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11 The purpose c* tfns cooe sod pnx«dar» fs to

• Prcnflle effloant ana sa<e conduct at worti,

ccrr tovt OCBCO where an Knptoyeaa performance amt'or conduct

• Maintain {pod «mptayment rattrScry Wi?i*i Transnel

• Encouraga C7\ptoy«es to msped and adhere '£ Ms. appropnam

a marper tnat It toifi »ubsa.-rtvelj tut precedural.y la r. and

Prowcf emdoj*«s trcm arbitrary «aon whlk ensurpj tfiat Transi t « T «xpeci

12 Wberaver picss&ta Traranei wU lake ttopa to try and erJure IT* any rmeendud Oj «n

does no tectr a.-̂ ] thai the emcloyB* ccnLnu&s Ic t « a prrtuciue fe i i c'

A) m« sam« 1 me. tfw emptojee rscognrses U^BI cerafa fonra crt m.seorcaa AI

ius*j(y «ummary <Ssffu*« and C-̂ t whene con»«vt disop&ie Is m^BmarrMt; a repetition

of misconcua may justly altmcisal

2 1

2 2

Tnis diippliniry cod« «VJ procedure formj pert cf entpfoy»fl'» terns a id

«m>oyment and spalits IO a l empJoy«ss ins: fa I wrtfvn me managwrieni

Trananet wneflier of not th*y an &5Il cm pfttbabon ernpkjjrotf en a Twtfl tarn contract of

n; or a contract of moeflnrla dufsUjn

This coae and the preceoufe

ouiside o/virxwnq hours

Business of T

squa(|>- w concjct. off Trans *««!'•

"«ffeci en lhoemployme^Hf»ai?onsrnpindHe

3 t Transj. iw»kin'. 'disdpilnary erfftnea'.

aflegec1 breach of tnis code

3 2 "Ma nagtment" iru3jd»5 supervisor!,

Trsnsn«t for lb« pupow j of this po6c>

inchjOea an

senfor ntn&gtrt end txocutives
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. - * « til-*"*; t; Ett it

3 ' Pn-di$ini*va! artiitraiiofl" is a oucprury an$;ury concuctad n Sims or &ea-on 1ES* el

the Lairour Ralalicns Act

4 i ii a the rKsponSi£iir> cf all ft.-nptoye«s In Bbd* Oytna rules and standams c'Trarar^i

^ J T>* anforcemcnl of tfaopin* is ine r«pons4>ftt/ of managetrurrt end w tower pcsi'ble

wifl tw taken ai the lowasi pDsa4>te le/rts of manajjernenl

< 3 Th« nature end Mw«nf/of en employ 's ban5greu-O'>da?£''mne3 t r w na^if«an£ler.e.ilcr

trie disciplinary acton.

< 4 Tho pwnary pu<po«8 C ihls code arfl pfoceoura ano the respcosUI r/ d Transnel is 1c

• E'.iure i f * nmntfinanCB c< ssis/acwrj and eccepabi* sisnaaras of coofluci cf ei

a/nployets are U«at*a fairt-/ and ccns^tently arx) tnai rtsciplmary acocn -s

tcr a tat reaicr. a.Ti m ae=crflar>c« tnih «laif procadure end

• Oocsurvga a-vj corrtc; unoccep^abfe ccoduc Dy «mfJ6je«s

5 Traiunei Yiil! ensure tnat

• i: makos clear Etandards of condua or rules required d cnyiloyCM.

• ti MtE apply as standards or rulss ccnsatendy: tnd

• I1. WE featnP employees r. a fair and juX rr^nnaf

C Tfansne! will notif/ tne trade ur»cn whan Osdp4naf> a^»n is taken Bja'ns: s Vads uricr

repfft5«rriaiive or an «mptoyM hfto is «n ofHc< bearer of a l*3de unicr

4 7 Transnol fias m« ngnl w -

• Deuce when an emptojee'i benanour

, and

»n irapby** ifTransn«;oe«ms t appropriate

4 S Trananel'i oolioalbns tre t o -

if. just •no comitlvnl diicjpins
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thai.ai e^.ployws are m a « iwaje o( tfw slandsrds tf bchav.cir

d of tf»"r; arc

• Deal wiin instances of rnicDneur by jf-pJerrcenlcij t ie prcjiuons of L*M j

COCB an<J fwocadwe i-n e aiieots ceraal»^l ard fa r m»mw havirg doe rega^r xz We

m*--ta cf aacti CSM

Tfie «fnpto>«s

Comply *hh rt rea»otiaW« ano tawfu1 nsvucuans tsiueo tc tn«m.

UphoW the !*»-,

Ccrduci themaelvts bi «n ordar'y rr-anre-:

property wrtn resfec. e-.c care a-id rafmin from usir.fiTr»at

property lee

&• respectful «nc countous to cicnis itooief ftfnrk:^t« and thairprcip«rty

A&Safn fram vfamsmfl ttKnrtunatr-.c scams or inUTuclaljng eny oU1^ »JTicJDyfres ci

• Carry e n Ihe-r ciulias n « professorial rnxm«f »od in aiconJanc* wffi me i:arcsrds

rvqured by Trarunsi

10 T>w fact Iha". n-^jcencrjci »rary rejurt |p cwnnal diargBS bamp te.Q apafist 8n empioyM

does ret provent Trananei fusm holtfinc a dsopHnary eoqyir/ irv accorJanc* ivah C5

545

4 11 Ttvz pobcy mull bo roJO m conjuncbonvftih lh«Tr>mnel6AP»ndsuMlsnca abuse pohcy

5 l Rtipoiufc-.frij (0' «rhJ to Ohe acnon has with the of

5 2 A i • gerwral rule and eccapi -ntur* eicaptio-ml crcurnstancm o' BO hdividuai cas* cust

Bn employee sJiafl ruM t>« tflsdpkned Mnthoui first b«lnc efforCcd me oppenu'vty of t u t r g

5 Cl^£
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f^rtf ernptoyw. Wic cemrnns on e d ef onsconAjd cr a guJty cf an t-n-asicr. ffial fsl'a ste't

of « i Ji=c*ptap« itar-aard of concuci »equv«i o; tfn cnp,3y*e r-jy t>- sutyec: iz

apprcpnaie disciplinary sa:on Mhacgh th* PUTOM £l tSuzx&narj aacn a G O I C S * * n *

ef ii noi obligee IC t > ^ »f'> v»B^tnfis n rtspeel O' rris^aicun itr. -ACud jji '.ifj

Trw «ppt.C8bcn of doopfcne may Uka any c/ the foCowvif) forms, depending upon the

ctrcumiteocts of tha particular case. Ihe frequency andcr Lis seventy cf th* Twconduct

Suspension withoul pay

S42

5 4 3

5.4 A

5 * 6

5.5 Verbal Warning

5.6 1 A Trerarxi manager may otvB snempicyM a »efua

rmTCn Oisdponar/ r/anscreajron p1 E nie of nsndanj of ffw wcrfcpiace

5.5 2 Tft« p-JTWM Of 1 ve/fcal wsmmg ts la irfcrm tne «iifHoye« cf ITW Iransgrvssicn ami TO

corred me e«iptoy«fi's concud Dy eflyrwifl himtief o# why th« (MMvtCur Q ocorrsci anc

whs; ts required Q\ tr>e emplcysa

5 5 3 The viffaal waminfl mutt be recorded on ttit errpioy^e s p«recnn& r>>9 tnd i

5 5 * A capj of err/ w&-nlng shouid ba h«p! on Vte emp<cje<'a fî e ev«n i f l f f u p (> r e f M f to as

lo servo as Brwaxo c* me BmpioyM* disdpfrnary haltxy

5.6 Writeenwarrdog:

5 6 i M>en a vertwJ -nappropnaie dve to ih€ nature of v« cff»nce or v̂ +iera prevoui

wsmrigs M-/B noi n«d tfii desred vffed. a tra--«n«l frjna jef nay give fln employ**

5.e 2 Tne wiBan vrtmng musi eUW tne rj'idpin«iy Inns^nusicrv's carnmitlBd ty

•nd wam tne fmplDy«< not to wp«art Iht rransflression again
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A wnten waning nus! be rece-tfee en me e-nployee s ptrscir* ' fu« fl.->a «

month*

<cr s > (£

£ 6 5

Ir.t emptoy« must Sigr. fv re te l l cT t*«y.T,dei warning d o e esipfcyw re'LSes 1c srg-

lof /»c»'pi cf the warning tr* »mien vrt-nrjQ is rnve.theies^ "aid and a no!e ih i : ttia

•mplayta re fuMf l i ; ugr.^or Hie wnttin v^an>no rnuslM ric^Td«d en tho wimng

^ copyc[a-iywamrnci^^ufiJt>e«iBpicnr-«empiC7M»»9 • v m a r t t f w p i f y l f » w ' s c a s

to *e r« 83

prsvxms w^mngs have no: f^cJ the cSeshw afita & where l^e offancs a <A such > teiMus

nalure a TrBranel rransswr may flive an cn^oyve JJ flnai WMian WB»TI&IC

Tr-« fins' wr i t e : Vi-aming rnu«1 Bl2U tr« cJucpJrvary MfBgfBifiicn>s commCBd by U~e

tJ7ij:>G"y«* and-^am the emplcyso nc* to repaal th« transr^ssion again

A firaJ wnnafi warning nxai be nrccdad cr, l/>3 «fnplcyM • pfinorjw: t ie and e \-al-d f c

S.7

5 7 1

5 72

S 7 3

5 7 * Too enptoye* muil s^n fof mcetpt s' W* fma «vnKen wa,-niog if (he emctcyes reruses K

st^n (oc r«»p1 o/Ihc Jinai wnOen wanvig the DnalwrttinwsTung tsnevtnheieAs va!<J ir.c

i note that iht erapioy** fefuMfl lo sign for me wrtitn tnrrrQ nusi bs recorded on irt

wamin;

5 7 5 A copy ol any i»*m«>0 t/ratJij be Upt on We ernpfoyee's TiB «ven af l« expiry meresf »o as

lo s«rve as a recc«! of the emptoye«'s diScifftTary history

fi.S Suypttnslon wtthoutpay

£ B i Su*poAiio-i Mthou( pay Is a punitivs measure Q-«: may be Impend DJ Bjff encni wt t 11*

«mptoy«fl es an aOtrnsir-n to darTMisal, wfiafi B damusai Is jmtffieo IHJI *vM6f» !*ier< are

mfcoaOng dfcumstances. wtucJi Trmsnei recogrun Tie maimnum W e pensd *OJ

iusp«nsicn writhout pay Is two (3) weeKs sk«g wilti a Hnal notten waTiing vs'id 'c r

(12) rnonms

£ 9 OimoCon

5 & i Dtf^sticn a a pucrtiv* measure !h3!

an «ft«rn«3v« to ffisnusMl wher* a dsmissal u

orajmsLances tnal Tranjnei ttcogrmti

b> agm*m»n1 ntth the e.r^toyce as
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6.10 Dismissal

5 *C-1 Dufrass* is Cw frost W r M positive measure thai Transnat as ITS errplcj-ar rrstf ( rwse i'

w employs* comma an e ' l e r« !o- wtreh a fina -«men * i r . r g <s $& va'id cr r" a i

ofenes which v^ffianUoisnissal in itself ocommfled

510.2 An emotoyw ray be dismiis«d

On nadce. vrfiwi 7rsnsr*t lenrjaass* the emcteyMs SEJvge suCjsci ic t ie

no'jc* m Ihe coraraa c* «(nploymenl «ir> fu" pay for Iht netic* pericd

5 iO3 Trsisnei may of^y tSsmiis an &npiay*e afte-a tofma*. erxji^y is r*W At

and D*Jcre * tiea&x>n a taken to tifiraiss an employes ccr-iio«faSo>- mwsi Be j w i= a!

refffvarj aflsravHt^ and micg«iffig cromsaancM i u ^ BS tha err^cy«es pra^icts

cfrsopknary raccrt, p€rjo,i3t crojfnstsncas (engti ct i i m u and me orcumstancei cf ihs

5 101 NoNrfhiUndrc T>0 ttd mat cenain forms erf misconduct wSI ordtfianly ro^urs

other than rismisial, BO employes may be dismissed \a sccuroulaiad mlsccncoc o1 t

vsfyyrg natu i «ven though lfie sn^lcye€ frign] noi Olhsrevise t * hsC't* to Cd ciSmuMd IT

respeci o' eny one part-cUsr caiejcxy of nnsconCwd Cwmsa' pay tee place ri gr

commmBd tavenJ aru « irisoneuct aM haj pevious wnnw. and fre

wtTtch a.-< VJW nctwnnsuroog m« fad that tne canducl complatnaa o' is

unretattri to IT-a prevous cor^Jua

. _ . .... . . . . . ^

Suspension Pending a Olsclplin

6 T 1 Ttansnei ftaj in* nahJ to Kispenc; an ernSoyw or. d j ' pay (widinc • csscp na/j enqur,

•*ti8ff Trarunet Mfievei

• That the emptoyc* s pras«nc» rao'd causa Frottarro or lead to conflict

• Whe/e t^e amplc/efl'J pre&once could pfe,ud<ca Traosnoit mvasligBtrOn cr t«

dotninental to the omploye^s Ncniba

• Wh«f» than» a suffiagrt reason ts dojbl (he wBingneas cr aei'dy cf tne emptoyw lo

wo/v nofpiafly untu mo dnoptnary cr^ury has bean fri^sac! and not i ; M diin^si /e

it is in tns interast or safer/ cf n * empicyee

548
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Wh«™ tht continued presence or ifc* emp^yes eiBfU*c wtn

pcnanaal of threatening attar emptoyws or
Us me

'A'nere otr«r e i r ^ o ^ t s afB littery ID Ce e emp'cyee crurQeO uith l*«

€.2 Disciplinary process:

6 2 l A duopirvary .isarffig must Di htto a* » ? , as po&sfcta attitt &m eemmoxior. o? an

dTcnce

6 j 2 Transnel moil endeavor tc held tT4 OSC^Unary eoquo' Ss seen frs poisicie au«" 1 Hai

finalised its ir./eaO'ffBCcn rrrto e-« ccodud P1 an employee V.fJe Traosn«! *ill maka «ver>

by One anipfoyfe, >t is r*cg£ruseti ttei canaln irvBsUgHSonj may take Jcnijer ic

comptsle and tf-ai « is not 8*v--ay3 pcssa^a to Drog distip«*->

623 ' T

rtg The wmwn nobc« mL-st eottair, tns foflc.wnt;

• The personal parscUan cf t/it eu^cyie

• The nature cf tne tJia<^9 w eihvTpefr^nl vwtn specific rFfoivca tc the nawr*. date cr

p*noC of time to allow the employ*) »nc) ha.tMr rtpfti«f*svv« «r ac!«quat* cppon^nitv

to prepare for tha inqor/

• Th« eaa innft gnd veno* of t ie Utamfl

NflWtcaticn mat If* WTipJOyBB may t>« rBpnseflrt p/ a tdlcw fltif(cyte a! cha J-esnrg

jr<i (tiBi It 15 brvhor duty to ananjo to' HJCFI rs^rawnation L«fl3l raptasantauon it net

eemitua in dl&dpCrury hea/^igs unSeis tpeciricaRy agreac to by Tranjne;

UoVxziior. V-.B\ tbvM the sr^toye* requre an bitefpTrter tf>e enipioyff* must noL'y

uiry fo tnai Traosnei can prwvic!* an Jnurpfoicr,

emplcyte may tmg wiln«a«3 it any, 13 the hear/ig and tfai ths

will hyB mo rigni to u t l . »iBmrfw and cnu-examne w nesses suajea IO

tft* «"pfo>w arra.Tflin9 f=" the anndanc* of irr/ wttneuAj thai Cia eiip^syee rrquiris
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AcM*e the employee thai t i f i f ta has ifie nghi 10 siala toner MSS anc oefno

honTiefseif bcC-. In nt ipea cf ne a^oQaricns oi miscor-jv--ci arid ir, r e oalemKigtion ;f a

sarcoor

Promas PW employee vnLi ccp-es of ar> oocumena reaso -̂

Space for edcnawlKjjenenl of receipt thersof by the emptayee faSng which space f c

Transnel fiwsl BS* ihe wnj^cyee w upn lef r««ipi cf tT< ntfjce

encu-ry ir tfi i %rr.svrt9B refuses to »c*ncn*taCga receipt cf The OQXM the person MiC"",s

the Bfr.pIovM Bie nclia;. rrmy sign as ha«ng rfli"M3e<! Ih« dc ive/y o! !ne nct'ca i-nci l ie

emptoyee Su=^ ;cccrtai an the notce -*Ji serte as prjr^ (soe €wder,c« tnai tne employee

recefvK tne ncike " .

C2S K B»e employee cha/fled wtn mjcor,<ua is also J trace umc^ nBprEa«-riat\a '.s^T

the Trsrjnei msnaoei- inv-uugesng if>e cnarga rrusi notify L*:e trace umen o' r.e

. and conai* tw3i ma Ir^de urJcn In respea cr t i e (Judpimary cftarffes tM r̂oght

aj;sinsl ^,e rep(^sentatvc. Tns also epptea fri a tes irterc tf* Employes is an effice-

bearef or official of a trade urscr.

€.2 5 v^wre en erpplcy«i refus&s encl'or laid K attem the Sscp^'nary tnquirj tne er.qury n a ;

lake placa ir, if.e amp'oyv^'i »tse^ic« Orty m e*c«ct![?Ta orcumBtar^«i >^i ~ra"«nei

pejtoone an enquiry end em-/ rf sufScienl re&sois e t̂st and are estaSbsfied ic postpene U-e

encjry The enptoyet reoaonscs end occapU ffwl Ns/he* faJlw« ta iKena tna ^ea^n5

rri3y have Benojs rapercjssrarcs BJ the h* jnnj mjy be r-a'd <n h,i(twr absence wtfioui

fuarer r.otica »"d a earOcn cf dsmisui may be pnpesea.

6 2 7 A po.TiO'i BPpOtir.M C nflminatBd ty Iho «rrp'oye^ (Of tia: pi.rocs« mci: heap n recora c'

Iho procaodnga aod ine emptoye* is e.-UUM lo s ccpjr Q! the recwJ. The

fecoD^iMs ih«i #•* PBeo î is fxx 3 cornp'row rocord bat coi> s mnute

6 2 6 Tlic d^c>*^a^y enquir/ shal. ^iere pessi'e take pJace wrtftou1. eny

VWir.QU«s wfio (JIVB evfdcnce da BO on tfw taas mat tJiere win ba w rHperoaawu »ga.Tij*.

tt evidence V/itneswi w' only bo required to anena ar. enquiry wran

550

' a s t -Cci ^t
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£15 Afifi.' h w m c 0. u tevn ! evdence reuapg x ife tfarcas the cna rpers^n d tte erquiry

mu l commi-nicats his/her c»c«isn in wnto$ wnrun five iS; '.vartor.̂  days Th»r*afi«' & it n

B appropriate ID OC BS. B(. the t-ia or ite enou>7 ihe charpsoo.-. of the ©10117 mi*st near

tVJdenca =i •cs.-wsnon DC (rmgBscn lor PUTIOMS of impasing a sanaer.

£ 2 ~0 In corakJemg vrfui] A3(XtOJi to JTIPOW tfM chalrp««cn (s eriLSed [0 consi3#f otnef fomu

of c!ocipf«a'y actoor as «n aitefnaSvc (n dismissal mdaAng for exa-"np(«

fesanJ ic Ttarxaners approach to • m*ar ccrCua m me pan anz reco$n&> me inipc^ar-ce

0' be'ij) tofwsartt m in* inipcaswn d anj sancJicr Hcweva', efflptoyees rtcoj.TSe thar

tf-rf e«rum3Urtc« of each ndividual o s e "a *ff«renl arxi crcwnslance m»y jL*afy Tra-in t i

f-=m departing frem the i<s.al form of saf*cbon ep$ceb\t te Ihe csrtio;: n qu«tcn Tnes«

onxmstsra* rr-ay :ncfuC«

• TfW saiiouancis o* t^i« «nd parvxAst csreumstspces surrctirxJinc [he

0! Pie employee i

• Th« inurasls

6 3 Cooduct of tfw Enquiry:

6 3 1 AHhQv&i ihe cnarpefion of (he enquiry nay depart fiwr.

the inqui> shall si *•) bmei De cendude^ m a Fair ma-mer m g«r«r«)

poj*We the *iquiry should De conducted ea foacwi

' TT»e cnaiTwaoo shat *nsur« Ujaf only inose who «f? «nut)ed ic be present at [he

e.iqjrfy are pffiaeni »nd thai ail wtnasMJ are aj-aHaile Wnneasea shafl t>- re<jui!TO ic

waJ outj-de ot on-j arund th« prcued nas as »r^ tht-^r, reoutreo iz g>v* C I M I : B

• Th« cfiBKpflncn 5haJ>* ensure thai e«fycn« e'fisani at the

onfl the charp«rjor srwll eioJar. avar/ones foiQ n the anqm-y

At ma comm«nc«ment cf Uw enqury. the chairperecn s.i*l infomi the employee of

and ».ian irqure whether Ihe employee has any queries or

The cnarp«T>on shaS nad oui he chtipes 3Qa<n£{ r u e^pJoyft* and O-J

cf tr-* mdcontfua Tno chairp«rsco nan Bum sih the employra if h t y i e t--nde<rjr.di
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toe njturt c* Bw o'ltrce ana We naaic-nj why f-e-s'e * be n j tf-aT)«J r>2 «.•/ r* s-e

pieaci LC Men of iha charge*

if D-* tnpiayw cte*cra eyftiy to ihs cn«rp«5 •** c/wirperson sral a&k qi/estiwis fo

vrtwtrrer rw employat un<Mnandf the chafes if s <s Sea' tnat me

tia charts* th« tfianp^^oo n i u i find lfie employee flufliy «nc

move lo neanr.g ewdenes w. mti$sii3n aod aggravaticf.

ff ffw irppto)« pleads not (^Jity to in* ch«jy« «?# cftaap«fsor, shaa tM-i proceed *nr

thehsama «^icn cha'lcorr-mecc* wthl^e cemphi-oaul 6a^oso--g ft« (*JU nmyra Ctne

oftance Tn« compJainait sfWI t*n De •nutted (c lead evidence tagafomfl tne offtnee

by cafl*ifl w * i o s e i to crve evlderK* and wmducing doairnnb as evi<l4nce Tne

ef7;-pioy« sKail be enciao i t crnss-&car™ne «*( wTnteses and rwre eccesi to a>

Ieru3eral a! me «oamry The ccnpUnant nay re-eiajnine

The err^cyM *-Jl men t e given »rt cpfcnu-j l j 10 ai»M toftes cefence flr

wilr-flsits b? y r ^ ev-Ow-ce en *&h*r t&ftav Transnet tra3 bs cnWM :o

B»mme w u i e u n end exsmne any oocumaiis tcndenW in evtdenc* Cy Fe emplcya*

17M wnployve »ha'l b« «f"4jaec Ic r»-examtn« any wt[ns«s«s

Ic as* Q<«s5OtT» of eny v^ncsiM who £r/e

b eoUUeC to rKut'e frtxn Cw ?*rron ^Bdmg trto »vitfancs f c

or tfia e.-np'oyM whel*ief they intend lesdng m d i n u regarding arry mader,

After BJI evidence tea beeo ie<f, escJi party »^a" be gursn a cian^i tc summar-ae

wtrtch me enquiry jft»fl be B^roumed o atto* tf>« cftarper^or !c

I! ii Is convenient tc do t o pr»f ID i f« eiqmr/ sd/sun^g eviocnce D- nrbga:oi

shall t>t led Attsmaiiv^y t>3 onJ/ i ' a ftno<r$ ol ju-tl is maae

the partin ihat tie rcqm.-tw to girt evktenca

cr •aamvioon ol *«ntsnc« Suc î BvnJenc* ne«d not lake mo (arm d sn

untew ctw is cp«9f<calt) r»qvr»d or requested tnti
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TOAMSMFT

alt rohgatmc Ofid aosravawio crajmsiances have own c c n s « r w a/V!

as motlvsiftd Ja' an appropnsn* sanction the durponar ITUSI ccrjt

-ecErd b*Jni mafcrvg a deoiicn c." t/is eppropr^-B sanc

on i baU-ic* o> pmtattJibea cartrav«ned a rvi

That u n Arrpicyvc was tware cf ine Me o1 K csutc raasonaay

ove b«en rwa<e of tf.e ruf« i : e*« tme ri the bm«ti :

cr stencc/d

expsctsc cl

Thai th» r i « was vaio ami fair,

TTial Uie nia dad been ansratPrtty BppBed (or that th*re wt^H Justifiable

}, and

• That diSoissaJ (s ilw appropnale uncben for the mjicoodwa

The chffrpen-or, £ r.a I- comniiji>c3T& fts fincr-g and tanOion ir wrir.r>g to tn«

6 3-5 In tfie tv«rH tnai l i t uncUcn rf dismiss^'« irrpos«C «frd ss ina empioyw doei nc: hi-*e

ihe r.grn of app«a'. We empikiyM should be Wormeo of TJS r^hl 10 r«f*f w« maoer !c ti-e

CCMA or tsruaTJifl ccuoo; wiih furtffScron over m« rfspufr wivrin ffuny {3Oj-d»y5 cf V*

£.4

6.5

Date of Pismtsigh

VJtwe en c^piOyee G dismisses Una

sSpulsied by ina ct>airp«non In his fi

l Arbitrations:

is frr^: ana takes eflec » i lha date

allegacons c* mfecodduct havs B«en raaed oga rw! an emptoyfle

wcutf cury t ie tancUoo cf dtsm'ssa! era Oe employ** earns above ma

imum os oet«rm.ne< in leons o' Sficttci 6<3) ol ine Base Conouons &

mem Afl. fw 7S cJ I K " es Bmens«' Trans-ie: f i errtnied at its sole d e e p e n (a

wt"Hthar c roi to hcl3 a i nama BaspMary ancuey or to p-oce«c wflf a or»-

dismiual artnlraijtxi as cailemplsleJ in SeOdio iftSA of (h« LRA

1 Tits ftrrwurf u curr^Bly Wi 15 572 per BJVAi

h
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;y [•

5S2 h t m an alegatwo otnacanOuG has t * * - r3«s#i againsi gn

the pntfcttbtd Haa^tvy tvetpoW. TwnsfieL rf a wis.-»ej tc p.-cc»ee

srtnrato-, procedure « reQj;r*£ to obfcjr the wntoi conaen'. o? t f« empoyw afwr navm;

,-iclitoefie emptyei in*niinf o) 7M ftTegatons l* Jt^ei against hr, .<'jieerr,pl:y«cc«i

ncl wvs.1 to iiibmil to inat pocMurs Transnsl wiaccnveneatJiscpknEr/eriq-jt^y ai setsut

T tliS documem

C 5 3 H Tr»T5net t e a s tc p«:c««J

ini COS o ' a-i irtj*8ic' «l«cuc

Trans nei

a reputai* Cispui* tertietnflni ec»«r/ c-'csen t>

C.S A This disciplinary cade *nd pooOun'i wi9 swl sppty, hcwever. if Tm-vinet do« net «*ct ic

P ^ M « J va r « pre-0isf7t«ai Atdration proc8c^J^e snd in respta of emtJcyws who « r r

>esa nan ihe procntwd rrtrimun) and do riDl consent to a p-MJismissa* art-tmhen

6.6 Types of Misconduct:

6 6 Tranane) maj «h» Oacipfcna/y tctcn Jgann an> enrpicjM fr. carurTsiaffces tra: nay

fjstly such icfecn Trarvsne! dpects »1 «mffoyeea to n f r a^ from conriud thai T137 grrt

6 £ 3 Sei ojJ OBICA- sr» sons axampfas of

lake dsopinary -actwr- Tfts is noi

evefy Kirf o! Wmpefnen

ua or jnfoondua

ta^sjjfess>Ofa for trfuci lf«.iSTr» may

frra rtl II ts inwoirfjle ** <st l i cr«

l-an*s«5son ih«*. may be consider- 1; te

conattuia m-scor^uci a on«T • n-*nef c'

same However, dn imperial factor in oelafrnirrng wtiet^-nr a par.'cdar aci or

K do nvnettiing (w^ietfw tiont n ;ne wCO^ace 0- c«-3C0j can t» roncoertd a j

beftavioj'. a ivhether c noi ma: fcenavjour cowld M a«i™nar« ic <!•«

w*.txisnip betwwn Treniret and ru omptoytfts o' beNvaen

66 3 Primary Offences: tfiese are oneness thr: are cons«}»fec serious and ma-,'

sofr/nsry dismissal Exfn&es mduCc (this hK a not exftaunve)

• Failure or refusal to comply -̂af; a l^wfu! aoc reascaDJe mavenoo front • j u o e w

V/hei an impJoyec na(u»s to ca-r/ ov,'t an crter c iruirj=(on tnrn

autnorrty c-*et (vm lha cenpany

When an smpioyw a*, i^y wne » d i in 1 dsfa.it cr pf=^cca:iVB mamwc

p*rw>n of awawrwy in
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truutsnQ rjoe cv (nstfem fcerwvou/

'.Vrwe an &T>3(cyee Inches Of i-tf f^jeates eth*r employees wdk: o« <y <ft tidty

B*mfi under the mfloe^ce cf n U n ) n o d i u t b n ef drugs fal K"rt a narcctc sfled,

DaTnge to Trart«net prope^. th< pmpaTy ol cflief Bmpicj««5 c woa cr other percoc*

vtiei vrfiom TrsiMnei has

Ofsru^bon C Trarunei adf/tues

Misuse c' Traranet property

pc?55BSScn Of a wespor. on Tramnei premises d us«. or |rv«au/i*d ise

0/ anj aucti weapon

intitrmia^on or tautmaton

OfSorcerij confua causing body injury cr damage 10 cropeny

• Accepiing D> Brfioiinfl money cr olhe: C3nad8f«on (DI parfcmung wort; or any ctnir

'avaw m order lo favour anyone else »i Transnffi e>(xn»«

' Breach erf the Tra^snet Ccoe c* Etrjcs

or more anseoAve wonung oaya wtriou ptnikMian

Ccmaetmo »ntfi Transnel

QfftS3eraie<y uzng Tradsftet's time ano IBCB b«s for ttn *mp«^e s ovm ga n

5rriD»cina in pmas v*f*."B srrolorg is

Then

i a pcsiDan
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Giving Cf racttong er any attempt » give cr rac*'v« fcnbss cr nfh>ercrr.g o' t^rr.g ic

Stftmrttmg ftfse reports o.- rr-flijpg fa l« e-i5r«es <Mt ccomiena eri Trensne!

Unlawful poisBsifcn cr rwno**' c* Transr«i prapeHy, ws propeny of mother employee

Or ariy of Transnet's cnenu ora^ycna else win wtcm h r-»s dea ings

O*30»Lr* C conWem a' Trsr

Gross r»5l«g«nce

in a

erjjangenno hves cr causir-s damags S

o( ccnM«!Ttal modfca r

5 me «iKijior, cf an employee's rtJtfes

o' an

Icr te beer.

• PubJicatcn ff unautfwnsed us© & co^fiGenua] rrfonrjton of any Knduci e."KWr>c»ir^

the MCurty of Tnnsnfli

• Failure to confom; 10 safety panca.-Os aid prscedurea

• Ccnffr/PU-o-i o' the M c i o i i i ft jo'ffwPgtrtc Fn»n« Monagerreni Ad

Secondary Offences tfwsa 8f» orttnefts ina »3v«rseij- npaa upon Trans.i«i j tusmt i l

»<• rivclrt CDnoua that ts not acceptable to Tramrwi Disdctfiary ao«o. «ti.c,i nay fc«

asscdatfid W K liese c!f«ncaa are •^^•053 verbal vwitlen arxj lina wntiBn wamnj i anc

evecitaUy darruul fcr a faajfrpase CJins the cunarcy o( a final wtinan wairing

EjiBrnptai incJuda (ttia isr a rot «xft*usiive)

• Jnsanafaaofv tnerCance at wo* vWh cowlTWoi a v«W Jtascn of prcaf

• Urtsatufactory vrr* keeping ext4--weo cr unauthorised ewaits auong s«rtOng noun

arriving lau Bnti lea.iog eary

• UfHltufactory work perfcrmanc«

• Fooling «iD\rrf end tx pfsyhs dimng wortung hours

j ' l* cr
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Mr«f oodft^s of atws;ve or routing language

Tran*r*u dfws coct

policies Or

6.7 Cnmfrul oflencaa:

5 7 '• Crrtaa' offences commfnsd ouis.da of e^pioj-nK-j shcoy

as cause foe *scipVna7 Bdwn Th# mam Issiws U»: ruisi ta

no; the offence s OT« ^J t rrsitfis the Eir^tayee unaufcabt* I c Ks

ara

or * e sflecl v«

CEO anc Sea

Ernptoy*ss *no Otfwf Huian Resources cfepairnents

SuppoTs

Monitors arra majntairs

i ' AZi V
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, M nrn.i ;m*

Wntun warning

558

TRAWSMET

Empteyw

Posbcn

Osparment

Date

Dear

Wrtnen warning m Knr» d * w Duoplina."v Coda and Prccddura

TTus lea«f *er:ts as a *vnne-i

)msnihs

Th« wairunfl wJ bt fwamed tfi your pflrwnnol file Snou'd ycu b« taunfl guilt/ of lurth«f D'l

w(fleim5 warning is Ft>U mfcvc* iha wamiog cccltf n f i j c

'A* r»^m i n * ITL-S aOicr, Has been Tec^siary and ilncsfAty ficpe t^at yew hj t re csncoc * i !

m*« n !jrir*c«ssar/ lor us W *-.vo»e fwUie' aatcn ic enjyre mai ycu rnamtsm accectzb e levels of
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=mUj. n

Final written warning

Posjoon

Dare

Dear

Fifial written naming m lermi cf ine Drfo?boar/ Cede ana PrtKxcure

This tecer Kerv<s as a hna! wnnsn wamn; in t ^ you trtach*tf Ihf D-soplinary Coc» JIOC

Thji rubC4 serves as J finai wnsan warning vaJid for tvnrve ( U ; months

This warning wB be retained in your poraenne' fits SncVa you be lounC puflt> of fuitner atitncai

v.mla fiiS vrtmng is s'i>t m fo^e trtis warning couW nfU^ace lfi» penalty tnal it <mpot*d on ycu

We refirel inal lf*s ectionri« oeenneoeisar/ancsincBrWy hope Pa: yair luturv

make rl unnecas vary for us to invoke further aCjcn fc ensure ins: ycy maintain *cce?l*t>e lentsst
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<tI<:-t* >

Dais
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TIUMNFT

Af#i£XUREC

Employee name

Position

Suspension from duty

Cea'

Suspension from duty

pre uaicai ID trw invositsa^on na IN) »*«£«a m sco«Jua ' mem ertianoer ihe weS-Deinc cc sjftry

or e,-npJcye«s y n^jht eitiar-scf th« Mfe--> of trw p-tipeny of

/, jcu ere xuspendM fcam duty vnff* irrmwpaie e"tec: w^nOLi loss of p»> or

pendng Ihe cutco<n« of the invtsbgalton Inu tf:

Vou may not i n« r Transr.e: s p<etr*s4i CuWf l i f t CCUI

Ycu wP I M notrf*c o' L-M aulc»n« of Lie fivflit^aijcn wnm it is f o l d e d if rt transp-jts r a i there

u svfficsir.l evrjence io f fpce«(J ««tn a di«ap'nafy cnairry Transnci wll nctffi»i you ol [he cf-fl,-£«

ond c3T«/ reievinl delays m wrtDnfl as joon as faascoayy posjitie

O«o«ndaig en tf>e orcumsances a) ftfll time Transnei m»y exisod you/ si«p«nik:n inn ttt«

coapunary scurry has be«n fmertac Ananjerrwrxs WJI be made (or yo j u> consul wiDi

wrtnassej who i re tmptoyvas of Transrei. during any m e n o r t peood ol (usoeni on rf yoj v.un

PUa&e none tftai Ihn siopenaon ooes not n any wa/ ccnaulLrts a judgment nor Coai H any way

»n(>ty Wamti in the rraTlfff ii rs fnereiy a p/»cajtiorfflry niaasure in terms C the flisclplnar/ coo«
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Manager

Dats

Employee
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r-r ANN£XUR£D
r.

Notes to Attend s DtoclpKnary Enquiry

NAME OF

DATE OF NOTJC6.

You af* terete nocfied lhai e d sc<pfcna/y fwann^ vn] be h*te cr

DATE Of HEARING _

TIMEO? HEARING

PLACE Or HEARiMG

Ycu have the ri|jtn to D» r»pr«sr«d 8i C-m Ctxjtfftary anaurj t y g felic-/. »t^lcy«s H is JOL.'

r&spor^ibiuf^ to arrange f c Ji>* naprftsontatxn

You have the rglr, to t-t>(r;li cocumsnlary evidpnee. to cell wttnesaas »nd lt> t?05fr-ejarrine

wi l r*«es «neti by irw empio/e*. Vou nus! maKe Ific rre^sia^y arrars«T^n"j fa- yoor c^-i

U) artsnd the tiaamig ff any of your ^itifrs&e> STO err^oyess of Tranjnni yoL mjsi

ix MTvi»di«ft supwftja o( their narraa sod detaia oalore V* fteanog so ina: rw

O' 8T3ngemems can bo fr^de [2 release ffwm I/om (Jury

3 If you m q w * on iilnTfBi&f pleai* aamsj- Lhe parson w*W jignft3 L-.J rcuce sufloarCy -n

of tne siQuiry so Cf>al one may c* a-rartged r e yev

win b t gTVfc) tne opponu-iily GL IT« 6&o$<i^ry tnqtrfr> lo staie your C3M and defend

u f f ' Don m resoeci of ffio aflejattons of n-.iscooa-jc and in Ihe Ctftanrinaton ol a ssnoon

Tflio 0/ pwian wgning newca
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K err.pio/zs. By s^nr^ ms form jx-u sine'/a&iwtttJgt l^tyou/iert rtct-vtdths r.cic*
of the &sdpSf»r/ enQ-Jry art) tin no way eowfcrfwai *ATVK«/) «/gwfr

Ssnatyr, tt empic^

SpgrwXf^ofw-Aass
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IRANSNEf

r
HUMAN RESOURCES

DISCIPLINARY CODE
AND PROCEDURE FOR

BARGAINING UNIT EMPLOYEES

Policy Numbon

Version Number:

Effective Date:

Review Date

Compiled By.

Sionature

Authorised By.

Signature

TfGroup 1/2011

1

01 June 2011

N/a

Group Employe o Reiaucns

fransnei Bargsirins Counal Panes
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1. PURPOSE

1.1 Th« pmpoM of ITiis DUclpflnary Code ar-d Pjoceeure it la •

1.1.1 piomctt construcifvo. ortfirty infl sifa ccrajud,

mutual respect amorigi! emptoyics »rjJ batwien employees and Ihe

wnptayw.

1.13 rwjulal* dobpfine In a sufcjlar.toery a.-J prcccciurany lair .-nannar,

1.1.4 pramoii (ain«a, cenainty and ccnsiilBr.Ey in tm appbcsBen oldUdpinc:

1.1 J nUb ish prtmspto. standards and pfoceflurei to be (oDoncd In ndai la addra* my

and

1,1.6 enojur*g« tmptayics la aChtia la thi spprrpfiale itandordi of conduct laqutrtd oi

thorn by provtitoQ to piogrvuhs and ccfTnaJ-n ea-cn.

2. SCOPE AND APPLICATION

2-1 Tfib Dccipnnar/ Cede ar-d Prcca^uro *ppl s i to Uv bargaining unil imployaas

L mittfl. smpadiva o( dia enp oyat'k QfaCe or whaihir Bi« empioyea Is or, prctaUci,

empioyvd on a Hied-lrirn ccnlrad or *mptoytnent o>" a conUact o' indafrul

3. INTERPRETATION

3.1 Ttil i Dlodp)!nacy Coda and Piocadjx mutt bo riad logcfur wlh olMr tmfloyM-(*la!ed

pcfeici iuch us Uw Sjbilanco Aou«a Policy.

32. In ttta Disdptntry Co4« and Ptoctdur*. unMss Iho conlut indtcatas olhorwiso -

3.2.1 *tby* iraara Monday to Frtd*y tjetuding p'jtlc hofidji-s; and

3.2.2 '(rada unkm' rr^ans i trade urtcn (wspiizad by tho f/rptoyaf in leims d Ine

RecognttJon AgrsamanL

4. PRINCIPLES

4.1 Disciplinary acticn Is s managerr.en 1 function a

42 DftdpHnary acScn muit be kryttmar.tti in a p'Cirpt, (air, coraULenJ and

mafltiir witAOul lawortJsm or un/ali dilcrimlrvs'Jcn.

0058-0373-0001-0029

TRANSNET-REF-BUNDLE-02457



' • " " • ' • t " '

570

J

4 3 Tn> nuployir must m*ka •mp'aywi rmrs ol and urdentand the woritptac* nrigi lhal

rrcual he compT*d with wid U;a slan3a(d3 required ot Di«m.

4.4 Tha employer musl maJi» afisr-j ic ccrraei «.-tipoyea'i tehaww Bwwst) s system et

jradualed meaaurms such as counselr; and warrtfnj»

4 5 Tfis ratun tnfl Mvemv o( U» tmpfcyei's a lefied rrdjcorAjci d«lenninaa Ifis nalure ar-d

e£in i of Uw dtuap!mar> sdcui Thii meant tr.ai Ui* emp'oyai musl, utte-T apprcpriaU,

corad and tmprava undjet r. We ncm^l uurso cl ihcrk, and, whem parabta. lerUo

cofnpUtils •! Iho lowest hv«!. Howtvif >f Utora «r» mere serious Inlrji(]enienl5 o;

' tpraUd mrscandud, Icmol d sdphnary pjocetturei il-j;uld be (nvoked.

4 6 D idplnaiy prccaduras rrtst t c \ai, viKch rrcana thai t s o m'ritnum:-

4 B.I The unplcryta mull t * rvel Ctd •( ITi »*Ugationi ui ir^ a term and language thai the

emplcyve can untJenrtard,

4 6 2 Tfi« impoym rf-uil ba ekrw«i i n eppcrturvty to j ' jse a case In rupcr.se ID If̂ e

•so S3 lions, ind if ina •r^p'oyoo t« found to r w « esnvnitlad misconcuci lo uata a east

conctmtns i n appropriate sanction.

4E3 DtpDn<Srg on l"n rvatuit «r,d csirplexjl/ Dl ine SDQQII'OTJ. ff-e eraplcrfEC rrusl t *

fflofdod a re&sonsblfl Crre lo piopara B lespcrta

4 6a During d*d[>lnjry piociUOi ma tmp'oyeo l( anIKIsd 1c nprelflnlstion as sal DL.1 ri

paragraphs T 1.1 and 1 2 10 J fespedivaty;

4 6-5 A,".ar U I I hawing, lha amploysr must gha Uw amploya* wrinan noWkailon ol and

reasons for ina iltcalon

4.7 SuOjoa to ffia baa c pjlndptoi D! frocadural b l rmui w l cui [n parapaph 4.6, d ifcp'nary

procedumt should bo ca.ihid out with Ihe rnirJmimi cf l#jal (orrralty.

4.B In offier Ic B!V« offeci io itie oSJcclivc cl trw pruniFl ind ipoudy raaoluCcn cT d adpOna(y

maltori, tha Ums ptrioda lp«df(d In Ifts Dscpliriary Coda end FiccBdwo mu*'. ba

«<ai«r»d la unMi* tM*t» Is in iitctpUoA* % bulion and gocd C3LSS not ic do JO.

5. TYPES OF MISCONDUCT

5.1 Misconduct of * L u s Sariout Nilyr»: Oapindtngonffia rvtixc, ctaimilancea

Impact ol Uie misconduct, mracencoc o( a leu tat cui natiKg nuy irc!uda -

S.I 1 leas jenous fcriw of astoncelrsrt werttwiihcul

5.1.3 (

Jfv:il frfl t

0058-0373-0001-0030

TRANSNET-REF-BUNDLE-02458



571

5.1.3 kjvino it* wcrit^laea wtthoul authorisation;

5.1.* U l ' i ID f«port Bncss or la arrange for anew lo be rsporud lo Ihe emptoyeaj
supa/icr; and

5 1.5 Less serious forms cl sSan^anUng • fiawabto lawM murucUon

autncrity.

5 J Dapwadlng

less tef^cuo nalmi should, en Ihe whale, bo &*&'l vXD prcgrutfvHy t*gbinJr^ wrth

carrecfive ccumaHng cr a vor&al cr win en warring md piosnuZng lo a format disciplinary

heartng whert Iheti an rep sal ad id s of misconduct

5 3 Misconduct of a Serious Nature: Cepeno ng on Iruj nature, ocumtuncu and impact of

Ihe rriiconducl. mitccnduclof» lencuanalutt w&y -nCuiS*-

5.3.1 l ^ d ;

5 3.2 fnud:

5 3.3 dii>J>«»s^.

5.3.4 Hriaue (omts of d •regard ng a njw;nabrt la'Jifd InsUudion bom e Compilen:
•ulhorily:

SJ.5 WadaL'on or taing wider VIB Influam oF tfnjgj Uut hava a naicoln: tlfici wtiDe en

duty;

5 3 6 serious naglvd cJ duly,

5.3 B awumiflfl a ihnfllHiLng atbUdo brmrdt s lalow srnptoyso,

S3.B MXUa'haraunarl. flTd

53.10 fot'&Jttatns cf«tsonc«* (fom wortcviHinoui lutr^tatcn.

emptayBr may UsUfl S wrUon vramlng et null convene s rfaapilnary hesnng for

mbconduct cl a le/itxis naiurt 1 Lhs commteslcii of a m*ajndud of • Mrkwi n«Ium cou'Q

lead lo a &ns> wriflan warning or d-'*m isg:.

5 5 Ouartlon: Will Do CM I win in tarms cF paogroph 5 9 o* U-o Tranwot Tenninalicn Ol

Empttymwl Pof*y '

I n(tl< liwictt Tcnxiruitm ft lie;. vi>da niislaS Deim-en or cbia*diat-V iy nryltfte Jtila Ito

~J J.I On JeiCTioa ei Jhi^tafaiesi by ibe tm^imta. >hc css lcw -ill »̂ Jftja! la toil miyiri irtihoui s em

P.c - £ el 2-1

5/M/ii ItjUM
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6. DISCIPLINARY MEASURES

6.1 Disciplinary W«aiuni lor L«=si S*riou» Fomu of AlUgad Mil conduct

Corrective coumellng. verbal wofnngj and wiiaa.t wimings ire medical/-,

av^aabta Fry loss lerous termi ot mitcacvkia

6.1,1 ComcrJv* CounsaUIng

6.1.1 1 1' Ihe miicandDd teof afeai terloto naUjm, ond if.ar ecmirJarung lha employ**'* or

the emptoyoo's riofcsantalr/n't topf»ianU!ions HI B ne<Dr{ the efflptoyeu'j tupericr

may ccunia! Hit in-ployea v1L*i • view 1c correcting the mraconducL

61_2 Verbal Warning

6 U 1 If ttia misctinck-d b ot a less *ar rxn nalurB, end eilsr ccn£<j«rlng Iha air^loywa't IU

Uie •mptojM'i repraunialrva'i rqprsurtUIrani al • dhcpirary meelinQ. the

•mptoyeo'i iupeflot moy wbaQy wamine cmployse.

6 1 2.2 Tha pwpcse el It"* veital warning 'a to-

6 1 Z2 1 Worm me employee of lha mlsccrykicl inc IPe iu'« or tundjf i j m« ihe

ompicytt Is rtquimd lo comply wtth; and

6 l i 2.2 corrtcl Vf employtrt't conduO

6 1.2 3 The vctal n-amlrvg b vnlid (or threa {3} (r-cnUU

6.1 J Written Warning

6.1 J. I l l jvdr ta i wwfwio has laJtedorlf an tnrjdsnl Bt i t ipUct V-Jloppeaniofaqulra Rrniat

Bcfun tran • varaal waminQ. out b rial xoicvs •nciifili to warrant a ILTJH wrttien

of dimbsal, Lhan the amplo/BS'9 auparlof may, aftw considering rhe

s'l oi lha emplcyee'l rap'UBrilalrve'i f»B<gianL«[Jcrs, iuua tti* amployoa

wiiniwna«nii«ndng, In acasnianc* wttfi Mr!Mur« B.

1 f - I TnsioO «iK u u n sxitioo a f »ai (=wva( lo i k m i r k / i u iTihe onpiujci Iiib la l o t a
f j j i lo pm'irfc tn orrfiuiian fo k a V r i b o c , im! brb K) ccclxiTnsuef tr.-hia ic
I n b i jbiadcttd l i t tc i «eili oi l Tniuut'i r=uaiuUc tCoTJ u> too lie ilca^Jor™ HT *3WITTIJLJ

1.92 Vtloi psd B I K b •ubiapEaL'y ilcmiKSUjaai by Uc enpicjr: fa ihc 13srca drunjai or tbucoJoni
Tnnici wtfl Kx^xihc liove icMnicn or ibKOiiinusi 111 r^±iiiiira o(l!i:c33UHib]r&i DPJJIOJC ic
iSc enployracil cemnc *lIS xnniaiLc aalbf knii of (be coplcjn'i n{iu£iliiB.Tc&uui'i KicpUuceo
ibe icptCaJM */ d ic ip lc ja >UlbcbKkiJdui Its câ f JJJU'I Uf. *JJ oftnvKa »kliTnmU

1.9.> T.tand ntaiu iu r̂ Sl ta I B I » lay oxntn, bduilb( IOUCC p j . An la TrxanJ t « ed paid V) l i t

;
• a c i fc oubtite) fcj ran=3hle krtmip-ioa bj ICIIEJ B.Tnj Ionia Tmoci <r»

PJS" 6 O

]>MMmoi*M[)lnd9pdr A 1/11/11 IU7AM
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6.U.2 A wrS«:i wonting wlfl iwmaiti in eff*d for eiOw * J (G) or nine (9) mcnDit Ircm In* tiala

d Issue.

6.2 Disciplinary Meaaw« lo» Mora Serious Forms of Alleged Misconduct

m 63-1 tf vtfbalo wrWan warnings have (ailed cr rl enUidd*nl lakes place ihsl appeari

firnur adicn, then [he employe: rray c=nver.g ft (orml dKdp*iaar|i heanng

^ - 6 23 FoOcwing Ihe tfctipUnary hcarir.s at wNcn Vie employee it fcurt gu-Ry. D-*

(Mtti may, after hearing the reprssenlaroni atcul m>'Ugallng and

6 i 2 . 1 tuiM a vtfbsl warning:

6-2J3 Issue i wrttun warning, whfch Is vald lot i<* (fi) or rin< (5) rronthi;

&22J3 Issue a final m i l en warning In *ctt3frfor.cB with D-« prcr/ijioni ofpafajfaphGJ 3;

6 72,4 iiupend the afnptoyga withcut pay In i c u n l a m wllh th i pfovtfora

62-4;

67.15 (j*fflcu uie ewptoyea in Bcordanta wthl f i t pnwisicr-sof paragraph 6 2-5;w

6 J i . 5 dsmres Vw emptoyeo tn Bccordsnca w Ih Ule provistna ct paragraph 6 2.S.

6.2 3 Final Writltn WamUifl

6.2.3 1 A Cnai wriHtn wocnlng V"H remin In ettod lei Iwolva [12} rrion'Ju from Ihe dole ot

iciu*.

6 3-3-3 A espy of l l« final wnCen warru-jj in accordencs w><Ji Annex-jre C mj*l Ca kapl In fre

Bfnp<Ofce'a partonnel file, even aRef ejt^iry ol (he wsmki;. In oitit i la t e n t es a

rrcerd ol m i employ**1) dbopi iar/ hatory.

6 3 4 Suspemlon without Pay

( 63.4.1 Sujpe-mlon without pay E S s»ncl.cn inal may te lmFO*Cd for t»!wson t*e [7] wesks

- " and [wo (2) mcnlhi a.-

6^.4.1.1 dismissal K )UsUf«cl, but I he re an mtijal

6.2.4.1^ the employBB ayiees ki wriTing to ITis umctlon iu in M«marn« lo d'amissut; end

* 3 - 4 . U tog*irmr with Vie •uapem.on \tt empoyee 4 Issued wMh • Tmai nTtUan warning

v*M fat IweJw (12) monlht.

6 3 i Demotion

6.2.5.1 OemcUcn fi e flotiplinary sarcton Dial Tjiy te Impcied if -

P t ; o ' ei 2*

ft
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6-2.5.1 1 dJsn&sal is JuiWiad. tut lh«/i a n mitgaliny draimsiarvcu:

6 2-51J Ihi arrployee agraas to tfii» canction n an aAamakv* to dl/iissal, Bw IETTW arid

deUiU cf which tu j j l be tduced to writinc:

6 2-513 do/nottan '•* fftitDl*: and

£ ^ S 1.4 tos*<tar wtLi iha de.TOlfon D:» t.T.p,'oy»« b issued wtn » final wriQan v̂ 3ml.->g vsfcl
fcrhvs^i (12)roonfiB.

6 2^J The rjduclicn In gra<3«, r>/r4jr-er3:cn lAd tlmi pertcd auc^La^ with th* dtmotoi

must M detenrined a*, the tfadptnar/ htanr.g.

B-2.6 Dismissal

6J.5.1 Oumisial wdl be Bnpowfl ll>

C J.G.I.1 the miscondud Is • ! luch a lariam nalun [hat it has resulted In ttit amployment

rtljlcnahip having lyciten dcwn a; Fu ccntlrMSL'cn hs-zing b«*fi rendeni]

Inlo'-erabla; ci

G.ZC.I-2 lh« ffltsccndtxl wiwid nol ortlnarty result n dismdial tui H^«n c

loSSthef vrth Ihc B^iplcy*«'s prtvtcu* v i l i - v.-riren c Tina' wr.nan

Vrupeci-vq ol wheihor ff.By J-» ratalcd lo ttns lolan mriccnducl, has: fesutlati In the

omp:oyTT.rfi( laWtcnship having broken dovin or IU ujntinuolcn having bev

may be wflfi Cf w.lhoJl paymonl In Hau c' ncL'cn,

u oi tht

6-3 ttpuoetlon of Disciplinary Sanction*

6 3 1 A ditclpGnary isrvdlon that It no IcnQor vald b i a m i K has t*ot*d may not b* (akin into

seccunt whnn dao'dng upcri a new flUcpllna^ lancuo".

7 DISCIPLINARY PROCEDURES

7.1 CourrMfllng inrj Disciplinary Meatlngs

7.1.1 During U)t counieJlinfl 0( didpCiwry ms i ln j , th« «mplay»« may Dt rep man ltd try a

lotlow tmpioyo oi a shop tlcwanj and, in Ihe case c( o shop aiewcrd wtia b alleged ic

ha'fl awnmittKl miscarCud. by a leto* emp'oyee. tf.cp J^w i t i Of union clfidJ*.

7.1 2 Ai accurocMrf or (Sidplmr/meeling the emplcy««'s jopafic* muat-

? 1 J.I intom me tmplcyas anO l f« ernptcyae'J tBp.Tsenlaltvo c ' ^o miccDndud and the njli

cr tiar<!ird ihJt Uie trrpinyoo is rtqutroC Ic cempy wilh,

0058-0373-0001-0034
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7.1.2.2 QUa the amctoyee or We «mptcye«'i r*pBsenlatr/fl an oppcriuna; lo respond lo thB

aSagafcn ex allegations;

ft MOHisry, and oflor censfcfering fr.« amployio'l cr employee laprBsar.UL've's

i , decdo on 8 ccursi d action 10 cured the m tcnrctud 1 a whither k

, Ihe ksulng of a w t a l vniming Cf* WiiBen v/antng. end, fntfio c^ie d

i warning the period for which m* wntun wamMg wffl t » va( d, arid

7 1.2.4 ptaca a ncrie of the corredvs counuilno cr he vcrtui or wrinen wj-rJng initag (rein

O i cxuaeO«; ordoctplinary meeting on M efnpkqrH'i pinonnd Ele

7,1.3 A.n araployif who ia aggrieved wlti B d ro io j i resutbng (rein the csumcing or olsciplnsry

Reeling may rtttat an untalr taCour pradifs da^JU to Che Turunei EvgBhiAg CouftCl n

iccordinct witn ih* provUom of Uio L«oau> Ra'atJcns Act

7,2 DbdpIlMry Hearings

7,Z1 AJ f̂Ou^h K is fea^ntsoil lhat Investigaiiona into lomo to/mj of mJ*conduClmay UAo tong#f

than otUrs, lha enplcyer incufd:-

7.2 M blue tne naUca (o >nan<) a dsdplrur/ tioannB wlhln ten (10) days of ccmpfaGftg Vie

investi$<tjort; and

7.2 1 2 held Uit ctozipfcury hoJrinfl M coon s i o rccsonabty pouJbtc eflar U-A I

7^.2 Noiict lo ABexJ a Dwdpflrnry Hearing

7.2.11 Tfy) tmploycr mtnl grva iho ompioycD t i t eu ! fair (4] days ncUct ol ina disciplinary

htartng

T J J 2 TW nollco u aDand Uia <Ssdplnary naaring must b« In sccordarca »Htn Annaniia A

and rmaL-

slawthelJinamootthcomployoijondHlsorhe/ omplcyts num

12 2 22 sol out Die sUtgalian or »J!«gitioni ol macofMJucL duc^bo Kie

of Ihv IncidGJit Of Incident) ana tr>e QMB whai or penCd wimJn whltf may OCCLTTM

Tha doicripl/on shouU piovfefe iirftcienl de<»3 in CM dor lo alow Ihs

•ceuse<5 of mucoridutt lo pr»par» tor Ih* hearing,

72 1 23 stale ma data, ttma and vonuo ot iho hearing; am}

In'crm tr-t BrnpJoy^e accusad Ql tmtcondua thai:-

575
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xtt K i o fti LU*I*.T Caa rX Pupaaw a

7.2.2.2.4.1 m* crnptc/M nay be represented tr/ » fefcnr ejra^oyee cr • shop tf (ward, or

tha ernptoy«a'* irade uricn may e« :d j , In mO'i campJfli c*s*S, wtMW' • Lnd»

unicn cftdal wll represent tr-fl tffiptcy** prouted lhal ine tauvaifa&iKy c( Ih*

Irada urdcn official is net i ause lor ih« delay o/ the huf i rg .

the «n:pfcyee nay maJia u e cf an int«pnef«f. fcui I* thu empicyee requlfts one,

f.a ci *Re must noirty u-* ompioyni al tout (crty eighl (481 • * * « tatwa tna

hcarirg U«es placa cf the netd t ' an irierproler md Iho languages lo ba

Lha amplcyttf may iubm3 t iceunwltty tvtenc» and b--r>g wttMcses la thg

heatirg, M b tn« prapkr/eo'i responilsitr/1 »fTinga fcr Ms w her n i w s w In

i t hearing. If D>e emp*cy«i ot the cmpioyia's trade urJcn praviilas Ow

wUn lorty tignt (4B) r .ojn Khltan rvotlca. LMi empld^ti tr« r i laai* from

imf'-cyao') i«*n«»aea who wort fof Iho e.fp4oj«r fci orjei 'of Ihnm 1c

Iravtl la »nd adt.-id ma niaring;

7.2.2.2.4.4

7 J J 2.4.7

7.2.2.2,4.8

lha «mploya« (» iho employee's nprnenlBlivt may oois-uamine

Ihdl lh» *mp(cr/ir brine* !c Uio hoaring;

[ha employee win ba Qhian an opporturjly lo rruXo r tpmwiUi ior j tolh In

ralflCd of nil CJ hor deforce encJ, H nic«u«ry, Itw MUnrination c< a tarction,

[ftd »mpkr,ot w* pttrvlac ihc emp'oyao with copies ot the decumams lo be U M H

• l the rearing and gMi s c c n i lo ail Wavani decumsms n ecox^arra wth

ol Ws Cofli;

l i taqwrtd lo *ign bn Dia tpae* pnwtdud «i 9w NoOea lo A&tnd t

iring acfcnoYrf*ilsing lacalpt o( Ih« nodca; and

Ui»

H tha arop'oyee nfmosor lals (cf flcod reason laitUutdlha d«dplnary hoarlng.

Ihe (109ring may continue in hb or her at)* ones.

H tno emp\oY»e acaaed ol rmaconduc! reluaei tJ sign BetaKvrttdtfnji receipt o( tho

retfea, a panon •H'IO wificucti Uie notcu bong g!ve^ U3 Wa trnptoyao rm.'V. tlgn

ial h* of ifte vntntutd Bit ierv:ce ot the notice upen ttie

7.2 2 J

7 J.3 Holify ind Consult with Ihc Trade Union

7 J J . I If Uie emplcyst accused of (rjscomJuci >s a shop siawarf c »n cfTce-beafmf d a traiJa

un en, ui i emp'oyar r r u ! notify r.a tnaa unkn and connll **in Ite irairO union totom

iratludng tf scfft-jry charges

576
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7 2.4 Pastponamani of a PhcipHniry Htarfng

7.2.<.1 A disciplinary bearing may tw postponed by agfwmtnl fcefwwn Ui« EnHLslor and Lie

e/nptoyw of lha employea'j represenlatrve. Tt>a presiding odics/ musl peitporc We

rfadpSiUty hcaHng wiUwui lhe ptftes appearing «t the CfesopUtafy hwring H L"-e

•vQalar •nd the ampiayte or the emplcyve'i lopreosiLalhi acms in mibng to tia

72 4 2 ir (hero Is no sgreiir«nl Bbcul V» panpar«rnini or ir« tftlopina.-/ hmaiipg, U K

peiiding clfcer may grant ]t* pcslpooemenl enly if thare is va6d and sulAoenl ctitan

lor ina poi-ponarntm If the pacspcredcrt is denied at 3 either psrty faJi c rafuioi lo

attend lAe disoplir.arj hearing without gocd cause thown. ihen Lhs daDpTmar^ hajrivj

mull preocd, evor tf it i t in the ibse-icc ol one of the persta

7.2.4 3 It any emptoyco b schedu'ed to participato *en a dadpEnery fo&ing ^ *hal»o«*i

apacW? and return a taia wKMul good o v w shewn to sciano, tM vmp'oy** may

be (ufajedsd to dbctpRnary JCUOD.

7.2.5 Record of lh« Dfectpttrwy Hearing

In* c/nptoyer must i/ranga an ci'ed/ar-Jc recording cl Ihe tieanng end A ml* A not

It mini »opanl s peison lo keep a proper mlnudi ol tha prcc«ad n^s

7.2.5 1

TH« *mpJoy«o i i anbtlfdU) Scopy ollhe olfidrofJcttcanSng, B in

vrai encated. or ina mi ruin.

75 6 ThsmrUitor

7.? 6 I Tna •mpioy«r mo») »ppoinl an Initiator la prowcul* i M miscandu

7.2.7 prci!d"rf>4 Officer •

7.2.7.1 Trie tmptoytJf must icpoint» prniding oKcc.

7.2.7.2 Tne prtuding officar must be Impartial end may not'

7.2 I i I tuvt b«en irruofvod in ihfl awQer belonhand; or

7^ 7-2.1 dBCLSs me metlis ol (he ma Her wiUi any trJorcslud p^ty bufcro iho haarfc-g L

place or DUIMIB tha hoamg yrfiil* W* hearing U*M peca,

7 2 7 3 unless th« emplcyer oppoinU on ulcmai p«rscr. u tfM presiding oflcer, trw pni-dmg

aKcaf must t>« e<npk>yed s( leasi ona tavti h>char ifw-i f i * tmplcye* fcr« aS«B«d y

577
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7X7.3 Ih* eroploywf may, V ie t * ipprtpriala, apponl an astarnal

per*cn to b* • pfMJdng cBxxt e) a dildplinary Manns.

721.5 Tne piercing officer1! ro» h lot-

72.7 5.1 chair Ihe discipiinary heJiriig In • (air Tr.mnor. o** !* !^ "w p*rties urtTictiU

7.3-732 maka th« onptoyta sensed cf n-iaconi3ua a*am of tha nvKCnduci •IMJIUOAJ and

hsoi her rights,

7X7 J.3 raa'nB wnrten SrnPngi fcasotf on t » a^dwice prctanud: ind

7.3 75.1 <1 rwecisary.-

7 J.7.5 4 i lftoid the trnp'oyts K o a e d ef miscondtict and tm» tmtiatc wISckrJ oopwturW/

to prtsarj miJQaling and asgravaBn^ Circu

T.11.5A2 cf*C>da upon »n •pprcprfaio WKlion;

oHh« tancilon; and

7.2 E Human Rcsourct*

7.2 8.1 A rep>**lrtUliV« o l lh« «mpkrjo''s human ictoutcat departnwrl may i t i

dlidpCnary hewing and a£vUa tt-^i piuUlns office; en procedural b i i r t i Ond

lela'Jns lo Wftcfion m cnlor lo tnsw» cmslsltncy. Tiw hkjmsn Rn

raDfasonUiivB must rfliifnt hruenca nor t * p^rry Ic tne printing officef't

vrith regacd to iht

Dtselesura or Documents

1 in erde< to tf1" e^ed in tha ip icdy rasolutcn of dboutgi, Bit IniUstc one iht

w Die cmpioyoe't r»priiEnla6vi must amltavDUi to axchenge tny

Inicnd rey.r.Q en i t Iha htsfrj) tAUrin a lauonablD ltm« Mfere U»

d the heonos. Wr.oro ptwsitJfl. ths offlplcynr tnaid dicJciB Iha

documanls Uiai » ir.ttnts relying en whan n dethers ir.o nctco tc Bllend » ditopumry

tMaring id tn« emp'oyat or i s t t xn e i pcasiUe aJlei Via C«totry ot the f i o t i i

H o w r t / , this doas nd preclude L~to kiitacor aeA ihe emplcyM c lt~<a amployte'*

6cur n^ i rg en a tiacumenl mot was no) aiOiangeti balora Ilia

iU oJ tha fiaarjig, B lher« s a gooC riaicn v,rty H wa« not Oadctffd

and tfw cAie< porty a given an adwtuala onpcrti/Oil/ Ui ccmlder and prepare

B retponse 1Q ffic

Pigt I!

-^•3

r«d pd II

0058-0373-0001-0038

TRANSNET-REF-BUNDLE-02466



579

72.9-2 Th« employer, efnpioyac a/id Vsa> union ol wrHtt tht tmp!ojt« ts • rnambet ere not

rwjuied lo dif 0 o » Woffnaitan or documtnU ccnMining WormaUcn:

7.16.2.1 lhat h togrfy p'MWfled;

73.9 22 e party wnnol (fisdoae wtOwut contravankifl a piohfctUcn Ifopcsed on thai party by

any towcofdct ol court;

7.2.9.Z3 thai n cardidontia! and, X disctosed, may cause *ub*lanS»J harm to an •rnptayu

UM vnploytc or Cie tad* î r'ton ol wtl'di Hie accucd emplay«c b a ntmtsr,

7 J BX4 (rat to private pvscnai nlcnnaiion reUling lo en employt*, imlcu Ova smpkryea

ccnserJs to tha (Tsctos'jra ol B-jl WctmaUcn.

7 i 1 0 RaprutnUHon (or i n Employs* el a Disciplinary Hairing

T i i O 1 Al • cfisdplnaiy Twaring an •m^oye« may b* repmentad tiy • toncw employee sr s

•hep sirouJ The Irada unlcr may doode. tr. mote camp^i c n t i , I a iraCt union

oftcal w71 leprt&onl tn« etnploya* provided thai lh« trade urJon offidaf l i not • cauM

fcf inadfltsy MpcalponoTDentolDT* dluapSnaryhurlnfl.

T5.H Conducing Wi« Hearing

7 2.11.1 Tf;o pr»»idnoofric«rt™aL-

7 i i l 1.1 conluin thai trw omp'oyw accused ot miscoraJud undenUn^ hit of rw nohu as sal

out "i (ho Notice lo Atiand a Di&bplinary Huarfng;

7 2 U . 1 J road Cut Cu ailegabon or aSe^ations cl ntscondutf V,& axtirm |ha< lh< employei

gonl wa efnctoyv* w h u w her rvprawRutstys «n cft-cnunKy lo data wrath*/ Via

•mptoyw xxapla or rejects 13 or pan of [hi nbccrxJuC «it«gat]Dni; and

7-3.11.1.4 prewWefte iniCatci and Ui« ampJoyoo or Iha empfcyWi mprtae^totive-

7.2.11 1.4.1 *ith juflWwJ fang la mc0v*lo Cw* d ies , v^ich may Ind^xh. y t i f * ippfoprialo.

Ihu caling ol v r t nouu

72.1'. \A2 ancpportwWyloquolonino wimanw, and

T i l l 1.4 3 BuopportLjitytasunimaraalnotrcaM-s si Bio Enfl O(

7.2.11-2 Tf*(rtwidlno offioti *hou'<! maka ha D'f>«r findings m wrJln

talar than tvfl (E) day? star Dm corclLnlon c( tna tiasricg on Uia m«r4l of Ifto maner Tho

reoort rmnl »unvnartso the reiavnrJ gv'Jena: and U*e g rx r i j i on which the fsreSnqs WMB

mad*.

5'1i/ii Hi;AW
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7 2113 In B-.TkHHr-g GH • balance c! probabStis* shatter the anptoyeo b

n™c:«Jua ttie pnestfirs oJtcer must ccniiJ-r-

7.2 1U I

75 11 32 1

7 2 11 3.2 J

f tfi« employee C3nira«en*<3 a ruta or standard rasutatir g conduct In. o< cl

u to,

to hav* barn

If th* (Ufa oi standard n u ranliaMin«d, whither of nefc-

inc ruto was »a id or r

Ehe ompJoyea w u a<ran, cr coM reasonably b t

awsre. ot ma nSs c iUr^farti: and

72 U.3.2 3 I t e n ^ or slereJudhMbwnrenMUnily applied by lha i

7.2.11.4 II Ihe employes b found gully ol misconduct. |h« irdiator and omptoyee or Ihe

en f loy« ' i rep~«stnutiv« may 'ead

7.2.11.5

and maHS tutcTrisiicr.s In miisgabcr.

In (Jeierm ruv) Itn ippiopftik: * ana en, ihe p i rd ing o(T>csr must, in crder la emu/e

coruialen^. havg regard to Ihe emp cytr's approach lo (Ssoptno tn tlmlar mails is

7,2.11.6 1 rio pietiCirg clficar's d^csicn wrih teg*it) ID In* undion ahojld bn nude in nriLng 33

soon s i po*s Wn Out nc Ister ^an two (2) days if lej Uw ccndinicri cl U-.o heJfing on

•ar^liort The rapad tr.M br'ariy lununsfua Iho itlavard avidanca W>d me roasora for

Uw Cedaion

7.2,117 Moil dscp'na/y haarngj mhoiA) ba »be loba ccndud*£ in •!>« (1) ivsilunc day. The

fin I part ol Lha hcartfg cens dwi wh«ih«( ot nol lha f mpto/oo ccirmitud ito a^egad

miicamlL-cl Thq p i u dmg clllcsr Ilien pionouncBs en Ittf3 If Uw smploywi la found

Quifl/, Ifin hairing rejumui end ccnxCon Iho bsua cl wncUcn, which inn presiding

oTiC«r pfD.icunc«i L-pan after consJ^eimfl tna partici' *ubmtaslona. mbitct lo tha

provisbfM ol paragraph 7 2 ". 1 B

7.2.11.E II lha l snd fn l i einiasal. the trnplayco'tdsloot dtimljjal is tt\e ilBIS upon which Uio

ia r< lx i is daHvered to Uia emp'oyos

7^.12 Rtforral of a DbpuUafUf* Disciplinary Heartns

7.2 12.1 II Ihe amplcyefl * oggne-vsi by the ratullof a diicplnor/ hJO/hng or tha lau îess of Ha

prccadura adopted Curing s disc prnary haarlng tx bo\t\, the err^Soyet nay liter a

dlspulo lo me Tnnsnal Ba^gj n-rfl Ccuncd In laimi o' fta Litcur R»'alioiu An. 1995

(Ad 66 ot 1S9S) ACiiputBiolalirflloanunlairlobcjr pracuce wunlaii danatsat must
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b*ra!«rrKtwittvnlhstiin« periods ipedfljd in McCon 191 [b) ol 0i« Ubcur R»UUcn»

B PRECAUTIONARY SUSPENSION

81 A* a ptrauticnary n u m g , me emp^ryer may su»?en<j i n •mp tyM on M pay bttara a

dicplirtary hearing taVe* pUce i l .-

B I T Ihe enplofor has, on the beg of H, S justiTabJe rcnsco Un fce5*vo Gial UT» empioyw hat

engagtd in w r « v i misconduct, which may laad to D-« tmploya*'! ditmiual.

6 ) 2 lha vnplcyv haa an objectively p^jfaClo reason ID d«ny ih< •mptoyta Kcas i to

wofVplaca based upon:-

(1.2 1 Irt! M « 1 lo prolocl Iho mlognly Q( BU !nvastir;aiicfi or tfw'p*«ry Mlrtng: <v

B 1-2J «jmeoih«f «l«v«mfaa3rUaiwoctlp'ae«l»iBifiv*iiigBl:cn. diicijHir*y hearing or ih«

irJofesla of \hs effeded carim In j

8.1 3 Iha impk>|iM is given • (air ofportunity to state a case btkut tht omplp>et maJtr* any

Tnal (naiicn lo suipand lh« amp'cyt* by C"ing lh« arrpicv** • wriUan nebc* ef immlion

to i i i t x n d twhjch cdnLanj ihc rcasoii (cir Ihe piopciM (usp«m«n In a^DtlancB wilr

Ajinarjr* DPart 1.

B 1 * Th« tmp^yM may be sent home pcrC ng Iha eulcemi DI lha iu£p«ncion Cadtlcn

pf ovfci*d trul ma suapens en eeaslon is Tiado *4J*i !wiy Blg-M (16) ficun

B.1,5 Rs'ovinl [odors moy flduds ih« aaftly of «mpto/«M BJid ollur pm-ion*. inC Itn pcsr t i l ly

cl hlcHoTtnn * *h vrtrcsses ar<Q • tctron C Of vnllcn docufncnla.

B.I E Aertcautonary luspsnaooi* «a"W to' u? lo rwo (!) rnonth) only.

B 1 T Dasp-U DU ccrtHnu cl paragraph 6 * 6 -

B 1 T.I H • ddaphnaiy rxaring (-*3 no( be«n convened woOWi hrt (3) /nonira Dw ampioyvr

may axland th« $uspen$«-i on U l pay (or o furtnet penod ol tvro (2) rnonUw •f is ' again

sida'ing ITw faCorj u l cul in paragraph S 1 2 anC i i s r earHjio^lfifl [ha t inptoyn ' i

ns. H on/- or

UKB I91{lj(b] Una i s ~[aj is/aril . sam be mtit • ncra
p Mdif i of i t r i j i rnf Uuduaiijiil w. If n b i Ixe £iu, >nlu 10 t i l l or its cspl*)3 nilu3| • fuuj

(a) 9Q£j7i ofibc diicaf At *CE or amittca ^^ch tllrgcdly ca^snutu j?tB£iu bbourpneic? v j f t u > b ^
erJUtAn Wdwrntftt ibo en "bitii ih; egplBrgt tcogi* r '» t oltt i m nrngjtJja *

P«9i 1' ; l 3*
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I?

PI rum i u i i t i j i i_Tlir T'II'IIJI

fl 1.7.2 iifiliicfpbruiyMar'nghubainconnnMJ.IMc^alfFananolOixihdplna^ tearing

mr/ extend tho uupuuaR en fun pay altar hearing Cie rapruanuwm ol I'll paftU

and corw&flrtno Iho fedora H I out in paragraph a 12.

S 1.8 An «np!oy« placvd on pnaitfonaiy tuspomicn may ntfv an uriar labcur praclici

diiputs abcui an alleged unfa < ntsperaicn to the Trans*el Bargein no Ccurtil.

9 CRiMIKAL OFFENCES

G 1 The smptoygr irtay dsciprfftO anempioyti who has J criminal caw ptnt^ig be)o/» t)"t

co^Xijilcn cilha criminalpiocawSngstlL^B 'asueaOTVmp rise toffis aiminalprocM^ngssre

o< rcto'/ance to [ha v/crkP'Scc. c/ejud ces Die tejitimafa bus'^iejJ Inlemts of ̂ o Bm;faye; a

Un relat omhip a! Inn I find carXflonca bar»*«ri Ifw •/nployat and employee

92 II • notrwcewflfy 'of ihBBmployei Iowaifcr ihe ouicomanf ary criminal JWPCMdings bttors

corunenchg dtec.pl!niry proceed ngs In tMf-od ol iha u m e otfence.

8 3 may continue w)Ui 2 C ispSnary hearing H i n empfoyM chai^od wiih

fussi to ie«i (y In i iSicJpl nary hoartng (or IOJJ mi l n-« cmpioyte m y »oif•

Innmr j le tumci htrwK J I pend n ĵ crmiTal procMO ngi against l i e jrnployse

G t Tfla •mpioyvr mirtl rrwkt raas;nab'« %Kai\S ID 5<™ m employM mho tt In priton awaKrg

b i l a r , cppcnunityio»ia:ehiscf h*' caiabaloie dum'u rig lh« employw, rtih- em

unnol rMKr^bfy be sxpcc'.cd nihoorcurrjUncei clifta partieutof « i » lo heap it

povtcnopsn until ins cnmindlptccvidnsf hsuc been finaliKd.

M L3 . %
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V7,

ANNEXURE A - Notice to Attend a Disciplinary Hearing

Kanw of Employ**:

Data of Nolle.:

Kindly Uka nets ttul a tfiscpBniuy hearing «a la'tt place on -

Data of Hearing:

Tbna ol Having:

V«nu«:

commlnid by ycu;-

a to earnest ih» loilowngMltgitioruol misconduct

Kindly lake DOIB liu*L

1. Ycu nay be repnBlintotl by • View ttr^br/to. a Itios sleward, o< in Ihe ortumil«f«Lts

outlln»d in Ui# Oiaopiinnry Cod* ondProudum by a urJon oflio*. Ilia your r

k> »mnp) tor a

2 You hove U--o right lo an Inlarpieier. li H your tispcnsiilrty Li DCU^ Ihs •mpJoyu' al II3SI

fcily aighl (4B) hcw» b*fcru Ihe headng b*gina IInl ycu rrqwim an biiitprour •nd tha

Unguagd to ba \nitifit\oC.

3 You may bring wto«n«s to Lha testing and (Uboiti documentary avlfence. II U your

mfcnalbHity lo Kraogt tcr Cit wilnasies la SDend It* iManng. tf t n ycu or jour

representative pravidti tr ty eight (-IS) hcun wntlen notice, lha Bniploytr vrtl nl««so Irora

L3
/

Ml/11 I1:1JA.»
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incrii your « i l nusH who work far Ifts tmpteyer m order for them to i-ave! to and iHerd an

hearing.

4. You win M Qlnn «n cpacAiruty ra c r e C ' t u m M U-.« U^U-ASHS trt»! tha tmp'oyef brings to

F S Thcempicyt'wl pro»j!« you wW". spies of [he documents lo ba tatd altoc hearing md

I o M you icceu to iM rdtvanl dacunwrto Ihsl $n net gonfidenlitl tni pmite or prnrlagftf

6. You wiu b# (rvtn an opPdirHy Ic make ras'tsai^U^ons both In nupad cl your Ustenci

and, ir ncccuaty, L̂ e d i l v r r i ' na i ^ of a ra-clrorv

tmployti. By PinrQ th.1 !cm.

DaU
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ANNEXURE B - Written Warning

Employ ta;
Position:

Dear

Writtan Warning

Tni* letU' carvH at a witntn warning mat you hava b r n d w l (M Gtscv'naiy Ccda ind

Proctdure ri^elcToi'.i-ignupecls foiiarld*te udOeladsolmacondua]

The* wrtlan wtrnjig a vaU few alx (B) / n lm (3) frfrfefe trhlclKrviu- Is nol tpptiabla} rrcntfu l l

will to ftla'rgd n j2u: aarsc-Ti*'(I « II ycu aro levnd 1^ havo eommiled lu^nef nuwonmie'wndo

i h i wimnf l j m place, iho warning could i'Jlusrct Ihe dac-pJinary MfdiDii to M Impcseetufon

yen

V/a hap* thai yo«j * I ceneel your fLIufo uviduci thai a>vj lhai furtRer £>aapE nary idkin * i I r-ci t«

ntcesury

/, (A* (.-ndtfi.fi*?. understand ttio contents ofttus loOmr and tcliAO*teiiga ttcuipl of A

:J

P* ; * 15 c[ JJ

v ft
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ANNEXURE C - Final Written Warning

Employ**:

Pcsllion:

Departmanl:

Oejr

Final Writan Wanting

This letioi isrves u a fijijt *ijlon warnng thai yc-j have breitfisd Ihe Qlsc&rwy CoC* srd

Prccadure in the tartww ĵ («jpeci* flruerf tfafo

Tnb final WTiSonw*TJng * vaW (Ci IWSIVB (12)frtonlM. H «« b« tfUlnM In ygw porjcrwel lie U

VOU an found lohave commUlad lurthef mbcaneuc! yi(w)o tha wo^ngi* Inpaca, Itxi vraintng

oouti Infacrcs t » dsdfCrafy janc^cn lo b< krpcaedupci JT:U. which cci^d ineudi tf<snU»M'

Wa hcp« lh»'. *;3 your fulu/e ( lhal »

Yam

'. ln« undefjipnea, a corianti t> thh toHar tnti a&rcrrfedga rvcaipt oti

Dale

P»;o

$/*i/tl
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M<3P<£T PCLCt Bui R> /C: I S J I fci t^-jin^j V-l

ANNEXURE D: Part 1 - Notice of Intention to Place

Employee on Precautionary Suspension

Namt of E/nploy»t:

O I I B of Notice

Kir-dly laka rwie iha! a » prtcmiicrufy mejiure, N ej ifta tmployii'c IniecKkm to pUca you 0"

wit\ lull pay pond'ng L*io wmpleton of an ̂ ivBSL^aCDn »od »(S*cip*nir> hearing Tne

liflatJcn and disdp!'na-y hearing v̂ H c=rj:def

It c pmpoHd thai ma cc-uf>Da^s auscti« lo ycur tuipention on l i i i pay »rfl be

The fBisons lor cQJiiC«ri-->g UUJ ijecnoo a n '

Hmnvtr, Ewf«B tha dads c • U lu iMnd you « inida. ih« anp^yi r rc<}uasu TOO to mate written

Eusrasslcra roQaid -g ycui usoetision on UJJ pay wtihm forty * . jh l (49)rioun •< thi daleol

iiinoUca. Vou/iutm»siofi»mi^lt« MniW

One* \to vtylajtit hai cons dered your reproaenbbw.s II will Inlorm you in wrung whornar

you havB frthflf b«on pUcac on lutpention or) ful pay or_thal itxj hav* no] De«n HOpenri'd tnd

will rama n el wcrK penrJrng Itia oulnwnc of Lhe rfisapmefy hearvifl

Not* 10 employte: Ey inj/wJp I/UJ fc/m, yow Simply •cfwDw'stfs* lh»l >TJIJ fiowe
rol ro encf ywi do «£l ( i l r f f/ial you a/t cufll/ 0/ M / *%s*frcuii pi miitocttuG

Employee

&

I d l f l HiJ»U
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ANHEXUftE D- Part 2 - Notice of Suspflnsfoa/Tttapona* to rapras ant* lions on

auspenslan (ditili trfWchewfx no( mpplicahtt}

Nam« el Employs*:

Oat* ol Notict; _ _ _ _ _ _ _____

Tho Nefee of Jnuntcn to puca you on Prtca—l:onsry Suspense? l tutors

You Vf*n invited tn lhal nglice lo make reprejenlnUt^fi as to v>ny yuu ihoaW dot bo sus

ponding the tnafa»tfcn ol Itie rvesbgalw flnC lubso^uarJ d *bpTuwy pnxMia You havt nol

made any rtpreSinLjtiora/Tnnanot h u now c o m l d t n d yojr rapfrtcnUUom (dtltla

whichawr Is nol

Tranaml ( u i dacklad not (osusptnd you based on thf r t p rmnUt l o i u m«dB/Trananal tvu

now Ukan th« decision lo auapand you on full pay pending (h« ftnalinUon ol lh«

tnv« BU flation and I ho &nc\pUn»ry pfoea** You ira hvrttly auspandad from duty «Hlh

[nxncdljle tRact without lass a! pay or Ixnt f l la , pending I ho rlnaltsatian of t f i t

Inv«Ugallon and outromt ol lha Dlictplinary pr

You may na l tn ixTran ins t ' i pramlsts during lhacouria ol (til l !nv astral'on.

Pleasi fidla Ihnl Ifcis iiispantlon doet tiol In any way comliiula • |udgm*nl nor d o u H any

way Imply Mama tn Ihfl msttar. II l i manly a procauDoniry mtasura in tarms ol Uit

•iadpJtn*ry Coda ind procadura (daltli whlctiavar is not tpptlabta).

You w*J nceivB a noGlialion lo anand • diseipTnayy naaring i t l t i rc out tna dXdpnnar/ chvgas

agsiml you mce ire b>ti('ft«jDi has been •onfit«<J

Manogai

Nota lo amploy*«: By tigii-'O "!'"' ' c r I n . Z 0 " sonpb ecJtiortlaOgt thai you t\evt ractrvod /hie
iiouca and ymOonsi *tod that yen an purity at

Employes Dal*
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SIGNED AND DATED AT JOHANNESBURG THIS 2k DAY OF MARCH 2Gtt

Foe w«J behalf of:
TRANSNET UMfTED

SIGNED ANO DATED A T a & "•VT* =* t «*-*> If TH!S DAY OF MARCH 3Q11

Fof and on ta
SATAWU

JL
SIONED AfJO PATED AT > ?

LO

T H | S XlnO*. DAY OF MARCH W11

oh bohalf of:

Wltntss
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IRANSNEr

PROCUREMENT PROCEDURES

MANUAL

(PPM)

A MANUAL FOR PROCUREMENT,
ACQUISITION COUNCILS AND CONTRACT

ADMINISTRATORS
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PART
PART

PART
PART
PART
PART
PART

PART
PART

1
2
3

4
5
6
7
8

9
10

CONFIDENTIAL
(FOR INTERNAL

PREAMBLE
PROCUREMENT MECHANISMS
ISSUING & RECEIPT OF TENDERS &
QUOTATIONS (RFXs)
EVALUATION
RECOMMENDATION
CONTRACT ACCEPTANCE

: CONTRACT ADMINISTRATION
: DETAILED FUNCTIONS OF GOVERNANCE

STRUCTURES
: BBBEE
: DEFINITIONS

USE ONLY) 26 May 2009
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1.4 Scope 3
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PART 2: PROCUREMENT MECHANISMS (PROCUREMENT PATHS)
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PART 1 : PREAMBLE

1. Foreword

1.1 Transnet Strategy

Transnet is a diversified freight transport and logistics company wholly owned by the South
African Government. With over 48 000 employees and assets in excess of R100 billion, the
Group provides seamless and integrated bulk freight services through its Operating Divisions.

In terms of the Public Finance Management Act (PFMA) the Accounting Authority (i.e. the
Transnet Board of Directors) has delegated the powers for the day-to-day running of the
business to the Group Chief Executive, who in turn has delegated certain powers to the
members of the Group Executive Committee, with the power to sub-delegate such powers.
These Procurement Procedures are based on the abovementioned principle. The GM Strategic
Supply Management is the custodian of this document and the only person with the necessary
Delegated Powers, working in conjunction with Transnet Group Legal to effect any amendments
thereto in line with governance and legislative changes, ensuring that these support the
continued operations of the Operating Divisions. All procurement within Transnet shall be done
in line with these Procedures. Non-compliance will result in disciplinary action and depending on
the severity of the non-compliance, possible dismissal,

1.2. Supply Management Strategic Objectives

(i) Transnet's objective when procuring goods or services or disposing of scrapped or
surplus materials is to achieve optimal value and efficiency by adopting best purchasing
practices in Supply Management, ensuring where possible that open and fair
competition has prevailed. Due regard must be given to the importance of.
(a) The promotion of Transnefs Interdivisional Support Policy;
(b) The promotion, development and support of Broad Based Black Economic

Empowerment (BBBEE) initiatives;
(c) The promotion of national and regional local suppliers, who are globally

competitive, before considering foreign suppliers, and
(d) The increase of National Value Add (NVA) in terms of promoting local

manufacturing as it relates to Transnet's Competitive Supplier Development
Programme (CSDP);

(e) The development, promotion and support of Transnet's Code of Ethics on
Purchasing, which requires that all commercial conduct be based on ethical and
mora! values and sound business practice. This value system governs all
commercial behaviour within Transnet.

(ii) Transnet will strive to procure materials and services which contribute to its mission
which is to anticipate and satisfy the requirements of its customers for highly responsive
and cost-effective transportation service. In order to achieve this, Transnet is committed
to working with suppliers who share its goals of continuous improvement in service,
quality and reduction of TCO (total cost of ownership).

(iii) Transnet will in the interest of standardization and competitiveness strive to procure
commercial off-the-shelf (COTS) commodities instead of commodities unique to
Transnet. The practice of drawing up Transnet-specific specifications for articles similar
to normal off-the-shelf products has proven to be very costly for Transnet. This is due to
the fact that manufacturers have to reset their production lines to manufacture non-
standard and sometimes over-specified items. Hence Procurement Departments and
officials must engage on an ongoing basis with their customers and the relevant
Engineering or Product Development counterparts to ensure that in no instance known
effective COTS solutions are overlooked for one that is customized to Transnet unique
specifications, and to ensure that COTS solutions are being tested until approved so
that customization can be kept to a minimum.

(iv) Transnet will seek to develop and maintain positive long-term relationships based on
mutual performances trust and respect with those suppliers who demonstrate their
commitment to Transnet's shared goals
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(v) Transnet will not do business with any agents ("middlemen"), who do not add significant
value to the supply chain. In such instances Transnet will endeavour to contract directly
with the overseas and / or local OEMs.(Original Equipment Manufacturers). In the case
of dealing with overseas OEMs for relevant CSDP targeted commodities such as rolling
stock and port equipment, Transnet will negotiate meaningful CSDP localisation
initiatives directly with such overseas OEMs as part of their supply agreements to
Transnet. Please also refer to the Supplier Development Plan (SDP), copy available on
the Transnet Intranet, signed off by the Ministers of Public Enterprises and Trade and
Industry in May 2008 for implementation over five years.

(vi) Transnet will also commit itself to being clear in its communication of requirements,
professional, courteous, fair, factual and responsive in its business dealings.

(vii) Supporting good corporate governance by ensuring the preservation of the highest
standards of integrity, objectivity, fairness, efficiency and professionalism; and

(viii) Promotion of an efficient and effective Procurement Policy and procedures so as to
achieve optimal value for money based on life-cycle cost and quality (total cost of

> ownership) to enhance competitiveness of suppliers through the development of worlcl-
class professional procurement mechanisms.

(ix) The purpose of one uniform set of procedures for the whole Group is to achieve the best
of both worlds, namely centralization and, where necessary, decentralization and
facilitate a uniform interpretation internally as well as externally with Transnet's supplier
base, whilst complying with the requirements of Section 51(1) (a) of the PFMA and
Section 217 of the Constitution. The procedures also provide clear guidelines on
aspects such as:-

(a) Contracting with other organs of State,
(b) Subcontracting with main suppliers prepared to promote BBBEE from their side, and
(c) Preference to BBBEE enterprises in terms of pre-determined qualifying criteria.

(x) NB: Transnet's Procurement Procedures as encapsulated in this document (PPM),
aims to lay down the framework and minimum standards and procedures. Other
procedural manuals, either from SSM, or from an Operating Division or Group
Function, should be read In conjunction with these procedures, Please refer to the
relevant Annexures where stipulated in this document Below is a non-exhaustive
list of procurement (and disposal) related policies and procedures that are
available on the Transnet Intranet:-

Procure to Pay Procedures (P2P Manual)
Reverse Logistics Procedures
Contracting Procedures Manual for Strategic Sourcing
Disposal of redundant / obsolete PC equipment
Disposal of Cell phones, etc.

1.3. Guiding Principles

1.3.1 The Government of the Republic of South Afnca through the Department of Public Enterprise, is
the sole shareholder of Transnet The following have been taken into consideration in the
formulation of this document -

(i) The Constitution of the Republic of South Africa which stipulates, inter alia, that State
procurement processes should be fair, equitable, transparent, competitive, and cost-
effective and that the imbalances of the past must be redressed.

(ii) The Public Finance Management Act (PFMA) (No, 1 of 1999, as amended).
(iii) Preferential Procurement Policy Framework Act (No 5 of 2000. as amended).
(rv) The Companies Act (No.61 of 1973. as amended)
(v) The Competitive Supplier Development Programme (CSDP)
(vi) The Framework for the Operationalisation of Government's Procurement Policies m

State Owned Enterprises (Dated 31 July 2001).
(vii) The King Reports I & II on Corporate Governance.
(viii) The Electronic Communications and Transaction Act (No. 25 of 20O2j.
(ix) The Promotion of Access to Information Act (PAIA) (No. 2 of 2000. as amended)
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(x) The Broad-Based Black Economic Empowerment Act {No. 53 of 2003, as amended)
and the Department of Trade & Industry's Codes of Good Practice.

(xi) The Prevention and Combating of Corrupt Activities Act (No 12 of 2004, as amended).
(xii) The Promotion of Administrative Justice Act (PAJA) (No. 3 of 2000, as amended).
(xiii) The Competition Act (No. 89 of 1998, as amended).
(xiv) The Conventional Penalties Act {No.15 of 1962).
(xvj Transnet's requirements on Interdivisional Support, Preferential Procurement

employment equity, profitability enhancement and social & environmental responsibility.
(xvi) The National Railway Safety Regulator Act (No. 16 of 2002) - also see paragraph 4.4.3

below
(xvii) The National Ports Act (No. 12 of 2005)
(xviii) The Construction Industry Development Board Act (CIDB Act) (Act No. 38 of 2000)

In addition. Transnet actively promotes the development and advancement of persons or
categories of persons historically disadvantaged by unfair discrimination. Transnet would
therefore prefer doing business with enterprises that share these values and who are
prepared to contribute to meaningful BBBEE initiatives {e.g. subcontracting, JVs etc.) as
part of their tender responses. Transnet will accordingly aliow a preference In accordance
with the 90/10 preference system, as per the PPPFA, to companies who provide a BBBEE
Accreditation Certificate. Refer to paragraph 9.2.3.3 below as well as the relevant clause
In the different RFX templates.

1.4 Scope

1 4.1 These Procurement Procedures are applicable to all Transnet Divisions (inclusive of Operating
Divisions and Specialist Units). The Procurement Procedures aim to set the minimum standards
for compliance, however, CEOs and their duly appointed Acquisition Councils may impose more
stringent rules and thresholds than those laid down in the PPM
Transnet businesses such as Freight Dynamics, as well as divisions and businesses which have
been privatised (e.g. Autopax (Pty) Ltd), and where Transnet still holds the majority
shareholding will also be regarded as Transnet Divisions in terms of these procedures.

1.4.2 These procedures are derived from the Transnet Procurement Policy, and should be read
in conjunction with delegated contractual powers granted in terms of any Special
Delegation of Authority, (e.g. delegated contractual powers of say R5 million do not
derogate from the monetary limits or jurisdictions assigned to specific governance
structures such as the Divisional Acquisition Council (DAC) whose minimum monetary
threshold is say R2million). Refer to paragraph 6.12 regarding Delegated Authority to
conclude Contracts as well as the Transnet Group Delegation of Authority {Group Limits
of Authority) - Copy available on the Transnet Intranet.

NB. Non-compliance with these Procedures will be viewed in a serious light, and will lead
to disciplinary action as such non-compliance could result in Irregular expenditure and/or
fruitless and wasteful expenditure. This places an obligation on Transnet to take the
necessary appropriate action regarding acts of financial misconduct in terms of Section 83 of the
PFMA.

1.4.3 These procedures cover the purchasing and supply of all goods, services (tangible and
intangible), fixed assets, the appointment of consultants and also covers the disposal {selling) of
all surplus, redundant and obsolete stock arid assets, movable and immovable. The
aforementioned are in respect of both Operational and Capital expenditure, unless specifically
excluded in terms of paragraph 1 4.4 below.

1.4.4 The specific exclusions are as follows.-
(i) Petty cash purchases, subject to such instructions as issued from time to time
(ii) Inspection services in connection with the procurement /sale of goods / assets
(iii) The rendering of inspection services by or to government departments the SABS

etc provided that rates charged by such institutions are market related or certified as
fair and reasonable.
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•

(iv) Media advertising (excluding campaigns involving professional advertising agencies),
(v) Income generating transactions (i.e. where Transnet's infrastructure, etc. is utilized to

provide a service; including instances where cross-divisional support is engaged for
strategic or other reasons, but excluding procurement for income-generaling contracts
- see paragraph 2.16J;

(vi) Water and electricity which is supplied to Transnet, including the provision of services,
as well as the relocation of such services as a result of Transnet's activities (e.g. the
relocation of power lines or water mains due to the construction of a new railway line);

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

(viii) Purchase of goods at auctions;
(ix) Sale of goods at auctions but excluding the appointment of auctioneers;
(x) Letting and hiring of dwellings, and acquisition and alienation of houses or acquisition

of land for houses in terms of prescribed housing policy;
(xi) Letting and hiring, and acquisition and alienation of land and fixed property, which are

governed by Delegated Powers;
(xii) Sponsorships and donations, which are strictly governed by Delegated Powers,
(xiii) Any such exclusions which a Transnet Division may apply for, through SSM, and which

have been duly approved by the Transnet Group Chief Executive (GCE) or the Transnet
Group Chief Financial Officer (GCFO); and

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

1.5 Ethics and Governance

1.5.1 Business Ethics within Transnet Entities

Transnet Entities are required to develop trust and a sound interdivisional working relationship
with one another in the interest of Transnet. To achieve this, no renegade buying which
damages the consolidation and leverage of Transnet spend, will be allowed. Entities undertaking
work on behalf of other Transnet Entities should also price and carry out their services in such a
way that interdivisional support is promoted and developed.

1.5.2 Transnet's Code of Ethics

Transnet subscribes to the following standards of commercial practice-

a) Transnet insists on honesty and integrity beyond reproach at all times and will not
tolerate any form of improper influencing bribery, corruption, fraud or any other
unethical conduct on the part of bidders / Transnet employees.

b) If, in the opinion of Transnet's GCFO or a duly authorised person, a tenderer /
contractor / supplier has or has caused to be promised, offered or given to any Transnet
employee, any bribe, commission, or any unauthorized gift, loan, advantage or other
consideration, Transnet shall be entitled to revoke the tender / contract by following
the process that governs the Exclusion of Tenderers Upon approval by the GCFO or
duly authorized delegate, Transnet will be entitled to place any Tenderer Contractor /
Supplier who has contravened the provisions of Transnefs business ethics on its List of
Excluded Tenderers. This List will also be distributed to all other State Owned
Enterprises and Government Departments
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• Toll-free anonymous hotline - 0800 003 056
• Email - Transnet(5) tip-offs .com
• Fax number - 0800 007 788
• Freepost DN 298, Umhlanga Rocks, 4320

Confidentiality is guaranteed.
d) Under no circumstances will Transnet employees be allowed to tender for Transnet's

business. Employees who have a competing personal direct or indirect interest in a
specific tender, quotation or offer, must declare such interest in writing and recuse
themselves from the adjudication or tender evaluation process, as such competing
interests can make it difficult for such employee to fulfill his/her duties impartially.
Conflicts of interest may occur in cases where an employee is a shareholder/director of
a tendering company or where close relatives of an employee are in any way connected
or related to a bidder, hence the requirement that interest be declared in writing.

e) Bidders are required to disclose any commercia! interests and / or any business
involvement or any personal relationship between any of their Directors or Officers with
any Transnet employee in his or her personal capacity when submitting their bid
responses. Bidders failing to declare such relationship/s will be disqualified from the
tender process. Non-adherence to this rule will be regarded in a very serious light.
Contracts concluded without adherence to this rule, will be terminated and disciplinary
action will be taken against the relevant Transnet employee(s) and defaulting companies
will be placed on Transnet's List of Excluded Tenderers.

0 Transnet reserves the right to exclude a tenderer from further business and/or to cancel
all existing contracts, should a tenderer/supplier be found to have acted in bad faith or
engaged in misconduct towards Transnet. Furthermore, no part of a contract may be
subcontracted to an Excluded Tenderer. For this purpose, Transnet's List of Excluded
Tenderers is displayed on Transnet's website http://www.transnet.net.

1.5.3 Transnet Code of Ethics on Procurement

1.5.3.1 Introduction

Ethical norms form a fundamental pillar of the culture of Transnet, hence a great responsibility
rests on every employee to act ethically. The ethical norms and guidelines which follow are only
broad principles to serve as guidelines and cannot cover every possible situation. Employees
and their Managers should evaluate every situation on its own merits, bearing in mind the
following basic principles.-

1.5.3.2 Code of Ethics

Employees of Transnet shall not use their authority or office for personal gain and shall seek to
uphold the good name of Transnet by:-

(a) Maintaining unimpeachable honesty and integrity inside and outside the employment
relationship;

(b) Fostering the highest standard of professional competence amongst the persons for
whom they are responsible;

(c) Optimising the use of resources at their disposal so as to prov;de the maximum benefit
to Transnet and a client-directed quality service

(d) Complying with. -
(i) The requirements of the Law (refer to paragraph 7.12)
(ii) Transnet's Procurement Policy
(iii) The guidance which Transnet provides with regard to professional conduct and
(vi) Contractual obligations.
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(e) Repudiating all business practice which is improper and at variance with expected moral
and ethical principles, even though some in the business would regard it as "justified".

1.5.3.3 Declaration of interest

When a personal interest in any matter may impinge upon or might be deemed by others to
impinge upon the objectivity or conduct of an employee of Transnet, he/she shall declare such
interest to his/her Manager, in writing. A proper register of Declarations of Interest should also
be kept by managers responsible for departments involved in purchasing and disposal functions
as well as by the Secretariats of the relevant Acquisition Councils. (Refer to paragraphs 5.8.1 to
5.8.3 and 8 1.10.2).

.,5.3.4 Confidentiality and accuracy of information

All information which is received in connection with Transnel's business shall be handled
confidentially and shall not be used for personal gain. No employee may discuss with, or
disclose to outsiders, prices which have been quoted or charged to Transnet. All information
furnished in the course of duty shall be complete, true and fair and not be intended to mislead.
No information shall be disclosed which would have the effect, or be perceived to have the effect
of placing a tenderer in a better position than its competitors or Transnet at a disadvantage
against tenderers or suppliers. Employees are furthermore required to abide by relevant legal
requirements at all times. Where it is necessary to disclose confidential information to potential
suppliers in order to solicit bids, Non-Disclosure Agreements (NDAs) must form part of the
tender documentation and must be signed by all bidders.

1.5.3.5 Competition and optimal value

While considering the advantages to Transnet of maintaining a continuing relationship with a
contractor, any arrangement which might in the long term prevent the effective operation of fair
competition or prevent Transnet from obtaining optimal value, must be avoided.

1.5.3.6 Gifts and hospitality

All Transnet procurement representatives should at all times be ethical and be seen to be ethical
during the process of the procurement function.

Employees are not permitted to accept gifts except as stipulated below, or buy goods or services
at artificially low prices, which are not available to the public at those prices, or accept personal
favours and hospitality which might, or might be deemed by others, to impinge upon the
employee's sound business judgment. Overseas visits on invitation by, and at the expense of
prospective suppliers will under no circumstances be permitted. Should such overseas visits be
deemed necessary for the purposes of evaluating the technical capability etc, of the supplier,
this should be for Transnet's own account and be fully motivated in terms of normal laid-down
procedures for overseas visits.

All decisions and business transactions should be made with uncompromised integrity, honesty
and objectivity of judgment. Exchanging modest courtesies as listed below, is a common
business practice meant to create goodwill and establish trust in the business relationship.

For the purpose of fostering inter-personal business relations, exceptions of the following nature
are allowed, provided that the cost thereof, per incident, will not exceed a value determined in
accordance with Transnet's Gift Policy -

• meals and entertainment;
• advertising material of small intrinsic value such as pens paper-knives diaries calendars

etc
• incidental business hospitality such as business lunches/dinners which Transnet is

prepared to reciprocate.
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complimentary tickets to sports meetings and other public events, but excluding the cost of
transport and accommodation, which the employee must bear. Invitations to official
functions should be addressed to the Manager of the particular function or sub-division
thereof, who may delegate a representative,
the occasional gift voucher not exceeding the abovementioned value as determined in
accordance with Transnet's Gift Policy. Under no circumstances may cash be accepted as a
gift.

602

The occasional exchange of entertainment and gifts not exceeding R500 in value may be
appropriate, as long as such courtesies are not specifically intended to influence any
procurement or sales decision and are declared in the Declarations Register. Under no
circumstances should gifts be accepted from prospective suppliers during the tender evaluation
period as that could be perceived as undue and improper influence of the evaluation process.
Gratuities, bribes or kickbacks of any kind must never be solicited, accepted or offered, either
directly or indirectly. This includes money, loans, equity, special privileges, personal favours,
benefit or services. Such favours will be considered to constitute bribery, which violates South
African law and is against all that Transnet stands for. The offer of such "favours" or bribes must
immediately be reported to the Manager in charge of the function for appropriate action. Any
Transnet employee found guilty of any of the above will face dismissal and criminal or civil
action. Transnet is entitled to recover from an employee, all damages suffered as a result of the
employee's corrupt or negligent conduct, in accordance with the ordinary principles of delictual
liability. Any person who has offered a Transnet employee a bribe may likewise face criminal or
civil action and/or exclusion from future Transnet business. All tender advertisements, tender
documents and purchase orders must contain a provision urging clients & suppliers to report
fraud / corruption at Transnet to Tip-Offs Anonymous toll free on 0800 003 056.

Managers responsible for departments involved with purchasing and disposal functions within
Transnet shall, as an audit trace, keep a proper Gifts register of all such gifts and hospitality
offered to their employees by suppliers and contractors, and vice versa. Unauthorised gifts that
have not been accepted (e.g exceeding the abovementioned limit), should also be entered into
the gift register, with an indication that they have been returned to the supplier, or surrendered to
Transnet. or any other appropriate action that may have been taken, as part of the record.

All Gift Registers should periodically be reviewed by the relevant Acquisition Council (AC) at
such intervals as may be determined by the relevant Chief Executive Officer (CEO) or the AC. A
Gift Register Template is available on the Transnet Intranet and shall be used at all times to
ensure that all the relevant information and signatures of approval are captured.

1.5.3.7 Provisions of the Companies Act, 1973 (Act 61 of 1973)

The following provisions, amongst others, of the Companies Act, are important-
Sections 234. 250 and 266 - These sections of the Act stipulate, amongst others that
employees of a company shall be guilty of an offence if a personal interest in a contract is not
declared or if documents are falsified, concealed, destroyed etc. with the intent to defraud or
deceive. In such instances the company may initiate proceedings against such employee or
past employee where the company has suffered financial loss or damages or has been deprived
of any benefit as a result of the wrong-doing of such employee.

1.5.3.8 Provisions of the Public Finance Management Act (PFMA) (Act 1 of 1999 as amended)

Section 51(1 )(a) of the PFMA is of particular importance to procurement, and reads as follows -

*51. General responsibilities of accounting authorities
(1) An accounting authority for a public Entity-

fa) must ensure that that public Entity maintains-
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(i) effective, efficient and transparent systems of financial and risk management
and internal control,

(li) a system of internal audit under the control and direction of an audit
committee complying with and operating in accordance with regulations and
instructions prescribed in terms of sections 76 and 77; and

(iii) an appropriate procurement and provisioning system which is fair,
equitable, transparent, competitive and cost-effective,

(iv) a system for properly evaluating all major capital projects prior to a final
decision on the project *
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PART 2: PROCUREMENT MECHANISMS (PROCUREMENT PATHS)

2. Important Factors to consider in selecting the best suited Procurement Mechanism

Depending in which category of the following four-quadrant matrix a specific commodity or
service falls the following important factors should also be taken into consideration when
deciding which of the Procurement Mechanisms available, would be best suited for the particular
procurement activity:

High

Difficulty to obtain = RISK
(Supplier's reliability and

impact on business)

Bottleneck
(Critical)

(High risk-Low value)
Routine

(Low Impact)

Strategic

(High Risk-High value)
Leverage

(High Spend)

Low
Value of Spend

(Supplier's Cost Effectiveness)

High

Therefore, depending on the circumstances of each requirement for the procurement or sale of
goods and procurement of services, any one of, or a combination of the following procurement
mechanisms (procurement paths} may be utilised: -
NB. The practice of issuing tenders or requesting formal quotes merely for budgeting
purposes, or to test the market, is not allowed. See paragraph 2.2.1.8.below

2.1 Interdivisional Support Policy

2.1.1 The following Specialist Units which have been identified as strategically important to the core
Divisions must be utilised by the core Divisions and under no circumstances may the external
market be approached for goods and services falling within the strategic Specialist Units' core-
competency areas, or provided by a core Division such as Transnet Rail Engineering (TRE) The
business relationship between Transnet Divisions and Specialist Units must be governed by a
Service Level Agreement (SLA) between the parties.

Transnet Rail Engineering
(a specialist core Division)

The other Specialist Units are-

Transnet Capital Projects

Transnet Fuel Solutions
(previously known as HSA)

Transnet Freight Rail
School of Rail

Transnet Property

Heavy engineering including locomotive, wagon
and coach repairs, upgrades and maintenance.

Multi-disciplinary design, project management and
construction management services, as well as related
rehabilitation, maintenance and emergency services

Transnet-wide Fuel acquisition, distribution and
management.

Training tailored exclusively for core businesses, e.g.
Train drivers. Train Control Officers, as well as software
training in general, etc.

Property management, facilities management, property
development, and property valuations / surveying

These Specialrst Units and TRE MUST be utilised in all instances strictly in terms of the terms
and conditions set out in the SLA entered into between the Divisions and the Specialist Unit,
except where a specific service can be provided "in-house" by the Division itself, e.g.
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construction or perway related work carried out by Transnet Freight Rail Infrastructure with its
own resources/expertise, and provided that it is not in conflict with any terms and conditions
agreed upon in the SLA. The same principle applies to other in-house expertise available in the
resident Division such as for example, design work, project management, quantity surveying
contract management etc.

Only if the above strategically important Specialist Unit has indicated in writing that threy
do not have the capacity to provide the required goods or services, may this be sourced from the
external market. Non-core Businesses wishing to utilise the services of the strategic Specialist
Units, may do so after entering into the customary SLA with such Specialist Unit.

Such internal interdivisional transactions between Transnet Divisions, (core, and non-core until
their final exit) and such strategically important Specialist Units, fall outside the scope of the
DAC (see paragraph 1.3.3.4 above) and are governed by normal Delegated Powers.

2.1.2 All non-core Businesses, such as Freightdynamics and Autopax (Pty) Ltd, etc. will henceforth
enjoy no interdivisional support from the rest of the Transnet family. Business relationships
with these Businesses will be on the following basis -

2.1.2.1 Existing contractual arrangements, such as for example individual SLA's between a Transnet
Division or Business, and such Specialist Unit, will be allowed to continue for the remainder of
the contractual period.

2.1.2.2 On expiry of the SLA, continued and exclusive support of such non-strategic business will be the
sole prerogative of the Division requiring the service and it will be dealt with in terms of these
procedures Should they wish to "benchmark" such service with the external market, the 3-quote
system or open tender process must be employed. However, in such instances no preference
whatsoever may be given to the internal Division or Business as that would be regarded as an
unfair administrative process, exposing Transnet to the risk of litigation.

2.1.2.3 In certain instances, as part of the disposal agreement of the non-core Business, the parties may
agree on Transnet's continued guaranteed business for a specified period. In the case of
Viamax Fleet, disposed to the Bidvest Group, such a continued business relationship for a
period of 5 years from date of approval by the Competition Board has been agreed upon. In this
regard please refer to the SLA, copy of which is available on the Transnet Intranet. Arivia.kom
and Transtel/Neotel will also receive precedence in terms of the current SLA with Transnet.

2.1 2.4 Transactions with non-strategic Transnet Businesses {while still in the Transnet family and after
their final exit) fall within the scope of these procedures and therefore also within the jurisdiction
of the DAC, depending on the value of the transaction.

2.1 3 Transnet Divisions and Businesses already disposed of some time ago, such as Chemical
Services, have already enjoyed their "interdivisional" support period as agreed upon as part of
the disposal transaction, and these ties may be severed in terms of existing contractual
arrangements i.e. termination dates and / or exit clauses. The said sen/ices must henceforth be
sourced in terms of the normal Procurement Procedures (e.g. tender or quotation process) and
the said entities will be allowed to tender/quote as well but will receive no preferential treatment
whatsoever.

2.1 A The Transnet relationship with South African Airways (SAA) is addressed by the Transnet Travel
Policy, copy of which is available on the Transnet Intranet.

2 1 5 Transnet's Interdivisional Support relationship with Connex and Skotaville/AIM/Khumbula Media
Connection has now been terminated

2 1.6 Whereas the first scenario (paragraph 2,1.1) as well as paragraph 2.1.4. falls outside the ambit
of the Divisional Acquisition Council (DAC) see paragraph 1.4.4, the second scenario i.e.
paragraphs 2 1.2, 2.1.3 and 2.1.5, should be dealt with in terms of these procedures and where
applicable the relevant Acquisition Council approval should be obtained in the normal manner.
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2.2 The Open Tender process (RFP)

2.2.1 The open tender system or Request for Proposal (RFP) is the procurement/disposal mechanism
best suited to the following circumstances:-

2.2.1.1 The monetary value of the purchases should be in excess of R2 million.

2.2.1.2 When it is an unknown market for the purchaser, it would be advisable to issue a local tender
(RFP), even if the value is less than R2 million.

2.2.1.3 When the market is competitive (i.e. many potential suppliers are able to provide the required
goods/services).

2.2.1.4 Clear and unambiguous specifications must be available to ensure that all potential suppliers
tender for the same product.

2.2.1.5 Enough time should be available - open tenders should ideally be open for 3 to 4 v/eeks
international tenders even longer.

2.2.1.6 The open tender system is regarded as the procurement mechanism which best ensures open
and fair competition. Tenders (RFPs) are invited publicly and any individual or enterprise is
granted equal opportunity to tender for Transnet's business. Refer to paragraph 3.1 regarding
fees raised for tender documents.

2.2.1 7 All tenders (RFPs) should close at a specified tender box (or e-mail address if electronic tenders
are allowed) at a specified date and time. CEO's of Entities will determine the monetary limits
for tenders closing at the DAC and Regional Purchasing Offices In terms of good corporate
governance, CEO's will ensure that segregation of duties prevails. A separate and therefore
objective office removed from the purchasing department should receive, open and stamp the
tenders. Thereafter, the procurement department which invited the tender will be responsible for
the subsequent evaluation and/or recommendation of award of business against the said
tenders

2 2 1.8 It is unfair to tenderers if Transnet Entities use the tendering system merely to obtain market
related prices for budget or benchmarking purposes. Tenderers' inputs in preparing a tender
invariably cost them money and it is unfair to expect them to incur such fruitless expenditure, if
Transnet has no intention of awarding any business against such tender invitation. In cases
where it is absolutely necessary to obtain test quotes for budget purposes only, the request to
prospective contenders must deafly and unambiguously state that the request for a quote is for
budget purposes only and that no business will be awarded against this invite Care should
however be exercised that such budget pricing exercise is not abused merely to give only
certain contenders advance notification of a new project in the pipeline. In cases where
Transnet s needs / specifications, etc are still too vague to issue a formal tender, the two-stage
tender system (RFI) should be followed (Refer to Paragraph 2.10 below).

2.3 Procurement/credit card purchases

2.3.1 Entities may at their CEOs discretion introduce the use of buyer and/or credit cards to facilitate
easier purchase of low value day-to-day requirements. A record of all such purchases should be
kept by the system for audit purposes. As a control measure maximum transaction levels and
permissible maximum expenditure level should be built into the system in consultation with the
card user's manager and/or the financial office.

2.4 The 3-Quote System for values below R 2m (RFQ/RFP)

2.4.1 Procurement of goods and services (or offers received) less than R2 million m value should use
the 3-quote system or request for Quotation (RFQ) With regards to Construction Industry
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Development Board "CIDS-tenders", kindly note that the CIDB limit of R200 000 for 3-quotes is
not applicable to Transnet.

2.4.2 With relatively low value purchases, circumstances may be such that it is just not possible,
practical or economically viable to call for open tenders. A manager who has been granted
such specific powers in terms of his/her Special Delegation of Authority may, within
his/her level of delegated powers, grant authority or decide that 3 quotations be obtained
where possible, or an offer be considered, where the value of the transaction does not exceed
R2 million, but is still within his/her own delegated powers. This is provided that, in the
opinion of the manager, It is in the best interest of Transnet. Should this trot be the case,
the tendering process, as outlined in paragraph 2.2 above, should be followed. Three
quotes are not required for items that fall within a current existing contract with a preferred
supplier (i.e. A new type of stationery item is needed and is supplied by a National supplier of
stationery). In such cases the procedures relating to amendments to existing contracts as per
paragraph 7.3 should be followed.

2.4.2.1 NB- The 3-quote system is intended for non-frequent purchases of fairly low value. It should
not be used on a continual / repetitive basis for the same commodity i.e. instances where the
same commodity is purchased {sometimes even from the same supplier), but on different
purchase orders / requisitions. This procurement mechanism is not the most cost-effective and
efficient, as the benefit of volume discount is lost, and may also be regarded as parcelling -
see paragraph 6.13.

In instances of frequent repetition, consideration should rather be given to entering into a fixed
term as-and-when-required contract. Alternatively, if market prices of the commodity are too
volatile, making it impossible to obtain firm prices for a specific period (even with price review
mechanisms included), consideration should be given to short term as-and-when-required
contracts. In this way there would be no need to artificially keep the individual orders below the
3-quote threshold. This will not only reduce the number of individual purchase orders, lessening
the administrative burden, but will also attract better prices since the order values are larger
(economies of scale benefits).

2.4.3 CEO's may at their own discretion and bearing in mind the specific needs and purchasing focus
of different managers in the Division's hierarchy (i.e. Procurement and non-procurement), decide
to allocate different powers to different managers in terms of their Special Delegation of
Authority. For example, a Manager in the Training Department should not have Delegated
Powers to invite quotations, or to contract, as a segregation of duties must be maintained at all
times to ensure good corporate governance. Hence all purchasing activities should be
undertaken by the procurement function, which firstly, is objective since they are not the end-
users, and secondly it has the necessary structures in place to ensure proper segregation of
duties, i.e. a manager may not draw up the specification / tender document, issue and receive
the tenders, evaluate the responses, award the contract and authorise payments. Therefore, the
CEO (and ultimately the Chief Procurement Officer (CPO) will delegate specific powers to
specific managers in the procurement function for firstly the inviting of quotations up to a certain
value, and secondly for the award of the business resulting from such 3-quote system.

2.4.4 Similarly, the CEO at his/her own discretion and within the regulatory frameworks laid down by
Group Financial Services, may introduce its own unique control mechanisms for these low-
value transactions (e.g Petty cash policies, etc). Furthermore, the CEO will, in introducing such
procedures also bear in mind the purchasing focus of the different departments in its Division,
for example what is low for a professional buyer in the locomotive spares section of the
procurement department, might be extremely Jhigh-value" for a procurement manager in the
stationery section of the same department. Control measures for the different R-value categories
falling in this procurement mechanism, i.e. from lowest e.g. say less than R2 500 for telephone
quotes to R150k for certain procurement officials (say stationery), up to the high-value quotes
say more than R150k to less than R2m reserved only for certain procurement officials involved
in high value commodities (such as locomotive spares).
NB Such higher value quotations (say those in excess of R150k) should be regarded as formal
quotations l e received in a sealed Tender Box by a specified closing time, properly stamped
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2.4.5

2,4.6

2.5.

2 5.

It is imperative that BEE Suppliers also be utilised, as this mechanism is considered to be the
best avenue to ensure entry levels for prospective BEE entrepreneurs. Optimal value and
fairness are important considerations and therefore the practice of channelling all business to
one or two BEE suppliers while there are many, should be avoided. In such instances the
Division's BEE Database or Content Bureau's Vendor Master should be utilised on a rotational
basis. Depending on the number of BEE companies appearing on such list for a specific
service or commodity, more than the normal 3 quotes should be invited at a time, so as to give
everyone on the list at least one or two opportunities per year to quote.

Please refer to Part 3 for the rules governing the receipt, opening, recording and stamping of
tenders and quotations (telephone quotes and electronic tenders excluded).

Confined enquiries
in value (RFP/RFQ)

for proposals/quotations invited (or offers received) more than R 2m

2.5.1

This mechanism is only to be used in circumstances where due to urgency, emergency or a
restrictive market, it will not be possible, practical or economically viable to invite open tenders
Depending on the degree of urgency, this procedure makes provision for the following
variations -
- authority to confine, quotations to close at DAC and DAC to approve award - 2.5.1.
- authority to confine, quotes need not close at DAC, but DAC to approve award - 2.5.2.(i)
- authority to confine and award, DAC informed only after award - 2.5.2.{ii)
- emergency - obtain retrospective authority from DAC afterwards - 2.5.2.2.

A deviation from the procedure prescribed for the calling of tenders may be authorized in the
following drcumstances:-

2.5.1.1 If the value of the transaction exceeds R2 million, the matter must be fully motivated in writing to
the CEO or his/her duly authorized delegate for prior written authority to confine. Only if he/she
agrees that the reasons advanced for the proposed confinement is in the best interest of
Transnet, will the confinement of business to one or more contenders only be authorised.

2.5.1.2 NB, Should the R-value of the proposed confinement exceed the Delegated Authority of
the relevant CEO, the matter should be escalated from the DAC via the CEO to the GM:
SSM or higher, depending on the R-value of the proposed confinement. Refer to
paragraph 5.4.2 of the Transnet Group Delegation of Authority (Group Limits of Authority)
Copy available on the Transnet Intranet, as well as the relevant PPM Circular available on
the intranet.

2.5.1.3 After approval to confine has been obtained the quotations shall close at the designated closing
venue for that particular R-value, {see paragraph 3.3.3 below). Once quotations have been
obtained and evaluated approval for the award of the business must be obtained from the DAC.
or from the person with the necessa^ delegated authority if in excess of the DAC's (CEO's)
jurisdiction, for that amount before business is awarded.

2 5.2 In exceptional circumstances where it would be impossible for the quotation to close at
the designated venue, the CEO or his delegate may authorise that:-

(i) The quotation close at the local department itseif, and/or
(ii) The quotation / offer be accepted without the DAC first having considered the actual

award of the business to the successful contender.

This should be fully motivated in the original request for confinement to the CEO, his delegate,
or higher authority, (see paragraph 2.5.1 3 above) depending on the R-value of the proposed
transaction. Such confinement approval shall be obtained in writing, for the purposes of the
necessary audit trail in terms of good corporate governance principles.
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2.5.2.1 The matter shall be reported for the information of the relevant authority (or CEO or
relevant delegate) immediately after the actual award of the business, indicating full details
of the award.

2.5.2.2 NB: In emergencies such as derailments the work is performed, and a full motivation submitted
only afterwards in the normal manner, to obtain the necessary "retrospective authority for
confinement". This is because it would be impossible to obtain the necessary prior authority to
confine. The words "in exceptional circumstances''shall be applied judiciously and restrictively.
Misuse of this concession as an excuse for bad planning will be regarded as a serious
contravention and will be dealt with severely.

2.6 Approved List purchases

2.6.1 This procurement mechanism is ideally suited for the strategic, high-value, high-risk items, non-
standard items which are not available "off-the shelf, or where equipment can only be obtained
from OEMs (Original Equipment Manufacturers) or limited suppliers.
NB: "Approved Supplier* status can only be attached to a supplier after the process as stipulated
below has been followed and DAC approval in terms of this paragraph has been obtained.
Approved Supplier status cannot be acquired merely by being on the Division's Vendor Master
or on a BBBEE Manager's List of EME or QSEs for a specific commodity or service.

2.6.1.1 A CEO may. at his/her discretion and subject to the concurrence of the DAC. decide that
quotations for certain specialised goods/services which are in constant demand and not freely
available in the market or which are manufactured solely in accordance with Transnet's own
specification, be restricted to only those suppliers who comply with the relevant Transnet
requirements as laid down from time to time and whose products have passed the necessary
quality tests. The framing of such lists of approved suppliers is subject to the concurrence of the
DAC. The invitation for quotations shall be confined to the suppliers of goods or services
appearing on the relevant approved list,

unless

(i) due to specific circumstances it is considered more advantageous for Transnet to call
for open tenders in respect of such goods/service. Where the approved list is used.
open tenders should not be invited.

(ii) where open tenders are invited, however, suppliers on the approved list should be
advised that open tenders are being invited in that particular instance.

2.61.2 Depending on the specific market, there are several categories of approved suppliers, over and
above the 'normal approved supplier' whose product has been tested and whose name has
been included on the Approved List after DAC / CEO approval has been obtained (paragraph
2.6.4.2) e.g.

(a) Preferred suppliers are those who have been certified as best suppliers by means of a
thorough certification process based on their past performance, price, quality, delivery
as well as their innovative and pro-active response to unforeseen events in the market
e.g. increase in demand, changes in specification, new technology, improved processes
etc.

(b) Strategic supplier partnering is a co-operative and collaborative way in which the
specific buyer and his/her key suppliers intensively interact with each other to achieve
mutual "win-win" long term benefits. The goods/services purchased from these
suppliers are always of strategic importance to Transnet. resulting in long term
commitments, confidential information sharing co-operative and continued improvement
efforts, all of which facilitate the sharing of risks and rewards. Formal and thorough
supplier performance evaluation mechanisms should be in place to ensure that the
relationship remains sound and that the set objectives (the continual improvement
philosophy) are adhered to

609
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The process of framing approved lists of these "special category suppliers" is identical
to the process outlined in paragraph 2.6.4.2 for normal approved suppliers.

2.6.1.3 NB. So as not to constrain market competition, it is imperative that all approved lists be
advertised at least every 2 years, by means of a public notice in the appropriate media, inviting
all interested parties to submit applications for possible inclusion on the relevant approved list. A
list of all approved lists, with their respective specifications, etc. (but not the names of the
present approved suppliers) should also be displayed on the Division's (OD's) Tender Notice
Boards as well as electronic websites/tender bulletins, where available, to promote easy access
for possible newcomers in those markets. Any possible new applications received outside of the
2 year advertising intervals should be dealt with immediately and not held over until the next
advertisement. Should the new application be successful, such approved list should be updated
immediately.

2.6.2 Framing of approved lists

2.6.2.1 When obtaining the DAC's approval for the framing of an Approved List, an indication should be
given as to which of the following three methods have been used:-

(a) By publicly advertising the intention to frame an approved list in a notice
requesting all prospective suppliers to formally apply.

(b) By framing an approved list in the light of experience gained and/or tests carried
out in the past, in instances where it is possible to frame a sufficiently com-
prehensive list of preferred suppliers without previously having resorted to (a)
above. Suppliers falling in this category would include suppliers with whom
long term joint venture arrangements" have been established over the years in
terms of sound best purchasing practices,

(c) By framing a list of aspiring suppliers who applied for inclusion on the
approved list, but whose goods or services have not been tested When
suppliers already appearing on the approved list are approached for
quotations, the aspiring prospective suppliers may also be invited to submit
quotations. If such aspiring applicant is awarded a portion of the contract for
evaluation purposes and performs satisfactorily, their name may be placed on
the approved list by following the normal process outlined in paragraph 2.6.1
above. This method could be utilized in instances where it is not practical for an
applicant to submit his own samples for testing, e.g. overhaul of traction
motors; reconditioning of transformers for electric substations, etc.

2.6.3 Suitability of supplier for inclusion

2.6.3.1 No name shall be included on any approved list, unless the business in question is suitable to
undertake Transnefs contracts and -
(i) is able to manufacture/supply goods or to render services of the magnitude and

standard required,
(ii) if so required, has submitted samples or delivered goods which have satisfactorily

passed Transnefs tests.
NB: Specifications must be drawn up to promote fair competition as much as possible.
Compiling of a specification around one supplier's product should be avoided at all cost.
In the interest of cost-effectiveness, Entities must attempt as far as possible to procure
off-the-shelf goods as opposed to drawing up its own specifications. Also refer to
paragraph 4.16.1 below regarding patented articles.

2.6.4 Removal of name from the approved fist

2.6.4.1 The name of an enterprise may be removed from an approved list at any time if the enterprise -

(i) Has been convicted of any offence under any law relating to wages hours of work or
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other conditions of employment,
(ii) Fails or ceases to comply with the requirements of such approved list;
(Hi) Performs unsatisfactorily when measured on any of the following criteria; timeliness,

quality, price escalation and service and has been informed accordingly:
(iv) Sublets the whole or any portion of a contract for the supply of goods or the rendering

of services in respect of which such list has been framed, to an enterprise or person
whose name does not appear on that list, or otherwise acts in a manner which, in the
opinion of Transnet, is construed to nullify the object of framing any such approved list,

(v) Has ceased to carry on business under that name and has not informed Transnet of this
change;

(vi) Has been dealt with in terms of Transnet's List of Excluded contractors;
(vii) Has shown little interest over a reasonable period to submit quotations when invited to

do so or has not been awarded any business over a reasonable period due to non-
competitive prices,

Before a name is removed from an approved list, the enterprise concerned shall be notified in
writing of the nature of the complaint against it and the intention to remove it from the approved
list unless sufficient reasons can be given by it as to why its name should not be removed

2.6 4.2 The framing of an approved list or any amendment thereto has to be approved by the
Division's CEO upon a recommendation from the DAC, which will also be responsible for
the distribution of the List within the Division. Should more than one Division be utilising
the same Approved List, the DAC should liaise with SSM which will distribute the said list
to the other relevant DACs. The Division which initiated the List will, however, be
responsible for the periodic updating thereof.

2.6.5 Procedure for the invitation and receipt of quotations in terms of approved lists

2.6.5.1 Such quotations shall be dealt with in all respects in terms of the normal laid-down procedures
{i.e. Parts 3 to 7 - see introductory paragraph, Part 3)

2.6.6 Representations to the General Manager, SSM

2.6.6.1 Any person or enterprise whose application for inclusion on the approved list has been refused
or whose name has been removed therefrom, may make representations to the relevant CEO.
Should it not be satisfied with the CEO's ruling, an appeal may be made to the General
Manager, SSM, whose decision shall be final.

2.6 7 Confidentiality of Approved Lists

2.6.7.1 information regarding Transnet's Approved Lists shall be regarded as confidential and may not
be disclosed to anyone outside Transnet without the written approval of the General Manager,
SSM.

2.6.7.1.1 NB: The names of Tenderers shall not be read out at public tender openings if an
approved list is utilised, nor shall the unsuccessful tenderers be advised of the name
{or price) of the successful tenderer who had been awarded the business. This is to
prevent the possibility of collusion between a limited number of suppliers appearing on
an approved list In accordance with paragraph 6.3.1, unsuccessful tenderers should
merely be advised in which category(ies) they were unsuccessful.

2.7 Post-tender negotiation

2.7.1 Post-tender negotiation is an effective tool to drive down cost and can be used very effectively in
conjunction with any other procurement mechanism It is important to note that it is reserved For
high-value strategic commodities Depending on the circumstances this tool can be used either

with all technically compliant tenderers or a selected short-list or even with the preferred bidde-
only (as duly approved by the relevant Acquisition Council) but subject to the following provisos
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to ensure good corporate governance. Refer to paragraph 2.17 regarding post-tender
negotiation on CIDB-tenders.

2.7.2 Where post-tender negotiation is envisaged, the tender document must clearly indicate this
intention. The thresholds and evaluation criteria which will be used to control entry into the post
tender negotiations must also be disclosed at the outset of the tender process.

2.7.2.1 Before post-tender negotiations are conducted with the preferred bidder or short-listed bidders.
it must be duly approved by the relevant Acquisition Council. The R-value of the proposed
contract to be negotiated will determine within which AC's jurisdiction the matter falls. The
submission requesting authority to negotiate should include the following:-

- List of preferred bidders (or bidder) and how it has been determined
- The composition of negotiating team
- The targeted price reduction (say 10% discount)
- BBBEE commitment and
- Other aspects that will be negotiated to achieve a "win-win" situation, e.g. payment

terms, minimum order size and frequency, delivery/lead times, etc.

2.7.2.1.111 would also be acceptable, especially on transactions falling below the AC minimum R-
thresholds. for certain officials, preferably in Procurement, to be given specific standing
delegated powers to conduct or authorise post-tender negotiation, without the necessary prior
AC approval as contemplated in paragraph 2.7,2.1 above. This authority must be obtained from
the Line Manager or CPO and must be included in the Special Delegation of Authority of the
relevant official. The Standing Delegation of Authority must clearly reflect the maximum
transaction value for which the official may conduct Post Tender Negotiations. A standing
authority to negotiate is distinguishable from a standing authority to communicate (refer to
paragraph 3.18 below) and separate authority must be obtained. Standing delegated powers to
negotiate will be granted with great circumspection and only to employees who have the
necessary negotiation skills' training. A full audit trail of the bidders who have been negotiated
with, how this has been determined, including their best-and-final offers should be kept on the
appropriate files,

Matters falling within the jurisdiction of the AC (i.e. above the minimum R-threshold of the AC)
should be submitted for the approval of the AC in the normal manner, indicating in detail the
process followed in determining the shortlist of bidders negotiated with, details of the agenda
that was negotiated, as well as full details of the best-and-final offers (refer to paragraph 2.7.2.5
below), when a recommendation on the final award of the business is made to the relevant AC
Copies of such standing authority must be submitted with the relevant submission to the AC
Under no circumstances may prices of one bidder be disclosed to another with the request to
improve on such price in order to be awarded the business. This is considered as horse-trading
which is an unfair business practice and such misconduct will not be tolerated.

2.7.2.2 On higher value transactions, the negotiating team to be appointed by the relevant AC, shall
comprise of procurement, technical, financial and commercial (marketing) and legal disciplines
(where appropriate), to facilitate unity of purpose from Transnet's perspective and to enable the
tenderer to deal with all relevant matters before making a final offer. Post-tender negotiation may
only be conducted by expert, trained negotiators. Highly skilled negotiators will be drawn from
SSM and the various Entities to form part of the multi-disciplinary negotiation team. During post-
tender negotiations prices of one bidder will not be disclosed to others as this is prohibited in
terms of Transnet's Code of Ethics It is also important that all members of post-tender
negotiation teams should sign Declarations of Interest and Non-disclosure/confidentiality
agreements when appointed to such teams Such signed forms should be kept on the
appropriate contract files

2.7.2 3 A fixed format must be followed in all negotiatons and this format must be made known in
advance to all bidders. In terms of fairness as far as possible the same agenda must be used
with all short-listed suppliers to ensure that all suppliers are provided with the same information.
The objectives of the negotiating team must be recorded in consultation with the financial
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technical and commercial discipline concerned and duly approved by the relevant AC. The
financial advantages, or other objectives sought (e.g. BEE commitment, faster delivery, etc.).
must be quantified and no negotiation will be regarded as final until all the approved objectives
have been properly negotiated by the negotiating team, and the results recorded in writing
against the envisaged objectives.

2.7.2.4 Negotiations must be preceded by thorough research and a caucus discussion by the cross-
functional negotiation team to be able to obtain a co-ordinated approach. Under no
circumstances should a preferred bidder be informed that "he has been awarded a contract"
prior to the post-tender negotiation process, as that would jeopardise Transnet s negotiation
power. This is particularly important if one considers that even if the negotiations were not 100%
successful i.e. the target price could not be achieved, one would not be able to eliminate the
preferred bidder, and award to another contender (say the second-best), unless such bidder was
also on the short-list, and therefore part of the post-tender negotiation. In such cases i.e. where
post-tender negotiations are to be conducted with a short-list of contenders, the ultimate award
of the business, whether awarded to one or more than one contender, should again be
presented to the relevant AC which approved the preferred bidder/short-list - refer to paragraph
2.7.2.1 above.

2.7.2.5 Decisions reached during the negotiations with the tenderer must be recorded in concise
minutes. This record shall be signed-off by the Negotiation Team Leader and a copy forwarded
to the relevant AC to be kept as part of the record..
NB: Where post-tender negotiations are conducted with a duly approved short-list of preferred
bidders, all such bidders must be requested to deposit their "best-and-final offer" in the tender
box by a set closing date. This method may also be employed in the single preferred bidder
scenario, if there is reason to believe that this may yield a further price reduction subsequent to
the negotiation session.

2.8 Contract negotiation

2.6 1 This mechanism is normally used where an oligopolistic or a monopolistic situation exists
whether so dictated by market forces or because of legal or proprietary rights such as patents,
registered designs or licenses.

2.8.1.1 The prescripts for Contract negotiation are exactly the same as those for Post-tender
negotiation, except that for post-tender negotiations, authority to negotiate is obtained after the
evaluation process has been finalised and a preferred bidder(s) has/have been determined,
having followed a fair and transparent selection process. When using Contract Negotiation, the
relevant authority must be approached for prior approval before going to market, (i.e. the sole
supplier is engaged). The motivation should include similar details to that in paragraph 2.7.2.1
above.

2.8.1.2 Decisions reached during the negotiations with the sole supplier(s) must be recorded in concise
minutes. This record shall be signed-off by the CPO and emailed by the CPO to the lead
negotiator and kept as part of the record. Alternatively, all tenderers with whom contract
negotiations have been conducted could be requested to tender their negotiated (or better) price
by depositing their final bid in the tender box before the set closing date/time.

2.8.1.3 Should exceptional circumstances necessitate a contract being concluded forthwith, e.g. without
DAC's approval, the necessary mandate should be obtained from the required authority before
negotiations are conducted and a contract concluded. Details of the contract concluded must be
submitted to the relevant authority as soon as possible after the contract has been concluded.

2.9 Long-term contracts

2.9.1 This mechanism is used in instances where high value goods of strategic importance to
Transnet are purchased and where considerable input is required from the supply market, the
cost of which cannot easily be recovered over a relative short period of time. Long term
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contracts will indicate commitment from both contracting parties and will generally realize
considerable savings both in the short and long term.

2.9.2 Where more than one supplier is capable of providing the goods or services the open tender
process should be followed with the subsequent negotiation process, if deemed appropriate, in
order to further drive down costs. See paragraph 6.14 below- the DAC's prior approval for
inviting a tender on a period in excess of 2 years, must be obtained.

2.9.3 In instances where post-tender negotiations are considered advisable and in view of the long
term commitment to such suppliers, it is imperative that all aspects pertaining to such
relationships be handled by skilled, multi-functional negotiation teams to ensure best value for
money for Transnet. Refer to paragraph 2.7 above for the prescripts on post-tender
negotiations.

2.10 Two-stage tendering system {RFI/RFP process)

2.10.1 This mechanism is used in assessing the availability of products/services where there is no clear
specification of requirements or where the suitability of service providers must first be
determined prior to the undertaking of any development work.

2.10.2 In the first stage, which is the pre-qualification stage, prospective bidders are invited by means
of an open Request for Information {RFI) to submit their proposals. These RFls are returnable
to the DAC's designated closing venue in the normal manner. It is advisable to request
prospective bidders to provide rough ball-park costing estimates during this first stage, otherwise
the possibility exists that Transnet may be exploited, especially if only one bidder eventually
makes the shortlist.

2.10.3 All the RFls received are evaluated for suitability in accordance with pre-determined evaluation
criteria which have been made available to all contenders in the RFI documentation. After
evaluation, a recommendation must be made to the DAC or relevant authority regarding the
eligibility of bidders to participate in the second stage. Should the DAC agree with the
recommendation made, it effectively "authorises" that the second stage be "confined" only to
those selected bidders on the shortlist.

2.10 4 In the second stage, only the selected pre-qualified bidders are invited to tender in the normal
manner. After evaluation, a submission is made in the normal manner for DAC consideration.

2.10 5 This RFI process is ideally suited for capital projects such as land or port development projects
This is to prevent prospective tenderers from incurring fruitless expenditure in preparing detailed
development studies and cost estimates.

2.11 Fixed period contracts {as-and-when required)

2.11.1 This mechanism is employed where a continuous demand for a particular requirement exists, but
actual volumes and scheduled deliver/ dates cannot be determined accurately at the tender
stage. These contracts run over periods of one or more years depending on the commodity.
Estimated quantities are merely given as a rough indication of our requirements but cannot be
guaranteed to the supplier, This mechanism is ideally suited for off-the-shelf commodities, but
may also be used on Approved List purchases B/ consolidating the Division's (or Transnet's)
buying power, all depols/regions/ports of the Division (or all Divisions i.r.o. a Transnet wide
contract - see paragraph 2.12 below) will benefit from the resultant lower price.

2.11.2 Divisions must draw their requirements against these transversal contracts, and may not
purchase outside these contracts even if better prices or terms can be obtained locally.
Important to note that the TCO is based on total volumes over the full contract duration and
maverick purchases could destroy this value

2.11.3 SSM will immediately advise the relevant DACs as well as the CEO and CPO of each Division
when such a Transnet-wide national contract has been concluded The CPO must then ensure
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that all buyers in his/her Division are made aware of the existence of such contract and use it to
draw their requirements from it.

2.11.4 These contracts can also be concluded by Divisions themselves in respect of unique business-
specific needs on a national or a regional basis. Should it be considered advisable to conclude a
contract for a period longer than two years, the DAC's prior approval must be obtained. See
paragraph 6.13 below, as well as Paragraph 5.4.4 of the Transnet Group Delegation of
Authority (Group Limits of Authority) -available on the Transnet Intranet.

2.11.5 NB: It is unethical and not in Transnet's best interest for Divisions to use such existing contracts
as a basis for further negotiation. Purchasing outside such contracts from another supplier (who
now undercuts the contract price after having lost the business) will discredit Transnet's
tendering system and could lead to legal action against Transnet.

2.12 Transnet-wide / National network contracts

2.12.1 This mechanism is employed by Transnet where goods or services are used by more than one
Division and where SSM and the relevant CPO's have agreed on the consolidation of Transnet's
buying power by selecting a specific brand or supplier for a specified contract period. This can
lead to considerable savings for Transnet as a whole. These commodities can be of a capital
nature (e.g. cranes) but can also be consumable goods financed from the different Divisions'
operating budgets.

2.12.2 Such consolidation of buying power will be negotiated with and on behalf of all the relevant
Transnet Divisions via the SSM cross-functional Strategic Sourcing Teams. No Division may buy
outside a national contract, unless the necessary prior authority has been obtained from the
GM SSM

2.12.3 National contracts can also be on an "as-and-when required" basis as contemplated in
Paragraph 2-11 above, where the commodities are not of a capital nature, such as fuel, tyres,
truck tarpaulins, steel, stationary, etc.

Also refer to paragraphs 2.11.3 - 2,11.5 above as these apply to both fixed period and
Transnet-wide contracts.

213 Disposal of movable and immovable goods

2.13.1 Disposal of all movable goods must be properly controlled and Divisions must have proper
disposal policies/procedures in place for the disposal of such assets. Where the Division does
not have the necessary Delegated Powers, the manpower or expertise to dispose of such goods
per tender or public auction. Freight Rail Supply Chain Services (Reverse Logistics) should be
approached to provide this service at a fee, on behalf of the Division. Refer to the Transnet
Group Delegation of Authority (Group Limits of Authority) available on the Transnet Intranet.

2.13.2 There are, however, specific commodities such as ferrous scrap (steel) and non-ferrous scrap,
which are disposed of in terms of a single Transnet contract for better control and to curb the
theft of those valuable materials- (See Disposal Policy available on the Transnet Intranet for
details}. Other commodities as issued by the GC£ (or Group Executives) from time to time are
also addressed and / or appended to this procedural manual, e.g Disposal of redundant PC
equipment, cell phones, etc. Redundant office equipment and furniture must be disposed of in
terms of the individual policies/procedures as laid down by each Division. (Refer to paragraph
5.7,1 below)

2.13.3 Disposal of all redundant fixed property falls outside the scope of these procedures. (Refer to
Paragraph 1 3 3.4. above for Exclusions) and is subject to prior written approval of the CEO
OPCO, or higher depending on the market value of the property. Refer to Paragraphs 5.1.6 and
5 1.7 of the Transnet Group Delegation of Authority (Group Limits of Authority) - Available on the
Transnet Intranet

0058-0373-0001-0075

TRANSNET-REF-BUNDLE-02503



616

CONFIDENTIAL
(FOR INTERNAL USE ONLY)

PROCUREMENT PROCEDURES MANUAL

ofRev | Page I
0 | 21 "| 26 May 2009

2.14 Appointment of consultants

2.14.1 Authority to appoint a consultant and the DAC's involvement

214.1.1 Regardless of the value of the business or procurement mechanism used, no person
may appoint a consultant without the prior written approval of the CEO or higher. Refer
to paragraph 5.4.1 of the Transnet Group Delegation of Authority (Group Limits of
Authority) - Available on the Transnet Intranet. Any additional work or extensions to such
consultancy contracts exceeding 10% of the original contract value should be regarded
as another (new) consultant appointment and subjected to the same approval process.
Extension or additions not exceeding 10% in value should be submitted to the relevant
DAC for prior approval before such additions / extensions to the contract may be
authorised.

2.14.1.2 Transnet entities shall have appropriate and transparent selection procedures for the
appointment of consultants.

2.14.1.3 After approval is obtained from the CEO (or higher, depending on the value) for firstly,
the appointment of a consultant (i.e. the need) and secondly, the process to be followed
(e.g. confinement or open tender), the manager concerned shall deal with the
transaction the same as any other i.e. if the value of the transaction falls within the
jurisdiction of the DAC, it's prior approval must be obtained before the business is
awarded.

2.14.1.4 Tenders should be invited for consulting services where at all possible, but especially
where -

(i) there is competition in the market; and/or
(ii) pre-qualification is necessary to establish whether tenderers have the technical,

financial and other resources to be able to quote for a second stage tender in
respect of a design type of project; or

(iii) an external organisation is party to the appointment of ihe consultant.

2.14.1.5 If it is not possible to invite open tenders, at least 3 RFPs (if possible) should be
obtained.

2.14.2 Definition of a consultant

2 14.2.1 A consultant means a person, partners in a firm, a company or a close corporation
who has advanced educational qualifications and who can provide expert or specialised
skills. This definition excludes anyone who also carries out the physical work or provides
the end product. Such consultancy service normally pertains to a specific project and
therefore should be non-repetitive in nature and is usually confined to design work
investigation or advice on management, financial business or technical matters based on
his/her own professional or expert advice,

2.14.2.2 A consultant does not supply the ultimate end product but merely gives a
recommendation or supports the implementation of recommendations based on his/her
expertise of the best solution to a specific problem.

2.14.2.3 Should the "consultant' design develop and supply the end product to Transnet, he/she
does not act as a consultant but provides a complete "service*1 and therefore acquires
the status of a "contractor".

2.14.2.4 Should a "consultant1 in performing his/her functions have to perform physical work
for example drilling of test holes m order to provide a sub-surface soil report, he/she
actually provides the end-product and should therefore be regarded as a Contractor.
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2.14.3 Cognisance should also be taken of the difference between a labour resource contractor
and consultant. Kindly note that the utilisation of labour brokers for the sourcing of
temporary employment (e.g. private secretaries, data capturers) does not fall in the
category of a consultant and should be regarded as a normal sourcing of services.

2.14.3.1 Definition of a labour resource Contractor
An external service provider required to provide -
(i) A new skill which Transnet does not have yet.
(ii) A skill which Transnet does not have enough of.
(iii) A skill for a once-off job
(iv) A historic or legacy skill which is not warranted to exist in-house,
(v) (Deliverables Day-to-Day Analytical, Project or Operational capacity)
(vi) Example: A SAP specialist employed for a period of 2 years to assist

with the implementation of a SAP program throughout Transnet.
(vii) Attributes

(a) Is a natural person*.
(b) Is engaged via a normal HR process for a minimum period of 3

months and a maximum period of 3 years.
(c) Has an employment contract with Transnet, and is paid a salary via the

payroll.
(d) Motivation to HR must include why the required capacity is not

available in Transnet.
(viii) Such engagement is not considered to be a procurement matter and falls

outside the ambit of this Procedure.

Should the services of non-SA citizens be utilised, it should first be ascertained
whether such individuals] have the necessary work-permits to be employed in
South Africa.

2 14.3.2 Definition of a labour resource Consultant

(i) An external advisor required on the basis of his/her expertise, Research and
Development, Specialist knowledge, or past experience for
(a) Operational, Tactical, or Strategic input
(b) Design
(c) Problem Solving (Specific).

(ii} (Deliverables Specification, Design, Report, proposal i.e. not the ultimate
end-product which still has to be provided in terms of the
specification design etc. provided by the consultant.

(iii) Example: An Engineering Consultancy firm contracted to prepare the
specification and Design Drawings for the construction of a new
Ship to Shore Container Handling System.

(iv) Attributes.
(a) Is a Juristic Person, or member of a Juristic Person.
(b) Is engaged via a standard Procurement Process for Goods and

Services (i.e. Specification, Advertisement, Tender, Evaluation, Award,
or alternatively Confine, as per standard Procurement Process).

(c) Is paid via an Invoice.
(d) Motivation to relevant Authority (refer to paragraph 2.14.1.1 above)

must include why the required capacity/expertise is not available in
Transnet.

2 14.3.3 NB: In order to accommodate emerging "One-Man Businesses", it may be
appropriate (and cheaper) in the case of single person CCs, to engage the
resource as a Contractor if that is the required skill/contribution. However
labour regulations (PAYE, etc) must be adhered to

0058-0373-0001-0077

TRANSNET-REF-BUNDLE-02505



618

CONFIDENTIAL
(FOR INTERNAL USE ONLY)

PROCUREMENT PROCEDURES MANUAL

Rev
0

Page
23

of
26 May 2009

2.14.3.4 Fundamental Principles

(i) As a broad and all embracing objective, the following fundamental principles
wili apply with regard to the selection and appointment of consultants.

(a) The utilisation of consultants which merely duplicates management
positions/functions should be avoided.

(b) Consultants should have no powers in terms of decision making.
(c) The participation of consultants in project steering committees should

be limited and where their involvement is absolutely necessary, it should
be formally motivated and the required contributions or inputs defined.

(d) Where applicable there should be skills transfer to Transnet's own staff.
A skills transfer programme should be embodied within the consulting
contract as part of the delivery mechanism wherever this is practicable.

(e) Appropriate contracts should be negotiated with the consultants and the
resulting projects should be managed accordingly. A standard contract
document with predefined criteria should be developed and
implemented by every division, designed to suit its own unique
requirements, but conforming to the genera! rules of project
management.

(f) Consultants employed must have the required skills to ensure that
Transnet is not exploited as a training ground. The skills and expertise
of consulting personnel to be assigned to the project should be
assessed thoroughly both before and after a contract is entered into.
Such contracts should also, if applicable, include a professional
indemnity clause as well as a confidentiality clause, to safeguard
Transnet.

(g) Incidental expenditure such as meals, telephone, local and overseas
air travel as well as motor car and accommodation allowances should
be in terms of the limits laid-down from time to time by Group Financial
Services/Group Human Resources and mus! be stipulated in such
consultancy contracts.

(h) Good corporate governance requires that Transnet avoid using
consultancy services that may be provided by our external auditors.
Any potential use of these consultants must be reviewed by SSM to
ensure proper use of these services.

2.15 e-Procurement Call-offs

E-Procurement is an effective tool to efficiently do call-offs from already approved National-
and As-and-when-required contracts, by utilising pre-approved catalogues/hotlists

2.15.1 Fixed Term e-Contract Suppliers

The following benefits can be achieved by Transnet through the use of fixed-term contracts
{whether supported by SAP or an e-Procurement system) and their suppliers -
(i) improved control for standardization, consolidation and leverage of the Transnet spend
(ii) reduces off-contract / maverick buying.
(iii) consolidates volumes for leverage, which reduces item unit prices.
(iv) reduces procurement process costs.
(v) improved procurement governance and strategic sourcing.
(vi) enables the development of best practices that can be shared throughout the Group

2.15 1.1 Commodities being purchased through the e-Procurement system will therefore be from
one or more Contracted E-Suppliers only. These contracted E-Suppliers will have been
sourced by the relevant Strategic Sourcing Team of the Division having considered
Standardization and/or consolidation as far as practically possible To ensure fairness
and transparency, contracted 6-Suppliers will only be placed on the system after one of
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the normal procurement mechanisms have been utilized and approval by the relevant
Acquisition Council, if the estimated value expected to emanate from such e-
Procurement contract is expected to fall within the jurisdiction of such Council.
Consequently, the e-Procurement system will act as a tool to efficiently conduct call-offs
against such duly approved contracts.

NB: The e-procurement system to be utilised for this purpose (whether the Supplier's or
Transnet's own system) needs the prior approval of the Transnet Chief Information
Officer (CIO) Council. Therefore, before any e-procurement commodity contract (e.g.
stationery) may be concluded, the Group ICT Function must first be approached. The
latter office will ensure compliance with Transnet ICT procedures and principles, and will
also be responsible for the submission to, and obtaining the approval of the Transnet
CIO Council.

2.15.1.2 Individual call-offs against such approved catalogues will not require separate DAC
approval but will be regulated by the e-Procurement system itself by means of internal
business policies, monetary levels and approval flows built into the system. The relevant
Strategic Sourcing Commodity Manager will be responsible for the monitoring of the
total spend by the different users, to ensure that the total estimated value of the contract
as approved by the Acquisition Council is not exceeded, and that the necessary
Acquisition Council approval for the increase of the estimated contract value, or any
amendment to the contract (e.g. adding of additional items to the catalogue/hotiist), is
obtained timeously.

2.15.2 Non-catalogue items from Contracted E-Suppliers

Where approved catalogues for a specific commodity group exist, but a newly required item
does not appear on the contracted Suppliers' approved catalogues, the Strategic Sourcing
Commodity Manager in charge of the specific contract will source all such items from the
contracted supplier of that specific commodity group, by obtaining prices by means of the most
appropriate manual procurement mechanism and add the item to the catalogue with the new
price and terms, once DAC approval has been obtained in the normal manner in terms of
paragraph 7.3 below (i.e. the 10% rule).

2.15.3 NB: The normal principles which guide the Procurement Procedures also apply to e-
Procurement.

2.16 Income Generating Contracts [and associated expenditure (procurement) contracts]

2.16.1 Although income generating contracts are in principle excluded from this Procedure Manual, all
associated expenditure contracts necessary to fulfil such contracts (i.e. procurement contracts to
acquire the necessary goods or services), do fall within the PPM jurisdiction . For example
Freight Rail negotiates an income generating contract (i.e. no open tender process) to transport
fuel from the Port of Durban to Zimbabwe. This would be a pure income generating contract and
although it might require Freight Rail Exco or even Transnet Board of Directors approval, it
would fall outside the scope of the PPM and DAC approval would not be necessary. (This is if
Freight Rail's existing infrastructure and rolling stock can cope with the contract).

2.16.2 However, if Freight Rail needs to purchase 2 additional locomotives and 90 rail tank wagons to
provide this service (fulfil the contract), such associated expenditure / procurement contracts
would fall within the ambit of the PPM and would also require pnor DAC approval.

2.16.3 The only exception to this rule would be in circumstances where a Transnet Division Specialist
Unit or Business needs to respond to an external tender invitation (e.g. Rail Engineering
responding to a tender issued by Metrorail for the supply of suburban coaches). In such
instances the limited time available to respond to such tender invitation would not allow the
Transnet Division. Specialist Unit or Business to invite tenders or obtain quotations/authority to
confine, etc. in respect of possible portions of the project that need to be outsourced or material
that need to be purchased externally. In such cases, irrespective of the monetary value of such
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transactions), the CEO may authorise such confinements and/or approve the selection of
possible joint venture partners/subcontractors, etc, without DAC approval, provided that the
rnatter(s) be reported for the DAC's information as soon as possible after the Transnet Division
has lodged its tender. Such transaction(s) reported in detail to the DAC as stated above, need
not again be submitted to the DAC, should the Transnet Division be selected as the successful
bidder, as this coutd lead to delays in the execution of such external income generating contract.

2.16.4 On completion of the project, the DAC should be informed of the outcome in detail, e.g. how the
selected subcontractors/JV Partners performed, was the project completed on time etc.

2.17 CIDB-Tenders and NEC Contracts

2.17.1 Scope and Definitions

The Construction Industry Development Board (CIDB) by virtue of the CIDB Act No. 38 of 2000
is empowered to promote efficiency and uniformity in the construction industry. The CIDB
implemented the following to give effect to its mandate: -

1. A Code of Conduct: To promote uniform and ethical standards, the CIDB published a Code of
Conduct for all construction-related procurement, as well as for all participants involved in the
construction procurement process. The Code and its requirements are contained in the CIDB Board
Notice 127 of 2003. Further information on CIDB requirements is available on the Transnet Intranet.

2. A Register of Contractors: As per the CIDB Implementation Program, Transnet is obliged to
implement this Register with effect from 30 November 2005. This implies that no construction
related contract may be awarded to a contractor, whose name does not appear on the CIDB's
Register of Contractors for that particular class of construction works (CE, EE, GB, ME or specialist
works) and tender value ranges (Level 1 - <R200 000 to Level 9 - >Ri00million). This also implies
that the newspaper advert, Notice to Tenderer and Tender Data must indicate that only CIDB
Registered Contractors will be considered. To award such a contract to a non-CIDB-registered
contractor would be a criminal offence. The alpha-numerics associated with Contractor Grading
Designations are depicted on Annexure G of the Standard for Uniformity.

3. A Register of Projects; In order for the CIDB to keep track of projects and build a database of
contracts, the Register of Projects was introduced. An employer must within 21 days of awarding a
contract, register the contract on the Register of Projects if the value of the contract exceeds the
under mentioned limits as laid down by the Minister by Notice in the Gazette. Presently these values
are R200 000 for the public sector (Transnet included) and R3 000 000 for the private sector. The
implementation date for the Register of Projects for Transnet is also 30 November 2005.

4. Standard for Uniformity: The Standard for Uniformity aims to bring about standardisation and
uniformity in construction procurement documentation, practices and procedures. The Standard for
Uniformity and its requirements are contained in the CIDB Board Notice 99 of 2005.

Apart from Best Practice Guidelines issued by the CIDB. it also selected 4 suites of best of breed
contract documents (general conditions of contract), all of which are well known and widely used in
the construction industry. Transnet decided to standardise on the NEC suite of documents and has
introduced the ECC3 (Engineering and Construction Contract), This means that none of the old
contract documents may now be used

The Standard for Uniformity makes provision for 8 different procurement procedures These
procedures are in line with Transnet's procurement mechanisms and are reflected below for ease of
reference

CIDB Standard Procurement
Procedure

Transnet equivalent in terms of PPM,
Part 2, Procurement mechanisms

P1 Negotiated procedure ' Contract Negotiation PPM 2 8
or Confinement PPM 2.5

P2. Nominated procedure Approved List PPM 2.6
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P3. Open Procedure
P4. Qualified procedure

(expression of interest)

P5. Quotation procedure
P6. Proposal Procedure

(Two envelope system)

P7. Proposal Procedure
(Two stage tendering}

P8. Shopping procedure

Open tendering process : PPM 2.2
Stage 1 of 2 stage tender PPM 2.10
or advertisement for framing of an Approved
List PPM. 2.6.2.1.
Confined enguiries < R2m : PPM 2.4
Not a preferred procedure in Transnet. If
justified in specific circumstances, it is
suggested that DAC approval be obtained
prior to going to market.
Two stage tendering system : PPM 2.10

Three quote system for low value
purchases <R5000 : PPM 2.4

The CtOB Standard for Uniformity further provides for 4 different methods of evaluating tender
submissions, namely:-

Method 1
Method 2
Method 3
Method 4

Financial Offer
Financial Offer and Preferences
Financial Offer and Quality
Financial Offer, Quality and Preferences

The CIO8 requires that the tender document {Tender Data) indicate which of the above 4
evaluation methods would be used in a particular tender evaluation. In addition, it is also
required that the weightings of the 3 main components be disclosed in the tender document so
that tenderers may consider this during preparation of their tender response, For example:-

Financia! Offer (Price/TCO) = 50"
Quality = 40*"
Preference (BBBEE) = _K)_(always 10 in line with PPPFA)
Total = 100

The weightings of Financial Offer and Quality may be adjusted depending on the merits
of each case, but should always add up to 90. For example, on a specific consultancy
service the weighting may be 70 for quality and 20 for price.

" In addition to this, one can also stipulate a minimum cut-off point on quality e.g. 70,
which means that any tender scoring less than 70 points on Quality, will automatically be
disqualified and regarded as non-responsive.

Extreme care must be taken where Methods 3 or 4 are used. In most instances, the evaluation
of quality is inherently subjective. Quality measures must also not promote captive markets and
should result in appropriate quality to comply with user requirements as opposed to best quality
available. II is recommended that where possible, quality be introduced as eligibility criteria in
the Tender Data. It is anticipated that Transnet, in most instances, will be using Method 2 for
evaluation of tenders. Refer to Part 9 for more detail regarding Price / BBBEE evaluation.

Other CIDB prescripts

1. Prices must be read out at public tender openings. However the CIDB has agreed that Transnet
need not read out prices, as this would compromise the post-tender negotiation process The
requirements of paragraphs 3.11 and 3.13.2 as well as 6.3.1 therefore also apply to CIDB tenders

2. The maximum limit for 3-quote system is R200 000. However Transnet, being a Schedule 2
company in terms of the PFMA is exempted from this requirement. Hence the Transnet limit of
R2million for the 3-quote system (Paragraph 2.4) also applies to CIDB tenders

3 The validity period (option date) of CIDB tenders may not exceed 8 weeks The CIDB agreed that
the validity period of bids for mega projects may be longer provided that it can be justified However
this is the exception. In genera!, validity periods should not exceed 8 weeks Should the award of
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business be delayed due to unforeseen circumstances, resulting in validity dates expiring, tenderers
may be requested to extend their validity periods. Please, however, refer to paragraph 3.5.2 below
for the consequences of extending option dates. Care must also be taken not to award any contract
outside the validity period (or extended validity period). After the validity of a tender has expired, no
contract can come into existence, as there is no legitimate "offer'.

A. Tenders may not be cancelled and re-issued on the same specification (substantially the same
scope) within a period of six months. This requirement must be complied with for all CIDB tenders.

5. Tender documents MUST be completed in black ink only. The CIDB agreed that it is acceptable for
tenders to be completed in a dark permanent ink which is legible and which can be clearly
photocopied. Tenders completed in pencil may under no circumstances be allowed. This
requirement must be clearly stated in the Notice to Tenderer, [over and above the Standard
Conditions of Tender (Annexure F of the Standard for Uniformity)].

6. All late tenders must be returned unopened. In addition, if only one tender had been received and it
is the intention to rather cancel and re-issue (in such a case the 6 month requirement per paragraph
4 above would not apply), this will only be allowed if the one tender received is returned unopened.
Divisions must therefore have procedures in place to ensure that where a single response to a CIDB
tender is received, it is not "prematurely" opened.

7. CIDB tenderers may v/ithdraw their tenders after the closing date, but before business is awarded
This is different to the norm (See paragraph 7.5.1.1 below) because a CIDB tenderer may have
been awarded another contract in the interim and does not have the capacity to undertake both
contracts.

8 Payments to be made within 21 days from date of invoice, otherwise interest al Prime plus 2% will
automatically accrue. Divisions may however stipulate its own payment conditions in the Contract
Data of the NEC contract templates utilised. Payment terms, depending on the Division's own
payment policies, should as far as possible not be longer than 30 day from date of invoice, since
such long payment terms will inevitably have an impact on the prices quoted by prospective
tenderers. It is essential that proper procedures be put in place to ensure that payments in respect of
CIDB contracts are handled expeditiously. Late payments could be considered as "fruitless and
wasteful* expenditure in terms with the PFMA.

9. Tender prices may not be adjusted due to arithmetical errors made by the tenderer This is one of
the very strict prescripts of the CIDB and MUST be complied with. If there is an arithmetical error in
the calculation of the pricing of a particular item the total will have precedence. The unit rate has to
be adjusted If the tenderer is not prepared to adjust his unit rate to bring it to his tendered total for
that item his/her tender becomes non-responsive. Should an adding error have been made on one
of the pages of the price schedule, the grand total (total tendered price) will take precedence.
The CIDB Standard for Uniformity, however, also allows for the correction of arithmetical errors
provided that the competitive position does not change e.g. the correction may not change the
position of the second lowest tenderer to the lowest, or vice versa.

10 The vanous monetary limits laid down by the CIDB as well as the Rand values of the different
categones of contractors eg the CE 5 >R3m to < R5m are inclusive of VAT This is important
since Transnet monetary limits (delegated authorities) are all exclusive of VAT,

11, All CIDB information relating to BEE st II refers to the PPPF Act which is based on the narrow based
principle. Transnet has decided to embrace the DTI s BBBEE principles as defined in the BBBEE
Act and Codes of Good Practice. Tender documents should therefore clearly indicate that
"Preference" would tie evaluated and scored in terms of the Broad-based principles. Refer to
Part 9 for more details regarding the implementation of BBBEE.

12 The CIDB will be administering a list of excluded tenderers (Contractors who have defaulted on any
CIDB contract awarded by another public Entity) This list will be similar to the Transnet List of
Excluded Tenderers and will run in conjunction with Transnet s List. This means that if a Contractor's
name appears on the CIDB's List of Excluded Tenderers he will not be eligible to be awarded a
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contract and his tender will automatically be "non-responsive*. For easy reference, the CIDB's List
will be published (and updated) in tandem with Transnet's own List of Excluded Tenderers. The GM.
SSM will on the merits of each case decide whether such restriction will be applicable to CIDB-
tenders only or for non-construction related work as well.

13. The CIDB has now amended legislation to incorporate post-tender negotiations with one or a
shortlist of responsive tenderers into its Standards for Uniformity.

14. The CIDB has also exempted Transnet from the CIDB Regulations in respect of Contracts relating
only to "construction works involving any installation, repair, maintenance or alteration of
mechanical material handling systems and lifting machinery in relation to the movement of
containers and bulk material. A copy of the CIDB's letter dated 14 September 2007 in this regard
is available on the Transnet intranet.

15. As mentioned before Transnet decided to standardise on the NEC suite of documents. The NEC
documents, mainly differ from the now defunct E5 document in the following respects.-

whereas the E5 aimed to place all the risk on the contractor (which unfortunately comes at a
premium), the NEC advocates the principle of risk sharing.
similarly, the NEC allows for the speedy and amicable settling of claims and disputes between
the two contracting parties without having to resort to expensive and protracted litigation.

The effect of this is that certain powers which rest with the AC on non-CIDB contracts (See
paragraph 7.3 below), is now under the sole discretion and jurisdiction of the "Project Manager"
and to a lesser degree the "Supervisor". The NEC also grants certain powers to the "Employer",
i.e. the CEO or his / her delegate who signs the actual Contract in terms of a proper Special
Delegation of Authority document. These Transnet employees or agents are appointed in person
and by name for a specific contract.

Although the initial contract will be approved by the relevant AC and signed by the "Employer" with
the appropriate Delegated Powers, the Project Manager and Supervisor will be responsible for the
day-to-day administration of the contract, without any further AC approval in terms of their specific
delegations, both in their personal capacity (i.e. by virtue of their Special Delegation of Authority), as
well as by virtue of their appointment as either Project Manager or Supervisor in terms of the NEC
contract.

All such powers exercised in terms of the contract and which entails a material amendment to the
contract, shall be reported for information to the relevant AC as soon as practicable after the event
For example, the raising of penalties for the late completion of the project or one stage of the project
is not a material amendment. However the issuing of a Compensation Event (Variation Order in E5
terminology) constitutes an amendment to the contract and will have to be reported to the AC.
Certain compensation events (e.g. additional work >10% of the initial contract value at non-
scheduled rates (refer to Paragraph 7.3 below) may require prior AC approval, before such
compensation event may be signed off by the Project Manager.

PART 3: ISSUING AND RECEIPT OF TENDERS AND QUOTATIONS (RFXs)

3. Drafting of RFXs

NB: Chapters 3 to 9 will apply to all the procurement paths mentioned in Part 2, unless
otherwise stated. The Tender documents should be compiled strictly in terms of laid-
down guidelines. Refer to the various standard forms and templates and the Contracting
Procedures Manuals for Transversal tenders and Division-specific tenders, available on
the Transnet Intranet.
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ISSUING

3.1 All notices and adverts calling for tenders / quotations shall be issued in the name of
Transnet Limited

3.1.1 Notices and the appropriate forms and draft agreements for tenders and quotations shall be
issued in the name of Transnet Limited and shall be published (advertised) in the Republic of
South Africa and abroad, if necessary. The name of the relevant division shall be indicated
supplementary to the name of Transnet Limited, e.g. Transnet Freight Rail, a Division of
Transnet Limited (Reg. No. 1990/000900/06). Refer to the various media advert templates
available on the Transnet Intranet.

3.1.2 The rationale for issuing such notices in the name of Transnet Limited is that every legal
document has to reflect the registered company name i.e. the legal persona of the company
which will be contracted with. The tender advertisement is a legal document as in legal terms
this becomes the request to offer to which any interested party can respond by submitting an
"offer.

3.2 Notices and adverts inviting tenders or quotations should reflect all important
information pertaining to the collecting and lodging of such documents

3.2.1 Notices and advertisements calling for tenders shall include the following:-
• the tender number
• a brief description of the commodity / service required,
• where the prescribed forms may be obtained and the cost to purchase them (if any).

the closing date the time and the place where tenders must be lodged.
• information pertaining to site inspections or pre-tender briefing sessions,
• the contact person's address and telephone/fax number, and
• particulars of Transnet1 s fraud line.

3.2.2 The advert should be as short as possible but nevertheless contain all relevant information. This
is to enable prospective tenderers to plan properly taking into account the time required to fulfil
all the abovementioned obligations. (See paragraph 2.17 above for requirements for CIDB
tenders)
Employees listed in tender notices as contact persons should ensure that they are available to
answer queries. Care should also be taken when responding to enquiries from potential bidders,
not to reveal additional information not in the tender document, to one contender and not to the
others. In such an event, in the interest of fairness, a proper addendum to the tender should be
issued to all tenderers who drew tender documents. Communication with potential bidders
during the open period of a tender (i.e. before the closing date) should be handled with
circumspection so as not to favour one tenderer above the other Refer to paragraph 3.15.2
below for the rules pertaining to site inspections and tender briefing sessions,

3.2.3 The notice / advert shall be duly published on or before the day of issuing of the tenders.
Tenders may be published in trade magazines, newspapers which are distributed locally or
wider, in electronic tender bulletins, other media which specifically targets specific
markets or small business enterprises, whichever is best suited to reach the potential
tenderers The office responsible for placing the adverts shall retain copies of all adverts as
placed by the relevant media, for audit purposes.

3.2.4 With regard to BEE, special effort should be made to advertise through media and publications
which will reach the required target area eg Sowetan, Enterprise. Pace as well as the Transnet
database Copies of the notice and prescribed forms shall be furnished to the AC secretariat
where the tender or quotation can reasonably be expected to fall within the jurisdiction of such
Council t."e. over the laid-down limit or longer than 2 years or where there is uncertainty as to
whether it will fall within the jurisdiction of a manager. Any subsequent amendments to notices
inviting tenders e.g. extension of closing date shall be communicated to the AC (Secretariat)
timeously
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3-3 Closing dates of tenders and quotations should be clearly specified and should be as
soon as practicable after the issue date, considering the circumstances of each case

3.3.1 The closing date for the submission of tenders or quotations shall be as soon as possible after
the date on which tenders or quotations are invited but must be long enough to allow prospective
tenderers sufficient time to prepare and submit a tender. For off-the-shelf type of purchases a
minimum of two weeks should be allowed, if possible. For more complex tenders such as
construction works which involve quantity surveying etc, a minimum of 3 weeks should be
allowed. The period shall be considered reasonable if the response is sufficient, considering the
specific market. Allowance must also be made for the time required to make delivery of tender
documents from other regions.

3.3.2 Tender closing dates should be scheduled to ensure that a particular tender box is only opened
once a week where at all possible. This is to eliminate the possibility of tampering with tenders
already in the box prior to the official closing date. When the closing date inadvertently falls on a
Saturday, Sunday or a public holiday, tenders or quotations shall be received up to 10.00 of the
next working day.

3.3.3 The closing venue should likewise be clearly stipulated. Divisions and/or ACs are responsible for
the opening and receipt of all tenders issued by the Division. Depending on the structures and
locations of regional offices and/or regional Acquisition Councils, the CEO/AC may decide to
delegate the closing of lower value tenders and quotations to regional offices/local tender
committees provided that it complies with the minimum requirements as laid down in this
Procedure Manual.

3.4 All tenders and quotations shall be given a business unique consecutive number plus a
cryptic description, and all pages shall be indexed and numbered

3.4.1 The issue of Tender / Quotation numbers should be controlled by a responsible person, to also
ensure the correctness of all tender adverts before they go out to market. Each tender /
quotation which is issued shall be given a consecutive number. This number shall clearly
indicate whether it was an open tender or a quotation, as well as identify the division which
issued it e.g. TENDER NO. TPT/IT/01/04. Following the unique number, a cryptic (short)
description of the requirement should be added, e.g. "SUPPLY OF PRINTER CARTRIDGES TO
TRANSNET PORT TERMINALS FOR A PERIOD OF TWO YEARS". Where practicable all
pages of the tender documents shall be indexed and numbered consecutively in order that both
tenderer and contract administrator can easily check the completeness of the tender document.

3 4.2 In view of the various differences between normal tenders and CIDB-tenders as outlined in
Paragraph 2.17 above, it is suggested that ODs allocate a unique prefix to the Tender Number
to indicate that it is a CIDB-tender. Similarly a specific digit or character can be allocated to
indicate whether such tender will close at the AC or at Regional/depot level e.g
TPT/M/01/06/D/cidb.

3.5 Validity periods should allow ample time for evaluation, drafting of the recommendation
as well as approval by all the necessary governing structures necessary for that
particular contract and contract value

3.5.1 Unless circumstances require a longer or shorter period to be fixed tender documents must
state that the tenders or quotations must hold good for at least 30 days from the closing date
thereof. If an unavoidable delay occurs with adjudication, it must be arranged to extend the
validity period This is subject to the necessary authority to communicate having been obtained
(Refer to paragraph 2.17 above for specific requirements on validity periods for CIDB-
tenders)

3.5.2 NB: The extension of a validity date effectively "opens the tender up" again and a tenderer has
the right to amend his price or any other tender condition. Transnet will have no option but to
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Tenderers may be allowed to only tender for certain items or portions of the total project,
where deemed advisable

Tender documents may allow for tenderers to tender for one or more items or for a part of one or
more items but Transnet reserves the right to accept a complete tender or quotation even if it is
not the lowest provided it is in the best interest of Transnet. Tender documents must be specific
as certain contracts will require that the whole contract be completed by the same contractor in
order to establish responsibility.

The raising of a non-refundable charge for tender documents is at the discretion of the
Manager concerned

A manager with the necessary Delegated Authority for the monetary value of the particular
contract, may decide at his/her own discretion that a non-refundable charge be raised for
tender forms, plans, specifications and samples depending on the nature, magnitude and value
of technical information or samples supplied.

This mechanism may also be utilised where it is deemed necessary to eliminate "fly-by-nighf
tenderers. However, this should be done with great circumspection so as not to unnecessarily
and unfairly eliminate QSE/EME companies.

The following guidelines (though not prescriptive) may be used to determine a fee for tender
documents:-

: no charge
: R250
:R500

<R2million
>R2million to <R5 million
>R5million to <R10 million
>R10million to <R35 million
>R35 million

• R750
: R1000 or higher (discretion of CPO)

Where a fee for a tender (RFP) document is to be charged, the advert should clearly state the
payment method. Due to the risks involved in having large amounts of cash in hand the sale of
tender documents at site meetings, especially in remote areas, should be avoided. Strict control
over cash received should be exercised and documentary proof of documents sold and receipts
issued should be kept on the appropriate files as part of the record.

Should cash payment be one of the chosen payment methods tender documents must clearly
stipulate that payments be made to the finance office {or another office independent from the
office that issued the tender). The finance office must ensure that the Tender Number is clearly
reflected on the receipt Tender documents may only be issued to bidders producing a valid
original receipt clearly indicating the relevant tender number. A copy of the receipt with the
signatures of the issuing officer and the bidder who purchased the document must be kept on
the appropriate tender file as part of the record. The following important information pertaining to
all tender documents issued must be entered into the RFX Issue Register, i e Tender Number
and description, receipt number, document number e.g copy no.3 of tender document name
and contact particulars of person who collected documents the bidder's (company) name and
date of purchase. At the tender opening, the number of responses received must be checked
against the number of payments received.

LODGING

3.8 Tenders are to be lodged and kept in a controlled environment at all times

3.8 1 All tenders/quotations falling within the jurisdiction of the DAC should clearly indicate the
physical (and courier address, if not the same), and postal address of the DAC where such
tenders will be received.
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3.8.2 Where the tender/quotation price is reasonably expected to fall within the jurisdiction of a
Manager (i.e. below the jurisdiction of the DAC). the tender document must clearly indicate how
tenders are to be addressed. Tenders anticipated to fall below the DAC's jurisdiction, and upon
receipt found to be falling within the DAC jurisdiction, must be referred to the DAC for
consideration in the normal manner, with an explanation as to why the tender did not close at the
DAC as laid down. Under no circumstances should such tenders be cancelled and re-issued
with the correct closing venue as that would discredit the whole tendering system. Tenders
anticipated to fall within the DAC threshold, and which consequently closed at the DAC, and
upon receipt found to be below the DAC threshold, may be dealt with by the AC (or the Manager
if it also falls below the AC jurisdiction), provided that the matter is reported to the DAC for
information and records.

3.8.3 Tenders/quotations must be submitted by the tenderer in a sealed envelope. The envelope
must indicate the tender/quotation number, the subject and closing date, time and venue so that
there is no need to open the document and risk the possibility of tender prices being leaked.

3.8.4 The tenderer or his agent shall immediately place the unopened tender/quotation in a locked
tender box for safekeeping until the specified closing date and time.

3.8.5 The tender box shall be fitted with 2 locks and the keys kept separately by two nominated
officials. No single person shall be allowed to open a tender box on his / her own. Both officials
shall be present when the box is opened on the stipulated closing date.

3-9 Tenders received open or without the relevant information on the envelope shall be re-
sealed immediately

3.9 1 If a tender/quotation is received open or without the relevant information on the envelope, the
contents shall be ascertained and then sealed with a note made on the envelope indicating -

(a) the date of receipt and by whom (name, designation and contact number);
(b) the state in which the tender parcel had been received;
(c) the tender/quotation number and description in respect of which the documents are

submitted, and
(d) the correct closing date, time and venue.

It will then be placed in the correct tender box for opening at the appropriate closing time,

3.9.2 When finally opened, such envelopes shall be kept on the appropriate files as an audit trail. The
tender list compiled by the officer responsible for the tender opening should also indicate that
such tender was received open, so that the evaluating team can consider possible malpractices.
However, such tenders should not be summarily disqualified.

3.10 Fax and e-mail tenders/quotations, and tenders/quotations lodged through an
electronic tendering system will be considered only if the tender document specifically
provides for it

3.10.1 No tender or quotation received by e-mail or fax will be considered unless the tender document
specifically provides for i(.

3.10.2 Where the tender document specifically provides for e-mail, fax or electronic reply, provision
must be made in the tender document for Transnet to be indemnified against any and all claims
which may arise as a result of the tenderer not being able to communicate with Transnet
electronically for any reason whatsoever before the closing time.

3.10.3 If at all possible the tender document should be arranged so that the critical information is listed
on one or two pages for the convenience of tenderers so as not overload fax machines.

3.10.4 There should tie strict control measures over such fax machines. Fax or e-mail tenders received
should immediately be endorsed 'subject to confirmation', placed in an envelope, sealed and
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deposited in the relevant tender box, if physical (hard copy) tendering is allowed in conjunction
with electronic tenders. Should e-mail tenders only be allowed in specific circumstances, these
need to be received in a controlled environment and only be down-loaded from the system after
the stipulated closing time.

3.10.5 Such tender/quotation shall be stamped and recorded with the others received provided that,-

(a) the e-mail or fax is received before the closing time;
(b) at least the name of the tenderer, the tender number, description of goods / service

tendered for, the price (separately or as a lump sum as required) and discounts (if any)
are clearly mentioned in the e-mail or fax tender;

(c) the tender/quotation is confirmed per letter or by means of the official tender form duly
completed which is delivered at the closing venue within a reasonable period after the
closing time or forwarded by courier service and received within a reasonable period
thereafter to allow due adjudication thereof; and

(d) adequate proof of the requirements in (c) above is furnished to the person in charge of
such delegated office responsible for the receipt of tenders/quotations falling within its
jurisdiction.

(e) The abovementioned requirements do not apply where tenders/quotations are submitted
by means of an electronic tendering system where all tender information and prices are
kept confidential and secure in the electronic tendering system until the closing time of
the tender.

OPENING

3.11 Tenders/quotations shall be opened as soon as possible after the closing date

3.11.1 All tenders shall be opened in public (if required by prospective tenderers) as soon as possible
after the expiry of the advertised closing time and date. At such public tender openings only the
names of the tenderers are read out but not the prices. This also applies to CIDB tenders -
see paragraph 2.17 above.
All quotations i.e. responses received in terms of procurement mechanisms 2.6, 2.7, 2.8,
2.9 (second stage), 2.11, 2.12 (second stage) and 2.13 and 2.14 if applicable, are excluded
from public tender openings. When such quotations are opened, the names of contenders
who responded are therefore not read out, nor are their prices disclosed. This is to prevent
collusion between a limited number of contenders or in the event of one supplier only, the
creation of a monopolistic situation.

3.11.2 A register reflecting the names of the tenderer's representative(s) attending the public opening
the company's name and the tender number shall be kept on the tender file as part of the record

3 11.3 Tenders/quotations shall be opened by a duly authorised senior employee in the presence of at
least one other employee. Neither of them shall have a personal interest in the tender/quotation
nor be involved in the issuing evaluation or adjudication thereof. See paragraph 5.8.1 below for
procedure to be followed should a tender opening official have an interest in any tender dealt
with at a particular tender opening session.

3.12 Tenderers shall delete items which they do not wish to tender for on the price list

3.12.1 Where tenderers insert prices on price lists supplied by Transnet, they shall delete items for
which they did not tender. If the price has been included elsewhere in the price list it should be
indicated. After tenders/quotations have been opened tenderers may not supplement their
original offer which was incomplete. Where prices have not been inserted in all the relevant
spaces on the forms and such items have not been deleted by tenderers, such spaces shad be
stamped 'no price" by the employee who opens the tenders/quotations

1
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3.13 Tenders are to be stamped and the names of the tenderers read out as they are opened

3.13.1 Should tenderers insist on a public tender opening, as each tender is opened (not quotations)
the name of the tenderer shall be read out. An employee shall date-stamp the tender or
quotation and all enclosures which indicate the prices, delivery periods and special conditions.
Tenders/quotations shall be numbered in the sequence in which they have been opened and the
words 'and last" shall be endorsed on the last tender/quotation. Where only one tender has been
received, the words "and only" shall be endorsed on such tender. The employee in charge of the
tender opening will record particulars of all tenders received in duplicate. The original list of
tenders received must accompany the original tender documents. The name and signature of
the person collecting the tenders must be obtained and the duplicate list with the signature will
be kept by the tender opening office, either on the appropriate file or in a register, as part of the
record.

3.13.2 NB It Is Transnet's policy not to disclose tender prices. With regard to quotations, names
„ of tenderers should not be read out. (See paragraph 3.11.1 above).

3.14 Late tenders will not be considered

3.14.1 Tenders/quotations arriving after the specified closing time shall not be considered and will
where practicable not be opened but kept sealed in the envelopes. A letter explaining the
circumstances will be sent to all "late tenderers" and such tenderers may then make
arrangements for the collection of their late tender if they so wish. Tender documents must
emphasise to the tenderers the importance of ensuring the correct closing venue, as tenders
delivered at the wrong tender box will not be considered if received at the correct closing
address after the closing time.

3.14.2 Where it is necessary to open a late tender/quotation to obtain the name and address of the
sender, each page of the document shall be stamped "late tender" before the tender is placed on
the appropriate files. The envelope must be stamped and initialled and be retained for record
purposes on the appropriate files.

3.14.3 NB: Late tenders that are not considered must be retained for a period of at least 6 months
before being destroyed (Record of destruction to be recorded on the relevant file). Tenderers
may be allowed to collect their late tenders if they so wish. In exceptional circumstances the
Chairman of the DAC has the discretion to decide whether a late tender may be
considered. Refer to paragraph 2.17 regarding late CIDB tenders. This should be done
with great circumspection and all documentary evidence leading to such decisions, plus
proof of the decision itself, should be kept on the appropriate files as part of the record.

3.15 Amendments before the closing date are permitted provided all tenderers are informed

3 15.1 Transnet is entitled to amend any tender condition, validity period, specification or plan, or
extend the closing date before the closing date, or in the case of a compulsory tender briefing
session, before the scheduled session. However, a minimum of 3 working days before the
scheduled date, such amendments or extension must be advertised and/or all tenderers who
obtained tender documents must be advised in writing per fax or e-mail of such amendment or
extension. The new closing date and time must be clearly reflected For this reason, employees
issuing tenders shall keep a record of the names and contact particulars of the persons or
enterprises to which tender documents have been issued

3.15.2 Where a compulsory site inspections briefing session has been stipulated in the Tender Notice
under no circumstances may an additional session be arranged merely to accommodate
tenderers who failed to attend a scheduled compulsory session. Such tenders must be
disqualified and Tender Notices must clearly indicate this. Should a tenderer arrive late, he/she
should be allowed to enter but under no circumstances will Transnet repeat issues already
addressed prior to his late arrival This must be stated clearly in the tender documents. Should
the tenderer wish to address any issue after the meeting, he/she may do so and all tenderers
especially those who arrived on time should be invited to stay behind if they wish, to ensure that
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the same information is disclosed to all tenderers - Refer to the relevant PPM Circular available
on the Transnet Intranet.

3.16 Tenders and quotations already received, and of which the closing date has been
extended, shall be kept unopened in the tender box

3.16.1 Where the closing date of a tender/quotation is extended, the notice which makes the extension
known shall also state that tenders/quotations already received, will be retained unopened in the
tender box and be duly considered after the expiry of the extended period. However, the
tenderer may request that such tender/quotation be returned to him/her or the tenderer may
cancel it by submitting a later dated tender/quotation before the extended closing date.

3.17 Amendments after the closing date are permitted provided that all tenderers are informed

3.17.1 Transnet is entitled to amend any tender condition, validity period, specification or plan after the
closing date of a tender. However, all parties who obtained tender documents and submitted
valid tenders must be advised thereof in writing by registered post or fax and be given the
opportunity of tendering/quoting on the amended basis by an extended closing date and time.
Tenderers who, for example submitted their tenders late, or who did not attend the compulsory
tender briefing session/site inspection, did not in fact submit valid tenders and cannot participate
in the extended invitation. Authority for such communication is to be dealt with in terms of
paragraph 3.18.below. In the event of a significant change to the specification to which other
new tenderers could possibly respond, a fresh tender would be required. Paragraph 5.6 below
stipulates that DAC approval should be obtained in such instances.

3.18 Communication with tenderers during the evaluation period is not permitted unless prior
authority has been obtained

3.18.1 In all cases a tenderer may only communicate with the person listed on the tender document on
any matter regarding his tender/quotation prior to the closing date of the tender/quotation. In
the interest of fairness and transparency, any additional information made available to one
tenderer (in response to a query) should also be made available to the other tenderers. A.fter the
closing date a tenderer may only communicate with the Chairman of the relevant DAC.

3.18.2 No communication between a tenderer or any other party who has an interest in a tender and
any employee of Transnet is allowed after the closing date, i.e. during the period between the
closing date for the receipt of the tender/quotation and the date of notification of the successful
tenderer of acceptance of his tender/quotation, except as provided for in paragraph 3.18.3
below Every case of unauthorised communication shall forthwith be reported to the Chairman
of the DAC If unauthorised communication has occurred, that tender/quotation may be
disqualified

3.18 3 The Chairman Deputy Chairman or the Secretary of the DAC, or the CEO of a Division, or his
delegate who has been delegated such specific powers in terms of his/her Special
Delegation of Authority, may subject to the provisions of paragraphs 3.18.4 and 3.18.5 below
authorise an employee, in writing (including by fax or e-mail) to communicate with a tenderer
during the period mentioned in paragraph 3.18.2 above for the purpose of:-

3 18 3.1 Explaining and verification of declarations made in tender response
3.18.3.2 Confirming that a quoted price is correct (Refer to paragraph 2.17 above re arithmetical

errors on CIDB tenders);
3 18.3.3 Confirming technical particulars and the compliance thereof with specifications
3.18 3.4 Determining whether there will be any change in price if only a portion of the work is awarded to

a tenderer
3 18 3 5 Requesting an explanation for an unreasonable price increase when it is compared with a

previous price and the interim movement of a relevant price index (Please note that this is
not an opportunity to re-tender)

3.18 3 6 Clarifying delivery times/quantities
3 18 3 7 Extending the validity period of a tender quotation or offer
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3.18.3.8 Amending any tender condition, validity period, specification etc. after the closing date in terms
of Paragraph 3.17 above;

3.18.3.9 Clarifying any other commercial aspect; and
3.18.3.10 Carrying out of site inspections of the tenderer's premises.

NB: The abovementioned communication issues do not Include post-tender negotiation. This
is covered in paragraph 2.7 above.

3.18.4 Where the tender/quotation is managed by a Specialist Unit with a specific strategic focus on
behalf of the user Division, the Specialist Unit shall coordinate all communication of a technical,
financial or commercial nature between Transnet and the tenderer to promote unity of purpose
and to obtain maximum advantage for Transnet,

3.18.5 In all cases where authority to communicate with tenderers has been granted in terms of 3 18.3
above, the submission to the AC should clearly state the nature of the communication as well as
who granted the authority to communicate and the outcome thereof. Documentary evidence of
all authorisations to communicate, the actual communication as well as the outcome thereof
(tenderer's response) should be kept on the appropriate files, as part of the record.

PART 4: EVALUATION

4.1 All tenders/quotations received must be recorded on a comparative list and forwarded for
evaluation to the employee concerned as soon as possible after the tender opening

4.1.1 After all the tenders/quotations have been opened and recorded on a comparative list; it shall be
forwarded to the manager in the Division concerned. After the lenders/quotations have been
entered on a comparative list and evaluated the manager shall return the tender documents
together with a recommendation to the DAC for consideration. If other Specialist Units call for
tenders/quotations on behalf of a Division, the recommendation of the user department shall, if
necessary, be obtained before the manager concerned or his delegate submits his
recommendation to the DAC. The consumer's recommendation, or in instances where other
criteria (other than price) are a prerequisite, a memorandum motivating how the relevant
selection criteria can best be met, shall also be submitted to the DAC. The criteria used during
the evaluation process may not include any additional criteria which have not been disclosed at
the outset in the tender document

4.1.2 Paragraph 4.1.1 also applies to tenders/quotations falling outside the DAC's jurisdiction, except
for the requirement to make a recommendation to the Council. If necessary, the tenders and
comparative list shall be submitted to the end user concerned for his report, and be returned
together with his recommendation. Upon receipt of this recommendation, the manager in the
procurement/Specialist Unit, who has the necessary contractual powers in terms of his/her
Special Delegation of Authority, shall indicate his decision on the comparative list or the
memorandum motivating how the selection criteria can best be met, before the contract is
concluded.

4 1.3 The comparative list which is submitted for adjudication shall also indicate the price and quantity
of the same goods or service on an existing contract (if any) or details of price, quantity, delivery
and date of similar previous purchases, sales or services {if any), together with appropriate
benchmarking information, such as price index shift or rate of exchange fluctuation during the full
duration of the contract.

4.1.4 It is not a requirement that Tender Evaluation Committees be appointed for each and every
tender. In cases where a properly appointed multi-disciplinary evaluation team might be an
"overkill', due to there being very limited criteria for consideration due to the absence of
complexity, there is no real requirement for the constitution of such committees. However, in
instances where a number of technical criteria are evaluated on a weighted point system
method an evaluation committee would be a requirement. Refer to paragraph 9.4.1 below for
tender evaluation with regard to BBBEE and the use of the BBBEE Calculator as a tool to
evaluate tenders in terms of the 90/10 point preference system.
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Also refer to the Manual for Evaluation of Tenders, available on the Transnet Intranet.

4.2 Tender prices must be recorded on a comparative list and be converted to a common
basis to facilitate a fair comparative analysis.

4.2.1 In order to facilitate fair comparison between the tenders/quotations, all bids shall be converted
to a common basis (which should have been developed during the tender development process)
on the comparative list (paragraph 4.1 above) taking the following into account:-

(a) Tender price preference points as determined from time to time, e.g. the BB8EE
Preference - see Part 9) must be allocated to the total scores where applicable.

(b) Railage
Should a tenderer have tendered a free on rail price (FOR), the railage calculated at the
public tariff applicable from the point where the goods have been offered or the port of
entry to the place where the goods shall be delivered shall be added to the tender price.
(Refer to paragraph 5.3.1.9 below for instances where the tenderer has specifically
stated that the railage costs will be for his own account, i.e. not FOR).

(c) Other costs in respect of goods from abroad to be added to tender price. Inspection
costs, the freight and insurance from the place where the goods have been offered to
the destination where it shall be delivered, landing charges, wharfage, the applicable
import levies as stipulated by the Government from time to time in respect of the
imported goods or that which forms part of the goods produced or made in the Republic
of South Africa (Refer to paragraph 4.15.1 below re Incoterms)

(d) Commercial discounts to be subtracted from the tender price.
(e) Other factors such as price adjustment conditions, exchange rate fluctuations, etc. that

affect the prices over the full period of the contract i.e. an apparent tower price at
tender evaluation stage may become the highest, due to unexpected exchange rate
fluctuations during the course of the contract, (see directive on Embedded Derivatives
available on the Transnet website)

(f) Any other incidental costs which may arise from the acceptance of an offer.
(g) Differences in quality which can be expressed in monetary value.
(h) Time value of money where cash flows differ.

4.2 2 The comparative list should, where applicable, show the comparison of prices under the
following headings:
(a) Tendered prices.
(b) Comparative prices (sub-paragraph (4.2.1)(a). (b) (c) and (d))
(c) Future anticipated prices (sub-paragraph (4.2.1 )(a.) (b) (c) (d) (e) (f) and (g))
(d) Nett Present value (sub-paragraph (4.2.1)(h)).

4.3 The Department of Public Enterprises' Competitive Supplier Development Programme

4.3.1 Transnet is exempted from the Department of Trade and Industry's (DTIs) National Industrial
Participation Programme (NIPP). which relates to importation of goods in excess of $10 million
In terms of NIPP, overseas suppliers are liable for a NIPP obligation amounting to 30% of the
imported content.

Transnet has instead implemented, with effect from February 2007, a Competitive Supplier
Development Programme (CSDP) as an alternative means of achieving the aims of the NIPP.
Tenders which have been issued prior to this implementation date, or after this date, and which
are still in the adjudication / negotiation stage, may be re-nego'tiated on the CSDP principles,
provided that details of such cases are reported to the GM SSM so that the DTI and the DPE
may be informed accordingly.

4.3 2 The goals of the CSDP are to increase the competitiveness, capacity and capability of the local
supply base Therefore in ali tenders where overseas tenderers will be responding, these goals
will be taken into consideration when tenders are adjudicated, and overseas tenderers should be
requested to include proposals in this regard in their tenders.
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4.3.3 Foreign suppliers are therefore requested to consider, as part of their tender response, to
commit themselves to mutually acceptable initiatives which will be contributing towards
sustainable industrial development and job creation in South Africa by means of direct and
indirect investments into South Africa.

4.3.4 One of the evaluation criteria of such tenders issued to foreign suppliers will therefore be the
extent to which the foreign suppliers provide option(s) for possible Foreign Direct Investment
(FDI) in local manufacturing, supplier partnerships with local firms, sustained skills development
programmes and other interventions aimed at strengthening local suppliers, with the aim of
working towards global competitiveness.

Refer to the Supplier Development Plan, available on the Transnet intranet, for more details
regarding Transnet's CSDP programme.

4.4 Transnet supports local industry by utilising SABS (including SANS} specifications,
where possible

4.4-1 Where it is in the interest of Transnet, it supports South African industrial and commercial
undertakings when purchasing goods and to this end it uses SABS (South African Bureau of
Standards) including SANS (South African National Standards), and CKS-specifications (Central
Standardisation Committee), as far as possible in the preparation of tender documents. Other
specifications must be drawn up in consultation with local industrialists in order that maximum
competition may be achieved.

4.4.2 If one industrialist is contracted to develop a specification in collaboration with Transnet it must
be arranged in terms of a development contract which effectively controls development costs.
The agreement must be on the clear understanding that the specification/products so developed
shall remain the property of Transnet which retains the right to call for tenders for the supply of
the goods in terms of that specification.

4.4.3 In terms of the National Railway Safety Regulator Act. consideration must be given to safety
during the procurement of goods and services for the Rail sector. Transnet contracts must
therefore impose specific duties upon suppliers to ensure compliance with safety
requirements/standards prior to and on delivery of their products/services to Transnet. The
contracts must also include penalties for non-compliance. Furthermore, if a supplier is required
to provide a permit as per the Regulations Transnet may not accept such goods/services
without such permit being made available. It is important to note that Transnet thereafter bears
the onus of ensuring that the safety requirements are upheld for the rest of the lifecycle of that
product. Transnet must therefore implement mechanisms for the periodic measurement of
performance, monitoring review of deliverables reporting on non-adherence to the agreed
standards as well as proposed remedial action. Refer to the various standard tender and
contract templates available on the Transnet Intranet

4.5 Transnet supports local industry by considering the local content portion of the tendered
price

4 5.1 Tenderers shall indicate in the tender documents against each item tendered for the amount
included in the tendered price which constitutes the local content portion of the tendered price

4.5.2 If any doubt exists regarding the bona fide production, manufacture or assembly of the tendered
goods in the Republic of South Africa, the employee who shall compare the prices may after
having obtained the necessary authority to communicate -

(a) call for documentary proof from the tenderer to substantiate any information furnished
by the tenderer, or

(b) take such steps as he may deem necessary to verify any information before he makes a
recommendation to the AC.
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4.5,3 Where business is awarded as a result of its local content, the amount due in terms of the
contract for the quantity of goods supplied, shall not be paid to the contractor unless and until he
has furnished an affidavit or auditor's certificate to the effect that the amounts stated in sub-
paragraph (a) above, are correct and constitute the local content portion which has been
included in the tendered price of each item tendered for.

4.6 Preference will be given to tenderers nearest to the place of delivery if all other things are
equal

4.6.1 If all other things are equal {e.g. price, BB8EE, delivery lead times, technical compliance)
preference will be given to tenderers nearest to the centres at which the goods must be
delivered.

4.6.2 Where the tenders/quotations are equal in all respects including 4.6.1 above, the award shall be
determined by the drawing of lots at a meeting of the AC, or in cases where the value of the
tender falls outside the AC's jurisdiction or sub/regional tender committee (if applicable), the
manager concerned shall draw lots in the presence of two other employees.

4.7 Tenderers who submit incorrect or false information in their tender documents, will be
dealt with severely

4.7.1 Where a tender/quotation has been accepted because of certain commitments made by the
tenderer at tender stage and it is thereafter established to Transnefs satisfaction that the
criterion were not met or were less than originally tendered, the loss/damage suffered by
Transnet as a result, shall be recovered from the contractor without prejudice to any right which
Transnet may have to repudiate the contract, in so far as it has not yet been completed
Consideration can also be given to placing such contractor on Transnefs List of Excluded
Tenderers (See paragraph 7.5 below).

4.7.2 The amount representing any loss, damage or penalty referred to in paragraph 4.7,1 above may
be recovered by deduction from moneys owing by Transnet to the contractor, whether under the
specific contract or through any other cause or by action in any competent court or partly by one
and partly by the other of these methods.

4.7.3 For the purposes of paragraph 4.7.1 above, Transnet shall be deemed to have incurred
loss/damage only where it can be shown that, if the degree to which the selection criteria had
been met, had been offered at tender stage, the contract would not have been awarded to the
contractor. The amount of recoverable loss/damage shall be the amount by which the
contractor's tender price or quotation exceeds the price that would have been payable to the
tenderer to whom the contracl or order would probably have been allocated In determining the
price that would have been payable to the other tenderer as aforementioned, account shall be
taken of any incidental costs and charges (over and above the tender price) which would have
been borne by Transnet in the normal course of business

4.8 Goods manufactured locally should where possible be marked "Manufactured in South
Africa" or "Proudly South African"

4.8 1 Goods of South African manufacture purchased by Transnet shall, if possible, be marked by the
supplier/manufacturer to indicate that they have been manufactured in South Africa, primarily to
ensure that the local product is not substituted for an imported product, but also to promote local
manufacture by openly displaying Transnet's support of local manufactured goods. Similarly
goods entitled to use the 'Proudly South African' mark should be marked as such,

4.9 The experience, equipment, financial standing and previous performance of tenderers,
will be taken into consideration in the evaluation process

4 9 1 A tender quotation shall not be recommended for acceptance if based on reasonable grounds
there is any doubt as to whether the tenderer is sufficiently experienced equipped and of
sufficiently sound financial standing to satisfactorily carry out the contract.
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4.9.2 Tenderers for services shall indicate their experience by submitting a schedule of work which
they have previously / recently undertaken.

4.9.3 A tender/quotation shall not be recommended for acceptance if the tenderer's previous
performance based on timeous performance, quality, price escalation and service was not
satisfactory and he has been informed accordingly.

4-9.4 So as not to expose Transnet to unreasonably high-risk situations, it is imperative to obtain and
verify the Company Registration Documents, etc or the personal Tax Clearance Certificates in
the case of individuals, from companies and/or individuals unknown to Transnet.

4.9.5 This, however, does not derogate from Transnefs BBBEE policy. Therefore BEEs unknown to
Transnet but who have been identified as potential suppliers should be assisted where possible

t in terms of the aforementioned policy,

V 4.10 Tenders/quotations shall be carefully checked for compliance with Transnefs
specifications or requirements

4.10.1 All tenders/quotations received shall be carefully perused for compliance with Transnefs
requirements and specifications. Provided other tenderers are not prejudiced thereby, any
deviations from the specifications or prescribed conditions, or new conditions stipulated by the
tenderer which are acceptable to Transnet, should be incorporated in the contract. This is to
ensure that all tenderers are treated fairly and that "apples are compared with apples' in
accordance with the same specification. Also refer to paragraph 5.2.

4.11 Tender documents should indicate the approximate quantities required at each centre

4.11,1 When goods are to be distributed throughout the RSA, the tender forms shall, as far as possible,
indicate the approximate quantities required at each centre and not merely the total quantity
required. This is to enable tenderers to suitably price their tenders taking into account transport
costs but also to ensure that goods purchased are not transported unnecessarily.

4.12 Goods imported from abroad shall be shipped to the closest port of discharge

4.12.1 Goods from abroad shall be shipped to the airports or ports in the RSA most advantageously
situated in relation to the point at which the goods are required, taking into account the
availability of transport modes and facilities.

4.13 Perishable goods shall be purchased locally and as close as possible to the centre where
it rs required

4.13.1 Purchases of goods of a perishable nature shall as far as possible and justifiable be made at or
near the centre where the goods are required.

4.14 Goods/services may be imported if local suppliers' products are not acceptable

4.14.1 When it is considered that the prices of goods/services from within the RSA or from abroad
through local representatives are too high, or the quality or service is unsatisfactory, or when
acceptable tenders cannot be obtained in the RSA or the goods/services are not available in the
RSA. such goods/services may be obtained from abroad in terms of the normal procedures.

4.15 Tender documents should, where applicable, contain conditions regarding shipping

4.15 1 Where possible tender documents should stipulate a "Delivered" price basis since this places the
responsibility and cost of import on the supplier as well as the risk of possible late deliveries. If
deemed more advantageous for Transnet to import direct from the overseas manufacturer,
tender documents shall contain appropriate conditions to ensure fulfilment of the terms of any
shipping freight agreement or customs and clearing agents to which Transnet is a party. Refer to
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Definitions: Part 10 for the various Incoterms. Tender documents should stipulate that Transnet
reserves the right to undertake its own clearing, shipping or insurance should the tenderers'
prices be found to be unreasonably high.

4.16 Proprietary articles shall not be used to limit competition

4.16.1 When a patented article is used as a sample or when the name of a manufacturer or of a certain
trade mark or brand is quoted, it shall only be to indicate the type or quality of the article
required and not to limit competition to that article. Tender documents or enquiries must specify
not only the patented article or the name of the manufacturer or trade mark or brand but also
mention that goods of a similar kind or quality will be considered (in order to obtain optimal
value). The same principle also applies where Transnet specifications are drawn up - See
paragraph 2.6.3.1. above. Should it, for example, be prudent to specify a specific standard for
warranty purposes (e.g. GEC electric traction motor spares), strenuous efforts should be made
to obtain quotations from the OEM, as well as various agents / distributors and retailers.

4.16.2 Transnet will acknowledge and respect the intellectual property (IP) rights of suppliers. However,
Transnet also needs to be seen to promote fair competition where at all possible. Therefore it will
strive to strike a fine balance between fair competition and protecting the intellectual property
rights of suppliers. Depending on the merits of each case, one or a combination of the following
approaches will be folfowed:-

(i) Transnet may choose lo pay the supplier outright for its IP in that product and purchase
the product with its IP, This applies to all specifications, drawings and/or prototypes.
The supplier relinquishes its rights to the IP completely and Transnet will own all rights
in that development. As far as possible, Transnet will disclose this at RFP stage, and all
aspects pertaining to IP will be negotiated and captured in the contract between the
parties. Compensation for the supplier's design inputs, etc., may be in the form of
awarding a significant order or by outright payment for design / development costs and
the supply of the relevant drawings, specifications and/or prototypes. Transnet shall
have the right to procure its future requirements via a tender process and the original
designer/developer will be free to participate. The IP-value in these cases will normally
be of lesser significance and therefore a patent/licence will not be registered.

(iij Transnet may choose to share the IP with the supplier where it jointly developed the
product. Both parties shall share the IP and royalties emanating from the use/licencing
of the particular product in such cases, and this will be clearly set out in the contract
between them. The IP-value in these cases will normally be of more significance and a
patent/licence will be registered jointly in the names of both parties.

(iii) Where a product has been developed exclusively by a supplier for Transnet, such IP
shall vest in Transnet Although such product(s) could have been developed solely by
the supplier, it(they) may not be patented by a supplier without Transnel's consent as
this could jeopardize the fairness of the procurement process for Transnefs future
needs. Such consent will not be unreasonably withheld.

(iv) Where an existing patented article is required by Transnet, and depending on the
specific product and availability of similar products in the market, (whether patented or
not). Transnet may choose to either confine the purchase of the patented article only or
issue an open tender clearly specifying that the patented article or "anything similar" will
be considered.

4.17 Transnet will not accept liability for the cost or delivery of samples made from Transnet's
material

4.17 l Samples made from material supplied by Transnet will not be returned to the tenderer and
Transnet will not necessarily accept any liability for the cost of the manufacture of such samples
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4.18 Transnet will deal with samples supplied by tenderers, as follows:-

4.18.1 Transnet reserves the right to retain samples which tenderers are required to furnish in
compliance with the tender conditions.

4.18.2 Transnet will not pay for samples submitted by the successful tenderers and it may retain the
samples for the purpose of determining the quality and workmanship of the goods delivered in
execution of the contract.

4.18.3 If the samples of unsuccessful tenderers are retained and such tenderers require payment for
them, Transnet will make payment at the tendered price of the article. If Transnet does not want
to retain such samples and the tenderers require their return, Transnet will accept liability for
their return to any place within the RSA.

4.18.4 Transnet is not liable for samples furnished by tenderers on their own initiative. If tenderers
desire the return of such samples, these will be returned at the tenderer's risk and cost

4.18.5 Prospective suppliers who fail to furnish samples when specifically required to do so, may be
disqualified.

PART 5: RECOMMENDATION

5.1 A memorandum of reasons for awarding business {fulfilling the criteria) should
accompany the recommendation (precis) to the AC.

5.1.1 Where tenders/quotations are invited and selection criteria other than price alone will be a
deciding factor, e.g. environmental impact, local community involvement, job creation BBBEE
involvement, a memorandum motivating how all the relevant selection criteria can best be met.
should form part of the submission (precis) to the relevant AC, or in cases falling below the AC's
jurisdiction, to the Manager with the necessary delegated powers.

5.2 Tenders which do not comply with tender/enquiry conditions should as a general rule be
rejected

5.2.1 Tenders/quotations which do not comply with the tender/enquiry conditions, or which are
incomplete should, as a general rule be rejected Such tenders/quotations may only be taken
into consideration if other contenders are not prejudiced thereby, and it is regarded to be in the
best interest of Transnet. When the documents are returned to the Chairman (or manager in
respect of those tenders falling below the ACs jurisdiction) the recommending officer shall
submit a certificate giving details of any aspect of the tender conditions which has not been
complied with but which is nevertheless recommended for acceptance. - Also see paragraph
4 10.above,

5.3 Transnet is not obliged to accept the lowest, or any bid

5 3.1 The lowest, or any tender/quotation, shall not necessarily be recommended for acceptance
Refer to paragraph 5.6 below, should none of the tenders received, be acceptable. The
acceptance of the whole or part of any tender/quotation or in the event of a number of items
being tendered for, any item or part thereof may be recommended, provided that this was a
tender condition. Suppliers, who in conflict with the tender conditions, qualify their bids on the
basis that the whole tender/quotation should be accepted, must be advised that the restriction
must be withdrawn before their tender/quotation can be considered.

5.3.1.1 Price

As Transnet is operating in a competitive transport market, price is a very important factor as it
ensures optimal value for money and reflects directly on Transnet s bottom line However
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unless cost will be the determining factor on whether a project will go ahead or not, price should
not be regarded as the only factor. Generally, all tenderers are to be scored using a pre-
determined scoring matrix reflecting the relevant selection criteria and their weightings. PRICE
and BEE should be kept separate from technical / quality / service related criteria so as not to
dilute their importance as will be noted from the BEE scoring matrix - See Part 9.

Price should therefore not be the main or only criteria for selecting the successful tenderer,
especially if there are other equally or more important criterion. Depending on the circumstances
and merits of the case, any one (or more) of the following criteria can have a larger or lesser
impact, or may even be the single deciding factor for the award of the business.

5.3.1.2 Total Cost of Ownership (TCO)

In terms of open and fair competition, as far as possible specifications are not written around
specific products but drawn up to accommodate as many acceptable products as possible.
When different products are compared, other aspects such as guarantee periods, expected
lifespan, cost and availability of spare parts/components, after sales service, etc should be taken
into consideration to ensure that the TCO is compared and not merely the tendered price in
isolation.

5.3.1.3 Service and supply chain reliability

In order to reduce inventory levels and the high cost associated with stockholding, i.e.
warehouse space, staff, inventory control systems, etc a reliable supply chain with the shortest
possible lead times for delivery will have a direct influence on the eventual TCO of the product

Transnet may at its own discretion prefer not to keep high-value emergency spares/components
in stock due to the negative impact it will have on inventory levels. The supplier may therefore be
required to keep such stock and supply to Transnet on very short notice (e.g. traction motors,
container crane components) in which case this would either become a tender condition or a
very important evaluation criteria.

5.3.1.4 Quality

As Transnet's reputation as a safe transport provider is dependent upon the quality of its service,
the quality of the goods and products utilized to^provide that service cannot be compromised.
However, one should guard against "over-specification'1 (i.e. specifying more than the minimum
requirement to do the job). One should strike a balance between optimal cost and quality.

Quality will be crucial when it cannot be compromised without endangering human lives or
Transnet's service levels, e.g. train signaling equipment or rolling stock equipment.

5.3.1.5 Local community involvement

A project may be identified and set aside specifically as a community upliftment programme
where the success of the project is dependent upon the support and recognition of the local
community, e.g. the erection of a day-care centre for employees" children.

5.3.1.6 BB8E6

Transnet has aligned the measurement of BBEEE to the DTI Generic Scorecard and will accept
BSBEE scorecards issued by Verification Agencies accredited by SANAS and who are using the
latest Codes of Good Practice. Refer to Part 9 for a full description of the BBBEE methodology
and the 90/10 preference point system utilized by Transnet as well as the relevant BBBEE
Circular and RFX clause available on the Transnet Intranet.
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5.3.1.7 Utilising local labour force

On high-tech, high-value construction contracts, there is always some unskilled or labour
intensive work that could possibly be outsourced to the local community. The main contractor
takes responsibility for the project in totality and is responsible for training and skills transfer to
the local community labour force. In such instances, the tender documents should stipulate that
it is either a pre-condition or a favourable consideration that the successful tenderer make use of
the local workforce for the labour component of the contract.

5.3.1.8 Environmental impact

5.3.1.8.1 The importance of environmental conservation as an evaluation criterion cannot be over-
emphasised, This does not only cover construction type contracts which ma/ have a direct
impact on the surrounding environment but also include any other indirectly related matters
such as manufacturing processes where the raw materials or products used are not
environmentally friendly.

5.3.1.8.2 This category is relevant where the feasibility of a project is dependent upon the environmental
impact it will have on the surrounding properties (e.g. harbour developments adjacent to a
nature conservation area or where the disposal of a product at the end of its life-span will have
a cost implication, e.g. nuclear waste disposal).

5.3.1.9 Reciprocal Business

Since Transnet's focus is to provide a world-class multimodal transport service, prospective
tenderers should be encouraged to utilise such services to transport their raw materials and/or
finished products. Therefore, depending on the commodity being purchased and the applicability
of utilising Transnet's sen/ices, reciprocal business may be one of the important evaluation
criteria and stipulated as such in the tender document.

5.3.1.10 Transnet's public image

5.3.1.10.1 Transnet, a public company, with its sole shareholder being Government should always be
aware of the image it portrays to the public. Its tendering processes should therefore always
be seen to be fair, open and transparent. Business transactions and dealings with service
providers who do not share these same goals should be avoided.

5.3 1.10.2 This category as an evaluation criteria will be applicable where Transnet's public image is at
stake and will be the deciding factor e.g. in an advertising or marketing campaign

5 3.1.11 NB: The abovementioned are merely some examples of selection criteria and it is not intended
to be limited to only these. So as not to create false expectations with tenderers, it is important
that the selection criteria, not necessarily in order of importance, and without any reference to
the individual weightings, be clearly stated in tender documents.

5.4 Reasons for recommendation must be clearly stated in the recommendation to the DAC
and where applicable should be accompanied by the relevant certificates.

5 4.1 The reasons for recommending tenders/quotations shall be clearly stated by recommending
officers.

5.4.2 When only one technically acceptable tender/quotation is received and recommended for
acceptance, it shall be indicated whether the prices are fair and reasonable and how this has
been determined (e.g. previous prices etc).

5.4.3 If a tender/quotation other than the lowest is recommended, the recommending officer shall
certify with reasons that this represents optimal value and is in the best interest of Transnet
The AC shall furnish reasons should it not be satisfied with a recommended tender/quotation. In
both instances such reasons shall be recorded in the DAC minutes.
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5.4.4 Vvhen business is awarded to a supplier {who is not the lowest tenderer) because of his ability to
best meet the selection criteria, this must be clearly indicated in the recommendation to the
AC/manager together with an indication of the cost-premium payable by Transnet.

5.5 Disagreement between recommending officers shall be referred to higher authority within
the division, or to the DAC

5.5.1 Where the decision of the manager who may conclude the contract conflicts with the
recommendation of the consumer, the dispute shall be settled by the employees concerned
having regard to technical and commercial considerations. If it is not resolved it shall be referred
to higher authority within the division concerned or to the DAC for a decision.

5.5.2 Should a dispute arise between the recommending officer and the DAC regarding a submission
made to the AC, consensus should be sought from the CEO of that Division on business
matters, or from the Group Supply Management Function on policy and procedural matters
Should consensus not be reached (i.e if the CEO/Group Supply Management also agrees with
the DAC), the recommending officer may escalate the matter to the GM" SSM for a decision and
if still not settled, to the Transnet GCFO. whose decision shall be final and binding on all parties.

5.5.3 NB: As the DACs are governance structures instituted by Transnet Executive Committee
and appointed by the CEO of the Division, nobody other than the CEO (in cases where the
CEO him/herself is not the Chairman of the AC}, may "overrule" a AC decision. (See
paragraph 8.1.11.2 below for more details)

5.6 Non-award of business shall be submitted to the DAC for consideration

5.6.1 Non-award of business (as a result of Transnet's bad planning) should for obvious reasons be
minimised as far as possible as tenderers inadvertently incur expenses in preparing and lodging
tenders. In such cases, consideration should be given to refunding the tender document charge
if tender documents were sold. When no tender/quotation can be recommended for acceptance,
the manager concerned shall submit the non-acceptance with reasons as well as an indication of
how the required goods/sen/ice will now be met for DAC consideration.

5.6.2 The same principle shall apply if part of a tender, or certain items, is not awarded.

5.6.3 If the award of business as approved by the DAC is not awarded the matter must be motivated
and submitted for DAC consideration. Transactions falling below the DACs jurisdiction (or
regional / local DAC) should be dealt with similarly, except that the Manager concerned will
consider such non-award.

5.7 Sales to or purchases from employees to Transnet will not be permitted.

5.7.1 No sale to or purchase from a Transnet employee shall be permitted under any circumstances.
This procedure does not apply to sales by auction or such other exceptions as may be
authorised by Management from time to time.

5.8 Employees who may have an interest in a tender shall declare such interest and recuse
themselves.

5 8.1 Employees who may have a competing direct or indirect personal interest in a specific tender.
quotation or offer, must declare such interest and recuse themselves as such competing
interests can make it difficult to fulfill his/her duties impartially. The employee must declare such
interest in writing to his/her superior and recuse him/herself from the receipt, evaluation
adjudication or acceptance of the tender/quotation/offer Declarations of interest in any business
must be kept m a proper register with the relevant Head of Department for audit purposes. In
addition all employees involved m any way in the tender process must sign a Declaration of
Interest Certificate and indicate whether or not they have an interest in the tender. This record
must be kept on the appropriate tender file for the record
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5.8.2 A direct interest in a tender includes the following;-
The employee:-
- Being a shareholder / member / director of a tenderer;
- Being a shareholder / member / director of the holding company of a tenderer; and
- Being a shareholder / member / director of a subsidiary of a tenderer

or
a direct family member as defined in paragraph 5.8.4 below, or a close friend.-
- Being a shareholder / member / director of a tenderer;
- Being a shareholder / member / director of the holding company of a tenderer; and
- Being a shareholder / member / director of a subsidiary of a tenderer

5.8.3 Likewise, any indirect interest of an employee in a tender/quotation or offer should also be
declared. The Manager will rule whether he/she should recuse him/herself and the reasons
should be minuted and kept on file for the record. Indirect interests may be, but are not limited
to>

Having been involved with the drafting of the specification or tender documents, or the
issue / advertising thereof,
Having been involved in the evaluation/adjudication of the said tenders {applicable to
members / alternates serving on the relevant DAC).

5.8.4 Tender documents must always contain a clause for prospective tenderers to declare any
possible direct family relationship with a Transnet employee. Direct family relationship includes
husband/wife, children {own and step), parents and grand parents {own and in-law), brothers
and sisters (own, step and in-laws). Although business with such enterprises is not forbidden, it
is imperative that it be properly declared, and explicitly pointed out in the submission to the AC in
order that the AC may consider all the relevant facts and decide whether such involvement by a
Transnet employee could be regarded as fair or whether other prospective tenderers will be
prejudiced or may be perceived to have been prejudiced thereby.

5.9 Ex-employees shall not be restricted from doing business with Transnet

5 9.1 Ex-employees of Transnet shall not be restricted from doing business with Transnet unless a
Restriction of Trade Agreement concluded at their time of departure from Transnet exists. Due
diligence should however be exercised by evaluation teams to determine whether any undue
influence/unfair advantage could have been possible between any Transnet employees and the
ex-employee. This should be stated clearly in submissions to the AC or to the delegated
manager for transactions falling below the AC's jurisdiction. NB This is not applicable to the
disposal of non-core business of Transnet - refer to paragraph 1.3.3.4. (xiv) above.

5.9 2 In terms of Transnet's Social Plan, ex-employees who have been retrenched may be assisted to
establish entrepreneurial ventures through the Transnet Development Agency. Such
commitments from Transnet's side should be formally approved in terms of Transnet s Social
Plan. Such ex-employees {or groups of ex-employees) will obviously not be restricted from doing
business with Transnet - in fact, once the terms of the TDA and the way in which it will function
has been agreed upon with the unions, it might even be decided to give such entrepreneurial
ventures some sort of preference.

PART 6: CONTRACT ACCEPTANCE

6.1 Employees shall not anticipate approval of acceptance of tenders and prematurely inform
the recommended tenderer of the acceptance of a tender

6 11 No employee shall anticipate the approval of acceptance of tenders/quotations and shall not
enter into contracts verbally or in writing or place orders before the prescribed procedure has
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been performed and authority has been duly granted therefor by a manager with the appropriate
Special Delegation of Authority.

6.2 The decision to accept tenders/quotations may only be communicated once all the
provisos have been adhered to

6.2.1 A manager may only communicate the acceptance of a tender/quotation i.e. conclude the
contract if the following provisos have been adhered to>

62.1.1 he has complied with all internal Policies and Procedures and if applicable obtained the DAC's
concurrence by means of an approved DAC minute,

6.2.1.2 the value of business awarded is within the level of his/her powers to contract in terms of his
^ Special Delegation of Authority; or where the value exceeds his/her powers, he/she shall obtain
W a mandate from higher authority to conclude and administer the contract; and

. , 6.2.1.3 where the value of business exceeds the relevant CEO's delegated powers to contract, a
mandate in favour of a nominated manager shall be obtained from the relevant higher authority
(e.g Transnet GCFO or GCE, depending on the value of the contract) to conclude the contract
with one or more specified contractors for a specific amount, and to administer such contract.

6.3 Notices of non-acceptance to unsuccessful tenderers, and conclusion of a contract(s)
with the successful tenderer(s) shall be finalised as soon as possible after approval has
been received

6.3.1 As soon as possible after approval to award a contract has been received the OD which
invited the tender/quotation shall arrange to conclude the contract i.e. to inform the successful
tenderer of the acceptance of his tender/quotation. This notice may only be communicated by a
person with the necessary Special Delegation of Authority, or a person with a written mandate
for a specific contract. Unsuccessful tenderers shall be advised in writing of the name of the
successful tenderer but not the value of the contract as it is Transnet s policy not to disclose
tender prices. The disclosing of the successful tenderer's name does not apply to business
which was confined to one or more contenders, Approved List purchases included. On award of
business to the successful contender all unsuccessful tenderers, including those who responded
on confined enquiries and quotations, will be informed of the reason as to why their tenders had
been unsuccessful, e.g. price, delivery period, quality, BEE or any other reason.
Details on how tenderers responded to the relevant evaluation criteria should also not be
disclosed (See Paragraph 5.3.1.1 and 3.11 above).

6.4 Applications received in terms of the Promotion of Access to Information Act (PAIA)

6.4 1 Should an application be received in terms of PAIA, the "requestor" should be referred to the
Transnet Limited Information Manual. The purpose of this Manual is to set out the procedures to
be followed and criteria that have to be met for anyone (the "requester") to request access to
records in the possession or under the control of Transnet Limited and its Entities.

6.4.2 As the Transnet GCE is automatically designated the Chief Information Officer, requesters are
required to address all requests to the relevant Deputy Information Officer of Transnet as per the
Manual. It is important to note that all requests receded in terms of PAIA must be dealt with
immediately as there are deadlines within which to respond to the requester.

6.5 The SA Post Office and/or Telkom SA Ltd shall be regarded as the Agent of the Tenderer
if delivery of acceptance to the tenderer is communicated by means of a telegram or letter

6.5.1 When a tenderer has been advised by telegram or letter of the acceptance of his
tender/quotation the South African Post Office Limited and/or Telkom SA Limited shall be
regarded as the agent of the tenderer and delivery of such notice of acceptance to the above-
mentioned offices shall be considered as delivery to the tenderer
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6.5.2 Where a tenderer has been informed per fax of the acceptance of his tender/quotation, the
acknowledgement of receipt transmitted by his fax machine shall be regarded as proof of
delivery to the tenderer.

6.6 Types of contracts

6.6.1 The contracts of Transnet may be for, but not limited to:-

6.6.1.1 a specific service based upon a lump sum price or on a priced schedule of approximate
quantities;

6.6.1.2 a definite quantity of goods at an agreed price,

6.6 1.3 the supply of an estimated quantity of goods or rendering of a service at an agreed price, during
a fixed period, provided that the estimated quantity of goods to be supplied or service to be
rendered may be increased or decreased by ten per cent if allowed for in the contract.

6.6.1.4 the supply of an unspecified quantity of goods or rendering of a service at an agreed price,
during a specified period, provided thai details furnished of similar goods supplied or services
rendered during a previous period or of possible future requirements are for the information of
the tenderer only and shall not be binding;

6.6.1.5 lease for a specified period at an agreed rental, with or without the options of renewal or for an
unspecified period, but provided that normally six months' notice of termination may be given.

6.7 A formal written contract shall be entered into with the successful tenderer

6.7.1 A format written contract shall be entered into with the successful tenderer unless the goods or
services are for immediate delivery or execution, or in cases where a duly approved
procurement/credit card is utilised (refer to paragraph 2.3). In all instances where a formal
contract is not concluded, the acceptance in writing of a tender/quotation, setting forth all the
material terms agreed upon {i.e. exchange of letters agreement, a purchase order, letter of
intent, etc), shall be sufficient compliance with this directive. No payments shall be made in the
absence of documentary proof of a contractual commitment existing on the part of Transnet as
well as the conditions pertaining thereto. This is to ensure that Transnet is suitably covered
should it become necessary for Transnet to resort to litigation for any reason. The rules
governing safe custody of contracts (refer to paragraph 6.9.1 below) equally apply to "contracts"
of this nature.

6.8 Formal contracts are to be entered into in the name of Transnet Limited

6.8.1 All contracts shall be concluded, as soon as possible after the award of the business to the
successful tenderer, in the name of Transnet Limited according to guidelines issued and shall
be signed for and on behalf of Transnet by a manager with the appropriate Special Delegation of
Authority.

6.8.2 Internal contracts (SLA's) between Operating Divisions and Specialist Units are dealt with in the
terms of the Interdivisional Support Policy. Such contracts do not require AC approval.
However, any external contracts which may be required by the internal Specialist Unit are
subject to these Procedures and require Acquisition Council approval. Since all ACs are
governed ty the same rules, it is immaterial whether the client's or the Specialist Unit's AC is
utilised This aspect may be stipulated and agreed upon between the two parties when
formalising the Service Level Agreement. Since the SLA per se, does not require specific AC
approval, the contractual limits laid down in terms of a manager's Special Delegation of Authority
may be used as a guideline to determine the level of approval for such SLAs.
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6.9 Divisions shall arrange for the safe custody of all their contracts and contract files

6.9.1 Every division shall arrange for the safe custody of contracts at a suitable, approved centralised
or regional location which is acceptable to the CEO. Similarly, all related documents and
correspondence relating to a specific tender/contract should be kept for audit purposes.

Related documents which should be kept on contract files as part of the record include, but are
not limited to, documents such as, for example, Request to Purchase (requisition), the going to
market strategy, tender advertisements{unless kept by a central tender issuing office),
authorisations to confine, minutes and score-sheets as well as declaration of interest documents
signed by members of evaluation teams and post-tender negotiation teams, certificates
authorising communication with tenderers, minutes of tender briefing sessions, agendas and
minutes of post-tender negotiation meetings, correspondence with tenderers, etc. Refer to the
Transnet Intranet for the checklist template of documents and signoffs which should be kept on
contract files.

The following may be used as guidelines as to how long different documentation /
correspondence should be kept in safe custody:-

- Unsuccessful tenders must be kept for 3 years after completion of the contract, and
thereafter it may be destroyed.

- Successful tenderer's tender / contract document, as well as the contract file and
related general correspondence must be kept on site in a proper and safe archiving
facility for a period of 5 years after completion of the contract, thereafter may be
archived in an off-site archiving facility in terms of normal archiving procedures.

These files should be properly archived and tracked by means of a proper register so that they
can be easily traced when required for audit investigations and/or litigation purposes.

6.10 Where deemed advisable for the fulfilment of the contract, Transnet may insist on a
suitable security/guarantee

6.10.1 When security has to be provided by successful tenderers in terms of the contract, the delegated
manager entering into a contract shall ensure that adequate security is obtained for the fulfilment
of the contract. It shall preferably be in the form of a guarantee by a bank or approved guarantee
corporation, or a deposit with Transnet of approved Government or municipal stock in negotiable
form. All securities shall be safely held by the division concerned which shall keep a register
thereof and shall ensure that the security does not lapse before the contract is completed.

6 10.2 Cash deposits or a "guarantee" in the personal name of an official of a bank or other institution is
not acceptable.

6 10.2.1 On construction/engineering related contracts, and provided that the contract document allows
for that, one can also revert to the practice of retaining part of the payment as retention money.
Retention money, normally 5 to 10% of the individual payments, is held back by Transnet as a
guarantee for the satisfactory completion of the project. When such amounts have accumulated
sufficiently, consideration is normally given to the refunding of the guarantees or sureties.
Retention moneys are only refunded after completion of the guarantee period (normally 6 to 12
months, depending on the risk of latent defects).

6 10 3 Depending on the risk to Transnet, these measures may be relaxed to facilitate Transnet s
BBBEE Development Program, as provided in Part 9 hereof.

6.11 In the event of the successful tenderer failing to sign the contract, Transnet may, subject
to certain provisos, decide to award the contract to the next favourable tenderer

6.111 When a successful tenderer, after having been informed of the acceptance of his tender fails to
sign a contract within a reasonable period after being called upon to do so or to provide the
necessary security if any and it is not practical within the time available to call for fresh tenders
the acceptance of the next most favourable tender quotation shall be considered if that tenderer
is prepared to enter into a contract on this basis In the case of tenders/quotations which fall
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within the DAC's jurisdiction, the matter shall be referred to the DAC with a recommendation
from the manager of the division concerned.

6.11.2 In the case of tenders/quotations originally accepted by a manager and the value thereof stiil
does not fall within the DAC's jurisdiction, the manager shall, on the same lines as above, decide
on the acceptance of the next most favourable tender if it also falls within his delegated power
and not within the DAC's jurisdiction.

6.12 Transnet may decide to divide the total requirement between two or more tenderers

6.12.1 When it is considered in Transnet's best interest to divide the total requirement of a tender
between two or more tenderers (e.g. in order to draw from the most convenient or nearest
source, or to ensure continued competition or to optimise available resources or to support a
BEE Company) a supply or service may be divided amongst several tenderers, and contracts
can be placed accordingly, provided that this was a tender condition. The total value of the
business to be awarded, and not the individual contracts, will however determine whether such
tender falls within the AC's jurisdiction or not. Once approval for the award of the business has
been obtained from the AC, the individual contracts may be signed by the person with the
necessary contractual powers for the individual contracts.

6.13 No person may communicate the acceptance of a tender, quotation or offer without the
necessary delegated powers

6.13.1 No person may communicate the acceptance of a tender/quotation to a tenderer (that is to
conclude a contract) unless;-

(a) he/she has been duly authorised thereto by a valid Special Delegation of Authority, and
(b) he/she has complied with the internal Policies and Procedures (e.g. used approved

procurement paths, obtained DAC approval if falling within its jurisdiction etc).

6.13.2 NB: A manager may not delegate more than he/she has been authorised to and no person
may parcel the total quantity required for particular goods/services to bring the amount
within an employee's delegated powers to contract, or below the DAC's jurisdiction.

6 13.3 Should it be decided to divide the total requirement or project between more than one tenderer,
the total value of the business and not the individual contracts shall determine the level of
approval required. Only after the necessary approval has been obtained, may the individual
contracts be signed by the manager with the necessary delegated contractual powers. If a
project is divided into smaller manageable portions for the sake of BEE, the total value of the
individual small contracts (e.g NEC Short Form of Contract) should likewise determine whether
or not DAC approval is required.

6.13.4 The same principle also applies when determining whether a matter falls within the jurisdiction
of the DAC, within the Delegated Powers of the CEO, or relevant higher authorities.

6.14 No contract may be entered into for periods longer than two years without the DAC's
approval (Non-core businesses only one year)

6.14.1 No contract shall be entered into for a period longer than two years {non-core businesses
one year) without the DAC's written approval, except for large construction contracts where the
period allowed will be the completion period of the project. Property leases are also excluded
from these Procedures and approval levels are determined by means of the Special Delegation
of Authority of those employees, CEOs and higher authorities of the relevant property divisions.

6 14.2 If it is the intention to enter into a contract initially for a period longer than two years or to extend
an existing contract on the same terms and conditions or on terms and conditions which are
more favourable to Transnet than those in the existing contract, so that the original period and
the extension of the period(s) together are longer than two years, the DAC's prior written
approval of the recommendation in respect of the tender/quotation or extension of the period
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shall be obtained. A detailed motivation must be given as to whether the proposed contract or
extension of the period of the existing contract is the best value for money in the market place,
and how this has been determined. Alternatively, instead of obtaining the DAC s prior approval,
tender documents may be structured to require prices on different periods depending on the
particular market and price drivers. Documents should, however, clearly stipulate that Transnet
has the sole discretion to decide which contract period will be most advantageous to it.

6.14.3 When it is the intention to stipulate in a contract, an option to extend or renew the contract
period, firstly the tender document should stipulate that, and secondly, if such contract falls
within the DACs jurisdiction, the initial recommendation to the DAC in respect of the
tender/quotation must include particulars of the proposed option

6.14.4 Should it be decided to exercise the option during the course of the contract, the
recommendation to exercise the option shall be submitted to the DAC for prior written approval
in the normal manner. An indication must be given at that stage that the exercise of the option is
stiil the best value in the market place.

PART 7: CONTRACT ADMINISTRATION

(Refer to the Contracts Management Manual available on the Transnet Intranet)

7.1 All goods are to be delivered strictly in accordance with the contract, and contractors will
not be allowed to supply substitute goods

7.1.1 When a contract is placed for South African goods the supplier shall not be permitted to
substitute imported goods without the DACs written approval. For tenders/quotations below the
DACs jurisdiction, the manager concerned shall decide whether imported goods may be
substituted, provided that where the successful tenderer has secured the business by reason of
the local content offered he shall not be allowed to substitute imported goods for those that were
to have been supplied from South African sources, except where the supply from the SA source
has become absolutely impossible due to reasons beyond the contractor's control.

7.1.2 Employees responsible for the inspection and/or receipt of delivered goods must ensure that all
goods are provided:-

i) strictly in terms of the contract - i.e. the delivery note may differ from what was
required in terms of the contract or purchase order, and
ii) that the goods delivered corresponds exactly with the delivery note - i.e. short
supplies should be clearly endorsed on the delivery note and over-supplies should be
returned to the company and the delivery note clearly endorsed as such

7.2 Timeous arrangements shall be made for the inspection of shipments and deliveries in
terms of the contract, where applicable

7.2.1 In the case of imported goods, the contractor shall notify Transnet's agents as to when
consignments are ready for inspection or shipment in order that arrangements may be made for
inspection and/or shipment except in instances where it has been specified that the goods shall
be inspected at its destination

7.2.2 In the case of locally manufactured goods, where quality is not assured by means of SABS
(including SANS) or ISO 9000 or similar standards other suitable quality assurance
mechanisms must be provided for in the contract e.g. inspections during manufacturing process
inspections at point of despatch or delivery. Where goods are of such a nature that quality
inspections are not deemed necessary, a suitable clause should be included in the relevant
contract to the effect that Transnet reserves the right to return defective goods for replacement
according to specification
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7.3 No material amendments to a contract shall be effected without the necessary written
approval

7.3.1 No material provisions of any contract which arises out of a tender/quotation which falls within
the DAC'5 jurisdiction, irrespective of whether the DAC considered the initial award of the
business or whether it was merely submitted for information in view of exceptional
circumstances, (paragraph 2.5) shall be amended in any way without the concurrence of the
relevant DAC, except as stipulated in paragraph 7.3.1.1, 7.3.1.2 and 7.3.2 hereof.
NB: Note the Definition of "material provisions" in Part 10. Extension or termination of
Contracts, additional work, increase in quantities, price amendments not in terms of the
contract, cession and assignments, waiving of penalties, etc., are all defined as material
amendments to contracts and need to be dealt with in terms of this paragraph. Also refer
to the relevant PPM Circular available on the Transnet Intranet for more Information
regarding amendments to contracts and the implementation of the 10% rule.

7.3.1.1 Where a contract or a portion of a contract is based on -

(i) a lump sum price, with or without a list of quantities or prices which comprises the lump
sum price, or

(if) scheduled rates, for approximate quantities but
the scheduled rate has to be adjusted, or
a new scheduled rate has to be Included,

(iii) estimated quantities at tendered unit prices in respect of "as-and-when required"
purchase or service contracts, or

(iv) fixed quantities at tendered unit prices in respect of purchase or service contracts or
(v) specific quantities at tendered unit prices over a fixed period contract,

a manager may approve any increases or decreases in quantities or additions or
additional work of which the total value does not exceed 10 per cent of the original
value of the contract, and inform the DAC accordingly. Note that this does not include
price increases, i.e. the same work or the same quantities are provided but at an
increased price. Such matters should be presented to the DAC for prior approval in
terms of paragraph 7.3.4 below.

Such amendments on Engineering / Construction (NEC) contracts only, exceeding the
laid-down limit of 10%, must be submitted for the relevant Acquisition Council's
consideration in terms of sub-paragraph 7.3.4 hereof, before such amendments at non-
scheduled rates are ordered, unless due to exceptional circumstances and at the
discretion of the Project Manager or Engineer in charge of the contract and the
concurrence of his line manager or CEO it would not be in Transnet's best interest to
stop the work to first obtain the AC's approval. Full details and a motivation of the
exceptional circumstances should be furnished for the relevant DAC's information as
soon as possible after the additional work has been ordered.

Note: Scheduled and non-scheduled rates must be calculated separately in
calculating the 10 % deviation.

7.3 1 2 Where a contract or a portion of a contract consists of scheduled rates which are based on
estimated quantities as the exact quantities can only be determined once the works have been
opened up -

a manager may increase or decrease such quantities at the same scheduled rates provided
that when the cumulative value of such amendment/s exceed 10 per cent of the original value of
the contract the reasons for such amendments must be submitted for information of the DAC
as soon as possible after such increase or decrease (at scheduled rates) has been ordered or
determined by measurement, or on completion of the contract.

0058-0373-0001-0107

TRANSNET-REF-BUNDLE-02535



648

CONFIDENTIAL PROCUREMENT PROCEDURES MANUAL
(FOR INTERNAL USE ONLY)

Rev
0

Page^
53

of
26 May 2009

7.3.1.3. Notes
(i) A scheduled rate is a unit price for a labour or service related component of a bigger

engineering project, the total extent or quantity of which is unpredictable and cannot be
accurately determined at tender stage. When a scheduled rate is tendered at tender
stage, that rate is based on an estimated quantity only, as the exact quantity is
dependent on site conditions such as underground soil conditions, rock formations etc.
which can only be determined once the situation has been opened up or as the work
progresses e.g. additional land filling as a result of subsidence or washaways.

(ii) Construction work composed of prefabricated, dimensionally pre-determinable building
commodities e.g. brick, prefabricated walling, roof covering, etc., are not regarded as
scheduled rates and the lump sum method, with or without a bill of quantities should be
adopted in these instances (sub-paragraph 7.3.1.1(0).

(iii) Purchase contracts based on estimated quantities (as-and-when required contracts) fall
within sub-paragraph 7.3.1.1(iii) hereof, and purchase contracts for fixed quantities
within sub-paragraph 7.3.1.1 (iv).

(iv) Service related type contracts where the quantities may be increased/decreased due to
emergencies or changed requirements e.g. a security contract where additional ad-hoc
guards are required for a specific period or where the number of guards need to be
reduced as a result of say the closing of a station or the reducing of the number of trains
on a specific section of line, fall within sub-paragraph 7.3.1.1(V).

7.3 2 Where the original value of the contract falls below the DAC's jurisdiction, a manager may
approve additions, increases or decreases provided the total value of the contract is still within
his delegated powers and does not fall within the DAC's jurisdiction.

7.3.3 Should the value of the contract be within the DAC's jurisdiction, a manager may approve the
amendment of non-material provisions, or new provisions not in conflict with the existing
provisions or these procedures, provided that such amendment or addition shall be reported for
the information of the AC as soon as possible.

7.3.4 Where the additions, amendments, increases or decreases do not fall within paragraphs 7.3.1.1,
7.3.1.2 or 7.3.2 and/or 7.3,3 or where any material provision needs to be amended (e.g. price or
delivery date, cession and assignment of contract, or the termination of a contract, waiving or
reduction in penalties, etc.) the manager concerned shall submit a recommendation for AC
consideration together with a certification that the proposed amendment to the contract is in the
best interest of Transnet and that it represents the optimal value for Transnet, and how this has
been determined.

7.4 A tenderer who fails to perform, may be held liable for all additional expenses incurred by
Transnet

7.4.1 Provision shall be made in the tender documents (as well as in the eventual contract) for the
tenderer to undertake that if after he has been notified of the acceptance of his tender or
quotation, he fails to perform, whether by not entering into a contract or to undertake any steps
when requested to do so within a period stipulated in the tender conditions or within such
extended period as Transnet may allow he will be held liable for any additional expense which
Transnet may incur in having to call for tenders or quotations afresh and/or accepting any less
favourable tender or quotation to complete the whole or remaining portion of the contract. In
addition, consideration can also be given to placing such contractor on Transnet's List of
Excluded Tenderers (See paragraph 7,5 below).

7.4.2 Where the contractor commenced the work but delivered/completed it only after the contractual
completion date and this was a tender condition, the penalty clause may be invoked in terms of
extant instructions in this regard - See relevant PPM Circular available on the Transnet Intranet
for more details in this regard.

7.5 Transnet may at its discretion decide to exclude a tenderer from further business

7.5.1 If any person/enterprise which has submitted a tender quotation, concluded a contract, or
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in the capacity of agent or subcontractor, has been associated with such tender or
contract:-

7.5.1-1 has withdrawn such tender/quotation after the advertised closing date and hour for the receipt of
tenders (Refer to paragraph 2.17 above re the exception with regards to CIDB-tenders); or

7.5.1.2 has, after being notified of the acceptance of his tender, failed or refused to sign a
contract when called upon to do so in terms of any condition forming part of the tender
documents, or

7.5.1.3 has carried out any contract resulting from such tender in an unsatisfactory manner or has
breached any condition of the contract; or

7.5.1.4 has offered, promised or given a bribe in relation to the obtaining or execution of the contract; or

7.5.1.5 has acted in a fraudulent or improper manner or in bad faith towards Transnet or any
Government Department or towards any public body, enterprise or person; or

7.5.1-6 has made any incorrect statement in the affidavit or certificate with regard to the local
content of his goods or his BEE involvement and is unable to prove to the satisfaction of
Transnet that-
(i) he made the statement in good faith honestly believing it to be correct; and
(ii) before making such statement he took all reasonable steps to satisfy himself of

its correctness, or
(iii) caused Transnet damage, or to incur costs in order to meet the contractor's

requirements and which could not be recovered from the contractor,

7.5.1.7 has litigated against Transnet in bad faith. Transnet recognizes that trust and good faith are
pivotal to its relationship with its suppliers. When a dispute arises between Transnet and its
supplier, the parties should use their besl endeavours to resolve the dispute in an amicable
manner, whenever possible. Litigation in bad faith negates the principles of trust and good faith
on which commercial relationships are based. Accordingly, Transnet will not do business with
an entity that litigates against it in bad faith or is involved in any action that reflects bad faith on
its part. Litigation in bad faith includes, but is not limited to the following instances;

7.5.1.7.1 Vexatious proceedings. These are frivolous proceedings which have been
instituted without proper grounds;

7.5.1.7.2 Perjury. Where a supplier commits perjury either in giving evidence or on
affidavit,

7.5.1.7.3 Scurrilous allegations. Where a supplier makes allegations regarding a senior
Transnet employee which are without a proper foundation, scandalous, abusive
or defamatory.

7.5.1.7.4 Abuse of court process. When a supplier abuses the court process in order to
gain a competitive advantage during a tender process.

The Transnet GCFO or his delegate may upon a recommendation by the relevant DAC and the
GM: SSM decide that no tender/quotation from that person or enterprise be considered/accepted
or any new contracts concluded for a specified period as may be determined. Depending on the
seriousness of the wrongdoing the Transnet GCFO or his delegate may decide, after
consultation will all the role-players to also terminate all existing contracts between the said
enterprise and other Transnet Entities In cases of fraud and corruption (involving Transnet
employees), consideration should also be given to the exclusion of the "internal accomplices".
This is to prevent the possibility of Transnet employees being dismissed (or resigning) as a
result of their wrongdoings, opening up new businesses in order to continue doing business with
Transnet
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7.5.2 Exclusion of a company does not necessarily mean that all existing contracts with the contractor
should automatically be terminated. All contracts will remain operational until their normal expiry
date, or until they have been terminated by following the necessary due processes, bearing in
mind that:-
(i) there must be valid reasons for terminating a specific contract,
(if) the termination procedure as specified in the specific contract document must be

followed and DAC approval must be obtained for termination of contract in terms of
paragraph 7.3.4 above, and

(iii) the contractor must be informed and given the customary 14 days notice period
mentioned in paragraph 7.6 4 below, to also have the opportunity to make written
representations as to why existing contracts should not be terminated, in addition to the
intention to place its name on the Transnet List of Excluded Tenderers.

7.5.3 All tender documents and ensuing contracts must state that Transnet reserves the right to
exclude a tenderer from further business and/or to cancel all existing contracts and the grounds
upon which such action may be taken. Furthermore, it must be stated that a contractor may not
subcontract any part of a contract to an excluded tenderer. For this purpose, Transnet's List of
Excluded Tenderers will be displayed on the Transnet website for tenderers' information so as to
ensure that they do not sub-contract to Excluded Tenderers. This should be conveyed to
prospective tenderers by means of a suitable clause in all "Notice to Tenderer" documents.

7.6 Divisions shall immediately report all cases of apparent unlawful conduct by
tenderers/ contractors

7.6 1 Any case that may appear to fall within these provisions must be immediately reported in writing
to the DAC irrespective of whether the tender amount falls within the DAC's jurisdiction or not
Most cases will inevitably emanate from Internal Audit investigations. However, it is imperative
that Internal Audit be informed of, and where appropriate, involved in all matters, even those
exposed by means of the Division's own internal processes - See paragraph 7.6.4.1 below.

7.6 2 The AC shall consider the OD's recommendation as soon as possible (by calling a special
meeting if required) and if in agreement, notify the GM. SSM via e-mail/fax. All relevant
documentation including supporting documentation must be provided.

7.6.3 The GM: SSM shall promptly provide the relevant DAC the go-ahead to inform the
person/enterprise concerned, per registered mail, of Transnet's intention to exclude him/her/it
as well as associated companies, from further business, and the reason(s) therefor. The
enterprise/person, as well as associated companies, must be afforded the opportunity to furnish
reasons as to why he/she/it should not be excluded from further business. Before the letter is
signed by the Chairman of the DAC, it has to be vetted by the Division's legal department or
Group Legal.

7.6.4 The person/enterprise concerned, as well as associated companies must be given 14 days to
respond. During this period -

7.6.4.1 Should details of associated companies not be available as yet. Internal Audit should be
requested to do the necessary ITC searches to determine associated links between the
enterprise/person(s) to be excluded and other enterprises, ID numbers of directors, etc; .
Immediately this information becomes available the said associated companies should be
informed of Transnet's intention as detailed in paragraph 7.6.3 above.

7.6 4.2 the Division is to determine whether it intends (or can afford operationally) to terminate all
existing contracts as well, or whether the restriction will only apply to future new business.

7.6 4.3 As soon as the 14 day period(s) has(have) lapsed the DAC must consider the tenderer's
response (if any) However, before presenting the matter to the DAC. the Secretary should send
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a copy of the precis as well as a copy of the tenderer's (and associated companies') response to
the GM: SSM. for prior perusal.

7.7 The Transnet GCFO shall make the final decision based on a recommendation from the
DACandtheGM: SSM

7.7.1 After the DAC has formally considered the matter at a meeting and concurred in the
recommendation to exclude the enterprise, it has to promptly present its recommendation to the
GM: SSM for consideration and presentation to the Transnet GCFO. or his delegate for
exclusion of the enterprise, its directors/owners/partners, as well as associated
enterprises.

7.7.2 Upon approval by the Transnet GCFO or his delegate, the List of Excluded Tenderers will be
updated by the GM. SSM who will also be responsible for notifying the relevant company(ies)
and its directors/owners/partners, as weil as associated companies, per registered mail of
Transnet s decision to place them on its List of Excluded Tenderers for a specific period.

7.8 Rescinding of a decision taken may only be considered by the Transnet GCFO

7.8.1 The Transnet GCFO or his duly authorised delegate may at any time, on good cause shown,
rescind a decision taken or reduce the period of exclusion as initially determined.

7.9 The extent of exclusion shall be determined by the Transnet GCFO

7.9.1 Any restriction imposed upon any person/enterprise shall, unless the Transnet GCFO, or duly
authorised delegate, determines otherwise apply to any other associated enterprise/s under the
same or different name. However, the associated enterprise must also be afforded the
opportunity to make representations as to why it should not be excluded from business with
Transnet- Any such exclusion may also be applied to an agent or employee of the
person/enterprise concerned, or his/her spouse who may be doing business under a different
name.

7.10 SSM shall be responsible for the updating and distribution of the List of Excluded
Tenderers

7.10.1 Any decision taken by the Transnet GCFO, or duly authorised delegate, in terms of these
directives on exclusion or any rescission or modification of any such decision shall be reported
to the GM SSM who will notify all the Transnet Entities.
As stated in paragraph 2.17 above, the CIDB will also be administering a similar list.
(Contractors who have defaulted on any CIDB contract awarded by another public entity) This
list will be similar to the Transnet List of Excluded Tenderers and will run in conjunction with
Transnefs List. This means that if a Contractor's name appears on the CIDB's List of Restricted
Tenderers, he will not be eligible to be awarded a contract and his tender will automatically be
"non-responsive". The GM. SSM will notify Transnet entities as and when the CIOB list is
updated, and will, on the merits of each case decide whether such restriction will be applicable
to CIDB-tenders only or for non-construction related work as well.

7.11 Representations re exclusions may be made to the GCE whose decision shall be final

7.11.1 Any person/enterprise against whom a decision with regard to exclusion from further business
has been given may make representations to the GCE whose decision shall be final.

7.12 The Law of the Republic of South Africa shall govern all contracts

7 12 1 The law of the Republic of South Africa shall govern the contract created by acceptance of a
tendenquotation. The address for the serving of notices shall be a place in the RSA to be
specified by the tenderer m his tender/quotation, at which all legal documents may be served on
the tenderer who shall agree to submit to the jurisdiction of the courts of the RSA. Tenderers
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* from abroad shall, therefore, slate in their tender/quotation the name of their accredited agent in
the RSA who is empowered to sign a contract in the event of their tender/quotation being
accepted and to act on their behalf in all matters relating to the contract.

7.12.2 Where the risks involved in direct purchases from or direct sales to tenderers abroad are
reasonable in relation to the savings or advantages which could be brought about as a result of
this method of purchase or sale, such transactions may be arranged direct with tenderers
abroad provided thai the contract clearly indicates which country's law will apply, taking into
consideration the cost which may be involved in the participation in any legal steps.

NOTE: Before agreeing on another foreign jurisdiction's law, the legal departments opinion and consent
must first be obtained. A Division must use its own internal legal department or Group Legal if it
does not have its own.

PART 8: DETAILED FUNCTIONS OF GOVERNANCE STRUCTURES

652

8.1 DIVISIONAL ACQUISITION COUNCILS (DACs)

Each Division will have its own DAC which will consider and approve all expenditure contracts
as well as the sale of goods falling within its jurisdiction [i.e. above the minimum threshold as
determined by the CEO - See paragraph 8.1.3.1(iv)below], and within the CEO's Delegated
Powers. Transactions exceeding the CEO's delegated powers will likewise be considered by the
DAC and if it concurs with the recommendation, refer the matter to the relevant person in the
hierarchy with the appropriate delegated powers for the particular R-value of the transaction.
[Refer to Paragraph 5.4.4 of the Transnet Group Delegation of Authority (Group Limits of
Authority)]

A Transnet Acquisition Council (TAC) with similar roles and responsibilities to that of the DAC s,
will cater for the Group Corporate Head Office requirements. The TAC will have no higher status
than the DAC's, and therefore any matters handled by the DAC which exceed the jurisdiction of
the DAC (i.e. the Delegated Powers of the CEO of the particular Division), will not be referred to,
or via the TAC, but directly to the person with the necessary Delegated Powers for the relevant
R-value of that particular transaction. For more details regarding the role, function and
composition of the TAC, please refer to Paragraph 8.2 below,

8.1.1 Composition of the DAC

8 1.1.1 The DAC shall consist of senior management members/Divisional Exco members within the
Division who shall be appointed by the CEO of the Division for a specific term

(i) A Chairman who wilt either be the CEO, or an executive or senior management member
appointed by the CEO. preferably the Chief Financial Officer (CFO) of the division.

(ii) A Deputy Chairman, who shall be one of the members mentioned in paragraph (iii)
hereof.

(iii) Members with alternates, all of whom are Transnet employees in the particular division.
selected by virtue of their specific expertise or business focus. They must be capable of
exercising sound, unbiased judgement and offer constructive comment. It is a minimum
requirement for members to complete Level 2 of the Certificate in Purchasing and
Supply. The Chief Procurement Officer (CPO) should also be a member.

8 1.12 Members by virtue of their expertise, are required to attend all meetings if at all possible. For
this reason DAC meetings should be scheduled well in advance. Should a member not be able
to attend a specific meeting, his/her alternate should then attend so that that particular expertise
will not be lost at that particular meeting Ideally attendance and participation by members and
alternates should be one of their KPIs measured by the Chairman of the DAC
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6.1.1.3 Members are required to treat all information they receive as DAC members as strictly
confidential. Should a member wish to have anything clarified or explained prior to a scheduled
meeting or during circulation of a matter, such query should be referred to the Secretary.

8.1.2 Meetings

8.1.2.1 The DAC shall meet at such intervals and on such special occasions as may be determined by
it, provided that the CEO may instruct that a meeting of the DAC be called at any time.

8.1.3 Functions of the DAC: Expenditure contracts

8.1.3.1 The functions of the DAC are:-

(i) To consider all recommendations from its division with regard to the award of external
contracts for the procurement of goods and services, or sale of surplus goods, where
the total value of the business exceeds R2 million.

(ii) To consider all subsequent amendments to material provisions (i.e. which have a cost or
risk implication) of contracts exceeding R2 million or where the original value of the
contract plus the value of the amendments will exceed R2 million {Refer to Paragraph
7.3 below).

(iii) To consider all recommendations in respect of tenders/quotations as well as any
extension of existing contracts of which the original period, or the original period and the
extension of the period together is/are longer than 2 years regardless of value, and all
subsequent amendments of material provisions of such contracts. Should it be the
intention to invite tenders/quotations for contracts longer than a period of 2 years the
DAC's prior written approval should be obtained.
NB. For non-core businesses this limit is one year - refer to CEO's Delegated
Authority as stipulated in the Transnet Group Delegation of Authority (Group
Limits of Authority)- Available on the Transnet Intranet.

(iv) With regard to (i), (ii) and (iii) above, DACs may at their own discretion decide to
lower these limits and/or Introduce similar structures on local or regional level, to
cater for matters falling below the jurisdiction of the DAC. All such "deviations"
from the laid down thresholds must be clearly stipulated in the Terms of
Reference of the respective DACs. It is also advisable that the Divisional
Delegated Power Matrix, similar to the Transnet Matrix be included as part of the
relevant DAC's Terms of Reference so as to ensure that there is no uncertainty as
to the approval thresholds.

(v) When considering any tender/quotation or any amendments thereto, the DAC may -
(a) ask questions and request information or advice from any person,
(b) request any Transnet employee to appear before the DAC;
(c) refer the submission back for reconsideration;
(d) offer comments, or note matters submitted for information only.
(e) condone the non-compliance with the laid down policies and directives provided

such non-compliance is submitted via the relevant line manager of the
employee in the particular Division The DAC may at its own discretion decide to
report any non-compliance with latd-down policies and directives to the CEO
(should the DAC not be Chaired by the CEO him / herself):

(f) reserve a decision pending further information or clarification of a specific
matter; and/or

(g) withdraw an item from the agenda of any meeting of the DAC:
(vi) To consider and approve the Division's Lists of Approved Suppliers/Products as well

as all aspects pertaining to such Approved Lists and to administer such lists utilised in
its division. This function may not be delegated to Local / Regional DACs

(vii) To consider and make recommendations to the GM SSM regarding all aspects
pertaining to Transnefs List of Excluded Tenderers. The GM SSM will administer the
List.

(viii) To monitor/administer the opening of all tenders/quotations irrespective of the value
DACs may at its own discretion and depending on internal structures delegate the
opening of tenders/quotations under a certain monetary value to regional Procurement
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offices/local sub-tender committees, provided that it has satisfied itself that proper
procedures as specified in this Procedures Manual, are in place and are monitored from
time to time.

(ix) To obtain statistics and review at regular intervals, details of all transactions failing
below the DAC's jurisdiction (See template available on the Transnet Intranet). Any
alleged irregularities or trends that may arise out of the purchase, sale, hire or letting of
goods and the procurement of services, must be investigated and corrective measures
taken if deemed necessary

(x) To refer to the GM. SSM for directives all policy and legal questions which arise out of
the laid-down procedures or out of a tender/quotation, contract or contract amendment;

(xi) To exercise such powers and perform such duties as may be conferred or imposed by
the laid-down procedures;

(xii) To perform other functions as the GM: SSM, CEO or CFO may determine or deem
necessary.

(xiii) NB: Submissions by divisions to their Divisional Exco's, Transnet Exco or to the Board
of Directors regarding income generating contracts do not derogate from the DAC's
jurisdiction in respect of possible associated expenditure (procurement)contracts as
the latter falls within the DAC's jurisdiction. (Refer to paragraph 2.16 above).

(xiv) NB: It is imperative that DACs (specifically the Secretary) be pro-active and clarify
uncertainties before the meeting, so that matters are not referred back unnecessarily,
thus inevitably causing delays. Under no circumstances should matters be referred back
by DACs for trivialities.
NB: The DAC may only refer a matter back for reconsideration or remotivation, It
may under no circumstances change a submission or change the award of the
business. On receipt of a revised / remotivated submission the DAC will again
consider the matter. Refer to paragraph 8.1.11 above for the procedure to be
followed in instances where the DAC still does not agree with the revised /
remotivated submission of the line manager.

8.1.4 DAC Approvals: Provisos

8.1.4.1 All DAC approvals are subject to the Manager concerned being satisfied that-

(i) there is still the need for the purchase, sale, hiring or letting of goods and procurement
of services before the acceptance of the tender/quotation is communicated to the
tenderer (i.e. the contract is concluded) by a manager with the appropriate Special
Delegation of Authority;

(ii) the financial provision is adequate; and
(iii) the best interest of Transnet is still being served at the time of concluding the contract

8.1.5 Functions of Deputy Chairman

8.1.5.1 In the absence of the Chairman, the Deputy Chairman shall act for him/her and shall be
empowered to perform all the duties and exercise all the powers held by the Chairman under the
laid-down procedures

8.1.6 Absence of Chairman and Deputy Chairman

8.1.6.1 In the absence of the Chairman and the Deputy Chairman from a meeting of the DAC a
Chairman shall be elected out of the members who are present

8.1.7 Quorum

8 1.7.1 Fifty percent plus one of the members appointed at any given time snail form a quorum

8.1.7.2 Should exceptional circumstances necessitate that a member and his alternate attend the same
proceeding both votes may be taken into consideration to form a quorum as members and their
alternates are appointed on the DAC by virtue of their own specific expertise The stipulation
contained in paragraph 8.1 8.2 below should however be observed.
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8.1.8 Voting and deliberation

8.1.8.1 Where a member of the DAC or his alternate has a direct or indirect personal interest in a tender
or has been or can be deemed to have been personally involved in the business decision which
gave rise to a recommendation to the DAC, he/she shall declare that by means of a standard
Declaration of Interest Affidavit before the meeting commences and also when the DAC
deliberates the specific matter. The Chairman shall decide whether or not such member shall be
recused or not. This shall be minuted and kept on the appropriate file as part of the record.

8.1.8.2 The Chairman shall submit any matter to the vote of trie members of the DAC in the event of a
difference of opinion or when requested to do so by a member of the DAC.

8.1.8.3 In the event of an equality of votes, the Chairman shall have a casting vote in addition to his
deliberative vote.

8.1.9 Record of votes by circulation

8.1.9.1 In urgent cases where the Division would be substantially prejudiced if a tender/quotation,
contract or contract amendment must be held over until the next scheduled meeting of the DAC,
and at the discretion of the Chairman, but subject to the right of any member to demand a
meeting: the papers which relate to any matter may be circulated to the members of the DAC.
The members who respond by the deadline must record their votes in writing in connection with
the matter presented for decision in such papers. A unanimous approval by a quorum of
members so made by the stipulated deadline shall be deemed to be a resolution of the DAC.

8.1.9.2 A resolution taken in such manner shall be officially recorded in the minutes of the nsxt DAC
meeting.

8.1.9.3 In exceptional circumstances due to the non-availability of members, the votes of a member
and/or alternate may be taken into account in order to obtain a quorum. The stipulation
contained in paragraph 8.1.8.2 above should however be observed.

8.1.10 Duties of Secretary

8.1.10.1 An employee of the Division is appointed as Secretary to the DAC who will undertake tasks as
imposed upon him by the Transnet Procurement Policy and Procedures and other directives, or
by the Chairman of the DAC. or SSM Function or the CEO.

8.1.10.2 The Secretary shall:-
plan and arrange meetings of the DAC, formulate and distribute proper agenda
packs [submissions to the required format) for the meetings of the DAC:
ensure that all members attending a meeting of the DAC are provided the
means of declaring any interest in matters serving before the DAC;
ensure that a proper register of such declarations of interest be kept with the
Minutes of that particular meeting.
keep proper minutes of the proceedings and resolutions of the DAC keep
copies thereof for auditing purposes and communicate such resolutions to the
relevant internal role-players
ensure that by means of a proper certificate, duly signed by the Secretary and
the Chairman of the DAC that no business is awarded to companies or persons
appearing on Transnet s List of Excluded Tenderers. Such certificate should be
kept and filed with the Minutes of each scheduled meeting of the DAC.
be responsible for the receipt opening and stamping of tenders where this duty
has been assigned to the DAC Secretary
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8.1.11 Disagreement with a decision of the DAC

8.1.11.1 In the event of a matter being referred back by the DAC for reconsideration of the
recommendation made by the division, the manager shall -

(i) make a revised submission to the DAC; or
(ii) if he does not agree with the reasoning of the DAC he shall, with the

concurrence of his executive officer, re-motivate his original submission to the
DAC, whereafter the DAC shall reconsider the matter; or

(iii) if the DAC still does not agree with the recommendation, the CEO shall make a
ruling on the matter.

8.1.11.2 NB; As the DACs are governance instruments appointed by the CEO, only the CEO (if
he/she Is not the Chairman of the DAC), may "overrule" a DAC decision. In the event of a
Manager seriously disagreeing with a decision made by the CEO, he/she may refer such
matter to the GM: SSM who will make a recommendation to the Transnet GCFO, whose
decision shall be final and binding on all the parties. Also refer to paragraph 5.5.2 above.

8.1.12 Application of Government Policy

8.1.12.1 In cases where Government policy is involved and, in terms of directives, a decision must be
obtained regarding its application, the DAC shall submit a recommendation to the GM: SSM,

8.1.13 Format of Submissions (Precis)

8.1.13.1 All submissions to the DAC shall be in the required format and in English. The Secretariat may
provide assistance to draw up a precis. Refer to Annexure 8 for examples of generic templates.

6.1.13.2 All submissions to the DAC must be accompanied by the relevant documentation, e.g. Tender
documents, authority to communicate or negotiate etc

8.1.13.3 All submissions should be handed in by at the latest 12h00, the preceding weekday, for
inclusion in the agenda for the meeting a week later.

8.1.14 Project Approval Process

8.1.14.1 All major new projects, in terms of the CEO's Delegated Authority, has to be subject to an
approval process to determine the economic viability (Return on Investment-ROI) of the project
itself, before tenders may be invited (depending on the estimated total cost thereof, may include
the Divisional Exco, OPCO, CAPIC, Transnet EXCO( or even the Transnet Board of Directors)
However, the actual award of the resultant contract, falls within the domain of these procedures
and is governed by the Delegated Powers. Refer to paragraph 5.4.4 of the delegated Powers
framework Matrix - available on the Transnet Intranet, as well as paragraph 5.1.3 of the
framework matrix which governs the increase in estimated total cost (ETC) of existing, already
approved projects in excess of R100 million. This procedure is supplementary to the DAC
approval as stipulated in paragraph 7.3 above.
Therefore in cases where the R-value of the contact to be concluded, exceeds that of the CEO
of the Division, the abovementioned structures which were involved in the ROI approval in
principle of the project will not again be involved in the entering into of the resultant contract as
the Delegated Powers to Contract lies either with the CEO, the GM SSM, the Transnet GCFO
or the GCE, depending on the R-value of the resultant contract to be entered into.

8.2 TRANSNET ACQUISITION COUNCIL (TAC)

8.2 Role and Functions of the TAC

Similar to the roles functions and responsibilities of the DAC covered in Paragraph 8 1 above
the TAC will cater for the Group Corporate Head Office requirements.
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Tne TAG wilt therefore have no higher status than the DACs and therefore any matters handled
by the DAC, which exceed the jurisdiction of the DAC (i.e. the Delegated Powers of the CEO of
the particular operating division), will not be referred to or via the TAC, but directly to the person
with the necessary Delegated Powers for the relevant R-value of that particular transaction.

8.2.1 Composition of the TAC

8.2.1.1 The TAC shall consist of senior management members within Group Corporate Head Office who
shall be appointed by the GCFO for a specific term.
(i) A Chairman, who will either be the GCFO or an executive or senior management

member appointed by the GCFO;
(ii) A Deputy Chairman, who shall be one of the members mentioned in paragraph (Hi)

hereof.
(iii) Members with alternates with a designation of at least a Genera! Manager, all of whom

are Transnet employees in the Group Corporate Head Office, selected by virtue of their
specific expertise or business focus. They must be capable of exercising sound,
unbiased judgement and offer constructive comment. It is a minimum requirement for
members to complete Level 2 of the Certificate in Purchasing and Supply. The General
Manager: SSM should also be a member.

8.2.1.2 Members, by virtue of their expertise, are required to attend all meetings if at all possible. For
this reason, TAC meetings should be scheduled well in advance. Should a member not be able
to attend a specific meeting, his/her alternate should then attend so that that particular expertise
will not be lost at that particular meeting. Ideally, attendance and participation by members and
alternates should be one of their KPIs measured by the Chairman of the TAC.

8.2.2 Meetings

8.2.2.1 The TAC shall meet at such intervals and on such special occasions as may be determined by it.
provided that the GCFO may instruct that a meeting of the TAC be called at any time.

Refer to paragraphs 8.1.3 - 8.1.14 regarding the DAC as these are also applicable to the
TAC. Any powers assigned to a CEO with regard to the DAC will apply to the GCFO (or
his delegate) as far as the TAC is concerned.

8.3 SUPPLY MANAGEMENT GOVERNANCE COMMITTEE (SMGC)

8.3 Role and Functions of the SMGC

As detailed in its specific Terms of Reference, the SMGC with similar roles and responsibilities
to that of the DAC, will consider the strategic principles relating to the sourcing of commodities
engaged in by the Transnet Transversal Strategic Sourcing Programme run by the Manager,
Strategic Sourcing, SSM. This does not include "mega capital projects" handled on behalf of
Divisions by or in conjunction with Transnet Capital Projects, which falls under the Transnet
GCFO. (Refer to paragraph 5.4.4 of the of the Transnet Group Delegation of Authority (Group
Limits of Authority)

NB: It is imperative that the SMGC (specifically the Secretary) be pro-active and clarifies
uncertainties before the meeting, so that matters are not referred back unnecessarily inevitably
causing delays. Under no circumstances should matters be referred back by the SMGC for
trivialities

8.3.1 Composition of SMGC

8 3 11 The SMGC shall consist of senior management members from Policy and Governance SSM
headed by the Manager of Policy and Governance The Secretariat shall also be from the ranks
of Policy and Governance. SSM.
All members and alternates are selected by virtue of their specific expertise or business focus
They must be capable of exercising sound unbiased judgement and offer constructive

,P --%.
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comment. It is a minimum requirement for members to complete Level 2 of the Certificate in
Purchasing and Supply.

8.3.1.2 Members, by virtue of their expertise, are required to attend all meetings if at all possible.

8.3.2 Meetings

8.3.2.1 The SMGC shall meet at such intervals and on such special occasions as may be determined by
it, provided that the GCFO may instruct that a meeting of the SMGC may be called at any time.

8.3.3 Functions of the SMGC: Expenditure contracts

8.3.3.1 The functions of the SMGC are similar to those of the DACs as outlined in Paragraph 8.1 and as
outlined in more detail in its Terms of Reference.

Refer to paragraphs 8.1.4 - 8.1.14 above regarding the DAC as these are also applicable
to the SMGC. Any powers assigned to a CEO with regard to the DAC will apply to the
GCFO (or his delegate) as far as the SMGC is concerned.

As Strategic Sourcing Commodities are limited to the Top 60% Value Spend Commodities, said
contracts will be signed off by the Transnet GCFO, or higher depending on the contract value.

8.4 CAPITAL INVESTMENT COMMITTEE (CAPIC)

8.4.1 Purpose

The CAPIC shall ensure that the resources that Transnet Limited ("the Group") invests for the

development of capital projects are strategically managed and shall to this end-

Ensure that decisions relating to capital expenditure are consistent with the strategic

focus of the Group; and
Ensure that capital expenditure complies with the budget and business plans approved
by the Board.

8.4.2 Composition

CAPIC is constituted as a committee of the Transnet Limited Group Executive Committee.

The Chairman will be the Group Chief Financial Officer,
The Secretary shall be the Group Company Secretary

The following shall be members of CAPIC:-

The Group Chief Financial Officer (Chairman)
The Group Chief Executive (ex officio):
The Group Chief Operating Officer;
The Group Executive: Transnet Projects
The Chief Executive Officers: TNPA. TPT TFR TRE and Pipelines
The Chief Information Officer.
The Group Treasurer.
The General Manager Group Financial Planning and
The General Manager: Group Strategic Supply Management.

The GCE may at any time change the composition of this Committee or determine that a person
other than the GCFO chair meetings of CAPIC.

The Committee may invite such other officers of the Group as it deems fit to be m
attendance at CAPIC meetings

JJL «_;- - . ;_
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5.4.5 Quorum

The quorum will be six members.

8.4.4 Term

The GC£ shall have the power, at all times, to remove any member from the Committee and to
fill any vacancies created by such removal.

8.4.5 Reporting responsibilities

CAPIC shall report to the Group EXCO through its Chairman.

8.4.6 Terms of reference

CAPIC shall-

8.4.6.1 Ensure that investment in respect of capital projects is consistent with the strategic focus of the
Group and deals with the business of the Group in an integrated manner;

8.4.6.2 Ensure that capital expenditure is in accordance with the budget and business plans approved
by the Board;

8.4.6.3 Determine the factors that shall inform the prioritization of any capital expenditure project over
another;

8 4.6.4 Monitor the implementation of project plans to ensure that approved capital expenditure projects
are carried out with minimum delays,

8.4.6.5 Review and amend, subject to the limitations of the Board approved budget expenditure plans
in respect of any project should, as a result of any unforeseen and unavoidable circumstances, it
be necessary to effect such amendment;

8.4.6.6 Ensure that in respect of each capital investment project proposed for consideration by CAPIC,
certification is given that there was proper compliance with applicable processes relating to
amongst others, risk management and that such projects reflect value-for-money; and

8.4.6.7 Conduct post-implementation reviews through, amongst others, external auditors, to determine,
amongst other things, whether value has indeed been derived by the Group as a result of the
relevant capital investment.

8.4.7 Meetings

8 4.7.1 A minimum of 12 scheduled meetings a year subject to review from time to time

8.4.7.2 Informal or ad hoc meetings may be convened as and when required by the Group Company
Secretary.

8 4,7.3 Papers for consideration by the Committee will be submitted in the normal course at least 5
days before the meeting to enable members to study the documentation and allow adequate
opportunity for formal and informal discussions.

8.5 Strategic Supply Management, being the author and custodian of the PPM is responsible for
the correct and uniform application and interpretation of the Transnel Procurement Policy and
the PPM in conjunction with Internal Audit. Listed below are some of the mast important
functions of SSM:-

(a) Issue and maintain Transnet's Procurement Policy, as well as the Transnet Procurement
Procedures {PPM) (including standard tender forms and contract documents
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(b) Monitor correct interpretation/adherence to policies in collaboration with audit;
(c) Research and development (especially BBBEE focus);
(d) BBBEE Reporting:
(e) Reporting to the GCFO on all Transnet's purchasing expenditure and tendencies;
(0 Maintenance of the Transnet internal Intranet as well as the updating of the

external internet website as far as procurement policies and procedures are concerned;
(g) Continuous capacity building at Divisional level;
(h) Administer Transnet's List of Excluded Tenderers;
(i) Provide assistance and expertise through Sourcing Teams on the transversal and other

projects/commodities identified, and
0) CSDP.

8.5.1 Strategic Supply Management {SSM) Strategic Objectives

SSM's vision is to become an integrated, value added professional partner to its stakeholders,
providing a reliable, cost-effective and customer-focused service. SSM aims to provide this by
ensuring that all transactions are fair and transparent and that employees in all fields of the
supply chain are motivated and empowered to deliver an effective supply management service
to their stakeholders. The objective of procurement professionals within SSM is therefore to
contribute positively to achieve optimal value for Transnet through the creation of effective deals
and implementation of International procurement best practices, whilst at the same time
maintaining the fine balance between Transnet's business objectives (optimal profit realisation)
whilst making its contribution to the national programme of BBBEE.

8.5.2 To achieve the above, the procurement function has to add value to the processes by

8.5-2.1 Drafting a user-friendly and all-encompassing procurement policy and procedures which make
provision for the uniqueness of all Transnet Entities and allows them to conduct their activities in
a fair, equitable, transparent, competitive and cost-effective fashion as required by the
Constitution of the Republic of South Africa whilst adhering to Transnet's and its shareholder's
requirements;

8.5.2.2 Creating an enabling environment for the development of Transnet s SSM operators, its
governance structures and the tendering fraternity at large on how to conduct business with
Transnet

PART 9: BROAD-BASED BLACK ECONOMIC EMPOWERMENT (BBBEE)

9.1 Legal requirements

9.1.1 The Constitution provides that in order to promote the achievement of equality, measures
designed to protect or advance persons/categories of persons disadvantaged by unfair
discrimination may be taken. In terms of the Constitution, Transnet may implement a
policy/policies and implementation procedures providing for categories of preference in the
allocation of contracts; and the protection or advancement of persons or categories of persons
disadvantaged by unfair discrimination.

9.1.4 The BBBEE Act was then enacted in 2004 with one of its objectives being to establish a
legislative framework for the promotion of BEE.

9.1.5 Section 11 of the BBBEE Act requires that:
a The Minister (of Trade and Industry) must issue a BEE Strategy The Minister is

further empowered to change or replace this strategy
b The strategy should provide for an integrated uniform approach to BEE by all

organs of state and other stakeholders
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c The strategy should also provide a system for organs of state public entities and
other enterprises, to prepare broad-based black economic empowerment plans
and to report on compliance with those plans.

9.2. Statement of Intent

9.2.1 It is Transnet's intent to>

• Promote its role as a responsible corporate citizen in the context of BBBEE and Preferential
Procurement.

• Facilitate the development of BEE enterprises by making opportunities available throughout
Transnet.

» Assist in the development of EME's and QSE's.

9.2.2 The purpose of this BBBEE Document

9.2.2.1 The purpose of this document is to set forth Transnets approach with respect to BBBEE. It forms
the basis for implementation procedures for the preferential procurement from BBBEE
enterprises (as defined in the definitions section of this document).

9.2.2.2 This BBBEE document presents the minimum standard which Transnet staff and suppliers are
expected to achieve in their implementation of a BBBEE and preferential procurement process.
It will be reviewed and updated in order to continuously achieve the objectives of Transnet.

9.2.3 Scope and applicability

9.2.3.1. This BBBEE document applies to all purchases of goods and services and will apply to all QSE's
and EME's, as well as large suppliers with sophisticated financial, technical and managerial
capacity.

9.2.3.2 It shall apply to and impact on all levels (R-value) and types of tenders. It will also apply to any
disposal, letting or leasing of assets, the acquisition or granting of any right for and on behalf of
Transnet. The objective is to design innovative ways to employ preferential procurement.

9.2.3.3 Tender documents must specifically state that BBBEE preference in terms of the DTI Codes of
Good Practice will apply. A supplier's BBBEE status in terms of the DTI's Generic Scorecard will
determine the degree of preference which will be acknowledged and in terms of the PPPFA's
90/10 system for all contracts in excess of R30 000. Contracts below R30 000 will as far as
possible be earmarked for EMEs. See BBBEE Circular and RFX Clause available on the
Transnet Intranet.

9.2.4 Objectives

9.2.4.1 The successful implementation of the Transnet BBBEE approach will be evaluated against the
achievement of spend targets as outlined by the DTI and as set by the GM SSM.

5.2.4.2 All sourcing documentation must emphasise preferential procurement and local supplier
development as key differentiators (i.e selection criteria)

9.2.4.3 The underlying objective of the BBBEE methodology is to create an enabling environment for
BBBEE enterprises (as defined) to access available procurement opportunities within Transnet.
BEE enterpnses will therefore be engaged as

• principal contractors
• joint venture partners
• professional service providers
• sub-contractors, suppliers and or manufacturers

Their engagement should add real value to the suppl/ chain
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9,2.5 Strategic Intent

9.2.5.1 Transnet encourages and will recognise all improvement in current and future supplier ratings.

9.2.5.2 In appropriate circumstances Transnet will set BEE participation pre-tender conditions. This
may include but is not limited to specifying to potential suppliers:

The rand value or percentage of the tender that should be fulfilled by the
participation of Broad-Based black enterprises, QSE's and EME's.
The minimum black equity ownership that should be fulfilled as a precondition
to participating in the tender process, as per the sector charters.
Management and operational involvement by black professionals and managers
as prescribed in the different sector charters.
Skills transfer and training.
Employment creation and employment equity.

9.2.5.3 Transnet will encourage "value-adding" joint ventures between non-contributors to
empowerment and local suppliers (preferably empowered QSE's and EME's).

Bidders may develop joint ventures in order to comply with Transnet BEE requirements. The
following documents shall form part of their submission:

• Ownership documents showing the status of the partners to the joint venture,
• Joint Venture Agreement;
• Joint Venture Declaration Form; and
• Any other documents as may be required by Transnet.

9.2.6 Preferential procurement targets and Reporting

9.2.6.1 To promote BBBEE in the procurement of goods and services, targets will be set and agreed to
by all the ODs and approved by Transnet's GCFO.
Targets will be reviewed on an annual basis with the approval of GM. SSM, however monthly
progress reports against the set targets will be compiled for submission to the GM SSM.
The overriding principle in the setting of such targets is that:

. A sectoral approach will be adopted and for sectors where there is a high
probability of finding BEE enterprises, (as defined) the target may be set higher.
Each Division's contribution towards the set target will be proportionate to that
Division's budget allocation.

9.2.7 Enterprise Development Model

9.27.1 Enterprise Development, being one of the DTI's BBBEE pillars of empowerment, places an
obligation on Transnet as a State Owned Enterprise ("SOE'), to also contribute in a significant
way towards the growth and development of emerging black entrepreneurs who would
ultimately be the beneficiaries of this support initiative. Transnet has a further responsibility as a
major spender in the sector to ensure that opportunities and growth in the industry include
emerging black entrepreneurs through policy, procedures and 'spend trends" and do not exclude
them.

9 2 7 2 Enterpnse Development can comprise one or a combination of the following interventions -
• Facilitation of training, mentoring counselling and professional support for selected

companies.
• Access to "short-term- flexible payment methods e.g. for selected / deserving EMEs say

payment within 14 days, at the Division's own discretion.
• Facilitating access to finance either by a mere referral, or by any other innovative ways that

will assist the enterprise.
• Any other support that is deemed necessary to strengthen and grow the selected company

such as on-the-job supervision / skills transfer etc
• Enterprise Development will be addressed in a coordinated manner through the CSDP

initiative - refer to paragraph 4.3 above
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9.2.7.3 The Main objectives of Enterprise Development are:-

• To develop a globally competitive supply base for Transnet and other SOEs.
• To support and strengthen the participation of black emerging entrepreneurs in the

Transport and related sectors.
• To ensure that adequate investment in local small business is maintained in a meaningful

way thus supporting a definite shift away from importing, towards localization of product
sourcing.

• To be a leader amongst SOEs in the commitment to BEE as 'not merely a social
responsibility" but also a business strategy to ensure that BEE is economically beneficial as
it reaches the majority of South Africans and is committed to making a difference and
growing the economy.

9.2.7.4 Transnet recognises that QSEs and EMEs have an economic role to fulfil in the future of South
Africa. They contribute to job creation and the country's national productivity through the
provision of goods and services to consumers and/or other enterprises etc. As a major role
player in the SA economy, Transnet will strive to heavily involve QSEs and EMEs in its
procurement activities. In pursuit of creating opportunities for QSEs and EMEs, Transnet may:

• Consider where appropriate, splitting large non-strategic contracts into small components,
for instance per province/item to enable QSEs and EMEs to participate. The total value of
the business to be awarded and not the individual contracts will determine whether the
tender falls within the DAC's jurisdiction or not, (Also refer to paragraphs 6.11 and 6.12).

• Where appropriate, Transnet will identify some tenders in part or in whole for the exclusive
participation of QSEs and EMEs.

• Encourage value-adding Joint Ventures between large established suppliers and QSEs
and EMEs giving the latter access to latest technologies and skills.

• With appropriate institutions and government agencies, co-ordinate capacity building
programmes for QSEs and EMEs.

• Provide tender advice to QSEs and EMEs.

9.2.8 Supplier Compliance to BEE

9.2.8,1 Transnet encourages its suppliers to promote BEE in their own companies. Suppliers will be
expected to comply with all Transnet's BEE requirements when submitting tenders. As a pre-
condition to selection, tenderers shall submit a signed BBBEE certificate and any other
documents that may be required by Transnet. These shall form one of the critical criteria in the
evaluation of BEE requirements. In addition, in instances where Transnet has set other BEE pre-
conditions these shall form part of the tender evaluation and be incorporated into the contract.

9.3 Interim implementation

9.3.1 Suppliers must be measured in accordance with the DTI Generic Scorecard provided for in the
Codes of Good Practice.

9.3.2 Existing suppliers must be made aware of Transnets policy and efforts made to encourage
these suppliers to embark on BBBEE initiatives. All suppliers shall be informed that Transnet
fully endorses and supports Government's BBBEE Programme.

9.3.3 Transnet would therefore prefer doing business with enterprises that share the same values v/ith
it and are prepared to contribute to meaningful BBBEE initiatives (e.g. subcontracting, JV's etc.)
as part of their tender responses. Transnet will accordingly allow a preference in accordance
with the 90/10 preference system, as per the PPPFA. to companies who provide a BBBEE
Accreditation Certificate. Transnet requires prospective tenderers to have themselves accredited
by any of the SANAS Accreditation Agencies that do their BBBEE ratings in accordance with the
latest Codes i e. those promulgated on 9 February 2007. Verifications are only valid for one
year. Also refer to the BBBEE Circular and RFX Clause available on the Transnet Intranet.

Enterprises will be rated by such agencies based on the following -
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Type of
Enterprise

Large

Qualifying Small
Enterprise (QSE)

Exempted Micro
Enterprise (EME)

Annual Turnover

n excess of R35 million

Between R5 million and
R35 million

R5 million or less

Number of Elements Scored on of the BBBEE
Generic Scorecard

All 7 elements

Any 4 elements (equal weighting of 25% each)

Deemed to be 100% compliant, Automatic Level 4
'ating irrespective of race of ownership.

NB. EMEs with Black ownership >50% or Black Women ownership >30% automatically qualify
asLevel3BBB£E, i.e. 110% BBBEE recognition.

EME's need only provide documentary proof of annual turnover (i.e. audited financials) plus
proof of Black ownership if Black ownership >50% or Black Women ownership >30%.

In addition to the above, tenderers who wish to enter into a Joint Venture or sub-contract portions of
the contract to BBBEE companies, must state in their tenders the percentage of the total contract
value that will be allocated to such BBBEE companies should they be successful in being av/arded
any business. A rating certificate in respect of such BBBEE JV-partners and I or sub-contractor/s.
as v/ell as a breakdown of the distribution of the aforementioned percentage must also be furnished.

Refer to the new BBBEE clause to be included in all Tender documents, which is available on
the Transnet Intranet and which is already included in the various RFX templates.

BBBEE evaluation process

Following the enactment of the BBBEE Act and Codes of Good Practice, it is now incumbent
upon Transnet to align its internal policies to ensure alignment to the national framework. The
PPPFA is not applicable to Transnet as a Schedule 2 company in terms of the PFMA.

The attainment of BEE objectives through preferential procurement is not a simple process,
even when a well developed implementation methodology guides the implementation thereof.
The endorsement and support of all stakeholders within the organization is essential. This
section of the document aims to provide guidance for interim implementation of the process.

Although the BBBEE Act has been promulgated on 19 March 2003, the Regulations to govern (he
implementation of the Act have only been promulgated in their final form on 9 February 2007.
Transnet has decided to implement the BBBEE principles with effect from 28 November 2006 as
an interim BBBEE implementation methodology, despite the fact that the Codes provided for a
transition period until 31 August 2008
Contrary to the PPPFA, which primarily focused on black shareholding as the only empowerment
tool, the BBBEE approach will have a much wider focus. It will not only assist black entrepreneurs
who already own and run their own successful businesses, but will also accommodate those in
need of skills training, employment or development opportunities.

9.4.1 Tender Evaluation

The following guidelines are to be followed with regard to the evaluation of tenders -
Accreditation agencies (See paragraph 9 3 3 above) will use Table 1 to accredit all suppliers and
will issue the prospective tenderer with a B8BEE Rating certificate which will indicate its Level
of Contribution (Table 2) a certified copy of which must be included in its tender response as a
"returnable document'.

Table 1:

Scorecard element
Ownership^
Management

Generic weiqhtinq
20%
10%
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Employment Equity
Skills Development
Preferential Procurement
Enterprise Development
Social Investment / Other
TOTAL SCORE measured out of.

15%
15%
20%
15%
5%

100%

Table 2:

BEE Status

Level One Contributor
Level Two Contributor
Level Three Contributor

Level Four Contributor

Level Five Contributor

Level Six Contributor
Level Seven Contributor

Level Eight Contributor
Non-Compliant
Contributor

Qualification

>100 points on the Generic Scorecard

>85 but <100 points on the Generic Scorecard

>75 but <S5 on the Generic Scorecard
>65 but <75 on the Generic Scorecard, or any
micro enterprise
>55 but <65 on the Generic Scorecard

>45 but <55 on the Generic Scorecard
>4Q but <45 on the Generic Scorecard

230 but <40 on the Generic Scorecard

<30 on the Generic Scorecard

Recognition Level
{Multiplier)

135%

125%
110%

100%

80%

60%
50%

10%
0%

The BBBEE rating certificate included in the tender response will therefore merely indicate the
contender's level of contribution.

After technical compliance has been determined, all technically compliant bids are merely ranked from
highest score to lowest score, using the following method:

SAMPLE 1:

Where technical compliance is either a "yes" or a "no" - (or all equal)

By using the "Excel Spreadsheet BBBEE-calculator", which is available on the Transnet Intranet, the
spreadsheet will automatically calculate a point out of 90 for price, by merely entering the comparative'
tender prices from lowest to highest on the spread sheet. The lowest technically acceptable price will
score the full 90 points. Upon entering the BBBEE status as determined in Table 3 i.e, the point out of
10, the "BBBEE calculator" will calculate a point out of 100. This total out of 100 will then determine the
preferred bidder which will be recommended for acceptance to the relevant DAC.

It should be noted that this system is used during the evaluation process to determine a fair and
transparent BBBEE preference {i.e, to determine the preferred bidder), and not to justify the paying of
automatic premiums. Post-tender negotiations (strictly in terms of paragraph 2.7 above) should be
conducted once DAC approval of the preferred bidder has been obtained. Unethical practices such as
horse-trading and price-matching are however not allowed.

NB. On sales tenders (e.g. the disposal of scrapped assets) the tendered prices are entered on the
relevant Excel spreadsheet from highest to lowest, and the highest tendered price will score the full 90
points for price.

* Refer to Paragraphs 4.1 and 4.2 above for the procedure to be followed to adjust tender prices to a
common comparative basis. Note that this comparative price does not include BBBEE preferences at
this stage, After entering the comparative price in the relevant column of the BBBEE calculator, and the
BBBEE status and preference in terms of Table 3. the BBBEE Calculator will calculate the relevant score
out of 100 for price and BBSEE.

0058-0373-0001-0125

TRANSNET-REF-BUNDLE-02553



666

CONFIDENTIAL
(FOR INTERNAL USE ONLY)

Table 3:

PROCUREMENT PROCEDURES MANUAL

Rev
0

Page
71

of
26 May 2009

BEE STATUS

Level One Contributor
Level Two Contributor
Level Three Contributor
Level Four Contributor
Level Five Contributor
Level Six Contributor
Level Seven Contributor
Level Eight Contributor
Non-Contributor

BEE PREFERENCE
90/10 Max 10%

10%
9%
8%
7%
6%
5%
4%
2%
0%

Table 4:

Tenderer
& ranking
on price

X - N/A

A - 1
B - 2
C - 3
D - 4

Tender
Price

R965 000

R2 300 000
R2 400 000
R2 500 000
R2 550 000

Point
out of 90
for price

Tech.
non-

compliant
90

86.09
82.17
80.22

BBBEE
contribution

level
N/A

Level 8
Level 3
Level 7
Level 1

BBBEE
Point

out of 10
N/A

2
8
4
10

Total out of
100{BBBEE

10 & price 90)
N/A

92
94.09
86.17
90.22

Final Ranking
(Price and
BBBEE)

N/A

2
1
4
3

From Table 4 above. Tenderer B becomes the preferred bidder as he has attained the highest score out
of 100. The recommendation to the DAC wil! therefore be in favour of B (and not Tenderer D although D
has the highest BBBEE contribution level). In terms of the guidelines on Post-tender negotiation, the
DAC will when approving the preferred bidder also grant the necessary authority to conduct further price
negotiation with him/her. If one succeeds in driving his price down, to say R 2 350 000, the price
premium of R50 000 will be minimal (2.18%) = R2,35m as compared to the lowest tender of R2,3m. For
the purposes of reporting BBBEE spend, one would again refer to Table 2 Tenderer B. being a level 3
contributor, would entitle Transnet to report 110% of the contract value as B8BEE procurement spend,
i.e. R2 350 000 X 1 10% = R2 585 000.

SAMPLE 2:

Evaluation where "Technical Compliance" or "quality" also needs to be factored into the scoring
matrix

The scoring system for Price and BBBEE as explained in Sample 1 above, is based on the 90/10 Price /
BBBEE principle. Where appropriate to also include technical or quality in the weighting out of 100, this
inevitably means that the weighting of 90 for price will be diluted
For example Price 50

Quality/Technical 40
BBBEE 10_
Total 100

There is however a real risk in including 'technical' in the equation (eg 50 40/10) and m so doing
diluting the weighting of price, as will be noted from the following two Tables

Table 5:
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Name of
Tenderer:

Ranked highest
to lowest

TENDERER F

TENDERER G

TENDERER K

Tenderer A

Tenderer B

Tenderer C

Tenderer D

Tenderer E

Financial
Offer
(P)

Comparative
Offtr
(Pm)

NON RESPONSIVE

NON RESPONSIVE

NON RESPONSIVE

3.700,000

4.535,000

5,500.000

6 400 000

7.100.000

3,700,000

3,700,000

3,700,000

3.700.000

3.700 000

Points lor
Financial

Offer

90.00

69.69

46.22

24.32

7.30

BBBEE
Level of

Contribution
(Level 1 to 0)

Level 9

Level 7

Level 1

Level 4

Level 1

BBBEE
Point
out of

10
(90/10)

0

4
10
7

10

Total
point out
or 100:

Pries 90 1
BBBEE

10

90.00

73.69

56.22

31.32

17.30

Ranked
Tech-
nical,

price and
BBBEE

1

2

3

4

5

%
Premium
payable

0

23

49

73

92

Premium
payable In

Rands

R0

835.000

1.800,000

2 700,000

3 400,000

Table 6:

BASIS FOR COMPARATIVE OFFER :
PRICE, TECHNICAL AND BBBEE (50 / 40 /10)

Name of
Tenderer:

Ranked highest
to lowest

TENDERER F

TENDERER G

TENDERER H

Financial
Offer
(P)

Comparative
Offer
(Pm)

NON RESPONSIVE

NON RESPONSIVE

Tech-
nical
Score
Max 40

NON RESPONSFVE (

Points
for

Financi
al Offer

BBBEE
Lavol of

Contribution
(Level 1 to 9)

BBBEE
Point out

or 10
(90/10)

Total
point out
Of 100:

Price 90 &
BBBEE

10

Ranked
Tech-
nical,

price and
B0BEE

Premium
payable In

Rands

Tenderer A

Tenderer B

Tenderer C

Tenderer D

Tenderer E

3 700 000

4,535 000

5 500 000

6 400 000

7,100 000

3 700.000

3 700 000

3 700 000

3 700 000

3 700 000

20

25
35
Ar

30

50.00

38 72

25.68

1351

4 05

Level 9

Level 7

Level t

Level 4

Level 1

0

A
10

7

10

70.00

67.71

70.67

60.51

44.05

2

3

1

4

5

0

23

49

73

92

R0

R065m

R1 8m

R2 7m

R3 4m

Note that whilst using the same tender prices and BBBEE levels/scores in both Tables 5 and 6, in Table
5 Tenderer A wins the business whereas in Table 6 Tenderer C wins the business at 49% i.e. R1,8
more. The use of Table 6 as part of the tender evaluation criteria should therefore be made with great
circumspection.

This however does not mean that the latter method (Table 6) should never be used. Where the best
quality is crucial (e.g. a consultancy service or the development of a sophisticated system) this method
may be selected and indicated upfront in the Tender Document.

To be open, fair and transparent to all prospective tenderers and to prevent the possibility of
manipulation of the technical weighting during the evaluation phase, the weightings of the three main
evaluation criteria (Price, BBBEE and Technical/Quality) must be disclosed in the tender documents i.e
before the tender is issued. As stated in paragraph 5.3.1.11 above the actual individual weightings of the
different components of Technical' should not be disclosed It need only be listed not necessarily in

• •_•&:
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order of importance, to ensure that tenderers submit their best offers on all the technical criteria and not
only those which carry a relatively high weighting.

It must also be stressed that quality need not be sacrificed by not choosing the Table 6 approach and
instead electing the Table 5. An alternative method that can be used where technical compliance is
important, but not at all cost, is the following method >

Step I: As a first step, determine whether there are any disqualifying criteria, for example:-
• Does the company's name appear on Transnefs List of Excluded Tenderers? (or on the

CIDB's List of Excluded tenderers if a CIDB Construction related tender)
• Has the company produced a valid Tax Clearance Certificate?
• On CIDB-tenders - Does the company's name appear on the CIDB's Register of

Contractors for the required category?
• Is the company VAT registered, and has it produced a valid VAT Registration Certificate? (if

its annual turnover qualifies it for VAT Registration i.e.>R300 000 p.a.)

Step 2 Evaluate all qualifying tenders in terms of the technical evaluation criteria, after having
determined a minimum threshold for technical compliance. All tenderers who exceed the minimum
threshold then proceed to the next round i.e. Price and BBBEE evaluation in terms of Table 5 above. It is
important to note that all tenderers who exceed the minimum cut-off point are then regarded as equally
compliant, irrespective of the margin by which they exceed the minimum threshold (e.g. A BMW pool-car
scoring 99 on technical and a VW Polo scoring 77 points will be equally compliant since they both
exceed the minimum threshold of 70). To, at this stage, factor their technical scores into a Table 6
scenario where a score is again allocated to technical against a diluted weighting for price will result in a
higher overall score for the more expensive BMW as compared to the VW Polo.

Step 3: The tenderer with the highest total score as per Table 5 (Price and BBBEE only) will become the
preferred bidder and will be recommended to the DAC for award of the business.
In terms of the post-tender negotiations procedure (paragraph 2.7 above), the DAC may be approached
for authority to undertake post-tender negotiations v/ith more than one preferred bidder if the scores
attained by the various contenders as per Tables 5 or 6 above are very close.

PART 10: DEFINITIONS

10. Definitions

10.1 in these Procurement Procedures:-

10.1.1 "Board of Directors" means the Board of Directors of Transnet Limited;

10.12 "Chairman" means the person who is appointed as Chairman of one of the Acquisition Councils
or his alternate.

10.1.3 "CEO" means the Chief Executive Officer at the head of a Transnet Division (core or non-core)
with appropriate delegated authorities which are in line with the Transnet Group Delegation of
Authority (Group Limits of Authority) - Annexure HI. With regard to Corporate Head Office, roles
and responsibilities assigned to the "CEO' in terms of this document (PPM), will likewise also
apply to Heads of the relevant Group Functions, v/ho in terms of their individual Special
Delegation of Authority have been delegated similar powers.

10.1.4 "CFO" means a Chief Financial Officer in an Operating Division of Transnet, whilst Transnet
GCFO means the Group Chief Financial Officer in the Group Corporate Head Office, who
reports directly to the Group Chief Executive (GCE).

10.1.5 "CPO" means the Chief Procurement Officer of a Division of Transnet or Specialist Unit, or core
or non-core businesses). In smaller Transnet Divisions which do not have a designated CPO,
powers assigned to the CPO in terms of this document will be vested in the CEO of that Division

0058-0373-0001-0128

TRANSNET-REF-BUNDLE-02556



669

PROCUREMENT PROCEDURES MANUAL

Rev
0

Page
7"

of
26 May 2C03

CONFIDENTIAL
(FOR INTERNAL USE ONLY)

personally. With regards to the Corporate Head Office, the GM, Strategic Supply Management
will be regarded as the "CPO" for the purposes of this document (PPM)

10.1.6 "contender" means any person who has submitted a quotation, as opposed to "tenderer"

10.1.7 "BBBEE enterprise" means any supplier or contractor who has been rated anything from a
Level 8 (10 % recognition level) to a Level 1 (135% recognition level), as defined in the BBBEE
Act and Codes of Good Practice issued by the DTI.

10.1.8 "CtDB-tender" means any construction related contract, as defined in, and regulated by the
Construction Industry Development Board, by virtue of the CIDB Act. This includes new
construction activities as well as the maintenance of existing civil, mechanical or electrical
structures.

10.1.9 "DAC" means the Divisional Acquisition Council of an Operating Division, Specialist Unit or
Business. Unless specifically stated otherwise "DAC also includes sub-acquisition councils
operating under the auspices of the DACs and which caters for transactions falling below the
minimum threshold of the DAC. e.g. Acquisition Councils operating on a local or regional basis,
as well as the TAC and SMGC catering for Corporate Head Office and transversal procurement
respectively.

10.1.10 "delegated powers" means the extent of authorities required in order to implement certain
actions by or on behalf of the company, including any sub-delegation of authority where
permitted. This includes the power to retrospectively authorise condone or rescind a decision
already taken by a sub-delegate.

10.1.11 "Division" means any Transnet Operating Division. Specialist Unit as well as Group Functions
and Transnet Businesses within the entire Transnet Group

10.1.12 "Group" means all Transnet Divisions where Transnet still holds the majority share This
include Operating Divisions, Specialist Units, Businesses as v/ell as the different Group
Functions comprising the Corporate Head Office

10.1.13 "enterprise" means amongst others a company, close corporation, partnership or any other
form of business,

10.1.14 "fairness" means being objective, reasonable and even-handed Being fair does not mean
satisfying everyone. It can be unfortunate, but not unfair, that people may be adversely affected
by procurement decisions;

10.1.15 "fronting" means the deliberate circumvention or attempted circumvention of the BBBEE Act
and the Codes. This could, for example, be in the form of the misrepresentation of
shareholding'ownership status in order to achieve an advantageous BEE recognition level, or
the deliberate non-honouring of BBBEE commitments made at tender stage with regards to
subcontracting or JV initiatives, for the purposes of securing business. Unless such non-
honouring has been duly reported to Transnet and considered to be beyond the control of the
mam contractor / JV partner, such actions will also be regarded as deliberate misrepresentation
and fronting.

10 116 "fruitless and wasteful expenditure" means expenditure that was made in vain and could
have been avoided had reasonable care been taken;

10 1 17 "goods" means any physical object or objects whether raw or processed material, movable or
immovable which has value,

10 118 "Group Chief Executive" means the person in the Corporate Centre appointed as the Transnet
Group Chief Executive, duly appointed by the Minister of Public Enterprises or the person acting
in his her stead, at any given time in terms of a proper Mandate
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10.1-19 "GM: Strategic Supply Management" means the General Manager who heads up the Strategic
Supply Management Function (GM. SSM) in the Corporate Head Office, or the person acting in
his/her stead, at any given time, in terms of a proper Mandate;

10.1.20 "imported content" means that portion of the tender price or quotation which represents the
landed cost at factory (as defined herein) in the Republic of South Africa of components, parts or
materials which are to be used in the manufacture, production or assembly of supplies tendered
for and which have been or are still to be imported whether by the tenderer or his supplier or
sub-contractors;

10.1.21 "incoterms" being the collective term for any of the following types of import / export payment
cost structures (in the case of Transnet mostly the importer):-

"EXW" - Ex Works - the seller has delivered the cargo, the cost, and the risks, when they
place the cargo at the disposal of the buyer at seller's premises, not loaded onto any
collecting vehicle and not cleared through Customs. If at another local named place then not
unloaded.

"FCA" - Free Carrier - the seller has delivered the cargo, the cost and the risks, when they
have done EXW plus they have loaded onto any collecting vehicle and have cleared cargo
through Customs.

"FAS" - Free Alongside Ship - The seller has delivered the cargo: the cost and the risks,
when they have done FCA plus they have taken the cargo to the port and placed it
alongside the vessel and have paid any port taxes.

"FOB" - Free on Board - The seller has delivered the cargo, the cost and the risks when
they have done FAS plus they have taken the cargo passed the ships rail.

"CFR" - Cost & Freight - The seller has delivered the cargo and the cost, when they have
done FOB plus they have paid for Ihe freight to the port of destination. Risk still delivered at
FOB.

"CIF" - Cost, Insurance and Freight - The seller has delivered the cargo and the cost, when
they have done CFR plus they have paid for the insurance to the port of destination. Risk
still delivered at FOB.

"DES" - Delivered Ex Ship - The seller has delivered the cargo, the cost and the risk, when
they have done CIF plus they have to keep the risk of CIF to DES.

"DEQ" - Delivered Ex Quay - The seller has delivered the cargo, the cost and the risk when
they have done DES plus off load the cargo at the destination port,

"DDU" - Delivered Duty Unpaid - The seller has delivered the cargo, the cost and the risk
when they have done DEQ plus taken the cargo to the final destination but not pay any
import customs charges.

"DDP" - Delivered Duty Paid - The seller has delivered the cargo the cost and the nsk
when they have done DDU plus paid any import customs charges

"CPT" - Carriage Paid To - The seller has delivered the cargo and the cost when they
have done FCA plus handed over cargo and only pay the freight to a carrier that will take the
cargo to the final destination. Risk is delivered when the cargo is handed over to the earner

"CIP" - Carriage and Insurance Paid To - The seller has delivered the cargo the cost and
the risk when they have done CPT plus paid for Insurance to the final destination. Risk is
delivered the same as CPT.
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"DAF" - Delivered at Frontier - The seller has delivered the cargo, the cost and the risk
when the/ have done FCA plus deliver the cargo to a pface at any frontier (border) but not at
(he buyers frontier and not unloaded.

10.1.22 "indent" means a purchase direct from an overseas supplier or manufacturer without the
involvement of a local agent or representative.

10.1.23 "irregular expenditure" means expenditure incurred in contravention of, or that is not in
accordance with a requirement of any applicable legislation, including the PFMA:

10.1.24 "landed cost at factory" means the overseas cost plus direct importation costs such as freight,
all landing charges, dock dues, import duties and the like, at the South African port of entry, as
well as inward transportation and handling costs to the factory in the Republic of South Africa
where the goods tendered or quoted for, will be manufactured or assembled;

10.1 25 "local content" means that portion of the tender price or quotation which is not included in the
'imported content1* as defined above:

10,1 26 "manager" means, with regard to Transnet, a person who is a chief executive of a Division of
Transnet. by whatever designation he is known and whether or not he is a director of Transnet,
or his delegatee or any subsequent delegatee in terms of a proper Special Delegation of
Authority,

10.1.27 "material provisions" means amongst others a provision which has a bearing on Ihe parties
to the contract, the particular performance (eg. sale/purchase, service and hire/lease), price
(including alleged pricing errors), time for performance, cession and/or assignment, new
provisions, waiving of penalties, extension of time, exercising of options, quantities,
place/manner of delivery, impossibility of performance, appointment of a new contractor for the
uncompleted portion of a contract and refund of retention money before the completion date.
etc., and which may entail additional costs or risks;

10.1.28 "non-material provisions" means amongst others a provision which has a bearing on the
place/manner of delivery, place/time/manner of payment, name of the manufacturer, or any
other amendment/change and which does not entail additional costs or affect the
creditworthiness of the contractor;

10.1.29 "notice" means in respect of tenders, the usual brief press notice and regarding quotations, a
letter with similar purport;

10 1.30 "offer" means a unilateral request from a person or enterprise to do business with Transnet
without tenders or quotations having been invited by Transnet.

10.i.31"parcelling" means the practice of deliberately splitting business into smaller portions to keep
the transaction value within one's own Delegation of Authority, or lo keep it below the threshold
of an Acquisition Council.

10.1.32 "project" means a proposal which in its entirety has been approved by the Board of Directors
for the provision of an asset or group of assets with a common purpose for Transnet, normally
having an asset life of longer than twelve months

10.1.33 "quotation" means a request to do business which is restricted to certain tenderers who alone
can submit a price, or such price which is submitted

1O.134"QSE and EME" means Qualifying Small Enterprise and Exempted Micro Enterprise as
defined in the DTI's BBBEE Act,

10.1.35 "rental" or "lease" means the use of goods for a period and for consideration (compensation).

10.1.36 "Republic of South Africa" means the territory of the Republic of South Africa unless the
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contrary appears from the context and the word "South African" refers to the same territory,
unless the contrary appears from the context;

10.1.37 "RFX" is the collective noun for anyone of the following -

RFI - Request for Information (mostly used as the 1S| phase of the Two-stage tender
system - normally prices are not tendered at RFI stage therefore no business
may be concluded against a RFI).

RFQ - Request for Quotation (mostly used for transactions <R2m. See paragraph 2.4.
above. However CEO's may at their discretion lower the *3 quote limit" see
paragraph 8.1.3. (iv) above - Since prices are tendered on a RFQ, business
may be awarded on a RFQ)

RFP - Request for Proposal (mostly used on the open tender process i.e. for
transactions > R2million. However, CEO's may at their discretion lower the
minimum threshold for open tenders see paragraph.8.1.3. (iv) above. RFPs will
also be used on phase 2 of the 2-stage tender, where the value of the business
is >R2m. Since prices are tendered on a RFP, business may be awarded on a
RFP).

EOI - Expression of Interest: Very similar to a RFI and used merely to gauge what is
available in the market, if the market is unknown. An EOI can be used in phase
1 of the 2-stage tender as well. A firm price commitment will nol be called for in
an EOI, hence no business can be awarded against an EOI.

10.1.38 "service" means a work in respect of which the tenderer undertakes inter alia to-

(a) provide employees for a period and for consideralion (compensation) in such a
manner that Transnet has full power and control over the tendered employees; or

(b) carry out one or more assignments independent of Transnet's supervision for a
period and for consideration (compensation); by
(i) making his and/or his employees' expertise available; or
(ii) providing and using the tenderer's employees, and exercising supervision

over the work,
(iii) making available and using the tenderer's employees as well as any

equipment, machinery or goods that may be required, and exercising
supervision over the work;

according to the kind and magnitude of the work which is defined in the specification,

10.1.39 "subsidiary" means any subsidiary of Transnet, where Transnet holds a majority shareholding
or where Transnet has the majority vote on the Board of Directors of such subsidiary

10.1.40 "tender" means a public request to do business which has been properly published and to
which any member of the public can submit a price, or such price which is submitted,

10.1.41 "tenderer" means any person/enterprise which has submitted a tender (as opposed to
contender)

10 1.42 "Transnet" means Transnet Limited, Registration No. 1990/000900/06 incorporated in terms of
the Companies Act, 1973 (Act 61 of 1973). as amended,

10 1 43 "year" means any defined period of twelve consecutive months
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Interpretation and Definitions

The fo lowing words and expressions bear the following meanings urless the context indicates otherwise -

1.1 "Board" means the Board of Directors of the Company and mc'udes Ihe Boa'd when i l acts in Ihe capacity
as the Dn/lsicnai Board of the deemed Authority under the National Ports Acl No. 12 of 2005:

12 "Board Reserved Matters" means mattes reserved by the Boa-c1 as set out in Annexure A1 of Written
resolution 2011/P2.

1.3 "CAPlC" means the Capital Investment Commiltee, a committee of the Group Executive Committee which
has been establ shed to make decisions regarding capital expend ture;

1.4 "CE" means Chief Executive of an Operating Division

1.5 "Company" means Transnel SOC Lid including its Operating Divisions and Specialist Units, with regislraton
numoer 1990/0O0900;"3C and "Transnet"shall have a corresponding meaning;

1.6 "Company Strategy" means tie stralegy fcr the Company as approved" from time to time by the Boa'd.

1.7 "Consultant" means a person, or parlners in a firm, or a company or a dose corporation who can provide
expert or specialised adviso7 sfci Is. bui exe'udes anyone who also carries out the physical work or provides
(lie end product for Transnei based on his owv. professional or expert advice. Such consultancy service
normally pertains to a specific pro.ecl and therefore non-repetitive in nature and confined to desgn v/ort,
investigation or advice on management, financial business or technica mailers:

In short, a consultant does net supply Ihe ultimate erd product, but merely gives a recommendalion, based
en h's expertise, of [he besl solution to a specifc problem. That proposed soMion, ;f accsptab e to Transnet,
stil has lc< be acquired, cult cr e-ec:ed by another party and may or may not be connected wth the
consultant. Excludes any profess ona! services procu-ement package included in Ihe approved asset
procurement package p!an fcr ard app-oved physical asset project.

1.8 "Delegation of Authority Framework" means this document, recording the nature and extenl of author, ties
required in crder to implement certa'n acl ons by cr on behalf of the co-npsny, including an/ sub-de egation
of authority where perm tied and "Delegation" shall have a corresponding meaning;

1.9 "FRMF" mean Financial Risk Management Framework

1.10 "GCE" means Transr.et Chef Execu-ive of Ihe Company;

1.11 "GCFO" means Transnet Chiel F nancial Officer of the Company;

1.12 "GCSCO" means Transnet Chief Supply Chain Officer

1.13 "Group Executive Committee11 or "Group Exco" neans the executive committee estabished lo I2ke
respons b lily fcr the day to day execul on of strategy and runn'r.g of the Company;

1.14 :'Group Executive or Group Executive nominee" refers to the Group Executive responsible lor the
supporting business or his/her nominee,

1.15 "International agreements" means agreements entered in:o with enlilies incorporated in foreign
jurisdictions or which are requred !o be construed in accordance witi the taws of a foreign juiisdict-on
including the neighbouring countries,

1.16 "Memorandum of Incorporation" or "BtOI" means fte constitutive decumente of the Company, as
amended;

1.17 "Neighbouring Countries" means countries sharing a border w th the Repub ic of 5outh Africa.

1.18 Operating Divisions means the Operating Divisions of Transnet, namely. Transnet Fregnt Rail. Transnet
Rail Engineering. Transnel Nalonai Ports Authority Transnet Port Terminals and Transnet Pipel nes.

1.19 "PFMA" means the Public Financ'al Management Act 1 of 1999 f>s amonded), read together with its
1 including Treasury Regulators,

Detegalicn oJ Aoftwity Framewcrk - effecttre 1 May 2012 Paga 3
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1.20 'Shareholder Minister" means the M nistef of Pjbl c Enterprises;

1.21 "Shareholder's Compact" rrsears the Shareholder's Compact annually conc'uded betwsen the Company
and the Shareholder ir terms of Regulation 2S of the Treasury Regulations;

1.22 "Specialist Unit" mean a'l bus'ness units of Transnet when have been deemed 'supporting bus nesses' in
terras of tie Company Strategy, trese include Transnet Properties, Transnet Foundation, Transnet Capital
Projects ard Transnet Ccrpcrale Centre. Where a Special st Unit CE Is ncl a member of the Group Exco, the
Group Exec member responsible for such Specials' Unit shal sub-delegate powers to the Specialist Urft's
CE;

1.23 "Subsidiary" means subsidiary as defined in Ihe Companies Act 71 of 2008 (as emended) and Stbsidiaries
shell have a correspond ng meaning

1.24 "Transnet" means the Company with its subs d aies,

1.25 'Treasury Regulations" means the regulations promulgated by hs Minister of Finance ir terns of section
76 of (hs PF^4A, as pufcl shed in toe Government Gazette of 15 March 2005 under Government Nctfce No
R225 and as amertded from bme to lime;

1.26 Transnet Tola! Asset base: refers to the tola! value of tie assets in Transit ar.d is set at the asset va!ue
indicated in Lie integrated reocrt for Lie year;

1.27 "VAT" means Value Added Tax AH amounts indicated in Ir-e dxumenl are exe'usive of VAT;
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Scope

This Delegation o' Authority .-ramewcrk records trie nature and extent of the authorities delegated by the GCE: (o
certain emp'oyees and members of the Group Exco end other authorities delegated in order to imp'ement certain
actions by or on bahall of the Company It includes, to the extent necessary and/cr incidental thereto the authority to
discharge a!i of the duSes. obligations and powers imposed upon Lie deemed Authority under tne Na'.onai Ports Act 12
of 2005.

Application

3.1 This Delegation of Author ty Ffamev/ork apples to all employees c[ t ie Company, indudng its Operating
D visions and Speca 1st Units. It does not apply to any of the Company's subsidiaries. The respeclve Boards
of Orectors of the Company will prepare the requisitedelegationsof authority for those subsidiaries.

3.2 The persons set OJI in clause 5 cekw are granted the power and /or a«jlho'ity to perform their functions and
responsibiibes subject to the limits o' author'./ outlined in c!ause 5 below, provided that lhe exercise of such
power e/icVof authority in terms of this delegation is rot ;n conflict with the tollowir.g*

- PFMA;
Board Reserved Matters,
Memorandum of Incorporation;
Company Strategy.
Shareho der's Compact;
the Corpora's Bus ness Plan, annual Budget and Borrowing Strategy and/or Funding Plan of the
Company as approved by the Board from time to time,
Enterprise Risk Management Framework; and
Aiy approvals by the Board and the Minister of Finance to' the delegation of the power to borrow
money cr Issue a guarantee, indemnity or security, or enter nto any other transaction that birds or
may b'rd trie Company lo any future financial commitment in terms of section 66 of tne PFMA

3.3 Ths Delegation supersedes any prior Delegations of Au'Jirjrity Frame'.vork and takes effect upon lhe date
determined by the Board of Directors.

34 Any proposal for amendments to this Delegation or to the authorities or the autnorities delegated fn ths
Delegation must be submilled in writing lo the Transnel Company Secretary for consideration and approval
by the Board of D rectors.

4 Delegating Powers

4 1 A person authorised to exe-'dse any cl the authorities set cut in clause 5 below ("original bearer of aufrcrity") may. in
writing, sub-delegate to his/her subordinate ("designate") during h s/her temporary absence or for an Indefinite period,
provdeo:

£.' 1 the authority is conferred by way of a certificate sgnec by the orignal bearer of auhonty, naming and dent-fyino. the
designate, and the extent of the authority which is sub -delegated to the designate;

4.1.2 tl~e sub-desgnaled aulhcrily shaH only be exercised v/ithin the original bearer of authority's respective area of
resconsibtSty arid

4 1.3 the sub-delegated authority may be revoked 3t any Lme by the original bearer of authority.

4.2 Unless otnerwse specificaty indicated, approval of any ol lhe matters listed in clause 5 below may be granted by a
designate.

4.3 With respect to a I matters and authcrifes specrtcaily I sled in clause 5 below, t ie delegated authority by fre GCE to
bind the company is in regard to any business activity or transaction [t^ a series of related Uansact ons) and is subject
to the value in the aggregaie of all payments or any consideration made or to be made for any such business acliv.ty or
transactions) being complied with.

4.4 The original bearer of authority or designate must ensure thai a'l the necessary procedures and/or approva's have
been fulfilled prior to exercising any of fre mailers srd authorities l;sted in dause 5 befow

-effective 1 Way 2013 Page 5
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5.1

Company Authorities

Limits of authority have been delegated by the Board of Directors to Ihe Transnet Group Chief Executive. In the
interest of good corporate governance, appro*/?! structures have been established in the Company. Requests for
approval must foSow the approved governing processes and structures for recommendation but the final approval
vests iwtfi the delegated individual (for example CB, GCf 0, GCE) as rejected in the specific delegations set out In Ms
document

In cases v/here business requirements necessitate ihat appro'/a! be obtained from the delegated authority vjithout the
review and recommendation by the relevant go'jernsnce structures (CAPIC. Croup Exco, etc) this must be reported to
the rele/ant governance s'njdures imrr.ediatef-y thereafter.

The authority to approve Ihe Annual Corporate Plan and Budget of the Company vesls with [he Board of D rectors,
provided that it mLSt bs submitted to the Shareholder in terms of Secton 52 ol the PFMA.

Capital Expenditure

N0TE1:

NOTE 2:

Capital expenditure may only be authorised if Ihe project has been so approved by CAPIC or the
relevant divisional CAPIC in acco*dar>ce wlh Ihe limits sel ctt ir, tris Delegation of Authority
Framework and capital funds have seer allocated In the annual Budge! of fre Company.

Capital expendilure may or.ty be autixrised if Ihe project has been approved and a warrant number
has been Issued by the reevan! authority. All requests lor capital expenditure exceeding the
Divisional CE's iiTiit must be submitted to Ihe project administrator a; Transnet Financial Pianniig

5 1 1 CAPEX in approved budget/Corporate Plan; To commence projects

Approval
Authority >

Operalirg
D visions

Approval
Authority •

Spec^fe!
Units

OD
Exco/CE

excluding
TFR

Up to tut
not
exceocmo.
R200m

TFR
ExcolCE

Up to In.!
not
eaceafng
R4fJ0m

Group Exco Member

Up lo but not exceeding
R20m

Transnet
CAPIC/GCFO

Up lo but net
exceeding
RSCQm

Transrtet
CAPIC/QCFO

Up to but ret
exceeding
R800m

Group
Exco /GCE

Up to but
not
exceeding
RIOOCm

Group
Exco/GCE

Uptob;.!

: net
exceeding
RIOOCrr

Board
Acquisitions and

Disposals
Commit! &e

Up to tut not
exceeding
RZCCOm

Board
Acquisitions and

Disposals
Committee

Up to but not
exceeding
R20CCm

Board

Up to b J not
exceed ng
R2500m

Board

Up to bit not
exceeding
R2£Q0rr

Shareholder
Minister

Exceeding
R2500m

Shareholder
Minister

ExceecSrg
R25O0m

"Refer to Mater'a'ity and S:gnificaxe Frame-.'/crh II [he set limit (currently R25C0m) is exceeded hen the Beard :o
consider a^d recommend to SharehoWer MLi sler for appro^l.
Approval limits are per indiv fluai project, reported on a monthly bas s to Group Financial Planning,
Amounls indicated above exclude the capita'isaltar, of borrowg costs.
All ICT projects requiring Transne" appro'/al must be signed off by Ihe Head: Enterprise lnfo/ma!ion Managerrienl
Services.
Board Acquisitions and Disposals Committee refers to tne Acquisitions and Disposal Ccmmillee of the Board. G'oop
Exco/GCE to be the final apprcva gate for si capital sauon of maiitenarce projects (CCPEX) irrespecfrye cf Ihe vaue
of the project provided that it has been included in Ihe Corporate P;an.
Front end oad-ng (FEL) studies (or le^ l 1 anfi 2 may be approved in terms of the operating expenditure DcA, FEL 3
studies may be approved as slandalcne (exduding execution) pe' the above table Please refer lo the Accounting
Policy for Conceptual. Pre-feas;b'lity and Feas'bility Studies when capitalising FEL studies

Detajaticfl of AuCiorty Framewodt - oflecfive 1 May 20)? Page 5
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5.1.2 Unforeseen CAPEX (not included in budget/Corporate Plan)

Approval
Authority —

Operating
0 visicis

Approval
Authority ->

Specia is! Units

OD Exco/CE
excluding

TFR

Up to bul rtal
exceetfng
R50m

TfR
Exco/CE

Up tc fcu!
nol
exceed^
R75m

Group Exco Member

Uptobutndexceed'ncj
R20m

Trans i t
CAPlCfGCFO

Up |o bu! not
exceeding
R400m

Transnet
CAPIC/GCFO

Up to bul not
exceed rg
R400m

Group
Exco/GCE

Up to but not
exceeding
RSOOm

Group
Exco/GCE

Up lo bu! nol
exceed<rg
R5CCm

Board
Acquisitions and

Disposal
Committee

Up Ic but no*
exceeding
RiCCflm

Board
Acquisitions and

Disposals
Committee

Up to but no;
exceecinc,
RICCCm

Board

Up to tu*
nol
eaceadr-g
R 1250m

Board

Up to but
ro'
exceed rig
R1250n

Shareholder
Minister

Exceed ng
R1250m

Shareholder
Minister

Exceed r-g
R1250m

•Refer to Materiality and Significance Framework, if Ine set limit (currently R250Om) is exceeded then Ihe Board lo
consider and recommerd to Shareholder Minister lor approval.
AH unforeseen Capex approved by Operating Oivisions/Spsdcl.sl Units Vfllhirs Iheir delegated authcity, must be
feporled on a quarterly basis to Group Finaicia1 Planning.
Amounts intficeted above exclude Ine capitalisation of borrowing costs
All iCT projects requiring Traisoet approval must be signed o!f by the Head Enterprise Information Management
Services
Approval limits are per project at Operating Divisional level subject to an aggregate divisional limit of R200m per
annum and R400m for TFR on condition that divisions remain within their annual approved capital budget (refer lo
5.1.4J If an unforeseen project, will result in the divisional 7 year investment plan being increased then Group Exco
needs to be approached for approval.

5 1.3 Increase in Estimated Total Cost {ETC) of Existing/Approved Projects

Approval Authority
—>

OpS'afrgOvttons

Approval
Authority »

SpeciaGs! Units

OD Exco/CE
excluding TFR

ETC may be
increased to a
maximum ol
*2C0rn.
incenses
beyond trts
amcun! msy
ortybe
approved al
Transnel .e-̂ e

TFR Exco/CE

ETC may be
l e a s e d to a
rr-axirnum of
MOOm,
incisasM
beyond th a
anKHint may
cniy De
approved al
Transnet Level

Group Exco Member

ETC may be increased lo 3
maximum of R2Qm, rr^reases
DeyDnti this amount may only Be
appro-zed al Transnet Level

Transnet
CAPIC/GCFO

Up to but .TO!

exceeding
R800m

Transrtet
CAPiC/GCFO

Up to bot rot
exceeding
R800m

Group Exco/
GCE

Up lo bu1. rot
excescfirg
RIOCOrr

Group Excel
GCE

Up tc but nc!
exceeding
R10C0m

Board
Acquisitions
snd Disposals

Committee

Up !o tot rot
exceed ng
RHOOm

Board
Acquisitions

and Disposals
Committee

Uc to bul rtoi
exceetling
R'40Gm

Board

Exceeding
RHCOm

Board

Exceeding
R14C0m

Increase in ETC of projects already approved by tfie Shareholder Minister must be reported to the Shareholder
Minister if the increase is in excess of 15%.
AJ ICT projects requiring Transnet approval must be signed off by Ihe Head: Information Management Services
A l cost ncreases in excess of 25% of the approved budget for a project must be reported to Transnet CAPIC/GCFO.

-eftecfive 'May2012 Page?
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Air writs indicated above exclude the capitalisation of borrowing cosls. Increases in ETC ol a project so'eiy due to the

capitalisation of borrov.ing cosls may be approved by the 0 0 Exco/CE. Project costs and cEp'tahsa'ion of borrowing

costs are to be nanaged separately and may not be expended on projects interchangeairly.

5.1,3.1 Any increase in excess of Ihe annual approved capita! investment budget must be subm Ued lo Transnet CAPIC/GCFO

for approval

51.4 Asset Write-off/Scrapping: Movable Assets

Approval
Authority ->

Operating
Divisions

Appioval
Authority - •>

Spc-oafct
Units

0 0 Exco/CE
excluding TFR

Up to bu! not
exceeding

RIOm

TFR
Exco/CE

Up to but ret
exceeding

RsCm

Group Exco Member

Up to but not exceeding Ron

Transnet
Capic/GCFO

Uplofcul no*
exceed™

RtOQm"

Transnet
Capic/GCFO

Up to btft nc-1
exceeding

RiQOm

Group
Exco/GCE

Up lo bot not
exceeding

R25Qm

Group Sxcot
GCE

Up to bul not
exceetfirig

R250m

Board
Acquisitions

and Disposals
Committee

Up lo but no!
exceeding

R7GCm
Board

Acquisitions
and 0 reposals

Committee
Up lo bul no!

FxceediTg
R700m

Board

Exceeding
R/OOm

Board

Exceed rg
R700m

The above amounts refe: lo net took value and are z cumulative annual limit. Write-offs above R10m and above R50rr.

in t ie case of TFR must be reported to Tratsnet CAPIC/GCFO quarterly.

51.5 Asset write-of f/ScrappingJDemolition of Immovable Assets (excluding land) e.g. buildings, structures

Approval
Authority -—

Operate
Divisions

Approval
Authority •

SpeciaUl
Units

OD Exco/CE
excluding TFR

Up to but nci
exceed ng

RIOm

TFR : Transnet
EKCO/CE I Capic/GCFO

Up lo but not i Up to bul rat
exceeding , e^ceedtTig

R50n R150n

Group Exco Member

Up ;o but TO: exceed ng R5m

Transnet
Capic/GCFO

UplobLirot
exceed x

R1CCm-

Group Exco/
GCE

Up to but net
exceed ng

R250m

Group
Exco'GCE

Up to W. not
exceeding

R250m

Board
Acquisitions

and Disposals
Committee
Up lo bul not

excesdino
RSOCtn"
Board

Acquisitions
and Disposals

Committee
Up lo but net
exceedir>g

R30Cm

Board*

Exceed' ng
R300m

Board'

Exceedirg
RjOOm

'Refer to Materiality and Stgnifcance rrmerMA If Hie set limrt (cjrrenBy RZ500m) Is exceeded nee \!fe Board lo
consider and recenmend lo SWho!der Minister for apprc/sl

The above amounts refer Lo an estimated market value at thai point in time and are a cumulaLve anrual limit
Write-offs below R10m a->d below R50m n ihe case of TFR must be reported to Transne! CAPIC/GCFO quarterly

6-1.6 Disposal of Movable Assets (excluding sale of scrap}

Approval
Authority -••

Operating
Divisions

Approval
Authority —

Specialist

OD EXCO/CE'

UpSobjlnol
exceeding R50m

Group Exco
Mflmber

Up to but rwl
exceeding R5m

Transnet
Capic/GCFO

Up to but no)
exceeding RICOm

Trarsnet
CapIcTGCFO

Up to bul not
excesoV-g R10Dm

Group Exco/GCE

Up to bul not
exceed ing R250m

Group Exco/GCE

Up to but not
exceeding R250m

Board Acquisitions
and Disposals

Committee

Up ;o but n<K
exceed rg R7C0n

Board Acquisitions
and Disposals

Committee

Up lo bul not
exceedng R7CCm

EjtceetSng
R7Mm

Board#

Exceeding
R700m

Wejatcn of Authority Framework - effecL'va 1 Hay Z012 Paged
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'The above amounts refer to an estimated market value ar,d are sub,ect to a cumulalive annual limH of R200m For
sale of scrap p'ease refer to 5.5.1
#Rs!e>" to Materiality and Significance Framework. I; he ssl tmil (currency R2500m) is exceeded then the Board lo
constfe- and recommend lo Shareholder Minister for epprovsJ

5.1.7 Pdanagement's Intervention in addressing non-compliance with the regard to the approval of capital projects

Approval Authority-*
Oper^l rq Dr/'sicns
Approval Authority--

Ssedslis! Units

ODCE
Nil

Croup Exec Member
Nil

GCFO
Nil

GCFO

GCE
UrdimHed

GCE
Unlimited

Togelner with the applicator) for approval of ncn-compfence, the requestor musi advise on !he steps/corrective
measures taken to avoid a repeal oJ the transgression.
If the approval ol non-compliance results in the annual divisional b jdgst being exceeded, then the request musi be
submitted to Transnet CAPIC for approval (refer lo 5.1 A).

5.1.6 Alienation/acquisition of Immovable property (land and servitudes)

681

Approval
Authority >

Operating
Divisions

Approval
Alihority >

Specialist
Units

OD Excc'CE
excluding TFR

Up to but ool
exceeding RIOrr

TFR
ExcofCE

Up to bu1. no'
exceeefng

RSflm "

Group Exco Member

Up Is but not exceed ng R1 m

Ifansnet
Capic/GCFO

Up lo but nol
exceeding

R200m

Transnet
Capic/GCFO

Up lo but ncl
exceetfng

R2C0n"

Group
Exco/GCE

Up lo but nol
excess ̂ 5

R350m

Group
Exco.'GCE

Uptotutncl
exceed ng

R3£0m

Board
Acquisitions and

Disposals
Committee

Up lo but nol
exceedirrf] R50Qn

Board
Acquisitions and

Disposals
Committee

Up to bu1. no1.
e,<ceed ng RSOflm

Board'

Exceeding
RSCQm

Board*

Exceeding
R53Om"

'Refer to f.ialer.a ity aad Significance Framewofk If the set limit (currently R2500m) is exceedec ihen the Board lo
consider and recommend lo Shareholder Mh'sler for approval.
Approval limits a*e per transaction aid are with reference tc market value
All transactions entered Into ir terms ol [he above must be reported tc Transnet CAPIC/GCFO
Only immovable prope-ty on tie non-cere list, may be disposed off (refer to 5.1.8.1), such disposal mayorly be done
through Uie Specialist Unit. Transne' Property.
Arncur.is indicated above exclude tie capitalisation of ocr.'owing costs

5.1 3.1 Newly identified properties to be included on the non-core list (Book value of Individual properties}

GCFO

Up to but nol ex:eetfitt) RIOOn*

GCE
L'p !o but rol exceed nq R200TI

Board

Exceed r^ R2C0rr
1 These disposals must be reported to Transit CapidGroup Exco/Transnet Beard.

-effective )MayM12 Page 9
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5.2

5.2.3

682

Treasury

Treasury Policies 8nd Strategies

Approval Authority —*•

Financial R-sk
f/anagemsn'
Ffamev;&JK

Transnet
Treasurer

Recommend

GCFO

Recommend

GCE

Recommend

Board Audit
Committee

Recommend

Board

Approve

NOTE 1: In respect ol a'l Iransaclkins se: oui in pa-agraphs 5.2.1 !o and including 5.2.10, the necessary egal
advice mjst be oblsinec wtiere app'icsble ar.d persons executing such tensacfons must comply ful.y
with the applicacte Enterprise Risk Management Frsmswork and any revised rmits determined in terms
of sjch framework and the provisions of the PFf-M and, when in doubt, persons must consul: the
"reasury Ccmpliar.ee Office's and Transnet Finance or Transnel Legal Services.

NOTE 2; Only app'oved financial instruments as approved h terms of Ihe applicable Treasury Financai Risk
Management Framework approved by the Board and subject to sucn limits determined in accordance
with such frarr.ewcrk may be utiteed in the Treasury operations.

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

Approval Authority —•

Operating Divisions

Speda5sl Unils

Deputy Treasurer:
Bach Office

Up lo bul not
exceeding R5m

Up to but no:
exceeding R2m

Transnet Treasurer

Up to but no! exceeding
R10m

Up to but not exceeding
R10m

GCFO

Up to but net
exceed ng R20m

Up to but not
exceeding R2flm

GCE

Exceeding R2Dm

Exceeding R2Qm

All breaches of Ihe above limits to be reported to the Board Audif Convnittse
External debl write-off on financial msl/uments due to counter-party liquidation may only be approved by the GCE.

5.2.2 Maximum annual loss on all market-making activities (Realised and unrealised) including repo facilities

Approval
Authority ~>

G'Oiip

Traders and
Chief Trader

Up to cut net
exceeding Rim

Deputy
Treasurer: Front

Office
Up lo but not
exceeding R1,5m

Transnet
Treasurer

Up to but not
exceeding
R25m

GCFO

Up to but no!
exceed jig R5m

GCE

Exceeding HSr

All breaches of the above limits lo be repcrtec tc the Board Ajdil Committee-
Note: The above Emits are aggregate desk limits

Market-making: Net nominal open position on the market-making desk (long or short) expressed in terms of a
Transnet TN27 Bond (Only in extreme market conditions when positions from Market Making Panel cannot be
accommodated in the repo portfolio)

Approval
Authority
—•

Group

Traders and Chief
Trader

Up to but not
exceeding R10m

Deputy
Treasurer: Front

Office
Up to but not
exceeding RJ5m

Transnet
Treasurer

Up to but not
exceeding R25m

GCFO

Up to but not
exceeding RSOrr.

GCE

Exceeding
R5Cm

All breaches of fre above limits lo be reported to tne Boa'd Audif Committee.

fXe^aicn of Authcr'tyFramwrert-effective 1 Way 2012 Page 10
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5.2.4 Market-making - Spot transactions (Expressed in nominal terms)

Approval
Authority->•

Group

Traders

Up to but not
exceeding
R75m

Chief Trader

Up to bul nol
exceed ng
RtOOrn

Deputy
Treasurer:
Front Office

Up to but net
exceed ng
R2O0m

Transnet
Treasurer

Up to but net
exceeding
R250rn

GCFO

Up to but
not
exceedinc
R750m "

GCE

Exceeding
R753rrt

All breaches ol the above limits to be reported lo the Board Audit CcmmiUee.
Appwa limits are per transaclcrtfevent and excludes bead aucfrms

5.2.5 Buy and sellback transactions (Expressed In nominal terms)

Approval
Authority
—i

G'OLp

Duration
Limit

Traders

Up lo but not
exceed ng
R250m

2 weeks

Chief Trader

Up to but net
exceeding
R500m

3 weeks

Deputy
Treasurer:
Front Oflice

Up to but not
exceeding
R750m

Imcnlh

Transnet
Treasurer

Up to but not
exceed rig
R1000m

1mon!h

GCFO

Up to but net
exceeding
R150Qm

2 months

GCE

Exceed ng
R150Cm

greater than
2 months

AI breaches of tfta abave limits (amount or tenure) to be leporlcd to the Board Audit Committee
Approval limils a/e per transaction/event

5.2.6 Foreign Exchange Transactions (operational, expressed In USD equivalent)

Approval
Authority
—*

Group

Traders

Up to bul not
exceeding an
aggregate
equivalent of
$10mperday
(desk total)

Chief Trader

Up to but not
exceeding en
aggregate
equivalent of
$20mperday
(desk toial)

Deputy
Treasurer:
Front Office

Up to but not
exceeding an
aggregate
equivalent of
$^0m per day
(desk total)

Trans net
Treasurer

Up to bul not
exceeding an
aggregate of
$100m per
day (desk
total}

GCFO

Up to but
nol
exceeding a
daily
equivalent
ofS200m
(desktotaJ)

GCE

Exceed;ng a
daily
equiva'ent of
S20Cm (desk
tola)

A3 breaches of the above limits to be reported to the Board Audit Committee
Note: Ir rasped of FX hedging transactions that were previously approved as per paragraphs 5.2.7 and 5 2.8, the
above approvals will be applicable to accommodate the exlcnsicn of FX hedges.

5.2.7 Foreign Exchange Hedging Transactions (operational, expressed in USD equivalent)

Approval
Authority - •

Group

Tenure

Transnet Treasurer

Projects not exceeding $50m

Not exceeding 12 Months

GCFO

Projects not exceeding $i00m

Net exceeding 3 years

GCE

Projects exceeding S100m

Exceeding 3 years

All breaches of the above linits (amount or tenue) to be reported b the Board Audit Committee.
Note: Where no specific limit is mentioned, the FRMF policy on foreign exchange risk wili apply.
The above project limils are appFcaWe per Tedging submission.

Oefegafion of Aaflofity Framework - cffKtive 1 May 2C12 Page l l
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5.2.8 Foreign Exchange Hedging Transactions (CAPEX and FX loans, expressed in USD equivalent)

5.2.9

Approval
Authority ~*

Group
Tenure

Trartsnet Treasurer

Projects no! exceeding $5Gm
Not exceeding 18 months

GCFO/Finco

Projects no! exceeding $100m
Not exceeding 5 years

GCE/Group Exco

Project exceeding S100m
Exceeding 5 years

All breaches of the above limits to be reported to the Beard Audit Ccrrmiitee.
Note. Where no specific limit is mentioned, the FRMF policy on foreign exchange rate risk vM apply.
The above project limits are applicable per hedging submission.

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

Approval
Authority -»

GfGUp

Traders

Not exceeding
SiOm

Chief Trader

Mot exceeding
$20m

Deputy
Treasurer: Front

Office

Not exceeding
S30m

Transnet
Treasurer

Not exceeding
S50m

GCFO

Exceeding S50m

Ali breaches of U;e above limits to be reported to Ins Boa-d Audit Committee and the Board Acquisitions and Disposals
Committee for noting.

Note: The Business Units must always obtain quotes on FX fcrv/ard rates snd liaise with the Treasury Trading desk
that wi! ve'ify the rales to ensure i! is marke' re'ated. The Bts'ness Units can only enter inlo the FX badges with the
supplier once ihe rales are accspted by the Treasury Trading desk v a e mail. Once the stove approva s are obtained.
Ihe Treasury Traders will provide s g i off on the rale acceptance.
The above hmits are applicable per ag/sement.

5.2 10 Interest Rate Risk Hedging

Approval
Authority ->

Group

Tenure

Notional Amounts

Notional amounl of hedge expressed in
USD (FX loans and leases}
Notioial amounl of hedge expressed in
ZARfZAR loans and leases)

GCFO/Finco

Uplobutnotexceedrg
$25Orn
Up to but not exceeding
R2000m

Not exceeding 10 years

GCE/Group Exco

Exceeding $250m

Exceeding R2000m

Excsed;ng 10 years

All breaches of the above limits to be reported lo the Boa/d Audit Committee
No'.e: Wr-e'e no specific iimi! is meniioned, Ihe FHMF policy on interest rale r.sX v/i I apply.
The above limits are applicable per hedg'ng submission.

5 2.11 Hedging of fuel risk exposures (commodity risk)

Approval
Authority - -
Ten J re
Notional hedge
expressed in RAND

GCFO/Finco

Net exceeding 12 months

Not exceeding R5C0m

GCE/Group Exco

Exceeding 12 months

Exceeding R5G0m

All breaches of the above limits to be reported to tie Board Aud t Committee.
Note: The max mum hedge should not exceed 75% of annual bjdgeted consumption inc usive of energy levy income
The above Imits are applicable per hedging sucmiss'on
Mote. WT-e-e no specific limit is mentioned, the FRMF policy on commodity ris< wiJI apply

ulhcily ftamewcrt - etfeclr/e 1 May 2012 Page 12
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5.2.12 Granting of InterTransnet Loans (Interest-bearing only} to divisions/subsidiaries

Approval
Authority-*

Operating Divis on

Subsidiary

Deputy Treasurer:
Front Office

Up to tut not
exceeding R750m
Up to but not
exceeding RlOm

Transnet Treasurer

Up to but not exceeding
R1000m
Up to bu> not exceedng
R25m

GCFO

Up to but ncl
exceeding R2OO0m
Up to but not
exceeding R100m

GCE

Exceeding R20Q0m

Exceeding RIOCm

isse above lirrits are cumulative per finartcial year.

5213 Granting of tnterTransnet Loans (Interest-free)

Approval Authority

Operating Drvis on

GCFO

Up to but not exceeding RlOm

GCE
Exceeding R10m

The above I mils are per interTransnet loar.
Ail breaches of trra above limits to be reported to the Board Audit CamirftEee

5.2.14 Letters of Credit

Approval
Authority -»

Transrei

Deputy Treasurer:
Front Office
Up to b u! no!

exceeding RIOOm

Transnet Treasurer

Up to but not
exceeding R2CCm

GCFO

Up to but not
exceeding R3CGm

GCE

Exceeding R300m

AH breaches of the above limits to be reported to the Board Audit Committee.
Trie above I'mils are per letter ol credit.

Funding Portfolio

NOTE1: Only derivatives approved in (ems of (he applicable Financial Rs< Management F'ame'AOrk, as
approved by the Board, and subject to such lim ts determined in accordance v*itn such framework may
be utfised to hedge sny iisks

NOTE 2: Tne total nominal fLntfng arrount per financial year in respect of Bonds and any oiher funding
transactions shall be as determined pe' Board approvec/Boa'd amended Fund ng/Bcrroft/tg Plan.

NOTE 3: A Signatories mean, subject to such approvals by the Board and the Minister of Finance in terms of
section 68 cf the FFMA as may be applicable, the Treasurer and any other officer sc designated in
writing by the GCFO;

0 Signatories mean, subject to sucn spprova's by the Board snd the Minster of Fnance in terms of
section 68 of the PFMA as may be appl cable, persons so designated in writing by the Treasurer.

5.2.15 Loan/Funding documentation approvals per instrument per financial year

Approval Authority - •
Tapping of bords

Bank Loans (including overn'gnt
faalilies)
Commercial Paper

ECA supported fundirg

New bond issues (in approved
Ending p(an)
Oeveloprr.en". funding

Foreign funding
Any other source of funding not
stipulated above

Transnet Treasurer

Up to but nol
exceeding Ribn

Up to but not
exceeding R250m
-

Up to but not
exceeding R250m
-
-

GCFO
Nol exceeding R5bn

Up to bet net exceeding R2.5bn

Not exceeding R5bn

Up to but not exceeding R1bn

Up to but not exceeding R1 bn

Up to but not exceeding Ribn

Up to but not exceedinq Rlan
Up to but not exceeding R15n

GCE/GroupExco
Exceeding R5bn

Exceeding R2.5bn

Exceeding R5bn

Exceeding Ribn

Exceeding Rfbn

Exceeding R1bn

Exceedinq R1bn
Exceeding R1bn

Deiegai^n of Auftcrity Framewcrfc - effective 1 Ma-/ M12 Page 13
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The above is further subjected to the following annual aggregate limit

R5tn RIObn
Limited to tie ar.nual
Board approves

The above is subjeci to the followng:
• Be executed in accordance with the 2ppro'/ed strategy as incorporaled in the Corporate Plan (including any

amendments approved).
• Bs wilh'n thela-d down cash holdng Ijnilsof Transnef
• A3 breaches of the above l.mits to be reported to the Beard Audit Committee.

5 2.16 Signing of legally binding agreements in respect of Treasury related ach'vitias
(Including iSDA, ISMA agreements and Bank facilities)

fo r t y the GCE and/or the GCFO have authority lolign. The treasurer may'sign with a sped lied delegation.

5.2.17 Counterparty Limits: Setting of Limits

Approval Level

TRANSNET
TREASURER

Price Risk Limits < R25 m

RecomrreTdalion of 8ond
Issue and Bond Issuer
Limits
Recomrr.endaL-on of
Settlement Limits

GCFO

Price Risk Units < R2S0
m

Approval of Bond Issue
and 3ond Issuer Limils

Approval of Settlement
Limits

GCE

Price Risk Limits 5 R500

Board or Committee of the
Board

Investment Risk Limits

Price Rsk Limits >R500m

All investment risk limits and price risk limits above R5G0m fo be approved by Ihe Board Audi: Committee.
Note: Where nc specific limit Is mentioned, the FRMF policy on Counter Part/ Risk will eppiy.
Note: A portion of Ine approved investmenl risk Bmit may be utilised for price risk purposes as long as the sjm of the

two stays within the overall Board Audi! Committee approved ris* limit.

5.218 Appointment of Commercial Bankers and the Opening of Bank Accounts

AIIOD/SU

Process to follow

Transnet Treasurer

Recommendation to open bank acxounls
and the appom'jnenl of bankers

GCFO
Approval of new bank accounts and the
appointment of bankers and the approval of si
documentation relating to such accounts
including electronic banking documentation.

There is no deiegaSon tc any OD/SJ to appoint commercial bankers o- to open bank
accounts, domest-caily or internationally; oniy t ie GCFO may nake such appointments.

5.2 19 Establishing financial policy with regard to insurance

Authority Leve! T GCFQ after consulting with Chief Risk Officer
Board Risk Committee to approve,

5.2 2C Authorisation of cheque signatories, Test keys and EFT's

Signing Cheques
Signing Test keys for paying/receiving
Electronic transfer of (unds

Two A s'gratories or one A and one 8 signatory
Two A s.c^atories w one A and one B signatory
Two A s.gnatories or one A and one B signatory

Delegate olflmtontyFrarreftwk-effective 1 May 2012 Page 14
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5.2.21 Payment instructions and confirmation notes

Signing payment inslruclons/ receipts' settlement
instructions:
Signing confirmation no'es in respect of approved
financal trar-saclioris executed

Two A skjnatcres or one A and one B signatory

One A signatory

5.2 22 Approval of Annual Borrowing Plan

Group
Board

Approve the annual borrowing plan for execution by Treasury
Annual borrow ng plan to be recommended by the Treasurer. GCFO and ine Board Audi; Committee for apprcva' by
the Board.

5.2-23 Authorisation to enter into binding transactions

G-oup

TRANSNETTREASURER
Aufocrise Treasury employees to enter into b'fid'ng financial
transactions cr. behalf of Ins Transret

5 2.24 Issuing of Guarantees (subject to requirements of section 66 of the PFMA)

Transnet

Transnet Treasurer
Up to but not exceeding
R25m

GCFO
Uptofculnotexceed'rg
R50m

GCE

ExceediTg R5C.fr

Board
Exceeding RiOOm aggregate
per financial year

AH breaches of Ire above limils to be reported to the Board Audit Committee
Board approva' is required fcr Ine granting by -he Company of any guarantees exceeding an aggregals limit o' RIOOrr
per financial ysa' (sect on 66(3} of the PFMA)

6.2.25 Issuing Letters of Support

Group

I Board
Only the eoard of Erectors have authority lo issue tellers of suppcrt

5 2.26 Issuing of security per transaction (subject to section 66 of the PFMA}

Group

Transnet
Treasurer

Up to buS net
exceedrg R250r,

GCFO

Up lo but not exceeding
R500rn

GCE

Up to b Jt not
exceeding R1C00m

Board

Exceed,rtg RIOOOfn

The above lim ts are per transaction All breaches ol the above lim t» to be repcrled to the Board Audit Ccmmit!es

687
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5.3 Finance

5.3.1 Bad Debt Write-off

Trade Debtors

?*••

Approval
Authority —
Operating
Divisions

Approval
Authority—*

Specialist
Uniis

ODExco/CE'
excluding TFR
Up to but ncl
exceed ng
RIOm

TFRExco/CE

Up to but not
exceEdirtg
R20.li

Group Exco Member

Up lo but no! exceeding
R5m

GCFO

Up to but not
exceeding
R'OOm

Transrtet
Capic/GCFO
Up to but ncl
exceed ng
fi100m

Group Exco/
GCE

Up to but not
exceeding
R250m
Group Exco/

GCE
Up to bui ml
exceetfng
R25Cm

Board Audit
Committee

Up lo but not
exceeding
R500m
Board Audit
Committee

Up to fcui not
exceed'ng
R50Gm

Board

Excescfng
RSOCm

Board*

Exceeding
R5O0m

'Approval I mis a/eR1QmandR20rn for TFR per trsnsacticn subject to an annual cumulative liTit of R50m and Ri
fc' TFR Spsc;a'ist unit limit is R5rn emulative per annum.

5 3 2 Setting of limits for credit facilities (Trade debtors)

Approval
Authority -»

Operating
Di visions

Specta'ist
Units

Divisional CFO

Up to but not exceeding
R1Crr

Up to but not exceeding
R5m

OD Exco/CE*
^excluding TFR
Up to but not
exceed ng
R20m
Up to but not
exceeding
RIOm

TFRCE

Up lo but no!
exceeding
Ri50m

GCFO

Up to but net
exceeding
R300m
Up to but not
exceeding
FOOOm

GCE

Exceeding
R300m

Exceeding
R30Qm

Board Audit Committee to recommend aporova! of annual credil I i r t for wo'king capital.
Limits are per individual customsr/cienl. Credit limits a-e lo ce reviewed on an annual bass. The rmits are applicable
subject to (he division (oltov; ng the credit evaluaton process

5.3.3 Issuing of Credit notes

Approval
Authority ->
Operating
Divisions
Specialist
Units

Divisional CFO

Up to but rot
exceeding RIOm

Up to but no'
exceeding R5m

OD Exco'

Up to but ret
exceeding R20m

Up to bill not
exceeding R10m

GCFO

Up lota! not exceed ng
R3CCm

GCE

Exceed ngR300m

Up to but not exceeding _ ,. „ „ , .
R3Q0m . Exceed..^ R300m

Limits are per individual credil role and relates to exlema! parties Issuing of credit notes rega-dinc. intemal/interdvislonal
Iransaclions may ce v/i!n.n the con^ol of the divisional CFOs.
' Excljdes the prcducl rsconcifiaticr process al Trarsnet Pipe-ines where Ihe Divisonal CFO ana Dvsional COO
approve transactions arising out of the product reconciliation process.

5 3 4 Exceeding the operational expenditure budget in total for the year (Operating Divisions/Specialist Units)

Tne 3oard of Director to be informed a? every meeting of the financial status and latest estimates of the Company

Approval Authority--

Operating Div'S ons

Specialist Units

ODCE

Up to but not
exceedirvg 5% of
approved budge!
Up to but not
exceeding 5% of
approved fcwdqet

GCFO

Up to but rol exceeding
7.5% of approved
budget
Up to but not exceed ng
7.5% of approved
budget

GCE

Exceeding 7.5% of
app/oved budget to a
maximum of 10%
Exceeding 7.5% ol
approved budget lo a
maximum of 10%

Board

>10%

>10%

-effective IMayW12 Page 16
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Delegations for operational transactions that are too detailed to include in the Transnet Delegations of Authority
Framework will be determined and applied in terms of the details set out fay the CE in conjunction with the CFO
of the respective ODfSU.

5.4 Procurement

AI procurement transactions (including reverse logistics - selling of goods) must fu3y comply with he approved Trgnsnst
Procurement PoFcy and Procurement Procedures Manual (PPM), 35 wsl as the Transne- Captal Projects Conslruction
Procurement Pol'cy, Processes, Procedures and Methods (CPPPPM) where applicable - Any commercial agreement (for
In9 purchase o'. goods cr services) must be signed off by an authorized empto/ee of Supply Chain Management
(Procurement) prior to signing cf the ccnfracl to ind.cate thai a!! ths steps as per clause 5.5 below have been followed
and that air prccurement re'ated governance has been adhered to

5A1 Appointment ol Consultants

Approval
Authority ->

Ope rat ng
Divisions

Approval
Authority ->

Specalisl
Urits

ODCE

Up to but rot
exceeding
R25m

Group Exco
Members

R10m

GCFO

Up !o bu! not
exceeding R50m

GCFO

Up (o but not
exceeding R=0m

Group Exec/
GCE

Up to but not
exceeding R200m

GCE

Up !o but not
exceeding R200m

Board
Acquisitions

and Disposals
Committee

Up to but not
exceeding
R300m

Board
Acquisitions
and Disposals

Committee
Up to but not
exceeding
R300m

Board

Exceeding
R300m

Board

Exceeding
R300m

Approval I mils 3'e cumu al ve per annum. Excludes appofotocen; ol consultants to perform feasibility studies for capital
projects.

5.4 2 Approval to approach ihB market for Open Tenders

Approval
Authority -+

Operatirg
Divisions

OD CE and
TCPGE

Up to bul not
exceedirg
R450rr

GCSCO

Up to but no!
exceeding
R525m

GCFO

Uptcbulrcl
e^^eeding
R600m

GCE

Up to but
rol
exceedinc
R7£0m

Board
Acquisitions
and Disposals

Committee

Up to but not
exceeding
R1500m

Board

Exceeding
R1500m

The OD CE may onr/ delegate these powers to go to market with Open Tenders to Heads ol Prccurement The
Requisition (or Request lo Purchase) issued to Procurement must be approved by the ODs Budget Owner orh's duly
authorized delegate Such approved requisiton or Request to Purchase v.il! signify thai the acquisition has been
approved and that the necessary funds are available
Submissions requ ring approval of the GCSCO cr h gher nus- a so hclude a procurement stralegy document, signed off
by the person wih the de ega'ed autr-o-ity

Approval
Authority —*

Specialist
Units

Specialist Unit
HOD

(budget owner)

Up lo but net
exceeding

R75m

GCSCO

Up lo but not
exceeding

R525m

GCFO

Up to but not
exceeding

R600m

GCE

Up lo t u
rot

exceeding
R750m

Board
Acquisitions - .

and Disposals B o a r d

Committee

Up to but not
exceeding
R1500m

Exceed ng
R1500m

orrly FramewoA - elfccfive 1 Ma/ 2012 Page 17
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U The Requisit on (c.r Request lo Purchase) issued to Procuremen: must be approved by the Spssialisl Unit's HOO or his
duly Etthorsed telegafe Such approved requisition or Request to Purchase wiH sigrHy thai the scqu'-siton has been
approved srd tna! Ife necessary funds are available.
Submissions requiring approval of the GCSCO or higher must a'so include a procurement strategy document, signed ofi
by the person with the delsga-ed authority.

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

Approval
Authority
—t

Operating
Divisions

Approval
Authority

Specialist
Units

ODCEandTCP
GE

Nil

Group Exco
Members

Nil

GCSCO

Nl

GCSCO

Ni;

GCFO

Nil

GCFO

Nil

GCE

Up to but rot
exceeding
R250m

GCE

Up to bu'. not
exceedno
R250m "

Board
Acquisitions
and Disposals

Committee
Up lo but not
exceeding
R1G00m

Board
Acquisitions
and Disposals

Committee
Up lo but no!
exceeding
R1Q0Om

Board

Exceeding
RIOCCm

Board

Exceeding
R1003m

The limits a-e per transactfon'ccnfinemeril. AI requests for approval of ccnfnements mus! be made by Ihe 00 CE/Group
Exco Member to the GCE. The CO Speci2lisl Uni; shall prepare the subnission In co laboration wit> Trarsnel integrated
supply cha n management (iSCM) to ensure Lhat the rules for confirement are meL
fn instances vyfiere confinement is confidential the GCE may approve such confinement v.ilhoul Ihe confinemenl request
being roUad via any other authority.

5.4.4. Management's intervention to address non-compliance with procurement policies and procedures

Approval
Authority
—r

Opera Bng
Oivis'ons

Approval
Authority

SU

ODCEandTCP
GE

Nil

Group Exco
Members

Nil

GCFO

Nil

GCFO

Nil

GCE

Uptobutnol
exceeding R50m

GCE

Up to but not
exceeding R50m

Board
Acquisitions and

Disposals
Committee

Up to bul no!
exceeding R1000m

Board
Acquisitions and

Disposals
Committee

Up to but not
exceeding RiOCCrr.

Board

1
Exceeding
RiOOOm

Board

Exceeding
RIOCOm

Ail requests fcr approval of non-comptance rr ĵst be made by the 00 CE/Group Exco member lo the GCE. The
OQ/Scec'a!-st Unit shall prepare the submission in collaboration with Tr2rsnet iSCM to ensure that Ihe rules for
corfiramen; are mel.

5 £.5 Establishing Procurement policy (opex, capex and disposals)

Authority Level \ Board Acquisitions and Disposals Commitlse

May 201?
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-•*?•
5.5 Contracts/Agreements

NOTE1: Any person who has been authorised to execute any legal dccuTents including deeds, leases,
assignments, contracts, applfcalons, financial instruments, external submission^ to or en beiaif of
Transnet andtor its OD cr any other legal documents may only do so wilh the prior 2dvce of the
relevant Legal Serv'ces department as set out ir. t ie Transne: Legal Policy.

NOTE 2: Unless otherwise indicated in the authoril es fcekw!, the authority to execute a contract cr other
tind-'mj documenl carries wilh it like ajthonty to cancel cr modify il, but only w.tfi the prior written
ad/ice of the relevant Legal Services deparl-nenl as set oul in the Transnel Legal Polcy and if it
relates to Procurement Contracts, the approval of the relevant Acquisition Councl (as per the
Procurement Procedures Manual - PPM).

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

NOTE 4: Approval limits are per transaction/contract

NOTE 5: The authority to execute a contract o- other bind ng document carries wilh It tne undcstandinc, that
an authorized payrent required thereby vvll be made once proof of recept has been obtaJned No
person is authorised to ocligale the company to an amount greater tnan such payment or create more
cnercus cbl gallons than those contaned in the contract or other binding cccurnenL Increases to the
original scope of the binding document mist be supported by authorised amendment

NOTE 6: In terms of the PPM all amendments to contracts must be approved by tne Manager (i.e. a person
with the relevant delegated pewsrs) who org na'ly signed Ihe initial conl'acl as wel ES by he re'evant
Acquisition Comci1 where the amendment exceeds 10% of the original conlraci va'ue.
For highe' value contracts (i.e these signed by Ihe operating divisicn's CE, the GCFO c GCE), it is
advisabe to obtan a v/rillen mandate from that ol'ca! empower ng a delegate to admh;ste' such
contract and Id effect changes lo such contract nol exceeding 10% ol ihe initially approved contract
valje

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

Approval
Authority
—1

Operating
(Divisions

Approval
Authority

Spec'a'-st
units
excluding
TCP

ODCEandTCPGE

Up to buf net exceeding
R450m

Specialist
UnitCE

Up to but rot
exceeding
R5m subjecl
to the contract
period not
exceeding 5
years

Group
Exco

members

Up to but
not
exceedirg
R30m

Transnet
Chief

Supply
Chain
Officer

Up to but
not
exceeding
R525n

Transnet
Chief

Supply
Chain
Officer

Up to but
not
exceedng
R525m.

GCFO

Up to but
not
exceeding
R60Om

GCFO

Up to but
not
exceed ng
R6C0m

GCE

"Upto~bu!
not
exceeding
R750m

GCE

Up to but
not
exceedirg
R750TT,

Board
Acquisition*

and
Disposals
Committee

Up io but not
exceeding
R150Cm

Board
Acquisitions

and
Disposals
Committee

Up to but not
exceeding
RiSOOm

Board

Exceed;rg
R1500m

Board

Exceed aig
R150Om

Values are per contract for the full term ol Ihe contract {Tota- value of contract excluding VAT) on condition that
approval has been obtained for tne related expenditure over (he period. Please refer to the conditions stipulated below.

Ce'egalicr. of AulhcfivV Framewoct - elective 1 Hay 20'2 Page 19
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. _, s" Once the dscision to contract has been issued, contract execution will be governed by the Operating
D visions, including Ihe payment process provided lhat the contract amount is not exceeded.

5 5.1.1 Contracts > R450m, including Transnet's top 60% value opex items and capex contracts

Prior to entering into a high value (greater than FM50ri} / h ghly complex contract (especially for Transi t 's top 60%
value opex items as deal with by Transnel iSCM Strategic Sou-rang conmodity teams), any authorised official must
firs! liaise v.ilh a multi-disciplinary team ol experts at Transne' Corporate Office, who should each sign off on the
fcl owns parts of any agrsemen^contract or o.ner binding document

• Grcup Legal • entire document
• Transnel GCFO to sign-off afler sign-off from Ihe finance departments (Group Flnance/Repcrtirg, Financial

Planning TEX and Treasury)
• Contracts :ess than R45Om wilh'n the ODs limit ol authority, require a similar process as set out above to be

fof owed by the relevant OD.

5.5 1.3 International Contracts/Agreements (all contracts)

• Approval to enter Ir 'o an agreemenlAxmlract or ether binding document involving foreign currency exposure
(ncludrg Internationa! agreements] may not be sub-delegated lower than to the Chief Procurement Officer
(CPO) of an OD Approval of the divisional CFO is required to enter hlo the contracts thai m2/ result in foreign
currency exposure.

• The duly authorised official mus! obtain prior v.ri'Ien approval in rescect ol FX agreements above R50m from
Group Legal, Group Treasury, Grojp Tax and Group Reporting, both where the contract will be concluded in
foreign currency and especially in such cases where foreign contracts v.ill ce concluded in South Af-ican Rand, as
this may expose Transr.et to 2n embedded derivative. All FX agreements above R100m must apart torn the
above also obtain written approval frcrr, the GCFO.

5.5.2 Enter into and Signing of Revenue Contracts/Agreements: (excluding lease contracts and the sale of scrap)

Approval
Authority
•-»

Operating
Divisons

Approval
Authority

Speoafist
m i s

ODCE
Limit per Annum

per contract up to
but not exceeding

5 years

Up to ou; not
exHStfing RXOn

Specialist Unit CE
Limit per Annum

per contract up to
but not exceeding

5 years

Up !o but not
ex ceding R'Cm

GCFO
Limit per Annum per

contract up to but not
exceeding

5 years

'i

Up to bt\ noi exzeeAng
R500m

GCFO
Limit per Annum per
contract up to but not

exceeding
5 years

Up \z but no! exceed ng
R500rr

GCE
Limit per Annum
per contract up

to but not
exceeding

5 years

Up to but oo?
exceeding
RtGOOn

GCE
Limit per Annum
per ccntract up

to but not
exceeding

5 yoars

Uptobulnot
exceeding
RIOGCm

Board
Acquisitions and

Disposals
Committee

Limit per Annum
per contract and

contracts
Bxceedmg

5 yean
UplobulrKM
exceeding
R3C00rr

Board
Acquisitions and

Disposals
Com mitt Be

Limit per Annum
par contract and

contracts
exceeding

S years
Up to but nof
exceeding
R3C00m"

Board
Umit per Annum per

contract and
contracts exceeding

5 years

Exceeding R30GQrr

Board
Limit per Annum per

contract and
contracts exceeding

5ye&s

Exceeding R30C0m

Transnet integrated customer agreements where a service Incorporates more than one division must fce s.gned off
by the GCFO and Ihe Group Executive: Commercial in addition lo sign off by t i e 0 0 CE's up lo but not exceeding
revenue of R500m per annum not exceeding 5 years
If Ihe contract period is be!ow 12 months the contact value is to be annuatzed and the delegated authority
required to approve Ihe transacton wil be determined by the arnjalized amount
Ail fimits Indicated above are exclusive o' VAT
Board app-ova! is required if ANY one of Ihe folrow;ng fmils are exceeded.

effective I May 2012 ™
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o The cof)fr3c! period exceeds 5 yesrs
a The cTfiual value of the centred exceeds R30CCm
o The tctel value of the contract over ths contact life exceeds RISOOOm.

5 5 3 Internal Contracts

Contracts between dfyisiens such as service level ag/e&nenls and projec: specific agreements may be entered mto

between OD CE's.

5 5.4 Property and Lease Agreements

A.I external Property Lease Agreements {exclud r.g vaca.it land) as wel. as olhsr expenditure teases

Approval
Authority —>

Operating
Divisions

Approval
Authority -•

Property

ODCEandTCPGE

Up to but not
exceeding R15m
annuaiised
Tenure not
exceeding 5 years

ODCE

Up to but not
exceeding R10m
annuaiised
Tenure nol exceeding
3 years

GCFO

Up to but not
exceeding R200m
fufl lenr.
Tenure not
exceeding 10 yea's

GCFO

Up lo tut not
exceed ng R200m
full term
Tenure not
exceeding 10 years

GCE

Up to but not
exceeding R5QGm full
term
Ter.ure not exceeding
15 years

GCE

Up lo but not
exceeding R500m full
term
Tenure no! exceeding
15 yea's

Board Acquisitions I
and Disposals

Committee

Exceed ng RSQOm fu I
tern

Tenure exceeding
15 years

Board Acquisitions
and Disposals

Committee

Exceeding R500mfu I
ferm

Tenure exceeding
15 years

Tenders thai incfude aliens Jon1e3Sirg cut ol land for a pericd longer lhan 5 years must bo submitted to (ha GCE
for approva prior to co'ng cjt en tender cr RFP.
All external Lease Agree-neits {> 5 years) of ptopertes ori land/properties adjacent to other land/prapertes of
ODs and/or belonging to Transnet Property, mus'. t e communicaied and agreed with the relevant
diviskmATransne! Property before entering into any Lease Agreements
All leases fcr vacant lane may oriy be approved by the GCE v.ilti the abo'-'e limits for the GCE applicable i.e. if the
lease value exceeds R500m or the tenure exceeds 15 years then Board Acquisitions and Disposals Ccrnm ttse
approval is required. For the purposes cf this transaction vacant l3nd is cons dered lo be undeveloped land.
Inlerdiv sionsl leases for vacant land may be entered into and signed by the respective
OD CEs/GE: TCP/Specialist Un ICE
Special Delegation to spp y to ihe CE of TNPA in compliance with Ihe Ports Act.
Internal leases bet'ween Transnet Property and OD^SU may he sigred by the Cts cf the respective OOs/SUs

- eteirve 1 May 2012 Page 21
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5.6 Legal Services

NOTE: The provision of legal services mus! be in accordance w Ih the Transnet Lega' Policy. In respect of a'l legation
the bearer of Ihe authority may, after tauig legal advce from Transret, execute all documents and do all
things necessary to give effect to his/her aulhorisation.

5.6.1 Commencing or settling any litigation, arbitration

562

563

Approval
Authority ->

Operating
Divisions

Approval
Authority ~»

Transit
Property

Divisional Head:
Legal and Risk

Up to but not
exceeding R2m

OD CE and
GE:TCP

Up b but not
exceeding R35rr:
vWth concurrence ol
GE: Corporate
Services

oDce

Up to but net exceeding R1m

GE: Corporate
Services

Up [o bul not
exceeding
R50m

GE: Corporate
Services

Up to but not
exceeding
R50m

GCFO

Up to but no;
exceed'ngRIGOm
with cono.rrsncs
olGE: Corporate
Sen/ces

GCFO

Up to but no!
exceed ngRlCOm
with concurrence
ofGE Ccrporare
Serv'ces

GCE

Exceed ng
R100m

GCE

Exceeding
RiOOnWth
conarr~nce
ofGE
Corporate
Serv'ces

Approval limits ere per litigation mailer and re;ate to line settlement amount of that particular matter
Commencement may be effected by an ajlhorissd person from the tega1 function

Any disputes with government enlities or v/here the outcome of any litigation.
arbitralior or s:mi'ar proceedings is likely to have s material effget on the business.
finsneia condition or prospects of the Company

Board of Directors

Defending, subject to paragraph 5.61 above and Transnet Lega Policy, any
litigation (actions cr applications) In court cr any other competent forum

GE: Corporate Services/
ODCE

5-6.4 Subject to the Transnet Legal Policy, the appointment of external advisors attorneys, advocates and any other
external legal advisors

Approval
Authority -»
OPERATING
DIVISION

Specialist
Units CEs and
Heads cf Legal

00 CE

Up lo but not exceeding
R1Cm
Specialist Units CEs
and Heads of Legal

Us to but not exceeding
R5rr-

GE: Corporate Services

Up to but ret exceeding R50m

GE: Corporate Services

Up lo but not exceeding R50-n

GCE

Exceeding R50m

GCE

Exceeding R5Cn

-effective 1 May 201? Page 22
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57 Human Resources

INTRODUCTION
The Defsgatron of Authority for Human Resources provid2s fo' controls and good goveTiance in the following areas
* Organisation Management

Pe.-sor-neiAppon [merits and RerruneraBon
> Appointment of Fixed Term Control Employees

Interim / Ac-hoc Ftemuneration Adjustments
Rewards /Awards / Excepticra1 Payments / Ex-grstia Awards
Suspension of Employees
Dismissal of Employees
Mutual Separation Agreements

<• Col'ecti'/e eargainirjg and Trade Union Recogrji'on
Dev.aiion from app-oved Human Resources Polic'es

PRINCIPLES
1. Any approval in Hie Human Resources environment must be octa-ned fro™ a manager v.ho is at least two

hierarchical reporting Igve's higher than the employee for whom authorization is required.
2. When sct;ng in a higher capacity, decision for own portfolio c department Ihst v/ill ordinarily be recommended by

the acting incumbent must be referred to one levo! higher.
3 Where an incumbent acts for a period of longer than three months, [he full powers ol rielegaiior) of the post on in

which the person is acting, may be transferred to the as'ing ircumtenl.
4. Each OD may implement stricter delegations and increase the level of authority above tnose set out in Ihe

doajment Any s'.ch criange must bs in writing.
5. Board approva! is required for the appointment and remuneration of the TrariSiet GCE ana GC?0
6. Tne Remuneration end HR Committee (REMHRCO) provdes final approval for the annual re-A-ard ale-cation

including tile salary mandate.
7. The REMHRCO provides final approval for the remuneration packages for Group Exco
8. Al matters relaliog tc (he position of the GCE aid GCFO are reser.'ed for the Board ard Sharehokier M nster in

I'ne with the Company's governing legislation and mandates

ABBREVIATIONS

The abbrevations used in the H-jman Resources Delegation of Aj'horily are se! out in the table below

FA [ Final Approval
FACC I Final Approval for Corporals Centre
R_ [ Recommendation
A | Has provided advice
N ! Noting
GE: HR | Group Executive: Human Resources
Ct, GE Chief Executive of OD cr relevant Group Executive of Corporate Staff Department
GW: Pf;l : General Wsnager People Management i i Transne' HR
GM ER General Manager Employee Relations ir Trarssnet HR
00 HR GM General Maiager Human Resc-ur^s at ^e Operating D>v'sion
LM GM Line Management - General Manager

f Aulhorfty Framev«« - effective 7 Hay 2012 Page 23
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TTS table be!aw sets out [he deegalion framework for Human Resources"I
-4

V

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

• No permanent or fixed Semi contact position can be created or the grade leve' changed unless the approved
Organisation Management governance was followed In respect of the evaluated of positions and relocation of
grade levels.

HUMAN RESOURCES

1 1 G,'GiJpExcQ{Alevsl)

1.2 General Manages {5 fcr.el)

1.3 Execute Managers (C level)

1.4 Senior Managsneni (level 0)
am) Sefcv/

REMHRCO

FA

GCE

R

FA

GE:HR

R

A

ODCE/
Group

Exacutive

R

FA

0 0 HR
GM

R

FA

GM:
PH

R

R

R

FA;CC

LM:GM

R

r.

2 Personnel Appointments and Remuneration

• The Remuna'a'jon and Humsn Resources Commute
approves itie remuneration of Group Exco Members.

• The appointmenl and ranunsrat'on ot all managsmer
Guideines and Sa:ary Banes issued by the Group Rem
take into account the occupat onal specific categories

• Fcr managers in levels A end B be Group Remurera
bands based on market informalion and internal par
package will be in terms of the delegations below.

• Each. 0 0 wll apply the Guidelines and Salary Ba
management employees in leve's C and bslcw. Appro
be in terms of the delegations celov/.

• • After salary adjustmen-s and before a mar-dale is so
Office wil conduct s comparative analysis of salaries

1 Bands of managers [or the new financial year. Affo
inform these guidelines.

HUMAN RESOURCES

2 1 Group Exco (A level)

2.2 Ge"era Managers(8(eve)
2.3 Executive Manners (C level)

2.4 Senior Manager-sent (0 iewl and fcekjv;)

REKHRCO

M

e reviews the GCE's assessment of performance end

t (eve. employees (levels A lo F) \vtf be guided by the
uneration Office. These Guidelines and Salary Bands will

iion Office w'll recommend the appropriate remuneration
ly. Approval of !he final appoinlment and remureration

nds when appointing and slrixlurirg the packages of
;a! of the final appointment and remuneration package v/ill

jght for the next financial year, Ihs Group Remuneration
across ODs to intern the Group Gdidelres and 5a!ary

dabi'ity and the need for infernal and external pally will

GCE

*FA
FA

GE:HR

R
R
A

ODCEJ
Group

Executive

R
FA

00 HR
GM

R
FA

GM:
PM

R
R

R

FA.CC

LM:
GM

R
R

1^. . . ^ ,JZ ^ n _ J ^ _ . J I- .. . . * - _ _ - i__- - . . J .

Thesppo-ntmsntofa Group Exco Member will be made by tfieGCE in consultation wth the Corporate Governance
and îCrninatoos Committee

3 Appointment of Fixed-Term Contract Employees

A person appointed en a fixsd-term contract (for a specific period o' 1 me cr to perform a spec f̂ic project) musi be
appointed into a graded position

HUMAN RESOURCES

3.1 Group Exco (A level)
3 2 General Managers {3 level)

3.3 ExewUve Manage-'S (C level}
3 A Senior Manaqemen! (D level and below)

REMHRCO

FA

GCE

R
FA

GE:HR

R

0 D C B
Group

Bcscutlve

R
FA

0 0 HR
GM

R
FA

GM:
PM

R
R
R

FACC

LM:
GM

R
R

e I May 1012

0058-0373-0001-0156

TRANSNET-REF-BUNDLE-02584



697

4 Counter Offers and Interim Salary Adjustments

• In line v,ith (he Group Remuneralion Pjvtosophy approved by Ihe Remuneration and Human Resources
Committee of the Board, there will be no interim / ad-hx remuneration adjustments.
If an employee produces a written and current counter oPer ol employment with delails of the remune'aUon
package, end Transnet seeks lo retain Ihe employee baaed on Ihe crftcality of the employee's skill, an interim
adjustment of the employee's current remurfi^lion package may be offered in terms cf the delegations below.
Any counter offer mist be in accordance with trie Group Guidelines and Salary Bands issued by Group
RemuneraSor.

HUMAN RESOURCES

4.1 Group Exco {A Level)

4.2 General Managers (B level)

43 ExscLir/3 Manager (C ieverj_
4.4 Serio.' Mansge.-nsnl (0 level

End befcw)

REMHRCO

FA

GCE

R
FA

GE:HR

N
R
FA

ODCE/
Group

Executive

R
R

ODHR
GM

R

FA

GM:PM

R
R
R

FA:CC

LM:
GM

R

R

5 Internal Rewards / Awards / Exceptional Payments / Ex-grafa Awards

The amounts reflected befow are per initiative (not per individual employee payment) per annum

HUMAN RESOURCES

5.1 R10ir. and abcve
5 2 Between R5m but nol

Board

FA

5 3 Between R5C- 000 bul
(vA exceed nq R5m

5 4 Ee^veen R2C 000 but
not eceed rig R=0 00C

5 5 Up to bul not exceed r.g
R20G0-J

5.6 Up to bul not exceed rg I
R1C0O0 I

REMHRCO

R

FA

QCE

R

R

FA

1

GE:HR

R

R

R

A

FA

GCFO

FA

ooce/
Group

Executive

R

R

R

FA

HR
GM

R

R

R

GM:
PM

R

R

R

R

R

R

LM:
GM

R

R

R

6 Suspension of Employees

• The suspens'on of all employees is per the delegations of authority below.
• In (he case of the suspension of a bargaining unit employee, the relevant OD Employee Relations Manager must

recommend the suspension based on the merits of ihe case.

HUfMN RESOURCES

8.) Group Exec {A level)
6.2 General Managers^ tevflj)
6.3 Managers (C feveO

6 4 Sen*r Management (D <evel to F
EsveQ

GCE

FA
FA

6.5 Bargan'nq un I emptcysej |

GE:HR

R
R
FA

ODCE/
Group

Executive

R
R

ODHR
GM

R

R

GM:
ER

R

A

n

LM:
GM

R

FA

Lino
Manager

R

FA

ER
Ma nag

er

A

R

De-'ifgalai of Auftcrity Framewcrit olfectve 1 May 2012 Page 25
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7 Dismissal of Employees

• The dismissal of any employee for reasons of tfscip'jre or Incapacity must be preceded by a fair hearing in line with
Traisnet pof.cies.

• The dismissal of an employes for operat-ona1 rsqiiireiierits must be preceded by a (air consultation process.

HUMAN RESOURCES

7.1 Group Ex=o {A level)
7 2 Genera! Managers (8 level)
7.3 Managers [C level}
7 4 Senky Management (D leva toFlevei)
7 5 Barcjainng ur.fi empSoyees

GCE

FA
FA

GE:
HR

R
R
A

ODCE/
Group

Executive

R
FA
A

I

ODHR
GM

R
R

GM:
ER

R
A
R
R

LM:
GM

R
FA

Line
Manager

R
FA

ER
Manager

A
A
R

8 Muluai Separation

Terms and conditions and financial se'femeni amounts of muluai separation agreements fcr A-DRo'es will be guided
by the Guidel nes issued by the Group RemuneraCon Once.

HUMAN RESOURCES

6 1 Grap Exec (A level
5 2 General Managers [B !eve!J
6 3 Executive Managers {C levs' and berov;J

REMHRCO

FA

GCE

R
FA

GE:KR

R
R
FA

ODCE/
Group

Executive

R
R

00 HR
GM

R

GM;ER

R
R
R

LM:GM

R

9 CoHective Bargaining and Trade Union Recognition

HUMAN RESOURCES

S.I Concfcscn of any Colteclr/e Agreemenis
with Un.'cns excluding shift pslierns

S i Mandate f c saiaiy ar^l wage
negotalons

9.3 Racogn:tiGn of Tra^e \Jr or, gr,d S gnirrg
of Reccgni! on Agreerneri!

REMHRCO

FA

M

GCE

R

N

GE:HR

FA

R

FA

0 0 CEJ
Group

Executive

R

R

ODHR
GM

R

R

QM:ER

R

R

R

LM:GM

10

101

Deviation from Approved Human Resources Policies

HUMAN RESOURCES

Any devialMii frcnrt a Transiet PR Fa icy

Board GCE

FA

GCFO GE:
HR

R

ooces
Group Exco

R

HR
GM

R

! GM:
i ER
! R

LM:
GM

R

May £012 Page 26
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5.8 General Delegations

5.8.1 Chartering o( Aircraft

Authority Level
Chartering of Aircraft
Chartering ol helicopters for operations

ODCE
NIL

R150000'

GCFO
Up tc b-Jl not exceeding R3m
Up to btt nol excsed ng Rim

GCE
Exceeding R3m

Exceed rgR1m
" The limits for 00 CEs are cumulative per aircraft per month.

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

TransnetWIde
Group Exco Member

Up lo but not exceed'ng
R10 COO per month

GCFO
Up to but not exceeding
P20000 per month

GCE

Exceeding R20000 per month

5.6 3 Entertainment Expenditure

Authority Level ODCE
Up to but nol exceeding
R50O0O per occasion

Group Executives
Up lo but not exceeding
R50000perDccasion

GCE
Amounts exceeding R5O000
per occasion

Cosis ircurrsd by any person on behalf of Ihe company must be ajlhorised by that person's superior and musl be
within the approved budgetary limits. Supporting documentation shou'd be marked car.celled to prevent re-use thereof
All enterta'nmenl expenses must be bus'ness related expenses.

Rewardg/AwardsJExceptional Payments to external parties: (Examples: Ex-gntia awards, exceptional
performance, recognition payments)

Operating
Divisions

Specialist
un'ts

ODCE
Up to but nol
exceeding
R5QG00

GroupExco
Members

Up to but not
exceeding
R500OO

GCFO
Up to bul no!
exceeding
R100OO0

GCFO

Up to but not
exceeding
R100000

GCE

Up to but not
exceeding R5m

GCE

Up to bul not
exceeding R5TI

REMHRCO

Up to but not
exceeding R10m

REMHRCO

Up tc but not
exceeding R10m

Board ]

Exceeding R10m

Board

Exceeding R10m

5.8.5 Sponsorships and Donations

Approval
Authority —•

Operating
Divisions

Approval
Authority —»

Specialist
Units

ODCE

Up to tut not
exceedinq Rom

Group Exco
Members

Up lo bu; nol
exceeding R2m

GCFO

Up to but not
exceeding R7m

GCFO

Up to but not
exceeding R7m

GCE

Up to bu! not
exceecinp, R10rn

GCE

Up to but not
exceed'ng R1 Cm

Social and
Ethics

Committee
Up to but not
exceeding R20m

Social and
Ethics

Committee
Up to but no1,
exceeding R20m

Board

Exceeding R20rr

Board

Exceeding R20m

Approva limits a-e cumulative per annum e.g the OD CE can approve 3 lolai airount of R5m per annum for
sponsorships and donations.

5 8.6 Annual filing of tariffs with regulators

• Pub k: Policy ard Regulation Committee: Approves tariff increase applications from Operating D visions.
• 00 CE in concurrence with the GCFO: Filing of Tariffs with relevant Regulatory tody.

IMay2O12
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8 7 International Business Travel {excluding African countries)

Bslcw CE level at Operating Division"
CE of Operating Division
Corporate Cenlre
Specialist Unite
Group Execut ves
GCE and Cha'rman

Approval Authority
GCE
GCE
GCE
GCE
GCE

User- Retrospective rev'ew by GCE or Chairman and vice versa.
"CE of 00 must recommend and the GCE to approve

Domestic Business Travel (including travel to African countries)

Chairman/GCE/Group Exco Membe's
CE of Specialist Unit
Gensral Managers/extended Exco
AJ other levels

Approval Authority
User

Group Exco member responsible
OD CE/OD CFO/Gfoup Execul ves
Ex'erded Exco

Travel: All travel must be In line with the approved Travel Policy. Travel to African countries may cnly be approved at
Exec level and mey not be suD-delega'ed
Extended Exco members at an OD'SU in t may sub-de'egate to (he appropriate !ov.c level

5 8.9 Communication

Exlsrnal communication on strategy and
operations
Commun cation on operaliGnal issues relai rg
to an OD
Communication with tr;e Shareholder Mmister

Approval Authority
Ccmpany spokesperson/GM Coiinunicalicns or GCE

Group Exco f/e-ber responsible for OD

Office of the GCE or Cha'man of the Board of Directors

5.8.10 Establishment of Special Purpose Vehicles (SPVs)and Trusts

Establishment of SPVs a.Td Trusts
Approval Authority

OCE may approve after recommendation by tie GCFO aid GE
Corpora!e Serv.ces The transaction to be reported to the Board
Acqui=ilion5 ard Oisposals Committee

5.8.11 Restructuring and safe of business

Restructuring or sale of business
Approval Authority

Transnet Board of D'rectcrs in accordance with Section 54 of the PFMA

5.8.12 Pension Fund and Medical Fund Rule Amendments as recommended by the Board of Trustees of the Funds

Changes to hs rules of Ine pension arxJ
medical fund that do no- inpact Lie finarcial
position of the Fund
Rule amendments lhal impact Ifce finarcial
position of the pension and medical fund

Approval Authority
Board

Ministeria approve from Ihe Department of PuWic Enterprises with the
concurrence of the Minister of Finance

of Authcnty Frarrevvcft - eff«tive I May 2012 Page 28
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5.6.13 Application for Environmental Authorisation

• All environ men la! impact assessment or basic assessment sppfcslions mus! fce prepared by a competent
independent environmental assessment practitioner/consultant, Lntess exemplar from Ih-'s prevision has been
oblained in writing by the Department of Environmental Affairs and under the supervision of the Environmental
Departmeri! in Ihe 00/51*.

• The application for environmental au'Jisrisston must be s'gned as per the approval authority below.

Operating Division

Specialist Unit (Trangnet Property)
Specialist Unit (Transnel Capital Projects)

Approval authority to act as applicant for an environmental
authorisation for Trans i t SOC Ltd

Project Manager/
Oge^alons Manager/Environmental Manager
Chief Operations Offcer of Property
Project Directo'

The applcait remains legslly responsible for [he compliance v.itn the environmental aulhor.satoi Uiroughoul [he
implementation of Lie aulnorisation.
Should an autnorisatton for new capita' projecls conta n operational etemeits after formal handover of the project
by TCP. the DEA needs to be informec in vmtir.g o! She change in names and acirov/Iedsement frcm DEA be fJed.
Should any cf the above apekants leave Transnel, Lie DEA needs to be informed In writing c' the new person
responsible for the implementation of the environmental authorisation

Delegation of Authority FramewoiK - eFectfve 1 Hay 2012 Page 29
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CHAPTER 1 : INTRODUCTION

Transnet SOC Ltd ("Transnet") is fully owned by the South African government and operates as a
corporate entity. It is aimed at supporting and contributing to the country's freight logistics network
by developing South African industry, reducing the cost of doing business, ensuring efficient and
profitable operations, whilst at the same time promoting critical developmental and empowerment
objectives.

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

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

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

1.1 NATIONAL OBJECTIVES

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

1.2 INTEGRATED SUPPLY CHAIN MANAGEMENT ("iSCM") PROCUREMENT
OBJECTIVES

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

1.2.2 Fairness and Transparency:

• equal treatment of bidders;

• openness and accountability; and

• ethical conduct.

1.2.3 Social Equity:

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

1.2.4 Value for money:

• competitiveness; and

• cost effectiveness.

1.2.5 Due regard must be given to the importance of:

Chapter 1 1.._ ..•-.„•„.-.: -. _. - . , c — ^ - - Pan^f in f ?fl3

0058-0373-0001-0169

TRANSNET-REF-BUNDLE-02597



710

FOR INTERNAL USE ONLY PROCUREMENT PROCEDURES MANUAL

a) the promotion of Transnefs Interd(visional Support Policy; and
b) the development, promotion and support of Transnefs Supply

Chain Code of Ethics, which requires that all commercial conduct
be based on ethical and moral values and sound business
practice. This value system governs all commercial behaviour
within Transnet.

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

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

>• capacity building initiatives as part of their supply agreements with Transnet.

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

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

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

1.3 iSCM CONTROL OBJECTIVES

Transnefs iSCM function is aimed at achieving the following control objectives:

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

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

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

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

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

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

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

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

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

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

Page 9 of 101
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NOTE: The detailed Business Critical Activities (BCAs) and Bus ing Cn'rir^l rmV?!s (BCCs)
deiived from tile above iSCM Control Objectives are attached hereto as Appendix A (Control
Framework).

Chapter i :
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CHAPTER 2 : DEFINITIONS, ABBREVIATIONS AND ACRONYMS

0

TEI

Acceptable Bid

Acquisition Council

IAC]

DEFINITION, ABBREVIATION OR ACRONYM

Advance Payment
Guarantees [APGs]

Advertisement

Alternative Bid

B-BBEE

Any bid which, in all respects, complies with the specifications and conditions of
bid as set out in the bid document

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

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

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

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

Broad-Based Black Economic Empowerment

B-BBEE Enterprise

Bid

Bidder

Black People

Board Acquisitions &
Disposals Committee
[BADC]

Board of Directors
[BOD]

Buyer

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

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

Any person/Enterprise which has submitted a Bid

is a generic term which means Africans, Coloureds and Indians

A sub-committee of the Transnet Board of Directors tasked with providing
oversight and approval for acquisitions and disposals falling within its delegation
of authority

The Board of Directors of Transnet SOC Ltd

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

11 of 202
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TERM

Carrier

DEFINITION, ABBREVIATION OR ACRONYM

Any person who, In a contract of carriage of goods, undertakes to perform or to
procure the performance of carriage, by rail, road, sea, air, inland waterway or
by a combination of such modes (used in definitions of Incoterms)

( \

Centre(s) of
Excellence [COE(s)]

Chief Executive
Officer [CEO]

Chief Financial
Officer [CFO]

Construction
Industry
Development Board
[CIDB] bid/contract

Confinement

Consultant

Chief Procurement
Officer [CPO]

Cross Functional
Evaluation Team
[CFET]

Cross Functional
Sourcing Team
[CFSTJ

Delegation of
Authority [DoA]

Exempted Micro
Enterprise [EME]

Expression of
Interest
[EOI]

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

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

A Chief Financial Officer in an Operating Division of Transnet

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

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

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

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

A team that is involved in the evaluation of bids regarding transactions of a high
value or where the quality / functionality criteria is complex and a simple yes /no
answer on technical compliance is not possible or viable.

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

The extent of authority required in order to implement certain actions by or on
behalf of the company, including any sub-delegation of authority where
permitted. This includes the power to retrospectively authorise, condone or
rescind a decision already taken by a sub-delegate.

An enterprise with an annual turnover of less than R5 million, as defined by the
DTI's Codes of Good Practice

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

Chapter I. Page L2 of 202
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tift

Entity

Fronting

Fruitless and
Wasteful
Expenditure

Further Recognition
Criteria (Current)
[FRC Current]

Further Recognition
Criteria (Future)
[FRC Future]

Goods

Group

Group Chief
Executive [GCE]

Group Chief Financial
Officer [GCFO]

Group Chief Supply
Chain Officer

[GCSCO]

High Value Tender

Process [HVTP]

IC" Supplier
Development Matrix

DEFINinOJN, ABBREVIATION OR ACRONYM

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

Used in the Transnet context to describe an internal Transnet Operating Division,
Specialist Unit, Transnet business or the various Group Functions comprising the
Corporate Centre

A deliberate circumvention or attempted drcumvention of the BBBEE Act and the
Codes. Fronting commonly involves reliance on data or daims of compliance
based on misrepresentations of facts, whether made by the party daiming
compliance or by any other person

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

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

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

and enterprise development.

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

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

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

The Group Chief Finanda! Officer in the Group Corporate Head Office, who
reports directly to the GCE, or the person acting in his/her stead, at any given
time, in terms of a proper mandate

The General Manager who heads up the integrated Supply Chain Management
function in the Corporate Head Office, or the person acting in his/her stead, at
any given time, in terms of a proper mandate

A process that is used in the procurement of high value goods/services. This
process includes a number of gateway reviews during key steps of the tender
process, in order to ensure that any flaws in the process are detected timeously

A framework utilised to categorise SD opportunities on a matrix based on their
value, extent of industrial leverage and strategic importance to Transnet The
matrix is adapted from the DPE Supplier Classification Matrix focused on
Increased Competitiveness, Capability and Capadty

Chautfir 2. Defimbon. AflbrsviattOrt or Armnvm
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TERM

Imported content

fp**.

(V.

Incoterms

Integrated Supply
Chain Management
[iSCM]

Irregular
Expenditure

Letter of Award

Letter of Intent
(LOI)

Local Content(LC)

Manager

Material Amendment

Market Demand
Strategy (MDS)

Non-Disclosure
Agreement [NDA]

Open Bid

Operating Division
[OD]

Parcelling

DEFINITION, ABBREVIATION OR ACRONYM

That portion of the Bid price represented by the cost of components, parts or
materials which have been or are still to be imported (whether by the supplier or
its subcontractors) and which costs are inclusive of the costs abroad, plus freight
and other direct Importation costs, such as landing costs, dock dues, Import
duty, sales duty or other similar tax or duty at the South African port of entry

(ICC Incoterms 2010) means, in relation to International trade (sale and
purchase of Goods), the globally accepted purchase terms for Goods, used to
indicate the costs to be incurred by the seller and the buyer and the point at
which the risk of the Goods passes from the seller to the buyer

See Appendix C for detailed definitions of all Incoterms

The Integrated Supply Chain Management function as a whole including all

Operating Divisions and Centres of Excellence

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

Is Issued when a Bidder is selected as the Successful Bidder. The letter of award
informs the Successful Bidder unequivocally that he/she was awarded the
business

Is issued when a Bidder is selected as the Preferred Bidder. The LOI informs the
Preferred Bidder of Transnefs intention to negotiate and conclude a contract
with it

The portion of the Bid price or quotation which is not included in the Imported
Content, provided that local manufacture does take place

Means any employee in Transnet, by whatever designation he/she is known, who
has been delegated certain specific powers In terms of a proper Delegation of
Authority

An amendment which increases the scope, cost or risk of a contract by more
than 10% of the original contract value

The Transnet strategy to invest in capital infrastructure in order to meet market
demands for increased efficiency and effectiveness in delivery of Transnefs
services

A confidentiality agreement between two or more parties

A public request to do business which has been properly advertised and to which
any member of the public can submit a Bid

An operating division of Transnet, namely TFR, TPT, TNPA, TPL and TR6

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

_C'(iaptar I Derrj'Oon. AQbr^/tabon ot-fitaanvin.
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TERM DEFINITION, ABBREVIATION ORApRONYM

>?•

Parent Company
Guarantee

Performance Bonds
(PBs)

Post Tender
Negotiation [PTN]

Preferred Bidder

Prequalifi cation

Criteria

Qualifying Small
Enterprise [QSE]

Quality
(Functionality)

Rental or Lease

Request for
Information [RFI]

Request for
Quotation [RFQ]

Request for Proposal

[RFP]

Request for...

[RFX]

Service

soc

Supplier
Development (SD)

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

A performance bond from a bank guarantees performance under a contract from
commencement to completion. The bank issuing the performance bond
undertakes to pay a specified sum of money to the buyer if the supplier does not
fulfil its contractual obligations.

Negotiations between Transnet and one or more shortlisted Bidders after the
Bids have been evaluated, but before the business has been awarded

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

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

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

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

The use of Goods and/or moveable assets for a period and for consideration
(compensation)

An invitation to a broad base of potential suppliers to provide written information
about their capabilities to meet a stated Transnet need. An RFI is primarily used
in instances where Transnet is not dear about the precise specifications and/or
scope of work required to meet Its needs for specified Goods or Services. The
information received through an RFI process is typically used to pre-qualify
suppliers for consideration before an RFP for the Goods/Services is issued

Request for Quotation is used for transactions <R2m. However, CEOs may at
their discretion lower the quotation limit

Request for Proposal is used on the open Bid process i.e. for transactions > R2
million. However, CEOs may at their discretion lower the minimum threshold for
open Bids

A generic term which can be used interchangeably with either RFI, RFQ or RFP

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

State Owned Company

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

cnapter 2: Sefinjoon, Abbreviations Atronvm
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V

TERM

Successful Bidder

Tender Evaluation
and
Recommendation
Report [TEAR]

Transnet Acquisition
Council [TAC]

Transnet Capital
Projects [TCP]

Transnet Freight Rail
[TFR]

Transnet National
Ports Authority
[TNPA]

Transnet Pipelines
[TPL]

Transnet Port
Terminals [TPT]

Transnet
Properties(TP)

Transnet Corporate
Centre [TCC]

Transnet SOC Ltd

Transnet Rail
Engineering [TRE]

Unsolicited Bid

Working day

Year

Note: Words

DEFINITION, ABBREVIATION OR ACRONYM

increased exports.

Means a Bidder that has been identified as the Bidder to which business has
been awarded

A report that must be submitted by the evaluabon team to the AC setting out an
overview of the bid evaluation process, evaluation methodology, reasons for
elimination of Bidders, a recommendation for the award of the tender as well as
all supporting evaluation scorecards

Acquisition Council catering for Corporate Head Office procurement and Centre-
led transversal procurement

Transnet Capita! Projects - a Specialist Unit of Transnet

Transnet Freight Rail - an Operating Division of Transnet

Transnet National Ports Authority - an Operating Division of Transnet

Transnet Pipelines - an Operating Division of Transnet

Transnet Port Terminals - an Operating Division of Transnet

Transnet Properties - a Specialist Unit of Transnet

Tne Head Office of Transnet SOC Ltd

Transnet SOC Ltd, Registration No. 1990/000900/30 incorporated in terms of the
Companies Act 71 of 2008, as amended which includes all Operating Divisions,
Specialist Units and/or subsidiaries

Transnet Rail Engineering - an Operating Division of Transnet

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

Any day other than a Saturday, Sunday or public holiday f

Any defined period of 12 (twelve) consecutive months

capitalised in the document have been defined in this Chapter,

Wa.ia is f\r ^A i
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' " * CHAPTER 3 : SCOPE AND EXCLUSIONS

W Save for the exclusions mentioned in Table 1 below and acquisitions that are governed by the
Transnet Capital Projects ("TCP") Construction Procurement Policy, Processes, Procedures and
Methods Manual (the Construction Manual), the PPM is applicable to all acquisitions across the

%•• Transnet Group regardless of the value of the transaction. The Construction Manual has been aligned
to the Construction Industry Development Board ("CIDB") Act and Standards for Uniformity and

•'* applies to all construct] on-related acquisitions across Transnet. The PPM applies to construction-
-*' related acquisitions only where the Construction Manual is silent on an issue.

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

3.1 PROCUREMENT PROCEDURES

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

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

3.2 COMPLIANCE WITH THE PPM

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

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

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

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

3.3 PURCHASING PROCEDURES

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

3.3.1 Ferrous and non-ferrous scrap

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

3.4 PPM EXCLUSIONS

The transactions and processes tabled below are excluded from this Procurement Procedures
Manual:
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m

m

TABLE 1

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

Petty cash purchases, subject to such instructions as issued from time to time

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

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

Media advertising (excluding campaigns Involving professional advertising agencies)

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

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

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

Purchase of Goods at auctions

Sale of Goods at auctions but excluding the appointment of auctioneers

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

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

Sponsorships and donations, which are strictly governed by Delegated Powers

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

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

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

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

This version of the PPM applies to all new procurement processes which have been initiated
on or after the commencement date of this document. Procurement processes initiated prior
to the commencement date must be dealt with in accordance with the rules that were
applicable at the time (i.e. the May 2009 version of the PPM).

J Srope ^nd Et:lt:S'ors -sye !^c'
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; • * :

CHAPTER 4 : APPLICABLE LEGISLATION AND POLICIES

4.1 LEGISLATION

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

TABLE 2

LEGISLATION AND GOVERNMENT POLICY

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

The Arbitration Act, 42 of 1965

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

The Companies Act, 71 of 2008 as amended

The Competition Act, 89 of 1998 as amended

The Competitive Supplier Development Programme (CSDP)

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

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

The Conventional Penalties Act, 15 of 1962

The Copyright Act, 98 of 1978

The Currency and Exchange Act, 9 of 1933

The Designs Act, 195 of 1993

The Electronic Communications and Transaction Act, 25 of 2002

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

The Industrial Policy Action Plan II

The King I I I Report on Corporate Governance

The Local Procurement Accord

The National Ports Act, 12 of 2005

The National Railway Safety Regulator Act, 16 of 2002

The New Growth Path (NGP)

The Occupational Health and Safety Act, 85 of 1993

The Patents Act, 57 of 1978

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

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

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

The Promotion of Administrative Justice Act, 3 of 2000

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

The Promotion of Administrative Justice Act (PAJA), 3 of 2000 as amended

The Second-Hand Goods Act, 6 of 2009

The Standards Act, 8 of 2008

The Trade Marks Act, 194 of 1993

The Value Added Tax Act, 89 of 1991

C5

4.2 POLICIES

4.2.1 General Overview of Transnet Policies

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

TABLE 3

TRANSNET POLICIES AND PROCEDURES

• Transnet Code of Ethics

• Cell phone Policy

• PC Disposal Policy

• Contracting Procedures Manual

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

• Declaration of Interest and Related Party Disclosure Policy

• Delegation of Authority Framework

• Gifts Policy

• Supply Chain Policy

• Procure to Pay Procedures(P2P)

• High Value Tender Process

• Records Management Policy

• Reverse Logistics Procedure

• Scrap Policy

• Supplier Development Policy

• Transnet Strategy for Broad-Based Black Economic
Empowerment

• Transnet Broad-Based Black Economic Empowerment Policy for
Procurement

LOCATION

Company Secretary
Intranet portal

ICT Intranet Portal

ICT Intranet Portal

ISCM Intranet portal

TCP Intranet portal

Company Secrete ry
Intranet portal

Company Secretary
Intranet portal

Company Secretary
Intranet portal

iSCM Intranet portal

iSCM Intranet portal

iSCM Intranet portal

Company Secretary
Intranet portal

ISCM Intranet portal

iSCM Intranet portal

iSCM Intranet portal

iSCM Intranet portal

iSCM Intranet portal

Chaotar ^ i I aitsl.irtnn anri
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4.2.2 Preferential Procurement _

a) Strategic Intent

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

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

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

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

• allowing Further Recognition Criteria points to an enterprise whose current black
ownership, management control or employment equity meets or exceeds a
stipulated minimum target (This will be referred to as FRC Current);

• allowing points for Further Recognition Criteria points based on the extent to which
an enterprise commits to improving or sustaining its B-BBEE performance over
the contract period in the following areas in excess of stipulated minimum targets:
ownership, management control, employment equity, preferential procurement and
enterprise development (This will be referred to as FRC Future);

• setting minimum B-BBEE levels as a p re -qualification criterion to participate in a bid
process;

• limiting participation In a bid process to persons or entities owned by persons who
have been disadvantaged by unfair discrimination;

• requiring bidding entities to form Joint Ventures (JVs) with black owned entities,
alternatively to sub contract a minimum percentage of the contract to black owned
companies;

• stipulating that an Enterprise will not be awarded points for its B-BBEE status level if
it has indicated in its Bid response that it intends sub-contracting more than 25% of
the value of the contract to any other Enterprise that does not qualify for at least the
points that such a Bidder qualifies for, unless the intended subcontractor is an EME
that has the capability and ability to execute the sub-contract;

• stipulating that an Enterprise who has been awarded a contract may not sub-
contract more than 25% of the value of the contract to any other Enterprise that
does not have an equal or higher BBBEE status level than the Enterprise concerned,
unless the contract is subcontracted to an EME that has the capability and ability to
execute the sub-contract.

• Requiring winning bidders to take steps to ensure:

• management and daily operational involvement by Black professionals and
managers as prescribed in the different sector charters;

• skills transfer and training; and

• employment creation and employment equity.
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The underlying objective of the Preferential Procurement methodology t« to c-sate an
^^ enaDling environment for B-BBEE Enterprises to access available procurement
^ opportunities within Transnet and to add value to the supply chain. B-BBEE Enterprises
' ^ will therefore be engaged as:

• principal contractors;

• joint venture partners;

• professional service providers;

™ • subcontractors, suppliers and/or manufacturers.

b) Scope and applicability

7 7 (i) Transnet's approach to Preferential Procurement applies to all purchases of
Goods and Services and will apply to all QSEs, EMEs as well as to large
enterprises.

^ P (ii) The approach shall apply to and impact on all levels (Rand value) and types
of Bids, It will also apply to any disposal, letting or leasing of assets and the
acquisition or granting of any right for and on behalf of Transnet. The
objective is to design innovative ways to promote Black Economic
Empowerment.

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

c) Objectives

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

(ii) Transnet will encourage value-adding joint ventures with B-BBEE
Enterprises, Bidders may develop joint ventures in order to comply with
Transnefs B-BBEE requirements. The following documents shall form part of
their submission:
• ownership documents showing the status of the partners to the joint

venture;

A • Joint Venture Agreement;

* • Joint Venture Declaration Form; and

w ' • any other documents as may be required by Transnet

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

d) Preferential procurement targets and reporting
(i) To promote preference in the procurement of Goods and Services, targets

will be set by the B-BBEE Forum and implemented by all the ODs.

(ii) The ovemding principle in the setting of such targets is that a sectoral
approach will be adopted. Thus for sectors where there is a high probability
of finding B-BBEE Enterprises or where there is a need to accelerate
transformation, the target may be set higher.
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"•** ' Transnet's approach to preferential procurement Is dealt with In more detail in

Chapter 10.

4.2.3 Supplier Development - Strategic Intent

a) Background
Government economic development policies such as the New Growth Path (NGP)
and IPAP II have increased the focus on how procurement at SOCs such as
Transnet can be leveraged to achieve the national goals of reducing
unemployment, ensuring industrialisation and developing local suppliers.
Transnet strives to provide a competitive Service, while at the same time, creating
opportunities for new entrants to the market and stimulating job aeation through
the implementation of its SD mission.

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

. Black youth;

• Black women;

• small businesses;

• people with disabilities; and/or

• rural integration, upliftment and development.

Leveraging procurement to Influence the development of the local supplier Industry
is key to realising Government's objectives relating to growth, employment creation
and equality. Achieving SD objectives will provide the following key benefits for
Transnet and the broader South African society:

• Acceleration of local capability and capacity building and transformation of
local business by promoting technology transfer, skills development and job
creation;

• Focused regional development and upliftment of rural communities;

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

• Transformation of supplier dominance from large international or national
monopolies in order to create more opportunities for locally owned and/or
Black owned suppliers; and

• Improved B-BBEE rating for Transnet

A Transnet SD strategy, SD policy and SD plan forms the framework within which
Transnet will implement its SD Initiatives.

b) Applicability

All transactions involving SD should be evaluated against the IC3 Supplier
Development Matrix. This matrix (Figure [1] below) categorises transactions
according to three principles:

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

• Industrial leverage refers to transactions whereby the nature of the
procurement is such that the scale and the industrial complexity of the item
being purchased allow for local supply chain development around a particular
industry.

• Strategic importance to Transnet refers to the extent to which the Goods
to be procured has an impact on Transnefs core business.

* i : Ajjottcable Lectsiation ant:
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F/gure [1] -1<? SD Classification.Matrix

The IC3 Supplier Development Classification Matrix (refer Figure [ I ] above) assists in
categorising opportunities according to their industrial leverage, value leverage and
strategic importance to Transnet

Once opportunities are identified it will be possible to identify the tools that should be
implemented to maximise the full supplier development potential from these
opportunities.

Based on the classification of a specific transaction, there will be certain SD objectives
that Transnet will strive to meet. These objectives are all aligned to national objectives,
and explained in more detail in Chapter 12 (Determining SD Approach and Desired
Outcomes),
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CHAPTER 5 : CODE OF ETHICS

5.1 SUPPLY CHAIN CODE OF ETHICS
JJ». 5.1.1 Transnefs Code of Ethics sets ethical standards for business practice and individual
Sfc business conduct. It assists all Transnet stakeholders with their ethical deliberations
t^T and decisions. The objective of the Code of Ethics as it relates specifically to the
• .<*, Supply Chain environment is to set the standard by which all Transnet Board
>jt^. members and employees (including employees employed on fixed term contracts
• rf\ and temporary employees) are expected to act when engaging in any supply chain
* '*$' related activities. This will earn Transnet the reputation of being:

a) transparent and fair in all dealings and disclosures;
^ * ^ b) politically unbiased;

c) committed to providing Quality Goods and Services;
d) committed to transformation and empowerment;
e) proud of its integrity and credibility;

f ^ , f) consistent in honouring its social, legal and moral obligations;
g) responsible and accountable; and
h) reliable and aware of the need to foster loyalty and long enduring

relationships with all its stakeholders.
5.1.2 All Transnet employees should uphold the following key values:

a) act with Integrity and professionalism at all times;
b) be honest;
c) be committed and dedicated to high Quality performance;
d) be customer orientated;
e) respect and maintain the confidentiality of sensitive information gained

through association with Transnet;
0 maintain accurate, honest and complete records in appropriate detail;
g) protect Transnefs assets;
h) treat all suppliers with respect and dignity and foster a productive

environment free of harassment, intimidation and discrimination;

•
i) refrain from using a position of authority and / or facilities provided by

Transnet to further their own interests or that of friends and relatives;
j) desist from allowing personal interests to influence business decisions or

tasks and disclose any actual or potential conflict of interest;
k) honour the content and spirit of all business transactions and not abuse

Transnet's name; and
I) maintain an attitude of zero tolerance toward any form of bribery, corruption

and inducements.
5.1.3 While considering the advantages of maintaining a continuing relationship with a

supplier, Transnet iSCM must avoid any arrangement which in the long term might
compromise fair competition or prevent Transnet from achieving optimal value.

5.1.4 No sale to or purchase from a Transnet employee is permitted under any
circumstances. This excludes sales by auction or such other exceptions as may be
authorised by management from time to time.

5.1.5 Former employees of Transnet shall not be restricted from doing business with
Transnet unless they have been restricted from doing so in terms of paragraph
5.1.6 below. Due diligence should be exercised by evaluation teams to determine
whether any undue influence/unfair advantage could have been possible between
any Transnet employees and the former employee. This should be brought to the
AC'S attention, and should be stated dearly in submissions to the AC or to the
delegated Manager for transactions falling below the AC's jurisdiction.

OifitfU: 5. U.;~ o; ethics Paije 26 oT202_
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5.1.6 Former employees of Transnet who were dismissed following disciplinary action or
who had resigned to circumvent disciplinary action following charges relating to
dishonesty (e.g. bribery, corruption, theft, etc.) shall be formally excluded from
future business dealings with Transnet. They will be blacklisted for a specific period
and their names shall appear on Transnefs Ust of Excluded Bidders {see Chapter
23 on Blacklisting).

5.2 CONFIDENTIAL INFORMATION AND TRADE SECRETS

5.2.1 Employees have access to Information related to Transnefs business strategies and
contractual relationships with third parties. This information must be regarded as
trade secrets. It includes intellectual property, know-how, processes, techniques,
technical detail, methods of operating, cost and source of material, pricing and
purchasing policies, systems design and development information. It also includes
the contractual and financial arrangements between Transnet and its customers
and suppliers. In this regard, all employees have a duty of trust and confidence and
a duty to act at all times in the best interests of Transnet. The disclosure of trade
secrets or any other confidential information could cause serious damage to
Transnet, and possibly claims of damages for breach of contract against Transnet.

5.2.2 No employee may discuss or disclose prices which have been quoted or charged to
Transnet.

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

5.2.4 Where it is necessary to disclose confidential informab'on to potential suppliers in
order to solicit Bids, Non-Disclosure Agreements f'NDAs") must form part of the bid
documentation. The NDAs must be signed by all Bidders.

5.3 INTELLECTUAL PROPERTY RIGHTS OF SUPPLIERS/TRANSNET

5.3.1 Transnet will acknowledge and respect suppliers' intellectual property (IP) rights.
Transnet will also seek to promote fair competition.

5.3.2 It is recommended that in cases where the IP of suppliers is at stake, Transnet
should hold clarification sessions with potential Bidders in order to clarify the
position regarding IP rights. Furthermore, before concluding a contract, Transnet
should ensure that all issues of IP are properly addressed in the contract and that
both parties understand the nature of the agreement.

5.3.3 Depending on the merits of each case, one of the following approaches will be
followed and must be stipulated upfront in the Request for Proposal ("RFP")
document:-

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

b) Transnet may choose to share the IP with the supplier where Goods were
jointly developed by Transnet and the supplier. In this scenario, Transnet
shares the IP and the royalties emanating from the development of the
Goods. This must be clearly set out in the contract between the parties.

c) Where an existing patented artide is required by Transnet, Transnet may
choose to confine the tender to the manufacturer concerned or issue an
Open Bid stating that the patented item or "anything similar" is required. In
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this instance the supplier remain? the ownei of the IP in respect of the
article.

*"*• 5.4 GIFTS AND GRATUITIES

5.4.1 All business decisions and transactions must be made with uncompromised
integrity, honesty and objective judgment. Transnet does recognise that In
executing its business and applying industry norms, employees may be required to
accept or give gifts as a token of appreciation. The Transnet Gifts Policy regulates
and controls the acceptance and giving of gifts.

5.4.2 The acceptance and giving of gifts exceeding the value (currently R750.00)
stipulated in the Transnet Gifts Policy, as amended from time to time is prohibited.

5.4.3 The occasional exchange of gifts not exceeding this value may be accepted,
provided that such gifts are not specifically intended to Influence any procurement
or sales decisions and are:

a) Declared to the employee's Immediate Manager; and

b) Recorded in a Declaration of Gifts Register.

5.4.4 Under no circumstances should gifts be accepted from prospective suppliers,
regardless of value, during any bid evaluation period including a period of 12
months after such bid has been awarded. This may be perceived as undue and
improper influence over the bid process.

5.4.5 Gratuities, bribes or kickbacks of any kind must never be solicited, accepted or
offered, either directly or indirectly. This includes money, loans, equity, special
privileges, personal favours, benefits or Services. Such favours will be considered
bribery. This is unlawful and the appropriate criminal / civil action will be enforced.
If a supplier or employee offers or accepts such "favours" or bribes, it must
immediately be reported to the Manager in charge of the function for appropriate
action. In accordance with the ordinary principles of delictual liability, Transnet is
entitled to recover all damages suffered as a result of the employee's corrupt or
negligent conduct from that employee. Any person who has offered a bribe to a
Transnet employee may also face criminal or civil action and/or exclusion from
future Transnet business.

5.4.6 Employees are not permitted to accept gifts or buy Goods or Services at artificially
low prices, not available to the public. Employees are also not allowed to accept
personal favours and hospitality which might be deemed by others, to impinge
upon the employee's sound business judgment.

- 5.4.7 Overseas visits on invitation by and at the expense of prospective suppliers will
under no circumstances be permitted. Should an overseas visit be deemed
necessary for the purposes of evaluating the supplier, this should be for Transnef s
own account. All overseas visits have to be fully motivated in terms of the normal
procedures for overseas visits. If current suppliers offer to pay for Transnet
employees to travel to their offices or plants overseas, these requests need to be
properly motivated and- approved by the GCE or the relevant divisional CEO or
Group Executive.

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

a) entertainment;

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

5.4.9 A monetary limit will not be placed on the following:

a) business meals; and

b) hospitality packages to sports, arts and culture events held in the Republic of
South Africa, with the objective of enhancing business relationships. Gifts
received while on overseas business trips and from foreign delegates, which
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exceed the limit set in the Transnet Gifts Policy, should be accepted, entered
into the girts register and submitted to the Group Company Secretariat for
disposal in terms of the Gifts Policy.

5.4.10 In addition to the procedure for accepting gifts set out in the Gifts Policy, Supply
^ Chain staff may only accept gifts after approval from their Manager. Supply Chain

staff must declare all gifts irrespective of value. Supply Chain Managers must keep
:V. a proper gift register of all gifts and hospitality offered to their employees by
j£ suppliers and contractors, and vice versa. Unauthorised gifts that have not been
"H accepted (e.g. exceeding the abovementioned limit) should also be entered into the
jf- gift register with an indication that they have been returned to the supplier or
pt surrendered to Transnet or any other appropriate action that may have been taken.

5.4.11 All Supply Chain gift registers must be submitted to the relevant AC Chairperson for
* * review on a quarterly basis. A Gift Register Template is attached to the Transnet

Gifts Policy and must be used at all times to ensure that all relevant information
and signatures of approval are captured.

5.5 DECLARATION OF INTEREST
5.5.1 In terms of the Companies Act 71 of 2008, directors or officers of a company have

a duty to disclose their interests in contracts.
5.5.2 For the purposes of the Transnet Declaration of Interest and Related Party

Disclosure Policy the requirement to disclose interests in contracts is extended to
include all employees.

5.5.3 The Transnet Declaration of Interest and Related Party Disclosure Policy defines a
conflict of interest as "a situation in which private interests or personal
considerations affect, may affect, or may be perceived to affect, an employee's
judgment in acting in the best interests of Transnet. This includes using an
employee's position, confidential information, corporate time, material or facilities
for:

• private gain or advancement; or

• the expectation of private gain or advancement of the employee or any member
of the employees family, or friends or business associates of the employee."

5.5.4 The Transnet Declaration of Interest and Related Party Disclosure Policy places a
duty on all employees who have an interest, either directly or indirectly, in any new
or existing contracts with an entity external to Transnet which may conduct, or
does conduct business with Transnet, to declare such interest.

' 5.5.5 A direct interest in a bid includes the following:

a) Where the employee or Transnet Board member is -
(i) a shareholder, member or director of a bidding enterprise;
(ii) a shareholder, member or director of the holding company of a bidding

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

enterprise.

b) Where the employee or Transnet Board member is a direct family member or
a close friend or associate of a person who is -
(i) a shareholder, member or director of a bidding enterprise;
(ii) a shareholder, member or director of the holding company of a bidding

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

enterprise.
5.5.6 Declaration of a direct interest will result in automatic recusal of an employee.

Pjge 2S of.
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5.5.7 An indirect interest may include, but is not limited to:

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

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

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

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

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

laws) and business associates.
5.5.10 Although business with Enterprises that have relationships with Transnet

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

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

•
guidance from the office of the Company Secretary. The following must be noted

with regard to the duty to declare interests:
a) in terms of the "Declaration of Interest and Related Party Disclosures Policy"

all employees are required to submit an annual declaration of interest. These
declarations are kept by the Group Company Secretary for employees at
Group. Depending on the specific OD, declarations are kept by the OD
Company Secretary, Compliance officer or the Legal department in respect of
OD employees;

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

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

d) employees involved in procurement activities other than evaluation, post
tender negotiation, or adjudication (such as buyers) will only be required to
declare an interest if they in fact have an interest in a particular matter. Should
such an employee not make any declaration in a particular matter, he/she will
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be deemed not to have an interest in the matter. If it is later discovered that
an employee aid have an interest which he/she failed to declare, such

. %. employee will be found to have failed to comply with the duty to declare
^ conflicts of interests.

e) A proper register of Declarations of Interest should also be kept by Managers
responsible for departments involved in purchasing and disposal functions as

•-: well as by the Secretariats of the relevant ACs.

™ 5.6 FRAUD AND CORRUPTION

':-' 5.6.1 Transnet insists on honesty, integrity and acting beyond reproach at all times and
will not tolerate any form of improper influencing, bribery, corruption, fraud or any

Is*1 other unethical conduct on the part of Bidders / Transnet employees.

5.6.2 If Transnefs GCFO (or a duly authorised person) has determined that a Bidder /
contractor / supplier has or has caused to be promised, offered or given to any

•
Transnet employee, any bribe, commission, or any unauthorized gift, loan,

advantage or other consideration, Transnet shall be entitled to revoke the bid /
, ^ . - contract by following the process that governs the Exclusion of Bidders. Upon

approval by the GCFO or duly authorized delegate, Transnet will be entitled to
place any Bidder / contractor / supplier who has contravened the provisions of
Transnefs business ethics on its List of Excluded Bidders. Furthermore, in terms of
section 34 of the Prevention and Combating of Corrupt Activities Act 12 of 2001,
Transnet will refer all matters of suspected corruption to the South African Police
Services (SAPS) for further investigation.

5.6.3 Transnet reserves the right to exclude a Bidder from further business and/or to
cancel all existing contracts, should a Bidder/supplier be found to have acted in bad
faith or engaged in misconduct towards Transnet. Furthermore, no part of a
contract may be subcontracted to an Excluded Bidder.

5.6.4 Bid documents should always contain a clause indicating that any suspected fraud,
corruption or other unethical activities should be reported to Transnet Tip-offs
Anonymous at any of the following addresses and contact numbers, Confidentiality
is guaranteed at all times.

• Toll-free anonymous hotline : 0800 003 056

• Email: Transnet@tip-offs.com

« Fax number: 0800 007 788

• Freepost DN 298, Umhlanga Rocks, 4320

5.7 SANCTION

Non-compliance with the Code of Ethics is considered to be misconduct and employees
may be subject to disciplinary procedures that could lead to dismissal as well as
criminal and/or civil action.
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CHAPTER 6 : DELEGATION OF AUTHORITY FOR PROCUREMENT PROCESSES

6.1. HOW DELEGATION OF AUTHORITY WORKS

Figure 2 below explains how authority is delegated from the Minister of Public Enterprise to
the various structures and persons within Transnet via a series of sub-delegations:

How Delegation of Authority works within the context of Procurement

Step

The Transnet Board acquires it Delegation of Authority from its
appointment as the accounting authority of Transnet by the
Minister of Public Enterprises in terms section 49 of the PFMA

The Transnet Board sub-delegates certain powers to;
1) The BADC
2) The Group Chief Executive (GCE)

The GCE sub-delegates certain powers to:
1) The Group CFO
2) The CEOs of OD's and Specialist Units
3) Group EXCO members

Step 4 ' The CEO sub-delegates certain powers to his/her CPO

Step 8

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

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

Category Managers sub-delegate certain powers to Commodity
Managers

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

Figure [2] - Delegation of Authority
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6.2. DELEGATION OF AUTHORITY FRAMEWORK

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

TABLE 4

Procurement
delegation

Appointment of
Consultants -
Clause 5.4.1 of
DoA Framework

(Cumuiative per
annum)

Approval to
approach
market wftti
Open Bids -
GJause 5.4.2 of
DoA Framework

Approval to
approach
market with
Confined B'ds -
Clause 5.4.3 of
DoA Framework

Management's
intervention to
address non-
compliance with
procurement
polities &
procedures -
Clause 5.4.4 of
DoA Framework

(Condonation)

Enter into &
signing of
contracts -
Clause 5.5,1 of
DoA Framewor

A
Group
Exco

Members
Specialist

Units,
exd.TCP

<R10m

Nil

Nil

Nil

<R3Qm

C£O/ HOD
(budget

owner) of
Spedatist
Unit, exd.

TCP

Nil

«R75m

Nil

Nil

SR5m
subject to

the contract
period not

exceeding 5
Vears

OD
CEOs&
TCPGE

SR25m

*R450
m

Nl

Nil

<R450
m

roval Authority (R million)
GCSCO

Nil

<R525m

pa;

Nil

5R525m

GCFO

<R50m

iR60Gm

Nil

Nil

<R600m

GCE

<R200m

<R750 m

<R250m

<R50m

<R750m

BADC

<R300m

SRI , 500m

5 R 1,000m

SRl,000m

<R 1,500m

Board

>R300m

>Rl,500m

>R 1,000m

>Rl,0OOm

>Rl,500m

6.3. POWERS VESTED IN TRANSNET OFFICIALS

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

&.V- » - - -
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iransnet
Board

OD CEOs GCE

isof
Transnet DoA Framework

Powers acquired in terms
of the PPM

•Approve Confinements sRZSOm
•Consultants <R50m
•Condonations < R2S0m
•Going to martet on open tender
fitsign contracts < R500m

final arbiter for
NacWfeting

on

Delegation in terms of
n "general blanket

delegation

Responsible for the day-to-
day running of Transnet

i! •Consultants <R25m
GCE • «G0Hig to market on open tender Approve decision to blacklist

; & sign contracts < R400m
HfA to procurement

•Approve consultants < R5m
•Going to market on cpen
tenders & sign contracts <
R300m

Approve 00 Approved Lists
Appcfrt AC & Cha'r/ members
Mediate disagreements between
AC and Ine/procufement, etc

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

Going to market or open
tenders & sign contracts

OD CEO dependng on the w h s
. delegated by the 00 CEO

I

Delegate powers to CFSTs, CFET
6i PTN teams, empower
procurement to irtifce quotation
system & emergency purchases
and intfeie bbcHis&ig
proceedings

or the (tey-to-
day running of the OD
procurement function

/ -'

Gotng to market on open
tenders & sign contracts

OD CPO depending on the value
delegated by the 00 CPO

Facilitate CJST^CHT&PTN
teams
Utfee quotation system and
emergency purchases, issue
open tenders and infaate
Wackfeting cases

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

^ Types of Delegated Authorities

6.4. DOA SUMMARY

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

• • • • i i i IV riff ' '
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nierbtapproval processes at Transnet

Going to market

Prior approval of
chosen procurement
mechanism and
strategy.
Differing thresholds for
open tenders,
confinements and
consultants.

Process approval

Once the procurement
process is complete, a
recommendation must
be made to the relevant
governance structure
(an Acquisition Council
or higher) to approve
the process followed.

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

Contract sign off /
award of business

After approval of the
process followed/ the
person/structure with
the appropriate
delegation of authority
must award the
business to the
successful bidder and
sign the contract

Figure [4] - Procurement appro val processes

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

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

!500millton

Up lot i i t t not !.-• K2~,0n)!il o1 ) b:it •so*, ri.c- t;fuij; R/!iO;ntll

GCFO
I Up to but not exceeding R60ftn!llion

Up to but not exceedfhg R450miMon

"In terms of s 54(4) of the PFMA Transnet must obtain Ministerial approval for the acquisition of a significant
asset (exceeding R2,5 billion as per the latest Shareholder's Compact) before proceeding with the acquisition.
- In order to frame an approved list, authority to approach the market must be obtained from the main OD AC

Figure [5] - Thresholds for approval to go to market
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(b) Appointment of consultants*

Transits* |
/Board*» [

V Transnet Exco/
GCE

GCFO

Operating DivJ*:<
CEO

Transnet Exco
Member

E .- , r.^ ' . o - j

- ; -;:. ....,.-,,„• ..T-)

U,J la h u l tioL c>:c.TOtliny K^OOniilliOM

Up to but not exceeding R50m][!lon

Up to but hot exceeding RlOnilEon

• Approval llmrts are cumulative per annum.
"• In terms of s 54(2}(d) of the PFMA Transnet must obtain Ministerial approval for the acquisition of a significant
asset (exceeding RZ,5 blilion of the value of Transnet's asset base) before proceeding with the acquisition.
ffln order to frame an approved list, authority to approach the market must be obtained from the main OD AC.

Figure [6] - Appointment of consultants

(c) Thresholds for Governance Structure approval of
process

*NOTE: Should any.
approval body not agree
with the recommendation,
the matter must be referred
back u> the recommending
officer(s) for reconsideration
or remotivation.

"Boa
Disposals Committee

(BADC) RlSOOrnWon

Main OD
Acquisition Councils Up to but not exceeding

RSDOmlBlon

Recommendations: The RAC, main AC and the BADC will support the reconimenrJation for transactions above
their thresholds. Local'Regional AC normally onty consider transactions <R2m but OD CEOs may at their
discretion increase these thresholds.
• In terms of s 54(2)(d> of the PFMA Transnet must obtain Ministerial approval for the acquisition of a significant
asset (exceeding R2,5 billion of the value of Transnet's asset base) before proceeding with the acqutertion

Figure [7] - Thresholds for governance structure approval of process
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(d) Thresholds for contract sign oft" / awara of business

;_ l:?.li

Up to but no! exceeding P."/50nin

Up to but not exceeding R600mn GCFO

Up In but nol excoeding B5?5rim

[ tfpto but not ewcefcdlnB R450mn

GCSCO

Operating Division
CEO

r
Uptoi5utno! Specialist unit

j CE(exclTCP)
• In terms of s 54(4) of the PFMA Transnet must obUi;i Ministerial approval for the acquisition
of a significant asset (exceeding R2,5 billion in terms of the latest Shareholder's Compact)
before proceeding with the acquisition.

Figure [8] - Thresholds for contract sign off/ award of business

(e) Management's intervention to address non
compliance wi th procurement policies & procedures
(Condonations)

Tnansni
Board f~

BADC

Up to but riot exceeding Riooomn

• - * * * •

Figure [9] - Management's Intervention to address non-compliance with procurement
^ policies & procedures
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Backgroand and Context

SECTION B:

PROCUREMENT
PLANNING

Chapter 7: Demand Planning & Demand Management
• Preface
• Demand levers
• Role of procurement in managing demand
• Demand process
• Checklist for demand planning &. management

• Sourcing Strategy

Chapters: Internal Procurement/ Interdivisional Support
Chapters: Contract Options

• Summary of contract options
• Contracts > 2 years
• Standard Transnet Terms and Conditions

Chapter 10: Preferential Procurement Approach
• Targets
• Mechanisms
• Measurement of BBBEE status

Chapter 11 : Local Content
Chapter 12: Supplier Development Approach

• Categories of SD transactions
• Process of categorising transactions
• Evaluation criteria

Chapter 13: Determining Evaluation Criteria
• Choosing an appropriate evaluation method
• Determining evaluation criteria
• Determine weightings of evaluation criteria

Chapter 14: Main Procurement Mechanisms
• Quotation system
• The open bid process (RFP)
• Approved list purchases
• Two stage bidding process

Chapter 15: Special Cases
• Confinements #

• Emergency procedure
• High Value Tender Process
• Unsolicited bids
• Contract consolidation
• Acquisitions associated with Income generating contracts

Go to Market

Evaluation and Adjudication

Contract Management

Functions of Governance Structures

Appendices
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TYPICAL PROCUREMENT CYCLE

Figure 10 below depicts a typical procurement cycle. Comprehensive guidance on each of
these steps is dealt with in the Chapters that follow:

VTS?- Step 2
Strategicsoufting

process
(if applicable)

Step7

Shortlisting
(if applicable)

Steps
, receipt

& opening of
bids

Figure [10] - The Procurement Cycle
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Co.ii.exi

Oiapter 10:

Chapter 7: Demand Planning & Demand Management
• Preface
• Demand fevers
« Rote of procurement in managing demand
• Demand process
• Checklist for demand planning & management

• Sourcing Strategy

Chapters: Internal Procurement/ Interdivisional Support

Chapter 9: Contract Options
• Summary of contract options
• Contracts > 2 years
• Standard Transnet Terms and Conditions

Preferential Procurement Approach
Targets
Mechanisms
Measurement of BBBEE status

Chapter 11 : Local Content
Chapter 12: Supplier Development Approach

• Categories of SD transactions
• Process of categorising transactions
• Evaluation criteria

Chapter 13: Determining Evaluation Criteria
• Choosing an appropriate evaluation method
• Determining evaluation criteria
• Determine weightings of evaluation criteria

Chapter 14: Main Procurement Mechanisms
• Quotation system
• The open bid process (RFP)
• Approved list purchases
• Two stage bidding process

Chapter 15: Special Cases
• Confinements
- Emergency procedure
• High Value Tender Process
• Unsolicited bids
• Contract consolidation
• Acquisitions associated with income generating contracts

Go to Mai ket

Evaluation and Adjudication

Contract Management

Functions of Governance Structures

Appendices
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CHAPTER 7 : DEMAND PLANNING & DEMAND MANAGEMENT

7.1. PREFACE

7.1.1. Demand is a business requirement for Goods/Services raised by the
business/OD and received by the procurement department for further
processing, such as sourdng and payment. There are 2 areas of demand
i.e. demand planning and demand management.

7.1.2. Demand Planning is the first step in the procurement process, where:

7.1.2.1. the business needs are assessed In order to ensure that the
required Goods/Services are procured so as to meet the
business requirements of Transnet;

7.1.2.2. specifications are precisely determined;

7.1.2.3. requirements are linked to budget; and

7.1.2.4. the supplying industry has been analysed and constraints
identified and assessed.

7.1.3. Demand planning is a medium term and cross functional planning process
supported by a series of meetings that promote alignment, decision making
and coordinated action towards achievement of financial budgets and
organizational strategy.

7.1.4. Demand Management is about understanding the factors that drive
demand for people and products and using this knowledge to identify and
implement new and innovative ways to eliminate, reduce or serve demand
more efficiently and by doing so reduce costs.

7.1.5. Demand management is about understanding the factors that drive
demand for Goods/Services and about using this knowledge to identify and
implement new and innovative ways to eliminate, reduce or serve demand
more efficiently and to support robust demand planning - and in so doing
optimise value and quality by enabling suppliers to have a forward looking
view of requirements expected of them and adequately plan production
and by enabling the procurement department to adequately prepare itself
and work more efficiently and effectively. Demand management therefore
involves the reviewing, monitoring and improving of demand.

7.1.6. Demand review is a strategic decision process ensuring that all
stakeholders are fully aware and agree to the Goods/Services that are to
be procured, why it is to be procured, how it is to be procured, and the
cost.

7.1.7. Demand monitoring is a tactical process ensuring that only the required
quantity and Quality of Goods/Services are sourced from the right
suppliers.

7.1.8. Demand improvement is a strategic and a tactical process ensuring that
the quality of demand improves continuously as the demand management
process matures, with initiatives such as reducing the demand and
rationalising the Goods/Service portfolio.

Fege -U of 202
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7.1.9. TTierefore, the purpose of demand planning and management is to ensure
thai. Liit: resources required to fulfil the requirements identified in
Transnefs Corporate Plan are delivered at the correct price, time and place
and that the delivered quantity and quality will satisfy those requirements.

7.1.10. The intention of demand planning is to:

7.1.10.1. to have a clear view of the demand requirements for major
strategic commodities;

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

7.1.10.3. to foster an improved working relationship of openness
between Transnet and its suppliers and/or service providers.

7.2. DEMAND LEVERS

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

TABLE 5

SOURCE

REASON

QUANTITY

L SPECIFICATION

TIMEFRAME

COST

PREFERRED
SUPPLIER

The origin of the demand such as the initiating department or
OD

The motivation for the demand such as why these
Goods/Services need to be sourced

Review the number/scope of the Goods/Services required

Opportunity to simplify/standardise specifications

Reduce demand frequency

The indicative cost of the Goods/Services that need to be
sourced

The preferred supplier (if any) for the requested
Goods/Services

Other potential suppliers who couid also be in a position to
supply the same Goods/Services

7.3. ROLE OF PROCUREMENT IN MANAGING DEMAND

Procurement needs to manage the demand for Goods/Services by:

• analysing demand levers and sourcing data that will enable a more accurate
view/prediction of demand;;

• identifying opportunities for improvement of the entire demand management
function;

• short-listing and prioritising improvement initiatives;

• developing and implementing an action plan for identified initiatives;

• monitoring the progress of improvement of the initiatives; and

• conducting regular assessment of the effectiveness and relevance of improvement
initiatives.

7.4. DEMAND PROCESS

0058-0373-0001-0203
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Rgure 11 below gives an outline of the main steps in the demand management process.

Identify, approve snid communicate demand
• Define busmess n,eed
• Gampfe demand document/ requisition

m
•m

Process demand
- Validate and prioritise demand
•Revise; nature and quantity required
• Reduce demand frequency
• Consider alternative ways of filling demand

Establish a cross functional souning team (CHil)
• Gomposftnrt
•Functions

Figure [11] - Demand Steps

For sourdng events falling within the threshold for High Value Tenders, refer to the "High
Value Tender Process (HVTP)" available on the iSCM Transnet Intranet,

OPERATIONS (end users) are responsible for completing

STEP1

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

7.4.1. STEP 1 : Identify, approve and communicate demand

a) Definition of business need

The end users in the business (operations) need to follow the steps outlined
below, in order to ensure that there is a clearly defined need in the business:-

(i) conduct a needs analysis to establish requirements relating to the
business, taking into account all required capital acquisitions,
planned maintenance, and other operational needs - this will be
informed by both future requirements (based upon Transnefs
Corporate Plan); as well as market demand forecasts (based upon
Transnefs current client base demand and/or commitments made
by Transnefs sales department);

(ii) establish and consolidate the reasons for the need;

(iii) ratify the need irrespective of whether it is a CAPEX or OPEX
acquisition and apply for and obtain budget approval; and

(iv) draw up an annual procurement plan.

b) Compilation of demand document (per transaction)

la' I :-r,r
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The end users in the business (operations) are responsible to provide
procurement with a detailed demand requisition. This should provide a dear
description of the function, required specifications, drawings, and where
applicable itshould:-

(i) indicate the quantity/-ies required;
(ii) indicate the frequency/-ies required;
(iii) indicate the quality required;
(iv) indicate the unit of measure;
(v) indicate packaging, if applicable;
(vi) attach the relevant specification/drawing, where

applicable;
(vii) provide previous price or estimated costs and

budgetary requirements;
(viii) indicate the expected delivery date(s) and delivery

address(es);
(ix) indicate any logistical and/or storage requirements;
(x) any material obsolescence risks; and
(xi) suggest potential source/s of supply and a brief

analysis of the supplier industry landscape, if available.

The demand document should first be approved at an operational level. Once
that is completed, it should be submitted to procurement. Operations should
submit this document timeously, and allow sufficient time to acquire the
Goods/Services, given lead times and governance processes.

PROCUREMENT Is responsible for completing

STEP 2 and STEP 3

Process demand
Validate and prioritise demand
Review nature and quantity required
Reduce demand frequency
Consider alternative ways of filling demand

7.4,2. STEP 2 : Processing Demand
a) Validate and prioritise demand

Procurement shall establish the following:
(i) Is the demand document/requisition duly approved by

operations?
(ii) Is this a critical demand? ("Critical" is defined as having

an impact on the Service provided by Transnet or the
profit made by Transnet).

(lit) What would be the impact on operations if the
procurement did not occur?

b) Review nature and quantity required
Procurement shall establish and review the following:

IIHII i, mi Hi mi'"
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(i) Establish whether this is a requirement for Goock or a
Service?

(ii) If Goods are required, whether the demand will be on-
going or once-off?

(iii) If Goods are required, determine how many types of
items and quantity of each item are required in total by
operations at present time and going forward? What
are the options (if any) for reducing volume?

(iv) If a Service is required, determine for what length of
time the Service is required? (Indicate length of
Transnefs previous use (if any) of the specific Service).
Could this be reduced or extended?

(v) Determine the estimated value of the sourcing event (if
not provided by operations) to establish which sourcing
process must be followed:

• if below R2 million, or lower threshold set by the
OD CEO for Open Bids, use the quotation system
(see Chapter 14);

• if over R2 million use an "open RFX", approach (see
Chapter 14); and

• if within the threshold for High Value Tenders, use
the High Value Tender process (see iSCM Transnet
Intranet portal).

c) Reduce demand frequency

Procurement shall establish and review the following:-
(i) If the Goods to be purchased will require additional

purchases going forward, is it reasonable for an "as-
and-when call off1 contract to be established? State
reasons either for or against an "as-and-when call off'
contract.

(ii) If a Service is required, what is the length of the
anticipated contract? Explain rationale for this time
period.

d) Consider alternative ways of fulfilling demand

Procurement shall establish and review the following whether: -
(i) the required Goods can be re-engineered or reclaimed

from existing assets or Goods;
(ii) any other OD can manufacture the required Goods or

provide the required Service;
(iii) the Goods are currently available in another OD with

spare capacity;
(iv) this is a stock item; or
(v) this item Is available on a current contract- even if it is

potentially at another OD.

Establish a cross functional sourcing team (CFST)
Composition
Functions

0058-0373-0001-0206
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7.4.3. STEP 3 : Establish a Cross Functional Sourcing Team ("CFST") in
the case of acquisitions greater than R5 million or where the
quality criteria is not a simple yes/no decision

a) Rationale for the formation of a CFST
Demand management shall be a cross-functional exercise with a view to ensuring
that end users, procurement and all stakeholders are brought together in order to
enhance efficiency and achieve value.

b) Composition of the CFST

Procurement shall establish a CFST, consisting of at least the following
roles; Procurement, operations (end users), SD (including B-BBEE) and risk.
Other possible representatives are finance, treasury, maintenance,
logistics/warehousing, disposal and legal or governance.

In instances where the sourcing event is uncomplicated and the risk to
Transnet is low, the CFST can be comprised of only procurement and
Quality (technical) representatives.

Procurement must ensure that the CFST consists of the relevant expertise;
and that the size of the team is not of such a nature that it cannot function
effectively. Nonetheless, in all instances, procurement and operations must
reach agreement on the composition of the CFST.

In order for the CFST to be effective, consistent attendance by the same
members is required for continuity.

c) Functions of the CFST

(i) Determining specifications:-

"Specification" is the terminology used to describe the
requirement for goods.

If Goods are being sourced, consider whether there is any
opportunity to purchase standard "off-the-shelf" Goods.

If there are technical specifications:-

• these must be compiled with a view to promoting the
broadest possible competition, whilst still assuring that
critical elements of performance or other requirements are
achieved;

• ascertain whether similar (albeit not identical) Goods are
currently in use elsewhere in Transnet, which could enable
standardisation;

• interrogate the specification, i.e. determine whether it is
possible to provide a functi ana I/performance-based
specification rather than a detailed specification;

• determine whether the specification has been over-
engineered; and

• verify that the specification is not biased in favour of a
particular brand or type of Goods.

• If a functional specification is the chosen option, the
following must be observed and described in detail:

r-.ioe -ic cf
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• functions and characteristics;

" __ • desired performance and/or result parameters, based on
both inputs and outputs;

••Hit • method statement templates on how outputs will be
*;- reached; and

... • inclusion of relevant KPIs.

If a detailed specification will be issued, ensure that the latest
specification is used, and that the quality standards (e.g.

'*• SANS, ISO) are included where applicable. In addition, ensure
that the drawings are up to date and that detailed descriptions
of manufacturing processes, workmanship and/or materials
are indicated.

The following must be observed and indicated in the RFX in
respect of functional as well as detailed specifications:

• the location(s) of required provision;

• details of qualifications required where appropriate;

• details of the conditions in which the Goods must operate;

• environmental and safety features;

• packaging, marking and labelling requirements;

• Inspection or testing requirements;

• documentation required, i.e. manuals, user guides,
licenses, test certificates, etc.;

• size/dimensions;

• integration with other Goods/Services;

• security requirements;

• health, safety, electrical, environmental requirements;

• training requirements, if applicable;

• timing considerations; and

• interfaces with other systems,

(ii) Determining Terms of Reference

"Terms of Reference" (ToR) is the terminology used to
describe the requirement for services.

The following must be observed and indicated in respect of the
ToR:

• project title;

• background;

• objective of the project

• expected outcomes/del iverables;

• competency and expertise requirements;

• bmeframes;

* 7
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• reporting requirements;

• whether a site inspection or information session are
required with date, time and venue stated;

• available documentation; and

• minimum requirements.

(Hi) Reduce portfolio or range complexity:

• Options for rationalisation of the range of Goods/Services
must be considered.

• Implications for users If choice options are reduced must be
considered.

(iv) Identify and mitigate risks:

• All risks to Transnet associated with the demand must be
identified and addressed in the eventual RFX;

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

(v) Establish the evaluation methodology to be employed - See
Chapter 13 on Determining bid Evaluation Criteria.

(vi) Establish evaluation criteria and weightings - See Chapter 13
on Determining Evaluation Criteria. Clear evaluation criteria
must be established, as bids may only be evaluated according
to the criteria stipulated in the bid documents.

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

(viii) Determine who should serve on the evaluation committee -
See Chapter 18 on Evaluation.

(ix) Handover the sourdng event to procurement

7.5. CHECKLIST FOR DEMAND PLANNING & MANAGEMENT

The following checklist could be used as a template to identify the progress with respect to
the Demand Management process:

TABLE 6
Demand Planning & Management Focus

Is there a business case and approval of the demand?

Has the demand been identified in the annual Procurement Plan?
(The Procurement plan forms the basis of demand management)

Is there a budget allocated for this demand?

Is there an approval as per the associated DoA?

Have the options of fulfilling the demand (such as existing
contracts and critical items) been assessed?

What is the outcome of reviewing the quantity required (I.e. are

Responsible

Business

Business &
Procurement

Business

Business

Business &
Procurement

Procurement

O-.apu?f / '0 jge 43 of AOi
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Demand Planning & Management Focus Responsible
the Goods'Services required on an on-going or once-off basis)?

Has the possibility of reducing the demand frequency, such as
further purchasing or call-off, been assessed?

Business &
Procurement

Have the options of alternate ways of fulfilling this demand, such
as whether other Transnet ODs could manufacture these Goods,
been assessed?

Procurement

Have the options of re-use been assessed? (e.g. re-engineered
Goods from existing Goods or whether the Goods are available
from other Transnet ODs) Have the 3 Rs (Reduce-Reuse-Recycle)
been considered?

Business &
Procurement

Has the possibility of standardising the Goods and its
specifications, such as off-the-shelf and customised, been
assessed?

Has the opportunity of reducing the Goods portfolio, such costing
and risk implications associated with it, been identified?

Have the strategic risks associated with this demand, such as
strategic nature of this demand been identified?

Has internal availability been assessed, i.e.

• Can the needed Goods be re-engineered / reclaimed from
existing assets/Goods?

• Can any OD of Transnet manufacture the required Goods or
provide the required Service?

• Are these Goods currently available in another OD with spare
capacity?

Is this a stock item?

Is this item available on a current contract?

[Was the CFST properly constituted?

Have the risks associated with the CFST working on this demand,
such as capacity and capability not available within the Transnet
been identified?

Does the CFST represent all the necessary disciplines for
identifying the risks associated with the event?

Did the CFST members sign confidentiality agreements and
declarations of interest?

Did the CFST properly interrogate the specification?

Were all risks identified and included in the RFX?

Has it been considered whether this should be a transversal
event in the interests of Transnet as a whole?

Has an 'As-and When' contract option been investigated, in order
to cater for future demand?

Business

Procurement

Business

Business &
Procurement

Business &
Procurement

Business &
Procurement

Business &
Procurement

Business &
Procurement

Procurement

Procurement

Procurement

CFST

CFST

CFST

CFST

Was the appropriate evaluation method chosen?

Were thresholds set for SD and Quality/Functionality?

Were proper evaluation criteria set for:

CFST

CFST

CFST

August 2012
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Demand Planning & Management Focus
° SO

• Functionality

• Preference

• Price / TCO?

Were appropriate weightings allocated to each criterion?

Responsible

CFST

CFST

7.6. SOURCING STRATEGY

Once a CFST has been established, the next step Is to determine the sourcing strategy. The
methodology for determining a sourcing strategy is depicted in the figure below. Please refer
to the Strategic Sourting Standard Operating Procedures (SOP) which provides detailed
guidance on the strategic sourcing process. The SOP can be downloaded from the iSCM
Transnet Intranet.

; STALU.1SM
SOURCING

SSDIOCltS
A\ i AS

£S"IAfJLiSH
Cor/fjiDDirv.

CrSTs

Current Arrangements
- Span d Analysis

•£5 cigjouna'S h'siortcal
i.-'o
•C'j.TcalSupplie.'Sand pen
•Contractual info
•P^-l'ems. iss'jes A

Input

utput
SOURCINOSFRATEGY

Figure [12] - Methodology for developing a sourcing strategy
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V

CHAPTERS : INTERNAL PROCUREMENT/INTERDIVISIONAL SUPPORT POLICY

8.1 INTERDIVISIONAL RELATIONSHIPS

Transnet Entities are required to develop trust and a sound interdivisional working
relationship with one another in the interest of Transnet. To achieve this, such entities must
be afforded the right of first refusal in the procurement of Goods and Services.

8.2 STRATEGIC SPECIALIST UNITS

The following Specialist Units have been identified as strategically important to the Transnet
Group:

TABLE 7

—+&<•

Division or
Specialist Unit

Transnet Rail Engineering
("TRE', a specialist core
Division)

Goods and/or Services Provided

Transnet Capital Projects
("TCP")

Transnet Fuel Solutions
(TFS, previously known as
HSA)

Transnet Freight Rail
fTFR") School of Rail

Transnet National Ports
Authority C'TNPA") School
Of Ports

TRE Is responsible for:

• heavy engineering including locomotive, wagon and
coach repairs, upgrades and maintenance

• component manufacture, locomotive manufacture
and assembly

• port equipment, and is being positioned for
maintenance and repairs thereof

TCP is responsible for:

• multi-disciplinary design Services

• project management and construction management
Services

Construction projects >R300 million must be carried out by
TCP.

In the case of construction related projects <R300 million,
the following rules apply:

• The project may be carried out by the OD itself if the
OD has the necessary in-house resources; and

• If the OD decides not to run the project itself, TCP
must be given the first right of refusal before the
external market can be approached

TFS is responsible for:

• Transnet-wide
management

fuel acquisition, distribution and

TFR School of Rail is responsible for:

• training tailored exclusively for core businesses, e.g.
School of Rail, train drivers, train control officers,

• software training in general, etc,

TNPA School of Ports is responsible for:

• Facilitation of knowledge transfer as the provider of
marine training programmes in South Africa

• Planning to position itself as Africa's training leader in
Marine Operations, Port Management and Port
Engineering.

i * t) tntrtrn.il Pf ;;! --..pyur EG* 51 Of 10J
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Division or
Specialist Unit

Transnet Property (TP)

Goods and/or Services Provided "*"'

TP is responsible for:

• Property management

• Facilities management

• Property development

• Property valuations

• Property surveying

8.3 ABILITY OF TRANSNET ODS TO PERFORM

Before considering which procurement mechanism would be most appropriate, it Is important
that the end-user and procurement department consider whether another Transnet OD is
able to provide the required Goods or Services.

8.4 COMPULSORY UTILISATION OF SPECIALIST UNITS

The Specialist Units mentioned above must be utilised by other Transnet Entities for required
Goods and Services falling within their scope, The external market may not be approached
for Goods and Services falling within the strategic Specialist Units' or Division's core-
competency areas. The only exception to this rule is if the Specialised Unit indicates in
writing that they do not have the ability or capacity to provide the required Goods or
Services.

8.5 INTERDIVISIONAL SUPPORT POLICY

Internal contracts (Memoranda of Understanding) between ODs and Specialist Units are dealt
with in the terms of the Interdivisional Support Policy. Such contracts do not require AC
approval. However, any external contracts which may be required by the internal Specialist
Unit are subject to these procedures and require AC approval.

8.6 MEMORANDA OF UNDERSTANDING

The business relationship between Transnet Divisions and Specialist Units must be governed
by an overarching Memorandum of Understanding (MOU) between the parties. The MOU
must be signed by the CEs of the relevant ODs or Specialist Units and Service Level
Agreements should be signed where appropriate.

8.7 DISPUTES

Any disputes must be resolved in terms of the agreed MOU. If the OD CEs are unable to
resolve the dispute, the matter must be escalated to the GCE who shall make a final decision
on the matter.

8.8 SERVICE LEVEL AGREEMENT

ODs will need to enter into a project-specific agreement (SLA) in relation to each individual
project. This agreement will set out in details the rights, duties and obligab'ons of each OD in
that specific project. Contracts between divisions such as SLAs and project specific
agreements may be entered into between OD CEs in terms of paragraph 5.5.3 of the DoA
Framework.

753
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S.9 INTERDIVISIONAL PRICING

Transnet entities undertaking work on behalf of other entities should reciprocate by pricing
and carrying out their Services in a way that promotes and develops a culture of
interdivisional support. The pricing must be based on appropriate market analysis to
benchmark fair and reasonable prices. Should there be a dispute regarding pricing, the
matter is to be escalated to the CEs of the relevant Divisions for resolution. Should the CEs
not reach consensus, the matter must be escalated to the GCE who shall make a final
decision on the matter.

8.10 NON-CORE BUSINESSES

Non-core businesses which have already exited Transnet, such as Freightdynamics and
Autopax (Pty) Ltd will enjoy no interdivisional support.

8.11 AC INVOLVEMENT

Interdivisional transactions between Transnet Entities and Specialist Units fall outside the
scope of the AC. However, in any case where the external market is approached, normal
procurement procedures must be followed, and if relevant, the AC needs to approve the
transaction.
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CHAPTER 9 : CONTRACT OPTIONS

9.1 CHOICE OF CONTRACT

The selection of the type of contract to be entered into with a supplier is based on various
factors such as the duration of the contract, the type of Goods or Services to be acquired,
the frequency of demand and the availability of the Goods. The following table outlines the
van'ous contract options and provides a guideline as to when those options may best be
utilised.

TABLE 8

Ref

1

2

3

4

Contract
Options

'As and
When"
contracts

Fixed quantity
contracts

Long-term
contracts

Transversal
contracts

Description

Short or medium-term
contracts entered into
for a fixed period
against which call-offs
are made as and when
required by the
customer

Contracts entered into
for once-off purchases

Contracts entered into
for a fixed period
typically for five-Years
or more

A contract that services
more than one internal
consumer (an internal
shared service
arrangement} entered
into for a fixed period.
A transversal contract
may be entered into fo
the benefit of the
entire Group, a
particular OD and/or
just a region. Below is
a list of the types of
Transversal contract
options:

Characteristics

Shorter contract
periods (1-2 Years)

Estimated quantities

Specific
period/volume/value
ceiling or a
combination.

• Demand is known

• Once-off purchase
• Once-off or

staggered delivery

• Long term demand
signal

• Emphasis on SD

• Suppliers'
recoupment of
investment is long-
term

• Restricts other
market players for a
period of time

• Emanates from a
formal strategic
sourcing event

• Fixed-contract
period

Optimising
economies of scale
through
consolidation o
demand/purchasing
power

Best Suited For

Continuous but
irregular demand
for Goods/Services
Volumes cannot be
accurately
determined upfront

• Demand cannot be
anticipated

• Generally off-the-
shelf items

• Planned
programmes

• Purchase of high
value
Goods/Services

• Goods/Services of
strategic
importance

• Goods with long
lead time

•jALtfinet.i7nt.t~--- -A- jsr
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Ref

5

Q

8

Contract
Option's

Lease/Rental

_

Inter-
Divisional
Memoranda of
Understanding
(MOUs)

Income-
generating
(revenue)
contracts

CIDB and
NEC3
Engineering &
Construction
Contracts

fescription

• Group-wide
Transversal
contracts

• Transversal
between
ODs/Corporate

• OD-wide
Transversal
contracts

• Regional
Transversal
contracts

Lease contract for the
use of moveable assets
entered into for a fixed
period

A 'contract' to govern
the service
performance agreed
between ODs

Although excluded
from the PPM,
associated
procurements fall
within the ambit of the
PPM (See paragraph
15.6)

Contracts for
construction
procurement

Characteristics

• Specified/unspecified
period

• Agreed Rental

• Option of renewal

• Not a formal
contract

• It governs the
internal relationship
between the ODs

• Listed as a process
excluded from PPM

• Associated
procurement must
follow the PPM

• Refer to the TCP
Construction Manual

Best Suited For

Consolidation of Goods
Services used Group

wide

Consolidation of Goods
Services used

Detween ODs

Consolidation of Goads
Services used within

anOD

Consolidation of Goods
/ Services used within
a region by one or
more than one OD

• Goods /Services
where it would be
more economically
viable to lease than
to purchase

• Governing the
performance as
agreed between the
ODs

• As per OD
requirements

• Construction
supply, engineering
& construction and
services contracts

*Any of the above-mentioned contract options can originate from any of the defined procurement
mechanisms and/or special mechanisms for procurement

9.2 CONTRACTS FOR A PERIOD LONGER THAN TWO YEARS

Contracts for a period longer than two Years require prior AC approval. However, if the RFP
provides for a number of bid options including a period of up to two Years and more than
two Years, prior AC approval is not required. (Also see paragraph 21.9). Irrespective of
which of the two options above is followed, the award of the business has to be approved by
the relevant AC in the normal manner.

Cnepte; 5 Ccnuea Options

August 20 U
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9.3 STANDARD TRANSNET TERMS AND CONDITIONS OF CONTRACT

Standard templates must be L'scd ur.iess there are cogent reasons why such standard
agreements cannot be used in a particular instance. Refer to the Standardised Transnet
Templates available on the iSCM Transnet Intranet, including but not limited to:

• Standard Terms and Conditions of Contract

• Master Agreements

Any additions or deletions from the above-mentioned templates must be contained in a
Special Conditions Schedule. (Also see paragraph 21.7.2)

9.4 CONSOLIDATION OF CONTRACTS

Refer to paragraph 15.5 for the process to be followed when there is an opportunity to
consolidate two or more existing contracts in the best interest of Transnet rather than
engaging the market anew.

9.5 CHOICE OF SALES/PURCHASE TERMS FOR IMPORTED GOODS (INCOTERMS)

The Incoterms rules or International Commercial terms are a series of pre-defined
commercial terms published by the International Chamber of Commerce (ICC) widely used in
international commercial transactions. A series of three-letter trade terms related to common
sales practices, the Incoterms rules are intended primarily to clearly communicate the
responsibilities, costs and risks associated with the transportation and delivery of Goods. The
Incoterms rules are accepted by governments, legal authorities and practitioners worldwide
for the interpretation of most commonly used terms in international trade. They are intended
to reduce or remove uncertainties arising from different interpretation of the rules in different
countries. First published in 1936, the Incoterms rules have been periodically updated, with
the eighth version (Incoterms 2010) having been published and made effective on January 1,
2011. "Incoterms" is a registered trademark of the ICC1.

Refer to Appendix C for a detailed explanation of all Incoterms.

1 Source: Wikipedia
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CHAPTER 10 : PREFERENTIAL PROCUREMENT APPROACH AND DESIRED OUTCOMES

10.1 TARGETS

In accordance with its vision of being a significant agent of empowerment within the South
African society, Transnet has adopted the following plan to achieve its B-BBEE targets. These
targets are more ambitious than those prescribed In the DTI Code of Good Practice:

Sub Element

B-BBEE procurement
spend from all
suppliers based on the
B-BBEE procurement
recognition level as a
percentage of total
measured
procurement spend

B-BBEE procurement
spend from QSEs or
from EMEs based on
the applicable B-BBEE
procurement
recognition levels as a
percentage of total
measured
procurement spend.

B-BBEE procurement
spend from any of the
following suppliers as
a percentage of total
measured
procurement spend:

• Suppliers who are
more than 50%
Black-owned (3 out
of 5 points); and

• Suppliers who are
more than 30%
Black women
owned (2 out of 5
points)

DTI
Generic

Targets

70%

10%

15%

TABLE 9

Base
Une

Tobf

Tob(

Tob

Short-term
Target

2012/2013 ;

completed afi
line

completed af
line

i completed a
line

Interim
Target

2013/2014

r completior
-xercise

er completior
jcercise

ter completio
exercise

Long-term
Target

2014/2015

of base

of base

i of base

10.2 MECHANISMS

Transnet's exemption from applying most of the provisions of the PPPFA regulations affords it a
greater degree of flexibility in determining its preferential procurement framework than is
currently allowed for in the PPPFA.

Transnet would like to conduct a holistic assessment of bidders' B-BBEE performance based on
the following;

i'yyi V at At*
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• bidders' past B-BBEE performance based on the B-BBEE scorecard;

• the extent to which bidders' present black ownership, black management and

employment equity exceed certain minimum targets set by Transnet. [This is

referred to as Further Recognition Criteria (Current)]; and

• the extent to which bidders undertake to improve or maintain their future B-BBEE

status in excess of certain minimum targets over the contract period, [This is

referred to as Further Recognition Criteria (Future)].

Preference points will be allocated for each of the above categories.

Transnet therefore applies the following additional mechanisms to ensure its B-BBEE targets are
achieved:

10.2.1 Allocating additional points for preference

Transnet has adopted a scoring methodology based on a sliding scale of 20 to 40
points to be allocated to preference depending on the nature of the transaction
involved. The points allocated to preference should be split between the foflowing
categories: B-BBEE scorecard, B-BBEE Further Recognition Criteria (Current)
and/or Further Recognition Criteria (Future). FRC (Current) must be given a
higher weighting than FRC (Future) if both FRC (Current) and (Future) are
included in a particular tender. Should it be decided that only B-BBEE scorecard is
going to be used to evaluate preference, the total points for B-BBEE scorecard
may range from 20 to 40 points. Table 10 below indicates how the point
allocation should take place, depending on the total number of points allocated to
preference2:

Table 10

J-BBEE Scorecard^

B-BBEE FRC
(Current)

B-BBEE FRC
^Future)

Total of 20 points
allocated to
preference

10

Total of 30 points
allocated to
preference

10
15

Total of 40
points allocated

to preference^

10
20

10

10.2.2 Further Recognition Criteria (Current)

This would entail allocating points to entities based on the extent to which their
current black ownership, management control and employment equity exceeds
stipulated minimum targets.

10.2.3 Further Recognition Criteria (Future)

This would entail allocating further points to Bidders based on the extent to which
they commit to improving their B-BBEE status over the contract period in the
areas of black ownership, management control, employment equity, preferential
procurement and enterprise development.

Note that this table is a guideline. Depending on the nature of the commodity/service being purchased, it must be
determined whether FRC (Current) and/or FRC (future) are appropriate.

Fnge 5a a 202
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10.2.4 Minimum B-BBEE threshold

On a case by case basis, Transnel may set minimum B-BBEE thresholds as pre-
qualification criteria in its bidding process in instances where it is considered that
the application of the normal preference point system will not bring about the
required transformation. In order to give effect to the principles of fairness,
competitiveness and cost effectiveness, while at the same time promoting equity,
the threshold should not be set at an unrealistically high levef. A thorough market
analysis must be undertaken prior to setting a B-BBEE threshold.

10.2.5 Limiting participation in a bid process to persons previously
disadvantaged by unfair discrimination (set asides)

South Africa's economy still excludes the vast majority of its people from
ownership of productive assets and the possession of advanced skills. Unless
further steps are taken to increase the effective participation of the majority of
South Africans in the economy, the stability and prosperity of the economy in the
future may be undermined to the detriment of all South Africans, irrespective of
race. The introduction of "set asides" is required in sectors that have been
historically lagging behind in terms of transformation. On a case by case basis,
Transnet may decide to limit (set aside) participation in a bid process to persons
previously disadvantaged by unfair discrimination e.g. black owned companies,
black women owned companies, exempted micro enterprises, persons with
disabilities, persons in rural areas, etc. Set asides will be considered where there
is evidence that applying only a preference point system will not achieve desired
transformation objectives. The application of set asides must also be conducted in
a manner that does not materially undermine the constitutional principles of
fairness, competitiveness and cost effectiveness.

Set asides must be approached with great circumspection, as It has the potential
to create unfairness if dealt with incorrectly. Set asides must therefore be based
on a proper market analysis and rationale to justify the use of this mechanism in
a particular instance. The following guidelines are provided for the use of set
asides:

• identify the specific contract or commodity where a set aside will apply;

• give an indication of the number of black owned and/or black women
owned companies which operate within the sector;

• give an indication of the percentage of Transnet's procurement spend on
black owned and black women owned companies operating in the sector
over the previous 3 to 5 Years;

• identify the obstacles to success i.e. why are black owned and black
women owned companies not achieving success when bidding for
Transnet contracts e,g. pricing, quantity, etc.

• explain why an increased weighting for black ownership is unlikely to
achieve the desired result and why a set-aside is the only solution;

• explain that the percentage spend in relation to the contract/sector
targeted for the set aside is relatively small when compared with
Transnet's overall spend;

• demonstrate that the set aside will not operate in an overly harsh manner
in relation to entities that are not black owned or black women owned;

• explain that the use of set asides will not be a permanent feature in
relation to the procurement of the relevant commodity, but will be used
on a case by case basis to increase Transnefs procurement spend on
black owned and black women owned companies;

Page 59 of 202
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demonstrate that the principles of competitiveness and cost effectiveness
are not materially undermined.

10.3 MEASUREMENT OF B-BBEE STATUS

10.3.1 Measurement as per score card

Bid documents must specifically state that all Suppliers wifl be measured in
accordance with the DTI Generic Scorecard provided for in the Codes of Good
Practice or the applicable Sector Code.

Transnet prefers doing business with enterprises that share its values, and are
prepared to contribute to meaningful B-BBEE initiatives (e.g. subcontracting, JV's
etc.) as part of their Bid responses. Transnet will accordingly allow a preference
to companies who provide a B-BBEE Verification Certificate. As a general rule,
Transnet will award between 10 and 40 points to a Bidder on the basis of the B-
BBEE Verification Certificate3. The remaining points will be allocated to FRC
(Current) and FRC (Future) (see Table 10 above for an indication as to how the
available points for preference will be divided between the scorecard, FRC
(Current) and FRC (Future). Transnet requires prospective Bidders to have
themselves verified by any verification agency accredited by the South African
National Accreditation System ("SANAS'O or Registered Auditors approved by the
Independent Regulatory Board of Auditors O'IRBA") in accordance with the
approval granted by the Department of Trade and Industry. Verification
certificates are only valid for one Year from the date of issue. Enterprises will be
rated by such agencies based on the following:

Type of
Enterprise

Large

Qualifying Small
Enterprise (QSEJ

Exempted Micro
Enterprise (EME)

TABLE 11

Annual Turnover

In excess of R35
million

Between R5 million
and R35 million

R5 million or less

Number of Elements Scored on the
B-BBEE Generic Scorecard

All 7 elements

Any 4 elements (equal weighting of
25% each] _ _ _ _ _ _

Deemed to be 100% compliant.
Automatic Level 4 rating irrespective of

a)

b)

10.3.2

Exempted Micro Enterprises (EMEs) are defined by the Codes as companies with an
annual total turnover of R5 million or less. EMEs enjoy a deemed BBBEE recognition
of a Level 4 contributor. EMEs which are either 50% Black owned or 50% Black
women owned are promoted to a Level 3 contributor.
Sufficient evidence of qualification as an EME Is an auditor's certificate (auditors
need not meet the prerequisite for Independent Regulatory Board of Auditors
flRBA") approval to provide B-BBEE assurance services for the purpose of
conducting verification and issuing EME B-BBEE certificates), a certificate issued by
an accounting officer as contemplated in the Closed Corporations Act 69 of 1984, or
a certificate issued by a Verification Agency accredited by SANAS.

In addition to the above, Bidders who wish to enter into a Joint Venture or sub-
contract portions of the contract to B-BBEE companies, must state in their bids
the percentage of the total contract value that will be allocated to such B-BBEE
companies should they be successful in being awarded any business. A rating

This v/ill depend on whether FRC (Current) and FRC (Future) will also be evaluated as part of Preference. Should it be
decided that only B-BBEE storecard is going to be used to evaluate preference, the total points for B-BBEE scorecard
may range from 20 to 40 points.

Chapter 10-
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certificate in respect of such B-BBEE JV-partners and / or sub-contractor/s, as
well as a breakdown of the distribution of the aforementioned percentage must
also be furnished.

10.3.3 Transnet has adopted a scoring methodology based on a maximum 20 to 40
points to be allocated to preference of which a maximum of 10 points will be
allocated to a Bidder based on its B-BBEE scorecard.

10.3.4 Based on the overall performance of a supplier using the Generic Scorecard, it
receives one of the following B-BBEE statuses and a point out of 10 is awarded
based on Figure [13] below:

BEE Status

^ y j Onj»_Cori Wbytqr

evel Two Contributor

Level Three
lonttbutur

Love] Four Contributor

Level Five Contributor

Level Six Contributor

Level Seven
lonbibutor

Level Eight
:ontributor

Non-Complinnt
Contributor

Qualification

1DO points on the Gtfnertc 5

Ten
Recognition Preference '

level Points based
on scorecard

>75but<85on thc&:n-.t[t

465Lbtrt<?5_on the Generic Scwvcard
£55 but <65 on the Generic Scorecard
£45 but <55 on the Generic Scorecard

>40 but <45 on the Generic Scorecard

£30 but «N0 on the Generic Scarecard

30 on Uie Generic Scorocsrd

13S% _.

ns%

110%

SOW:

1°.
9

8

6

4
3

2

1

Figure [13] - B-BBEE Scorecard

10.3.5 B-BBEE points must be claimed by Bidders utilising the B-BBEE Preference Points
Claim Form. This Claim Form must be listed as a returnable document and is
annexed as Appendix D.

10.3.6 Measurement based on Further Recognition Criteria (FRC) (Current)
Points will be allocated In respect of preference to measure the Respondent's
CURRENT B-BBEE status at the time of submission of their bid. These points are
allocated based on the extent to which the Respondent's current ownership,
management control and employment equity meets or exceeds certain minimum
targets. Please note that a Respondent's ownership, management control and
employment equity at the time of the submission of the bid, may differ from that
which is reflected In the B-BBEE scorecard. When claiming points for FRC
(Current) the bidder must reflect his B-BBEE status at the time of submitting the
bid. Supporting documentation may be requested in this regard. Please see Table
12 below - a guideline on evaluating FRC (Current).

Indicator
TABLE 12

Compliance n t of 10

roi t;at Pr
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Indicator

1. The percentage of r V '
business owned by

Black" persons.

;
2. The percentage of the

business owned by

Black Women.
. . .

1

3. The percentage of
the business owned

by black youth.

4. The percentage of
the business owned
by black youth and/or

black Persons living

v/ith Disabilities

5. The percentage of thebusiness owned by
Employment

Schemes/Co-
operatives.

B. Board Participation

1. The percentage of
Black Board members
in relation to the total
number of Board

members.

Required Responses

'nH'c^e ownership ii, liie lianas of
Black persons as a percentage of

total ownership of the organisation.

Indicate ownership in the hands of
Black women as a percentage of
total ownership of the organisation.

Indicate ownership in the hands of
Persons living with Disabilities as a

percentage of total ownership of
the organisation.

Indicate ownership in the hands of
Persons Irving with Disabilities as a
percentage of total ownership of
the organisation.

Indicate ownership in the hands of
Employment Schemes/Co-
Operatives as a percentage of total

ownership of the organisation.

1
(BP>:

Indicate the number of black Board
members as a percentage of the
total 8oard.

Compliance Target

Points will be
allocated for any

percentages >25%

o 100%, on a sliding
scale

Points will be
allocated for any

percentages >1O%
o 100%, on a sliding

scale

Points will be

allocated for any
percentages >5% to

100%, on a sliding

scale

Points will be
allocated for any

percentages >3% to
100%, on a sliding

scale

Points will be

allocated for any
percentages >S% to

100%, on a sliding

scale

Points will be
allocated for any

percentages >50%

to 100%, on a sliding
scale

Score out of 10

26 - 30% = 1
31-40% = 2
41 - 50% = 3
51 - 60% = 5
61 - 70% = 6
71 - 74% = 7

75-100% =10
10 - 20% = 1
21 - 30% = 2
31 - 40% = 4
41 - 50% = 5
51-60% = 6
61 - 70% = 7
71 - 75% = 8

76 - 100% = 10
6 - 20% = 1
21 - 30% = 2
31-40% = 3
41 - 50% = 4
51 - 60% = 5
61 - 70% = 6
71 - 80% = 7
81-90% = 8
91 - 95% = 9

96 - 100% = 10
3-5% = 1 1

5.1-7% = 2
7.1-10% = 3
11-20% = 4
21-30% =5
31-40% = 6
41-50% = 7
51-60% = 8
61-70% = 9

71-100% = 10
6 - 10% = 1
11-20% = 2
21 - 30% = 3
31 -40% =4
41 - 50% = 5
5 1 - 6 0 % - 6
61 - 70% s 7
71 - 80% = 8

80-100% = 10

51-55% = 1
56-60% = 2
61-65% = 3
66-70% = 4
71-75% = 5
76-80% = 6
81-85% = 7
86-90% = 8

•ii .>'.S..U- C
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Indicator

2. The percentage of
Black Female Board
members in relation
to the total number of :

Board members.

C Management (MC):

1. The percentage of

Black Senior Top
Management involved

in day to day
management of the
organisation, in

relation to the total
Top Management
cadre.

2. The percentage of
Black Middle

1 Management involved

in day to day
management of the
organisation, in
relation to the total
Middle Management
cadre.

3. The percentage of
Black Junior
Management involved

in day to day
management of the
organisation, in
relation to the total

Junior Management
cadre.

D. Employment Equity

1. The percentage of
Black employees as a

percentage of the
total workforce I.e. of
all employees in the

organisation.

Required Responses Compliance Target

Indicate the number of black female
Board members as a percentage of
the total Board.

Provide the percentage of Blacks
that are appointed by the Board
and operationally involved in the
day to day Top management of
the business, with individual
responsibility for overall and/or

financial management of the
business and actively involved in
the development and

implementation of overall strategy
of the organisation.

Provide the percentage of Blacks
appointed by the organisation in the

middle management cadre and
operationally involved in the day to
day management of the business,
with individual responsibility for a
particular area within the business
and actively involved in the day to
day management of the
organisation.

Provide the percentage of Blacks
appointed by the organisation in the
junior management cadre anc
operationally involved in the day to
day running of the business, with
individual responsibility for a

• particular area within the business

and actively involved in a
supervisory role with regard to the

day to day management of the
organisation.

(EE):

1 Indicate the number of Black
' employees as a percentage of the

organisation's total workforce.

Points will be
allocated for any

percentages >50%
to 100%, on a sliding

scale

Points will be
allocated for any

percentages >40%
to 100%, on a sliding

scale

Points will be
allocated for any

percentages >63%
to 100%, on a sliding

scale

Points will be
allocated for any

percentages >68%
to 100%, on a sliding

scale

Points will be
allocated for any

percentages >65%
to 100%, on a sliding

scale

Score out of 10

91-95% = 9

96-100% = 10

51-55% = 1

56-60% - 2
61-65% = 3

66-70% = 4
71-75% = 5
76-80% = 6

81-85% = 7
86-90% = 8
91-95% = 9

96-100% = 10

41-45% = 1
46-50% = 2

51-55% = 3
56-60% = 4

61-65% = 5
66-70% = 6

71-75% = 7
76-80% = 8
81-85% = 9

86-100% = 10

64-67% = 1

68-71% = 2
72-75% = 3
76-79% = 4
80-83% = 5
84-87% = 6

88-91% = 7
92-95% = 8

96-100%= 10

69-71% = 1
72-74% = 2

75-77% = 3
78-80% = 4

81-83% = 5
84-86% = 6

87-89% = 7
90-92% = 8
93-95% = 9

96-100% = 10

66-68% - 1
69-71% = 2
72-74% = 3

75-77% = 4

78-80% = 5
81-83% = 6
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Indicator
•

2. The percentage of
Black women

employees as a
percentage of the
total workforce.

3. The percentage of
Black youth and/or
Black disabled
employees in relation
to the total number of
employees in the

organisation.

Required Responses

Indicate the number of Black
women employees as a percentage

of the organisation's total
workforce.

Indicate the percentage of Black
disabled employees in relation to

the total of all employees in the
organisation.

Compliance Target

Points will be
allocated for any

percentages >40%
to 100%, on a sliding

scale

Points will be
allocated for any

percentages >2% to
10%, on a sliding

scale

S C??O U t_tf1 0 j*"
8-i-S6% = 7
87-89% = 8

90-92% = 9
93-100% = 10

41-45% = 1

46-50% = 2

51-55% = 3
56-60% = 4

61-65% = 5
66-70% = 6

71-75% = 7
76-80% = 8
81-85% = 9

86-100% = 10
3%= 1
4% = 2

5% = 3
6% = A
7% = 5

8% = 6
9% = 7
10% = 8

11 -12% = 9

13 - 15% = 10

Once all FRC (Current) evaluation criteria have been scored, the scores must be reduced to the weighting
allocated to FRC (Current).

For example, assume a weighting of 10 points has been allocated to FRC (Current). A particular Bidder
scored 100 for FRC (Current) out of 130 points (as there are 13 criteria for FRC (Current) scored out of
10). The Bidder's score must be divided by 130 and multiplied by the weighting of 10 in order to obtain the
weighted score for FRC (Current) i.e. — x 10 = 7.7

10.37 Measurement based on Further Recognition Criteria (FRC Future)
In addition to points allocated on the basis of the scorecard and FRC (Current),
further points may also be allocated in respect of FRC (Future). Bidders may earn
points for FRC based on the extent to which they commit to improving their B-
BBEE status over the contract period. Points are allocated on an ascending scale
calculated on the extent to which Bidders propose to maintain, meet or exceed
Transnefs compliance targets. The contract with the Successful Bidder must
contain a penalty clause which stipulates the penalties that will be imposed by
Transnet, should the Bidder fail to meet the preference targets in the contract.
Furthermore, failure to achieve FRC Future targets will result in breach of contract
and provide Transnet with cause to terminate/cancel the contract. Milestones In
terms of achievement of FRC (Future) targets per year must be stipulated in
suppliers' contracts so that penalty/breach of contract clauses may be invoked if
required.Please see Table 13 below - a guideline on evaluating FRC (Future).

Cl)=p[=' 10: Preferential Procurement Appr.-s>cn
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TABLE 13

Indicator Required Responses Compliance Target Score out of 1 0 — ;

1. The percentage of the
business owned by Black
persons.

2. The percentage of the
business owned by Black

women.

3. The percentage of the
business owned by Black
youth

4. The percentage of the
business owned by Black
Persons Irving with
Disabilities

5. The percentage of the

business owned by
Employment Schemes/Co-
Operatives.

Provide a commitment based on
the extent to which ownership in
the hands of Black persons as a

percentage of total ownership of
the organisation v/ill (a) be

increased; or (b) be maintained in

excess of the compliance target
over the contract period.

Provide a commitment based on
the extent to which ownership in
the hands of Black women as a

percentage of total ownership of
the organisation will (a) be

increased; or

(b) be maintained In excess of the
compliance target over the

contract period.

Provide a commitment based on

the extent to which ownership in
the hands of black youth as a
percentage of total ownership of
the organisation will (a) be
increased; or (b) be maintained in

excess of the compliance target
over the contract period.

Provide a commitment based on
the extent to which ownership in

i the hands of persons living with
disabilities as a percentage of tota
ownership of the organisation will

(a) be increased; or (b) be
maintained in excess of the
compliance target over the
contract period.

Provide a commitment based on
the extent to which ownership in

the hands of Employment
Sch ernes/Co-Operatives as a
percentage of total ownership of
the organisation will (a) be
Increased; or (b) be maintained in

excess of the compliance target
over the contract period.

Score will be allocated
for any percentages
>50%tol00%, on a

sliding scale

Score will be allocated
for any percentages
>30%to 100%, on a

sliding scale

Points will be allocated

for any percentages
>5to 100%, on a

sliding scale

Points will be allocated
for any percentage

above 3%to 100% on
a sliding scale

Points will be allocated

for any percentages
>10%tol00%, ona

sliding scale

B. Board Participation (BP):

51-55% = 1
56-60% = 2

61-65% = 3
66-70% = 4

71-75% «= 5
76-80% = 6
81-85% = 7
86-90% = 8

91-95% = 9
96-100% = 10

31-35% = 1
36-40% = 2

41-45% = 3
46-50% = 4

51-55% = 5
56-60% = 6

61-65% = 7

71-75% = 9
76-100% = 10

1 « 6 -20%
2 = 21-30%

3 = 31-40%
4 =41-50%
5 = 51-60%

6 = 61-70%
7 = 71-80%
8 = 81-90%
9 = 91-95%

10 = 96-100%

3-5% = 1
5.1-7% = 2
7.1-10% = 3

11-20% = 4
21-30% =5
31 ̂ 10% = 6
41-50% * 7
51-60% = 8

61-70% = 9
71-100% = 10

11-20% = 1
21-30% = 2
31-40% = 3
41-50% = 4

51-60% = 5
61-70% = 6
71-80% = 7
81-90% = 8

9 1 - 100% = 10

.V I'
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Indicator
1. The percentage of Black

Board rriembu/i m i elation
to the total number of
Board members.

Required Responses Compliance Target
' r - _ ^ . - P r i _ _ I ' ^- - ^ i - ,!

Provide 3 commifrrpnt b-s-d
the extent to which the number of
black Board members as a
percentage of the total Board will
(a) be increased; or (b) be
maintained

in excess of the compliance target
over the contract period.

?cc.!c i.vi!I bk. allocated
for any percentages
>50%to 100%, on a

sliding scale

Score out of 10
51-55% = 1
56-60% = 2
61-65% = 3
66-70% = 4
71-75% = 5
76-80% = 6
81-85% = 7
86-90% = 8
91-95% = 9

96-100% = 10

2, The percentage of Black
Female Board members in
relation to the total
number of Board
members.

Provide a commitment based on
the extent to which the number of
Black Female Board members as a
percentage of the total Board will
(a) be increased; or (b) be
maintained

In excess of the compliance target

over the contract period.

Points will be allocated

for any percentages
>50% to 100%, on a

sliding scale

C. Management (MC):
1.The percentage of Black

Senior Top Management
involved in day to day
management of the
organisation, in relation to
the total Top Management
cadre.

2.The percentage of Black
Middle Management
involved In day to day
management of the
organisation, in relation to
the total Middle
Management cadre.

Provide a commitment based on
the extent to which the
percentage of Blacks appointed by
the Board and operationally
involved in the day to day Top
management of the business,
with individual responsibility for
overall and/or financial

management of the business and
actively involved in the
development and implementation
of overall strategy will (a) be
increased; Dr (b) be maintained in
excess of the compliance target
over the contract period.

Provide a commitment based on

the extent to which the
percentage of Blacks appointed by
the organisation in the middle
management cadre and
operationally involved In the day
to day management of the
business, with individual
responsibility for a particular area
within the business and actively
involved In the day to day
management of the organisation

will

(a) be increased; or (b) be
maintained in excess of the
compliance target over the

Score will be allocated
for any percentages
>40%to 100%, on a

sliding scale

Score will be allocated
for any percentages
>63% to 100%, on a

sliding scale

51-55% = 1
56-60% = 2
61-65% = 3
66-70% = 4
71-75% = 5
76-80% = 6
81-85% = 7
86-90% = 8
91-95% = 9

96-100% = 10

46-50% = 2
51-55% = 3
56-60% = 1
61-65% = 5
66-70% = 6
71-75% = 7
76-80% = 8
81-85% = 9

86-100% = 10

64-67% = 1
68-71% = 2
72-75% = 3
76-79% = 4
80-83% = 5
84-87% = 6
88-91% = 7
92-95% = 8

96-100% = 10

10-
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'(.•*

indicator Required Responses Compliance Target

3.Till- percentage or" Black
Junior Management
involved in day to day
management of the
organisation, in relation to
trie total Junior
Management cadre.

contract period.

Provide a commitment based on
the extent to which the
percentage of Blacks appointed by
the organisation in the j un io r
management cadre and
operationally involved in the day
to day running of the business,
with individual responsibility for a
particular area within the business
and actively involved in a
supervisory role with regard to the
day to day management of the
organisation will (a) be increased;
or (b) be maintained in excess of
the compliance target over the
contract period.

Score out of 10

Score will be allocated

for any percentages
>68% to 100%, on a

sliding scale

D. Employment Equity (EE):
The percentage of Black
employees as a
percentage of the total
workforce I.e. of all

employees in the
organisation.

2. The percentage of Black
women employees as a
percentage of the total
workforce.

Provide a commitment based on
the extent to which the number of
Black employees as a percentage
of the organisation's total
workforce will (a) be increased; or
(b) be maintained In excess of the
compliance target over the
contract period.

Provide a commitment based on
the extent to which the number of
Black women employees as a
percentage of the organisation's
total workforce will [a) be
increased; or (b) be maintained in
excess of the compliance target
over the contract period.

3. The percentage of Black
youth and/or Black
disabled employees in
relation to the total
number of employees in
the organisation.

Provide a commitment based on
the extent to which the
percentage of Black disabled
employees in relation to the total
of all employees in the
organisation will (a) be increased;
or (b) be maintained in excess of
the compliance target over the
contract period.

Score will be allocated
for any percentages
>65% to 100%, on a

sliding scale

Score will be allocated
for any percentages
>40% to 100%, on a
sliding scale

Preferential Procurement (PP):

Score will be allocated
for any percentages
>2% to 10%, on a
sliding scale

69-71% = 1
72-74% = 2
75-77% = 3
78-80% = 4
81-83% = 5
84-86% = 6
87-89% = 7
90-92% = 8
93-95% = 9

96-100% = 10

66-68% = 1
69-71% = 2
72-74% = 3
75-77% = 4
78-80% = 5
81-83% = 6
84-86% = 7
87-89% = 8
90-92% = 9

93-100% = 10
41-45% = 1
46-50% = 2
51-55% = 3
56-60% = 4
61-65% = 5
66-70% = 6
71-75% = 7
76-80% = 8
81-85% = 9

86-100% = 10

3 % = 1
4% = 2
5% = 3
6% = 4
7% = 5
8% =6
9% = 7
10% = 8

11 - 12% = 9
13 - 15% = 10

c-: II.
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Indicator

1. 8-BBEE procurement
spend i'iom all suppliers
based on the B-BBEE

procurement recognition
level as a percentage of
total measured

procurement spend

2. B-BBEE procurement
spend from QSEs based
on the applicable B-BBEE

procurement recognition
levels as a percentage of
total measured

procurement spend.

3. B-BBEE procurement
spend from EMEs based
on the applicable B-BBEE
procurement recognition
levels as a percentage of
total measured
procurement spend.

4. B-BBEE procurement
spend from any of the

following suppliers as a
percentage of total
measured procurement
spend:

• Suppliers who are
more than 50%
Black-owned

• Suppliers who are

more than 30% Black
, women-owned

Required Responses

Provide a commit'- • ' -

the extent to which B-BBEE spend
will (a) be increased; or (b) be

maintained in excess of the
compliance target over the
contract period.

Provide a commitment based on
the extent to which B-BBEE spend
from QSEs will (a) be increased;
or (b) be maintained in excess of

the compliance target over the
contract period.

Provide a commitment based on

the extent to which B-BBEE spend
from EMEs will (a) be increased;

or (b) be maintained in excess of
the compliance target over the
contract period.

1 Provide a commitment based on
the extent to which spend from

| suppliers who are more than 50%
Black owned or 30% Black women
owned will (a) be increased; or (b'
be maintained in excess of the

| compliance target over the
contract period.

• - -

Compliance Target

_: i i '~ I'.HI i/c

llocated for any
ercentages >50%

o 100%, on a sliding
scale

Score will be
allocated for any

percentages >10%
o 100%, on a sliding
scale

Score will be

allocated for any

percentages >10%
to 100%, on a sliding
scale

Score will be

allocated for any
percentages >15%
to 100%, on a sliding

scale

Score out of 10

Ji-M JU = 1

56-60% = 2
61-65% = 3
66-70% = 4
71-75% = 5
76-80% = 6
81-85% = 7
86-90% = 8
91-95% = 9

96-100% = 10
11-20% = 1
21-30% = 2
31-40% = 3
41-50% = 4
51-60% = 5
61-70% = 6
71-80% = 7
81-90% = 8
91-95% = 9

96-100%= 10
11-20% = 1
21-30% = 2
31-40% = 3
41-50% = 4
51-60% = 5
61-70% = 6
71-80% = 7
81-90% = 8
91-95% = 9

96-100% = 10
16-20% = 1
21-30% = 2
31-40% = 3
41-50% = 4
51-60% = 5
61-70% = 6
71-80% = 7
81-90% = 8
91-95% = 9

96-100% = 10

B.( Entefp

1. Tne organisation's annual l ide a commitment based on the
spend on Enterprise
Development as a
percentage of Net Profit
after Tax (NPAT)

extent to which your
organisation's annual spend on
Enterprise Development initiatives
as a percentage of its Net Profit
after Tax will (a) be increased; or
(b) be maintained in excess of the
compliance target over the
contract period.

Scores will be
allocated for any
percentages > l % o f
NPAT, on a sliding
scale

OR
based on the actual
Rand-value spent on
ED

1%-l.T/o = 1
1.5-2.9% = 2
3%-4.9% - 3
5% -10% = 4

= 10
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Once all FRC (Future) evaluation criteria have been scored, the scores must be reduced to the weighting allocated
Iz
For example, assume a weighting of 15 points has been allocated to FRC (Future). A particular Bidder scored 100
for FRC (Future) out oF 180 points (as there are 18 criteria for FRC (Future) scored out of 10). The Bidder's score
must be divided by 180 and multiplied by the weighting of 15 in order to obtain the weighted score for FRC
( F t ) i ^ 15 = 8.33(Future) i.e. ^

160

Page 61- c f
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CHAPTER 1 1 : LOCAL CONTENT

11.1 Increased Local Production and Content ("LC") forms an integral component of Transnefs Supply Chain
Strategy. This is aligned to Government's vision as articulated in IPAP 2 and the NGP as well as
Transnets Supply Chain Policy. Transnet Entities are therefore required to actively promote local content
and production In their bidding processes.

11.2 Designated sectors

11.2.1 The PPPFA Regulations, 2011 which came into effect on 7 December 2011,
prescribe how Local Production and Content is to be measured In public sector
Bids. In accordance with Regulation 9(1), when issuing bids involving "designated
sectors" Transnet must advertise such bids with a specific Bid condition that only
locally produced goods, services or works which meet a stipulated minimum
threshold for Local Production and Content will be considered.

11.2.2 Designated sectors are those sectors which have been designated by the
Department of Trade and Industry ("DTI") for Local Production and Content. The
foliowing table indicates the designated sectors and minimum threshold for local
content as determined by the Department of Trade and Industry and National
Treasury:

TABLE 14

Designated sector Prescribed minimum %
for local content

Textile, clothing, leather and footwear 100%

Power Pylons (not Including Steel) 100%

Rolling Stock 65%

Canned/processed vegetables 80%

Buses (bus body) 80%

11.2.3 Please note that the above reflects only the first wave of designated sectors as at
the date of issue of this PPM. Future changes to the list of designated sectors
and/or the applicable thresholds will be communicated as they are issued by
National Treasury.

11.3 Non designated sectors

11.3.1 When Issuing bids in sectors that have not been specifically designated for Local
Production and Content ("non designated sectors"), Transnet will actively promote
Local Production and Content where possible. Therefore, before approaching the
market, Transnet Entities are required to conduct proper market analysis to
determine on a case by case basis whether opportunities for Local Production and
Content exist. Where opportunities do exist, this must be reflected in the

0058-0373-0001-0231
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procurement strategy. Furthermore, in accordance with Regulation 9(3), the RFP
must reflect the minimum threshold for LC that must be met by bidders to qija'ify
for further rons i ^ rs tbn . Bidders WHO rail to achieve the set minimum
thresholds will be disqualified from the bidding process.

11.3.2 In this regard Transnet must consciously look for ways to incorporate local
content in its tenders, where appropriate, particularly where the tender falls
within one of the sectors clusters identified in IPAP I I . These sector clusters are
as follows in terms of the IPAP 2012/2013 - 2014/2015:

a) Cluster 1 Qualitatively New Areas of Focus

Metal fabrication, capital and transport equipment sectors;

Oil and gas sectors;

'Green' and energy saving industries;

Agro-processing linked to food pricing and security; and

Boatbuilding.

b) Cluster 2 Scaled up and Broadened Interventions in Existing IPAP
Sectors

Automotive products and components;

Plastics, Pharmaceuticals and chemicals;

• Biofuels;

Forestry, paper, pulp and furniture;

Strengthening of links between cultural industries and tourism; and

Business processing.

c) Cluster 3 Sectors with Potential for Long Term Advanced Capabilities

Nuclear;

Advanced Materials; and

Aerospace.

11.4 Definition of LC

11.4.1 Local Content is defined as that portion of the Bid price which is not included in
the Imported Content, provided that local manufacture actually does take place.
Local Production and Content is therefore determined as a percentage of the Bid
price. For example, if the stipulated minimum threshold for Local Production and
Content is 60%, this means that 60% of the Bid price must be spent on Local
Production and Content (i.e. everything that is not included in Imported Content.)
"Imported Content" is given a very specific meaning in the regulations. It means
" that portion of the tender price represented by the cost of components, parts or
materials which have been or are still to be imported (whether by the supplier or
its subcontractors) and which costs are inclusive of costs abroad, plus freight and
other direct importation costs, such as landing costs, dock dues, import duty,
sales duty or other similar tax or duty at the South African port of entry."

11.5 Evaluation of LC
11.5.1 The calculation of LC can therefore be expressed in the following simple formula:

Bid price-value of Imported Content (cost of components, parts & materials)

= value of Local Production & Content

ler 11 Local Content Page !\ O' i'

August 2012
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The value of the Local Content must be reflected as a percentage of the bid
price to determine whether ft meets the stipulated minimum threshold.

11.5.2 National Treasury requires that the value of Local Production and Content be calculated

according to the following formula:

Where

x imported content

y bid price excluding VAT

Prices referred to in the determination of x must be converted to Rand (ZAR) by using
the exchange rate published by the South African Reserve Bank at 12:00 on the date,
one week (7 calendar days) prior to the closing date of the Bid.

11.6 DTI and National Treasury are in the process of issuing directives and guidelines to ensure
compliance with the regulations. These directives and guidelines will be provided to Transnet
Entities as soon as they have been issued by DTI and NT.

11.7 It is important to note that LC does not form part of SD evaluation and must be evaluated as
the first threshold in the evaluation process. The evaluation of LC must not overlap or be
duplicated in the evaluation of "local capability and capacity building" which forms part of the
SD evaluation. LC is purely concerned with the percentage of the bid price that will be spent
locally, ' local capability and capacity building" on the other hand also takes non monetary
measurements into account, such as the number of local suppliers to be utilised, etc.

11.8 It is a requirement of National Treasury that the Declaration Certificate for Local Content (SBD
6.2) form part of the RFP, whenever a minimum threshold for LC Is required. In such
instances, SBD 6.2 must be listed as a compulsory returnable document. SBD 6.2 has been
annexed as Appendix E,

11.9 Note: LC will always be the first threshold - i.e. LC will always be evaluated as a first step, to
determine whether bids comply with the minimum stipulated threshold for that particular
designated sector or non designated sector where Transnet intends to set a minimum
threshold for LC. Bidders that do not meet the set minimum threshold for LC must be rejected
at this stage.

Chapter i i : Local Content Page 72 of K-2

st 2012

0058-0373-0001-0233

TRANSNET-REF-BUNDLE-02661



774

CHAPTER 12 : DETERMINING SD APPROACH AND DESIRED SD OUTCOMES

SD (including CSDP and/or B-BBEE) should form an integral part of the procurement strategy in every
procurement transaction. The nature and extent of the SD opportunities will depend on the nature of
the transaction.

Increased Competitiveness, Capability and Capacity (IC3) matrix:

Transnet's SD approach is to leverage the MDS
infrastructure programme to foster economic growth
and promote transformation

SD objectives

-* Address eajrwmlc disparities
antf entrenched sodaj
Inequalities thnxigh the use oft

- f=RC(CifT6nt aid ftiure)
- Genarfc B-E8EE scareerd

OivnerfcJtfp

Proarement
Management control

Socio economic

• Skills devoiopment
- Wntmtfn B-B6EE

thresholds
- S e t asides

SD approach

Programmatic

H
Strategic

I

Small Busfn ass

f I

SD objectives

proa«jnent by Including:
- IndusbiaJfsaUon
- Lccafcapabilttyaeapadty

building
- PromotJr^technology

trensfer
- Jobcreatfonand

- Developing Inciittry-

promoticin
- Rural Integration

r
Figure [14] - SD Approach

The Figure referred to above, categorises SD opportunities based on their value, extent of industrial
leverage and strategic importance to Transnet.

12.1 SD CATEGORIES

All transactions involving SD should be evaluated against the IC3 Supplier Development Matrix.
The IC3 Supplier Development Classification Matrix assists in categorising opportunities according
to their industrial leverage, value leverage and strategic importance to Transnet. Once
opportunities are Identified it will be possible to identify the tools that should be implemented to
maximise the full SD potential from these opportunities.

The categories of SD identified in the Matrix are as follows:
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12.1.1 Programmatic

Programmatic InTMatives follovv a lonyer than normal planning horizon and
generally exceed the funding capacity of Transnet's balance sheet. They are
identified either in IPAP II or through Transnet as a strategic fleet. Collaboration
between the SOC and Government is achieved through focused task teams
whereby infrastructural development and industrialisation are attained through
joint support and in some cases public spending.

Investment is focused in plant, technology and skills in both intermediate and
advanced capabilities to develop competitive advantage. An example is the
Transnet locomotives fleet.

12.1.2 Strategic

Strategic initiatives follow a 3 to 5 Year planning horizon, involving investment in
technology and/or skills in intermediate capabilities to achieve local capability and
capacity building. This ensures that multinational corporations, original equipment
manufacturers (OEMs) and service providers develop a certain percentage of their
Goods locally. Strategic initiatives can therefore be used to achieve local
capability and capacity building objectives by increasing the competitiveness,
capability and efficiency of local suppliers. Strategic initiatives can sometimes
focus on advanced capabilities but will in most cases require government support
to develop local capability.

12.1.3 Focused

Focused initiatives Include all medium to high value transactions with limited
industrial leverage and medium to low strategic importance. These initiatives
address short to medium term contracts that can be leveraged to encourage
supplier and product development. The focus on Investment in technology or
skills enhances existing local industrial capability and/or the ability to supply
strategic Services. Emphasis will largely be placed on benefiting previously
disadvantaged individuals. The overall result improves the socio-economic
environment by creating competitive local suppliers. It furthers the objectives of
empowerment, transformation, regional development and rural upliftment.

12.1.4 Small Enterprise Development

Small Enterprise Development transactions are typically of low value and have no
industrial leverage as it is characterised by low complexity Goods and high
competition. These initiatives concentrate on increasing the capability of small
local suppliers and are targeted toward previously disadvantaged individuals and
communities, providing basic skills development and improving local employment
and quality job creation. It includes a wide range of financial and non-financial
Services that help entrepreneurs to start new businesses and to grow existing
ones.

12.2 CATEGORISATION OF TRANSACTIONS INTO THE RIGHT SD QUANDRANT

Transnet has designed a focused four-step process for identifying high value generating SD
opportunities (see Figure [15] below). The process takes Transnet's CAPEX and OPEX spend
and then filters specific commodities by value to identify significant spend items. Significant
spend items are likely to have the most leverage for SD opportunities. The industrial leverage
analysis provides a view on the risk and the complexity of the commodity to understand the
risk to the supplier and to Transnet. The process needs to be conducted in its entirety in
order to determine the true nature of the opportunity as there are various elements which
impact on the categorisation of opportunities. Each transaction must be analysed on a "case
by case" basis, taking cognisance of the nature and complexity that is involved in that
particular SD activity.

\2. Det-rrr.imnrj Supplier Development J^prMCh Page 7-i of 202

August 2012

0058-0373-0001-0235

TRANSNET-REF-BUNDLE-02663



776

* . Teamed Sp«sS
Anferif

3 jasr droop

VohwHstrfa

Matrix

Suppbex
Hufcet
Hitrtx

A spend analysis of the

Opex spend vakje and
associated spend
timeline is conducted.

Through itie spend
analysis,
comma dttlesirrfl be
plotted based on
Ihetrrespettfre
cost values,, onto

leverage quadrate
Informed bytiie
Supplier Maifcet
Intelligence Matrix,
as this will pnr/fde
guidance on how
each spend
category will be
treated and what
policy envfronment
will be applicable.

Industrial leverage Is
comprised of:
• Industrial Complexly.
•Commeftbland
tedinlcal risks.

• SuppliertntdllgencE.
•Thenumberofunts
purchased and the
duration of
procurement?

Based on this ana!/sts
opportunliesare
furtherposiuonedon
the framework.

This ana (yds further
classfiffittie
opportunlies into
direct, Indirect and
comfrunrty
categories toensure
appropriate
prforitiaatlonlsgiven
tnward the category
and to further ensure
focus

Priorities are then
articulated in theSDP
and detailed action
plans are developed
to ensure value
capture.

Figure [IS] - 4 Step Process _J
This process (s briefly described above, but a detailed description can be obtained in the Transnet
Supplier Development Plan.

12.3 SUPPUER DEVELOPMENT (SD) EVALUATION CRITERIA

If a specific commodity has been earmarked as a SD commodity, SD should be included in the
evaluation criteria. A rigid "one size fits all" approach cannot be implemented as each
procurement transaction will need to be evaluated on its own merits based on the nature of
the transaction with specific focus areas. The assistance and guidance of the SD COE must
always be sought when developing SD criteria.

Depending on the supplier market and what Is feasible and achievable on a specific bid, SD
criteria will differ on a case by case basis. For example, in one case local manufacture, local
assembly, industrialisation may be feasible, whilst in another the focus may fall on skills
transfer, job creation/preservabon and skills development {Figure [16]^ below).

Xi E«!t«.":»fiif;fj Siippter e ;•"•; -J ??-
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The IC3 framework developed by the DPE was adopted to
assist in the pnoritisation of SD opportunities and includes
transformation

Figure [16] - SD Criteria

"Tliese broadly stated evaluation criteria that were developed during the planning phase, should
be broken down into specific measurable components and incorporated in the bid documents.
This is shown in the table below:

TABLE 15

Evaluation
criteria

Industrialisation

Measurable areas

• Value of investment in
plant

• % of Local Content
utilised in the
investment in plant

• Reduction in import
leakage

• Potential increase in
export content

Further explanation

• Quantification of the monetary value invested
in machinery, equipment, buildings

• % of the value invested in machinery,
equipment, buildings that are sourced from
local companies

• A percentage indication of the increase in
locally supplied Goods and therefore the
resultant decrease in imports as a result of the
contract

• The % increase in exports that will result from
increased industrial capability developed in
relation to the award of the contract

cf >
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Capability &
capacity building

% Local Confer;

Value of local parts in
relation to the bill of
materials

Value spent on local
suppliers

Number of local
suppliers in the supply
chain of the Bidder

Planned use oT IGUJI p<n^ c i a percentage of
the total contracted items

Planned monetary value of the parts utilised in
the bil! of materials (as a percentage of the
total spend)

Planned percentage monetary value spend on
procurement of Goods and Services procured
from SA suppliers

Number of South African suppliers that are to
be utilised in the fulfilment of the contract

Technology
transfer and
susta inability

Skills
development

Technology transfer
including:

o Methods of
manufacturing

o Introduction of
new technologies

c IP transfer (no.
and value)

Number company
employees to be
trained including:

c Number of
artisans

c Number of
techniaans

c Number of Black
People

c Total number of
people

Number of downstream
supply chain individuals
to be trained, including

o Number of
artisans

o Number of
technicians

o Number of Black
People

o Total number of
people

• Certified training

• Rand value on training
to be spent in the
industry

- Number of bursaries /
scholarships (specify
field of study)

Introduction of a new/improved method of
manufacturing

> Provision of new technologies

:• For processes

c ICT

: The transfer of patents, trademarks and
copyrights

• No. of individuals within the company (in
South Africa) that the supplier plans to train
over the contract period; training undertaken
in the previous Year will not be taken into
account as past employee training appears in
the skills development pillar of the BBBEE
scorecard; criteria broken down as for
industry training above

• No. of individuals that the supplier plans to
train in the industry over the contract period;
training undertaken In the previous Year will
be taken into account to make allowance for
suppliers who have just completed a training
drive within the industry

• What percentage of training for 1 and 2 above
complies with local and/or international skills
accreditation

• Total planned monetary value spend (as a %
of contract value) on skills
development/training for the contract period
within the industry; money spent in the
previous Year will be included in Year 1 to
make allowance for suppliers who have just
completed a training drive within the industry

• The number of higher education
bursaries/scholarships provided in the
previous Year and planned for the duration of
the contract

• The number of apprentices that the company
plans to enlist during the course of the
contract

« The monetary value that the supplier is

Chapter 12: Deis; mining Supplier Cevelopmen: Aporoach

August 2012
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Biteria
Number of a
(specify

Investment In schools
in specific sectors (e.g.
engineering)

•• • - i i to invest in the development and
running of schools to increase technical skills
development

Small business
promotion

% of planned
procurement from Q5Es

% of planned
procurement from
EMEs

% of planned
procurement from
start-ups

Non-financial support
provided to small
business

Joint ED initiatives with
Trans net

Refers to the planned procurement from small
business as a % of the total planned
procurement spend

Suppliers will be given a point for each non-
financial ED support that they are planning to
give to small business e.g. Professional
support; employee time allocated to assisting
small business

Suppliers will be given a point for each
financial ED support initiative that they are
planning to undertake during the contract
period e.g. Shorter payment terms; interest
free loans

The number of ED initiatives that the supplier
will jointly run with Transnet:

That are aligned to Transnefs objectives

That are financial or non-financial in nature

Rural
development
and regional
integration

Number of local
employees

Value spent on local
business

Proximity of business to
operations

Number of rural
businesses to be
developed

CSI spend

Number of people to be employed from within
the town / city of operation

Monetary value to be spent on business within
the town / city of operation

The locality of the bidder's business In relation
to operations. Preference is given to regional
(provincial) locality

The monetary value of CSI to be spent on
rural community development projects

12.4 SUCCESSFUL BIDDER'S FAILURE TO MEET SD TARGETS

The contract with the Successful Bidder must contain a penalty clause which stipulates the
penalties that will be imposed by Transnet, should the Bidder fail to meet the SD targets in the
contract. Furthermore, failure to achieve SD targets will result in breach of contract and
provide Transnet with cause to terminate/cancel the contract with the Successful Bidder.
Milestones In terms of achievement of SD targets per year must be stipulated in suppliers'
contracts so that penalty/breach of contract clauses may be invoked if required.

Cnapter 12 Determining SLpclier Development Approach

August 2C12
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CHAPTER 13 : DETERMINING BID EVALUATION CRITERIA

13.1 CHOOSING AN APPROPRIATE EVALUATION METHOD

There are two possible evaluation methods that can be followed when evaluating a bid.

Method 1 follows a two-stage methodology where minimum thresholds are set for Local
Content (where applicable - designated sectors), B-BBEE/SD and Quality. Only those bidders
that meet (or exceed) the relevant minimum thresholds, advance to the next evaluation
phase (step 6 in diagram below, where Price/TCO, SD and BBBEE are scored using the pre-
determined weightings. Method 1 is the preferred method for evaluating bids within
Transnet. Method 2 is used only in instances where Quality is of critical importance and
assigned a greater weighting than price in Step 6 of Phase 2 (SD, B-BBEE and FRC weights
remain unaffected).

13.1.1 Method 1 (Preferred Method)

PHASE1

Stepi

Administrate
•esponsiveness

Step 2

Substantive
responsiveness

Step 3

Minimum
Threshold f c

Local
Content'

Step 4 Slep5

Minimum Minimum
Threshold for Threshold for
BBBE&SD functionaEty/

technical

PHASE 2

documents/ Pre-qja'iflcaton
schedules

»SD

•B-86EE
scorecart

Technical

functional

• W e n issuing a tender m a designated sector, Transnet musJ set a minimum threshold for Local Content When issuing a tender in a non
designated sector, Transnet has a disaetjon whether to indude a minimum threshold for Loo! Content or not Ho.vever, as a general rule Transnet
wiflsctivety pursue opportunities for Local Content in all bids.

Figure [17]: Method 1

Phase 1: A minimum threshold must be set for Local content (where applicable)
and both SD/B-BBEE and Quality. These are separate thresholds, and the Bidder
must meet the minimum criteria for ad of these in order to proceed to phase two.

Phase 2: The suppliers who meet the minimum threshold for Local content, SD and
Quality (phase 1) will then be evaluated against each other using price, SD and
BBBEE (including FRC) as criteria

v D-r-.' rr:-.cv; Fv
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13.1.2 Method 2
(An alternative used in limited instances where Quality is of critical importance)

• i

\ •

PHASE 1 PHASE 2

Sttpi Step 2

AdminislraBve Substantive
responsiveness responsiveness

Step 3

Mnlmum
Threshold for

Local
Content'

Step 4 Step 5

Mrfmum Minimum
Threshotdfor Threshold for
8B0EE/SD functkxiaBty/

technfca!

Stsp6

Weighted
scoring HOC

SUp7

Post lender
nego6a5on(if

applicable)

olo
REtimable

documents/ Pre-qualfficaSon
schedu'es

•SD

•&-BBEE
scorecad

Technical/

functional

FINAL
WEIGHTED

SCORE

"When bsmng a tender in a designated sector, Transnet must set a mmirrum threshoJd for Local Content. When issuing a tender in a non
designated sector, Transnet has 3 discretion whether to include a minimum threshold for Local Content or no t However, as 3 general n i e Transact
'.vifl actively pursue opportunrties for Local Ccrtert fri all bids.

Method 2

• Phase 1: A minimum threshold must be set for Local Content if applicable and both
SD/8-BBEE and Quality- These are separate thresholds, and the Bidder must meet
the minimum criteria for all of these in order to proceed to phase two.

• Phase 2: Quality/Functionality is included in the evaluation and has a higher
weighting than Price. The weightings allocated to SD, B-BBEE and FRC remain
unaffected.

13.2 CHOOSING APPROPRIATE EVALUATION CRITERIA

13.2.1 General principles

Evaluation criteria must be:

• Unambiguous. The bid documents must provide a complete explanation of the scope
of work as well as the criteria and sab-criteria that will be used in the evaluation of
bids. Care should be taken to ensure that the RFP does not contain any contradictory
clauses. Where drawings are included as part of the RFP, such drawings must be
completely aligned to the written description of the Goods or Services required.

• Rational and justifiable. Evaluation criteria must be rationally linked to the
projected procurement outcomes.

• Quantifiable. If a criterion cannot be measured, it should not be included as an
evaluation criterion.

v~. c'/nt .'»£ on C'iS-.-j i-',-3 "'•.I Of 4
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» Predetermined. Evaluation criteria must be stated upfront in the RFP document. No
evaluation criteria should be used in the evaluation process that were not stipulated in
the RFP document.

• Objective. Evdluauon criteria should not be written with a specific product in mind,
but should rather describe functional (as opposed to product specific) characteristics.

13.2.2 Quality criteria

Quality criteria must be determined taking into account the needs and expectations of
the end user with regard to functional outcomes of Goods or Service, i.e. conformance
to stated requirements. It is important to note that only necessary quality/ technical
criteria must be included as evaluation criteria. Quality evaluation criteria must not be
drafted in an exclusionary manner e.g. requesting 10 years experience in an industry
when actually 5 years experience would suffice. In developing Quality criteria, it is
necessary to consider how these items are to be measured, verified and evaluated in Bid
submissions.

a) Quality criteria may include criteria such as4:-
(i) technical merit;
(ii) aesthetic and functional characteristics;
(iii) safety characteristics;
(Iv) environmental characteristics (including green economy,

energy conservation and climate control);
(v) quality control practices;
(vf) reliability;
(vii) durability;
(vlll) method statement (including organization, logistics and

support resources) relevant to the scope of work;
(Ix) qualifications and demonstrated experience of key staff in

relation to the scope of work;
(x) demonstrated experience of the Bidder with regard to

specific aspects of the project/comparable projects;
(xJ) running costs;
(xii) after sales Service and technical assistance;
(xili) delivery date;
(xlv) delivery period or period of completion;
(xv) inspection or testing requirements;
(xvi) integration with other Goods / Services; and
(xvil) training requirements.

b) Where the weighting for Quality forms a significant part of the overall weighting, at
least 2 persons of the CFST who are conversant with the technical aspects of the
bid shall set the evaluation criteria and weightings. These persons shall also
determine the prompts or qualitative indicators for judgment, with fixed scores
assigned to each prompt. Quality must be scored in terms of such prompts for
judgment, individually and then averaged, subject to moderation.

c) It should also be determined whether interviews, site visits and presentations
should form part of the scoring, and if so, the relative weights assigned to each of
these must be determined. Triese aspects must be clearly dealt with in the RFP. It
is important to note that interviews, site visits and presentations should only form

* This section on quality is largely based on clause 4.3 of the CIDB Standard For Uniformity in Construction
Procurement

Chapter 13 Determining Evaluation Criteria
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part of the scoring if there are aspects of the bid that cannot be evaluated based
on the responses to the RFP document.

cij The evaluation of bids shall be based only on the information contained in Bid
submissions, and where relevant from interviews, presentations and site visits.

13.2.3 Price criteria

a) When dealing with more complex bids, the evaluation of price must involve an
evaluation of the Total Cost of Ownership (TCO). In such cases, Bidders must be
requested to provide all information relevant to the evaluation of TCO. It is
recommended that Bidders be provided with a comprehensive pricing schedule to
ensure that they all follow a standardised approach with pricing. This will facilitate
uniformity in the evaluation of price. The evaluation of TCO includes, but is not
limited to, factors such as:
• Installation costs;
• Warranties;
• Service and maintenance costs;
• Operating supplies;
• Storage costs;
• Commercial discounts;
• Incoterms;
• Price adjustment conditions; and
• Exchange rate fluctuations.

b) When calculating prices, only discounts which have been made unconditionally
must be taken into account during evaluation. However, where a discount is made
conditionally, such discount must, despite not being taken into account for
evaluation purposes, be implemented when payment is effected.

13.2.4 Preference criteria

All Bids should be evaluated against preference criteria. The preference criteria, as set
out in Chapter 10, should be included in the bid document.

13.2.5 Supplier development (SD) criteria

If a specific commodity has been earmarked as a SD commodity, then SD should be
included in the evaluation criteria. The SD criteria, as developed in Chapter 12, should
be included in the bid document.

13.2.6 Evaluation of financial stability

Depending on the type of Goods/Services being procured, it may be important that the
financial stability of Bidders be evaluated based on their audited financial statements,
etc. Depending on the importance of the financial stability of the successful Bidder/s,
financial stability may either be included as a p re-qualification criterion or an evaluabon
criterion. It Is important to note that the evaluation of financial stability will not feature
in every bid, particularly those which seek to advance Start-up and emerging
enterprises. Financial stability may also be evaluated at the discretion of the AC in terms
of paragraph 20.3.

ler 13- Determining Evaluation Criteria P=q* S? of 202
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13.3 DETERMINING THE WEIGHTING FOR EVALUATION PURPOSES

The weighting of the various components i.e. Quality, Price, SD, and B-BBEE need to be
considered on a case by case basis ss each procurement event wiil ditrer. It is important
that these be determined upfront and included in the RFX document. Once included in the
RFX document one cannot deviate from that and the evaluation has to be done strictly in
accordance with what was stated in the RFX document.

The weighting of Quality requirements as a whole, as well as the sub-requirements within
the Quality section, need to be carefully determined to ensure that the end
product/service is optimal and fit for purpose.

It is suggested that the component weighting should vary in terms of preference, SD and
Quality/price, depending on the particular IC3 quadrant, (see Figure /"i?/below).

Method 1 (Total points out of 100) Method 2 (Total points out of 100)

SITBO Enterprise

Development

•Wee:
SO:

• Freference/BBBEt:

-Storecard:
•FRC: current and future:

30-60
20-30
20-40

30

x+y

Price:

•SO:

• Preference/BE6£:
•ScDreord:
• FRC: current & future

3 5 - 6 5
15-25
2 0 - 4 0

10

Price:
SD:

• Preference/BBBEE;
-Storecard:
-FRC: orrent & future

45-65
IS
20-40

10
x+y

Sormafdpen'tenifer "
•fries:
•SO:

• PreferencE/SBBEE:
•Sayeard:
•FRC: current & future

50-70
10
20-40

10

x+y

tow Value Open Tender f<R5m)
•Price: M - 8 0
• en- 10-20

20-40

10
x

•Scorecard

• FRC: Current

Quotation

• Price:

•SO:

• Freferwc^88BEE:

-Storecard:

• FRC: Current

60-70
10-20
20-40

Price:
SO:

- Preference, BB3EE
-Scoreard;
•FRC: current & future:

30- SO
10-20
20
20-40

10
x+y

Quality:

'Pnce:

'SD:

• Prererence/BBBEF.;

-Storecard:

-FRC: curent & future

10
x-ry

30-50
10-23
20
20-40

Quality:
Price:
50:

- Prefere/ic£/383E:
•Storecard:
-FRC: a j ren iS future

25-35
20-30
15
20-40

10
x+y

10

" Konrei) "Open" Tender
•Quality:
•Price:
•SO:
• Prefererce/BBBEE:

•Scofecard:

-FRC: current and future

tow Value Open Tender (<R5frTT

• Quality:

•Price:

•SO:

• Preference/BBBEE:
• Smrecard

• FRC: Current

Quotation

•Quality:

•Price:

•SD

• Prafererce/BBBEE:

• Scorecard:

• FRC: Current

40
10-30
10
20-43

40-50
20-30
10-20
20-40

40
20-30
10-20
20-40
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13.4 It is important that all of the above should be carefully considered by the CFST and included
in the sourcing strategy, the RFX and RFX sign-of? template p;iui io truing the RhX to the
market, as neither the evaluation criteria, nor the weightings, nor the evaluation
methodology (I.e. Method 1 or 2) may be changed during the evaluation phase.

isi 13 Determining evaluation Catena Page E-'of 2
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* * *

CHAPTER 14 : MAIN PROCUREMENT MECHANISMS

,1 FACTORS TO CONSIDER WHEN SELECTING THE APPROPRIATE PROCUREMENT
MECHANISM

Sourdng/procurement strategies are dosely linked to the strategic importance and value of
the Goods/Services. The first step is to classify Goods/Services on a risk/value matrix. In
order to determine the importance of Goods/Services to Transnet as well as the appropriate
procurement mechanism to be used, the commodity should be plotted on the four quadrant
matrix below:

High

Low High

Figure [20] - Risk / Value Matrix

The following guidelines will assist in determining the correct procurement mechanism to use
depending on where in the matrix particular the Goods/Services are placed:

TABLE 1G

Type

Routine/
Transact] on a 1

Leverage

Characteristics

• Low risk; low spend

• Non-critica! items

• Many suppliers in the
market

• Objective is to minimise
spending significant
time and effort on
obtaining these Goods /
Services through'as
and when' contracts

• Low risk; high spend

• Non-critical items

• Many suppliers in the
market

Appropriate
procurement
mechanism/s

• Open Bid

• Quotation
system (only
when non
repetitive and
under R2
million)

• Open Bid

Possible
contract options

• nAs and when"
contract for
short and
medium term

• Transversal
contract

• Transversal
contract

• "As and when"
contract for
short and

•J - ;?
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Type

Bottleneck/

Development

Strategic

Characteristics

• Objective is to leverage
economies of scale

• High risk; low spend

• Limited suppliers

• These are items that
Transnet must have
but which are difficult
to obtain

• Critical items

• Includes specialised
equipment,
instrumentation or
software from
proprietary suppliers

• Objective is to secure
supply

• High risk; high spend

• These are items that
are critical to
Transnet's business

Appropriate
procurement
mechanism/s

• Two stage
bidding system

• Approved list

• Confinement

• Open Bid

• Two stage
bidding system

• Approved list

| • Confinement

Possible
contract options

medium term

• "As and when"
contract for
medium term

• Fixed quantity

• Medium to long
term contract

• Transversal
contract

Depending on the circumstances of each requirement for the
Services, any one of the following main procurement mechanisms
be utilised:

procurement of Goods or
or procurement paths may

WHAT IS THE
VALUE OF THE

GOODS SERVICES
I REGU!Rfc->

HOW OFTFtl DO I
N=.QU!RE: THESE

ROODS SERVICES:?

Value <R2m Once-off
transaction

Any value Repetitive
transaction

Limited
market"

Nennaly value
>R2m

Repetitive /Once-
off

transaction

Competitive
market'"

Open tender
process (Ice a!/

national)

t

Normafly vekje
>R2m

Repetitive /Once-
ort

transaction

Compettvs
ma rVet* "IU nknewn

matter*" P
• Known market - suppliers are listed on the vendor database
" United market - only a restricted number of suppliers exist eg Ong nal Equipment Manufacturers limited suppliers or a sole supplier
" • Competitive market - many suppOefs exist in the marke!
" " Unhjwwn market - there is no clear specification of requ rements and/or Ihe BvadaMity of the [foods/services i

Figure [21] - Procurement Mechanisms

•i.r=rr-i"t

, -.-•>» m.-nau u
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14.2 PROHIBITED PRACTICES

14,2.1 As a general rule, the quotation / bidding system must not be used merely to
obtain market related prices for budget or benchmarking purposes.

14.2.2 In cases where it is absolutely necessary to obtain test bids for budget
purposes only, the request to the market must dearly and unambiguously
state that the request for a quote is for budget purposes only and that no
business will be awarded against this invitation. Care should, however, be
exercised that such budget pricing exercise is not abused merely to give
certain contenders advance notification of a new project in the pipeline. I t
would be advisable to rather obtain test quotes from more than one, or even
better, all the known suppliers so as not to run the risk of being perceived to
have given only one contender advance notification.

14.2.3 Requirements may not be deliberately split into parts or items of lesser value
in order to keep the transaction value within a particular Delegation of
Authority level or to keep it below the threshold of an AC or a person with
higher Delegation of Authority. This is considered to be Parcelling.

14.2.4 Specifications should be functional and fit for purpose, rather than brand- or
product-specific. Specifications must not include any exclusionary terms.
Compiling a specification around one supplier's product is unfair and not
allowed.

14,3 THE QUOTATION SYSTEM FOR VALUES BELOW R2 MILLION REQUEST FOR
QUOTATION CRFQ")

Only used'faf transactions below R2 million in value

The Goods or Services must-be required on a non-repetitive basis

The market should be known

A minimum ofthree quotes must be obtained, where possible

14.3.1 Definit ion

The quotation system is a procurement system used for transactions below R2 million
that are required on a non-repetitive basis.

14.3.2 When to use the quotation system

b) The quotation system is intended for non-frequent purchases of fairly low
value. It should not be used on a continual / repetitive basis for the same
commodity i.e. instances where the same commodity is purchased
(sometimes even from the same supplier), but on different purchase
orders/requisitions. This will be regarded as Parcelling.

c) The quotation system is best suited in the following circumstances where:

(t) transactions are valued at less than R2 million;

(ii) the purchase is not required on a repetitive basis. Where the same
purchase is regularly made, consider a fixed term as-and-when-
required contract. I f market prices of the commodity are volatile and it
is Impossible to obtain firm prices for a specific period (even with price

Angus i'i'\3
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review mechanisms included), consider a short term as-and-when-
required contract;

(iii) the value of the transaction would make it impossible, impractical or
economically unviable to call for Open Bids; or

(iv) there are opportunities to develop suppliers in order to achieve
transformational objectives. This mechanism is considered to be the
best avenue to facilitate entry to the market for emerging small B-
BBEE companies.

14.3.3 Advantages and disadvantages of the quotation system

Advantages

Quick turn-around limes in
non-repetitive purchases

case of

Disadvantages

This procurement mechanism is not
the most cost-effective as the
benefit of volume discount is lost

Turnaround time is longer when
using the quotation system as
opposed to an 'as and when'
contract, in the case of repetitive
purchases

Risk of limiting competition to only
certain service providers

14.3.4 The authority to obtain quotes

CEOs may at their own discretion decide to allocate different levels of authority to
different Managers in terms of their Delegation of Authority. The CEO [and ultimately
the Chief Procurement Officer ("CPO")] will delegate specific powers to specific
Managers in the procurement function to invite quotations up to a certain value and
secondly for the award of the business resulting from the quotation system.

Furthermore, the CEO of a Division may at his/her own discretion and within the
Transnet DoA framework, introduce OD specific control mechanisms for these "low"
value transactions (e.g. Petty Cash policies, etc).

Depending on the value of transactions falling within the quotation system,
appropriate control measures must be implemented from low value quotes to high
value quotes:

TABLE 17

Transaction value

Less than R5 000.00

R5 000.00 - R50 000.00

Greater than R50 000.00 -
R250 000.00

Greater than R250 000.00 -
R1000 000.00

Mechanism for
obtaining quote

Fax/email quotes

Fax/email quotes

Fax/email quotes

Short form RFQ request
(receipt of bids at the
tender box)

No. of quotes

1

2

3

3 or more

H: Mam Proairemsnt Mechanisms
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Greater than R1000 000.00 -
R2 000 000.00

Formal RFQ process
(receipt of bids at the
tender box) _ ^ _ _ _ _ _ _

3 or more

14.3.5 Number of quotes to be requested

a) As a general rule, a minimum of three quotations should be requested.
However, a buyer may request more than three quotes if necessary. Where it
is impossible to request three quotes e.g. patented articles, OEM spares etc.,
one or two quotes will suffice. However, a submission must be prepared with
the reasons for not being able to request at least three quotations. This must
be approved by the CPO or his/her delegate, depending on the value of the
transaction and the delegated authority of the procurement official. Since OEM
spares and components will in all probability be required on a regular basis,
consideration should be given to either the framing of an Approved List, or the
conclusion of an "As-and-when required" term contract.

b) It is important to note that once a request for quotations has been made to
prospective Bidders, a buyer cannot subsequently request further quotes if all
Bidders approached have not responded to the request by the closing date.

11.3.6 Transnet Vendor Portal

a) An automated Transnet wide Vendor Portal (TVP) has been created for all
potential suppliers wishing to do business with Transnet to register and update
their company profiles. The web address is https://vendorDortal.transnetnet.

b) Potential suppliers should provide full details of the Goods/Services on offer,
their tax clearance certificate, their BBBEE level, including % Black ownership
and area of operation. Suppliers will be classified accordingly on the TVP,

c) Buyers who wish to obtain quotations must proceed to search the TVP and/or
the OD's own vendor database for potential Bidders.

d) The TVP should ultimately have the functionality to invite quotes from
potential suppliers on a rotational system to ensure an equitable spread of
opportunities among al! potential suppliers.

14.3.7 Process

a) As indicated above, the buyer will request quotes from at feast 3 potential
Bidders on the TVP where possible.

b) For relatively low value, simple Goods/Services, the RFQ should ideally be
open for 3 to 4 Working Days in order to afford Bidders a reasonable
opportunity to respond. For higher value, more complex Goods/Services, the
RFQ should be open for a minimum of one week.

c) The bids must be received In a controlled environment, e.g. a dedicated email
address, dedicated fax number or a tender box.

d) As a general rule, quotations are to be evaluated on the basis of price and B-
BBEE. In addition to the 10 points allocated to the B-BBEE Scorecard, bidders

0058-0373-0001-0250
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e)

will be evaluated against the current status of their Ownership and
Management Control. Ten points will be allocated to Ownership and a further
10 points to Management Control (see Figure [19] above). A minimum B-BBEE
threshold of Level 4 should be used as pre-qualificatjon criteria for quotations,
unless not possible. In the event that technical evaluation is also necessary,
the technical evaluation criteria must be pre-determined and included in the
RFQ document. The highest scoring Bidder is to be selected as the Successful
Bidder.

In instances where quotes are invited from potential new bidders, the prices
quoted should, where possible, be benchmarked against previous prices paid,
to ensure that Transnet obtains optimal value for money, whilst achieving its
social obligation.

As indicated in paragraph 14.3.6 (d) above, quotations should be invited from
potential bidders on the TVP on a rotational basis so as to ensure an equitable
spread of opportunity among all potential suppliers.

r Figure [22] - Quotation Process

14.4 THE OPEN BID PROCESS (RFP)

V Generally used for transactions' greater than R2 million In value

There mustObe a competitive market and a dear detailed specification available to
which many prospective Bidders are able to respond

Bids may be advertised In local, national and / or International medjg depending on
the market

14.4.1 Definition

The Open Bid Process (RFP) is a competitive process where the general public is
approached with an invitation to bid that is published in the media. All interested
parties are granted an equal opportunity to bid for Transnefs business. Once the bid
has dosed, the winning Bid is selected by means of a transparent evaluation,
recommendation and adjudication process.

14.4.2 When to use the open bid process

The Open Bid system is the procurement/disposal mechanism best suited to the
following circumstances:

a) the monetary value of the purchases is in excess of R2 million;

-y*.= - • cf. .?: '

0058-0373-0001-0251

TRANSNET-REF-BUNDLE-02679



792

FOR INTERNAL USE ONLY PROCUREMENT PROCEDURES MANUAL

b) even Jf the bid value is less than R2 million, an Open Bid should
be issued if the market is not known or the Goods or Services
are required on a repeUtiVn basis,

c) the market is competitive (i.e. many potential suppliers are
able to provide the required Goods/Services);

d) there are clear and unambiguous specifications to ensure that
all potential suppliers bid for the same product;

e) there is enough time available;

f) the value of the transaction must warrant the cost, time and
effort taken to use an Open Bid process; and

g) in cases where Transnet's needs / specifications etc. are still
too vague to issue a formal bid, the two-stage Bid system (RFI)
should be followed.

14.4.3 Advantages and disadvantages of the open bid process

Advantages

The Open Bid system is regarded as the
procurement mechanism which best
ensures open and fair competition.

Disadvantages

The Open Bid process is time
consuming. In order to ensure that
Goods / Services are delivered to the
business when they are needed, the
need for the Goods / Services needs to
be anticipated well in advance.

Requires significant resources (cost,
time, etc.)

14.4.4 Process

a)

b)

c)

d)

e)

Before any bid document may be issued to the market, the
person with the necessary delegated authority must provide
written authority to approach the market. This must include
approval of the evaluation methodology, evaluation criteria and
the availability of funds. The evaluation team is also to be
decided on at this point,

The bid document should be compiled according to the
guidelines set out in Chapter 16 (BidPreparation).

Bids may be advertised in local, national and / or international
media depending on the market and value of the bid.

Bids should be kept open for a reasonable period. Refer to
paragraph 16.3 for more detail.

Bids are to be finalised as soon as possible after the closing
date of the bid.

See process below to be followed in the case of an Open Bid process

Chapter 14 Mam Procurement Mechanisms
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Figure [23]—Open Bid Process

14.5 APPROVED LIST PURCHASES

• An approved list Is utilised for Goods or Services that are required according to unique
spedficationB, on a continual basis and from a limited number of suppliers.

• This mechanism Is used for non-standard items that are not available off the shelf.

14.5.1 Definition

An approved list is generally used for Goods or Services that are required according
to unique specifications, e.g. OEM spares or proprietary articles. An approved list Is
framed and utilised for Goods or Services required on a continual basis.

14.5.2 Genera! principles

a) In order to qualify for inclusion on any approved list a supplier
must be able to supply Goods or Services of the quantity and
quality required. Furthermore, if so required, the supplier must
have submitted samples or delivered Goods which have
satisfactorily passed Transnet's quality tests.

b) Approved supplier status cannot be acquired merely by being
on a Division's Vendor Master or on a B-BBEE Manager's List of
EMEs or QSEs for specific Goods or Services. Approved supplier
status can only be obtained after following the process
stipulated below.

c) Specifications must be drawn up to promote fair competition.

d) ODs and Specialist Units must attempt as far as possible to
procure off-the-shelf Goods as opposed to drawing up their
own specifications.
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e) An Open Bid may not be issued for Goods/Services appearing
on an approved list.

0 Information regarding Transnet's Approved Lists may not be
disclosed to anyone outside Transnet without the written
approval of the GCSCO.

g) The standard template for approved lists must be used.

14.5.3 When to use the approved list process

This procurement mechanism is ideally suited for the following transactions:

a) strategic, high-value, high-risk items, non-standard items which
are not available "off-the shelf";

b) where equipment can only be obtained from Original
Equipment Manufacturers (OEMs) or limited suppliers; or

c) Goods and specialised Services that cannot be sourced from
non-approved suppliers because of Transnet's own unique
specifications, Quality standards, or safety requirements i.e.
commodities that are not freely available in the market from a
range of suppliers.

14.5.4 Advantages and disadvantages of the approved list process

Advantages

• Reduces administrative burden as
there is no need to approach the
open market every time there is a
requirement for Goods/Services.

• Bidders are pre-qualified and need
not be evaluated on technical aspects
every time there is a requirement.

• New entrants can be accommodated
at any time.

Disadvantages

Delays between identifying and
approving new entrants into the
market due to stringent testing
requirements.

14.5.5 Types of Approved Lfsts

a) Type 1 : Generic Approved Lists - Indefinite validity

(i) This type of approved list remains valid indefinitely, subject to the
proviso that they must be advertised every 6 months to afford new
suppliers an opportunity to be included onto the list.

(ii) Although the list remains valid indefinitely, the suppliers on the list
will be subject to periodic quality testing in order to maintain their
name on the list. Should suppliers fail to meet quality standards,
their names may be removed from the approved list as per
paragraph 14.5.8.

(iii) This type of approved list may be framed by following one of the
two procurement processes outlined below:

Cnaptsr L4 Mam P̂
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• After public Advertisement of the intention to frame an
approved list in a notice requesting all prospective suppliers
to formally apply.

• By framing an initial approved list of suppliers based on
previous experience and/or tests carried out. The list will
nevertheless be advertised publicly thereafter to invite new
entrants to the market.

(iv) Testing: Bidders are entitled to a full explanation of the testing
process that was/is to be carried out on their product- Bidders may,
upon request, be allowed to observe the testing process carried out
by Transnet. Those Bidders who's Goods fail the relevant tests,
must be provided with detailed reasons why their Goods failed the
tests and should be afforded an opportunity to resubmit their
Goods for testing once the necessary improvements have been
made.

(v) In either of the two processes listed above, aspirant suppliers may
apply for inclusion after the approved list has been established.
Such suppliers may be provisionally included on the approved list
where it is not practical to test their product/sample beforehand
e.g. overhaul of traction motors; reconditioning of transformers for
electric substations, etc. Potential suppliers in this category will be
subjected to a quality check e.g. ISO certification, previous
experience on work of a similar nature and complexity, quality
control systems etc. Qualifying suppliers will then, subject to AC
and CEO approval, be placed on the approved list as "aspiring
suppliers". When obtaining bids from suppliers already appearing
on the approved list, the aspiring prospective suppliers must also
be invited to submit bids. If an aspiring applicant is awarded a
contract or portion of the contract for testing purposes and
performs satisfactorily, their name must be placed on the approved
list by following the normal approval process i.e. AC and CEO
approval must be obtained.

(vi) A list of all approved lists with their respective specifications,
contact details of technical expert, etc. must be displayed on the
notice/bulletin boards in bid issuing offices so that potential new
entrants are made aware of its existence.

(vii) Although the generic approved fist remains valid for an indefinite
period, it must be advertised every 6 months in order to afford new
suppliers an opportunity to be included. However, such approved
lists can be updated at any time. It is not necessary to wait for the
6 month interval to include a new name on the approved list. After
a new entrant's product has successfully passed the quality tests,
AC and CEO approval must be obtained and the list must be
updated accordingly.

(viii) New entrants may apply at any time for inclusion on the approved
list. Any new applications received outside of the 6 month
advertising intervals must be dealt with immediately and not held
over until the next Advertisement.

(ixj It is important to note that when such an approved list is utilised to
solicit bids, all approved suppliers (including aspiring suppliers, if
applicable), must be approached and invited to submit bids. Under
no circumstances may only certain names be selected off an
approved list on a selective or rotational basis. Furthermore, all
such requests for bids must be dealt with in terms of the standard
procedures.
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(x) Award of business on the approved list is subject to approval from
the person/body with the necessary DoA, as well as the relevant AC
if such transaction falls wiUiin ib jurisdiction.

(xi) I t is important to note that the names on the generic approved list
will remain on the list unless their names are removed for one or
other reason.

b) Type 2: Hybrid Approved Lists - Fixed period validity

Hybrid Approved Lists are typically used in the following circumstances:

• Competitive market where there js a need to prequalify suppliers,
as well as to limit the need to continuously evaluate large
numbers of bids

(i) "Hybrid approved lists" are publicly advertised and framed for a
fixed period. The validity period of the list must be clearly stated in
the Advertisement, as well as in the subsequent letter informing
successful applicants of their inclusion on the Approved List.

(ii) The nature of the Goods/Services will inform the decision on
whether to make use of this type of approved list. Typically, a
competitive market must exist in order to use this type of approved
list. Examples of such "approved lists" are the Transnet Legal Panel
and the Transnet List of Approved Security Service Providers.

(iii) Unlike the generic approved list, no new applications for Inclusion
on the list may be considered during the period that the existing list
is in force.

(iv) The manner in which the approved list is to be structured and
implemented must be fully motivated and submitted to the relevant
AC for prior consideration and approval by the CEO.

(v) At the end of the fixed period, the list must be re-advertised and a
new list must be framed, if there is still a need for such an
approved fist. Suppliers who were included on the previous
approved list must re-apply for inclusion onto the new list, and they
must be made aware of this when the new list is being advertised.

11.5.6 Authority to frame an approved list

a) The framing of an approved list or any amendment thereto must be
approved by an OD CEO or in respect of Transnet Corporate Centre
C'TCC") requirements or transversal contracts, the GCSCO, upon
recommendation from the AC.

b) The AC will be responsible for the distribution of the Ust within the
particular entity and to Group ISCM. All Approved Lists should be
communicated to the Governance function at Group iSCM, who will
distribute the list to all other ACs in the Transnet Group. Group iSCM
will be responsible for developing a shared portal to facilitate easier
access to all approved lists, by all Transnet entities. The division
which initiated the list will, however, be responsible for the periodic
updating thereof.

Chapter I-!* Main Procuremenl Mechanisms
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Any person or Enterprise whose application for indusion on the
approved list has been refused or whose name hns been removed
from the lisL, may make representations to the relevant CEO. Should
the person/Enterprise not be satisfied with an OD CEO's ruling, an
appeal may be made to the Group Chief Supply Chain Officer
("GCSCO") whose decision shall be final. In respect of TCC, an
appeal may be made to the GCFO whose decision shall be final.

14.5.7 Process

V '<

b)

c)

The OD AC must first provide "in principle" approval for the framing
of an approved list.

The Advertisement for an approved list must only make reference to
the Goods/Services for which the list is being framed and not the
names of the approved suppliers.

All approved lists have to be advertised at feast every 6 months, by
means of a public notice in the appropriate media, inviting all
interested parties to submit applications for possible inclusion on the
relevant approved list.

figure [24] - Process to frame Appro ved List

14.5.8 Removal of names from the approved list

a) The name of an Enterprise may be removed from an approved
list at any time if the Enterprise:

b) has been convicted of any offence under any law relating to
wages, hours of work or other conditions of employment;

c) fails or ceases to comply with the requirements of such
approved list;

?U£i 9f:
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d) continues to perform unsatisfactorily after having been
informed accordingly when measured on any of the following
criteria; timeliness, Quality, price escalation and service;

e) sub-contracts the whole or any portion of a contract for the
supply of Goods or Services in respect of an approved list to an
Enterprise or person whose name does not appear on that list;

f) otherwise acts in a manner which, in the opinion of Transnet, is
construed to nullify the object of framing an approved list;

g) has ceased to carry on business under the name on the
approved list and has not informed Transnet of this change;

h) has been dealt with in terms of Transnefs List of Excluded
Bidders;

i) has shown little interest over a reasonable period to submit
quotations when Invited to do so; or

j) has not been awarded any business over a reasonable period
due to non-competitive prices;

Before a name is removed from an approved list, the Enterprise concerned shall be
notified in writing of the intention to remove it from the list including reasons. The
Enterprise shall be afforded the opportunity to make representations as to why its
name should not be removed from the list.

14.6 TWO-STAGE BIDDING SYSTEM (RFI/RFP PROCESS)

Tills procurement mechanism Is appropriate under the following circumstances:
• where the suitability of service providers must first be determined prior to them being

Invited to bid for Goods / Services;
• when assessing the availability of Goods/ \Sery1ces/Where therels no dear specification

of requirements; or
• there could be solutions available In the market unknown to Transnet

14.6.1 Principles
This procurement mechanism is appropriate under the following circumstances as it
takes into account the most satisfactory solution to Transnefs specific procurement
needs:
a) where due to the nature of the Goods / Services being acquired, the suitability

of service providers must first be determined prior to them being invited to bid
for the Goods / Services (pre-qualification);

b) where there is no clear specification of requirements and it is not
feasible/possible for Transnet to formulate detailed specifications for the Goods
or Services required; or

c) where Transnet seeks first to establish the various possible solutions available in
the market in order to determine the best solution for Transnet.

In scenarios (a) and (b) above Transnet may draw up a functional specification in the
RFP based on the responses received to a Request for Information C'RFI") taking
into account its specific needs. It is critical that the specification not be drafted
around a particular supplier's response to the RFI. Intellectual property issues must
be taken into account prior to proceeding to stage two of the process.
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14.6.2 When to use the two-stage bidding process

a) This mechanism is used in assessing the availability of Gnods/Services where
there is no cltur spedficalJon of requirements or where the suitability of service
providers must first be determined prior to the undertaking of any development
work

b) The use of this mechanism Is appropriate where there are various possible
means of meeting the need.

c) The RFI process is ideally suited to projects involving research, development,
studies or experiments. In such instances it Is not in the best interests of either
Transnet or the prospective Bidders to develop a detailed plan when it has not
yet been determined as to whether implementation is feasible.

d) The RFI process can be utilised to determine the availability of Goods and
different suppliers' specifications in order for Transnet to draft its own
specifications in such a way that accommodates as many potential suppliers as
possible that are able to provide a product of acceptable quality.

e) To obtain Expressions of Interest (EOI) from the market before stage 2 of the
two-stage bidding process is embarked upon.

14.6.3 Advantages & disadvantages of the two-stage bidding process

Advantages

• Allows Transnet to obtain an
indication of what is available in the
market before approaching the
market with a firm invitation to bid.

• Allows Transnet to draft a clear
specification when it approached the
market

Disadvantages

• Tne two stage bidding process is a
time consuming process

• There is a risk of possible
infringement of IP

14.6.4 Process

A two stage bidding process involves the following steps:

a) Stage 1 (RFI stage):

(i) Prospective Bidders are invited to submit their proposals via an open RFI
after approval to approach the market has been obtained,

(ii) The evaluation criteria in the first stage may include criteria such as
technical, Quality, contractual terms, conditions of supply and the
professional and technical competence of the suppliers. Transnet may wish
to request rough costing estimates during this first stage. However, price
would typically not be requested at this stage.

(iii) The RFI must clearly indicate Transnet's intention during the second stage of
the process: i.e. whether:

• suppliers will be subjected to pre-qualification criteria and be short
listed in order to proceed to the second stage;

• Transnet will issue an Open Bid based on the responses and
specifications received in the first stage; or

• Transnet will approach one or a shortlist of Bidders based on the
responses and specifications received in the first stage.

(iv) The RFIs received must be evaluated in terms of pre-determined criteria
which have been made available to all contenders in the RFI.

ter M Ma n Procurement
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(v) A recommendation is made to the AC or relevant authority regarding the
outcome of the first stage, and the eligibility of the bidders to participate in
the second stage.

(vi) AC agreement with the recommendation effectively authorises the second
stage of the process.

b) Stage 2 (RFP stage)

(i) Depending on the option exercised in stage 1, Transnet may either issue an
Open Bid or limit the second stage to only one or a shortlist of Bidders, as
approved by the AC.

(ii) Bidders are invited to bid in the normal manner.

fiiil The bids are evaluated and awarded in the normal manner.

Figure [25] - Two stage bidding process
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CHAPTER 15 : SPECIAL CASES

15.1 CONFINEMENTS

Confinements are tD be used under the follow!rig circumstances:

• for transactions over the value of R2 million

• usually whan Goods/Services are required on a once-off basis

• when the nature of the Goods/Services fall within one.of!.the grounds for
Confinement

15.1.1 Definition

A Confinement is a mechanism where permission is sought from the person with the
appropriate Delegation of Authority to "confine" enquiries for required
Goods/Services to one or a limited number of Bidders.

A Confinement is a departure from the norm of an open, competitive bidding process
and as such must be treated with great circumspection. The misuse of confinements
has the potential to entrench monopolies and as such is at odds with the imperatives
of the New Growth Path. The NGP seeks to encourage open competition and the
introduction of new entrants into the market, particularly those from previously
disadvantaged communities.

It is important to note that confinements only apply to transactions over R2m. These
rules therefore do not apply to transactions falling below R2m. The quotation system
applies to such transactions regardless of the number of quotations the buyer is able
to obtain.

15.1.2 Grounds

Confinements will only be considered under the following circumstances:

a) where a genuine unforeseeable urgency has arisen. Such urgency should not
be attributable to a lack of proper planning. In such cases appropriate action
must be taken against the individual(s) responsible for the bad planning.

b) the Goods/Services are only obtainable from one/limited number of suppliers.
For instance, patented/proprietary Goods or OEM spares and components.
Operating divisions are however required to provide evidence that there are no
new entrants to the market who could also be approached;

c) for reasons of standardisation or compatibility with existing Goods and
Services. A case must be made that deviation from existing standardized
Goods or Services will cause major operational disruption. If not, confinements
based on "standardisation" will not be considered; or

d) when the Goods or Services being procured are highly specialized and largely
identical to those previously executed by that supplier and it is not in the
interest of the public or the organization to solicit other offers, as it would
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result in wasted money and/or time for Transnet. When this particular ground
is intended to be used as a ground for Confinement, it is importanr fn nets
that a!! pre-requisitei must oe satisfied: The Goods or Services must be highly
specialised, almost identical to previous work done and approaching the
market again would result in wasted money and time.

15.1.3 Types of confinements

Depending on the circumstances one of the following two Confinement routes will
be applicable:-

a) The normal Confinement route:
• prior authority to confine must be obtained from the person with the relevant

delegation;
• bids will close at the relevant AC (relevant AC to be -indicated in the

submission for approval); and

• the relevant AC will consider the award of business.

b) Confine and award which is only to be used in cases where there is a sole
supplier and/or cases of extreme urgency:

• prior authority to confine and award must be obtained;
• the submission to the person with Delegated Powers must fully motivate the

reason for the urgency and provide an indicative / benchmark price;
• bids will dose at the relevant AC (relevant AC to be indicated in the

submission for approval);
• the business will be awarded by the person with the delegation to the

relevant Bidder provided that the final price is within the benchmark as
initially approved by the person with the delegation to approve the
Confinement; and

• the AC must be informed after award.

15.1.4 Delegation of authority

a) Depending on the value of the transaction, only the GCE, BADC and the
i , Transnet Board have the authority to authorise a Confinement.

b) The relevant monetary thresholds for authorising confinements are as follows:

(i) GCE - up to but not exceeding R250 million;

(ii) BADC - up to but not exceeding Rl 000 million; and

(iii) The Board - exceeding Rl 000 million.

15.1.5 Process

a) The submission for Confinement must be fully motivated in writing by the end-
user and the OD CPO to the OD's main AC and the OD's CEO for prior written
support of the recommendation to confine. It is important to properly motivate
submissions taking into account all relevant factors. Poorly motivated
submissions will be referred back to the OD concerned for re-motivation. The
submission should be submitted on the relevant template under cover of a
memo to the GCE.

Cnsptet 15 Special Cases P a ^ 101 of
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b) Only if the reasons advanced for the proposed Confinement are supported and
considered to be in the best interest of Transnet, should the Confinement of
business to one or more contenders be escalated to Group.

c) The Confinement request must be considered by the Transnet GCSCO and the
Group CFO each of whom shall indicate whether or not they support the
request.

d) The matter must then be submitted to the GCE, the BADC or to the Board itself
for final approval depending on the value of the transaction.

£1-3*

BADC or Board for
. - i p n r o v . I ("•••"• J . ."

Figure [26]- The Confinement process

15.1.6 Confinement divided between more than one Bidder

Should it be decided to divide the total requirement of a Confinement between more
than one Bidder, the total value of the business and not the individual contracts shall
determine the level of approval required for the Confinement. Only after the
necessary approval has been obtained, may the individual contracts be signed by the
Manager with the necessary delegated contractual powers.

15.1.7 Amendment to contracts awarded via Confinement

a) Where a Material Amendment (i.e. the price, duration or scope is increased by
more than 10%) to a contract awarded via Confinement is required, the
matter must be sent to the relevant AC for support. The AC must submit the
amendment to the original approver of the Confinement for prior approval of
the amendment. The same principle applies where the cumulative value of
amendments equals or exceeds 10% of the original contract value.

b) Where an amendment increases the price, duration or scope by less than
10%, this should be submitted to the AC for approval,

c) Where an amendment to a contract results in the value of the Confinement
reaching a higher approval level, the matter must be sent to the original
approver for review and recommendation. Approval must then be sought from
the person with the delegated authority to approve the higher value of the
Confinement.
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15.2 EMERGENCY PROCEDURE

procedure Is to be used under the following circumstances:

Where the drcumstances giving rise to the emergency were unforeseeable;

Where engaging In normal bidding procedures or any other methods of
procurement would be Impractical; and

Where the occurrence requires Immediate action

TVie concept of retrospective authority applies only In the context of emergencies.
Where an^eraergency process is followed correctly, condonation is not required,

15.2.1 Definition

a) The following circumstances would normally be regarded as sufficient grounds
for invoking the emergency procedure i.e. a situation has arisen where there is
an imminent risk of:

• human injury or death;

• human suffering;

• serious business disruption that could not have been reasonably foreseen;

• interruption of essential services;

• serious damage to property or financial loss;

• suffering or death of livestock or other animals; or

• serious environmental damage or degradation.

b) The concept of an "emergency" must be applied restrictively and should not be
used as an excuse for bad planning. As such, in order to qualify for the
emergency procedure:

• the circumstances giving rise to the emergency must not have been
foreseeable;

• engaging in bidding procedures or any other methods of procurement would
be impractical; and

• the occurrence requires immediate action.

An emergency should not be attributable to a lack of proper planning. In such
instances appropriate action must be taken against the individual(s) responsible for
the bad planning.

15.2.2 Process to institute the emergency process

a) The end-user requests authority from the person with the necessary
delegation of authority to Institute the emergency procurement procedure. If
possible, the end user must notify procurement of the emergency requirement
telephontcally followed by email.

b) The duly authorised Manager to invoke the emergency process will consider
the request and decide on whether to grant such authority. He/she will notify
the requestor In the form of an email, SMS or even verbally. If by SMS or
verbally, this must be confirmed in writing or by e-mail afterwards.

A .liJSt ?>U2
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c) Procurement will invite a Bid(s) from a supplier(s) best able to deal with the
emergency immediately. Alternatively, if the emeroency occurs after office
hours or it is not possible to contact procurement, the end user, after having
received the required approval as per sub-paragraph (a) above, may invite the
Bid/s directly from suppliers and/or issue instructions to commence the work.

d) Retrospective authority must be obtained as soon as possible thereafter.

15.2.3 Retrospective authority for the emergency procedure

a) The person who has the delegated authority to retrospectively approve the
transaction, must be approached for retrospective authority for the
emergency. This person, who is different from the person authorised to
institute the emergency process, must consider the motivation and provide
retrospective authority if the emergency is validated. Please see attached
Appendix F for the Matrix for Approval of Emergency Procedures.

NB: Each Entity is responsible for developing its own Emergency Procedural
Manual, covering all the relevant disciplines in the entity, and assigning specific
persons and value thresholds, for the different roles (i.e. to institute (invoke)
and to retrospectively approve). Note that the AC may also be utilised to
retrospectively approve the emergency procedure.

b) Retrospective authority must be sought using the standard template.

c) All emergency procedure purchases, irrespective of the value, must then be
submitted to the AC for information purposes.

d) The concept of retrospective authority applies only in the context of
emergencies and does not apply to the condonation process.

e) If an emergency procedure is followed correctly, condonation is not required.
It is also important to note that a correctly followed emergency procedure also
falls outside the ambit of the Confinement process.

15.3 HIGH VALUE TENDER PROCESS (HVTP)

» The High) Value Tender Process (jHVTP).subjects, all transactions falling within the
High Value fender threshold to Independent scrutiny and validation of all
commercial, contractual, process and governance aspects of ti>e Bid process.

• The process enables Supply Chain to detect any shortcomings at key gateways In
the Bid process and to make appropriate corrections before any award of business
Is made.

15.3.1 Principles

a) The HVTP applies to all transactions felling within the High Value Tender
threshold. The HVTP offers an opportunity for peer review, guidance, advice
and the sharing of good practice and experience. The HVTP subjects all high
value bids to independent scrutiny and validation of all commercial,
contractual, process and governance aspects of the bid process.

~rK.-^P; j * *»fr™fctil^g—
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• * ' b) The process enables Supply Chain to detect any shortcomings at key gateways
and to make appropriate corrections. This further reduces Transfer's rsk on
Iaiger value acquisitions as any inefficiencies are addressed before any award
of business is made.

The gateways that are reviewable in the process are as follows:

Figure [27] - The HVT process

15.3.2 The HVT Process

The following steps must be followed for any transactions falling within the High
Value Tender threshold:

Entities must contact and involve the HVT team from the outset of the bidding
process i.e. at the demand review stage;

The HVT team must attend to all procurement processes and advise Entities during
each phase of the process as follows:

• Review the demand and business cases.

• Review the RFX document for accuracy and correctness before going to
market.

• Assess the adequacy of the procurement proposed mechanism used i.e.
RFP/RFI/Confinement and determine if governance is being followed by
ensuring that the approval process has been complied with.

• Ensure that in all high value bids, a CFST contains at least Technical,
Financial, Operational and Legal Support.

• Advise on the scoring methodology and governance issues related to the
evaluation process.

• Advise the teams during the evaluation process on all bids;

• Advise and support teams during the moderation process of scores on alt
bids;

• Review AC documents for accuracy and correctness.

• Advise teams during the negotiation process and also determine if
governance processes have been followed.

• Advise teams during the contracting process and also determine if
governance processes have been followed.

i- Si'#" .ii Caws - : iv,«;
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• During each gateway review the HVT team will raise questions and/or
concerns. The teams may not continue with the process until all the HVT
team's concerns have been addressed.

f The HVT team must report significant process breaches to Transnet
management. Firstly at Entity level, and if still not satisfied with the
outcome / corrective action, such matters must be reported to Group iSCM.

• The HVT team must document lessons learnt throughout the process and
provide feedback so that processes may be improved.

A detailed description of the HVTP and associated templates can be found on the
iSCM Transnet Intranet.

15.4 UNSOLICITED BIDS

* An Unsolicited Bid, is an offer unilaterally submitted by a potential supplier oflts own
accord and received by Transnet outside of its normal procurement process.

a Transnet Is not obliged to consider Unsolicited Bids received outside its normal
bidding process.

e These rules do not apply to Bidders who merely seek to be registered on TraiiSneKs
Potential Vender Portal (TPVP) In order to be considered as potential suppliers for
future business. When Goods or Services are to be acquired from such Bidders,/the
normal procurement mechanisms are to be used

15.4.1 Definition

An Unsolicited Bid is an offer unilaterally submitted by a potential supplier of its own
accord and received by Transnet outside of its normal procurement process.

Transnet does not encourage the consideration of Unsolicited Bids. Furthermore,
Transnet is not obliged to accept Unsolicited Bids.

15.4.2 Risks

There are a number of risks related to the consideration of Unsolicited Bids:

a) It potentially undermines fair and competitive bidding processes.

b) It can result in purchasing Goods/Services at higher than market-related prices.

c) Transnet runs the risk of being accused of infringing on the Unsolicited Bidder's
intellectual property if it uses the concepts used in the Unsolicited Bid to approach
the market.

d) There is also danger that an Unsolicited Bid may be received, evaluated and
regarded as an excellent proposal and accepted, only to ascertain afterwards that
there were many suppliers in the market supplying the same or better goods or
technology at much better / similar prices.

15.4.3 Criteria for consideration of unsolicited bids5

This section is largely based on the Municipal Finance Management Act Regulations and National
Treasury's Practice Note 11 of 2008/2009 on Unsolicited Proposals

F v : 1
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Transnet may only consider an Unsolicited Bid if the following requirements are met:

a) the product or service offered is a demonstrably or proven unique and innovative
concept;

b) a need for the service or product has been established;

c) the product or service will be exceptionally beneficial to Transnet or have
exceptiortal cost advantages for Transnet;

d) the Bidder is the sole supplier of the service or product; and

e) the reasons for not using one of the normal bidding processes have to be found to
be sound by the person with the necessary delegation of authority.

15.4.4 Unacceptable unsolicited bids

Transnet must reject an Unsolicited Bid if the Bid:

a) relates to known institutional requirements which can, within reasonable and

practicable limits, be acquired by conventional competitive bidding methods;

b) relates to goods or services which are generally available; or

c) does not comply substantially with the requirements of paragraph 15.4.3 above.

15.4.5 Rejection of unsolicited bids

Should Transnet decide to reject an Unsolicited Bid, the following steps must be
followed:

a) The Bidder must be notified of the decision;

b) All documents received in the Unsolicited Bid must be returned to the Bidder;
and

c) Transnet must ensure that it does not make use of any intellectual property or
data that was contained in the Unsolicited Bid.

15.4.6 Process for consideration of unsolicited bids

a) The Unsolicited Bid must be considered by an evaluation team. The minutes of
the evaluation meeting must be recorded.

b) The evaluation team should investigate and verify whether there are no other
suppliers in the market.

c) In the event that the evaluation team has resolved to procure the Goods or
Services, depending on the contract value, the Confinement or quotation
process must be followed and thereafter a recommendation made to the AC,
Manager or person with the relevant authority to approve the award.

d) All copies of Unsolicited Bids, records of discussions, records of deliberations and
copies of correspondence relating to it, will be kept by the procurement official
who led the process, and the AC secretary for record purposes.

15.4.7 Information to accompany the recommendation for award of the
unsolicited Bid

Chapter 15: Special Cases Page ; 0 ' &.
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The following information must be contained in the recommendation:

a) A detailed description of the goods or services;

b) A detailed description of benefits Transnet is to derive from the envisaged
acquisition;

c) The costs associated with the acquisition of the service or product;

d) The validity period of the Unsolicited Bid;

e) Proof of certification that the Bid was submitted by the person who holds the
intellectual property rights in the goods or service; and

0 Certification by the evaluation team that there are no other suppliers who can
provide the goods or services.

15.5 CONTRACT CONSOLIDATION

^Contract consolidation may represent optimal value for Transnet in the following
clrcurnsta rices:

• where more than one Entity have existing contracts for the same Goods / Service
with the same or different suppliers with significant price variations;and/(cl,rfterfng
contract terms; or

• where one or more Trarianet Entity became aware that another Entity has already
concluded a contract for the Goods /Services required by it and wish to utilise the
existing contract

15.5.1 Principles

Consolidation of existing contracts is potentially problematic from a governance and
operational perspective. For this reason, Transnet must endeavour to approach the
market with a consolidated demand signal clearly outlined in a single RFP, rather
than having each Entity approach the market in a piecemeal fashion and thereafter
seeking to consolidate a number of different contracts. Therefore, when an Entity
identifies the need to acquire goods/services that are common to more than one
entity, it is imperative that they first ascertain whether it Is feasible and
advantageous to approach the market with the consolidated requirements of all
Entities that require the goods / services.

Transnet can gain significantly from consolidating its demand. Due to economies of
scale, it will be in a better position to negotiate price and contractual advantages. In
addition, it will lessen the administrative burden on Transnet to manage a multiplicity
of contracts.

15.5.2 Triggers for consolidation

One of the following circumstances should trigger the need for consolidation of
existing contracts:

a) The same commodities or categories of commodities are being purchased by
more than one entity from the same supplier but with differing prices and
contract terms. For example:

0058-0373-0001-0269
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R10 per bottle

Supply of bottled water

b) The same commodities or categories of commodities are being purchased by
more than one entity from different suppliers with differing prices and contract
terms. For example:

~~ " RiODer bottle
ABC (Pty) Ltd

R8 per bottle
Fountain Fresh

(Pty) Ltd

R6 per bottle
TNPA

Supply of bottled water

Cool Spring (Pty)
Ltd

c) The same commodities are being purchased by one OD from the same or
different suppliers, with significant: price variations. For example:

• ! J U ! . • . !

L R10 per bottle
rv— _

R8 per bottle
ABC (Pty) Ltd

R6 per bottle

TNPA
Richards B

Supply of bottled water

15.5.3 Factors to consider when consolidating

The following factors need to be considered when consolidating existing contracts:

a) The probable increase in volumes required from the preferred suppliers
(expressed in %) if contracts were to be consolidated;

b) Whether the existing contracts allow volume changes, and what the contract
terms and conditions regarding volume changes are;

c) Price differentials between various contracts;

0058-0373-0001-0270
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d) Other key contractual differences (e.g. specifications, delivery, payments,
volume discounts etc.);

e) Whether the contracts allow lor cancellation 'without cause';

f) The expiry dates of the various contracts;

g) The cost of termination (penalty for breach); and

h) Current contract management and monitoring.

The merits of each case should be evaluated based on the factors above in order to
determine the feasibility of consolidation. Once the feasibility of contract
consolidation has been determined, a decision will be made on whether to
renegotiate one of the existing contracts or issue a new bid.

The cost of termination of existing contracts must be calculated and then weighed
against potential benefits of consolidation in terms of cost and Quality. It is important

^ to note that existing contract periods must be adhered to where financially viable.
w Paying high penalties due to the cancellation of existing contracts should be avoided
v ' ) as far as possible.

Where it is dear that there is no financial benefit for Transnet to renegotiate the
existing contracts then the process to be followed would be to issue a new bid for
the consolidated spend, when the existing contract(s) terminate.

15.5.4 Deciding on which contract to consolidate

Once a decision has been made to consolidate, the next issue is to determine which
contract is the most favourable for consolidation. In arriving at this decision, the
following factors must be considered:

a) Identify the contract that entails the biggest spend or usage;

b) The OD and/or region contributing the largest volume;

c) Whether one supplier can meet all Transnet's requirements;

d) The perception regarding potential market challenges (type of commodity and
potential suppliers);

e) The competitive landscape of these Goods and Services; and

f) New suppliers in the market.

15.5.5 Process for consolidation of a number of existing contracts

a) Where it is considered feasible to consolidate spend to one of the existing
contracts, all other contracts must be terminated. The most favourable existing
contract would be increased to include other Transnet Entities' requirements
after negotiation. The Transnet Entity originally managing that contract will be
responsible to initiate the approval process for the Increase of contract value.

b) Where the increase in value is below 10% of the original contract value, the
matter must be submitted to the relevant Entity AC for noting.

c) If the increase in contract value is above 10%, the matter must be submitted to
the relevant Transnet Entity's AC for approval.

Chaptsf 15- Special Cases Pace n o cf 20?
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d) Once the relevant Transnet Entity has approved the increase, the matter must
be submitted to the other Transnet Entities' ACs for information.

e) Where consolidation would result in a substantial increase in the scope and
value of the contract (more than 50% of the original estimated contract value as
approved by the AC), it would be peremptory to embark upon a new bid process
for the consolidated spend.

f) Inclusion of entities into the consolidated contract may be on a staggered basis.
For example, where a current Transnet Entity's contract expires 3 months after
the consolidated contract commences, that contract can be allowed to run its
full period. Thereafter, the entity will be included in the new transversal
agreement, with a sliding-scale volume discount structure being coupled to the
pricing-

g) Contract "owners" must notify all Transnet users of the new transversal
contracts that are in place to ensure maximum advantage for Transnet.
However, please note that this mechanism is to be regarded as almost an
interim measure. Ideally all entities must be approached during the demand
planning stage already to obtain their estimated requirements beforehand for
inclusion in the consolidated RFX document.

h) Note that the process to be followed for the normal increase of contract values
and cancellation of contracts will still apply.

15,5.6 "Piggybacking"

a) "Piggybacking" arises when an existing contract has been identified, which one
Transnet Entity has concluded for specific goods/services, and which another
entity would like to utilise for their requirements.

b) The Transnet Entity who wishes to "piggyback" off an existing contract should
obtain prior approval from the AC of the Transnet Entity that concluded the
contract. Once approval from that AC is obtained, the supplier should be
approached to indicate whether he/she is able to meet the increased volume as
well as any price discounts that may be offered,

c) Where the increase in value is below 10% of the original contract value, the
matter must be re-submitted to the relevant AC for noting. If the increase in
contract value is above 10%, the matter must be re-submitted to the relevant
Entity AC for final approval.

d) Once the relevant Entity has approved the increase, the matter must be
submitted to the other ACs of Entities who want to make use of this contract for
information.

e) The respective Transnet Entities must make satisfactory arrangements between
themselves regarding the apportionment or recovery of costs for goods /
services, if applicable.

0 Where consolidation would result in a substantial increase in the scope and
value of the contract (more than 50%), it would be prudent to embark upon a
new bid process for the consolidated spend.

15.6 ACQUISITIONS ASSOCIATED WITH INCOME GENERATING CONTRACTS

ter 15- Special Cas*?s Page U I of 202

August 2012

0058-0373-0001-0272

TRANSNET-REF-BUNDLE-02700



813

«L

FOR INTERNAL USE ONLY PROCUREMENT PROCEDURES MANUAL

15.6.1 Although income generating contracts are in principle excluded from this
Procurement Procedure Manual, all associated expenditure contracts necessary to
fulfil such contracts (i.e. procurement contracts to acquiie the necessary Goods or
Services), falls within the ambit of the PPM.

15.6.2 For example, TFR negotiates an Income generating contract to transport fuel from
the Port of Durban to Zimbabwe. This would be a pure income generating contract
and although it might require approval from the TFR Exco or even Transnet Board
of Directors, it would fall outside the scope of the PPM and AC approval would not
be necessary.

15.6.3 However, if TFR needs to purchase 2 additional locomotives and 90 rail tank
wagons to provide this Service (fulfil the contract); such associated expenditure /
procurement contracts would fall within the ambit of the PPM and would also
require AC approval.

15.6.4 The only exception to this rule would be in circumstances where a Transnet
Division or Specialist Unit needs to respond to an external bid invitation fe,g. TRE
responding to a bid invitation issued by PRASA for the supply of suburban
coaches). In such instances Transnet would need to prepare its bid for the income
generating contract taking into consideration any goods/services that it would need
to acquire in order to respond to the bid. The limited time available to respond to
such bid Invitation would not allow the Transnet Division or Specialist Unit to invite
bids in the normal manner for goods/services required.

15.6.5 In such cases, irrespective of the monetary value of such transaction(s), the CEO,
BADC or the Board may authorise such "confined" requests for bids from potential
suppliers and/or approve the selection of possible joint venture
partners/subcontractors, etc., without AC approval, provided that the matter(s) be
reported for the AC's Information as soon as possible after the Transnet OD has
lodged its bid. When obtaining bids in respect of goods and services required in
order to respond to an external bid invitation, the Transnet Entity must clearly state
that the award of any business pursuant to such bids cannot be guaranteed and is
conditional on the Transnet Entity being selected as the Successful Bidder.

15.6.6 Such transaction(s) need not be submitted for approval again, should the Transnet
Enbty be selected as the Successful Bidder, as this could lead to delays in the
execution of such external income generating contract.

15.6.7 On completion of the project, the AC should be informed of the outcome in detail,
e.g. how the selected subcontractors/JV Partners performed, whether the project
was completed on time, what income was derived from the income generating
contract after all outsourced parts have been accounted for, etc.

Cnaptar 15 Special Cestfs Page 1\i of 202
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CHAPTER 16 : BID PREPARATION

16.1 COMPILING BIDS - GENERAL

Bid documents define the rights, risks and obligations of the parties involved in the bidding
process and subsequent contract. Documents must therefore clearly and precisely spell out
all relevant aspects of the bid such as the work to be carried out, the goods to be supplied,
the place of delivery or installation, the schedule for delivery or completion, minimum
performance requirements and the warranty and maintenance requirements.

Accordingly, such documentation should be legally and technically sound and should assign
risk in an appropriate manner. The bid documents must provide Bidders with clear and
comprehensive information necessary to enable them to submit responsive bids. The
specifications, including the evaluation criteria and weightings, must be determined upfront
as indicated in Chapter 13 above (Determining Evaluation Criteria), as bids may only be
evaluated according to the criteria stipulated in the bid documentation. Bid documents must
be drafted with care and precision so as to reduce the risk of legal challenge by unsuccessful
bidders and avoid unintended consequences.

16.2 EVALUATION CRITERIA IN BID DOCUMENTS

The bid documents must make it clear that, Svhere applicable, Bidders will be assessed in
two stages:

16.2.1 STAGE 1

a) Test for administrative responsiveness

Inform Bidders of the minimum requirements for responsiveness, and the
consequences of not being responsive.

b) Test for substantive responsiveness (Prequalification criteria)

Indicate Prequalification Criteria, if any.

c) Threshold

(i) Indicate that there are thresholds that have to be met before a Bidder can
proceed to further evaluation in the following order: Local
Content/Production threshold if applicable, SD/B-BBEE threshold and
Functionality (Quality) threshold.

(ii) State what these thresholds are, as well as the minimum score that has to
be met to pass the threshold.

(iii) The RFP may also state that if no Bidders pass a particular threshold, or if
only one bidder passes the relevant threshold, then in the interests of
promoting competitiveness and cost effectiveness, Transnet reserves the
right to lower the threshold by a certain pre-determined percentage. This
must be clearly specified in the RFP, provided it is in Transnet's best
interests to do so and there is concurrence between the end user and the
CPO.

(iv) Kindly note that since the LC thresholds are laid down in terms of
legislation, the lowering of such minimum thresholds as determined by the
DTI is not allowed, and bidders who fail to meet the laid down minimum
thresholds for LC, will be disqualified.

This is the default position but will not necessarily be applicable in all Instances, e.g. lew value transactions or
approved list purchases where the quality of the product has already been pre-approved.

p t ^ 16; &d Preparation Pags l i •; of 202
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16.2.2 STAGE 2

a) Evaluation criteria

The RFP JIIUSL specify all the evaluation criteria which will be taken into account
in evaluating the bid and how such criteria will be evaluated. The weighting of
each criterion must also be disclosed in the RFP document. Typically this would
include the following:

(i) Quality

(Quality is normally included only as a threshold in Phase 1. However, where
Quality is of critical importance, it may be included as an evaluation criterion
again in Phase 2)

Include Quality criteria as discussed in Chapter 13 (Determining Evaluation
Criteria). If interviews, presentations or site visits are required in order to
assess Quality, this should be stated in the RFP. The specific purpose and
outcomes of the interviews, presentations or site visits and the associated
scoring should also be included.

(ii) Price

The following issues are frequently included In price to assess TCO:

• Installation costs

• Warranties

• Service and maintenance costs

• Operating supplies

• Storage costs

• Commercial discounts

• Incoterms

• Price adjustment conditions

• Exchange rate fluctuations

I t is necessary to provide Bidders with a comprehensive pricing schedule to
enable proper and uniform submission from Bidders and to enable a. uniform
approach to evaluation.

(iii) Supplier development

The SD criteria that were developed during the planning phase should be
incorporated in the bid document. These typically include a combination of
the following:

• Industrialisation

• Capability and capacity building

• Technology transfer/ sustainability

• Skills development

• Job creation/ preservation

• Small business promotion

• Rural development/upliftment and regional integration

Chapter 16. &d Preparation Page 115 of 202
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(iv) Preference (B-BBEE)

The preference criteria that were developed during the plannino
should he incorporated in the bid document. These typically include a
combination of the following:

• Standard B-BBEE criteria, as per B-BBEE scorecard;

• Minimum B-BBEE thresholds;

• Further Recognition Criteria (Current)

o Ownership;

o Management control;

o Employment equity;

• Further Recognition Criteria (Future)

o Ownership;

o Management control;

o Employment equity;

o Preferential Procurement; and

o Enterprise development.

These could differ on a case-by-case basis depending on the specific
market, and what Transnet's expectations and objectives for that particular
market are.

(v) Financial stability (if applicable - see paragraph 13.2.6)

This will be evaluated using ratios based on Bidders' audited financial
statements.

16.2.3 Alternative Bids

The RFP should indicate clearly if Alternative Bids would be accepted. If Alternative
Bids are acceptable, the RFP must state that an Alternative Bid will only be
considered if a Bidder also submits a main offer strictly in accordance with all the
requirements stated in the RFP. Such alternative bids will be evaluated as separate
bids and included in a schedule that compares the requirements of the RFP with
the Alternative Bid that is proposed.

In instances where the RFP did not invite alternative bids, alternative bids will as a
general rule not be considered, as that could prejudice bidders who did not provide
alternative bids and also on the basis that the RFP did not state clearly that
alternative bids will also be considered. The CFST therefore has to consider this
aspect carefully when preparing the bid documents.

16.3 TIMEFRAMES

16.3.1 Submission of Bids

Suppliers should have sufficient time to prepare and submit Bids. Below are
guidelines to determine the minimum timeframes:

a) Off-the-shelf type of purchases: a minimum of two weeks shoufd be
allowed, if possible.

b) More complex bids (such as construction works which involve quantity
surveying, national bids, etc): a minimum of 3 weeks should be allowed.

c) When international responses are anticipated, more than 3 weeks should
be allocated to ensure a sufficient response.

Cnaptir !6 b>rj Preparation P.-jge [ ip of 201
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16.4 VALIDITY PERIOD

The validity period must allow ample time for the evaluation, drafting of the recommendation
and approval by all the necessary governing structures for p?,ch b id Mr!^? circumstances
require a longer or shorter period, bid documents must state that the Bids must hold good
for at least 90 days from the closing date.

16.5 ESSENTIAL REQUIREMENTS IN BID DOCUMENT

The standard RFX template, available on the iSCM Transnet intranet, must be used when
Goods and Services are procured.

16.5.1 Inclusions

When preparing the bid documentation based on the standard RFP template, the
following must be considered:

a) Name and address of the Transnet Entity/ies procuring the goods/services.

b) Manner and place for the submission of proposals.

c) Deadline for submission of proposals.

d) Validity period of submitted Bids.

e) Bid reference number (see paragraph 17.1.1).

f) Instructions for preparing Bids.

g) Consecutively indexed and numbered pages of the bid documents in order that
both Bidder and contract administrator can easily check the completeness of the
bid document.

h) The rules governing communication between the Bidder and Transnet during the
bidding process.

i) The name and contact details of the Transnet employee who is authorised to
communicate directly with and to receive communications directly from suppliers
in connection with the bid invitation, including clarifications of the bid.

j) An indication as to whether or not Transnet intends to convene a compulsory
briefing session.

k) General terms and conditions of contract.

1) Requirements of the CIDB in the case of a bid relating to construction,
upgrading or refurbishment of buildings and infrastructure.

m) Any criteria required by other applicable legislation.

n) Obligation on Bidders to declare any conflict of interest they may have in respect
of the Bid that is to be submitted. In particular, Bidders must state whether they
have any personal or business relationship with any employees or directors of
Transnet.

o) An indication of whether or not suppliers are permitted to submit proposals for
only a portion of the goods/services to be procured and if so, a description of
the portion(s) for which such proposals may be submitted. Bid documents must
be specific as in certain instances Transnet may require that the whole contract
be completed by the same contractor in order to establish responsibility.

p) Bid documents must state that Transnet reserves the right to accept a complete
Bid, even if it is not the lowest, provided it is in the best interest of Transnet.

q) Whether the process may involve negotiations.

Chapter )<$: Bid Preparation
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r) Anticipated date(s) for starting delivery and/or completion of delivery of the
Goods/Services.

s) Conditions regarding shipping, if applicable.

t) Currency and the manner in which the proposal price is to be formulated or
expressed.

u) A notice to Bidders that Bids must be submitted by the Bidder in a sealed
envelope. The envelope must indicate the bidder's name, a contact person and
details, the bid number, the subject and closing date, time and venue so that
there is no need to open the document and risk the possibility of prices being
leaked.

v) Terms of payment.

w) Where Bidders are required to insert prices on price lists supplied by Transnet,
they must be advised to delete items for which they do not wish to bid if they
have this option. If the price has been included elsewhere in the price list, this
must be indicated. After Bids have been opened, Bidders may not supplement
their original offer if it was incomplete.

x) A list of the required returnable documents, e.g. tax clearance certificates,
industry-specific certificates, etc. The list should indicate clearly which
returnable documents must be submitted by the closing date, failing which
bidders will be eliminated.

y) Bid documentation must state that Transnet shall not be obliged to accept the
lowest, any bid or an alternative bid.

z) Bid documentation must stipulate that disputes regarding the bidding process
must be settled by the Procurement Ombudsman.

aa) A space on each page where the Bidder has to append his signature plus name
of company and company stamp.

bb) A certificate of acquaintance with the RFP documents, as well as a certificate of
attending a compulsory site inspection/tender briefing session.

16.5.2 A CD containing pricing spreadsheets may be requested in order to simplify the
copying of information for comparison purposes. This CD should be supplementary
and should contain no information that is not in the hard copy of the Bid
submission.

16.5.3 Transnet's Disclaimers

The standard RFP documents should state that Transnet is not committed to any
course of action as a result of its issuance of the RFP and/or its receipt of a proposal
in response to it. The RFP should also state that Transnet will not be bound by an
interim step in the procurement process such as the selection of a preferred bidder/s.
In particular, Transnet reserves the right to:

a) modify the RFP's goods/services or other terms and conditions and request
respondents to re-bid on any changes;

b) reject any proposal which does not conform to the detailed instructions and
specifications;

c) disqualify proposals submitted after the stated submission deadline;

d) not necessarily accept the lowest priced proposal;

e) reject all proposals, if it so decides;

f) award a contract in connection with the RFP at any time after the RFP's closing
date;
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g) award only a portion of the proposed goods/services which are reflected in the
scope of the RFP;

h) split the award of the contract between mo-e than one supplier, or

i) make no award of a contract.

Bidders who submit Bids subject to certain qualifications which are in conflict with
certain bid conditions must be advised to withdraw such qualification, failing which
the Bid may be disqualified.

16.5.4 Transnet's standard terms and conditions of contract

When issuing any RFP, Transnet's standard terms and conditions must be used.
Please note that a standard contract template has been prepared for Market Demand
Strategy related projects. For any additional terms and conditions, a schedule
detailing these must be added to the standard terms and conditions. The reason for
this is that the terms and conditions that accompany the RFP document will become
the terms and conditions of any master agreement that is concluded with a supplier
in terms of the RFP.

16.6 SIGN-OFF OF BID DOCUMENTATION AND GO-TO-MARKFT STRATEGY

Once the bid documentation has been compiled, the bid document must be reviewed
and signed off as correct by the CPO or person to whom the power has been
delegated, as a quality control measure. Once this sign-off has been obtained the
media advert must be approved by Group Communications in terms of extant
instructions issued by that office, before adverts may be placed in the media.
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CHAPTER 17 : BID ADMINISTRATION
(issue, receipt, opening of bids and communication)

Phase3

Phase4

Issue of bids

Receptand safeguarting of bids

Opening of bids

Ammdmentsandcanvnunicatiart^tef closing date

Figure [28] - Four phases of bid administration

Issue of bids

17.1 PHASE 1: ISSUE OF BIDS

17.1.1 Bid reference numbers and short descriptions

At this stage in the process, the RFX document, the evaluation criteria and
weightings, the evaluation methodology, as well as the going to market strategy has
already been signed off by the person or governance structure with the appropriate
DoA.

Prior to advertising, each RFX must be issued with a business-unique consecutive
number. The issuing of RFX numbers must be controlled by a responsible person.
The RFX number must clearly indicate the following:

• whether it was an Open Bid or a quotation; e.g. RFX No, Quotation No, or
Approved List No.;

• the entity which issued the bid;

• In the case of a CIDB bid, allocated a prefix to the bid number to Indicate that it is
a CIDB-bid;

• a specific digit/character can be allocated to indicate whether a bid will close at
the AC or at Regional/depot level e.g. BID NO: TPT/CT/11/01/138/CIDB; and

• following the unique number, a short description of the requirement must be
added, e.g. "CONSTRUCTION OF NEW ELECTRIC SUB-STATION AT THE
CONTAINER TERMINAL AT PIER NO 2, PORT OF SALDANHA".

17.1.2 All notices and adverts to be issued in the name of Transnet SOC Ltd

All documentation relating to bids shall be issued in the name of Transnet SOC Ltd
and shall be published (advertised) in the Republic of South Afdca,( nation ally and/or
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regionally), and abroad if necessary. The name of the relevant OD requiring the
service shall be clearly indicated, e.g. Transnet Freight Rail, a Division of Transnet
SOC Ltd (Reg. No. 1990/000900/30). The rationale for issuing notices in the name of
Transnet Is rhnt pv~ry legal document must reded the registered company name i.e.
the legal persona of the company which will be contracted with.

17.1.3 Important information to be included in notices and Advertisements

The format of the Advertisement is informed by Group Communications guidelines.
This format must be used for all Advertisements, and can be obtained on the
Transnet Intranet.

The advert should be as short as possible but nevertheless should contain all relevant
information. Notices and Advertisements calling for Bids must include the following
information pertaining to the collection and lodging of bid documents;

• RFX number;

• brief description of the goods / services required;

• where the prescribed forms may be obtained and the cost to purchase them (if
any) and the closing date for collection of bid documents;

• closing date and time for submission of the bid document;

• place where Bids must be lodged;

• information pertaining to site inspections or pre-bid briefing sessions;

• contact person's business address, telephone/fax number and email address;
and

• details of Transnet's fraud line.

17.1.4 Bid document fees

a) A Manager with the necessary Delegated Authority for a particular contract may
decide, at his/her own discretion, that a non-refundable fee be charged to
Bidders for bid documents. This fee must only reflect the administrative costs of
preparing and issuing the bid documents. The price to be charged for the bid
documentation must be stated in the advertisement and invitation to bid. The
decision to charge a document fee must be taken with circumspection as small
companies may be unfairly excluded from the process due to the prohibitive
costs of the bid documents.

The following guidelines (though not prescriptive) may be used at the discretion
of the Manager, to determine a fee for bid documents:

TABLE 18

Value of bid

<R2million

R2million to <R5 million

RSmillion to <Rl0 million

RIOmillion to <R35 million

>R35 million

Bid fee (guideline)

no charge

R250

R500

R750

R1000 or higher (discretion of CPO)

b) Where a document fee is to be charged, the advert must dearly state the
payment method. Due to the risks involved in handling cash, the sale of bid
documents at site meetings should be avoided. Strict control over cash received
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should be exercised and documentary proof of documents sold and receipts
issued should be kept on the appropriate files.

r) Should cash payment be one of the chosen payment methods, bid documents
must clearly stipulate that payments be made to the finance office (or another
office independent from the office that issued the bid).

d) The finance office must ensure that the RFX number is clearly reflected on the
receipt Bid documents may only be issued to Bidders producing a valid original
receipt clearly indicating the relevant RFX number. A copy of the receipt with the
signatures of the issuing officer and the Bidder who purchased the document
must be kept on the appropriate file. A copy of this documentation must be sent
to the Secretary of the AC before the dosing date.

17.1.5 Publication of notice / advert

a) The notice/advert must be published on or before the day of issuing of the bids.
Bids may be published in the appropriate media for the Goods/Services being
procured, e.g. trade magazines, newspapers which are distributed locally or
wider, in electronic bid bulletins, other media which specifically targets specific
markets or small business enterprises, whichever is best suited to reach the
potential Bidders.

b) Copies of the notice and prescribed forms shall be furnished to the AC
secretariat if the bid is expected to fait within the jurisdiction of such an AC. This
would be the case if the bid is expected to be over the laid-down limit or longer
than two Years or where there is uncertainty as to whether it will fall within the
jurisdiction of a Manager.

c) Any subsequent amendments to notices inviting Bids (e.g. extension of the
closing date) shall be communicated in the same media as the initial bid. The AC
Secretariat must be notified timeously of such amendments. Tne office
responsible for placing the adverts shall retain copies of all adverts as placed by
the relevant media, for audit purposes.

17.1.6 RFX Issue Register

The following important information pertaining to all bid documents issued must be
entered into the RFX Issue Register, which is compiled by the RFX Issuing Office:

• RFX number and description;

• receipt number and date of purchase if a bid document fee was charged;

• document number e.g. 'Document 3' sold to 'Potential Bidder x';

• name and contact particulars of person who collected documents;

• bidder's (company) name; and

• closing date.

A record must be kept of all the names, contact particulars of the persons or
enterprises to which bid documents have been issued, as well as the document
number sold to the potential Bidder. This is necessary in case there is a clarification
or amendment, and all Bidders need to be informed.

17.1.7 Queries from bidders / amendments before the closing date

Employees/persons listed in bid notices as contact persons must be available to
answer requests for clarification from the prospective Bidders. This is because a
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Bidder may only communicate with the person listed on the bid document on any
matter regarding his Bid prior to the closing date of the bid,

Without identifying which bidder sought the cianricauon, me clarification
must be communicated simultaneously in writing to all Bidders who obtained bid
documents. The response to such a request must be effected within a reasonable
time prior to the deadline of the bid to enable the Bidders to make timely
submissions of their Bids, considering the clarification. If necessary, the deadline
should be extended.

The disclosure of information to potential Bidders by the contact person must be
made with circumspection. For example, it would not be allowed to provide potential
Bidders with information such as budget amount approved, names of previous
respondents, prices paid on previous contracts, number of bid documents issued to
date, etc.

17.1.8 Amendments before the closing date

a) Transnet is entitled to amend any bid condition, validity period, specification or
plan; or extend the dosing date before the closing date, or in the case of a
compulsory briefing session, before the scheduled session.

However, such amendments or extensions must be advertised and/or all Bidders
who obtained bid documents must be advised in writing per fax or email of such
amendment or extension a minimum of three Working Days before the
scheduled date. The new closing date and time must be dearly reflected.

b) Where the closing date of a bid is extended, the notice of extension shall also
state that Bids already received will be retained unopened in the tender box and
be duly considered after the expiry of the extended period. However, the Bidder
may request that such Bid be returned to him/her. The Bidder may also cancel
the existing Bid by submitting a later dated Bid before the extended closing
date. For amendments after the dosing date refer to paragraph 17.4.1.

17.1.9 In the event of a Material Amendment to the specification or scope of work, to
which other new Bidders could possibly respond, the bid must be cancelled and a
revised RFX must be advertised. This would give all other potential Bidders the
opportunity to respond. This can only be done after approval by the person who
signed off the RFX document (refer paragraph 16.6 above), has been obtained. The
cancellation must be advertised in the relevant media. If the cancellation and
reissue happen simultaneously, they may be advertised together where the re-issue
makes reference to the cancellation.

17.1.10 Compulsory Site Inspection / Briefing Sessions

a) A compulsory site inspection or briefing session has to be held in cases where it
is necessary for the Bidders to view the site in order to prepare their Bids, or
where Transnet deems it necessary to provide Bidders with further information
to allow them to complete their Bids properly.

b) If a compulsory site inspection/briefing session is convened, minutes of the
meeting must be recorded together with an attendance register. The minutes
must include the queries/requests raised for clarification at the meeting,
together with the responses to those requests without identifying the sources of
the requests. I t is recommended that questions be submitted in writing by
Bidders and that Transnet respond in writing to all bidders within 48 hours of
the briefing session. The minutes must be forwarded to all Bidders who
attended the meeting so as to ensure that the same information is provided to
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all Bidders. This would enable the Bidders to take the minutes into account in
preparing their Bids.

c) Bidders are obliged to attend scheduled compulsory briefing sessions, as failure
to do so will result in disqualification of the Bids. The bid notices must clearly
indicate this. Discretion must therefore be exercised in deciding whether or not
a compulsory site inspection or briefing session is absolutely necessary.

d) If a compulsory briefing session is not considered absolutely essential,
consideration could be given to having a non-compulsory briefing session. In
such instances, attendance at such a meeting would be on a voluntary basis.
The RFX documents must clearly state this. The RFX should also state that
Transnet will not be held responsible if any Bidder who did not attend the non-
compulsory session subsequently feels disadvantaged as a result thereof.

e) Latecomers to any briefing session will be allowed to attend. However, no
information will be repeated for the benefit of latecomers. They must be advised
that the information will be made available to them by means of the minutes of
the briefing session. The minutes will be made available to all attendees who
completed the attendance register. Details of latecomers (e.g. company name
and names of their representatives, as well as approximate time of (late) arrival)
must be recorded on the site register, so as to ensure that Transnefs interest is
protected.

17.1.11 Electronic issuing and receipt of Bids

ODs may at their discretion, and provided that they have introduced sufficient
controls to prevent abuse, make use of electronic technology to:

• advertise bids electronically (e.g. website);

• issue bid documents electronically;

• enable electronic payment for bid documents where applicable; and/or

• receipt of Bids electronically.

This will only be allowed provided that the following basic requirements are
complied with:

a) Potential Bidders who are not in a position to access electronic media must also
be accommodated;

b) There is an option for potential Bidders to obtain either electronic or hard copies
of the bid document;

c) Where applicable, bid documents must be paid for, irrespective of whether the
bid documents are obtained in hard copy or electronically;

d) Appropriate measures must be taken to protect electronic versions of the bid
document;

e) Bids must be received in a controlled environment, and may only be accessed
/downloaded from the dedicated 'Electronic Tender Box' (ETB) after the closing
date and time;

f) The ETB should be able to send an automated acknowledgment confirming date
and time of delivery;

g) There should be a backup system in case of server failure;
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h) The ETB may not accept late Bids. A Bid is late if it is received at Transnet after
the dosing date and time. Bidders must be advised that server issues outside of
the Transnet electronic environment will not be considered as a reason for
acceptance of late Bids.

i) The ETB should be able to send a message to the sender to Inform him/her that
the Sid was received late and will not be considered;

j ) The ETB should be able to handle unlimited numbers of last minute Bids. It
should be impossible to overload;

k) ETBs need to be able to cater for different bids closing on different dates;

I) I t will be allowed to receive scanned original documents e.g. Tax and BBBEE
certificates; Transnet may however at its discretion decide to subsequently call
for hard copy certified originals if deemed necessary.

m) Documents must be write protected; and

n) There must be no file size constraints with regard to mail attachments.

Receipt and safeguarding of bids

17.2 PHASE 2: RECEIPT AND SAFEGUARDING OF BIDS

The RFX document should clearly indicate what must be stated on the outside of the
sealed envelope containing the Bid. Refer to paragraph 16.5. lu) in Chapter 16 on Bid
Preparation,

17.2.1 Bids a j e to be lodged are kept in a controlled environment

a) All bids falling within the jurisdiction of the AC must dearly indicate the physical
(and courier address, if not the same), and/or ETB address (if electronic Bids
will be allowed) of the AC where the Bids will be received.

b) Where the Bid price is reasonably expected to fall within the jurisdiction of a
Manager, (i.e. below the jurisdiction of the AC), the bid document must clearly
indicate to whom the Bids are to be addressed, the closing venue, date and
time.

c) If upon receipt it Is found that such Bids do fall within the AC's jurisdiction, they
are to be dealt with in exactly the same manner as if it had closed at the AC.
The award of such business must be referred to the AC for consideration in the
normal manner, together with an explanation as to why the bid did not close at
the AC.

d) Under no circumstances should such bids be cancelled and re-issued.
Furthermore, condonation is not required.

e) Bids that were anticipated to fall within the AC threshold, and which therefore
dosed at the AC, but were subsequently found to fall below the AC threshold,
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must be dealt with by the relevant Manager. The matter must be reported to the
AC for information.

f) Whprp «;nme Bids fat! belo.v the AC jurisdiction and some are within the AC
jurisdiction, the lowest priced responsive bid will determine where the matter
must be dealt with.

g) The tender box shall be fitted with two locks, and the keys shall be kept
separately by two nominated officials. No single person must be allowed to open
a tender box on his/her own. Both officials shall be present when the box is
opened on the stipulated closing date and time.

17.2.2 Unsealed Bids/Bids wi thout sufficient cover information

a) If a Bid is received unsealed or without the relevant information on the
envelope, the contents shall be ascertained and then sealed with a note made
on the envelope indicating:

• date of receipt and by whom (name, designation and contact number);

• the state in which the Bid had been received;

• number and description of Bid; and

• correct dosing date, time and venue.

It will then be placed in the correct tender box for opening at the appropriate
closing time.

b) When finally opened, such envelopes shall be kept on the appropriate files as a
record. The bid list compiled by the officer responsible for the bid opening
should also indicate that such Bid was received open, so that the evaluation
team can consider whether or not there is evidence of possible manipulation of
the process. However, such Bids should not be summarily disqualified.

17.2.3 Receipt of quotes via fax or e-mail

a) No Bid received by e-mail or fax must be considered unless the bid document
specifically provides for it.

b) Where the bid document specifically provides for the receipt of Bids via e-mail or
fax, provision must be made in the bid document to indemnify Transnet against
any claims which may arise as a result of a Bidder not being able to transmit
his/her quote to Transnet for any reason whatsoever before the closing time.

c) Faxed or e-mailed offers must be received by a person who has not been
involved in the development of the bid documents and/or will not be involved in
the evaluation of submissions.

d) Strict control measures must be exercised over fax machines used for the
receipt of low value Bids. Once received, the person responsible for receiving
the Bids must seal the respective Bids in separate envelopes and keep them in a
controlled environment until the closing date.

e) On the dosing date and time, the Bids must be opened and stamped. A register
of the quotes requested and received must also be kept. No additional quotes
are to be requested or considered after the closing date and time.

17.2.1 Late Bids
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Phase 3

a) Transnet will not accept any late Bids. A Bid is late if it is not placed In the
relevant Tender Box or delivered by hand by the bidder or his courier to the
relevant responsible person indicated in the bid document by the closing time
for such bid. A late Bid shall nol be admitted for consideration and where
feasible shall be kept unopened. A letter explaining the reasons for not
considering the late Bids must be sent to all late Bidders, The Bidders must be
notified that they may collect their late Bids if they wish to do so.

b) A Bidder must/ however, not be penalised if a Bid is received late due solely to a
fault on the part of Transnet.

c) Where it is necessary to open a late Bid to obtain the contact details of the
sender, each page of the document shall be stamped "Late Bid" before the Bid is
placed on the appropriate files. The exact time and date that the Bid was
received must be recorded. The envelope must be stamped, initialled and
retained for record purposes on the appropriate files.

d) However, the Chairperson of the AC has the discretion to decide whether a late
Bid may be considered where exceptional circumstances arise. The decision to
consider a late Bid should be taken with great circumspection. All documentary
evidence leading to such decisions as well as proof of the decision itself must be
kept on the appropriate file as part of the record. Hereunder follows a non-
exhaustive list of circumstances where an AC Chairperson may decide to
exercise discretion and accept a late Bid:-

• If Transnet was solely to blame for his Bid being late e.g. a labour strike
action in front of the building, or an evacuation drill effectively denying the
bidder access to the tender box;

« In cases where only one Bid is received and such Bid is received late. In
such cases, no prejudice is suffered by anyone if the late Bid is accepted.
Consideration must, however, be given to whether the process coutd have
been manipulated to favour the one and only late Bidder,

• Late responses on a RFI process where the purpose of the RFI was merely
to gauge what is available in the market, or to compile a specification; and

• Where the Bidder provides compelling reasons for being late, indicating
that the lateness of the submission Is not due to any fault or bad pianning
on his or her part.

e) Bidders who submit late Bids must be informed of their right to petition the
Chairman of the AC should they believe that they have valid grounds for
inclusion. The motivation for acceptance of a late Bid, plus the chairperson's
ruling on the matter, must be retained on the relevant files.

f) Late Bids that are not considered must be retained for a period of at least 6
months before being destroyed. Record of destruction must be recorded on the
relevant file.

Opening of bids

17.3 PHASE 3: OPENING OF BIDS

17.3.1 Time and manner of opening of bids
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a) Bids shall be opened promptly after the deadline for the receipt of Bids, or as
soon as possible thereafter.

b) Bids shall be opened by a duly auLhonseo. senior employee in the presence of at
least one other employee. The persons must declare their interest. In the event
of a conflict of Interest they must recuse themselves from the opening of the
Bids. In addition, the persons opening the Bid documents must not be Involved
in the issuing, evaluation or adjudication of that bid as they are perceived to
have an indirect interest in the bid.

c) There should be a check to verify that Bidders had paid bid fees, where
applicable. If bid fees had not been paid, the Bid must be endorsed accordingly,
and an explanation obtained from the Bidder by the AC Secretary, If no
reasonable explanation can be provided by the Bidder, the Bid must be
disqualified. A record of this decision must be kept by the Secretary.

17.3.2 Stamping of Bids

a) An employee shall date stamp the Bid and all attachments to the bid document
to signify that such documents were part of the original bid document. Bids
must be numbered in the sequence in which they have been opened and the
words "and last" must be endorsed on the last Bid. Where only one Bid has
been received, the words "and only" must be endorsed on such Bid.

b) Where Bidders are required to insert prices on price lists supplied by Transnet
and prices have not been inserted in all the relevant spaces on the forms or
have not been deleted by Bidders, such spaces shall be stamped "no price" by
the employee who opens the Bids. All pages indicating prices, delivery times,
special conditions, etc., that will be regarded as crucial during the evaluation
process must be stamped and initialled by the opening official.

c) Likewise, in instances where the Bidder has deleted prices and inserted new
prices, or where prices have been corrected with correction fluid, the opening
official must endorse the correct amount in words, initial next to it, make a copy
of the relevant page, and retain it on the bid file. When the matter eventually
serves at the AC for the award of the business, the AC Secretary must verify
that Bid prices or other crucial information have not been tampered with.

d) Where Bidders were requested to submit their Bids in duplicate (or more copies)
all duplicate documents must be stamped "Duplicate" on the cover page after
the opening official has verified that all the crudal information In the different
documents are identical.

e) The employee In charge of the bid opening will record particulars of all Bids
received in duplicate in a Bid Opening Register. The original list of Bids received
must accompany the original Bid documents when forwarded to the department
that invited the Bids. The name, contact details and signature of the person
collecting the Bid documents must be obtained and the duplicate list with the
signature will be kept by the bid opening office, either on the appropriate file or
in a register as part of the record.

Amendments and communication after dosing date
Phase 4
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17.4 PHASE 4: AMENDMENTS AND COMMUNICATION AFTER CLOSING DATE

17.4.1 Amendments after the closing date

iransnet is entitled to amend any bid condition, validity period, specification or plan
after the closing date of a bid. However, all parties who obtained bid documents and
submitted valid Bids must be advised thereof in writing by fax or e-mail and be given
the opportunity of bidding on the amended basis by an extended closing date and
time. Proof of such written communication must be kept for record purposes. Bidders
who did not submit valid Bids (e.g. submitted their Bids late, or who did not attend
the compulsory briefing session/site inspection) cannot participate in the extended
invitation. Authority for such communication must be obtained and is dealt with in
paragraph 17.4.3.d) below.

In the event of a material amendment to the specification or scope of work, to which
other new Bidders could possibly respond, the RFX must be cancelled and a revised
RFX must be advertised. This would give all other potential Bidders the opportunity
to respond. This can only be done after approval had been obtained from both the
person who signed off the RFX document (refer paragraph 16.6 above), and the
relevant AC. The cancellation must be advertised in the same media where the initial
advert was placed. If the cancellation and reissue happen simultaneously, they may
be advertised together where the re-issue makes reference to the cancellation. In
such instances it will not be necessary to obtain AC approval for a non-award as this
will delay the matter unnecessarily at this critical stage. However, full details of this
'intervention' must be disclosed to the AC when the final award of business
recommendation is made. Also refer to paragraph 17.1.8(c) in this regard,

17.4.2 Extension of validity periods

If a bid cannot be evaluated and awarded within the stated validity period, a
motivated request for an extension of the validity period should be made to the
appropriate AC to request an extension of the validity period. This request should
explain the reasons for the delay, and include the revised timeline for the completion
of the bidding process.

NB: Validity periods must be extended BEFORE expiry. Bids in respect of which the
validity periods have already expired cannot be revived. In such instances the
process must be started afresh after having obtained the necessary AC approval for
the non-award of the expired RFP.

If an avoidable delay occurs with adjudication, Bidders must be requested to extend
the validity period of their Bids on the same terms and conditions before the expiry
of the validity period. In such instances, Bidders will not be allowed to change any
aspect of their Bid, unless they are able to demonstrate that the proposed change/s
is as a direct and unavoidable consequence of the extension of the validity period
e.g. price changes due to changes in the market which have impacted major cost
components of their price. If a need arises to extend the validity period of the bid,
this must be done BEFORE the validity date expires since a bid process automatically
terminates on the validity date unless timeously extended.

17.4.3 Communication after the closing date

a) After the closing date of a bid (i.e, during the evaluation period) a Bidder may
only communicate with the chairperson and the secretary of the relevant AC.

b) No communication relating to the specific bid is allowed between a Bidder (or
any other party who has an interest in a bid), and any employee of Transnet
after the closing date and before award, except as provided for in paragraph
17.4.3 (c) below. Every case of unauthorised communication must immediately

Chapter ! 7. Eid Administration Page 129 of 202
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be reported to the Chairperson of the AC. The Bidder that is associated with an
unauthorised communication may be disqualified from the process.

c) Tt is accented that in certain cases Bidders might liave existing contracts with
Transnet, where communication regarding the existing contract is unavoidable.
However, any communication during the evaluation period of another bid,
should be limited where at all possible, and under no circumstances should
socialising, e.g. golf days, product launches, lunch/dinner invitations, sporting
events, etc., be entertained during this period. Even if no discussion about the
bid being evaluated is entertained during such social events, other competing
Bidders may form a perception of bias and it may lead to claims of an unfair
bidding process.

d) The chairperson, the secretary of the AC, or the Manager with the delegated
power, may subject to the provisions of paragraphs 17.4.3e), 0 and g) below,
authorise an employee in writing (including by fax or email) to communicate
with a Bidder after the closing date for the purpose of:

(i) Explaining and verifying declarations made in Bid response;

(ii) Confirming that a quoted price is correct, or requesting a breakdown of
the pricing without altering the price;

(iii) Confirming technical particulars and the compliance thereof with
specifications;

(iv) Determining whether there will be any change in price if only a portion of
the work is awarded to a Bidder;

(v) Requesting an explanation for an unreasonable price increase when it is
compared with a previous price and the interim movement of a relevant
price index;

(vi) Clarifying delivery times, quantities, etc;

(vii) Amending any bid condition, validity period, specification, etc. after the
closing date;

(viii) Clarifying any other commercial aspect;

(ix) Carrying out site inspections of the bidder's premises; and

(x) Requesting presentations by all Bidders. If only certain shortlisted Bidders
are invited for presentations, the relevant AC'S prior approval of the
shortlist must be obtained.

(xi) Requesting returnable documents erroneously omitted from the original
Bid.

e) During communication after the closing date, no change in a matter of
substance of the Bid, including changes in price, terms or changes aimed at
making an unresponsive Bid responsive must be sought, offered or permitted.
Also note that the above mentioned communication issues covered in paragraph
17.4.3 (d) do not include post-tender negotiation. This topic is covered in
Chapter 19 (Post Tender Negotiation) below.

Chapter 17. Bid /iclniimstrar.on Page IJO of 202
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f) Where the bid Is managed by a Spedalist Unit with a spedfic strategic focus on
behalf of the user OD, the Spedalist Unit shall coordinate all communication of a
technical, financial or commerdal nature between Transnet and the Bidder,

g) In all cases where authority to communicate with Bidders has been granted In
terms of paragraph 17.4.3(d) above, the submission to the AC must dearly state
the nature of the communication as well as who granted the authority to
communicate and the outcome thereof. Documentary evidence of all
authorisations to communicate, the actual communication as well as the
outcome thereof (bidder's response) are to be kept on the appropriate files as
part of the record.

Chapter 17: &d Administration
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CHAPTER 18 : EVALUATION AND RECOMMENDATION

>
SUMMARY OF BID EVALUATION

I t is the responsibility of the evaluation committee to ensure that the evaluation takes place
within the validity period. If there are delays, the validity date(s) of the bids should be
extended, using the process described in Chapter 17 (Bid Administration).

The following are the key steps to be followed during the evaluation of Bids.

Step 4

Test for administrative responsiveness
Procurement conducts test for administrative responsiveness
Highlights non-responsive bids for consideration and ratification by evaluation

Preparation for evaluation
Constitute an evaluation committee
Sign Declaration of interest / Confidentiality agreements

Test for substantive responsiveness
Evaluation committee confirms results of initial administrative test for responsiveness
conducted by procurement and conducts test for substantive responsiveness

Evaluation of the bid against pre-determined criteria
Study bid responses against the criteria listed upfrant in the RFP
Clarify bid uncertainties (bid clarification)
Make notes against each criteria to inform the eventual scores
Use the appropriate evaluation method determined at bid preparation phase
Reduce bid offers to a comparative basis
Capture the scores of each bid against all criteria
Submit completed score sheets to chairperson of evaluation committee for averaging
Moderate outlying scores

Final evaluation
Eliminate bidders who did not make all the relevant thresholds
Populate the relevant automated score card, based on Method 1 or Method 2

Recommendation
Prepare TEAR report containing recommendation to the AC
Record proper minutes of all the proceedings

Figure [29] - 6 Steps for Bid Evaluation

Test for administrative responsiveness
Procurement conducts test for administrative responsiveness
HlehliehU nnn-rpionnsivp bids for ronildpratinn and ratification bv evaluation

18.1 TEST FOR ADMINISTRATIVE RESPONSIVENESS

18.1.1 Test for Responsiveness based on returnable documents submitted and
signatures on the Bid documents:

FvL-lu";tit.fi a;*J ?.•-^ j--\-':>2r.r.,iUy.
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a) Check the Bid document to see whether all returnable documents called for in
the bid documents and which are required for evaluation purposes and/or
incorporation into the contract have been received.

b) The RFP must clearly identify those material returnable documents which must
be submitted upfront with the bid submission. If any such mandatory
returnable documents are not provided upfront, the bid must be regarded as
non-responsive e.g. tax clearance certificate, etc

c) Certain other returnable documents, although essential, may not result in
automatic elimination if not provided upfront. In such instances, a reasonable
grace period (about 5 Working Days) may be afforded to the Bidders to supply
the required documents. If the Bidder does not provide the document(s) by
the end of the grace period, the Bid(s) must be regarded as non-responsive.

d) A third category of returnable documents are those that are required from an
administrative perspective but which are not material or essential to the bid
e.g. a completed Vendor Application Form. The failure to submit such
documents for the purpose of evaluating and awarding the business will not
result in the bid being regarded as non-responsive, but could be requested at
a later stage.

e) If a Bidder had omitted to sign certain pages of the Bid documentation, he/she
may be requested to do so within a reasonable period of time (about 5
Working Days). If the signature is not provided within the timeframe provided,
the Bid must be regarded as non-responsive.

18.1.2 A schedule must be drawn by Procurement to indicate whether the Bids received
are administratively responsive or not, and the efforts expended to obtain any
outstanding Information (see example in Figure [30] below):

Returnable Document Comparative Schedule (add fields for all returnable documents)

RFX Number _ _

Duadda
Tu

EWdcr
by AC

VAT

Ccr&Kot*
PfUtA

Docmnb

after dua
Bid

Indicate
Data Ycj / No outrtandinp Yes / No

document!

lndlotn
Date res / No outstanding Yes / No

document!

Indicate
Yes / No Ye* / No Yes / No Yes / No Date Y d / No outrtaniltng Yes / No

documents

Indlcatn
Date Yes/No outstanding Yes / No

document!

Indicate
Dito Yin / No outtnndtng Ye* / No

docufiMnti

Yes / N o res / No res / N o Yes / No

Yes /No Yea / No Yea / No Yes / No

Yes / N O YCJ / No Y«_ / N o Yes / No

Ye* /No Y « / No YCJ / N o Yes / No

Figure [30] - Schedule to record Bid compliance

Preparation for evaluation
Constitute an evaluation committee
Siftn Declaration of interest / Confidentiality agreements

3 - i " . . . - • , . - , • ,t
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18.2 PREPARATION FOR EVALUATION

IS.2.1 Composition of Evaluation Committee / Panel

The composition of the evaluation committee would vary depending on the nature
of the particular goods/services being procured. As a guide, evaluation committees
should be determined as follows:

a) Low complexity evaluations

There are very limited criteria for consideration due to the absence of
complexity. Typically, criteria can be assessed through a 'yes' or 'no' question.
There must be at least two members on the committee - one from the
procurement department and the other from the user department.

b) Complex evaluations

Where a number of criteria are evaluated on a weighted point system method,
the evaluation committee should be cross-functional and should be composed
of procurement personnel and officials from the department/s requiring the
goods/services.

There must be at least three members, one of which must be a subject matter
expert. When it is deemed necessary, independent experts may also be invited
to a bid evaluation committee in an advisory capacity.

It is recommended that the people who serve on the CFST do not also serve
on the bid evaluation committee. Only if separation of duties is not possible
due to a lack of resources/expertise, may the CFST and the evaluation
committee be allowed to have the same membership. If the same people
served on both the CFST and evaluation committee, this must be recorded in
the minutes, and be disclosed to the relevant AC.

c) Highly complex evaluations

A properly appointed mutti-disciplinary evaluation team must be utilized. The
evaluation committee may comprise sub-committees. Each sub-committee
must be composed of at least 3 or more specialists in that field of expertise. A
sub-committee will evaluate Bids only in the field that they are tasked with,
e.g. Quality, commercial, SD, preference, etc.

(For bids falling within the threshold for High Value Tenders also refer to the High
Value Tender Process available on iSCM Transnet Intranet).

18.2.2 Declaration of Interest / Confidentiality

a) Prior to commencing with the evaluation all members of the evaluation panel
must sign a Declaration of Interest form, indicating whether or not they have
an interest in the particular bid or any of the Bidders. Also refer to the Code of
Ethics (paragraph 5.5 above) for further information on Declaration of Interest.

b) Information relating to the evaluation of Bids shall not be disclosed to suppliers
or to any other person not officially involved In the evaluab'on or adjudication
process. A confidentiality agreement must therefore be signed by all members
at the start of every meeting of the evaluation committee.

Cnapror \? Evaluation and R-?commsn:1.-.t»-;i Pat]<2 135 cf 202
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18.2.3 Setting the ground rules for evaluation and rules of conduct

At the onset of the initial meeting, the Chairperson of the committee must indicate
to the members that the following scoring methodology is to be used;

a) Confirm whether Method 1 or 2 will be followed as well as the weighting per
category and thresholds as set out in the RFP (See Chapter 13 - Determining
Evaluation Criteria).

b) Confirm whether scoring will be done in terms of a desktop evaluation only, or
whether It will also include site visits, presentations and/or interviews. This
should be Indicated in the RFP;

c) Validate scorecard, including the prompts for judgment;

d) Members of the evaluation committee must score each Bid individually, i.e.
each member must score every Bid without consulting any other members;

e) Thereafter, the raw scores given by each evaluator in respect of every criterion
and sub criterion are populated onto a comparative score sheet;

f) The Chairperson of the evaluation committee identifies any numerical outliers
(if any) and follows a process of moderation;

g) After moderation, the scores given by each of the evaluators in respect of each
Bidder are averaged and allocated per Bidder;

h) The weightings for each criterion and sub criterion are then allocated against
the average score for each Bidder, to determine the final weighted score per
Bidder.

18.2.4 Rules of Conduct

a) Consistency throughout the whole bid evaluation process is essential. All
members of the evaluation team must evaluate all the bid responses. This also
entails having a kick-off meeting where the entire evaluation team is present
and all aspects of the evaluation process is agreed upon to ensure that
everyone is aligned.

b) Although it would be ideal, the evaluation of all bids need not necessarily be
completed at one sitting of the CFET.

c) It is important that all members are present at the moderation session, be it in
person or via teleconference. All members must sign off on all the relevant
score sheets, including the final automated scorecard (previously known as the
B-BBEE scorecard)

d) Minutes must be kept of all decisions and important deliberations taken at
each meeting of the evaluation team.

e) Document security must be maintained at all times.

18.2.5 Evaluation criteria

Bids may only be evaluated in accordance with the criteria specified in the bid
documentation (such as specific returnable documents, pricing, quality, commercial,
SD, preference, financial stability, etc.).

Chapter IS: Evaluation and Recommendation Pgrje 136 of 202
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a) In cases where an evaluation criterion was unclear and it resulted in divergent
and incomparable responses being received from the Bidders, the criterion
should be clarified and sent to all Bidders. They will then be required to
resubmit Bids only in respect of such amended criterion/criteria.

b) In cases where a critical factor was not included in the evaluation criteria, an
addendum to the RFP should be issued and sent to all Bidders to provide
information pertaining to the additional criteria. The CPO must approve the
inclusion of the additional criteria as well as the amendment to the RFP.

c) However, if the required clarity in respect of a) above or the introduction of
new criteria In respect of b) above, introduces a substantive change to the RFP
then, in the interest of fairness, an amended RFP should be issued by issuing a
new tender to the market. ^

Test for substantive responsiveness
Evaluation committee confirms results of initial administrative test for responsiveness
conducted bv Drocurement and conducts test for substantive resoonsiveness

18.3 TEST FOR SUBSTANTIVE RESPONSIVENESS

The evaluation committee is required to confirm the result of the administrative test for
responsiveness undertaken by Procurement.

A Bid is substantively responsive if it conforms to all the terms, conditions, scope and/or
specifications of the bid documents without material deviation or qualification. A Bid is
regarded as substantively responsive even if it contains minor deviations that do not
materially alter or depart from the characteristics, terms, conditions and other requirements
set forth in the bid documents. Any such deviations must be quantified as far as possible.
These deviations must be considered during the evaluation and comparison of Bids.

Before evaluating the Bids, members of the evaluation team are required to:

18.3.1 Verify the names of the entities appearing on the bid documents against the
correspondence (copy of the bid register) received from the AC Secretariat (i.e.
check that only those Bids received through the Secretariat, are being
considered);

18.3.2 Check that all the pages of the respective Bids had been date-stamped by the
Secretariat;

18.3.3 Check that each Bid reflects a consecutive stamped number, consistent with the
Secretariat's correspondence. (This normally forms part of the Secretariat's bid
date stamp).

18.3.4 Check that all pages of the bidder's covering letter (if any) and all pages
containing pricing, delivery and any other conditions, which may have a direct
influence on the evaluation process, have also been initialled by the Secretariat;

18.3.5 Check that the last (highest numbered) Bid also reflects the stamp "and last" (or
"and only", in respect of instances where only one Bid was received) on all its
pages; and

18.3.6 Any deviation from the above must be brought to the attention of the AC
Secretary. A memo explaining such deviation must be compiled by the Secretary

0058-0373-0001-0298
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and submitted to the evaluation team. Copies of this memo shall be kept on the
Secretary's file as well as the evaluation file. The memo shall also be included in
Li'tc AC agenda pack. The evaluation committee shall express an opinion on such
deviation in their final report to the AC.

18.3.7 Confirm the results of the initial test for administrative responsiveness conducted
by Procurement.

18.3.8 Reject Bids that do not pass the test for substantive responsiveness.

A Bid is considered substantively non responsive if it:

(i) does not contain pricing or response to any other crucial aspect stated in the
RFP document;

(ii) does not meet minimum pre-qualification criteria;

(iii) materially departs from the scope, or specification of the Goods/Services
requested, and

(iv) would affect the competitive position of other Bidders presenting responsive
Bids, if it were to be rectified.

Non-responsive 8ids must be rejected and Bidders shall not be allowed to modify
their Bids once they have been rejected as non-responsive. Exclusion of a Bid as
non-responsive must be defensible based upon objective and justifiable grounds.

Evaluation of the bid against predetermined criteria
5tudy bid responses against the criteria listed upfront in the RFP
Clarify bid uncertainties (bid clarification) in terms of 17.4 3
Make notes against ea<.h criteria to inform the eventual scores
Use the appropriate evaluation method determined at bid preparation phase
Reduce bid offers to a comparative basis

£. j. Capture the scores of each bid against all criteria
^ Submit completed score sheets to chairperson of evaluation committee for averaging

Moderate outlying scores
Apply relevant weightings to determine final weighted scores

18.4 EVALUATE THE BID AGAINST PRE-DETERMINED CRITERIA

Evaluate the Bid against pre-determined criteria using comparative schedules or score-
sheets as follows:

18.4.1 Ensure that the evaluation process is strictly aligned with the evaluation
methodology outlined in the bid documents, i.e. either Method 1 or Method 2 (see
Chapter 13 - Determining Evaluation Criteria). If certain Bidders have not met
the thresholds for Phase 1, no further scoring in respect of those Bidders takes
place in Phase 2.

a) Local Content

If the transaction falls within one of the designated sectors as determined by DTI,
and it was stated as such in the RFX document, Local Content/manufacture (LC)
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will always be evaluated as a first step, to determine whether such Bid complies
with the stipulated minimum threshold for that particular designated sector.
Bidders that do not meet the stipulated minim'Jm threshold for LC do not progress
any further and are rejected at this stage. This applies Irrespective of whether
Method 1 or 2 is utilised. The threshold as determined by the DTI is not
negotiable and bidders who do not meet the minimum set thresholds will be
disqualified and will not be evaluated any further.

b) Supplier Development/ Quality (functionality) and Preference

(i) Evaluating each Bid individually

Each member of the evaluation committee is required to study Bid responses
and record observations. The evaluator must first get an overall view of each
Bid. This is done by studying each Bid Individually; and then comparing it to
the evaluation criteria.

The prompts that were provided for judgment or qualitabve indicators relating
to all SD criteria and any sub-criteria that are linked to a specific score should
be used in assessing the Bids.

The evaluation of Bids shall be based on the information contained in Bid
submissions, and where relevant from interviews, presentations and site visits.
Bids should not be evaluated on the basis of speculation or the
personal knowledge or subjective experience which an evaluator has
of any particular Bidder.

The evaluator must record observations on the bidder's response to each
specific evaluation criterion on the score sheet. References to page numbers
should be added where applicable.

At this stage, no scoring is done.

Score-sheet 1 {Figure [31]below is used for such observations and is available
on the Transnet Intranet).

iheet l
Wt Number
Name of evaluation committee member

Worting scoresheel
(Insert RFP Number)
(insert name of evaluation committee member

CRITERIA (Supplier Development
Score COMMENTS

Value of investment in plant

Redudoninirr port leakage

Potential increase in expert content
Number company employees to be trained
Number of downstream supply chain individuals to be trained

Certified training
Rand value on training to be spent in the industry

^procurement from QSEs

BIDDER MO. 1 BIDDER NO.3

COHHfNTS

O&fi [swop* ID vawH

._ BmOCRNO-2

Store COHMEKTS

brides'!

.is mtk
ID vati

Figure [31] ~ Score-sheet 1
(ii) Scoring

The next step is to allocate scores on Score-sheet 1 above. This Is done by
scoring one evaluation criterion at a time for all Bidders. E.g. compare and
score the responses to 'Value of investment in plant' for all Bidders before
moving on to the next criterion.

Page 139 cf 202
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All scores must preferably be out of 10 (I.e. the 1 to 10 scale, although a 1 to
5 scale can also be used ifsperific objertivp rr^a^inng criteria has bed* ie:).

Rnally, each member's individual scores in respect of each bidder must be
carried over from Sheet 1 and inserted on score sheet 2 - see below.

Sheet! Final member scoresheet

RFP Number (Insert Rf P Number)

Name of evaluation committee member (Insert name of evaluation committee member

CRITERIA (Supplier Development)

Value of investment in plant

Reduction in import leakage

Potential increase in export content

Number company employees to be trained

Number of downstream supply chain individuals to be trained

Certified training

Rand value on training to be spent in the industry

% of planned procurement from QSB

Total

BIDDER NO. 1

Score

5

4

5
5

4

i/i
4

c

37

BIDDER NO 2

Score

7

6

e
8

5

6

6
51

BIDDER NO. 3

Score

5

5

4

5

4

c

I

35

BIDDER NO. 4

Score

7

6

e
8

7

8

7

6

55

Figure [32] - Score-sheet 2

(iii) Moderating scores

The Chairperson of the evaluation committee transcribes all the individual
members' scores from the respective score sheets (Sheet 2) onto the
consolidated score-sheet. (Score-sheet 3, see example {Figure [33]) below.
These scores should be regarded as provisional and subject to moderation.

In the event of significant variances in individual scores, the scores must be
moderated at the discretion of the Chairperson of the evaluation committee.
An outlying score/s should as a general guideline be determined where there is
a point differential of more than 4 points on the 10 point scale as compared to
the other scores. The outlying scorer (Nivan, in the example of Sheet 3 below)
must be asked to motivate his/her score(s). If the score can be rationally
explained, the score can remain unchanged. Other scorers should be afforded
the opportunity to reconsider their scores, in light of the explanation provided
by the outlier. If the outlier cannot rationally explain his/her score, he/she
must be asked to reconsider the score. If the outlier refuses to reconsider the
score, the chairperson of the evaluation committee may approach the AC
Chairperson for a ruling on whether the outlier should be replaced with a
different scorer or not.

The process followed with moderation of scores must be recorded in the
minutes of the evaluation committee. Any changes to a score sheet due to the
moderation must be countersigned by both the scorer and the Chairperson.
This should also be cross-referenced with the relevant minute/resolution.

(iv) Weighting scores

The following provides an explanation on how weighted scores are arrived a t
However, there is an automated score sheet available on the iSCM Transnet

Chapter is F
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Intranet, where the weighted scores are automatically calculated based on the
raw scores.

Stepl

The Chairperson calculates the average scores per criterion per Bidder
(after moderation). This is done by dividing the sum by the number of
evaluators to arrive at an average score for each particular criterion per
Bidder.

V

Steel 3

CWTtfUA [Supper DewtopfMirt)

VaLsafiPteitTent aofjrl

Ssd-Jdion tk-mpwtle>o|e

PoHrta ncestia inert corisnt

Number csftpxt emcees la U aired

Vjtrhrcfdmrsejnsjprt^ar.t./Vd-^la^ta-.c

Certisdtenirg

nandnLe onbin'ri ts 35 saitir the inistry

',cfp:anre3p-XL-f,Ter:lf3.T,QSEi

rod

Icmned score siest

NcntNe

4

3

4

4

3

4

3
*

3

Bddetfcl

Edi t ion MemberSmrtJ

Thulvi tfvan

5j J E

4 i' I

S, J 8

) 3 ,
5 < 5

4 4 J

5 1 I

J?; 30 63

Averajt

Hal

EVIIJAOTI Member Scorts

Nomhlt

6

Sis! S

525, 5

e
) ft. ;

, i s
1

O 5 43

Thuiini

6

e

5

>
i

Nivan

1

*

7

, 5

! n

1

i

2

I

a

AvtnfE

ih

425

475
Si

52S

4.7S

s
45

Figure [33] - Score-sheet 3

Step 2
The Chairperson must now calculate the weighted scores against each
criterion to determine the total weighted score against each Bidder. (See
example in Score-sheet 4 - Figure [34] below)

For example, a score of 8 out of 10 for a particular criterion that has a
weighting of 20 will be calculated as follows:

STES'.I Fir;! W5iji:«-J Kjfiiiee;

HfPNJThs- (Insert afPfurar l

avnRA(S«ppfi(r[)mlopniitt)

Valued rwestrerUpiir.:

RidiiflKf, i ir.poit>ik2p

PolS'trsT irfOsaseinupurtccnterl

N jri-er compjiy tir^vfin lobe t?ared

Number of downstreyniup^mar ndwjjslslabe trained

OrtiffCLTlpinj

RandviieMto'fiifljtcbesM'itirtfce mlustry

% of plrjwd praojR.Tienl 'rwn DSb

a
u
u

u

u
IS

»

B & r Number

No 1

SCOT

5

*n
53
5B
SS

I:
475

SJ5
ft

S2S+ tffi!
<> * i

«JS{ 5O17S

No. 2

Son

75
5

6

!
5

f

i

15
G

(

IE

i
7i

No]

San
4

S

J5I
iS

J
5

«

VAyted

a
s

45
u

15
j

t75

No. 4

San | W e ! j M

7| 1(

6J (
1 6

7j

f
7
6

B| G

, __,.-, ^..__ ., Figure [34] - Score-sheet 4 " ~ "" J
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The total weighted score above represents the ranking of each Bidder in
respect of SO.

Note: The score for preference (B-BBEE scorecard only), together with the
score for SD determines the SD Threshold. See example below, which
indicates how the SD score and the B-BBEE score according to recognition
level added together are used to determine the consolidated SD/preference
score for threshold purposes assuming a 60% threshold.

Bidder

Bidder No. 1
Bidder No. 2
Bidder No. 3
Bidder No. 4
Bidder No. 5

35

41.5
43.26

45

25

Scorecard
(50)
40

45
\

TOTAL
(100)

75
91.5
78.25

90
30 N on-responsive - minimum threshold not met)

Figure [35] - Consolidated scorecard for SD/B-BBEE

18.4.2 Quality / functionality offer

For the purpose of evaluation, Quality is considered to comprise all the criteria set
out in the RFP, except price (or TCO), 5D and preference (B-BBEE and/or FRC).

As with the evaluation of the SD offer, the Quality/Functionality proposal must be
evaluated against the criteria as stipulated in the RFP, Repeat the process as
stipulated in paragraph b), utilising the Quality/Functionality criteria and component
weightings.

18.4.3 Preference

Preference is scored according to the B-BBEE scorecard only and the FRC criteria
(Current and Future) will only be used in the final evaluation stage.

Final evaluation
Eliminate bidders who did not make both the thresholds
Populate the relevant automated scorecard, based on Method 1 or Method 2

18.5 FINAL EVALUATION

One of two methods of evaluation may be used depending on what was stated in the RFX
document (Refer to paragraph 13.1).

18.5.1 Applying the criteria in Method 1

a) Method 1: Phase 1 (Refer paragraph 13.1.1 above)

All Bids which have failed to achieve the minimum qualifying threshold for LC
(where applicable), SD/Preference or Quality must be rejected. All Bids which
exceed the minimum qualifying threshold for quality are regarded as 'equally
technically compliant' irrespective of the margin by which they exceed the
threshold.

~r" _ -J- - - " J i ^ '
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All Bids that have achieved or exceeded the minimum qualification thresholds for
firstly, LC (if applicable), SD/Preference and Quality/Functionality1 ptuceea to
Phase 2. They must now De evaluated further in terms preference and SD for a
second time, as well as Price.

b) Method 1: Phase 2 (Refer paragraph 13.1.1 above)

Only the Bidders who had met the predetermined thresholds for firstly LC (if
applicable) and both SD/Preference and Quality progress to this stage.

(i) Score for SD

With regard to the evaluation of SD in this phase, no new evaluation takes
place. The points awarded to Bidders in Phase 1 for SD are simply weighted
and added to the weighted scores for preference and FRC both Current and
Future strictly in terms of the criteria as stipulated in the RFP document.

(ii) Score for Price

Before conducting a mathematical evaluation of price, a cognitive evaluation
will be conducted in order to determine the reasonableness of the price
quoted. All bidders will be required to provide supporting documentation
motivating their price e.g. complete a checklist indicating which aspects of
their bids have been quoted for. Such a checklist will be included as a
returnable document in Transnet tenders and will allow Transnet to conduct a
comparative analysis in terms of pricing. Bidders who fail to quote on all
Transnet mandatory requirements will be declared non responsive.

Next, select and utilise the automated scorecard for Method 1.

The following formula has been built into the automated score sheet to
calculate the score for price:

Pbm
Ps = —— x Wl

Where: Ps = Score for Bid under consideration
Pt = Comparative price of Bid under consideration
Pbm = Benchmarked price calculated using average price of

bids received less 10%
Wl = The percentage score given to price

Bidders with a price lower than the benchmark will be given an automatic
score of the full points allocated to price.

The method to calculate the benchmark against which all prices are evaluated
may be adjusted on motivation to and approval by the GCE.

A bidder's score for price must be added to the consolidated score for SD,
BBBEE and FRC. The Bid with the highest score must be selected unless there
are objective criteria other than the evaluation criteria that justify the award to
another Bidder. This discretion must be exercised sparingly. Examples which
would justify the award to a bidder other than the highest ranked bidder
includes instances where the highest ranked bidder has just been fined a huge
amount by the Competition Commission which impacts on its ability to deliver
on the contract; or notice has just been received from iSCM Governance that
the company has been placed on Transnet's List of Excluded Bidders.

Chapter IS, Evaluation ana Recommendation Page 143 of 202
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Where two or more Bids have scored the highest equal points based on Price
and SD/Preference, the Successful Bid must be the one willi Uic hiynest score
oil preference.

Pricing Offer

All Bid pricing offers must be reduced to a common base in a comparative
schedule in order to facilitate a fair comparative analysis. In order to facilitate
a fair comparison between Bids, it is necessary to distinguish between the bid
price and comparative price as the Bid price may not include certain factors
impacting on cost. As stated in chapter 16 above on Bid Preparation, it is
necessary to provide all Bidders with a uniform pricing schedule to ensure all
Bidders include not only the base price, but all other factors that may influence
total cost of ownership (TCO). if a comprehensive pricing schedule is provided
by all Bidders, it will ensure that prices received are already on a common
basis. Failing this, Bidders must be asked to re-submit prices in accordance
with a clear pricing schedule; alternatively, prices must be reduced to a
comparative schedule as follows:

• Whether the cost of transport has been factored into the Bid price.

• Incoterm-related costs, i.e. all other transit-related costs in respect of
Goods supplied from abroad, must be added to the Bid price. These
include: inspection costs, freight and insurance (from the place where the
Goods have been offered to the destination where it shall be delivered),
landing charges, customs duties, import duties, wharfage, etc.

• Unconditional discounts must be subtracted from the Bid price, where
applicable.

• Other considerations which affect a non-fixed Bid price such as price
adjustment factors, currency, etc. that affect the prices over the full
period or part of the contract period.

• Time value of money where cash flow implications differ, e.g. when
upfront or staggered payments are required rather than a lump sum
payment at the end of the contract.

• Differences in Quality which can be expressed in monetary value, e.g. if
one bidder's brake blocks guarantees a 20% more useful lifespan than
another bidder's.

• Any other incidental costs which may arise from the acceptance of an
offer.

Any modification to the bidder's original Bid price due to the process of
reaching comparative pricing must be validated with the Bidder him/herse!f.

Arithmetical errors, i.e. obvious arithmetical errors, must be pointed out to the
Bidder (with permission from the AC Secretary) and corrected figures utilised
for comparative purposes.

The comparative schedule should reflect the comparison of prices under the
following headings (delete where not applicable):

• Tendered prices

ne* 1: F',glu3don anil Riacor.unendatiCn Page K 4 of 202
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Arithmetical corrections

Comparative prices

Projected prices

TCO adjustments

Total comparative price

(iii) Score for Preference

Preference is scored according to the B-BBEE scorecard and FRC Current and
Future in the final evaluation stage.

EXAMPLE 1 (Automated score sheet in respect of Method 1)

BASIS FOR CO^PAftATlVE C; rErt : METHOD 1: PRICE (W) 60 [22) BB8EE (10) AND FRC (10)
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c Figure [36]
From figure [36] above, Bidder B becomes the Preferred Bidder as he has attained the highest
score out of 100. The recommendation to the AC will therefore be In favour of B (and not Bidder D
although D has the highest B-BBEE contribution level or Bidder A who is the cheapest).

18.5.2 Applying the criteria in Method 2

Phase 1 of Method 2 is exactly the same as Phase 1 of Method 1. The difference
between the two methods is in Phase 2, where Quality/Functionality is added as a
fourth evaluation criterion and given a weighting greater than price, SD and
preference.

Select and utilise the automated scorecard for Method 2.

A bidder's score for price must be added to the consolidated score for SD, BBBEE
and FRC.

of .?0
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Where two or more Bids have scored the highest equal points based on Price,
Quality and SD/Preference, the Successful Bid must be the one with the highest
score on quality, since quality carrier the highest weighting.

Such criteria must be communicated in advance in the bid documents.

EXAMPLE 2 (Automated score-sheet in respect of Method 2)
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Recommendation
Prepare TEAR report containing recommendation to the AC
Record proper minutes of all the proceedings

18.6 RECOMMENDATION

18.6.1 Tender Evaluation and Recommendation Report (TEAR)

After a bid is evaluated a TEAR report should be completed by the Chairman of

the evaluation committee setting out how all relevant evaluation criteria were
measured and how Bidders were ranked as a result of the evaluation process. The
motivation for the award of business must be supported by the evaluation score
sheets 3S well as a copy of the automated scorecard. These documents must
accompany the AC submission regarding the final award of business or the
submission to short-list for post-tender negotiation.

The TEAR report must substantiate the results of the evaluation. This includes
reasons why a Bidder was eliminated, for example, due to non-responsiveness or
failure to meet any minimum technical qualifying criteria.

18.6.2 The recommendation to the AC

a) A recommendation for the award of the business must be drafted for
submission to the relevant AC. This must be accompanied by the evaluation
report motivating how all the relevant selection criteria have been evaluated.
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Trie evaluation panel may be called upon by the AC to clarify any
uncertainties.

DJ When for whatever reason, it is considered in Transnet's best interest to award
only a portion of the scope of requirements, Transnet should consider giving
an opportunity to all participants in the bid process to re-bid on the amended
scope by a new closing date and time. This is because a reduction in scope
may impact on pricing / discounts offered by Bidders which in turn could affect
their competitive position.

18.6.3 Reasons for recommendation

a) The reasons for recommending a particular Bid(s) must be clearly stated by
the recommending officers.

b) When only one technically Acceptable Bid is received and recommended for
acceptance, it shall be indicated whether the prices are fair and reasonable
and how this has been determined (e.g. benchmarking against previous prices
etc.).

c) If a Bid other than the Bid with the overall highest score is selected, the
recommending officer shall provide a full explanation for this decision, and
state which objective criteria are relied upon to justify the recommendation of
such Bid.

d) In the event that two or more bids have scored equal total points, the
successful bidder must be the one which scored the highest number of
preference points for B-BBEE, except in the case of Method 2 where the equal
scorer, with the highest score for quality will be the successful bidder.

e) Should two or more bids be equal in all respects, the award shall be decided
by the drawing of lots.

Chapter tS" E'-aluaiion and Keccnniner.rj.iEi on Page i-t/ o' 20<!
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CHAPTER 19 : POST TENDER NEGOTIATION

19.1 POST TENDER NEGOTIATION (PTN)

19.1.1 Post Tender Negotiation is an effective tool to drive down cost or extract further
value for Transnet and can be used very effectively in conjunction with any
procurement mechanism. PTN is used after the evaluation process has been
completed and the Preferred Bidder/s have been identified and approved by the
relevant AC, based on the criteria as set out in the RFX. PTN is normally reserved
for high-value, strategic commodities, but it may also be used in lower value
transactions where it is considered that further value for Transnet can be extracted
from this process. Depending on the circumstances, this tool can be used either
with all technically compliant Bidders, or a selected short-list, or even with the
Preferred Bidder only, but subject to the following requirements to ensure good
corporate governance.

19.1.2 In order to ensure that PTN is conducted in a fair manner, shortlisted Bidders
should be negotiated with individually. The negotiation process should follow the
same agenda for all Bidders. After negotiation the Bidders should submit their best-
and-final offers, in the relevant tender box, by a specified closing date and time.
After proper evaluation of all be st-and-final Bids received, business is ultimately
awarded to the highest rank Bidder, based on these offers.

19.1.3 PTN may only take place if the RFX document contained a clause stating that
Transnet reserves the right to enter into post tender negotiations with a Preferred
Bidder or any number of shortlisted bidders'.

19.1.4 Before PTNs are conducted with the Preferred Bidder or short-listed Bidders, it
must be approved by the relevant AC. The R-value of the proposed contract to be
negotiated will determine within which AC's jurisdiction the matter falls. (Refer to
paragraph 19.3 below for instances where PTN is envisaged for transactions falling
below the AC jurisdiction.) The submission requesting authority to negotiate should
include the following:

• list of Preferred Bidders (or Bidder) and how the list has been determined
including the threshold set for qualification for PTN;

• the composition of the negotiating team;

• the targeted price reduction;

• the Increase in SD commitment;

• B-BBEE commitment;

• the motivation for PTN; and

• other aspects that will be negotiated to achieve a "win-win" situation, e.g.
payment terms, minimum order size and frequency, delivery, lead times, etc.

19.2 AUTHORITY TO ENGAGE IN PTN (transactions fall ing within AC jur isdict ion)

19.2.1 Matters falling within the jurisdiction of the AC (i.e. above the minimum R-
threshold of the AC), should be submitted for the approval of the AC in the normal
manner, indicating in detail the process followed in determining the shortlist of
Bidders to be negotiated with, details of the agenda that will be negotiated, etc.
(refer to paragraph 19.4 below),

a) Upon receiving AC approval, and completion of the PTN process, and the
resultant evaluation and scoring of the best-and-final Bids, full details of the

Chapter 19 R^t Tender Negotmtrafi
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best-and-final offers, must be provided when a recommendation on the final
award of the business is made to the relevant AC

b) On these higher value transactions, the negotiating team to be appointed by the
relevant AC, shall comprise of procurement, SD, technical, financial and
commercial (marketing) and legal disciplines, (where appropriate), to facilitate
unity of purpose from Trensnefs perspective and to enable the Bidder to deal
with all relevant matters before making a final offer.

19.3 STANDING AUTHORITY TO PTN (transactions falling below AC jurisdiction)

19.3.1 It would also be acceptable, especially in respect of transactions falling below the
AC minimum Rand thresholds, for certain officials (preferably in procurement), to
be given specific standing Delegated Powers to conduct and/or authorise PTN,
without the necessary prior AC approval as contemplated in paragraph 19.2 above.

a) This authority must be obtained from the Manager or CPO and must be included
in the Delegation of Authority of the relevant official. Copies of this should be
filed with the AC Secretariat. The standing Delegation of Authority must clearly
reflect the maximum transaction value for which the official may conduct or
approve PTNs, without prior AC approval. Full details of all such PTN
transactions undertaken, should be reported to the AC at regular intervals.

b) A standing authority to negotiate is different from a standing authority to
communicate (refer to paragraph 17.4.3) and separate PTN authority must be
obtained. Standing Delegated Powers to negotiate will be granted with great
circumspection and only to employees who have demonstrated the necessary
negotiation skills.

c) Detailed records must be kept in the relevant files of the Bidders who have been
negotiated with, how their eligibility for PTN was determined, including their
best-and-final offers received. Copies of such standing authority must also be
kept on the relevant files. Standing authority to conduct/approve PTN should not
exceed the minimum R-vafue thresholds of the AC. In such cases the process as
outlined in paragraph 19.2 above detailing the AC's involvement in the various
stages, must be followed.

19.4 PTN PROCESS

19.4.1 Under no circumstances may prices of one Bidder be disclosed to another with the
request to improve on such price in order to be awarded the business. This is
considered as 'horse-trading' and is considered an unfair business practice. Such
misconduct will not be tolerated and will result in disciplinary action.

19.4.2 It is important that all members of the PTN team sign declarations of interest and
non-disclosure or confidentiality agreements when appointed to such teams. These
forms must be kept on the appropriate files as an audit trail,

19.4.3 Negotiations must be preceded by thorough research and a caucus discussion by
the cross-functional negotiation team to be able to obtain a co-ordinated approach.

a) To ensure fairness, the same agenda must be used with all short-listed Bidders
to ensure that all Bidders are provided with the same information and the same
opportunity to improve their Bid in all respects. The agenda must be made
known in advance to all shortlisted Bidders so that they can prepare for the
negotiations. The final evaluation criteria against which the best-and-final Bids

Chapter 19' Past Tardcr Negotiation Faq* [•'•'•) o f 2
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will be scored should also be disclosed to the shortlisted Bidders, Such criteria
may only differ marginally from the original criteria a? p°r the RFX document.

b) The objectives of the negotiating team must be recorded in consultation with
the relevant disciplines concerned (e.g. financial, 5D, technical and commercial).

c) The objectives should be approved by the relevant AC, The financial
advantages, or other objectives sought (e.g. B-B8EE commitment, Enterprise
Development initiatives, faster delivery, etc.), must be quantified and no
negotiation wifl be regarded as final until all the approved objectives have been
properly negotiated by the negotiating team. After receipt and evaluation of the
best-and-final offers, the results must be recorded against the envisaged
objectives.

d) Under no circumstances should a Preferred Bidder be informed that he has been
awarded a contract prior to the PTN process, as that would jeopardise
Transnefs negotiation power.

e) Where PTNs are conducted with a duly approved short-list of Preferred Bidders,
all such Bidders must be requested to deposit their "best-and-final offer" in the
tender box by a set closing date.

0 This method may also be employed in the single Preferred Bidder scenario, if
there is reason to believe that this may yield a further price reduction, or extract
further value for Transnet, subsequent to the negotiation session.

g) Although PTN offers shortlisted Bidders the opportunity to improve upon their
Bid in areas such as price, quantity, etc., care should be exercised to ensure
that the final contract negotiated does not differ substantially from the terms
and conditions of tender set out in the original RFP document

19.5 APPROVAL TO AWARD BUSINESS AFTER PTN

19.5.1 Business may be awarded to one of the shortlisted Bidders or split between any
number of shortlisted Bidders.

19.5.2 It is possible and permissible for the ranking of shortiisted Bidders to change from
the first evaluation stage when the shortlist was determined, to the final ranking
after PTN was conducted and the best-and-final Bids were evaluated, provided that
PTN was conducted strictly in terms of the rules as stipulated above.

19.5.3 In instances where the relevant AC has authorised PTN with a shortlist of Preferred
Bidders, the ultimate award of the business, whether awarded to one or more than
one shortlisted contender (i.e. a split-award) should again be presented to the
relevant AC which approved the Preferred Bidder/short-list.

19.5.4 In instances where the relevant AC has authorised PTN with a single Preferred
Bidder, the ultimate award of the business must also be presented to the relevant
AC for approval to ensure that the final contract Is substantially the same as the
terms indicated in the RFP, unless the AC approved the preferred bidder and the
subsequent award of the contract, upfront, due to operational requirements,
(urgency etc), in which case the final negotiated terms, and contract value needs to
be reported to the AC for information purposes only.
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CHAPTER 20 : ADJUDICATION

•- J

20.1 GENERAL PRINCIPLES

Adjudication can best be described as the validation of the process leading to the
recommendation of the Successful or Preferred Bidder/s. It is important to note that there
are two different elements to this and these are often confused.

20.1.1 The ACs do not have any contracting powers and as such do not actually conclude
the contract in the name of Transnet. The AC validates the process of selecting the
Successful / Preferred Bidder.

20.1.2 When an AC has approved a submission, it clearly does so subject to the provisos
listed in paragraph 21.3.1, one of which is that the person with the necessary DoA
has to sign the actual contract. Likewise, the person with the necessary DoA may
not execute his DoA and sign the contract, without the relevant AC approval of the
process.

20.2 THE ROLE OF THE AC DURING ADJUDICATION

The function of the AC is to validate both the process related aspects as well as the
commercial aspects of the bid process. The AC is required to satisfy itself that all Bidders
were treated fairly in the bidding process and that the process was conducted in accordance
with the applicable regulatory framework and Transnet's internal rules. The AC is also
required to determine that the price to be paid by Transnet is market related, that the
commercial terms and conditions are fair and reasonable and that the award of business is in
the best interests of Transnet.

Factors to be considered during adjudication include whether:

20.2.1 the bid was advertised for a reasonable period of time and in the appropriate
media;

20.2.2 all Bids are still valid i.e. still within the validity period;

20.2.3 communication with Bidders after the closing date was properly authorised and
conducted in a fair manner;

20.2.4 8idders were evaluated against the evaluation criteria stated in the RFP;

20.2.5 the scoring of Bidders was reasonable, rational and in accordance with the scoring
methodology;

20.2.6 the recommended Bidder scored the highest points overall. If not, whether the
recommendation to award the contract to another Bidder is based on other
objective criteria

20.2.7 the recommended Bidder is not on the Transnet List of Excluded Bidders, the
Treasury list of Bid Defaulters or the Treasury database of Restricted Suppliers;

20.2.8 the recommended Bidder has legal capacity to enter into a contract;

20.2.9 the contract is tD be awarded to the same business enterprise as the one which
submitted the Bid;

20.2.10 the recommended Bidder submitted a valid and original tax clearance, VAT
certificate (where applicable) and whether the recommended Bidder complies fully
with all legal requirements stated in the RFP;

Chapter 20.
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20.2.11 the recommended Bidder is not insolvent, in receivership, bankrupt or being wound
up, has his affairs administered by a court or judicial officer, ha? suspended his
business activities or is subject to legal proceedings in respect of the aforegoing;

20.2.12 the award of business to the recommended Bidder would not be harmful to
Transnet's image. In this regard, it must be borne in mind that Transnet is a public
company and its sole shareholder is the Government of the Republic of South
Africa. For this reason, business transactions with entities that could harm
Transnefs image should be avoided;

20.2.13 price and other commercial terms are market related; and

20.2.14 The award of business does not pose any other legal or material risks to Transnet
that has not been mitigated.

20.3 RISK EVALUATION

Upon receiving a recommendation to award business to a particular Bidder, the AC may at its
own discretion call for a risk evaluation on the Bidder if it is of the opinion that this was not
considered at the evaluation stage. If on reasonable grounds it is determined that there is a
material risk involved in awarding the business to that particular Bidder, the AC may,
depending on the likelihood and consequence of the risk materialising recommend one of the
following:

• not awarding to the Bidder;

• awarding part of the business to the Bidder; or

• splitting the business between the Bidder and another Bidder.

The concept of material risk must be interpreted restrictively and be limited to instances
where Transnet would be severely prejudiced by the award of business to a particular Bidder.

20.4 SPLITTING OF BUSINESS

The AC should enquire whether the splitting of the award of business was considered during
evaluation, as this is a feasible mechanism to promote the development of new entrants into
the market. Transnefs standard bid conditions allow for the selection of multiple suppliers or
the award of the whole, or any part of a Bid to any particular Bidder. Transnet may also
choose not to make an award if there are valid grounds for doing so.

Bidders who qualify their Bids on the basis that the whole Bid should be accepted (in conflict
with the bid conditions) must be advised that the restriction must be withdrawn before their
Bid can be considered.

20.5 DISAGREEMENT REGARDING AWARD OF BUSINESS

20.5.1 Should a dispute arise between the recommending officer(s) and the AC regarding
a submission after the AC has referred the matter back to the recommending
officer for re-motivation, the matter must be escalated to the Entity's CEO for a
final decision.

20.5.2 Where the recommendation of the evaluation team conflicts with the opinion of the
end user, the matter must be referred to the AC for a ruling.

20.6 NON AWARD / CANCELLATION OF BIDS

20.6.1 Non award of business must be approved by the relevant AC. A motivation for non
award may be considered by the AC at any stage of the process before the
Successful Bidder is finally selected and informed about the bid award. Once a
Successful Bidder has been selected and informed about the outcome of the bid
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process (i.e. he/she was awarded the bid), Transnet is said to be functus officio
and can no longer cancel the bid process without an order of court authorizing it to
do so.

20.6.2 It should be noted that a Bidder can only be regarded as the Successful Bidder
when he/she was unequivocally informed that the bid was awarded to him/her. An
award that is made subject to further negotiation or qualification cannot be
regarded as a final and unequivocal award. Thus the award of "Preferred Bidder
status", subject to the successful negotiation and conclusion of a subsequent
contract does not amount to being selected as the "Successful Bidder" as the award
is conditional and subject to the outcome of the negotiation process.

20.6.3 Group legal / the OD Legal department should be consulted before a decision to
cancel a bid is taken to advise on the legal risk associated with cancellation and
also whether Bidders should be invited to make representations before a final
decision can be taken.

20.6.4 The decision not to award business must as far as possible be taken timeously.
Bidders must be advised of this decision as soon as possible after the decision has
been approved.

20.6.5 Non-award of business (as a result of Transnet's bad planning) should for obvious
reasons be minimised as far as possible as Bidders expend a significant amount of
time, effort and money when preparing and lodging Bids. Non award has the effect
of cancelling a bid and the AC must therefore act judiciously when authorising a
non award so as to minimize prejudice to Bidders.

20.6.6 When no Bid can be recommended for acceptance, the Manager concerned shall
provide a motivation to the AC clearly stating the reasons why no Bid can be
recommended and give an indication as to how need for the required
Goods/Services will now be met.

20.6.7 The AC may approve a non award under the following circumstances:

a) Where due to changed circumstances there is no longer a need for the Goods or
Services;

b) Where due to a fundamental change in specification, the bid has to be cancelled
and re-advertised;

c) Funds are no longer available to cover the envisaged expenditure;

d) No Acceptable Bids were received;

e) When a material irregularity has occurred in the bidding process which cannot
be remedied, other than through cancellation; or

f) All bids received are well over budget and considered to be excessive.

When the AC authorises a non award on the grounds of a), b) or c) above, all
Bidders should be reimbursed for the bid document fee, if bid documents were sold.
Where a non-award is authorised on the basis of ground e) above. Bidders not
involved in the material irregularity should be reimbursed.
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CHAPTER 21 : AWARD OF BUSINESS AND CONTRACTING PROCESS

21.2 APPROVAL OF ACCEPTANCE OF BIDS NOT TO BE ANTICIPATED

No employee shall anticipate the approval of acceptance of bids. Therefore, no employee
may enter into contracts verbally or in writing or place orders before the prescribed
adjudication process has been performed and authority has been duly granted by a
Manager with the appropriate DoA.

21.3 DECISION TO ACCEPT BIDS OR OFFERS

21.3.1 A Manager may only communicate the acceptance of a Bid i.e. issue a Letter of
Award and proceed to conclude the contract if the following provisos have been
adhered to;

a) he/she has complied with al! internal policies and procedures and obtained the
AC's concurrence by means of an AC resolution or (if applicable) approved AC
minutes;

b) he/she has confirmed that there is still a need for the Goods/Service(s);

c) he/she has confirmed that the appropriate funds are still available;

d) the value of business awarded is within the level of his/her powers to contract in
terms of his Delegation of Authority;

e) where the value exceeds his/her powers, he/she shall obtain a mandate from
higher authority to conclude and administer the contract; and

f) where the value of business exceeds the relevant OD CEO's Delegated Powers
to contract, the relevant higher authority (e.g. Transnet GCSCO, GCFO, GCE,
BADC or Transnet Board) must conclude the contract. Alternatively, a mandate
must be sought from the relevant higher authority in Group in favour of the OD
CEO to conclude and administer the contract. The award can be to one or more
specified contractors for a specific amount/s, but the cumulative value of the
business (individual contracts) shall determine the approval authority required.
As stipulated in the Transnet DoA Framework, it is advisable to obtain a written
mandate from that Approval Authority (as defined) to administer the contract
and to effect amendments to it not exceeding 10% of the initially approved
contract value. Such mandate must be in writing and kept on the appropriate
file for record purposes.

21.4 NOTICES OF ACCEPTANCE AND NON-ACCEPTANCE OF BIDS TO BE
FINALISED

21.4.1 As soon as possible after approval to award a contract has been received, the OD
which invited the Bids shall arrange to inform the Successful or Preferred Bidder{s)
of the acceptance of his Bid. This notice may only be communicated by a person
with the necessary DoA, or a person with a written mandate for a specific contract.
Unsuccessful Bidders shall be advised in writing of the name of the Successful
Bidder. On award of business to the Successful Bidder all unsuccessful Bidders
must be informed of the reason as to why their Bids had been unsuccessful, e.g.
price, delivery period, Quality, SD, preference or any other applicable reason.
Please refer to the standard regret letter templates available on the iSCM Transnet
Intranet. It is essential that the reasons for not accepting a Bid are factually
correct, as the regret letter could form the basis for litigation against Transnet.
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21.4.2 The details of the contract award must be placed on the Transnet internet site.
These details must include:

d) bid number and description;

b) name(s) of the Successful Bidder(s) and preferences claimed;

c) the contract price(s); and

d) the duration of the contract.

21.5 APPLICATIONS RECEIVED IN TERMS OF PAIA

Should an application be received in terms of the Promotion of Access to Information Act
(PAIA) or the Promotion of Administrative Justice Act (PAJA), the matter should be referred
to either the OD Legal Department or Group Legal. It is important to note that all requests
received in terms of PAIA or PAJA must be dealt with immediately, as there are deadlines
within which to respond to the requestor.

21.6 DELIVERY OF ACCEPTANCE TO BIDDER

21.6.1 When a Bidder has been advised by letter of the acceptance of his Bid, the South
African Post Office shall be regarded as the agent of the Bidder and delivery of
such notice of acceptance to the above-mentioned offices shall be considered as
delivery to the Bidder.

21.6.2 Where a Bidder has been informed per fax of the acceptance of his Bid, the
acknowledgement of receipt transmitted by his fax machine shall be regarded as
proof of delivery to the Bidder.

21.6.3 Where a Bidder has been informed by e-mail of the acceptance of his Bid, the
"delivered message" on the sender's mailbox will be regarded as proof of delivery.
Where the bidder's mailbox is set to allow for "Read messages" to be transmitted to
the sender, these should also be kept as an audit trail.

21.7 FORMAL WRITTEN CONTRACT (LETTER OF AWARD)

A formal commitment in the form of a written contract is entered Into with the Successful
Bidder (Letter of Award)

Contracts provide the framework to mitigate risks and to measure operational and financial
performance as well as compliance with business obligations and regulatory requirements.

A contract arises when an offer made by the Bidder is accepted. The Bid submitted by the
Successful Bidder, read together with Transnet's letter of acceptance and terms and
conditions of the RFP, constitute a binding contract between Transnet and the Bidder.
Usually, this constitutes an "interim" contract until such time as Transnet and the Successful
Bidder have been able to conclude a written contract to formalise their contractual
relationship.

Although a verbal contract is equally binding on the parties, it is Transnet's policy that only
formal written contracts shall be entered into with the Successful Bidder unless the Goods or
Services are for immediate delivery or execution, in which case a formal order must be
processed.

21.7.1 Letter of Intent (LOI)

a) A Letter of Intent is issued when a Bidder has been selected as a Preferred
Bidder. The LOI informs the Preferred Bidder of Transnet's intention to negotiate
and conclude a contract with it. The LOI also makes it clear that if a contract
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cannot be agreed upon, Transnet reserves the right not to award the business
to the Bidder. No contractual or other legal rights are vested in a Bidder purely
by virtue of havina been issued ? LOI.

b) The validity of such LOI should be for a limited period only and every effort
must be made to finalise the signing of the contract within the shortest possible
period. The extension of the validity period of a LOI should be avoided and only
considered in exceptional circumstances.

c) Only if the Goods/Services are critical for operations, will it be permissible to
draw off a LOI, whilst the negotiation process is underway. In such cases the
LOI serves as a proxy for the binding legal agreement and under its authority
Transnet may place orders on the supplier for its interim requirements, during
which period the final agreement will be negotiated and finalised between the
parties. Should negotiations between the parties break down for any reason, the
supplier may immediately invoice Transnet for all reasonable costs for
Goods/Services delivered (based on proof of delivery). Such amounts shall
become due and payable by Transnet.

d) It is important to note that the longer the LOI is allowed to continue, the less
likely it will be that Transnet will be able to leverage its negotiating power to
change a contract condition to benefit Transnet.

e) When Issuing an LOI, one of the approved standard templates available on the
Intranet must be used.

21.7.2 Use of Trans net's Standard Agreements

Where Transnet has standard agreements or terms and conditions In place, it is
imperative that the standard template (available on iSCM Transnet Intranet) be used
unless there are cogent reasons why such standard agreements cannot be used in a
particular Instance. Any omissions or additional clauses to such standard agreements
must be captured in a schedule of special conditions. Should it not be possible to
utilise a standard agreement, any non-standard agreement must be vetted and
signed off by the relevant OD's Legal Department or Group Legal. The deviation from
the standard agreement must be properly motivated.

It is always advisable to include Transnet's standard requirements/terms and
conditions/agreements in the bid documents and/or RFPs. The respondent(s) will
therefore be made aware of Transnet's requirements/expectations in advance.

21.7.3 Process for expediting contracts

On award of the bid, the following process must be followed in expediting a formal
contract;

a) The employee responsible must draft the contract using the appropriate
Standard Template plus a schedule and service level agreement (SLA) (where
applicable).

b) He/she must present the draft contract and SLA to the Transnet representative
with the requisite DoA and obtain his/her approval of the contract and SLA in
principle.

c) Two duplicate originals of the contract and SLA must then be presented to the
external party for signature.

d) Once the external party has signed, the duplicate original contracts and SLA
must be returned to the Transnet representative with the DoA for signature.
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One original must be forwarded to the external party and the other must be
kept by Transnet.

e) The contract and a copy of the SLA must be stored in a secure repository and be
readily available when reference to it is required.

21.7.4 Non adherence to existing contracts ("Maverick Spend1)

a) As a general rule, Transnet is required to acquire the relevant Goods/Services
only from the contracted supplier. Transnet is exposed to legal risk if it
purchases Goods/Services outside of the contract.

b) If any person wishes to buy outside of a contract, the prior approval of the
relevant Manager is required.

21.7.5 Formal contracts are to be entered into in the name of Transnet SOC Ltd

All contracts shall be concluded, as soon as possible after the award of the business
to the Successful Bidder, in the name of Transnet SOC Ltd, according to guidelines
issued. It shall be signed for and on behalf of Transnet by a Manager with the
appropriate DoA.

21.7.6 Transnet may insist on a suitable security/guarantee for fulfilment of
contract

a) When security has to be provided by Successful Bidders in terms of the contract,
the delegated Manager entering into a contract shall ensure that adequate
security is obtained for the fulfilment of the contract. It shall preferably be in the
form of a guarantee by a bank or approved guarantee corporation, or a deposit
with Transnet of approved Government or municipal stock in negotiable form.
All securities shall be safely held by the OD concerned which shall keep a
register thereof and shall ensure that the security does not lapse before the
contract is completed.

b) Cash deposits or a "guarantee" in the personal name of an official of a bank or
other institution is not acceptable.

c) Provided that the contract document allows for that, one can also retain part of
the payment as retention money. Retention money (performance guarantees),
normally 5 to 10% of the individual payments, is held back by Transnet as a
guarantee for the satisfactory completion of the project. When such amounts
have accumulated sufficiently, consideration is normally given to the refunding
of the guarantees or sureties. Retention money is only refunded after
completion of the guarantee period (normally 6 to 12 months, depending on the
risk of latent defects).

d) Depending on the risk to Transnet, these measures may be relaxed to facilitate
Transnet's B-BBEE objectives to develop small or emerging black companies.

21.8 CONTRACTING WITH SECOND-RANKED BIDDER

In the following cases Transnet will be allowed, at its sole discretion, to consider accepting
the second most favourable Bid, provided that this option is exercised within a reasonable
period after the initial award:

21.8.1 when a Successful Bidder, after having been informed of the acceptance of its Bid,
fails to sign a contract within a reasonable period after being called upon to do so;
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21.8.2 when a Successful Bidder has failed to provide the necessary security, if required;

21.8.3 when a Successful Bidder fails tn T.est a condition precedent for the award of
business (e.g. to obtain the necessary funding, provide valid and/or original tax
clearance certification, etc.), or

21.8.4 when final contract negotiations with a Preferred Bidder fails and a contract is not
agreed upon; and

21.8.5 it is not practical within the time available to call for fresh Bids.

The award of business to the second ranked Bidder must be approved by the relevant AC.

21.9 APPROVAL OF CONTRACTS FOR PERIODS EXCEEDING TWO YEARS

The Main AC is to approve all contracts for periods exceeding two Years

No contract shall be entered into for a period longer than two Years without the main AC's
(or the person with DoA) written approval, except for large construction contracts where the
period allowed will be the completion period of the project. The same principle also applies
with respect to the extensions of contracts, i.e. the initial period of the contract together with
the extension may not exceed 2 Years without the main AC's (or the person with DoA)
approval-
Property leases are also excluded from these Procedures and approval levels are determined
by means of the Delegation of Authority of those employees, CEO's and higher authorities of
the relevant property division/s.
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CHAPTER 22 : POST AWARD CONTRACT MANAGEMENT

(Also refer to the Contracts Management Manual available
on the iSCM Transnet Intranet)

Contract Lifecycle Management (CLM) is "the process of systematically and efficiently managing
contract creation, execution and analysis for maximising operational and financial performance and
minimising risk".7

Contract Management is an end-to-end process but is often confused with the concept of contract
administration which constitutes only one part of it. This Chapter addresses the core components
and activities of post-award Contract Lifecycle Management, including contract administration:

Delivery Management

Supplier Relationship
Management

Contract Administration

to ensure that the Goods and/or Services are being
delivered in accordance with agreed performance,
costs and Quality levels set out in the contract

to manage Transnefs relationship with the supplier
in order to develop and maintain an open and
constructive association with the supplier

to undertake the formal contractual processes and
obligations required and to comply with Transnefs
post-award policies and procedures

In addition there are three fundamental aspects for consideration in relation to performance
measurement:

PERFORMANCE FEEDBACK

Factual, objective information from the
supplier

Feedback from users concerning
Service/Goods received

The supplier's own experience of dealing
with Transnet

SOURCE

Normally obtained from IT systems and
managed by outputs from the Service Level
Agreement (SLA)

A supplier relationship function, typically
through questionnaires, surveys, telephone
or face-to-face enquiry

A supplier relationship function, reported
through supplier feedback

22.1 POST-AWARD FUNCTIONS

The immediate post-award contract management activities establish the basic awareness and
procedures required to initiate Transnet's on-going contract management obligations. These
include:

• Ensuring that all relevant parties are aware of their roles and responsibilities in the
Immediate implementation and transition process;

• Checking that the agreed processes for contract management are in place by both
parties;

• That knowledge transfer from the procurement or project team (which may not have
included members of the contract management team) to the contract management
team takes place to ensure successful management of the contract

7 Source. Aberdeen Group
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• That, where necessary, the continuity plans for the seamless transition of the Service
from the previous supplier to the new supplier will be carried out as agreed.

22.2 DELIVERY MANAGEMENT

This activity is concerned with Transnefs ability to measure the supplier's performance in
terms of the contract, whilst managing the associated risks. It Is important that the
performance measures selected provide clear and demonstrable evidence of the success (or
otherwise) of the contractual deliverables. In principle, issues such as the following should
typically be considered:

• cost and value obtained;

• performance and customer satisfaction;

• delivery improvement and added value;

• Supplier Development (SD), Empowerment and Local Content (LC) where applicable;

• delivery capability;

• benefits realised; and/or

• supplier responsiveness.

22.2.1 Service Level Agreements (SLAs)

Contracts with suppliers will normally define the service levels and terms under which
Services are to be provided. Service level management includes assessing and
managing the performance of suppliers to ensure value for money.

It is generally beneficial to establish an SLA, since an SLA creates a common
understanding about services, priorities and responsibilities of both parties. Transnet
must decide in each instance whether or not it is appropriate to utilise an SLA.
However, the default position should be to establish an SLA.

Where applicable, an SLA must be put In place with the Successful Bidder to ensure
proper performance management and to mitigate any financial, operational, safety,
environmental or reputational risks which may arise during the term of'the contract.

The SLA shall, at the very least, govern the following aspects:

• representative(s) from both parties who will attend the meetings;

• schedule of meetings;

• venue(s) for meetings;

• party responsible for taking minutes (to be approved by both parties prior to
circulation);

• risk areas to be measured (refer sub-paragraph 22.2.10 below);

• size of the samples to be tested in terms of performance management;

• key performance indicators (KPI);

• required outcomes;

• commitment to remedial actions, when needed;

• reporting on the results; and

• dispute resolution procedure in the event of disagreement or deadlock between
the representatives of the parties (dispute resolution procedures are normally
set out in the contract, failing which it is the Transnet Relationship Manager's
responsibility to set out the procedures to be adopted - refer sub-paragraph
22.3.2 below)
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22.2.2 Performance Scorecard

Service levels should be agreed and benchmarked for both Transnet and the supplier
and should be:

• established at a reasonable level; if they are set too high they will attract
additional charges from the supplier;

• prioritised by Transnet in order of importance and on agreed scales, for
example; critical, major, urgent, Important, minor;

• easily monitored (objective, tangible and quantifiable);

• unambiguous and understandable; and

• open to renegotiation at any time.

A performance management scorecard reflecting the performance of both parties
should form an integral part of the SLA.

(See table below for a typical example of a scorecard for the purchase of Goods)

TABLE 17

DELIVERY

QUALITY

PRICE
REVIEW

PAYMENT

Sample

Daily

all deliveries

Daily

all deliveries

Daily

1 in 5
deliveries

Daily

all deliveries

Daily

1 in 5
deliveries

Weekly

all deliveries

Weekly

1 in 2
deliveries

Monthly

10 prices

All payments

KPI

On time

Accurate

Lead-times
met

Paperwork in
order

No. of items
rejected by

GR

No of items
rejected by
production

Items
properly
packed

Price
charged vs.

market

Payment
within 30

days

Acceptable

99% on time

99% accurate

99% lead-
times met

100%
paperwork

correct

<2% Items
rejected

0 items
rejected

<3% items
incorrectly
packaged

95% of items
in market

pricing range

90%
payments on

time

Assessment

88%

100%

40%

100%

0

0

O

91%

40%

Remedial
Action

Supplier to
improve to

92%

N/A

Supplier to
improve to

70%

N/A

N/A

N/A

N/A

Supplier to
improve to

95%

Transnet to
improve to

80%
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22.2.3 Performance review meetings

The following must be observed by the Relationship Manager (refer sub-paragraph
??.?.! below) priui lu and/or during the performance review meetings between
Transnet and the supplier:

• ensure that performance review meetings are convened at intervals as agreed
upon with the supplier;

• ensure that tangible proof of the supplier's performance against all the KPAs is
obtained prior to the meeting;

• proper minutes shall be kept of al! performance meetings; and

• over and above the requirement that minutes should be kept, a specific record
(paper trail) shall be kept of recurring instances of poor performance by the
supplier. Such record shall reflect the various performance assessments,
interventions by the contract Manager, the remedial actions agreed upon, and
the results thereof.

22.2.4 Performance monitoring

a) A process for monitoring the delivery of the suppliers must be set up by
management to ensure continuing adherence to the supplier contract and
service level agreements. Suppliers must be monitored against agreed
performance metrics defined in service level agreements and contracts, it must
be confirmed that suppliers are meeting current business requirements.

b) Contracted fees must be in line with fees specified in the contracts.

c) Performance metrics must be periodically reviewed to ensure that they continue
to support business requirements. Improvements in price, Quality or service
must be sought and, where possible and built into the contract terms.

d) Benchmarking against similar organisations, appropriate international standards
or recognised industry best practices must be undertaken. Benchmarking
results must be used to evaluate and compare supplier prices and services.
Results of benchmarking must be used to make adjustments to current supplier
contracts and agreements.

e) Independent audits must be undertaken with key suppliers and
recommendations obtained from independent audits must be reviewed by
Transnet management for subsequent use to improve delivery.

22.2.5 Adherence to contractual sourcing (Goods)

For Goods manufactured in South Africa:

When a contract is placed for Goods to be manufactured in South Africa, the
supplier may not be permitted to substitute imported Goods without the AC's prior
written approval. For contracts of values below the AC's jurisdiction, the Manager
concerned may decide whether imported Goods can be substituted. Where the
supplier has secured the business by reason of the Local Content offered, it shall
not be allowed to substitute imported Goods for those to be supplied from South
African sources. An exception to this ruling may only be considered when the
supply from the South African source has been curtailed due to reasons beyond the
supplier's control.

22.2.6 Conformance with specifications and delivery instructions (Goods)

a) Inspection and shipment/delivery of Goods:
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All Goods are to be delivered strictly in accordance with the contract. Timeous
arrangements must be made by Transnet for the inspection and/or shipment
and delivery arrangements, as indicated by the contra a tcims.

(i) In the case of imported Goods:

The supplier must notify Transnet or its nominated clearing and forwarding
agent as to when consignments are to be ready for inspection and/or shipment
in order that arrangements may be made for inspection and/or shipment, except
in instances where it has been specified that the Goods shall be inspected at
destination. (Refer Appendix C - ICC Incoterms 2010 for further details relating
to alternative purchase terms and related responsibilities of seller and buyer).

(ii) In the case of locally manufactured Goods:

• where Quality is not assured by means of SANS, ISO or other
standards, suitable Quality assurance mechanisms must be provided
for in the contract e.g, inspections during manufacturing process,
Inspections at point of despatch or delivery. A suitable clause should
be included in the relevant contract to the effect that Transnet
reserves the right to return defective Goods for replacement in
accordance with specifications;

• where Goods are of such a nature that Quality inspections are not
deemed necessary, a suitable clause should be included in the relevant
contract to the effect that Transnet reserves the right to return
defective Goods for replacement in accordance with specifications.

b) Acceptance of Goods received:

Transnet employees responsible for the receipt of delivered Goods must ensure
that all Goods are provided:

(i) strictly in terms of the contract, i.e. the delivery note may not differ from
what was required in terms of the contract or purchase order; and

(ii)that the Goods delivered correspond exactly with the delivery note, i.e. short
supplies should be clearly endorsed on the delivery note and over-supplies
should be returned to the company, with the delivery note clearly endorsed
as such.

22.2.7 Remedy for repetitive instances of poor performances

Where poor performances have been recorded and when no improvement in
performance has been demonstrated by the supplier after several interventions on
the part of the Transnet representative (including the imposition of penalties,
where applicable - refer sub-paragraph 22.2.8 below), the following remedies
should apply:

a) Should the contract Manager believe that the supplier is unlikely to improve its
performance, the Manager must approach OD Legal or Group Legal to obtain
direction regarding cancellation of the contract; and thereafter

b) Procurement is to initiate the blacklisting process, if appropriate.

It is of utmost importance that the specific additional record (a paper trail) of
recurring instances of poor performance by the supplier is available to inform the
recommendation to cancel the contract and/or to blacklist (see Chapter 23,
paragraph 23.4 for Blacklisting protocols).
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It must be remembered that poor performance amounts to breach of contract.
TransneFs contracts contain a standard "breach clause" in terms of which a
defaulting supplier must be notified of the breach and afforded an upportunity to
remedy the breach. Only if this fails may steps be taken to cancel a contract.

22.2.8 Imposition of penalties

a) A penalty is a stipulation in a contract (a "penalty clause") providing that a party
who acts in conflict with its contractual obligations must pay a sum of money to
the other party. Where a contract provides for penalties in the event of breach
such penalty should be enforced.

b) However, unless a contract expressly provides for a penalty, a penalty may not
be imposed. Where a contract does not contain a penalty clause Transnet must
sue for damages arising from breach of contract. Damages must be recovered
by way of litigation and only after the amount of damages is proven and
awarded by a court.

c) Transnet cannot recover both penalties as well as damages. Furthermore,
Transnet cannot claim damages in lieu of penalties unless the contract states so
specifically.

d) Penalties should be reasonable and not out of proportion to the prejudice
suffered. In terms of the Conventional Penalties Act 15 of 1962, a court may
reduce a penalty if it is unreasonable, disproportionate and inequitable.

22.2.9 Failure by a supplier to perform - liability for additional expenses

The bid documents (as well as the eventual contract) shall make provision for the
Bidder to undertake that if, after it has been notified of the acceptance of its Bid, it
fails to perform, whether by not entering into a contract or by not undertaking any
steps when requested to do so within a period stipulated in the bid conditions or
within such extended period as Transnet may allow, the supplier will be held liable
for any additional expense which Transnet may incur in having to call for Bids afresh
and/or accepting any less favourable Bid to complete the whole or remaining portion
of the contract. In addition, consideration can also be given to placing such a
contractor on Transnet's List of Excluded Bidders (See Chapter 23),

22.2.10 Risk Management

Risk can be defined as 'the probability of an unwanted outcome happening".

It is advisable to seek to remove or at least mitigate risk whenever possible before
contract award. The obligations placed upon buyers to analyse, assess and mitigate
risk during the pre-award stages of contract management are dealt with in previous
chapters of this PPM. These pre-award activities can be collectively summarised as
follows:

Analysis The process of identifying all potential issues that can go wrong
with an activity and estimating the probability of each happening

Assessment The process of assessing the likely impact of a risk on Transnet

Mitigation Having assessed the risks and identified those requiring acton,
responsibility for managing arid mitigating them Is allocated, which
allocation must be dependent on the assessment of the likelihood
and consequence of the risk

Chapter 22 Post fi.v«r<J Contract Management Pag". 165 Cf 201

^-icust 2012

0058-0373-0001-0326

TRANSNET-REF-BUNDLE-02754



867

FOR INTEPNAL U5E ONLY PROCUREMENT PROCEDURES MANUAL

Contracts provide the framework to mitigate risks and to measure operational and
financial performance as well as compliance with business obligations and regulatory
requirements.

Post-award risk management undertaken during the contract period comprises those
activities associated with identifying and controlling the risks that may potentially
affect the successful fulfilment of the contract. Risks to the contract include such
issues as:

• lack of capacity of the supplier, particularly if there are significant increases in
demand;

• reduction in demand leading to higher unit costs borne by the supplier;

• an event which causes an increase in the total price to Transnet;

• an event which causes a programme delay;

• supplier staff changes;

changes to the supplier's business objectives;

• deterioration in the supplier's financial standing;

• demand changes that cannot be met by the supplier;

• deterioration of Quality;

• force majeure issues;

• market fluctuations for commodities; and/or

• labour unrest.

When a risk is anticipated or perceived, to manage this involves the parties working
together to identify who has the responsibility for the risk, the method of minimising
it and how the risk will be managed. In order to do so the contract Managers must
undertake the following actions:

• establish a binding process to encourage early warning system for issues such
as those mentioned above;

• identify the party best able to control the situation leading to the risk
occurring;

• identify the party best able to control the risk itself;

• identify who should be responsible if the risk cannot be controlled; and

• if the risk is transferred to the supplier, establish whether or not this cost will
fall to Transnet, whether transfer will introduce new risks and the legal
position of any such transfer.

Finally it should be considered that business risk cannot be transferred to the
supplier and that the ultimate responsibility will always remain with Transnet for any
failure in the fulfilment of a contract.

22.3 SUPPLIER RELATIONSHIP MANAGEMENT

In addition to the contractual and commercial aspects with Transnefs suppliers, a healthy
relationship between Transnet and its suppliers is fundamental to the effective management
of a contract. Management structures for contracts need to be designed to facilitate such a
healthy relationship. There must be set procedures for raising and handling issues, so that
these are dealt with as early as possible and at the appropriate level within the organisations.

The value, risk and strategic positioning of a contract will dictate the appropriate degree of
supplier relationship management to be established per contract. This decision must be made
by the OD's CPO and recorded accordingly in the supplier's contract file.
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22.3.1 Supplier Relationship Managers

a) Transnet management must appoint relationship Managers (a "Relationship
Manager") to be responsible Tor ensuring the quality of the relationships with
suppliers. Relationship Managers are responsible for liaising between Transnet
and the supplier regarding issues arising and must retain accountability for
provisions and Quality of services delivered by suppliers. Supplier roles and
responsibilities and Transnet rofes and responsibilities for management of
overall supplier relationships and individual supplier contracts must be defined
and communicated to Transnet and the suppliers. Those involved in managing
the supplier must understand Transnet fully and know the contract
documentation thoroughly. This is essential if they are to understand the
implications of problems (or opportunities) over the life of the contract.

b) Transnet and suppliers need to understand the objectives and business of each
other. Transnet must have dear business objectives, coupled with a clear
understanding of how the supplier will contribute to them. The supplier must
also be able to achieve its objectives, including making a reasonable margin.

c) Supplier relationship management must maintain mutual trust and
understanding, openness, and excellent communications which are key to the
fulfilment of the formal contract terms and conditions.

22.3.2 Duties of a Relationship Manager

Trie activities of a Relationship Manager that must be accomplished to effectively
manage a Transnet supplier are summarised as follows:

• Relationship Managers must control the technical relationship between Transnet
and the supplier regarding the schedule of requirements or statements of work
and specification as per supplier contracts and service level agreements.

• Relationship Managers must communicate potential issues for mitigation and
immediate diffusion before issues are escalated.

• Relationship Managers will establish and manage a communication framework
for the supplier for which they are responsible and ensure that it is employed
effectively to sustain communication flow.

• Informal issues resulting in concerns in a supplier relationship must be identified
and resolved by the Relationship Manager.

• Relationship Managers can identify and recommend changes to supplier
arrangements, communication flows, supplier contracts and SLAs to ensure an
effective relationship is maintained.

• Regular formal and informal reporting procedures will be established by
Relationship Managers.

• Relationship Managers must be actively involved in supplier dispute resolution
processes.

• Relationship Managers will organise the necessary forums, working groups,
seminars, road shows, training sessions and other information activities
involving Transnet staff and suppliers.

• Ways to improve supplier relationships wherever possible must be proactively
considered by Relationship Managers, based on end-user and supplier feedback.

22.3.3 Factors that can inhibit the development of a successful supplier
relationship include:
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Frequent and rapid recourse to the formal contract to overcome problems

dashes in company cultures which are so d^p^-^e hb tu pi tvdnt the creation of
the levpl nF *•"]?; enJ coi"ii'iaance required

Reluctance by the supplier to cooperate in value for money or benchmarking tests
conducted byTransnet

Commercial issues, for example lack of real competition resulting in uncompetib've
poor value for money terms from the supplier, or conversely that Transnet is
critically dependent on one supplier leading to price rise vulnerability and/or
problems of management capability, resources or financial capitalisation

Too frequent demands for submission of competitive Bids which reduces trust in
the relationship

22.3.4 Factors that encourage the development of a successful supplier
relationship include:

Securing senior level support in both organisations

Recognising that actions and attitudes affect the tone of the relationship

Ensuring that the governance arrangements are fair

Ensuring that the relationships between the parties are peer-to-peer as far as
possible

Ensuring that roles and responsibilities are clearly understood by both parties and
that the necessary authority levels have been ascribed

Ensuring that escalation routes are dear and understood but that problems are
resolved as early as possible and as low down the management tree as possible

Separating strategic matters from the day-to-day service delivery issues

Ensuring that appropriate attitudes and behaviours are practised and displayed to
assist the promotion of a positive and constructive relationship

224 CONTRACT ADMINISTRATION

This activity is concerned with the practicalities of the relationship between Transnet and the
supplier and the operation of the routine administrative and clerical functions. The
importance of contract administration to the smooth running of post-award contract
management must not be underestimated and should be resourced appropriately. This is the
responsibility of Transnefs Relationship Manager.

The typical functions included under post-award contract administration responsibilities are:

• Change control;

• Charges and cost monitoring;

• Ordering and payment procedures;

• Budget controls;

• Contract meeting schedules and minutes;

• Resource management and planning; and

• Contract termination or extension/renewal.

All the above issues should have been addressed at the pre-award stage and included in the
contract documentation, as applicable. The role of Transnet's Relationship Manager is to
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manage these functions during the term of the contract. Certain key administrative issues
and the governance thereof are further addressed in the following paragraphs.

22.4.1 Change control procedures

Changes will almost inevitably occur during the period of a contract and managing
these changes is a particularly important activity. Formal change control procedures
should be designed and set out in the original contract documentation to avoid
misunderstanding and ambiguity about roles, responsibilities and the actions to be
taken in any given situation.

The procedures need to be comprehensive but also flexible and straight forward and
should cover such Issues as:

How to request changes, including additional demands placed on the supplier

Assessing the impact including contractual Implications

Priorifsation and authorisation levels

Agreement on methodology

Controls for implementation

22.4.2 Extension of contracts

The relevant legal principles are explained as follows:

a) A contract may be extended before its expiry date. This will involve an agreed
Material Amendment to the existing terms and conditions of the contract. Where
the contract expressly allows for an option to extend or renew, such prescribed
extension or renewal process must be followed before the termination date.

b) A contract that has lapsed or expired cannot be extended. The purported
"extension" of an expired contract either for a given period (e.g. 1 Year) or on a
month-to-month basis has inherent risk, because the terms and conditions
safeguarding Transnet would have expired with the original contract itself.
Transnet would have effectively entered into a "new" contract without the
safeguards of the initial contract. This could also give rise to irregular
expenditure in terms of the PFMA.

22.4.3 In view of the legal principles set out above, the practice of extending a contract
after its termination date is considered to be irregular.

The following approach with regard to the extension of contracts must be followed:

a) Any request for the extension of a contract must be submitted to the AC at least
45 (forty-five) Working Days before the contract is due to expire, This is to
ensure that the AC may consider the request before the expiry date.

b) A request for the extension of a contract must indicate whether such extension
is as a result of exercising an option to extend or whether the extension sought
amounts to an amendment to the contract.

c) Any request for the extension of a contract for a given period (e.g. 1 Year) or on
a month-to-month basis should contain proof that the supplier is willing to
extend the contract based on the same or better terms and conditions for
Transnet.
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d) No request for the extension or renewal of a contract after the expiry date of
the contract shall be entertained and any proposed continuation of business
shall be regarded as a new sourc'ng event, i.e. open kr-X, Confinement or to be
effected under laid down emergency procedures.

e) In the event that the contract has been allowed to exceed its termination date,
such irregular "extension" shall be submitted to the AC for condonation of the
action taken.

0 Should a supplier request extension of the contract completion date, the
relevant circumstances must be considered in order to reach a fair decision in
response to such a request, as follows:

(i) Where the bid document or contract stipulates that completion of the works,
services, project or delivery of the Goods has to take place by a specified
date and the supplier completed it / handed it over only after the contractual
completion date, penalties may be raised under the terms of the contract.

(ii) A supplier may apply for an extension of the contract completion date if it
considers that the reasons for late completion were/are:

• beyond its control (e.g. Force majeure events such as acts of God, rain.
Roods or earthquakes);

• whereas the supplier had exercised reasonable control, the late
completion could not have been foreseen, minimised or prevented;
and/or

• or the delay(s) had been attributable to Transnet

(iii) The supplier's claims in terms of (ii) above may be lodged at any time during
the course of the contract or after the expiry date and must be substantiated
by means of site diary entries, etc. Transnet then has to consider the
reasoning and if considered to be valid, shall recommend to the AC the
refund of some or all penalties already levied in terms of the contract or the
waiving of some or all penalties.

(iv) Late completion of the contract due to valid reasons will require an extension
of the contractual completion date. This would constitute a Material
Amendment to the contract and would require AC approval. Should the
extension of time be granted, i.e. approved by the AC, the supplier shall be
entitled to price escalation over the extended period only if escalation has
been provided for in the original contract.

(v) If Transnet does not consider the supplier's claim for an extension of time to
be valid, the contract completion date may nevertheless be extended but
penalties may be imposed in terms of the contract. Price escalation will also
not be payable after the official completion date. However, Transnet is not
obliged to grant the supplier's request for an extension of time and may
(especially in instances where time is of the essence) decide to cancel the
contract.

(vi) A waiver or reduction of penalties would constitute a Material Amendment to
the contract and would require AC approval.

22.4.4 Exercising options

a) If Transnet wishes to reserve the right to extend a contract period, this should be
stipulated upfront in the RFP, Furthermore, the inclusion of this option must be
brought to the attention of the AC (or the person with DoA) when the initial
recommendation to award the business is made.
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b) Should it be decided to exercise the option during the course of the contract, the
recommendation to exercise the option must be submitted to the AC foi prior
written approval in the normal manner. An indication must be given at that stage
thai, the exercise of the option is still the best value in the market place (also see
paragraph 9.2 and 22.4.3(b)).

22.1.5 Involvement of AC in material contract amendments

Goods/services contracts

These contracts are normally fixed term contracts. The AC must approve all
Material Amendments to contracts within their threshold and recommend those
above their threshold. This applies even if the initial award had only been
submitted for the information of the AC, e.g. an emergency procedure or business
awarded via the 'confine and award' process.

Extension of contracts, additional work, increase in quantities, price amendments,
cession and assignments, waiving of penalties, etc., are all examples of Material
Amendments to contracts, and need prior AC approval.

Where a contract specifies:

(i) estimated quantities at unit prices in respect of "as-and-when required"
purchase or service contracts; or

(ii) specified quantities at unit prices in respect of purchase or service contracts
over a fixed period,

a Manager may approve any increases or decreases in quantities or additions or
additional work of which the total value does not exceed 10% (10 per cent) of the
original value of the contract, and must inform the AC accordingly.

This provision does not include price escalations not provided for in the contract,
i.e. the same goods to be provided at an increased price. Such matters should be
presented to the AC for prior approval regardless of the value of the proposed
increase in price.

22.4.6 General amendment principles

General principles applying to amendments of both Goods/Services and
engineering/construction-type contracts include the following;

a) where the original value of the contract falls below the AC's jurisdiction, a
Manager may approve additions, increases or decreases provided the total value
of the contract does not exceed his/her Delegated Powers. However, if the
original contract value is below the AC's jurisdiction but amendments bring it
within the AC's jurisdiction, the matter must be submitted to the AC; or

b) where the value of the contract falls within the AC's jurisdiction, a Manager may
approve the amendment of non-material provisions (less than 10% of the
original contract value) provided that such amendment shall be reported for the
information of the AC as soon as possible thereafter; or

c) where any material provision needs to be amended (e.g. price or delivery date,
cession and assignment of contract, or the termination of a contract, waiving or
reduction in penalties, etc.) the Manager concerned shall submit a
recommendation for AC consideration together with supporting documentation
indicating that the proposed amendment to the contract is in the best interest of
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Transnet, that it represents the optimal value for Transnet, and how this has
been determined.

Following AC approval such amendment needs to be signed off by the person with
DoA who signed the initial contract (or the person mandated to do so) provided the
cumulative value of the contract and subsequent amendment(s) still falls within
his/her DoA.

22.4.7 Contract closure

This stage concerns the activities associated with finalising the close-out or
termination of a contract, whether in accordance with the expiry date or as a result
of early contract cancellation. Depending on the nature of the contract, such
activities may include the following:

• Complete all administrative matters;

• Record all technical issues have been resolved;

• Determine the extent of any liquidated damages to be deducted from the
contract price made against or received from the supplier;

• Record the end of retention and guarantee periods, plus date of final
inspection;

• Record the date of release of retention and/or bank guarantees;

• Agree to limits on any on-going obligations, including warranties;

• Record any material reconciliations;

• Transfer any assets, including data, intellectual property and loan items;

• Transfer operating systems (as applicable) to new/replacement supplier;

• Conclude final contract payments;

• Summarise daims made against or received from the supplier; pr

• Ensure retention of records (refer sub-paragraph 22.4.8 below)

On completion of the above activities agreement should have been reached between
Transnet and the supplier on all technical and commercial aspects of the contract.

22.4.8 Safe custody of Bid documentation, contracts and contract files

a) Each OD shall arrange for the safe custody of Bid documentation and contracts
at a suitable, approved, centralised or regional location,

b) Related documents which should be kept on contract files as part of the contract
records include, but are not limited to, documents such as

• RFP (requisition);

• the going to market strategy and approval;

• bid Advertisements,

• authorisations to confine;

• minutes of relevant meetings/briefings;

• evaluation score-sheets;

• TEAR reports;

• declaration of interest documents signed by members of evaluation teams
and post bid negotiation teams;

• certificates authorising communication with Bidders;

• agendas and minutes of post bid negotiation meetings;
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• correspondence with Bidders;

• RFX offer from Successful Bidder;

• letters of award and non-award;

• Letter of Intent;

• Approvals of draft contract (sign off schedule);

• Executed original copy of contract;

• Vendor Application Form;

• Insurance details (if applicable);

• Original and valid SARS VAT and Tax Clearance Certificate (to be update
annually);

• B-BBEE Verification Certificate;

• Contract Addendums (if any); and

• Confirmation of expiry or extension to contract.

Refer to the iSCM Transnet Intranet for the checklist template of documents and
signoffs which should be kept on contract files.

22.4,9 Document Retent ion

The following may be used as guidelines as to how long records should be retained:

a) Unsuccessful Bids must be kept for 5 Years after completion of the contract, and
thereafter may be destroyed.

b) Successful Bidder's Bid/contract document, as well as the contract file and
related general correspondence must be kept on site in a proper and safe
archiving facility for a period of 5 Years after completion of the contract, and
thereafter may be archived in an off-site archiving facility in compliance with
normal archiving procedures.

These files should be properly archived and recorded by means of a formal register
so that they can be easily traced when required for audit investigations and/or
litigation purposes.

22.4.10 CONTRACT LIFECYCLE MANAGEMENT METHODOLOGY

Transnet has a standardised Contract Lifecycle Management (CLM) methodology. It
is a requirement in terms of this PPM document that these CLM prescripts be
followed. INDICATIONS OF SUCCESSFUL CONTRACT MANAGEMENT

22.5 Successful contract management will achieve benefits by:

Managing Transnefs own responsibilities during the contract

Ensuring the supplier meets the minimum performance criteria, such as compliance

Allowing the achievement of both short and long term supplier performance
improvement through developing effective supplier relationships

Ensuring that suppliers deliver Goods/Services of the agreed quality and price

B-BBE6 and SD commitments are closely monitored and enforced

Reduction of costs and continuity of supply

Roles, responsibilities, rights, obligations of all stakeholders are dearly communicated
and understood
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..Early Identification and resolution of poor performance and disputes thereby
•minimising risks

Eliminating uneiiiical practices within Transnet

•Enhanced Supplier relationships through the visualisation and establishment of win-win
•scenarios

^Entrenching uniformity of managing contracts and the principle of fairness

(Creating a database of lessons feamt to aid future planning through the dissemination
;of good practices

"Increased competitive and strategic advantages through effective control and visibility
of contracts

Evaluation of the specification against contract performance and identification of
contract changes or variations

In summary, successful contract management is indicated if:

The arrangements for service delivery continue to be satisfactory to both parties

The expected business benefits and value for money are being achieved

The supplier Is co-operative and responsive

Transnet understands its obligation under the contract

There are no disputes

There are no surprises

A professional and objective debate over changes and issues arising can be had

Efficiencies are being realised
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CHAPTER 23 : BLACKLISTING PROCEDURES AND GUIDELINES

71.1 DEFINITION

Blacklisting is a mechanism used to exclude a company/person from future business with
Transnet for a specified period. The decision to blacklist must be based on one of the
grounds for blacklisting. The standard of proof to commence the blacklisting process is
whether a "prfma fetid' (i.e. on the face of It) case has been established.

The Transnet GCFO or his delegate may, upon a recommendation by the relevant AC and the
Group Chief Supply Chain Officer decide that no Bid from that person or Enterprise be
considered/accepted for any new contracts concluded for a specified period as may be
determined.

Depending on the seriousness of the misconduct and the strategic importance of the
Goods/Services, in addition to blacklisting a company /person from future business, Transnet
may decide to terminate some or all existing contracts with the company /person as well.

A supplier or contractor to Transnet may not subcontract any portion of the contract to a
blacklisted company.

23.2 GROUNDS FOR BLACKLISTING

23.2.1 Grounds for blacklisting include: If any person/Enterprise which has submitted a
Bid, concluded a contract, or, in the capacity of agent or subcontractor, has been
associated with such Bid or contract:

a) has withdrawn such Bid after the advertised closing date and time for the
receipt of Bids;

b) has, after being notified of the acceptance of his Bid, failed or refused to sign a
contract when called upon to do so in terms of any condition forming part of the
bid documents;

c) has carried out any contract resulting from such bid in an unsatisfactory manner
or has breached any condition of the contract;

d) has offered, promised or given a bribe in relation to the obtaining or execution
of the contract;

e) has acted in a fraudulent or improper manner or in bad faith towards Transnet
or any Government Department or towards any public body, Enterprise or
person;

f) has made any incorrect statement in a certificate or other communication with
regard to the Local Content of his Goods or his 8-BBEE status and is unable to
prove to the satisfaction of Transnet that:

(i) he made the statement in good faith honestly believing It to be correct; and

(ii) before making such statement he took all reasonable steps to satisfy himself
of its correctness;

g) caused Transnet damage, or to incur costs in order to meet the contractor's
requirements and which could not be recovered from the contractor;

h) has litigated against Transnet in bad faith.
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23.2.2 Transnet recognizes that trust and good faith are pivotal to its relationship with its
suppliers. When a dispute arises between Transnet and its supplier, trie parties
should use their best encKivouis to lesolve the dispute in an amicable manner,
v.iiotever possible. Litigation in bad faith negates the principles of trust and good
faith on which commercial relationships are based. Accordingly, Transnet will not
do business with a company that litigates against it in bad faith or is involved in any
action that reflects bad faith on its part. Litigation in bad faith includes, but is not
limited to the following instances:

(iii) Vexatious proceedings. These are frivolous proceedings which have been
instituted without proper grounds;

(iv) Perjury. Where a supplier commits perjury either in giving evidence or on
affidavit;

(v) Scurrilous allegations. Where a supplier makes allegations regarding a senior
Transnet employee which are without a proper foundation, scandalous,
abusive or defamatory.

(vi) Abuse of court process. When a supplier abuses the court process in order to
gain a competitive advantage during 3 bid process.

23.2.3 Where any person or Enterprise has been found guilty by a court of law, tribunal or
other administrative body of a serious breach of any law, during the preceding 5
Years, such person/Enterprise may also be blacklisted. Serious breaches of the law
would include but are not limited to corruption, fraud, theft, extortion, or
contraventions of the Competition Act 89 of 1998 (e.g. collusive tendering). This
process excludes minor convictions such as traffic offences or personal
disagreements between parties which have no bearing on the business operations
of the person or Enterprise.

a) When issuing RFXs, prospective Bidders must be requested to disclose whether
the company or any of its directors were found guilty of a serious breach of the
law during the preceding 5 Years.

b) Should any prospective Bidder declare a conviction of a serious nature, the
blacklisting process should be instituted without delay and dealt with
expeditiously, whilst the evaluation of the bidder's Bid continues.

c) Under no circumstances may any prospective Bidder be excluded from the
evaluation process or overlooked for the award of business until such time as a
final decision to blacklist has been made.

23.2.4 Grounds for blacklisting include a company/person recorded as being a company or
person prohibited from doing business with the public sector on National Treasury's
database of Restricted Suppliers or Register of Tender Defaulters.

23.3 WHO MAY BE BLACKLISTED?

The following persons / entities may be considered for blacklisting:

23.3.1 any person/company who has submitted a Bid in response to a bid request issued
by Transnet;

23.3.2 any person/company who has concluded a contract/s with Transnet;

23-3.3 any person who has acted in the capacity of subcontractor to a supplier of
Transnet;
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23.3.4 any agent or employee of the company concerned, or his/her spouse who may be
conducting the same business but under a different name;

23.3.5 T rans i t employee found to be involved in fraudulent or corrupt activities;

23.3.6 companies associated with the person/s guilty of misconduct (i.e. entities owned,
controlled or managed by such persons); and/or

23.3.7 any companies subsequently formed by the person(s) guilty of the misconduct or
where such person(s) acquires a controlling stake in an existing company.

23.4 FACTORS TO CONSIDER BEFORE TAKING THE DECISION TO BLACKLIST

23,4.1 A decision to blacklist has far reaching implications for the company/person
concerned. Therefore, Transnet must act fairly, reasonably and rationally whenever
it decides to blacklist a company/person. The decision to blacklist must be
considered on a case-by-case basis and must be based on the merits of the
particular matter.

The following factors must be taken into account in deciding whether to blacklist a
company/person:

a) the gravity / seriousness of the offence/misconduct/breach;

b) any previous offence/misconduct on the part of the company/person;

c) any remedial action taken by the company, including steps to ensure that the
misconduct will not be repeated;

d) the seniority of the person(s) who acted in bad faith;

e) the impact of the proposed blacklisting of the company on Transnet's
operations;

f) the reasonableness of the explanation for the misconduct;

g) whether the company/person has received direct or indirect benefit as a result
of the misconduct; and

h) whether Transnet suffered actual or potential prejudice.

23.4.2 The decision to extend the blacklist to associated companies will be at the sole
discretion of Transnet and must be carefully considered. Associated companies
must not be blacklisted by default. The merits of each case will inform the decision
as to whether a particular associated company will be blacklisted or not. In addition
to considering the factors mentioned above, as a general rule the blacklist should
only be extended to associated companies where the directors/members common
to both entities were either directly involved In the misconduct against Transnet, or
failed to take remedial action for a serious offence. Furthermore, it is important to
consider whether the blacklisted director/member plays an active role in the
associated company or has a controlling stake in the associated company.

23.5 GUIDELINES FOR DETERMINING AN APPROPRIATE PERIOD FOR
BLACKLISTING

Blacklisting cannot be imposed for an indefinite period. The following is a general guideline
on the number of Years of blacklisting to impose on suppliers found guilty of misconduct
against Transnet:
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TABLE IS

Grounds for Blacklisting

Offences involving bod fcitii / disnonesty
(e.g. theft, corruption, fraud, Fronting,
misrepresentation, etc.)

Other misconduct (e.g. breach of contract,
poor performance, etc.)

Suggested Period

Not less than 5 Years, and not exceeding 10
Years

1 - 5 Years (However, Transnet reserves the
right to impose a longer period of restriction
to a maximum of 10 Years, depending on the
gravity of the misconduct.)

23.6 BLACKLISTING PROCEDURE

The following procedure must be followed in order to blacklist any person/company:

23.6.1 As soon as an OD detects misconduct by a person/company falling within one of
the grounds for blacklisting, the matter must immediately be reported to the
procurement division of the OD concerned.

23.6.2 Procurement will review the motivation for the blacklisting. If possible grounds for
blacklisting exist; a forensic audit may be conducted to establish whether the
grounds for blacklisting are valid.

23.6.3 Should the forensic report establish that possible grounds for blacklisting exist; the
OD AC shall be approached for approval to proceed with the blacklisting in
principle.

23.6.4 Transnet Internal Audit will be requested to conduct ITC searches on the Company
and its members/directors in order to ascertain the identity of ail companies
associated with such members/directors.

23.6.5 The matter must then be referred to the OD legal department or Group Legal
where an OD does not have its own legal department, who will be responsible for
the following:

a) The company, its directors and all associated entities are to be informed both by
registered and hand delivered mail of the intention to blacklist, as well as
reasons for the proposed blacklisting. The letter should also indicate whether
Transnet intends to cancel any existing contracts with the supplier. Proof of
delivery should be obtained. The companies/persons must be afforded a period
of 14 Working Days within which to make representations as to why they should
not be blacklisted or why existing contracts should not be cancelled.

b) After the 14-day period the Legal Department must consider the responses (if
any) from the companies/persons. The motivation must then be completed and
signed off by the Legal Department, Management and procurement.

23.6.6 The matter must then be submitted to the AC to consider whether or not to
proceed with the blacklisting. Should the AC support the blacklisting motivation, the
matter shall be forwarded with all supporting documentation to Group ISCM for
further action where the GCSCO will consider the matter. If blacklisting is no longer
recommended, the relevant Legal Department is to inform the OD and the relevant
entity concerned of this decision.

23.6.7 If supported, Group iSCM will draft the final submission and attach all original
documents including the relevant AC minutes for consideration by the GCFO.

t - i 23.
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23.6.8 Final approval for blackjisting will be made by GCFO,

23.6.9 Group iSCM will then notify all companies/persons by registered (or hand delivered)
T.ai! of the olackiisting. Group iSCM will also update and circulate the List of
Excluded Bidders.

23.6.10 Group iSCM will notify the Transnet Content Bureau to update the RAMIS and SAP
CLM system to either:

a) block the blacklisted company(ies) on the system altogether if all existing
contracts have been terminated and ensure that all payments already incurred
have been settled; or

b) ensure that no new contract may be loaded on the system if existing contracts
with the company have not been terminated so that payments on the existing
contracts may still be effected, and

c) Publish the blacklist on Transnet's external website so that blacklisted entities
may not be used as subcontractors or JV partners.

23.7 APPEAL AGAINST DECISION TO BLACKLIST

Any company/person against whom a decision with regard to exclusion from future business
has been taken may make representations to the GCE whose decision shall be final.

23.8 RESCISSION OF A DECISION TO BLACKLIST

The Transnet GCFO or his duly authorised delegate may at any time, on good cause shown,
rescind a decision taken or reduce the period of exclusion as initially determined.

23.9 ENFORCEMENT OF THE TRANSNET LIST OF EXCLUDED BIDDERS

Prior to the approval of the award of business by any AC, the Secretary of the AC shall verify
that no business is awarded to companies or persons appearing on Transnet's List of
Excluded Bidders. This will include verifying the identity numbers of the directors/members of
the recommended Bidder against the identity numbers of the restricted persons on the List.
The Seaetary and Chairperson of the AC shall sign off a certificate stating that no business is
awarded to entities or persons appearing on Transnefs List of Excluded Bidders. The
certificate should be retained by the Secretary of the AC.

23.10 ANCILLARY ACTIONS

Furthermore, in cases of corruption or fraud, theft, extortion and forgery involving R100,
000.00 or more, Transnet must:

a) act in terms of section 34 of the Prevention and Combating of Corrupt Activities
Act 12 of 2004 and report the matter to the South African Police Services for
further investigation.

b) in addition to subparagraph (a) above Transnet may also, at its sole discretion,
decide to institute criminal and/or civil action.
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figure[37] — The blacklisting process J
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CHAPTER 24 : FUNCTIONS OF GOVERNANCE STRUCTURES AND DEPARTMENTS

74.1 MAIN ACQUISITION COUNCILS (Main AC)

Each division will have its own main AC which will consider and approve all procurement
processes, as well as the disposal of scrap, falling within its jurisdiction from R2 million, but
not exceeding R500 million. This is subject to the discretion of the OD CEO to lower the R2
million threshold, or to create secondary ACs. Transactions exceeding the CEO's Delegated
Powers will likewise be considered by the OD's main AC. If it concurs with the
recommendation, the matter will be referred to the relevant governance structure for
approval.

*NOT£: Should any
approval body not
agree with Che
recommendation,
the matter must be
referred back to the
recommending
officer(s) For
reconsideration or
remotivation.

Boon

' Board
Acquisitions and

Disposals
Committee

.DC)

Main OD
Acquisition Councils

Up to but not
exceeding

R500mllllon

/ Local
Acquisition Councils;

Recommendatlons: The RAC, main AC and the BAPC will suppoit the
recommendation for transactions above their thresholds. Local/Regional AC
normally only consider transactions <R2m but OD CEOs may at their discretion
increase these thresholds.
4 ' I n terms of s 54(4) of the PFMA Transnet must obtain Mlnlsteifal approval for
the acquisition of a significant as&et (exceeding R2,5 billion In terms of the latest
Shareholder's Compact) before proceeding with the acquisition.

Figure [38]- Thresholds for process approval

The Transnet Acquisition Council ("TAC") has similar roles and responsibilities to that of
the ODs' main ACs but it caters for the Group Corporate Head Office requirements, as well as
centre led transversal contracts, The TAC has no higher status than the ODs' main ACs.

24.1.1 Composition of the Main AC

The main AC is constituted as a governance committee of the OD CEO and shall
consist of senior management members within the OD. The main AC or CEO shall
have the discretion to create regional and/or local ACs, hereinafter referred to as
secondary ACs, An AC shall be comprised of the following persons:

a) A Chairperson, who will either be the CEO, or an executive or senior
management member, shall be appointed by the CEO of the OD, The
Chairpersons of secondary ACs will likewise be appointed by the main AC or
CEO.
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b) A Deputy Chairperson, who shall be one of the members mentioned in
paragraph (c) below and who shall be appointed by the OD CEO or elected by
the AC at a properly constituted meetinn.

cj Members, all of whom are senior Transnet employees in the particular OD or
where applicable seconded from Transnet Group, selected by virtue of their
specific expertise or business focus, appointed by the CEO, with the clear
proviso that the heads of Procurement, Finance, Legal and Risk In the OD will be
mandatory appointments.

(i) Members must be capable of exercising sound, unbiased judgement and offer
constructive comment.

(if) It is a minimum requirement for members and appointed alternates to attend
the annual training course on AC Roles and Responsibilities, Procurement and
Bid Evaluation, presented by the Group Governance Function,

d) ACs may, at the discretion of the OD CEO or Chairperson, opt to appoint
alternates for its members. Should the AC opt to appoint alternates, each
member may, in writing, nominate one alternate. Alternates must be formally
appointed by the CEO. Should the member be unable to attend a scheduled
meeting, the appointed alternate should attend in his/her stead. All alternates
are to be of suitable seniority to represent the member adequately and to make
decisions on the member's behalf.

e) ACs may, at the discretion of the CEO/Chafrperson, opt to appoint members on
an ex officio basis. Such members shall not be counted to constitute a quorum
and shall have no vote.

0 Secretary: The CEO or duly authorised delegate shall appoint an employee of
Transnet as secretary to the AC. The incumbent must have extensive
procurement and governance knowledge and experience, and should ideally be
part of the procurement structure of the particular OD, However, to ensure a
proper segregation of duties, the Secretary should report directly to the
chairperson for purposes of day-to-day operations and performance
management. This is to avoid any perceived conflict of interest which may
jeopardise the objectiveness of the Secretary, as procurement will inevitably be
tabling the vast majority of submissions.

24.1.2 Primary Mandate (Main AC)

To consider all recommendations from the OD with regard to the award of external
contracts for the procurement of Goods and Services, or the disposal of scrap, where
the total value of the business exceeds R2 million (subject to the discretion of the
CEO to lower such threshold, or to create secondary ACs - see paragraph 24.1.3
below). Likewise such ACs will also consider any subsequent amendments to the
contracts falling within their jurisdiction.

24.1.3 Secondary Acquisition Councils

The Main AC or the CEO of an OD may at their disaetion decide to lower the limit set
in paragraph 24.1.2 above and/or introduce similar secondary structures on local or
regional level, to cater for matters falling below the jurisdiction of the main AC. The
Terms of Reference of all ACs have been standardised, except for the ambits and
delegations applicable to secondary ACs. The thresholds must be clearly stipulated in
the relevant appendices to the Terms of Reference of the respective Main and
secondary ACs. It Is also a requirement that the Divisional Delegation of Authority,
applicable to the signing authorities of individuals (similar to the Transnet DOA
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Framework) be Included as part of the relevant main and secondary ACs' Terms of
Reference so as to ensure that there is no uncertainty as to the approval thresholds.

(Refer to DOA Summary Section A, Chapter 6)

Figure [39] below illustrates the current AC hierarchy within the Transnet Group.

Acquisition Council Hierarchy at Transnet KEY

RADC

L UP TO BUT NOT
EXCEEDING RI.5BN

PIPELINES

DAC > R2M

.1

CORPORATE CENTFE

FRE*QHT RAD-

] TFRAC > IMOM

C'o. RIOM

NffJOSAtPORT AUTHOPIIY

BOARD

[EXCEEDINGRZ.SBN |

BAIL ENGINE'ERIHG

PROPERTY

PAC > R500 000
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Figure [39] -Acquisition Council. Hiemrchyat Transnet I Z T 1

24.1.4 Term

Members and alternates will be appointed for a specific term. The letter of
appointment shall dearly state the term of appointment (start and end dates) and
also whether the appointee is a full member or an alternate to a specific member.
The OD CEO shall have the power to, at any time, remove any member from the AC
and fill the resulting vacancy.

24.1.5 Confidentiality

Members are required to treat all information they receive as AC members/alternates
as strictly confidential. A confidentiality agreement shall be signed by the member at
the start of his/her tenure. Information shall not be divulged without proper and
specific authority.

Should a member wish to have anything clarified or explained prior to a scheduled
meeting or during circulation of a matter, such query should be referred to the AC
Secretary.

All AC records shall be kept securely in the custody of the Secretary of the AC. Triese
records shall not be disclosed without proper approval. Likewise, third party
confidential information shall not be disclosed unless required by legislation or a
court of law.

24.1.6 Conflict of Interest

Instances may arise when a member of the AC or an alternate has a direct or indirect
interest in a particular transaction/project or has been or can be deemed to have
been personally involved in the RFX process or business decision which gave rise to a
recommendation to the AC. In such cases, he/she shall declare such interest by
means of a standard declaration of interest form before the meeting commences and
also when the AC deliberates the specific matter. Declaration of a direct interest
will result in automatic recusa!. Should an AC member declare an indirect interest
in a matter before the AC, he/she must declare his/her interest and the Chairman will
determine whether the member should recuse him/herself. The reasons for this
decision must be officially recorded and kept on file. This will also apply to circulation
fRound Robin' items).

24.1.7 Meetings / Attendance

The AC shall meet at predetermined intervals. Where there is the need, special
meetings may be convened by the Chairperson.

Members are required to attend all meetings of the AC. For this reason, AC meetings
shall be scheduled well in advance. Should a member not be able to attend a specific
meeting, his/her alternate must attend. Attendance and participation by members
should be a SPO or at feast a KPI, on the member's performance management
scorecard. This should be measured by the Chairperson of the AC.

Should a member be absent for more than three consecutive meetings, the
Chairperson shall pursue the matter with the member concerned and may
recommend to the CEO that such member vacates his/her position on the AC.

Individuals who are not members or alternates may, at the invitation of the
Chairperson, attend a meeting of the AC In an ex offfcto capacity or to provide
clarification on a specific matter(s). Such individual(s) shall be informed that the
information which they will be providing will be formally recorded as part of the
minutes of the meeting.
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24.1.8 Quorum

A majority of the members/alternates appointed at any given time shall form a
quorum.

Should exceptional circumstances necessitate that, both a member and his/her
alternate attend the same proceeding, both votes may be taken into consideration to
form a quorum as members. Their alternates shall then be appointed on the AC by
virtue of their own specific expertise. The provisions of paragraph 24.1.7 above
should however be observed.

24.1.9 Voting and deliberation

The Chairperson shall submit any matter to the vote of the members of the AC in the
event of a difference of opinion or when requested to do so by a member of the AC.

In the event of a tie, the Chairperson shall have a casting vote in addition to his/her

deliberative vote.

24.1.10 Duties of the AC

aj Chairperson
The Chairperson of the AC shall chair the proceedings at the meetings and
exercise the powers vested in him in terms of these procedures and any other
DoA.

b} Deputy Chairperson

In the absence of the Chairperson, the Deputy Chairperson shall act in his/her
stead and shall be empowered to perform all the duties and exercise all the
powers vested in the Chairperson under the laid-down procedures and any other
DOA.

In the absence of, both, the Chairperson and the Deputy Chairperson from a
meeting of the AC, a Chairperson shall be elected out of the members/alternates
who are present.

c) Secretary

The Secretary shall undertake the tasks as imposed upon him/her by the
Transnet Supply Chain Policy and Procurement Procedures Manual (PPM) and
other relevant directives, or by the Chairperson of the AC or the GISCM Function
or the CEO of the OD.

The Secretary is regarded as the "gatekeeper" of the AC and he/she has to be a
person with impeccable integrity and honesty, who has the assertiveness to
make a positive contribution to the effective functioning of the AC. The
Secretary: -

(i) has the duty to act in good faith, duty of care, with skill and diligence and
avoid conflicts of interest;

(ii) shall keep a central bid (RFX) register and shall be responsible for the issuing
of RFP, RFQ and RFI numbers in respect of all bids issued by the OD to the
external market, falling within the monetary ambit of the AC. He/she will
report on progress with regards to completion of the process. (Register
template available on the iSCM Transnet Intranet);

(iii) shall give impartial advice and act in the best interests of Transnet and hence
should not be subject to undue influence by any of the AC Members. The
integrity of the Secretary's position must be protected as it is one of the most
effective internal controls available in governance;
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(iv) shall be the only person, apart from the AC Chairperson, to consider
authorising procurement staff to communicate with Bidders in the period
between the dosing of the bid? and the a.'.a.d of the business;

(v) shall keep the AC members abreast of the latest policies and procedures and
any amendments thereto;

(vi) shall provide the AC, as a whole and members individually, with
comprehensive, practical support and guidance as to how their responsibilities
should be properly discharged in the best interest of Transnet;

(vii)has an important role to play In the induction of new or inexperienced
members and shall assist the chairperson in determining the annual AC
meeting schedule, training plan and administration of other issues relevant to
the AC; and

(VIM) provides a central source of guidance and advice to bid and contract
administrators throughout the OD, end users and the bidding public.

Other responsibilities of the Secretary are to:

(ix) plan and arrange meetings of the AC, formulate and distribute proper agenda
packs (submissions in the prescribed format) for the meetings of the AC.
(Standardised submission templates are available on the iSCM Transnet
Intranet);

(x) ensure that all members attending a specific meeting of the AC are provided
with the necessary forms to declare any interest in matters serving before the
AC in that meeting;

(xi) ensure that a proper register of these declarations of interest is kept with the
minutes of that particular meeting;

(xii)arrange for and securely keep a voice recording of the proceedings and, in
writing, record proper minutes of the proceedings, deliberations, decisions and
resolutions of the AC. He/she should furthermore obtain the signature of the
Chairperson on each individuai resolution during or as soon as possible after
the meeting, communicate such resolutions to the relevant role-players'and
securely keep copies thereof for record purposes.

The minutes shall contain -

• an outline of material proceedings and deliberations by the AC; and

• all recommendations, decisions, resolutions, provisional approvals and
directives issued by the AC.

A draft copy of the minutes shall be circulated to members of the AC prior
to the next scheduled meeting.

Before the next scheduled meeting, a member may request that the draft
minutes be amended to include certain specific deliberations, etc. and such
proposed amendments shall be included by the Secretary.

The Secretary shall table the draft minutes at the next meeting of the AC,
for confirmation by the AC and signature by the Chairperson;

(xiii) ensure that, by means of a proper certificate as per the prescribed format
(template, available on the Transnet ISCM Intranet), duly signed by the
Secretary and the Chairperson of the AC, that no business is being
recommended for award to an entity(ies) or person(s) appearing on
Transnet's List of Excluded Bidders/ContractorsfBlacklist). Such certificate
should be kept and securely filed with the minutes of each meeting of the AC;
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(xiv) be responsible for the receipt, opening and stamping of Bids where this duty
has been assigned to the AC Secretary. (Refer to Chapter 17 for the rules and
procedures pertaining to the bid opening process);

In respect of AC submissions:

(xv) verify the comparative schedule/evaluation, plus all the facts stipulated in
submissions to the AC;

(xvi) ensure that authorities for all communication and negotiation are indicated
In the submission to the AC, and the outcome of such
communication/negotiation is stipulated in detail in the submission;

(xvii) ensure that documentary evidence is available (copies to be kept on AC file)
in respect of all facts presented and statements made in the submission;

(xvili) proactiveiy pursue the clarification of uncertainties prior to the meeting, so
that matters are not referred back unnecessarily;

(xix) edit* submissions to ensure that all requirements are met before the matter
is tabled at the meeting of the AC. (*Submissions are not physically edited
but an annexure must reflect all corrections and queries resolved by the
Secretary); and

(xx) draft "AC circulars" on behalf of the AC in respect of directives to be issued
by the AC

(xxi) ensure that members are provided with an agenda at least 3 Working Days
before any scheduled AC meeting, in order for them the do the necessary
preparation before the meeting. Should a member have any queries on a
matter on the agenda, he/she should raise these with the Secretary
timeousfy, in order that the Secretary may obtain clarity before the
meeting.

24,1.11 Responsibilities and Obligations of Members

a) Members take collective and individual responsibility for processes followed,
decisions taken and resolutions carried by the AC.

b) In performing their legal dudes, each AC member shall -

(i) act honestly and in good faith, whilst taking into account the policies and
business objectives of the company with a view to fostering the best interests
of Transnet;

(ii) exercise the duty of care, diligence and skill that a reasonably prudent person
would exercise in comparable circumstances;

(lii) act fairly, impartially and objectively, and not allow prejudice or bias or
influence of others to override objectivity; and

(iv) act professionally at all times.

c) Duty of care and diligence:

(i) Members owe a common law duty towards Transnet to act with due care and
diligence. Members are consequently liable for any prejudice suffered through
such Member's failure to carry on the business with the degree of care and
diligence that may reasonably be expected from a person of his/her
knowledge and experience. Hence, Members must fully inform themselves of
all material information available In the AC Pack so as to ensure that they act
with due care in the discharge of their duties.
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(ii) Members shall study the AC pack and properly prepare for a meeting of the
AC prior to AC meetings to ensure that they familiarise themselves with the
matters so that there is optimum partici^uliGii in deliberation and decision
making. They shall also make every effort to attend all meetings of the AC.

d) Members shall:

(i) understand and weigh alternative courses of action;

(ii) weigh benefits versus potential harm when considering specific courses of
action; and

(iii) ensure that there is no breakdown in effective corporate governance and no
impairment in their ability to carry out their responsibilities.

e) Duty to act honestly, ethically and in good faith:

(i) Members shall always act honestly, ethically and in good faith with a view to
the best interests of Transnet Members shall avoid a conflict between the
interest of Transnet and their own and, in particular, shall not derive any
personal benefit from matters submitted to the AC for consideration.

(ii) Members shall not act in bad faith due to bad judgement or negligence.

e.g. Members do not act in good faith when they know they are making
material decisions without adequate preparation and deliberation and
simply do not care if their decisions cause breach of governance principles
and promote Fruit/ess and Wasteful Expenditure and consequent financial
loss to Transnet

24.1.12 Functions of the AC

a) To consider all recommendations from the OD with regard to the award of
external contracts for the procurement of Goods and Services, or the disposal of
scrap metal, where the total value of the business exceeds R2 million (subject to
the discretion of the CEO to lower such threshold).

b) To consider all subsequent amendments to material provisions (i.e. which have
a cost or risk implication) of contracts exceeding R2 million or where the original
value of the contract plus the cumulative value of the amendments will exceed
R2 million.

c) To consider and approve the non-award of business against any RFX falling
within its ambit.

d) To consider recommendations to approach the market to solicit Bids in respect
of a contract with a period of more than two Years, regardless of the value
(alternatively RFX to provide for different options).

e) The AC must be proactive and clarify uncertainties emanating from submissions,
prior to the meeting. This will ensure that matters are not referred back
unnecessarily, causing delays. Under no circumstances should matters be
referred back by ACs for trivialities.

f) To consider all recommendations in respect of bids as well as any extension of
existing contracts of which the original period, or the original period plus the
extension of the period together is/are longer than two Years regardless of
monetary value, and all subsequent amendments of material provisions to such
contracts.
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g) With regard to paragraphs 24.1.12 a) and b) above, ACs or the CEO may at
their discretion lower these limits and/or introduce similar structures on local or
regional level, to cater for matters falling below ti\e jurisdiction of the AC.

h) To consider and approve the framing of the OD's Lists of Approved
Suppliers/Goods, as well as any amendments to such Approved Lists, and to
administer such Approved Lists utilised within the OD. This function may not be
delegated to Local / Regional ACs.

i) To consider and make recommendations to the Group ISCM regarding ail
aspects pertaining to Transnefs List of Excluded Bidders. The GISCM shall
administer the List on behalf of the Transnet Group.

j ) Secondary ACs to refer recommended exclusion matters to the main OD AC
(where applicable), which will consider and if supported, refer to Group ISCM for
finaltsation and onward transmission to the GCFO for approval. Refer to Chapter
23 for Blacklisting procedure.

k) To monitor/administer the opening of all bids irrespective of the value. ACs may
at its own discretion and depending on internal structures, delegate the opening
of bids under a certain monetary value, to procurement offices or secondary
ACs, provided that it has satisfied itself that proper procedures and controls as
specified in the PPM are in place and are monitored on an on-going basis.

I) To obtain statistics and review, at regular intervals, details of all transactions
falling below the ACs jurisdiction (See template available on the Transnet
GISCM Intranet). Any alleged irregularities or trends that may arise out of the
purchase, sale, hiring or letting of Goods and the procurement of Services, shall
be investigated and corrective measures recommended by the AC if deemed
necessary.

m)To refer to the Governance COE, (GISCM) for guidance/direction, any policy
and/or legal question/s which arise out of the laid-down procedures or out of a
bid, contract or contract amendment.

n) To exercise such powers and perform such duties as may be conferred or
imposed by the laid-down procedures.

o) To perform other functions as the BADC, the GCE, the Governance COE (Group
ISCM) or the OD CEO may determine or deem necessary from time to time.

Notes:

• Purely income generating contracts fall outside the scope of this document.
However, the acquisition of Goods and Services to give effect to such income
generating contract, fall within the scope of the PPM.

• The AC may refer a matter back only for reconsideration or re-motivation. It may
under no circumstances change a submission or change the award of the
business. On receipt of a revised/re-motivated submission the AC will again
consider the matter. Refer to paragraph 24.1.16d) below for the procedure to be
followed in instances where the AC still does not agree with the revised/re-
motivated submission of the Manager/procurement.

24.1.13 Powers of the AC

When considering any new transaction or any Material Amendment/s to an existing
contract, the AC has the power to, at its discretion;-
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a) call far any flies or papers dealing with offers, enquiries, the invitation and
evaluation of Bids in the procurement of Goods and Services;

b) request a:v, i/ifutiuauon which any employee may have at his disposal relating
to the supply of, and/or payment for Goods or Services;

c) require any employee to provide information/advice or to attend any AC meeting
in an advisory capacity;

d) invite any Consultant from the private sector to provide additional skills to the
AC when necessary;

e) consider and recommend the condonation of any non-compliance with the laid
down policies, procedures or directives for sign-off by the CEO en-route to the
GCE or higher in terms of the Transnet DoA Framework;

f) offer comments, or note matters submitted for information;

g) refer any submission back for reconsideration/re-motivation;

h) withdraw an item from the agenda of any meeting of the AC, provided that the
reasons for such withdrawal are duly recorded in the minutes of the meeting
and communicated to the submitter by the Secretary;

i) report any anomalies, irregularities or non-compliance with laid-down policies,
procedures or directives to the CEO (should the AC not be chaired by the CEO
himself/ herself);

j) exercise a discretion in those instances not explicitly provided in the laid-down
procedures or as may be entrusted to it by the relevant policies and procedures
or the Board Acquisitions and Disposals Committee, the Governance COE (Group
iSCM)ortheOD'sCEO;

k) refer any matter or issue arising from the exercise of the powers or the
performance of the aforementioned duties to the Governance COE (Group
iSCM);

I) issue 'AC Circulars' to address any trends or issues arising from matters serving
before the AC; and

m) periodically review copies of procurement gift registers.

24.1.14 AC approvals and provisos

a) The AC does not possess any executive authority to award external contracts for
the procurement of Goods and Services or disposal of assets.

b) All AC approvals are subject to the following provisos:

(i) there is still the need for the purchase, sale, hiring, or letting of Goods and
procurement of Services before the non-acceptance/regret letters to the
unsuccessful Bidder/s and the acceptance of the winning Bid to the Successful
Bidder are communicated by a Manager with the appropriate delegation of
authority to sign the contract;

(ii) the financial provision Is adequate;

(iii) the best interest of Transnet is being served at the time of concluding the
contract, and
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(Iv) the contract is signed by the Manager with the appropriate delegation of
authority.

24.1.15 Recording of votes via circulation ('Round Robin')

a) In urgent cases where the OD would be substantially prejudiced if a submission
is held over until the next scheduled meeting of the AC, the papers relating to
the specific matter may be circulated to the members of the AC. This will be at
the discretion of the Chairperson, but subject to the right of any member to
demand a meeting. There should be a p re-determined deadline by which all
members respond (depending on the urgency). The members who respond by
the deadline must record their votes in writing.

(i) Unanimous approval by a quorum of members so made by the stipulated
deadline shall be deemed to constitute a resolution of the AC. Such resolution
shall be communicated to the recommending officer by the Secretary as soon
as possible thereafter.

(ii) The Secretary may extend the deadline should a quorum of votes not be
attained by the initial deadline. Alternatively, a special meeting of the AC must
be called by the Secretary, with the consent of the Chairperson. Members
have the right to cast their vote until the deadline, irrespective of whether a
quorum has already been attained.

(iii) If the deadline has lapsed, and a unanimous vote by a quorum of members
has been attained, no further votes will be considered.

(iv) A resolution taken in such manner shall be officially noted and recorded in the
minutes of the next scheduled meeting of the AC.

b) In exceptional circumstances and only due to the non-availability of members,
the votes of a member and alternate may be taken into account in order to
attain a quorum. The stipulation contained in paragraph 24.1,7, should,
however, be observed.

24.1.16 Disagreement with a decision of the AC

a) In the event of a matter being referred back by the AC for reconsideration of the
recommendation made by the recommending officer/evaluation panel, the
recommending officer/evaluation panel shall:-

b) make a revised submission to the AC; or

c) should he/she disagree with the reasoning of the AC he/she shall, with the
concurrence of his/her executive officer, re-motivate the recommendation and
resubmit to the AC, whereafter the AC shall reconsider the matter; and

d) should the AC still not concur in the revised recommendation, the
recommending officer shall refer the matter to the CEO, who shall rule on the
matter.

24.1.17 Interpretation of PPM and Government Policy

In cases where the AC requires guidance on Government policy matters and in terms
of interpretation of the PPM, guidance must be sought from the GCSCO.
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24.1.18 Submissions to the AC (Precis)

a) All submissions to the AC shall b? 'n the required format. The Secretariat may
provide assistance to draw up a precis. (Refer to SAP CLM and the Transnet
Group iSCM Intranet for the generic templates).

b) The Governance Function of Group iSCM is the custodian of all submission
templates and any suggested changes thereto must be recommended to that
office for consideration and implementation.

c) All submissions to the AC must be accompanied by all the relevant supporting
documentation, e.g. original bid documents, authority to communicate or
negotiate, etc.

d) All submissions should be submitted to the secretariat well before the scheduled
meeting, to afford the secretariat enough time to properly vet the submissions.
It is suggested that submissions are handed in by 12h00, seven Working Days
before a scheduled meeting of the AC.

24.1.19 Reporting/Monitoring

a) The main OD AC reports to the CEO through its chairperson.

b) Secondary ACs report to the main ACs, and are responsible to monitor
transactions falling below their minimum thresholds, except for TCP, where the
Local ACs act autonomously.

c) Reports of all the ACs must include the following:

(i) statistics required for the compilation of the Group iSCM Governance
dashboard;

(ii) updates about the council's activities, as appropriate;

(iii) sensitisation on trends, irregularities and other anomalies or matters that may
significantly impact on the management of contracts and bids of the OD or
cause reputational harm to Transnet.

d) The performance of the main OD AC shall be monitored by the CEO.

e) Local / Regional ACs' performance will be monitored by the main 00 AC.

0 The performance of the individual members and secretariat shall be monitored
by the chairperson of the AC.

24.2 TRANSNET ACQUISITION COUNCIL (TAC)

24.2.1 Role and Functions of the TAC

The TAC has similar roles and responsibilities to that of the OD main AC'S. It will
cater for the Group Corporate Head Office requirements, as well as centre led
transversal contracts. OD-led transversal contracts will be dealt with by the leading
OD main AC. The TAC will have no higher status than the ODs' main ACs.

24.2.2 Refer to section 24.1 regarding the main OD AC as this paragraph is also applicable
to the TAC. Any powers assigned to a CEO with regard to the Main AC will apply to
the GCFO (or his delegate) as far as the TAC is concerned.
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24.2.3 Composition of the TAC

a) The TAC shall consist of senior management members within Group Corporate
Head Office who shall be appointed by the GCFO for a specific term:

(i) A Chairperson, who will either be the GCFO or an executive or senior
management member appointed by the GCFO;

(ii) A Deputy Chairperson, who shall be one of the members mentioned in
paragraph c) hereof;

(iii) Members with alternates, all of whom are Transnet employees in the Group
Corporate Head Office, selected by virtue of their specific expertise or
business focus. They must be capable of exercising sound, unbiased
judgement and offer constructive comment.

(iv) The Heads of Procurement, Legal, Financial Planning, Tax and Risk In the TCC
shall be mandatory appointments.

24.3 PROCUREMENT OMBUDSMAN

The Transnet Procurement Ombudsman (the Ombudsman) is appointed to provide Bidders as
well as Transnet with a fair, expeditious, and effective dispute resolution process. The
Ombudsman acts independently and objectively in resolving disputes and is not influenced by
anybody in making his or her decisions.

Below is a short summary of the role of the Ombudsman. For more information, refer to the
Terms of Reference of the Procurement Ombudsman, available on the iSCM Transnet
Intranet.

24.3.1 The role of the Procurement Ombudsman

a) The role of the Ombudsman is to enhance the integrity and fairness of
Transnet's procurement processes by providing an independent and objective
assessment of complaints which are lodged by unsuccessful Bidders regarding
any aspect of Transnet's bid process.

b) As a general rule, the Ombudsman will only consider complaints pertaining to
bids valued at R5 million and above.

c) Complaints involving bids below R5m must be sent to the CPO of the relevant
Transnet OD for review.

24.3.2 Powers of the Ombudsman

a) The Ombudsman has the power to conduct a full investigation of a complaint
and to make appropriate recommendations to the CPO and the CEO of the
relevant OD of Transnet regarding the appropriate remedial measures to be
undertaken.

b) Such measures may include, but are not limited to the following:

(i) cancelling a bid if there is a material irregularity;

(ii) referring a bid back for re-evaluation;

(iii) amending a bid decision;

(iv) recommending that letters of censure be sent to any Transnet official;
and/or

(v) the institution of disciplinary, civil or criminal proceedings where appropriate.
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c) The Ombudsman may also on his own initiative launch a review of any bid
award, regardless of whether a formal complaint was received or not.

d) An investigation by the Ombudsman of any bid award may also be Initiated by
an internal referral.

e) In most instances the Ombudsman will conduct the investigation without the
need for a formal, oral hearing. However, in highly exceptional circumstances,
the Ombudsman may in his sole discretion conduct an oral hearing if it would
assist with the resolution of the matter.

24.3.3 The obligations of Transnet's Operating Divisions

a) Transnefs ODs shall:-

(i) immediately refer any complaints received over the threshold referred to in
paragraphs 24.3.1b) and 24.3.1c) above to the Ombudsman;

(ii) act within these Terms of Reference;

(iii) expeditiously comply with requests made by the Ombudsman in terms of the
Terms of Reference and Operational Procedures;

(ivj provide the Ombudsman with unrestricted access to relevant information,
documentation or persons in relation to an investigation; and

(v) abide by the decision of the CPO and the CEO of the relevant OD of Transnet
regarding the implementation of the Ombudsman's recommendation.

b) Transnet's ODs shall not;

(i) prevent a Bidder from making use of the services of the Ombudsman;

(ii) provide the Ombudsman with any misleading information; or

(iii) act vindictively toward a Bidder who made use of the services of the
Ombudsman.

24.4 CAPITAL INVESTMENT COMMITTEE (CAPIC)

24.4.1 Purpose

The CAPIC shall ensure that the resources that Transnet SOC Ltd ("the Group")
invests for the development of capital projects are strategically managed and shall to
this end-

a) Ensure that decisions relating to capital expenditure are consistent with the
strategic focus of the Group; and

b) Ensure that capital expenditure complies with the budget and business plans
approved by the Board.

24.4.2 Composition

CAPIC is constituted as a committee of the Transnet SOC Ltd Group Executive

Committee:

• Chairperson - GCFO

• Secretary- Group Company Secretary

The following shall be members of CAPIC:

• GCFO (Chairperson)
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• GCE (exoffido)

• Group Executive - Transnet Capital Projects

• Chief Executive Officers. - TNPA, TPT, TFR, TRE and Pipelines

• Chief Information Officer

• Group Treasurer

• General Manager - Group Financial Planning

• Group Chief Supply Chain Officer

The GCE may at any time change the composition of this Committee or determine
that a person other than the GCFO chair meetings of CAPIC.

The Committee may invite such other officers of the Group as it deems fit to be in
attendance at CAPIC meetings.

24.4.3 Terms of Reference

CAPIC shall:

a) Ensure that investment in respect of capital projects Is consistent with the
strategic focus of the Group and deals with the business of the Group in an
integrated manner;

b) Ensure that capital expenditure is in accordance with the budget and business
plans approved by the Board;

c) Determine the factors that shall inform the prioritisation of any capital
expenditure project over another;

d) Monitor the Implementation of project plans to ensure that approved capital
expenditure projects are carried out with minimum delays;

e) Review and amend, subject to the limitations of the Board approved budget,
expenditure plans in respect of any project should it, as a result of any
unforeseen and unavoidable circumstances, it be necessary to effect such
amendment;

f) Ensure that in respect of each capital investment project proposed for
consideration by CAPIC, certification is given that there was proper compliance
with applicable processes relating to amongst others, risk management and that
such projects reflect optimum value for money; and

g) Conduct post-implementation reviews through, amongst others, external
auditors, to determine, amongst other things, whether value has indeed been
derived by the Group as a result of the relevant capital investment.

24.5 BOARD ACQUISITIONS AND DISPOSALS COMMITTEE (BADC)

24.5.J Purpose

To ensure that the Board's composition and structure enables it to fulfil the
obligations of the Board mandate and advance and maintain the Group's acquisition
and disposal policies.
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24.5.2 Composition

a) The Group Acquisition and Disposal Committee ("the Committee") is constituted
as a committee of the Transnet Limited Board.

b) At least four directors of the Group shall be members of this Committee, the
majority of whom must be independent non-executive directors. The GCFO and
the GCE shall be ex officio members of the Committee.

c) The members of the Committee will be selected by virtue of their specific
expertise or business focus, but with a preference to members with specific
experience In procurement practices, law and finance. They must be capable of
exercising sound, unbiased judgment in order to fulfil their duties.

d) The Secretary shall be the Group Company Secretary.

e) The remuneration of the Chairperson and Committee members will be
determined by the Group Remuneration Committee and approved by the Board
in accordance with the fee structure approved by the Shareholder.

The following shall attend by invitation:

a) The Group Chief Supply Chain Officer; and

b) Such other persons determined by the Committee, who may include, where
deemed necessary by the Committee, members of senior management and
independent acquisition and disposal experts.

24.5.3 Roles and Responsibilities

a) The Committee has an independent role, operating as an overseer of the
acquisition and disposal function within Transnet. The Committee will also have
the power to consider and approve acquisitions and disposals in terms of its
mandate from the Board.

b) The Committee does not assume the functions of management, which remain
the responsibility of the executive directors, officers and other members of
senior management.

24.5.4 Authority

a) The Committee has authority to:-

(i) have access to any information it needs to fulfil its responsibilities;

(ii) seek independent advice at the Group's expense, subject to Transnet's
procurement policies and procedures;

(iii) have direct access to any executive of the Group or its subsidiaries; and

(iv) make amendments to the mandate subject to approval by the Transnet SOC
Ltd Board.

b) The Committee may form, and delegate authority to, committees and may
delegate authority to one or more designated members of the Committee.

c) The Committee shall make the recommendations to the Board that it deems
appropriate on any area within the ambit of its terms of reference where action
or improvement is required.
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24.5.5 Terms of reference

The Committee shall:

a) Overs.sc an annual review of Transnet's Procurement Procedures Manual and
the Construction Procurement Policy, Processes, Procedures and Methods within
Transnet Capital Projects and ratify any amendments thereto;

b) Pre approve bids within its delegated authority up to the maximum of
investment decision/budget, before the bids are issued to market. This includes
acquisition and disposal of movable and immovable property, capital
investments, operational expenditure, the provision and acquisition of Services,
maintenance, refurbishment and the establishment of infrastructure, purchasing
of fuel, but excludes guarantees, Indemnities and securities;

c) Monitor trends in general procurement spend;

d) Monitor trends in SD spend and progress on plan (includes support of National
Growth Plan, SD, preferential procurement, and Enterprise development);

e) Monitor compliance with PFMA and related supply chain management norms and
standards and advise the Board of potential risks in relation to irregular as well
as Fruitless and Wasteful Expenditure emanating from procurement practices;

f) Consider strategic acquisitions and disposals and make recommendations to the
Board;

g) Consider, for recommendation to the Board, potential private sector participation
models;

h) Approve, where so delegated by the Board of Directors, the award of bids in
accordance with the Company's Delegation of Authority Framework. The
Committee may approve modifications to bid awards where the cumulative value
of the contract plus the modification does not exceed the limits of its delegation
of authority as stated in the Delegation of Authority Framework document.

i) In considering the approval of a bid or Confinement, the Committee shall have
regard to any recommendation made by the relevant AC or senior official within
Transnet.

j) The Committee shall submit a list of all bids falling within its delegated authority
and approved by it to the Board for information purposes only. With regards to
matters above its maximum threshold, it will consider such matters in the
normal manner, and then make a recommendation to the Transnet Board.

k) When considering any Bid or any amendments thereto, the Committee may:-

(i) investigate any activity within its Mandate;

(ii) ask questions and request information or advice from any person;

(iii) request any employee to appear before the Committee;

(iv) refer the submission back for reconsideration;

(v) note matters presented to It for information, and/or offer comments; and

(vi) reserve a decision pending further information or clarification of a specific
matter.
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I) The Committee shall also approve disposals fn line with the Delegation of
Authority Framework document.

24.6 INTEGRATED SUPPLY CHAIN MANAGEMENT (ISCM)

24.6,2 Composition

Using best practice principles, and undertaking a collaborative approach across all
ODs and Group, an integrated 'one supply chain management (ISCM)' strategy and
operating mode! has been developed with centre led Centres of Excellence (COEs)
with cross-functional teams, comprised of divisional and corporate task team
members, to deliver value through improved efficiencies and compliance to the
regulatory environment The iSCM Governance hierarchy Is depicted in the flow chart
below.

iSCM Governance Structure

exco Ctspcu!
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Flgute [40] - iSCM Governance hierarchy
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24.6.3 Centres of Excellence

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

The current COEs within iSCM are as follows {Figure[41fi:

Inbound supply chain

Current OaF
Not a CtoE

VolueOOEs

8

-3 ; [U

I ^ hv.

L Figure [41] - Centres of Excellence

24.6,4 Integrated Supply Chain Management (ISCM) Strategic Themes

The following are the key strategic iSCM themes:

• Corporate Plan • Voluvw; and revenue growth
• Creating capncJty

[L-fiidency

-SHUJ
• Development

• Increase suppty chain effirienry to become: Worfd

•ISCMSlratonv • Develop suppDwbasa
* Pptinfaq monrLmy and sodal value from sourting

•Supplier
Devdoprnrnt

• Proacnvely rnanage compliance risk
• Integrate SO

• Support NGP objectives (eg. Job creaTion, eflc)
through:

• Leading empowerment and trwwfofmaDon of
suppterbose

• t«versge procumrvnt to develop local suppfirrs to
support locateobon and ndmtr«ateat»n

Figure [42] - iSCH themes
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24.6.5 Group iSCM Governance

The Group iSCM governance function is the author and custodian of the Transnet
Supply Chain Policy and the PPM.

Some of its key functions are to:-

a) issue and review the Transnet Supply Chain Policy and PPM (including standard
bid documents and templates);

b) monitor correct interpretation/adherence to policies and control measures in
collaboration with audit;

c) conduct research and development applicable to compliance;

d) maintain the iSCM Transnet Intranet as well as update the external website in
respect of procurement policies, procedures and bid related matters;

, e) continuously build capacity at OD level;

f) administer Transnet's List of Excluded Bidders; and

g) provide assistance and expertise on all governance related issues.

24.6.6 Role and Function of Group Chief Supply Chain Officer (GCSCO)

The GCSCO is the head of the Group iSCM Function. He/she Is responsible for the
whole of the supply chain function-with in'the Transnet Group. Althougrrtne OD CPOs
report directly to the OD CEOs, collaboration and synergies between the relevant
supply chain functions are achieved via the iSCM Council. This forum meets at
predetermined intervals and has representation from all the OD CPOs.

Apart from chairing the iSCM Council, the GCSCO is responsible to vet and
recommend all supply chain related submissions requiring Group approval (e.g.
confinements, condonations, new contracts and amendments exceeding the DoA of
the OD CEOs).

24.6.7 Terms of Reference of the iSCM Council

^ Group iSCM has been mandated to effectively integrate all supply chain management
fc (SCM) activities across Transnet's core businesses, to ensure that the efficiency and
™ effectiveness of doing business in South Africa is drastically improved through SCM

best practices. The iSCM Council is a structure set up to ensure that the iSCM
mandate is carried out effectively and efficiently.

The Council will develop the Supply Chain Management Strategy for Transnet, based
on consolidation of the individual ODs critical paths.

The Council will ensure alignment of all Operating Divisions' SCM functions in terms
of:

• Processes and Procedures;

• Systems;

• Human Capita! Development;

• Strategic Sourcing;

• Contract and Supplier Management;

• Capital Procurement;

• Warehousing and Logistics Management;

• Policy and Governance; and
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• Knowledge Management

The Council will also ensure a uniform strategy with regard to Broad-Based Black
Economic Empowerment. I t will drive the implcrrseruatiori of B-BBEE initiatives with
regard to Prsfeienual Procurement and Enterprise and Supplier Development in
terms of the Government's New Growth Path strategy, to ensure that Transnefs
obligations in terms of these important issues are met.

In addition, the Council will be the custodian/guarantor of world class standards in
supply management professionalism, ethics and the proper implementation of
related policies and procedures throughout Transnet. It will also identify commodity
groups where standardisation across the Transnet Group, or the consolidation of
spend on commonly used Goods and Services can lead to financial and other benefits
for Transnet as a whole - transversal contracts.

24.6.8 Composition of iSCM Council

The Forum will consist of the following members:

• Group Chief Supply Chain Officer, (Chairperson)

\ • Executive Manager (Supply Chain)

• Executive Manager (Strategy & Execution)

• Executive Manager (Supplier Development)

• Executive Manager (Strategic Sourcing)

CPO - Transnet Freight Rail.

• CPO - Transnet Rail Engineering.

• CPO - Transnet Port Terminals.

CPO - Transnet National Ports Authority.

• CPO - Transnet Pipelines.

• CPO - Transnet Capita! Projects.

• CPO -Transnet Properties.

• CPO - Transnet Corporate Centre.

The following Managers will attend meetings of the Forum on an ex officio basis as

and when required:

- All COE Leads.

• Manager: Policy, Governance 8c Standards, iSCM.

• Manager: Compliance & Risk, iSCM

' • Manager: Contracts, iSCM.
For the complete iSCM Council Terms of Reference please refer to the Group iSCM
Intranet website)

24.6.9 Role and Function of the Chief Procurement Officers (CPOs)

The CPOs of the Transnet ODs are the heads of procurement (see Section A, Chapter
6, for the role's detailed delegation).

He/she is also responsible for the day-to-day procurement activities of the OD. The
role of the CPO is also to ensure that the procurement function runs according to
accepted world best practice and that optimal value is achieved when procuring
Goods/Services for his/her OD.

Chapter 2->: Functions o- v 5tructure5 and Departments Pa^* 202 cf 202

2012
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1.20 "Shareholder Minister" means the Minister of Public Enterprises;

1.21 "Shareholder's Compact" means the Shareholder's Compact annually concluded between the Company
and the Shareholder in terms of Regulation 29 of the Treasury Regulations;

1.22 "Specialist Unit" mean all business units of Transnet which have been deemed 'supporting businesses' in
terms of the Company Strategy, these include Transnet Property, Transnet Foundation, Transnet Capital
Projects and Transnet Corporate Centre. Where a Specialisl Unit CE is not a member of the Group Exco, the
Group Exco member responsible for such Specialist Unit shall sub-delegate powers to the Specialist Unit's
CE;

1.23 "Subsidiary" means subsidiary as defined in the Companies Acl 71 of 2008 {as amended) and Subsidiaries
shall have a corresponding meaning:

1.24 "Transnet" means the Company with its subsidiaries.

1.25 "Treasury Regulations" means the regulations promulgated by the Minister of Finance in terms of section
76 of the PFMA, as published in the Government Gazette of 15 March 2005 under Government Notice No
R225 and as amended from time to time;

1.26 Transnet Total Asset base: refers to the total value of the assets in Transnet and is set at the asset value
indicated in the integrated report for the year; and

1.27 "VAT" means Value Added Tax. All amounts indicated in the document are exclusive of VAT.

Delegation of A jthonty Framework -effearve 1 September 2Q12 Page4
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Scope

This Delegation of Authority Framework records the nature and extent of the authorities delegated by the GCE to
certain employees and members of the Group Exco and other authorities delegated in order to implement certain
actions by or on behalf of the Company. It includes, to the extent necessary and/or incidental thereto, the authority to
discharge all of the duties, obligations and powers imposed upon the deemed Authority under the National Ports Act 12
of 2005.

Application

3.1 This Delegation of Authority Framework applies to all employees of the Company, including its Operating
Divisions and Specialist Units It does no! apply to any of the Company's subsidiaries. The respective Boards
of Directors of the Company will prepare the requisite delegations of authority for those subsidiaries.

3.2 The persons set out in clause 5 below are granted the power and /or authority to perform their functions and
responsibilities subject to the limits of authority outlined in clause 5 below, provided that the exercise of such
power and/or authority in terms of this delegation is not in conflict with the following:

PFMA;
Board Reserved Matters:
Memorandum of Incorporation;
Company Strategy;
Shareholder's Compact;
the Corporate Business Plan, annual Budget and Borrowing Strategy and/or Funding Plan of the
Company as approved fay the Board from time to time;
Enterprise Risk Management Framework, and
Any approvals by the Board and the Minister of Finance for the delegation of the power to borrow
money or issue a guarantee, indemnity or security, or enter into any other transaction that binds or
may bind the Company to any future financial commitment in terms of section 66 of the PFMA.

3 3 This Delegation supersedes any prior Delegations of Authority Framework and takes effect upon the dale
determined by the Board of Directors.

3.4 Any proposal for amendments to this Delegation or to the authorities or the authorities delegated in this
Delegation must be submitted in writing to the Transnel Company Secretary for consideration and approval
by the Board of Directors.

4 Delegating Powers

4.1 A person authorised to exercise any of the authorities set out in clause 5 below ("original bearer of authority") may, in
writing, sub-delegate to his/her subordinate ("designate") during his/her temporary absence or for an indefinite period,
provided

4.1.1 the authority is conferred by way of a certificate signed by the original bearer of authority, naming and identifying the
designate, and the extent of the authority which is sub-delegated to the designate;

4.1.2 the sub-designated authority shall only be exercised within the original bearer of authority's respective area of
responsibility; and

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

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

4.3 With respect to all matters and authorities specifically listed in clause 5 below, the delegated authority by the GCE to
bind the company is in regard to any business activity or transaction (or a series of related transactions) and is subject
to the value in the aggregate of all payments or any consideration made or to be made for any such business activity or
transaction(s) being complied with.

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

Delegation of Authority Framework - effective 1 September 2012 PageS
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5 Company Authorities

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

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

The authority to approve the Annual Corporate Plan and Budget of the Company vests with the Board of Directors,
provided that it must be submitted to the Shareholder in terms of Section 62 of the PFMA.

5 1 Capital Expenditure

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

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

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

Approval
Authority —

Operating
Divisions

Approval
Authority —

Specialist
Units

OD
Excc/CE

excluding
TFR

Up lo but
nol
exceeding
R200m

TFR
Exco/CE

Up to bui
nol
exceeding
R400m

Group Exco Member

Up lo but rtol exceeding
R20m

Transnet
CAPIC/GCFO

Up to but nol
exceeding
R80Dm

Transnet
CAPIC/GCFO

Up to but nol
exceeding
R800m

Group
Exco /GCE

Up lo but
not
exceeding
R1000m

Group
Exco/GCE

Up to but
nol
exceeding
RIOOOm

Board
Acquisitions and

Disposals
Committee

Up to bu! no!
exceeding
R2000m

Board
Acquisitions and

Disposals
Committee

Up to but not
exceeding
R2000m

Board

Up to but not
exceeding
R2500m

Board

Up to but not
exceeding
R25OOm

Shareholder
Minister

Exceeding
R2500fn

Shareholder
Minister

Exceeding
R2500m

'Refer to Materiality and Significance Framework. If the set limit (currently R2500m) is exceeded Ihen the Board to
consider and recommend to Shareholder Minister for approval.
Approval limits are per individual project, reported on a monthly basis to Group Financial Planning.
Amounts indicated above exclude the capitalisation of borrowing costs
All ICT projects requiring Transnet approval must be signed off by the Head- Enterprise Information Managemenl
Services.
Board Acquisitions and Disposals Committee refers to the Acquisitions and Disposal Committee of the Board. Group
Exco/GCE to be the final approval gale for all capitalisation of maintenance projects (COPEX) irrespective of the value
of the project provided that it has been included in the Corporate Plan.
Front end loading (FEL) studies for level 1 and 2 may be approved in terms of the operating expenditure DoA, FEL 3
studies may be approved as standalone (excluding execution) per the above table. Please refer to the Accounting
Policy for Conceptual, Pre-feasibility and Feasibility Studies when capitalising FEL sludies.

Deicgabon o< Authority Framewcrt -- effeciwe I September 2C12 Page 6
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5.1-2 Unforeseen CAPEX (not Included in budget/Corporate Plan)

Approval
Authority -*

Operating
Divisions

Approval
Authority —>

Specialist Uniis

OD Exco/CE
excluding

TFR

Up to but not
exceeding
R50m

TFR
ExcofCE

Up to but
not
exceeding
R75m

Group Exco Member

Up lo but not exceeding
R20m

Transnet
CAPIC/GCFO

Up to but not
exceeding
R400m

Transnet
CAPIC/GCFO

Up to but not
exceeding
R400m

Group
Exco/GCE

Up to but not
exceeding
R500m

Group
Exco/GCE

Up to bul not
exceeding
R500m

Board
Acquisitions and

Disposals
Committee

Up to but not
exceeding
R1000m

Board
Acquisitions and

Disposals
Committee

Up to but not
exceeding
R 1000m

Board

Up to but
nol
exceeding
R1250m

Board

Up to but
not
exceeding
R1250m

Shareholder
Minister

Exceeding
R1250m

Shareholder
Minister

Exceeding
R 1250m

'Refer to Materiality and Significance Framework. If the set limit (currently R25G0m) is exceeded then the Board to
consider and recommend to Shareholder Minister for approval.
All unforeseen Capex approved by Operating Divisions/Specialist Units within their delegated authority, must be
reported on a quarterly basis to Group Financial Planning
Amounts indicated above exclude the capitalisation of borrowing costs.
All ICT projects requiring Transnet approval must be signed off by the Head: Enterprise Information Management
Services
Approval limits are per project at Operating Divisional level subject to an aggregate divisional limit of R2Q0m per
annum and R4O0m for TFR on condition that divisions remain within their annual approved capital budget (refer to
5.1.4), If an unforeseen project will result in the divisional 7 year investment plan being increased then Group Exco
needs to be approached for approval.

5 1.3 Increase in Estimated Total Cost (ETC) of Existing /Approved Projects

Approval Authority

Operating Divisions

Approval
Authority —

Specialist Urals

OD Exco/CE
excluding TFR

ETC may be
increased to a
maximum of
R200m,
increases
beyond ttiis
amount may
only be
approved al
Transnel Lewi

TFR Exco/CE

ETC may be
increased lo a
maximum of
R400m.
increases
beyond this
amounl may
only be
approved al
Transnet Level

Group Exco Member

ETC may be increased lo a
maximum of R20m. increases
beyond this amount may only be
approved al Transnel Level

Transnet
CAPIC/GCFO

Up lo but nol
exceeding
R800m

Transnet
CAPIC/GCFO

Up lo bul not
exceeding
R8Q0m

Group Exco/
GCE

Up to but not
exceeding
R1000in

Group Exco/
GCE

Up to but not
exceeding
RIOOOm

Board
Acquisitions

and Disposals
Committee

Up lo but not
exceeding
Rt400m

Board
Acquisitions

and Disposals
Committee

Up to bul no!
exceeding
R1400m

Board

Exceeding
R 1400m

Board

Exceeding
R14Mm

Increase in ETC of projecls already approved by the Shareholder Minister must be reported to the Shareholder
Minister if the increase is in excess of 15%
All ICT projects requiring Transnet approval must be signed off by the Head: Information Management Services.
All cost increases in excess of 25% of the approved budget for a project must be reported to Transnet CAPIC/GCFO.

Detegabon ol Autho'ity Franewcrt - effective 1 September 2012 Page 7
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5.1.3.1

Amounts indicated gh .̂"? exci j J c the capitalisation of borrowing costs, Increases in ETC of a project solely due to tne

capitalisation of borrowing costs may be approved by the OD Exco'CE. Project costs and capitalisation of borrowing

costs are to be managed separately and may not be expended on projects interchangeably.

Any increase in excess of the annual approved capital investment budget must be submitted to Transnet CAPICGCFO
for approval.

5.1.4 Asset Write-off/Sc rap ping: Movable Assets

Approval
Authority —>

Operating
Divisions

Approval
Authority —•

Specialist
Units

OD Exco/CE
excluding TFR

Up to but not
exceeding

RIOm

TFR
Exco/CE

Up lo but not
exceeding

R50m

Group Exco Member

Up lo bul no) exceeding R5m

Transnet
Capic/GCFO

Up lo but not
exceeding

R100m

Transnet
Capic/GCFO

Up lo but nol
exceeding

RIOOm

Group
Exco/GCE

Up to but nol
exceeding

R250m

Group Exco/
GCE

Up to but not
exceeding

R250m

Board
Acquisitions

and Disposals
Committee

Up lo bul not
exceeding

R700m
Board

Acquisitions
and Disposals

Committee
Up to but ncl
exceeding

R700m

Board

Excesding
R700m

Board

Exceeding
R700m

The above amounls refer to net book value and are a cumulative annual limit Write-offs above R10m and above R50m

in the case ol TFR must be reported to Transnet CAPIC/GCFO quarterly.

5.1 5 Asset write-off/Scrapping/Demolition of Immovable Assets (excluding land) e.g. buildings, structures

Approval
Authority —•

Operating
Divisions

Approval
Authority —

Specialist
Units

OD Exco/CE
excluding TFR

Up to bul nol
exceeding

R10m

TFR
Exco/C£

Up lo but not
exceeding

R50m

Group Exco Member

Up lo but nol exceeding R5m

Transnet
Capic/GCFO

Up to but nol
exceeding

R150m

Transnet
Capic/GCFO

Up io bul not
exceeding

R100m

Group Exco/
GCE

Up to but not
exceeding

R250m

Group
Exco/GCE

Up to bul not
exceeding

R250m

Board
Acquisitions

and Disposals
Committee

Up to but nol
exceeding

R300m
Board

Acquisitions
and Disposals

Committee

Up to but not
exceeding

R300m

Board*

Exceeding
R300m

Board"

Exceeding
R300m

"Refer lo Materiality and Significance Framework. If the set limit (currently R2500m) is exceeded then the Board to

consider and recommend to Shareholder Minister for approval.

The above amounts refer lo an estimated market value at that point in time and are a cumulative annual limit.

Write-offs below R10m and below R50m in the case ol TFR must be reported to Transnet CAPIC/GCFO quarteriy.

5.1.6 Disposal of Movable Assets (excluding sale of scrap)

Approval
Authority —

Operating
Divisions

Approval
Authority —

Specialist
Units

OD Exco/CE*

Up to bul not
exceeding R50m

Group Exco
Member

Up lo but not
exceeding RSm

Transnet
Capic/GCFO

Up to but not
exceeding RiOOm

Transnet
Capic/GCFO

Up lo but not
exceeding RIOOm

Group Exco/GCE

Up lo but nol
exceeding R250m

Group Exco/GCE

Up lo but nol
exceeding R250m

Board Acquisitions
and Disposals

Committee

Up lo but not
exceeding R700m

Board Acquisitions
and Disposals

Committee

Up to but not
exceeding R700m

Board*

Exceeding
R700m

Boards

Exceeding
R700m

Detagafiwicf Author Framewort--effective I September 2012 Page 6
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•The above amounts rpfrr fr g- e«!i.7ia!eu nidikel value and are subject to a cumulative annual limit of R200m. For
t-die oi scrap please refer to 5.5.1
#Refer to Materiality and Significance Framework. If the set limit (currently R2500m) is exceeded then the Board to
consider and recommend to Shareholder Minister for approval.

5.1.7 Management's intervention in addressing non-compliance with the regard to the approval of capital projects

Approval Authority —>

Operatic Divisions
Approval Authority —

Specialist Units

ODCE
Nil

Group Exco Member
Nil

GCFO
Nil

GCFO
Nil

GCE
Unlimited •

GCE
Unlimited

Together with the application for approval of non-compliance, the requestor must advise on the steps/corrective
measures taken to avoid a repeat of the transgression.
If the approval of non-compliance results in the annual divisional budget being exceeded, then the request must be
submitted lo Transnet CAPIC for approval (refer to 5.1.4).

5 1.8 Alienation/acquisition of Immovable property (land and servitudes)

Approval
Authority —

Operating
Divisions

Approval
Authority —

Specialist
Units

OD Exco/CE
excluding TFR

Up lo but nol
exceeding RIOm

TFR
Exco/CE

Up to but no!
exceeding

R50m

Group Exco Member

Up to but nol exceeding Rim

Transnet
Capic/GCFO

Up 10 but not
exceeding

R200m

Transnet
Capic/GCFO

Up to but not
exceeding

R200m

Group
Exco/GCE

Up lo but nol
exceeding

R350m

Group
Exco/GCE

Up to but not
exceeding

R350m

Board
Acquisitions and

Disposals
Committee

Up [o but nol
exceeding R500m

Board
Acquisitions and

Disposals
Committee

Up lo but nol
exceeding R500m

Board*

Exceeding
R500m

Board"

Exceeding
R500m

'Refer to Materiality and Significance Framework, If the set limit (currently R2500m) is exceeded then the Board to
consider and recommend to Shareholder Minister for approval.
Approval limits are per transaction and are with reference lo market value
All transactions entered into in terms of the above must be reported to Transnet CAPIC/GCFO
Only immovabte property on the non-core list, may be disposed off (refer lo 5.1.8.1). such disposal may only be done
through the Specialist Unit, Transnet Property.
Amounts indicated above exclude the capitalisation of borrowing costs

5.1.8.1 Newly identified properties to be included on the non-core iist (Book vaiue of individual properties}

GE: Transnet Property

Up lo but not exceeding R50m

GCFO

Up to but no! exceeding
R100m"

GCE

Up to but not exceeding
R200m

Board

Exceeding R2G0m

912

These disposals must be reported to Transnet Capic/Group Exco/Transnet Board.
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5.2.2

5 2.3

913

Treasury

Treasury Policies and Strategies

Approval Authority - *

Financial Risk
Management
Framework

Transnet
Treasurer

Recommend

GCFO

Recommend

GCE

Recommend

Audit
Committee

Recommend

Board

Approve

NOTE 1: In respect of all transactions set out in paragraphs 5 2.1 to and including 5.2.10, the necessary legal
advice must be obtained where applicable and persons executing such transactions must comply fully
with the applicable Enterprise Risk Management Framework and any revised limits determined in terms
of such framework and the provisions of the PFMA and, when in doubt, persons must consult the
Treasury Compliance Officers and Transnet Finance or Transnet Legal Services.

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

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

Approval Authority ~*

Operating Divisions

Specialist Units

Deputy Treasurer:
BackOffice

Up to but not
exceeding R5m

Up to but not
exceeding R2m

Transnet Treasurer

Up to but not exceeding
R10m

Up lo but not exceeding
RIOm

GCFO

Up to but not
exceeding R20m

Up to but not
exceeding R20m

GCE

Exceeding R20m

Exceeding R20m

All breaches of Ihe above limits to be reported to the Audit Committee.
External debt write-off on financial instruments due to counter-party liquidation may only be approved by Ihe GCE.

Maximum annual loss on all market-making activities (Realised and unrealised) including repo facilities

Approval
Authority —•

Group

Traders and
Chief Trader

Up to but not
exceeding R1m

Deputy
Treasurer: Front

L Office
Up to but not
exceeding R1.5m

Transnet
Treasurer

Up to but not
exceeding
R2.5m

GCFO

Up to but not
exceeding R5m

GCE

Exceeding R5m

All breaches of the above limits to be reported to the Audit Committee
Note: The above limits are aggregate desk limits

Market-making: Net nominal open position on the market-making desk (long or short) expressed in terms of a
Transnet TN27 Bond (Only in extreme market conditions when positions from Market Making Panel cannot be
accommodated in the repo portfolio)

Approval
Authority

Group

Traders and Chief
Trader

Up to but not
exceeding RIOm

Deputy
Treasurer; Front

Office
Up to but no!
exceeding Ri5m

Transnet
Treasurer

Up lo but not
exceeding R25m

GCFO

Up to but not
exceeding R50m

GCE

Exceeding
R50m

All breaches of the above limits to be reported to the Audit Committee.
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5.2.4 Market-making - Spot transactions {Expressed in nominal terms)

Approval
Authority -»

Group

Traders

Up to but not
exceeding
R75m

Chief Trader

Up to but not
exceeding
R100m

Deputy
Treasurer:
Front Office

Up to but not
exceeding
R200m

Transnet
Treasurer

Up lo but not
exceeding
R250m

GCFO

Up to but
not
exceeding
R750m

GCE

Exceeding
R750m

All breaches of the above limits to be reported to the Audit Committee
Approval limits are per transaction/even! and excludes bond auctions

5.2.5 Buy and sellbsck transactions (Expressed in nominal terms)

Approval
Authority
—*

Group

Duration
Limit

Traders

Up to but not
exceeding
R250m

2 weeks

Chief Trader

Up to but not
exceeding
R500m

3 weeks

Deputy
Treasurer:
Front Office

Up to but not
exceeding
R750rn

1 month

Transnet
Treasurer

Up to but not
exceeding
R1000m

1 month

GCFO

Up to but not
exceeding
R1500m

2 months

GCE

Exceeding
R 1500m

Greater than
2 months

All breaches of the above limits (amount or tenure) to be reported to the Audit Committee.
Approval limits are per transaction/event

5 2.6 Foreign Exchange Transactions (operational, expressed in USD equivalent)

Approval
Authority

Group

Traders

Up to but not
exceeding an
aggregate
equivalent of
$10m per day
(desk total}

Chief Trader

Up to but not
exceeding an
aggregate
equivalent of
520m per day
(desk total)

Deputy
Treasurer:
Front Office

Up to but not
exceeding an
aggregate
equivalent of
$40m per day
(desk total)

Transnet
Treasurer

Up to but not
exceeding an
aggregate ot
S 100m per
day (desk
total)

GCFO

Up to but
not
exceeding a
daily
equivalent
of $200m
(desk tola!)

GCE

Exceeding a
daily
equivalent of
$200m (desk
total)

All breaches of the above limits to be reported to the Audit Committee
Note: In respect of FX hedging trarsactions that were previously approved as per paragraphs 5.2.7 and 5.2.8, the
above approvals will be applicable to accommodate the extension of FX hedges.

5.2-7 Foreign Exchange Hedging Transactions (operational, expressed in USD equivalent)

Approval
Authority - •

Group

Tenure

Transnet Treasurer

Projects nol exceeding S50m

Not exceeding 12 Months

GCFO

Projects not exceeding $100m

Not exceeding 3 years

GCE

Projects exceeding SiOOm

Exceeding 3 years

All breaches of the above limits (amount or tenure) to be reported to the Audit Committee.
Note: Where no specific limit is mentioned, the FRMF policy on foreign exchange risk will apply.
The above project limits are applicable per hedging submission.
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5.2.8 Foreign Exchange Hedging Transactions fCAPEX and FX loans, expressed In USD equivalent)

5.2.9

Approval
Authority —>

Group
Tenure

Transnet Treasurer

Projects not exceeding $50m
Not exceeding 18 months

GCFO/Finco

Projects not exceeding $100m
Not exceeding 5 years

GCE/Graup Exco

Project exceeding S 100m

Exceeding 5 years
Ail breaches of the above limits to be reported to the Audit Committee.
Note: Where no specific limit is mentioned, the FRMF policy on foreign exchange rate risk will apply.
The above project limits are applicable per hedging submission.

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

Approval
Authority -»

Group

Traders

Not exceeding
S10m

Chief Trader

Not exceeding
S20m

Deputy
Treasurer: Front

Office

Not exceeding
S30m

Transnet
Treasurer

Not exceeding
S50m

GCFO

Exceeding $50m

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

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

5.2 10 Interest Rate Risk Hedging

Approval
Authority —>

Group

Tenure

Notional Amounts

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

GCFO/Finco

Up to but not exceeding
S250m
Up to but not exceeding
R2000m

Not exceeding 10 years

GCE/Group Exco

Exceeding $250m

Exceeding R200Om

Exceeding 10 years

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

5.2 11 Hedging of fuel risk exposures (commodity risk)

Approval
Authority - •
Tenure
Notional hedge
expressed in RAND

GCFO/FInco

Not exceeding 12 months

Not exceeding R500m

GCE/Group Exco

Exceedinq 12 months

Exceeding R500m

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

5.2.12 Granting of InterTransnet Loans (Interest-bearing only) to divisions/subsidiaries
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Approval
Authority —*

Operating Division

Subsidiary

Deputy Treasurer
Front Office

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

Transnet Treasurer

Up to but not exceeding
R 1000m
Up to but not exceeding
R25m

GCFO

Up to but nol
exceedinq R2000m
Up to but not
exceedinq R100m

GCE

Exceeding R2000m

Exceeding R 100m

These above limits are cumulative per financial year.

5.2-13 Granting of InterTransnet Loans (Interest-free)

Approval Authority
—>
Operating Division

GCFO

Up to but not exceedinq RiOm

GCE

Exceedinq R10m
The above limits are per interTransnef loan.
All breaches of the above limits to be reported to the Audit Committee

5.2.14 Letters of Credit

Approval
Authority —•

Transnet

Deputy Treasurer:
Front Office
Up to but not

exceedinq R100m

Transnet Treasurer

Up to but not
exceeding R200m

GCFO

Up to but not
exceedinq R300m

GCE

Exceeding R300m

AN breaches of the above limits to be reported to the Audit Committee.
The above limits are per letter of credit

Funding Portfolio

NOTE1: Only derivatives approved in terms of the applicable Financial Risk Managemenl Framework, as
approved by the Board, and subject to such limits determined in accordance with such framework may
be utilised to hedge any risks.

NOTE 2: The tolal nominal funding amount per financial year in respect of Bonds and any other funding
transactions shall be as determined per Board approved Board amended Funding Borrowing Plan.

NOTE 3: A. Signatories mean, subject to such approvals by the Board and the Minister of Finance in terms of
section 66 of the PFMA as may be applicable, Ihe Treasurer and any other officer so designated in
writing by the GCFO.

8. Signalories mean, subject to such approvals by the Board and Ihe Minister of Finance in terms of
section 66 of the PFMA as may be applicable, persons so designated in writing by the Treasurer.

5.2 15 Loan/Funding documentation approvals per instrument per financial year

Approval Authority —
Tapping of bonds

Bank Loans (including overnight
facilities)
Commercial Paper

ECA supported funding

New bond issues (in approved
funding plan)
Development funding

Foreign funding
Any other source of funding not
stipulated above

Transnet Treasurer

Up lo but not
exceeding R1bn

Up lo but not
exceeding R250m

Up to but nol
exceeding R250m
-
•

GCFO
Not exceeding R5bn

Up to but not exceeding R2.5bn

Not exceeding R5bn

Up to but not exceeding Ribn

Up to but not exceeding Ribn

Up to but not exceeding Ribn

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

GCEyGroup Exco
Exceeding R5bn

Exceeding R2.5bn

Exceeding R5bn

Exceeding Ribn

Exceeding Ribn

Exceeding R1bn

Exceeding Ribn
Exceeding R1bn

The above is further subjected to Ihe following annual aggregate limit
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R5bn R10bn
Limited to the annual
Board approved
borrowing plan

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

amendments approved).
• Be within the laid down cash holding limits of Transnet.
• All breaches of the above limits to be reported lo the Audit Committee.

5.2.16 Signing of legally binding agreements in respect of Treasury related activities
(Including ISDA, ISMA agreements and Bank facilities)

pOnly the GCE and/or the GCFO have authority to sign. The Treasurer may sign with a specified delegation.

5.2.17 Counterparty Limits; Setting of Limits

Approval Level

TRANSNET
TREASURER

Price Risk Limits 5 R25 m

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

GCFO

Price Risk Limits < R250
m

Approval of Bond Issue
and Bond Issuer Limits

Approval of Settlement
Limits

GCE

Price Risk Limits < R500
m

Board or Committee of the
Board

Investment Risk Limits

Price Risk Limits > R500 m

All investment risk limits and price risk limits above R500m to be approved by the Audit Committee
Note: Where no specific limit is mentioned, the FRMF policy on Counter Party Risk will apply
Note: A portion of tne approved investment risk limit may be utilised for price risk purposes as long as the sum of the

two stays within the overall Audit Committee approved risk limit.

5 2.18 Appointment of Commercial Bankers and the Opening of Bank Accounts

AIIOOSU

Process to follow

Transnet Treasurer

Recommendation to open bank accounts
and the appointment of bankers

GCFO
Approval of new bank accounts and Ihe
appointment ol bankers and the approval of all
documentation relating lo such accounts
including electronic banking documentation.

There is no delegation lo any OD SU to appoint commercial bankers or to open bank
accounts, domestically or internationally; only the GCFO may make such appointments.

917

5 219 Establishing financial policy with regard to insurance

Authority Level GCFO after consulting with Chief Risk Officer
Board Risk Committee to approve.

5.2.20 Authorisation of cheque signatories, Test keys and EFT's

Signing Cheques
Signing Test keys for paying/receiving
Electronic transfer of funds

Two A signatories or one A and one B siqnatory
Two A signatories or one A and one B siqnatory
Two A signatories or one A and one B signatory

5.2.21 Payment instructions and confirmation notes

Defeflabcn ol Authority Frsmewo* - effective I September 2012 P a g e U
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Sinning psymenl bat'uclions/ receipts, settlement
instructions:
Signing confirmation notes in respect of approved
financial transactions executed:

Two A signatories or one A and one B signatory

One A signatory

5.2.22 Approval of Annual Borrowing Plan

Group
Board

Approve the annual borrowing plan for execution by Treasury
Annual borrowing plan to be recommended by the Treasurer, GCFO and the Audit CommiHee for approval by the
Board.

5.2.23 Authorisation to enter into binding transactions

Group

TRANSNET TREASURER
Authorise Treasury employees lo enter into binding financial
transactions on behalf of the Transnet

5.2.24 Issuing of Guarantees (subject to requirements of section 66 of the PFMA)

Transnet

Transnet Treasurer
Up to but not exceeding
R25m

GCFO
Up to but not exceeding
R50m

GCE

Exceeding R50m

Board
Exceeding RIOOm aggregate
per financial year

All breaches of the above limits to be reported lo the Audit Committee.
Board approval is required for the granting by [he Company of any guarantees exceeding an aggregate limit of RiOQm
per financial year (section 66(3) of the PFMA).

5.2.25 Issuing Letters of Support

Group
Board

Only the Board of Directors have authority to issue letters of support

5-2-26 Issuing of security per transaction (subject to section 66 of the PFMA)

Group

Transnet
Treasurer

Up to but not
exceeding R250m

GCFO

Up to but not exceeding
R500m

GCE

Up to but not
exceeding RiOOOm

Board

Exceeding R 1000m

The above limits are per Iransaction. All breaches of the above limits to be reported to the Audit Committee.
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5.3 Finance

5.3.1 Bad Debt Write-off

Trade Debtors

Approval
Authority - *
Operating
Divisions

Approval
Authority -»

Specialist
Units

OD Exco/CE'
excluding TFR
Up lo but not
exceeding
R10m

TFR Exco/CE

Up to but not
exceeding
R20m

Group Exco Member

Up to but not exceeding
R5m

GCFO

Up to but not
exceeding
RtOOm

Transnet
Capic/GCFO
Up to but not
exceeding
R100m

Group Exco/
GCE

Up to but not
exceeding
R250m
Group Exco/

GCE
Up to but not
exceeding
R250m

Audit
Committee

Up to but not
exceeding
R500m
Board Audit
Committee

Up to but not
exceeding
R5D0m

Board

Exceeding
R500m

Board'

Exceeding
R500m

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

5.3.2 Setting of limits for credit facilities (Trade debtors}

Approval
Authority —

Operating
Divisions

Specialist
Units

Divisional CFO

Up to but not exceeding
RlOm

<

Up to but not exceeding
R5m

OD Exco/CE*
excluding TFR
Up to but not
exceeding
R20m
Up to but not
exceeding
R10m

TFRCE

Up to but not
exceeding
R150m

GCFO

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

GCE

Exceeding
R300m

Exceeding
R300m

Audit Committee to recommend approval of annual credit limit for working capital.
Limits are per individual customer/client. Credit limits are to be reviewed on an annual basis. The limits are applicable
subject lo the division following the credit evaluation process.

5.3.3 Issuing of Credit notes

Approval
Authority —
Operating
Divisions
Specialist
Units

Divisional CFO

Up to but not
exceeding R10m

f Up to but not
exceeding R5m

OD Exco'

Up to but not
exceeding R20m

Up ID but not
exceeding R10m

GCFO

Up to but not exceeding
R300m

Up to but not exceeding
R300m

GCE

Exceeding R300m

Exceeding R300m

Limits are per individual credit note and refates to external parties. Issuing of credit notes regarding internal/interdivisional
transactions may be within the control of the divisional CFOs.
' Excludes the product reconciliation process at Transnet Pipelines where the Divisional CFO and Divisional COO
approve transactions arising out of the product reconciliation process.

5.3.4 Exceeding the operational expenditure budget in total for the year (Operating Divisions/Specialist Units)

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

Approval Authority —

Operating Divisions

Specialist Units

ODCE

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

GCFO

Up to but not exceeding
7.5% of approved
budget
Up to but not exceeding
7,5% of approved
budget

GCE

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

Board

>10%

>10%
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Delegations for operational transactions that are loo detailed to include in the Transnet Delegations of Authority
framework will be determined and applied in terms of the details set out by the CE In conjunction with the CFO
of the respective OD/SU.

5.4 Procurement

All procurement transactions (including reverse logistics - selling of goods) must fully comply with the approved Transnet
Procurement Policy end Procurement Procedures Manual (PPM), as well as the Transnet Capital Projects Construction
Procurement Policy, Processes, Procedures and Methods (CPPPPM) where applicable - Any commercial agreement (for
the purchase of goods or services) must be signed off by an authorized employee of Supply Chain Management
(Procurement) prior to signing of the contract to indicate that all the steps as per clause 5 5 below have been followed
and that all procurement related governance has been adhered to.

5.4.1 Appointment of Consultants

Approval
Authority —

Operating
Divisions

Approval
Authority -»

Specialist
Units

ODCE

Up to but not
exceeding
R25m

Group Exco
Members

R10m

GCFO

Up to but not
exceeding R50m

GCFO

Up to but nol
exceeding R50m

Group EKCO/
GCE

Up to but not
exceeding R200m

GCE

Up to but not
exceeding R200m

Board
Acquisitions

and Disposals
Committee

Up to but not
exceeding
R300m

Board
Acquisitions

and Disposals
Committee

Up to but not
exceeding
R300m

Board

Exceeding
R300m

Board

Exceeding
R300m

Approval limits are cumulative per annum Excludes appointment of consultants to perform feasibility studies for capital
projects

5.4.2 Approval to approach the market for Open Tenders

Approval
Authority —

Operating
Divisions

ODCE and
TCPGE

Up to but not
exceeding
R450m

GCSCO

Up to but not
exceeding
R525m

GCFO

Up lo but not
exceeding
R600m

GCE

Up to but
not
exceeding
R750m

Board
Acquisitions

and Disposals
Committee

Up lo but not
exceeding
R1500m

Board

Exceeding
R 1500m

*The OD CE may only delegate these powers to go to market with Open Tenders to Heads of Procurement. The
Requisition (or Request to Purchase) issued to Procurement must be approved by the OD's Budget Owner or his duly
authorized delegate. Such approved requisition or Request to Purchase will signify that the acquisition has been
approved and that the necessary funds are available.
Submissions requiring approval of the GCSCO or higher must also include a procurement strategy document, signed off
by the person with the delegated authority.

Approval
Authority -*

Specialist
Units

Specialist Unit
HOD

(budget owner)

Up to but not
exceeding

R75m

GCSCO

Up to but not
exceeding

R525m

GCFO

Up to but not
exceeding

RBOOm

GCE

Up to but
not

exceeding
R750m

Board
Acquisitions

and Disposals
Committee

Up lo but not
exceeding
R1500m

Board

Exceeding
R 1500m
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A Tne Requisition (or Request to Purchase) issued to Procurement must be approved by the Specialist Unit's HOD or his
duly authorised delegate. Such approved requisition or Request to Purchase will signify that the acquisition has been
approved and that the necessary funds are available.
Submissions requiring approval of the GCSCO or higher must also include a procurement strategy document, signed off
by the person with the delegated authority.

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

Approval
Authority

Operating
Divisions

Approval
Authority

Specialist
Units

ODCEandTCP
GE

Nil

Group Exco
Members

Nil

GCSCO

Nil

GCSCO

Nil

GCFO

Nil

GCFO

Nil

GCE

Up to but not
exceeding
R250m

GCE

Up to but nol
exceeding
R250m

Board
Acquisitions

and Disposals
Committee

Up to but not
exceeding
R 1000m

Board
Acquisitions

and Disposals
Committee

Up to but not
exceeding
R10O0m

Board

Exceeding
R1000m

Board

Exceeding
R1000m

The limits are per (ransacfion/confinement Alf requests for approval of confinements must be made by the OD CEVGroup
Exco Member to the GCE. The OD Specialist Unit shall prepare the submission in collaboration with Transnet integrated
supply chain management (iSCM) to ensure that the rules for confinement are met.
In instances where confinement is confidential the GCE may approve such confinement without the confinement request
being routed via any other authority.

921

5.4.4. Management's intervention to address non-compliance with procurement policies and procedures

Approval
Authority

Operating
Divisions

Approval
Authority

SU

ODCEandTCP
GE

Nil

Group Exco
Members

Nil

GCFO

Nil

GCFO

Nil

GCE

Up to but nol
exceeding R50m

GCE

Up to but not
exceeding R50m

Board
Acquisitions and

Disposals
Committee

Up to but not
exceeding R1000m

Board
Acquisitions and

Disposals
Committee

Up to but nol
exceeding RIQOOm

Board

Exceeding
R 1000m

Board

Exceeding
RIOOOm

All requests for approval of non-compliance must be made by the OD CE/Group Exco member to the GCE. The
OD/Spectalis( Unit shall prepare the submission in collaboration with Transnet iSCM to ensure that the rules for
confinement are met.

5,4.5 Establishing Procurement policy (opex, capex and disposals)

Authority Leye[ | Board Acquisitions and Disposals Committee
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5.5 Contracts/Agreements

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

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

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

NOTE 4: Approval limits are per transaction/contract.

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

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

5 5.1 Enter fnto and signing of Contracts/Agreements and award of business: (including the sale of scrap)

Approval
Authority

Operating
Divisions

Approval
Authority

Specialist
units
excluding
TCP

ODCEandTCPGE

Up to but not exceeding
R450m

Specialist
UnitCE

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

Group
Exco

members

Up to but
not
exceeding
R30m

Transnet
Chief

Supply
Chain
Officer

Up to but
not
exceeding
R525m

Transnet
Chief

Supply
Chain
Officer

Up to but
not
exceeding
R525rn,

GCFO

Up to but
not
exceeding
R600m

GCFO

Up to but
not
exceeding
R600m

GCE

Up to but
not
exceeding
R750m

GCE

Up to but
not
exceeding
R750m

Board
Acquisitions

and
Disposals
Committee

Up to but no!
exceeding
R1500m

Board
Acquisitions

and
Disposals
Committee

Up to but not
exceeding
R1500m

Board

Exceeding
R1500m

Board

Exceeding
R 1500m

Values are per contract for the full term of the contract (Total value of contract excluding VAT) on condition that
approval has been obtained for the related expenditure over the period. Please refer to the conditions sbpulated below.
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Payments: Once (he decision to con*r?-! hzz> teat, issued, contract execution will be governed by (he Operating

Divisions, including the payment process provided that the contract amount is not exceeded

5.5.1,1 Contracts > R450m, including Transnet's top 60% value opex items and capex contracts

Prior fo entering into a high value {greater than R450m) / highly complex contract (especially for Transnet s top 60%
value opex items as dealt with by Transnet iSCM Strategic Sourcing commodity teams), any authorised official must
first liaise with a multi-disciplinary team of experts at Transnet Corporate Office, who should each sign off on the
following parts of any agreement/contract or other binding document

• Group Legal - entire document

• Transnet GCFO to sign-off after sign-off from the finance departments (Group Finance Reporting Financial
Planning. Tax and Treasury).

• Contracts less than R450m within the OD's limit of authority, require a similar process as set out above to be
followed by the relevant OD.

5.5.1.3 International Contracts/Agreements (all contracts)

• Approval lo enter into an agreement/contract or other binding document involving foreign currency exposure
(including international agreements) may not be sub-delegaled lower than to the Chief Procurement Officer
(CPO) of an OD. Approval of the divisional CFO is required to enler into the contracts that may result in foreign
currency exposure.

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

5.5.2 Enter into and Signing of Revenue Contracts/Agreements: (excluding lease contracts and the sale of scrap)

Approval
Authority

Operalmg
Divisions

Approval
Authority

Specialist
units

ODCE
Limit per Annum
per contract up to
but not exceeding

5 years

Up lo but not
exceeding R300m

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

5 years

Up to but not
exceeding R 10m

GCFO
Limit per Annum per
contract up to but not

exceeding
S years

Up to but not exceeding
R500m

GCFO
Limit per Annum per
contract up to but not

exceeding
5 years

Up to but not exceeding
R500m

GCE
Limit per Annum
per contract up

lo but not
exceeding

5 yean

Up lo but not
exceeding
RiOOOm

GCE
Limit per Annum
per contract up

to but not
exceeding

5 years

Up ID but not
exceeding
RiOOOm

Board
Acquisitions and

Disposals
Committee

Limit per Annum
per contract and

contracts
exceeding

5 years

Up to bul not
exceeding
R3000m

Board
Acquisitions and

Disposals
Committee

Limit per Annum
per contract and

contracts
exceeding

5 years
Up lo but not
exceeding
R3000m

Board
Limit per Annum per

contract and
contracts exceeding

5 years

Exceeding R3GQ0m

Board
Limit per Annum per

contract and
contracts exceeding

5 years

Exceeding R3000m

Transnet integrated customer agreements where a service incorporates more than one division must be signed off
by the GCFO and the Group Executive: Commercial in addition to sign off by the OD CE's, up to but not exceeding
revenue of R50Qm per annum not exceeding 5 years.

If the contract period is below 12 months the contract value is to be annualized and (he delegated authority

required to approve the transaction will be determined by the annualized amount

All limits indicated above are exclusive of VAT

Board approval is required if ANY one of the following limits are exceeded.
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o The contrari poring ovr--^j: : ;£^:o
o The annual value of the contract exceeds R3000m.
o The total value of the contract over the contract life exceeds RISOOOm.

5 5.3 Internal Contracts

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

5 54 Property and Lease Agreements

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

Approval
Authority - •

Operating
Divisions

ODCE,
GE: Transnet

Property and TCP
GE

Up to but not
exceeding R15m
annualised
Tenure not
exceeding 5 years

GCFO

Up to but not
exceeding R200m
full term

Tenure not
exceeding 10 years

GCE

Up to but not
exceeding R500m full
term
Tenure not exceeding
15 years

Board Acquisitions
and Disposals

Committee

Exceeding R500m full
term

Tenure exceeding
15 years

Tenders that include alienation/leasing out of land for a period longer than 5 years must be submitted to the GCE
for approval prior to going out on tender or RFP.
Cession of leases: All cession or assignment of Lease agreements shall be approved by the Group CFO or Group
Executive: Transnet Property. For cession of leases at ODs (he Chief Executive of the respective OD may
approve cession or assignment of lease agreements.
Cession of lease agreements with a change to material terms of the existing lease e.g. extension or shortening of
the lease period, change of rental terms etc. may be approved in terms of the above limits i.e. where the original
lease was approved in terms of the delegated authority above, changes of material terms to be approved by the
same approval body.
All external Lease Agreements (> 5 years) of properties on land/properties adjacent to other land/properties of
ODs and or belonging to Transnet Property, must be communicated and agreed with the relevant
division/Transnet Property before entering into any Lease Agreements.
All leases for vacant land may only be approved by the GCE with [he above limits for the GCE applicable i.e. if the
lease value exceeds R500m or the tenure exceeds 15 years then Board Acquisitions and Disposals Committee
approval is required. For the purposes of this transaction vacant land is considered to be undeveloped land.
In cases where vacant land is teased out with its own rental premium applicable to it and a separate rental
premium for improvements located on the portion of the same leased site, although part of one lease transaction -
to the extent that the proposed lease has lettable vacant land, the GCE shall approve such lease transactions in
line with his limits of authority as stated in the table above
Interdivisional leases for vacant land may be entered into and signed by the respective
OD CEs/GE: TCP/GE: Transnet Property
Special Delegation to apply to the CE of TNPA in compliance with the Ports Act.
Internal leases between Transnet Property and OD/SU may be signed by the CEs of the respective ODs/SUs.
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5.6 Legal Services

NOTE: The provision of legal services must be in accordance with the Transnet Legal Policy. In respect of all litigation
the bearer of trie authority may, afler taking legal advice from Transnet, execute all documents and do all
things necessary to give effect to hisiier authorisation.

56-1 Commencing or settling any litigation, arbitration

5.6.2

Approval
Authority —>

Operating
Divisions

Divisional Head:
Legal and Risk

Up to but not
exceeding R2m

ODCE,
GE: Transnet
Property and

GE:TCP
Up to but not
exceeding RiOm
Greater than R10m
but less than R35m
with concurrence of
GE: Group Lega!
Services

GE: Group
Legal Services

Up to but not
exceeding
R50m

GCFO

Up to but not
exceeding RIOOm
with concurrence
ofGE Group
Lega) Services

GCE

Exceeding
R100m

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

Any disputes with government entities or where the outcome of any litigation,
arbitration or similar proceedings is likely to have a material effect on the business,
financial condition or prospects of the Company

Board of Directors

5.6.3
Defending, subject to paragraph 5.6.1 above and Trarsnet Legal Poficy, any
litigation (actions or applications) in court or any other competent forum

GE: Group Legal Services/
ODCE

5.6,4 Subject to the Transnet Legal Policy, the appointment of external advisors attorneys, advocates and any other
external legal advisors

Approval
Authority —
OPERATING
DIVISION

Specialist
Units CEs and
Heads of Legal

ODCE

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

Up to but not exceeding
R5m

GE: Group Legal Services

Up to but not exceeding R50m

GE: Group Legal Services

Up to but not exceeding R50m

GCE

Exceeding R50m

GCE

Exceeding R50m
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Human Resources

INTRODUCTION
The Delegation of Authority for Human Resources provi'des for controls and good governance in the following areas

Organisation Management
Personnel Appointments and Remuneration

• Appointment of Fixed Term Contract Employees
Interim / Ad-hoc Remuneration Adjustments
Rewards / Awards / Exceptional Payments / Ex-gralia Awards
Suspension of Employees
Dismissal of Employees
Mutual Separation Agreements
Collective Bargaining and Trade Union Recognition
Deviation from approved Human Resources Policies

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

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

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

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

document. Any such change musi be in writing.
5 Soard approval is required for the appointment and remuneration of the Transnet GCE and GCFO.
6 The Social, Ethics and Human Resources Committee (SEHRCO) provides final approval for (he annual reward

allocation including the salary mandate,
7. The SEHRCO provides final approval for the remuneration packages for Group Exco.
8 All matters relating to the position of the GCE and GCFO are reserved for the Board and Shareholder Minister in

line wilh the Company's governing legislation and mandates.

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

FA Final Approval
FACC Final Approval for Corporate Centre
R Recommendation
A Has provided advice
N Noting
GE: HR Group Executive Human Resources
CE, GE Chief Executive of OD or relevant Group Executive of Corporate Staff Department
GM- PM General Manager Peopje Management in Transnet HR
GM: ER General Manager Employee Relations in Transnet HR
OD HR GM General Manager Human Resources at the Operating Division
LM; GM Line Management - General Manager

Delegation ct Authority Framewcrt - effective 1 September 2012 Page 23
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The table below sets out (he delegation framework for Human Resources.
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1 Organisation Management CreaHonofNfcwPo6fllon9/ChangB[hPo5H!ons/R65tructurfng
• KD permanent or fixed term contract posificn can be crested or Big grade level changed unless (he approved

OraaiissSai ttertagerrBnt goAftfnsnee was fol'owBd In respect of the evaluation of positions ffuJ rstffies5a/i df
grade fevete.

HUMAN RESOURCES

1.1 Group Exco |A level)

1.2 General Managers (B level)

1.3 Executive Manaqers (C level)

1.4 Senior Management (level D)
and Below

SEHRCO

FA

GCE

R
FA

GE:HR

R
A

OOCEJ
Group

Executive

R

FA

00 HR
GM

R

FA

GM:
PM

R

R

R

FA.CC

LM:GM

R

R

Personnel Remuneration

Tfaa 96HRC0 reviesvs (he Gee's ssssssmarrt of performance end epproves the ramunsraton of Group Bex
Member*,
The appointment end .flsnwnsafian of ali rpffiagenient teval employees (lavels A to P) Vflll be guided by ttie
Guidelines end Safary B&id£ tesusd by the group RarounsfsHen Office. "Pieae^uidBf/nea ard Salary Bffids vuflf
tats into #eo(J!7t the ocoupstional £ p ^ 3 categorfe*.
For mana^ere in levels A pnd S Ihe Qroup Rsmuneratfan Office viffl recommend the appropriate
fcsnde basod on merM hfonriaSon a id Interns/ p&,ity, Approval of tfaa Soal appofntirienf and

k fll b I l f i f^teS bl
OD Mdl ̂ )p}y the (?yfd£toes and Salary Bands nvfcsn appemfirto end structuring fiie paoksges of

management^empicyees In (eveis C and below. Approval of the finai aj^olntment and (Brrninar^on package v.111
be In torrra cfihe do-!fcy5t:«is Maw,
After feaiary adjustments and fc^ore 8 mandata is sought for &ie next financial ysar, tfra Greup Remuneration
Qfijpe vvHl Gonduct a coniparEdive anatygte of salaries across OOE to rnform tha Group Guidelines and Salary
Bands of managers for^ie newfeic fe l year, AffofdaWdty and the need for ai^m&l aid $4emal parity wT kiform

HUMAN RESOURCES

JM_ Group Exco jA_tev

_ 2 2 _ General Man ias t S J )

2.3 Executive Managers [C level)

2.4 Senior Management (D level and belov/)

SEHRCO
GCE

•FA

GE:HR

FA

ODCB
Group

Executive

FA

ODHR
GM

FA

GM:
PM

R

R

FA.CC

LM:
GM

The appointment of a Group Exco Member will be made by the GCE in consultation with the Social Ethics and

Human Resources Committee

'3 Appotntfnenl of Fbced-Tarm Contract Employees

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

HUMAN RESOURCES

3 1 Group Exco jA Level]_
3 2 General Managers (B level)

3 3 Executive Managers {C level!
3.4 Senior Management (D level and below]

6EHRC0

FA

GCE

R
FA

GE:HR

l R

ODCB
Group

Executive

R
FA

ODHR
GM

R
FA

GM:
PM

R
R
R 1

FA.CC

LM:
GM

R
R

,-ffectve1 September 20^ Page 24
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i '4L^owjt?r Offer? and intefimSaJary Adjustments 4 R B H t t " ^

• In fine vtffh 8>e Group Remuneration Philosophy approved by the SEHRCO, friere wiH be no interim / ad-hoc
remunere&jn adjustments.
tf an employee produces a written and current counter offer of employment with delate of &ie remurtBratioh
package, arid Transnet saete to reiain t ie employee based on the cntfcality of the employee's skilf, an interim
adjustment of the employee's currant remuneration package may be offered in terms of &>e delegations below.
Any counter ofiar must be in accordance wtfh the Group Guidelines and Salary Bands Issued by Group
Remunerate

HUMAN RESOURCES

4.1 Group Exco (A Levef)

4 2 General Managers (B level)

4 3 Executoe Managers (C level/
4 A Seniof Management (D tevel

and faalow)

SEHRCO

FA

GCE

R
FA

GE:HR

N
R
FA

ODCE/
Group

Executive

R
R

00 HR
GM

R

FA

GM:PM

R
R
R

FACC

LM:
GM

R

R

"5 Infernal Rewards / Awante / Exceptional Payments / Ex-graila Awards

The gmcunts reflected befow are per Inftiaffve (not per individual employes payment) per annum

HUMAN RESOURCES

5.1 RIOm and above
52 Between R5m but no!

exceedingjyOm
5.3 Between R50 000 but

not exceeding R5m
5.4 Between R20 000 bu!

not exceedi-xj R50 0O0
5 5 Up to bul nol exceeding

R20 000
56 Up to but m l exceeding

R 10 000

Board

FA

SEHRCO

R

FA

GCE

R

R

FA

GE:HR

R

R

R

FA

FA

GCFO ODCE/
Group

Executive

R

FA

FA

FA

HR
GM

R

R

R

GM:
PM

R

R

R

R

R

R

LM:
GM

R

R

R

6 Suspension of Employees

• The suspension of afl employees is par the deteg^jons of eutr.orrty betow.
• In the case of the suspension of a bargaining unit employee BIB relevant OD Employee Relations Manager must

recommend (tie suspension faasad on the merits of the case

HUMAN RESOURCES

6 1 Group Exco (A level)
6 2 General Managera (8 level;
63 ManaqerctCleveQ
6 4 Senior Management (D level to f

level)
6 5 Bargaining unit employees

GCE

FA
FA

GE;HR

R
R
FA

ODCE/
Group

Executive

R
R

00 HR
GM

R

R

GM:
ER

R
R
A

A

LM:
GU

R

FA

Line
Manager

R

FA

ER
Manag

er

A

R

i — effective '. Page 25
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• * * •

* Tne dismissal of any employee for reasons of-tfjscipfine or incapacity must be precscjgd by a fair hearing fa Eri5
Trsnsnet policies.

• The dismissal of an employee for ofSeratiGRBl r&quiremente mdstbe ptecadsd t y s fair consuteton process.

HUMAN RESOURCES

7.1 Group Exco (A level}

7 2 General Managers (B level)

7 3 ManagerslC level)

7.4 Senior Management (D level loF level]
7.5 Bargaining unrt employees

GCE

FA
FA

GE:
HR

R
R
A

ODCEJ
Group

Executivs

R
FA
A

ODHR
GM

R
R

GM:
ER

R
A
R
R

LM:
GM

R
FA

Line
Manager

R
FA

ER

Manager

A
A
R

S Mutual Separation

'Temfc and oandifons- end Unsnutal ̂ e m s n t emounfa of mutual sefjaratfwi QgfeeflTerffs for A - D Roles will be -gukfed
^JytJia GukJafines te£U6dby thB Group RsmuneraSori Office*

HUMAN RESOURCES

8 1 Group ExcojA level
8 2 General Managers (B levelj

8 3 Executive Managers (C level and below)

SEHRCO

FA

GCE

R
FA

GE:HR

R
R
FA

ODCE/
Group

Executive

R
R

ODHR
GM

R

GM:ER

R
R
R

LM:GM

R

9 CPII&CBVB Bargaining apd Trade Union Recognition

HUMAN RESOURCES

9 1 Conclusion of any Collective Agreements
with Unions excluding shift patterns

9 2 Mandate for salary and wage
negobatiorts

9 3 Recogn tian cf Trade Union and Sigrvng
of Recognition Agreement

SEHRCO

FA

GCE G£:HR

FA

FA

00 C&
Group

Executive

OOHR
GM

R

GM:ER

R

R

LM:GM

1Q Deviation from Approved HMman Resources PoJioj

HUMAN RESOURCES

101 Any deviation from a Transnet HR Policy

Board GCE

FA

GCFO GE:
HR

R

ODCEs
Group Exco

R

HR
GM

R

GM:
ER

R

LM:
GM

R

Page 26
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5.8

5.8.1

5.8.2

General Delegations

Chartering of Aircraft

930

Authority Level

Chartering of Aircraft

Chartering of helicopters for operations

ODCE

NIL
R1500O0'

GCFO

Up to but not exceeding R3m

Up to but not exceeding R1m

GCE
Exceeding R3m

Exceeding R1m

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

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

TransnetWide

Group Exco Member

Up to but not exceeding

RIO 000 per month

GCFO

Up to but not exceeding
R20000 per month

GCE

Exceeding R20000 per month

5.8.3 Entertainment Expenditure

5.8.4

Authority Level ODCE

Up to but not exceeding

R50000 per occasion

Group Executives

Up to but not exceeding

R50000 per occasion

GCE
Amounts exceeding R5OO00

per occasion

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

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

Operating

Divisions

Specialist
units

ODCE

Up to but not
exceeding
R50000

Group Exco

1 Members

Up to but not
exceeding
R50000

GCFO

Up to but no!

exceeding

R10OO00

GCFO

Up to but not
exceeding
R100000

GCE

Up to but not

exceeding R5m

GCE

Up to but not

exceeding R5m

SEHRCO

Up to but not

exceeding R10m

SEHRCO

Up to but not
exceeding R10m

Board

Exceeding R 10m

Board

Exceeding RIOm

5.8.5 Sponsorships and Donations

Approval
Authority —

Operating

Divisions

Approval

Authority - •

Specialist
Units

ODCE

Up to but not

exceeding R5m

Group Exco

Members

Up to but not
exceeding R2m

GCFO

Up to but not

exceeding R7m

GCFO

Up to but not
exceeding R7m

GCE

Up to but not
exceedinqRIOm

GCE

Up lo but not
exceeding R10m

SEHRCO

Up to but not

exceeding R20m

SEHRCO

Up to but not

exceeding R20m

Board

Exceeding R20m

Board

Exceeding R20m

Approval limits are cumulative per annum e.g. the OO CE can approve a tolal amount of R5m per annum for

sponsorships and donations.

5.8.6 Annual fil ing of tariffs with regulators

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

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

5.8.7 International Business Travel (excluding African countries)

Ddegafen of Authority Framewori; - effecfve 1 September 20<2 Page 27
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Below CE level at Operating Division*
CE of Operating Division
Corporate Centre
Specialist Units
Group Executives
GCE and Chairman

Approval Authority
GCE
GCE
GCE
GCE
GCE
User - Retrospective review by GCE or Chairman and vice versa.

5.8.8 Domestic Business Travel (including travel to African countries)

Chairman/GCE/Group Exco Members
CE of Specialist Unit
General Managers/Extended Exco
All other levels

Approval Authority
User

Group Exco member responsible
OD CE/OD CFOf'Gfoup Executives
Extended Exca

I , -- ] • - _. __ _ _ - _ . ^ ^ ^ ^ ^ ^ ^ ^ ^ - ^ —

Travel: All travel must be in line with the approved Travel Policy. Travel to African countries may only be approved at
Exco level and may not be sub-delegated.
Extended Exco members at an OD/SU unit may sub-delegate to the appropriate lower level.

5.8.9 Communication

External communication on strategy and
operations
Communication on operational issues relating
to an OD
Communication with the Shareholder Minister

Approval Authority
Company spokesperson/GM Communications or GCE

Group Exco Member responsible for OD

Office of the GCE or Chairman of the Board of Directors

5.8.10 Establishment of Special Purpose Vehicles (SPVs) and Trusts

Establishment of SPVs and Trusts
Approval Authority

GCE may approve after recommendation by the GCFO and GE: Group
Legal Services. The transaction to be reported to the Board Acquisitions
and Disposals Committee

5.8.11 Restructuring and sale of business

Restructuring or sale of business
Approval Authority

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

5.8.12 Pension Fund and Medical Fund Rule Amendments as recommended by the Board of Trustees of the Funds

Changes to the rules of the pension and
medical fund that do not impact the financial
position of the Fund
Rule amendments that impact the financial
position of the pension and medical fund

Approval Authority
Board

Ministerial approval from trie Department of Public Enterprises with the
concurrence of the Minister of Finance

Delegation cf Authority Framework- effectve I September 2012 Page 28
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5.8.13 Application for Environments! Authorisation

• All environmental impact assessment or basic assessment applications must be prepared by a competent
independent environmental assessment practitioner/consultant, unless exemption from this provision has been
obtained in writing by the Department of Environmental Affairs and under the supervision of the Environmental
Department in the OD/SU.

• The application for environmental authorisation must be signed as per the approval authority below.

Operating Division

Specialist Unit (Transnet Property)
Specialist Unit (Transnet Capita! Projects)

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

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

The applicant remains legally responsible for the compliance with tfie environmental authorisation throughout the
implementation of the authorisation.
Should an authorisation for new capital projects contain operational elements after formal handover of the project
by TCP, the DEA needs to be informed in writing of the change in names and acknowledgement from DEA be filed.
Should any of the above applicants leave Transnet. the DEA needs to be informed in writing of the new person
responsible for the implementation of the environmental authorisation.

Delegation ol flufronty Framework - efiecSve 1 September 2012 Page 25
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mime-

**?

Trans net

Stakeholders

Name Designation i Approval
I Signature

Date E-MaB Contact
Number

Compulsory Stakeholder Involvement

Risk
Management

Compliance

Legal Services

Eddie Lindeque GM: Group
I Risk
I Management

Indira Reddy 1 GM: Group
' Compliance

Ndiptifwe
Srlinga

| GM: Group
I Legal

Other Stakeholder Involvement

IT j Anoj Slrtgh Acting Chief
) I Information
1 I Officer

EddteJindequefirtransneLnet

IrHJira.reddy@trBnsnet.net

Oil 308-2472

Oil 308-3590

Ndiphiwe.5ilrnga@itransnet.net ' O i l 308-2350

Anoj.slnghCtransnet.net Oil 308-2253

Oataparty ft* 4ttf»wnr and Mwgement fbtqr
r- I .insner SOC Ltd,
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Transnet

Recommended by Policy Owner and Policy Sponfor:

I hereby acknowledge that a search has been cnTducted aid that the Policy is rot duplicated or In conflict with a-y other Transnet PoWes.

Designation

Shief Financial Officer

3itef Rnandal Officer

Approval
Signature

Date E-Mail

*np}.singri&transnctnet jotl M8-2253

Contact Number

Oi l 3O8-2253

Final Approval

EXCO

Name of Commttes

July 2012

Date Approved

L1-, <ln*ettht Month end Year the ft*y ney4|W*»**>

i ii"i ii
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Trutimt

2, MACKGROUND

Trnnsrwt SOC Ltd (Trartsnel"} has various contract'; with suppliers or nondr. and
services, customers and financial institutions as well as sponsorship agreements. These
contracts expose Transnet to the risk Ifwt the counterparty will not fulfil Us contractual
obligations.

The purpose of me Counterparty Risk Management Policy is in provide guidance tn
Transnet relating to the management of counterparty risks.

3. DEFINITIONS

Counterparty:
A legal or llnjinclal lerni thai means u parly lo a contract concluded by Transnet:.

Counterparty risk:

The risk that tnc counterparty will not fulfil Its contractual obligations.

Courtterpaity risk should be Identified and consfclcrnd when ncfjotlatlng a rontroct nnd
on a regular basis durlrxj Iho life time nt the. conlmct.

Counterparty rlik \s alsu deflneti d5 "defnult risk".

Contract:

An agreement with specific l<;rms heiweun Transnm iintl nne or more ncrnonn or entlller.
in which Ihorr* is a promise to do •"•nmethlng In return fnr n vnlunlilf* tirnrflr, Inrlndlng,
supplier, customer, sponcorehlp as well as fund/investment and rradlnn contract-;.

Customer:

A person or entity that iMjrchawi yowts or services (ruin Trflnsrmr.

EXCO:

Means [lie Transmit Gioup Executive Committee established lo take rcspondbllity for
tlie day to day execution of the strategy iinrt running nf Transnnt.

Operating Divisions (OOs):
Means all the Oporatlitg Dlvteloni of Tmnwict-

CotntewattyHUk NsnagemeM PaHcy

* Ttaninr-t "MC t li
Oof ]?

ua
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PFMA:

i- IHJIJIIC rinnnt-i' eni /»(.[ no i of

Supplier:

A party that supplies goods or srrvlctfs. in Iransm't In exchiinyc Tor consideration or
commercial benefit.

Transnet:

Means Transnet SOC Ltd inclusive of its Operating Divisions, with rpotomUon number
] 990/000900/30.

Transnet Contract Lifo Cyda Mnnagemerlt CCLM) system:

The SAP system Uiat onnblcs Me formulation, iipprov.il, Ltorafjn ."ind rnanayement of
cnfitracL documents.

This policy provides guidance regarding the counterparty risk management
materiality assessment consWerallons (Appondlx A) and the key considerations to
manage counter parties (Appendix B). This policy opp | | cs r o •"' Tfflnsnet flmtfoyees
wlin firn rusponsllile In cvalunrc nntl tnnnfigf? conlntcif,.

Appendix A and n Identify the countwniiity risfc (nanaQcn)ent consideiTitlons tfiiit
need to bo aligned lo tht' following policies, guidelines and fromcv;orks that govern
counterparty rl5k:

• • Triinsnet CrerJIt I'Ollcy

,, Standard Operallng Procedure: Credit An|)llcntlr>n, Cxlonslnn find Hevlow

>. Transnet Financial Risk Mnn«ycment framHWdrk

.. Tninsnel Procur wnnnt Policy

.. Transnet

Cuuntaptrty RnJi /'UnnQt-n>«iit AWey

7iif I?

i .

u
u
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1, POLICY SIATEMEr,

Transnet's policies must address, ;imonqst o thm, the following good contract
management principles:

• Consistency across Operating Divisions ("OD!;"} In Hie management of counterparty
risk exposures which are similar;

• Opportunities to Improve value For money dim itii increased likelihood Lhal Intended
benefits .ire realised; and

• Compliance with the PFMA requirement in sections 'JO ;ind 51.

Integrated Supply Chain Manatjpment and Group Commprdal to:

.1 Revise the existing policies nnd procedures indicated In thii scope m Include
Ihr consfdcratlon IdenHHed in rtppt-ndlx A nnd D, and

i Communicate the revised policies nnd praeofiurcr. to the Trfinsnet O
DMsions (ODs) through awareness training sessions.

Many factors that Impact un contracting iind counterparty risk management are OD
sptcKlc. This pollcv Is therefore to lie used 05 • liasls Tor the ODs to develop tnrir
own specific contracting ond counterparty risk mnnagement process and governnnne
mechanisms. Ttiese poHde.1 must be ap()rovwj by the OD Executive CommiUce,

Trte roles «ntJ respnnMbtlilk*s lo ImplfHimnt tin; pnllcy art; as Tnllowr.:

Re5|Minstble . Genpriil and Smlnr Mnnagers

Acnmniatili: : Group Executives ft Chief Executive Officers

Infurmtnl : All employees invnlvod In llm contnictinc) process

Policy Owner : Grnij|i Qilnf Hniindal Ofnn-r (GCFO)

CountapMr JfAA- Ntnagtment Aft>-

(0 Trarunct 50C Ltrt
u on?
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7. RELATED INFORMATION AND REFERENCE

The Transact Counterparty Risk Manqgement Policy must I K read In con)nnctlon wUh
olhor policies which Impact upon the management or contracts and financial risks.

Other policies Which arc closely related in iMn Counterparty R!*>k Maniiyemint Policy
include:

• Triinsuet Credit Policy

Tfitnvtol Financial HKk Maniigcnvnil Frjinifwnik

• rritnbnrt Procurement Policy

• Transnet Commerda! Contracting Guideline

• Delegation of Authority framework

The provision;, of the Transnet Counterparty Risk Management: Policy art! underscored
by (he principles identified in iho King I I I report on qnod corporate governance and the
provisions of the PFMA.

e. EXCLUSIONS

There are no exclusions to this Policy.

0, RCQUE5T TO DEVIATE (ROM POLICY

In cases wliere material and compelling circumstances merit deviation from particular
provlslon(s) of this policy, written submissions shall be sent to Group Chief Exccullvc,
who shall h.ive full nuthorlly to ijranr such rciiues:. In whole or in part, or to rcfuriO
same.

Deviations from the OD specllic iwllcy shall be submitted to the relevant OD Chief
Executive, who shall have full authority to grant such request, In whnlr or In iwrt, nr tn
jpfuse same.

Breaciws of this policy will bo seen In n very nertous light. Employeci who do not
conform to the Policy or Principles and standards may DP subject to dlsdpllnary action in
terms of the appilcaWc Transnet disciplinary processes and procedures.

Counterparty Risk Management /Wo-

•JOT Yi
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I I . APPENDIX A: :-!Al UUALTTY ASM x>M.,,-, i CONSIDERATIONS (ASSES5MEPJ1 Ui' IHIi DUAUui Hi!,;: Or THE CONTiiACI)

1. f:\tfiWtoli tho rotjl contract wlm: In l>JirxJ per .s i.:rv,.-:cL .' ;,K; supplier or customer tleljuft:;

2. Identify whether there tias been nerjaOve publicity or substantial rec«nt changes m the company structure. For example: Financial fmud In the countofpniiy's business or Its
holding or subsidiary company; poor financial results; recent cfianrjes In fho management team, board or ov/nersh!p of thft supplier / ajstorrwr

'i. DetefmlrH: Uin "Iwolth" of tlw liitJustrv in wriidt Hie supplier / cuMonwoperates by conflucMnr) a desk top rosonrch of retevnnt mcdlo

thH extent lo which Transnet Iratte or Iw i^ t furwls with ihf cnunif rivury which mny nxccnd 1 lit* risk iippcliti?

5, Identify If there has been deterioration of thn countnrpnrly"-: cr&JIt riskmtlng over the past (i to VI months. ConWkirthc catiaps of ih« ctov/nrnilrKj

6. Consider whether Lho fund Investment and trading counterpnity / aistomtr/ supplier have been ratal by .*i reputable rating iigoncy

ncial exposure NEK

Plnandal expr';ure risk Performance risk

J-•vestment risk

Zrecllt risk

Credit risk

A Consider whether the contract Involvua n monopolistic/ Bpudalisotl service and / or crlUciil components

n. Consider the contract revenue In rflallnn tn thn <;upplti?r"s flnnitni hjrnnvpr \mr their Anmwil nniincltil Sfnlpmtiits find assrvrc Ihc nhllliy nf llm supplier tn deliver Hie qoOds /
M! i vices

'J. Consider the jmlillcal / sovweign ribk of foreign bnsed countcrpdttles and Its Impact un the counterparty's ability tn fulfil Its obligations

10. Consider the geooraphcfW location of forarjn based customers / suppliers and the vulnerability of Hint country to extreme vwnlher conditions, natural dlsnslers a
Incidents

11. Consider the regulatory and compliance risks that could Impact (he counteqwity's ability lo deliver roqiitri.tl scrviCRS lo

Dependency risk PerformfincE risk

Pc rormunco risk

Financial expe-ure risk Performance risk

Geographic^ risk Performanre risk

Lcqal, rngulnnry mid compliance risk

Cou

M.1 iranwHrt !iCK-lW
lUnTI?
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12. APPENDIX Ds KEY CONSIDERATIONS TO MANAGE COUNTER PARTIES

^ l SMt^mcntE for Inf- (Wst 3 y*Kir

V

2. Determine and analyse key financial ratios. For example: NPAT margin; CDIT Margin; Current Ralfo; Turnover/Contract Value; Interest cover; Gearing; nrt.incl.il performance
of supplier relative to peers; elc.

.1. Perform n>edla soardics of maiar counterparties [o Identify any key risks that have not been disclosed upfront. For example: Poor financial results which Impacts the going
toficem of ihu customer / supplier

-w jnalyst ruports find gjiujt! overall m/iikut wrttinwnt of mnjor cnunteirxirtim

b. Monitor customer flrwinclfil sustiilnablllty where conrcntratfon rl^k 1̂  .inplrrablo. r-or example: rinflndal statement rnvlms, sector nerformnncp .innlysk, Intrst ortl l l ' rnllrvj.
We.

Flnnr-lnl exposura risk

Flnnr-ml exposure risk

ial exposure rlrJc

ial WOXHUTP rWt

G. Monitor it any debt covenant1! have heen Ijreached / iirHdcrtr* io hreacti / rB-armnoemcnts of (lobli

7. Review geographical, political and economic risks bawd on the location of Inn •;ur>P'te'7ai';rnfnrr

H. Cerlorm ,\ review of tlie security / collateral for credit ailtrjmerc Iliroufjh:

• RuutewliHj [kfiunl Lumpdiiy tjuaidiilw.1^ (if dp^lcdWe)
Ensuring that credit letters OIKJ credit guarantee, -ire In ptjee wlmn 1/ixJlng with nihcr counrncs

• Monitoring customers that trade ngnlnsc deposits (l.n. monttrxlng consumption of deposit)
• Performance bonds for suppliers of capital projects

liquidity risk
•Trcdlt risk

Investment risk
Poliocal geographlcil rtsk

PecrK-mancorlsk

Per irmnncfi risk

9. consider the impact where the terms of ttie contract and / or service level agreement wore renegotiated as n result of chnnges In the business oT tnc supplier / Transnct Perf irrnancp. risk

to. Assess the quoitty find availability o' niternate suppliers Performance nk Concnntratlon risk

1. Monitor irte tost of procurernffnt ant) lend time of m»w suppllun; Perf, infifincB risk
: ?gal_rfsk

2, Monitor the track record of Iho suppllur teriardiiiy l lu: mneiliitj of commit nienln toother huslnessi's. Obtain and dicck rcfemrtcpi

13, Review the sunplkrr's huslness resumpllon rind contlnqencv plHnnlmi n i m-ll HS tlir.1 iwjiilar lesllnq thereof. For cfample: OitlsoarcccJ IT Systems, IwUrflncj / prorwrLy fnclllly
management, etc.

Pcrt'.rrnance risk

Pnrfrrmancu risk
Rrtanctil expo*ajrf» risk

\ii Transit SOC Ltd

0058-0373-0001-0403
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J-l. '{'^utarly ov < /, ;)f-i!ormanre of IIH; supplier / cnunter;v
service, achievement • malntena

25, Assess availability of alternate flnanca rnuntnrpnitlos tn cniurc tvcp; at tinaflnrifl

develop •iiriBMi'irtffftKto

10. Review counierrxvty doaltng limits fwr investment category wjamst prnwt ilmlis and in ' • H I ] .)<

17. Determine limits lor unrnted ODunterperties iwsed on prttletwnilrwd crltertii

irJoni

18. Review exposure to counterparties to detemilire whether TriinHint In nxpowxl to counterparty rick beyond trip prpfjptnrmlnod rlik appctltG/HnilK orTrnnsncl

19. Monitor that credit checks, payment history reviews, overdue debt analysis reviews am performed

20. Rc-assess credit terms on predetermined basis linked to payment history of customer

21. Review latest credit ratings of the counterparty ( Tor example: Treasury: frnm .ill tlirpp intern.ition.illy rccoqnlsrd credit mtlnq ciocndcs; Supf^lcrs nnd Customors: Otinn &
Uradstreet Reports)

2. Review licensing or rtjgtstranons m ensure itiu supplfrr t«in lmj;iHy peifofiii Its service:;. For example:
• company Hegtstratkin documents

1 - SARS Certificate of Good Tax Standing / Tox Clearance Certificate / Worker Compensation: DoL CerlrflGHf! >:( Good Slitndinrj
• VAT Reqlstratlnn
• Lla.Tict?s or rtutltomifllioii to opefatt'. For example Mineral and water Hcrncra

forma nee risk
C -mpHancc risk

icjuldlty risk
Credit risk

Concentration / llqu-Jfty risk Hnanctel orpown? rhk

jquWltV risk
JTnan

Tredit risk

Hrtan -:n! extwsurc risk

Credit risk

r;rwJlt risk

Credit: risk
Pnr (ornwnce rfsk

, regulatury anci compllnnct! rfsk
Per forma nee rhk

Camtefp*tfy Risk Noiiattcntft>t ftoMcy

if) I [dinner K)C I 111
l.'«U VI
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EXHIBIT7

TRANSNET

T
ANNEXURE"A"

TRANSNET DELEGATION OF AUTHORITY

FRAMEWORK

(EFFECTIVE FROM 1 JUNE 2013)

APPROVED BY THE TRANSNET BOARD OF

DIRECTORS ON 29 MAY 2013
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1 Interpretation and Definitions

Tne following words and expressions bear the following meanings, unless the context indicates otherwise:-

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

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

1.3 "CAPIC" means the Capital Investment Committee, a committee of the Group Executive Committee which
has been established to make decisions regarding capital expenditure;

1.4 "CE" means Chief Executive of an Operating Division,

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

1.6 "Company" means Transnet SOC Ltd including its Operating Divisions and Specialist Units, with registration
--^ number 1990/0OO900/30 and "Transnet" shall have a corresponding meaning;

1.7 "Company Strategy" means the strategy for the Company as approved from time to time by the Board

1.8 "Consultant" means a person, or partners in a firm, or a company or a close corporation who can provide
expert or specialised advisory skills, but excludes anyone who also cames out (he physical work or provides
the end product for Transnet based on his own professional or expert advice. Such consultancy service
normally pertains to a specific project and therefore non-repetitive in nature and confined to design work,
investigation, or advice on management, financial, business or technical matters,

In short, a consultant does not supply the ultimate end product, bu! merely gives a recommendation, based
on his expertise, of the best solution to a specific problem. That proposed solution, if acceptable to Transnet,
still has to be acquired, buifl or erected by another party and may or may not be connected with the
consultant Excludes any professional services procurement package included in the approved asset
procurement package plan for and approved physical asset project.

1.9 "Delegation of Authority Framework " means this document, recording the nature and extent of authorities
required in order to implement certain actions by or on behalf of the company, including any sub-delegation
of authority where permitted and "Delegation" shall have a corresponding meaning.

1.10 "FRMF" mean Financial Risk Management Framework

1.11 "GCE" means Transnet Chief Executive of the Company;

k 1.12 "GCFO" means Transnet Chief Financial Officer;

^ 1.13 "GCSCO" means Transnet Chief Supply Chain Officer;

1.14 "Group Executive Committee" or "Group Exco" means the executive committee established to take
responsibility for the day to day execution of strategy and running of the Company.

1.15 "Group Executive or Group Executive nominee" refers to the Group Executive responsible for the
supporting business or his/her nominee;

1.16 "International agreements" means agreements entered into with entities incorporated in foreign
jurisdictions or which are required to be construed in accordance with the laws of a foreign jurisdiction
including the neighbouring countries;

1.17 "Memorandum of Incorporation" or "MOI" means the constitutive documents of the Company, as
amended;

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

1.19 Operating Divisions means the Operating Divisions of Transnet, namely, Transnet Freight Rail, Transnet
Engineering, Transnet National Ports Authority, Transnet Port Terminals and Transnet Pipelines;

Oetegation of Authority Framework - effective 1 June2O53 Page 3

0058-0373-0001-0407

TRANSNET-REF-BUNDLE-02835



948

1.20 "PFMA" Ti=ns tho Public Financial Maiiayin.cnl Act t of l&ba (as amended), read together wth its
regulations' including Treasury Regulations;

1.21 "Prescribed Officer" means a person who, within a company, performs any function that has been
designated by the Minister of Trade and Industry in terms of section 66(1), read with Regulation 38.

1.22 "Shareholder" means the Government of the Republic of South Africa represented by the Shareholder
Minister,

1.23 ""Shareholder Minister" means the Minister of Public Enterprises as defined in the MOI;

1.24 "Shareholder's Compact" means the shareholder's compact being an agreement entered into pursuant to
section 52 of the PFMA between the Shareholder representative and the Board from time to time,

1.25 "Specialist Unit" mean all business units of Transnet which have been deemed 'supporting businesses' in
terms of the Company Strategy, these include Transnet Property, Transnel Foundation, Transnet Capital

x Projects and Transnet Corporate Centre. Where a Specialist Unrt C£ is not a member of Ihe Group Exco, the
i Group Exco member responsible for such Specialist Unit shall sub-deiegate powers to the Specialist Unit's
" CE;

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

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

1.28 "Treasury Regulations" means the regulations issued in terms of section 76 of the PFMA, amended from
time to time;

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

1.30 "VAT" means Value Added Tax. All amounts indicated in the document are exclusive of VAT.

Delegation of Authority Framewxfc - effective I June2013 Page4
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Scope

This Delegation of Authority Framework records the nature and extent of the authorities delegated by the GCE to
certain employees and members of the Group Exco and other authorities delegated in order to implement certain
actions by or on behalf of the Company. It includes, to the extent necessary and or incidental thereto, the authonty to
discharge all of the duties, obligations and powers imposed upon the deemed Authority under the National Ports Act 12
of 2005.

Application

3.1 This Delegation of Authonty Framework applies to all employees of the Company, including its Operating
Divisions and Specialist Units. It does not apply to any of the Company's subsidiaries. The respective Boards
of Directors of the Company will prepare the requisite delegations of authority for those subsidiaries.

3.2 The persons set out in clause 5 beloiv are granted the power and /or authority to perform their functions and
responsibilities subject to the limits of authority outlined in clause 5 below, provided that the exercise of such
power and/or authority in terms of this delegation is not in conflict with the following:

PFMA;
603rd Reserved Matters;
Memorandum of Incorporation;
Company Strategy;
Shareholders Compact;
Ihe Corporate Plan, Annual Budget and Borrowing Strategy and/or Funding Plan of the Company
as approved by the Board from time to time;
Enterprise Risk Management Framework; and
Any approvals by the Board and the Minister of Finance for the delegation of the power to borrow
money or issue a guarantee, indemnity or security, or enter into any other transaction that binds or
may bind the Company to any future financial commitment in terms of section 66 of the PFMA,

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

3.4 Any proposal for amendments to this Delegation or to the authorities or the authorities delegated in this
Delegation must be submitted in writing to the Transnet Company Secretary for consideration and approval
by the Board of Directors.

4 Delegating Powers

4.1 A person authorised to exercise any of the authorities set out in clause 5 below ("original bearer of authority") may, in
writing, sub-delegate to his/her subordinate ("designate") during his her temporary absence or for an indefinite period,
provided;

4.1.1 the authority is conferred by way of a certificate signed by the original bearer of authority, naming and identifying the
designate, and the extent of the authority which is sub-delegated to the designate;

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

4.1.3 the sub-delegated authority may be revoked al any time by the original bearer of authority.

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

4.3 With respect to all matters and authorities specifically listed in clause 5 below, the delegated authority by the GCE to
bind the Company is in regard to any business activity or transaction (or a series of related transactions) and is subject
to the value in the aggregate of ad payments or any consideration made or to be made for any such business activity or
transaction(s) being complied with.

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

Delegation of Authority Framewort - effective 1 June 2013 Page 5
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5 Company Authorities

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

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

The authority to approve the Annual Corporate Plan and Budget of the Company vests with the Board of Directors.
provided thai It must be submitted to the Shareholder in terms of Section 52 of [he PFMA.

5,1 Capital Expenditure

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

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

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

Approval
Authority —

Operating
Divisions

Approval
Authority —

Specialist
Unils

OD
Exco/CE
excluding

TFR
Up to but
rot
exceeding
R200m

TFR
Exco/CE

Up to but
not
exceeding
FWOOm

Group Exco Member

Up to but not exceeding
R20m

Transnet
CAPIC/GCFO

Up to but not
exceeding
R800m

Transnet
CAPIC/GCFO

Up to but no!
exceeding
R800m

Group
Exco/GCE

Up to but
not
exceeding
R1G00m

Group
Exco /GCE

Up to but
nol
exceeding
R 1000m

Board
Acquisitions and

Disposals
Committee

Up lo but nol
exceeding
R2000m

Board
Acquisitions and

Disposals
Committee

Up lo but nol
exceeding
R2000m

Board

Up to bul nol
exceeding
R3900m

Board

Up !o bul no!
exceeding
R3900m

Shareholder
Minister

Exceeding
R39OOm

Shareholder
Minister

Exceeding
R39OOm

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

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

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

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

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

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

Delegation cl Authority Framewort - effective 1 June 2013 PageG
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51.2 Unforeseen CAPEX (not Included in budget/Corp orate Plan)

Approval
Authority —

Operating
Divisions

Approval
Authority —

Specialist Units

OD Exco/CE
excluding

TFR

Up to but not
exceeding
R50m

TFR
Exco/CE

Up to but
no!
exceeding
R75m

Group Exec Member

Up !o but not exceeding
R20m

Transnet
CAPIC/GCFO

Up to but no!
exceeding
R400m

Transnet
CAPIC/GCFO

Up to but not
exceeding
R400m

Group
Exco/GCE

Up to but not
exceeding
R500m

Group
Exco/GCE

Up lo but not
exceeding
R500m

Board
Acquisitions and

Disposals
Committee

Up to but not
exceeding
RiOOOm

Board
Acquisitions and

Disposals
Committee

Up to but not
exceeding
R 1000m

Board

Up to but
not
exceeding
R39OOm

Board

Up to but
nol
exceeding
R3900m

Shareholder
Minister

Exceeding
R39O0m

Shareholder
Minister

Exceeding
R39O0m

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

• All unforeseen Capex approved by Operating Divisions/Specialist Units within their delegated authority, must
be reported on a quarterly basis to Group Financial Planning.

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

Managemenl Services
• Approval limits are per project at Operating Divisional level subject to an aggregate divisional limit of R200m

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

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

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

5.1 3 Increase in Estimated Total Cost (ETC) of Existing/Approved Projects

Approval Authority

Operating Divisions

Approval
Authority —•

Specialist Units

OD Exco/CE
excluding TFR

ETC may be
increased lo a
maximum o(
R200m,
increases
beyond this
amours! may
only be
approved at
Transnet Level

TFR Exco/CE

ETC may be
increased to a
maximum of
R400m.
increases
beyond this
amount may
only be
approved at
Transnet Level

Group Exco Member

ETC may be increased to a
maximum of R20m. increases
beyond this amount may onty be
approved at Transnet Level

Transnet
CAPIC/GCFO

Up to but not
exceeding
RSOOm

Transnet
CAPIC/GCFO

Up to but not
exceeding
RflOOm

Group Exco/
GCE

Up to but not
exceeding
RiOOOm

Group Exco/
GCE

Up to but not
exceeding
RiOOOm

Board
Acquisitions

and Disposals
Committee

Up to but not
exceeding
R 1400m

Board
Acquisitions

and Disposals
Committee

Up to but not
exceeding
R 1400m

Board

Exceeding
R 1400m '

Board

Exceeding
R1400m

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

Qefegabon or Authority Frameivort-eflect/ve 1 June 2013 Page 7
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• fifl my p'cvfrts requiring Trsnsr.el approval mubl be signed on oy trie Head: Information Management
Services.

• All cost inaeases in excess of 25% of the approved budget for a project must be reported to Transnet
CAPIC/GCFO.

• Amounts indicated above exclude the capitalisation of borrowing costs. Increases in ETC of a project solely
due to the capitalisation of borrowing costs may be approved by the OD Exco'CE. Project costs and
capitalisation of borrowing costs are to be managed separately and may nof be expended on projects
interchangeably.

5.1.3-1 Any increase in excess of the annual approved capital investment budget must be submitted to Transnet CAPIC/GCFO
for approval.

5.1.4 Asset Write-off/Scrapping: Movable Assets

Approval
Authority —

Operating
Divisions

Approval
Authority —

Specialist
Units

OD Exco/CE
excluding TFR

Up to but not
exceeding

RiOm

TFR
Exco/CE

Up to but nol
exceeding

R50m

Group Exco Member

Up to but nol exceeding R5m

Transnel
Capic/GCFO

Up to but nol
exceeding

RIOOm

Transnet
Capic/GCFO

Up to but nol
exceeding

RtOOm

Group
Exco/GCE

Up to but nol
exceeding

R250m

Group Exco/
GCE

Up to but not
exceeding

R250m

Board
Acquisitions

and Disposals
Committee

Up to but nol
exceeding

R700m
Board

Acquisitions
and Disposals

Committee
Up to but not
exceeding

R700m

Board

Exceeding
R700m

Board

Exceeding
R700m

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

• The above amounts refer to net book value and are a cumulative annual limit Write-offs above RiOm and
above R50m in the case of TFR must be reported to Transnet CAPIC/GCFO quarterly.

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

5.1.5 Asset write-off/Scrapping/Demolition of Immovable Assets (excluding land) e.g. buildings, structures

Approval
Authority —

Operating
Divisions

Approval
Authority —

Specialist
Units

OD Exco/CE
excluding TFR

Up to but not
exceeding

R10m

TFR
Exco/CE

Up to bu! nol
exceeding

R50m

Group Exco Member

Up to but nol exceeding R5m

Transnet
Capic/GCFO

Up to but not
exceeding

R150m

Transnet
Capic/GCFO

Up to but not
exceeding

R100m

Group Exco/
GCE

Up to but nol
exceeding

R250m

Group
Exco/GCE

Up to but nol
exceeding

R25flm

Board
Acquisitions

and Disposals
Committee

Up to but nol
exceeding

R300m

Board
Acquisitions

and Disposals
Committee
Up to but not

exceeding
R300m

Board"

Exceeding
R300m

Board'

Exceeding
R300m

'Refer to Materiality and Significance Framework. If the set limit (currently R39O0m) is exceeded then the Board to
consider and recommend to Shareholder Minister for approval.

• The above amounts refer to an estimated market value at thai point in time and are a cumulative annual limit.
• Divisional investment committees are to monitor the limits pertaining to the respective OD and to escalate

submissions to Transnet if the respective OD limits are reached.
• Write-offs below RiOm and below R50m in the case of TFR must be reported to Transnet CAPIC/GCFO

quarterly.
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5.1.6 Disposal of Movable Assets (excluding sale of scrap)

Approval
Authority - *

Operating
Divisions

Approval
Authority -»

Specialist
Units

OD Exco/CE'

Up to but no!
exceeding R50m

Group Exco
Member

Up lo but not
exceeding R5m

Trartsnet
Capic/GCFO

Up to but not
exceeding R 100m

Transnet
Capic/GCFO

Up to but not
exceeding RIDOm

Group Exco/GCE

Up to but not
exceeding R250m

Group Exco/GCE

Up to bul not
exceeding R250m

Board Acquisitions
and Disposals

Committee

Up to but not
exceeding R700m

Board Acquisitions
and Disposals

Committee

Up to but not
exceeding R?00m

Board?

Exceeding
R700m

BoardS

Exceeding
R700m

'The above amounts refer to an estimated market value and are subject to a cumulative annual limit of R200m. For

sale of scrap please refer to 5.5.1.

• Divisional investment committees are lo monitor the limits pertaining to their OD and to escalate submissions

to Transnet once the respective OD limits are reached.

• SRefer to Materiality and Significance Framework. If the set limit {currently R3900m) is exceeded then the

Board to consider and recommend to Shareholder Minister for approval.

5.1.7 Management's intervention in addressing non-compliance with regard to the approval of capital projects

Approval Authori ty- '
Operating Divisions
Approval Authority —
Specialist Units

ODCE
Nil

Group Exco Member
Nil

GCFO
Nil

GCFO
Nil

GCE
Unlimited

GCE
Unlimited

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

• If Ihe approval of non-compliance results in the annual divisional budget being exceeded, then the request

must be submitted to Transnet CAPIC for approval (refer to 5.1.3.1).

5.1.8 Alienation/acquisition of Immovable property (land and servitudes)

Approval
Authority —

Operating
Divisions

Approval
Authority —

Specialisl
Units

OD Exco/CE
excluding TFR

Up to bul nol
exceeding R10m

TFR
Exco/CE

Up io but nol
exceeding

R50m

Group Exco Member

Up to but not exceeding Rim

Transnet
CapidGCFO

Up 10 bul nol
exceeding

R200m

Transnet
Capic/GCFO

Up lo bul nol
exceeding

R200m

Group
Exco/GCE

Up to but not
exceedim

R350m"

Group
Exco/GCE

Up to but not
exceeding

R350m

Board
Acquisitions and

Disposals
Committee

Up lo but nol
exceeding R500m

Board
Acquisitions and

Disposals
Committee

Up to but not
exceeding R500m

Board*

Exceeding
R500m

Board*

Exceeding
R500m

'Refer lo Materiality and Significance Framework. If the set Emit (R3 900m) is exceeded then the Board to consider and
recommend to Shareholder Minister for approval.

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

• All transactions entered into in terms of the above must be reported to Transnet CAPIC/GCFO

• Only immovable property on the non-core list, may be disposed of {refer to 5.1.8.1), such disposal may only

be done through the Specialist Unit, Transnet Property.

• Amounts indicated above exclude the capitalisation of borrowing costs.
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5 18 1 Nev/Iy identified properties to be included on the non-core list (Book value of individual properties)

GE:Transnet Property

Up to but not exceeding
R50m

GCFO

Up to but not
exceeding RIOOm*

GCE

Up to but not
exceeding R200m

Board Acquisitions and
Disposals Committee

Up to but not exceeding
R300m

Board

Exceeding R300m

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

5.2 Treasury

Treasury Policies and Strategies

Approval Authority ~>

Financial Risk
Management Framework

Group
Treasurer

Recommend

GCFO

Recommend

GCE

Recommend

Audit
Committee

Recommend

Board

Approve

NOTE 1: In respect of ail transactions set out in paragraphs 5,2.1 to and including 5.2.10, Die necessary legal
advice must be obtained where applicable and persons executing such transactions must comply fully
with the applicable Enterprise Risk Management Framework and any revised limits determined in terms
of such framework and the provisions of the PFMA and. when in doubt, persons must consult the
Treasury Compliance Officers and Transnet Finance or Transnet Legal Services.

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

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

Approval Authority —•

Operating Divisions

Specialist Units

Deputy Treasurer:
Back Office

Up to but not
exceedinq R5m

Up to but not
exceeding R2m

Group Treasurer

Up to bul not exceeding
R10m

Up to but not exceeding
R10m

GCFO

Up to but no!
exceedinq R20m

Up to but not
exceeding R20m

GCE

Exceeding R20m

Exceeding R20m

All breaches of the above limits to be reported to the Audit Committee.
External debt write-off on financial instruments due to counter-party liquidation may only be approved by the GCE

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

Approval
Authority —*

Group

Traders and
Chief Trader

Up to but not
exceeding R1m

Deputy
Treasurer: Front

Office
Up to but not
exceeding R1.5m

Group Treasurer

Up to but not
exceeding R2.5m

GCFO

Up to bul not
exceeding
R5m

GCE

Exceeding R5m

All breaches of the above limits lo be reported to the Audit Committee
Note: The above limits are aggregate desk limits

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

Approval
Authority

Group

Duration
Limit

Traders and
Senior Traders

Up to but not
exceeding R250m

2 weeks

Chief Trader

Up to but not
exceeding R500m

3 weeks

Deputy
Treasurer: Front

Office
Up to but not
exceeding R75Om

1 month

Group Treasurer

Up to but not
exceeding R1 000m

1 month

GCFO

Exceeding R1
000m

> 1 month
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5.2.4

5.2,5

5.2 7

£!l breaches oftV? above li-nlts (2~.ojnl or tenure) lobe reported lot™ Audit Committee.
Approval limits are per iransaclion/evenL

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

Approval
Authority

Group

Traders

Up to but not
exceeding an
aggregate
equivalent of
S20m per day
(desk total)

Chief Trader

Up to but not
exceeding an
aggregate
equivalent of
S40m per day
(desk total)

Deputy
Treasurer:

Front Office
Up to but not
exceeding an
aggregate
equivalent of
5100m per day
(desk total)

Group Treasurer

Up to but not
exceeding an
aggregate of S250m
per day (desk total)

GCFO

Exceeding a daily
equivalent of S250m
(desk total)

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

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

Approval
Authority —>

Group

Tenure

Deputy Treasurer
Middle Office

Submissions not
exceeding S10m

Not exceeding 18
Months

Group Treasurer

Submissions not exceeding
S100m

Not exceeding 3 years

GCFO

Submissions exceeding S100m

Exceeding 3 years

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

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

Approval
Authority

Group

Traders

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

Chief Trader

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

Deputy Treasurer;
Front Office

Not exceeding an
aggregate equivalent
of$100mperday
(desk total)

Group Treasurer

Exceeding an aggregate
of$100mperday{desk
total)

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

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

Approval
Authority -+

Group

Traders

Not exceeding
510m

Chief Trader

Not exceeding
$25m

Deputy Treasurer:
Front Office

Not exceeding
550m

Group Treasurer

Exceeding S50m

All breaches of the above limits to be reported to the Audit Committee for noting.
The above limits are applicable per agreement
Note: The Business Units must always obtain quotes on FX forward rates and liaise with the Treasury Trading desk
that will verify the rates to ensure it is market related. The Business Units can only enler into the FX hedges with the
supplier once the rates are accepted by the Treasury Trading desk via e mail. Once the above approvals are obtained,
the Treasury Traders will provide sign off on the rate acceptance.
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5.? 8 Interest Rate Risk Hedging

Approval
Authority ->

Group

Tenure

Notional Amounts

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

Group Treasurer

Up to but not exceeding
SiOOm
Up to but not exceeding R1
000m

Not exceeding 5 years

GCFO

Exceeding $100m

Exceeding R 1000m

Exceeding 5 years

All breaches of Ihe above limits to be reported to the Audit Committee.
Note; Where no specific limit is mentioned, the FRMF policy on interest rale risk will apply.
The above limits are applicable per hedging submission.

5.2.9 Hedging of fuel risk exposures (commodity risk)

Approval
Authority -»
Tenure
Notional hedge
expressed in RAND

Group Treasurer

Not exceeding 6 months

Not exceeding R250m

GCFO

Not Exceedinq 18 months

Exceeding R250m

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

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

Approval
Authority ->

Operating Division

Subsidiary

Deputy Treasurer:
Front Office

Up to but not
exceeding R750m
Up to but not
exceeding RIOm

Group Treasurer

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

GCFO

Exceeding RIODOm

Exceeding R25m

These above limits are cumulative per financial year.

5.2 11 Letters of Credit

Approval
Authority ->

Transnet

Deputy Treasurer:
Front Office
Up lo but not

exceeding R100m

Group Treasurer

Up to bul not
exceeding R200m

GCFO

Up to but no!
exceeding R30Om

GCE

Exceeding R300m

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

Funding Portfolio

NOTE1: Only derivatives approved in terms of the applicable Financial Risk Managemenl Framework and
subject to such limits determined in accordance with such framework may be utilised to hedge any risks.

NOTE 2: The total nominal funding amount per financial year in respect of Bonds and any other funding
Iransactions shall be as determined per Board approved Board amended Funding/Borrowing Plan.

NOTE 3: A. Signatories mean, subject to such approvals by the Board and the Minister of Finance in terms of
section 66 of Ihe PFMA as may be applicable, the Group Treasurer and any other officer so designated
in writing by the GCFO,

B. Signatories mean, subject to such approvals by the Board and the Minister of Finance in terms of
section 66 of the PFMA as may be applicable, persons so designated in writing by the Group Treasurer.
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5-2-12 Loan/Funding documentation approvals per instrument per financial year

Approval Authority —<•
Tapping of bonds

Bsnk Loans (including
overnight facilities}
Commercial Paper

ECA supported funding

New bond issues (in approved
funding plan)
Development funding

Foreign funding
Any other source of funding not
stipulated above

Group Treasurer

Up to but not
exceeding R1bn

Up to but not
exceeding R250m
-

Up to but not
exceeding R250m
-
-

GCFO
Not exceeding R5bn
(Electronic signatures are
utilised on pricing
supplements as per standing
approval)
Up to but not exceeding
R2.5bn
Not exceeding R5bn
(Electronic signatures are
utilised on pricing
supplements as per standing
approval)
Up to but not exceeding R1bn

Up to but not exceeding R1bn

Up to but not exceeding R1bn

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

GCE
Exceeding R5bn
(Electronic signatures are
utilised on pricing
supplements as per
standinq approval)
Exceeding R2.5bn

Exceeding R5bn
(Electronic signatures are
utilised on pricing
supplements as per
standing approval)

Exceeding R1bn

Exceeding R1bn

Exceeding Ribn

Exceeding Ribn
Exceeding R1bn

The above is further subjected lo the following annual aggregate Dmit

R1.5bn R10bn
Limited to the annual
Board approved
borrowing plan'

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

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

ratified by Board.

5.2.13 Signing of legally binding agreements in respect of Treasury related activities
(Including ISDA, ISMA agreements and Bank facilities)

Only the GCE and or the GCFO have authority to sign. The Group Treasurer may sign with a specified delegation of
authority.

5.2.14 Counterparty Limits: Setting of Limits

Approval Level

Group Treasurer

Price Risk Limits < R25m^

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

Recommendation of limits
where Transnet is exposed to

GCFO

Price Risk Limits <
R250m3

Approval of Bond Issue and
Bond Issuer Limits
Approval of Settlement
Limits'
Approval of limits where
Transnet is exposed to

GCE

Price Risk Limits <
R500 m3

Board Audit Committee
Counter Party Risk
Limits1
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result of advance payment
guarantees, performance
bonds, retention bonds etc.
issued under supplier
agreement/contracts3

result of advance payment
guarantees, performance
bonds, retention bonds etc.
issued under supplier
agreement/contracts3

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

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

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

Note3: In respect of counterparties not approved by Audit Committee

5.2.15 Appointment of Commercial Bankers and (he Opening of Bank Accounts

All ODSU

Process to follow

Group Treasurer

Recommendation to open bank accounts
and the appointment of bankers.

GCFO
Approval of new bank accounts and the
appointment of bankers and the approval of ail
documentation relating to such accounts
including electronic banking documentation.

There is no delegation to any OO/SU to appoint commercial bankers or to open bank
accounts, domestically or internationally; only the GCFO may make such appointments.

5.2.tG Establishing financial policy with regard to insurance

Authority Level GCFO after consulting with Chief Risk Officer. (Insurance
role moved lo Group Treasury according to the PWC
Benchmarking Exercise Report.)

Board Risk Committee to approve.

5.2.17 Authorisation of cheque signatories, Test keys and EFT's

Signing Cheques
Signing Test keys for paying/receiving
Electronic transfer of funds

Two A signatories or one A and one 8 signatory
Two A signatories or one A and one B signaiory
Two A signatories or one A and one B signatory

5.2.1B Payment instructions and confirmation notes

Signing payment instructions/ receipts/settlement
instructions:
Signing confirmation notes in respect of approved
financial transactions executed:

Two A signatories or one A and one B signatory

One A signatory

5.2.19 Approval of Annual Borrowing Plan

Group
Board

Approve the annual borrowing plan for execution by Treasury
Annual borrowing plan to be recommended by the Group Treasurer, GCFO and the Audit Committee for approval by
the Board.

5.2.20 Authorisation to enter into binding transactions

Group

Group Treasurer
Authorise Treasury employees to enter into binding financial
transactions on behalf of the Transnet
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5 2 ?1 Issuing of Guarantees (subject to requirements of section 66 of the PFMA)

Transnet

Group Treasurer
Up lo but not exceeding
R25m •

GCFO
Up to but not exceeding
R200m

GCE
Up to but not
exceeding R500m

Board

Exceeding R500m

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

5.2.22 Issuing Letters of Support

Group
Board

Only the Board of Directors has authority to issue letters of support

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

Group

Group Treasurer
Up to but not
exceeding R250m

GCFO
Up to but not exceeding
RSOOm

GCE
Up to but not
exceeding R1 OOOm

Board
Exceeding R1 OOOm

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

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

Notional Value

Issuer Acceptance

ODCFO
Up to but not exceeding

R25m

Treasury
Up lo but not exceeding

R75m
All issuers

Group CFO
Exceeding R75m

All issuers
The limits are cumulative per annum
The OD CFO is required to obtain legal acceptance from the Divisional Legal Department and or Group

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

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

contained in the FRMF
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5.3.1 Bad Debt Write-off

Trade Debtors

960

Approval
Authority-.
Operating
Divisions

Approval
Authority —•

Specialist
Units

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

TFR Exco/CE

Up to but not
exceeding
R20m

Group Exco Member

Up to but not exceeding
R5m

GCFO

Up to but not
exceeding
RIOOm

Transnet
Capic/GCFO
Up to but not
exceeding
R100m

Group Exco/
GCE

Up to but not
exceeding
R250m
Group Exco/

GCE
Up to but not
exceeding
R250m

Audit
Committee

Up to but not
exceeding
R500m
Board Audit
Committee

Up to but not
exceeding
R500m

Board

Exceeding
R500m

Board*

Exceeding
R500m

'Approval limits are R10m andR20m for TFR per transaction subject to an annual cumulative limit of R50m and RIOOm
for TFR. Specialist unit limit is R5m cumulative per annum.

5.3.2 Setting of limits for credit facilities (Trade debtors)

Approval
Authority ->

Operating
Divisions

Specialist
Units

Divisional
CFO

excluding
TFR

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

OD
Exco/CE'
excluding

TFR
Up to but not
exceeding
R20m
Up to but not
exceeding
R10m

TFR CFO

Up to but not
exceeding
RIOOm

n/a

TFRCE

Up to but not
exceeding
R150m

n/a

GCFO

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

GCE

Exceeding
R300m

Exceeding
R300m

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

5.3.3 Issuing of Credit notes

Approval
Authority —
Operating
Divisions
Specialist
Units

Divisional CFO

Up to but not
exceeding R10m

Up to but not
exceeding R5m

OD Exco'

Up to but not
exceeding R20m

Up to but not
exceeding RIOm

GCFO

Up to but not exceeding
R300m

Up to but not exceeding
R300m

GCE

Exceeding R300m

Exceeding R300m

Limits are per individual credit note and relates to external parties. Issuing of credil notes regarding intemal/interdivisional
transactions must be within the control of the divisional CFOs.
' Excludes the product reconaliation process at Transnet Pipelines where the Divisional CFO and Divisional COO
approve transactions arising out of the product reconciliation process.
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5.3.4 Exceeding the operational expenditure budge! in total for the year (Operating QivisionsJSpeciaJist Units)

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

Approval Authority —•

Operating Divisions

Specialist Units

ODCE*

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

GCFO

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

GCE

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

Board

>10%

>10%

' To be reported quarterly to the GCFO and GCE together with mitigating action plans to ensure that key financial metrics
are maintained or met.

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

5.4 Procurement

All procurement transactions (including reverse logistics - selling of goods) must fully comply with the approved Transnet
Supply Chain Policy and Procurement Procedures Manual (PPM), as well as the Transnet Capital Projects Construction
Procurement Policy, Processes, Procedures and Methods (CPPPPM) where applicable - Any commercial agreement (for
the purchase of goods or services) must be signed off by an authorised employee of Supply Chain Management
(Procurement) prior to signing of the contract to indicate that all the steps as per clause 5.5 below have been followed
and that all procurement related governance has been adhered to.

5.4.1 Appointment of Consultants

Approval
Authority ->

Operating
Divisions

Approval
Authority —*

Specialist
Units

ODCE*

Up to but nol
exceeding
R25m

Group Exco
Members

R10m

GCFO

Up to but nol
exceeding R50m

GCFO

Up to but nol
exceeding R50m

Group Exco/
GCE

Up to but not
exceeding R200m

GCE

Up lo but not
exceeding R200m

Board
Acquisitions

and Disposals
Committee

Up lo but not
exceeding
R300m

Board
Acquisitions

and Disposals
Committee

Up to but not
exceeding
R300m

Board

Exceeding
R300m

Board

Exceeding
R300m

'Approval limits are cumulative per annum. Excludes appointment of consultants lo perform feasibility studies for capital
projects.
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4 ? Approval to approach the market for Open Tenders

Approval
Authority - •

Operating
Divisions

Approval
Authority —•

Specialist
Units

ODCEand
TCPGE

Up to but not
exceeding
R450m

Specialist Unit
HOD

(budget owner)

Up to but not
exceeding
R75m

GCSCO

Up to but not
exceeding
R525m

GCSCO

Up to but not
exceeding
R525m

GCFO

Up to but not
exceeding
R750m

GCFO

Up to but not
exceeding
R750m

GCE

Up to but
not
exceeding
R 1000m

GCE

Up to but
not
exceeding
R1000m

Board
Acquisitions

and Disposals
Committee

Up to but not
exceeding
R2OQ0m

Board
Acquisitions
and Disposals
Committee

Up to but not
exceeding
R2000m

Board

Exceeding
R2000m

Board

Exceeding
R2000m

5.4.3

'The OD CE may only delegate these powers to go to market with Open Tenders to Heads of Procurement. The
Requisition (or Request to Purchase) issued to Procurement must be approved by the OD's Sudget Owner or his duly
authorised delegate. Such approved requisition or Request to Purchase will signify that the acquisition has been
approved and that the necessary funds are available.
Submissions requiring approval of the GCSCO or higher must also include a procurement strategy document, signed off
by the person with the delegated authority.

# The Requisition (or Request to Purchase) issued to Procurement musl be approved by the Specialist Unit's HOD or his
duly authorised delegate. Such approved requisition or Request to Purchase will signify that the acquisition has been
approved and that the necessary funds are available.
Submissions requiring approval of the GCSCO or higher musl also include a procurement strategy document, signed off
by the person with the delegated authority.

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

Approval
Authority

Operating
Divisions

Approval
Authority

Specialist
Units

ODCEand TCP
GE

Nil

Group Exco
Members

Nil

GCSCO

Nil

GCSCO

Nil

GCFO

Nil

GCFO

Nil

GCE

Up to but not
exceeding
R250m

GCE

Up to but not
exceeding
R250m

Board
Acquisitions

and Disposals
Committee

Up to but not
exceeding
R 1000m

Board
Acquisitions

and Disposals
Committee

Up to but not
exceeding
R1O00m

Board

Exceeding
R1000m

Board

Exceeding
R1000m

The limits are per transaction/confinement. All requests for approval of confinements must be made by the OD CE/Group
Exco Member to the GCE. The OD Specialist Unit shall prepare the submission in collaboration with Transnet integrated
supply chain management (iSCM) to ensure that the rules for confinement are met.
In instances where confinement is confidential the GCE may approve such confinement without the confinement request
being routed via any other authority.
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Management's intervention to address non-compliance with procurement policies and procedures

Approval
Authority

Operating
Divisions

Approval
Authority

SU

OD CE and TCP
GE

Nil

Group Exco
Members

Nil

GCFO

Nil

GCFO

Nil

GCE

Up to but not
exceeding R50rn

GCE

Up to bul not
exceeding R50m

Board
Acquisitions and

Disposals
Committee

Up to but not
exceeding R1000m

Board
Acquisitions and

Disposals
Committee

Up to but not
exceeding R1000m

Board

Exceeding
R10Q0m

Board

Exceeding
R1000m

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

5.4.5 Establishing Procurement policy (opex, capex and disposals)

["Authority LeveT | Board Acquisitions and Disposals Committee

5.4.6 Procurement process approval

NOTE: Each OD/SU will have its own main Acquisition Council (AC) which will consider and approve all procurement processes,
as well as the disposal of scrap, failing wilhin its jurisdiction from R2 million, but not exceeding R500 million. This is
subject to the discretion of the OD/SU CE to lower the R2 million threshold, or to create Secondary Regionallocal
Acquisition Councils. The OD/SU CE may also delegate certain process approval powers to the relevant Manager for
matters below the Secondary Acquisition Councils' delegation. Transactions exceeding the OD/SU CE's Delegated
Powers will also be considered by the OD's main AC for recommendation to the higher approval body (e.g. the BADC). If
it concurs with the recommendation, the matter will be referred to the relevant person/structure with the delegation of
authority for approval. Should any process approval body not agree with the recommendation, the matter must be
referred back to the recommending officer(s) for reconsideration or re-motivation.

963

Approval
Authority

Operating
Divisions
including
TCP

Approval
Authority

Specialist
Units
excluding
TCP

OD and TCP
(Secondary andjor
Main) Acquisition

Councils

Up to but not exceeding
R450m

Specialist Unit
(Secondary and/or Main)

Acquisition Councils

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

Group Chief
Supply Chain

Officer

Up to but not
exceeding R525m

Group Chief
Supply Chain

Officer

Up to but not
exceeding R525m

GCFO

Up to but
not

exceeding
R750m
GCFO

Up to but
nol

exceeding
R750m

GCE

Up to but
not

exceeding
R10O0m

GCE

Up to but
not

exceeding
R 1000m

Board
Acquisitions
and Disposals

Committee

Up to but not
exceeding
R2000m

Board
Acquisitions and

Disposals
Committee

Up to but not
exceeding
R2000m

Board

Exceeding
R2000m

Board

Exceeding
R2000m
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55 Con tracts/Agreements

NOTE1: Any person who has been authorised to execute any legal documents including deeds, leases,
assignments, contracts, applications, financial instruments, external submissions to or on behalf of
Transnet and/or its OD or any other legal documents may only do so with the prior advice of the
relevant Legal Services department as set out in the Transnet Legal Policy.

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

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

NOTE 4: Approval limits are per transaction/contract

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

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

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

Approval
Authority

Operating
Divisions

Approval
Authority

Specialist
units
excluding
TCP

ODCEandTCPGE

Up to but not exceeding
R450m

Specialist
UnitCE

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

Group
Exco

members

Up to but
not
exceeding
R30m

Group
Chief

Supply
Chain
Officer

Up to but
not
exceeding
R525m

Group
Chief

Supply
Chain
Officer

Up to but
not
exceeding
R525m,

GCFO

Up to but
not
exceeding
R750m

GCFO

Up to but
not
exceeding
R750m

GCE

Up to but
not
exceeding
R1000m

GCE

Up to but
not
exceeding
R1000m

Board
Acquisitions

and
Disposals
Committee

Up to but not
exceeding
R200Gm

Board
Acquisitions

and
Disposals
Committee

Up to but not
exceeding
R2000m

Board

Exceeding
R2000m

Board

Exceeding
R2000rn
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Values oic pci u>m/act ior tne fuli term of the contract (Total value of contract excluding VAT) on condition that

approval has been obtained for the related expenditure over the period. Please refer to the conditions stipulated below.

Payments: Once the decision to contract has been issued, contract execution will be governed by the Operating

Divisions, including the payment process provided that the contract amount is not exceeded.

5.5.1.1 Contracts > R500m, including Transnet's top 60% value opex items and capex contracts

Prior to entering into a high value (greater than R5Q0m) / highly complex contract (especially for Transnefs top 60%

value opex items as dealt with by Transnet iSCM Strategic Sourcing commodity teams), any authorised official must

first liaise with a multi-disciplinary team of experts at Transnet Corporate Office, who should each sign off on the

following parts of any agreement/contract or other binding document;

• Group Legal Services - entire document

• Transnet GCFO to sign-off after sign-off from the finance departments (Group Finance "Reporting. Financial

Planning, Tax and Treasury).

• Contracts less than R450m within the OD's limit of authority, require a similar process as set out above to be
followed by the relevant OD.

5.5.1.2 International Contracts/Agreements (all contracts)

• Approval lo enter into an agreement/contract or other binding document involving foreign currency exposure
(including international agreements) may not be sub-delegated lower than to the Chief Procurement Officer
(CPO) of an OD. Approval of the divisional CFO is required to enter into ihe contracts that may result in foreign
currency exposure.

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

5.5.2 Enter into and Signing of Revenue Contracts/Agreements and authority to issue binding quotes locally:

(excluding lease contracts and the sale of scrap)

Approval
Authority
—*

Operating
Divisions

Approval
Authority

Specialist
units

ODCE
Limit per Annum
per contract up to
but not exceeding

5 years

Up to bul not
exceeding R300m

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

5 years

Up to but not
exceeding RIOm

GCFO
Limft per Annum per

contract up to but not
exceeding

S years

Uptobiiinol exceeding
R500m

GCFO
Limit per Annum per

contract up to but not
exceeding

5 years

Up to but not exceeding
R5G0m

GCE
Limit per Annum
per contract up

to but not
exceeding

5 years

Up io but not
exceeding
R1000m

GCE
Limit per Annum
per contract up

to but not
exceeding

5 years

Up lo but not
exceeding
RiOOOm

Board
Acquisitions and

Disposals
Committee

Limit per Annum
per contract and

contracts
exceeding

5 years
Up to bul no!
exceeding
R3000m

Board
Acquisitions and

Disposals
Committee

Limit per Annum
per contract and

contracts
exceeding

5 years

Up to but not
exceeding
R30O0m

Board
Limit per Annum per

contract and
contracts exceeding

5 years

Exceeding R 3000m

Board
Limit per Annum per

contract and
contracts exceeding

5 years

Exceeding R3000m

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

> i; iiic uxiifdU peiiuu is beiow \i montns me con [/act value is lo be annualised and the delegated authority

required to approve the transaction will be determined by the annualised amount.

• All limits indicated above are exclusive of VAT

• Board approval is required if ANY one of the following limits are exceeded:
o The contract period exceeds 5 years

o The annual value of the contract exceeds R3000m.
o The total value ol the contract overthe contract life exceeds R15000m.

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

Approval
Authority

Operating
Divisions

Approval
Authority

Specialist
units

GCFO
Limit per Annum per
contract up to but not

exceeding
5 years

Up to but not exceeding
R500m

GCFO
Limit per Annum per
contract up to but not

exceeding
5 years

Up lo but not exceeding
R5O0m

GCE
Limit per Annum per

contract up to but
not exceeding

5 years

Up to but not
exceeding R 1000m

GCE
Limit per Annum per

contract up to but
not exceeding

5 years

Up to but not
exceeding R 1000m

Board Acquisitions and
Disposals Committee
Limit per Annum per

contract and contracts
exceeding

S years

Up to but not exceeding
R3000m

Board Acquisitions and
Disposals Committee
Limit per Annum per

contract and contracts
exceeding

5 years
Up lo but not exceeding
R3000m

Board
Limit per Annum per

contract and contracts
exceeding

5 years

Exceeding R3000m

Board
Limit per Annum per

contract and contracts
exceeding

5 years

Exceeding R3000m

5.5.4 Internal Contracts

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

5.5.5 Property and Lease Agreements

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

Approval

Authority —

Operating

Divisions

OD CE and
TCPGE

Up to but not
exceeding
R15m
annualised

Tenure not

exceeding 5

years

Transnet
Property GE

Up to but nol
exceeding R50m
annualised

Tenure not
exceeding 5 years

GCFO

Up to but not
exceeding

R200m full term

Tenure nol
exceeding 10
years

GCE

Up to but not
exceeding

R500m full term

Tenure not
exceeding 15
years

Board

Acquisitions and

Disposals

Committee

Exceeding R500m
full term

Tenure exceeding

15 years

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

Cession of leases: Ail cession or assignment of Lease agreements shall be approved by the Group CFO or Group

Executive: Transnet Property. For cession of leases at OD level the Chief Executive of the respective OD may

approve cession or assignment of lease agreements.

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

the lease period, change of rental terms etc. may be approved in terms of the above limits i.e. where the original

lease was approved in terms of the delegated authority above, changes of material terms to be approved by (he

same approval body.
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All eA'icf;idi Lcssc Agreements p o yearsj ot properties on land/properties adjacent to other land properties of
ODs and/or belonging to Transnet Property, must be communicated and agreed with the relevant
division/Trans net Property before entering into any Lease Agreements.
All leases for vacant land may only be approved by the GCE with the above limits for the GCE applicable i.e. if the
lease value exceeds R500m or the tenure exceeds 15 years then Board Acquisitions and Disposals Committee
approval is required. For the purposes of this transaction vacant land is considered to be undeveloped land.
In cases where vacant land is leased out with its own rental premium applicable to it and a separate rental
premium for improvements located on the portion of the same leased site, although part of one lease transaction -
to the extent that the proposed lease has lettable vacant land, the GCE shall approve such lease transactions in
line with his limits of authority as stated in the table above.
Interdivisional leases for vacant land may be entered into and signed by the respective
OD CEs/GE; TCP/GE: Transnet Property.
Special Delegation to apply to the CE of TNPA in compliance with the National Ports Act of 2005 as amended.
Intema! leases between Transnet Property. Operating Divisions and Specialist Units may be signed by the CEs of
the respective ODs/SUs.
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5.6 Legal Services

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

5.6.1 Commencing or settling any litigation, arbitration

5.6.2

5.6.3

Approval
Authority —

Operating
Divisions

Divisional Head:
Legal and Risk

Up to but not
exceeding R2m

ODCE,
GE: Transnet
Property and

GE:TCP
Up to but not
exceeding R10m.
Greater than RIOm
but less than R35m
with concurrence of
GE- Group Legal
Services

GE: Group
Legal Services

Up to but not
exceeding
R50m

GCFO

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

GCE

Exceeding
R100m

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

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

Board of Directors

Board Risk Committee

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

GE: Group Legal Services/
ODCE

5.6-4 Subject to the Transnet Legal Policy, the appointment of external advisors attorneys, advocates and any other
external legal advisors

Approval
Authority —
OPERATING
DIVISION

Specialist
Units CEs and
Heads of Legal

ODCE

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

Up to but not exceeding
R5m

GE: Group Legal Services

Up to but not exceeding R50m

GE: Group Legal Services

Up to but not exceeding R50m

GCE

Exceeding R50m

GCE

Exceeding R50m
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S.7 Human Resources

INTRODUCTION
The Delegation of Authority for Human Resources provides for controls and good governance in the following areas.

Organisation Management
Personnel Appointments and Remuneration
Appointment of Fixed Term Contract Employees
Interim / Ad-hoc Remuneration Adjustments
Rewards / Awards / Exceptional Payments / Ex-gratia Awards
Suspension of Employees
Dismissal of Employees
Mutual Separation Agreements
Collective Bargaining and Trade Union Recognition
Deviation from approved Human Resources Policies

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

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

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

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

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

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

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

line with the Company's governing legislation and mandates.

ABBREVIATIONS

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

FA Final Approval
FA:CC FinaLAp.foval for Corporate Centre
R Recommendation
A Has provided advice
C Consultation
N Noting
GE. HR Group Executive Human Resources
CE, GE Chief Executive of OD or relevant Grou Executive of Corporate Staff Department
GM. HRE General Mana en Human Resources Enablement
GM: ER Genera! Manager Grou Employee Relations
OD HR GM General Manager. Human Resources at the Operating Division
LM: GM Line Management - General Manager
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The table below sets out the delegation framework for Human Resources.

ement Creation of New Positions /Change in Poeifions-J Rsstryoturing
No permanent or fixed term conirad jpaflSan-csri be crested or tiB gratfe. fevgl changed unless fee sppmved
Onganfestion Mgnogenjent governance was follow^ in respect cTf-thsevalusSoh of portions find raijijcatferi of

I gratis levels.

HUMAN RESOURCES

1.1 Group Exco (A tevefj

1.2 General Managers (B level)

1.3 Executive Managers (C level)

1.4 Sertor Management (D level
and below-

REMSEC
FA

GCE

R
FA

GEtHR

R
A

ODCE/
Group

Executive

R
FA

ODHRGM

R

FA

LM:GM

R

R

The R3-M5EC revtevi"s tfis (SCO's assessment of psj-formanoe end appro vss/rscymfii&firfe the rar.uneratit-'h of
Group Bcfio Wanbers, Pregcdb&J "Officers and Extended Exgo toihe Besrd for approval by the
The iwunerefon of the -rfwy^wSntfooe^' (^t^ory.. df 6mptoyw$ rfisS b& fri femur of
Standards,
Ths af>patn*n?ê t wd rem^inemlion of stl mafTagernait (ewl employees-Qovdls A to F) wB be gtided-by live
Guidefmes and Salary Bands Issued by the Group Ramyr^fetiafi Office, Ttiesa Gyjdeflnea and S4&ry Bands wifl
teke frfe 9coo.m1Mhe oocupatiffial specific categories.
For managars to Jigvfife A $nd 3 the Group Remuneration Office svffl recommerai flie appropriate tBirtUflefation
bands base*] en nWfcet pfcirr^Scn aid Internal party. Approve! of tfce find flppfwifrrient and remunsfafion

brtente of fiid rftl^^iujis baloiv. •
"Op v.fll apply the GuidelLiea s r^ Salary fesrtds ivtien ap^littina and BtrtrcturtrtQ the p^oicag^ of

nianagemets employees inlav^a C EBidfcelow. Apprc/el cf the final appdnWnt and remuneration packagg w9l
be In torn of the ddlegafiOns bdow.

• AGer salary gdjustmSfiis and -fcafore amand^y ia SDU^frt-for the-ns^* tne^daJ yegr, Wa GR?«p Retftunefe^on .

Ofijce tffl corrdy^ a Company* gn^yafe of sa lads across GDe fe) hifcrm the Group Gu!3efinea and Salary
Bg^ds of (nsne&sfB fer thenewfinencle/ year. Affofitefcaity and tne fttjedibr Inlem^Gfrd sxtsma) parity wf l inf i rm
these gultieffnes,

HUMAN RESOURCES

2.1 Group Exco (A level,

2.2 General Managers [f l levels

2.3 Execute Managers (C level)

2.4 Senior Management (D le^el and below)

REMSEC
&

CORP
GOV

C

GCE

TA
FA

GE:HR

R
R
A

OOCE/
Group

Executive

R
FA

ODHR
GM

LM:
GM

R
FA

R
R

The Chairpersons of Remuneration Social and Ethics and (he Corporate Governance and Nominations Committees will be
DDnsulied by the GCE for the appointment of Group Exco Members (other than executive directors). The consufat on wiS be through
a memorandum submitted to the Chairpersons of the Committees
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A person appointed on a fixed-term contract (for 3 specific period of time or to perform a specific project) must fee,
appointed. Into a graded position.

HUMAN RESOURCES

3.1 Group Exco [/•. LeveJj_
3.2 General Managers |B levslj

3.3 Executive Managers (C level)
3,4 Senijr Management (D level and betow)

REMSEC

FA

GCE

R

GE:
HR

R

ODCE/
Group

Executive

R
FA

1 .

ODHR
GM

R
FA

LM:
GM

R
R

Kf^Counter <?fler« and Interim Salary AdJpslffferilB

• In line w'Bi the Group Remuneralion Philosophy approved by the REMSEC, thsre tfD be ng Interim / sd-hoc
remuneration adjustments.
If an employee produces a written and current counter offer of emptoymefit \tftn details of the remuneralion
package, and Transne* seeks to retain tha employee based on the crifcalfty of the employ 's skill, an interim
adjustment of tne empipyee's current remuneration package may Ije offered In farms of the delegations below.
Any counter offer must be to accordance with the Group Guidelines and Setery Bands Issued by Grpyp
RflmunetefiofL

HUMAN RESOURCES

4.1 Group Exco (A Level)
4.2 Genera! Managers (8 level)

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

and below)

REMSEC

FA

GCE

R
FA

GE:HR

N

R
FA

0 0 CE/
Group

Executive

R
R

ODHR
GM

R

FA

GM:HR£

R
R
R

FA:CC

LM:
GM

R

R

k& J^f i f ta i3rRSv5nfB / Awards / Exceptional Payments / Ex-grails Awante

The amounts reflected below ore per Initiate (not per inc&vidual employed payment) per annum

HUMAN RESOURCES

5.1 R10m and above
5.2 Between R5m but nol " *

exceeding R 10m
5.3 Between R50 000 but

not exceeding R5m
5.4 Be^een R20 000 but

nol exceeding R50 000
5.5 Up to but not exceeding

R20 000
5.5 Up to but nol exceeding

R 10000

Board

FA

REMSEC

R

FA

GCE

R

R

FA

GE:HR

R

R

R

FA

FA

GCFO OO CO
Group

Executive

R

FA

FA

FA

HR
GM

R

R

R

GM:
HRE

R

R

LM:
GM

R I

R

R

R

R

R j R
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.•JfH

• ihsEuspensfondaKGmpkiy&esisperttiedel^dJsns^sii&ion^bsiow. 9 ^ W B

« in the case of 8ie suspension of a bargaining unit employee, {he ralevani OD Employee Relations Maffagerroust

reccmmerwi ffte suspension Based on the merfts cf flie casa.

HUMAN RESOURCES

6.1 Group Exco [A levels
6 2 Gsnera! Managers (B levelj
5.3 Exscutwe Manatjers {C level)
6 4 Senior Management {D level to F

levej)
B.5 Bargaining unit employees

GCE

FA
FA

GE:HR

R
R
FA

ODCEJ
Group

Executive

R
R

ODHR
GM

R

R

GM:
ER

R

R
A

A

LM:
GM

R

FA

Une
Manager

R

FA

ER
Manag

er

A

R

f" Dismissal of Employs^?''J &'*'*'v—* W S ! ^ - ^ . ^ ^ ^ - r * ^ ™ , — - - — g g |

• The dlsfrfeeEjJ of any employee fcr reasons Gf dlaopTmewficapptdy-tnust î 'jSwcsdsti JJya fsfh$Snn$m*m

tYariBnet pcpdes.

« The dismfeeaj of an ̂ nptoyeefor op^iional requirements myat be pfet^ed-fcy a f^r-^nfiyltaileH pfeGses,

HUMAN RESOURCES

7.1 Group Exco (A leveJJ
7.2 General Managers (B fevefj

7,3 Executive Managers (C levelj
7.4 Senior Management ID level to F level)
7,5 Bargaining unit emplo/ees

GCE

FA

F A ^

GE:
HR

R
R

A

ODCEJ
Group

Executive

R

FA
A

ODHR
GM

R
R

GM:
ER

R

| A _

R
R

LM:
GM

R
FA

Line
Manager

R
FA

ER
Manager

A
A
R

9 Mutual Separation

T&flw and corxBtiore and financial settlement amount? of mutija! separation t^rsefn^ntB for A - Q'Reies «a be gukted
by ft? GuiddineBtssued fcy tba Croup ftemunergfion Gffioe.

HUMAN RESOURCES

8.1 Group Exco (A level
8 2 General M a k e r s ,B level;

I 8.3 Execul^e Manners :C levef 3rd fc-elow)

REMSEC

FA

GCE

R
FA

GE:HR

R
R
FA

00 CE/
Group

Executive

R

R

ODHR
GM

R

GM:ER

R
R
R

LM:GM

R

9 Collective Bargaining and Trade Uhipn Rccognltio

HUMAN RESOURCES

9.1 Conclusion of any Collective Agreements
with Unions excluding shift pattams

9.2 Mandate lor salary and wage
negotiations

9.3 Recognition of Trade Union and Signing
of Recognita! Agreement

REMSEC

FA

N

3

GCE

R

N

GE:HR

FA

R

FA

00 CE/
Group

Executive

R

R

ODHR
GM

R

R

GM:ER

R

•

LM:GM

10 Deviation from Approved Hurtian ResouroM PdUotes and -rtopftimfindfttion-of QovwnaWe re ta i l polldej

HUMAN RESOURCES

1D.1 Any deviation from a Transnet HR Pofcy
10.2 Recommendation of Policies ic Gro\,p Exec
10.3 Report all human capital rtsks

Group
Exco

FA
N

GCE

FA

GCFO GE:
HR

R

R

ODCEa
Group Exco

R

HR
GM

R

GM:
ER

R

i

LM:
GM

R
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Genera! Delegations

Chartering of Aircraft

5.8

5.8.1

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

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

Authority Level
Chartering of Aircraft
Chartering of helicopters for operations

ODCE
NIL

R250 000*

GCFO
Up to but not exceeding R3m
Up to but not exceeding Rim

GCE
Exceeding R3m
Exceeding R1m

Transnet Wide
Group Exco Member

Up to but not exceeding
R10 000 per month

GCFO
Up lo but not exceeding
R20000 per month

GCE

Exceeding R20000 per month

5.8.3 Entertainment Expenditure

5.8.4

Authority Level ODCE
Up to but not exceeding
R50000 per occasion

Group Executives
Up to but not exceeding
R50000 per occasion

GCE
Amounts exceeding R50000
per occasion

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

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

Operating
Divisions

Specialist
units

ODCE
Up to bul not
exceeding
R50000

Group Exco
Members

Up to bul not
exceeding
R50000

GCFO
Up to but not
exceeding
R100000

GCFO

Up to bul not
exceeding
R100000

GCE

Up to but not
exceeding R5m

GCE

Up to but not
exceeding R5m

REMSEC

Up to but not
exceeding R10m

REMSEC

Up to but not
exceeding R10m

Board

Exceeding RIOm

Board

Exceeding R10m

5.8.5 Sponsorships and Donations

Approval
Authority —*
Operating
Divisions
Approval
Authority —*
Specialist
Units

ODCE

Up to but not
exceeding R5m

Group Exco
Members

Up to but not
exceeding R2m

GCFO

Up to but not
exceeding R7m

GCFO

Up to but not
exceeding R7m

GCE

Up to bul not
exceeding R10m

GCE

Up to bul not
exceeding R 10m

REMSEC

Up to but not
exceeding R20m

REMSEC

Up to but not
exceeding R20m

Board

Exceeding R20m

Board

Exceeding R20m

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

5.8.6 Annual filing of tariffs with regulators

• Public Policy and Regulation Committee: Approves tariff increase applications from Operating Divisions.
• OD CE in concurrence with the GCFO: Filing of Tariffs with relevant Regulatory body.
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Internationa! Business Travel (including travel to African countries)

Below CE level at Operating Division'
CE of Operating Division
Corporate Centre
Specialist Units
Group Executives
GCE and Chairperson

Approval Authority
GCE
GCE
GCE
GCE
GCE
User - Retrospective review by GCE or Chairperson and vice versa.

*CE of OD must recommend and the GCE to approve

5.8.8 Domestic Business Travel

Chairperson/GCE/Group Exco Members
CE of Specialist Unit
General Managers/Extended Exco
All other levels

Approval Authority
User

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

Travel. All travel must be in line with the approved Travel Policy.
Extended Exco members af an OD/SU unit may sub-delegate to the appropriate lower level.

5.8.9 Communication

External communication on strategy and
operations
Communication on operational issues relating
to an OD
Communication with the Shareholder Minister

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

Group Exco Member responsible for OD

Office of the GCE or Chairperson of the Board of Directors
Approval to attend seminars and or conduct presentations to external parties which may result in indirect
communication may be approved by a Divisional Exco member

5.8.10 Establishment of Special Purpose Vehicles {SPVs), Public Private Partnerships (PPPs) and Trusts

Establishment of SPVs, PPPs and Trusts
Approval Authority

GCE may approve after recommendation by the GCFO and GE: Group
Legal Services. The transaction to be reported to the Board Acquisitions
and Disposals Committee

5.8.11 Restructuring and sale of business

Restructuring or sale of business
Approval Authority

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

5.8.12 Pension Fund and Medical Fund Rule Amendments as recommended by the Board of Trustees of the Funds

Changes to the mtes of the pension and
medical fund that do not require Ministerial
approval
Rule amendments that require Ministerial
approval

Approval Authority
GCE and GCFO

Board to recommend to the Minister of Public Enterprises for approval

Delegation of Authority Framewort - effective 1 June 2013 Page 30
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5.8.13 Application for Environmental Authorisation

• All environmental impact assessment or basic assessment applications must be prepared by a competent
independent environmental assessment practitioner/consultant, unless exemption from this provision has been
obtained in writing by the Department of Environmental Affairs and under the supervision of the Environmental
Department in the OD/SU.

• The application for environmental authorisation must be signed as per the approval authority below.

Operating Division

Specialist Unit {Transnet Property)
Specialist Unit (Transnet Capital Projects)

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

Project Manager/
Operations Manager/Environmental Manager
Chief Operations Officer of Property
Project Direclor

The applicant remains legally responsible for the compliance with the environmental authorisation throughout the
implementation of the authorisation.
Should an authorisation for new capital projects contain operational elements after formal handover of the project
by TCP, the DEA needs to be informed in writing of the change in names and acknowledgement from DEA be filed.
Should any of the above applicants leave Transnet, the DEA needs to be informed in writing of the new person
responsible for the implementation of the environmental authorisation.
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EXHIBIT8

TRANSNET

public enterprises
Department:
Public Enterprises
REPUBLIC OF SOUTH AFRICA <ra< rgfrcijjh: rclul 1/

2013-2014
SHAREHOLDER'S COMPACT

Entered into by and between

THE GOVERNMENT OF THE REPUBLIC OF SOUTH AFRICA, HEREIN
REPRESENTED BY THE MINISTER OF PUBLIC ENTERPRISES

{'The Shareholder Representative")

And

TRANSNET SOC LTD, HEREIN REPRESENTED BY THE CHAIRPERSON OF THE
TRANSNET BOARD OF DIRECTORS
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1. INTERPRETATION

1.1 "Accounting Authority" means the Board of Directors of Transnet;

1.2 "Board" means the Board of Directors of Transnet from time to time;

1.3 "Company" means Transnet;

1.4 "Companies Act" means the Companies Act No. 71 of 2008, as amended and includes

any regulation issued thereunder;

1.5 "Corporate Plan" means the document which a state owned company is required to

submit to the Shareholder and the National Treasury before the start of its financial year,

which gives effect to the Statement of Strategic Intent and Shareholder's Compact;

1.6 "Founding Documents" means the Memorandum of Incorporation (previously Known as

Memorandum of Association and Articles of Association of Transnet SOC Ltd or any of

its subsidiaries as the case may be;

1.7 "Parties" means the Shareholder and Transnet collectively, and Party shall mean any

one of them as the context requires;

1.8 "PFMA* means the Public Finance Management Act No. 1 of 1999. as amended;

1.9 "Shareholder's Compact" means this agreement including the annexures hereto, which

sets out the key performance measures and indicators to be attained, in support of the

Statement of Strategic Intent and to the extent necessary seeks to clarify the objectives

of Transnet in the context of the Statement of Strategic Intent, entered into in

accordance with the provisions of the PFMA;

1.10 "Shareholder" means the Government of the Republic of South Africa as represented by

the Shareholder Representative and his/her successor in law;

1.11 "Shareholder Representative" means the Minister of Public Enterprises;
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11? "Statement of Strategic Intent" means the document which sets out the agreed mandate

and strategy for Transnet;

1.13 "Subsidiary" means a subsidiary of Transnet or any of its subsidiaries over which it

exercises ownership control as defined in terms of the PFMA;

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

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

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

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

Floor, Cariton Centre, Commissioner Street, Johannesburg.

2. FUNCTION OF SHAREHOLDER'S COMPACT

2.1 The purpose of this Shareholder's Compact is to clarify and confirm:

2.1.1 Transnet's Mandate;

2.1.2 The strategic objectives to be attained by Transnet; and

2.1.3 The key performance areas and indicators to measure Transnet's performance during

the period of the Shareholder's Compact.

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

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

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

executing contracts.

3. FOUNDING DOCUMENTS AND GOVERNANCE FRAMEWORK

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

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

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

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

National Treasury Regulations and Transnet's Mandate.

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

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

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

Representative.

Transnet shall ensure that Transnet:

3.2.1 Concludes performance agreements with all its significant subsidiaries that are

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

undertakings stipulated in the Shareholder's Compact.

3,3 If there is any conflict or inconsistency among the provisions of the Founding

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

Shareholder's Compact, the Parties shall take whatever steps that may be necessary to

amend the documents to remove the conflict or inconsistency. For so long as the conflict

exists on Founding Documents, the MOI shall take precedence and thereafter the

Statement of Strategic Intent.

4. MANDATE

The Parties agree that:

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

Founding Documents, by prevailing legislation and by this Shareholder' Compact.

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

enabling economic growth and security of supply through providing appropriate ports,

rail and pipeline infrastructure as well as operations in a cost effective and efficient

manner within acceptable benchmark standards.
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4.3 The mandate may be amplilied from time to time through a Statement of Strategic Intent

from the Shareholder.

5. STRATEGIC OBJECTIVES

5.1 The Parties agree that the strategic objectives of Transnet fall into five main areas,

namely:

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

5.1.2 Effect and accelerate moda! shift by maximising the role of rail in the national transport

task;

5.1.3 Leverage the private sector In the provision of both Infrastructure and operations where

required;

5.1.4 I ntegrate South Africa with the region and the rest of the continent; and

5.1.5 Optimise the social and economic impact of all Interventions undertaken by the SOC in

the achievement of these objectives.

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

Key Performance Areas:

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

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

5.2.2 Transformation of the surface transport market through dedicated management with a

mandate to deliver an integrated domestic intermodal transport system, industry

solutions, long term infrastructure and reliable, cost effectives services whilst

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

5.2.3 Ensure the provision of critical logistics infrastructure and capacity over the short term,

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

growing demands of the total national economy;
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5.2 4 Oversee a sustainable capital investment approach characterised by intelligent

investment decisions, financial prudence and commercial sustainabllity to meet industry

demands and customer expectations over the medium term;

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

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

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

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

5.2.6 Operational excellence across the entire organization informed by global best practise

and driven by a performance culture that is firmly entrenched within the organisation;

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

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

transformation, beneficiation, industrialisation, aggressive job creation and the

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

("BBBEE") criteria;

5.2.8 The implementation of global best practises with respect to safety, skills development

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

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

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

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

stakeholders;

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

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

competitiveness, growing demand and cost savings;

5.2.10 Sustainable growth encompassing corporate social Investment and environmental

responsibility. This area of focus is becoming increasingly important as Transnet

becomes increasingly prominent within the economy.
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6. STRATEGIC INITIATIVES

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

Annexures A through G.

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

Performance Measurement (NCPM) with respect to the following:

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

execution of the NCPM project.

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

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

activities.

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

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

indicators, where appropriate

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

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

7. KEY PERFORMANCE INDICATORS AND EVALUATION

The Parties agree that:

7.1 Transnet's performance in relation to the strategic objectives will be measured with

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

out in format, content and coverage of Annexure A, B, C, D, E, F and G.

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

company and its subsidiaries In the Annual Report and Quarterly Reports.

7.3 Transnet shall align its Corporate Plan to the Shareholder's Compact.

8. SIGNIFICANCE AND MATERIALITY

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

significance and materiality is set out in Annexure E.
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0. PERIOD OF SHAREHOLDER'S COMPACT

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

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

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

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

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

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

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

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

negotiation.

10. NO AMENDMENT

10.1 This Shareholder's Compact constitutes the whole agreement between the Parties

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

and/or understanding regarding the subject matter hereof.

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

key performance areas and/or key performance indicators as detailed in Annexures "A"

through "D° of this Shareholder's Compact.

Signed:

M.K.N.GIGABA

Minister of Public Enterprises

Shareholder Representative

Date:

Signed:

M.EMKWANAZI

Chairperson

Transnet SOC Ltd

Date:
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ANNEXURE A: w STRATEGIC DELIVERABLES

Koy Performance Araa Description of dallvwabios

Tmnsnet's Sustohneblllty
Framework

Cost of Logtottca

Domestic Intermodai
Solution

Delivery timollno

Economic dividends 1 Mor-15

Social dividends

Environmental dividends

, Quantify Transnet's conlributton to the Total cost of Logistics as a percentage {%) ol transportable GDP.

0,6% reduction In Total cost of Logistics by 2018A1B as per Market Demand Strategy.

Quantify and commit lo modal splil target.
Quantify tho fixed Infrastructure capacity, operational performance and financial porformaneo of existing Iniormodol
capacity.
Devetop a long term Intermodal/contatner strategy supported by an appropriate infrastructure and funding pian.

, . - . S ,_ ^ y 8 n 0 , Develop o medium io torto term slratoqy and infrastructure plan to drive Transnel Pipeline's market shnro.
infrastructure plan

Africa Business
Development and
Regional Integration

Private Sector
PsrtWpaUon (PSP)

Reseerch and
Development Excellence

Develop a short medium and long slralegy lo improve infi-B-Afrfra trade from n transport perspective.

Promote regtonai connectfvrty through (he Integration of the freight rail and maritime [nfraslrudurrj.

PosJUon Transnet EngfnBering to bocomo the pre*en;ed euppfter of rolling slock wtthln the African market

DoJfvery of R2.5 bHIton in PSP ftjrWing as pec 2012/13 Corporate Plan.

Identify cteDr and sustainable opportunftteE for PSP.

Identify and devetop clear industry solutbnB wilhin the various sectors supported by business cases for approval by the
• Shareholder.

1 Dovefcjp defined Umoflne for Implementation of identified PSP opportunities.

Concession of three brarwh lines as idontffiod by Transnet and tfw Department

Put cooperation wllh tho Department to finalise Joint oosltlons on rail and marilimo policy

On-oomq compfianco with policy and requlatton
Establishment of a RSD Cenlre of Excellence

Quantify how lechnotogy has boon leveraged to reduce capital outlay and reduce operating expendilure fn all spheres
of business.

Quantify how technology has been leverage lo Improve productivity In oil sphere of business

Qoantffy,how Wchnotogy has been leverage to Improve snd Increase modal ahlfl.

Quanlify how technology has been leverage to Increase market share

Mar-15

Uar-15

Sop-13

Sop-13

Sep-13

Sep-13

Sep-13

Mar-14

Jul-13

Mar-14

Mar-14

Subject to ouicomes ofBoard
meeting lo be held on May 2013

Subfoct to PFMA Section SA
aDorovol
Ongoing

Ongoing
Mar-14

Jun-14

Jun-14

Jun-M

Jun-14

T?io board chall roport on tho progress of oil strategic doUvcrnbloa on n quarterly besio DO VJQI! OO within tho Annual report.
Th© board shall trade nnrf report on the dollvrjry of nR cornmltmantG an a quarterly baria as woll on within the Annual roport
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ANNEXURE B: OPERATIONAL PERFORMANCE

Transnet Group

Key Performance Area

Financial value creation

Innovation

Kay Performance Indicator

Return on total average assets '

Cash inleres! cover

Gearing

Opex as s % of revenue

Research and development cost

Unit of Measure

%

Times

%

%

Rm

2013/14 Target

2 8.0

£3.3

SAGS

£57.1

194

Transnet freight Rail

Kay Performance Area

Financial

Tariffs

Market share

Coy Performance Indicator

Return on tola! average assets

Average tariff Increases

Volume

GFB

"ola! Volume

Bulk

-Export Coal

- Export Iron Ore

- Export Manganese (PE)

- Export Manganese (DBN)

- Export Coal non RBCT

• Eskom Coal

-Domestic Coal

- Chrome and Ferrochrome

• Domestic Iron Ore

- Domestic Manganese

- Mineral mining

-Other

Unit of Measure

%

%

ml

ml

mt

ml

mt

mt

ml

mt

mt

ml

mt

ml

ml

2013114 Target

fc 11.4

t CPI+2

£229.7

2 77.0

261.5

a 5.1

£1.3

£ 8 7

a 11.8

2 8.9

£6.2

£7.9

2 1.9

2 13

£2.5
Intermediate manufacturing and manufacturtng

- Agriculture

- Bulk liquids

- Iron and Steel

• Wood end wood products

- FertJisers

- Industrial chemicals

- Cement

- Intermodal Wholesale

-FMCG long distance

- Automotive

ml

ml
ml

mt

mt

ml

ml

ml

mt

mt

£4.6

2 2.1

2 0.B

2 2.5
2 0.1

£0.9

£7.3

2 7.8

£0.6
2 0.5 (489974FBU)
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ANNEXURE D: OPERATIONAL PERFORMANCE (Continued)

Trarrsnet Freight Rail (Continued)

Key Performance Area

Productivity

Key Performance Indicator

Asset utSisalion

Density

On-time departure

On-time arrival

Iron Ore

Export Coal

General Freight lB)

SSaktanha

RBaycor

Nslalcor

NEaslcor

Senlracor

Capecor

NWesIcor

Easlcof

Southcor

Northcor

- Coat Export

- Export Iron Ore

- General Freight

- Coal Export

- Export Iron Ore

- General Freight

Unit o f Measure

Gtkm/Ntkm

Gtkm/Ntkm

Gtkm/Ntkm

Tonfcrn/Routskm

Tonkm/Routekm

Tonkm/Roulekm

Tonkm/Routekm

Tonkm/Routekm

TonknVRoutekm

Tonkm/Routokm

Tonkm/Roulekm

Tonkm/Houtekrri

Tonkm/Roulekm

Average devlatkin from
scheduled times

(minutes)

Average deviation from
scheduled times

(minutes)

2013/14 Target

S1.41

S1.58

S1.67

a 55.30

2 362
£6.7

£5.7

a 4.3

2 3.9

2 3.8

6 3.2

£2.6

£1.6

S120

5 60

£225

S24O

S120

S26O

Transnet Enginooring

Key Performance Area

Financial

Innovation

{a) Volume growtH

Key Perforrnanco Indicator

External revenue

Research and development cost

Tram cancellations due to Traction

Net volume tost duo to traction

Traction delays

Unit of Measure

Rm

Rm

%

Ml

%

2013/14 Targot

R2S33m

RIBOm

56

57

( ' Volume growth to be separated Into Export Iron ore. export coal andGFB for the 2014-15 SharehoWor'G Compact
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ANNEXURE B: OPERATIONAL PERFORMANCE tConlinued)

Transnet National Ports Authority

Key Performance Area

Product Jvity

Key Performance Indicator

Anchorage

(a) Ship Turnaround

Berth Occupancy

Berth Utilisation

Durban

CspeTown

Port Elizabeth

Noqura

Richards Bay

Unit of Moasure

Hours

2013/14 Target

S46

S K

s$4

S32

s 3 0

Containers

- Durban

- Cape Town

- Port Elizabeth

- Port ol Easl London

- Richards Bay

- Ngqura

Hours

5 59

S3Q

S26

S60

S11O

£29

Dry bulk

-C03l(RBCT)

- Iron Ore (Saldanha)

- Manganese (P.E)

- Durban

• Cap© Town

- Port Elizabeth

- Noqura

- Durban

• Cape Town

- Port Elizabeth

- Ngqura

- East London

- Richards Bay

Hours

Percentage (%)

Percentage (%)

£47

£55

5 69

£ 8 5

S70

S50

S75

S80

£ 7 0

£60

5 75

£40

£40
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ANNEXURE B: OPERATIONAL PERFORMANCE [Continued)

Transnet Port Terminal

•4*-.

ntoy Performance Area

1 financial

j Tariff increases

J
T
I

Service Delivery

(*y Performancs Indicator

slum on Total Averaoe Assets

verage Tariff Increase (Coniainere)

DweBTime

Moves per gross crane hour f t )

Train turnaround time

Truck tumafound time

Untt of Measure

%

%

2013/14 Target

2 5.8

56 1
DCT-Pier1

Imports

Exports

Transshipment1*'

DCT-Pfer2

- Imports

-Exports

Transshipment

CTCT

-Imports

- Exports

- Transshipment

DCT-Pter1

OCT-Pier 2

CTCT

Ngqura

DCT-Pier1

DCT-P»r2

CTCT

Saklanhate)

Richards Bay

Port Elizabeth

DCT • Pier 1

DCT-Pie.*2

CTCT

Ngqura

Richards Bay

Days

Days

.pays

pays
Days

Dsys

Pays

Days

Moves/GCH

Hours

Hours

Hours

Minutes

Hours

Hours

Minutes

Minutes

Minutes

Minute*

Minutes

£ 3

£ 5

£10

S3

£ 5

" -J
5 5

S15

123 J
* 3 Q " 1
a 32

Z32

£12 J
S12

£ 3 6

S35 I

«35 1
S35

S35

(el
TPT shall report on Movea/GCH for the Ports of Richard Bay and East London on a quarterly basis
Rakg process time inside tippler - Subject to service design review

Transnat Pipelines

K«y Performance Area

Service reliability

Capacity utilisation

Market share (a'

Key Performance Indicator
Ofdefed vs. Delivered volurres (% of delrverables
wiiningft of order)

Planned vs. Actual Delivery line { % of dellverabtes
within 2 hours of plan)

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

NMPP- Actual usage : capacity at the lime (MiAveeJO

Total petratei-Tn products

UnKefMtnure

%

Rand

RaUo

BrIQon litres

2013^4 Target

2SS

2 6 0

£122

£48:84

£ 18.75

RESTWCTEO
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ANNEXURE C: SOCIAL IMPACT

Human Capital

Kay Performance Area

Skflls development

Employment creation

Safely

Productivity

Training spend

Technician trainees

Engineering Tralneaa

Artisan trainees

Sector specific trainees

Jobs created (Transmit permanent employees)

DIFR (for afi Transmit operational divisions)

Employee fatalities

Revenue per employee i

Unit of Measure

% of personnol costs

Number of loamors

Number ofLoorners

Number of [earners

Number of learners

Number of jobs

Weighted average

Number of totalities

R milKon j

2013/14 Torgot

4.6

330

132

1550

1980

4336

0.75

0

0,98

'*' Transnot is requtrod to report on direct arrd fndlroct )ob9 created wfthin the quarterly and annual reports. Employment resulting from the procurement ectMty ehafl be reported
separetoty wttHn the qusrtorfy reports snd Annuei report.

Corporate Social Investment

Corporate Social Investment

Phetophepha 1 and Prratapheoha ll hoorth care trains

Denial treatment

Spectacles Issuod

Rural station In Eastern Cape, Northern
Cape. North West, Limpopo, Free State,
Kwazufu-Natal

Individual counseling

Counseling workBhopa

Teenage girts education

Health, dlobelic, cancer screening

Community volunteer training

J PreBCriplions

Total CSI budget

Operating btidgel

Paopfc

R257m

R95m

17,425

28.700

700

31.000

3.800

30.000

720

38125

to

O
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ANNEXURE C: SOCIAL IMPACT (Continued)

Other Social Dovolopmont

Educator Development

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

350 leachers

98% attendance

95% course completion

Learner performance Improvement (Maths.
Science. ErrgHsh): y r i : 5%; yr 2:10%

Results improvement in
Maths, science, English:

Y1:5%, Y2:10%

Orphan youth programme
Sports development

Container assistance

Transnet empfoyee volunteer programme (Inanda (Durban). Motherwell (PE), Dtopslool (Jhb)

FM2.3m

R2m

R30m

R10m

R26.4m

RESTRICTED 16
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ANNEXURE D: ECONOMIC IMPACT

«L

Key Performance Ares

Local Content

CSDP (SD value)

Skflls development

BSBEE

Black Women Owned

Stack Owned

Black Youth Owned

QSE/EME

People Lfving with Disability

Unit of Measure

% of total spend

% of contract value Invested in RSA

% of total spend

% of total epend

% of total spend

%fA to13' spend
% of tola! spend

% of lota) spend

% o l total spend

(1) With PPPFA
exemption

70

45
6

87

6
15
2

15

0.5

(a) Without PPPFA
exemption

70

35

6
70
5
10
0.5

10
0.25

QSE = Qualifying Small Enterprise (Annual lumover 5m-35m)
EME = Exempted Micro Enterprise (Annual turnover of <5m)

ANNEXURE E: SIGNIFICANCE AND MATERIALITY FRAMEWORK

TNs appendix sels out the standing In terms of Sections 54 of the PFMA and provides guidance (or (he determination of Lhe
materiality limit in terms of section 55 (2) of lhe PFMA

PFMA

S54(2)(d)

S54(2)(b)

S54(2)[c)

S4{2){0)

Description

Acquisition or disposal of a significant asset

Acquisition or disposal of a significant partnership, trust, joint
ventures, etc.

Acqufsilion or disposal of a significant shareholding in a
company.

Commencement of cessation of a significant business activity.

1

Exemption from Sectfon 54 of the PFMA

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

1. If partnership is specified in business plan.
2 If participation is no! specified In corporate

business plan but risk is R100m or below.

1. If participation or disposal Is specified In
corporate business plan.

2. If participation or disposal Is not specified In
corporate business plan but capital risk is
RiOOmor be tow.

1. If such commencement/cessation is specified in
corporate business plan.

2 If such commencement/cessation is not
specified In corporate business plan but capital
al risk is R100m or betow.

The Shareholder representative hereby determines the materiality limit for reporting In terms of section 55 (2) (b) (>). (ii) and (iii) is
R25 million.
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ANNEXURE F: CAPITAL EXPENDITURE

Project
f Estfanotod Total

Cost (ETC)
R'm

Dato of
comptotlon

(oJE3t. %
• completion at

yoar end
31/03/2013

T«rgot%
completion at

yoarond
31/03/2014

^'Schodulo
Performance!

Index

{c'co«
performance

imfex

Projects which hove ranched the execution phase - Front End Loading (FEL) 4

i.Coal Line expansion to 61 mt

2. Acquisition of 95 Electric LocomoUvss for GFB

3. Acquisition of wagons for MOS M

4. Noqura Container Terminal Ph2A

S. New MuKt-Produd Pipeline

6. Reconstruction of sheetpUo quaywatts at Maydon Wharf

7. Straddla earner replacomontWl

8. Acquisition of 465 Diesel JocorooHves for MDS volume growth

9. AcquteHton of 599 EiecWc Locomotives for MDS volume growth

5,100

2.059

19^95

Mar-10

Mar-14

• Beyond 2019

l.OOT Mar-14

23,400 Dec-13

1,514 | Der>16

1.309 Mar-16

13^62 Beyond 2019

18 32

10.2 20.7

10 , 19.60

10

76

14

0

0

24.8S4 Beyond 2019 0

65

98

15

11

0

0

a 0.90

fe0.90

is 0.90

2 0.90

2 0.90

£0,90

£0.90

£0.90

S0.90

2 0.90

2 0.90

a 0.90

2 0,90

2 0.90

E0.90

£0.90

2 0.GO

2 0.90

Projects which arc yot to roach tha exocution phaso

j 10. Expansion of lha Ore Line lo B2,5m110 . 10.888 Dec-17 FEL 3: 23

11. Coal export fcne expansion to 97 Mtpa (" j 0,219 ( Bayond 2019 0

! 12. ManganoBa oxpensionlo 16mt'J

13. Swaziland rail link (f)

14. Watefberg oxpanskKi to 16mt

11,345

5.000

5.090

15. Deopening of DCT bertha 4.SO0

MOT-21

Mar-18

Seyond 2019

Mar-19

FEL 3: 71

FEL 2: 75
FEL 3:4

FEL 3: 26

0

FEL 3:100

0

FEL 3: 100

FEL 2: 100
FEL 3:100

FEL3:1OO

0

nn

nn

na

na

na

na

na

na

na

na

na

na

(a) Percentage of completion certified as per acceptable standards
(b) Schoduted Performance lndex=Bud9et cost of work performed/Budget of work scheduled
(c) Cost Poriwmance Indojc-Budgetod coste of work porfumed/Actual cost of work pefftxm
(d) The majority of projects making up these grounds do not yet have tho appropriate Delegation of Authority approval.
(e) The majority of projecl3 making up those Major groups are a\ various FEL stages and therefore there Estimated TotatCoat-fisut^sctchange
(T) Updated risk essassmont por project roported on quarterly basis.
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ANNEXUREG: ENERGY EFFICIENCY

Electricity Energy Efficiency

Division

TFR Traction

TFR Real Estate

TP

TPL

TPT

TNPA

TRE

Unit of Measure

gtK/kWh

kWh/m2

kWh

Bun/kWh

lon/kWh

employee/kWh

man-ftour/kWh

% Efficiency gain
YoY
2 1%

2 2%

*5%

2 1 %

2 2%

2 4%

2 4%

Fuel Energy Efficiency

Division

TFR Traction

TPT

TRE

Unit of Measure

glWIilrc

lon/ilre

man-hour/litre

°/D Efficiency gain
YoY
2 1%

£ 2 %

Reporting Standards applied

Suslainabiilty Report 2013

Integrated Report 2013

Global Reporting Initiative Guidelines, Untied Nations
Global Compacl Principles

King III, Companies Act, inlemaHonal Integrated Reporting
Council framework
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EXHIBIT 9

I certify that this is the new Memorandum of Incorporation which
was adopted in terms of a Special Resolution of the sole
Shareholder of the Company dated 25 June 2013

995

REPUBLIC OF SOUTH AFRICA

COMPANIES ACT, 2008

MEMORANDUM OF INCORPORATION FOR A STATE OWNED COMPANY

Name of Company: TRANSNET SOC LTD

Registration number: 1990/000900/30

which is referred to In the rest of this Memorandum of Incorporation as the "Company".

This Memorandum of Incorporation was adopted by Special Resolution passed on

2013 in substitution for the existing Memorandum of Incorporation (consisting of

a Memorandum and Articles of Association) of the Company and signed by the Chairperson for purposes of

identification.

Preamble

The Company is a pre-existing company as contemplated in Item 2 of Schedule 5 of the Act and exists in

accordance with the Enabling Legislation to carry on business in all aspects and branches of transport and

harbour operations, it being recorded that the Company is also subject to the provisions of the PFMA. The

Government is the sole Shareholder of the Company and the rights attached to such Shares are exercised

by the Minister. The Company now wishes to adopt this Memorandum of Incorporation in order to bring its

constitution in line with the Act

The Annexures attached to this Memorandum of Incorporation are incorporated into, and form an integral

part of, this Memorandum of Incorporation.
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1. INTERPRETATION

In this MO):-

1.1. words that are defined in the Act (which are contained in Annexura A for ease reference),

but not defined in this MOI will bear the same meaning in this MO) as in the Act For ease of

reading, such terms have been capitalised in this MOI;

1.2. unless the context provides or requires otherwise:-

1.2.1. "Act" means the Companies Act, No. 71 of 2008 or any legislation which

replaces it;

~ 1.2.2. "APA" means the Auditing Profession Act, No. 26 of 2005 or any legislation

™ which replaces it;

1.2.3. "Applicable Legislation" means any legislation, regulation, rules of practice of

all the Courts in the Republic, by-law, policy or directive document presently in

existence or coming into existence after the Effective Date and during the term

of this MOI which is applicable to the Company or its Subsidiaries;

1.2.4. "Board" means the "board of directors" of the Company from time to time, as

defined in the Act, which is also the accounting authority for purposes of the

PFMA,

1.2.5. "Chairperson" means the person who is appointed as the chairperson of the

Board and the Company, in accordance with clause 17.2;

1.2.6. "Company" means Transnet SOC Ltd, registration number 1990/000900/30, or

by whatever other name it may be known from time to time;

1.2.7. "Company Secretary" means the Person who is appointed as the company

secretary from time to time, in accordance with the provisions of section 86 and

clause 26 of this MOI;

1.2.8. "Corporate Plan" means the three year plan of the Company as contemplated

in the PFMA read with the Treasury Regulations, which plan must include (but

is not limited to) -

1.2.8.1, strategic objectives and outcomes identified and agreed on by the

executive authority in the Shareholder's Compact;

1.2 8.2. strategic and business initiatives as embodied in business function

strategies;
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1.2.8.3. key performance measures and indicators for assessing the

Company's performance in delivering the desired outcomes and

objectives;

1.2.8.4. a risk management plan;

1.2.8.5. a fraud prevention plan;

1.2.8.6. theSMF;

1.2.8.7. a financial plan addressing -

1.2.8.7.1. quarterly projections for the first year of revenue,

expenditure and borrowings against annual targets;

V ' 1.2.8.7.2. asset and liability management;

1.2.8.7.3. cash flow projections;

1.2.8.7.4. capital expenditure programmes;

1.2.8.7.5. dividend policies; and

1.2.8.7.6. such other issues as may be required In terms of

the PFMA from time to time;

1.2.9. Deliver" means deliver in the manner in which the Company is entitled to give

notice or deliver documents in accordance with clause 30 and the Act, including

Table CR3 of the Regulations, which is attached hereto as Annexure C and

^ f c 'Delivered' and 'Delivering' shall have the corresponding meaning as the

context may indicate;

1.2.10. JDoA" means the Delegation of Authority Framework approved by the Board

from time to time;

1.2.11. "Electronic Address" means in regard to Electronic Communication, any email

address furnished to the Company by the Shareholder;

1.2.12. "Enabling Legislation" means the Legal Succession to the South African

Transport Services Act, No. 9 of 1989, or any legislation which replaces it;

1.2.13. "Gazette" means the Government Gazette of the Republic;

1.2.14. "Government" means the Government of the Republic, which includes for the

purposes of this MOI, the "State" being the Republic;
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1.2.15. "Group Chief Executive" means the group chief executive of the Company;

1 2 16 "Group Chief Financial Officer" means the group chief financial officer of the

Company;

1.2.17. "Guidelines" means the 'guidelines for the appointment of a Chief Executive

Officer for a State Owned Enterprise' as issued by the Shareholder from time to

time;

1.2.18. "Ineligible or Disqualified" means ineligible or disqualified as contemplated in

the Act (a list of which is in Annexure B for ease of reference but which does

not form part of this MOI for purposes of interpretation) or as contemplated in

clause 17.9.3.1 which shali apply not only to Directors but also to Prescribed

Officers, members of Board and statutory committees and the Company

Secretary;

1.2.19. "Minister" means the Minister of Public Enterprises in his capacity as the

representative of the Government and the executive authority (as defined in the

PFMA) of the Company, or if any other Minister is designated as being the

representative of the Government or the executive authority with respect to the

Company, then that Minister acting in such capacity;

1.2.20. "MOI" means this Memorandum of Incorporation;

1.2.21. "Month" means a calendar month;

1.2.22. "Ordinary Resolution" means a resolution adopted with the support of more

than 50% (fifty per cent) of the Voting Rights Exercised on the resolution at a

Shareholder's Meeting, or by the Shareholder acting other than at a meeting, as

contemplated in section 60;

1.2.23. "PAA* means the Public Audit Act, No. 25 of 2004 or any legislation which

replaces it;

1.2.24. "PFMA" means the Public Finance Management Act, No. 1 of 1999, or any

legislation which replaces it;

1.2.25. "Prescribed Officer" means a Person who, within a company, performs any

function that has been designated by the Minister of Trade and Industry in terms

of section 66(10), read with Regulation 38;

.,2.26. "Present" shall have the meaning ascribed to the terms "present at a meeting"

in the Act;
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1.2.27. "Remuneration Policy" means the remuneration policy of the Company which

will include and incorporate "Remuneration Guidelines" and/or "Standards" on

remuneration issued by the Minister from time to time as confirmed by the

Company on an annual or biannual basis as contemplated in clause 15.1.1.3;

1.2.28. "Remuneration, Social and Ethics Committee" means the Board committee,

appointed in accordance with the provisions of clause 23 of the MOI, sections

72(1). 72(4) to 72(10) and Regulation 43;

1.2.29. "Republic" means the Republic of South Africa;

1.2.30. "Securities Services Act" means the Securities Services Act, No. 36 of 2004, or

any legislation which replaces it;

V. .--' 1 2.31. "Shareholder" means the Government represented by the Minister;

1.2.32. "Shareholder's Meeting" means with respect to any particular matter

concerning the Company, a meeting of the Shareholder who is entitled to

Exercise Voting Rights in relation to that matter;

1.2.33. "Shareholder's Compact" means the shareholder's compact, being an

agreement entered into in terms of the Treasury Regulations, between the

Shareholder and the Board, on an annual basis;

1.2.34. "Sign" and "Signature" include, respectively, lithography, printing, electronic

signature or signing by a mechanical or electronic process or means;

1.2.35. "SMF" means the significance and materiality framework applicable to the

Company, developed under Treasury Regulations;

1.2.36. "Special Resolution" means a resolution adopted with the support of at least

75% {seventy five per cent) of the Voting Rights Exercised on the resolution at a

Shareholder's Meeting or by trie Shareholder acting other than at a meeting, as

contemplated in section 60;

1.2.37. "Strategic Intent Statement" means the primary tool used by the Shareholder

to communicate its expectations of the Company strategy and which contains

the Company's strategic purpose, scope of business, core business,

consultation thresholds or investment strategy developed by the Shareholder in

consultation with sector departments. National Treasury and the Presidency of

the Republic and taking into account an assessment of the interaction between

the policy and regulatory environment with the financial and operational goals of
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the Company to ensure shareholder value optimisation and achievement of

wider socio-economic objectives;

1.2.38. "Strict Liability" means a legal responsibility imposed by the Enabling

Legislation and Applicable Legislation or incurred without the necessity to prove

that a Director was negligent or directly at fault or criminally intent, regardless of

culpability, in respect of damages and/or loss caused by a Director's acts and/or

omissions;

1.2.39. "Treasury Regulations" means the regulations issued by the National Treasury

in terms of section 76 of the PFMA and any amendment thereof or substtution

therefor from time to time;

1.2.40. "Voting Rights", with respect to any matter lo be decided by the Company,

means the rights of the Shareholder to vote in connection with that matter;

1.2.41. "Writing" and "Written" includes Electronic Communication but as regards any

Shareholder entitled to vote, only to the extent that such Shareholder has

notified the Company of an Electronic Address; and

1.2.42. 'Written Resolution" means a resolution passed other than at a -

1.2.42.1. Shareholder's Meeting, which -

1.2.42.1.1, was submitted for consideration to the Persons

entitled to Exercise Voting Rights in relation to the

resolution; and

1.2.42.1.2. was voted on by the Shareholder or by a duly

authorised representative at least 75% (seventy five

percent) of the Persons entitled to vote

contemplated in clause 15 by signing a resolution in

counterparts within 10 (ten) Business Days after the

resolution was submitted to them;

1.2.42.2. meeting of the Board, in respect of which, subject to clause 1 7.6.10,

75% (seventy per cent) of all of the Directors voted in favour by

signing in Writing a resolution in counterparts, within 10 (ten)

Business Days after the resolution was submitted to them.

1.3. Words importing the singular number shall include the plural number and vice versa.

1.4. Words importing any one gender shall include the other two genders.
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1.5. Words importing natural persons shall include Juristic Persons (whether corporate or not

and including partnerships and trusts) and vice versa.

1.6. Any reference to a section by number in this WOI shall be a reference to the corresponding

section in the Act, unless otherwise stated.

1.7. Reference to any provision of the Act, and the Applicable Legislation shall include such

provision as amended or re-enacted from time to time and includes any subordinate

legislation made from time to time under the Act, or the Applicable Legislation. Any

reference to a particular section in the Act, and the Applicable Legislation is to that section

as at the date of adoption of this MOI, and as amended or re-enacted from time to time

and/or an equivalent measure in the Act, and the Applicable Legislation, provided that if as a

result of such amendment or re-enactment, the specific requirements of a section referred to

In this MOI are changed, the relevant provision of this MOI shall be read also as if it had

been amended as necessary, without the necessity for an actual amendment.

1.8. Reference to a Shareholder represented by proxy shall include a Shareholder, entitled to

vote, represented by an agent appointed under a general or special power of attorney and

reference to a Shareholder, entitled to vote, Present at a Shareholder's Meeting or acting in

person and shall include Juristic Persons or corporations represented by a duly authorised

representative or acting in the manner prescribed by the Act, or the Applicable Legislation.

1.9. Subject to the preceding clause, any term or words or expressions defined in the Act, the

Enabling Legislation, or the Applicable Legislation shall, unless the context otherwise

requires, bear the same meaning in this MOI ascribed to it in the Act, the Enabling

Legislation, or the Applicable Legislation in which they are defined. If any term is defined

within the context of any particular clause in the MOI, the term so defined, unless it is clear

from the clause in question that the term so defined has limited application to the relevant

clause, shall bear the meaning ascribed to it for all purposes in terms of this MOI,

notwithstanding that that term has not been defined in this interpretation provision.

1.10. If the provisions of this MOI are in any way inconsistent with the provisions of the Act, the

provisions of the Act shall prevail, and this MOI shall be read in all respects subject to the

Act

1.11. The rule of construction that a contract shall be interpreted against the party responsible for

the drafting or preparation of the contract, shall not apply to this MOI.

1.12. Headings are intended for reference purposes only and shall not be taken into account in the

interpretation of this MOI.
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1.13. The words "include", "including" and "in particular" shall be construed as being by way of

example or emphasis only and shall not be construed, nor shall they take effect, as limiting

the generality of any preceding woraVs.

1.14. Any reference in this MOI to any other agreement or document shall be construed as a

reference to such other agreement or document as same may have been, or may from time

to time be, amended, varied, novated or supplemented.

1.15. The words "other" and "otherwise" shall not be construed eiusdem generis with any

preceding words where a wider construction is possible.

2 PRELIMINARY

Subject to section 5(4) and notwithstanding the omission from this MO! of any provisions to that

effect, the Company may do anything that the Act and/or the PFMA and/or Applicable Legislation

empowers it to do, even if not specifically so authorised by the MOI.

3. INCORPORATION AND NATURE OF THE COMPANY

3.1. The Company is a pre-existing Company incorporated on 19 February 1990 and is a State-

Owned Company as defined in the Act.

3.2. The Company is incorporated In accordance with and governed by;-

3.2.1. the Enabling Legislation,

3.2.2. thePFMA;

3.2.3. the unalterable provisions of the Act;

3.2.4. the alterable provisions of the Act, subject to the limitations, extensions and

variations set out in this MOI;

3.2.5. the provisions of this MOI; and

3.2.6. any other Applicable Legislation.

4 POWERS AND CAPACITY OF THE COMPANY

4.1. The Company has the powers and capacity of an Individual, unless otherwise provided in

this MOI.

4.2. The Shareholder may ratify any action by the Company or the Board which is inconsistent

with any limit, restriction or qualification.
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4.3. To the extent that the Company has wholly-owned Subsidiaries, the applicable principles

contained in this MOI which apply to the Company by virtue of it being a State-Owned

Company under the portfolio of the Department of Public Enterprises shall apply to such

Subsidiaries of the Company for the same reason.

Financial

4.4. The Company shall not, without the prior Written approval of the Shareholder:-

4.4.1. enter into any transaction which exceeds or falls outside of the limits prescribed

by the Shareholder's Compact or the SMF; or

4.4.2. establish or participate in -

^ P 4.4.2.1. the establishment of a company; or

4.4.2.2. a significant partnership, trust, unincorporated joint venture or

similar arrangement; or

4.4.3 acquire or dispose of a significant shareholding in a company or a significant

asset; or

4.4.4. dispose of movable assets (excluding sale of scrap) of a value exceeding the

limits prescribed by the Shareholder's Compact or the SMF; or

4.4.5. commence or cease a significant business activity; or

4.4.6. commit the Company or its Subsidiaries to borrowings which confer rights to a

lender to convert debt into shares of any kind; or

4.4.7. undertake or agree to a significant change in the nature or extent of the

Company's interest in a significant partnership, trust, unincorporated joinl

venture or similar arrangement; or

4.4.8. increase, reduce or alter the Share capital of the Company and the allotment,

issue or other disposal of Shares (except for Shares allotted under the group

share incentive scheme of the Company, if any); or

4.4.9. declare dividends, or make any Distributions, subject to and in accordance with

the provisions of clause 15.1.1.13; or

4.4.10. approve the strategic objectives of the Company and any subsequent material

changes in the strategic direction,

The Board's power to affect borrowing
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4.5. Subject to the provisions of the PFMA (and, in particular, section 66 of the PFMA), the Board

may raise or borrow from time to time for the purposes of the Company, or secure the

payment of, such sums as is in accordance with its Corporate Plan and the borrowing

programme submitted to the Shareholder, unless otherwise determined by the Shareholder

under clause 4.5

4.5.1. The Board may not -

4.5.1.1. issue a guarantee, indemnity or security; or

4.5.1.2. enter into any other transactions that bind, or may bind, the

Company or the Revenue Fund as defined in the PFMA to any

future financial commitment,

unless -

4.5.1.3. the provisions of the PFMA, in particular, section 66 thereof, are

complied with; and

4.5.1.4. if the guarantee, indemnity, security or transaction exceeds the

financial limits as prescribed by the Shareholder under clause 4.5,

the prior Written consent of the Shareholder is obtained.

4.5.2. Subject, at afl times to the PFMA, the Shareholder may, from time to time:-

4.5.2.1. specify any limitations regarding the general authority of the

Company to raise or borrow funds, from time to time, for the

purposes of the Company, or secure the payment of, such sums;

and/or

4.5.2.2. prescribe a financial limit for the issue of guarantees, indemnities,

Securities or the entering into of other transactions, in terms of

which specific Shareholder approval is not required where such

transactions are not as contemplated in the borrowing programme

submitted.

4.5.3. The Board shall, in accordance with the PFMA and the Applicable Legislation,

consider and determine the funding structures of the Company having regard to

the funding requirements of the Company from time to time.

Regulatory

4.6. The Company shall not, without the prior Written approval of the Shareholder:-
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4.6.1. approve the terms and conditions of the Company's rights issues, public offers,

capital issues or Issues of convertible Securities including Shares or convertible

Securities issued for acquisitions; or

4.6.2. authorise the issue prospectuses for Shares, placing documents, listing

particulars, rights offers or takeover or merger documents; or

4.6.3. decide to list the Company's Shares on any stock exchange or to terminate any

such listing.

4.7. In addition to the limitations and restrictions set out in clause 4.3, 4.4, 0 and 4.6 -

4.7.1. the Board shall ensure that -

m 4.7.1.1. the proposed Shareholder's Compact for the following Financial

V . - • Year be submitted lo the Shareholder by 30 September each year;

4.7.1.2. the annual budget and the Corporate Plan of the Company shall be

presented and/or submitted to the Shareholder, prior to 28 February

each year; and

4.7.1.3. the Company discloses to the Shareholder all changes to terms and

conditions of trade which may result in a Material impact on the

Company.

4.8. The Shareholder may, after consultation with the Board, issue directives to the Board

regarding the mandate and objectives of the Company if it is reasonably necessary to do so.

5 AMENDMENTS TO THE MOI

• L
5.1. Save for correcting errors substantiated as such from objective evidence or which are self-

evident errors (including, but without limitation eiusdem generis, spelling, punctuation,

reference, grammar or similar defects) in the MOf, which the Board is empowered to do, all

other amendments of the MOI shall be effected in accordance with sections 16(1) and 16(4),

and to the extent necessary, the Applicable Legislation and the provisions of this MOi.

5.2. The Board shall publish a notice of any such correction effected by the Board on the

Company's website.

6. THE MAKING OF RULES

The Board of the Company shall not be entitled to make any Rules, as defined in the Act.

7. AUTHORISED SHARES IN THE CAPITAL OF THE COMPANY
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7.1. It is recorded that as at the date of this MOI, the Company has an authorised share capital of

30 000 000 000 (thirty billion) ordinary Shares with a par value of R1.00 {one rand) each and

12 660 986 310 (twelve billion, six hundred and sixty million, nine hundred and eighty six

thousand, three hundred ten) ordinary Shares with a par value of R1.00 {one rand) each in

issue.

7.2. The issued and unissued Shares shall:

7.2.1. have ordinary Voting Rights attached to such shares in respect of every matter

that may be decided by voting; and

7.2.2, shall rank after all other classes of Shares in the Company which do not rank

pan passu with the ordinary Shares as regards Distributions and returns of

capital, but save as aforesaid shall be entitled to receive the net assets of the

/ ; ) Company upon its liquidation.

7.3. The Board shall not have the power to amend the authorised share capital (including

increasing or decreasing the number) and the classification of such shares (including

determining rights and preferences) as contemplated in section 36(2)(b) or 36(3).

7.4. To the extent that the Company immediately before the Effective Date has authorised but

unissued par value Shares in its capital of a class of which there are issued Shares, the

unissued Shares of that class may be issued at par or at a premium or at a discount.

7.5. All or any of the rights, privileges or conditions for the time being attached to any class of

Securities of the Company may, (unless otherwise provided by the terms of issue of the

Securities of that class) whether or not the Company is being wound up, be varied with the

sanction of a Special Resolution at a separate meeting of the Shareholder. The provisions of

this MOI relating to Shareholder's Meetings shall mutatis mutandis apply to any such

separate meeting except that -

7.5.1. the necessary quorum shall be 50% (fifty per cent) of all Voting Rights that are

entitled to be exercised in respect of that class of Shares;

7.5.2. if at any adjourned or postponed meeting of the Shareholders, the required

quorum contemplated in clause 7.5.1 is not present, those Persons entitled to

vote who are Present shall be a quorum.

6. PRE-EMPTION ON ISSUE OF ORDINARY SHARES

There shall be no rights of pre-emption in respect of the issue of ordinary Shares.

9. AUTHORITY TO ALLOT AND ISSUE AUTHORISED SHARES AND SECURITIES
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9.1. The Board shall not have the power to allot or issue Shares, options relating to such Shares

and secured and unsecured debt instruments as contemplated in section 43.

9.2. The Board may not issue capitalisation Shares or offer a cash payment in lieu of awarding a

capitalisation Share as contemplated in section 47.

9.3. As regards the issue o f -

9.3.1. Shares contemplated in sections 41(1) and (3), the Board shall not have the

power to allot or issue same without the prior approval by a Special Resolution;

9.3.2. secured and unsecured debt instruments to which special privileges are to be

granted as contemplated in section 43(3). the Board shall not have the power to

allot or issue same without the prior approval of an Ordinary Resolution; or

v_/ 9.3.3. other Securities, the Board shall not have the power to allot or issue same

without the prior approval of an Ordinary Resolution.

9.4. Any such approval may be In the form of a general authority to the Board, whether

conditional or unconditional, to allot or issue any such Securities contemplated in

clauses 9.3.1 and 9.3.3 in their discretion, or in the form of a specific authority in respect of

any particular allotment or issue of such Securities contemplated in clauses 9.3.1 and 9.3.3.

Such authority shall endure for the period provided in the Ordinary Resolution or Special

Resolution in question but may be revoked by Ordinary Resolution or Special Resolution, as

the case may be, at any time.

9.5. The Board shall determine the terms of any trust agreement contemplated in

section 40(5}(b) in respect of the issue of any Shares by reason of not having been fully paid

for upon the issuing thereof.

10. CERTIFICATES EVIDENCING ISSUED SECURITIES AND SECURITIES REGISTER

10.1. The Securities issued by the Company shall be evidenced by certificates, which shall
•»

contain the information specified in section 51(1), and which shall be issued in the manner

prescribed in section 51.

10.2. The Company shall establish and keep a register of its issued Shares at its Registered

Office in the manner specified in section 50 and the Regulations.

11. PROHIBITION REGARDING BENEFICIAL INTERESTS

The Company shall not permit Shares to be held by, and registered in the name of, one Person for

the Beneficial Interest of another, as contemplated in section 56(1).
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12. RESTRICTION ON THE TRANSFER OF SHARES

In addition to any prescribed obligations which the Shareholder may agree to, the Company shall not

transfer Shares without the prior Written consent of the Shareholder.

13 SHAREHOLDER'S AND DIRECTORS' RIGHT TO INFORMATION

13.1, Save as contemplated in clauses 13.2 and 13.3, the Shareholder does not have any

additional rights to access to information other than the rights to access to information as

contemplated section 26 read with Regulation 24 and the Applicable Legislation.

13 2. The Board shall procure that detailed management accounts of the Company and its

Subsidiaries, inclusive of progress made against the Corporate Plan, shall be prepared on a

quarterly basis and submitted to the Shareholder within the Month after the end of the

quarter in respect of which such accounts are being prepared Such management accounts

shall be circulated on a quarterly basis to each Director of the Board and the Shareholder.

13.3. Any Director or the Shareholder shall be entitled to request from time to time such

accounting and other information as may be reasonably required by such Director or the

Shareholder.

14. RECORD DATE

14.1. If, at any time, the Board fails to determine a Record Date as contemplated in section 59 the

Record Date for the relevant action or event is as determined in accordance with section

59(3)

14.2. Notwithstanding the provisions of clause 14.1 if the Board determines the Record Date, il

may not be earlier than the date on which the Record Date is determined or more than 10

(ten) Business Days before the date on which the event or action, for which the Record Date

is being set, is scheduled to occur.

14.3. If, at any time, the Board fails to determine a Record Date, the Record Date for the relevant

matter is -

14.3.1. in the case of a Shareholder's Meeting, the latest date by which the Company is

required to Deliver to Shareholders entitled to vote, notice of that Shareholder's

Meeting; or

14.3.2. in any other case, the date of the action or event.

14.4 The Company must publish a notice of a Record Date for any matter by -

14.4.1. Delivering a copy to the Shareholder (and clause 30.3 shall not apply); and
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14.4.2. posting a conspicuous copy of the notice -

14.4.2.1. at its Registered Office; or

14.4.2.2. on its website, if it has one.

15. SHAREHOLDER'S MEETINGS AND WRITTEN RESOLUTIONS

15.1. Conveninq of Shareholder's Meetings and Annual General Meetings

15.1.1. The Company or, for so long as the Government is the sole Shareholder, the

Minister shall convene an Annual General Meeting once in every calendar year,

but not more than 15 (fifteen) Months after the date of the previous Annual

General Meeting, or within an extended time allowed by the Companies

P Tribunal, on good cause shown, which must, at a minimum, provide for the

V ' following business to be transacted -

15.1.1.1. presentation of the integrated Annual Report, comprising of -

15.1.1.1.1. the Directors' report;

15.1.1.1.2. audited Financial Statements for the immediately

preceding Financial Year;

15.1.1.1-3. an audit committee report;

15.1.1.1.4. the external Auditors' report,

15.1.1.1.5. Remuneration, Social and Ethics Committee report;

15.1.1.2. appointment of Directors, to the extent required by the Act or the

MOI;

15.1.1.3. consideration of the Remuneration Policy of the Company and

confirmation that such Remuneration Policy is in accordance with

the standards and/or guidelines issued by the Minister:

15.1.1.4. approval of the remuneration payable to Directors (both executive

and non-executive) and members of the executive committee of the

Company, by Special Resolution (except where Directors

remuneration has been approved by the Shareholder by Special

Resolution within the previous 2 (two) years) although this may be

reviewed on an annual basis if so required by the Shareholder):
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15.1.1.5. approval of the Auditor for the current Financial Year (subject to the

provisions of section 84{3) of the Act);

15.1.1.6. noting of the audit fees for the previous Financial Year under

review;

15.1.1.7. authorising the audit committee to determine the audit fees for the

current Financial Year;

15.1.1.8. appointing the audit committee subject to clause 22,

15.1.1.9. consideration of the Strategic Intent Statement;

15.1.1.10. noting of the Shareholder's Compact for the current Financial Year;

i) 15.1.1.11. the approval and/or consideration of the Shareholder's Compact for

the following Financial Year;

15.1.1.12. the approval and/or consideration of the SMF;

15.1.1.13. approval, of the Shareholder, of a Distribution (if applicable), which

shall have been approved by the Board prior to the Annual General

Meeting in accordance with any Distribution policies applicable to

the Company, from time to time and the provisions of clause 28;

15.1.1.14. consideration of the performance of the Board through the Board

Performance Appraisal report; and

15.1.1.15. any matters raised by the Shareholder, with or without advance

notice to the Company; and

15.1.1.16. confirmation of the Remuneration, Social and Ethics Committee

members.

15.1.2. The Company shall, as determined by the Board, either-

15.1.2.1, hold a Shareholder's Meeting in order to consider one or more

resolutions; or

15.1.2.2. as regards such resolution/s that could be voted on at a

Shareholder's Meeting, other than an Annual General Meeting,

instead require them to be dealt with by Written Resolution

contemplated in dause 1.2.42.1.
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15.1.3. Within 10 (ten) Business Days after a Written Resolution is adopted, the

Company must Deliver a statement describing the results of the vote, consent

process, or election to every Shareholder who was enLilied to vote on or

consent to the Written Resolution.

15.1.4. A Company must hold a Shareholder's Meeting or put the proposed resolution

by way of a Written Resolution contemplated in clause 1.2.42:-

15.1.4.1. at any time that the Board is required by the Act or the MOl to refer

a matter to Shareholders entitled to vote for decision;

15.1.4.2. whenever required to fill a vacancy on the Board.

15.1.5. Each proposed resolution shall be expressed with sufficient clarity and

specificity and accompanied by sufficient information / explanatory material to

enable a Person who is entitled to vote on the resolution to determine whether

to participate in the Shareholder's Meeting, if applicable, and to seek to

influence the outcome of the vole on the resolution. Once a resolution has been

approved, it may not be challenged or impugned on the ground that it did not

comply with the aforegoing.

15.1.6. The Board or, for as long as the Government is the sole Shareholder, the

Minister may, whenever she/he thinks fit, convene a Shareholder's Meeting or

put a proposed resolution by way of a Written Resolution contemplated in

clause 1.2.42.1. A Shareholder's Meeting must be convened or the Board must

put the proposed resolution by way of a Written Resolution contemplated in

clause 1.2.42.1 if one or more Written and signed demands for such a

Shareholder's Meeting or Written Resolution is/are delivered to the Company,

and —

15.1.6.1. each such demand describes the specific purpose for which the

Shareholder's Meeting is proposed; and

15.1.6.2. in aggregate, demands for substantially the same purpose are

made and signed by the Shareholders at the earliest time specified

in any of those demands, of at least 10.0% (one hundred percent) of

the Voting Rights entitled to be exercised in relation to the matter

proposed to be considered at the Shareholder's Meeting.

15.1.7. Written Resolutions contemplated in clause 1.2.42.1, will be passed ff signed by

a majority of at least 75% (seventy five percent) of the Persons entitled to

exercise sufficienl Voting Rights for it to have been adopted as an Ordinary or
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Special Resolution, as the case may be, at a properly constituted Shareholder's

Meeting.

15.1.8. The authority of the Company to conduct a Shareholder's Meeting entirely by

Electronic Communication, or to provide for participation in a Shareholder's

Meeting by Electronic Communication so long as the Electronic Communication

employed ordinarily enables all Persons participating in that Shareholder's

Meeting to communicate concurrently with each other without an intermediary,

and to participate reasonably effectively in the Shareholder's Meeting, as set

out in section 63(2), is not limited or restricted.

15.2. Notice of Shareholder's Meetings

15.2.1. A Shareholder's Meeting shall be called by at least 15 (fifteen) Business Days'

notice Delivered by the Board (and for this purpose clause 30.3 shall not apply)

to all Shareholders entitled to vote or otherwise entitled to receive notice.

15.2.2. The Company or, for as long as the Government Is the sole Shareholder, the

Minister may call a Shareholder's Meeting with less notice than required by

clause 15.2.1, but such a Shareholder's Meeting may proceed only if every

Person who is entitled to Exercise Voting Rights in respect of any item on the

meeting agenda:-

15.2.2.1. acknowledges actual receipt of the notice;

15.2.2.2. is Present at the Shareholder's Meeting; and

15.2.2.3. votes to waive the required minimum notice of the Shareholder's

Meeting.

15.2.3. A Shareholder entitled to vote, who is Present at a Shareholder's Meeting -

15.2.3.1. is regarded as having received or waived notice of the

Shareholder's Meeting;

15.2.3.2. has a right to—

15.2.3.2.1. allege a Material defect in the form of notice for a

particular Item on the agenda for the Shareholder's

Meeting; and

15.2.3.2.2. participate in the determination whether to waive

the requirements for notice, if at least the required
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minimum notice was given, or to ratify a defective

notice; and

15.2.3.3. except to the extent set out in clause 15.2.4.2 is regarded to have

waived any right based on an actual or alleged Material defect in the

notice of the Shareholder's Meeting.

15.2.4. A notice of a Shareholder's Meeting must be in Writing, in plain language and

must include:-

15.2.4.1. the date, time and place for the Shareholder's Meeting, and the

Record Date for the Shareholder's Meeting;

15.2.4.2. the general purpose of the Shareholder's Meeting, and any specific

purpose contemplated in clause 15.1.1, if applicable;

15.2.4.3. in the case of the Annual General Meeting a summarised form of

the Financial Statements to be presented and directions for

obtaining a copy of the complete annual Financial Statements for

the preceding Financial Year;

15.2.4.4. a copy of any proposed resolution of which the Company has

received notice, and which is to be considered at the Shareholder's

Meeting, and a notice of the percentage of Voting Rights that will be

required for that resolution to be adopted;

15.2.4.5. a reasonably prominent statement:-

15.2.4.5.1. that a Shareholder entitled to attend and vote at the

Shareholder's Meeting shall be entitled to appoint a

proxy to attend, participate in, speak and vote at the

Shareholder's Meeting in the place of the

Shareholder entitled to vote or give or withhold

Written consent on behalf of the Shareholder

entitled to vote to a decision by Written Resolution

contemplated in clause 1.2.42.1;

15.2.4.5.2. that a proxy need not be a Shareholder;

15.2.4.5.3. that a Shareholder entitled to vote may appoint

more than 1 (one) proxy to exercise Voting Rights

attached to different Shares held by that

Shareholder entitled to vote In respect of any
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Shareholder's Meeting and may appoint more than

1 (one) proxy to exercise Voting Rights attached to

different Shares held by Ihe Shareholder which

entitle her/him/it to vote;

15.2.4.5.4. that the proxy may delegate the authority granted to

her/him/it as proxy, subject to any restriction in the

proxy Itself;

152.4.5.5. that participants in a Shareholder's Meeting are

required to furnish satisfactory identification in

terms of section 63(1) in order to reasonably satisfy

the Person presiding at the Shareholder's Meeting

P that the right of that person to participate and vote.

V ' either as the Shareholder, or as a proxy for the

Shareholder, has been reasonably verified;

15.2.4.5.6. of the availability of that participation in the

Shareholder's Meeting by Electronic

Communication, and provide any necessary

information to enable Shareholders entitled to vote

or their proxies to access the available medium or

means of Electronic Communication and advise

that access to the medium or means of Electronic

Communication is at the expense of the

Shareholder entitled to vote or proxy, except to the

extent that the Company determines otherwise.

•u.
15.2.5. A Shareholder's Meeting may proceed notwithstanding a Material defect in the

giving of the notice, subject to clause 15.2.7, only if every Person who is entitled

to Exercise Voting Rights in respect of each item on the agenda of the

Shareholder's Meeting is Present at the Shareholder's Meeting and votes to

approve the ratification of the defective notice.

15.2.6- If a Material defect in the form or manner of giving notice of a Shareholder's

Meeting relates only to one or more particular matters on the agenda for the

Shareholder's Meeting;-

15.2.6.1. any such matter may be removed from the agenda, and the notice

remains valid with respect to any remaining matters on the agenda;

and
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15.2.6.2. the Shareholder's Meeting may proceed to consider a removed

matter, if the defective notice in respect of that matter has been

ratted.

15.2.7, An immaterial defect in the form or manner of Delivering notice of a

Shareholder's Meeting, or an accidental or inadvertent failure in the Delivery of

the notice to any particular Shareholder !o whom it was addressed, if the

Company elects to do so, does not invalidate any action taken at the

Shareholder's Meeting,

15.3. Meeting quorum and adjournment and postponement

15.3.1. Business may be transacted at any Shareholder's Meeting only while a quorum

tk is Present.

15.3.2. The quorum necessary for the commencement of a Shareholder's Meeting or

for a matter to be considered at a Shareholder's meeting shall be the Minister

Present in person or represented by proxy.

15.3.3. If within 30 (thirty) minutes from the time appointed for the Shareholder's

Meeting to commence, a quorum is not Present, the Shareholders Meeting shall

be postponed, without motion, vote or further notice, subject to clause 15.4.1, to

the date, time and place as agreed to by the Shareholder as soon as

reasonably practicable, after the date of such postponed or adjourned meeting.

15.3.4. A Shareholder's Meeting, or the consideration of any matter being debated at

the Shareholder's Meeting, may be adjourned or postponed from time to time

without further notice on a motion supported by Persons entitled to Exercise, in

aggregate, a majority of the Voting Rights —

15.3.4.1. held by all of the Persons who are Present at the Shareholder's

Meeting at the time; and

15.3.4.2. that are entitled to be Exercised on at least one matter remaining on

the agenda of the Shareholder's Meeting, or on the matter under

debate, as the case may be.

15.3.5. Such adjournment or postponement may be either to a fixed time and place or

until further notice (in which tatter case a further notice shall be Delivered to the

Shareholder) as agreed at the Shareholder's Meeting.

15.3.6. A Shareholder's Meeting may not be adjourned or postponed beyond the earlier

of:-

«L
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15.3.6.1. the date thai is 120 (one hundred and twenty) Business Days after

the Record Date; or

15.3.6.2. the date that is 60 (sixty) Business Days after the date on which the

adjournment or postponement occurred.

15.3.7. No further notice is required to be Delivered by the Company of a Shareholder's

Meeting that is postponed or adjourned as contemplated in clause 15.3.6,

unless the location for the Shareholder's Meeting is different from:-

15.3.7.1. the location of the postponed or adjourned Shareholder's Meeting;

or

15.3.7.2. a location announced at the time of adjournment, in the case of an

adjourned Shareholder's Meeting.

15.3.8. After a quorum has been established for a Shareholder's Meeting, or for a

matter to be considered at a Shareholder's Meeting, the Shareholder's Meeting

may continue, or the matter may be considered, so long as at least 1 (one)

Persons with Voting Rights entitled to be exercised at the Shareholder's

Meeting, or on that matter, is Present at the Shareholder's Meeting.

15.4. Conduct of Shareholder's meetings and Shareholder resolutions

15.4.1. The Chairperson of the Board shall preside as chairperson at every

Shareholder's Meeting of the Company. If there is no such Chairperson, or if at

any Shareholder's Meeting she/he is not Present within 30 (thirty) minutes after

the time appointed for holding the Shareholder's Meeting or is unwilling to act

as Chairperson, the Persons entitled to vote which are Present shall appoint a

non-executive Director Present at the Shareholder's Meeting, or if no Director

be Present at the Shareholder's Meeting, or if all the Directors Present decline

to take the chair, the Persons entitled to vote shall appoint a Chairperson from

amongst themselves to act as such at lhe relevant Shareholder's Meeting. In

the exceptional circumstances that no other non-executive Director be available

to chair the Shareholder's Meeting, the Shareholder (or a duly authorised

representative thereof) shall chair the Shareholder's Meeting.

15.4.2. Every resolution of the Shareholder is either an Ordinary Resolution or a

Special Resolution.

15.4.3. Subject to any rights or restrictions attaching to any class or classes of Shares,

a Person entitled to vote Present at the Shareholder's Meeting shall have only

1 (one) vote, irrespective of the number of Shares she/he holds or represents. A
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proxy shall irrespective of the number of holders of Shares entitled to vote

she/he represents have only 1 (one) vote. On a poll every Person entitled to

vote who is Present at the Shareholder's Meeting shall have tne number of

votes determined in accordance with the Voting Rights associated with the

Shares in question.

15.4.4. No form appointing a proxy shall be valid after the expiration of 1 (one) year

from the date when it was signed unless the proxy itself provides for a longer or

shorter duration but it may be revoked at any time. The appointment is

revocable unless the proxy appointment expressly states otherwise, and may

be revoked by cancelling it in Writing, or making a later inconsistent

appointment of a proxy, and Delivering a copy of the revocation instrument to

the proxy, and to the Company. The appointment is suspended at any time and

to the extent that the Shareholder entitled to vote chooses to act directly and in

person in the Exercise of any rights as a Shareholder entitled lo vote.

15.4.5. The form appointing a proxy and the power of attorney or other authority, if any,

under which it is signed or a notarially certified copy of such power or authority

shall be delivered to the Company immediately prior to the Shareholder's

Meeting, before the proxy or holder of the power of attorney or other authority

Exercises any rights of the Shareholder entitled to vote at a Shareholder's

Meeting.

15.4.6. A vote given in accordance with the terms of an instrument of proxy shall be

valid notwithstanding the death or mental disorder of the principal or revocation

of the proxy or of the authority under which the proxy was executed, or the

transfer of the Shares in respect of which the proxy is given, provided that no

intimation in Writing of such death, insanity, revocation or transfer as aforesaid

shall have been received by the Company at its Registered Office before the

commencement of the Shareholder's Meeting or adjourned or postponed

Shareholder's Meeting at which the proxy is used.

15.4.7. Subject to the provisions of the Act, a form appointing a proxy may be in any

usual or common form. The Company shall supply a generally accepted

standard form of proxy upon request by a Shareholder entitled to vote

15.4.8. If a proxy is received duly signed but with no indication as to how the Person

named therein should vote on any issue, the proxy may vote or abstain from

voting as she/he sees fit unless the proxy indicates otherwise.
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16. APPOINTMENT AND REMOVAL OF THE GROUP CHIEF EXECUTIVE AND THE GROUP CHIEF

FINANCIAL OFFICER

16.1. The Board shall identify, nominate and evaluate potential candidates for appointment as the

Group Chief Executive in accordance with the Guidelines.

16.2. The Shareholder shall appoint the Group Chief Executive from the shortlist of candidates

provided by the Board, in accordance with the Guidelines.

16.3. The Board shall identify, nominate, evaluate and appoint a candidate as the Group Chief

Financial Officer, provided that the Shareholder shall approve such appointment in Writing.

16.4. If the Shareholder does not approve the appointment of the Group Chief Financial Officer

identified by the Board in Writing, the Shareholder shall be required to provide a written

substantive motivation to the Board as to why the Shareholder does not approve the

candidate nominated by the Board. Provided the Shareholder provides such Written

substantive motivation to the Board, such candidate shail not be appointed as the Group

Chief Financial Officer and the Board shall identify and nominate an alternative candidate for

appointment as the Group Chief Financial Officer and the process contemplated in clauses

16.3 and 16.4 shall apply.

16.5. The Group Chief Execut've and the Group Chief Financial Officer shall be subject to the

same provisions as to removal as the other Directors (as contemplated in clause 17.9), and

if he ceases to be or is suspended from being an employee of the Company respectively, his

appointment as a Director shall ipso facto terminate, without prejudice to any claims or

damages which may accrue to him as a result of such termination.

17 APPOINTMENT OF DIRECTORS

17.1.1, The Shareholder shall appoint the Directors, and designate one of the non-

executive Directors as the Chairperson, of the Company from time to time and

in doing so shall endeavour to ensure that the Board shall:-

17.1.1.1. be appropriately balanced in terms of executive and non-executive

Directors, including independent Directors;

17.1.1.2. be representative of the gender and race demographics of the

Republic;

17.1.1.3. be appointed on the grounds of their knowledge and experience

which, when considered collectively, should enable the Board to

attain the objects of the Company;
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17.1.1.4. when viewed collectively, possess appropriate skills and experience

relevant to the business of the Company;

17.1.1.5. include a Group Chief Executive and Group Chief Financial Officer

of the Company as contemplated in clause 16.

MA.2. The Board shall consist of a minimum of 10 (ten) Directors and a maximum of

14 (fourteen) Directors, comprising:-

17.1.2.1. not less than 8 (eight) non-executive Directors, from whom shall be

appointed the Chairperson of the Company. A non-executive

Director shall hold office for a term of 3 (three) years, from the date

of his appointment, subject to confirmation of his appointment at the

Annual General Meeting; provided that no person is appointed as a

non-executive Director for longer than 3 (three) consecutive terms;

17.1.2.2. not less than 2 (two) executive Directors, whom shall include the

Group Chief Executive and the Group Chief Financial Officer,

respectively, of the Company,

provided that the Board shall at all times consist of a majority of non-executive

Directors.

17.2. Chairperson of the Board

17.2.1. The Chairperson of the Board shall be appointed by the Shareholder in terms of

clause 17.1.1.

17.2.2. A Shareholder's Meeting shall be entitled to designate an acting Chairperson

(from any of the non-executive Directors) and determine the period for which

such acting Chairperson is to hold office and any other terms and conditions

applicable to such appointment.

17.2.3. The Chairperson of the Board shall chair all the meetings of the Shareholder

and the Board.

17.2.4. If the Chairperson is not Present at any meeting of the Board or if he is not

Present within 30 (thirty) minutes after the time appointed for holding the

meeting, the Directors Present shall choose any non-executive Director to be

Chairperson of the meeting.

17.2.5. The Director appointed as Chairperson of the meeting in terms of clause 17.2.4

(or the acting chairperson) shall act as Chairperson:-
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17.2.5.1. for the duration of the meeting or until the meeting is adjourned or

postponed; or

17.2.5.2. for such a period of time after the adjournment or postponement of

the meeting at which such Director was appointed as Chairperson

until the Chairperson of the Board becomes available; or

17.2.5.3. until the Shareholder appoints the Chairperson.

17.2.6. The Chairperson of the Board shall not be appointed or serve as the

chairperson of a:

17.2.6.1. Board committee (save that the Chairperson shall be entitled to

chair the corporate governance and nominations committee of the

" Company); nor

17.2.6.2. Subsidiary board.

17.3. Appointment of Directors to the.boards pf the wholly-owned Subsidiaries of the Company

For so long as the State is the sole Shareholder, it is recorded that the boards of the

wholly-owned Subsidiaries of the Company shall comprise employees of such Subsidiaries

or the Company.

17.4. Powers of Directors

17.4.1. The management and control of the Company shall be vested in the Board who,

in addition to the powers and authorities expressly conferred upon them by this

MOI, the Enabling Legislation and the Applicable Legislation, may exercise all

such powers, and do all such acts and things, as may be exercised or done by

the Company and are not, in terms of this MOI, the Enabling Legislation and the

Applicable Legislation, expressly directed or required to be exercised in a

Shareholder's Meeting or with the prior Written consent of the Shareholder.

17.4,2. The powers and authorities of the Board, as contemplated in clause 17.4.1, shall

be subject to any limitations in terms of the Act, Enabling Legislation and the

Applicable Legislation.

17.4.3 Notwithstanding any provision to the contrary contained in this MO!, the Company

shall not agree to or approve any matters reserved for Shareholder approval,

without the same being approved in Writing by a resolution passed by a

Shareholder's Meeting.
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17.4.4. The Board may delegate any of the powers, functions, or duties and discretion to

an employee(s) of the Company and/or to a committee of the Board. The

deleaation shall be exercised lawfully, within prescribed powers and authorisation

levels and In terms of the Companies policies, directives and procedures.

17.4.5. The delegation:-

17.4.5.1. may be made on and subject to any conditions determined by the

Board;

17.4.5.2. may be given together with the power to sub-delegate subject to the

provisions of the PFMA, the Act, the Applicable Legislation and

further subject to any conditions so determined (if any); and

17.4.5.3. shall be communicated to the delegatee in Writing and such Written

communication must contain full particulars of the matters being

delegated and of the conditions determined under clauses 17.4.5.1

and 17.4.5.2 above, if any, and where the power of sub-delegation

is also conferred, must state that fact, as well as any conditions

determined under this clause 17.4.5.3 if any; and

17.4.5.4. shall be reviewed on a regular basis.

17.4.6. Subject to the Written approval of the Shareholder, the Board may approve or

note any Share scheme, the rules applicable to any such scheme and any

amendment to such rules as recommended by the Remuneration, Social and

Ethics Committee; provided that the rules and/or any amendment to such rules,

shall be in accordance with the Remuneration Policy.

17.4.7. The Board shall have the powers to pay all taxes, duties, fees, expenses or

other amounts that may be payable.

17.5. Recognition of the DoA

It is recorded that the Board shall delegate certain of its powers and functions to an

employee(s) of the Company as contemplated in the DoA by passing a resolution of the

Board adopting the DoA in accordance with the principles sel out in clause 17.4 above.

17.6. Proceedings at Meetings of Directors

17.6.1. The Board may meet for the dispatch of business, adjourn or postpone and

otherwise regulate its meetings as it thinks fit. The Company Secretary or a

Director may at any time:-

0058-0373-0001-0483

TRANSNET-REF-BUNDLE-02911



1024

29

17.6.1.1. when authorised by the Board; or

17.6.1.2. If requested by at least 1 (one) Director which request shall slso be

approved by the Chairperson of the Board; or

17.6.1.3. if requested by at least 2 {two) Directors of the Company,

convene a meeting of the Board.

17.6.2. The Board shall determine what period of notice shall be given for meetings of

the Board and may determine the means of giving such notice, which may

include Electronic Communication. It shall be necessary to give notice of a

meeting of the Board to all Directors, even those for the time being absent from

the Republic.

17.6.3. A meeting of the Board shall proceed even if the Company has not given the

required notice of such meeting in accordance v/ith clause 17.6.2 or if there was

a defect in the giving of the notice, provided that all Directors:-

17.6.3.1. acknowledge actual receipt of the notice of the meeting concerned;

17.6.3.2. are Present at the meeting; or

17.6.3.3. waive notice of the meeting.

17.6.4. Unless otherwise resolved by the Board, all their meetings shall be held in the city

or town where the Company's Registered Office is for the time being situated.

17.6.5. A meeting of the Board may be conducted by Electronic Communication facility

and/or by 1 (one) or more Directors participating in the meeting by Electronic

Communication so long as the Electronic Communication facility employed

ordinarily enables all persons participating in that meeting to communicate

concurrently with each other without an intermediary, and to participate effectively

in the meeting.

17.6.6. The quorum necessary for the transaction of business of the Board shall be

51 % {fifty one percent) of the Directors, provided that such quorum shall always

include a majority of non-executive Directors Present in person or through

Electronic Communication facility.

17.6.7. The provisions of clause 17.2 shall mutatis mutandis apply to this clause 17.6 in

relation to the appointment of the Chairperson of the meetings of the Board.

17.6.8. Each Director shall have 1 (one) vote on a matter before the Board.
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17.6.9, Resolutions of the Directors shall be decided by more than 50% (fifty per cent) of

the votes and in the case of an equality of votes, the Chairperson shall not have a

casting vote in addition to his' her vote as a Director of the Board and the matter

being voted on fails.

17.6.10. Subject to the Act

17.6.10.1. a Written Resolution, including through the medium of Electronic

Communication, signed and approved by more than 75% (seventy

five per cent) of the Directors shall be as valid and effective as if it

had been passed at a meeting of the Board duly called and

constituted: provided that each Director has received notice of the

matter to be decided upon.

17.6.10.2. resolutions adopted by the Board -

17.6.10.2.1. must be dated and sequentially numbered; and

17.6.10.2.2. are effective as of the date of the resolution, unless

the resolution states otherwise;

17.6.10.2.3. in the case of matters requiring urgent resolution or,

if for any reason it is impracticable to meet or pass

a resolution as contemplated in clause 17.6.10.1

above, proceedings may be conducted by using

conference facilities (including telephone and/or

video facilities), provided that the required quorum

is met. A resolution agreed to by more than 75%

(seventy five per cent) of the Directors participating

during the course of such proceedings Shalt be as

valid and effective as if it had been passed at a

meeting of the Board duly called and constituted.

17.6.11. The Company Secretary or her designate shall attend meetings and record the

minutes of the meetings. Where rt is not at all possible for the Company Secretary

to attend any such meeting, the Directors shall ensure that minutes are recorded,

kept and prepared for that meeting. The Director elected by the Board to record

and keep minutes of a meeting held by making use of conference facilities shall,

as soon as is reasonably possible after such meeting has been held, provide the

Company Secretary with a copy of the minutes of the meeting. The Company

Secretary shall circulate the minutes of the meeting to the Directors for their
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consideration and comment and shall, after the minutes have been approved by

the Board, keep the minutes in the minute book of the Company.

17.7. Absence from Directors Meeting

17.7.1. If any Director is unable to attend a meeting of Directors, such Director shall

notify the Chairman and/or the Company Secretary of his/her inability to attend

as soon as such Director becomes aware of that fact.

17.7.2. Any Director who fails to attend any meeting of Directors without notifying the

Chairman and/or Company Secretary shall be recorded in the minutes of such

meeting as absent.

17.8. Conflicts of Interest and Declaration by Directors

17.8.1. For the purposes of this clause 17.7, "Director" includes a Prescribed Officer,

and a person who is a member of a statutory committee or a committee of the

Board, irrespective of whether or not the Person is also a member of the Board.

17.8.2. The Company has a policy that deals with Personal Financial Interests and

conflicts of interest of Directors and employees of the Company, which shall be

consistent with the provisions of the Act and the PFMA.

17.8.3. If a Director has a Personal Financial Interest or Knows that a Person Related

to the Director, as described in section 2 ("Related Person") has a Persona!

Financial Interest in respect of a matter to be considered by the Board, the

Director-

17.8.3.1. must discJose the interest and its general nature in Writing before

the matter is considered at the meeting;

17.8.3.2. must disclose to the meeting any Material information relating to the

matter, and that is Known to the Director;

17.8.3.3. may disclose any observations or pertinent insights relating to the

matter if requested to do so by the other Directors;

17.8.3.4. if Present at the meeting of the Board, mustrecuse himself from the

meeting when the matter is being decided upon after making any

disclosure contemplated in clause 17.8.3.2 or 17.8.3.3;

17.8.3.5. must not take part in the consideration of the matter, except to the

extent of the disclosures contemplated in clause 17.8.3.2 or

17.8.3.3;
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17.8.3.6. while absent from the meeting as provided in clause 17.8,3.4:-

17.8.3.6.1. shall be regarded as being Present at the meeting

for the purpose of determining whether sufficient

Directors are Present to constitute a quorum of the

meeting;

17.8.3.6.2. shall not be regarded as being Present at the

meeting for the purpose of determining whether a

resolution has sufficient support to be adopted; and

17.8.3.7. must not execute any document on behalf of the Company in

relation to the matter unless specifically requested or directed to do

so by the Board.

17.8.4. If a Director of the Company acquires, or Knows that a Related Person has

acquired, a Personal Financial Interest in an agreement or other matter in which

the Company has a Material interest, after the agreement or other matter has

been approved by the Company, the Director shall promptly disclose to the

Board, the nature and extent of that interest, and the Material circumstances

relating to the Director or Related Person's acquisition of that interest, as the

case may be.

17.8.5. If, in the reasonable view of the other non-conflicted Directors, a Director or the

Related Person in respect of such Director acts in competition with the

Company relating to the matter to be considered at the meeting of the Board,

the Director shall only be entitled to such information concerning the matter to

be considered at the meeting of the Board as shall be necessary to enable the

Director to identify that such Personal Financial Interest exists or continues to

exist.

17.8.6. A decision by the Board, or a transaction or agreement approved by the Board,

is valid despite any Personal Financial Interest of a Director or a Related

Person to the Director, if it:-

17.8.6.1. was approved following the disclosure of the Personal Financial

Interest in the manner contemplated in section 75 and this clause

177; or

17.8.6.2. despite having been approved without disclosure of that Personal

Financial Interest, it has been ratified by an Ordinary Resolution

following disclosure of that Personal Financial Interest or so

declared by court.
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17.8.7. A Director may at any time disclose any general Personal Financial Interest in

advance by delivering a Written notice to the Board, setting out the nature and

extent of that Persona! Financial Interest, to be used generally by the Company

until changed or withdrawn by further Written notice from that Director.

17.8.8. Directors have a duty to avoid a conflict of interest in terms of inter alia the

common law, the PFMA and the Act. Accordingly, a Director must, in addition to

making the requisite disclosures set out in clauses 17.8.3 to 17.8.7, disclose any

conflict of interest in accordance with the policy referred to in clause 17.8.2, as

may be amended from time to time.

17.8.9. A court, on application by any interested person, may declare valid a

transaction or agreement that had been approved by the Board, or Shareholder

as the case may be, despite the failure of the Director to satisfy the

requirements of this clause 17.7 and section 75.

17.8.10. The provisions of this clause 17.7 do not derogate from those Directors duties

prescribed by the PFMA and the Directors shall be required to comply both with

the provisions of this clause 17.7 and the provisions of the PFMA,

17.9. Removal of Directors

17.9.1. Despite anything to the contrary in this MOI, or any agreement between the

Company and a Director, or between any Shareholder and a Director, the

Shareholder shall be entitled to remove any Director of the Company by an

Ordinary Resolution adopted at a Shareholder s Meeting.

17.9.2. The Shareholder shall, prior to considering the Ordinary Resolution for the

removal of any Director:-

17.9.2.1. provide the Director concerned with a notice of a meeting and the

resolution proposed to be passed at such meeting at least

equivalent to that which a Shareholder is entitled to receive,

irrespective of whether or not the Director is a Shareholder of the

Company; and

17.9 2.2. afford the Director concerned reasonable opportunity to make a

presentation, in person or through a representative, at the meeting

prior to the resolution being put to the vote.

17.9.3. The Board shall be entitled, after consultation with the Shareholder, by a

resolution of the Board, to remove a Director whom the Board has determined

to have:
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17.9.3.1. become Ineligible or Disqualified to be a Director of the Company in

terms of the Act;

17.9.3.2. become incapacitated to the extent that such Director is unable to

perform the functions of a Director and is unlikely to regain that

capacity within a reasonable time; and

17.9.3.3. neglected or been derelict in the performance of, the functions of a

Director.

17.9.4. The Board shall, prior to approving the resolution for the removal of a Director in

terms of clause 17.9.3:

17.9.4.1. provide the Director concerned with a notice of a meeting and the

resolution proposed to be passed at such meeting setting out

reasons for the resolution, with sufficient specificity to reasonably

permit the Director to prepare and present a response; and

17.9.4.2. afford the Director concerned reasonable opportunity to make

presentations, in person or through a representative, at the meeting

prior to the resolution being put to the vote.

17.10. Rotation of Directors and filling of vacancies

17.10.1. If a Director ceases to hold office or a term of office of any Director is due to

expire, the Shareholder shall, in compliance with the provisions of section 70,

ensure that necessary steps are taken lo appoint the requisite number of

eligible persons as Directors in the place of the retiring Director/s as soon as

possible, In this regard the Board shall advise the Shareholder within a

reasonable time of such impending vacancy.

17.10.2. The Shareholder shall fill in any vacancy that arose on the Board at its next

Annual General Meeting or within a period of 6 (six) Months after the vacancy

arose.

17.10.3. A person shall cease to be a Director and a vacancy on the Board shall arise:

17.10.3.1. when the Director's term of office expires or is due for retirement;

17.10.32. if any of the circumstances referred to in section 70(1)(b) occur,

which include the following, if the Director:

17.10.3.2.1. resigns by Written notice to the Shareholder and

the Company;
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17.10.3.2.2. dies;

17.10.3.2.3. ceases to hold the office, title, designation or similar

status that entitled such a person to be a Director of

the Company;

17.103.2.4. becomes incapacitated to the extent that the person

is unable to perform the functions of a Director and

is unlikely to regain that capacity within a

reasonable period subject to section 71 (3};

17,10.3.2.5. is declared delinquent by the court or placed on

probation under conditions that are inconsistent

with continuing to be a Director of the Company, in

< terms of section 162;

•L

17.10.3 2.6. becomes Ineligible or Disqualified to be a Director

in terms of section 69, or the Applicable Legislation

and this MOI and the Board has determined the

matter and has resolved to remove that Director

from the Board for reasons of his Ineligibility and/or

Disqualification; provided the Director so removed

has not applied to court for review of the

determination of the Board to remove him or, if has

applied to court, such application has not been

finalised during the period before the court has

confirmed the removal, the Director shall be

suspended;

17.10.3.2.7. is removed as a Director by;

17.10-3.2.7.1. a resolution of the Shareholders in

terms of section 71{1) (and in

accordance with clause 17.9); or

17.10.3.2.7.2. resolution of the Board in terms of

section 71(3) (and in accordance

with clause 17.9), provided the

Director so removed has not

applied to court for review of the

determination of the Board to

remove him or if has applied to
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court such application has been

finalised; or

17.10.3.2.7.3. an order of the court in terms of

section 71(5) or (6); or

17.10.3.3. if he/she is absent from meetings of the Directors for 3 (three)

consecutive meetings whether or not he/she has notified the

Chairperson and/or Company Secretary) in terms of 17.7 and the

Shareholder resolves that such Director's office be vacated.

17.10.4. In the case of non-executive Directors, a person shall cease to be a Director

and a vacancy on the Board shall arise:

17.10.4.1. a Director's appointment is reviewed and his term is terminated

prematurely to the 3 (three) year term;

17.10.4.2. a Director has served for 2 (two) consecutive 3 (three) year terms,

and fails to be re-appointed as a Director for a 3rd (third) term,

17.10.4.3. a Director has served for a 3 (three) year term as a Director, and

fails to be re-appointed as Director for a 2nd (second) term; or

17.10.4.4. a Director has been appointed as a Director for 3 (three)

consecutive 3 (three) year terms, which 3rd (third) term has now

expired.

17.10.5. Unless the Shareholder resolves otherwise, a Director shall also cease to hold

office if he:-

17.10.5 1. is Knowingty interested in any contract or proposed contract with the

Company and fails to declare his interest and its nature in the

manner required by the Act and the PFMA; or

17.10.5.2. assigns his estate for the benefit of his creditors, or suspends

payment or files a petition for the liquidation of his affairs, or

compounds generally with his creditors; or

17.10.5.3. ceases to be an employee and/or is suspended as an employee of

the Company.

17.10.6. In addition if the Group Chief Financial Officer or Group Chief Executive ceases

to hold office as a Director for any reason whatsoever, his appointment as the

Group Chief Financial Officer or Group Chief Executive (as the case may
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bejshall /pso fec/o terminate, without prejudice to any claims for damages which

msy accrue to him as a result of such termination in accordance with applicable

employment laws; provided however that he shall no' be precluded from being

employed in any other position of the Company by virtue of the fact that he is no

fonger a Director.

18. FINANCIAL ASSISTANCE FOR DIRECTORS AND PRESCRIBED OFFICERS AND THEIR

RELATED AND INTER-RELATED PARTIES

18.1. Financial Assistance

18.1.1. The Board is prohibited from and shall not have the power to -

18.1.1.1. authorise the provision by the Company of Financial Assistance to

any person for the purpose of, or in connection with, the

subscription of any option, or any Securities, issued or to be issued

by the Company or a Related Person or Inter-Related company, or

for the purchase of any Securities of the Company or a Related or

Inter-Related company;

18.1.1.2. provide any direct or indirect Financial Assistance to a Related or

Inter-Related company, or to a Related or Inter-Related company or

corporation, or to a member of a Related or Inter-Related

corporation or to a person Related to any such company,

corporation,

except, in each case, where -

18.1.1.3. the Shareholder has approved such Financial Assistance, either for

the specific recipient or generally for a category of potential

recipients (and the specific recipient falls within that category), by

Special Resolution adopted within the previous 2 (two) years;

provided that where the Shareholder is requested to approve the

provision of specific Financial Assistance, the Board shall, at the

request of the Shareholder, provide such information to the

Shareholder as the Shareholder may require, to satisfy the

Shareholder that the conditions set out in clauses 18.1.1.4, 18.1.1.5

and 18.1.1.6 of this MOI have been met, or will be met; and

18.1.1.4. the provisions of the PFMA have been met; and

181.1.5. the provisions of section 44 and/or 45 (as the case may be) have

been met; and
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18.1.1.6. the Board is satisfied tha t -

18.1.1.6.1. immediately after providing the Financial

Assistance, the Company would satisfy the

solvency and liquidity test prescribed in section 4;

and

18.1.1.6.2. the terms under which the Financial Assistance is

proposed to be given are fair and reasonable to the

Company.

18.1.2. The Company shall be prohibited from providing any direct or indirect Financial

Assistance to any Director or Prescribed Officer of the Company or to a person

Related or Inter-Related to any such Director or Prescribed Officer under any

circumstances whatsoever.

18.1.3. Notwithstanding any implication in this MO1 to the contrary, the Board may not

authorise any Financial Assistance by the Company in connection with the

subscription for or purchase of its Shares or those of a Related or Inter-Related

company without complying with section 44(3).

19. INDEMNITY

19.1. For the purposes of this clause 19 , "Director" includes a former Director, a Prescribed

Officer, a person who is a member of a committee of the Board, irrespective of whether or

not the person is also a member of the Board and a member of the Audit committee.

19.2. Subject to the provisions of the PFMA, the Company may>

19.2.1. not directly or indirectly pay any fine that may be imposed on a Director, or on a

Director of a Related company, as a consequence of that Director having been

convicted of an offence in terms of any national legislation, unless the

conviction is based on Strict Liability;

19.2.2. advance expenses to a Director to defend litigation in any proceedings arising

out of the Director's service to the Company. For purposes of this clause 19

"service to the Company" includes services which are directly linked to the

activities of the Company, and services which the Company consents to or

acknowledges; and

19.2.3. directly or indirectly indemnify a Director for -

19.2.3.1. any liability, other than in respect of;-
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19.2.3.1.1. any liability arising in terms of section 77(3){a), (b)

or (c) or sections 86(2) or (3) of the PFMA, or from

wilful misconduct or wilful breach of Lrust on the part

of the Director; or

19.2.3.1.2. any fine contemplated in clause 19.2.1;

19.2.3.2. any expenses contemplated in clause 19.2.2, irrespective of

whether it has advanced those expenses, if the proceedings:-

19.2.3.2.1. are abandoned or exculpate the Director; or

19.2.3.2.2. arise in respect of any other liability for which the

k Company may indemnify the Director in terms of

7 clause 19.2.3.1.
V • "

19.3- Subject to the provisions of the PFMA, the Company may purchase insurance to protect:-

19.3.1. a Director against any liability or expenses contemplated in clause 19.2.2 or

19.2.3; or

19.3.2. the Company against any contingency including but not limited to>

19.3.2.1, any expenses:-

19.3.2.1.1. that the Company is permitted to advance in

accordance with clause 19.2.2; or

19.3.2.1.2. for which the Company Is permitted to indemnify a

Director in accordance with clause 19.2.3; or

19.3.2.2. any liability for which the Company is permitted to indemnify a

Director in accordance with clause 19.2.3.

19.4. The Company is entitled to claim restitution from a Director or of a Related company for any

money paid directly or indirectly by the Company to or on behalf of that Director in any

manner inconsistent with section 78.

20. REGISTER OF DISCLOSURES

The Company must establish and maintain a register of the disclosures made in terms of

section 56(7).
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21. BOARD COMMITTEES

21.1. The Shareholder takes cognisance of the main committees appointed by (he Board as set

out in clause 21.4.

21.2. If the Board seeks to establish a new committee, such establishment may only be made with

the prior Written consent of the Minister,

21.3. In the application for new Board committees to the Minister, the Board must submit Written

terms of reference including inter alia the need for such a committee, the functioning of such

a committee, the functions of the committee, and any other relevant information required by

the Minister. The number of the Board members appointed to sit on the committee will be at

the discretion of the Minister

i 21.4. Recognised committees at date of this MOI (inclusive of those required by the Act) include:-

21.4.1. audit committee;

21.4.2. Remuneration, Social and Ethics committee;

21.4.3. acquisitions and disposals committee;

21.4.4. risk committee; and

21.4.5. corporate governance and nominations committee.

21.5. No Person shall be appointed as a member of a Board committee, if he is Ineligible or

Disqualified and any such appointment shall be a nullity. A Person who is Ineligible or

Disqualified must not consent to be appointed as a member of a Board committee nor act as

such a member. A Person placed under probation by a court must not serve as a member of

a Board committee unless the order of court so permits.

21.6 There are no general qualifications prescribed by the Company for a Person to serve as a

member of a Board committee in addition to the requirements or the Regulations.

21.7. A member of a Board committee shall cease to hold office as such immediately he becomes

Ineligible or Disqualified.

21 -8. Committees of the Board may consult with or receive advice from any person.

21 9. Meetings and other proceedings of a committee of the Board consisting of more than 1 (one)

member shall be governed by the provisions of this MOI regulating the meetings and

proceedings of Directors.
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21.10. The quorum for the transaction of business of the Board committees shall be 50% {fifty

percent) of the Board committee members Present in person.

22. AUDIT COMMITTEE

22.1. The Board shall propose, and the Shareholder shall appoint, an audit committee. In the

event that the Shareholder elects not to appoint any person proposed by the Board to the

audit committee, the Board shall propose an alternate person for appointment by the

Shareholder.

22.2. The audit committee shall comprise at least 3 (three) members, all of whom shall be non-

executive Directors of the Company and whose appointment shall comply with:

22.2.1. section 77 of the PFMA read with the Treasury Regulations; and

22.2.2, to the extent that the provisions of section 95 and Regulation 42 do not conflict

with section 77 of the PFMA read with the Treasury Regulations, section 95 and

Regulation 42.

22.3. The audit committee shall meet at least 4 (four) times a year to execute its duties.

22.4. The chairperson of the audit Committee shall be appointed by the Shareholder at the Annual

General Meeting.

22.5. Nothing precludes the election by the Company at its Annual General Meeting of an Auditor

other than one nominated by the audit committee, but if such an Auditor is elected, the

appointment is valid only if the audit committee is satisfied that the proposed Auditor is

independent of the Company.

22.6. Each member of the audit committee must -

22.6.1. be a non-executive Director, who satisfies any applicable requirements

prescribed by the Minister of Trade and Industry;

22.6.2. not be -

22.6.2.1. involved in the day-to-day management of the Company's business

or have been so involved at any time during the previous Financial

Year;

22.6.2.2. a Prescribed Officer, or full-time employee, of the Company or

another Related or inter-related company, or have been such an

Officer or employee at any time during the previous 3 (three)

Financial Years; or
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22.6.2.3. a material supplier or customer of the Company, such thai a

reasonable and Informed third party would conclude in the

circumstances thai the integrity, impartiality or objectivity of that

Director Is compromised by that relationship; and

22.6.2.4. nor be Related to any Person who falls within the criteria in

clauses 22.6.2.1 to 22.62.3. In addition at least one third of the

members of the audit committee at any particular time must have

academic qualifications, or experience, in economics, law, corporate

governance, finance, accounting, commerce, industry, public affairs

or human resource management.

22.7. The Board must propose, and the Shareholder must appoint, a person to fill any vacancy on

the audit committee within 40 (forty) Business Days after the vacancy arises.

22.8. The audit committee shall execute all the functions as may be prescribed from time to time

in terms of the Act (as read with the Regulations) and the PFMA (as read with Treasury

Regulations).

22.9. The Company must pay all expenses reasonably incurred by its audit committee, including,

if the audit committee considers it appropriate, the fees of any consultant or specialist

engaged by the audit committee to assist it in the performance of its functions.

22.10. No Person shall be elected as a member of the audit commiUee, if he is Ineligible or

Disqualified and any such election shall be a nullity. A Person who is Ineligible or

Disqualified must not consent to be elected as a member of the audit committee nor act as a

member of the audit committee. A Person placed under probation by a court must not serve

as a member of the audit committee unless the order of court so permits.

22.11. A member of the audit committee shall cease to hold office as such immediately he

becomes Ineligible or Disqualified in terms of the Act.

22.12. There are no general qualifications prescribed by the Company for a Person to serve as a

member of the audit committee in addition to the requirements of the Act

22.13. In accordance with the Treasury Regulations the chairperson of the audit committee shall be

independent, be knowledgeable of the status of the position, have the requisite business,

financial and leadership skills and may not be the chairperson of the Board or a person who

fulfils an executive function in the Company

23. REMUNERATION, SOCIAL AND ETHICS COMMITTEE

23.1. The Board must appoint a Remuneration, Social and Ethics Committee.
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23.2. The Company may determine that its Remuneration, Social and Ethics Committee will

perform the functions required by Regulation 43 on behalf of its Subsidiaries.

23.3. The Remuneration, Social and Ethics Committee must comprise not less than 3 (three)

independent Directors or Prescribed Officers, at least 1 (one) of whom must be a Director

who is not involved in the day-to-day management of the Company's business, and must not

have been so involved within the previous 3 (three) Financial Years and whose appointment

shall be in compliance with the Act and any regulation published thereunder.

23.4. The Remuneration, Social and Ethics Committee shall meet at least once a year to deal with

and attend to ali functions and matters that are required to be dealt with by the committee in

terms and any regulations published thereunder.

23.5. The Remuneration, Social and Ethics Committee shall execute all the functions as may be

prescribed from time to time by the Act (as read with the Regulations) in addition to such

duties as may be determined by the Board from time to time.

23.6. The Remuneration, Social and Ethics Committee of the Company is entitled to -

23.6.1. require from any Director or Prescribed Officer any information or explanation

necessary for the performance of the committee's functions;

23.6.2. request from any employee of the Company any information or explanation

necessary for the performance of the committee's functions;

23.6.3. attend any Shareholder's Meeting;

23.6.4. receive ali notices of and other communications relating to any Shareholder's

Meeting; and

23.6.5. be heard at any Shareholder's Meeting on any part of the business of the

meeting that concerns the committee's functions.

23.7. The Company must pay all the expenses reasonably incurred by its Remuneration, Social

and Ethics Committee, including, if the Remuneration, Social and Ethics Committee

considers it appropriate, the costs or the fees of any consultant or specialist engaged by the

Remuneration, Social and Ethics Committee in the performance of its functions, as

prescribed in the committee's mandate.

24. REMUNERATION OF DIRECTORS AND MEMBERS OF BOARD AND STATUTORY

COMMITTEES

24.1. The Directors and the members of the statutory and Board committees shall be entitled to

such remuneration for their services as Directors Of members of Board or statutory
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committees as may have been determined, in accordance with a Special Resolution (as

contemplated in clause 15.1.1.4) and the Remuneration Policy.

24.2. Directors may be paid all reasonable expenses in respect of travelling, accommodation and

other expenses properly incurred by them in or about the performance of their duties as

Directors and members of statutory and Board committees, including those of attending and

travelling to and from meetings of the Board of any Board or statutory committee or any

Shareholder's Meeting.

25. PRESCRIBED OFFICERS

25.1. No Person shall hold office as a Prescribed Officer, if he is Ineligible or Disqualified. A

Person who is Ineligible or Disqualified must not consent to be appointed to an office or

undertake any functions which would result in him being a Prescribed Officer nor act in such

office nor undertake any such functions. A Person placed under probation by a court must

not consent to be appointed to an office or undertake any functions which would result in him

being a Prescribed Officer nor act in such office nor undertake any such functions unless the

order of court so permits.

25.2. A Prescribed Officer shall cease to hold office as such immedialely he becomes Ineligible or

Disqualified in terms of the Act.

26. APPOINTMENT OF COMPANY SECRETARY

26.1. The Board must appoint the Company Secretary from time to time, who -

26.1.1. shall be a permanent resident of South Africa and remain so while serving as a

Company Secretary; and

26.1 2. shall have the requisite knowledge of, or experience in, relevant laws; and

26.1.3. may be a Juristic Person subject to the following:-

26.1.3.1. every employee of that Juristic Person who provides company

secretarial services, or partner and employee of that partnership, as

the case may be, is not Ineligible or Disqualified;

26.1.3.2. at least 1 (one) employee of that juristic person, or one partner or

employee of that partnership, as the case may be, satisfies the

requirements in clauses 26.1.1 and 26.1.2;

26.2. The Company Secretary shall not be a Director.
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26.3. Within 60 (sixty) Business Days after a vacancy arises in the office of the Company

Secretary, the Board must fill the vacancy by appointing a Person whom the Board consider

to have the requisite knowledge and experience. A change in the membership of a Juristic

Person or partnership that holds office as Company Secretary does not constitute a casual

vacancy in the office of Company Secretary, if the Juristic Person or partnership continues to

satisfy the requirements of clause 26.1.3.

.26.4. If at any time a Juristic Person or partnership holds office as Company Secretary of the

Company-

26.4.1. the Juristic Person or partnership must immediately notify the Board if the

Juristic Person or partnership no longer satisfies the requirements of

clause 26.1.3, and is regarded to have resigned as Company Secretary upon

giving that notice to the Company;

26.4.2. the Company is entitled to assume that the Juristic Person or partnership

satisfies the requirements of clause 26.1.3, until the Company has received a

notice contemplated in clause 26.4.1; and

26.4.3. any action taken by the Juristic Person or partnership in performance of its

functions as Company Secretary is not invalidated merely because the Juristic

Person or partnership had ceased to satisfy the requirements of clause 26.1.3

at the lime of that action.

26.5. The Company Secretary may resign from office by giving Written notice, as stipulated in his

contract of employment, or less than that stipulated with the prior Written approval of the

Board.

26.6. If the Company Secretary is removed from office by the Board, the Company Secretary may,

by giving Written notice to that effect to the Company by not later than the end of the

Financial Year in which the removal took place, require the Company to include a statement

in Its annual Financial Statements relating to that Financial Year, not exceeding a

reasonable length, setting out the Company Secretary's contention as to the circumstances

that resulted in the removal. The Company must include this statement in the Directors'

report in its annual Financial Statements.

27 AUDITORS

27.1. The Company shall appoint an Auditor at its Annual General Meeting provided that if an

Annual Genera! Meeting does not appoint or reappoint an Auditor, the Directors must fill the

vacancy in the office in terms of the procedure contemplated in section 91 within 40 (forty)

Business Days after the date of the Annual General Meeting, A retiring Auditor may be
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automatically re-appointed at an Annual General Meeting without any resolution being

passed, unless -

27.1.1. the retiring Auditor is -

27.1.1.1. no longer qualified for appointment;

27.1.1.2. no longer willing to accept the appointment, and has so notified the

company; or

27.1.1.3. required to cease serving as Auditor, in terms of section 92;

27.1.2. the audit committee objects to the re-appointment; or

27.1.3. the Company has notice of an intended resolution to appoint some other person

or persons in place of trie retiring Auditor.

27.2, Any firm of auditors appointed by the Company as the Auditor shall ensure that the

Individual responsible for performing the Audit must comply with the requirements of

section 90(2), provided that -

27.2.1. the same Individual may not serve as the Auditor or designated Auditor for more

than 5 (five) consecutive Financial Years;

27.2.2. if an Individual has served as the Auditor or designated auditor for 2 (two) or

more consecutive Financial Years and then ceases to be the Auditor or

designated Auditor, the Individual may nol be appointed again as the Auditor or

designated Auditor until after the expiry of at least 2 (two) further Financial

Years.

>O
27.3. In considering whether, for the purposes of this clause 27, a registered Auditor is

independent of the Company, the audit committee must -

27.3.1. ascertain that the auditor does not receive any direct or indirect remuneration or

other benefit from the Company, except -

27.3.1.1. as Auditor; or

27.3.1 2. for rendering other services to the company, to the extent permitted

in terms of this MOI;

27.3.2, consider whether the Auditor's independence may have been prejudiced -

27.3.2.1. as a result of any previous appointment as Auditor; or
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27.3.2.2. having regard to the extent of any consultancy, advisory or other

work undertaken by the auditor for the Company; and

27.3.3. consider compliance with other criteria relating to independence or conflict of

interest as prescribed by the Independent Regulatory Board for Auditors

established by the APA,

in relation to the Company, and if the Company is a member of a Group of Companies, any

other company within that Group.

27.4. The Auditor -

27.4.1. has the right of access at all times to the Accounting Records and all books and

documents of the Company, and is entitled to require from the Board ar

Prescribed Officers any information and explanations necessary for the

performance of the Auditor's duties;

27.4.2. if the Company is a Holding Company, has the right of access to all current and

former financial statements of any Subsidiary and is entitled to require from the

Board or Prescribed Officers of the Company or Subsidiary any information and

explanations in connection with any such statements and in connection with the

Accounting Records, books and documents of the Subsidiary as necessary for

the performance of the Auditor's duties; and

27.4.3. is entitled t o -

27.4.3.1. attend any Shareholder's Meeting;

27.4.3.2. receive all notices of and other communications relating to any

Shareholder's Meeting; and

27.4 3.3 be heard at any Shareholder's Meeting on any part of the business

of the meeting that concerns the Auditor's duties or functions;

27.4.4. may not perform any services for the Company -

27.4.4.1. that would place the Auditor in a conflict of interest as prescribed or

determined by the Independent Regulatory Board for Auditors in

terms of section 44(6) of the APA; or

27.4.4.2. as may be prescribed by the Audit committee.

27.5. If a vacancy arises in the office of Auditor, the Audit Committee -
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27.5.1. shall propose and the Shareholder must appoint a new Auditor within 40 (forty)

Business Days, if there was only 1 (one) incumbent Auditor; and

27.5.2. may appoint a new Auditor at any time, if there was more than 1 (one)

incumbent, but whiie any such vacancy continues, the surviving or continuing

Auditor may act as Auditor of the Company.

27.6. If, by comparison with the membership of an Auditor firm at the time of its latest

appointment, less than Vz (one half) of the members remain after a change in the

composition of the members of the Auditor firm, that change constitutes the resignation of

the firm as Auditor of the company, giving rise to a vacancy.

27.7. Before making an appointment in terms of clause 27.5 the Board -

27.7.1. must propose to the Audit committee, within 15 (fifteen) Business Days after the

vacancy occurs, the name of at least one registered auditor to be considered for

appointment as the new Auditor; and

27.7.2. may proceed to make an appointment of a Person proposed in terms of

clause 27.7.1 if, within 5 (five) Business Days after delivering the proposal, the

Audit committee does not give notice in Writing to the Board rejecting the

proposed auditor.

27.8. The provisions of clauses 26.5 and 26 6 apply mutatis mutandis to the Auditor.

26 DISTRIBUTIONS TO THE SHAREHOLDER

28.1. The Company may -

28.1.1. make Distributions from time to time in accordance with the Enabling Legislation

and the Distributions or similar policy of the Company from time to time, subject

to the provisions of clause 15.1,1.13 above, this clause 28, the provisions of

section 46 and Shareholder approval, and provided that:-

28.1.1.1. any such Distribution:-

28.1.1.1.1. is pursuant to an existing legal obligation of the

Company, or a court order; or

28.1.1.1.2. the Board, by resolution, has authorised the

Distribution;
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28.1.1.2. it reasonably appears that the Company will satisfy the solvency

and liquidity test in the Act immediately after completing the

proposed Distribution; and

28.1.1.3. the Board, by resolution, has acknowledged that it has applied the

solvency and liquidity test in the Acl and reasonably concluded that

the Company will satisfy the solvency and liquidity test immediately

after completing the proposed Distribution;

28.1.2, must before incurring any debt or other obligation for the benefit of the

Shareholder, comply with the requirements in clause 28.1.1,

and must complete any such Distribution fully within 120 {one hundred and twenty) Business

Days after the acknowledgement referred to in clause 28.1.1.3, failing which it must again

comply with the aforegoing.

28,2. The Board, after consultation with the Shareholder, shall develop an appropriate Distribution

or similar policy and framework for the Company taking into account, inter alia, the

Corporate Plan and strategic objectives which shall be reviewed on a regular basis. Any

capitalisation or investment, and expenditure incurred in respect of industry restructuring,

delivery of universal services or any other socio-economic activities carried out by the

Company upon the request of the Shareholder shall be taken into account in calculating any

dividends or Distributions and other payments payable to the Shareholder.

28.3- No notice of change of address or Instructions as to payment given after the determination of

a dividend or other Distribution by the Company in terms of clause 28.1.1.1, shall become

effective until after the dividend or other Distribution has been made, unless the Board so

determines at the time the dividend or other Distribution is approved.

28.4. All unclaimed dividends or other Distributions as contemplated in this clause may be

invested or otherwise be made use of by the Board for the benefit of the Company until

claimed, provided that any dividend or other Distribution remaining unclaimed for a period of

not less than 3 (three) years from the date on which it became payable may be forfeited by

resolution of the Directors for the benefit of the Company.

28.5. The Company shall be entitled at any time to delegate its obligations in respect of unclaimed

dividends or other unclaimed Distributions, to any one of the Company's bankers from time

to time.
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29. LOSS OF DOCUMENTS

The Company shall not be responsible for the Inss in transmission of any cheque, warrant., certificate

or (without any limitation eiusdem generis) other document sent through the post either to the

address of any Shareholder or to any other address requested by the Shareholder.

30. NOTICES

30.1. The Company may give notices, documents, records or statements or notices of availability

of the aforegoing by personal delivery to the Shareholder or by sending them prepaid

through the post or by transmitting them by Electronic Communication.

30.2. The Shareholder has after having furnished an Electronic Address to the Company, by doing

s o -

30.2.1. authorises the Company to use Electronic Communication to give notices,

documents, records or statements or notices of availability of the aforegoing to

it; and

30.2.2. confirms that same can conveniently be printed by the Shareholder within a

reasonable time and at a reasonable cost.

30.3. Any notice required to be given by the Company to the Shareholders or the holder of a

security warrant to bearer, and not expressly prohibiting the provisions of this clause from

applying, shall be sufficiently given (subject to giving a notice of availability in accordance

with clause 30.1 or 30.2), if given by posting it on the Company's web site until at least the

date when the event to which the notice refers occurs.

30.4. Any notice, document, record or statement or notice of availability of the aforegoing sent by

the Company shall be deemed to have been Delivered on the date and time determined in

accordance with Annexure C.

30.5. A Shareholder (or his executor) shall be bound by every notice in respect of the Shares

Delivered to the Person who was, at the date on which that notice was Delivered, shown in

the Securities Register or established to the satisfaction of the Directors (as the case may

be) as the Shareholder, notwithstanding that the Shareholder may then have been dead or

may subsequently have died or have been or become otherwise incapable of acting in

respect of the Shares, and notwithstanding any transfer of the Shares was not registered at

that date. The Company shall not be bound to enter any Person in the Securities Register as

entitled to any Shares until that Person gives the Company an address for entry on the

Securities Register.
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30,6 If joint Shareholders are registered in respect of any Shares or if more than 1 (one) Person

is entitled to Shares, all notices shall be given to the Person named first in the Securities

Register in respect of the Shares, and notice so Delivered shall be sufficient notice to all the

Shareholders of Shares.

30.7. The Company shall not be bound to use any method of giving notice, documents, records or

statements or notices of availability of the aforegoing, contemplated in the Regulations in

respect of which provision is made for deemed delivery, but if the Company does use such a

method, the notice, document, record or statement or notice of availability of the aforegoing

shall be deemed to be delivered on the day determined in accordance with the Regulations.

In any other case, when a given number of days' notice or notice extending over any period

is required to be given (which are not Business Days which shall be calculated in

accordance with clause 31), the provisions of clause 31 shall also be applied.

30.8. As regards the signature of an Electronic Communication by the Shareholder, it shall be in

such form as the Directors may specify to demonstrate that the Electronic Communication is

genuine, or failing any such specification by the Directors, it shall be constituted by the

Shareholder indicating in the Electronic Communication that it is the Shareholder's intention

to use the Electronic Communication as the medium to indicate the Shareholder's approval

of the information in, or the Shareholder's signature of the document in or attached to, the

Electronic Communication which contains the name of the Shareholder sending it in the

body of the Electronic Communication.

31. FINANCIAL YEAR

The Financial Year of the Company is the 12 (twelve) Month period ending on 31 March of each

year. The Financial Year may not be changed by the Board without the prior Written consent or

approval of the Shareholder and subject to the PFMA and the requirements of section 27(4).

32. CALCULATION OF BUSINESS DAYS

When a particular number of Business Days is provided for between the happening of one event and

another, the number of days must be calculated by —

32.1. excluding the day on which the first such event occurs; .

32.2. Including the day on or by which the second event is to occur; and

32.3. excluding any public holiday, Saturday or Sunday that falls on or between the days

contemplated in clauses 32.1 and 32.2 respectively.

33. WINDING UP

Subject to the provisions of the Act, the Company shall not be wound up or placed into "business

rescue" as contemplated in the Act without the prior Written consent of the Shareholder.
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34. SUBSIDIARIES

The Company may, from time to time, form or acquire further Subsidiaries, subject to the PFMA and

the Enabling Legislation and the provisions of this MOI.

PROTECTION OF WHISTLE-BLOWERS

The Company shall establish and maintain a system to receive disclosures contemplated in
seclion 159.
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Annexure A - Definitions in the Companies Act

"accounting records" means information in written or electronic form concerning the financial affairs of a
company as required ;n terms of this Act inciudir.y, but not limiied to, purchase and sales records, genera!
and subsidiary ledgers and other documents and books used in the preparation of financial statements;1

"annual general meeting" means the meeting of a public company required by section 61(7);

"audit" has the meaning set out in the Auditing Profession Act, but does not include an "independent review"
of annual financial statements, as contemplated in section 30(2)(b)(ii)(bb);

"auditor" has the meaning set out In the Auditing Profession Act;

"Banks Act" means the Banks Act, 1990 (Act No. 1194 of 1990);

"beneficial interest", when used in relation to a company's securities, means the right or entitlement of a
person, through ownership, agreement, relationship or otherwise, alone or together with another person to—

(a) receive or participate in any distribution in respect of the company's securities;

(b) exercise or cause to be exercised, in the ordinary course, any or all of the rights attaching to the
company's securities; or

(c) dispose or direct the disposition of the company's securities, or any part of a distribution in respect of
the securities,

but does not include any interest held by a person in a unit trust or collective investment scheme in terms of
the Collective Investment Schemes Act, 2002 (Act No. 45 of 2002);

"board" means the board of directors of a company;

"business days" has the meaning determined in accordance with section 5(3);

"central securities depository" has the meaning set out in section 1 of the Securities Services Act, 2004
(Act No. 36 of 2004);

"Commission" means the Companies and Intellectual Property Commission established by section 185;

"Commissioner" means the person appointed to or acting in the office of that name, as contemplated in
section 189;

"company" means a juristic person incorporated in terms of this Act, a domesticated company, or a juristic

person that, immediately before the effective date —

(a) was registered in terms of the —

(i) Companies Act, 1973 (Act No. 61 of 1973), other than as an external company as defined in
that Act; or

(ii) Close Corporations Act, 1984 (Act No. 69 of 1984), if it has subsequently been converted in
terms of Schedule B;

(b) was in existence and recognised as an 'existing company' in terms of the Companies Act, 1973 (Act
No. 61 of 1973); or

(c) was deregistered in terms of the Companies Act, 1973 (Act No. 61 of 1973), and has subsequently
been re-registered in terms of this Act;

1 Regulation 25(3) contains requirements as to what the accounting records must Include.
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"Competition Act", means the Competition Act, 1998 (Act No. 89 of 1998);

"convertible" when used in relation to any securities of a company, means securities that may, by their
terms, be converted into other securities of the company, including—

(a) any non-voting securities issued by the company and which will become voting securities—

(i) on the happening of a designated event; or

(ii) if the holder of those securities so elects at some time after acquiring them; and

(b) Options to acquire securities to be issued by the company, irrespective of whether those securities
may be voting securities, or non-voting securities contemplated in paragraph (a);

"creditor" means a person to whom a company is or may become obligated in terms of any liability or other
obligation that would be required to be considered by the company if it were applying the solvency and
liquidity test set out in section 4;

"director" means a member of the board of a company, as contemplated in section 66, or an alternate
director of a company and includes any person occupying the position of a director or alternative director, by
whatever name designated;

"distribution" means a direct or indirect—

(a) transfer by a company of money or other property of the company, other than its own shares, to or
for the benefit of one or more holders of any of the shares or to the holder of a beneficial interest in
any such shares, of that company or of another company within the same group of companies,
whether—

(i) in the form of a dividend;

<ii) as a payment in lieu of a capitalisation share, as contemplated in section 47;

(iii) as consideration for the acquisition—

faa,) by the company of any of its shares, as contemplated in section 48; or

(bb) by any company within the same group of companies, of any shares of a company
within that group of companies; or

(iv) otherwise in respect of any of the shares of that company or of another company wthin the
same group of companies, subject to section 164(19);

(b) incurrence of a debt or other obligation by a company for ihe benefit of one or more holders of any of
the shares of that company or of another company within the same group of companies; or

(c) forgiveness or waiver by a company of a debt or other obligation owed to the company by one or
more holders of any of the shares of that company or of another company within the same group of
companies,

but does not include any such action taken upon the final liquidation of the company;

"effective date", with reference to any particular provision of this Act, means the date on which that
provision came into operation in terms of section 225;

"electronic communication" has the meaning set out in section 1 of the Electronic Communications and
Transactions Act;

"Electronic Communications and Transactions Act" means the Electronic Communications and
Transactions Ad , 2002 (Act No. 25 of 2002);

"employee share scheme" has the meaning set out in section 95(1 )(c);
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"exchange" when used as a noon, has the meaning set out in section 1 of the Securities Services Act, 2004
(Act No. 36 of 2004);

"exercise", when used in relation to voting rights, includes voting by proxy, nominee, trustee or other person
in a similar capacity;

ex officio director" means a person who holds office as a director of a particular company solely as a
consequence of that person holding some other office, title, designation or similar status specified in the
company's Memorandum of Incorporation;

"external company" means a foreign company that is carrying on business, or non-profit activities, as the
case may be, within the Republic, subject to section 23(2);

"financial statement" includes—

(a) annual financial statements and provisional annual financial statements;

(b) interim or preliminary reports;

(c) group and consolidated financial statements in the case of a group of companies; and

(d) financial information in a circular, prospectus or provisional announcement of results, that an actual
or prospective creditor or holder of the company's securities, or the Commission, Panel or other
regulatory authority, may reasonably be expected to refy on;

"group of companies" means a holding company and all of its subsidiaries;

"holding company", in relation to a subsidiary, means a juristic person that controls that subsidiary as a
result of any circumstances contemplated in section 2{2)(a) or 3(1)(a);

"incorporator", when used—

(a) with respect to a company incorporated in terms of this Act, means a person who incorporated that
company, as contemplated in section 13; or

(b) with respect to a pre-existing company, means a person who took the relevant actions comparable
to those contemplated in section 13 to bring about the incorporation of that company;

"individual" means a natural person;

"inter-related", when used in respect of three or more persons, means persons who are related to one
another in a linked series of relationships, such that two of the persons are related in a manner contemplated
in section 2(1) and one of them is related to the third in any such manner, and so forth in an unbroken series,

"juristic person" includes—

(a) a foreign company; and

(b) a trust, irrespective of whether or not it was established within or outside the Republic;

"knowing", "knowingly" or "knows", when used with respect to a person, and in relation to a particular
matter, means that the person either—

(a) Had actual knowledge of the matter; or

(b) Was in a position in which the person reasonably ought to have—

(I) had actual knowledge;

(ii) investigated the matter to an extent that would have provided the person with actual
knowledge; or
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(iii) taken other measures which, rf taken, could reasonably be expected to have provided the
person with actual knowledge of the matter;

"nominee" has the meaning set out in section 1 of the Securities Services Act, 2004 (Act No. 36 of 2004);

"ordinary resolution" means a resolution adopted with the support of more than 50% of the voting rights
exercised on the resolution, or a higher percentage as contemplated in section 65(8) —

(a) at a shareholders meeting; or

(b) by holders of the company's securities acting other than at a meeting, as contemplated in section 60;

"person" includes a juristic person;

"personal financial interest", when used with respect to any person—

(a) means a direct material interest of that person, of a financial, monetary or economic nature, or to
which a monetary value may be attributed; but

(b) does not include any interest held by a person in a unit trust or collective investment scheme in
terms of the Collective Investment Schemes Act, 2002 (Act No. 45 of 2002), unless that person has
direct control over the investment decisions of that fund or investment;

"prescribed officer" means a person who, within a company, performs any function that has been
designated by the Minister in terms of section 66(10);

"present at a meeting" means to be present in person, or able to participate in the meeting by electronic
communication, or to be represented by a proxy who is present in person or able to participate in the
meeting by electronic communication;

"private company" means a profit company that—

(a) is not a public, personal liability or state-owned company; and

(b) satisfies the criteria set out in section 8(2}(b);

"profit company" means a company incorporated for the purpose of financial gain for its shareholders;

"public company" means a profit company that is not a state-owned company, a private company or a
personal liability company;

"record date" means the date established under section 59 on which a company determines the identity of
its shareholders and their shareholdings for the purposes of this Act;

"registered office" means the office of a company, or of an external company, that is registered as required
by section 23;

"related", when used in respect of two persons, means persons who are connected to one another in any
manner contemplated in section 2(1 }(a) to section (c);

"rules" and "rules of a company" means any rules made by a company as contemplated in section 15(3) to
(5);

"securities" means any shares, notes, bonds, debentures or other instruments, irrespective of their form or
title, issued or authorised to be issued by a profit for the purposes of raising capital;

"securities register" means the register required to be established by a profit company in terms of
section 50(1);

"share" means one of the units into which the proprietary interest in a profit company is divided;
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"shareholder", subject to, means the holder of a share issued by a company and who is entered as such in
the certificated or uncertificated securities register, as the case may be;

"shareholders meeting", with respect to any particular matter concerning a company, means a meeting of
those holders of that company's issued securities who are entitled to exercise voting rights in relation to that
matter;

"special resolution" means—

(a) in the case of a company, a resolution adopted with the support of at least 75% of the voting rights
exercised on the resolution, or a different percentage as contemplated in section 65(10):-

(i) at a shareholders meeting; or

(ii) by holders of the company's securities acting other than at a meeting, as contemplated in
section 60; or

(b) in the case of any other juristic person, a decision by the owner or owners of that person, or by
another authorized person, that requires the highest level of support in order to be adopted, in terms
of the relevant law under which that juristic person was incorporated;

"subsidiary" has the meaning determined in accordance with section 3;

"voting securities", with respect to any particular matter, means securities that—

(a) carry voting rights with respect to thai matter; or

(b) are presenUy convertible to securities that carry voting rights with respect to that; and

"wholly-owned subsidiary" has the meaning determined in accordance with section 3(1 )[b).
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Annexure B - Ineligible / disqualified in terms of section 69(7) and (8) of the Act read with Regulation

39(3)

1. A person is ineligible to be a Director if the Person -

1.1. is a Juristic Person;

1.2. is an unemancipated minor, or is under a similar legal disability; or

1.3. does not satisfy any qualification set out in the MOI.

2. A person is disqualified to be a Director f f -

2.1. a court has prohibited that Person to be a Director, or declared the Person to be delinquent

in terms of section 162, or in terms of section 47 of the Close Corporations Act, 1984 (Act

No. 69 Of 1984); or

2.2. the Person -

2.2.1. is an unrehabilitated insolvent;

2.2.2. is prohibited in terms of any public regulation to be a Director;

2.2.3. has been removed from an office of trust, on the grounds of misconduct

involving dishonesty; or

2.2.4. has been convicted, in the Republic or elsewhere, and imprisoned without the

option of a fine, or fined more than R1 000,00 (one thousand rand), for theft,

fraud, forgery, perjury or an offence -

2.2.4.1. involving fraud, misrepresentation or dishonesty;

2.2.4.2. in connection with the promotion, formation or management of a

company, or in connection with any act contemplated in

subsection (2) or (5); or

2.2.4.3. under the Companies Act, the Insolvency Act, 1936 (Act No. 24 of

1936), the Close Corporations Act, 1984, the Competition Act, the

Financial Intelligence Centre Act, 2001 (Act No. 38 of 2001), the

Securities Services Act, 2004 (Act No. 36 of 2004), or Chapter 2 of

the Prevention and Combating of Corruption Activities Act, 2004

{Act No. 12 of 2004).
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nlo whbmtne
ofcurnerrt is to be

ivered

Any Person

Annexure C - Prescribed methods of delivery in the Regulations

Melfibd of ̂ delivery Date and Time JOT pe^mfedflei"flye ry

By faxing the notice or a certified
copy of the document to the Person,
if the Person has a fax number;

By sending the notice or a copy of
the document by electronic mail, if
the Person has an Electronic
Address;

On the date and at the time recorded by
the fax receiver, unless there is
conclusive evidence that it was delivered
on a different date or at a different time.

By sending the notice or a certified
copy of the document by registered
post to the Person's last known
address;

On the date and at the time recorded by
the computer used by the Company,
unless there is conclusive evidence that it
was delivered on a different date or at a
different time.

By any other means authorised by
the High Court; or

By any other method allowed for that
Person in terms of the following
rows of this Table.

On the 7th (seventh) day following the
day on which the notice or document was
posted as recorded by a post office,
unless there is conclusive evidence that it
was delivered on a different day.

In accordance with the order of the High
Court.

As provided for that method of delivery.

Any natural Person By handing the notice or a certified
copy of the document to the Person,
or to any representative authorised
in writing to accept service on behalf
of the Person;

On the date and at the time recorded on a
receipt for the delivery.

By leaving the notice or a certified
copy of the document at the
Person's place of residence or
business with any other Person who
is apparently at least 16 (sixteen)
years old and in charge of the
premises at the time;

A company or similar
body corporate

By leaving the notice or a certified
copy of the document at the
Person's place of employment with
any Person who is apparently at
least 16 (sixteen) years old and
apparently in authority.

On the date and at the time recorded on a
receipt for the delivery.

On the date and at the time recorded on
receipt for the delivery.

By handing the notice or a certified
copy of the document to a
responsible employee of the
company or body corporate at its
registered office or its principal place
of business within South Africa;

If there is no employee willing to
accept service, by affixing the notice
or a certified copy of the document
to the main door of the office or

On the date and at the time recorded on a
receipt for the delivery

On the date and at the time sworn to by
affidavit of the Person who affixed the
document, unless there is conclusive
evidence that the document was affixed
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Perscjn to whom tlj

delivered

A el hod of tfelfvi

place of business. on a different date or at a different time.

The state or a province By handing the notice or a certified
copy of the document to a
responsible employee in any office
of the State's Attorney.

On the date and at the time recorded on a
receipt for the delivery.

A municipality By handing the notice or a certified
copy of the document to the town
clerk, assistant town clerk or any
Person acting on behalf of that
Person.

On the date and at the time recorded on a
receipt for the delivery.

A trade union By handing the notice or a certified
copy of the docu ment to a
responsible employee who is
apparently in charge of the main
office of the union.

On the date and at the time recorded on a
receipt for the delivery.

ff there is no person willing to accept
service, by affixing a certified copy
of the notice or document to the
main door of that office.

On the date and at the time sworn to by
affidavit of the Person who affixed the
document, unless there is conclusive
evidence that the document was affixed
on a different date or at a different time.

Employees of the
Company

By fixing the notice or certified copy
of the document, in a prominent
place in the workplace where it can
be easily read by employees.

On the date and at the time sworn to by
affidavit of the Person who affixed the
document, unless there is conclusive
evidence that the document was affixed
on a different date or at a different time.

A partnership, firm or
association

By handing the notice or a certified
copy of the document to a Person
who is apparently in charge of the
premises and apparently at least 16
(sixteen} years of age, at the place
of business of the partnership, firm
or'association;

On the date and at the time recorded on a
receipt for the delivery.

If the partnership, firm or association
has no place of business, by
handing the notice or a certified
copy of the document to a partner,
the owner of the firm, or the
chairman or secretary of the
managing or other controlling body
of the association, as the case may
be.

On the date and at the time recorded on
a receipt for the delivery.
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GrcipCoropany Secre'ar et

INTRODUCTION

1. Transrst is canmfled to ensuring effect-'ve go'/ern3r>;e e-.cl risk management thfc-chcu trie
organisation.

2. This policy, which supports the Transnel Code of Ethics and A-il'-Fraud Policy, p-ovittes a governance
franevvwk to regulate declaraticns of interest and provides fcr rented c-ar.y disclosures

PURPOSE

3 "he purpose of the policy is :o:

3.1 1 Crests awareness of •htai ccnstitt-'es a conflict of interest;

3.1.2 Provide guidance ic errip'eyees en tte cissosurs c! ir-ieresls 3rd rs'atad party transac-ior.s and
guidance on fte ciscic-sura cf directorships held ir. ether companies:

3 13 Create a,n environment in wh'ch employees underpaid v̂ hat t!is conseq^erces are fcr nor-
cemj:lanes, end

3 \A Pfoyrde guidance en the d'jfes of employees '.o discloss a conflict cf intsres: (mat errpto/ees have

ectusi knew'edge cf, cr reascnafaly eight [o have kre/.-'edee cf. or ir rescsct o' v^ich I're

emplcysea reasonably cught to have irvesligsted cr taken ir.easjra3 which yjouid have provided

t-e emptoyees with ll".e ac-ual knowisdgs of;, n accordance wt!i legislation ard Tr=nsrsl'3 pokies.

APPLICABILITY

4. This pclk:y wil be app'ic3ble to 2-1 employees of the Gorrpsny

DEFINITIONS

5 Conflict of interest": includes, inters'Ja, a s Ija'.cn In v<h-;h

5 1 An errp.royee has a Personal Fuiancial Interest.

5 2 An employee has prvate interests cr personal conside'atiors or hss an A'f Jefion or a RelaVonship
/rtiich affects, of rra-/ affect, cr nsy be perceivec to gfect his-her |Ldarre-( r- scting m t*e test
interests of Trarsnel, cr could corrupt the emptyec's rrctivalions for acllrg m a part cular mamer.
or .\'r ch couid resut in, or oe perceived as Favoritism or Mepolism,

5 3 Anerrp'oyesusss h:'shef position, or prvi'eges cr nfer"nation obtained vrieactngin the capacit/

as an employee for

5 3 1 Private gain cr advsnceixen;; or

5.3 2 Trie expectation cf priva'.e gain, cr advancens-t, cr any otl sr edvartage eccr-irg to t^e
e.-nployee or any member cf ti:s farrily, or Tiends c--' btsiness 3sscci3!es

6 Affiliation Invch/ererE v.-ilh averdor. service cro.'der, cr ccmpel.tor of T'arsretcn lhepsTc/:he
errpfoyee. a person reated to fre errploy=e c lr~e employees family, or frsrds cr business
sssc-catss, inc'idirg ssrvir.g as a shareholder, board rremter. etiployee ccisuilant or adviser to
tre aforemeri.oned en! t.as

7 Nepotism The appcinlnenf, smpicy^ent, cro*notiom cr sdvar.cerr.ent cf 3 rs'cted party r a
position, cr Ihe 2dvocscy of si-ch actions oy any employee, wliere ;iist enplcyee is able to
ir.fluer.c3. direc '̂y or ind'rectly the deuisi^ns r^lai "•; tc itese specified aciicrs

d-zlatji en cf -lere
T-=nsre-30CUd
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Group Company Sece'eriat

d Favouritism An inclinelcr j i afLude or bsraviour to siiov/ prefersnt.sl trsalme-il towards a certain
pe'son, grouper ert:ty.

9. Involvement Business, social cr family cor.TSclion which may contribute to ary urtf-e infusree in
favour of the frird party.

10 Personal Financial Interest": means a drect iMster*el interest of a person of a fina-cal, rrofi&Sary
or eM.n-rric nature or !o i*,hich a rr.0r.e-e7 '/a ue may fce attrt-jied

10.1. "Material1: when Lised ss a- sJ;sctiv-e rr.eans significant h U's cif:un*5t3nce5 or a particu a* matrer.
to a degree that.

10 11 is c' consequence in detsminirc Ihs matter, cr

10 12 might reascrabiy affect a perso-'s jicg-rent or fecsicr-making bi ft? mailer; c*

^ - —. 10 1 3 cogtd influence the eccron-iic dseisicrs tafcsn in a matter

• O
11. Key meeting includes any meeting v-hsre decis-cra recard-fig contracts or ary ether significant

financial transactions are made, This may incMs, but is no) limited to, sv/arjina of lenders,
negotiation of !3riffs::JClures, zny tlrrc1 party transaclcns w-ere the excision naksrs r:sy hold any
d-rect cr ind^ect fina-'io^f interest cr where ary err-pbyee may beneiil in ary way frcm the
transaction {inclining ary indirect tensfit to 3 reeled party). T.iese nieetr.es may irc'urje, but ere
nc! Imited to; Group Exccu'ive Cc^wiltee and sub cemmi^ess, eg. GroLp r'narce Ccrnrrtttaa.
Capital l.'vestnent Ccrrrnirtee. elc

12 Rslg'.ed MfSorXjl- an i co^fr;!:

12. t Ralaled:

Whs.' jSed :n r=5p=c! of W,c persons, n:e3rs pe'SO'S whe are connected 'o c~e aroiro* m any
manrerconteTiplated in subsection (1) teiow:
(1) faj ap;rtd;v:d-alis related to another Jidi'/djairftrty—

(i) are married cr live together in a relaticisrvp similar to a marriage or
(it} sr= separated ty no more tnan ens decree c-f rat'jral or adiipte; consancti-rity cr

affnlty;
p) an irdivdusl is retard to a jur'stc persc-r 'f -"^ Lidivrdt-af direct1 y or rcirecfy corbo's the

j j*ufi3!.c person, as deteriiired ir accordarce u in si:U5acl,on [2/ be-'ow, and
('el a juristic pe^on is re'ated to anclhs' juf'st c person if—

(i) eitl-er of tnem directly c indireci'y controls ih~ oihe', cr Ihe txsi;ie3S of ̂ e ctrer, a=
determined in acccrdarca win subsection (2) below;

(5; ailher s a SLbsidisry of ll'e ct.ier, or
iili; a pa'sc d,r=clly or ir.directly ccntrcls each cf frsm, cr the b'tsiress of each of tr.srr

as de!crm;red in accordance win subseclicr 2) below.

12 2 Control:

<2J for the puraose cf s-.tsectcr [ i j above. 3 pe*scn controls 3 juristic pe'scn. or its bus re.-s, if—
i'a,,1 in -xe case cf 3 juris tx: person in at s a conpany—

0 lhat .'urislic persor is a subsidiary of -hat first person, as determined ir accordarce
with Ihe Co-Tiparies Act; or

$ 'iha! first person tccethsr /,t|h any rs a'ed cr Li-e.-.rslglecJ persor. is—

e) 5CC LW
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v Secretariat

(ad) directly or irdfectiy able to exercisa or central the exercisa cf a majority of
Ihe vcting rights associated v*jth securities of that company, whether pursuar.1
to a shareholder agr£2meiicr otherwise; or

(bo) has the right to apporit or s'ect, <x ccntrci the aopoin.trr>enl cr elector of,
directors of Irat company vro corlrcl a majority of the votes at a mealing of
the beard,

(!>/ in t ie cass of a juristic perscn tha: is a :os= ccrco.-ston, that first pe'son owns the majority
of (he rrenber;' Merest, or controls drsciiy cr hss the right to conyol, the nsjor'ty cl
members' votes in the c!cse corporation,

fcl in Ihe case cf a juristic person that Is 5 '.r-x thai f rsL pe(sw hss Hie ab îly t j corlrol ine
majority of the vates of the trjstess cr to ap-cont tha n-sjtyity cf Ihs t-ustees, or Ic appoint
cr change -he rr.2jGrity of the beneficiaries of the Uusi; or

(•1) ihal firs; psrsor. has the aoHily tc rra'.trai:/ inllusnce the pcfcy of 'Jie juristic person in e
rranrer compg-gble to a parson who, in ordinary cornmerc;al praclics. A'CJU fcs efcl* to
2X3rcis3 an slerrer.-. of coritrol fe;err=d to ir paragraph (3) (b) or (cj ci 5_fcsection (2).

13. Relationship '"nciudes the conne;i'on suts'stng t=t.*.^n any W»o cr ncre perwra «ro £fe related
orint3r-fe:aled

U A related party transaction ,s a lf£fsfir cf resources, services cr obligations tstv.'sei rs'ated
partes, regardless of '.welter a price is cU'ged

15. Significant Influence, is !he power Ic parti:'pare n the financial and operate po'cy deciiiens of
ar entity, but dees net necessarl/ arr.Qjn: to corircl Signircam inlluence nay be paired by share
ownership, statifc or ajreenent

SCOPE

Declaration of interest in contracts and t'nancial Interests

15.1 Applicable to: Management (Le«'s A - F) and all cner employ==5 v.-io ha-.-a an inte^st either
d'fscily Cf rdirecliy know \ra\ a t=!ated person ias •nt=r-ast -
151.1 any rev/ of existirg ccntraci w-tn an e"iily ex'erra1 :o Transne'v/hchrra/ conduct, cr dees

conduct business with Transnst.
151-2 acquirir-g Transnet ar.d/cr its subsidiarss, its assets c tus r^sse.s, cr c--y part 'hereof
15.1,3 any joint wsnture or olher business veriure v/ith Tf arsret or any 0' it; s^bskjisr:5s; 3rd
1-5.1.4 te'idering for the supply cf goods or services to Transput cr tsrilerng fc advisory cr o-her

prc-iessicral ser/ces felateO ic the L-3n;acfo-is fefens'J lo abo'.e, Coilecl^ey, a
"Contractual ln-.sr=sf.

16 2 To be completed: Annually by 2nd as and when an irtersst in a cor,tr?£t is idenlfe-J srd all
ernployees as =nd v/hen identified.

16 3 To be submitted: to Uis Group Compary Secretar/.-Gcve-nance Officer

16" The rdeyantformsforcomplet;on: .V.nexijVA'

Trjns"=l 3C I Ud

0058-0373-0001-0523

TRANSNET-REF-BUNDLE-02951



1064

y Sscreterist

Annual declarations/Related party disclosures

17.1 Applicable to: Management (Leve-s A - F) and ei! Oliver e.-nployees '.-.to have a Ccnflic- of Intersst

including.

17.1.1 all employees -/.'ho have sr merest eili*e' direcliy cr indlrscly or kn.y.v trial a related

perscn has an interest in any en:ty exanal to Transret which nay conduct or does

conduct business with Transnet.

'7 1.2 every entiy in 'aspect of when ary person related to ycu is a direoio* cr nsnager. or vvhich

is Cor-tioilsd /Significantiy Influenced by any SJCI person retelsd lo ycu or in vnicn any

such person related lo ycu l~as a shareholding cf other similar interest sr-d in respect of

•Afikh a Conflict of Interest exists cr 3 pctente1 Conflict cf Interest msy arise.

17.2 To be campleted. A,Tually arci ss and when 3 Conflict of Inlerss; arises, and/cr directorship cr

financial inters' cf employee chances ftilhin fr.e finsreial year, or di/eciorsfcip or financial interest of

persors related to you charge ;\'A'r\»". [he financial ye.r.

17 3 To bs submitted: to Ins G'oup CoTC-ar:y Secretary'Governance Officer

17.4 Even illliers sre roccnf;ctso :i*tere;ttrie p-'gscriwd Ar-i^a. Declar^ticncf Interests ard Relat;^
Parr/ D sctostre fcrrrs rrusi be corrp-'sled i e. a Nil Declaration.

17.5 The relevant forms for completion Anr.exure "B'.

Declaration of interest at meetings

13 1 Applicable to: All menders cf,2ttsndees st ksy iTies'.ings fas def.red n Ihs policy;

lo 2 if an employee has a con- ict o'" interest r -espsa cf a rralte.- to be cons-derec al a rrestmg, cr
knows that g related person has a personal financia; interest in '.re maKer. the empfcysa

IS 2 I must disclose tre interest and its geisral nature iie'cre Uie rralter 6 censkterec! ai the

reeling

15 2 2 must disease lo the meet ng any nats'ial "nfermatier relating to the matter ard kno?.n to

l-e err.plcyse;

15 2 3 may Cisciose any observations or Decent ir.sigf-ls relatr.g to ;he rerier if requested to do

so;

13 2 4 if present at Ihe meetinc. rriLSt re:use h tissif/herseif from the rreeUng nmeoiately after

k;ng any ctec'osure coniemplsted in pa'agrsohs 13.2.2. or 13.2.3;

C»c:d.-alicr of r'«ssi Hi 3Jsle5 Pa • / Lis=:c«'i:=s ?zxielfwJ m '- .u-y K'7 J jf I?
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