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' ? 10 December 2013
I ] . Mr Thamsanqa Jiyane _. ' d ‘
I _ General Manager (CPO - TFR)
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locomotives for the General Frelght Busing:

.._gn..‘

A

Report of the Cross Functlo
Evaluation Team (Finance)

Purpose of Report

The purpose of this report i is to detall '-.w_‘ nance -‘-Anrt ogJecljves scope, a;sumpticns
risks and findings from the stage 6 evalti SR

el yie T

Our understanding is that the contents of th!sur ort will be tised as a basis for
communlcation to the 1064 locomotive steenng; mmittee and the TFR Chief Executive.
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Background

Transnet Issued an RFP for the acquisitior of 465 diese! Jocomotives as was outiined in the
locomotive deployment plan to ensure :iat TFR would be in a position to provide the
required capacity in support of the MDS. TR also has a need to modernise and upgrade its
current fleet of diese! locomotives as part of the fieet Is in need of replacement. As a result
of the above, TFR has a requirement to ¢ ocure new locomotives in the short, medium and

long term.

The alm of the RFP wes to elicit bids frc n locomotive suppliers for. the proposal to supply

diesel locomotives (the Locomotives) in uch a way so as to contribute suffidient tractive

effort to support TFR's growing General - -eight traffic projections In the most cost effective

manner,
A Cross Function Evaluation Team (Finz ce) ™ GEET (Finance)” was requested to assist In .

the svaluation of the financial and reldted” elements of the tender submissions,
Predetermined criteria, scoring and ass ¢ %E weightings (which were approved by the

} the basis for the stage 6 financial evalua m.
[ ]
3 ‘) Finance team
! The foliowmg ﬁnan Senel were = spointed by the TFR. Chief Executive as the CFET
‘ ] (Fnance) and wer§ ‘" oived i hg evall Hon:
N ’-é:,, 5 )
: f Yousuf Laher — BX Il -7, TFR,Finance *
Danle Smit - Depu Tasurer M | gubffice - Transnet Group Treasu
) W ' puty =0 P v ’ .
o »% Zunaid Vally ~ Executive Maf c , TFR Finance
J Thaba Seapi — Senlor Manager, * 7R Finance
L Mohammed Moola — Senior Man. ger,..TFR,‘Hnénce._ T
J Tsietst Tlalets! — Senlor Manage: Transnet Group Treasury '

.- . - v__
rd
A
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Briefing session and bidders included in stage 6
The Supply Chain Services (TFR) {"SCS") team in the presence of Transnet Internal Audit
("TIA") brizfed certain members of the team on the first day of the evaluation. The following
aspects wee mentioned to the CFET (Finance) In this brigfing:

» The tecanical team required the base price to be normalised based on various opﬁoﬁs
that we e requested to be included as part of the locomotive technical specification;

e All four bidders have made it to. stage 6. and as such, they all have to be-evaluated as

part of “his stage of the evaluation;

These files remained in the contro] of SCS for the daia on of the tender evaluation. At no
point durin] the evaluation period were any files, doz%ms or notes removed from the
- boardroom:= where the evaluations were being peﬁome% documents or spread
sheets gar srated by J@’m (Finance) during evaluatongsessions remained in the
s Rwas conducted.

Cerizin tecwnical fi les _‘ c ed finandal information relative to the option pricing

) o rhn

were revie.'ed for further- tnbd darlb,' on the pricing evaluation. The reason for
reviewingthe technical files¥ias as 3 restiimf bidders providing the detziled explanations
and submis sicns for certzin as%g the 1@&1 the technical files. These files were ‘again

only review :d In the presence of theg§CS and TIA personnel,

SCS provid-d laptop computers with which to conduct the evaluation. All workings were
conducted ~n these laptop computers. These laptop computers were never removed by the
finance te:m from the boardrooms where the ‘evaluation took place. These laptop
computers -emained in the possession of SCS when not'in use by the finance team. CDs
returned b, bldders with the relevant financial information required for the evaluation was

joaded ont:: some of these laptop computers. These laptop computers were used in the
presence o the SCS and TIA persorinel,

All backups of files on these laptops were kept by SCS on hard disks in a safe location,

2013/12/05 BA8PM - o - . pageaof3r- -
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Declarations of interest /conflicts ' ‘

All CFET (Finance) members completed and signed their declarations of inferest as required
by SCS before the commencement of the evaluations on a regular basis. No CFET (Finance)
member declared any interest in the bidders or deciared any conﬂlc:l: of interest throughout:

the evaluation period.

-Scopé

The scope of our review was limited to evaluating the fol!o\.xlggﬂin tarms of stage 6 of the

RFP and the approved evaluation criteria for this stage, Mgims&d by SCS, the percentages
and criteria listed below are the predetermined criteria aStspecified by the Tlansnet Board.

WHAT S BEING WEASURED &7 | GWHGHAT | EFFECTIVE
V&, | WEIGHT
100.00% || 60.00%
N
1{Price 30.00% | [55.18.00%
2| Total Cost Of Ownership (TCOZEh,. 20.00% " 12590%
3| Delivery Scheduie (DS) b, o, 25.00% 1| 15.00%
S B o N N
4Payment Teans {FT) kN T 10.00% B8.00%
@B sk
S|RFP & Contractual Compliancs (CC) w ‘13} 10.00% 6.00%
L= A ;
6|Financial Stab:llty{F.S) N 5.00% 3.00%

« The “Prtce”*e Iuatl ﬁntena required hedging costs and escalahons to be included.

This was changet ZJs
escalations (referto the detailed explanations in the report belaw).
. ~x

The detailed scoring criteria and sc'on'ng results are included as part of Annexure A.

With regard to the pricing of options we were provided a list of options from CFET, ™™

(Technical) for the purpose of Including these items into the base price. Our scope ‘was
limited to Including the prices as provided by the bidders for these technical oplions into th

_ base price. We did not have access to technical files to verify that the responded technica
scope. included these options or not.

. PageSofBﬂ .
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r] _ Technical team involvement

™ _— . ] L
| ‘ At certzin stages during the evaluation the CFET (Finance) requested, through SCS,
' assistance from the technical team amund aspects of:

!
. 1. The requestto normallse the base price;
;“' 2. Conducting an evaluation of the energy models subm:tted as part of the TCO

evaiuation;
3. Reviewing the scheduled and;unscheduled maintenance elements of the TCO model

H

i g

t__J for reasonability.
)

T 77T Details of this assistance are summarised below:

T S

A

1, Reguestto ormalisewebase ice

r—
-~

4 i.l',:‘;'
I As part of the request to normalise tHein 3se price, a schedule was provided to the
i ] CFET (Fnance) of items that the C%echnlcal) advised were required. In these
N instances, the CFET (Finance) were adviged: £ .
!I'"‘ ';’-‘1 \ F. -1‘_:"
;J « that ceriain bidders had provided thesetEme 28 “options” in their submissions
and;

options” howeve;, the CFET

S

o Shrelevant bt
IR r : ncluding the cost of th%’tﬁk%n thelr base price; g \__J%
l_‘ } . » Obtain pricing, for those “items” included in the schedule, from bidders who had
t i " notsubmitted quotes-and
‘ » Effectively’ the CFET (Finance) were requxred to “normalise” the base price
o submisslons for appropriate comparison between the bidders for those options
' that the CFET (Technical) belleved must be Included In the pnce.

]J » Adjust the price of ; ders where bidders were not consistent_in

o :
l Two members of the technical team (Chiisto Uys and Elvis Tshrvjlinge) were made
8 T available .to discuss and dlarify the base price “nonmalisation” Issues. These

'« ' discussions took place in the presence of SCS and TIA.

Subsequenlt t4 the initial phase of the evaluation, darity questions wer.e' subﬁﬁitte& o
l'* o the bidders regarding the requirements of the detalled schedule (Annexure B) from
- C o the CFET (Technical) .

} 2013/12/09 05:18 PM - ' . o . . Pagesof37.
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The CFET (Finance) used the responses received from bidders on clarification
questions to conclude on the final ‘Normalised Base Price’, “ .

2. Evaluation of energy models

N .~ Five members of the technical team (Devendran Govender, Winfried Mors, Trevor

A Downing, Justica Ngwenyama and Chils Uys) were made avallable to conduct the

energy model evaluation. The energy model was designed by CFET (Technical) and

; was fully evaluated by CFET (Technical) without the involvement of CFET (Finance).

_ CFET (Finance) incorporated the results of the energy model evaluation into  the
stage 6 TCO mode[ financlal evaluation.

3. Review of the sch dued and_unscheduled malntenance regimes within_the TCO

models as submitted by bidders

The CFET (Finance) found numerous En‘ceg éngsistencies in the manner in which bidders

ch=ge t~ complete the scheduled arig@nscheduled maintenance portions of the TCO
v .agl. The CFET (Fnance) recommd that e CFET (Technical) review the
models for reasanabllity with the purposes ‘uﬂ aflowan the CFET (Technical) to guide

the CFET (Finance) in making decisions to 5coj _;?i Re TCO models submitted as well

as to guide the CFET (Finance) in thetr delib&ations as to whether the models

s

-

7 l This matter was reporte 0 the 5CS representahves present. We were adwsed that the
process of evaluation must continue with TIA continuing to perform the oversight role’ for &

)
} good govemnance. .

y 2013/12/03 05:18 PM * . Page7of37- -, -

0057-0368-0001-0008



| j' s R s S e FRANSNET-REE-BUNDLE-01279-

I

992

_] Methodology of scoring:
l ) Scoring of points was completed using the set predetermined criteria and welghtings fo-r
;‘ each section of the financial evaluation. -
l ) . The process for scoring, checking and evaluating the ;fjort-listed bidders was done jointly by
{ all members of the CFET (Finance) In the presence of SCS and TIA. All results submitted
l were based on consensus agreement amongst all the CFET (Finance). Yousuf Laher was &
. key person in the development of the evaluation model and RFP requirements, in
! conjunction with SCS. He outlined to all members of the CFE{' (Fnance) the processes,
I & procedures and methiodology of scoring. | B
L

I ol Meetings held
1 ‘ _;,; During the course of the evaluation, all meetings were held In th&i esence of 5CS and TIA.
l } These induded meetings with the following parties: <

0('7-0368-0001-0009

L o M

team around the energy model); '1{.‘ -

Legal (the purpose of these was toatyise andsassist the legal representative during the
contractual compllance evaluation); %

Meetings with CPO (tfie purpose of theSE\Er aSagiainly to provide the CPO with
an update on the progress of the finandaevaluation process and to ebiain guidance on
certaln matters that required Interpretaho%‘%?apfmanon related to the RFP or others

ST

sectidnsddEemieal/SD of the evaluation)

o Ly
e -

e,

2013/12/09 05:18 PM" ' _ A . Page8of37. -
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7 _ Results of scoring
7 1. Price
il The result of the "Price” evaluation Is refiected below:
f z AT 1§ BENG WEASTRED [ EFFEETVEWEGHT SO5ER ;
WHAT 15 BEING MEASUREL Y - = - ]
L
|
| .
L :
S « The Board approved evaluation criteria supplied to the CFET (Finance) indicated
’ [ : that the price evaluation must be done on the basis of the price including foreign
exchange hedging costs and escaiaﬁ DS

o Indexahpn formulag,used in pricing calculations;

Most bidders chose the option of providing prices based on either escalation or
indexation based pricing. Most of the bidders did not offer a fixed price as was
required by the Board approved evaluatlon criterfa in order to conduct the |

evaluation;

J » It was noted that bidders provided various differing escalation regimes that were
} o not comparable to normalise a ‘Base’ price over the period of the lncomotive
" : supply contract;,. .. . rq

over the delivery period due to the risks Involved for them In-this type of a

‘ e Some bidders were not willing to Pmlide fixad pricing (fncludsng escalation)
pricing mechanism; %

2013/12/09 05:18 PM . Page9of37. -
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l _} Hedalng Costs

' ‘) » The wording of the RFP with regard to foreign exchange hedging :':osls was
- subject to interpretation in that bidders were recommended (but not required) to
_f? provide a price incuding hedging costs;

- « The RFP stipulated that TFR would prefer a Rand based contract and that the
bidders must submit the cost of hedging and a hedging strategy. Although some
l bidders did provide the cost of hedging, they stated clearly that appropriate
] hedging strategies will be discussed and agreed upoh at the contract award
l 5 . stage. In addition as part of their RFP response some bidders provided the cost

l

SRR -of hedging whereas other bidders did not submit the cost of bedging; —~- -~ ————

I ) » Through a process of clarification and In order to ensure that hedging costs were
L] i ' excluded from thelr *Base’ price, al?éi‘iers were requested to confirm whether -
- e g . thelr *Base” prices quoted exclud 51 reign exchange hedging costs and If these | ¢
' i 5 ' ~ were Induded to then provide h,g._ antum thereof. Bidders were also requested
to provide us with an estimated cogggf
price or not;

-fﬁi-

.
L

cdue o exchange rates fluctuating

: «  As the cost of hedging will most: likely changé:
s between evaluation and final contract signatur , and because the cost of

_ .} hedging will in any case be base-lined, checked ‘foiyreasonability by Transnet
o Treasury, and agreed to an the date of contract signature, it would be more -
l, P . appropriate to exclude the cost of hedging from the evaluation at this polnt;

Postuthese clanﬁcatsons we noted that one bldder (bidder 1) did not want to

| o STt

W g %Jmpoﬂ:ant BRint to note Is that none of the bidders indicated that they were . .
. ) illing to en%t: a foreugn exchange hedgmg arrangement with TFR at the _
l,; ‘ timef contract SJ%% .
l ‘ F‘nhevaiua on methodo!ouﬁescalatlon & hedaing co ) -
I i W K

! . In order to peed with the price evaluatlon on a consistent and Falr basls, the

} CFET (Finance) agreed, after consultation with SCS, that it-would be more

a appropriate to exdude escalations and hedging costs from the price evaluation

i j and thereby- atigin a more normalised price for evaluation purposes. This was

agreed to with SCS on the proviso that this change to the ~evaluation

) ’ methodology be brought to the attentio of the steering committeé and Transnet
Board for approval prior to the award of the contract;

: o
|

2013/12 9 05:18 PM - AR .. Pagel00f37. -
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Normalising the *Base” Price for evaluation

¥
] Technical Options
{ « The 'Base’ price, as submitted fny all bidders was normalisad fc * the “technical

: option” items as requested by the technical-evaluation team. Re’: “Annexure B”
f( which contains a list of all oplion items that were normalised;

» The provisioning of ECP/WDP and RDP was a mandatory regL rement per the -
. technical specifications. Based on our discussions with CFET (Technicaf), all .-
} bidders have confirmed, in the technical rsponsthat they fu! y complied with
. " this requiremént. It was therefore concluded Ratall bidders ©'ad included the
a cost of provisioning in their base price ‘;;j; adjustment ©» thlS item was
required for evaluation purposes, G2 N

1.
f'} :'55 o s The cost of either ECP/WDP or RDP was Included in fiigipase | ice, as the CFET
o * (Technical) have advised that it Is probable that this opharizwe Id be exercised.
s We were advised by the GM Logistics Integrator (Pragasee@ dllay) as to the
| number of ECP/WDP, RDP or ECP/WDP/RDP combination that h%;s’c be applied
: over the fleet, (refer Anexiue B for allocation and associated c- st°0f this split);

- % A2
) » All bidders included the progsionir CP/WDP or RDP ln’m in heu‘ price;

: . however only bidder 2 incudgi, th
r the advica from CFET (T echn! % ; ' i ncluded the equ pment cost of

s,

= onto thém:base price fo the purpose of

change as pa f the imported content of their price. As < Jch bidders made

¢rwn assump jons and each used a rate and date of thelr cholce. The result

nay |

of s that a comiparison of base prices with different dates nd rates would be
{ncons%‘% IndBrder to normalise the price for chang s due fo foreign

exchange differehees and movements.since RFP closing date, he CFET (Finance)
normalised ‘%ces based on exchange rates as at 11 * November 2013
(USDfZAR 10.37, EUR/ZAR 13.91). As a consequence bidders were requested in
a clarity question to confim thelr forelgn currency componer s Included In theif
" 'Base’ price. These foreign currency components were conver: :d at spot rates on
the 11™ of November 2013 for the purpose of compar g pnces between

=
icders;. ‘.. | | . @ |

. .
. s *
. . .
' .
. .
. . ,
* e

| ‘ 2013/12/09 05:18 PM *
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Using TE as a main subcontactor

s The RFP part 2 dictates as follows “partidpation of TRE in this locomotive
procurement process will be prescribed”. In terms of the evaluation governance
process CFET (Finance} does not have access to “Suppller Dévelopment” files. As
such CFET (Finance) assumed that all bidders have provided pricing based on the,
utilisation of TE as the maln subcontractor;

e oy

. r-._.,..uu....m_..._ -
u_.-) A Y P
[ 2

'SCS however advised CFET (Finance) that the Supplier Development files
submitted by bidders Indicated that Bidder 1 did not specify the use of TE as the
main subcontractor and that this could have a potential price adjustment
~ " - Implication, SCS. also. mentioned that. bidders were likely to make different. _
assumptions In the use of TE as a main subcontractor including the percentage
that would be subconiracted. These assumptions which were not specified by
TFR In the RFP process could diffestsignificantly between bidders. Accordingly

|

M NS NN NN W SN GBS BN
2

Lo

R . SCS subsequently decided to obmin Clarity frem bidders on this matter; ég
4 ‘- =
l t . SCS in conjunction with the TFR C d Transnet GCE and GCFO decided that
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subcontractor. The clarity request .";i ** stablish what proportion of the
bidder’s price related to the use of TE;

r
.
W

3
l }  Accordingly, hememodolngy provided to the CFET § mance) was that all bidders
should b cluding the use of TE as a main subcontractor in order to

T
=)
(=]
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=
i
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I,
24
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b m% \[SpOnses were only Issued to Bidder 2 and Bidder
4 (those bidders wig’ e8itpe, use of TE as a subcontractor).

""I.:-i. :
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« Bidder 3 had aIready Ided pnung with and without the use of TE as a .
subcontractor and indicated:that the impact of using TE as a subcontractor would
be a decrease in price of R 1 40 000 per locomotive;

0 -
. " !
[

C!anty responses were received from these bidders who indicated the_impact on
price and the new bid price for 465 locomotives If TE was not used as
subcontractor. The summary of these responses Is as follows:
o Bidder 4 provided the required information as requested and indicated
that the impact of using TE as a subcontractor would be a decrease In
ptice Df'R 1046 050' SRR ST meein e .
. Bldder 2 prowded the required information, hOWeVEl' we noted that thelr
_ new submitted bid price excluding TE as a subcontractor did. not reconcile
to their original bid price. This posed a risk to the evaluation of the price
B _ and the CFET (Finance) subsequently consulted with 5CS to explain the
1, - - . concern as the impact of this difference was significant in relation to the
J] . final scoring én-prics;, '

ey

e

‘
0

..
LY
19
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\‘ o I was subsequently decided by SCS that further dlarity from Bidder 2 was
;7 © required to understand this difference. SCS together with a representative
of the finance team and’ in the presence of TIA engaged Bidder 2

telephonically on the evening of the 4 December 2013 to discuss this un-
! f reconciled difference;
: Bidder 2 indicated that the difference related to them providing a price
i based on the guote provided for fixed pricing as per the 1% dlarification
process Instead of the rice per their original tender submission.
} Subsequent to this telephonic conversation Bidder 2 submittad a new
darity and the subsequent submission from them that the Impact of using
} TE as a subcontractor would be a decrease in price of R 1 530 190;

- o The CFET (Finance) subsequently comp]éted the evaluation on this basis;”

from the normalised base price Is as

eith » In summary the impact of exdud|n1
) follows: :

“Bidder1 |- Biqger L | - Bidder 3 2] B

} _ Biddér 43 l
] i 4530 180.] 1 640 000 Jeg D4RIED

iy ; ) ey
« The normalised pricing YOsedwton eva;%}grposes of all bidders (capital

acquisition cost) excludingSIE as thegnain subemt‘ruactor e, using pirivale sector
as the main subcontractor jsSEmmarisediat

FBI0dEH2RER ﬁ)ﬂﬂbrﬁ‘%&"T&B:BHE@m o ¢

44232853 33254876 | 47761272 27 453 481

A ’.\%"t N

1| i efrr"

Othgg.than as nnted Tabove the foliowing additional assumptions were used by the

) ¥ CFET %‘f} in the ce evaluation: ]
S ‘ =  Where eumport ontent percentage was not supplied by bldders _as part of
} their pricmg Hro asal and or clarification then.the local content dec!aration form

as supplied byzbidders was used to obtaln the Imparted content;

= The RFP requested break point pricing for batches of 1ocomoti;.'é5 As the TFR
- —ime pequirement s for 465.locomotives, the CFET (Finance) used the pncmg provided )
by bidders for 465 locomotives to conduct the evaluation; _ ﬁ

» Bidder 3 quoted for a price induding and excluding utifising TE as the méir{ build -
subcontracter. We used the price. quoted where TE was included as the main

sub-contractor for evaluation purposes. A reduced price of R 1640000 per

! . locomotive was offered with private sector.build instead” of TE, coupled with ¢ - -
The reducad prlce was_taken Into account. for

oo 1Imn:atipns to locahsahon
‘ 2013/12/09 05118 BV ' N \PaEe130f37 AL
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o evaluation ¢ rposes as the evaluation was done on the basls of bidders using ths
' private sect:  as the maln sub-contractor for the build; -
» The price o: a standard list of capital spares and spare parts was requested &3
;"] part of tha : FP, to be induded in the acguisiion cost of the locomotive. Where
; l _ bidders add < additional items to this list of capital spares and spare parts then
= these items were excluded for evaluation purposes in order to ensure that tha
‘ ( bidders wer-: evaluated on the standard list thereby ensuring the evaluation was

performed c 1 an ™ike for fike” basis. In instances where a bidder did not provid =
' a price for = capital spare or spare part as per the standard list, then an averag=
at a realistic comparison was

price of the -emaining bidders was used to ensurel]
achleved;, -~ = T e

)'7 » The Bonus :oints for Value Added servi ".."be_ assessed, The main facte-

’_,__,‘.
A
ol

fechnical te :m had no view of the requirement of "vé‘ add" aspects and thz 3
technical te:m was not allowed to have access to the fiRgndal files. Therefora
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2. Total Cost of Ownership (TCC) '
ation criteria

The evaluation of TCO is conducted based on the fnllovwng five elements (a
maximum of 20 points In total):

1. scheduled maintenance (8 points);
ii. lost revenue (4 points);
. ifi. unscheduled maintenance (4 polnts),

iv. energy utilisation (4 points);
v. averall TCO result bonus points (2 points);

ed from bidders on the TCO modz . we
ted and unsdaeduted maintenance v: riecl

= Whilst reviewing the submission
noticed that the results of the sch

of the different maintenance regimes of th[ spectlve locomotives. ”'h-= result

of this is that the evaluation of the scheduled B sunscheduled maintena: ce
could be subjed:ve The items that contribute tothe.subjectivity are as {)llows:

5y dders 2d different jabour rates;

K 37 idders u%dlﬁerent prices for similar components . l
; ._- A -g

The matter was discussed together with SCS and CFET (Technical) and :was
decided that due to the subjectivity of this itemn, and because we did nc - want to
make assumptions to change bidders-submissions, different scenarjos i “luding

" and excluding scheduled and unscheduled maintenance should be pref:- red to
provide the Steering Commtttee with appropriate information to make . final

decision;

As per conﬁnnatlcn&fr‘gr;"éFEfr (T echn:cai) all bidders confirmed as par of their
technical submission, that they would meet the required reliability regi: € Le. [e
that the locomotives offered would achieve less than 1; faults per milli.-n’

kilometres. This contributes to reducing the risk of an unreliable locor :otive and

as such provide some comnfort should the unscheduled maintenance bz exduded

from the 'i'CD evaluation. The draft supply agreement includes & pen:ity @&-

reglme whereby should ‘the stated minimum reliabiiity regime (15 fault. per-

2013/12/5995 18PM - e . \Q
. L "
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million kilometres) not be reached then the penalty dauses would come into
effect; C.

T.1e resulfs of the “TCO” evaluation scenarios are reflected below:

S -enario 1 - all elements of TCO included:.

WHAT IS BEING MEASURED WEGHT; EFFECTIVE WEGHT EIDDER
1 2 3 4
E PHEED Tt BBl e H a0 ) P
A ~ o A ~
Scenario 2 ~ (TCO) excluding unscheduled maintenance and excluding
tonus point allocation
.%_:..‘é:
WHAT [S BENG MEASURED WEGHT| EFFECTIVE WEGHT EIDOER
) 4
a 1

feenario 3 - (TCQ) excluding nnsé o
raaintenance and excluding bonuss

. Page16 of 37.
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mptions used for T 1 eval

The TCO modei as submitted By all bidders was used as the basis for the
evaluation; ; .

)
Y ] . .
: « Escalation was normalised for all bidders for purposes of appropriate comparison.
: CP1 + 2 % was used as escalation for all bidders. CPI was obtained from the
3

current year's budget guidelines;
» The WACC rate was obtained from the Iaﬁup Financial Planning Policy
issued on the 1% of August 2012, and,-as used for the present vaiue
calculations;

i } " optional components requiring unscheduled repiacem
maintenance mterventlons vaned slgmﬁcantly, however, a nance fteam we

assumed that TFR's expected 2, would be an equal number of

: ]f focomotives per month, as per Thexdel |ery bateh
i _ years within the RFP (see deliveryzschedule notes below). The cumrent average
ER,[easing rates per day wes us%etemme the lost revenue value for all.
e Hhe lease revenue rate per

used for ali bidders was R 18 707 per

N
iy

» Some biddersTad uded exira optional components for unschedu!ed malntenance

which other bidders have not included In their TCO model, We have not
' removed this from the TCO model as supphers would know the unschedu!ed
,? 3 " ... . maintenance costs of thelr loco's besty;  ~ s —nan o )

Page 17 cf37 A
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r 3. Delivery schedule

FLd

- )’ . [~ WHAT TS BEING MEASURED [ WEIBRT| EFTECTVEWEIGRT] - EIDDER

tig s ed for delive dule evaluatio

"1
l i The result of the “Delivery” evaluation'ls reflected below:

‘ « The ef“r‘echve date of contract signature was normahsed to 1 September 2013 for
) all bidders in order to ensure conmstent scoring; .

« The RFP dosing date was extenda#about 7 months from 16 Ociober 2012 to

.p-,\ip.r

]‘. . 30 April 2013, As such, for the puspose of evaluation, the expected start date for -
i delivery (previously March 201@%%;!19;1&% accordingly and was moved
( .

forward by 7 months for all biddars ser 20ig);

schedula whereby they would
ild complete delivery of all 465

ey

\ dellver eariier than indicated in tha RFP, and- WG
’ locomotivas eadier than expected in the RFP, therithese bidders were allocated

the full pﬁ'@hﬁmbb for delivery for each subsequent year (where points
were allpcate re:r delivery s fully completed; .

';_e uct ; ."..; ance tests prior { to accepting locomotives. The length
ogEohauct SCep bance testing is completely under the control of

1Ly

o within the REP. As sders me thelr own assumptions regarding the time
{ aw taken to conduct acceptancedesting. In order to ensure consistency, the delivery
j ’ date as stipulated by bidderewas used to conduct the evaluatlon instead of the

acceptance date;

" content” This option was not considered In any of the team’s evaluations as the
N i4
} . preferred position is to maximise local content;

' o eame w

- la

)
2013/12/09 05:18 PM * ' . . - "+, Pagel1Bof37. -,
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I ] » Some bidders provided an alterative delivery schedule based on more “imported
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e delf\rery scheddles of ail bidders is summarised as per the table below:

I~
1*]
a4

Qcti14 | Oct15 [ Octlf Octl7 | Oct18 | Beyond

TER Plan 100 i| 1200 || 100 100 65 0 465

A
26 98 [] 133 |[*145 ||, 62 465
~ 207 1N 1o | 14 33 255 114
5 82 100 OB 177 465
57 165 165 7 ) 465

Bid derl
Bid ler2
Bid jer 3
Bic dera

a2 i=d =11=
-
R

The above delivery schedule assumes a.£on ontiget eﬁ%ﬁrene&s date of X September
201, The delivery schedule above would move out b %equa! number of months
fror- 1 September 2013 to the actual date the contract is sigaed.
. "?'Eg.

1 4. Pa} ment ferms

-

£ m%groved evaluation criteria req ed the evaluation of payment terms on a
S5 et PrésennValue (NPV) basis. Therefore cash flows needed to be constructed
. ‘or alt bid e%ing their declared payment terms. Cash Rows are generally a
"% actor _of payment, terms, delivery dates, discount rate and a price. As “price”
ﬁﬁ “delwery" arésevaluated separately as part of this stage & evaluation, the
- ﬁnance) standardised the price per [oco (R 30 million) and the delivery
scheddles JETRFP) for all bidders for the “payment tenms” portion of the
ZlugtidnkThis wauld fiave-the effect of Isolating the ‘payment terms
ofiered by bl‘ ="on the cash fiows for evaluation purposes, The primary reason [Q

. for this is to ensure that bidders who provide higherflower prices a
faster/slower delivery schedules are not benefited or penalised twice in
i ... evaluation process; C L ee _

H N

.« The draft supply| agreement 1ssued as annaxure 1 of the RFP stlpuiated a

different % preferred payment terms for TFR as compared to the preferr?d 2&\
payment terms stipulated in the RFP. After discussion with SCS we were advised
that bidders were advised through a darification that the preferred payment
terms of TFR is a5 stipulated in the RFP. Where-payments terms conflicted - %
betWeen the RFP response and the supply agreement response the payment

W

’ .' -' [} .' M
2013/12/0305:18PM' . - o " ¥( . Page190f37. -
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terms as o’ered by-bidders in response fo the RFP was used for the evalation
purposes; it

Where bidcers provided a percentage for the deposit payment, we applic | that
percentage to the standardised price to determine the deposit payment, whareas
where bidc zrs provided a fixed Rand amount we utilised that fixed Rand zaount
as @ depos:: payment on the standardised price;

The WACC rate (12.56%) was obtalned from the latest Group Finandial Piznning
Policy issu:d on the 1St of August 2012,-and was used for the present value

We used = standardised retention period glzbame
all bidders. The reason for this is thaLe 'rs had lndlcated re- r=ni:|cm
period to 2e when availability and reliability targere achieved wilch could
vary and ¢3n depend on various factors; &

We used = standardised retention period of 6 months Frome eptance cite for
all bidder The reasons for this is that some bidders had |n1@ed reention

' nd reliability targets are achieved which could

The payr 2nt terms of all bid

‘—':' -3 ' ' % .,?:L [ddgl l

sciDenpsit 1.08% e 1.43% 25.00% :0.00%|1

A 8857%]|. 75000l 17.00%
10.00%|

ﬁccépﬁ Ace 88.92%

Retentx 3

Pag:200f37,



TRANSNET REF- BUNDLE 01292

[ . - . EE.
Sy :
S e

§
] __“—H_ ” : ‘ 1 005

y
J 5. RFP & Cont-actual Compliance .
;7 The result of he “RFP & Contractual Compliance” evaluation Is reflacted beloy.
i . )
,.; T WHAT 1S Bt G MEASGED _ |WEIGHT| EAFRCTIVE WEIGHT] EIDDER
14 2 3| 4
i
} Evaluatic i of the contractual compliance matters related to the response: to the

P [

' l draft su: oly agreement by bidders was completely evaluated by Mr r’znneth
Diedricks (TFR General Counsel) from the TFR legal department, CFET (7i7ance)

incorpor- ed the results of the cnntractual compliance evaluztion into the tage 6

evaluatic 1 of RFP & Contractual Co

'} from th TFR SCS department. CFET.Jlna »corporated the resuI of the
- . RFP cor pliance evaluation Into the stigezgrevaluation of RFP & Coivactual

Compliz ce;

» Referer 2s werée,grovided by all bidders and ther g% SCS assumed th::a to be
adaqua Jangese ed.full rnarks for ail bidders. We were ad\nsed by SCS miat they

'. !I would ¢

6, Financial s

The result

BIDDER
2] 3| 4

f‘

fal v

. WHATISE ING»

f '_ E.n‘nznm’a‘réﬁ" E
ancial stability of the bidders. was assessed as part of stage 2 of the

= } evalua on process. Please refer to the CFET (Finance) report relating - stage 2
‘L_] Issued an 31% July 2013. The scoring from stage 2 was carvied forwar to stage

b of th ! evaluabon

o The fit

;o
I b Ak g

v}
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OVERALL RISKS

-

The following risks must be communicated to the steering committee and
considered prior to final contract award:

Price

Hedging and Escalations

= The evaluaticn and sconng for pncmg has been determined and explained above

=
5N

sy 1 am <
et ] e i e

e

I sis of exdudmg hedging costs

and escalabon costs, that the following ad Jhona s

et

g e
i
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m
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3
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a
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g
o
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g
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. Hedging;
ii. Escalation;
if.  Break pricing; &2

- ey
[—-

) S
summansed below In ordeiZio prowig ‘L- 2 steenng committee with a better

e e e “TRANSNETEREEBUINDEE-01:29 3oy

S

-

pricing provided by bidders for 465 locomatives to conduct the evaluation, Break
point pricing was provided by all bldders and the price per locomative varies
féwm .+ .. ... . dependant on the batch size of the order placed. This must be considered

should TFR decide to place an order for a smaller batch as the evaluation was
| not conducted based on smaller batches. A decision regarding whether smaller

batches will be purchased has not yet been made and tf'lerifore was unknown at
the time of the evaluation. The table below Indicates the break point pricing
offered by bidders (based on their ungtnal tender respanses where bldders used
the niain subcontractor of t'hew choice): . . PR

- ' - -— -
n >
%

— R L e —
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! BEE R et e SERD Sy S s e B See s o
" 1 42 872 500 41361250 |{ 40857 500 40 605 625 40 500 000
] 2 4D 057 313 34310215 32 304 515 3435635 ) | 3092935
L 3 41072258 |, 381064081}, 35880378) [, 35400000 | 36450000
r 4 30773333)] - 2ves4s3s(] 2878958 26 650 788 25 624 560
{ Loco's cumulative 108 200 300 400 485

: Loco's pet year 100 100 R 100 g5

v . ) )
TE as a subeontractor .

»  With reference to the section of the report abov

Isa requ1rement as per the PFMA approval lettersitom the DPE. As such
d'b iﬁﬁ

prices will have to be negotiated with the preferre er/s Inciuding TE
and thus needs to be considered by the steering comm : !&a prier to the

condusion of aluahon process as this could have animpact on the

final price;

ased en their choice of sub-contractor is
significantly different fidin ti‘te-(pnte% sed for evaluation purposes (where

the incremental cost ?%@ﬁs exgg@ This could change the
evaluation result and the figghprice contracted;

o Bidder 1 has not quoted usingglE as the main subcontractor, No cdlarity
was obtained from this bldder as mentioned in the report above, If darity
was obtained from this bidder and they indicated that there is no change _
to their price whether TE will be used or not.then the impact on the

evaluation scoring result could be significant;

o In addition it should be noted that should Bidder 1 become the preferred
bidder. then there is a risk of a potential price adjustment and possible
protracted negotiations. The finance team was uneble to reasonably
quantify the quantum of this potential price adjustment. Tt should be
further noted that the use of TE as the sub-contractor could be an
fncremental adjustment to Bldder 1" price based on the differential o
between using TE as a subcontractor versus the subcontractor costs o

already included in the price of Bidder 1s L{bmxssion, @\l

} %
} ' o The delivery regime that bidders provided was based on thelr choice of
< o sub-contractor . (sorne with™"TE and some using private sector %
subconb'actors) This could change shou!d bidders be required to use TE

\ . Page230of37. . H“{-S
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a5 a sub-'contﬁctor. A different cielivery schedule could have an Impact
on the evaluation result and the final delivery schedule contracted;

Impact of capital andmamtenance ares on

part of the RFP. All bidders quoted for these caplt-cll spares based on the
guantities provided and this has been included In the price of the locomotive
used for evaluation purposes. Following discussions with CFET (Technical) w