds;

(iv) Perjury. Where a supplier commits perjury either in civing evidence or on
affidavit;

(v) Scurrilous allegations. Where a supplier makes allegations regarding a senior
Transnet employee which are without a proper foundation, scandalous,

. l i abusive or defamatory.

(vi) Abuse of court process. When a supplier abuses the court process in order to
gain a competitive advantage during a bid process.

23.2.3 Where any person or Enterprise has been found guilty by a court of law, tribunal or
other administrative body of a serious breach of any law, during the preceding 5
Years, such person/Enterprise may also be blacklisted. Serious breaches of the law
would include but are not limited to corruption, fraud, :heft, extortion, or
contraventions of the Competition Act 89 of 1998 (e.g. collus;ve tendering). This
process excludes minor convictions such as traffic offences or personal
disagreements between parties which have no bearing on the business operations
of the person or Enterprise. - • • -

a) When issuing RFXs, prospective Bidders must be requested to disclose whether
the company or any of its directors were found guilty of a serious breach of the
law during the preceding 5 Years.

b) Should any prospective Bidder declare a conviction of a serious nature, the
blacklisting process should be instituted without dele/ and dealt with
expeditiously, whilst the evaluation of the bidder's Bid continues.

c) Under no circumstances may any prospective Bidder be excluded from the
evaluation process or overlooked for the award of business until such time as a
final decision to blacklist has been made.

23.2.4 Grounds for blacklisting include a company/person recorded as being a company or
person prohibited from doing business with the public sector on National Treasury's
database of Restricted Suppliers or Register of Tender Defaulters.. '.

23.3 WHO MAY BE BLACKLISTED?

The following persons / entities may be considered for blacklisting:

23.3.1 any person/company who has submitted a Bid in response to a bid request issued
by Transnet;

23.3.2 any person/company who has concluded a contract/s with Transnet;

23.3.3 any person who has acted in the capacity of subcontractor to a supplier of
Transnet;
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23.3.4 any agent or employee of the company concerned, or his/her spouse who may be
conducting the same business but under a different name;

23.3.5 Transnet employee found to be involved in fraudulent or corrupt activities;

' 23.3.6 companies associated with the person/s guilty of misconduct (i.e. entities owned,
controlled or managed by such persons); and/or

23.3.7 any companies subsequently formed by the person(s) guilty of the misconduct or
where such person(s) acquires a controlling stake In an existing company.

23.4 FACTORS TO CONSIDER BEFORE TAKING THE DECISION TO BLACKLIST

23.4.1 A decision to blacklist has far reaching implications for the company/person
concerned. Therefore, Transnet must act fairly, reasonably and rationally whenever
it decides to blacklist a company/person. The decision to blacklist must be
considered on a case-by-case basis and must be based on the merits of the

• particular matter. ~

. The following factors must be taken into account in deciding whether to blacklist a
< company/person:

I
I
I
I
I

! j a) the gravity / seriousness of the offence/misconduct/breach;

• b) any previous offence/misconduct on the part of the company/person;n
'^ J c) any remedial action taken by the company, including steps to ensure that the

misconduct will not be repeated;I
I
I
I
I

I

I
I

d) the seniority of the person(s) who acted in bad faith;

e) the impact of the proposed blacklisting of the company on Transnet's
operations;

f) the reasonableness of the explanation for the misconduct;

g) whether the company/person has received direct or indirect benefit as a result
of the misconduct; and

h) whether Transnet suffered actual or potential prejudice.

23.4.2 The decision to extend the blacklist to associated companies will be at the sole
discretion of Transnet and must be carefully considered. Associated companies
must not be blacklisted by default. The merits of each case will inform the decision
as to whether a particular associated company will be blacklisted-or-not In addition
to considering the factors mentioned above, as a general rule the blacklist should
only be extended to associated companies where the directors/members common
to both entities were either directly involved in the misconduct against Transnet, or
failed to take remedial action for a serious offence. Furthermore, i t is important to
consider whether the blacklisted director/member plays an active role in the
associated company or has a controlling stake In the associated company.

23.5 GUIDELINES FOR DETERMINING AN APPROPRIATE PERIOD FOR
BLACKLISTING

Blacklisting cannot be imposed for an Indefinite period. The following is a general guideline
^-•J • on the number of Years of blacklisting to impose on suppliers found guilty of misconduct
I against Transnet:

"I
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TABLE 18

7,:̂ . : (Srpurtds'fbrBlacklisting V ; ' r %

Offences Involving bad faith / dishonesty
(e.g. theft, corruption, fraud, Fronting,
misrepresentation, etc.)

Other misconduct (e.g. breach of contract,
poor performance, etc)

'•;'<:• i^i'"'.'.'••• Suggested Pe r i odV- •".-£"•.;•<•;'..:'

Not less than 5 Years, and not exceeding 10
Years

1 - 5 Years (However, Transnet reserves the
right to impose a longer period of restriction
to a maximum of 10 Years, depending on the
gravity of the misconduct)

23.6 BLACKLISTING PROCEDURE

The following procedure must be followed in order to blacklist any person/company:

23.6.1 As soon as an OD detects misconduct by a person/company falling within one of
the grounds for blacklisting, the matter must immediately be reported to the
procurement division of the OD concerned.

23.6.2 Procurement will review the motivation for the blacklisting. If possible grounds for
blacklisting exist; a forensic audit may be conducted to establish whether the
grounds for blacklisting are valid.

23.6.3 Should the forensic report establish that possible grounds for blacklisting exist; the
OD AC shall be approached for approval to proceed with the blacklisting In
principle.

23.6.4 Transnet Internal Audit will be requested to conduct ITC searches on the Company
and its members/directors in order to ascertain the identity of all companies
associated with such members/directors.

23.6.5 The matter must then be referred to the OD legal department or Group Legal
where an OD does not have its own legal department, who will be responsible for
the following:

a) The company, its directors and all associated entities are to be informed both by
registered and hand delivered mail of the intention to blacklist, as well as
reasons for the proposed blacklisting. The letter should also indicate whether
Transnet intends to cancel any existing contracts with the supplier. Proof of
delivery should be obtained. The companies/persons must be afforded a period
of 14 Working Days within which to make representations as to why they should
not be blacklisted or why existing contracts should not be cancelled.

b) After the 14-day period the Legal Department must consider the responses (if
any) from the companies/persons. The motivation must then be completed and
signed off by the Legal Department, Management and procurement

23.6.6 The matter must then be submitted to the AC to consider whether or not to
proceed with the blacklisting. Should the AC support the blacklisting motivation, the
matter shall be forwarded with all supporting documentation to Group iSCM for
further action where the GCSCO will consider the matter. If blacklisting Is no longer
recommended, the relevant Legal Department is to inform the OD and the relevant
entity concerned of this decision.

23.6.7 If supported, Group iSCM will draft the final submission and attach all original
1 documents including the relevant AC minutes for consideration by the GCFO.
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23.6.8 Rnal approval for blacklisting will be made by GCFO.

23.6.9 Group iSCM will then notify all companies/persons by registered (or hand delivered)
mail of the blacklisting. Group iSCM will also update and circulate the List of
Excluded Bidders.

23.6.10 Group iSCM will notify the Transnet Content Bureau to update the RAMIS and SAP
CLM system to either:

a) block the blacklisted companyOes) on the system altogether If all existing
contracts have been terminated and ensure that all payments already incurred
have been settled; or

b) ensure that no new contract may be loaded on the system if existing contracts
with the company have not been terminated so that payments on the existing
contracts may still be effected, and

c) Publish the blacklist on Transnefs external website so that blacklisted entities
may not be used as subcontractors or JV partners.

23.7 APPEAL AGAINST DECISION TO BLACKLIST

Any company/person against whom a decision with regard to exclusion from future business
has been taken may make representations to the GCE whose decision shall be final.

23.8 RESCISSION OF A DECISION TO BLACKLIST

The Transnet GCFO or his duly authorised delegate may at any time, on good cause shown,
rescind a decision taken nr rpduce the period of exclusion as initially determined.

23.9 ENFORCEMENT OF THE TRANSNET LIST OF EXCLUDED BIDDERS

Prior to the approval of the award of business by any AC, the Secretary of the AC shall verify
that no business is awarded to companies or persons appearing on Transnefs List of
Excluded Bidders. This will indude verifying the identity numbers of the directors/members of
the recommended Bidder against the identity numbers of the restricted persons on the List.
The Secretary and Chairperson of the AC shall sign off a certificate stating that no business is
awarded to entitles or persons appearing on Transnefs List of Excluded Bidders. The
certificate should be retained by the Secretary of the AC.

23.10 ANCILLARY ACTIONS

Furthermore, in cases of corruption or fraud, theft, extortion and forgery involving R100,
000.00 or more, Transnet must:

a) act in terms of section 34 of the Prevention and Combating of Corrupt Activities
Act 12 of 2004 and report the matter to the South African Police Services for
further investigation.

b) in addition to subparagraph (a) above Transnet may also, at its sole discretion,
decide to institute criminal and/or civil action.
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X. Figure [37] r Tfie btacldisting process '":•
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Background and Context -

Procurement pfenning

Go to Market

T ;

• Evaluation and Adjudication

Contract Management

Chapter 24: Functions of Governance Structures
:. : . ; . and Departments

Main OD Acquisition Councils
Transnet Acquisition Council (TAC)
Procurement Ombudsman
Capital investment Committee
(CAPIC): . •
Board Acquisitions and Disposals
Committee (BADC)
Integrated Supply Chain.
Management (iSCM)
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CHAPTER 2 4 : FUNCTIONS OF GOVERNANCE STRUCTURES AND DEPARTMENTS

24.1 MAIN ACQUISITION COUNCILS (Main AC)

Each division will have its own main AC which will consider and approve all procurement
processes, as well as the disposal of scrap, falling within its jurisdiction from R2 million, but
not exceeding R500 million. This Is subject to the discretion of the OD CEO to lower the R2
million threshold, or to create secondary ACs. Transactions exceeding the CEO's Delegated
Powers will likewise be considered by the OD's main AC. If it concurs with the
recommendation, the matter will be referred to the relevant governance structure for
approval.

"NOTE: Should any
approval body not
agree with the
recommendation,
the matter must be
referred back to the
recommending
officers) for
reconsideration or
remotivatlon.

iMainOD
Up to but not

exceeding
R500mi!!!on

Recommendations: The RAC, main AC and the 8ADC will support the
recommendation for transactions above their thresholds. Local/Regional AC
normally only consider transactions <R2m but OD CEOs may at their discretion
increase these thresholds.
ii * i n terms of s 54(4) of the PFMA Transnet must obtain Ministerial approval for
the acquisition of a significant asset (.exceeding R2,5 billion in terms of the latest
Shareholder's Compact) before proceeding with the acquisition.

The Transnet Acquisition Council C'TAC") has similar roles and responsibilities to that of
the ODs' main ACs but it caters for the Group Corporate Head Office requirements, as well as
centre led transversal contracts. The TAC has no higher status than the ODs' main ACs.

24.1.1 Composition of the Main AC

The main AC Is constituted as a governance committee of the OD CEO and shall
consist of senior management members within the OD. The main AC or CEO shall
have the discretion to create regional and/or local ACs, hereinafter referred to as
secondary ACs. An AC shall be comprised of the following persons:

a) A Chairperson, who will either be the CEO, or an executive or senior
management member, shall be appointed by the CEO of the OD. The
Chairpersons of secondary ACs will likewise be appointed by the main AC or
CEO.
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b) A Deputy Chairperson, who shall be one of the members mentioned in
paragraph (c) below and who shall be appointed by the OD CEO or elected by
the AC at a properly constituted meeting.

c) Members, all of whom are senior Transnet employees In the particular OD or
where applicable seconded from Transnet Group, selected by virtue of their
specific expertise or business focus, appointed by the CEO, with the dear
proviso that the heads of Procurement, Finance, Legal and Risk in the OD will be
mandatory appointments.

(i) Members must be capable of exercising sound, unbiased judgement and offer
constructive comment.

(II) I t is a minimum requirement for members and appointed alternates to attend
the annual training course on AC Roles and Responsibilities, Procurement and
Bid Evaluation, presented by the Group Governance Function.

d) ACs may, at the discretion of the OD CEO or Chairperson, opt to appoint •-•
alternates for its members. 5hould the AC opt to appoint alternates, each

. member may, In writing, nominate one alternate. Alternates must be formally
appointed by the CEO. Should the member be unable to attend a scheduled
meeting, the appointed alternate should attend in his/her stead. All alternates
are to be of suitable seniority to represent the member adequately and to make
decisions on the member's behalf.

e) ACs may, at the discretion of the CEO/Chairperson, opt to appoint members on
an ex Dffido basis. Such members shall not be counted to constitute a quorum
and shall have no vote.

f) Secretary: The CEO or duly authorised delegate shall appoint an employee of
Transnet as secretary to the AC The incumbent must have extensive
procurement and governance knowledge and experience, and should ideally be
part of the procurement structure of the particular OD. However, to ensure a
proper segregation of duties, the Secretary should report directly to the
chairperson for purposes of day-to-day operations and performance
management. This is to avoid any perceived conflict of interest which may
jeopardise the objectiveness of the Secretary, as procurement will inevitably be
tabling the vast majority of submissions.

24.1.2 Primary Mandate (Main AC)

To consider all recommendations from the OD with regard to the award of external
contracts for the procurement of Goods and Services, or the disposal of scrap, where
the total value of the business exceeds R2 million (subject to the discretion of the
CEO to lower such threshold, or to create secondary ACs - see paragraph 24.1.3
below). Likewise such ACs will also consider any subsequent amendments to the
contracts falling within their jurisdiction.

24.1.3 Secondary Acquisition Councils

The Main AC or the CEO of an OD may at their discretion decide to lower the limit set
In paragraph 24.1.2 above and/or introduce similar secondary structures on local or
regional level, to cater for matters falling below the jurisdiction of the main AC The
Terms of Reference of all ACs have been standardised, except for the ambits and
delegations applicable to secondary ACs. The thresholds must be clearly stipulated in
the relevant appendices to the Terms of Reference of the respective Main and
secondary ACs. I t Is also a requirement that the Divisional Delegation of Authority,
applicable to the signing | authorities of individuals (similar to the Transnet DOA
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Framework) be included as part of the relevant main and secondary ACS' Terms of
Reference so as to ensure that thare is no uncertainty as to the approval thresholds.

(Refer to DOA Summary Section A, Chapter 6)

Figure[39]'below Illustrates the current AC hierarchy within the Transnet Group.
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Figure[39] •Acquisition(Council'Hierarchyatfranshet

24.1.4 Term

r

Members and al^rnates will be appointed for a specific term. The letter of
appointment shal; clearly state the term of appointment (start and end dates) and
also whether the appointee is a full member or an alternate to a specific member.
The OD CEO shai! have the power to, at any time, remove any member from the AC
and fill the resulting vacancy.

24.1.5 Confidentiality

Members are reqt red to treat all Information they receive as AC members/alternates
as strictly confide- Hal. A confidentiality agreement shall be signed by the member at
the start of his/h^r tenure. Information shall not be divulged without proper and
specific authority.

Should a member wish to have anything clarified or explained prior to a scheduled
meeting or durinc circulation of a matter, such query should be referred to the AC
Secretary.

^jj- All AC records she I be kept securely in the custody of the Secretary of the AC. These

n records shall no be disclosed without proper approval. Likewise, third party

I confidential inforr ration shall not be disclosed unless required by legislation or a

court of law.
f] 24.1.6 Conflict of Int rest

I Instances may ari ;e when a member of the AC or an alternate has a direct or indirect

._ interest in a particular transaction/project or has been or can be deemed to have
I I been personally involved in the RFX process or business decision which gave rise to a

I t I recommendation :o the AC. In such cases, he/she shall dedare such Interest by

means of a stand rd declaration of interest form before the meeting commences and
n also when the AC deliberates the specific matter. Declaration of a direct interest

will result in autc natic recusal. Should an AC member declare an indirect interest
in a matter befor-. the AC, he/she must declare his/her interest and the Chairman will
determine whet'r r the member should recuse him/herself. The reasons for this
decision must be officially recorded and kept on file. This will also apply to circulation
CRound Robin'items).

24.1.7 Meetings/Attendance
$& The AC shall meat at predetermined Intervals. Where there Is the need, special

meetings may be convened by the Chairperson.
Members are req: (red to attend all meetings of the AC. For this reason, AC meetings
shall be schedule-J well in advance. Should a member not be able to attend a specific
meeting, his/her alternate must attend. Attendance and participation by members
should be a SPG or at least a KPI, on the member's performance management
scorecard. This si ould be measured by the Chairperson of the AC.
Should a memty be absent for more than three consecutive meetings, the
Chairperson sha I pursue the matter with the member concerned and may
recommend to th a CEO that such member vacates his/her position on the AC.
Individuals who are not members or alternates may, at the invitation of the

I Chairperson, attend a meeting of the AC In an ex officio capacity or to provide

r \ clarification on = specific matter(s). Such individual(s) shall be informed that the

0

0

I
I
I
I

r \ clarification on = specific matter(s). Such individual(s) shall be informed that the
I information whic I they will be providing will be formally recorded .as part of the
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24.1.8 Quorum

A majority of the members/alternates appointed at any given time shall form a
quorum.

Should exceptional circumstances necessitate that, both a member and his/her
alternate attend the same proceeding, both votes may be taken into consideration to
form a quorum as members. Their alternates shall then be appointed on the AC by
virtue of their own specific expertise. The provisions of paragraph 24.1.7 above
should however be observed.

24.1.9 Voting and deliberation

The Chairperson shall submit any matter to the vote of the members of the AC In the
event of a difference of opinion or when requested to do so by a member of the AC.

In the event of a tie, the Chairperson shall have a casting vote in addition to his/her
deliberative vote.

24.1.10 Duties of the AC

a) Chairperson

The Chairperson of the AC shall chair the proceedings at the meetings and
exercise the powers vested In him In terms of these procedures and any other
DoA.

b) Deputy Chairperson

In the absence of the Chairperson, the Deputy Chairperson shall act in his/her
stead and shall be empowered to perform all the duties and exercise all the
powers vested in the Chairperson under the laid-down procedures and any other
DOA.

In the absence of, both, the Chairperson and the Deputy Chairperson from a
meeting of the AC, a Chairperson shall be elected out of the members/alternates
who are present

c) Secretary

The Secretary shall undertake the tasks as imposed upon him/her by the
Transnet Supply Chain Policy and Procurement Procedures Manual (PPM) and
other relevant directives, or by the Chairperson of the AC or the GISCM Function
or the CEO of the OD.

The Secretary is regarded as the "'gatekeeper" of the AC and he/she has to be a
person with Impeccable Integrity and honesty, who has the assertiveness to
make a positive contribution to the effective functioning of the AC The
Secretary:- _ .

(I) has the duty to act in good faith, duty of care, with skill and diligence and
avoid conflicts of Interest;

(il) shall keep a central bid (RFX) register and shall be responsible for the Issuing
of RFP, RFQ and RFI numbers in respect of all bids issued by the 00 to the
external market, falling within the monetary ambit of the AC. He/she will
report on progress with regards to completion of the process. (Register
template available on the iSCM Transnet Intranet);

(iii) shall give impartial advice and act in the best interests of Transnet and hence
should not be subject to undue influence by any of the AC Members. The
Integrity of the Secretary's position must be protected as it Is one of the most
effective Internal controls available in governance; '

I
I
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(iv) shall be the only person, apart from the AC Chairperson, to consider
authorising procurement staff to communicate with Bidders in the period
between the dosing of the bids and the award of die business;

(v) shall keep the AC members abreast of the latest policies and procedures and
any amendments thereto;

(vi) shall provide the AC, as a whole and members Individually, with
comprehensive, practical support and guidance as to how their responsibilities
should be properly discharged In the best interest of Transnet;

(vii)has an important role to play in the Induction of new or inexperienced
members and shall assist the chairperson in determining the annual AC
meeting schedule, training plan and administration of other issues relevant to
the AC; and

(viii) provides a central source of guidance and advice to bid and contract
administrators throughout the OD, end users and the bidding public.

Other responsibilities of the Secretary are to:

(ix) plan and arrange meetings of the AC, formulate and distribute proper agenda
packs (submissions in the prescribed format) for the meetings of the AC.
(Standardised submission templates are available on the iSCM Transnet
Intranet);

(x) ensure that all members attending a specific meeting of the AC are provided
with the necessary forms to declare any interest in matters serving before the
AC in that meeting;

(») ensure that a proper register of these declarations of interest is kept with the
minutes of that paijailar meeting;

(xii)arrange for and securely keep a voice recording of the proceedings and, in
writing, record proper minutes of the proceedings, deliberations, decisions and
resolutions of the AC He/she should furthermore obtain the signature of the
Chairperson on each individual resolution during or as soon as possible after
the meeting, communicate such resolutions to the relevant role-players and
securely keep copies thereof for record purposes.

The minutes shall contain -

^ • an outline of material proceedings and deliberations by the AC; and

• all recommendations, decisions, resolutions, provisional approvals and
directives Issued by the AC.

A draft copy of the minutes shall be circulated to members of the AC prior
to the next scheduled meeting.

Before the next scheduled meeting, a member may request that the draft
minutes be amended to Include certain specific deliberations, etc. and such
proposed amendments shall be included by the Secretary.

The Secretary shall table the draft minutes at the next meeting of the AC,
for confirmation by the AC and signature by the Chairperson;

(xiii) ensure that, by means of a proper certificate as per the prescribed format
(template, available on the Transnet ISCM Intranet), duly signed by the
Secretary and the Chairperson of the AC, that no business Is being
recommended for award to an entity(les) or person(s) appearing on
Transnefs List of Excluded Bldders/Contractors(Blackllst). Such certificate
should be kept and securely filed with the minutes of each meeting of the AC;

IJ
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(xiv) be responsible for the receipt, opening 3nd stamping of Bids where this duty
has been assigned to the AC Secretary. Refer to Chapter 17 for the rules and
procedures pertaining to the bid openinc process);

In respect of AC submissions:

(xv) verify the comparative scheduie/evs, ation, plus all the facts stipulated in
submissions to the AC;

(xvi) ensure that authorities for all commt ication and negotiation are indicated
in the submission to the AL , and the outcome of such
communication/negotiation is stipulate i in detail in the submission; .

(xvii) ensure that documentary evidence is - vallable (copies to be kept on AC file)
in respect of all facts presented and sr ;tements made in the submission;

(xviii) proacHvely pursue the clarification of ;ncertaintjes prior to the meeting, so
that matters are not referred back uni ecessarily;

(xix) edit* submissions to ensure that all r= luirements are met before the matter
is tabled at the meeting of the AC. ( : Submissions are not physically edited
but an annexure must reflect all co; scb'ons and queries resolved by the

! Secretary); and

(xx) draft "AC circulars" on behalf of the A : In respect of directives to be Issued
by the AC.

(xxi) ensure that members are provided w' .i an agenda at least 3 Working Days
before any scheduled AC meeting, In order for them the do the necessary
preparation before the meeting. Shcc d a member have any queries on a
matter on the agenda, he/she she jld raise these with the Secretary
timeo'jsly, In order that the Secre ary may obtain darity before the
meeting.

24.1.11 Responsibilities and Obligations of Memb- rs

a) Members take collective and individual re ponsibility for processes followed,
decisions taken and resolutions carried by th : AC.

b) In performing their legal duties, each AC ms iber shall -

(i) act honestly and in good faith, whilst aking into account the policies and
business objectives of the company wilt a view to fostering the best interests

-. ofTransnet;

(ii) exercise the duty of care, diligence and kill that a reasonably prudent person
would exercise In comparable drcumstar :es;.

(HI) act fairly, Impartially and objectively, wd not allow prejudice or bias or
influence of others to override objectivlt . and

(iv) act professionally at all times.

c) Duty of care and diligence:

|

(i) Members owe a common law duty tows ds Transnet to act with due care and
' i diligence. Members are consequently lia le for any prejudice suffered through

| such Member's failure to carry on the ; usiness with the degree of care and
'-J diligence that may reasonably be e pected from a person of his/her

| knowledge and experience. Hence, Men bers must fully inform themselves of
all material information available In the C Pack so as to ensure that they act
with due care in the discharge of their d ties.

I
I
I
I a

•a

I

Chapter 24: Functions of Governance Structures and Departments Page 183 of 202

August 2012

0057-0365-0001-0239

TRANSNET-REF-BUNDLE-00767



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

488
FOR INTERNAL USE ONLY PROCUREMENT PROCEDURES MANUAL

(ii) Members shall study the AC psck and properly prepare for a meeting of the
AC prior to AC meetings to ensure that they familiarise themselves with the
matters so that there is optimum participation In deliberation and decision
making. They shall also make every effort to attend all meetings of the AC.

d) Members shall:

(i) understand and weigh alternative courses of action;

(ii) weigh benefits versus potent^ harm when considering specific courses of
action; and

(iii) ensure that there is no breakdown in effective corporate governance and no
impairment in their ability to carry out their responsibilities.

e) Duty to act honestly, ethically and n good faith:

(I) Members shall always act honestly, ethically and in good faith with a view to
the best interests of Transnet Members shall avoid a conflict between the
interest of Transnet and their own and, in particular, shall not derive any
personal benefit from matters Emit ted to the AC for consideration.

(ii) Members shall not act in bad faith due to bad judgement or negligence.

e.g. Members do not act in good faith when they know they are making
material decisions without ?dequate preparation and deliberation and
simply do not care if their decisions cause breach of governance principles
and promote Fruitless and V/isteful Expenditure and consequent financial
loss to Transnet.

24.1.17 Functions of the AC

a) To consider all recommendations from the OD with regard to the award of
external contracts for the procurement of Goods and Services, or the disposal of
scrap metal, where the total value cf the business exceeds R2 million (subject to
the discretion of the CEO to lower s jch threshold).

b) To consider all subsequent amencnents to material provisions (I.e. which have
a cost or risk implication) of contracts exceeding R2 million or where the original
value of the contract plus the cumulative value of the amendments will exceed
R2 million.

c) To consider and approve the non award of business against any RFX falling
within Its ambit

d) To consider recommendations to approach the market to solicit Bids in respect
of a contract with a period of more than two Years, regardless of the value
(alternatively RFX to provide for di Terent options).

e) The AC must be proactive and clarify uncertainties emanah'ng from submissions,
prior to the meeting. This will ensure that matters are not referred back
unnecessarily, causing delays. Under no circumstances should matters be
referred back by ACs for trivialities.

f) To consider all recommendations n respect of bids as well as any extension of
existing contracts of which the oiginal period, or the original period plus the
extension of the period together ;s/are longer than two Years regardless of
monetary value, and all subsequent amendments of material provisions to such
contracts. I
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n
I { j g) With regard to paragraphs 24.1.12 a) and b) abova, ACs or the CEO may at

their discretion lower the;e limits and/or introduce sMiilar structures on local or
0 regional level, to cater for matters falling below the jurisdiction of the AC

h) To consider and approve the framing of the OD's Lists of Approved
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Suppliers/Goods, as we'1 as any amendments to s' :h Approved Lists, and to
administer such Approve:; Lists utilised within the OD. This function may not be
delegated to Local / RegL nal ACs.

0 To consider and make recommendations to the Group ISCM regarding all
aspects pertaining to Transnefs List of Excluded adders. The GISCM shall
administer the List on behalf of the Transnet Group.

j) Secondary ACs to refer recommended exclusion matters to the main OD AC

( (where applicable), which will consider and if supported, refer to Group ISCM for
finalisation and onward transmission to the GCFO for approval. Refer to Chapter
23 for Blacklisting proceti- ire.

n
Ll -v&H k) To monitor/administer thi opening of all bids Irrespective of the value. ACs may

f S p y at its own discreb'on and Jepending on internal strucrures, delegate the opening
' of bids under a certain nonetary value, to procurement offices or secondary

ACs, provided that it has satisfied itself that proper procedures and controls as
specified In the PPM are in place and are monitored o i an on-going basis.

r-̂  I) To obtain statistics and eview, at regular intervals details of all transactions
[ N falling below the ACs jjrisdiction (See template available on the Transnet
1 * GISCM Intranet). Any a"=gsd irregularities or trend; that may arise out of the

purchase, sale, hiring or: string of Goods and the procurement of Services, shall
f | be investigated and corrective measures recommended by the AC if deemed
i I necessary.

ri m)To refer to the Governance COE, (GISCM) for guidance/direction, any policy
j J and/or legal question/s which arise out of the laid-dcwn procedures or out of a
L1 bid, contract or contract cmendment.

n) To exercise such power; and perform such duties as may be conferred or
imposed by the laid-dowr procedures.

.. .;Tr • o) To perform other funcOors as the BADC, the GCE, tr.e Governance COE (Group
- '*r ISCM) or the OD CEO ma/determine or deem necessary from time to time.

Notes:

• Purely income generating contracts fall outside the scope of this document.
However, the acquisition of Goods and Services to give effect to such income
generating contract, fail wi hln the scope of the PPM.

• The AC may refer a matte? back only for reconsideration or re-motivation. It may
under no circumstances -hange a submission or "hange the award of the
business. On receipt of >. revised/re-motivated submission the AC will again

I
consider the matter. Refer to paragraph 24.1.16d) below for the procedure to be

; i followed in Instances whs re the AC still does not egree with the revised/re-
i j motivated submission of th \ Manager/procurement. '

1 24.1.13 Powers of the AC

j When considering any new transaction or any Material A nendment/s to an existing
| i-J contract, the AC has the powe* to, at its discretion:-
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a) call for any files or papers dealing witr1 offers, enquiries, the Invitation and
evaluation of Bids in the procurement of Goods and Services;

b) request any informatJon which any employee may have at his disposal relating
to the supply of, and/or payment for Good 3 or Services;

c) require any employee to provide information/advice or to attend any AC meeting
In an advisory capacity;

d) invite any Consultant from the private sector to provide additional skills to the
AC when necessary;

e) consider and recommend the condonation of any non-compliance with the laid
down policies, procedures or directives fo* sign-off by the CEO en-route to the
GCE or higher in terms of the Transnet DoA Framework;

f) offer comments, or note matters submitte-j for information;

g) refer any submission back for reconsiderat on/re-motivation;

h) withdraw an item from the agenda of any meeting of the AC, provided that the
reasons for such withdrawal are duly recorded in th
and communicated to the submitter by the Secretary;

[ ! reasons for such withdrawal are duly recorded in the minutes of the meeting

I) report any anomalies, Irregularities or ncn-compliance with lald-down policies,
procedures or directives to the CEO (should the AC not be chaired by the CEO
himself / herself);

j) exercise a discretion in those instances not explicitly provided in the lald-down
procedures or as may be entrusted to it b/ the Relevant policies and procedures
or the Board Acquisitions and Disposals Committee, the Governance COE (Group
ISCM) or the OD's CEO;

k) refer any matter or issue arising from the exerdse of the powers or the
performance of the aforementioned duires to the Governance COE (Group
iSCM);

1) issue 'AC Circulars' to address any trends jr issues arising from matters serving
before the AC; and

m) periodically review copies of procurement gift registers.

24.1.14 AC approvals and provisos

a) The AC does not possess any executive au Jiority to award external contracts for
the procurement of Goods and Services or disposal of assets.

b) All AC approvals are subject to the following provisos:

(i) there is still the need for the purchase, sate, hiring, or letting of Goods and
procurement of Services before the non-acceptance/regret letters to the
unsuccessful BIdder/s and the acceptance of the winning Bid to the Successful
Bidder are communicated by a Manager with the appropriate delegation of
authority to sign the contract;

(il) the financial provision is adequate;

(iil) the best 'interest of Transnet is being served at the time of concluding the I
contract, and
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(iv) the contract is signed by the Manager with the appropriate delegation of
authority.

24.1.15 Recording of votes via circulation f Round Robin'}

a) In urgent cases where the OD would be substanb'aliy prejudiced if a jubmission
is held over until the next scheduled meeting of the AC, the papers relating to
"the specific matter may be circulated to the members of the AC. This will be at
the discretion of the Chairperson, but subject to the right of any member to
demand a meeting. There should be a pre-determlned deadline by which all
members respond (depending on the urgency). The members who respond by
the deadline must record their votes in writing.

(I) Unanimous approval by a quorum of members so made by ti-a stipulated
deadline shall be deemed to constitute a resolution of the AC. Such resolution
shall be communicated to the recommending officer by the Secreary as soon
as possible thereafter.

(ii) The Secretary may extend the deadline should a quorum of votes not be
attained by the initial deadline. Alternatively, a special meeting of dhe AC must
be called by the Secretary, with the consent of the Chairperson. Members
have the right to cast their vote until the deadline, irrespective cf whether a
quorum has already been attained.

(lii) If the deadline has lapsed, and a unanimous vote by a quorum of members
has been attained, no further votes will be considered.

(iv) A resolution taken in such manner shall be officially noted and recorded in the
minutes of the next scheduled meeting of the AC.

b) In exceptional circumstances and only due to the non-availability of members,
the votes of a member and alternate may be taken into account h order to
attain a quorum. The stipulation contained In paragraph 24.1. ' , should,
however, be observed.

24.1.16 Disagreement with a decision of the AC

a) In the event of a matter being referred back by the AC for reconsidera ion of the
recommendation made by the recommending officer/evaluation pane!, the
recommending officer/evaluation panel shall :-

b) make a revised submission to the AC; or

c) should he/she disagree with the reasoning of the AC he/she shall, with the
concurrence of his/her executive officer, re-motivate the recommendation and
resubmlt to the AC, whereafter the AC shall reconsider the matter; anc:

d) should the AC still not concur in the revised recommendc.clon, the
recommending officer shall refer the matter to the CEO, who shall n le on the
matter.

24.1.17 Interpretation of PPM and Government Policy

In cases where the AC requires guidance on Government policy matters an i In terms
of interpretation of the PPM, guidance must be sought from the GCSCO.
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24.1.18 Submissions to the AC (Precis)

a) All submissions to the AC shall be in the require . format. TTie Secretariat may
provide assistance to draw up a precis. (Refer •:: SAP CLM and the Transnet
Group iSCM Intranet for the generic templates).

b) The Governance Function of Group iSCM is th- custodian of all submission
templates and any suggested changes thereto r ust be recommended to that
office for consideration and implementation.

c) All submissions to the AC must be accompanied jy all the relevant supporting
documentation, e.g. original bid documents, -rjthority to communicate or
negotiate, etc

d) All submissions should be submitted to the secrete iat well before the scheduled
meeting, to afford the secretariat enough time tc oroperty vet the submissions.
I t Is suggested that submissions are handed in t 12h00, seven Working Days
before a scheduled meeting of the AC.

24.1.19 Reporting/Monitoring

a) The main OD AC reports to the CEO through its cr Irperson.

b) Secondary ACs report to the main ACs, and are responsible to monitor
transactions falling below their minimum threshol s, except for TCP, where the
Local ACs act autonomously.

c) Reports of all the ACs must Include the following:

(i) statistics required for the compilation of the Group iSCM Governance
dashboard;

(ii) updates about the council's activities, as apprc >riate;

(iil) sensltjsation on trends, irregularities and other anomalies or matters that may
significantly impact on the management of c ntracts and bids of the OD or
cause reputatiortal harm to Transnet

d) The performance of the main OD AC shall be moni )red by the CEO.

e) Local / Regional ACs' performance will be monitore I by the main OD AC.

0 The performance of the Individual members and acretarlat shall be monitored
by the chairperson of the AC

I
I

24.2 TRANSNET ACQUISITION COUNCIL (TAC)

24.2.1 Role and Functions of the TAC

The TAC has similar roles and responsibilities to that of the OD main ACs. It will
cater for the Group Corporate Head Office requirerr ents, as well as centre led
transversal contracts. OD-Ied transversal contracts will be dealt with by the leading
OD main AC. The TAC will have no higher status than iSr i ODsf main ACs.

24.2.2 Refer to section 24.1 regarding the main OD AC as th ; paragraph Is also applicable
to the TAC. Any powers assigned to a CEO with regar i to the Main AC will apply to
the GCFO (or his delegate) as far as the TAC is concer ed.
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24.2.3 Composition of the TAC

a) The TAC snail consist of senior managenent members within Group Corporate
Head Office who shall be appointed by the GCFO for a specific term:

(i) A Chairperson, who will either be the GCFO or an executive or senior
management member appointed by t e GCFO;

(il) A Deputy Chairperson, who shall ta one of the members mentioned in
paragraph c) hereof;

(Hi) Members with alternates, all of whon are Transnet employees in the Group
Corporate Head Office, selected by virtue of their specific expertise or
business focus. They must be capable of exercising sound, unbiased
judgement and offer constructive corn nent

(iv) The Heads of Procurement, Legal, Financial Planning, Tax and Risk in the TCC
shall be mandatory appointments.

24.3 PROCUREMENT OMBUDSMAN

The Transnet Procurement Ombudsman (the Ombudsrran) is appointed to provide Bidders as
well as Transnet with a fair, expeditious, and effective dispute resolution process. The
Ombudsman acts independency and objectively In resc ving disputes and is not influenced by
anybody in making his or her decisions.

Below is a short summary of the role of the Ombudsm an. For more information, refer to the
Terms of Reference of the Procurement Ombudsman, available on the iSCM Transnet
Intranet

24.3.1 The roie of the Procurement Oinbudsma l

a) The role of the Ombudsman is to enhance the Integrity and fairness of
Transnefs procurement processes by prtviding an independent and objective
assessment of complaints which are lodg :d by unsuccessful Bidders regarding
any aspect of Transnefs bid process.

b) As a general rule, the Ombudsman will ci ly consider complaints pertaining to
bids valued at R5 million and above.

c) Complaints involving bids below R5m must be sent to the CPO of the relevant
Transnet OD for review.

24.3.2 Powers of the Ombudsman

a) The Ombudsman has the power to conduct a full Investigation of a complaint
and to make appropriate recommendatic is to the CPO and the CEO of the
relevant OD of Transnet regarding the copropriate remedial measures to be
undertaken.

b) Such measures may Include, but are not United to the following:

0) cancelling a bid if there is a material Irregularity;

00 referring a bid back for re-evaluation;

(iii) amending a bid decision;

(iv) recommending that letters of censure fca sent to any Transnet official;
and/or

(v) the institution of disciplinary, civil or criminal proceedings where appropriate.
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c) The Ombudsman may also n his own initiative launch a review of any bid
award, regardless of whether 3 formal complaint was received or not

d) An investigation by the Omb dsman of any bid award may also be Initiated by
an internal referral.

e) In most instances the Ombt jsman will conduct the investigation without the
need for a formal, oral heari g. However, in highly exceptional circumstances,
the Ombudsman may in his ole discretion conduct an oral hearing if it would
assist with the resolution of tr i matter.

24.3.3 The obligations of Transnet's Operating Divisions

a) Transnet's ODs shall:-

0) immediately refer any cc nplalnts received over the threshold referred to in
paragraphs 24.3.1b) and .4.3.1c) above to the Ombudsman;

(ii) act within these Terms of Reference;

(iii) expeditiously comply with equests made by the Ombudsman in terms of the
Terms of Reference and 0 jeratfonal Procedures;

(iv) provide the Ombudsman with unrestricted access to relevant Information,
documentation or persons n relation to an investigation; and

(v) abide by the decision of L 2 CPO and the CEO of the relevant OD of Transnet
regarding the implements" on of the Ombudsman's recommendation.

b) Transnefs ODs shall not:

(i) prevent a Bidder from ma; ng use of the services of the Ombudsman;

(ii) provide the Ombudsman v Q\ any misleading Information; or

(iil) act vindictively toward i- Bidder who made use of the services of the
Ombudsman.

24.4 CAPITAL INVESTMENT COMMIT; EE (CAPIC)

24.4.1 Purpose

The CAPIC shall ensure that the 1 ^sources that Transnet SOC Ltd ("the Group")
Invests for the development of capi al projects are strategically managed and shall to
this end-

a) Ensure that decisions relating to capital expenditure are consistent with the
strategic focus of the Group; s< d

b) Ensure that capital expenditure complies with the budget and business plans
approved by the Board.

24.4.2 Composition

CAPIC is constituted as a commit :ee of the Transnet SOC Ltd Group Executive
Committee: '

• Chairperson - GCFO

• Secretary- Group Company Seer tary

The following shall be members of C \PIC: j

• GCFO (Chairperson)
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• GCE (exoflftio)

• Group Executive - Transnet Capital Projects

• Chief Executive Officers - TNPA, TPT, TFR, TRE and Pipelines

• Chief Information Officer

• Group Treasurer

• General Manager - Group Financial Planning

• Group Chief Supply Chain Officer

The GCE may at any time change the composition of this Committee or determine
that a person other than the GCFO chair meetings of CAPIC

The Committee may invite such other officers of the Group as it deems fit to be in
attendance at CAPIC meetings.

24.4.3 Terms of Reference

CAPIC shall:

a) Ensure that Investment in respect of capital projects Is consistent with the
strategic focus of the Group and deals with the business of the Group In an
Integrated manner;

b) Ensure that capital expenditure is in accordance with the budget and business
plans approved by the Board;

c) Determine the factors that shall Inform the prloritisation of any capital
expenditure project over another;

d) Monitor the implementation of project plans to ensure that approved capital
expenditure projects are carried out with minimum delays;

e) Review and amend, subject to the limitations of the Board approved budget,
expenditure plans In respect of any project should it, as a result of any
unforeseen and unavoidable circumstances, It be necessary to effect such
amendment;

f) Ensure that in respect of each capital investment project proposed for
consideration by CAPIC, certification is given that there was proper compliance
with applicable processes relating to amongst others, risk management and that
such projects reflect optimum value for money; and

g) Conduct post-implementation reviews through, amongst others, external
auditors, to determine, amongst other things, whether value has indeed been
derived by the Group as a result of the relevant capital investment

24.5 BOARD ACQUISITIONS AND DISPOSALS COMMITTEE (BADC)

24.5.1 Purpose

To ensure that the Board's composition and structure enables it to fulfil the
obligations of the Board mandate and advance and maintain the Group's acquisition
and disposal policies.
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24.5.2 Composition

a) The Group Acquisition ard Disposal Committee ("the Committee") is constituted
as a committee of the Tr nsnet Limited Board.

b) At least four directors c the Group shall be members of this Committee, the
majority of whom must.. e independent non-executive directors. The GCFO and
the GCE shall be ex ofnc > members of the Committee.

c) The members of the C 'mmittee will be selected by virtue of their specific
expertise or business fc :us, but with a preference to members with specific
experience In procureme t practices, law and finance. They must be capable of
exercising sound, unbiasc d judgment in order to fulfil their duties.

d) The Secretary shall be th . Group Company Secretary.

e) The remuneration of ie Chairperson and Committee members will be
determined by the Group Remuneration Committee and approved by the Board
in accordance with the fe •. structure approved by the Shareholder.

The following shall attend by i vltatlon:

a) The Group Chief Supply C lain Officer; and

b) Such other persons detr "mined by the Committee, who may include, where
deemed necessary by t a Committee, members of senior management and
independent acquisition E id disposal experts.

24.5.3 Roles and Responsibilitie ;

a) The Committee has an independent role, operating as an overseer of the
acquisition and disposal f nction within Transnet. The Committee will also have
the power to consider s d approve acquisitions and disposals (n terms of its
mandate from the Board.

b) The Committee does nor assume the functions of management; which remain
the responsibility of the executive directors, officers and other members of
senior management.

24.5.4 Authority

a) The Committee has authc ity to:-

(i) have access to any in ormation It needs to fulfil its responsibilities;

(ii) seek Independent a, vice at the Group's expense, subject to Transnefs
procurement policies ; nd procedures; ~ . '

(iil) have direct access to ny executive of the Group or its subsidiaries; and

(iv) make amendments tc the mandate subject to approval by the Transnet SOC
Ltd Board.

b) The Committee may for-1, and delegate authority to, committees and may
delegate authority to one r more designated members of the Committee.

. c) The Committee shall ma! 2 the recommendations to the Board that it deems
appropriate on any area v ithin the ambit of its terms of reference where action
or Improvement Is1 require .

i
i
i
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24.5.5 Terms of referenda

The Committee shall:

PROCUREMENT PROCEDURES MANUAL
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a) Oversee an anmial review of Transnet's Procurement Procedures Manual and
the Construction Procurement Policy, Processes, Procedures and Methods within
Transnet Capital Projects and ratify any amendments thereto;

b) Pre approve bi:s within its delegated authority up to the maximum of
investment decis ^n/budget, before the bids are Issued to market. This Includes
acquisition and disposal of movable and immovable property, capital
Investments, ope "ational expenditure, the provision and acquisition of Services,
maintenance, refurbishment and the establishment of infrastructure, purchasing
of fuel, but exdw !es guarantees, indemnities and securities;

c) Monitor trends in general procurement spend;

d) Monitor trends in SD spend and progress on plan (includes support of National
Growth Plan, SD, oreferential procurement, and Enterprise development);

e) Monitor complian e with PFMA and related supply chain management norms and
standards and ad /ise the Board of potential risks in relation to irregular as well
as Fruitless and V asteful Expenditure emanating from procurement practices;

f) Consider strategi- acquisitions and disposals and make recommendations to the
Board;

g) Consider, for recc nmendation to the Board, potential private sector participation
models;

h) Approve, where .o delegated by the Board of Directors, the award of bids in
accordance with the Company's Delegation of Authority Framework. The
Committee may approve modifications to bid awards where the cumulative value
of the contract pli s the modification does not exceed the limits of its delegation
of authority as sfe :ed in the Delegation of Authority Framework document

i) In considering the approval of a bid or Confinement, the Committee shall have
regard to any rec.mmendation made by the relevant AC or senior official within
Transnet.

j) The Committee sh ail submit a list of all bids falling within its delegated authority
and approved by : to the Board for information purposes only. With regards to
matters above ib maximum threshold, i t will consider such matters In the
normal manner, a d then make a recommendation to the Transnet Board.

k) When considering any Bid or any amendments thereto, the Committee may:-

(i) investigate an> activity within its Mandate;

(ii) ask questions nd request information or advice from any person;

(iii) request any er iployee to appear before the Committee;

(Iv) refer the subrr ssion back for reconsideration;

(v) note matters p esented to it for information, and/or offer comments; and

(vi) reserve a dec ;ion pending further Information or clariftcation of a specific
matter.
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I) Trie : jmmittee shall also app.- ve disposals in line with the Delegation of
Airttic ty Framework document.

24.6 INTEGRATi D SUPPLY CHAIN MANAGEMENT (ISCM)

24.6.2 Compo^ "ion

Using best practice principles, and L
ODs and C oup, an integrated xone s
operating iodel has been developed
with eras; functional teams, compr
members, o deliver value through
regulatory nvironment The iSCM Go
below.

iSCM Governanca .4 tructure

dertaking a collaborative approach across all
pply chain management (iSCM)' strategy and
with centre led Centres of Excellence (COEs)
ed of divisional and corporate task team
nproved efficiencies and compliance to the
rnance hierarchy is depicted In the flow chart
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24.6.3 Centres of Excellence

a) Centres of Excellence (COEs) are cross-divisional teams focusing on a particular
functional area. They focus on tactical issues relating to the functional area, and
are aimed at identifying and leveraging on the areas of excellence In Transnet
Key strategic objectives will be executed through the COEs with a risk mitigation
plan supported by Enterprise Risk Management (ERM).

The current COEs within iSCM are as follows {Figure [41])'.

Inbound supply chain

^•rFigUref

mwmmmmm
Centres of Excellence"?.

Wmm
/•f.':;-">"'.

:
'
:
:; •" •> ' •

mm

24.6.4 Integrated Supply Chain Management (ISCM) Strategic Themes '

The following are the key strategic iSCM themes:

•Corporate Plan • Volume and revenue growth
• Cresting capacity
• Operational efficiency
• Financial strength
•SHEQ
• Development

^M'Si^W^K • ISCM Strategy -Develop supplier base
0j^srjpr^-j3:^\ • pp^jmite monetary and social value from sourring

activities
Increase supply chain efficiency to become World
Oass
ProactjveJy rnanaoe compliance risk
Integrate SO strategy

Support NGP objectives (e.g. job creation, etc)
;', Development through:

Strategy • Leading empowerment and transformation of
supplier base
Leveraoe procurement to develop local supplier! to
support localisation and industrialisation

' ":•• :> ', •:'Figure [42]- iSCM themes V:

I
l
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24.6.5 Group iSCM Governance
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author and custodian of the TransnetThe Group iSCM governance function is the
Supply Chain Policy and the PPM.

Some of its key functions are to:-

a) Issue and review the Transnet Supply Chain Policy and PPM (including standard
bid documents and templates);

b) monitor correct interpretation/adherence to policies and control measures in
collaboration with audit;

c) conduct research and development applicable to compliance;

d) maintain the iSCM Transnet Intranet as well as update the external website In
respect of procurement policies, procedures and bid related matters;

e) continuously build capacity at OD level;

f) administer Transnet's List of Excluded Bidders; and

g) provide assistance and expertise on all governance related issues.

24.6.6 Role and Function of Group Chief Supply Chain Officer (GCSCO)
The GCSCO is the head of the Group iSCM Function. He/she Is responsible for the
whole of the supply chain function within the Transnet Group. Although the OD CPOs
report directly to the OD CEOs, collaboration and synergies between the relevant
supply chain functions are achieved via the iSCM Council. This forum meets at
predetermined intervals and has representation from all the OD CPOs.
Apart from chairing the iSCM Council, the GCSCO is responsible to vet and
recommend all supply chain related submissions requiring Group approval (e.g.
confinements, condonations, new contracts and amendments exceeding the DoA of
the OD CEOs).

24.6.7 Terms of Reference of the iSCM Council

Group iSCM has been mandated to effectively integrate all supply chain management
(SCM) activities across Transnefs core businesses, to ensure that the efficiency and
effectiveness of doing business in South Africa is drastically improved through SCM
best practices. The iSCM Council is a structure set up to ensure that the iSCM
mandate Is carried out effectively and efficiently.

The Council will develop the Supply Chain Management Strategy for Transnet, based
on consolidation of the individual ODs critical paths. •- -

The Council will ensure alignment of all Operating Divisions' SCM functions in terms
of:

• Processes and Procedures;
• Systems;
• Human Capital Development; >
• Strategic Sourcing;
• Contract and Supplier Management;
• Capital Procurement;
• Warehousing and Logistics Management;
• Policy and Governance; and
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• Knowledge Management

The Council will also ensure a unifcrm strategy with regard to Broad-Based Black
Economic Empowerment I t will drivi the implementation of B-BBEE initiatives with
regard to Preferential Procurement and Enterprise and Supplier Development in
terms of the Government's New G-owth Path strategy, to ensure that Transnefs
obligations in terms of these important issues are met

In addition, the Council will be the ustodlan/guarantor of world class standards In
supply management, professional i , ethics and the proper implementation of
related policies and procedures throughout Transnet It will also Identify commodity
groups where standardisation acres ~, the Transnet Group, or the consolidation of
spend on commonly used Goods and Services can lead to financial and other benefits
for Transnet as a whole - transverse; contracts.

24.6.8 Composition of iSCM Council

The Forum will consist of the followir 3 members:

• Group Chief Supply Chain Officer, (Chairperson)

• Executive Manager (Supply Ch ;in)

• Executive Manager (Strategy P Execution)

• Executive Manager (Supplier C jvelopment)

• Executive Manager (Strategic • ourcing)

CPO - Transnet Freight Rail.

• CPO - Transnet Rail Engineers': g.

• CPO - Transnet Port Terminai f.

• CPO -Transnet National Ports Authority.

• CPO-Transnet Pipelines.

• CPO - Transnet Capital Project.

• CPO - Transnet Properties.

• CPO - Transnet Corporate Cer je .

The following Managers will attend > neetings of the Forum on an ex ofTido basis as
and when required:

• All COE Leads.

• Manager: Policy, Governance u Standards, iSCM.

• Manager: Compliance & Risk,; SCM

• Manager: Contracts, iSCM.

For the complete iSCM Council Terr s of Reference please refer to the Group ISCM
Intranet website)

24.6.9 Role and Function of the Chief Procurement Officers (CPOs).
The CPOs of the Transnet ODs are tre heads of procurement (see Section A, Chapter
6, for the role's detailed delegation).

He/she Is also responsible for the d ;y-to-day procurement activities of the OD. The
role of the CPO Is also to ensure t at the procurement function runs according to
accepted world best practice and hat optimal value is achieved when procuring
Goods/Services for his/her OD.
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