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Locomotive Delivery Schedule Update — Electric Locomotives
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FINANCIAL YEAR 2017/18

OEM

LOCOTYPE
Fx QUANTITY]

MANUFACTURING

ACCEPTANCE TYPETEST

ACCEPTED
INTO
SERVICE

|conTRACTUAL
PLANNED 1
DELIVERY

REVISED
DELIVERY
SCHEDULE

ON-TRACK
BASED ON
R/SCHEDULE
YES‘{ NO

NO OF

DELAYED '

LOCOS

CRRC
E-LOCO

22E
(359

1. TE manufacturing underframe £22128.
2. Car body E22122 complete.
3. Shot blast E221112 complete. 2 locos in

bhot blast process, 8 locos walting for shot

hlast process {backlog).

4. Car body paint partial E22111 and £22112,
5. Loco assembly E22106 to E22110,

6. 3 locos waiting for 3kV/25KkY testing £22104,
- £221065.

7. 3 locos in final QA and fault free trips -
E22099 to E22101.

1, RSR "No Objectlon”
notice received on 20
June 2016 after
uccessful completion of
cceptance Type testing,

98

110

110

NO

20

BTSA

1. Sixteen (16) car bodies recelved in TE
Bayhead. 10 locomotives busy with assembly.
2 locomotive undergoing static testing. 4

23E
(240)

Hocomotives transferred from Bayhead to

remid South for start of acceptance testing.
) Twenty-four (24) more car bodles
mpleted and signed off by TFR quality at
DCD.
3) Bogle line fully operational.
) 23005 and 23006 1005 and Radio testng
nd commissioning will take place on the week
ending 09 June 2017,

{. Acceptance testing
on-going on loco 23001,
23002, 23003 and
23004,

137

Awalting
Revised

Delivery
Schedule
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P A T

evcl



Locomotive Delivery Schedule Update — Diesel Locomaotives

FINANCIAL YEAR 2017/18
Loco ACCEPTED |cONTRACTUAL| REVISED | ONZTRACK | 6 o
OEM | TYPER MANUFACTURING ACCEPTANCETYPE " “mvro PLANNED  |peLIvery,| PASERON | peiaven
QUANTITY . SERVICE | DELIVERY |scEpuLE(R/SEFRULE racos
1. 135 x Locomotives in total have been Completed in
manufactured to date and since been handed  [November 2015.
over to TFR inception.
44D
GE (233) . A 125 108 0 NO ‘35
1. 20 locos comnleted by CRRC in China. 2 bhisy 11, Recelver firgt
— |with acceptance type test, 4 shipped and will two [ocomotives In
arrive in Durban by mid June 2017. 14 aboutto |August 2016 and
be shipped fromt Dallan. testing started in
September 2016.
2. 2 (Semi Knock Down Kits) completed [n
Durban but needs component change outs. Awaltin
Companents will arrive in Durban by mid June ng
DALIAN | (232) ) Delivery
Schedute
r—
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1 Appendlx 6T}2ANSNET RszwsE -01534

Nkululeko Slbrya Transnet Freight Rail JHB

i

From: Yousuf Laber - Transnet Freight Rail JH:
Sent: 04 May 2017 02:17 PM

To: lindiwe Mdletshe Transnet Fresght Rail JH3
b Ssubjet: FW: CNR Proposal

¥

Mail bzlow as requested.

i Best Rz zards T
ol Yousuf Laher CA{SA)

l . e p R o R A Bt - —— L L —— - — —— e . i . e At i

- From: Yousuf Laher Transnet Freight Rall JHB

" Sent: 73 July 201502:31 PM

- To: Li-diwe Mdletshe Transnet Freight Rall JHB <tindiwe. Mdletshe@lransnet 1et> e : -
Ce: Erima Molotsana {emolotsane@tia-snk.co.za) (emolotsane@tia-snk.co.za’ <emolotsane @tia-snk.co.za>

Yz,

-—’-ub_le : FW: CNR Proposal

BN NN NN AN UM SDS PN N M BB M 2R BN WS i
" H . |:"“L-_ &

‘_/-

’,

\\b

Reserd. .

BestR=gards
Yousui iaher CA{SA)

From: Yousuf Laher Transnet Freight Rail JHB

Sent: 21 June 2015 06:41 PM

To: Lindivwe Mdletshe Transnet Frelght Rall JHB

Ce: A10j 3ingh Corporste JHB; Garry Pita Transnet Corporate JHB; Thamsangz Jivane Transnet Engineesing PTA;
Ndipr'wa Silinga Transnet Corporate JHB

Subjct:s RE: CNR Proposal

1 Increasing the team size does not make sense considering the learnin-; curve will mitigate this requirement
s within a short time X
2 Negotiating with suppliers will eliminate tha inflationary cost related -3 the 4 additiona) months. In any case
et material costs generally don't increase on @ monthly basis, thus the iri-pact should not be as large as 1.8 %.
Also 1.8 % for 4 months does not equal 5.5 % but rather 7.2 % which i : excessive.
2 ~ From the exXplanation prodied, the incrémentaltost of prtrement foesnot relateto theemoveto - — -
i Durban. This should not be charged. Inany case 9 % interest is exces:ive.
) 4 The additional technical support requirement in Durban does not mat 2 sense, The cost of this technical
support should have been included in the original price.
On site service by technicians should have been included in the origin +f price. R31.5 m for travel and
relocation seems excessive.
Can the transpert not be done by TFR via rail cnntamers‘-‘ If s0 then ir surance costs would also be minimal
as would be internally insured.
R 11200 psm for shalving seems excessive? SCS can research this,
Has consideration been given to TP or TFR property for the warehous g?
- Why the additionaf forklifts? L
1). How much is the incentive and relocation cost per staff membar?
11. labour inflation does not increase on a monthly basis. The impact co 1d possibly only be at the end of the
project.
12, Labour Inflation rate applied at 5.5 % for the full year, whereas it sho: ld only be for 4 months (Cell E23 in
“staff" sheet)

1
: jl Dear ill; mycomments as follows:

L S
in

m

¢

L}
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—
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7] 13. The additional cost to rollaver the hedge must be checked by treasury

TRANSNET-RERB I%LE-01535
74
14. Additional bond costs must be checked by treasury

! 15, Contingency risk of 4 % and risk provision of 9 % is unexplained and seems to be additional pro't. This
Seems excessive. :

16, Obtain a detailed list of suppliers belng used in Durban versus those in JH8.

17. The cost of the long term maintenance consulting does not relate to the move to Durban (Cell 229
“staff”). This should not be charged as it should have been Included in the original contract.

18. Labour inflation is double counted (ref cell D7 & cell E23 “staff”)

Best Ragards

1 Yousut Laher CA[SA)
I~ }

From: Lindiwe Mdletshe Transnet Freight Rail JHB
Sent: 20 June 2015 01:12 PM .

To: Yousuf Laher Transnet Freight Rail JHB

Ce: Anoj Singh Corporate JHB

Subjact: CNR Proposal

'f“j Hi Yousuf,

:Q’;'r:-]' '

\ A ‘ease find attached CNR proposal FYA,

’] Regards
{

, TRANSNEF  Lindwe Mdletshe
' T Snr Manager: Strateqgic Sourcing (Locomotives)
: : Supply Chain Services
Transnat Freight Rall

oiisse060  H o83 2683365

011 773 0832 Lindiwe Mdletshe@transnet.net

0057-0369-0001-0010



b Appendix 64RANSNET-R‘EF—214\I?LE-01536

l Nikululeko Sfbiya Transnet Freight Rail JHB

1 From: Yousuf Laher Transnet Freight Rail JHB

Sent: 04 May 2017 02:15 PM

- To: Lindiwe Mdletshe Transnet Freight Rait JHB

a Subject: FW: Manufacturing Facility Relocation for Class 450 Locomotives Supply Project

Mail below as requested.

Best Regards
Yousuf Laher CA{SA)
From: Yousuf Laher Transnet Freight Rall JHB
Sent: 25 June 2015 10:12 AM
To: Lindiwe Mdletshe Transnet Freight Rail JHB <Lindiwe.Mdletshe@®transnet.net>
J Cc: Emma Molotsane (emolotsane@tia-snk.co.za) <emolotsane @tia-snk.co.za>; Aro] Singh Corporate JHB
i <Anoj.Singh@transnet.net>; Thamsanga Jiyana Tronsnet Engineering PTA <Thamsanqa.lyane@transnet,net>;
-~ . Garry Pita Transnet Corporate JHB <Garry.Pita@transnet.net>; Ndiphiwe SHinga Transnet Corporate JHB
J‘_ <NdiphMe.S|linga@transnet net>
Suhject- RE: Manufacturing Facility Relocation for Class 45D Locomotives Supply Project

|

Hi Lindiwe, their proposal has not changed from th2 pravious submission except for their new offer on payment
terms.

As such the comments per my mail over the weekend would still apply.

Thelr payment terms offer needs to be considered in light of Transnets cash flow situation, for which treasury
must advise.

.

H y ; r i

Best Regards
Yousuf Laher CA(SA}

o

i
ﬁ‘vj From: Lfndtwe Mdletshe Transnet Freight Rail JHB
Sent: 23 June 2015 04:13 PM

l g- Tot Anoj Singh Corporate JHB; Thamsanqa Jivane Transnet Engineering PTA; Garry Pita Transnet Corporate . JHB
Ndiphiwe Silinga Transnet Corporate JHB; ‘{ousuf Leher Transnet Freight Rail JHB
Cc: Emma Molotsane (emolbtsane@tia-

Subject: FW: Manufacturing Facility Re!ocaﬁon for Class 45D Locomeatives Supply Project

Good day,
Please find attached revised CNR proposal for your eview and comments,
Please note that both meetings that were schedulec to take place today, 23 June 2015 were postponed.

BT's proposal is still outstanding. They are having a0 alignment session this afternoon and they will revert back to
us today with an indication on when the “revised pr-posal” will be submitted to Transnet.

]
)
]
1
¥
]
|

00!0369-0001-0011



] TRANSN ET-RJfFjEPéLE-OlSS?
] Kind Regards

FRANSNET  Undiwe Mdletshe

. Snr Manager; Strateglc Sourcing (Locomotives)

Supply Chain Services '
£ Transnet Frelght Rall
seatgiret fortseaos B os3 2683365
e 011 773 0832 B2 Lindiwe.Mdietshe@transnet.net

J www .trapsnet.net _

Froim: Jane Dong [mailto:cnirssapm@163.com]

Sent: 23 June 2015 02:58 PM

To: Lindiwe Mdletshe Transnet Freight Rail JHB

Cc: ERI (BFELE]) ; TR (FIIELHE); Jane

Subject: Manufacturing Facllity Relocation for Class 45D Locomotives Supply Project

Hi Lindiwe,

As requested, | attached therevised proposal behind for your reference.

Once you confirmed the meeting time, just let me konw.

]
J
J
1
-

] Regards,

2015-06-23

Jane Dong
Communication Manager &Project Manager CNR Rolling Stock South Africa(Pty Lid.

Add : 3rd Floor, 85 Grayston Drive, Sandtan, 2196, Johannesburg, South Africa

Tel: +86 411 84197600 (CHINA) +27 10 007 2316(5A)

E-mail: cnrssapmi@®163.com

J Cell: +86 138 8958 3604 {CHINA) +27 61 934 7989 (SA)
l Web: www,chinacnr.com

0057-0369-0001-0012
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TRANSNET

meate and Confidential
Draft

WF

INVESTIGATION
OPERATION DIVISION: Transnet 30C Ltd
TIA CASE REF NO: To be con? med

TIP-OFFS NO: N/A
FORENSIC FIRM LEADER Lionel var Tonder
DATEOFREPORT ~—  |t4Jume2)y -
BUDGET HOURS 160 h nr& R%é%\am member (8 feam members)
ACTUAL HOURS 950y - %&
VARIANCE ggﬁa ‘%ﬁ
MATTER INVESTIGATED: . ‘i% &

Ilegatlons in the| -
media pertaining to a possible cepjiic fmterest Irﬁ?c 0

Assisting Transnet SOC Lid (%T% nsnet’) with a%zg uéic investigation intat

3% g Mr igbal Sharma ("Mr Sharma ).

ﬁ%espect o Eracqut
ReBhijiion-the Ic .m‘

2. Dunn% r meg

&g on 31 July 2014, we - ere briefed and provided with a copy of
a newspa warile (Mail % Guardiar dated 4 July 904) containing the
allegations involving Mr Sharma.

3. As per the said arficle, Mr Sharma wa at all relevant times a nen-executive
Director of Transnet and the Chalrperson if the BADC, which evaluated tendets in
respect of thqr acquxsntlon of new locomot ses for an amount of approximately R50

billion.

This dreft repor Is for managzmenl information and Intemal discussion ¢ poses only. 1t may not be used for any other
purpcse or distibuled o any third parly without o: - pricr writlen consent.
1



: : : _ ‘ _TRANSNET-RTF?W.E-OB%

7. cT Private and Confidential TRANSHET

| ' 5 _ . Draft . -
S | | T

—i L

4. The successful bidders, (all foreign entities), were required (in terms of their
contracts with Transnet) to procure 60% of their companents from the South

African market.

Je

- /15, As per the media report it was alleged that Mr Sharma acquired a share in an
"] | entity styled “VR Laser Services” (name thate eared in the newspaper article,
, ! which refers to VR Laser Services (R .lv.‘td" (VR Laser Serwces’)). an
”ﬁm engineering company that manufactu s

e
am

3 ’:
e

M
e«wﬂwn‘f
LA

original ‘equipment manufacturer’s&
acquired shortly prior to th 3
Ch

+ ':Fl‘.‘

P o . I :
NPT S R e e S

g’ed that, shortly after Mr Sharma's share
g entlty in which Messrs Rajesh Gupta ("Mr

%ﬁma } have a share, also acquired a share in

Iy

i

{

o
==

52 'T-‘ b
RNg our rne fing on 31 July 2014, we were also requested to include the
=

ol
il
2]

ey %

A S

b/ gl - B v+ e SO

[.'.4 .
2. LIMITATIONS

i 1. We draw your attention to the following limitations:

&
. ;J a) The contents of this report is strictly confidentia);

] b) J\le conducted the investigation In terms of our mandale, on behalf of

I 2 ) .

™ This draft report Is for managsment information and fnfemal discussion purpeses only, W may not be used for any olher
} f‘ purposa or distiibuted fo any third party withaut our prior writlen consent,
. E e

0057-0369-0001-0014



. , . . TRANSNET R{FF?%\I%LE -01540

Private and Confidential TRANSNET

' . Draft : '
L o 2

s

T

-

! Transnet:
, c) The scope of our work was limited fo an analysis of documentation and
l ; o information made available to us and specific enquiries undertaken to pursue
i _our mandate; o
] f d} We have not veriﬁed. the authenticity or validity of the documentation made
! available to us. In some instances we were only allowed to review the
” documentaticn, without being authonz' o make copies of the sald
T documents; - - - oo T E—
' ’\) e) Probity search results returned a the course of this assignment|
‘“}_, b] ’ are limited to publicly availableg avallable by the Companies

n’? oL ;
“"_ Hfesion ('CIPC").n this regard we also had
—bgm

3} R e
r g . authentscity, valldity and compl
] # fy We have mcludé%‘

;1 cannot verify thaz%
. g) If additional or new

¥
P : ?ﬁ L and
] 3 )] "i‘ proced-es performed do not constitute an audit or a review in
?i acco A? ith International Standards on Auditing or International
} Standafie” on Review Engagements (or relevant national standards or
P practices). Consequently, we do not provide any audit assurance.
A ' — el
3. PROCEDURES PERFORMED ]
. The following procadures were perforined: |

This draff report is for management Informallon and Infemal discusslen purpos:es orly. It may not be used for any other
puspose of distribuled ta any third party withowl our prior writlen consanl.
3 .
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| , | : | | TRANSNET-RfI?g\?LE-Ol54l

. ' Private and Confidential o TRANSNEF

! _ . ' - Draft o w

! 1. We obtained and reviewed copies of the following documentation / datasets:

l . a). The Transnet Group Company Secretariat Code of Ethics, effective date 1
June 2013, policy reference number “TG/GCS 2/4MP* ("Code of Ethics”,
i attached hereto as Appendix 1.1);

b) The Transnet Declaration of Interest and RBlated Party Disclosures Policy for

Directors, sffective date 15 Sep‘t’:‘z‘g‘ﬁ‘ 013, policy reference number I

]

“TG/GCS 2/4P" (*Declaration of Iniéi'é’sri‘P igy”, attached hereto as Appendix|
1.2), :

Gy

Appendix 1.3};
The Transnet '-

g;»zs(ﬂ Zctive date 1 Oc_"er 2013, policy] -
) 15/1P" ‘%‘i;gaber 2013 SCM Policy", attached

M B 7. ot P43 Bt 7 A v X e B <m0 Bt e el O

s,
g5
i 04 Yo !
:ﬂ h) Mr Shapma s email complaint to Mr Johan Relief, Press Ombudsman B
;EJ ("Ombudsman®, attached hereto as Appendix 4.2), in respect of the media
£y report styled “Transnet-tender boss’s R50-billion double game”, daled 4 July l
fg‘-;';;} 2014, '
?J ' i)} The Mgil & Guardian’s emall résponss, irJ\cludmg attached appendices, to Mr s '
i-_; Johan Retief, Press Ombudsman (including related share registers, attached| ;'
£y This drafl report is for management m{cfmahon and fntemal discussion purposes o‘nly. it may nol be used for any other * ! '
- purpese of distributed lo any third patty wihoul our prior written consenl.

E | |

0057-0369-0001-0016 l
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Private and Confidential . TRANSNET

Draft L W

¢ “ [
et

petaidly

[
eyl

hereto as Appendix 4.3);

e
amwar

j} Ms Ayanda Ceba's ("Ms Ceba”), Transnet Group Compan™ Secretary, letter fo
Mr Sharma styled “Annual General Dsciaraﬁori of Inters t in Contracts and
.Related Party Disclosure for the 2013/14FY", dated 25 Febru'aw 2013
(attached hereto as Appendix 5.1);

K) Mr Sharma's declare;tinns of interests to Transnet, datec 28 February 2013

" (‘February 2013 declaration”, attached hetgld.as Append; - 5.2);

o

“~ 1 I} MrSharma's declarations of 1nterest3'wansnet dated 4 April 2014 (“April{ -

-
et
WLz

e
e
J

j

NN IR N BN O B A B T
Svdatin

|

s
1 ¥
i

- Ty
it

ey =
—— P

< iy ——
: L
BRSPS RGN MRS OBANDAMEFCAAAS AGEnGIAR®

e e————
4-.....-'-—..-

3
3

3

P
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(s

(attach T -"hereto as Append:x 7.1);

t) Transnet Vendoer Process Record ("VPR®) for CSR E-Lco Supply (Pty} Lid
("C8RE-L:oco?} (attached hereto as Appendix-7.2),

) Supplier Declaration Form of CSR E-Loco dated 10 Dec. mber 2012 {attached
hereto as Appendix 7.3); '

v} Locomotive Supply Agreement between CSR E-Loco a d Transnet dated.22

l—-—l

I
o

i

L-....
L::“‘*L.J R PR (e ST (g uz(

This ¢rafl report is for management information 2nd Inlemat discusston purposes only, llmay notba  sed for any other
purpose of distibtited to any Shird party without our prior wiitien consent,
5 .

00W¥-0369-0001-0017
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TRANSNET RTF?B\I&LE -01543

] .. " Private and Confidental _ TRANSNEF

;f . - Draft ) v

»

October 2012 signature page (aﬁached hereto s Appendix 7.4),
. . W) A Microsoft Excel spreadsheet showing al! payments made fo lthemba
1‘ ) 4 (attached hereto as Appendix 7.5),

; x} . Supplier Declaration Form of lthemba dated 23 January 2014 (attached hereto

: as Appendix 7.6);

} ; y) A Microsoft Excel s.preadsheet showing all sayments made fo VR Laser
g Services; '

i z) A Microsoft Excel spreadsheet shovwr:%%‘ﬁ"bay 1ents made to CSR E-Loco;

. aa) Excerpt of selected minutes of meét Ah: . BADC from 23 March 2011 to}

P e 26 February 2014 (aitached heg€lg as Appent %.8.1); and
o bb) Excerpt of selected mlnuiﬁ%etings of th= E'@!’%Transnet from 20 Aprit
l ' 2 2011 to 30 July 2014 (attaciigd hereto as App ndix"8:2);
I : g 2 n;i?a he ¢ zsence of MPThamsaqga Jivane
z g EJJ%?; om VR Laser Services) on 10
| | 3 ‘. , !;:h te{?ge:* 3 first of which was dated 13
i ; ; J" 012 in 1% éunday 'I} g5y wspzﬁer._,y
' 3 s titender numbere TFRAG-HO-8608 Electrical and
i ’ §] ése],,datedApnl 2013;
- @_R)‘ln so far as 1t related to us determining the
i _, edenders;
b3 edter of Sgaluators for the TFRAC- 10-8608 Electrical and TFRAC-
Yl bl tenders dated & May 2013;
’ i ?3 ubmitted by Mr Molefe (“Man: jement’) to the BADC dated 17
: f ) ;'-'?Yvnth the subject: “Request for pproval fo negotiate and award
f 3'! of bus:_ess fo the short listed tenderers for “he supply of 589 (COCO) new
N ;3 dual voltage locomotives for the general frelgt * business (GFB}'.
" :fj, w1 - f)- Memorandum submitted by Mr Molefe (*Man: gement’) to the BADC dated 17
i 4 January 2014 with the subject: “Request for . pproval to Negotiate and Award
" E_é of Business to the Shojt Listed Tenderers fc - the Supply of 465 New Diesel ‘
] 5'3 Locomolives for the General Freight Business (GFB)*; and
&
"o This drafl repert is for management Information and inlemal discussion purpases ol it may not be used for any other

purpasa or distributed o any third party without our prior wiit: . ¥ consenl
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, Interviews

“¢)” Mr & 2faans Brummer ("Mr Brummer”):

g} Leite-s of intent dated 28 January 2014 sent to the four winning bidders.

and/or consultations and/or telephone conversations were held with the
following individuals:

a) Ms C :ba, Group Company Secretary, Transnet;
b) Mr T .ansanga Jiyane, TFR CPO, Transngki
e ‘p’i"ter, Mail and Guardian;-- --- -] -~

d) MrF.inie Botha ("Mr Botha®), VR LaS8s

T
g) Mr .shn van Reenen ("Mr va

£

Serv ces; i f,

- Jtyane iyane ", Dlrector VR ser Services;

S previous E%Lé\é%?gc\fR Laser Services;

P'Dj ﬂ‘%aﬁntracts Manager, Bombardier
g (“Bo ardier Transportation”). We

(including directorship/membership " searches, company

seal c‘% S, propxé' searches, generai "Google” searches, etc.) were performed

and ar als {J_; respect of lndlwduals and entities identified during the course of

N

this inv 2stigation,

REGULATORY FRAMEWORK

. Constiution of the Republic of South Africa Act No. 108 of 1996 ({The

Const! utlon™);

This drafi report Is - management informalion and infemnal discussion purpeses oy, 1t may net be used for any olher

purpcse or distibuted 1o any third party without our prior written consent,
: 7"
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. 2. Companies Act No. 71 of 2008 {"Companies Act”);
‘ 3. Public Finance Management Act No. 1 of 1999 ("PFMA”); and
- 4. Prevention and Combatting of Corrupt Activities Act No. 12 of 2004 ("POCA”).

. 5.1 ' FINDINGS:
TRANSNET POLICIES AND PROCEDURES, INCLUDING RELATED

A '  LEGISLATI g%

1. October 2013 SCM Palicy, the pohc:ﬁgf proved in September 2013 and sets

2L

e out in paragraph 35.1 on page 17 the3zsles an _:esponSlbﬂli[ES of tha BADC from|-
' §| the perspective of Supply Chaindanagement. “eﬁgolicy states: “The Transnef

i Board comprises of Board m% appointed from 1 r%g:me by the Minister of

acquisi Hon and dé'sgosal of Tr‘ag%assets, ihe Boanrd

Public Enterprises. Far the

ittee must havq@;d maintaln:

o
.
!
b8
n .
boa
g £ d ]
1 o with fideli i:,?fjgonesfy, integrity and in the best interest of the Transnel in
‘f Q managing {ts Anacial affairs, including the avoidance of confiict of interest and
A
; '3 provide safepiards against favouritism, improper practices and opportunities for
g fraud, theft and comuption;
)
]
CA ) A LT
l e Prevent any prejudice to the financial inlerests of Transnet or the Stale; At .
¥ e J .
] L Take effective and appropriate steps fo prevent irregular expenditure) fruitless and
, ; wasteful expenditure, losses resulting from criminal conduct and expenditure ‘not
[ )
, I This drail repert is for management information and Internal discussion purposes only. H may nof be used for any other
L ‘_J purpasa of distibuted to any third party witheut our prior writlen eonsend.
|-
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complying witt ‘he operational policies of Transnef;

wamrat o T L,

3

e

.._}_. Ensure that ex,-.Jen'diture of Transnet is procured in accordance with the approvec
budget; and

[P SV SR

me
imed T

Approve cerfai: bids nof delegafed fo any other Acquisitibns Council.
] The BADC miy delegate powers and duﬁ% or instruct specn" ic oﬁ?c:afs ir
R Transnet to pe-form any of the Buﬁéé*és's—:l % ' -

!
e
[ SOV P 1)

oitY

y —— . "‘It_- ’
o
o]

e

|
1

and d;scfose a1y actual or potent}af‘i:‘ ' ﬂ:c ,ﬂ%u feresf’.

: N ,, AT
=
2N
-eﬁ__ the policy is set out in section
5,

l‘ Yo e g[ é mes to al @L%g " as to how to disclose and manage confiici s
i3
! | ’
I ) E} Aerest Pollcy, the policy states in section 4. Application, on pag 2
‘J 3 threé:. };at_ =policy applies fo every Director of Transnet, every altemata)
i a ) Dfrector-:@fgméﬂ Asnel, any person occupying the position of a Director or altema:?
: Director b y‘&fr, atever name designated.”
3 : - _
3 8. Declaration «f Interest Policj, the policy statestinsection 5. Definitions, cn -

i

page three trat: “In this policy the following terms shall have the meanincs
assigned ’to :hem below and cognale expressions shall have cc{nespondfﬁ;r

i

e

’f‘r meanings narely. ) _|
[ E :

:_] This draft repor Is for manager 3nf information and Infemal discussion purposes only, ! may nol ba tsed for any othar

purpese ¥ disirbuled fo any third party withotd our pricr wiitten consent,
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5.1. ‘Director’: means a member of the b-ard of Transnet or an alie:nate Director
of Transnet and includes any person occL aying the position of a Dire stor or
alternate Director, Inthis regard it should se noted that Mr Sharma i5 a non -
executive Director, but according to Ms Czba all policies applicable t 2 Directors
are also applicable to Non — Executive Dirctors.

5.2 ‘Conflict of interest’: is described in . ‘ara raph 6 and includes, “ater alia, a
situation in which: R

5.2.2. a Director has privale interests Oztfg FSenn) consideration or hzs an
Affiliation or a Relationship which ag{a‘?s" big () i@'gg or may be p wrceived to
affect a Director's judgement in a@gg in t1e best ’ﬂ%&%’f of Transne!, or could
corrupt the Directors motivati .sivr‘o“r actir 7ina pam {anmanner, ¢ "which could
result i in, or be perceived as

g, Director forw,_ &

3 -*?

o
RGN, - il

of Transn on the B

%D%_,

q[g_grehofder,

entione gtmes
5.5. Fa oqus 7t means an mchnatfon n aftitude or behawour to how

8.7. 'Personal Financial Interest’: mea: s a direct Malerial interest of a person, of
a financiel, mepelary or econamic nature orto which a monetary v: lue may be
aftibuted.” '

E. 8. ‘Maferial’: when used as an adjecti, : means signf'ﬁcar'vt ’in the drcumstances
f a particular malter, to a degree that:

This draft repart Is for management mformiation and inlemal discussion . Jrposes only. f may nof be used for = y ather

purpose or distributed to any third parly without < o price wiltten consenl.
10
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o) ]
l i ' ) . 5.8.1. is of conseguence in determining the matter; or
] {  5.8.2. might reasonably affect a person’s judgment or decision-making in the
l "’ e matter; or o
H

' | { 58.3 could influence the economic decisions taken in a malfer.

) 5.10. ‘Related’: when used in respect of two persons means persons who are
l 1 J k . connected to one another in any manner contap!ated below:

— S —— % g— .
[ -] [N ) H
QT TTHANY aEETrrmug v

-
e =y
e

2 _‘-,';‘""_"I:x.

<2 sn"fess if:

- ——
T e
" Lr_j
“vain S
LR
ey

w!
g
F 5
m

=3

<

| Sy

; apany is a subsidiary of that first person, as determined in
rdance wit Jae Companies Act; or

—

-
| -
BT RTTERY

512.1.29 KJ?ST person together with any related or inter-related person, is:

5.12.1.2.1. directly or indirectly able to exercise or control the exercise of a
majorily of the voting rights associated with securities of that company, whether
pursuant to a shareholder agreement or otherwise (e.g. Difébtor and a person
relafed to him, together hold more than 50% of the voling shares in company Y}; -
' or : -

=

3

MR = B R

-

5.12.1.2.2. has tha right to appoint or efect, or control the appointment or election

This dra¥ report Is for management information and infemaf discussion purposes only. 1 may nol be used for any ofher
purpase or distibuted o any third party withoul our prior written consent
"
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ORI OIS ESrUTENT) RNgelled weoemnee u.e/' \/l Nl EOW i car s ettt M) e A e At a .
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—

p—
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o g s

L

| SR AN

[

of, Directors of that company who coritrol a majorily of the votes at a meeting of
the board (e.g. Director is able fo appoint Directors to the board of company Y,
and those Directors appointed by him can exercise more than 50% of the vofes at

a board meeling); o

5.12.4. that first person has the ablliy to materially infiuence the policy of the
Juristic person in a manner comparable to a person who, in ordinary comrmercial
practice, would be able o exercise an element g\f control referred to in paragraphs
5.12.1, 5.12.2 0r 5.12.3. ; :-“gy

5.13 'Re!ationshi,ti’: includes the connerlivs, _
persons who are related or inter-relatégl” <
5.15 ‘Significant influence" i e§ ower to peuﬁci,c?"‘.t g the financial and

operating policy decisions of agfentity, but does not neti s§gw_}'y amount to
Controf: &

7. Declaration of lnté%?%égog, :
disclose a conflict of Intg es%, Sfpage five th
% g X ,{2-‘
o

ey S { .S.
6.1, Bclors Hae, a duty (82

comﬁ%.%‘,‘ thég\%ic Finané'wﬂ;- inagementAct No. 1 of 1999 ("PFMA?), the
of G

Compaft {t anBhe King Reidrt on Governance for South Africa, and the King
=500 UE gg“zf 2 .r;:gpjes, Q%(‘Kfng 1"}, A summary of key principles
AL 5575 ;?;5 :

@i vavoid and to disclase a conflict of interest
below, inia:hon-exhaustive manner, as a guide to

js thesduty to ayeid a conflict of Interest. Directors have a duty to observe the
utmjﬁ'%@‘g déa;;?%owam’s Transnet, and in discharging that duty they are required
fo exerci spendent judgment and to take decisions according to the best
interests of Transnet. Any Director who Is appointed to the Board of Transnet as a
representative of a parfy with a substantial interest in Transnef should recognise
the potential for conflict. That Director myst understand that the duty to act in the
best interests of Transnet. That Director must recognise that the duty fo act in the
best interests of Transnet remains paramount. Cerfain conflicts of inlerests are
fundamental and should be avoided.

6.3. In this regard, Direcfors have a duly inter alia to:

L

A-——-’- | I—

o
-

—

0057-0369-0001-0024

Tr draft report Is for managemen information and Intemal discussion purposes only, K may nol ba used for any other
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e -

Wiks

] ~ 6.3.1 to act with fidelity, honesty, integn'ty‘ independence of mind and in the best
I [ interests of Transnet, and fo exercise the powers and perform functions in good
"j faith; ' e

6.3.2. account for secret profits;

6.3.3. not misappropriate corporate oppcrtumtfes,

. - r—
M b .
NI Vit T AR

e’ J\
AU

-
-~

e ] ™
s
N WOHOG B rAGad YR
&

. e " —— Y
\ | _

IS —— h
———

1
[ |

205
proceedtng Svhen that matter Is being ccns:derad unfess the Board of Transnet
decides that the direct or indirect interest is trivial or irrefevant and the Director is
not required to withdraw i accordance with pamgraph 6 5, and

VR .

.
mr—mat

N

mesting of the Board of Transnet, and/or any matter in respect of which a Direcfor

6.3.6.4. any Personal Financial IFterest in respect of matters to be considered at &
Personal Financlal interest, in the mannar sef

“
nr—

knows that a related person has'a
out in paragraph 6.5,

L

N DO N TR N N A S N NN
; ‘a-..\—'-
o
"

This dra¥t report s for management information and intermnal discussion purposes only, 1 may nol be used for any other
purpese or disiributed to any third party wilhou! our prior writlen consent.
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6.4. In terms of Section 75 of the Companies Act, a Director may disclose any
Personal Financial Interest in advanice, by submitting & Declaration-of Inlerests
Form to the Board of Transnet, sefting out the nature and extent of the interest, fo
be.used generally um‘:! changed or withdrawn by further wiitfen notice from that
Director.

8.8. If a Director of ‘fransnet has a Personal Financial Inferest in respect of a
matter to be considered at a mesting of the Beé‘%@ of Transnet, or knows that a
Related person has a Personal Financial hﬁ% 5t in the matter, the Director,

i

e\%f g, mué’t Bouse hitisoliherself from the meseting
lod u%'og‘ngﬁ% W%%any disclosure contemplated

nsideration of the metter, except fo the extent

§£2 %5.3;

Loy b! 5 7 e mestig in terms of this paragraph:
“"t& 5.7.isto be 8 garded Gszheing present at the meeting for the purpose of

%enwmmg whatber suﬁ' cient Directors are present to constitute a quorum of the

me%a:\ 55
6.5.9. muggg},axecute any document on behalf of Transnet in relation to the
matter unfess specifically requested or directed to do so by the Board of Transnel.

6.6. In terms of section 76(4)(a)(ii) of the Companies Act, & Dfrector will have

satisfied hisher obhgat:ons to act in the best interests of the Company(among
other things) if (i} the Director had no Personal Financlal Interest in the subject
malter of the decision, fnd had no reasonable bas’s to know that any Relaled j
person had a Personal Financial Interest in the matter; or (ii) the Director complied |
with the requirements of Section 75 of the Companies Act with respect fo any '

This draf: report I3 for management information and interal discussion purposes onfy. [ may not be used for any other
. purpase or distributed fo any third party without our prior writlen consent,
14
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from appe ent or actual conflicts.” -

6.8.3.Ti2 Board will be.entitled, at any time, fo determine that a particular inferest

infarest.

6.7. The c ws is on the individual Directors o determine whether they are free

6.8.Trans: st Policy, in add:'tion fo the above, a Director must:

6.8.1 dec! rean mterest In any business ent!iy whe!her as a shareholder,

6.8.1.1. h
contracts
business

Lo -v-ﬂ\..

6.8.1.2 is 1 competitor of Trar: '},1 & or

= "J.:

6.8.1.3is
business-

6.8.1.4 2

its subszc
.d:"\

6.8.2.2,

Il Conflicts of Interest in accordance with this policy.

of any C rector or by a person related or inter-related to him constitutes & Conﬂfct
of Intere 4, and lo recommend an appropriate way to manage such conﬂrcr even if
such a t ansaction falls outside the transactions set out above,

This draft report Is for o magement information and infemal discussion purposes only, It may nol be used for any other

urpbse or distributed {0 any third party without our prior writlen consent.
15
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; »

H 6.8.4. if a Director of the Company acquires, or Knows that a Related Person has

acquirzd, a Personal Financial Interest in an egreement or other matter in which

§ the Company has a Material Interest, after the agreement or other matter has

i e been eaproved by the Company, the Director shall promptly disclose to the Board,
} the nacure and extent of that interest, and the Maferial circumstances relating to

3 the Dirsctor or Related Person's acquisition of that inferest, as the case may be.

H
| 6.8.5, I, in the reasonable view of the other non-confiicted Directors, a Director or
i . the Re’ ated Person in respect of such DJrec!o s in competition with the
I Comp:ny relating fo the matter to be consjg, ﬁ“- at the meeling of the Board, the
j'*)& Direct:r shall only be entitled to stich i ?{fx{ Qlioq conceming the matter to be
TN consicsred at the meeting of the Bogrd{gs'sh fa pecessary o enable the
T Direct-r to identify that such Persgak:Financial nters t exists or continues o

o
exist, 2N

5 proved by the
r or Related

——
- .

6.8.6. . was approved 1@ d

e Personal Financial Interest in
the m= Nes, contempfatedvg%Secﬂnnd cla 5%6 .8; or
y LE A A .2

Bt 1sclosure of that Personai

—

—
3

pregor B Gl T R N S
's‘f“'
to
‘Wb
g
%)
(D

1

——

———

~ A
-

—

% 6.67. A ohép_!' i
5 franse vf!Oﬂ E-Zagree i
fths c; 58 ma despi

Conflsto

[

Jierest, on page nine:

[a—

“7.1, eclaration of Interest in antracfs

7.1.1. Applicable to: Alf Directors who have an interest, either directly or indirectly,
or kr sw that a related person has an interest in:

f X .
7.1.1 1. any new or existing contract with an entity external to Transnet which may

This draff rapar is *or management informatian and intema discusslon purposes only. 1f may not be used for any other
purposs of disiribuied ko any Whird party without cur pror writlen consent.
16
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l I ' condict business with Transnet;
.J  7.1.1.2. acquiring Transnet and/or its subsidiaries, its assets or businesses, or any
l i e part thereof:

7.1.1.3. any joint venture or other business venture with Transnet or any of ifs

'L] } " subsidiaries;

7.1.1.4. tendering for the supply of goods or services to Transnet or tendering for

who have a ersonal Financial Interest in respect of a maifer fo be considered at

a meeling of the Board of Transnel.

i
—
fignr =i ~asom RIS - et

|
l L ' 7.3.2. If a Director has a Conflict of Interest in respect of a matter fo be considered
!J E] at a meeting, or knows that a Related person has a Plrsonal Financial Interest in
l‘ ] ’?3 the matler, the Director must comply with the procedures more fully set out in
,;. This dralt report is for management informalion and internal discussion purposes only, it may not be used for any other
' 5] purpese o distibuled 1o any (hird parly withoot aur prior written consent.
17
1
-

| |

OO!-O369-0001-0029



TRANSNET Rf%LE -01555

Private and Confidential TRANSNEF

Draft . ‘ w

paragraph 6.5 above. Such a Director must not execute any document on behalf
of Transnet in refation fo the matter uniess specificafly requested or directed to do

50 by the Board,
7.3.3. To be completed: At each meeting.

7.3.4. To be submited. to the apphcable Come Secretary.
&
““"';*"‘%;

}-

emp!ated in secﬂo 2(1)(a) fo (c);
isisting betwsen any two or more

(a) director includes-

(i} an altemale director; . .

(i) a prescribed officer; and
(ii)) a person who is a member of a committeelof the board of a company,
irrespective of whether the person s also a member of the company's board; and

o
-
[ 5

This drati raport Is for rmanagement information and intemal discussion purposss only. It may nol e used for any other

purpase or distibuted fo any third pany without our prior writlen consent.
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-

—

(b} ‘related person’, when used in reference to a director, has the meaning set out
in section 1, but also includes a second company of which the dirscfor or a related
person is also a director, or a close corporation of which the director or a related

c—

l*J
LR gl wlimakta™

person is a member.

{2) This section does not apply-

.

(o)

b it

)

(a) to a directorof a company-

| ——
p
7}

3

i
o
i

-

-

S —— . m————
' -

——
4

J R R SRS

—

,E\x_. ,—f :
-
L

|
|
i

-N_ s
-

5; of alf o the fssued securities of the company, that person may

CHasY '
XGF enter info any agreement in which the pesson or-a refated person

has a personal financial interest; or

LI Lo~ O S e

_—
o i v a5 - W -

(b) as a director, determine any other matter in which the person or a related
person has a personal financial inferest, unless the agree-\r}?ent or determination is
approved by an ordinary resolution of the shareholders affer the director has

.
4

)
b Y
e,

[PaTr R s
E":T.H 1‘::' :'_-.:_'

¢ This draft reporl is for management information and infemnal discussion purposes only, It may not be used for any other
£ pumpose of distribuled 1o any third party without our prios wriiten consent,
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disclesed the nature

(4) At any time, a di
by delivering fo the .
in subsection (3), :
interest, to be usec
withdrawn by furthe

{(5) If a director of ¢
{2) (b) or (3}, hss
considered at a m
personal financial ir

“(8) must disclose 1
considered af the 1. &

[
: ey f}g‘:&
(e) mus Eggj-ggﬁe

confemp!é?ﬁ’éﬁr pea.

(f) while absent fro.
(i is fo be regar

(i)) is not to be re

‘written notice from that diféator.

determining wheth:z

and extent of that inferest to the shareholders.

aclor may disclose any personaf financlal interest in advance,
sard, or shareholders in the case of a company contemplated
notice in writing sefting out the nature and extent of that
generally for the purposes of this section until changed or

company, other %_ %fny conternplated in subsection|
jencial interes] respect of a maffer fo be

a personal

T2 -igﬁer, the director-
<5 '

art In the consideration of the matter, except fo the extent
wgraphs (b) and (c);

;
the meeting in terms of this subsection- ,
ed as being present at the meeting for the purpose of
‘sufficient directons are present to constituts the meeling; and

TRANSNET-RTF?%\I%LE-OBS?

TRANSNZF

arded as being present at the meeling for the purpose of

aa v ————
et
Fn
1
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“determininc whether a resolution has sufficient support to be ddopted; and

(g} must nct execute any document on behalf of the company in relation to the
matter unfe -s specifically requested or directed to do so by the board.

(6) If a dieclor of a company acquires a personal financial interest in an

, is valid despite any personai '
director, only if-

(b) desp:fe% =

) has su: segently beQ%rat:ﬁed by an ordinary resolufion of the shareholders
lowing ¢ sc!os ge of that interest; or

{in) ﬁias«bef nd

d lo be valid by a court in terms of subsection (8).”

S8 A co'%zon application by any interested person, may declare valid a
fransactior or agreement that had been approved by the board, or shareholders,
as the ca. e may be, despite the failure of the directar.to. satisfy the disclosure
reguireme: its of this section.”

11. The Comy anies Act, section 76. Standards of directors conduct, states:

This drzft report is for man - gement Informafion and intemal discussion purposes oniy; It may not be used for any oher

pur ose of distributed to any third party without our prity written tonsen,
A
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*(1) In ihis section, 'director’ includes an alfemate director, and-
! . (a).a prescribed officer; or

{b) a parson who is a member of a committee of a board of a company, or of the

i
o
—
NS
S
Q.
Q
&
%'
Q
9
N
g
5
3
<
s
g
Y7

(a) not use the positiori of dlrectony m‘ﬁ%ﬂatmn obta; .r wh:!e acting in the

L

i

3

i capacily of a dmaca‘d‘%‘‘é'%’:f:?}{:r "ﬁ* '
3 (i) fo gain an advan 763 % dii for another person other than the

5 compeany or a who!ly— subs e%’ﬂ;'of the 'fpany, or

: (i) toi-zgﬁ%m el
]

)

ﬁ“causehar ’othe =N

Sehat the earfiest practicable opportunity any

‘, vs atfention, unless the director-
b shionmnation is-
¥ '

! \9/ e public, or known to the other directors; or

r] ? J'S bound noo d:sclose that information by a legal or ethical obligation of
43
' ; % (3) SubjecK subsections {4) and {5}, a direcfor of a company, when acting in that
42
’,_ § capacily, must exercise the powers and perform the functions of director-

j'“ % . ""‘—"‘W“l'hw“ﬂ‘frﬁ‘ i '
I g (a) in Jood faith and for a proper purpose;
].,J ;E . . - ‘

3 (b) in :he best interests of the company; and

‘This drait report is f:x managamenl information and inlemal discussion purpeses only. It may rot be usad for any other
purpose of distribuled 1o any third party without our priar written consenl.
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. r
( . . {c) with the c sgree of care, skill and diligence that nay reasonably be expecied of
| aperson- -
] ! . (i) carrying o 1t the same functions in relation to th: company as those carried out

by that direcior; and
(i)) having th- general knowledge, skill and experie-ce of that director.

=11 -~ (4) In respec’ of any particular matter ansnfégﬁ%" th : exercise of the powers or the| -

~ .
3 .

i

i

performance of the functions of directo%%xﬁ%g director of a company-

19
’)-
~f

A
}

-.‘ ? matfer
. § {ii) either-
.\.‘ S
1
|
1

;

; uppmed the decision of a committee or the
T3 hat matter and the director -ad a rational basis for believing

e,

: sI cision was in the best | terests of the company; and

— T

{

|
v:_}'

- —
Al

(!) the pe g e by any of the persons-
: ki

: (aa) referrer 40 In subsection (5); or

(bb) to who 1 the board may reasonably have ds-:gated, formally or informally by

|
D
{v7 Ml v's i R

¥

o
P
Tar

wwgourse of ¢onduct, the authority or duly to perf.rm one or more of the board’s

'3

functions th +f are delegable under applicable law; and

' i (i} any infc mation, opinions, recoinmendations, reports or stafemerlfs, including
"J b financial stz ‘ements and other financial data, pre; ared or presented Dy any of the
J This drafi report is for mana;, :menf Information and intemal discussion purposes onfy it may not be used for any other
- F purp: 3¢ of distribuled to any third parly without our price writi= 1 consent.
23 .
T
)

o]

0OWy-0369-0001-0035



d | TRANSNET-BEF NG LE-01561

Private and Confide-tial TRANSNEF

[

T
*3 )
,"i ; persons specified in subsection (5).
i 3
*l Q‘ (5} To the extent contemplated in sub.ection (4} (b), a director is entitled to rely
,! 3 (a) one cr more employees of the comgany whom the director reasonably belisves
; j to be reliable and competent in the funcligh
}, 3 opinions, reports or statements prowde 1
e '\-‘
-
'3.; (b) legai counsel, accountants, m;‘.;ﬁb Jer profé

. ~
K b1

company, the board or a com{f
the director reasonably belrevebgi:e me:iters- G
() within the particular person's proies_ onah@‘expert comp % 1e; o
(i} as to which the

@E&far person\n?r rE }s:conf' dence; or &
t%'%

e hiE, ‘f ic) irecfor is not a member, unless the
i qbfve %‘3}“1‘ -] :ﬁ%%‘xof the committee do not merit

il ) i 4 i N o <25 R E‘E?Q‘\_J PINCL] CNDT YA (e RN G
Ly
%,
)
=
&
3

P

SoN é’g%B‘l rtsl
e G
SN

“24, Any% o or appointed to 1i 2 board as the representative of a parly
‘%&1 mt;%“@ the compz=1y, such as a major shareholder or a
ab, , should recognize (e polential for conflict, However, that
% lor must E% stand that the duty ‘o actin the best interests of the company

remain’ 'paéamwunt

25, Certain conflicts of interest are fun 'amental and should be avo:ded.’__%

RS conflicts (whether real or perceived) sf.puld be disclosed in good time and-in full -

d_etaii to the board and then appropriai-fy managed.”

—

13. Code of Ethics, section; Scope on pz 1@ 2 states:;

This draft reportis for management informafion and intemal discuss - n purposes oniy., it tay not be used for any other
purpose of distributed to any third party wilhc 1 our prior written consent
24
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*2. The Code of Ethics will apply to all Transnet emp!oyées, including permanent
and non-permanent employees, . non-executive directors as well as service
providers, suppliers and {rade partners of Transnet,”

14.

Code of Ethics, section: Ethical Behaviour on page 6, states:

states:
"8, Employees and Non-Executive Dirsctors:

Sr rly fades

9.1. Must not disclose or use any information of Transnet {or a third party}

obtained through carrying out of the emp}oyee's dn"ties for any purpose other than
to fulfill his/her Transnet duties;

This dra't raport is for management information and intemal discussion purposes only, it may not ba used for any other
purpese of distibuied 1o any third party withoul our prior writen consent,
6
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10. Will have ac ess to information refated to Transnet's business strategies and
contractual rela- onships with third parties. This information must be regarded as
trade secrets, wich Include the following:

10.1. Intellectus- property, know-how, processes and technigues, technical detall,
methods of ope aling, cost and source of matef pricing and purchasing policies,

! -3 - e -
[ PRS- |
WHRLLDIS Vot S A i

supp!fers of go: 1s and servicess g '

(s

%I “‘*Y Other me €15 wmch relate to Transnet’s business in respect of which
jJ 3 mfdrmatfon s %‘f’eadﬂy avaifable in the ordinary course of business fo a
b com;\hf@no;e temal party.”

ry Ba

¥ e

1oy .
} g 16. Code of Ethic ., section: Relationship with Trade Pariners on page 10, states:

ﬂ . A LR T Y

“16. If such a elationship may influence or create the perception of influencing
thelr decisions :n the performance of theirlduties on behalf of Transnet, employees
should not inv. st in, or acquire a financial interest directly or indirectly, in such an

: n——

. <
. 'M'
-

P

4

This draﬂ report |8 for managem- W Infonmation and Intemal discussion purposes only. & may nol be used for any other
purpcsz - * distribuled 1o any third party withoul our pricr writien consent.
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el e gLgLEEy

ent'y, All interedls in businesses or entities must be dsclares in line with the
Trz 1snet Decfaration of Interest and Related Parly Disclosures F_licy.”

17. Co:de of Ethics, section: Non-Executive Directorship on page 11, states:

"2C. Non-Executive Directors who have been invited fo hold outs! le direcforship or

me nbersh:p should ensure that such mwte brought to the aftention of the
g;s . L .

Y

5

Ez‘! .7
7
o

5.2

Pl

) L‘STYLE Y “RE: MAIL &
aJULY 201‘3,@«:3 MR SHARMA'S

—t

]

—
e
N
W

g}!b\ ids i) fied a ortunlty WIth VR Laser Services and se outto acquire it.

i, e Y
xj*»},s He “initiaten LY

Rl o
& il rst meetin ‘_ ]

‘\.

L

dealt or\negotiated with in this regard).
c) He approached "Mr Essa” (Mr Salim Aziz Essa, "Mr Essa” as an additional

leverage the transac‘tion". As Mr Sharma was nol In a po.ition to contribute
due to.the required “ca ]tal' calls’, 75% of VR Las: Services was
subsequently bought by Mr Essa and the balance (25%) -emalned with an

investor as a result 'of'th_aw'ﬁnal negotiated price and “nc. wanting to over

EC TR

i

-0369-0001-0039

This draft rapc {is for management information and internat discussion purposes only, It may not bz used > ary other

purpese or distributed t any third party without our prior writien consent.
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existing shareholder,

d) VR Laser Services has for the past 2 years, and curre My still is, "running at a
loss”, which required considerable contributions from the shareholders. As
.such, the mentioned minority shareholder “allegecy” sold his stake to
“Craysure [nvestmen}s" (entity was identified as “Cra- sure Investments (Pty)

A

) .
bk

R L

Ltd, "Craysure lnvestmepts’).
e) Due to his “fimited budget”, he “remains” ‘{,‘”a props= ty company” and does
not particlpate Inthe 'operating businesieas”

L R, S o~
R i Lt R o PP IO

B
. J .
I
Pl

———

-

&
|

)00 00 per year.

.Guptas® (“the Gupta
%t is a “personal

* 1
NS

-
——

s

L

™
TS AT

—

—
Coud gwy
v

-L_»-«L._H
g o

———
"y

c) The B'- praovides “oversight on the process foli wed by executives and
does not decide on the assignment of tender awards” ‘
dy*The BADC, under his Chairmanship, took a decisior that infermation relating
to the tender should only be disclosed to Officials ensaged in adjudicating the

[,

£, -
[ —

_‘:#1
) B . , . . .
4 tender and, no information of any substance was sha- 2d with the Commitlee.
2 Y
3‘;’ L e) He “has it on good authority* that a “board member(s'' had an influence on the
B ¥
|~ |
i This ¢/ 311 report [s for management Information and Intemal dlscusslen purposes oniy. 1t may m be used for any other
b purpose or distributed to any third party wilhoul out prios witlen consent,
_ ‘
J J L 28
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publication of the “defamatory article”.

fj He was not aware of the minority shareholder's *alleged” sale to “Craysure
Investments®; (Note: that this is in direct contradiction of what was mentioned

. in his reply to the Chairman of the BOD,
g) In addilion to the *Guptas”, he also has an “association” with “Duduzane

a——
- £ dea e

Zuma®, .
h) There is no conflict between his deahngs:ﬁ‘ VR Laser Services, VR Laser
Property and Transnet as neither comp E’“ does business with Transnet.

o

SR A b ©

LSS A FUY )

b

—

S

53

1
PE—)

Yo i g

"endlces to the Ombudsman. the

fo[lowmg was noted

a's aiegatlon h
pub %ﬁ\ %

Upedponl 1) ST QRN SAMER  UIDRMONNRNT Wage b’
[42]
=
[+}]
-1
3
o
U)
C}
o
3
=4
b,
3.
"“

rtlcle is denied. The story is based "entirely on
e %:ecord corroboration by sources”,
L ian Veq ied. When and how Mr Sharma purchased “VR
{t‘&s_.

: ' 1ch mc‘_ded Speaklng to the former majority owner, “Mr van

..:j T Y
-—

!i = kﬂs share of the company to Mr Shamma; and to the
l ' l ? =9 1nonty emawerment sharsholder “Mr Jiyane®, who Initially kept his staks,
| ?3 '”‘bhe‘nezggd to sell it to Craysure lnvestments, the company assoclated
I'. i-“ wit g;ffr' and Mr Zuma,
'1 S ‘¢) He (Mr arma), “Mr van Reenen" and “Mr Jiyane” stated that the purchase
l'_ & agreement for the purchase of "VR Laser” was concluded in December 2013,
2 In addition, various elernents of the purchase:agreement took several months
|‘ £ post-December to tie up. “VRLS Properiies” share register shows that “lssar
i: Capiltal” acquired its 100% shareholding in the company on 6 March 2014
;‘” (attached hereto as Appendix 4.3).
) This drafl report Is for management information and internal discussion purposes only. it may not be usad for any other
' 3 purpase or distihuted lo any third party without our prior writlen consent,
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d} Transnst finalised the locomotive tender award on 17 March 2014,

e} All the major bidders for the Transnet locomotive tender actively considered
- the company (VR Laser) as a potential subcontractor even as Mr Sharma
.acquired part of it, and before the tender process he supervised was complete.

Neither Mr Sharma in his complaint, nor any cther relevant party, has denied
these “highly signiﬁc'ant visits by all the eventual winning bidders® that took
place as "Sharma was concluding negtt‘ons for the acquisition of VR
Laser’. i

) *Mr leane also revealed that al[ fr*f@r" _

3
‘g‘ &

between December 2013 AKH;

supgtiers - S 1l gl
g} Mr Sharma approached WRE
Notwithstandingd]
itis clear that Mrighari
autset" S
h) revnou ;;{ee as one c:f the ‘leaders’ of Shama's
|estment c-any. “lssHn nal wht%%‘wns VRLS Properiies®.

“Sh m,’ and‘- Sa an}@ rdirectors In another business, solar panel
*'u, anufann“smm aiy.Daqoigeuth Africa”, since November 2012, They are
in a company, “National Agricultural Development

-dire‘” %‘,
‘ief—,_{\_‘,._“ 37
Prcue s,mce DEs
%*
"ﬂﬁ.

er last year"
%’ma and Mr Essa informed the “M&G” that Mr Shanma's property
companyw RLS Property” received rent from Mr Essa's “VR Laser” ~ “thus, Mr
Sharma derives direct material benefit from “VR Laser's” business”.
k) The BADC chalred by MrShamaa:had overall supervision of all-Transnet.group
tenders above a certain threshold amount, which included the 1064 locomotive

contract. l
I) The article demonstrates the business relationship since late 2013 between

This drafl report is for management information and Infemal discussion purposes only, It may not be used for any other
purpase o7 distibuled to any third party without our prior writlen consent.
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" ? the Gupta's and Mr Sharma in two instances namely, Craysure Investments’

-

acquisition of a 24,8% sfake in “VR Laset” after Messrs Sharma and Essa had
concluded purchase negotiations with its previous owners, and the fransfer of

gt

.shares from the Gupta family-linked companies to Sharma-and Essa-owned
companies in “National Agricultural Development Project”.

m) Mr Sharma stated that neither “VR Laser” nor "VRLS Properties” "has done or

is doing or contemplating doing business wiéTransnet'

.
J

RN N T U ot

L .\? -
e

.
e
&
i“';r

3

5.4

1. Ms Ceba confirmed 1 Mr arma is a'. D:

" Transnet as, well as the rrma?’ﬁ?ﬂg& A

dope
.‘zc'.v-i 2N
“”ﬂ;«- D

55 .

3h.
IE
o o

[ %
S

)

)3 | ' P& LEAK OGCURRED
g S " 2 We cannot Wstlga@%r spnclude on this matter as Mr Sharma did not want to
é{ lde us WIth‘%ggcnﬁc information that would make further investigation possible.
Z‘ 56 S FINDINGS:
l % MR SHARMA’S ALLEGED ACQUISITION OF A SHARE IN VR LASER SERVICES
% 1. From Mr--Sharmaissremail. correspondenes --with Mr Mkwanazi and the
- .
' & Ombudsman, Mr Sharma confirmed his relationships with Mr Essa (with whom he
§ .
ff also ¢o-owns a property, refer Appendix 9.1), the Gupta family and Mr Zuma.
T E General Google searches and Mr Sharma's February 2013 and April 2014
L '
w “This draft report Is for management informatian and intemal discussion purposes ooly. It may net be used for any other
l‘ _'lt purpase or distributed lo any third p;‘ly without our prior writen consent.
il
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declaration: (refer Appendix 5.2 and 5.3) also confirmed his spouse as Ms T irina
Patel.

2. Our probity search results revealed that Mr Sharma has interests in the fo: n of
directorshir s {including shareholding in certain instances) in the following en:iies,

which were ot declared, as part of his annual February 2013 declaration, his April

3 ‘A
be noted tr at Mr Sharma did howeVefe RE E

a) 78 ND{ Swellendam (Pty)
b} App]ed re Investments {Pty) U

shais | sted as an
' c) Meer &ramma and A
banota%status thise ' ‘
d) NL&;BEE.E 1nve£i}§1ents (Pty)ﬁ_t ~Shpoints
th

» o -didTordE lare Mr Essa's interest in this entity.

hiation. %33
'%ef M34R

3 owever, Mr Sharma did not declare any further interests 1 this
entity duri g his April 2014 declaration or any BADC meetings. Mr Sharn 1 also

4. It is unkn-wn to us when Mr Sharma besame a shareljroléler in Elgasolve as we
did ot hz -e sight of this entity’s share register.

This drafl report s for ma- ;gemenl Information and Infemal dscussicn purposes only. it may not be used for any ather

pL J0se of distibuted ko any third parly without our prior wrltien consant,
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Tab!e 1: Summary of problty search results relevant to Mr Sharma
i} - ... S
Mr Sharma's active Ry !
# directorship{s) & dates of ] Jﬁqﬁ@:ommenw

appolritment

79 NDG Swellendam (Pty) Lid,
appointed on 12/08/2013

<

»  One of Mr Sharma’s cn-activ arF ctors is hisHr

Appledora Investments (Pty) ;
2 | {4 appointed on 18/05/2006 date as Mr Sharma. Mr Sharma g2
= Appledore In g5e Invesimants {Pty) Ltd share the same auditors and address .
details . ‘
+  Mr Sharma declargg Breshy iially fimited 1o & directorship after which a 28%
areholding was d 3 3G 1d, 24/04/2014 mspectlvely
T 6 O] .i‘a\Sharma s datactivef@ -‘ 570 aﬁ,l. is entily are styled "Dafeng Shi" *Felyu Yao Dafeng” and
3 Dano South Africa (Ply) Ltd, of whoin ?ﬁé‘ =5 HGInted on thdisame date as Mr Sharma.
appointed on 07/11/2012
\ . £d listed -as an &gtive director of this entity and was appointed on the same dale as Mr
MisHEina,did not d&gkare Mr Essa’s nterest in this entity.
§4 tAfﬁca ( 3] gand VT Concepts (Ply} Lid share the same address delails,
| .., ) - ared fis inter ﬁ[n this entlty (20% shareholding} on both 28/02/2013 and 24/04/2014
reSpetiively. “gon, ‘
¢« Mr ;%a 'S WO o0 t%llva directors are "Yoke Fong Tan" and "Peck Hia Tan", both of which wera
4 | GMT Concepts (Pty) Ltd, appoma&%n the same date as Mr Sharma.

appointed on 12/11/2009

ThJs dralt report Is faf management information and intemal discussion purposes o1y, It may nof be used for any other purposa or disiributed Lo any third parfy without our prior wiltlen
£ congent,
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|
Mr Sharma's active . }
# directorship(s) & datas of Findings:'comments ;
appointment . %i ‘

« MrShamma declared bis interest in thi 00% sharehalding) on both 28/02/2013 and 24/04/2014
raspeclively.
5 Issar Capital (Ply) Ltd, :
appainted on 17/12/2010 « Issar Capital and [ssar Inves bshara the same address details and current auditors.
»  Address details of Issar Gdliilalis similar to pra\nously \6d address deta]ls of GMT Concepts (Ply) Lid.
« Mr Sharma declared his l‘m ' [n this entity (100% shar. ﬂ Jg) on both 28/0212013 and 24[04!‘2014

respectively.

Issar Invesiment Holdings
6 | {Pty) Lid, appoiited on
14014201 1.

*ﬁ};. i

s Issar lnvestmZht
Y -*&m

1 .

Meer Sharma_-.'énd Associates
CC, date of appointment was

not reflected in our probity .
search resultss
¥
A ‘ terast in this entity.
g | Mulase Investments (Ply) \iidlast e, A - h ,
appointed on. 10!05!200 KR AL J{! ! ' pledore Investments (Pty) Ltd share the same audilors and address
.'oef,_.;i declare his interest In this entity.
National Agricullural T, director is Mr Essa. Mr Sharma did not declare Mr Essa's Interest In this entity,
9 E:; g:s&gz’: g;?ﬁ%fg )L, . NADP u,]i emba (which is also an active directar of VR Laser Services) share the same address detalls.

L Ha

a apr-nrdrr-n o "’|P share renister of NADP, Eloasclve owns 80% of the shares in this entity and !ssar Canital

L |

#femalning 20% of the shares in this entity. 4 i

i
f

[
This dralt repart is for management informalion and intemal discussion purposes only. It may nol be used for any other purposa or dislibuted tu any third party withoul cur prior written
consent.
|
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Mr Sharma's active
# directorship(s) & dates of jicomments
appointment g .
': *  Mr Sharma declared his Interest In thisf (3% shareholding) on both 28/02/2013 and 240472014
10 Nulane Invesiments 204 (Pty) respeciively, o) e _
Ltd, appointed on 17/09/2008
% »  Nulane Investments 204 (Pty,
Transnet SOCE?Ltd, appointed '
1 | on 131222010 NA
| s MrSharma did not decdare his Thtdze TETHY.
i — o, g
; « MrShama's cﬁ%ﬁ%ﬁpﬁ_@&mr in VRLS Pif'c’a&eﬂi‘es is lthemba (appointed on 1 March 2014, which provides .
secretarial wnm%hric??fﬁé&g panies), whidhiit\also an active director of VR Laser Services.
‘%& i @
. ' revious o Beitors of AFSAhTHvA cob Fldyser Greeff" and Mr Bloxham) were also previous
VRLS Properties (Ply) Ltd, e Wid, ALCh S,
12 appointed on 09/12/2013 . EiLaser Sen :em VRLS invéstments (Pty) Ltd. Mr Van Reenen, a former director of this
Isted as & pra l. director of VR Laser Services and an active dirsctor of VRLS Invesiments
Is entily, also holds an aclive directorship in VR Laser Sarvices.
VR Laser Services share the same address details.
>
-
: Qo
This drail report i fdf management informatlon and intema! discussion purpgses cnly. It may not be used for any other purpose or distibuted to any third party without our pror written
- 3 consent. _h
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Mraft l

investigation ;
Mr Essa's active W 2 \

# directorship(s) & dafes of (ﬁf > Findings /épinments D
P ‘ v i

appointment s

ey S
Mr Sharma dedlared his mli‘:!‘&st in this entity (initlially imiedito a directorship after which a 28%

~

SNAFCNUION 1Y Wds usuigiou:

= 'U\JLII B L | Ll s g 1o u.--q.nJL--un— F2s
il ﬁ%t enlity are sfyle eng Shi*, "Feiyu Yao Dafeng" and

- *
1 Daqo South Africa (Pty) Ltd, "Xiang Xu", alltt \iie same date as Mr % a.
appolnted on 07/11/2012 .
: + MrEssais alsoY
Sharma. Mr Shar
2 Elgasolve (Pty) Ltd, appointed
1 on 0211272013

ﬁzﬁ
National Agricultural ﬁ'}‘fﬁ«.
3 | Development Project (Pty;gkld, b
| ppointed on 07/11/2013 ?’3; )

rj
3
|
| . N
: !
| ' o0
T b 0 e foc crnmaein gt ipfannofien and interned e resion pomnsns ealv. |t mav not be used far any othor purpose or disinbuled Lo any third party without our prior written
. ' . consent. ( 5
s
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appainted on 14/01/2014

.

This draft report Is for management information and intemnal discussion purposes nnly.

BTN HPE LT o

i,
«  From our analyses of the MicEDE

Transnet's mogl recerit procurem
April 2014 (tdy ) !

Kok Privatz and Confidential Lo o I P
Draft
Mr Essa’s active
# | directorship(s) & dates of Findingdicomments
aproiniment By
= Mr Sharma did not daciare an interest jeftRjSitntity, including his own or Mr Essa's {refer Diagram 1 on
TSt O
page 39 for details partaining to sucliititer '
R Ja
+  According to the share: registergoi lservices, Eigasolve owns 74.8% ot the shares in this
s VR Laser Services (Ply) Ltd, entity and Craysure tnvesméliisHPly) Ltd owns the rBiigining 25.1% shares in this entlty.
He* T
A

It may not be used for any other purpose or disiributed to eny third party without our prior wrillen

consent.
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5. In addition to the lack of appropriate declarations of interest by Mr Sharma as
. listed above, the following should be noted in respect of Messrs Sharma, Essa,
Zuma and the Gupta family’s interests in VR Laser Sarvices (refer diagram 1

below for a breakdown relevant to these relatlonshlps)

El
-—

>4

e,
prd

a) Messrs Sharma and Essa are active directors of NADP, an entity in which
Elgasolve and Issar Capital ho!d an 80% arB:20% shareholding respectively.
- .b) Mr. Essa_-Is- the sole- director--of - Elsa ve and Mr Sharma-declared a

[ ]
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purpose or distributed to any third party without our prior writlen consert.
39 .

.t

i}

B
a

'

- EEm EN

OCl-O369-OOOl-0051



—

b

0057-0369-0001-0052

L_‘,.

53

N . ~

— .__...-..; b

2 il v M s g 22

-o---._Jn——-_.p

— — i i d

( —— [Arp—" LS N, .___,._J ‘__._j r;
o I - Lf‘-‘:j b Gt =G Ll ey o B R T R Y

b

i Privale and Confident, s
Craft

Diagram: tllustration of relationships reievant 10 VR Laser Services

WESTDAWN INVESTMENTS [PTY)LTD
{we did not have atcess o this entlly's shars

raghier}
1. Ruvindra Nath 3

2 Rafesh Kumar Guplta:s slm:e 03/02/2009
2, Ronka Govendsr .'*.

4, Ronicn Ragavan

& Duduzane Zuma slnceaﬂmsfznos

1. Gert Palrua Johannes
Von Den Barg
2. L.ouls Botha Lourens

ELGASOLVE(FT'ﬂ LTD
(we did not have accass (o this
entity's share ragister)

'PROJECT (PTY) LTD
Active directors

1. 1gbat Meer Shanma {BADC Chaiy, since
071112013 .
2 Sallm Aziz Essa, sincea 07/11/2013

Provigus Jiucios

1. tthermea Governance and Stahutory Solutons
(Pty) Lt

Pravioys shereholders

1. Mbangela Investmants (Ply) Ltd (active directera
include Ra)esh Kumar Guplasnd Dudumne
2Zuma)

2. Shiva Urenhum (Fty) Ltd (activa direclors inckuca
Atul] Kumar Guptaand Duduzane Zumsd

NATIONAL AGRICULTURAL DEVELOPMENT 1

Mr. Sharmna dectared 4 50% =%
Interael I this ently In his Fabruanr

SINGE OTH 1126337,

* This draft repart is for manager;senl Information and Intemal discussion purposes only. Il may not be used for any olher purpose or distibuled lo eny third party without our prior wifttan consent.
s 40

ELEASOLVE ] 2013 daclaration
e SHARES IN
SHARESIN _ Active.di
1, Sallm Adz Essa,
sin«e 024212010
15 3AR CAPITALIPTY)LTD
{we did not have access to this
entity's share regiser} SINCE 06/032014,
ISSAR CAPITAL
Agtlvadirectors OWNS 100%
SHARES IN
41, gt al Mear Shanma (BADCT -
Chair), slnce 17122010

TRANSNET-REF-BUNDLE-01577

z Rarsmisamglig

o
Avnan L.—--J u——-_.l 1..._
L2F O wu:.‘-a._n...p AE LIRS i b ke iae L, b A

TRANSNET 80C LTD ]
|active directors '
1. \gbal Meer Sharma [Current Chalrperson of the
BADG, -
CRAYSURE INVESTMENTS since 131212010 - Transnet SOC LTD
{PIV LTD . RN

WESTDAWN ORAYELIRE e " . PROVIDES GOODS 8 SERVICES TO
e CWNS 100% Active dleeiors -CRAYSURE INVESMENTS

SHARES IN

SE c L '
Active directons ’
1. thamba Governanca And Slatulory Sohjlons

(Ply) Lid
2. fen Angtis Mc Nelt
3. Madoda John Jiyang since 01/04/2008
4. Ntombltuthl Esther Jiyang 010212010
6. Salim A2z Evsa, since 1410122014

Breylous sharoholdam
1. VRLS Investmenis {Pty) Ltd

-
PAYS RJlN7AL TO

VRLS PROPERTIES (PTY} LTD !
|Acilve direclors
1. Ithamba Governance and Statutory Soltions

> d
2.(I|:tl1;)al Moer Sharma (BADC Chaly,
sines 0941272013

Previous sharehoiders
1. VRLA investmenta(Ply) Lid
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Private and Confidential
~ Draft

6. The following should also be noted with respect to Mr Sharma's email
correspondence to Mr Mkwanagzl, dated 10 July 2014, and the Prezs Ombudsman,
dated 4 July 2014 in relation to the interests fllustrated above:

a) Mr Sharma stated that VR Laser Services' last invoice to Transnet was in 2011
for a "paltry” amount: This s however not correct as Transnet's most recent
procurement from VR Laser Services occiffed in the period February 2014 fo

 April 2014, - 4
Although Mr Sharma stated that @ _
running at a foss”, for which “cpfsidérable cort

b) #Services “was and currently stil is{

butions fromrlper shareholders”

the “capital calls’, Mr Shagz
Services. This interest, asedi

invalvement in MABE

“GEDABQUISITION OF AN INTEREST IN

FL

oyRIEASER SERVIEES"

,%ggb oy X respeg%%lwr Sharma's alleged acquisition of a share
] % supta and Zuma's allegéd acqulisition of an

25, Mr Jiyane cmedt L Craysure Investments is in the process of purchasing his
“Ghares in VR r Servié@s. He further confirmed that Craysure Investments is a

Wi Bsowned s {BEidiary of Westdawn Investments (Pty) Ltd.

Par IR

This draft report is for managemant Informatlon and Internal discusslon purposes only, i may not ba used for any other
purpose or distrlbuled 1o any third party without our pdot writien consent,
4
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i Dret v&:x
!J Wicring heiaisd iy
1
i
! .
3 5.3 FINDINGS:
\ THE ROLE PLAYED B OTHER INDIVIDUALS / ENTITIES, INCLUDING RELATED
% PROBITY SEARCH RESULTS AND SHAREHOLDING
3 |1, Refer findings abovt In respect of *Mr Sharma's alieged acquisition of a share in
3 VR Laser Services' and "Messrs Gupta and Zuma's alleged acquisition of an
3 interest in VR Laser Services”.
[} ..
]
5.1

b
\“;i};. INTERVIEWS AND C DNSULTATIOﬁS
2 B $an Reenen,stated the it lng
;]
é ‘_ g o Fith Mr Sharma around Juns /
d 3 %% a around three to four times durlng the course
g 2 %’ %
. : ? 0 reach aﬁ@reement of sale and the deal was done on 9,
&

T

H
-
B

g) He stated that Mr Essa purchased VR Laser Services and Mr Sharma;
purchased VRL Properties. ' !
h) He stated that, at the time when negotiations began, the business was not
rumning at a prfit and lost around R8 million in the 6 months leading up to%

December. i
i) He confirmed tt at he was aware that the winning bidders “came around”, buti

T
-

Hvma i

This draff repart Is for managzment infcr 1afion and internal discussion purposes ofly. 1t may not ba used for any other

purpose or distric ted fo any third parfy withoul our prior wiitfen consenl,
‘ 4 -

3

—

-
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et vt

that he has no further knowledge of the visits as Mr Jiyane hosted them.
j) He stated that he fs aware of Mr Jiyane being in negotlations to sell his shares.

o E A

During a telephone interview, Mr Jiyane stated the following:

. @) The decision was taken t6 sell VR Laser Services around 2012,
b) He was involved with the initial sale proceshlch started around June / July
2013, _

c) He was first introduced to Mr Essz ]

L T I
n

7~ |
e

N
e

-~
{

W
-n
]
3
jo]
=R
@
£
Q
]
o
5
g
1
L)
ﬁ

d) Mr Essa is currently the md a ‘

{*OEM's™) on vai
Laser Services

s i ; I . Ty R
L L ]
i
&

]

!
Cremar”
Ly, 1 9 WISTTENS AL IR ?

; %.ed to have a look at VR Laser
He was approached by their BEE

I e ioiBe fand was thereatter introduced to the Chinese

_ ‘ )53 & )] The t {*,Chlnes panies who visited in 2013 were *CSR* and CNR
g Loz %aser Services because they were manufacturing the
o ”’v " in terms of the previous Transnet contract., A

} %} ‘pany was “General Electrlc®. He met them earier last year or

- % _s,t e end of 2012, VR Laser Services just discussed gensrally what the

j : compariyiioes etc, cutting steel.

- ? i} "Esther Jiyane” is his wife and all his shares in VR Laser Services are held in

: B her name. o deemesi s

t

j} The share register Is correct in saying that there are new shareholders.
However, the shares are not sold as yst as there are certain milestones that
"need to be met before the salé can be completed.

!

e

1
.
T

This drafi report is for management Information and Intemal discussion purposes only It may not ba used for any other
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A Draft . WP
kl % k) b s shares are being sold to Craysure Investments. He ¢y dealt with an
.ﬁ X ir dividual by the name of “J.P Arora® from Craysure [nvestme: 's.
. ; ) b3 Is aware that Craysure Investments is wholly owne by Westdawn
] - . 1-vestments (Pty) Ltd.
} 35 m) 2 stated that ithemba is the new company secretary for VR L aser Services.
. n) V hen we tried to pose follow up questions to Mr Jiyane, we -ecelved a reply
i
4
'Z-l—\ . 3
: i t & sale price. However s etember 2013, Mr Sha(.ma apg cached him and
i . 2 fd
. } I rVan Reenen agaxn and ca ez,tha etier offer. %‘2‘:%}
) n, AT
A 2
R % 5.10 %\ INGS
‘-- ! INT* RVIEWS-AND CO ULTATIO ‘s‘ OYEES OF 'VR LASER
1! ] E ViCES i EGARDI ,‘ YRERFORMED BY ! |DDERS
j . i i cNeil mentloned the following'
ll 1 d shares in VR Laser Servic: s,
| “thal were conducted by the winning bidders,
A
(5 S, Mr Botha mentioned the following:

e knowst f ithere are new owners of VR Laser Services, | it does net have

g % ﬁhﬁmatmn about them.
4 b) e sneikBware of any site visits made by the winning biddar:
sy
4 g
. ) 5.11 s em e, FINDINGS:

INTER" IEWS AND CONSULTATIONS WITH BIDDERS REGARD! IG SITE VISITS
| PERFORMED AT VR LASER SERVICES” |

. |Bomba- {ier Trandportation ’ |

This draft reporti- ‘or management Informafion and interna! discusslon purposes only. I may nol be used + any olher
purpose or distiibuled Lo any third party without our prior writlen consent.
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1 , g sty

: .

1
11 . :
& 3 1. In an email dated 15 September 2014 (attached hereto as Appendix 10.7), Mr
T Makhubela of Bombardier Transportation stated the following. “They never visited

the premises of VR Laser Services.”

CSR E-Loco Supply (Pty) Ltd
1. In an email dated 16 October 2014 (attached hereto as Appendix 10. 2), Mr Wang
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a) They visited VR Laser Services in Oclgb), 25013,

b) The pur purpose of the v \nsnt was {0 idepffs
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c)
d)
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3
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)

ﬂed the premises of VR Laser Services;

I & ' b) The Tréh net Board of Directors visited General Electric in the United States
3 of America during October 2014. Mr Sharma was part of the delegation from

s
lr } % e Transnet who visited them. There was no mention of VR Laser Services durjng
- %;_3 this visit; and
l_ %ﬁ c¢) There had been no communications between General Electric and VR Laser
] .‘;':’ Services. ' l"

This drafi report s for management information and Intemal discussion purposes only, It may not be used for any other
{};’; purpose oF distibuted fo any third pas‘ry withoul our priy wiitten consant
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CNR Import & Export Corporation Ltd
1. We have requested, but not yet received any feedback from CNR Import & Export
Corporate regarding the alleged site visits by them to VR Laser Services.

o )

Rangesee

Ay

5.12 ' FINDINGS:
THE PROCESS FOLLOWED BY THE BADC IN %‘ WARDING THE LOCOMOTIVE
CONTRACT TO THE FOUR NINNING BIDDERS

il ST disarmian) ULl

/1\‘}\ ) 1. . According to Mr Thamsanda Jiyane, STEA Leis involvement with regards to thej.
‘ \M‘,}, ‘ two tenders (the Diese} and Elecld .__I 'b ders) collectively referred to
- ;,; - as the 1064 tender was as follm
i a) Management obtained appm from the BOD and BABC, in accordance with
% the delegations of authon’ry NG (f%;go out on to acquire 1064
focomotives; 5 g
N b) The BADC then re summaay of the evailuation criteria
for the 1064 tender; , |
_; c) ngi.‘ awas req‘cured to .‘ esrfecommendations made by
' Magagemen ‘iqg&o which ‘mﬁérs sho é,_e awarded the contract; and

—t

——

d) Th‘%ﬁ%%“ ’dﬁgnot even%w the names of the tenderers as they were

s referre @Tﬁi el m*e management presentations made lo the

ﬁ‘ % rettifi o the %%f
%\tender 'A...

% BADC app%ed th TFR Locomotive Procurement Strategy on 3 August
2074k Nr Sharmaiwas present at this meeting in his capacity as member of the

> £ 35’

et p— .
o) OGS la et SMENGYT  ALTROIODNYO

———

e
1“-.,__ H
\"‘-:..v’;’:‘

D ey, D —

LIS U e

3. The two fanders collectively referred to as the 1064 tender was first advertised on
13 July 2012 according to Ms Lindiwe Mdletshe; Commodities Manager at
Transnet and the Sunday Times' advertisement dated the same date.

-

' 4, Tpe submission close date for the 1064 tender was 30 IApril 2013 according to the

This draft report Is for management information end Internal discussion purposes enly. | may not be used {or any other
purpose of distribided to any third party withoul our pricr writlen consent.
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Tender Openlng Forms for tender numbers TFRAC-HO-8608 Electrical and
TFRAC-HQO-8609 Diesel.

S

. .
4 J = .

L T A e e

5. According to the Tender Opening Form for tender number TFRAC-HQ-8608
Electrical dated 30 April 2013, the foliowing tenderers submitted tenders for the
Electrical tender: .

a) Bombadier Transpertations,”T1" accordirzgg%he evaluation documentation;
b} CSR E-Loco Supply Proprietary Limites ‘T_Zj' according to the evaluationj
" documentation; A

*

: ' [
- o= Gz

PRy

1
|
|

-

s
e
“,
L [

B~

4

c) Alstom (consortium consistingsa 0
S

(Py) Ld and New A

-

]

P .
Gy UEIRTA v |

—~
Pt

Jration LTD (consortium consisting of Global Railway
I ; a}g ricalCa:%rporate Solutions & Endinamix (Pty) Ltd). “T1" according to the
I i,“ y!uation mentation;
l % b) CS {k% onsortium (consortium consisting of CSR Qishuyan Co, Ltd and
MR PinE stments) “T2* according {o the evaluation documentation;
2 ;3 ¢) EMD Africa, “T3” according to the evaluation documentation; and
l i :3’3 d) G E South Africa “T4™according to the evaluation documentation,
) '
l 14 7. Management started evaluating the 1064 tender on 8 May 2013 according to the
I ‘3 ‘ first register of evaluators for the TFRAC-HD-BB08 Electrical and TFRAC-HO-
I 1 This drafi repod is for management information and intemal discussion purposes only. [t may not be used for any other
l-: ’ purpose ot distributad to any third p;riy withaut our priot written consanl,
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o
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8609 Diesel tenders.

8. According to 2 memorandum submitted by Mr Molefe ("Management’) to the
BADC dated 17 January 2014 with the subject: *Request for approval to negotiate} ~
and award of business to the short listed tenderers for the supply of 598 (COCO)
new dual voltage locohotives for the general frelght business (GFB)', the
tenderers scored as follows during the evaiﬁ'éhon of the Elecfrical focomotive

tender;

BBBEE SCDRE CARD =
2 |so g % 15.89
Further Recognition Criteria \%
3 (Current) 216
Further Recogni G .,&ena
4 (Future) BN 1.82
) & 26.78
n;-~: ~; R 100] 65,96, 3 3241_.:1 4450: 52.64.

ende ‘.‘_. A“%ﬂid notm%,et the technical requirements for further
evafi’ san. and therefore me%n% “are not included in the table above.

th : mem ‘andum, management recommended that tenderers T1

*#'--”t. .' :
11. This rec;ﬁ'@?@‘%ahon by management was approved by the BADC on 24 January

2014,

12, According 10” & memorandum submitted by Mr Malefe ("Management’) to the
BADC dated 17 January 2014 with the subject: "Request for Approvaf fo Negotiate
and Award of Business o the Shd}iusted Tenderers for the Supply of 465 New
Diesel Locomotives for the General Freight Business (GFB)", the tenderers scoted
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as foHows dunng the evaluati-n of the Diesel locomaotive tender:

1 BBBEE SCORE CARD | 0.00 | 1000 | .00
2 |sp 16.42 | 1436 | 13.34
3 Further Recognttion Griteriz. (Current) 0238 180] 1.31
4 Further Recognition Criterl.. (Future) 088t 1.32| 1.9
Price (1otal Gost of Owner hip (1CO)
-{-excl, unscheduled and exc- - scheduled - §- - -
maintenance and excl, bor s poirt B
5 allocation) R 1665 1335 ) 37.13
o) TOTAL SCORE 2 Fiiwrs 1BH34,12:,40.92 42 62.76°
ﬁ_’étes

13. This memorandum then furth

nendedby the C- ""-; ‘
i : @;ﬁﬁ T
Team (CFET”)‘%{S the subcommjt

a) The above results were rec

MeteHAowever, the sBbgommittee raised

%} 'Jcmg of thesh ds receivec. The price for the second
:qh

he &ihan 1 -at of the lowest technically
acg@a{b@% w

concems. regard

SE

o
b) gngem to ite ‘ '_mm 'e%due to tr2 commerclal exposure for

S

as ut med ir the's L.,

'e usei;% 5O/ a.evaluatlon criteriz.

waSequest: c%vestigate the reas:ns for the above concerns
. fun;é'i‘éi- cl.rifications from tenderer. concluded that the base
price of Ioca&twes%‘?’er - too high. '

dhe Group (’: Tef Execu: ve ( GCE") approved a decision that all the tenderers

above %ems will be r itigated.

e) The decision was mad: after consultation with he Chairman of the BOD;
wghasrman of the BADC :nd TIA

f) The request for the bes" and final commercial offe-
as all the tendsrers sut- iitted b'ettrr prices and th= price differsnces wers less

than 13% before negoti - tions. and, the CFET was ‘onfident that the price after

provided a better outcome
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negotiations will be within the allowed premium.
g) The final results of the evaluations after the best and final offers are

$LT e b

: -
e

sttt

i N
1 summarised in the table below:
L
] ST "."!";'|-;
é BBBEE SCORE CARD
Vi 2 [so _
. q‘ ' Further Recognition Criteria ‘ﬁ{‘%
: 3 | (Cumenp LN 500 060f 035 1.80| 1.31
{!k—"}’i %—— : ‘.
it e :
4 | Further Recognition Cﬁﬁﬁ%m 5,006 132 1.98
Price (Total Costof Ow; "rshfp
(TCO) excl. unschedule
scheduled maintenance andexgi:
5 | bonus ’pni@'ﬁon) \ 13.35 | 37.13
i 'TDTAL SQORE"’" Al 3 ';a 41 '4'5 3712 40 93__-' 82.76°

\{ﬁ%ommended that tenderers T1
E 'gouth Africa) be awarded the
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d) GE South Africa Technalogles (Pty) Ltd.

V -
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5.13 FINDINGS: ' )
THE ROLE MR SHARMA P'LAY_ED IN AWARDING OF THE LOCOMOTIVE l

CONTRACT TO THE FOUR WINNING BIDDERS
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1. Mr Sharma was a member of the BADC from the BADC's first meeting held on 23
February 2011. '
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Mr Sharma was appointed by the BOD as the Chairman ¢’ the BADC on 29
August 2012,
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. As noted above, the BADC approved the TFR¢.ocomotive Procurement Strategy
~ .} .} on.3 August 2011, Mr Sharma was pre éhtzat this_meeting In. his_capacity. as|...
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ma had full know edge of Transnet's
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a) To advance and maintain the Company’s acquisition and cisposals policies.

b) To approve procurement transactions within the "boh}nittee‘s delegated
authority.

¢} To monitor frends in supplier development spent and prograss on plan.

g
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d) To consider strategic acquisitions and disposals and make recommendations

to the Board.
To consider, for recommendation to the Board, .potential private sector

& A
Aty g

e

FAINOL— oy =,

. participation models.
f) To review quartery capital expenditure reports, and monitor execution of

approved projects.
g) To monitor the implementation of straieglc'cqu:sitlons against the approved

e e el b L 0 L L
o
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MRS ) MYV v k200,

plans.
h)} To approve procurement strateglegfo > ,sed acquisitions.
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COMPOSITION

a) At least four Dhiredo.rs of th r-Cnmpany shall be merBars of this Committee,

the majority of whom must DEEip ?ent non-execiie. directors, The
repiner of this Committee.

—

3

;..._....r"u.-.—.r"

-

i
and egﬁg\enwtofﬁ%ﬁi i AN |
c) e- BT @gg‘!aﬂ be G%g % ﬁetary'lla-r her designale. ‘
rmunen of tr%}i{%’ialrman ang Commillee memibsis Wik be
b,‘lg Re eatron, Social and Ethics Commitlee and
pr-
RS acew d nce the appro;g%f,ee structure.
5 B) The%shaﬁ agg: by invitation:

sk

&¥Board ¥4 approval by the Shareholder Minister in

r———

7 } -~
|
&

L

1 I Th G’/& P ChigfiExecutive or a duIy mandated designate;

. §] The G Chief Financial Officer or a duly mandated designate; and
5 .
i rﬂ-mThe G% Executive: Group Legal Services.

i , ’
: hc!%ﬁ er persons defemmined by the Committee, who may include,
heéte deemed necessary by the Committee, members of senior
management and independent acquisition and disposal experts.

f} The other Non-Excutive Directors may attend the Committee’s meetings.

e QI

ROLES +ND RESPONSIBILITIES-

a) The Committee has an independent role, operating as an overseer and a

This draf reporl is for management information and infemal discusslon purposes only. |t may no! be used for any other
purpose of disifbuted 1o any fiird party withoul cur prior wriiten consent.
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“a) THe Commitiee Kas authorify to-

&), The Commijze shalk®

maker. of récommendations fo the Bo= d for its consideration and final
approval.

b) The Committee does not assume the func ‘ons of management, which remain
.the responsibifity of the executive direct: s, officers and other members of
senior management.

AUTHORITY

» Have access fo any mfonnati@“ﬁe ?%:to fu!f' ] lts responsibilities.

» Seek Independent advi" roup Company Secretary’s! -

« .. Have d:rect access to“ Bexecutive ¢ f the -'1)91 or ifs subsidiaries,
»  Make amendments to thenéate»a %ject to appro the Board.
b) The Commlﬁee%arm. and di"l{é*at authority to, steering committees
ers of ¢ e‘-« gmmittee.
‘ "._ -pmme ﬁghons to the Board that |t deems
e ‘mi?br I‘ﬁ%ms of reference where action

the review of and recor. mend for approval by the Board

& Spoliciesrelevant to the Committee’s landate.
- Apploye procedure manuals that are legally compliant (where applicable)

and provide for an appropriate pr. curement and provisfoning system|

*which is falr, equitable, fransparent, sst-effective.

R T

« Approve tenders and contracts v to the maximum of investment
decision/budget. This includes acqu sition and disposals of movable and

‘ immovable property, capital - inv stments operational expenditure,
provision and acquisition of s rvices approval fpr establishing

P e B el e

—
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infrastructure, maintenance, refurbishment, and purchasing fuel, and
excludes guarantees, indemnities and securities.

Monitor trends in supplier development spend and progress on plan
(including support of govemment's economic policies, Competitive
Supplier Develppment Programme, local supplier development and

+ The Committee maygappfove, where so

BBBEE (preferential procurement and enterprise development).

participation models. My '*%:3%

o

_ Directors, following i ;E:;_accordance with the

7
Y

Authority Framework.

» Consider strategic acquisitionss&3and  disposals  and
Board, potential private sector

&legated by the Board of

make

%icluded In annual Corpoi’aie Plan and
_- et of the any:
"1’@3’ Te commenge viith a project

Board Acquisitions
and Dispasals
X Committee’s
A 3 Delegation
:afgﬁfmﬁﬁd In annu % orate Plan and Approval of all
) etfl'uf the @o%?ss’m: & transéctions belween
“EhTo comme g{zgg a project R1000m and R2000m
T,
.\?g%‘g‘ex n Approval of all

transactions between
R500m and R1000m

y . Approval of all
A ‘%1 € in Estimated Total Cost (ETC) of tr::saciions between
<exising/approved projects
: -f?' R1000m and R1400m
NEs
Approval of ali
514 Asset Wiite-offfScrapping: Moveable Assats transactions befween
: :| R250m and:R700m
: - ' Approval of all
5158 2::8: V\(fnte—iogf’Sc:ap plnglﬂebrn.c:g‘hon Of:t;;?:b‘e transactions between
efs (excluding Yand) e.g. buildings, str 15 R250m and R300m

-t

—-—- -L.-_... "
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1 ‘ 518 E;::osal of moveabla assetis (excluding sale .7 ?::::iozsabetween

l ‘1 P R250m and R700m
B —

’ l } s — - . . Approva) of al
i ‘518 :::znaﬁor:!adcqulsmon of immovabla property (and transactions betwaen
I i | senitude) R350m and R500M
_I .-iJ - . 15145} [, — - B
”3‘_ TRANSNET VENDOR LISTS COMPAREE; X @" T!ES IDENTIFIED DURING THE
l‘ A | | COURSE OEgHE INvEsTCATION

ser Services r:-ﬁ' as an active vendor of

-

Bmernr g

. . -G
e gy oo

5.16

LA

o 'tﬁms Cebaitit was confrmed that Mr Sharma does not
T o, A=

have agjifansne m%’ laptopitiesktop compute or email address. However Mr

[
"

Ap—
-

¥h placement Pd is r;.e ty in the possessicn of Transnet. and as such, no
% lmagmas performed during the cours2 of this mvestlgatlon as we were
advise '

5.17 FINDINGS:
INTERVIEWS AND CONSULTATIONS WITH . THE MAJL & GUARDIAN

B ErRTeEy )

2. A discussion with the Mail & Guardian was held on 18 August 2014 and we were
provided with the Mail & Guardian's response ‘o the Ombudsman relating to Mr

sqany: | ‘-_&;:lmz[;f:_;;

Sharma's complaint. The contents of this recponse, including attached share

This drafl report is for management infarmation and intemal discussion purposes or ly, | may net be used for any olher
purposa o disiithuied to any third party without our prior wri-ien consent.
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registers

ere included throughout this rep. rt.

5.18

FINDING 3: -
JTERVIEWS AND CONSULTAT:ONS WITH MR SHARMA

a) Inan
us of

b) Heis 3
of El
declz
impre

¢) Hed:
Inves
beca
him:

d) H%’f,u

over

faile.

him

Declaration: .

g) Mr&

sterview conducted with Mr Sha. na on 19 November 2014 he informed

1e following:

asolve when he nég ),Jhr;s. der aratxons
ad the interest in his; ebruary ’013 declaratid)

;sion that he was a share?

not decla%

as he wes under the

.ls Febru: {?%2013 and April 2014 declarations
‘;'

A,
se he thougr%.gas novhamger 1 diregtor of these entities. According to
5 es: Bhed as a ditegtor of ﬂ?"‘é‘?‘é’ E&Eia%o or three years 230.
: Y
N

3 / . .
1 not d&gtare his i ik erést n Me rma and Associates CC as this

njt. e

»7' teresi;;;m N# DP and VRLS Properties =5 he was not
exwas a Qe%r of ths e entities, he thought he was only a
‘; RLS Propertles A cordlng {o Mr Sharma i sometimes

S

% ;stated that he should hz /e declared his interests in NADP and
S5 erhes in his April 2014 leclaration. Not declartng this was an
ght by him, In addition, he inforr ied us that there are no conflicts that he
to decfare in his‘February:2813 r April 2014 declarations.
:arma’s understanding of what h- is required to declare is ary interests of

r his family that is in conflict with Transnet.

0057-0369-0001-0068
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Purchase of VR Laser Services:

h)y Mr Sharma saw an opportunity in VR Laser San ces within the defense

business. In his travels he met various people who k- pt asking about defense

" vehleles (armed vehicles) and one individual in Saud Arabla from G4Security
wanted arnied vehicles for cash in transit purposes.

i} Mr Sharma conducted Internet searches locking for e iities that would be able

to provide these serv{ces This is how he pened t: sturnbre  upon VR Laser

| Sanvices. T & T

j} ‘*Salim” (Mr Essa) knew someon

Sharma to “Benny” (Mr leara '-

-1--4-

a
._g
%
|

Wt VESLase - Services had potential
@ryear old bus‘iness) bu' it was going through a
gy use VR Lasr—;.r Serv Jes as an OEM to make

-

b}
N
o
o
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i) During January 2014 Mr Sharma had a faliout wit) “Benny” as a result of
B i undlséic;;ed ;gﬁ;fs'rélétlng to the income and expenses of VR Laser
Sérvices. After this Mr Shama had no dealings or communication with
*Benny”. He later read in the n,eWspaper that Westda m bought Benny's share,

Mr Sharma does not know how Westdawn got introd ced to *Benny” as he did
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he purchase of VR Laser Services ceinciding vith the locomotive contract
was pure coincidence.
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f_f_ Is reserving; sr:hght to t=: e furtheraction as he thinks
—&" qfu.

the chairperson s BEROAE 2 a8 not beer’ ap,propna» 3, In this regard, he stated:

. y

4

»  Within hours ofihe E” Anticle, the c‘.{aeng,mar son called a meeting to deal

,ﬁ%ﬁ?‘maﬁer. '%%gaq IS0 @é‘% 1aving a meeting without Mr
. ‘ ':{i)g able ti;aﬁgé%‘ue to:'bgyxg ou: of the couniry;

38 chairpegson of ?ﬁ%e aEard-hashanhqg‘enda against him (Mr Shanma);

. .rJE%%’?WaS ca%y the comm secréetary who informed him

eﬂi s rescheduled, hc vever a full board meeting

—

wy
T
T
g,

In themard meetlng he {the chairman -f the board) proposed an

H 5

] 2 £ investigal atinn even after the Chief Executive  ad (after the article) sent out

e ;3 1 saylng that they found no substance in the article and

ll B

i f — . Dunng this meeting the chaiman of the bo rd said the audit committee)
j 8 werpers s~ - will lead the investigation, This means they {the audit committee) would {

have determined the terms of reference and hey would be the committee

—
a

to deal with this. [Then a separate commities was established to deal with

this maﬁel‘.) f'l[ ,@(-904’ fn _ doen; Jaq g/

This drafl report is for managament Information and inlamal discussion purposss only. If - 1y not be used for any other
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+ | (Mr Sharma) question the inte it of the chairman of the board, because
he appomted a separate commi ee which is not normal practice;
‘arma) had sight of the prellmlnary findings report submitted by

sTst: 3 not get it from PWG, 1 (Mr
Sharma) got it frpm theCcompan / secretary on 18 November 2014;

ns i g executive decisfons when he isaj -
' :;g;a“i?‘(-‘.
73 r.

non-executwe and fz‘
«  The audit committee dld{” of versee

£
handled with transpagf%{%
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v. DAQO South Africa (Pty) Lt (did not declare a sharebolding); and

vi. Elgasolve (50% shareholdin ).

b) According to our entity searches, . ir Sharma was a director in the fll!owing

This draft raport is for management Information and Inlema discussic- purposes only. 1t may not be used for any other
purpose or distibuted lo any third party withou our prior written consent.
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v entities during February 2013; -

i 1

i. Nulane Investments 204 (Pty) Ltd (appointed as a director on
2008/09/17),

e T

Issar Investment Holdings (Pty) Lid (appointed as a director on
_2011/0114);

Sl

™ L

t—
v
1.,}. "

o

.=
—

£ -
—— i
e GRpanste
1]

e

st

- ——

L

U R ERRSNSR] SRR e (Do b el

> b

i

ii. Mufase Investments {Pty) Ltd; and

iii. Meer Sharma and Associates CC (current status of entity is
“deregistration final’, however no date of when this entity was
deregistered could be obtained).

[N

This draft report Is for management Information and intemal ciscu.ssion purposes only. |t may nol be used for any other
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g) Probity searches do not show Mr Sharma being a director in Elgasolve at any
point in time.

e) We are not in possession of the share register for Elgasolve in order to
ascertain Mr Sharma's possible shareholding in this entity.

f) Mr Sharma declared the following entitiesfwith his shareholding. in his April

)

oY - 2014 declaration; . - oo L S e
S,
I, Nulane Investments 204 (Ed ﬂ%ﬁholdim);
ii. lssar lnvestment Holﬁiémg‘%gs_ (Pty) Ltd (100%2hareholding);

o b
P
S
-5

I
I
o

——

——

oM7),

byt

-

&
=
2

[

iit. Issar Capital (appointed as a director on 2010/12/17),

. b Y
4 e

“iv. GMT Concepts (Pty) Ltd (appointed as a director on 2009/11/12);

v. DAQO South Africa (Pty) Ltd (appointed as a Firéctor an Z012/11/07);

. ean_ omy
e

?.-,; This draft report is for managémant information amd Infemal discussion purpases only. [ may nol be used for any other
) purpase of distibuled to any third party without our prior writien consent.
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vi. Appledore Invesiments (Pty) Ltd {appointed =as a director on
2006/05/18);

vii. Mufase Investments (Pty) Ltd (appointed as a director on 2006/05/10);

viii. Transnet (appointed as a director on 2010/12/13);

e

ix. Meer Sharma and Associates CC fdppointment date ot available, but
Mr Sharma is the sole membg fgj}ihis entity and it has been active

' ) since 2 December 1994). ] »-‘aeggi s our probity sear hes indicate that

:]\_}‘. this entity has been de %ﬁred %&ﬂ no date ¢ deregistration is '

d

f 3
By prnacas q}\,_, \!u AN T ALY Nk ST S SR b e

"on 2013/08/12);

g

—

' 'fase
4

.

1
[SF

. deregistration final’, however no date of when this entity was
Bgel

e‘{gtg'i"fétered coukd be obtalned);

o
i] 8 iv. NADP; and
1 8 V. VRLS Properies. —

—
e

-

) Interms of Transnet's Dedlaration of Interitt Policy, @ dire or has a duty to
‘ disclose any interests of *Related and Infer-Related person(s .

This draff reperd Is for management Information and infemal discussion purposes only, 1t may nol be used i. “any other
purposa of distributed to any third party without our prior written consent,
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k} Mr Sharma failed to declare his wife's, Ms Tarina Patel, interest in Appiedore
Investments (Pty) Ltd.

)] 'NADP is jointly owned by Issar Capital and Elgasolve.

m) Mr Shamna is the sole dirgctor of Issar Capital and Mr Essa is the sole director
usmess interest with Mr Essa to|

a) The sh 'tg?reglster for VR Laser Services shows that Elgasolve owns a 74,9%
share in VR Laser Services and Craysure Investments owns the remaining
25.1% share in VR Laser Services. Niga-s

LR Y

b) The share register for Craysure [nvestments shows that it is wholly owned by
Westdawn Investments, T

-0369-0001-0075
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c) Our entity search on Westdawn Investments revealed that the following
individuals are directors in this entity:

[o—
P

] i. Ravindra Nath (appointed as director on 2008/07/30)
] . ,
] ? ff. Mr Gupta (appointed as a director on 2009/02/03)
J 1 ii. Ronica Govender (appointed as %{%tor on 2006/07/30)
™ iv. Ronice Ragavan (appoint a dir %Ear on 2006/07/30)
et >
i

ad

d) MrJiyane confirmed that he i the progess of sellmgﬁs;:ares in VR Laser

Services to Craysure Investmenitghi HE ‘f?’xfger the shar gjster of VR Laser

;-

Services reflects Q'T%{B lnvestme si‘ag being the new minority shareholder,

eggher%r%
td 'St

[ S

[ S )
N MR AT G0N OB R S

e) Mr Iﬁg :

wWhEd"by

e ]

b

——

L
Wy

{

N

FESTEES] wemquesst L eimngin

4, Negotiations pertaining fo VR Laser Services

. ’ Y XY 4 e .
] a) The directors of VR Laser Services mentioned the following:

I \4 . .

} 3 i Mr Jiyane was the o};e who initially had contact with Mr Sharma. \
b
- This drafi repert I for management information and inferal discussion purposes oaly, It may no! be tsed for any other
3 ) purpnse or distribuled 1o any third party without our prior vritien consent.
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l q il. ¢'r Sharma subsequently met with Mr Van Reenen and Mr Bloxham
i ‘ . . “ound three to four times during the course of 2013,

_fii. t egotiations for the sale of VR Laser Services broke down around July
3.

[
Ry N T N TN OV ICY o VLA AT

vi.

o
vit,

viii %ssa sl5fe
.. ropbpgses
ro=y \q{,ﬁ' oy

Fajority shareholder in VR Laser Services. Mr

ad
{

&5
T
{

a’-«‘; w;- : Ly
v 8 5. G?;‘f}gg_ic VR Laser Services
I.J g Ry L
' J A a) Mr . /ahe stated the following in respect of the visits made by the winning
lr %'B bidd- rs to VR Laser Services:
~y 3 s aty, .
a-y . o .
fl %‘ i  The two Chinese companies who visited VR Laser Services in 2013
I g—’ were *CSR® and “CNR”.: They approached VR Laser Services around
} 0 November or December 2013,
i‘i This draft report is for = -nagement Information and infemal discussion purposes only. | may nol be used for.any ather
pid Jrpese of distribuled bo any third party witheut our prior wiitlen consent.
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iii.

.

CSRand CNR were manufacturing the “85 locomotives® in terms of the
previous Transnet locomotive contract. They visited VR Laser
Services because of this contract.

The purpose of the visit was to evaluate the capacities and capabilities

of VR Laser Services'.
CSR and CNR were manufacturi & “95 locomotives” in terms of the
it

e dontact.

0} "_ TR ¥

ectric”.  Mr Jiyane met them
. Ne&peral Electric” never visited

7. MrSharma’s role in awarding of the 1064 contract

a) Mr Sharma has been a member of the BADC since 23 February 2011

> "'- N \‘E . -
edihaliney never visited VR Laser Services.

3 sited VR&Paser Services in October 2013,

|
|
|

0057-0369-0001-0078
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[ty

b) Mr Sharma was appointed as the Chairman of the BADC by thJ BOD on 29

This drzt reportis for management Information and Interna discussion purposes only. It may not be used for any other

purpose or distribuled lo any third party without our prior written consent.
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d)

August 2012;

The BADC was responsible for overseeing and making of recommendations to
the BOD with regards to procurement transactions within the Committee’s
delegated authority;

The BADC oversaw the tender process for the 1064 tender since before it was
first advertised on 13 July 2012.

el

— ee—

[— [ W— [
TN TR U GG AT %l
" -

L]

ni share registers for all of the related entities and conduct an
analysis of said share registers.

et ™
B ot st e i v a0 st Ui s A g ot Ry gl S L
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0. Interview with Mr Sharma

| Agenda

Mail and Guardian article dated 4 July 2014
Regulatory framework and Transnet policies
Mr Sharma’s emall response to Mir M Kwanazi
Declarations made by Mr. Sharma '

Messrs Sharma’s, Gupta and Zuma'’s alleged acquisition of a share in VR
Laser Services

DA oo

6-—Interviews with former VR laser Services shareholders

7. Interviews with winning bidders on their alleged site visits to VR Laser
Services

8. Process followed by the BADC in awarding the locomotive contract to the
four winning bidders
%

10. Summary of our findings
11. Way forward ' | p
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' Mail and Guardian article dated 4 July 2014

1. Mr Sharma a non-executive Director of Transnet and ghe Chairperson of the
Board Acquisition Disposal Committee (BADC) evaluated tenders in respect
of the acquisition of new locomotives for an amount of apprommately R50

b1111011 | |
2, The successful bidders, all foreign entities, were requlred (in terms of their

__contracts with Transnet) to procure 60% of their components from the
South African market. i

3. If was alleged that Mr Sharma acquired a share in an enhty styled ‘VR Laser
Services”.

4. Tt was also alleged that the said sh-te was acquired shortly prior to the
announcement of the winning bidders on the locomotive contract.

5. The winning bidders, prior to the award.ing of the locoinotive contract,
performed a site visit at the premises of VR Laser Semces to assess the
possibility of subcontractlng to VR Laser Services.

6LE1L
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' Mail and Guardian article dated 4 July 2014
(continues)

i
7 .

6. The newspaper article also alleged that, shortly after Mr Sharma’s share
acquisition, an entity in which Messrs Rajesh Gupta (“Mr Gupta”) and
Duduzane Zuma (“Mr Zuma”) have a share, acquired a share in VR Laser

Services. : |
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Reguldatory framework and Transnet policies

t

1. Constitution of the Republic of South Africa Act No. 108 of 1996 (“The
~_Constitution”)

2. Companies Act No. 71 of 2008 (“Companies Act”). Page 18 of the report
Prevention and Combatting of Corrupt Activities Act N 0. 12 of 2004 '
(“POCA”") |

“Qctober 2013 Transnet Supply Chain Policy. rage s oritue report
Transnet Declaration of interest policy. Page g of the rfeport
King III report. Page' 24 of the report |
Tranénet Code of Ethics policy. Page 24 of the report

@

oo b

|
149
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l ’ . } ] .
Mr Sharma’s email response to Mr Mkiwanazi

1.

€2

He i&e_l_liiﬁed an opportunity with VR Laser Services and set out to acquire
it.

He “initiated”™ discussions and proceeded to “negotiate” with the “owners”.
Did not mention names. | ‘

Hie firet meehine with VR Taser Services was in March 2013, after which

- formal discussions followed in May 2013 and the “deal” was subsequently

finalised in December 2013.

' He approached “Mr Essa” (Mr Salim Aziz Essa, “Mr Essa”) as an additional

investor as a result of the final negotiated price and “not wanting to over

leverage the transactlon |

As Mr Sharma was not in a position to contribute due to the required
“capital calls”, 75% of VR Laser Services was subsequently bought by Mr

Essa3and the balance (25%) remained with an existing shareholder. Mr
Sha;ma bought VRLS Property and VR Laser Services operates from this

property.

cecel
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Mr Sharma’s email response to Mr Mkwanam
(continues)

6. VR Laser Services has for the past 2 years, and currently still is, “running at
a loss”, which required considerable contributions from the shareholders.
As such, the mentioned minority shareholder “allegedly” sold his stake to
“Craysure Investments” (entity was identified as “Craysure Investments :
(Pty) Ltd, “Craysure Investments”™).

7. Due to his “limited budget” he “remains” with “a pr0perty company” and -
does not participate in the “operating business”. ;

8. VR Laser Services’ last invoice to Transnet was in 2011 and does not
urrent]z do any business with Transnet |

9. P Prior to 2011, VR Laser Services was in business with Transnet for 5'years to |
a value of R 200,000.00 per year. |

t

€cel
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Mr Sharma’s email response to Mr M?lcwanazi |
(continues)

10. He has been, and currently still is, “friends” with the “Gﬁptas” (“the

UL Y AT wman A A s - ' T R 2 : - 4 €

Cupiasy. Whothior Lo dooo businoon with tha “Cuntac® arnnt e 2 “narennal
b2

matier.

11. There is no conflict between his “private business affairs” and his roles and
responsibility to Transnet.
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Messrs Sharma’s, Gupta and Zuma’s alleged
acquisition of a share in VR Laser Services

TRANSNET SDGLTD

N ctiv £ : P

; . i
WESTDAWN INVESTMENTS (FTV) LTD : ‘ ;.;glgl Mear Sharma (Current Chalrperson of the

}
{we did not hava a:ﬁ:; !3 this enlty'a share CRAYSURE INVESTMENTS . aince 13112/2010 - Transnet SOC LTD
(PTY}LTD . - .
. P i SINCE 27/022014 -
Active directprs: 3 Wﬁﬁm“m Actlve direciore: CRAYSURE INVESMENTS | PROVIDES GOODS & SERVICES TO
" ——0 s ““—OWNS 25.1% ‘
1. Ravindra Nath H SHARE3 W 1. Gert Petrus Johannes SHARES [N | v

2_Rajosh Kumﬂ.l’_Gupl:. sinca 03/02/2009

Van Den Barg ‘ ' E
3. Ronka Govender . ‘ YBLASCR SERVICES {PTYILTD .
4. Ronica Ragaven - 2 Louls Bolha Lowens ! .
8. Duduzane Zums, since 30/03/2000 | |Active directora; .
| {1 themba Govemance And Statulory Sottlans
; (Pty) Lid

. ' : o 12 Ian Angus Mc Nel)
+ 7|3, Madada Jotn Jiyane, since D1/04/2008
| 4. Htombifuthl Esthor Jiyans, 01/0212090

ELGASOLVE (PTY) LTD ! ;
(w did not havs accass 1o this ! 4, Sallm Azlz Essa, since 14/01/2014 .
" e&ﬁlty's share regislar} | s
: r. Sharma deciared 2 50% SINCE 27/0212014 ;  (Pradouseh
NATIONAL AGRICULTURAL DEVELOPMENT SINCE 0771112013 s !
Interest in thig anlity In his February ELGASOLVE '
ECT. ELGASOLVE . 1. VRLS Invesiments Ltd
PROJECT. (FTV} LTD . — 2013 deciaration ——OWNS 74.9% S el Pix)
Actlve directors; SHARES IN - SHARES iN: ; '
Active directors:
1. gl;:: g;:; Sharma (Bfmc Chalr}, slace 1. Sallm Aziz Esa; : | PFAYS RENTALTO
2, Sallm Aziz Enca, since 0711172013 Sinco 02/12/2010
Eravioys diragtors .
1. :I;lm Govemance and Statutory Solulions _ VALS PROPERTIES LT ‘
us ghareholde ISSAR CAPITAL (PTYILTD Activeo direciors: 3
SINCE 67/11/2013 (wa did not hava sccess te Lhis ‘ ;
1. Mbangela invastments (Pty) Ltd (actva directors ISSAR CAPITAL anilty's sham register) ] ‘Ssm:: :l:u:m:-!. ; 1. [lhemba Goverhiahes nnd Sawiory Solullons
1 OWNS 20% — f . ISSARCAPITAL __ [ (Pl —
1;:,:‘:;' Rajech Kumar Gupta and D"d"“"e SHARES lﬁ Agsive diractorss OWNS 160% | 7|2, lybal Meer Bharma (mnc Chalr),
2. Shiva Uranium {Ply) Lid {(active directars Inchuda 1. Iqbal Mvsr Shanna (BADC b SHARES IN ' slnce 09/12/2013 ‘ : h)
- 1
Atul Kumar Gupta and Duduzane Zuma) Chalr), since 1714212050 \ '\)
1. VRLS Investments {Piy) Ltd m

0057-0369-0001-0089
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Interviews with former VR laser Services

shareholders T
il B | - -

»~ Mr. Van:Reenen

1. Mr. van Reenen stated that Investments (Pt Ltd previously owned |
4. 94 of VR Lasers Services and this com was owned by Mr loxham
. and him. - ‘ : - '
2. The remammg 25. 1% was owned by Mr Benny Jiyane (Mr Jiyane).

3. Mr Jiyane was the one who initially had contact with Mr Sharma around
June / July 2013.

4. He subsequently met Mr Sharma around three to four times during the
course of 2013. They managed to reach an agreement of sale and the deal
was done on 9 December 2013.

5. Mr Essa only became involved in the deaﬂ when they were about to 31311 the
purchase agreement. |

: —
_ 0o

10
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Intervtews with former VR laser Servlces

shareholders (Continues)

6. From the outset Mr Sharma disclosed to him that he is on the Board of
Transnet.

7. He stated that Mr Essa purchased VR Laser Services and Mr Sharma
' purchased VRLS Properties. ~ .

8. He stated that at the time when negotiations began the‘busmess was not
running at a profit and lost around R8 million in the 6 months leading up to

December

é. He confirmed that he was aware that the winning blddElS came around”,
but that he has no further knowledge of the visits as Mr Jiyane hosted them.

Mr. Jzyane

'10. Mr Jiyane stated that the decision was taken to sell VR Lasel Services
around 2012. |

LCE

1"
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Intervlews with former VR laser Servlces
shareholders (Continues)

11. He was involved with the initial sale process ‘which started around June /
July 2013.

12. He was first introduced to Mr Essa and Mr Essa in turn introduced him to
Mr Sharma. This all occurred in 2013.

13. Mr Essa 1s currently tne majority SOarefoMies Ll VL Ladtl gt viLGS: i oo
- purchased these shares through Elgasolve.

14. VR Laser Services “hosts” a number of Original Equipment Manufacturers
(“OEM's”) on various projects to demonstrate manufacturing capabilities.

15. The two Chinese companies approached VR Laser Services around
~November or December 2013. They wanted to have a look at VR Laser
Services’ capacities and capabilities. He .vas approached by their BEE
partner (did not recall the name) and w s thereafter introduced to the

Chinese partners.

12
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Interviews with former VR laser Servi ées j,;ﬁzéé
shareholders (Continues) N

16. The two Chinese companies who visited i -@
ey—zrppmaw Laser Services becausetiiey were manufacturmg the
“95 locomotives\in terms of the previous Transnet contract. C/;

17. The company was “General Electric”. He met them earlier last year or
towards the end of 2012. VR Laser Services just dlscussed generally what

~ the company does etc. cutting steel. ‘
18. “Esther Jiyane” is his wife and all his share§j are held in -
* hername. ,

19. The share register is correct in saying that there are new shar eholdels
However, the shares are not sold as yet as there are certain milestones that

need to be met before the sale can be completed. g

'20. His shares are being sold to Craysure Investments. He only dealt with an

individual by the name of “J.P Arora” from Craysure Investments.

13
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' Interviews with former VR laser Servlces
- shareholders (Continues)

21. He is aware that Craysure Investments is wholly owned by Westdawn
Tnuectmente (P T,

22, He sﬁated that Ithemba is the new company secretary for VR Laser Semces

23. When we tried to ask some follow up questions, Mr Jiyane via his lawyer
informed us that he is not prepared to be interviewed,

Mr. Bloxham

24. Mr Bloxham stated that he only negotlated with Mr Sharma for the sale of
VR Laser Services.

o5, During June/ July 2013, negotiations were at a halt due to disagreement on
the sale price. However, in September 2013, Mr Sharma approached him
and Mr Van Reenen again and came with a better offer.

14
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Interviews with winning bidders on thelr alleged
site visits to VR Laser Services |

1. To date we received a reply from GE, Bombardier and CSR

2, No reply from CNR.
3. GE and Bombardier did not visit VR Laser Services.

4. -GSR did visit the premises of VR Laser Services. i

5. Durmg April 2014, VR Laser Services visited the premlses of CSR in China.

6. ATransnet delegation did however visit GE in the USA during October 2014. '
7. All the above was confirmed by Mr. Jiyane. | |

LECI
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' Process followed by the BADC in awarding the
locomotive contract to the four winning bidders

1. According to Mr Thamsanga Jiyane (Not related to Mr Benny Jiyane from
VR Laser Services) from Transnet, the BADC’s involvement with regards to
the two tenders (the Diesel and Electrical locomotive tenders) collectively
referred to as the 1064 tender was as follows:

1.1. - Management obtained aﬁproval from the BOD and BADC, in
accordance with the delegations of authority of Transnet, to go out on
tender to acquire 1064 locomotives;

1.2. The BADC then reviewed and approved a summary of the evaluation
* criteria for the 1064 tender;

1.3. The BADC was required to approve the recommendations made by
Management as to which tenderers should be awarded the contract;

1.4. The BADC “did not even know the names of the tenderers as they were
referred to as T1, T2 etc. in the management presentations made to the
BADC?” relating to the results of the evaluations by management of the
1064 tender;

16
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locomotive contract to the four winning bidders
(Continues) | g

1.5. The BADC approved the TFR Locomotlve Procu.rement Strategy on 3
August 2011. Mr Sharma was present at this meetmg in his capacity-as
member of the BADC;

1.6. The two tenders collectively referred to as the 1064 te}ndei: was first
advertised on 13 July 2012 according to Ms Lindiwe Mdletshe,
¢ . Cominodities Manager at Transnet and the Sunday Tlmes
advertisement dated the same date; and ‘

1.7. The submission close date for the 1064 tender was 36 April 20153
according to the Tender Opening Forms for tender numbers TFRAC-
HO 8608 Electrical and TFRAC-HO-8609 Diesel.
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' Process Sfollowed by the BADC in awarding the

locomotive contract to the four winning bidders

(Continues)
2. According to the Tender Opening Form for tender number TFRAC-HO-

—8608 Electrical dated 30 April 2013, the following tenderers submitted
tenders for the Electrical tender:

2.1. Bombaldler Transportations;
2.2. €SR E-Loco Supply Propiietary Limited;

~ 2.3. Alstom (consortium consisting of Woman Rail Consulting and
Engineering (Pty) Ltd and New Africa Rail);

2.4. Bongiveli;
2.5. Siemens;

2.6. CNR Import & Export Corporation Ltd (consortlum consisting of CN'R
Import and Export;

2.7. Global Railway Africa and Cadiz Corporate Solutions & Endinamax
——  (Pty) Ltd); and

2.8. Mitsui/Toshiba (Mars).

18



EED W W AN ENF M AN MW M RO R Mum aw mw mm ke UM OkSet aem

0057-0369-0001-0099

i w"m"
l 4! .
'I

' Process followed by the BADC in awardmg the
locomotive contract to the four wlnnmg bidders
(Continues)

3.

According to the Tender Opening Form for tender number TFRAC HO-

for the Diesel tender:

3.1. CNR Import & Corporation LTD (consortium consisﬁng of Global
Railway Africa/Cadiz Corporate Solutions & Endinamix (Pty) Ltd);

© 3.2, USK Loliwe Consoriiuin (cousortium coisisting of VSR Qishuyan Cc.

Ltd and Pin Ezy Investments);
3;3. EMD Africa; and
34 GE South Africa. |

Management 1ecommended that the tenderers from Bombardier
“Transportations and CSR E-Loco Supply Proprietary Lumted be awarded
the contract to supply the Electrical locomotives. t

This recommendatlon by management was approved by the BADC on 24
January 2014. |

8609 Diesel dated 30 April 2013, the following tenderers submitted tenders

19

ST M {,_;fm'@{’ﬂ 2 P B LJ”QDWM VR UGS S i — rv-'»r e e T LTt e

St

geel




TRANSNET-REF-BUNDLE-01625

it —— -
e d : -

\_—-...., —_

Ezwmm ﬂ%wl . S — s | : - ] :
3 2 s e .:h:% Ry ol e W T mw CEE— e — e S NUSUR —

......
‘,E‘ IJ ] ~ RIS el — -
e

Process followed by the BADC in awarding the
locomotive contract to the_ four winning bidders
( Continues)

On the Diesel locomotive contracts, best and final offers were requested and
the final results of the evaluations-after the best and final offers are that
tenderers CNR Import & Corporation LTD and G E South Africa be awarded
the contract to supply the Diesel locomotives. :

7. This recommendation by management was approved by the BADC on. 24
- January 2014.

8. Letters of intent were sent on 28 January 2014 to the following entities:
 8.1. Bombardier Transportation SA (Pty) Ltd; |
—8.2. CSR;- |
8.3. CNR Consortium; and
8.4. GE South Africa Technologies (Pty) Ltd.

20
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Interview with Mr Sharma

e: The leaking of information:

1. Mr Sharma reserved his rights pertaining to the alleged leakmg of
information. ‘As a result he decide.” ~ot to provide mformahon on this.

!
i
)
|

Re: Declarations of inlerest:

2. Heis currently not a shareholder of Elgasolve and also WélS not a

-shareholder of Elgasolve when he made his declarations in 2013 and 2014.

He only declared the interest in his February 2013 declaranon as he was
under the impression that he was a shareholder. i

3. He did not declare his interestsin Appledore Investments (Pty) Ltd and
Mufase Investments (Pty) Ltd in his February 2013 and April 2014
declarations because he thought he was no longer a director of these

Ar Ao A nnnwlmnr to him ha rnmn‘npﬂ aa a Airector nfﬂwqp entities two or

Nt sl b sy B, gt bt 4 by e ol Nt Nl A g

three years ago. - |
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Imterview with Mr Sharma (Continues)

4. He did not declare his interest in Meer Sharma and Associates CC as this
entity should have been deregistered.

5. He ff:iled to declare his interests in NADP and VRLS Properties as he was
not aware that he was a director of these entities, he thought he was only a
shargaholder of VRLS Properties.

6. Accordmg to Mr Sharma it sometimes happens that he 51gns documents put
in front of him without him reading what it is that he is signing,. '

7. Mr Sharma stated that he should have declared his interests in NADP and
VLRS Properties in his April 2014 declaration. Not declaring this was an

oversight by him. o |

22
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Intermew with Mr Sharma {( Conhnue

|
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1

8. In addition, he informed us that there are no conflicts that he failedito
declare in his February 2013 or April 2014 declarations. |

9. Mr Sharma’s understandmg of what he is required to declale is any intei ests
“of him or hlS family that is in conflict with Transnet.

!
. : . -
Re: Purchase of VR Laser Services:

10. Mr Sharma saw an opportunity in VR Laser Services w1th1n the defence

business. In his travels he met vanous people who kept asklng about defence

VELLICIES Laumuu Y\..-l).l\..luu) il oo im A dnal i Qangs Amhm from

G4Security wanted armed vehicles for cash in transit purposes.

11. Mr Sharma conducted internet searches looking for entities that would be
able to provide these services. This is how he happened to stumble upon VR

Laser Services.
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Interview with Mr Sharma (Continues)

Re: Purchase of VR Laser Services (continues):

12."Mr Essa knew someone at VR Laser Services and introduced Mr Sharma to
Mr Benny Jiyane. Mr Sharma and Mr Benny Jiyane met in March 2013. Mr
Benny Jiyane wanted to buy out his other shareholders and keep his interest
(24% or 25%) in the business.

.......

13. Mr Sharma and his advisors then met with John van Reenen who gave them

four financial statements to look at for pricing and they concluded the
transaction in December 2013. |

14. According to Mr Sharma negotiations never broke dowii, tie hail was just
part of the normal negotiation process.

15. During October 2013 he involved Mr Essa. VR Laser Services had potential
(with pedigree as it is a 70 year old business) but it was going through a
slump. Mr Sharma’s idea was to use VR Laser Services as an OEM to make

_armed ambulances and cash in transit vehicles.

24
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| Interview with Mr Sharma ( Continues?

|
1
i

16. The company had losses with no future plan; but he saw that he could trim a
lot of fat off the expenses. Mr Essa was only loosely aware of what was going
on and his involvement was going to be limited. ‘

17. However once Mr Sharma reahsed that it was going to take up to two years .
to break even with VR Laser Services he knew he did not have enough - |
liquidity. Mr Sharma then handed VR Laser Service to Mr Essa. The
transaction was split in two: Mr Essa took the business and he took the

property.
18. During January 2014 Mr Sharma had a fallout with Mr Benny Jiyane as a

result of undisclosed matters relating to the income and expenses of VR
" Laser Services. After this Mr Sharma had no dealings or commumeahon

_ mth&Mr Benny Jiyane. _
19. He later read in the newspaper that Westdawn bought Mr Benny Jiyane’s
share. [

|

25
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Imterview with Mr Sharma (Concinues)

0. Mr Sharma does not know how Westdawn got introduced to Mr Benny

Jiyane as he did not introduce Mr Benny Jiyane to Westdawn. Mr Sharma
confirmed that Westdawn is owned by Mr Zuma and Mr Gupta and that he

knows them well.

i . LT . .
21. The purchase of VR Laser Services coinciding with the locomotive couts
~ was pure coincidence.

Re: Objecﬁons raised by Mr Sharma:

22, Mr Sharma critized the procedures followed by Transnet in the
"~ commissioning of this investigation.

23. In his objection be critized the C*_urinan of the Board.
24. Mr Sharma confirmed that the Company Secretary provided him with a

copy of a PwC presentation on this investigation (contrary to our advice not

too), prior to our interview with him.

S N e
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Summary of our findings |

¥

1. Mr Sharma declared the following entities, mcludmg hls shareholdmg, inhis
February 2013 declaration:

1.1. Nulane Investments 204 (Pty) Ltd (100% shareholdmg)

1.2.. Issar Investment Holdings (Pty) Ltd (100% shareholdlng),

1.3. Issar Capital (100% shareholding); ‘
- 1.4. GMT Concepts (Pty) Ltd (20% shareholding); |

1.5. DAQO South Africa (Pty) Ltd (did not declare a shareholding); and
1.6. Elgasolve (50% shareholding). o

2. According to our entity searches, Mr Sharma was a director in the following
entities during February 2013:

2.1. Nulane Investments 204 (Pty) Ltd (appointed as a dlrector on
2008/09/17); ana

2,2. Issar Investment Holdings (Pty) Ltd (appointed as a d11 ector on
2011/01/14).

7

0057-0369-0001-0107

EPel




TRANSNET-REF-BUNDLE-01633

.—_-‘-'-- T, e — - ._'_l - , . _
T—"'T Wmh— "‘)*"'- mj"" ._ vmuh-‘ D el ""! “—--; E ."" | - I T m— - —
E:‘ E;.J S e g; Lég Ea,l l%.g gkl i !h_.- Tl MU e Gl et /"" 3J — -.....,_.__‘_____, ‘-'--"“ —— A ; :

e d g i~
Fesnbarsy Nty ————t - —

—
— —— -~

.......-‘__

———

! Summary of our findings (Continues)

Issar Capital (appointed as a director on 2010/12/17).

GMT Concepts (Pty) Ltd (appointed as a director on 2009/11/12).

DAQO South Africa (Pty) Ltd.(appointed as a director on 2012/11/07).

Appledore Investments (Pty) Ltd (appointed as a director on 2006/05/18).
- Mufase Investments (Pty) Ltd (appointed as a director on 2006/05/10).

Meer Sharma and Associates CC (appointment date not available but Mr
_Sharma is the sole director of this entity and it has been active since 2

December 1994).
9. In his February 2013 declaration, Mr Sharma failed to declare his interests

XN T p

7 L B a2 b o] Hnr‘
e LAY ANsdabs R e e

9.1. Appledore Investments (Pty) Ltd;

g.2. Mufase Investments (Pty) Ltd; and. —

9.3. Meer Sharma and Associates CC. | cﬁ
AN
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Summary of our ﬁndmgs ( Continues)

14. According to our entity searches, Mr Sharma was a dnector n, the following -
entlhes during April 2014: |

14.1. Nulane Investments 204 (Pty) Lid (appomted as a dn‘ector on
. 2008/09/17);
14.2"’ Issar Investment Holdings (Pty) Lid (appointed as‘ a director on
_ 2011/01/14); B
T4.3 Issar Capital (appointed as a director on 2010/12/ 17),
14 4 (MT Concents (PHv) Lid (appointed as a director on 2009/11/12);
14.5. DAQO South Africa (Pty) Ltd (appointed as a d1rector on
2012/11/07); -
14.6. Appledore Investments (Pty) Ltd (appointed as a dlrectm on
. 2006/05/18);
" 14.7. Mufase Investments (Pty) Ltd (appointed as a dlrectm on
2006/05/10);
14.8. Meer Sharma and Associates CC (appointment date not available but
Mr Sharma is the sole director of this entity and it has been active

since 2 December 1994); _ o | 30
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Summary of our findings (Continues)

.(n
4

14.0. NADP (appointed as a director on 2013/11/07);

14.10. 79 NDC Swellendam (Pty) Ltd (appointed as a director on
2013/08/12); and

14.11. VRLS Properties (appointed as a director on 2013/12/09).

15 April 2014 Mr Sharma failed to declare his interests in the following
entities:

15 1. Appledore Investments (Pty) Ltd;
15.2. Mufase Investments (Pty) Lid;
15.3 Meer Sharma and Assocmtes CC;
15.4. NADP; and

15.5. VRLS Properties.

16. In terms of Transnet’s Declaration of Interest Policy, a director has a duty to
' disclose any interests of “Related and Inter-Related person(s)”.

17. Mr Sharma-failed to declare his Wife’s, Ms Tarina Patel, interest in.
Appledore Investments (Pty) Ltd.

31
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'18. NADP is jointly owned by Issar Capital and Elgasolve. |

|
Summary of our ﬁndmgs (Continues) | :

19. Mr Sharma is the sole director of Issar Capital and Mr Essa is the sole |
director of Elgasolve. Mr Sharma did not declare his business interest with
Mt Faca tn Transnet ‘

20. Furthermore, Mr Essa is one of the directors of VR Laser}Semces VR Laser
. Services’ most recent procurement with Transnet occurred in the period

February 2014 to April 2014.

21, Accordmg to Mr Sharma VR Laser Services leases the property which 1t
conducts business from. This property is owned by VRLS Properties.

22. VRLS Properties is 100% owned by Issar Capital. Mr Sharma is a co-director
in VRLS Properties.

' 23. Mr Sharma did not make -any additional declarations of interests at any

0057-0369-0001-0111

BADC meetings. |
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E Summary of our findings (Continues)

The Gupta family and Mr Ziuna

24. The share register for VR Laser Services shows that Elgasolve owns a 74 9%
share in VR Laser Services and Craysure Investments owns the remalnmg
25.1% share in VR Laser Services. -

25. The share register for Craysure Investments shows that it is wholly owned
- by Westdawn Investments. :

26. Our entity search on Westdawn Investments revealed that the following
individuals are directors in this entity:

26.1. Ravindra Nath (appointed as director on 2006/07/30);

26.2. Mr Gupta (appointed as a director on 2009/02/03);

26.3. Ronica Govender (appointed as a director on 2006/07/30);

26.4;Ronice Ragavan (appointed as a director on 2006/07/30); and
_26. 5'f Mr Zuma (appointed as a director on 2008/09/30).

8rel
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} Summary of ouwr findings (Continues) '

27. Mr Jiyane confirmed that heis in the process of selling his shares in VR
Laser Services to Craysure Investments. However, the share register of VR.
Laser Services reflects Craysure Investments as being the new minority

shareholder

28 Mr le'me further confirmed that he is aware that Cravswe Investments is
: owned by Westdawn Investments.

29 Accordmg to the share register of NADP, Mbangela Investments (Pty) Ltd
and Shiva Uranium (Pty) Ltd are both entities that held a maJ jority share in
NADP.

30. Mbangela Investments (Pty) Ltd and Shiva Uranium (Pty) Ltd are both

—companies in which the Gupta family as 'well as Mr Zuma have
directorships.
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Summary of our Jindings (Continues)

1
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31. Mr Sharma and Mr Essa are the current directors/owners of NADP.

Negatiations | |
32. The directors of VR Laser Services mentioned the following:

32.1. Mr Jiyane was the one who initially had contact with Mr

' Sharma;

32.2. Mr Sharma subsequently met with Mr Van Reenen and Mr
Bloxham arcund three to four times during the course of 2013;

32.3. Negotiations fox the sale of VR Laser Services broke down around
July 2013;

32.4. Mr Sharma returned, in September 2013, to Mr Van Reenen and Mr
Bloxham with a new offer;

32.5. They managed to reach an agreement of sale and the deal was done on

g December 2013;

0G¢el

35

HEE SNE W SN W0 BN SE0 WSS M M DS e WO :
0057-0369-0001-0114 Gl S N e AN N e



-—-----------—-MNMFHUME(HQ

s -
— - P . - T e T s atand -
T perey — EO—

P A (a1 ) wﬂ“wus 't"‘""‘" h.....:“"‘f-&"m m&!“""hﬁ_‘ ww--— et - L mgeRena .. raaenggr i

|
| Summary of our findings (Continues) ﬁ

32.6. According to Mr Van Reenen, Mr Essa only became ;involved in the
aeal wien they were apout 1o sign the purchase agreement;

32.7. Accordmg to Mr Van Reenen, Mr Sharma disclosed f10m the outset
that he is on the Board of Transnet; |

32.8. Mr Essa purchased VR Laser Services and Mr Shalma purchased
VRLS Properties; and

| 32.9. Mr Essa is currently the majority shareholder in \7R§Laser Services.
—— I mSsa purchased these shares through Ligasolve. |

Visits to VR Laser Services
33. Mr Jiyane stated the following in respect of the visits made by the winning
[

bidders to VR Laser Services: |

33.1. The two Chinese companies who visited VR Laser Services in 2013
were “CSR” and “CNR”. They approached VR Laser[Semces around

November or December 2013;
. 36

0057-0369-0001-0115

e T MR B e N - e N — T

LGE |



TRANSNET-REF-BUNDLE-01641

— - . N -
= - — —

——

U "% R D - o T O B, S-S V4 WORC I/ SRR - 1F B &1~*)’-J T e L T el .7#"-:}) o o -
t. o {; had —
- Q‘:\"‘ 7

| ,
Summary of our findings (Continues)

33.2 CSR and CNR were manufacturing the “95 locomotives” in terms of the )

previous Transnet locomotive contract. They visited VR Laser Semces

because.of this contract;
33.3. The purpose of the visit was to evaluate the capacities and capabilities

of VR Laser Services’;
33.4.CSR and CNR were manufacturing the “95 locomotives” in terms of the

. - previous Transnet locomotive contract; and
33.5. The third company was “General Electric”. Mr Jiyane met them
towards the end of 2012 or early 2013. “General Electric” never visited

the premises of VR Laser Services.

Response_ from Winning Bidders
34. Bom‘bardler and GE stated that they never visited VR Laser Services.

35. CSR dld visit the premises of VR Laser Services. CSR also confirmed that
VR Easer Services visited their premises in China during April 2014. CSR

never appointed VR Laser Services as one of their sub-contractors.
, 37
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Summary of our findings (Continues),

Mr Sharma’s role in awarding of the 1064 contract

‘}6 Mr thrmq 1'1-'10 ]‘1(.‘1!"\1‘\ a h‘\hrﬂ]“f’\‘l n'r !'T‘\n n AT\(“ r"'a‘h( ~ nn T‘;ﬂw Yy YT O e

P I

37. Mr Sharma was appomted as.the Chau'man of the BADC by the BOD on 29

August 2012. i

38.The BADC was responsible for overseeing and making of recommendations
'~ to thie BOD with regards to procurement transachons within the
Comm1ttee s delegated authority. .

39. The BADC oversaw the tender process for the 1064 tender since before it
was first advertised on 13 July 2012.

40.The GCE approved a decision that all the tenderers for the Diesel tender
must be requested to submit a best and final commercial offer after
consultation with Mr Mkwanazi, Mr Sharma and TIA. This resulted in GE
South Africa being awarded part of the Diesel contract mstead of EMD

Africa.

€scl
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’ Summary of our findings (Continues)

[
I
I

41. The BADC approved the recommendations'made by management on 17
January 2014 to award the 1064 contract to the four winning bidders.

0057-0369-0001-0118
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| Way forward

1. Itis recommended that the matter be referred to Transnet S counsel in
__order to obtain an opinion on the following: |

1.1. Any transgressions of any Transnet’s policy?

1.2.Has any criminal offence been committed; be it statutory and/or
common law? ;

o. Obtain share registers for all of the related entities and conduct an analysis
of said share registers.,

40
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WERKSMANS
ATTORNEYS
DELIVEHED BY HAND :
TRANSNET SOC LTD Johannesburg Office
155 5th Street
) Sandten 2196 South Africa
;Sﬁﬁgﬁg'ﬂlﬁsiuner Streat Private Bag 10015
anannesburg Sandton 2146
2001 Docex 111 Sandton
Tel 427 11 535 8000
FOR THE ATTENTION: MS LI!iDA MABASO Fax +27 11 535 8600
THE C-IAIRPERSON www.werksmans.com

enquirlas@werksmans.com

YQUR REF RENCE:

OUR REFERENCE: H Jacobs/T shabalala/TRAN2746.64/4944561.1

DIRECT PriONE: +27 11 53< 8182 f +27 11 535 8319

DIRECT FX! +27 11 53¢ B6B2 f +27 11 535 B531

EMATL ADJRESS: hjacohs@w -rksmans.com / ttshabalala@werksmans,com

7 July 2017

Dear Ma~am

re: FORSNSIC INVESTIGA TON INTO ALLEGATIONS IN THE MEDIA PERTAINING TO A
POSSIB'.E CONFLICT OF INTEREST INVOLVING MR IQBAL SHARMA

Backgiround

1  We have been request-d to review and provide an exscutive summary of the views and
conislderations of Price VaterhouseCoopers ("PWC™) in their draft report on a forensic
inv=stigation conducted in relation to allegations of possible conflict of interest involving Mr
Igbal Sharma ("Sharme") in respect of the acquisition of 1064 locomotives for Transnet Soc
Limted ("Transnet") Ceneral Frelght Business {"1D64 Transaction"), as contained in a
nav spaper article of the Mail & Guardian, dated 4 July 2014 ("draft report®),

2 Shzrma was at the time of the aflegations a hon-executive member of the Board of Directors
("BOD") of Transnet ar d the Chalrperson of Transnet's Board of Acquisitions and Disposals

Corimittee ("BADC").

3 PWZI was mandated to avestigate the above confilct of interest as well as the possibillty that
the e had been an unat thorised disclosure of confldential Information in relation to the award

of the 1064 Transaction

4 In shart, PWC's findings are essentially that Sharma was conflicted In relation to the award of
the 1064 Transaction in as far as he had acquired a share In VR Laser Services (Pty) Ltd ("VR
Laser Services") shorty prior to announcement of winning bidders In the 1064 Transaction
unser the fol[Tw]ng circ. mstances:

Werksmans Inc. Reg. No. £1830/007215,; !1 Reglstered Dffica 155 5th Street Sandton 2196 South Afrlca

Directors [ Hertz (Chalrman} AL Armstrony BA Aronoff DA Artelro T 8ata LM Backer JO Bahr AR Barman NMN Bhengu Z Blieden HGB Boshofl GT Bossr
T1 Boswell M2 Bréan W Brown PF Burrnr PG Zeland )G Qoete PP1 Coatser C Cole-Margan N de Villiers R Driman S Fodor S31 Gardiner D Gewer JA Gobetz
R Gootkin I Gouws GF Griessel J Hollesen & 34 Honlball VR Hosfasky BB Hatz HC Jacobs TL Janse van Rensburg N Harduth G Johannes S July J Kallmeyer
5LG Kayana \ Xenny BM Kew R Killaran N K. by HA Kotxe S Krige P Krusche P [e Roux MM Lusln? £ Levanstein IS Lochner K Louw JS Lubbe BS Mabasa
PK Mabaso 1PC Manaka HMasondo SM Merane CMoraltls PM Mosebo KO Motshwane L Naidoo 1Nickly 1) Klemand BPF Qlivier WE Oosthulzen
S padayachy M Pansegrouw S Passmoor A Pllay D Plsant! T Potter BC Price AA Pyzikowsk) RJ Raath A Ramdhin LAood BR Roothman W Rosenberg
NL Scott TA Sibidla LK Stberman JA Smit 1S Smit BM Sono €l Stevens PO Stayn  J Stackwell )G Theron 1) Truter ¥ Trixdgeosn DN yan den Berg
AA van der M2rwe HA van Niekerk FJ van To dar 3P van Wyk A Vatalidls RN Wakefield DC Walker L Watson O Weglerskl G Wicking M Wichahn DC Willans

oG Willlams 2 Wood BW Workman-Davies
TME A" NRSRITRG .. CAPR TOWN « STELLENBOSCH - TYGER VALLEY
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4.1 Sharma had at all relevant times been a non-executive directar of Transnet and the
Chairperson of the BADC, tha latter which evaluated tencas In respect of the
Transaction;

4,2 The successful bldders were required to source 60% of th2 components for the
Transactfons from the South African market;

4.3 VR Laser Services manufactures such components:

4.4 Some of the winning bidders had performed a site visit at th2 premlses of VR Laser
Servlees shortly prior to the award of the Transaction; and

~—4,5——--Sharma- failed-ta-declare his-interest_in_VR .lLaser_Services anl had_not at any point_
disclosed such interest In any of the meetings of the BADC. The only explanation
proffered for such failure was an oversight on his part.

5 PWC's mandate further included an investlgation Inte the possiclity that Sharma had

perpetrated any unauthorised disclosure of confidential informaton in relation to the
Transaction, In this regard PWC found that there was not sufficient e 'dence on hand to make
a determination.

PWC Findings

6

PR

Se——]

In discharging its mandate PWC had regard te v ous documents incl.ding Sate Owed Entitles’
regulatory framework, Transnet's policies .d procedures {includng related legislation),
carrespondence by and to Sharma in re'atl- , to the article. PWC furt! er conducted Interviews
and consultations with varlous staket .ers and other relevant pe-sons including Sharma
himself, shareholders of VR Laser Ser.ices, representative/s of the {lail & Guardian, staff of
Transnet and some of the winning bidders of the 1064 Transaction.

In summary, PWC made the following findings:

Sharma had Interests in the form of directorships (including shareholding In some
Instances) In certaln entities not declared In the February 2013 and Aprll 2014
declarations or durlng BADC meetings, one of such entitles being /R Laser Propetties;

As regards VR Laser in particular, it was found that Sharma hd (nterests in VR Laser
Servicas through his involvement in National Agricultural Develcpment Project (Pty) Ltd
("NADP"), Elgasolve (Pty) Ltd ("Elgasolve") and Issar Cajital (Pty) Ltd ("Issar
Capital") respectively, In that Sharma:

7.2.1 Was an active director in NADP, In which Eigasolve and Is:ar Capital held an 80%
and 20% shareholding respectively;

7.2.2 Declared a 50% shareholding In Elgasolve on 28 February 2C13;

7.2.3 Elgasoclve holds a 74.9% shareholding In VR Laser Services

7.2.4 Issar Capital holds a 100% In VR Laser Properties, the entty from which VR Laser

Services rents land; and

7.2.5 Therefore, has Interests in VR Laser services through his involvement In NADP,

Elgasolve and Issar Capital respectively.

0369-0001-0121
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] 7.3 PWC also found that VR Laser Ser jces was listed as an active vendor of Transnet and
] that Transnet's most recent procur :ment from VR Laser Services occurred in the perioc
February 2014 to April 2014;

7.4 Further, PWC found that Sharma fz ied to declare the above interests and he presented
various reasons for such fzilure, Inc uding lack of awareness that he was a shareholder
and/or director of the relevant entises and, in some instances, that he had resigned as
director or that the company had t2en deregistered. In particular reference to VR Laser
Services and NADP, his stance was that he was not aware of his directorship in these
entities and that he had thought h: nself only a shareholdar of VR Laser Properties.

} 7.51 Bombardier Transportation cintended they had naver visited the premises of \ 1
Laser sarvices;

e 3 7.5.2 CSR E-Loco Supply (Pty) Ltc confirmed having had visited the premises, as welt s

“ b those of other manufacture s, for purposes of identifying opportunities to Imprec e

N T the localisation of locomotiv.s being manufactured for Transnet. They did not kn: w

f the owners of VR Laser Ser. ces and had no contact with Sharma and no knowled ;&

of his business associates. T ey concluded VR Laser Services was not sulted for th «ir

- purpeses, as It did not me-t thelr manufacturing specifications. VR Laser Servi-zz

! also visited their plant in Ci Ina in April 2014, but CSR R-Loco Supply (Pty} Ltd tad
) as at that date not ever sut contracted them;

7.5 In regard to visits to VR Laser Ser. ice premises by the winning bidders, PWC found: .

i 7.5.3 General Electric confirmad -hat the Board of Directors of Transnet had visited ti air .
! premises in America in Octber 2014, Shartna was part of the delegation but thirs
was no mention made of Vi Laser Services durlng the visit; and

. 3
] 7.5.4 ‘] Import & Export Cororation Ltd provided no information about site vi-its, !
- though they had been requ :sted to.

} Sharma's retort

B8  On the basis of /nter alia Sharma's nterview with PWC ard his correspondence to the M il &
:’-) » Guardian and his complaint to the C nbudsman, as per the draft report, ">~  ~=is” &b
i the following:

His Involvemnent in VR Laser S:rvices commenced In March 2013 when a deal was * ging
negotiated, which deal was concluded In December 2013, He did not acquire a «irac! l
Interest in VR Laser Services tut rather in VR Laser Properties, the latter from whi. 1 VF
Laser Services conducts its buspess;

VR Laser had previously rend= ‘ed sarvices to Transnet, but that had been in 2011 ndi
had not done any business w':h Transnet since. In the clircumstances there could je n
conflict between his "private tusiness affairs™, to wit his dealings with VR Laser S= vice
and VR Laser Properties, and 1is roles and responsibility to Transnet as neither cor wpar
does Business with Transnet;

Further, the BADC merely pr.vides "oversight of the process followed by executiv s a
does not decide on the assicnment of tender awards™ and under his chalrmanstip t
BADC tack the decision that i formation re:Fting to the tender should only be discl: sed
officlals adjudicating the tencar, thus no information of substance was ever sharz1 w

the BADC; .

0057-0369-0001-0122
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. 8.4 He had it on aoed authority that a member/s of the BADC had influenc= on the

- publication of the article and there was therefore not much merit In the allegations;

) } 8.5 As regards his fallure to declare certaln of his Interests:

i 8.5.1 He stated he should have declared his Interest in VR Laser Prcaerties and NADP,
] failure to do so was a mere oversight on his part;

| 8.5.2 The above notwithstanding, his view was that there were no confl cts which he failed

to declare as his understanding of what is required to be declarec 1s any interests of

] his or his family that is in conflict with Transnet, of which there was none;

N 8.6 In any event, the purchase of VR Laser Services coinclding with the Transaction was a
] pure coineldence,

~ “Conclusion

:-, 9 PWC established that Sharma had interests in certain entities that polnt to conflict of Interest

which potentially placed a duty on Sharma to declare such interests., Starma falled to so
,.] declare and/or disclose said interest.

10 We note that the abova is not exhaustive and/or final given our mandate to Investigate the
1064 locomotlve acquisition, which investigation we are of the view will shed further light and

} amplify this note in as far as the subject matter -**"° ...\ | pe involved.
11 We would welcome the opportunity of discussing these preliminary viewss with you at a
A, mutually convenient time.
|
3) Kind regards
1 Werksmans Inc,

I ' :
1
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; MEMORANDUY 4

t we ALlransnet.nel

1 TO: Trans 20 Boz d Acquisitions and Disposals Committee (BADC)
1
1 i FROM: Mr. B 1 Moixfe l
f DATE: 30 AL ust 2G:3
i SUBJECT: MITI ATIC [ OF t4DS VOLUMES AT RISK THROUGH THE INVE TIMENT IN AND l
i PROC JLEM NT OF 100 CLASS 19E EQUIVALENT DUAL VOLTA E ELECTRIC
s LOCC 40TTVES AND 60 CLASS 43 DIESEL LOCOMOTIVES,
A l
. PURPOSE
: 1, The purpos: cf thiz submission is to request the Transnet Board Acguls ans and Disposals l
| Committee t rzcor mend to Lthe Transnet Board of Directors the following:
a) Note e risk o TFR MDS volumes through insufficient traction pows resulting from the
_ delay 1 the ¢ ocurement of the 1064 lacomotives: ‘ l
t , b) Note - ¢ Invzstment [n and procurement of 100 Class 19 E and 60 ass 43 Diesels wil
: protec 24,5 mt of General Freight volumes at risk resulting om the delay i
| i procy .ment Jf the 1064 locomotives,
1 ¢) the Ir estmz:t In and procurement of 100 Class 19E equivalent ectric locomotives

; requir- ifort e Coal Export Line in the amount of R3 871 m (excludi- | horrowing cosls):
1 (Ann: cure £}

'. d) tha cc finemznt and award of the procurement for the 100 Class 1S equivalent electric
‘ locom fees b Mitsul & Co African Railway Solutions {PTYILTD (MAR &

! , : ) the In-:3tmart In and procurement of 60 Class 43 diesel locomotives “or General Freight
A Inthe rmoun- of R1 826 m (excluding borrowing costs):

} ) {) an ex rsion of the current contract with General Electric South # rican Technologies

,‘ {GESA ) for £ ) Class 43 diesel locomotives:
' ‘ ] g) The a. »2 av. ards will be conditional subject to paragraphs 78 end 7¢ and
A h} The C E be Jelegated the pawer to sign and conclude ail relevan- documents to give

R effect 2 the zbove resolutions.

,;‘j EXECUTIVE SUM IARY

2. The TFR loc motlvz fleet plan was first approved by the Transnet Boar In April 2011 and '
! updated wit' tre 1634 GFB locomotive submission, The proposed locomoti:  acquisitians are in

{" ' ling with the flazt plan and have beaen budgeted for in the 7 Year Mark ' Demand Strategy l
o (MDS) 2012 1+ - 2218/20, The delay{;:‘l the 1064 fleet acquisition has ut General Freight ’
,' Business (G 1) MD3 volumes at risk, '

e Class 19C dual voltagz electric ad Class 43 diesel
] locomotives ezents deliveled are modern capable locomotives. The CZlass 19€ elﬁtric
.
A o o o m e ey - —— -
} i BADC 100 G0 Locos F_ o upd. 2 0829 updated Page 1 @/f 013
v 1536 Nevr Class J9E Equivalent Coal Line Locomotives snd 60 Class 34 Diesels g X

! Transnat EXCO recommendation to BADC

0057-0369-0001-0124
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locomotives will be deployed on the Coal Export line which wili er ble the release (cascade) of
125 locomotives to General Frelght. This submission proposes 3: accelerated procurement to
mitigate General Frelght MDS valumes at risk by confining 100 Clz s 19E electric locomotives to
J MARS and extending the current Class 43 Contract with GES T by 60 locomotives. The
zccelerated acquisition will mitigate the MDS shortfall by at lez t a year with its full effect
reafised commencing 2014/15. The volumes miligated increase frc nt 6.2 mt (14/15) to 15.1 mt
{16/17) and the cumulative income protected Is R9 197 m (13/14 - L6/17).

‘ 3. The Class 19E dual voltage electric and Class 43 have proven t xmselves in service and will
Improve service quality through Improved reliabifity and reduced m intenance costs.

-4~ This sceelerated acquisiion dees not put the MDS cash flow at : sl and the-1064-zcguisition T
remain unaffected, The acguisitions are funded from the current ADS. The delay In the 1064
wilt extend Its funding to beyond the 7 year period.

5 The proposed transactions do not increase the risk related to the I 64 tender process,

. r] 6.  Socio-economic benefits will be realised In lina with existing comm: nents and expectations.

-."*‘-.

G VERNAMCE PROCESSES

- 7. The following governance processes were followed In developing and approving the business
j case. In each case the guerles and amendments were dealt with.

a) The metter was tabled and recommended by Transr t Frelght Rall Investment
Comnmittea on 15 July 2013

b) The matter was tabled and recommend by Transnet Czoital Investment Committee
(CAPIC) on 19 August 2013

¢) The matter was tabled and recommended by Transnet EXCC n 21 August 2013,

h.-—.-d

B£ CHGROUND
8.  The status of the TFR Flest Plan Is summarised in the teble below.
FIREE “ Approved RERS vy TOREL|C
L f—leet Plan - Coptracted Subrmsslnn Future
Coal Fleet 112 . 100 62
GFR 1064 & 55 1054 & 95 60 -
Dre Export Una 32826 n - 205

9.  The future acqulsitions for the expansion of the Coal Export line ¢ 97.5 mt and the Ore Export

line to BO mt will depend on market conditions and development ¢ khe full supply chaln across
{ all stakeholders.

! 1C¢  The submission is to mitigate locomotive shortfalls over the next our years In support of TFR
1 DS volumes through:

a) Accelerated 100 Class 19E equivalent dual voltage elect < locomotives for the Coal
Export Line which will release locomatives to General Frelgh  before the locomotives run

l out of thelr useful life,

&_—-.J

b) 60 Class 43 Diese! Lcrtumotives for General Freight. I

11, TFR's Corporata Plan sets olit the 7 Year Market Demand Strateg, (MDS) 2013/14- 2019/20 to
virtually double General Frelght volumes to 170 mt by 2019/20, Tr s requires an Integrated and

BAC 100 60 Locos F_Exco update 0829 updated Page 2 gf('\ %B} 012013
l C

100 New 139E Equivalent Coal Line Locomotives and 60 Class 3+ Dl
Trangnet £XCO retommendalion o BADC
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Tolal & 1064 focomciives procured

synchronised approach across locomolives,. wagons, infrastructure and personnel, These
aspects were covered in the 1064 business case submilssion.

a) The 1064 locomotive business case which drives the General Freight volumes received its
PFMA approval in August 2013, The 1064 business case was In support of the oromotive
fleet plan linked to the annual volume increase and the run out of the existing fleet,

At the tme of the tabling the 1064 business case, the 465 diesel and 599 electric delivery
timelines were based on Lthe RFP then in the market. The exhibit below detalls the locometive
delivery timefines that were maodelled as per the RFPs and used as the base case assumption.

Annuallacamatives to be delivered according to the {2 Ouiek
Bicsol and Electric REPs B ruver

The PPPFA exemption also contributed to the delay of the 1064 procurement timeline.

With the PFMA approval recently obtained and the tender adjudication process still to be
completed, the 1064 program has slipped by at least a year against original expectations. The
current RFP timelines are belng reviewed by the Locomotive Steering Committee to ensure a
compressed timetable to further mitigate volume risks to the MDC,

Even with the 1064 business case being approved, there Is a revenue shortfall which is
exacerbated by the delay In locomotive delivery.

T TRANSNET-REF-BUNDLE-01651
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The 1064 [ocomotives ara instrumental in capturing MDS target

revenues, but a revenue shostfall will persist due to procurament
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16, The MDS shortfalls are tabled below. Even without any delay In the 1064 procurement, the MOS
was under pressure In the early years, With the year delay, the shortfall In volumes spikes in
‘ ‘ 2014/15 and propagates through the MDS.
!
1 ‘
- Shortfall MD$ Shorefall Szenarlo ) L.
M Tons w1314 | w004/5 | zoaspic | 2008707 c"?:::f“
No Delay 1.4 14.7 63 41 3252
Year Dalay 8.5 195 164 18.5 62.97
Rand Mililon P R S A B
No Delay 1716 3663 1672 1091 Bi43
Year Delay 1989 4850 43713 4500 16111
1464 Year Dalay ) R C a R R
M Tons 12 43 101 144 |0 3045
Rand Miflicn 272 1187 2701 3 809 7969
l _ { 17. Should the 1064 locomotives be delayed by two years then the General Freight MDS shortfail
f} Scenarlo worsens as shown in the following table,
' H DS Shortiall - Two Year Delay L.
A Shortfail (2013714 24518 2b15/16 2016127 c“".'r‘::z;“"
' } M Tons 1.2 7.5 18.0 293 56.59
' ‘ 7 Rand Millisn w2 1855 2804 7932 14 864
J MOTIVATIOR
'{ 18, The program and motlvation below partially addresses the above MDS shortfall in the early
: }’ years ptotectlng tons and income per the table below, T
' | -4 Income Protected 2013/14 | 2014/ 2015/16 | 2016/17 ﬁ::;"“““
2o\ . e .
} 8ADC 100 60 Locos F_Exco update 0829 updated Page 4

005l369-0001-0127
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Avg.Rand { Ton 2254 244,27 255.4 264.0

300 19€ + Tons Protected 24 24 44 7.2 16.44 Tonws
income Protected Rm R 541 R 587 R1134 R1901 R 4163

60 Diesels Tons Protected i3 79 78 19.6 Tons
Incormz Protected Rm ) RY30 R3I018 | R208G R5033
Total Tans 124 6.2 123 151 | 36.04 Yons
Income Protecied Rm ) R 541 R15Y7 R3152 R 3987 R9 187

The prime motivators for th s submission are (o

a) Prolect General Freic t volumes through delivering diesel and electric locomolives earlier
than is peossible throw th the 1064 program.

b} Ensure delivery earliz than the 1064 program by:
L. Confining the groc rement of the electric locomotives
if. Extending the cur: :nt diesel locamotive contract.
MPS Shortfall — 100 Claz : 19€ Dual Voltage Electric Loconiotives:
The 100 Class 19E locomot es will be deployed on the Coal Export Line which will enable the
release of 125 jocomatives :» the General Freight network protecting approximately 16.4 mifilon
tons (cumutative 13/14-16/ 7) of General Frelght in the 7 Year MDS volume targets and thus

allowing growth In the GFE market which would not have been possible because of the 1064
locomative procuremznt del- .

The locomotive flaet plan ; esented to the Transnet Board in April 2011 proposed 112 naw
locomotives to meet an u consbrained coal export demand of 97 mit by 2015/16 with
proposed flest of 308 elec ¢ locomotives. The “Capltal Investment for Export Coal Bl mit”
predicated replacing the z:ed fleet with Class 1%E equivalent locomotlves. The updated
locometive fleet plan of Apri 2013 accompanying Lhe 1064 General Frelght locometive business
case also predicated 112 ner locomotives for the Coal Business, .
Subsequent to the Fieet Pla , the operatlonal model was revised to take full advantage of the
dual voltage capability of t 2 Class 19E locomotive. The changeover to tha new cperational
model eommenced in July 213 and will bulld up as drivers are tralned on Radio Distributed
Power operations on the cur. 2nt fleet and new the locomotives become avallable, This changes
the future mix of the Co:' Fleet. The new operational model is bringing about greater
efficiencies and creating cap- city,

The 112 locomotives were fc - expanslon and replacement. Due to the volume shortfall In MDS it
was decided to accelerate the acquisition of 100 electrics to enable the cascade of 125
locomotlves to GFB and mitic ate the MDS volume risk.

Cascading locomotives to 3eneral Freight will assist in mitigating the delay currently
experienced in the 1064 pr-gram, In all cases the cascading will facllitate growth thaugh Lo
2017118 when the 1084 dali 2ry beglns to have significant impact, The dlass 7€ and Class 10E
serles of the current coal fl2-t are facing Imminent run outs, Increasing maintenance costs and
decreaslrlt:j refizbility and the ascade to General Freight Is an Interim measuret

0057-0369-0001-0128
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l

! 25,  The 100 Class 13E locomotives will sustain the Coal Line electric fleet for 81 million tons per

- annum capacity and standardize the coal fleet on Class 19E type locomotlves with significant
\l operational and cost advantages.

R a) To achleve this operational effidency requires 200 wagen trains to bypass Ermelo Yard
I and couple parallel to the maln ina eliminating shunting and standing time In the yard.

} 26, The cumulative cascade program for the Class 10E and Class 7E locomotives depends on the
J scguisition of the 100 Class 19E locomotives which we envisage can be cascaded to GFB, as an
f ‘ntetiny measure, as follows;

a) 40 in 2013/14

l | “b) 74end 2015/16
¢) 120 end 2016/17

l }‘5‘“‘? i 27, The first locomotives are cascaded In 2013714, There are no or minimal cascades In 2014/15 as
he locomwetives are belng delivered and commissioned. The effectiveness of the tascade s felt

l {3 2015/16 and beyend. *

tisihg the rule of thumb for General Freight that 100 locomotives generate approximately 6 mt

cer annum, the 125 released locomotives will protect approximately 7.2 mt per annum of
ceneral freight,

it

28,

29, “he exact allocation to the areas below will be determined at the time of ¢ascading according to

cperational priorities,

2) Manganese exports through Mgqura: Manganese exports from the Northemn Cape

through Ngqura are expected to grow according to the 7 Year Business Plan to 12 mt

(and to 16 mt thereafter). The Class 7€ serles released from the Coal Line to General

i Frelght traffic will supplement this service (i} the Rill complement of class 208
locomotives have been delivered where after the Class 7€ series will be retired,

]
b) Thabazimbl — Pyramid South! This Is an AC electtified sectlon served by Class 7E
‘} series locomotives and the predicted velume growth ist

Year | 2013/1¢ | 201/1s | 2015116 -2‘"75"1 -mS" 1 2018119 | 201920°

] : M Tons B.263 10,347 15135 | 17056 | 18.446 | 22.897 12372

t) Cascading the Class 7E Series will facllitate volume growth through to 2015/15 as well as

the potential Iife extending / technology changing modification on the cascaded Class 10E
1 serles.

d) Maputo Export: This s a DC electriffed section sui&ble for Class 1B8E locomotives ohly.
; ~The cascaded Class 10E will release Class 18E focomotives from other sections which will
be transferred Into this sectlon, The tonhage Increase Is;

Year 2013134 | 2014/as | 209516 | 2016/27 | 2007718 | 200819 | 2019720

MTens 6.421 B.353 12.459 13.499 16.4l¢16 21,168 21.558

N

g) General Freight on the Coal Line: This traffic uses DC traction or Diesel locomotives
to Ermelo and then AC elzctrification to Richards Bay. Currently Class 7E3 locomfat! (=

} reomte e im m a1 S oo = 5 - ot 2o

e
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are designated for this traffic south of Ermelo. Releasing Class 11E [oc molives from the
expoit coal operation will enable the addilonal traffic and also substii. = for the current

} Class 7E3 which will be cascaded.
|

Yaar 2013/14° | 2014/15..] 2015716 | 2016/17 | 2017/18 201.°19 | 201%/20

M Tons 10,702 11501 13.404 15.036 15,733 15 31 16.470

30.  Tae TFR Business Plan volume projections for the Coal Export Line are:

Actual | Actual | Budget Projectlons

o 201112 | 2032713 | 2013734 | 20147151 2015{36. - 2016/27 -| 2007718 |- m18f19_).2019/20 |- - . -

; aal ML 67.7 69.21 77.00 3100 8L.00 84,00 83.00 92.50 92.50

Tie 100 Class 19 business case artlculates the benefits of the earlier than ; eviously planned
l ~I ¢ dlivery of the lacomatives to the Coal Expart Line,

32, Tre market analysis and infrastructure investment for "Capital investment  r Export Coal 81
nt* was recommended by Transnet Board on 16 February 2011 apd pproved by the
l_} Shareholder (Minister of Public Enterprises} on 20 June 2012,

33, Cher aspects more fully covered in the 100 Class 19 Locomctive submlssion ire:
- a) Reliability and Operationa! efficiency

l J b} Savings on operational expenditure and capitalised malntenance
; ' c) Energy Savings
] d) Locomative Fleet Plan and Standardisation and its benefits which Inclue
l - f. The fleet is standardized with operationai Intercperability
| il. Standard maintenance practices are propagated
IJ lil. Reduction In spares holdings and speclal tools
f\i:; © IMOS Shortfall — 60 Class 43 Diesel L ocomotives
’ 34, TRisinthe process of acquiring 143 class 43 Dlesel locomotlves from GESA™ which have been
l f d:livered over the past (wo years which are have proven to be a capable loct rotlve, Given the
: M1S volume shortfall It is proposed that a further 60 locomotives be acqulr- J from GESAT to
l ] fv ther mitigate the volume risk as those in the 1064 programy are now likely © : come on stream
| ir 2015,

35, T e efficlency utilization of the locomotives will be comparable to that curren: ; achieved on the
F:alaborwa — Richards Bay flow of 7 262 GTK per locometive month, This flo:  powered by new
ciss 43 Diesels already exceeds the national fleet efficiency targeted : . 201Bf19. This
reresents a 24% increase on the targeted 2013/14 efficlency.

36. Tre 60 locomotives have a potential mitigation of 3.8 = 7.9 mt at an averag 8 149 GTK's per

‘ fco per month exceeding the current Phalaborwa —~ Rl hards Bay flow. Th: potential incoma
protection 15 R5033 m (cumulative 2014/15 - 2015/16). The exact allc ztlon of the 60
lc :omotives will be confirmed at the time of deployment over the following fic "/s:

- .

_————— e L PICI

BADC 10C 50 Locos F_Exco update 0829 updated Page 7 ( — B8/3072013
100 Hew 19€ Equivalant Coal Line Locometives and 60 Class 34 Diesels g\]\

Transnet EXCO recommendation o BADC

005'0369-0001-0130



e Nt

--‘-;-!1 S T TTTTTTTTRANSNET-REF-BUNDLE-01656 l

: ‘ 1367

1
r.
™
!"1
_ @) Bolswana Coal fo Bulk Connexion and Richards Bay.
(=~ . Potential 1,8mt - 3.8mt
,} ii. Diesels required: 35 Inclusive of technical allowance.
o tit. Potentlal GTK's per loco per manth; 5 957 T
l( b) Elitheni Coal from Sterkstroom to East London
i. Potential imt to 2.5mt

-.f _ il. Dlesels required: 15 inclusive of technical allowance
ffi. Potenttal GTK's per loco per month: 12 784

) ¢) Manganese from Pestmasburg to Bloemfontein / Blaemeon
' ‘/1’\ [, Potential 1 - 1.6mt mostly from new entrant miners,
5 k(‘; 3 il. Dlesels required: 10 inclusive of technical allowance,
| iii. Potential GTK's per loco per month: 7 821.
j PROJECT BENEFITS .
I 37. Protection of GFB MDS income and targets amounting to R4 163 m for the 100 Class 1SE and
™ 5 033 m for the 60 Class 43 Diesels over the period 2013/14-2016/17,
th 38. Coal Export volumes and Income are protected though improved refiability.
-, 39. Sustalnability objectives as per the Transnet Sustainability framework are met threefold:
; a}) Sustalnability from an economic perspective is met by offering a long term cost
; effective, low cost rail solutfon that addresses the needs of Industry to remain globally
A competitive and allows emerging miners to enter the coal export market.
. ; b} Sustainabllity from a social perspective Is met through the optimisatior -
* ] manufacturing facllities, job creation and proactive stakeholder engagement,
; c) Sustainabllity from an environmental perspective in energy savings through (1) the
L improved efficiency of the new locemoatives and (i) the overall energy saving through the
VI regenerative capability of the locomotives.
{\é—’ 40.  The programme will support the shift from road to rail as the cascaded locomotives take up the
J shortfall in the General Fretght market,
T 41,  Benefits specific to the 100 Class 19E Include:
' a) Energy savings will be achieved with an 18% improvement In KVA requlrements over the
A old technology Class 7€ and Class 10E locomotives.
! b) The regenerative capability of the new locomotives introduces further energy savings of
7 between 22% and 26%.
1{_ ¢) Quantiflable savings in maintenance of the new locomotives over the older series.
2 d) Not quantified but direct and indirect savings with uninterrupted operations dug to fewer

I failures.
’ } 42.  Bznefits specific to the 60 Class 34 Dlesels [nPude: l
B a) Fuels savings of 8% over the older diesel ficet.

N
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l 1 b) Significantly reduced fallures compared to the current diesel fleel improving avaiiability
_" and veliability, .
¢) Standardisation of malntenance regimeas with current Class 43 fleet.
l ) d) Virtual elimination of significant damage lo rall Infrastructure (skid-marks}-which are

prevented by the modemn traction control system,

l €) The characterlstics of the locomotive mare dosely match that of the eleciric fleet

enabling optimum use of traction capabllity when worked in multiples with electric
locomotlves using RDP,

_l .] .. FINANCIAL AND BUDGET IMPLICATIONS _ _ . _ . .. . R

1 43,  The financlal motivation and budget Implleations for the 100 Class 19E and 60 Class 43 Diesels
fb are discussed in detaf! in the respartive submisslons,

l AL 100 Class 19E Equivalent

44,  The 100 Class 19E Locomotives are summarlzed befow:
l ] a) A base price per locomotive price of R 34.34 m (2013/14 - Yen 385 m @ Rand/Yen
0.05823)

l ] b) Capital Investment Summary:
' Yearfam | 13714 | 1ap1s | 15718 | 6p7 | 1318 | 18710 c":‘:\'{‘“ "l_'nv.al.
. Project Plan )

l } Payment R34z | R1737 | R1A39 K352 | w3871
) Delivery 56 44 , 100
j ¢) Based on the original Coal 81 mt madel, the acquisition of the 100 Class 19E sustaining

l ‘ locomotives has a net present value (NPV) of R98.49m over 10 years.
d) The present value (PV) of the Total Cost of Dwnership using the 1064 locomotive model

{ is R59,1m.
l A 5 ) Approved infrastructure Investments supporting the project totals R3 974 milllon.
= 60 Class 43 Dlesels
45, The 60 Class 43 Diesels are summarized below:

46, The 6D Class 43 locomotives are over and above the 465 diesels of the approved 1064
lacomotlves,

a) The delays in the 1064 will result In the delivery of the 1064 locomotives extending
beyond the current 7 year MDS capitat plan, The diesels In particufar will not meet the
originally planned delfivery.

b) The flegt plan and the 1064 locomotive business case stress sustaining the fleet beyond
the seven year perlod in the order of €0 to 80 locomotives per year,

¢) The 60 Class 43 dlesels WIIIJ:e funded from the 1064 locomotive budget for the first year.

d) The 1064 locomolive budg t will be adjusted commencing the 2014/15 7 year cycle for
the delayed delivery of the 1064 beyond the current 2013/14 7 year cycle. This

. - [ .
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adjustment Is in line with Lhe stated intent of sustaining the fleet though a continuous
replenishment of new locomotives,

e) A price per locomotive price of R26m @ Rand / USD (R9 59/USD) (R2767 m @
--R10,4/USD for 2014/15),

f) Capital Investment Summary:

Year/Rm | 13714 | 14735 | 15718 | sep17 | wns | s c“:‘c‘;‘“ Total
Piﬂlﬂf-t Plan R156 | R 1504 R166 | R1B76
Psyment
Delivery G0 €0

a) The acquisttion of the 60 Class 43 Diesel preserves an NPV of R1523 m based on the
1064 Locomotive Madel,

h} The PV of the Total Cost of Ownership using the 1064 Locomotive mode! is R59.1m.

PROCUREMENT STRATEGY
Confinement of 100 Flectrlc Locomotives

47.  An extract from the latest approved Procurement Procedures Manual, dated 01 QOctober 2012,
stipulating grounds for canflnement which are relevant to this submission, reads:

“Canflnements will only be constdered under the following circumstances:

a) where a genuine unforeseeable urgency has arisen. Such urgency should not be
attrlbutable to a lack of proper plannlng. However, where a genuine urgency has been
created by the Jack of preper planning, urgency can still be relied upon as a ground {ar
Conflnement. In such casas appropriate actlon must be taken agalnst the Individual(s)
responsible for the bad planning.

b) the Gaods/Services are only oblainable from one/limited number of suppliers. For
Instance, patented/proprietary Goods or OEM sparas and components, Operating
divislons are hawever required to provide evidence that there are no new entrants to the
miarket who could also be approached;

c¢) for reasons of standardlsation or compatibility with exlsting Goads and Services. A case
must be made that deviation from exlsting standardized Goods or Services will cause
malor operational disruption, If not, confinements based on “standardisation” will nat be
considered; or

d} when the Goods or Services belng procured are highly speclatized and largely Identlcal to
those previously executed by that supplier and it Is not in the Interest of the public or the
erganlzation to soll¢lt other effers, as i would result in wasted money and/or time for
Transnet, When thls partlcular ground Is Intended to be used as a ground for
Confinement{ It [s imporiant to note that all pre-requisites must be satlsfled: The Good
or Services must be highly specialised, almast ldentical to previous work done and
appreaching the market agaln would result in wasted money and time."

BADC 100 60 Locos £_Excu update 0620 updatgd Page 10 %’ (r 8 3072013
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48, Para, ¢ and d are relied upon with urgency () being the main reason as described In this
memo It detall, The urgency Is motlvated on:

a) The one year delay between the requirements of -the-loconotive fleet plan and the
defivery and commissloning of 1064 locomotives for general freight, with its related
threal to the MDS velumes, The early delivery of these locomotives will release capacity
to general freight as outlined earller and provide a partial buffer until there are material
deliveries of the 1064 locomotives. It buffers the anticlpated shortfall in volumes as
described earller,

h}-The need for 60 Dleset locomotives and 100 Elettric locometives In order to dellver upon - - -
committed volumes in line with the MDS as a matter of extreme urgency,

49, In 2009, Transnet Freight Rail (TFR) entered into a contract with Mitsul & Co African Railway
Solutions {PTY) LTD (MARS for the procurement of 110 new Class 19E electric locometives for
the Coal Export Line; TFR took delivery of the last locomotive In August 2012, MARS are also
dellvering the Class 15E locomotives for the Ore Export line and the last ohe Is due to come of
the factory line in September 2013:

a) Feedback from the Technical Engineeting team is that the Class 19 and Class 1SE
locomotlves are performing well and have proven to be both efficient and reliable,

50. The Class 19E Is a modern lccomotive and the proposed 100 iscomotives will be an extension of

the current design, No prototyping or type testing Is required conservatively saving 12 rqonths
or more,

S1. The Japarese Yen has weakened marglnally against the South Afflcan Rand. The Rand in turn
has weakened signhificantly against the US Dollar. The foreign component of the origlnal
110 x Class 19E contract was 40% Yen based and a contract on slmilar lerms would be
considerably cheaper than a new US Dollar based contract,

52. Considering the volumes at risk and the urgent requirement for the coal line locomotives to
cascade the current fleet to General Frelght, it Js proposed that the procurement be confined to
MARS Railway Solutions, a subsldiary of Japan’s Mitsui & Co Limited,

53. Confinement will realize the quickest delivery and existing faciitles previously used for the
assembly of the 110 x Class 19€, the 76 x Class 15E locomotives, and 43 Class 43 Diesel
Jocomotives will be idle and available and Transnet will save by not requiring set up costs of
facilltles and production runs.

54. The locomotives requested have- been through the teething phase with most initial
manufacturing and operational faults rectiffed, Present maodels are operating optimally and have
exceeded thelr deslgn parameters

85,  Crew (drivers and assistants) are already trained on these locomatives,

56, Tt Is cumrently maintaining and repairing the Class 43 locomotives and the Class 19E Series
which means that no additional training will be required

57.  The following|jobs will be retained In assembly Facllitles:

a) Approximately 186 jobs will be retained at the TE assembly facility and further jobs will
be retalned In downstream enterprises P
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b) Appro Imately 400 jobs will be created over the perlod at the Unlon Carrlage Works
assen->ly facllity and further jobs will be retalned in downstream enterprises

58. Standardisat in of the lotomotive fleet brings the following benefits:
I, O ratlonal simplicity T

o B |

ii. Re: uced spares holdings and simplified and standardised inventory
iil. Sk dliffed maintenance

h 3L

iv. Cre v operatlons

59. Re-starting ¢’ these production lines will be quick; the designs are finalised so delivery lead
times will be wept to a minimum and set up casts reduced,

60. Toshiba has dicated lts serious intent in bullding a traction motor assembly facility in SA
and this cou’- be expedited through the SD obllgations that would be linked to this contract.

N 61. The above re 1sons satisfy the confinement criterla of *a', 'c’ and 'd".

o
-

62, Given that thi: original 110 Class 19E contract arose from an open tender process it would not
be advisable 2 extend this contract as this could be seen as 2 material amendment to the Initial
tender, Addi- anally, the terms and conditions will be considerably different to those entered

. into in 200¢ and will include significantly more SD requirements., This calls for a naw

} procurement went via a confined tender,

Contract Ex a2nsion with GESAT for 60 Class 43 Diesels

| 63. In Decembe 2009, Transnet concluded a contract with General Electric South Africa
. Technologies [GESAT) PTY Ltd for the Supply of 100 Diesel Locomotives through an open
tender proce: i ‘

e

|
J 64, In 2011, thr.ugh a confinement process, TFR concluded a contract with GESAT for an
' additional 43 Jass 43 diesel Jocomotives, The complation date of the 43 Locoimotives was end
] June 2013 In ine with the Transnet planned schedule, The last few locomotives to roli out of
l assembly wil: e tested by 30 September 2013, whereafier they may be accepted, GESAT and
TE have the & Jlify to roli out between 8 to 10 locomotives per month,

”}1 ] 65. In both trans ctions, Transnet Engineering (TE) was appointed as GESAT's subcontractor for
the lotal asse. 1bly of the locomotives and the contractual obligations have been met.

_ 66, As the produc ‘on line is currently cperational and design is finallsed, deilvery lead times will be
{‘I reduced by ag wroximately 18 months,

67. TE is current / maintaining and repairing the Class 43 locomotives which means that no
additional tral. Ing will be required.

} 68. The latest ap woved Procurement Procedures Manual, dated 01 October 2012, par 22.4.2,
d allows for a ontract extenslon In this instance as we are requesting a material contract
; amendment t- a previously confined event, The reasoning for the orlginal confinement of the
‘ ] additional 43 | co's Is stil} applicable given that there is a genuine unforeseeable urgency which

has arisen dus to the delay In tha 1064 tenders, such urgency is not be attributable to a lack of
pn;per plannic 3, the goods are highly speclalized and largely lden:}:al to those previously
executed by ti at supplier and standardisation Is @ key benefit. Glven that a contract Is already

T

__ P
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in place and that the additionat 60 loco requirement will be largely on the same terms and
conditions as the 43 loco confinement, this warranls extension.

Contracting strategy

_ Extend the current contract with General Electric South African Technologles {GESAT) for 60
] Class 43 Diese! Locomotives, .

Confine and award to Mitsul & Co Afrlcan Railway Solutlens (FTY) LTD (MARS) far 100 Class
19E locomeotives.

The reasons for the different confinement and extension stralegies have been highlighted In the
sectlons above.

The Request for Proposals (RFP's) for the confinement to Mars and extenslon to GESAT
respectively will be issued and their respective proposals will be assessed as described below,
The nommal open tender process would follow the evaluation methodology Indicated below,

[ e
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The Evaluatlon Methodalogy for an open tender comprises the (ollowing steps:

Administrative responsiveness -~ bidders wiil need to pass the administrative
responslveness to enable them to be evaluated Ffurther. This Includes evaluating ail
returnable documents were submitted and the bid documents were duly signed by the
bidders

Substantive responsiveness —~ bidders must ensure that all pre-qualification triteria, the
pricing schedule Is completed, thelr bid matertally: complies with the scope/specification and
that alt material terms and conditions In the bid documents have been met

Local Content — bidders must comply to the minimum tocal content threshelds for Electric
and Diesel locomotives as stipulated In the PPPFA

SD thresholds — the SD thresholds of 65% and 60% sel for Electric and Diesel locomatives
respectively must be met for bidders to proceed to the next step of the evaluation.
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5) Technical evaluation — bidders wlll need to pass the n» nimum technical thresholds of 80%
for both Electric and Diesel locomotives to proceed ta the final phase (stage 2) of
evaluations.

6) A welghted scoring approad'i far Price (90%) and B-B3€E - scorecard {10%) will be used
determine final award

7} Post tender negotfalions — post tender negotistic1 requesting preferred bidders to
provide thelr Best and Final Offers

8) Final evaluatlon - prefened bidders to underge fine! evaluation based on the 90/10 as
stipulated by the PPM

9) Preferred bldder negotiations — selection of ihe peferred bldder and negotiztion of
verious aspects Including final SD commitments and ti-= B-BBEE improvement plan (FRC
Future)

10) Conclude contract — the parties sign a contract :nd addendums to formalize the
agreement,

The above process Is modified for the proposed confinement and extenslan In that:

a) Administrative response (1} Is simplified to essential ¢ s)cumentation such as tax clearance
certificate, BEE certificate et

b) Substantive response (2) will be required on to eisure that all material terms and
conditions in the bid documients have been met

¢} Local content threshold must be mat

d} 5D threshold must be met

&) Technlcal evaluation (5} is simpiified to ensure the: all modifications / Improvemants
made over the life of the locomotives (Class 43 and C. s 19E'S) for Incorporation.

f) Welghted Scoring Approach {6) and

g} Final Evaluation (B} Is not required due to confinznent and extension to one parly
although evaluation against expected SD, BEE imp-avement and price ranges will be
conducted ko ensure the deals mest Transnet's expec: ations.,

I

Local Content, Designated Compeonents and Supplier Jevelopment (SD)

Meeting Local Content (3) is a prerequisite (o proceeding Lo 3D threshold (4) evaluation,

The targets per PPPFA National Treasury Instruction Note (c sted 16-07-2012} on ‘Invitation and
Evaluation of Bids Based on a Stipulated Minimum Threshe 1 for Loca) Production and Content

for the Rall Rolling Stock Sector’ (Section 3 (3.1) are compu ;ory and are elaborated fn following
table:

"Local Content - Sectlon 3 [3.1)

Catagory _ Welghting

Local manufacturing:

Threshold: 60% for Electric and 5% for Dlesels) 170% of PPPFA

0057-0369-0001-0137
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' Total 100%
? .
‘ 76. In addition, the progressive Local Content or Designated Components {Section 3 (3.2} will also
l be applicable to both Electric and Diese! | comotives as per the table below though they may
! not materialize as the contiacts will @ fulfilled before three years and they are not
programmatic,
l ,‘ Deslgnated Component / Activity % scal Content % Local Cantent
t HendIng Only » Sectlon 3 {3,2) 15 Years 8 Years and above,
Assembly of Locomotives and EMU 100% 100%
l i e [.CarBedy Vo a0% .. 100% o
) Bogle {including wheels) 100% 100%
' , a) | Coupling Equipment 100% 100%
' Suspenslon 100% 100%
Hzat, Venlifation and Air Conditioning B0% 0%
. Braking System 704 30%
Alternators 80% 100%
l Traction Molors 65% BO%
Electric Systems 0% 90%
' \ 77.  The Supplier Devefopment targets are szt ut in the table below. They are consldered realistic
. and achlevable without posing a risk ta thz project.
' Suprgllgr'-nave'l'opmant(SD) : ) AT
! Category We.:l'gﬁlng: T
Investment In plant - bidders monetary commitrr nt fo
10%
| Investment in plant and equipment
B
V ‘jJ Downstream procurement ~ biddars commitmen -0 supporting 15%
o 2™, 3" tler suppliers, ete.
‘F Skllls development - supplier’s commitment to st s development 20%
[
A {number of people and monetary)
! Job creation / prasarvation — supplier's commite 1t to number 30%
I- of Johs malntalned/created ’
i . Small business promotion — supplies’s commitme : to usage of 10%
: small businesses {monetary)
i ED/SD - bldders commitment to SD inltlalives anc 1D
15%
X development
' Total & 100%
. Threshold » 65% for Electrle and » 60% for Diesels
’ Awrard Conditions — 100 Class 19 Ep . valent
. - — )
BADC 100 60 Lacos F_Exeo update 0829 updated  Pag- 15 3013
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1
78.  Approval to award the business o MARS Is requested subject to SD compllance with the
= following:
'I a} Local content meeting or exceeding 60% by value
) b) Compllance with new 5D commitments with a minimum of 65% as measured in Lhe SD
Value Summary which forms part of the RFP s
¢) Transnet will also request 2 prince range of between R30.5m and R32m for the purposes
of negotlation with the objective of coming In within the R34.34m per loco.
Award Conditlons — 60 Class 43 Diesels
} 79. Approval to award the business to GESAT Is requested subject to SD compliance with the
following: -
} a) Local content meeting or exceeding 55% by value

o U& b) Compliance with news SD commitments with a minlmum of 60% as measured In the SD
Value Summary which forms part of the RFP ‘

c) Transnet will also request a prince range of between R22.5m and R24m for the purposes
of negotiation with the objective of coming in within the R26m per Joco.

£° LIO-ECONOMIC BENEFITS

- ¢ . The transaction will be aligned with the Government of South Afrlca's socioeconomic pollcy

- framework, including €SDP, NGP, NDP, S51, and 1PAP2,

81. Meeting the MDS growth targets supports the Natlonal Development Program in the
Industrlalisation of SA's mineral resources,

] 82. The program supparts the sustalnable development of a South African locomotive production
' industry, .
83. Economic beneflts include:
ﬁ a) Using ldle capacity avallable in South Africa
| & b) In terms of the National Treasury Instruction nate the local content for designated sector

e {rolltng stock - locomotives) for electric locomotives Is 60% and for dizsel locomnotives Is

D) S5%,

f c) Abllity to reinstate / retaln local jobs as the skills pool already exists

' d) Approximately 2 200 Indirect and direct South African jobs will be preserved which

} include approximately 186 direct jobs at the TE assembly facility and 1076 (first, Second
and third tier) at MARS with further jolis retained In downstream enterprises

PROJECT RISKS

84. Bath projects face several risks that could affect thelr overall economic viability:
"'] B5. Locomotive Delivery: This could arise if (i) the confinement is not approved (li) unforeseen
- circumstances on the part of supplier including not complying with CSDP conditions,

85. Lower volumes; MDS volumes may hot materialise per plan negating the need to cascade
locomotives and [ or the class 43 diesel% not being fully or optimally utilised, }

) J BADC 100 60 Locos F_Exco updale 0829 updated  Page 16 % /5 /2013
,] 100 New 19€ Equivalent Coal Line Locometives and 60 Class 34 Dl_esels

Transuet EXCO recomimendation to BADC
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87. The coal line locomolives are nonetheless still nearing thelr end of life and these il require
repiacement In the shorl term to sustaln coal exports at 91 mt Long term coal ¢ atracts are
currenlly belng negotiated for 81 mt and there are sufficient coal reserves Lo ustaln this
tempo. The model and NPV Is further based on 95% of the coal export volumes r- sterfalising.
There Is no rick to this project if volumes do not ramp up to 97.4 mt.

88. Exchange Rate Fluctuations:

a) For the 100 Class 19E confined to MARS, the Yen / Rand Rate Is forecast o be mere

stable than the Rand / Dollar rate. Locallsalion is already set at 60%, thu mitigating
exchange fluctuation risks,

P? before weakening,
i

l b) For the 60 Class 43 confined to GESAT the base price Is taken R10/USD. ‘he rateis
) “forecast to stréngthen in the short term which includes the duration of ¢ = cantrect
. 89. " Terlffs not being realised: _
- a) For the coal line current FOB prices for RBCT coal are around US$90 per tori well below
] the peak of over US$150 per ton, At R9.50/USD and a tariff of R126 per to . transport
' B accounts for ~13% of the FOB price. Pressute on tariffs will remain il the 2 is a long
term sustainable uptick In the FCB price,
] b) For General Freight increases finked to Inflatlon are not seen as a risk whi. : increases
' above Inflatien will be subject to scrutiny and downward pressure.
b 90. Tariff exposure to commodity downturns:
a) In the short term this could fmpact the viability of emerging miners for expo  coal, This
.| will affect only 3 mt as the rest are based on long term contracts belng neg- :ated, The
medel is also based on 95% of the velumes realising.
' - b} Locomotives have a 30 year life-cycle which transcends economic cycles, 1n 1 short to
1 medium term the global economic recovery Is seen as slow but sustalned, Th - ecohomic
environment for General Fraight locomotives was fi'“\s set put in the 1064 busi ess case.
l '] P 91. Over Capltalisation of the Coal Line: This {s not seeuf as a risk as the locomot. '2s sustain

current volumes of 81 mt for which long term contracts are being negotlated. The ‘3serves In
. the Mpumalanga basin are also acknowledged to be able to sustain this tempo f r the long

l term. There Is thus \ittle risk of stranded assets. The locomotives being replaced are at the end
or very close to the end of their economic life and would require replacement in th very short

J ternt even [f they were not cascaded to General Frelght,

l 92, Project interdependencles:
rJ a) Cruclal to the new operations and achieving 81mt on the Coal Export Lir » with the
. addltional 100 a Class 19E equivalent requlres constructing the Ermelo bypac: line. This

' line enables two 100 wagons tralns from the mines to be coupled together e abling the
3 train to proceed as a single 200 wagon Radio Distributed Power (RDP) tr‘n without

going into Ermelo Yard,

'.—~ b) An interdependency fi hr the 100 Class 19E locomotives Is cascading lacc nolives {o ‘
_J general frefght, The SOTclass 43 Diesels do not have cther project Interdzpend- ncles

' J BADC 100 60 Locos F_Exey updale 0829 updated Page 17
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93. Project risks will be mitigated during implementation by a dedicated cross-functional
project team to manage the contract.

3> RS Y

o

!'” )
- / k &
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RECOMMENDATION:

94. It is recommended thet the Trensnet Board Acquisitions and Dispcsals Comimittee recommends
to the Transnet Board of Directors the folloveing:

delay In the procurement of the 1064 locomotives:

b) Nole the investment in and procurement of 100 Class 19 £ and 60 Class 43 Diesels will

'sl a) Note the risk to TFR MDS volumes through fnsutficient tracton power resulting from Lhe
?] proteck 24.5 mt of General Freight volumes at risk rzsulting from the delay In

procurement of the 1084 lecometives,

) the Investment in and procurement of 100 Class 19E egilvalent electric locomotives
required for the Coal Export Line in the amount of R3 871 m {excluding borrowing costs):
J (Annexure A)
d) the confinement and award of the procurement for the 100 Jlass 19E equivalent electric
] locomiotives to Mitsui & Co Alrican Railway Solutions (PTY) L7D {IMARS):

3 —_— e)' the [nvestment in and procurement of 60 Class 43 diesel locomotives for General Frelght
) in the amount of R1 826 m (excluding borrowing costs):
Fﬁ"’ Y f} an extensicn of the current contract with General Electric South Afrlcan Technologles
(GESAT) for 60 Class 43 diesel locomatives: '
" 9) The above awards will be conditional subject to paragraphs 73 and 79 and
\

h) The GCE be delegated the power to sign and concludz all relevant documents to give

RECOMMENDED BY:

Garry Pita

Transnet SOC
Group Procurement Officer

Date: g_[q/;g

RECOMMENDED BY: RECOMMENDED BY:

N
ahomedy Angj Singh

Gr eneral Manager Capltal Integration Group Chief Finan%‘ NOFfier
/ Transnet s7oc Transnet SOC

Date: HxTogfR _ . Date: 1G\aeViz,. :

- RECOMMENDED BY:

J Brian Molefe
. Group Chief Executive
Transhet SCC
q Date: 240 9 + I} r
}
* BADC 100 60 Locos F_Exco updats 0820 updated  Page 19 8/30/2013
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MATTERS FOR DISCUSSION/APPROVAL
TFR: Update on the 1064 transaction
Mr Calfard joined the meeting at 08:13

Management highBighted that the fander for the procurement of the 1084 Electic
and Diesel locomofives for General Freight Business {"GFB") was issued on 13 July

- 2012 and due to close on 16 October 2012; however, the deadline was extended to

30 April 2013, The Shareholder Minister has since granted the S54 PFMA Approval
for the tmnsaction. A two-old evaluation process that focussed on the
adminisirative and subsfantive responsiveness was applied. A Procurement
Management Office will be created by TFR to manage all documentation relating to
the transaction. To ensure that there is na contamination of information, the
evaluation lead team is separated from other teams. The process is reviewed and
recommended by the TFR CE and GCFO for the GCE's approval. The GCE will
approve the request to progress to the next phase of the pm]ect.

Mz Tshepe joined the meeling at 09:15

Management indicaled that the evaluafion process was underway. Negotiations
with the potential bidders have not yet commenced. Management proposed that the
jocomotive requirements be approved annually by the Committee or the Board lo
determine the procurement for the next year. This will allow & year's lead time for
the manufacturers fo adjust factory supplies, thus enabling locomotives fo be
maiched according fo absolude requirements of the next year. Programmatic
procurement will form part of the final contract and will be tabled to the Boad for
approval. The negotiation process will be finalised by March 2014; with the contract
finalised by May 2014.

The GCE sought clarity on the negoliation process timelines when the adjudication
process Is scheduled fo be finalised by 30 October 2013, Managemeni stated that
the fimelines were necessitafed by various factors, amongst ofners, the number of
fenderers, the range of negoliation that will cover both finandal and technical
aspecis, the extent of the negotiation process, the technical aspects relating fo the
transaction and fhe December holiday break. The Chairperson requesled

- Management fo coordinate with the GCE's Office to expedite the malier priorto re-

| 514

J 515

0057-0369-0001-0143

tabling fo the Committee.

The Chairperson stated that while he was not drawing comparisons, PRASA had a
higher value tender and was able to conclude the negotiation procass and award
the tender in a period of 60 days, TFR should shorfen the negotiation and award
periods. The infemational bidders do not share the same lengthy holiday peﬁod a5
is customary In the Counfry. While the Committee will not be micro-managing
Management, the Committee requested submission of steps being taken into the
finalisation of the transaction; and those already compleled.

Ms Tshepe sought clarity behind the withdrawal of the 100 + 60 Diesel submission
from the current Agenda as the Committeé had requested that it ba iabled due to
the urgency of the transacfion. Management stated that the matter was| previously
tabled 0 the Committee; and cerfain concerns were raised. The request was based
on a tender that was awarded in 2006 and subsequently confined in 2010. A
request for a further confinement was being made. Management indicated that

TRANSKEC

7

EXCERPTS FROM THE MINUTES OF THE MEETING OF THE BOARD ACQUISITIONS AND DISPOSALS
COMMITTEE NO.13112 HELD ON 21 OCTOBER 2013 AT 09:00 IN BOARDROOM 4302, 46™ £LOOR,
CARLTON CENTRE, JOHANNESBURG

Messrs Molefef

Gama

Messrs Molefe/
Gama
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? . upon reflection, it opted to withdraw the matfer after considering that when the
initiatory confinement was made in 2010, there were press rsports glleging that the
Company had entered info a R1.4bn locomotive procurement “secret deal” (that
was concluded without belng put out to tender, which the then Depity President
} Meltanthe's special adviser was set to benafit from). An article in relation to this
matter was circulated In the meefing. Ms Tshepe was of the view thal the press
reports and the confinement ought to have béen consldered prior fo the matter
being tabled to the Commities. She stated that the aniecedsnt submission was
tabled on the basls of urgency fo allaviate the risk relahng to'MDS volurmss,
j Management stafed that the wrﬂldlawal of the Agenda ltem was due fo potenhal
¢ ] govemnance risk refating fo tha transaction,

51.6  MrMiwanazi was of the view that the Committes should have been provided with

| the Information prier to deliberating on the transaction fo allow the Committes to
' adequately apply its mind to the matier. He further stated that the same Information
| was not provided in 2011 and the communicafions infelligence was ‘caught on the
g - =" baek foof"; Ms Tshepe enquired if a response to the miadla reports was isstied and ™
- why the Board was not informed about the matter, She stated that the Committee
- }-\"’-‘ enquired about the possiblé govemance issues when the confinement was

l P requested. The Chalrpersori-stated that the Board was nof provided with a holistic
picture and implored upon Management to ensure that instances that may lead to

M a material risk o the reputation of the Cornpany should be brought to the attention

I - ofthe Committee.

The Comrnxtlee noted the update and agreed that the matfer will be dealf with as a
matter arising.

l Mr Callard was excused from tha meefing af 09:40

] 8 MATTERS ARISING FROM THE MINUTES OF THE PREVIOUS MEETING

I . 82 Procurement of 1064 locometives for the TFR General Freight Business:
1 The terms of reference for the appoiniment of an independent expert will be
i J formulated and finalised by the Board Steering Committee comprised of the
I ~ Chairperson, Chafrperson of Risk and Mr Singh. The Board Steering Commitiee
‘] will gauge the skills required and appoint a service provider. Going forward, the
expert will assist the Board

I R "%ﬂ : Management stafed that the use of the independent expert will not be fimiled fo
'\_f _) o the Procurement of 1064 locomotives, however, rolied across all matters relating

to acquisitions and disposals. Independent expert advice is required on Ral, Ports
l \ - -——and Pipes, The specifies-in-relation-to frequency-of the-expert’s-atiendance will be -
* determined by the Commitiee. Management will finalise the process of appointing ~ Messrs Singh/
Independent expert. A conversation on how the matler wil be finalised wil be  Pita”
I‘ i communicated with the Chairperson,
!

IL.'I]
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MEMORANDUM

TO:
FROM: Mr Brlan Molefe, Group Chiz  Executive, Transnet SOC
DATE: 21 January 2014

SUBJECT: MITIGATION OF MDS VT .UMES AT RISK THROUGH THE INVESTMENT IN AND

Ar— pen dix GQRANSNET-BFIBBQWLEWI

TRANSNET

www lransnesne:

Transnet Board Acquisitionz wnd Disposals Committee (BADC)

PROCUREMENT OF 100 I JAL VOLTAGE ELECTRIC LOCOMOTIVES AND 60
CLASS 43 DIESEL LOCO} JTIVES. ' '

g

.t
L1

e

(Bt

i
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PURPOSE
1. The purpose of thls submission o request the Transnet Board Acqulsitions and Disposals

l B EXECUTIVE SUMMARY

. This risk will be mitigated by the u jent acquisition of these locomotives.

y

BADC 100 60 Final doc Page 1 2014

Committee to recommend to the ~ -ansnet Board of Directors the following:

a) Note the risk to TFR MDS v ‘umes through insufficient traction power resulting from the
delay in the procurement of e 1064 Jocomotives:

b) To approve the Investment 1 and procurement of 100 electric kocometives regquired for
the Coal Export Line in the & 1ount of R3 871 m {exduding borrowlng costs):

¢) To approve the confinem: st and award of the procurement for the 100 electric
locomotives.

d) To approve the investment - 1d change in the fleet plan to procure of 60 Class 43 diesel
{ocomotives for General Frei; 1t in the amount of R1 826 m (excluding borrowing costs):

e) To approve an extension ¢ the current Class 43 diesel locomotives contract for 60
additional locomotives:

N E I A S BN N B E Ee

f) The GCE be delegated the >wer to sign and conclude all relevant documents to give
effect to the above rasolutio: 5, Including the award and process approval,

The TFR locomotive flest plan w 5 first approved by the Transnet Board In April 2011 and
updated with the 1064 GFB locorr stive submission. The proposed locometive acgulsitions are
in line with the fleet plan and hav- been budgeted for in the 7 Year Market Demand Strategy
(MDS) 2013/14 - 2019/20. The ¢ Jay In the 1064 fleet acquisition has put General Frelght
Business (GFB) MDS volumes at ris

a) The heavy haul 100 Electric © comotives will be deployed in the Coal Export Line and will
release 125 locomotives th: will be used on GFB pending delivery from the 1064
program, The 100 locomotive form part of the already approved Fleet Plan

b) The 60 Class 43 diese! loc- notlves also fill the gap pending delivery from the 1054
program, These 60 locomal: 25 do not form part of the approved Fleet Plan and thls
submission requests an amar ment to the Fleet Plan to | clude these 60 Jocomotlives

The Class 43 diese] lotornotives re. ntly delivered are rnoderntpable focomotives. They have
praven themselves in service and * Il Improve service quality through improved refiability and
reduced malntenance casts.
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5. ‘This submission proposes an accelerated procurement to mitigate General Freight MDS
volumes at risk by confining 100 electric locomotives to CSR {China South Rafl} and extending
the current Class 43 Contract with GESAT {General Electric South Africa Technologles) by 80
locomotives, The accelerated acquisition will mitigate the MDS shortfall by at least a year with
its full effect realised commencing 2014/15. The volumes mitigated Increase from 6.2 mt
(14/15) to 15.1 mt (16/17) and the cumulative income protected [s R9 197 m (13/14 - 16/17),

6. The confinement to CSR and extension of the GE contract Is motlvated on the basls of
urgency. e e
7. This accelerated acquisltion does not put the MDS cash flow at risk and the 1064 acquisition

remains unaffected, The acqu:sitions are funded from the current MDS, The delay in the 1064
]1 will extend its funding to beyond the 7 year period.

ey emd b

“,, 8. The 60 Class 43 locomotives ara in addition to the approved Locomotive Fleet Plan but accord

with the flaet strateqgy. With the year delay In the 10564 procurement, the 60 locomotives fill

“the gap of the first year. Past the 1064 Procurement, the sustaining fleet tequirements based
- on a 30 year life are approximately 80 locomotives per annum and the last year of the 1064

m— procurement moves into the sustaining phase,

N N

9. The programmatlc element of the 1064 procurement enables locomotive quantitles per annum

l -] to be adjusted to circumstances.
l . 10. The proposed transactions do not increase the tisk related to the 1064 tender process.
' 11, Soclo-econemic benefits will be reallsed in Jline with existing commitments and expectations.
—] 12, The context and arguments are presented as follows:
l 1" a) History and Status of the TER Fleet Plan
'] b} Status of the 1064 Procurement
l . ¢) Impact of tha 1064 delay
- d) MDS Risk Mitigation
j e) Project Benefits
I \'7 f) Procurement Strategy
g) Financial and budgat Implications
I J o BACKGROUND
‘ 13, The history and status of the TFR Fleet Plan and 1064 Procurement are presented to show that
] a genuine unforesesable urgency has arlsen and that the urgency s not attributable to a lack
l A of proper planning. (Item 68 “Extract from Procurement Procedures Manual” refers)
! ] History and Status of the TFR Fleet Plan
lJ 14, The TFR Locometive Fleet and Modernisation Plan was presented to the new Board in Apiil
- 2011 and predicated 776 GF locomotives by 2015/16 for GF volumes of 155.8 mt, The plan
was modifled In Avgust 2011 when a further 426 locomotives were requested as the volumes
lrf . increased to 176 mt by 2018/19, To mitigate the Immediate shortage and facliitate the volume
- ramp up, 138 locomotives (95 electrics and 43 dlesels) were appraved by the Board In August
2011, Minor adjustments were made to the focomotive fleet plan for GFB with the presentation
l] - of the business case of the 1064 locomatives In April 2013.
P ’ 15, The history and status of the TFR Fleet Plan is sumw}arised In the table below:
| -
I ) ]i BADC 100 60 Final doc Paga 2 ‘ 1/2212014
“ - 100 Electric Coal Line Locomotives and 60 Class 43 Diesels
I ! Transnet BADC
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97.5 » prabable downward velume revislon. Contracts currently b2 g signed for 10 years
for 80 mt as coal resarves, sources and Eskom demand are e - luated,
¢ 112'targeted for expansion to 97.5 mt
(100) « Current fleet of 10E, 7€ 2nd 11E require near term replagema it

« 100 {off the 112) switched to Neet replacernent pending finz ty of and cnmmllment

. Feaslblhty studles Investigating expansion of Coal Line to v 3terberg 95 26ton per

“to long term coal expart expansion and requested per this su- mission

axie heavy haul tine. This Is not currenuy included 1n lhe Lor.c *mwe Fleet p1an

* 50 "like new” EMD diesels were delivered bebween Decembs 2009 and March 2010

on bpen tender,

100 GE
[Class 43)

* In 2008 these locomaotives were ldentified as 2 "gulck fix" +th 81 to sustain the

» GE won the tendef, which was confined to three tompaniz | and the locomotives

2ging fleet and 12 for volume expansion,

were delivered between May 2011 and January 2013,

776

155mt |« In Aprll 2011 the Fleet Plan was presented to the “new” Trar aet Board for 776 GFB

locomoatives for 155.8 mt.

85 CSR
and
43 GE

« In June 2011 the Board approved 138 locomotives {95 elect ¢ and 43 diesels}, The

« The 95 and 43 locomeotives were determined and limited by ¢ ¢ uncommitted funds

» The diesels were delivered between January 2013 and June 2. 13,
+ The 95 CSR are planned for delivery March 2024 1o March 20° 5,

electrics were for open tender. A new confined contract w2 entered Inte with GE
for the 43 diesels.

in thn than Chag vnar Canltal penmram
el et o ear g Al pregam

1064

170my e August 2011 the locomolive requirements for 176 mt were rgsented belng 1202

+ With the 138 already approved the balance of the GFt flaet plan was 1064
* In March 2012 the 1064 approval process commenced In tabi g the business case at

» The 1054 procurement Is expanded in the body of the docurm.. it below.

locomotives [776+446).
locomotives. {1202 -138}

Transnet Frelght Rall Investment Committee,

50

» 60 Class 43 requested to fill the gap In the first year of the 1 64 resulting from the

delay in procurement.

-‘tﬁ':o?’i Qi“" axie

a4mt e

44 15E bought open tender tToshlba ! Mitsul} to replace f 5 pplement ex!stlng 9E
{ocomotives and Class 34 GE Diese!s with an option fora furth riglo :omotives

32 « The option to extend by 18 locomotives was not exercsed.

75 GOmt |e A new conlined contract was entered Into with Mitsul for & « tat of 32 locomotives
to take the Ore Export Line to 60 mt. This conlineme; . was motlvated on
standardisation of the feet,

« ~ 110 Class 34 GE diesels returped 1o General Frelzbt and re- sced with 30 Class 43
GE.
« Patentlal General Ecelght traftle may mateclalise from 2013, 4 on the Ore Export
line and 4 SE locomotlves may be retained for this traffic,
2315 gomt » The volumes are not likely to materiallse in the 7 year M 35 program. The FEL
and feasibllity study bs on hold and there Is currently no commiz sent 1o the increased
3 Dlesels volumes.

The locamotlves are plso put on hold.

The 15E production [line has shut down, As and when requ- id, the procurement
options wifl be evalugted against standardisation, cost and Int - ‘operability.

Diasels, If required, will be provided [rom the GFB flzet

BADC 100 £0 Final dot

Page 3 < 112212014

100 Elpctric Coal Line Locometives and 60 Class 43 Diesels

Transnet BADC
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16, The essentlal paints relaling to this proposal are:

a) The 100 Eleciric locomotives are for the coal line and were always part of the TFR
't locomotive fleet plan. See Para 35 and following, They release locomotives that can be
used on GFB for the year that the 1064 program Is delayed.,

t’ b) The 60 Class 43 diesel locomotives are not pai . of the 1064 locomotive program.

. They are in addition to the approved Locomotive Fleat Plan but accord with the

‘ fleet strategy. With the year delay in the 1064 .procurement, the €0
! * locomotives flil the gap of the first year, Post the 1064 procurement, the
sustalning fleet requirements based on a 30 year life are approximately 80
locomotives per annum and the last year of the 1064 procurement moves Into
i the sustaining phase.

17, The programmatic element of the 1064 procurernent enables focomotlve quantites per annum
l ; o ___to be adjusted to _circumstances and this flexibility. has been bullt Into the tender and will be
carried forwatd in the ultimate contracts,

' )\] 18. The ratlonale for the 100 Electric and 50 Class 43 Diesel nat belng part of the 1064 iocomotive
I S - process are covered under the Procurement Strategy Para 58.a) and following,

s 15, The future acquisitions for the expansion of the Coal Export line to 97.5 mt and the Ore Export

line to BO mt will depend on market conditions and dzvelopment of the full supply chain across
all stakehotders,

i History and Status of the 1064 Procurement

20, TFR's Corporate Plan sets out the 7 Year Market Demand Strategy (MDS) 2013/14- 2018/20 to
t virtually double General Freight volumes to 170 mt by 2019/20. This requires an integrated
and synchronlsed approach across locomolives, wagons, Infrastructute and personne! and

these aspects were covered in the 1064 business case submission.

\ 21, The history of the 1064 procurement s depicted in the exhibit below,
!

] ; ¥ I YOI Y VT N IV 71T Tl ETEN N I ]
< ol T T TR T T R R T
Rt "y Vs [ wn " | wm | wn | un
4 Ve 700 ™) ™ " wm| w | w [
i Malitey (Eavidamg cultid tats 0 g o dwis rasene 03 e | 0 [ oms | wa ] el
ji "o ] | » } "
ll 22, Tha approval process of the 1064 locomotives started tn March 2011 when the business case
¥ was tabled at the Transnet Fright Rail Investment Forum,

) 23. Two approaches were used to shorten delivery times of the new locomotives as far as
possible:

a) An aggressive approach was taken with the maximum locomotives dellvered per month
cognisant of laca! conditions and

b} Appraval was obtalned In July 2012 to‘go cut on an RFP before the acquisition was firally
approved or PFMA approval obtalned,

P,
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24, Transnet adopted a cautfous approach because of the value of the acquisition and appainted
external constitants to evaluate the buslness case.

25, Board approval was obtained In April 2013 and PFMA approval in August 2013,

‘ 26. The tenders closed in April 2013 but negotiations with tenderers could not commence tilf PFMA
g approval had been obtained.
27. 1t is expected that adjudication will be finalised by February 2014 and contracts awarded by
May 2014, . .

2B. At the time of the tabling the 1064 buslness case, the 465 diesel and 539 electric delivery
: timefines were based on the RFP then In the market. The exhibit below detalls the locomotive
i delivery timelines that were modelled as per the RFPs and used as the base case assumption.

Annualiozomotives to be delivered actcording to the o omen
Diesel and Electric RFPs X Ewcuns

J‘w' Total 2064 locomnolives procured

v
-

T TN P
- -oh

-

T I 1 TR 17 T, T I T 1

' 29, The 1064 program has slipped by at least a year against erlglnal expectations, The cunc... ~
timelines are betg reviewed by the Locomotive Steerlng Committee to ensure a compressed
* timetable to further mitigate volume risks to the MDC.

Impactofthe 1064 Delay

¥ 30. Even with the 1084 business case belng approved, there Is a revenue shortfall which Is
5 exacerbated by the delay in locomotive dellvery, This Is depicted In the graph below extracted
H from the 1064 locomotive business case,

pR—
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The 1064 locomotives ara Instumental in capturing MDS _t.;._n_'g'q'i
revenues, but a revenue shortfal] will persist due ta prociirement
timelines lagging target demand
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31, The MDS shortfalls are tahled below for a ane and two year delay. '
a) One Year Delay:

o

No
Year Delay
‘Impget . : R i B SR
Locomotives  # a3 81 112 129 125 118 63
Tons Mt 16 5.2 58 1.7 140 13.3 7.
Revenue Rm 363 1286 2610 3639 4073 4138 2584
Capltal Rm «1725 +1248 ~1641 276 381 20 5245
Mtce. Rm 36 ot 132 159 162 160 95

{
} Fuel and Elec. Rm 57 133 331 440 463 171 290

fievenue  Am
Mtce, Rm 417
Fuel and Elec. Rm 1021

——t

b) Two Year delay:

) NP
t| D5 Shortial
T e et 23

Locomotives # 33 138 257 33 358 308 212

R_J’tw\___.ﬂh-———‘ ———

Tons Mt 1.6 79 18.1 286 A0 313 232

Revenue im 363 1555 4831 7593 9604 B85S B0s?

. Capital Am 2183 3910 -4014 -1807 1292 2003 6480
Y Muce, R 3 155 302 409 165 a8 301
Fuel and Elec. Rim 67 03 678 1004 1194 1153 902

e ——
EEE NN AN BNy EON N A B e I B EE Em

Revenue Rm 14743
1 Mtce. fm %01
J Fuel and Eiec. Am 2052
c) Notes to tables:
_I L. The locomotives per year In the tables are mid-year numbers reprasenting
| productive capacity and are lower than the total “delivered” during the course
] of the year.
A
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ii. The shortall is totalled to 2016/17 on the assurnption that other mitlgating
strategies will be put in place far the subseguent years.

MOTIVATION
MDS Risk Mitigation

32, The program and motiva-ion belew partially addresses the abave MDS shorifall In the early
years protecting tons and ncome per the table befow.

369-0001-0152

S plarected - [ aBN/IA | FA0I/i8 1 VabTS T | o PRI

AvE. Rand / Ton 2254 244.7

100 19 - Tons Protected 24 2.4 16.44 Tons .
Income Protected Rm R541 /587 R4163

G0 Dlesels Tons Protectad ' 3.3 18,6 Tons

Income Protected Rm R 930 R2018 R2086 | R5033 o
Totat Tons 4 6.2 123 15.1 36.04 Tons

Income Protected Rm R 541 R1517 R3152 R3987 | R9197

33, Note that this sub!ﬁiéslon 'S nof a full rlsk mItIga.tIun. Further the beneﬁt in 2013/14 Is f_rom

Project Shongololo which are the new operating procedures Introduced on the Caal Export
Line.

34, The prime motivators for t-Is submission are to:

a) Protect Ganeral Freigit volumes through dellvering diesel and electric locomotives earlier
than is possible throuzh the 1064 program,.

b) Ensure dellvery eariiz- than the 1064 program by:
I, Confining t e procurement of the electric locomotives
il.  Extending -he current diesel locomotive contrack,

MDS Shorifall —~ 100 Dus’ Voltage Electric Locomotives:

35. The 100 Etectric locomotiy 35 will be deployed on the Coal Export Line which will enable the
release of 125 locomotives to the Genera) Freight network protecting approximately 16.4
million tons {(cumulative 1314-16/17) of General Freight in the 7 Year MDS volume targets and

thus allowing growth in th: GFB market which would not have been passible because of the
1064 locomotive procuremsnt delay,

26. The locomotive fleet plan resented to the Transnet Board in Aptil 2011 proposed 112 new
locomctives to meet an »nconstralned coal export demand of 97 mt by 2015/16 with a
proposed fleet of 308 elertrle locomotives, The “Capital investment for Export Coal 81 mt”
predicated replacing the azad fleet with modern electric locometives, The updated locomotive
fleet plan of April 2013 accompanying the 1064 General Freight locomotive business case also
predicated 112 new loconnc tives for the Coal Business,

37. Subsequent to the Fleet Pi=n, the operational model was revised to take full advantage of the
dual voltage capabiiity of the locomotive. The changeover to the new operational model
commenced fn July 2013 z+d will bulld up as drivers are trained on Radio Distributed Power
‘operatiens on the current feet and new the locomotives become avallable, This changes the
future mix of the Coal Flee:, The new operational model Is bringing about greater efficlencies
and creating capacity and t* e order will be based on this technology
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38. The 112 locomotives were for expansion and replacement. Due to the valume shartfall in MDS

It was declded to accelerate the acquisition of 10¢ electrics to enable the cascade of 125
locomatives to GFB and mitigate the MDS volume risk.

39, Cascading locomotives to General Freight will assist in mitigaling the delay currently

experienced In the 1064 program. In all cases the cascading will fadilitate growth though to
2017/18 when the 1064 delivery begins to have significant impact. The class 7€ and Class 10E
series of the current coal fleet are facing imminent run outs, increasing malntenance costs and
decreasing reliabllity and the cascade to General Freight Is an interim measure.

40. The 100 Electrlc incomotives will sustain the Coal Line eleclric fleet for 81 million tons per

annum capacity and standardize the coal fleet on Electric type locomotives with slgnificant
operational and cost advantages.
a} Ta achieve this operational efficiency requires 200 wagon trains to bypass Ermelo Yard
and couple paralle] to the main line eliminating shunting and standing time in the yard.

41, The cumulative cascade program for the Class 10E and Class 7E locomotives depends on the

acqulsition of the 100 Electric locomotives which we envisag can be cascaded to GFB, as an
interim measure, as follows;

a) 40 in 2013/14
b) 74 end 2015/16
c) 120 end 2016/17

42. The first locomotives are cascaded in 2013/14. There are no or minimal cascades in 2014/15

as the locomotives are being delivered and commissionad. The effectlveness of the cascade is
felt in 2015/16 and beyond.

43, Using the rule of thumb for General Frelght that 10 Jocomatives generate approximately 6 mt

per annum, the 125 released locomotives will protect approximately 7.2 mt per annum of
general freight,

44, The exact allocatlon to the areas below will be determined at the time of cascading according

to operatlonal prioritles,

a) Manganese exports through Ngqura: Manganese exports from the Northern Cape
through Ngqura are expected to grow according to the 7 Year Business Plan to 12 mt
(and to 16 mt thereafter). The Class 7E series released from the Coal Line to General
Freight traffic will supplement this service till the full complement of class 20E
locomotives have been delivered where after the Class 7E serles will be retired.

b} Thabazimbi — Pyramid South: This Is an AC electrifled sectlon served by Class 7€

201771 s
e I
Lo Bl ErrtE

B.458 10.347 15135 | 17.056 | 1B.446

¢) Cascading the Class 7E Serles will facilitate volume growth through to 2015/16 as well as
the potential life extending / technology changing modification on the cascaded Class 10E
series.

d) Maputo Export: This is a DC electrifled section suitable for Class 18E ocomotives only.

The cascaded Class 10E will release Class 1BE locomotives from other sections which will
be transferred Into this section, The tonnage Increase Is;
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I M Tons B.A2L 8353 12,469 16.446 21168

l -I e) General Freight on the Coal Lina; This traffic uses DC tractlon or Dlese] locomotives

to Ermelo and then AC electrification to Richards Bay, Currently Class 7E3 locomolives
are deslignated for this traffic south of Ermelo. Releasing Class 11E locomotives from the

| } export coal operation will enable the additional trafflc and also substitute for the current
: Class 7E3 whlch wull be cascaded

f;z'éims : | 50ia/205
Lot 7 S RETeY B L
I MTons | 10702 13.404 | 15036 | 15733 16.470
l ] B 45. The TR Busmess Plan v::!ume pro]ections for the Coal Export Llr:e CICHE

!'.;)-\"h—h.'.
14: ’2014]1? 12010/30%

PR TN

. W 4 Export

Coal Mt 62,7 69,21 77.00 81.00 81.00 84,00 55.00 972.50 97.50

N 46. The 100 Electric focomotive business case articulates the benefits of the earller than previously
planned dellvery of the locomotives ta the Coal Export Line.

] —l 47, The market analysls and Infrastructure investment for “Capital Investment for Export Coal 81
l - - mt” was recommended by Transnet Board on 16 February 2011 and approved by the
Shareholder (Minister of Publlc Enterprises) on 20 June 2012.
1 " 48, Other aspects more Fully covered In the 100 Electric Locomotive submission are:
l a) Reliability and Operational efficiency based on past experience of elactric locomotives of

simitar design

b) Savings on operational expenditure and capltalised maintenance
¢) Energy Savings

MDS Shortfall — 60 Class 43 Diesel Locomotives

49. TFR Is In the process of acquiring 143 class 43 Diesel locometives from GESAT which have
been delivered over the past two years which are have proven 1o be a capable locomotive,
Given the MDS volume shortfall, it Is proposed that 60 class 43 locomotives be acquired to
further mitigate the volume risk as those in the 1064 program are now likely to come on
stream In 2015,

S0, The efficlency utllization of the locomotives will be comparable to that eurrently achleved on
the Phalaborwa — Richards Bay flow of 7 262 GTX per locomaotive month, This flow powered by
new class 43 Dlesels already exceads the natlonal fleet effidency targeted for 2018/19, This

. represents a 24% Increase on the targeted 2013/14 efficlency,
l . . 81, The 60 locomctives have a potentlal mitigation of 3.8 — 7.9 mt at an average 8 149 GTK's per
loco per month exceeding the current Phalaborwa — Richards Bay flow, The potential income
i protection Is RS D33 m (cumulative 2014/15 - 2015/16). The exact allocation of the &0
l . locomotives will be canfirmed at the time of deilayment aver the foltowlng flows:
ﬁ a) Botswana Coal to Bulk Connexion and Richards Bay.
ll" I Potential 1,8mt - 3.8mt
f BADC 100 68 Fina! doe Page 10 172212014
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] i,  Diesels required;: 35 inclusive of technical allowance,
} fil,  Potential GTK's per Joco per month: 5 957
'1 b) Eilthenl Coal from Sterkstroom to East London
. Potential imt to 2.5m¢
k L. Diesels required: 15 Inclusive of technical allowance
\ iil.  Potential GTK's per loco per month: 12 784
‘ c) Manganese from Postmasburg to Bloemfontein / Bleemcon
l.  Potential 1 - 1.6mt mostly from new entrant miners.
\ H.  Diesels required: 10 indusive of technical allowance.
fil.  Potential GTK's per loco per month : 7 821

PROJECT BENEFITS

52, Protection of GFB MDS income and targets amounting to R4 163 m for the 100 Electric
_/\_) locomotives and RS 033 m for the 60 Class 43 Diesels aver the period 2013/14-2016/17 .
' Ty
\ [

53. Coal Export volumes and [ncome are protected though improved rellability.
54, Sustainability objectives as per the Transnet Sustalnability framewark are met threefold:

a) Sustalnability from an economic perspective Is met by offering a long term cast
effective, low cost rail solution that addresses the needs of industrv > remain globally
competitive and allows emerging miners to enter the coal export rr . xet.

b) Sustalnablity from a social perspective is met thre ,. the optimisation of
manufacturing facllities, job creation and proactive stakehe' 2r engagement.

¢) Sustainabllity from an environmental perspective ', « =r y savings through (i) the
improved effidency of the new locomotives and (i} = overas. sergy saving through the
regenerative capability of the locomotives,

55. The programme will support the shift from roar’  rall as the cascaded w.omotives take up
the shortfall in the General Frelght market.

S6. Benefits specific to the 100 Electrlc locomotives based on past experiente Include:

a) Energy savings will be achieved with an 18% improvement in KVA requirements over the
ofd technology Class 7E and Class 10E locomotives.

‘.
J
l
. _-,i:‘ b) The regenerative capability of the new technology of modern locomotives Introduces
"further energy savings of between 22% and 26%. '

Fl

) Quantifiable savlngs In maintenance of new locomotives.

d) Not quantified but direct and Indirect savings with uninterrupted operations due to fewer
failures.

57. Benefits spedific to the 60 Class 34 Diesels include:
2) Fuels savings of 8% over the older diesel fleet.

b} Significantly reduced fallures compared to the current diesel fleet improving avaflability
] and rellabliity,

) Standardisation of maintenance regimes with current Class 43 fleet.

d) Virtua! elimination of significant damage to rail Infrastructure (skid-marks) which are ‘
prevented by the modern traction control system,

— 'L.—..---'.

[V | NOT———
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? e) The characteristics of the locomotive more closely match that of the electric Aeet
I . enabling optimum use of tractlon capebility when worked I multiples with electric
—t locomotives using RDP.
l | PROCUREMENT STRATEGY
3 Rationale for not belng part of the 1064 process
l 5B. The procurement process was carefully consldered and was not taken into or part of the 1064
"] locormotive process. Aspects considered were: T
; a) Type: The 100 electrics are 26 ton per axle locometives for heavy haul use to be
I 1 deployed on the coal line, The 599 electric locomotives in the 1064 tender are 22 ton per
axle focomotlives for GFB use,
'l b} Delivery: The 60 diesels are simiiar to the 465 of the 1064 but the motivation below for
- l i . ... -extension is che of-urgency because of the overall delay in the 1064 program:-Including
- the dlesels in the 1064 does not address the delay or urgency,
?h* Analysis and Implications of Procurement Options
I RAE 59, The fallowlng options were considered and reasaned:

") a) Goout on tepder
' - ~ b) Do Nothing

¢) Confine / Extend Contract

j d) Extend current 208 conbract for 95 CSR Locomotlves
I e} Leasing
-] 60. Go out on tender: With this option the locomotives become avaflable beyond the 1064
lr timeframe and hence this js not a viable option as It does not address the urgency, It Is
- however the best option Insofar as public perceptions, falrmess and transparency are
J consldered.
61, Do Nathing: This optlon puts the MDS volumes at risk that this proposal wishes to mitigate,
1 The implications are:
I‘i - Tons Lost 24 5.2 123 151 | 3604 Tons
/?3" income Lost R541 | R1517 | R3152 | R3937 [ R9197Rm
l. £2. Confine / Extend contract: This addresses the urgency of the proposal but has potential
i negative public Implications. For the urgency already outlined and the reasons below this Is not
part of the 1064 process and will not Impact on that process,
': a) The diesel locomotives are known, running effectively, meet the technical requirements
J and prototyping and set up costs are not requlred
b) Extension of the GE contract Is the fastest most efficlent way to procure the dlesel
" focomotives.
] ¢} The CSR facllities are available for immediate production which will result In significant
l delivery acceleration based on the learnings cf the 95 loco processes. CSR has capacity
-J to produce 2000 Io%motlwas per annurni,
. J BADC 100 60 Final dog Page 12 1/22/2014
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d) CSR Is a knawn current supplier who has excelled in the twe most recent tenders for
electric locomotives from a technical capability and capacity perspective, supplier
davelopment, commerclal and transformational perspective.

e) Confinernent of the contract to CSR meets the grounds for confinernent per the most
recently BADC approved PPM.

f) Both the extension and confinement are acceptable procurement mechanisms per the
PPM In this Instance,

63, Extend current 20E contract for 95 CSR Locomiotives: 'i'he_ EGE currently on order Is a 22

ton per axle GFB locomotive, Additionally, extension would not be an acceptable procurement
mechanism per the PPM glven the materlal amendment to contract which could be challenged.

64, Leasing: Aurlzon In Australla have Indicated that they have about 20 locomotives available for
lease. However, the newest of these s 30 years old and the quantities are not [kely
significantly Impact volumes, We will view the 20 lccomotives and assess their suitablilty for
our netwark. There i3 no viable external tmarket for 1064mm dual voltage electric locomotives.
South African circumstances are (historically) unique requiring bespoke electric desfgns. Even if
leased the conditions would be that TFR take ownership after a period of time.

65. Implications: The 1064 tender Is currently under adjudication, It Is the largest procurement
processes within Transnet and while it seeks (inter alia) to launch a South African locomotive
industry, Tt will be closely scrutinised by the osing bldders seeking any loophole to press an
advantage. The tender calls for programmatic procurement and It Is possible to reduce the
final quantities. The following Implications were considered in adjusting the (diesel locomotive)
quantities.

a) The tenders have closed and asking respondents for revised submissions wauld delay the
process further, '

b) The perceptions that may be generated by “backtracking” on and reducing a visibly
stated need and objective to “favour” a suppller, the uraency argument notwithstanding.

t) Proceeding with the proposed contract extension and announcing the reduction in diesel
quantitles at the time of award may be perceived as an underhanded manner of
“favouring” a suppller. ‘

Procurement Recommendation

66. For reasons of urgency, the confine [/ extend contract option Is the recommended option.

67. This will procure the locomotives in the shortest possible time and, by so doing, best mitigates
the potential shortfall In MDS volumes, The reasons of urgency have been set out as well as
the complementary benefits of the recommended option.

Confine to 0 Electric Locomotives

68. An extract from the latest approved Procurement Procedures Manual stlpufating grounds for
confinement which are relevant to this submission, reads:

“Tonfinements will only be considered under the folfowing circumstances:

a})’ where a genulne unforeseeable urgency has arlsen. Such urgency should not be
attributable to a lack of proper planning, However, where a genuine urgency has been
creald by the lack of proper planning, urgency can still be relled upon as a grogund for
Confinement, In such cases appropriate action must be taken agalnst the Individual(s}
responsible for the bad planning,
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_I b) the Goods/Services are onty cbtalnable from onefiimited number of suppllees, For

l ] instance, patented/proprietary Goods or OEM spares and components, Operating
) divislons are however required to provide evidence that there are no new entrants to the
' ’] market who could also be approached;

I ; ' c) for reasons of standardisation or compatibility with ex(sting Goads and Services. A case
must ba maca that deviation fram existing standardized Goods or Services will cause
major operational disruption, If not, confinements based on "standardisation” will not be

l : ] T consldered; or T

d) when tha Goods or Services belng procured are highly specialized and largely identical to

I those previously executed by that supplier and it Is not in the interest of the public or the

organization te solicit other offers, as 1t would result In wasted money and/or tima for
Transnet. When this particular ground Is intended to be used as a ground for
_ I -\ B . ._ . Confinement, it Is Important to note that all pre-requisites must ba satisfled: The Goods . -
i ) or Services must be highly specialised, almost ldentical to previous work done and
}j\ approaching the market again would result In wasted money and time,”

Il L L-— §9. The project is motivated on the basls of Para (a) where a genulne unforeseeable urgency has -
arisen,

] a) Item 13 et al covering the “History and Status of the TFR Fleet Plan” and the “History

II and Status of the 1064 Procurement” demonstrates the reasonable and timeous steps
- tzken to address to the Board the run out of the current fleet and the locomotive .
] requirements required to address the volume ramp up of GFB,

lf b) Ttem 11 et al further Indicates that the delay was not attributable to a lack of proper

planning as the GFB locomotive requirements have remained conslstent throughout,

l!J c) Considering (2) and (b}, no individual or group of Individuals is responsible for bad

’ planning.

70. Complementing the urgency is ground (d):

li '1 a) Locomotives are highly specialised with limited suppliers worldwlde.

b) The locomotives would be largely [dentical with those aiready supplled and to be supplied

and
l .l W ¢} Transnet would incur wasted time and money In approaching the market (b) and (c) are
N '_)_ﬁ;" relevant due to the fact thal:

' i, CSR has been adjudicated as the best bidder during the 55 electrlc loco
l’q process as well as joint on the 1064 process. Both these tenders Include the
Board approved procurement methodolegy of maximising supplier
development whilst ensuring highest standards of quality and best possible

H

) commercial offering, Transnet has just spent a large amount of time, human
capital and money In the recent tenders and golng through another tender
A process would not be efficlent glven the urgency.

oh previcus procurement methodology where supplier development was not a

i key focus area and the Mitsul consortium did not fare well in the two most
recent tenders issued by Transnet. Therefore coentlnuation with rttsul via

nfinement would pose unnecessary risk to the organisation. Furthermare,

reputation risk exists, although subjective and places the company under

] BADL 100 60 Final dece Page 14 1/22/2014
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unnecessary risk if it were to follow a confinement approach with Mitsul, This
reputation risk Involves speculation in the media around Mitsui's local satiners
and thelr political affillations, Transnet would never entertalin awards L ased on
political prowess of any business partners to an QEM but the yisk does seed to
bes taken into account from a reputational perspective.

71. TE is currently malntaining and repairing the Class 19E Electrlc Series which means ttat they
are accustomed to maintenance regimes are more medem electric dual voltage locorotives,
Limited additional training wiil be required and optimum utllisation of the current main-2nance
facilities will be met. Simplified malntenance practises will result in sharter Mean Time to
Repair, Common practices will be addressed through maintenance reglmes of the 35 loco
serles, 599 elements that CSR Is shartlisted for and this fleet.

72. From a soclal-economic perspective the following jobs will be retained In assembly facili:es:

a} Appraximately 186 jobs will be retained at the TE assembly facillty and further j shs wilf
be retalned in downstrearn enterprises

b) Approximately 400 jobs are estimated to be created over the period for electric a:sembly
and further jobs will be retalned In downstream enterprises

¢} Based on SD offerings made In recent tenders Transnet believes It can achieve m:xlmum
5D possible with at least 65% for diesels and 70% for electrics.

73. Considering the volumes at risk and the urgent requirement for the coal line locome:ives to

cascade the current fleet to General Freight, It Is proposed that the procurement be confined
to CSR.,

Contract Extension with GESAT for 60 Class 43 Diesels

74, The arguments for an extension to the GESAT contract are similar to those for confi-ement
and are motivated on:

a) the basls of urgency (a) as outllned above

b} and complemented by standardisaticn {c) and goods largely Kentlcal to those pr: flously
executed (d),
75. The projéct [s motivated on the basis where a genuine unforeseeable urgency has arls=n. The
arguments above are also applicable to the 60 Class 43 Dlesels,

76, The latest approved Procurement Procedures Manual, dated 01 October 2013, par 22.4.2,
allows for a contract extenslon. In this Instance the request is for a material contract
amendment to & previously confined event, The reasoning for the original confinemen: of the
addltional 43 loco’s fs still applicable given that there [s a genulne unforeseeable urgenc, which
has arisen due to the delay in the 1064 tenders and such urgency is not be attributai e to a
lack of proper planning,

77. Complementing the urgency is that the goods are largely identical to those previously e:. 2cuted
by that suppller and standardisation Is a benefit for the speciafized locomotives.
78. Addressing the urgency:
a) _I|i1 December 2009, Transnet concluded a contract with General Electric South Afrlca

"Technologies (GESAT) PTY Ltd for the Supply of 100 Dlesel Locomatives thrcugh a
limited tender process confined to three potential suppllers. In 2011/ thrcigh a
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?ﬁ] confinement process, TFR concluded a contract with GESAT for an additional 43 Class 43
l ‘L diesel locomatlves, The completion date of the 43 Locomotives was end June 2013 in fine
1 with the Transnet planned schedule, The last few locomotives to roll out of assembly will
‘- be tested by 30 September 2013, where after they may be accepted,
l U' . b) As the production fine Is currently operational and design is finalised, delivery fead times
]_ wifl be reduced by approximately 12 menths and Transnet will save by not requiring set
l li up costs of facilities and production runs.
' T £) GESAT and TE have the ability to roli out between 8 to 10 locomotives per month.
'; d) No prototyping or type testing Is tequired,
I . 79, Complementing the urgency (a) is the standardisation (c) and goods largely Identical to those
! previously executed (d), Inter alla:
' a) Locomotives are highly spedialised with limited suppllers worldwide.
e 7T 777 b) The locomolives would be identical with the 143 Class 43 Diesels already supplied or
- about to be commissicned. .
l C}\ ; ¢) Transnet would Incur wasted time and money in approaching the market as:
o i The specialised tender specifications take Yme to prepare; prospective
r] tenderers need time to respond and there is the time to adjudicate. This
ll-. process takes at least 12 maonths by which time the urgency has passed and
the 1064 deliveries will start to kick in,
,,.] ii, Furthermore a new supplier would necessitate a new deslgn, deslgn review
l l‘ and prototyping and type testing, This is a further 12 months for diesels before
- production commences.
_ d) Standardisation of locomotives has two elements. (i) Operational standardisation and (1)
l]“ Maintenance standardisation.
. 1 . Operational standardisation requires lccomotives of the same dass o operate
li} as a consist (fl.e. two or more locomatives coupled together operating as a
l 1 single unit). .This is not negotiable but Is Implemented through de facto
. Industry standards.
! After many years these standards have now changed and TFR !5 evaluating
l SN the Impact of these changes, .
: l‘%" ’ fl.  Malntenance standardisation addresses:
l ( : « Reduced spares holdings and simplified and standardised nventory.
r + Standardised tools and diagnostic Instruments serving a common fleet
k '1 » Unified tralning and for malntenance staff,
- + Simplified maintenance practises resulting in shorter Mean Time to Repalr.
- fil.  TE Is currently maintaining and repairing the Class 43 Serles which means that
,-JJ no additional training will be required and optimum utllisatien of the current
l . maintenance facllitles,
) . 80, In light of the foregolng concerning standardlisation, speclalisation and similar locomatives
II" . already supplled and further consldering that:
s a) the Class 43 diese! Is a modern locomotive that is perfor+fng well and has proven to be
- both efficlent and reflable and

I : } BADC 100 60 Flnal doc Page 16 1/22£2014
|'1 100 Efectrie Coal Line Lotometives and 50 Class 43 Dissels
] Transnet BADC

!
1

005'3369-0001-0160



0057-0369-0001-0161

TRANSNET- RfFfQ\L?LE -01686 l

b) the proposed 60 locomotives will identical to the current design and no prototyping or
type testing is required conservatively saving 15 months or more and

¢} tha limited quantities required:

It s submitted that It Is not In the best interest of Transnet to solicit other offers for the &0
Ciass 43 diesel locomotives, ' '

81. In both transactioné, Transnet Engineering (TE) was appointed as GESAT's subcontractor for
the kacal assembly of the locomotives and the contractual obligations have been met.

B2, The time and cost to localise production to comply with local content and SD requirements has
{o be amortised over the anticlpated productlon run. The smaller the run, the more expensive
the overhead,

B3. Given that a contract is already in place and that the additional 60 loco requirement will be
largely on the same terms and conditions as the 43 loco confinement, this warrants extension,
Contracting strateay

B4, Extend the current contract with General Electric South African Technolngles (GESAT)for 60
Class 43 Diesel Locomatives,
85. Confine and award ta Chira South Rail (CSR) for 100 Electric locomotlves.

B6. The reasons for the different confinement and extension strategies have been highlighted in
the sections above,

Evaluation Methodology

87. The Request for Proposals (RFP's) for the confinement to Mars and extension to GESAT
respectively will be lssued and thelr respective proposals wilt be assessed s described below.

— - -

RFF Evaluaflon Procoss

Frsqualificstion Slago 4 Btage 2
1] a e O e o (7. G o

Minlmum thrishalds -

Walghtad
d Subs
blamive | Ssbrare oot ity | o)

content  / tochnical 100%
Evaluavonlor 3 Evalaanfer 5D g Prke=b50% 4 Past Prefemed
adminiratve[E} Fubstamive + 70% SD $ Q

bldd:r and Contraty
B-DREE - tender :vn[uau
0% egatlalic on 50 conchusiart

responsiveness ¥ responslveness  Ueshiold negotiations

fo1 Ure 10Q
Eiochikes
« E5% 50
teshald 1 commh. Techajcal
s 80 3 il Evalalion
Diesais Loca) (minimum
conlent L]
Uvashokls tiveshold) |

e

88. The Evaluation Methddology for an open tender comprises the following steps!

1) Administrative responsiveness — bidders will need to pass the administrative
responsiveness to enable them to be evaluated further. This Includes evaluating all
retumable documents were submitted and the Td documents were duly signed by the
bidders
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2) Substantive responsiveness — bldders must ensure that all pre-qualification criterla, the
pricing schedule Is comgpleted, their bid materially complles with the scope/specification and
that 2l materlal terms and conditions In the bid documents have been met. SD pre-
quallfication criterla will be set at 65% for diesels and 70% for electrics based on recent
leamings from the 1064 process.

3) Local Content — bidders must comply to the minimum local content thresholds for Electric
and Diesel locomotives as stipulated in the PPPFA

4} Techrical evaluation — bidders will need to pass the minimum technical threshotds of 80%

for both Electric and Diesel locomotives to proceed to the final phase (stage 2) of
l evaluatians,

| 4 5) A weighted scoring approach for Price (90%) and B-BBEE — scorecard {10%) will be used
’ determine final award

!

B ___B)__ Post tender negotiations_—_post. tender negotiation requesting preferred bidders-to
provida thelr Best and Final Offers

~. 7} Final evaluatlon — preferred bidders to underge final evaluation based on the 90/10 as
2 —- stipulated by the PPM -
8} Preferred bidder nepotiations — selection of the preferred bidder and negotlation of
l varlous aspects Including final SD commitments and the B-BBEE improvement plan {FRC
| Future)

9) Conclude contract — the parties sign a contract and addendums to formalize the

l { . agreement,

89, Tha above pracess Is modlified for the proposed confinement and extension In that:
a) Adminlstrative response (1) is simplified to essential documentation such as tax clearance

ll certificate, BEE certificate etc.

i b) Substantive response (2) will be required on to ensure that all material terms and
'l : condltions in the bid documents have been met. 5D pre-gquatification must be met

l 1 £) Local content threshold must be met '

d} Technical evaluation (5} Is simplified to ensure that all modifications / impravements
L made over the life of the locomotives (Class 43 and Electric's) for Incorperation,

o) &) Weghted Scoring Approach (6) and
- f) Final Evaluation (8) Is not required due to conflnement and extension to one party

! although evaluation agalnst expected SD, BEE improvement and price ranges will be
conducted to ensure the deals meet Transnet's expectatlons.,

Local Content, Designated Components and Supplier Deve nt (5D

80, Meeting Local Content (3) Is a prerequisite to proceeding to SD threshold (4) evaluation,

91, The targats par PPPFA Natlonal Treasury Instructlon Note (dated 16-07-2012) on ‘Invitation
and Evaluation of Blds Based on a Stipulated Minimum Threshetld for Local Production and
Content for the Rall Rolling Stock Sector” (Section 3 {3.1) are compulsory and are elaborated in

following table:
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Local manufacturing:
Thresheld: 60% for Electric and 55% for Diesels)

100% of PPPFA

Total

100%

92, In addition, the progressive Local Content for Deslgnated Camponents (Section 3 (3.2) will also
be applicable to both Electric and Diesel locomotives as per the table below though they may
not materlallze as the contracts will be Fulfilled before three years and they are not

prograrnmatic.

Assernbly of Locomotives and EMU 100% 100%
Car Body 100% 100%
Bogle (Including wheels} 100% 100%
Coupling Equlpment 100% 100%
Suspansion 100% 100%
Heat, Ventliation and Alr Conditioning 60% 70%
Braking System 0% BO%
Alternators S0% 100%
Traction Motors 65% 80%
Electric Systemns ao% 80%

1. The Suppller Development categorles are set out In the table below. The pre-qualification
targets are consldered l’EallSth and achievab!e without posing a risk to the project.

investment In plant bidders moneiarv commitment Lo
investment n plznt and equipment

Downstre:m procurement — bidders commitment to supporting
23" der suppliers, ete.

.

Sklils development — supplier's comeaitment Lo skills davelopment
{number of peaple and monatary)

Joh creatlon f preservatlon — suppiier’s cormmitment to number
of jobs maintained/ereated

Smal buslness promatlon ~ supplier's commitmant to usage of
small businesses {monetary}

ED{SD - bidders commitment to SD Initlatlves and D
development

Award Conditions — 100 Electt'ric locamotives

2, Approval to award the business to CSR s requested subject to SD compllance with the

1/22/2014
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R a) Lacal content rlmeetlng or exceedlng 60% by value

l ' b) Compllance wi-h new SD commitments with a minimum of 70% as measured in &2 SD
1. Value Summar- which forms part of the RFP

' P ¢) Transnet will 2’50 requesta prince range of between R30.5m and R32m for the pur oses

of negotiation vith the objective of coming in within the R34.34m per loco which v il be
used as a guids: as is dependent on forex fluctuation,

l 1 __ Award Conditions - 60 Class 43 Diesels | e
{

3. Approval to award he buslness to GESAT is requested subject to $D compllance wit: the
fallowing:

a) Local content r-eeting or exceeding 55% by value

b) Compliance wit1 new SD commitments with a minlmum of 65% as measured In t'2 5D

' ~_ ValeSummar, which forms par of the RFP o 7 -
1 c) Transnet will a2';0 request a prince range of between R22.5m and R24m for the pur, oses
('-‘-K)_\ of negctiation vith the objective of coming In within the R26m per loco which w 1| be
l_ L4 used as a gulde as s dependent on forex fluctuation,
r" FINANCIAL AND BUDGE? IMPLICATIONS
1. The financial motiva: on and budget implications for the 100 Electrlcs and 60 Class 43 O asels
are discussed In detz | in the respective submisslons,
_} 100 Electrics
l ) 2. The 100 Electric Locmotives are summarized below and are based on previous exper 2nce
- with the Class 19E ceract!
.- a) A base price par locomotive price of R 34,34 m(2013/14 - Yen 385 m @ Ran</Yen
I 7 0.09823)

b) Capltal Investm nt Summary

| 1 ey 5%‘.:.-'.» EsinT
‘Pro]ect an
N Payment

I-’i . -?-‘.‘;_) Delivery 56 44 _ 108 |

T)j _ €) Adding the 104 class 19E sustalning locomotives to the original Coal 81 mt rodel
l _[ changes the Ne: Present Value of the total Ceal 81 Project from (NPV} R90.63m ta {.IPV)

. RYB.4%m over 1 } years,

;‘I‘ d) The present val e (PV) of the Total Cost of Ownership using the 1064 locomotive rrodel

1s R58.6m per lo :omotive and RS 863m for the 100 locomotivas,
e) Approved infrast-ucture Investments supporting the project totals R3 974 million,

i f) The cost Is estir ated and therefore a final price can only be given upon negotization,
il
i 60 Class 43 Diesels
'" 3. The 60 Class 43 Dlese 3 are summarized below:
J 4. The 60 Class 43 locc notives are aver and above the 465 diesels approved 064
i‘ locomotives,
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a) Th- delays in the 1064 will result In the delivery of the 1064 locomotives extending
be: and the current 7 year MDS capital plan. The diesels in particular will not meet the
orig nally planned delivery,

b) Th: fieet plan and the 1064 locomotive business case stress sustalning the fleet beyond
the seven year period in the order of 60 to 80 locomotives per year,

¢} The= 60 Class 43 diesels will be funded from the 1064 locomotive budget for the first year,

d) The 1064 locomotive budget will be adjusted commencing the 2014/15 7 year cycle for
the delayed delivery of the 1064 beyond the current 2013/14 7 year cycle. This

adj stment Is In line with the stated intent of sustaining the fleet though a continuous
reg nishment of new locomotives,

e) A 7 lce per locomotive price of R 26m @ Rand / USD (R2.59/USD) (R27.67 m @
R1C 4/USD for 2014/15).

f) Car :al Investment Summary;

)

K pe i
N s

S
-
L
1]
sl
had It
ol
a|;
gt

syment R156 | R1504 R166 | R1826
ellvery 60 : &0

g) The acquisition of the 60 Class 43 Diese! preserves an NPV of R1 871 i based on the
108 Locomotive Model,

h) The 2V of the Total Cost of Ownership using the 1064 Locometive model is R63.7m per
lotc otlve and  B22m for the 60 additional diesels over thelr 30 year life.
i) The wostis estin ted and therefore a final price cz2n only be glven upen negetlation
Financial mpactt jrou
5. The prop sed proct ament has limited impact an Group finances and the critical ratios are
maintalne .
6. Fornade

el - ';_;\'.v-:‘nh";:i;'

Ty 0NS;; 3

FT STy Cp gt

. o =L 4:1% i+ 1203 75| £2017/15 1| 52018714 1
~Operat g margin % 24.9 29,1 315 325 354 363
-EBITD: % 42,9 46,7 49,1 487 518 52,6
-Returr  naverage total assats (%) 3.0 ' 10,0 113 124 142 145
- Gearln, %) 46.6 47.7 47.2 47.0 45.2 416
- Het d2’ - to EBITDA (Times) 3.04 .10 C 25 2.40 2.17 1,95
- psset 1 naver [Times) 0.30 0.33 0.34 0.37 038 0.38
- Cashir. :rest cover (Times) 3.3 3.6 4.0 4.1 4.5 4.8
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T
N R;ofe‘:t NSy
Sonafaaldt 5] 2005016 | oo0i6/iTie] 200738 1) Ta0a8/18
- Operatlng margin % 24.3 28.5 29.6 290 313 320
. - -ENTDAY 427 45.2 4756 a7.1 8.7 £9.5
L - Return on average tolal assets (%) 79 9.7 104 105 118 12.0
- Gearlng {%) 452 413 478 483 a87 a7.1
l - Net dabt Lo EGITDA (Times) ao b 2m 267 275 2.64 249
l - Assel turnaver (Times) 0.30 033 0.33 0.35 0,36 0.36
- Cash Interest cover {Times) 33 i6 3.8 3.7 3.7 a9
l [ 3. For a two (2) year delay the ratios are!
PR Y D R Sy £ PR TN R Ay A SR e ST
st ALl JEmsledtens e
_' i |y Uo ol Yah Daley 613/14% | 20147155 /16 |52016/27 5 52017)
- ~ Qperating margin % 48 28.3 291
m - EBITDA % 427 45.9 471
I e i, ! - Return on average total assets (%) 79 9.6 10.7
- - Gearing (%) ’ 46.0 46.6 47.4
I - Nat debt to EBITDA [Times) 2.99 267 2.64
l : = Asset turnover (Times) 0.30 £.33 0.35
] - Cash Interest cover {Timas) 3.3 3.5 38
' ) SC 210-ECONOMIC BENEFITS
) 3, ‘The transaction will be aligned with the Government of South Africa’s socloeconomic pollcy
L framework, Including CSDP, NGP, NDP, SSI, and TPAP2,
l 1, 10, Meeting the MDS growth targets supports the National Development Program I the
Industrialisatlon of SA’s mineral resources.
v il. The program supports the sustainable development of a South African locomotive production
} industry.
12. Economic benefits Include;
l l ey a) Using idle capacity available In South Africa
. _,f"' b) in terms of the National Treasury Instruction note the local content for deslgnated sector
(rofling stock - locomotives) for electric locomotives Is 60% and for diesel locomotives Is
' ( 55%,
{
) ] c) Ability to reinstate / retain local jobs as the skills pool already exists
3 d) Slgnificant Indirect and direct South African jobs will be preserved which Include
l . approximately 186 direct jobs at the TE assembly facility with further jobs retained in
] downstream enterprises
| .
l . PR )JECT RISKS
J 13, Both projects face several risks that could affect thelr overall economic viability:
‘4, Locomotive Delivery: This could arise if (i) the confinement is not approved (il) unforeseen
I : circumstances on the part of supplier Including not complylng with CFDP conditfons.
. 5./Lower volumes: MDS volumes may not materfalise per pian negating the need to cascade
l locomotives apd { or the class 43 diesels not belng Fully or optimally utillsed.
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16, The coal line locomotives are nonetheless still nearlng the: end of life and these will require

replacement In the short term to sustain coal exports at 8. mt. Long term coal contracts are
currently belng negotlated for 81 mt and there are sufficlent coal reserves to sustain this
tempo. The model and NPV is further based on 95% of the coal export volumes materialising,
There Is no risk to this project if velumes do not ramp up to 37.4 mt,

17. Exchange Rate Fluctuations:

a} For the 100 Electric confined to CSR, the Yen / Rand R.te Is used as a forecast glven that
the Class 19E deal was used as a -base. Localisatlon Is zlready set at 60%, thus mitigating
exchange fluctuation risks.

b) For the 60 Class 43 confined to GESAT the base prize Is taken R10/USD. The rate is
forecast to strengthen in the short term which incl.des the duration of the contract
before weakening.

18, Tariffs not being realised:

a) For the coal llne current FOB prlces for RBCT coal are sround US4$90 per ton, well below
the peak of over US$150 per ton, At R9.50/USD &nd a tarlff of R126 per ton, transport
accounts for ~13% of the FOB price. Pressure on ta-ffs will remain Uil there Is a tong
term sustainable uptick Inthe FOB price,

b) For General Freight increases linked to Inflation are ot seen as a risk while ingreases
above Inflation will be subject to serutiny and downwar | pressure.,

19. Tatlff exposure to commodity downturns;

a) In the short term this could impact the viabllity of em:rging miners for export coal. This
will affect only 3 mt as the rest are based on iong teria contracts baing negotiated. The
mode! is also based on 95% of the volumes realising.

b) Locomotives have a 30 year life-cycle which transcend s economic cycles, In the short to
medium term the global economic recovery is seen as slow but sustelned. The economic
environment for General Freight locomotives was fully =2t out in the 1064 business case.

20. Over Capitalisation of the Coal Line: Thls is not seen a- a risk as the locomotives sustaln

current velumes of Bl mt for which long term contracts are being negotlated. The reserves in
the Mpumalanga basln are also acknowledged to be able 3 sustain this tempo for the long
term. There is thus little risk of stranded assets, The Jocomo: ves belng replaced are at the end
or very close to the end of thelr economic life and would rec lire replacement In the very short
term even if they were not cascaded to General Frelght.

21, Project interdependencles:

a) Crucial to the new operations and achieving 81mt ¢a the Coal Export Line with the
" additional 100 Electric locomotives requlres constructin 3 the Ermelo bypass ine, This line
enables two 100 wagons trains from the mines to be ¢ upled together enabling the train

to proceed as a single 200 wagon Radio Distributed Pc ver {RDP} traln withaut going inte
Ermelo Yard,

-—

b) An Interdependency for the 100 Electric locomotives is cascading locomotives to general
frefght. The 60 Class 43 Diesels do not have other projs ¢ Interdependencies

22. Project risks will be mitigated dusing Implementation by a dedicated cross-functional

project team to manage the contract,
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™ RECOMMENDATION: .
23. Ttis recommended that the Transnet Board Acqulsitions ard Disposals Committee recommends
1 ta the Transnet Board of Directors the following:

. a) Note the risk to TFR MDS volumes through Insufficient traction power resulting from the
L. : .
defay In the procurement of the 1064 locomotives:

1 b} To approve the investment In and procurement of 100 Electric locomotives required for
L the Cozl Export Line in the amount of R3 871 m (excluding borrowlng costs):

c) To approve the confinement and award of the procurement for the 100 Electric T

i -locomotlives,
: d) To approve the investment and change In the fleet plan to procure of 60 Class 43 dlesel
: ] locomotives for General Freight in the amount of R1 826 m {excluding borrowing costs):

e) To approve an extension cf the current Class 43 dieset locomotives contract for 60

_ l i o __ additional locomoetives:

f) The GCE be delegated the power to sign and conclude all relevant documents to give
"}.'.‘ effect to the above resolutions, including the dward and process approval.

o RECOMMENDED BY:

‘. Styabonga Gama Date:
Chief Executive
= Transnet Frelght Rall

1 RECOMMENDED BY:

L{ ’E-g' X Zhaatiny

l Anoj Singh Date:
3 Group Chief Finanklal Cfftcar
]./ iy Transnet SOC L
P
b
' [li RECOMMENDED BY:
]
b
' [ ] [ AR R A V5
¢ Brian Molefe Date:
' Group Chief Executive
| ,-l Transnet SOC Ltd
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