TRANSNET-REF-BUNDLE-00529

W
WERKSMANS

ATTORNEYS

PRIVILEGED AN CONFIDENTIAL

FREIGHT BUSIN 3SS ("TRANSACTION"): INQUIRY

(EPORT

155 - Sth Street S adton 2196
Johannesburg Sout . Africa
Private Bag 10015 ‘andton 2146

005l3_36_5-0001-0001

VOLUIIE 11X

Ddcex 111 S: dton
Tal +27 11 358000
Fax +27 11 358600

}
I ] ACQUISITION OF 1064 LOCOR OTIVES FOR TRANSNET'S GENERAL

anguiries@werksmans.com
www,werksmans.com



| . TRANSNET-REF-BUNDLE-00530
;] Appendix 15 250
t] e TRANSNET
e .
: & Jég‘ public enterprises S
| ?ﬁ%@ e 7
' ] &m& REPUBLIG OF SOUTH AFRIGA delvs g fringht rolsally
bﬁ 2013-2014

SHAREHOLDER’S COMPACT

Enterad into by and between

THE GOVERNMENT OF TH 2 REPUBLIC OF SOU™H AFRICA, HEREIN
REPRESENTED BY THE MINISTER OF PUBL! } ENTERPRISES
{"The Shireholder Representative’

And

‘ TRANSNET SOC LTD, HEREIN FEPRESENTED BY TH | CHAIRPERSON OF THE
] TRANSNE T BOARD OF DIRECT(:RS ‘

|
|
|



N TRANSNET-REF-BUNDLE-00531

251

TABLE OF CONTENTE

f ( Ao INTERPRETATION.  ooectevssesessrecssmessssmesressesresesers s semsessssssesse s 3

; 2. FUNCTION OF SHA REHOLDER'S COMPACT v vosssessnsasromsrssssssessnereene 4

| ‘ 3. FOUNDING DOCUN ENT AND GOVERNANCE FRAMEWORK .evverevsererins s 5
- 4, MANDATE ..ccrreens covrrssvreens et ens s s hen e st 5
ﬂ\?t 5. STRATEGIC OBJECTIVES wovovevrvvermerrsmesassssseonissessen B——— rsesessssaani 6
i )a 8. STRATEGIC INITIA TVES wecomcrirsnmsmsnssmnmcsssmsmesetscssrsesone N— 8
'_ ] 7. KEY PERFORMANE INDICATORS AND EVALUATION..vvvvsovveeerecersssenseveerens:B

) 8. SIGNIFICANCE AN MATERIALITY oo cesmmsremesmsssrsmsessstsssstssssssisso e o 8
k 9. PERIOD OF SHAREHOLDER'S COMPACT ....occcosecersosssmsssssssssssssssinesnos 9
} 10, NO AMENDMENT .. cscevsrarsesssssssssoessesssnesessesesssisse st sestossssrsns 9
) ANNEXURE A: STRATE 3IC DELIVERABLES 1...cosersansssssesrsersn restrsrese 10
;_ J ANNEXURE B: OPERATIONAL PERFORMANCE ereeseeremeserssresnsn S 12
: ANNEXURE C: SOCIAL IMPACT 1 ereccrersvesmsmmsressesssressossstsisssstsssssssssesssns 18
, f ANNEXURE D: ECONC AG IMPACT ....rvve st s ssessssessvssnsemssresssssesssensserncreons 18

fc) ANNEXURE E: SIGNIF.CANCE AND MATERIALITY FRAMEWORK .......cc.cive 100018
.':‘ .

i ANNEXURE F: CARITA". INVESTMENT PLAN .. ienirmeeremrensemsmssssssssisssssssssastisssssisscses 18
ANNEXURE G: ENERG ¢ EFFICIENGY ..1.covrveimrinscssrneeses sesiseresnesnssnnmmsnine s i 20

' Y
{
RESTRICTED 2

Ol7-0365-0001-0003



b3

N

LS|

3%

N

P

.2

TRANSNET-REF-BUNDLE-00532

253

'Statement of Strategic Intent" means the document which sets out the agreed mandate
and strategy for Transnet;

*Subsidiary” means a subsidlary of Transnet or any of its subsldiaries over which it
exercises ownership control as defined In terms of the PFMA,;

*Transnet" means Transnet SOC Ltd, a public company registered and incorporated as
stch in accordance with the laws of the Republic of South Affica and pursuant to the
Legal Successlon to the South African Transport Services, 1989 (Act No, 13 of 1989)
with registration number 1990/000900/30, and having Its registered head office at 47"
Floor, Carlton Cenire, Commissioner Street, Johannesburg.

FUNCTION OF SHAREHOLDER'S COMPACT

The purpose of this Shareholder's Compact is {o clarify and confirm:
Transnel's Mandatas;
The sirateglc objectives to be attained by Transnel; and

The key performance areas and Indicators to measure Transnet's performance during
the perlod of the Shareholder's Compact.

As part of broader legisiative compliance, Transnet shall at all times adhere to the lagal
framework providing for the prevention and combating of fraud and corruplion,
particutarly within the context of procuring goods and services, competing for and
executing contracts,

FOUNDING DOCUMENTS AND GOVERNANCE FRAMEWORK

The Parties agree that the Founding Dacuments of Transnet shall be reviewed and
amended, where required, 1o ensure that agreed principies 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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Comﬁ:anies Act, PFMA, Legal Succession .3 South African Transport Services Act,

ﬂl Natlonal Treasury Regulations and Transnet’s Mandate,

!

; ] 3.2 The Board shall ensure that Transnet and its subsidiarles comply with the provislens of
‘ the Companles Act, the PFMA and any ofer legisiation, including regulations and
; ] consider guidelines issued by the Naticna! Treasury andlor the Shareholder
: Representative,

Transnet shalt ensurae that Transnet:

L 3.21 Concludes performance agreements with alf Ws significant subsidiaries that are
"
comprehensively and consistently compliart with the spirt, rights, obligations and
undartakings stipulaied In the Shareholder's ¢ ompach.

) 33 If there is any conflle! or Inconsistency imong the provisions of the Founding

Documents or the Statement of Strategic intent or the Corporate Plan and this
} Shareholdar's Compact, the Parties shall tak - whatever steps that may be necessary to
' amend the documents to remove tha conflict o Inconslistency. For so long as the conflict
!

exists on Founding Documents, the MO! -hall take precedence and thereafier the
Statement of Strategic Intent.

4, MANDATE

{J ) The Parties agree that:

; 4.1 The underylng mandate for Transnst re:iains as determined by the company's
‘ Founding Documents, by prevalling legislatic 1 and by this Shareholder’ Compact.

i

4.2 Transnel's key role is o assist in Jowering ¢ 1e cost of doing business in South Afiica,
: enabling economic growth and security of =upply through providing appropriate pors,
rall and plpeline Infrastructure as well as ¢aeratlons In a cost effective and efficlent

manner within accaptable benchmark standz ds,

)

|

} g o
|

|

005I0365—0001-0005



TRANSNET-REF-BUNDLE-00534

295

4.3 The mandate may be amplified fror Ume to time through a Statement of Strategic Intent
from the Shareholder,

6.1 The Parties agree that the sirate;’c objectives of Transnet fall Into five main areas,
namely:

511 Reduce the total cost of logistics as a percentage of transpeortable GDP;

|
|
}
|
|
|
.

52.2 Transformation of the surface trar sport market through dedicated management with a
mandate o deliver an Integrale | domestic intermodal fransport system, industry
solutions, long term Infrastruch e and rellable, cost effectives services whilst
agpressively growing rall's markel . hare in those contested sectors of the economy;

3 5.1.2 Effect and accelerate modal shift & / maximising the role of rail in the national transport
et task; |
tod +
e
I ' { 5.1.3 Leverage the privats sector In the : rovision of both infrastruciure and operations where
: } required;
l \ ] 5.1.4  Integrate Scuth Africa with the regl- n and the rest of the continent; and
A
’ 6515 Oplimise the soclal and economic mpact of all Interventions undertaken by the SOC In
: } the achievement of these objective:.
' : 5.2 The Parties acknowledge and agre : thal the focus of Transnet shall be on the following
l . ey Performance Areas:
I~ |
| J.... } 5.2.1 Dsvelop and agree on a methocHlogy to quantify and reflably measure Transnet's
I contribution to reducling the fotal cc it of loglstics as a percentage of transportable GDP;

8.2.3 Ensure the provision of critical log stics infrastructure and capacity over the short term,

' however, aligned to a long term national plan that is geared towards meeling the
J "~ growing demands of the total natic al economy;

RESTR!.TED &
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: ( investment decisions, financlal predence and commercial sustalnability to meet industry

l ? 5.24 Oversee a susiainatia capital investment approach characterised by intelligent
l demands and customer expettations over the medium term;

: 525 Develop and implement a collaborative approach to private sector parilcipation on a
. case by case basis with the intention to leverage collective resources in the provision of
' Infrastructure and fransport services in 2 way thal does not compromise those strategic
- assets required to support the rollout of the capltal expenditure programme; - o
Jﬁ‘\ 526  Operational excellenca across the entire organization informed by global best practise

e and driven by a performance cutture that is firmiy enirenched within the crganisation;

52,7  On-going compliance with policy and regulation. In addition comollance o the policy
environment with a view to suppert government in driving regional Integralien, econemic
transformation, beneficlation, industrialisation, aggressive job creation and the

davelopment of a supplier base that meets Broad Based Black Economic Empowerment
("BBBEE") crlteria;

: I 5.2.8  The Implementation cf global best practises wilh respect to safety, skills development

: and procuramerl In terms of safely, a fundamental respect for the value of human life

and resources. In lerms of skills developmenf the need to maintain and develop the

l Inleflectual capacily of the company and lastly with respect to procurement the need for
I

transparent governansze and tangible benafits for all soclal, ecanomic and snvlronmental
3 stakeholders;

i 629  The Infroduction and establishment of a robust Cenire of Excellence to drive research
5 and the depleyment of new and cutling-edge lechnologles to address the need for
competitiveness, growing demand and cost savings;

5.2.10 Sustainable growth encompassing ccrporate social investment and environmental
respensibility. This area of focus 13 becoming increasingly lmpgﬁant as Transnet
becomes increasingly prominent within the econamy.

]
]
I |
]
|
|
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RESTRICTED R {

FEL

0365-0001-0007

ool-



‘ ] TRANSNET-REF-BUNDLE-00536

257

.’} 6. STRATEZ > INITIATIVES

| The Parfies agres and undertake lo support the strateglc initiatives as listed In
Annsxures \ through G.

_ in addition. Transnet is required lo report on a quarterly basls on the National Corridor
Perfermanc @ Measurement (NCPM) with respect lo the following:

a) Fuil cozperation and participation of Transnet 1o assist the Depariment in the
: ﬁ - : axecuticn of the NCPM project.

b} Full pariclpation of Transnet with respect io enabling an understanding of the

e Corridor Its participants, key operational statistics and Transnet's involvament and
\Cjé; activities,

¢} On-goin 1 data inputs for the policy view within NCPM

d) Transne to ensura migration from monthly data to weekly data on all operational
indicatar 3, where appropriate

,I e} Transne to ensure avtemation of data capturing process to NCPM system
. } f) Provisic: of 2011/12 data ta complete the raquirement for historleal data.

7. KEY PERFCRMANCE INDICATORS AND EVALUATION
The Parties 1gree thatr

.14 Transnet's ;arformance In relation to the strategic objectives will be measured with
: reference te both qualitative and quantitative Key Performance Indicators {KPis) as set
] o out In forma content and coverage of Annexure A, B, C, D, E, F and G,

{ 1.2 Transnet shoil repert on all Shareholder’s Compacl KPls, and results achleved by, the
_ j company an Its subsidlaries In the Annual Report and Quarterly Reports,

7.3 Transnet shz | align its Corporate Plan o the Shateholder's Compact.

8. SBIGNIFICAN ZE AND MATERIALITY

in accordan-a with the provislons of Treasury Regulations 28,3, the framework for
significance +nd materfallty is sef out in Apnegure E.
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PERIOD OF SHAREHOLDER'S COMPACT

This Shareholder’s Compac: is valid for period of one year.

The Parties hereby record =nd acknowledge that the they are required, In terms of the
Treasury Regulations, to anually conclude a shareholder's compact and agree that
this Sharenolders Comp=ct shall remaln in full force and effect until a new
Shareholder’s Compact is canc:ludeﬂ as required by the Treasury Regulations.

The process for the annual concluslon of a new Sharcholder's Compact may be
inltlated by any one of the Fartles through written notice. Upon recelpt of such nofice by

the olher Party, the Sharzholder's Representative and the Board shall commence
negotiation,

NO AMENDMENT

This Shareholder's Compea:t constitutes the whole agreement between the Parties
relaling lo the subject matte hereof and supersedes any other discusslons, agreements
andfor understanding ragarcng the sublect matter hereaf,

It Is recorded, acknowledge 1 and agreed that no Parly shall be entilled to amend the

key performance areas and. or key performance indicators as detalled In Annexures “A”
through "D" of this Sharehol ‘er's Compact,

& ) ,
Signed: %LL Signed:ﬁé gﬂ%&lﬂ
S~ /

M.K.N. GIGABA M.E MKWANAZI
Minister of Public Enteprises Chairperson
Sharehclder Represer ative Transnet SOC Ld

Data: ZD[E,[QQ,( 25 Date: %/ﬂ{/z‘ ors
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ANNEXURE A: ©! STRATEGIC DELIVERABLES

Koy Performance Area | Descriplion of dejiverables Delivery timeline
. Economic dividends Mar-16
;‘ Sustainabllly |5 o s * ‘ TR
Envimnmanlal dividends Mar-15
Cost of Logistics Quantly Transnal's coniribulon to ha Total cost of Logistics as a percentags (%) of transpartabls GDP, Sep-13 .
0.5% reducion in Total cost of Logistics by 201819 as per Market Demand Stralegy. Sep-13
CQuaniify and commit fo modal split targat. Sep-13
Domeslc Inlermodal . Quaniify (he ixed infrastruciure capaclty, operational pariammance and financial performance of exlsting nlermociat Sep-13
Solution capacity. Sl
Develop a fong term Intermodalcontainer siralagy suppoeried by an appropriate infrastructure and funding plan, Sep«13
aﬁmﬁg&:ﬂm Davelop a medium lo long tarm strategy and infrastruclwre plan to drive Transnet Pipeline’s markel share. Mar-14
Alrica Business Devalop a short medium and long strategy lo kmprove intra-Afiics trade from a lransport perspective. Jul13
Development and Pramota regional cennacivity through tha integration of tha freight rall and marilime infraslruciure, Mar-14
Regionat lntegration Posllion Transnat Englnesring to become Ihe preferred suppliar of telling stock within (he African markel. Mar14
Defivery of R2.5 billion in PSP funding as per 2012/13 Corporale Plan.
idantify clear and sustainable opportunities for PSP, - Sub of
ject )
Prvata Saclor Identify and davelop dear industry solutions wilhint the various seclors supported by business casas for appruval by the me:uf'\e;ll: ;’: :f;?:sn Maafggl 3
Participation (PSP) Shareholder.
Develop defined limeline for implementatian of identified PSP opportunilies.
Concession of three branth lines 2 [dantified by Transnet and the Departmant Subject mﬂ';::mc:’db“ 54
Full cooparation wilh tha Depariment o finalse Joint pasitions on rai and maritime polley Ongoing
ol Polcy and Regulation
On-goinyg compliance with policy and requiation Ongolng
Establishrment of a R3D Centie of Excallance Mar-14
Quantify how technokogy has been leveraged to reduca caphal outlay and reduce operaiing expenditura in all spheres Jun-14
Research and of business.
Development Excellence | Quantify how technology has besn laverage to ¥nprove productivity In ali sphere of business Jun14
Quantify how techriclogy has been leverage to improve and increase madal shift, Jun-14
- Quantily how technology has been Jeverage o Increasa market share Jun-14

ta) The board shall report on the pmgmss of all strategic deliverables on a quarterly basis as well as wilhin the Annual report.
& The board shall track and report on the delivery of all cemmutmenls on a guarterly basis as well ag within the Annual report

6GC

- =7
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l - ANNEXURE Bi OPERATIONAL PERFORMANCE
'T Transnet Group
' W Key Performance Area Key Performance Indicator Unlt of Maasure 2043414 Tarpat
0 Reiurn ¢n lotal average assets % 280
: Flnanclal value creation Cash Inlerest cover Times 233
l Gearing % £466
: Opex as a % ol revenug % %571
; Innovatlon Research and development cosl Rm 194
l ‘ ls}Et:ll.ld'u'ig Forl Regulatar ¢law backs
) Transnel Freight Rall
.' Koy Performance Area Key Performance Indicator Unlt of Measura 20413144 Targal
l ! Financlal Relurn pn total average assals % 2114
. Tarilfs Average farilfl Increases - GFB % SCPI2
l Total Volume mt 22207
Bulk
- - Expodt Coal ml 2710
- Export lron Qre ml 2818
I - Exporl Manganase (PE) mt 251
~ Export Manganese (DBN) L m 243
= Exporl Coal non RECT mt - 262
l . ~ Eshom Coal mt 2118
. - Domaestic Cosl mi 88
- Chrome and Ferrochroma mi £52
- Domestic Iron Ore mt 279
l . « Domestiz Manganasa mt 219
Markei share Volume - Mineral mining mt =13
« Other ml 225
| . Intermadlate menufacturing end manulacturing
= Agrleulture mi 246
‘ = Builk Tigutds ' mt LA
. « Iron and Stos! mt =08
l - Wood and woed products mt 225
. - Ferlisers mt 201
: < Indusiria] chemicals mt 209
- Cemanl mi - 273
' - Infermoda) Wholesale mt 278
i = FMCG long distance mt 0.8
l - Aulomollve mt = 0,5 (489974FBU)
]
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ANNEXURE B: OPERATIONAL PERFORMANCE {Continuad)

Transnet Fraight Rall (Conlinued)

TRANSNET-REF-BUNDLE-00540

Koy Porformance Area Key Performance indicator Unit of Measura 2013714 Target
Iron Qra GlxmNikm £1.41
Asset ulllsation Export Cezl GthmiNkm £1.58
Genaral Freight ! Gikm/ntkm 167
S8aldanha Tenkm/Rautakm 25520
RBayeor ‘Tonken/Routekm 23682
. Malatcor TonkmiRautakm . 287 .
Praductivily NEastcor Tonkm{Routekm 257
Denslty Senlrator ‘Tonkm/Routekm 243
Capecor Tonkm/Raoutekn 239
NWesleos Tonkm/Roulskm 238
Easteer Tonkm/Rewiakm 232
Southcor Tonkm/Roulekm 28
Northcor Tonkm/Routekm 16
- Coal Experl Average deviation from 120
On-time depariure - Export lren Ora schadulad limes 580
- General Frelght {minutes) £226
Service
- Cosl Export hversga devialion rom s
On-time amival - Experl Yron Ore schedulad imes £120
- General Frelghl {minutes) <260
“TGFE Ascel ulilisalion wik be further brcken down it 201416 Sharenoider Compact
Transnel Engineering
Key Parformance Area Koy Performanos Indlcetor Unit of Maasure 2013/14 Target
Financlat Exlernal revanua Rm R2633m
Innovation Roesaarch and davalopment cost Rm R150m
Train cancellations dug lo Tractlon % 58
) votuma growth Nel voluma lost dus ta fraction ML 47
Fractlon de'ays % 40
¥ yolams growih lo ba separated Inlo Expart Iron ore, exparl coal and GFB for the 2014-15 Sharehclder's Compact
b
|
RESTRICTED 12
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ke ANNEXURE B: OPERATION + . PERFORMANCE (Continuad)
B Transnet National Forts Aut: ity
I r \L Key Performance Arsa j| {ay Parformanca Indlcator Unit of Measure 2013114 Targat
. | - Durban 53
- Capa Town 53
inchorage - Porl Elizabeth Hours R |
- - Ngqura 52
L - Richards Bay 53
I Contalners - -
i - Durban <3
= Capa Town 59
l - Port Elizabeth : 8§
Hours
\ kA 9 gy - Porl of Eost London £
e ¢ *) Ship Turnaround N i
il  Time Richards Bay £°10
l ~ Ngqura 59
i Dry bulk
Peaductivity ! AL
i - Coal {RBCT) 57
l ; - Iron Ore {Saldanha) Hours 55
I 1‘ « Manganase (P.E) 9
} - Durhan 55
: ~ Capa Town =0
¢ derlh Ocew Patcent %
; Ser Haspency < Porl Elizabath entage (%) <0
] - Noqura <8
1 ’ ~Durban £ 0
- Capa Town 50
' ; - Port Ellzabeth 50
I i 3erth Utillsatlon ° s Percentage (%) :
H - Nequra x 18
f - East London <10
I ' - Richards Bay €10
‘ ? Shipping delays 1o ba quar Iad and reported en a quarlerly basis
' I
I RESTRICTED '
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;' ' ANNEXURE B: C ZRATIONAL PERFORMANCE {Contlnued)
'i Transnet Pori Ter 2lnat
; ey Performanc: Area Kay Performanca Indicator Unit of fAoasure 2013114 Targat
! } Financial Relurn on Tolal Avaraga Assels % >5.8
: Tenff Increasss Averago Tarll Increass (Conlalnars) % <6
- DCY - Pler 1
; « imporis Days £3
« Exporls Days 55
. A~ - : « Transshipmen ™ - Days £10
DCT - Pier2
,_’, .{ . Dwell Tima : Imports Days 33
. - Exporla Days $6
: 12 . Productivity - Jransshipment Days £10
N c1eT
. 5 - imports Days <3
-Exporls Days £5
i « Transshipment Days =15
i j DCT - Pler 1 228
DCT - Plar2 230
s Maves per gross crana hour ™ P I Maves/GCH .
! i Ngqura zaz
‘ DOT - Pier 1 Hours 58
: DCT -Pler2 Hours 56
! ) Traln umaround lime oTeT & Hous k.
: Saldanha Minules s105
1 Richards Bay Hours 512
Servica Dellvary Porl Etzabeth Hours 512
: DCT - Pler 4 Mirutes £35
' L DCT-Piar2 Minutes 35
. ‘) Truck lurnaround time CTCT Minutss 535
) ! Ngqura Minutes £35
j kﬂ Richards Bay Minules 536
' TPT shall not or lourage {ranshipmant dwells fimes of grealer than 5 days

g “’: TPT shall report an Meves/GCH for Iha Porls of Richard Bay and East Lendon on a quarterly basls
i Rake process b -s inslde tippler-- Subjec! to servico design review

Transnat Pigelin 3

i

: Kpy Porforman -2 Area Key Performanca {ndlostor Unit of Megsure 2013114 Targel

o Orderad vs, Delivered yolumes {% of dsliverables 8, 265
wilkin 5% of order )

; " Planned vs, Aclual Dellvery time ( % of deflverables

i Service reliabii wilhln 2 hours of plan) % z 60 )

L. Oparaling cost per M1 im {Nominal RIMLkm){Real
R { Rand 2122

' Capaciy u!l!lsal‘ n NMPP- Actual usage :'capacity af tha tims (Mifwesk) Ratlo z48:84

: Warkst share 2 Total petrofeum products ! Billion hitres 2 15.76

kﬂVolumesio be = :pressed as market shara In Annual reporl

\)
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ANNEXURE C: SOCIAL IMPACT
Human Capital
Key Parformance Area Urit of Measure 2013114 Target
Training spend % of personnel costs 448
Technitlan trainees Number of leamers 330
Skitis developiment Engineering Traineas Number of Leamers 132
Arlisan troinees Number of laamers 1656
o Murahar of lnonaes 1900
L Emplayment creation Jobs created (Transnet permanent employaas) Number of johs o 4336 :
DIFR {for all Transnet cperalional dlvisions) VWelghted avarage 0.75
Safety Employee fatafities Nurnber of fatalilies 4]
Productvily Revenue per employee R milion 0.g3
(I Transnet is required to report on direct and Indirect jobs created within the guarterly and annual reports. Employment resulting #om tha procurement aclivity shall be reported

separalely within the quartarly reports and Annual report.

Carporate Soclal Investment

T

0057-0365-0001-0015
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Cerporale Soclal lnvestmant Total CSt budgat R257Tm
Phelophepha | and Phalophepha U health cere trains Operaling budget ROSm
Dentsl reatmeant 17,425
Spectacies lssued 28,700
. Indfvidual counseting 700
Rural station in Eastern Cape, Northem Counsallng waorkshops 31,000
Capa, Norlh West, LImPopo. Free Sle. I eenage gifts cducalion Peopie 3.600
Heallh, diabetic, cancar screening 36,000
Community voluniear training 720
Prescriptions 38128
15
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ANNEXURE C: SOCIAL IMPACT (Contnued)
QOther Social Dovelopmont
Educator Developmenl
350 teachors
Makana (EC), Molhes (F5), Morelele 88% atlendance Resulls improvement n ) R1Z.3m
{NW), Miubatuba and Durban Soutf: (KZN), Maths, science, English:
Sekhukhuna (L) 95% course campletin Yi: 5%, Y2: 10%
Leamer performanca impravement (Maths,
Science, Engish). yriz 5%; yr 2: 10%
QOrphan youth pogramme R2m
Sporis devslopment R30m
Container assistance R10m
Transnet employee volunlesr programma (inanda (Dusban), Matherwell {PE). Diepsloot (dhb) R26.4m
16

HELT
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l : ANNEXURE D: ECONOMIC IMPACT
4 " Mwinperra | ® without PRPFA '
l t Key Parformanca Area Unit ot Measure excmption exemption
- Local Content % of [otal spend 70 70
' CSDP (SD valus} % of contract valua Invested in RSA 48 35
Skiits devalopment % of total spend 8 8
BBBEE % of loted spand 87 70
‘ Black Women Qwned % of total spend 8 5
v Black Owned % of total spend 15 10
Black Youth Owned % of 1ot2l spend 2 3.5
QSEEME . % of {otal spend 15 10
Pgople Living with Disabﬂnly % of lotal spend 0.5 0.25
o ¥T Tha appraprials scenario shall be deployed depending on the slatus of the PPPFA exempticn 23 al 31 March 2013
*k' . QSE = Qualfying Small Enterprisa {Annual lumaover Em-35m)
—) EME = Exompled Micro Enterprisa (Annual \umover of <Gm)

ANNEXURE E: SIGNIFICANCE AND MATERIALITY FRAMEWORK

This appendix sels oul the standng In terms of Secllons §4 of the PFMA and provides guldance for Ihe delerminalion of [he
matariality limit n ierms of seclion 56 (2) of the FFMA

PFMA

. ) SE4(2) {d)

Description

Acquisllion or disposal of a significant asset

Exemptlan from Sactmn 54 ohhe FFMA

If acqulsition dees not excead 2% of the 31
Dacambar 2012 audiled assél basas valua
{which agustes to R 3.9 bilion), however the
Dapsriment should recalva a detalled
nolification for all acquisition and disposal of
assets abova R 2 bllien.

£54(2)(b) § Acquistion or disposal of a significant parinership, trust, joint 1. W partnership Is specifiad In business plan,
venlures, elc. 2. Ifpzrlicipation Is not specifled in corperata
business plan bul risk |8 R100m or balow,
i
S54{2) (¢} | Acquisliion or dispozal of a signifleant sharshalding Ina 1. W pariclpation or disposal Is specified In
l - company, coarporalg business plan,
’ 2. Hperielpallon or disposal ts not specified in
corporala busingss plaa bul capllal risk Is
R100m or balow,
¢ S4{2){e} | Commencemant of cessallon of a signifizary businass aciivily. 1. |f such eommencement/cessation Is specified In
) corporale business pian,
: 2, I such commencemenUeassallon Is nol

spacifled ln corparala buslness ptan but eapilal
ol risk is R100m of below,

R2S miifien .

[

i
|
|
|
|
|
|
1
i ())—{e
|
|
i
|
1
I
i

0 0365-0001-0017
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ANNEXURE F: CAPITAL EXFENDITURE
[a) o
Estimated Totat Esl. % Targst % o} . ©
Project Cg;t ;Erc‘; a Dale of complation at completion at ’ Schedile Cact
"'m completion yeor end year end “‘;"‘;"a"“ performance
31031213 317032014 ndex index

Projects which have reached the

executlon phase = Front End Loading (FEL} 4

1. Coal Line expansion to 81 mt 5,100 Mar-18 14 32 z0.90 =0.90
2. Acquisifion of 85 Eleciric Locomatives for GFB 2659 Mar-14 102 20.7 =080 =0.80
1. Acquistion of wagens for MDS 19,505 Beyond 2019 10 19.60 2050 2050
4. Ngqura Contsiner Terminal Ph2A 1.082 Mar-14 10 -3 20.90 =0.90
5. Naw Multh-Product Pipeline 23,400 Dec-13 76 &n 2090 2050
6. Reconstruction of sheatalie quaywalls at Maydon Whart 1514 Dac-16 14 15 z0.80 =0.80
7. Stroddis carrler repiacement 1,308 Mar-16 0 1 2080 =000
8. Acquisifion of 465 Diesel lpcomotivas for MDS volume growth 13,262 Beyond 2019 0 0 0.0 2090
9, Acquisition of 528 Eleclile Locamalives for MDS volume growth 24,384 Beyand 2018 0 %090 080
Praojects which ara yet to reach Uiz execution phase
10, Expansion of the Ore Line 10 82,5mt ¥ 10,888 Dec-17 FEL3:23 FEL3:100 na na
11. Coal exporl ine expansion 10 97 Mipa o 6,212 Beyond 2019 [} 0 na na
12. Manganese expansion to 16mt Y 11,345 Mar-21 FEL 3: 71 FEL 2: 100 na na
13. SwazHand raii ink 5000 Mar-18 FELZTS FELZ 900 | na "
14, Walsrberg axpansion lo 16mi 5,000 Bayond 2019 FEL3:25 FEL3: 100 na na
15. Deepaning of DCT besths 4,500 Mar-12 1] 0 na na

(5} Percentage of completion certified as par 2cceptable standards

{b} Schedulad Performance Index=Budgatl cost of work pesformed/Budget of work scheduled

(c) Cost Parformance Index=Budgetad costs of work perfumed/Actua! cost of work parform
(d) The majaity of projecis making up these grounds do not yel hava the appragiate Delegation of Autharlly approval,
() The majorlly of projects making up these Major gtoups are st various FEL stages and therelore thera Eslimated Total Cast is subject change

(f) Updaied risk assessment per project reported on quartesly basis,

:%(%

0057-0365-0001-0018
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ANKEXURE G: ENERGY EFFICIENCY

o
i

Electricity Energy Efficlency

-

:". Divislan Unit of Measura % Efﬂc\l'eor.\rcy gain
TFR Tracim kiKW 1%
TFR Real Estata KWhim2 2%
™ ¥Wh 2 5%
TPL KmfWh 2 1%
TPT tonkWh x2%
TNPA - : - employes/kWh : 24% - - - Crmme
- TRE man-hour/kWh 4%
1] Fuel Enargy Efficlancy
AN
! ] % I.' Divislen Unit of Measura “* Eﬁin;enr::y gain
TFR Traction gtklitra 1%
TPT lonfitre 2%
’ ] TRE man-hourfEire = 4%

Raporting Standards applied

-
Susialnablily Raport 2043 g;g‘;z: 22;“;";?;:‘1:1“3,‘;’(:56”[‘“"”°3' United Natlnz
Integraled Report 2013 g‘ﬁ:gnﬂi %::::lris Acl, International Inlagraled Reporing

rtttl et Amermasan

et
. }
et

N T N T I EE S e A A B aE Em En =
—
.

'A‘

-~ -
[

ey S———— " S—

RESTRIGTED
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1 Inferpratation and Definitions
r The following words and expresslons bear the follc ing meanings, unless the context indicates otherwise:-
! 11 “Board" means the Boand of Diracters < Lhe Company and includes the Board when it acts In the capacity
¢ as the Divisiona Board of {fie deemed AL harity under tha Naficnal Peris Act No. 12 of 2005;
: 1.2 “Board Reserved Matters” means ma-ers reserved by the Board as sel out in Annexure A1 of Written
; resoluian 2091/P2;
' 13 “CAPIC" means the Capita Invasiment Zommittes, a committee of the Group Executive Commitiee which

- has been established lo make dacisions -:garding capital expenditurs,
14 "CE" means Chief Executive of an Oper-ling Civision;

: 1.5 “Chalmersen® means the person wha is appointed as the Chairparson of the Board as per he MD);

1.8 “Company” means Transnet SOC Lid ir shuding its Operating Divisions and Spedalist Units, with registration
number 1880/600200430 and “Transnet’ shall have a corresponding meaning;

1.7 "Company Stratagy™ means the strateg  for the Company as approved from Eme to ime by the Board;

18 “Consultant" means a parson, or parr: 5 in a firm, or @ company or 8 close corporation who can provide
expen cr specialised advisary skills, bu! -xcludes anyone who alsa carries out the physical work o provides
the end produet for Trensnet based or his own professional or expert advice, Such consultancy service
normally partains to a specific projec! = d therefore non-repetitive in nature end confinad to design work,
invesfigation, or advica on managament, inancial, business o technical mallers;

. in short, a consulant dces not supply & : ultimate end product, bid merely gives a recommendation, kased
on his expertise, of the best solution o = specific problem, That proposed solution, If accepiatle tw Transnet,
sfill has to be acquired, built or erect=1 by another party and may or may not be connecled with the
consultant. Excludes any professions services procurerrent package included in the approved asset
procurement package plan for and appre ed physical asset project

1.9 “Delegation of Authority Framework © neans this documen, recording the nature and extent of authorities
required in order (o implement certzin = jons by or on behali of the company, including any sub-delegation
of authority where permitted 2nd "Delsg fion™ shall have a comesponding meaning;

110 “FRMF" mean Financig Risk Managem: ot Framework

‘ l 111 “GCE" means Transnel Chief Execuive of the Company;
112 “GCFO" means Transnel Chiel Financi: Officer;

143 “GCSCO" means Transnaf Chlef Suppt: Chain Officer;
114  "Group Executive Committez" o “C-oup Exco” means tha execufive committea established 1o take
responsihifity for the day loday executlc. of sirategy and running of the Company;

115  “Group Executive or Group Executi @ nominee” refers to the Group Exewﬁve-l-asponsible for the
supporfing business or hisher nomines;

146 “Intemational agreements” means greements entered into with enfities incorporated in forsign
jurisdiclions or which are required to ¢ 2 construed in accomance with the laws of a foreign jurisdiction
Including the nefghbouring countries;

117 “Memorandum of Incorporation® or “MOI" means the constitufive documents of the Company, as

[ W [P — . )
0
e

I amended;
I ; 118 “Meighbouring Countries™ means cov; lries sharing a border with the Republic of South Africa;
\ 1 F 1.19 Operaling Divisions means the Operz-ing Divisions of Tfansnel, nemely, Trensnet Freight Rall, Transnet
' Engingering, Transnet Nationat Posts Au hority, Transnet Port Terminals and Transnel Pipelines;
. Pt et S P Py ——— —— el e i
} Delsgation of Aulhority Fiamework - effective 1 June 2013 Page 3
O('7-0365-OOO 1-0022
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1.20 “PFMA" means the Public Finandal Managemert A% 1 - 1889 (as amsnded), read together with is
} requiafions’ induding Treasury Regulations;
! .21 “Prescribed Officer” means a person who, within a cor sany, performs any function that has been
! designated by lhe Minister of Trade and Industry in tesms of =< fion 86(1), read with Regulation 38.
!
f 122 "Sharcholder” means the Govemmen! of the Republic of ‘outh Africa represented by {he Sharehalder
i Mirister.
} 123 "Shareholder Minister” means the Minister of Pubfc Enterpr’ :e5 as defined in the MO,
E 1.24  “Shareholder’s Compact” means the shareholder's compac. being an agreement entered Inta pursuant o
3 seclion 62 of ihe PFMA between the Shareholder representati. 2 and the Board from fime ta ime; _
1 1.25  “Speclalist Unit” mean alt business units of Transnet which 1ave been deemed ‘supperling businesses’ in
1 terms of the Company Strategy, these include Transnet Prosery, Transne! Foundaticn, Transnel Capital
A Projects and Transnet Corporate Centre. Where a Specialist L 1l CE Is not 2 member of the Group Exco, the
Voo Group Exca member responsible for such Specialist Unil she { sub-delegate powers to the Specialist Unit's
R Cg;
3 126 “Subsldiary” means subsidiary as defined in the Companiaz ‘ct 71 of 2008 {35 amended) and Subsidarles
' ; shall have a comespending meaning;
. 1.27  “Transnet” means the Company vith its Subsidiaries and Oc - rating Divisions s steted in clause 1.6 shove,
|
. 1.28 “Freasury Regulations” means the regulations issued in t=. nis of section 76 of tha PFMA, amended from
fime fa ime;
J 129  Transnet Tofal Asset Base; refers fo tha fofal velie of the < isels in Transnet and Is set al the asset value
' ] indicated in the inlegrated report for the year; and
-| 130 “VATY means Value Added Tax. All amounts Indizated in the ocument are exclusive of VAT,
l i
{
' j
)
i1
!
' - e e ey
! Delegaton of Authorily Framework — effective 4 Juna 2013 Faged
§
O(l7 0365-0001-0023
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Scope

This Delegation of Autherity Framewort records the nal
certaln employess and members of the Group Exco an
actions by or on behalf of the Company, It includss, to th-
discharge all of the dutles, obligations and powers impose:
of 2005.

Apglisation

CR| This Delegation of Authority Framework epplie-
Divisions and Spaciaist Units, it does not apply
of Directars of the Company will prepars the r2q

2 The parsons set oul In tlause 5 below are grant-

responsibilitias subject to the fimits of authority ¢
power and/or authority in terms of this delegeatio,

- FFMA;

Board Reserved Matters,

Memarandum of incorparation;

Company Strategy;

Shareholder's Compact;

the Corporate Flan, Annua Budgst &

as approved by the Board from time ic

- Enterprise Risk Management Framew,

- Any appravals by the Bozard and ths !
moeney or issue 3 guarantes, indemni:
may bind tha Company to any fidure £

33 This Delegation supersedes any prior Defzgati
determined by the Soard of Directors.

34 Any proposal for amendments to this Delzgat
Delegafion must be submitted in writing to the
by the Board of Directors,

Delegating Powers

A person avtherisad to exercise any of the authorities se-
writing, sub-delegate fo histher subordinate (‘designate”)
provided:

the authority is canferred by way of a3 carfificale signed -
designate, and the extent of the zutharity which is sub-de.

the sub-delsgated authority shall onty be exerdised -
responsibllity; and
the sub-dstagated authority may be revoked &t any time &

Unless otherwise specifically indicated, approvat of any
designale.

With respact o zll matters and authoritles spedificalty lis’
bind the Company is In regard to any business activity or
to the velue in the aggregate of a1 payments or any cons!
transattion(s) baing complied with,

The ariginal bearer of authority or designala must ens:
been fuifilled prior ta exercising any of the matters and au

TRANSNET-REF-BUNDLE-00552
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-3 and extent of the authorities delegated by the GCE to

#her avthorities delegated In order to Implement cedain
sxdent nacessary and/or incidents! thereto, the authority to
.pon the deemed Authority under the Nafionat Ports Act 12

:a &l employees of the Company, induding its Operating
any of the Company's subsidiaries, The respective Boards
ite delegations of authority for those subsidiares,

!the power and for authoiity to perform theit functions and-
‘ined In clause 5 below, provided that the exercise of such
3 not in conflic vith the following:

' Bomowing Strategy andlor Funding Plan of the Compan!
me; ‘
‘v and

sister of Financs for the detegation of the power 1o borow
ar securily, or enter into any oiher transaction that binds or
*nciat commitment in 1erms of seciion 68 of the FFMA,

5 of Authority Framework and takes effect upan Lhe date

1 oF to the authorities or the acthorities defegated in this
angnet Company Secrelary for consideration and approval

utin clause 5 below ("original bearer of authority’) may, in
:fing his/her temporary 2bsenca or for an Indefinite period,

 the original bearer of authonity, naming and Identifying the
;ated to the designate;

~in the criginal bearer of autherty's respective area of

[P

“ha crigingl bearar of authority.
the malters listed in dlause 5 below may be granted by a
1 in clzuse § helow, ths delegated authority by the GCE lo

snsaclion {or a series of relaled tansaclions) and is subject
.raton made or fo ba made for any such business adivity or

- thet all the necessary procedures andlor approvals have

antles fisted In clause 5 below.

T —

Delegation ol Autharty Framework - effective 1 Juna 2013

Peges
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5 Company Authorifies

Y Limis of authorky have been dafegaled by the Board of Direciors fo the Transnet Group Chief Executive. In the
' Inferest of good corporals govemancs, approvel structures have been estaliished in the Company. Requests for
approval must foliow the approved goveming processes and structures far recommendsfion but the finel approval
vests with the defegated individual (for examplz CE, GCFO, GCE) as reflected in the specific delegations sef ouf in this
document,

In cases where business requiramants necessfiale fhat approval ba obfained from the delegated authorly withott the
review and racommendation by the relevart govemence strustures {CAFIC, Gmup Exen, efc) this must be reported fo
the relevant govemancs structures immediafely thereaffer,

The authority to approve the Annual Corporale Plan and Budget of the Campany vests with the Board of Direclors,
pro\nded that it must be submiited to the Shareholder in terrns of Section 52 of the PFMA,

. X Capital Expenditure

T}" refevant divisional CAPIC in accordanca with the Timits set ol in this Delegafion of Aulhority
- Framework and capital funds have been aflocaled in the annual Budget of the Company.

NOTE 2 Capital expenditure may only be authorised i the project has been approved and a wamant number
has been issued by the reevant authority, Al requesls for capifal expenditure exceeding the
Bivisional CE's limit must be submitled ta the project administrator at Transnet Financal Planning.

r } 541 CAPEXin approved budget/Corporata Plan: To commence projects

oD Board
Appraval Exce/CE TFR Transnet Group | Acguisitions and
Authority — | excluding | ExcolCE | CAPICIGCFO | ExcolGCE Disposals

TFR Commiltee
Upto but

. Up tobut nct Up to but not Up 1o but net .
Operaling nct not nol : Exceeding
Divistons exceedrg | exceeding axcesding exceeding exceeding exceeding R3900m

Shareho'der

Board Mirlstcr

Uplobud | Uptobut

R200m RADOM R&00m R1000m R2000m R3300m

Approval Board

Autharlty — Transnet Group Acquisitions and Sharehalder
GroupExcoMember | oapimicero | EvcafeCe | Disposals Board Ministar

,_1
I | i
|

Up to but
Speciafist Up to bul nel exceeding exceeding nat exceeting exceeding Exceedity)
" Vi Units R20m B REQ0M ER);I:)E'%{]‘W R2000m RAS00m R3900m:
i )J,ﬁ R *Refer to Materiality and Significanca Framework. If the set limit (R3900m) is exceeded then the Board has to consider
] and recommend {o Shareholder Mintster for approval,
= Approval limits are per individual project, reported on a manthly basis lo Group Financial Planning.
»  Amounts indicaled sbove axclude the capitalisation of bomowing costs.
¢ ALCT projects requiring Tranenet approval must be signed off by the Head: Enterprise Information
Managenent Services.
« Board Acquisiions and Disposals Commitiee refers to the Acquisitions and D|sposa1 Committee of the
. Board. Group ExcolGCE to be the final approval gate for al capilaisation of mainienance projects (COPEX)
. imespective of the valua of the project provided that it has been induded in the Corporate Plan.
l'- - «  Front end Ioading (FEL) studies for level 1 and 2 may ba approved in lerms of the operating expenditure
. DoA, FEL 3 studies may be appraved as standzlone (excluding execution) per the ahave able, Plezse refer
to the Accounting Poficy for Conceplua, Pre-feasibility and Feasibity Studies when capitaiising FEL studles.
»  Approvals exceeding R2000m but tess than R3900m In ETC are to be reported to the Shareholder Minster

Upto but nol Upfa but not Up to but not

l l NOTE &: Capltal expenditure may only be authorised if tha project has been so approved by CAPIC or the

o~

.

e e e S e ———
Pelegation of Authorily Framewtrk - effaclive 1 June 2013 Page
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I 'L 5.1.2  Unforesesn CAPEX (not included In budget/Corporate Plan)
i~ Approval ‘ Board
: Authority | OOBXIE | 1ep Transnet Group | Acquisifonsand | o | Shareholdes
TR | EscolCE | CAPICIGEFO | ExcolGCE Disposals Minister
I Commitfes
§
Otk Uptobutrat | SPRRN | ypiobanr | Uptobetnol [Uptobetnat | ARE |
D'rvis"non;g xceeding exceeding exceeding exceeding exceeding exceeding R3900mng
R50m R75m R400m R500m R1C00m R3900m
Approval Board
Autherity — Transnet Group Acquisitions and Sharshelder
Group Exco Mamber CAPICIGOFD | ExcoGCE Disposals Beard Minister
Committes
I 7 ] Up to but nol exceedin Up fo but net Untobutral | Up o butna ggtb o Exceeding
Speciafist Unils RgDm 9 exceeding exceeding excaeding exceedin R3900m
"l R400m R500m R1000m RBEOEm -
*Refer to Materixlity and Significance Framework, If the set fimit (curently R3900m} is exceeded then the & sard has to
o consider and recommend fo Shareholder Minister for approval.
G »  Allunfareseen Capex approved by Operating Divisions/Spediafist Units within their delegated aut-ority, must
] be reported on a quarterly basis to Group Finandial Planning.
l Amountsindicated above exclude the capitelisation of bomowing cosls,
» Al ICT projects requiing Transnet spproval must be signed off by the Head: Enlerprise 'nformetion
Manzcement Senices
J »  Appioval limits are per profec! at Operafting Divisional leval subject to an aggregala divisiond i t of R200m
per annum and R400m for TFR on condition that divisions serain within their annuel approved cz #tal budget
[refer t0 5.4.3.1).
«  Divisicnal Investment commiftees are to manitor e fimits parlaining 1 he respactive O anr to escalats
submissions to Transnet if the respective OD fimits are reached,
I » I an unforeszen project will resutt in the divisiona 7 year investment plan being increased then 3roup Exco
nzeds to be approached for approval.
’ 51.3  Increase in Estimaled Total Cost (ETC) of Existing/Approved Projects
l Board
Approval Authority | DD ExcolCE Transnal Group Exco! Acquisitior 3
- excluding TFR | 1T EXClCE | eapiciaero GCE and Dispos 1 | Boerd
Commitic
L ETC may be ETC may be
Increasedtoa | increasedloa
]) . smaximum of maximum of
- . R200mm, R4C0m .
g . ' Up fo bul not Up lo bt nod Up to bul no:
' Operaling Divisians Lﬂecyr::;his mﬁﬁs exceeding exceeding excaeding E’_;i%;dr;ng
RB00m R1000m R1400m
amouni may amaourt may
only he only ba
] 2pproved at approved a
Transnel Level | Transnet Level
Board
Approval Transnet Group Excof Acquisitic: s
Authorlty — Group Exco Member CAPICIGEFO GCE and Dispes 1s | Eoard
l Commitis s
, ETC may baincreased fo .
) ) smaximum of R20m, increzses Up lo bl not Up to but not Upto but nc Exceeding
Specialist Units beyond this amounl may ey be exceeding exceeding sxeseding R1400m
approved at Transnel Level RB0Om R1030m R1400m

]
o
1)
J
1

» |Incresse in ETC of projects already approved by the Shereholder Minister must he sep rted lo the
Shareholder Minister if tha Increzse s in excess of 15%.

Delegation of Autherfiy Framework - effecliva 1 Juna 2013
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f
l '—} « A IGT projecis requiing Transnet approval musl be signed off by tha Haad: In: rmation Management
Seqvices,
f »  All cost increases in excess of 25% of the approved budget for a project must & reporfed fo Transnel
'E CAPIC/GCFO.
I ; s Amounts indicated above exclude the capitafisation of bomowing costs. Increasas in <TG of a preject solely
) dus to the capltafisation of borrowing costs may ba approved by the 0D Excai E. Projed costs and
: capilalisafion of borrowing costs are lo be managed separately and may not be :xpended on projects
- Inferchangeably.
I 5.1.3.1  Any incraase in excess of the annual approved capitd investment budgat must be submilted o “ransnst CAPIC/GCFO
; for approval, .
I ' & 514  Asset Write-off/Scrapping: Movable Assets
i — ) Z-ird
- Appraval 0D Exco/CE TFR Transnet Group Aenu sitions Board
. ] Authority — | excluding TFR ExcolCE Capic/GEFQ ExcolGCE and D" sposals
l 7 Cecr nittes
: . Up 1o bt not Up to but nct Up fo but not Upta bt net Up - aulnel !
. 3 g?ﬁ;?gn"g exceeding exceeding excaeding exceeding exc. zding E;“;Oﬁ:?g
; i R10m RSCm R100m R250m R ¥m
: Eard
; Approval Transnet Grovp Excol | Acg: sitions
I Autharity — Group Exca Member Caplc/GCFO GCE and C sposals Board
r ) Cor. nitfee
: . Up to but not Up to but not Up i Tt not
i Spg:;!‘:st Up o buf nol exceeding RSm exceeding exceeding exc ‘2ding E;U;D%Tn"g
L. R100m R250m E_30m
*Refer to Maleriality and Significance Framawork, If the sed il {currenily R3300m) is exceed: . then the Board has to
} consider and recommend fo Shareholder Minister for approval,
. e The above amounts refer 1o net beok value and are a curnulative annual liznit. Wi -offs above R10m and
] above R50m i the case of TFR must be reportad to Transnet CAPIGFGCFO quarter:.
s Divisional investment committees are to monftor the limits pertsining 1a the respect = OD and to escalate
: subtmissions to Transnet if the respective OD limils are reached.
l 515  Assetwrife-offfScrapping/Demalition of Immovable Assets (excluding land) eg. building - structures
f 2 ard
. Approval 00 Exco/CE TR Transnet Group Excof Acg: sltions Board*
: Authority — | extluding TFR ExcolCE Caple/GCFO GCE and T ;posals
I/‘ . Cor nittea
SN Operating Up o but not Up to bulnot Up 1o bul not Up to but nst Up tr 7ut not Excoedi
" ) o Divisiors exceeding exceeding exceeding exceeding exs ading Rﬂb&nm
I l *R10m R30m R150m R250m %" Xim .
: . € ard
: Approval Transnet Group Acqgu sitlons
; Authority — Group Exco Member Capl/GCFO | Excol®CE | and [ spasals | B0
I Coyr. .nittes
L L Up fo tutnat Lip fo but nat Up i but not .
Splmgzsi Un to but nol exceeding RSmr exceeding exceading gx- eding E’g;;g;‘ 9
. R100m R250m £ 0m
; *Refer to Materality and Significance Framework. I the sel imit {curenlly R3900m) is excz  ded then tha Board o
I ‘ corsider and recommend fo Shareholder Minister for approval,
T +  The above amounis refer to an estimated market value al that point in time and ars & umulative annual fimit.
{ } «  Divislonal Investmenl commiltees ara o monflor tha mits perlsining to the respec 18 GO and o escalale
L submissions to Transnat if the respective OD fimits are reached,
l « Wrile-ofis below R10m and balow RS0m In the case of TFR must be reported o ‘ransnet CAPICIGCFO
] } quarterly,
! !
== e ——————g
} Delegation of Authority Framework —effactive 1 June 2013 Page 8
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I — 5,16  Disposal of Movable Assets (excluding sale of scrap)
£ ard Acquisitions
: Approval . Transnet & a0
i OD ExcolCE! Group ExealGCE and Disposals Boars#
l . Autharity ~» CaplciGCFQ Committsa
' Operating | Up to bt ol Up fo but rot Up Yo but ol Up to bt Erceprg
l : Divisions | exceedingRSOm | exceedingR100m | exceedingR250m | . :ceeding R700m
: E. ard Acquisitans
; Approval Group Exco Transnet G CcolGCE 4D i Board
‘ Authority — Merber Caple/GCFO roup Exc "Eofn;‘;;:: s ward
I ‘. Spedialist Up to but not - Up lo bui not Up lo but not Up to but nok Excesding
- Unils exceeding RSm | exceeding R100m | exceeding R280m “1ceeding R700m R700m
TL *The above amounts refer to an estimated market value and are subject to a cur ilafive annual fmit of R200m. For
AL sale of scrap please refer o 55,1, ’
3 +  Divislond investment commitiees are 1o monilor the limits pertaining fo th - r CD and ks escatate submissions
IR lo Transnet ence tha respective OB limits are reached,
o #Refer to Materality and Significanca Framework. If the set fimit {cutenil:; 33900m} s exceeded then the
' i Board to consider and recommend ta Sharehalder Minister for approval,
5.1.7  Management's Intervention In addressing non-compliance with regard fo the - :proval of czpltal projects
; ] Approval AUhonity - OD G BCEO BoE
L Operating Divisions Ni Nil Undimied
Aporoval Authority — Group Exee Member GCFO GCE
: ‘ Spaciafis! Unils Nil Wil unimited
f «  Togetherwith the application for appraval of non-campliance, the request- - must advisa on the
steps/corrective measures laken to evold a repeat of the transgression w4 in 30 days of the transgression
' l being discovered.
+  |tthe approval of non-compliance results in the annual divistonal budget & - ng exceaded, then the request
I I must be submitted to Transnel CAPIG for approval {refer to 5.1.3.1).
. ] 51.8  Alienationfacqulsition of Immovable property ffland and servitudes)
TR Board
Approval OD ExcoiCE ExeofCE Transnet Group Acquisitions and Board*
Authority — excluding TFR Capic/GCFO | Exco/GT Disposals
Committee
Operating Up o bulnet Uptobutnot 1 Uplobudr it .
Divisions Up to bt nok exceeding exceeding exceedin Up todi not Exceeding
exceeding R10m RS0m RAOM 350 exceeding R500m R300m
Board
Approval Transnet Group Acqulsitions and
Authority — Group Exco Mernber Caple/GCFO | ExcolGe Disposals Board®
Committee
Uplabuinot | Uplobut: ¢
Specialis! : Uptobuinol | Exceeding
; Up to bid nol exceeding Rin excesding exceedi
| Hnts R200m Ragm | SxceedngRiC0m | - RsG0m
- *Refer to Matedality and Significance Framewnrk, 1i the set fimit (R3 800m) is exce= 2d then the Board to consider and
¥ recommend to Shareholder Minister lor appraval,

N »  Approval limits are per transaction and are with referance ta marke{ valus ’
i ] «  All transactions enfered into in terms of the above must ba reperied Io Tr= snel CAPICIGCFD
»  Only immovable properfy on the non-core fist, may be disposed of (refer 1 5.1.8.1), such disposal may only
l . he dona through the Specialisl Urit, Transnel Property.
! «  Amoun!s indicated abava exclude the capitalisation of borrowing costs,

Dedegation of Authority Framework — effeciiva 1 June 2013
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8.1.81 Newly Idenfified properties to be Included on the non-core list (Book valua of individual properties)

GE: Transnst Properiy Board Acquisitions and
GCro GCE Dispasals Commitize Board
Upfobul not excesding [Up 1o bt notitp to b4  not | Up ip but not exceating | Exceeding R300m
R50m exceeding R1G0m* exeeeding R200m R300m )

* These disposels must be repoted to T

Cornmitiee/Transnet Board,

Treasury

Treasury Policies and Strategles

ransnet Capic/Group ExcolBoard Acquisiions and Disposals

Approval Authority — _Group . Audit Board
Treasurer GCFO GCE Commitles
:;g:;':rln?;kF camework Recommend Recommend Recommend Recommend Approve
NOTE 1: In respect of all frarsacfions set out in paragraphs 5.2.1 to and including 5.2,10, the necessary legal

advice must be obtained where epplicahle and persens exgcuting such transactions must comply fully
with the applicable Enterprise Risk Management Framework and any revised fimits determined in terms
of such framework and the provisions of fhe PFMA and, when in doubt, persons must consult the
Traasury Compliance Qfficers and Transnel Finance or Transnet Legal Senvices.

NOTE 2

Only approved financial instruments as approved n terms of the sppliceble Treasury Financial Risk

Management Framework approved by the Boad end subjed fo such firmits determined in accardance
with such framework may be utlised in tha Treasury operations.

InterTransnet Dabt (Treasury intsr Transnzt debt write-off)

Approval Authority —+ De;g::zggggérer: Group Treasurer GCFO GCE
Operating Divisions Up fobutnot Up fo but rot exceading | Up to bu not )
exceeding R5m Ri0m exceeding R20m Exceeding R20m
e Up fo bul not Up to but not exceeding | Up to but nct .
Specialist Units exceading R2m R10m excesding R20m Excgedmg R20m

All breaches of the zbave limits to be reported ta the Aud? Commilies,
Extemal debt viite-off on financial instruments due fo counter-parly liquidation may only be approved by the GCE,

Maximum annual loss an alf repo activities (Realised and unrealised)

Deputy
Approval Traders 2nd
Authority — Chiet Trader Treasg;ﬁe:::mnt Group Treasurer | - GCFO GCE
Up to bui nat Uptabulnat
Up fo but not . Uplobut not N i

Group exceading Rim exceeding R1.5m exceeding R2.5m ;&;c;edmg | Exceeding R5m
All breaches of the abava Tmits to be reported lo the Audit Committee
Note: The above limits are aggregate desk fimils
Buy and sellback and self and buyback transactions (Expressed in nominal termns)

Approval ' Deputy :

Traders and
ii:lhority Senlor Traders Chlel Trader Treasou;'é;:eFront Group Treasures GCFO
Grou Up to but not Up to but nat Up to but nol Up to but not Exceeding R1
P exceeding R250m | exceéding R500m exr:'eedi_ng_RTSOm exceeding R1000m | 000m
g‘r’rﬁb"" 2 weeks 3weeks 1 month 1 month > 1 month
Delegation of Autharly Framework — effectve 1 Junas 2013 Page 10
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All braaches of the above lmits (amaunt or tnure) (o be reparted to the Audit Cemmitfee.

Approval limils are per iransaction/event

279

5.24  Forelgn Exchange Spot Transactions Operational payments, not refated to hedging, early take ups or
extenslans (expressed in USD equivalent)
Approval Deputy
Authority Traders Chief Trader Treasurer: Group Treasurer GCFD
-~ Front Office
Up o but not Up to but not Up to but no
exceeding an exceeding an exceeding an Up to but not . .
Exceeding a dai
Group aggregate agoregate aggregale excesding 2n equlvaleﬁ of $2I5y0m
equivalen! of equivalent of equivalent of aggregate of §250m (desk total)
$20m per day $40mperday | $100mperday | perday (desk lotal)
{desk fotal) {desk fotal) (desk total)
All breaches of the above imils to be reported to the Augh Committea,
525  Forelgn Exchange Hadglng Transactions New hedges or re-afignmant of existing hedges {expressed in USD
equivalent)
Approval Deputy Treasurer
Al.';!hority - Middle Office Group Treasurer GGFO
Submisslans not Submissions not exceeding L .
Greup exceeding $10m $100m Submissions exceading $100m
Tenura ll\\ldz;;xsceeding ® Not exceeding 3 vears Exceeding 3 years
Allbreaches of the abave fimits (amount or lentre) o be reporled to the Audit Commitee.
526  Foreign Exchange Hedylng Transactions: Extenslons, eardy take ups {expressed in USD equivalent)
Apgroval Deputy Treasurer:
it:thunty Traders Chilef Trader Froat Office Group Treasurer
Neot exceeding an Not exceeding an Ncl exceeding an .
Group sogregate equivalent | aggregale equivalent | eggregats equivalent E?;?Egmgp:: ;g?r[zgezf
of §20m per day (desk { of $50m per day (desk | of $100m per day fotal)
totah) fotal) {desk fotal}
Alt breaches of the abave limits to be reported to tha Audit Commitiee, i
Note: Where no specific limif is mentioned, the FRMF policy on foreign exchangs rate risk will apply,
527  Approval of FX hedges to he hedaed by externat suppliers on their balance sheet for goods/senviges to be

delfvered fo Transnet in respect of Rand agreements involving forefgn content

isg:g:i;l; - Traders Chief Trader Deg;tgn‘{g"%i‘;m: Group Treastirer
Mot excaeding Not exceeding ot exceeding .
Group $10m $25m $50m Excseding 350m

All breaches of the abova limits to be repoded o the Audit Commiliee for noting.
The ebova Timits are apriicable per agreemenl,
Note: The Business Units must afways obtain quotes on FX forward rates and lialse with the Treasury Trading desk
that vill verify the rates o ensura i is market releled. The Business Units can only enfer inte the FX hedges with ihe

supplier onte the rates are aaceptad by the Treasury Trading desk via e mail. Once the above appmvds are obtsinad,
the Treasury Traders will provide sign off on the rate acceptance.

Delegation of Authority Framework ~effecive 1 June 2013
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All breaches of the abave limits o be reporied to the Audit Comimitiea,
iNole; Where no specific §mitIs menfioned, the FRMF policy on interest rata dsk will apply.
The above limits are applicable per hedging submission.

} 528  Inferest Rate Risk Hedging

' { :ﬂf;:;:; - Notional Amounts Group Treasurer GFO

' National amounl of hedge expressedin | Up fo but not exceeding -,

3 Group USD (X lgans and leases) $100m Exceeding & 100m
' Notionat amount of hedge expressedin | Up ko but not exceeding R -

) ZAR (ZAR lozns and leases) 900m | Bceeding £ 1 000m
] Tenure Nol exceeding 5 years Exteeding : years

Hedging of fuel risk exposures {commodity risk)

) i ﬁﬂf},r:;?; — Group Treasurer GGFO
7 L Tenura Nol exceeding € months Not Exceeding 18 months
—— Notional hedge ;
"1 ) expressed in RAND | Vot exceeding R250m Exceeding R250m
! AXbreaches of the abave Emits to be reported 1o the AUaR Commitiea.
)

Note: The maximum hedge should nol exceed 756% of annual budgeted consumption Inclusive of energy ! vy income,
The ebova limits are applicable per hedging submission.
" Note: Where no specific limit is mentioned, the FRIMF policy on commadity tisk wili apply.

. 5210 Granting of InterTransnet Leans (Interest-bearing only) to divislonsisubsidiaries
Qﬁﬁ:ﬁ:ﬂ - Del;,':?ﬂ?g;;"'am: Group Treasurer GCFO
. . Up fo but not Up to but pot exceeding .
. Operating Division exceeding R750m | R1000m Exceeding R1000m
{ ‘n Up o but nat Up to but not exceeding .
| i’ Subsidiary exceeding R16m R25m Exceeding R25m
s These above limils are cumulative per financial year.
’ j‘ Letters of Credit
) Approval Deputy Treasurer:
f N Authority — Front Office Group Treasurer GCFO GCE
e Up'io but not Upicbut nat Uptabut not .
! ) o Transnet exceeding R100m exceeding R200m exceeding RIN0m Exce: Jing R300m

;- Allbreaches of the abave Emits fo be reported to the Audil Commitiee.
} ‘The abova limits are per latter of cradit.

: E Funding Portfolle

l | NOTE 1:
1

f NOTE2:

z
l } 529

Only dedivalives approved In terms of the applicable Financial Risk Management Fra:-awok and - -
subject to such limits delermined in accordance with such framework may be utilised to hede- . any risks,

The total nominal funding amount per financid year In raspect of Bonds and any o ar funding
transactions shalt ba as deteymined per Board approved/Board emended Funding/Bomowing Jfan.

NOTE 3: A, Signatories mean, subject to such approvals by the Board and the Minister of Finance a lems of
Y secfion 66 of the PFMA os may ba epplicable, the Group Treasurer and any other officer ¢ lesignated
Ly ' In wiiting by the GCFQ.

[N
l B. Signatories mean, subject to such approvals by the Board and the Minister of Finance 1terms of
section 56 of the PFMA as may be applicable, persons so designated in \}ﬁﬁng by tie Grour Treasurer,

MECEE—
Celegafon of Authority Frasfewors - effectivg 1 June 2013 Page 12
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5212 Loanffunding documentation approvals per instrument per financial year

Approval Authority — Group Tregsurer GCFO GCE
Tapping of bonds - Naot exceeding REbn € ceeding R5bn
{Efectronis signatures are {~‘actronic signafures are
utilised on pricing v’ ised on pricing
suppiements as per sfanding | & splements as per
approval) ¢’ \nding approval)
Bank Loans (including Up fo but not Up to but not exceeding £ ceeding R2.5bn
ovemight facilifies) exceeding Ribn R2.5bn
Commercia Paper Not exceeding R5bn E ceeding R5bn
{Electronic signaturss are {7 ectronic signatures are
ufiiised on pricing L ised on pricing
supplements as per standing [ s. plemenls as per
approval) 5 inding approval}
ECA supported funding Up to but not Up to but net exceeding Ribn | E zzeding R1bn
excesding R250m
New bond Issues (in appraved | - Up to but not exceeding Ribn § E ceeding R1bn
funding plan}
Development funding Up to but not Up to but not excesding R1bn | E ceeding Ribn
exceeding R250m
Foreign funding - Up to but not exceeding R1tn | £ ceeding R1bn
Any other source of funding not | - Up fo but not exceeding Ribn [ E ceading R1bn
stipulated above
The above is further subjected to the icflowing annual aogregale Imit
L sted te the annud
R1.56n Ri0bn B ard approved
t rowing plan *

The abave is subject lo the following;
s Be execuled in accordance with the approved strategy as incorporated in the Cerpors 2 Plan {ncluding any
approved amendments),

»  Bewilthin the laid down cash holding Eméts of Transnet.
v Allbreaches of the above lmits fo be reported to the Audit Commitiee,
= *The GCE can increase funding requirameants up to 10% of Board approved bamowing 3tan and needs to be

satified by Board,

5213 Signing of legally binding agreements In respect of Treasury related activities

(Including ISDA, ISMA agreements and Bank facilities)

authority.

Only the GCE and/or the GCFO have authorily o sign, The Group Treasurer may Sign wilh - specified delegation of

5214 Counferpzrly Limits; Setting of Limits

Approval Leval

Group Treasurar

GCFD

GCE

Br . Awdit Committee

Cc ater  Parly Risk
Lim, 5

Prica Risk Limils <R25m?

Price Risk Limits £
R250 m?

Price Risk Limils <
R500 m?

Recommendstion of Bend
Issue and Bond lssuer Limits

Approval of Bond Issue and

Bond !ssuer Limils

Retommendation of
Setlement Limits2

Approvai  of
Limits?

Setttament

Recommendalion of imits

where Transnel is exposed to

Approval of limits where
Transnet fs exposed fo

.
|

Delegation of Autharity Framewark — effactive 4 Juna 2013
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counterparty issuer risk as a | counterparty Issuer risk as &
resuff of advance paymen! | result of advanze payment
guarantges, peiformance | guaraniess,  performance
bonds, retenfion bends ete. | bends, retention bonds ete.

issued  under  supplier | isswed wnder  supplier
agreemant/cantracts? agreement/coniracts?

Note: Where no specific fimit is menfioned, the FRMF policy on Counter Party Risk wilil oply.

Notet: The approved counterparty risk may be utitised for price risk, investment risk 2s v Jf 2s issuer fisk (in respect of
advance payment guarantees, performance bonds, relention bonds etc.) as lor  as the sum of the individval
exposures ramains within the overal) Audit Commitiee approved risk limit.

Note® Settlement risk limits are set af 1.5 times the approved counterparty fimit es stip. sted in the FRMF and will be
approved with the counterparty fmit,

Note % in respec! of counterparties not approved by Audit Commitiee

Appoiniment of Commerclal Bankers and the Opening of Bank Accounts

Group Treasurer GCFO

Approval of  ew bank accounts and the
appointment ¢ 2ankers and the approval of 2t
documentation  relating to such accounts,
including eleet: nic banking documentaticn.

Recommendztion {o open bank accounts

Al 0D/ and the appointment of bankers.

There is no delegation to any OD/SU to eppoint comme & bankers or fo open bark

Process fo follow | o vts, domestically cr intemationally; only the GCFO may 1ake such appointments.

Establishing fmancial policy with regard to Insurance

Authority Level GCFO afler consuling wite Chief Risk Officer, (Insurance

role moved fo Group Tr: sury sccording lo the PWC
Benchmarking Exarcise Rec 1t)

Buozrd Risk Committae 16 approve.
Authorisation of cheque signatories, Testkeys and EFT's

Signing Cheques Two A signatorias or one A : 1d cna B signatory

Signing Test keys for paying/receiving Two A signatordes or ong A - 1d one B sianatery

Electronic transter of funds Two A signalories o one A - 1d one B signatory

Payment instructions and confirmation notes

Sigring payment instructionsf recelpts/ seftlement

nstuclions: Two A signalories or . e A and ona B signatory

Signing confirmation noles in sespect of approvéd

finandial Iransactions executed: Ore ; signatory

Approval of Annual Borrowing Plan

% yard

Group Approve the annua borowi 1 plan for execuiion by Treasury

Annual barrowing plan fo be recommended by the Group Treasurer, GCFO and the A {it Committea for zpproval by
{he Boand,

Autherisation to entar into binding fransactions

Groug Treasurer

Authorise Treasury employ= s lo enter into binding financial
transactions on behalf of the Transnet

Group

e T ]
% ienaBon of Authodly Framework - effective 1 June 2013 Paga 14




) TRANSN ET-REF§[§I%E-00562

[

[

i’ 5221 Issuing of Guarantaes (subject to requirements of section 66 of the PFMA)

Group Treaspter GCFO GCE Board
Up to but not exceading | Up 1o but not exceeding | Up to but not . :

Trensaet | poem R200m exceeding R50gm_ | E¥ceeding RSO0

All breaches of the above fimis to be reported to the Audit Committes,

Limils are per fransaction.

' 5222 Issuing Letters of Support

R R

Board
Group Only the Board of Directors has authority to issue letters of sup -t

—- - 5223 Issuing of securify per fransaction (subjact lo section 66 of the PFMA)

Group Treasurer GCFO GCE Boar |
: - | Growp Up to but not Up o but not exceeding | Up fobut not Exzeeding R 000m
Yoo exczeding R250m | R500m excaeding R1 000m
& The zbave fimits are per transaction, All breashes of the above fimits to be reported fo the Audit Committes,

i 5.224 Advance Payment Guarantees (APG) and Performance Bonds (PB} In Supplier Agreements

'

P e R e, Lt

0D CFO Treasury Group CFO

: : . Up tobut not exceeding | Up fo but not exceeding Exceading R75m
i Nofional Value Ro%m R75m

I e Issuer Acceplance Allissuers Al lssuers

= Tha fimits are cumlztive per 2nnum S
! « The OD CFO is required fo obtzin fegal acceptance from the Divisional Legal Departmerd and + Group
' Legal in respect of 2l APGs and PBs
= APGs and PBs should be constructed in @ manner that they become payable on demand
: « The minimum long term credit rating requirements mey not be less than
E © A- from Fitch Ratings or Standard and Poars or
; o A3 from Meody's
© Issuers not raled will not be accepled .
o Group Treasury may also consider an equivalent rating from olher recognfsed rating ag ndes as
contained in the FRMF

: Delegation of Authority Framewerk - effective 4 June 2013 Paga 15
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1
i 53 Finance
! 5.3.1 Bad Debt Write-off
; Trade Debtors
i
: Approval OD Exeo/CE' | TFR Exco/CE Group Excol Audit
! Authority — | excluding TFR GCFO GCE Committes Board
i Operating Up fo bt nct Uptobutnol | Uptobulnot | Uptobutnot | Uptobutnot Exceadi
i Divislons exceeding exceeding exceeding exceeding exceeding RE00M ng
| R10m R20m R100m R250m R500m
Appraval Transnet Group Exco/ | Board Audit .
Authority Group Exco Member CaplciGCFO | GCE Committee | 203
. . - Upfobutpot |Uptobutnot | Uptobutnol .
Eﬂﬁglahsi ggrl: bt ot exceeding excoeding excesding exceeding E)é%%?;’lﬂg
: R100m R250m R500m

*Approval firits are R10m and R20m for TFR per transaction subject to an annual cumuative it of R50m and R100m
far TFR. Spaciafist unit imit is R5m cumuative per annum.

i \1-,' 5.3.2 Setting of limits for credit facifities (Trade debtors)
; Divisionat oD
Approval GFO ExcolCE*
. Authorify — excluding excluding TFR CFO TFRGE 6ero GCE
TFR TER
. Upfobulnot | Uplobuinot | Uptobutnot | Upiobulnot | Up e butnot
gﬁmg exceeding exceeding exceeding excaeding excesding %%%fg]"g
- R10m RZ0m R108m Ri50m £300m .
; ; Uplobutnot | Uptobulnot Uptobutnot | o =
‘ ﬁﬁ;‘:anﬂ exceeding exceeding na na exceading RSBﬂmmg
R5m Ri0m R300m
Limits arg per individual customerfciient. Credit limits are to ba reviewed on an annual basis, The limits are applicable
subject to the division foflowing the credit evaluation precess.
Internal imits between ODs ars nof appicable.
: 533 .Issu!ng of Credit notes
‘:ﬂ&"::?; _, | Divisionaicro 0D Exco* GCFO GCE
Operating Up to but not Upto but not Up 1o but not exceeding .
F i xceed
) /i ) Divisions exceeding R10m exceeding R20m R300m E ing R3Im
= Specialist Up tobutnet Up ta but not Upto but not exceeding .
Urits exceedngRom | _ exceeding R10m R300m Exceeding R300m

Limits are per individual esedit nols and relates to external parfies, |ssuing of credit notes regarding Infemalinterdivisional
transactions must be within the contrl of the divisiona CFQs,

* Excludes the praduct reconcliafion procass at Transnet Pipelines where the Divisicnal CFO™and Ohisional COO
approve kransaclions arising out of the produd! reconciliation process.

Delegation of Authority Framewor - effeclive 1 June 2613 Page 16
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5.34 Exceeding the operational expenditure budget In total for the year (Operating Divislons/Specialist Units}

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

Approval Autharity — 0D CE* GCFO GCE Boarc
Up to but not Up to bulnot exceeding | Exceeding 7.5% of

Operating Divisicns exceeding 5% of 7.5% of approved approved budgettoa | >10%
approved budget budget maximurn of 10% ]
Up 1o but not Up ta but not exceeding | Exceeding 7.5% of

Specialist Units exczeding 5% of 7.5% of approved appraved budgetto a > 10%
approved budget budged maximum of 10% |

* Ta ba reported quarterly to the GCFQ and GCE together with mitigaling action plans to ensure that key financid meti 35 - ———
ara mainfained or met,

Delegations for eperational transactions that are foo detailed to includa In the Transnet Delegations of Authe- ty

Framework will be defermined and applizd in terms of the details set out by the CE/IGE In conjunclicn with e
CFD of the respective ODSU.

54  Procurement

All procurement transactions (including reverse logistics — selling of goods) must fully comply with the approved Trans
Supply Chain Policy and Procurement Procedures Manual (PPM), as well as the Transnet Capital Projects Construe:’
Procurement Palicy, Processes, Procedwres and Methods {CPPPPM) where applicabla — Any commercial sgreement -
the purchase of goods or services) must ba signed off by an avthorised employee of Supply Chain Managem
{Procurerent) prior ta signing of the contract o indicate that 2l he steps es per dause 5.5 below have been foliov.
and that 2Nl procurement relsled guveinance s been achered o,

54.1 Appointnent of Consultants

t.agse

Board. ]
Approval Group Excof Acqulsitions
Authority —» |  ODCE' GCFO GCE and Disposals Board
Committee |
Dperating Efc‘e‘;gi‘:g““‘ Up o bt not Up o but not ;’f;‘;;‘:g“‘“ Exceeding
Divisions R75m exceeding R50m | exceading R200m R300m R300m |
Board
Approval Group Exco Acqulsitlons
Authorify — Members Gero Gce and Disposals Board
Commitlee _
Specialil | oo Up tobutnet U to buf ot UPIoOBANG | yreeding
Units excseding R50m | exceeding R200m R00m 9 R300m
.“Appioval fimils are cumulalive per annum. Excludes appointment of consuliants to perform feasibility studies for cap! T
projects,

Dielegzfion of Authorily Framewrk — effecive 1 June 2013 = e
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; } 54.2 Approval to approach the mi= ket for Open Tenders
[}
r . Board
: Approval CBCEar | Acquisitfons
* ] Athority— | TGP GE gesco GCFO 6CE | and Disposats | 20ad
i Committes
X , Up tabut
. Upio but no: Uptobulno! | Upiobut not . | Up to but pot
I . gfﬂe';;? excesding exceeding exceeding ::::ee " exceeding Exzcaeo%i;ng
RA50m RE25m R750m "8 | R2000m ‘
. R1000m
. . Board
. : : : Spectalist {1t o e
l Approval HOD | GGSCO GCFOD gee Acquisitions. | 5 o
- uthority — ! and Disposals
(budget ow:zr) .
Cammities
Up tobul
< - Up o bul ne- | Uplobutnat | Uptobutnot Up to but et
I, f ..! ﬁﬁg:ﬁ"ﬁ exezading exceeding exceeding Z;t:eedin exceeding :xz{é%%d;ng
R R75m R525m R750m 9 | R2000m
MY R1000m
l ) *The OD CE may only delec Ae these powers 1o go o market with Open Tenders to Hesads of Procurement. The ]
Requisition (or Request to Pu-hase) jssued to Procurement must be approved by the OD's Budget Owner or his duly &
- authorised delegate. Such 2 woved requisition or Request fo Purchase will signify thal ihe acquisifon has besn
approved and that the necessz y funds are avaflable, . (\__ '
Submissions requiring approve of the GCSCO or higher must also Inclede 2 procurement strafegy docurment, signed off l N—
by the person with the delagat={ autherity. N
# The Requisition {or Request 11 Purchase} issued to Procurement must ba approved by the Specialist Unit's HOD or his ‘31
duly authorised delegate, Suc* approved requisition or Request to Purchase wil signify that the suqulsition has bsen
} approved and (hat the necaessar r funds are avallable,
Submissions requiring apprave of the GCSCO or higher must also include a procurement strategy docoment, sigred off
, by the person with the delegate | authority,
) 543 Approval to approach the m wket for confined tenders: Confinement ol tenders {not subject to the quotation
system)
Board
. Approval - .
QDCEand T P Acquisitions
- CL ﬂlmoﬂly GE GCSCo GCFO GCE and Disposels Baard
17, Commiifee
. Up fo but not Up 1 but not
gﬁ: Srir:;hnr;g MR Nil il exceeding exceeding E’:‘;O%d;ng
R250m R1000m
Board
Approval "
. Croup Exc: Acquisitions
_ fluhnnty Members GCSCo GCFO GCE and Disposals Board
Committes
: Lip fo butrot Up fo bud not .
ﬁ?ueg alist Nil Nil Nil exceading exceeding %Egﬁ:‘ng
R250m R1000m
o The Emits are per lransaction/ce sfinement, All requests for approval of confinemants must be mada by the 0D CE/Group
Exca Member to Ihe GCE. The 2D Speciafist Unit shall prepare the submission in collzboration with Transnel integrated
supply chain management §SC 1) lo ensure that the rules for confinement are met.
In instances where confinemer. s confidentia! the GCE may approve such confinement withaut the confinement request

being routed via any ciher authy. 1ty

l Detegation of Atthority Framework - efecive 1 ma 2013 Page 18
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5.4.4. Managentent's infervention o address non-compliance with procurement policies and ¢rocedures

Beord
Approval feit
Authority | 0P CE and TCP GCFO GCE "":q;i‘s“i b and Board
—_ SpC .I 5
Comr itee
Cperating Nil Nit Up to but not Up fo but -at Exceeding
Dnisions exceeding RB0m | exceeding R1000m | R1000m
Borrd
Approval .
. Group Exco Acguisiti sns and
Authority Members GCFO GCE Dispcsats Board
e d .
Comr. ittee
sU Nil Nil Up to but not Up to but ; st Exceeding
exceeding RS0m . | excesding R1000m | R1000m -

A requests for ap]ﬁrﬁval of nnn-compﬁamérmust be ma

being discovered,

de by the OD CE/Group Excc member fo the GCE. The
OB/Speciafist Unit shall prepare tha submisston in collaboration with Transnet ISCM to z1sure thal the nies for the
addressing of nen-compllance are mek. Togsther with the application for approval of non-te: \piance, the reyuestor mist
advise on the stepsicorrective mezsures taken to avoid a repeat of the transgression within 30 days of the transgression

5.45 Establishing Procurement policy (opex, capex and disposals)

| Authority Level

| Boand Acquistions and Disposals Committee

54.6 Procurement process approval

NOTE: Each OD/SU will have its own main Acquisition Council {AC) which will consider and approv.. 21 procurement processes,

as wefl as the dispoesal of scrap, faling within ifs jurisdiciion fom R2 millon, but rot exce :ding R500 millon, Thisls ...

subject to the discrefion of the GD/SU CE to lower the R2 miffion thresheld, or to crest- Secondary Regionallocal
Acquisiion Councls. The 0D/SU CE may =lsa delegala cerlain process approval powers o the relevant Manager for
matters below the Secondary Acquisition Counclls' delegation. Transactions exceeding e OD/SU CE's Delegaled
Powers will also be considered by the OD's main AC for recommendation lo the higher apo: val body (e.g. the BADC). i
it concurs with tha recommendation, the matter vill be refemed 1o the relevant person/sin shure with the delegafion of
guthorily for approval. Should any process approval body not agree with the recommer dation, the matter musl be
referred back to the recormmending officer(s) for reconsideralion or re-motivalion.

0D and TCP GCFOD GCE Board
et | st | S o |
o Main) Acquisition Officer : and Disposals
Councils Commities
Opereting Up o but Uplotut Up te bu not
Divisions | Uplobulnotexceeding |  Uptobutnot ot not P e Exceeding
including " R450m exceeding R525m | exceeding | exceeding 8;2000:39 R2000m
TCP R750m R1000m
Aoorova Specilist Uni GroupCHef | OCFO O
PRIOVE | (Secaondary andlor Main) | Supply Chein a Board
Authorly | ™ acqulsition Councils Officar Pisposals
Committee
Specidlist | Up tobut not exceeding Uptobut | Uplobut 1. ol
Units R5m subject o the Up ta but not not not P evedinn | Exceeding
excluding tontract pariodnot | exeseding R525m | exceeding | exceeding %mg R2000m
Tce excaeding 5 years R750m Ri00Om 1
| !
Dieteqation ol Althority Framewrk - effective 1 June 2013 Page 18
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55  ContractslAgreements

NOTE%: Any person who has besn authorised to execufe any fegat documents including desds, leases,

zsslgnments, confracls, appfications, finandal Instruments, edemal submissions fo or cn behalf of

Transnet andfor ts OD or any other legal documents may only do so with the prior advies of the

: ( relevani Legal Senvices department as sat out in the Transnet Legal Policy,

NOTEZ Unless otherwlse indicated in the authorifies below, the authorily to execwle a contract or other
binding document camies with it ike awthority fo cantel or modify #, but onfy with the prior witten
advice of the relevant Legal Sewvices department as set out in the Transnet Legal Policy and it
relzfes o Procurement Conlracis, the approval of the refevant Acquisition Council {as per the
Prozurement Procedures Manual - PPM),

NOTE X Any person authorised ta enter into an agreement/contract or other binding document invohing
capital expenditure must have chtalned prier financial approval in terms of the procedures set out in
5.1 prior fo entering into such a CAPEX contract,

NOTE 4 Approva limits are per Yrensaction/contract,

NOTES: The suthority to execule a contract or other binding document camies with it the understanding that
an authorised payment required thereby will be made once proof of receipt kas been oblained. No
person is authorised o obligate the company to an amourt greater than such payment or create more
onerous obligations than those contained in the confract or cther binding documenl. Increases lo the
original scopa of the binding document mus! be supported by authedsed amendment.

} NOTE 6; In terms of tha PPM alt amendments lo contracts must be approved by the Manager (.e. 2 person

I with the relevant defegaled pawers) who originally signed the inifial conlract as well as by the relevant
Acquisition Council where the amendmant sxceeds 10% of the origina contract value,

} For higher value confracts (i.e. those signed by the operating divisian’s CE, tha GCFO or GCE), it is

g advisable to oblain a writfen mandate from thal officfal empowering a delegate to administer such

l contract and to efiect changes to such con'rac! not exceeding 10% of the initially approved contract

: J value,

55.1 Enterinto and slgning of ContracisfAgreements and award of business: (Including the sale of serap)

Group Board
Approval Chief Acquisitions
Authority QD CE and TCP GE Supply GGFQ GCE and Board
L —~ Chain Disposals
L Officer Committee
-l Uplobut Uptobut | Uplobut Ug 1o but not Exceeding
Operating | Uptobut not exceeding | not not mat e;; gedin R2000m
Divisions | R450m exceading | exceeding | exceeding R2000m g
RSZ5m Rysim RI000M
: i Group Board™
i Approval Specialist Group Chief Acqulsitions
. Authorty | CE Exco Supply GCFO GCE and Board
: l | — members Chaln Disposals :
¢} CHicer Commiilee
‘- Up to'but not
! Spocafat | 2009 | [Upobut | Uptotut | Uptobut | Uplobut |y _
i units to Ihe contract not ot nat nat evceedin Exceading
excluding perod not exceading | exceeding | exceeding | exceeding R2000M g R2000m
l TCP, exceeding 5 R30m R525m, R750m R1000m
. -) [ )'Bal's 1
. . e
I 1 Celagation of Auharty Framework - elfective 1 Jims 203 Fage 20
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Values are per contract for the full ferm of the conlract (Total velue of contract excluding VAT) on conditlon that
approval has been cbtained for the relaied expenditiss war the peniod. Please refer to the conditions stipulated below.
Payments Once the decislon o confract has besn Issued, contract execution will ba govemed by the Opersiing
Divislons, including the payment process provided that if:2 con'ract amount Is nct exceeded.

5.5.1.1 Confracts > R300m, Including Transnet's top 60% vatue opex ifems and capex contracts

Pricr to entering Into & high value {greater than R500m) / highly complex contract {2specialy for Transnel's top 50%

value opex flems as dealt with by Transnet ISCM Stratzgic Sowcing commedity feams), any authorised official must

{first lifse with 2 muli-disciplinary team of expers at Transnst Corporate Office, who should each sign off on the

following parts of any agreemeanticantract or other binding document:

¢  Group Legal Services - enlire document

s Transnet GCFO fo sign-off after sign-off from th finance depastments {Group Finance/Reporting, Finanda
Planning, Tax and Treasury).

s Confracls less than R450m mthn Ihe CD's limit «f authorly, require a similar process as set out abava lo be
followed by the relevant 0D,

, \1 5512 Intemational Contracts/Agreements {alf contracts)

[

"

e — . B

w ] i s Approval fo erfer ino an agreemenifeontract or cther binding document involving foreign currency expesure
(inckiding 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 fo enter into the coniracts that may result in foreign
CUTENCY axpostie,

» The duly authorised officia must obtain prior writt=n approval In respect of FX agreements above R5Cm from
Graup Legal, Croup Treasury, Group Tax and Group Reporfing, bath where the contract will be concluded in
fore’gn cumrency and especially In such cases where foraign contracts wil be conduded in South African Rand, as
this may expose Transnet fo an embedded deriveive. All FX agreements abova R100m must epart from the
gbove also obtain wiitlen approval from the GCFG.

5.5.2  Enterinto and Signing of Revenue Confracts!/Agreemsnis and authority o issue binding quotes locally:
{excluding lease contracts and the sale of strap)

i
)
?
|
!

Limit per Annum Limit per Apnum per | Limit per Annum | Acquisitions and | Limit per Annum per
percontractupto | contractuplo butnot | per contract up Disposals contract and
Approval but not exceeding exceeding ta but not Commiites contracts exceeding
Authority §years §years exceeding Limit per Annum Syears
— Syears percontratt and
confracls
o exceeding
5 "‘j ¥ Syears
' ' Opersling | Upto bul el Up to bt not exceeding L’f;"g;’,:;"‘ gfcm‘“ Exceeding R3000m
‘ Divisiens | exteedingR300m | RE00m R000m RI000m
| Specialist Unlt CE GCFO GCE Beard Board
. Umit per Annum | Limit per Aanum per | Lmit per Aanem | Acgulsitions and | Limit per Annum per
; percontract uplo | confractup tobulnet | perconlractup Disposals "] = confract and
l._ Approval but not exceeding exceading fa but not Committea coniracts exceeding
, Autherity Syears 5years exceeding Limit per Anoum 5years
: —_ Syears per contract and
contracts
(- exceeding
5 years
: ] Spediaist | Upto but rot Uptotutrotexceedig | pRo0hPt | URE ARGl | Exoeedng RSl
a unlls exceeding R10m RE0Im Ri000M RA0G0IM
l * Transne!l integrated customer agreements where a service Incorporates more than one divislon must be signed off
' J by the GCFO and the Group Executive: Commercial i1 addiion lo sign off by the OD CE's, up fo but nol exceading
' revenue of R500m per annum not exceeding 5 years.
e e
; Delegation of Authorlly Framewerk - efieclive 1 June 2013 Page 21
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« I the contract period is befow 12 months the confract value is to be annuslised and the delegated authority
required lo approve the fransaclion will be determined by the annuslised amount.
= Alllimits indicated above are exclusive of VAT
s Board approvel is required if ANY one of the fcllowing timits are exceeded:
o The confracl period exceeds 5 years

o The annual value of the contract exceeds R3000m.
o The lotal value of the confract over the contract life exceeds R15000m,

553

Enterinto and Signing of Revenue Contracis/Agreaments and authority 1o tssue binding quotes intem ationally
including cross border contracts: (excluding laase contracts and the sale of scrap)

GCFO

SNEF-REF-BUNDEE-0E565--

GCE Board Acquisitions and Board
Approval Limit per Aanum per | Limit per Anpum per Disposals Commitiee Limit per Adnum par
: Authority contractupfo butnot | contractupto but Limit per Annur per tontract and contracts
i - exceeding nol exceeding confract and contracts exceeding
. §yoars Syears exceeding Syaars
: \ S years
; Operaing | Up o butnot excaeding | Up fo but not Up fo but nol exceeding Exceding R3000m
N L5 Onislons 7 R500m exceeding RI000M | R3I000m
e GCFO GCE Board Acqulsitions and Board
'r’ } Agproval Limit per Annum per | Limit per Annum per Dlsposals Committza Limit per Anstum per
Authority contraciuptobutnot | contractupto bot Limit per Annum per contract and u_:nntracts
. exceeding not exceading contract and contrects exceeding
S years §years exceading Syears
. 5 years
| Specialist | Upio bt nol exceeding | Up tobutnot Up to bul net exceading Excepding R3000m
I - unils R500m exceeding R1000m R3000m
Internal Contracts

i 5.5.4
l

: Contracts befween divisions such as service level agreemenls and project specific agreements may be enfzred into
_ between OD CE's,
: ! 555  Property and Lease Agreements
|
' - All external Property Leasa Agreemenls {exchrding vasart land) as well as other expendifure leases.
' Transnet Bozrd
ObCEapd -
: } Approval Property GE Acquisitions and
; Authority —» |  TCPGE Gero GCE Disposals
, ) e Committes
Bt Uptabutnol | Up tobut not
X Opersfing | excesding exseeding Regm | P oSOt | UPOEULISL} geting Retom
: ]‘ Divisions R15m anmualised R00m fil erm | RE00M ﬂa'n term full term
’-! annusised
: Tenure not Tenure not Terure not Tenura nol Tenure excesding
! axcesding 5 exceeding 5 years | exceeding 10 exceeding 15 7T 15 years
. years years years
. o Tenders that include afznationfleasing out of fand for a period longer than 5 years must ba submitted to the GCE
| for appravat prier {o going oul ontender or RFP.
= Cession of leases: All cessionor assignment of Lease agrasments shall be approved by the Group CFO or Group
Execulive: Transnet Property, For cession of jeases 2t OD level the Chisf Execuliva of the respedive OD may
approve cession of assignment of lezse agreements.

Cession cf lease agreements wilh a change o material terms of the existing lzass 8.0, extension or shortzring of
the leass perind, change of rental terms efe. may be approved in terms of the above limits 1.2, where the eriginal

|ease was approved in ferms of the delegaled autharity above, changes of matedal lerms In be approved by the
same approval body,

Pm?Z

Delegation of Authority Framework « effecve § Jurs 2013
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All external Lease Agresments {» 5 years) of properties on land/properfies acfjacent to other fand/properties of
ODs endfor belonging o Transnel Property, must be communicaled and agreed with the reievant
division'Transnet Property before entering into any Lease Agreements,

Allieases for vacant land may only ba approved by the GCE with the abovs fimits for the GCE appfcable ie. if the
lease value exceeds R500m or the tenure exceeds 15 years then Board Acquisticns and Disposals Commitee
approval is fequired. For the purposes of this transaction vacant fand is considered to be undsveloped land.

la cases whera vacant land is feased cut with #s own renta premium applicable to # and 2 separate rental
premium for improvements located on tha portion of the same leased site, athough part of ona lezse transaction —
to the extent that the proposed lease has leftable vacant land, the GCE shall approve such leasa transaclions in
line with his Bmits of authority as stated in the table ebove.

tnlerdivisional leases for wecant land may be enlered into and signed by the respecive
OD CEs/GE: TCP/GE: Transnel Property.

Special Delegation to apply o the CE of TNPA in compliance vdth the National Perts Act of 2005 25 amended.

Internal leases between Transnet Property, Operafing Divisions and Speciaist Units may be signed by the CEs of
the respective ODs/SUs.

e e ]
Detagaten of Authorlty Framework — efiective 1 June 2013 Paga 23
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56.1

8.6.2

5.8.3

554

Lagal Services

5 At i e R ., S B Al L _ﬂm‘...w*W-,ﬁuMR%NW
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NOTE: The provision of legal servizes must be in accordance with the Transnet Legal Peficy. In respect of aX litigation
the bearer of the authority may, after taking legal advice from Transnet, executs all documerts and do all
things necessary {o giva effect io hisfher authodszion incheding submissicn though govemance structures.

Commencing or settling any litigation, arhitration

Approval DDCE,
Authority — Divislonal Head: GE: Trznsnet GE: Group GCFO GLE
Legal and Risk Property and Legal Sesvices
GETCP
Up fo bud not
exceading R10m, Up ta but not
Operating Greaterthan R10m | Up fo bttt not exceeding R100m .
Divisions gfc:;g:’; “;Em but less than R35m | exceading with concumenca E’;%%fgmg
9 vilh concurrence of | R50m of GE: Group
GE: Group Legal Legal Sanvices
Services
Approval imits are per litigation matter and refdte o the setlement amount of thal parficular matter,
Commencement may be effected by an attherised person from fhe legal function
Any disputes with govemment enfies or where the oulcome of any [figatian, | Board of Diractors
arhifration or similar proceedings is kel to have a material effsct on the business,
financial condition or prospacts of the Company
Malters which pose a reputational risk {o the Company should be submitted for | Board Risk Commlitée
consideration,
Defending, subject 1o paragraph 5.6 zbova and Transnel Legal Policy, any | GE: Group Legat Services!
litigation (actions or applications) in court or any other compstent forum ODCE

Subject to the Transnet Legal Policy, the appointment of extemal advisors atfornays, advecates and any other

external fegal advisors .
ﬁﬂfh’g;x . 0D CE  GE: Group Legat Services GCE
gmeg?}nNG g‘;oh;-.bm ol exceeding Up to bul not exceeding R50m Exoeed'lng R50m
s;;?;:g:’éf:}‘f;? GE: Group Legal Services GGE
lslffedcsi?:lg; and gg{g’ but not exceeding Up to but not excesding R50m Exceeding R50m
Heads of Legal

Dielegation of Authadly Framewark ~ effecfve 4 June 2013
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5° Human Resources

INTRODUCTION
The Delegation of Aulhority for Hurman Resources provides for controls and good govemance in the following areas:
*  Organisation Management

Viy e

1
el

: & Personnel Appolrtments and Remunaration
; " »  Appolntrment of Fixed Term Contract Emmployees
: = Interim/ Ad-hoc Rerunerfion Adustments
: = Rewards / Awards / Exceptional Payments f Ex-grafia Awards
I ¢  Suspension of Employees
_ « Dismissal of Employees
: ] «  Mutual Separation Agreements
. «  Collectiva Bargaining and Trade Union Recagnifion
H s Deviation from approved Human Resourcas Policies
)i PRINCIPLES
- 1. Any approval in the Human Resources environment must be ablained from a manager who is at least two

hierarchical separting levels higher than the employee for whom authorization is required,

2. When acling In a higher capacity, deision for own porifolio or depasiment that wil crdinasily be recommended by
the acting incumbent must be referred to one teve! higher.
Whera an Incumbant acts for a period of longer than three months, the full powers of delzgation of the pesitien in
: ‘ which the person is acting, may be transfered to the acting incumbent.

Each OD may implement shricter delegations and increase the level of authorty above those set out in the
document, Any such change must ba in writing.
Board approval is required for the appaintment end remuneration of tha Trensnst GCE and GCFQ,
The Remeneration, Social and Ethics Commitiee {REMSEC) provides final approva for the annual reward
N altocation including the satary mandate.
Tha REMSEC provides fing} approval for the remuneration packages for Group Exco according o the DPE
! } Remungration standards,
‘ 8. All maiters relafing to the position of the GCE and GCFO are reserved for the Board and Shareholder Minister in
. line with tha Company's goveming legislztion and mandates.

. ABBREVIATIONS
] The abbreviaions used in tha Human Resources Delegation of Authority are sef out in the fable befovs,

3
[e—
;o o~

-
N

-----_----
: e

FA

Finat Approval

FA.CC

Final Approval for Corparate Centre

Racommendztion

Has provided advice

Consultation

Noting

Group Execitive: Human Resources

Chief Executive of OD of relevant Group Executive of Corporate Staff Depaﬂmant

General Manager: Human Resourees Enablement

General Manager: Group Employee Relations

General Manager: Human Resources al the Operaling Division

Line Management - General Manager

e e —
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The {able below ssts out the deleqation framework for Human Resources.

1 Organisation Management: Creation of New Positions / Change in Positions / Restructuring

»  No permenent or fixed term coniract position can ba created or the grade lével changed unfess the approved
Organisation Managemenf govemance was followed in respect of the evaluation of pasrtions and ratification of
grade levels.

=00t
1.1 Gmnp Exco {A 1evd) FA R
1.2 General Managers (B lavel) FA R R
1.3 Execulive Managers {C leval) A FA R R
14 Senior Management (D leve! FA R
and below) '

3 Lo . - - .
R W

2 Personnel Remuneration

» The REMSEC reviews the GCE's assessmenl of performance and approvesirecommends the remunerzlion of
Group Exco Members, Prescribed Officers and Extended Exco fo the Bozrd for approval by the Shareholder

¢ The rer:gunetatlun of the abovementioned category af employees shall bz in terms of the Remunerahon
Standards

« The appo!ntment and remurneration of s management level employees {levels A to F) will be guided by the
Guidefines and Salary Bands issued by the Group Remuneration Cffica, Thesa Guidelines and Salary Bands will
take into acoount the otcupations! specific categories.

s For managers in levels A and B the Group Remuneration Offica wil recumrnend the appropriate remunaration
bands based on markel informaion and internal parity. Approvai of the final appo:nlmenl and temuneration
package will be in terms of the defegations below,

« Each OD wil apply the Guidelines and Salary Bands when appoinfing end struchring tha packages of
management employees in levels C and befow, Approval of the final appo‘mmenl aqd remuneration package w&l
ba in {erms of the delegations below,

s After salary adjustments and befors @ maridate :s soughl far tha next ﬁnanc:al year. the Gmup Remuneration
Office will conduct a comparalive analysis of salares acnss ODs to inform the Group Guidelines and Salary

Bands of managers for the new financial year Aﬁordabtﬁty and the need I'or lrﬂsma! and externa! panty wﬂl inform
these guzdeﬁnes. i . PRES

i
K

f (21 Group Exco(A 1eve0 T T R

' 2.2 General Managess (B level) FA R R
l- : 2.3 Execufive Managers (C level) A FA R R

i 24 Senior Management (0 level and below) FA R

i * The Chairpersons of Remuneration, Stclal and Ethics 2nd the Corporate Govemance and Nominations Committees wii be

L. consulted by the GCE for the appointment of Group Exco Members {other than executive direclors), The consufiationr wil be hiough
' amemorandum submitied to the Chaipesens of the Commitiess

]

i ~

e
I

o L ___ T3
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3 Appolntment of Fixed-Term Contract Employees

A person appinted on  fixed-term coniract (for a specrﬁc penod of tlme orio paﬁo«m & spacific projed) must be
appointed Into 2 graded position,

=ﬂiz'§nﬁ=auum35vgu3csf A e
-.-.w_-l‘

.-.-a-

3.1 Coup Exco A Level)

3.2 Gensrat Managars (B level)

3.3 Execuliva Managers (C level)

3.4 Senkor Management {D level and below}

4 Counter Oﬁers and Interim Salary Adjustments

» in fine with the Group Remuneraion Philosophy approved by the REMSEC thers will be ;10 Intenm { ad-hoc
" remuneraion adjusiments,

If an emgloyes pfeduces a vritien and cument counter offer of employment with defais of the remunerstion

package, and Transnet seeks lo refain the employes based on the aiticality of the emplayee's skifl, an interim

adjustment of the employes’s current reruneration package may be offered in terms of the delegations below.

Any counter offer must ba in accurdance w‘lh the Croip Gmde!mes and Sa!ary Bands ]ssued by Group
Rernuner"ﬁcn., it ]

4. 1 ergExco (A LeveD N R
4.2 General Managers (B lavel) | R R
t 4.3 Executive Managers {C lavel) FA R R R R
3.4 Senior Management (D feved - B .
srd belork) FA FA:CC R

543 Intemal Rewirda! AWardsf Excepﬁonal Payment;{ Ex-gratla Award

_-"

Rmnandabwe

57 Between REm bulTl
exceading R10m

53  Belween R50 000 but
not exceeding RSm

54  Betwesn R20 000 but FA
net exceeding RS0 000 .

845  Upta but nod exceeding FA
R23 000

55  Upio bul not exceeding FA

R 1000 . RI1 R | R

Dalegafion of Authodty Framework = effectiva 1 June 2013

Page &7
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} 57 Suspensmn of Emp!oye

i 5.1 Group Exco {A level]
y 6.2 General Managers (8 levef) FA R
; 5.3 Executive Nanagers (G level] . FA R R
‘ 6.4  Serior Maragement (D level loF
H ]eve{}

6.5 Bamalning unit emphyess .- FA

e

I ] 7 Dismissal of Emplayees

I { \,), . . .The dismissal of amy emioyee for teasons of d‘smprne or incapacity musi ba preceded by a fair hearing in fine with

Transnet policies,
- P . The dismissal of an employee for operaﬁonal requla‘emenfs musi be preceded by a falrmnsul!ahun process.

= *GCE; GETATE

= fay .u's

FTTREr FEme

Gmun Exco (A level)
1.2 General Managess [B level)
1.3 Executiva Managers {C level)
7.4 Senior Management (D level io Flevel) . )
Iz 7.5 Bargaining unit empioyees FA R

g g Mutual Separation . T

Terms and cendifions and finandal setﬂemen! amounts of mutual separation agreemer:’ts for A =D Reles wil be guided
by the Guidefines issued by the Group Remunerahun Cfice.,

= LM'GM E
2 oy

B.2  Genera Manzgers (B level)
8.3 Executive Manmers (C level and balow}

ollms) bl

. '1‘} T n - - -
: _))-"" 8 Collective Bargé!ning and Trade Unlon Recogniﬁon

-

' 9.4 Conclusion of any Cuilecme Agreemmts FA R R R
i with Unions excluding shit patiems :

. 92 Mandate for salary end wage
i negoliafions FA R R R

|’L | 8.3 Recogaltion of Trada Urion and Signing

of Recognition Agresment N N FA R R R

{ 10 Deviatlan from Approved Human Resources Pol:cles and recemmendaﬁ gn of Gn'«emance related poli:ies

i -'-':‘.-‘—-*.f"‘;'“""" UJM!L Wﬁc“’"*‘“ﬁ&'-ﬁi ;G!&“ﬂi GCRES GCFD,— GEE ;‘E-IUDQQ.’E_E‘:.'“ THRZTE)
l. B ﬁi e et e e R Gl e 'GIL SERE
0.1 Anydewauonftcma Tramne! R Policy FA R R ;
1.4 10.2 Recommendation of Polictes 82 Group Exco FA '

| 10.3 Report all human capilal risks N R

3

} Delegatian of Autharity Framework - effective 1 June 2013 Pae A

OO;-0365-0001-0047
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I L 58.7  International B.. Iness Travel (including travel to African countries)
v
— Approval Autherity
! Below CE leve. 2t Operating Division® GCE
§ CE of Operalis. ; Division GCE
& Corporste Cer 2 GCE
! Spedialist Unit: GCE
: Group Exsclii. 35 GCE
| g GGE and Cha serson User - Refrospective rvizw by GGE or Ghalrperson and Vic: &5a.
; *CE of 0D must - commeand and the GCE to approve
’ 688  Domestic Busis ss Travel
I ; J Approval Authority
- Chairpersen/GC 2/Group Exco Members Usar
. CE of Spedalizt *nit Group Exco member responsible
I Y. General Manzc: ra/Extended Exco 0D CEOD CFOIGroup Exesutivas
: " ‘) N All other lavels Extended Exco
g Travel: All travel . sl be In fine with lhe approved Trave! Pclicy,
"f Exiended Exco i~ :mbers at an OD/SU unit may sub-delegate to the appropriats lower fevel,
l L. 588  Communication
F Approval Autherity
' I\ Exemal com: unication on sralegy and | GM: Public and Comorate Affairs or GCE or his Designate
erations
= e - -
' l.;ogng:g-caﬁnr n oparaiiand Issues relating Group Exco Member responsitle for OD-
{ Communicatior vith the Shareholder Minister | Office of the GCE or Chairperson of the Board of Direclors
l ' Approval lo 28:yd semmars and or cenduct presenistions o extemal paries which may result in fr irect
, communication r 1y be spproved by a Divisional Exco member
l ", 5.8.10 Establishmentc Speclal Purposs Vehicles (SPVYs), Public Private Partnerships (PPPs) and Trusts
b Approval Authorily
‘ Estahlishment ¢ SPVs, PPPs and Trusts GCE may approve afler recommendalion by the GCFO and 3E: Group
; Legal Services. The transaclion lo ba reporied Lo the Board - couisiions
I T and Disposals Commitise
' ‘ ) ).,\3 5.8.11 Restructuring z- i safe of business
‘ . Approval Authority
. Restruciuring ¢ sae of business Transnal Board of Directors in accordance with Section 54 of e PFMA
' 5.8.12 Pension Fund 3 1 Medical Fund Rule Amendments os recommended by the Board of Trustees of the Fur. 3
I i Anproval Authority
' Changes to I nules of the pension and | GCE and GCFD
! medical fund i-at do not requine Ministerial
l L pprval
‘ ey 1o tat. requie MRSl | goand o recomment o e Miister of Public Elerpises fo - sproval
. )
lL
‘ |
e
l — — e e e ]
} Delegation of Authorty Framewer: - efiacivs | dune 2013 7 a0

005.0365-0001-0048
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5.8.13  Applicaion for Environmental Authorisation

- « Al =mvionmenta impast essessment or basic assessment epplicafions must be prepar: | by a competent

indz endeni enviopmentd assessment praciitionerfcensultant, unless exempfion fem this  ovision has been
ckiz"1ed in writing by the Depariment of Environmental Afiairs and under the supervision ¢ the Environmental
Dep.tment in the OD/SU,

+  The spplication for ervironmantd authorisalion must be signed as per the approval authority b w,

Approval authority to act &s applicant fc an environmental
authoxisation for Transnet SOC Lid

Opera’ ng Division Project Managerf
- Qperations ManagerEnvironmental Manac -
1 Snecia 'st Unit (Transnet Property) Chief Cperafions Officer of Propery

} Specia ‘st Unit (Transnat Capital Projects) Project Directer

- The pplicant remains legdly responsibla for the compliance with the envionmental autheris ion throughout the
imp! mentabion of the authorisation, ’

« Shc !d an authorisation for new capital profects contain operational elements after forma har over of the project
by 7 3P, the DEA needs to ba informed in witing of the changa in names and acknowledgemar from DEA ba filed.

»  8he Id any of the above appiicants leave Transnet, the DEA needs fo be informed in writine of the new person

l ] resy nsibile for the implementation of the environmental zudhorisation.

———

Delegation of Aulhort ~ramevsrk - efective 1 Jung 2013 Pzga 3
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General Delegations

'] s
.3

58"  Chartering of Alfreraft

p

!

Anthority Level ODCE GCFO GCE

[ Chartering of Alrcralt NIL Up fo bul not exceeding R3m | Exceeding Ram

r Chartering of helicopters for operations R250 000 Up to but not exceeding R1m | Exceeding Rim

* The limils for OD CEs are cumutative per aiseraft permonth.
527  Mobile phones: Authorising payments exceeding monthly limits {reflected in mobile phone contract)
i) Group Exca Member GCFO GCE
Transnet Wida Up {o but not exceeding | Up to but not exceeding )

\ - : R:10 000 parmornth - R20000 ger month Exceeding R20000 per month R—
"1 58"  Enfertainment Expenditura

- k% Yy Authority Level CDCE Group Executives GCE
L Up to but nol exceeding | Up fo but not exceeding | Amounts exceeding R50000
: RS0000 per occasion | RS0000 per occasion | per occasion

Costs incurred by any person on behalf of the Company must be autherised by that person's supesiot and must be
wilhin the approved budgetary limits. Supporfing documentation should be marked cancalad fo prevent ra-usa thereof,
All entertainment expenses must be businsss relaled expenses,

58  RewardslAwardsiExcepional Payments to external parties; [Examples: Ex-gratfa awards, exceptional
performance, recognition payments)

ODCE GCFO _GCE REMSEC " Board
Operating Up fo but not Up to but not U
L h p o but nol Up to but not .
Divistons ;};%e;uing ;xfcneoegégg exceedingREm | exceeding R10m Exceeding Ril
Griup euco GCFO GCE REMSEC Board
Speciallsl N butngt | Up G but ol
units - Up o bed not Up to but not
;’{5?:6‘{;"9 ;’;ﬁg&g exceeding RSm exceeding R10m Exceeding R10m
58 Sponsorships and Donations
3 Approval REMSEC
Authority — oD Ce GCFO GCE Board
Operating Up tobut not Up to but not Up fo but not Un {o but not Exceeding R20m
Divisions exceeding RSm | exceeding R7m | excesding R10m | exceeding R20m
Approval Greup Exco REMSEC
Authority — Members GCFO GCE . Board
Specialisi Up fo bit not Up to but not tp to but not Uptobutnot * | Exceeding R20m
Unifs exceeding R2m exceeding R7m exceeding Ri0m | exceeding R20m
; Approval limits ar@ cumulative per annum e.g. the OD CE can approve a totzl amount of RSm per annum for
; sponsorships and donations,
..._ 58, Annual filing of tariffs with regulators
5[ s Public Policy and Regulation Cammittee: Approves lariff Inereasa spplications from Operafing Divisions,
- s (D CE in concomence with the GCFQ: Filing of Tariffs with relevant Regutatory body,
1 !
Page 29

. ..
! Deler 1ion of Authorlly Framework - effective | June 2019
1

OO.-0365-0001-0050



TRANSNET-REF-BUNDLE-00579

Appendix 17 300

4@‘_ TRAMNSMET

Version 1

I e August 2012

365-0001-0051



TRANSNET-REF-BUNDLE-00580 _ [

o ‘ 20-

. FOR INTERNAL USE ONLY PROCUREMENT PROCEDURES MANUAL

[ )

)

3

WA ) sackgroundand Contxt -

e Rt e wsra T mse et

Procuremerit Planning -

1

Go To Market B

Evaliation and Adjudication
Contract Management

Governance Structures

L;: | | Appendices

L August 2012 Page 2 of 202

L
0057-0365-0001—0052



. *

-

R
—

Amm—

e

hi
[V

0

-0365-0001-0053

FOR INTERNAL USE Or.,

SECTION A ~ BACKGRC
CHAFTER 1 : INTRODU

1.1 NATIONAL €
1.2 INTEGRATEL
1.3 iSCM CONTT.

TRANSN E'IZfBEF-BUNDLE_-_(:)0581
o Yale
20z
PROCUREMENT PROCEDURES MANY.- _

TABLE OF CONTENTS

-ND AND CONTEXT 1oees cttntnnrnimrenssmarsntons stississsnssssssasuess saras

JECTIVES...

ebriniediats

SUPPLY GHAIN MANAGEMENT (“iSCM") PROCUREMENT CBJEC TVES oo |

‘L OBIECTIVES v vnnnsansnrans

P OO CP PRI

CHAPTER 2 : DEFINITY. IS, ABEREVIATIONS AND ACRONYMS (vivirirsensssnss e R n advsbas bbb bbbt s

CHAPTER 3 : S5COPE Al

31 PROCUREME
3.2 COMPLIANC-

3.3 PURCHASIN:
34 PPM EXCLUS
35 APPLICATIC

CHAPTER 4 | APPLICAE

4.1 LEGISLATIC ...

4.2 POLICTES ..

+ EXCLUSIONS . ceuvinssrannonans

T PROCEDURES.......cccines
WITH THE PPM v irvnseresaonse
PROCEDURES....cccurvivsnmeermmnsresans

Mheritdtiibannennsensasannrbadenis

H
. -
baan -
v
T T T T T LI L ST T L PPy T
-7
?

T LEGISLATION AND POLICIES...ucsrecansbsmnsrrssrmmissmrrnionsnssssansinscvosareressnssenennorsepsassnrs - J

CHAPTER 5 : CODE OF

51 SUPPLY CH-

5.2 CONFIDENT
53 INTRLLECTL
54 CIFTS AND -
55 BECLARATY
5.6 FRAUD AND
5.7 SANCTION..

CHAPTER 6 : DELEGAT
6.1, HOW DELEC
SECTION B —- PRCCURE
TYPICAL PROCUREMED
CHAPTER 7 : DEMAND
CHAPTER 8 : INTERNA.

81  INTERDIVIS
8.2  STRATEGIC
8.3  ABILITYOF
84  COMPULSODY
8.5 INTERDIVIS
8.6 MEMORANL
87  DISPUTES..

8.8  SERVICELE
89  INTERDIVIS
810  NON-CORE -
811  ACINVOLVE

CHAPTER 9 : CONTRAC
9.1 CHOICE OF

August 2012

O T T L LI L T P T LT LY T Y R PO Y Y TR R Y T INY

i

L INFORMATICN AND TRADE SECRE!'S wasras

L PROPERTY RIGHTS OF SUPPLIERSJ’TRANSNEI‘............‘........

2ATUITIES coverivrenne
4 OF INTEREST 1eovnrimviasarsmavarasanens
"ORRUPTION wessarsissnsnsesiansns

N OF AUTHORITY FOR PROCUREMENT PROCESSES........
IENT PLANNING ..........
SROCUREMENT f INTERDIVISIONAL SUPPORT POUICY .....

INAL RELATIONSHIPS stverearainrssesssvnssssiiorssnssrsassensinsssarioar
! UTTLISATION OF SPECTALIST UNITS e s sninsnissistsmntsimnien arenosiasinne
OF UNDERSTANDING...icuossearsrsranssrsasun

"LAGREEMENT. setsseaes s pe er e rRnrE TS s
JNAL PRICING......

"OPTIONS . s vesssens

ONTRACT ..

L T T L T T T PR T T O Rp P Y PR PP Y

8.2 CONTRACT® DR A PERICD LDNGER 'IT-IAN TWOYEARS...

Yy T T P T T P PP PP T

P I I T P T T

r~

e rAEEYER PR PR baIY e iea oo baene BiebbitBie. nuprATS R I R IanEtl pAN I IR Ry

T Ty L T S T TR YTV N I R L]

Wb Y R B T T I e e e s W el

L P TR L LY PP LL YT

i

esrnITs T EE

vi o

Pagse 3 of 20




~ TRANSNET-REF-BUNDLE-00582

G B e i iy B

O )

-]
]
]
|
i

it

O

0057-0365-0001-0054

303

FOR INTERNAL USE ONLY PROCUREMENT PROCEDURES MANUAL

93 STANDARD TRANSNET TERI4S AND CONDITIONS OF CONTRACT ...ocrvvveinsstrscesinssesrassssssasass voresne 36
9.4 CONSOLIDATION OF CONTEACTS... .- NP -
9.5 CHOICE OF SALES/PURCHAZE TERMS FOR INPORTED GOODS (INCOTERMS) seenerreserees 38
CHAPTER 10 : PREFERENTIAL PROCUR ZMENT APPROACH AND DESIRED OUTCOMES...cccvsreveiceriansssersrnenss 57

10.3 MEASUREMENT DF B-BBEE '~_ATU5 PP PP - { |

CHAPFTER 12 | DETERMINING SD APPROACH AND DESIRED SD OUTCOMES.. AR |

123 CATEGORISA‘IION OF'I'RANJACTID'\!S INTG THE RIGHT SD QUANDRANT [ |
12,2 SUPPLIER DEVELOPMENT (53} EVALUATION CRITERIA 75

CHAPTER 13 : DETERMINING BID EVALUATION CRITERIA... TSP - |
13,7 CHOQSTNG AN APPROPRIATE EVALUATION METHOD......ccoioimerrnsesvnner s sttrstssnc i snns s sessn st s e vavess 79
CHAPTER 14 : MAIN PROCUREMENT MZCHANISHS .vvvavesernisnee BTSSP POTTOT - .

14.:  FACTORS TO CONSIDER IN SELECTING THE APPROPRIATE FROCUREMENT MECHANISM .. e B8
142 PROHIBITED PRACTICES,, s N v 87
143 THE QUOTATION SYSTEM FOR VALUES BELOW RZ MIU..ION REQUEST FOR QUOTAHON (“RFQ ') 87
144 THE OPEN BID PROCESS (RFF)... P SRPS - 1|
145 APPROVED LIST PURCHASES ... a4 b4 SR e aen R R Retk R Feb e S0 asan sty on D
146 TWO-STAGE BIDDING SYSTEM (RFI/RFP PROCESS) ORIV RTINS * )

152  CONFINEMENTS... et e RS e e rveners 100
155 EMERGENCY PROCEDURE.. eevsssssssnsssaes cere 103
15.¢ HIG‘-IVALUETENDE%FROCESS(HVTP) vore 104
155 UNSOLICITED BIDS... ceenetamesaess 106
156  CONTRACT CONSOLIDATION . esrs sty e ereessresanm s p et aetnaer ... 108
157  ACQUISITIONS ASSOCIATEC WITH INCOME GENERATING CONTRACTS cereestssessrtvsaesessessssngesy 111

SECTION C = GO TO MARKET cevevisiieeiciisnsn s sisssssnimsiratssnngsssnessensnsrs e s v w112
CHAPTER 16 ; 3ID PREPARATION c....oo vosreinssmsisiassnsassntnasssrssnssms stbersevanesssanis ineene 114

16.1  COMPILING BIDS - GENERAL .. A ereenrasranraneencns 114
16.z  EVALUATION CRITERIA IN EID DOCUMENTS vees it e waresenrsesssiennss 114
16.7  TIMZFRAMES..,.. S PP TS FPRPPPRTROR &1 -
164  vALIRITY PER.'[OD verseres K17
16.f  ESSENTIAL REQUIREMENTS N BID DDCUMENT seraesaveea 1 wnennas 117
16,6  SIGH-OFF OF BID DOCUMENTATION AND GO-TO-I“TARKET STRATEGT AN .. 119

CHAPTER 17 : BID ADMINISTRATION.... .covraurnrinsisirseroionersssnessrsssassnmmantassssntoresmssnnns vennene 120

17,1 PHASE 1: ISSYE OF BIDS... S PO U OO TR PP e 120
17,2 PHASE 2: RECEIPT AND SAF"GUARDING OF BIDS ST U PO ..t
17.2  PHASE 3: OPENING OF BIRS... RTINS vy |
17«  PHASE 4; AMENDMENTS AND COMMUNICATION AFI'ER CLOSING DATE S e 128

SECTION D = EVALUATION AND ADJUCICATION.... DU, I 7
CHAPTER 18 : EVALUATION AND RECOMMENDATION wvrvessmincsesnssirssssssnsases w133

18  TEST FOR ADMINISTRATIVE RESPONSIVENESS cevsserereseesneserss crnsnnsrnserenssssenn 133
18.2  PREPARATION FOR EVALUATION ...ocivvimimmsvestanmriomnsss st saseresmsrssens emisernenstreraransens 135
18.3  TEST FOR SUBSTANTIVE REZPONSIVENESS v rieerrraemmeesmrmssissess s s s casssmssssamnassesssanions e 137

T T LY P LY e

[IIYTTTY TS TP L ALY RLITX R

YT

T T I T T TP TP P TS I Y TV TP PR

August 2012 Page 4 of 202



TRANSNET-REF-BUNDLE-00583

| . 304

FOR INTERNAL USE ONLY PROCUREMENT PROCEDURES MANUAL

P
—t

18.4  EVALUATE THE BID AGAINST PRE-DETERMINED CRITERLSumsseresscmmnssssusrpairassrsaassests
18.5  FINAL EVALLIATION .. itba e st baepe e nare men d
18.6 RECOMMENDATION ..

CHAPTER 19 : POST TENDER NEGOTIATION...ccovmniisinarsrsrmssrcnmsnst cosnssnes

191 POST TENDER NEGOTIATION (PTN}euuerrsresssrsesrussenssante - cotmaiassmasnss esbssen s eaaasenn
19,2 AUTHORITY TO ENGAGE IN PTN (h'ansactlons famng wlth o] AC junsdlcbnn) ST
19,3  STANDING AUTHORITY TO PTN (transacﬁons falling belov: AC JurisdicHOR) rurrenarsarvessassens
19.5 APPRDVALTD AWARD BUSINESS AI’-TER PTN beams aberessisceteRsnsE sy R g iR epa eSS Rsa s

CHAPTER 20 : ADJUDICATION..

20.1  GENERAL PRINCIPLES... R
SRR 20,2 - THE ROLE OF THE AC DURING ADJUDICAT.[ON .......
. 204 SPUTTING OF BUSINESS -
1 205  DISAGREEMENT REGARDING AWARD OF BUSINESS
' ]_\ . 20,6  NON AWARD / CANCELLATION OF BIDS ..evouertersssaresasares

CHAPTER 21 : AWARD OF BUSINESS AND CONTRACTING PROCESS.. ....vvrens

21,1 APPROVAL OF ACCEPTANCE OF BIDS NOT TO BE ANTICIFATED.....cccevaevanrns
21,2 DECISION TO ACCEPT BIDS OR OFFERS...
21.3  NOTICES OF ACCEPTANCE AND NON-ACCEPT ANCE OF BIE 5 TO BE FINALISED ORI L1
214 APPLICATIONS RECEIVED IN TERMS OF PATA ..o viers ccomtecimic s neintentasetansaas

21.5  DELIVERY OF ACCEPTANCE TO BIDDER... v vusevecsiesmnssrtnn srenrorarsssrensmnssessriserasonses

21.6  FORMAL WRITTEN CONTRACT (LETTER OF AWARD) ...

21,7  CONTRACTING WITH SECOND-RANKED BIDDER... .- s
21.8  APPROVAL OF CONTRACTS FOR PERIODS B(CEEDING TW"_’ YEARS

CHAPTER 221 POST AWARD CONTRACT MANAGEMENT Luvvecrvsrenrasses rverisssnisssensssessmesnir

22,1 POST-AWARD FUNCTIONS....,

2.2 SERVICE DELIVERY MANAGEMENT....
224  CONTRACT ADMINISTRATION .cvverrenrs
2.5  INDICATIONS OF SUCCESSFUL CONTRACT MANAGEMENT

CHAPTER 23 : BLACKLISTING PROCEDURES AND GUIDELINES.c..ccoces vontesinsssranssesscnssssssnssanies

233 WHO MAY BE BLACKL'[STED? wnetbans v sresermsrasiasraniarassarsores 170
23,4  FACTORS TO CONSIDER BEFORE TAKING THE DECISION 3 BLACK‘LIST. ROSPTPPIIIRIN ¥ J
8.5  GUIDELINES FOR DETERMINING AN APPROPRIATE PERIOZ FOR BLACI(LISHNG.‘........ ...... sreeamir 177
23.7  APPEAL AGAINST DECISION TO BLACKLISI' SOOI L
238 RESCISSION OF A DECISION TO BLACK'LIST oot TR ¥ -
3.9  ENFORCEMENT QF THE TRANSNET LIST OF EXCLUDED BIT DERS wessrtrbssetssnespessssiniess 173

CHAPTER 24 ; PUNCTIONS OF GOVERNANCE STRUCTURES AND DEPARTMENTS.....icoimisnsnisssnssansesrcarsnees 182

241 MAIN ACQUISITION COUNCILS (Main AC).sususesrmmserssuunsine .L 182
242 TRANSNET ACQUISITION COUNCIL (TAC) .oovversrenreresnes vornssiomessanes 193
243 PROCUREMENT OMBUDSMAN ..vevuvssucessenseesens woivsensrres 194

S NN AN W
e

4 e
[ e T

O L R N LT R TR TS AL L e P TR Y I

LY e PR ST TP PP PP T Y

»

r"

-

-

-~

.
.-

e e ..

oo e

(., a

- -

) S E

-

August 2012 Page 5 of 202

g S

005@365-0001-0055



TRANSNET-REF-BUNDLE-00584

L.

I

0057-0365-0001-0056

305

FOR INTERNAL USE ONLY PROCUREMENT PROCEDURES MANUAL
244 CAPITAL INVESTMENT COMMLTTEE {CAPIC) .... 195
196

245  BOARD ACQUISITIONS AND DISPOSALS COMMII‘I'EE {BADC) ...................................................
246  INTEGRATED SUPPLY CHAIN MANAGEMENT (ISCM)...

APPENDIX A: CONTROL FRAMEWORK

APPENDIX B: ROLES & RESFONSIBILITIES

APPENDIX C: ICC INCOTERMS 2010

APPENDIX D: B-BBEE PREFERENCE POINTS CLAIM FORM

APPENDIX E: DECLARATION CERTIFICATE FOR LOCAL PRODUCTION AND CONTENT {58D 6.2)

APPENDIX F: MATRIX FOR APPROVAL OF EMERGENCY PROCEDURES

| 3SS5UED BYY,
v
T
\N
Garry Pita
Graup Chief Supply Chein Ufficer
Date: & Deeremesr. 2012,
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CHAPTER 1 : INTRODUCTION

i

i r— e )

Transnet SOC Ltd ("Transnet”) Is fully owned by the Scuth African govermment and operates as a
corporate entity. It is almed at supporting and contributing to the country’s freight logistics network
by developing South African industry, redudng the cost of doing business, ensuring efficent and
profitable operations, whilst at the same time promoting aitfcal developmental and empowerment
ohjectives.

Section 217 of the Constitution Act 108 of 1996 and section 51(1)(a)(iil} of the Public Finance
Management Act 1 of 1959 ("PFMA") stipulate that Transnet must have and maintain an appropriate

i procurement and provisioning system which Is fair, equitable, transparent, competitive and cost-
s effective.

B e T s

Transnet's Supply Chaln Policy and this Procurement Procedures Manual (" PPM") give effect to these

: statutory requirements. The aim of the Supply Chain Policy Is to ensure that Transnet gets value for C e

| money In the procurement of Goods and Services in order to fulfil its mandate whilst redressing the

. H 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
' \}a commerdal, regulatory and sodio-economic goals. The Pollcy ensures a coherent framewark within
iy which procurement prindples and compliance controls are applled across Transnet.

l : l 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.

1 Government's economic development polices such as the New Growth Path ("NGP”)

emphaslse the role that State Owned Companies ("S0Cs") should play as key agents in 2

developmental state to accelerate national development by leveraging thelr procurement

} spend to ensure that key goals such as job creation, skiils transfer and empowerment take

place. As cne of the major State Owned Companles, Transnet has a pivotal role to play In

. ]] ensuring that Government's economic development: pollcy goals are met.
!

1.2 INTEGRATED SUPPLY CHAIN MANAGEMENT (iSCM") PROCUREMENT
OBJIECTIVES

1.2.1 Transnet’s procurement cbiectives are ensuring security of supply of goods and
services that Transnet requires to fulfil its mandate, and achievernent of key socle-
economic goals, eg. jobr creatlon, empowerment. All Transnet’s procurement

} P activides shall be implemented in line with the following best practice prindples:
: e
]_2‘ 1.2.2 Faimess and Trensparency:

+ equal treatment of bidders;

& + openness and accountability; and
= gethical conduct.

,] 1.2.3  Sodal Equity:

= Broad-Based Black Economic Empowerment ("B-BBEE"), Preferential
: } . Procurement and Supplier Development.
i

1.2.4  Value for money:
Ca + rompetitiveness; and
» cost effectiveness. * |

1.2.5 Due regard must be given to the Imporance of’

August 2012
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i
i—] a) the promotion of Transnelt’s Interdivisional Support Policy; and
b} the development, promotion and support of Transnet's Supply
: ? Chaln 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.

126 Transnet will strive to procure Goods and Services which contribute to its mission: To
] antidpate and satisfy the requirements of its customers for a highly responsive and
) ’ cost-effective transportation Service. In order to achieve this, Transnet is committed
i 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 nct to do business with any agents ("middiemen™, who do not add
, - significant value to the supply chain. Transnet would rather contract directy with the
. overseas andfor local Orlginal Egulpment Manufacturers (OEMs). In the case of

- dealing with overseas OEMs for refevant SD targeted commoditles such as rolling

s stock and port equipment, Transnet will negotizte meaningful SD local capabitity and
: capacity bullding Initiatives as part of their supply agreements with Transnet.

o L

fl ; 1.2.8  Transnet commits to darity in its communication of requirements. It furthermore

l : commits to belng professional, courteous, fair, factual and responsive In its business
: dealings.

) } 1.2.9 Transnet support'; good corporate governance by ensuring the preservation of the
< highest standards of integrity, objectivity, falrness, efficiency and professionallsm.,

1,2.10 The purpose of one Supply Chaln Polley and & uniform set of procedures for the
whole Trensnet Group is to fedlitate a uniform Interpretation Intemally, whilst

complying with the reguirements of Section 51(1) (a) of the PFMA and Section 217 of
the Constitution,

} 1.3 iSCM CONTROL OBIECTIVES
[ Transnet’s iISCM function is aimed at achleving the following control objectives:
«  onfyGoods and Services required by the organisation are acquired;
"] «  al/Goods and Services required by the organisation are acquired;
N \,D :' « The demand for Goods and Services is appropriately ptanned and managed;

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

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

. « tansactions are properly accounted for and approved (Hmeously, accurately and
} completely);

o 2ccurate and timeous informatlon wil be produced for management, ensuring the
- integrity of the process;

1 v
n « gvell processes exhibit Integrity and are efficient in mesting supply chain chjectives In
. relatlon to strategy;

: ] i «  optimum working capital balances for inventory and cash will be maintzined; and

» 2]l Goods and Services acquired are ma:naged from demand to finalisaticn considering
appropriate security.

August 2012
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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 (Contro/
famework),

Chapter 1: Introducton
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CHAPTER 2 : DEFINTTIONS, ABBREVIATIONS AND ACRONYMS
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’ Accepta_ble Bid

Acquisition Council
G

' Aduance P.avment .

Guarantees [APGs]

Advertusement

ﬂlternatrw- Bnd

B-BBEE,

‘ B*SBEE Enterprise

' Bid

" Black People . ..
Board Acohisitions &

Dlsposals Commrttee
[BADC]

“Board of Dlrectors
:[eoo] S

puver‘ N

Chapter 2: Definition, Abbreviation or Acromym

August 2012

‘ Broad—Based Blad< Econornlc Empowerment

T 'Any personj Enterpnse whlrh has submltted 8 Bld

‘ 'Any bid wh:ch tn all respeds complreo wﬁh the specrﬁcatlons and condltions of

bid as sét out in the bid doo.xment L

’ T‘ne rnaln Acqu!sltlon Couna! of an "Operzting Divislon_. Spedahst Unit or

Bus:ne.ss Unless speaf ically stated otherw:se "AC” also includes sub-Acqulsltron,
Councl!s operatrng under. the’ ausp!oes of the ACs and which caters for
transacuons faling below the minimum “threshold “of the maln AC, eg.
Acqursmon Coundls operating on a loc:\l or regtonai basis, as we]l as the TAC

: caterlng for Corporcrte Head Ofﬁce and t:ansversal oontracts

LR

Is a guarantee [smed by a ﬁnandal lnstltutlon, on behalf ofa supp]ler to a buyer
in re\a’don to any advance payment that is made by the buyer to the supplier to
altaw the work to commence. The guarantee protects the buyer agafns’c the risk
of. non-performance as the buyer. can, daim’ reimbursement of the advance
payment agafnst the guarantee in such a case

A publlc Inv]labon to submrt bids for the provlsuon of Goods or Servioes
Iq a bld that purports to sabsfy 8 stated need butk does not Fu[ly comply W|th the

lald down spedﬂcauon of the RFX Altemauve B1ds are, allowed at the discrehon
.ofTransnet S :

Any suppher 6r conlractor who has been rated anythlng from 3 Level 8 (10 %
recognition level) to a Level 1 (135% recogmbon level}, as deﬂned in the B-BBEE

Act and Codes of Good Practice lssued by the DT[

A wrltten offer In a prescribed form in re.sponse to an invilauon by Transnet for.
-me provlsron of Services, works or Goods, through price quotaljons, advertlsed ‘
h open b!ds, approved !rsts conﬂnements or proposals :

.‘ . Is a generlc term whlch means Afncans, Coloureds and Inchans

“A sub-comrnlttee of the Tlansnet Board of Dlrectors tasked wath prov]dlng

‘ovessight and appro\ral for acquisidons and dlspomls falllng within its delegadon
of authority ' . . :

The Board of Dlrectors of Transnet SOC Ltd
Any person inI Procurement or ISCM [In any Transnet entity, who has the

neomsary delegated powers to uﬁdertake speoﬁc procurement functicns with
regard to trensactions fal!lng wrth!n his/her DoA ie. the R-value of the

: tranﬁctlon

Page 11 of 202
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“Any person who, in a contract of carrlags of goods, undertakes to perform or to

R procufe the performance of camiage, by -rail, road, sea, air, inland waterway or
- by a combmation of such mode.s (used in del‘ nzhons of Incoterms)

-

o
.-::g:_: I
]
=

MR e |

Centre(s) of ‘ Cross-dmslonal teams strateglcally focuslng on a partlcular funchonal area ‘I11ey
.Excellence [COE(s)] focus on tactical issues relatlng to the functional area, and are aimed at.

, identifying and leveraglng on the areas of excellenoe in Transnet. Key strateglc
x - - objectives will be exécuted through the COEs ‘with a risk pitigation plan
3 . . supported by Enterprlse RJsk Management (ERM)

Chief Eiecutive - The Chref Exeeuhve Officer at the head of 3 Transnet les:on with appropnate
Gfficer, [CEO] delegated authorities which are in line with the Transnet Group Delegatlon of

1
td
I '/ﬁ . o , Authority (Group Umits of Aul:honty)

Chiel’ Financial 7 ' A Chlef Flnanoal Off cer in an Operehng Dn.'islon of Transnet

Officer [CFO]

'Construetion ‘ . Any constmct:on related bid/contract, as defned in, and regulated by the

Industry @~ - - Constricton Industry Development Board, by virhle of the CIDB ‘Act.. This’
: DeVeIopment Board Includes | new construction actlwl:les as well as the malntenance of e:dstlng cwll
[CIDB] bldlcontract mechanlcal or eleclrlcal sh'uctures '

. Conf;nement A pror:urement process resmcted to one ora llmlted nurnber of Bidders ‘

_ P . s

e T advlsory skills / services. A consultant does not supply the ultlmate énd product, .
AR but provides a reoommendatlon of the best solutlon to a speelflc need based on
: his/her experhse. : PN

Chief Procuren1ent - The Chuef Proourement Ofﬂcer of a Dmslon of Transnet or a SpEdallSt Unlt
ofﬁc‘er[cpol ' T . B C e

'Cross Functlonal B A tearn that is rnvolved In the evaluatlon of hids regardmg transactlons of a hlgh
.'Evaluatmn Team R value or where the quality / funcbonallty aritérfa Is complex and a 5|mple yes [no
[CFET] o answer on technloal compliance is not possuble or viable ' .

{
"} ' cdneuitent g '. B - A person, company ora close corporatlon that prowdes expert o speaaltsed
i

: ‘ Cross Functlonal _ K ‘A team that Is. lnvolved in the procurement of transactions of & high value or
, Sourczng Team DL where the qualnh/ ) funcoonalsty mteda are complex. As they represent vanous
[CFST] . fundions, a hollstic ovewtew over the process wlll be ensured

—h .

i Belegahon of o -The extent of audwnty requlred in order to implement eert'aln acoons b-,r or oni
. Authonty [DoA] ‘ rbehalf 6f the . company, ‘lndudlng any sub-delegatlon of . authiority~ where
' i ) gL perrmtted Thls lncludes the’ power to- retrospectively authorise condone or’
i Lo " Co resdnda deaslon already t-aken bya sub-delegate

f{ ; Exempted Mlcro _' ) ' .An enterprtse walh an annual tUmover of less than RS milllon, as deﬁned by the
I ] Enterprrse [EME] D'l'.[s Coda oF Good Practlce : :' . ST e g

y ‘Expression of . ) Means a request for Brdders to reglster thelr lnterat ln provldlng spedﬁed

. ‘Interest: Goods o Sérvices and to submit their credentlals 50 they may be lnvited to
l : [EO1] submit a Bid shoutd mey quahfy or are selected to do s, :
l Chapter 2: Definition, Abbreviation or Acronym Page 12 of 202
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Fronting

Fruitless a.nd 3
Wastefil -
Expendlture

Furl:her Reoogmtlon

Criteria (Current)
[FRC Current]

Further Recogmtlon ..
.Cnten; (Future)

[FRC FL ture] o

Goode o

Gtoup

- Group “hlef l B
. Execqti're [GCE] .

"Group ™ hlEf Flnanual
Officer FGCFD}

: Group t hlef Supply

" Chain C»ffcer“'; ST
[ecsco]

H:gh anue Tender
Procasw [HVTP]
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A t:admg busifess (a compeny, dose oorporatzon partnershlp or any other fon-n
-of busunas) external to Transnet. R :

Used ln lhe Transnet contextto descnbe an lnhemal Transnet Operating Dmslon,
Spedallst Unlt, Transnet busmais or the vadous Group Functlons comprlslng the
CorporateCentre e e ,‘ -

» oo

A dellberabe arcumvention or atternpted arcumvenﬁon of me BBBEE Act and the
Codes, Fronting commonly Involves rellance on dafa or dalms of compliance
based on - mlerpresentaﬁons of facls whether made by the party claiming
compllance or by any other person ' : o ‘

Expendnl:ure that was made in vain and cou[d have beerl avolded had reasonable ‘
. tare been taken The paylng of exorhitant prices which are not market refated is

a[so regarded as fruut!ess and wasteful expendlture

A mechanlsm used l:o evaluate preference hased on d\e extant to which a
~ bidder's current B- BBEE status in terms of ownership, management control and
emplo*,nnent equlty meels or exceeds a stipulated rnlnlmum target. i

------

enterpdse commits to Improvlng or sustalnlng fts B-BBEE performance over the
contract penod In excess of sdpulated rnlnimum targets These criteria focus on
ownership, management control, employment eqwty, preferential procurement
and emerprtse dc\fclopnent. ,

Any physical object or objects which has value, Whether raw or prucessed
movable or :mrnovab]e '

A!l Dperatlng Di\nsions Speda!ist Unlts Buslnesses as we!l as th= various
different Group’ Funcnons compnsing the Corporate Centre R

> The person In the Corporate Centre appointed as the Transnet Group Chief
Exemtwe, duly appointed by the. Minister of Public Enterprlses or the person

) _ acl:ing n his/her stead at any gwen t:me, in tanns ofa proper mandate

The Group Chlef Fnanual Ufﬁi:er ln the Group Corporate Head. Office, who

. reporls dlrectly to the GCE; or the person actlng ln hls/har stead at any given

tlme, |n terms of 3 proper mandabe

. The General Manager who heads up the lntegrat;ed Supply Chaln Management

funcoon in the, Corporaha Head Ofﬁl:e, or tha person acting ln hls!her stead, at

: any glven bme, in terms of 2 proper mandate

L K

A procees that is used ln the proc:urement of hlgh value goodslsewlces This

process ln order to ensure that any. ﬂaws in lhe prooess are detected tlmeousiy

‘A framework ubll5ed to categorise SD opportunlﬂes ona mah’ix based on thelr
value, extent of :ndUStnal leverage’ and strategic” lmporlance to Transnet. The
" matrix ‘is adapted from the DPE. Suppller Classiﬂcahon Matnx foaused on
Inr:eased Competitiveness, Capabillty and Capaclty ' -

Page 13 of 202
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. J Imported ntent That portion of the Bid price represented by the cdst ‘of cornponents, ms or
" matenals which have bisen or are stlll to be tmported (whethe by the su” fier e

. ' c s subcnnt-actors) and which costs are Enduslve of the fosts abroad, plus freight
" &nd other direct importation’ costs, such as Iandlng costs, dock dues, 'mport

? L , - duty, sales duty or omer s[rnﬂar tax or duty at the South African portof ety -
; -Inco.te_nns"' (e Incoterms 2010) means, in relaoon to internadona! trade (sz 2 and
]

‘purchase of Goods), the globally accepted purchase terms for Goods, .sed to-
indicate the costs to be incurred by tha sefler and. the buyer and the c:ﬂnt at
which the risk of the Goods passes from the seiler to the buyer

See Appendix c for detalled deﬂnihons of all Incotemrs

'Integrated Supply - The Integrated Suppty Chain Management ﬁjncdon as a whale InclLr.ng aII

3 Chain Management Operating Divisions and Cenh'es of Exce!fence
\j [iscM] o o : ‘
: ‘(\.. iﬁ Irregular . ' Expenditure incurred In contrevention of, or that Is' not In accordance with a
”} Expendlture . ret:',UIrernent of any epphcable Ieg!slation 1ncludlng the PEMA ,
Letter of Award . Is issued when | a Bidder is selected as the Suocessﬁ.ll Bidder. The lelier ¢ award
. B oo informs the Successful Bldder unequlvocatly that heishe was awarc:d the
i ) o busmess . CL- .
] Letter of Intent .Ts Issued when a Bidder Is se!ected as the Prer'erred Bldder. The LOI info S the _
’ (Lo | ' ' Preferred Bldder of Transnete imenhon to negoﬂnte and conclode "r'trac*
é" S T wrthlt R : o
. Local Content (LC) The port:on of the Bsd price or quotatlon which ls not Inc]uded inthe Ir ported
l) T . Centent provlded that lowl manufacture does take place _ .
'L Mana'ger: ‘;" :, . : B L‘Means any employee In Transnet by whatever desugnabon hefshe is Knov. 1, who
: ] - ‘ s has been de!egated certaEn speclr‘c powers n terms of a proper Deleg tion of
‘ l _ _ Authonty : e : :; SR '
T Hateria! .Amen:dme'nt An amendment whlch Increases the scope, cost or rlsk of a contract o mcre
S‘L “"‘: | ' SR C j_than 10% of the onglnalcontmctvalue T i o
.' Market Demand . The Transnet 5hategy to. :nvest in capital infrastructure in order to méet market
i l Strategy (MDS) g dernands for tncreased efﬁcnency and el’fectlveness In de!tvery of Tr= 1snet’s
I : [ Non-DrscIosure R A conﬁdendality agreement between two or more parties :
i l Agreement [NDA] < . D2 v _
; I Op_enl l}id L B . A public requar.t to do bus[ness whlch has been propedy advertlsed and 3 \whlch
lL coe T any rnembérof the pub!iccansubmlta Bld o
r, ] ! Operatmg ﬁivrsionr . An operat!ng divlslon of Transnet, namely TFR, TPT, TNPA -TPL and TRE :
IL [om T T
2 Parceihng : _The pradjce of dehberatety sp!rtting business Into smailer portions to k ep the
_ I A C +transaction value w[thln one's own Delegaﬁon of Aurhonty, or o keep " below
l . T the threshold of ; an AC or a person \_Nim higher Defegation of Authority
;!
l ] Chapter 2; Definition, Abbreviaton or Aconym Page 14 of 202
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Parent Ccrnpany A guarantes bv a parent company of a suppﬂer's performanc under lts contract
Cuaranb;f T w[th a buyer, where the supp!ler !s 3 subsldlary of tha parer: ompany

¥ i .-;:

Performar e Bonds A performance bond from 2 bank guarantea performance ur-er a con!ract from
{P8s) T commencement to oompleﬂon. The bank lssulng the ¢ : érformance  bond
o undenakes to paya speoﬁed sum of money to the buyer if th : supp!Ier does not

. fulfil !B conh‘acb.lal obllgatlons

U S |

e BRI

' . Post Tend- r ' Negol:iations between Transnet and ane or more shortilstec Bldders after the
Negot{aho 1 [PTN] des have been evaluated but before the busmess has been & varded

Preferred ! rdder Means a Bidder that has been :dentlﬁed through an evaluaton process as the
- Bidder with’ whom Transnet intends to conclude a contrzt subject to- the---'-
' " successful completlon of contract negotfations ‘

Prequalific \Hon N ) 'Ihese are criterla that have to he met for a Bid o oe deemed 35 responsive, e.q.

Criteria *~ . reglsoatlon with a SpECIﬁC professmnal body, specific accredit: Hion, etr:
Qualifying mall - An enterpnse wrth a turnoVer between RSm and R35m, as d fined by the DTls
_Enterprise _QSE]_ - Codes of Good Pradice :
: Quality ‘ . ’ The toiahty ‘of features and charactensbcs of Goods or Servic: that bears on its
(Functiona d.y) ] ablllty to satisfy a stated or Imp!led needs ' )
Rental ortase . The use of Goods and/or moveable assets r’or a penod an: for conmderatuon
: (oornpensaoon) . =
'Request_ fc - Anlitationto a ‘broad basa of potenoal supplrers to provide - ritten informatlon

Informatic s [RFI] about their capabxhﬁes to meet a stated Transnet need. An R-1is primarily used

' N lnslances where Transnet is pot dlear about the precise sp 2cificetions and/or

. . " scope of work required to meet its needs for specified Gooc s or Services. The

: o information received through an RFI process Is typlcally ved to pre-qualify
' Tt suppllers ror conslderation before an RFP for the Goods/Servic 5 Is issued

: Requestfo - -Request for Quotabon Is used for transactions <R2m. Howe ier, CEOS rnay at

s ',I:) Quotahon lFQ] melrdlscretlon lower the quotatlon hmlt ‘ ,
T Request fo Proposal Request for Proposal Is used on the open Bid process I e, for transactlons > RZ

[RFP] et mllllon However, CEOS rnay at theu- dlscreoon lower the mint aum threshold for

_ Lo open Blds . ‘ o S

. Réquest fo oA generlc term whlch éan be used interr.hangeabiy with &ither tFI RFQ or RFP
5 B L T P _ 5
; ;Sewice ] . - ‘ The provislon of 1abour or work, indudlng knowledge-basec expertlse, armied '
L : o L . out by hand or w]th the asswtanoe of equlpment and plant _ '
g SO(’: o State Owned Company L ) o
fa. Suppluer s ‘, In'tprovlng me soclo economlc env!ronment as reoulred by th NGP by creabng .

Developme 1t (SD) . competitive local suppllers via Enterprlse Development the Cc npetitive Supplier .
I R Development Programme and other initiatives stch as Prefere-tal Procurement.
' " “This re.sulis in 3 reduction In capital leakage and creates a su-ply base that can
be competltive to market its Goeds on the Intemational :iarket leading to

Chapter 2: Defi  Jon, Abbreviation cr Acronym fz 1150f 202
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; e lncreased expnrts . L
I »! Suc. ;séfu_! :BidQer” Means a Bldder that has been sdenbr ed e a B I er to whlch busuness has
~ N beenéwarded S . . .
I ; ] Tencer E#alugtion o A report that must be submltted by the eva[uaﬂon tezm to i:he AC setl:ing out an
i and v L. _ovmlew of the bid ‘evaluatiop procass, evaluation methodology, reasons far
r] Recr mrhendahon - elimination of Bldders a recomrnendabon for the awzrd of the tender as Weli as :
I : I Rep' rl: [TEAR] o all supporhng evaluatlon scorecards
: Tran .net Acquis:tnon Acqulsiﬁon Coundil mtenng for Corpcrate Head Offica procurement and Centre-
._E 1 Courcil [TAC]. ~  'led transversal proourement . ‘
l . ' - - "Trans ,ﬁet fépltal Transnet Capﬂal Pro]ects a Specialist Unit of Transn=t
] Proj cts [TCP] O .
I ‘-j Transnet Freight Rail Transnet Frelght Rail -an Ol:iemting Division of Transwet
A {YFR] . | : . B ‘
. Vi Transnet National . Transnet Nati'onal Ports Authority - an Operating Divis on of Transnet )
! Port; Authority' AR - -
l g ] I_TNFA] ) :
"1 | Trar ,net Pl pe!ines fi'ran‘snét f’ipétines ~an Oﬁe_rating Di\_/léiori of Transne"
TeaninetPost  ° Transnet Poit Terminials - an bp‘erating'D[vislon of Trensnet
E Tertrinals [TPT] . - TR AR . o
I N Transnet - o Transnet_Pmperﬁe.s—é Sgiééiqlist Unit of Transnet A
] Pmpartts{rp) - S T ‘
) Transnet C°"P°'a“_’ “The He’ad Gfﬁce of Transnet soci . -
- Cen‘-e [TCC] : .o
I Trar ,net soc Ltd Transnet soc Ltd, Registratson No. 1990]0009{10/30 u:orporated In terms of the
l : .+ - Companies Act 71 of 2008, as amended: Which indu 'e.s all Operahng Dl\nsions,
I' X ce L Specialist UnILs and/or subsidlarles o .
NI TranmetRafl =~ Transngt Rail Engineeririg - an ppe;apng Divisior of Transqgt .
I ‘ Engi 1eermg [TRE] R ‘ |
] Uns« lu:nted Bud . A unilateral request ﬁ-om a person or enterpnse o :fo bus-mgss with Transnet
‘_i S w:thout Bids er quotations having been invited by Trz. 1sne|: L ‘
Il‘ ] Wor!-;ing ;_iay ‘ - C Any day other than a SatUrday, Sun&ay or public holicay ', S
N ‘ Year - oL Any deﬁned per:od of 12 (twelve) consecl.ltwe monthz ‘
I'-t | Note: Words capitalised in the document have been defined In “tis Chapter,
;! ]
I‘ ]
: } !
§
]
l I Chap: - 2¢ Definition, Abbreviation or Acronym Page 16 of 202
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CHAPTER 3 : SCOPE ANB EXCLUSIONS

Tt
———

,.
e

Save for the exclusions mentioned in Table 1 befow and acguisitions that are governed by the
Transnet Capial Projetts ("TCP™) Construcion Procurement Policy, Processes, Procedures and

rﬂ Methods Manual (the Construction Manual), the PPM is applicable to alt acquisitions across the
i Transnet Group regardiess of the value of the transaction. The Construction Manuat has been aligned
be to the Construcion Industry Development Board (“*CIDB") Act and Stendards for Uniformity and

: [ applies to all construction-related acquisitions across Transnet. The PPM applies to construction-
g relateg:l acquisitions enly where the Construction Manual is silert on an issue.

The PPM sets minimum standards for compliance, however, CEs znd thelr duly appointed Acquisition
Councils (*ACs™) mey Impose more soringent rules and thresholds than those laid down in the PPM

3.1 PROCUREMENT PROCEDURES

Transnet’s Procurement Procedures as encapsufated 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 forma! procedural manuals, directives, droulars or pracice notes may be issued from
time o time, either from ISCM, or from an Operating Divislan ("0D™), AC or Group Funchon
and these should be read In conjunction with this Manual, However, it must be noted that any
direclive that changes any substantive princlples 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 2 serious fight as It could result in
Iregular Expenditure and/or Fruitiess and Wasteful Expenditure in terms of the
PFMA.
3.2.2 Section 51(1)(e) of the PFMA places an cbligation on Transnel to take the necessary
appropriate action regarding acts of finandal 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 policles and procedures is not permitted in
terms of the PPM.

3.3 PURCHASING PROCEDURES

These procedures cover the purchasing and supply of zll Goods, Services (tangible and
intangible), fixed assets and the appolntment of mnsuli.ants The aforementfoned are in
respect of hoth Operational and Capital expenditure.

33.1 Ferrous and non-ferrous scrap

The process of appolnting contractors for the disposal of ferrous scrap (steel) and non-
ferrous scrap s subject to the PPM, Due to the high value Income-generating nature of
such disposals as well as the high risk of theft, tha disposal of scrap Is [n additon
govemned by a separate, detailed “Scrap Disposal Policy and Procedures”™. This policy Is
available on the iSCM Transnet Intranet.

3.4 PPMEXCLUSIONS | !

The transactions and processes tabled below ara excluded from this Procurement Procedures
Manual;

I ' Chapter 3: Smpe and Exclusions Page 17 of 202
‘ } August 2012
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TAEBLE 1

Individuals (temporary staff), induding contract workers employed by Transnet Human
Resources. (However, the appalntment of a recruitment agency, Consultant, consuttancy 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 ime

Inspection Services in connection with the procurement / szle of Goods / assets

The rendering of Services by or to government depariments, 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 agendes)

Income generating transactions (i.e. where Transnet’s infrastructure, ete. is utilised to provide
a Service; including instances where cross-divisional support Is engaged for strateglc or other
reasons. However, procurement relating to such income-generating contracts must follow tha
PPM - see Chapter 9 (Contract Options) .

Water and electricity which is supplied to Transnet, induding the provision of Services, as well
as the relocation of such Services as a resutt of Transnet's adivities {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 ralsed by local authotiies or pravindal administrations, both
of which are excluded from these procedures, by virtue of the fact that they can only be
obtained from the particular loal authority, but which are for purposes of good corporate
govemance, pald by means of blanket orders, or other approved methods

Purchase of Goods at auctions

Sale of Goeds at auctions but excluding the appointment of auctioneers

Letting and hiring of dwellings, and acquisition and allenation of houses or acquisition of land
for houses In terms of presaribed houstng policy

Letting and hirlng, and acquisition and disposal of all immovable assets. Refer to the Transnet
Group Pelegation of Authority, available on the iSCM Transnet Intranet.

Sponsarships and donations, which are strictly governed by Delegated Powers

Disposal of non-core businesses by the Transnet Restructuring Department, which is strictly
governad by the Restructuring Committee, a sub-committee of Transnet’s EXCO. Such
disposals are on the strict proviso that any employee of the Transnet Restructuring
Department, a Transnet Board member or & senicr 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 hisfher exit from Transnet

- The disposal of ali movable assets, e.g. the disposal of redundant PC equipment, celt phones,

office equlpment and furniture must be properly controlled In terms of the Individual

policies/procadures governing such dispasals., These polides and procedures ate available on
the ISCM Transnel 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 Divislon 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 ("GCFQ’ ') In accordance with guidelines which may be issued from time

ta time, |

Chapter 3; Scope and Exdusions
August 2012
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35 APPLICATION

This verslon of the PPM applies to all new procurement processes which have been Initiated
oh or after the commencement date of this document, Procurement processes inltiated prior
to the commencement date must be dealt with In accordance with the rules that were
applicable at the time (j.e. the May 2009 version of the PFM).

N W
T g e e g ey
[ p——

]

’
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CHAPTER 4 : APPLICABLE LEGISLATION AND POLICIES

41 LEGISLATION

The Government of the Republic of South Africz, through the Department of Public Enterprise,
is the sole shareholder of Transnet. The following legislation tias been taken into consideration
in the formulation: of this document:

TABLE 2

ST I (EGISEATION AND GOVERNMENT POLICY.

e The Adrnmlsh-aﬂve Adjudication of Road Traffic Offences Act, 46 of 1998
= The Arbitretion Act, 42 of 1565

»  The Broad-Based Black Economic Empowerrment Act, 53 of 2003 as amended, including.
the Department of Trade & Industry’s Codes of Good Practice

+  The Compznies Act, 71 of 2008 as amended

s  The Competition Act, B% of 1858 as amended

«  The Competitive Supplier Development Pragramme {CSDP)

s The Constitution of the Republic of South Africa Act, 108 of 1995

«  The Construction Industry Development Board Act (CIDB Act), 38 of 2000
=  The Conventional Penalties Act, 15 of 1962

»  The Copyright Act, 98 of 1978

«  The Currercy and Exchange Act, 5 of 1533

« The Designs Act, 195 of 1993

o  The Bledrcnic Communicabons and Transaction Adt, 25 of 2002

s The Framework for the Operationalisation of Govemment's Procurement; Policies In State
Cwned Entarprises (dated 31 July 2001)

«  The Industrial Policy Adion Plan 11
+  The King I Report on Corporate Govemnance

«  The Lol Procurement Accord

s  The Natioral Parts Act, 12 of 2005

+  The National Railway Safety Regutator Act, 16 of 2002

»  The New Growth Path {NGP)

«  The Cccupational Health and Safety Act, 8B5S of 1993 -
»  ThePatents Act, 57 of 1978

«  The Preferental 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 Prevertion and Combating of Corrupt Activities Act, 12 of 2004 as amended
.{*  The Promoiion of Access to Information Act (PAIR), 2 of 2000 as amended |
«  The Prometion of Administrative Justice Act, 3 of 2000 : !

»  The Public finznce Management Act (PFMA), 1 of 1999 as amended (Transnet is not;
bound by the Supply Chaln regulations issued in terms of this Ad)

Chapter 4: Appliceblz Legistaton and Policles Page 20 of 202
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; ¢ S LEGISLATION AND GOVERNMENT PDLICY
s The Promotion nf Administrative Justice Act (PAJA), 3 of 2000 as amended
»  The Second-Hand Goods Act, & of 2009
»  The Standards Act, 8 of 2008
s  The Trade Marks Act, 194 of 1993
o The Value Added Tax Act, 89 of 1991

4.2 POLICIES

421 Generat Overview of Transnet Policies

The following polides and procedures which are available on the Transne: Intranet are =
supplernentary to this PPM and should be taken Into consideration, whs 2 applicable.
Parties using the PFM must apply the most recent edition of the docur 2nts Yisted In

Table 3 below
TABLE 3
TRANSNET POLICIES AND PROCEDURES LOCATION
» Transnet Code of Ethics Compan. Secretery
Intranst ortal
s (el phone Policy ICT Intrz et Portal .
= PCDisposal Pollcy ICT Irtre et Portal
«  Conkracting Procedures Manual i5CM Int et portal

«  Construction procurement policy, processes, procedures and TCP Int= et portal
methods within Transnet Capital Projects

*  Declaration of Interest and Related Party Disclosure Policy Company Secretary
Intranet : ortal
+ Delegation of Authority Fremework Compan Secretary
Intranet - ortal
«  Gifts Policy ’ Comparn, Secretary
Intranet - ortal
«  Supply Chain Policy iSCM Inty nat portal
= Procure to Pay Procedures{P2P) b ISCM Int: net portal
« High Value Tender Process ISCM Int- inet portal
«  Records Management Policy Compar; Secretary
Intranet - ortal
«  Reverse Logistics Procedure I1SCM Inty nat portal
= Scrap Policy iSCM Int net portal
+  Suppller Development Policy . 1SCM Ino et portal
» Transnet Strategy for Broad-Based Black Economic ISCM Intr inet portal
Empowerment
« Transnet Broad-Based Black Economic Empowerment Policy for | iSCM Intr inet portal
Procurement
Chapter 4: Applizabla Legislation and Policies age 21 of 202
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4.2.2 Preferential Procurement

a) Strateglc Intent

JJ Patterns of radal inequality {(as well as other fonms of socia inequality) stubbornly persist
almost two decades after the demise of apartheld. There Is & :0 a huge disparity In income

] distribution between social groupings. Transnet will therefore -ct as a responsible corporate

I diizen in the context of its B-BBEE endeavours, by utilising +arious stategies to promote
empowerment more vigorously, Such strategles must be appli=d subject to the disdpline of
our oonstitutional framework to ensure that the overall objec ves of & non-redal and noin-
sexist sodety are achleved. Transnet will also apply these :etegies in @ manner as to
ensure that the constitudonal prindples of falmess, equity, tansparency, compelitiveness
and cost-effectiveness are not materlally undermined.

The strategies referred to above indude {but are not limited o) the following:

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

; + Ingeasing the welghting allocated to preference in 2 ¢ ricular bid beyond the 10 or
: . '}\n 20 points a2llocated in terms of the PPPFA;
o

R » allowing Further Recognition Criteria points to an er rprise whose current black
uwnership, management control or employment eclity meets or exceeds a

l ' ] stipulated minimum target (This will be referred to as F1C Current);

« allowing points for Further Recognition Griteria points sased on the extent to which

o an enterprise commits to improving or sustaining it B-BBEE performance over

) the contract period in the following areas in excess ¢° stipulated minlmum targets:

‘ ownership, management control, employment equity, sreferential procurement and
enterprise davelopmeant (This will be referred to as FRC Future);

! l + setting minimum B-BBEE levels as a pre-qualification ¢ iterlon to participate in a bid
o4 progess;

« limiting partldpation in a bld process to persons or erities owned by persans who
have been disadvantaged by unfalr discrimination;

« requiring bidding entiies to form loint Ventures (3Y=} with black owned entties,
alternatively to sub contract a minimum percentage o the contract ta black owned
companies;

( » stipulating that an Enterprise will not be awarded point : for its B-BREE status level if
R o It has indicated in its Bid response that It intends sub-c miracting more than 25% of
v the value of the contract to any other Enterprise that d- es net qualify for at least the
points that such a Bidder qualifies for, unless the Inter ded subcontractor Is an EME
that has the capabllity and ability to execute the sub-cc tract;
l

» stipulating that an Enterprise who has been award<d a contract may not sub-
contract more than 25% of the valua of the conlract Lo any other Enterprise that
does not have an equal or higher BBBEE status Jeve! ti-an the Enterprisa concerned,
unless the contvact is subcontracted to an EME that h=;s the capability and sbility to
executa the sub-contract.

» Requlring winning bidders to take steps to ensure:

*  management and daily operational Involvemer { by Black professionals and
managers as prescribed In the different sector c1arters;

= skills transfer and training; and
= employment creation and employment equity. !

l- Thapter 4: Applicable Legisfation and Polices Paga 22 of 202
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1 The underlying objediive of the Preferential Procurement methodology Is to create an
enabling environment for B-BBEE Enterpries to access avallable procurement

ﬂ opportunities within Transnet and to add valus to the supply chain, B-BBEE Enterprises
i will therafors be engaged as:

. » principal contractors;

'[ » joint venture partners;
« professional service providers;
e « subcontractors, suppliers and/or manuf-cturers.
i ( b) Scope and applicability
| .
: )] Transnet’s approach to Preferential Procurement applies to all purchases of
; o ) Goods and Services and will apply to all QSEs, EMEs as well as to large
; enterprises. T

{in The approach shall apply to ard im.act on all levels (Rand value) and types

') of Bids, Tt will also apply ta any dis-osal, letting or leasing of assets and the
.S Y aoquisiion or granting of any rigi t for and on behalf of Transnet. The
l.i_:)_r']' ) LA objective fs to design innovatlv: ways to promote Black Economic
oy G Empowerment.
: } ' {lif)  Bid documents must specifically stat 2 that B-BBEE preference in terms of the
i . 0TI Codes of Good Practice and/or « ther relevant Charters will apply.
H ) c) Objectives

()] Transnet encourages and will recgnise all improvement In current and
future supplier ratings.

{ii) Transnet will encourage wvalue-3dding joint ventures with B-BBEE
Enterprises. Bidders may develep ‘oint ventures in order to comply with

r Transnet’s B-BBEE requirements. Tt 2 following documents shall form part of
J their submission:

« ownarship documents showing he status of the partners to the joint
venture;
« Joint Venture Agreement;
= Joint Venture Deciaration Form; -nd
5- « any other documents as may be -equired by Transnet.
J.J,.J ' (i) Transnet accepts that bidders ofter: create Vs for a spedfic project only, on
o : the basis that the JV will only be cre ated if they are successful in winning the
business and a conbract is awzded to them. This Is known as an
unincarporated JV. A IV will qualif’ for polnts as an unincorporated entity
provided that the entity submits trelr consolidated B-BBEE scorecard as If
they were a group structure and that such a consolldated scorecard is

prepared for every separate tende., The Bidders must also submit a Joint
Venture Agreement for the unincorr orated IV,

d) Preferential procurement targets and reportihg

()] To promote preference in the procurement of Goeds and Services, fergets
} will be set by the B-BBEE Forum an.’ Implemented by all the ODs.

(i) The ovemriding principle In the seling of such targets is that a seclora!
approach will be adopted. Thus for sectors where there Is a high probabiliity
of finding B-BBEE Enterprises or where there is 3 need to accelerate
transformation, the terget may be st higher.,

Chapter 4; Applicable Leglslation 2nd Policles Page 23 of 202
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Transnet’s approach to preferential procurement is dealt with in more detall in
Chapter 10,

4.2.3 Supplier Pevelopment - Strategic Intent

a) Background

Government economic development polides such as the New Growth Path (NGP)
and IPAP II have increased the focus on how procurement at SOCs sudh as
Transnet can be levereged to achieve the nalional goals of redudng
unemployment, ensuring industrialisation and developing local suppliers.

Transnet strives to provide a competitive Service, whila at the same time, creating
opportunites for new entrants to the market and stimulating job creation through
the implementation cf its SO mission.

Transnet's mission Is to transform Its suppller base by engaging In targeted SDor - — = -
B-BBEE Initiatives to support local capability amd capacity boilding and
industriafisation whilst providing meaningful opportunities for South Africans with
particular emphasis on:
Black youth;
Black women;
small businesses;
people with disabilides; andfor

« rural Integration, upliftment and development.
Leveraging procurement to infuence the development of the local supplier industry
is key to realising Government’s objectives relating to growth, employment creation

and equality, Achieving SD objactives will provide the foflowing key benefits for
Transnet and the broader South African soclety:

» Acteleration of local capability and capacty bullding and transformation of
local business by promoting technology transfer, skitls development and job
creation;

= Focused regional development and upliftment of rural communities;

» Increase in Lol Content — security of supply, reduced cycle times, reduced
exposure to forelgn currency and reduction of supply chain costs {over time);

» Transformaltion of supplier dominance from large international or national

menopolles In order to create more oppertunities for locally owned and/or
Black owned suppliars; and

s Improved B-BBEE rafing for Transnet

A Transnel 5D strategy, SD policy and SD plan forms the framework within which
Transnet will implement its S0 initiatives.

b) Applicability

Al transactions Involving SD should be evaluated against the IC* Suppller
Development Malrix. This mattix {Figue [1] below) categorises transactions
according to three principles:

« Value leverage refers to ransactons where the financlal scale of the
transaction allows the buyer the opportunity to negotiate SD,

s Industrial leverage refers to transacons whereby the nature of the
procttrement 1s such that the scale and the industrisl complexdty of the item

being purchased zllow for tocal supply chaln development around a particular
Industry.

e Strategic importance to Transnet refers to the extent to which the Goods
to be procured has an Impact on Transnet’s core business.

Chapter 4: Appliczble Legislation and Policles
August 2012

Page 24 of 202



T - B B pert i i 5 i el e - L v O

FOR INTERNAL USE ONLY

F=BUNDLE-06663"

324

PROCUREMENT PROCEDURES MANUAL

B[]~ TC 5D Classiieation ot 1w

Once opportunities
Implemented ta
opportunities,

| August 2012

005

365-0001-0075

Based on the dassi-
that Transnat will -
and expliained in n
Outcomess), :

I Chapter 4! Applicable Legls'ation and Poilc ¢

The 1C° Supplier setopment Classlfication Matrix (refer Figura [1] above) assists in

categorising oppor'. itdes according to their industrial leverage, velue leversgs and
strategic impertanc: 0 Transneb

& ldentified it will be possible to identify the tools that should ba
wimise the full suppliler development potential from thesa

atlon of a specific fransaction, there will be certain SO objectives
ve to meel, These objectives are all aligned to national objectlves,
‘re detail in Chapter 12 (Determining SO Approach and Desired
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I ’—} CHAPTER 5 ; CODE OF ETHICS
I ] 5.1 SUPPLY CHAIN CODE OF ETHICS
o 3.L.1  Transne.s Code of Ethics sets ethical standards for business praciice . individual
. business conduct. It assists all Transnet stakeholders with their ethical Jeliberations
; and decisions. The objective of the Code of Ethics as it refates specially to the
I Supply Chain environment is to set the stendard by which all Trensnet Board
: member: and ernployees (Iinduding employees employed on fixed t=wmn contracts
: ] and tem>orery employees) are expected to act when engaging In any supply chain
. X refated zctivities. This will eam Transnet the reputation of belng:
t 8} trznsparentand fair In all dealings and disdosures;
by pcitically unblased;
- I . ¢). ccmitted to providing Quality Goods and Services; . .
d)  cocnmitted to transformation and empowerment;
‘9 e}  prud of its Integrity and credibility;
I ’ w f)  ccasistent In honouring its sodal, legal and moral ok%gations;
L) g) respensible and accountable; and -
o F h) reiable and aware of the need to foster loyalty and icyg enduring
I : 1 re ationships with all its stakeholders.
' 5.1.2 Al Trancaet employees should uphold the fallowing key values:
- 3)  actwith Integrity and professionalism at all times;
I ) ) b)  be honest;
c)  be committed and dedicated to high Quatity performance;
z . d) b= customer orientzted;
} g} repect and mainteln the confidentiality of sensitive Inform ation gatned
t ‘ough assoclation with Transnet;
: f) m iintaln accurate, honest and complete records in appropriate ¢ 2tail;
. 2 g)  prtect Transnet’s assets;
* h) trat al suppllers with respect and dignity and foster 1 productive
er viranment frea of harassment, Intimidation and discrimination.
)] reraln from uslng a position of authorlty and / or facllities provided by
. Transnet to further thelr awn interests or that of fHends and relztives;
V.. ) dzsist from allowing personal Interests to Influence business dedsions or
_ _,} i te ks and disclose any actual or potential conflict of interest;
N k)  hcnour the content and spirit of all business fransactons ard not abuse
Transnet's name; and

)] malntain an attitude of zero tolerance toward any form of bribe.y, corruption
ard inducements,

J 5.1.3 While crnsidering the advantages of maintelning a continuing re!ahz:-nshlp with a
. supplier. Transnet ISCM must avoid any arrangement which in the lorg term might
' H comproiise falr competition or prevent Transnet from achieving optiral value.

5.1.4 HNo s3ke to or purchase from a Trensnet employee Is pemnitter] under any
drcums-ances. This excludes sales by auction or such other exceptics as may be
authoriz2d by management from time to time, |

5.5 Former 2mployees of Trensnet shall not be restricted from doing Husiness with

Transne: unless they have been- restricted from doing so In terms af paragraph

. 5.1.6 be'gw, Due diligence should be exerdsed by evaluation teams to determine

I whether any undue influencefunfalr advantage could have been pos.ible between

vt any Traasnet employees and the former employee, This should be & tught to the

' AC's atizntion, and should be stated clearly In submissions to the AC or to the
] delegatzd Manager for transactions falling below the AC's jurisdiction.

~[ Chapter 5: Code of Ethics Fage 26 of 202
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' 3.1.6 Former employees of Transnet who were dismissed following disdplinary action or
who had resigned to drcumvent discplinary action following charges relating to
I i dishonesty {e.g. bribery, corruption, theft, etc.) shall be formally excluded from
- future business dealings with Transnet. They will be blacklisted for 2 specific period
u and their names shall appear on Transnet’s List of Excluded Bldders (see Chapter

l ? 23 on Blackiistng).

5! CONFIDENTIAL INFORMATION AND TRADE SECRETS

%21  Employees have access to information related to Transnet’s business strategles and
. contractual relationships with third parties. This information must be regarded as
! trade secrets. It Incudes Intellectual property, know-how, processes, techniques,
; technical detafl, methods of operating, cost and source of materizl, pridng and

purchasing polides, systems design and development information. 1t also indudes
" the contractuel and financial arrangements between Transnet and its customers

) ’ and suppllers. In this regard, all employees have a duty of trust and confidence and

a duty to act at all times In the best Interests of Transnet. The disclosure of trade

secrets or any other confidental information could cause serfous damage to

I : !j Transnet, and possibly daims of damages for breach of contract agalnst Transnet.

5 ’K.j%-“:-. .22 No employee may discuss or disdose prices which have been quoted or charged to
s Transnet,

"} “.2.3 No employee may disciose information which would, or could be percelved to place

l L a Bidder in a belter position than its competitors, or which would put Transnet at a

disadvantage against Bldders or suppliers.

' 724 Where it Is necessary to distdose confidentiel Information to potential suppliers In
I ! ) arder to soficit Bids, Non-Disdosure Agreements {"NDAs") must form past of the bid
documentation. The NDAs must be signed by all Bldders.

l ‘ } 5.. INTELLECTUAL PROPERTY RIGHTS OF SUPPLIERS/TRANSNET

731 Transnet will acknowledge and respect suppliers’ intellectual property (IP) rights.
- Transnet will also seek to promote fair competition,

32 It is reommended that In cases where the IP of suppliers Is at steke, Transnet

I ; should hold darification sesslons with potenfial Bidders in order to clarlfy the

positon regarding 1P rights. Furthermore, before conduding a contract, Transnet

should ensure that all issues of IP are properly addressed In the contract and that
I both parties understard the nature of the agreement.

Al 3.3 Depending on the merits of each case, one of the following apprecaches will be

- followed and must be stipulated upfront In ﬂ'le Request for Proposal ("RFP")
,)r‘;] document:-

l a) Transnet may choose to pay the supplier cutright for its IP In the Goeds and
V purchase the Goods with Its IP. In such Instances, the supplier refinquishes
its rights te the IP and Transnet acquires all rights to the Goeds, This applies
I to all spedfications, drawings andfor prototypes. Transnet Will disclose this at
L RFP stage and all aspects pertaining to IP will be negotlated and captured in

: the contract between the parties. Transnet shall have the right to procure its
, ] future requirements via an Open Bld process and the original
It,, . designer/developer wili be free to participate.

! b) Transnet may choose to share the IP with the supplier where Goods were

jointly developed by Transnet and the supplter. In this scenarlo, Transnet

l shares the IP and the royalties emanating from the development of the
1 ,Goods. This must be clearly set out in the contract between the parﬁolas.

o c)  Where an existing patented artide Is required by Transnet, Transnet may

choose to confine the tender to the manufacurer concerned or issue an

I Open Bid stating that the patented item or *anything similar” Is required. In

l Chapter 5: . ode of Ethics Paga 27 of 202
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this instance the supplier remains the owner of the IP in respect of the
artide.

54 GIFTS AND GRATUITIES

Al business dedsions and transacons must be made with uncompromised
integrity, honesty and objective judgment. Transnet does racopnise that in
executing its business and applying industry nerms, employees may be required to
accept or give gifts as a token of appredation, The Transnet Gifts Policy regulates
and controls the 2cceptance and giving of gifts.

The acceptance and giving of gifs exczeding the value (currently R750.00)
stipuiated In the Transnet Gifts Policy, as amended from time to ime [s prohibited.

The occasional exchange of glfts not exceeding this value may be accepted,
provided that such gifts are net spedfically intended to influence any procurement
or sales decisions and are:

a)  Dedared to the employee's immediate Mé-nager;'and
b)  Recordedin a Declaration of Gifis Register,

Under no drcumstances should gifts be accepted from prospective suppliers,
regardless of value, during any bid evaluation period induding a peried of 12
months after such bid has been awarded. This may be perceived a3 undue and
improper Influence over the bid process.

Gratuitles, bribes or kickbacks of any kind must never be sollcited, accepted or
offered, efther directy or Indirectly. This indudes money, loans, equity, spedal
privileges, personal favours, benefits or Services, Such favours will be considered
bribery. This Is unlawiul and the appropriate crimina! / dvil action will be enforced.
If 2 supplier or employee offers or accepts such “favours” or bribes, It must
Immediately ba reported to the Manager in charge of the function for appropriate
action. In accordance with the ordinary piindples of delictual Hability, Transnet i3
entitled to recover all damages suffered as a result of the employee’s corrupt or
negitgent conduct from that employee, Any person who has offered a bribe to a
Transnet employee may also face aiminal or dvil acton andfor exclusion frem
future Transnet business.

Employees are not permitted to accept gifis or buy Goods or Services at artifidally
low prices, not available to the public. Employees are also not allowed to accept
persanal favours and hospltality which might be deemed by others, to Impinge
upon the employee’s sound business judgment.

Overseas visits on invitation by and at the expense of prospective suppliers wiil
under no croumstances be permitted. Should an overseas visit be deemed
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 cumment suppliers offer to pay for Transnet
employees to travel to thelr offices or plants overseas, these requests need to be
properly motivated and approved by the GCE or the relevant divisional CEC or
Group Executive.

The following business courtesies sre allowed, provided that the cost per instance
does not exceed the amount as stipulated in the Gifts Poliy:

a) entertalnment;

b) advertising material of small Intrinslc value such as pens, paper-knives (letter
opener), diarles, calendars, etc.

A monetary iimit will not be placed on the following:
a} business meals; and

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

I Chapter 5: Code of Ethics Page 28 of 202
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exceed the limit set in the Tansnet Gifts Policy, should be accepted, entered

into the gifts register and :.bmitted to the Group Company Secretariat for
i1 disposal in terms of the Gitts : olicy,
i} 5.4.10 .n addition to the procedure for accepting gifts set out in the Gifts Policy, Supply
- “haln staff may only accept gifi: after approvel from thelr Manager, Supply Chain
; #aff must declare all gifts irrest xctive of value. Supply Chain Managers must keep
R 3 proper gift register of 2l gi 5 and hospitality offered to their employees by

} , suppliers and contrectors, and -ce versa, Unauthorised glfts that have not been
| sccepted (e.0. exceeding the abr vementioned limit) should also be entered into the
it register with an indication hat they. have been returned to the supplier or
’f surrendered to Transnet or any ¢ *her appropriate action that may have been taken.
; 5.4.11 Al Supply Chain gift registers mt.st be submitted to the relevant AC Chalrperson for
. ‘eview on a quarterly basis. A 7ift Register Template Is alteched to the Transnet
/ l Sifts Policy and must be used =: all times to ensure that 2 refevant Information . ... _ .
) and signatures of approval are 7 ptured,

- 55 DECLARATION OF INTEREST

- N 551 ‘nterms of the Companies Act 7't of 2008, directors or officers of a company have
L ::]' 1 duty to disclose their interests 1 contracts.

? 552 ~or the purpases of the Trar.inet Dedaration of Interest and Related Party

Jsdosure Policy the requireme: t to disclose !nteres!s in contracts is extended to
nclude all employees.

5.5.3 The Transret Declaration of Int-rest and Related Party Disclosure Policy deflnes a
) onflict of Interest as “a sizlaton in which private interests or personal
onsiderations affect, may affa: ;, or may be percelved to affect, an employee’s
udgment in acting in the be:: Interests of Transnet. This indudes using an
r } amployee's position, confidentiz information, corporate Bme, material or fadlities
o
}

private gain or advancament, or

the expediation of private ga. 1 or advancement of the employee or any member
of the employee’s famfly, or ¢ iends or business assodiates of the employes.”

5.5.4 The Trensnet Dedaration of In: rest and Related Party Disdosure Policy places a
Juty on all employees who have 3n Interest, either directly or Indirectly, inany new
o existing contracts with an e tity extermal to Transnet which may condudt, or
loes conduct business with Trar. :net, to declare such interest.

' })f'-),,. i 3.5.5 Adirectinterest in a bid indudes the following:

1)) Where the employee or Tr insnet Board member Is -
{) ashareholder, memt r or director of a bidding enterprise;

(i) a shareholder, memt :r or director of the holding company of a bidding
enterprise; or

(i) a shareholder, mer ber or director of a subslcilarv of a bidding
enterprise.

7} Where the emplayee or T: insnet Board member 15 a diredt family member or
k a dose friend or asseciate of a person who Is -

() ashareholder, memt r or director of a bidding enterpﬁse,
(i) & shareholder, memt xr or director of the holding company of a bidding

! enterprise; or
N (i) a shareholder, mer ber or director of a subsidiary of a bldding
enterprise.
' ] 5.5.6 Oedarztion of a direct Interast v 1l result in automatic recusal of an employee,
; ‘
I Chapter 5: Code of  thics Page 25 of 202
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55.7 Anindirect interest may Include, but is not limited to:
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2)  belng involved with the drafting of the specification or bid documents;

b

b}  belng involved with issuing / advertising of the bid; or

¢}  being involved In the evaluation, and subsequently belng invoived In the
adjudication of the bid (applicable to members and/or altemates serving on
the relevant AC).

5.5.8 Any Indirect interest of an employee in a bid or offer must be dedared and the
Manager concermed will determine whether the employee should recuse

him/herself, The reasons for this declslon must be offidally recorded and kept on
file,

5.5.9 Bid documents must always contain a dause for prospedtive 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 assoclates,

S 5.5.10 Although business with Enterprises that have relationships with Transnet
employees [n terms of 5.5.9 above is not prohibited, it is imperative that it be
properly declared and explidty pointed out in the submission to the AC. This will
aliow the AC to consider all relevant facts and decide whether such involvement by
a Transnet employee could be regarded as feir or whether other prospective
Bidders wili be prejudiced ¢or may be percelved to have been prejudiced thereby,
Bldders failing to dedare such relationship(s) will be disqualified from the bid
procass. Centrads moncluded without adherence to this rule, will be terminated and

: ‘ disciplinary action will be tzken agalnst the relevant Transnet employee(s). The

}

company or companles involved will be placed on Transnet's Ust of Excluded
Bidders,

] 5.5.11 All Transnet employees / board members involved in procurement activities are
: under a duty to declare their interests as scon as they become aware that they
1 have a direct or Indirect interest in a particular matter. If any doubt arlses as o
{ whether an interest should be declared or not, the employee concerned shall seek

-—

Cr}

ey

R NS TN .
PR
et [——

guidance from the office of the Company Seaetary. The following must be noted
with regard o the duty to declare interests:

T a) In terms of the “Dedaration of Interest and Related Party Disclosures Policy”
ST all employees are required to submit an annual declaration of interest. These
- declarations are kept by the Group Company Secrelary for employees at

Group. Depending on the spedfic OD, declarations are kept by the OD

Company Seaetary, Comptiance officer or the Legal department In respect of
OD employees;

S b) in addition to annual dedarations, all employees involved in procurement
! should mzke a quarterdly declaration of interest which must be kept by the
ﬁ relevant Manager;

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

I
l ‘ d) employees Involved in procurement activities ‘other than evaluation, post
tender negotiation, or adjudication (such as buyers} will only be required to
dedlare an interest if they In fact have an interest in a particular matter. Should
such an employee not make any declaration In 8 particular matter, he/she wil

Chap: v 5; Coda of Ethics
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ta deemed not to have an interest In the maiter. If It is later discovered thz:
— zn employee did have an interest which hefshe failled to declare, suc.

f employee will be found to have falled to comply with the duty to dedai-
i -Inflicts of interests.

i”] e) A proper register of Dedarations of Interest should also be kept by Manager .
rasponsible for departments Involved In purchasing and disposal functons 2
l well as hy the Secretariats of the relevant ACs,

II 56 FRAUD AND CORRUFTION

5.6.1 Transaet Insists on honesty, integrity and acting beyond reproach at all imes an
will not tolerate any form of Improper Influendng, bribery, corruption, fraud or an
ather unethical conduct on the part of Bidders / Transnet employess,

}
' 5.6.2 If Trensnet’s 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 -
- Trensnet employee, any brbe, commisslon, or any unauthorized gift, loar.
} advartage or other consideration, Transnet shall be entitled to revoke the bid
T cortrict by follewing the process that governs the Exduslon of Bldders. Upc
R P b gppreval by the GCFO or duly authorized delegate, Transnet will be entided &
) - place any Bidder / contractor / supplier who has contravened the provistons o
‘Trans et’s business ethics on its List of Excluded Bldders. Furthermore, In terms ¢
S : secticn 34 of the Prevention and Combating of Corrupt Activitles Act 12 of 2006°
Transet will refer all matters of suspected corruption to the South African Polic .
Servicas (SAPS) for further Investigation. ‘

} 5.6.3 Transnet reserves the right to excude a Bidder from further business andfor &
cance! all existing contacts, should a Bidder/supplier be found to have atted in bz
faith or engaged In misconduct towards Transmet. Furthermorg, no part of

I g contr=ct may be subcontracted to an Exduded Bidder.

!

5.64 Bid duocuments should always contzin a dause indicating that any suspected frauc
corructon or other unethical activies should be reported to Transnet Tip-of':

-

-

F)

' ] Anonymous at any of the following addresses and contact numbers. Confidentialic
' ) {s guerantesd at all Bmes.

¢ ~  Toll-free anonymous hotiine : 0800 003 056

= Email } Transnet@tip-offs.com
l l «  Fax number : 0800 007 788
73‘} - - Freepost DN 298, Umblanga Rodks, 4320

l o 57 SANCTION '

. f Non-com Alance with the Code of Ethies Is considered to be misconduct and employes

i may be subjedt to disciplinary procedures that could lead to dismissal as well &
l ] criminal =ndfor civil action.

Fage 31 of 20
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'l
A CHAPTER 6 : DELEGATION CF AUTHORITY FOR PROCUREMENT PROCESSES
-
N .
g 5.1, HOW DELEGATICN OF AUTHORITY WORKS
- Figure 2 below explains how authority '3 delegated from the Minister of Public Enterprise to
; ( the varisus structures and persons withia Transnet via a series of sub-Gelegations:
' ( How Dele jation of Authority works within the context of Pracurement

The Transnet Board acquires it Delegation of Authority from its

; appeintment as the account’ng authority of Transnet by the
Minister of Public Enterprises in terms section 49 of the PFMA

The Transnet Board sub-de 2gates certain powers to:
1) The BADC
2) The Group Chief Executi-e (GCE)

.+ The GCE sub-delegates cer 3in powers to:
1) The Group CFD

2) The CEOs of OD’s and Shedalist Units
3} Group EXCO members

| The CEO sub-delegates ceraln powers to hisfher CPQ

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

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

Category Managers sub-d:'egate certain powers to Commodity
Managers

Commodity Managers sut delegate certain powers to Senior
Buyers and buyers stc.

LT Figure [2] — Jelegation of Athotity [ LT iR LT
! |

Chapter & O« :gation of Authorlty Page 32 of 202
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' | 6.2. DELEGATION OF AUTHORITY FRAMEWORK
'“} The Transnet Delegation of Authority (DoA) Framework sets out the powers delegated to
I certain offidals (e.g. GCE, GCFO, CD CEOQ, etc) to perform specified tasks in relation to
i various areas of operation {e.g. financa, treasury, procurement, ete). The following powers,
s depicted in Table 4 below, are derived from the Transnet Delegation of Autherity Framework
: ‘1 dated 1 May 2012. However, pleass note that these monetary limits are amended
I ! from time to time. Employees are therefore required to familiarise themselves
; ] with the snonetary limits contained in the current DoA Framework.
l ___YABLE4
. SNy prcwalAuﬂmrlty(R nilen).".
; =]..on : GCFo.w.-
: | cens&. .
. l - || TePGE | . .
l E f_jg; Lﬂ;ﬂnzﬂﬂf *_‘-Rmm Nl <R25m it SRS0m
. Ca ,es-uaf K
Do Framewcrk_-
{C. mlaﬂve par ‘
| ' il <R7Sm sR450 | =RS25m | sRE0OM | <R750m | £R1,500m | >R1,500m
m
s |
l :--'J e 5543 of -
| Dc  Framewark
. ] Ap; roval t Nif N2 il ] il SRI50m | ZRL,000m | >R1,000m
1
_1 'Mc. aga-nent’s - Nil Nl Nil Nit NI <RSGm | <R1,000m | =>R1,000m
. int. ‘vennoﬂ b
f i ad. BSS g
- o pnancc wﬁh
I R :
‘ ) ) Q= se 54487
s Oc meework
I ' (€ ¢ wonaton)
. ) e rinte® 7] <R3om =RSm 2R450 | <R52Sm | =R&0Om | =R750m | =R1,500m | >R1,500m
. - subject to m
the contract
. period not
i ] exceeding 5
i | Years
'; ] 6.3. POWERS VESTED IN TRANSNET OFFICIALS
. It Is important to bear In mind that not all powers vested in Trensnet officials are contained
i3 in the DoA Framework, In the procurement context, certeln powers are also vested In
] officals 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
0 Transnet cffidals in terms ?f the DoA Framework, the PPM and their job function, F
l ] respectively: i
i ]
l . Ch: ster 6; Delegation of Authority Page 33 of 202
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M .
:i;.l:‘-fg'- IS e m Lt
3 [}elenation i tem l.‘
| a,aeneral bla "'
; LSl R S
+Approve Confinements <R250m .
4 *Consultants KS0n Final arbiter for 2ppeals on Responsible for the day-to-
' +Condonations £ R250m Blacklist day runnlng of Transnet
\ +Geing to markek on open tender e £y minning
f B slgn contracts < R300m
{ “Consulants SP25m
: «Geing fo market on epan tender || Approve decision to blacklist
; . & shn confradts £ R400m o - . NiA to proqurement
o *Approve consultants £ RSm Approve OD Approved Lists _
. Geing ta market on apen Appoint AC & Chairf members Em‘ﬂz for the dapto-
B tenders & sign contracts $ Medate disagreements betwesn o;‘;m Sidon
. R300m AC and fins/procurement, ete. 9
" Delegate powers to CFSTs, COFET
: Geing to markek on open B PTN teams, empawer Responsible for the day-to-
i tenders & sign contracts procurement ta vtilise quotation || day running of the 0D
depending on the value sysiem & emergenty purchases || procurement function
' delegated by the OD CEO and Initfate blackisting
; proceedings
i
Faclitate CFSTs, CFET & PTH
4 Gaing to market on open tEams fesporsiuie for the day-to-
: tenders & sign contracts Utilise quotation system and day procurement tasks and
- depending on the value emergency purchases, issile functians
delegated by the OD CPO open fenders and initfate
: i blacklisting cases

i Figira [3] — Tvpes of Delegated Authorities - . -

-

64. DOASUMMARY

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

f
| -
|

Chapter &: Delegation of Authority
: August 2012
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Procurementapproval processes at Transnet

-

. -y
) et

s i . o Contractsign off /
. - Goingtomarket, - Processappr oval award of business
3 s Prior2pproval of .. « Once the procurement * After approval of the
: chosen procUrermient - process is complete, 'a process followed, the
: “mechanismand -~ =N recommendationmust | person/structure with
. strategy.” .7 © 7. R&  bemade to the relevant theappropriate .
« Differing thresholds for - governance structure delegation of authority
‘ opentenders, . = . {an Acquisition Council must award the
confinementsand . or higher) to approve |, business to the
" consultants. - . the process followed. . successful bidder and
- ' : . + Once the process s - sign the contract.
) I " approved, the contract | , :
must be concluded by
} the person/structure
with the appropriate
,‘r\ delegation of authority.
L 1 | ,‘ [ e .- Figura [4] ~ Procuremernt 3pproval processes . . < . T
‘ The thresholds applicable to the varlous approval steps are depicted In the diagrams below.
' (a) Thresholds for approval to go to market
¢ } Confinements 'y Open tenders
N D e
B
‘ }
: 8 T AT
VoL '
. l Hnterms of § 54{4} of the PFMATmﬁ;-net must obtin Ministerial approval for the acquisition of 3 significant
; asset (exceeding R2,5 hillion as per the latest Shareholder’s Compact) before proceading with the acquisition.
\ ] #In orderto frama an approved list, authority to approach the market must be obtzlned from the maln CD AC.
} ! [0 avt 5T Frgur [5] = Threshbids for approval ta 5o t markel.;7.s. ]
! j ;
)
.
. Chiapler 6; Delegation of Authonty Page 35 of 202
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o {b) Appointm=nt of consultants*

= Approval bmits are cumulat. 2 par annum.

*+¥In termg of s 54(2){(d} of the PFMA Transnet must obtain Ministerial approval for the acquisition of a significant
asset (exceeding R2,5biflion ¢ tha value of Transnets asset base) before proceeding with the acqulsidon,
#1Inorder to frame 2n approv - 4 list, authorlty to approach the market must be obiained from the malky OD AC.

(o T rlgure [6] = Appointmentof consilEnts s A ]

(<) Thresholds for Sovernance Structure approval of

.| v
|

I progess
i |
e B
. *NOTE: Should any S Risnn
t appraval body notagres S S T
1 with the recommendation, S e
: gae mattar must be seferrer — : :
, ack to the recommending -
} officer(s} for reconsideratior - BoardrAcqmsutlons a" 2‘
I | * or remativation, § Comm ttee
b, y

Upm but not exceeding
! RSDOmIIﬁon ’

o ] Recommendations: The R 2, main AC and the BADC will support the recommendation for ransactions abave
; their Hresholds, Local/Regic: al AC normally only conslder tansactions <R2m but OD CEOs may at their
. I discretion increase these thres wolds.
* In terms of s 54{2)(d) of t+ - PRMA Transnet must obtain Ministerial approval for the acquisition of a significant
} asset{exceeding R2,5 billon ¢ * the value of Transnet’s asset base) before procesding with the acquisition

1
1
:
i
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(d) Thresholds for contract sign off / award of business

ey Y

mgﬁrx‘ ,.';_'Ef

*In terms of s 54(4) of the PFMA Transnet must obialn Minlsterial approveal for the acguisition
of a significant asset (exceeding R2,5 billion in terms of the fatest Shareholder’s Compact)
before proceeding with the acquisition.

[ " Ili. Figure [8]= Thresholds for contract slgn off.] award of busifsss =, " .71 |

(e) Management's intervention to address non
compliance with procurament policies & procedures
(Condonations}

Chapter 6: Delegation of Authority Page 37 of 202
August 2012

OOl 0365-0001-0087



. -L‘ e |

—r oeetae

005.0365-0001-0088

FOR, INTENAL USE ONLY

o T G D D A i e ST R KNI A

337

PROCUREMENT PROCEDURES MANUAL

Lt ——p—.
=7

Backg ound and Context

e et wlacaime ars i n vrmdn e s e e T o

chapter 7 Demand Plannmg &Demand Management
: Preface .
Demand levers :
Rolé of prucurement m managlng dernand
Demand process
Checklist for demand planning & management
* Sourcing Strategy -
Chapter 8: Internal Procurement ] Interdivisional Suppnrt
Chapter 9: Contract Options -
. Summary of contract options
” Contracts > 2 years .
- Standard Transnet Terms and Condhons
Chapter 10: Preferential ProcurementApproach .
: .+ Targats -
+ Mechanisms .
1 > Measurement of BBBEE status
: Chapter 11: I.ocal Content’ . ‘ ;
1% Chapter 12 Supplier Developmeént Approa:h
: . » Categories of SD transactionis
"« Process of eategorising transactione
-+ Evaluation criteria .
el Chapter 13 Deterrnmmg Evaluahon Crrtena
%f. .+ Choosig an zppropriate evaluation method
I .+ Detérmining evaluation criterld - . Ll
: © ¢+ Defemming weighl:rngs of evaluatren criteria -
= 3 chapter 14: Main Procurement Mechamsms j
. Quotahon System :

.
L]

."

*

»

-

[ . -+ The open bid process (RFP) -
: : _.#. Approved list purchases
E:é . e 7. ¢ Two stage bidding pmcess
f Chapter i5; Sjecial Cases o
2 i .+ -Confinements :
. > Emergency procedure .
== =", "-» High Value Tender Process,
- Unsolicitéd bids - :
N R Contract consofidation . - . '
oW L ;- Acquisrtions assodated with lncnme generahng contracts
N o ClotoMalket PR T ,

-—-..gm.....-..-e- G i — a4 AT f s Y e Y o o e

Eva!uaimn and Adjydicatzon

Eha Aute. e

s pr—ea e

[ Sam m e n g e aaa .

Contract Management R C :

r m———re et

Bl e A

e s e v 4 St o~ 8 L e

- 5 Funct:ons of Governance Structures ) -
| Apsendices - DU ‘A B S ¥
August 2012 Page 38 of 202

o o FRANSNET-REF-BUNBLE-00616:



mr e s s o TRANSNET-REF-BENBEE-006 17
| 338

i
)
L FOR INTERNAL USE CONLY PROCUREMENT PROCEDURES MANUAL

TYPICAL PROCUREMENT CYCLE

Flgure 10 below depicts a typical procurement cycle. Comprehensive guldance on each of
these steps Is dealt with in the Chapters that follow:

g mam-

[N

R !
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o _——
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CHAPTER 7 : DEMAND PLANNING & DEMAND MANAGEMENT

7.1. PREFACE
7.1

Demand Is a business requirement for Goods/Services ralsed by the
business/QD and recelved by the procurement department for further
processing, such as sourdng and payment. There are Z areas of demand

. I.e, demand p'anning and demand management.

Demand Planning is the first step n 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.  spedfications are pretisely 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.

i
o

Demand planning is a medium term and cross functional planning process
supported by a series of meetings that promote alfgnment, dedision making
and coordinated action towards achievement of finandal budgets and
organizational strategy.

Demand Maznagement is about understending 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 serva demand
more efficently and by doing so reduce costs.

Demand management is zbout understanding the factors that drive
demand for Goods/Services and ebout using this knowledge to identify and
Implement new and Innovative ways to ellminate, reduce or serve demand
more effidently and to support robust demand planning — and In so dolng
optimise value and quality by enabling suppllers to have a forward locking
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
involves the reviewing, monitoring 2nd improving of dernand.

Pemand review i5 a stategic dedsion process ensuring that all
stakeholders are fully aware and agree o the Goods/Services that are to
be procured, why it Is to be procured, how [t is to be procured and the
cost,

Demand monitoring is a tactical process ensuring that only the required
quantty and Quelity of GoodsfServices are sourced from the right
suppliers,

Demand Improvement [s a strategic and a tactical process ensuring that
the quallty of demand Improves continuously as the demand management
process matures, with |hitiatives such as redudng the demand and
rationalising the Goods/Servica portfollo.

Chapter 7; Denand Management Page 41 of 202
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7.1.9. ‘Therefore, the purpose of demand planning and management is to ensure
that the resources required to fulfi the requirements ldentfied In
Transnet’s Corporate Plan are delivered at the correct price, time and place
and that the delivered quantity and quality will satisfy those requirements.

7.2. DEMAND LEVERS

: 7.1.10. The intention of demand planning s to:

( 7.1.10.1. to have a clear view of the demand requirements for major

- strategic commodities;

1' 7.1.10.2.  to ensure that end-users and the procurement department are
brought closer together in order to enhance effidency and
achieve value for money; and

7.1103. to foster an improved working relationship of openness

~ between Transnet and its suppliers and/or service providers. -~

A demand consists of varlous demand levers that are managed by the demand planning and
management process. These levers are:

TRANSNET-REF-BUNDLE-00620

AL
- TABLE 5
' 3 SOURCE The origin of the demand such as the Initiaing department or
; oD
o REASDN o l The mativation for the demand such as why these
} Goads/Services need to be sourced
QUAI'*I‘l‘l'I‘Y - Review the number/scope of the GoodslSeMces requ:red ]
|] SPECIFICATION Oppgrtunub/ to su_’nphfy/.s‘tandarq:se specifications s
- TIMEFRAME Reduce demand frequency
CO_ST N “ 7 | The Indicative costof; ﬂ1e Gocds!Servlces that need to be
L ' ) _sourced ..
_ PREFERRED The preferred supplier {if any) for the requested
SUPPLIER Goods/Services
. Cther potential suppiiers who could also be In a position to
; supply the same Goods/Services

—) il
'~ - =it

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/predicon of demand;;

« identifying opportunities for Improvement of the entire demand management
functicn;

« short-lising and prioritising iImprovement 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

|
|
' } inldatives. |
)
}
|

74. DEMAND PROCESS

Chapter 7: Demand Management Page 42 of 202
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Figure 1" below gives an outline of the main steps in the demand management process.

Idantify, approve and communicate demand
« Define business nead
« Compila demand dacument f requisition

. ....‘I
- trn sl

Process demand

*Validate and prioritise demand

» Review naturs and quantity required

* Reduce demand frequency

* Consider alternative ways of filling demand

,”ﬂT

)

- 1| Establish a cross functional sourcing team (CF5T)
1] *Compozitton o N P
* Functions

) | wr o T R e f11) - Demand Steps - R L W]

\
'} Far sourcing events feffing within the threshold for High Value Tenders, refer to the “High
: Value Tendz Process (HVTP)” available on the ISCM Transnet Intranat,

|
i
i
|
' :
I |
!
i
|
1

Identify, approve and communicate demand
Define business need
Compile demand document / requisition

1) e T 4.1, STEP X : Identify, approve and communicate demand

l . a) Definition of businass need
‘ The end users in the business {operations) need to follow the steps outlined

‘ below, In order to ensure that there Is a cJearly defined need In the business:-
{1) conduct a needs analysis to establish requirements relating to the
- business, taking into account all required capital acquisitions,
: plannied malntenance, 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
Transnet’s curent dient base demand andfor commitments made

j by Transnet’s sales department); ,
' (1) establish and consclidate the reasons for the need;
(iii} ratify the need irrespective of whether it Is a CAPEX or OPEX

} acquisition and zpply for and obtain budget approval; and ’
l (v) draw up an annual procurement: plan. ‘
‘] b) Compitation of demand document (per transaction)
I Chapter 7: Demanc ! nagement Page 43 of 202
l August 2612
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l v
The end users In the business (operations) are responsible to provide
r procurement wih @ detailed demand requisition, This should provide a clear
l : ] description of the funcion, required specifications, drawings, and where
v appllcable it sheuld:-
{ )] Indicate the quantty/-es required;
| ] ? G indicate the frequency/-les required;
" (@i indicate the quality required;
(v, Indicate the unit of measure;
' ; W) Indicate packaging, if applicable;
(vi: attach the relevant spedfitionfdrawing, where
applicable;
{vi) provide previous. price or esimated costs and
' B budgetary requirements;
: (vi) indicte the expected delivery date(s) and delivery
(’13 address(es);
| - : (ix" Indicate any logistical and/or storage requirements;
k,-‘;‘ K o any material obsolescence risks; and
I B e suggest potential sourcefs of supply and a brief
l i analysis of the supplier industry landscape, if avallable,
14 The demand d:cument should first be approved at an operational level. Once
! } that Is completd, it should be submitted to procurement. Operations should
submit this dcoument tmeously, and allow suffident time to acquire the
. Goods/Services, given lead times and governance processes.
B
f'}
l L
‘ } Pracess demand |
L Validate and prioritise demand
") Review nature and quantity required
. Reduce demand frequency
5 ,
l j},)- 1 Consider altermalive ways of filling demand
7.4.2. STEP 2: Processing Demand
l ) a) Vaiidate and prioritise demand i
- Precurement shall establish the following:
: (] Is the demand document/requisition duly approved by
¢ operations?
l - il Is this a critical demand? ("Gitical” Is defined as baving
v an Impact on the Service provided by Transnet or the
f j profit made by Transnet). '
L (i what would ba the impact on operations If the
procurement did not ocaur?
8 | 1
J b) Re rlew nature and quantity required !
' Procuremernt shall estabiish and review the followina:
l\.l]
} Chape -7, Demand Management Page 44 of 202
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Establiz 1 whether this Is 2 requirement for Goods or a
Service?

If Goac's are required, whether the demand will be on-
going .. once-off?

1f Gooos ate required, determine how many types of
ftems 2 quantity of each item are required In totat by
operati-ns at present time and golng forward? What
are the aptions (If any) for redudng volume?

If 2 Sevice is required, determine for what length of
tme t-e Service is required? (Indicate length of
Transn=t's previous use (If any) of the specific Service).
Couid 145 be reduced or extended?

Deterir: na the estimated value of the sourding event (if

not pre ided by operations) to establish which sourding . _.

procass must be followed:

¢ if bilow RZ milllon, or lower threshold set by the

00 CE0 for Open Bids, use the quotation system
(sa+ Chapter 14);

s if o er RZ million use an “open RFX", approach {see

Chzster 14); and

» if w thin the threshold for High Value Tenders, use

the High Yalue Tender process (see iSCM Transnet
Intr inet portal).

‘Reduce demand ¥ -equency

Procurement shall < stablish and review the following:-

0

(i)

If the 3pods to be purchased will require additional
purcha:2s going forward, is it reasonable for an “as-
and-wt :n call off” contract to be esiablished? State
reasor:: either for or agalnst an “as-and-when calt off”
coptrac,

If a S-rvice is required, what is the length of the
anticipred contract? Explaln ratfonale for this time
period.

Consider alternat ve ways of fulﬁlllng demand

Procurement shall ¢ stablish and review the following whether:-.

0]
)]
D)

(™)
W

the rec ired Goods can be re-engineered or reclaimed
from e sting assets or Goods;

any ot 2r OD can manufacture the required Goods or
provide the required Service; T

the Ge.ds are aurrently avallable in another OD with
spare ¢:padty;

this is & stock item; or

this tt=ry Is avallable on a current contrac— even If (L is

potenti: lly at another OD.

Establish a cross functic 1al sourcing team {CFST)
Composition
Functions

|

Chapter 7: Damand Management
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STEP 3 : Estabi sh a €ross Functional Sourcing Team (“CFST™) in
the case of ac-.uisitions greater than R5 million or where the
quality criteria |: not a simple yes/no decision

a) Ratic sale for the formation of a CFST

Pemand managems i shall be a cross-functional exercise with a view to ensuring
that end users, pro:rement and all stakeholders are brought together in order to
enhance effidency ¢ id achieve value.

b) Camy asition of the CFST

Procurement sha! establish a CFST, consisting of at least the followlng
roles: Procuremer ., operations (end users), SD (induding B-BBEE) and risk.
Cther possble spresentatives are flnance, treasury, maintenance,
tegistics/warehousng, disposal and legal or governance.

In Instances whe 2 the sourcing event is unmmpllc_ated and the rsk to
Transriet is low, he CF5T aan be comprised of only procurement and
Quality (technical’, representatives.

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
members is requic {d for continuity.

) Func-iens of the CFST .
()  Dete. nining specifications:-

“Spe- fication” is the terminology used to desaibe the
requ! 2ment for goods.

If G 3ds are being sourced, consider whether there Is any
oppc tunity to purchase standard "off-the-shelf” Goods.

If th- e are technical specificatdons:-

« e must be complled with a view to promoting the
b sadest possible competition, whilst stili assuring that
¢ ezl elements of performance or other requirements are
2. leved;

= 3 =tain whether sitmllar (albelt not Identical} Goods are
o rrently in use elsewhere in Transnet, whith could enable
st sndardisation;

« ir.errogate the spedfication, l.e. determine whether it is
pssible to provide a  Rnclional/performance-based
s 2dfication rather than a detziled spedfication;

« c-termine whether the spedficaion has been over-
e: gineered; and

« vrify that the specification Is not biased in favour of a
p- rHeular brand or type ?f Goods.

+ Ii a functional spedfication Is the chosen option, the
f lowing must be observed and described in detail:

Chapter 7: Demand Management Page 46 of 202
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x II = funclions and characteristics;
-~ » desired performance and/or result parameters, based on

both inputs and outputs;
« method statement templates on how outputs will be

! reached; and
? » inglusion of relevant KPIs,

If a detalled spedification will be Issued, ensure that the latest
spedficotion is used, and that the quality standards {e.g.
SANS, IS0) are Included where applicable. In addition, ensure
that the drawings are up to date and that detalled descriptions
of manufacturing processes, workmanship andfor materials

. ‘ are indicated.
The following must be observed and Indlcated in the RFX In
respect of funchonal as well as detailed specifications:

J} » the locstion(s) of required provision;

o details of qualifications required where approprizte;

» detalls of the conditions In which the Goods must operate;

» environmental and safety features;

! » packaging, marking and labelling requirements;

: ) « inspection or testing reguirements;

« documentation required, le. manuals, user guides,
licenses, test certificates, etc.;

J « size/dimensions;
« integration with other Goods/Services;
} = seaurity requirements;
« health, safety, electrical, environmental requirements;
( s trining requirements, if applicable;
L. = timing considerations; and
; } : = [nterfaces with other systems.
| ‘—) ‘ (i)  Determining Terms of Reference

*Terms of Reference” (ToR) Is the terminology used to
desaibe the requirement for services,

ToR:

= project title;

» background,

« objeciive of the project

+ expected outcomes/defiverables;

» competency and expertise requirements;
+ Hmeframes;

, s The following must be observed and Indicated In respect of the

Chapter 7: Demand Managsment Page 47 cof 202
August 2012
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r
E } « reporting reguirements;

o whether s site inspection or Information session are
} required with date, ime and venue stated;

-4 « available documentation; and
’? ' « minimum reguirements.

(il  Reduce porlfclio or range complexity:
« Options for rationalisation of the renge of Goods/Services
must be considered.

= Implications for users if cholce eptions are reduced must be
considered,

(iv)  Identify and mitigate risks:

’ \ s Al risks to Transnet assodiated with the demand must be
'f')) identified and addressed in the eventual RFX;
A

oo « It should be ascertained whether suitable skills are
I available within procurement to address the demand and
its management process.

(v}  Establish the evaluaion methodology to be employed — See
Chapter 13 on Determining bid Evaluation Criteria.

} (v}  Establish evaluation criterfa and welghtings — See Chapter 13
on Determining Evaluation Criterla. Clear evaluation criteria
. snust be establishad, as bids may only be evaluated according
! } to the criteria stipulated in the bid documents.
2

(vil) Oversee preparation and sign off of the bid documentation —
See Chapter 16 on Bid Preparation.

(viif} Determine who should serve on the evaluation committee -
See Chapter 18 on Evaluation,

(ix)  Handover the sourcing event to procurement

SN 7.5.  CHECKLIST FOR DEMAND PLANNING & MANAGEMENT
o ‘ The following cf 2cklist could be used as a template to identify the progress with respect to
' the Demand Ma-agement process:
!
; TABLE 6 L
' st e ST Ty T T A e e gy R L e LR T s e e T
l ESEE Dic M PIINAING & MAnagement EQGS sE e o=t Rasponstble Ear
: Is there a busin-ss case and appraval of the demand? Business
S Has the deman:' been ldentified In the annual Procurement Plan? Business B
{The Procureme:t plan forms the basis of demand management) Procurement
l] Is there a budge ; allocated for this demand? * Buslness
Is there an apprwval as per the assodated DoA? Business
r o Have the oplicas of fulfilling the ldemand (such as existing Business &
1 J contracts and cridcal items) been assessed? Proturement
l What is the out-ome of reviewing the quantity required (i.e. are Precurement
. JJ
l ‘ Chapter 7: Demand Manag-. vant . Page 48 of 202
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l N ;:’zfn- 1-=.:Demancl Planmng &‘,Managemént‘F'&cu _*: ,;E »-E"Resporrs:bie e .;
- tha ¢ Jods/Services required on an on-going or once-off basis)?
I Has e possibillty of redudng the demand frequency, such as Business &
’ iurw. + purchasing or cali-off, been assessed? Procurernent
. Have e options of altemate ways of fulfilling this demand, such Procurement
; as w. zther other Transnet ODs could manufacture these Goods,
1. been :ssessed?
;f Have the options of re-use been assessed? (e.g. re-engineered Business &
| Gooe  from existing Goods or whether the Goods are available Procurement
I ) from ther Transnet ODs) Have the 3 Rs {Reduce-Reuse-Recycle)
: l beer onsidered?
: Has he possiblity of standardising the Goods and its . Business
l_ ‘ speci mations; such  as off-the-shelf and customised, been
. gssec ed?
,.\ Has v a opportunity of reducing the Goods portfolio, such costing Procurement
l 2y . and r k implications assadated with it, been ldentified?
Bl Have the strategic risks assoclated with this demand, such as Business
! strats jfc nature of this demand been identified?
I i Has I- =mal avallability been assessed, l.e.
- + € n the needed Goods be re-engineered / reclaimed from Business &
} e isting assets/Goods? Procurement
I L ~ C nany OD of Transnet manufacture the required Goods or Buslness &
F wvide the required Service? Procurement
7 « # 2these Goods currently available In ancther OD with spare Business &
I } ¢ Jadty? Procurement
; Business &
,) « I this a stock item? Procurement
0 « Y- this item available on a current contract? Business &
I Procurement
’ [ Was © & CFST propery constituted? Procurement
P Have Ae risks assaclated with the CFST working on this demand,
l >N such - 5 capacity and capability not available within the Transnet Procurement
D :;5 been lentified? ‘
1) - Does the CFST represent all the necessary disciplines for Procurement
l ‘ I ident ‘ing the risks assodated with the event?
: Did ¢ e CFST members sign confidentiality agreements and CFST
t declz. tions of Interest? - -
I : Did t- : CFST properly Interrogate the specification? CFST
5 i Were I risks Identified and included In the RFX? CFST
| i Has i been considered whether this should be a transversal CFST
' event 7 the interests of Transnet as a whole?
! ’ Has ¢ “As-and When' contract option been investigated, in order CF5T
l * to car r for future demand?
: J Was t = appropriate evaluation method chesen? CrST
; Were ‘resholds set for 5D and Quality/Functionality? CFST
l ‘] Were roper evaluation criterla set for:
I_ Chaptar 7: Der nd Management Page 43 of 202
} August 2012
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e S Deand. Planning, aMaiag
s SD
«  Functionality CRST
¢ Preference
«  Price{ TCO?
Were appropriate welghtings allocated to each criterion? CFsT

Once a CFST has been established, the next step is to determina the sourdng strategy. The
methedology for determining a sourdng strategy is depicted in the figure below. Pleasa refer
to the Strategic Sourcing Standard Operating Procedures (SOF) which provides detalled
guidance on the strateglc sourcing process. The SOP can be downloaded from the ISCM

Transnet Intranet

Methodo!ogyfor developing a Sourcing Strategy

lﬂl(-]u_j.l
D 3 RN
oy e Rt Input
1a 0 & onea =
$ESTABLISH =72
Ce '2'.‘.{-??1-3-?:1.'; {8

E.'MOD‘ITY

Chapter 7: Demand Management
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CHAPTER 3 : INTERNAL PROCUREY INT/INTERDIVISIONAL SUPPORT POLICY

INTERDT /ISTONAL RELATIONSHI? 3

Trensnet ntides are required to ¢ wvelop trust and a sound Interdivisional working
relationsh; ) with ena another In the int rest of Transnet. To achieve this, such entities must
be afforde 1 the right of first refusal in & e procurement of Goods and Services.

STRATEC .C SPECTALIST UNITS
The follov. ng Spedialist Units have be= 1 identified as strategically Important to the Transnet

Group:

Transnef ia:[ Engineering
("TRE", : spedalist core
Division)

sponsible for.

wavy engineering including locomotive, wagon and
xach repairs, upgrades and malntenance

;omponent manufacture, locomotive manufacture
nd assembly

jort equipment, and is being positoped for
nalntenance and repairs thereof

Transnet Zapital Projeds
{"TCcP")

Constr..
TCP.

In the
the follc

- sponsible for:

nulti-disciplinary design Services

woject management and constructon management
services

tion projects >R300 millfon must be carried out by

ase of construction related projects <R300Amilfion,
ving rules apply:

Mhe project may be carried out by the OD iself if the
JD has the necessary in-house resources; and

f the OD decldes not to run the project itself, TCP
nust be given the first right of refusal before the
axternal market can be approached

Transnet ~uel Solutfons
(775, pre iously known as
HSA)

is ¢ sponsible for:

Mansnet-wide {uel acquisition, distribution and

nanagement

Transnet Telght Rall
("TFR") - chool of Rail

: 10l of Rail Is responsible for:

raining tallored exclusively for core businesses, e.g.
schoaol of Rail, train drivers, train control officers,

software training in general, ete.

Transnet Vational Ports
Authority "TNPA*) School
of Ports

S hool of Ports Is responsible for:

adiliation of knowledge transfer as the provider of
narine training programmes in South Africa
Janning to positon itself as Africa’ S tralning leader in

varine Operations, Port Managément and Port
Ingineering.

Chaptes B: Internal 7 scurement/Interdivisional Suppart
August 2012
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a3 S et o i
FSeryvicesProvided = =
Jig-Lreels e e S e i

e oger =
e A R W ST s

Ty

-

= Property management
« Fadliies management
e Property development
¢ Property valuations

»  Property sutveying

8.3 ABILITY OF TRANSNET ODS TO PERFORM

Before consldering which procurement mechanism would be most appropriate, it is important .. ___
+ that the end-user and procurzment department consider whether another Transnet 0D s
able to provide the required Geods or Services,

B.4 COMPULSORY UTILISATION OF SPECIALIST UNITS

The Specialist Units mentoned 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 Spedalist Units’ or Division's core-
competency areas. The only exception to this rule is If the Spedalised Unit Indicates in
writing that they do not have the ability or capadty to provide the required Goods or
Services. '

8.5 INTERDIVISIONAL SUPPOAT POLICY

Internal contracts (Memoranda of Understanding) between ODs and Spedalist 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 Spedalist
Unit are subfect to these procedures and require AC approval.

8.6 MEMORANDA OF UNDERSTANDING

The business relationship betv/een Transnet Divisions and Spedallst Unlts must be governed
by an overerching Memorancum 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 tha agreed MQU. If the OD CEs are unable to

resolve the dispute, the matter must be escalated to the GCE who shall make a final dedsfon
on the matter,

B.8 SERVICE LEVEL AGREEMENT '

Obs will need to enter into a project-specific agreement (SLA) In relation to each Individual
project. This agreement will s=t out; in details the rights, duties and obligations of each OD in
| that specific project. Contredts between divislons such as SlAs and project spedific

agreements may be entered into between QD CEs In terms of paragraph 5.5.3 of the DoA
Frameworic, ‘

Chapter 8: Internal Procurement/Interdivisior sl Suppert Page 52 of 202
August 2012
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B

8.9 INTERDIVISIONAL /RICING

Transnet entities unde-taking work on behalf of other entiies should reciprocate by prding
and camying out their Services in a way that promotes and develops a culture of
Interdivistonal suppor. The pricing must be based on appropriate market analysls to
benchmark falr and r:asonable prices. Should there be a dispute regarding pridng, the
matter Is to be ascalz 2d to the CEs of the relevant Divisions for resolution, Should the CEs
not reach consansus, the matter must be escalated to the GCE who shall make a final
decision on the matter

-

R DT L o Y

8.19 NON-CORE BUSINESSES

e vy g

R
- AL it s ]
i
e

t
o
i

Non-core businesses which have already exited Transnet, such as Frelghtdynamics and =~
—— Autopax (Pty) Lid will =njoy no interdivisional support.’

e

8.11 AC INVOLVEMENT
Interdivisional transza- jons between Transnet Entitles and Spedalist Units fall outside the

el

' scope of the AC, Hov aver, in any case where the extemal market is approached, normal
‘] procurement procedus2s must be followed, and if relevant, the AC needs to approve the

l v transaction.

| }

l R }

l 3|

1

l -.i
| J

I e

I Chapter B: Internal Procurement/l - 2rdivisional Support Page 53 of 202
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CHAPTER 9 : CONTRACT QPTIONS
9.1 CHOICE OF CONTRACT

The selection of the type of contract to be entered Into with a supplier Is based on varous
factors such as the duration of the contrad, the type of Goods or Services to be acquired,
the frequency of demand and the availability of the Goods. The following table oudlines the
various contract options and provides a guidefine as to when those options may best be

for a fixed period

signal

e o e o
R S Options i e PO e 55
1 "As and Short or mediom-term contract | « Contnuous but

When" contracts entered into periods (1-2 Years) irregular  demand
contracts for a fixed peried- Estimated quantities for Goods{Services
against which call-offs ) « Volumes cannot be
are made as and when Spedific I
required by the perlod/volume/valug accurately
customer ce”ing or a determined IJDfI"DI'llZ
combination. ¢« Demard cannot be
anticipated
« Generzlly off-the-
shelf items
2 | Fixed quantity | Contracts entered into Demandis known |« Planned
contracts for once-off purchases Once-off purchase programmes
Onee-oft or
staggered delivery
3 |Llorgtem Contracts entered Into | » Long term demand | » Purchase of high
contracts

value

typlcally for five-Years Emphasis on SD. Goods/Services
or more Suppllers’ « Goods/Services of
reccupment of strategic
investment Is long- importance
term = Goods with long
Restricts other |  lead time
market players for a
perind of tme
4 | Transversal A contract that services Emanates from a
contracts more than one internal formal strategic
consumer (an internal sourding event
shared service
arrangement) entered Fg;:acuntract
Inte for a fixed period. P
A transversal contract Optimising
may be entered Into for |  €conomles of scale
the benefit of the through
entire Group, a censofidation of |
particular OD andfor demand/purchasing
Just a reglon, Below Is power
a list of the types of
Transversal cantrack
options:
Chapter §: Contract Options Page 54 of 202
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Ophon

[Lipnf o 2 Coi Conh‘act-'-—

. Grou -wida

Consulidahon of Goods

Trar rersal ] Services used Group
contr ois wide

s Tran:sersal Consolidation of Geods
bebw-en [ Services used
ODs/ ‘orporate between ODs

+ QD de Consolidation of Goods

© Trans rersal | Services used within

ontr¢ts an 0D

» Regical Consolidation of Goods
Tran: rersal / Services used within -
contr cts a region by one or

more than one CD

5 | Lease/Rental

Lease cor ract for the

Specified/unspecified | » Goods [Services
contracts usi. o;d me {eafble a?seatj period where it would be
berod | Agreed Renta Vit to leses tha

Option of renewal to purchase

g | Inter- A'contra:? to govern Not a fommal |« Governing the
Divisional the servic 2 contract performance as
Memoranda of | performe- ce 2greed d between th

: It governs the agres een the
l(ﬂg?;ss;:andlng between ©)Ds Intermal relationship | ODs
betwaen the ODs }

7 | Income- Although xcluded Listed as a process | » As per OD
generating from the . PM, excuded from PPM requirements
(revenue) assodate Associated
contracis procurerr. -nts fall rocurement must

within th= ambit of the lf)ollow the PPM
PPM (Se- paragraph
15.6)

g | CIDBand Contracts “or Refer to the TCP » Construction
NEC3 construct in Construction Manual supply, engineering
Engineering & | procuren nt & construction and
Construction services contracts
Contracts

Any of the above-mentioned co: tract options can originate ffom any of the deﬁned procurement
mechanisms and/or special meche: Wsms for procurement.

9.2 CONTRACTS FOR A PER! D LONGER THAN TWO YEARS

Contracts for a period long. r than two Years require prior AC approval, However, If the RFP
pravides for a number of & d options including a perded of up to two Years and more than
two Years, prior AC appre al Is not required. (Aso see paragraph'21.9). Irrespective of
which of the two optons at. sve Is followed, the award of the business has to be approved by
the relevant AC in the norr J manner.

Chapter 9: Contract Options

August 2012
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9.3 STANDARD TRANSNET TERMS AND CONDITIONS OF CONTRACT

o Standard templates must be used unless there are cogent reasons why such stendard
! agreements cannot be used In a particular instance. Refer to the Standardised Transnet
l Templates available on the iSCM Transnet Intranet, induding but not limited to;

3 : « Stndard Terms and Conditlons of Contract
l s  Master Agreements

~ Any additions or deletions from the above-mentioned templates must be contained in a
'5 Spedial Conditions Schedule. {Also see paragraph 21.7.2)

i
'3 9.4 CONSOLIDATION OF CONTRACTS

Refer to paragraph 15,5 for the process to be followed when there is an opportunity to
! consofidate two or mare existing contracts in the best interest of Transnet rather ﬂ'\an
{ 7 ~ engaging the market anew. ’

9.5 CHOICE OF SALES{PURCHASE TERMS FOR IMPORTED GOODS (INCOTERMS)

- The Incoterms rules or International Commercial terms are a serles of pre-defined
T commercial terms published by the International Chamber of Commerce (ICC) widely used in
A international commerdal transactions, A series of three-letter trade terms related to common
sales practices, the Incoterms rules are intended primarily to dearly communicate the
' ) responsibilities, costs and risks essoclated with the ransportation and dellvery of Goods, The
Incoterms rules are accepted by governments, legal authoritles and practitioners worldwide
e for the interpretation of most commonly used terms in international trade. They are intended
\ to reduce or remave uncertaintles arising from different interpretation of the rules in different
l o countries, First published In 19386, the Incoterms rules have been periodically updated, with
_ the eighth version (Tncoterms 2010) having been publtshed and made effective on January 1,

2011, "Incoterms"” is a registered trademark of the ICCL

Refer to Appendix C for a detafled explanation of all Incoterms,

A T— e

.

. v
[LE—

i 1 Sotrear Wiklpeddia
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CHAPTER 10 : PREFERENTIAL PRO.JUREMENT APPROACH AND DESIRED DUTCOMES

Y
} 10.1 TARGETS

In accordance with its vislon of be g a significant agent of empowerment within the South
African sodety, Transnet has adopt: 4 the following plan to achieve its B-BBEE targets. These
targets are more ambitious than the: : prestribed in the DTI Code of Good Practice:

s
H
i
;
i
-
}

'(
|

- B-BBEE procurement
spend from all
suppliers based on the
B-BBEE procurement To be completed after completior of base
recognition level as a line Bxercise
percentage of total
measured
procurement spend

l B-BBEE ﬁ-porcu:un'-:menl“. 10%
‘] spend from QSEs or { .
i f from EMEs based on To be compieteg aft Sr co.mp!etior of base
l the applicable B-BBEE ine exercise
3 procurement .
} recognition levels as a
percentage of total
: 1) measured

procurement spend,

B-BBEE procurement 15%
spend from any of the
following suppilers as
a percentage of total
measured

procurement spend: Tob

= Suppliers who are

more than 50%
. Black-owned (3 out
‘ ‘ of 5 points); and

s completed after completiop of base
line [exercise

. P -
——— —— .y

N

o
v 1,0
i

« Suppllers who are
more than 30%
Black women-
owned (2 out of §
points)

Transnet’s exemption from applying nost of the provislons of the PPPFA regulations affords it a

greater degree of flexdbility in det mmining s preferential procurement framework than is

.
} 10.2 MECHANISMS '
J currently allowed for in the PPPFA. |

|
Transnet would like to conduct a hc stic assessment of bldders’ B-BBEE performance based on
! ‘ the following:

: Chapter 10; Preferential Procurement Approach . Page 57 of 202
! Auvgust 2012 '
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bidders’ past B-BBEE performance based on the B-BBEE scorecard;

the extent to which bldders’ present black ownership, back management 2]
employment equity exceed certein minimum targets set by Trensnet, [This s
referred to as Further Recognition Criteria {Current)); and

the extent to which bidders undertake to Improve or malntain thelr future B-BB7E
status In excess of certzin minimum targets over the contract period. {This 3
referred to as Further Recognition Criterfa {Future)].

Preference polnts will be allocated for each of the above categories.

Transnet therefore applies the following additional mechanlsms to ensure its B-BSEE targets 2 2
achieved:

10.2.1

Allocating additional points for preference

Transnet has adopted a scaring methodology based on a sllding scate of 20 to - 3
points to be allocated to preference depending on the nature of the transacti 1
Invoived. The points allocated to preference should be spiit between the followir 3
categorles: B-BBEE scorecard, B-BBEE Further Recognition Criteria {Curre )
and/or Further Recognition Criteria (Future). FRC (Current) must be glven 3
higher weighting than FRC (Future) if both FRC (Current) and (Future) 22
induded in a particular tender, Should It be declded that only B-BBEE scorecard 5
golng to be used to evaluate prefarence, the total points for B-BREE scoreca d
may renge from 20 to 40 points. Teble 10 below Indicates how the poi b
allocation should take place, depending on the total number of points aliocated "y
preference®

Table 10 _
Total of 20 points | Totfal of 30 points Total of 40
allocated to allocated to points alfocat: 4
preference preference to preferencs _|
B-BBEE Scorecard 10 10 10 |
B-BBEE FRC 7 15 20
(Current) —
B-BBEE FRC 3 5 10
(Future) —
10.2,2  Further Recognition Criteria {Current)

10.2.3

This would entall allocating points to entities based on the extent to which ther
current black ownership, management control and employment equity exces:. s
stipulated minimum targets.

Further Recognition Criteria (Futtre)

This would entall allocating further points te Bidders based on the extent to whic 1
they commit to Improving their B-BBEE status over the contract period In &2
areas of black ownership, management control, employment equity, preferent
procurement and enterprise development. .

|

2 Note that this table is a guideline. Cepending on the natura of the commedity/service belng purchased, it must 2
determined whether FRC {Current) and/or FRC (Future) are appropriate.

Chapter 10; Preferential Procurement Approach
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10.2.4 Minimum B-BBEE threshold

On a case by case basis, Transnet may set minimum B-BBEE thresholds as pre-
gualification criterfa In its bidding process in Instances where it is consldered that
the application of the normal preference point system will not bring about the
required transformation, In order to give effect to the princples of falmess,
competitivenass 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 setiing a B-BBEE thresheld,

-y
_—

S

10.2.5 Limiting participation in a bid process to persons previously
] disadvantaged by unfair discrimination (set asides)

R

R

o South Africa’s economy still exdudes -the vast majority of its people from
i ownership of productive assets and the possession of advanced skills. Unlass
further steps are taken to increase the effective participation of the majority of

. South Afticans In the economy, the stability. and prosperity of the economy in the
g Jom future may be undermined to the detriment of all South Africans, Irrespective of

L - race. The Introduction of “set asides” Is required in sectors that have been
4 historically lagging behind in terms of transformation. On a case by case basis,
N! Transnet may dedde o imit (set aside) participation In a bid process to persons

previously disadvantaged by unfelr discrimination e.g. black owned companles,
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 systern will not achfeve desired
bansformation objectives. The application of set asides must also be conducted In
a manner tat dees not materially undermine the constitutional prindples of
faimess, competitiveness and cost effectiveness,

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 miechanism In
a particutar 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 indicatlon of the number of black owned and/or black women
L owned companies which operate within the sector;
“ )\w) I s give an Indication of the percentage of Transnet’s procurement spend on
.- : biack owned and black women owned companies cperating in the sector
over the previous 3 to 5 Years;

o identify the obstades to sutcess l.e. why are black owned and black
wornen owned companies not achleving success when bidding for
Transnet contracts e.g. pricing, quantity, ete.

0 « explain why an Increased weighting for black ownership Is unlikely to
-‘ ) achlieve the desired result and why a set-aside Is the only solution;
L

' e Set asides must be approached with great drcumspection, as it has the potential
!

» explain that the percentage spend in relation 1o the contract/sector
targeted for the set aside Is relatively small when compared with
Transnet’s overell spend;

« demonstrate that the set aside will not operate in an overly harsh manner
in refation to entiies that are not black ewned or black women owned;

« explain that the use of set asides will not be a permanent feature In
relation to the procurement of the'relevant commodity, but will be used
on 3 case by case basls to Increase Transhet's procurement spend on

' } black owned and black women owned companies;

i

f Chapter 10: Preferential Procurement Approach Page 50 of 202
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« demonstrate that the prindples of competitiveness and cost effectiveness
are not materially undermined.

——— gt &

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 DTT Generic Scorecard provided for in the Codes of Good
Practice or the appilcable Sector Code. ’

Transnet prefers doing business with enterprises that share its values, and are
prepared to contribute to meaningful B-BBEE inidatives (e.q. subcontracting, JV's
ete.) as part of thelr Bid resporses. Transnet will accardingly aflow a preference
to companles who provide a B-BBEE Verification Cerlificate. As a general nile,. ___ .
Transnet will award between 10 and 40 points to a Bidder on the basis of the B-
BBEE Verification Certificete’. The remaining points will be allocated to FRC
(Cwrent) and FRC {Future) (see Table 10 above for an indication as to how the
Vol available points for preference will be divided between the scorecard, FRC
ot {Current) and FRC (Future). Transnet requires prospective Bidders to have
T themselves verified by any verification agency accredited by the South Afiican
National Accreditation System (*SANAS™) or Registered Awditers approved by the
: Independent Regulztory Board of Auditors {MIRBA™) In accordance with the
approvat granted by the Department of Trade and Industry. Verification

c b
. —rva—
e ———

/-~ b AP — e
1

i certificates are only valid for one Year from the date of issue. Enterprises will ba
/ rated by such agencies based on the followlng:

TABLE 11 _ o ! o

Large In excess of R35

! milfion

; Qualifying Small | Between RS milllon Any 4 elements (equal welghting of

! Enterprise (QSE) ] and R35 million 25% each)

} Exemptad Micro | RS mifllion or less Deemed to be 100% compliant.

‘ Enterprise {(EME) Automatic Level 4 rating Imespeciive of
I ' race of ownership

a) Exempted Mico Enterprises (EMES) are defined by the Codes as companies with an
' annual total tumover of RS million or less. EMEs enjoy a deemed BEBEE recognition
f 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) Suffident evidence of qualification as an EME is an auditor’s certificate (auditors
§ need not meet the prerequisite for Independent Regulatory Board of Auditors
("IRBA™ spproval to provide B-BBEE assurance services for the purpose of
' conducting verification and {ssuing EME B-BBEE certificates), a certificate issued by
an accounting officer 2s contemplated in the Closed Corporations Act 69 of 1984, or
i 7 certificate issued by a Verificaion Agency accredited by SAMAS,

! 10.3.2 In addition to the above, Bidders who wish to enter Into a Joint Venture or sub-
§ contract portiens of the contract to B-BBEE companles, must state in thelr bids
the percentage of the total contract value that will be aliocated to such B-BBEE

companies should they be successful in being awarded any business. A rating
i

3 This witt depend on whether FRC (Current) and FRC {Future} will also be evelusted 2s part of Prafarence. Should [t be

decided that only B-BB3EE scorecard Is going to be usad to evaluzte preference, the total points for B-BBEE scorecard
may range from 20 te 40 polnts,

Chapter 10: Preferential Procurement Approach Page 80 of 202
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10.3.3

10.3.4

B

certificate in respedt of such B-BBEE IV-pe
well as a breakdown of the distributicn of
also be furnished.

Transnet has adopted & scoring msthodo™
points {o be allocated to preference 6% wn
allocated to a Bidder based an its B-B3EE s

Basad on the overall perfarmance of a sup
receives one of the following B-BBEE status
based on Figure [13] below:

sy
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ardi | ar sub-contractorfs, as
~amzntioned percentage must

cz2d on g maxmum 20 [ 40

~axmum of 10 points will be

.

wing the Generie Scorecard, it

* 2 point out of 10 is awarded
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10.3.5

10.3.8

B-BBEE points must be daimed by Bid )
Claim Form. This Claim Form must oo ops
annaxed as Appendix D.

Measurement based on Furthe: [taeq

Points will be allocated in respect of piafs
CURRENT B-BBEE status at the Yms nf
allocated based on the extent to wix
management control and employmr
targets. Please note that a Respondan
amployment equity at the time of i
which is reflecied in the B-BBEE

(Current) the bidder must reflect his 2-
bid. Supporting documentation may

12 below ~ a guideline on evaluating 7 (7L,

CE

< sk

R
T&
e
on

b
eC
an

. e B-BBEE Preference Points
: ratumnable document and s

Criteria (FRC) (Current)
© ;neasure the Respondent's
of thelr bid. These polnts are
sondent’s cuerent awnership,
. ur excseds certaln minimum
i), management control and
1 thz bid, may differ from that
Tt clalming points for FRC
- 2t the {ime of submitting the
i this regard. Please see Table

AL a S
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preraes

N T Sy bl T Ky e e e e
L 3 | T BR ] Thanea vl Ly o
S Indlcatar s e EE ReqUIFEd Res

1, The percentage of the { Indicete ownesrship in the i inds of Foints will be 26-30% =1
business owned by Black persons 2s a percent. e of 2liocated for any 31-40% =2
I Black’ persons. total ownership of the org- isation, | percerleges »25% 41-50% =3
to 100%, on a sliding 51-60% =35
scale 61-70% =56
I 71-74% =7
75 - 100% =10
2. The percentage of the | Indicate ownership in tha - inds of Points will be 10-20% =1
business owned by Black women as a percent: je of allocated for any 21-30% =2
I Black Women. total ownership of the orgz iisation. | percenteges >10% 31-40% =4
to 100%, on a sliding 41-50% =5
scale 51-60% =6
l 61-70% = 7 )
- - 71-75% =18
76 - 100% = 10
) ) 3. The percentage of Indicate ownership in the * 3nds of Points will be B-20%=1
I Ty the business owned Persons living with Disabit esasa allvcated For any 21-30%=2
) by bladk youth. parcentage of total owner: ip of percentages >5% to 31-40% =3
- the organisation, 100%, on a sliding 41-50% =4
scale 51-60% =75
I 61-70% =6
71-80% =7
B1-90% =38
I 91-95% = 9
85 - 100% = 10
4, The percentage of Tndicate ownership in the andsof | Pointswill be 35% =1
the business owned Persons living with Diszbii ‘esasa allocated for any 5.17% =2
by black youth and/or | percentage of tot=l owner 1ip of percentages >3% to 7.1-10% = 3
black Persens living the organisation. 1009, on a sliding 11-20% = 4
with Disabilitles scale 21-30% =5
3140% =6
41-50% =7
51-60% =8
61-70% =9
71-100% = 10
. 5. The parcentage of the | Indlcate ownership in the -ands of Points will be 6—-10% =1
b business owned by Employment Schemas/Co allocated for any 11-20% =2
Employment Operatives as a parcentas : of total | percentages »5%to 21 -30% =3
Schemes/Co- ownership of the craanisc on. 106%, on a sliding 3N-40% =4
Operatives. scale 41-50% =5
51~60% =6
61-70% =7
71-80% =8

, 80 — 100%

Indicate the number of b ok Board Points will be 51-55% = 1

Black Board members } members as a parcentag- of the allocatzd for any 56-60% =2
in relation to the total | total Board. percentages >50% 61-65% = 3
number of Board to 100%, on a siiding 66-70% =4
members. scale 71-75% =5
' 76-80% = 6 ;
81-85% =7
86-90% = 8
Chapter 10: Preferential Procurement Appraach Page 62 of 202
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! ] 91-95% =
g 96-100% = 10
: 3 2. The percentage of Indicate tha nu- ser of black femala Points wili be B1-55% =1
; Black Female Board Board members § & percentege of | allocated for any 56-60% = 2
i l members i refation | the tota! Board. percentages >50% 61-65% =3
: } ta the toa] number of to 100%, on a sliding BG-70% =4
‘ Board members. scale 71-75% =5
. 76-80% =6
: 81-85% =7
. ‘86-90% =8
‘ I 51-95% =9
96-100% =10
' ] j:.‘ @éh?geﬁéngﬁ(ﬁq):jeg" it -i L o T TERT ST ..‘.‘:'ir'f*: = 217
- 1, The percentage of Provide r.hﬁ pe. entzge oF Blacks Points will be 41- 45% = 1
% Black Senior Top that azre appai- =d by the Board allocated for any 46-50% = 2
L ‘ T Management involved | and operationa® involved in the | percentages >40% 51-55% =3
. it in day to day day to dzy To; management of | to 100%, on a sliding 56-60% = 4
i management of the the business, with individual sale 61-65% = 5
. organisation, in responsibiitty 7 - overall  andfor 66-70% = 6
refation to the total financial man: ement of the -75% =7
i Top Management business and & dvely involved in 76-80% = B
| cadre, the dav: pment and 81-85% = 9
' implementaticn. £ overall slrategy 86-100% = 10
. of the prgznisat. 1.,
2. The percentags of Provide ths p:z entege of Blacks Points wili be e4-67% =1
A Black Middie appointed by th- arganisation in the allocated for any 68-71% =2
Management Involved | middle mana:s :ment cadre and | percenteges >63% 72-715% =3
, in day to day operstionzlly in  Ived in the day to { to 100%, on & sliding 76-79% = 4
! management of the day mznagame - of the business, seale 80-83% =5
: oiganisation, In with individua! asponsibility foc a ' 84-B7% =6
relation to the total partcuiar area  ithin the business 88-91% = 7
Middle Manageament and acthvely inv ved in the day lo 92-95% = 8
cadre. day manags ent of  the 95-100% = 10
organisation,
3. The percentage of Provide tha pe entage of Blacks Paints will ba 69-71% =1
: ) Black Junior appointed by th: arganisation in the aliocated for any 72-74% = 2
Management Involved | junior manag ment cadre and | percentages >68% 75-77% = 3
in day to day operztonzlly Jo Ived in the day to | to 100%, on a sliding 78-80% =4
! management of the day running of he business, with scale Bi-83% =15
0 organisation, in individual  res onsibiity for @ 84-86% = 6
i relation to the total particular area  ithin the business 87-89% = 7
; Junior Management and actively Involved in a 60-92% = 8
cadre. supervisary roiz with regard to the 93-95% =9
i day to day 1 nagement of the 95-100% = 10
. organisation.
"-; D.Employment Equity (EE): SR T T
: 1. The percentage of Indicate the nur ser of Black ants wsil be 66-68% = 1
Black employees as 2 | empioyaes as & arcentage of the allocated for any 63-71% = 2
percentage of the organisgtion’s £ 1l workforce, percentages >65% 72-74% =3
total workforce i.e, of to 100%, on a sliding 1577% =4
all emplayees in the scale 78-80% = 5
organisztion. E1-B3% =6

0057-0365-0001-0113
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1
o 87-89% =8
l i 90-92% = 9
£y 93-100% = 10
;)
I ; I 2. The percentage of Tndica" : the number of Black Points will be 41-45% = 1
: Black women wome. employees as a percentage allocated for any 46-50% = 2
) 1 employess as a of the rganisation’s total percenteges >40% 51-55% =3
: percentage of the worke ze, to 100%, on a sfiding 56-60% = 4
I ; total workforee, scale 61-65% =5
65-70% =6
‘ 71-75% =7
a 76-80% =8
-I . e : : : © T B1-85% =9
! 86-100% = 10
R 3. The percentage of Indicz the percentage of Black Points - ¥ be 3% =1
I Black youth and/or diszbl- 1 employees in relation to allocated for any 4% =2
. Black disabled tha to | of afl employees In the percentzges >2% to 5% =3
" employees In relaticnh | ergan 3tion. 10%, on a sliding £% =4
: to the total number of scale 7% =5
I : employees in the B% =6
organisation. L =7
i 10% =8
Ll 11-12% =95
' L 13-15% = 10
I ot Once all FRC (Current) 2vz: ation criteria have been scored, the scores must be reduced to the welghting
allocated to FRC (Cumrent).
’ : For axample, assume & we Jhting of 10 points has been allocated to FRC {Current), A particular Bidder
( scored 100 for FRC (Curre: ) 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 multiped by the weighting of 10 in order to obtain the
| weighted score for FRC (Cu ent) Le. i—;’%x 10=77

10.3.7 Measur ment based on Further Recognition Criteria (FRC Future)

In 2dditic. to polnts allocated on the basis of the scorecard and FRC {Current),
A further pc s may also be allocated in respect of FRC (Future), Bidders may eamn
| polnts for RC based on the extent to which they commit to Improving their B-
. BBEE stat 5 over the contract perfod. Points are allocated on an ascending scale
; calculated an the extent to which Bidders propose to malntain, meet or exceed
I Transnet': compliance targels. The contract with the Successful Bidder must
: confain & Jenalty dause which siipulates the penaltles that will be imposed by
" Transnet, heuld the Bidder fall to maet the preference targets in the contract
{ Furtherme e, fallure to achleve FRC Future targets will resutt: in breach of contract
| and provi 2 Transnet with cause to tarminate/cancel the contract. Milastones in
! terms of chlevement of FRC (Futurs) targets per year must be siipulated in
: suppliers’ ontracts so that penalty/braadh of contract dauses may be invoked if
3 required.’ ase sea Table 13 below - a guideline on evaluating FRC (Future).

1
|
i
1
1
.
1
i
|
: |

i
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]
iy TABLE 13
4 1. The percentage of the Provide a commitment based on Score will be allocated 51-55% =1
1 business owned by Black | the extent to which ownership in for any percenteges 56-60% = 2
{ persons. the hands of Black persons as a >50% to 100%, on 7 61-65% = 3
) ! percentage of total ownarship of sliding scale 65-70% = 4
i the organisation will {a} be 73-75% =15
l tncreased; or (b) be maintainad in 76-80% =6
excess of the compliance target 81-85% =7
: over the contract perlod, 86-90% = 8
91-95% =9
i 96-100% = 10
S 2. The percentage of the Provide a commitment based on Score will be aliocated 3133/3% =1
business owned by Black the extent to which ownership In for any percentages 3640% =2
> womean. the hands of Black wornen 25 3 >30% to 100%, on & 41-45% =3
-k..\} percentage of total ownership of sliding scalz 46-50% = 4
o the organisation will {2) be 51-55% =5
R Increased; or 56-60% = 6
} (b) be maintained In excess of the 61-65% =7
] I 66-70% = B
o ccmpliance target over the
contract period. 75-75% = §
. 76-100% = 10
) 3. The percentage of the Provide a commitment based on Points will be alfocate: 1=6-20%
business awned by Black the extent to which ownership in for any parcentagas 2= 21-30%
ynisth ) the hands of black youth as a >S5 to 100%, ona 3 =3140%
! percentage of total ownership of sliding scale 4 = 41-50%
J the organisation will {8) be 5 =51-60%
increased; or (b) be maintained In 6 = 6L-70%
: excess of the cainpliance target 7 =71-80%
! over the contract period. § = 81-90%
i 9 = 91-95%
: - 10 = 56-100%
4 4. The percentage of the Provide & commitrment basedon | Points will be allocate. 5% =1
! business owned by Black the extent to which ownership in for any percentage 5.1-7% =2
‘ Persons living with the hands of persons fiving with above 3%to 100%% or 7.1-10% =3
- Disahilities disabllities as a percentage of total 2 sliding scale 11-20% =4
. @ ownership of the organisation will 21-30% =5
{2) be increased; or (b} be 31-40% =6
: maintained in excess of the 41-50% =7
: rompliance target over the - 51-60% = 8
; contract period. 61-720% =9
71-100% = 10
5. The percentage of the Provide a commitment based on Points will be allocate- 11-20% =1
H business owned by ° the extent to which ownership in for any percentages 21-30% = 2
Employment Schemes/Co- | the hands of Employment >10% to 100%, on & 31-40% = 3
QOperatives. Schemes/Co-Operatives as a sliding scale 41-50% = 4
percentage of total ownership of 51-60% = 5§
' the organisatfon will (a} be 61-70% =6
Increased; or (b} be maintalned In 71-B0% =7
excess of the compliance target B1-90% =8
over the confract period.
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1 1. The percentzge of Black Provide 3 commitment based on | Swore will be aliocated 51-55% = 1
I I Board members In relation | e extent to which the number of | {OF &0y per 2ntages 56-60% = 2
to the total number of Black Board members as a =30l %, ona 61-65% = 3
H Board members, percentage of the tota) Board will sliding zale 66-70% =4
{ (2) be increased; or (b) be 71-75% =5
l maintzined 75'90;% =6
] in excess of the compliance target Bl-85% =7
over the conbract period. 86-30% = 8
91-95% =9
l { 96-100% = 10
2. The percentage of Black Provide a comemitment based on Points will &+ allocated 51-55% =1
iy Female Board members It | the extent to which the number of | for @7 pe: entages 56-60% = 2
l B . relation to the total Black Female Board membersaca | »50%to 1 1%, ona 61-65% =3
. aumber of Board percentzlge of the total Beard will S“dil’ig cale 65'70'%' 4
} members, (a) be increased: or (b) be 71—75:;., =5
’ ‘) " maintained ;?-BD %=8
b In excess of the compliance targat “B5% =7
B over the contract periad 86-50% =8
I ' 91-95% = 9
l ; 96-100% = 10
} 1 .The peroenlage uf Black Proavide a commitment based on | Score will t  aliocated 4145% =1
l Senior Top Management the extsnt to which the | forany pe. entages 46-50% =2
Invaolved in day to day ., | percentage of Blacks appointed by | >40% ol 2%, ona 51-55% =3
! management of the the Board and operationally sliding cale 56-60% = 4
f organisation, In relationto | involved in the day to day Top 61-65% =5
I the total Top Management | management of the business, 65-70% =6
] ' tadre, with individual responsibifity for 71-75% =7
jl ' ovesall andfor finandlal 76-80% = 8
management of the business and B1-85% =9
I i acvely involved in the 85-100% = 10
! development and implementation
{ of overall strategy will (a) be
I I increased; or (b) be maintained in
L excess of the compliance target
g over the contract period.
I | : 2.The percantage of Black Provide a commitment based on Scorawill b allocated 64-67% =1
‘ Middle Management the extent to which the for any pe. :entages 68-71% = 2
; involved in day to day percentage of Blacks appointed by | >83% 1t 1 0%, ona 72-75% = 3
! management of the the organisation In the middle siiging scale 76-79% = 4
' : crganisation, In refation o | management cadre and B0-83% =5
: the total Middle operationally involved in the day B4-87% = 6
f! Management cadre. to day rmanagement of the 88-91% =7
; business, with Individual 92-35% = 8
l responsibifity for a particular area 95-100% =
!, within the business and actively
: involved in the day to day
. management of the organisation
will
' | (@) be increased; or (b} be
maintzined in excess of the
| compliance ‘target over the
l Chapter 10: Preferential Precurement Approach Page 66 of 202
August 2012
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3.The percentage of Black Provide a commitment base:: on | Score will be allocated 59-71% =1
Junior Management the extent to which the: f{orany percentages 72-74% =2
involved in day to day percentzge of Blacks appoint=1by ; >68% to 100%, ona 75-71% =3
management of the the organisation in the juaior sliding scale 78-80% = 4
crganisation, In relaticnto | management cadre and Bl1-B3% =5
the total Junior operationally Involved in the day B4-B6% =6
Management cadre. to day running of the busi-ess, B7-89% =7
with Individual responsibility fr a 90-92% =8
particular area within the bus' 1ess 93-95% =9
and actvely Invelved It a 96-100% = 10
supervisory role with regard t the
day to day management of the o
organisation will {a) be incre: s
or {b) be maintained In exce.s of
the compliance targst over the
contract period.
D, Emiploymient Bquity (EE): 25 s 0o LR n Ty U R R AR E Ly B
1. The percentzge of Black Provide a tommitmant based ! Seore will be al!ocated 6A-68% =1
employees as a the extent to which the numb.rof | for any percentages 65-71% =2
percentage of the total Black employess as & percent: ga >65% to 100%, on a 72-74% =3
worldorce i.e. of all of the crganisation’s total sliding scale 75-77% =4
employees In the workforce will (a) be increase; or 78-80% =5
organisation. (b) be maintalned In excess cf the 81-83% =6
compliance tzrget over the B4-86% =7
contract period, 87-85% =8
90-82% =9
93-100% = 10
2. The percentage of Black Provide 2 commibrnent based n Score will be alfocated 41-45% = 1
women employees a5 & the extent to which the numt r of | f5r any percentages 4550% = 2
percentage of the total Black women employzes as a >40% to 100%, on a 91-55% =3
workforce. percentage of the organlisatio: 's sliding scate 56-60% = 4
total workforce will (a) be ‘61-65% =5
increased; or {b) be maintain: 1 In 66-70% = b6
excess of the compllance targ t 71-75% =7
over the contract period, 76-B0% = 8
81-85% =9
. . B6-100% = 10
3. The percentage of Black Provide a commitment based 1t | Seore will be allocated 3%=1
youth andfor Black the extent to which the for any percentages 4% =2
disabled employees In percentage of Black disablad >2% to 10%, on a 5% =3
refation to the tota! employees in refation to the v &l | giding scale % =4
number of emplayzes in of all emgployees in the 7% =75
the organlsation, crganisation will (a) be Incre= ed; B% =6
or (b) be maintalned in exces of 9% =7
the compliance target aver th - 10% =8
contract peried. , 11-12% =9
13-15% =10

E.riPreferential Pro¢uromient (RR) v %
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]

Compllam:e Target-

5..,. $core out.af30;

Prov:de a commitmznt based on | Score will be 51-55% = 1
spand from all suppliers | the extent to which 3-BBEE spend | allocated for any 56-60% = 2
based on the B-BSEE will (a) b increase. . or (b) be percentages >50% 61-65% =3
proturement recognition | maintzined In exces- of the ta 100%, on a sliding 66-70% =4
leve! as a percentage of | compliance target o er the sale 71-75% =5
total measured contract pericd. 76-80% =6
procurement spend 81-85% = 7
. 86-50% = 8
91-95% =9
96-100% = 10
2.  B-BBEE procursment Provide a commitm: st based on | Score will be 11-20% =1
spend from QSEs based | the extent to which 3-BBEE spend | alfocated for any 21-30% =
on the applicable 8-BBEE | from QSEs will (2) & 2 Increased; | percentages >10% 3140% =3 —
procurement recognition | or (b) be maintzine: In excessof | to 100%, on a sliding 41-50% = 4
levels as a percentage of | the complance targ t over the scale 51-80% =5
total measured contract period. 61-70% = 6
procurament spend, 71-B0% =7
B81-90% =8
91-95% =9
96-100% = 10
3. B-BBEE procurement Provide 2 commitm:at based on | Score will be 11-20% = 1
spend From EMEs based | the extent to which 3-BEEE spend | allocated for any 21-30% =2
on the applicable B-BBEE | from EMEs will (a) F zincreased; | percentages >10% 31-40% = 3
procurement recognition | or (b) be maintsine - in excess of | to 100%, on a sliding 41-50% = 4
levele 25 a parcentage of | the compliance tarc & over the scale 51-60% =3
total measured contract period., 61-70% =6
procurement spend. 71-80% =7
81-50% =8
91-95% = 3
96-100% = 10
4.  B-BBEE procurement Provide a commitr ntbased on | Score will be 16-20% = 1
spend from any of the | the extent to which spend from | allocated for any 21-30% = 2
followlng suppliers asa | suppllers who are 7 are than 50% | percentages >15% 31-40% =3
percantage of botal Black owned or 30° : Black wamen | to 100%, on 2 sliding 41-50% =4
measured procurement | owned will (a) be ir ‘reased; or (b) | smle 51-60% =5
spend: be malntzined !n e :ess of the 61-70% =6
s Suppliers who are compllance target < rer the 71-80% =7
more than 50% contract period. 81-90% =8
Black-owned 91-95% = 9
©6-100% = 10
+ Suppliers who are
more than 30% Black
women-owred

'F Enterprise Development (ED). S SR R B P R T ;

1. The organisation’s annual Vide a commibtment & Jsed on the Scores will be <1% =0
spend  on  Enterprise | extent to which yo. - allocated for any 1%-1.4% = 1
Development  as  a [ organisation’s ann: 4 spend on percentages >1% of 15-29% =2
percentage of Net Profit | Enterprise Develop: ent Initiatives | NPAT, on a sliding 3%-4.9% =3
after Tax (NPAT) as a percentage of s Net Profit | scale 5% -10% =4

afer Tax will (a) b= increased; or | oR >11% = 10
(h) be maintained i 1 excess of the based on the actual
compliance target ¢ ser the Rand-value spent on
conbract peried. ED
Chapter 10: Preferential Procurament Approach Page 68 of 202
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Onee all RC (Future) evaluation criterfa have been scored, the scores must be reduced to the welghting allocated
to FRC (Future).

] For example, agsume a welghtlng 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 Bldder's score
:I must be divided by 180 and multiplled by the weighting of 15 In order to obtain the weighted score for FRC

100
(Future) i.e. Tg X 15=833

]) S
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N CHAPTER 11 : LOCAL CONTENT

11.1 Increased Local Production and Content {“LC™) forms an integral componert of Trans- *'s Supply Chain

Strategy. This is aligned to Governments vision as ardculated in IPAP 2 and the YGP as well as
] Transnet’s Supply Chaln Policy. Transnet Entities are therefora required 1o actively prom ste Jocal content
l and preduction in thelr bidding processes.
3

‘ ] 11.2 Designated sectors

{ 11.2.1 The PPPFA Regulations, 2011 which came into effect on 7 C- cember 2011,
prescribe how Local Production and Content is to be measured ' public sector
Bids. In accordance with Regulation (1), when issuing blds Invoh. g “designated
sectors” Transnet must advertise 'suich bids with a spedific Bid cor fition that only
locally produced goods, services or works which meet a stipula-ed minimum
’]\ threshold for Local Production and Content will ba cansidered,
I

1.4 11.2.2 Designated sectors are those sectors which have been des: nated by the
Department of Trade and Industry ("DT1") for Local Production an: Content. Tha
following table Indicates the designated sectors and minimum thr- shold for local
content as determined by the Departiment of Trade and Indust r and National

) Treasury:

Textile, clothing, feather and footwear =,

Power Pylons {not induding Stee!)

" Rolling Stock . : o ‘ 65%
. -}, I\ Canned/processed vegetables BD%
f Buses (bus body) R a S ' 80%
. } 11.2.3  Please note that the above reflects only the first wave of délgnatf 4 sedhors as at
the date of issue of this PPM. Future changes to the list of des jnated sectors
] andfor the applicable thresholds will be communicated as they are issued by
i National Treasury.
i ] 11.3 Non designated sectors
) 11.3.1  When issuing blds in sectors that have not been specifically desic ated for Local
Production and Content ("non designated sectors™), Transnet will z tively promote
J Locél Production and Content where possible, Therefore, before & sproaching the
market, Transnet Entites are required to conduct proper mar et analysis to
determine on 2 case by case basis whether opportunities for Local 2roduction and
J Content exist. Where opportunitles do exist, this must be r flected In the
Chepter 11: Local Content Fz =70 of 202
J August 2012

00J0365-0001-0120



TRANSNET-REF-BUNDLE-00649 -

370

FOR INTERNAL USE ONLY PROCUREMENT PROCEDURES MANUAL

procurement strategy. Furthermore, in accordance with Regulation 9(3), the RFP
must refiect the minlmum threshold for LC that must be met by bidders to qualify
for further consideration.  Bidders who fail to achleve the set minimum
thresholds will be disqualified from the bidding process.

11.3.2 In this regard Transnet must conscously lock for ways to incorporate local
content in its tenders, where appropriate, particllarly where the tender falls
within one of the sectors dusters identified in IPAP IL. These sector clusters are

l as foliows In terms of the IPAP 2012/2013 ~ 2014/2015:

"""-"._,_.J

a) Cluster 1 Qualitatively New Areas of Foctis
« Metal fabrication, capital and transport equipment sectors;
« Ol and gas sedors;
! I U ' . ‘Green' and enérgy saving Industries;
= Agro-processing Jinked to foed pricing and security; and
’H - Boatbullding.
i
\}

N b) Cluster 2 Scaled up and Broadened Interventions in Existing IPAP
i Sectors

+  Automotive products and components;
+  Plastics, pharmaceuticals and chemicals;
Blofuels;

Forestry, paper, pulp and furniture;

d
| +  Strengthening of links between wultural industries and tourism; and

"i-w.../‘
- »

Business processing, -
¢} Cluster 3 Sectors with Potential for Lang Term Advanced Capabilities
«  Nuclear; ‘
»  Advanced Materals; and
<« Aerospace,

11.4 Definitionof LC

} 11.4.1 Local Content Is defined as that portion of the Bld price which 1s not included in

] the Imported Content, provided that loc! manufacture actually does take place.
Loczal Producton and Content is therefore determined as a percentage of the Bid
price. For example, If the stipulated mintimum threshold for Local Production and
Content is 60%, this means that 60% of the Bid price must be spent an Local
Production and Content (i.e. everything that is not induded in Imported Content.)
“Imported Content” Is glven a very spedfic meaning In the regulations., It means
“ifiat portion of the tender price represented by the cost of components, parts or
malerials which have been or are stilf to be imported (whether by the supplier or
fts subcontractors) and which costs are inclusive of costs abroad, plus frelght and
olher direct imporiation costs, such as landing costs, dock dues, import duty,
sales duty or other similar tax or duty at the South Afiican port of entry.”

115 Evaluation of LC
11.5.1  The calculation of LC can thersfore be expressed in the following simple formula;

Bid price-value of Importzd Content {cost of companents, parts & materials)
= value of Local Production & Content ’

Chapter 11: Local Contant
August 2012
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| .
Vi The value of the Local Content must be reflected as a percentage of the bid
prica to determine whether it meats the stipulated minimum threshold.

11.52  Natonal Treasury requlmes thet the value of Local Preduction and Content be calculated

f] according ko the followlng formula:
iy (o

¥ LC=(1~Z})x100

: ] Where

. ! X Imported content

. ‘ y bid price exduding VAT

7 Prices referred to In the determination of x must be converted to Rand (ZAR) by tsing
} ) the exchange rte published by the South Affican Reserve Bank at 12:00 on the date,
-]\ one week (7 calendar days) prior to the closing date of the 8id,

L

I L 11,6 OTI and National Treasury are in the process of lssulng directives and guidatines to ensure
(N compliance with the regulations. These directives and guidelines will be provided to Transnet
: ) Entitles as soon as they hava been Issued by DTI and NT.

' 11,7 Itis 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 J duplicated In the evaluation of ™ocal capability and capadty building” which forms part of the
SD evaluation. LC Is purely concemed with the percentage of the bid price that will be spent

¢ locally. “Local capability and capacity bullding” on the other hand also takes non monetary
' 11 measurements Into account, such as the number of focal suppllers to be ufilised, etc.

* 11.8 Itis a requirement of Natlonal Treasury that the Decdlaration 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 compulcory returnable document. SBD 6.2 has been
: } annexed as AppendIx E.

r 11.8 Note: L.C will always be the first threshold — i.e. LC will always be eveluated as a first step, to
‘ ],. N determine whether bids comply with the minimum stipulated threshold for that particular
: L designated sector or non deslgnated sedor where Transnet intends to set a minimum
R thresheld for LC. Bidders that do not meet the set minimum threshold for LC must be rejected

at this stage.

i

. ,
{

l Chegter 11: Lecal Content Page 72 of 203
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.'"‘ CHAPTER 12 : DETERMINING SD APPROACH AND DESIRED SO OUTCOMES
|

SD (including CSCP andfor B-BBEE) should form an Integral part of the procurement strategy [n every

procurement transaction. The nature and extent of the SD opportunities will depend on the nature of
l the transaction.

Increased Competitiveness, Capability and Capacity (1C?) matrix:

——

i
:
L

Transnet’s SD approach is to leverage the MDS

infrastructure programme to foster economic growth
and promote transformation

5D objectives SD approach SD objectives

ngrﬂm?tic

i Developmen

. : Shauces fs:fﬁgll?.‘!iﬁfﬁv"?: .
E 3 £
!

Paly 8% e

1 FHC= Futhar Recogeiion Cilty

The Figure referred. to above, categerises SD opportunities based on their value, extent of Industrial
leverage and strateglc Importance to Transnat,

All transactions Involving SD should be evaluated agalnst the IC? Supplier Development Matrix,
The 1C? Suppiier Development Classifiation Matrix assists In categordsing opportunities according
to thelr Industrial leversge, value leverage and strateglc importance to Trensnet. 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,

e categories of ED identified in the Malrix are as follows: |

1Y
. \ 12.1 S CATEGORIES

Chapter 12: Determining Suppler Development Approach Page 73 of 202
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12,11  Pr grammatic

f I Pr grammatic initiatives follow a longer than nommal planning horizon and
i l ge erally exceed the funding cepadty of Transnet’s balance sheet. They are

id= 1tifled either In IPAP 1T or through Trensret as a strategic fleet.  Collaboration
} l be-meen the SOC and Government Is achieved through focused task teams
wh reby Infrastructural development and indusirialisation are atizined through
: l joi "t support: and In some cases public spending.

ﬂ In astment Is focused in plant, technology and skills in both intermediate and
! ad-anced capabilides to develop competitive advantage. An example is the
: l Te asnet locomotives fleet.

{ l 12.1.2 st itegic

‘ l St itegic inftiatives follow @ 3 to 5 Year planning horizon, involving Investment In
5 , 7 ) _ tew nology and/or skills in intermedlate capabllities to achleve locel capability. and— — -
s a: adity building, This ensures that multinational corporations, original equipment:
‘-J\ mz wizchurers (DEMs) and service providers develop a certain percentage of their
Gcds locally. Stategic Intiatives can therefore be used to achieve local
L

- . ca: ability and tapacdty bullding objectives by increasing the competitiveness,
. & ¢z .ability and effidency of local suppliers. Strateglc inibatives can sometimes
: 1, for. 1s on advanced capabilitfes but will in most cases require government support
l i} ta levelop loca! capability.

1213 Fo used

ilh ]
i J Fe used Iniatives Include all medium to high value transactons with limited
inc sstrial leverage and medium to low strategic impartence. These Initatives
: ad ress short to medivm term contracts that can be leveraged to encourage
: l su: plier and product development.  The forus on investment in technology or
o ski's enbances existing local industial capability andfor the ability to supply
str tegle Services. Emphasis will largely be placed on benefiting previously
dic dvantaged individuals, The overall result improves the sodo-economic
en 'ronment by ¢creating competitive local suppliers. It furthers the ébjectives of
er owerment, transformation, reglonal development and rural upliftment.

Sir 3l Enterprise Development transactions are typlcally of low value and have no
L Int 1strial leverage as it Is characterised by low complexity Goods and high
}) J/a'j copeliion.  These Inltiatives concentrate on increasing the capabllity of small

‘ { 1214 Sr all Enterprise Development
{

loc | suppllers and are targeted toward previously disadventaged Individuals and
co: munities, providing baslc skills development and improving local employment
an: quality job creatien, [t Includes a wide renge of fnancial and non-financial

S Se: dees that help entrepreneurs to start new buslnesses and to grow exfsting
on: 5. - -

12,2 CATEGORISATI N OF TRANSACTIONS INTO THE RIGHT SD QUANDRANT

i ] : Transnet has ¢ signed a focused four-step process for identifying high value generating SD
. oppoertunities (s @ Fowre [15] below). The process takes Transnet’s CAPEX and OPEX spend
; and then filters specific commadities by value to Identify significant spend items. Slgnificant
3 spend items ar: likely to have the most leverage for SD opportunities. The industrial leverage

analysis provid: 5 a view on the risk and the complexity of the commodity to understand the
l Iz : risk fo the sup, ller 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 « itegorisation of opportunities, Each transaction must be analysed on a “case

by case” basis faldng cognisance of the nature and complexity that is Involved in that
I - j particular SD ac Mty

I } Chapter 12: Determining Supp’ - Development Appreach Paga 74 of 202
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Legend
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[ s

Through the spend
znalysis,
commodities wit be
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thelrmspective
costvalues, onto

e sareprors |

the ValuefIndustial

1

leverage quadrants
Informed by the
Supplier Market
Inteligence Matrix,
a3 this will provide
guidance on how
each spend
category will be
treated ard what
polley enviranment
wilt be applicable.

:

Industrid leveragels

comprised oft

- Industial Complexty.,

+ Commendaland
technical dsks,

b -SuppllerIntelligence

This anzlys : urther
classhiesth:
opportuniiz- into
direct, indi= tand

E community
catepeties t- ensure

+The number of units
purchased and the
duration of
procurement?

Based onthls anaksis

epportuniiesare

further positioned on -

the fromework.

=¥ approprizte

prioritisatior. s given
toward the « tegory

and to furth- ~ensure
focus

Prorities ars hen
ariculatedi- the SOP
¥ and detziled wtion

g plans are d= zloped
toensiev @

3 caphure.

w1 S a5, Figire [15] — 4 Step Prodess . 0 5o

]

This proce: s is briefly described above, but a detafled description can be obtained in th- Transnet
Supplier - velopment Plan.

12.3 SUPPLY iR DEVELOPMENT (SD) EVALUATION CRITERIA

If a sp: dfic commodity has been earmarked as a SD commodity, SO should be Inch Jed in the
evaluation afteria. A rigid “ane slze fits all” approach cannot be Implemente;. as each
procure nent ransaction will need to be evaluated on its own merits based on the nature of
the tra- sacton with specific foctss areas. The assistance and guidance of the SO Z0E must
always e sought when developing 5D criteria,

Depenc ng on the supplier market and what is feaslble and achlevable on a speci ¢ bid, SD
aiterla vill differ on a case by case basis.

Chapter 12: Determi~ 1g Supplier Development Approach
August 2012

or example, In one case local manufa: ure, local
assemt'y, industriallsation may be feasible] whilst in another the focus may fai on skills
transfer. job creation/presesvation and skills development ( Agure {167 below).

Paga 75 F202

DLE-00653



Pt T TEL Il SEPERETEN et S—ty P ] £
3 ARG (OG-S S S

‘- AV
d

r
[

-

»

L3
11

i
paM

|
l
i
2
|
|

£

i

}
']
]
|
|

OO'-O365-0001-0126

TRANSNET-REF-BUNDLE-00654

375

The IC? framework developed by the DPE was adopted to-
assist in the prioritisation of SD opportunities and mcludes

transformatmn

"'y
B

m"-w.'a"s"'" W

Smeil Bu.uness
Dwe!opn’lan!

These broadly stated evaluation criteria that wera daveloped during the planning phase, should ‘
be broken down into specific measurable compenents and incorporated In the bid documents.

This Is shown in the Bble below:

[ t===arr

%-Eya?]_:faiﬁ?i“"?ffi‘ﬁf: - =
%ﬁ@lﬁgﬁ e T "Ex;':«-"—:_-,_srq,;._' ‘
Industrialisation | « Valug of lnves!ment In |« Quantification of the monetary value invested
plant In machinery, equipment, buildings
« 9% of Local Content a % of the valua lnvested in machinery,
utilised In the equipment, bulldings that- are sourced from
investment in plang local companies
« Reduction in import « A percentage Indication of the increase In
{eakage locally suppiled Goods and therefore the
« Potential increase in resultant decrease |n imports as a result of the
export content contract

+ The % increase In exports that will result from
increased Industrial capability developed in
relation to the award of the contract

Chapter 12: Determining Suppller Development Approach
August 2012
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: J Capabliltv &

capacity building

% Local Content
Value of local parts in
refation to the bill of
materals

Value spent on lacal
suppliers

Number of local
suppllers in the supply

Plarned use of local parts asa peruenmge of
the total contracted ltems

Planned monetary value of the parts utilised In
the bill of materials {as a percentage of the
tobal spend)

Planned percentage monetary value spend on

procurement of Goods and Services procured
from SA suppliers

supply chain Individuals
to be trained, Induding
o Number of
artisans
o Number of
technidans
o Number of Black
Peopla
o Total number of
paople
Certified tralning
Rand value on training
to be spent In the
Industry
Number of bursarles [
scholarships (specify
field of study)

+

g
;z chain of the Bidder a Number of South African supplliers that are o
) be utilised in the fulfilment of the contract
: —_._. | Technology « Technology transfer « Introduction of a new/improved method of
! transfer and Induding: manufacturing N
1 sustainahility o Methods of o Provision of new technologies
N manufacturing o For processes
7 o Introduction of o ICT
new technologles o The transfer of patents, trademarks and
o IPtransfer (no. copyrights
and value)
Skills = Number company « No. of individuals within the company (in
development employees io be South Africa) that the suppiler plans to train
trained induding: over the contract period; Wralning undertaken
o Number of in the previous Year will not be taken Into
artisans account as past employee training appears in
the skills development pillar of the BBBEE
e z‘g\nggaﬁz scorecard; criteria broken down as for
b industry tralining above
° ;‘:;“ I:r of Black | , o, of Individuals that the supphier plans to
P train [n the Industry over the contract period;
o Total number of training undertaken in the previous Year will
people be taken into account to make allowance for
« Number of downstream suppliers who have just completed a training

drive within the industry

What percentage of training for 1 and 2 above
cemplies with local and/or international skills
accreditation

Total planned monetary value spend (as a %
of contract value) on skiils
development/tralning for the contract period
within the Industry; meney spent in the
previous Year will be Induded In Year L to
mzke 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 supplleris

August 2012
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rablear ;area

« Number of apprentlces T prepa;ed to mwast in the deveIOpment and _

{spedfy Industry) running of schocls to increase technical skills
« Investment in schools development
In spetific sectors (e.g.
engineering)
Small business s % of planned Refers to the planned procurement from small
premotion procurement from QSEs business as a % of the totsl planned
» % of planned procurement spend
procurement ftom = Suppliers will be given a point for each non-
EMEs financial ED support that they are planning to
. « % of planned give to small business e.q. Professlonal
procurement from support; employee time allocated to assisting
start-ups small business

» Non-financial support
provided to small

Suppliers will be given a point for each
financial EC support Initiative that they are

business planning to undertake during the contract
« JoInt ED initfatives with ‘fjriréuldoag;g. Shorter payment terms; interest
Transnet : o i
The number of ED Initiatives that tha supplier
will jolntly run with Transnel:
That are aligned to Transnet’s objectives
That are finandzl or non-finandial in nature
Rurai « Number of local « Number of people to be employed from within
deveIOp.ment _ employees the town / city of operation
and regional « Value spent on local Monetary value to be spent on business within
integration business the town / dity of operation
+ Proximity of business to | « The locality of the bidder's business in relation
operations to operations, Preference [s glven to regional
« Number of rural {provincial) locality
businesses to be The monetary value of CSI o be spent on
developed rural community development projects
» CSI spend .

12,4 SUCCESSFUL BIDDER'S FAILURE TO MEET SD TARGETS

The contract with the Successful Bidder must contain a penalty dause which stipulates the
penalties that will be Imposed by Transnet, should the Bidder fall to meet the SD targets In the
contract, Furthermore, fallure to achleve SD targets will result In breach of contract and
provide Transnet wtth cuse to terminatefcancel the confract with the Successful Bidder.
Milestones In termns 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.

Chapter 12: Determiring Suppller Development Approach
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CHAFPTER 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 methodelogy where minimum thresholds are set for Lol
Content (where applicable ~ designated sectors), B-BBEE/SD and Quality. Only those bidders
that meset (or exceed) the relevant minimum thresholds, advance to the next evaluation
phase {step 6 In diagram below, where Price/TCO, Sb and BBBEE are scored using the pre-
determined weightings. Method 1 is the preferred method for evalusting bids within
Transnet. Methcd 2 is used only In instances where Quality Is of aritical importance and
assigned a greater weighting than price in Step 6 of Phase 2 (5D, B-BBEE and FRC welghts
remain unaffected).

1311  Method 1 (Preferred Method)

. 1
PHASE l' PHASE2
. : |
Stept Step2 Step) Step4 Steps | Steps ) Step?
Minimum . Minimum Minimum : . Postiander
Adminigiabve Substanfva Thesholdfor  Thresholdfor Threshadfor | Whighiad negoksienif
tespongfeness  responsivenees Local BEREESD  funclom@d | scadogl100 g%mb}e)
Confent? . technlcal | . -
1] 11 !
[

Ly

ety

E»ﬁ*ﬁ

+
ReL
M i

[l it Y

-
g
vl

Refurakle Teshileal!
doguments! Praqualiication +B-BBEE
schedules scorecan]

*ihen Issténg a tender in 2 desigrated secior, Transnet must et a minfmum itreshold for Locel Content When issuing a tender Tn a ron
deslgnated sector, Transnzt has a disgretion whether to Inclode a minmum Hreshold for Loce] Content or not, Hawever, a5 a general nde Transnat
will actively pursue opportinities: for Local Content in all bids,

[ oo e I T TS Figure (47 Method X i Lo T ]

e Phase 1; A minimum threshold must be set for Local content (where applicable)
and both SD/B-BBEE and Quality. These are separate thrasholds, and the Bidder
must meet the minimum critetia for all of these In order to proceed to phase two.

»  Phase 2: The suppliers who meet the mintmum threshold for Local content, SD and
Quality (phase 1) will then be evaluated against each other using price, SD and
BBBEE (induding FRC) as criteria

| |

Chapter 13: Determining Evaluation Criteria Paga 79 of 202
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]
: 13.1.2 Methed 2
~ (An alternativa used in limited instances where Quality Is of critical imoortance)
k}

PHASE { . PHAE: |

' ( Stepd Step2 Stend Stepd Stpl } Stepd Siep7
! Winimutn Hinimum Minimum 1, ) Postlendar
: Administagve Subsianive Thresheld for Thresholdfor Threshd for | Weighisd negotaton (i
respansivensss  responsiveness . Local pBBEESD  functomfty | seading/100 gpﬂczble}
: Contert* !lﬂ[m!ﬂa’ 1 y
| || t
: 1
. =3 .
N Mar ;ﬂ

\,A :'-;a; 5D
r e 5:22:?& o Techmicali
B ; +B .
: -} schadulag e qeicaton sesrecard funchanal
|
*hen Issuing 3 ten<r in & designated sector, Transnet musk set a minimum threshold for Loral Content. Wien issuing + fender in @ ron
) designated sector, Tre snet has a discretion whether 1 Include a minimum thrasheld for Lozl Contant o nok However, 25 a ¢- '2tal rule Transnet
wi actively pursuz opz wundties far Lozl Conlent n all bids.
; } Lo T rpare 8 Methed 2 o w |
t
, «  Phrse 1: A minimum thresheld must be set for Local Content If applicable and both
. SD. 8-BBEE and Quality. Thesa are separate thresholds, and the Bldder ;- ust meet
f the minimum aiteria for all of these In order to proceed to phase two.
; ! +  Phrse 2: Quality/Functionality is Induded in the evaluation and has a higher
o, weijhting than Price., The weightings allocated to SD, B-BBEE and FF 2 remain
\]l/ e un- ffected.

13.2 CHOOSING APPROPRIATE EVALUATION CRITERIA

J 13.2.1 seneral prindples

Evaluatio:. criteria must be:

, = Unan biguous. The bid documents must provide a complete explanation of he scope
of werk as well as the criterla and sub-criterda that will be used in the eve uation of

‘ ' bids. tare should be taken to ensure that the RFP doas not contzin any cor radictory

} clausss, Where drawings are Induded as part of the RFP, such drawings must be
comp! tely allgned to the written description of the Goods or Services require L,

« Ratic.al and justifiable. Evaluation aiterda must be rationally linke! to the
projecad procurement outcomes. l

« Quan-ifiable. If a oiterion cannot be measured, it should not be incluc :d as an
I, } evaluz jon criterion.

l. } Chapter 13: Determining Ev 'vation Criteria Page &7 of 202

August 2012

005l0365-0001-0130



00*0365-0001-0131

TRANSNET-REF-BUNDLE-00659
380

FOR INTERNA USE ONLY FROCUREMENT FR. YCEDURES MANUAL

+  Predetermined. Evaluation aiteria must be stated upfront In the \FP document. No
evaluation criteria should be used In the evaluation process that w= e not stipulated in
the RFP document.

« Objective. Evaluation criteria should not be written with a spec’ < product in mind,
but should rather describe functional {as opposed to produrct specif ) characteristics.

322  Quality criteria

Quality ariteria must be determined taking into account the needs : vd expedations of
the end usef with regard to functional outcomes of Geods or Servic ;, l.e. conformance
to stated reguirements. It is imporant to note that only necessar. quality/ technical
criterfa must be induded as evaluation aiteria, Quality evaluation « iteria must not ba
drafted in an excluslonary manner e.g. requesting 10 yzars experi<nce In an industry
when achually 5 years experience would suffice. In developing C wlity criteria, it Is
necessary to consider how these items are to be measured, verified & d evaluated in Bid— - -

submissions,
a) Quality giterfa may Indude criteria such as*:-

{)) technical merit;

(i) aesthelic and functional characteristics:

(i) safety characteristics;

(iv) environmental charadteristics {indudir j green economy,
energy conservation and climate conbre );

(V) quality control practices;

{vi} reliability;

{vin) durabllity;

{Mii) method statement (Induding organiz- ton, logistics and
support resources) relevant to the scop : of wark;

{ix) qualifications and demonstrated exper nce of key staff in
relation to the scope of work;

ol demonstrated experience of the Bidc  with regard to
spedfic aspects of the project/comparz. le projects;

{xi) running costs;

(i) after sales Service and technical assistz: «s;

(i) delivery date;

{xiv) delivery pariod or period of completion;

{(xv) Inspection or testing requirements; _

o) integration with other Goods / Services' and

{(xvii) training requirements.

b} Where the weighting. for Quallty forms a sfgnificant part of the ¢ rerall welghting, at
least 2 persons of the CFST who are conversant with the tech: ical aspedts of the
bid shall set the evaluatlon criterla and welghtings. These jersons shall also
determine the prompts or qualitative indicaters 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

g} It should also be determined whether Intervdiews, slte visits and presentations
should form part of the scoring, and If so, the relative welghts . ssigned to each of
these must be determined. These aspects must be clearly dealt with In the RFP, It

| Is important to note that interviews, site visits and ‘presentaticr 5 should only form

* This & ction on quality is larpely based on clause 4.3 of the CIDB Standard For Unii. mity in Construction
Procurs. ent

Chapter 13: Det- nining Evaluation Criteria
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vy
St

part of the scoring if there are aspects of the bid ‘tha" cannct be evaluated based
on the responses to the RFP document.

s }

d) The evaluation of bids shall be based only on the - ‘ormaton contzined in Bid
submissions, and where relevant from interviews, prese wations and site visits.

—

13,23 Prce criteria

8) When dealing with more complex bids, the evaluatic 1 of price must Involve an
evaluation of the Tota) Cost of Ownership (TCD). In - ich cases, Bldders must be
requested to provide all information relevant to the evaluation of TCO. It is
recommended that Bidders be provided with 8 compr: 1ensive pricing schedule to
ensure that they all follow a standardised approach wit i pricing. This will fadilitate

uniformity in the evaluation of price. The evaluaﬂon i TCO Indudes but is not
limited to, factors such as: e

e Installation costs;

«  Wanmanties;

o Senvlce and maintenance cosls;
«  Operating supplies;

« Storage costs;

» Commerdat discounts;

* Incoterms;

»  Price adjustment conditions; and
«  Exchange rate fluctuations.

|
‘

b} When caleulating prices, only discounts which have jeen made unconditionally
must be taken into account during evaluation. Howeve , where a discount is made
conditionally, such discount must, desplie not bei 3 taken Into account for
evaluation purposes, be Implemented when payment is ffected.

13.2.4 Preference criteria

All Bids should be evaluated agalnst preference criteria. Tr : preference criteria, as set
out in Chapter 10, should be induded In the bid documznt,

13,25 Supplier development (SD) criteria

1f a spedific commodity has been earmarked as a SD corv nodity, then SD should be
induded In the evaluation aiterda. The SD criteria, as devs ped in Chapter 12, should
be Induded In the bid document.

13.26 Evaluation of financial stability

Depending on the type of Goods/Senvices being procured, | may be Important that the
finanda! stability of Bidders be evaluated based on their & :dited financlal statements,
etc. Depending on the Importance of the financlal stability of the successful Bidder/s,
finandal stability may either be induded as a pre-qualificat n triterion or an evaluation
aiterlon, It is important to note that the evaluation of finar tal stability will not feature
In every bid, paricularly those which seek to advan. @ Start-up and ernerg!ng

| " enterprises. F[nancial stabillty may also be ev‘a)uated at the : iscretion of the AC in terms
of paragraph 20.3.

Char 1 13: Determining Evaluation Criterda
AugL 2012

Page 81 of 202

00!—0365-0001-0132



[ P

ey

B T L

. ﬂ..,.-u.,
¢ —— i S,

"

- e
|f i

= . -t
— et [ S— ] -—.

—

..,H....L......“

—

.

—

TR

R

3 EEN NN AN N N =W
- r

OO!-0365-0001-0133

TRANSNET-REF-BUNDLE-00661

382

FOR INTERNAL USE ONLY PROCUREMENT PROCEDUR 2§ MANUAL

13.3 DETERMINING THE WEIGHTING FOR EVALUATION PURPOSES

The welghting of the various components I.e. Quality, Price, SD, and B-BBEF nead to be
considered on a case by case basis as each procurement event will differ. It s Important
that these be determined upfront and induded in the RFX document. Onecza In~uded in the
RFX document one cannot deviate from that and the evaluation has to be do e strictly In
aceordance with what was stated in the REX document,

The welghting of Quallty requirements as a whole, as well as the sub-reguire; -ents within
the Quality section, need to be werefully determined to ensure th:: the end
product/service is optimal and fit for purpose.

It is suggested that the component welghting should vary in terms of prefere. ce, SD and
Quality/price, depending on the particular IC? quadrant. (see Fgure [197belo: ).

Hethod 1 (Tetal puints out of 100) :: Method 2 (Total points eut of 106) _—
+ Prce; w- | RSV -
.5D: n-3 a2
L] - - - ¢ ¢ :
Preference ER2EE: B0 L prforence/BO8EE: 2-4
rSarecard 10 o Scoreant 0
-FRC: curvent and fulre: | x4y E RCanetk it | vy
« Prices Begg 3 Qi 30-30
- SD; 5-5 & " g'?-" ;g'm
. Pre{erm{g:aﬁ&: 20-40 b Pre?er — -
vl 10 | Seorecard: 1
-FRC: currant & fture ' )
Xty } fRCometRfure jryy
o i 2-%
' Prél'a'encelBBBEE: 0-40 E - 5D ' 15
~Scorecard: i+ Preference/BBBEE: 20-40
-FRC: currert & fure xlfy : %emrd 4 b 10
: eurren e Xy
{7 ormal Gpen Tender 'i"NTO{xn Yendes™ T T
v« Price: 50-70 1 -Quly 4
S - 10 § - Prieer 1030
i Preference/B3BEE: .40 5 10
! -Scorecard: 1 L Preference/BB8EE 0-4
' -FRC: cumvent & fire 4y ; -Seorecand: 10
‘ FRCGomertard ftre | oy
LowValua Open Tender (cRSm%a E Low Value Open Tender (<FGT)
« Price: =80} eQuRy 4)-60
o S 10-20 % i 20-30
« Preference)BREEE: Q-4 3 @ 1070
- Scorecaed 10 !+ Preference/BBBEE: ) -4
- FRC: Curyent X ; + Soorecard 10
‘ P - FRCCmat X
Quetation 1 Quatztion
* Price: iig -;g L Qally 4
S e bl + Prige; 20-3::
. » Preference/BRBEE: [ Y 10-20
" +Soorecard: ] !« Preference/BRREE: 1 D%
-FRC: Current X } « Sorecard: "
i » FRC: Current

The weightings abovazre indicatveandray be changad withthe ofthe ekl ar prenwith theapmopd'e ontractng Dod.
Msomeﬂtatﬂmuﬂ'gu%ﬂm!ghﬂ'g:!!-mﬁmwmﬂgﬁmmemmmWammmm By
Thevalues for FRC Currank [x) and FRC Fituredy) mst be determined ana e by case hasis provded thatthe cumulatizapal s for B-BBEE do not eceed the rge 2s stipy, mfinthedtagram:

ooy v 0 T U CFigune [19] Methods 18 2
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13.4

It is important that all of the abave should be carefully considered by the CFST and Induded
In the sourcing strateqy, the RFX and RFX sign-off template prior to issting the RFX to the
market, as neither the evaluation criterfa, nor the welghtings, nor the evaluation
methodology (fe. Method 1 or 2) may be changed during the evaluation phase,

Chapter 13: Cetermining Evaluation Criterla Page 84 of 202
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_..ml CHAPTER 14 : MAIN PROCUREMENT MECHANISMS
: ] 14.1 FACTORS TO CONSIDER WHEN SELECTING THE APPROPRIATE PROCUREMENT
l : MECHANISM
i Seurcing/procurement stretegles are dosely linked to the strategie Importance and value ¢f
: the Goods/Services. The First step is to dasslfy Goods/Services on a risk/value matrix I
l ) order to determine the importance of Goods/Services to Transnet as well as the appropriat=
i \ procurement mechanism to be used, the commeodity should be plotted on the four quadran:
! matrix below:
i
I . S . High B : ey
/J\ ! Rick to - E
l 2y j- 3 business Ed ‘
- [ :
g ,. -g
; :
] :
l - Value of .
: ] Low 3 spend High
o & N
l ZRANXE Jii-\\ e e T S e B J“‘t y "-"”"S‘—'IJ"Y""“—)
J [ e Fglre f20] = Risk / Value Matrix: 00
' : The following guidelines will assist In determining the correct procurement mechanism to s 3
depending on where in the matrix particular the Goods/Services are placed:
y TABLE 16
N : "'fr“?“**“'.-"{i“?'f:.ﬁi&ﬁ"‘"‘ =
"j B 4
I ; Routine/ . Low risk; low spend « "As and when”
: ; Transactional |« Non-critical items « Quotation cgn?’tactgor
5 « Many suppliers in the system (only short 2n
l : ma rlret PP when non medium term
; « Objective is to minimise repetitive and + Transversal
. ! under R2 contract
L spending significant million)
time and effort on
! obtaining these Goods /
: ) Services through ‘as
. and when' contracis
l Leverage = Low risk; high spend » Open Bid « Transversal
« Non-critical items contract
« Many suppliers In the « “As and when"
market contract for
short and
l Chapter 14: Main Procurement Mecharisms Page 85 of 27
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¥ -
l ! TRFOpHAtes:
el Emen
' i e Objective is to !everage mediom term
i econamies of scale
: Bettlenec: /  High risk; jow spend « Two stage » “Asand when”
} Developm nt |« Umited suppliers bidding system |  coniract for
3 « Theseare temsthat | * Approved list meclum tem
! Transnet must have « Confinement « Fixed quantity
but which are difficuit
I | to obtafn :
. o Critical items :
: « Includes spedalised f
l : equipment, T
; instrumentation or
1 : software from '
Y proprietzary suppllers
l ' ‘\_3-.:; } « Dbjective is to secure ;
S I supply i
i i Strategic « Highrisk; highspend [+ Open Bid « Medium 1o long
l "~ |+ Theseareitemsthat | Two stage term contract
" are critical to bidding system | « Transvérsal
) J Transnet’s business » Approved list contract
I * » Confinement ;
’ Depending on the drcumstances of each requirement for the procurement of Goc s or
. Services, : 1y one of the following main procurement mechanlsms or procurement patk may
l ' be utilised
R Cnce-off Known
l . Vehie <Rz i @ transaction @ ﬁ market* B :_;J ey
. . Repetiive {Onca- ' Competiive
l - ’ > R2m @ m:a"cljan @ markef"*
: ‘ . L Repetitive /Once- . Compelitire
‘- ; Normaly v= 2 of | market“rntgrown
l , > Ram ] @ transaction @ : markets
J * Knewn markel - sur fars are fisted on the vendor database
** Limited market - or - arestricted number of suppllers exist eg. Original Equipment Manufatlurers imitad suppllers orasciz uppller
' *** Comgelitve mark: -many supplers exist in tha mearket
: J == Unknown markel there is no clsar specification of requirements andior the avelfabilty of the goods/servizes s tnknasm
L. iR Figire [24] = Procirément Mechanisms 1 i ER|
I
oA
l Chapter i4: Main Pre srement Mechanlsms . Page 82 202
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14.2 PROHIBYITED PRACTICES

=J 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,

\ 14.2.2 In cases where it Is absolutely necessary o obtain test bids for budget
i purposes only, the request to the market must clearly and unambiguously
state that the request for a quoke is for budget purpases only and that no

T business will ba awarded against this invitation, Care should, however, ba
g exerdsed that such budget pricing exerclse is not abused mersly to give
certain contenders advance notification of a new project in the pipeline. It

wotld be advisable to rather obtain test quotes from more then one, or even

_ better, all the known suppliers so as not to run the risk of belng perceived to
' s have glven only one contendear advance notification.

1423 Requirements may not be deliberztely split Into parts or items of lesser valua
']\ in order to keep the bransacton value within a particular Delegation of
Authority level or to keep It below the threshald of an AC or a person with
higher Delegation of Authority. This is considered to be Parceliing.

product-spedific. Spedifications must not Include any exdusionary terms.

Y
| 1 14.2.4 Spedifications should be functional and fit for purpose, rather than brand- or
j] Compiling 2 spedification around one supplier's product is unfair and not
/

allowed.

QUOTATION ("RFQ")

14.3.1 Deﬁmt:on

L The quotation system is a procurement system used for fransactions below R2 millfon
- ) ) that are required on a non-repetitive basls.

14.3.2 When to use the quotation system

value, It should not be used on a continual / repetitive basis for the same
commodity l.e, Instances where the same commodity is purchased
(sometimes even from the same supplier), but on different purchase
‘ordersfrequisitions. This will be regarded as Parcelling.

‘ ! b) The gquotation systerri i5 intended for non-frequent purchases of fairly low
{ ) The quotation system is best suited In the following crcumstances where:
{i) transactions are valued at less than RZ milllon;
’ i | () the purchase is nct required on a repetitive basls. Where the same
i 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 obtaln firm prices for a specific perlod (even with price

August 2012

I ' } 14.3 THE QUOTATION SYSTEM FOR VALUES BELOW R2 MILLION REQUEST FOR
1

!
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review mechanisms induded), consider a short term as-and-when-
required contract;

(iiy the value of the transaction would make it Impossible, impractical or
economically unviable to call for Open Bids; or

(iv) there are oppertunites to develop suppliers in order to achieve
transformational objectives. This mechanism Is considered to be the
best avenue to fadlitate entry to the market for emerging small B-
BBEE companies,

1433 Advantages and disadvantages of the quotation system

non-repetitive purchases the most costeffective as the
benefit of volume discount is lost

+ Tumaround time Is longer when
using the quotation system as
opposed to an ‘as and when’
contract, in the case of repetitive
purchases

e Rlsk of limiting competition to only
certzin service providers

14.3.4 The authority to obtain quotes

CEOs may at their own discretion dedide to allocate different levels of authority to
diffarent Managers In terms of their Delegation of Authority. The CEO [and ultimately
the Chief Procurement Officer ("CPO")] will defegate specific powers to spedific
Managers In the procurement function to invite quotations up to a certain value and
secondty for the award of the business resulting from the quotation system,

Furthermore, the CEO of a Division mzy at hisfher own discretfon and within the
Transnet DoA framework, introduce OD spedific control mechanlsms for these “low”
value transactions {e.g. Petty Cash polides, etc).

‘Depending on the value of transactions falling within the quotation system,
appropriate control measures must be implementad from low value quotes to high

value quotes:
_r TABLE 17 :
FESE SR A R e
el e
sEppseR s s iy eas oblain]dd-quote i
Less than RS 000.00 Fax/emall quotes
RS 000.00 ~ R50 000.00 Fax/email quotes
Greater than RS0 000.00 - | Fax/emall quotes
R250 000.00
Greater than R250 000.00 ~|Short form REQ request | 3 or more
R1000 000.00 (receipt of bids at the
tender box)
Chapter 14: Main Procurement Mechanisms Page 83 of 202
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Greater than R10C00 000.00 — | Formal RFQ  process | 3 or more
R2 000 000.00 (receipt of bids at the| -
tender box)

g{ ’ 14.3.5 Number of quotes to be requested
' 8) As a general rule, a minimum of three guotations should be reguested.
However, a buyer may request more than three quotes If necessary, Where it
Is iImpossible to request three quotes e.g. patented artides, OEM spares etc,,

one or two quotes will suffice, However, a submission must be prepared with

3 the reasons for not being able to request at least three quotations. This must
be approved by the CPO or hisfher delegate, depending on the valug 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 basls,
',H consideration should be given to etther the framing of an Approved List, or the

-..)J tonduston of an "As-and-when required” term contract.
i)

1 O
Y b)Y Itis important to nota that once a request for quotations has been made to
l : ‘ prospective Bidders, a buyer cannot subsequently request further quotes T all
! ]

Bidders approached have not responded to the request by the closing date,

14.3.6 Transnet Venrdor Poital

a} An automated Trensnet wide Vendor Portal (TVP) has been created for all
potential suppliers wishing to do business with Transnet to register and update
thelr company profiles. The web address Is hitps://vendorportal. transnet. net,

b) Potentlal suppliers should provide full detmils of the Goods/Services on offer,
their tax clearance certificate, their BEBBEE levei, Induding % Black ownership
and area of operation. Suppliers will be dassified accordingly on the TVP.

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 funcionzlity to invite guoles from
potential suppliers on a rotional system to ensure an equitsble spread of
opportunities among all potential suppliers.

f 14.3.,7 Process

. a) As Indicated above, the buyer will request quotes from at least 3 potential
1 Bldders on the TVP where possible.
" ‘ by For relatively low value, simple Goods/Services, the RFQ should ideally be
. open for 3 to 4 Working Pays In order to afford Bidders a reasonable
; opportunity to respond. For higher value, more complex Goods/Services, the
{ RFQ should be open for 2 minimum of one week.

I . ¢) ‘The bids must be received In a controlled environment, e.q. a dedicated email
; } | address, dedicated fax number or a tender box.

d) Asa general rule, quotations are to be evaluated on the basis of pricz and B-

: } BBEE, In addition to the 10 points allocated to the B-BBEE Scorecard, bidders

I Chapter 14: Main Procurement, Mechanisms Page 89 of 202
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will be evaluztad agalnst the current status of thelr Ownership and
Management Co:trol. Ten points will be allocated te Ownership and a further
10 points to Mar ;gement Conlro! (see Figure [19] above). A minimum B-BBEE
threshold of Lev:] 4 should be used as pre-qualification criteria for quotetions,
unless not possi'le. In the event that technical evaluation Is also necessary,
the technical ev:ivation aiteria must be pre-determined and included in $he
RFQ docurnent. “he highest scoring Bidder Is to be selected as the Successful
Bidder.

e) In instances wh=re quotes are invited from potential new bidders, the prices
duoted should, v here passible, be benchmarked against previous prices paid,
to ensure that ¥ ansnet obtalns optimal valua for money, whilst achieving its
social obligation.

) Asindicated in ¢ Jragraph 14.3.6 (d) above, quotatiens should be invited from
potential bidders on the TVP on a rotational basis 50 as to ensure an equitable
spread of opport nity’among all potental suppliers.

- Figtic :[22] = Quiotation Process -

14.4 THE OPEN BID PRQCESS {RFP)

Skt Tae

n$sc igns oreater i
-comipe: tyel market'and 4’ ea
Bctive-E fdersare able o respon
ertised | J0canatonaland:2zor 1

are = o] S givo

14.4.1 Definition

The Open Bid Process {RFP) is a competitive process where the general public is
approached with an irJtation ta bid that Is pubtished in the media, AY Interested
parties ara granted an 2qual opportunity to bld for Transnet’s business, Once the bid
has dosed, the winn:1g Bid Is selected by means of a trensparent evaluation,
recommendation and = Jjudication process,

144.2 When to use the open bid process

The Open Bid syster1 15 the procurement/disposal mechanism best suited to the
following drcumstancss: | !

a) t. e monetary value of the purchases is in excess of R2 million;

Chapter i4: Main Procurement Mechanisrs Page 50 of 202
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even If the bid value is less than R2 million, &n Open Bid should
- be Issued if the market Is net inown or the Goods or Services
] are required on a repetitive bagis;

l =) the market is competitive (Le. many potential suppliers are
‘: , able to provide the required Goods/Services);
l : o) there are clear and unamblguous specifications to ensure that
l all potential suppliers bid for the same product;
I f , 2) thera Is enough time avallable;
: l £ the value of the transaction must warrant the cost, time and
[ effort taken to use an Open Bld process; and
) | c) in cases where Transnet’s needs / spedifications ete. are still
. too vague to issue a formal bid, the two-stage Bid system (RFI)
;Lj shauld be followed,
1
7-} 1443 Advantages and disadvantages of the open bid process
T The Oper Bad system Is regarded as the The Open Bid process Is time
' procurer ant mechanism which best consuming. In order to ensure that
l ensures cden and fair competition, Goods [ Services are dellvered to the
, business when they are needed, the
; } need for the Goods / Services needs to
! be anticipated well In advance.
l ‘ Requires significant resources {cost,
: } : time, etc.)
I : I 1444 Praicess
z) Before any bld document may be issued to the market, the
l | person with the necessary delegated authority must provide
o written authority to approach the market. This must Incdude
NV approval of the evaluation methodology, evaluation criteria and
the availabllity of funds. The evaluatlon team Is also to be
I ; decided on at this point.
: £) The bid document should be compiled according to the
I : guldelines set out in Chapter 16 (B/d Preparation).
' ) Bids may be advertised in locl, national and / or International
: media depending on the market and value of the bid,
l - - ) Bids should be kept open for a reasonable perlod. Refer to
¢ } paragraph 16.3 for more detail, .
b
) Bids are to be finalised as soon as possible after the closing
I date of tpe bid,
'. See proce:3 below to be followed in the tase of an Cpen Bid process
] Chapter 14: Maln Procuremant fechanisms Page 91 of 202
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145.1 Definition

An approved list is generally used for Goods or Services that are required according
to unique specifications, e.g. OEM spares or proprietary artides. An approved list is
framed and utifised for Goods or Services required on a continual basis.

145.2 General principles

a)

b)

c)
d)

Chapter 1% Main Procurement Mechanisms
August 2012

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 s0 required, the suppller must
have submitted samples or delivered Goods which have
satisfactorily passed Transnet’s quality tests,

Approved supplier status cannot be aequlred 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 obtined after following the process
stipulated below.

Specifications must be drawn up to promote fair competition.
Obs and Spediallst Units must attempt as far as possible to

procure off-the-shelf Goods as opposed to drawing up their |
pwn specifications.

Page 92 of 202
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g) An Open Bid may not be Issued for Goods/Services appearing
on an approved {lst.

f) Information regarding Transnet’s Approved Lsts may not be
disclosed to anyone outslde Transmet without the written
approval of the GCSCO.

a) - 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 foflowing transactions:

a) sbategic, high-value, high-risk items, non-standard items which
are not available “off-the shelf”; B

B) where equipment can only be chtained from Original
Equipment Manufacturers (OEMs) or limited suppliers; or

o) Goods and spedialised Services that cannot be sourced from
non-approved suppliers because of Transnel’s own unique
specifications, Quality standards, or safely reauirements ie.
commodities that are not freely available in the market; from a
range of suppliers.

1454 Advantages and disadvantages of the approved list process

Y

T e et W
R pat —..Amf"amtages-m?zr::w

o e o

e Reduces administrative burden as

thera is no need to approach the
open market every time there s a
requirement for Goods/Services.

Bidders are pre-qualified and need
not be evaluated on technical aspects
every Ume there [s 3 requirement.
New entrants can be accommodated
at any time.

Delays between identifying and
approving new entrants into the
market due to stringent lesting
requirements.

14.5.,5 Types of Approved Lists

a}

. Type 1: Generic Approved Lists — Indefinite validity

{H This type of approved list remains valid indefinitely, subject to the
proviso that they must be advertised every 6 months to afford new
suppllers an opportunity to be included onto the list.

(if) Although the list remains valid indefinitely, the suppliers on the list
will be subject to perladic quality testng in order to maintain thelr
nzame on the list, Should suppliers fall to meet quality standards,
thelr names may be removed from the approved list as per

paragraph 14.5.8.
Ly

This type of approved list may be framed by following one! of the

two procurement processes outlined below:

Chapter 14: Maln Procurement Mechanisins
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e

. After public Advertisement of the intention to frame an
approved list in a notice requesting all prospective suppilers
to formally apply.

. By framing an initfal approved list of suppliers based on
previous experience andfor tests carried out. The list will
nevertheless be advertised publicdly thereafter to invite new
entrants to the market,

(iv)  Testing: Bidders are entiled to a full explanation of the testing
process that was/is to ba carried out on their product. Bidders may,
upon request, be aflowed to observe the testing process carried out
by Transnet, Those Bldders who's Goods fall the relevant tests,
miust be provided with datailed reasons why their Goods failed the
tests and should be afforded an opportunity to resubmit their
Goods for testing once the necessary improvements have been
made.

o i (v)  In either of the two processes listed above, aspirant suppliers may
apply for incdusion after the approved list has been establlshed.
Such suppliers may be provisicnally incduded on the approved list
where 1t is not practical to test thefr product/sample beforehand
e.g. overhaul of trection motors; reconditioning of transformers for
electric substations, etc. Potential suppliers In this category will be
subjected to a quality chedk eg. ISO certification, previous
experience on work of 3 similar nature and complexity, quality

AR controt systems etc. Qualifying suppllers will then, subject to AC

i and CEC approval, be placed on the approved list as “aspiring

) suppliers”, When obizining bids from suppliers already appearing

on the approved list, the aspiring prospective suppliers must also

i be Invited to submit bids. If an aspiing applicant is awarded a

i contract or portion of the contract for testing purposes and

performs satisfactorily, their name must be placed on the approved

K list by following the normal approval process i.e. AC and CEO
approval must be obtained.

(M) A list of all approved lists with their respedive spedficetions,
contact detzils of technical expert, ete. must be displayed on the
notice/bulletin boards In bid Issuing offices so that potential new
entrants are made aware of its existence.

(vil} Although the generic approved list remains valid for an indefinite
period, it must be advertised every & months In order to afford new
suppliers an opportunity to ke incuded. However, such approved

- lists can be updated at any time. It Is not necessary to wait for the.
6 month Interval to Include a new name on the approved fist. After
a new entrant’s product has successfully passed the quality tests,
AC and CEQ approval must be obtained and !he Nst must be
updated accordingly.

(vii) New entrants may apply at any time for indusion on the approved
Hst. Any new applications recelved ouiside of the 6 month
advertising intervals must be dealt with immediately and not held
over until the next Advertisement.

(i)  Itis important to note that when such an approved list is wilised to
solleit bids, all approved suppliers (Induding asplring suppliers, if
applicable), must be approached and invited to submit bids. Under
no dreumstances may only certain names be selected off an

! approved list on a selective or rotational basis. Furthermore, all

PR ERY
e ;

PR

TR U,

- L e o E
T e T o P—

. -
[P

e

,‘.
C o W

4

-

- e my ame
i L
—— L P ' Py —

1 T e

—_—

F——

B

- such requests for bids must be dealt with In terms of the standard
l procedures.
!
1
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l : () Award . * business on the approved list Is subject to approval from
‘ the per: wfbody with the necessary DoA, as well as the relevant AC
" if such t ansaction falls within its jurlsdiction.
i (x) It is imi orfant to note that the names on the generic approved list
' will rer :in on the fist unless their names are removed for one or
other rz :son. ¢

b) Type 2: 1ybrid Approved Lists ~ Fixed period valldity

i Hybrid Approv d Uists are typically used fn the following drcumstances:

« Comp- Jtive market where there is a need to prequalify suppliers,
s wel as to limit the need to conlinuously evaluate large
numbd: 5 of bids .

‘ . { "Hybrid 3pproved lists” are publicy advertised and framed fora - — - -
. fixed pe od. The validity perlod of the list must be dearly stated in
) the Adv risement, as well as in the subsequent [letfer informing
\’ . success” d applicants of thelr Indusion on the Approved List.

(i The na e of the GoodsfServices will inform the declsion on
whether to make use of this type of approved llst. Typically, a
competi ve market must exist In order to use this type of approved
list. &xa 1ples of such “approved lists” are the Transnet Legal Pansl
and the Tansnet List of Approved Security Service Providers.

{fiN) Unlike © = generic approved list, no new applications for Inclusion
on the ii £ may be tonsidered dining the period that the existing st
: isin forc =

(W)  The mz ner in which the approved list is to be structured and
; implems 1ted musk be fully motivated and submiited to the relevant
{ AC for ¢ or consideration and approval by the CEOQ,

new lls: must be framed, If there Is stil a need for such an
i approve  list. Suppliers who were included on the previous
' ' appraove * st must re-apply for inclusion onto the new list, and they
} 0 must b nade aware of this when the new list is being advertised.

I 1456 Authority to fra e an approved list

: a) The fram' g of an approved list or any amendment thereto must be
; approved 1y an OD CEQ or In respect of Transnet Corperate Centre
! ("TCC™) + quirements or transversal contracts, the GCSCO, upon
recornme: Jation from the AC.

l ; 5] At the = d of the fixed period, the list must be re-advertised and a
1

] b) e AC w | be responsible for the distibution of the Ust within the

| particular :ntlity and to Group ISCM, All Approved Lists should be

! communic ted to the Governance function at Group iSCM, who will

; disbibute he list to all other ACs in the Transnet Group. Group ISCM

! will be r=. onsible for developlng a shared portal to facllitate easier

. aceess te all approved Tsts, by all Transnet entities. The division

i ! which init ited the fist will, however, be responsible for the periodic
o updating : rereof. ‘

August 2012
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t ¢  Any person or Enterprise whose application for Indusion on the
IS spproved list has been refused or whose name has been removed
3 } from the list, may make representations to the relevant CEO. Should
E tha person/Enterprise not be satisfied with an OD CEOQ's rullng, an

‘7aeal may be made to the Group Chief Supply Chain Cfflcer
{"GCSCO™ whose dedsfon shall be final. In respect of TCC, an
zppeal may be made to the GCFO whose dedision shall be final.

( 14.57 Proces:

a) The OD AC must first provide “in prindple” approval for the framing
of an approved list.

l b)Y  The Advertisement for an approved {ist must only make reference to
——— . . iha Goods/Services for which the list i5 being framed and not the. . .. .
nzmes of the approved suppliers.

H

J\): €) Al approved lists have to be advertised at least every 6 menths, by
S maans of a public notice in the appropriate media, Inviting all

‘nterested parties to submit applications for possible indusion on the

relevant approved list,

August 2012
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.' } [ T ZRA0E gia [24] = Process to frame Appraved List = i |
: 1458 Remc .2 of names from tha approved list

[} d) The name of an Enterprise may be removed from an approved
) list at any time if the Enterprise:

] } b} has been convicted of any offence under any law relating to
wages, hours of work or other conditlons of employment;

} <) fails or ceases to comply with the requirements of such
| approved list; | :
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d) continues to perform unsabsfactorily after having been
infarmed accordingly when measured on any of the following
criteria; timeliness, Quallty, price estalation and service;

) 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

l : Enterprise or person whosa name does not appear on that list;

f) otherwise acts in a manner which, in the opinlon of Transnet, 1s
construed to nullify the object of freming an approved list;

q) 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 Transnet’s List of Exduded
. Bidders;

i} has shown lite interest over a reasonable perdod to submit
quetztions when invited to do so; or

' I
P
YRS

=~ ' b)] has not been awarded any business over a reasonable pericd
due to non-compelitive prices;

Before a name s removed from an approved list, the Enterprise concerned shall be
notifled 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 net be remeved from the list.

146 TWO-STAGE BIDDING SYSTEM (RFI/RFP PROCESS)

JE 14.6.1 Principles
‘ This procurement mechanism [s appropriate under the following drecumstances as it

takes Into account the most satisfactory solution to Transnet’s specific procurement
needs:

a) where due to the nature of the Goods / Services being acquired, the suitability
I of service providers must first be determined prior to them being Invited to bid
: for the Goods [ Setvices {pre-qualification);

; b} where there Is no dear specification of requirements and it is not
! feasiblefpossible for Transnet to formulate deteiled specifications for the Goods
- of Services required; or

i ©) where Trensnet seeks first to establish the various possiblé solutions avallable in
: the market in order to determine the best solution for Transnet,
In seenarlos (8) 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 spedfic needs, It Is gitical that the spedfication not be drafted
around a particular supplier’s response to the RFL 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

@) This mechanism s used in assessing the avallability of Goods/Services where
there is no clear spedfication of requirements or where the sultability of servica
providers must first be determined prior to the undertzking of any development
work,

b) The use of this mechan'sm is appropriate where there are various possible
means of meeting the need.

¢) The RFI process is ideally suited to projects Invelving research, development,
studles 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 precess can be utilised to determine the avallability of Goods and
different suppilers’ specifiatfons In order for Transnet to draft its own
spedfications in such a way that accommodates as many potential suppliers as
possible that are able to provide a product of acceptabla quality.

¢) To obtain Expressions of Interest (EQT) from the market before stage 2 of the
bwo-stage bidding process Is embarked upon.

14.6.3 Advantages & disadvantages of the two-stage bidding process

. Altcws Transnet to obtain an . The two stage bldding process Is a
indication of what Is available in the tme consuming process
market before approaching the » Thereis a risk of possible

market with a firm invitation to bid,

+ Allows Transnet to draft a clear
specification when it approached the
market

infringement of IP

146.4 Process
A two stage bidding process Involves the following steps:
a) Stage 1 (RFIstage):

(I) Prospective Bidders are invited to submit thelr proposals via an open RFI
after approval to approach the market has been obtained,

(i) The evaluation criteria in the first stage may Indude diteria such as
technical, Quality, contractual terms, condifions of supply and the
professional and technical competence of the suppliers. Transnet may wish
to request rough costing estimates during this first stage Hawever, price
would typically not be requested at this stage.

{iil) The RFI must dearly indicate Transnet’s intention during the second stage of
the process: Le, whether;

+ suppliers will be subjected to pre-qualification criterdla and be shert
listed in order to proceed to the second stage;

e Transnet will Issue an Open Bid based on the responises and
spedfications received in the first stage; or

s Transnet will approach cne or a shortfist of Bidders based on the |
responses and specifications recelved in the first stage, i

({iv) The RFls received must be evaluated in terms of pre-determined criteria
which have been made zvailable to all contenders in the RFI,

Chagter 142 Maln Procurement Mecherisms Page 98 of 202
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(v) A recommendation is made to the AC or relevant authority regardi | the
outcome of the first stage, and the eligibility of the bidders to partic!. e in
the second stage,

(Vi) AC agreement with the recommendation effectively authorises the = cond
stage of the process.

b} Stage 2 (RFP stage)

(I} Deperding on the opton exercised In stage 1, Transnet may either Is. & an
Open Bid or limit the second stage to only one or a shortlist of Bidd- s, as
approved by the AC.

(i} Bidders are invited to bid In the normal manner.

ey
i

-~

g e

{iif} The bids are evaluated and awarded In the norma!l manner.
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r ] CHAPTER 15 : SPECIAL CASES

[
'

*1 CONFINEMENTS

e 15.1.1 Definition

A Confinement 1s a mechanlsm where permission is sought from © 2 person with the
appropriate  Delegation of Authority to ™“confine” enguii2s for required
Goods/Services to one or & limited number of Bidders.

A Confinement Is a departure from the norm of an open, competi: /e bidding process
and as such must be treated with great droumspection. The mis. e of confinements
. has the potentiat to entrench monopolies and as such Is at odds v th the Imperatives
_&] of the New Growth Path. The NGP seeks to encourage open ¢ mpetition and the
i introduction of new entrants into the market, particuarly the 2 from previously
disadvartaged communities,

} It is important to note that confinements only apply to transactior ; over R2m. These
rules therefore do not apply to transactions falling below R2m. Tr : quotation system
} applies to such transactiens regardiess of the number of quotatio- 5 the buyer Is able
o obtzin.

15.1.2 Grounds

Confinements will only be considered under the following drcur: 2nces:

i be attributable to a lack of proper planning, In such case appropriate action

: ,! 7, a) where a genuing unforeseeable urgency has arisen. Such 1gency should not
}) must be taken agalnst the Individual(s) responsible for the | 1d planning.

: b) the Goods/Services are only obtalnable from cnefiimited r .mber of suppllers,

For Instance, patented/proprietary Goods or CEM spare. and components.
Operating divisions are however required to provide evider: 2 that these are no
j new entrants to the market who could also be approached;

c) for reasons of standardisation or compatibillty with ¢ isting Goeds and
Services, A case must be made that deviatlon from e sting standardized
Goods or Services wilf cause major operational disruption. | " not, confinements
based on *standardisation” will not be consldered; or

;'d) when the Goods or Services being procured are highly sp: :lailziéd and largely

j ldentical to those previgusly executed by that supplier z1d it Is not in the
, } interast of the public or the organization to soliclt other ffers, as It would

Chapt: 157 Spedat Cases Page 100 of 202
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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
that ali pre-requisites must be satisfled: The Goods or Services must be highly
specialised, almost Identical o previous work done and approaching the
market again would result in wasted money and time.

15.1.3 Types of confinements

be applicable:-

a) The normal Confinement, route:
» prior authority to confine must be obtained from the person wlth the relevant
delegation;
» blds will dose at the relevant AC (relevant AC to be indicated In the”
submission for approval); and

)

; { Depending on the circumstances one of the following two Confinement routes will
]W + the relevant AC will consider the award of business.
A

l IV b) Corfine and award which is only to be used in Gases where there Is a sole
: } suppller and/or cases of extrema urgency:

I . - = prior autherity to confing and award nust be obtained;

« the submission to the person with Delegated Powers must fully motivate the
¥ reason for the urgency and provide an Indicative / benchmark prica;

I ¥, = Dids will close at the relevant AC (relevant AC to be indiceted in the

submission for approval);

! s the business will be awarded by the person with the delegation to the
: 2 relevant Bidder provided that the final price Is within the benchmark as

I intially approved by the person with the delegation to zpprove the
H Confinement; and

l . « the AC must be Informed after award.

:' { 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;
() BADC — up to but not exceeding R1 000 milllon; and
(iii) The Board — exceeding R1 000 million.

15.1.5 Process

a) The submission for Confinement must be fully motivated ln writing by the end-
i user and the OD CPC to the 0D's main AC and the OD's CEO for arlor written
support of the recommendation to confine. It is important to properly motivate
. submfsslcms taking Into acrount all relevant factors, Poorly motivated
) . subtnissions will be referred back to the OD concemed for re-motivation, The
submission should be submitted on the relevant template under cover of a
} memo to the GCE,

Chapter 15; Speclal Cases Page 101 of 202
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©

] b) Only If the reasons advanced fc the proposed Confinemant are supported and
‘ considered fo be In the best ir2rest of Transnet, should the Confinement of

business to one or more contenc s be escalated to Group.

€) The Confinement request must " 2 consldered by the Transnet GCSCO and the
Group CFO each of whom sh-1 Indicate whether or not they support the
request,

for final approval depending on t & value of the transaction.

‘2l

S

= =3 “

, c d) The matter must then be submit 2d to the GCE, the BADC or to the Board itself

L L A Figlire [26] — Ths onfineinent procéssi: .

Should it be decided to divide the tot: requirement of a Confinement between more
than one Bidder, the total value of th= business and not the Individual contracts shall
determine the level of approval re ulred for the Confinement. Only after the
necessary approval has been obirinec may the individual contrads be signed by the

\
. } 15.1.6 Confinement divided between i sre than one Bidder
} Manager with the necessary delegatec contractual powers.
)

15.1.7 Amendment to contracts award: 1 via Confinement

. ),»"' ke a) Where a Materlal Amendment (i 2. the price, duration or stope is Increased by
more than 10%) to a contra:: awardad via Confinement is required, the
rmatter must be sent to the rel: /ank AC for support. The AC must submit the
amendment to the original app. wer of the Confinement for prior approval of
the amendment. The same pri dple applies where the cimitative value of
amendments equals or exceeds 0% of the originel centradt value.

b) Where an amendment Increas: ; the pﬂce; duration or scope by less than
10%, this should be submitted ¢ the AC for approval,

reaching a higher approval le. 4, the matter must be sent to the orlginal
approver for review and recomr 2ndation. Approval must then be sought from

] the person with the delegated :uthority to approve the higher value of the
Confinerent.
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152 EMERGENCY PROCEDURE
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5 15,2,1 Definition

,]j a) The following drcumstances would normally be regarded as sufficient grounds
I~ for invaking the emerg ancy procedure i.e. a situation has arisen where there is
I \;—_.Ji_{j" § an imminent risk of:

! } « human injury or death;

l « human suffering;

- « serious business disruption that could not have been reasonably fcreseen,

: ) = Interruption of essent:al services;

l i » serious damage to property or financial loss;

i l » suffering or death of livestock or other animals; or

I i » serious environmentzi damage or degradabion.

b) The concept of an "emzrgency” must be applied restrictively and should not be
used as an excuse for bad planning. As such, in order to qualify for the
emergency procedure:

« the drecumstances giving rise to the emergency must not have been
foreseeable;

» engaging in bidding procedures or any other methods of procurement would
be impractica!; and

= the ocourence requirs immediate action.

An emsrgency should not tz attributable to a lack of proper planning. In such

instances appropriate actlon must be taken agalnst the individual(s) responsitie for
the bad dlanning.

15,2.2 Process to institute the emergency process

a) The end-user requess authority from the person with the necessary
delegation of authority to institute the emergency proturement procedure. If
possible, the end user must notify procurement of the emergency requirement
telephonically followed 4y email.

b) The duly authorised Manager to invoke the emergency process will consider
the request and decide on whether to grant such authority, Hefshe 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.

Chapter 15: Spedal Cases
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¢} Procurement will invite a Bid(s) from a supplier(s) best able to deal with the
emergency immediately. Altematively, if the emergency owurs afer office
hours or it Is not possible to contect procurement, the end user, after having
received the requirad approval as per sub-paragraph () above, may lnvite the
Bid/s directdy from suppllers and/or issue instructions to commence the woik.

—_1

d} Retrospective autherity must be obtained as soon as possible thereafter.
15.2.3 Retrospectiva authority for the emergency procedure

a) The person who has the delegated authority to retrospectively asprove the
transaction, must be approached for retrospective authority for the
emergency. This parson, who Is different from the person authorlsed to
institute the emerpency process, must consider the motivation and provide

.- retrospective authority if the ememency is validated. Please see altached
Appendix F for the Matrix for Approval of Emergency Procedures.

NB: Each Entity is responsible for developing s own Emergency Procedural
Manual, covering all the relevant disciplines in the entity, and assigninig specific
persons and value thresholds, for the different roles (l.e. to institute {invoke)
and to retrospectively approve). Note that the AC may alsc be ulilised to
refrospeciively approve the emergency procedure.

S TR T SR e
it e A —— L i

9;

F o
| P

—

;r-} b} Retrospective authority must be sought using the stendard template.
[

¢) Al emergency precedure purchases, irrespedtive of the value, must then be
submitted to the AC for information purposes.

d) The concapt of retrospectlve authority applies only In the context of
emergendes and dees not apply to the condonation process.

e) If an emergency procedure is followed corredtly, condonation is not required.
It is also important to note that a correctly followed emergency procedure also
falls outside the ambit of the Confinement process.

Wieamrn w’-i' "M"'J-'L‘ Tl s
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| {i} . 153 HIGH VALUE TENDER PROCESS (HVTP)

X Th&Hi‘n_ﬂalueTq}dsfmcesg(gyjP) %‘_ﬂ? tra
f s ; fendeET a0 dﬁftd 'Iﬁdepehﬁen’l Sehifing

‘_h"u prngl Sl

15.3.1 Principles

_ a} ‘The HVTP applies to all transactons feling within the High Value Tender
‘ j threshold. The HVTP offers an o;fportunlty for peer review, guidance, advice
B and the sharing of good practice and experience, The HVYTP subjects all high
velue bids to Indepandent scruliny ang walidaton - of all commercial,
. } centractual, process and govemance aspects of the bid process.
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by The process enables Supply Chain to detect any shortcomings : t key gateways

and to meke appropriate corrections. This further reduces Tr nsnet’s risk on
larger value acquisifions as any Inefficiendes are addressed b+ ‘ore any award
of business Is made.

The gateways that are reviewable in the process are as follows:

15.3.2 The HVT Process

The following steps must be followed for any transactions falling /thin the High
Value Tender threshold:

Entitles must contact and [nvolve 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- Entides during
each phase of the process as follows:

Review the demand and business cases,

Review the RFX document for accuracy and corractness | 2fore going to
market

Assess the adequacy of the procurement proposed mech. lsm used le.
RFP/RFI{Confinement and determine If governance is be' g followed by
ensuring that the approvat process has been complied with.

Ensure that in all high value bids, a CFST cont@ins at : ast Technical,
Finandal, Operational and Legal Support.

Advise on the scoring methodology and governance Issye: related to the
evaluation process.

Advige the teams during the evaluation process on all bids;

Advise and support teams during the moderaton process .7 scores on all
bids; ‘

Review AC documents for accuracy and comectneass.

Advise teams during the negotlation process and 2ls  determine if
govemance processes have been followed.

Advise teams durin:g the contracting process and alsi determine If
govemance pracesses have been fallowed.
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During each gateway review the HVT team will rise questions andfor
concerns. The teams may not continue with the pmcess untit all the HVT
team's concerns have been addrassed.

. The HVT team must report signifiant 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 detzlled description of the HVTP and associated templates can be found on the
{9CM Transnet Intranet

1

-
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154 UNSOLICITED BIDS
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An Unsolicited Bid Is an offer unilaterally submitted by a potential supplier of its own
accord and received by Transnet cutside of its normal procurement process.

1
; {l Transnet does not encourage the consideration of Unsolicited Bids. Furthenmore,
Transnet Is not obliged to accept Unsolicited Blds.

1
]

: { 15.4.2 Risks
} There are a number of risks refated to the consideration of Unsollcited Bids:

{ )‘)_g_&f’ a) It potentially undermines falr and competitive bidding processes.
b} Ttcan resultin purchasing Goodsfsérvices ak higher than market-related prices.
c) Transnet runs the risk of belng accused of Infringing on the Unsolicited Bidder's

i intellectual property if tt uses the concepts used In the Unsolicited 8ld to approach
: the market.

- d) There is also danger that an Unsoliclted 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 mwsideration of unsolicited bids®

. 5 This section Is largely based on the Municipal Ffinance Managernent Act Regulations and National
: } Treasury’s Practice Note 11 of 2008/2009 on Unsolicited Proposals

Chapter 15: Spedal Cases Page 106 cf 202
August 2012

. ; =0Oorma: procuseme
l ' } 15.4.1 Definition

OO!-0365-0001-0156 -



- -

[EOPREUA.

—

—

L W,

—

e et

i

0(!7-0365-0001-0157

TRANSNET-REF-BUNDLE-00685

FOR INTERNAL USE ONLY PROCUREMENT PROCEDURES MANUAL

Transnet may only consider an Unsolicited Bid If the fellowlng requirements are met:

a) the produdt or service offered is a demonstrably or proven unique and innovatlve
concept;

b) a need for the sepvice or proedud has been established;

¢) the product or service will be exceptionzlly beneficial to Transnet or have
exceptionat cost advantages for Transnet;

d) the Bidder is the sole suppller of the service er preduct; and

&) the reasons for not using one of the normal bidding processes have to bhe found to
be sound by the person with the necessary delegation of suthority.

154.4 Unacceptable unsolicited bids
Transnet must reject an Unsdlicited Bid if the Bld:
a} relates to kpown Institutional requirements which can, within reasonable and
practiczbie limits, be acquired by conventional competitive bidding methods;
b} relates to goods or services which are generally available; or

c} daes not comply substantally with the requirements of paragraph 15.4.3 above.

15.4.5 Rejection of unsolicted bids

Should Transnet dedide to reject an Unsolidted Bid, the following steps must be
followed:

2) The Bidder must be notified of the decisfon;

b) Al documents recelved in the Unsollcited Bid must be returned to the Bldder;
and

) Transnet must ensure that it does not make use of any intellectual property or
data that was contalned In the Unsolicited Bid.

15,4.6 Process for consideration of unsolicited bids

a) The Unsolldted Bid must be considered by an evaluation team. The minutes of
the evaluation meeting must be recorded.

b) The evaluation tearn 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 E;he award.

d) All ceples of Unsolicited Bids, records of discussions, records of deliberations and
coples of correspondence relating to it, will be kegt by the procurement offidal
wrlm led the process, and the AC secretary for record purposes.

|
15.4.7 Information to accompany the recommendation for award of the

unsolicited Bid

Chapter 15 Spedial Cases Paga 107 of 202
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I The following Information must be contained in the recommendation:
3) A detailed description of the goods or services;
I b) A detailed description of benefits Transnet is to derive from the envisaged
acquisttion;
Cc}  Thecosts aséodated with the acquisition of tha service or product;
I d}  The valldity period of the Unscliclted Bid;

2}  Proof of certification that the Bid was submitted by the person who helds the
inteffectual property rights in the goeds or service; and

f)  Certification by the evaluation team that there are no other suppllers who can
provide the goods or services.

155 CONTRACT CONSOLIDATION

f,.'
W

zre:more han;ong-Enti

AR

e-bf'di

15.5.1 Principles

Consolidation of existing contracts is potentlally problematic from a governance and
operational perspective. For this reason, Transnet must endeavour to apprbach the
market with 3 consolidated demand signal dearly outlined in a single RFP, rather
than having each Entity approach the market In a plecemeal fashion and thereafter
P seeldng to consciidate a number of different contracts. Therefore, when an Entity
! . identfies the need to acquire gocds/services that are common to more than one

; entity, it [s Imperative that thay first ascertaln whether it is feasible and
advantageous to approach the market with the consolideted requirements of all

I Entities that require the goods f services.

! Transnet can gain significanty from consolidating its demand. Due to economies of
scale, it will be in a better position to negotiate price and contractita advantages. In
addition, it will lessen the administrative burden on Transnet to manage a multipticty
l of contracts.

15.5.2 Triggers for consolidation

One of the following circumstancas should trigger the need for consolidation of
existing confracts:

@) The same commodities or categories of commodities are belng purchased by
| more than one entity from the same suppller but with diffenng prices and
‘ contrack terms. For example:

Chapter 15! Speclal Cases . Page 108 of 202
August 2012
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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 v

more than one entity from different suppliers with differing prices and contrz ¢
terms. For exarnple°

10 per bottl o
R10Q per bottle ABC {Pty) Lid
8 per bottl

Oi-‘ R&p ¢ Fountain Fresh
‘] T (Pty] Ltd
: R6 per bottle

Cool Spring {Pty)

;} Ltd
‘ Supply of bottled water
} C¢) The same commodities are being purchased by one OD from the same .r
i

different suppliers, with significant price variations. For example:

R10 per botile

T R8 per hoitle
;__"- & ABC (Pty) Ltd

T RS per bottle
R

B l v
I ')’ LT )

Supply of bottled water

-

‘The following factors need o be considered when consoﬂdatlng‘ existing contradts:

a) The probable Increase in volumes required from the preferred supplie ;
(expressed In %)} if contracts were to be consolidated,

i 155.3 Factors te consider when consolidating
} b) Whether the existing contracts allow volume changes, and what the contre -

terms and condiions regarding volume changes are; -

, Thapter 15: Spedal Cases Page 103 of 2¢
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~d

Other key contractual differences (e.g. spedficatlions, delivery, pa. nents,
volume discounts etc.);

e Whether the contracts allow for cancellation *without cause”;
f  The expiry dates of the various contracts;
¢ The cost of termination (penalty for breach); and

1

g
Pttt —d p———

(e

f. Current contract management and monitoring.

2

T. & merits of each case should be evaluated based on the factors above in ¢ der to
¢ termine the feasibility of consoilidation. Once the feasibility of c nbract
: ¢ nsolfidaticn has been determined, a decision will be made on whetf er to
: r: 1egotiate one of the existing conbracts or issue a new bid,

Vet

: T e cost of termination of existing contracts must be calculated and then w ighed

i & alnst potential benefits of consolidation in terms of cost and Quality. Itis im: atant
r o t. note that existing contract periods must be adhered to where finandially iable.

; By F ying high penalties due to the anceliation of existing contracts shouid be z oided

@ faras possible.

V¢ tere it Is dear that there Is no finandal benefit for Transnet to renegoti- e the
e. 'sing contracts then the process to be followed would be to issue a new id for
ti 2 consolldated spend, when the existing contract(s} terminate.

15.5.4 )edding on which contract to consolidate

C ¢= 3 decision has been made b consolldate, the next Issue is to determine which
¢ tract Is the most favourable for consolldation. In arriving at this dedsic», the
fc ‘owing factors must be considered;

a  Identify the contract that entalls the biggest spend or usags;
b’ The OD andfor reglon contributing the largest volume;
¢ Whether one supplier can meet all Transnet’s requirements;

d.  The perception regarding pctential marlket challenges (type of commod ¢ and
potential suppliers);

The competitive landscape of these Goods and Services; and

f}  New suppliers In the market,

15.3.5 ‘rocess for consolidation of a number of existing contracts

a’ Where It Is considered feasible to consclidate spend to one of the e isting
contracts, all other contracts must be terminated. The most favourable ¢ isting
confract would be Increased to Incdude other Transnet Entities’ requir: nents
after negotiation, The Trensnet Entity originally managing that contract - 4l be
responsible to Inltiate the approval process for the Inarease of contract va! 2,

b, Where the increase In value Is below 10% of the original contract val. 3, the
matter must be submitted to the relevant Entity AC for noting.

¢} If the Increase in contract valua Is above 10%, the matter must be submi: ed to
} the relevant Transnet Entity’s AC for approval.
Chapter 15: Special ses Page 115 2f202
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' d) Once the relevant Transnet Entity bas approved the increase, the matter must
r bs submitted to the other Transnet Entities’ ACs for information,

e) Where consolidation would result In a substanfial increase in the scope and
) value of the contract (more than 50% of the criginal estimated contract value as

M appraved by the AC), it would be peremptory to embark upon a new bid process
for the consolidated spend.

9 ’ f) Indusion of entities Into the consolidated contract may be on a steggered basis.
P For example, where a current Transnet Entity’s contract explres 3 months after
: the consolidated contract commences, that contract can be allowed to run its
' full period. Thereafter, the entity will be induded in the new transversal
agreement, with a sliding-scale volume discount structure being coupled to the
pricing.

g) Conbract “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 obtein their estimated requirements befarehand for
Incfusien in the consolidated RFX document.

h) Note that the process to ba followed for the normal ingease 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
l Transnet Entity has concluded for specific goods/services, and which another

entity would like to utillse for their requirements,

b) The Transnet Entity who wishes to “piagyback” off an existing contract should
obtain prior approval from the AC of the Transnet Entity that condluded the
contract. Once approva! from that AC Is obtained, the suppller should be
approached to Indicate whather hefshe Is able to meet the intreased volume as
well a5 any price discounts that may be offered.

matter must be re-submitted to the refevant AC for noting, IF the Increase in
confract value Is abave 1G%, the matter must be re-submitted to the relevant
Entity AC for final approval.

d) Once the relevant Enbity has approved the ingease, thé matter must be
submitted to the other ACs of Entitles who want to make use of this contract for

N JJ‘::)':’{";‘ £) Where the Increasa in value is below 10% of the original contract valug, the
l information.

! e} The respective Transnet Entties must make satisfactory amengements between
1 themselves regarding the apportionment or recovery of costs for goods /
} services, if applicable. :

f) Where consolldation would result in a substantial increase in the scope and
¢ _ value of the contract (more than 509%), it would be prudent to embark upon a
} new bid process for the consolidated spend.

155 ACQUISITIONS ASSOCIATED WITH INCOME GENERATING CONTRACTS
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15.6,1 Although income genersting contracts are in prindple excduded from this

15.6.2

15.6.3

15.6.4

15.6.5

15.6.6

15.6.7

C apter 15: Speciat Cases

2 gust 2012

Procurement Procedure Manual, all assoclated 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.

For exampie, TFR negobates an income generating contract to trensport 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 Bxco or even Transnet Board
of Directors, It would fall outside the scope of the PPM and AC approval would not
be necessary.

However, if TFR needs to purchase 2 additfonal jocomotives and 62 rail tank
wagons to provide this Service (fulfil the contract); such assodated expenditure /
procurement contracts would fall within the ambit of the PPM and would alsa
require AC approval,

The only exception to this rule would be In drcumstances where a Transnet
Division or Spedalist 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 instences Transnet would need to prepare Its bid for the income
generating contract taldng Into conslderation any goods/services that it would need
to acqulre In order to respond to the bid. The fimited time available to respond to
such bid Invitation would not allow the Transnet Divislon or Specialist Unit to invite
bids In the normal manner for goods/services required,

In such cases, irrespective of the monetary value of such bransaction(s}), the CEQ,
BADC or the Board may authorise such “confined” requests for bids from potentdal
suppllers and/for approve the selecion of possible joint  venture
partnersfsubcontractors, ete,, without AC approval, provided that the matter(s) be
veportad for the AC's information 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.

Such transaction(s) need not be submltted for approval agaln, should the Transnet
Entity be selected as the Successful Bldder, as thls could lead to delays in the
excecution of such external income genersting conbract.

On completion of the project, the AC should be informed of the outcome in detail,
e.g. how the selected subcontractors/IV Partners performed, whether the project
was completed on time, what [ncome was derived from the Income generating
contract after all outsourced parts have been accounted for, ete,
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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 subszquent contract, Documents must therefore dearly and precsely spell out
all relevent aspects of the bid such as the work o be carried out, the goods to be supplied,
the place of dellvery or installation, the schedule for delivery or completion, minlmum
performance requlrements and the warrenty and malintenance requirements.

Accordingly, such documentation should be legally and technically sound and should assign

risk in an apprepriate manner. The bld documents must provide Bidders with dear and
comprehensive information necessary to enable them to submit responsive bids. The
spedfications, inrduding the evaluation criteria and welghings, must be determined upfront

as indicated in Chapter 13 above (Defermining Evaluation Criteria), as blds may only be
evaluated according to the criteria stipulated In the bid documentatien. 8id documents must

be drafted with care and predsion so as to reduce the risk of legal challenge by unsuccessful — -~ -
bidders and avoid unintended consequences.

e e

B T e T

ey

T

Gl g 162  EVALUATION CRITERIA IN BID DOCUMENTS
}' 1 The bid documents must make It clear that, Swhere applicable, Bidders will be assessed in
b two stages:
16.2.1 STAGE1

-y
PR

a) Test for administrative responsiveness

Inform Bldders of the minimum requirements for responsiveness, and the
consequences of not being responsive,

|

.- nree
et e

b) Test for substantive responsiveness {Prequalification criteria)
Indicate Prequalification Criteria, if any.

c) Threshold

() Indicate that thera are thresholds that have to be met before a Bidder can
proceed to further evaluaton in. the following order: Local
Content/Production threshold if applicable, SD/B-BBEE threshold and
Functionality (Quality) threshold,

(i) State what these thresholds are, as well as the minimum score that has to
be met to pass the threshold. |

(i) 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
rght to lower the threshold by @ certaln pre-determined percentage. This
must be clearly spedfied in the RFP, provided it is In Transnet’s hest
interests to do so and there is concurrence between the end user and the
CPO.

{fv) Kindly note that since the LC thresholds are !aig down in terms of
tegislation, the fowering of such minimum threshalds as determined by the

DTI Is not allawed, and bidders who fall to meet the lald down minimum
threshiolds for LC, will be disqualified.

—N .

'3
=
w7

e —————aee T
-

[

F=oet ey

. ® This Is the defaut pasition but will not necessarily be applicable In all instances, e.g. low value transections or
X ‘] approved list purchases whera the quality of the product has already been pre-approved,

Chaptar 16: Bid Preparation Page 114 of 202
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g 16,22 STAGE2

a) Eva'uation criteria

The RFP must spedfy alf the evaluation criteria which will ba taken Into account
in = ahiating the bid and how such criterla will be evaluated. The weighting of
eacr oiterion must also be disclosed in the RFP document. Typically ihls woulg
Inch.de the following;

!
r( . (i) Cuality

{ Juality is normally Induded only as a threshold in Phase 1. However, where
{uality is of citical importance, it may be included as an evaluation aiterion
¢ 3ain in Phase 2}

i - Iidude Quality criteria as discussed In Chapter 13 (Defermining Evaluaiion
uvrteria). If intenviews, presentations or site vislts are required In arder to— =~
z3sess Quality, this should be stated in the RFP, The spedfic purpose and
~utcomes of the interviews, presentations or site visits and the assoclated

=20ring should also be indluded.

' } (i) + rice
- “he foIiowfng issues are frequently included in price to assess TCO:
) +  Installation costs
l +  Warranties
- »  Service and maintenance ¢osts
} } +  Operating supplies
l «  Storage costs
’ } «  Commercial discounts
< Incoterms
l } +  Price adjustment conditions

Exchange rate fluctuations

't Is necessary to provide Bidders with a comprehensive priding schedule to
r I ‘ :nable proper and uniform submission from Bidders and to enable a uniform
' -pproach to evaluation.

DU |
R ' (i) Supplier development

i The SD aiteda that were developed during the planning phase should be
incorporated In the bid document. These typlcally include a combination of
the following:

: « Industialisation

i = Capahllity and capadity building

» Technology transfer/ sustainabillty

» Skills development

« Job aeationf preservation

» Small business promotion

» Rural developmentjuplll’tmejnt and reglonal integration

Chapter 16: Eld Praparation Page 115 of 202
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16.2.0

163 0

16.3.:

(iv) Preference (B-BBEE)

The preference oiterla that were developed during the planning phase
should be incorporated in the bid document. Thesa typically indude a

combination of the following:
. Standard B-BBEE criteria, as per B-BBEE scorecard;
. Minimum B-BBEE threshalds;
. Further Recognition Criteria (Current)
o Ownership;
o Management control;
o Employment equity;
. Further Recognition Criterfa {Future)
o Ownership;
o Management control;
o Employment equity;
o preferentlzl Procuremnent; and
o Enterprise development,

These could differ on a case-by-case basis depending on the specific
market, and what Transnret’s expectations and objectives for that particular
market are.

(v) Financial stability (if applicable - see paragraph 13.2.6)

This will be evaluated using ratlos based on Bidders’ audited financlal
statements.

Alternative Bids

The RFP should indicate cearly If Altemative Bids would be accepted. If Alternative
Blds are acrepteble, the RFP must state that an Alternative Bid will only be
considered If a Bidder also submits a main offer strictly in accordance with 2l 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 Altemative Bld thatIs propesed.

In Instances where the RFP did not invite altermative bids, altermative bids will as a
general rule not be considered, as that could prejudice bidders who did not provide
glternative blds and also on the basls that the RFP did not state cleady that
altemative blds will also be considered. The CFST therefore has to consider this
aspect carefully when preparing the bid documents.

IMEFRAMES

Submisslon of Bids

Suppliers should have suffident time to prepare and submit Bids. Below are
guidelines to determine the minimurm timeframes:

Y
3) Off-the-shelf type of purchases: a minimum of two weeks should be
allowed, if possible. '

b) More complex bids quch as construction works which Involve quantity
surveying, national bids, etc): a minimum of 3 weeks should be allowed.

£) When international responses are anticipated, more than 3 weeks should
be allocated to ensure a sufficlent response.

Chapter 16: Bid - -eparation Page 116 of 202
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.34 VALIDITY PERIOD

The validity perlod must allow ample ime for the evaluation, drafting of the recommendation
and approval by all the necessary govemning structures for each bld. Unless dreumstances
require a longer or shorter period, bid documents must state that the Bids must hold good
for at least 30 days from the dosing date.

35  ESSENTIAL REQUIREMENTS IN BID DOCUMENT-

PROCUREMENT PROCEDURES MANUAL

The standard RFX ternplate, avallable on the iISCM Transnét int:anet,'must ba used when
Goods and Services are procured.

16.5.1 Inciusions

When preparing the bid documentation based on the standard RFP template, the
following miust be considered:

a) Name and address of the Transnet Entity/les procurng the goods/services.

b) Manner and place for the submisslon of proposals.

¢) Deadline for submission of proposals.

d) Validity period of submitted Blds.

e) Bld reference number (see paraqraph 17.1.1).

f) Instructions for preparing Bids.

g) Consecutively indexed and numbered pages of the bid documents in order that
both Bldder and contract administrator can easily check the completencss of the
bid document.

h) The rules governing communication between the Bidder and Transnet during the
bidding process.

[} The name and contact details of the Transnet employee who Is authorised to
communicate directly with and to receive communications directly from suppllers
in connection with the bid invitetion, incduding darifications 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,

1) 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,

0} An indication of whether or not suppllers are permitted to submit proposals for
only & portion of the goods/services to be precured and if so, a description of
the portion(s) for which such propesals may be submitted. Bid documents must
be spedific as in certain Instances Transnet may require that the whole contract
be completed by the same contractor in order to establish responsibility.

p) Bid documentsfmust stata that Transnet reserves the right to accept a complete
Bid, even If it is not the lowest, provided It Is In the best interast of Transnet.

q} Whether the process may involve negotiations.
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} r) Anticdpated date(s) for starting delivery andfor completion of delivery of the
i Goods/Services.

] s) Conditions regarding shlppfng, if applicable.

- t) Currency and the manmer In which the proposal price is to be formufated or

expressed,

A notica to Bidders that Blds must ba submitted by the Bidder in a sealed
envelope, The envelope must indicata the bidder’s name, 2 contact person and
details, the bid number, the subject and dosing date, ime and venue so that
there is no need to open the document and risk the possibility of prices being
leaked.

Terms of payment.

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 prica has been included elsewhere in the price list, this .. . .

must be indicated, After Bids have been opened, Bidders may not supplement
thelr original offer if It was incomplete.

A list of the required refurnable documents, e.n. tax clearance certificates,
industry-spedfic certifiates, etc. The list should indicate clearly which
returnable documents must be submitted by the dosing date, falling which
bidders will be eliminated.

Bid documentztion must state that Transnet shall not be obliged to accept the
lowest, any bid or an alternative bid,

Bid dooumentation must stipulate that disputes regarding the bidding process
must be settled by the Procurement Ombudsman.

aa) A space on each page where the Bidder has to append his slgnature 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 inspecton/tender briefing session,

16.5.2 A CD containing pricing spreadsheets may be reguested in order to simplify the
copying of information for comparison purposes. This CD should be supplementary
and should conizin no informatan that is not in the hard copy of the Bid
subrmission,

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 selecton of a preferred bidder/s,
In particular, Transnet reserves the right to; .

modify the RFP's goods/services or other terms and conditions and request
respondents to re-bld on any changes;

reject any proposal which does not conform to the defalled Instructions and
spedifications;

disqualify proposals submitted after the stated submission deadling;
not necessarily accept the lowest priced proposal;
rejéct all proposals, if it so decides; |

award a contrect In connection with the RFP at any time after the RFP's dosing
date;
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1]
il 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

iy make no award of a contract.

Bidders who submit Blds subject to certain qualifications which are in conflict with
certaln bid conditions must ba advised to withdraw such qualification, failing which

i

— 23

P e
g S

oy e

the Bid may be disqualified.

16.5.4 Transnet's standard terms and conditions of contract

When Issulng any RFP, Transnets standard terms and condiions must be used,

. Please note that a standard contract template has been prepared for Market Demand

Strategy related projects. For any additional terms and condidons, a schedula
detailing these must be added to the stendard terms and conditions. The reason for

this Is that the terms and conditions that accompany the RFP document will become
the terms and conditfons of any master agreement that is concluded with a supplier -~ --
in termns of the RFP.

P e e e
1.

16.6 SIGN-OFF OF BID DOCUMENTATION AND GO-TO-MARKET STRATEGY

= Once the bid documentation has been compiled, the bid decument must be reviewed
and signed off as corect by the CPO or person to whom the power has been
delegated, as a guality conbol measure. Onee this sign-off has been obtzined the
madia advert must be approved by Group Commurications 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)

.‘

Receint and safeguarding of bids

Amendriants and commumication after dosing date

+

Figura [28}~ Four phases of bid administration . .0 . "0 0
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17.1  PHASE 1;ISSUE OF BIDS

17.1.1 Bid reference numbers and short descriptions

At this staga in the process, the RFX document, the evaluation criteria and
welghtings, tha evaluation methodology, as well as the golng to market, strategy has
already been signed off by the person or governance structure with the appropriate
CoA.

Prior to advertising, each RFX must be Issued with a business-unique consecutive
number, The issulng of RFX numbers must be controfled by a responsible person.
The RFX number must. clearly indicate the following:

" whether it wes an Open Bid or 2 quotztion; e.g. RFX No, Quatation No, or

Approved List No.; :
the entity which issued the bid;

In the case of a CIDB bid, allocated a prefix to the bld number to Indicate that it Is
a CIDB-bid;

a spedfic digit/character can be allocated to indicate whether a bid will closa at
the AC or af Reglonal/depot level e.g. BID NO: TPT/CT/11/01/138/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 Al notices and adverts to be Issued in the name of Transnet SOC Ltd

All documentztion relating to bids shall be Issued in the name of Transnet SOC Lid
and shall be published (advertised) In the Republic of South Africa,(nationally andfor
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regionally), and abroad if necessary. The name of the relevant OD requiting the
service shall be dearly indicated, e.g. Transnet Frelght 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 legat document must, reflect the reglstered company name l.e.
the legal persona of the company which will be contracted with.

17.1.3 Importantinformation to be included in notices and Advertisements

The format of the Advertisement is informed by Group Communications guldelines.
This format must be used for all Advertisements, and can be obtgined on the
Transnet Intanet.

The advert should be as short as possible but nevertheless should contzin all relevant
information, Notices and Advertisements calling for Bids must inciude the followlng
infermation pertaining to the collection and lodging of bid documents:

»  RFX number;
o 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;

L + dosing date and time for submission of the bid docurment;
i
n a  place where Bids must be lodged;

BN W NN WE
=3

(B
r“-r«-f-— Ca B e ) —n—'-m’ :—u—q--3 - -}
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infarmatlon pertaining to site inspecions or pre-bid briefing sessions;

) ¢«  contact person’s business address, telephone/fax number and email 2ddress;
i. and
' - =  details of Transnict's fraud line.
!
I 1 } 17.1.4 Bid document fees
r a) A Manager with the necessary Delegated Authority for a particular contract may
! } dedde, at hisfher own disaetion, that 2 non-refundable fee be charged to
! Bidders for bid documents. This fee must only reflect the administrative: costs of
= preparing and issuing the bid dociments, 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
b companies may be wunfairy exduded from the process due o the prohibitve
ﬁ ] St .costs of the bld documents. )
’j & The following quidelines (though not prescriptive) may be used at the discretion
I 3 : of the Manager, to detenmine 3 fee for bid documents:
L}
i A e T e e T e e-‘--s* =1
l L <R2million no charge
ij RZmillicn to <RS million R250
! RSmilllen te <R10 million R500
1 R10million to <R35S miflion R750 ,
d >R35 million R1000 or higher {discretion of CPO)

b) Where a document fee Is to be charged, the advert must dearly state the
payment methed, Due to the risks Invalved in handling cash, the sale of bld
documents at site meetings should be avoided. Strict control aver cash received

--
=

{
b
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t
I % should be exercised and documentary proof of documents sold and receipts
issued should be kept on tha appropriate files.
r} €) Should cash payment be one of the chasen payment metheds, bid decuments
L must, clearly 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 clearfy reflected on the
- receipt. Bid documents may only be issued o Bidders producing a valid original

receipt dearly indicating the relevant RFX number, A copy of the recelpt with the
signatures of the Issuing officer and the Bldder who purchased the document

l must be kept on the appropriate file, A copy of this documentation must be sent
to the Sacretary of the AC befare the closing date,

I f 17.1.5 Publication of notice [ advert
i
3

8) The ncticefadvert 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
proared, e.g. trade magazines, newspapers which are distributed locally or
wider, In electronic bid bulleting, other media which specifically targets specific
markets or small business enterprises, whichever is best suited to reach the
potential Bidders,

b) Copies of the notice and presaibed forms shall be furpished to the AC
secretariat if the bid Is expected to fall within the jurisdiction of such an AC. This
would be the case if the bid Is expected to be over the 1aid-down limit or longer
than two Years or where there is uncertainty as to whether it will fali within the
jurisdiction of a Manager.

€} Any subsequent amendments fo notices inviting Bids (e.g. extension of the
closing date) shall ba communicated in the same media as the initfal bid, The AC
Secretariak must be notified timeocusty of such amendments. The office
responsible for pladng the adverts shall retain coples of all adverts as placed by

l the relevant media, for audit purposes.
{ 17.1.6 RFX Issue Register
. The following important information pertaining to all bid documents Issued must be
l I . entered Into the RFX Issue Register, which is compiled by the RFX Issuing Office:
1 ”) "f’ » RFX number and description;
; - « receiph number and date of purchase If a bid document fea was charged;
I l » document number e.g. ‘Document 3’ sold to *Potential Bidder x;
} l = name and contact particulars of person who collected documents; -
l L. » bidder's {cormpany) name; and
: « dosing date.
;L A record must be kept of all the names, contact particulars of the persons or
l enterprises to which bid documents have been issued, as well as the document
r number sold to the potential Bidder. This is necessary In case ‘there Is a dariflcaton
| or amendment, and a2l Bidders nead to be Informed.
I 1 17.1,7 Queries from bidders / amendments before the closing date
' J, Employees/persons listed in bid *oﬁces as contact persons must be available to
I' answer requests for clarification from the prospective Bidders. This is because a
¢ .
J
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Bidder may only communlcate with the person listed on the bid document on any
matter regarding his Bid prior to the desing date of the bid.

Without identifying which bidder sought the darification, the diarification provided
must be communicated simultaneously in writing to all Bidders who obtained bid
documents, The response to such a request must be effected withtn a reasonable
time prior to the deadiine of the bid to enable the Bidders to make Lmely
submissions of their Bids, considering the darification. If necessary, the deadline
should be extended,

The disclosure of Infonation to petentlal Bidders by the contact person must be
made with drammspection. For example, it would not be allowed to provide potential
Bidders with information such as budget amount approved, names of previous
respondents, prices pald on previous contrads, number of bid documents Issued to
date, etc. :

R Rttt S
et @

-17.1.8 Amendments before the closing date

IR

' i g i g

a) Transnet Is entitled to amend any bid condition, validity period, sperification or
plan; or extend the dosing date before the closing date, or In the case of a
compulsory briefing session, before the scheduled session.

L
B
o)

However, such amendments or extenslons 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
stheduled date. The new closing date and time must be clearly reflected.

-, .
1

b} Where the closing date of a bid is extended, the notce of extenslon shall also
state that Bids already recelved will be retained unopened In the tender bax and
be duly considered after the explry of the extended perod. However, the Bidder
may reguest that such Bid be returned to him/her, The Bldder may also cancel
the exfsting Bid by submitting a later dated Bid before the extended dosing
date. For amendments after the closing date refer to paragraph 17.4.1.

- -

17.1.9 In the event of a Material Amendment to the specifiation or scope of work, to
which other new Bidders could possibly respond, the bid must be cancalled and a
revised RFX must be advertised. This would give all other potential Bidders the
opportunity to respond. This an only be done after approval by the person who
signed off the RFX document (refer paragraph 16.6 above), has been obtained. The
cancelfation 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,

R b—I---l—d .'_! \--_J R W)

]
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17.1.10 Compulsory Site Inspection [/ Briefing Sessions

A e B
/

-
C
—————

a) A compulsory site inspection or briefing session has to be held In cases where it
is necessary for the Bldders to view the site in order to prepare thelr Bids, aor
wiere Transnet deems it necessary to provide Bidders with further information
ta allow tham te complete their Bids properly.

-

e e

b) If @ compulsory site Inspection/briefing sesslion is convenad, minutes of the
meeting must be recorded together with an attendance register. The minutes
must Include the querlesfrequests ralsed for darification at the meeting,
together with the responses to these requests without identifying the sources of

LR
At

¥ the requests. It Is recommended that questons be submitted In writing by

. Bldders and that Transnet respond in writing to alf bidders within 48 hours of
the briefing session. The minutes must be forwarded to all Bidders who

, attended the meeting so as to ensure that the same [nformation 1s provided to

.1]

r “hapter 17: 8ld Administration Page 123 cf 202

l} " wgust 2012

-0365-0001-0173

TRANSNET-REF-BUNDLE-0070T



“TR“AWS’W%‘FUO?OZ

'FOR INTERNAL USE ONLY PROCUREMENT PROCEDURES MANUAL

all Bidders, This would enable the Bidders tp take the minutes Into account in
preparing their Bids,

c) Bidders are obliged to attend scheduled compulsory briefing sessions, as faiture
to do so will result in disqualification of the Bids. The bid notices must dearly
indicate this. Discretion must therefore be exercised in dedding whether or not
a compulsory site inspection or briefing session is absolutely necessary.

d) If a compulsory briefing session Is nct consldered absolutely essential,
consideration could be given to having a non-compulsory briefing session. In
such Instances, attendance at such @ meeting would be on a voluntary basls,
The RFX documents must clearly state this. The RFX 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 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 avallable to them by means of the minutes of
the briefing session. The minutes will be made avallable to all attendees who
completed the attendance register. Detzlls of latecomers {e.g. company name
and names of thelr representatives, as well as approximate time of (late) arrival)
must be recorded on the site register, so as to ensure that Transnet’s Interest Is
protected.

17.1.11 Electronic issuing and receipt of Bids

ODs may at thelr discretion, and provided that they have introduced suffident
controls to prevent abuse, make use of electronic technology to:

? ‘ » advertise bids electronically (e.g. website);
 d « [ssue bid documents elecironically;
. » enable electronic payment for bid decuments where applicable; andfor
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 posltion to access elactronle media miust also
i , be accommodated;
t . '::Eéi

D'.aa‘«" b) Thera Is an option for potential Bidders to obtain either electronic or hard coples
: . of the bid document;
(.
i c) Where applicable, bld documents must be pald for, [mespective of whether the
i bid documents are obtained in hard copy or electronically;
L

d) Appropriate measures must be f2ken to protect electronic versions of the bid
document;

a) Bids must be received In a controlled environment, and may only be accessed
¢ [dowrfoaded from the dedicated ‘Electronic Tender Box' (I:‘I'B) after the dosing
] date znd tme;

f} The ETB shouid be able to send an automated acknowledgment confirming date

[‘] and tme of delivery;

: !
N g) There should be a backup system In case of server failure; '
g

. Chapter 17: 8id Administraticn Page 124 oF 202

JJ August 2012

-0365-0001-0174



TRANSNET-REF-BUNDCE-00703

ro RSV
h—l-"‘ i—.'

FOR INTERNAL USE ONLY PROCUREMENT PROCEDURES MANUAL

—

h) The ETB may not accept late Blds, A Bid Is late if it is received at Transnet after
the dosing 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

i) The ETB should be able to send a message to the sender to inform him/her that
the Bid was recelved fate and will not be considered;

==

j} The ETB should be able to handle unlimited numbers of last minute Bids. It
should be impossible ta overioad;

k) ETBs need to be able to cater for different bids dosing on different dates;

) It will be allowed to recelve scanned original documents e.g. Tax and BEBEE
certificates; Transnet may however at its discretion dedde to subsequently call
for hard copy certified originals if deemed necessary.

B T N L T S

m) Documents must be write protected; and

3 i}y 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

l , The RFX document should clearly indicate what must be stated on the outside of the
sealed envelope containing the Bid. Refer to paragraph 16.5.1u) in Chapter 16 on 8id
I Preparation.

17.2.1 Bids areto ke lodged are kept in a controlled environment

T

—r—r L emmmme : H‘J

a) All bids falling within the jurisdiction of the AC must clearly indicate the physical
{and courier address, if not the same), andfor ETB address (If electronic Blds
J\_’) ! , will be atiowed) of the AC where the Bids will be received.

i b) Where the Bld price Is reasonably expected to fall within the jurisdiction of a
Manager, {i.e. below the jurisdicion of the AC), the bid document must dearly
Indicate to whom the Bids are to be addressed, the desing venue, date and
tUme. - .

b

U

¢) IF upon receipt it is found that such Blds do fall within the AC's jurfsdicdon, they
ara to be dealt with in exadlly 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 dose at
the AC.

e

. , - - .
T — e —s —— —— ey ]

o— -

d) Under no drcumstances should such bids be cancelled and re-lssued.
Furthermors, condonation Is not required,

e} Blds that were antidipated to falf within the AC threshold, and which therefore

L.
closed at the AC, but were subsequently found to fall below the AC threshold,

Chaptar 17: Bld Administration Page 125 of 202
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must ba de: It with by the relevant Manager, The matter must be reported to the
AC for infor-1ation.

f} Where sorm: Bids fall below the AC jursdicion and some are within the AC
jurisdiction. the lowest priced responsive bid will defermine 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 © 7 two nominated offidals, No single person must be zllowed to open
a tender bc¢ on his/her own, Both officials shall be present when the box is
opened on e stipulated dosing date and time.

17.2.2 Unsealed Bid - /Bids without sufficlent cover information

a) If a Bid Iz received unsealed or without the relevant information on the
envelope, £ 2 contents shall be ascertalned and then sealed with a note made
on the enve pe indicating:

« date of r ceipt and by whom {name, designation and contact number);
« the state in which the Bid had been received;

+ number - nd description of Bid; and

« correct ¢ 3sing date, me and venue,

it will then e placed in the comect tender box for opening at the appropriate
closing time

b) When finall, opened, such envelopes shall be kept on the appropriate files as a
record. Th: bid list compiled by the officer responsibie for the bid opesing
should alsc indicate that such Bid was received open, so that the evaluaton
team @n ci sider whether or not there is evidence of possible manlpulation of
the process. However, such Bids should not be summarlly disqualified.

17.2.3 Receipt of qu -tes via fax or e-mail

a) Mo Bid rece /ed by e-mail or faxx must be considered unless the bid document
speciftcally ¢ -ovides for it

b) Where the t d document specifically pravides for the recelpt of Bids via e-mail or
fax, provisic 1 must ba made [n the bid document to indemnify Transnet agalnst
any daims - hich may arise as a result of a2 Bidder not belng able to transmit
hisfher quot : to Transnet for any reason whatsoever before the closing time.

€) Faxed ar e malled offers must be recelved by a person who has not been
invelved in t e development of the bid documents andfor will- not be Involved In
the evaluati n of submissions.

d) strict contr| measures must be exerdsed over fax machines used for the
receipt of Iv v value Blds. Once recelved, the person responsible for recelving
the Bids mu. t seal the respective Blds in separate envelopes and keep them in a
controlled e+ vironment until the closing date. .

e) On the closi g date and time, the Blds must be opened and stamped. A register
of the quot: s requested and recelved must also be kept. No additional quotes

i ara to ba re' uested or considered after the closing date and Hme, |

17.2.4 Late Bids
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l :} a) Transnet will aot accept arr late Bids. A Bid is lata if it is not placed In the
relevant Tender Box or delis 2red by hand by the bldder or his courier to the

{ relevant responsible person adicated in the bid document by the dosing time
l L for such bid. A late Bid skl not be admitted for consideration and where
feasible shall be kept une ered. A letter explaining thé reasons for not
ronsldering the late Bids mu t be sent to all late Bidders. The Bidders must be
i notified that they may coflect :heir late Bids if they wish to do so.

I r b) A Bidder must, howéver, not e penalised If a Bid is recelved late dua solely to a
I feult on the part of Transnet.

c) Where it I5 necessary to op-n a late Bid to obtain the contact detalls of the
‘ sender, each page of the doc ment shall be stamped “Late Bid” before the Bid is
f placed on the appropriate les, The exact fime and date that the Bid was
! recelved must be recorded The envelope must be stamped, inltialled and
- — retained for record purposes n the appropriate files. -

i
v o, ——— e

d) However, the Chalrperson of hie AC has the disoretion to decide whether a late
_ Bid may be consldered wher: exceptional draumstances arise, The dedsion to
) consider a late Bid should b= fken with great drcumspecton. All documentary
W evidence leading to such dec: Jions as well as proof of the dedision itself must be
kept on the approprate file as part of the record. Hereunder foilows a non-
exhaustive fist of circumste wes where an AC Chairperson may declde to
exercise disqretion and accer a fate Bid:-

v« If Transnet was solely 1) blame for hs Bid belng (ate 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 orly or : Bid is received and such Bid Is received late. In
such ses, no prejudic Is suffered by anyene if the iate Bid Is accepted.
Consideration must, ho 2ver, be glven to whether the process could have
been manipulated to fav ur the one and only late Bidder,

Late responses on a RF process where the purpose of the RFI was merely
to gauge what is availat 2 in the market, or to complle a spedfication; and

Where the Bidder prov les compeliing reasons for being late, indicating
that the lateness of the submission is not due to any fault ¢r bad planning
on his or her part.

———y

=y

b ;__._..--l,-'

i
——t
]

e e .
[ U
L]

;__._...._._(_’ e ——]
g
£
1 ]

TN

. B) Bldders who submit late Bic: must be Informed of their right to petition the
Chalrman of the AC sheulc they believe that they have valld grounds for
inclusion, The mativation for acceptance of a late Bid, plus the chairperson’s
ruling on the matter, must be retained on the retevant files,

f) Late Bids that are not cons! ered must be retained for a period of at least 6
manths before being destroy 4. Recnrd of destruction must be recorded on the
refevant file.

[P —

——

Opening of bids

..-.x.ﬁ..
|

-

14.3 PHASE 3: OPENING OF BIDS

17.3.1 Time and manner of opening of bids

7
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a} Bids shall be opened promptly after the deadline for the receipt of Blds, or as
soon as possible thereafter,

b) Blds shall be opened by a duly authorised senior employee In the presence of at
least one other employee. The persons must declare thelr 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 Bld documents must not be Involved
in the issuing, evaluation or adjudication of that bid &s they are perceived to
have an indirect interest in the bid.

¢) There should be a check to verify that Bidders had pald bld fees, where
appliczble. If bid fees had not been pald, the Bld must be endorsed accordingly,
and an explanation obteined from the Bidder by the AC Segetary. If no
reasonable explanation can be provided by the Bidder, the Bid must be
disqualified. A racord of this decision must be kept by the Secretary.

-y v e ) o

f

-k & N
Py
A
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17.3. 2 Stamping of Bids

v

a) An employee shalt date stamp the Bid and all attachmenis 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 cnly” must be endorsed on such Bid.

-

— ——ry
H j

b} Where Bidders are requlred to insert prices on price lists supplied by Transnet
and prices have not been inserted in alt 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 conditons, etc.,, that will be regarded as crudal during the evaluation
protess must be stamped and initialled by the opening offictal.

h |

l €} Ukewise, in instances where the Bldder has deleted prices and Inserted new
prices, or where prices have been corrected with correction fluid, the opening
} offidal must endorse the correck amount in words, Initlal 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.

i I e d) Where Bldders were requested to submit their Bids in duplicate (or more coples)
' _{) all duplicate documents must be stamped “Duplicate” on the cover page after

the opening officlal has verified that all the crudal information [n the different
YD documents are identical,

l 4
e) The employee in charge of the bid opentng will record particulars of all Bids
recelved in duplicate in a Bid Opening Reglster, The original list of Bids received
I must accompany the original Bld documents when forwarded to the department

eollecting the Bid documents must be obtained and the duplicate fist with the

signature will be kept by the bid opening office, elther on the appropriate file or
In a register as part of the record.

\

l

l

r that Invited the Bids. The name, contact detells and signature of the person
[ &

1

t-&-—

Amendments and communication after closing date
)

i Phase 4

Chagpter 17: Bld Administration
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ﬂ . 17.4  PHASE 4: AMENDMENTS AND COMMUNICATION AFTER CLOSING DATE

17.4.1 Amendments after tha closing date

J Transnet Is entitfed to amend any bid cc ditfon, valldlty perlod, specification or plan
after the dosing date of a bid, Howsver, al} parties who obtained bid documents and

! submitted valid Bids must be advised ther 2of in writing by fax or e-mall and be given

i the. opportunity of bidding on the amenced basls by an extended dosing date and

{ time, Proof of such written communicatios must be kept for record purpases. Bidders

{ who did not submit valid Bids (e.g. submrtted thelr Bids late, or who did not attend

' the compulsory briefing sesslon/site Insp2ction) cannot participate in the extended
invitation. Authority for such communica “on must be obfained and Is dealt with In
paragraph 17.4.3.d) below,

In the event of a materlal amendment to “he specification ar scope of work, to which
other new Bldders could possibly respond, the RFX must be cancelled and a revised
. RFX must be advertised. This would give ali other potential Bidders the opportunity __ .
to respond. This can only be done after :pproval had been oblzined from both the
person who signed off the RFX docume it (refer paragraph 16.5 above), and the
relevant AC. The canceliation must be ad- artised in the same media where the initial
advert was placed. If the cancellation an 1 reissue happen simultaneously, they may
ba advertised together where the re-isst 2 makes reference to the cancellaion. In
such instances It will not be necessary to sbtain AC approval for a non-award as this
will delay the matter unnecessarily at thiz critical stage. However, full details of this

l ‘ ‘ntervention' must be disdosed to the AC when the final award of business

ey

] recomnendation Is made. Also refer to pa ‘agraph 17.1.8(c} in this regard.

17.4.2 Extension of validity periods

If a bid cannot be evaiteted and awz ded willhin the stated validity pericd, a
} mokivated request for an extension of ti-e validity period should be made to the

approptiate AC to request an extension f the validity period. This request should
) explain the reasons for the delay, and incl1de the revised timeline for the completlon
: } of the bidding process.

NB: Validity periods must be extended BEFORE expiry. Bids In respect of which the
J validity periods have already explred cnnot be revived. In such Instances the

e

process must be' started afresh after havi- g oblained the necessary AC approval for
the non-award of the explred RFP.

‘ If an avoidable delay octurs with edjudice jon, Bidders must be requested to extend

I A the valldity period of their Bids on the sar e terms and conditions befare the expiry

5 of the validity perfod. In such instances, “idders will not be allowed to change any

i e aspect of their Bid, unless they are able tv demonstrate. that the proposed dhange/s

is 25 a direct and unavoldable consequer ce of the extension of the validity period

e.n. price changes due to changes In the market which have impacted major cost

components of thelr price. If a need arlses to extend the validity pétiod cf the bid,

s this must be done BEFORE the validity dat : expires since a bid process automatically
J terminates on the valldity date unless Eme- usly extended.

17.4.3 Communication after the closing daf2

t a) After the closing date of a bid (l.e. dring the evaluation perlod) a Bidder may
L} only communicate with the chairperse ) and the secretary of the relevant AC,

b) Mo communication relating to the spaclfic bid s allowed between a Bidder {or

M any other party who has an Interest 'n a bid), and any employee of Transnet
i [ after the closing date and before aw wrd, except as provided for In paragraph
17.4.3 (c) below. Every case of unau~ ~orlsed communtcation must mmediately
3
‘ Chapter 17; B Admirtsiration Page 129 of 202
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P] be reported to the Chairper ‘on of the AC. The Bidder that is assodiated with an
unautherised communicatio . may be disqualified from the process.

. ] . c) ITtis accepted that In certz 1 tases Bidders might have existing contracts with

Transnet, where communi~ Hon regarding the existing contract Is unavoidable.
However, any communica®2n during the evaluation perled of another bid,
should be imited where z- all possible, and under no drcumstanices should
sodalising, e.g. golf days, reduct Jaunches, lunchfdinner invitations, sporting
events, elc, be enterfainec during this period. Even If no discussion about the

. hid belng evaluated is ent: tained during such sodal events, other competing
Bidders may form a percer jon of blas and It may lead to daims of an unfair
bidding process.

d) The chaimperson, the seae ary of the AC, or the Manager with the delegated
power, may subject to the rovislons of paragrephs 17.4.3e), f) and g) below,
authorise an employee-in miting (nduding by fax or email} to communicate .
with a Bidder after the closi g date for the purpose of;

(D) Explaining and verify! g dedarations made in Bid response;

{(ii) Confirming that a q. 'ted price is corredt, or requesting a breakdown of
the pricing without a!-2ring the price;

(i} Confinming technica particulars and the compliance thereof with
spedifications;

(iv) Detenn[mng whether there will be any change In price if uniy a portion of
r_j the work is awarded '3 2 B.dder,
)

(v} Requesting an expla: ation for an unreasonable price increase when It is
compared with a pre flous price and the interlm movement of a relevant
price index;

{vi) Clarifying delivery tim s, quantities, etc;

‘ I {vil) Amending any hid c ndition, validity pericd, spedfication, etc, after the
dlosing date;

(vil) Clarifying any other ¢ wnmerdial aspect;
() Carrying out site insp «ctions of tha bidder’s premises; and

(x} Reguesting presentz'ans by all Bidders. If only certain shortlisted Bidders
are invited far pres ntations, the relevant AC's prior appruval of the
shortlist must be obt- ined.

Bid.

e) During communication afi:r the dosing date, no change in a matter of
substance of the Bid, incli 3ing changes In price, terms' or changes aimed at
maldng an unresponsive B 1 responsive must be sought, offered or permitied.
Also note that the abovem- ntioned communication Issues covered in paragraph

4 1743 (d) do not include post-tender negotiation. This topic is covered in

J Chapter 19 (Post Tender, N- Jotiation) below.

r} () Requesting returnab': documents erroneously omiited from the criginal

‘ Chapter 171 8id Administration Page 130 of 202
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l L f) Where the bid is ranaged by a Spedalist Unit with a spedfic strategic focus on
behalf of the user JD, the Spedialist Unit shall coordinate all communication of a
U technical, financla: or commerdal nature between Transnet and the Bidder.
l g) In all cases wher authority to communicate with Bldders has been granted in
E“ terms of paragrap 1 17.4.3{d) above, the submission to the AC must clearly state
’" the nature of th~ communication as well as who granted the authority to
I i communicate ar the outcome thereof, Documentary evidence of ail
f authorisations o tommunlcate, the actual communication as well as the
{ outcome thereof : sidder’s response) are to be kept on the appropriate files as
I [ part of the record.
N
[
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Chapter 18: Evaluatmn and Recommendatlon |

« Summary’ of bld evaluatlon process

+ Test for administrative respons[veness

<" Preparation for evaluation

- Substantive test for responsiveness

+ Evaluation of bid aga!nst pre-determined
- criterla B

* Final evaluation 7

. Recommendatlon |

Chapter 19: Post Tender Negnt:atlons (PTN)

. Purpose of PTN

» Authority to engage in PTN

* PTN process

. Approval to award busmess aﬁ:er PTN

Chapter 20. Ad]ud:catlon

" General prmcmles of adjudlcation

The role of the AC during ad;udlcatlon
Risk evaluation S ST
Splitting of business ‘ :
Dlsagreement regarding award
Non award f canceliatlon of. bads
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CHAPTER 18 ; EVALUATION AND RECOMMENDAT10N

SUMMARY OF BID EVALUATION

1t is the responsibility of the evaluation committee to ensure that the avaluation takes place
within the validity period. If there are delays, the validity date(s) of the bids should be
extended, using the process described in Chapter 17 (Bid Administratior:’,

The following are the key steps to be followed during the evaluation of £'ds.

Test for administrative responsiveneass
Procurement conducts test for administrativa responsiven:ss
Kighlights non-responsiva bids for consideration and ratific ition by evaluation

Prepamtlon for evaluation
" Constitute an evaluation committea
Sign Declaration of interest / Confidentiality 2greaments

D e Tt b T e g

r

Test for substantive responsiveness
Evaluation committee confirms results of Initial administrz- va test for responsiveness
conductad by procurament and condurcts test for substant:. e responsiveness

a3~ || Evaluation of the bid agalnst pre-determined critera
. o ;":_ ‘ Study bid responses against the triteria isted upfront in th= RFP
] oo Clarlfy bid uncertalnties (bid clarification)
BN Maka notes against each criteria to Inform the eventual sco-es
Use the approprizte evaluation method determined 2t bid : reparation phase
. Step 4 Reduce bid nffers tn a comparative basls
! A Capture the scoras of each bld against all criteria
Coe Submit complatad scara sheets to chalrpersan of evaluatic ' committee for averaging
Moderate outlylng scores

Finat evaluation
Eltrminate bidders who did not make all the relevant thresh-!ds
Popufate the relavant automated scorecard, based on Met? ad 1 or Method 2

Recommendation

Prepare TEAR report containing recommendation to the AC
Record proper minutas of all the proceedings

|30 8 233838 10 7 T Figiira [29] — 6 Staps for Bid Evaluation. .50 5L

Test for administrative responsiveness
Procurament conducts test far administrative responsivenas
Hiehlights nan-resoonsive bids for conslderation and ratifica: an by avaluation

' iJ 18,1 TEST FOR ADMINISTRATIVE RESPONSIVENESS
; i
. i
18.1.1 Test for Responsiveness based on returnable docur mts 'submitted and
I’ } signatures on the Bld documents:
l, Chapter 18: Evaluation and Recommendation Page 133 of 202
J August 2012
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a) Check the Bid dorument to see whether all retumable documents called for 1n

the bid documents and which are required for evaluation purposes andfor
Incorporation into the contract have been received.

r—-

b) The RFP must clearly identify those materal returnable documents which must
be submitted upfront with the bid submission. If any such mendatory
returnable documents are not provided upfront, the bid must be regarded as
non-responsive e.0. tax; clearance certificate, etc.

c) Certzln other retumabla documents, although essential, may not result in
automatic elimination if not provided upfront. In such instances, a reasonable
gracz period (about 5 Working Days) may be afforded to the Bidders to supply
the required documents. If the Bidder does not provide the document(s) by
the end of the grace peried, the Bid{s) must be regarded as non-responsive.

ey iy Sy i rori By
—ped i

e d) A third category of retumable 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: filure to submit such
documents for the purpose of evaluaing and awarding the business will not
result in the bid belng 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 tme (about 5
Working Days), If the slgnature [s not provided within the timeframe provided,
the Bid must be regarded as non-responsive.

l 18.1.2 A schedule must ba drawn by Procurement to Indicate whether the Bids recelved
i are administratively responsive or not, and the efforts expended to obtaln any
‘LJ outstanding information (see example in Figure {30] below): :

.- " Yes/Mo  YisfNo = YesfMa | Yesffo  Date _ Yei/Ha
. ' -%l . - .‘.'., . B T . . e _‘:!qt‘:!.lm_ulh e -
. oL o oL " . Do . ., Infcate :
g : B . Yesfiio |, Yes[No -  YeslMe. 1 YVes)Ho - bate Yes [o  oustanding  Yes f Ho .
|\IL) .o | . . .. L) . Inticate " !
5 €'  YesfHo - Yesf Na _Yed  No Yes } No - Pata Yes /o outstanding Yes { No
1 T 3 P VT ST R P | ki :
# CE . e . . oo . : 3 - Inficate -
[ O - . Yesflo u YesfNHo i "Yes/No. - YesfHo : Datr " Yes/No . outstanding - - Yas/ No’
. Ceea g e S L e el e e e, !, dotuments L
i . . . N s . L. ' Indicale
" E Yes ! Ho Yes{Ho ~ Yes{Na= Yesf o pate  _ Yes{No - outstanding  YesfMNo -
! . T S e - documenty
n IR L Ve e T T g T
|5 5T Frgre [30] ~ Schedinlé to ecord Bid comipliatics ... .

Preparation for evaluation

r p
iy e

Constitute an evaluatian committes
J Sign Declaration of Interest / Confldentiality 2greements
|
] Chapter 18: Evaluation and Recommendation Page 134 of 202
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| ) 18.2 PREPARATION FOR EVALUATION

18.2.1 Compaosition of Evaluation Committee f Panel

The composition of the evaluation committee would vary depending on the nature
of the particular goods/services being procured. As a guide, evaluation committees
should be determined as follows:

a) Low complexity evaluations

! There are very [imited criteria for considerstion due to the absence of
i complexity. Typically, aiteria cn be assessed through a ‘yes’ or ‘no” question.
! There must be at least two members on the committee - one from the
procurement department and the other from the user department.

b} Complex evaluations _ L

3 Where a number of criteria are evaluated on a weighted point system method,
' . the evaluation committee should be ooss-functonal and should be composed
oo of procurement personnel and officlals from the department/s requiring the
( % goods/services. A

Thete must be at least three members, one of whith must be a subject metter
expert. When it is deemed necessary, independent experts may also be Invited
to a bid evaluation committee in an advisory capachly,

It is recommended that the people who serve on the CFST do not also serve
on the bld evaluation committee. Only If separation of dutles Is not possible
: due to a [ack of resourcesfexpertise, may the CFST and the evaluation
‘ committee be allowed to have the same membership. If the same people
served on both the CFST and eveluation commitiee, this must be recorded in
the minutes, and be disclosed to the relevant AC,

c) Highly camplex evaluations

A properly appointed multi-disciplinary evaluation team must be utilized. The
evaluation committee may comprise sub-committees. Each sub-committee
. must be composed of at least 3 or more speciallsts in that field of expertise. A
‘ sub-committee wili evaluate Bids only In the field that they are tasked with,
e.g. Quality, commercia!, SD, preference, etc,

(For bids alling within the threshold for High Value Tenders also refer to tha High
Value Tender Process available on ISCM Transnet Intranet).

v

18.2.2 Declaration of Interest / Confidentality

a) Pricr to commending 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 Cede of
Ethics (paregraph 5.5 above) for further infarmation on Dectaratien of Interest,

N P s e ————

’I b) Information relating to the evaluation of Bids shall not be disclosed to suppliers

or to any other person not officially involved In the evaluation or adjudication
pracess, A confidentiality agreement must therefore be signed by alt members
at the start of every meeting of the evaluation committee.

|
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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 scorlng methodology is to be used:

a) Confirm whether Method 1 or 2 will be followed as well as the weighting per
category and threshelds as set out in the RFP (See Chapter 13 — Determfning
Evalustion Criteria).

b} Confirm whether scoring will be done in terms of a desktop evaluation only, or
whether it will also include site visits, presentztions andfor interviews. This
should be indicated in the RFP; '

¢) Validate scorecard, Including the prompls for judgment;

d) Members of the eveiuation commiliee must score each Bid individuaily, i.e. -
each member must score every Bid without consulting any other membsers;

e) Thereafter, the raw scores given by each evaluator In respect of every criterion
and sub eriterion are populated onto a comparative score sheet;

f} The Chairperson of the evaluation committee identifies any numerical outliers
{if any) and follows a process of moderation;

g) After moderation, the scores given by each of the evaluators In respact of each
Bidder are averaged and allocated per Bidder;

h} The weightings for each aiterion and sub criterdon are then allocated against
the average score for each Bldder, to determine the final weighted score per
Bidder.

18.2.4 Rules of Conduct

a) Consistency throughout the whole bid evaluation process is essential, All
members of the evaluation team must evaluate all the bid responses, This also
entalls having a kick-off meeting where the entire evaluaton team 15 present
and all aspects of the evaluation process Is agreed upon to ensure that
everyone Is aligned.

b) Although it would be ideal, the evaluation of alt bids need not necessarily be
completed at one sitiing of the CFET.

¢) Ttisimportant that 2l members are present, at the moderation session, be it in
person or via teleconference. All members must sign off on 2l the relevant
score sheets, Including the final automated scorecard (previously known as the
B-BBEE scorecard)

d) Minutes must ba kept of all dedsions and important deliberations taken at
each meeting of the evaluation teant.

£) Document security must be malntalined at all imes,

18.2.5 Evaluation criteria

Bids may only be evaluated in accordance with the alterla spedfied in the bid
documentation (such as spedfic returnable duﬁ':urnents, pridng, quality, commerdal,
SD, preference, finandal stability, ete.).

Chapter 18; Evaluatlon and Recommeandation Page 136 of 202
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a) In cases where an evaluation criterion was undear and it resulted in divergent
and incomparable responses being recelved from the Bidders, the criterion
should be darified and sent to all Bidders. They will then be required to
resubmit Bids orly in respect of such amended criterion/aiteria.

.

b) In cases where a critical factor was not Induded in the evaluation criteria, an
addendum to the RFP shauld be lssued and sent to all Bldders {o provide
information pertaining to the addiional criterla. The CPD must approve the
Inclusion of the additional criterfa as well as the amendment to the RFP,

!
S —

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 Interast of falrness, an amended RFP should be Issued by lssuing a
new tender to the market,

e o e i g g

o

Test for substantive responsiveness

Evaluation committes confirms resufts of initial administrative test for responsiveness
cenducted by nrocurament and eorducts test for substantive resoonsiveness

y e

183 TEST FOR SUBSTANTIVE RESPONSIVENESS

The evaluation committee Is required to confirm the result of the administrative test for
responsiveness underiaken by Procurement.

A Bid ic substantivaly responsive If it conforms to all the terms, conditions, scope andfor
v spedfications of the Eid documents without material deviation or qualification. A Bid is

} regarded as substantively responsive even if it contzins minor deviations that do not
materially 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,

-

e

Before evaluating the Bids, members of the evaluation team are required to:

18.3.1 Verify the names of the enlities appearing on the bld decuments agalnst the
corresporidence {copy of the bid reglster) recelved from the AC Seaetariat {l.e.
check that only those Bids recefved through the Secretariat, are belng
conslderad);

R
T

e
e

18.3.2 Check that all the pages of the respeciive Bids had been date-stamped by the
Secretariat;

—

18.3.3 Check that each Bid reflects a consecutive stamped number, consistent with the
Secretarlat’s correspondence. (This normally forms part of the Secretarat’s bid
date stamp).

.. e imeatn

[ -
A bttt

18.3.4 Check that all pages of the bidder’s covering letter (if any) and all pages
containing pridng, delivery and any other conditions, which may have a direct
influence an 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 Bld was received) on all its
pages; and

!

18.3.6 Any deviation from the above must be brought to the attention of the AC
Secretary, A memo explaining such deviatfon must be compiled by the Secaretary

R e
r .

.. ,,
———— ————— Wi
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anc’ submitted to the evaluation team. Coples 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 opinfon on such
defation in thelr final report to the AC.

18.3.7 Corfirm the results of the Initfal test for administrative responsiveness conducted
by rocurement

18,3.8 Re: 2ct Bids that do not pass the test for substantive responsiveness.
A Ed s consldered substantively non responsive I it:

(1) does not contain pricing or response to any other crucial aspect stated in the
RFP document;

(if) does not meet minimum pre-qualification criteria;

(i, materially departs from the scops, or specification of the Goods/Services
requested; and

(iv would affect the competitive position of other Bidders preseniing responsive
Bids, If it were to be redtified.

N¢ r-responsive Bids must be rejected and Bidders shall not be allowed to modify
thsir Bids once they have been rejected as non-responsive. Exdusion of a Bld as
!‘} ' nc-responsive must be defensible based upon objective and justifiable grounds.

Study bid responses against the criterla listed upfront in tha RFP

Clarify bld uncertainties (bid dlarification] in terms of 17.4.3

- Make notes agalnst each eriteria ta Inform the eventual scores

; Usa the appropriate evaluation method datermined at bid preparation phase

i ] Reduce bid offers to a comparative basis ’

- Step 4 Capture the scores of each bid against all criteriz

i Submit completed score sheets to chairpersen of evaluation committee for averaging
i I Moderate autlying scores

Apply relevant weightings to determine final weighted scoras
) 357

l 18.4 EVALUATE THE BID AGAINST PRE-DETERMINED CRITERIA

' "|| Evaluation of the bid against pre-determined criteria-
¥ e

Evaluate tt: Bld agalnst pre-determined criterfa using comparative schedules or score-
sheets as folows:

1841 Ersure that the evaluation process is stricly aligned with the evaluation

m-thodology outlined In the bid documents, i.e. either Methed 1 or Method 2 (see

H Ci apter 13 - Determining Evaluation Criterfa). If certaln Bldders have not met

} th2 thresholds for Phase 1, no further scoring In respect of those Bldders takes
p!:cein Phase 2.

a) il-cal Content

If ‘he transaction falls L:vithln one of the designated sectors as determined by DTI,
ard It was stated as such in the RFX document, Local Content/manufacture (LC)

I N B y IS by By N AR Ak S E I AN s I Em e
o [ ’ pre e ! »or
7

. e

-
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will always bz 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 sdpulated minimum threshe!d for LC do not progress
any further and are rejecied at this stage. This applles 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 minlmum set thresholds will be
disqualified and wilt not be evaluated any further.

b) Supplier Development/ Quality {functionality) and Preference
() 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 overal] view of each
Bid. This Is done by studying each Bid individually, &nd then comparing it to
the evaluation critera,

The prompts that were provided for judgment or qualitaﬁve {ndfcators relating
to all SD criteria and any sub-aiteria that are linked to a spedfic score should
be used In 2ssessing the Blds.

The evaluation of Bids shall be based on the information contzlned 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 svaluator must record abservations on the bidder’s response to each
specific evaluation criteron on the score sheet, References to page numbers
should ba added where appiiceble.

At this stage, nio scoring is done,

Scorg-sheet 1 { Aigure [31] below Is used for such observations and [s available
on the Transnet Intranet),

Cheet Vorking searesheet
RFP Numbsr {Insest RFP Humber)
Nime of evaltzation commitiee member {Insert name of evalvation ommitiee mewber
CRITERIA {Suppller Developmant BUDEANOL BIDOERATIO.2 SIDDERHD.2
. sorn _conments | soore COMMENTS S COMMENTS
Walue of investment In plant §; BN - o i
Reduclianinimpont leakage é %
|Potentiatincrease n export content 51 e B
[Mamber company employees to be trined 4 B é o
Number of downstrzam supply dinindvidwals tohe iined | 3 AL
CetRed traning g4 e
Rand valus an training to be spent In the Industry K. 8
|8 of tanced procurament from Q5 B T AR
fiont RN - e S FlgRe [31] - Scofetsheet 1.

(I} Scoring

The naxt step is to allocate scores on Score-sheet 1 above. This Is done by
scoring one evaluation ariteron at a tme for all Bidders. E.g. compare and
score the responses to "Value of Investment in plant’ for afl Bidders beford
moving on to the next criterion.

.
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1 e
—_— e

e
.

All scores must preferably be out of 10 {.e. the 1 to 10 scale, although a 1 to
5 scale can also be used if spedfic objective measuring criteria has been set).

Finally, each member's individual sceras In respect of each bidder must be
carried over from Sheet 1 and inserted ©n score sheet 2 - see below,

fre—y
—_—_

‘(J Sheet2 Finat memt oy scorasheet

;L RF? Number {Insert RFP lumber}

; ] Name of avaluation committee mamber {Insart nam 2 of evalyation committee member

i

H

} CRITERIA (Suppiier Developmert} BIDDER NI, 1 | BIDDERND 2 [BIDDERND, 3| BIDDERNO, 4

: Score Seore Scure Score

! Value of Investment in plant 5 7 5 7

! Reduction inimport eakage 4 6 5 6

!" ) - . . R R - - . -1 - -
Potentizl incraasa in export content 5 3 &4 5|
Number comsany employees to be treinad 5 8 5 8
Number of dewnstream supply chaln Indlviduals to be trained 4 5 4 7
Certified training 5 6 3 2
Rand value on training to be spentin the industry 4 7 5 7
33 of planned proturement from QSEs 5 2 4 6|
Total EF] 51 EEN 55

ié ) 7o s it el Fgure [32] —Score-siceeb 2. o G L s G VT

T (it} Moderating scores

The Chalrperson of the evaluation cymmittee transcribes all the individual
members’ scores from the respecti/e score sheets (Sheet 2} onts the

! } consolidated score-sheet (Score-shes:t 3, see example (Fgure [33]) below.
‘These scores should be regarded as pravisional and subject to moderation,

In the event of significant variances i individual scores, the scores must be
f moderated at the discretion of the Crairperson of the evaluation committee,
An outlying scorefs should as a generzi guideline be determined where there is
a point differential of more than 4 poir'ts on the 10 polnt scale as compared to
] o the other scores. ‘The outlying scorer {Nivan, in the example of Sheet 3 below)
i, must be asked to moctivate hisfher :core(s). If the score can be rationally
h explained, the score can remaln unch=nged. Cther scorers should be afforded
the opportunity to reconsider thelr scores, In light of the explanation provided .
by the outlier, 1f the outlier cannot rationally explain his/her scare, hefshe
must be asked to reconsider the scor=. If the outlier refuses to reconsider the
score, the chairperson of the evalustion committee may approach the AC
Chalrperson for a ruling on whether the oulller should be replaced with a
3 different scorer or not.

The process followed with mederation of scores must ba recorded In the
minutes of the evaluation committes. Any changes to a score shest due to the
r modaration must be countersigned &7 both the scorer and the Chalrperson,
i This should also be cross-referenced ¢ th the relevant minute/resolution.

(iv) Welghting scores

The following provides an explanatior on how weighted scores arle arrived at.
However, there is an automated sco-e sheet available on the ISCM Transnet
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Intranet, where the welighted scores are automatically calculated based on the
raw Scores.

Step 1

The Chairperson calculates the average scores per diterion per Bldder
(after moderation). This Is done by dividing the sum by the number of
evaluators to amive at an average score for each parteular criterion per

Bidder.
Shest3 Combined store sheet
RFP Nuriber {tnsertREP Number}
CRITERA {Serpliss Development) Blddes Na, 1 HdderNe.2
Evalnation Member Scores . Erzluatian Member Scores
Nomhe | Thlad Bl jMven | Awrge (NorhepThdal | B | Hhon fAvengel
beoschimestment a plant 4 5 I g 8 9 4 i sy
Reduction inimport leskape E 4 4 9 475 5 5| E I 45
Polentiaingezse In erport content 4 5 3 o s 4 f d o 47
Nurnber comeay emaloveestabe trined 4 5 [ [ (¥ B i E| 4 8]
Humberof downstream seoply chain individuale bo ba trained 9 4 5 7 b 5 b 3 A
Certfied iriing 4 3 4 L N I e Y
Rand valse an raining 1o be spant In the industry 3 i 4 L {5 5 7 6 Py b
1% of planne d praturement Jrom Q565 4 5| 3 : g 8 § 5 J  AS
ot 37 W o8 sy g o 5wl
[Z7en U en . rs U Figute [337 = Scora-sheet3 . U LU E k|
Step 2 ' , ,
The Chairparson must now calculate the welghted scores agalnst each
criterion to determine the total welghted score agalnst each Bidder, {See
example In Score-sheet 4 - Figura [34] below)
For example, a score of 8 out of 10 for a particular aiterion that has a
weighting of 20 will be calculated as follows:
8
—x20=18
10
Sheetd Fial we'ghted storeshaet
AF Humber {insert REP Biumber}
CRITERIA {Sugplier Development] Weightad iddes thanber
madmn M. Ko . M) o4
Sove | Welghted | Scom  [Wilghed| Score | Welthted | Soove ) Weighted
[V2ue o Investrent inplart 0 5 i W q g 7 .
Reduction lnimed leskoge 1 iH AR i f g . § d
[porentialincease in expastentent | s SN 8 43 ] § &
[umber company emplayees tobe tained # 5 1054 [ IE 59 1 g I
Namber of dovstrean supoly dofn ndisiduls te e ke 0 3t Y § 5 [ I 7
fcortfed trlning 5 5 EES CHE ' 4
Rend valus n talning lobe spankn he ndusty 3 45 LK 5 i 1 7
% of 'anned procurement from OSEs L 5 15 85 1 45 £79 5[ 7
| ot o oy @y 6y %y mH o o
[ SR el e Figure [34) = Score-sheef 4L T vt D 5
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The tolal =ighted score above represents the ranking of each Blidder in
respectof - 2.

Note: The :core for preference (B-BBEE scorecard only), together with the
score for D determines the SD Threshold. See examiple below, which
indicates .  the SD score and the B-BBEE score according to recognition
level adde: together are used to determine the consolidated SDfpreference
score for t- 2shold purpeses assuming a 60% threshold,

Bkl

Bidder
Bidder No. 1 |- -35
Bidder No. 2  |* 3§
Bidder No. 3 155
R Bidder No. 4 [+
Bidder No. 5 :

Fo% [Non-responsive - minimum thresheld not met)

Uil U UFh ore [35] < Consolidated scoreéard for SD /B-BBEE. . . - |
18.4.2 Quality f fur tionality offer '

for the purposs »f evaluation, Quality (s conslidered to comprise all the criteria set
out In the RFP, « :cept price (or TCO), SD and preference (B-BBEE andfor FRC),

As with the eve r3tion of the SD offer, the Quelity/Functionality proposal must be
evaluated agair : the eriteria as stipulated In the RFP. Repeat the process as

stipulated in pa: graph b}, utilising the Quallty/Functionality criteria and component
weightings.

18.4.3 Preference

Preference is sc r2d according to the B-BBEE scorecard only and the FRC criteria
{Current and Fu. re) will only be used In the final evaluation stage.

Final - saluation

Sliminate bidders who did not make both the thrashelds
Papulate the relevant automated scorecard, based on Method 1 or Method 2

18.5 FINAL EVALUAT ON
One of twa methods of -aluation may be used depending on what was stated In the RFX
document (Refer to parz rsph 13.1).
18.5.1 Applying the riteria in Method 1

a) Method 1: *hase 1 (Refer paragreph 13.1.1 above)

Al Bids which ~ave falled to achleve the minimum qualifying threshald for LC

(where applicz {e), SD/Preference or Quallty must be rejected. Al Bids which

exceed the m: 'mum qualifiing threshold for quality are regarded as ‘zgualy

, technically co. pliant’ irespective of the margin by which they exceed the
threshold,
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Al Blds -hat have achleved or exceeded the minimum qualification thresholds for
firstly, L.C (if applicabie), SD/Preference and Quality/Functionality proceed to
Phase 2. They must now be evaluated further In terms preference and SD for a
second t'me, as well as Price,

b) Met:od 1: Phase 2 (Refer paragraph 13,11 above)

Only the Bidders who had met the predetermined thresholds for firstly L.C (if
appli-able) and both SD/Preference and Quality progress to this stage.

—— =3

(i} ScoreforSD

With regard to the evaluation of 5D in this phase, no new evaluation takes
placz. The points awarded to Bidders in Phase 1 for SD are simply weighted
and zdded to the welghted scores for preference and FRC both Current and
- Futurs strictly in terms of the criteria as stipulated in the RFP document. - - .

ey T ———

;_ndh-d__ﬂ;—q}

——y e

A}

{ii) Score for Price

*a) Befc -2 conducting a mathematical evaluation of price, a cognitive evaluation
will 2e conducted In order to determine the reasonableness of the price
guotzd. All bidders will be required to provide supporting documentation
mot~ating thelr price e.g. complete a checldist indicating which aspeds of
thelr blds have been quoted for. Such a checkist will be Included as a
returnabla decument in Transnet tenders and will attow Transnet to conduct 2
comcarative analysis in terms of pricing. Bidders who fall to quote on all
Transnet mandatory requirements will be daclared non respensive.

= —

I
i g
[

—

Nex:, select and utilise the automated scorecard for Method 1.

The following formula has been built into the automated score sheet to
calculate the score for price;

— — —— L |

L Pbm

, Ps --—l-:T _X Wi

?

¢ Where: Ps = Seore for Bid under consideration

.{ Pt = Comparative price of Bid under conslderation

L]
ey
o

Pbm = Benchmarked price calculated using average price of
bids recelved less 10%
W1 = The percentage score given to price

£
)
&g

Bidz=rs with a price lower than the benchmarik will ba gwen an automatic
scor2 of the full points allocated lo price.

The method to calculate the benchmark against which all prices are evaluated
ma; be adjusted on motivation to and approval by the GCE.

A tidder's score for price must be added to the consolidated score for SD,
BBE-E and FRC. The Bid with the highest score must be selected unless there
are ohjectve aiteria other than the evaluation criteria that justify the award to
ancther Bidder. This discretion must be exercised sparingly. Examples which
would justify the award to a bidder other than the highest ranked bidder
Inch.des instances where the highest ranked bidder has just been fined a huge
' amcunt by the Competition Commission which impacts on its ability to deliver
on the conlract; or notice has just been recelved from iSCM Govemange that
the company has been placed on Transnet’s List of Excluded Bldders.

e
! N
e ——

e, e
H - H

coo

-
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All Bids that have achieved or exceeded the minimum qu3fification thresholds for
firstly, LC (If applicable), SbfPreference and Quality/F ncionality proceed to
Phase 2, They must now be evaluated further in terms [reference and S© for a
second time, as well as Price.

oy
“—1-—-4

b) Method 1: Phase 2 (Refer paragraph 13.1.1 gbove)

Only the Bidders who had met the predetermined thzsholds for firstly LC (if
applicable) and both SD/Preference and Quality progre ss to this stage.

e ]

() Score for SD

With regard ta the evaluation of SD in this phase, ro new evaluation tokes
place, The points awarded to Bidders in Phase 1 for SD are simply welghted
and added to the weighted scores for preference sr-d FRC both Current and
Future strictly in terms of the oiteria as stipulated In & e RFP document. S

et

e T W R
. . ! r

{i) Score for Price

- Before conducting 2 mathematical evaluation of prics, a coghitive evaluation
,{ } will be conducted In order to determinz the reas nableness of the price
{ quoted. Afl bldders will be required to provide s.aporting documentation
motivating thelr price e.g. complete a checklist ind ating which aspects of
r thelr bids have been quoted for. Such a checklls- will be included 25 a
) returnable document in Transnet tenders and will alic ¥ Transnet to conduct a

comparative analysis in terms of pricing. Bidders v ho Rl to quote on all
Transnet mandatory raquirements will be declared no- respensive,

f
;) Next, select and utilise the automated scorecard for M athod 1.
The following formula has been built Into the au omated score sheet o

.
,; } caleulate the score for price;
- ps=20 i
: Ft
| }
L]
: . Where: Ps = Score for Bid under considerat on
Pt = Comparative price of Bid unde - consideration

Pbm = Benchmarked price calculated using average price of
blds received less 10%
W1 = The percentage score given tc price

score of the full points allocated to price.

The method to calculate the benchmark agalnst whicy all prices are evaluated
may ba adjusted on metivation to and approval by th- 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 criteric that justify the award to
another Bldder. This discretion must be exerdised s_aringly. Examples which
would justify the award to a bidder other than tr2 highast ranked bidder
: Includes instences whare the highest ranked bidder b 15 just been fined a huge
{ amount by the Cormpetiion Commission which impa-is on its ability to deliver
on the contract; or notice has just been received frc 11 ISCM Governance that

the company has been placed on Transnet’s List of E: ZJuded Bidders.

l Bidders with a price Jower than the benchmark wi' be given an automatic

—
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Where two ¢ more Blds have scored the highest equal points based on Price
and 5D/Prefzrence, the Successful Bid must be the one with the highest: score
on preferenc

-

=
—

Pricing Offe-

All Bid priciry offers must be reduced o a common base In a comparative
schedule in - rder to facilitate 3 fair comparative analysts. In arder to fadlitate
a falr comps ison between Bids, it Is necessary to distinguish between the bid
price and cc-nparative price as the Bld price may not indude certain factors
Impacting o cost. As stated In chapter 16 above on Bid Preparation, it is
necessary tc provide alf Bidders with a uniform pridng schedule to ensure all
Bidders indu:le not enly the base price, but all other factors that may Influence
total cost of :wnership (TCO). If a comprehensive pricing schedule is provided
by all Bidders, it will ensura that prices received are already on a common
_basis, Fallinc thls, Bidders must be asked to re-submit prices in accordance ... ..
with a dear pridng schedule; alternatively, prices must be reduced to a
comparative schedule as follows:

LT B
el T P ) S

Foem—y
p—
Q 1
l:_;,s-'_‘..;'
—

«  Whethe: the cost of transport has been factored Into the 8id price,

= Incoterriyelated costs, 1.e. 21 other transit-related costs in respect of
Goods supplied from abroad, must be added to the Bld price. These

I Include: Inspection costs, frelght and Insurance (from the place where the
l landing -hasges, customs duties, Import duties, wharfage, etc.

} Goods tave been offered to the destination where it shall be delivered),
»  Uncond fonal discounts must be subtredted from the Rid price, where
) zpplicat’e. '
, «  Other oonsiderations which affect a non-fixed Bid price such as price
I adjust=nt factors, cumrency, etc. that affect the prices over the full
period ¢ part of the contract period.

« Time v:'ue of money where cash flow implications differ, e.g. when
upfront ar staggered payments are required rather than a lump sum
paymen - at the end of the contract,

] g =  Differer s in Quality which can be expressed In monetary value, e.g. if
CNE one bic 'er's brake blods guarantees a 209 more usefut lifespan than
\TD another 3idder’s.

«  Any off ¥ incidental costs which may arise from the acceptance of an
offer.

i Any modific:on to the bidder’s origlnal Bid price due to the process of
} reaching con pargtive pricing must be valldated with the Bidder him/herselF,

Arithmetical “rrors, |.e. obvious arithmetcal errors, must be pointed out to the
i Bidder {with cemnission from the AC Secretary) and correcied figures utilised
l for comparat ve purposes, ‘

The compar: Hve schedule should reflect the comparison of prices under the
l [ } following hez Jings (delete where not applicable):

: T!endered prices
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WU L Flgure [36]
Frorn F Tgure [36] above, Bidder B becorr :s the Preferred Bldder as he has attained the hlghst
score out of 100, The recommendation to he AC will therefore be in favour of 8 (and not Bidder D
although D has the highest B-BBEE contrit stion level or Bldder A who Is the cheapest),

e

[ e
P tim—

18.5.2 Applying the criteria in Meth: d 2
Phase 1 of Method 2 Is exactly ti-2 same as Phase 1 of Methed 1. The difference

I Li . Arith-aetical corrections
P . Comn arative prices
l . Proj= ted prices
! . TCO djustments
I ™ . Total comparative prica
. (i) Score for Preference
[ Preference is scored according & the B-BBEE scorecard and FRC Current and
; Future In the final evaluation stege.
‘ . - - —
2’ EXAMPLE 1 (Automated score sheet 'n respect of Method 1)
I - HAStS FOR COMPARATIVE OFFER : METHOR 1: PRICE {£0] $3 (26} BRZ . 2 {19) AND ERC {10]
'
1 '
T ) I ) Name of Finanatal Gfer Camparktive Fhintfar [Poin for] BOBEE Leve) [OOPES Foim] Poiats | Talal Overall  |% Premium]  Pramium
Tonderer: 1] Cfer Financial § 83 ax |of Contribution| putof 40 | for FRG lpolntout| Ranking payable | payablein
l Ranked lowest {Pm} v [Max 2 {Laval 1ta 8} { {scorecard |{Uar10}} of 100 | Peloe, 5D, Rands
1o highest (1) aetv) Function.
| Prics aTity sndt
BEBBEEE
§
l ' mﬁ Ulnimum threshald far 2D and B892  not mel
r S T e e T T
{ R 115,000,000} «* R 414,000,000] ", 50.00 . | 14. 3 Level 3 I 7 T B T E et
i _Wi?fﬁ!ﬂ.w.@? TR s T tewit | itoct| 5 | doye [etgas {aites o B3R
| R 122,008.050] .. N 118,008,000] | 88,54 . ] Tevald fo.cad.- ] & BASd | o d o) “§ R3,888,7:
[ W%l.:@nm.m.ono. IXE 8. 5 Level 2 o] 7 e ] e | “i84s f REMEES
i .
L_Il "} 5° Scarerard (107 43+ | 5. TOTALGOY
[siDoER A et L= Baior]
r BICOER © TLl v 2R8TCES
H BIDUER G 243
4 BIOLER D Yol I XTBTY
[ SODERE 31 ¥4 = 1TV (Menmeporsive « maimum Ihveshokd nat met)
)
K
1 o o
; between the two methods Is In Pi ase 2, where Quality/Functionality is added as a
L fourth evaluation criterion and civen a weighting greater than price, SD and
preference.
: J Select and utilise the automated s:recard for Method 2.
i i
: |, .
- A bidder’s score for price must b= added to the consolidated score for SD, BBBEE |
and FRC.
3
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Where two or more Blds have scored the highest equal polnts based on Price,
Quality and SD/Preferenc:, the Successful Bid must be the one with the highest
score on quallty, since qu:lity carries the highest wefghting.

Such criteria must ba com nunicated in advance In the bid documents,

-y —ea

- 1
e L — Wt
(.'I ) .
[
N

Ll
[

PRNI.

- 18,6.1

1

M N

-

I 18.6.2 Therecommendation ta the AC
. ] a) A recornrnendatfon fer the award of the business must be drafted for
submission to the rz'evant AC. This must be accompanled by the evaluation
l ] report motivating he # all the refevant selection criteria have been evaluated.
I : Chapter 18: Evakuation and Recommendation Page 146 of 202
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ﬁ 'l EXAMPLE 2 (Automated score sheet in respect of Method 2)
t’ RANS PORCTMPARATIVE OFFEN : METHOY 3 PRICE {20y TEGH SAL (40160 (2] REAXD [1e} ARE RS [s2]
i Hamaof | Finasclal Offer [ Comgaratva | Poima ! ¢ | Pointa for | Painis for [RASES mul BBEEE [Paintylor) Total Quarall % Prmivm
{ Tendares: [1g] Onar Findpeial ~Mer| Twctmisal | SO [Mzx ef Pointertol] FRC | pafnioul| Manking | Pramiom| payablsin
; Ranked Pm) [Max 37t Maxd9) 29] | Comtribution " (Mag1ti| oi100 | Price, | patle | Rands
H Towustte MLevel 110 7)| {scomeard Technleal
" highagt Prica only) o,
= Funzian-
¥ wiity and
{ 370
i 3 O] RE = |NONAEWPONSIVE~ Minimum thieshold Ir. S0 and BEBER no) min
; T b o WA g = T e R s S N N R D A R T RN e B SN L5
ba e - - BIDOER A R 45,574,84] nu.m,m s E 14,00 [P S 77 |ceres fr A {cab0fz o RO
- ] RV, 90,574,503} o) anas Rk7 1 BT 5 o TRET.) X ). 1Ad | Riszea
i BUUGA & CRE LR OGO ERSLEREY T (AT teveld T s 16T | - A, . ). 6.0 | REs331a
] th.E.‘ﬂ:‘.a‘a,ﬂ_d,m RN 3490 1551 Lvel 2 B 7 TIUA2 4 o9t - | oTLMA .| R7E3%0,408)
g At
Techni=al {4T)

! BIDOER A 45% 18
) RIDDER S L A
: BDDERC B0% i

B ° 5% E)

JSD0ERE Sk 20 = firs - miabmum i nol mot}

Recommendatlon
Prepare TEAR rec wt containing recormimendation to the AC
Record proper . wtes of all the proceedings

t

18.6 RECOMMENDATION

Tender Evaluation arn 1 Recommendation Report (TEAR)

After a bid is evaluatec a TEAR report should be completed by the Chairman of
the evaluation committ :e setting out how all relevant evaluation critera were
measured and how Bidc 2rs were ranked as a result of the evaluation process, The
mobivation for the awar | of business must be supported by the_evaluation score
sheets as well as a cc iy of the automated scorecard, These documents must
accompany the AC su mission regarding the final award of business or the
subrmisslon ta short-list ‘or post-tender negotiation.

The TEAR report must substantiate the resuits of the evaruation This Indudes
reasons why a Bidder v 35 eliminated, for example, due to non-responsiveness or
fallure to meet any mini num technuzl qualifying criteria, '
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= I

The aveluction pansi may be called wpon by the AC to darify any
uncerainti=s,

=3

b) When for whatever reason, it Is considered in Transnet’s best interest to award
only @ porton 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 2 new closing date and time, This Is. because & reduction In stope
may Impact on pridng / discounts offered by Bidders which in turn could affect
their competitive position.

ey —— -

18.6.3 Reasons for recommendation

a) The reasor; for recommending a particular Bid(s) must be clearly stated by
the recommending officers,

Sy o

i

b) When only one technically Acceptable Bid Is recelved and recommended for
acceptance, it shall be indicated whether the prices are falr and reasonable
and how th s has been determtned (e.g. benchmarking against previous prices
etc.).

-

c) If a Bid ouer than the Bid with the overall highest score is selected, the
recommencing officer shall provide a full explanation for this dedsion, and
stata which obfective criteria are relled upon o justify the recommendation of
such Bid.

T
—

D . d) In the evedt that two or more bids have scored equal total points, the
' successful ldder must be the one which scored the highest number of
prefzrence aoints 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.

) €) Should twe or more bids be equal in all respects, the award shall be decidzd
} by the drav.ing of lots.

l,. 1 " Chapter 13: Evaluation and Recomme: dation Page 147 of 202 .
2 August 2012
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CHAPTER 19 : POST TENDER NEGOTIATION
18,1 POST TENDER NEGOTIATION (PTN)

15.1.1 Fu t Tender Negotiation is an effective tool to drive down cost or extract further
vz 1e for Transnet end can be used very effectively in conjuncdon with any
pr.curement mechanism. PTN is used after the evaluation process has been
cc wleted and the Preferred Bidder/s have been identified and appraved by the
re’ vant AC, based on the aiterta as set out in the RFX, PTN Is normally reserved
for high-value, strategic commodities, but it may also ba used In lower value
tr= sactions where it Is considered that further value for Transnet can be extracted
frc n this process, Depending on the drcumstances, this tool can be used either
wi'1 all technically compliant Bidders, or a selected short-list, or even with the
Pr: ferred Bldder only, but subject to the follawing requirements to ensure good
i 20rate governance.

19.1.2 I order to ensure that PTN is conducted in a fair manner, shortlisted Bldders
. sh uld be negotiated with Individually. The negotiation process should follow the

ol sa" 2 agenda for all Bidders, After negotiation the Bidders should submit their best-
) ar. -final offers, in the relevant tender box, by a spedfied closing date and tme,
Af: ¥ proper evaluation of all best-and-final Bids recelved, business is ultimately
av wded to the highast rank Bidder, based on these offers.

! ’ 19.1.3 PT i may only tzke place it the RFX document contained a dause stating that
{] "Tv nsnet reserves the right to enter into post tender negotiations with a Preferred
Bi: Jer or any number of shortiisted bidders’,

j'l] 19.1.4 Be e PTNs are conducted with the Preferred 8idder or shorf—listed Bidders, it

| m it be approved by the relevant AC. The R-value of the proposed contract to be

ne otleted will determine within which AC's jurisdiction the matter falls. (Refer to

pe.graph 19.3 below for instances where PTN Is envisaged for transactions falling

be! 'w the AC jurisdiction.) The submission requesting authority to negotiate should

inc ide the following:

o li. 2 of Preferred Bidders {or Bidder) and how the list has been determined
ir “luding the threshold set for qualification for PTN;

= Il 2 campaosition of the negetlating team,;

= T 2 targeted price reduction;

. J i » I 2 increase in SD commitment;
\TD « E 3BEE commitment;

« if 2 motivation for FTN; and

«cwer aspedts that will be negotiated to achleve a "win-wln”" situation, e.q.
p.yment terms, minimum order size and frequency, delivery, lead times, etc,

15,2  AUTE RITY TO ENGAGE IN PTN (transactions falling within AC jurisdiction)

19.2.1 Mz ers falling within the jurlsdicdon 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

;J ma ner, Indicating In detall the process followed In determining the shortlist of
Bid ‘ers to be negotiated with, detzils of the agenda that will be negotiated, ete,

I {re”xr to paragraph 19.4 below).

i a) -'pon recelving AC approval, and completion of the PTN process, and the
! asultant evaluation and scoring of the best-and-final Bids, full details of the

Chapter 15: Past Tend=' \egotiation Page 148 of 202
August 2012
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best-and-final effers, 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, technlcal, financial and
commercial {(marketing) and legal disdplines, (where appropriate), to fadlitate
unity of purpose from Transnet’s perspective and to enable the Bidder to deal
with 21l 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, espedially In respect of transacticns falling below the
AC minimum Rand thresholds, for certain offidals (preferably In procurement), to
be given spedfic sanding 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 obtzined from the Manager or CPO and must be Induded
in the Delegation of Authority of the refevant officdal. Copies of this should be
filed with the AC Secretariat. The standing Delegation of Authority must dearly
reflect the maxdmum transaction value for which the offidal may conduct or
approve PTNs, without prior AC approval. Full detsils 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 authosity to
communicate {refer to paragraph 17.4.3) and separate PTN authority must be
obtzined, Standing Delegated Powers to negotiate wili be granted with great
ciraumspection and only to employees who have demonstrated the necessary
negetizton <kills,

¢} Detniled records must be kept In the relevant files of the Bidders who have been
negotiated with, how their eligibility for PTN was determined, incuding their
best-and-final offers recelved. Coples of such standing authority must also be
kept on the relevant files. Standing authosity to conduct/approve PTN should not
exceed the mintmum R-value thresholds of the AC. In such cases the process as
outlined in paragraph 19.2 ahove 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 Jmprove on such price In order to be awarded the business. This Is
considered as “horse-treding’ and is considerad an unfalr 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 declarations of interest and
non-disdosure or confidentality agreements when appolnted to such teams. These
forms must be kept on the appropriate files as an audit trail,

19.4.3 NegoHations must be preceded by thorough research and a caucus discussion by
the cross-functional negotiation team to be able to obtein a co-ordinated approach.

a) To ensure falrness, the same agenda must be used with all short-listed Bldders
to enpsura that all Bidders are provided with the same informaton and the same
oppertunity to improve thelr Bld in all respedts. The agenda must be made
known in advance to all shortlisted Bidgers so that they can prepare for the
negolations, The final evaluation criteria against which the best-and-final Blds

j Chapter 19: Post Tender Negotiatan Page 149 of 202
_ ]1 August 2012
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will be scored should also be disch. sed to the shorilisted Bldders, Such oriterla
may only differ marginally from the xiginal criterla as per the RFX document.

b) The objettives of the negotiating '2am must be recorded in consultation with
the relevant disciplines concerned {-.g. finandal, SD, technical and commerdal).

c) The objectives should be appr-ved by the relevant AC. The fimandal
advantages, or other objectives scught {e.g. B-BBEE commitment, Enterprise
Development Initiatives, faster d:ivery, etc), must be gquantified and no
negotiation will be regarded as finz until ali the approved ohjectives have been
properly negotiated by the negotiatng team. After recelpt and evaluation of the
best-and-final offers, the results must be recorded agalnst the envisaged
objectives. )

d) Under no dircumstances should a Frferred Bidder be Informed that he has been
awarded a contrect prior to the PTN process, as that would jeopardise
Transnet’s negotiation power, ' ’ B

g) Whera PTNs are conducted with a <uly approved short-list of Preferred Bidders,
all such Bidders must be requestec ta deposit their “best-and-final offer” In the
tender box by a set dlosing date.

f) This method may also be employ=1 in the single Preferred Bidder scenarig, if
there is reason to belfeve that this 1 1ay yield a further price reduction, or extract
further value for Transnet, subsequ-nt to the negotation session.

q) Although PTN offers shortiisted Bic Jers 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 substantally fram the terms
and conditions of tender set cut in # ve original RFP document,

15.5 APPROVAL TO AWARD BUSINESS AF ER PTN

19.5.1 Business may be awarded to one of he shortlisted Bidders or split between any

19.5.2

19.5.3

19,54

number of shortisted Bidders.

It Is possible and permissible for the r:nking of shortlisted Bldders to change from
the first evaluation stage when the s orilist was determined, to the final ranking
after PTN was conducted and tha best and-final Bids were evaluated, provided that
PTN was conducted strictly In terms of e rnules as stipulated above,

In Instences where the relevant AC ha authorised PTN with a shortlist of Preferred
Bidders, the ultimate award of the bus aess, whether awarded to one or more than
one shortfisted contender (l.e. a spli-award) should again be presented to the
relevant AC which approved the Prefer.2d Bidder/short-{ist. :

In instances where the relevant AC as authorised FTN with a single Preferred
Bidder, the ultimate award of the bus 1ess 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, ipfront, due to operational requirements,
{urgency etc), in which ease the final r 2gotiated terms, and contract value needs to
be reported to the AC for information ; urposes only.

Chapter 191 Post Tender Negotiadon Page 150 of 202
August 2012
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CHAPTER 20 : ADIUDICATION

20.1 GENERAL PRINCIPLES

Adjudication can best be described as the validation of the process leading to the
recommendation of the Successful or Preferred Bldderfs, It 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 contrecting powers and as such de not actually condude

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, ona of which Is that the person with the necessary DoA
has to slan the actual contract. Ukewise, the person with the necessary DoA may
not execute his DoA and sign the contract, without the relevant AC approval of the
process,

202 THE ROLE OF THE AC DURING ADIUDICATION

The function of the AC is to validate both the process related aspects as well as the
commerdat aspects of the bid process. The AC is required to satisfy itself that all Bidders
were treated falrly In the bidding process and that, the process was conducted In accordance
with the applicable regulatory framewark and Transnet’s Internal rules. The AC Is also
required to determine that the price to be pald by Transnet Is market related, that the
commerdal terms and conditions are fair and reasonable and that the award of business Is In
the best interests of Transnet.

Factors to ba considered during adjudication indude whethsar:

20.2.1

20.2.2

20.2.3

20.2.4

20.2.5

20.2.6

20.2.7

2028
20,29

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

all Bids are still valid i.e. stiff within the validity period;

communication with Bldders after the desing date was properly authorised and
conducted in a fair manner;

Bidders were evaluated agatnst the evaluation criteria stated in the RFP;

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

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

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

the recommended Bldder has legal capacity to enter into a contract;

the contract is to be awarded to tha same business enterprise as the one which
submitied the Bid;

20.2,10the recommended Bidder submitted a valld and original tax dearance, VAT

certificate (where applicable) and whether the recommended Bidder complies fully
with all legal requirements stated In the RFP;

Chapter 20: Adjudication Page 151 of 202
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20.2.11 the recormmmended Bidder 1s not insoivent, In receivership, bankrupt or being wound
up, has his affairs administered by a court or judicial officer, has suspended his
business activities or Is subjed to legal proceedings in respett of the aforegoing;

20.2.32 the award of business to the recommended Bldder would not be harmful to
Transnet's image. In this regard, it must be borne In mind that Transnet s a public
mmpany and Its sole shareholder Ts the Govermment of the Republic of South
Affica. For this reason, business tansaclions with enttes that could harm
Transnet’s image should be avoided;

20.2.13 price and other commerdal terms are market related; and

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

203  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
consicered at the evaluation stage. If on reasonable grounds it Is determined that there is a
material risk involved in awarding the business to that particular Bidder, the AC may,
depending on the likelihood and conseguence of the risk materalising recommend cne of tha
following:

« not awarding to the Bidder;
= awarding part of the business to the Bidder; or
»  splitting the business between the Bidder and another Bidder,

The concept of materfal risk must be Interpreted restrictively and ba limited to Instances
where Transnet would be severely prejudiced by the award of business to a particular Bidder.

20.4 SPLITTING OF BUSINESS

The AC should enquire whether the splitting of the award of business was consldered during
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
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 valld grounds fer doing so.

Bidders who qualify their Bids on the baslis that the whele Bid should be accepted (In conflict
with tha bid conditions) must be advised that the restriction must be withdrawn before their
Bid can be conslderad.

20.5 DISAGREEMENT REGARDING AWARD OF BUSINESS

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

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

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 maygbe considered by the AC at any stage of the process before the
Successful Bidder [s finally selected and Informed about the bid award. Once a
Successful Bldder has been selected and Informed about the ovtcome of the bid

Chapter 20 Adjudication . Page 152 of 202
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process (i.e. hefshe was awarded the bid), Transnet Is sald to be functus offido
and can no longer cancel the bid process without an order of court autherizing it to
do so.

20.6.2 It should be noted that a Bldder can only be regarded as the Successful Bidder

20.6.3

20.6.4

20,6.5

066

20.6.7

Chapter 20; Adjudication

August 2012

when hefshe was unequivacally informed that the bid was awarded to him/her, An
award that 1s made subjéct 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 negoliation and condusion of a subseguent
contract does not amount to belng selected as the “Successful Bidder” as the award
Is conditional and subject to the outcome of the pegotiation process.

Group legal f the OD Legal departiment should be consulted before a dedsion to
cancel 2 bid is taken to advise on the legal risk associated with cancellaion and
also whether Bidders should be Invited to make representations before a final
decdision can be taken. ]

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.

Non-award of business {as a result of Transnet’s bad planning) should for obvious
reasons be minimised as Far as possible as Bidders expend a significant amount of
tme, effort and money when preparing and lodging Blds. Non award has the effect
of cancelling a bid and the AC must therefore act judiciously when authorising a
rion award 50 as to minlmize prejudice to Bidders.

When no 8id can be recommended for acceptance, the Manager concerned shall
provide a motivation to the AC cleady staing the reasons why no Bid can be
recommended and give an indicsion as to how need for the required
Goods/Services will now be met.

The AC may approve a non award under the following drcumstances:

a) Where due to changed clrcumstances 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 &ncelled
and re-adveriised;

c) Funds are no longer avallable ta cover the envisaged expend|ture;
d) No Acceptable Bids were received;

€) When a material Irregularity has occurred in the bidding protess which cannot -
be remedied, other than through cancellation; or

f) Al blds recelved are well over budget and considered to be excessive,

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 & non-award Is authorised on the basis of ground €) above, Bldders not
Involved in the material Irregularity should be reimbursed.

Page 153 of 202
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Chapter 21. Award of Business & Contracting Process

» Approval of acczaptance of bids not to be .

antxc:pated
-+ Decision to accept b[ds or offers * .

« Notices of acceptance & non-acceptance :

. Applicat]ons received in terms of PAIA

+ Delivery of acceptance

» Formal written contract (letter of- award)

+ Contracting with the second ranked bldder

* Approval of contracis for penods exceedmg 2
years' '

5 Chapter 22: Post Award Contract Management _
X .

- Post award functions

. Servica delivery management *

- Supplier relationship management

« Contract administration :
. Indicatlons of successful contract management

!
i
m}‘

.
f‘.'l i\
it

R
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’ 'Deﬁnltlon of blackllsting -

. Grounds for b[acldistmg
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. Factors to cons!der before blackllst]ng
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CHAPTER 21 ; AWARD OF BUSINESS AND CONTRACTING PROCESS

21.2 APPROVAL OF ACCEPTANCE OF BIDS NOT TO BE ANTICIPATED

Mo employes shall anticipate the approval of acceptance of bids, Therefore, no employes
may enter into contradts 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 the appropriate CoA.

21.3 DECISION TO ACCEPT BIDS OR OFFERS

21.3.1 A Manager may only communicate the acceptance of a Bid l.e. issue a Letter of
Award and proceed to condude the contract If the following provisos have been
adhered to:

a) hefshe has complled with all Internat polides and procedures and oblzined the =~ ~ 7
AC's concurrence by means of an AC resolution or (if appliceble) appraved AC
minutes;

b) he/she has confirmed that there [s still a need for the Goods/Service(s);
c) he/she has confirmed that the appropriate funds are still available;

d) the value of business awarded is within the leve! of his/her powers to confract In
terms of his Delegation of Authority;

" @) where the value exceads hisfher powers, he/she shall obtaln a mandate from
higher authority to condude and administer the contract; and

f} where the value of business exceeds the relevant OD CEQ's Delegated Powers
to contract, the relevent higher authority (e.g. Transnet GCSCO, GCFO, GCE,
BADC or Transnet Board) must conclude the contract. Altematively, 2 mandate
must be sought from the relevant higher authority In Group in favour of the OD
CEO to conclude and administer the contract, The award can be to one or more
spedfled contractors for a spedfic amount/s, but the cumulative value of the
business {individual contracts) shall determine the approval authority reguired.
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 effedt amendments to it not exceeding 10% of the initally approved
contract value. Such mandate must be In writing and kept on the appmprlate
file far record purposes.

214 NOTICES COF ACCEPTANCE AND NON-ACCEPTANCE OF BIDS TO BE
FINALISED

21,41 As soon as possible after approval to award a contract has been received, the 0D
which invited the Bids shall amange to Inform the Successful or Preferred Bidder(s)
of the acceptance of his Bid. This notlce may only be communicated by a person
with tha necessary DoA, or a person with a written mandate for a specific confract.
Unsuccessful Bidders shall be advised in wiittng of the name of the Successful
Bidder. On award of business to the Sucressful Bidder all unsuccessful Bldders
must ba Informed of the reason as to why thelr Bids had been unsuccessful, e.g.
price, delivery perfod, Quality, SD, preference or any other applicable reason.
Please refer to the standard regret letier templates avaiiable on the i5CM Transnet

| Intrangt. It is essental that the reasons for not accepting a Bid are factually
correct, as the regret letter could form the basls for liigation against Transnet.
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21.4.2 The details of the contract award must be placed on the Transnet internet site.
These detalls must indluda:

a} bld number and description;

¢
L

]
|

b) name(s) of the Sucressfui Bidder(s) and preferences claimed;
c) the contract price(s); and
d) the duration of the contract.

2L5 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. It is important to note that all requests
ORI recelved In terms of PAIA or PAJA must ba dealt with immedlately, as there are deadlines ™~ -
within which ta respond to the requestor,

216 DELIVERY OF ACCEPTANCE TO BIDDER

2L6.1 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 defivery of

l such notice-of acceptance to the above-mentioned cffices shall be considerad as

_.3(_

delivery to the Bidder.

ey
L

21.6.2 Where a Bldder has been Informed per fax of the acceptance of his Bid, the
admowledgement of receipt transmitted by his fax machine shall be regarded as
proof of delivery to the Bidder.

———
[ e §

21.6.3 Where a Bidder has been informed by e-mall of the acceptance of his Bid, the
“delivered message” on the sender’s mailbox wil be regarded as proof of delivery.
Where the bidder’s mallbox is set to allow for *Read messages” to be transmitted to
the sender, these should alse be kept as an audit trail.

e
et

21.7 FORMAL WRITTEN CONTRACT {(LETTER OF AWARD)

A formal commitment In the form of a written contract is entered into with the Successful
Bldder (Letter of Award)

Contracts provide the framework to mitigate risks and to measure operational and financial
performancea as well as compllance with busiress obligations and regulatory requirements,

A contract arises when an offer made by the Bidder Is accepted, The Bid submitted by the
Successful Bldder, read together with Transnet’s [etter 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 tima as Transnet and the Successful

Bidder have been able to condude & written contract to formalise their contractual
relationship.

- —
—r—————

—d
A
e A

k)
.

i T T e
Srer—— r————

Although a verbal contrect is equally binding on the parties, it Is Transnet’s policy that only
formal written contracts shall be entered Into with the Successful Bidder untess the Goods or
H Services are for Immediate delfivery or exeaution, In which case a formal order must be
; processed.

I J 21.7.1 Letter of Intent (LOT)

. a} A Letter cf Intent is Issued when a Bidder has been selected 2s a Preferred
Bidder. The LOI informs the Preferred Bidder of Transnet's intenbion to negotiate
I J and conclude a contract with it. The LOI also makes It dear that if a contract

l l Chapter 21: Award of Business and Contracting Process Page 156 of 202
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cannot be agread upan, Transnet reserves the rght net 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 LOL

b) The valldity 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
perlod, The extension of the validity period of a LOI should be-avolded and only
considered in exceptional drcumstances.

) Only if the Goods/Services are critical for operations, will it be permissitie to
draw off a LOI, whilst the negotiaion process is underway. In such cases the
LOT serves as a proxy for the binding Jegal agreement and under its authority
- Trarsnet may place orders on the supplier for its interim requirements, durlng
which period the final agreement will be negotiated and finalised between the
parties. Should negotiaions between the parties break dewn for any reason, the
supplier may immediately Involce Transnet for all reasonable costs for
Goods/Services delivered (based on proof of delivery) Such amounts shall
become due and payable by Transnet,

) s [ tbincts Fmpononcenios | mmnaiiullt st R Sutis

d} It is important to note that the longer the LOI is allowed Yo continue, the less
likedy it will be that Transnet will be able to leverage Its negotiating power to
change a contract condition to benefit Transnet,

:—.-_-.3

e) When Issuing an LOI, one of the approved standard templates available on the
] intranet must be used.

e -y

21.7.2 Use of Transnet's Standard Agreements

Where Transnet has standard agreements or terms 2nd conditions In plaes, it is
} imperative that the standard template {avallable on iSCM Transnet Intranet) be used
unless there are cogent reasons why such standard agreements cannot be used in 2
- particular Instance. Any omissions or additional clauses to such standard agreements
‘ } must ba captured in a schedule of spedial conditions. Should it not be possible to
utilise a standard agreement, any nen-standard agreement must be vetted and
signed off by the relevant OD's Legal Department or Group Legal. The deviation from
I the standard agreement must be properly motivated.

it is always advisable to indude Transnet’s standard requirementsfterms and

conditions/agreements in the bld documents andfor RFPs. The respondent(s) will
2 therefore be made aware of Transnet’s requirements/expectations In advance.

7_1)- e 21.7.3 Process for expediting contracts
{ ' On award of the bid, the following process must be followed In expediting a formal
E contractz
L a) The employee responsible must draft the contract usina -the appropriate
. Standard Template plus a schedule and service level agreement (SLA) (where
) - applicable).
1
L.

b) He/she must present the draft contract and SLA to the Transnet representative
with the requisite DoA and obtaln his/her approval of the contract and SLA in
principle.

-

¢} Two duplicate originals of the contract and SLA must then be presented to the
external party for slgnature.

-
f.

d) Once the external party has signed, the duplicate orginal contracts and SLA
must be returned to the Transnet representative with the DoA for signature,

-

-
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One original must be forwarded to the extemnal party and the cther must be
kept by Trensnet.

&} The contract and 8 copy of the SLA must be stored in 2 secure repository and be
readily avallable when reference to it is required.

21.7.4 Non adherence to exis.ting cantracts (‘Maverick Spend”)
a) As a general rule, Transnet Is required to acquire the relevant Goods/Services

only from the contracted supplier. Transnet is exposed to legal rsk if It
purchases GoodsfServices outside of the contract.

o ey =y

,..M-_-,ﬂ.,,.
N
‘
|

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 ba entered into In the name of Transnet SOC Ltd -

All contracts shall be conduded, as soon as possible after the award of the business
to the Successful Bidder, in the name of Transnst SOC Ltd, according to guidelines
issued, It shall be stgned for and on behalf of Transnet by a Manager with the
appropriate DoA.

&

o~

ey
P [

.
Wi o

21.7.6 Transnet may insist on a suitable security/guarantee for fulfilment of
contract

the delegated Manager entering into @ contract shall ensure that adeguate
sceurity Is obtzined for the Rulfitment of the rontract. It shall preferably be in the
) form of a guarantea by a bank or approved guarantee corporation, or a deposit
with Transnet of approved Govemment or munidpal stock In negotiable form.
All securities shall be safely held by the OD concemed which shall keep a
register thereof and shall ensure that the security does not lapse before the
: contract is completed.

1

b) Cash deposits or @ "guarantea” in the personal name of an official of a bank or
other institution Is not accepteble,

c) Provided that the contract document allows for that, one can also retaln part of
the payment as retention money. Retention money (performance guarantees),
nomally 5 to 10% of the individual paymerts, 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. Retentdon money is only refunded after
completion of the guarantee period (normally 6 1o 12 months, dependlng on the
risk of latent defects).

/ d) Dependlng on the risk to Transnet, these measures may be relaxed to facliitate
} Transnet’s B-BBEE objectives to develop small or emerging black companies,

5 21.8 CONTRACTING WITH SECOND-RANKED BIDDER

i |

L In the following cases Transnet will be allowed, at its scle discretion, to conslder accepting
the second most favourable Bld, provided that this option is exercised within a reasonable
perlod after the initial award: \

21.8.1 when a Successful Bidder, after having been informed of the acceptance of its Bid,
fails to slgn a contract within a reasonable perlad after being called upon to do so;

August 2012

I ﬂ a) When security has to be provided by Successful Bldders In terms of the contract,
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21,8.2 when a Successful Bidder has failed to provide the necessary seci.ty, if required;

21.8.3 when a Successful Bidder falls to meet a condition precedent for the award of
business {e.g. to oblaln the necessary funding, provide valid zadfor original tax
dearance cegtification, etc.), or

agreed upon; and

21.B.5 itis not pradical within the ime available to call for fresh Bids.
The award of business to the second ranked Bldder must be approved by e relevant AC.

21.9 APPROVAL OF CONTRACTS FOR PERIODS EXCEEDING TWO YEARS
The Main AC s to appmve all contracts for periods exceedtng two Years

No contract shall be entered Into for a period longer than two Years with>ut the main AC's
(or the person with DoA) written approval, except for large construction czatracts where the
period aliowed will be the completion period of the project. The same pit ciple also applies
with respect to the extensions of contracts, I.e. the initial period of the coniact together with
the extension may not exceed 2 Years without the main AC's {or the jerson with DoA)
appraval.

f " 21.84 when final contract negotiations with a Preferred Bidder fails anc a contract is not

-~

b
£

Property leases are also exduded 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.
|
J
I
i
1
i !
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CHAPTER 22: POST AWARD CONTRACT MANAGEMENT

(Alsp refer to the Contracts Management M....ual available

§

f

H on the iSCM Transnet Entranet)
{

|

f

Contract Ufecyde Management (CLM) is “the process of systematiczlly and effidently managing
oonlect creaﬂon, execution and analysis for maximising operational end finandal performance and
rr inimising risk”.’

Cantract Management is an end-to-end process but is often confusec with the concept of contract
. 2 Iministration which constitutes only one part of it. This Chapter adirzsses the core components
i ‘ 2.d activities of post-award Contract Lifecycle Management, induding contract administration:
. Delivery Management to ensure ”that the Gocds and[or Servfces ara bang
-dejivered, in accordanc= with' agreed per! ormante
‘costs and Quahty leve's seE out In e ccntract S

"l J—- [ bard

5 Supplier Relationship to manage Transnet’s lauonshlp wlth thé suppher
1 7o) Management iforderta devetop aryd Talntain an 0pen an
! ' . constructive assodaticn with the supptler

Contract Administration it (}l dertake th ﬁnal contrathJal proces g5 and

- i chgatEons l'equ]red ard comply) wn:h Transnet’s .
E } post-award pgﬂtues anj procedures TR
L ;
. I\ addidon there are three fundamental aspecis for consideration in refalion lo performance
} rr easurement:
i
. T PERFORMANGE FEEDBACK = [ i~7.-.. SOURCE .. o
t } Factual, objedive Information from the _ Normally obtmirad from IT systerns and
. supplier managed by ouiputs from the Service Level
r Agreement (SLA)
": } Feedback from users concerning A supplier refatianship function, typically
{ Service/Geoods received through questicwnaires, surveys, telephone
1 or face-to-face 2rquiry

The supplier's own experience of dealing A supplier refati nship function, reported

with Transnet through supplie- feedback
i 22.1 POST-AWARD FUNCTIONS
! ] The immediate post-award contract management activities estenlish the basic awareness and
L. procedures required to initiate Transnet’s an-going contract management obligations. These

" indude:

«  Ensuring that all relevant partles are aware of their roias and responsibllities In the
Immedlate implementation and transition process;

; « Checkng that the agreed processes for contract manajement are In place by both

i parties;

»  That knowledge transfer from the procurement or proje‘;t team (which may not have

{ Included members of the © IJ‘\I:rat:t management -team) ‘o the contract management

1
|
|
!
|
|
1
1
|
|
l
|
l
|
l
|
!
'
3

] team takes place to ensure successful management of th= contract
f} 7 Source: Aberdeen Group
i
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» That, wherz necessary, the continuity plz 1s for the seamless transition of the Service
from the previous supplier to the naw sup- ller will be carried out as agreed.

22.2 DELIVERY MANAGEMENT

This activity is concamed with Transnet’s zbili» to measure the supplier's performance in
terms of the contract, whilst managing the issctiated rsks. It is important that the
performance measures selected provide dear 23 derronstrable evidence of the success {or
otherwise) of the contractual deliverables. In ¢ ndple, issues such as the following should
typically be consldered:

s  rost and value obtalned;

+  performance and customer satisfaction;

« ‘delivery improvement and added value;

+  Supplier Development (SD), Empowermar and Local Content (LC) where applicable;
»  dellvery capability;

»  benefits reafised; and/for

«  suppller responsiveness.

22.2.1 Service Level Agreements (SLAs)

Contracts with suppiiers will normslly de ne tha service levels and terms under which
Services are to be provided. Service evel management ncludes assessing and
managing the performance of suppliers 7y ensure value for money.

It is generally beneficial to estsblish :n 5L3, since an SLA creates a common
understanding sbout senvices, priorities ' nd responsibilitles of both parties. Transnet
must dedde in each Instance whether or nct it Is appropriate to utilise an SLA.
However, the default position should be 3 esteblish an SLA.

Where applicable, an SLA must be put © place with the Successful Bidder to ensure
proper performanice management and t - miticate any finandal, operational, safety,
environmental or reputational risks whic' may adse during the term of the contract.

The SLA shall, at the very deast, govern " e following aspects:

= representative(s) from both parties +ho wil attend the meetings;
« schedule of meetings;

«  venue(s) for meetings;

« party respansible for taking minut- 5 (to Je approved by both partles prior to
circutation);

« rskareas to be measured (refer sui -paracraph 22.2,10 below);

=+  size of the samples to be tested In © rms ¢f performance management;
s key parformance Indicators (KPI); )

» required outcomes;

«  commitrment to remedial actions, w 2n nexded;

«  reporting on the results; and

« dispute resolution procedure In the avent of disagreement or deadlock bebween
the represertatives of the partiss dispure resolution procedures are normally
set out In the contradt, failing whi. 1 it i the Transnet Relationshlp Manager’s
responsibllity to set out the proce ures 0 be adopted — refer sub-paragraph
22.3.2 below)

Chapter 22; Post Award Contract Management Page 161 of 202
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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 reascnable level; if they are set too high they will attract
additional charges from the supplier;
priotitised by Transnet In order of imporiznce 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.

e SEE T

TRANSNET- REF&gDLE 200741
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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
1) oy ’:s-,-;_-:: -—{ o
I3 LT - = > -.ﬁcqg?—__fg"eﬁ’-' o uz ui—lActlon"’u--
DELIVERY Daily 99% on tine B8% Supplier to
all deliverles improve to
52%
Daily Accurate 59% accurate 100% MA
all deliveries
Daiiy Lead-tiines 85% lead- 40% Supplier to
1ins mek times met improve to
deliveries 70%
Daily | Paperwork in 100% 100% AA
all deliveries order paperwark
correct
QUALITY Daily No. of items | <2% Items o N/A
iing rejected by rejected
deliveries GR
Weekly No of items 0 lterns 0 N/A
all deliveries | rejected by rejected
production
Weekly Ttems <3% items 0 N/A
12 properly incorrectly
deliverles packed packaged
PRICE Monthly Price 85% of ltems 919 Supplier to
REVIEW 10 prices charged vs. in market improve o
market pricing range 95%
PAYMENT | Al payments Payment 90% q40% Transnel fo
within 30 payrents on improve lo
days time 80%

Chapter 22: Post Award Contract Management
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22.2.3 Performance review meetings

The following must be -bserved by the Relatienship Manager (refer sub-paragraph
22.3.1 below) prior to sndfor during the performance review meetings between
Transnet and the supplic

s ensure that perfor snce review meelings are convened at intervals as agreed
upon with the suppi'2r;

« .ensure that tangibl= proof of the supplier's perfarmance agalnst all the KPAs is
obtained prior to th= meeting;

proper minutes sha be kept of all performance meetings; and

over and above the requirement that minutes should be kept, a spedific record
{paper trall) shail t2 kept of recuring Instances of poor performance by the
supplier. Such record shall reflect the wverlous performance assessments,
interventions by the contract Manager, the remedial actions agreed upon, and
the results thereof.

- EE N e
- £

-
§
——

PR

SR
[ ] [ ]

22.2.4 Performance monitcing

g e
[

H : @) A process for mor toring the delivery of the suppllers must be set up by
e management to ersure continuing adherence to the supplier contract and
service level agresments. Suppliers must be monitored against agreed
performance melric defined In service level agreements and contracts, it must
be confirmed that s .opllers are meeting current business requdrements.

"] b) Contracted fees mu:t be in line with fees specified In the contracts,

¢) Performance metric: must ba periedically reviewed to ensure that they continue
. to support businzss requirements. Tmprovements in price, Quality or service
g must be sought anc where possible and built into the contract terms,

d) Benchmarking agai- st similar organisstions, appropriate International stendards
or recognised indu-try best predtices must be undertaken.  Benchmarking
resufts must be us-d to evaluate and compare suppller prices and services,
Results of benchme “dng must be used to make adjustments to current suppiter
contracts and agree. ents.

&) Independent audi'; must be undertaken with key suppliers and

I ‘ recommendations ¢ yained from independent audits must be reviewed by

— ————n . W———r

¥ ‘\"?,,‘ s Transnet managem: 1t for subsequent use to improve delivery,
22.2.5 Adherence to contra: tual sotrcing (Goods)
For Goods manufacturs 1 in South Africa:

When a contrect 1s p wed for Goods to be manufactwed In South Africa, the
supplier may not be pe mitted to substitute imported Goods without the AC's prior ™
written approval, For ¢ ntracts of velues below the AC's jurisdiction, the Manager
concerned may dedde whether imported Goods can be substitted. Where the
suppller has szcurad ti 2 business by reason of the Local Content offered, it shall
not be allowed to subs ifute imported Goods for those io be supplied from South

_ Affican sources. An e-eption to this ruling may only be considered when the
supply from the South . frican source has been curiailed due to reasons beyond the
supplier's contral.

RN L
-

\ i !
N 22.2.6 Conformance with s: 2cifications and detfivery instructions {Goaods)

y a) Inspection and shipr ent/dellvery of Goods:

Chapter 22: Past Award Contract Managzment Page 163 of 202
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All Go.ds are to be delivered striclly In accordance with the contract, Timeous
arrang qments must be made by Transnet for the Inspection and/or shipment
and de ivery arrangements, as indicated by the contract terms.

.. )
end

() In e case of Imported Goods:

The s:.aplier must notify Transnet or jts nominated clearing and forwarding
agent -5 to when consignments are to be ready for Inspection andfor shipment
In orde - that arangements may be made for inspection and/or shipment, except
in inst= nees where it has been spetified that the Goods shall be Inspected at
desting jon. (Refer Appendix € — I0C Incotarms 2010 for further detalils relating
to alte: ative purchase terms and related responsibilities of seller and buyer),

(i} In ¢ e case of locally manufactured Goods:

+  where Quality is not assured by means of SANS, 1SC or other
standards, suitable Quality assurance mechanisms must be provided
for in the contract e.g. Inspections during manufacturing process,

- =

Vo g

\oo inspections at polnt of despatch or delivery. A suitable dause should

_ ('«‘ be induded in the relevant contrack to the effect that Transnet

AR reserves the right to retum defective Goods for replacement in
1 accordance with specifications;

« where Goods are of such a nature that Quality ‘nspactions are not

deemed necessary, a suitable dause should be Included in the relevant

. contract to the effect that Transnet reserves the rght to retum
! defective Goads for replacement In accordance with specifications.

b) Acceptz 1ce of Goods received:
Transn- : employees responsible for the receipt of delivered Goods must ensure
that ali 3cods are provided:

S

() stric y in terms of the conbadt, i.e. the delivery note may not differ from
whe was required in terms of the contradt or purchase order; and

|
|

{ii) that he Goods delivered correspond exactly with the delivery nots, 1.e. short
supr ies should be dearly endorsed on the delivery note and over-supplies
shou 4 be retumed to the company, with the delivery nate clearly endorsed
as & h.

22.2.7 Remedy 7 r repetitive instances of poer performances

Whera po: - performances have been recorded and when ne Improvement in
parforman- 2 has been demonstrated by the supplier after several Interventions on
the part ¢ the Trensnet representative (induding the Imposition of penalties,
where apr cable — refer sub-paragraph 22.2.8 below), the following remedies
should apgp #

2} Should . 1e contract Manager believe that the supplier is unlikely to improve its
perforr . nce, the Manager must approach OD Legal or Group Legal to obtain
directio: regarding cancellation of the contract; and thereafter

b) Procure: .ent is to initiate the blacdisting process, if appropriate.

g It is of ut ost Importance that the spedfic additional recotd (a paper trail) of
recurring i fances of poor performance by the supplier Is avallable to inform the
recommenc tion to cancel the confract andfor to blacklist (see Chapter 23,

; paragraph ~ 3.4 for Blacklisting protocols).

r——
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It must be remembered that poor performance amounts o breach of contract.
Transnet’s contracts contaln a stendard "breach dlause” in terms of which a
defaulting suppller must b2 notified of the breach and afforded an opportunity to
remedy the breach. Only if this fails may steps be teken to cance! 2 contract.

:2.2.8 Imposifion of penallies

a) A penalty is a stipulstion in 3 contract (a “penalty dausa”) providing that a party
who acts in conflict with its contractual obligations must pay a sum of money to
the other party. Where a contrect provides for penalties in the event of breach
such penalty should be anforced.

b) However, unless a contact expressly provides for a penalty, a penaity may not
be imposed. Where a confract does net contain a penalty dause Transnet must
sue for damages arising from breach of contract, Damages must he recovered
by way of litigation ard only after the amount of damages is proven and
awarded by 3 court.

¢} Transnet cannot recovar both penalties as well as damages. Furthermore,
Transnet cannot claim camages in liey of penalties unless the contract stetes so
spedifically.

d) Penalties should be reasonable and not out of proportion to the prejudice
suffered, In terms of the Conventional Penalties Act 15 of 1962, a court may
reduce a penalty If it Is unreasonable, disproportionate and Inequitable.

%2.2.9 Failure by a supplier to nerform - liability for additional expenses

The bld documents (as well as the eventuzl contract) shall make provision for Lhe
Bidder to undertake that If, after it has been notified of the acceptence of its Bid, it
fails to perform, whether by nct entering Into a contract or by not undertaking any
steps when requested to do so within a peried stpulated in the bid conditions or
within such extended period as Transnet may allow, the supplier will be held liable
for any additional expense waldh Transnet may incur in having to call for Bids afresh
andfor accepting any less favourable Bid to complete the whoie or remalning portion
of the contract. In additior, consideration can also be given to placing such a
contracter on Transnet’s List of Excluded Bldders (See Chapter 23).

22.2.10 Risk Management
Risk can be defined as ‘the p obability of an unwanted outcome happening”.

It is advisable to seek to rerjove or at least mitigate risk whenever possible before
confract award. The obligations placed upon buyers to analyse, assess and miﬂgate
risk during the pre-award stzges of contract management ara dezlt with in previous
chapters of this PPM. These pre-award activities can be collectively summarised as
follows:

Analysis The pruces of idenufyzng all potent!al lssues that can go wrong
W|th an, acti ity and estlmating the probabmty of each happenfng

Assessment The procesc of assessmg the likely lmpacl: of a rlsk on T:ansnet

Mitigation Havlng ass: )ssed the rlsks and ldenﬂﬂed those requiﬁng action,.
rapons:bmr; for managing and mitigating them s alfocated, which
allocation rrust be dependent on the assessment of lhe Irke.!shood
and conseq ence of the Hsk .
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Contracts pravide the framework to mitigate risks and to measure operational and
financial performance as well as compliance with business obllgations and regulatory
reguirements.

Post-award risk management undertaken during the contract period comprises those
activities associated with identifying and controlling the risks that may potentially
affect the successful fulfilment of the contract. Risks to the contract include such
issues as:

L] ‘.

PR A

o [ack of capacity of the supplier, particularly If there are significant increases In
demand;

reduction in demand leading to higher unit costs borne by the supplier;
« an event whidh causes an increase in the totzl price to Transnet;
«  anevent which causes a programme delay;

« supplier staff changes;

« changes to the suppliers business objectives;

« deterioration in the supplier’s financial standing;

)_% ) « demand changes that cannot be met by the supplier;

e deterioration of Quality;

force majeure Issues;

market fluctuations for commoedities; and/or

«  [abour unrest.

s

e SR R S I
[ ]

L
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[
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When a risk is antdpated or percelved, to manage this involves the parties working
together to Identify wio has the responsibility for the risk, the method of minimising
it and how the risk will be manzgged. In order to do so the contract Managers must
undertake the following actions:

i,

«  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 [eading to the risk
ocouTing;

« identify the party best able to control the risk Itself;

= identify who should be respensible If the risk cannot be controlied; and

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 ths legal
position of any such transfer,

} K o Finally it should be consldered that business risk cannot be transferred to the
' supplier and that the uitimate responsibility wilt always remain with Transnet for any
failure In the fulfiiment of a contract,

L LIS e i
a

e
»

22,3 SUPPLIER RELATIONSHIP MANAGEMENT

In addition to the contractual and commerdal aspects with Transnet’s suppllers, a nhesithy
relationship between Transnet and Its suppliers Is fundamentzl to the effectiva manasement
of a contract. Management structures for contracts nead to be designed to fadilitate such a
healthy relationship. There must be set procedures for raising and handling issues, so that
these are dealt with as early as possible and at the appropriate leve] within the organisatons.

The value, risk and strategic positioning of a contract will dictate the appropriate degree of
supplier relationship management to be established par contract. This decision must b: made
by the OD's CPO and recorded accordingly In the suppller's contract file.

L L i P

i |
1 i :
!

L -
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o 22.3.1 Supplier Relationship Managers

i 8) Transnet management must appoint relatonship “ianagers (@ “Relationship
[ Manager®) fo be responsible for ensuring the qualizy of the relationships with
suppliers. Relationship Managers are respongible fo- ¥aising between Transnet
] and the supplier regarding issues arising and mu:T refain accountability for
provisions and Quality of services delivered by surofiers, Supplier roles and
1 responsibilifes and Transnet roles and responsit iites for management of
} overall supplier relationships and individual suppller contracts must be defined
and communicated to Transnet and the suppliers, “nose Involved In managing
' the supplier must understend Transnet fully and know the confract
documentation thoroughly, This is essential f thay are to understand the

implications of problems {or opportunities) over the Ii*2 of the contract.

b) Trensnet and suppliers need to understand the obje:dves and business of each
other, Transnet must have dear business object=s, coupled with a dear .. __
understanding of how the supplier will contribute it themn. The supplier must
also be able ta achleve its objectives, Induding makir S 2 reasonable margin,

\ ] iy c) Supplier relationship managemant must malrain mutual trust  and
T understanding, openness, and excellent communice sons which are key to the
t} fulfitment of the fermal contract terms and conditions

22.1.2 Duties of a Relatfonship Manager

i The aclivities of a Relationship Manager that must be zccomplished to effectively
manage a Transnet suppller are summarised as follows:

: S = Relationship Managers must control the technical reil- sonship between Transnel
and the supplier regarding the schedule of requirer znts or statements of work
and specification as per suppiler contracts and senvic- level agreements.

immediate diffusion before issues are escalated,

«  Relationship Managers will establish ard manage a -ommunication framework
for the suppiler for which they are responsible and =psure that It Is employad
effectively to sustain communication flow.

«  Informal issues resulting in concerns in a supplier rel: Gonship must be identified

} »  Relationship Managers must communicate potentiz issues for mitigation and
f

1

l and resolved by the Relationship Manager.

taw » Relationship Managers can identfy and recommr=nd changes to supplier
arrangements, commurication flows, supplier contrz =ts and SLAs to ensurg an
effective relationship Is maintained.

!
5
I » Regular formal and informal reporfng procedurss will be established by
g Relationship Managers.

«  Relatonship Managers must be acively involved in supplier dispute resclution
3 pracesses.

) ¢ Relaticnship Managers wlil crganise the necessar forums, working groups,
\ : semipars, road shows, training sessions and ¢ aer Information activities
J Involving Transnet staff and suppliers.

«  Ways to Improve supplier relationships wherever p. ssible must be proactively
considered by Relationshlp Managers, based on end- .ser and supplier feedback,

!
j 22.3.3 Factors that can inhibit the development of a successfu} supplier
relationship include:

' Chapter 22 Post Award Contract Management Page 167 of 202
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Frequent and lepld recourse to the forrna| mntract to OVEt'come pmbléms L

Clas m- cumpany cultures "whin‘:"h are so nusperate as to prevent me creatu:n of
the leVel of trust ahd conﬁdence requn'ed - RO

v —— PV Cmme. -

‘Re!uc!zmce by the 5uppite "'o moperate in value for money or'benchrnarking tests
ee_ ucted by Transnet <, ‘ :

;;l 'Cemmerdai issues for example Iack of real uempetlnon resulbng :n uncompetltjve
' ‘pook:valie for ‘friongy termis’ from: the’ suppher ‘or_convérsely. that Transnet i§
: criticalty: dependent on one suppher ‘leading to_ price rie vulnenatnl:ty and/or

probterns of management capablhty, resoumes or ﬁnanc:a! capttel:saepn T

_Too frequent demands for SmelSSlOﬂ of eempetuve B:ds whxr:h reduces trust In |
the re!ationstup - : . : O

..'..'4

2234 Factors that. encourage the development of a successful supplier
7 relatonship include:

Semnng sentor Ievel support in bom organisahons

("- —r
v b

Reeogmsln_g that achons and att1tudes affect the tohe of the relatlonshlp

3 Ensurln_ .tﬁat the govemance anangements aréfar - ln. ,‘_

cwem o . ~nrpean v PR

. _Ensunng mat the relanonshlps between th= partles are peer—tu—peer as far as
E 'pess:ble Ao : N - e :

. -.-r ——

) Ensudng &1at reles and I‘ESDOI'ISlbl]ItleS are dearly understeoct by both parties and
o that the necessery uLlU nonty IeV"' have bcEﬁ asxrbed g :

raolved es eerl*,r as possnble and as low down the managernent tree as poss:ble .

Separatmg stretegtc matters from the day—to-day serwce de[wery Isstes "

: Ensunng H'aat appropnate attrtudes and behawours are practised and dlsplayed to
i assist the: prumehon of a pos:tlve and cens’uucﬁve relatlonshlp

224 CONTRACT ADMINISTRATION

This activity is concerned with the practicaiities of the relationship between Transnet and the

L supplier and the operation of the routine administrative and clerical functions. The
ﬁ importance of contract administration to the smooth running of post-award contract
! management must not be underestimated and should be resourced appropriately. This is the
! responsibliity of Transnat's Refationship Manager.

The typical functions included under post-award contract administration responsibilities are:

f « Changa control;

! » Charges and cost menitoring;
e « Ordering and payment procedures;
- ] » Budget controls;

+ Contrect meeting schedules and minutes;
« Resgurce management and planning; and
; »  Contract termination or extensiun/ renewal.

! Al the above Issues should have been addressed at the pre-award stage and Included In the
contract documentatlon, as epplicable, The role of Transnet’s Relationshlp Manager s to
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manage these F.nctions during the term of the conbract. Cerfaln key administrative issues
and the governz.ce thereof are further addressed in the following paregraphs,

22,41 Chancg2 control procedures

Changz: will almost Inevitably ccaur during the peried of a conbract and raizging
these cf:nges Is a partcutarly important activity. Formal change control procedures
should -2 designed and set out in the original contract documentation to avoid
misunde standing and ambiguity about roles, responsibilittes and the actions to be
kaken in <ny given situabion.

The proc xdures need to be comprehensive but also flexible and straight forward and
should ¢-ver such issues as:

' ,smg the lmpact fndudmg contmctual implltatons RS
Pric tlsationand autl'lonsat;onleve!s :,‘"'- o - BN

Hov: to request changes, indudmg addltlonal demands placed on the su;:p! ar

Agre =ment Dn rnethudology

Cor: ol rqr Imp!ar_nentaﬁon

22.4.2 Exten.ion of contracts
The re :vant legal principles are explained as follows:

a) A c.atrad may be-extended before its explry date. This will involve an zgreed
Mat rial Amendment o the existing terms and conditions of the contract, Whers
the ontract expressly allows for an option to extend or renew, such presibed
extz 1sion or renewal process must be followed before the termination date.

b} A ¢ nlract that has lapsed or expired capnot be edended. The purported
“ext :nslon” of an expired contract either for a given period (e.g. 1 Year) cron 3
mor hto-month basis has inherent risk, because the terms and conditions
caft juarding Transnet would have expired with the original contract jtself.
Tra-snet would have effectively entered info a “new" contract withouf the
safe jards of the initlal conbact This could also give rise to irregular
exp-aditura in terms of the PFMA.

22,43 In viev of the legal prindples set out above, the practice of extending a centract
after it termination date Is considered to be irregular.

The foi ywing approach with regard to the extension of contracts must be followed:

a) Any -eqguest for the extension of a contract must be submitted to the AC ai least
45 ‘orty-five) Working Days befare the contract is due to expire. This is o
ens e that the AC may consider the request before the expiry date,

b) A r= juest for the extension of a conbract must indicate whether such extensicn
Is 2" a result of exercising an option to extend or whether the extenslon sought
amd ints 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
a month-to-month basis should contain proof that the supplier is willing ta
exizd the contract based on the same or better terms and condidons fer
Trar snet,

Chapter 22 Post Awerd Cor 3ct Management Page 159 of 207
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d) No request for the extension or renewal of a contract after the expiry date of
the contract shall be entertained and any proposed continuztion of business
shall be regarded as a new sourcing event, l.e. open RFX, Confinement or to be
effected under laid down emergency procedures.

oM

i i
2) In the event that the contract has been alfowed to exceed its wermination date,
sich irregular "extension” shall be submitted to the AC for condonation of the
action taken,

—d

) Should a supplier request extension of the conltract completion date, the
relevant dreumstances must be considered In order to reach a fair dedsion In
response to such a reguest, 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 aiter the contractual
completion date, penalties may be raised under the terms of the contract.

————— s

(i) A suppller may apply for an extension of the contract completion date if it~
considers that the reasons for late completion werefare:

« beyond its control {e.g. forca majeure events such as acts of God, rain,,
floods or earthquakes);

whereas the supplier had exerdsed reascnable conbol, the late
completion could not have been foreseen, minimised or prevented;
and/or

= or the delay(s) had been attributable to Transnet

(i) The supplier's claims in terms of (ji) above may be lodged at any ime during
the course of the contract or after the expiry date and rmust be substantizted -
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 &l penalties already levied in terms of the contract or the
walving of some or all penalties,

‘e

Y

o Pl
-

]
i
1
|
|
1
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(iv) Late completion of the contract due to valld 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 suppller shall be
entitied to price escalation over the extended period only If escalation has
been provided for in the orlginal contract.

(v) If Transnet does not conslder the supplier's daim for an extenslon of time to
be valid, the contract completicn 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, Howevar, Transnet Is not
obliged to grant the supplier's request for an extension. of time and may
(espedially In instances where time Is of the assence) dacide to cance} the
tontract,

(vi) A waiver or rediuction of penalties would constitute a Material Amendment, fo
the contract and would require AC approval,

22,44 Zxercising options }

a) If Transnet wishes to reserve the right to extend a contract pericd, this should be
stipulated upfront in the RFP. Furthermore, the Inclusion of this option must be
orought o the attention of the AC (or the person with DeA) when the Inital
recommendation to award the busingess is made,
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b} Should It be dedded o exercise the cption during the course of the contract, the
recommendation to exercise the option must be submitted to the AC for prior
written appreval 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)). . |

22.4,5 Involvement of AC in material contract amendments
Goods/services contracts

These contracts are normally fixed term contracts. The AC must approve aff
Materlal Amendments to confracts within their threshold and recornmend those
above their threshold. This applies even if the inltial 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.

Extension of contracts, additional work, increase in quaniities, price amendments, - -
cesslon and assignments, walving of penalties, etr., are all examples of Material
Amendments to contracis, and need prior AC approval.

Whete a contract spedfies:

() estimated quantiies at unit prices in respect of “as-and-when required”
purchase or service coniracts; or

() specified quantities at unit prices in respect of purchase or service contracts
over a fixed perlod,

a Manager may approve any Increases or decreases in quanties 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 incude price escalations not provided for In the contract,
i.e. the same goods to be provided at an Incréased price. Such matters should be
presented to the AC for prior approval regardiess 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
engineering/construction-type contracts indude the following:

a) where the otfginal value of the contract falls below the ACT 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
ariginal 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 asslgnment of contract, or the termination of a contract, waiving or
reduction in penaltes, etc.) the Manager concerned shall submit a
recarnmendation for AC consideration together with supporting documentation
Indicating that the proposed amendment to the contract is [0 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 amendment(s) still falls within
his/her DoA.

22,4.7 Contract closure

This stage concems the activities assodated with flnalising the close-out or
termination of a contract, whether in accordance with the expiry date or as a resuit
of early contract cancellation. Depending on the nature of the contract, such
activities may include the following:

+ Complete all administrative matiers;
+ Record all technical Issues have been resclved;

. Deterrﬁine the extent of any liguidated damages to be deducted fromthe - - - -
contract price made against or received from the supplier;

+ Record the end of retention and guarantee periods, plus date of final
inspection;

« Record the date of release of retenion and/or bank guarantees;

=  Agree to imits on any on-going obligations, including warranties;

» Record any material recondillations;

« Transfer any assets, including data, intellectual property and loan items;
» Transfer operating systems (as appiicable) to new/replacement supplier;

» Conclude final contract payments;

s Summarise claims made agalnst or recelved from the supplier; pr
»  Ensure retention of records (refer sub-paragraph 22.4.8 below)
On completicn 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

a) Each 0D shall arrange for the safe custedy of Bid documentation and contracts
at a suitable, approved, centralised or regional location.

b} Related documents which should be kept on contract ftles as part of the contract
records include, but are not limited to, documents such as

«  RFP (requisition}; -
« the going to market strategy and approval;

bld Advertisements;

= authorisations to confine;

+ minutes of relevant meetings/briefings;

«  evaluation score-sheets; )

s  TEAR reports;

» dedaration of interest documents signed by members of evaluaton teams
and post bid negotiation teams;

» certifiates authorising communication with Bidders;
+ zgendas and minutes of pest bld nagotiation meetings;

— .

- -
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« correspondence with Bidders:

s  RFX offer from Successful Bidder;

e letters of award and non-award;

o  lLetter of Intent;

Approvals of draft contract (slgn off schedule);
»  Executed original copy of contract;

+  Vendor Appilcation 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 {o contract.

Refer to the {SCM Transnet Intanet for the cheddist template of documents and .
signoffs which should be kept on contract files.
22.49 Document Retention

The following may be used as guidelines as to how long records should be retained:

: - ‘ . .
L L}
L]

a) Unsuccessful Blds must be kept for § 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
refated general correspondence must be kept on site In a proper and safe
archiving facility for a period of 5 Years after completion of the coritract; ‘and
thereafter may be archived In an cff-site archiving facllity in compliance with
normal archiving procedtres.

These files should be properly archived and recorded by means of a formal registar
so that they can be easuly traced when required for audit investigations and/or
litigation purposes.

- (R

22.4,10 CONTRACT LIFECYCLE MANAGEMENT METHODOLOGY

Transnet has a standardised Contract Lifecycle Management (CLM) methodology. It
is a reguirement in tetms of this PPM document that these CLM prescripts be
followed. INDICATIONS OF SUCCESSFUL CONTRACT MANAGEMENT

22.5 Successﬁ.ll conhact management wdl achieve beneﬁts by
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CHAPTER 23 : BLACKLISTING PROCEDURES AND GUIDELINES

23.1 DEFINITION

| Blacklisting Is a mechanism used to exclude a company/person from future business with
Trensret for a specified period. The decision to blacklist must be based on one of the
grouncs for blacklisting. The standard of proof to commence the blacklising process 1s
whether a “prima fade” (i.e. on the face of it) case has been established.

ey
l§
—

The Transnet GCFO or his delegate may, upon a recommendation by the relevant AC and the
Group Chief Supply Chain Officer decide that no Bld from that person or Enterprise be
considered/accepted for any new contrects conduded for 2 specified period as may be
determined.

Depencing 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
e may dedide to terminate some or all existing contradts with the company /person as well. T

A supplier or contractor to Transnet may not subcontract any porticn of the contract to a
blackliszad company.

{ 23.2 CROUNDS FOR BLACKLISTING |

23.2.1 Grounds for blacklisting Include: If any person/Enterprise which has submitted a
™ Bid, conduded a contract, or, In the wapadty 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
r} recelpt 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 s In terms of any condition forming part of the
bid documents; '

©) has carried aut 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 fraudutent or Improper manner or in bad faith towards Transnet
or any Govemnment Depariment or towards any public body, Enterprise or
person; .

f) has made any Incorrect statement in a certificate or ather communication with
regard to the Local Content of his Goeds or his B-BBEE status and is unable to
prove to the satisfaction of Transnet that:

(i) he made the statement in geod falth honestly believing it to be correct; and
(i), before making such statement he tock all reasonable steps to satisfy himself
of its correctness;

g} caused Transnet demage, or to incur costs in order to meet the contractors
requirements and which could not be recovered from the eontractor;

h) has ltigated against Transnet in bad faith.
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23.2.2 Transnet recognizes that rust and good faith are pivotal to its relabionship with its
suppliers, When a dispute arises between Transnet and its supplier, the parties
should usa their best endeavours to resolve the dispute in an amicable manner,
whenever possible. Litigation in bad faith negates the princples of trust and good
faith on which commerclai relationships are based. Accordingiy, Transnet will not
do business with a company that litigates adainst it In bad faith or Is involved In any
action that reflects bad faith on its part. Litigation in bad fziih includes, but is not
[imited to the following instances:

(i) Vexatious proceedings, These are frivolous proceedirgs which have been
instituted without proper grounds;

] o)

i e

{iv) Perjury. Where a supplter commits perjury either in civing evidence or on
affidavit;

(v} Scurrilous zllegations, Where a suppller makes aflegaticns regarding a senlor
Transnet employee which are without a proper foondation, scandalous,
abusive or defamatory.

{v) Abuse of court proceés; When a supptlier abuses the cowrt process in order to
gain a competitive advantags during a bid process.

23.2.3 Where any person or Enterprise has been found guilty by a cou:t 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. Sericus breaches of the law
would include but are not limited to corrupton, fraud, theft, extorbon, or
contraventions of the Competition Act 89 of 1598 (e.g. collusive tendering). This
process excudes minor convicdons such as traffic offzences or personal
disagreements between parties which have no bearing on the business operaticns
of the person or Enterprise. : C e

3

a) When issuing RFXs, prospective Bidders must be requested to disclose whether
the company or any of its directors were found guilty of a sarious breach of the
faw during the preceding 5 Years.

-

b} Should any prospective Bidder.declare a convicton of a serlous nafure, the
blacklisting process should be ‘instituted without delzy and dealt with
expeditiously, whilst the evaluation of the bidder's Bid continues, ‘

€) Under no drcumstances 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.

*_‘*J

L2

23.2.4 Grounds for blacklisting indude 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, .

¥
t— et .

233 ‘ WHO MAY BE BLACKLISTED?
The following persons / entities may be considered for backlisting:

s

i

23.3.1 any person/cempany who has submitted a Bid In response to a bid request issued
by Transnet;

— i L“‘—-—J S L_.._.—'J

23.3.2 any person/company who has conduded a contract/s with Trarsnet;

23.3.3 any person who has acted i the capacity of subcontracior to a suppller of
Transnet;
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any agent or employee of the company concemed, or hisfher spousa who may be
conducting the same business but under a different name;

Transnet employee found to be involved in fraudulent or corrupt activities;

companies associated with the personfs guilty éf misconduct {l.e. entities owned,
controlled or managed by such persons); and/or

any companles subsequently formed by the person(s) gullty of the misconduct or
where such persen(s) acquires a controlling stake In an existing company.

23.4 FACTORS TO CONSIDER BEFORE TAKING THE DECISION TO BLACKLIST

23.4,1

© particular matter. B

A dedsion to blacklist has far reaching Implications for the company/person
concerned, Therefore, Transnet must act falrly, reasonably and rationally whenever
it decides to blacklist a company/person. The dedslon to blackiist must be
considered on a case-by-case basls and must be based on the merits of the

The following factors must be taken into account in dediding whether to blacklist a

23.4.2

company/person;

a) the gravity / seriousness of the offence/misconduct/breach;
b) any previcus offence/misconduct on the part of the company/petson;

¢) any remedial action taken by the company, induding steps to ensure that the
misconduct wilt not be repeated;

d) the seniority of the person(s) who acted in bad faith;

€) the impact of the proposed blacddisting of the company on Transnet’s
operations; .

f) the reasonableness of the explanation for the miscenduct;

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.
The dedislon to extend the bladdist to assoclated companies will be at the sole

discretion of Transnet and must be carefully considered. Assoclated companles
must not be blacklisted by defeult. The merits of each case will inform the decision

. as to whether a particufar associated company will be bladdisted-or-not. In addition

to considering the factors mentioned above, as a general rule the blackiist should
only be extended to associated companies where the directors/members common
to hoth entities were either directy involved In the rnisconduct agalnst Transnet, or
falled to take remedial action for a serlous offence. Furthermore, it is important to
consider whether the blacklisted director/member plays an active role in the
associated company or has a controlling stake In the assodate‘d comparny.

23.5 GUIDELINES FOR DETERMINING AN APPROPRIATE PERIOD FOR
BLACKLISTING

Blackiisting cannot be Imposed for an indefinite period. The following is a general guideline
on the number of Years of blacklisting to Impose on suppliers found guilty of misconduct
against Transnet:

Chapter 23: Blacklisting Procedures and Guidelines
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TABLE 18 A
| . Grounds for Black!tsting ) Suggcsl:ed Period; . 1L
Dﬁ’ences Involving bad faith { o“shonesty Not less than 5 Years, and not exceedlng 10
{e.0. theft, corruption, fraud, Fronting, Years

misrepresentation, eit.)

Other misconduct {e.g. breach of contract, | 1 — 5 Years {(However, Transnet reserves the
poar performance, ete.)

right to fmpose a longer period of restriction
to 3 maximum of 10 Years, depending on the
gravity of the misconduct)

23.6 BLACKLISTING PROCEDURE
The following procedure must be followed in arder to blacklist any person/company:

23.6.1

23.6.2

23.6.3

23.6.4

23.6.5

2366

As soon as an QD detects misconduct by a person/company falling within one of
the grounds for blacklisting, the matter must immediately be reporfed to the
procurement division of the O concerned.

Procurement will review the motivation for the blacklisting. If possible grounds for
blacklisting exist; a forensle audit may be conducted to establish whether the
grounds for blacklisting are valid.

Shouid the forensic repott establisht that possible grounds for blacklisting exist; the
0D AC shall be approached for approval to proceed with the blackﬂsting In
prindple,

Transnet Intemal Audit will be requested to conduct ITC searches on the Company
and Its membersfdirectors in order to ascertsin the identity of all companies
associzted with such members/directors,

The matter must then be referred to the OD legal department or Group Legal
where an 0D does not have its own legal department, who will be responsible for
the following:

a) The company, its directors and all assoclkzted 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 conbacts with the supplier. Proof of
dellvery shouid be obtained. The companles/persons must be afforded a peried
of 14 Working Days within which to make representations as ta 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 Depariment, Management and procurement.

The matter must then be submitted to the AC to consider whether or not to
proceed with the blackisting, Should the AC support the blacklisting motivation, the
matter shall ba 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,

If supported, Group iSCM will draft the final submisslon and attach all criginal
docurments including the relevant AC minutes for consideration by the GCFO,
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23.6.8 Final approval for blackiisting will be made by GCFO.

23.6.9 Group i5CM will then notify 2]l companies/persons by registered (or hand delivered)
mail of the blacklisting. Group iSCM will also update and drcufate the List of
Excluded Bidders.

g

3

23.6.10 Group iISCM will notify the Transnet Content Bureau to update the RAMIS and SAP
CLM system to either:

3) block the blacklisted company(les) on the system altogether If all existing
contracts have been terminated and ensure that 2ll payments already Incurred
have been settled; or

atan T S et

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

ey b

c) Publlsh the blacklist on Transnet’s external website so that blacklisted entities
may not be used as subcontractars or IV pariners.

W,
i

23,7 APPEAL AGAINST DECISION TO BLACKLIST

Any company/person against whom a dedsion with regard to exclusion from future business
has been taken may make representations to the GCE whose dedision shall be final.

ey
WS

23.8 RESCISSION OF A DECISION TO BLACKLIST

The Trensnet GCFO or his duly authorised delegate may at any time, on good cause shown,
rescind a decision taken or rediice the period of exduslon 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 companles or persons appearing on Transnet’s List of
Excluded Bidders. This will indude verifying the identity numbers of the directors/members of
the recommended Bidder agalnst the identity numbers of the restricted persons on the List.
The Secretary and Chalrperson of the AC shall sign off a certificate stating that no business is
awarded to entitles or persons appearing on Transnet’s List of Excuded Bidders. The
certificate should be retained by the Secretary of the AC,

-

—
Lo : H

s mmm e

23.10 ANCILLARY ACTIONS

Furthermore, In cases of corruption or fraud, theft, extorticn 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.

ey e

b) in addition to subparagraph (a) ebove Transnet may also, at its sole discretion,
decide to Institute aiminal andfor dvil actjon.

August 2012
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CHAPTER 24 : FUNCTIONS OF GOVERNANCE STRUCTURES AND DEPARTMENTS

24.1  MAIN ACQUISITION COUNCILS (Main AC)

Each divislon will have its own main AC which will consider and approve all procurement
protesses, as well as the disposal of sarap, falling within its jurisdicion from R2 million, but
not exceeding RS00 million. This Is subject to the discretion of the OD CEO fo lower the R2
million thresheld, or to create secondary ACs. Transactions exceeding the CEQ's Delegated
Powers will likewise be considered by the OD's main AC. If it concurs with the
recommendation, the matter will ba referred to the relevart govemance strudure for
approval.

LI

C T AT g gemmmane g

it s ——— F————

»*NOTE: Shouid any,
e approval body not
agrea with the
recominendation,
the matter must be
referred baclk to tha
recommending
officer(s) for
recaonsideration or
remotivation.

i

i

3
e
3

i

r- - B
" - Upto butmor
. exceeding
REQOmillion ‘

Racommendations: The RAC, main AC and I:he. BADC wull suppart the
recommendation for transactions above thelr thresholds, tocal/Regional AC
normally only conslder transactions <R2m but OD CEOs may at their discretion
increase thesa thresholds,

T *In terms of s 54(4) of the FFMA Transnet must obtain Ministerial approval for
the acquisition ef a significant asset (exceeding R2,5 billlon In terms of the latest
Sharehclder's Compact) befora proceading with the acquisitdon.

£ Flgiire f38] = THresholds for: process 3pproval = . L 2E 0 e |

The Transnet Acquisition Council (“*TAC") has similar roies and responsibilities to that of
the ODs" main ACs but it caters for the Group Corporate Head Office requirements, as well as
centre led transvarsal contracts. The TAC has na higher status than tha ODs’ main ACs,

24.1.1 Composition of the Main AC

The main AC Is constituted as a govemance committee of the OD CEQ and shall
constst of senlor management members within the OD, The main AC or CEQ shall
have the discretion to create reglonal andfor local ACs, hereinafter referred to as
secondary ACs. An AC shall be comprised of the falowing persons:

a) A Chairperson, who will either be the CED, or an executive or senlor

l management member, shall be appaointed by the CED of the OD. The
Chatrpersons of secondary ACsiwill likewise be appointed by the main AC or

CEQ.
Chapter 24: Functions of Governance Structures and Departments Page 182 of 202
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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 GD CEO or elected by
the AC at a properly constituted meeting.

t) Members, all of whom are senlor Transnet employess In the particular OD or
where applicabfe seconded from Transnet Group, selected by virtue of thelr
spedfic expertise or business focus, appointed by the CEQ, with the clear
proviso that the heads of Procurement, Finance, Lega! and Risk in the OD will be
mandatory appoiniments.

() Members must be capable of exerdsing sound, unbiased judgement and offer

constructive comment.

() It ts a minimum requirement for members and appolnted alternates to attend
the annual training course cn AC Roles and Responsibilities, Procurement and
Bld Evaluation, presented by the Group Governance Function.

d) ACs may, at the discretion of the OD CEO or Chafmperson, opt to appoint - -

alternates for its members. Should the AC opt to appoint alternates, each
.member may, In writing, nominate one afternate, Alternates must be formally
appolnted by the CEO. Should the member be unable to attend a scheduled
meeting, the appointed alternate should attend In his/her stead. All altemates
are to be of suitable senlority to represent the member adequately and to make
dedisions on the member's behalf,

e) ACs may, at the discretion of the CEQ/Chalrpersen, opt to 2ppeint members on
an ex officio basls. Such members shall not be counted to constitute & quorum
and shall have no vote.

f) Secretary: The CEQ or duly authorised delegate shall appoint an employee of
Transnel as secretery to the AC. The incumbent must have extenslve
procurement and govermnance knowledge and experience, and should ideally be
part of the procurement sbructure of the particular OD. However, to ensure a
proper segregation of duties, the Secretary should report directly to the
chalrperson for purposes of day-to-day operations and performance
management. This is to avoid any perceived confiict of interest which may
jeopardise the objecveness of the Secretary, as procurement will inevitably be
tabling the vast majority of submissfons,

24.1.2 Primary Mandate (Main AC)

To consider all recommendations from the 0D with regard to the award of external
cantracts 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
belaw). Ukewlse such ACs will also consider any subsequent amendmems o the
centracts falllng within thelr jutisdiction.

24,1.3 Secondary Acquisition Councils

Chaptar 24: Functions of Governance Structures and Departments

August 2012

The Main AC or the CEQ of an OD may at their discreticn dedde to lower the limit set

in paragraph 24.1.2 above and/or introduce similar secondary structures on local or
regiona) level, to cater for matters falling below the jurlsdiction 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 tha respective Maln and
secondary ACs. Tt s 2lso a requirement that the Divisional Delegation of Authority,
applicable to the signing| authorifes of Individuals (similar to the Transnet DOA
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Frame'Work) be included as part of the relevant main and secondary ACs' Terms of
Reference so as to ensure that tare Is no uncertainty as to the approvat thresholds.

(Refer to DOA Summary Section A, Chapter 6)

FAgure {39] below Mustrates the current AC hierarchy within the Transnet Group.

A et 8 o e

Acquisition Council Hierarchy at Traasnet
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b (7 .1 Fignre [39] ‘Aequisition Cotincil Hierarchy at Transmet -~ = 0l |
a 24.1.4 Term
» Members and al*2rnates 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 sppointee is a full member or an altemate to a spedfic member,
The OD CEQ sha!! have the power to, at any time, remove any member from the AC
and R} the resultir3 vagncy.

et
i R
e

24.1.5 Confidentiality

Members are regqw red to freat all Information they receive as AC members/altemates
as strictly confider tial. A confidentiality agreement shall be signed by the member at
the start of his/bar tenure, Information shall not be divulged without proper and
specific authority.

ﬁ-uI.J - ——— -.-_1 f
Ry ek
|
1

meeting or during circulation of a matter, such query should be referred to the AC
Secretary.

All AC records she | be kept securely in the custody of the Secretary of the AC. These
records shall no be disclosed without proper approval, Ukewise, third party
confidential Infor: wation shall not be disdosed unless required by legislation or a
court of law.

7

-

] 24.1.6 Confilct of Int rest

Inslances may arise when a member of the AC or an alternate has a direct or indirect
. interest In & part:=ular transactionfproject or has been or can be deemed to have
,5 } been persenally irvolved In the RFX process or business dedslon which gave riseto a
t recommendation © the AC. In such cases, hefshe shall dedare such Interest by
means of a stand rd dedaration of interest form before the meeting commences and
also when the AC deliberates the spedfic matter. Dedaration of a direct interest
will result In autc natic recusal, Should an AC member declare an indirect interest
in a matter befor= the AC, hefshe must dectare hisfher interest and the Chairman will
; determine whetr + the member should recuse him/herself, The reasons for this

M

decision must be fficially recorded and kept on File, This will also apply to draulation
(Round Robin’ itz ns).

. 24.1.7 Meetings / At*endance .
' & 3 The AC shall m=2t at predetermined Intervals, Where there Is the need, spedal
i meetings may be -onvened by the Chalrperson,

;' l Members are req: red to attend all meetings of the AC. For this reason, AC meetings

shall be schedule:! well in advance. Should a member not be ahte to attend a spedfic
i meeting, hisfher altemate must atiend, Attendance and particlpation by members
should be a SPC or at least a KPL, on the member's performance management
{] scorecard, This s! ovld be measured by the Chairpersan of the AC.

Should a memtx be asbsent for more than three consecutive meetings, the
Chairperson sha! pursue the matter with the member concemed and may
(»‘ } recommend ko th 2 CEO that such member vacates hisfher position on the AC,

L

Individuals who are not members or alternates may, at the Inwitatlon of the
Chairperson, attzad a meeting of the AC n an ex offfido capadty or to provide
j clariflcation on = spedfic matter(s). Such Individual(s) shall be informed that the

Information whic1 they will be providing will be formally recorded as part of the
minutes of the m-eting. !
A
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” 24,1.8 Quorum
A majority of the members/alternates appointed at any given time shall form a
quorum,

J-A. v

Should exceponal drcumstances necessitate that, both a member and hisfher
altemnate attend the same proceeding, both votes may ba teken into consideration to
form a quorum as members. Thelr altemates shall then be appointed on the AC by

r virtue of thelr own specific expertise, The pravisions of paragraph 24.1.7 zbove
- ( : should however be cbserved.

Kl

24.1.9 Voting and deliberation

The Chalrperson 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 dhair the proceedings at the meetings and

exerdse the powers vested In him In terms of these procedures and any other
DoA,

b) Deputy Chairperson

In the absence of the Chairperson, tha Deputy Chairperson shall act in his/her
stead and shall be empowered to perform zll 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 Chalrperson shall be elected out of the members/altemates
who are present.

¢) Secretary

The Secretary shall undertake the tasks as imposed upon himfher by the
Transnet Supply Chain Paollcy and Procurement Procedures Manuat (PFM) and
other relevant directives, or by the Chairperson of the AC or the GISCM Functien
or the CEO of the OD,

The Secretary Is regarded as the "gatekeeper” of the AC and hefshe has tobe 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:-

. . (1) has the duty to act In good faith, duty of care, with skifl and diligence and
> avold conflicts of Interest;

¢ (1) shall keep a central bld (RFX) reglster and shall be respansible for the Issulng
of RFP, RFQ and RFI numbers in respect of all bids Issuved by the 0D to the
' U 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 avallable on the ISCM Transnet Intranet);

N (iil} shall give impartial advice and act in the best interests of Transnet and hence
l rJ 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 avallable in governance;
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(iv) shall be the only person, apart from the AC Chaimerson, to consider
authorising procurement staff to communlcate with Bidders In the period
between the dosing of the blds and the award ¢of the business;

{v) shall keep the AC members abreast of the latest policies and procedures and
any amendments thereto;

(W) shall provide the AC, as a whole and members Individually, with
comprehensive, practical support and guidance as o how their respansibilities
shoutd be properly discharged In the best interest of Transnet;

(vilhas an importent rofe to play in the [nduction of new or inexperfenced
members and shall assist the chalrperson In determining the annual AC
meeting schedule, training plan and administration of other lssues relevent 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 reéponsibilihes 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 avaliable on the iSCM Trensnet
Intranet);

(%) ensure that all members attending a specific meeting of the AC are provided
with the necessary forms to dedlare any interest in matters serving befora the
AC in that meeting;

() ensure that a proper register of these dedarations of interest is kept with the
minutes of that partcular meeting;

{xil)arrange for and securely keep a volce recording of the proceedings and, in
writing, record proper minutes of the proceedings, deliberations, decisions and
resolutions of the AC. He/she should furthermore obtaln the signature of the
Chazirperson on each individual resolutlon durlng or as soon as possible after
the meebing, communicate such resolitions to the relevant role-players and
securely keep coples thereof for record purposes.

The minutes shall contain -
~ = anoutline of material proceedings and deliberations by the AC; and

o e

.-......._.n-.,_.’-. e [ .
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» all recommendations, decisfons, resolutions, provisional approvals and
directives Issued by the AC.

A daft copy of the minutes shall be drculated 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 Indude certain specific deliberations, etc. and such
proposed amendments shall be included by the Secretary.

The Secretary shall table the drait minutes at the next meeting of the AC,
for confirmation by the AC and slgnature by the Chalrperson;

B (gt

[ A i

(xiil) ensure that, by means of a proper certificate as per the prescribed format
(template, available on the Transnet ISCM Infranet), duly signed by the
Secretary and the Chairperson of the AC, that no business Is being
recommended for award to an entty{les) or person(s) appearng on
Transnet’s Ust of Excluded Bldders/Contractors(Blackilst). Such certificate
should be kept and securely filed with thie minutes of each meeling of the AC;

Y g

]

S
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{xiv) be responsible for the receipt, opening and starmping of Bids where this duty
has been assigned to the AC Secetary. Refer to Chapter 17 for the rules and
procedures perining to the bid opening process);

In respect of AC submissions:

(v} verfy the comparative scheduig/eva. ation, plus all the fads stipulated in
submisslons to the AC;

S s

(xvi) ensure that authorities for all commu ication and negotiation are indicated
in the submission to the AL, and the oufcome of such
communication/negotiation is stipulats 1 In detzil in the submisslon; .

{xvil} ensure that documentary evidence is - sallable {coples to be kept on AC file)
in respect of all facts presented 2nd 57 tements made in the submission;

(xvili) proactively pursue the clarification of :ncerizintes prior to the meeting, so
that matters are not referred back un zcessarily;

. ' {xIx) " edit* submissions to ensure that al! re julrements are met before the matter -
is tabled at the meeting of the AC. (" Submisslons are nof physicelly edited
but an annexure must reflect all cor =ctions and gueries resolved by the
Secretary); and

(<) draft "AC dirculars” on behalf of the # In respect of directives to be Issued
by the AC,

{>od) ensure that members are provided wi 1 an agenda at least 3 Working Days
r befare any scheduled AC mesting, ir arder for them the do the necessary
i } preparation before the meeling. Sho 'd a member have any querles on a

matter on the agenda, hafshe shc id raise these with the Secretary
timeously, in order that the Secre ary may obteln darity before the

|
!
|
E

fJ meeting.

l 24.1.11 Responsibilities and Obligatfons of Memb- rs

1

; } a) Members take collective and individual re ponsibility for processes followed,
. decisions taken and resolutions carried by & : AC.

r

; { b} In performing their legal duties, each AC me. 1ber shall -

. (i) act honesty and in good faith, whilst =king Into account the pelices and
. . business objectives of the company with a view to fostering the best interests
e of Transnet;

N (ii} exercise the duty of care, diligence and Wil that a reasonably prudent person
. would exercise in comparable drcumsta: :es;.

i {ill) act felry, impartially and objectively, ind not allow prejudice or bias or
| influence of others to override objectivit . and

| (v) act professionally at all times,

: 5 c) Duty of are and diiigence:

L (i) Members owe a common law duty tows ds Transnet to act with due care and
' dillgence, Members are consequenty liz le for any prejudice suffered through
d such Member’s failure to carry on the : usiness with the degree of care and

ditigence that may reascnably be e pected from a person of his/her

knowledge and experience. Hence, Mer: ders must fully inform themselves of

I : ) all material information avallable In the  C Pack so as to ensure that they act
’ with due care In the discharge of their d tes.
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(i) Members shall study the AC pack and properly prepare for a meeting of the

_ AC prior to AC meetings to ersure that they familiarise themselves with the

i matters so that there Is optiraum participetion in deliberation and dedision
making. They shall also make every effort to attend all meetings of the AC.

l 1 d} Members shall:
l {) understand and welgh altemat2 courses of action;

(i) welgh benefits versus potenbzi harm when considering spedfic courses of
action; and

{iil) ensure that there is no breakccwn in effective corporate governance and no
impairment in their ability to cerry out their responsibilities.

&) Duty to act honestly, ethically and T goed faith;

() Members shall aiways act hone=stly, ethically and in good faith with a view to
the best interests of Transne'. Members shall avold a conflict between the
interest of Transnet and their own and, in particular, shall not derlve any

)_\ _ persenal benefit from matters s:bmitted to the AC for conslderation.

ol (i) Members shall not act in bad f=ith due to bad judgement or negligence.

e.g. Members do not act in vood faith when they know they are making
material decisions without =dequate preparation and deliberalion and
simply do not care if thelr dzcisions cause breach of governance prindples
and promote Fruftless and Vvasteful Expendiiure and consequent financial
foss to Transnet.

24,312 Functions of the AC .

a) To consider all recommendations from the OD with regard to the award of
external contracts for the procurem:nt of Goods and Services, or the disposal of
sarap metal, where the toftal vaiue c¢f the buslness exceeds R2 millfon (subject to
the discretlon of the CEO to fower s.ch threshold).

b) To consider all subsequent amencrients to material provislons {i.e. which have
a cost or risk implication) of contrects exceeding 2 million or where the arlginal
value of the contract plus the cumrulative value of the amendments will exceed
RZ million.

<

~ 5 ¢} To consider and approve the non-award of business against any RFX falling
D within Its ambit,

d) To consider recommendaticns to aoproach the market to solicit Bids in respect
of a contract with a perfod of more than two Years, regardless of the value
(alternatively RFX to provide for difzrent optons).

&) The AC must be proactive and darify uncertainiies emanating frem submissions,
prior to the meesting. This will :znsure that matters are not referred back
unnecessarily, causing delays. Urder mo dreumstances should matiers be

l referred back by ACs for trivialities.

f) To consider all recommendations in respect of bids as well as any extension of
existing contracts of which the o.izinal perlod, or the original period plus the
extenslon 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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g) With regard to paragrapis 24.1.12 a) and b) abovz, ACs or the CEO may at
thelr discretion lower thee limits andfor Introduce s'imilar strixctures on local or
regional level, to cater for matters falling below the jurisdiction of the AC.

h} To consider and appruve the framing of the OD%s Usts of Approved
Suppllers/Goods, 2s we'" as any amendments to s *h Approved Usts, and to
administer such Approve:’ Usts utillsed within the OT. This function may not be
defegated to Local / Regl. nal ACs,

i) To consider and make recommendations to the 3roup ISCM regarding afl
aspects pertaining to Trinsnet’s Ust of Exduded 3idders. The GISCM shall
adminlister the tist on beralf of the Transnet Group.

J) Secondary ACs to refer recommended exclusion maztters to the main OD AC
{where applicabla), which will consider and if suppertad, refer Yo Group ISCM for
finalisation and onward t:ansmission to the GCFO for approval, Refer to Chapter
23 for Blacklisting procec.re, - S

K) To monitor/administer th= opening of all bids irmespe«ive of the value. ACs may
&t its own discretion and Jepending on Internal strucures, delegate the opening
of bids under a certzin nonetary valie, to procure ment offices or secondary
ACs, provided that It has satisfied itsell that proper srotedures and controls as
spedfied [n the PPM are i1 place and are monitored o1 an on-gaing basis.

[} To oblsin statistics and ‘eview, at regulzr Intervals dekzils of all transactons
falling below the AC's isdiciion (See template zveilable on the Transnet
GISCM Intranet). Any aV'zged Irregularities or trend.: that may arise cut of the
purchase, sale, hiring or ! 2tting of Goods and the prccurement of Services, shall
be invastigated and cori2ctive measures recommer ded by the AC If deeméd
Necessary.

m)To refer to the Governaice COE, (GISCM) for guiance/direction, any policy
andfor legal question/s v.hich arise out of the faid-down procedures or out of a
bid, contract or contract zmendment,

n) To exerdse such power: and perform such dube: as may be conferred or
Imposed by the laid-dowr procedures.

0) To perform other functicr s as the BADC, the GCE, tre Governance COE (Group
ISCM) or the CD CEQ ma determine ar deem neces=ary from time to time,

Notes:

» Purely Income generating contracts fall outside the scope of this document,
However, the acguisition =f Goods and Services to cive effect to such income
generatmg contract, fall wi hin the scope of the PPM, '

» The AC may refer 2 matta: back only for reconsideration ar re-motivation, It may
under no drcumstances change a submission or rhange the award of the
bustness, On receipt of = revisedfre-motivated sutmission the AC will again
consider the matter. Refer to paragraph 24.1.16d) belsw for the procedure to be

) i followed In Instances whee the AC still does not - zgree with the revised/re-

motivated submission of th 2 Manager/procurement.

—

24.1.13 Powers of the AC

When considering any new trinsaction or any Material A nendment/s to an existing
contradh, the AC has the powe- to, at its discretion:-
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a) call for any files or papers dealing with offers, enguirles, the Invitetion and
evaluation of Blds in the procurement of Gaods and Services;

b} request any information which any employee may have at his disposat relating
to the supply of, and/or payment for Gooc's or Services;

--..-.v-.]

) require any employee to provide informati=nfadvice or to attend any AC meeting
(n an advisory capadity;

i

d} invite any Consultant from the private sector to provide additional skxils 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, Do\ Frameworl;

B Al e e et

f) offer comments, or note matters submitte for information;
g} refer any submisslon back for reconsideraton/re-motivation;
' h) withdraw an item from the agenda of any meeting of the AC, provided that the

reasons for such withdrawal are duly recarded in the minutes of the mesting
and communicated to the submitter by the Secretary;

r ' ) report any anomalles, trregularities or noa-compliance with laid-down policies,
] procedures or directives ta the CEO (shovld the AC not be chaired by the CEO
himself / herself);

i j) exercise a discretion in those instances nat explictly provided in the lald-down
i procedures or as may be entrusted to it by the relevant policles and procedures

or the Board Acquisitions and Disposals Ccmmittes, the Governance COE (Group
~ 1SCM) or the OD's CEQ;

performance of the aforementioned dutes to the Govermnance COE (Group

!
! }
{ k} refer any matter or Issue arising from the exercise of the powers or the
{ ’ ISCM);

! 1) issue *AC Clroulars’ to address any trends Jr issues arising from matters serving
! } ; before the AC; and

i i
‘Tj:) t m) periodically review copies of procurement ¢ift registers,
<

24.1,14 AC approvals and provisos

a) The AC does not possess any executive authority to award external contracts for
the procurement of Goods and Services or disposal of assets,

(i} there Is still the need for the purchaz3, sale, hiting, or letting of Goods and
procurement of Services before the non-acceplancelregret letters to the
unsuccessful Bidder/s and the acceptence of the winning Bid to the Successful
Bldder are communicated by a Manager with the appropriate delegation of
authority to sign the contract;

() the financial provision is adequate; |

(ii1) the best linterest of Transnet is belng served at the time of concluding ﬂ1e|
conbract, and

)
‘ b} All AC approvals are subject to the follawing provisos:
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{iv) the conbract is signed by the Manager with the appropriate celegation of
autharity.

-
]
i } 24.1.15 Recording of votes via circulation (Round Robin’)

a) In urgent cases where the OD would be substantially prejudiced if ¢ .ubmission
is held over until the next scheduled meeting of the AC, the papers relating to
'the specific matier may be drculated to the members of the AC. Thiz will be at
the discretion of the Chairperson, but subject to the right of any raember to
: demand & meeting. There should be a pre-determined deadline by which all
members respond {depending on the urgency). The members who r2spond by

the deadline must record their votes in writing.

{I) Unanimous approval by a quorum of members so made by t-2 stipulated
deadline shall be deemed to constitute a resolution of the AC. Su-h resolution
shall be communicated to the recommending officer by the Secrezary &s soon

_as possibie thereafter,

(i} The Seaetary may extend the deadiine should a quorum of vates not be
Py attained by the initial deadiine, Alternatively, a spacial meeting of the AC must
S be cziled by the Secretary, with the consent of the Chairperscn, Members
have the right to cast thelr vote untll the deadline, Irrespective < whether a
quorum has already been atizined,

(1) If the deadline has lapsed, and a unanimous vote by a quorum of members
has been atizined, no further votes will be considered,

(iv) A resolution taken in such manner shall be officlally noted and recorded in the
minutes of the next scheduled meeting of the AC.

b) In exceptional circumstancas and only due to the hon-avaiiabiléty of members,
the votes of a2 member and altemate may be taken into account 11 order to
attsin a quorum. The stipulation contgined In paragraph 24.1.7, should,

l r ‘] however, be ohserved.
24,1.16 Disagreement with a decision of the AC
I a) In the event of a matter being referred back by the AC for reconsiderz jon of the
_ recormmendation made by the recommending officerfevaluation ranel, the
. } recommending officer/evaluation panel shall:~

b} make a revised submission to the AC; or

I ‘]'IJ ¢) should hefshe disagree with the reasoning of the AC hefshe shall, with the

concurrence of hisfher exeautive officer, ra-motivate the recommencation and
g resubmit to the AC, whereafter the AC shall reconsider the matter; anc
d) should the AC sl not conecur in the revised recommendszion, the
recommending officer shali refer the matter to the CEC, who shall rule on the
matter.
24.1.17 Interpretation of PPM and Government Policy
} In cases where the AC requires guldance on Government pu!tcy; matters an ! 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 (Précis)

a) All submissions to the AC shall be i the require . format. The Secreteriat may
provide assistance to draw up a préds. (Refer 1 SAP CLM and the Trensnet
Group iSCM Intranet for the generic templates).

e
b e

b} The Governance Functon of Group iSCM is th- custodian of all submission
templates and any suggested changes thereto - ust be recommended (o that
office for consideration and implementation. :

c) Al submissions to the AC must be accompanied 1y all the relevant supporting
documentation, e.g. original bld documents, :ithority to communlcate or
negatizte, et

d} All submissions should be submitted to the secret- 1at well before the scheduled
meeting, to afford the secretariat enough time t© sropery vet the submissions.
It is suggested that submissicns are handad In & 12h00, seven Working Days
before a scheduled meeting of the AC.

‘ ey r—w a-,..‘.,-f?‘ ‘-I@ﬂ‘“l-k.?\,,ﬁw?:' ] M }

24.1.19 Reporting/Monitaring

a) The maln OD AC reports to the CEQ through its ¢t irperson,

b) Secondary ACs report to the main ACs, and are responsible to monitor
trarsactions falling below their minimum thresha! s, except for TCP, where the
: Local ACs act autonomousty.

r (i) statistics required for the compiladon of the Group iISCM Governance
‘ dashboard;

: (i) vpdates about the coundil’s activities, as apprc wiate;

; } {itl) sensiisation on trends, irregularities and other anomalies or matiers that may
‘ significantly impact on the management of ¢ ntracts and blds of the OD or
T* cause reputaional harm to Transnet.

i I d} ‘The performance of the main 0D AC shall be moni wed by the CEQ.

|

e) Loczl / Regional ACs performance will be monftore | by the main OD AC.

f) The performance of the individual members and . 2cretariat shall be monitored
by the chairperson of the AC. .

ke
-} s 24.2 TRANSNET ACQUISITION COUNCIL (TAC)

The TAC has similar roles and responsibilities to that »f the 0D main ACS. It will
cater for the Group Corporate Head Office requirer ants, as well as centre led
- transversal contracts. OD-led transversal contracts will 9e dealt with by the leading
;‘{ 0D maln AC. The TAC will have no higher status than ti- 2 ODs" main AC's.

3 24.2.1 Role and Functions of the TAC

24.2.2 Refer to section 24.1 regarding the main OD AC as th : paragraph s also applicable
. te the TAC. Any powers assigned to a CEO with regar | to the Main AC will apply to
fJ ] the GCFO (or his delegate) as far as the TAC is concer ‘ed, '

T
¥
1 Y- S . TP A Sy e et e o T r i N TR ATI TH e e e e I T T
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24,2.3 Composition of tha TAC

a) The TAC shall consist of senlor managerient members within Group Corporate
Head Office who shall be 2ppointed by tha GCFO for a spedific term:

{i) A Chairperson, who will either be the GCFO or an exeoutive or senfor
management member appointed by L 2 GCFO;

(i) A Deputy Chalrperson, who shall t2 one of the members mentioned in
paragraph ¢) hereof;

(i) Members with altemnates, all of whora are Transnet employees in the Group
Corporate Head Office, selected by virtue of their specific experfise or
business focus. They must be czpable of exercising sound, unbiased
Judgement and offer constructive comnent.

{Iv) The Heads of Procurement, Lega!, Fir andal Planning, Tax and Risk in the TCC
shall be mandatory appointments.

243 PROCUREMENT OMBUDSMAN

The Transnat Procurerment Ombudsman (the Ombudsr an) Is appointed to provide Bidders as
well a5 Trensnet with a falr, expeditious, and effective dispute resolution process. The
Ombudsman acts independently and ohjectively In resc ving disputes and is not influsnced by
anybody In making bis or her dedslons.

Below is a short summary of the mle of the Ombudsm an. For mere infarmation, refer to the

Terms of Reference of the Pmcurement Qmbudsman, avallable on the iSCM Transnet
Intranet.

24.3.1 Tne role of the Procurement Gininidsman .

a) The role of the Ombudsman is to enhance the Integrity and falmess of
Transnet’s procurement processes by providing an independent and objective
assessment of complaints which are lodg :d by unsuccessful Bldders regarding
any aspect of Transnet's bid process.

" b) As a general rule, the Ombudsman will caly consider complaints pertaining to
bids valued at RS million and above.

c) Complaints involving bids below RSm must be sent to the CPO of the relevant
Transnet OD for review, .

24.3.2 Powers of the Ombudsman

a8} The Ombudsman has the power to condict a full Investigation of a complaint
and to make appropriate recommendatics to the CPO and the CEO of the
relevant OD of Trensnet regarding the zaproprate remediat ‘measures to be
undertakern.

b) Such measures may Include, but are not lir-ited to the following:
() ncelling a bid if there 1s 3 materia) irr2gularity;
(i} referring a bid back Tor re-evaluation;
(i} armending a bid decision;

(iv) recommending that letters of censure t2 sent to any Trensnet official;
andfor

(v) the institution of disclpfinary, cvil or ¢ri:ninal preceedings where appropriate,

Chapber 24: Functions of Gavernance Structures and Departments Page 134 of 202
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¢) The Ombudsman may also .n his awn initiative launch a review of any bid
award, regardless of whether 3 formal complaint was received or not.

d) An investigation by the Omt: dsman of any bid award may also be Inltiated by
an internal referral.

e} In most instances the Omb. isman will conduct the investigation without the
need for a formal, cral heari -g. However, In highly exceptional drcumstances,
the Ombudsman may in his -ole discretion conduct an oral hearing If it would
assist with the resolution of th 2 matter.

24.3.3 The obligations of Transnet’s Operating Divisions

a) Transnet's ODs shall:-

(i) immadiately refer any cc aplalnts received over the threshold referred to in
paragraphs 24.3,1b) and .4.3.1c) above to the Ombudsman;

(i) act within these Terms of leference;

(i) expeditiously comply with équests made by the Ombudsman in terms of the
Terms of Referenca and C eratona) Procedures;

(v} provide the Ombudsman with unresiricted access to relevant information,
documentation or persans n relation to an investigation; and

(v} abide by the dedsion of t 2 CPD and the CEO of the relevant OD of Transnet
regarding the implementz: on of the Ombudsman's recommendation,
b} Trensnet’s ODs shait not:
(i) preventa Bidder from mai ‘ng use of the services of the Ombudsman;
{ii) provide the Ombudsman v ith any misleading Information; or

(i) act vindictvely toward : Bidder who made use of the services of the
Ombudsman.

244 CAPITAL INVESTMENT COMMIT: EE (CAPIC)

24.4.1 Purpose

The CAPIC shall ensure that the i 2sources that Transnet SOC Lid ("the Group”)
Invests for the developmant of capi 3l projects are strategically managed and shell to
this end-

a) Ensure that decisions relating to caplial expenditure are consistent with the
strateglc focus of the Group; 2 d

b) Ensure that cpital expenditu. 2 comb!!es with the budget and business plans
approved by the Board.
24.4.2 Compaosition

CAPIC is constiited as a commitee of the Transnet SOC Lid Group Execulive
Committee: ‘

= Chairperson - GCFO

» Secrelary - Group Company Secr-tary
The following shall be members of ¢ \PIC: |
» GCFQ (Chalrperson)
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GCE {ax officio)

« Grotsp Executive - Trensnet Capltal Projects

Chief Executive Officers - TNPA, TPT, TFR, TRE and Pipelines
Chief Information Officer

» Group Treasurer

e En
prem gy
»

.
Ly
» -

R ey :1 — :
I

s General Manager - Group Finandal Planning
= Group Chief Supply Chain Officer

The GCE may at any tme change the composition of this Committes or detamine
that a person other than the GCFO chalr meetings of CAPIC,

The Committee may Invite such gther offlcers of the Group as ik deems fit to be in
attendanca at CAPIC meetings.

N e N

24.4.3 Terms of Rt}ference
CAPIC shall:

!

a) Ensure that Investment In respect of capital projects s consistent with the
strategic focus of the Group and deals with the business of the Group In an
Integrated manner;

T
Lofi
H
&

ey

b) Ensure that capital expenditure is In accordance with the budget and business
plans approved by the Board;

.'""""‘1

c) Determine the factors that shall Inform the prioritisation of any capital
expenditure project over another; .

d} Monitor the implementation of project plans ta ensure that approved capllzl
expenditure projects are carried out with minimum delays;

_n e s
S e

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 unavolidable clrcumstances, It be necessary to effect such
amendment;

P

Ensure that in respect of eacli capita! investment profect proposed for
consideration by CAPIC, certification is given that there was proper compliance
with applicable processes relating te amongst others, risk management and that

‘ such projects reflect optimum value for money; and
i
}
%
‘

g} Conduct post-implementation reviews throuah, amongst others, external
auditors, to determine, amongst cther things, whether valug has indeed been
derived by the Group as a result of the relevant capital investrierit.

S ——— € -y
< 3

bCs

—n
-

24.5 BOARD ACQUISITIONS AND DISPOSALS COMMITTEE (BADC)

g 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 znd malntaln the Group's acquisition
L] and disposal potidies.

)
—

-
=

-
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24.5.2 Composition

2} The Group Acquisitinn 2 d Disposal Committee ("the Committee™) Is constituted
as a committee of the Tr nsnet Uimited Board.

b) At least four directors ¢ the Group shall be members of this Committee, the
majority of whom must . & independent non-executive directars. The GCFO and
the GCE shall be ex offic » members of the Committes.

€) The members of the Cmmittee will be selected by virtue of their specific
expertise or business fc us, but with a preference o members with specdfic
experlence in procureme- ¢ practices, law and finence. They must be capable of
exerdsing sound, unbias: J judgment in order to fulfil their duties,

d) The Secretary shall be th . Group Company Secretary.

e) The remuneration of " Chalrperson and Committee members will be.
determined by the Grougr Remuneration Committee and approved by the Board
in accordance with the fz ¢+ structure approved by the Shareholder.

The following shall attend by | vitatlon:
2) The Group Chief Supply C saln Officer; and

b) Such other persons det:-mined by the Committee, who may include, where
deemed necessary by b a2 Committee, members of senior management and
Independent acquisition z 'd disposal experts.

24,53 Rales and Responsibilitie :

a) The Committes has an ‘ndependent role, operating as an overseer ¢f the
acquisition and disposal * nction within Transnet. The Committee will also have
the power to consider 2: d approve acquisitfons and disposals in terms of its
mandate from the Board.

b) The Committee does not assume the funcons of management, which remain
the responsibility of the executive directors, ofiicers and other members of
senior management.

24,54 Authority

. a) The Committee has authc ity to:-
(i) have access to any in”armation It needs to fulfl its responsibtlities;

() seek Independent @ vice at the Group's expense, subject to Transnet’s
procurement palicles - nd procedures;

{in) have direct access to  ny executive of the Group or s subsidianes; and
(iv) make amendments tc the mandate subject to approval by the Transnet SOC
Ltd Board.

b) The Comimittee may for 1, and delegate authority to, committees and may
delegate autharity to one  r more designated members of the Committee.

. €} The Committee shall mal 2 the recommendations to the Board that it deems
approprizte on any area v thin the ambit of its terms of reference where action
or Improvement fs'require: .,
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e

24.5.5 Terms of referenca

=

e
——

The Committee shall:

7
——

a) Oversee an annual review of Trensnet’s Procurement Procedures Manual and
the Constructior Procurement Policy, Processes, Procedures and Methods within
Transnet Capitsl 2rojects and ratify any amendments thereto;

R

b) Pra approve bi:s within its delegated authority up to the maximum of
investment deds. »nfbudget, before the bids are Issued to market. This includes
aoquisiion and disposal of movable and immoveble property, capitsl
fnvestments, ope: ational expenditure, the provision and acquisition of Services,
masntenance, reforblshment and the establishment of Infrastructure, purchasmg
of fuel, but exclu'es quarantees, indemnities and securities;

¢) Menitor trends in Jeneral procurement spend;

et S A Aty S ¥ e

. H 13 -~

¢) Monitor trends in SD spend and progress on plan (indudes support of Nationat
Grawth Plan, SO, oreferential procurement, and Enterprise development);

!
[

e) Monitor compliar e with PFMA and related supply chain management norms and
standards and ac sise the Board of potential risks in refation to irregular as well
as Fruitless and V' asteful Expenditure emanating from procurement practices;

f) Conslder sirategi acquisitions and disposals and make recommendations to the
Board;

g} Consider, for recc nmendation to the Board, potential private sector partidpation
models;

h) Apprave, where =3 delegated by the Board of Directors, the award of blds in
accordance with the Company’s Delegation of Authority Framework. The
Committee may & prove modifications to bid awards where the cumulative value
of the contract plus the modification does not exceed the fimits of its delegation
of autharity as stz ed in the Delegation of Authority Framework document.

foaan -

1
'J

i} In considedng ths approval of a bid or Confinement, the Committee shall have

regard to eny rec. mmendation made by the relevant AC or senior official within
Transnet,

B e T SRty

j) The Commities st 3l submit a list of all bids falling within its delegated authority
. ' and approved by :: to the Board for information purpases only, With regards to
matters above itv maximum threshold, it will constder such matfers In the
l i normal manner, 2 d then make a recommendation to the Transnet Board.

!

K) When considering 1y Bid or any amendments thereto, the Committee may:-
- (i) Investigate an, actlvity within its Mandate;

l fi (il) ask guestions ~nd request information or advice from any person;
i (i1} request any er sployee to appear before the Committes;

l ' ‘ (Iv) refer the subn ssion back for reconsideration; .
L (v} note matters 1 -esented to it for information, and/or offer comments; and
l 7 (Vi) reserve a decision pending further fnformation or clarification of a spedfic
T . matter.
1

.
! |
3
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) The . mmittee shall also app- ve disposals in line with the Delegation of

Authc ty Framework document,

24.6

24.6.2 Compo- on

INTEGRAT: D SUPPLY CHAIN MAN. GEMENT (ISCM)

Using best practice principles, and . dertaking a coliaborative 2pproach across all
0Ds and ¢ oup, an Integrated ‘one s pply chain management (ISCM)' strategy and

operating

- odel has been developec with centre led Centres of Excellence (COES)

with cross functional teams, compr ed of divisional and corporate task team

members, o deliver value through wnproved efficlencies and compliance to the
regulatory -nvironment, The iSCM Ge 2manca hierarchy s depicted In the flow chart

below,

iSCM Gavermance ¢ tructure
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L .
f} 24.6.3 Centres of Excellence
' .

i

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
l 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
i plan supported by Enterprise Risk Management (ERM).

The current COEs within 1SCM are as follows (fgure [41)):

LRV S —

Inbound supply chain

ERY  Current CoE Valua COEs
Nota CoE [ e e

Jve}
8
=
=
-3
g
25 . ,
SipRiari R
; ] n%ﬁgpf%}é
; 5
‘ g
3
¢ =
f (o il
. 24.6.4 Integrated Sl.lppllv Chain Management (ISCM) Strategic Themes
! - The following are the key strateglc ISCM themes:
| N
4 i
\_) ” . «Corporate Plan - Voluma and revenue prowth
. ] . = Crasting capacity
- » Operational efficiency
i « Financiat strength
/ -SHEQ
N « Development

AR . ——— e — T S,

-
[

ISCHME « Develop supphierbase
SCMStrategy | Qpiimiza menetary and sogal value from sourdng
activities
. Iénaceasa supply chaln efficdiency to bacome World
5§

-y

A

« Proactively manape compliancs risk
« Integrate SO sirateqy

AN AN At e, —————

- Support NGP objectives {e.g. job creation, etc)
through:

+Leading ampewerment and transtormatdon of
supptierbase

»Leverage proorement to develon local suppliars to
supporct loczlisation and md-.rsma;sauTn

l} { LS i D Figure [42] = ISCM themeas vl o
r

. Chapter 24! Furctions of Gavernance Structures and Departments Page 200 of 202
l‘_ } August 2012

005l)365-0001-0251



0‘7 0365-0001-0252

TRANSNET-REF-B&NGI00780

FOR INTERNAL USE ONLY ' PROCUREMENT PROCEDURES MANUAL

24.6.5 Group iSCM Governance

The Group iSCM govemnance function is the author and custodian of the Transnet
Supply Chain Policy and the PPM.

Some of its key functons are to:- |

a) lssue and review the Transnet Supply Chain Policy and PPM (incduding standard
bid documents and templates);

b) monitor carrect interpretation/adherenca to polides and control measures in
collaboration with audit;

¢) 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 pacity at O level;
f) administer Transnet's List of Excluded Bldders; and
g) provide assistence and expertise on all governance related issues,

24.6.6 Role and Function of Group Chief Suprly Chain Officer (GCSCO)

The GCSCO is the head of the Group 1SCM Funcion. Hefshe Is responsible for the
whole of the supply chain funcion within the Transnet Group. Although the OD CPOs
report directly to the OD CECs, coliaboration and synergies between the relevant
supply chain functions are achieved via the iISCM Coundl. This forum meets at
predetermined Intervals and has representztion from alt the OD CFPOs,

Apart from chairing the iSCM Council, the GCSCO is responsible to vet and
recommend all supply chain refated submissions requiring Group approval {e.g.
confinements, condonations, new cohtracts and amendments exceeding the DoA of
the OD CEDS) .

24.6.7 Terms of Reference of the iSCM Council

Group I1SCM has been mandated to effectively integrate ali supply chaln management
(SCM) activities across Transnet’s core businasses, to ensure that the effidency and
effectiveness of doing business in South Africa s drastically improved through SCM
best practices. The ISCM Coundll is a structure set up fo ensure that the iISCM
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 funct!ons in terms

of:
s  Processes and Procedures;
=« Systems;

s  Human Capital Development; !
e  Strateglc Sourcing;

« Contract and Supplier Management;

« Capital Procurament;

+  Warehousing and Logistics Management;

» Policy and Governance; and
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= Knowledge Management.

The Councll will also ensure a unif:rm strategy with regard to Broad-Based Black
Economic Empowerment. It will driv: the implementation of B-BBEE Initiatives with
reqard to Preferential Procurement and Enterprise and Suppller Pevelopment in
terms of the Govermment’s New G-awth Path strategy, to ensure that Transnet’s
obligations in terms of these importent Issues are met.

In addition, the Coundl will be the -ustedian/guarantor of world class standards in
supply management, professionzlis.a, ethics and the proper implementation of
related polides and procedures thro.ghout Transnet. It will also identify commodity
groups where standardisation across the Transnet Group, or the consolidation of
spend on commonly used Goods anc Services can lead ta financial and other benefits
for Transnet as a whole — transversai contracts,

S

/]
|
|

24.6.8 Composition of iSCM Council
The: Forum will consist of the followir J members:
+  Group Chief Supply Chain Offiz 2r, {Chairpersan)
»  Executive Manager {(Supply C:ln)
+  Executive Manager (Strategy ¢ Execution)
«  Executive Manager (Supplier U 2velopment)
«  BExecutive Manager (Strategic - ourcing}
« CPO ~Transnet Freight Rail.
F » (PO ~Transnet Rail Enginzeri:g.
i ] +  CPO—Transnet Port Tesminals.
« CPO —Transnet National Ports Authority.
I"} «  CPO-Transnet Pipelines. T
I s CPO-"Transnet Capital Projecs.
+ (PO ~Transnet Properties.
o CPO - Transnet Corporate Cer Te.

] The following Managers will attend :neetings of the Forum on an ex officio basls as
-1 and when required:

+ Al COE Leads.
»  Manager: Policy, Governance I Standards, iSCM,
’ _ «  Manager: Compliance & Risk, 13CM
AR \*‘- »  Manager; Contracts, iSCM,
' For the complete iSCM Coundi Ter s of Reference please refer to the Group ISCM
\T Intranet website)

| ! 24.6.9 Role and Function of the Chief roctirement Officers (CPOs) .
L
i

The CPOs of the Transnet ODs are t7 & heads of procurement (see Section A, Chapter
6, for the role’s detalled delegaticn).

s Hefshe Is also respensible for the d-y-to-day proctrement activiies of the QD. The
role of the CPO Is also to ensure ©iat the procurement function runs according to

accepted world best practice and -hat optimal value is achieved when procuring

} Goods/Services for hisfher OD.

e
| S
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