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G-ap Cc-mp£ry Secretsrat

13,2.5 nust rot ta;<e part In tiis ccnsiderafcn of tre matter, except to tre extent contended in

^ 2.2 end 13.2.3;

18,2.6 v.hite ebssnt frcn* the rreeiirg ir texis cf fiis

• is :o fee regarded as fc&ng present at Ite meeting for tre purpose cf determnirg a

quorum; ard

» is rot to be regarded as being present al We meeting kx the purpose of cstrmming

whether s resoiut en has ancient suppcrt to be adopted, ard

18 2.7 nust not execute any cocuiwnt on beliaif of Transnsi in re'aticn to tns metier untess

specifically req'jested ord'rected to do so by the Board of Tr£n$r.et

13 3 To be completed: At e=ch key nesting

13 4 To be submitted: lo trie applicable ComrrKtee Secretary

1c 5 The relevant forms for completion: Anrexj? ' C

POUCY STATEMENT

19 Transnei e cofr-in'tted lo complying v.ilh L̂ e relevant requirements of tre Companies As No 71 of
2C06 ("the Ccmpantes Ac") and the principles of corporate governance.

20. This policy is intended Ic high ight l".e &fe$ o* Ihe eTiplOye-js (O'.'/a'ds Transnet, and to specify
gukieTnes fc< a! errptoyees to declars ar.d rraraGe con'licts of in!sr?3t3 and ccrduct tl"ems5lvs3 in
a traftSparent, respcns,'fcie, fair a-rd elhica' rrainer.

ROLES AND RES3ONS BILfTIES

21 Group Exco '& responsitie ard accourJab-e for the inpterrerits:>)n of this po;:cy.

22 Tr.e Group Company S^retary"Governance Officer is r=sponstte for ecswrg 'jiat Ire dec 3:5; ons
rsfe'rsd to in !nis policy 2r? d strit j 'ed and receded tni5GLS;y

23 ft is the respcnsitility 0/ esch employee b cec'ara tneir inle'es* as r^srred fc- in tfts pofcy, as and
v.hen it arses

RELATED INFORMATION AND REFERENCE

24 The po icy mts; fce rssd n ccn;urcLcr: y.il- tre fclc-v re r^ated inter.iai end extsma: JocuneiU

25 1 Internal Documents:

25 1-1 T-ansnet Cede cf Ethics, Disciofinaiy Cede ard relevar; eniploymem cor,C3ct5

25 • 2 Pafrcy on rior,-Executive Ctreobfahip ard Trjsteeshto c; T'ansnet e/rp-oyess

10 c/ IS
raral =CC u"
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25.1.3 Transnet Gifts Poficy.

25.1.4 Transnet Anli-Fratd Policy1

25.1.5 Trensnet Procurement Prccecjrcs Wsnjal

25.15 Transnet Rscruitrreni & Se!ecl,on Pclcy,

251 7 Suppfer Cede of Conduct

25.2 External Documents:
25.2.1 Tr.e Companies Act IN'o./l of 2CC8,
25.22 TnsPubfc Finfincef,!snagementActHo.1 of 1699;
25.2.3 Tre King Report or, Governance for Sath Africa, and the Kir.q Ccd? of Gcvsrnance
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EXCLUSIONS

26. There E/e ro ex^^jsions Ic this Pclicy.

REQUEST TO DEVIATE FROM POLICY

21. h cases i'.-hsrs natarfa1 and compelling ci*cun*slances nsrit dej?aliori(s} frorr particulcr pro'/fs;on(s}
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a'Jthoir/ lo grant s;ch re-} jest, i i who:e or in pai. or to re/jse sana

WARNWG

23

29
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O
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SCC Ji
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Annexure A

• 4

DECLARATION 0? INTERESTS IN CONTRACTS

Surname

First Narr.es

Nationality

Identity Number

Date of Birth

Occupat:on/Position

Employer/Division

Residential Address

Business Address

Postal Address

1. Please Identify all existing or potential conlracts or Related Party Transactions, in so far as they relate or
may relate to Transnet, in which you rray have a direct'indirsct interest, or where you may have significant
participation orlnvoivemer.t.

O
Name of
transaction

contract/ Details Nam?
party

cf third Registered
address

Registration
Number

Mature of
Interest/

participation

i

sec _.i

0058-0374-0001-0003
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Grotp Ccrrpan/ Ssc/slar'al

2. Please identify all existing or potential contracts or Related Party Transactions, In so far as they relate or
may relate to Transnet, In which 2 related person may have a direct/indirect interest, or where a related
person may have significant participation or irwdvement.

Name of contract/
transaction

Details Name of
related person

Registers^
address

Registration
Number

Details of Relation
to you and nature

of interest/
participation

3. I confirm that I have read (he Transnet declaration of interest ard related party disclosures policy, and I
confirm that I have made lull ar,d proper d sclosure (to th$ best of my knowledge and belief) cf all interests
which I have or which a related person has In respect of any contracts relating to Transnet,

•8 Employee Signature

Date

, Employee Number.

rarest 3rd =.?xec f arly -rt
"ransnel 5CC Lid

^ j cclicy ^Kecl-ve I Wy 2CM ;• IS

0058-0374-0001-0004
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Cfyjp Conpav/ S=cralai£t

TRAN3NET SOC LTD

ANNUAL DECLARATION OF INTERESTS

Annexure B

Surname

First Narres

Nationality

Idsnlity Number

Date of Eirth

Occupa'icn/Pos;lion

Employer/Division

Residential Address

Businsss Address

Postal Address

1. Directorships and other financial interests (Plsase incicats all companies cf which yo j are a dirsctcr, close
corporations cf which you are a member, partnerships, trusts, sols proprietorships and other entities in
which you have an interest and include all entities that are Controlled/Significantly Influenced by you. and list
all entities In which you have a shareholding cr similar interest and indicate with an asterisk those interests
which constitute a Conflict of Interests.

Name of entity

(egXfZ(Pty)
Litr.txi)

Registered address

fag TransnetSCCitd,
47* Ficcr, C&Xon Centre.
150 Commissioner S'jeet.

Johannesburg)

Registration
number

(3 0
199$0QC&StWj

Nature of

Interest

(r.g tier.-
Executes

OwsctcrtSharsfr
cfcterj

Date of

Appointment
or Acquisition

of Interest

(e.c.13Jtjiy
1999)

% held

i'e.ff fill)

Employee Signature

Date

. Employee NJmber

T:v<re. SCO '-fcJ

0058-0374-0001-0005
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Gr:u Secrelsnat

TRANSNETSOCLtd

RELATED PARTY DISCLOSURES

2. Family members (Please identity all your close family members)

Close ferriiy members irelude yotr spcu^e cr domestic pairer (if no', married}, your ch :drsn cr yyjr dcrngolic
p2rtr[£"'s cnildfcn, ar.d your dependants cr depeniarts of your spouse or dcrresiic

Full names and Surname Rgla:ionship with Employee

Employee S'gnatjra

Dale _ _ _ _

Eirployee Number

Tfara-e" 3CC -Id

0058-0374-0001-0006
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U

TRANSNET SOC Ltd

RELATED PARTY DISCLOSURES

3. Directorships and other financial Interests of tne family members as idgrilified on page 2 (Please identify
every company, closa corporations, partnerships, trusts: sols proprietorships and other entities of which
any close family member of yours is a director or manager, or which is controlled/jointly
controlled/significantly influenced by any such close family member, or in which any such ctoss family
member has a shareholding or other s'milar interas!)

Full names and Surname
of close family rela!iv=

Entity v^ere f.nanc'al
Interest held

(a/Spase/Domsslic partner !

1

bjChftircTi (OVA & those cf

spousa'domesic partner)

1.

2

3

c)Cep=r.^i[s\Own cr Cross o1

spcuse of domestic pairer )
j

1 .

2

3.

d) Juristic Persons Reiated io you

1.

2.

3.

Nature of
financial
interest

% held

I confirm that I have read the Transnet declaration of interest and related party disclosures policy, and I confirm
that I have made full and proper disclosure (!o the best of my Knowledge and belief) cf all interests which i have
or which a related person has in respect of any contracts relating to Transnet.

Employse Signature Employes Number.

Data

3";r«l SCC -«i

0058-0374-0001-0007
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ccpsny Seca^ria:

TRAf/SNET SOC Hi

RELATEO PARTY DiSC'.OS

Declaration fay Enployee

I

(Full n=rr>£3 arc sumane prnls-d)

decla.'3 that ths gfcresa;d rfcrm£tion ;s to t ie test of my kr.c.'-lgdge true, end, thg-1 fully understand Ĉe
contents of this declarabeo I clso ur^riake that I v.ill im.Tied'ateiy rolif1/ ;he rclsvsrst Compcry
Secfelar/'Gcr/emaRce Officer shcuid it :ome tc rr/ attsnlion thai any information provided above ma/ net te
true, eccyrsis cr complete.

SIGNATURE OF =),|PLOVEE EMPLOYEE NUMBER

DATE

{J

claraifcn 3f trieesi srd PeisiK =s1; CisdoiwgsPcfcc/eHacii-rt I J-JyK'2 i r jf" T;

0058-0374-0001-0008
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Grccp Ccnp2rry Secretariat

TRANSIT SOC LTD

Q5CURATION OF INTERESTS A.ND REGISTER OF EXECUTIVE MANAGEMENT FORM

Certificalicn by a Transnet SOC Ltd representative • Group Company Secretary

I certify that the rfeponen! has sck/rov/'edgsd tte'. shehe knov.s end urderstsrds (fie cements of h s

cr end c t5/!^. : c/ Trsnsnzt SOC Ltd) by Divisiore! CEO'GWJC Company Secretory

Full frslnarres ard surname:

(Block fefiws;

Cest'finat'or Employee Number

Date P£ce

NOTE

Reirember that a copy cf ee ccn-pteled fcrrr rrLsi te S'jbmiUsd by ̂ e errpioyes to loe company secretary
fcr purposes of reccrdir^ it ir the Register of Oes-gnated Errplcyse's intireats.

Is Df "r9

0058-0374-0001-0009
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ompany Sesrsta-ia;

AnnexureC

DECLARATION OF INTEREST (MEETINGS)

Reference: Pack fcr the meeting number to be heldtieid or.
20__.

f, Uie undersigned, declare that.
<.

(s) I am not in any way. whether direclly cr indrsctJy, save in my capacity ss sn employee of
Transnet/represefitalr/e of , Interested k any contract o:
praposEd centred, wfifch has been a is to fee entered into by the Compsny, a'd which is to be
tiscLSssd ai the atove mentioned meeting:

[h] I am not in any way, wiist-isr directly or tncirectfy, save in my capECity ss £n employee of
Transnel'rspresenlavve of . rrLerested in any oner rosier
which is to be discussed at the abovemenlioned meeting;

(c) I do not havs any relationship, whelher of a family, tesiress. scc;ai cr cthec nature, with any person
vAo has any interest, whether direct or indirsc;., in any contract or other matter to ba discussed a!
the stovemen'joced meeting;

(d) Should I a! any stage faefofc. djriro or aisr (he abo/emeniioned meeting beccne av/are of the
existence of sn in!er=si cr relaScnsttp of the nature Cescnted aix-ve. I v.-ili immediately disc'ose
such Interest cr relatxms.ip to Transnei; and

{5j If I have s conflict of interest in respect o1 a matter to be cccstiered a! this neef:rg or kna.v that a
related person has a personal financial interest in the matter, I v/ll disclose tfe interest be'cre the
matter is considered at tha meeting grd recess myssif frcm Lne meeting

SIGNED AT ON THE DAVOF 20 ' .

COMMITTEE MEMSsfcATTENDEE EMPLOVEE NUMBER

TO BE COMPLETED BY THE COMMITTEE/SECRETARY

Nans :

OO/Speciaist Una/Subsidiary .

COMMITTEE SECRETARY

?ct;El«r cf Werss! amf =e aletf Pat/ DccKso-ss Pol cy efez'iw IJU> 20!2 19 at 13

0058-0374-0001-0010
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EXHIBIT 11

TRANSNET

SCM

INTEGRATED SUPPLY CHAIN MANAGEMENT

TRANSNET PROCUREMENT
PROCEDURES MANUAL

fPPM]

Incorporating Procedures for General Procurement & Construction Procurement

Version 2
October 2013
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PROCUREMENT PROCEDURES

Background and Context

SECTION B Procurement Planning

SECTION C Go To Market

Evaluation and Adjudication

SECTION E Contract Management

SECTION F Governance Structures

Appendices

0058-0374-0001-0012
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CHAPTER 1 ; INTRODUCTION
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a

o

Transnet SOC Ltd ("Transnefc") is fully owned by the South African government and operates as a
corporate entity. I t is aimed at supporting and contributing to the countn/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 ("PFMA") stipulate that Transnet must have and maintain an appropriate
procurement and provisioning system which is fair, equitable, transparent, competitive and cost-
effective.

Transnefs Supply Chain Policy and this Procurement Procedures Manual fPPM") 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 discriminab'on 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 conte>ct.
Government's economic development policies such as the New Growth Path ("NGP"), the New
Development Plan f'NDP") and the Industrial Policy Action Plan C'IPAP") emphasise the role
that State Owned Companies f'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, poverty alleviation, skills transfer and empowerment are achieved.
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 which are aligned to Transnefs objectives,
particularly the Market Demand Strategy ("MDS"), 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 f'B-BBEE"),
Procurement and Enterprise and Supplier Development.

1.2.4 Value for money:

• competitiveness; and

• cost effectiveness.

Preferential
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1.2.5 Due regard must be given to the importance of:

a) the promotion of Interdivisional Procurement as well as the
moving of excess stock between Divisions; and

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

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

1.2.7 Transnet prefers not to do business with any agents ("middlemen"), who do not add
significant value to the supply chain. Transnet would rather contract directly with the
overseas and/or local Original Equipment Manufacturers (OEMs). In the case of
dealing with overseas OEMs for relevant SO 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 fransnet Group is to facilitate a uniform interpretation internally, whilst
complying with the requirements of Section 51(1) (a) of the PFMA and 5ection 217 of
the Constitution.

1.3 iSCM CONTROL OBJECTIVES

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

• To ensure only goods and services required by the organisation are acquired;

• To ensure that demand is appropriately defined and supply is structured/executed in
accordance with the needs of the business;

• Tenders enable efficient/economical procurement from appropriate vendors considering
legislative requirements;

• To ensure that policies and procedures exist for the Contract Management process and are
standardised across Transnet;

• To employ and retain adequately skilled and sufficient contract management resources;

• To ensure that contract management is planned adequately and efficiently to enable
Transnet to achieve its business objectives;

• To ensure that all goods and services are properly and efficiently delivered against the
agreed standards and targets set out in the contract / SLA;

• To effectively and efficiently manage and maintain all supplier relationships;

• To ensure that all contracts are adequately retained and maintained on SAP or filed
manually;

• To ensure that all contracts have been properly approved, finalised and archived.
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• To ensure integrity of master tfaXa which wiii enable efficient, effective and economical
procurement decision making;

• To ensure that there is appropriate source of supply to meet demand requirements timeously
and that accurate and timeous payments are made to correct suppliers;

• Inventory is re-ordered promptly, at an appropriate level, to ensure availability when
required. Material items are appropriately defined and set-up with correct specification.
Inventory is appropriately safeguarded and secure; and

• To ensure fairness and diligence in the conduct and accounting of all scrap business practices
that are adopted and is supported by duly documented, approved and accessible policies and
procedures.

NOTE: The detailed Business Critical Activities (BCAs) derived from the above iSCM Control
Objectives are ettached hereto as Appendix A (Bus/ness Critical Activities).
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CHAPTER 2 : DEFINITIONS, ABBREVIATIONS AND ACRONYMS

TERM

Acceptable Bid

Acquisition Council
[AC]

Advance Payment
Guarantees [APGs]

Advertisement

Alternative Bid

B-BBEE

DEFINITION, ABBREVIATION OR ACRONYM . %

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 3 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 trie 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 of Transnet

Broad-Based Black Economic Empowerment

B-BBEE Enterprise

B-BBEE
Improvement Plan

Bid

Bidder

Black People

Board Acquisitions
& Disposals
Committee
[BADC]

Board of Directors
[BOD]

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 plan requested from bidders/preferred bidders on the extent to which
they commit to improving or sustaining their B-BBEE performance over the
contract period. These criteria focus on ownership, management control,
employment equity, preferential procurement, skills development and
enterprise development.

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

a natural or juristic person or partnership who submits a bid offer or an
expression of interest to perform a contract in response to an Invitation to
do so

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

Buyer Any person in Procurement or iSCM in any Transnet entity, who has the
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Carrier

Egg, ABBREVIATION OR ACRONYM
necessary delegated powers to undertake specific procurement functions
with regard to transactions failing within his/her DoA, i.e. the R-va!ue of the
transaction

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
[CIDBJ
bid/contract

Confinement

Consultant

Chief Procurement
Officer [CPOJ

Cross Functional
Evaluation Team
[CFETJ

Cross Functional
Sourcing Team
[CFST]

Delegation of
Authority [DoA]

Exempted Micro
Enterprise [EMEJ

Expression of
Interest
[EOI]

Enterprise

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
Delegabon of Authority (Group Limits of Authority)

A Chief Financial Officer in an Operating Division of Transnet including
Transnet Capital Projects

Any construction related bid/contract, as defined in, and regulated by the
Construction Industry Development Board, by virtue of the CID8 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 close 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-
Trie 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.

A trading business (a company, dose corporation, partnership or any other
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Entity

Fronting

Fruitless and
Wasteful
Expenditure

Goods

Group

Group Chief
Executive [GCE]

Group Chief
Financial Officer
[GCFOJ

Group Chief Supply
Chain Officer

[GCSCO]

High Value Tender
Process [HVTP]

IC3 Supplier
Development
Matrix

Imported content

Incoterms

DEFINITION, ABB1

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

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

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

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

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

The Group Chief Financial Officer in the Group Corporate Head Office, who
reports directly to the GCE, or the person acting 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 Capacity

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

Integrated Supply
Chain Management
[iSCM]

The Integrated Supply Chain Management function as a whole induding all
Operating Divisions and Centres of Excellence
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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

Parent Company
Guarantee

Performance Bonds
(PBs)

Post Tender
Negotiation [PTN]

Preferred Bidder

Prequalification

Criteria

Qualifying Small
Enterprise [QSE]

* DEFINITION, ABBREVIATION OR ACRONYM

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 TRE

When the full scope of work is known at a point in time and business is
deliberately split 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

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
DTT's Codes of Good Practice
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TERM_

Quality
(Functionality)

Rental or Lease

Request for
Information [RFI]

Request for
Quotation [RFQ]

Request for
Proposal

[RFP]

Request for...

Service

SOC

Supplier
Development (SD)

Successful Bidder

Tender Evaluation
and
Recommendation
Report [TEARJ

Trans net
Acquisition Council
[TAC]

Transnet Capital
Projects [TCP]

Transnet
Engineering [TE]

Transnet Freight
Rail
[TFR]

ON, ABBREVIATION OR ACRONYM

means the measurement according to predetermined norms, as set out in
the bid documents, of a service or commodity that is designed to be
practical and useful, working or operating, taking into account, among
other factors, the quality, reliability, viability and durability of a service and
the technical capacity and ability of a bidder

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 clear 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 know! edge-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 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 evaluation 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 Capital Projects - a Specialist Unit of Transnet

Transnet Engineering - an Operating Division of Transnet

Transnet Freight Rail - an Operating Division of Transnet
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DEFINITION/ABBREVIATION OR ACRONYM

Transnet National Transnet National Ports Authority - an Operating Division of Transnet
Ports Authority
[TNPA]

Transnet Pipelines Transnet Pipelines - an Operating Division of Transnet

Transnet Port Terminals - an Operating Division of Transnet

Transnet Properties - a Specialist Unit of Transnet

The Haad Office of Transnet SOC Ltd

Transnet SOC Ltd, Registration No. 1990/000900/30 incorporated in terms
of the Companies Act 71 of 2008, es amended which includes all Operating
Divisions, Specialist Units and/or subsidiaries

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

Any defined period of 12 (twelve) consecutive months

Refers to any additional clauses/special conditions mentioned in the
Contract Data, Part 1 of the NEC3 Suite of Contracts

Transnet Port
Terminals [TPT]
Transnet
Properties (TP)
Transnet Corporate
Centre [TCC]

Transnet SOC Ltd

Unsolicited Bid

Working day

Year

"Z" Clause

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

The terms "bid" and "bidder" in the context of this Procurement Procedures Manual
are synonymous with the terms "tender" and "tenderer" respectively.

b
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CHAPTER 3 : SCOPE AND EXCLUSIONS

The PPM is applicable to all acquisitions across the Transnet Group regardless of the velue of the
transaction, save for the exclusions mentioned in Table 1 below. The PPM has been aligned to the
Construction Industry Development Board ("CIDB") Act and Standard for Uniformity in Construction
Procurement (Standard for Uniformity) and applies to all construction procurement across Transnet
as indicated in paragraph 3.4. below.

The PPM sets minimum standards for compliance, however, CEOs and their duly appointed
Acquisition Councils C'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 all 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 reed 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 3.5 below, all procurement within Transnet must be conducted by supply
chain officials within Transnet 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, construction-related procurement 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 Transnet Intranet.
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3.4 CONSTRUCTION PROCUREMENT PROCEDURES

This PPM has been aligned to the Construction Industry Development Board ("CIDB") Act and
Standard for Uniformity and applies to all construction-related acquisitions across Transnet- In
relation to construction procurement, to the extent that there is any conflict between the PPM
and legislation related to construction procurement, the legislation shall prevail.

Where different procedures apply to general procurement and construction procurement, the
GDB logo will appear next to the procedures relating to construction procurement only

Other formal procedural manuals, directives, circulars or practice notes relating to Construction
Procurement may be issued from b'me to time and these should be read in conjunction with
this Manual. •»

At the start of every Chapter following this Chapter there will be an indication regarding the
applicability of the Chapter to construction procurement.

3.5 PPM EXCLUSIONS

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

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

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-gene rating 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 j
as tine 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 i

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 Transnet Intranet.

Sponsorships and donations, which are strictly governed by Delegated Powers
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Disposal of non-core businesses by the Transnet Restructuring Department. 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
v/ili 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 which are required on a once-off basis and are under R2
million in value, provided that such transactions are approved by the person with the required
DoA. Such quotes must be sourced and processed by the end user department requiring the
training.

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.

3.6 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 v/Ith the rules that were
applicable at the time [i.e. the October 2012 version of the PPM In relation to general
procurement and the Transnet Capital Projects ("TCP") Construction Procurement Policy,-
Processes, Procedures and Methods Manual (the Construction Manual), Revision 1 in relation
to construction procurement].
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CHAPTER 4 : APPLICABLE LEGISLATION AND POLICIES

4.1 CONSTRUCTION-RELATED LEGISLATION

In terms of legislation, Construction procurement must be in compliance with the
requirements of the Construction Industry Development Board Act (CIDB Act), 38 of 2000
including the CIDB Regulations and Standard for Uniformity, ss amended. With regard to
Transnefs policies on Preferential Procurement and Supplier Development, these must be
pursued in construction procurement but only to the extent allowed b/ the CIDB legislation.
Construction Procurement methods to support Supplier Development are covered in the
methods for evaluation.

4.2 GENERAL 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 1993 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 including the
CIDB Regulations and Standard for Uniformity, as amended

The Conventional Penalties Act, 15 of 1962

The Copyright Act, 98 of 1978

r.
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 Opera tionalisation of Government's Procurement Policies In State
Owned Enterprises (dated 31 July 2001)

The Income Tax Act, 58 of 1962

The Industrial Policy Action Plan I I

The King I I I Report on Corporate Governance

The Local Procurement Accord
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LEGISLATION AND GOVERNMENT POUCY

The National Development Plan (NDP)

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 Safely 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 7 December 2012

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

Promotion of Equality and Prevention of Unfair Discrimination Act, 4 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)

The Promotion of Administrative Justice Act (PAJA), 3 of 2000 as amended

The Second-Hand Goods Act, 6 of 2009

The Standards Act, 8 of 2008

The Trade Marks Act, 194 of 1993

The Value Added Tax Act, 89 of 1991

4.3 POLICIES

4.3.1 General Overview of Transnet Policies

The following policies and procedures which are available on the Transnet Intranet are
supplementary to the PPM and should be taken into consideration, where applicable.
Persons 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

• Contract Management Policy

• Counterparty Risk Management Policy

• PC Disposal Policy

• Declaration of Interest and Related Party Disclosure Policy

• Delegation of Authority Framework

• Group Compliance Policy

LOCATION

Company Secretary
Intranet portal

ICT Intranet Portal

Policies Intranet Portal

Finance Intranet Portal

ICT Intranet Portal

Company Secretary
Intranet portal

Company Secretary
Intranet portal

Group Compliance
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TRANSNET POLICIES AND PROCEDURES

Gifts Policy

• Supply Chain Policy

• Procure to Pay Procedures(P2P)

• High Value Tender Process

• Records Management Policy

Reverse Logistics Procedure

Scrap Policy

Supplier Development Plan

• Transnet Broad-Based Black Economic Empowerment Policy

LOCATION

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

Group Compliance
Intranet portal

4.3.2 Preferential Procurement

a) Strategic I n ten t

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:

• allocating either 10 or 20 preference points in accordance with the PPPFA based on
the B-BBEE status of an enterprise in terms of its valid B-BBEE scorecard;

• requesting an enterprise to commit to improving or sustaining its B-BBEE
performance over the contract period in the following areas: ownership,
management control, employment equity, preferential procurement and enterprise
development (This will be referred to as a B-BBEE Improvement Plan);

• encouraging bidders to form Joint Ventures (JVs) with black owned entities,
alternatively to sub contract ^ 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 a1 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;
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• stipulating that an Enterprise awarded a contract in relation to a designated sector,
may not subcontract in such a manner that the local production and content of the
overall value of the contract is reduced to below the stipulated minimum threshold.

• 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.

The underlying objective of the Preferential Procurement methodology is to create an
enabling 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

(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,

(ii) The approach shall apply to and impact on all levels (Rand value) and types
of Bids. It will also apply to 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. This will be dealt with in terms of the
legislation and policies applicable to that area of Transnefs operation.

(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.

(il) 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;

• Joint Venture Agreement;

• Joint Venture Declaration Form; and

• any other documents as may be required by Transnet
(iii) Transnet accepts that bidders often create JVs for a specific project, on the

basis that the JV will only be formalised 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.
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d) Preferential procurement targets and reporting
(f) 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 overriding 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 rinding B-BBEE Enterprises or where there is a need to accelerate
transformation, the target may be set higher.

Transnefs approach to preferential procurement is dealt with in more detail fn
Chapter 10.

4.3.3 Supplier Development - Strategic Intent

a) Background

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

Transnet strives to provide a competitive Service, while at the same time, creating
opportunities for new entrants to the market and stimulating job 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, upliftmentand 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 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 [JJ below) categorises transactions
according to three principles:
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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 trie
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.

Not currentry a
focus area'

Figure fXJ - XC3 SD Cfassification Matrix

The IC" Supplier Development Classification Matrix (refer Figure [I ] above) assists in
categorising opportunities accord'ng 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
thatTrensnet wilf 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).

4.3.4 Enterprise Development - Strategic Intent

a) Background

0058-0374-0001-0036

TRANSNET-REF-BUNDLE-02988



1101

FOR I\T£Ri\A. USE O'J.Y PROCUREMENT FROCEOU^rr. *'A

Enterprise Development (ED) is an element of the B-BBEE scorecard aimed at
supporting government socio-economic initiatives and has a strong link with
procurement. ED is achieved by leveraging government procurement and other
government projects e.g. state owned companies procurement programs.

Enterprise development is defined as a program of developing Small and Medium
enterprises, called beneficiaries, by Investing time, money, and capital in order to
contribute to the development, sustainability, financial independence, and operational
independence of those beneficiaries. Enterprise Development Contributions consist of
initiatives in favour of a beneficiary by a measured entity in these forms i.e. Monetary;
money; Non-Monetary: time and capital; recoverable and non-recoverable.

There are two categories of beneficiaries i.e.

Category A: Exempted Micro-Enterprises or Qualifying Small Enterprises which
are 50% black owned or black woman owned.

• Category B: Any other entities that are 50% black owned or black woman
owned, or 25% black owned or black woman owned with a B-BBEE Status of
between Level One and Level Six.

When implementing Enterprise Development Transnet will achieve the following
objectives;

• Enable or accelerate the development of a beneficiary;
• Achieve beneficiary sustainability;
• Achieve beneficiary Financial independence; and
• Achieve beneficiary operational independence.

Transnet's ED approach will address both financial and non-financial ED initiatives
which provide ED beneficiaries with, inter alia, support as listed below:

• Mentorship support
Business Development
Tendering skills support
Technical support
Business compliance

• Capacity Building
Building and finance (Shorter payment terms)
On site mentoring
Leamership through Transnet School of Academy

b) Applicability

Unless a particular Enterprise Development initiative involves the procurement of goods
or services, Enterprise Development initiatives fall outside the ambit of the PPM.
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CHAPTER 5 : CODE OF ETHICS

&b
This Chapter is applicable in totalrty to construction procurement and general procurement
activities. Please refer to paragraph 5.4. regarding the difference between bidders' prior
involvement in general procurement and construction procurement.

5.1 SUPPLY CHAIN CODE OF ETHICS
5.1.1 Transnet's Code of Ethics sets ethical standards for business practice and individual

business conduct. I t assists all Transnet stakeholders with their ethical deliberations
and decisions. The abjective of the Code of Ethics as it relates specifically to the
Supply Chain environment is to set the standard by which all Transnet Board
members and employees (including employees employed on fixed term contracts
and temporary employees) are expected to act when engaging in any supply chain
related activities. This will earn Transnet the reputation of being:

a) transparent and fair in all dealings and 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) 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 deta:l;

g) protect Transnefs assets;

h) treat all suppliers with respect and dignity and foster a p roduc t s
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
Transnefs 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 ISO! must avoid any arrangement which in the long term might
compromise fair competition or prevent Transnet from achieving optimal value.
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5.1.1 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 clearly in submissions to the AC or to the
delegated Manager for transactions falling below the AC'S jurisdiction.

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 Transnet's List 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 Transnet's 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 information to potential suppliers in
order to solicit Bids, Non-Disclosure Agreements ("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 property 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
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future requirements via an Open Bid
designer/developsr will be free to participate.

process and the original

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 dearly set out in the contract between the parties.

c) Where an existing patented article is required by Transnet, it is preferable
that Transnet issue an Open Bid stating that the patented item or "anything
similar" is required. Alternatively, Transnet may choose to confine the tender
to the manufacturer concerned. In this instance the supplier remains the
owner of the IP in respect of the article.

5.4 BIDDERS' PRIOR INVOLVEMENT IN PROCUREMENT

As a general rule, service providers or contractors that were involved in the
preparation of a scope of work or in prior stages of a particular procurement project
shall be precluded from submitting bid offers for that procurement project. This is due
to the unfair advantage they may gain as a result of prior knowledge of the project.
Tnls rule applies unless there are grounds for confinement as indicated in paragraph
15.1.2 of the PPM. It does not apply to a 2-stage RFX process.

South African National Standard (SANS) 294:2004 on Construction Procurement
Processes, Methods and Procedures, paragraph 6.1,1 (which is incorporated in the
best practice guidelines published by the QDB and the Standard for Uniformity in
Construction Procurement) states that as a general rule, agents and contractors that
are commissioned to prepare a scope of work for a particular procurement shall be
precluded from submitting tender offers for that procurement- The Note to this
paragraph, however, states the following: 'Agents and contractors who prepare the
scope of work for engineering and construction works contracts where tfie design
and build contracting strategy is adopted, may submit tender offers to perform such
work".

Contractors who prepare a procurement document or part thereof for engineering
and construction works contracts may submit a bid for work associated with sucji
documents provided that:

a) Transet states in the tender data that such a contractor is a potential
bidder;

b) all the information which was made available to, and the advice provided
by, that contractor which is relevant to the tender, will equally be made
available to all potential bidders upon request, if not already included in the
scope of work;

c) the relevant CPO is satisfied that the bki document is objective and
unbiased having regard to the role and recommendations of that contractor;
and
d) the contractor has signed a declaration of interest.

5.5 GIFTS AND GRATUITIES

5.5.1 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

: ̂ »'jfc „
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accept or give gifts as a token of appreciation. The Transnet Gifts Policy regulates
and controls the acceptance and giving of" gifts.

5.5.2 The acceptance and giving of gifts exceeding the value (currently R750.0O)
stipulated in the Transnet Gifts Policy, as amended from time to time is prohibited.

5.5.3 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.

5.5.4 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.

5.5.5 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.

5.5.6 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.

5.5.7 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 Transnet's
own account. All overseas visits have to be fully motivated in terms of the normal
procedures for overseas visits. If current suppliers offer to pay for Transnet
employees to travel to their offices or plants overseas, these requests need to be
properly motivated and approved by the GCE or the relevant divisional CEO or
Group Executive.

5.5.8 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.

5.5.9 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
exceed the limit set in the Transnet Gifts Policy, should be accepted, entered
into the gifts register and submitted to the Group Company Secretariat for
disposal in terms of the Gifts Policy.

5.5.10 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 dedare all gifts irrespective of value. Supply Chain Managers must keep
a proper gift register of all gifts and hospitality offered to their employees by
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suppliers and contractors, and vice versa. Unauthorised gifts that have not been
accepted (e.g. exceeding the abovemenb'oned limit) should also be entered into the
gift register with an indication that the/ have been returned to the supplier or
surrendered to Transnet or any other appropriate action that may have been taken,

5.5.11 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.

5.6 DECLARATION OF INTEREST

5.6.1 In terms of the Companies Act 71 of 2008, directors or officers of a company have
a duty to disclose their interests in contracts.

5.6.2 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.

5.6.3 The Transnet Declaration of Interest end Related Party Disclosure Policy defines a
conflict of interest to include inter alia, a situation in which:

• "An Employee has a personal financial interest;

• An employee has private interests or personal considerations or has an
affiliation or a relationship which affects, or may affect, or may be
perceived to affect his/her judgment in acting in the best interests of
Transnet, or could corrupt the employee's motivation for acting in a
particular manner, or which could result in, or be perceived as favouritism
or nepotism;

• An employee uses his/her position, or privileges or information obtained
while acting in the capacity as an employee for:

- Private gain or advancement; or

- The expectation of private gain, or advancement, or any other
advantage accruing to the employee or any member of his/her
family, or friends or business associates."

5.6.1 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.

5.6.5 A direct interest in a bid includes the following:

a) Where the employee or Transnet Board member is a shareholder, member or
director of -

(i) a bidding enterprise;

(ii) the holding company of 3 bidding enterprise; or

(iii) a subsidiary of a bidding enterprise.

b) Where the employee or Transnet Board member is related (as defined in the
Declaration of Interest and Related Party Disclosures Policy) to a person who
is a shareholder, member or director of -

(i) a bidding enterprise;

(ii) the holding company of a bidding enterprise; or

(ill) a subsidiary of a bidding enterprise.

5.6.6 Declaration of a direct interest will result in automatic recusal of an employee.

5.6.7 An indirect interest may include, but is not limited to:
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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).

5.6.8 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/herse!f. The reasons for this decision must be officially recorded and kept on
file.

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

5.6.10 Although business with Enterprises that have relationships with Transnet
employees in terms of 5.6.9 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 a!! 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.

5.6.11 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 One "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. 5hould
such an employee not make any declaration In a particular matter, he/she will
be deemed not to have an interest In the matter. If it is later discovered that
an employee did have an interest which he/she failed to dedare, such
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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.

5,7 FRAUD AND CORRUPTION

5.7.1 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
other unethical conduct on the part of Bidders / Transnet employees.

5.7.2 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.

5.7.3 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.

5.7.4 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

5.8 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

This Chapter is applicable in totality to construction procurement and general procurement
activities.

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 s series of sub-delegations:

Haw y worts wKfrfo fit© context: a? Procu

The Transnet Board acquires it Delegation of Authority from its appo'ntrnent 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:
l)TheBADC
2) The Group Chief Executive (GCE)

j The GCE sub-delegates certain powers to:
| 1) The Group CFO
' 2) The CEOs of ODs and Specialist Units
' 3) Group EXCO members

step 4 "Hr* CEO sub-delegates certa'n powers to his/her CPO

The CPO sub-delegates certa'n powers to his/her Executive/Senior Managers in
Procurement

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

Category Managers sub-delegate certa'n powers to Commodity Managers

Commodity Managers sub-delegate certain powers to Senior Buyers and buyers
St-.p e etc.

Figure [2] - Pefegation of Authority
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6.2. DELEGATION OF AUTHORITY FRAMEWORK

Tne Transnet Delegation of Authority (DoA) Framework sets out the powers delegated to
certain officials (e.g. GCE, GCFO, OD CEO, etc) to perform specified tasks in relation to
various areas of operation (e.g. finance, treasury, procurement, etc). The following powers;
depicted in Table 4 below, are derived from the Transnet Delegation of Authority Framework
effective 1 June 2013. 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

APPROVAL
AUTHORITY

Transnet
Board

BADC

Group EXCO

GCE

GCFO

GCSCO

ODCE
(including

TCP)

OD/SU Main
AC

CEO/HOD
(budget

owner) of
Specialist
Unit, exd.

TCP

Group
Exco Mem be

(Specialist
Units,

exd.TCP)

PROCUREMENT DELEGATION
Approval to approach the market

Open
tenders

>R
2 000m

<R
2 000m

Nil

<R1
000m

<R750
m

<R525
m

<R450
m

Nil

<R75
m

Nil

Confined
tenders

>R
1000m

<R
1000m

Nil

<R250m

Nil

Nil

Nil

Nil

Nil

Nil

Consultants

>R300m

<R300m

• <R200m

<R200m

<R50m

Nil

<R25m

(per annum]

Nil

Nil

<Rl0m

Management's 1' Enter into
ntervention to & sionino of
address non-
compliance

with
procurement

policies &
procedures

>R 1000m

<R 1000m

Nil

<R50m

Nil

Nil

Nil

Nil

Nil

Nil

contracts &
award of
business
(induding

scrap sales)

>R 2 000m

<R2 000m

Nil

<R1000m

<R750m

<R525m

<R450m

Nil

<R5m
subject to

the
contract

period not
exceeding 5

Years

<R30m

Procurement
process

(governance
structure)
approval

>R 2 000m

<R2 000m

Nil

Nil

Nil

Nii

Nil

<R450m

Nil

Nil
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6,3. POWERS VESTED I N TRANSNET OFFICIALS

I t is important to bear in mind that not all powers vested fn 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. Rgure 3 below explains the powers vested in
Transnet officials in terms of the DoA Framework, the PPM and their job function,
respectively:

Delegation in terms of
Transnet DoA Framework

Poivtrs acquired in terms
of the PPM

Delegation in terms of
2 "general blanktt"'"

deleoation

1111

ODCEOs

. 'Approve Ceof-nsTH its S

'• • C c s u t r t - <R20Cm

< RI OCQrr

i GCE !• -Goro to m1&. DO open te-'dg1 , toptve fesia; tc Dfec<Jst

* cons^Sanb < R25ir

. c.B
f r T «&?rc to rraitrt or opei
^ " c 'tendersSisr

• Cf i , dtpr)d;fic cw1 tne«!s

y,*d Lists
Appoint AC & Chafo rremce 5 ; d a ,

fe the ds/-t>
of Trarsnet

y tfe (k/-t>-
cr the

w « to CFSTs. C H "

& PTfi tea.Ts e~pw,^' Rcspors^ic e-y £n= d?

p ocu cT£"t b utvse G .r=tc r da, r,w"ng of t"£ 00

cape-scing &-&«
erd

errerc*'-c/

figure [3] - Types of Delegated Authorities 1
6.4. DOA SUMMARY

Figures 4 to 10 below collectively represent a summary of the Delegations of Authority
required for various procurement approval processes and thresholds effective 1 June 2013.
However, please note that these monetary limits are amended from time to time. Employees
are therefore required to famllianse themselves with the monetary limits contained in the
current DoA Framework.
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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 mist
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/str uctirre
with the appropriate
delegation of authority.

Contract signoff /
award of business

After approval of the
process followed, the
person/structure with
the appropriate
delegation of authon'ty
must award the
business to the
successful bidder and
sign the contract.

1112

Figure [4] ?- Procurement approval processes

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

(a) Approval to approach the market for open tenders

Approving the approach to market strategy involves approving the sourcing strategy as well
as the critical aspects of what will be contained in the bid document i.e. the evaluation
methodology and at a high level, the evaluation criteria and weightings.

Tranin?t Board'

Board Acquisitions & Disposals
Committee

• > R2 000 million

<R2 000 million

< Rl 000 million

R750 million

Group Chief Supply
Chain Officcr

\
OOCtO

TCP) L

Specialist

ipt

• < R525 million

R450mllion

<R75 million

*In terms of 5 54(4) of the PFMA Transnet must obtain Ministerial approval for the acquisition of a
significant asset (exceeding R3,9 billion as per the 2013/2014 Shareholder's Compact) before
proceeding with the acquisition.

Figure [5] -Approval to approach the market for open tenders
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(b) Approval to approach the market for confined tenders

•>R1000 million

Board Acquisitions & Disposals <R1000 million

<R250 million

In terms of s 54(4) of the PFMA Transnet must obtain Ministerial approval for the acquisition of a
significant asset (exceeding R3,9 billion as per the 2013/2014 Shareholder's Compact) before
proceeding with the acquisition.

- Approval to approach the market for confined tenders J

(c) Appointment of consultants

Trar.inetBoa.-d*

00 CEO

' > R300 million per
annum

R300 million per annum

R200 million per annum

RSO million per annum

• < R25 mltlan per annum

< RIO million per annum

**NB: Approval limits are cumulative per annum
*In terms of s 54(4) of the PFMA Transnet must obtain Ministerial approval for the acquisition of a
significant asset (exceeding R3,9 billion as per the 2013/2014 Shareholder's Compact) before

( proceeding with the acquisition.
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Figure [7]-Appointment of consultants

(d) Procurement Process Approval

Procurement process approval involves a validation of the entire procurement process
followed before contract sign off can take place. Approval of the procurement process
involves scrutiny of the fairness, transparency, legality and general commerciality of the
tender award.

\
>R2 000 million

Bfcard Acquisitions
• < R2 000 million

< R450 minion

- the threshold of the Main Acquisition Council

NOTE: Should any approval body not agree with the recommendation, the matter must be referred
back to the recommending officer(s) for reconsideration or remob'vation
Recommendations: The RAC, main AC and the BADC will support the recommendation for
transactions above their thresholds. Local/Reg;onal AC normally only consider transactions <R2m
but 0 0 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 R3,9 billion of the value of Transnefs asset base as per the
2013/2014 version of the Shareholder's compact) before proceeding with the acquisibon

Figure [8] - Thresholds far governance structure approval of process '

(e) Enter into and signing of contracts/agreements and award of business

Contract sign off approval involves the final award of business based on a Procurement
Process Approval. This approval carries with it the power to sign and enter into contracts
on behalf of Transnet for procurement transactions.

0058-0374-0001-0050
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> R2 000 million

< R2 000 million

<R1000 million

Group Chief Supply
Chain Officer

OD CtO (>ncl. TCP)

• <R750 million

• *-R525 mllion

R450 million

Exco • < R30 million

• < R5 million subject to contract not exceeding 5 years

In terms of s 54(4) of the PFMA Transnet must obtain Ministerial approval for the acquisition of a
significant asset (exceeding R3,9 billion as per the 2013/2014 Shareholder's Compact) before
proceeding with the acquisition. '

Figure [9]- Thresholds for contract sign off/ award of business

(i) Contracts greater than R500 million

Prior to entering into a high value (greater than R5D0m) / highly complex contract (especially for
Transnefs top 60% value opex Items as dealt with by Transnet iSCM Strategic Sourdng
commodity teams), any authorised official must first liaise with a mulb'-disciplinary team o f
experts at Transnet Corporate Office, who should each sign off on the following parts of any
agreement/contract or other binding document:

• G-oup Legal Services - entire document

• Transnet GCFO to sign-off after sign-off from the finance departments (Group
Rnance/Reporting, Financial Planning, Tax and Treasury).

• Contracts less than R450m within the OD's limit of authority, require a smilar
process as set out above to be followed by the relevant OD.

(ii) International Contracts/Agreements (all contracts)

Appro/al to enter into an egreemen[/contract or other binding document involving foreign
currency (FX) exposure (including International agreements) may not be sub-delegated lower
than to the Chief Procurement Officer (CPO) of an OD. Approval of the divisionaJ CFO is required
to enter into the contracts that may result in foreign currency exposure.

The duly authorised official must obtain prior written approval in respect of foreign exchange
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 wili be conduded in South African Rand, as this may expose Transnet to, inter
alia, an embedded derivative. All FX agreements above RlGOm must apart from the above also
obtain written approval from the GCFO.
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(0 Management's intervention to »H«I
policies and procedures {Omdonaeonsf* n ° n " C O m p l i a n c e w i t * Proctirement

Tra.isnet Board > R1000 million

Disposal, • < R1000 million

Figure [to]-Manag
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Chapter 7: Demand Planning fit Demand Manager™

Chapter 8: Internal Procurement / Interdivisional

Support

Chapter 9: Contract Options

SECTION D:

PROCUREMENT
PLANNING

Chapter 10: Preferential Procurement Approach

Chapter 11: Local Content

Chapter 12: Supplier Development Approach

Chapter 13: Determining Evaluation Criteria

Chapter 14: Main Procurement Mechanisms

Chapter 15: Special Cases
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TYPICAL PROCUREMENT CYCLE

Figure 11 below depicts a typical procurement cyde. Comprehensive gu'dance on each of
these steps is dealt with in the Chapters that follow:

process

Step 7

StHirtifstlns

UJ"-^, receipt

0058-0374-0001-0054
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CHAPTER 7 : DEMAND PUNNING & DEMAND MANAGEMENT

dab
This Chapter is equally applicable in construction procurement and general procurement
activities, For all construction projects a procurement package plan (PPP) is required. A
procurement package plan is 3 collection of procurement events from a project. This
package plan requires approval prior to commencement of a go to market strategy.

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 sourcing and payment. There are 2 areas of demand
i.e. demand planning and demand management.

7.1.2. Demand Planning is the first step in the procurement process, where:

7.1.2.1. the business needs are assessed in order to ensure that tha
required Goods/Services are procured so as to meet t t e
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 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
opbmise value and quality by enabling suppliers to have a forward looking
viev; 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.

7.1.5. 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.

7.1.6. Demand monitoring is a tactical process ensuring that only the required
quantity and Quality of Goods/Services are sourced from the right
suppliers.

7.1.7. Demand improvement is a strategic and a tactical process ensuring that
the quality of demand improves continuously as the demand management

0058-0374-0001-0055
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process matures, with initiatives such as reducing the demand and
rationalising the Goods/Service portfolio.

7.1.8. Therefore, the purpose of demand planning end management is to ensure
that the resources required to fulfil the requirements identified In
Transnefs Corporate Plan are delivered at the correct price, time and place
and that the delivered quantity ancf quality will satisfy those requirements.

7.1.9. The intention of demand planning is to:

7.1.9.1. to have a clear view of the demand requirements for major
strategic commodities;

7.1.9.2. to ensure that end-users and the procurement department are
brought closer together in order to enhance efficiency and
achieve value for money; and

7.1.9.3. 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 The origin of the demand such as theinitiating department or QD

REASON The motivation for the demand such as why these Goods/Services

need to be sourced

QUANTITY Review the number/scope of the Goods/Services required

SPECIFICATION Opportunity to simplify/standardise specifications

TIMEFRAME Reduce demand frequency

COST The indicative cost of the Goods/Services that need to be sourced

PREFERRED The preferred supplier (if any) for the requested Goods/Services
SUPPLIER Other potential suppliers who could also be in a position to suppl/

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 impro/ement 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.

1120
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7.4. DEMAND PROCESS

Rgure 12 below gives an outline of the main steps rn the demand management process.

r

Z&aafffy, ajspnrcaaraJ ocamcsmloate dansand
• Dafjie busfoess need

He demand document/ requfeSim

Proeass dsmacd
Wsidale and prforflfee derrsnd
RevJaw naixra and quantity requ Jed
Reduce demand (

Establish a cams fundtona} soorefng beans (CFST)

•Functions

Figure [12] - Demand Steps

For sourcing 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 bus-ness (operations) need to folio// the steps outlined
below, in order to ensure that there is a clearly defined need in the business:-

(ij conduct a needs analysis to establish requirements relabng to the
business, taking into account all required capital acquisitions,
planned maintenance, and other operational needs - this will be
informed by both future requirements (based upon Transnet's
Corporate Plan); as well as market demand forecasts (based upon
Transnet's current dient base demand and/or commitments made
by Transnefs sales department);

(ii) establish and consolidate the reasons for the need;

(lit) ratify the need Irrespective of whether it is 3 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)

0058-0374-0001-0057
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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 it should:-

(i) Indicate the quantities required;

(ii) indicate the frequencies 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

suppler 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

s 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).

(iij) What would be the impact on operations if the procurement d;d not
occur?

b) Review nature and quantity required
Procurement shall establish and review the following:
(i) Establish whether this is a requirement for Goods 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 3t present
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time and going forward? What are the options (if any) for reducing
volume?

(fv) I f 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) Determfne the estimated value of the sourcing event (if not
provided by operations) to establish which sourcing process must
be fallowed:

• 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) I f the Goods to be purchased will require additional purchases

going forward, is it reasonable for an "as- and-whan call off"
contract to be established? State reasons either for or against an
"as-and-when call off' contract.

(ii) I f 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;
(lii) the Goods are currently available in another OD with spare

capacity;
(iv) this is a stock item; or
(v) this item is ava:lab!e on a current contract- even if it is potentially

at another OD.

Establish a cross functional sourcing team (CFST)
Composition
Functions

7.4.3 STEP 3 : Establish a Cross Functional Sourcing Team ("CFST") i n
the case of acquisitions greater than R5 million or where the
quality criteria must be determined

a) Rationale for Hie formation of a CFST

Demand management shall be a cross-functional exercise with a view bo
ensuring that end users, procurement and all stakeholders are brought
together in order to enhance efficiency and achieve value.

0058-0374-0001-0059
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D) Composition of the CFST

Procurement shall establish a CFST, consisting of at least the following
roles: Procurement, operations (end users/technical), SD (including B-
BBEE) and risk/compliance. Other possible representatives are finance,
treasury, maintenance, logistics/warehousing, disposal and legal or
governance.

In instances where the sourctng 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 spedfications:-

• 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 functional/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:

• functions and characteristics;

• desired performance and/or result parameters, based on both
inputs and outputs;

• method statement templates on how outputs will be reached;
and

• inclusion of relevant KPIs.

0058-0374-0001-0060
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ir 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" (ToRJ 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/deliverables;

• competency and expertise requirements;

• bmeframes;

• reporting requirements;

• whether a site inspection or information session are required
with date, time and venue stated;

• available documentation; and

• minimum requirements.

(iii) Reduce portfolio or range complexity:

0058-0374-0001-0061
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• 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 weighbngs - 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 6 MANAGEMENT

#

The following checklist could be used as a template to identify the progress v/lth respect to
the Demand Management process:

TABLE 6

0£ji Demand PJanning & 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

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 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?

Have the options of alternate ways of fulfilling this demand,
such as whether other Transnet ODs could manufacture these
Goods, been assessed?

Have the options of re-use been assessed? [e.g. re-engineered

-.>" - ̂ Responsible

Business

Business & Procurement

Business

Business

Business & Procurement

Procurement

Business & Procurement

Procurement

Business & Procurement

0058-0374-0001-0062
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Goods from existing Goods or whether the Goods art , •' :•
from other Transnet ODs) Have the 3 Rs (Reduce-Re us e-
Recycle) been considered?

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?

Business

Procurement

Business

Has internal availability been assessed, i.e.

• Can the needed Goods be re-enginesred / 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?

Business & Procurement

Business & Procurement

Business & Procurement

Business & Procurement

Business & Procurement

Procurement

Procurement

Procurement

CFST

CFST

CFST

CFST

Has an 'As-and When' contract option been investigated, in
order to cater for future demand?

Was the appropriate evaluation method chosen7

CFST

CFST

Were thresholds set for SD and Quality/Functionality?

Were proper evaluation criteria set for;

• SD

• Functionality

• Preference

• Price / TCP?

Were appropriate weightings allocated to each criterion?

CFST

CFST

CFST
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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 Sourcing Standard Operating Procedures (SOP) which provides .detailed
guidance on the strategic sourcing process. The SOP can be downloaded from the iSCM
Trensnet Intranet.

METHODOLOGY FOR DEVELOPING A SOURCING STRATEGY

Figure [13] - Methodology for deveJopmg a sourcing strategy
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CHAPTER 8 : INTERNAL PROCUREMEWT/IIVTERDIVISIONAL SUPPORT

This Chapter is equally applicable in construction procurement and general procurement
activities.

S. 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.

1129

8.2 STRATEGIC SPECIALIST UNITS

The following Specialist Units have been identified as strategically important to the Transnet
Group:

TABLE 7

Division /
Specialist Unit

Transnet Engineering
! (TE" , a specialist core

Division)

Transnet Capital Projects
OTCP")

Goods and/or Services Provided

TE Is responsible for:

• heavy engineering including locomotive, wagon and
coach repairs, upg/ades and maintenance

• component manufacture, locomotive manufacture
and assembly

• port equipment, and is being positioned for
maintenance and repairs thereof

TCP is responsible for:

• muib-disciplinary design Services

• project management and construction management
Services

Construction projects >R300 million must be earned out by
TCP.

In the case of construction related projects <P300 million,
the following rules apply:

• The project ma/ be carried out by the OD itself if the
OD has the necessary in-house resources according
to the requirements of the NEC3 suite of contracts
and the CIDB Standard for Uniformity in Construction
Procurement; 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

Transnet Fuel Solutions
CTFS, previously known as
HSA)

Transnet Freight Rail
fTFR") School of Rail

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.

0058-0374-0001-0065
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Hi t 1iM V ^ I ^ V Goods and/orSeryjces Provided

Transnet National Ports
Authority fTNPA") School
of Ports

Transnet Property (TP)

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.

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. This would also include specialist services that are required which may be
performed by a particular internal functional area e.g. Group Treasury and Group Tax. 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

, Internal contracts (Memoranda of Understanding) between ODs 2nd Specialist Units are dealt
with in the terms of the Delegation of Authority Framework. 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.

6.7 DISPUTES

0058-0374-0001-0066
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Any disputes must be resolved in terms of the agreed MOLL If the OD CEs are unable to
resolve the dispute, the matter must be escalated to the GCE who shall make a final decision
on the matter.

8.8 SERVICE LEVEL AGREEMENT

ODs will need to enter into a project-specific agreement (SLA) in relation to each individual
project. This agreement will set out in details the rights, duties and obligations of each OD in
that specific project. Contracts between divisions such as SLAs and project specific
agreements may be entered into between OD CEs in terms of paragraph 5.5.4 of the DoA
Framework.

8.9 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 must approve the
transaction.
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CHAPTER 9 : CONTRACT OPTIONS

This Chapter applies to both general procurement and construction procurement. Table 9
belo// provides a summary of the types of contracts available for construction-re! a ted
procurement.

9.1 CHOICE OF CONTRACT

This chapter contains a list of contractual choices and options avaifable. The following
factors, amongst others, will assist in determining the appropriate type of contract:

• the djration of the contract;

• the type of Goods, Services or Works to be acqu'red;

• the frequency of demand; and

• the availability of the Goods or Services.

Table 8 below outlines the various contract options for general procurement and provides a
guideline as to when those options may best be utilised. Table 9 provides a summary of the
types of contracts available for construction-related procurement.

TABLE 8

Ref

1

i

•

2

3

i

Contract
Options

"As and
When"
contracts

Fixed quantity
contracts

Long-term
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-ofr purchases

Characteristics

• Shorter contract
periods (1-2 Years)

• Estimated quantities

• Specific
period/volu me/value
ceiling or a
combination.

• Demand is known

• Once-off purchase

• Once-off or
staggered delivery

Contracts entered into ! • Long term demand
for a fixed period
typically for five-Years
or more

sfgnal

• Emphasis on SD

• Suppliers'
recoupment of
investment is long-
term

• Restricts other
market players for a
period of time

Best Suited For

• Continuous but
unpredictade and
irregular demand
for Goods/Services

• Volumes cannot be
accurate!/
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

0058-0374-0001-0068
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Character ist ics

b

A contract that services
more than one internal
consumer (an internal
shared service
arrangement) entered
into for a fixed period.
A transversal contract
may be entered into for
the benefit of the
entire Group, a
particular OD and/or
just a region. Below is
a list of the types of
Transversal contract
options:

Group-wide
Transversal
contracts

Transversal
between
ODs/Corporate

OD-wide
Transversal
contracts

Regional
Transversal
contracts

Lea se/ Rental
contracts for
movable
assets

Lease contract for the
use of moveable assets
entered into for a fixed
period

Inter-
Divisional
Memoranda of
Understanding
(MOUs)

A'contract'to govern
the service
performance agreed
between ODs

Income-
generating
(revenue)
contracts

Although excluded
from the PPM,
associated
procurements fall
within the ambit of the
PPM (See paragraph
15.6)

Emanates from a
formal strategic
sourcing event

Fixed -contract
period

Optimising
economies of scale
through
consolidation of
demand/purchasing
power

BestSuited For

Consolidation of Goods
/ Services used Group
wide

Consolidation of Goods
/ Services used
between ODs

Specified/unspecified
period

Agreed Rental

Option of renewal

Consolidation of Goods
/Services used within
anOD

Consolidation of Goods
/ Services used within
a region by one or
more than one OD

Goods/Services
where it would be
more economically
viable to lease than
to purchase

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

Governing
performance

the
as

agreed between the
ODs

As per OD
requirements

'Any of the above-mentioned contract options can originate from any of the defined general
procurement medianisms and/or special mechanisms for procurement
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TABLE 9 TYPES OF CONTRACTS FOR CONSTRUCTION PROCUREMENT

Table 9 below provides a summary of the types of contracts available for constructs on-related
procurement.

Contract Option Best suited for

Engineering and
Construction

^Contract (ECCJ

Professional Services
^Contract [PSCj

Is used for the appointment of a Contractor for Engineering and
Construction work, including any level of design responsibility.

Is used for the appointment of a Consultant to provide professional
services.

Term Service
Contract (TSC)

Supply Contract (SC)

, This contract should be used for the appointment of a Service Pro/iderfor a
, fixed term to manage and provide a service.

This contract should be used for local and international procurement of
high-value goods and related services including design.

Engineering and
Construction Short
Contract (ECSC)

Supply Short
Contract (SSC)

Framework Contract

Adjudicator's
Contract

This contract is an alternative to trie ECC and is for use with contracts which
do not require sophisticated management techniques, comprise
straightforward work and impose only low risks

This contract should be used for local and international procurement of
goods under a single order or on a batch order basis and is for use with
contracts which do not require sophisticated management techniques, and
impose on!/ low risks on both the Purchaser and ths Supplier.

This contract should be used for the appointment of one or more Suppliers
to carry out Construction work or to provide design and advisory services on
an "as instructed" bas's over a set term.

This contract should be used Tor the appointment of an Adjudicator to
decide disputes under the NEC3 family of contracts, It may also be used for
the appointment of an Adjudicator under other forms of contract.

*Any of the abo/e mentioned contract options cai ong/nate from any of the CID8 procurement
mechanisms. These contract options ere available for use for constructioi procurement and any
procurement associated with the construction industry e.g. Professional services related to
construction projects.

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 21.8). 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.
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9.3 STANDARD TRANSNET TERMS AND CONDITIONS OF CONTRACT

Standard templates must be used unless there are cogent reasons why such standard
agreements cannot be used in a particular instance. Refer to the Standardised Transnet
Templates available on the iSCM Transnet Intranet, including but not limited to:

• 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. (AJso see paragraph 21.6.2)

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.

' Source: Wilupedia
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CHAPTER 10 : PREFERENTIAL PROCUREMENT APPROACH AND DESIRED OUTCOMES

This Chapter applies to both general procurement and construction procurement. This is dealt
with in more detail In paragraphs 10.3.2 of this Chapter.

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:

TABLE 10

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

T

70%

10/a

Consolidated
target of
15% for
both

Transnet
Target

2013/2014

907.

17.5%

17.5%

8 V.

10.2 MECHANISMS

Transnet must apply the provisions of the PPPFA regulations in determining its preferential
procurement framework.

Transnet conducts an assessment oc bidders' B-BBEE performance based on the following:

• bidders' past B-BBEE performance based on the B-BBEE scorecard as required in
terms of the PPPFA.

10.3 MEASUREMENT OF B-BBEE STATUS

10.3.1 Measurement as per scorecerd

Bid documents must specifically state that all Suppliers will be measured in
accordance with the DTI Generic Scorecard provided for in the Codes of Good
Practice or the applicable Sector Code.

Transnet prefers doing business with enterprises that share its values, and are
prepared to contribute to meaningful B-BBEE initiatives (e.g. subcontracting, JV's
etc.) as part of their Bid responses. Transnet will accordingly allow a preference to
companies who provide a B-BBEE Verification Certificate.

0058-0374-0001-0072
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Transnet requires prospective Bidders to have themselves verified by any
verification agency accredited by the South African National Accreditation System
("SANA5") or Registered Auditors approved by the Independent Regulatory Board
of Auditors ("IR8A") in accordance with the approval granted by the Department of
Trade and Industry, Please refer to Appendix G regarding determining the validity
of B-BBEE cerificates. Enterprises will be rated by verification agencies/registered
auditors based on the following:

b

Type of
_... Enterprise

Large

Qualifying Small
Enterprise (QSE)

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 bn 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
race of ownership

a) Exempted Micro Enterprises (EMEs) are defined by the Codes as companies with an
annual total turnover of R5 million or less. EMEs enjoy a deemed BBBEE recognition
of a Level 4 contributor. EMEs which are more than 50% Black owned are promoted
to a Level 3 contributor.

b) Sufficient evidence of qualification as an EME is an auditor's certificate (auditors need
not meet the prerequisite for Independent Regulatory Board of Auditors ("IRBA")
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. The certificate Issued
by an auditor or accounting officer to an EME may be in the form of a letter.

10.3.2 Construction industry B-BBEE requirements

Construction Sector Codes Targets thresholds differ from the general codes, The table below
illustrates the construction sector thresholds for EMEs, QSEs and Large Enterprises:

TABLE 12

Enterprise

Large

Qualifying Small
Enterprise (QSE)

Exempted Micro
Enterprise (EME)

Annual
turnover
Contractor

In excess of R35
million

Between R5
million and R35
million

R5 million or
less

Annual Turnover
Built Environment
Professional (BER)

Larger than R11.5
million

Larger than Rl,5
million and equal to
or less than Rl l ,5
million

R1.5 million rand or
less

Number b'f Elements
Scorea on the £~BBJfjE

JGenerTc ScorecartT

All 7 elements

Any 4 elements (equal
weighting of 25% each)

Deemed to be 100%
compliant. Automatic
Level 4 rating Irrespective
of race of ownership
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10.3.3 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
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. A trust, consortium or joint venture will qualify for points for their B-
BBEE status level as a legal entity, provided that the entity submits their B-BBEE
status level certificate. A trust, consortium or joint venture will qualify for points
for their B-BBEE status level 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 B-BBEE scorecard is prepared for every separate tender.

10.3.4 Public entities and tertiary institutions must also submit B-BBEE Status Level
Verification Certificates together with their bids.

10.3.5 Verification certificates are only valid for one Year from the date of issue. Bidders
are required to submit original and valid B-BBEE Status Level Verification
Certificates or certified copies thereof together with their bids, to substantiate
their B-BBEE rating claims. A B-BBEE certificate will be regarded as valid provided
that the closing date of the bid falls within the expiry date of the certificate.

[f the RFP specifically requires the bidder to provide a valid B-BBEE certificate, it
v/ill be incumbent upon the bidder to do so, failing which the non compliant
bidder/s will score zero for B-BBEE. However, if Transnet officials are aware of the
fact that Transnet is currently in possession of a valid B-BBEE certificate from the
bidder that was obtained for the purpose of establishing the database of possible
suppliers for price quotations or that was submitted together with another bid, it
is not necessary to obtain a new B-BBEE Status Level Verification Certificate each
time a bid is submitted from the specific bidder, provided that the B-BBEE
certificate remains valid at the closing date and time of the bid.

10.3.6 In terms of the PPPFA regulations, based on the overall performance of a supplier
in terms of its B-BBEE verification, it receives a B-BBEE status and a point out of
10 or 20 is awarded therefor depending on the value of the transaction. This is in
accordance with the preference point systems stipulated in the PPPFA regulations,
The 80/20 preference point system is applicable to bids up to Rl million in value
(all applicable taxes included). The 90/10 preference point system is applicable to
bids above Rl million in value (all applicable taxes included). In terms of the
PPPFA, the estimated costs and the appropriate preference point system (i.e.
80/20 or 90/10) must be determined upfront prior to advertising a bid and must
be stipulated in the invitation to bid. It is important to note that the thresholds for
petty cash, the quotation system and open bid process is not affected by the
thresholds mentioned above.

10.3.7 Points must be awarded to bidders based on their B-BBEE status as indicated in
Figure [14] below:
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Figure [14] - B-BBEE Scorecard I

10.3.8 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. Please
refer to the iSCM Intranet Portal for a cop/ of the B-BBEE Preference Points Claim
Form.

10.3.9 Bidders who do not submit B-BBEE Status Level Verification Certificates or are
non-compliant contributors to B-BBEE do not qualify for preference points for
BBBEE but should not be disqualified from the bidding process. They will score
2ero (0) points out of 10 or 20 for B-BBEE.

10.4 B-BBEE IMPROVEMENT PLAN

10.4.1 Transnet encourages its suppliers to constantly strive to improve their B-BBEE
rating. Transnet may request that prospective bidders submit a B-BBEE
Improvement Plan with their bid submission. Bidders will be requested to indicate
the extent to which their ownership, management control, employment equity,
preferential procurement, skills development and enterprise development will be
maintained or Improved over the contract period. The B-BBEE Improvement Plan
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will not be requested as a mandatory or essenb'al returnable document but as an
additional document. The B-BBEE Improvement Plan will not be evaluated and
bidders will not be disqualified for failure to submit the Plan.

10.4.2 Should the preferred bidder/s submit a B-BBEE Improvement Plan, the final
details of the Improvement Plan will be negotiated at contract negotiation phase.
Even if an Improvement Plan is not requested at the bid stage or the preferred
bidder does not submit 3 Plan at bid stage, preferred bidders may be requested to
submit a B-BBEE improvement plan at contract negotiation stage, where
appropriate. In instances where the Improvement plan has been negotiated and
agreed upon, the contract concluded with the successful bidder will incorporate its
B-BBEE improvement commitments as a material term of the contract.

10.4.3 In addition, the contract with the Successful Bidder must contain e penalty clause
which stipulates the penalties that will be imposed by Transnet, should the Bidder
fail to meet the preference targets in the contract. Please refer to paragraph
22.3.9 regarding penalties.

10.4.4 Furthermore, failure to achieve the Improvement Plan targets will result in breach
of contract and provide Transnet with cause to terminate/cance! the contract.
Milestones in terms of achievement of Improvement Plan targets per year must
be stipulated in suppliers' contracts so that penalty/breach of contract clauses
may be invoked if required.

10.4.5 Monitoring and evaluation will be conducted by the SD department as a standard
requirement to ensure tracking and successful delivery of the commitments. Refer
to the ISCM Intranet portal for the template for a B-BBEE Improvement Plan.
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CHAPTER 11 : LOCAL COWTENT

Should construction procurement include a minimum local content threshold, either in terms of
the designation of a sector or in non designated sectors, trie requirements of this Chapter and
any Instruction Notes issued by National Treasury must be adhered to.

11.1 INTRODUCTION

11.1,1 Increased Local Production and Content C*LC") forms an integral component of
Transnet's Supply Chain Strategy. This is aligned to Government's vision as
articulated in IPAP 2 and the NGP as well as Transnefs 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 Loca! 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 f'DTI") for Local Production and Content.
National Treasury has issued Instruction Notes In terms of how to implement the
designation of the sectors for Local Content. The Instruction Notes issued by
National Treasury on designated sectors must always be strictiy adhered to when
tenders related to designated sectors are Issued. The following table indicates the
designated sectors and minimum threshold for local content as determined by the
Department of Trade and Industry and National Treasury:
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TABLE 13

Sector

: TbHtSg, CtojJiing, Leatbsr-end Footesst

$*$£ Povter P$w$ •8c«ufcStaikFfl5

Furt&iite Pre4u«s

Cffits Fijmrture

6d»oot Furniture

1 Baae ajid mattress

Mirfrmmi threshold for lccalconte.it

S0% 1

fi5% j

00%

RaH Rolling Stock

! Dies* 1 locomotives

: EJecfrfc locomotives
I , • •

| Etattrit MulHpte U r ^ (ElIUs)

I
I Wagons

63tTopBoKta(STB)

Etactrkal ar«iTri*com Gabfe Products

Solar Water Heptar Components

55%

65%

S0% |

^
30%

11.2.3 Further to the overall designations mentioned in the table above, please refer to
the Instruction Notes issued by NT as certain sectors have designated sub-
sectors/components in addition to the overall thresholds.

11.2.4 Please refer to National Treasury's website for an up-to-date l:st of designated
sectors on: http://www.trieasurv.Qov.za/dM3

11.3 NON DESIGNATED SECTORS

11.3.1 Organs of state are allo/zed to impose similar conditions for local content when
issuing tenders in sectors that have not been designated by DTI, but this must be
done in accordance with specific directives issued by National Treasury. National
Treasury is still in the process of finalizing such directives. Please note that until
such time as the directives are issued, bid documents should not include a
minimum threshold for local content in respect of non-designated sectors.

• Paragraphs 11.3.2 and 11.3.3 will apply once National Treasury issues such
directives.

11.3.2 When issuing bids in sectors that have not besn specifically designated for Local
Production and Content ("non designated sectors"), Transnet will actively promote
Local Production and Content where possible. Therefore, before approaching the
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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
procurement strategy. Furthermore, in accordance with Regulation 9(3), the RFP
must reflect the minimum threshold for LC that must be met by bidders to qualify
for further consideration. Bidders who fail to achieve the set minimum
thresholds v/ill be disqualified from the bidding process.

11.3.3 In this regard Transnet must consciously look for ways to incorporate local
content in its tenders, where appropriate, particularly where the tender falls
v/ithin one of the sectors clusters identified in IPAP I I . These sector dusters 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 locai 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" has a 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
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The value of the Local Content must be reflected as a percentage of the bid
price to determine whether it meets the stipulated minimum threshold.

11.5.2 National Treasury requires that the value of Local Production and Content be
calculated according to the following formula:

Si)

Where

>: 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 12:00p.m on the
date, one week (7 calendar days) prior to the closing date of the Bid.

11.6 LCVSSD
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.

11.7 NATIONAL TREASURY LC REQUIREMENTS
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. Please refer to the
iSCM Intranet portal for a full suite of RFX templates to be used for bids involving Local
Content and Production including a copy of SBD 6.2.

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.
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CHAPTER 12 : DETERMINING SD APPROACH AND DESIRED SD OUTCOMES

This Chapter is applicable to both general procurement and construction procurement.

SD (including CSDP and/or B-BBEE) should form an integral part of the procurement strategy in every
procurement transaction. The nature and extant 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 MD5
infrastructure programme to foster economic growth
and promote transformation

SD objectives

Address, cotfiunjic disparities

inetlUJKtes thr*>MBh fc-use bfi

•Procurement

SD approach
A

Programmatic

I i

Strategt

Focused.

Small Business
Development

SD objectives

f

pfs>

- 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 IC1 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 initiatives follow a longer than normal planning horizon and
generally exceed the funding capacity of Transnet's balance sheet. They are
identified either in IPAP I I 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 focal
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.

122 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 [16] 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
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by case" basis, taking cognisance of the nature and complexity that is involved in that
particular SD activity.
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figure [16] - 4 Step process

This process is briefly described above, but a detailed description can be obtained in the Transnet
Supplier Development Plan.

12.3 SUPPLIER DEVELOPMENT (SD) MECHANISMS

If a specific commodity has been earmarked as a SD commodity, SD should be included either
as a threshold or prequalification criteria or both if it is justified that further value will be
extracted using a combination of these two mechanisms. 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.
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Depending on the supplier market and what is feasible and achievable on e 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/preservation and skills development (Figure [17]below).

The IC3 framework developed by the DPE was adopted to
assist in the pnontisation of SD opportunities and includes
transformation

B-BS££ B-B6EE

\ I Decrtsir-s
j ' erp'rexi cr

Programmatic
, r .
I . Strategic

Programmatic

Stratsgk

Jcb crnam Jcb OVJDCn,

d - . • : Small ED

r .! (
Dovstepment

figure [17] T SO Criteria

Tne table below serves as a guideline to determine the opportunities for SO and transformation
based on the value of a particular transaction and the duration of the contract:

TABLE 14

Transaction value and

contract duration

• R 0 - R 1 million

• Contract duration

more than one (1)

year

SD

Applicable

through the

B-BBEE

scorecard

B-BBEE Improvement

Plan

Applicable

B6BEE

certificate

Applicable
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• Greater than Rlmlilion -

but less than R2mi!lion

* Contract duration

(Once-off and less

than one year)

• Greater than R2

million

• Contract duration

more than one (1J

year

Applicable

through the

B-BBEE

scorecard

Applicable as

per

paragraphs

12.3.1,12.3.2

and 12.3.3

below

Not Applicable

Applicable

Applicable

Applicable

The SD 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

SD criteria ^ ^

Industrialisation

Capability &
capacity building

Technology
transfer and
sustai liability

Measurable areas

Value of investment in
plant

Reduction in import
leakage

• Potential increase in
export content

• % Local parts

• Value of local parts in
relation to the bill of
materials

• Value spent on local
suppliers

• Number of local
suppliers in the supply
chain of the Bidder

• Technology transfer
including:

o Methods of
manufacturing

o Introduction of
new technologies

o IP transfer (no.

/ . ' g l .Further explanation

Quantification of the monetary value invested
in machinery, equipment, buildings

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

« Planned use of local parts as a percentage of
the total contracted items

• Planned monetary value of the parts utilised in
the bill of materials (as a percentage of the
total spend)

• Planned percentage monetary value spend on
procurement of Goods and Services procured
from SA suppliers

• Number of South African suppliers that are to
be utilised in the fulfilment of the contract

• Introduction of a new/improved method of
manufacturing

- Provision of new technologies

o For processes

o ICT

o The transfer of patents, trademarks and
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WC aitena Measurable areas

Skills
development

Further explanation

copyrights

~i

Small business
promotion

Number company
employees to be
trained including:

o Number of
artisans

o Number of
technicians

D Number of Black
People

o Total number of
people

• Number of downstream
individuals to be
trained, including

o Number of
artisans

c Number of
technicians

c 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)

• Number of apprentices
(specify industry)

Investment in schools
in specific sectors (e.g.
engineering)

% of planned
procurement from QSEs

% of planned
procurement from
EMEs

% of planned
procurement from
start-ups

Non-financial support
provided to small
business

Joint ED initiatives with
Transnet

(Mo. 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
compiles 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
prepared to invest in the development and
running of schools to increase technical skills
development

Refers to the planned procurement from small
business as a % of the total planned
procurement spend

Suppliers will be given a point for each non-
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
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b

Local Economic
Development
(Rural/Regional
Development)

• Number of local
employees

• Value spent on iocal
business

• Proximity of business to
operations

• Number of rural
businesses to be
developed

• CSI spend

lFur|her.expjanatipn

will jointly run with Transnet:

• That are aligned to Transnet's objectives

• That are financial or non-financial in nature

• Number of people to be employed from within
the town / dty of operation

• Monetary value to be spent on business within
the town / dty 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

12.3.1 SD as a threshold

The use of SD as a threshold involves scoring bidders against p re-determined criteria (e.g.
job creation, job preservation, skills transfer, small business promotion, rural development
and localisation) stipulated in the RFX. The threshold which bidders are required to meet
must also be clearly communicated in the RFX document e.g. an overall SD score of 60%.
SD will be utilised as a threshold only where market analysis on SD opportunities justifies it.
Bidders failing to achieve the set threshold will be excluded from the bid process, whilst
bidders who meet this requirement will be evaluated in terms of the PPPFA methodology. It
is important to note that different SD thresholds may be set for Large Enterprises on the
one hand and QSEs / EMEs on the other provided that there is an underlying justification
for the differentiation. For example Large Enterprises may be required to meet a 60%
threshold for SD while EMEs and QSEs may only be expected to meet a 40% threshold. I t is
reasonable to expect Large Enterprises to do more to promote SD as opposed to QSEs and
EMEs, many of whom are themselves in need of development and upliftment.

12.3.2 SD as a prequalifieation criterion

SD will be incorporated as a prequaltfication criterion when the market analysis indicates
that it is not viable to include SD as a threshold. Where SD is used as a prequalification
criterion, bidders will not be scored for SD but will instead be requested to provide a
commitment that the monetary value of a!! SO initiatives to be undertaken by them will not
be less than a certain stipulated percentage of the contract value e.g. bidders may be
asked to provide an undertaking that no less than 20% of contract value will be spent on
SD initiatives. The percentage stipulated must be informed by market analysis in order to
ensure that it is not set at an unreasonably low or high level. Bidders failing to provide this
undertaking will be excluded from the bid process, whilst bidders who meet this
requirement will be evaluated in terms of the PPPFA methodology. In addition, Bidders may
be required to provide a minimum commitment in relation to specific SD criteria e.g. job
creation or skills development, It is important to note that different pre-qualification criteria
may be set for Large Enterprises (LEs), QSEs and EMEs provided that there is an underlying
justification for the differentiation.

12,3.3 Threshold versus prequalifieation criterion

It is advisable that where possible, SD be Incorporated as a threshold rather than a pre-
qualification criterion. This is because the setting of a threshold will Involve a detailed
assessment of the bidders' SD commitments whereas a set prequalifieation criterion will be
assessed simply based on whether the bidders agree to the stipulated percentage SD
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commitment required. It is therefore critical that the SD department be involved at the pre-
procurement / demand stage so that a proper market analysis can be conducted and
maximum SD value derived from a particular procurement process. As indicated in
paragraph 12.3 above, it is also possible to utilise a combination of a threshold as well as
prequalification criteria if it is justified that further value will be extracted as a result
thereof.

Irrespective of whether SD is to be included in a bid as a threshold or a prequalification
criterion, bidders must be requested to complete an SD plan and value summary as part of
their bid submission. The SD Plan represents additional detail in relation to the SD Plan
providing an explicit breakdown of the nature, extent, timelines and monetary value of the
SD commitments which the Supplier proposes to deliver during the term of the contract.

SD must not be incorporated as part of weighted evaluation criteria. In terms of the PPPFA,
bids must be evaluated on the basis of Price and Preference only. SD must only be used as
a prequalification criterion, a threshold or both.

12.4 INCORPORATING SD AS A MATERIAL TERM OF THE CONTRACT

During contract negotiations, SD may be further negotiated with the preferred bidder/s.
Specific milestones, timelines and targets will be recorded to ensure that the SD Plan is in
line with Transnet's SD objectives and that implementation thereof is completed within the
term of the contract.

The contract concluded with the successful bidder will incorporate the final SD plan as a
material term of the contract. The contract must also 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. I t is important to note that such penalties must 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. Different penalties may be imposed on LEs as opposed to QSEs and EMEs for
failure to achieve SD initiatives. For example, a penalty of 10% of undelivered SD value be
imposed on LEs, 5% on QSEs and 2.5% on EMEs. Please refer to paragraph 22.3.9 for
more information on when penalties may be imposed.

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 or
implement other remedial measures. 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.

Monitoring and evaluation will be conducted by the SD department as a standard
requirement to ensure tracking and successful delivery of the commitments.
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CHAPTER 13 : DETERMINING BID EVALUATION CRITERIA

The CIOB prescribes 4 standard evaluation methods for construction procurement. In the
Transnet context, historically Method 2 and 4 were utilised. However, Method 4 is not aligned to
the requirements of the PPPFA. As a result, only Method 2 of the GDB methods is to be utilised
until further notice. CIOB Method 2 is dealt with in detail in paragraph 13.6 below.

13.1 TRANSNET'S EVALUATION METHODOLOGY

Transnet's evaluation methodology is aligned to the prescripts of the Preferential Procurement
Regulations, 2011. It is also designed to achieve Transnet's SO objectives. The methodology
follows a tv/o-stage evauation process where minimum thresholds are set for Local Content
(where applicable - designated sectors), SD and Quality/Functionality. 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, and B-BBEE scorecard are scored using either the
80/20 or 90/10 preference point system depending on the value of the transaction. Figure 18
below depicts the evaluation methodology;

^*-v-sipJsai n n r x !r«sx*i a* cfsscrced by Natt̂ a Vasar* 'Jspp-'ca:*

rot preset

Figure [18]: Trensnet's evaluation methodology
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13.2 STAGES OF THE EVALUATION METHODOLOGY

13.2.1 Prequaiifjcation

Bidders are required to meet the requirements of the administrative
responsiveness and substantive responsiveness tests in order to be considered
further. Administrative responsiveness will be tested based on returnable
documents submitted and signatures on the Bid documents. Substantive
responsiveness will be tested against whether a Bid conforms to all the terms,
conditions, scope and/or specifications of the bid documents without material
deviation or qualification. This will include an assessment of whether all pre-
qualification eligibility criteria set, either Functionality or 5D related, have been
met

13.2.2 Stage 1

A minimum threshold must be set for Local content, SO and
Quality/Functionality (where applicable). These are separate thresholds, and the
Bidder must meet the minimum criteria for all of these in order to proceed to
stage two.

13.2.3 Stage 2

Tne bidders who meet the minimum threshold for Local content, SD and/or
Quality (Stage 1) will then be evaluated against each other using only price and
B-BBEE scorecard based on the applicable preference point system. In terms of
the preference point system, proposals will be evaluated on price which will be
allocated 80 or 90 points and preference which will be allocated 20 or 10 points,
dependent on the value of the Goods. The 80/20 preference point system
applies where the acquisition of the Goods, Services or Works v/ill be less than'
Rl 000 000.00. The 90/10 preference point system applies where the acquisition
of the Goods will exceed Rl 000 000.00,

13.3 CHOOSING APPROPRIATE EVALUATION CRITERIA

13.3.1 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 sub-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.

• 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. Evaluation criteria should not be written with a specific product in mind,
but should rather describe functional (as opposed to product specific) characteristics.
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13.3.2 Functional criteria

Should functionality be included in a bid as a threshold, the bid documents must clearly
state the minimum score to be achieved if bidders are to be further evaluated on price
and preference. Only those bidders who achieve the minimum threshold for functionality
must be further evaluated for price and preference. Functionality may only be included
as a threshold but not as sn evaluation criterion.

Please note that not all bids have to include functionality as a threshold. Bids involving
low value and low technical requirements (e.g. bottled water) do not have to include
functionality and should be decided on the basis of price and preference only.

Functional/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 as2:-

(i) technical merit;

(ii) aesthetic and functional characteristics;

(iii) safety characteristics;

Civ) environmental characteristics (including green economy, energy
conservation and climate control);

(v) quality control practices;

(vi) reliability;

(vii) durability;

(viii) 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;

(xi) running costs;

(xii) after sales Service and technicaf assistance;

(xiii) delivery date;

(xiv) delivery period or period of completion;

(xv) inspection or testing requirements;

(xvi) integration with other Goods / Services; and

(xvii) training requirements.

b) Additional Quality considerations in construction procurement is as follows:

*" This section on quality is largely based on clause 4.3 of the GDB Standard For Uniformity in Construction
Procurement
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Quality criteria shall not include:
(i) social considerations, such as the composition of workforces in terms of race, gender;

'(il) or disability; or
(iit) matters relating to the basic capability or capacity of the tendering entity to execute

the contract.

c) Where Functionality/Quality is of critical importance, at least 2 persons of the CF5T
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.

d) It should also be determined whether a due diligence exercise, 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. These aspects must be
clearly dealt with in the RFP. It is important to note that due diligence, interviews,
site visits and presentations should only form part of the scoring if there are
aspects of the bid that cannot be evaluated based on the responses to the RFP
document or if the due diligence, interviews, site visits and/or presentations are
required to validate the responses to the RFP document. 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. I t is
permissible to set two separate thresholds for functionality in this regard i.e. one
threshold for the desktop assessment and another for the interview, site visrt or
presentation.

e) The evaluation of bids shall be based only on the information contained in Bid
submissions, and where relevant from a due diligence exercise, interviews,
presentations and site visits.

13.3.3 Price criteria

a) Price will be evaluated strictly in terms of the prescripts of the PPPFA. 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
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Exchange rate nuctuatjons.

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,

13.3.4 Preference criteria

All Bids should be evaluated against the applicable preference point system as
prescribed in the Preferential Procurement Regulations, 2011. The preference criteria, as
set out in Chapter 10, should be included in the bid document.

13.3.5 Supplier development (SD) criteria

If a specific commodity has been earmarked as a SD commodity, then SD should be
included in the bid either as a threshold or prequalification criteria or a combination of
these 2 mechanisms. The SD criteria, as developed in Chapter 12, should be included in
the bid document.

13.3.6 Evaluation of counter party risk

Depending on the type of Goods/Services being procured, it may be important that the
counter party risk of Bidders be assessed based on one or all of the following:

• their audited financial statements;

• key financial ratios. For example; Current Ratio, Turnover/Contract Value, Interest
cover, Gearing and financial performance of bidder relative to peers;

• perform media searches of bidders to identify any key risks that have not been
disclosed in bid submissions. For example: Poor financial results which impacts the
going concern of the customer / supplier;

« review analyst reports and gauge overall market sentiment of bidders;

• review geographical, political and economic risks based on the location of the
bidder;

• review the bidders business continuity plans; and or

• Perform a review of the security / collateral by reviewing parent company
guarantees and/or performance bonds (if applicable).

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 a due
diligence exercise may be performed on the preferred bidders at the end of the
evaluation process prior to recommendation. 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.

13,4 DETERMINING THE PREQUALIFICATION CRITERIA 8L THRESHOLDS
13.4.1 Prequalification criteria
Prequalification criteria may be set in respect of Functionality, SD and financial stability.
Such criteria must be determined with circumspection as bidders may not be considered
further should they fail to meet any of the set prequalification criteria. Furthermore,
prequalification criteria must not be set in an exclusionary manner and must prescribe the

I 1 ,-j,. „,.,- C
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miriiiiijm requirements that Transnet requires particutarly with regard to Functionality
and financial stability.

13.4.2 Thresholds

While the Local. Content threshold in designated sectors is prescribed, the determination
of thresholds for Functionality and SD must be considered on a case by case basis as
each procurement event will differ. I t is important that these thresholds be determined
upfront and included in the RFX document. Once induded 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.

Ideally, the thresholds set must be based on Transnefs minimum requirements i.e. the
minimum Transnet requires in order to satisfy its needs/objectives. It, however,
sometimes transpires that despite this exercise, all the responses received do not meet
the set threshold/s. Transnet may decide that rf no Bidders pass the SD and/or
Functionality threshold, it will reserve the right to lower the threshold by a certain pre-
determined percentage. The decision to utilise such a disclaimer must be carefully
considered. The disclaimer must be dearly specified in the RFP, provided it is in
Transnefs best interests to do so and there Is concurrence between the end user and
Procurement. In addition, with regard to the SD threshold, concurrence is also required
from the SD Department. The use of this disclaimer is designed to mitigate the risk of a
bid requiring cancellation even though there was an adequate response from the market.

The weighting of the Functionality/Quality threshold as a whole, as well as the sub-
requirements within this threshold, need to be carefully determined to ensure that the
end product/service is optimal and fit for purpose.

Similarly, as indicated in Chapter 12, the setting of the SD threshold must be based on
market analysis of the SD opportunities in a particular sector.

13.5 WHEN TO DETERMINE THE EVALUATION METHODOLOGY

All of the above should be carefully considered by the CFST and included in the sourcing
strategy, the RFX and RFX sign-off template prior to issuing the RFX to the market, as neither
the evaluation criteria, nor the weightings may be changed during the evaluation phase.

13.6 CIDB EVALUATION METHODOLOGY

ci b
13.6.1 The CIDB register oF contractors shall be applied in all constructfon works contracts.

The manner in which the CIDB register of contractors is to be applied is established in
the CIDB Regulations which are issued in terms of the CIDB Act and the CIDB
Standard for Uniformity In Construction Procurement.

Determining the correct CIDB grading:

• Step 1: Identify preferably one, but not more than two class(es) of
construction works that best describes the works to be performed.

• Step 2: Estimate the tender value including value added tax and identify the
tender value range designation within which this value falls. Where the
estimated value is not more than 20 percent above the lower limit of a tender
value range, base the contractor grading designation on the tender value
range Immediately below the tender value range within which the estimate
falls.
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• NOTE: Invitations to tenderers should indicate as accurately as possible the
registration requirements and not be misleading; hence the requirement in the
regulations to base the estimate on the lower designation in borderline
circumstances.

• In certain cases, where the contract for construction works takes place over.|
several years (term contract), the contractor grading designation may be
based on the annual estimated value of the contract.

• Step 3: Determine the approximate contractor grading designation and, where
applicable, the alternative designation, based on the dass(es) of construction
works selected in Step 1 and the tender value range identified in Step 2.
Where the employer has a targeted development programme in place that
provides the necessary support to enable the contractor to successfully
execute the contract, contractors who are registered as potentially emerging
contractors in one designation lower than required, may also be permitted to
submit tender offers.

• Step 4: State the requirements for contractor grading designation in the
Tender Data in the form of eligibility criteria in using the wording prescribed in
the Standard for Uniformity in Construction Procurement.

l3.6.2Pre-qucIification criteria may be used as eligibility criterion in the bid. The framing of
quality criteria as eligibility criteria is a simple, yet effective, means of ensuring that
only those bidders who are likely to deliver the required quality submit bids and
compete for the award of a contract.

Example 1 : An engineering and construction works contract may contain the
following eligibility criteria:

Where the works required involves the removal and disposal of asbestos cement
sheeting, the eligibility criteria should state that the contractor must be a Registered
Asbestos Contractor with the Department of Labour.

Example 2: A professional service contract may contain the following eligibility
criteria:

The eligibility criteria for bidders are that they complete the Competent Persons
Declaration and have in their full time employ a person satisfying the relevant
requirements for a competent person for the required service.

13.6.3AS indicated above, only CIDB Method 2 is to be utilised within Transnet until further
notice. Method 2 is explained in more detail below;

CIDB Method 2: Financial offer and preferences

Firstly, Quality/Technical is to be evaluated as a prequalification criterion.

a) Reduce each responsive tender offer to a comparative offer. A comparative
offer is defined under F.1.3.3 of the CIDB Standard Conditions of Tender as
contained in Annex F of the Standard for Uniformity in Construction
Procurement.

b) Score bid evaluation points for financial offer.

c) Confirm that tenderers are eligible for the preferences claimed and if so, score
bid evaluation points for preferencing

d) Calculate total bid evaluation points.

e) Rank bid offers from the highest number of bid evaluation points to the lowest.

f) Recommend bidder with the highest number of bid evaluation points for the
award of the contract, unless there are compelling and justifiable reasons not to
do so.
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This Chapter applies to both genera! and construction procurement. Additional CIDB
procurement mechanisms are detailed in paragraph 14.8 below.

14.1 FACTORS TO CONSIDER WHEfl SELECTING THE APPROPRIATE PROCUREMENT
MECHANISM

Sourdng/procurement strategies are closely 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
procirement mechanism to be used, the commodity should be plotted on the four quadrant
matrix below:

High

RJskto
buslitess

Low

Value of
srend

High

Figure [19] - Risk / Value Matrix J
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:

type

Routine/
Tactical
Transact) on a I

TABLE 16

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

Appropriate
procurement
tnechanism/s
Open Bid

Quotation
system (only
when non
repetitive and
under R2
million)

Possible contract
options

"As and when"
contract for
short and
medium term

Transversal
contract
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Type

Leverage

Bottleneck/

Development

Strategic

Characteristics

and wiien' contracts

Low risk; high spend

Non-critical items

Many suppliers in the
market

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,
instrumental on or
software from
proprietary suppliers

• Objective is to secure
supply

• High risk; high spend

• These are items that
are critical to
Transnet's business

pSgSggSySi
meclJanlsm/sM

Open Bid

• Two stage
bidding system

• Approved list

• Confinement

• Framework
Agreement

• Open Bid

• Two stage
bidding system

• Approved list

• Confinement

• Framework
Agreement

| j * options

• Transversal
contract

• "As and when"
contract for
short and
medium term

• "As and when"
contract for
medium term

• Fixed quantity

• Medium to long
term contract

• Transversal
contract

Depending on the circumstances of each requirement for the procurement of Goods or
Services, any one of the following main procurement mechanisms or procurement paths may
be utilised:

• , . . C l . t
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Figure [20] -- Pioanement Mechanisms
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 When the full scope of work is known at a point in time, 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 and will be regarded In a
serious light as it amounts to non compliance with procurement procedures.

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. Where it is necessary to specify a particular brand or product; the
RFX document must request the particular brand/product "or similar".
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14.3 THE QUOTATION SYSTEM
QUOTATION PROCEDURE

REQUEST FOR QUOTATION fRFQ") / CIDB

• drily-used-for Iransgr^ofis bsjow R2 miillon In value

• Ttie Gs0ds or Services luyst fee mqulred on a. neh-repeytfve basts

• The marke&sftouid be.

14.3.1 Definition

The quotation system is a procurement system used for transacbons below R2 million
that are required on a non-repetitive basis.

1163

14.3-2 When to use the quotation system

b) The quotation system is intended for non-frequent purchases of fairly low
value, It should not be used on a continual / repetitive basis for the same
commodity i.e. instances where the same commodity is purchased
(sometimes even from the same supplier), but on different purchase
orders/requisitions. This will be regarded as Parcelling.

c) The quotation system is best suited in the following circumstances where:

(i) transactions are valued at less than R2 million;

(ii) the purchase is not required on a repetitive basis. Where the same
purchase is regularly made, consider a fixed term as-and-when-
required contract. If market prices of the commodity are volatile and i t
is impossible to obtain firm prices for a specific period (even with price
review mechanisms included), consider a short term as-and-when-
required contract. Such a contract may be concluded following either
an open tender process or a quotation process;

(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
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Quick turn-around times In the case of
non-repetitive purchases

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 R25O 000.00 -
R1000 000.00

Greater than R1000 000.00 -
R2 000 000.00

Mechanism Jor obtaining
q up te

Fax/email quotes

Fax/email quotes

Fax/email quotes

Short form RFQ request
(receipt of bids at the tender
box)

Formal RFQ process (receipt of
bids at the tender box)

No. of quotes

1

2

3

3 or more

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.

b) 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
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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.

c) u is important to note that once a request for quotations has been made to
prospective Bidders, a buyer cannot subsequently request further quotes if
only some Bidders approached have responded to the request by the dosing
date. This rule applies even where a Bidder has responded to the RFQ with a
"no quote".

14.3.6 Transnet Vendor Portal

a) An automated Transnet wide Vendor Portal (TVP) has been created for alt
potential suppliers v/ishing to do business with Transnet to register and update
their company profiles. The web address is https://vendorDorta[.transnetnet

b) Potential suppliers should provide full details of the Goods/Services on offer,
their tax clearance certificate, their BSBEE 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 all potential suppliers,

14.3.7 Process

a) As indicated above, the buyer will request quotes from at least 3 or more
potential Bidders on the TVP where possible.

b) For relatively low value, simpfe 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 seven Working Days.

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. Where there are opportunities to indude SD either as a threshold or
prequalification criterion or a combination of both, 5D should also be Induded
in the bid. In the event that technical evaluation is also necessary, the
technical evaluation criteria must be pre-determined and induded in the RFQ
document. The highest scoring Bidder is to be selected as the Successful
Bidder unless there is objective criteria justify the award to another bidder.

e) 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.

f) 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.
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g) Please refer to paragraph 17.2.1 (d)'regarding matters that were anticipated
to fall below the AC's threshold but when quotes are received they are over R2
million in value. Furthermore, please refer to paragraph 22.5.7 (B) regarding
contract amendments in this regard.

Figuie [21] - Quotation Process

14.4 THE OPEN BID PROCESS (RFP)/CIDB OPEN PROCEDURE

used for fr£Ftsw$Of»s greater than- R2 mlUtoh in value

"There fttyst be a fiumsetitive market and a tor detailed spedftcetfOP) av^ftbfe \&
whuti many prospective Bidders are ab!6 to respond

Bids may be advertised fn tocat, national and / or International media as wall as tha
TTansnet website depending on tfie market
Note that for construction procurement, the advertisement must. In addttJon be placed
on the C3DB yyeto sfte using It4£ GTDB's i-Tendet'^ddb sec/toe at least 10 working days
before the dosing date for tenders and at le^St 5 working <3ays before any compulsory
site mealjng.

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 Transnet's 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;

b) even if the bid value is less than R2 million, an Open Bid should
be issued if the market is not known or the Goods or Services
are required on a repetitive basis;

the market is competitive (i.e. many potential'suppliers are
able to provide the required Goods/Services);
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d) there are dear and unambiguous specifications to ensure that
ali 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 Transnefs needs / specifications etc. are still
too vague to issue a formal bid, the two-stage Bid system (RFI)
should be followed.

14.4.3 Advantages and disadvantages of the open bid process

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

b)

c)

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 (did Preparation).

Bids may be advertised in local, national and / or international
media as well as the Transnet internet website depending on
the market and value of the bid. Note that for construction
procurement, the advertisement must, in addition be placed on
the CIDB web site using the CIDB's i-Tender@ddb service at
least 10 working days before the closing date for tenders and
at least 5 working days before any compulsory site meeting.

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.

5ee process below to be followed in the case of an Open Bid process

ije 3 ; of 22
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Figure [22] - Open Bid Process

14.5 APPROVED LIST PURCHASES

14.5.1 Definition

Art ajiprotfed list is essentially a 'Standing authority fco confine4' and may be framed artf)
utilised either where;

Gbods or Services are required aecordirtfi tft'urftjue speetftefetions, on a
fas-and-when required") basis artd'froffia l l r n ^ number of supplies; or

In a competitive market tiiere Is a need to preqaalfty suppliers, ai well as to limit
the need to continuously evaluate laiae ^ r e ^ i i d i

14.5.2 General principles

a) In order to qualify for inclusion on any approved list a supplier
must be able to supply Goods or Services of the quantity and
quality required. Furthermore, if so required, the supplier must
have submitted samples or delivered Goods which have
satisfactorily passed Transnefs quality tests.

b) 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 thetr
own specifications.
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e) An Open Bid may not be issued for Goods/Services appearing
on an approved list unless it is in the best interests of Transnet.

f) Information regarding Transnet's Approved Lists may not be
disclosed to anyone outside Transnet without the written
approval of the GCSCO.

g) The standard template for approved lists must be used.

O

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;

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; or

d) Competitive market where there is a need to prequalify
suppliers, as well as to limit the need to continuously evaluate
large numbers of bids

14.5.4 Advantages and disadvantages of the approved list process

O

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 Lists

a) Evergreen Approved Lists
(i) This type of approved list is to be used for situations as described

In paragraph 14.5.3a) - c).
(ii) Evergreen Approved Lists 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.

(iii) 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,

ter K Main 0-ocur£rrii»fif Mechanisms
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O

their names may be removed from the approved list as per
paragraph 14.5.8.

(tv) This type of approved list may be framed by following one of the
two procurement processes outlined below:

• 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.

(v) 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.

(vi) 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 productysample 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 CPO/GCSCO 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 iist by following the normal approval process i.e. AC and
CPO/GCSCO approval must be obtained.

(vii) 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.

(viii) Although the evergreen approved list 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 CPO/GCSCO approval must be obtained and the list must
be updated accordingly.

(ix) 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.

(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 within its jurisdiction.

CnajH*' [.1 M
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b)

(xi)

Fixed Period Approved Lists

I t is important to note that the names on the evergreen approved
list will remain on the list unless their names are removed for one
or other re

Fixed Period Approved Lists are typically used. in the following
circumstances:

• Gonipetitive market where there Is a need to prequalify suppliers,
as well as to limit the need to continuously evaluate large
numbers of bids

O

(i) "Fixed period 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 Ust of Approved Security Service Providers.

(iii) Unlike the evergreen 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 CPO/GCSCO.

(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 list. 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.

14.5.6 Authority to frame an approved list

a) The framing of an approved list or any amendment thereto must be
approved by the OD CPO 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.

c) Any person or Enterprise whose application for inclusion on the
approved list has been refused or whose name has been removed
from the list, may make representations to the relevant CPO. Should
the person/Enterprise not be satisfied with an OD CPO'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

Mam S.7 of" li\
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a) The OD AC must first provide "in principle" approval for the framing
of an approved list.

b) The Advertisement for an approved list must only make reference to
the Goods/Services for which the list is being framed and not the
names of the approved suppliers.

c) The manner in which the approved list will operate must be
stipulated upfront in the RFX to frame the list. In this regard bidders
must be made aware as to which criteria will be evaluated to frame
the list and whether further evaluation will take place when the list is
utilised. If the approved list (whether evergreen or fixed period) is
framed on the basis of a technical evaluation only then when the list
is utilised all bidders should be invited to submit bids as bidders will
then evaluated on price and preference. Where the framing of the
approved list involves a complete evaluation including an evaluation
of price and preference, business should be awarded on a rotational
basis. This is in order to ensure fairness and an equal distribution of
business to those on the list. The next business requirements must
be awarded to the supplier with the lowest spend on the list. As
indicated these options are available for both types of approved lists.
However, it is recommended that for fixed period approved lists a
complete evaluation is conducted when framing the list. The decision
on the manner in which to frame and utilise the approved list must
be decided on a case by case basis and approved by the OD CPO In
the case of ODs and the GCSC0 in respect of TCC.

Figure [23] ~ Process to frame Approved List

11.5.8 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;
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c) falls or ceases to comply with the requirements of such
approved list;

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 iist;

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) )/CIDB PROPOSAL
PROCEDURE USING THE TWO-STAGE SYSTEM

This procurement mechanism !s appropriate una^ t i i i fallowing clrcumstenGes:
* Where the suitability of service providers must first be determined prior to them being

invited to bid for Goods / Services;
• wtien assessing the availability of Goods / Servtoes where there Is no dear specification

of requirements; or
» tftere could be solutions available m the market unknown to Transneh , b

14.6.1 Principles
This procurement mechanism is appropriate under the following circumstances as it
takes into account the most satisfactory solution to Transnet's specific procurement
needs:
a) where due to the nature of the Goods / Services being acquired, the suitability

of service providers must first be determined prior to them being Invited to bid
for the Goods / Services (pre-qualificafjon);

b) where Transnet would like to obtain information from prospective bidders
regarding the SD opportunities in a particular market in order to determine its
go to market strategy;

c) where there is no dear specification of requirements and It is not
feasible/possible for Transnet to formulate detailed specifications for the Goods
or Services required; or

JO-u
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X)

d) where Transnet seeks first to establish the various possible solutions available in
the market in order tG deUmiiiic the best solution tor "Iransnet.

In scenarios (a) and (c) above Transnet may draw up a functional specification in the
RFP based on the responses received to a Request for information ("RFI") taking
into account its specific needs. I t 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.

14.6.2 When to use the two-stage bidding process

a) This mechanism is used in assessing the availability of Goods/Services where
there is no dear specification of requirements or where the suitability of service
providers must first be determined prior to the undertaking of any development
work.

b) The use of this mechanism Is appropriate where there are various possible
means of meeting the need.

c) The RFI process is ideally suited to projects involving research, development,
studies or experiments. In such instances it is not in the best interests of either
Transnet or the prospective Bidders to develop a detailed plan when it has not
yet been determined as to whether implementation is feasible.

d) The RFI process can be utilised to determine the availability of Goods and
different suppliers' specifications in order for Transnet to draft its own
specifications in such a way that accommodates as many potential suppliers as
possible that are able to provide a product of acceptable quality.

e) To obtain Expressions of Interest (EOI) from the market before stage 2 of the
two-stage bidding process is embarked upon.

14.6.3 Advantages & disadvantages of the two-stage bidding process

Advantages

• Allows Transnet to obtain an
indication of what is available in the
market before approaching the
market with a firm invitation to bid.

• Ailows Transnet to draft a clear
specification when it approached the
market

pjsad vantages

• The two stage bidding process is a
time consuming process

« There is a risk of possible
infringement of IP

14.6,4 Process

A two stage bidding process involves the following steps:

a) Stage 1 (RFI stage):

(i) Prospective Bidders are invited to submit their proposals via an open RFI
after approval to approach the market has been obtained.

(ii) The evaluation criteria in the first stage may include criteria such as
technical, Quality, contractual terms, conditions of supply and the
professional and technical competence of the suppliers. Transnet may wish
to request rough costing estimates during this first stage. However, price
would typically not be requested at this stage.

(iii) The RFI must clearly Indicate Transnet's intention during the second stage of
the process: i.e. whether:

I" Mam F-o t Mechanisms Page 100of Ul
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• 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.

(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.

(iii) The bids are evaluated and awarded in the normal manner.
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Figure [24] - Two stage bidding process

14.7 FRAMEWORK AGREEMENTS

14.7.1 What is a framework agreement?

The market may be approached using any one of Transnet's procurement mechanisms
with the object of condudfng framework agreements with one or more bidders for
Goods, Services or Works required on an "as and when required" basis. The purpose
of a framework agreement is to establish the terms governing contracts to be awarded
during a given period, in particular with regard to price and, where appropriate, the
quantity envisaged. This is one of the main distinguishing factors between an
approved list and a framework agreement. The framework agreement establishes a
contractual relationship upfront whereas there is no contractual relationship betv/een
Transnet and a supplier on the approved list until such time as the list must be utilised.

14.7.2 How to enter into framework agreements
Framework agreements, subject to prior approval from the Acquisition Council, may be
entered into:

a) Inviting tender offers to enter into a suitable contract for the term, using
stringent eligibility and evaluation criteria to ensure that contracts are entered
into with only those contractors who have the capability and capacity to
provide the required services; and

b) entering into a limited number of contracts based on the projected demand
and geographic locab'on for such services.

The cumulative value of all the framework agreements to be entered into will inform
the delegation of authority approvals required. Approval of amendments to such
framework agreements will however be dealt with per Individual contract

14.7.3 How to utilise framework agreements
Where a particular scope of work falls within an existing framework agreement, It must
be drawn-off from that framework. A rotational system shall be utilised in order to
balance spend aaoss suppliers on that framework and ensure an equitable opportunity
for all. Where a rotational system is not utilised then all suppliers on a particular
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framework are to be approached to tender/price on all requirements/task orders
issued againsi. Uiat framework.

14.7.4 Guidelines For Concluding Framework Agreements

a) The scope of work of a framework agreement needs to identify the extent and
location of the work covered by the contract. Instructing suppliers to perform
work outside of the scope of work of a framework agreement is not permitted.

b) The contract period for Framework Agreements should not exceed 3 years. Any
work commenced before the end of the term of a framework contract may
continue until the end date provided in the batch / task / package order.

c) Prior to issuing a bid, the number of suppliers/consultants/contractors required
per panel must be ascertained and stated in the bid documents. Where possible
the numbers should be broken down into sub-categories (see below). It is
recommended that a maximum number of 5 suppliers be selected,

d) Frameworks must be separated into more categories/panels to allow smaller
suppliers to compete e.g. Framework Agreements for Civil Engineering Services
may consist of the following Panels (Consultants/Built Environment Professionals):

• Panel A - Targeting Large Enterprises

• Panel B - Targeting Qualifying Small Enterprises

• Panel C - Targeting Exempted Micro Enterprises

Note: Turnover values must be in accordance with B-BBEE values or the Built
Environment Professionals for all construction related projects. Quality and
eligibility criteria for Panel B and C needs to specifically accommodate QSEs and
EMEs to allow these suppliers to effectively compete for these tenders.

14.7.5 Selection after award of framework contract where the rates are
the same with all suppliers

In order to ensure fairness and an equal share of the spend, where possible a
rotational system must be used. The next task order must be awarded to the supplier
with the lowest spend.

14.7.6 Selection after award of framework contract where the rates varies
among the suppliers/contractors/consultants

When the need to draw-off the framework contract arises an RFQ must be issued to all
suppliers on the list. Where quality or any other criteria has already been agreed upon
on the main framework only pricing and possibly B-BBEE status needs to be obtained.
Where quality checks and other contract related information has not been ascertained
then a full RFQ with tender data etc. must be issued as per the DOA framework.

14.8 ADDITIONAL MECHANISMS FOR CONSTRUCTION PROCUREMENT

cifo
For construction procurement the following additional negotiation methods are utilised. Minutes of such
negotiations and the reasons for pursuing such procedures shall be kept for record and audit purposes.

14.8.1 Negotiated Procedure for Construction Procurement
This procedure is utilised when a bid offer is solicited from a single bidder only. This applies to
those transactions betow and above R2 million In value. Please see paragraph 15.1 of the PPM
on Confinements in this regard.
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O

14.8.ii Competitive Negotiation Procedure
This procurement procedure reduces the number of bidders competing for the contract through
a series of negotiations until the remaining bidders are invited to submit final offers, Bidders
shall be informed of the competitive negotiation process and notified of the evaluation criteria
and associated weightings in the RFX. The evaluation criteria associated with each successive
round of negotiations shall not be varied.

This procedure should only be used where :
a) There are a number of options or ways of satisfying procurement needs
b) The technical character of the works warrants the use of competitive negotiations
c) The purpose is stated in the bid document
d) It is not feasible to formulate detailed specifications
e) If the contract is research, experiment, study or development related
0 All bids received in a competitive selection procedure are non-responsive and the calling for

fresh bids is likely to result in a similar outcome (only allowed if the bid document specifically
provides for this)

g) Interactions with bidders are essential to refine aspects of the proposed approach to the
scope of work in order to arrive 3t a best value outcome or most advantageous offer.

This method shall be applied as follows:
a) Negotiations take piace through one or more rounds of competitive negotiations conducted

with responsive and qualified bidders.
b) At each round of competitive negotiations, responsive and qualified bidders are evaluated on

the chosen bid evaluation method
c) Bidders are eliminated based on their rankings or bid evaluation scores until remaining

bidders are Invited to submit final offers.
d) Negotiations are based on equal treatment and confidentiality.
e) Negotiations must not restrict or distort competition or have a discriminatory effect

Dialogue with bidders close when a solution or solutions capable of meeting the
organisation's needs are identified. Bidders are informed and invited to submit "best and
final offers". Only the weighting attached to each category or subcategory of evaluation
criteria can be changed for each round of competitive negotiations. The evaluation criteria
cannot be varied.

O
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Confineinehts are to be used under the following circumstances:

« for transactions over the value of R2 million

• Usually when Goods/Services are required on a once-sff basis

• whan the nature of (tie Goods/Servtees faU within 6ne oT the grounds
Confraemsnt

In the context of construction procurement, a "Confinement" to one Bidder is referred to as
a negotiation procedure.

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
dfsadvantaged 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, pa tented/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
result In wasted money and/or time for Transnet. When this particular ground
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Is intended to be used as a ground for Confinement, it is Important, to note
that all pfc-fcijuisiLc;i must be 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 o f 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 close at the relevant AC (relevant AC to be indicated in the

submission for approval);
• the business will be awarded by the person with the delegation to the

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
Transnet Board have the authority to authorise a Confinement.

b) The relevant monetary thresholds for authorising confinements in terms of the
DoA Framework effective 1 June 2013 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.

c) In instances where a confinement is confidential the GCE may approve such
confinement without the confinement request being routed via any other
authority.

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.

'ieeaal Cases Pa^d 106 of 22 L
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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.

1181

A. Matter to be
subrr.uied to the

GCE, BADC or Eon: d
for npprov.'

di pending on vt lut

Figure [25] - The Confinement process

15.1.6 Confinement divided between more than one Bidder

Should it be decided to divide the total requirement of a Connnement 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. trie 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.

d) Please refer to paragraph 22.5.7 for the general principles relating to contract
amendments.
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The emergency procurement procedure is to be used under the fallowing
tiroirnstances:

• Where the circumstances gMng rise to the emergency were unforeseeable;

• Where engaging in normal bidding procedures of any other methods of
procurement would be ImpractieaJ; and

•» Where the occurrence requires Immediate

The concept of retrospective authority applies only In the context of emergencies.
Where an emergency process is followed corredfy, 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 tndividual(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
telephonically followed by email.

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 the
emergency procedure). Please see attached Appendix D for the Matrix for
Approval of Emergency Procedures.

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

0058-0374-0001-0118

TRANSNET-REF-BUNDLE-03070



1183

the requestor in the form of an email, SMS or even verbally. If Dy SMS or
verbally, this must be confirmed in writing or by e-mail afterwards.

c) Procurement will invite a Bid(s) from a supplier(s) best able to deal with the
emergency immediately. Alternatively, if the emergency occurs after office
hours or it is not possible to contact procurement, the end user, after having
received the required approval as per sub-paragraph (a) above, may invite the
Bid/s directly from suppliers and/or issue instructions to commence the work.

d) Retrospective authority must be obtained as soon as possible thereafter.

15.2.3 Retrospective authori ty for the emergency procedure

a) Thereafter the AC or higher In terms of the Procurement Process Approval
Delegations must be approached for retrospective authority for the emergency
provided the transaction is within the AC's threshold. The AC must consider the
motivation and provide retrospective authority if the emergency is validated.
The AC is required to be vigilant with regard to exercising this power as the
emergency procurement procedure must be adequately justified. The AC must
furthermore consider any amendments to emergency transactions with
circumspection.

b) Retrospective authority must be sought using the standard template.

c) The concept of retrospective authority applies only in the context of
emergencies and does not apply to the condonation process.

d) 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. However, if the use of the
emergency procedure was not justified, it will equate to non compliance with
procurement processes and condonation would have to be sought.

15.3 HIGH VALUE TENDER PROCESS (HVTP)

the High Value Tender Process (HVTP) subjects all transactions falling wl&iln the
High Value Tender threshold to independent scrutiny and validation of all
commercial, contractual, process and governance aspects of the 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 falling within the High Value Tender
threshold. The HVTP offers an opportunity for peer review, guidance, advice
and the sharing of good practice and experience. The HVTP subjects all high
value bids to independent scrutiny and validation of all commercial,
contractual, process and governance aspects of the bid process.

b) The process enables Supply Chain to detect any shortcomings at key gateways
and to make appropriate corrections. This further reduces Transnet's risk on
larger 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:
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Figure [26] -

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 all
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.

• During each gateway review the HVT team will raise questions and/or
concerns. The teams may not continue with the process until all the HVT
team's concerns have been addressed.

• The HVT team must report significant process breaches to Transnet
management. Firstiy at Entity level, and if still not satisfied with the
outcome / corrective action, such matters must be reported to the OD CPO
before being escalated to the Group iSCM.

o The HVT team must document lessons leamt 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.
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15.4 UNSOLICITED BIDS

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 is not obliged to consider Unsolicited Bids received outside its normal
bidding process.

These rules do not applyto Bidders who mere!/ seek to be. registered on Tnsnsnefs
Potential Vendor Portal CTPVP) In order to be considered as potential suppliers for
future business, When Goods of Services are to be acquired from such Bidders, the
hornisl 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) I t 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 bids1

Transnet may only consider an Unsolicited Bid if the following requirements are met:

a) the product or service offered is a demonstrably or proven unique and innovative
concept;

b) a need for the service or product has been established;

c) the product or service will be exceptionally beneficial to Transnet or have
exceptional cost advantages for Transnet;

d) the Bidder is the sole supplier of the service or product; and

e) the reasons for not using one of the normal bidding processes have to be found to
be sound by the person with the necessary delegation of authority,

15.4.4 Unacceptable unsolicited bids

Transnet must reject an Unsolicited Bid if the Bid:

1 This section is largely based on the Munidpai Finance Management Act Regulations and National
Treasury's Practice Note 11 of 2008/2009 on Unsolicited Proposals
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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

The following information must be contained in the recommendation:

a) A detailed description of the goods or services;

b) A detailed description of benefits Transnet is to derive from the envisaged
acquisition;

c) The costs associated with the acquisition of the service or product;

d) The validity period of the Unsolicited Bid;

e) Proof of certification that the Bid was submitted by the person who holds the
intellectual property rights in the goods or service; and

f) Certification by the evaluation team that there are no other suppliers who can
provide the goods or services.

15.5 CONTRACT CONSOLIDATION

Contract consolidation may represent optimal value for Transnet in the following
alreumsta rices;

• where more than onp Entity have existing contracts for the same Goods / Service
with the same or different suppliers wfth significant price variations and differing
contract terms; or ^
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wiicre one er more Trsnsnet Entity become aware that another Entity has already
rortduded a contract for the Goods /Services required by ft and wish to utilise the
etfstfng contract ('piggybacking').

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 dearly 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:

R10 per bottle

R8 oer bottle

R6 perbg l

ABC (Pty) Ltd

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;

R10 per bottle
ABC (Pty) Ltd

TNPA

R8 per bottle

R6 per bottle

Supply of bottled water

Fountain Fresh
(Pty) Ltd

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:

T — T lit
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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;

d) Other key contractual differences (e.g. specifications, delivery, payments,
volume discounts etc.);

e) Whether the contracts allow for cancellation 'without cause';

0 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.
Paying high penalties due to the cancellation of existing contracts should be avoided
as far as possible.

Where it is clear 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 gnd/or region contributing the largest volume;

c) Whether one supplier can meet all Transnet's requirements;
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d) The perception regarding potential market challenges (type of commodity and
suppliers);

o

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.

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 ACJ, 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.

Cnaptet IS Special Cases Page 115 of 221
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d) Once the relevant Fnh'ty ha? approved the inaease, tne 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.

f) Where consolidation would result fn 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

15.6.1 Although income generating contracts are in principle excluded from this
Procurement Procedure Manual, all associated expenditure contracts necessary to
fulfil such contracts (i.e. procurement contracts to acquire the necessary Goods or

M Services), falls within the ambit of the PPM.

x -x 15.6.2 For example, TFR negotiates an income generating contract to transport fuel from
V . / 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 (e.g. TRE
responding to a bid invitation issued by PRASA for the supply of suburban
coaches). In such instances Transnet would need to prepare its bid for the income
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 altow 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 ACs 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 dearly 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
Entity be selected as the Successful Bidder, as this could lead to delays in the
execution of such external income generating contract.

15.6.7 On completion of the project, the AC should be informed of the outcome in detail,
e.g. how the selected subcontractors/JV Partners performed, whether the project
was completed on time, what income was derived from the income generating
contract after all outsourced parts have been accounted for, etc.
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CHAPTER 16 : BID PREPARATION

Construction procurement documents for engineering and construction works contract,
supply contracts that involve the purchase of construction materials and equipment,
services relating to any aspect of construction including professional services, disposals
of surplus materials and equipment and disposals in the form of demolitions shall be
formatted and compiled in accordance with the CIDB Standard for Uniformity in
Construction Procurement. These requirements are addressed in the standard
construction procurement templates and NEC3 templates available on the Transnet
Intranet and these must be utilised For all construction procurement.

16.1 COMPILING BIDS - GENERAL

Bid documents define the rights, risks and obligations of the parties involved in the bidding
process and subsequent contract. Documents must therefore dearly and 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 Bid 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 dear that, where 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. These criteria must be minimum
requirements in terms of technical, SD or financial stability.

c) Thresholds

(i) Indicate that there are thresholds that have to be met before a Bidder can
be considered for further evaluation in the following order: Local
Content/Production threshold if applicable, SD threshold and Functionality
(Quality) threshold.

A This is the default position but will not necessarily be applicable in all Instances, e.g. tow value transactions or
approved list purchases where the quality of the product has already been pre-approved.
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(ii) State what these thresholds %*et as well ai the minimum score that has to
oe met to pass the threshold.

(iii) Ideally, the thresholds set must be based on Transnefs minimum
requirements i.e. the minimum Transnet requires in order to satisfy its
needs/objectives. It, however, sometimes transpires that despite this
exercise, ali the responses received do not meet the set threshqld/s. The
HJrP may also state that if no Bidders pass the SD and/or Functionality
threshold Transnet reserves the right to lower the threshold by a certain
pre-determined percentage. The decision to utilise such a disclaimer must
be carefully considered. The disclaimer must be clearly specified in the RFP,
provided it is in Transnefs best interests to do so and there is concurrence
between the end user and Procurement. In addition, with regard to the SD
threshold, concurrence is also required from the SD Department. The use
of this disclaimer is designed to mitigate the risk of a bid requiring
cancellation even though there was an adequate response from the market.

(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

V^ DTI is not allowed and bidders who fail to meet the laid down minimum
thresholds for LC, will be disqualified.

(v) Functionality threshold:

Transnet must indicate in the invitation to submit a bid if that bid will be
evaluated on functionality. The evaluation criteria for measuring
functionality must be objective. When evaluating bids on functionality, the
following must be dearly specified in the invitation to submit a bid:

• evaluation criteria for measuring functionality;

• weight of each criterion;

• applicable values that will be utilised when scoring each criterion; and

• minimum qualifying score/threshold for functionality.

No bid must be regarded as an acceptable bid if it fails to achieve the
minimum qualifying score for functionality as indicated in the tender
invitation.

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. Where it is necessary to specify a particular brand or product, the
RFX document must request the particular brand/product "or similar".

(vi) Supplier development threshold:
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/ sustain ability

• Skills development

• Job creation/ preservation

• Small business promotion

• Rural development/upliftment and regional integration

16.2.2 STAGE 2

(vii) Price

16 Bu Preparation Page 1L? Of
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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

• Lead times

It 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.

(viii) Preference (B-BBEE)

The applicable preference point system must be stated in the bid
document. In terms of the preference point system, proposals will be
evaluated on price which will be allocated 80 or 90 points and preference
which will be allocated 20 or 10 points, dependent on the value of the
Goods. The 80/20 preference point system applies where the acquisition of
the Goods, Services or Works will be less than Rl 000 000.00 (all applicable
taxes included). The 90/10 preference point system applies where the
acquisition of the Goods will exceed Rl 000 000.00 (all applicable taxes
included).

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 must be afforded 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 should be
allowed, if possible.

b) More complex bids (such as construction works which Involve quantity
surveying, national bids, etc): a minimum of 3 weeks should be allowed.

tei Pi Be- pF-ip.Var.on Page 120 of Hi
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o

c) When international responses are anticipated, more than 3 vveekj> should
be allocated Lu ensure a sufficient response.

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 each bid. Unless circumstances
require a longer or shorter period, bid documents must state that the Bids must hold good
for at feast 90 days from the closing date.

It is important to note that for the purposes of adjudication, bids are required to remain valid
only until the matter is considered by the AC provided that the AC approves the process.
Should the AC not approve the matter, the validity period must be timeously extended.

16.5 ESSENTIAL REQUIREMENTS I N 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

a)

b)

c)

d)

e)

0
9)

When preparing the bid documentation based on the standard RFP template, the
following must be considered:

Name and address of the Transnet Entity/ies procuring the goods/services.

Manner and place for the submission of proposals.

Deadline for submission of proposals.

Validity period of submitted Bids.

Bid reference number (see paragraph 17.1.1).

Instructions for preparing Bids.

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 t o
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) Standard terms and conditions of contract and the General Bid Conditions.

I) Transnet's Integrity Pact.

m) Requirements of the CIDB in the case of a bid relating to construction,
upgrading or refurbishment of buildings and infrastructure.

n) Any criteria required by other applicable legislation.

o) 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.

' 1c 6K; Preparation 121 of 221
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p) An indication of whether nr 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.

q) 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.

r) Whether the process may involve post tender negotiations.

s) Anticipated date(s) for starting delivery and/or completion of delivery of the
Goods/Services.

t) Conditions regarding shipping, if applicable.

u) Currency and the manner in which the proposal price is to be formulated or
expressed.

f v) A notice to Bidders that Bids must be submitted by the Bidder in a sealed
i envelope. The envelope must indicate the bidder's name, a contact person and

O 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.

w) Terms of payment.
x) 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.

y) 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.

z) Bid documentation must state that Transnet shall not be obliged to accept the
lowest, any bid or an alternative bid.

aa) Bid documentation must stipulate that disputes regarding the bidding process
must be settled by the Procurement Ombudsman.

bb) A space on each page where the Bidder must append his signature plus name of
company and company stamp.

cc) A certificate of acquaintance with the RFP documents, as well as a certificate of
attendance for a compulsory site inspection/tender briefing session (if
applicable).

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:
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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;

0

g)

award a contract In connection with the RFP at any time after the RFP's dosing
date;

award only a portion of the proposed goods/services which are reflected in the
scope of the RFP,

h) split the award of the contract between more than one supplier; or

I) make no award of a contract.

Bidders who submit Bids subject to certain qualifications which are in conflict with
certain bid conditions must be advised to withdraw such qualification, failing which
the Bid may be disqualified.

16,5.4 Transnet's standard terms and conditions of contract

When issuing any RFP, Transnefs standard terms and conditions must be used.
Please note that a standard contract template has been prepared for Market Demand
Strategy related projects. This template is available on the Transnet Intranet. 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.

16.5.5 NEC3 conditions of contract and CIDB Standard for Uniformity

When issuing any RFP for construction procurement, the NEC3 conditions of contract must be
used. Please note that a standard contract template/standard construction procurement
templates has been prepared for Construction related projects. For any additional terms and
conditions, Group Legal must be approached via the OD/SU Legal Department.

Should the need arise for additional clauses in terms of the NEC3 Z clauses, these must be
carefully drafted and approved by the Group/OD Legal Department

16.6 SIGN-OFF OF BID DOCUMENTATION AND GO-TO-MARKET STRATEGY

Once the bid documentation has been compiled, the bid document together with the
media advert 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.
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CHAPTER 17 ; BID ADMINISTRATION
(issue, receipt, opening of bids and communication)

This Chapter applies to both general procurement and construction procurement

Amendments and aHnmunkatJon^trr dosctg date

Figure [27} — Four phases of bid administration J

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,
e.g. the AC Secretary. The RFX number must dearly indicate the following:

• whether it was an Open Bid or a quotation; e.g. RFX No, Quotation No, or
Approved List No.;

• the entity which Issued the bid;

• In the case of a CIDB bid, allocated a prefix to the bid number to indicate that it is
a CIDB-bid;

• a specific digit/character can be allocated to indicate whether a bid will dose at
the AC or at Regional/depot level e.g. BID NO: TPT/CT/n/01/138/CIDB; and
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• a short description of the requirement1 must be added after the unique number,
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 oFTransnetSOC Ltd

All documentation relating to bids shall be issued in the name of Transnet SOC Ltd
and shall be published (advertised) in the Republic of South Africa .(nationally and/or
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 that every legal document must reflect the registered company name i.e.
the legal persona of the company which will be contracted with.

17.1.3 Important Information to be included in notices and Advertisements

The format of the Advertisement is prescribed by Group Communications guidelines.
This format has been adapted for Supply Chain purposes and must be used for all

» . Advertisements. The advertisement template can be obtained on the 1SCM Intranet
Portal.

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)

• the dosing date for collection of bid documents (in this regard adequate time
must be given to bidders to collect the 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 Transnefs fraud line.

17.1.4 Issuing of open bids

Where appropriate open bids, particularly for transversals and national bids) must
be made available at every OD site across the country. A central electronic Issue
Register must be maintained on a Shared Portal as per paragraph 17.1.7.

17.1.5 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.

C
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Should the Manager decide to rhargr for the bid docuiiicni., the following Did
document fees structure must be used to determine a fee for bid documents:

TABLE 18
Value Of bid

<R5 million

R5m!llion to <R20 million

R20mlllion to <R50 million

R50mlllion to <R100 million

>R100 million

Bid fee (guideline)

no charge

R200

R500

R750

R1000 or higher (discretion of CPO) but
not exceeding R5 000.

o

b) Consideration should also be given to issuing RFPs in digital format on CDs at no
charge. Should it be decided that a bid fee be charged for the CD, this fee must
not exceed R100.

c) Where a document fee is to be charged, the advert must clearly 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
should be exercised and documentary proof of documents sold and receipts
issued should be kept on the appropriate files.

d) Should cash payment be one of the chosen payment methods, bid documents
must cleariy stipulate that payments be made to the finance office (or another
office independent from the office that issued the bid).

e) The finance office must ensure that the RFX number is dearly 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 closing date.

f) In the event of the bid being cancelled the fee must be refunded. Please refer to
paragraphs 20.6.7 and 20.6.8 in this regard.

17.1,6 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. the Transnet internet site, 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) In order to facilitate accessability to Transnet tenders, the following guidelines
should be followed regarding advertising:

• Transversal bids should be advertised in national media as well as regional
media where it is intended that the business will be split regionally;

• National bids should be advertised in all national media as well as all major
regional media where it is intended that the business will be split regionally;

• Regional bids should be advertised regionally only,

*1" I? &J ACl Pagtf
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c) Copies of the notice and prescribed foin? s^al! be furnished to the AC
secretarial if the bia is expected to fall within the jurisdiction of such an AC. This
would be the case if the bid is expected to be over the 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.

d) Any subsequent amendments to notices inviting Bids (e.g. extension of the
dosing date) shall be communicated in the same media as the initial bid. The AC
Secretariat must be notified timeously of such amendments. The office
responsible for placing the adverts shall retain copies of atl adverts as placed by
the relevant media, for audit purposes.

d) Advertisements for bidders to submit offers in respect of engineering and
construction works contracts, shall be placed on the CIDB website using the i-
Tender@tidb service at least 10 working days before the closing date for
submissions and at least 5 working days before any compulsory site meeting.

17.1.7 RFX Issue Register

The following important information pertaining to aJl 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

• dosing 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 darification
or amendment, and all Bidders need to be informed.

17.1.8 Queries from bidders / amendments before the closing date

Employees/persons listed in bid notices as contact persons must be available to
answer requests for darification from the prospective Bidders. This is because a
Bidder may only communicate with the person listed on the bid document on any
matter regarding his Bid prior to the dosing date of the bid. Ideally, this person
should be the tender administrator.

Without identifying which bidder sought the darification, the darification provided
must be communicated simultaneously In writing to all Bidders who obtained bid
documents. The response to such a request must be effected within a reasonable
time prior to the deadline of the bid to enable the Bidders to make timely
submissions of their Bids, considering the darification. If necessary, the deadline
should be extended.

ckfc
Bidders may seek clarification in writing at least 5 working days before the closing time
stated in the bid and all bidders who purchased bid documents must be notified
accordingly.
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respondents, prices paid on previous contracts, number of bid documents Issued to
date, etc.

17.1.9 Amendments before the closing date

a) Transnet is entitled to amend any bid condition, validity period, specification o r '
plan; or extend the closing date before the dosing 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 clearly 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 closing date refer to paragraph 17.4.1.

c) 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.

A bid may not be re-Issued covering substantially the same scope of work within a period
of six months unless only one bid was received and such tender was returned unopened
The CIDB must be informed via the i-Tender system of any non-awards or cancellation of
tenders after approval from the respective delegation of authority has been obtained.

Addendas may be issued to each bidder during the period from the date that the bid
documents were made available until 3 days before the bid closing time.

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. It Is recommended that questions be submitted in writing by
Bidders and that Transnet respond in writing to all bidders within 48 hours of
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the briefing session. The minutes must be forwarded to all Bidders who
attended thp meeting so as to trisuie that the same information is provided to
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 should be allowed to attend. However, no
information should be repeated for the benefit of latecomers. They must be
advised that the information should 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 (e.g. website);

• issue bid documents;

• enable payment for bid documents where applicable; and/or

• receipt of Bids.

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;

0 The ETB should be able to send an automated acknowledgment confirming date
and time of delivery;
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g) There should be a backup system in case of server failure;

n) Tne 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 FTB should be able to send a message to the sender to inform him/her that
the Bid was received late and will not be considered;

j ) The ETB should be able to handle unlimited numbers of last minute Bids. It
should be impossible to overload;

k) ETBs need to be able to cater for different bids dosing on different dates;

I) It will be allowed to receive scanned original documents e.g. Tax and BBBEF.
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 dearly indicate what must be stated on the outside of the
sealed envelope containing the Bid. Refer to paragraph 16.5.lv) in Chapter 16 on Bid
Preparation.

17.2.1 Bids are to be kept in a controlled environment

a) All bids falling within the jurisdiction of the AC must clearly indicate the physical
(and courier address, if not the same), and/or ETB address (if electronic Bids
will be allowed) of the AC where the Bids will be received.

b) Where the Bid price is reasonably expected to fall within the jurisdiction of a
Manager, (i.e. below the jurisdiction of the AC), the bid document must dearly
indicate to whom the Bids are to be addressed, the dosing venue, date and
time.

c) If upon receipt it is found that such Bids do fall within the AC'S jurisdiction, they
are to be dealt with in 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) As a general rule, such bids should not be cancelled and re-issued. Furthermore,
condonation is not required. However, when the matter serves at the AC, the AC
will consider whether the price was reasonably anticipated to fall below the AC
Jurisdiction. If it is apparent that this was not the case, the AC may recommend
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that the matter be non awarded. This rule must be applied taking Into account
th? rules relaUng to cancellation or bids as indicated in paragraphs 20.6.7 and
20.6.8.

e) Bids that were anticipated to fall within the AC threshold, and which therefore
closed at the AC; but were subsequently found to fall below the AC threshold,
must be dealt with by the relevant Manager. The matter must be reported to the
AC for information.

f) Where some Bids fall below the AC jurisdiction and some are within the AC
jurisdiction, the lowest priced responsive bid will determine where the matter
must be dealt with.

g) The tender box must be fitted with two locks, and the keys 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 without 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 closing 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 or 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.
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e) On the dosing date and time, the Bids must be opened and stamped. A register
or the q'jotci icquestcu and received must also be kept. No additional quotes
are to be requested or considered after the closing date and time.

17.2.4 Late Bids

a) Transnet will not accept any fate Bids. A Bid Is late if it is not placed in the
relevant Tender Box, ETB 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 not 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 in cases where:-

• 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;

• 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 could have been
manipulated to favour the one and only late Bidder.

• I t was an RFI process and 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 planning
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.

0 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.
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Phase 3
Opening of bids

17.3 PHASE 3: OPENING OF BIDS

17.3.1 Time and manner of opening of bids

a) Bids shall be opened promptly after the deadline for the receipt of Bids, or as
soon as possible thereafter.

b) Bids shall be opened by a duly authorised senior employee in the presence of at
least one other employee. The persons must declare their interest. In the event
of a conflict of interest they must recuse themselves from the opening of the
Bids. In addition, the persons opening the Bid documents must not be involved
In the issuing, evaluation or adjudication of that bid as they are perceived to
have an Indirect interest in the bid.

c) There should be a check to verify that Bidders had paid bid fees, where
applicable. If bid fees had not been paid, the Bid must be endorsed accordingly,
and an explanation obtained from the Bidder by the AC Secretary. If no
reasonable explanation can be provided by the Bidder, the Bid must be
disqualified. A record of this decision must be kept by the Secretary.

17.3,2 Stamping of Bids

a) An employee shall date stamp/punch 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 crucial 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
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that invited the Bids. The name, contact details and signature of the person
collecting the Bid documents must De 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 closing date
Phase 4

17.4 PHASE 4: AMENDMENTS AND COMMUNICATION AFTER CLOSING DATE

17,4.1 Amendments after the dosing date

Transnet is entitled to amend any bid condition, validity period, specification or plan
after the closing date of a bid. However, alt 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 disdosed 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 Chairperson (or his/her delegate) 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. Should there be a need
for a further extension to the validity period, this must be approved by the
appropriate AC as a whole. The AC must be provided with all the information relating
to the previous extension induding the reasons therefore as well as the reasons for
the second extension. With regard to matters that fall befow the AC threshold, a
manager with the delegation of authority will consider and approve any request for
extension of the validity period. Authority to communicate the extension of a validity
period must be obtained from the AC Chairperson or the Manager with the delegation
of authority for matters below the AC threshold.

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.

0058-0374-0001-0144

TRANSNET-REF-BUNDLE-03096



FOR INTERNAL USE ONLY PROCUREMENT PROCEDURE5 MANUAL

Requests for the extension of validity period must be submitted at least 10 Working
days before the expiry or' Li ie validity period.

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.

It is important to note that for the purposes of adjudication, bids are required to
remain valid only until the matter is considered by the AC provided that the AC
approves the process. Should the AC not approve the matter, the validity period must
be timeously extended.

^ 17.4.3 Communication after the closing date

V
V. -' 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
be reported to the Chairperson of the AC. The Bidder that is associated with an
unauthorised communication may be disqualified from the process.

c) It is accepted that in certain cases Bidders might have 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 daims of an unfair
bidding process.

1209

o
d) The chairperson, the secretary of the AC, or the Manager with the delegated

power for matters below the AC'S threshold, may subject to the provisions of
paragraphs 17A3e), f) and g) below, authorise an employee in writing
(including by fax or email) to communicate with a Bidder after the dosing 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
spedfi cations;

(iv.) Determining whether there will be any change in price if only a portion of
the work is awarded to a Bidder;

er 17- tiic ^clrnnisirafor^ Page U5 of 211
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(v) Requesting an explanation for an unreasonable price increase uhen i i is
Luiupdreo witn a previous price and the interim movement of a relevant
price index;

(vi) Clarifying delivery times, quantities, etc;

(vii) Amending any bid condition, specification, etc. after the closing date;

(viii) Clarifying any other commercial aspect;

(ix) Carrying out site inspections of the bidder's premises;

(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; and

(xi) Requesting returnable documents erroneously omitted from the original
B i d '

e) During communication after the dosing 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 abovementioned 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.

0 Where the bid is managed by a Specialist Unit with a specific strategic focus on
behalf of the user OD, the Specialist Unit shall coordinate all communication of a
technical, financial or commercial 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.
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CHAPTER 18 : EVALUATION AND RECOMMENDATION

This Chapter applies to both general procurement and construction procurement. Please

refer to paragraph 18.6 for the rules relating to construction procurement.

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 foliowing are the key steps to be followed during the evaluation of Bids.

Test for administrative responsiveness

Procurement conducts test for administrative responsiveness
Highlights non-responsive bids for consideration and ratification by evaluation
committee

Preparation for evaluation
Constitute a crass functional evaluation committee (CFET)
Sign Declaration of interest / Confidentiality agreements
Set ground rules for evaluation committee

Test for substantive responsiveness
Evaluation committee confirms results of initial administrative test for responsiveness
conducted by procurement and conducts test for substantive responsrveness

Evaluation of the bid against predetermined criteria
Study bid responses against the criteria listed upfront 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 3 comparative basis

c » e o A 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

Step 5

Step 6

Final evaluation
Eliminate bidders who did not make all the relevant thresholds
Populate the relevant automated scorecard based on the evaluation methodology
Determine final ranking of bidders

Recommendation
Prepare TEAR report containing recommendation to the AC or person with delegated
authority
Record proper minutes of all the proceedings .1**.

Figure [28] - 6 Steps for Bid evaluation
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Test for administrative responsiveness
Procurement conducts test for administrative responsiveness
Highlights nan-responsive bids for consideration and ratification by evaluation
committee

18.1 TEST FOR ADMINISTRATIVE RESPONSIVENESS

18.1.1 Test for responsiveness based on returnable documents submitted and signatures
on the Bid documents:

a) Check the Bid document to see whether all returnable documents called for in
the bid documents and which are required for evaluation purposes and/or
incorporation into the contract have been received.

b) The RFP must dearly identify those material returnable documents which must
be submitted upfront with the bid submission. Such documents would include
those critical documents that will be utilised to evaluate bidders e.g. the the
Bidders' pricing schedule and technical submission. Although the B-BBEE
certificate is used to evaluate bids, it will not be requested as a mandatory
returnable document as in terms of the PPPFA disqualification is not allowed
for failure to submit a B-BBEE certificate. Bidders will simply score zero for
preference should they fail to submit their B-BBEE certificates by the dosing
date and time of the bid. If any such mandatory returnable documents are not
provided upfront, the bid must be regarded as non-responsive e.g. the pricing
schedule, etc.

c) Certain other returnable documents, although essential, may not result In
automatic elimination if not provided upfront e.g. a tax dearance certificate. 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 (i.e, additional documents) are those
that may be requested but which are not material or essential to the bid e.g.
a completed B-BBEE Improvement Plan. 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 [29] below).
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ale Document Comparative Schedule (add fields for all returnable

RFX Number *

RstnnaM

Secretary Ccitiftata

IwScat
Y » / No Y « / Ho Yes / No Yes / Ne Dale Yc* / No outrtiwCn Yes / No

document

Indial
Y«s / No Y d / NO Y«S / No Yes / No pate Ye* / No outrtaedta Y« / No

document

Yes/No Y « / N O Yes/NO Ye* / No Dit* Ye* / Na ouWandin Yes / No
document

India t
Yes / N o Yes / No Yes / No Yes / No Date Ye* / No outetandln Yes / NO

document

Indleat
Y d /No Yes / No Y « /No Yes / No Pate Yet / No outrtandln Yes / No

_ ^ ^ ^ __ document

Figure [29] - Schedule to record Bid compliance

Preparation for evaluation
Constitute an cross functi jna! evaluation committee (CFET)
Sign Declaration of interest / Confidentiality agreements
Set ground rules for evaluatton committee

18.2 PREPARATION FOR EVALUATION

18.2.1 Composition of Evaluation Committee / Panel

The composition of the evaluation committee would vary depending on the nature
and/or value 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 departments 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
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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 evaluab'on committee, this must be recorded in
the minutes, and be disclosed to the relevant AC.

c) Highly complex evaluations

A properly appointed multi-disciplinary evaluation team must be utilized, The
evaluab'on 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).

In terms of paragraph 4.3.5 of the CIDB SFU Where quality is evaluated, at
least three persons who are fully conversant with the technical aspects of the
procurement shall undertake such evaluation.
Paragraph F.3.11.1 of the Standard Conditions of Tender (Annex F) indicates
that an evaluation panel of not less than three persons must be appointed.

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 5.6 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 evaluation or adjudication
process. A confidentiality agreement must therefore be signed by all members
at the start of every meeting of the evaluation committee.

18.2.3 Setting the ground rules for evaluation and rules of conduct

At the onset of the initial meeting, the Chairperson of the evaluation committee
must indicate to the members that the following scoring methodology is to be used:

a) Confirm the evaluation methodology that 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 indude a due diligence exercise, 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;
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0 The Chairperson of the evaluation committee identifies any numerical outliers
(if any) and follows c 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; and

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 CFFT.

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.

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.).

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 alt 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.

<_;e H2 of i i i

0058-0374-0001-0152

TRANSNET-REF-BUNDLE-03104



iNTcRM. L.SF ON.'!

1217

Step 3

Test for substantive responsiveness
Evaluation committee confirms results of initial administrative test far responsiveness
conducted by procurement and conducts test for substantive responsiveness

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 AC Secretariat, are being
considered);

18.3.2 Check that all the pages of the respective Bids had been date-stamped by the AC
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 AC 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 AC
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;

18.3.6 Any deviation from the above must be brought to the attention of the AC
Secretariat. A memo explaining such deviation must be compiled by the AC
Secretariat 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 the AC agenda pack. The evaluation committee shall express an
opinion on such deviation in their final report to the AC; and

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;
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(ii) does not meet minimum pre-quaIification criteria;

(Hi) 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 Bids must be rejected and Bidders shall not be allowed to modify
their Bids once they have been rejected as non-responsive. Exdusion of a Bid as
non-responsive must be defensible based upon objective and justifiable grounds.

Evaluation of the bid against pre-determined criteria
Study bid responses against the criteria listed upfront in the RFP
Clarify bid uncertainties (bid clarification) in terms of 17.4.3
Make notes against each criteria to inform the eventual scores
Use the appropriate evaluation method determined at bid preparation phase
Reduce bid offers to a comparative basis

- , . Capture the scores of each bid against all criteria
" 5ubmit completed scare sheets to chairperson of evaluation committee far 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-determlned 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 (see Chapter 13 - Determining

- Evaluation Criteria). If certain Bidders have not met the thresholds for Stage 1,
no further scoring In respect of those Bidders takes place in Stage 2.

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.

a) Local Content Threshold

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/Product)on (LC) will
always be evaluated as a first step, to determine whether such Bid complies with
the stipulated minimum threshold for that particular designated sector. Bidders
that do not meet the stipulated minimum threshold for LC do not progress any
further and are rejected at this stage. 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 Threshold

(i) Evaluating each Bid individually
. ( • •*>•
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Each member of the evaluation committee Is required to study Bid responses
arid tccotd uu^tivduons. (ne evaiuator must first get an overall view of each
Bid. This is done by studying each Bid individually, and then comparing it to
the evaluation criteria.

The prompts that were provided for judgment or qualitative indicators relating
to all SD criteria and any sub-criteria that are linked to a specific score should
be used In assessing the Bids.

The 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 [30] below is an example of the sheet used for such
observations).

O

ttieeil
tf P Number
Name of evs'uat'on committee member

Working storeshee!

(InsertRFPNumbei)

(Insert name of evaluation committee member

CRTTBIA (Supplier Development

Va'ue of investment in plant

teducton in rmpor*v leafage

Potentia' increase in eiport content

BTOWRNO.! I BTOWRM0.2

Sczrc LOHHIHT5 Score COMMENTS

j
I

Number company employees to be Irained

Number of downstream supply chain individuals to be trained

Certified tra'ning

Rand value on training to be spent in the industry

% of planned procurement from QSEs

5.

2

_ MDWFN0.2

Score C0MKHI5

IJsfa raraerti on.thc

S -
s i

Figure [30] - 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 planf for all Bidders before
moving on to the next criterion.

All scores must preferably be out of 10 (i.e. the 1 to 10 scale, although a 1 to
5 scale can also be used if specific objective measuring criteria has been set).

Finally, each member's individual scores in respect of each bidder must be
carried over from Sheet 1 and inserted on score sheet 2 - see below.

i ' 15. CV
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o

Sheet 2 Fin;! me-nb^r sror-xSi-r'.

:Jl' N L uuct (InsertRFPNumber)

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 Q5Es

Total

BIDDER NO. 1

Score

S

4

5

i/i

4

c

i

c

37

BIDDER NO 2

Score

7

6

6
S

S

6

7

6

51

BIDDER NO. 3

Score

5

4
5

A

3

c

i

35

BIDDER NO. 4

Score

7

6

6
8

7

8

7

6

55

Figure [31] - Score-sheet 2

o

(iiij 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 [32]) 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 aL
However, there is an automated score sheet available on the iSCM Transnet
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.

Ur IS' Evalyaticr and Recommendation Page i-Joof 2l\
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V. , 1 . - . . ,

atffiUA [Sif plitr Oevtlopmem)

J3*.E c-fjnvistwr;: in plsrt

Sefcicbn mport If ajaje

PcSnfe incise n expert ccnteil
NuinlKrcarr.pi^.Eaployees Sob* tra ned

Number o( do-A rsteam wpply dii.n rrc-wdjjli to oe fci ned

bftf idlmi j

rardwI-HO tninrgtoMspeiifltne ndwtiy

i of p * t «d p'oa'jT,efi; from QSEs

Tool

Nomhle

4

3

4
4

;

4

3

4

Bidder No 1

\iistim Men&r Scorei

S

4

5
S

4

4

4

5
t

4 4

Mvai

8

S

S

7

I

J i ! J7 30 £3

Avtrap

5

475

5.25
SS

525

«

s

Figure [32] - Score-sheet 3

Sdtfe

£v3lurtonM«mbfr Scores

Nomhlt

6

5

5

6

5

5

Thufani

J
i

5

E

6

C S

61 ! Ntvsn

I J

^ 1

<! »

!H 1
471 U

i f i

425

4.75
55

525

475

45

—T

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 [33] below)

For example, a score of 8 out of 10 for a particular criterion that has a
weighting of 20 will be calculated as follows:

x 20 ~ 16

CMItSU |Suppfier Oevilopfwnt) '

RakKtm nrrrpc^ i iu?;

PotinU - ^ K n d ^ . - ^ t e ^ ;

Sunber compaTif srrp iiyees to be Ira vi

\v*ix> i / dowTstsam sjppl-, cter ird *• dints to be trained

ferried n w i
hfd ftue y wmulo b« ipeit filSe md.it1>

S of pfomwd pnanin i t from K s

Toti

nafan

a
a
u
2C

U
i

10
IS

IV

insert ftt\j*

Na

San :

^

xr

t

. a
52^

SIS

45
S1

«us

d

BtddeiKumbfr

Na2

San
751

6
S
I

sl

45
7i

SUP

7

SU

E
£
f

IE
S
>

7i
CS!

No.]

San j \li$£izt

4| l

t i
S.S| 11

4 i
T.

SJ 5
45i &]

JSi; GJ=

No.4

San

?

i

i
i

i
,

E

(

6

e

Figure [33] - Score-sheet 4

The total weighted score above represents the scoring of each Bidder in
respect of the SD threshold.

Points must be rounded off to the nearest 2 decimal places,

c) Quality / functionality Threshold
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For the purpose of evaluation, Quality is considered to comprise all the criteria set
out in the RFP, except price (or TCO), SD, financial stability and preference (B-
BBEE).

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.

Final evaluation
Eliminate bidders who did not make both the thresholds
Populate the relevant automated storecard, based on the evaluation methodology

18.5 FINAL EVALUATION

The final evaluation will involve the following depending on what was stated in the RFX
document (Refer to paragraph 0).

18.5.1 Stage 1 (Refer paragraph 13.2.2 above)

All Bids which have failed to achieve the minimum qualifying threshold for LC
(where applicable), SD or Quality must be rejected. All Bids which attain or
exceed the minimum qualifying threshold for quality are regarded as 'equally
technically compliant irrespective of the margin by which they exceed the
threshold.

All Bids that have achieved or exceeded the minimum qualification thresholds for
firstly, LC (if applicable), SD and Quality/Functionality proceed to Phase 2. They
must now be evaluated further in terms Preference and Price.

18.5.2 Stage 2 (Refer paragraph 13.2.3 above)

Only the Bidders who had met the predetermined thresholds for firstiy LC (if
applicable) and both SD and Quality progress to this stage.

(v) 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. In addition,
Transnet has an obligation to clarify unreasonably low or high prices with
bidders. If a bidder is unable to justify their price, Transnet may dedare their
bid non-responsive.

Next, select and utilise the automated scorecard based on the applicable
preference point system i.e. 80/20 or 90/10 depending on the value of the
transaction.

In accordance with the PPPFA Regulations, the following formulae have been
built into the automated score sheet to calculate the score for price;

80 / 20 Point System
(for transactions not exceeding R l

million)

90 / 10 Point System
(for transactions In excess of Rl

million)
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Ps = 80 ( l -
Pmin 7

Where: Ps = Points scored for comparative price of tender or offer under
consideration
Pt = Comparative price of bid under consideration
Pmin g Comparative price of lowest acceptable bid

•87

O
O

Points must be rounded off to the nearest 2 decimal places.

It Js Important to note that bidders whose prices are more than double the
lowest price will obtain a negative score for price.

A bidder's score for price must be added to its score for Preference / B-BBEE
scorecard as calculated in terms of paragraph 10.3.7 above.

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 (TCOJ. I f 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,

Evaluation s
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Any modification f-o the bidder's original Bid price due to the process of
reaching comparative pricing must be validated with the Bidder him/herself.

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
• Arithmetical corrections
• Comparative prices
• Projected prices
• TCO adjustments
• Total comparative price

O
(vi) Score for Preference

Preference is scored according to the B-BBEE scorecard in the final evaluation
stage.

C
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. . PROCUREMENT FR0C!EDORE-

EXAHPLE 1 (Automated score sheet)

PURCHASE OF GOODS/SERVICES (Lowest Pries) ( 90/10 lyrfam )

13; P l t a » orcuni t to tcnty all unrfatfod flows cm populated AH (ho storied fiatdavrlD bo populated eutonraCsnOy

HSupplfarDcvalopmarit (SO) or Tachrricalt Functionality is Included as a minimum qualrrylng scora. those bids that fall to
meet tha sot th r t r tdd / j must b f dtsqui lifted. Only thoso bids which men tha respective thresholds will be evaluated further

an ptlcg and prefarsnee.
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Uf.
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4t%
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17%

QUAIfHED
QUAUF1B3
OUAURED
fCtUAURED
OUAtlFlED

Df3OUAUFiaJ
DUfOUAUFtH)
MSOUAUnED

\ Prain /
Whin:

1 Tho scorn lor His bid under consideration
Pt « Comparatfvo Prlc« tor bid under co raid a ration
Pm = The comparativo prfco of Irto lowest prlcod bid pa»ng Bw functionality test (la tochntall/ acceptable)
NOTE Negativo value* will result lr tha formula above whore P> 2x Pm

BASS FOR COMPARATIVE OfT3t

TENDERER A

TFjfClERER 8

TENDERER

R 3 700000
R •1000.000
R 4 990 000
R 5 500 000
R 6 4O0J00
H 7 100 000

6 3700 000
R 3 700 000
R 3 700 000

Level 1
Le-^ell
Level 4TENDERERS

TENOeRER F

Figure [34] - Example of the automated scorecard

From figure [34] above, Bidder 8 becomes the Preferred Bidder as he has attained the highest
score out of 100. The recommendaUon to the AC will therefore be in favour of B.

18.6 TENDER EVALUATION FOR CONSTRUCTION PROCUREMENT

General

The following are steps for the evaluation of Bid offers,
accordance with the parameters stated in the RFX.

Bid offers must be evaluated in
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O

Communications with bidders should as a genera! rule only take place for the purpose of
clarification and not for negotiation, except where the negotiations form an integral part of
the procurement procedure.

Step 1 Determine whether or not bid offers are complete
1) Compare bid submission against the List of Returnable Documents contained in the bid

document and identify schedules and component documents that have not been
returned or are incomplete.

2) Request bidders to furnish incomplete bid documents (only where the competitive
position is not affected), within a reasonabte period of time.

3) Record what is incomplete in each bid submission.

Step 2 Determine whether or not bid offers are responsive
1) Determine, on opening and before detailed evaluation, whether each bid offer properly

received;
• meets the requirements of the Conditions of Tender,
• has been properly and fully completed and signed, and
• is responsive to the other requirements of the bid documents.

2) A responsive bid is one that conforms to all the terms, conditions, and specifications of
the bid documents without material deviation or qualification. A material deviation or
qualification is one which would detrimentally affect the scope, quality, or performance
of the works, services or supply identified in the Scope of Work, change the Employer's
or the bidder's risks and responsibilities under the contract, or affect the competitive
position of other bidders presenting responsive bidders, if it were to be rectified.
Reject a non-responsive bid offer, and not allow it to be subsequently made responsive
by correction or withdrawal of the non-conforming deviation or reservation.
Confirm compliance with all the requirements of the Standard Conditions of Tender,
viz:
• Confirm if eligibility criteria are complied with,

.• Clarification meeting - confirm that bidder attended any compulsory site /
clarification meetings.

• Pricing the tender offer - confirm that bidder has observed pricing instructions.
• Alterations to documents - confirm that alteration, if any, comply with

instructions.
• Alternative bid offers - confirm, where alternative bids have been submitted, that

conditions attached to alternative bid offers have been met.
• Submitting a bid offer -confirm that the bid offer covers the scope of work

contained in the procurement document

3) Declare bid offers non-responsive should the bid:
• fail to comply with the bid requirements;
• fail to provide additional information that is requested by the due date;
• not be fully completed to the extent that the bid can be evaluated;
• contain material deviations or qualifications; or
• not be signed

4) Record reasons for declaring a tender to be non-responsive.

Step 3: Evaluate quality as a threhold

Score each of the criteria and subcriteria for quality in accordance
with the provisions of the Tender Data.
Calculate the total number of evaluation points for quality using
the folfowing formula:

NQ= W2%S0/MS

trr IS and Recom
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where: SOH the scnr? for quality allocated Lu Liie suomission
unaer consideration;
MS is the maximum possible score for quality in respect of a
submission; and
W2 is the maximum possible number of evaluation points
awarded for the quality as stated in the tender data

G

1) Score quality for each of the categories stated in the Tender Data, calculate total score
for quality and record.

2) Eliminate bids that do not score the minimum qualifying score for quality stated in the
Tender Data.

Step 4: Evaluate bid submissions

Step 4.1 Reduce bids to comparative offers
Comparative Offer means the bidder's financial offer after the factors of non-firm prices, all
unconditional discounts and any other tendered parameters that will affect the value of the
financial offer have been taken into consideration.

A discount which is dependent on Transnet adhering to the contractual obligations, e.g. to
pay on time, must be regarded as an unconditional discount.

Arithmetical errors
• Check responsive bids for discrepancies between amounts in words and amounts in

figures. Where there is a discrepancy between the amounts in figures and the amount
in words, the amount in words shall govern.

• Check the highest ranked bid with the highest number of evaluation points after the
evaluation of bids
o the gross misplacement of the decimal point in any unit rate;
o omissions made in completing the pricing schedule or bills of quantities; or
c arithmetic errors In:

• line item totals resulting from the product of a unit rate and a quantity in
bills of quantities or schedules of prices; or

• the summation of the prices.
< Notify the bidder of all errors or omissions that are identified in the bid offer and

invite the bidder to either confirm the bid offer as tendered or accept the corrected
total of prices.

• Where the bidder elects to confirm the bid offer as tendered, correct the errors as
follows:
L If bills of quantities or pricing schedules apply and there is an error in the line

item total resulting from the product of the unit rate and the quantity, the line
item total shall govern and the rate shall be corrected. Where there is an
obviously gross misplacement of the decimal point in the unit rate, the line item
total as quoted shall govern, and the unit rate shall-be corrected.

o Where there is an error in the total of the prices either as a result of other
corrections required by this checking process or in the bidder's addition of prices,
the total of the prices shall govern and the bidder will be asked to revise selected
item prices (and their rates if bills of quantities apply) to achieve the tendered
total of the prices.

1) Review financial offer and correct discrepancies between totals and calculations /
summations in accordance with the provisions of the Tender Data.

2) Identify parameters included in the Returnable Documents that have a bearing on the
financial offer eg life cycle costs, contract period, requirement for price escalation etc
and quantify their impact on the financial offer.

1
J

1227

U Evaluation anj Page 15? or l l \

0058-0374-0001-0163

TRANSNET-REF-BUNDLE-03115



1228

FOR INTERNAL USE ONLY PROCUREMENT PROCEDURES MANUAL

o

o

3) Reduce all bids to a common base t.e to comparative offers.

Do not include preferences at this stage.

Step 4.2 Determine the reasonableness of bid offers

Judge the reasonableness of financial offers and reject all bids with unrealistic financial
offers. I t is Important that the offer receiving the highest number of points for price is
realistically priced. Unrealistic financial offers (i.e., where it is not economically possible to
execute the contract at that price) distort the scoring of price. In cases where a bidder has
tendered a favourable unrealistic financial offer, the evaluator should ascertain as to
whether or not there is a valid reason for the bid price being unrealistic. This may
necessitate that the bidder be interviewed. If there is no valid reason, the bid must be
eliminated from further consideration.

Step 4.3 Review Claim for Preferences

Confirm that bidders are eligible for the preferences claimed in accordance with the
provisions of the tender data and reject all claims for preferences where bidders are not
eligible for such preferences.
Confirm that bidders are eligible for the preferences claimed in the Preference Schedule /
the reasonableness of any tendered contract participation goal.

1 whether or not the enterprise in question satisfies the definition provided for a Targeted
Enterprise.

Step 4.4 Award points for financial offer

Scoring
financial
offers

Score the financial offers of remaining responsive tender offers using
the following formula:

NFO = W l x A
Where:
NFO is the number of tender evaluation points awarded for the
financial offer.
W l is the maximum possible number of tender evaluation points
awarded for the financial offer as stated in the RFX
A is a number calculated using the formula and option as stated in
the RFX

Formula

1

2

Comparison aimed
at achieving
Highest price or
discount

Lowest price or
percentage
commission/fee

Option 1

A = (1 +( £_:
Em)

Pm
A = (1 - ( P_i

£m)
Pm

Option 2

A= P/Pm

A= Pm/P

where:
Pm is the comparative offer of the most favourable tender offer.
P is the comparative offer of tender offer under consideration

Method

Financial offer and preferences

Formula for financial offer
Highest price or discount:
W l x A = (1 +( P - Pm)

Pm

ts* I . ani) ^sca Page i5-tof 221
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c

! nv/est nice or percentage
commission/ fee
W l x A = (1 - (P - PrrQ

Pm
Where
Wl Is equal to 80 or 90
Pm is the comparative offer of the most favourable

tender offer.
P is the comparative offer of tender offer under

consideration.

Score the financial offer of all responsive bids received to two decimal points using the
appropriate formulae.

1) Bids may only be evaluated in accordance with the evaluation criteria stipulated in the
RFX.

2) The involvement of v/omen and black persons in contracts should not be evaluated in
the form of quality criteria in public contracts. This must be addressed in the
preferencing points in accordance with the PPPFA.

3) Any eligibility criteria introduced into the Tender Data should generally be based on
the demonstration of the following, as necessary:
• professional and technical qualifications;
• professional and technical competence;
• financial resources; '" "
• equipment and other physical facilities;
• managerial capacity, reliability, experience; and
• reputation.

4) Quality should only be introduced into the evaluation of bids where it is required to
achieve policy objectives in terms of an organization's procurement policy or it is
justifiable in terms of procurement outcomes. Quality measures must not promote
captive markets and should result in quality that is appropriate to comply with user
requirements as opposed to the best quality available.

5) Bid evaluation criteria need to be disclosed to bidders in a fair, equitable and
transparent procurement system.

Example 1: Financial offer and preference
Bidder A tenders an amount of R 1 000 000 to construct houses for the public sector and
is the lowest financial offer received.
Bidder B tenders an amount ofR 1 050 000,
Bidder Can amount ofR 1100 000,
Bidder D an amount ofR 1 070 000 and
Bidder E an amount of R 1 030 000.

What are the evaluation points for financial offer that these tenderers receive, if the value
for Wl pro vided for in the Tender Data is 90 and method 2 (financial offer and preferences)
is to be used in the evaluation of bids?

Formula 2 is selected because the tenderer with the lowest financial offer is the most
favourable offer.

Bidder A gets 90 points (i.e. the maximum), as this is this most favourable financial offer
received.

• Bidder B obtains
90x(l - (P - Pm)) = 9Qx (Hi 050 OQO - 1 000 000) = 90x (1-0.05) = 90 x 0,95 = 85,50
points,

Paje L5
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c Pm 3 000 000
Bidder C obtains 90x(l- (1 100 000 - 1 000 000)/1 000 000)) = 81,00points
Bidder D obtains 90x(l-(l 070 000 -1 000 000)/1 000 000)) ~ 83,70points
Bidder E obtains 90 x (1- (1 030 000 -1 000 000) /1 000 000)) = 87,30 points

Step 4.5: Award points for preferences
Calculate the total number of evaluation points for preferences claimed in accordance with
the provisions of the tender data.

Step 4.6: Total points and rank tenders

C

Method 2:
Financial
offer and
Preferences

b) Calculate the total number of tender evaluation points
accordance with the following formula:
TEV = NFO + NP

In

where: NFO is the number of tender evaluation points awarded for
the financial offer
NP is the number of tender evaluation points awarded for preferences
claimed

c) Rank bids from the highest number of evaluation points to the
"lowest.

r

Step 5 Acceptance of bid offer
1) Accept the bid offer, if in the opinion of the employer, it does not present any

unacceptable commercial risk and only if the bidder:
a) is not under restrictions, or has principals who are under restrictions, preventing

participating in the employer's procurement,
b) can, as necessary and in relation to the proposed contract, demonstrate that he

or she possesses the professional and technical qualifications, professional and
technical competence, financial resources, equipment and other physical
facilities, managerial capability, reliability, experience and reputation, expertise
and the personnel, to perform the contract,

c) has the legal capacity to enter into the contract,
d) is not insolvent, in receivership, bankrupt or being wound up, has his affairs

administered by a court or a judicial officer, has suspended his business
activities, or is subject to legal proceedings in respect of any of the foregoing,

e) complies with the legal requirements, if any, stated in the tender data (e.g.
Bidders who submit bids for public contracts must be in good standing with
SARS in so far as their tax obligations are concerned), and

0 does not have conflicts of interest which may impact on his / her ability to
perform the contract in the best interests of the employer.

2} An employer must, before awarding a construction works contract, satisfy him or
herself that the contractor concerned -
a) is registered in terms of the CIDB Regulations;
b) is not prohibited in terms of any legislation from submitting bids or expressions

of interest to an organ of state; and
c) has demonstrated that-

(i) he or she has the resource capacity or capability specific to the contract
concerned;

(ii) his or her capacity to perform the construction works concerned will not be
unduly compromised on the award of the contract concerned.

3) Most banks can be approached for a recommendation relating to the financial

-i 130 uf 12
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capability of a contractor to finanr? ? contract. Typically Liiey require a

O

o

4)

contract amount and a contract period and provide the following ratings:
A- undoubted / excellent
B- good for amount quoted
C- average/ good If strictly in the line of business
D- fair trade risk
E- figure considered too high
F- financial position unknown
G- paper occasionally dishonoured
H- paper frequently dishonoured
A" to C" rating is generally acceptable.

Perform a risk analysis on the bidder having the highest ranking / number of points
to ascertain if any of the following, as relevant, present an unacceptable
commercial risk to the employer:
a) unduly high or unduly low tendered rates or amounts in the bid;
b) contract data provided by the employer; or
c) the contents of the bid retumables which are to be included in the contract.

Note: 1 The reasonableness of the data provided by bidders in the Contract Data also
needs to be considered. In particular, the following needs to be carefully scrutinized, and if
necessary adjusted through process of negotiation as they serve the basis for the
assessment of the cost component of compensation events / variation orders:

• Professional service contracts: The staff rates.
• Engineering and Construction Works contracts: The hourly rates for Actual cost of

manufacture or fabrication outside of the Working Area; the percentage for
manufacture or fabrication overheads; the hourly rates for Actual Cost of design
outside of the Working Areas; the percentage for design overheads; the percentage
for Equipment depreciation and maintenance of special and non-special items; and
the percentage for Working Overheads.

The percentage for overheads and profit added to the Contractor's Cost for people and the
percentage for overheads and profit added to other Contractor's costs.

Note: 2 Unreasonably high rates, which a bidder refuses to rectify can also be sufficient
ground for the overlooking of a bidder.

5) Approach bidder to amend any part of the bid submission that presents an
unacceptable commercial risk, if relevant.

6) Recommend highest ranked bidder / bidder with the most evaluation points for the
award of the contract or if found to be unsatisfactory, undertake an analysis on the
next highest ranked bidder and so on until such time as a bidder satisfies the risk
assessment.

Recommendation

Prepare TEAR report containing recommendation to the AC or person with delegated
authority

Record proper minutes of all the proceedings

18.7 RECOMMENDATION

IS Evaluation znc. 15? e '221
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18.7.1 Tender Evaluation and Recommendation Report (TFAR)

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 as 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.

18.7.2 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.
The evaluation pane! may be called upon by the AC to clarify any
uncertainties.

b) 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.

18.7.3 Reasons for recommendation

a) The reasons for recommending a particular Bid(s) must be dearly stated by
the recommending officers.

b) The Bid with the highest score must be selected unless there are objective
criteria other than the criteria used to evaluate the bid 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 the following:

• instances where the highest ranked bidder's price is above budget;

• 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.

If a Bid other than the Bid with the overall highest score is selected, the
recommending committee shall provide a full explanation for this decision, and
state which objective criteria are relied upon to justify the recommendation of
such Bid.

c) Where two or more Bids have scored the highest equal points based on Price
and Preference, the Successful Bid must be the one with the highest score on
preference.
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d) If two or morp bids have equal points, inciuding equal preference points for
BBBEE, the successful bid must be the one scoring the highest score for
functionality, if functionality is part of the evaluabon process.

e) Should two or more bids be equal in all respects, the award shall be dedded
by the drawing of lots.

0 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 using supporting documentation (e.g.
benchmarking against previous prices etc.).

O

c
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CHAPTER 19 : POST TENDER NEGOTIATION

ci b
This Chapter applies to both general procurement and construction procurement. However,
for construction procurement, communications with bidders should only take place for the
purpose of clarification and not for negotiation, except where the negotiations form an
integral part of the procurement procedure.

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 forTransnet 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.

a) 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 dosing date and
time. It is important to note that although negotiations may take place in
respect of a number criteria including price, technical, SD, delivery terms, etc,
the final evaluation criteria against which the best-and-final Bids will be scored
will be strictly on price and preference in terms of the applicable preference
point system (i.e. either 80/20 or 90/10).

19.1.2 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'.

19.1.3 Before PTNs are conducted with the Preferred Bidder or short-listed Bidders, it
must be approved by the relevant AC. The R-va!ue 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 roles and responsibilities of negotiation members;

• the targeted price reduction;

• the increase in SD commitment;

o B-BBEE commitment;

• the motivation for PTN; and

• other aspects that will be negotiated to achieve a nwin-wln" situation, e.g.
payment terms, minimum order size and frequency, delivery, lead times, etc.
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19.2 AUTHORITY TO ENGAGE I N PTN (transactions fall ing wi th in AC jur isdict ion)

19.2.1 Matters falling within the jurisdiction of the AC (i.e. above the minimum R-
threshotd or 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
best-and-fina! 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 Transnefs perspective and to enable the Bidder to deal
with all relevant matters before making a final offer.

19.3 STANDING AUTHORITY TO PTN (transactions fall ing below AC jurisdict ion)

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 Tiles 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-value thresholds of the AC. In such cases the process as
outlined in paragraph 19.2 above detailing the AC's involvement in the various
stages, must be followed.

19.4 PTN PROCESS

19.4.1 Under no 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.

Inapt^ 13' Post Tsndef HS'jotianan Pag*; i<5i oF IZi
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19.4.3 Negotiations must be preceded by thorough research and z caucus dKrussicn by
the cross-functiunai i icyubduon 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 v/ith 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. It is important to note that although negotiations may take place
In respect of a number criteria including price, technical, SD, delivery terms, etc,
the final evaluation criteria against which the best-and-final Bids will be scored
will be strictly on price and preference in terms of the applicable preference
point system (i.e. either 80/20 or 90/10).

b) The objectives of the negotiating team must be recorded in consultation with
the relevant disciplines concerned (e.g. financial, SD, technical and commercial).

c) The objectives should be approved by the relevant AC. The financial
advantages, or other objectives sought (e.g. B-BBEE commitment, Enterprise
Development initiatives, 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 negob'ating team. After receipt and evaluation of the
best-and-fina! 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
Transnet's 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.

f) 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 offender 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 shortlisted 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.

oi ;9: Pos;
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19.5.4 In instances where the relevant AC has authorised PIN with a single Preferred
bidder, tne 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.

O

O
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CHAPTER 20 : BID ADJUDICATION

Xi i

This Chapter applies to both general procurement and construction procurement. The rules
governing cancellation of CIDB bids differs from the cancellation of general procurement
bids and is dealt with in paragraph 20.7 below.

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 dearly does so subject to the provisos
listed in paragraph 21.2.1, 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 Transnefs 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. It Is important to note that
for the purposes of adjudication, bids are required to remain valid only until the
matter is considered by the AC provided that the AC approves the process. Should
the AC not approve the matter, the validity period must be bmeously extended;

20.2.3 communication with Bidders after the dosing date was properly authorised and
conducted in a fair manner;

20.2.4 Bidders were evaluated against the evaluation criteria stated in the RFP;

20.2.5 the scoring of Bidders was reasonable, rational and in accordance with the scoring
methodology;

20.2.6 the recommended Bidder scored the highest points overall. If not, whether the
recommendation to award the contract to another Bidder Is based on other
objective criteria
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20.2.7 the recommended Bidder is not on the Transnet List of Excluded Bidders, the
Tjeasury list of Bid Defaulters or the Treasury database of Restricted Suppliers;

20.2.8 the recommended Bidder has legal capacity to enter into a contract;

20.2.9 the contract is to be awarded to the same business enterprise as the one which
submitted the Bid;

20.2.10 the recommended Bidder submitted a valid and original tax clearance certificate,
VAT certificate (where applicable) and whether the recommended Bidder complies
fully with all legal requirements stated in the RFP. Note that in terms of the
Preferential Procurement Regulations 2011 no business may be awarded to a
person whose tax matters have not been declared to be in order by SARS;

20.2.11 the recommended Bidder is not insolvent, in receivership, bankrupt or being wound
up, has his affairs administered by a court or judicial officer, has suspended his
business activities or is subject to legal proceedings in respect of the aforegoing;

20.2.12 the award of business to the recommended Bidder would not be harmful to
Transnefs 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
Transnet's 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. Transnet's standard bid conditions allow for the selection of multiple suppliers or
the award of the whole, or any part of a Bid to any particular Bidder. Transnet may also
choose not to make an award if there are 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. Adjudication Page 165 of 221
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20.5.1 Should a dispute arise between the recommpnrfing officer(s) and the AC reyording
o submission after tne 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
process (i.e. he/she was awarded the bid), Transnet is said to be functus offido
and can no longer cancel the bid process without an order of court authorizing it to
do so.

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 Transnefs 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 In terms of the Preferential Procurement Regulations, 2011, if it is stipulated that
the 80/20 preference point system is applicable to a particular bid process and all
bids received exceed Rl 000 000, the bid must be cancelled, If one or more of the
acceptable bid(s) received are within the Rl 000 000 threshold, all bids received
must be evaluated on the 80/20 preference point system. Similarly, if it is stipulated
that the 90/10 preference point system is applicable to a particular bid process and
all bids received are equal to or below Rl 000 000, the bid must be cancelled. If
one or more of the acceptable bid(s) received are above the Rl 000 000 threshold,
all bids received must be evaluated on the 90/10 preference point system. If a bid
is cancelled in terms of this paragraph, the correct preference point system must
be stipulated in the bid documents of the re-invited bid.

csr 10 Aiijurti«fon Page 156 of 111
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20.6.8 The AC may on av.ard undei the following arcumstances:? non a

a) Where due to changed circumstances, there is no longer a need for the goods,
services, works requested. [ACs must ensure that only goods, services or works
that are required to fulfil the needs of the institution are procured]; or

b) funds are no longer available to cover the total envisaged expenditure. [ACs
must verify that the budgetary provisions exist]; or

c) no acceptable bids are received. [If all bids received are rejected, Transnet must
review the reasons justifying the rejection and consider making revisions to the
specific conditions of contract, design and specifications, scope of the contract,
or a combination of these, before Inviting new bids].

When the AC authorises a non award on the grounds of a) or b) above, all Bidders
should be reimbursed for the bid document fee, if bid documents were sold.

20.6.9 The decision to cancel a bid in terms of paragraph 20.6.8 must be published in the
media in which the original bid invitation was advertised.

20.7 CANCELLATION OF CONSTRUCTION RELATED BIDS

A bid may not be re-issued covering substantially the same scope of work within a period
of six months unless only one bid was received and such bid was returned unopened.

This does not prevent an employer from immediately calling for fresh bids should:

• the employer change the contracting strategy or restructure the work covered by
the proposed contract;

• all bids received are found to be non-responsive; or
• only one bid was received and such bid was returned unopened to the bidder.

The bidder must be informed In writing of non-awards and cancellations and upon written
request reasons for such cancellations must be given.

The CIDB must be informed via the i-Tender system of any non-awards or cancellation of
bids after approval from the respective delegation of authority has been obtained.
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CHAPTER 2 1 : AWARD OF BUSINESS AND CONTRACTING PROCESS

Tills Chapter is applicable to general procurement and construction procurement

21.1 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.

21.2 DECISION TO ACCEPT BIDS OR OFFERS

21.2.1 A Manager may only communicate the acceptance of a Bid i.e. issue a Letter of
Award and proceed to conclude the contract if the Following provisos have been
adhered to:

a) he/she has complied with all internal policies and procedures and obtained the
delegated Manager's signature or 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/Servicefs);

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 DoA;

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 (not the 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.

21.3 NOTICES OF ACCEPTANCE AND NON-ACCEPTANCE OF BIDS TO BE
FINALISED

21.3.1 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.
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price, delivery period, Oualfty, 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.

For construction procurement the successful bidder is notified by means of the
signing and returning one copy of the Form of Offer and Acceptance.

21.3.2 The details of the contract award must be placed on the Transnet internet site.
These details must include:

a) bid number and description;

b) name(s) of the Successful Bidder(s) and preferences claimed;

c) the contract price(s); and

d) the duration of the contract

21.4 APPLICATIONS RECEIVED I N TERMS OF PAIA

Should an application be received in terms of the Promotion of Access to Information Act
(PAIA) or the Promotion of Administrative Justice Act (PAJA), the matter should be referred
to either the OD Legal Department or Group Legal. I t is important to note that ail requests
received in terms of PAIA or PAJA must be dealt with immediately, as there are deadlines
within which to respond to the requestor.

21.5 DELIVERY OF ACCEPTANCE TO BIDDER

21.5.1 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.

21.5.2 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.

21.5.3 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.

21.6 FORMAL WRITTEN CONTRACT INCLUDING THE LETTER OF AWARD

A formal commitment In the form of a written contract is entered into with the Successful
Bidder.

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 Transnefs letter of award 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.

1244
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Although a verbal contract is equally binding on the parties, !t is Trsnsnefs policy that only
fa iridl WiiUen 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.

For construction procurement the signing and returning one copy of the Form of Offer and
Acceptance replaces the Letter of Award.

21.6.1 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 Transnefs intention to negotiate
and conclude a contract with it. The LOI also makes it clear that if a contract
cannot be agreed upon, Transnet reserves the right not to award the business
to the Bidder. No contractual or other legal rights are vested In a Bidder purely
by virtue of having been issued a LOI.

b) The validity of such LOI should be for a limited period only and every effort
must be made to finalise the signing of the contract within the shortest possible
period. The extension of the validity period of a LOI should be 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 v/ill 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.

21.6.2 Use of Transnets 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
trie standard agreement must be property motivated.
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It is always advisable to include Transnefs standard requirements/terms and
condftons/ayfcciTieiLis in the bid documents and/or RFPs. The respondent(s) will
therefore be made aware of Transnet's requirements/expectations in advance.

216.3 NEC3 conditions of contract and CIDB Standard for Uniformity

When issuing any RFP for construction procurement the NEC3 must be used. Please note that
a standard contract template/standard construction procurement templates has been prepared
for Construction related projects. For any additional terms and conditions, OD/Group Legal
must be approached via the OD/SU Contract/Compliance Department.

Should the need arise for additional clauses in terms of the NEC3 Z clauses, these must be
carefully drafted and approved by OD/Group Legal Department

21.6.4 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.
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.

21.6.5 Non adherence to existing contracts ("Maverick Spend')

a) As a general rule, Transnet is required to acquire the relevant Goods/Services
only from the contracted supplier. Transnet is exposed to legal 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.

21.6.6 Formal contracts are to be entered into in the name of Transnet SOC Ltd

A)l contracts shall be concluded, as soon as possible after the award of the business
to the Successful Bidder, in the name of Transnet 5OC Ltd, according to guidelines
issued. It shall be signed for and on behalf of Transnet by a Manager with the
appropriate DoA.
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21.6.7 Transnet may insist on a suitable secur i t y /guaran tee for fu l f i lmen t 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 a financial institution approved by Group
Treasury, or a cash deposit with Transnet. All securities shall be safely held by
the OD concerned which shall keep a register thereof and shall ensure that the
security does not lapse before the contract is completed.

b) Cash deposits or a "guarantee" in the personal name of an official of a bank or
other institution is not acceptable.

c) Provided that the contract document allows for that, one can also retain part of
the payment as retention money. Retention money (performance guarantees),
normally 5 to 10% of the individual payments, is held back by Transnet as a
guarantee for the satisfactory completion of the project. When such amounts
have accumulated sufficiently, consideration is normally given to the refunding
of the guarantees or sureties. Retention money is only refunded after
completion of the guarantee period (normally 6 to 12 months, depending on the
risk of latent defects).

d) Depending on the risk to Transnet, these measures may be relaxed to facilitate
Transnefs B-BBEE objectives to develop small or emerging black companies.

e) The following principles are applicable to the acceptance of all types of
guarantees issued under supply agreements. ODs must demonstrate to Group
Treasury how the guaranteed notional values are calculated. ODs must obtain
sign off on the legal acceptance of the guarantees directly, whilst the notional
and issuer acceptance will be facilitated through the Treasury Department. The
Issuing of Advance payment guarantees (APGs) and Performance bonds (PBs) is
governed by the DoA Framework as follows:

G
Notional Value

Issuer
Acceptance

ODCFO

Up to but not
exceeding

R25m

Treasury

Up to but not
exceeding

R75m

AH 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 written in a manner that they become payable on

demand
• The minimum long term credit rating requirements may not be less than:

• A- from Fitch Ratings or Standard and Poors or
• A3 from Moody's
• Issuers not rated will not be accepted
" Group Treasury may also consider an equivalent rating from

other recognised rating agencies as contained in the Financial
Risk Management Framework (FRMF).

The following additional wording must be incorporated in supply agreements in
so far as guarantees are concerned:

u : i i A.-.ap.t •-,< S\:Sir*:S5 ano Contracting Process 17-} o(2ll
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"Should the minimum credit rating of the Tssuer of the guarantee drops
bcli..1. uic siipuidieu minimum requirement before expiry, the Supplier will
have to replace the guarantee at own cost with an issuer that meets the
minimum rating criteria".

21.6.8 Foreign Exchange (FX) Risk Managemen t

The following principles should be applied within the Group when supplier agreements are
concluded. These are critical to ensure that foreign currency risk exposures are minimised
on the day of origin.

• Whenever possible foreign currency risk exposures should be eliminated by entering
into fixed RAND contracts with both local and/or international based suppliers.
Where an international and or local supplier does the hedging, the pricing needs to
be compared with Treasury's pricing to ensure that the hedge is reasonable and
market related. The acceptance of pricing needs to be done in accordance with the
DOA.

• Where the cost of the hedge by the international supplier is deemed excessive,
Transnet will accept the FX risk and hedge itself accordingly. This will ensure that
Transnet has a fixed RAND liability.

• If locally registered suppliers are used where imported components are involved,
invoices can only be issued in RAND as exchange control regulations prohibit local
suppliers from invoicing Transnet in a foreign currency. Transnet Entities must
request the local supplier to hedge the imported portion where ever practical,
possible and or to fix the price in RAND for minimum periods as these indirect FX
exposures cannot be hedged by Transnet due to South African Reserve Bank (SARB)
regulations. There will be some exceptions where small business enterprises do not
have sufficient credit lines to accommodate FX hedging on their balance sheet and or
if their cost of hedging is unacceptable to Transnet. For these exceptions, specific
SARB approval needs to be obtained by the local supplier to allow them to issue FX
invoices to Transnet, after which Transnet will hedge on it's own balance sheet.

• If locally registered Incorporated/un-incorporated JVs are utilised, SARB's approval
should be obtained by the JV for permission to issue invoices in a foreign currency.
This approach should be followed if RAND contracting cannot be achieved.

• All contracts/funding agreements with a foreign currency component of more than
RSOm should be reviewed by Group Treasury, Group Finance and Group Tax during
the establishment process and ODs should get the sign off from all the respective
sections before agreements are concluded. Contracts with a foreign currency
component of more than RIOOm should also get the sign off by the GCFO.

• A foreign currency exposure will arise once an agreement/letter of acceptance and or
purchase order has been concluded and signed by both parties and agreement on FX
cash flows and delivery dates have been agreed upon.

• The OD is expected to submit approved FX cash flows to Treasury within 10 business
days after the agreement/purchase order is signed to enable Treasury to arrange
hedging within the approvals of DOA.

21.6.9 Export Credit Agency (ECA) Supported Finance

• The following wording must be incorporated in supply agreements in so far as ECA
supported finance Is concerned:

".-jam vf Easiness arc Contracting Pf,jCi*« Pa-ji 17*1 of 221
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"In order to finance its payment obligations under a future contract where foreign
transaction? are involved, Transnel may consider raising debt financing [an rECA
Facility"] from one or more banks and financial institutions, with the benefit of export
credit agency [ECA] credit support to be provided by an ECA. Under such
circumstances the successful Respondent undertakes;
• to provide [and/or cause the Parent/OEM to provide, as applicable] to Transnet

and the banks and financial institutions that may participate in the ECA Facility all
such assistance as an importer of Goods and/or Services, which are eligible for
ECA credit supported finance by an ECA, is generally required to provide for the
purposes of obtaining ECA support;

• not to do or [as Supplier of the relevant eligible Goods or services] omit to do
anything, which may adversely affect Transnet's prospects of qualifying for or,
once obtained, maintaining ECA credit support by an ECA in respect of an ECA
Facility.

All cost, expenses, charges and liabilities incurred by Transnet in establishing an ECA
Facility with credit support from an Export Credit Agency, may be for the account of
Transnet."

ci • b
All contracts exceeding R30 000.00 must be registered with the CTDB I-Tender service within 21
working days from the date in when the contract was accepted in writing.

The CIDB must further be informed on the following:
• Any arbitration entered into or litigation initiated in relation to a construction works contract

registered in terms of these Regulations, within one calendar month from the starting date of
that arbitration or litigation.

• An award of any contract to an emerging enterprise who has a contractor grading
designation lower than that required for the contract

• Non-award and/or cancellation of tenders.
Copies of all of the above notifications/registations must be placed on the contract file.

217 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:

217.1 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;

217.2 when a Successful Bidder has failed to provide the necessary security, if required;

217.3 when a Successful Bidder fails to meet 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

21.7.4 when final contract negotiations with a Preferred Bidder fails and a contract is not
agreed upon; and

217.5 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.
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21.8 APPROVAL OF CONTRACTS FOR PERIODS EXCEEDING TWO YEARS

The Main AC 1$ lu 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.

O
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CHAPTER 22 : POST AWARD CCOTRACT MANAGEMENT

Although the PPM provides general guidance with regard to Contract
Management Policy and Contracts Management Procedures, please refer to the
Contracts Management Manual for comprehensive guidance in this regard
available on the iSCM Transnet Intranet

ci>b
The NEC3 Contracts are managed and administered outside the Procurement Process.

22.1 WHAT IS CONTRACT MANAGEMENT?

Contract Management is an end-to-end process to ensure that;
• contracts entered into by Transnet are managed in a manner which minimises business

risk and maximises intended benefits;
• contractual obligations are fulfilled;
• roles and responsibilities are dearly defined; and
• social value is realised.

Table 18 below sets out the 8 core sub-processes of Contract Management whicti are addressed
in the Contract Management Manual:

TABLE 19: 8 core sub-processes of Contract Management

Governance

Human Capital

Planning

Delivery
Management

Supplier
Relationship
Management
Contract
Administration
Contract Review /
Close Out

Electronic
Management Tools

Ensuring that the contract life cycle management process is
implemented within each site/OD in accordance with a clear
set of norms and standards.

Ensuring that adequately skilled and sufficient contract management
human resources are available.
Ensuring the effective and efficient planning for the transition from
the tender phase to the contract phase.
Ensuring that the Goods and/or Services are being delivered in
accordance with agreed performance, costs and quality levels set
out in the contract.
Ensuring that relationships with suppliers are managed in order to
develop and maintain open and constructive associations.

Ensuring that the forma! contractual processes and obligations are
complied with.
Ensuring that the contract is dosed out in an orderly manner, that
all the elements of the contract have been adhered to and that
lessons leamt have been proper!/ recorded.
This is a system or process that enables Transnet to manage
contracts electronically.

22.2 POST-AWARD FUNCTIONS

The Immediate post-award contract management activities establish the basic awareness and
procedures required to initiate Transnefs on-going contract management obligations- These
Include:

— • -*?•••< - • - * • '
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• Ensuring that all relevant parties are aware of their roles and responsibilities h the
immediate implementation a^r1 tr?nsi|jen 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

• 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.

22.3 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
P typically be considered:

Y *\ * 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.

22.3.1 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.

I t is generally beneficial to establish an SLA, since an SLA creates a common
understanding about services, priorities and responsibilities of both parties. Transnet

ft 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^) 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 22.3.11 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

Ocwb-f 3013 -
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• dispute resolution procedure in the event o f disagreement or deadlock between
the representative*: of r h - pr-Ves. (depute ic^oiuUon procedures are normally
set out in the contract, falling which it is the Transnet Relationship Manager's
responsibility to set out the procedures to be adopted).

22.3.2 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 20

U

KPA

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

l l n 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

0

91%

10%

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%

Octobet 2013

P*je 179 cf Ul
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22.3.3 Performance review meetings

The following must be observed by the Relationship Manager prior to 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 all 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.

22.3.4 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.

22.3.5 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.

22.3.6 Conformance with specifications and delivery instructions (Goods)

a) Inspection and shipment/delivery of Goods:
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All Goods are to he delivered strictly in accordant with Lhe contract. Timeous
arrangements must be made by Transnet for the inspection and/or shipment
and delivery arrangements, as Indicated by the contract terms.

(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.

22.3.7 Remedies - General

In terms of the regulations issued in terms of the PPPFA, Transnet must act against
the bidder or person awarded the contract upon detecting that the B-B8EE status
level of contribution has been claimed or obtained on a fraudulent basis or any of
the contract conditions have not been fulfilled.

Transnet may, in addition to any other remedy that it may have against the
bidder or person:

a) Disqualify the bidder or person from the bidding process;

b) Recover all costs, losses or damages it has incurred or suffered as a result of
that person's conduct;

c) Cancel the contract and claim any damages which it has suffered as a result of
having to make less favourable arrangements due to such cancellation;
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d) Restrict the bidder or contractor, its shareholders and directors, or only the
shareholders and directors who acted on a fraudulent basis, from obtaining
business from any organ of state for a period not exceeding 10 years, after
applying the audi alterarn partem (hear the other side) rule; and

e) Forward the matter for criminal prosecution.

Group/OD Legal Departments should be consulted In deciding on any of the
remedies that are to be appiied.

22.3.8 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 22.3.9 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).

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 opportunity to
remedy the breach. Only if this fails may steps be taken to cancel a contract.

22.3.9 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.

22.3.10 Failure by a supplier to perform - liability for additional expenses
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The bid documents (ss well a< tHp pyentua! contact) shall make provision fur 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 trie contract. In addition, consideration can also be given to placing such a
contractor on Transnet's List of Excluded Bidders (See Chapter 23).

22.3.11 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 •la'eritffiea1 'those"requiring action,
responsibility for managing and mitigating them is allocated, which
allocation must be dependent on the assessment of the likelihood
and consequence of the risk

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 /icwthe risk will be managed. In order to do so the contract Managers must
undertake the following actions:

i i II. Post *V.-i.-fd Comraa Management Page 183 of Hi

0058-0374-0001-0193

TRANSNET-REF-BUNDLE-03145



1258

v

FOR INTERNAL USE ONLY . PROCUREMENT PROCEDURES MANUAL

• establish a binding process to encourage early warning system for Issues <uch
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.

22.4 SUPPLIER RELATIONSHIP MANAGEMENT

In addition to the achievement of the contractual and commercial aspects of the contract,
a healthy relationship between Transnet and its contractors must be maintained as this
underpins the overall successful and 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 nature 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 in consultation with the contract manager and recorded
accordingly in the contractor's contract file. Establishing a sound relationship with a
contractor will help in building a strong relationship and to provide constructive and
positive feedback. All strategic contracts must have a supplier relationship manager,
which should ideally be a person other than the Contract Manager/Administrator. A
supplier relationship manager must have an appropriate level of seniority. For highly
strategic contracts, this may be a CPO, GM or the OD's CE.

22.4.1 Sound Relationship Management

A sound basis for the relationship must be established in the earlier contracting phases,
e.g. by having clear and well written terms and conditions, SLAs and regular monitoring
and evaluation mechanisms. If the supplier relationship manager is new to the contractual
arrangement, efforts will need to be made to understand the relationship that exists
between the supplier and Transnet and to develop a specific relationship for this phase as
soon as possible. It is particularly important for the manager to understand the
background to the relationship and be aware of any problems or issues that have arisen
at earlier stages of the procurement process.

The type of contract, its size and duration as well as the culture of the parties and the
personalities of the people involved will influence the relationship between the parties.

It is of particular importance to Transnet that contractors not only fulfil the technical and
financial aspects of the contracts, but also the socio-economic (Supplier Development,
Localisation and Empowerment) aspects. As part of SRM, Transnet and the contractor
should constantly look for ways to improve the socio-economic benefits of the contract.

22.4.2 Communication with the contractor
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It is important to establish and maintain a constructive relationship through regular
communication. In particular, problems that have arisen must be identified and every
effort must be made to resolve such problems at an early stage, Problems which are not
dealt with timeously can easily become exacerbated resulting in poor relations with the
contractor. Escalation procedures must be put in place to deal with any unresolved
problems. Providing positive and constructive feedback will assist in maintaining healthy
relationships.

Effective SRM will enable Transnet to identify early warning signals and thus indicate
whether alternative contractors or products should be identified.

Payments should be made without unnecessary delays in line with Transnefs procedures.
To this end Transnet must pay suppliers within 30 days of submission of an undisputed
invoice.
It is also important to listen to the contractor's side of the story, to identify any problems,
address them promptly and explain decisions in an Impartial way. This particularly applies
to contracts that involve on-going service delivery that extend over a considerable period
of time. In such contracts the management of the relationship with the contractor could
consist of:

• Informal, day-to-day discussions;
• Interactions between the supplier and the nominated Transnet Supplier Relationship

Manager and Transnefs staff; and
• Formal meetings at pre-determined intervals with nominated personnel from both

Transnet and the supplier.

22.5 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 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.

The Contract Manager must ensure that s/he thoroughly understands all the components of a
contract, including:

• Expected outcome measure - significant deliverables should be tied to the payment
schedule; and

• Acceptance / Rejection Terms - Transnefs right to inspect and accept or reject the goods
and/or services and the conditions of acceptance or rejection.

22.5.1 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.
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The procedures need to be comprehensive but also flexible and straight Forward and
uiiuuld cover such issues as:

How to request changes, induding additional demands placed on the supplier

Assessing the impact induding contractual implications •--. •- ":

Prioritjsalion and authorisation levels

Agreement on methodology . . . . . . . .

C o n t r o l s fo r . imp lemen ta t i on .:..,., . • •

22.5.2 Amendments to contracts

Contracts may be amended by:
a) Extending/reducing the period of the contract;
b) Increasing/decreasing the value of the contract;
c) Changing the scope of work;
d) Changing the contracting parties; and
e) Changing any other terms and conditions of the contract.

Extension of contracts, additional work, increase in quantities, price or time by more than
10%, cession and assignments, waiving of penalties, etc., are all examples of material
amendments to contracts, and need prior AC approval.

A decision to amend a contract should not be taken lightly. Amendments to contracts must
be properly motivated by the end-user in consultation with the contract manager and if
approved, must be signed off by the person with delegated authority. Piease note that the
cumulative value of the contract (i.e. the original value together with the value of any
previous amendments plus the value of the current amendment) will determine the level of
delegated authority required for sign off of the amendment. However, as stated in the
PPM, if the contract came about by way of confinement or if it is a consultancy agreement,
the amendment must first be approved by the original approver (e.g. GCE) before it is sent
to the delegated authority for sign off.

22.5.3 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.

22.5.4 In view of the 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:

12 Pus: <-//tud Contrart Manage^t?"1! Fatje L3c of II;

1260

0058-0374-0001-0196

TRANSNET-REF-BUNDLE-03148



1261

FOR INTERNAL USE ONLY PROCUREMENT PROCEDURES MANUAL

a) Any request for the extension of a contract must be submitted to the AC st least
£C to SO Wui'kji'iy (Jdy:. ueiore me 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,

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 sourcing event, i.e. open RFX, 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 a recommendation to
the GCE or higher that the 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,
floods or earthquakes);

• whereas the supplier had exercised reasonable control, the late
completion could not have been foreseen, minimised or prevented;
and/or

• or the 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
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(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.

22.5.5 Exercising options

a) If Transnet wishes to reserve the right to extend a contract period, this should be
stipulated upfront in the RFX. 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.

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 for prior
written approval in the normal manner. An indication must be given at that stage
that the exercise of the option is still the best value in the market place (also see
paragraph 9,2 and 22.4.3(b)).

22.5.6 Involvement of AC in material contract amendments

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.

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.

22.5.7 General amendment principles

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
provided the cumulative amendments are greater than 10% of the original
contract value.

b) Matters within the AC's jurisdiction where there are non-material
amendments to contracts and contract amendments where the increase in
value and/or the extension of period represents less than 10% of the
original contract value or contract period will be dealt with as follows:

In such cases the Manager with the delegation of authority may effect such
amendment and is only required to inform the AC of such amendment as
soon as possible thereafter. The Manager who approves the amendment
may be the original signatory of the contract if the cumulative value of the
amended contract is still within his/her delegation of authority. However, if
the cumulative value of the amended contract is above the original
signatory's delegation, the amendment must be approved by the next level
of authority and the original signatory must be informed thereof.
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Example: A R999 000 increase on a RIOm contract, or a 1 month extension
on a 12 month contract.

c) Material amendments in excess of 10% of the original contract value or
contract period, up to 40% of the original contract value will be dealt with
as follows:

In such cases the Manager with the delegation of authority may not effect
such amendments without the PRIOR approval of the relevant AC first of
such amendment.

A recommendation must be submitted for AC consideration together with
supporting documentation indicating that the proposed amendment to the
contract is in the best interest of 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
original signatory (i.e. the person with delegation of authority 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 delegations. However, if the cumulative value of the
amended contract is above the original signatory's delegation, the
amendment must be approved by the next level of authority on review and
recommendation of the original signatory.

Example: R350m contract increased by R70m (i.e. 20%) to R420m: Obtain
PRIOR approval from main OD AC (e.g. TREDAC) and then the OD CEO.

d) NOTE: As a general rule, contracts may be amended by not more than
40% of the original contract value. Any deviation in excess of this threshold
will only be allowed in terms of paragraph (e) below. Whilst provision is
made for deviations, it is imperative to note that requests for such
deviations may only be submitted for approval in exceptional
circumstances.

e) Amendments in excess of 40% of the original contract value or contract
period will be dealt with as follows:

In such cases PRIOR review and recommendation must be obtained from
the appropriate AC first, as well as the original signatory. Thereafter the
matter must be submitted for approval to the person with delegations one
level higher than the original contract signatory (provided the cumulative
value is still within his/her delegations of authority). This rule applies
regardless of whether the amendment is still within the original signatory's
delegation of authority. On approval, the amended contract will be signed
off by the person with the delegation of authority to sign, off the contract
value concerned.

However, this rule does not apply to amendments falling within the GCE,
Board Acquisitions and Disposals Committee (BADC) or the Board's
delegation of authority, For such contract amendments, the matter will be
submitted to the GCE, BADC or the Board regardless of the value of the
contract amendment (provided the cumulative value is still within their
delegations of authority).
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Example: R320m contract increased by R144m fi.p. 45%) tn R464m:
Obtain PRIOR approval of the main OD AC (still below R5u0m main AC
threshold) and then the GCFO (R464m actually falls within the GCSCO's
delegation, but because the amendment is in excess of 40% of the original
contract value, it has to go one level higher, which brings it to that of the
GCFO).

f) The rules relating to contract amendment stated above apply to contracts
awarded via open tender as well as those awarded via confinement and the
appointment of consultants.

g) Furthermore, the 40% rule will also be applicable to construction/CIDB
related contracts.

22.5.8 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; or

• Ensure retention of records,

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.

22.5.9 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 (if applicable);

• authorisations to confine (if applicable);

• minutes of relevant meetings/briefings;

• evaluation methodology and score-sheets;
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• 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;

• correspondence with Bidders;

• RFX offer from Successful Bidder;

• letters of award and non-award;

• Letter of Intent (if applicable);

• 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 updated
annually);

B-8BEE 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
signoff5 which should be kept on contract files.

22.5.10 Document Retention

The following may be used as guidelines as to how long records should be retained:

a) Unsuccessful Bids must be kept for 5 Years after completion of the contract, and
thereafter may be destroyed.

b) Successful Bidder's Bid/contract document, as well as the contract file and
related general correspondence must be kept on site in a proper and safe
archiving facility for a period of 5 Years after completion of the contract, and
thereafter may be archived in an off-site archiving facility in compliance with
normal archiving procedures.

These files should be property 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.

22.6 CONTRACT LIFECYCLE MANAGEMENT METHODOLOGY

SAP CLM has been identified by Transnet Group as the Contract Management
System to be used as the Contract Management Process enabler. At present the
system serves mainly as repository of contracts but is in the process of being
upgraded to include further functionality. It is imperative that each and every
supply chain contract entered into by Transnet is loaded onto SAP CLM. Failure to
do so will be considered to be a breach of protocol.

The Contract Manager must ensure that Transnet's SAP CLM system is utilised to
manage the contract through its lifecycle. The SAP CLM system ensures enhanced
visibility, control and performance monitoring of contracts. It will also be used for
purposes of audits and analysis of contract transactions. SAP CLM extends from
pre-bidding activities, bidding activities, drafting, negotiations and contract
management processes. Modules for all activities should be used and/or made
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available. (Drafting note: this functionality wi l l be added when upgrades
of SAP CLM are effected)

22.7 INDICATIONS OF SUCCESSFUL CONTRACT MANAGEMENT

Successful contract management will achieve benefits by:

Managing Transnet's 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-BBEE 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

Early identification and resolution of poor performance and disputes thereby
minimising risks • • ' ; ' ' ' "

Eliminating unethical practices within Transnet ... ir: -

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 learnt 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

11 ran A/mitt Contract Mat*ag#neni Pag* ts? of j i i
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This Chapter of the PPM applies In both construction procurement and general procurement
activities. However, where suppliers are blacklisted for construction procurement the CIDB must be
informed of this in writing within 21 days.

23.1 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 "prima fatig' (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 dedde 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:

3) Has, in bad faith, withdrawn such Bid after the advertised dosing date and time
for the receipt of Bids;

b) has, after being notified of the acceptance of his Bid, failed or refused to sign a
contract when called upon to do so in terms of any condition forming part of the
bid documents;

c) has carried out any contract resulting from such bid in an unsatisfactory manner
or has breached any condition of the contract;

d) has offered, promised or given a bribe in relation to the obtaining or execution
of the contract;

e) has acted in a fraudulent or improper manner or in bad faith towards Transnet
or any Government Department or towards any public body, Enterprise or
person;

f) has made any incorrect statement in a certificate or other communication with
regard to the Local Content of his Goods or his B-BBEE status and is unable to
prove to the satisfaction of Transnet that:

(i) he made the statement in good faith honestly believing it to be correct; and
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(ii) before making such statement he took all reasonable steps tn satisfy himself
ul iLs 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.

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, the parties
should use their best endeavours to resolve the dispute in an amicable manner,
whenever possible. Litigation in bad faith negates the principles of trust and good
faith on which commercial relationships are based. Accordingly, Transnet will not
do business with a company that litigates against it in bad faith or Is involved in any
action that reflects bad faith on its part. Litigation in bad faith includes, but is not
limited to the following instances:

(iii) Vexatious proceedings. These are frivolous proceedings which have been
instituted without proper grounds;

(iv) Perjury. Where a supplier commits perjury either in 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 a bid process.

23.2.3 Where any person or Enterprise has been found guilty by a court of law, tribunal or
other administrative body of a serious breach of any law, during the preceding 5
Years, such person/Enterprise may also be blacklisted. Serious breaches of the law
would include but are not limited to corruption, fraud, 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 considered based on paragraph 23.4 below. If
considered appropriate, 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:

Cnopter 2~> 6ijc<ltstinrj Preterites and Guidelines Page j g ^ of 221
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23.3.1 any person/company who has submitted a Bid in response to a bid request issued

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;

23.3.4 any agent or employee of the company concerned, or his/her spouse who may be
conducting the same business but under a different name;

23.3.5 Transnet employee found to be involved in fraudulent or corrupt activities;

23.3.6 companies associated with the person/s guilty of misconduct (i.e. entities owned,
controlled or managed by such persons); and/or

23.3.7 any companies subsequently formed by the person(s) guilty of the misconduct or
where such person(s) acquires a controlling stake in an existing company.

23.4 FACTORS TO CONSIDER BEFORE TAKING THE DECISION TO BLACKLIST

23.4.1 A decision to blacklist has far reaching implications for the company/person
concerned. Therefore, Transnet must act fairly, reasonably and rationally whenever
it decides to blacklist a company/person. The decision to blacklist must be
considered on a case-by-case basis and must be based on the merits of the
particular matter.

The following factors must be taken into account in deciding whether to blacklist a

company/person:

a) the gravity / seriousness of the offence/misconduct/breach;

b) any previous offence/mis conduct 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 Transnefs
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 blackJisted 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 trie 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

Chapter .?•): {•lacMisonrj Precedes sne! GuiWImes Page 195 of 22 1

0058-0374-0001-0205

TRANSNET-REF-BUNDLE-03157



1270

FOR INTERNAL USE ONLY PROCUREMENT PROCEDURES MANUAL

consider whether the blacklisted director/member play? an active role in the
ed 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 genera! guideline
on the number of Years of blacklisting to impose on suppliers found guilty of misconduct
against Transnet;

TABLE 21

Grounds for Blacklisting

Offences involving bad faith / dishonesty
(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 all companies
associated with such members/directors.

23.6.5 The matter must be referred to the relevant AC to have the blacklisting approved in
principle.

23.6.6 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.

er I) Blcc'thst rig and Page 196 of 221

0058-0374-0001-0206

TRANSNET-REF-BUNDLE-03158



1271

FOR INTERNAL USE ONLY PROCUREMENT PROCEDURES MANUAL

b) After the 14-day period the Legal Department must consider the rp=pm^s (if
any) Hum uie companies/persons. The motivation must then be completed and
signed off by the Legal Department, Management and procurement

23.6.7 The matter must then be submitted to the AC to consider whether or not to
proceed with the blacklisting. Shoufd the AC support the blackJisting 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 GD and the relevant
entity concerned of this decision.

23.6.8 If supported, Group iSCM will draft the final submission and attach all original
documents including the relevant AC minutes for consideration by the GCFO.

23.6.9 Final approval for blacklisting will be made by GCFO.

23.6.10 Group iSCM will then notify all companies/persons by registered (or hand delivered)
mail of the blacklisting. Group iSCM will also update and circulate the List of
Excluded Bidders.

23.6.11 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 mav still be effected, and
wiu i uic ujriijjany nave nui uccn

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 SecretBry 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:

Ovpier 23. Blacklisting P-otidues and Guictelin^s Pane 19' cf 221
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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.

23.11 THE BLACKLISTING PROCESS

1272
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Figure [35]— The blacklisting process
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CHAPTER 24 : FUNCTIONS OF GOVERNANCE STRUCTURES AND DEPARTMENTS

4
drfb

This Chapter of the PPM applies equally to both construction procurement and general procurement
activities

24.1 MAIN ACQUISITION COUNCILS (Main AC)

Each division must have its own main AC which must consider and approve all procurement
processes, as well as the disposal of scrap, falling within its jurisdiction from R2 million, but
not exceeding R450 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 still 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.

Trarunet Board' • > R2O0O million

Board Acquisitions & Disposals
Committee <R2 000 million

• <R450 million

the threshold of the Main Acquisition Council

NOTE: Should any approval body not agree with the recommendation, the matter must be referred
back to the recommending officer(s) for reconsideration or remob'vation
Recommendations; The RAC, main AC and the BADC will support the recommendation for
transactions above their thresholds. Local/Regional AC normally only consider transactions <R2m
but OD CEOs may at their discretion increase these thresholds,
* In terms of s 54(2)(d) of the PFMA Transnet must obtain Ministerial approval for the acquisition
of a significant asset (exceeding R3,9 billion of the value of Transnet's asset base as per the
2013/2014 version of the Shareholder's compact) before proceeding with the'acquisition

~ 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:
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a) A Chairperson, who will either be the CEO., or an ewoifivp nr senior
management member, shad be appointed by the CEO of the OD. The
Chairpersons of secondary ACs will likewise be appointed by the main AC or
CEO.

b) A Deputy Chairperson, who shall be one of the members mentioned in
paragraph (c) below and who shall be appointed by the OD CEO or elected by
the AC at a properly constituted meeting.

c) Members, all of whom are senior Transnet employees in the particular OD or
where applicable seconded from Transnet Group, selected by virtue of their
specific expertise or business focus, appointed by the CEO, with the dear
proviso that the heads of Procurement, Finance, Legal and Risk in the OD will be
mandatory appointments.

(i) Members must be capable of exercising sound, unbiased judgement and offer
constructive comment.

(ii) 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/Chairperson, 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 discretion decide to lower the limit set
in paragraph 24.1.2 above and/or introduce similar secondary structures on local or
regional level, to cater for matters falling below the jurisdiction of the main AC. The
Terms of Reference of all ACs have been standardised, except for the ambits and
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delegations applicable to secondary ACs. The thresholds must be dearly stipulated in
the relevant appendices Lo 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
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)

24.2 MATTERS FALLING BELOW THE MAIN/SECONDARY AC JURISDICTION

As a general rule, the powers that are normally exercised by the AC will vest in the
Manager with the delegation of authority for matters falling below the main AC
jurisdiction if a particular Transnet Entity has no secondary ACs or for matters falling
below the secondary AC/s jurisdiction if the Entity does have secondary ACs. These
include but are not limited to the following:

24.2.1 Extension of the validity period of bids;

24.2.2 Any contract amendments up to 40% of trie original contract value provided the
increase is still within the Manager's delegation of authority. For amendments
greater than 40%, the matter must be submitted to the relevant AC even if it is still
below the ACs threshold. Where the amendment to a contract brings a matter that
was initially below the AC's threshold to a value within the ACs jurisdiction, the
contract amendment must be submitted to the AC for approval prior to signature
by the person with the delegation of authority; and

24.2.3 Cancellab'on/Non award of bids.

24.3 ACQUISITION COUNCIL HIERARCHY

Figure [37Jbe\ovJ illustrates the current AC hierarchy within the Transnet Group.

Acqf KEY K-" '

BOARD

PIPELINES ENGINEERING

-REDAC > RIM
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CORPORATE CENTRE

I TAC - R2>- .

FREIGHT RAIL

I TFRAC > FWOM

f TPS.HOAC* R40V j [ R?-!=LAC • R.-WX ]

PROPERTY

DAC > R5D0 000

CAPITAL PROJECTS

MAC > R13M

NATIONAL PORT AUTHORS PORTTHMMLS

MOR2M MOR2M

Figure [37] - Acquisition Council Hierarchy at Transnet J

24.3.1 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.

24.3.2 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 darified 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 These
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.

24.3.3 Conflict of Interest
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Instances may arise when a member of the AC or an alternate ha? a dTrect or indirect
Ir.lCi^jt in o par'uLuiejr transaction/project or has been or can be deemed to have
been personally involved in the RFX process or business dedsion 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 recusal. 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. Should the Chairman
have an Indirect interest in a matter, the Deputy Chairman will decide on whether
he/she should recuse hirn/herseif from a particular matter. The reasons for this
dedsion must be officially recorded and kept on file. This will also apply to drculation
CRound Robin'items).

24.3.4 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 least a KPI, on the member's performance management
scorecard. Tnis 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 OD CE in the case of ODs and the GCFO in the case of TCC 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 off/do 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.

24.3.5 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 24.3.4 above
should however be observed.

24.3.6 Voting and deliberation

Ihe 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.

24.3.7 Duties of the AC

a) Chairperson

The Chairperson of the AC shall chair the proceedings at the meetings and
exercise the powers vested in him in terms of these procedures and any other
DoA.
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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 3nd 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 asserbveness 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;

(iv) shall be the only person, apart from the AC Chairperson, to consider
authorising procurement staff to communicate with Bidders in the period
between the dosing of the bids and the award of 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

(viii) provides a central source of guidance and advice to bid an6 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);
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(x) ensure that all members attending a specific met ing 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 individual resolution during or as soon as possible after
the meeting, communicate such resolutions to the relevant role-players and
securely keep copies thereof for record purposes.

The minutes shall contain -

• an outline of material proceedings and deliberations by the AC; and

• all recommendations, decisions, resolutions, provisional approvals and
directives issued by the AC.

A draft copy of the minutes shall be circulated to members of the AC prior
to the next scheduled meeting.

Before the next scheduled meeting, a member may request that the draft
minutes be amended to include certain specific deliberations, etc. and such
proposed amendments shall be included by the Secretary.

The Secretary shall table the draft minutes at the next meeting of the AC,
for confirmation by the AC and signature by the Chairperson;

(xiii) ensure that, by means of a proper certificate as per the prescribed format
(template, available on the Transnet ISCM Intranet), duly signed by the
Secretary and the Chairperson of the AC, that no business is being
recommended for award to an entity(ies) or person(s) appearing on
Transnefs Ust of Excluded Bidders/Contractors(Black!ist). 5uch certificate
should be kept and securely filed with the minutes of each meeting of the AC;

(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;

(xviii) 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.
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(xxi) ensure that members are provided with an agenda at least 3 Work'nn Days
before any scheduled AC meeting, in order for tftem 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
timeously, in order that the Secretary may obtain clarity before the
meeting.

24.3.8 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 duties, 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;

(iii) act fairly, impartially and objectively, and not allow prejudice or bias or
influence of others to override objectivity;

(iv) have the right to have a dissenting voice and have the reasons therefore
recorded; and

(v) 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.

(ii) Members shall study the AC pack and properly prepare for a meebng of the
AC prior to AC meetings to ensure that they familiarise themselves with the
matters so that there is optimum participation in deliberation and decision
making. They shall also make every effort to attend all meetings of the AC.

d) Members shall:

(i) understand and weigh alternative courses of action;

(ii) weigh benefits versus 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.
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e.g. Members do not act in good faith when thev know they are making
maic/iul decisions witnout adequate preparation and deliberation and
simpiy do not care if their decisions cause breach of governance principles
and promote Fruitless and Wasteful Expenditure and consequent financial
loss to Transnet

24.3.9 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.

g) With regard to paragraphs 24.3.9 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 the 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 all
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
finalisation and onward transmission to the GCFO for approval. Refer to Chapter
23 for Blacklisting procedure.

k) To monitor/administer the opening of al! 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
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ACs, provided that it has satisfied itself that proper procedures and controls as
specified it; d e PP11 u.d in place aiiu die MioiuLcneu a.i 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 24.3.13d) below for the procedure to be
followed in instances where the AC stil! does not agree with the revised/re-
motivated submission of the Manager/procurement.

24.3.10 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:-

a) call for any files or papers dealing with offers, enquiries, the invitation and
evaluation of Bids in the procurement of Goods and Services;

b) request any information 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;

0 offer comments, or note matters submitted for information;

g) refer any submission back for reconsideration/re-motivation;
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h) withdraw an item from the agenda of any meeting of the AC, provided that the
reasons for such withdrawal ?,r? d'.riy record^ in the nirvjle:; of the n~.ecting
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) or the OD's CEO;

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.

24.3.11 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

(iv) the contract is signed by the Manager with the appropriate delegation of
authority.

24.3.12 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 pre-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

: w l M r 2013 P a n e 2 ! f l n f 7?[

0058-0374-0001-0220

TRANSNET-REF-BUNDLE-03172



1285
FOR INTERNAL USE ONLY PROCUREMENT PROCEDURES MANUAL

be called by the Secretary, with the consent of the Chairperson. Members
have the right tn rart their v^= nnti! the deadline, irrespective uf wheLner a
quorum has already been attained.

(iii) I f 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 24.3.4, should,
however, be observed.

24.3.13 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,

24.3.14 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.

24.3.15 Submissions to the AC (Precis)

a) All submissions to the AC shall be in 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 (if practical), 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 12hOO, seven Working Days
before a scheduled meeting of the AC

24.3.16 Reporting/Monitoring

a) The main OD AC reports to the CEO through its chairperson.

Pan* ?l I
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b) Secondary ACs report to the main ACs, and are responsible tn mon'tor
uciisoLuuiii idiiing oeiow tneir 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 OD AC.

f) The performance of the individual members and secretariat shall be monitored
by the chairperson of the AC.

24.4 TRANSNET ACQUISITION COUNCIL (TAC)

24.4.1 Role and Functions of the TAC

The TAC has similar roles and responsibilities to that of the OD main ACs. It will
cater for the Group Corporate Head Office 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.

24.4.2 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.

24.4.3 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.

24.5 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.
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(v) abide by the derision nf thr CPO and the CEO of the relevant OD of Transnet
regarding the implementation of the Ombudsman's recommendation.

b) Trensnet'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.

24.6 CAPITAL INVESTMENT COMMITTEE (CAPIC)

24.6.1 Purpose

The CAPIC shall ensure that the resources that Transnet SOC Ltd ( " f i e 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.

24.6.2 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)

• GCE (exofficio)

• 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.

24.6.3 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;
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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.

24.7 BOARD ACQUISITIONS AND DISPOSALS COMMITTEE (BADC)

24.7.1 Purpose

To ensure that the Board's composition and structure enables it to fulfil the
obligations of the Board mandate and advance and maintain the Group's acquisition
and disposal policies.

24.7.2 Composition

a) The Group Acquisition and Disposal Committee O'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.
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24.5.3 Rofes 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 Transnefs
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 5OC
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.

24.5.5 Terms of reference

The Committee shall:

a) Oversee an annual review of Transnefs 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 (indudes 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;
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a) Consider, for recommeridetion 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;

(iti) 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.

I) The Committee shall also approve disposals in 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 model 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:
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Supply chain governance structures

Figure [38] - iSCM Governance hierarchy

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 fn Transnet
Key strategic objectives will be executed through the COEs with d risk mitigation
plan supported by Enterprise Risk Management (ERM).
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The current COEs within iSCM are as follows {Figure [39]):

Inbound supply chain

F Figure [39] - Centres of Excellence

24-6,4 Integrated Supply Chain Management (ISCM) Strategic Themes

The following are the key strategic iSCM themes:

• Corporate Plan and «*vt>tuia gtuwth

•Supplier

SQ Strategy

• RnamW
-SIIEQ

' tWdop supplier bas«
* fifl'J)|]EFi') nxinrtwy and social vafi* from aou/onq

i'
efftdencytn iwromeWoffd

- Integrate SO 5traU.-<jy

-Si4JpofTNGPohj«-ctWM(e.o. job creation, etc)

ocurement to develop locnl auppfitts t i l
support locult^tition arid indu^ti

Figure [40] - iSCM themes

24.6.5 Croup 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 (induding standard

bid documents and templates);
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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 Transnefs List of Excluded Bidders; and
g) provide assistance and expertise on all governance related issues.

24.6.6 Role and Function of Group Chief Supply Chain Officer (GCSCO)

The GCSCO is the head of the Group iSCM Function. He/she is responsible for the
whole of the supply chain function within the Transnet Group. Although the OD CPOs
report directly to the OD CEOs, collaboration and synergies between the relevant
supply chain functions are achieved via the iSCM Council. This forum meets at
predetermined intervals and has representation from all the OD CPOs.

Apart from chairing the iSCM Council, the GCSCO is responsible to vet and
recommend ali supply chain related submissions requiring Group approval (e.g.
confinements, condonations, new contracts and amendments exceeding the DoA of
the OD CEOs).

24.6.7 Terms of Reference of the iSCM Council

Group iSCM has been mandated to effectively integrate all supply chain management
(SCM) activities across Transnefs core businesses, to ensure that the efficiency and
effectiveness of doing business in South Africa is drastically improved through SCM
best practices. The iSCM Council is a structure set up to ensure that the iSCM
mandate is carried out effectively and efficiently.

The Council will develop the Supply Chain Management Strategy for Transnet, based
on consolidation of the individual ODs critical paths.

The Council will ensure alignment of all Operating Divisions' SCM functions in terms
of:

• Processes and Procedures;

• Systems;

• Human Capital Development;

• Strategic Sourcing;

• Contract and Supplier Management;

• Capital Procurement;

• Demand Planning & Management;

• Warehousing and Logistics Management;

• Policy, Governance and Standards; and

• Knowledge Management.

The Council will also ensure a uniform strategy with regard to Broad-Based Black
Economic Empowerment. It will drive the implementation of B-BBEE initiatives with
regard to Preferential 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.
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74.6.8 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)

• Executive Manager (Governance)

• CPO - Transnet Freight Rail

• CPO - Transnet Engineering

• CPO - Transnet Port Terminals

• CPO - Transnet National Ports Authority

• CPO - Transnet Pipelines

• CPO - Transnet Capital 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 & 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.
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PREAMBLE

1. This document lays down Transnefs Supply Chain Policy ("The Policy"). It establishes
the policy framework within which the acquisition of all goods, services and works are to
be procured within Transnet. Care has been taken to make sure that it is consistent with
Transnet's vision, corporate strategy, other Transnet policies and pertinent national
legislation. However, where inconsistencies arise it shall be reviewed to ensure
alignment.

BACKGROUND

2. According to Section 217 of the South African Constitution,

(1) When an organ of state in the national, provincial or local sphere of government
or any other institution identified in national legislation, contracts for goods or
services, it must do so in accordance with a system which is fair, equitable,
transparent, competitive and cost-effective.

(2) Subsection (1) does not prevent the organs of state or institutions referred to in
that subsection from implementing a procurement policy providing for;

fa) categories of preference in the allocation of contracts; and

(b) the protection or advancement of persons, or categories of persons
disadvantaged by unfair discrimination;

(3) National legislation must prescribe a framework within which the policy referred
to in subsection (2) must be implemented.

3. Transnet shall apply section 217 of the Constitution of the Republic of South Africa, (Art
No 108 of 1996, as amended) by contracting for goods and services in accordance with
a system which is fair, equitable, transparent, competitive and cost effective.

4. Transnet shall reform all its procurement activities in order to align them in an integrated
manner with national developmental goals, relevant legislation that enforces the goats
and relevant governmental supply chain management approaches that are cost-
effective. Transnet shall also provide for a preferential procurement system in line with
the Constitution and the Preferential Procurement Policy Framework Act No. 5 of 2000
(PPPFA).

PURPOSE

5. The aim of this Policy is to ensure that Transnet obtains value for money in the
procurement of goods and services in order to fulfil its mandate while redressing the
economic imbalances that have been caused by unfair discrimination in the past.
Additionally, Transnet must enhance the overall effectiveness of the procurement system
and thus carry out its procurement processes as cost-effectively as possible while
meeting its commercial, regulatory and socio-economic goals.

Page 2
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5.1 . Implementation of the policy must therefore result in the following outcomes:

« a constant supply of goods and services that Transnet requires to fulfil its
mandate, and

* reduction in economic imbalances that have been caused by unfair
discrimination of certain persons or groups of persons in South Africa.

DEFINITIONS

6. "Acquisition Council" (AC) 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 failing below the minimum threshold of the main AC

7. "B-BBEE" Broad-Based Black Economic Empowerment.

8. "Bid" 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.

9. "Bidder" Any person/Enterprise which has submitted a Bid to Transnet.

10. "EME" Exempted Micro Enterprise as defined in the BBBEE Act, No. 53 of 2003, as
amended with an annual turnover of below R5 million.

11. "FEL" Front End Loading.

12. "Local Content" (LC) The portion of the Bid price or quotation which is not included in
the Imported Content, provided that local manufacture does take place.

13. "QSE" Qualifying Small Enterprise as defined in the BBBEE Act, No. 53 of 2003, as
amended with an annual turnover of between R5 million and R35 million.

14. "Supplier Development" The Supplier Development (SD) Programme is an initiative of
the Department of Public Enterprises (DPE) supported by Transnet. The aim of SD is to
increase the competitiveness, capability and capacity of the South African supply base
where there are comparative advantages and potential for local or regional supply. This
can be achieved through skills transfer, as well as building new capability and capacity in
the South African supply base. In addition, SD has its roots grounded firmly around the
transformation of South Africa and the empowerment of previously disadvantaged
individuals and enterprises.

SCOPE

15. The Policy is applicable to all procurement activities at Transnet. The Policy will apply to
Transnet and all its Operating Divisions and Specialist Units. The Policy is intended to

Page 3
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cover all Transnet subsidiaries, affiliates or joint ventures where Transnet has a
controlling interest. The principles outlined in the Policy are applicable to all procurement
transactions, regardless of their nature or value.

CAPITAL PROCUREMENT / INFRASTRUCTURE

16. Transnefs planned capital expenditure forms the bulk of Transnefs procurement spend.
As a result, Transnet shall ensure that most of its Capital Expenditure results in the
creation of enterprise development opportunities as well as long term and sustainable
job opportunities.

16.1. Expansion, operation and maintenance of Transnefs ports, rail and pipelines
infrastructure presents a major opportunity for job creation. The provision of
infrastructure also serves to enhance efficiency across the economy, laying the
basis for stepped-up growth and employment creation in every industry. I t can
also significantl, Advance social equity goals and address inequalities in the
society.

16.2. Transnet has adopted the Project Lifecycle Process (PLP) as the standard
methodology for the development and execution / implementation of all its capita!
projects. The various phases of the PLP are detailed below:

Page 4
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Ma7n purpose: Define project optiofts

Main activitifes: Identification of conVnertial heed
a,nd options

Supply chain alignment; demand management and
planning, risk management and define governance

processes

Main purpose: Sejerf most viable ppllon

Main aptMti&s: Selection of bs$t opDer, - determine
cpttmum project solution^ evaluate via£flfty

Supply drain alignment: Define hest strategic
soj4rcui&pla!i to be follqwed end secure budgets

Main purpose: Develop project definition

Main activities: Develop best option & execution
planning - prepare a rigorous and comprehensive

plan for project Implementation

Supply chain alignment: Acquisition and Logistics
management and risk management, In anticipation

of effecting a procurement event

Main purpose: Implement project

Main activities: Design & Specificstfons;

Procurement & Construction, Commissioning

for sinrtca providers r&iponelble fore.g. const/urtionor
flliveriog of-syrtems to tmpfenunt and execute nnd, for
goodsto L-tilised Intiic ImptementaticHi/execiiiJiJn of '
projecu. Corrtract ftianagemtfit and continuous rt*

management

Main purpose; dose Project

Main activities; Handover, Ramping down of
resources & Project Close

Supply chain alignment: FlnaUse/close = contract
management (ensure contractual obligations have

been met and enhance procurement processes from
lessons learnt)
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Policy Statement

16.3. Where necessary an Engineering, Procurement and Construction Management
(EPCM) service provider will be appointed at FEL-.l. It is not necessary that the
same EPCM service provider be utilised over the entire iifecycle of the PLP.
However, the same service provider Is generally utilised for FEL-2 to FEL-4 in
order to minimise the risk to Transnet. In such instances management is required
to demonstrate why the same EPCM service provider is required for ail FEL
phases, e.g the need for an integrated approach. The selection of an EPCM
service provider must follow an open, competitive process. Furthermore, there
must be a strong emphasis on the creation of Joint Ventures (JVs) and/or sub-
contracting to accelerate transformation.

16.4. Transnet shall ensure that procurement of construction related works, goods or
services for expansion of its ports, rail and pipelines infrastructure happens in a
manner that creates sustainable jobs for South Africans. Procurement of operation
and maintenance services of the infrastructure shall be done in a manner that
supports sustainable job creation particularly among the previously disadvantaged
members of the South African society.

COMPETITION

17. It is imperative that Transnet ensure vigorous competition, particularly with regard to
infrastructure projects, in order to ensure that it obtains value for money for the goods,
services or works It procures. When competition is curtailed, for example through bid
rigging, the constitutional principles of fairness, competitiveness and cost-effectiveness
are undermined.

Policy Statement

17.1. Transnet shall ensure, through its procedures and bid documentation that all
bidders not only in relation to infrastructure projects, but all procurement
activities, commit to avoiding all anti-competitive practices including collusive
bidding.

17.2. Furthermore, Transnet shall not tolerate any collusive practices by requiring
bidders to declare whether they have recently been found guilty of such practices
and instituting blacklisting proceedings against such bidders.

PROCUREMENT PRINCIPLES

18. All Transnefs procurement activities shall be implemented in line with the following best
practice principles:

• Fairness and Transparency:
- equal treatment of bidders
- openness and accountability
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- ethical conduct

o Social Equity:
- Broad-Based Black Economic Empowerment (B-BBEE) and preferential
, procurement

• Value for money;
- com petit'veness
- cost effectiveness

POLICY STATEMENTS

Transnet as a Public Entity

19. In a free market economy, allocation of resources is determined by the principles of
demand and supply. Free market economies can range from hypothetically pure "laissez-
faire" variants to an assortment of real-world mixed economies. In a mixed economy
government can intervene and offer products and services that the private sector is not
able to offer. Government can also intervene in order to regulate certain economic
activities that may hamper overall economic growth or to direct economic activity to
follow a particular direction. South Africa is a unique type of a mixed economy given its
history of apartheid where the majority of citizens were deliberately discriminated
against. As a result, government has adopted the concept of a "developmental state",
which means that government can intervene in the economy in order to influence
economic activity in a direction that redresses economic imbalances caused by
apartheid.

Policy Statement

19.1. Transnet is a form of government intervention in the South African economy. This
means that Transnet has to follow government's development agenda. Therefore,
given its nature as a public entity, Transnet commits itself to the prescripts of
Section 217 of the Constitution and shall undertake all its procurement activities In
a manner that protects and advances persons, or categories of persons
disadvantaged by unfair discrimination, whilst at the same time undertaking
procurement in a manner that is fair, equitable, transparent, competitive and cost-
effective.

Value for Money

20. Value for money is the cornerstone of an effective public procurement system. I t is
therefore imperative that Transnet ensures that the goods and services that it procures
are fit for purpose and are competitively priced, based on Total Cost of Ownership.

Policy Statement

20.1. Transnet shall promote open competitive bidding as its default procurement
mechanism as this is the best means of obtaining value for money. All Transnet
procurement shall be done in a way that ensures that Transnet obtains quality
goods and services at competitive prices. Where possible, Transnet will look for
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V
opportunities to leverage economies of scale in its procurement activities e.g. by
concluding transversal contracts for the entire Transnet Group.

Transformation and Empowerment

21. In order to address economic imbalances which have been caused by unfair
discrimination, government developed the Broad-Based Black Economic Empowerment
(B-BBEE) Policy. In order to implement the B-BBEE Policy, government developed the
Black Economic Empowerment Strategy.

21.1. The Black Economic Empowerment Strategy is underpinned by four key principles:

• it is broad-based;
• it is an inclusive process;
o it is associated with good governance; and
o it is part of the country's growth strategy.

21.2. Government uses a number of instruments to achieve Black Economic
Empowerment, including a 'balanced scorecard' to measure progress made in
achieving B-BBEE objectives by enterprises and sectors.

21.3. An analysis of Transnet's procurement in the past 16 years reveals a considerable
effort that the company has made in advancing the objectives of Black Econonnic
Empowerment through setting of B-BBEE conditionality as part of the criteria for
tender award. Transnet also realizes the importance of using procurement as a
tool to promote transformation particularly with regard to the promotion of Black
Owned companies, Black Women Owned companies, etc.

Policy Statement

21.4. In evaluating and awarding tenders for procurement of goods and services,
Transnet shall award preference points based on the B-BBEE scorecard which
measures performance in the following areas:

o Ownership;
» Management Control;
• Skills Development;
o Employment Equity;
o Preferential Procurement;
o Enterprise Development; and
a Socio-economic Development.

2L5. In bidding for Transnet tenders, all domestic suppliers (with the exception of
EMEs) shall be required to submit a B-BBEE certificate approved either by a
Verification Agency accredited by the South African National Accreditation System
[SANAS] or by Registered Auditors approved by the Independent Regulatory
Board of Auditors [IRBA], in accordance with the approval granted by the
Department of Trade and Industry showing the supplier's level of contribution
towards B-BBEE objectives,

Page 8
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21.6. Furthermore, Transnet will encourage bidding entities to form Joint Ventures (JVs)
with black owned/biack women owned or to sub contract a minimum percentage
of a contract to black owned/black women companies.

21.7. Transnet shall also set B-BBEE targets in order to monitor and evaluate its
performance towards achievement of B-BBEE objectives. The targets will be based
on the applicable/relevant Sector Charters.

21.8. At contract negotiation stage, where appropriate, Transnet will request preferred
bidders to submit a B-BBEE improvement plan as to how they will improve their B-
BBEE status over the contract period. Transnet shall ensure that empowerment
targets are monitored and evaluated throughout the contract.

21.9. Enterprise development is a key strategic enabler to unlocking opportunities for
small enterprises through support contributing to their operational, financial
stability and growth. Transnet shall conduct market analysis in order to identify
opportunities for Enterprise Development.

Main Economic Sectors

22. Industrial policy and the IPAP form part of a larger set of Inter-related policies and
strategies, which make up government's NGP. It is an integral component of the NGP.
The IPAP II constitutes a central tool in the NGP's job-creation strategy. It is anticipated
that IPAP II 2012/13 - 2014/15 interventions will lead to significant job creation.

22.1. The key sectors that the IPAP I I 2012/13 - 2014/15 focuses on are clustered into
three groups:

• Cluster 1 - Qualitatively New Areas of Focus
• Cluster 2 - Scaled-Up and Broadened Interventions in Existing IPAP Sectors
• Cluster 3 - Sectors with Potential for Long-Term Advanced Capabilities

22.2. The Preferential Procurement Regulations, 2011 require that an organ of state
must, in the case of designated sectors, advertise such tenders with a specific
tendering condition that only iocaily produced goods, services or works or locally
manufactured goods, with a stipulated minimum threshold for local production
and content be considered. In the case of non-designated sectors, organs of
state have the discretion to include minimum local content as a bid condition.

Policy Statement

22.3. Based on the guidance from IPAP I I and in line with the PPPFA and Preferential
Procurement Regulations, 2011, Transnet shall specify tendering conditions that
will ensure that the objectives of localisation are achieved.

Unemployment Poverty and Inequality

Pages
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23. Despite significant development strides made in the past 16 years in many areas of the
South African economy, South Africa still remains one of the most unequal economies in
the world. Deep inequalities are associated with joblessness, social inequalities and the
legacy of apartheid geography. In 'sum, the economy has not yet created sufficient
employment for many South Africans.

Policy Statement

23.1. Transnet is fully committed to the objectives of the NGP and the IPAP II which
aims to improve growth end employment conditions in South Africa. Transnet
must be a major contributor to job creation. Therefore, Transnet's procurement
shall focus consistently on areas that have the potential for creating employment
on a large scale in order to contribute substantially to the national employment
creation effort.

Rural/Regional Development

24. Part of Transnefs infrastructural network passes through rural areas of the country- This
presents an opportunity for Transnet to procure goods and services in those areas.
Procuring from rural suppliers wili stimulate this relatively undeveloped sector of our
economy, resulting in further employment creation. Furthermore, there are also
opportunities to procure goods and services required in a particular region from suppliers
of that particular region.

Policy Statement

24.1. Transnet shall explore opportunities to encourage the procurement of goods and
services in rural/regional areas with the aim of creating employment.

Localisation of Supply, Economic Growth and Development Initiatives

25. The Department of Public Enterprises (DPE) has initiated a Competitive Supplier
Development Programme (CSDP), the aims of which are indicated in Figure 1 below.

1308
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Aims of th<j CSDP

Aflm

Outcomes
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Source: Introduction to the Competitive Supplier Development
Programme/ Department of Public Enterprises/ 2007

25.1. The CSDP consists of demand-side and supply-side measures aimed at increasing
the competitiveness, capacity and capability of the local supply base. State Owned
Companies (SOCs) are largely responsible for the demand-side measures.
Industry and government are largely responsible for the supply-side measures.

25.2. On the demand side, the focus of the programme is on fostering a culture in the
SOC that focuses on long term supply network development and win-win
partnerships with suppliers to achieve best value for money over the product life-
cycle rather than lowest initial cost.

25.3. The primary demand-side measures are:

a) the development by SOCs of supplier development plans which identify items
for which local supply could be expanded or developed or improved, and

b) the use of planning, specification, procurement and strategic sourcing by
SOCs as instruments to achieve the objectives in the supplier development
plans and to create a conducive environment for the development of local
supply networks.

25.4. The supply-side measures involve mobilising and providing support to the supplier
industries targeted in the supplier development plans, to assist them to develop
the capacity and capability to respond competitively to the SOC demand.

25.5. A healthy economy is one that is a net exporter. Exporting of goods is an
indication that the economy has reached a significantly mature level of
manufacturing and is thus able to meet both local and international demand for
goods.
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25.6. Despite improvements from 2005 to 2008, recent fixed investment tn South Africa
has been driven primarily by public capital expenditure of the SOCs and
government and much of the tradable content of public infrastructure investment
as well as other large components of public procurement are being Imported. At
the micro-economic level, the failure to adequately leverage public procurement
represents a huge lost opportunity to resuscitate key sectors of the economy,
raise their competitiveness and reposition them as exporting sectors of the future,
such as the metal fabrication, capital equipment and transport equipment sectors.
At the same time, South Africa is facing an unemployment crisis with
unemployment levels being estimated at least 25 percent of the population.
Improving entrepreneurial activity and elevating the role of small business in the
country is critical to addressing this social challenge.

25.7. At a macroeconomic level, high levels of imports have a potential to increase the
country's current account deficit that could lead to balance of payment problems,
and as a result threaten the macroeconomic sustain ability of SOCs and
government CAPEX programmes.

25.8. Procurement within SOCs reflects a number of weaknesses:
e A number of large on-going procurement processes are conducted on an ad-

hoc basis rather than on a long term basis. There is generally no long term
procurement planning which seeks to achieve optimal procurement size and
opportunities for domestic localisation and competitive supplier development.

• There is little alignment with key objectives such as industrial policy
imperatives in particular and to a lesser extent B-BBEE.

• There is no alignment between Industrial financing and public procurement.

26. The New Growth Path (NGP) is government's response to insufficient job growth and the
need to accelerate employment creation, income growth and reduction of inequality and
poverty. It focuses on promoting localisation, industrialisation, small business promotion,
technology transfer and sustainability, upliftment of rural areas and regional integration
as well as investment in plant and machinery locally.

26.1. The NGP knits together the Industrial Policy Action Plan (IPAP) II as well as
policies and programmes in rural development, agriculture, science and
technology, education and skills development, labour, mining and beneficiation,
tourism, social development and other areas.

26.2. The NGP has Identified six priority areas for job creation: infrastructure
development, agriculture, mining, manufacturing, the "green" economy and
tourism.

26.3. The NGP identifies a number of job drivers, led by agriculture, mining,
manufacturing, tourism and other high-level services, which can create substantial
employment. It proposes both sector interventions and a package of macro-
economic and mlcroeconomic policies designed to ensure that the economy
becomes more competitive and more employment friendly. Government has set a
target of creating 5 million jobs by 2020 through the NGP.
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Policy Statement
26.4. Transnefs procurement shall be conducted in a manner that is inclusive (through

increased participation of SMMEs and black-owned firms in genera!) and builds
industry capacity around its build programmes. Transnet shall identify
programmatic/strategic procurement and develop long-term procurement and
local content plans. Tender requirements shall include local procurement and
supplier development which will also address the transformation agenda and aim
to achieve industrialisation and localisation objectives.

26.5. In line with the supplier development requirements placed on SOCs by the DPE,
Transnet has developed and will implement a supplier development plan in order
to ensure local supply of goods and services.

26.6. The supplier development plan will aim to:

• increase procurement from black-owned firms;
• contribute to economic growth through employment creation, rural

development and skills development (preferential procurement);
• provide achievable SD targets backed by an analysis of commodities with

potential SD opportunities
• develop technologies locally and create sustainability;
• develop local small and medium industries in order to enable them to supply

Transnet with high-quality, globally-competitive goods and services
(enterprise development);

o improve the quality, efficiency and cost-effectiveness of services provided by
Transnet, as a result of it obtaining more competitive goods and services
from local suppliers;

a improve the competitiveness of Transnet as a result of procurement savings
from engaging innovative, responsive and more competitive suppliers;

o establish collaborative relationships with public and private entities to ensure
sustainable supplier development/domestic procurement opportunities;

« utilise the SD strategic approach to focus on OEM/Multinational suppliers in
order to influence them to engage lower tier black suppliers; and

• ensure that an effective monitoring, evaluation and reporting system is in
place to maximise SD value.

26.7. Transnet shall put in place a pre-tender process in relation to strategic
procurements with the following elements:

• A detailed breakdown of demand, identifying, inter alia, areas of repeat
procurement and opportunities for standardisation.

« A detailed supply analysis which identifies existing domestic supply capacity
and transformation/empowerment opportunities.

« A gap analysis which identifies areas for domestic procurement based on both
existing capacity and capacity that can be built through active supplier
development.

• Inclusion up-front in the tender of domestic procurement requirements and
transformation/empowerment,
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26.8. In terms of the Regulations issued in terms of the Preferential Procurement Policy-
Framework Act 5 of 2000/ Transnet shall also apply a stipulated minimum
threshold for local production and content in designated and non-designated
sectors to eliminate the practice of "import fronting". In such instances, only
suppliers providing domestically produced goods and services will be considered.

The Green Economy

27. Business, labour and government have committed to building a green industrial base in
South Africa by increasing investment in the green economy, enhancing renewable
energy procurement, the development of blo-fuels, clean coal initiatives, promoting
energy efficiency across the economy, waste recycling, reducing carbon emissions
through improved public transport and a shift in moving freight from road to rail.

, Policy Statement
v 27.1. Transnefs contribution to the green economy objectives shall be achieved

through the concept of green procurement which is the purchase of
environmentally friendly products and services. By setting environmental
requirements in its RFP and contract templates, Transnet will ensure that it achieves
this policy objective.

Social Economy

28. Companies can no longer do business for the sole purpose of making profit. If a
company does not invest in the community within which it is located, its future
sustainability will not be guaranteed. The outcomes of the World Summit on Sustainable
Development (WSSD) held in 2002 in Johannesburg resulted in the Johannesburg Plan
of Implementation (JPOI). One of the key outcomes of the WSSD and the JPOI is the
establishment of public-private partnerships and other forms of partnership that give
priority to addressing the needs of the poor, Specifically, it also endorses the notion that
industry be encouraged to improve social and environmental performance through
voluntary initiatives, and encourages dialogue between industry and communities.
Governments are also encouraged to support these partnerships to help with the
implementation of the JPOI's objectives.

Policy Statement

28.1. The outcomes of the WSSD have set a platform through which Transnet can use
procurement to achieve sustainable development goals. Where feasible, Transnet
shall, fn bid documents, promote subcontracting and Joint Ventures with Small
Micro Medium Enterprises (SMMEs) and with B-BBEE enterprises where the B-
BBEE or SMME enterprises will be unable to fulfil all bid requirements itself due to
the size or nature of the requirement.

POLICY IMPLEMENTATION

Implementation Strategy
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29. Transnet's Supply Chain Management Unit shall develop a strategy for the
implementation of the policy.

Systems

30. Transnet shall undertake a review of its current procurement implications for institutional
arrangements fn order to ensure development and implementation of an effective and
efficient supply chain management framework/system for procurement of goods and
services and the disposal of assets and goods that are no longer needed. The supply
chain system for procurement of goods and services and the disposal of assets must be
fair, equitable, transparent, competitive and cost-effective. The framework/system shall
include at a minimum the following aspects:

o Demand management and Planning;
• Acquisition management;
• Contract management
o Logistics management;
e Disposal management;
• Risk management; and
• Regular assessment of supply chain performance,

30.1. Demand Management and Planning
Business has a clear understanding of the possible sourcing and supplier
development initiatives that a transaction could offer by understanding at the
onset what is required. It is thus important for.iSCM to integrate with business
users earlier to fully understand the potential opportunities that may exist. The
identification of sourcing and SD opportunities occurs too late during the sourcing
process and needs to be addressed from the outset of the planning phase. SD
needs to be incorporated into the "business as usual activities" as opposed to
being viewed fn isolation as this decreases the value that can be derived from the
available opportunities.

30.2. Acquisition Management
The system being put in place must also provide for:

o Bidding procedures;
o The establishment, composition and functioning of bid specification, bid

evaluation and bid adjudication committees;
o Selection of bid committee members;
• Adjudication of bids through a bid adjudication committee; and
• Approval of bid evaluation and/or bid adjudication committee

recommendations.

The system must have the minimum of the supply chain management system
aspects reflected below prescribed by government customised to Transnefs
procurement environment
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Source; Supply Chain Management: A guide for Accounting Officers and
Accounting Authorities, Treasury

In addition, Transnet will introduce e-procurement tools in line with national and
international best practice and make use of best of breed systems so as to ensure
efficient and effective supply chain processes are in place.

30.3. Contract management
Transnet will ensure that policies and procedures exist for the Contract
Management process and are standardised across Transnet, Contract
management will be planned adequately and efficiently to enable Transnet to
achieve its business objectives, Contracts will be managed in a manner that
ensures that all goods and services are properly and efficiently delivered against
the agreed standards and targets set out in the contract. Transnet will ensure that
it effectively and efficiently manages and maintains all supplier relationships. All
contracts will be adequately retained and maintained on SAP or filed manually.
Transnet will ensure that all contracts have been properly approved, finalised and
archived.

30.4. Logistics management
Transnet will ensure that Inventory is re-ordered promptly, at an appropriate
level, to ensure availability when required. Material items will be appropriately
defined and set-up with correct specifications. Transnet will implement
appropriate controls to ensure that inventory is appropriately safeguarded and
secured.

30.5. Disposal management
Transnet will ensure fairness and diligence in the conduct and accounting of all
scrap disposal business practices that are adopted and will ensure that all
processes are supported by duly documented, approved and accessible policies
and procedures.

30.6. Risk management
Transnet has adopted the Enterprise Risk Management (ERM) methodology in
managing risk within iSCM. iSCM will ensure continuous identification, assessment,
mitigation and management of risks on a regular basis in order to deliver on its
mandate.

Page 16

0058-0374-0001-0250

TRANSNET-REF-BUNDLE-03202



1315

Transnet Supply Cha p Policy

30.7. Regular assessment of supply chain performance
Refer to paragraph 37 below on Compliance Monitoring and Evaluation.

Policy Implementation Procedures

31. The current Transnet Procurement Procedures Manual shall be regularly reviewed in
order to ensure alignment with this policy.

Evaluation methodology

32. The standard evaluation methodology that is followed within Transnet is depicted in
Annexure A.

Skill Capacity of the Supply Chain Management Team

33. Transnet shall ensure that the current staff and newly recruited staff are well qualified
and trained to ensure successful implementation of the Policy.

Roles and Responsibilities

34. The roles and responsibilities for this policy is as follows:

. Accountable : Group Executives and Chief Executive Officers
Responsible : General Managers and Senior Managers
Informed ; All Employees involved in Supply Chain activities
Supports : All departments involved/interacting with Supply Chain
Monitors & maintains : Group Integrated Supply Chain Management
Policy Owner : Group Chief Supply Chain Officer
Policy Sponsor : Group Chief Financial Officer

35. The roles and responsibilities of all the structures hereunder are defined only from the
perspective of Supply Chain Management.

35.1. Board Acquisitions and Disposals Committee (BADC)

The Transnet Board comprises of Board members appointed from time to time by the
Minister of Public Enterprises. For the acquisition and disposal of Transnet assets, the
Board has delegated powers to the BADC. The Committee must have and maintain:

(i) An appropriate Supply Chain Management system, which is fair, equitable,
transparent, competitive and cost-effective; and

(ii) Effective, efficient and transparent systems of financial and risk management and
internal control.

The BADC members must:
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(i) Act with fidelity, honesty, integrity and in the best interest of the Transnet in
managing its financial affairs, including the avoidance of conflict of interest and
provide safeguards against favouritism, improper practices and opportunities for
fraud, theft and corruption;

(ii) Prevent any prejudice to the financial interests of Transnet or the State;
(iii)Take effective and appropriate steps to prevent irregular expenditure, fruitless

and wasteful expenditure, losses resulting from criminal conduct and expenditure
not complying with the operational policies of Transnet;

(iv) Ensure that expenditure of Transnet is procured in accordance with the approved
budget; and

(v) Approve certain bids not delegated to any other Acquisition Council.

The BADC may delegate powers and duties or instruct specific officials In Transnet to
perform any of the duties assigned to it.

35.2. Group Chief Financial Officer (GCFO), Group Chief Supply Chain Officer
(GCSCO) and Chief Procurement Officer (CPO)

The GCFO/OD CFO, GCSCO and OD CPO shall ensure that an effective internal
monitoring system is in place and implemented in order to determine that the
outlined processes are being adhered to and the expected deliverables are being
achieved.

The GCFO and GCSCO must report to the BADC at prescribed reporting times on the
following aspects among others:

o Total procurement spend as weli as procurement strategies;
• Performance relating to B-BBEE targets;
• Performance in relation to the SD Programme including the NGP;
• Process disputes and information regarding deviation of processes followed; and
• Any other pertinent information required on tenders, procurement policies and

procedures.

35.3. iSCM Council

iSCM Council members shall ensure that the Policy is implemented uniformly across
all Transnet Divisions.

35.4. Acquisition Councils

Acquisition Council members shall ensure that procurement processes are aligned to
the Policy across the various Transnet Divisions.

35.5. Specific Officers' Roles and Responsibilities
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Specific officers' roles and responsibilities shall be aligned with Transnet's effective
Delegation of Authority Framework.

RELATED INFORMATION AND REFERENCE

36. This policy should be read in conjunction with the following supporting guidelines:

36.1. Internal Documents:

• Code of Ethics
• Declaration of Interest and Related Party Dislosures Policy
« Gifts Policy
• Delegation of Authority Framework
• Broad Based Black Economic Empowerment Policy
• Group Compliance Policy
• Counterparty Risk Management Policy
• Procurement Procedures Manual
© Contract Management Policy

35.2. External Documents
Applicable government policies including:

• The New Growth Path
• Local Procurement Accord
• Industrial Policy Action Plan

36.3. Regulatory Requirements:

Transnet recognises the importance of complying with all applicable regulatory
requirements as reflected in the Transnet regulatory universe. Transnefs
procurement activities are guided by various pieces of legislation and regulations.
Transnet shall ensure full compliance with all legislation that is pertinent to its
functions, in particular relevant procurement legislation. Specific reference is
made to:

• The Preferential Procurement Policy Framework Act No. 5 of 2000;
o The Public Finance Management Act No. 1 of 1999;
o The Promotion of Administrative Justice Act No. 3 of 2000;
© TTie Broad-Based Black Economic Empowerment Act No. 53 of 2003 and

Codes of Good Practice; and
« The Construction Industry Development Board Act No. 38 of 2000.

Ethics

37. Transnet's Code or" Ethics sets ethical standards for business practice and individual
business conduct. It assists all Transnet stakeholders with their ethical deliberations and
decisions. The objective of the Code of Ethics as it relates specifically to the Supply
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Chain environment is to set the standard by which all Transnet Board members and
employees (including employees employed on fixed term contracts and temporary
employees) are expected to act when engaging in any supply chain related activities.
This will earn Transnet the reputation of being:

a) transparent and fair in all dealings and disclosures;

b) politically unbiased;

c) committed to providing quality products and services;

d) proud of its integrity and credibility;

e) consistent in honouring its social, legal and moral obligations;

f) responsible and accountable; and

g) reliable and aware of the need to foster loyalty and long enduring
relationships with ali its stakeholders,

38. All Transnet employees should uphold the following key values:

a) treat people with respect and dignity;

b) act with integrity and professionalism at all times;

c) be honest;

d) be committed and dedicated to high quality performance;

e) be customer orientated;

f) be fair;

g) respect and maintain the confidentiality of sensitive information gained
through association with Transnet;

h) maintain accurate, honest and complete records in appropriate detail;

i) protect Transnet's assets;

j) treat all colleagues/ customers and suppliers with respect and dignity and
foster a productive environment free of harassment, intimidation and

{.,} discrimination;

k) trust each other and be professional in conduct both within and outside
the work environment such that the conduct will not reflect negatively
upon Transnefs image and reputation;

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;

m) desist from allowing personal interests to influence business decisions or
tasks and disclose any actual or potential conflict of interest;

n) honour the content and spirit of all business transactions and do not abuse
or harm Transnet's reputation or assets or interests;

o) be honest and transparent in all actions and promote a corporate image of
integrity, honesty and stringent business ethics;
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p) maintain an attitude of zero tolerance toward any form of bribery,
corruption and inducements;

q) exceed internal and external customer expectations through superior
service and quality in all tasks performed which is free of all prejudice and
dishonesty;

r) listen to customers. Understand their needs and propose customized
solutions and services that meet their requirements;

s) respect and maintain the confidentiality of sensitive information gained
through association with Transnet;

t) maintain all records in appropriate detail, and conform to the application of
regulations and to Transnefs internal control systems;

u) utilise Transnefs assets for work purposes and not for personal benefit;
and

v) not expose Transnefs assets to loss, damage, misuse or theft.

COMPLIANCE MONITORING AND EVALUATION

39. Monitoring involves the systematic, regular collection and analysis of information to
identify and possibly measure changes over a period of time. Monitoring is a
management function that guides behaviour in the intended direction and to check
performance against pre-determined plans. Monitoring involves watching the progress of
a project against time, resources and performance schedules during the execution of the
project and identifying lagging areas requiring timely attention and action. Monitoring
involves the collection of data about what is happening.

40. Evaluation involves the analysis of the effectiveness and direction of an activity and
involves making a judgement about progress and impact. Evaluation is about why things
are happening. It looks at the long term effects of a project.

40.1. There are five criteria for evaluation:

(i) Relevance (Did the project solve the problem that was identified?)
(ii) Efficiency (Do the benefits of the project outweigh its costs?)
(iii) Effectiveness (Did the project achieve its intended objectives and outcomes?)
(iv) Impact (Has the project made any difference in the lives of the intended

beneficiaries?)
(v) Sustainability (Will the project continue to give benefits long after the initial

investment without having to invest more money into it?)

40.2. Monitoring and evaluation are done in order to:

• Assess results to find out if and how objectives are being met and resulting in
desired changes;

• Improve management and process planning;
• Promote learning;
• Ensure accountability; and
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• Inform policy analysis and development.

Policy Statement
41. Treasury Regulation 29.2.2 directs that:

"The shareholder's compact must document the mandated key procedures for
quarterly reporting to the Executive Authority in order to facilitate effective
performance monitoring, evaluation and corrective action."

41.1. To this end, Transnet shall establish a monitoring and evaluation system in order
to ensure overall performance monitoring and evaluation of the use of
procurement as an economic transformation and developmental tool.

41.2. Development of the monitoring and evaluation system shall involve undertaking of
a situational analysis of the supplier landscape in order to establish a baseline,
development of performance indicators, Identification of data sources and setting
of performance targets on the basis of the baseline.

FINANCIAL IMPLICATIONS

42. An annual training programme will be implemented in order to ensure proper
implementation of the Supply Chain Policy and Procedures. There is a budget of
R590 000,00 available for this purpose.

EXCLUSIONS

43. There are no exclusions to this policy.

REQUEST TO DEVIATE FROM THE POLICY

44. In cases where material and compelling circumstances merit deviation(s) from particular
provision(s) of a policy, written submissions shall be sent to the BADC, who shall have
full authority to grant such request, in whole or in part, or to refuse same.

NON-COMPLIANCE

45. Breaches of this Policy will be seen in a very serious light. Employees who do not comply
with the Policy may be subject to disciplinary action in terms of the applicable Transnet
disciplinary processes and procedures.
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Interpretation and Definitions

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

1.1 "Alternative Dispute Resolution" (ADR) refers to the process of resolving disputes among parties without
necessarily resorting to court action, although the agreements and outcomes may be legally binding. ADR
processes include conciliation, mediation, adjudication and arbitration.

\2 "Board" means the Board of Directors of the Company and includes the Board when it acts in tfie capacity
as the Divisional Board of the deemed Authority under the National Ports Ad No. 12 of 2005;

1.3 "Board Reserved Matters" means matters reserved by the Board as set out in Annexure *A "of the
Delegation of Authority Framework approved by the Board.

1.4 "CAPIC" means the Capital Investment Committee, a committee of the Group Executive Committee which
has been established to make decisions regarding capital expenditure;

1.5 "CE" means Chief Executive of an Operating Division;

1.6 "Chairperson" means the person who 'is appointed as the Chairperson of the Board as per the MOI;

1.7 "Company" means Transnet SOC Ltd including its Operating Divisions gnd Specialist Units, with registration
number 1990/000900/30 and "Transnet" shall have a corresponding meaning:

1.8 "Company Strategy" means the strategy for the Company as approved from time to time by the Board;

1.9 "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 carries out the physical wort 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 but merely gives a recommendation, based
on his expertise, of the best solution to a specific problem. That proposed solution, ff acceptable to Transnet,
still has to be acquired, built 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

1.10 "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;

1.11 "FRMF" mean Financial Risk Management Framework;

1.12 "GCE" means Group Chief Executive;

1.13 "GCFO" means Group Chief Financial Officer;

1.14 "GCSCO" means Group Chief Suppfy Chain Officer,

1.15 "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;

1.16 "Group Executive (GE) or Group Executive nominee" refers to the Group Executive responsible for the
supporting business or his/her nominee;

1.17 "Head of Legal" refers to the most senior employes with i Legal qualification In the respective Legal
Department;

1.1B "Internationa! agreements" means agreements which are required to be construed in accordance w'th the
laws of a foreign jurisdiction Including tile neighbouring countries;

1.19 "Memorandum of Incorporation" or "MOI" means the constitutive documents of the Company, as
amended;
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1.20 "Neighbouring Countries" means countries sharing a border with the Republic of South Africa;

1.21 "Operating Divisions" means the Operating Divisions of Transnet, namery, Transnet Freight Rail, Transnet
Engineering, Transnet National Ports Authority, Transnet Port Terminals and Transnet Pipelines;

1.22 "PFMA" means the Public Financial Management Act 1 of 1999 (as amended}, read together with its
regulations' including Treasury Regulations;

1.23 "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) of the Companies Act, Act 71 of
2008, read with Regulation 38. Within the Company, members of Group Exco are designated Prescribed
Officers;

1.24 "Rental" means money payable for the hire of movable and immovable property in terms of a lease
agreement, but excludes the payment of operational expenses and costs.

1.25 "Shareholder" means the Government of the Republic of South Africa represented by the Shareholder
Minister.

1.26 "Shareholder Minister41 means the Minister of Public Enterprises as defined in the MOl;

1.27 "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;

1.28 "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 Specialist Unit GE 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
GE;

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

1.30 "Transnet" means the Company with its Subsidiaries and Operating Divisions/Specialist Units as stated in
clause 1.7 above.

1.31 "Treasury Regulations" means the regulations issued in terms of section 76 of the PFMA, amended from
time to time,

1.32 "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

1.33 "VAT" means Value Added Tax. All amounts indicated in the document are exclusive of VAT.
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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 sH of the duties, obligations and powers imposed upon the deemed Authority under the National Ports Act 12
of2005.

Application

3.1 This Delegation of Authority 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 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 Plan. Annual Budget and Borrowing Strategy and/or Funding Plan of the Company as

approved by the Board from time to time;
- Project and Programme Frameworks;
• 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 The Delegation of Authority Framework shaO be sub-delegated to Group Exco and Extended Exco within 30
days from the date of signature by the GCE.

3.5 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;

4.1.3 the powers delegated by the original bearer of authority cannot be sub-delegated further by the designate unless
expBritly stated in the certificate signed by the original bearer of authority; and

4.1.4 the sub-delegated authority may be revoked In writing, at any b'me 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.
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4.3

4.4

4.5

5

With respect to el matters and authorities specifically fisted in clause S 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® being complied with.

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.

AH delegations of authority, signed by the original bearer of authority and accepted by the designate, must be filed with
the Office of the Group Secretariat prior to the effective date.

Company Authorities

Limits of authority have been defega/ed by the Board of Directors to the 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 relevart governance structures immediately thereafter.

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

5.1 Capital Expenditure

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

NOTE 2: Capital expenditure may only be authorised if the project has been approved and a warrant number
has been issued by ttie relevant authority. All requests for capital expenditure exceeding the
Divisiona] CE's Omit must be submitted to the Principal Specialist Governance and Assurance.

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

Approval
Authority

Operating
Divisions

Approval
Authority

Specialist
Units

DO
ExCtrfCE

excluding
TFR

Up to but
not

exceeding
RJOOm

TFR
Exeo/CE

Up to but
not

exceeding
R«0m

Group Exco Member

Up to but not exceeding
R20m

CAPICKJCFO

Up to but not
exceeding

RSOQm

CAPC/OCFO

Up to but not
exceeding

RSOOm

Group Exco
/GCE

Up to but not
exceeding
R1200ni

Group Exco
/GCE

Up to but not
exceeding
RiSOOm

Acquisition! ind
Disposal!
Committee

Up to but not
exceeding R2QO0m

Acquisitions and
Disposals
Committee

Up b but no!
exceeding RMCQm

Board

Up lo but not
exceeding
R4400m

Board

Up to but not
exceeding
RWOQm

Shareholder
Minister

Exceeding
RUOOm

Shareholder
Minister

Exceeding
R440Om

"Refer to Materiality and Significance Framework. If the set limit (R4400m) 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.
• Afl 1CT projects requiring approval must be signed off by the Group Executive: EIMS.
• 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 capitalisations of maintenance projects (COPEX) irrespective of the
value of the project provided that it has been Included in the Corporate Plan. It is mandatory that submissions to
the Group Exco/GCE have been recommended by the approval bodies leading up to the Group Exco/GCE i.e.
OD CAPIC and Group CAPIC.

• Front end loading (FEL) studies are to be submitted to CAPIC based on the value of the underlying asset on
which the study is based, e.g. If the FEL study is for an asset that exceeds R200m (R400m for TFR) then the

Delegation of Authority Framework approved on 28 August 2014 Page 6
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5.1.2

FEL study irrespective of its stage requires approval from Group CAPIC Please refer to the Accounting Policy for
Conceptual, Pre-feasibility and Feasibility Studies when capitalising FEL studies.

• Approvals exceeding R2000m but less than R4400m in ETC are to be reported to the Shareholder Minister

Unforeseen CAPEX (not included In budget/Corporati Plan) .

Approval
Autfiortty-*

Operating
Divisions

Approval
Authority - •

Spedafst
Units

ODExco/CE
excluding TFR

Up ID but not
exceeding
R50fn

TFRExco/CE

Up to but not
exceeding
R7Sm

Group Exco Mimber

Up to but not exceeding R20m

CAPtCKSCFO

Up to but not
exceeding
R400m

CAPtC/GCFO

Up b but not
exceeding
R400m

Group
ExtofGCE

Up to but not
exceeding
R700m

Group
ExccJGCE

Up k) but not
exceedmg
R700m

Acquisition!
and Oispctals

CommfttM

Uptobutnot
exceeding
RIOOOm

Acquisition!
and Disposals

CommfttM

Up to but not
exceeding
RIOOOm

Board

Up to but not
exceeding
R4400m

Board

Up to but not
exceedifig
R4400m

Shareholder
Minister

Exceedrg
R«00m

Shareholder
Minister

Exceeding
RHOOm

•Refer to Materiality and Significance Framework, tf the set limit (R4400m) is exceeded then the Board has to consider
and recommend to Shareholder Minister for approval.

• AD unforeseen Capex approved by Operating Divisions/Specialist Un'rts within their delegated authority, must
be reported on a quarterly basis to Group Financial Planning.

• Amounts indicated above exclude the capitalisation of borrowing costs.
• AH ICT projects requiring Transnet approval must be signed off by the Group Executive: Enterprise

Information Management Services - -
• Approval limits are per project at Operating Divisional level subject to an aggregate divisional limit of R200m

per annum and R4Q0m 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 wilt 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

0
Approval Authority

Operating Dwsons

Approval Authority

Specials! Units

0 0 ExcofCE
txcludlngTFR

ETC maybe
Increased to a
maximum of

RZWm, Increases
beyond this

amount may only
be approved at
Transnel Level

TFRExco/CE

ETC may be
increased to 3
maximum of

R400m. Increases
beyond this amounl

may only be
approved at

Transnet Level

Group Exco Member

ETC may be increased to a maximum of
R20m, Increases bfyond tvs amount may

onfy be approved at Transnet Level

CAPOGCFO

Up to but not
exceeding

RflOQm

CAPIC/GCFO

Up to but not
exceeding

RSOOm

Group Exco/
GCE

Up to but not
exceeding
R12Q0m

Group Eico/
GCE

Up to but not
exceeding
R1200m

Acquisitions and
Disposal*
CommlttM

Up to but not
exceeding RHOOm

Acquisitions and
Disposal!
CommittM

Up to but not
exceeding R1400m

Boird

Exceeding
RUOOm

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%.
Al ICT projects requiring approval must be signed off by the GE: EIMS.
AH cost increases In excess of 25% of the approved budget for a project must be reported to Transnet
CAPIC/GCFO.
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5.1.31

51.5

o

• 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 not be expended on projects interchangeably.

• Increases in ETC of a project that results in Hie project exceeding a specific committee's approval limit needs to
be submitted to the next approval body. If CAPIC approved a project at ETC of R700m, and the increase
required is R200m then the final approval body for the increase win be Group Exco as the new ETC of R900m is
beyond CAPIC's limit

• Requests for Increases in ETC need to be submitted to the approval body that originally approved the project If
Board approved a project to the value of R2100m, any increases to this project will require Board approval.

Any increase in excess of Ihe annual approved capital investment budget must be submitted ta CAP1C/GCFO for
approval. Where the GCFO has approved an Increase, the submission should be tabled at the subsequent CAPIC
meeting for information purposes.

51.4 Asset Write-off/Scrapping: Movable Assets

Approval Authority

OperaSng DMsions

Approval Authority

SperiaSst Units

OD Exco/C£
excluding TFR

Up to but not
exceeding R10m

TFR
Exco/CE

Up to but no*
exceeding

R50m

Group Exco Member

Up to M not exceeding R5m

Clplc/GCFO

Up to but not
exceeding RIOOm

Caplc/GCFO

Up to but not
exceeding RIOOm

Croup
ExcofGCE

Up to but rot
exceeding

R250m

Group Exco/
GCE

Up to but not
exceeding

R250tn •

Acquisition!
•nd Disposals

Commfttee
Up to but m l

exceeding
R700m

Acquisition!
ind Dfepciita

Committee
Up to but not

exceeding
-R700m •

Board

Exceeding
R700m

Board

Exceeding
R700ffl

'Refer to Materiality and Significance Framework. If the set limit (currently R4400m) 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 R10m and above
R50m m the case of TFR must be reported to CAP1C/GCFO quarterly.

• Divisional Investment committees are to monitor the limits pertaining to the respective OD and to escalate
submissions to Transnet 'rf (he respective OD limits are reached.

Asset writ e-offi Scrap ping/Demolition of Immovable Assets (excluding land] e.g. buildings, structures

Approval Authority

Operating Divisions

Approval Authority

SpedaSsl Units

OD Exco/CE
excluding TFR

Up to but not
exceeding RIOm

TFR
Exco/CE

Up to but not
exceeding

R50m

Group Exco Member

Up to but not exceeding R5m

Caplc/GCFO

Up to but not
exceeding

R150m

Caplc/GCFO

Up to but not
exceeding

RIOOm

Group Exco/
GCE

Up to but not
exceeding

R25Om

Group
Exco/GCE

Up to but not
exceeding

R250m

Acquisitions
and

Disposals
Committee

Up to but not
exceeding

R300m

Acquisitions
and

Disposals
Committee

Up to but not
exceeding

R300m

Board*

Exceeding
R300m

Board*

Exceeding
R30Cm

'Refer ta Materiality and Significance Framework. If the set limit (currently R4400m) is exceeded then the Board need
to consider and recommend to the Shareholder Minister for approval.

• The above amounts refer to an estimated market value at that point in time and are a cumulative annual Emit
• Divisional investment committees are ta monitor the limits pertaining to the respective OD and to escalate

submissions to CAPIC if the respective OD limits are reached
• Write-offs below R10m and below R50m in the case of TFR must be reported to CAPIC/GCFO quarterly.

5.1.6 Disposal of Movable Assets (excluding sale of scrap)
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Approvi l
Au thor i t y - *

Operating
Drvtforu

Approval
Author i ty-*

Specialist Units

OD Exco/CE*

Up to but nol exceeding
R50m

Group Exco Msmbf r

Up to but not exceeding
RSm

CapWGCFO

Up to but not
exteedjro. R I M m

CaplcfGCFO

Upbbutnof
exceeding R100m

Group
ExcofcCE

Uptobutnot
exceeding R250m

Group
Ezco/GCE

Uptobutnot
exceeding R250m

Acquisitions ind
Disposals
ComrafttH

Up to but not
exceeding R700ni

Acquisitions i n d
Disposals
CommittM

Up to but not
exceeding R7Q0ra

Board"

Exceeding R7 00m

Board**

Exceeding R70Om

'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 to monitor limits pertaining to their OD, and b escalate submissions to

CAPIC once the respective OD limits are reached.

"Refer to Materiality and Significance Framework. If the set limit (currently R44Q0m) is exceeded, then the Board need
to consider and recommend to the Shareholder Minister for approval.

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

Approval Authority —
Operating OMsions

Approvit Authority - »
SpeciaSst Units

ODC£

m
Group Exco Member

Nil

GCFO
Nil

GCFO

Na

GCE
UnEmited

GCE
Unlimited

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

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

5.1.8 Alienation/acquisition of Immovable property (land and servitudes)

Approvi l
Authority—

Operating
Chitons

Approvil
Author i ty - .

Specials!
Units

OOExcoTCE
excluding TFR

Uptobutnot
exceeding

RIOm

TFR
Exco/CE

Uptobutnot
exceeding RSOm

Group Exco Mimber

Up to but not exceeding Rim

Capfc/GCFO

Uptobutnot
exceeding

R200m

CapirJGCFO

Upbbutnot
exceeding

R200m

Group
EuofGCE

Up to but not
exceeding

R350m

Group
Exco/GCE

Uptobutnot
exceeding

R350m

Acquisitions ind
Disposals
Commfttet

Up to but not
exceeding RSOOm

Acquit Nans i n d
Disposals
CommittM

Uptobutnot
exceeding RSOOrn

Board"

Exceeding R500m

Board"

Exceeding R500m

'Refer to Materiality and Significance Framework. If the set Emit (R44Q0m) is exceeded then the Board need to
consider and recommend to the Shareholder Minister for approval.
• Approval limits are per transaction and are with reference to market value
• All transactions entered Into in terms of the above must be reported to 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 Transnet Property.
• Amounts Indicated above exclude the capitalisation of borrowing costs.

51.8.1 Newly Identified properties to be Included on th« non-cor? list (Book value of Individual properties)

GE: Tnnsnat Property

Up to but not exceeding
RSOm

CCFO

Up to but not exceedng
RIOOffl*

GCE

Up to but not exixedrg
R200m

Acquisitions and
Disposals Commttttt

Up to but not
exceeding FOOOm '

Board

Exceeding R3CQm

' These disposals must be reported to Capic//Group Exco/Acquisitions and Disposals Committee/ Board
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5.2

V

V

52.4

Treasury

Treasury Policies

5.2.5

Approval Authority--

Fnancial Risk
Management Framework

Group
Tnaiuref

Recommend

OCFO

Recommend

GCE

Recommend

Risk

Noting

Audit
Committee

Recommend

Board

Approve

NOTE 1 : Only approved financial instruments as approved in terms of the applicable Treasury Financial Risk
Management Framework approved by the Board and subject to such limits determined In accordance with such
framework may be utilised In the Treasury operations.

5.2.1 InterTransnet Debt (Treasury Inter Trans net debt write-off)

Approval
Authority—»
Operating
Divisions

Specialist
Until

Deputy Treasurer
Operation)

Up to tut not exceeding
R5m

Up ta but not exceeding
R2m

Group Treasurer

Up to but not exceeding RlOm

Up to but not exceeding RiOm

GCFO

Up to tut not exceeding
R20ffl

Up to but not exceeding
R20m

GCE

Exceetfng R20m

Exceeding R20m

All breaches of the above lirruts 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

Tridsn and Chief Trader

Up to but not exceeding
Rim

Deputy Treasurer Front Office

iJp to but net exceeding R l Sm

Group Treasurer

Up to but not
exceeding R2.&D

GCFO

Uptobutnol
exceetfing

R5m

GCE

Exceeding
R5m

All breaches of the above limits to be reported to the Audit Committee
Note: The above limits are aggregate desk limits

5.2.3 Buy and sell back and sell and buybacktransactlons (Expressed In nominal terms)

Approval
Authority—*

Group

Durattofl Lfmt

Traders ind Senior
Traders

Up to but rx* .
exceeding R250m
2 weeks

Chief Trader

Up to but not
exceeding R500m
3 weeks

Deputy Treasurer
Front Office

Up to but not
exceeding R750m
1 month

Group Treasurer

Up to but not exceeding
RiOOOm
1 month

GCFO

Exceeding R l
000m
> 1 month

All breaches of the above limits (amount or tenure) to be reported to the Audit Committee.
Approval limits are per transaction/event

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

Approval
Authority - •

Group

Trader*

Up to but not
exceeding an
aggregate
equivalent of 320m
per day (desk total)

Chief Trader

Up to but not
exceeding an
aggregate
equivalent o(
WQmperday
(desk total)

Deputy Treasurer. Front
Office

Up to but not exceeding an
aggregate equivalent of
JlOOm per day (desk total)

Group Treasurer

Uptobutnol
exceeding an
aggregate of S250m
per day (desk total)

GCFO

Exceeding a dairy
equivalent of
S250m(desk
total)

All breaches of the above limils 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
Slum

Not exceeding 18 Months

Group Treisurtr

Submissions not exceeding J toom

Not exceeding 3 yean

GCFO

Submissions exceeding S 100m

Exceeding 3 years

All breaches of the above limits (amount or tenure) to be reported to the Audit Committee.
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5.2.6 Foreign Exchange Hedging Transactions: Extensions, early take upa (expressed In USD equivalent)

5.2.7

Approval Authority

Group

Tradan

Not exceeding s i
aggregate equivalent of
J20m per day (desk
total)

Chief Trader

Not exceeding an
aggregate equivalent of
350m per day (desk total)

Deputy Treasurer. Front
Offict

Not exceeding an aggregate
equivalent of % 100m per d ay
(desk total)

Croup Treisurw

Exceeding an aggregate
ofJ100mperday{desk
total)

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

Approval of FX hedges to be hedged by external suppliers on their balance sheet for goodsfcervfces to be
delivered to Transnet in respect of Rand agreements Involving foreign content

Approval
Authority

Group

Trader?

NotexceedngStOm

Chief Trader

Not eiceedng J25m

Deputy Treaiurtr Front
Offlct

Not exceeding SMm

Group Treasurer

Exceeding 550m

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 *rt 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.

5.2.8 Interest Rate Risk Hedging

Approval
Authority

Group

Tenure

Notional Amounts

Notional amount of hedge expressed in USD or
equivalent in RAND (FX loans and leases)

Group Trtasurcr

Up to but not exceeding J 100m or
equivalent h RAND

Not exceeding 5 years

GCFO

Exceeding $ 100m or
equivalent in RAND
Exceeding 5 years

All breaches of the 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.

5.2.9 Hedging of fuel risk exposures (RAND and USD)

Approval Authority - •

Tenure
Notional hedge expressed «i
USD or equivalent in RAND

Group Treasurer
Not exceeding 6 montfts

Not exceedr? S25m or equivalent In RANO

GCFO
Not exceeding 18 months

Exceeding 525m of equivalent r RAND

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 first priority will be to fix the contract through ZAR based agreement If not then exposure to be taken on Balance
Sheet, subject to hedged accounting This will limit volatility and bring certainty in terms of the Rand
The above limits are applicable per hedging submission.
NotB: Where no specific limit is mentioned, the FRMF policy on commodity (fuel) risk will apply.

5 2-10 Hedging of commodity risk exposures In supply agreements, Including escalation (other than fuel) In FX or
RAND

Approval Authority - •

Tenure
Notional hedge expressed in RAND
Notional hedge expressed in USD

Group Treasurer
Not cxceedr-g 24 months

Not exceeding RIQQm

Not exceeding} 10m

GCFO
Exceeding 24 months

Exceeding R100m
Exceeding SIOm

AH breaches of the above limits to be reported to the Audit Committee.
The above limits are applicable per hedging submission.
Note: Where no specific limit Is mentioned, the FRMF policy on commodity risk will apply.
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5.2.11 Granting of InterTransnet Loans (Interest-bearing only) to divisions/specialist units

%J

Approval Authority

Opwabng Division
Specialist Unit

Deputy Treasurer Front Office

UptobutnotexceedJnqR75Qni -
Up to but not exceeding R10m

Group Treasum

Up to but not exceeding R1 DOOm

Up to Out not exceafinq R25m

GCFO

Exceeding R1 000m

Exceednq R25m

These above limits are cumulative per OD/ SU per financial year.

5.2.12 Letters of Credit

Approval Authority

Trsnsnel

Oeputy Treasurer Front Office

Up to but no! exceeding R100(n

Group Treasurer

Up to but not

eaceedmo. R2fjGm

GCFO

Not exeeedhg

R300m

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 b 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
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, 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 appScable. persons so designated in writing by the Group Treasurer.

5.2.13 Loan/Funding documentation approvals per instrument per financial year
Approval Authority —

Tapping of bonds

Bank Loans (including
ovemighl faciHes)
Commercial Paper

ECA supported funding

New bond issues [in
approved fundtng plan)

Development finance
insttutton funding
Foreign funding
Any oSier source of funding
net stpulated above

Group Treasurer

Up to but not exceeding R1 bn

Up to but no! exceeding R250m

•

Up to bul not exceedr.g R250m

-
-

GCFO

Nol exceeding R5bn (Electronic
signatures are utifced on pricing

supplements as per standing
approval)

Up to but not exceeding R2 5bn

Nol exceeding R5bn (Electronic
signatures are utSsed on pricing

supplement as per standing
approval)

Up to but nol exceeding Rtbn

Up to but no! exreeding Ribn

Up to but nol exceediog RIbn

Up to but no! exceedinq RIbn

Up lo but no! exceeding RIbn

GCE
Exceeding R5bn (BecOonic

signatures are utifised on pricir<g
supplements as per standing

approval)
Exceeding R2 5bn

Exceeding R5bn (Electronic
signatures are utised on pricing

supplements as per standing
approval)

Exceeding R1bn

Exceeding RI en

Exceeding R1bn

Exceedinq Ribn
Exceeding RIbn

The afcove is further subjected to the foDcwir<g annual aqqregale limit

R15bn RIQbn 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 ol TransneL
All breaches of the above Rmrls to be reported to the Audit Committee.
' The GCE can increase funding requirements up to 10% of Board approved borrowing plan and needs to be
ratified by Board.
If loan documentation was approved and signed by either GCFO and/or GCE, the Group Treasurer can approve
all drawdowns and sign any ancillary transaction related documentation required from time to time, irrespective of
the amounts involved.
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5.214

5.2.15

CQ

• The Group Treasurer is authorised to sign any and all Debt listing/placing documenls as well as any ancillary
documents related thereto that may be required from time to time

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

I Onty trie GCE andfo Ihe GCFO have authority to sign. The Group Treasurer may sign wrlh a specified delegation of authority

Counterparty Limits: Setting of Limits

Approval Level

Group Treasurer

Price ftskLimit5<R2 5m1

Recommendation of Bond Issue end
Bond Issuer Limits
Recommendation of Settlement

Recommendation of limits where the
Company is exposed to counterparty
issuer risk as a resufi of advance
payment guarantees perfofmar.ce
bonds, retention bonds etc issued
under supplier agreement/contracts'

GCFO

Price Risk limits <
R250m'

Approval of Bond Issue and Bond Issuer
Lmts

Approval of Settlement Units'

Approval of limits where the Company &
exposed to counterparty issuer risk as a
result of advance payment guarantees
performance bonds retention bonds e£
issued under supplier
agreement/con tracts'

GCE

Price Risk Limits 2
R250 m'

Audit Committee

Counlei Party Risk LimiEr

Overall counterparty imrt (as
calculated in fine vAh FRMr)

Note: Where no specific limit is mentioned, the FRMF policy on Counter Party Risk will apply
Note1: The approved counterparty limit 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.

Note*: Settlement risk limits are sel at 1.5 times the approved counterparty limit as stipulated in the FRMF and will be
approved with the counterparty limit

Note3: In respect of counterparties not approved by Audit Committee

5.2 16 Appointment of Commercial Bankers and the Opening of Bank Accounts

AN OD.'SU

Process
to follow

Group Treasurer

Recommendation to open bank accounts and the
appointment of banker*

GCFO

Approval ol new bank accounts and the appointment of bankers and the
approval ot all documentation reia&ig to such accounts including
electronic banking documentation.

There is no delegation to any OD/SU to appoint commercial bankers or to open bank accounts domestcalry or internationally only the
GCFO may make such appointments

5.2.17 Authorisation of cheque signatories, Test keys and EFT's

Signing Cheques
Signing Test keys for payinq/receiving

Electronic transfer of funds

Two A siqnatones or one A and cne 8 signatory
Two A signatories or one A and one B signatory
Two A signatories or one A and one 8 signatory

5 218 Payment instructions and confirmation notes

Signing payment instructors; receipts/
settlement instructions'

Sigruig 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

Companywtd*
Board

Approve the annual borrowing plan for execution by Treasury

Annual borrowing plan to be recommended by the Audit Committee for approval by the Board.

5.2.20 Authorisation to enter into binding transactions

Companvwide
Group Treasurer

Authorise Treasury employees to enter into binding financial transactions on behaJf o( tfie Transnel

5.2.21 Issuing of Guarantees (subject to requirements of section 66 of the PFMA)
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ComfanyvAJe

Group Treasurer
Up to but not
exceedmgSm

GCFO

Up to but not exceeding R200m

GCE
Up to but not exceeding
RSOOm

Board

Exceeding R500m

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

5.2.22 Issuing Letters of Support

Companywtde
Board

Only th« 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)

Companywitfa

Group Treasunr

Up to but not exceeding
R250m

GCFO

Up to but not exceeding
RSOOm

GCE
Up to but not exceeding
RIDOOm

Board
Exceeding R l 000m

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

5.2.24 Advance Payment Guarantees (APG) and Performance Bonds (PBJ In Supplier Agreements

Notional Value per
ODperf inf fK&
year

Issuer Acceptance

ODCFO

Up to but not exceeding
R200m

May accept V'mciuded
in pre-apprtved issuer
fat obtained from Croup

Treasury

Deputy TrcasuntrUiddli
Office1

Up to but not exceeding
R250m

Al Issuers

Group Treasurer*

Up to but not
exceeding R500m

A3 Issuers

Group CfO 1

Exceeding RSOOm

Al Issuers

The limits are cumulative per OD/SU per annum.
The 0 0 is required to obtain legal acceptance from the Divisional Legal Department and or Group Legal in respect
ofaHAPGsandPBs.
APGs and PBs should be constructed in a manner that they become payable on de
The minimum long-term credit rating requirements may be acceptable under the following:-

A- from Fitch Rating Investor Services or Standard 4 Poor's Rating Services or A3 from Mood/s Investor
Services;
Issuers not rated by a recognised credit rating agency will not be accepted, unless specific approval has been
obtained from GCFO that internally developed credit rating of the Issuer Is acceptable;
Group Treasury may also consider an equivalent rating from other recognised rating agencies as contained in
theFRMF.

Note: The approvals of'

5.3 Finance

5.3.1 Bad Debt Write-off

Trade Debtors

1 are additional and do not include the amount of tower level authority.

Approval
Authority

Operating
Divisions

Approval
Authority

Specialist

Units

ODExccVCE*
excluding TFR

Up to but not
exceeding

R10m

TFR ExcoKE

Up to but not
exceeding R20m

Group Exco Member

Up to but not exceeding
R5m

GCFO

Up to but not
exceeding

Rioom

CapTc/GCFO

Up fa but not
exceeding

R100m

Group Exco/
GCE

Up to but not
exceeding

R250m

Group Eicof
GCE

Up 10 but not
exceeding

RI50m

Audit CommlttH

Up to but not
exceed*? R500m

Audit Commfttet

Up to but not
exceeding R500m

Boird**

Exceeding R500m

Board*

Exceeding R500m

"Approval limits are R10m and R20m for TFR per transaction subject to an annual cumulative litnit of R50m and R100m for
TFR Specialist Unit limit is R5m cumulative per annum.

5.3.2 Setting of limits for credit facilities (Tradt debtors)

Approval
Authority

DfvfalonalCFO
excluding TFR

ODExcorCE'
• idud lngTFR TFR CfO TFRCE GCFO GCE
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—*Operating
Divisions
Speaaist
Units

Up to but not
exceeding. RiOra

Up to but not
exceeding R5m

Up to but not
exceetfinq R20m

Up to but not
exceedinaRIOni

Up to but not
exceeding RIDOm

n/a

Up to but not
exceeding R150m

n/s

Up to but not
exceeding R300m

Uptobutnat
exceeding R300m

Exceeding RJOOm

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 Emits between ODs are not applicable.

5.3.3 Issuing of Credit notes

Approvi l
Authority

Opera ing

DMswrts
Specialist
Units

Divisional CFO

Up to but net exceeding
RIOm

Up to but not exceeding
•* RSm

ODExco*

Up to but not exceeding
R20m

Up to but not exceeding
RIOm

GCFO

Up to but nol exceeding R30Cm

Up to but m l exceeding R300m

GCE

Exceeding R300m

Exceeding FUOOm

Limits are per individual credit note and relates to external parties. Issuing of credit notes regarding intematfinterdrvisional
transactions must 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 ol 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 to be informed at every meeting of the financial status and latest estimates of the Company

Approvil Authority - •

Operating DrvWons

Specials) Units

O D C P

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 J S of
approved budget

GCE

Exceed^ 7 3 % of
approved budget to a

maximum ol 10%
Exceeding 7.5% of

approved budget toe
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 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.

5.3.5 Establishing financial policy with regard to Insurance

Approvil Authority —
Authority Level

GCFO
GCFO after consuKJng with Chief Risk Officer to recommend to
the Risk Committee

Rtsfc Committee
Final approval

53.6 Inventory Write-off
Approvil
Authority - •
Operating
Orviskws

Approvil
Authority —

Specialist Units

0 0 Exco/CE*
•xcludlngTFR

Up to but not
exceeding

RIOm

TFRExco/CE

Up to but not
exceeding R20m

Group Exco Member

Up to but not exceedingRSm

GCFO

Up to but nol
exceeding RIOOm

CAPIOGCFO

Up to but nol
exceeding. RIOOm

Group Exco/
GCE

Up to but not

exceeding R2S0m

Group ExcoJ
GCE

Up to but nol
exceeding R25Om

Audit CommKtet

Up to but not
exceeding RSOOm

Audit Commfttet

Up to but not
exceeding RSOOm

Board"

Exceeding R500m

Board*

Exceeding RSOOm

'Approval limits are R10m and R20m for TFR per transaction, subject to an annual cumulative limit of R50m and
R100m for TFR. Specialist Unit limit Is R5rn cumulative per annum.

54 Procurement, Enterprise Development and Supplier Development
AJ! procurement transactions (including reverse logistics - selling of goods) must fully comply with the approved Supply
Chain Policy and Procurement Procedures Manual (PPM),) where applicable - Any commerrial agreement (for the
purchase of goods or services) must be signed off by an authorised employee of Supply Chain Management
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(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 lo.

5 4.1 Appointment of Consultants

Approval Authority

Opera ing Divisions

induAig TCP
Approval Authority

Specialist Units
excluding TCP

ODCEandTCP
GE'

Up lo but not
exceeding R25m

Group Exco
Members

RIOm

GCFO

Up to bat not
exceeding R5Qm

GCFO

Up to bui not
exceedinq R50m

Group Exco/
GCE

Up to but not
exceeding R200m

GCE

Up to but not
exceeding R200m

Acquisitions and
Disposals Committee

Up to but not exceeding
R300m

Acquisitions and

Disposals Committee
Up to hut not exceeding

R300m

Board

Exceeding
R300m

Board

Exceeding
R300n

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

• Consultants may only be remunerated at set rates as follows:
- Guideline for fees as determined by the South African Institute of Chartered Accountants.
- Guide on Hourly Fee Rates for Consultants by the Department of Public Service and Administration.
- Prescribed by the body regulating the profession of the consultant
- In instances ol consultants being unregulated ,e.g. Forensics are unregulated a reasonable fee should be approved

Prescribed in the Service Level Agreement concluded with lawyers on the Transnet legal panel.

5.4.2 Approval to approach the market for Open Tenders

Approval
Authority —

Opera ling
Divisions friduding
TCP

Approval
A u t h o r i t y -

S p e c i a l Units
excluding TCP

0 0 CEandTCP
GE

Upto.butnol
exceeding R450m

Specialist Unit
GE

(budget owner)

Up to but not
exceeding R75m

GCSCO

Up to but net
exceeding R525m

GCSCO

Up to but rot
exceeding R525in

GCFO

Up to but not
exceeding

R750m

GCFO

Up to but not
exceeding

R75Qm

GCE

Up la but not
exceeding
RIOOOm

GCE

Uptobutnol
exceeding
RIOOOm

Acquisitions and
Disposals
Committee

Up lo but not
exceeding R2000m

Acquisitions and
Disposals
Committee

Up to bul not
exceeding R200Cm

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 Budget Owner or GE in the
case ol Specialist Units or his duly aulhorised delegate. Such approved requisition or Request to Purchase will signify
lhat 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 (applicable to transactions above
R2min value)

Approval Authority

Operating Dryisions
Including TCP

Approval Authority

Specialist Unto
excluding TCP

ODCEandTCPGE

Nil

Group Exco
Members

Nil

GCSCO

Nil

GCSCO

NB

GCFO

Nil

GCFO

NH

GCE

Up lo bul not
exceeding R250m

GCE

Up to but not
exceeding R25Cm

Acquisitions and
Disposals Committee

Up to but not exceeding
RIOOOm

Acquisitions i n d
Disposals Committee

Up to but not exceeding
RiOOOm

Board

Exceeding
RIOOOm

Board

Exceed**]
RIOOOm

The limits are per transaction/confinement Ail requests for approval of confinements must be made by the OD CE/Group
Exco Member through the GCSCO and the GCFO to the GCE The OD/SU shall prepare the submission in collaboration
with integrated Supply Chain Management (iSCM) to ensure that the motivation for confinement contains sufficient
information to meet one or more of the grounds for confinement as stipulated in the PPM. In instances where a
confinement is confidential, the GCE may approve such confinement without the confinement request being routed
through any other authority.

Note: Confinement must only be used in respect of transactions above R2m in value. For transactions below R2m, the
quotation system must be used. The quotation system is a procurement mechanism that may only be used;
• For transactions below R2m in value.
• Relates to goods or services required on a non-repetitive basis
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• Market is known.
• Minimum of 3 quotes must be obtained where possible.

5 4.4. Management's intervention to address non-compliance with procurement policies and procedures

Approval

Authority —
Operating
Divisions
indudirg TCP
Approval
Authority —

SU excluding
TCP

OOCEandTCPGE

Hi

Group Ex:o
Members

Na

GCFO

Nri

GCFO

Nil

GCE

Up [o but not
exceeding R250m

GCE

Up to but not
exceeding R250rrs

Acquisitions snd
Disposals Committee

Up to but not exceeding
RIOOOm

Acquisitions and

Disposals Committee
Up to bul not exceeding

RIOOOm

Board

Exceeding
R 1000m

Board

Exceeding
RIOOOm

Note. All requests for approval of non-compiiance must be made by the OD CE/Group Exco member lo [he GCE. The
OD/SU shall prepare the submission in collsboration v/ith 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 Level 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, falling within its jurisdiction from R2m, but not exceeding R450m. This is
subject to the discretion of the OD/SU CE to lower the R2m thresholds, or to create Secondary Regional/Local
Acquisition Coundls. The OQ/SU CE may also delegale 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
Acquisitions and Disposal Committee). 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.

Approval
Authority —

Operating
Divisions
(including TCP
andTCC)

Approval
Authority

Speciafist Units
(excluding TCP
and TCCJ

ODs.TCPwdTCC
{Secondary and/or
Main) Acquisition

Councils

Up lo bul not exceeding
R450m

Specials Unit
(excluding TCP and

TCC)($econdary a/id/cr
Main) Acquisition

Councils
Up to but not exceeding

R5m subject to the
contract period not
exceeding 5 rears

GCSCO

Up ID but net
exceeding

R525m

GCSCO

Up to bul not
exceeding

R525m

GCFO

Up to out not
exceeding

R750m

GCFO

Up to but not
exceeding

R750m

GCE

Up to but nc!
exceeding
RIOOOm

GCE

Up to but no(
exceeding
RIOOOm

Acquisitions and
Disposals
Committee

Up to but not
exceeding R2O00m

Acquisitions and
Disposals
Comnitlee

Up lo but not
exceeding R2000m

Board

Exceeding
R20O0m

Board

Exceeding
R2000m

5.4 7 Enterprise and Supplier Development

Approval
Authority —

Operabrig
Cwiaons
(induding TCP
andTCC)

Approval

ODCE

Uptobutnoi
exceeding R5m

Group EXCO

ISCM Council/
GCSCO

Up to but not
exceeding R25m

ISCM Councllf

GCFO

Up lo but nol
exceeding

R100m

GCFO

Group EXCO'
GCE

Up lo but not
exceeding

R250m

Group EXCO/

Acquisitions and
Disposal!
Committee

Up to but not
exceeding RSOOm

AcqutiitJoni and

Board1

Exceeding
RWCn

Board
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Authority

Specialist Unfe
(exduiftTfl TCP
andTCC)

Uambtn/CE

Up to tut not
exceeding R2m

GCSCO

Up to but not
exceeding R25n>

Up to but not
exceeding

RIOOm

GCE

Up to but not
exceeding

R250m

Disposilt
CommKtet

Up to but not
exceeding R500m

Any amount
exceeding

R500m

c

•RemSEC to note all Enterprise and Supplier Development transactions.

5.5 Contracts/Agreements

NOTE 1: 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
the Company and/or its OD's or SU's or any other legal documents may only do so with the prior
advice of the relevant Legal Services department as set out in the Legal Policy.

NOTE 2; Unless otherwise tndicated 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 Legal Policy end if it relates b
Procurement Contracts, the process prescribed fri the Procurement Procedures Manual must be
adhered to.

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

NOTE 6; The PPM prescribes the process that musi be followed in terms of approving procurement contract
amendments:
• Non-material amendments (i.e. where the scope, value and/or period of the contract is less than

10% of the original contract value): the manager with the delegation of authority may effect
such amendment and is only required to inform the AC of such amendment as soon as possible
thereafter. The manager who approves the amendment may be the original signatory of the
contract if the cumulative value of the amended contract is still within his/her delegation of
authority. However, if the cumulative value of the amended contract is above the original
signatory's delegation, the amendment must be approved by the next level of authority and the
original signatory must be informed thereof.

• Material amendments (i.e., where the scope, value and/or period of the contract is greater than
10% of the original contract value): the manager with the delegation of authority may not effect
such amendments without the PRIOR approval of the relevant AC first of such amendmenL
Following AC approval such amendment needs to be signed off by the original signatory (i.e.
the person with delegation of authority 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 delegations. However, if the cumulative value of the amended contract is above
the original signatory's delegation, the amendment must be approved by the next level of
authority on review and recommendation of the original signatory.

• NOTE: As a general rule, contracts may be amended by not more than 40% of the original
contract value. Any deviation (as provided for In the paragraph below) In excess of this
threshold will only be allowed in exceptional circumstances.

• Amendments in excess of 40% of the original contract value or contract period will be dealt with
as follows; In such cases, PRIOR review and recommendation must be obtained from the
appropriate AC first, as weB as the original signatory. Thereafter, the matter must be submitted
for approval to the person with delegations one level higher than the person with the delegation
of authority to approve the amended value. This rule applies regardless of whether the
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amendment Is s t i within the original signatory's delegation of authority or above ft On
approval, the amended contract will be signed off by the'person with the delegation of authority
to sign off the contract value concerned. However, this rule does not apply to amendments
falling within the GCE, Acquisitions and Disposals Committee or the Board's delegation of
authority. For such contract amendments, the matter will be submitted to the GCE, Acquisitions
and Disposal Committee or the Board regardless of the value of the contract amendment
(provided the cumulative value Is still within their delegations of authority).

• For higher value contracts (i.e. those signed by the operating division's GE, the GCFO or GCE),
ft 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 sals of scrap)

Approval
Authority

Operating
Divisions
{Including
TCP)
Approval
Authority

Specialist
units
(excluding
TCP)

O 0 C E I I K I G E : T C P

Up b but not exceeding R450m

Specialist Unit
GE

Up to but not
exceeding R5m

subject to the
contract period
no! exceeding 5

yeara

Group Exco
mimbftrs

Up to but no!
exceeding

room

ccsco

Up to but not
exceeding

R525m

GCSCO

Up to but not
exceeding

R52Sm

GCFO

Up b but not
exceeding

R750m

GCFO

Up to but not
exceeding

R750m

GCE

Up to but not
exceeding
RtOOOm

GCE

Up to but not
exceeding
RIOOOm

Acquisitions i n d
Dtapowta
Commfttet

Up to but no!
exceeding
R2000m

Acquta Worn m d
Disposals
CommlttM

Uptobutnot
exceeding
R2000m

Board

Exceeding
RZOOOm

Board

Exceeding
R200Om

Values sre 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 stipulated below.
Payments: Once the decision to contract has been issued, contract execution will be governed by the Operating
Divisions or Specialist Units, Including the payment process provided that the contract amount is not exceeded.

5.51.1 Contracts > R5D0m, Including Trans net's top 60% value opex Hems and capex contracts
Prior to entering into a high value (greater than R500m) / highly complex contract (especially for the top 60% value
opex items as dealt with by ISCM Strategic Sourcing commodity teams), any authorised official must first liaise with a
rnulti-disdpfinary team of experts at Corporate Centre, v/ho should each sign off on any agreement/contract or other
binding document
• Group iSCM.
• Group Legal Services - entire document
• GCFO to sign-off after sign-off from the Finance Departments (Group Finance'Reporting Financial Planning Tax

and Treasury).
• Group Risk.
• Group Insurance.
• 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 Contracts wfth foreign exchange exposure

• Approval to 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 the contracts that may result in foreign
currency exposure.

• The duly authorised official musf obtain prior written approval in respect of FX agreements above R50m from
Group iSCM, Group Legal, Group Treasury, Group Tax, Group Risk, Group Insurance 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 the Company to an embedded derivative. All FX
agreements above R100m must apart from the above also obtain written approval from the GCFO. The GCFO to
sign-off after sign-off from Group Treasury. Group Tax, Group Risk, Group Insurance, the finance Departments
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5.5.2

(Group Finance/Reporting and Financial Planning). Group Legal Services (the entire document) and Group
iSCM.

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

Approval
Authority —

Operating
Divisions

Approval
Authority —

Speoa'iSl
Units

0 0 CE/GE: Commercial
Limit per Annum per

contract up to but not
exceeding

5yiare

Up to hut not exceeding
RJOOmbutnel

exceeding R1.5 bn for
the total contract

Specialist UnrtCE
Limit per Annum per
contract up to but no!

exceeding
5 years

Up to but not exceeding
RIQm

GCFO
Limit per Annum
perconlractupto
but not exceeding

5 years

Up to but not
exceeding RSOOm

GCFO
Limit per Annum

per contract up to
bu! rot exceeding

5 years

Up to but no!
exceeding R500m

GCE
Limit per Annum
per contract up to
but not exceeding

5 years

From R1 5bn bul
not exceeding
R2bn unlimited

GCE
Limit per Annum

per contract up to
but not exceeding

S years

FromR5C1mupto
bul rot exceeding

Ribn

Acquisitions and
Disposals
Committee

Limit per Annum
percontractand

contracts
exceeding

5 years

From R2bn but not
exceedrt) R 3bn

Acquisitions and
Disposals
Committee

Umit per Annum
percontractand

contracts
exceeding

5 years

FramRIOOImup to
but no[ exceeding

RJbn

Board
Limit per Annum per

contract and contracts
exceeding

5 years

Exceeding R3bn

Board
Limit per Annum per

contract and contracts
exceeding

5 years

Exceeding R3bn

5.5 3

• Integrated customer agreements where a service incorporates more than one division must be signed off by Itie
Group Executive: Legal and Compliance, GCFO and the Group Executive: Commercial in addition to sign off by
the OD CE's up lo but not exceeding revenue of R500m per annum nol exceeding 5 years.

• If the contract period is below 12 months the contract value is to 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

The contract period exceeds 5 years.
The annual value of the contract exceeds R3000m.
The total value of the contract over the 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
Divtsions

Approval
Authority

Speti&st
Units

GCFO
Limit per Annum per

contract up to but nol
exceeding

5 years

Up to but not exceeding

R500m

GCFO
Limit per Annurr. per
contract up to but nol

exceeding
5 years

Up lo but nol exceeding
RSOOm

GCE
Limit per Annum per

contract up to bu! not
exceeding

5 years

Up to bul not exceeding
RIQOOm

GCE
Limit per Annum per
contract up to bul not

exceeding
Syears

Up to but not exceeding
R 1000m

Acquisitions and Disposals
Committee

Limit per Annum per contact
and contracts exceeding

Syears

Up to but nol exceeding RMOCm

Acquisitions and Disposals
Committee

Limit per Annum p«r contract
and conUacts exceeding

Syears

Up to but not exceeding R3000m

Board
LimitperAnnum pel

contract and con tracts
exceeding

5 years
Exceeding FUOOOm

Board
Limit per Annum per

contract and contracts
exceeding

Syears

Exceeding RHOOm

5 5 4 Internal Contracts

Contracts between OD and or SU s such as service level agreements and project specific agreements may be entered
into between OD CE's or SU GE'S.

5.5.5 Property and Lease Agreements

All internal and external Property Lease Agreements including revenue generating leases and expenditure leases
(excluding vacant land).
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Approval
Authority —•

Operating
Divisions

OOCEartdGE:TCP

Up to but ncl
exceeding R20rn per

lease per annum

Tenure not exceeding
5 years

GE:Transnel
Property

Up 1c but not
exceedirig R50m

armuaJtsed
Tenure not exceeding

5 years

GCFO

Up to but rwt
exceeding R20Om

fuBterm

Tenure not
exceed^ 10 years

GCE

Up to but not
exceeding RSOOm

hid term

Tenure not
exceeding 15 years

Acquisitions and
Disposals Committee

Exceeding R50Crn fan
term

Tenure exceeding
15 years

r)

5.6

5.6.1

< 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 Rf P.

• Cession of leases: All cession or assignment of Lease agreements shall be approved by the GCFO or Group
Executive: Transnet Property. For cession of leases at OD level, the CE of the respective OD/SU may approve
cession or assignment of lease agreements

» Cession of lease agreements, renewals and extensions of lease agreements v/ith 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 trie 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 v/ith the relevant
division/Transnel Property before entering into any Lease Agreements.

• All leases for vacant land may onty 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 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.

• Intedivisional leases for vacant land may be entefed into and signed by the respective
OD CEs/GE: TCP/GE: Transnet Property.

• Leases for vacant land exdude the leasing in ol land to be used for lay down areas and borrow pits for projects
• Special Delegation to apply to the CE of TNPA in compliance with the National Ports Act of 2005 as amended.
• Internal leases between Transnet Property and the ODs/SUs may be signed by the CEs or GE's of the respective

ODs'SUs.
• Revenue Generating Leases: Lease agreements concluded by Transnet in its capacity as lessor for purposes of

generating revenue.
• Expenditure Lease: Lease agreements concluded by Transnet in its capacity as a Lessee.

Legal Services

NOTE: The provision of legal services must be in accordance v/ith the Legal Policy. In respect of all litigation the
bearer of the authority may, after taking legal advice from Group or Divisional Legal Services, as the case
may be execute all documents and do all things necessary to grve effect to his/her authorisation including
submission through governance structures.

Settling any litigation, arbitration and other forms of Alternative Dispute Resolution

Approval
Authority -»

Operabng
Divisions

Divisional Head: Legal

Up lo bu! not exceeding
R2m

0 0 CE.
GE: Tr in ine l Property

and GfcTCP
Up to but not exceedng

RIOm
Greater than R 10m but

tess than R35mwtt>
concurrence ofGE

Legal and Compiance

GE: Legal and
Compliance

Up to but nol
ttceertng R50m

GCFO

Up lo but not exceeding
R1G0m with concurrence of
GE legal and CompGancs

GCE

Exceedug
RtOOm

Approval limits are per litigation matter and relate to the settlement amount of that particular matter.

5.62 Disputes with Government and matters posing a reputational risk to the Company
Approval
Authority •

Risk Committee Board

Matters which pose 3 repularJonal nsfc to the | Any disputes with government entices or where the outcome ol
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5.6.3

5.6.4

Company shoufcf be subnxCed for consideration. any StigatSon, anYrtTobcn or similar proceedings is fikejy to have a
material effect on the business, financial condfajn or prospects of
fre Company

Defending matters in court or any other competent forum
Approval Authority —• Leqal Manager

Defending, subject to the Legal Policy, any litigation (actions or applications) in court Of any other competent
forum, nduding the appointment of attorneys and'or advocates for such proceedings

Commencing any litigation In court or any other competent forum
Approval Authority —• GCE

Commencing subject (o Legal Policy, any IrSgation (actions or applications) in court of any other competent
forum, inducing the appointment of attorneys and or advocates for such proceedings

NOTE' trie Standard Operating Procedures for Litigation Matters prescribes the following

• Upon receipt of instructions, the Legal Advisor must ascertain from the facts of the case and in law whether.

Transnet has legal grounds to pursue litigation and whether it would be financially viable to pursue litigation

bearing in mind the quantum of the matter and the costs of pursuing the matter;

it would be more advisable to settle the matter;

there is any reputations! or other risk to Transnet in proceeding with the litigation;

whether there is any precedence that needs to be created by the company (or future similar matters.

Should the Legal Advisor be satisfied trial, on the facts presented. Transnet should institute legal action, the

Legal Advisor must submil a written request to the person duty authorised, in terms of the Delegations of

Authority Framework, for approval.

» to institute litigation on behalf or Transnet and

• to appoint an external attorney from the Transnet approved panel of attorneys

5.6.5 Subject to the Legal Policy, the appointment of external advisors, attorneys, advocates 3nd any other external
legal advisors including adjudicators, mediators, arbitrators for purposes of alternative dispute resolution
process under NEC3 contracts or any other contract.

Approval Authority

OPERATING
DIVISION

Specialist Units
GEs and Heads of
Legal

ODCE

Up to but not exceeding RIOm

Specialist Unit: GEs and
Heads of Legal

Up to but not exceeding R5m

GE: Legal and Compliance

Up lo bul not exceeding R50rn

Legal and Compliance

Up lo but m l exceeding R50m

GCE

Bceediig R50m

GCE

Exceeding K50m

• The amounts indicated relates to the claim amount in Ihe case of commencing litigation, and the estimated legal

fees to be charged in all other matters

5 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-grdiis Awards
Suspension of Employees
Dismissal of Employees
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Mutual Separation Agreements
Collective Bargaining and Trade Union Recognition
Deviation from approved Human Resources Policies

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

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

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

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

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

allocation including the salary mandate.
7. All matters relating to the position of the GCE and GCFO are reserved for the Board snd 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:CC _
R
A
C
N
GE:HR
CE.GE
GM: HRE
GM:ER
OD/SU HR GM
LM.GM

Final Approval
Final Approval for Corporate Centre
Recommendation
Has provided advice
Consultation ___ _ _ _
Noting __ _
Grou Executive: Human Resources
Chief Executive of OP or relevant Group Executive of the Cor rate function
General Manager: Human Resources Enablement
General Manager: Group Empjoyee Relations
General Manager: Human Resources at the ODJJU
Line Man ement - General Manager

The table below sets out the delegation framework for Human Resources.
1 Organisation M a w j e n w i t Creation of Now Position* / Charge in PoaKiom 1 Restructuring

• No permanent or fixed term contract position can be created p r t h e g r a d e j m l changed unless the approved
Organisation Management govsmanca w a i fotlowwJ in respect of the evaluation of positions and ratification or grade
teval*.

HUMAN RESOURCES

1.1 Ei
12 G

e
d

ecutive Directors
roup Exco (A level
diiding executive
rectors.

1 3 General Managers
(B level]

14 Executive
Managers (C tevefj

15 Senior
Management (D
level and below)

Board
(on behalf of the Shareholder)

TA

RemSEC

FA

GCE

R

FA

GE:
HB

R

A

OO/SUCEJ
GE

R

FA

OD/SU
HRGM

R

FA

UK:G
M

R

R

'In consultation with the Shareholder Minister

Personnel Remuneration

• The RemSEC reviews Ihe GCE s assessment ol performance and recommends the remuneration of Presented Officers and
Extended Exco to be Board for approval by ttie Shaiehofder

• The remuneration of the abovementioned category o( employees shafl be in terns of (he DPE Remuneration Standards

• The appointment and remuneration of all management level employees Qevels A tpF) wM be guided &y the Guideines and Salary
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Bands issued by fa Group Remuneration Office. Th«s« Guidefines and Salary Bands w i lake into account the occupational
specific categories.

• For manager! in levels A and 8 Ihe Group RemuneraGon Office wil recommend the appropriate remmeraBon bands based on
market Information and internal parity. Approval of fa final appointment and remuneration package wU be In trams of the
delegations below.

• Each 00 tvB apply the Guide&ies and Salary Bands when appointing and structuring fa padages of management employees In
levels C and below. Apprwaloffaf inalsppoint iTOilarKlreni jneral^pad^

• After salary adjustments and before a mandate is safltofattewxtrVianrial year, the Group R e m w ^
comparatfve analysis o( salaries across ODs to infonn f ie Group Guidetnes and Salary Bands of managers for Ihe new financial
year. AflordabBy and the need for fritemal and external parity w i inform these giAfefines.

HUMAN RESOURCES

2.1 Executive Directors
2.2 Group Exco (A level excluding

execute directors)
2.3 Geneid Managers (B level)
2 4 Execute Managers (C level)
2.S Senior Management (D level and

below)

Board*
{on behalf of the

Shareholder]
TA

RtmSECl
CORPGOV

C

GCE

TA

FA

GEHR

R

R
A

OD/SU CE/
GE

R
FA

OD/SU
HSGM

R

FA

LM:O
M

R

R

* The Chairpersons of Remuneration. Social and Ethics and the Corporate Governance and Nominations Committees will be
cansulted by the GCE for the appointment of Group Exco Members (other than executive directors). The consultation will be through
a memorandum submitted to the Chairpersons of the Committees

*ln consultation with the Shareholder Minister.

3 Appointment Ol Fixed-Term Contract Employee!

A person appointed on g fixed-term contract (for a specific period of tmeortoperfomiisper^pfojecOmirstbeappointeiJInlo*
graded position.

HUMAN RESOURCES

3 1 Executive Directors
3 2 Group E m (A Level excluding

eieculM directors)
3 3 General Manage/* (9 tevefl
3 4 Eiecutiva Managers {C level)

3 5 Senior Manag«wnt{D level and
beta*)

Board
(on behalf of the

shareholder)*

•FA
•

REMSEC

FA

GCE

R
FA

GE:HR

R

OD/SU
CE/GE

R
FA

OD/SU
HRGM

R

FA

LM:
GU

R

R

Q 4 Counter Offers and Interim Salary Adjustments
• In I ra with fa Group Remuneration Ptitasophy approved by the REMSEC. fare w i be no titerim / ad hoc rerrunerafion

adjustments
M an employes produces a written and osrent countsr offer of employment wilh detab of fa remuneration package, and the
Company seeks to retail the employee based on (he criticahty of fa employee's s k i an Interim adjustment of fa employee's
eurrwt remuneraScn package may be offered h terms of fa CdegaSonj below Any counter offer must bs In accordance wtft
fa Crop GuWeSnes and Salary Bands bsoed by Group Remurterabon

HUMAN RESOURCES

4.1 Ejecuiive Directors
4 2 GroupEjtcO(A

exchjoTng ewcu&rt
directors]

4.3 General Managers (B
level)

4.4 EuarSvt Managers
• (C level)

4 5 Senior Management
(D level and below)

Board
(onbehatfofthi

ShaniholdBrJ*
"FA

*

REMSEC

FA

CCE

R

FA

CE:HR

N

R

FA

OCVSUCE/
GE

R

R

OO/SU
HRGM

R

FA

CU.HR

R

R

R

FA.CC

LM.G
U

R

R
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5
Internal Reward) / Awirdi f Exceptional Paymsnb / Ex-gntia Awards

The amounts reflected beta* a n per WSaSve (not per individual employee payment) pet annum

HUMAN RESOURCES

5.1
52

S3

54

SS

RIOm and above
Between R5m but
not exceeding
RIOm
Between R5Q 0O0
fort not «xceed*ig
R5m
Between R20DOO
but not exceeding
R500GO
Up to but not
exceeding R10 000

Board

FA

Rem SEC

R

FA

CCE

R

R

FA

CE:HR

R

R

R

FA

GCFO CD/SUCET
GE

R

FA

FA

KRGM

R

R

GM:KR

R

R

R

R

R

LM:
GM

R

R

' In consultation with the Shareholder Minister

1346

6 5u3(wnsion of Employtes

• The suspension ofal employees I» per the delegations of authority below.
• In the case of the suspension of i bargaining unit employee, the relevant OD Employee Relations Manager must recommend the

suspension based on the merits of the case.

HUMAN RESOURCES

6 t Executive Drectorj
6 2 Group Exco(A

(eval exefudirg
executive directors)

6 3 General Managers
(B level)

6 4 Executes
Managers (C level)

6 5 Senior
Msiagement{D
Wet to F level)

6 G Bargaining unit
employees

7

Board
(onbthalfortht

Shareholder}*
TA

GCE

FA

FA

GE:
KR

R

R

FA_

OD/SU
CE/
GE

R

R

OD/SU
KRGM

R

R

GM:
ER

R

R

A

A

LM:
GM

R

FA

LM

R

FA

ER Manager

A

R

Di*mh»J ol Emptoyett

> Tne dismissal of ar^enptoyee to reasora of dtsciptfne or torrefy m^
pofldes

• The dismissal of an employee for operational requirements must be preceded by a fair consuttatton process

HUMAN RESOURCES

7.1 Execute Directors
72 Group Exco (A level

excluding exeevtrvt
directors)

7J General Managers
(Blevt!)

7.4 Executrve
Manaqen (C level)

7.5 Senior
Management (0
level toFlewT)

7 6 Bargaining unit
employees

Board
(onbehatTofttia

Sharehotdflr)*
TA

GCE

FA

FA

GE:HR

R

R

A

OD/SU
CBGE

R

FA

A

OD/SU HR
- GM

R

R

GU:
Eft

R

A

R

R

LM:
GM

R

FA

LM

R

FA

ER Manager

A

A

R
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B Mutual Separation

Terms and condtfons and Bnandal KBemenl amounts of mutual separafion agreements toA-D Rotes wil be jjuiJed by Ihe
Guidelines ksued by Gie Group RefUierstion Office.

HUMAN RESOURCES

81 Executive Director*
$ 2 Group Exco (A level excluding

executive directors)̂
S.3 General Managers [B fevd)
64 Executive Manager (Cleveland

below)

Board
{on behalf ol the

Sra rtholderj*
*FA

R*mSEC

FA

GCE

R

FA

GE:
HR

R

R

FA

OD/SU
CE/GE

R

R

oo/su
HRGM

R

CM.ER

R

R

R

LM:CM

R

9 Collective Bargaining and Trade Union Recognition
HUMAN RESOURCES

9 1 Conclusion of any CoiecW
Agreements with labour excluding shift
patterns

92 Mandate for salary and wage
negotiations

9.3 Recognition of Labour and Signing of
Recognition AgreemenI

RemSEC

FA

N

CCE

R

N

GE:
HR

FA

R

FA

OD/SUCE/
GE

R

OOJSU
HRGM

R

*

GMER

R

R

R

LM:GU

10 Deviation from Approved Human Resource! Policies

HUMAN RESOURCES

10.1 Any deviation from a Transnet
HR Policy

105 Approval of HRpofcies

10 3 Report all human capital risks

Group Exco

FA

GCE*

FA

GCFO GE:HR

. R

R

OO/SU
CEfGE

R

OO/SU
HR
GM

R

GM:
ER

R

LM:
GM

R
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5.8

5.8.1

5.8.4

5.8.5

General Delegations

Chartering of Aircraft

Authority Level

Chartering of Aircraft

Chartering of heicoplers for operations

OD cesuGE
NIL

R250000'

GCFO

Up to but rut exceeding R3m

Up to but no! exceecfiiq R1m

GCE
Exceeding R3m

Exceeding R1m

* The limits for OD CEs/SU GE are cumulative per aircraft per month.

Mobile phones: Authorising payments exceeding monthly limits (reflected in mobile phone contract)5.8.2

5.8.3 Entertainment Expenditure

CompanywWe Group Exco Member

Up to but not exceeding R10 000 per
month

GCFO
Up to but not exceeding R20
000 per month

GCE

Exceeding R20 000 per month

Authority Level ODCE
Up to but net exceeding R50 000 per
occasion

Group Executives

Up to but nol exceeding R50
000 per occasion

GCE
Amounts exceeding R50 000 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.
AH entertainment expenses must be business related expenses.

RewardsfAwards/Exceptional Payments to external parties: (Examples: Ex-gratis awards, exceptional
performance, recognition payments)

Operating
Divisions

Specialist

units

OO CE

Up to but not
exceeding R5O0O0

Group Exco
Members

Up (a but not
exceeding R5O0M

GCFO

Up to but not
exceeding
R100000

GCFO

Up to but not
exceeding
R100000

GCE

Up to but not
exceeding R5m

GCE

Up to but not
exceeding R5m

REMSEC

Up to Cut rot exceeding
R10m

REMSEC

Up to but not exceeding
RtOm

Board

Exceeding R10m

Board

Exceeding RIOm

Sponsorships and Donations

Approval
Authority

Operating
Divisions
Approvi l
Authority

Species!
Units

ODCE

Up to but not
exceeding R5m

Group Exco
Members

Up to bu! nol
exceeding R2m

GCFO

Up to but nol
exceedinq R?m

GCFO

Up to but not
exceedin] R7m

GCE

Up to but nol
exceedinq R10m

GCE

Up to bul not
exceedinq R10m

REMSEC

Up to but nol exceeding
R30m

REMSEC

Up to but nol exceeding
R20m

Board

Exceeding R20m

Board

Exceeding R20m

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

5 8.6 Annual filing of tariff applications with Regulators

• Policy and Regulation Committee will approve the OD tariff increase applications.
• The OD CE in concurrence with the GCf O are delegated to file the Tariffs applications with relevant Regulatory

body.

5 8 7 International Business Travel (including travel to African countries)

Below CE level at OperafrKj Division'
CE of Operatinq Division
Corporate Centre

SpeoaJfst Units
Group Executives

GCE and Chairs ereon

Approval Authority

Gee
Gee
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

Charperaon/GCE/Group Exco Member
Approval Authortty_

user
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5.8.10

5.8.11

CE of SpedaSst Unit

General Maraqers/Extanded Broo
AJ other levels

Group Exco member responsible

OD CE/OO CFO/Grcup Ejtecufives
Extended Exco

All travel must be in Gne with the approved Travel Policy as amended In accordance with the provisions of National
Treasury instruction Note 1 of 2013/14. Extended Exco Members at an OD/SU may sub-delegate to the appropriate
lower level

5.8.9 Communication

External oynrnumcatkn on strategy and operations
CommuracaSon on operational issues relating, to i n 0 0

Communkabofl with tha Shareholder Mnistw

Approval Authority

GM. Pubic and Corporate Af fah or GCE or his Designate
Group Exco Member responsible fof OD
Office of Ihe GCE or Chairperson of the Board of Directors

Approval to attend seminars and or conduct presentations to external parties which may resuft in indirect
communication may be approved by a OD CE/SU GE or the GCE.

Establishment of Special Purpose Vehicles (SPVs), Public Private Partnerships (PPPs), Private Sector
Participation (PSP) and Trusts

Establishment of SPVs. PPPs
PSPs and Trusts

Approval Authority

Board to approve alter recommendation by ADC. the GCE, GCFO, GE: Legal and Compfiance as pw the
Materiality and Significance Framework contained in t ie Compact with Vie Shareholder if Ihe transaction
b specified in the Corporate Plan 1 not specified In t ie Corporate Plan then BoanJ may approve the
transaction up to but not exceeding capital risk of RiOOm. Capital risk in excess of RIOOm are to be
recommended by Ihe Board for Shareholder approval.

The Company shall not without the prior written approval of the Shareholder enter into any transaction which exceeds
or falls outside of the limits prescribed by the Shareholder's Compact or the Significance and Materiality Framework.

Establishment of Joint Ventures or Consort!a with Entities Incorporated In foreign Jurisdictions
To be read in conjunction with 6.8.10 above.

Estabtshment of Joint Ventures
or ConsorSa with Entities
Incorporated h foreign
jurisdrcSons

Approval Authority

Approval to enter into an agreement or other binding document establishing t joi i t venture or consortium
win an entity Incorporated in foreign Jurisdicfion requires approval from the Shareholder Mnistar on
recommendation from f ie Board and In addition. i*1 also contains foreign currency exposure, approval
must ba sought and obtained as per Die monetary thresholds indicated In the second butet under hem
551.2 above

If capital risk b RIOOm or below, Board approval is required as per Ihe Materiality and Significance
Framework contained in the Compact with the Shareholder. Capital risk in excess of RIOOm (or (us
transaction M to be recommended by fce Board of Directors for approval by the Shareholder

1349

The Company shall not without the prior written approval of the Shareholder enter into any transaction which exceeds
or falls outside of the limits prescribed by the Shareholder's Compact or the Significance and Materiality Framework
(SMF)

5.8.11 Restructuring and sale of business

Restructuring or sale of business

A p p r w i l Authority

BoanJ in accordance with Section 54 c4 the PFMA

5.8.12 Pension Fund and Medical Fund Rule Amendments as recommended by the Board of Trustees of the Funds

Changes to t ie rules of he pension and medical fund that
do not require Mnbteriaf approval
Rule amendments that requin Wnbterial approval

Approval Authority

GCEandGCFO

Board to recommend to the Mnister of Pubic Enterproes for approval

5.8.13 Application for Environmental Authorisation

• AJ! 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.

Delegation of Aulhority Framework approved on 28 August 2014 Page 28
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Operating DMi Ion

Specialist Unit (Tramnel Prop«rty)
Specialist Unit (Tnnsnet Capital Projects)

Approval authority lo ict as applicant for an
ertvironiwntal itrffioriiaflon forTransnet SOC Ltd

Project Manager/
Operations Manager/Environments Manager

Cfiief Operations Officer d Property
Project Urectof

• 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 ta be informed in writing of the change in names and acknowledgement from DEA be
filed.

• Should any of the above applicants leave the Company, the DEA needs to be Informed in writing oF the new
person responsible for the Implementation of the environmental authon'safion.

5.8.14 Recommendation on Board-approved Policies

Dwia Bon from PoRcy

Govemance and Ethics Management Pofides
HR related (succession planning « d u * n g
executive directors)

Hf l related (succession planning lor execvtrw
and non-executive directors)
HR related 'performance management)

Procurement related
Property related

Risk related

Treasury Related

T w related

CSI related

Compliance related

Markebnq

Advertising

Sustainablity (Energy and Water)

B-8BEE

PSP

Financial Pofcywr.L Insurance

Board

FA

R

FA

FA

FA

FA

FA

FA

FA

FA

Audi

FA

FA

R

N

Rrsfc

.

FA

FA

A X

R
FA

R

Corpora t«
Governance and

Nominations
Committee

R

RemSEC

R

FA

FA

R

R

R
R

R

Croup Exco

R

Delegation of Aitfority Framework approved on ZB August 2014 Pag«29
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CHAPTER 1 : DEFINITIONS, ABBREVIATIONS AND ACRONYMS

TERM

Acceptable Bid

Acquisition Council

[AC]

DEFINmON/ABBREVIATION ORACRONYM j

Acquisitions &
Disposals Committee
[ADC]

Advance Payment
Guarantees [APGs]

Advertisement

Alternative Bid

B'BBEE

B-BBEE Enterprise

B-BBEE Improvement
Plan

Bid

Bidder

Black People

Board of Directors

[BOD]

Buyer

Carrier

Any bid which, in all respects, compiles 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 higher approval bodies such
as the Acquisitions and Disposals Committee as well as 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.

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.

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 dalm reimbursement of the advance payment against
the guarantee In such a case,

A public invitation to submit bids for the provision of Goods/Construction
Works/Services.

Is a bid that purports to satisfy a stated need but does so by proposing alternatives
to the approach laid down In the RFX. Alternative Bids are allowed at the discretion
of Transnet

Broad-Based Black Economic Empowerment.

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

A plan requested from bidders/preferred bidders on the extent to which they
commit to Improving or sustaining their B-BBEE performance over the contract
period. The B-BBEE Improvement Plan typically focuses on Improving ownership,
management control, preferential procurement, supplier development and
enterprise development.

A written offer in a prescribed form in response to an Invitation by Transnet for the
provision of Services, Construction Works or Goods, through price quotations,
advertised open bids, approved lists, confinements or proposals.

a natural or Juristic person or partnership who submits a bkJ offer or an expression
of Interest to perform a contract In response to an Invitation to do so.

Is a generic term which means Africans, Coloured* and Indians as defined In the B-
B8EE Act and amended Codes of Good Practice Issued by the DTI.

"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.

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).

1 Definitions, 4bar?v<awns &

June 2015
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TERM

Centre(s) of
Excellence lCOE(s)]

Chief Executive

Chief Financial Officer
[CFO]

Construction Industry
Development Board
[CIDB] bid/contract

Condonation

Confinement

Consultant

Consulting Services

Chief Procurement
Officer [CPO]

Cross Functional
Evaluation Team
[CFET]

Cross Functional
Sourcing Team
[CFST]

Construction Works

Day

Delegation of
Authority [DoA]

Exempted Micro
Enterprise [EME]

Expression of Interest
CEOI]

DEFINITION, ABBREVIATION OR ACRONYM \

Cross-divisional tennis st-ategicaliy foLUsing 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 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 including Transnet
Capita! Projects.

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

A condonation is a mechanism used to regularise a transgression of the Supply
Chain Policy or sn irregular step in a procurement process.

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

A consultant means a professional person appointed to provide technical and
specialist advice or to assist with the design and implementation of projects and/or
programmes. The legal status of this person can be an individual, a partnership, a
corporation or a company.

Refers to those specialist services and skills that are required for the achievement of
3 specific objective with the aim of providing expert and professional advice on a
time and adhoc basis. These professional services may include the rendering of
expert advice, obtaining relevant information from Transnet to draft a proposal for
the execution of specific tasks that are oFa technical or intellectual nature, business
and advisory services, infrastructure and planning services, laboratory services and
science and technology.

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 feasible.

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 provision of a combination of goods and services arranged for the
development, extension, installation, repair, maintenance, renewal, removal,
renovation, alteration, dismantling or demolition of a fixed asset including building
and engineering infrastructure.
See definition of Working Day

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, where appropriate.

An enterprise with an annual turnover of less than R5 million in terms of the 2007
DTI's Codes of Good Practice and an enterprise with an annual turnover of less than
RIO million in terms of the 2013 Codes of Good Practice.

Means a request for Bidders to register their Interest in providing specified
Goods/Construction Works/Services and to submit their credentials so they may be
invited to submit a Bid should they qualify or are selected to do so.

pier I Dtjrnitions Abbreviations & AtT
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TERM

Enterprise

Enterprise
Development
Contributions

Entity

Fronting Practice

Fruitless and
Wasteful Expenditure

Goods

Group

Group Chief Executive
[GCE]

Group Chief Financial
Officer [GCFO]

Group Chief Supply
Chain Officer
[GCSCO]

Group Executive [GEj

High Value Tender
Process [HVTP]

IC3 Supplier
Development Matrix

Imported content

Incoterms

Integrated Supply
Chain Management

DEFINITION, ABBREVIATION OR ACRONYM _____ ]

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

Means monetary and non-monetary contributions carried out for the following
beneficiaries with the objective of contributing to the development, sustain ability
and .financial and operational independence of those beneficiaries: Enterprise
development contributions to EMEs or QSEs which are at least 5 1 % Black owned or
Black women owned.

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.

Means a transaction, arrangement or other act or conduct that directly or indirectly
undermines or frustrates the achievement of the objectives of the B-BBEE Act or the
implementation of any of the provisions of the Act, including but not limited to
practices in connection with a B-BBEE initiative as outlined in the B-BBEE
Amendment Act 46 of 2013.

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

Any physical object or objects which have value, whether raw or processed,
movable or Immovable.

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

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

The Group Chief Financial Officer in the Group Corporate Head Office, who reports
directly to the GCE, or the person acting 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.

Head of a Specialist Unit or Group Function within Transnet

A process that is used in the procurement of high value goods/services. This
process indudes 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 Capacity.

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

1 Definition;;, Aboraviations & Page U of
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TERM

[iSCM]

Irregular Expenditure

Joint venture (or
consortium)

Letter of Award

U t t e r of Intent (LOI)

Local Content(LC)

Manager

Material Amendment

Market Demand
Strategy (MDS)

NEC3 Engineering and
Construction Contract
(NEC3)

Non-Disclosure
Agreement [NDA]

Open Bid

Operating Division
[OD]

Parcelling

Parent Company
Guarantee

Performance Bonds
(PBS)

Post Tender
Negotiation [PTN]

Preferred Bidder

Prequalifi cation

Criteria

Qualifying Small
Enterprise [QSE]

DEFINITION, ABBREVIATION OR.ACRONYM \

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.

Means an association of persons for the purpose of combining their expertise,
property, capital, efforts, skill and knowledge in an activity for the execution of a
contract.

The letter that is issued to inform the Successful Bidder unequivocally that it was
awarded the business.

The letter that 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 rt.

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.

This form of contract can be used for all projects regardless of value type or
complexity and has specifically defined project management principles.

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 respond.

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

When the full scope of work is known at a point In time and business is deliberately
split 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.

A guarantee by a parent company of a supplier's performance under its contract
with a buyer, where the supplier is 3 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 shortiisted 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 RSm and R35m, as defined by the DTI's
2007 Codes of Good Practice and an enterprise with an annual turnover of between

1 Definitions.

June 2015

H 11 of 2-W

0058-0374-0001-0299

TRANSNET-REF-BUNDLE-03251



_!>••_ ih I I illlllT 111 ^ I

1364

FOR INTERNAL USE ONLY PROCUREMEfVT PROCEDURES MANUAL

V

TERM

Quality
(Functionality)

Rental or Lease

Request for
Information [RFI]

Request for Quotation
[RFQ]

Request for Proposal

[RFP]

Request for "X"
[RFX]

Service

SOC

Supplier Development
(SD)

Successful Bidder

Sustainable
Procurement

Tender Evaluation
and Recommendation
Report [TEAR]

Transnet Acquisition
Council [TAC]

Transnet Capital
Projects [TCP]

Transnet Corporate
Centre [TCC]

Transnet Engineering
[TE]

Transnet Freight Rail
[TFRJ

DEFINITION, ABBREVIATION OR ACRONYM

RIO million and R50 million in terms of the 2013 Codes of Good Practice.

means the measurement according to predetermined norms, as set out in the bid
documents, of a service or commodity that is designed to be practical and useful,
working or operating, taking into account, among other factors, the quality,
reliability, viability and durability of a service and the technical capacity and ability
of a bidder.

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 clear about the precise specifications and/or scope
of work required to meet its needs for specified Goods/Construction Works or
Services. The information received through an RFI process is typically used to pre-
qualify suppliers for consideration before an RFP for the Goods /Construction Works
/Services is issued.

Request for Quotation is used for transactions <R2million. However, CEs of ODs
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, CE5 of ODs 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 Skills Development, Small Business Promotion, the
Competitive Supplier Development Programme and other initiatives. 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 Increased exports.

Means a Bidder that has been identified as the Bidder to which business has been
awarded.

The procurement of goods and services in a manner that promotes environmental,
social and economic sustainability.

A report that must be submitted by the evaluation 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 Capital Projects - a Specialist Unit of Transnet.

The Head Office of Transnet SOC Ltd

Transnet Engineering - an Operating Division of Transnet.

Transnet Freight Rail - an Operating Division of Transnet.

Page W of
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DEFINITION, ABBREVIATION OR ACRONYM

Transnet National Ports Authority - an Operating Division of Transmit.

Transnet Pipelines - an Operating Division of Transnet.

Transnet Port Terminals - an Operating Division of Transnet.

Transnet Property- a Specialist Unit of Transnet.

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.

Means a joint venture between two or more enterprises effected by agreement
without incorporation as a corporate body.

Unsolicited Bid A unilateral request from a person or enterprise to do business with Transnet

without Bids or quotations having been invited by Transnet.

Value Added Tax

Any day other than a Saturday, Sunday or public holiday.

Any defined period of 12 (twelve) consecutive months.
Refers to any additional clauses/special conditions mentioned in the Contract Data,
Part 1 of the NEC3 Suite of Contracts.

Words capitalised in the document have been defined in this Chapter.
The terms "bid" and "bidder" in the context of this Procurement Procedures Manual
are synonymous with the terms "tender" and "tenderer" respectively.

TERM

Transnet National
Ports Authority
[TNPA]

Transnet Pipelines
CTPL]

Transnet Port
Terminals [TPT]

Transnet Property
[TP]

Transnet SOC Ltd

Unincorporated joint
venture

VAT

Working day

Year

"Z" Clause

Notes:

^r~-j-a; r-ni I,

Jim*
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CHAPTER 2: INTRODUCTION

Transnet SOC Ltd fTransnet") is fully owned by the South African government through the
Department of Public Enterprise and operates as a corporate entity. Its purpose is to support and
contribute 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 read with section 51(lXa)(iii) of the Public Rnance
Management Act 1 of 1999 {"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 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 217 of the Constitution and Section 51(1) (a) of the PFMA. The aim of the
Supply Chain Policy is to ensure that Transnet gets value for money in the procurement of Goods,
Construction Works 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 is a Procedure document which seeks to operationalise the objectives of the
Supply Chain Policy.

2.1 NATIONAL OBJECTIVES

The Transnet supply chain function should be understood within the national context.
Government's economic development policies such as the New Growth Path ("NGP"), the
National Development Plan C'NDP") and the Industrial Policy Action Plan ("IPAP") emphasise
the role that State Owned Companies ("SOCs") should play as key agents in a developmental
state to accelerate national development by leveraging their procurement spend to ensure that
key goals such as job creation, poverty alleviation, skills transfer and empowerment are
achieved. 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.

2.2 INTEGRATED SUPPLY CHAIN MANAGEMENT ("iSCM") PROCUREMENT
V ) OBJECTIVES

2.2.1 Transnet's procurement objectives which are aligned to Transnet's objectives,
particularly the Market Demand Strategy C'MDS"), are ensuring security of supply of
goods and services that Transnet requires to fulfil Its mandate, and achievement of
key socio-economic goals, e.g. job creation and empowerment. All Transnet's
procurement activities shall be implemented in line with the following best practice
principles:

2.2.2 Fairness and Transparency:
• equal treatment of bidders;
• openness and accountability; and
• ethical conduct.

2.2.3 Social Equity:

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

e I Introduction Ps-jc 16 of
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2.2.4 Value for money:
• competitiveness; and
• cost effectiveness.

2.2.5 Due regard must be given to the Importance of:

a) the promotion of InterdMsional Procurement as well as the moving of excess
stock between Divisions; 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

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

2.2.7 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

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

2.2.9 Transnet supports good corporate governance by ensuring the preservation o f the
• highest standards of integrity, objectivity, fairness, efficiency and professionalism,

2.2.10 Transnet will look for opportunities to collaborate with other organs of state and
SOCs In the procurement of Its requirements. Transnet will consider the feasibility of
consolidating its requirements for specific Goods/Construction Works/Services with
other organs of state and SOCs. Where appropriate, Transnet will engage with the
relevant stakeholders to initiate such a process.

2.2.11 Sustainable Procurement: Transnet will source In a manner that promotes
environmental, sodal and economic sustainability. Sustainable Procurement Is about:
• Improving environmental performance building a green industrial base In South

Africa by increasing Investment In the green economy, enhancing renewable
energy procurement, the development of blo-fuels, dean coal initiatives,
promoting energy efficiency across the economy, waste recycling, reducing
carbon emissions through Improved public transport and a shift In moving freight
from road to rail;

• Cost savings including recognition of non-tangible benefits and costs;
• Promoting respect for human rights;
• Social economy considerations Including job creation, empowerment, poverty

reduction and transfer of skills; and
• Robust action against corruption.

Table 1 below Indicates the elements of Sustainable Procurement:

Chape?' 2 Introduction Pegr 1 ' of
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TABLE 1

Environmental
Considerations/
Green Economy

• Recycle;
• Reuse;
• Refurbishment;
• Efficient energy

consumption;
• Reduced noise levels; and
• Water conservation,

Social
Considerations

• Human rights protection;
• Zero tolerance for

corruption;
• Anti-child labour;
• Empowerment; and
• Good governance,

accountability and
transparency.

.xEguionife '
Considerations

• Cost effective
(savings);

• Job creation;
and

• Local supplier
development;

2.3 iSCM CONTROL OBJECTIVES

Transnet's ISCM function is aimed at achieving the following control objectives:
• To ensure that only goods and services required by the organisation are acquired;
• To ensure that goods and services are acquired in a manner that is fair, equitable,

transparent, competitive and cost effective;
• To ensure that demand is appropriately defined and supply is structured/executed in

accordance with the needs of the business;
• Tenders enable efficient/economical procurement from appropriate vendors considering

legislative requirements;
• To ensure that policies and procedures exist for the contract management process and are

standardised across Transnet;
• To employ and retain adequately skilled and sufficient supply chain and contract

management resources;
• To ensure that contract management is planned adequately and efficiently to enable

Transnet to achieve its business objectives;
• To ensure that all goods and services are properly and efficiently delivered against the

agreed standards and targets set out in the contract / 5LA;
• To effectively and efficiently manage and maintain all supplier relationships;
• To ensure that all contracts are adequately retained and maintained on SAP CLM or filed

manually;
• To ensure that all contract documents have been properly approved, finalised, filed and

archived either manually or electronically;
• To ensure Integrity of master data which will enable efficient, effective and economical

procurement decision making;
• To ensure that there is appropriate source of supply to meet demand requirements timeously

and that accurate and timeous payments are made to correct suppliers;
• Inventory is re-ordered promptly, at an appropriate level, to ensure availability when

required. Material items are appropriately defined and set-up with correct specification.
Inventory is appropriately safeguarded and secure; and

• To ensure fairness and diligence in the conduct and accounting of all scrap business practices
that are adopted and is supported by duly documented, approved and accessible policies and
procedures.

NOTE: The detailed Business Critical Activities (BCAs) derived from the above iSCM Control
Objectives are attached hereto as Appendix A (Business Critical Activities).

2.4 CONTROL SELF ASSESSMENTS

While the iSCM Control Objectives and BCAs form the basis for the Control Framework auditing
process, an additional tool used to assess the effectiveness of risk management and control

f I Introduction
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processes are quarterly automated Control Self Assessments CCSAs). The ratings of controls are
completed by staff whose normal day-to-day responsibilities fell within the ambit of the Control
Framework being assessed. CSAs are therefore regarded as the Transnet Entity's own assessment of
the maturity of Its controls In a particular process.
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CHAPTER 3: SCOPE AND EXCLUSIONS

The PPM is applicable to all acquisitions across the Transnet Group regardless of the value of the
transaction, save for the exclusions mentioned in Table 2 below. The PPM has been aligned to the
Construction Industry Development Board ("CIDB") Act, Regulations and Standard for Uniformity in
Construction Procurement (Standard for Uniformity) and applies to all construction procurement
across Transnet as indicated In paragraph 3-5 below.

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 detailed in this document (the PPM), aim to establish
the framework within which all 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.

3.2 DIRECTIVES AND INSTRUCTIONS

Other formal procedural manuals, directives, circulars or practice notes may be issued from
time to time, either from i5CM (the GCSCO), or from an Operating Division ("OD"), AC or
Group Function and these should be read in conjunction with this Manual. The GCSCO may
issue directives which have application Group wide. An OD CPO or CE may issue directives
within the framework of the PPM which are only applicable within that particular OD. An OD AC
may issue directives to further regulate the functioning of its AC/s but within the framework
prescribed by the PPM. Directives issued by Group and those that are issued by ODs must, as
far as possible, be read harmoniously in order to avoid conflicting instructions. In the event of
a conflict between directives that cannot be reconciled through harmonious interpretation, the
directive issued by Group shall prevail.

It must be noted that any directive that changes any substantive principles of the PPM will be
issued only on approval from the ADC. Where any conflict arises between such directives and
the PPM, the later dated approved document shall prevail. For a list of the current
applicable PPM Directives, please refer to Appendix G.

3.3 COMPLIANCE WITH THE PPM

3.3.1 Subject to paragraph 3.6 below, all procurement within Transnet must be conducted
by supply chain officials within Transnet in accordance with the PPM.

3.3.2 The PPM also includes recommendations/guidelines which do not require mandatory
compliance. These are clearly marked as "Guidance Notes" throughout the
document.

3.3.3 Non-compliance with the Supply Chain Policy and material provisions of 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.

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

3.3.5 Failure to comply with the Supply Chain Policy and material 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 will only be granted in
exceptional circumstances.

3.4 PURCHASING PROCEDURES
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These procedures cover the purchasing and supply of all Goods, Services (tangible and
intangible), fixed assets, construction-related procurement and the appointment of
consultants. The aforementioned are in respect of both Operational and Capital expenditure.

3.4.1 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 Transnet Disposal and Scrap Directive for movable
assets, components, production materials and scrap metal.

3.5 CONSTRUCTION PROCUREMENT PROCEDURES

This PPM has been aligned to the Construction Industry Development Board fCIDB") Act,
Regulab'ons and Standard for Uniformity and applies to all construction procurement across
Transnet. In relation to construction procurement, to the extent that there Is any conflict
between the PPM and legislation related to construction procurement, trie legislation shall
prevail unless Transnet has received any specific exemptions from the CIDB legislation.

Where different procedures apply to general procurement and construction procurement, the
CIDB logo will appear next to the procedures relating to construction procurement only.

Other formal procedural manuals, directives, circulars or practice notes relating to Construction
Procurement may be issued from time to time and these should be read in conjunction with
this Manual.

At the start of every Chapter following this Chapter there will be an indication regarding the
application of the Chapter to construction procurement procedures.

3.6 PPM EXCLUSIONS

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

TABLE 2

• The selection of Enterprise Development (ED) beneficiaries. The selection of ED beneficiaries is
conducted in terms of the ED Policy as well as the ED Procedures Manual. However, the
award of any contracts to ED beneficiaries must follow the PPM.

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, testing and certification mandated to certain entities by legislation e.g.
The South African Bureau of Standards and the Perishable Products Export Control Board.

Advertising in newspaper/magazine publications (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 suppjiedjq Transnet, including the provision of related Services,
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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.

The sale and lease-out of Immovable property. Refer to the Transnet Group Delegation of
Authority Framework and relevant Transnet Property policy/policies.

As a general rule, the hiring of Immovable property (lease-In) by Transnet from a landowner
must follow a procurement process In terms of the PPM. The only exception to this rule (I.e. the
only exclusion) would be a situation where there Is only 1 possible landowner from which
Transnet can lease the property due to Its specific location e.g. If Transnet needs to lease a
specific small area of land from a farmer to erect a communication tower. In such a situation,
the CPO or his/her delegate may approve such a transaction.

The purchase of immovable property by Transnet must also follow a procurement process until
such time as the Transnet Group Property Acquisition Policy has been approved. The only
exception to this rule (I.e. the only exclusion) until the Transnet Group Property Acquisition
Policy has been approved, would be a situation where there Is only 1 possible landowner from
which Transnet can purchase the property due to its specific location e.g. If Transnet needs to
purchase a specific small area of land from a farmer to erect a communication tower. In such a
situation, the CPO or his/her delegate may approve such a transaction.

Sponsorships and donations by Transnet, which are strictly governed by the Transnet Group
Delegation of Authority Framework.

Restructuring and sale of businesses which Is governed by the Delegation of Authority
Framework.

The disposal of all movable assets, e.g. the disposal of redundant PC equipment, cell phones,
office equipment and furniture must be property controlled In terms of the Individual
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 which are required on a once-off basis and are under R2
million In value, provided that such transactions are approved by the person with the required
DoA. Such quotes must be sourced and processed by the end user department requiring the
training.

Renewal of software licenses or network updates that can only be done by the original
appointed Service Provider.

The award of permits and licences e.g. the award of a licence to operate a port terminal or
provide a port service In terms of the National Ports Act.

• Treasury transactions related specifically to the appointment of service providers for Transnefs
funding and hedging requirements are not subject to the PPM.

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.

3.7 APPLICABLE TRANSACTION VALUES

When considering transaction values throughout the PPM, the following must be taken into

Chapter 3 'y-opa and Exclusions
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account:

3.7.1 the PPPFA requires that the 80/20 and 90/10 preference point system be
determined based on the R l million threshold (all applicable taxes Included).
In terms of the regulations Issued In terms of the PPPFA, *all applicable
taxes" Includes value-added tax, pay as you earn, income tax, unemployment
Insurance fund contributions and skills development levies. Therefore the
evaluation process must be conducted Inclusive of all applicable taxes;

3.7.2 the approval of budgets Is determined exclusive of VAT;

3.7.3 delegation of authority values are also exclusive of VAT as per the Group
Delegation of Authority Framework; and

3.7.4 the determination of whether a transaction Is above or below the R2 million
threshold for the purposes of determining whether the open tender/
confinement or quotation system is applicable is assessed excluding
applicable taxes.

3.8 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 I.e. 1 June 2015. Procurement
processes Initiated prior to the commencement date must be dealt with In accordance with
the rules that were applicable at the time [f.e. the October 2013 version of the PPM],

Chapter 3 Sfope and Exclusions Paga ^3 of 244
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CHAPTER 4 : APPLICABLE LEGISLATION AND POLICIES

4.1 CONSTRUCTION-RELATED LEGISLATION

Construction procurement must be in compliance with the requirements of the Construction
Industry Development Board Act (CIDB Act), 38 of 2000 including the CIDB Regulations and
Standard for Uniformity, as amended. With regard to Transnefs policies on Preferential
Procurement and Supplier Development, these must be pursued in construction procurement
but only to the extent allowed by the CIDB legislation. Construction Procurement methods to
support Supplier Development are covered in the methods for evaluation.

4.2 GENERAL LEGISLATION

The following legislation forms part of the regulatory universe of Transnet's Supply Chain
function and has been taken into consideration in the formulation of this document:

TABLE 3

LEGISLATION AND GOVERNMENT POLICY

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 2007 and 2013 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, 10B of 1996

The Construction Industry Development Board Act (CIDB Act), 38 of 2000 including the
CIDB Regulations and Standard for Uniformity, as amended

The Conventional Penalties Act, 15 of 1962

The Currency and Exchange Act, 9 of 1933

The Customs and Excise Act, 91 of 1964

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 I I

The Local Procurement Accord

The National Development Plan (NDP)

The National Environmental Management Act, 107 of 1998

The New Growth Path (NGP)

The Occupational Health and Safety Act, 85 of 1993

•__ J ! * Preferential Procurement Policy Framework Act (PPPFA), 5 of 2000 as amended.
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LEGISLATION AND GOVERNMENT POLICY.

including the Preferential Procurement Regulations of 2011 • effective 7 December 2012

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 (PAJA), 3 of 2000 as amended

The Protection of Constitutional Democracy Against Terrorist and Related Activities Act,
33 of 2004

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)

Directives and Instruction Notes including Guidelines Issued by National Treasury (and
other government agencies) from time to time which are applicable to entities listed In
Schedule 2 of the PFMA.

United Nations Global Compact

4,3 POLICIES

4.3.1 General Overview of Transnet Policies

The following policies and procedures which are available on the Transnet Intranet are
supplementary to the PPM and should be taken Into consideration, where applicable.
Persons using the PPM must apply the most recent version of the documents listed In
Table 4 below

TABLE 4

TRANSNET POLICIES AND PROCEDURES

• Transnet Code of Ethics

• Cell phone Policy

• Contract Management Policy

• Counterparty Risk Management Policy

• PC Disposal Policy

• Declaration of Interest and Related Party Disclosure Policy

• Delegation of Authority Framework

• Group Compliance Policy

• Gifts and Hospitality Policy

• Supply Chain Policy

• Procure to Pay Procedures(P2P)

• High Value Tender Process

• Records Management Policy

• Transnet Disposal and Scrap Directive for movable assets,
components, production materials and scrap metal

• Supplier Development Plan, 2012-2015

• Transnet Broad-Based Black Economic Empowerment Policy

• Finance Risk Management Framework

• The Public Finance Management Act Policy

POLICYOWNER

Company Secretariat

ICT

Group Legal

Finance

ICT

Company Secretariat

Company Secretariat

Group Compliance

Company Secretariat

ISCM

ISCM .

fSCM

Company Secretary

ISCM

ISCM

Group Compliance

Treasury

Finance

Chapter ** Applicable Legislation
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TRANSNET POLICIES AND PROCEDURES

• The Supplier Development Policy (to be approved)

• Enterprise Development Strategy (to be approved)

• Enterprise Development Procedures Manual (to be approved)

POLICYOWNER

iSCM

iSCM

iSCM

4.3.2 Preferential Procurement

a) Strategic Intent

Patterns of racial inequality (as well as other forms of sodal inequality) stubbornly persist
two decades after the demise of apartheid. There is also a huge disparity in income
distribution between social groupings. Transnet will therefore art 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:

• allocating either 10 or 20 preference points in accordance with the PPPFA based on
the B-BBEE status of an enterprise In terms of its valid B-BBEE scorecard;

• requesting an enterprise to commit to improving or sustaining its B-BBEE
performance over the contract period In terms of priority elements which are as
follows: ownership, employment equity, skills development, enterprise and supplier
development (This will be referred to as a B-BBEE Improvement Plan);

• encouraging bidders to form Joint Ventures (3Vs) with black owned entities,
alternatively to sub contract a minimum percentage of the contract to black owned
companies;

• promoting the procurement of Goods, Construction Works and Services from EMEs
and QSEs where practically possible;

• 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;

• stipulating that an Enterprise awarded a contract in relation to a designated sector,
may not subcontract in such a manner that the local production and content of the
overall value of the contract is reduced to below the stipulated minimum threshold.

• 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.

June 2015
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The underlying objective of the Preferential Procurement methodology Is to create an
enabling environment for B-BBEE enterprises to access available procurement opportunities
within Transnet and to add value to the supply chain.

b) Scope and applicability

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

(ii) The approach shall apply to and Impact on all levels (Rand value) and types
of Bids, I t will also apply to 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 This will be dealt with In terms of the
legislation and policies applicable to that area of Transnefs operation.

(lii) 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.

(iii) To promote preference In the procurement of Goods, Construction Works and
Services, targets will be set and implemented by all the ODs.

Transnefs approach to preferential procurement Is dealt with.In more detail In
Chapter 10.

4.3.3 Transnefs Supplier Development Programme - Strategic In ten t

a) Background

Government economic development policies such as the National Development
Plan, New Growth Path (NGP) and IPAP 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 compeb'tive Service, while at the same tfme, creating
opportunities for new entrants to the market and stimulating job creation through
the implementation of its SD mission.

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

• Black youth;
• Black women;

• Black small businesses;

• Black people living with disabilities; and/or

• rural Integration, upliftment and development

•i Apa(\r*;oh Leg'S^u-m jr.d Polices Page 27

0058-0374-0001-0313

TRANSNET-REF-BUNDLE-03265



1378
FOR INTERNAL USE ONLY PROCUREMENT PROCEDURES MANUAL

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 win 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 and SD plan forms the framework within which Transnet
will implement its SD initiatives.

Transnet will achieve its SD objectives by:

• Requiring winning bidders to take steps to ensure that Supplier Development
commitments are Implemented as per their finalised SD Implementation Plan

b) Applicabi l i ty

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.

• Indust r ia l 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.

Chapcsr A Applicable LeyisirUiori anrt Policies Pa^e 2S of
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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).

4.3.4 Enterprise Development & Supplier Development (ESD) as per the B-BBEE
Codes - Strategic Intent

a) Background

This element of the B-BBEE scorecard measures specific initiatives in favour of QSEs and
EMEs which are at least 5 1 % black owned (beneficiaries) to meet the following
objectives:

• Enable or accelerate the development of a beneficiary;
• Achieve beneficiary sustainability;
• Achieve beneficiary financial independence; and
• Achieve beneficiary operational independence.

ESD is defined as a program of developing Small and Medium enterprises, called
beneficiaries, by investing time, money, and capital in order to contribute to the
development, sustainabifity, financial independence, and operational independence of
those beneficiaries. Enterprise Development Contributions consist of initiatives in favour
of a beneficiary by a measured entity in these forms i.e. Monetary: money; Non-
Monetary: time and capital; recoverable and non-recoverable.

0058-0374-0001-0315
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Transnefs ESD approach will address both financial and non-finandal ESD Initiatives
which provide ED benefidaries with, Inter alia, support as listed below:

• Mentorshlp support
- Business Development
- Tendering skills support

Technical support
- Business compliance

• Capacity Building
Building and finance (Shorter payment terms)
On site mentoring
Leamershlp through Transnet School of Academy

b) Applicability

I t Is important to differentiate between ESD within the context of the B-BBEE scorecard
and Transnefs Supplier Development Initiatives, The former relates to monetary or non-
monetary contributions carried out for the benefit of value-adding suppliers to a
particular company with the objective of contributing to the development, sustalnabllity
and finandal and operational Independence of those beneficiaries, The latter relates to
improving the sotio-economic environment through initiatives that are committed to as
part of a contract award that contribute to the development of a competitive supplier
base in relation to a particular industry. ESD Initiatives within the context of the B-BBEE
scorecard fall outside the ambit of the PPM. Unless a particular Enterprise Development
initiative involves the procurement of Goods/ Construction Works or Services, ESD
Initiatives fall outside the ambit of the PPM- Once approved, please refer to the
Enterprise Development Procedures Manual for Information regarding ESD Initiatives.

"o?
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CHAPTER 5 : CODE OF ETHICS

This Chapter is applicable in totality to construction procurement and general procurement
activities. Please refer to paragraph 5.4. regarding the difference between bidders' prior
involvement in genera! procurement and construction procurement.

5.1 SUPPLY CHAIN CODE OF ETHICS

5.1.1 Transnefs Code of Ethics sets ethical standards for business practice and individual
business conduct. It assists all Transnet stakeholders with their ethical deliberations
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
members and employees (including employees employed on fixed term contracts
and temporary employees) are expected to act when engaging in any supply chain
related activities. This will earn Transnet the reputation of being:

a) transparent and fair in all dealings and disclosures;

b) politically unbiased;

c) committed to providing Quality Goods, Construction Works and Services;

d) committed to transformation and empowerment;

e) proud of its integrity and credibility;

0 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;

f) 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

f) maintain an attitude of zero tolerance toward any form of bribery, corruption
and inducements.

0058-0374-0001-0317
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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 miyhL
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 clearly in submissions to the AC or to the
delegated Manager for transactions falling below the AC's jurisdiction.

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 Transnet's List 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.

5.2.1 Where it is necessary to disclose confidential information 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. In appropriate Instances,
Transnet may require that NDAs be signed with prospective bidders before issuing
the bid documentation to them.

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:-

Owote £ Co*:* .if Crhics Psgd 32 of 2-H
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a) Transnet may choose to pay the supplier outright for its IP in the Goods and
purchase the Good? with its IP, in such instances, the supplier relinquishes
its rights to the IP and Transnet acquires al! 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 or a Confinement 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 article is required by Transnet, it is preferable
that Transnet issue an Open Bid stating that the patented item or "anything
similar" is required. Alternatively, Transnet may choose to confine the tender
to the manufacturer concerned. In this instance the supplier remains the
owner of the IP in respect of the article.

5.4 BIDDERS' PRIOR INVOLVEMENT IN PROCUREMENT

As a general rule, service providers or contractors that were involved in the
preparation of a scope of work or in prior stages of a particular procurement project
shall be precluded from submitting bid offers for that procurement project. This is due
to the unfair advantage they may gain as a result of prior knowledge of the project.
This rule applies unless there are grounds for confinement as Indicated in paragraph
15.1.2 of the PPM. It does not apply to a 2-stage RFX process as detailed in paragraph
14.6 of the PPM.

South African National Standard (SANS) 294:2004 on Construction Procurement
Processes, Methods and Procedures, paragraph 6.1.1 (which is incorporated In the
best practice guidelines published by the CIDB and the Standard for Uniformity in
Construction Procurement) states that as a general rule, agents and contractors that
are commissioned to prepare a scope of work for a particular procurement shall be
precluded from submitting tender offers for that procurement. The Note to this
paragraph, however, states the following: "Agents and contractors who prepare trie
scope of work for engineering and construction works contracts where the design
and build contracting strategy is adopted, may submit tender offers to perform such
work'.

Contractors who prepare a procurement document or part thereof for engineering
and construction works contracts may submit a bid for work associated with such
documents provided that:

a) Transnet states In the tender data that such a contractor is a potential
bidder;

b) all the information which was made available to, and the advice provided
by, that contractor which is relevant to the tender, will equally be made
available to all potential bidders upon request, if not already included in the
scope of work;

c) the relevant CPO is satisfied that the bid document is objective and
unbiased having regard to the role and recommendations of that contractor;
and
d) the contractor has signed a declaration of interest.
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b.b GIFTS AND GRATUITIES

5.5.1 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 and/or hospitality packages as a token of appreciation. The
Transnet Gifts and Hospitality Policy regulates and controls the acceptance and
giving of gifts/invitations to hospitality events.

5.5.2 The acceptance and giving of gifts exceeding the retail value (currently Rl 000.00)
stipulated in the Transnet Gifts Policy, as amended from time to time is prohibited.

5.5.3 The acceptance and giving of many low retail value gifts which cumulatively exceed
the retail value (currently R l 000.00) stipulated in the Transnet Gifts Policy, within
a 12 month period is prohibited.

5.5.4 The provision and acceptance of hospitality packages exceeding R 5000.00 in value
and the acceptance and giving of many low value hospitality packages which
cumulatively exceed R5 000.00, within a 12 month period is prohibited.

5.5.5 The exchange of gifts not exceeding Rl 000.00 and hospitality packages not
exceeding R 5000.00 in retail value may be given or accepted, limited to 4 events
per employee per financial year, provided that such gifts/hospitality packages 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 the Declaration of Gifts Received and Given System.

5.5.6 Under no circumstances should gifts, business courtesies or hospitality packages be
accepted from prospective suppliers participating in a bid process at the respective
employee's Operating Division, regardless of retail value, from the Inception of the
transparent procurement process 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.

5.5.7 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 to
constitute corruption, 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 ail 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.

5.5.8 Employees are not permitted to accept gifts or buy Goods, Construction Works 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.

5.5.9 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 Transnet's
own account and be fully motivated in terms of the DoA Framework. All overseas
visits have to be fully motivated in terms of the normal procedures for overseas
visits. If current suppliers need to pay for employees to travel to their offices or
plants overseas, these requests need to be properly motivated and approved by the
GCE.

5.5.10 In terms of the National Treasury Instruction Note 01 of 2013/2014 on Cost
Containment Measures, Transnet must ensure that team building exercises and
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social functions. Including year end functions (I.e. any social, recreational or
entertainment events) are not financed by any suppliers or sponsors.

5.5.11 The following business courtesies are allowed, provided that the cost per Instance
does not exceed the amount as stipulated in the Gifts and Hospitality Policy within
a 12 month period:

a) entertainment;

b) advertising material of small Intrinsic value such as pens, paper-knives (letter
opener), diaries, calendars, etc

5.5.12 A monetary limit will not be placed on business meals.

5.5.13 The employee must disclose the acceptance of any gift or business courtesy as
soon as practically possible, but within 14 days of receipt or gMng of the gift and
delare electronically through the Electronic Gifts Registry System (EGR5) or
manually declare as set out In the Policy.

5.5.14 An employee may not accept more than 2 gifts from the same supplier within a 12
month period irrespective of the retail value.

5.5.15 In addition to the procedure for accepting gifts set out In the Gifts and Hospitality
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 a proper gift register of all 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.

5.5.16 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 and Hospitality Policy and must be used at all times to ensure that all relevant
Information and signatures of approval are captured.

5.6 DECLARATION OF INTEREST

5.6.1 In terms of the Companies Act 71 of 2008, directors or officers of a company have
a duty to disclose their Interests In contracts.

5.6.2 The Transnet Declaration of Interest and Related Party Disclosure Policy for
Directors provides guidance in a non-exhaustive manner on: the duties of Directors
to avoid a conflict of interest and the disclosure of directorships held In other
companies; the duties of Directors to disclose a conflict of Interest In accordance
with legislation and Transnefs policies; and provides guidelines to all directors as
to how to disclose and manage conflicts of interests.

5.6.3 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 of Transnet

5.6.4 The Transnet Declaration of Interest and Related Party Disclosure Policy defines a
conflict of interest to Include inter alia, a situation in which:

• "An Employee has a personal financial Interest;

• An employee has private Interests or personal considerations or has an
affiliation or a relationship which affects, or may affect, or may be
perceived to affect his/her judgment In acting In the best Interests of
Transnet, or could corrupt the employee's motivation for acting In a
particular manner, or which could result In, or be perceived as favouritism
or nepotism;

• An employee uses his/her position, or privileges or information obtained
while acting In the capacity as an employee for:

- Private gain or advancement; or

Ch^tfrS Cct̂ e of Etfirrs Fage3W2«-»
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- The expectation of private gain, or advancement, or any other
advantage gccruino ro the emp'oyee or any member of his/her
family, or friends or business associates."

5.6.5 The following definitions must be read with the definition of conflict of interest as
per the Transnet Declaration of Interest and Related Party Disclosure Policy:

• Affiliation: Involvement with a vendor, service provider or competitor of
Transnet on the part of an employee, a person "related to the employee or
the employee's family, or friends or business associates, including serving
as a shareholder, board member, employee, consultant or advisor to the
aforementioned entities.

• Nepotism: The appointment, employment, promotion or advancement of
a related party in a position or the advocacy of such actions by any
employee where that employee is able to influence, directly or indirectly,
the decisions relating to these specified actions.

• Favouritism: An inclination in attitude or behaviour to show preferential
treatment towards a certain person, group or entity.

• Involvement: Business, social or family connection which may contribute
to any undue influence in favour of a third party.

• Personal Financial Interest: A direct material Interest of a person of a
financial, monetary or economic nature or to which a monetary value may
be attributed.

• Material: when used as an adjective means significant in the
circumstances of a particular matter to a degree that:

- Is of consequence in determining the matter; or

- Might reasonably affect a person's judgment or decision-making in
the matter; or

- Could influence the economic decisions taken in a matter.

• Related: When used in respect of two persons, means persons who are
connected to one another in any manner contemplated below:

- An individual is related to another individual if they-

• are married or live together in a relationship similar to a
marriage; or

• Are separated by no more than two degrees of natural or
adopted consanguinity or affinity;

- An individual is related to a juristic person if the individual directly
or indirectly controls the juristic person as determined in
accordance with the definition of Control; and

- A juristic person is related to another juristic person if-

• Either of them directly or indirectly controls the other, or
the business of the other, as determined in the definition
of Control;

• Either is a subsidiary of the other; or

• A person directly or indirectly controls each of them, or the
business of each of them, as determined in accordance
with the definition of Control as defined in the Transnet
Declaration of Interest and Related Party Disclosure Policy.

5.6.6 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.

5.6.7 Declaration of a direct conflict of interest as defined in paragraphs 5.6.3 and 5.6.4
will result In automatic recusal of an employee.

Ctep t * 5 C-cdf -i FTims Page Jc af 24')
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5.6.8 An Indirect Interest may include, but is not limited to being involved In:

a) the drafting of the specification or bid documents;

b) the Issuing / advertising of the bid; or

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

5.6.9 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.

5.6.10 Bid documents must always contain a clause for prospective Bidders to declare any
possible direct family or business relationship or affiliation with a Transnet
employee as defined in paragraph 5.6.5 above and in the Transnet Declaration of
Interest and Related Party Disclosure Policy.

5.6.11 Although business with Enterprises that have relationships with Transnet
employees In terms of 5.6,10 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 dedde 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 falling to declare such relatfonshlp(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) if they
are found to have been complidt in the concealment of their relationship with the
Bidder. The company or companies involved will be placed on Transnefs Ust of
Excluded Bidders.

5.6.12 All Transnet employees / board members involved In procurement activities are
under a duty to dedare 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. TTie following must be noted
with regard to the duty to dedare Interests:

a) In terms of the "Dedaration of Interest and Related Party Disdosures Policy*
all employees are required to submit an annual dedaration of interest These
dedaratlons are kept by the Group Company Secretary for employees at
Group. Depending on the spedfic OD, dedarations are kept by the OD
Company Secretary, Compliance officer or the Legal department In respect of
OD employees;

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

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

d) employees Involved in procurement activities other than evaluation, post
tender negotiation, or adjudication (such as buyers) will.only be required to
dedare an interest if they in fact have an interest In a particular matter. Should
such an employee not make any dedaration In a particular matter, he/she will
be deemed not to have an Interest in the matter. If It is later discovered that
an employee did have an Interest which he/she failed to dedare, such
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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.

5.7 FRAUD AND CORRUPTION
5.7.1 Transnet insists on honesty, integrity and acting beyond reproach at all times and

will not tolerate any fonm of Improper Influencing, bribery, corruption, fraud or any
other unethical conduct on the part of Bidders / Transnet employees.

5.7.2 I f 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 Ust 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.

5.7.3 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.

5.7.4 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@Up-offs.com

• Fax number : 0800 007 788

• Freepost DN 298, Umhlanga Rocks, 4320

5.8 BID RIGGING

5.8,1 Bid rigging or collusive tendering Is a form of prohibited restrictive horizontal
practice in which companies effectively Inflate prices In markets where the
customer acquires goods or services through soliciting bids. Bid rigging can take
many Informs including, but not limited, to the following:

a) cover quoting where companies In a bid process will agree on who will place
the winning bid and the others submit non-competitive bids as a way of giving
the customer a false Impression of competition In the bidding process;

b) bid rotation where conspiring companies continue to bid, but they agree to
take turns being the winning bidder; and

c) bid suppression where one or more companies agree to refrain from bidding or
to withdraw a previously submitted bid.

5.8.2 It is Important to note that Indications of possible bid rigging may have Innocent
explanations. For example, two companies may share a common holding company
but they may be completely Independent of each other and may participate as

pter 5 Code of Ettxs . Pag* 33 or 244
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legitimate competitors in a bid process. It is important not to make assumptions
about suspected bid rigging until an investigation has been conducted,

5.8.3 The Competition Commission may investigate any restrictive horizontal practice
including price fixing, market allocation and collusive bidding amongst firms who
submit bids and this includes and is not limited to agreements amongst competing
bidders to rotate bids, fix prices and engage in cover pricing.

5.8.4 If a particular bidder/s is/are suspected of bid rigging, the matter must be reported
to the Group ISCM Governance department. Governance, in consultation with the
Group Legal department will decide on whether the matter must be reported to the
Competition Commission for further investigation or whether the matter will be
investigated internally and addressed through other remedies induding Transnet's
Blacklisting process as outlined in Chapter 23.

5.9 TRANSNET'S SUPPLIER INTEGRITY PACT

5.9.1 Transnefs Supplier Integrity Pact requires a commitment from suppliers and
Transnet that they will not engage in any:

a) Corrupt and fraudulent practices;
b) Anti-competitive practices; and
c) Act in bad faith towards each other.

5.9.2 The Integrity Pact also serves to communicate Transnet's Gift Policy to suppliers as
Weil as the remedies available to Transnet where a Bidder contravenes any
provision of the Integrity Pact.

5.9.3 Ail Transnet Bidders must be required to familiarise themselves with the contents of
the Integrity Pact and agree to the terms thereof which is available on the Transnet
Internet site. In addition, the Supplier Integrity Pact must be incorporated by
reference in the contract with suppliers/service providers.

5.10 PROTECTION OF CONSTITUTIONAL DEMOCRACY AGAINST TERRORIST AND
RELATED ACTIVITIES ACT

5.10.1 The abovementioned Act provides for measures to suppress terrorism and the
financing of terrorist activities. Transnet will need to ensure that it does not
transact with countries, entities or individuals who engage in terrorist related
activities.

5.10.2 The President has published for information a notification in respect of entities identified by
the United Nations Security Council, (UNSC)in terms of section 25 of the Protection of
Constitutional Democracy against terrorist Act. In terms of this Notice the UNSC has
updated the consolidated list with regards to entities which have been identified as being;

a) An entity which commits or attempt to commit any terrorist and related action
or

b) An entity against whom Member States of the United Nations must take the
actions specified in the Resolutions of the UNSC, in order to combat or prevent
terrorist and related activities.

5.10.3 Impact on Transnet: The Notice provides for the list of entities, Identified as those entities
which commit terrorist activities, trius Transnet will have to consider the consolidated list,
with regard to same when interacting or engaging with other entities. The updated list is
available electronically on the following websites;

• htto: //www, un.oro/sc/cpmmtttees/1267/AOItst,html
- httD://www.un.Qra/3c/cDfT1rnlttees/1988/Usthtml

•jt/ia
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• http://www.saos.Qov.23

5.11 SANCTION

Non-compliance with Transnefs 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 dvU action.

June 2015
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CHAPTER 6 : DELEGATION OF AUTHORITY FOR PROCUREMENT PROCESSES

This Chapter is applicable in totality to construction procurement and general procurement
activities.

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* ivories within the context of Procurement

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

Step 3 2) The CEOs of ODs and Specialist Units
3) Group EXCO members

CEO sub-delegates certain powers to his/her CPO

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
Steps j etc.

Figure [2] - Delegation of Authority
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6.2. DELEGATION OF AUTHORITY FRAMEWORK

Ths TransrieL Delegation of Authority (DoA) Framework sets out the powers delegated to
certain officials (e.g. GCE, GCFO, OD CE, etc.) to perform specified tasks in relation to
various areas of operation (e.g. finance, treasury, procurement, etc.). As per the Framework
the applicable monetary limits are exclusive of VAT. The following powers, depicted in Table
5 below, are derived from the Transnet Delegation of Authority Framework effective 1
September 2014. 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.

For delegation of authority or Procurement delegations for the monetary limits indicated in
Table 5 and monetary limits below this level, a specific written sub-delegation of authority
must be given by the original bearer of authority to his/her subordinate/designate. Please
refer to paragraph 4 of the Transnet Delegation of Authority Framework effective 1
September 2014 in this regard.

APPROVAL
AUTHORITY

Transnet
Board

AD©

Group EXCO

GCE

GGFO

GCSCO

ODGE
including
TCPGE

OD/SU Main
AC

Appro va

Open
tenders

>R
2 000m

<R
2 000m

Nil

000m

<R750
m

<R525
m

<R450
m

Nil

TABLE'
PROCUREMENT DELEGATION

to approach the market

Confined
tenders

*s. O

1000m

<R
1000m

Nil

<R250m

Nil

Nil

Nil

Nil

Consultants

>R300m

<R300m

<R200m

<R200m

<R50m

Nil

<R25m

(per
annum)

Nil

Management's
intervention to
address non-
compliance

with
procurement

policies &
procedures

>R 1000m

<R 1000m

Nil

<R250m

Nil

Nil

Nil

Nil

Enter into
& signing of
contracts &

award of
business
(including

scrap sales)

>R 2 000m

<R2 000m

Nil

<R1 000m

<R750m

<R525m

<R450m

Nil

Procurement
process

(governance
structure)
approval

>R 2 000m

<R2 000m

Nil

<R1 000m

<R750m

<R525m

Nil

<R450m

. - ; 20'.:
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GE/ HOD
(budget

owner) of
Specialist
Unit, exd.

TCP

Group
Exco Members

(Specialist
Units*

exd.TCP)

m

Nil

Nil

Nil

Nil

<R10m

Nil

Nil

<R5m
subject to

the
contract

period not
exceeding 5

Years

<R30m

Nil

Nil

6.3. POWERS VESTED I N 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:

Dclegatuc Delegation in terms of
Transnet DoA Framework

Power-, iicquired in t o IDS
Of the PPM

Delegation in terms of
a "general blankU"

delegation

GCE

0 0 CEO

OOCPO

•Approve Confinements SR25Om
•Consultants sR200m
•CondorwUors i R250m
•Going to market on open tender
&. sgn contracts S Rl OOOm

•Consultants <R50m
•Going to market on open Cs
& sfcjn contracts S R750m

•Approve consultants s R25m
p.a
•Going to market on open
tenders a sign contracts s

Going to market on open
tenders 6 sign contracts
depending on the velue
defecated by the OD CEO

Going to narltet en open
tenders a s»gri ccntracts
depending on the va'ue
delegated by the 00 CPO

Final arbiter For appeate on

Approve d*os>cn to blacklist

Approve 00 Approved Lets
Appoint AC fi Chdr/ members
Mediate doagreements between
AC and line/procurement, etc

Delegate powers to CFSTs, CFET
& PTN teams, e/npowc
procurement to utilise quotation
system & emergency purchases
and (nrtiate blacklisting
proceedings

, CFET & PTN
teams
Utttee quotaftxi system end
emergency purchases, bsue
open tenders and inmate

1 btecfcfebng cases

Responsible for the day-to
day running of Transnet

N/A to procurement

Responsible Tor the day-to
day runnng of the
operating division

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

Responsible for the day to-
day pnxuremert t2sks and
functions

Figure [3] ~ Types of Delegated Authorities

6.4. DOA SUMMARY
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Rgures 4. to 10 below collectively represent a summary of the Delegations of Authority
required for various procurement approval processes and thresholds effective 1 June 2013.
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.

3 Step Procurement Approval Process for procurement at Transnet

Going to market

•Approving the approach to
market strategy involves
approving:
• the sourcing strategy
• The chosen procurement

mechanism
• the critical aspects of what

will be contained In the bid
document I.e. the evaluation
methodology and at a high
level, the evaluation criteria
and weightings

• 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 to
approve the process followed.

> A validation of the entJre
procurement process followed
before contract sign off can
take place.

«Approval of the procurement
process Involves scrutiny of
the fairness, transparency,
legatrty and general
commerclalfty of the tender
award.

Contract sign off /
award of business

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

• Contract sign off approval
Involves the Final award of
business based on a
Procurement Process
Approval.

• This approval carries with tt
the power to sign and enter
Into contracts on behalf of
Transnet for procurement
transactions.

[ Figure [4] - Procurement approval processes ]

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

(a) Approval to approach the market for open tenders

Approving the approach to market strategy involves approving the sourcing strategy as well
as the critical aspects of what will be contained In the bid document I.e. the evaluation
methodology and at a high level, the evaluation criteria and weightings.

Transnet Board'

Acquisitions & Disposals Committee

>R2 000 million

• *-; R2 000 million

Rl 000 million

R750 million

Group Chief Supply
Chain Officer

ODCE f
(including
TCP GEJ

Specialist
UnftXiE

R525 million

<R450mllion

< R75 million

*In terms of s 54(4) of the PFMA Transnet must obtain Ministerial approval for the acquisition of a
significant asset (exceeding R3,9 billion as per the 2013/2014 Shareholder's Compact) before
proceeding with the acquisition.
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Figure [5] - Approval to approach the market far open tenders

(b) Approval to approach the market for confined tenders

Transnet Board

Acquisitions & Disposals
Committee

> R1000 million

•<R1000 million

<R250 million

In terms of s 54(4) of the PFMA Transnet must obtain Ministerial approval for the acquisition of a
significant asset (exceeding R3,9 billion as per the 2013/2014 Shareholder's Compact) before
proceeding with the acquisition. _

Figure [6] — Approval to approach the market for confined tenders

(c) Appointment of consultants

Transnet Board' >R300 million

Acquisitions & Disposals Committee <R300 million

• <R200 million

ODCE"

Transnet
£XCQ

Menjbers

R50 million

R2S trillion per annum

< RIO million

**NB: Approval limits are cumulative per annum for OD CEs only.
*In terms of s 54(4) of the PFMA Transnet must obtain Ministerial approval for the acquisition of a
significant asset (exceeding R3,9 billion as per the 2013/2014 Shareholder's Compact) before
proceeding with the acquisition.
Consultants may only be remunerated at the rates prescribed in terms of Instruction Note 01 of
2013/2014 issued by National Treasury on Cost Containment Measures -and the Guideline
document thereto.

- Appointment of consultants
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(d) Procurement Process Approval

Procurement process approval involves a validation of the entire procurement process
followed before contract sign off can take place. Approval of the procurement process
involves scrutiny of the fairness, transparency, legality and general commerciality of the
tender award.

Transnet Board* >R2 000 million

Acquisitions & Disposals Committee S R2 000 million

< Rl 000 million

Group Chief Supply
Chain Officer

< R750 million

R525 mllion

OO
(incl. TCP&TCC)

Specialist
Unit AC

(exd. TCP
andTCC)

R450 million

• -• R5 million subject to contract not exceeding 5
years

• < the threshold of the Main Acquisition Council

NOTE: Should any approval body not agree with the recommendation, the matter must be referred
back to the recommending officer(s) for reconsideration or remotivation
Recommendations: The RAC, main AC and the ADC will support the recommendation for
transactions above their thresholds. Local/Regional AC normally only consider transactions <R2m
but OD CEs 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 R3,9 billion of the value of Transnefs asset base as per the
2013/2014 version of the Shareholder's compact) before proceeding with the acquisition

Figure [8] - Thresholds for governance structure approval of process

For transactions between R450 million In value and Rl 000 million in value, the following provisos
apply bearing in mind that process approval should ideally involve collective input from a multi-
disciplinary team:

The matter must first serve before the relevant Main AC to validate the process followed;
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• Thereafter, the relevant OD CE or SU Group Executive must validate and sign off on the
process;

• Compulsory validation and sign off of the process by the following Heads of Department:

- Group iSCM;

- Group Risk; and

- Group Legal.

For matters within the GCE's delegation, the GCFO's validation and sign off is also required prior to
the matter being submitted to the GCE for final process approval,

(e) Enter into and signing of contracts/agreements and award of business

Contract sign off approval involves the final award of business based on a Procurement
Process Approval, This approval carries with it the power to sign and enter into contracts
on behalf of Transnet for procurement transactions.

Transnet Board

Arqulsttions & Disposals Committee

>R2 000 million

< R2 000 million

< R10O0 million

<R750 million

Group Chief 5upply
Chain Officer • -̂  R525 mlllon

OD CEO (incl. TCP)

Transnet
Exco

Members

• *- R450 milfion

< R30 million

• < RS million subject to contract not exceeding 5 years

In terms of s 54(4) of the PFMA Transnet must obtain Ministerial approval for the acquisition of a
significant asset (exceeding R3,9 billion as per the 2013/2014 Shareholder's Compact) before
proceeding with the acquisition.

Figure [9] - Thresholds for contract sign off / award of business 1

(i) Contracts greater than R500 million as per the Group Delegation of Authority
Framework

Prior to entering into a high value (greater than R500m) / highly complex contract (especially for
Transnefs top 60% value opex items as dealt with by Transnet iSCM Strategic Sourdng
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); and
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• 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.

(ii) Contracts with foreign exchange exposure

Approval to 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 the contracts that may result in foreign currency exposure.

The duly authorised official must obtain prior written approval in respect of foreign exchange
agreements above R50m from Group iSCM, Group Legal, Group Treasury, Group Tax, Group
Risk, Group Insurance and Group Reporting, both where the contract will be concluded in
foreign currency and espedaily in such cases where foreign contracts will be concluded in South
African Rand, as this may expose Transnet to an embedded derivative. All foreign exchange
agreements above RIOOm must apart from the above also obtain written approval from the
GCFO. The GCFO may only sign-off after sign-off from Group Treasury, Group Tax, Group Risk,
Group Insurance, the Finance Departments {Group Finance/Reporting and Financial Planning),
Group Legal Services (the entire document) and Group iSCM.

(f) Management's Intervention to address non-compliance with procurement
policies and procedures (Condonations)

• > R1000 million
Transnet Board

Acquisitions & Disposals
Committee

<R1000 million

• <R250 million

Figure [10] - Management's intervention to address non-compliance wfth procurement
policies & procedures

6.5. FRAMEWORK FOR SUB-DELEGATION OF THE ADC & BOARD DOAs

6.5.1. In exercising the delegations referred to in Figures 5 to 9 above, the
ADC/Board exercises the following powers:

• Approval to go to market/ approval of the strategy;
• Approval of the RFI or RFP document;
= Approval of negotiations;
• Approval of the procurement process followed;
• Approval of contract award;
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• Contract sign off; and
• Approval of contract amendments.

6.5.2. Sub delegation from Board/ADC to the GCE

The following explains the framework for sub delegation to the GCE:

6.5.2.1. The approval of the RFP document and the signing of the
contracts should as a general rule always be sub delegated by
the Board/ADC to the GCE. This should apply Irrespective of
the value of the RFP or contract as one would expect this to be
a management function and not expect the Boand members to
be Involved In such detailed tasks unless they feel the need to
do so.

6.5.2.2. In Instances where the GCE approves the RFP document, the
RFP must first be reviewed and recommended by:

(a) The CE of the relevant Operating Division
(b) The Group Chief Supply Chain Officer; and
(c) The Group Chief Financial Officer.

6.5.2.3. Where the GCE signs a contract, the contract must first be
reviewed and recommended by the officials referred to in
paragraph 6.5.2.2 and In addition by the following persons:

(a) Group Executive: Legal Services;
(b) Chief Risk Officer.

6.5.2.4. For Opex or Capex contracts greater than R l billion but not
exceeding R5 billion in value, the Board/ADC may decide to
sub delegate any of the following additional responsibilities to
the GCE:

(a) Approval to go to market/approval of strategy;
(b) Approval of contract award; and
(c) Approval of contract amendments.

6.5.2.5. In determining whether to sub delegate any powers to the
GCE, the Board/ADC must take Into account the following
factors, inter alia:

(a) The degree of public Interest In the award of the contract;
(b) The reputab'onal risk to Transnet associated with the

contract;
(c) Whether all other risks associated with the contract have

been adequately mitigated;
(d) Whether lessons leamt from previous contracts have been

taken into account;
(e) Whether PFMA approval is required.

6.5.3. Sub delegation from Board to ADC

6.5.3.1. For Opex or Capex contracts greater than R5 billion but not
greater than R15 billion, the Board may sub delegate all Its

0058-0374-0001-0335
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responsibilities listed above to the ADC. The ADC may In turn
sub delegate any of these responsibilities to a person or body
within Transnet, Including the GCE.

6.5.3.2. As Indicated above, the authority to approve the RFP or sign
the contract should as a general rule be sub delegated to the
GCE.

6.5.3.3. As a general rule, the Board will not sub delegate any of its
functions for any contracts exceeding R15 billion in value,
unless It decides otherwise.

6.5.4. In all Instances where powers are delegated by the Board/ADC to the GCE,
or by the Board to the ADC, such powers must be exercised only when the
advice and sign off of the following functional areas have been obtained:

6.5.4.1. Group ISCM;
6.5.4.2. Group Risk;
6.5.4.3. Group Legal;
6.5.4.4. Group Treasury; and
6.5.4.5. Group Tax.

6.5.5. Subdelegation of Process Approval
For transactions exceeding Rl 000 million, the Board/ADC will not sub delegate
process approval to the GCE or lower. In instances where approval of the contract
award and contract sign off have been sub delegated to trie GCE, the Board/ADC
may sub delegate the approval of the process to Group EXCO. In such Instances,
the matter will first serve before the relevant Divisional Acquisition Council (DAC) to
recommend the award of business to Group EXCO. The GCE will only exercise his
powers to approve the award of contract and sign the contract after Group EXCO
has granted process approval.

6.5.6. Monitoring and Reporting

TTie GCFO and GCSCO shall on a quarterly basis report to the Board and the ADC
on all matters sub delegated by the Board/ADC to the GCE as well as all matters
sub delegated by the Board to the ADC.

The report must Include the following:

• The number of tenders Issued;
• The current stage of the procurement process;
• Progress made with contract negotiations;
• Process approvals granted by Group EXCO;
• the number of contracts concluded with suppliers, including details pertaining

to:
- the name of the supplier;
- the nature of the contract;
- the value of the contract;
- the duration of the contract;

Jure 2015 Page 50 of 24<;
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- the BBBEE level of the supplier;

- Supplier Development and Empowerment obligations of the supplier;

- Key contractual risks and details of the risk mitigation plan.

• the number and value of contract amendments.

6.6. SUBMISSIONS REQUIRING GROUP SIGN OFF

6.6.1. When any submission requires Group sign off, It must first be sent to
Group ISCM for review In draft form. Once ISCM and the relevant Transnet
Entity has agreed on the contents of the submission, only then must the
Transnet Entity submit the required documents for Group sign off with
signatures from the OD CPO, CE, etc This Is to prevent situations where
OD CEs / SU GEs sign documents but certain changes are required In terms
of Inputs from ISCM, which means that the submission must be re-done
and re-submitted for the CE/GE's signature.

2915 PaijSSt of
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TYPICAL PROCUREMENT CYCLE

Figure 11 below depicts a typical procurement cycle. Comprehensive guidance on each of
these steps is dealt with in the Chapters that follow:

Stepl

Demand Planning &
Management

Step 2

Procurement strategy
& Procurement

mechanism

Step?

Adjudication

Steps

Shortlisting [if
applicable)

Bid

Figure [11] -

Step 5

Evaluation

The Procurement Cycfe
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The following detailed flowchart depicts the entire procurement process:

Prepare
plan a .-id obtain

approval

Issue RFX

Establish CFST,
prepare

specification &
ssurefng strategy

Advertise RFX (if
applicable)

tended briefing
session (if
applicable)

Negotiation with
preferred bidders (if

applicable)

AC approval for
shortlisting and
negotiation (if

applicable)

Prepare TEAR report

After AC approval,
the person with DoA
must approve award

Develop and sign off
final contract

inform successful &
un:u(.cc>sful
bidders of tfie

outcome of the
process

Figure [12] - Detailed Procurement Process
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CHAPTER 7: DEMAND PLANNING & DEMAND MANAGEMENT

This Chapter is equally applicable in construction procurement and general procurement
activities. For all construction projects a procurement package plan (PPP) is required, A
procurement package plan is a collection of procurement events from a project. This
package plan requires approval prior to commencement of a go to market strategy.

7.1. PREFACE

7.1.1. Demand is a business requirement for Goods/Construction Works /Services raised by
the business/OD and received by the procurement department for further
processing/ such as sourcing and payment. There are 2 areas of demand i.e.
demand planning and demand management.

7.1.2. Demand Planning is the first step in the procurement process, where:

7.1.2.1. the business needs are assessed in order to ensure that the
required Goods/Construction Works/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 Goods/Construction Works/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.

7.1.5. Demand review is a strategic decision process ensuring that all
stakeholders are fully aware and agree to the Goods/Construction Works
/Services that are to be procured, why it Is to be procured, how it is to be
procured, and the cost.

7.1.6. Demand monitoring fs a tactical process ensuring that only the required
quantity and Quality of Goods/Construction Works/Services are sourced from
the right suppliers.

7.1.7. Demand improvement is a strategic and a tactical process ensuring that
the quality of demand improves continuously as the demand management

0058-0374-0001-0341
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process matures, with Initiatives such as reducing the demand and
rationalising the Goods/Construction Works/Service portfolio.

7.1.8. Therefore, the purpose of demand planning and management Is to ensure
that the resources required to fulfil the requirements Identified in
Transnefs Corporate Plan are delivered at the correct price, time and place
and that the delivered quantity and quality will satisfy those requirements.

7.1.9. Trie intention of demand planning is to:

7.1.9.1. to have a clear view of the demand requirements for major
strategic commodities;

7.1'.9.2. to ensure that end-users and the procurement department are
brought closer together In order to enhance efficiency and
achieve value for money; and

7.1.9.3. to foster an Improved working relationship of openness
between Transnet and Its suppliers and/or service providers.

7-2- INTRODUCTION & OBJECTIVES OF DEMAND MANAGEMENT

7.2.1. Demand management Is the planning methodology used to define, forecast
and manage demand. Through this process demand Is defined, agreed and
mapped to supply to ensure that what Is demanded Is relevant, accurate
and related to the ability to supply.

7.2.2. The objectives of demand management are to:
• Gather and analyse Information about customer, products and markets

as a basis for defining demand;
• Establish an accurate demand profile through broad demand Inputs

and forecasting accuracy;
• Align organisational capabilities to meet demand requirements;

. • Share and use the Information about market dynamics, product
Information and logistical challenges with all stakeholders Including the
end users/ business and other functional areas within ISCM;

• Establish cross functional consensus and responsibility of supply to
fulfill the demand requirement;

• Ensure that demand information Is shared across the planning levels
from strategic to tactical through to operational planning;

• Ensure that the Contract Manager documents ail relevant contractual
requirements relevant to the demand; and

• Proacrjvely manage demand variability through accurate forecasting,
demand shaping, scenario modeling and the delivery of plan to actual.

7.3. THE DEMAND MANAGEMENT CYCLE

Demand management Is a continuous cyde ensuring the accurate definition and alignment of
business demand:

t-jf 7 D^nard Planning a M yiagenidnt ?sg* 56 of 24*1
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Figure [13] - The Demand Management Cycle

7.4, ROLE OF PROCUREMENT IN MANAGING DEMAND

Procurement needs to manage the demand for Goods/Construction Works/Services by:
• identifying, analysing, validating and prioritising identified demand;
» compiling an annual procurement plan based on the demands Identified by the end

user (operations);
• processing the demand accordingly; and
• lead the process to fulfil the demand requirements

7.5. THE ANNUAL PROCUREMENT PLAN

An annual procurement plan is required for capital expenditure, operational expenditure,
services and planned maintenance. The Procurement plan forms the basis of demand
management.

Once the end users (operations) have identified their individual annual business needs and
there has been approval of the budget by Rnance and any other applicable approvals (e.g.
CAPIC approval), trie end user must forward their approved requirements for the forthcoming
financial year to Procurement. The individual annual business needs must be forwarded to
Procurement by the end of January each year. Procurement must consolidate the business
needs of the various end users in order to validate and prioritise the identified demands
appropriately by determining which demands are critical to Transnet.

After Procurement has validated and prioritised the demand from its various end users,
Procurement will develop an annual procurement plan. This plan must be approved by the
CPO, CFO and CE of the relevant Transnet entity by the end of February each year for
Implementation In the subsequent financial year. In addition, the plan must be reviewed
every quarter throughout the year. Any changes made to the plan after review must indicate
the reasons for the change and must be approved by the CPO, CFO and CE of the relevant
Transnet entity.

7.6. DEMAND PROCESS

Rgure 14 below gives an outline of the main steps in the demand management process.
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STEP 1
„ _. - . , . ^ , f linn in ^ — <mw^mBwMiia<irtllMW(̂ HWlWW

Identify Demand: Define business need and obtain approval for frusfness case

V
STBP2

Validate & Define Demand: Customer analysis/ Product Analysis & Forecast

STEP 3

Demand Shaping & Execution: Establish a cross functional sourdng team
; _ and develop a procurement strategy

Figure [14] - Demand Steps

7.6.1. STEP 1 : Define business need and obtain approval for business
case

identffV Demands baflne business hegd aftd obtain approval for business case

a) Definition of business need

The responsibility for completing Step 1 lies with the end user/operations. 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 capita! acquisitions,
planned maintenance, and other operational needs - this will be
informed by both future requirements (based upon Transnet's
Corporate Plan); as well as market demand forecasts (based upon
Transnefs current client base demand and/or commitments made
by Transnet's sales department);

(ii) establish and consolidate the reasons for the need; and

(iii) ratify the need irrespective of whether it is a CAPEX or OPEX
acquisition and apply for and obtain budget approval.

(iv) ensure that the need is validated and prioritised by Procurement in
the annual procurement plan.

b) Compilation of demand document (per transaction)

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 it should indicate:-

(i) the quantities required;

(ii) the frequencies required;

.. , -it. A
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(iil) the quality required;

(Iv) the unit of measure;

(v) the required packaging, if applicable;

(vi) the relevant specification/drawing, where applicable;

(vii) the previous price or estimated costs and budgetary requirements;

(viii) the expected delivery date(s) and delivery addressfes);

(ix) 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
final approval has been obtained, It should be submitted to procurement.
Operations should submit the approved document timeously, and allow
sufficient time to acquire the Goods/Construction Works/Services, given lead
times and governance processes.

7.6.2. STEP 2 : Validate & Define Demand

S T f i P l

Validate & Define Demand: Customer analysis, Product Analysis & Forecast

The responsibility for completing Step 2 lies with Procurement.

a) Validate demand
(i) Procurement shall establish: whether the demand

document/requisition has been duly approved by operations;
(ii) whether this is a critical demand that has been identified in the

annual procurement plan; ("Critical" is defined as having an impact
on the Service provided by Transnet or the profit made by
Transnet); and

(Iii) the impact on operations if the procurement did not occur.

b) Review nature and quantity required

Procurement shall establish and review the following:
(i) Establish whether this is a requirement for Goods or a Service?
(H) 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 CE for
Open Bids, use the quotation system (see Chapter 14);

0058-0374-0001-0345
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• 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.

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 off'
contract as explained In Ref 1 of Table 8 in paragraph 9.2 of the
PPM) 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) Customer analysis/Organisational needs

• Establish the following:

• the extent of Transnet's needs/requirement for the Goods/Construction
Works/Services;

• whether a long term contract (at least three years) is appropriate in
the circumstances taking into account inter alia developmental goals;
and

• Transnet's Supplier Development objectives in relation to this
transaction.

e) Product/Commodity/Scope of work & market analysts

• Establish projected demands, historic demand, demand estimates;

• Establish understanding of product characteristics such as its Total
Cost of Ownership (TCO), lead times, inventory levels, complexity;

• Conduct research of industry/market capacity and capability; and

• Establish an understanding of the Industry to identify opportunities for
sodo-economic development.

f) Forecast

• Establish initial forecast;

« Collaborate with operations; and

• Develop demand plan in line with approved budget.

7.6.3. STEP 3 : Demand Shaping & Execution

Demand Shaping & Execution: Estabffsh a cross functional sourdpg team
and develop a procurement strategy

The responsibility for co-ordinating Step 3 lies with Procurement.

a) Demand shaping (balancing)

• Adjust demand to market conditions;

• Complete what-if scenario modelling;

• Establish input from supplier planning; and

> Allocate demand to supply.

0058-0374-0001-0346
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b) Execution

• Fulfil demand requirement;

• Manage plan to actual; and

• Measure forecast error. Inventory, margin & profitability.

c) Establish 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.

Procurement shall establish a CFST, consisting of at least the following
roles: Procurement, operations (end users/contract manager/technical), SD
(including B-BBEE) and risk/compliance. The end user department will be
responsible for nominating only the technical committee members. Other
possible representatives are finance, treasury, maintenance,
logistics/warehousing, disposal and legal or governance.

In instances where the sourdng 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 Is formally appointed and 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. Transnet Entities may at their own discretion decide to either
appoint a standing CFST or to appoint Individual CFSTs for each and every
procurement event. However, whichever of these two options Is selected. In
order for the CFST to be effective, consistent attendance by the same
members Is required for continuity.

d) Functions of the CFST

(i) Determine specifications/scope of work

I f 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 functional/performance-based
specification rather than a detailed specification;

• • 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

apter 1 D*fiMi>d Fanning *, M^jvg-rneri pa.;e 51 of 24-1
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detailed descriptions of manufacturing processes,
workmanship and/or materials are Indicated;

• ensure that the specification Is not over-engineered; and

• verify that the specification is not biased In favour of a
particular brand or type of Goods.

I f a functional specification Is the chosen option, the following
must be observed and described in detail:

• functions and characteristics;

• desired performance and/or result parameters, based on both
inputs and outputs;

• method statement templates on how outputs will be reached;
and

• Inclusion of relevant KPIs.

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.;

• sire/dimensions;

• Integration with other Goods/Construction Works/Services;

• security requirements;

• any applicable regulatory requirements;

• health, safety, electrical, environmental requirements;

• training requirements, if applicable;

• timing considerations; and

• Interfaces with other systems.

I f Services are being procured, the following must be observed
and indicated In the scope of work:

• project title and background;

• objective of the project

• expected outcomes/del iverables;

• competency and expertise requirements;

• timeframes;

• reporting requirements;

• any applicable regulatory requirements;

^ r 7 Cvjrra id Planning S, Mansq-jn^nt P^e 62 of
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• whether a site Inspection or Information session are required
with date, time and venue stated;

• available documentation; and

• minimum requirements.

Once the technical spedfication/scope of work has been finalised,
the end user department or head of the technical specification
sub-committee must sign off spetifically confirming that the
specification Is:

• Rt for purpose;

• objective; and

• unbiased and not slanted In favour of any bidder.

(ii) Determine SD objectives:

• conduct market analysis to determine the opportunities for SD;
and

• determine the most appropriate SD mechanism.

, (iii) Reduce portfolio or range complexity:

• Options for rationalisation of the range of Goods/Construction
Works/Services must be considered.

• Implications for users If choice options are reduced must be
considered.

(iv) Identity and mitigate risks:

• All risks to Transnet associated with the demand must be
Identified and addressed In the eventual RFX;

• I t should be ascertained whether suitable skills are available
within procurement to address the demand and Its
management process.

e) Develop the procurement strategy Including the following:

j ^ • market analysis and historical spend;

/ fi J\ • the appropriate procurement mechanism;
• the evaluation methodology Including the evaluation criteria

and weightings - See Chapter 13 on Determining Evaluation
Criteria, dear evaluation criteria must be established, as bids *
may only be evaluated according to the criteria stipulated In
the bid documents; and

• envisaged award allocation e.g. single or split award.
0 Oversee preparation and sign off of the bid documentation - See

Chapter 16 on Bid Preparation,
g) Determine who should serve on the evaluation committee - See

Chapter 13 on Evaluation.
h) Handover the sourclng event to procurement

7.7. 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:

Crvptsr 7 Dei rand Harming & Msne^m-jnt Page S3 of 2-i'i
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TABLE 6

•'Demand Planning ,8f jement focus/

Is there a business case and approval of the demand?

Has the demand been identified In the annual Procurement
Plan?

Responsible^

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
the Goods/Construction Works/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?

Have the options of alternate ways of fulfilling this demand,
such as whether other Transnet ODs could manufacture these
Goods, been assessed?

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?

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
by considering TCO and putting a risk register In place?

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?

Business

Business &
Procurement

Business

Business

Business &
Procurement

Procurement

Business &
Procurement

Procurement

Business &
Procurement

Business

Procurement

Business

Business &
Procurement

Business &
Procurement

Business &
Procurement

Business 8.
Procurement

Business &
Procurement

Procurement

Procurement

Procurement

Chapter 7
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Demand Planning & Management FocuSflHHB
Did lh-; Cr5T ,,id.iiijuii sign confidentiality agreements and
dedarations of interest? Have any conflicts of interest been
dealt with in terms of Chapter 6 hereof?

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?

Was the appropriate evaluation method chosen?

Were thresholds set for SD and Quality/Functionality?

Were proper evaluation criteria set for:

• Local Content (if applicable);

SD (if applicable);

• Functionality (if applicable);

• Preference; and

• Price / TCO?

Were appropriate weightings allocated to each criterion?

Responsible

CFST

CFST

CFST

CFST

CFST

CFST

CFST

CFST

CFST

L\?:rant' i f-l(;n ge 55 cf i-

June 2015
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CHAPTER 8 : INTERNAL PROCUREMENT/INTERDIVISIONAL SUPPORT

This Chapter is equally applicable in construction procurement and general procurement
activities.

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, Construction Works and
Services.

.2 STRATEGIC SPECIALIST UNITS

The following Specialist Units have been identified as strategically important to the Transnet
Group:

TABLE 7
Division /Specialist

Unjt/T-u nction__ __
Transnet Engineering
(TE, a specialist core
Division)

Transnet Capital
Projects (TCP)

Transnet Fuel
Solutions (TFS)

TFR School of Rail

TNPA School of Ports

TE is responsible for:

• heavy engineering including locomotive, wagon and coach
repairs, upgrades and maintenance;

• component manufacture, locomotive manufacture and
assembly; and

• port equipment, and is being positioned for maintenance
and repairs thereof.

Goods, Construction Works and/or Services Provided

TCP is responsible for:

• multi-disciplinary design Services; and

• project & construction management Services.

Construction projects >R300 million must be carried out by TCP.

In the case of construction projects <R300 million, the following
rules apply:

• The project may be conducted by the OD itself if it has the
necessary in-house resources according to the '
requirements of the NEC3 suite of contracts and the CIDB
Standard for Uniformity in Construction Procurement; 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 fuel acquisition, distribution
and management.

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.

0058-0374-0001-0352
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DivislonjTSpeci ai1st \
Unit/Funct ion; ,

Transnet Property
(IP)
TFR's Rehabilitation,
Maintenance &
Emergency (RME)
Division

; G p p d s / C o n s ^ ( S ^ ^ i ^ a , n d / , p r 5 e r v I c e s Provided * • - '

TP is responsible fan property management, facilities management,
property development, property valuations, and property surveying.
RME provides rehabilitation, maintenance and emergency services.

8.3 COMPULSORY UTILISATION OF SPECIALIST UNITS

Before considering which procurement mechanism would be most appropriate, It Is Important
that the end-user and procurement department consider whether another Transnet Entity is
able to provide the required Goods, Construction Works or Services.

The Specialist Units mentioned above must be utilised by other Transnet Entities for required
Goods, Construction Works and Services falling within their scope. Trie external market may
not be approached for Goods, Construction Works and Services falling within the strategic
Specialist Units' or Division's core-competency areas. This would also Include specialist
services that are required which may be performed by a particular Internal functional area
e.g. Group Treasury and Group Tax.

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, Construction Works or Services.

8.4 INTERNAL CONTRACTS

ODs will need to enter into internal contracts In relation to each individual project This
agreement will set out In detail the rights, duties and obligations of each OD In that specific
project Internal contracts between Transnet Entities are dealt with in trie terms of the
Delegation of Authority Framework. Contracts between divisions such as service level
agreements and project specific agreements may be entered Into between OD CEs. 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,

8.5 Guidance Notes: where there is an ongoing Interdrvisional relationship between two
Transnet Entities it Is recommended that the business relationship be governed by an
overarching Memorandum of Understanding (MOU) between the parties. The MOU should be
signed by the CEs of the relevant ODs or Specialist Units.

8.6 DISPUTES

Any disputes must be resolved In terms of the agreed MOU/intemal contract 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.

8.7 INTERDIVISIONAL PRICING

Transnet entities undertaking work on behalf of other entities should reciprocate by pridng
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 pridng, 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
dedsion on the matter.

t^r 8

2015
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CHAPTER 9 : CONTRACT OPTIONS

This Chapter applies to both general procurement and construction procurement. . Paragraph
9.3 below provides a summary of the types of contracts available for construction-related
procurement.

9.1 CHOICE OF CONTRACT
This chapter contains a list of contractual choices and options available. The following
factors, amongst others, will assist in determining the appropriate type of contract:

• the duration of the contract;

• the type of Goods, Services or Construction Works to be acquired;

• the frequency of demand; and

• the availability of the Goods, Construction Works or Services.

9.2 CONTRACT OPTIONS FOR GENERAL PROCUREMENT

Table 8 below outlines the various contract options for genera! procurement and provides
a guideline as to when those options may best be utilised. Paragraph 9.3 provides a
summary of the types of contracts available for construction-related procurement.

TABLE 8

Ref

1

2

3

Contract
Options

"As and
When"
contracts

"Fixed quantity
contracts

Long-term
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

Characteristics

• Shorter contract
periods (1-2 Years)

• Estimated quantities

• Specific
period/volu me/ 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

Best Suited For

• Continuous but
unpredictade and
irregular demand
for
Goods/Construction
Works/Services

• Volumes cannot be
accurately
determined upfront

• Demand cannot be
anticipated

• Generally off-the-
shelf items

• Planned
programmes

• Purchase of high
value
Goods/Construction
Works/Services

• Goods/Construction
Works/Services of
strategic

0058-0374-0001-0354
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Ref
GojfftractY
OpBbhsV

Transversal
contracts

A contract that services
more than one Internal
consumer (an Internal
shared service
arrangement) entered
Into for a fixed period.
A transversal contract
may be entered Into for
the benefit of the
entire Group, a
particular OD and/or
just a region. Below Is
a list of the types of
Transversal contract
options:

Restricts other
market players for a
period of time

J j l *ns <fc*W p jfl

Importance

• Goods with
lead time

long

Group-wide
Transversal
contracts

• Transversal
between
ODs/Corporate

Emanates from a
formal strategic
sourdng event

Rxed-contract
period
Optimising
economies of scale
through
consolidation of
demand/purchasing
power

Consolidation of Goods
/ Services used Group
wide

OD-wide
Transversal
contracts

Lease/Rental
contracts for
movable
assets

Regional
Transversal
contracts

Lease contract for the
use of moveabie assets
entered Into for a fixed
period

Consolidation of Goods
/ Services used
between ODs

Consolidation of Goods
/ Services used within
an OD

Inter-
Divisional
Memoranda of
Understanding
(MOUs)

Income-
generating
(revenue)
contracts

A 'contract* to govern
the service
performance agreed
between ODs

• Specified/unspecified
period

• Agreed Rental

• Option of renewal

Consolidation of Goods
/ Services used within
a region by one or
more than one OD

Although excluded
from the PPM,
associated
procurements fall
within the ambit of the
PPM (See paragraph
a))

• Not a formal
contract

• I t governs the
internal relationship
between the ODs

Listed as a process
excluded from PPM

Associated
procurement must
follow the PPM

Goods/Construction
Works/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

Cnsp<*r 5 Pane 69 of
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*Any of the above-mentioned contract options can originate from any of the defined genera!
procurement mechanisms and/or sneciz! mechanisms for procurement.

9.3 CONTRACT OPTIONS FOR CONSTRUCTION PROCUREMENT

This Paragraph addresses contract options available for Construction Procurement

9.3.1 The CIDB SFU prescribes four standard industry forms of contract:

• Conditions of Contract for Construction, Conditions of Contract for Plant
and Design - Build, Conditions of Contract for FIDIC EPC/Turnkey
Projects, Conditions of Contract for Design, Build and Operate Projects or
Short Form of Contract (FIDIC). The FIDIC form of contract can be used
for high value, multidisctplinary construction projects and for lower value
less complex projects;

• NEC3 Engineering and Construction Short Contract or NEC3 Engineering
and Construction Contract (NEC3). This form of contract can be used for
all projects regardless of value type or complexity and has specifically
defined project management principles;

• The JBCC series 2000 Building Agreement or Minor Works Agreement
(JBCC) is restricted to building projects only; and

• The General Conditions of Contract for Construction Works (GCC) can be
used for lower value, less complex projects and where the outsourcing of
these functions is not feasible.

9.3.2 Transnet has taken a decision to retain the NEC3 suite of contracts as its
primary contracting option but include the FIDIC, JBCC and GCC suite of
contracts as secondary options, The use of one of the secondary options may
be justified through a deviation motivation to the GCSCO which requires
support from the relevant Legal Department. The motivation must address
whether the relevant Transnet Entity has the capacity and capability to
manage the chosen form of contract.

Table 9 below provides a summary of the types of contracts available for Construction
Procurement.

TABLE 9 TYPES OF CONTRACTS FOR CONSTRUCTION PROCUREMENT
Best suited for

Is used for the appointment of a Contractor for Engineering and
Construction work, including any level of design responsibility.

[ Contract Option

! Engineering and
Construction
CqntractXECg

Professional Services

Term Service
Contract (TSC)

Supply Contract CSC)

Is used for the appointment of a Consultant to provide professional
services.

This contract should be used for the appointment of a Service Provider for a
fixed term to manage and provide a service.

This contract should be used for local and International procurement of

0058-0374-0001-0356
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Engineering and
Construction Short
Contract (ECSC)

Supply Short
Contract (SSC)

Framework Contract

Adjudicator's
Contract

high-value goods and related services including design.

This contract Is an alternative to the ECC and Is for use with contracts which
do not require sophisticated management techniques, comprise
straightforward work and impose only low risks

This contract should be used for local and International procurement of
goods under a single order or on a batch order basis and Is for use with
contracts which do not require sophisticated management techniques, and
Impose only low risks on both the Purchaser and the Supplier.

TTiis contract shoufd be used for the appointment of one or more Suppliers
to carry out Construction work or to provide design and advisory services on
an "as Instructed" basis over a set term.

This contract should be used for the appointment of an Adjudicator to
decide disputes under the NEC3 family of contracts. I t may also be used for
the appointment of an Adjudicator under other forms of contract

*Any of the above-mentioned contract options can originate from any of the CIDB procurement
mechanisms. These contract options are available for use for construction procurement and any
procurement associated with the construction industry e.g. Professional services related to
construction projects.

9.4 FRAMEWORK AGREEMENTS

9.4.1 What is a framework agreement?

Trie market may be approached using any one of Transnefs procurement mechanisms
with the object of concluding framework agreements with one or more bidders for
Goods', Services or Construction Works required on an "as and when required1' basis.
Trie purpose of a framework agreement is to establish the terms goveming contracts
to be awarded during a given period, In particular with regard to price and, where •
appropriate, the quantity envisaged.

9.4.2 How to enter Into framework agreements

Framework agreements, subject to prior approval from the Acquisition Council, may be
entered Into:

a) Inviting tender offers to enter Into a suitable contract for the term, using
stringent eligibility and evaluation criteria to ensure that contracts are entered
Into with only those contractors who have the capability and capacity to
provide the required services; and

b) entering into a limited number of contracts based on the projected demand
and geographic location for such services.

The cumulative value of all the framework agreements to be entered Into will Inform
the delegation of authority approvals required. Approval of amendments to such
framework agreements will however be dealt with per Individual contract

9.4.3 How to utilise framework agreements
Where a particular scope of work falls within an existing framework agreement, it must
be drawn-off from that framework. A rotational system may be utilised In order to
balance spend across suppliers on that framework and ensure an equitable opportunity
for all. Where a rotational system Is not utilised then all suppliers on a particular

CH<2pt2.' 91 Contract Op'.a PCt;e71 of 244
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framework are to be approached to tender/price on all requirements/task orders
Issued against that framework.

9.4.4 Guidelines For Concluding Framework Agreements
a) The scope of work of a framework agreement needs to identify the extent and

location of the work covered by the contract Instructing suppliers to perform
work outside of the scope of work of a framework agreement Is not permitted.

b) The contract period for Framework Agreements should not exceed 3 years. Any
work commenced before the end of the term of a framework contract may
continue until the end date provided in the batch / task / package order.

c) Prior to Issuing a bid, the number of suppliers/consultants/contractors required
per framework panel must be ascertained and stated In the bid documents,
Where possible the numbers should be broken down Into sub-categories (see
below). I t Is recommended that a maximum number of 5 suppliers be selected.

d) Frameworks must be separated Into more categories/panels to allow smaller
suppliers to compete e.g. Framework Agreements for Civil Engineering Services
may consist of the following Panels (Consultants/Built Environment Professionals):
• Panel A - Targeting Large Enterprises
• Panel B - Targeting Qualifying Small Enterprises
• Panel C - Targeting Exempted Micro Enterprises
Note: Turnover values must be in accordance with B-BBEE values or the Built
Environment Professionals for ail construction related projects- Quality and
eligibility criteria for Panel B and C needs to specifically accommodate QSEs and
EMEs to allow these suppliers to effectively compete for these tenders.

9.4.5 Selection after award of framework contract where the rates are
the same with all suppliers

In order to ensure fairness and an equal share of the spend, where possible a
rotational system must be used.

9.4.6 Selection after award of framework contract where the rates varies
among the suppliers/con tractors/consultants

When the need to draw-off the framework contract arises an RFQ must be Issued to all
suppliers on the list Where quality or any other criteria has already been agreed upon
o n ^ e m a ! n ^ ran iewor '< o n ' y Pridng and possibly B-BBEE status needs to be obtained.
Where quality checks and other contract related Information has not been ascertained
then a full RFQ with tender data etc must be Issued as per the DOA framework,

9.5 LONG TERM CONTRACTS
Where one of the objectives of a particular transaction is to promote developmental goals,
consideration should be given to condude longer term contracts of at least five years.
Nevertheless, contracts for a period longer than three Years (excluding Confinements)
require prior AC approval before the bid Is Issued to the market However, If the RFP provides
for a number of bid options including a period of up to three Years and more than three
Years, prior AC approval Is not required. (Also see paragraph 21.8). 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.

9.6 STANDARD TRANSNET TERMS AND CONDITIONS OF CONTRACT
Standard templates must be used unless there are cogent reasons why such standard
agreements cannot be used in a particular instance. Refer to the Standardised Transnet
Templates available on the ISCM Transnet Intranet, including but not limited to:

hapiif 9 Contract cpp e^s PaQt 72 of
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• 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 21.6.3)

9.7 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.

9.8 CHOICE OF SALES/PURCHASE TERMS FOR IMPORTED GOODS (INCOTERMS)

The Inooterms 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 dearly 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.

' Source; Wikipedia

Cn,?j)ter 9 Co'it.'3'.t Oprcins Pag* 7J of 2-4-1
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CHAPTER 10: PREFERENTIAL PROCUREMENT APPROACH AND DESIRED OUTCOMES

This Chapter applies to both genera! procurement and construction procurement. This is dealt
with in more detail in paragraphs 10,3.2 of this Chapter.

10.1 TARGETS

In accordance with its vision of being a significant agent of empowerment within the South
African society, Transnet has set the following B-BBEE targets for itself. These targets are more
ambitious than those prescribed in the DTI Code of Good Practice;

TABLE 10

Key Performance Indicator

B-BBEE procurement spend
Black Women Owned

Black Owned
Black Youth Owned
QSE
EME
Value Small business promotion {EME & QSE)
People Living with Disability

10.2 MECHANISMS

Transnet Target
2014/2015

90%
8%

20%
5%
13%
7%

20%
! 1.5%

Transnet must apply the provisions of the PPPFA regulations in determining its preferential
procurement framework.

Transnet conducts an assessment of bidders' B-BBEE performance based on the bidders' past B-
BBEE performance based on the B-BBEE scorecard as required in terms of the PPPFA.

10.3 MEASUREMENT OF B-BBEE STATUS

10.3.1 Measurement as per the 2007 and 2013 B-BBEE Codes of Good Practice

Bid documents must specifically state that all Suppliers will be measured in
accordance with the DTI Generic Scorecard provided for in the Codes of Good
Practice or the applicable Sector Code,

When Transnet invites prospective suppliers to submit Bids for Its various
expenditure programmes, it requires Respondents to have their B-BBEE status
verified in compliance with the Codes of Good Practice issued in terms of the Broad
Based Black Economic Empowerment Act No. 53 of 2003.

The Department of Trade and Industry recently revised the Codes of Good Practice
on 11 October 2013 [Government Gazette No. 36928]. The Revised Codes will
replace the Black Economic Empowerment Codes of Good Practice issued on 9
February 2007. The Revised Codes provide for a transitional period starting 11
October 2013 and ending 30 April 2015. During the transitional period, companies
may elect to be measured In terms of the Revised Codes or the 2007 version of the
Codes. After 30 April 2015, B-BBEE compliance will be measured in terms of the
Revised Codes without any discretion. Companies which are governed by Sector-
spedfic Codes will be measured In terms of those Sector Codes.

0058-0374-0001-0360
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As such, during the transitional period Trans net wilf accept B-BBEE
certificates issued based on the Revised Codes. Transnet will also
continue to accept B-BBEE certificates issued in terms of the 2007
version of the Codes provided it was issued before 1 May 2015.
Thereafter, with effect from 1 May 2015, Transnet will only accept B-
BBEE certificates issued based on the Revised Codes.

The B-BBEE Status of companies will be veri Red/confirmed as follows:

TABLE 11

Elements Scored on the 2007 B-BBEE
Generic Scorecard

1. Ownership

2. Employment Equity

3. Management Control

4. Skills Development

5. Preferential Procurement

6. Enterprise Development

7. Socio-economic Development

Elements Scored on the 2013 B-BBEE Generic
Scorecard

1. Ownership

2. Management Control

3. Skills Development

4. Enterprise and Supplier Development '

5. Socio-economic Development

Type of
Enterprise

Large

Qualifying
Small
Enterprise
(QSE)

Annual
Turnover on
2007 Codes

Exempted
Micro
Enterprise
(EME)

In excess of
R35 million

Between R5
million and
R35 million

R5 million or
less

TABLE 12
Number of Elements

Scored on the 2007 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 race of
ownership. EMEs which
are more than 50% Black
owned are promoted to a
Level 3 contributor.

Annual
Turnover
on 2013

Codes

In excess
ofR50
million

Between
RIO million
and up to
R50 million

RIO million
or less

Number of Elements
Scored on the 2013 B-

BBEE Generic Scorecard

All 5 elements

All 5 elements. 100% Black
ownership qualifies for a
Level 1 rating and 5 1 %
Black ownership a Level 2
rating*

Deemed to be 100%
compliant. Automatic Level 4
rating irrespective of race of
ownership. 100% Black
ownership qualifies for a
Level 1 rating and 5 1 %
Black ownership a Level 2
rating*

* QSEs that are 100% Black owned or at least 51% Black owned and all EMEs are only required to
obtain a sworn affidavit on an annual basis confirming their annual total revenue and level of Black
ownership. The RFX document must therefore contain a dause to the effect that Transnet reserves
the right to request evidence or documentation from Bidders in order to verify their B-BBEE
recognition daimed.
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10.3.2 Construction Industry B-BBEE requirements

Construction Sector Codes Targets thresholds differ from the general codes, The table below
illustrates the construction sector thresholds for EMEs, QSEs and Large Enterprises:

TABLE 13

Type"6'ff
Enterprise.

Large

Qualifying
Small
Enterprise
(OSE)

Exempted
Micro
Enterprise

•Annual] .
fumotferv ; '•
Contra dtp r,- j

Larger than R3 5
million

Larger than R5
million and equal
to or less than
R35 million

R5 million or less

Annual (TumoverT

•;3ruijtr '
En^rpHmenti
P/ofessiohaH

(BEP,?U
Larger than R11.5
million

Larger than Rl,5
million and equal to
or less than Rll,5
million

R1.5 million rand or
less

Numfcreftpf JiTements iScdfed >
'ontji! i^BEt^nefjc)

; T ' "' Scdjrecahj.f

All 7 elements

Any 4 elements (equal weighting
of 25% each)

Deemed to be 100% compliant
Automatic Level 4 rating
Irrespective of race of ownership

10.3.3 Public entitles and tertiary Institutions

Public entities and tertiary institutions must also submit B-BBEE Status Level
Verification Certificates together with their bids.

10.3.4 Joint ventures (JVs)
(I) Incorporated JVs: A trust, consortium or joint venture will qualify for points for

their B-BBEE status level as a legal entity, provided that the entity submits their
B-BBEE status level certificate.

(ii) Unincorporated JVs: Transnet accepts that bidders often aeate JVs for a specific
project, on the basis that the JV will only be formalised If they are successful in
winning the business and a contract Is awarded to them. This Is known as an
unincorporated JV. A trust, consortium or joint venture will qualify for points for
their B-BBEE status level 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 B-BBEE scorecard Is prepared for every separate
tender.

(fii) Bidders who wish to enter Into a Joint Venture (whether Incorporated or
unincorporated), must state their Intention to do so In their bid submission.
Such Bidders must also submit a signed JV or consortium agreement between
the parties clearly stating the percentage [%] split of business and the
associated responsibilities of each party. If such a JV or consortium agreement
is unavailable, the partners must submit confirmation In writing of their Intention
to enter Into a JV or consortium agreement should they be awarded business by.
Transnet through this RFP process. This written confirmation must clearly
indicate the percentage [%] split of business and the responsibilities of each
party. In such cases, award of business will only take place once a signed copy
of a JV or consortium agreement Is submitted to Transnet

(Iv) The following documents shall form part of a JV's submission:

'.er 10'
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• 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

10.3.5 Sub-contracting

(i) Transnet fully endorses Government's transformation and empowerment
objectives and when contemplating subcontracting Bidders must be requested
to give preference to companies which are Black Owned, Black Women Owned,
Black Youth Owned, owned by Black People with Disabilities, EMEs and QSEs
Including any companies designated as B-BBEE Fadlitators2.

(ii) I f contemplating subcontracting, a Bidder will not be awarded points for B-BBEE
If it Is indicated In its Bid that It Intends subcontracting more than 25% of the
value of the contract to an entity/entities that do not qualify for at least the
same points that the Bidder qualifies for, unless the Intended subcontractor Is an
EME with the capability to execute the contract

(iii) A person awarded a contract may not subcontract more than 25% of the value
of the contract to any other enterprise that does not have an equal or higher B-
BBEE status level than the person concerned, unless the contract is
subcontracted to an EME that has the capability and ability to execute the
subcontract

(iv) Bidders must be .required to Indicate the percentage of the contract that will be
sub-contracted as well as the B-BBEE status of the sub-contractor/s.

10.3.6 Validity of B-BBEE Certificates
Verification certificates are only valid for one Year from the date of issue. Bidders
are required to submit original and valid B-BBEE Status Level Verification
Certificates or certified copies thereof together with their bids, to substanbate
their B-BBEE rating claims. A B-BBEE certificate will be regarded as valid provided

• that the dosing date of the bid falls within the expiry date of "the certificate.

Please refer to Appendix F regarding determining the validity of B-BBEE
certificates.

If the RFP specifically requires the bidder to provide a valid B-BBEE certificate, It
will be Incumbent upon the bidder to do so, failing which the non-compliant
bidder/s will score zero for B-BBEE. However, if Transnet officials are aware of the
fact that Transnet Is currently in possession of a valid B-BBEE certificate from the
bidder that was obtained for the purpose of establishing the database of possible
suppliers for price quotations or that was submitted together with another bid, ft
is not necessary to obtain a new B-BBEE Status Level Verification Certificate each
time a bid Is submitted from the specific bidder, provided that the B-BBEE
certificate remains valid at the dosing date and time of the bid.

10.3.7 Evaluation of B-BBEE Certificates

In terms of the PPPFA regulations, based on the overall performance of a supplier
In terms of Its B-BBEE verification, It receives a B-BBEE status and a point out of

2 The Minister of the Department of Trade and Industry has the power to designate certain Organs of
State or Public Entities as B-BBEE Facilitators. For example, the South African National Military
Veterans' Association (SANMVA) has been designated as a B-BBEE Facilitator. As such they will be
treated as having rights of ownership held 100% by Black People, 40% by Black Women and 20% by
Black designated groups.

Pugs 77 of 2-K

Jury 2015

0058-0374-0001-0363

TRANSNET-REF-BUNDLE-03315



1428

10 or 20 is awarded therefor depending on the value of the transaction. This is in
accordance with the preference point systems stipulated in the PPPFA regulations.
Tne 80/20 preference point system is applicable to bids from R30 000 to R l
million in value (all applicable taxes included). For transactions below R30 000,
only one quote needs to be obtained. However, if more than one quote is
requested, the 80/20 system may also be applied but Transnet Entities have a
discretion to increase the preference point system within the range of 80/20 to
60/40. The 90/10 preference point system is applicable to bids above Rl million in
value (all applicable taxes included). In terms of the PPPFA, the estimated costs
and the appropriate preference point system (i.e. 80/20 or 90/10) must be
determined upfront prior to advertising a bid and must be stipulated in the
Invitation to bid. It is important to note that the thresholds for petty cash, the
quotation system and open bid process is not affected by the thresholds
mentioned above.

Points must be awarded to bidders based on their B-BBEE status as indicated in
Table [14] below:

TABLE 14

v j .

B-BBEE Status

Level One
Contributor

Level Two
Contributor :

*

Level Three"
Contributor

..t . .

LeveTFdur
Contributor

Level Five
Contributor

Lever Six
Contributor

Level S^ven

mRevised
Codes

Level One
Contributor

Level Two
Contributor

Level'Tn'ree
Contributor

Level Four
Contributor

Level Five
Contributor

LeverSix
contributor

Level Seveh

Qualif ication

2007
Codes

>100
points on
the
Generic
Scorecard
£85 but
<ioo
points on
the
Generic
Scorecard
£75 but
<85 points
on the
Generic
Scorecard
>65 but
<75 points
an the
Generic
Scorecard
>55 but
<65 points
on the
Generic
Scorecard
£45 but
<55 points
on the
Generic
Scorecard

] £40 but

013
Revised
Codes

>100
points on
the
Generic
Scorecard
£95 but
<100
Mints on
tie
Generic
Scorecard
>90 but
<95 points
on the
Generic
Scorecard
>80 but
<90 points
on the
Generic
Scorecard
£75 but
<80 points
on the
Generic
Scorecard
>70 bu
<75 points
on the
Generic
Scorecard
£55 bu

B-BBEE 1
Recognition Level |
007

Codes

135%

125%

110%

100%

80%

60%

50%

2013 n
Revised p
Codes J

135% I

125%

110%

100%

80%

60%

50%

Preference Point
System

otai of 20
reference
oints on
•0/20
ystem
0

8

6

12

3

r

tal of 10
reference
rints on
to/10 system

0

i

3

I
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Contributor

Level Eight
Contributor

Non-
Com pliant
Contributa-

Contrfbutor

Level Eight
Contributor

Non- "' "
Compliant
Contributor

<45 points
on the
Generic
Scorecard
£30 but
<4O points
on the
Generic
Scorecard
<30 points
on the
Generic
Scorecard

<70 points
on the
Generic
Scorecard
>4O but
<55 points
on the
Generic
Scorecard
<40 points
on the
Generic
Scorecard

10%

0%

10%

0% ) )

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. Please
refer to the iSCM Intranet Portal for a copy of the B-BBEE Preference Points Claim
Form.

Bidders who do not submit B-BBEE Status Level Verification Certificates or are
non-compliant contributors to B-BBEE do not qualify for preference points for
BBBEE but should not be disqualified from the bidding process. They will score
zero (0) points out of 10 or 20 for B-BBEE. This also applies to Bidders who
submit letters or expired certificates indicating that their B-BBEE status is in the
process of being verified.

10.4 B-BBEE IMPROVEMENT PLAN

10.4.1 Transnet encourages its suppliers to constantly strive to improve their B-BBEE
rating. Transnet will request that prospective bidders submit a B-BBEE
Improvement Plan with their bid submission. Bidders will be requested to indicate
the extent to which the priority elements which are as follows: ownership, skills
development, enterprise and supplier development will be maintained (if the
Bidder has achieved the "set threshold targets") or improved over the contract
period. The B-BBEE Improvement Plan will be requested as an essential
returnable document. The B-BBEE Improvement Plan will not be evaluated as a
threshold or as part of the preference point system (i.e. 80/20 and 90/10),

10.4.2 Should the preferred bldder/s submit a B-BBEE Improvement Plan, the final
details of the Improvement Plan will be negotiated at contract negotiation phase.
Even if an Improvement Plan is not requested at the bid stage or the preferred
bidder does not submit a Plan at bid stage, preferred bidders may be requested to
submit a B-BBEE improvement plan at contract negotiation stage, where
appropriate. In instances where the Improvement plan has been negotiated and
agreed upon, the contract concluded with the successful bidder will incorporate its
B-BBEE improvement commitments as a material term of the contract. Refer to
the iSCM Intranet portal for the template for a B-BBEE Improvement Plan

10.4.3 In addition, the contract with the Successful Bidder must contain a penalty dause
which stipulates the penalties that will be imposed by Transnet, should the Bidder
fail to meet the preference targets in the contract. Please refer to paragraph
22.3.9 regarding penalties.

10.4.4 Furthermore, failure to achieve the Improvement Plan targets will result In breach
of contract and provide Transnet with cause to terminate/cancel the contract.
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Milestones in terms of achievement of Improvement Plan targets per year must
be stipulated In suppliers' contracts so that penalty/breach of contract clauses
may be invoked if required.

10.4.5 Monitoring and evaluation will be conducted by the SD department as a standard
requirement to ensure tracking and successful delivery of the commitments.

Oaoter 10- Prefe-errHl Pro-:\..t^r^r". ̂ .p^'c^ca p^r£ on cf J

Jure 20i5
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CHAPTER 11; LOCAL CONTENT

Should construction procurement indude a minimum local content threshold, either in terms of
the designation of a sector or in non-designated sectors, the requirements of this Chapter and
any Instruction Notes issued by National Treasury must be adhered to.

11.1 INTRODUCTION

11.1.1 Increased Local Production and Content (LC) form 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 Transner/s Supply Chain Policy.
Transnet Entities are therefore required to actively promote LC in their bidding
processes.

11.2 DEFINITION OF LC

11.2.1 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.
LC is therefore determined as a percentage of the Bid price.

11.2.2 "Imported Content" has a specific meaning in the regulations: It means *thdt
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 suppiier or
its subcontractors) and which costs are indusive 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."

11.3 DESIGNATED SECTORS

11.3.1 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 Construction Works which meet a stipulated
minimum threshold for Local Production and Content will be considered. For
example, if the stipulated minimum threshold for LC is 60%, this means that 60%
of the Bid price must be spent on LC (i.e. everything that is not included In
Imported Content.)

PMC- 11.3.2 Designated sectors are those sectors which have been designated by the
Department of Trade and Industry (DTI) for Local Production and Content.
National Treasury (NT) has issued Instruction Notes in terms of how to implement
the designation of the sectors for Local Content. The Instruction Notes issued by
NT on designated sectors must always be strictly adhered to when bids in these
sectors are issued. TTie following table indicates the designated sectors and
minimum threshold for local content as determined by the DTI and NT:
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TABLE 15

Sector

Buses (6us Body)

Textile, Clothing, Leather and Footwear

Minimum threshold for local
content

70% - 80%

100%

Steel Power Pylons & substations || 100%

Canned / Processed Vegetables 80%

.<- ̂ Furniture Products

Office Furniture

School Furniture

Base and mattress

85%

100%

$0%

Rail Rolling Stock (amended)

Diesel locomotives [' 55%

Electric locomotive*

Electric MuWpJe Unfcs (EMUs)

Wagons

Set Top Boxes (STB)

, Electrical and telecom cable products

Solar water heater components (amended)

Valve products and actuators

Residential electricity meters

Working vessels £boats)

[ 60%

65%

1 80%

3D%

90%

70%

7 0 %

70%

60%

11.3.3 Further to the overall designations mentioned in the table above, please refer to
the Instruction Notes issued by NT as certain sectors have designated sub-
sectors/components in addition to the overall thresholds.

11.3.4 Refer to NT's website for an up-to-date list of designated sectors on:

11.4 NON DESIGNATED SECTORS

11.4.1 Organs of state are allowed to Impose similar conditions for LC when issuing bids
in sectors that have not been designated by DTI, but this must be done in
accordance with specific directives Issued by NT, NT has not yet issued such
directives. Note that until such time as the directives are issued, bid documents
should not include a minimum threshold for LC in respect of non-designated
sectors. Paragraphs 11.4,2 and 11.4.3 will apply once NT issues such directives.
NT has however Indicated that It will consider issuing directives for non-
designated sectors on a case by case basis. ODs/SUs are therefore required to
continuously search for opportunities to promote localisation fn non-design a ted
sectors. Where such opportunities are identified, they are required to submit a
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request to NT to Issue a directive for that particular transaction. Such requests
must be submitted via the office of the GCSCO.

11.4.2 Once the relevant directive has been issued by NT, the inclusion of LC in the bid
must be reflected in the procurement strategy. Furthermore, in accordance with
Regulation 9(3), the RFP must reflect the minimum threshold for LC In the non-
designated sector that must be met by bidders to qualify for further consideration.
Bidders who fail to achieve the set minimum thresholds will be disqualified from
the bidding process.

11.4.3 In this regard Transnet must consciously look for ways to incorporate LC in its
bids, where appropriate, particularly where the bid falls within one of the sectors
clusters identified in IPAP I I . These sector dusters are as follows In terms of the
IPAP 2012/2013 - 2014/2015:

Cluster*

Qilalrtattvcty New

• Metal fabrication,
capital and transport
equipment sectors

- Oil and gas sectors
- "Green' and energy

saving Industries
• Agro-processing linked

to food pricing and
security

> BostbuikJing

austeta
Scaled up and Broadened
Interventions in Existing

IPAP Sectors
• Automotive products and

components
• Plastics, Pharmaceuticals

and chemicals
• Btofueis
* Forestry, paper, pulp and

filmrbJTe
' StrtngU*ining Of links

between cultural industries
and tourism

• Business processing

Ouster 3
Sectors with Potential

for Lonfl Term
Advanced Capabilities
- Nudear

• Advanced Materials

11.5 LC THRESHOLD

11.5.1 LC will always be evaluated as the first threshold In any applicable evaluation
process 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. ^ T

11.6 LC REQUIREMENTS I N BID DOCUMENTS :

11.6.1 It is a requirement that the following documents be listed as mandatory
returnable documents, whenever a minimum threshold for LC is required:

• Declaration Certificate for Local Production and Content [SBD 6.2]; and
• Annexure C - Local Content Declaration: Summary Schedule.

11.6.2 Guidance Notes: The following documents are supporting schedules and may
be requested as essential returnable documents if Transnet would like to verify
them for a particular bid:
• Annexure D - Imported Content Declaration: Supporting Schedule to

Annexure C; and
• Annexure E - Local Content Declaration; Supporting Schedule to Annexure C.

11.6.3 Please refer to the iSCM Intranet portal for a full suite of RFX templates to be
used for bids Involving Local Content and Production.

11.7 EVALUATION OF LC

11.7.1 LC can be calculated using the following simple formula:
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Bid price-value of Imported Content (cost of components, parts a materials)
= value of Local Production &. Content

The value of the LC must be reflected as a percentage of the bfd price to
determine whether it meets the stipulated minimum threshold.

11.7.2 NT requires that the value of LC be calculated according to the following formula:

Where x = Imported content and 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
12:00p.m on the date, one week (7 calendar days) prior to the dosing date of the
Bid.

11.7.3 In terms of SBD 6.2. Bidders are required to dedare that their LC dedaration
templates (i.e. Annexures C, D and E) have been audited and certified as correct.
Transnet's obligations In terms of the evaluation of LC are to verify that the LC
declaration templates are audited as well as to verify whether the stipulated
minimum threshold has been met as per the dedaration templates. Bidders that
do not meet the set minimum threshold for LC must be disqualified at this stage.
Tills evaluation should be conducted by the SD department of the relevant
Transnet Entity.

11.8 POSTAWARDLC OBLIGATIONS
11.8.1 A person awarded a contract (n relation to a designated sector, may not

subcontract In such a manner that the LC of the overall value of the contract is
reduced to below the stipulated minimum threshold.

11.8.2 Once the bid has been awarded, Transnet must provide the DTI with the
following:
• the names of the successful bidders and the value of the contracts; and
• copies of the contracts, the SBD 6.2 certificate together with Annexure C

submitted by the successful bidders.
TTie abovementioned Information must be furnished to the DTI as per the
contact details of the applicable unit of DTI indicated In the relevant Instruction
Note. The purpose of this requirement Is for the DTT and/or the SABS (which has
been appointed by DTI as the verification authority for local content) to conduct
compliance audits with a view to monitor the Implementation of the Industrial
development strategies. In this regard, Transnet Entities must report to the
Group SD Department with the abovementioned requirements as soon as a bid In
a designated sector has been awarded.

11.9 LCVSSD
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 capadty 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 capadty building* on the other hand also takes non-monetary
measurements Into account, such as the number of local suppliers to be utilised, etc.

ptsf I ! • Local Conir.n'. F=c;e S-) of 2-M
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CHAPTER 12: DETERMINING SD APPROACH AND DESIRED SD OUTCOMES

This Chapter is applicable to both general procurement and construction procurement

Transnet, as one of the major SOCs with significant buying power, has an important role to play In
ensuring that Government's economic development policies (i.e. NGP, NDP and IPAP) goals are met. The
Supplier Development (SD) Programme is an initiative of the Department of Public Enterprises (DPE)
designed to achieve these developmental goals and is supported by Transnet, The aim of SD is to
increase the competitiveness, capability and capacity of the South African supply base where there are
comparative advantages and potential for local or regional supply. In addition, SD seeks to ensure the
transformation of South Africa and the empowerment of previously disadvantaged individuals and
enterprises. 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 SD approach SD objectives

Address economic disparities
and entrenched social
inequalities through the use of;

- Generic B-BBEE storecard

2007 Codes of
Good Practice

• QwnMhip
• Prefereitifl

Procurement
• Manaflefnent

cantroi
• Employment

• Erterpffce
development

• 5ocio ecwwiwc
dfveloprnent

• Soils
dsvdopmerst

2013 Codes of
GoodPracKe

• Ownershrp
• Management

control
- Enterpriseft

Suppler
development

• Sodo economic
development

• SkiBs
devekiprTjent

t3II*

Programmatic

/trateflfc

- &-B0EE Improvement Ran

Small Business
Development

Achieving SD objectives through
leveraging high value
procurement by induding:
- Industrialisation

Local capability a capaaty
building

- Promoting technology
transfer

• Job creation and preservation
• Developing industry-specific

skills
• Enterprise and Supplier

Development
- Rural and regional

integration

Figure [15] - 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

AJ[ transactions involving SD should be evaluated against trie IC3 Supplier Development Matrix.
The IC' Supplier Development Classification Matrix assists in categorising opportunities according
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to their industrial leverage, value leverage and strategic Importance to Transnet. Once
opportunities are Identified ft 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:

12.1.1 Programmatic

Programmatic Initiatives follow a longer than normal planning horizon and
generally exceed the funding capacity of Transnefs balance sheet They are
Identified either in IPAPII 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. I t furthers the objectives of ,
empowerment, transformation, regional development and rural upliftment

12.1.4 Small Business Development

Small Business 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. I t 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 [16] below). The process takes Transnefs CAPEX and OPEX spend
and then filters specific commodities by value to Identify significant spend Items. Significant

Chapter 12 C«?5f?:ii.-nnrj Supplier Development Approach Pa.;5 So cf 2-W
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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 Uie 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.

1. TranmetSpead 3. Industrial levrrace •4.0pportiai*y

*-

A spend analysis of the
Transnet Capex and
Opex spend value and
associated spend
timeline te conducted

2-VBfuoAnotv.lj

Throuoh the spend
analysis,
commorttfes wB be
plotted based on
their reapectr/c
cost values, onto

tHal Lavervg*

Industilsl leverage Is
comprised oft
• Industrie CorntetSty.
- Commercial and
technical risks.

4. Opportunity

This anaf/sis further
h

leveraoa quadrantB
Informed by Uie
Supplier Maifcet
Intelligence Matiix,
as this will provide
guidance on how
each spend

treated and w^iat
policy environment
will be appliabte.

p o
The number of unte
purchased and the
duration of
procure merit?

opportunKes are
further positioned oti
the frameworfc.

opportunljeslnto
direct, IndrBdand
community
cateflutea to ensure
appropriate
prfoittisabon Is given
toward the category
and to further ensure
focus

Plioribes wfl then
articulated In the SDP
and detalledarjfjon
plans are dweloped
to ensure value
capture.

Figure [16]-4 Step Process ~]
This process is briefly described above, but a detailed description can be obtained in the Transnet
Supplier Development Plan.

12.3 SUPPLIER DEVELOPMENT (SD) MECHANISMS

The two main mechanisms to be used to incorporate 5D into a particular transaction is either
using SD as an "objective criterion" or a prequalification criterion. In exceptional
circumstances, where one is able to identify exactiy which specific SD opportunities are being
targeted, SD may be incorporated Into the bid as a threshold. A rigid "one size fits all"
approach cannot be Implemented as each procurement transaction will need to be evaluated
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on its own merits based on the nature of the transaction with specific focus areas. The
assistance and guidance of the SD COF must always b-~ sought when developing SD criteria.

SD must not be incorporated as part of the final 80/20 or 90/10 evaluation. In terms of the
PPPFA, bids must be evaluated on the basis of Price and Preference only at this stage. SD may
only be used either as an objective criterion, a prequalification criterion or a threshold (in
exceptional circumstances, where one is able to identify exactiy which specific SD opportunities
are being targetecf)in the evaluation process.

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/preservation and skills development (Figure[17j'below).

) emphasis en
J evaluated

•
critar*

j J Spheraof
i mftj^e

Programmatic

Projrammatk

/ Focucod \

Small Business
Development

Tfdvc oy-
trarafs.
5UK8 na^' r.

dtfveJcprri I

E. tefpi S«

Local

Development
{Uca1 tc »le

trarsf--.

FOcused

- SO Zl
The table below serves as a guideline to determine the opportunities for SD and transformation
based on the value of a particular transaction and the duration of the contract:

TABLE 16
Transaction value and

contract duration

• R0 - R5 million

• Contract duration less
than two (2) years and
a once off requirement

• R0 - R5 million
• Contract duration more

than two (2) years

SD Options

• SD threshold/prequalification
criterion; or

• use only the Local Economic
Development ("local to site"
development) criteria indicated
in Table 17 where appropriate

• SD threshold/prequalification
criterion;

" SD as an objective criterion; or
" use only the Local Economic

B-BBEE
Improvement

Plan

Not applicable

Applicable

B-BBEE
certificate

Applicable

Applicable
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• Greater than R5 million
• Contract duration less

than two (2) years and
a once off requirement

• Greater than R5 million
• Contract duration more

than two (2) years

Development ("local to site"
development) criteria Indicated
in Table 17 where appropriate

• SD threshold/prequalification
criterion;

• SD as an objective criterion; or
• use only the Local Economic

Development ("local to site*
development) criteria indicated
In Table 17 where appropriate

• SD threshold/prequalification
criterion; or

• SD as an objective criterion

Applicable

Applicable

Applicable

Applicable

12.3.1 SD as an "object ive cr i ter ion"

The PPPFA provides that the contract must be awarded to the bidder who scores the
highest points unless objective criteria justify the award to another bidder. SD may be used
as such an objective criterion in the following circumstances:

• provided that SD does not feature in the evaluation of the bid i.e. either as a
threshold or a prequalification criterion;

• even if SD does feature In the evaluation process, the specific SD criterion/criteria
relied upon as objective criteria do not form part of the evaluation of SD, For
example, the Bid may prescribe that the SD prequalification criterion set must be
discharged through Job creation/preservation and skills development but state that
technology transfer may be used as an object've criterion; or

• if SD is used as a prequalification criterion then the extent to which bidders commit
to SD In excess of that set prequalification criterion may be used as an objective
criterion. For example, If the SD prequalification criterion is set at 20% of contract
value then the extent to which bidders exceed the 20% may be used as an
objective criterion to justify award of the business to a bidder other than the
highest scoring bidder.

This is to ensure that no double counting takes place. The bid document must specifically
Indicate upfront that Transnet may use SD or any other objective criteria as a basis to
award business to a Bidder other than the highest scoring Bidder. In order to enable
Transnet to utilise SD as an objective criterion, Bidders may be requested to provide a SD
value summary/SD plan as an essential returnable document

While there is no applicable threshold for the use of SD as an objective criterion, It will be
particularly effective to use It for lower value transactions where the opportunities for SD
are limited.

In order to ensure that adequate controls are In place, the decision to use SD as an
objective criterion must be determined up front before Issuing the bid and must be
approved by the SD department. Should Transnet wish to exercise this discretion once Bids
have been received, an objective assessment must be conducted on the SD value
summary/SD plan of the highest scoring bidder (If submitted) and the recommended
Bidder. Generally speaking, business must be awarded to the Bidder with the superior SD
commitment provided that price and empowerment objectives are not materially
compromised. This must be approved by the head of the SD department As a general rule,
If there Is a price premium to be paid for overlooking the highest scoring Bidder where the
90/10 preference point system Is applicable, the recommended Bidder should not exceed
10% of the price of the highest scoring Bidder. If the premium exceeds 10% the
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Acquisition Council has a discretion to still use SD as an objective criterion provided that it
is of the view that the SD benefit outweighs the price premium. Similarly, if there is a price
premium to be paid for overlooking the highest scoring Bidder where the 80/20 preference
point system Is applicable, the recommended Bidder should not exceed 20% of the price of
the highest scoring Bidder. If the premium exceeds 20% the Acquisition Coundl has a
discretion to still use SD as an objective criterion provided that it Is of the view that the SD
benefit outweighs the price premium.

12.3.2 SD a s a prequaliflcatlon criterion

Where SD fs used as a prequalificab'on criterion, Bidders will not be scored for SD but will
instead be requested to provide a commitment that the monetary value of all SD initiatives
to be undertaken by them will not be less than a certain stipulated percentage of the
contract value e.g. bidders may be asked to provide an undertaking that no less than 20%
of contract value will be spent on SD initiatives. The percentage stipulated must not be set
at an unreasonably low or high level. Where possible, the prequalin"cation criterion set
should be Informed by market analysis. For this reason, It Is important that the SD
department be engaged at the planning stage of the transaction, so that proper market
research can be done upfront before the procurement process starts. Bidders failing to
provide this undertaking will be excluded from the bid process, whilst Bidders who meet
this requirement will be evaluated in terms of the PPPFA methodology. It is possible to
require that Bidders discharge the abovemenboned stipulated percentage In respect of
specific SD criteria e.g. the 20% SD commitment must be discharged through job creation
and/or skills development. It is Important to note that different pre-quaiification criteria
may be set for Large Enterprises (LEs), QSEs and EMEs provided that there Is an underlying
justification for the differentiation.

12.3.3 SD as a threshold

As Indicated above, SD may be used as a threshold In exceptional circumstances,
particularly where specific SD opportunities are known, based on market research being
conducted. The use of SD as a threshold Involves scoring bidders against pre-determlned
criteria (e.g. Job creation, job preservation, skills transfer, small business promotion, rural
development and localisation) stipulated in the RFX. The threshold which bidders are
required to meet must also be dearly communicated in the RFX document e.g. an overall
SD score of 60%. SD will be utilised as a threshold only where market analysis on SD
opportunities justifies IL Bidders failing to achieve the set threshold will be excluded from
the bid process, whilst bidders who meet this requirement will be evaluated in terms of the
PPPFA methodology. It Is Important to note that different SD thresholds may be set for
Large Enterprises on the one hand and QSEs / EMEs on the other provided that there Is an

• underlying justification for the differentiation. For example, Large Enterprises may be
required to meet a 60% threshold for SD while EMEs and QSEs may only be expected to
meet a 40% threshold. It is reasonable to expect Large Enterprises to do more to promote
SD as opposed to QSEs and EMEs, many of whom are themselves in need of development
and upliftment

12.3.4 Threshold versus prequaliflcatlon criterion

The decision on whether to use SD as a threshold or prequalificatfon criterion must be
dedded on a case by case basis. As indicated above, a threshold fs only to be used in
exceptional drcumstances. The setting of a threshold will Involve a detailed assessment of
the bidders' SD commitments. A set prequalification criterion will be assessed based on
whether the Bidders agree to the stipulated percentage SD commitment required e.g. 20%
of contract value. Bidders may also be required to agree to discharge the stipulated
percentage* SD commitment through prescribed SD criteria e.g. 20% of contract value
discharged through job creation or skills development. It is therefore critical that the SD
department be Involved at the pre-procurement / demand stage so that a proper market
analysis can be conducted If possible and maximum SD value can be derived from a
particular procurement process.

Zhspr.er 12 Determining Supper p^veiopmiint Approach Page ?0 cf
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Irrespective of whether SD Is to be included In a bid as a threshold or a prequalificatton
criterion. Bidders must be requested to complete an SD plan and value summary as part of
their bid submission. The SD Plan represents additional detail In relation to the SD Plan
providing an explicit breakdown of the nature, extent, timelines and monetary value of the
SD commitments which the Supplier proposes to deliver during the term of the contract

12.3.5 Evaluation of SD

The Group SD dep'artment Is In the process of developing a scoring methodology to be used
to evaluate SD either as a prequalification criterion or as a threshold. Once finalised, this
document will replace the SD Value Summary and will facilitate the evaluation of SD. I t will
be issued with the RFX templates once approved.

Where the SD department assesses the SD commitments made by a particular Bidder and
Is of the view that the SD commitments are unreasonably high when compared to the
contract value and/or the possible SD opportunities relating to a particular transaction,
darity must be obtained from the Bidder before commencing the evaluation of SD. The
rules relating to clarifications as detailed in paragraph 17.4.3d) must be adhered to.

The SD criteria that were developed during the planning phase should be broken down Into specific
measurable components and incorporated In the bid documents. An Indicative but non exhaustive list Is
Indicated in the table below:

TABLE 17

SD.criteriai

Industrialisation

Local capability
& capacity
building

Technology
transfer and
sustainability

Skills
development

Measurable areas*

• Value of Investment In
plant (New)

• Historical expenditure
In investment In plant

• Expenditure on
expansion in plant

• Value spent on local
suppliers

• Number of local
suppliers In the supply
chain of the Bidder

• Technology transfer
Including:

o Methods of
manufacturing

o Introduction of
new technologies

o IP transfer (no.
and value)

• Number company
employees to be
trained:

o Number of Black
People

o Total number of

Furtherexplanat ipr i)

• Quantification of the monetary value Invested
In machinery, equipment, buildings

• Quantification of the monetary value already
Invested in machinery, equipment, buildings

• Quantification of the monetary value Invested
in the expansion of machinery, equipment,
buildings

• Planned percentage monetary value spend on
procurement of Goods, Construction Works
and Services procured from SA suppliers

• Number of South African suppliers that are to
be utilised in the fulfilment of the contract

• Introduction of a new/improved method of
manufacturing

o Provision of new technologies

o for processes

o ICT

o The transfer of patents, trademarks and
copyrights

• No. of Individuals within the company (In
South Africa) that the supplier plans to train
over the contract period; training undertaken
In the previous Year will not be taken Into
account as past employee training appears In
the skills development pillar of the BBBEE
scorecard; criteria broken down as for
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SDjcriterla) Measurable areas'*

Enterprise and
Supplier
Development

people

• Number of downstream
individuals to be
trained:

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)

• Number of apprentices
(specify Industry)

• Investment In schools
in specific sectors (e.g.
engineering)

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 l a n d 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
prepared to Invest in the development and
running of schools to Increase technical skills
development

% of planned
procurement from QSEs

% of planned
procurement from
EMEs

% of planned
procurement from
start-ups

Non-finandal support
provided to small
business

Joint ED Initiatives with
Transnet

Local Ecomonlc
Development
(Local to site
development)

Number of local
employees

Value spent on local
business

Proximity of business to
operations

• Refers to the planned procurement from small
business as a % of the total planned
procurement spend

• Suppliers will be given a point for each non-
finandal ED support that they are planning to
give to small business e.g. Professional
support; employee time allocated to assisting
small business

• Suppliers will be given a point for each
financial ED support Initiative that they are
planning to undertake during the contract
period e.g. Shorter payment terms; Interest
free loans

• The number of ED Initiatives that the supplier
will Jointly run with Transnet:

That are aligned to Transnefs objectives

That are financial or non-financial in nature

Number of people to be empfoyed from within
the town / dty of operation

Monetary value to be spent on business within
the town / dty of operation

The locality of the bidder's business In reiah'on
to operations. Preference Is given to regional

Chapter 1J: Determining
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SpcriterU) i

Job creation/
preservation

Measurable areas'
• Number of rural

businesses to be
developed (if
applicable)

• CSIspend

• Number of jobs
preserved

• Number of jobs created
Including:

- New skilled jobs
created

- New unskilled jobs
created

- Number of jobs
created for youth

- Number of Jobs
created for Black
youth

(provincial) locality

• The monetary value of CSI to be spent on
rural community development projects

• Number of jobs which would be preserved
through Award of Contract

• Number of jobs to be created during the
period of the contract

- Jobs for people in a specialised field of
work requiring a defined training path
and / or requisite level of experience In
order for them to perform that role.
These people could be In possession of a
certificate, diploma or degree from a
higher education Institution.

- Jobs for people where the field of work
does not require extensive formal
training or from whom no minimum level
of education Is required

- Jobs created for individuals aged 16 -
35 years

- Jobs created for Black individuals aged
16 - 35 years

' • %

12.4 INCORPORATING SD AS A MATERIAL TERM OF THE CONTRACT
12.4.1 During contract negotiations, SD may be further negotiated with the preferred

bidder/s. Specific milestones, timelines and targets will be recorded to ensure that
the SD Plan is In line with Transnefs SD objectives and that implementation
thereof is completed within the term of the contract. The contract concluded with
the successful bidder will Incorporate the final SD plan as a material term of the
contract.

12.4.2 The contract must also 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 It Is important to note that such penalties must 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. Different penalties may be Imposed on LEs as
opposed to QSEs and EMEs for failure to achieve SD Initiatives. For example, a
penalty of 10% of undelivered SD value may be Imposed on LEs, 5% on QSEs
and 2.5% on EMEs. Please refer to paragraph 22.3.9 for more Information on
when penalties may be Imposed.

12.4.3 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 or Implement other non-punitive remedial measures. 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. Furthermore,
both the RFP and the contract must stipulate that there must be no financial

Chapter 12. Dstertmnirw Supply De'/eloprrent
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Interest or affiliation between the successful Bidder and any of Its SO
beneficiaries.

12.5 MONITORING AND EVALUATION OF SD COMMITMENTS

12.5.1 To ensure that SD objectives are met, there must be effective contract
management specifically In relation to the SD commitments made by
Suppliers/Service Providers/Contractors. I t Is critical that monitoring and
evaluation takes place as a standard requirement In terms of the delivery of SD
commitments.

12.5.2 For transactions below or equal to R450 million, the relevant Transnet Entity must
monitor and evaluate SD commitments In conjunction with the Group SD
department to ensure tracking and successful delivery of the commitments.
Transnet Entities must report to the Group SD department In this regard on at
least a quarterly basis.

12.5.3 For transactions above R450 million, over and above the normal Internal SD
monitoring and evaluation (both OD/SU and Group), there must be a separate
independent Service Provider appointed by Group SD to monitor and evaluate SD
commitments made. This Service Provider will report to and be accountable to the
Group SD Monitoring and Evaluation department. For this purpose, as soon as the
contract has been concluded, the Group SD department must be Informed and be
given access to a copy of the contract.

12.6 SD IMPLICATIONS FOR CONTRACT AMENDMENTS

Where there Is a contract amendment that Increases the value or period of a contract, SD must
either be introduced (if not In the initial contract) or be re-negotiated based on the cumulative
value and/or period of the contract

12 Dei criming S'ipp'ier Deve'op^nt fippr^irl. pac* 5.1 0{ 74
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CHAPTER 13: DETERMINING BID EVALUATION CRITERIA

The CIDB prescribes 4 standard evaluation methods for construction procurement. In the
Transnet context, historically Method 2 and 4 were utilised. However, Method 4 is not aligned to
the requirements of the PPPFA. As a result, only Method 2 of the CIDB methods is to be utilised
until further notice. CIDB Method 2 is dealt with In detail in paragraph 13.13 below.

13.1 TRANSNET'S EVALUATION METHODOLOGY

Transnet's evaluation methodology is aligned to the prescripts of the Preferential Procurement
Regulations, 2011. It is also designed to achieve Transnet's SD objectives. The methodology
follows a two-stage evaluation process where minimum thresholds are set for Local Content
(where applicable - designated sectors), SD and Quality/Functionality. 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, and B-BBEE scorecard are scored using either the
80/20 or 90/10 preference point system depending on the value of the transaction. Figure 18
below depicts the evaluation methodology:

t
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Bidders are required to meet the requirements of the administrative
responsiveness and substantive responsiveness tests In order to be considered
further.

Step l : Administrative responsiveness will be tested based on returnable
documents submitted and signatures on the Bid documents.
Returnable documents: At this stage, It must be determined what documents
are required to be returned by Bidders. Returnable documents are categorised
as follows:
• Mandatory returnable documents - These are material documents that

must be submitted by the dosing date and time of the bid. The selection of
documents as mandatory returnable documents must be considered
carefully and limited to those critical documents that will be used to
evaluate bidders e.g. the pricing schedule and technical submission.
However, it is Important to note that although the B-BBEE certificate Is

• used In the evaluation process. It will not be requested as a mandatory
returnable document but as an essential returnable document (see next
bullet point in this regard). Furthermore, It Is not a requirement that all
technical documents impacting on the evaluation be regarded as
mandatory returnable documents. There may be certain technical
documents that can be requested as essential returnable documents. If
such a document Is not submitted by the dosing date and time of the bid,
It will result in a score of zero being allocated for that technical criterion as
opposed to disqualification of the bid. For this purpose, a distinction must
be made between technical documents that are so critical that failure to
submit them will result in disqualification (i.e. mandatory technical
returnable documents) and those technical documents that If not submitted
are not fatal to trie responsiveness of the bid (I.e. essential technical
returnable documents). If any mandatory returnable documents are not
provided upfront, the bid must be regarded as non-responsive.

• Essential returnable documents - These are other required documents
which may not result In automatic elimination if not provided upfront e.g.
audited finandal statements and the B-BBEE Improvement Plan. Depending
on the nature of the document being requested, Transnet will choose one
of the following options in relation to essential returnable documents not
submitted:

- A reasonable grace period may be afforded to the Bidders to supply
the outstanding required documents. Trie documents that are
requested here must not have an impact on the evaluation of the
bid. Should they fail to comply by the extended deadline, the/ may
be disqualified from the process provided that they are informed of
the consequences of non-compliance when they are afforded the
grace period.;

- Transnet may take a dedsion to disqualify Bidders from the bidding
process without affording them a grace period to submit the
outstanding documents. If this option Is exerdsed, Transnet must
have dear and compelling reasons why It could not afford bidders a
grace period to submit the outstanding documents e.g. the need to
award the bid urgently; or

- Transnet may elect not to request the documents by an extended
grace period but choose to farther consider Bidders in the next
evaluation step despite their failure to' submit the requested
essential documents. As explained above under Mandatory
returnable documents, a good example of when this option will be

Cnapler 13 CV^rrninirn Evaluation Criteria Page 96 of 244
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exercised is when technical documents are requested as essential
returnable documents. I f Bidders fall to submit sucti a document by
the dosing date and time of the Bid, they will not be afforded a
grace period to submit the outstanding document nor wiil their Bid
be disqualified. Failure to submit will simply result In a score of zero
being allocated for that technical evaluation criterion.

Whichever of the above options are elected, It Is critical to the Integrity of
the bid process that consistency and uniformity prevail. All bidders must be
treated fairly and in the same manner In relation to essential returnable
documents. For the sake of clarity, one cannot use one of the above
options on certain Bidders and a different option on other Bidders in the
same Bid process.

As indicated above, the B-BBEE certificate will be requested as an essential
returnable document Bidders will however not be afforded a grace period
but will score zero for failure to submit by the dosing date and time of the
bid.

Step 2: Substantive responsiveness will be tested against whether a Bid
conforms to all the terms, conditions, scope and/or specifications of the bid
documents without material deviation or qualification. This will Include an
assessment of whether the bid contains a priced offer and whether all pre-
qualificab'on eligibility criteria set, either Functionality or SD related, have been
met At this stage, one should determine what requirements, If any, are so
critical to the Bid that they need to be met before one can regard a bid as
responsive/acceptable for further evaluation. These must be kept to a minimum
as they tend to have an exclusionary effect on the bidding process.

13.2.2 Stage i
A minimum threshold must be set for Local content, SD and
Quality/Functionality (where applicabie). These are separate thresholds', and the
Bidder must meet the minimum criteria for all of these In order to proceed to
stage two.

13.2.3 Stage 2
The bidders who meet the minimum threshold for Local content, SD and/or
Quality (Stage 1) will then be evaluated against each other using only price and
B-BBEE scorecard based on the applicable preference point system. In terms of
the preference point system, proposals will be evaluated on price which will be
allocated 80 or 90 points and preference which will be allocated 20 or 10 points,
dependent on the value of the requirements. TTie 80/20 preference point system
applies where the acquisition of the Goods, Services or Construction Works will be
between R30 000.00 and Rl 000 000.00. For transactions below R30 000, only
one quote needs to be obtained. However, If more than one quote Is requested,
the 80/20 system may also be applied but Transnet Entities have a discretion to
increase the preference point system within the range of 80/20 to 60/40. The
90/10 preference point system applies where the acquisition of the requirements
will exceed Rl 000 000.00.

13.3 CHOOSING APPROPRIATE EVALUATION CRITERIA

13.3.1 General principles

Evaluation criteria must be:

Ch2pt*- 13 CJ?-*r-nm;ng E v a s i o n Criteria Page 97 of
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• Unambiguous. The bid documents must provide a complete explanation of the scope
of work as well as the criteria and sub-criteria that will be used In the evaluation of
bids. Care should be taken to ensure that the RFP does not contain any contradictory
dauses. Where drawings are Included as part of the RFP, such drawings must be
completely aligned to the written description of the Goods, Construction Works 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.

• 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, Evaluation criteria should not be written with a specific product In mind,
but should rather describe functional (as opposed to product specific) characteristics.

13.4 DETERMINING THE PREQUAUFICATION CRITERIA
Prequaliflcation criteria may be set In respect of Functionality, SD and financial stability.
Such criteria must be determined with circumspection as bidders may not be considered
further should they fail to meet any of the set prequalification criteria. Furthermore,
prequalificarjon criteria must prescribe the minimum requirements that Transnet requires
particularly with regard to Functionality and financial stability. As pre-qualification criteria
Involves a "Yes" or "No" assessment, verifiable evidence to substantiate the
prequalification criteria should also be requested where possible.

13.5 DETERMINING THE THRESHOLDS

While the Local Content threshold In designated sectors Is prescribed, the determination
of thresholds for Functionality and SD must be considered on a case by case basis as
each procurement event will differ. It is Important that these thresholds 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 conducted strictiy in accordance
with what was stated In the RFX document

Ideally, the thresholds set must be based on Transnet's minimum requirements I.e. the
minimum Transnet requires in order to satisfy Its needs/objectives. It, however,
sometimes transpires that despite this exerdse, all the responses received do not meet
the set threshold/s. Transnet may decide that If no Bidders pass the SD and/or
Functionality threshold, it will reserve the right to lower the threshold by a certain pre-
determined percentage. The decision to utilise such a disclaimer must be carefully
considered. The disclaimer must be dearly spedfied In the RFP, provided It Is In
Transnefs best Interests to do so and there is concurrence between the end user and
Procurement. In addition, with regard to the SD threshold, concurrence Is also required
from the SD Department The use of this disclaimer Is designed to mitigate the risk of a
bid requiring cancellation even though there was an adequate response from the market

13.5.1 Local Content threshold

If the transaction falls within one of the designated sectors, Local Content must be
Induded as the first threshold, to determine whether bids comply with the stipulated
minimum threshold for that particular designated sector, Bids that do not meet the
stipulated minimum threshold do not progress further.

13.5.2 Supplier development (SD) threshold
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At this stage, a dedslon must be made as to whether to Include SD as a threshold. The
SD threshold, SD criteria, weightings and scoring methodology must be determined at
this stage. Bids that do not meet the threshold for SO will not progress further. If a
specific commodity has been earmarked as a SD commodity, then SD should be included
In the bid either as an objective criterion, a threshold or prequalification criterion. If SD
Is Included as a threshold, the setting of the SD threshold must be based on market
analysis of the SD opportunities in a particular sector* The SD criteria, as developed In
Chapter 12, should be Included In the bid document

13.5.3 Functional criteria

Should functionality be Included In a bid as a threshold, the bid documents must dearly
state the minimum score to be achieved If bidders are to be further evaluated on price
and preference. Only those bidders who achieve the minimum threshold for functionality
must be further evaluated for price and preference. Functionality may only be Included
as a threshold but not as an evaluation criterion. The technical threshold, technical
criteria, weightings and scoring methodology must be determined at this stage. Bids that
do not meet the threshold for technical will not progress further.

Please note that not all bids have to include functionality as a threshold. Bids Involving
low value and low technical requirements (e.g. bottled water) do not have to Include
functionality and should be decided on the basis of price and preference only.

Functional/Quality criteria must be determined taking Into account the needs and
expectations of the end user with regard to functional outcomes of Goods,, Construction
Works 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. The weighting of the
Functionality/Quality threshold as a whole, as well as the sub-requirements within this
threshold, need to be carefully determined to ensure that the end product/service is
optimal and fit for purpose.

The minimum threshold for functionality must not be prescribed so low that It may
jeopardise the quality of the servfce required nor so high that It may be restrictive to the
extent that It Jeopardizes the fairness of the bid.

M ~ a) Quality criteria may include criteria such as3:-
l ) (i) technical merit;
^ - ' (ii) aesthetic and functional characteristics;

(lii) safety characteristics;
(Iv) environmental characteristics (including green economy, energy

conservation and climate control);
(v) quality control practices;
(vi) reliability and/or durability;
(vii) method statement (including organization, logistics and support resources)

relevant to the scope of work;
(viii) qualifications and demonstrated experience of key staff in relation to the

scope of work;
(ix) demonstrated experience of the Bidder with regard to specific aspects of

the project/comparable projects;

3 This section on quality Is largely based on clause 4.3 of the ODB Standard For Uniformity In Construction
Procurement

ter 13 Determining Evaluation Criteria Page 99 of 2
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(x) running costs;

(xi) after sales Service and technical assistance;

(xji) dclwci y date, delivery period or period of completion;

(xiii) inspection or testing requirements;

(xiv) integration with other Goods / Services; and

(xv) training requirements.

b) Additional Quality considerations in construction procurement Is as follows:

A

Quality criteria shall not include:
(i) social considerations, such as the composition of workforces in terms of race, gender;
(ii) or disability; or
(iii) matters relating to the basic capability or capacity of the tendering entity to execute

the contract.

c) Where Functionality/Quality is of critical importance, 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 moderab'on.

d) Including Presentations, Interviews or Site visits as part of the technical assessment

I t should also be determined whether a due diligence exercise, 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. These aspects must be
clearly dealt with in the RFP. It is important to note that due diligence, interviews,
site visits and presentations should only form part of the scoring if there are
aspects of the bid that cannot be evaluated based on the responses to the RFP
document or if the due diligence, interviews, site visits and/or presentations are
required to validate the responses to the RFP document. If interviews,
presentations or sits 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. It is
permissible to set two separate thresholds for functionality in this regard i.e. one
threshold for the desktop assessment and another for the interview, site visit or
presentation.

13.6 DETERMINING THE PRICE CRITERIA
Price will be evaluated stridjy in terms of the prescripts of the PPPFA. When dealing with
more complex bids, the criteria for 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. In determining what to Include as part of the price/TCO criteria, it Is important to
note that the evaluation of TCO includes, but is not limited to, factors such as:
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• Installation costs;

• Warranties;

• Service and maintenance costs;

• Operating supplies;

• Storage costs;

• Commercial discounts;

• Incoterms;
• Price adjustment conditions; and

• Exchange rate fluctuations.

13.7 PREFERENCE CRITERIA

All Bids must be evaluated against the applicable preference point system as prescribed
in the Preferential Procurement Regulations, 2011. The preference criteria, as set out in
Chapter 10, should be Included in the bid document.

13.8 EVALUATION OF COUNTER PARTY RISK

Depending on the type of Goods/Construction Works/Services being procured, It may be
important that the counter party risk of Bidders be assessed based on one or all of the
following:

• their audited financial statements;

• key financial ratios. For example: Current Ratio, Turnover/Contract Value, Interest
cover, Gearing and financial performance of bidder relative to peers;

• perform media searches of bidders to identify any key risks that have not been
disclosed In bid submissions. For example: Poor financial results which Impacts the
going concern of the customer / supplier;

• review analyst reports and gauge overall market sentiment of bidders;

• review geographical, political and economic risks based on the location of the
bidder;

• review the bidders business continuity plans; and or

• Perform a review of the security / collateral by reviewing parent company
guarantees and/or performance bonds (if applicable).

Depending on the Importance of the financial stability of the successful Bidder/s,
financial stability may either be included as a pre-qualification criterion or a due
diligence exerdse may be performed on the preferred bidders at the end of the
evaluation process prior to recommendation. Where a decision has been made to
Indude financial stability as a prequalification criterion, it Is Important that minimum
requirements for the prequalification test be determined at this stage.

Below are some of the options that may be included for this assessment. Depending on
the particular transaction, Transnet may choose one or more of these options.

• Credit Rating- Moody Rating, Fitch Rating Standard or Poor;

• Guarantees- Parent Company Guarantee (PCG), Advance Payment Guarantee,
Performance Bonds In Supplier Agreements;

• Cash-flows- minimum that the bidders must have, In order to qualify;

• Financial Stability- as a standard requirement the following ratios may be used:
(i) Liquidity Ratios- Current ratio, Quick ratio. Cash ratio.

Cfljpter 13 Detarriintiiij Evaluation
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(Ii) Gearing Ratios- Long term debt to Equity ratio. Debt to Equity, long term debt
to Total Assets.

(Hi) Profitability- Net profit, Return on Equity, Return on Assets, Operating Margin.
(Iv) Efficiency Ratios- Asset turnover ratio, inventory turnover ratio.

The OD Finance team must be consulted to determine how to evaluate financial stability
in the Bid and must provide guidance in determining what should be In the RFP. Subject
matter experts must conduct these evaluations- For complex high value transactions it
may be necessary to consult Group Finance or even appoint external consultants to
assist In the development and assessment of this requirement by Transnet

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 fn terms of
paragraph 20.3.

13.9 EVALUATION OF FINANCING OPTIONS

Transnet may in certain instances require respondents to submit separate financing
proposals. Transnet may review these options at Its discretion at various stages of the
evaluation. Depending on the nature of the contract, Transnet will stipulate in the RFP
at what stage the financing options will be assessed. There are two main options that
Transnet could choose to determine how the Bidders' financing proposal will be
assessed, namely:

13.9.1 Financing options as an Objective Criterion

This option Is used after the evaluation process when the preferred bidder has already
been selected. Financing options may be used as an objective criterion, provided that It
does not feature in the evaluation criteria of the bids. However, a dause to this effect
will have to be Included in the RFP. This practice must be limited to instances where a
finance option Is critical.

13.9.2 Financing options as a Pre-quaiification Evaluation Criteria '

This option Is used when Transnet would not be In a position to award the contract
WITHOUT such financing proposals having been included fn the Bid. When a financing
option is induded In the pre-qualification criterion, Bidders who have submitted and
committed to a financing proposal will advance to the next evaluation stage. Transnet
must develop evaluation criteria and this must be Included in the RFP so that Bidders
may be evaluated in order to determine whether their finance proposal Is acceptable or
not.

The OD Finance team must be consulted to determine how to Incorporate finandng
options in the Bid and must provide guidance In determining what should be in the RFP.
Subject matter experts must conduct these evaluations. For complex high value
transactions ft may be necessary to consult Group Finance or even appoint external
consultants to assist In the development and assessment of this requirement by
Transnet

13.10 DETERMINING THE EVALUATION SCORECARD

Once the evaluation criteria has been determined, the evaluation scorecard must be
developed Induding the minimum thresholds, weightings and scoring methodology.

13.10.1 Minimum thresholds

As Indicated above, functionality thresholds must be determined taking into account
Transnefs minimum requirements. SD thresholds must be determined based on market
analysis. Thresholds should be determined separately for each bid on a case by case
basis.

Chjpte' 13 Dc'erminnKi Evalu3rion Criena p-^? 102 of 244
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13.10.2 Weightings for functionality and 5D threshold

Tne weightings must be determined taking Into account the relative importance of the
various evaluation criteria.

13.10.3 Prompts for judgment (scoring methodology)

The prompts for judgment used for evaluating each criterion must be objective. Where
possible the prompts for Judgment should request-verifiable evidence In order for a
Bidder to earn their scores. These prompts for judgment must be determined In
advance.

For example, the following prompts for judgment taken from the CIDB templates may
be used to evaluate a Bidder's technical approach and methodology:

Poor

(score 40)

Satisfactory

(score 70)

Good

(score 90)

Very good

(score 100)

Technical approach and methodology

The technical approach and / or methodology Is poor / is unlikely to satisfy project
objectives or requirements. The tenderer has misunderstood certain aspects of the scope
of work and does not deal with the critical aspects of the project

The approach is generic and not tailored to address the specific project objectives and
methodology. The approach does not adequately deal with the critical characteristics or
the project

The quality plan, manner in which risk Is to be managed etc is too qeneric.

The approach Is specifically tailored to address the specific project objectives and
methodology and Is sufficiently flexible to accommodate changes that may occur during
execution. The quality plan and approach to managing risk etc is specifically tailored to
the critical characteristics of the project.

Besides meeting the "good" rating, the Important Issues are approached In an innovative
and efficient way, Indicating that the tenderer has outstanding knowledge of state-of-the-
art approaches.

The approach paper details ways to Improve the project outcomes and the quality of the
outputs

OlJptfr 13. CfiHrrnintiK

June 2015

0058-0374-0001-0389

TRANSNET-REF-BUNDLE-03341



1454

FOR INTERNAL USE ONLY PROCUREMENT PROCEDURES MANUAL

13.11 THE TWO ENVELOPE SYSTEM

Consideration should be given to using a two envelope system to receive bids. Bidders will be
required to submft technical and financial (price) proposals In two separate envelopes at the
dosing date and time of the bid, If SD Is applicable to the bid, the SD proposal must be
submitted together with the technical proposal. The objective of using such a system Is to
ensure that the technical proposal Is evaluated purely on Its merits and Its ability to meet
Transnefs requirements as detailed In the RFX document without the possibility of undue
Inferences being made due to knowledge of the Bidders' pricing. Where a two-envelope
system Is required In terms of the RFX, Bidders will be required to place and seal the
returnable documents listed in the Bid In an envelope marked ̂ financial proposal" and place
the remaining returnable documents In an envelope marked "technical (and SD) proposal".
The financial proposal is only opened and considered should the technical (and SD) proposal
be found to be acceptable.
The Bid document must Indicate if the two envelope system is applicable and state that
failure to comply will lead to disqualification of the Bid [I.e. if the Bidder fails to submit the
technical (and SD) proposal and a financial offer in two separate sealed envelopes, the bid
will be disqualified].

Guidance Note: As the two envelope system Is designed to enhance the objectivity of the
evaluation process. It Is recommended that It be used where possible, particularly for high
value, complex bids.

13.12 WHEN TO DETERMINE THE EVALUATION METHODOLOGY
All of the above should be carefully considered by the CFSt and Included in the sourdng
strategy, the RFX and RFX sfgn-off template prior to issuing the RFX to the market, as neither
the evaluation criteria, nor the weightings may be changed during the evaluation phase.

13.13 CIDB EVALUATION METHODOLOGY

citib

13.13.1 The CIDB register of contractors shall be applied In all Construction Works
contracts. The manner in which the CIDB register of contractors Is to be applied is
established in the CIDB Regulations which are issued In terms of the CIDB Act and the
CIDB Standard for Uniformity In Construction Procurement

Determining the correct CIDB grading:
• Step 1: Identify preferably one, but not more than two dass(es) of

Construction Works that best describes the works to be performed.
• Step 2: Estimate the tender value Including VAT and Identify the tender value

range designation within which this value falls. Where the estimated value is
not more than 20 percent above the lower limit of a tender value range, base
the contractor grading designation on the tender value range Immediately
below the tender value range within which the estimate falls.

• NOTE: Invitations to tenderers should indicate as accurately as possible the
registration requirements and not be misleading; hence the requirement in the
regulations to base the estimate on the lower designation In borderline
circumstances.

• In certain cases, where the contract for Construction Works takes place over
several years (term contract), the contractor grading designation may be
based on the annual estimated value of the contract.

1 ;• (.'<*-jn;\\' ii:o Z\.i.'a,ftKr- Cn'.^ra t agd
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• Step 3: Determine the approximate contractor grading designation and, where
applicable, the alternative designation, based on the dass(es) of Construction
Works selected in Step 1 and the tender value range Identified in Step 2.
Where the employer has a targeted development programme in place that
provides the necessary support to enable the contractor to successfully
execute the contract, contractors who are registered as potentially emerging
contractors In one designation lower than required, may also be permitted to
submit tender offers.

• Step 4 : State trie requirements for contractor grading designation in the
Tender Data In the form of eligibility criteria In using the wording prescribed In
the Standard for Uniformity In Construction Procurement

13.13.2 Pre-qualification criteria may be used as eligibility criterion In the bid. The framing
of quality criteria as eligibility criteria is a simple, yet effective, means of ensuring that
only those bidders who are likely to deliver the required quality submit bids and
compete for the award of a contract

Example 1 : An engineering and Construction Works contract may contain the
following eligibility criteria:

Where the works required Involves the removal and disposal of asbestos cement
sheeting, the eligibility criteria should state that the contractor must be a Registered
Asbestos Contractor with the Department of Labour.

Example 2: A professional service contract may contain the following eligibility
criteria:

The eligibility criteria for bidders are that they complete the Competent Persons
Declaration and have in their full time employ a person satisfying the relevant
requirements for a competent person for the required service.

13.13.3 As Indicated above, only CIDB Method 2 is to be utilised within Transnet until
further notice. Method 2 is explained In more detail below:

CIDB Method 2: Financial offer and preferences
Firstly, Quality/Technical is to be evaluated as a prequalificab'on criterion.

a) Reduce each responsive tender offer to a comparative offer. A comparative
offer Is defined under F. 1.3.3 of the CIDB Standard Conditions of Tender as
contained in Annex F of the Standard for Uniformity In Construction
Procurement

b) Score bid evaluation points for financial offer,

c) Confirm that tenderers are eligible for the preferences claimed and If so, score
bid evaluation points for preferendng

d) Calculate total bid evaluation points.

e) Rank bid offers from the highest number of bid evaluation points to the lowest

0 Recommend bidder with the highest number of bid evaluation points for the
award of the contract, unless there are compelling and Justifiable reasons not to
do so.

tcr I i Determining Evaluation Cnter'a Page 105 of 2+1
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CHAPTER 14 : MAIN PROCUREMENT MECHANISMS

This Chapter applies to both general and construction procurement. Additional CIDB
procurement mechanisms'are detailed in paragraph 14.7 below.

14.1 FACTORS TO CONSIDER WHEN SELECTING THE APPROPRIATE PROCUREMENT
MECHANISM

Sourcing/procurement strategies are closely linked to the strategic importance and value of
the Goods/Construction Works/Services. The first step is to classify Goods/Construction Works
/Services on a risk/value matrix. In order to determine the importance of Goods/Construction
Works/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

Risk to
business

Low

Value of
spend

High

r Figure[19]^Risk/ Value Matrix

Ttie following guidelines will assist in determining the correct procurement mechanism to use
depending on where in the matrix particular the Goods/Construction Works/Services are
placed:

TABLE 18

Type

Routine/
Tactical
Transactional

Characteristics

• Low risk; low spend

• Non-critical items

• Many suppliers in the
market

• Objective is to minimise
spending significant
time and effort on
obtaining these Goods
/ Services throuqh l3s

Appropriate
procurement
mechanism/s

• Open Bid

• Quotation
system (only
when non
repetitive and
under R2
million)

Possible contract
options

• "As and when"
contract for
short and
medium term

• Transversal
contract

11
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Leverage

Bottleneck

Development

Strategfc

Charactertsfics;

and when' contracts

• Low risk; high spend

• Non-critical Items

• Many suppliers In the
market

• Objective is to leverage
economies of scale

• High risk; low spend

• Limited suppliers

• These are Items that
Transnet must have
but which are difficult
to obtain

• Critical Items
• Includes specialised

equipment,
instrumentation or
software from
proprietary suppliers

• Objective is to secure
supply

• High risk; high spend

• These are items that
are critical to
Transnefs business

-Appropriate!
procurement* .

_.mechanism/s>:-

• Open Bid

• Two stage
bidding system

• Approved list

• Confinement

• Framework
Agreement

• Open Bid

• Two stage
bidding system

• Approved list

• Confinement

• Framework
Agreement

Possible iconfracti

• Transversal
contract

• "As and when"
contract for
short and
medium term

• "As and when"
contract for
medium term

• Fixed quantity

• Medium to long
term contract

• Transversal
contract

Depending on the circumstances of each requirement for the procurement of Goods,
Construction Works or Services, any one of the following main procurement mechanisms or
procurement paths may be utilised:

tsr [4 Man

Jure 20IS
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>R2m

•Repetitive /Once
orr

transacbcn
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rrcrXel""

Open lender
process (local
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R=peKive /Once-
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Figure [20] - ProcurementMechanisms
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. It
would be advisable to rather obtain test quotes from more than one, or even
better, all the known suppliers so as not to run the risk of being perceived to
have given only one contender advance notification.

14.2.3 When the full scope of work is known at a point in time, 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 and will be regarded in a
serious light as it amounts to non-compliance with procurement procedures.

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. Where it is necessary to specify a particular brand or product, the
RFX document must request the particular brand/product "or similar".

14.3 THE QUOTATION SYSTEM - REQUEST FOR QUOTATION ("RFQ") / CIDB
QUOTATION PROCEDURE
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fortfapsa'ctidhs below R2 mllljon-in value

Tr1?'Goods, Cc:-,5tu£t;vn vVtrks or Services mustbe requlredwi a.nqn-repetftfve basis

The market should £e known

Where possible, at least three quotes should Be obtained for transactions between
R250 000 and R2 mRllon in value

14.3.1 Definit ion

The quotation system is a procurement system used for transactions below R2 million
(exclusive of VAT) that are required on a n on-repetitive basis.

14.3.2 When to use the quotat ion system

b) The quotation system is intended for non-frequent purchases of fairly low
value. It should not be used on a continual / repetitive basis for the same
commodity i.e. instances where the same commodity is purchased
(sometimes even from the same supplier), but on different purchase
orders/requisitions. This will be regarded as Parcelling.

c) The quotation system is best suited in the following circumstances where:

(i) transactions are valued at less ttian R2 million;

(ii) the purchase is not required on a repetitive basis. Where the same
purchase is regularly made, consider a fixed term as-and-when-
required contract. If market prices of the commodity are volatile and it
is impossible to obtain firm prices for a specific period (even with price
review mechanisms included), consider a short term as-and-when-
required contract. Such a contract may be conduded following either
an open tender process or a quotation process;

(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. Thrs 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 °£ the quotation system

Advantages

Quick turn-around times in the
case of n on-repetitive purchases

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 authori ty 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 CE [and ultimately
the Chief Procurement Officer fCPO") ] will delegate specific powers to specific
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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 CE 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).

14.3.5 Number of quotes to be requested

a) As a general rule, for transactions above R250 000.00 In value a minimum of
three quotations should be requested. However, a buyer may request more
than three quotes if necessary.

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
only some Bidders approached have responded to the request by the closing
date, This rule applies even where a Bidder has responded to the RFQ with a
"no quote*. If only one or two bidders have responded to the request for a
quote, these must be considered accordingly.

c) 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 19
r Transaction Value?

Less than R30 000.00

R30 000.00-R100 000.00

Greater than R100 000.00
-R250 000.00'

Greater than R250 000.00
- R2000 000.00

Mechanism for obtaining •
!-' qypte

Fax/email quotes

Fax/email quotes

Fax/email quotes

RFQ process (receipt of bids at
the tender box/electronic tender
box)

Minimum number'
of quotes*

1

2

3

3 or more

14.3.6 Obtaining less than the minimum number of quotes

a) Where It is Impossible to request the minimum number of quotes for
transactions over R30 000 In value e.g. for patented articles, OEM spares, sole
provider, urgency, etc., one or two quotes will suffice.

b) However, a submission must be prepared with the reasons for not being able
to request at least three quotations. The reasons should be aligned to the
grounds for Confinement mentioned in paragraph 15.1.2 of the PPM. 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

14.3.7 Minimum requirements for issuing RFQs

ptat I - Main Procure'n^m
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a) As Indicated in Table 19, for transactions below R250 000, fax/email quotes
can be used. Although it Is recommended that the standard RFQ template be
used whprp possible for such traiisdi_uons, it 15 not an absolute requirement.
Should a buyer choose to Issue an RFQ via a simple fax or email, the following
should be included in the request:

• the closing date and time and validity period;
• the specification of the Goods/Construction Works/Services or

Construction Works including delivery requirements;
• the evaluation methodology; and
• Transnefs standard disclaimers as indicated in the RFQ template.

b) For transactions between R250 000 and R2 million, the standard RFQ template
must be used,

14.3.8 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://vendorportBl,transnet.net.

b) Potential suppliers should provide full details of the Goods/Construction
Works/Services on offer, their tax clearance certificate, their B-BBEE 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 all potential suppliers.

14.3-9 Process

a) As indicated above, the buyer will request quotes from at least 3 or more
potential Bidders on the TVP and/or the OD's vendor database where possible.

b) For relatively low value, simple Goods/Construction Works/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/Construction Works/Services, the RFQ should be open for a minimum of
seven Working Days.

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-
B8EE. Where there are opportunities to include SD either as an objective
criterion, a threshold or prequalificabon criterion, SD should also be included in
the bid. In the event that technical evaluation is also necessary, the technical
evaluation criteria must be pre-determined and induded in the RFQ document.
The highest scoring Bidder is to be selected as the Successful Bidder unless
there is objective criteria justify the award to another bidder.

e) In instances where quotes are invited from potential new bidders, the prices
quoted should, where possible, be benchmarked against previous prices paid,
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g)

to ensure that Transnet obtains optimal value for money, whilst achieving its
social obligation.

As indicated in paragraph 14.3.8d) above, quotations should be invited from
potential bidders on the TVP and/or the OD's vendor database on a rotab'onal
basis so as to ensure an equitable spread of opportunity among all potenbal
suppliers.

Please refer to paragraph 17.2.1 (dj regarding matters that were anticipated
to fall below the AC's threshold but when quotes are received they are over R2
million in value. Furthermore, please refer to paragraph 22.5.7 (a) regarding
contract amendments in this regard.

v.-flu-. • fax nniail or

Figure [21]'- Quotation Process

14.4 THE OPEN BID PROCESS (RFP)/CIDB OPEN PROCEDURE

Gen&sfly us£d for transactions greater than R2rn1Hioh in value

There must be a competitive market and a eiear detailed specification available to
wnlrh many prospective Bidders are able-to respond

(Was may be advertised In local, national and / or International media as we!! as the
Trans net-website depending on the market

Note that for construction procurement, the advertisement must, In addition be placed
on the GIDB web site using the CIDB's f~fender;acidb service at least iO working days
before the dosing date for tenders and at least 5 working days befbr-e any compulsory
site meeting. The threshold 'for advertising oh the GIDB website Is aligned to
Transnefs threshold for issuing open tenders i.e. Ri million.

14.4.1 Definit ion

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 Transnet's 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:
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a) the monetary value of the purchases Is In excess of R2 million
(exduslveofVAT);

b) even If the bid value is less than R2 million, an Open Bid should
be Issued if the market Is not known or the Goods/Construction
Works/Services are required on a repetitive basis;

c) the market Is competitive (I.e. many potential suppliers are
able to provide the required Goods/Construction
Works/Services);

d) there are dear and unambiguous spedfications to ensure that
all potential suppliers bid for the same product;

e) there is enough time available;

0 the value of the transaction must warrant the cost, time and
effort taken to use an Open Bid process; and

g) In cases where Transnefs needs / spedfications 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.

"me 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 antldpated well in advance.
Requires significant resources (cost,
time, etc)

14,4.4 Process

a)

b)

c)

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 Indude
approval of the evaluation methodology, evaluation criteria and
the availability of funds. "Die evaluation team Is also to be
dedded on at this point

The bid document should be compiled according to the
guidelines set out In Chapter 16 (Bid Preparation).

Bids may be advertised in local, national and / or International
media as well as the Transnet internet website depending on
the market and value of the bid. Note that for construction
procurement, the advertisement must, In addition be placed on
the CIDB web site using the CIDB's i-Tender@ddb service at
least 10 working days before the dosing date for tenders and
at least 5 working days before any compulsory site meeting.

t*» M5tn PrCC Page U3cf 2<w
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The threshold for advertising on the CIDB v/ebsite is aligned to
Transnefs threshold for issuing open tenders i.e. R2 million.

d) Bids should be kept open for a reasonable period. Refer to
paragraph 16.4 for more detail.

e) Bids are to be finalised as soon as possible after the dosing
. date of the bid.

See process below to be followed in the case of an Open Bid process

nil. ro'.,il to

1?. Contrac
•.'3(1. rr- •

r Figure [22] — Open Bid Process

14.4.5 Open bid award divided between more than one Bidder

Should it be decided to divide the total requirement of an open bid between more
than one Bidder, the total value of the business and not the individual contracts shall
determine the level of approval required for (tie open bid. Only after the necessary
approval has been obtained, may the individual contracts be signed by the Manager
with the necessary delegated contractual powers. For the rules relating to
amendments to contracts, please refer to paragraph 22.5.7.

14.5 APPROVED LIST PURCHASES

14.5.1 Definition

An approved list Is ..essentially a "standing authority-to confine" and may be framed and
Utilised either where:

• iGoods/ConstruGtlon Works/Services are required aoarding to unique
'speOtficatJpfis, on a continual f g s and when required") basis arid-frpm a 'Ilifjfted
number of suppliers (evergreen gpprtwed llsfes);tor * V

* -in-a competitive market there te a need to prequalify suppliers, as well as to limit
the need to continuously evaluate large numbers of bids (fixed period approved

lists)- . . .._ .. .. . .._'
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14.5.2 General principles

a) In order to qualify for Inclusion on any approved list a supplier
must be able to supply Goods/Construction Works/Services of
the quantity and quality required. Furthermore, if so required,
the supplier must have submitted samples or delivered Goods
which have satisfactorily passed Transnefs quality tests.

b) Approved supplier status cannot be acquired merely by being
on a Division's Vendor Master or on a B-BBEE Manager's Ust of
EMEs or QSEs for specific Goods/Construction Works/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.

e) An Open Bid or quotation process may not be followed for
Goods/Construction Works/Services appearing on an approved
list unless It is provided for In the framing of the list and/or In
the contract with the successful Bidders to the list, if applicable.

f) Information regarding Transnefs Approved Lists may not be
disclosed to anyone outside Transnet without the written
approval of the GCSCO or in terms of a PAIA request

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;

c) Goods and specialised Services that cannot be sourced from
non-approved suppliers because of Transnefs own unique
specifications, Quality standards, or safety requirements I.e.
commodities that are not freely available In the market from a
range of suppliers; or

d) Competitive market where there is a need to prequaliry
suppliers, as well as to limit the need to continuously evaluate
large numbers of bids

14.5.4 Advantages and disadvantages of the approved list process

ar 1*J Mrim PrcursMl-rt Mt^harvsiDa Page
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A t l v a V t a g e s j , „ _ _ . . - . i

• Reduces admlnlstratfve burden as
there Is no need to approach the
open market every time there Is a
requirement for Goods/Construction
Works/Services.

• Bidders are pre-quatified and need
not be evaluated on technical aspects
every time there is a requirement

• New entrants can be accommodated
at any time.

Delays between identifying and
approving new entrants Into the
market due to stringent testing
requirements.

14.5.5 Types of Approved Lists

a) Evergreen Approved Lists
(i) This type of approved list Is to be used for situations as described

In paragraph 14.5.3a) - c) I.e. for specialised goods and equipment.
(ii) Evergreen Approved Usts remains valid Indefinitely, subject to the

proviso that they must be advertised every 12 months to afford
new suppliers an opportunity to be included onto the list.

(iii) 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 14.5.7.

(iv) This type of approved list may be framed by following the
procurement process outlined below:
• After public Advertisement of the intention to frame an

approved list In a notice requesting all prospective suppliers
to formally apply.

(v) Testing: Bidders' products may be subjected to testing In order to
determine their suitability for Inclusion on the Approved Ust Such
Bidders may be placed on the Approved Ust provisionally pending
the outcome of the testing process. During this period, if required,
a separate procurement process may be followed In order to
procure the Bidders' product so that Transnet may conduct the
required tests. 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 whose 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.

(vl) Where It Is not practical to test aspirant suppliers' products/samples
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 CPO/GCSCO approval, be placed on the approved list as

m "aspiring suppliers". When obtaining bids from suppliers already

Mfli:i 116 of 2-M
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finally placed on the approved list, the aspiring prospective
suppliers must also be invited to submit bids. Ff an asnfnng
applicant is ^w-rrfed a cor,tract oi puruon of tne 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 CPO/GCSCO approval must be obtained.

(vii) A list of all approved lists with their respective specifications,
contact details of-technical expert, etc. (and not the details of the
companies on the list) must be displayed on the notice/bulletin
boards in bid issuing offices so that potential new entrants are
made aware of its existence.

(viii) Although the evergreen approved list remains valid for an indefinite
period, It must be advertised every 12 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 12 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 CPO/GCSCO approval must be obtained
and the list must be updated accordingly.

(ix) New entrants may apply at any time for inclusion on the approved
list Any new applications received outside of the 12 month
advertising intervals must be dealt with immediately and not held
over until the next Advertisement.

(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 within its jurisdiction.

(xi) It is important to note that the names on the evergreen approved
list will remain on the list unless their names are removed for one
or other reason.

Fixed Period Approved Lists

Ftxed Period Approved Lists are typically used in the following
circumstances:

• Competitive market where there is a need to prequalify suppliers,
as well as to limit the need to continuously evaluate large
numbers of bids

(i) "Fixed period 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/Construction Works/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 evergreen 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 fn which the approved list is to be structured and
implemented must be fully motivated and submitted to the
CPO/GCSCO for approval of the framing of the list.

June 2015
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(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 list 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 thfs when the new Ifst Is being advertised.

14.5.6 Process

a) The framing of an approved list or any amendment thereto must be
approved In principle by the OD CPO or In respect of TCC
requirements or transversal contracts, the GCSCO.

b) The Advertisement for an approved list must only make reference to
the Goods/Construction Works/Services for which the list Is being
framed and not the names of the approved suppliers.

c) The manner In which the approved list will operate must be
stipulated upfront In the RJ=X to frame the list In this regard bidders
must be made aware as to which criteria will be evaluated to frame
the list and whether further evaluation will take place when the list Is
utilised. If the approved list (whether evergreen or fixed period) Is
framed on the basis of a technical evaluation only then when the list
Is utilised all bidders should be Invited to submit bids as bidders will
then evaluated on price and preference. Where the framing of the
approved list Involves a complete evaluation including an evaluation
of price and preference, business should be awarded on a rotational
basis If the rates are the same for all companies on the list. This is in
order to ensure fairness and an equal distribution of business to
those on the list The next business requirements must be awarded
to the supplier with the lowest spend on the list Where the framing
of the approved list Involves a complete evaluation including an
evaluation of price and preference but there are varying rates, It may
be prudent to still evaluate price and preference when utilising the
approved list In certain Instances It may even be necessary to
evaluate technical again depending on the type of Goods/Services
being procured. As indicated these options are available for both
types of approved lists. However, It Is recommended that for fixed
period approved lists a complete evaluation Is conducted when
framing the list It may also be necessary to make allowance In the
procurement strategy, RFX and contracts (if applicable) with the
Bidders for stepping outside of the approved list if those on the list
are unable to meet Transnefs requirements when called upon to do
so. The decision on the manner In which to frame and utilise the
approved list must be decided on a case by case basis and approved
by the OD CPO in the case of ODs and the GCSCO in respect of TCC

d) Bids must be received and evaluated in the normal manner. Suppliers
complying with specifications must be recommended to be placed on
the list

e) The Main AC must then consider the recommendation and validate
the process followed to frame the approved list

f) The CPO/GCSCO must then be approached to approve the list

g) Once the list has been framed, the AC will be responsible for the
distribution of the Ust within the particular entity and to Group ISCM.

ter 1 J; Mam
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h) Any person or Enterprise whose application for inclusion on the
approved list has been refused o<* whose lame has been removed
from the list, may make rep resents Sons to the relevant CPO. Should
the person/Enterprise not be satisfied with an OD CPO's ruling, an
appeal may be made to the GCSCO whose decision shall be final. In
respect of TCC, an appeal may be made to the GCFO whose decision
shall be final.

<1. O'O/dCSCO
v.ii.d. ;• '.f-,.ir.rC

!(!• list £ p;oc«'i^

a CPO/GCSCO

; . coaf ng to

. FOO-tllHi" for
ohisininc bids

rtJ&gcess to frame Approved List

14.5.7 Utilising an approved list

There are two possible outcomes of the framing of an approved list:

a) There is no contractual relationship until such time as the list
needs to be utilised. When there is a need, Bidders are invited
to submit a bid and are evaluated or a rotational system is
used where rates are the same for all Bidders on the Approved
List; or

b) Framework agreements could be concluded with all/some or
one of Bidders on the Approved List.

In either scenario, consideration should be given to allow Transnet to step
: outside of the Approved List or the Framework Agreement if the Bidders that

have been placed on the List are unable to deliver in terms of Transnefs
requirements at a particular point in time. If It is felt that such a clause would
be useful in a particular situation, Bidders must be advised of this possibility
in the Bid document and/or this must be stipulated in the letter of
appointment to the Approved Ust/the Framework Agreement.

14.5.8 Removal of names from the approved list

The name of an Enterprise may be removed from an approved list at any
time if the Enterprise:
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a) has been convicted of any offence under any law relating to
wages, hours of work or other conditions of employment:,

b) fails or ceases to comply with the requirements of such
approved list;

c) continues to perform unsatisfactorily after having been
Informed accordingly when measured on any of the following
criteria: timeliness, Quality, price escalation and service;

d) sub-contracts the whole or any portion of a contract for the
supply of Goods/Construction Works/Services in respect of an
approved list to an Enterprise or person whose name does not
appear on that list;

e) has ceased to carry on business under the name on the
approved list and has not informed Transnet of this change;

f) has been dealt with in terms of Transnet's List of Excluded
Bidders;

g) has shown little interest over a reasonable period to submit
quotations when invited to do so;

h) has not been awarded any business over a reasonable period
due to non-competitive prices;

i) has requested that its name be removed from the approved
list; or

j) otherwise acts in a manner which, in the opinion of Transnet, is
construed to nullify the object of framing an approved list.

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. Approval for the removal of an Enterprise
from the approved list must be supported by the relevant AC and approved by the
CPO/GCSCO.

14.6 TWO-STAGE BIDDING SYSTEM (RFI/RFP PROCESS) )/CIDB PROPOSAL
PROCEDURE USING THE TWO-STAGE SYSTEM

This profluremertt•mechanism Is appropriate under the following circumstances:
• where the suitability of service providers must first bo determined prior to them being .

Invited-to bid for Goods / Services;
• when assessing the avallabiifty of Goods / Services where tfrefe Is no deaf specification

Df requirements; or ' :

• there could'fre solufions available In the market unknown to Tr^nsftet
14.6.1 Principles

This procurement mechanism is appropriate under the following circumstances as it
takes Into account the most satisfactory solution to Transnet's specific procurement
needs:
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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 Transnet would like to obtain Information from prospective bidders
regarding the SD opportunities In a particular market In order to determine its
go to market strategy;

c) where there Is no dear specification of requirements and It Is not
feasible/possible for Transnet to formulate detailed specifications for the
Goods/Constructian Works/Services required; or

d) 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 (c) above Transnet may draw up a functional specification In the
RFP based on the responses received to a Request for Information (RFI) taking into
account its specific needs. I t 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.

14.6.2 When to use the two-stage bidding process
a) This mechanism Is used in assessing the availability of Goods/Construction

Works/Services where there Is no dear spedfication 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
spedficab'ons 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.

11.6.3 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 dear
specification when it approached the
market

Disadvantages

• The two stage bidding process is a
time consuming process

• There Is a risk of possible
Infringement of IP

14.6.4 Process

A two stage bidding process Involves the following steps:

a) Stage 1 (RFI stage):

(I) Prospective Bidders are invited to submit their proposals via an open RFI
after approval to approach the market has been obtained.

Chapter 1J Main Procurem Pag« 121 of 244
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(ii) The evaluation criteria in the first stage may fndude criteria such as
technical, Quality, contractual terms, conditions c' supply arid 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.

(lil) The RFI must cieariy indicate Transnefs intenbon 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 RRs received must be evaluated in terms of pre-determined criteria
which have been made available to all contenders in the RFI.

(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.

(iii) The bids are evaluated and awarded in the normal manner.
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r Figure [24] - Two staffe bidding process

14.7 ADDITIONAL MECHANISMS FOR CONSTRUCTION PROCUREMENT

For construction procurement the following additional negotiation methods are utilised. Minutes of such
negotiations and the reasons for pursuing such procedures shall be kept for record and audit purposes.

14.7.1 Negotiated Procedure for Construction Procurement
This procedure is utilised when a bid offer is solicited from a single bidder only. This applies to
those transactions below and above R2 million in value. Please see paragraph 15.1 of the PPM
on Confinements in this regard. Single Source transactions < 2million are procured as per
paragraph 14.3.5Error! Reference source not found, of the PPM.

14.7.2 Competitive Negotiation Procedure
This procurement procedure reduces the number of bidders competing for the contract through
a series of negotiations until the remaining bidders are invited to submit final offers. Bidders
shall be informed of the competitive negotiation process and notified of the evaluation criteria
and associated weightings In the RFX. The evaluation criteria associated with each successive
round of negotiations shall not be varied.

This procedure should only be used where :
a) There are a number of options or ways of satisfying procurement needs
b) The technical character of the works warrants the use of competitive negotiations
c) The purpose is stated in the bid document
d) It Is not feasible to formulate detailed specifications
e) If the contract is research, experiment, study or development related
0 All bids received in a competitive selection procedure are non-responsive and the calling for

fresh bids is likely to result in a similar outcome (only allowed if the bid document specifically
provides for this)

g) Interactions with bidders are essential to refine aspects of the proposed approach to the
scope of work in order to arrive at a best value outcome or most advantageous offer.

This method shall be applied as follows:
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a) Negotiations take place through one or more rounds of competitive negotiations conducted
with responsive and qualified bidders.

b) At each round of competitive negotiations, responsive and qualified bidders are evaluated on
the chosen bid evaluation method

c) Bidders are eliminated based on their rankings or bid evaluation scores untii remaining
bidders are invited to submit final offers.

d) Negotiations are based on equal treatment and confidentiality.
e) Negotiations must not restrict or distort competition or have a discriminatory effect.

Dialogue with bidders dose when a solution or solutions capable of meeting the
organisation's needs are Identified. Bidders are Informed and invited to submit "best and
final offers". Only the weighting attached to each category or subcategory of evaluation
criteria can be changed for each round of competitive negotiations. The evaluation criteria
cannot be varied.

Pag- 124 of
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CHAPTER 15: SPECIAL CASES

15.1 CONFINEMENTS

^nfinements are to be used under tfie following circumstances:

f feivtransacHofiS pver'the value o f R2 mlflion

• usually wfe/ i Goods/ConstnjGtton Works/Services are required on-a once-off basjs

tfie nature of the Goods/Con structJdn VVorW^wtGes-fell wftfijjvghe
groqhds forConfinement

ci b
In the context of construction procurement, a "Confinement" to one Bidder Is referred to as
a negotiation procedure.

15.1.1 Definit ion

A Confinement is a mechanism where permission is sought from the person with the
appropriate Delegation of Authority to "confine" enquiries for required
Goods/Construction Works/Services to one or a limited number of Bidders.

A Confinement is s 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
(exdusive of VAT). These rules therefore do not apply to transactions falling below
R2m (exclusive of VAT). 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. The submission to the
person with Delegated Powers must fully motivate the reason for the urgency
and provide an indicative / benchmark price where possible. 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. The following criteria, amongst other factors, must be taken into
account when selecting a Supplier/Service Provider to confine to on the basis
of urgency:

• the technical ability of the company must be established (proven track
record);

• where possible, the company should have previously carried out similar
work for Transnet and the work must have been done to Transnefs
satisfaction; and

• the company must be able to respond to Transnet's requirements
immediately or as soon as reasonably possible In view of the urgency.
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b) the Goods/Construction Works/Services are only obtainable from one/limited
number of suppliers. For instance, patented/proprietary Goods n- OFM spares
and components. Operaimy 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,
Construction Works and Services, A case must be made that deviation from
existing standardized Goods/Construction Works/Services will cause major
operational disruption. If not, confinements based on "standardisation" will not
be considered; or

d) when the Goods/Construction Works/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 result in wasted money and/or time for Transnet. When this
particular ground is intended to be used as a ground for Confinement, it is
important to note that alf pre-requisites must be satisfied: The
Goods/Construction Works/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; and

b) Confine and award which is only to be used in cases where there is a sole
supplier and/or cases of extreme urgency.

The following rules apply to the two types of Confinement Routes:

TABLE 20

Process

Prior in-
principle
approval of
the
confinement

Closing of
confinement
bids

Award of
business

Normal
Confinements
Recommendation by
CPO, CE, AC, GCSCO
and CFO before sent
to person with
delegation in terms
of the DoA
Framework.

Bids will dose at the
relevant AC (relevant
AC to be indicated in
the submission for
approval)
The relevant AC will
consider the award
of business before
the person with DOA
can conclude the

Confine and award

Recommendation by CPO, CE, GCSCO
and CFO before sent to person with
delegation in terms of the DoA
Framework. The AC need not be
approached for support beforehand. A
benchmarked/indicative price must be
indicated in the submission for approval.
The matter may be sent to the AC for
notinq thereafter.
Bids v/ill close at the relevant AC
(relevant AC to be indicated in the
submission for approval)

The business will be awarded by the
person with the delegation for contract
award to the.relevant Bidder provided
that the final price is within the
benchmark as initially approved by the

Jun-
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contract person with the delegation to approve
the Confinement and the AC must be
Informed after award. Should the final
price exceed the benchmarked price, the
matter must be submitted to the person
who originally approved the Confinement
(provided the final price Is still within
his/her DoA'to approach the market via
Confinement) for approval before the
person with DoA to award the business
may exercise his/her DoA. However, if
the final price Is higher than the original
approver's DoA, the matter must be
approved by the higher authority with
DoA to approach the market via
Confinement before the person with DoA
to award the business may exercise
his/her DoA.

15.1.4 Delegation of author i ty

a) Depending on the value of the transaction, only the GCE, ADC and the Transnet
Board have the authority to authorise a Confinement

b) The relevant monetary thresholds for authorising confinements In terms of the
DoA Framework effective 1 September 2014 are as follows:

(I) GCE - up to but not exceeding R250 million;

(ri) ADC- up to but not exceeding R l 000 million; and

(lil) TTie Board - exceeding Rl 000 million.

c) In Instances where a confinement Is confidential the GCE may approve such
confinement without the confinement request being routed via any other
authority.

d) Note that the rule relating to prior AC approval for long term contracts as
explained in paragraphs 9.5 and 21.8 do not apply to Confinements.

15.1.5 Process

a) All Confinement submissions must be routed via the relevant Procurement
department End users must be cautioned that they are not allowed to engage
with the Bidder/s before the Confinement is approved. 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 CE for prior written support of the
recommendation to confine. I t is important to property motivate submissions
taking Into account all relevant factors. Poorly motivated submissions will be
referred back to the OD concerned for re-motivation. Please note the
requirements of paragraph 6.6 of the PPM in this regard. The submission should
be submitted on the relevant template under cover of a memo to the GCE.

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.

Chapter 15: Special
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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 ADC or to the Board itself
for final approval depending on the value of the transaction.

e). It is important to note that obtaining authorisation to confine is nothing more
than an authorisation to follow a confined/closed bid process. As such, after
approval to confine has been obtained, a proper RFX document must be
compiled by Procurement and sent out to the relevant Bidder/s. Such RFX must
dose at the relevant AC. A proper evaluation of the RFX must be conducted. End
users must be advised that they cannot approach Bidders directiy to request a
quote and/or to commence work based on the approved Confinement.
Furthermore, the practice of approaching companies for proposals or pricing
before obtaining authorisation to confine is not allowed.

f) For normal Confinements, the relevant AC will consider the award of business
before the person with DOA can conclude the contract.

g) For "confine and award" Confinements, the business will be awarded by the
person with the delegation for contract award 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. Should the final price exceed the benchmarked price, the matter
must be submitted to the person who originally approved the Gonfinement
(provided the final price is still within his/her DoA to approach the market via
Confinement) for approval before the person with DoA to award the business
may exercise his/her DoA. However, if the final price is higher than the original
approver's DoA, the matter must be approved by the higher authority with DoA
to approach the market via Confinement before the person with DoA to award
the business may exercise his/her DoA.

A MP.UC-T to be

suntn lire ic the
GCE. BADf cr Eo,'.;ri

for.: p:ov...

Figure [25] - 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. For the rules relating to
amendments to contracts awarded via Confinement, please refer to paragraph
22.5.7.
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15.2 EMERGENCY PROCUREMENT PROCEDURE

The emergency procurement procedure
circumstances:

Is to be- used -'under the follpvving

» Where the circumstances gfvtns rfseto the emergency were unforeseeable;

• Where engaging In normal bidding procedures or any- other imethods of
procurement would be Impractical; and

• Whereths fcettrrersce requires Immediate action

the •fiwiGept of retfospectfve authority applies ohiy In the context of emergencies.
Where 3h emfirgehcy process is followed correctly, condonifiori is not require^.

15.2.1 Definit ion

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
telephonicalfy followed by email.

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 the
emergency procedure). Piease see attached Appendix D for the Matrix for
Approval of Emergency Procedures.

4 An emergency procedure initiated as a result of environmental risks must comply with the prescripts
of any applicable environmental legislation relating to emergency situations/measures.
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b) The duly authorised Manager to Invoke the emergency process will consider
the request and decide on whether to orant s*..rch euthority. Hq/siie will nobfy
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.

c) Procurement will invite a Bid(s) from a suppliers) best able to deal with the
emergency immediately. Alternatively, if the emergency occurs after office
hours or it is not-possible to contact procurement, the end user, after having
received the required approval as per sub-paragraph (a) above, may invite the
Bid/s directly from suppliers and/or issue instructions to commence the work.

d) Retrospective authority must be obtained as soon as possible thereafter.

15.2,3 Retrospective authori ty for the emergency procedure

a) Thereafter the AC or higher in terms of the Procurement Process Approval
Delegations must be approached for retrospective authority for the emergency
provided the transaction is within the AC's threshold. The AC must consider the
motivation and provide retrospective authority if the emergency Is validated.
The AC is required to be vigilant with regard to exercising this power as the
emergency procurement procedure must be adequately justified. The AC must
furthermore consider any amendments to emergency transactions with
circumspection.

b) Retrospective authority must be sought using the standard template.

c) The concept of retrospective authority applies only in the context of
emergencies and does not apply to the condonation process.

d) If an emergency procedure is followed correctly, condonation is not required.
It fs also important to note that a correctly followed emergency procedure also
falls outside the ambit of the Confinement process. However, if the use of the
emergency procedure was not justified, it will equate to non-compliance with
procurement processes and condonation would have to be sought.

1 5 3 HIGH VALUE TENDER PROCESS (HVTP)

The High Value Tender Process (HVTP) subjeSs all transactions falling within the
High Value fender threshold (I.e. R50 million as at the date of this document) to
Independent scrutiny and validation of all commercial, contractual, .process and
governance aspects of the Bid process.

The process enables Supply Chain to detect any shortcomings aE key gateways In
the Bid process arid to make appropriate corrections -befbre;any award of business
fsmade.

15.3.1 Principles

a) The HVTP applies to all transactions falling within the High Value Tender
threshold. The HVTP offers an opportunity for peer review, guidance, advice
and the sharing of good practice and experience. The HVTP subjects all high
value bids to independent scrutiny and validation of all commercial,
contractual, process and governance aspects of the bid process.

b) The process enables Supply Chain to detect any shortcomings at key gateways
and to make appropriate corrections. This further reduces Transnefs risk on
larger value acquisitions as any Inefficiencies are addressed before any award
of business is made.

•'jj-.
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The gateways that are review/able in the process are as follows:

Figure [26] - 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. In order to ensure that the HVT team is
able to provide complete assurance, Entities must ensure that the HVT team is
present at all meetings/discussion relating to the high value tender. In cases where
it is impractical for the HVT team to attend, where applicable approval must be
obtained from iSCM Governance to conduct a review of the related documents
thereafter.

The HVT team must attend to all procurement processes and advise Entities during
each phase of the process. The following is a non-exhaustive list of the areas of
review and may include best practice advice:

Demand Review and Acquisition Gateways

• Review the demand and business cases prior to final approval.

• 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.

• Ensure bid opening procedures are followed {including appropriate
document security.

Evaluation Gateway

Advise the teams during the evaluation process on all bids.

Advise and support teams during the moderation process of scores on all
bids.

Review evaluation scorecards for accuracy and completeness and to ensure
Input by relevant parties has been included and signed off.
Review AC documents for accuracy and correctness.

& Contract Award Gateway
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TRANSNET-REF-BUNDLE-03369



1482

• 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.

Contract Management

• Ensure that contracts are correctly loaded and adequately managed.

• Ensure document retention procedures are followed.

• The HVT team must document lessons learnt throughout the process and
provide feedback so that processes may be improved.

• It is important to note that the HVT team serves as an advisory function
and does not in any way assume responsibility for business involvement in
the procurement process.

• Please refer to PPM Directive 06/2014 regarding the timeframes for
producing an HVT report and the methodology used to rate the various
steps within each gateway [i.e. what constitutes a red (unsatisfactory),
amber (requires improvement) and green (satisfactory) finding],

15.4 UNSOLICITED BIDS

• An Unsolteiteo1 Bid !s an offer unilaterally submitted by a potential supper of Its own
accord-and received by Transnet outside of fts normal procurement ptocess.

• Transnet Is not obliged to consider Unsolicited Bids received outside Its normal
bidding process.

* Tfiese rules do not apply to Bidders who merely seek to be registered on Transnefs
Potential Vendor Portal (TPVP) In order to be considered as potential suppliers for
future business. When Goods/Construction Works/Services are to be acquired from
stteh Bidders, the normal procurement mechanisms are to be used

15.4.1 Definit ion

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/Construction Works/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.
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15.4.3 Criteria for consideration of unsolicited bids5

Transnet may only consider an Unsolicited Bid If the following requirements are met:

a) the product or service offered Is a demortstrably or proven unique and Innovative
concept;

b) a need for the service or product has been established;
c) the product or service will be exceptionally beneficial to Transnet or have

exceptional cost advantages for Transnet;
d) the Bidder Is the sole supplier of the service or product; and
e) the reasons for not using one of the normal bidding processes have to be found to

be sound by the person with the necessary delegation of authority.

15.4.4 Unacceptable unsolicited bids

Transnet must reject an Unsolicited Bid if the Bid:
a) relates to known institutional requirements which can, within reasonable and

practicable limits, be acquired by conventional competitive bidding methods;
b) relates to goods or services which are generally available; or
c) does not comply substantially with the requirements of paragraph 15.4.3 above.

15.4.5 Rejection of unsolicited bids

Should Transnet 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 ft 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 ah evaluation team constituted of

technical subject matter experts. The minutes of the evaluab'on 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/Construction Works/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

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;

5 This section (s largely based on the Municipal Finance Management Act Regulations and National
Treasury's Practice Note 11 of 2008/2009 on Unsolicited Proposals
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e) Proof of certification that the Bid was submitted by the person who holds the
intellectual property rights in the goods or service; and

f) Certification by the evaluation team that there are no other suppliers who can
provide the goods or services.

15.5 CONTRACT CONSOLIDATION

consoftdatfon rnay represent optimal value for TransnejiJn the following
drcufnsfenees: r ' •'

whete more than one Entity have existing GORtra^s ft5r4he: same Goods / Servfce
with the same cr different suppliers wi^i•significant pfiee .variaSoris and,differing
contract terms; or

where one or more TrSnsnet Entity become awgrs tjiat grcotfter EntSy has already
concluded a contract for the Goods /Services required by I t and wtsh 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:

R10 per bottle

R8 oer bottle
ABC (Pty) Ltd

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:
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R10 per bottle

R8 per bottle

R6 per bottle

Supply of bottled water

ABC (Pty) Ltd

Fountain Fresh
(Pty) Ltd

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:

R10 per bottle

R8 per bottle

R6 per bottle

ABC (Pty) Ltd

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;

d) Other key contractual differences (e.g. specifications, delivery, payments,
volume discounts etc.);

e) Whether the contracts allow for cancellation 'without cause';

f) The expiry dates of the various contracts;

g) The cost of termination (penalty for breach); and

h) Current contract management and monitoring.

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 finandaily viable.
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Q>

Paying high penalties due to the cancellation of existing contracts should be avoided
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 Transner/s requirements;

d) The perception regarding potential market challenges (type of commodity and
potential suppliers);

e) The competitive landscape of these Goods, Construction Works and Services;
and

0 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,

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.

0 Inclusion of entities into the consolidated contract may be on a staggered basis.
For example, where a current Transnet Entit/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.
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0

15.5.6 "Piggybacking"

a) "Piggybacking" arises when an existing contract has been identified, which one
Transnet Entity ("the main OD") has concluded for specific goods/services, and
which another entity ("the piggybacking OD") would like to utilise for their
requirements.

b) The procurement teams of the relevant two entities need to negotiate and agree
on one df the following two strategies, depending on the R-value of the
Intended piggybacking In relation to the original contract value;

1. Estimated increase In the original contract value as a result of the
piggybacking fs 20% or less.

Upon approval of the CPO of the Main OD, the AC of the Piggybacking OD
who wishes to "piggyback" off the existing contract may grant approval for
the proposed contract Increase, and inform the Main OD AC holding the
original contract In this Instance the original contracted unit price/s will In
all probability remain unchanged.

Ii. Estimated increase In the original contract will be >20%, but not exceeding
50%.

The AC of the Main OD which concluded the original contact must be
approached for approval to piggyback. In such instances one should Ideally
be able to negotiate more favourable prices or volume discounts as a result
of the increased volumes.

c) Once approval from the relevant 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.

d) Where the Increase in value Is estimated to be 20% or less of the original
contract value, the Piggybacking OD will approach the supplier directly and the
matter must be re-submitted to the AC of the Piggybacking OD for final approval
and thereafter to the AC of the Main 0 0 , for noting.

e) I f the Increase in contract value Is above 20%, the procurement team of the
Main OD who concluded the original contract must approach the supplier and
negotiate a more favourable price for Transnet, whereupon the final approval of
the AC of the main OD must be sought In this Instance the Main OD AC'S
approval will be submitted to the AC of the piggybacking OD, for noting.

0 The respective Transnet Entities must make satisfactory arrangements between
themselves regarding the apportionment or recovery of costs for goods /
services. If applicable.

g) 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
separate process for the "piggybacking requirement". In the Interest of
economies of scale going forward, It would be advisable to time the expiry of
the different OD contracts that they expire at the same time, so that It will be
possible to embark on a new transversal bid process for the consolidated spend
across all the ODs.

h) The normal requirement regarding contract amendments In excess of 40%
requiring approval by the person with DoA one level higher, will also apply to
piggybacking contracts.

15.6 ACQUISITIONS ASSOCIATED WITH INCOME GENERATING CONTRACTS

15.6.1 Although Income generating contracts are In principle excluded from this
Procurement Procedure Manual, all associated expenditure contracts necessary to

Chapter 15- 5p#:iat Cases
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fulfil such contracts (i.e. procurement contracts to acquire the
Goods/Construction Works/Services), falls within the ambit of the PPM.

necessary

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 (e.g. TRE
responding to a bid invitation issued by PRASA for the supply of suburban
coaches). In such instances Transnet would need to prepare its bid for the income
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^), the GCE,
ADC 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
Entity be selected as the Successful Bidder, as this could lead to delays in the
execution of such external income generating contract.

15.6.7 On completion of the project, the AC should be Informed of the outcome in detail,
e.g. how the selected subcontractors/JV Partners performed, whether the project
was completed on time, what income was derived from the Income generating
contract after all outsourced parts have been accounted for, etc.

15.7 CONDONATIONS

Condonations are used to regularise an Irregular step In a procurement process. They
are to be granted in exceptional cases under ths following circumstances:

• wftere Inadvertent non-compliance with policies and procedures has been
discovered; and

• the transactions associated with the non-compllanoe need to be regularized.

15.7.1 Principles

a) Non-compliance with laid down procurement policies and procedures carries
with it huge legal, financial and reputational risk for Transnet. Transnet
employees involved in any procurement activity are required to familiarize
themselves with all relevant policies and procedures. They need to adhere

0058-0374-0001-0424

TRANSNET-REF-BUNDLE-03376



1489

0

FOR INTERNAL USE ONLY PROCUREMENT PROCEDURES MANUAL

strictly to those prescripts, as lack of knowledge regarding procurement
processes will not be considered a valid excuse for condonation. Therefore all
Instances of non-compliance will be regarded in a serious light and the power to
grant condonations must be sparingly exercised.

b) It Is Important to distinguish between a transgression of a policy or procedure
which may be condoned and a situation falling within the definition of an
emergency. The occurrence of an emergency necessitates the appointment of a
supplier without following a normal bidding process. Thereafter, retrospective
approval Is sought from the person with the necessary delegation. As such,
Invoking the emergency procedure does not require condonation.

15.7.2 When will condonations be granted? " ~" "

As a general rule condonations will be granted In Instances where:

• the person seeking condonation was acting In the best interest of Transnet
or In the public Interest at the time;

• Transnet did not suffer substantial financial loss or reputational harm;

• the conduct requiring condonation did not contravene any applicable
legislation; and/or

• the non-compliance did not undermine the Integrity of the bidding process.

15.7.3 When will condonations not be granted?

As a general rule condonations will not be granted In Instances where the non-
compliance:

• undermined the Integrity of the procurement process;

• undermined the fairness, equity, transparency, competitiveness or cost
effectiveness of the procurement process;

• resulted In Fruitless and Wasteful Expenditure;

• is attributable to Inexcusable conduct on the part of any employee e.g. gross
negligence or wilful disregard of procurement policies and procedures;
and/or

• the conduct requiring condonation contravened any applicable legislation.

15.7.4 Information to be contained in a condonation submission

The following Information must be provided In the. submission, by either the person
X seeking condonation, his / her Manager or the relevant General Manager / HOD;

y •, When did the business first become aware of the non-compliance?

• The nature of the non-compliance/transgression;

• The provision of the PPM that was not complied with;

• A full explanation for the non-compliance I.e. why was the correct process not
followed?

• What steps will be taken to ensure that the non-compliance will not occur again?

• Did Transnet suffer any financial loss due to the non-compliance? I f yes, indicate
the amount and substantiate;

• Has any corrective action (training, discipline, etc) been taken? If so, provide full
details; and

• Whether the matter would have been approved had due process been followed.

15.7.5 Process

a) Requests for condonation must be compiled and submitted by the employee
who had transgressed the policy / procedure, using the approved standard
template. This template should be submitted under cover of a memo to trie

wr 15 Speudl Caws Page 139 of 2-M
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GCE. This submission must be accompanied by the relevant documentation that
should have been submitted had due process been followed.

b) The request for condonation should first be submitted to the Manager of the
employee who shall Indicate to his/her Genera! Manager whether he or she
supports the request The General Manager shall also Indicate whether he/she
supports the request.

c) Appropriate remedial action must be'recommended taking Into account all
relevant factors such as the severity of the transgression, Impact on Transnet
and previous transgressions of a similar nature.

d) The matter must then be considered by the OD CPO, the AC, OD CE, the
Transnet GCSCO and the Group CFO, each of whom shall Indicate whether or
not they support the request

e) The matter must be submitted to the GCE, the ADC or to the Board itself for
final approval, depending on the value of the transaction.

0 The dedsion of the relevant approval body shall be reported to the relevant OD
CPO. The CPO will then ensure that the matter Is reported to all relevant
functional areas Including the main OD AC, OD Compliance Manager / PFMA
Champion, Human Resources (for information), and PFMA reporting, where
applicable.

g) The Entity's AC shall report to the ISCM Governance COE on a monthly basis In
trie standard template on the number of matters condoned or not condoned
Including reasons and details of the transgressions. This Information will be
consolidated on a dashboard and will be tabled at the ISCM Council on a
monthly basis.

h) Finally, If condonation Is not granted, the instance of non-compliance must be
reported as either Irregular or Fruitless and Wasteful Expenditure In terms of the
PFMA, depending on the circumstances. Corrective or disciplinary action must be
considered and taken In terms of Transnefs Disciplinary Code and Procedure
and/or the PFMA.

Note: Consideration should be given to settling any claims against Transnet by
suppliers who were not responsible In any way for the irregularity and who have
provided the goods/works/services required. It Is prejudicial to suppliers when
Transnet withholds payment as a consequence of an internal irregularity. The
Head of the Entity's Legal Department should be approached for approval In
terms of paragraph 5.6.1 of the Transnet DoA Framework to authorise the
required payments, as the "settling of a dispute",

15.7.6 Guiding principles

a) The discretion which the person with Delegated Powers has to grant
condonations must be exercised sparingly on a case by case basis taking Into
account all relevant factors. These include the following:

• the extent and cause of the non-compliance;

• the seriousness of the non-compliance;

• the reasonableness of the explanation for the non-compliance;

• the effect of the non-compliance on the fairness of the procurement process;

• whether the matter would In all likelihood have been approved, had the
proper processes been followed;

• whether condonation was requested as soon as possible after business
became aware of the non-compliance. Note that condonations should be
submitted to Group within 30 days after the Entity became aware of the non-
compliance. I t is accepted that there may be Instances where It could take In
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excess of 30 days to submit a condonation to Group. Grounds for such an
extended period could be attributable to any of the related processes being
delayed e.g. audit/forensic Investigation/ disciplinary process, ACs (matter
referred back), etc;

b) Any expenditure following an Irregular Increase in contract value Is considered to
be equally irregular up until the date that such Irregular action Is condoned. I f
the irregular action Is condoned, the expenditure Is no longer considered to be
Irregular and normal expenditure against such a contract may continue, contract
administrative processes and procedures applying. I f the Irregular action is,
however, not condoned all expenditure since the Irregular action occurred Is
regarded as Irregular expenditure. This In effect means that If the condonation Is
not approved, no further Increase may be made to the contract nor may the
contract period be extended even if there Is no Increase to the initial value of
the contract.

c) If there Is an Intention to extend/increase a contract after an Irregularity has
been discovered, such new extension/increase can only be considered if the
condonation is granted. Such recommended Increase/extension must
consequently be presented to the AC for the consideration at the time when the
condonation Is submitted to the AC for support prior to the submission to Group,
Should the AC concur in the recommendation to increase/extend the contract
after/beyond the date of condonation, such Increase/extension shall be made
conditional subject to the condonation being granted. Should the condonation
and/or subsequent Increase of the contract not be granted by Group, the
contract may not be Increased/extended and should be cancelled. Should the AC
not support the condonation, the matter Is not submitted to Group and all
Irregular expenditure will be reported as such.

15.8 APPOINTMENT OF CONSULTANTS

The appointment of Consultants Is regulated by the National Treasury's Instruction
Note 01 of 2013/2011 on Cost Containment Measures.

In order to Justify the appointment of consultants, the purpose for making use of
consulting services must be fully understood and well-motivated. In all Instances, the
first check Is to determine whether the Services can be sourced internally (i.e. are
these skills available within Transnet). I t Is Important that there Is a justifiable reason
and purpose for using external consultants. Consultants may be appointed under the
following circumstances:

• where there is a need for specialist advice;

• the Services are non-repetitive in nature; and

• the need for the appointment of a Consultant Is Justified, I.e. it is necessary
and appropriate.

15.8.1 Definit ion

Consulting services refer to those specialist services and skills that are required for
the achievement of a specific objective with the aim of providing expert and
professional advTce on a time and adhoc basis. These professional services may
indude:

a) the rendering of expert advice;
b) obtaining relevant Information from the Institution to draft a proposal for the

execution of specific tasks that are of a technical or intellectual nature;
c) business and advisory services;
d) Infrastructure and planning services;
e) laboratory services; and
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f) science and technology.

15.8.2 Approval to appoint consultants

The engagement of consultants Is to be strictly controlled and appropriately
approved. Transnet may only contract with a consultant after a gap analysis6 has
confirmed that Transnet does not have the requisite skills or resources In its full
.time employ to perform the services In question. A gap' analysis would be
conducted to Identify any gaps between current available human resources and
human resources required to complete a specific project This means that Transnet
should first conduct a skills gap analysis within Its structures prior to seeking the
use of consultants. Based on a business case7 the appointment of a consultant may
only be approved by the person with delegation of authority. In this regard, the
motivation to appoint a consultant should provide a concise overview of the type of
consulting services which are required and why the proposal/motivation for
appointment of consultants should be supported.

The appointment of consultants should by default follow the Open bid process to
ensure fair competition. In exceptional cases one may motivate the Confinement
route, or the quotation route for low value consultancy appointments. Irrespective
of the value, consultants may only be approached for quotations AFTER the
necessary prior In-prindple approval has been obtained from the appropriate
person/body with the required DoA.

15.8.3 Justifiable reasons for Consultant services may be:

• Only an external Consultant can offer the skills and expertise that are not
available within Transnet;

• Employees within Transnet who do have the skills do not have the time to
get involved In the particular project Consultants, guided by experience
and expertise, can get the job done more quickly as they do not have to
continue with business functions;

• The initiative cannot be assigned to anyone In-house due to confidentiality
or sensitivity;

• An outside perspective Is required. A Consultant can view the situation
objectively, without the filters and existing paradigms that internal
employees may have;

• Exposure to best practices Is required. Due to larger consulting houses
having a breadth of research and experience from different organisations,
Including international exposure, a Consultant can provide the requisite
intellectual property and provide essential skills development; and/or

• There may be other justified reasons to obtain an external view.

15.8.4 Remuneration of consultants

Consultants may only be remunerated at the rates:
• determined In the "Guideline for fees" Issued by the South African Institute

of Chartered Accountants (SAICA);

6 Refer to the Guideline on the Cost Containment Measures National Treasury Instruction Note 01 of
2013/2014 Issued In August 2014 for more guidance on the gap analysis.
7 Refer to the Guideline on the Cost Containment Measures National Treasury Instruction Note 01 of
2013/2014 issued in August 2014 for more guidance on the requirements of the business case.
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• set out In the "Guide on Hourly Fee Rates for Consultants" by the
Department of Public Service and Administration fDPSA); or

• prescribed by the body regulaDng the profession of the consultant.

Hotel accommodation and related costs in respect of consultants may not exceed
R13008 per night per person (including dinner, breakfast and parking), air travel
must be limited to economy class and claims for kilometres may not exceed the
rates approved by the Automobile Association of South Africa.

15.8.5 Process
a) The submission for the appointment of a Consultant (business case) must

be fully motivated in writing by the end-user and the OD CPO, to the OD's
main AC for PRIOR written support of the recommendation to appoint a
Consultant. I t is Important to property motivate submissions taking into
account all relevant factors. The submission should be submitted under
cover of a memo to the relevant person with the necessary delegation to
approve the appointment (Refer to the Transnet Group Delegation of
Authority) using the required template. The motivation to appoint a
Consultant must be properly justified taking into account whether the skill
is available within Transnet (i.e. a gap analysis must be conducted for this
purpose). The submission must also include the gap analysis and business
case as explained in paragraph 15.8.2.

b) The submission must also motivate the reasons for the use of the proposed
procurement mechanism (e.g. Confinement, Open Bid, or quotation
system).

c) Where Group approval is required, (i.e. matters exceeding the Entity's
DoA), the matter must be considered by the Transnet GCSCO, who would
indicate whether or not he/she supports the request.

d) Tne matter must be submitted to the person/body with the necessary DoA
for final prior approval depending on the value of the transaction.

e) After prior approval has been obtained, the recommendation for the award
of business must be submitted to the relevant AC, in the normal manner.
The award and conclusion of the subsequent contract is dealt with in terms
of the normal DoA for signing contracts.

15.8.6 Consultancy reduction plans

As per National Treasury Instruction Note 01 of 2013/2014 on Cost Containment
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Transnet Is required to develop consultancy reduction plans by 31 March each year
for Implementation In the subsequent financial year. As such, CEs of all Transnet
Entities are required to develop thefr respective consultancy reduction plans In
consultation with their CPOs and submit It to the GCFO's office by the end of
February each year.

15.8.7 Contract management of Consultancy agreements

a) I t Is Important to ensure that deliverables are dear, specific and measurable to
easily measure project outcomes and to ensure that Transnet receives value
for money.

b) Contracts with consultants must contain dearly defined roles and
responsibilities of Transnet and the consultant to enable effective project
management and to facilitate oversight during the course of the project

c) There should be a proper contract management and oversight process to
prevent differences between the approved bid prices and the signed contract
amounts. If changes In the scope of a project necessitate a change In the
contract, it should be properly motivated, documented and approved in
accordance with the same rules that apply to amendments to contracts
awarded via Confinement as detailed in paragraph 22.5.7.

d) Contracts and payments should be monitored properly to ensure that the work
done meets the contractual deliverables. This Indudes monitoring compliance
with service level agreements, detailed payment advices and supporting
evidence. Ail contracts of consultants must indude penalty dauses for poor
performance and in this regard, these dauses must be invoked where deemed
necessary.
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CHAPTER 16: BID PREPARATION

ci b
Construction procurement documents for engineering and construction works contract,
supply contracts that involve the purchase of construction materials and equipment,
services relating to any aspect of construction including professional services, disposals
of surplus materials and equipment and disposals In the form of demolitions shall be
formatted and compiled In accordance with the CIDB Standard for Uniformity in
Construction Procurement These requirements are addressed in the standard
construction procurement templates and NEC3 templates available on the Transnet
Intranet and these must be utilised for all construction procurement.

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 dear 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 Bid 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 SPECIFICATIONS/SCOPE OF WORK I N BID DOCUMENTS

Transnet must ensure that its specifications/scope of work in bid documents are dear and
concise so that Bidders are able to understand and respond to the Bid adequately.
Specifications should be functional and fit for purpose, rather than brand- or product-specific.
Specifications must not indude any unfair exduslonary terms. Compiling a specification
around one supplier's product is unfair and not allowed. Where it is necessary to specify a
particular brand or product, the RFX document must request the particular brand/product "or
similar". Specifications must also incorporate any applicable regulatory requirements.
Sustaxability criteria (e.g. environmental considerations) should also be induded in the
spedficab'on, where possible. There should be a rational link between the spedfication/scope
of work and the functional evaluation criteria.

Once the technical specification/scope of work has been finalised, the end user department
or head of the technical specification sub-committee must sign off specifically confirming that
the 5pedfication is:

• Fit for purpose;

• objective; and

• unbiased and not slanted in favour of any bidder.
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16.3 EVALUATION CRITERIA I N BID DOCUMENTS

The bid documents must make It, clear that, where applicable -, Bidders will be assessed in
two stages:

CRITERION EXPLANATION

STAGE 1

Test for
Administrative
responsiveness

Test for
Substantive
responsiveness

Inform Bidders of the minimum requirements for responsiveness (i.e.
the completeness of response and returnable documents), and the
consequences of not being responsive

Indicate the requirements for substantive responsiveness including
whether the Bid materially complies with the scope and/or specification
given. Prequalificetion Criteria, if any, must also be indicated. These
criteria must be minimum mandatory requirements in terms of
technical, 5D or financial stability.

INDICATE APPUCABLE MINIMUM THRESHOLDS ( I N THE FOLLOWING ORDER)

Local Content
Threshold

Supplier
Development
Threshold

Functionality
Threshold

ndicate If the RFX is subject to regulation 9 (1) of the PPPFA as a
designated sector for local production and content as well as the
applicable stipulated minimum threshold as stipulated in the relevant
nstruction Note issued by National Treasury. As The LC thresholds are

laid down in terms of legislation, the lowering of such minimum
thresholds is not allowed and bidders who fail to meet the laid down
minimum thresholds for LC will be disqualified.
The SD minimum threshold, criteria and weightings that were
developed during the planning phase should be incorporated in the bid
document.

If applicable, a disclaimer regarding the lowering of the SD threshold
must be included In the bid document as Indicated in paragraph 13.5.

No bid must be regarded as an acceptable bid if it fails to achieve the
minimum qualifying score for SD as Indicated in the bid.
Transnet must indicate in the invitation to submit a bid if that bid will
be evaluated on functionality. The evaluation criteria for measuring
functionality must be objective.

When evaluating bids on functionality, the following must be dearly
specified in the invitation to submit a bid:

• evaluation criteria for measuring functionality;

• weight of each criterion;

• applicable values that will be utilised when scoring each
criterion; and

• minimum qualifying score/threshold for functionality.

If applicable, a disclaimer regarding the lowering of the Functionality
threshold must be included in the bid document as indicated in
paragraph 13.5.

No bid must be regarded as an acceptable bid if it fails to achieve the
minimum qualifying score for functionality as Indicated in the bid.

This is the default position but will rat necessarily be applicable in all instances, e.g. low value transactions or
approved list purchases where trie quality of the product has already been pre-approved.

June 2015
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CRITERION EXPLANATION

STAGE 2

FINAL
WEIGHTED
EVALUATION ON
THE APPLICABLE
PREFERENCE
POINT SYSTEM

Price

Preference

The applicable preference point system must be stated in the bid
document. In terms of the preference point system, proposals will be
evaluated on price which will be allocated 80 or 90 points and
preference which will be allocated 20 or 10 points, dependent on the
value of the Goods. The 80/20 preference point system applies where
the acquisition of the Goods, Services or Works will be between
R30 000 and Rl 000 000.00 (all applicable taxes included). For
transactions below R30 000, only one quote needs to be obtained.
However, if more than one quote is requested, the 80/20 system may
also be applied but Transnet Entities have a discretion to increase the
preference point system within the range of 80/20 to 60/40. The 90/10
preference point system applies where the acquisition of the Goods will
exceed Rl 000 000.00 (all applicable taxes included).
It 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 the evaluation of 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
• Lead times

Preference points will be awarded to a bidder for attaining the B-BBEE
status level of contribution in accordance with the regulations issued in
terms of the PPPFA.

16.4 TIMEFRAMES

16.4.1 Submission of Bids

Suppliers must be afforded sufficient time to prepare and submit Bids. Below are
guidelines to determine the minimum timeframes:

a) Off-the-shelf type of purchases below R2 million: between 3 to 5 working
days.

b) Formal RFQs below R2 million: between 7 to 21 working days depending on
the type of transaction.

c) Off-the-shelf type of purchases: a minimum of two weeks should be
allowed, if possible.

d) More complex bids (such as Construction Works which involve quantity
surveying, national bids, etc): a minimum of 3 weeks should be allowed.

e) When international responses are anticipated, more than 3 weeks should
be allocated to ensure a sufficient response.

16.5 VALIDITY PERIOD

The validity period must allow ample time for the evaluation, drafting of the recommendation
and approval by all the necessary governing structures for each bid. Unless circumstances
require a longer or shorter period, bid documents must state that the Bids must hold good

i><3Ot# 16 bid -r
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for at least 90 working days (i.e. any day other than a Saturday, Sunday or public holiday)
from the dosing date.

It is important to note tnat for the purposes of adjudication, bids are required to remain valid
only until the matter is considered by the AC provided that the AC approves the process.
Should the AC not approve the matter, the validity period must be timeously extended.

Where the AC has approved the process that the Bid be awarded to the Preferred Bidder, the
Bids of the Preferred Bidder as well as the second and third-ranked Bidder (where the
first/second ranked Bidder is unable or unwilling to condude a contract as per paragraph
21.7) will be regarded as being valid until the final contract is concluded. The RFX document
must indude a term to the effect that it will be automatically presumed that Bids of Preferred
Bidders as well as second and third ranked bidders will remain valid until the conclusion of a
contract with the Successful Bidder. The reason why the validity period of the 2nd and 3rd

ranked Bidders remain valid is the following: should contract negotiations with the Preferred
Bidder not result in the conclusion of a contract, Transnet would reserve the right to
approach the second or third ranked bidder to award the business.

Where the AC has merely authorised Post Tender Negotiation, the Bids must remain valid
during the negotiation process unrJI the AC has finally approved the process. For this
purpose, Bidders must be requested to extend the validity period of their bid when
submitting their best and final offers.

The ODB SFU provides that the tender offer validity period provided for in the Tender
Data shall generally not exceed eight weeks and in exceptional tircumstances, not
exceed 12 weeks.

16.6 ESSENTIAL REQUIREMENTS I N BID DOCUMENT

The standard RFX template, available on the ISCM Transnet intranet, must be Used when !
Goods, Construction Works and Services are procured.

16.6.1 Inclusions

When preparing the bid documentation the following must be considered In
addition to the requirements as per the standard RFP template:

a) An indication as to whether the two envelope system is applicable to the Bid -
refer to paragraph 13.11;

b) Name and address of the Transnet Enrjty/ies procuring the goods/services.

c) Manner and place for the submission of proposals.

d) Deadline for submission of proposals.

e) Validity period of submitted Bids.

f) Bid reference number (see paragraph 17.1.1).

g) Instructions for preparing Bids.

h) 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.
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I) The rules governing communication between the Bidder and Transnet during the
bidding process.

j) 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.

k) An indication as to whether or not Transnet intends to convene a compulsory
, briefing session.

I) Standard terms and conditions of contract and the General Bid Conditions.

m) Transnefs Integrity Pact.

n) Requirements of the CIDB In the case of a bid relating to construction,
upgrading or refurbishment of buildings and infrastructure.

o) Any criteria required by other applicable legislation.

p) Obligation on Bidders to dedare any conflict of interest they may have in respect
of the Bid that is to be submitted. In particufar, Bidders must state whether they
have any personal or business relationship with any employees or directors of
Transnet

q) 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.

r) 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

s) Whether the process may Involve post tender negotiations.

t) Anticipated date(s) for starting delivery and/or completion of delivery of the
Goods/Construction Works/Services.

u) Conditions regarding shipping, If applicable.

v) Currency and the manner In which the proposal price is to be formulated or
expressed.

w) A notice to Bidders that Bids must be submitted by the Bidder In a sealed
envelope. The envelope must Indicate the bidder's name, a contact person and
details, the bid number, the subject and dosing date, time and venue so that
there Is no need to open the document and risk the possibility of prices being
leaked.

x) Terms of payment.

y) 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. I f the price has been induded elsewhere In the price list, this
must be indicated. After Bids have been opened, Bidders may not supplement
their original offer If It was Incomplete.

z) A list of the required returnable documents, e.g. industry-sped fie certificates,
etc The list should indicate dearly which returnable documents must be
submitted by the dosing date, failing which bidders will be eliminated.

aa) Alternative Bids: The RFP should indicate dearly 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 Induded In a schedule
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that compares the requirements of the RFP with the Alternative Bid that Is
proposed. In Instances where the RFP did not Invite alternative blds/ 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 dearly that alternative bids will also be considered. The CFST therefore
has to consider this aspect carefully when preparing the bid documents.

bb) Bid documentation must state that Transnet shall not be obliged to accept the
lowest any bid or an alternative bid.

cc) Bid documentation must stipulate that disputes regarding the bidding process
must be settled by the Procurement Ombudsman.

dd) A space on each page where the Bidder must append his signature plus name of
company and company stamp,

ee) A certificate of attendance for a compulsory site Inspection/tender briefing
session (if applicable),

16.6.2 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.

16.6.3 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 I t 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 bldder/s.
In particular, Transnet reserves the right to:

a) modify the RFP's Goods/Construction Works/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 ail proposals, if It so decides;

0 award a contract in connection with the RFP at any time after the RFP's dosing
date;

g) award only a portion of the proposed goods/services which are reflected in the
scope of the RFP;

h) split the award of the contract between more than one supplier; or

I) make no award of a contract.

Bidders who submit Bids subject to certain qualifications which are in conflict with
certain bid conditions must be advised to withdraw such qualification, failing which
the Bid may be disqualified.

The RFX documents must also contain a disdaimer to the effect that Transnet will
regard the original Bid as the legal binding Bid and that Transnet will not be hefd
liable for discrepandes between the original Bid and duplicate copies of the Bid. •

16.6.4 Transnef s standard terms and conditions of contract

When issuing any RFX, Transnefs standard terms and conditions must be used.
There are separate templates for standard terms and conditions for RFPs and RFQs.

Oic;'tsr IS E.'-i Preparation P3(;e 151 Of 244
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Please note that a standard contract template has been prepared for Market Demand
Strategy related projects. This template is available on the Transnet Intranet. For any
additional terms and conditions, a schedule detailing these must be added to trie
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.
Alternatively, if the final terms of the contract have been finalised at the RFP issue
stage, the Master Agreement may be issued with the RFP as opposed to the standard
terms and conditions of contract.

16.6.5 NEC3 conditions of contract and CIDB Standard for Uniformity

ci b
When issuing any RFP for construction procurement, the NEC3 conditions of contract must be
used unless deviation is justified as provided for in Paragraph 9.3.2 of the PPM. Please note
that a standard contract tern pi ate/ standard construction procurement template has been
prepared for Construction related projects. For any additional terms and conditions, Group
Lega! must be approached via the OD/SU Legal Department.

Should the need arise for additional clauses in terms of the NEC3 2 clauses, these must be
carefully drafted and approved by the Group/OD Legal Department.

16.7 SIGN-OFF OF BID DOCUMENTATION AND GO-TO-MARKET STRATEGY

Once the bid documentation has been compiled, the bid document together with the
media advert 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.

Guidance Note: The RFP is normally only developed and submitted for approval
once the Sourcing Strategy has been developed and approved. Where possible, the
Sourdng Strategy and RFX document may be developed in parallel. This may reduce
timelines as both documents may be approved at the same time.
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CHAPTER 17: BID ADMINISTRATION

This Chapter applies to both general procurement and construction procurement.

Note: At this stage in the process, the RFX document, the evaluation criteria and weightings,
the evaluation methodology, as weli as the going to market strategy has already been signed
off by the person or governance structure with the appropriate DoA.

Isstl&ofbids

tlecefpt and safeguarding of bids

PHASE 3
Opening of bids

PHASE 4
Amendments and communication after dosing date

Figure [27] - Four phases of bid administration

Issue of bids

17.1 PHASE 1: ISSUE OF BIDS

17.1.1 Bid reference numbers and short descriptions

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,
e.g. the AC Secretary. The RFX number must deariy indicate the following:

• whether it was an Open Bid or a quotation; e.g. RFX No, Quotation No, or
Approved Ust No.;

• the Entity which issued the bid;

• in the case of a CIDB bid, a prefix to the bid number must be included to indicate
that It is a CIDB-bid;

• a specific digit/character can be allocated to indicate whether a bid will dose at
the AC or at Regional/depot level e.g. BID NO: TPT/C7711/01/138/CIDB; and

» a short description of the requirement must be added after the unique number,
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 must be issued in the name of Transnet SOC Ltd
and be advertised in the Republic of South Africa, (nationally and/or regionally), and
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abroad if necessary. The name of the relevant OD requiring the service must be
clearly indicated, e.g. Transnet Freight Rail, a Division of Transnet SOC Ltd (Reg. No.
1990/000900/30). The reason for this requirrm^nt is that ever/ kgui document must
reflect the company's registered name I.e. the legal persona of the company which
will be contracted with.

17.1.3 Impor tan t information in notices and Advertisements

The format of the Advertisement is prescribed by Group Communications guidelines.
This format has been adapted for Supply Chain purposes and must be used for all
Advertisements. The advertisement template can be obtained on the ISCM Intranet
Portal.

The advert should be as short as possible but 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:

• the RFX number and a brief description of the goods / services required;

• where the bid documents may be obtained and the cost to purchase them (if
any);

• the closing date for collection of bid documents (in this regard adequate time
must be given to bidders to collect the bid documents);

• closing date, time and venue for submission of the bid document;

• information pertaining to site Inspections or pre-bid briefing sessions;

• contact person's business address and contact details; and

• details ofTransnet's fraud line.

17.1.4 Issuing of open bids

Where appropriate, open bids (particularly for transversals and national bids) must
be issued from at least every major region that Transnet has presence across the
country. A central electronic Issue Register must be maintained on a Shared Portal
as per paragraph 17.1.7.

17.1.5 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.

Should the Manager decide to charge for the bid document, the following bid
document fees structure must be used to determine a fee for bid documents:

TABLE 21

Value of bid

<R5 million

R5million to <R20 million

R20million to <R50 million

R5umillionto <R100 million

Bid fee

no charge

R200

R500

R750

En* Ac1iHinis:ra::cn
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>R100 million RI000 or higher (at the discretion of
CPO) but not exceeding R5 000.

b) Despite the waiver of bid fees for transactions below R5 million, only one Bid
must be issued per Bidder. The details of the Bidder must be recorded In the
RFX Issue Register as per paragraph 17.1.7. Bidders are therefore not allowed
to collect more than one RFX document The names of the Bidders that submit
Bids must then be verified against the names on the RFX Issue Register.

c) Guidance Note: Consideration should also be given to Issuing RFPs In digital
format on CDs at no charge. Should It be decided that a bid fee be charged for

, the CD, this fee must not exceed R100.

d) Where a bid document fee Is to be charged, the advert must dearly state the
payment method. The sale of bid documents at site meetings Is not permitted.

e) 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). There must be strict
control over cash received and documentary proof of documents sold and
receipts Issued must be kept on the appropriate files.

f) The finance office must ensure that the RFX number Is dearly reflected on the
receipt Bid documents may only be Issued to Bidders producing a valid original
receipt dearly 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 closing date.

g) In the event of the bid being cancelled the fee must be refunded. Please refer to
paragraph 20.6 In this regard.

17.1.6 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/Construction
Works/Services/Construction Works being procured, e.g. the Transnet Internet
site, trade magazines, newspapers which are distributed locally or wider, In
electronic bid bulletins, other media which specificalty targets specific markets or
small business enterprises, whichever is best suited to reach the potential
Bidders.

b) In order to facilitate accessibility to Transnet tenders, the following guidelines
should be followed regarding advertising:

• Transversal bids should be advertised in national media as well as regional
media where It is intended that the business will be split regionally;

• National bids should be advertised In ail national media as well as alt major
regional media where It Is Intended that the business will be split regionally;

• Regional bids should be advertised regionally only;

c) Copies of the notice and bid documents must be furnished to the AC secretariat
If the bid is expected to fall within the jurisdiction of'such an AC

d) Any subsequent amendments to notices Inviting Bids (e.g. extension of the
dosing date) shall be dealt with in terms of paragraph 17.1.9a) below. The AC
Secretariat must be notified timeously of such amendments. The office
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responsible for placing the adverts must keep copies of all adverts as placed by
the relevant media.

e) Guidance Note: Consideration should also be given to advertising bids at
Transnefs ED Hubs, through Transnefs ED initiatives and 1 online Tender
Bulletin for all Transnet entities.

'Advertisements for bidders to submit offers in respect of
engineering and Construction Works contracts, shall be placed on the QDB
website using the f-Tender@ridb service at least 10 working days before the
dosing date for submissions and at least 5 working days before any compulsory
site meeting. The threshold for advertising on the CIDB website Is aligned to
Transnefs threshold for issuing open tenders i.e. R2 million.

17.1.7 RFX Issue Register

The following important information pertaining to aJJ 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 details of the persons and
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.

17.1.8 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 prospective Bidders. This is because a Bidder
may only communicate with the person listed on the bid document on any matter
regarding his Bid prior to the dosing date of the bid. Ideally, this person should be
the tender administrator.

Without identifying which bidder sought the clarification, the clarification provided
must be communicated simultaneously in writing to all Bidders who obtained bid
documents. The response to such a request must be effected within a reasonable
time prior to the deadline of the bid to enable the Bidders to make timely
submissions of their Bids, considering the clarification. If necessary, the deadline
should be extended.

cidb
Bidders may seek clarification in writing at least 5 working days before the dosing time
stated in the bid and all bidders who purchased bid documents must be notified
accordingly.

17.1.9 Amendments before the closing date

ilflUflli ii Hi'
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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.

Such amendments or extensions must be advertised in the same media as the
initial advert if the amendment is made prior to the deadline for collection of bid
documents or the compulsory briefing session. If the amendment occurs after
the deadline for collection of documents or briefing session, all Bidders who
obtained bid documents must be advised in writing of such amendment or
extension a minimum of three Working Days before the scheduled
dosing/briefing date. The new closing date and time must be clearly reflected.

b) Where the dosing date of a bid is extended, the notice of extension must 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 closing date refer to paragraph 17.4.1.

c) 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 16.7 above), has been obtained.
The cancellation must be advertised in the relevant media. If the cancellation
and re-issue happen simultaneously, they may be advertised together provided
the necessary approvals have been obtained.

A bid may not be re-issued covering substantially the same scope of work within a period
of six months unless only one bid was received and such tender was returned unopened
The CIDB must be informed via the I-Tender system of any non-awards or cancellation of
tenders after approval from the respective delegation of authority has been obtained.

Addendas may be issued to each bidder during the period from the date that the bid
documents were made available until 3 days before the bid closing time.

17.1.10 Compulsory Site Inspection / Briefing Sessions

a) Discretion must be exercised in deciding whether a compulsory site inspection or
briefing session is necessary. A compulsory site inspection or briefing session
should only be held in cases where it is absolutely necessary for Bidders to view
the site in order to prepare their Bids, or where highly complex requirements
need to be explained to Bidders to enable them to complete their Bids properly.
Bidders are obliged to attend scheduled compulsory briefing sessions, as failure
to do so will result in disqualification of the Bids. The bid notices must dearly
indicate this.

b) Guidance Note: Bidders are often required to have a valid RFX in their
possession at the briefing session so that specific dauses of the document may
be referenced during discussions. In such cases the RFX document should
emphasise this. Should Bidders have purchased the bid documents but simply
do not have the documents in their possession at the briefing session, they
should not be disqualified. Attention should be drawn to the requirement of the
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RFX and that the onus Is on the Bidders to come prepared. Bidders must be
advised that Transnet will not be held responsible If any Bidder who did not
have a RFX document and was unable to follow the discussion at the
compulsory session subsequently feels disadvantaged as a result thereof.

c) If a compulsory site Inspection/briefing session is convened, minutes of the
meeting must be recorded. 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. The minutes must be
forwarded to all Bidders who attended the meeting to ensure that the same
Information Is provided to all Bidders. This would enable Bidders to take the
minutes into account In preparing their Bids.

d) Attendance at a compulsory site Inspection/briefing session must be recorded In
an attendance register and verified against the RFX Issue Register.

e) Guidance Note: It 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. 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 subsequent^ feels disadvantaged as a result
thereof.

0 Latecomers to any briefing session should be allowed to attend. However, no
information should be repeated for the benefit of latecomers. They must be
advised that the information will be made available to them In 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 thatTransnefs Interest Is
protected.

g) Guidance Note: For transversal and national tenders, briefing sessions should
be held at least at all the major centres where Transnet has offices.
Consideration should also be given to the possibility of using video conferencing
facilities In order to conduct one briefing session nadon-wide.

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 (e.g. website);
• Issue bid documents;
• enable payment for bid documents where applicable; and/or
• receive Bids.

This will only be allowed provided that the following basic requirements are
complied with:

a) Potential Bidders who cannot access electronic media must also ' be
accommodated. There must be an option for potential Bidders to obtain either
electronic or hard copies of the bid document;
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b) Where applicable, bid documents must be pa\d for, irrespective of whether the
bid documents are obtained tn hard copy or electronically;

c) Appropriate measures must be taken to protect electronic versions of the bid
document;

d) Bids must be received in a controlled environment, and may only be accessed
/downloaded from the dedicated "Electronic Tender Box* (ETB) after the dosing
date and time;

e) The ETB should be able to send an automated acknowledgment confirming date
and time of delivery;

f) There should be a backup system in case of server failure;

g) 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.

h) The ETB should be able to send a message to the sender to inform him/her that
the Bid was received late and will not be considered;

i) The ETB should be able to handle unlimited numbers of last minute Bids. It
should be impossible to overload;

j) ETBs need to be able to cater for different bids closing on different dates;

k) It will be allowed to receive scanned original documents e.g. B-BBEE certificates.
Transnet may however at its discretion decide to subsequently call for hard copy
originals or certified copies if deemed necessary;

I) Documents must be write protected; and

m) There must be no file size constraints with regard to mail attachments.

1509

Receipt j p d safeguarding of bids

17.2 PHASE 2: RECEIPT AND SAFEGUARDING OF BIDS

The RFX document must dearly indicate what must be stated on the outside of the
sealed envelope containing the Bid. Refer to paragraph 16.6.lw) in Chapter 16 on
Bid Preparation,
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If the two envelope system Is utilised, Bidders will be required to submit technical and
financial (price) proposals In two separate envelopes at the closing date and time of the
bid. If SD Is applicable to the bid, the SD proposal must be submitted together with the
technical proposal. Where a two-envelope system Is required In terms of the RFX, Bidders
will be required to place and seal the returnable documents listed In the Bid In an
envelope marked "financial proposal" and place the remaining returnable documents In an
envelope marked "technical (and SD) proposal*. The financial proposal Is only opened and
considered should the technical (and SD) proposal be found to be acceptable.
The Bid document must Indicate If the two envelope system Is applicable and state that
failure to comply will lead to disqualification of the Bid [I.e. if the Bidder fails to submit the
technical (and SD) proposal and a financial offer In two separate sealed envelopes, the bid
will be disqualified].

17.2.1 Bids are to be kept in a controlled environment

a) All bids falling within the Jurisdiction of the AC must dearly indicate the physical
(and courier address, If not the same), and/or ETB address (if electronic Bids
will be allowed) of the AC where the Bids will be received.

b) Where the Bid price Is reasonably expected to fall within the Jurisdiction of a
Manager, (I.e. below the Jurisdiction of the AC), the bid document must dearly
Indicate to whom the Bids are to be addressed, the closing venue, date and
time.

c) If upon receipt it Is found that such Bids do fall within the AC'S Jurisdiction, the
matter must be submitted to the AC in order to determine the way forward. The
AC must be provided with an explanation as to why the bid did not dose at the
AC in the first place. As a general rule, such bids should not be cancelled and re-
issued. Furthermore, condonation is not required. However, when the matter
serves at the AC, the AC will consider whether the price was reasonably
antldpated to fall below the AC Jurisdiction. If It Is apparent that this was not
the case, the AC may recommend that the matter be non-awarded and re-
issued. This rule must be applied taking Into account the rules relating to
cancellation of bids as Indicated In paragraphs 20.6.7 and 20.6.9.

d) Bids that were antidpated to fall within the AC threshold, and which therefore
dosed at the AC, but were subsequently found to fall below the AC threshold,
must be dealt with by the relevant Manager. The matter must be reported to the
AC for Information.

e) Where some Bids fall below the AC Jurisdiction and some are within the AC
Jurisdiction, the lowest priced responsive bid will determine where the matter
must be dealt with.

0 The tender box must be fitted with two locks, and the keys kept separately by
two nominated offidals. No single person must be allowed to open a tender box
on his/her own. Both offidals must be present when the box Is opened at the
stipulated dosing date and time.

17.2.2 Unsealed Bids/Bids without 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;
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June iQ 15

0058-0374-0001-0446

TRANSNET-REF-BUNDLE-03398



1511

FOR INTERNAL USE ONLY PROCUREMEftfT PROCEDURES MANUAL

• number and description of Bid; and

• correct closing date, time and venue.

It will then be placed In the correct tender box for opening at the appropriate
dosing time.

b) When finally opened, the bid list compiled by the officer responsible for the bid
opening should 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 Bids lodged at the Incorrect venue

a) Bids lodged at the incorrect venue that reach the correct venue late will be
regarded as late and the bid documents should contain a disdalmer to this
effect

17.2.4 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 daims 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 dosing 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 as per the quotation system explained In Table 5 l of
paragraph 14.3.4. 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 dosing 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 dosing date and time.

17.2.5 Late Bids

a) Transnet will not accept any late Bids. A Bid is late if it is not placed In the
relevant Tender Box, ETB or delivered by hand by the bidder or his courier to
the relevant responsible person indicated In the bid document by the dosing
time for such bid. A late Bid shall not 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 ail late Bidders. The Bidders must be
notified that they may collect their late Bids if they wish to do so.

b) 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.
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c) The Chairperson of the AC does have the discretion to decide whether a late Bid
may be considered where exceptional circumstances arise. The decision to
consider a fate Bid must 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 in cases where:-

• 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;

• 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 could have been
manipulated to favour the one and only late Bidder.

• It was an RFI process and 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 planning
on his or her part.

d) Bidders who submit late Bids must be informed of their right to petition the
Chairperson 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.

e) Late Bids that are not considered (and which have not been collected by the
Bidder) must be retained for a period of at least 6 months before being
destroyed. Record of destruction must be recorded on the relevant file.

PHASE 3

Opening of bids

17.3 PHASE 3: OPENING OF BIDS

17.3.1 Time and manner of opening of bids

a) Bids must be opened promptly after the deadline for the receipt of Bids, or as
soon as possible thereafter.

b) Bids must be opened by a duly authorised senior employee in the presence of at
least one other employee. The persons must declare their interest In the event
of a conflict of interest they must recuse themselves from the opening of the
Bids. In addition, the persons opening the Bid documents must not be involved
In the evaluation or adjudication of that bid as they are perceived to have an
indirect Interest In the bid.

c) There must 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.
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17.3.2 Stamping of Bids

a) An employee must date stamp/punch the Bid and ali attacnments- 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) 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. The
opening official must stamp the pages of the duplicate copies containing all the
crucial information after he/she has verified that all the crucial information in the
different documents are identical. The RFX documents must contain a disclaimer
to the effect that Transnet will regard the original Bid as the legal binding Bid
and that Transnet will not be held liable for discrepancies between the original
Bid and duplicate copies of the Bid.

e) The employee in charge of the bid opening v/ill 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.

PriASF 4

Amendments and communication after closing date

17.4 PHASE 4: AMENDMENTS AND COMMUNICATION AFTER CLOSING DATE

17.4.1 Amendments after the closing date

Transnet is entitled to amend any bid condition, validity period, specification or plan
(excluding evaluation criteria) after the dosing 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 dosing 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.
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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 15.7 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 but only after the necessary approvals have been'obtained.
Also refer to paragraph 17.1.9c) In this regard.

17.4.2 Extension of validity periods

a) Validity periods must be extended BEFORE expiry since a bid process
automatically terminates at the end of the validity period unless there Is a
timeous extension. Bids In respect of which the validity periods have already
expired cannot be revived by agreement between Transnet and the Bidders. In
such instances the process must be started afresh after having obtained the
necessary AC approval for the non-award of the expired RFP.

b) If an unavoidable delay occurs with adjudication, aU 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.

c) 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 Chairperson or the CPO (or their duly authorised delegate) to
request an extension of the validity period. This request should explain the
reasons for the delay, and indude the revised timeline for the completion of the
bidding process. Should there be a need for a further extension, this must be
approved by the appropriate AC as a whole. The AC must be provided with all
the information relating to the previous extension Including the reasons
therefore as well as the reasons for the second extension. For matters that fall
below the AC threshold, a manager with the delegation of authority will consider
and approve any request for extension of the validity period. Authority to
communicate the extension of a validity period must be obtained from the AC
Chairperson or the Manager with the delegation of authority for matters below
the AC threshold. Requests for the extension of validity period must be
submitted at least 10 Working days before the expiry of the validity period.

d) It Is important to note that for the purposes of adjudication, bids are required to
remain valid only until the matter is considered by the AC provided that the AC
approves the process. Should the AC not approve the matter, the validity period
must be timeously extended.

e) Where the AC has approved the process that the Bid be awarded to the
Successful Bidder, the Bids of the Successful Bidder as well as the second and
third ranked Bidder (where the first/second ranked Bidder is unable or unwilling
to conclude a contract as per paragraph 21.7) will be regarded as being valid
until the final contract Is concluded. The RFX document must include a term to
the effect that It will be automatically presumed that Bids of Preferred Bidders as
well as second and third ranked bidders will remain valid unb'l the conclusion of
a contract with the Successful Bidder.

Chapter 11: £id Admtrwst'atJijn Page 154 of 2+1
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0

f ) Where the AC has merely authorised Post Tender Negotiation, the Bids must
remain valid during the negotiation process until the AC has finally approved the
process. For this purpose. Bidders must be requested to extend the validity
period of their bid when submitting their best and final offers.

Guidance Note: It Is recommended that the AC Secretariat function of each
Transnet Entity maintain and monitor a register of bid validity dates to pro-
actively manage the expiration of validity periods.

17.4.3 Communication after the closing date

a) After the dosing 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) and d) below. Every case of unauthorised communication must
Immediately be reported to the Chairperson of the AC The Bidder that Is
associated with an unauthorised 'communication may be disqualified from the
process.

c) I t Is accepted that in certain cases Bidders may have existing contracts with
Transnet, where communication regarding the existing contract is unavoidable.
However, any communication during the evaluation period of another bid,
should be avoided or limited where possible. 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 takes place 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 for matters below the AC's threshold, may subject to the provisions of
paragraphs 17.4.3e), g), h) and h) below, authorise an employee In writing to
communicate with a Bidder after the dosing date for the purpose of:

(i) Explaining and verifying dedarations made In Bid response;

(ii) Confirming that a quoted price Is correct, or requesting a breakdown of
the pridng 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/decrease
when It Is compared with a previous price and the Interim movement of a
relevant price index;

(vi) Requesting an explanation for an unrealistically high SD commitment
when compared with the contract value and/or the possible SD
opportunities;

(vil) Clarifying delivery times, quantities, etc;

Chapter 17- Efid Administration PJKJS 165 of 24-1
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(viii) Amending any bid condition, specification, etc after the dosing date;

(tx) Clarifying any other commerdal aspect;

(x) Carrying out site Inspections of the bidder's premises;

(xi) 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; and

(xli) Requesting essential returnable documents omitted from the original Bid.

e) Such authority to communicate will only be granted on a case by case basis.
When requesting authority to communicate, a draft copy of the proposed
communication must be forwarded to the AC Secretariat for approval. If
necessary, the AC Secretariat may request the OD/SU Governance function to
vet the communication before It Is sent out to the Bidders.

0 During communication after the dosing 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 abovementioned communication issues covered In paragraph
17.4.3 (d) do not Indude post-tender negotiation which Is covered In Chapter 19
below.

g) Where the bid Is managed by a Spedaiist Unit with a spedfic strategic focus on
behalf of the user OD, the Spedaiist Unit shall coordinate all communication of a
technical, financial or commerdat nature between Transnet and the Bidder.

h) 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 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 (Bidder's response) must be kept on the appropriate files.

Q>
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CHAPTER IS : EVALUATION AND RECOMMENDATION

'deb
This Chapter applies to both general procurement and construction procurement. Please
refer to paragraph 18.6 for the rules relating to construction procurement.

C

SUMMARY OF BID EVALUATION

It 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 (BidAdministration).

The following are the key steps to be followed during the evaluation of Bids.

Test for administrative responsiveness
Procurement conducts test for administrative responsiveness
Highlights non-responsive bids for consideration and ratification by evaluation
committee

Preparation for evaluation
Constitute a cross functional evaluation committee (CFET)
Sign Declaration of interest / Confidentiality agreements
Set ground rules for evaluation committee

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 upfrunt 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

*!tpn A Capture th>- 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

- f t .

Final evaluation
Eliminate bidders whe did not make all the relevant thresholds
Populate the relevant automated scorecard based on the evaluation methodology
Determine final ranking of bidders

Recommendation
Prepare TEAR report containing recommendation to the AC or person with delegated
authority
Record proper minutes of all the proceedings

• • > ' " *

Figure [28J - 6 Steps for Bid Evaluation
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Test for administrative responsiveness
Procurement conducts test for administrative responsiveness
Highlights non-responsive bids for consideration and ratification fay evaluation
committee

18.1 TEST FOR ADMINISTRATIVE RESPONSIVENESS

18.1.1 Test for responsiveness based on returnable documents submitted and signatures
on the Bid documents:

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. The test for administrative
responsiveness must be conducted in accordance with the returnable
documents listed in the RFX.

b) Mandatory returnable documents would indude those critical documents that
will be utilised to evaluate bidders e.g. the Bidders' pricing schedule and
technical submission. Although the B-BBEE certificate is used to evaluate bids,
it is not be requested as a mandatory returnable document as in terms of the
PPPFA disqualification is not allowed for failure to submit a B-BBEE certificate.
Bidders will simply score zero for preference should they fail to submit their B-
BBEE certificates by the dosing date and time of the bid. If any mandatory
returnable documents are not provided upfront, the bid must be regarded as
non-responsive e.g. the pricing schedule, etc.

c) Essential returnable documents- These are other required documents which
may not result in automatic elimination if not provided upfront e.g. audited
financial statements and the B-BBEE Improvement Plan, Transnet has a
discretion to choose one of trie following options in relation to essential
returnable documents not submitted:

- A reasonable grace period (for example, 5 Working days) may
be afforded to the Bidders to supply the outstanding required
documents. A reasonable timeframe must also be determined
taking Into account whether the bid involves foreign Bidders.
Should they fail to comply by the extended deadline, they may
be disqualified from the process provided that they are
informed of the consequences of non-compliance when they
are afforded the grace period;

- Transnet may take a dedsion to disqualify Bidders from the
bidding process without affording them a grace period to
submit the outstanding documents; or

- Transnet may elect not to request the documents by an
extended grace period but choose to further consider Bidders
In the next evaluation step despite their failure to submit the
requested essential documents.

Whichever of the above options are elected, it is critical to the integrity of the
bid process that consistency and uniformity prevail. All bidders must be treated
fairly and in the same manner In relation to essential returnable documents.
For the sake of darity, one cannot use one of the above options on certain
Bidders and a different option on other Bidders in the same Bid process.
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As indicated above., although the B-BBEE certificate is requested as an
essential returnable document, Bidders will not be afforded a grace period but
will score zero for failure to submit by the dosing date and time of the bid.

d) I f 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). I f 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 [29] below):

Returnable Document Comparative Schedule (add fletdPw iff returnable
R F X N u r t i b e r . . . . . .
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Figure [29] - Schedule to record Bid compliance

Bid
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Yes/No

Yes / No
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J

18.1.3 Guidance Note: It is strongly recommended that the test for administrab've
responsiveness be compfeted within 2 to 3 days at the most.

Step 2

Preparation for evaluation
Constitute an cross Functional evaluation committee (CFET)
Sign Declaration of interest / Confidentiality agreements
Set ground rules for evaluation committee

18.2 PREPARATION FOR EVALUATION

18.2.1 Evaluation Committees

a) High Complexity Evaluations

There should be a standing, crass functional evaluation committee for complex
transactions which should be constituted as indicated below:

Where possible, ODs/SUs should establish a standing, cross functional evaluation
committee comprised of standing members with alternates for the evaluation of
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SD, Price and Preference. A separate standing committee should also be
established to assess functionality, wherever possible. The members and
alternates must be formally appointed by the CE of the Transnet Entity or his/her
delegate. The committee should meet regularly in order to perform Bid
evaluations, Where not feasible, evaluation committees may be established per
Bid. 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. Price, SD and preference.

b) 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 feast two members on the committee - one from the
procurement department and the other from the user department.

(For bids falling within the threshoid for High Value Tenders also refer to the High
Value Tender Process available on iSCM Transnet Intranet).

In terms of paragraph 4.3.5 of the CIDB SFU Where quality is evaluated, at least
three persons who are fully conversant with the technical aspects of the
procurement shall undertake such evaluation.
Paragraph F.3.11.1 of the Standard Conditions of Tender (Annex F) indicates that
an evaluation panel of not less than three persons must be appointed.

e

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. The Chairperson of the
evaluation committee snail decide on whether a person should recuse
him/herself based on a declaration of an indirect interest. Also refer to the
Code of Ethics (paragraph 5.6 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 evaluation or adjudication
process. A confidentiality agreement must therefore be signed by all members
at the start of every meeting of the evaluation committee.

18.2.3 Setting the ground rules for evaluation

At the onset of the initial meeting, the Chairperson of the evaluation committee
must Indicate to the members that the following scoring methodology is to be used;

a) Confirm the evaluation methodology that 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 indude a due diligence exercise, site visits, presentations
and/or interviews. This should be Indicated in the RFP. Presentations and site
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visits should not be used as an opportunity to Introduce new evaluation
criteria.;

c) Validate scorecard. Including the prompts for judgment;

d) Members of the evaluation committee must not deviate from the scoresheet,
evaluation criteria or prompts for judgment stipulated in the RfX document;

e) Members of the evaluation committee must score each Bid individually. I.e.
each member must score every Bid without consulting any other members;

0 Scoring must be done fairly, objectively, without prejudice or bias;

g) Members are required to study bid proposals properly and make their notes on
the scoresheet before giving a final score;

/~\ and sub criterion are populated onto a comparative score sheet. These scores
h) Thereafter, the raw scores given by each evaluator in respect of every criterion

and sub criterion are populated onto a comparative
allocated are provisional and subject to moderation;

i) The Chairperson of the evaluation committee identifies any numerical outliers
(if any) and follows a process of moderation;

j ) After moderation, the scores given by each of the evaluators In respect of each
Bidder are averaged and allocated per Bidder; and

k) 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.

I) Guidance Note: Trie evaluation committee should agree to a project plan for
the finalisation of the evaluation process. The committee must ensure that the
project plan dates are aligned to the validity period of the bid taking Into
account the adjudication process. I t is therefore strongly recommended that
the evaluation process not exceed 60 days.

^-A 18.2.4 Rules of Conduct

a) Consistency throughout the whole bid evaluation process Is essential. Ail
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) Members must arrive on time and complete the entire evaluation process.

d) I t 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.

e) Minutes must be kept of all decisions and important deliberations taken at
each meeting of the evaluation team.

f) Document security must be maintained at all times.

Chapter IS: Evaluation and Recommendation Paoe 172 of 744
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18.2.5 Parallel evaluations

Evaluation of the various stages should Ideally take place In a sequential manner.
However, It may be necessary to consider parallel evaluations In order to expedite
the process. I f parallel evaluations are deemed appropriate, the following must be
taken Into account;

a) Parallel evaluations may only be conducted If it was communicated to the
Bidders In the RFX document

b) I f absolutely necessary, administrative responsiveness and substantive
responsiveness can be tested In parallel. In such a situation the outcome of
the substantive responsiveness test must be provisional pending the outcome
of the administrative responsiveness test

c) The evaluation of the LC, SO and Technical thresholds may also be done in
parallel. The outcome of each stage of the evaluation must be conditional on
the outcome of the previous stage.

d) Price may be reduced to a common basis In parallel with the evaluation of
Preference. The final Price and Preference evaluation based on 80/20 or 90/10
can also be conducted in parallel and consolidated on the automated
scorecard.

e) The Governance function of the relevant Transnet Entity must ensure that
adequate checks are done thereafter to ensure that, where applicable, bidders
are disqualified at the correct stage of the evaluation process. For example, if
the SD and Technical evaluations were being conducted In parallel and a
particular bidder did not meet the SD threshold but did meet the Technical
threshold, the bidder must be disqualified at the SD stage. The final Technical
evaluation scorecard must be amended to Indicate that the bidder's technical
score must be disregarded as it failed to meet the SD threshold.

f) It is Important that the confidentiality of the outcome of each evaluation
process be maintained.

g) Where parallel evaluation processes are envisaged, the RFX must contain a
disclaimer to the effect that Transnet reserves the right to conduct the
evaluation process In parallel. The evaluation of Bidders at any given stage
must therefore not be Interpreted to mean that Bidders have necessarily
passed any previous stage(s).

18.2.6 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.).

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.

Chapter IS. Evaluation and Recommendation Pace 1.73 of 744
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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 by procurement and conducts test for substantive responsiveness

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 deviabons 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 AC Secretariat, are being
considered);

18.3.2 Check that all the pages of the respective Bids had been date-stamped by the AC
Secretariat;

18.3.3 Check that each Bid reflects a consecutive stamped number, consistent with the
f Secretariat's correspondence. (This normally forms part of the AC Secretariat's bid

date stamp).

( 18.3.4 Check that ail 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 AC
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;

18.3.6 Any deviation from the above must be brought to the attention of the AC
. . Secretariat. A memo explaining such deviation must be compiled by the AC

Secretariat 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 the AC agenda pack. The evaluation committee shall express an
opinion on such deviation in their final report to the AC; and

18.3.7 Confirm the results of the initial test for administrative responsiveness conducted
by Procurement

0058-0374-0001-0460
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18.3.8 Reject Bids that do not pass the test for substantive responsiveness.

A Bid is considered substaimveiy 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-qua I ideation criteria;

(iii) materially departs from the scope, or specification of the Goods/Construction
Works/Services requested; and

(iv) would affect the competitive position of other Bidders presenting responsive
Bids, if it were to be rectified.

Non-responsive Bids must be rejected and Bidders shall not be allowed to modify
their Bids once they have been rejected as non-responsive. Exclusion of a Bid as
non-responsive must be defensible based upon objective and justifiable grounds.

18.3.9 Prequalification criteria: While it is recommended that the entire relevant sub-
committee of the evaluation committee (e.g. SD, Technical or Finance) conduct
the test as to whether Bidders meet a particular pre-qua I ideation criterion, this is
not an absolute requirement. A sub-committee may decide to nominate 2 or more
members to conduct the evaluation of the pre-qualification criterion and the
entire sub-committee is then only required to confirm their evaluation.

18.3.10 Guidance Note: It is strongly recommended that the test for substantive
responsiveness be completed within 2 to 3 days.

Evaluation of the bid against pre-determined criteria
• Study bid responses against the criteria listed upfront in the RFP
Clarify bid uncertainties (bid clarification) in terms of 17.4.3
Make notes against each criteria to inform the eventual scores
Use the appropriate evaluation method determined at bid preparation phase
Reduce bid offers to a comparative basis

g. . 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 (i.e. the criteria, weightings arid prompts for judgment) outlined in
the bid documents (see Chapter 13 - Determining Evaluation Criteria). If certain
Bidders have not met the thresholds for Stage 1, no further scoring in respect of
those Bidders takes place in Stage 2.

The evaluation of Bids shall be based on the information contained in Bid
submissions, and where relevant from interviews, presentations and site visits.

0058-0374-0001-0461
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c

Presentations and site visits should not be used as an opportunity to introduce
nev; evaluation encena. 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.

a) Local Content Threshold

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/Production (LC) will
always be evaluated as a first step, to determine whether such Bid complies with
the stipulated minimum threshold for that particular designated sector. Bidders
that do not meet the stipulated minimum threshold for LC do not progress any
further and are rejected at this stage. The threshold as determined by the DTI is
not negotiable and bidders who do not meet trie minimum set thresholds will be
disqualified and will not be evaluated any further. Please refer to paragraph 11.7
of the PPM in relation to the requirements for evaluating LC.

b) Supplier Development & Functionality Thresholds

(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 qualitative indicators relating
to all SD/technical criteria and sny sub-criteria that are linked to a specific
score should be used in assessing the Bids.

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 [30] below Is an example of the sheet used for such
observations).

O
tail
IFP Number
Mama of evaluation committee member

Working scoresheet

(Insert RfP number)

(Insert name of m iua t , c i committee member

CRITCRJAfSupplierDewlopnient

Value of investmentin plant

Reduction in import leakage

Potential increase in export content

Number company employees to be trailed
Number of downstream supply chain ind:viduals to be trained

Certified training
Rand value on traininf to be spent in the industry

X of planned procurement from OSEs

cowsms
HIPWRH0.3

Scon

t*su? te&c tc txfan

Ki»nninri3 w f w

BlDWRfKU

Store COWttNJS

Hit- tunvtrh a tfe

Figure [30] - 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

id cv rn anct Racom Paae l/bof
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score the responses to Value of investment in plant* for all Bidders before
moving on to the next criterion.

All scores must preferably be out of 10 (I.e. the 1 to 10 scale, although a 1 to
5 scale can also be used If specific objective measuring criteria has been set).

Finally, each member's Individual scores In respect of each bidder must be
carried over from Sheet 1 and Inserted on score sheet 2 - see below.

O
o

Sheet 2 Final member scoresheet

RFP Number (Insert RFP Number)

Name of evaluation committee member (Insert name of evaluation committee member

CfUTERIA (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 Q5Es

Total

BI0DERNO.1

Score

5

4

S
5

4

e

4
i

37

BIDDER NO 2

Score

7

6

E
8

5

E

7

6
SI

BIDDER NO. 3

Score

S

5

4
5

4

3

i

i

35

BIDDER NO. 4

Scon

7

6

E
8

7

8

7

6
55

'.'*.'• "'*~ • . . ' . - .< Figure [31]-Score-sheet 2V. '.•'*!) y <-'•* i ..-.,

o
o

(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 [J2J) 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 beJow)
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, (n 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 person appointed as moderator should be Independent and not be
Involved In the actual evaluation of the bid. Ideally, the person appointed as
the moderator of the technical evaluation should have sufficient knowledge of
the Item being procured.

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

Ch<?ptrfT IS- Evaluation and Reccmmenrlauon Page 177 of 24A
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moderation must be countersigned by both the scorer and the Chairperson.
This should also be cross-referenced with the relevant minute/resolution.

O
o

'o

(iv) Weighting scores

The following provides an explanation on how weighted scores are arrived at.

S t e p l

TTie 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.

S I H U Combinedicoresheel

RfJ1 Number (traert RFP Nunfa r|

OUTBM (Supplier Development)

Vibe of nwtftwnt in plait

fehttiwi in import ! ( & £ •

Pcnentia? mceax in etpoit extent
Number company employees to be trained

Number of downstream supply rfjin infividuaii lo tw to iwd

CdifitdMininf,

Raid value on traninj to be split in the industry

X of f'lmi pTDCLnnent from QSb

Total

EvaluitiM Member Sconi

Nomhll

4

J

4
4

c

1

J

Thulanl

S
4

S
i

i

i

i

17

3
4

1
4

i

,

3C

Km

1
8

9
8

i

t

•

Averse

S
in

S2S
Sh

SE

SE

4

em

Bidder No. 1

tntotioflMtabtrScan]

Nomhli

I

S

s
1

(

'

Tkilvt

7
6

6
t

c

6

S

Bin

7
5

S
s
7

6

6
i

47

Km

1
1

i

.

If

Avtnp

58
4Z5

4 ft
55

SB

475

l i

39J5

/ . . . ' . - ' . " " ' • '•.'."•." _'i Figure[32]rScore-sheet3 . \.." ?. •",•"/ . -, l.'""."••. .

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 [33] 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:

hapis" 12: Evaluation anc Re Pa/1* l7Srtf ?44

0058-0374-0001-0464

TRANSNET-REF-BUNDLE-03416



1529

PROCUREMENT-PROGG0URES

CKTBU (Supplier DtrelofKneot)

^fAxlHKi.rtjrrport I t i b p

frtsnfe i iXfiseinnpttarfe' i l

Vunber cDnFi^-wp'Brws tohe trened

\ infer j * d 3WSK *n sjpp»t outr r<d wJuifc to be tninea

Se5diejK.3fi.tgn!nj ta be spiii in me ind.stry

S c1 pijwed pTcjferiK i l f w i OSes

Total

K
K

a
10

m
L

K

B i t e / Number

No 1

5cm [ Wtlfted

S

175

szs
525

45
i

u
4.73

Si5
105
S-H
1SS

7i
4tL2S| 5038

No. 2

San

7i
E

e
8
5

5

5

Waited
15

e
c
15

i

i

Mi' ttS

• No. 3

Son
4

5
45

s
5

4S
Uj 11

1
5

45

IS
!

675
3sj[ d r

m.t
Scxe

7
5
6

I

;

s

14
£

6
IS

7 I *

» ti

Figure [33] - Score-sheet 4
Tlie total weighted score above represents the scoring of each Bidder in
respect of the SD threshold.

Final scores achieved at the threshold stages must be rounded off to the
nearest whole number. After all evaluators have scored on the relevant
threshold and the scores have been averaged based on the number of
evaluators, rounding to the nearest whole number must be effected

Final evaluation
Eliminate bidders who did not make both the thresholds
Populate the relevant automated scorecard. based on the evaluation methodology

18.5 FINAL EVALUATION

The final evaluation wilt involve the following depending on what was stated in the RFX
document.

18.5.1 Stage 1 (Refer paragraph 13.2.2 above)

All Bids which have failed to achieve the minimum qualifying threshold for LC
(where applicable), SD or Quality must be rejected. All Bids which attain or
exceed the minimum qualifying threshold for quality are regarded as 'equally
technically compliant' irrespective of the margin by which they exceed the
threshold.

All Bids that have achieved or exceeded the minimum qualification thresholds for
firstly, LC (if applicable), SD and Quality/Functionality proceed to Phase 2. They
must now be evaluated further in terms Preference and Price.

18.5.2 Stage 2 (Refer paragraph 13.2.3 above)

Only the Bidders who had met the predetermined thresholds for firstly LC (if
applicable) and both SD and Quality progress to this stage-

0058-0374-0001-0465
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fa"

(v) Score for Prirp

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. In addition,
Transnet has an obligation to clarify unreasonably low or high prices with
bidders. If s bidder is unable to justify their price, Transnet may declare their
bid non-responsive.

Next, select and utilise the automated scorecard based on the applicable
preference point system i.e. 80/20 or 90/10 depending on the value of the
transaction.

In accordance with the PPPFA Regulations, the following formulae have been
buift into the automated score sheet to calculate the score for price:

80 / 20 Point System
(for transactions between R30 000

and R.1 million)

/ Pt-Pmin\
Ps~80 1 -— )

V Pmin /

90 / 10 Point System
(for transactions In excess of Rl

million)

/ P t -Pmin \
PS = 90 1 ;

V Pmin /

Where; Ps = Points scored for comparative price of tender or offer under
consideration
Pt - Comparative price of bid under consideration
Pmin = Comparative price of lowest acceptable bid

o

Regulation 11(4) of the Preferential Procurement Regulations stipulates that
points scored must be rounded off to the nearest 2 decimal places. This
regulation applies to the final weighted evaluation of price and preference.

It is Important to note that bidders whose prices are more than double the
lowest price will obtain a negative score for price.

A bidder's score for price must be added to its score for Preference / B-BBEE
scorecard as calculated in terms of paragraph 0 above.

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 dear 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.

is- Evaluation a.--,u Pace ISO of 744
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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. 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.

• 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/herself.

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. This is not applicable to construction procurement
which Is dealt with in terms of Step 4.1 of paragraph 18.6 of the PPM.

The comparative schedule should reflect the comparison of prices under the
following headings (delete where not applicable):

Tendered prices
Arithmetical corrections
Comparative prices
Projected prices
TCO adjustments
Total comparative price

(vi) Score for Preference

Preference is scored according to the B-BBEE scorecard In the final evaluation
stage.

er IS: Evaluation and Recommend tinn
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EXAMPLE 1 (Automated score sheet)

PURCHASE OF GOODS/SB*VICES (Lowed Pries) ( 90/10 system )

NB: Pioasa onsun But only all unttexfed fields era populated. All tfto chadod fioldswfit bo populated et/teimOeilly

If Supptitr Development (SDjorTachnlcal / functionality is Included a* a minimum quilffylng mart, tftosa bids tha! fall to
me»l ttw « t thrsiholdJamust bt dln^jaltfisd. Only thoso bid* which mael tho rsipectivB tiuisholds will be Bvaluafcd tunfrar

or pries irid ptafctwnc*.

40% 60%

Ifeniaf Bdd*i
H O B *
• U K O 1
BDOStC
BDO0tD

aceetE
taetf

aoex
•TORI

Bddf r1! tear*

en
51%

15%

QUAUF1SI
QUAliHEO
QUAUHED

(rasauAtiRED

WSOUAUREC

Nara>olBdd*r

acoeiA
BOCStD
KOBtC
BDCSIO
BOO0E
BCOERF
BCOBIC

BOSH
Rcceti

Sddcr1* lean J
MNSlUAUFiQ)

M l .

100*.

43%

^AtJFlH)
qUAURa
ouAunm
EHKJJAXUTa)

/ Pc - Prem\

V Pmtn /
Fomtfa for Price

P»«Tb<i lcofBfoc Uio bid unflof
Pi a Comparative Prtca for bid under
Pm * TTiu comfunttJva prict of (h« low pa pries d bid passing tha functionality test (f.o technically acceptable)
NOTE Hagntivo values will nnull In ttw fonnuU abovo whora P>2»Pn>.

BASIS FOR COMPARATIVE 0 * T £ H

(Lioil Has,

Poii I oui o* tout potfil owl
of ISO PflQ »

Huriudprlc*
and EMPfT

X
Pitmnm
piyabii

Prtmhm
ptyittt In

Rudl

_

TENDERER A
TEftfiERER B
TENDERERC
TENDERER 6
TENDERERE
TENDERER F 1

R 3 700 000
R4000 000
R4 090DOO
R~5 500_000
Re-JOOOOf
R7100 000

R3700000
R 3 700 000
R3700O0O
R 3 700000
R3700 0O0
R3700OOO

90.00
8Z70
80^1
4622
24 3?
7.30

Laveia
Levei3
Le-/eJ 1
LevoM
Level 4
Leve(1

0

6

10

10

s
10

90.00

90.70
90.51

,aji -

3

1

2
4
S

8

0
S
11
49
73
92

R0
R3O0 000
R 390000

R1800 000
R 2 700 000
R34OOQ0O

Figure [34] - Example of the automated scorecard

From Figure [34] above, Bidder B becomes the Preferred Bidder as he has attained the highest
score out of 100. Tiie recommendation to the AC will therefore be in favour of B.

18.6 TENDER EVALUATION FOR CONSTRUCTION PROCUREMENT

General

The following are steps for the evaluation of Bid offers.
accordance with the parameters stated in the RFX.

Bid offers must be evaluated In
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Communications with bidders should as a general rule only take place for the purpose of
clarification and not for negotiation, except where the negotiations form an integral part of
the procurement procedure.

Step 1 Determine whether or not bid offers are complete
1) Compare bid submission against the List of Returnable Documents contained in the bid

document and Identify schedules and component documents that have not been
returned or are incomplete.

2) Request bidders to furnish Incomplete bid documents (only where the competitive
position Is not affected), within a reasonable period of time.

3) Record what is Incomplete In each bid submission.

Step 2 Determine whether or not bid offers are responsive
1) Determine, on opening and before detailed evaluation, whether each bid offer properly

received:
• meets the requirements of the Conditions of Tender,
• has been properly and fully completed and signed, and
• is responsive to the other requirements of the bid documents.

2) A responsive bid is one that conforms to all the terms, conditions, and specifications of
the bid documents without material deviation or qualification. A material deviation or
qualification Is one which would detrimentally affect the scope, quality, or performance
of the works, services or supply identified In the Scope of Work, change the Employer's
or the bidder's risks and responsibilities under the contract, or affect the competitive

. position of other bidders presenting responsive bidders, if It were to be rectified.
Reject a non-responsive bid offer, and not allow It to be subsequently made responsive
by correction or withdrawal of the non-conforming deviation or reservation.
Confirm compliance with all the requirements of the Standard Conditions of Tender,
viz:
• Confirm If eligibility criteria are complied with.
• Clarification meeting - confirm that bidder attended any compulsory site /

clarification meetings.
• Pricing the tender offer - confirm that bidder has observed pricing instructions.
• Alterations to documents - confirm that alteration, If any, comply with

Instructions.
• Alternative bid offers - confirm, where alternative bids have been submitted, that

conditions attached to alternative bid offers have been met.
• Submitting a bid offer -confirm that the bid offer covers the scope of work

contained In the procurement document

3) Dedare bid offers non-responsive should the bid:
fail to comply with the bid requirements;
fall to provide additional Information that Is requested by the due date;
not be fully completed to the extent that the bid can be evaluated;
contain material deviations or qualifications; or
not be signed

4) Record reasons for declaring a tender to be non-responsive.

Step 3: Evaluate quality as a threshold

Score each of the criteria and sub criteria for quality In accordance
with the provisions of the Tender Data.
Calculate the total number of evaluation points for quality using
the following formula:

M?«= W2xS0/MS
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where: SO is the score for quality allocated to the submission
under consideration;
MS is the maximum possible score for quality in respect of a
submission; and
W2 is the maximum possible number of evaluation points
awarded for the quality as stated In the tender data

w

Q

8j

1) Score quality for each of the categories stated In the Tender Data; calculate total score
for quality and record.

2) Eliminate bids that do not score the minimum qualifying score for quality stated In the
Tender Data.

Step 4: Evaluate bid submissions

Step 4.1 Reduce bids to comparative offers
Comparative Offer means the bidder's financial offer after the factors of non-firm prices, all
unconditional discounts and any other tendered parameters that will affect the value of the
financial offer have been taken into consideration.

A discount which is dependent on Transnet adhering to the contractuai obligations, e.g. to
pay on time, must be regarded as an unconditional discount

Arithmetical errors
• Check responsive bids for discrepancies between amounts in words and amounts In

figures. Where there Is a discrepancy between the amounts in figures and the amount
In words, the amount In words shall govern.

• Check the highest ranked bid with the highest number of evaluation points after the
evaluation of bids
o the gross misplacement of the decimal point In any unit rate;
o omissions made In completing the pricing schedule or bills of quantities; or
o arithmetic errors in:

• line Item totals resulting from the product of a unit rate and a quantity In
bills of quantities or schedules of prices; or

• the summation of the prices.
• Notify the bidder of all errors or omissions that are identified In the bid offer and

Invite the bidder to either confirm the bid offer as tendered or accept the corrected
total of prices.

• Where the bidder elects to confirm the bid offer as tendered, correct the errors as
follows:
o If bills of quantities or pricing schedules apply and there Is an error in the line

item total resulting from the product of the unit rate and the quantity, the line
item total shall govern and the rate shall be corrected. Where there is an
obviously gross misplacement of the decimal point in the unit rate, the line Item
total as quoted shall govern, and the unit rate shall be corrected.

o Where there Is an error In the total of the prices either as a result of other
corrections required by this checking process or In the bidder's addition of prices,
the total of the prices shall govern and the bidder will be asked to revise selected
Item prices (and their rates If bills of quantities apply) to achieve the tendered
total of the prices.

1) Review financial offer and correct discrepancies between totals and calculations /
summations In accordance with the provisions of the fender Data.

2) Identify parameters Included In the Returnable Documents that have 3 bearing on the
financial offer e.g. life cycle costs, contract period, requirement for price escalation etc
and quantify their Impact on the financial offer.

IS: Evaluation 2nd K5 Page 184 of 244
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3) Reduce all bids to a common base I.e. to comparative offers. i

Do not include preferences at this stage.

Step 4.2 Determine the reasonableness of bid offers

Judge the' reasonableness of financial offers and reject all bids with unrealistic financial
offers. I t is Important that the offer receiving the highest number of points for price Is
realistically priced. Unrealistic financial offers (i.e., where it is not economically possible to
execute the contract at that price) distort the scoring of price. In cases where a bidder has
tendered a favourable unrealistic financial offer, the evaluator should ascertain as to
whether or not there is a valid reason for the bid price being unrealistic. This may
necessitate that the bidder be Interviewed. I f there Is no valid reason, the bid must be
eliminated from further consideration.

Step 4.3 Review Claim for Preferences

Confirm that bidders are eligible for the preferences claimed In accordance with the
provisions of the tender data and reject all dalms for preferences where bidders are not
eligible for such preferences.

« Confirm that bidders are eligible for the preferences claimed in the Preference Schedule /
the reasonableness of any tendered contract participation goal.

' whether or not the enterprise In question satisfies the definition provided for a Targeted
Enterprise.

Step 4.4 Award points for financial offer

Scoring
financial
offers

Score the financial offers of remaining responsive tender offers using
the following formula:

NFO = W l x A
Where:
NFO is the number of tender evaluation points awarded for the
financial offer.
W l is the maximum possible number of tender evaluation points
awarded for the financial offer as stated in the RFX
A Is a number calculated using the formula and option as stated in
the RFX

Formula

1

2

Comparison
aimed at
achlevlnq
Highest price or
discount
Lowest price or
percentage
commission/fee

Option 1

A=-(1+(P-Pm)
Pm

A-( i - (R- .Pm)
Pm

Option 2

A= P/Pm

A= Pm/P

where:
Pm Is the comparative offer of the most favourable tender offer.
P Is the comparative offer of tender offer under consideration

Method Formula for financial offer
2
Financial
and

offer
Highest price or discount:
W I x A = (1 + ( P - P m l

Pm

Chapter IS Evaluation Page i85of2*M
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preferences Lowest price or percentage
commission/ fee

Pm
Where
Wl Is equal to 80 or 90
Pm Is the comparative offer of the most favourable tender offer.
P Is the comparative offer of tender offer under consideration..

Score the financial offer of all responsive bids received to two decimal points using the
appropriate formulae.

1) Bids may only be evaluated In accordance with the evaluation criteria stipulated in the
RFX.

2) Ttie involvement of women and black persons fn contracts should not be evaluated In
the form of quality criteria In public contracts. This must be addressed In the
preferendng points in accordance with the PPPFA.

3) Any eligibility criteria introduced Into the Tender Data should generally be based on
the demonstration of the following, as necessary:

professional and technical qualifications;
professional and technical competence;
financial resources;
equipment and other physical facilities;
managerial capacity, reliability, experience; and
reputation.

4) Quality should only be Introduced Into the evaluation of bids where it is required to
achieve policy objectives in terms of an organization's procurement policy or It is
justifiable in terms of procurement outcomes. Quality measures must not promote
captive markets and should result In quality that Is appropriate to comply with user
requirements as opposed to the best quality available.

5) Bid evaluation criteria need to be disclosed to bidders In a fair, equitable and
transparent procurement system.

Example 1: Financial offer and preference
• Bidder A tenders an amount ofRl 000 000 to construct houses for the public sector and

is the lowest financial offer received.
• Bidder B tenders an amount ofR 1050 000,
• Bidder C an amount ofR 1100 000,
• Bidder D an amount ofR 1 070 000 and
• Bidder E an amount ofR 1030 000.

What are the evaluation points for financial offer that these tenderers receive, if the value
for Wl pro vided for fn the Tender Data is 90 and method 2 (Financial offer and preferences)
Is to be used In the evaluation of bids?

Formula 2 is selected because the tenderer with the lowest finana'al offer is the most
favourable offer.

• Bidder A gets 90 points (i.e. the maximum), as this Is this most favourable financial offer
received.

• Bidder B obtains
90x(l- (P-Pm)) =* 90 x (1-fl 050 OOP - 1 OOP OOP) « 90 x (1-0.05) = 90x0,95 = 85,50
points,

o Pm 1000 000
• Bidder C obtains 90x(l-(l 100 000 -1000 000)/1000 000)) = 81,00 points

^r IS: Evaluation ami Re Page 1S6 of 244
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• Bidder D obtains 90x(l- (1070 000 -1000 000) /1000 000)) = 83,70 points
• Bidder E obtains 90 x(l- (1030000-1000 000)/1000000)) = 87,30 points

Step 4.5: Award points for preferences
Calculate the total number of evaluation points for preferences dalmed In accordance with
the provisions of the tender data.

Step 4.6: Total points and rank tenders

Method 2:
Financial
offer and
Preferences

b) Calculate the total number of tender evaluation points {TEV) In
accordance with the following formula:

where: NFO is the number of tender evaluation points awarded for
the financial offer
NP is the number of tender evaluation points awarded for preferences
daimed

c) Rank bids from the highest number of evaluation points to the
lowest

Step 5 Acceptance of bid offer
1) Accept the bid offer. If in the opinion of the employer, it does not present any

unacceptable commercial risk and only if the bidder:
a) Is not under restrictions, or has principals who are under restrictions, preventing

participating In the employer's procurement,
b) can, as necessary and In relation to the proposed contract, demonstrate that he

or she possesses the professional and technical qualifications, professional and
technical competence, financial resources, equipment and other physical
facilities, managerial capability, reliability, experience and reputation, expertise
and the personnel, to perform the contract,

c) has the legal capacity to enter into the contract,
d) Is not insolvent; In receivership, bankrupt or being wound up, has his affairs

administered by a court or a Judicial officer, has suspended his business
activities, or is subject to legal proceedings In respect of any of the foregoing,

e) complies with the legal requirements. If any, stated in the tender data (e.g.
Bidders who submit bids for public contracts must be in good standing with
SARS in so far as their tax obligations are concerned), and

f) does not have conflicts of Interest which may Impact on Ns / her ability to
perform the contract in the best Interests of the employer.

2) An employer must, before awarding a Construction Works contract, satisfy him or
herself that the contractor concerned -
a) Is registered in terms of the CJDB Regulations;
b) Is not prohibited in terms of any legislation from submitting bids or expressions

of interest to an organ of state; and
c) has demonstrated that-

(I) he or she has the resource capacity or capability specific to the contract
concerned;

(ii) his or her capacity to perform the Construction Works concerned will not be
unduly compromised on the award of the contract concerned.

3) Most banks can be approached for a recommendation relating to the financial
capability of a contractor to finance a proposed contract. Typically they require a
contract amount and a contract period and provide the following ratings:

Chapter 13: Evaluation and Recommendation Pace 187 of
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A- undoubted / exre'lent
B- good for amount quoted
C- average/ good if strictly in the line of business
D- fair trade risk
E- figure considered too high
F- financial position unknown
G- paper occasionally dishonoured
H- paper frequently dishonoured
A" to C" rating is generally acceptable.

4) Perform a risk anafysis on the bidder having the highest ranking / number of points
to ascertain if any of the following, as relevant, present an unacceptable
commercial risk to the employer:
a) unduly high or unduly low tendered rates or amounts in the bid;
b) contract data provided by the employer; or
c) the contents of the bid returnables which are to be included in the contract.

Note: 1 The reasonableness of the data provided by bidders in the Contract Data also
needs to be considered. In particular, the following needs to be carefully scrutinized, and if
necessary adjusted through process of negotiation as they serve the basis for the
assessment of the cost component of compensation events / variation orders:

• Professional service contracts: The staff rates.
• Engineering and Construction Works contracts: The hourly rates for Actual cost of

manufacture or fabrication outside of the Working Area; the percentage for
manufacture or fabrication overheads; the hourly rates for Actual Cost of design
outside of the Working Areas; the percentage for design overheads; the percentage
for Equipment depreciation and maintenance of special and non-special items; and
the percentage for Working Overheads.

The percentage for overheads and profit added to the Contractor's Cost for people and the
percentage for overheads and profit added to other Contractor's costs.

Note: 2 Unreasonably high rates, which a bidder refuses to rectify, can also be sufficient
ground for the overlooking of a bidder.

5) Approach bidder to amend any part of the bid submission that presents an
unacceptable commercial risk, if relevant.

6) Recommend highest ranked bidder / bidder with the most evaluation points for the
award of the contract or if found to be unsatisfactory, undertake an analysis on the
next highest ranked bidder and so on until such b'me as a bidder satisfies the risk
assessment

Step 6

Recommendation
• Prepare TEAR report containing recommendation to the AC or person with delegated !

authority j

Record proper minutes of all the proceedings

18.7 RECOMMENDATION

16.7.1 Tender Evaluation and Recommendation Report (TEAR)
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TRANSNET-REF-BUNDLE-03426



1539

oo

FOR ttrTERNAL USE ONLY PROCUREMENT PROCEDURES MANUAL

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 as well as a copy of the automated storecard, 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.

Guidance Note: The TEAR report should be prepared within 2 to 3 days of the
flnalisatlon of the evaluation process and should serve at the next AC meeting.

18.7.2 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.
The evaluation panel may be called upon by the AC to clarify any
uncertainties.

b) 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-bfd on the amended
scope by a new closing date and time. This Is because a reduction in scope
may impact on pridng / discounts offered by Bidders which In turn could affect
their competitive position.

c) Should the recommendation be to split the award .of the business, the
recommendation must be aligned to the strategy and be rational. Criteria to
consider in recommending a split award (which must be addressed In the
recommendation) Indude, but are not limited to:

• a dose point differential between the top ranked Bidders;
• the geographical location of the Bidders;
• the geographical location of where the Goods/Services or Works are

required;
• security of supply; and
• Transnefs operational needs.

18.7.3 Reasons for recommendation

a) The reasons for recommending a particular Bld(s) must be dearly stated by
the recommending officers.

b) The Bid with the highest score must be selected unless there are objective
criteria other than the criteria used to evaluate the bid that justify the award to
another Bidder. This discretion must be exerdsed sparingly. Examples which
would justify the award to a bidder other than the highest ranked Bidder
indudes the following:

• where SD Is envisaged as an objective criterion as Indicated In
paragraph 12.3.1;

* ' IS: Evaluation and Recommendation Pane
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• where a risk assessment indicates that there Is a material risk Involved
In awarding the business to highest ranked Bidder as indicated In
paragraph 20.3;

• instances where the highest ranked bidder's price Is above budget but
not the lowest priced bid;

• 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 Transnefs List of Excluded Bidders.

If a Bid other than the Bid with the overall highest score Is selected, the
recommending committee shall provide a full explanation for this decision, and
state which objective criteria are relied upon to justify the recommendation of
such Bid. As a general rule, where the overall highest scoring Bid is overlooked
based on objective criteria, the second ranked bidder must be considered for
recommendation thereafter.

c) Where two or more Bids have scored the highest equal points based on Price
and Preference, the Successful Bid must be the one with the highest score on
preference.

d) If two or more bids have equal points, including equal preference points for
BBBEE, the successful bid must be the one scoring the highest score for
functionality, If functionality Is part of the evaluation process.

e) Should two or more bids be equal In all respects, the award shall be dedded
by .the drawing of lots.

0 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 using supporting documentation (e.g.
benchmarking against previous prices etc).

ar IS: Evaluation and Recammendflrinn
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CHAPTER 19: POST TENDER NEGOTIATION

This Chapter applies to both genera! procurement and construction procurement. However,
for construction procurement, communications with bidders should only take place for the
purpose of clarification and not for negotiation, except where the negotiations form an
Integral part of the procurement procedure.

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.

19.1.2 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.

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 Guidance Notes: While face to face negotiations is considered the most effective,
email or telephonic negobations are permissible provided that the fairness of the
process is maintained as indicated In paragraphs 19.4.5 and 19.4.6 below.

19.2 AUTHORITY TO ENGAGE IN PTN (transactions falling within AC jurisdiction)

19.2.1 Matters falling within the relevant AC's threshold must first be submitted for the
approval of the AC, indicating the detailed 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 beiow).

19.2.2 On these high value transactions, the negotiating team to be appointed by the
relevant AC, shall comprise of procurement, 5D, technical, financial and commercial
and legal disciplines, (where appropriate), to facilitate unity of purpose from
Transnet's 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 For transactions falling below the ACs' minimum thresholds, certain officials in
procurement may be given specific standing Delegated Powers to conduct and/or
authorise PTN without prior AC approval.

19.3.2 Standing authority to negotiate must be obtained from the Manager or CPO and
must be included in the Delegation of Authority of the relevant official. Copies of
this should be filed with the AC Secretariat. The standing Delegation of Authority
must dearly reflect the maximum transaction value for which the official may
conduct or approve PTNs, without prior AC approval. The standing authority to
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condact/approve PTTJ must not exceed the minimum thresholds of the relevant AC.
Full details of all such PTN transactions undertaken, should be reported to the AC
at regular intervals.

19.3.3 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 must be granted with
circumspection and only to employees who have demonstrated the necessary
negotiation skills.

19.3.4 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.

19.4 THE PTN PROCESS

19.4.1 Before PTNs are conducted with the Preferred Bidder or shortlisted Bidders, it must
be approved by the relevant authority as indicated In paragraphs 19.2 and 19.3.
The value of the proposed contract to be negotiated will determine the level of
approval required. The submission requesting authority to negotiate should Include
the following:

• the Preferred Bidder or list of Preferred Bidders and how the list has been
determined including the threshold set for qualification for PTN;

• the composition of the negotiating team;

• the roles and responsibilities of negotiation members;

• the objectives of the PTN Including, for example, the targeted price
reduction and/or the Increase In SD and/or B-BBEE commitment; and

19.4.2 other aspects that will be-negotiated to achieve a "win-win" situation, e.g. payment
terms, minimum order size and frequency, delivery, lead times, etcAll members of
the PTN team must sign declarations of Interest and 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 ensure a co-ordinated approach The
objectives of the negotiating team must be recorded In consultation with the
relevant disciplines concerned (e.g. financial, SD, technical and commercial).

19.4.4 The financial advantages, or other objectives sought (e.g. B-BBEE commitment,
Enterprise Development initiatives, 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. After receipt and evaluation of the
best-and-final offers, the results must be recorded against the envisaged
objectives.

19.4.5 In order to ensure that PTN Is conducted In a fair manner, shortlisted Bidders
should be negotiated with Individually. The same agenda must be used with all
shortlisted Bidders and all Bidders must be provided with the same information and
the same opportunity to Improve their Bid In ail respects. The agenda must be
made known In advance to all shortlisted Bidders so that they can prepare for the
negotiations. Detailed minutes of the negotiations must be kept

Chapter 19. Pos; render
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19.4.6 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. Furthermore, a
Preferred Bidder must not be informed that he has been awarded a contract prior
to the PTN process, as that would Jeopardise Transnefs negotiation power.

19.4.7 After PTNs has been conducted with an approved shortlist of Preferred Bidders, all
such Bidders must be requested to submit their "best-and-final offer' In the tender
box by a set dosing date. This method may also be used with a single Preferred
Bidder subsequent to the negotiation session If it Is considered that it may yield a
further price reduction or extract further value for Transnet

19.4.8 I t Is important to note that although PTN may take place in respect of a number
criteria Including price, technical, SD, delivery terms, etc, the final evaluation
criteria against which the best-and-final Bids will be scored will be strictly on price
and preference In terms of the applicable preference point system (I.e. either 80/20
or 90/10).

19.4.9 While PTN offers shortlisted Bidders the opportunity to improve on their Bid In
areas such as price, quantity, etc., care should be taken to ensure that the final
contract negotiated does not deviate significantly from the scope of work, terms
and conditions of the bid as set out In the original RFX 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 shortlisted 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 Where the relevant AC has authorised PTN with a shortlist of Preferred Bidders, the
full details of the best-and-final offers and the evaluation thereof must again be
presented to the AC when a recommendation on the final award of the business Is
made. This applies to a situation where it Is anticipated that business will be
awarded to either one or more than one shortlisted contender (I.e. a split-award).

19.5.4 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. However, the AC may choose to approve the preferred bidder
and the subsequent award of the contract upfront due to operational requirements
(urgency etc). In such a case the final negotiated terms and contract value must
be reported to the AC for information purposes only.

sr 19- Post Tender fl^jiMienon Par;- 193 of 244
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CHAPTER 20: BID ADJUDICATION
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This Chapter applies to both general procurement and construction procurement. The rules
governing cancellation of CIDB bids differs from the cancellation of general procurement
bids and is dealt with in paragraph 20.7 below.

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 dearly does so subject to the provisos
listed in paragraph 21.2.1, 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 trie 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 Transnefs 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 as indicated in paragraphs
Error! Reference source not found, and 17.4,2;

20.2.3 communication with Bidders after the dosing date was properly authorised and
conducted in a fair manner;

20.2.4 Bidders were evaluated against the evaluation criteria stated In the RFP;

20.2.5 the scoring of Bidders was reasonable, rational and in accordance with the scoring
methodology;

20.2.6 the recommended Bidder scored the highest points overall. If not, whether the
recommendation to award the contract to another Bidder is based on other
objective criteria

20.2.7 the recommended Bidder is not on the Transnet List of Excluded Bidders, the
Treasury list of Bid Defaulters or the Treasury database of Restricted Suppliers;
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20.2.8 the recommended Bidder has legal capacity to enter Into a contract;

20.2.9 the contract Is to be awarded to the same business enterprise as the one which
submitted the Bid;

20.2.10 the recommended Bidder's tax matters have been declared to be In order by 5ARS,
VAT certificate (where applicable) and whether the recommended Bidder complies
fully with all legal requirements stated In the RFP. Note that In terms of the
Preferential Procurement Regulations 2011 no business may be awarded to a
person whose tax matters have not been declared to be In order by SARS;

20.2.11 the recommended Bidder is not insolvent, In receivership, bankrupt or being wound
up, has his affairs administered by a court or judicial officer, has suspended his
business activities or Is subject to legal proceedings In respect of the aforegoing;

20.2.12 the award of business to the recommended Bidder would not be harmful to
Transnefs 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.

Refer to Appendix E for the AC Terms of Reference Including the comprehensive AC Checklist
to be utilised during the adjudication of bids.

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. Should a material risk be detected, the Bidder must be
afforded an opportunity to Indicate how the risk will be mitigated before making a final
decision in this regard. I f on reasonable grounds it Is determined that the Bidder cannot
adequately mitigate the risk and 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 restrictlvely 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 Transnet's standard bid conditions allow for the selection of multiple suppliers or
the award of the whole, or any part of a Bid to any particular Bidder. Transnet may also
choose not to make an award if there are 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.
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20.5 DISAGREEMENT REGARDING AWARD OF BUSINESS

20-5.1 Should a dispute arise between the recommending officer^) 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 CE for
matters below R450 million for a final decision.

20.5.2 Should a dispute arise between the recommending officer(s) and the person with
the DoA for process approval (i.e. the GCSCO and GCFO) for matters above R450
million but below R750 million, after the person with the DoA for process approval

• has referred the matter back to the recommending officer for re-motivation, the
matter must be escalated to the GCE for consideration.

20.5.3 Should a dispute arise between the recommending officers) and the GCE for
matters above R750 million but below Rl 000 million, after the GCE has referred
the matter back to the recommending officer for re-mobVation, the matter must be
escalated to the ADC for consideration.

20.5.4 Should a dispute arise between the recommending officers) and the ADC for
matters above Rl 000 million but below R2 000 million, after the ADC has referred
the matter back to the recommending officer for re-motivation, the matter must be
escalated to the Board for consideration.

20.5.5 Where the recommendation of the evaluation team conflicts with the opinion of the
end user, the matter must be referred to the AC for a ruling.

t

20.6 NON AWARD / CANCELLATION OF BIDS

20.6.1 Non award of business must be approved by the relevant AC for matters within
their jurisdiction. For matters below the ACs threshold, the Manager with the
delegated authority must approve the non-award. 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 process (I.e. he/she was
awarded the bid), Transnet Is said to be functus offido and can no longer cancel
the bid process without an order of court authorizing it to do so.

20.6.2 I t should be noted that a Bidder can only be regarded as the Successful Bidder
v/hen he/she was unequivocally informed that the bid v/as 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
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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/Construction Works/Services will now be met.

20.6.7 Where no bids have been received, the matter need not be submitted to the AC for
approval as Indicated In paragraph 20.6.9 below. The market may be approached
Immediately but the AC must be informed of the non-award Including the reason
therefore. The AC must satisfy Itself that the non-award was not due to poor
planning, a poor specification or unreasonable evaluation criteria.

20.6.8 In terms of the Preferential Procurement Regulations, 2011, If It fs stipulated that
the 80/20 preference point system Is applicable to a particular bid process and all
bids received exceed R l 000 000, the bid must be cancelled. If one or more of the
acceptable bid(s) received are within the Rl 000 000 threshold, all bids received
must be evaluated on the 80/20 preference point system. Similarly, If It Is stipulated
that the 90/10 preference point system Is applicable to a particular bid process and
all bids received are equal to or below Rl 000 000, the bid must be cancelled. If
one or more of the acceptable bid(s) received are above the Rl 000 000 threshold,
all bids received must be evaluated on the 90/10 preference point system. If a bid
Is cancelled In terms of this paragraph, the correct preference point system must
be stipulated In the bid documents of the re-invited bid. Where the incorrect
preference point system Is stipulated for transactions up to R2 million In value (I.e.
the quotation threshold) which necessitates a cancellation, the new RFQ must be
re-Issued only to the bidders who were approached in the original bid to mitigate
the risk of a cancellation due to the same reason again.

20.6.9 In terms of the regulations issued In terms of the PPPFA, .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,
Services, Construction Works requested. [ACs must ensure that only Goods,
Services or Construction Works that are required to fulfil the needs of the
Institution are procured]; or

b) funds are no longer available to cover the total envisaged expenditure. [ACs
must verify that the budgetary provisions exist]; or

c) no acceptable bids are received. [If all bids received are rejected, Transnet must
review the reasons justifying the rejection and consider making revisions to the
specific conditions of contract, design and specifications, scope of the contract,
or a combination of these, before Inviting new bids].

When the AC authorises a non-award on the grounds of a) or b) above, all Bidders
should be reimbursed for the bid document fee, If bid documents were sold.

20.6.10 In addition to paragraph 20.6.9 other grounds for non-award Indude but are not
limited to:

a) The expiry of the validity period before award;

b) A material Irregularity In the process has compromised the Integrity of the bid;
and
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c) Where an RFO was issued o^fy to find thai the bids received are well in excess
of the open tender threshold and could not reasonably have been anticipated to
fall below R2 million.

20.6.11 After obtaining the AC's approval, the CPO or his/her delegate may write to the
Bidders that responded to the Bid to communicate the cancellation of the Bid. For
matters below the AC's threshold, the Manager with the DoA may perform this
function.

20.6.12 In addition, the decision to cancel a bid in terms of paragraph 20.6.9 must be
published in the media in which the original bid invitation was advertised.

20.7 CANCELLATION OF CONSTRUCTION RELATED BIDS

cib
A bid may not be re-Issued covering substantially the same scope of work within a period
of six months. The six month period commences from the time that the cancelled bid was
made available to the Bidders.

This does not prevent an employer from immediately calling for fresh bids should:

• the employer change the contracting strategy or restructure the work covered by
the proposed contract;

• all bids received are found to be non-responsive; or
• only one bid was received and such bid was returned unopened to the bidder.

The bidder must be informed in writing of non-awards and cancellations and upon written
request reasons for such cancellations must be given.

The CIDB must be informed via the i-Tender system of any non-awards or cancellation of
bids after approval from the respective delegation of authority has been obtained.
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CHAPTER 2 1 : AWARD OF BUSINESS AND CONTRACTING PROCESS

This Chapter is applicable to general procurement and construction procurement

21.1 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.

21.2 DECISION TO ACCEPT BIDS OR OFFERS

21.2.1 A Manager may only communicate the acceptance of a Bid i.e. issue a Letter of
Award and proceed to conclude the contract if the following provisos have been
adhered to:

a) he/she has complied with all internal policies and procedures and obtained the
delegated Manager's signature or 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/5ervice(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 DoA;

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 CE's Delegated Powers to
contract, the relevant higher authority (e.g. Transnet GCSCO, GCFO, GCEy ADC
or Transnet Board) must conclude the contract. Alternatively, a mandate must
be sought from the relevant higher authority in Group in favour of the 00 CE 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 (not the individual contracts) shall determine the approval authority
required. As stipulated in the Transnet DoA Framework, it is advisable to obtafn

••' 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.

21.3 NOTICES OF ACCEPTANCE & NON ACCEPTENCE OF BIDS

21.3.1 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 either by way of a Letter of Award or Letter of Intent.
This notice may only be communicated by a person with the necessary DoA, or a
person who has been sub-delegated with a written mandate for a specific contract.

21.3.2 Unsuccessful Bidders must be advised in writing that their bids were unsuccessful
and of the name of the Successful Bidder. On award of business to the Successful
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Bidder all unsuccessful Bidders must'be informed of the reason as to why their Bids
liad 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 couid form the basis for
litigation against Transnet. A person with the necessary DoA, or a person who has
been sub-delegated with a written mandate for a specific contract has the authority
to issue letters of regret,

Guidance Note: In order to expedite the process, the person with the DoA should
be requested to sub-delegate the authority to issue Letters of Regret.

ci'b
For construction procurement the successful bidder is notified by means of the
signing and returning one copy of the Form of Offer and Acceptance.

21.3.3 The details of the contract award must be placed on the Transnet internet site.
These details must include:

a) bid number and description;

b) name(s) of the Successful Bidder(s) and preferences claimed;

c) the contract price(s); and

d) the duration of the contract.

21.4 APPLICATIONS RECEIVED IN TERMS OF PAIA

Should an applicabon 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.

21.5 DELIVERY OF ACCEPTANCE TO BIDDER

21.5.1 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

-i such notice of acceptance to the above mentioned offices shall be considered as
delivery to the Bidder.

21.5.2 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.

21.5.3 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.

21.6 FORMAL WRITTEN CONTRACT

•ni—*—••* *••-*
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A formal commitment in the form of a written contract is entered into with the Successful
Bidder.

Contracts provide the framework to mitigate risks and to measure operational and finandal
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 Transnefs letter of award 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,

AJthough a verbal contract is equally binding on the parties, it is Transnefs policy that only
formal written contracts shall be entered into with the Successful Bidder unless the
Goods/Construction Works/Services are for immediate delivery or execution, in which case a
formal order must be processed.

21.6.1 Letter of Award (LOA)

The LOA is the letter that is issued to inform the Successful Bidder unequivocally that it has
been awarded the business. An LOA is to be issued where there are no further issues to be
clarified or negotiated.

^31 hesi fcra .

For construction procurement the signing and returning one copy of the Form of Offer and
Acceptance replaces the Letter of Award.

21.6.2 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 Transnefs intention to negotiate
and condude a contract with it, The LOI also makes ft dear that if a contract
cannot be agreed upon, Transnet reserves the right not to award the business
to the Bidder. No contractual or other legal rights are vested in a Bidder purely
by virtue of having been issued a LOI. If applicable, the SD requirements of the
RFP must also be included in the 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. Notwithstanding this, even if an LOI
does expire then it can be re-instated provided this is agreed by both parties.
This is because the LOI does not impact on the contract as it is only an intention
to contract Furthermore the procurement process is also not affected as it has
already ended.

c) Only if the Goods/Construction Works/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/Construct'on Works/Services delivered (based on
proof of delivery). Such amounts shall become due and payable by Transnet

, ^ _ " ^ ''"'' t-.S 1 4
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d) I t is important to note that the longer the LOI is allowed to continue, the less
likely it will oe 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.

0 Guidance Note: Every effort should be made to ensure that the final contract
is concluded within 30 days of the issue of the LOI.

21.6.3 Use of Transnet'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 indude Transnet's standard requirements/terms and
conditions/agreements in the bid documents and/or RFPs. The respondent(s) will
therefore be made aware of Transnefs requirements/expectations in advance.

21.6.4 NEC3 conditions of contract and CIDB Standard for Uniformity

When issuing any RFP for construction procurement the NEC3 must'be used. Please note that
a standard contract template/standard construction procurement template has been prepared
for Construction related projects. For any additional terms and conditions, OD/Group Legal
must be approached via the OD/SU Contract/Compliance Department.

Should the need arise for additional dauses in terms of the NEC3 Z clauses, these must be
carefully drafted and approved by OD/Group Legal Department

21.6.5 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 ttien 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.

Lhd(,'tar £•. A.-.jrtJ of Husrress inrf GjrtrBfriicj 24-i

0058-0374-0001-0489

TRANSNET-REF-BUNDLE-03441



FOR INTERNAL USE ONLY PROCUREMENT,PROCEDURES MANUAL

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.

21.6.6 Non adherence to existing contracts fMaverick Spend*)

a) As. a general rule, Transnet Is required to acquire the relevant
Goods/Construction Works/Services only from the contracted supplier. Transnet
Is exposed to legal risk If It purchases Goods/Construction Works/Services
outside of the contract

b) I f any person wishes to buy outside of a contract, the prior approval of the
relevant Manager Is required.

21.6.7 Formal contracts are to be entered into In the name of Transnet SOC Ltd

Ail 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. I t shall be signed for and on behalf of Transnet by a Manager with the
appropriate DoA.

21.6.8 Transnet may Insist on a suitable security/guarantee for fulfilment of
contract

a) When security has to be provided by Successful Bidders In terms of the contract,
the delegated Manager entering Into a contract shall ensure that adequate
security is obtained for the fulfilment of the contract. I t shall preferably be In the
form of a guarantee by a bank or a financial Institution approved by Group
Treasury, or a cash deposit with TransneL 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 fs only refunded after
completion of the guarantee period (normally 6 to 12 months, depending on the
risk of latent defects).

d) Depending on the risk to Transnet, these measures may be relaxed to facilitate
Transnefs B-BBEE objectives to develop small or emerging black companies.

e) Where credit risk arises due to guarantees issued by external parties (banks,
financial institutions. Insurance companies etc) as a risk mitigation in supplier
agreements (advance payment'guarantees (APG), performance bonds (PB),
retention bonds (RB) etc, the criteria mentioned in paragraph 9.3.8 of the
Financial Risk Management Framework will apply.

Please refer to the Financial Risk Management Framework (FRMF) and ensure that the
FRMF Is read In conjunction with the approved Delegations of Authority Framework
(DOA). Where necessary. Group Treasury must be consulted.
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21.6.9 Commodity Risk Management - Supply Agreements

In terms of the Financial Risk Management Framework (FRMF) commodity risk refers to the
potential variability In Transnefs financial conditions owing to the changes In commodity
prices such as Brent crude oil, steel. Iron ore, electricity and others used In the operations
of Transnet The strategic emphasis on commodity risk management Is to protect budgeted
levels at both capital expenditure and operational'level. The MDS will require continuous
establishment and conclusion of supply agreements to procure goods and services for both
capital and operational risk purposes. The majority of supply agreements will contain price
escalation clauses that need to be managed as part of the procurement process.

The following processes should be followed to mitigate the financial risk exposures as a
result of price escalation clauses:

• Wherever possible the preference should always be to establish a fixed rate Rand
contract to avoid any price escalation over the tenor of the contract.

• This should be done by transferring the cost of price escalation to the balance sheet
of the supplier,

• The above should not be done at all cost to Transnet and an analysis should be done
to establish reasonability of difference between the variable price quoted and by
fixing the price with the supplier.

• Only If no agreement can be reached with supplier to fix the pridng and or the cost
of fixing appears to be unacceptable high, a floating price should be accepted and
the potential expected variable costs over the duration of the contract should be
disclosed under the risk analysis and Included under the estimated total cost of the
project

Group Treasury should be engaged, where necessary, to assist with historical information
of the required indices.

For the commodity risk policy for fuel, please refer to the FMRF,

21.6.10 Foreign Exchange (FX) Risk Management

The principles contained In paragraph 15.2 of the Financial Risk Management Framework
(FRMF) (read together with the DoA FrameworK) should be applied when supplier agreements
are concluded to ensure that foreign currency risk exposures are minimised on the day of
origin.

• All contracts/funding agreements with a foreign currency component of more than
R50m should be reviewed by Group Treasury, Group Finance and Group Tax during
the establishment process and ODs should get the sign off from all the respective
sections before agreements are concluded. Contracts with a foreign currency
component of more than RIOOm should also get the sign off by the GCFO.

• The Operating Division Is expected to submit approved FX cash flows to Treasury
within 10 business days after the agreement/purchase order are signed to enable
Treasury to arrange hedging within the approvals of DOA.

21.6.11 Foreign Exchange Hedging

All direct committed foreign currency In respect of capital projects and operational
expenses (Opex) should be hedged, subject to the limits In the FRMF.

Exchange Control: In the past foreign exchange hedging could only be Implemented once a
firm and ascertainable commitment was established as required by Exchange Control
Regulations, A commitment, from an exchange control perspective, is established once a
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purchase order/supplier contract/letter of acceptance has been signed by both Transnet
snd t h i supplier. During tne middle of 2010 the SARB granted permission to allow local
companies/residents/corporates to actively manage currency hedging facilities, in line with
International best practice. As such, Transnet can now manage currency hedging facilities
itself induding the restructuring of economically inefficient hedges with residual maturities
shorter than six months. These changes can only be considered and implemented by
Transnet Treasury once there Is a high degree of certainty that the hedge accounting
process will stilt be highly effective, the FX risk is not jeopardised and with the specific
approval from the GCFO and in line with the DOA.

All foreign currency hedges may only be entered into with local authorised dealers unless
specific approval has been obtained from the SARB to deviate from this ruling. Proof of
documentation is now only required by the bank doing the cross-border pay away and not
the bank that establishes the contract. Currency contracts that do not result in a physical
pay away under existing exchange control rulings, or contracts that are cancelled, may only
be settled locally in RAND.

Transnet Treasury is the only Business Unit within the Group that is allowed to action
foreign currency payments.

All requests from Operating Divisions to the SARB to obtain certain approvals/exemptions
should only be done by Treasury.

21.6.12 Export Credit Agency (ECA) Supported Finance

The following wording must be incorporated in supply agreements in so far as
supported finance is concerned:

ECA

"In order to finance its payment obligations under a future contract where foreign
transactions are involved-, Transnet may consider raising debt financing [an "ECA
Facility"] from one or more banks and financial institutions, with the benefit of export
credit agency [ECA] credit support to be provided by an ECA. Under such
circumstances the successful Respondent undertakes:
• to provide [and/or cause the Parent/OEM to provide, as applicable] to Transnet

and the banks and financial institutions that may participate in the ECA Facility all
such assistance as an importer of Goods and/or Services, which are eligible for
ECA credit supported finance by an ECA, is generally required to provide for the
purposes of obtaining ECA support;

• not to do or [as Supplier of the relevant eligible Goods or services] omit to do
anything, which may adversely affect Transnefs prospects of qualifying for or,
once obtained, maintaining ECA credit support by an ECA in respect of an ECA
Facility.

All cost, expenses, charges and liabilities incurred by Transnet in establishing an ECA
Facility with credit support from an Export Credit Agency, may be for the account of
Transnet/'

Every project consisting of a single Construction Works contract exceeding RIO 000 000.00 must
be registered on the CIDB Register of Projects (CIDB i-Tender service) within 21 working days
from the date on which a contractor's offer has been accepted in writing.
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The CIDB must further be Informed on the following:
• Any arbitration entered Into or litigation Initiated In relation to a Construction Works contract

registered in terms of these Regulations, within one calendar month from the starting date of
that arbitration or litigation.

• An award of any contract to an emerging enterprise who has a contractor grading
designation lower than that required for the contract

• Non-award and/or cancellation of tenders.
Copies of all of the above notifications/registrations must be placed on the contract file.

21.7 CONTRACTING WITH SECOND/THIRD-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 exerdsed within a reasonable
period after the initial award:

21.7.1 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;

21.7.2 when a Successful Bidder has failed to provide the necessary security, if required;

21.7.3 when a Successful Bidder fails to meet a condition precedent for the award of
business (e.g. to obtain the necessary funding), or

21.7.4 when final contract negotiations with a Preferred Bidder fails and a contract is not
agreed upon; and

21.7.5 It Is not practical within the b'me available to call for fresh Bids.

In such circumstances the bids of the second and third ranked Bidders will automatically be
regarded as valid, irrespective of whether or not they were issued with a letter of regret "

As a general rule, the second ranked bidder must be considered for recommendation after
the first ranked bidder Is unable/unwilling to conclude a contract. Only If the second ranked
Bidder Is also unable/unwilling, may Transnet proceed to the third ranked bidder. The
award of business to the second/third ranked Bidder must be approved by the relevant AC
or by the Manager with DoA for matters below the AC Jurisdiction. Once this approval has
been obtained, the person with the DoA will issue a Letter of Award/Intent to the
second/third ranked bidder rescinding the letter of regret that was Issued to it (if such a
letter had already been issued) and informing him/her of his/her Successful/Preferred
Bidder status.

21.8 APPROVAL OF LONG TERM CONTRACTS

The Main AC Is to approve all contracts (excluding Confinements) for periods exceeding three
Years.

Where one of the objectives of a particular transaction is to promote developmental goals,
consideration should be given to conclude longer term contracts of at least five years.
Nevertheless, no contract shalj be entered Into for a period longer than three Years without
the main ACs 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 3 Years without the main ACs approval.

Chapter 21 : Av-arri of Susiress and Contracting Process Page 207 o r 244
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CHAPTER 22 : POST AWARD CONTRACT MANAGEMENT

«*:

Although the PPM provides general guidance with regard to Contract
Management Policy and Contracts Management Procedures, please refer to the
Contracts Management Manual for comprehensive guidance in this regard
available on the iSCM Transnet Intranet

cib
The IMEC3 Contracts are managed and administered outside the Procurement Process. The PPM
provides general guidance in this regard and as a result, certain NEC terms of references will not
be identifiable in the PPM.

22.1 WHAT IS CONTRACT MANAGEMENT?

Contract Management is an end-to-end process to ensure that:
• contracts entered into by Transnet are managed in a manner which minimises business

risk and maximises intended benefits;
• contractual obligations are fulfilled;
• roles and responsibilities are clearly defined; and
• social value is realised.

«.
Contract management also includes a planning phase during which the:

• contract type should be selected;
• contract should be drafted, approved and signed by all the relevant stakeholders; and
• budget should be set up front in order to manage the financial aspects of the contract

effectively.

Table 22 below sets out the 8 core sub-processes of Contract Management which are addressed
In the Contract Management Manual:

TABLE 22: 8 core sub-processes of Contract Management

Governance

Human Capital

Planning

Delivery
Management

Supplier
Relationship
Management
Contract
Administration
Contract Review /
Close Out

Electronic

Ensuring that the contract life cycle management process is
implemented within each srte/OD in accordance with a clear
set of norms and standards.

Ensuring that adequately skilled and sufficient contract management
human resources are available.
Ensuring the effective and efficient planning for the transition from
the tender phase to the contract phase.
Ensuring that the Goods and/or Services are being delivered in
accordance with agreed performance, costs and quality levels set
out In the contract.
Ensuring that relationships with suppliers are managed in order to
develop and maintain open and constructive associations.

Ensuring that the formal contractual processes and obligations are
complied with.
Ensuring that the contract is dosed out in an orderly manner, that
all the elements of the contract have been adhered to and that
lessons learnt have been properly recorded.
This is a system or process that enables Transnet to manage
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Management Tools • contract? electronically.

22.2 POST-AWARD FUNCTIONS

The immediate post-award contract management activities establish the basic awareness and
procedures required to initiate Transnefs 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
induded members of the contract management team) to the contract management
team takes place to ensure successful management of the contract; and

• 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.

22.3 DELIVERY MANAGEMENT

This activity is concerned with Transnet's 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 dear and demonstrable evidence of the success (or
otherwise) of the contractual deliverables. In prindple, 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.

22.3.1 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.

I t is generally beneficial to establish an SLA, since an SLA creates a common
• •• understanding about services, priorities and responsibilities of both parties. Transnet

must dedde 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
drculation);
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• risk areas to be measured (refer sub-paragraph 22.3.11 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).

22.3.2 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 perfonmance 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 23

; KPA>

DELIVERY

QUALITY

Sample,

Daily

all deliveries

Daily

all deliveries

Daily

1 In 5
deliveries

Daily

all deliveries

Dally
U n 5

deliveries

Weekly

all deliveries

Weekly

Iln2

Kpi

On time

Accurate

Lead-times
met

Paperwork in
order

No. of items
rejected by

GR

No of items
rejected by
production

Items
property
packed

i

Acceptable r

99% on time

99% accurate

99% lead-
times met

100%
paperwork

correct

<2% Items
rejected

0 items
rejected

<3% items
Incorrectly
packaged

Assessment*

88%

100%

40%

100%

0

0

0

Remedial"
Action?

Supplier to
improve to

92%

N/A

Supplier to
Improve to

70%

N/A

N/A

N/A

N/A

Cfiaptdr 22, Post Award Cor.fract Maiarjemcm Page 210 or * w
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PRICE
REVIEW

PAYMENT

.Sample^

deliveries

Monthly

10 prices

All payments

* J KP i rU

Price
charged vs.

market

Payment
within 30 '

days

^Acceptable*

95% of items
In market

pricing range

90%
payments on

time

^Assessment?

40%

f ^ Remedial.
; - Action1! _

Supplier to
improve to

95%

Transnetto
Improve to

80%

22.3.3 Performance review meetings

The following must be observed by the Relationship Manager prior to 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 all performance meeb'ngs; 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.

22.3.4 Performance monitor ing

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 rnust 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.

22.3.5 Adherence to contractual sourclng (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

Cfvpta-22: Post A.-ze of 2<H
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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.

22.3.6 Conformance with specifications and delivery Instructions (Goods)

The Supplier must be required to supply the goods as per the required specification
or works information. Should there be any deviation, the Supplier must Bmeously
Inform Transnet and mutually agree on such deviation. Should there be any benefit
of time and money as a result of the deviation Transnet must benefit without
compromising quality of the supplied goods.

a) Inspection and shipment/delivery of Goods:

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 contract terms.

(i) In the case of imported Goods:

Ttie 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 - ICCIncoterms 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 dause 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 dearly endorsed on the delivery note and over-supplies
should be returned to the company, with the delivery note dearly endorsed
as such.

ter 12- Pcs A.-,arcJ Ccntraci Man^am-jnt PaQg l \ l cf 24-1
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22.3.7 Remedies-General

In terms of the regulations issued in terms of the PPPFA, Transnet must act against
the bidder or person awarded the contract upon detecting that the B-BBEE status
level of contribution has been claimed or obtained on a fraudulent basis or any of
the contract conditions have not been fulfilled.

Transnet may, in addition to any other remedy that it may have against the
bidder or person:

a) Disqualify the bidder or person from the bidding process;

b) Recover all costs, losses or damages it has Incurred or suffered as a result of
that person's conduct;

c) Cancel the contract and dalm any damages which It has suffered as a result of
having to make less favourable arrangements due to such cancellation;

d) Restrict the bidder or contractor, its shareholders and directors, or only the
shareholders and directors who acted on a fraudulent basis, from obtaining
business from any organ of state for a period not exceeding 10 years, after
applying the audialterampartem (hear the other side) rule; and

e) Forward the matter for criminal prosecution.

Group/OD Legal Departments should be consulted In deciding on any of the
remedies that are to be applied.

22.3.8 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 22.3.9 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).

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 opportunity to
remedy the breach. Only If this"falls may steps be taken to cancel a contract.

22.3.9 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

Chapt-3 22- Fo« A-.vard Contract Management Page 213 of 2+4
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the other party. Where a contract provides for penalties in the event or 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.

22.3.10 Failure by a supplier to perform - l iabil i ty 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).

22.3.11 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 action,
responsibility for managing and mitigating them Is allocated, which
allocation must be dependent on the assessment of the likelihood
and consequence of the risk '"**"•"

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:

Page 2l'» of 24-t
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• lack of capacity of the supplier, particularly if there are significant increases fn
demand;

• reduction in demand leading to higher unit costs borne by trie 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 trie risk, the method of minimising
It and Aotvthe 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 wfio 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.

22.4 SUPPLIER RELATIONSHIP MANAGEMENT

In addition to the achievement of the contractual and commercial aspects of the contract,
a healthy relationship between Transnet and its contractors must be maintained as this
underpins the overall successful and 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 nature 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 in consultation with the Contract Manager and recorded
accordingly in the contractor's contract file. Establishing a sound relationship with a
contractor will help In building a strong relationship and to provide constructive and
positive feedback. All strategic contracts must have a supplier relationship manager,
which should ideally be a person other than the Contract Manager/Administrator. A
supplier relationship manager must have an appropriate level of seniority. For highly
strategic contracts, this may be a CPO, GM or the OD's CE.

22.4.1 Sound Relationship Management

ter n Pel A/fard Contract Mjnar;e'n.mt Page 215

0058-0374-0001-0501

TRANSNET-REF-BUNDLE-03453



1566

Q>

FOR INTERNAL USE ONLY PROCUREMEOT PROCEDURES MANUAL

A sound basis for the relationship must be established In the earlier contracting phases,
e.g. by having clear and well written terms and conditions, SLAs and regular monitoring
and evaluation mechanisms. If the supplier relationship manager Is new to the contractual
arrangement, efforts will need to be made to understand the relationship that exists
between the supplier and Transnet and to develop a specific relationship for this phase as
soon as possible. I t Is particularly Important for the manager to understand the
background to the relationship and be aware of any problems or issues that have arisen
at earlier stages of the procurement process.

"Die type of contract, its size and duration as well as the culture of the parties and the
personalities of the people Involved will influence the relationship between the parties.

It Is of particular importance to Transnet that contractors not only fulfil the technical and
financial aspects of the contracts, but also the socio-economic (Supplier Development,
Localisation and Empowerment) aspects. As part of SRM, Transnet and the contractor
should constantly look for ways to Improve the socio-economic benefits of the contract

22.4.2 Communication with the contractor

I t Is Important to establish and maintain a constructive relationship through regular
communication. In particular, problems that have arisen must be Identified and every
effort must be made to resolve such problems at an earty stage. Problems which are not
dealt with timeously can easily become exacerbated resulting In poor relations with the
contractor. Escalation procedures must be put In place to deal with any unresolved
problems. Providing positive and constructive feedback will assist In maintaining healthy
relationships.

Effective SRM will enable Transnet to Identify early warning signals and thus Indicate
whether alternative contractors or products should be identified.

Payments should be made without unnecessary delays in line with Transnefs procedures.
To this end Transnet must pay suppliers within 30 days of submission of an undisputed
Invoice.
It Is also Important to listen to the contractor's side of the story, to Identify any problems,
address them promptly and explain decisions In an impartial way. This particularly applies
to contracts that Involve on-going service delivery that extend over a considerable period
of time. In such contracts the management of the relationship with the contractor could
consist of:

• Informal, day-to-day discussions;
• Interactions between the supplier and the nominated Transnet Supplier Relationship

Manager and Transnet's staff; and
• Formal meetings at pre-determlned intervals with nominated personnel from both

Transnet and the supplier.

22.5 CONTRACT ADMINISTRATION

"mis activity Is concerned with the practicalities of the relationship between Transnet and the
supplier and the operation of the routine administrative and clerical functions. Trie 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

i- f -2" Fc« A.vjro Ccwaci M-jni'tjtf'vnt Page 216 of 244
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• Contract termination or extension/renewal.

The Contract Manager must ensure that s/he thoroughly understands all the components of a
contract, Including:

Expected outcome measure - significant deliverables should be tied to the payment
schedule; and

Acceptance / Rejection Terms - Transnefs right to Inspect and accept or reject the goods
and/or services and the conditions of acceptance or rejection.

22.5.1 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 implicatidns — " '--•' • * ' ' ~

Priorftisatidn and authorisation levels- " •

Agreement on methodology

CoritroTsfor implementation

22.5.2 Amendments to contracts

Contracts may be amended by:
a) Extending/reducing the period of the contract;
b) Increasing/decreasing the value of the contract;
c) Changing the scope of work;
d) Changing the contracting parties; and
e) Changing any other terms and conditions of the contract

Extension of contracts, additional work. Increase In quantities, price or time by more than
10%, cession and assignments, waiving of penalties, etc, are all examples of material
amendments to contracts, and need prior AC approval.

A decision to amend a contract should not be taken lightly. Amendments to contracts must
be properly motivated by the end-user In consultation with the Contract Manager and if
approved, must be signed off by the person with delegated authority, Please note that the
cumulative value of the individual contracts (Ke, the original value together with the value
of any previous amendments plus the value of the current amendment) and not the total
business value if there was a split award will determine the level of delegated authority
required for sign off of the amendment unless the amendment Is to a Consultant
Agreement or a contract awarded via a Confinement (see paragraph 22.5.7h) in this
regard).

22.5.3 Extension of contracts

Ctop'sr 22 Post ft.-iard Co^Eraa Minase/r.ent p 2 g j i\f $ 24-1
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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. l 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.

22.5.4 In view of the 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:

Rxed term contracts for Goods/Services

a) Any request for the extension of a contract must be submitted to the AC at least
45 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 exerdslng 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

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 sourcing event, I.e. open RFX, 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 a recommendation to
the GCE or higher that the condonation of the action taken.

proteet-tvpe contracts

f) Should a contractor/service provider 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:

CO Where the bid document or contract stipulates that completion of the
Construction Works, Services, project or delivery of the Goods has to take
place by a specified date and the contractor/service provider completed it /
handed it over only after the contractual completion date, penalties may be
raised under the terms of the contract.

(ii) A contractor/service provider may apply for an extension of the contract
completion date If It considers that the reasons for late completion were/are:

O^te - 22 Po*\ ft/.jrj Contract f'lcinorjtfiiwnc Page 213 of 2
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• beyond Its control (e.g. Force majeure events such as acts of God, rain,
floods or earthquakes);

• whereas the supplier had exercised reasonable control, the late
completion could not have been foreseen, minimised or prevented;
and/or

• or the delay(s) had been attributable to Transnet

(tif) "The contractor/service provider's claims in terms of (II) above may be lodged
at any time during the course of the contract or after the completion 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 contractor/service provider'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 contractor/service provider's
request for an extension of time and may (especially In instances where time
Is of the essence) dedde to cancel the contract.

(vi) A waiver or reduction of penalties would constitute a Material Amendment to
the contract and would require AC approval.

22.5.5 Exercising options

a) If Transnet wishes to reserve the right to extend a contract period, this should be
stipulated upfront In the RFX. 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.

b) Should It be decided to exercise the option during the course of the contract, the
recommendation to exerdse the option must be submitted to the AC for prior
written approval In the normal manner. An indication must be given at that stage
that trie exercise of the option Is still the best value In the market place (also see
paragraph 9.2 and 22.4.3(b)).

22.5.6 Involvement of AC In material contract amendments

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.

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 Indude price escalations not provided for In the contract,
I.e. the same goods to be provided at an Increased price. Such matters should be
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presented to the AC for prior approval regardless of the value of the proposed
increase In price.

22.5.7 General amendment principles for general procurement

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 ACs Jurisdiction but amendments
bring it within the AC's jurisdiction, the matter must be submitted to the AC
provided the cumulative amendments are greater than 10% of the original
contract value.

b) Matters within the AC's Jurisdiction where there are non-material
amendments to contracts and contract amendments where the Increase In
value and/or the extension of period represents less than 10% of the
original contract value or contract period will be dealt with as follows:

In such cases the Manager with the delegation of authority may effect such
amendment and Is only required to Inform the AC of such amendment as
soon as possible thereafter. The Manager who approves the amendment
may be the original signatory of the contract If the cumulative value of the
amended contract Is still within his/her delegation of authority. However, if
the cumulative value of the amended contract is above the original
signatory's delegation, the amendment must be approved by the next level
of authority and the original signatory must be Informed thereof.

Example: A R999 000 increase on an RIOm contract, or a 1 month
extension on a 12 month contract.

c) Material amendments in excess of 10% of the original contract value or
contract period, up to 40% of the original contract value will be dealt with
as follows:

In such cases the Manager with the delegation of authority may not effect
such amendments without the PRIOR approval of the relevant AC first of
such amendment

A recommendation must be submitted for AC consideration together with
supporting documentaUon Indicating that the proposed amendment to the
contract Is in the best Interest of 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
original signatory (i.e. the person with delegation of authority 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 delegations. However, if the cumulative value of the
amended contract Is above the original signatory's delegation, the
amendment must be approved by the next level of authority on review and
recommendation of the original signatory.

Example: R350m contract increased by R70m (I.e. 20%) to R420m: Obtain
PRIOR approval from main OD AC (e.g. TREDAC) and then the OD CE.

d) NOTE: As a general rule, contracts may be amended by not more than
40% of the original contract value. Any deviation In excess of this threshold
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will only be allowed In terms of paragraph (e) below. Whilst provision is
made for deviations, it is imperative to note that requests for such
deviations may only be submitted for approval In exceptional
circumstances.

e) Amendments in excess of 40% of the original contract value or contract
period will be dealt with as follows:

In such cases PRIOR review and recommendation must be obtained from
the appropriate AC first, as well as the original signatory. "Thereafter the
matter must be submitted for approval to the person with delegations one
level higher than the original contract signatory (provided the cumulative
value is still within the original signatory's delegations of authority) or to
the person with the delegation of authority If the cumulative value brings
the contract within a higher level of authority than the original signatory. In
the former scenario, after approval, the amended contract will be signed
off by the person with the delegation of authority to sign off the contract
value concerned. In the latter scenario, the person with the delegation of
authority may approve the contract amendment and sign off the amended
contract at the same time.

However, this rule does not apply to amendments falling within the GCE,
ADC or the Board's delegation of authority. For such contract amendments,
the matter will be submitted to the GCE, ADC or the Board regardless of
the value of the contract amendment (provided the cumulative value Is still
within their delegations of authority).

Example: R300m contract increased by R125m (I.e. 41.6%) to R425m:
Obtain PRIOR approval of the main OD AC (still below R450m main AC
threshold) and then the GCFO (R464m actually falls within the GCSCO's
delegation, but because the amendment is in excess of 40% of the original

• contract value, it has to go one level higher, which brings It to that of the
GCFO).

0 The rules relating to contract amendment stated In paragraphs 22.5.7a) •
e) above apply to contracts awarded via open tender. These rules also
apply to "as-and-when" contracts. Although such contracts do not have a
stipulated contract value, the original estimated value of the contract that
was Initially presented to the AC (or other delegated authority) should be
used to determine the percentage Increase of the contract and the
applicable contract amendment rules.

g) Furthermore, the 40% rule will also be applicable to construction/CIDB
related contracts.

h) Contract amendments to Consultancy agreements and contracts awarded
via a Confinement:

• Where an amendment Increases the price, duration or scope of the
original contract by less than 10%, this should be submitted to the AC
for approval and the proposed amendment does not need to go to
original approver.

• Where a Material Amendment more than 10% but less than 40% of
the original contract value Is required, the matter must first be sent to
the relevant AC for support If supported by the AC, the proposed
amendment must be submitted to the original approver for prior
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approval of the amendment. The person with the DoA may only then
sign the contract amendment.

Amendments more than 40% of the original contract value must first
be considered by the AC for consideration and support. Since the 40%
rule does not apply to the GCE, ADC or Board, the original approver of
a Confinement must approve the amendment to the confinement,
where after the contract amendment is signed by the Manager who
signed the original contract, provided it is still within his DoA. For
Consultant Agreements, the 40% rule as detailed In paragraph 22.5.7e)
apply as-is save for the requirement that the original approver of the
Consultancy Agreement must also approve such an amendment after
the AC has supported it.

Where an amendment to a contract results in the value of the contract
reaching a higher approval level, the matter must be sent to the
relevant AC and then to the original approver for review and
recommend a ti on. Approval must then be sought from the person with
the delegated authority to approve the higher value e.g. the original
confinement of R240m was approved by the GCE; if it needs to be
increased by R12m to R252m, it v/ill require the support of both the AC
and the GCE, but will require the ADC's approval because it exceeds
the GCE's limit for confinements of R250m.

22.5.8 General amendment principles for construction procurement

I t is recommended that Transnet Entities put In place "Project Commercial Levels of
Authority Framework" (DOA), which assigns a cumulative commercial value (Approved
Contract Budget = DCV) as stipulated in the Delegated Consent Form (DCF) for the
approval of compensation events by the appointed NEC3 representative such as the Project
Manager in the Engineering and Contruction Contract (ECC), the Supply Manager in the
Supply Contract (SC), etc. The DCV is made up of the original contract value plus an
allowance for potential compensation events.

In accordance with the Project Commercial Levels of Authority Framework, the 10%
threshold mentioned in paragraph 22.5.7b) is based on the DCV and not on the original
value of the contract. AJso, any increase exceeding the DCV but within a 10% threshold
must be approved by the DOA that signed the original contract

In accordance with the Project Commercial Levels of Authority Framework, if the contract
value plus the cumulative total of compensation events is expected to exceed the Approved
Contract Budget (as per the DCF) plus 10% (as mentioned in paragraph 22.5.7c) then "a
submission explaining the contract increase together with an application for an increase in
the contract budget and associated DCF must be submitted to the relevant Acquisition
Council for approval before the contract budget is exceeded by 10%".
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22.5.9 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, the exhaustion
of the contract value 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;

• Record the date should there be any claim of calling up the bank guarantee
or retention (in the event of breach of contractor);

• 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 dalms made against or received from the supplier; or

• Ensure retention of records.

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

22.5.10 Safe custody of Bid documentation, contracts and contract f i les

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 (if applicable);

t authorisations to confine (If applicable);

• minutes of relevant meetings/briefings;

• evaluation methodology and 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 meetfngs;

• correspondence with Bidders;

• RFX offer from Successful Bidder;

• letters of award and non-award;

• Letter of Intent (if applicable);
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• Approvals of draft contract (sign off schedule);

• Executed original copy of contract;

• Vendor Application Form;

• Insurance details (If applicable);

• Original and valid SAR5 VAT (to be updated annually);

. • Tax Clearance Certificate;

• B-BBEE Verification Certificate/sworn affidavit;

• SD Implementation Plan (if applicable);

• B-BBEE Improvement Plan (if applicable);

• 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
slgnoffs which should be kept on contract files.

22.5.11 Document Retention

The following may be used as guidelines as to how long records should be retained:

a) Unsuccessful Bids must be kept for 5 Years after completion of the contract, and
thereafter may be destroyed.

b) Successful Bidder's Bid/contract document, as well as the contract file and
related general correspondence must be kept on site in a proper and safe
archiving facility for a period of 5 Years after completion of the contract or after
the expiry of any applicable warranty periods (if the warranties are still valid 5
Years after the completion of the contract). Thereafter the documents 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.

22.6 CONTRACT UFECVCLE MANAGEMENT METHODOLOGY

SAP CUM has been Identified by Transnet Group as the Contract Management
System to be used as the Contract Management Process enabler. At present the
system serves mainly as repository of contracts but is in the process of being
upgraded to Indude further functionality. I t Is imperative that each and every
supply chain contract entered Into by Transnet Is loaded onto SAP CLM. Failure to
do so will be considered to be a breach of protocol.

The Contract Manager must ensure that Transnefs SAP CLM system Is utilised to
manage the contract through its lifecyde. Trte SAP CLM system ensures enhanced
visibility, control and performance monitoring of contracts. I t will also be used for
purposes of audits and analysis of contract transactions. SAP CLM extends from
pre-bidding activities, bidding activities, drafting, negotiations and Contract
Management processes. Modules for all activities should be used and/or made
available. (Drafting note: this functionality will be added when upgrades
of SAP CLM are effected)

22.7 INDICATIONS OF SUCCESSFUL CONTRACT MANAGEMENT

Successful Contract Management will achieve benefits by:
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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/Construction Works/Services of the agreed
quality and price

B-BBEE and SD commitments are closely monitored and enforced

Reduction of costs and continuity of supply

Itoles, responsibilities, rights, obligations of all stakeholders are clearly communicated
arid understood

Early identification and resolution of poor performance and disputes thereby
minimising risks

Eliminating unethical 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 leamt 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 .,--*• >—r^j.1-

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 , "V.-.V * ' • •<

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

This Chapter of the PPM applies in both construction procurement and general procurement
activities. However, where suppliers are blacklisted for construction procurement the CIDB must be
informed of this in writing within 21 days.

23.1 DEFINITION

Blacklisting is a mechanism used to exdude a company/person from future business with
Transnet for a specified period. The decision to blacklist must be based on one of the
grounds for blacklisting. The standard of proof to commence the blacklisting process is
whether a "prima fadd' (i.e. on trie 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 Sid 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/Construction Works/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.

The Blacklisting provisions of the PPM must be agreed to by Bidders as part of the General
Bid Conditions and must also be contractually committed to by Transnet's suppliers/service
providers in the Standard Terms and Conditions of contract.

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, in bad faith, withdrawn such Bid after the advertised dosing date and time
for the receipt of Bids;

b) has, after being notified of the acceptance of his Bid, failed or refused to sign a
contract when called upon to do so in terms of any condition forming part of the
bid documents;

c) has carried out any contract resulting from such bid in an unsatisfactory manner
or has breached any condition of the contract;

d) has offered, promised or given a bribe In relation to the obtaining or execution
of the contract;

e) has acted in a fraudulent or improper manner or in bad faith towards Transnet
or any Government Department or towards any public body, Enterprise or
person;
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f) has made any Incorrect statement In a certificate or other communication with
regard to the Local Content of hfs Goods or his B-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.

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, the parties
should use their best endeavours to resolve the dispute in an amicable manner,
whenever possible. Litigation In bad faith negates the principles of trust and good
faith on which commercial relationships are based. Accordingly, Transnet will not
do business with a company that litigates against it In bad faith or Is involved in any
action that reflects bad faith on its part Litigation In bad faith includes, but Is not
limited to the following Instances:

(ili) Vexatfous 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 a bid process.

23.2.3 Where any person or Enterprise has been found guilty by a court of law, tribunal or
other administrative body of a serious breach of any law, during the preceding 5
Years, such person/Enterprise may also be blacklisted. Serious breaches of the law
would Include but are not limited to corruption, fraud, theft, extortion, or
contraventions of the Competition Act 89 of 1998 (e.g. collusive tendering). This
process exdudes 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 S Years.

b) Should any prospective Bidder dedare a convfction of a serious nature, the
blacklisting process should be considered based on paragraph 23.4 below. If
considered appropriate, the blacklisting process should be Instituted without
delay and dealt with expedib'ousfy, 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.
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23.2.4 Grounds for blacklisting Indude a company/person recorded as being a company or
person prohibited from doing business with the public sector on National Treasury's
database of Restricted Suppliers or Register of Tender Defaulters.

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;

23.3.4 any agent or employee of the company concerned, or his/her spouse who may be
conducting the same business but under a different name;

23.3.5 Transnet employee found to be Involved In fraudulent or corrupt activities;

23.3.6 companies associated with the person/s guilty of misconduct (i.e. entities owned,
controlled or managed by such persons); and/or

23.3.7 any companies subsequently formed by the person(s) guilty of the misconduct or
where such person(s) acquires a controlling stake In an existing company.

23.4 FACTORS TO CONSIDER BEFORE TAKING THE DECISION TO BLACKLIST

23.4.1 A dedsion to blacklist has far reaching implications for the company/person
concerned, Therefore, Transnet must act fafrty, 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, Induding 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 Transnefs
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.
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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 dedsion
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:

TABLE 24
Grounds for Blacklisting

Offences Involving bad faith / dishonesty
(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. I f possible grounds for
blacklisting exist; a forensic audit may be conducted to establish whether the
grounds for blacklisting are valid.

23.6.3 Should the forensic report establish that possible grounds for blacklisting exist; the
OD AC shall be approached for approval to proceed with the blacklisting In
principle.

23.6.4 Transnet Internal Audit will be requested to conduct ITC searches on the Company
and Its members/directors in order to ascertain the identity of all companies
associated with such members/directors.

23.6.5 Trie matter must be referred to the relevant AC to have the blacklisting approved in
principle.

23.6.6 Trie 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

EtecVlisting Procures ai".' Guidelines P*j» US of 24!

JUP-2 2 0 1 5

0058-0374-0001-0515

TRANSNET-REF-BUNDLE-03467



1580

FOR INTERNAL USE ONLY PROCUREMENT PROCEDURES MANUAL

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.

23.6.7 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. I f blacklisting is no longer
recommended, the relevant Legal Department Is to Inform the OD and the relevant
entity concerned of this decision.

23.6.8 If supported. Group ISCM will draft the final submission and attach all original
documents Including the relevant AC minutes for consideration by the GCFO.

23.6.9 Final approval for blacklisting will be made by GCFO.

23.6.10 Group ISCM will then notify all companies/persons by registered (or hand delivered)
mail of the blacklisting. Group iSCM will also update and circulate the List of
Excluded Bidders.

23.6.11 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 Transnefs external website so that blacklisted entities
may not be used as subcontractors or JV partners.

23.7 APPEAL AGAINST DECISION TO BLACKLIST

Any company/person against whom a decision with regard to exclusion from future business
has been taken may make representations to the GCE whose decision shall be final.

23.8 RESCISSION OF A DECISION TO BLACKLIST

The Transnet GCFO or his duly authorised delegate may at any time, on good cause shown,
rescind a decision taken 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 Transnefs Ust 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 Ust
The Secretary and Chairperson of the AC shall sign off a certificate stating that no business Is
awarded to entities or persons appearing on Transnefs Ust of Excluded Bidders. Trie
certificate should be retained by the Seaetary of the AC

Chapter 11 ElccVltf&ng Pror.Mjres and GufJ^nes Pn$-z 230 of 2-W

June 2015

0058-0374-0001-0516

TRANSNET-REF-BUNDLE-03468



1581

FOR lt€>

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.

23.11 THE BLACKLISTING PROCESS

•", 00/Group Uj ' ; i !
lomJon:i:c!?vant

entities o; r;>;on:'->;i

Figure [35] - The blacklisting process
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This Chapter of the PPM applies equally to both construction procurement and general procurement
activities

24.1 ACQUISITION COUNCILS

Each division must have its own main AC which must consider and approve all procurement
processes, as well as the disposal of scrap, falling within its jurisdiction from R2 million, but
not exceeding R450 million. This is subject to the discretion of the 00 CE to lower the R2
million threshold, or to create secondary ACs. Where a particular Transnet Entity chooses to
create a secondary AC/s, the jurisdiction of the Secondary AC/s will start below the R2 million
threshold. ODs have the discretion to set the maximum threshold/s of such secondary ACs to
a value higher than R2 million. This value will then become the minimum threshold of the
main AC of the Transnet Entity. Transactions exceeding the CE's Delegated Powers will still
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.

Transnet Board*

Board Acquisitions & Disposals
Committee

Group Chief Supply
Chain Officer

0© Main AC
(incl. TCP)

• > R2 000 million

i
• < R2 000 million

^^m • < Rl 000 million

¥ • < R750 million

- < R525 mllion

• < R450 million

Specialist
UnttAC
(exd. • 5 R5 million subject to contract not
TCP! exceeding 5 vears

threshold of the Main Acquisition Council

NOTE: Should any approval body not agree with the recommendation, the matter must be referred
back to the recommending officer(s) for reconsideration or remotivation
Recommendations: The RAC, main AC and the ADC will support the recommendation for
transactions above their thresholds. Local/Regional AC normally only consider transactions <R2m
but OD CEs may at their discreb'on increase these thresholds.
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* I n terms of s 54(2)(d) of the PFMA Transnet must obtain Ministerial approval for the acquisition
of a significant asset (exceeding R3,9 billion of the value of Transnefs asset base as per the
2013/2014 version of the Shareholder's compact) before proceeding with the acquisition

Figure [36]'.- Thresholds for process approvals

24.1.1 Primary Mandate (Main AC)

For transactions greater than R450 million in value, the Main AC of a Transnet Entity
Is required to review and recommend the procurement strategy for approval before it
can be submitted to Group for review and approval. Furthermore, the main AC is
required to consider all recommendations from the Entity with regard to the award of
external contracts for the procurement of Goods, Construction Works and Services,
or the disposal of scrap, where the total value of the business exceeds R2 million
(subject to the discretion of the CE to lower such threshold, or to create secondary
ACs - see paragraph 24.1.2 below). Likewise such ACs will also consider any
subsequent amendments to the contracts falling within their Jurisdiction.

24.1.2 Secondary Acquisit ion Councils
The Main AC or the CE of an OD may at their discretion decide to lower the limit set
in paragraph 24.1.1 above and/or Introduce similar secondary structures on local or
regional level, to cater for matters falling below the jurisdiction of the main AC
Where a particular Transnet Entity chooses to create a secondary AC/s, the
jurisdiction of the Secondary AC/s will start below trie R2 million threshold. ODs have
the discretion to set the maximum threshold/s of such secondary ACs to a value
higher than R2 million. This value will then become the minimum threshold of the
main AC of the Transnet Entity.The Terms of Reference of all ACs have been
standardised, except for the ambits and delegations applicable to secondary ACs. The
thresholds must be dearly stipulated In the relevant appendices to the Terms of
Reference of the respective Main and secondary ACs. I t Is also a requirement that
the Divisional Delegation of Authority, applicable to the signing authorities of
Individuals (similar to the Transnet DOA 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)

24.1.3 Functions of the AC

a) To consider all recommendab'ons from the OD with regard to the award of
external contracts for the procurement of Goods, Construction Works and
Services, or the disposal of scrap metal, where the total value of the business
exceeds R2 million (subject to the discretion of the CE 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 (excluding
Confinements) in respect of a contract with a period of more than three 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

e 234 of M l
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unnecessarily, causing delays. Under no circumstances should matters be
referred back by ACs for trivialities.

0 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 three Years regardless of
monetary value, and all subsequent amendments of material provisions to such
contracts.

g) With regard to paragraphs 24.1.3 a) and b) above, ACs or the CE may at their
discretion lower these limits and/or Introduce similar structures on local or
regional level, to cater for matters falling below the jurisdiction of the AC

h) To consider and approve the framing of the OD's Usts of Approved
Suppliers/Goods, as well as any amendments to such Approved Usts, and to
administer such Approved Usts utilised within the OD. This function may not be
delegated to Local / Regional ACs.

f) To consider and make recommendations to the Group ISCM regarding all
aspects pertaining to Transnefs Ust of Excluded Bidders. The GISCM shall
administer the Ust 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
finalisabon 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 AC's 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 ADC, the GCE, the Governance COE (Group
ISCM) or the OD CE 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, Construction Works 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

Page 235 of 24-1
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consider the matter. Refer to paragraph 24.1.6c) below for the procedure to be
followed In instances where the AC still does not agree with the revfsed/re-
motfvated submission of the Manager/procurement.

24.1.4 AC Terms of Reference

Transnet has standardised the terms of reference across all ACs In order to enhance
uniformity In the Company's approach to Corporate Governance. Please refer to
Appendix E to the PPM for the AC Terms of Reference Including the Hierarchy of ACs
across the Transnet Group and the AC Checklist to be utilised during the adjudication
of bids.

24.1.5 AC approvals and provisos

a) The AC does not possess any executive authority to award external contracts for
the procurement of Goods, Construction Works 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

(iv) the contract Is signed by the Manager with the appropriate delegation of
authority.

24.1.6 Disagreement with a decision of the AC

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:-

a) make a revised submission to the AC; or

b) 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

c) should the AC still not concur In the revised recommendation, the
recommending officer shall refer the matter to the CE, who shall rule on the
matter.

24.1.7 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.

24.1.8 Submissions to the AC (Precis)

a) All submissions to the AC shall be in the required format The Secretariat may
provide assistance to draw up a pre"ds. (Refer to SAP CLM and the Transnet
Group ISCM Intranet for the generic templates).
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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 (if practical), 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.
I t Is suggested that submissions are handed In by 12h00, seven Working Days
before a scheduled meeting of the AC.

24.2 TRANSNET ACQUISITION COUNCIL (TAC)

24.2.1 RoIeandFunctionsoftheTAC

The TAC has similar roles and responsibilities to that of the OD main ACs. I t 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 CE with regard to the Main AC will apply to
the GCFO (or his delegate) as far as the TAC Is concerned.

24.3 MATTERS FALLING BELOW THE MAIN/SECONDARY AC JURISDICTION

As a genera! rule, the powers that are normally exerdsed by the AC will vest in the
Manager with the delegation of authority for matters falling below the main AC
jurisdiction if a particular Transnet Entity has no secondary ACs or for matters falling
below the secondary AC/s jurisdiction if the Entity does have secondary ACs. These
Include but are not limited to the following:

24.3.1 Extension of the validity period of bids;

24.3.2 Any contract amendments up to 40% of the original contract value provided the
Increase is still within the Manager's delegation of authority. For amendments
greater than 40%, the matter must be submitted to the relevant AC even If it Is still
below the ACs threshold. Where the amendment to a contract brings a matter that
was Initially below the ACs threshold to a value within the ACs Jurisdiction, trie
contract amendment must be submitted to the AC for approval prior to signature
by the person with the delegation of authority; and

24.3.3 Cancellation/Non award of bids.

24.4 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 Transnet internet site.

24.4.1 The role of the Procurement Ombudsman

June 2-115 Pag- 2V of 24-J
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a) The role of the Ombudsman Is to enhance the integrity and fairness of
Transnefs procurement processes by providing an independent and objective
assessment of complaints which are lodged by unsuccessful Bidders regarding
any aspect of Transnefs 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.

24.4.2 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 CE 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;

(Hi) 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.

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.

24.4.3 The obligations o f Transnet's Operating Divisions

a) Transnefs ODs shall:-

(i) Immediately refer any complaints received over the threshold referred to In
paragraphs 24.4.1b) and 24.4.1c) above to the Ombudsman;

(ii) act within these Terms of Reference;

(fii) expeditiously comply with requests made by the Ombudsman In terms of the
Terms of Reference and Operational Procedures;

(iv) provide the Ombudsman with unrestricted access to relevant infomnation,
documentation or persons In relation to an investigation; and

(v) abide by the decision of the CPO and the CE of the relevant OD of Transnet
regarding the implementation of the Ombudsman's recommendation.

b) Transnefs ODs shall not;

(i) prevent a Bidder from making use of the services of the Ombudsman;
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(ii) provide the Ombudsman with any misleading Information; or

(ifi) act vindictively toward a Bidder who made use of the services of the
Ombudsman.

24.5 CAPITAL INVESTMENT COMMITTEE (CAPIC)

24.5.1 Purpbse

The CAPIC shall ensure that the resources that Transnet SOC Ltd investments 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.

fc 24.5.2 Terms of Reference

O CAPIC shaft:

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

24.6 ACQUISITIONS AND DISPOSALS COMMITTEE (ADC)

24.6.1 Purpose

To ensure that the Board's composition and structure enables it to fulfil the
obligations of the Board mandate and advance and maintain the Group's acquisition
and disposal polities.

24.6.2 Roles and Responsibilities

June 2015 Psrje 239 of
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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

24.6.3 Authority

c) 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 Transnefs
procurement policies and procedures;

(iii) have direct access to any executive of the Group or its subsidiaries; and r -

(iv) make amendments to the mandate subject to approval by the Transnet SOC
Ltd Board.

\ ;
d) The Committee may form, and delegate authority to, committees and may

delegate authority to one or more designated members of the Committee.

e) 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.

24.6.4 Terms of reference

The Committee shall:

0 Oversee an annual review of Transnefs Procurement Procedures Manual and
the Construction Procurement Policy, Processes,- Procedures and Methods within
Transnet Capital Projects and ratify any amendments thereto;'

g) 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;

h) Monitor trends In general procurement spend;

f) Monitor trends in SO spend and progress on plan (includes support of National
Growth Plan, SO, preferential procurement, and Enterprise development);

j ) 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;

k) Consider strategic acquisitions and disposals and make recommendations to the
Board;

I) Consider, for recommendation to the Board, potential private sector participation
models; '
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m) 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

n) 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

o) 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 fn the
normal manner, and then make a recommendation to the Transnet Board.

p) 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.

q) The Committee shall also approve disposals in line with the Delegation of
Authority Framework document

24.7 INTEGRATED SUPPLY CHAIN MANAGEMENT (ISCM)

24.7.1 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 model 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:
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Supply chain governance structures

SSflffiffifr

Group Finance Co

Figure [37] - iSCM Governance hierarchy

24.7.2 Centres of Excellence

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).
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The current COEs within iSCM are as follows (Figure [38]):
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r Figure [38] - Centres of Excellence

24.7.3 Integrated Supply Chain Management (XSCM) Platinum Standard
Framework

The iSCM Platinum Standard framework combines the three levels of supply chain including
the strategic, functional and enabling elements
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24.7.4 Role and Function of Group Chief Supply Chain Officer (GCSCO)

The GCSCO is the head of the Group iSCM Function. He/she is responsible for the
whole of the supply chain function within the Transnet Group. Although the OD CPOs
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report directly to the OD CEs, 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 CEs).

24.7.5 The ISCM Coundl

Group ISCM has been mandated to effectively Integrate all supply chain management
(SCM) activities across Transnefs core businesses, to ensure that the efficiency and
effectiveness of doing business In South Africa Is drastically Improved through SCM
best practices. The ISCM Council is a structure set up to ensure that the ISCM
mandate Is carried out effectively and efficiently.

The Coundl will develop the Supply Chain Management Strategy for Transnet, based
on consolidation of the individual OD/SU critical paths.

The Coundl will ensure alignment of all Operating Divisions' SCM functions in terms
of:

• Processes and Procedures;

• Systems;

• Human Capital Development;

• Strategic Sourdng;

• Contract and Supplier Management;

• Capital Procurement;

• Demand Planning & Management;

• Warehousing and Logistics Management;

• Policy, Governance and Standards; and

• Knowledge Management

The Council will also ensure a uniform strategy with regard to Broad-Based Black
Economic Empowerment It will drive the implementation of B-BBEE initiatives with
regard to Preferential 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. I t will also identify commodity
groups where standardisation across the Transnet Group, or the consolidation of
spend on commonly used Goods, Construction Works and Services can lead to
financial and other benefits for Transnet as a whole (i.e. through transversal
contracts).

For the complete fSCM Council Terms of Reference please refer to the Group iSCM
Intranet website.

24.7.6 Role and Function of the Chief Procurement Officers (CPOs)

The CPOs of the Transnet ODs/SUs 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/Construction Works/Services for his/her OD.
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•n

1 Interpretation and Definitions

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

1.1 "Alternative Dispute Resolution* (ADR) refers to foe process of resoMng disputes among parlies without necessarily
resorting to court action, although the agreements and outcomes may be legally binding. ADR processes Include
conciliation, mediation, adjudication and arbitration.

1 2 "Board1* means the Board of Directors of the Company and Includes the Board when it acts a$ the deemed Authority
under the National Ports Act No. 12 of 2005;

1 3 "Board Reserved Matters" means matters reserved by the Board ss set out in Annexure "A "of the Delegation ol
Authority Framework approved by the Board.

1.4 "CAPIC* means the Capital Investment Committee, a sub-committee of the Group Executive Committee which has
been established to make decisions regarding capital expenditure;

1.5 "CE" means Chief Executive of art Operating DMsion;

1.6 "Chairperson" means the person who Is appointed as the Chairperson of the Board as per the MOI;

1.7 "Company" means Transnet SOC Ltd Including Its Operating Divisions and Specialist Units, with registration number
199OWW9OO/30 and "Transnet" shall have a coqesponding meaning;

1 & "Company Strategy" means the strategy for the Company as approved from time to Bme by the Board;

13 "Consultant" means a person, of partners In a firm, or a company or a close corporation who can provide expert or
specialised advisory skills, but excludes anyone who also carries out Ihe 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 but merely gives a recommendation, based on his
expertise, of the best solution to a specific problem. Thai proposed solution. If acceptable to Transnet still has to be
acquired, bunt 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

1.10 "Delegation of Authority Framework" means this document, reconfing the nature and extent of authorities required in
order to inplement certain actions by or on behalf of the company, including any sub-delegation of authority where
permitted and "Delegation" shall have a corresponding meaning;

1.11 "Estimated Total Cost" (ETC)" means costs planned to bring the project into operation. These Include costs
such as:
• Direct activities relating to the project such as building materials, delivery cost thereof;
• Project managementfees;
• Gate review costs (FEU and 4);

• Transnet Internal Audit Costs;
• Group Capital Integration & Assurance;

• Preliminaries and general; and
• Contingencies.
Typical accounting entry type transactions such as capitalisation of borrowing costs and allocated costs are
excluded from ETC;

1.12 "FRMF" means Financial Risk Management Framework;

1.13 "GCE" means Group Chief Executive;

1.14 "GCFO" means Group Chief Financial Officer;

1.15 "GCSCO" means Group Chief Supply Chain Officer,

Delegation of Authority Framework approved m 25 November 2015 Pays 3
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1.16 "Group Executive Committee11 or "Group Exco" meats the executive committee established to take responsibility for
the day-to-day execution of strategy and running of the Company;

1.17 "Group Executive (GE) or Group Executive nominee" refers to Ihe Group Executive responsible for the supporting
business or hisJher nominee;

1.18 "Head of Legal" refers to the most senior employee with 8 Legal qualification In the respective Legal
Department;

1.19 "International agreements" means agreements vihich are required to be construed In accordance with the laws of 8
foreign Jurisdiction including the neighbouring countries;

1.20 "Memorandum of Incorporation" or "HOI" means the consfitufiva documents of the Company, as amended;

1.21 "Memorandum of Understanding" means a formal agreement between two or more parties. Companies and
organizations can use MOUs to establish official partnerships. MOUs are not legally binding but they carry a degree of
seriousness and mutual respect, stronger than a gentlemen's agreement.

121 "Neighbouring Countries" means countries sharing a border with the Republic of South Africa;

1.23 "Non-Disclosure Agreement/Confidentiality Agreement" means a contract by which one or more parties agree not
to disclose confidential information that (hey have shared with each other as a necessary part of doing business
together.

1.24 "Operating Divisions" means the Operating Divisions of Transnet, namely, Transnet Freight Rait, Transnet Engineering,
Transnet National Ports Authority, Transnet Port Terminals and Transnet Pipelines;

1.25 "PFMA" means the Public Financial Management Act 1 of 1999 (as amended), read together with its regulations'
Including Treasury Regulations;

1.26 "Prescribed Officer" means a person who, within a company, performs any function that has been designated by the
Minister of Trade and Industry in lerms of section 66(10) of the Companies Art, Act 71 of 2008, read wiih Regulation 38.
Within the Company, members of Group Exco are designated Prescribed Officers;

1.27 "Rental" means money payable for the hire of movable and Immovable property in terms of a lease agreement bul
excludes the payment of operational expenses and costs.

1.28 "Shareholder" means the Government of the RepubBc of South Africa represented by the Shareholder Minister.

1.29 'Shareholder Minister" means the Minister of Public Enterprises as defined in the MOk

1 -30 "Shareholder's Compact" means the shareholder's compact being an agreement entered into pursuant to section 52
of the PFMA between the Shareholder representaSve and ttie Board from Erne to time;

1.31 "Specialist Unit" mean ail business units of Transnet which have been deemed 'supporting businesses1 In terms of the
Company Strategy, these include Transnet Property, Transnet Foundation. Transnet Capital Projects and Transnet
Corporate Centre. Where a Specialist Unit GE 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 GE;

1.32 "Subsidiary" means subsidiary as defined In the Companies Act 71 of 2008 (as amended) and Subsidiaries shall have
a corresponding meaning;

1.33 "Transnet" means the Company with its Subsidiaries and Operating Divisions/Specialisi Units as slated In clause 1.7
above.

1.34 "Treasury Regulations" means the regulations issued In terms of section 76 of Ihe PFMA, amended from fjme to time;

1.35 "Transnet Total Asset Base": refers to the total value of the assets In Transnet and is sel at the asset value indicated
In Ihe integrated report for Ihe year; and

1.36 "VAT" means Value Added Tax. All amounts indicated in the document are exclusive of VAT.

Megaton of Authority Framewwt approved on 25 Novemtw 2015 Page 4

0058-0374-0001-0534

TRANSNET-REF-BUNDLE-03486



1599

4.1.3

4.1.4

4.2

4.3

Scope

This Delegation of Authority Framework records the nature and extent of the authorities delegated by the Board of Directors to the
Group Chief Executive, and in turn, by the Group Chief Executive to the members of the Group Executive Committee, in order to
frnplement certain actions by or on behalf ol the Company. It includes, to the extent necessary and/or bddentaf thereto, the
authority to discharge all of the duties, obligations and powers Imposed upon the deemed Authority under the National Ports A d
12 of 2005.

Application

3.1

3.2

3.3

3.4

35

This Delegation of Authority Framework applies to all employees of the Company, including Its Operating Divisions and
Specialist Units, tt does not apply to any of the Company's subsidiaries. The respective Boards of Directors of the
Company wil prepare the requisite delegations of authority for those subsidiaries,

The persons set out In clause 5 below a/e granted (he power and Air 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 n conflict with the following:

PFMA;
Board Reserved Matters;
Memorandum of Incorporation;
Company Strategy;
Shareholder's Compact;
the Corporate Plan, Annual Budget and Borrowing Strategy and/or Funding Plan of (he Company as approved by the
Board from time to time;
Project and Programme Frameworks;
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
Mure financial commitment in terms of section 66 of the PFMA.

This Delegation supersedes any prior Delegations of Authority Framework and takes effect upon the date determined by
tie Board of Directors.

The Delegation of Authority Framework shall be sub-delegated to Group Exco and Extended Exco within 30 days from
the dale of signature by the GCE.

Any proposal for amendments to this Delegafion 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 lo 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;

the powers delegated by the original bearer of authority cannot be sub-delegated further by the designate unless explicitly stated
in the certificate signed by the original bearer of authority; and

the sub-delegated authority may be revoked in writing, at any time by the original bearer of authority.

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

With respect to all matters and authorities specialty Ssted 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 an payments or any consideration made or to be made for any such business activity or transaction^) being
compiled with.
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4.4 The original bearer of authority cr designate must ensure that an the necessary procedures andfcr approvals have been futfaied
prior to exercising any of the matters and authorities listed In clause 5 below.

4.5 AH delegations of authority, signed by ihe original bearer of authority and accepted by the designate, must be died with foe Office
of foe Group Secretariat prior to the effective date.

5 Company Authorities

Units of authority have been delegated by the Board of Directors to tte Group Chief Executive, tn (he Merest of good corporate
governance, approval structures have been established in the Company. Requests for approval must follow the approved
governing processes and stnjctures for recommendation but ffie Una! approval vests Y$I the delegated Individual (for example C£,
GCFO, GCE) 8$ reflected In tte specific delegaSons set out in this document.

tn cases where business requirements necessitate that approval bg 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 rele>/ant
governance structures Immediately thereafter.

The authority lo approve the Corporate Plan and Budget ol the Company vests with the Board of Directors, provided that It must
be submitted to the Shareholder in terms of Section 52 of the PFMA.

Management's Intervention In addressing non-compliance with the DOA

Approval Authority-*

Opefaln] Division*
Approval Authority-*

SpocbSstUniU

O0CE
rQ

Group EJCCO Member
HI

GCFO
Ni

GCFO
NI

GCE
UnEnded

GCE
Unfimted

Note: AH requests for approval of non-compliance must be made by the 0 0 CEASroup Exco member lo the GCE. Together w'tn
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.

5.1 Capital Expenditure

N0TE1: Capital expenditure may only be authorised If the project has been so approved by CAPIC Of 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 Principal Specialist Governance and Assurance.

51.1 CAPEX In approved budget/Corporate Plan: To commence projects (execution funding)

Approval
Authority
—*

Operating
Divisions

Approval
Authority

Specfe&S
Units

ODExcoCg
including

TFR

Up to but not
exceeding
R25CmXon

Croup Exco
Member

Uptobutnot
excefding
R2rjrnOon

TFR
Exco/CE

Up to but not
ttceecfng

W50niacn

GE:
Transnet
Property

Up lo but not
exaedng
RSOmfflon

CAPIOGCF0

Up to but not

exceeding
R30CrrJicfl

C A P £ « C f 0

Up to but not
exceeding
RSOOmlEoA

Group Exco
K3CE

Up to but not
exceeding
RIJHfcn

Group Exco
rGCE

Up lo but not

eiteedhg
RiSfcn

Acquisition* ind
Disposal)
Commit t «

Up to but net
exceeding R2b3Gefl

Acquisitioni and
Disposals
Commftte*

Up to but not
exceeding R2NUon

Board

Uptotxjtrct
exceeding
R52b3ion

Board

Up b> tut not
exceedng
R5.2t>iffon

SharetaloV

Minister

Exceeding
R52bXcn

Shareholder
Minister

Exceeding
R5-2tBion

Refer to Materiality and Significance Framework. If the set limit (R5.2bil!ion) is exceeded then the Board has to consider and
recommend to Shareholder Minister for approval.
• Approval fimlts are per Individual project reported on a monthly basis to Group Financial Planning,
t Amounts Indicated above exclude the capitalisation of borrowing costs.
• AB1CT projects requiring approval must be signed off by the Group Executive: EIMS.
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• Acquisitions and Disposals Committee refers to the Acquisitions and Disposal Committee ot the Board.
• Group Exco/GCE to be the final approval gate for all capitafisaBon of maintenance projects (COPEXJ single or multi-year

irrespective of the value of the project provided that It has been included In the Corporate Plan.
• It is mandatory thai submissions to the Group Exco/GCE have been recommended by the approval bodies leading up to the

Group Exco/GCE U . OD CAPIC and Group CAPIC.
• Front end feeding { F a ) studies are to be submitted to CAPIC based on the vaVie of the underlying asset on which the study

Is conducted, e.g. If Ihe FEL study Is for an asset foal exceeds R250miDion {R450mS5on for TFR) then the PEL study
irrespective of Its stage requires approval fron) Group CAPIC Please refer to the Accounting Policy for Conceptual, Pre-
feasibfTily and Feasibifity Studies when capitaGsing FEL studies,

• Approvals exceeding R2bflfion but less than R5.2bfDion in ETC a/e lo be reported to the Shareholder Minister

5.1.2 Unforeseen CAPEX (nol included In budget/Corporate Plan)

C\

Approvi!
Authority
—*

Operating
Ch&fti

Apprwil
Authority
— • *

Specialist
Units

ODE«o.lC6
excluding,

TfR

Up to but nol
exceeding
R50mrEon

Group Exc&
Member

Up to but not
excee£ng
R2Cm3Dofl

TFR ExttrfCE

Up lo but not
exceeding
R75m3Ecn

G&Transnat
Property

Uptobutncl
exceeding
RSOmiSon

CAPIC/GCFO

Ujptabulert

R4COir£Ecr.

CAPC/GCFO

Up lo but not
exceeding
FWCOirjEcn

Group
Exco/GCE

Up lo but rot
exetedirj
RSOCmBon

Croup
EredQCE

Up lo but nol
exceeJno,
RSCOmEcn

Acquisitions tnd
Oispotils Corwitt i t

Up to but not
exceeifcg RiWScn

Acquisition* tnd
Disposals CommfttM

Up to but net
excudfTgRibiScn

Board

Up lo but not
exceeding
R5ibH!Ico

B « r d

Uptobulnot
exceecTmg
RWMSon

Sharehokftr
Mintster

Exc£«Sng
R5.2b2fion

Shareholder
Minister

Exceeding
RS.2baion

Refer to MateriaSty and Significance Framev/ork. If the set Omit (R5,2biilton) Is exceeded then the Board has to consider and
recommend to Shareholder Minister for approval.
• AH unforeseen Capex approved by Operating DMsions/Spedalist Units wilhin their deiegaled authority, must be reported on

a quarterly basis to Group Financial Planning.
• Amounts indicated above exclude the capitaDsalian of borrowing costs.
• All ICT projects requiring Transnet approval must be signed off by the Group Executive: Enterprise InformaEon Management

Services
• Approval Emits are per project at OperaBng Divisional level and Transnel Property level subject to an aggregate divisional

Imit of R250million per annum {for ODs and Transnet Property) and R450mfllion for TFR on condition thai divisions remain
within their annual approved capital budget (refer lo 5.1.3.1).

• Divisional Investment committees are to monitor the Emits pertaining to the respective 0 0 and to escalate submissions to
Transnet if the respective 0 0 limits are reached.

• If an unforeseen project v/31 result in the divisional 7 year Investment plan being increased (hen Group Exco needs to fce
approached for approval.

51.3 Increase in Estimated Total Cost (ETC) of Existing/Approved Projects

Approval
Authority —

OpereSrc
Ovtsicns

Approval
Authority-.

Sp«dafist
Unas

OOExcoCE
excluding TFR

ETC maybe
Increased tea
ntannumc/
R250nillon,

increases b«yoful
Biisamxntmaj
only te approved
at Trarsnet Level

Group Exco
Member

ETCrrjybe
tareasedtoa
rnxdrrumor
RTOniiSon,

Increases beyend

TfRExcc/CE

ETC may fce In creased lea
maxmsR of R450mSicn,

Increases teywd tfa amctni
may cnJy be approved el

Transnet I r / t i

GE:Tnnsfi»l Property

ETC may be iweawd to a
maomurn o< R50mSon,

bOESs«s beyond [his amouni
ray only t * approved a

Transn« Level

CAPJC/GCFO

ETC maybe
fcressedba
maximum of
P^OOrtScn

CAPKXCFO

Group Exco/
GC£

ETC maybe
ircrE3sedioa
ittttJniurncf
RUtHon.

Group Exco/
OCE

ETC may be
hatxedtot
(rsdnurmof
RUbOcfl.

AcquhXJons i r d
DfepOMli
CommtttBi

ETC may be
h-creasedbs
manmumof

R2tiCcn

AcquIsSIont and
Dlapostts
ConurJttet

ETC may be
b-cfcasedba
majdmumof
JOtttoi

Beard

Ejtce«fing
R2taVxi

Boird

ExcxecSng
R2tEUon
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I 1

n
IfMBmountmay
on!/be approved
alTranswt Level

re2se 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%.

• All ICT projects requiring approval must be signed off by the GE: EIMS.
• All cost Increases h 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 borrcwlng costs may be approved by the OD Exco/CE. Project costs and capitalisation of borrowing costs
are to be managed separately end may not be expended on projects interchangeably.

• increases In ETC of a project that results In Ihe project exceeding a specific committee's approval BmR needs to be submitted
to the next approval body. If CAPIC approved a project al ETC of R700milfon, end the increase required Is R200mBliori then
ffie final approval body for the Increase uTfl be Group Exco as the new ETC of R900million is beyond CAPICs DmiL

• Requests for increases In ETC need to be submitted to the approval body that originally approved the projecL If Board
approved a project to the value of R2.1bilfion. any Increases to this project v/iB require Board approval.

5.1.3.1 Any increase in excess of the annual approved capital investment budget must ba submitted to CAPO3CF0 for approval. Where
the GCFO has approved an increase, (he submission should be tabled at the subsequent CAPIC meeting far informaCon
purposes.

5.1.4 Approval of Front-End Loading (FEL) Studies
Front end loading (FEL) studies are to be submitted to CAPIC based on Ihe value of the underlying asset on which the study is
conducted e.g. If the FEL study fs for an asset that exceeds R250million {R450mi]Tion for TFR) then the FEL study irrespective of
its stage requires approval from Group CAPIC. The following limits apply In instances of Ihe FEL study Itself.

Approval Authority

Orerafrj Division

Approval Authority

SpedaBSUniS

OD Exco/CE excluding
TPR

FEL stuSes coxjucfed « i
usets nd exceeding FS250

mUSon

Group ExcaMimber

FElitwSesecndueledon
assets not «ce«5ng R20

mien

TFREICO.-CE

FEL slrtfea ccfiducted en
assets net exceeding R45O

rrJEon

GE: Trans net Property

FEL studies conducted en
assets nd exceeding Raj

mBon

Capic/GCFO

Up to but nd
exceeding
RSOCmrlion

CapfcBCFO'

Up lobutnot
exceedr-10
RSCflrrJBcfl

Group
ExccJGCE

Uplobut
not

exceeding
R1.2biSicn

Group
Exco/
GCE

Up to but
net

exceeding
RUfclScn

Acquisitions
and Disposals

CommftlM

Uplobut net
ttcttSnq
R2bSon

Acquisitions
«nd Disposals

Committee

Uptobulnol
exceeding
R&Son

Exceeding

Board

EicwSnj
Ft2biBon

D
• Umits are per FEL study
• The study to be managed along the same principles as a project
• FEL studies to be managed and conlrofled by an appointed project manager to ensure efficient utilisation of Trsnsnet resources

51.5 Hatters pertaining to the Scope of a Project
Schedule:

• Project timelines may not exceed the end data contained in the business case by more than 12 months with no cost
increases

• Approval to be sought from the original approval body at the earliest discovery that the 12 month fimrt Is going to be
exceeded.

Physical progress:
• Scope changes of more than 10% of the original scope requires approval from the original approval body,
• Funds allocated for lufure scope Hems may NOT be utilised to fund current Hems (hat have depleted their budgets and

contingencies provided spedficaDy for the Item

5.1.6 Asset Write-off/Scrapping: Movable Assets
Approval Authority

Operating DmsScns

OOExctfCE
MCludlfHiTFR

Uplobut not
etceedmg .
RiOmSon

TFR
E K O T C E

Up to but not
exceeding
RSOmSon

CapidCCFO

Up to but not
exceed*?

RtOOmTScn

Group
ExcoTCCE

Up 10 but not
•JCCMdrg

RftOmSon

Acquisitions and
Dif DOS al l CommfttH

UptobutnctBcceetfng
R700miHofl

Board

• Exceeding
R700mBcfl
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o

Approval Authority

SpofelsJlhils

Group E*coMemttr

Up to but fid eicewSng RSirZica

Capfc/GCFO

UfltofcCtDOt

RtOOmiBon

Group Exec/
GC£

Up to bd not

R250mfficn

Acquisitions and
DJipcsabComrnftiit

Uptobutnofexcee&ig
R7D0mflfcn

Board

EJcerfig
R700nu5ai

Refer to Materiality and Significance Framework. If the set Emit (currently RaibillionJ is exceeded then the Board has lo consider
aid recommend lo Shareholder Minister for approval.

• The above amounts refer to net book valua and pertains to the cost actually paid for the asset (revaluations are excluded)
and are a cumulative annual limit Write-offs below RIDm and above R50m (n the case of TFR must be reported to
CAPIC/GCFO quarterly.

• Divisional Investment committees are to monitor the limits pertaining to the respective OD and to escalate submissions to
Transnet ff the respective OD Emits are reached.

5.1.7 Asset wrlte-off/Scrspptng/DemoIiUon of Immovable Assets (excluding land) e.g. buildings, structures

Approval Authority
—*

OfefcLng Divisions

Approval Authority
—*

Specialist Units

OOExco/CE
excluding TFR

Up to but not
exceeding
RIOmBfion

TFR
Exco/CE

Uplobuirt f
exceeding
R50m3rwfi

Group Exco Member

Up to but no! exceeding RSmilSon

Caplc/GCFO

Uptobt inct
exceeding
R150miBon

Caplc/GCFO

Up lo but not
exceeding

R100m3Tion

Group Exco/
GCE

Up to but not
exceeding
RHOmtion

Group
Exco/GCE

Up to but no!
exceeding

R250m5Tson

Acquisitions end
Disposals
CommiHM
Up to but not

excwdiig
R300mfflion

Acquisitions and
Disposals
Committee
Up to but not

exceed&ig
R300miKon

Board*

Exceeding
R3C0miflton

Etoard*

ExceetSrg
R300miBfoft

•Refer to Materiality end Significance Framework. If Ihe set limit (currenlly R5-2billion) is exceeded (hen the Board need to
considerand recommend to foe Shareholder Minister for approval.

• The above amounts refer to an estimated market value at that potnl in fime and are a cumulative annual limit.
• Divisional investment committees are to monitor f ie limits pertaining to the respective 0 0 and to escalate submissions to

CAP1C if the respective 0 0 fmrts are reached.
• Write-ofe below RIOmiflion and below R50mDrton in ffie case of TFR must be reported lo CAPIC/GCFO quarterly.

5.1.5 Disposal of Movable Assets (excluding sale of scrap)

Approval Auihority

Open&rg Dr/bbrts

Approval Authority

Specfe&l Units

OO&cca/CE'

Up b but noi Btce«Sig R50miGon

Group Exco Member

Up to bol not ect td in j RSnScn

CjpkKCFO

Upbtutnc l
eatnexfvig
RIDOmffion

CapieffiCFO

Up to but n d

RICOnuTiCfi

Croup
ExcoffiCE

Up ID tui not
exceecBng
R250mScf>

Group
ExcoftXE

Upbbutnoi

R250mfficn

AcTjutsitkHn and
(Xtpotik Commrttei

UplobutnotucMdird
R700maioo

AcqufsHfoni »nd
Dfspcsab CoflvnfttH

L^IOtuldotetceecVrg
R700mJIoo

Board**

Exceeding
pyOOtrXtca

Board"

E««dfig
R7Cfl(ri5cfi

The above amounts refer to an estimated market vafue end are subject to a cumulative annual limit of R200million. For sate of
scrap pfease refer to 5.5.1.
• Divisional Investment committees are to monitor Emits pertaining to their 0 0 , and to escalate submissions to CAPIC once the

respective OD limits are reached.

"Refer to Materiality and Significance Framework. If the set emit (currently R5.2bB[ion) Is exceeded, then the Board need to
consider and recommend to the Shareholder Minister for approval.

51.9 Management's intervention hi addressing non-compliance with regard to the approval of capital projects

Ajprovsl Authofttv -*
OperaJnfl Divisions
Approval Authority —
Specefat IWB

0OC6:O0
M

Group Exco Mimbtr
Nl

CCFO

GCFO
PS

GCE
Unfimited

GC£
Unfrnfef

DetejaJon of MSxrty FfBmewwt approved on 25 Woventer2015 PageS
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• Togefter with Ihe application for approval of non-compliance, the requestor must advise on the steps/corrective measures
taken lo avoid 9 repeat of f ie iransgressJon within 30 days of the transgression being discovered.

• If the approval of non-compliance results In the annual divisional budget being exceeded, (hen the request must bs submitted
to CAPiC for approval (refer to 5.1.3.1).

5.1.10 Alienation/acquisition or Immovable property (land and servitudes)

Approval
Authority-*

Opera 6rg
Divisions

Approval
Authority-*

Specialist
Units

O D E K O / C E
excluding TFR

Up lo but not
exceeding
RlOmBion

Group Exco
Member

Up b tut not
receding
RimJEon

TFR
ExccfcE

Up to bm noi
exceedng
RSOmiBari

GETmtsnet
Property

Up to but not
exceedng
RIOnvBon

Capic/GCFO

Uptotwtnot
exceeding
R2C0mJ5on

Ciptc/GCFO

Uplobuttid
exceedng
R20Crr7fcrt

Group
EucJGCE

Up 10 but not
exceeding

R35Crflion

Grotrp
Exco/GCE

Up to but not
wceedirg
R350rrfliDl

Acquisitions and
Disposals
CommfUee
Uptofcutnet
exceeding
RMOmffion

Acquisition) and
Dfsposits
Committee
Uplofcutnoi
exceeding
R5O0rr£5on

Board**

Exceeding RSOCmEcn

Board"

Eweed^s R5CCni3oo

•Refer to Materiality end Significance Frame'-vofk. If the set limit (R5.2bi!Ion) is exceeded then the Board need to consider and
recommend to the Shareholder Minister for approval.
• Approval Emits sre per transaction and ere v/fth reference to market vabe
• All transactions entered into In terms of the above must be reported lo CAPIC/GCFO
• Only Immovable property on &ie non-core Rsl, may be disposed of (refer lo 5.1.8.1), such disposal may only be done through

the Transnet Property.
• Amounts Indicated sbove exclude the capitalisation of borrowing costs.

5.1.10.1 Newly Identified properties to be Included on the non-core list (Book value of Individual properties)

GE: Transnet Property

Up to but not exceeding RSOrriEcn

GCF0

Up b bm « l
exceeding
RIOOmiEon'

CCE

Up la bul not
exceeding
R200mSon

Acquisitions and Disposals
Committte

Up to but net exceetfrifl RJCCmJJoo

Board

E»ceedrg R300mfl5cn

5.2
These disposals must be reported to Capfc//Group Exco/Acqulsitions and Disposals Committee/ Board.
Treasury
Treasury Policies

Approval Authority - »

F îanciaf RsJi
Man^ement Frsmeworit

GroiJp
Trtasvnr

Recommend

aFo

Recommend

GCE

ReconmeM

Risk

Nofng

Audit
Commlttet

Reccmmend

Board

Approve

52.1

NOTE 1: Only approved financial instruments as approved in terms of the applicable Treasury Financial Risk Management
Framework approved by the Board and subject lo such ImJts determined In accordance v/ith such framework may be utilised in
the Treasury operations.

InterTransnet Debt (Treasury Inter Transnet debtwrlte-off)
Approval
AuthoritYj!-
OperaSng
Divisions

Specialist
Units

Deputy Treasurer:
Operations

Up to but not eiceeifrg
KSfflrfion

Up to tulnol exceeding
R2mZicfi

Group Treasurer

Up lo but not exceed^ RlCmakx)

Up to tut not exceecfirg RlfrrifoA

CCFO

Up to but roie^ceecSng

R2CmiBco

Uptobutnotejiteetfing
R20n«icn

GCE

E (Ceding R2Cm9on

Excesdrg R2Cm?fcn

AJ breaches of the sbove limits to be reported to toe Audit Committee.
External debt write-off on financial fristruments due to counter-party IquWaBon may only be approved by the GCE.

5.2.2 Maximum annual loss on all repo activities (Realised and unrealised)
Approval
Authority-*

Creep

Tradim j n d CWaf Trader

Up to but not exceed
Rlmilion

Oeputy Tfeasurtr, Front Office

UptotKjtncteweiSrg
RiSmOon

Group Trtasurw

Uptotutnoi
ewewfing
RZSnJSon

GCFO

Mplobutnol
eJceecTng
RSml&on

GCE

Exceeding R5mflicn

All breaches of the above Emits to be reported to the Audit Committee
Note: The above Emits are aggregate desk limits
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5.2.3 Buy and sell back and sell and buyback transactions [Expressed in nominal terms}

52.4

5.2.6

Approval
Authority-*

Gwp

Duration l i r i

Traderi

Up to tut net
exceeding
R25ftri5cn
2weefc»

Chief Trader

Uptototne*
exteefing RMOffifficn

3weefci

Deputy Treasurer:
Front Office

Upbbutnct
exceeding R750mffion

Imonth

Group Treasurer

Uptobulnotexresdnc,
Ribiltan

Imcnth

GCFO

Exceeding R1 tfflion

> 1 ir.or.tfi

52.7

All breaches of the above limits (amount or tenure) to be reported to ffie Audit Committee.
Approval limits are per transactioa'event.

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

Approval
Authority-*

Group

Traderi

Up to but net
exceeding an
eggregale
equVafent of
J2Qrrffionf«(!ay
(deskioy)

Ctiftf Trader

Up to but not
exceedngen
aggregate
equivalent of
S4QrjiBonF«
day (desk KSsO

Deputy Treasure Fror.t
Offici

Up to twi not fcceefrp; an
£$Sres3fe equivalent of
$ lOOmSion per day [ie&
tdil)

Group Tnasurar

Up to but net
exee«Engan
aggregate cf

)250miEonF«'te/
(<f£sx total)

GCFO

Exceeding i Ceij equvifent cr
$250rn2Eon (d«h toteQ

All breaches of the above limits lo be reported to the Audit Committee.
5.2.5 Foreiga Exchange Hedging Transactions New hedges or re-alignment of existing hedges (expressed in USD equivalent)

Approval Authority - *

Group

Tenura

Deputy Tf »s jurer Middle
Offic*

5ubmis5*x>ns not exceecSnf
SIQmSon

Hd exceeifirg 13 Mculhs

Group Treasurer

Scbinssiors nol exc«e<Srg StOCrriSion

H d uceaiirg 3 yean

GCFO

Submissions ex:e«5rg SiCOmlflon

ExceetSng3y?ars

AS breaches of the above Emits (amount or tenure) to be reported to the Audit Committee.
Foreign Exchange Hedging Transactions: Extensions, early take vps (expressed In USD equivalent)

Approval Authority

Group

Trader*

tioteueecTrig&ft
agp/egafe equivalent of
S20ml&onperda7((fesli
fetal)

Chtef Trader

Not exceetSng M
aggregate tqirtkni of
S50m2&at per (Jay [desk
tofcf)

Deputy TriajLinn Front
Otfict

Net ei««5ng en eggrega^
ec îivaient of tiOOrwltai per
day (cfesk bt^}

Group Treasurer

Exceeding an ecgre^e cf $ lOCmficn
F«r da/ (desk Idal)

AD breaches of the sbove Emits to be reported to the Audit Committee.
Mots: Where no specific limit is mentioned, the FRMF policy on foreign exchange rate risk will apply.

Approval of FX hedges ta 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

Net exceeding SlGmScn

Chief Trader

Not exceeding S25mfficn

C«puty Treasurer Front
Offict

Not &tce«rr$ S ICCrrjKcfl

Group TrtKurer

Exceeding tICOmficn

528

All breaches of the above f mils to be reported to the Audit Committee for noting.
The above Imits are applicable per agreement
Mote* The Business Units must always obtain quotes on FX forward rates and Ii2ise with Ihe Treasury Trading desk that win

verify the rates to ensure it is market related. The Business Units can onfy enter hto the FX hedges with the supplier once
the rates are accepted by the Treasury Trading desk via e mail. Once the 2bove approvals are obtained, the Treasury
Traders w3l provide sign off on the rate acceptance.

Interest Rate Risk Hedging

Approval
Authority

G<ntp

Tenww

Notional Amount!

Hotional amount of hedge expressed in RAND or
equivalent In USO (FX toanj and leases)

• Group TrMlurtr

UplobUrutexceetfrgRibficn or
equivalent In USO

Notexceedng5years

GCFO

Exceeding Ri&Oicn or equivalent in USO

Exceeding i pears

Defegafen of Authority Framanni approved on 25 Ncven*w 2015 Page 11
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AI breaches of the above limits to be reported to the Audit Committee.
Nole: Where no specific lanit is mentioned, the FRMF policy on Interest rale risk will apply.
The abova remits are epplicable per hedging submlssioa

5.2.9 Hedging of fuel risk exposures {RAND and USD)

Approval Authority - •
TWUTB

Nctonaf hedge expressed in
USD Of cour ted ! klRANO

. - Group T r » « u n r
Hot e n * « * i g 6 montfa

Not cxcectSng S50m5en w p?iiva!ent in RA>D

GCFO
Ko( exceerfnq 13 months

Eacee<5r<j SSdriScn cr eqvivalenl in RV iD

A I breaches of the above Emits to be reported to the Audit Committee.
Note: The maximum hedge should not exceed 75% of annual budgeted consumption.
The above Emits are applicable per hedging submission.
Note; Where no specific limit Is menBoned, the FRMF policy on commodity (fuel) risk wfl apply.
H«dging of commodity rislt exposures In supply agreements. Including escalation {other than fuel) In FX or RAND5.2.10

AB breaches of the above Emits to be reported to the Audit Committee.
The above limits are applicable per hedging submission.
Note: Where no specific Emit is mentioned, the FRMF policy on commodity risfc will apply.

5211 Granting of InterTransnet Loans (Interest-bearing only) to divisions/specialist units

Approval Authority - •

Tenure

NoConal hsfce excrewed in RAND
Ncftftai hef te excresied m USD

Group T r e w u n r

Not exceftSflj 24 mcnlfis
Noteaceetfmq RlGOmifan
NctexcwfriqSIOirSon

GCFO

ExreeSnct 74 months

EwwSngJjtiCOrnffion
FjceecEri] SlOmiicn

AppnwafAuuiorily
•-•

Operating Divtsjcn
Sproansl UnH

Pepuly Jnaunr. Front Offict

\)£to but not c c M * g R750rnlion

Up to but not exceeiTflO RIOmHon

Group Treasunr

Up to t^yt net eiraedrg R1 NSofl
Up to but net «xzte$r<q RK^itlSai

GCFO

ExceednqR) bBoo

Exce«(5r<jR25(rilffln

These above limits are cumulative per 0 0 / SU per financial year.

Letters of Credit
Approval Authority

Transnet

D«pu1y T r m u n r Front Ofi ict

Up b Iwi not exceedhg R230mnDcfi

Group Tnasu rv

Up to but not
e icwf lnq RSCOnJSon

GCFO

ExceeiSng
RSOOiriRoR

52,12

AI breaches of the above limits to be reported to the Audit Committee.
The above Imits are per Letter of Credit

Funding Portfolio

NOTE 1 : The total 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/Borrov/ing Plan.

NOTE 2: A Signatories mean, subject to such approvals by the Board and the Minister of Finance In terms of section 63 of
the PFMA as may be applicable, the Group Treasurer end any other officer so designated In writing by the GCFO.

8 Signatories mean, subject to such approvals by the Board and the Minister of Finance In terms of section 63 of
the PFMA as may be applicable, persons so designated In writing by the Group Treasurer.

5.2.13 Limits for approval and signing of funding agreements per financial year

ApowalAuihort ty —
Tapping of bends f n accordance w t t Ihe
apt rjwwj FtiKfinj Flan a « apjrrcwd by &W
Bcsnfl

Ea ik lac&e*

Draw&mn oo Ovemighl fedifes Wudng
RevoMnq C / * a Facffiffes "

Commercial Pawr

Loar4

Group Trvaiurir
*

Up to but nd exceeding
RftSoi

.
UptobutnctsxceedVtg

RibSon

GCFO
Hal exceeding Ribificn

EtteetSng K W I c n

Not «JC««*no R56«cn
Up to but not n c « e ^ R2.5WBon

GCE
Effeediig R5bBcn

No Imt app ie i

Exceeding FUtMcn

ExceedinQ R5b»cn

Ejceedirig RZSbOon

Mesa fcn o(Auff«rty framewofk afprovedon 2S Novwritw 20)5
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Export CredH Merer supported tadrq
Up b but not excKcSng RibiSfon
rJewdcmestc bond esue* (in accordance irtfi
t w approved Funding Plan or « approved by fre
Board)
Dertfcpreenl Fnaice InsBMJcn Kmdr,g

Fcrtijn funding

Any other source of funding not ibf utsttd stove

UptottrtnolBcceecVg
RibEEcn

Uptototnotexceedir.5
SiOOmiion

Up to tut not exceeding
RIMSon

Up lo but fid exceeding R2tffion

Up to tut net exectting R2.StijM

Up (o bet net exceeding $25Cin3iGn

Up lo tut net Exceeding R2tffion

Exceeding R2WS«

Excea£pQ.R2.SttIfcn

Eawfmg 5250rreIcfl

EweafiTfl RIMBcfl

The afcove is kirthef subjected to It* Mewing, anroal aggregate Imil
RStiiScn Rizs t i ion Ura'fed to Ihe ennuai Ecard

apprwsd foiNfr-q plai

The above is subject to the following:
• Be executed in accordance with (fie approved funding strategy 2s incorporated in the Corporate Pten (including any

epproved amendments).
• AJB breaches or the above limits to be reported to the Audit Committee.
• The GCE can increase funding requ'/ements up to 10% of Board approved Borrowing Plan and this reeds lo be ratified by

Board. Any funding increase above he 10% can only be approved by the Board.
• Any increase in the funding requirement beyond wha! was Included in Corporate Plan Is to be notified to the Shareholder

and he Ministry of Finance.
• ' Bank facilities must be approved and signed by either the GCFO or GCE.
• " Appficabfe on outstanding balances.
• The Group Treasurer must sign all Funding Agreements within their delegated authority limits, together with the GCFO

signing es co-signatory
• The Group Treasurer can approve al drawdowns and sign any ancillary transaction related documentation required from

time to time irrespective of the amounts involved.
• Pricing Supplements for new lisBngs, erisling bonds and commercial paper to be listed on any exchanges must be signed by

theGCFOandGCE.
• Final Terms for new listings on international exchanges must be signed by the GCFO and GCE.
• The Group Treasurer is authorised to sign all ancillary documents related to listings in local and international exchanges. '

5.2.14 Signing of legally binding agreements in respect of Treasury related activities not listed In 52.13 above. (Such as ISOA,
IS MA, JSE client agreements, data subscription agreements)

Only tha GCE a tt GCf 0 have authority B sign. The Group trcayjrer rw / ign »ift a saeeiied tfc'egat'cn of authority.

O
5 215 Counterparty Limits: Setting of Limits

o Approval Lr/el
Group Trtssurtr

Price Ris* Unit* zfQSni*

Reccffimen&ticA of £cnd tsjva end
Bond Issuer Unfo
Reccmmen&Con of Settlement
LIrrfa*
Recommendafon of Emits where the
Company b exposed to counterparty
fcsoer risk ts a mA of atance
payment guarantees, performance
bcrids, relenSon bends etc issued
under supoSer aqrtemwttoitracts1

GCFO

PiiccRsk Limit) <
R250mfl5co»

ApprovaJ of Bend bsua and Bcrd Issuer
Limits
Approval of Siteement Urrits'

Approval cf lrWl3 Khera tfia Ccmpsny b
exposed lo counterparty ksuer risk as a
result of advance payment Guarantees.
perSymance bonds. retenUw tends t'x.
issued under suppGer tgreemetiifcontects1

GCE

Price fSsk LPISJ %
WWmffion1

Audit CommittM
Ccunif Paity Rfck Umftj'
Oma l ccunlerparty Emit (as calculated i i
•newMFRUr)

Note: Where no specific Bmit is mentioned, the FRMF poficy on Counter Party Risk will apply.
Note1: The epproved counterparty Emit may be utilised for price nsk. 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

Note1: Secernent risk limits are set at 1.5 times the approved counterparty limit as stipulated in the FRMF and MO be approved
with (he counterparty BmrL

Note1: In respect of counterparties not approved by Audit Committee

Deta; stbri DfAufrcrily Framework approved on 25 Novemt«r201S Pa;* 13
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5215 Appointment of Commercial Bankers and the Opening of Bank Accounts

ttorau

Process
tofoflcw

Grouo Treasurer

Recomrnerjfe fcn b open bank acaxnts and r «
eppcfchierit of barters.

GCFO

Approval ofnew bant acccunis aid t* ffpoirlTienl of bankers and t ie approval
cf a l dMumenlztfcfi reiaEng lo fii* ccccunts. fccfcftng electronic baridrg
docurnentafon.

There b no detegaion to t i y Oft'SU lo Bppoint comrneroai bariers cr to Cfen tanX accounts, dcmestJCEfly cr intemafaiely, oily fce GCFO
may make such 8ppeWir.eils.

5 2.17 Authorisation of cheque signatories, Test keys and EFT'S

Sflflinp Ct>equ«
Eflfiiifl T e l keys fcr payfnc/receivinq
Electronic transfer of funds

Two A signatories or one A end C M B signatory
Two A signatories or one A end one B skjnaiwy
Tvro A signatories or ens A and one B sanatory

5 2.18 Payment Instructions and confirmation notes

Earing payment tefrdforis/ rece'pts/
sertemeriliraEfticfair
Signiig ccn&rmaScn notes in respect of
apqrcved In«^,da( Knsactfcns ewafled:

T*o A sgnatGries a one A end ere E s;gna'cry

OneAtignair/

Comcariy*fe!e
Board

Afftove &i« ai tx id Ecffowirfg Plan fcr exeai6«i by Treasury

5-2.19 Approval oT Annual Borrowing Plan

52.20

S 2.21 Issuing of Guarantees (subject to requirements of section E5 of the PFMA)

Annual Borrov/ing Plan to be recommended by the Audit Committee for approval by the Board.

Authorisation to enter Into binding transactions

ComparywA
Group Treasurw

Aufrcrtse Treasury employees lo enter into bindinq financial transacEcns en fceridl ol Transnet

CompanyVite

Group Tnasunr
Uplotwtnot
eiceedlnq SSfrJScn

GCFO
Uptotutnotexxedirg
R20Omffion

cce
Up b but not exceeding
R500mTBon

Board

Exceeding RSOOmSon

AJI breaches of the above imits to be reported to the Audit Committee.
The Umits are per transaction.

5 2.22 Issuing Utters of Support

Co/noanywide
Board

Only l ie Board ol Directed has auSrcfity to issue letters ol support

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

Cofflcan/AWe

GTOUD Treasurer
Uptabutnoteiceeding
WKWt lM

GCFO
Up to but n d exceeding
RSOOmlofl

GCE
UplobutROttceeding
RlbiKon

Board
EneednjRitiBcr.

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

5.2.24 Guarantees resulting from Supplier Agreements

NcCcnal Value per
OOf v (narcfel
Ytar
Issuer Acceptance

CFttOO

Uptotutndexceetfng
R20drAon

Dflptty Tnasurtr Mkttlt
Offlci1

Uptobutnotexceec^g
R250mSion

AD issuers

Group Treasurer1

Up to but nol
exceeding RSOOrnaSon

Al issuers

Group CFO1

Exteedkig RSCOrrBicn

Al Issues

• The Smits are cumulative per OO/SU per annum.
• The 00 is required to obtain legal scceptance from the Divisional Legal Department and or Group Legal in respect of all

Guarantees.
• Guarantees should be constructed In a manner (hat they become payable on demand
• The minimum long-term credit rafing requirements may be acceptable under ihe following-*

- A* from Fitch Rating Investor Services or Standard & Poor's Rating Services or A3 from Mood/s Investor Services;
- Issuers not rated by a recognised credit rating agency w3l nol be accepted, unless specific approval has been obtained

from GCFO that internally developed credit rating of the Issuer Is acceptable;

DetegaSon cf Aitfort1/ Framework approved on 25 November 2015 Page H
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OW<J

- Group Treasury may elso consider en equivalent ra&ig from other recognised rating agencies as contained In the FRMF.

Note: The approvals o f w are additional and do not include the amoun! of lower level authority.

5.3 Finance

5.3.1 Bad Debt Write-off

Trade Debtors

Approval
Authority

OperaEr-a
OMstos

Approval
Authority
—*

SfedaSst
Urts

OOExco/CP
excluding TFR

Up to but nd
exeeecV-g
RlCmOon

TFRExco/CE

Up la but no!
exceedirg
RMmSia)

Group Exco HemUr

UptobctnolwreftSng
R5mI5cfl

CCfO

Up la but net
fxcttdJngRIM

mKicn

CapWGCFO

Uptobtrtncl
exceeding RtQO

irJicn

Group Exco/
GCE

Up to but not
exceefnu R250

nflien

Group Exco/
GCE

Up to but not
exceaSng
R250mISon

Audit Committee

Up to but net
exceeding RSOOrnl on

Audit Committee

Uptobutnoi
exceeding RSCQrrJ en

Board**

Exceerfng R500 rrilicfl

Board

Exce«rrgR500n«5cn

"Approval limits ere RiOmiUion and R20mlflion far TFR per transaction subject to an annual cumulative limit of R50 million and
RtOOm for TFR. SpedBlist Unit limit is RSmHIion cumulative per annum.

5.3.2 Setting of limits for credit facilities (Trade debtors)

Approval
Authority

Gperatng
DMsicns

Speciatt
UriS

Divisional CFO
excluding TFR

Up to but nol
«ceedinfl RIO

mfflfen
Uptobutrci
ezcEe<TingR5

mJlon

00&C0.CP
«xclud[ngTFR

Up to tut nol
exceed^ R20

rriEfcn
Up to tut not

exceeding R tO
niBoo

TFR CFO

Up to but nol
«xceedinti R IM

mffion

n/a

TFRCE

Up to but IK*
etce«5ng
R150m35on

rJa

GCFO

Up to but not
excewfing R3CG

m3>on
Uplobulcot

exceeoV^RJJO
mlion

GCE

E>«*(firg R3COmt«jo

EocecSng FUCOmTion

Limits are per indp/idual customer/cftenL Credit Lmits are to be reviev/ed on an annual basis. The limits are applicable subject to the
division fol'cwing the credit evaluation process

• Internal limits between OOs are not applicable.

5 3.3 Issuing of Credit notes

Approval
Author^

Operating
Divisions
Spe&hl
Unas

K'WstorulCFO

UFtotutnoietfwtfng
RiOmlcn

Uptobutootncwdrg
R5rriSoi

0 0 Exco*

UptDbutnolexceec!^
R2Gm3Son

Uplobutnottxceedino
Riftraon

GCFO

Up W t i t iw( exceedrj
FOCOmaSon

Up to but not exceetirg
FOOOnfficn

CCE

Eiceedng R30Crrdl5on

EiC«(5ng RSCCmiflon

Limits are per individual credit note and relates to external parties. Issuing of credit notes regarding Internai/interdrrisionaJ
transactions must be within the control of the divisional CFOs.
Excludes the produd reconciliation process at Transnel Pipelines where the Divisional CFO or General Manager Strategy and
Commercial recommend to the OD CE the approval of 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 to be informed at every meeting of the financial status and latest estimates of the Company

Approval Author*/ -»

Operating Divtsicns

Speciafet Unfc

CE:OO'

UplobutnotexoxdfcgS*
of approved budget

Up b but'nol exceeding 5%
of approved bwJgd

GCFO

Uflotutnct«rt<i5nj7.5%of
flfproved budget

Up to t t t not meeting 7.5% of
#Fpro«d budcet

GCE

Exceeding 7.5% of
approved tafeetb a

maximum oH0%
Exceeding 7.5% o(

approved tudget to a
maximum of tO%

Board

>10%

>!0%

1 To be reported quarterly to the GCFO and GC£ together with mitigating action plans to ensure that key financial metrics are
maintained or meL
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Delegations for operational transactions that ere too detailed to include in the Delegations of Authority Framework will be
determined and applied in terms of the details set out by the CEJGE in conjunction with the CFO of the respective OD/SU.

5.3.5 Establishing financial policy with regard to Insurance
Approval Aulhw i t £ - *
Aufccrty Level

CCfO
GCf 0 after ccnsufcng v.sn Chief Risk CXScer to recommend to

Risk Committee
final approval

5.3.6 Inventory Write-off
Approval
Authority-*

DMsifti

Approvil
Authority-*

SpedaEstUnRj

OOExco/CE1

excluding TFR
Up to but net

exceeding
RiOnjilfcn

TFR ExwTCE

Up lo but net
excMcmg
FGOmTwn

Croup Exco Menter

Up to but net ejceeCfigRSfrffion

GCfO

Up to but not
exceedhig
RICOfrfSon

CAPIOGCFO

Up k) but not
exceetSng
RtOOmfflon

Group Exco/
CCE

Up to but not

R25OnlBon
Group Exco/

GCE
UplobtHnol

PCCKScg
R250ciiScn

AudKommiltei

Up to but ret
exceeding
RSOCmSton

Audit ConvnittH

Up to tut not
exceeding

R500m/foo

Board

ExceedirjRSOOrcflcn

• Beard

EJtceedfcj) R5COrnHon

* Approval limits are RIQmillion and R20mil!ion for TFR per transaction, subject to an annual cumulative limit of RSOmiirion and
RIOOmiDion for TFR. Specialist Unit limit is R5mi3ion cumulative per annum.

5.4 Procurement Enterprise Development and Supplier Development
All procurement transactions (including reverse fogisBcs - selling of goods) must Mly comply with Ihe approved Supply Chain Policy
end Procurement Procedures'Manual (PPM),) where applicable - Any commercial agreement (for the purchase of goods or
ser/fces) must be signed off by an authorised employee of Supply Chain Management (Procurement) prior to signing of (he contract
to Indicate that all the steps as per Clause 5.5 below have besn followed and (hat all procurement related governance has been
adhered to. In addiSon to the other exdusions specifically menBoned foi the PPM, Treasury transacBons related specifically to the
Eppoinlment of service providers for Transnet s funding and hedging requirements are not subject to the PPM.

5.4.1 Appointment of Consultants
Approval Authority

OpereBnj Dr/isfcta
IndufinjiTCP

Approval Authority
—•

Specials! Unils
eicWinij TCP

CEXtDwd
GE.TCP

Up to but net
cceftSrg
R25mBon

Specialist Unit GE
( U . Foundation S

Property)
Group Exco

Uemttrt

RlQmTfcfl

GCFO

Up lo tut not
ewwoTng F£50m£IScn

CCFO

UplotHdoot
ezcM^ig RSCmiUon

Group Exco/
GCE

Uptocrtnol
eicepJir.g R?00mJSon

GCE

Up lo but not

Acquls'rti'ons ind
Disposals Comrcittet

UptotuinotexceeoV^
R300mlSoo

AcquHifa'ont ind
Dispofati CommiKt*

Up b but not exceeding
R300milon

Board

Ewcetfing FOOCmBcn

Board

ExteeSrg R3C0m3Scfl

o
'Approval Emits are cumulative per annum. Excludes appointment of consultants to perform feasibility studies for capital projects.

• Consultants may only be remunerated at set rales as follows-
- Guideline far fees ss determined by the South African Institute of Chartered Accountants
• Guide on Hourly Fee Rates for Consultants by the Department of Public Service and Administration
• Prescribed by tne body regulating the profession of the consultant (for this purpose the Guideline on Cost Containment

Measures Issued interns of National Treasury's Instruction Itote 01 oflQlVW must be followed).
Prescribed in the Service Level Agreement concluded with lawyers on the Transnet legal panel.

54 2 Approval to approach the market for Open Tenders

Approval
Authority-*

Operating
Diuteicrs inducing
TCP

Approval
Authority-*

SpeciaBsl Units
excluding TCP

C&OO »rd
GETCP

Uptotvtnci
exceeding
RTGOmffion

SpectafetUnitfU
Foundation ind
Propwty Group
Exco Members

GElfctobutnot
exceeding

RIOOmiEcn

GCSCO

Up 10 but not
exceeding

R750mflcn

Up to but not
exteecftig

R750mflon

GCfO

Up lo but net
exceeding
Plt.Tco

Uptobut
not

exceeding
Ribffion

GCE

Up lo but not
exceed^
m.5caac«

Uptobut not
exceedng
R1.5UTKM

Acquisitions and
Disposals
CommatM
Mf to tut not

exceecVgFtt
5cScn

Uplobulnot
exceed^
R15tSon

Board

Exceeding R2. 5biUcn

•

Exceedng R2 ibilfon
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5.4.3

The CE: OD may only delegate these powers b go to market win Open Tenders to Heads of Procurement The Requisition (or
Request to Purchase) Issued to Procurement must be approved by the OO's Budget Owner or GE in the case of Specialist Units or his
duly authorised delegate. Such approved requisition or Request to Purchase wiB signify that the acquisition has been approved and
that the necessary funds are available.
Submissions requiring approval by the person with delegated authority must a!so include a procurement strategy document which
includes Supplier Development.

Approval to approach the market for confined tenders: Confinement of tenders (applicable to transactions above R2m In
value)

Approval Authority
—•
Cpera&s Divisions
fcidufmoTCP

Approval Authority
•-*

Specie Jsl (Ms
KdutTm) TCP

C£:ODandGE:TCP

Specialist Unit GE
(L«. Foundation &

Property)
Group Exco

Mentors

GCSCO

rB

GCSCO

r3

GCE

Pp lo but not
«ceedjnj RSOOtn

GCE

Up ID but net
MCKdfng R50Cm

AcquafcioMind
Disp«a!j Commrttet

UptobutnotettMiSna.

Acquisition! ind
Oispcsah Comm'ats

Uptobdnctescee<Sng
Rl.Stiffen

Board

Et t t td rg Rt5oiBon

Board

EiceetJingRiitEoo

Th3 limits are per transaction/confinement All requests for approval of confinements must be made by the CE0O /Group Exco
Member through the GCSCO and the GCFO to the GCE. The OD/SU shall prepare the submission In coliaboration with integrated
Supply Chain Management (iSCMJ to ensure that the motivation for confinemeni contains sufficient infomiaGon to meet one or more of
the grounds for confinement as stipulated In the PPM. In Instances where s confinement is confidential, ffie GCE may approve such
confinement wi!hout the confinemeni request being routed through any other authority.

Note: Confinement musl only be used in respect of transactions above R2mi!licn in value. For transactions below R2miliion, ths quolaGon
system must be used. The quotation system Is a procurement mechanism that may only be used:

• For transactions below R2mBIion in value thai
• Relates to goods or services required on a non-repetitive basis
• Maritet Is known.
• Minimum of 3 quotes must be obtained where applicable (greater than R100 000 but less than R2miUion),

5 4.4. Management's intervention to address non-compliance wfth procurement policies and procedures

Approval
Authority - •
OperaSng
DMsloru
InctdnqTCP

Approval
Authority-.

SU excluding
TCP

CfcOOfcndCETCP

M

$pKi» list Unit CE
( i r FoundaQofl &

Property)
Group Exco .
tAtirktn

GCFO

GCFO

m

GCE

Uptotutnol
exceeding RSCCmffion

GCE

UpUbutrat
eiceedrq RSCOmflTcn

Acquisitions ind
Disposal CommfttM

Uptobulrwtexcwd'rg
R!-5t«co

Acquisitions ind
Disposal! CommittM

Up to tolnol exceeding
RI-SbBon

Ecird

Eicetdrg Ri.ftiScn

Board

Exceeding RLSbiSon

Mote: All requests lor approval of non-compliance must be msde by the CE: OO/Group Exco member to Ihe GCE. The OD/SU shall
prepare the submission in collaboration with iSCM to ensure that the rules for the addressing of non-compliance are met. Together
with the application for approval of rorKompfiance, the requestor must advise on the steps^orrectr/e 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 iJnt\ Acqufeiflons gnd Oaposab Ccmrfttt

54,6 Procurementproewsapproval

NOTE: Each OD/SU wiB have fts own main Acquisition Cound (AC) which will consider and approve all procurement processes, as well as
the disposal of scrap, falling within its jurisdiction torn RZmfllion, but not exceeding R700ni!lion. This Es subject b (he discretion of
the CE: OD/GE: SU to lower Ihe R2million thresholds, or to create Secondary Regiortallocal Acquisition Councils. Where a
particular Transnet Entity chooses to create a secondary AC/s, the jurisdiction of the Secondary AC/s win start below the R2 million
threshold. OOs have the discretion to set the maximum threshold/s of such secondary ACs to a value higher than R2 milion. This
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value will then become Pie rrWmum threshold o( Uie main AC of the Transnet Enfity. The CE: OO/GE: SU may elso delegate certain
process approval powers b the relevanl Manager for matters below Ihe Secondary Acquisition Councils' delegation. Transactions
exceeding the C& ODVGE: SU's delegated guthonty v/01 also be considered by the OP'S main AC far recommendation lo the
higher approval body (e.g. the Acquisitions end Disposal Committee). If B concurs with the recommendation, Ihe matter will be
referred to the relevanl personfetructure wilh (he de!ega5on of authority for approval. Should any process approval body nol agree
with the recommendation, the matter must be referred back to the recommending officers) for reconsideration or re-mofiva5on.

Approval
Authority-«

Operating £>/iscrti
fmdudingTGPaid.
TCC1

Approval Authority

Spect3&tU&
(exctafingTCPand
TCC)

ODs,TCPand
TCC (Secondary

and/or tain)
Acquisition

Councils
Up k) tut not
exceeding

R700mBon
Spec ia l Una
(excluding TCP

and
TCCXSecondary

«d/orMi ln |
Acquisition
Councils

Up to but not
exceeding

R20m3Soo subject
tolheeonlract

period nol

GCSCO

Up ID but ret
exceeding

R75Cmfficn

ecsco

Up to but rat
exceeding R7»

mfflcn

Gcro

Up to but net
exceeding
RtbEca

GCFO

Up lo but not
exceeding
RIWDcn

GCE

Up to but net
exceeding
R1.5fcScn

CCE '

Up to but not
exceeding
R l i bEai

Acquisition and
Disposals Commtlaa

Up to but no! exceeding
R2.Etffien

AcqubKicns and
Disposals Committee

Uplabutnoteceeffmc.
R2.5KBfcn

Board

Btceeflrg R2 5
tKcfl

Exceeding R2.5
fSoo

5,47 Enterprise and Supplier De'/elopment

'•o

Approval
Authoflly

Operaljng
DMikf i
(inducing
TCP and
TCC)

Approval
Authority

Speeabl
Units
(ctdudirg
TCP and
TCC)

CErOD

Up to but net
exceeding RSm

Specialist Unit
GE(Lt.

Foundation ft
Propwiyl

Group Exco
Mcmb*r»

Up to but not
eiceetfing
FOriSon

iSCMCovnci!/
CCSCO

Up lo but net
eiceeiftig R25ir.Scfl

ISCMCouncW
CCSCO

Up to but not
exceeding R25miScfl

GCFO

Upbbutnct
exewcSrg
RIOOmiHon

GCFO

UptobulrKH
exceeding
RIOOm'Son

Croup EXCOT GCE

Uptotutnotecee^rg
R25OmJffion

G-'oupEXCO/GCE

UptobutnotexceetSrg
PJSftrJSon

Acquisitions •nd
Disposals Committte

L'ptebutnotexceffrg
RSOOmfflco

AcqubHions ind
Diipowb Committit

Uptobuincieiceedrg
R5COff3Bon

Board*

Exceeding
R500mBco

Board

Anyancwit
etceeolrg
R500mEcfl

The abovementioned delegafions are per transacBon-
'RemSEC to no!e all Enterprise and SuppBef DevelopmenI transactions.

5.5 Contracts and/or Agreements
NOTE 1; Any person v/tw has been authorised to execute any tegal documents including deeds, leases, assignments,

contracts, applications, Cnancial Instruments, external submissions to or on behalf of the Company and/or its
OO's or SU's or any other legal documents may only do so with the prior advfce of the relevant Legal Services
department as set out in the Legal Poicy.

NOTE 2: Unless otherwise Indicated In the authorities below, the authority lo execute a contract or ofrier binding document
carries with ft like authority to cancel or modify ft, but only with the prior written advice of Ihe relevant Legal
Services department as set out in Ihe Legal Policy and If It relates to Procurement Contracts, Ihe process
prescribed in Hie Procurement Procedures Manual must be adhered lo.

NOTE 3: Any person authorised to enter Into an a g r e e m e n t tract or other bindpng document Bivolving capital
expenditure must have obtained prior financial approval in terms of Ihe procedures sel out h 5.1 prior lo entering
into such a CAPEX contract
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NOTE 4: Approval fimtts are per transacGon/contracl

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

NOTE 6; The PPM preserves the process that must be followed in terms of approving procurement contract amendments:
Non-material amendments (i.e. where foe scope, value and/or period of the contract Is less than 10% of the
original contract value): the manager wflh the delegation of authority may effect such amendment and is onfy
required to inform fie AC (if v/itWn the AC jurisdiction) of such amendment as soon ss possible thereafter. The
manager v.tio approves the amendment may be the original signatoty of the contract if Bie cumulative value of
the amended contract Is still vjithin his/her delegation of euthority. However, if the cumulaGvs value of the
amended contract is above the onginal signatory's delegaBon, the amendment must be approved by the next
level of authority on review and recommendation of the original signatory.
• Material amendments vrfthfn the AC threshold ( ie* where the scope, value andfor period of the contract is

greater than 10% of the original contract value): the manager with the delegation of authority may not effect
such amendments without Ihe PRIOR approval of the relevant AC first of such amendment. Following AC
approval such amendment needs to be signed off by the original signatory {i.e. the person with delegation
of authority who signed the initial contract or the person mandated to do so) provided the cumulative value
of the contract and subsequent amendments) still falls within higher delegations. However, if the
cumulative value of the amended contract Is above the original signator/s delegation, the amendment
must be approved by the next level of authority on review and recommendation of the original signatory.

« NOTE: As a general rule, contracts may be amended by not more than 40% of the original contract value.
Any deviation (as provided for In the paragraph below) In excess of this threshold will only be allowed in
exceptional circumstances.

• Amendments In excess of 40% of the original contract value or contract period will be dealt with as follows:
In such cases, PRIOR review and recommendation must be obtained from the appropriate AC first, as wel
as the original signatory. Thereafter, the matter must be submitted for approval to the person with
delegations one level higher than the person with the delegation of euthority to approve the amended
value. This rule applies regardless of whether the amendment is still within the original signatory's
delegation of authority or above i t On approval, the amended contract will be signed off by the person with
Ihe delegation of authority to sign off the contract value concerned. However, this rule does not apply to
amendments falling within the GCE, Acquisitions and Disposals Committee or the Board's delegation of
authority. For such contract amendments, the matter wil be submitted to the GCE, Acquisitions and
Disposal Committee or the Board regardless of the value of the contract amendment (provided the
cumulative value is still wilhin their delegations of authority).

• For higher value contracts (i.e. those signed by the operafing division's GE, 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 irifially approved contract value.

55.1 Entering Into and/or signing of Contracts and/or Agreements and award of business: (Including the sale of scrap)

Approval
Authority

Operating
Divisions
(Muting
TCP)

Approvi!
Authority

Speoafci
units
[ex&tfrg
TCP)

CfcOOimJ<3£:TCP

Uptobanoi«c«dM;R7CO <r.Son

CC: Specialist Unit
G E ( U

Foundation &
Property

Uptobutnct
exceeding R5m
sublet to fte

contract period not
uceeting S years

Group Eico

Up to but not
exceeding RM

m«Bon fctject to f ie
contrad period not
en*ecln<) 5 nan

CCSCO

Up to but not
exceeding
R750mBcn

GCSCO

Up lo but not
etteedfog
R750m«ioo

OCR)

Uptobutnct
exceefrg
RtbOcn

GCFO

Up to but not
ecctedrg
Ritfioo

GCE

UptotHJtACt
exceeding
R1.5fcOICfl

GCE

Up lo but net
acceding
RiSUkn

Acquisitions and
Dispo4i!s Commlttet

Uptobutwlejceeding
R2 Stolen

Acquisitions and
Disposal* Commftei

Up to but net exceeding
KUbSon

Board

Exceeding
R25fciHfcn

Board

ExwecSng
R2.5bfton
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Contract award delegation carries v.ith it the authority to issue letters of Intent, letters of award, letters of regret and signing of the
final contract Values are per contract for Ihe Ml term of Ihe contract {Total value of contract excluding VAT) on condtion that
approval has been obtained for Ihe related expenditure over the period. Please refer lo the conditions stipulated below.
Payments: Owe the decision to contract has been Issued, contract execution v/3I be governed by the Operating Dfvisions or
Specialist Unite, Indudhg the payment process provided lhat the contract amount fs not exceeded.

5.5.1.1 Contracts > R700 million, including Trans net's top 70% value opex Kerns and cap ex contracts
Prior to entering into a high value (greater than R700 rnHHon) / highly complex contrad (especially for the top 60% value opex
items as dealt with by ISCM Strategic Sourcing commodity teams), any authorised official must first laise with a multi-disciplinary
team of experts el Corporate Centre, v*tw should each sign off on any agreement/contract or other blndffig document;

Group ISCM.
Group Legal Services - entire document
GCFO b sign-off after sign-off from (he Finance Departments (Group Finance/Reporting Fmano'31 Plannkig. Tax and
Treasury).
Group Risk.
Group Insurance.
Contracts less lhan R700 million within the OO's Emit of authority, require a simfla1 process as set out above to be followed
by Bis relevant OD.

5.5.1.2 Contracts with foreign exchange exposure

• Approval to enter Into an agreement/contract or other binding document involving foreign currency exposure (including
International agreements) may not be sub-delegated kw-w than to the Chief Procurement Officer (CPO) of an OD.
Approval of Ihe divisional C f 0 Is required lo enter kito the contracts that may result *n fore'gn currency exposure.

• The duly authorised official must obtain prior written approval in respect of FX agreements above RSOmillion from Group
iSCM, Group Legal Services, Group Treasury, Group Tax, Group Risk, Group Insurance and Group Reporting, both where
Ihe contract w i be concluded in foreign currency and especially in such cases where foreign contracts win be concluded In
South African Rand, as this may expose the Company lo an embedded derivative. All FX agreements above RiOOmillion
must apart from the above also obtain written approval from the GCFO. The GCFO to sign-off after sign-off from Group
Treasury, Group Tax, Group Risk, Group Insurance, Group /Reporting, Group Legal Services (Ihe entire document) and
Group iSCM.

5.5.2 Entering Into and/or Signing of Revenue Contracts/Agreements and authority to Issue binding quotes locally: (excluding
lease contracts and the sale of scrap)

Approval
Authority-

Operating
OiviJcrs

Approval
Authority-*

Sfwafst
Urta

CtOO/GE:SU
Commercial

Ltmftptr Annum per
contract up to but not

ixceeding
9 rears

UpDbitnotexceedfg
R5O0 mason but net

exceeds? R2S btfcn fcr
fie total ccntracj

Specialist Unit C6
Limit par Ann urn per
contract up to but not

exceeding
Sytars

Up te but net exceeding
RiOirflSon

GCFO
Umftptr Annum
per contract up to
but not exceeding

Sysan

Up to but not
exceeding R7C0
mi&onbutnct

exceeding R3 5
bSonfor&wlctal

ccntract

GCFO
Limit per Annum
per contract up lo
but not exceeding

S years

Up to but net
exceedng R7CO
mUBofl but not
exceeding R3 5

tiBon fcr ffw total
contract

GCE
UmH per Annum
per contract up lo
but not ixcwthng

9 y u n

Up lo R2.aEtai per
B.'nurabotnol

uceedirji
RUStSiCflbtcCaJ

centred valuf

CCE
UmH per Annum
pir contract up to
fcut not ixcHdlng

Sytan

Up bR i boon but
net exceeding R5
baffcnbflh* totat

contract

Acquisitions and
Disposals Committee
Limit par Annum ptr

ccnlnct ind contracts
ixcitding

5y*an

Up tc R3 tScn p<a
enmrni, urimited total

etitnd value

AcquisHjon* and
Disposals CommlKi •
UmH per Annum per

ccntnctind* contracts
•zcHding

5 n a n

Up » R3 bffion per
annum, unlmfed tlal

DxtKJrtuo

Beard
UmH ptr Annum per contract

and contnets exceeding
5ytar*

Etcwfng R3 tSbcfl per annum
Bnd unflmtec" total COT tract

irafua

Board
LtmJ per Annum per corUid

ind contrasts exceeding
Syiant

ExceetSng R3cSicc per aroum
end unEmfled loU centred

VcJue

Integrated customer agreements where a service Incorporates more than one division must be signed off by the Group
Executive: Legal and Compliance, GCFO and the Group Execufive; Commercial in addition to sign off by the CE: ODs, up to
but not exceeding revenue of RSOOmilSon per annum not exceeding 5 years.
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5.5.3

• I I the contract period Is below 12 montris the contract value is to fce gnnuslised and the delegated authority required to
approve the transaction v/fll be determined by the annualised amount.

• AJ1 Emits indicated above are exclusive of VAT
• Board approval is required if the annual value of the contract exceeds R3 billion..

Entering Into andfor Signing of Revenue Contracts/Agreements and authority lo Issue binding quotes Internationally
Including cross border contracts: (excluding lease contracts snd the sale of scrap)

J

Approval
Authority

OperaErg
Owfelcns

Approval
Authority
—*

SfKteM
Units

CE:OO
Limit par Annum
pwconlractupto
but not exceeding

3vwr*

Upbbutnot
wceedirfl R3C0

trXkn
GE.-SU

Group Exco
Hembers

UmA per Annum
F*f contract up to
but not exceeding

Sysars

Up lo but not
exeeecTrg R2C0

rrOion

CCFO
Umit per Annum per

contract up lo but
not exceeding

5y*in

Up lo but not
excee£ng R5CO

mBicn

CCFO
Limit per Annum per
contort up to but

not exceeding
5 years

Up to but net
exceeding R500

mflEon

cce
Umrt per Annum

ptr contact up to
but not exceeding

Svearj

Uptobutnot
exceeding R1 t i toi

CCE
Umit per Annum
per contract up to
but not exceeding

5 y w n

Up to tut net
exceecVg R1 Mien

Acquisitions and Disposals
CcmmJttet

Limit per Annum per contract
and contract* exceeding

5 yean

Uptotuinctexceeofftg
R3HBon

Acquisition* and Disposals
Ccmmftlft

Ltirit per Annum per contract
and contracts exceeding

5 yean

Up to but nol exceeding R3
tson

Board
Umit per Annum per contact

and contracts exceeding
5 years

EiceaSng R3 MScn

Board
LlmB per Annum per cor; tract

and contract! exceeding
5 yean

Exceeding R3 b 3 M

5.5.< Internal Contracts
Contracts betv/een 0 0 and,'or SUs such as service level agreements and project specific agreements may be entered into
between CEODs or GE:SUs.

5.5.5 Property and Lease Agreements
AS Internal and external Property Lease Agreements including revenue generating leases and expenditure leases {excluding
vacant land).

Approval
Authority —

DMs'oro

CE:ODandGE:TCP

Uplobulnct
exceeding RlOO

irjjiai per lease f«r
ennum

TeTrUie not tJceHfmg

Syears

GE; Transnet
Property

upUbuind
exceeding RKO

miSon annuafced

Tenure not exceedng
10 jrears

GCFO

Up to tut not
e«ee*gR2C0
rrilcfl lul tefm

Tenure not

GCE

Up lo but not exceec~«ig
R5C0 miScn L I lerm

Tenure exceeding 10
years

Acquisitions ind Disposals
Committee

Exceeding R5O3 rriSon ful te/m

Tenure exze&iirq 15 y-£rs

• Tenders that include alienation/leasing out of land for a period longer than 6 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 GCFO or Group Executive:
Transret Property. For cession of leases a! 0 0 level, the CE of the respective O0/SU may approve cession or ass'gnment
of lease agreements.

• Cession of tease agreements, renewals and extensions of lease agreements with a change to material terms of the existing
lease e.g extension or shortening of (he lease period, change of rental terms etc. may be approved in terms of the above
Imfts !.e. where Ihe original lease was approved in terms of the delegated authority above, changes of material terms to be
approved by Ihe same approval body.

• All external Lease Agreements {> 5 years) of properties on land/properties adjacent to other land/properties o f ODs snifoc
belonging to Transnet Property, must be communicated and sgreed with the relevant divfsion/Transnet 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 f.e. if the lease
value exceeds R500rni!fion or the tenure exceeds 15 years then Acquisftkxis 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 la leased out with lls 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 ftat the
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proposed lease has lettebfe vacsnl land, the GCE shall approve such lease transgcflons In Ene with his Emits of authority £s
stated in the tsbte above.
InterdMsional leases for vacant land may be entered into 2nd signed by the respective CE: ODs/GE: TCP/GE: Transnel
Property.
Leases (or vacant land exctofe fie leasing in of land to be used for lay down areas and borrow pits for projects.
Special Delegation to apply to the CE of TNPA in compliance with the National Ports Act of 2005 as amended.
Internal leases between Transnet Property and foe OOs/SUs may be signed by the CEs or GFs of the respective ODs/SUs.
Revenue Generating Leases: Lease agreements concluded by Transnet tn fts capacity as lessor for purposes of generating
revenue.
Expenditure Lease: Lease agreements concluded by Transnet in Its capacity as a Lessee.
Properties on DPE approved Transnet non-core list may only be leased out for a maximum period of 10 years. Any leases of
Ihese non-com properties tor longer than 10 years require e 54(2) of the PFMA approval by the DPE.

5.5.6 Non-Disclosure Agreements
Non-Disclosure Agreements can, with the authority to sub-delegale. be signed by the CE: ODs or GE: SU provided there are no
direct monetary obligations created for TransneL

5.5.7 Memorandum of Understanding
A Memorandum of Understanding must be signed by the Group Chief Executive, vjiih the authority to sub-delegate, to the CE:
ODorGE:SU.

5.6 Legal Services

NOTE: The provision of legal services must be in accordance with the Legal Policy. In respect of aD EtigaBon the bearer of the
authority may, efter taking legal advice from Group or Divisional Legs! Services, es the case may be, execute sfl
documents and do all things necessary to give effect to hisJher authorisation Including submission through governance
structures.

56.1 Commencing and settling any litigation, arbitration and other forms of Alternative Dispute Resolution

Approval
Authority - t

Operating
DMsions

DrvJi!ona!HM<f:l*sil

Up IQ but not exceeding
R2mBcn

CE.-OD,
GE; Transact Property tnd

GE:7CP

Up to but nd exceedr-g RiO mffion
Greater flian RIO mTEoo tut less

Ifian R35 rrficn yr!h concurrence of
GE Legal and Cornpfence

GE Legal ind
Compliince

Up ic h i n d
exceeding
RMmaion

GCFO

Uptobutnoleueedhg
RIOftnEaiir/t&i

corcwsnceofG£lf3^
and Compliance

GCE

ExceetSng
RIOOma.oo

Appro-zal limits are per litigation matter and relate to the setllement amount of that particular matter.

Oeleg^cn of Aufricrty FramewoHt approved oo 25 November 2015
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5 6 ? Disputes with Government and matters posfng a reputations) risk to the Company

Approval
Authority-*

Risk Conmitte*

HaEers which p«e * repul3Ecnal risk to the
CGmpeny * h a * t e wfcmiSed fcf ccnsSefaim

Board

Ajiy (ftsputea wih (ovemiteM entities or where the cutefw cf Eny Egaficn.
trbifraScn cr sinHar prcceecirgs Is &eV to tew B material elfed en the
tustess, financial ccndScn ot prospects of j ie Company

5.6.3 Defending matters In court or any other competent forum

Approval Authority —• Ltq i l kUrwqw
Delendrg. cutset to the Legal Fofcy. my SL'jafcn (actms of appfcaSoos) in court a any cfliw competent bruin
incWipg Vie apwinlmenlcf sBomeri ard-'a educates k r such proceedings

NOTE: tne Standard Operafing Procedures for LiligaBon Matters prescribes the following:

• Upon receipt of instrucGons, the Legal Advisor must ascertain from the facts of ffie case and in la-// whether;

- Transnet has legal grounds to pursue litigation and vihelher it woufd te frrandslly viable to pursue litigation bearing In mine
the quantum of the mailer and the costs of pursuing the matter;

- It would be more advisable to settle the matter;
- There Is any reputaSonal or other risk to Transnet in proceeding with the litigation;
- Whether there is any precedence that needs to be created by the company for future similar matters.
- Should the Legal Advisor be satisfied that on the (acts presented. Transnet should Institute legal action, the Legal Advisci

must submit a written request to the person duly authorised, in terms of the Delegafions of Authority Framev/ork, fot
approval:
• To Institute litigation on behalf or Transnet, and
• To appoint 2r) external attorney from Ihe Transnet approved panel of attorneys.

Subject to the Legal Policy, the appointment of external advisors, attorneys, advocates and any other external legal
advisors Including adjudicators, mediators, arbitrators for purposes of alternative dispute resolution process under
NEC3 contracts orany other contract

Approvil Authority
•-•
OPERATING
DIVISION

Specialist Drifts
GEi ind Heidi of
Leoil

CE.OD

Up lo tut not BceedJng R25
mSai

Specialist Units GEl and
KeadtcfLtqal

UptobuinotexceetSr^RIO
mSSon

G6: Legal irtd Compflanc*

Up to Dut roi exceeding R50 irJKon

GE: Legal ind CompDanci

Up tobul roi excewfrg R50 mrtco

GCE

Exceed" ng R3! melon

GCE

» The amounts indcated relates to te daim amount in tTe case of commencing (ISgation, srd the esb'mated legal fees to be
charged in all other matters

5 6 5 Pleading to criminal charges and payment of penalties imposed by Regulators.

Approvil Authority
—*
OPERATING
DIVISION

Specialist Units
G£t ind Heids of
L«al

CE:0D

UptobUndette«!i)c,R2S
mScn

Specialist Units CEs and
Hiads of Legal

Up to Mnot eweefnc RIO
mfflcn

GE: Legal md CompGance

Up to but rot ftceetfng R50 mSSon

GE: Legal ind Compliance

Up Bbut not nceftTrg R50 mHon

CCE

EiceedrgRSOmilScn

GCE

Ex£eedfrfjR50mffion

* The amounts hdicated relate to the amount of fine or penalty competent or imposed against the Company..

5.7 Human Resources
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The DetegsSon of Authority for Human Resources provides for consols and good governance m the (of owing areas:
Organisation Management
Personnel Appointments and Reimjflera&n
Appointment of Fixed Term Contract Employees
Interim / Ad hoc Rerrwneraiion Adjustments
RsTteris / Awards / Exceptional Payments / Ex-grat® Awards
Suspension of Employees
Dismissal of Employees
Mutual Separators Agreements
CoEecfva Bargaining and Trade Ur&n Recognition
Deviation from approved Human Resources Pdides

PRWCiPLES
1. Any apjyoval In the Human Resources envirorjment must be obtained from a manager who is at teasi one herarchted

reporting Isvtf higher than the employee for vtf.om aufrGrlsaiion is requi'ed
2. When acgng in a higher capacity, deds»n for own portfolio or department hat vfll ordinarily be rscomreTded by the acSng

incumbent must be referred to one level rvgher,
3 VVhe^antr^mbe^laofeinahigSapKJbon.Bie WlpO'^'Sofdelegatonof fte po^lkw h which the person lsac*ng,may

be transferred to the sctfng incumbent The ra.mbertt's mpiediate line manager must agree to fhe appo-'nfment of Bie
acting person Tha powera defegaied to tne person actrg muGt be ctesrfy set c J I in a written cbcument and the person
detegaied thepowisrs must sgn wrten acceptance of the powers

4, Esd" OD may implement stricter de^aja^ons and incr&ase tr* leve1 of auLnority above those set out in the document Any
such change must bo in writing.

5, The HR delegations contained herein carmol be sub-detegaled except v4ien delegating to an acting hcumbentacfing fn the
rotes speaBedfiieran.

6. Board recommendation and approve is required for the appo;n[ment and remuoeralton of Ifte Transnet GCE and GCFO.
7. The Ramune^ton, Soda) and Ethics Ci^miflee (REMSEC) provides final ap-prova1 for the snnu^ reward

iacJjding fte salary mandate

Afl matterfi T&a&rg to t ie posifion of the GCE and GCf 0 sre reserved for the Board end Shareholder M j ^e r in Pne with fte
Company"* govemrig legislation ar«d marjdates

ABBREVIATIONS

The gttrevfetKXis used «n ttie Humaji Reiotirces De"egafon of Authorty are set out in the table betow

j Firai Apprwgt '
'Final Approval for Corporate Cenlre _ _ _ "
] FfnaJ Appxoval fey Operating Drvis*

| Advfce pnjtffded by Qpefeteig piyis'on _

i

fnf&tffcn" - - — -

j Grpyp fajeative:
i CrtefExecuttyeo[CX)orr6:8v5ntGrojpE)'£cvtnfeof Cgrpp-ate &afi
1 General Manager. Hunan Resources Enablemerit
j Qeneraj Menager Human Resources. Corporate Centre
I Geperal Manager: Grpup Employee Relations

0 0 HR: GM j ^eneraj M^§9§ rJVTta ' r Resources at the Operatng Dwision_
LM:GM | Line Management - General Manager

The tsbie below sets ou! 0-* delegation frarr-evrcrt for Human Resources

Kowiter»i5
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1.1 G w p Bxct £A fev?e} t*rcjvve
DfrecfcOl

1.2 GtTXJ>E*2Alevei
13 Gertorri Maneges (B Jew*}
1,4 £xedfMl^roc«5(ClneO
1 / Sof t ktonao r̂unjfbteve1

endb^ovr]
1.5 O^anctftna' Spyoi=? cf

OtteSU&TCC

BQPfa

R

c FA

FA

'lftft_

I
F;

ft

FA
FA FA 1

FA

2

HJMttJ RESOURCES

21 Group &co'{AbwlJ
Exaitive CKrecSas

22 Group EKClALeveJ)

24 Executni) Managen (C

25 6oiior M j ^ e f p t e r t i
vxlb«iow}

26 r

PeiMrtiel R9.-Wpef3<Jcr
• rMRejTi5?Crew*scrwGCEttSKSiine^ofperi«Tnai« TW remune^ior. rf fte *ov-nsnifcned categocy of aupfcyees

ff*^ be bosed on r e ffefrx-neraboo Rrf^
• 1T:« Bppctntrr-ait a*J r«iiuM?^rtaf; c 'o l fr^najemsrl fc*slein(JJoiecs [ I twl i A b Fj vyD be G Mti by l ie fjuhfc fires «>d Sifety

E3dds blo«d by !fte Group RtnuneoMc Offce Tftese CiAJe&iw act S i a ^ Bar* * i ! bte He accouri Ihfl ccejprford
eparc cetaQ-sei

* Pet managers t (evris A erd fl ihe.Gityjp Rmw^zdcr Ofea «a recrr-f end tfie a^opt^te fEnunerawr. bands bas^t on
mMfl ^bonSef r t f tokci- pair. ApprWB; cf Eve fci £j:pdr.loiert: snd renaTjraicn package «4I be i i icons cf fte

» E* t 00 wa s;p.> the GtwJo&iaarrf Saar/ BaKb *J"«i spp<A*£Tifl aid iyjctLri»g thepaJajtj o(tr^rajement eff^oyws h
feve^Csidbefc*. >«^^:i^^fra)»ppo«*TierterKlrprxreffltopa±^evifllb«lnlKT»of^dete^

• A t o t e ^ / a d j u s i r ^ a ^ b e ^ B i T a ^ ^ b i a j ^ b r f r o r i c d E f ^ ^ y ^ tha Grcwp RoraF.eraticti Ofiioa *S cord«i a
ecrhparaSv? enafysis ci sataries ecrss 00} ID kilorm [be Group Gt&lr>K and Sa!ar/ Bancii of manag^o tcr lfi« C M Cra-«U
ysar AflonlBKtya«!t<creedfcrinternalf.dedenalparityiiflblwm&*«e^!ds*i=s

EhamboWir

FA R

lUrnSECft
CORP 00V

C

CCE

TA

FA

GE:HR

1

R
R

>

•00/SUKKE

R

FA

FA

ODHRGM

R J

FA i
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%

HUMAN RESOURCES

31 GrouF&co[4lfvg}
CXBC.6W KSAO

[3>T tuoafiwIbesac[C
few!)

35 Seek* Harajeacd 0
imHendbeUr)

1 36 Kar iBj f f ' f f 'wa*^

AppCintnert of Empfcyset pnc?a*Jn̂ 9 Cft*t<$d arc! Ri<^-Tcrri CofiOf et£cpkq?i*]

• A p*sa7 appot-Jari on an fcde&ife ccrtttei or &e<J4»rn crated (far s ̂ ec fe period of fine or lo perfwm a
jj«c?fc preset) rrvs: be epported sfc an tpf î ved graJed fxaSc*

• { > « f e s # * t a e i t has besn apf ryod, ibs f^ns i d#gjj?taj to ̂ f f w o fee appefctest e ^ R*de*j3te 8*
PBnfcfi C t « cftfeacl of c ^ c y i r ^ ^

• Ar,yai(^tnricrfepe5onori3niride6U9C.'toClanc«TCaafaieffip^^
AHca nwj! be &povetf fcy the Gtwp Chif D»o*w en racanaeodaSar t ta i ft* OJd EietuEw of the
Cpe£iG Cfvfeic a me Gwjp Bwi i tw cf Hwnai Rcsaace* farlEBsce! Cwpcrate Cefrtra, hcfcAg Tratswt
pTjpery era) Trswrtl CapOa! Pr o*cb.

SbaretxMtf
Appn?nl

FA

PcanJ

R

temS£C/

C

c
- -

GC£ G£ HR

FA R

R

CM
CW3E

FA

GStHH,
cc

1
R

oasu
ISGftJ

1

FA

R

LM:GM

1

FA

FA

FA

OO:HR
Kinagtr

1

i

of Rennn«:a-ion, Soda) g'4 Ethics ffid (he Cofpwat? Ooremanc* aid Norana'JDfu Ccnn*c°s w l be consumed by ihe
GC£ (or tie Epjwitrera of G«o-p E x » Members [ether tfa- ex*artfi« duectot?). The cswwtfafori w i Ce flnu«;h a rDe-floratfjrn s-Amiilfid lo

4

HUMAN RESOURCES

42 Grot* Exec {A few?

4 A Dcadve Umgen (C
lewJ)

CeunterOffira
If s i empfoyw frorfxes a v t o aaJ P.TTSII C<

cwient rtnjurara&ai F^J^fle ri^jr 5e cfisvd tn
Iha a» jp GukteViK snd Sa'jry Sarwts biiwd br

FA

Boa I'd

R

RemSEC/
CopGov

C

FA R
FA

<-,nfif c5rf o< esfkystSTt * t i &£*b 0 B;i lemtacislc^ poclu^s, and Via
Iheofc f ly of te vr^kr/ts's uH. en'runr,' d^usmeri tf (tie eropfcyWS

tenrstrffreiJHoflBltfK below Any car tore fertsl fee m«ccooler«;»*

GtHft

R
R

owsuce/
GE

R

FA

FA

am
Gtt

1

R

R

FA

GM-KRE LUGM

1 4

FA.CC R

5 Internal towards f Avnrds /Exceptional Payments f Ex-gratia Awante

• The amounts ra/feefctf 6ebw are per mflatre f/JO/ p ^ indYdjal employee payment) per snnum

HUMAN RESOURCES

51 R15naDdaa»e

52B**wnR1CmWrol exceedtig R15rr

5 3 6et#«n R5C 000 but ret eareetf-r-g RIOn

5 4 Between R2C 00C bet not eceeding R50 000

6 5 Up to but not wceedng R20 000

5.6 Up lo but net eeeednq R10 GOO

Board

FA

RttrSEC

R

FA

GCE

R

R

FA

HR

I

t

R

00 Cfi
G£

R

FA
FA

FA

HRGM

I

R
R
R

GM:
HRE

R

1

R

R
R

GWUne Manager

1
1

!

on 25 Kcwtnfce 2015
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HUMAN RESOURCES

6 1 Group E*w (A levd Execufiw
Directors

6 2 Gxaip £xco (A teveJ exdwJing
executive tfrecfcrs)

6.3 General Manager? (3 fevel)
6.4 Executive Itanagers (C level)

6.5 Smior Management (D level to
F level)

6 6 B r a i n i n g unit employees

Suspension of Employeei

• The suspension rial employees Is per fre detegsEcns of'authority beta*.
• InteQseoffcestspwsionofaba^aiRiigunaear**^
recaonenJ lie luspeftsJcn based on tie irerfls of tie rase

Shareholder

FA

Board

R

RemSEC/
Corp Cov

C*J

N

GCE

FA

N

GE:
HR

R

R

OCVS-J
CEA3E

R

FA
FA

OCVSO
HRGM

R

R

A

CM:
ER

R
A

LM:
GFJ

R

R

FA

LM

R

FA

ERManijer

A

R

7

7.1

7.2

7.3

7.4

7.5

7.6

HUMAN RESOURCES

Group A level Exeafive
Oreclors

Group Exco (A level
eicfucflrg ixsculve directors)

Genera) Manaoers (8 level}

frecuflve, Managers (C te-/eJ)

Senior Management {D tevaJ
loFfevef)

Bargainrig unfl employees

Dismissal o f Employtt j

• TIte dsmissat of any empic/efi tot
Company f<feiei

• T M re^jired eufrcrty to SGeA a d
hearing.

• TTw disrnjssal erf an err^loyee fcr

Shareholder

FA

Board

R

N

GCE

FA

f M I

smissal of an employee

;p*ra3c*i3J recrements

R

R

OD/SJ
CEASE

FA

FA

N

rrj«tt<pi

0 0 / rR
GM

R

R

ustfc«pfeM

aryorlnrapi

•ceded bya

G U
ER

1

1

RCC

Srccnsuttj

LM
GU

R

FA

mtaitecfc

Sooprcceis

LM

R

FA

ER K'mager

1

R

R

S

HurMN RESOURCES

0 1 Grcvp E w H * teveJ)
Executfv* Direclcfj

8 2 Group EJCCO (A teve*)

8 3 GcneraJ UaraqOT (B leveO
& 4 Executto Manageo (C levtf

ard below]

Mutual Sepiratfon

• T«ms ard eendftons ard finardat leSement amounts of mwfcrat separaScn efireemeois fcr A - 0 Rcles * ^ t e suWed by
tie GuKefoes ksted t y the Group RenrersEod Office

Shart holder

FA

Board

R

RemSEC

FA

H

GCE

R
FA

GE:
HR

R
R

OWSU
C8GE

R

FA

oo/su'
HHGM

R

GU.KR.

CC

1
1

GM:ER

1

1

R

LM.G
H

1

Wegaflci of Aufcftty FramewoHi spprowl en 25 Novemter 2013 Page 27
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'o

9

HUMAN RESOURCES

9.1 Group Exco (A level)
Executive Directors

9 2 Group Bcco {\ level)
exdtidlnq Executive Directors

9.3 General MartggasfB level)
9.4 Executive ManagersiC level)
9.5 Management (D levels and

tetow)
S.6 Bargaining unit enptoyees

Settlement of Legal Disputes of Employees and A/b
The settlement of labour disputes at a discfpfaary heari
CCMA, Die Labour Court or High Court is subjed to spi
Shareholder

FA

Board

R

N

N

GCE

FA

FA

GE:
HR

R

R

ODCEr*
GE

R
FA

FA

tration
ig, aE the Transnet Bargaining Council, the
xovals in terms of the de legate below

00 HR
CM

R

FA

R

GM:
ER

1

1
A

GMLIne
Manager

R

R

ER
Manager

1

1
1

10

HUMAN RESOURCES

10.1 ConckQ^of^yCcfedt'/flAc/eenenlsnthLsbcur
excluding shin pacems endmaSea for«r,njtta6on

10 2 Mandate for t^ary and weqe rwjoCafora
10 3 Recognffiai of Trade Union and Signing cf

RecogniBcflAjrwrail

Coltictrvi Bargaining ind Info Union RKognition
• Collective agreements shafl only be concluded where a cottecGve ggreement

as required by law
• Shift patterns and working arrangernenls are matters for consultation and not

collective agreement

RmSEC

FA

H

GCE

R

N

GE:
HR

FA

R

FA

OHSUCE/
GE

R

00 HR
GM

R

GH:ER

1

1

1

LM;GM

11 Report all human Capital Risks

Board

FA
Risk Committee
C

Corp Gov
N

RemSEC
C

GCE
R

GE:HR
1

12 Deviation from Approved Human Resources Policies ind recommendation of policies

HUMAN RESOURCES

*

12.1 Any (Jeratai from B
TrarsnetOTPcfcy*

1 i2 AppcovaiofHRpcfces'

Riik
Com/rat t t t

Group
Exco

FA

GCE

FA

GE:KR

R

R

OWSU
OJGS

R

0 0 HR
GM

R

CM
ER

1

CW.HR,CC

1
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* Excluding Board approved policies.

5.8 General Delegations

5.8.1 Chartering of Aircraft

5.8.2

6.8.3 Entertainment Expenditure

Airthorftylevd

Chartering oJAJrcfBl

Chartering ofhelcwtifibfCpefBEons

OO/CDSU

ML
R250000*

OCFO

Up k) but not a t c«A ig R3 mSon

Up to but nd exceeding R1 nUBon

GCE
Exceeding R3 rrflEon

Exceeding K1 n35an

• The limHs for CErODs/ GE: SUs are cumulative per helicopter per month.
Mobile phones: Authorising payments exceeding monthly limits (reflected In mobile phone contract)

CompanywWi Group Exco Member

Up to but net exceeding RIO OCO f «
ironlh

GCFO
Up to but not exceeding
RMCCOpsfmccft

GCE

Exceetfhg R20 OCO par month

Authority Lr/t l 00 : CE/
GrcupExecutivis

Up to hut not exceeding R50 OCOj«r occasitf

GCE

Amounts ewe edinqRM OCO per occasion

58.4

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 I mils. 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: Bx-gratia awards, exceptional performance,
recognition payments)

Operatirg
DtvSons(lnd
TP and TCP)

Speefeflsl
units

CE:OO

Up to tu i fW
exceeding R50 OCO

Group Extcutivt

Up to but WH
•xc«ecfing R50 000

GCFO

Up 10 but K H

exceeding
R100C0O

GCfO
Up to but not
excttdrtg
RICO COO

GCE

Up to tut net
exceeding FttrrJion

GCE

Uptofcuinol
exzte&y RSmSon

REUSEC

Up to Wool exceeding

RIOmBon

REUSEC

Uptofeitnciexcee&g
RIOmiBkM

Boird

Exceectng RIOmTion

Board

Exceeding RIOmiQon

5.6.5 Sponsorships and Donations

Approval
Authority-*

Cperaling
DryMM

Apprmal
AuUiorfty--

SpedaSsI
Unas

0 0 CE

Up to tut net
exceedrii RSmHBai

Group ExecutWt

Up to but not
exceedlrj R2rtiiBcfi

GCFO

Up to but not
exce*<Sng R7miBcfl

CCFO

Up to but not
excepting R7miBai

GCE

UpUtutnot
exceedng
R15n-iT<rt

GCE

Up to but not
exceaSng
Ri5(rSon

REUSEC

UpbbutrictexcMdfrg

R20m«cn

BEMSEC

Uptobutnot«ces<rng
RSOniBBcn

Board

£xcee*ng RMmfliOfi

Board

Exceed'^ R20niBoni

Approval Emits are cumulative per annum e g. the CE:O0 can approve a total amount of R5m per annum (or sponsorships and
donations.

5.6.6 Annual filing of tariff applications with Regulators
• 0 0 tariff increase applications to be submitted to Exco for approval.
• The CE: 0 0 In concurrence with the GCFO are delegated to file the Tariffs applications with relevant Regulatory bodies.

587 International Business Travel (including travel to African countries)

B&cm CE.O0 levtl X Operate Division

C£00
Corporau Centre
Soedaisf Units

Group Executives
Trsvd to SAOC Countries

Approval Authority

GC€
GCE
GCE
GCE
GCE
CE: TFR/CE: TE /G& Planning and SustainabVty

Detegation o( AirtdonJy Frame*** apportd on 25 Nownter 201J
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GCE ar.d Cnaipeaon I Ustt-Retrcy>ectrvSfCvig*byGCEcTChgirpef3enyitv:cevefM

Business benefits, analysis and purpose to be demonstrated In the application to the respective approval authority.
Post travel a report bade on the achievement of the above to t e submitted to (he respective approval authority.
Domestic BuslnessTravel

CnarrerconA3C£A3rwp Exeo (Jernfcea
GEofStwcefellMi
General Manajers&tenced Exco
Al cOw tab

* Approval Authority
User

Grojp Exco memfc«r rettonsfcfe
Ce.-OiVCFaOO.SLW3roup ExecuSws
Extended Exco

AH travel must be h fine with the approved Travel Policy as amended tn accordance with the provisions of National Treasury
instrucGon Mote 1 of 2013/14. Extended Exco Members 8t an OO/SU may sob-delegsts la the appropriate lower level,

5.8.9 Communication

Eitemal coruruvceSon on sfratsgyand cwalEns
Commimicafort en operational isjuea refe&ng to an 0 0
Conrnumfcafon with the &areric£er dtnislsr

Approval Authority
Gtt Pubfc end Corporate Affairs or GCE v his Oesir;nate
Group Exco Member responsible for 0 0 or any tfdecated acooiniee
Office ol t e GCe a Cha/p«rsoi] of tie Board of Directors

Approval to attend seminars and or conduct presentations to external parties v/hich may result In Indirect communication may be
approved by a CE:0D GE:SU or the GCE.

Establishment of Special Purpose Vehicles (SPVs), Public Private Partnerships (PPPs), Private Sector Participation (PSPJ
and Trusts

Eitafcfchmenl cf SPVs, PPPs, PSPl
and Truss

Commencement ot (fu«
tfBgence/Teasifclty UudlGS kx PS?s.
PPPiartdSPVa

Approval Authorty
Board to apprava attar reccrwnmla Sen by ADC, the GCE, GCfO, C£: Legal end CowfUrxt ss per the Material/
end &cniScancc Framework conu'ned in the Ccntpad «Hh tot Ster^tider I BIB transact'm is Sf-eciGed in the
Capon'* Plan MM* spmSed h Ihi Copcrale Plan tfien Board nay apprcve Ihe fransacQcn up b but not exceeding
KfftairfekofR10Cf^cn.CapWrhXheicesJC/PJMm r lcf lB^toberKanme^«JbyteBo^
scprovat
G& Commercial
Up to but net exewdfog RSm for ihe ituijy

GCE
Es^cTmg R5m for te study

5.8.11

The Company shall not without the prior written approval ot the Shareholder Minister enter Into any transaction which exceeds or
falls outside of the imits prescribed by the Shareholder's Compact or the Significance and Materiality Framework.

Establishment of Joint Ventures or Conscrtia with Entities Incorporated In foreign Jurisdictions
To be read in conjunction with 5.8.10 above.

EstaUishmeni of Joint Ventures ct
Conwrtia wtfi EnCKes ir^cpcraled
ki lofsgnJjrisSdicns

Approval Authority
Appnarai ID enter t-lo an agreemaU cr dher binding document establishing t JcrJ venture ot coRSortiuni w&h an
entity fcwpcrsied fci fcre'tn ^rbdldton requfres approval trcra S>e Sriarcrioldef Lfofeter en r«ccmmenda(oi from
| ; i Board and h addflon, if 1 also txntains foreign currency exposure, approval musl be taught and obtained as pet
he morebr/ Bveshddi brfested in f ie lecend bukl under item 5 5 1 J stevt

f capital rtsk Is RiOOmZCcn cr tetow, Board approval b required as per (he MatsfiaBty and Significance Framework
caibsnaj in f e Compact wilt Die Sria^hddar Capital rLst in excess nt RiOOrnScn lor this tansactfen are to t e
PBCcmmended by fte Board of Directors for accrovS by tt SharehoWer.

The Company shall not without the prior written approval of the Shareholder Minister enter Into any transacEon which exceeds or
fans outside of lha Emits prescribed by the Shareholder's Compact or the Significance and Materiality Framewort (SMF)

S.612 Restructuring and sale of business

Resmjckjrinq of sale of bu J W M
Approval Authority

Board in accordance wfffi SecSon H of the PFMA

5 6.13 Pension Fund and Medical Fund Rule Amendments as recommended by the Board of Trustees or the Funds

Changes to l ie rubs of h e pension and rrwdca! fund that
do not requfr* KnfaterW aporwal
Rule amendments fiat require Mnslerial approval

Approril Authority

GCfOandGCE

Bead to reconurend to fie Mnetef of pubic Enterprises for apcroval

Delegation of Authority Framewcrk apprpved on 2S November 20 IS Pag«30
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5.814 Application for Environmental Authorisation

• All environmental impact assessment or basic assessment applications must be prepared by a competent independent
environmental assessment pracfitionerfconsultanl 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 ss per the approval authority below.

Operating Division

Specialist Unit rjransnet Propvty)
Specialist Unrt rjransnet Capital Profwt i )

Approval authority to i c t as applicant for i n environmental authorisation (or
TransntlSOCLtd

Project Managed
CfceraCons Han«;flrfEnvV«vtientaI Manacer

Chief Opera5ow OfEcer o( Projwty
Prelect Director

• The applicant remains legally responsWe for the compliarKe v/fth the environmenlal 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 end acknowledgement from DEA be filed.

• Should any of the above applicants leave t ie Company, the DEA needs to be hformed in wiling of (he new person
responsible for tfie implementation of the environmental aulhorisafion.

5 8.15 Application for Liquor Licences (all types)

5.8.17

Opt rating Division

Specialist Unit (Transrwl Property and Tnnsnel Capital
Profecti and Fourufatlon)
Corporate Cento

Approval authority to act as applicant for application for tqucr licence* for
TrarunetSOCltd

Chief Execufvt

Group ExeajOvt

Group Chief Executra

5,8.16 Company Membership of Industry Associations or International Organisations

Approval
Authority

CE:OOorGE:SU

Up to but not exceeding
R5 million

GCE

Between R5 million and
R20 million

Remunerations, Social and Ethics
Committee
Above R20 million.

The relevance of such membership shall be reviewed annually by the OD/SU concerned
Enterprise Information Management Systems (EIUS] Governance Framework and Charter
The Group Executive: EMS is delegated to approve exemptions to the Framework.

5.818 Recommendation on Board-approved Policies

Devtaton kom Pciqr

Governance and E t t a Management Pofioes
HR related (succession pfenning, edudhc. exeailr/e
dnaon)
HR related 'succession planning for executtvs and \
HR related fDerlomanM manaqemenl)

Pr«ufem<ntre!aled
ProwrtV related

Rrskretaied

Treasury Related

Tat related

CSJmtaled

CcrnpfianCB relaied

Markefinq and Mnrtskq

StfitainaUly (Enefgy and Water)

B-8BEE

PSP
Fnandal Pofcy itJX Insurance

3card

FA

R

FA

FA
FA
FA

FA
FA

Aix£(

FA
FA

R

N

FAR

FA

ADC

R
FA

R

Corporale Governance artf
KcfliinaScM CommilKft

R

R

RemSEC

U

FA

FA

R

R

FA
R

Group ExCO

R

R
R
R
R
R
R
R

R

R

OdegaOcn of Authority framewcrt approved on 25 Novetrter 2013 Pag«31
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Name (Designation Approval 'Date li-Mail
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Compulsory Stakeholder Involvement

Subject Matter Peter
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Executive
Manager:
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Group In ter red Supply Cnzir, V
Summary of Version Control

Version
Number

Effective Date Summary of Changes

01 April 2016 Alignment to latest approved
Framework and policy template.

Company Policy

Inserted definition of:
Front End Loading (paragraph 4.6);
Large Enterprise (paragraph 4.7);
Project Lifecycle Process (paragraph 4.9); and
Qualifying Small Enterprises (paragraph 4.10]

Paragraph 10: Transformation and Empowerment -
Included the options of using the following as
prequalrfication criteria:

• minimum B-BBEE thresholds; and/or
• a required commitment by bidders to increase

their B-BBEE score over the duration of the
contract

Paragraph 11: Policy Framework for Socio-Economic
Development -

• Consolidated and restructured policy
statements in a manner that facilitates
understanding of the complete policy
framework; and

• Updated references to latest versions of
Government policies such as the Black
Industrialists Policy, IPAP, NGP and NDP.

Paragraph 19.1: Related Information and Reference
(Internal Documents) - Inserted Contract
Management Policy.
Paragraph 19.2: Related Information and Reference
(External Documents) - Inserted the Black
Industrialists Policy.
Paragraph 19.3: Related Information and Reference
(Regulatory Requirements) - Added specific reference
to:

• The Constitution of the Republic of South
Africa, Act 108 Of 1996;
The Companies Act, 71 of 2008;

Inserted paragraph 22 on upholding the principles of
the Transnet Culture Charter.
Inserted paragraph 23 on Policy Review to take place
every 5 years or as circumstances required based on
Company Policy framework. ___
Updated Appendix A,

Transnet Supply Chain Policy
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PREAMBLE

1. This document ("The Policy") establishes the policy framework within which the acquisition
of all goods, services and works are to be procured within Transnet. Care has been taken
to ensure that it is consistent with Transnet's vision, corporate strategy, other Transnet
policies and pertinent national legislation.

BACKGROUND

2. According to Section 217 of the South African Constitution Act No 108 of 1996, as amended
(the Constitution),

(1) When an organ of state in the national, provincial or local sphere of government,
or any other institution identified in national legislation, contracts for goods or services,
it must do so in accordance with a system which is fair, equitable, transparent,
competitive and cost-effective.

(2) Subsection (1) does not prevent the organs of state or institutions referred to in
that subsection from implementing a procurement policy providing for;

(a) categories of preference in the allocation of contracts; and

(b) the protection or advancement of persons, or categories of persons
disadvantaged by unfair discrimination;

(3) National legislation must prescribe a framework within which the policy referred to
in subsection (2) must be implemented.

Transnet shall apply section 217 of the Constitution by contracting for goods and services
in accordance with a system which is fair, equitable, transparent, competitive and cost
effective.

Transnet shall align all its procurement activities in an integrated manner with national
developmental goals, relevant legislation that enforces those goals and relevant
governmental supply chain management approaches that are cost-effective. Transnet shall
also implement a preferential procurement system in line with the Constitution and the
Preferential Procurement Policy Framework Art No. 5 of 2000 ("PPPFA").

PURPOSE

. 3. Tne aim of this Policy is to ensure that Transnet fulfils its mandate and obtains value for
money in the procurement of goods and services while redressing the economic
imbalances that have been caused by unfair discrimination in the past. Additionally,
Transnet must enhance the overall effectiveness of the procurement system and thus
carry out its procurement processes as competitively and cost-effectively as possible while
meeting its commercial, regulatory and socio-economic goals.

Transnet Supply Chain Policy 6 of 2 6
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Implementation of the policy must therefore result in the following outcomes:

• a reliable supply of goods and services of the right quality and price that
Transnet requires to fulfil its mandate, and

© transformation, empowerment and economic development in South Africa.

DEFINITIONS

4. For ease of reference, the following words used in the policy are defined below:

4.1. "Acquisition Council'7 (AC) The Main Acquisition Council of an Operating Division,
Specialist Unit or Business. Unless specifically stated otherwise "AC" also includes
Secondary Acquisition Councils operating under the auspices of the ACs and which
caters for transactions falling below the minimum threshold of the main AC.

4.2. "B-BBEE" Broad-Based Black Economic Empowerment.

4.3. "Bid" 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.

4.4. "Bidder" Any person/Enterprise which has submitted a Bid to Transnet.

4.5. "EME" Exempted Micro Enterprise as defined in the B-BBEE Codes of Good Practice
issued in terms of the B-BBEE Act No. 53 of 2003, as amended.

4.6. "Front End Loading" (FEL) This terminology is commonly used in the context of
the Project Lifecycle Process where a capital project is stii! in the conceptual or
planning phase prior to execution and construction of the project.

4.7. "Large Enterprise" Large Enterprise as defined in the B-BBEE Codes of Good
Practice issued In terms of the B-BBEE Act No. 53 of 2003, as amended.

4.8. "Local Content" (LC) The portion of the Bid price or quotation which is not Included
in the Imported Content, provided that local manufacture does take place.

4.9. "Project Lifecycle Process" (PLP) An industry developed methodology for the
development of large capital projects.

4.10. "QSE" Qualifying Small Enterprise as defined in the B-BBEE Codes of Good Practice
issued in terms of the B-BBEE Act No. 53 of 2003, as amended.

4.11. "Supplier Development" The Supplier Development (SD) Programme is an
initiative of the Department of Public Enterprises (DPE) supported by Transnet. The
aim of SD is to increase the competitiveness, capability and capacity of the South
African supply base where there are comparab've advantages and potential for local
or regional supply. This can be achieved through skills transfer, as well as building
new capability and capacity in the South African supply base. In addition, SD has

Transnet Supply Chain Policy 7 of 26
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its roots grounded firmly around the transformation of South Africa and the
empowerment of previously disadvantaged individuals and enterprises.

SCOPE

5. The Policy is applicable to all procurement activities at Transnet. The Policy will apply to
Transnet and all its Operating Divisions and Specialist Units. The Policy is intended to cover
all Transnet subsidiaries, affiliates or joint ventures where Transnet has a controlling
interest. The principles outlined in the Policy are applicable to all procurement transactions,
regardless of their nature or value.

PROCUREMENT PRINCIPLES

6. All Transnet's procurement activities shall be implemented in line with the following best
practice principles:

• Fairness and Transparency:
- c, t a j l treatment of bidders
- openness and accountability
- ethical conduct

• Social Equity:
- Broad-Based Black Economic Empowerment ("B-BBEE") and preferential

procurement
- localisation

• Value for money:
- competitiveness
- cost effectiveness

POLICY STATEMENTS

Capital Procurement / Infrastructure

7. Transnets planned capital expenditure forms the bulk of Transnet's procurement spend.
t " As a result, Transnet shall ensure that its capital expenditure results in the creation of

enterprise development opportunities as well as fong term and sustainable job
opportunities.

7.1. Expansion, operation and maintenance of Transnets ports, rail and pipelines
infrastructure presents a major opportunity for job creation. The provision of
infrastructure a'so serves to enhance efficiency across the economy, laying the basis
for stepped-up growth and employment creation in every industry. It can also
significantly advance social equity goals and address inequalities in the society.

7.2. Transnet has adopted the Project Ufecycle Process ("PLP") as the standard
methodology for the development and execution / implementation of all its capital
projects. The various phases of the PLP are detailed below:

Transnet Soppfy Chain Policy 8 of 26
C Transnet 5OC Ltd, March 2016
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Main purpose:Befee project tfgtfcrt&

Majft aotiyftla; Identification of convmerctel RfannSna risk management and define govenwass
processes

- preparea rlgomys dnd eompreheoslve

Supply chain allgnmBUfe Acquisition and Logistics 'i
management and risk maaffgerflent, In anrtldpatipn '

of effecting a procurement event

Policy Statement

7.3. Where necessary an Engineering, Procurement and Construction Management
("EPCM") service provider will be appointed at FEL-1. It is not always required that
the same EPCM service provider be utilised over the entire lifecyde of the PLP.
However, the same service provider is generally utilised for FEL-2 to FEL-4 In order

Transnet Supply Chain Policy 9 of 26
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to minimise the risk to Transnet:. Management mjst determine whether the same
EPCM service provider is required for af[ FEL phases e.g where there is a need for
an integrated approach or whether different service providers may be utilised for
each phase and must demonstrate the reason for trie chosen approach. The
selection of an EPCM service provider must follow an open, competitive process.
Furthermore, there must be a strong emphasis on creating opportunities for EMEs
and QSEs through the creation of Joint Ventures (JVs) and/or sub-contracting to
accelerate transformation and empowerment.

7.4. Transnet shall ensure that procurement of construction related works, goods or
services for expansion of its ports, rail and pipelines infrastructure happens in a
manner that creates sustainable jobs for South Africans. Procurement of operation
and maintenance services of the infrastructure shall be done in a manner that
supports sustainable job creation particularly among the previously disadvantaged
members of the South African society.

Transnet as a Public Entity

8. South Africa is a unique type of mixed economy given its history of apartheid where the
majority of citizens were deliberately excluded from meaningful economic participation. As
a result, Government has adopted the concept of a "developmental state", which means
that it can implement mechanisms in the economy to influence economic activity in a
direction that ensures sustainable transformation, empowerment and supplier
development.

Asa State Owned Company ("SOC"), Transnet is required to carry out the statutory duties,
responsibilities and liabilities imposed on its Board of Directors by the Companies Act, 71
of 2008 (as amended]. 'This legislative obligation is further augmented by those
obligations contained in the Public Finance Management Act, 1 of 1999, as amended by
Act 29 of 1999 ("PFMA"). Transnet is also guided by the principles of the King Code of
Corporate Practices and Conduct contained in the King Report on Corporate Governance
for South Africa 2009 (King I I I Report).

Policy Statement

8.1. As a major public entity, Transnet has a key role to play in the Government's
development agenda. Transnet commits itself to the prescripts of Section 217 of
the Constitution and shall undertake ail its procurement activities in a manner that
protects and advances persons, or categories of persons disadvantaged by unfair
discrimination, whilst at the same time undertaking procurement in a manner that
is fair, equitable, transparent, competitive and cost-effective.

Value for Money

9. Value for money is the cornerstone of an effective public procurement system. It is
therefore imperative that Transnet ensures that the goods, works and services that it
procures are fit for purpose and are competitively priced, based on Total Cost of
Ownership.

; * * : •

Transnet Supply Chain Policy
© Transnet SOC Ltd, March 2016

10of26

0058-0374-0001-0572

TRANSNET-REF-BUNDLE-03524



TOANWJST

Group Integrated Supply Chain Management

Policy Statement

9.1. Transnet shaft promote open competitive bidding as its default procurement
mechanism as this is the best means of obtaining value for money. All Transnet
procurement shall be done in a way that ensures that Transnet obtains qualrty
goods, works and services at competitive prices. Where possible, Transnet will look
for opportunities to leverage economies of scale in its procurement activities e.g.
by concluding transversal contracts for the entire Transnet Group.

1637

Transformation and Empowerment

10. In order to achieve transformation and empowerment, Government developed the B-BBEE
Policy and the Black Economic Empowerment Strategy,

10.1. The Black Economic Empowerment Strategy is underpinned by four key principles:

• it is broad-based;
• it is an inclusive process;
• it is associated with good governance; and
• it is part of the country's growth strategy.

10.2. Government uses a number of instruments to achieve Black Economic
Empowerment, including a 'balanced scorecard' to measure progress made fn
achieving B-BBEE objectives by enterprises and sectors with the objective of
enhancing long-term economic sustainability. The scorecard allows government
departments, state-owned enterprises, and other public agencies, to align their own
procurement practices.

Policy Statement

10.3. Transnet recognises the importance of using procurement as a tool to promote
transformation particularly with regard to the promotion of B!ack-Owned
companies, Biack Women-Owned companies, etc.

10.4. In evaluating and awarding bids for procurement of goods and services, Transnet
shall award preference points to all EMEs based on either a sworn affidavit or a
certificate issued by CIPC and to those QSEs that are greater than 5 1 % black owned
based on a sworn affidavit. Transnet shall award preference points based on the B-
BBEE scorecard for QSEs that are less than 50% black owned and Large Enterprises
which measures performance in the following areas:

2007 Codes of Good Practice

Ownership

Management Control

Skills Development

Employment Equity

2013 Amended Codes of Good
Practice

Ownership

Management Control

Skills Development

Enterprise & Supplier Development
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Preferential Procurement

Enterprise Development

Socio-economic Development

Socio-economic Development

10.5. In bidding for Transnet bids, all suppliers shall be required to submit sufficient proof
of B-BBEE compliance as prescribed by the B-BBEE Act and applicable Codes of
Good Practice as well as the regulations issued in terms of the PPPFA.

10.6. Furthermore, Transnet will encourage bidding entities to form Joint Ventures QVs)
with biack-owned/black women-owned or to sub-contract a minimum percentage
of a contract to black-owned/black women-companies.

10.7. Transnet shall also set B-BBEE targets in consultation with its shareholder in order
to monitor and evaluate its performance towards achievement of B-BBEE objectives.
The targets will be based on the applicable/relevant Sector Charter Codes. Transnet
will endeavour to do business with Empowering Suppliers as defined in the revised
Codes of Good Practice.

10.8. Transnet will request preferred bidders to submit a B-BBEE improvement plan as
part of their bid submission as to how they will improve their B-BBEE status over
the contract period. Transnet shall ensure that empowerment targets are monitored
and evaluated throughout the contract and failure to meet these contractual
obligations will lead to termination of the contract at Transnet's sole discretion.

10.9. Enterprise and Supplier development is a key strategic enabler to unlocking
opportunities for small enterprises through support contributing to their operational,
financial stability and growth. Transnet shall conduct market analysis in order to
identify opportunities for Enterprise and Supplier Development that will transform
business and enable Black Owned Companies to participate in the main stream
economy.

10.10.On a case by case basis, Transnet will set minimum B-BBEE thresholds as pre-
qualification criteria to participation 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.

10.11.Where deemed appropriate, Transnet may also include pre-qualifying criteria that
stipulate that bidders are required to provide a commitment to increase their B~
BBEE score over the duration of the contract.

Policy Framework for Socio-Economic Development

11. The Government developed a number of economic developmental policies that form the
basis for addressing unemployment, poverty, inequality as well as stimulation of economic
growth. The implementation of the following policies (amongst others) will enable the
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restructuring of the South African economy to achieve sustainable economic growth and
transformation:

11.1. Despite significant development strides made in the past 20 years in many areas of
the South African, economy, South Africa still remains one of the most unequal
economies in the world. Deep inequalities are associated with joblessness, soda!
inequalities and the legacy of apartheid geography. In sum, the economy has not
yet yielded sufficient benefit for many South Africans. The National Development
Plan ("NDP") is a policy framework geared towards the Improvement of South
Africa's economic growth and prospects. I t aims to fulfil its objectives of reducing
poverty and inequality in South Africa by 2030. Trie main economic objectives of
the NDP are: job creation, a more equitable distribution of wealth and improving
education. The NDP also recognises the importance of improving the economy for
the purposes of both sustainability and inclusiveness. The NDP objectives are being
incorporated into the existing activities of organs of state to ensure consistency and
coherence in its implementation.

11.2. The National Industrial Policy Framework ("NIPF") articulates South Africa's
overarching approach to industrial development. The NIPF highlights the need to
promote a broader-based industrialisation path characterised by deeper levels of
participation in the mainstream industrial economy by historically disadvantaged
economic citizens.

11.3. The Industrial Policy Action Plan ("IPAP") is the mechanism used to Implement the
NIPF. The re-industrialisation trajectory is implemented through successive IPAP
iterations that respond to changes in global and domestic economic opportunities
and dynamics. The IPAP guides South Africa's industrial development path towards
sectors and capabilities, which will provide sustained inclusive growth and increase
participation of marginalised citizens and regions.

11.4. The New Growth Path ("NGP") sets out the government's plan to foster growth,
create employment and equity by reducing the dependencies of South African
industries on imports, and promoting the development of skills and capabilities that
are in short supply within the country. It identifies strategies that will enable South
Africa to grow in a more equitable and inclusive manner and promotes the
development of new industry to attain South Africa's developmental agenda. The
NGP knits together the IPAP as well as policies and programmes in rural
development, agriculture, science and technology, education and skills
development, labour, mining and beneficiation, tourism, social development and
other areas, The NGP identifies six priority areas for job creation: infrastructure
development, agriculture, mining, manufacturing, the "green" economy and
tourism. It proposes both sector interventions and a package of macro-economic
and microeconomic policies designed to ensure that the economy becomes more
competitive and more employment friendly. Government has set a target of creating
5 million jobs by 2020 through the NGP.

11.5. The Black Industrialists Policy ("BIP") is a key part of Government's broad
industrialisation initiatives to expand the industrial base and encourage
entrepreneurism in the economy. It calls for bolder policy interventions on the part
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of the state to expand the industrial base of the country and grow the economy
through dedicated support to black industrialists, as highlighted in the latest
iteration of the IPAP. This policy proposes focused efforts to facilitate the inclusion
and participation of Black Industrialists in manufacturing activities. State-Owned
Companies such as Transnet provide the means of Government delivery across
strategic sectors of the economy and can be anchors of the Black Industrialists
Policy through procurement and supplier development mechanisms.

11.6. The Competitive Supplier Development Programme ("CSDP") is an initiative of the
Department of Public Enterprises f DPE"), the aims of which are indicated below:

1640

Outputs

Outcomes

Alms of the CSDP

Increase competitiveness. ca(p2j*?ility and
capacity of the local supply base

Growth in Procurement savings
local Increased secm-ity of supply
industry Local cJ1ust<er advantages

I i
Employmoni croatton
Poverty foductfort -<

(riiprovcd SOE
performance

11.7. The CSDP contributes toward competitiveness by leveraging SOC procurement spend
to develop a local supplier base indirectly by placing influence on the supplying
company or OEM (international and/or national) to develop downstream South African
suppliers. The CSDP focuses on iong term supply network development and win-win
partnerships with suppliers to achieve best value for money over the product life-cycle
rather than lowest initial cost. The primary measures of the CSDP are:

• the development by SOCs of supplier development plans which identify items for
which local supply could be expanded or developed or improved;

• the use of planning, specification and sourcing by SOCs as instruments to achieve
the objectives in the supplier development plans and to create a conducive
environment for the development of local supply networks; and

• mobilising and providing support to the supplier industries targeted in the supplier
development plans to assist them to develop the capacity and capability to
respond competitively to the SOC demand.

11.8. The Preferential Procurement Regulations, 2011 issued in terms of the PPPFA
require that an organ of state must, in the case of designated sectors, advertise
such bids with a specific bidding condition that oniy locally produced goods, services
or works or locally manufactured goods, with a stipulated minimum threshold for
local production and content be considered. In the case of non-designated sectors,
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organs of state have the discretion to include minimum local content as a bid •
condition. As a result, public procurement can be leveraged to target specific
manufacturing sectors for targeted development.

11,9. Procurement within SOCs needs to address the following considerations:
• Long term and sustainable procurement planning is critical in achieving

developmental objectives and optimal procurement size as well as
opportunities for domestic localisation and competitive supplier development.
This will create the potential to stimulate markets for sustainability in
economies of scale.

• Alignment with key objectives such as industrial policy imperatives and B-BBEE.
o Alignment between industrial financing and public procurement.

Policy Statement

ll.lO.Transnet commits to developing its procurement procedures and mechanisms
within the framework of the law in order to promote Governmental policy objectives.

11.11.Unemployment, poverty and inequality; Transnet is fully committed to the
objectives of improving growth and employment conditions in South Africa and must
be a major contributor to job creation. Transnet's procurement shall focus
consistently on areas that have the potential for creating employment on a large
scale in order to contribute substantially to the national employment creation effort.

11.12. Rural/Regional Development: Part of Transnet's infrastructural network passes
through rural areas of the country. This presents an opportunity for Transnet to
procure goods and services in those areas. Procuring from rural suppliers will
stimulate this relatively undeveloped sector of our economy, resulting in further
employment creation. Furthermore, there are also opportunities to procure goods
and services required in a particular region from suppliers of that particular region.
Organs of state are required to support and promote local to site purchases by
looking beyond the conventional criteria methods for the selection of suppliers.
Transnet shall look for opportunities to procure goods, works and services in
rural/regional areas with the aim of creating employment. Where applicable,
Transnet will ensure that if the goods, works or services cannot be procured directly
from suppliers in a particular region, these suppliers will still benefit from sub-
contracting requirements or downstream supply to the main suppliers.

11.13. Localisation, Industrialisation & Economic Growth: Based on the guidance from the
relevant policy framework and in line with the PPPFA, Transnet shall specify bidding
conditions that will ensure that the objectives of localisation and industrialisation
are achieved. In terms of the Preferential Procurement Regulations, 2011, issued in
terms of the PPPFA, Transnet shall also apply a stipulated minimum threshold for
local production and content in designated and non-designated sectors to eliminate
the practice of "import fronting". In such instances, only suppliers providing
domestically produced goods and services will be considered.

Transnet Supply Chain Policy 15 of 2 6
© Transnet SOC Ltd, March 2016

0058-0374-0001-0577

TRANSNET-REF-BUNDLE-03529



1642

u
Group Integrated Supply Chain Management 2

Transnefs procurement sha'l be conducted in a manner that 15 inclusive (through
increased participation of EMEs as weli as QSEs and black-owned firms in general)
and builds industry capacity around its build programmes. Transnet shall identify
programmatic/strategic procurement and develop long-term procurement and local
content plans. Bid requirements shall include local procurement and supplier
development which will also address the transformation agenda and aim to achieve
industrialisation and localisation objectives.

11.14.Supplier Development: In line with the supplier development requirements placed
on SOCs by the DPE, Transnet has developed and will implement a supplier
development plan in order to ensure local supply of goods and services.

The supplier development plan will aim to:

• increase procurement from black-owned firms;
• contribute to economic growth through employment creation, rural

development and skills development (preferential procurement);
• provide achievable SD targets backed by an analysis of commodities with

potential SD opportunities
• develop technologies locally and create sustainability;
• develop local small and medium industries in order to enable them to supply

Transnet with high-quality, globally-competitive goods and services (enterprise
development);

• improve the quality, efficiency and cost-effectiveness of services provided by
Transnet, as a result of it obtaining more competitive goods and services from
local suppliers;

• improve the competitiveness of Transnet as a result of procurement savings
from engaging innovative, responsive and more competitive suppliers;

• establish collaborative relationships with public and private entities to ensure
sustainable supplier development/domestic procurement opportunities;

• utilise the SD strategic approach to focus on OEM/Multinational suppliers in
order to influence them to engage lower tier black suppliers; and

• ensure that an effective monitoring, evaluation and reporting system is in place
to maximise SD value.

11.15.Transnet shall put in place a pre-bid process in relation to strategic procurements
with the following elements:

• A detailed breakdown of demand, identifying, inter alia, areas of repeat
procurement and opportunities for standardisation.

• A detailed supply analysis which identifies existing domestic supply capacity
and transformation/empowerment opportunities.

• A gap analysis which identifies areas for domestic procurement based on both
existing capacity and capacity that can be built through active supplier
development.

• Inclusion up-front in the bid of domestic procurement requirements and
transformation/empowerment.
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Sustainable Procurement

12. Sustainable Procurement is about:
o improving environmental performance building a green industrial base in South Africa

.by increasing investment in the green economy, enhancing renewable energy
procurement, the development of bio-fuels, clean coal initiatives, promoting energy
efficiency across the economy, waste recycling, reducing carbon emissions through
improved pubiic transport and a shift in moving freight from road to rail;

• Cost savings including recognition of non-tangible benefits and costs;
• Promoting respect for human rights;
• Social economy considerations including job creation, empowerment, poverty

reduction and transfer of skills;
• Robust action against corruption;
• sustainable 'green' procurement in enabling organizations to maintain profitability

while taking on the responsibility for the environment and looking after its consumers
while complying with government regulations;

• Value Chain Integration as an essential element for a best-in-class procurement
organization as it embraces sustainable 'green' practices; and

• Transparent formalized measurement and metrics of sustainabiiity across the entire
supply chain that focuses on product and process innovation emphasizing reduction of
the overall total cost of ownership (TCO) in order to have sustainabiiity leadership
focus on maintaining strong supplier partnerships.

Elements of Sustainable Procurement:

• # . * •

Environmental Considerations/
Green Economy

Recycle;
Reuse;
Refurbishment;
Efficient energy
consumption;
Reduced noise levels; and
Water conservation.

Soda! Consideration?

Human rights protection;
Zero tolerance of
corruption;
Anti-child labour;
Empowerment; and
Good governance,
accountability and
transparency.

Economic
Considerations

• CosF effective
(savings);

• job creation; and
• Local supplier

development;

Policy Statement

12.1. Transnet will source goods/works/services in a manner that promotes
environmental, social and economic sustainabiiity. Where applicable, these
environmental, social and economic considerations will be induded in the bid
requirements of a particular procurement process.

12.2. Where feasible, Transnet shall, in bid documents, promote subcontracting and Joint
Ventures with EMEs and/or QSEs and with B-BBEE enterprises where the B-BBEE
or EMEs/QSEs will be unable to fulfil all bid requirements itself due to the size or
nature of the requirement.

' 12.3. Transnefs contribution to environmental considerations/green economy objectives
shall be achieved through the concept of green procurement which is the purchase
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of environmentally friendly products and services. By setting environmental
requirements in its bid document and contract templates, Transnet will ensure that
it achieves this policy objective.

POLICY IMPLEMENTATION

Implementation Strategy

Transnets Supply Chain Management Unit shall develop a strategy for the Implementation
of the policy using a holistic approach in the organization to address the economic, social,
and environmental elements of every procurement decision and results in outcomes that
positively benefits the rest of the company and creates the framework for sustainability.

Systems

13. Transnets supply chain system for procurement of goods and services and the disposal of
assets must be fair, equitable, transparent, competitive and cost-effective. The system
must have the minimum of the supply chain management system aspects reflected below
prescribed by government customised to Transnets procurement environment:

*•-

Source: Supply Chain Management: A guide for Accounting Offi;
Authorities, Treasury

l-t.'i

Transnets framework/system includes the following aspects:

• Demand management and Planning;
• Acquisition management;
• Logistics management;
• Disposal management;
• Risk management;
• Regular assessment of supply chain performance; and
• Contract management.

In addition, Transnet will introduce e-procurement tools in line with national and
international best practice and make use of best of breed systems to ensure efficient and
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effective supply cha'n processes are in place, iransnet has already imptemented National
Treasury's eTender Publication Portal which automates the advertising and publishing of
bids. Transnet's desired end state in this regard is end to end automation of the
procurement process.

13.1. Demand Management and Planning
Business must have a dear understanding of the possible sourcing and supplier
development initiatives that a transaction could offer by understanding at the onset
what is required. iSCM must integrate with business users early to fully understand
the potential opportunities that may exist. The identification of sourcing and SD
opportunities occurs too late during the sourcing process and needs to be addressed
from the outset of the planning phase. SD needs to be incorporated into the
"business as usual activities" as opposed to being viewed in isolation as this
decreases the value that can be derived from the available opportunities.

13.2. Acquisition Management
The system in place must provide for:

• Bidding procedures;
• The establishment, composition and functioning of bid specification, bid

evaluation and bid adjudication committees;
• Selection of bid committee members;
• Adjudication of bids through a bid adjudication committee; and
• Approval of bid evaluation and/or bid adjudication committee recommendations.

13.3. Logistics management
Transnet will ensure that Inventory is re-ordered promptly, at an appropriate level,
to ensure availability when required- Material items will be appropriately defined
and set-up with correct specifications. Transnet wil! fmplement appropriate controls
to ensure that inventory is appropriately safeguarded and secured.

13.4. Disposal management
Transnet will ensure fairness and diligence in the conduct and accounting of all
scrap disposal business practices that are adopted and wil! ensure that all processes
are supported by duly documented, approved and accessible policies and
procedures.

13.5. Risk management
Transnet has adopted the Enterprise Risk Management (ERM) methodology in
managing risk within iSCM. iSCM wil! ensure continuous identification, assessment,
mitigation and management of risks on a regular basis in order to deliver on its
mandate.

13.6. Regular assessment of supply chain performance
Refer to paragraphs 23, 24 and 25 below on Compliance Monitoring and Evaluation.

13.7. Contract Management
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Appendix A.

Contract Management principles are dealt with comprehensively in the Contract
Management Policy.

Policy Implementation Procedures

14. The Transnet Procurement Procedures Manual shall be regularly reviewed in order to
ensure alignment with this policy.

Evaluation methodology

15. The standard evaluation methodology that is followed within Transnet is depicted in

Skill Capacity of the Supply Chain Management Team

16. Transnet shall ensure that the current staff and newly recruited staff are well qualified and
trained to ensure successful implementation of the Policy.

ROLES AND RESPONSIBILITIES

17. The roles and responsibilities for this policy is as follows:

Accountable : Group Executives and Chief Executive Officers
Responsible : General Managers and Senior Managers
Informed : All Employees involved in Supply Chain activities
Supports : All departments involved/interacting with Supply Chain
Monitors & maintains : Group Integrated Supply Chain Management
Policy Owner : Group Chief Supply Chain Officer
Policy Sponsor : Group Chief Financial Officer

18. The roles and responsibilities of all the structures hereunder are defined only from the
perspective of Supply Chain Management.

18.1. Acquisitions and Disposals Committee (ADC)

The Transnet Board comprises of Board members appointed from time to time by the
Minister of Public Enterprises. For the acquisition and disposal of Transnet assets, the
Board has delegated powers to the ADC. The Committee must have and maintain:

(i) An appropriate Supply Chain Management system, which is fair, equitable,
transparent, competitive and cost-effective; and

(ii) Effective, efficient and transparent systems of financial and risk management and
internal control.

The ADC may delegate powers and duties or instruct specific officials in Transnet to
perform any of the duties assigned to it.

18.2. Group Chief Financial Officer (GCFO), Group Chief Supply Chain Officer
(GCSCO) and Chief Procurement Officer (CPO)
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The GCFO/OD CFG, GCSCO and OD CPO shall ensure that an effective internal
monitoring system is in place and implemented in order to determine that the outlined
processes are being adhered to and the expected detiverables are being achieved.

TTie GCFO and GCSCO must report to the ADC at prescribed reporting times on the
following aspects among others:

o Total procurement spend as well as procurement strategies;
• Performance relating to B-BBEE targets;
o Performance in relation to the SD Programme including the NGP;
o Process disputes and information regarding deviation of processes followed; and
o Any other pertinent information required on bids, procurement policies and

procedures.

18.3. ISCM Council

iSCM Council members shall ensure that the Policy is implemented uniformly across all
Transnet Divisions.

18.4. Acquisition Councils

Acquisition Council members shall ensure that procurement processes are aligned to
the Policy across the various Transnet Divisions.

18.5. Specific Officers' Roles and Responsibilities

Specific officers' roles and responsibilities shall be aligned with Transnefs effective
Delegation of Authority Framework.

RELATED INFORMATION AND REFERENCE

19. This policy should be read in conjunction with the following supporting guidelines:

19.1. Internal Documents:

• Code of Ethics
• Declaration of Interest and Related Party Disclosures Policy
>'• Declaration of Interest and Pselated Party Disclosures Policy for Directors
• Gifts and Hospitality Policy
• Delegation of Authority Framework
• Broad Based Black Economic Empowerment Policy
o Group Compliance Policy

• Counterparty Risk Management Policy
• Procurement Procedures Manual
• The Public Finance Management Act Policy
• Contract Management Policy

Transnet Supply Chain Policy 21 of 26
© Transnet SOC Ltd, March 2016

0058-0374-0001-0583

TRANSNET-REF-BUNDLE-03535



1648

Group Integrated Supply Chain Management

19.2, External Documents
Applicable government policies including:

o The New Growth Path
« The National Development Plan
• Local Procurement Accord
• Industrial Policy Action Plan
• The Black Industrialists Policy

19.3. Regulatory Requirements:

Transnet recognises the importance of complying with all applicable regulatory
requirements as reflected in the Transnet regulatory universe. Transnefs
procurement activities are guided by various pieces of legislation and regulations.
Transnet shall ensure full compliance with all legislation that is pertinent to its
functions, in particular relevant procurement legislation. Specific reference is made
to:

• The Constitution of the Republic of South Africa, Act 108 of 1996;
• The Companies Act, 71 of 2008;
• The Preferential Procurement Policy Framework Act No. 5 of 2000;
• The Public Finance Management Act No. 1 of 1999;
• The Promotion of Administrative Justice Act No. 3 of 2000;
• The Broad-Based Black Economic Empowerment Act No. 53 of 2003 and

the applicable Code of Good Practice; and
• The Construction Industry Development Board Act No. 38 of 2000.

Ethics & Transnefs Culture Charter

20. Transnefs Code of Ethics sets ethical standards for business practice and individual
business conduct. It assists all Transnet stakeholders with their ethical deliberations and
decisions, Tne objective of the Code of Ethics as ft relates specifically to the Supply Chain
environment is to set the standard by which all employees (including employees employed
on fixed term contracts and temporary employees) and non-executive directors 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 products and services;

d) proud of its integrity and credibility;

e) consistent in honouring its social, legal and moral obligations;

f) responsible and accountable; and

g) reliable and aware of the need to foster loyalty and long enduring
relationships with all its stakeholders. •
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21. All Transnet employees should uphold the following key values;

a) treat people with respect and dignity;

b) act with Integrity and professionalism at all times;

c) be fair and honest;

d) be committed and dedicated to high quality performance;

e) be customer orientated;

f) respect and maintain the confidentiality of sensitive information gained
through association with Transnet;

g) maintain accurate, honest and complete records in appropriate detail;

h) protect Transnet's assets;

i) trust each other and be professional in conduct both within and outside the
work environment such that the conduct will not reflect negatively upon
Transnet's image and reputation;

j) refrain from using a position of authority and / or facilities provided by
Transnet to further their own interests or that of friends and relatives;

k) desist from allowing personal interests to influence business decisions or
tasks and disclose any actual or potential conflict of interest;

I) honour the content and spirit of all business transactions and do not abuse
or harm Transnet's reputation or assets or interests;

m) be honest and transparent in all actions and promote a corporate image of
integrity, honesty and stringent business ethics;

n) maintain an attitude of zero tolerance toward any form of bribery, corruption
and inducements;

o) utilise Transnef s assets for work purposes and not for personal benefit; and

p) not expose Transnefs assets to loss, damage, misuse or theft.

22. All Supply Chain activities are also to be conducted In a manner that gives effect to the
principles in Transnet's Culture Charter:

a) Having a safety mindset;

b) Being business focussed;

c) Delivering on promises;

d) Treating each other with dignity and respect;

e) Having good communication;

f) Recognition and reward for good work; and

g) Empowerment of people to perform in their jobs.

Transnet Supply Chain Policy 23 of 2 6
© Transnet SOC Ltd, March 2016

0058-0374-0001-0585

TRANSNET-REF-BUNDLE-03537



1650

iRANswer

Group Integrated Supply Own Management T
POLICY REVIEW, COMPLIANCE MONITORING AND EVALUATION

23. Policy Review: This Policy will be reviewed every five (5) years or as circumstances warrant
it and a report submitted to the relevant governance structure.

24. Monitoring involves the systematic, regular collection and analysis of information to
identify and possibly measure changes over a period of time. Monitoring is a management
function that guides behaviour In the intended direction and to check performance against
pre-determlned plans. Monitoring involves watching the progress of a project against time,
resources and performance schedules during the execution of the project and identifying
lagging areas requiring timely attention and action. Monitoring involves the collection of
data about what is happening.

25. Evaluation involves the analysis of the effectiveness and direction of an activity and
involves making a judgement about progress and impact. Evaluation is about why things
are happening. It looks at the long term effects of a project.

25.1. There are five criteria for evaluation:

(i) Relevance (Did the project solve the problem that was identified?)
(ii) Efficiency (Do the benefits of the project outweigh its costs?)
(iii) Effectiveness (Did the project achieve its intended objectives and outcomes?)
(iv) Impact (Has the project made any difference in the lives of intended

beneficiaries?)
(v) Sustainability (Will the project continue to give benefits long after the initial

investment without having to invest more money into it?)

25.2. Monitoring and evaluation are done in order to:

• Assess results to find out if and how objectives are being met and resulting in
desired changes;

• Improve management and process planning;
• Promote learning;
• Ensure accountability; and
• Inform policy analysis and development.

Policy Statement
26. Treasury Regulation 29.2.2 directs that:

"The shareholder's compact must document the mandated key procedures for
quarterly reporting to the Executive Authority in order to facilitate effective
performance monitoring, evaluation and corrective action."

26.1. To this end, Transnet shall establish a monitoring and evaluation system in order
to ensure overall performance monitoring and evaluation of the use of procurement
as an economic transformation and developmental tool.

26.2. Development of the monitoring and evaluation system shall involve undertaking of
a situational analysis of the supplier landscape In order to establish a baseline,
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development of performance indicators, identification of data sources and setting
of performance targets on the basis of the baseline..

FINANCIAL IMPLICATIONS

27. Continuous training will be implemented in line with procurement planning and budgeting
processes in order to ensure proper implementation of the Supply Chain Policy and
Procedures. Sufficient budget will be made available for this purpose.

EXCLUSIONS

28. There are no exclusions to this policy.

REQUEST TO DEVIATE FROM THE POLICY

29. In cases where material and compelling circumstances merit deviation(s) from particular
provision(s) of this policy, written submissions shall be sent to Group Chief Executive, who
shall have full authority to grant such request, in whole or in part, or to refuse same.

NON-COMPLIANCE

30. Breaches of this Policy will be seen in a very serious light. Employees who do not conform
to the Policy or Principles and Standards may be subject to disciplinary action in terms of
the applicable Transnet disciplinary processes and procedures.

Transnet Supply Chain Policy
© Transnet SOC Ltd, March 2016
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1 Interpretation and Definitions

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

1.1 "Altematlvi DItputi Resolution" (ADR) refers to the process of resolving disputes among parties without necessarily
resorting to court action, although the agreements end outcomes may t e legally binding. ADR processes Include
concfllation, mediation, adjudication and arbitration.

1.2 "Board* means the Board of Directors of the Company and includes the Board when H acts as the deemed Authority
under the National Ports Act No. 12 of 2005, as emended;

1.3 "Board Reserved Matter*" means matters reserved by the Board es set out In Annexure "A *of the Delegation of
Authority Framework approved by the Board.

1.4 "CBDO" means the Chief Business Development Officer;

1.5 "CCO* means Chief Capital Officer;

1.6 "CCRO" means the Chief Corporate end Regulatory Officer of Transnet SOC Ltd,

1.7 "CE" means Chief Executive of an Operating Division or Specialist Unit;

1.8 "CFO" means Chief Financial O f cer,

1.9 "Chafrpenon" means the person who is appointed as the Chairperson of the Board as per the MOI;

1.10 "CHRO" means the Chief Human Resources Officer;

1.11 "CIO" means the Chief Information Officer,

1.12 "CO AM" means the Chief Officer, Advanced Manufacturing:

1.13 "Company" means Transnet SOC Ltd Including its Operating Divisions, and Specialist Units, with registration number
1990/000900^0,

1.14 "Company Strategy* means the strategy for the Company as approved from time to time by the Board,

1.15 "Consultant" means a professional person appointed to provide technical and specialist advice or to assist with the
design and implementation of projects Bnd/or programmes. The legal status of th's person can be en Individual, a
partnership, a corporation or a company;

1.16 "Consulting Servicei" means those specialist services and skills that ere required for the achievement of a specific
objective with the aim of providing expert and professional advice on a time and ad hoc basis These professional

J services may Include the rendering of expert advice, obtaining relevant Information from Transnet to draft a proposal for

the execution of specific tasks that are of a technical or intellectual nature, business and advisory services, infrastructure
and planning services, laboratory services and science and technology.

1.17 "COO" means the Chief Operating Officer;

1.18 "CSCO" means Chief Supply Chain Officer;

1.19 "Delegation of Authority Frameworfc " means (his 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" shaH have a corresponding meaning;

1.20 "Digital" means technology enablernent of the Transnet workplace (HR, Finance, and Procurement etc.), Transnet
product and Transnet channel {customer, sales marketing).

1.21 "Estimated Total Cost" {ETCJ" means costs planned to bring the project Into operation. These Include costs such as:
• Direct activities relating to the project such as building materials, defwefy cost thereof,
• Project management fees;
• Gate review costs (FEL3 and 4);
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• Transnet Internal Audit Costs;
• Group Capital Integration and Assurance;

• Preliminaries and general; and
• Conflfiflendes.
Typical accounting entry type transactions such es capitalisation of borrowing costs ard allocated costs are excluded
from ETC;

1.22 Extended LeidenMp T«im or t U T refers to a layer of Management which comprises of Direct Reports to the GLT as
defined below.

153 "FRMF* means Flnandd Risk Management Framev/ork;

154 "GE" means Group Executive;

155 "GCE" means Group Chief Executive of Transnel SOC Ltd,

156 "Group Leadership Team" or "GLT" refers to the Group Leadership Team responsible for leadership, implementation
of (he strategy, and day to day management of the Company. This Is mada up of GLT Members;

1-27 "Head of Legal" refers to the most senior employee wfth 3 Legal qualification In the respective Legal Department

1.28 TntimiUonal igr iemtnt i" means agreements which are required to be construed In accordance with the laws of a
foreign Jurisdiction Including foe neighbouring countries;

1.29 "Memorandum t f Incorporation" or "MOl" means the constitutive documents of the Company, as amended,

1.30 "Memorandum of Understanding" means a forma* agreement between two or more parties. Companies and
organizations can use MOUs to establish official partnerships. MOUs are not legally birring but they carry a degree of
seriousness and mutual respect stronger than a gentlemen's agreement.

1.31 "Neighbouring Countries" means countries sharing a border wilh the Republic of South Africa;

1.32 "Non-Disclosure Agreement/Confidentiality Agreament" means a contract by which one or more parties agree not
to disclose confidential Information [hat they have shared v/fth each other as a necessary part of doing business
together

1.33 "Operating Dfvhlons" means the Operating Divisions of Transnet, namely, Transnel Freight Rail, Transnet Engineering,

Transnet National Ports Authority, Transnet Pipelines, and Transnel Port Terminals;

1.34 "PFMA" means the Public Financial Management Act 1 of 1999 (as amended), read together with its regulations'
Including Treasury Regulations;

_)) 1.35 "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) of the Companies Act, Act 71 of 2008, read with Regulation 38.
Within the Company, members of GLT Members are designated Prescribed Officers;

1.36 "Rental" means money payable for the hire of movable end Immovable property In terms of a tease agreement, but
excludes the payment of operational expenses and costs.

137 "Shareholder" means Ihe Government of the Republic of South Africa represented by tfie Shareholder Minister.

U S "Shareholder Minister" means tne Minister of Pubic Enterprises as defined in the MOl;

1.33 "Shareholder1* Compact" means the shareholder's compact being an agreement entered into pursuant b section 52
of me PFMA between the Shareholder representative and the Board from lime to time;

1.40 "Specialist Unit" mean afl business units of Transnet which have been deemed 'supporting businesses' in terms of the
Company Strategy, these include Transiet Csprtal Projects, Transnet Foundation, Transnet Property and Transnet
Corporate Centre;

1.41 "Subsldfa/y" means subsidiary as defined in the Companies Act 71 cf 2CO3 (as amended) and Subsidiaries shall have
a corresponding meaning;

Past 4
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1.42 T r a d i r " m u m sn Employee who engages In the buying and selling of financial assets in any financial market on
behalf of the Company.

1.0 T n m j n t f " means the Company with fts Subsidiaries.

1.44 T r M i i n y Regulations" means the regulations Issued In terms of section 76 of the PFMA, axended fron Bme (o time;

1.45 "Transnet Total Asset Base" refers to Ihe total value of the assets in Transnet and b set at the asset value indicated In
the integrated report for the year; and

1.4S "VAT" means Value Added Tax. AS amounts Indicated in the docurrerrt are exclusive of VAT.

Scope

This Delegation of Authority Framework records the nature and extent of the authorities delegated by the Board of Directors to the
Group Chief Executive, end tn turn, by the Group Chief Executive to the members of Ihe Group Leadership Team, In order to
Implement certain actions by or on behalf of the Company. It Includes, b the extent necessary end/or incidental thereto, the
authority to discharge all of the duties, obtfgaSons and powers imposed upon the deemed Autnority under Ihe National Ports Act
12 or 2005.

Application

3.1 This Delegation of Authority Framework applies to ell employees of the Company, including fts Operstng Divisions and
Specialist Units. It does not appty to any of the Company's subsidiaries. The respective Boards of Directors of the
Company wiH prepare the requisite delegations of authority for those subsidiaries.

3.2 The persons set out in clause S below are granted the power and /or authority to perform their functions and
responsibilities subject to Lie limits of authority outlined in clause 5 below, provided that the exercise of such power
and/or authority in terms of this delegation b not In conflict with the fallowing:

PFMA;
Board Reserved Mailers;
Memorandum of Incorporation,
Company Strategy;
Shareholder1! Compact;
the Corporate Plan, Annual Budget and Borrowing Strategy and/or funding Ran of the Company as approved by the
Board from time to time;

- Project and Programme Frameworks;
- Enterprise Risk Management Frameworit; and
- Any approvals by the Board and the Minister of Finance for the deiegaBcn of the power to borrow money or Issue a

guarantee, indemnity or security, or enter Into any other transaction Rial binds or may bind the Company to any
future financial commitment In terms cf section 66 of the PFMA,

3.3 This Delegation supersedes any prior Delegations of Authority Framework ard takes effect upon the date determined by
the Board of Directors.

3.4 The Delegation of Authority Framework shsl be sub-delegated to GLT and Extended GLT witfiin 30 days from the date
of signature by the GCE.

35 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 Office of [he Group 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 dajse 5 below f original bearer of author!!/) may, m writing, sub-
delegate to his/her subordinate ("designate^ during his/her temporary absence or for an Indefinite pericd, 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 (he extent of the authority which Is sub-delegated to the designate;

4.1.2 the sub-detegaled authority shall only be exercised within tfie original bearer of authority's respective area of responsibility:

Delegation of Authority Franwwitefccihe tan 1 S<plHntw2Q16
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4.1.3

4.1.4

45

43

44

45

the powers delegated by (he original bearer of authority cannot be cub-delegated further by the designate unless explicitly stated
M the certificate signed by Ihe original bearer of authority; and

the sub-delegated authority rnay be revoked in writing, at any time by the original bearer of authority.

Unless otherwise specificity indicated, approval of any of th< matters Osted In clause 5 below fray be granted by a designate.

With respect to all matters end authorities specifically listed In clause 5 below, the delegated authority fay the GCE to bind the
Company Is In regard to any business activity or transaction (or a series of related transactions) and b subject to the value in the
Eggregata of a l payments or any consideration made or to be made for any such business activity or transaction^) being
complied with.

The original bearer of authority or designate must ensure that all the necessary procedures and/or approvals navs been fufffled
prior to exsrds'ng any of Ihe maters and authorities Csted En clause S below.

All delegations of authority, signed by the original bearer of authority and accepted and signed by the designate, must be Tiled with
the Office of the Group Company Secretary prior to the effective date.

Company Authorities

UmHs of authority have been delegated by the Board of Directors to the Croup Chief Executive, tn the interest of good corpora/a
governance, approval s&ucfures have been established in the Company. Requests for approval must folfow the approved
governing processes end structures for recommendation, fcuf tha foal approval vests with the delegated tndMdual (for example
CB, CfO, GCE) 85 reflected In the specie delegations set out in this document

tn eases where business requirements necessitate that approval be obtained from the delegated authority vMout the review end
recommendation by the relevant govemaxa structures (CAPIC, CLT, etc) this must be reported to the relevant govemar.ee
structures immediately thereafter.

The authority to approve the Corporate Ran and Budget of the Company vests with the Board of Directors, provided that 1 must
be submitted to the Shareholder in terms of Secfion 52 of the Pf MA.

Manigemenf* Intervention In addressing, non-compliance with t h i DOA

Approval Authority

OcwraSrx? OvSfcn*
Approval Authority

Srwsrfisl Urits

COO

M

GUIbfiibir

W

CfO

Nl

CPO

Hi

CCE

Urlnted

CCE

UrBmiW

Note: AD requests for approval of ron-ccmpBance must be mads by the GLT Member to the GCE. Together with the
application for approval of non-compliance, the requestor must advise on Ihe steps/corrective measures taken to avoid a
repeat of the transgression within 30 days of the transgression being discovered

51 Capital Expenditure
i

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

NOTE 2: Capital expenditure may only t e authorised if the project has been epproved and a warrant number has been Issued by
the relevant authority

NOTE 3: It b mandatory that submissions to the GLT/GCE have been recommended by the approval bodies leading up to the
GLT/GCE

5 1 1 CAPEX In approved budget/Corporate Plan: To commence projects (execution funding)

Approvil
Authority - *

Operalng

COOsndCOAM

Uplotxilnol
fjcwdfnjj R60Cm

•ndRSXn

CAPKXFO

Upbbutncl

GLT/GCE

Uplotwlnot

AcqutiMonsiAd
CHjpwjti
CommHtt

Up ta but nd
•iCMOVflFOtfl

Bctrd

Upbbulnot
e«e«Irg

fiSSn

Shareholder
Mlnlstir

feaKngRBEbn

Cetesatcr. of Aultwily Frame«* ifcdivfl from \ September 2016

0058-0374-0001-0594

TRANSNET-REF-BUNDLE-03546



1659

•O

r

Approvil
Autfiorty-*

SpecaTsI
(Mb

GLTHmbir

Up ID tut net
ecee&Ti R2GOn

CAPIOCFO

Upfebutnd

GLTJGCE

Up la but not
«oeeiT(iR£n

Acqubttoni md
CHjpotil*
CwnmMM

UptoMnd
ewwdngRSr

Board

Upblwtw.

6h*rthoWw
MJnliUf

Erasing RE an

Reto b Materiality and Significance Framework. If (he set limit (RS 5bn) is exceeded then the Board has b ccnskler and
recommend b Shareholder Minister for approval.
• Approval limb am per Individual project, reported on a monthly basis to Croup Financial Planning
• Amounts Indicated above exclude the CEpfclissSon of borrowirg costs.
• AD ICT end digital projects requiring Epproval must be signed of by the Chief Information Officer.
• GLT/GCE b be Hie final approval gate for all capitaisatkm of maintenance projects (COPEX) singte or multi-year Irrespective

of the value of the project provided that It has been Included in the Corporate Plan.
• It is mandatory that submissions to the GLT/GCE have been recommended by the approval bodies lead ng up to the

GIT/GCE.
• Front end loading (FEL) studies are ta be submitted to CAPIC based on the value of the underlying asset on which the study

Is conducted, e g . V the FEL study Is for an asset not exceeding R6C0m end R500m respectively then the FEL study
Irrespective of its stage requires approval from Group CAPIC Please refer to the Accounting Policy for Conceptual, Pre-
feasibilily and Feasibility Studies when capitalising FEL studies.

• Approvals exceeding R2bn but less than R6.5fcn in ETC are b be reported to Lie Shareholder Minster

51.2 Unforeseen CAPEX (not Included In budget/Corporati Plan)

Apprwil Authority ->

OfOT'Jpj (MslOfli

Apprpvil Authority -»

Seerarjl Units

COOintCOAJI

Up b tut m l
exceeding RIDCm

ardraOm

GLTMmber

Uplohifnot
eceetfrgRSCm

CAPK/CFO

Upbbulitt
tcwdng R+Xm

CAPICKfO

Up t tut not
ereedng FKOQrti

GLT/GCE

Upbbu:nol
aceedngRiw

CLT/CCE

Upbtuinot
DCEedngRibn

A:qultitlo(if ind
Dfjpouli
CommittM

UplctUrol
eiceednjRtan

AeqvhUons *nd
Dfipciili
CommKUt

UckbLtrd

BcanJ

Up to but not
etceetfnj RS Stn

' Botri

Lpbtutrd
oceefcg R6.Sn

Ehinhaldtr
ftfinhter

Esaetflnfi RS 5(M

Shiriholtftr
*Cnlittr

ExscdnflRS5t«

51.3

Refer b Materiality aid Significance Frameaorfc. If the set Emit (R6.5bnJ Is exceeded then the Board has ta consider and
recommend to Shareholder Minister for approval.
• M unforeseen Cape* approved by Operating Divisions/Specialist Units within their delegated autficrily, must be reported on

a quarterly basis to Group Financial Planning.
• Amounts Indicated above exclude the capitalisation of borrowing costs
• All ICT and digital projects requiring Transret approval must be signed off by the Chief Information Officer
• Approval limits are per project subject to an aggregate of R600m for the COO
• Divisional Investment committees are to monitor the limits pertaining to the respective 0 0 and to esca!ate submissions to

Transnet If the respective OD limits are reached.
• If en unforeseen project will result in the divisional 7 year investment plan being increased then GLT reeds to be approached

for approval.
« Cumulative value of annual unforeseen approvals cannot exceed the overall delegation of authority.

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

Approvil Authority —

Derating DMs cm

COOmdCOAM

ETC may be housed to
iia^romofSSOOn

and RSCtn respectively
Increases bryond I *
amount irayenly be

CAPC/CFO

ETCmjytelrcreasttfB
lirastrumofftSCCfn

CLT/
CCE

£TCmaybetous«IlD
• raxnutporFtUbn

Acqul i l iw i irtd
Pfspotilt CommJttM

ErCmjyU roxasailD
imaxyrumofR2tn

EjcMdngRZa

SeplemtefWIfl
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Approval Authority-*

SpedafcUhto

GLTMtnbcr

ETCnaybehtreasedlo
traxirajnoTRSkn,
kioeases beyond fus
a m n l may only ta

iPtrovBdrtCAPlCtjevc!

CAflCVCFO

ETCrnay t« kceised to
• maifcnimcfRSCCn

GLT/GCE

ETC may t * Increased to
jnaxi-wma'RI.&fl

AequbSlom tod
DtspouTs CemmiHit

ETC may be tensed to
im36rsuinofR2t«

Beard

ExMtfrg R2b)

5.1.3.1

5.1.4

• Increase In ETC of projects already approved by the Shareholder Minister must be reported b the Shareholder Minister if the
increase b in excess of 15%.

• Ait ICT snd digital projects requiring approval must be signed off by (he Chief Information Officer.
• AS ETC Increases above the approved budget for a projed/programme must be reported to CAPIC.
• Amounts Indica-ed above exclude the capitalisation of borrowing costs. Increases h ETC of a project sole!/ due to the

capitalisation of borrowing costs may be approved by the 0 0 Exco/CE. Project costs and capitalisation of borrowing costs
ere to be managed separately and may not be expended on projects Interchangeably.

• Increases bi ETC of a project that results In the project exceeding a specific committee's approval Emit needs b be submitted
to the next Bpproval body. If CAPIC approved a project at ETC of R700m, and (he increase required is R200m ffien the final
approve! bedy for the increase will be GLT as the new ETC of R900m Is beyond CAPICs Imlt

• Cumulative value of annual ETC approvals cannot exceed the overall delegation of authority.
• Requests for increases In ETC need to be submitted to the approval body that originally approved the project If Board

epproved e project to the value of R2.1bn, any Increases to this project wiH require Board approval
• Cumulative Increases In ETC should be lim'tad to (he approved portfolio as per Corporate Plan. Trade-off decisions

implemented b remain wfthin the approved Corporate Plan wB have b be demonstrated to the next approval body for all
increases in ETC.

Any increase in excess of the annual approved capital investment budget must be submitted to CAPIC/CFO for approval. Where
(he CFO has approved an Increase, (he submission should be tabled at the subsequent CAPIC meeting for Information purposes.

Approval of Front-End Loading (FEL) Sludlis
Front end loading (FEL) studies are to be submitted to CAPIC based on (he value of the underlying asset on which the study Es
conducted e.g. If the FEL study Is for an ssset not exceeding RSOOm and R500m respectively, then the FEL study irrespective of
te stage requires approval from CAPIC. The following Imits epply In Instances of the FEL study Itself;

Approvil Authority - •

OFCrifrgQ'/so'S

AppfO¥iJAirthcrfty-»

COOindCOA.M

F a flutes conductor
omsutMOteueetfng

R50Qn«JR50Cn
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GLT Mtmttr

FEliti.dteron&c'js:
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R20m

CAPIC/CFO

Iptotutnotexoedirj
RfiCOm

CAPiOCFO

L'p to tulnol exceed^
RSCOrr

CITKJCE

UFtobutflcttxceetfrg
RtJftn

GLT/GCE

Uptokutrclu;ee<frg
R12tn

AcquljRJoni tnd
CHipo'Ji* ConvnlUi*

Up to tut not exceeding
R2tn

AcqubtloAi m4
Dwpwjlf Comaittut

UplotitnolexceeCiig

Boird

Exceeding R3br

Board

Exa«SfflR2tr

• Limits are per FE1 study.
• The study to be managed along the same principles as a project.
• FEL studies to bi managed and controlled by an appointed project manager b ensure efficient utilisation of Transnet

resources.

51-5 Matters pertaining to t h i Scope of i Project Schedule:
• Project timelines may not exceed the end date contained In the business case by more than 12 months with no cost

increases
• Approval to be sought from the original approval body at the earliest discovery that the 12 month limit is going to be

exceeded.
Physical progress:

CefegaCon of Adtot j Fomewrt etttdnt fccm 1 September 2016

#

0058-0374-0001-0596

TRANSNET-REF-BUNDLE-03548



c : - ;«--=:—JOJ~-

1661

Scope changes of more than 10% of the crfg'naj scope requires approval from the original approval tody.
Funds allocated for future sscpe teens may NOT be utilised to fund current Items that have depleted their budgets end
contingencies provided specifically for the item.

51.6 Asset Write-off/Scrapping: Movable Assets

•o

ApproviIAtrtherfty-*

OpwaUng tt/sfcni

Approvil Author*/-*

SpG&rstUnitj

COOintfCOAM

UplObulfVXexnedirg
R75r
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CAPlCttFO
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Uptotukotwcwdirg
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CLTJGCE

Uplctutroletceedf^
R2Km

A^ut i i t lou and
Dtf Do«ali CommtttH
Uptohjt«rt«c«<fng

RTCOm
Acquisition* ind

Dijpwab Committet
UptohJtriole<ce«frg

RTDOm

Board

EceeSrc RTOOni

Bwrd

ExceaSrs R7K)m

Refer ID Materiality and Significance Framework If the set Hmfc (currently R6.5bn) is exceeded then the Board has to consider ard
recommend to Shareholder Minister for epproval.

• The above amounts re'er to net bcok value and pertains to the cost actually paid for the asset (revaluations ere exduded)
and ere B cumulative annual limit Write-offs below R50m to be reported to CAPIC/CFO quarterly.

• COO Is to monitor the limits pertaining to asset write off/scrapping of movable assets snd to escalate submissions to CAPIC
once limits ere reached.

5.1.7 Asset write-off/ScrsppingrOemoIttlon of Immovable Assets (excluding land] e.g. buildings, structures

Approval AutJicrlty - *
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CAPJC/CFO

Up b tul nd excewSng
Rl5Cra

CAPKlCfO

L"p to tut net ixxeing
RIOCra

CLTJCCE

Uptobulnotuceedirg
R250m

GLT/GCE

UplchJlroteiceeCing
R25ftn

Acqulilliontind
Oipoti!) Commttit
Up b tu i nol exceeding

R30Cn
Aequltitloni ind

[H*p«iri ConvnJttit
Uptobutnotexceetfirg

R30O1

Board*

Eceedr^ R300m

Bo*reT

EweftSrs R30Cn

'Refer b Materiality and Significance Framework. If the set Emit (currently RS.5fcnJ Is exceeded then the Board need b consider
and recommend to Die Shareholder Minister for approval.

• The above emounts refer to an estimated market value at that point In time and are a cumulative annual Emit.
• COO is to monitor the Emits of asset write off/scrapping/demolition of immovable assets and to escalate submissions to CAPIC

once limits are readied.
• Write-offs below R50m are to be reported to CAPIC/CFO quarterly.

5.1.8 Disposal of Movable Assets (excluding sale of icrap)

Approval Aotheffty —•

Cicta'Jr.q Dvis'pii

Approval Airthorfty - *

SfwiaTjIUrS

COOandCOAM

Up to bvlnd exceeding
R75RI

GLTUtmbcr

UptotwlndaxcMdrg
R3ftn

CAPICffiFO

L'pbtxilfMtenestfng
RIEOm

CAPIC/CFO

Up b tul no) e*rwdrg
R150D

CLT/CCE

UCkitulnotenxe(Srg
RECOn

GIT&CE

Up b b u l M exceed rg
RSCOrn

AcquhUcntind
DrspoiiTiConvriKtet
UpfcbulrutexoeecSrg

R7S0n

Aeqo'iUonund
Dlipof tb Coflvnittca
t 'pb tol IKK exceeding

RTSCn

Bwrd"

EJiceeiirfl R750m

Boird-

EwerfrgR75Cra

The above amounts refer to an estimated market value and are subject to a cumulative annual Emit of R200m For sale of saap please reV
to 5 5.1.

• COO to monitor limits and to escalate submissions to CAPIC once limits are reached.

"Refer to Materiality and Significance Framework. If fre set limit (currently R65bn) is exceeded, then t ie Board need to consider ard
recommend to the Shareholder Minister for approval

5.1.9 Management'! (ntirventJon In tddrestlng non-compliance with regard to the approval of capital projects

Apcrovil Authority-*
Oparalinq Ovtefcrnt
Approval Authority ~*
SpecaEtfUnti

COOtrdCOAM
M

GLTUtmtxr

m

CFO
Hi

CFO

Na

GCE
UrArJW

GCE
(JrtfrfW

DelegaCoh o( AuDwty Fra«wA elfedfw hm 1 Septentw !m6
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* • > ,

• Together with Die application for approval of non-compliance, the requestor must advise on the staps'correc&ve measures
taken to avoid a repeat of Ihe transgression withfn 30 days of the transgression being discovered.

• If the approval of non-compliance results In the annual divisional budget being exceeded, then Hie request must be submitted
to CAPIC for approval (refer to 5.1.3.1).

51.10 Afitnation/acquisition of hnmovabli proptrty (land and servitudes)

Approvil Authority-»

OperaLrg Cr/£om

Approval Authority-*

COOindCOAU

Upfahilnolfcffleedinfl
RiMni

CLTtncnibtr

Upbtulnofeaaedmfl
RSJm

CAPlCfCFO

UptotLlAOleKzedrfl
R3COO

CAPIOCFO

Up to tut not exceed rfl
R30Cm

GU/GCE

Uptb-jtncleccrirg
KSOOa

GirrccE

Uptctwlrciexceetfiro
RKCm

Acquit lioni and
(Xiposjb Commfttii
Uptobulnoleraedirg

Rlbfl
Acqiliitioni ind

Dbooiito Commftm
Up to tul not existing

Ribn

Eoi rd"

Eiaefirg Risr

Boirrf"

" Refer to Materiality and SigaEcsnce Framev/ork. If the set limit (curreniy RS.Sbn) is exceeded then the Board need to consider and
recommend to the Shareholder Minister for approval.

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

• A l transadions entered into fn terms of the above must be reported to CAP1C/CFO.

• Only immovable property on Ihe non-core 1st, may fce disposed of (refer to 5.1.8). such disposal may only be done through
the Transnet Property,

• Amounts indicated ebove exclude the capteJisaSon of borrowing costs.

5.1.10.1 Newly identified properties lo be Included on the non-core list (Book value of Individual properties)

COO

Uptotxlfctuctedrg
R75o

CfO

L'ptohdrolnceedir-cRIOCm

GCE

Up k tulnol Mcwdiffl R2CCU1

AcqufjiUoni ind Dhpotalt
CemntttH

Up lo hit net txtndinc ivJCCrr

Board

&<ce«;ngRoCCm

These disposals must be reported to CAPOGLT/Acquisitions and Disposals Committee/ Board.

52 Treasury

Treasury Policies

Appro v i ) Authority —•
financial fun

Group Tftuurtr

RKcmir«nd

CFO

Reconmend

CCE

Recomnwrd

Rtsk

Kofrig

AudU CommtUi

Recorwerd

Bcird

Appwa

NOTE 1 : Only approved firtandal fcistruments as approved In terms of Ihe appicable Treasu7 Financial Risk Management Framework
approved by the Board and subject to such Imits determined in accordance w'tth such framework may be utilised in the Treasury
operations.

5.2.1 tnlerTransnet Debt (Treasury Inter Tnnsnel debt write-off)

Approvi! Authority-••

OfinSrQ Cf/siwi

Scedaist Units

Oiputy T ru iunr Optntloni

Up "a tul nrteicwdflg R5nj

Up Si bul not exceefro R2m

Gteup Tmiur i f

Up lo tut ret exceed're FfCn

Up to bul net eiceetfnc RiCrn

CFO

Up to but rel ewft&ig R2Cra

Uptabu!nci&a«!ingR2jn

cce
EKMdifij RJOrr

D%«()!r{ RJCin

All breaches of the above limits to be reported to the Audit Committee
External debt write-off on financial instalments due to counter-party IquWation may only be approved by the GCE.

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

Approve Authority-.

&&-P

Trader* md Oilef
TnJer

UploWrtclrcertfc
Rtm

Deputy Trtuurtf:
Front Offlci

L'ptotulnoUxcseding
Ri jm

Croup Trauurtr

UplcSutnotixceedirg
RZSn

CFO

UpbtvtndeceeAig
R5rs

GCE

AH breaches of the above Umlls to be reported to the Audit Committee.
Note: The above imits are aggregate desk limits

Delegation of Authority F n r a w t i r a t f * (cm 1 September 2016
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5 2 3 Buy ind sell back and ie!l and buyback trim actions {Expressed In nominal terms)

D

Afprovil Authority-*

Grcup-

Duration Ural

Trader*

UptotutndeKsterg
R25CM
2nesks

Chlff Trade*

Up to bul ret exceeding.
PSOCm
3«ekj

Deputy Tmiuren
_ Front Office.

Up to tul net exceeding
R750m
Imcnai

Group Treasurer

UptoCutrxlaceedng
Ritn

irrnDi

cro

Exceeding Ritn

>1 north

All breaches of the above CnVts {amount or tenure) to be reported to the Audit Committee.
Approval limits sre per transaction/event

5.2.4 Foreign Exchange Spot Transactions Operational payments, not related to hedging, early take up* or extension!
(expressed In USD equivalent)

AfpwiUtrtfwrfty-*

GWP

Traderi

Up to but rd exceedrfl
aneKrecateequf/ateil
olSJOmpsrriaylftrt

totf)

ChM Trader

Up to Eul ret exceed rg
in scgrerjato eqtdw'nt
tf$A0np«r<!iy((S53(

Deputy Trmuren
Front Office

UptobutnctexceefJi-g
in ssgrecaS «5u*rtfenl
(rfJiCCmf<r^ay(cfck

loiar)

Group Tnuun r

iptobutncteiceedirB

Ffirtfay (desk fcl4

CFO

Ecsalng a da>/
«?j'rt'BrlDf$2S0n

A!l breaches of the abeve limits to be reported b the Audit Committee.

5.2.5 Foreign Exchange Hedging Transactions New hedges or re-alignment of existing hedges (expressed In USD equivalent)
Apptovti Authority —•
Gnxp
Tenure

Deputy Trmurar Wridl* OHct

Eubrissicrj net t«xafng S10n
NcleuxetSngiSmontnt

Cruvp Treuurtr

SLtfl-oscns not txze&frQ I ICOr
Nolexce«dinG3]«an

CfO

SjtnJstioftt excee&x) SiOOn
Exceetfmg 3 years

An breaches of the above Emits (amount or tenure) to be reported to the Audit Committee,

5.2.6 Foreign Exchangi Hedging Transactions: Extensions, early take ups (expressed In USD equivalent)

Approval Authority-*

Group

Tndtrt

Not evwdirg an >g?csas
tqifva'enlof JMm per tfay {desk

Wai)

CMrf Trader

ffolexcesdirfisn

550n per ttj { tak WsO

Deputy Tmsunr
Front OfTice

B95feg3"B«)ufva'enJel
SiOOnperdayldesi

fctai

Group Treiiurer

EaeaJrs an segregate of SICCn

A3 breaches of the above fimfts to be reported to the Audit Committee.
Note: Where no specific limit is mentioned, the FRMF policy on foreign exchange rate rfsJt will apply.

5.2 7 Approval or FX hedges to be hedged by external suppliers on their balance sheet for goodshervtces to be delivered to
Transnet In respect of Rand agreements Involving foreign content

Approval Authority-*

Group

Tradtrt

M exceetfrc SiOm

CMtfTncftr

Nde*ceedincS25n

Dtpot/TreiiUfer: Front
Offlci

MeiceedlrcliOCnt

Group Tnnurir

EcMdrcJIOCm

All breaches of tfie above limits to be reported b the Audit Committee for noting
The above Emits are applicable per agreement.
Note: The Business Units must always obtain quotes on FX forward rales and false with the Treasury Trading desk that v;i I verity the rates

to ensure I is market related The Business Units can only enter Inb the FX hedges with the supplier once the rates sre accepted by
the Treasury Trading desV via e mail Once the above approvals are obtained, toe Treasury Traders will prov'de sign off on the: rate
acceptance.

57.6 Interest Rate Risk Hedging

Approvil Authority - *

&3JP

f a r m

NctfwuJ Anwunti

Nodcnal inowtof helge expressed r
RA.-O o tqufvalent in USO [FX Icani

and leases)

Grcup Trewufir

UptotulnclejcxecinsRl^i a
eqyfvaleitinUSO *

CFO

ExxetZnQ RJcn or eqwvl'enl in USD

Eueecrs5)rejf?

Oefegatcn ottufcrt/ Fwnr«:i1i effecSve frow 1 Septonter 2016
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A8 breaches of the above Emits b be reported to the Audit Committee.
Note; Where no specific Imil b mentioned, the FRMF polcy on Interest rate risk wit apply.
The gbove Emits ere applicable per hedging submission.

52 .9 Hedging of fuel risk exposures (RAND and USD)

AppfowlAirthorty-*

Tenum

h'cQcral hedge ex;ressal in USDor equva'flit "«
RAND

Group Tntsonr

f!clejtaplrg6ncn&is

itol ecwtfnc, SMm or eqitafc-l in RAND

CFO

Ex»tt! ng ISOrn « equta'e i t ir KAHO

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.
The above fimits are applicable per hedging stibmiss-'on.
Note: Where no specific limit is mentioned, the FR\1F policy on commodfty (fuel) risk wiB epply

5 X 1 0 Hedging of commodity risk eiposuns In supply igreements, Including escalation (other than fuel) In FX or RAND

Approvil Authority - *
Tenure
HcCwaf ftefige expressed h RAND
Nctcna" hedos expressed in USD

Group Trt nunr
m e««*fnq 24 roolM

Kotexee«Sr.flR)COir
NcleiceedrflStOoi

CFO •
£medinoZ4nv(hi

Eceec*no"R1OCm
EvzetfroSICm .

Afl breaches of the atove Dmrts to be reported to the Audit Committee.
The above Emits r e applicable per hedging submission.
Note: Where no spetfRc limit Is mentioned, the FRMF policy on commodity risk will apply.

5.2.11 Restructuring of hedges (Treasury)

Approvi! Authority-*

Group

Group Tmsurtr

ReMntreidalcn

CFO
Appraval DyCfO

Kclcni mctnl <R2tr and fefiurc
*i0yean

GCE

A^rcvaityGCE

fJoU3naImogrJ>R2tn|-Kfc/
tenui > '0ywn

Note: Restructuring of commodity, Index linked, credit linked, Interest rate tnd or foreign exchange related
hedges can only be approved by the abovi lulliorfty,

6.2.12 Granting of InterTransnet Loans (Interest-bearing only) to divisions/specialist units

ACT rovil Authority - •
Operating. Oisoo
ScedeSslUnl

Deputy Trenurtr: Front Otflei
Uo lo but ool euxtiSm R750m
Up 10 bu! ad vne&q Rl On

Uo b bul not exceeding RIQn
I'o lc bul no! exceefra R2S<r

CfO

Eweetfrfl R25ff

These above limits are cumulative per 0 0 / SU per financial year.

5 2 1 3 Letters cf Credit

Approval Authority —
Tranaiel

Otputy Tni iunr : Front Offlct
Up lo tul rot *«»«: n j R2SCm

Group Tr t i iunr
Uo t bj( nol e«e«Srq R5CCn

CFO
&ceeclinofi5C0m

AD breaches of the above limits to be reported to the Audit Committee.
The above Emits are per Letter Df Cred*.

Funding Portfolio

NOTE 1 : The total nominal funding amount per financial year in respect of Bonds and any other funding transactions shall t e as determined
per Board approved/Board amended Funding/Borrowing Plan.

NOTE 2: 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, trie Group Treasurer and Bny other officer sc designated In writing by fie CFO.

Detegafion of ArtMrtjf Frame*orii effedtvt from 1 Septemtw 2015 Pace 12
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B. Signatories mean, subject to such approvals by the Board and flie Minister of Finance h terms of section 63 of the PFMA as
may be applicable, persons so designated in writing by the Group Treasurer.

5.2.14 Limits for approval and signing of Funding agreements per financial year (Treasury)

Aporovj) AutJiortttr--. .
Tapping or bends (in tcccnlancs *ttti
flwappwedRmSngPlanorw
•pcrJvftJbrfceBoaTf)
SMfecwta
Dra-Mlcwn on Oremighl fecStee
fcrrtxfinq FteroMnc Crctfl FacFtej ••
Cormercia, Pater
Loeru

ExpOftCmfl AjercY t5ooe?WEixfrg

Group TmiD nr
t

Up to bul nc( exceedrg R i i t n

Uptob(,ino1ex3«SPflR2-5tn

CFO

No litfl SDOTM . . _
L'p b Dut not exceedrg R3tn

UotohilnoteMSKSroR3oo
Up b but no) exori i r^ R 5tr

UptohJthdexbeelnflRStr

CCE
Exceeding Foon

fio InJ icctet
ExxsdngRJEn

Ewee<Sro R3tn
&ceedngR5tn

E*»«Jn«)R5tn
Export Cretfil AQWC*1 WCK.-W Mxfing

Uo bbutndf t te fd r * R1t«i
Newdccesfc tend issues [in
accordance *flfi f e eppfwrt Furdng
FlaiorttBcwcvwfbyfie&wd}
ttrtbfmtrt Fiianci Insifefon
Funding
FcrtKjn lunf nq
Ary other tcurce d Lnc^a net
lUeUaiEcl stow

UphJtotncieiaedrcRitn

Up lo but not exaetinq S1C€n
Up k) tul net tuxei'rt Ritn

Up b tut noi eMsediiQ R2Cn

L'p lo tut nd t i«e*ns R2-Sfl

Up to bd r-crt eiceedira IZ50ro
Up to but net BCeecSng R2?l

EjaE«5ngR2trt

Exceeding R2 Sbn

Eiaerfmq I?5Oi
Exceeding R2tn

The sCcv« h lury*.- tubccM b thtf tficwng annusl aw^a te Imit
RSon RtZ5tn Urritsd t the ar/uaf Boat) apptcved

drrfno ptcfl

The above is subject b the following:
• Be executed in accordance with the approved funding strategy as incorporated in the Corporate Ran [including any

approved amendments).
• Al breaches of (he above limits to be reported to the Audit Committee.
• The GCE can increase funding requirements up to 10% of Board approved Borrov/Ing Plan and this needs lo be ratified by

Board, Any funding Increase abovs the 10% can only be approved by the Board.
• Any Increase In the funding requirement beyond what was h c M e d h Corporate Plan Is to be notified lo the Shareholder

end the Ministry cf finance.
• * Bank facilities must be approved and signed by either the CFO or GCE.
• *' AppTcable on outstanding balances.
• The Group Treasurer must sign aO Funding Agreements within their delegated authority Smhj, tcgether w'th Ihe CFO signing

as co-signatory.
• The Group Treasurer can approve all drawdowns and sign any ancillary transaction related documentation required from

lime to time irrespec&e of the amounts involved.
• Pricing Supplements for nev/ islings, existing bonds and commercfe! paper to be listed on any exchanges must be signed by

the CFO and GCE.
• Final Terms for new Esfings on bitemaftnal exchanges must be signed by the CFO and GCE
• The Group Treasurer is authorised to sign £d ancillary documents related to IsHngs n local and international exchanges.

5-2.15 Restructuring of Existing Debt

Apprevil Arthorlty -•

Gnxp

Croup Tnt iu f f f

ReccnmerCatfcfl

CFO
ApfmnlfcfCFO

Kctoatamxrt<%2tn tnjknurs<t3
fill

CCE

A;p<oval Oj GC£

tetcnJ arront > R2ty *nJ &
le-ue > 10 yearj

Note: Restructuring of debt Instruments can only be approved by the above authority. This could be the* result of a
change In business strategy, pressurt on financial ratios of the Group, and or change In th* macro economic
environment Such change to be reported at the lubstquent of the GLT or to GCE

0058-0374-0001-0601
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5.2.16 Signing of legally binding agreements in respect cf Treasury related activities not (Isted In 5.2.13 sbovi. {Such es ISDA,
IS MA, JSE client agreements, and data subscription agreement!)

55.17 Counterparty LImKs; Setting of LimHs

ADWWIJ Un\
Croup Trciiurv

Pric«FaskLWIi<R2£(r»

fiecwnrnertJaSon tf Ecnd Isiut l i d
Bend ksuef U n b
RecomncndaSon of SeTenenfUnVIs1

RecnrvwnJato) ol ITICJ vtfen ire
Company k expowd ta counterpart
sster rtrt es i rej-jtl of stance
paymeii ginraniMt, ferfcmtarxa
tends, mtwifcn bcrdi i t Sued
mrfar iucc£«r wrMTenlfaxl-ads'

CFO

ftfce Rslt LWts <
R250rr>

Approval cf Bcrd kms a.-rf Bend
bluer Un l l

Aocfcfli Of SeUfeTtrtl Limits1

Approval or m - * f - * f Ihf Company
h u:fw«) to coLfitoparty feauer risk

es l ra yjn of xfnnce pa/mwl
(vann less, ftfotnann tcods,
R^r.Fcntoodietlauediirjfef

•aprier ajfwrwntontfscts1

CCE

Price Risk Urrtli a
R25On»

Aucfit ComnvUit ~

Cour.ifpa.-tvRjjl(Limils<
OWTBH owmlppajiy H (as caJcuteW

kilni n i l R.«?]

•

Note: Where no specific limit fs mentioned, the FRMF pcEcy on Countar Parfy Risk wiJ eppV-
Note1: The approved counterparty limit may be utilised for price rislt. Investment risk es weB as Issuer risk (in respect of advance

payment guarantees, performance bonds, retention bonds etc) 2s tong as the sum of the Individual exposures remains
within the overall Audit Committee approved risk Emit

Mote1: Settlement risk limits are set at 1 5 times the approved counterparty limit ss stipulated in the FRMF and will be approved
with the counterparty limit

Note1; In respect of counterparties not approved by Audit Commfaee.

5.2.18 Appointment of Commercial Bankers and the Opening of Bank Accounts

/uocvsu

Proem
Is follow

Group TrMMirtf.
Reaxrn«TdA3cr b :p*w tank iccovnte and f » af pcftlmeni o1

tanteft

CFO
>fpfj/al of new bsok aocctrb end Ihe JFpoinBr.enlo/ bankei erd fta appn»al erf
i l docuirenlafcn ratafJrg_ b i j d i aastiils, t r W i i j e'edronic tanking
tfocumentetoft.

Tnere is no ditecatoi b) try OOSU U tflxM connerciaf twins of ID CfV. bank locants, dorresLcaly or «i*maac»iaJV on-V 8"« CFO my make fvdi
arcointirfnti

5.2.19 Authorisation of cheque ilgnitorin, Test keys • nd EfTi

Signing Cheque*
Styilnq TeJ* keys br peyinc,>w»«iq
EJectror* frwsfer of fcnd«

T M A tcnabrfn or one A and or< B ronaby

Tw A scmbriej or One A ind one 8 ^Qrutry
Tw A tipitJcwTea c ona A ind one 8 liQnatrr

5-250 Payment Instruction* and confirmation notet

S9^par<r«fiihslnjcGC'rVrKe9Cf5/te'J)e7ien|Visirjctos:
Skiing con&maHon nota Vi rawct o( accovsd Inancid transac&rs neateJ

T^o A i-gnafcriei of one A irdor« B icnitonr
Or.« A tarutry

5 2.21 Approval of Annual Borrowfnj Plan

Cortt>anyv#»

Boifd
Aroro« tie anrmj Scfiwoc Plan fcf •Jtcutn tv Tre«ijtv

Annual Borrowng Pan to be recommended by the Audit Committee for approval by the Board

5 2.22 Authorisation to enter Into binding transactions

Cotpany-MJe

Group Trt»ur«f
Aattwse Tisasuy employees to r k r Inb bn£r>g tax?! InnsacGGns en teh»l

cfTrsnsnct

5.2.23

Ccmpar

Issuing of Guarantees (subject to requirements of section 66 of the PFMA)

rpude

Group Trtiiurar -

Up to but ncl ixceetfng R2&n

CFO

B2C0T

CC£

lxjlr»oieffie*(^
R50Cm

Bcirf
taeavHSOam

Pace 14
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Al breaches of the above Emits to t s reported to the Audit Committee.
The Limits are per transaction.

5.2.24 Issuing Letters of Support

__ Bwrd
Onfr U~e E«nJ o.'Di*etfcis ha ulhcrirv to esu« fe^-? of dtEort

5.2.25 Issuing of lecurity per transaction (subject to section 65 of the PFMAJ

Group Treiiunr
Uptob<rtMH«*c«f-rg

R2SCm

CFO
UptotulncltcwA-g

R=COi _

GCE
Up fc butncletctp&'jg Rltn

Boifd
Easing Ritn

AH breaches of the above Emits to te reported to Ihe Audi Committee. The limits ere per transaction.

5.2.26 Guarantees resulting from Supplier Agreements

No£onaVa!ue;flrOOpsr
Brarcia'yer
tesiw fcof&rce

CFO:QD

Up fa but ndecesdinc RKOr

Deputy Trtjiur* (Mlddlt
CffleV

Up la tal rot tizes-ing R25Gm

AJbiL>eo

Group Tnuunr*

Lp la tot rot t i c t t d r j R5CGn

CFC

Esxef ng R5CXJT

AI Issuers

• The limils are cumulative per OO/SU per annum.
• The CO Is required b cbta:n legal acceptance from the Divisional Legal Department and or Group Legsl In respect of a l

Guarantees.
• Guarantees shouW te conslnrcted In a manner (hat they become payable on demand
• The m'rimum long-term creifit rating requirements may be acceptable under Ihe followtng:-

- A- from Filch Rating Investor Services or Standard S Poor's Rating Services or A3 from Moody'* Investor Services;
- Issuers not rated by a recognised credit rating agency wl ! not be accepted, unless specif c approval has been obtained

from CFO that Internally developed credit rating of the Issuer is acceptable;
- Group Treasury may aho consider an equivalent rating from other recognised rating agencies as contained in trie FRMF.

Note: The approvals of ' 3 are addfrona! and tJo not include the amount of lower level airthorily.

5 3 Finance

53.1 Bad Debt Write-off

Trade Debtors

Approvd Authority-*
OperaLofl Db&cns

Approvi! Authority-i

Efedarm Urits

COOindCOW

RSOm
CLT M«mbtr-

UFUt>utnclcxcee£r.fl
KKn

CFG
Up !o tul no) exceeding

B100PI
CFO

UpBtulnoUwterfng
RlOOm

CITJGCE
UplDtulnclexceecSng

R2S0m
GUI GCE

Up lo tul not ucetfing
R2Sfci

Audit Conmlttn
Uplotutnotexceediog

R500m
Audit Commiow

Up lo but not exceed
RSOOm

Boird

E«wdrgR5C0rt

Bcjrd

EJtceetfngRSCOn

"Approval Imits ars per transaction subject b an ennual cumulative limit of RlOOm. Specialist Unit limit is R5m cumulative per annum.

S 3.2 Setting of limits for credit facilities (Tnds debtors)

A ppfovif Authority
Oc«rat'n) Ctvfs«nf

SpecfeisIUrJU

Approvil Autf.orty -Kiy Cuitomen

OF«ratrg D^'cfr l

COO ind COAU
Uo to bet rol enedirg R5Cm

Up b tul fitf. tcetdnfl R5m

CfO
UP b U.t r«( enxedoq RlOCn

Up to hit no! excee&q RICCm

CFO

Up to tul not exceeds R'GOn

CCE
E*ct«£rc RICfim

E«=eetfrcKICCtn

GCE

ExetwJrcRtCOm

Umits are per Individual customer/cfient Credit imits are to be reviewed on an annual basis. The limits are applicable subject lo the division
loFowing the credit evaluation process.
Internal Emits between OOs are not applicable

5.3.3 Issuing of Credit notes '

olAiriTorifyFrancivcilt **c9vt twit 1 September 2016

0058-0374-0001-0603

TRANSNET-REF-BUNDLE-03555



1668

Apprwil Autfiorfty - •

OpcfSttyOvtiof*

Approval Authority —•

COOiiuiCOAM

Up (o but ret weedrg K/ari a«l
R2&n respects

CLTH«mb«r

"UptbuturtecceetftoRiCn

cro
Up b but net rczartg RXQn;

CFO

Up ta M not towcJrg FtfCOn

GCE

Ecwtfnn R2C0m

CCE

Ejttsaffng R3CCm

Umfts are per Individual credit note and relates to external parties. Issuing of credit nolss regarding intemal/interdivlslonal transactions must
be within Ihs control of the divisional CFOs.
Excludes Ihe pnxJucl reconcifiafion process at Transnet Pipelines where the CE: 0 0 may approve transactions arising out d the product
reconciGaBon process.

5.3.4 Exceeding the operational expenditure budget In total for the yiar (Operating Divisions/Specialist Units)

TTie Board of Directors to tfi informed at evsfy meeting of he financial status end latest estimates of the Company

Apprmil Authority - •

OF«ra*fl OrisJent

ApprovilAirtJiwfty —

Sfetia'sl Unto

COOandCOAM

Up to ti l l not txawfrs 5% o'
wvwed fciKfcjaf

GLTM«mlnf

Up to bjl not exceedint 5S of

CFO

LplobJtnct * r a e d ^ 754

CFO

UptobulncleceedrB7i%
of icorcved E>j4cel

GCE

Ewaecfrfl 7 i % of r)prffrt<I
butjceitoiraoiimcfira

GCE

ExaodTig 7f% of approved
bucket ID a nsdnwra of 10%

Bead

>im
Enrd

>1C%

* To be reported qjarlerly to the CFO and GCE together with mitigating BcEon plans to ensure hat key financial metrics are
maintained or met

Delegations for operational transactions that are loo detailed to include In tht Delegations of Authority Framework will be
determined and applied In terms of the detail! set out by the CE/GE In conjunction with the CFO of the respective OD/SU.

5.3.5 Establishing financial policy with regard to Insurance
Approval Auttedtt-*
Authority LM!)

CFO
Cf 0 zfa consjilirfl w'th CCRO breconirend to to fts* Corrm.3M

Rbh Comrratttt
FrdiMrcval

5.3.6 Inventory Write-off

Afprwi l Authority-*
Or«rs&ig CMSww

Approval Authority-*
S^doist Units

COO ind COAW
(JptotJlrdfticeeiiTC

R5On m<J R75m
. forectvely

"Uptobulnot
ea»odn(;93Cm

CFO
Up t i u l r d eceediig

RiOOffl

CAPKXfO
UptobutnolexxffOflg

RiOOm

CLT/GCE
UpbbutnotuaKdng

R3»m

OLTIGCE
UptotulTOttiawJng

R350m

Audit Committee
Lp b bu! not £&ee£r-g

R5C0rr

Audit Commftlef
LVbtxttno(Btf«ec)r4

R500n

Board
Excesdrg RSCOn

Burd
ExcwoVfl RSOftit

* Approval Imits are subject to an annual cumulative limit of R250m.
5.4 Procurement, Enterprise Developmenl and Supplier Development

AH procurement transactions fncfudfng reverse log'sllcs - selling of goods) must folly comply with tto approved Supply Chain Policy
and Procurement Procedures Manual (PPM),) where applicable - Any commerria! agreement (for the purchase of goods or
services) must be signed off by an authorised emp'oyee of Supply Chain Management (Procurement) prior to signing of the contract
to Indicate that all the steps ss per Clause 5.5 below have heen followed aid that ell procurement related governance has been
adhered to In addition to the other exclusions specifically mentioned In Ihe PPM, Treasury transactions related specifically to the
appointment of service providers for Transnet1 s funding and hedg'ng requirements are not subject to the PPM. However separate
procedures wH be developed for such transactions to ensjre fairness and transparency

5 4 1 Appointment of Consultants
Approval AuUiOflly-*

Opening tiwxm

Approval Authority - *

SfxcialstUnti

COO indCOAM

UptatulnJeceefrg
RtOOm

GLTMtfTter

R2Gro

CFO

Uplobulndeicft t f ' -g
RIKm

CFO

UpkbulndeuaedcQ
R15&H

GLTi
GCE

Uptobutroluacd/g
fvJCftfl

GCE

UF»tuInolec3«frfl
R300m

Acqulsitltfrrt ind
Dtpotih Cornmtt*!
Uplcbulnolejczedrg

R500m
Acquisition* l t d

Dljpoub CoimnhtM
UptobulnolucMifng

R50Cm

Excntf rg R50Cm

Soird

DelegaScn of Ac Jicrtr FranewA efeclrve from 1 Seplerfcw 2016
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•Approval I mfts ere cumulative per annum Excludes appointment of consultants to perform feasibility studies for capital projects.
• Consultants may only be remunerated at set rates as follows:

• Guideline for fees as determined by the South African Institute of Chartered Accountants.
- Guide on Hourly Fee Rates for Consultants by the Department of PutBc Service and Administration.
- Prescribed by the body regulating fhe profession of foe consultant {for thfs purpose the Gtidellne on Cost Containment

Measures issued In farms of National Treasury** Instruction Note 01 of 2Q13/14 must be followed).
• Prescribed In the Service Level Agreement concluded with lawyers on the Transnet legal panel.

5.4.2 Approval to approach the market for Open Tenders, Quotation! and the Emergency Procurement Procedures
Approval Authofty

—»

OferaSng Ohrsoni

Approval AuUiorfty
—*

Epedate Units

CSCO

Uplotulrot
exceeJng RSCCm

CSCO

Uplcfculrol
excerfrgRSXtr

CCO, COO ( i d
COAM

Uptotulwl
eKceefnO R75O1

GLT M«mhm

tplotutnot
tctp5ng RJCDT

CFO

Up b but not
eowfcfi Rltn

CFO

Uptotulrol
ocMdng R1tn

GC6

Upbbulnot
eJCeecSnflRZn

CCE

Up b tut not
cireetfrg R2tn

AcquIjUoni ind
DItpotili
Commttf*
Up b but not

ecraSng R3tfl

AcquliUJon* ind
D'tpDtall
CommWit
Upbbutnct

exawSrig R3tfi

Boim

Deeding R3on

B«rd

ExxaSrg K3bn

Open Tenders: The COO or COM! may delegate these powers to go to market with Open Tenders (o CE: ODs/SUs who may In turn only
delegate these powers to the relevant Head of Procurement The Requisition (or Request to Purchase) Issued to Procurement must be
approved by the OO'i Budget Owner or Ns duly authorised delegate. Such approved requisition or Request to Purchese wil signify that the
acquisition has been approved and that the necessary funds are available.
Submissions requiring approval by the person with delegated authority must a'so Include a procurement strategy document approved by the
respective OD/SU Procurement Head which Includes Supplier Development and empowerment

Quotation (transactions up to but not exceeding R2m); The COO or COAM may delegate these powers to obtain quotations to the CE:
OD/SU who wH in turn delegate these powers to the relevant Head of ProcuremenL CPO will further delegate specific powers to certain
managers In the procurement function to Invite quotations up to a certain value and secondly for the award of business resulting from
quotation system.

Approval to Invofci the emergency procurement procedure: The COO OR COAM may delegate these powers to go to the market with
Open Tenders to the OO/SU who may In turn delegate these powers to the relevant Head of Procurement Each OD/SU is responsible for
assigning specific persons and value thresholds for authority to Invoke the emergency procurement procedure for transactions below T8-
00m In value. As soon as possible after the emergency procurement procedure has been Instituted, retrospective authority for (he
emergency procedure must be obtained. In terms of the Procurement Process Approval Delegations (paragraph S.4.6), the relevant AC or
higher will have the authority to retrospectively approve an emergency.

5.4.3 Approval to ipproach the market for confined tenders; Confinement of tenders (applicable to transactions exceeding R2m
In value}

Approval A<j ft orty

Operating O-Afari

Approval Authority

SpedalsllWts

CCO. COO and
COAM

« l

GLT (.tominrj

U

CSCO

fa

CSCO

M

CFO

M

CFO

M

CCE

Upbtufnol
urKdbrgRSQCn

CCE

Upbtutnot
e«ce«5ng RSCCrt

Acqubilioni ind
DfspciJli
Cofflmfttit

Uf to tut not
wasfiig R* Jtfl

Acqulaitlcxii ind
Qjpoiid
Coffimfflit

Up 10 tut not
eewfr jR'An

Board

£c«dirflR13tr

Board

EraeJngRtan

The Emits are per transaction/confinement AH requests for approval of confinements must be made by the GLT Member through the CSCO
and the CFO to the GCE. The OD/SU shall prepare the submission in collaboration with Integrated Supply Chain Management (iSCMJ to
ensure that (he motivation for confinement contains sufficient Information to meet one or more of the grounds For confinement as stipulated
in (he PPM and Naflonat Treasury's Instruction 03 of 2016/2017. In terms of the Instruction Note Transnet may onfy approve a deviation
from a competitive bidding process In the case of an emergency or a sole suppler status. Any other deviation may only be allowed In

• exceptional cases subject to the prior written approval form National Treasury.

Delegation of AuflxWy Fnnwcrk ilfecS* ftom 1 Septenfcer 2016 Pap 17
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In Instances where a confinement Es confidents, the GCE may consider such confinement Intematy without be confinement request being
routed through any other Internal authority. On the GCE's support of tie confinement, the confldenBaf confinement w l thereaier be
submitted b National Treasury for final approval, I required.

Not*: Confinement must only be used in respect of transactions sbove R2m tn value. For transactions up (o but not exceeding
R2m, the quotation system must be used as per paragraph 5.45 ebove.

5.4.4. Management1 i intervention to iddr t i s non-compliance v/th procurement policies and procadures

A f p w d Authority-*

Op-erairs DVSOTI

Approvil Authority-•

Efeoi s! Un&

CCO.COOindCOAM

f i

CLT Wimbm

ra

CfO

â
CFO

KB

CCE

UpfccntnotuceWfig
RSCOn
CCE

RJDOn

Atqublieni ind
Dtopotdi CommlKM
Up t but not uceedrj)

RIAn
Acqu!iUon> ind

Dbfwi t i CommlttM

R1.5bo

Bwrd

Exacting RLEcn

Board

Exceetfrc. R1 Etfl

Note: AI reqjests for approval of non-compliance must be msde by the COO/GIT member b the GCE. The OD/SU shall prepare
the submission In collaboration with ISCM to ensure (hat the rules for t ie addressing of non-compliance are met Together
with the application for approval of non-compliance, the requestor must edviss en the steps/corrective measures taken to
evotf a repeat of the transgression within 30 days of the transgression being discovered

5.4.5 Establishing Procurement policy (opex, capex and disposals)

| Auttiorty Uv«l I Aa^feiSons vd DiscoKrts Cc*nmift« |

5.4.6 Procurement process approval

Note: Each OD/SU w3 have Its own man Acquisition Council (AC) which wBI consider end approve all procurement processes, as well ss
the disposal of scrap, fa"!ng within its jurisdiction from R2m, but not exceeding R50m This is subject to the discretion of the CE: OD/SU to
lower the R2m thresholds, or b create Secondary Regional/Local Acquisition Councils. Where a particular Transnet Entity chooses to create
a secondary Acquisition Councils, the Jurisdiction of the Secondary Acquisition Councils will start below (he R2m threshold. OOs have ffie
discretion to set the maximum threshold/s of such secondary Acquisition Councils to a value higher than R2m This value win then become
the mJn'rrum threshold of the main Acquisition Council of the Transnet Entity. The CE; OD/SU may also delegate certain process approval
powers to the relevant Manager for matters below the Secondary Acquisition Councils' delegation. Transactions exceeding the CE:
ODs/SUs delegated authority will also be considered by the OD's main Acquisition Council far recommendation to the higher approval body
(e.g. the Acquisitions and Disposal Committee). If tt concurs with the recommendation, the matter wiH 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 officers) for reconsideration or re-moGvaSon.

Approvil
Authority-*

OperatV? Oveioni

Approvtl Authority

SjTtca isi Unit)

csco

Up lo tut not
exceeJrj RSCOt

CSCO

UpbtuOol
BweWns RSCOr

CC0,C0OA,HD
COAM

Upbtulnot
wcae4hgR75Dn

CLT Uin±«f

Up » but net
exewding RJOOrn

i.tiecltotto
contract peicd not

CFO

Uplotutnol

CFO

Lptbitncl

CCE

up to but not
etctetfng

R2Bn
CCE

Up fc but not
ecesdng

R2tn

Acqubitlon* md
Clipoil i
CommWii
Uptobutnol

AcqubiUoni md
PJlpMjIl
CnnmntM
upbtulnol

Board

Ett*a3-fl RJbr

Board

&i:ee(i ng R3cr

Notes: 'f^oajrement process approval exceeding R753m, for sign-off by CFO and/or GCE as per sbove Emits
'Procurement process approval ought to be cleared by the respective OD/SU Procurement Head.

Olesaticn o< Atlhorty FranewcA effecfiv* ton 1 Septemter 2016
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5.4.7 Enterprise and Supplier Development (approval of InSatrvesfteneliclaries)

AfproviIAultorfty

Ofwatrj Q/i£or.f

Approvil Authority

Sfedabl Units

BCM CovnciV
CGCO

Up to but not
oceedrtQ R2Sri
ISCUCeuncU

CSCO

Uplotulncl
eceetfrgRSm

COOlndCOAM

UpbtwtiKX
ereeea-Q RWm
CLT Utmttn

Up total**
excestag RSOn

CFO

Up to but nd
reetfrq RIECn

CFO

Up b tut ret
eccedng

RISOm

GLT/GC£.

Upbtutnot
ecee*oR253m

CLT/GC6

Upbbutnot
acee&ij R25On

Acquisition) ind

CommittM
Up b but net

ecWfSnflRSOOni
Acqulsffloni tni

Oltpciilt
ConmftiM -
Uptabulnot

•nceetfnfiRKOm

Bwnr

EasdrflRSMn

Boird

tcestjrg RJOJn

The Bbovemenb'oned delegations a*e per trans action.
•REMSEC to note all Enlerprise and Supplier Development transactions.

5.4.8 Approval of Procurement Plans

National Treasury Instruction 02 ot 2015/2017 requires that Transnet must submit an approved annual procurement p'an b the Matonal
Treasury by 31 March of each year. Transnet must sjbmit quarterly reports on the procurement plans by the 15* of the Month following the
end of Ins quarter. Transnet must table the quarterly reports In Parliament on a quarterly basis. Any amendments to the crigfna'
procurement plan must be approved end submitted to the National Treasury within 10 calendar days from approval

Actro«J of Aiwial Prco.rer.ent Plan
Approval or quarterly reports b 0*1 Natcal Treason vi sny axend.-neils B f t
orWnal p»cciirvnei»l p'an

Authority Ltvtl

GCE

5.4.9 Approval of Restriction of Suppliers

National Treasu7 InstrucBon 02 of 201S2017 requires that Transnet must follow a process of restriction where suppliers havg acted v;lth
misconduct towards Transnel On finalisatlon of this process and approval Internally, Transnet must Inform National Treasury of the
restriction wtUAi 7 days with the details of the restriction. National Treasury will then load the details on its Database of Restricted Suppliers

Authority level
To note • I Entenxw End &jccile- DeveSocmeil trsnsacGcs

CFO
REH3EC

5.5 Contracts and/or Agreements

NOTE 1 : 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 the Company and/or its OO'i or SU'a or any
other legal documents may only do so with the prior advice of the relevant Leg i Services department as set out In the
Legal Policy.

NOTE 2: Unless otherwise Indicated in the authorities below, (he authority to execute a contract or other bind'ng document carries
with Ft like authority to cancel or modify i t but only with the prior written advice of the relevant Legal Services department
as set out In the Legal Policy and if ft relates to Procurement Contracts, the process prescribed In the Procurement
Procedures Manual must be adhered to.

NOTE 3: Any person authorised to enter Into an agreement/contract or other binding document involving cap:tal expenditure must
havs obtained prior financial approval in terms of the procedures set out h 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 cr other binding document carries with I the understanding that an authorised
payment required thereby will be made ence 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 National Treasury Instruction 3 of 201672017 Transnel must ensure that contracts are not varied by more than
20% or R20m {including VAT) for construction related to goeds, works and/or services and 15% or R15M (including
VAT) for all the goods and/or services of the original contract value, whichever Is the greater. Any devlaSon In excess of
the prescribed thresholds wTJ only be in exceptional case prior written approval from National Treasury.

CetegaBoo o'hjir.cnty Frame**** etfecttw torn 1 Septembw 3016 Pa;* 19
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The PPM preserves the process that must be followed in terms of epprovEng procurement contract amendments:
Non-materiel amendments (i.e. where the scope, value and/or period of the contract is less than 10% of the original contract
value): the manager with the delegation of authority may effect such amendment and is only required to Inform the Acquisition
Counci (if within the Acquisition Courts Jurisdiction) of such amendment es soon es pos&Ie thereafter. The manager who
approves the amendment may be the original sfgnatoy of the contract if the cumulative value of (he amended contract is sBl
within Ws/her delegation of authority. However, If the cumulative vafce of the amended contact is above f ie original signatory's
delegation, the amendment must be approved by the next level of authority en review end recommendation of the original
signatory.

• Material amendments within the Acquisition Counci! threshold {I.e. where the scope, value and/or period of the contract
is greater than 10% of the original contract value but less than 20% or R20m (whichever b the greater) for construction
related goods, works and/or services and less than 15% or R15m (whichever is t ie greater) for all ether goods and/or
services): the manager with the delegation of authority may not effect such amendments without the PROS approval of
the relevant Acquisition Counci first d such amendment Following Acquisition Council approval such amendment
needs to be signed off by the original signatory (i.e. the person with delegation of authority who signed the Initial contract
or the person mandated to do so) provided the cumulative value of the contract and subsequent amendments) still falls
within his/her delegations. However, f the cumulative value of the amended contract Is above the original signatory's
delegation, the amendment most be approved by the next level of authority on review and recommendation of the
original signatory.

• Amendments to contracts within Vie AC threshold and In excess of the National Treasury prescribed thresholds of the
original contract value win be dealt with as follows: In such cases, PRIOR review and recommendation must be obtained
from the appropriate AC first, as wen as the original signatory. The matter will be submitted for consideration to the
person with delegated authority if the amendment brings the contract above the original signatory's delegation of
authority. The CPO of the OD/SLJ or histfier delegate wiD then forward the submission to the office of the CSCO for
Internal review. Once internal support from the CSCO's office has been obtained and support from the person with the
delegation of authority to sign the final contract value, the submission can then be senl by the relevant OO/SU CPO to
National Treasury for final approval. On approval, the amended contract will be signed off by the person with the
delegation of authority to sign oU the contract value concerned.

• For higher value contracts (i.e. those signed by the CE: 0 0 , the CFO or GCE), It Is advisable to obtain a written mandate
from thai 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 51 Entering Into and/or signing of Contracts and/or Agreement! snd award of busmen; (including the tale of scrap)

Approvil Authority

Opera3ng d/scRi

Approval Autherity

Ejects ] jn Is

CSCO

Uptotu:ncl
exceeding RiCCn

CSCO

Up to tut not
exceefnc R5C0m

COOwdCOAM

UptofcuCnd
excee<5ri)R7Hffl

GLT Mttnttrs

Upbbulncl
exceeding R5CCn

lUtjocHethe
centre! ptfed not
eacwdto) 5 yesrs

CFO

Up to but not
e*£Mrfnj R1 Stfl

CFO

Up to but not
eeesdng R15tn

CCE

Up to but net
excesfinc S2 5f t

CCE

Up Ic but not

Aequbitieni and
Dtipni l i
ConuniUM
Up to but not

ejceeSno, R3.3n

ACqubiL'oni ind
DfspotiFt
CommW«
Up to but not

e*cw*g R3 5tn

Board

Excwdif fi R3 5tn

Board

£xxttir$Ki5kr

Contract award delegation carries with it the authority to issue letters of Intent, letters of avard, letters of regret and s'gning of the final
contracL Values are per contract for the fult term of Ihe contract (Total value of contract excluding VAT) on cond ticn 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 or Specialist
Units, Including the payment process provided that the contract amount is not exceeded.

5.5.1.1 Contncts > R7C0 m, Including Tnnjnet 's top 70% value opex Hems and c » p « contracts

DeiegaCon of AutHcrty Forwwrtt effective torn t S*p(emtef 2016

0058-0374-0001-0608

TRANSNET-REF-BUNDLE-03560



1673

Prior to entering kilo a high value (grealsr Ihan R700mJ / hfghfy complex contract (especially for the top 70% value opex Hems as
dealt with by ISCM Strategy Sou/ring commodity teams), any authorised official must fret lase with a muW-discrpIinary team of
experts at Corporate Centre, wno should each sign off on any agreement/contract or ether biiding document •

CSCO.
Chief Legal Counsel - entire document
CFO b sign-off after sign-off from the flrt&xfl Departments (Group Finance/Reporting Financial Planning, Tax and
Treasury).
CCRO.
Contracts less than R70O m wflhln the OO's Emit of authority, require a s'mHar process ES set out above to be followed by tfie
relevant OO/SU.

5.5.1.2 Contracts with foreign exchange exposure

• Approval to enter fcto an agreement'eonteel or other binding document Involving foreign currency exposure (including
International agreement) may not be sub-delegstsd lower than to the Chief Procurement Officer (CPO) of an OD/SU.
Approval of the divisional CFO is required to enter Into the contracts that may result in foreign currency exposure.

• The duly authorised official must obtain prior written approval h respect of FX agreements above R50m from CSCO, Chief
legal Counsel, Group Treasurer, Group Tax, CCRO, CFO, bo!h where the contract wIB be concluded in foregn currency and
especially in such cases where foreign contracts wBI be concluded in South African Rand, as this may expose the Company
to an embedded derivative. AH FX agreements above RIOOm must apal from the above also obtain written approval from
the CFO. The CFO to sign-off after sign-off from Group Treasurer, CFO, CCRO, and Chief Legal Counsel (the entire
document).

552 Entering Into and/or Signing of Revenue ContractVAgreemerits and authority to Issue binding quotes locally: (excluding
leas a contracts and the tale of scrap)

•P

Approval Authority
—•

Cperalirg Dv'sfflis

Approval Authority
—«

SpeoariS Ur t i

COOindCOAU
UmBpefA-incmper
cantracjupbfculnct

exceeds
5 yean

Up to but not
eceetSnc. Rtfcfl fcr

the total cwilracl

Umll per Annum per
corfrictuptobulnol

exceed^
5)«ari

Up Is tut net
ejceeSngRibnfcr

Ihe but cenkwi

CBDO
UirtftrA-wuinper
ccnlrad Lip to t<jt r.ot

(xceedng
5years

Up to but not
exceajng R3 Sw
for IfcetoU contract

GLT Mtmbef
Uffi per Annum per
contract up to tvlnol

•xccetfDs
5 yew

Uptobuinot
C<ceed"n5 K50m

CFO
Una per Annum per
ccrtraduplobutncl

eceedng
5 yean

ecceecfnc KSbn
far r e total contract

cro
L Imlf«A.iminf«r
ccnreduptotulnol

eceedng
Ey«3i

Up X tut nol
ectadrc R2Jon
fcrtwfcaOTTtract

CCE
Umitpar Annum por
conlradupbtulnal

5 yew

Up to tut not
aceaJngFW.an
brttalcsnlrad

value
CCE

UrrJtpef/jmun'pe'
caifraduptoMrot

sxnfdinc
5ysaf|

UptoRt i tnforN
bticonfrsd

Acquii.i/oni in<>
Dispoiifs
ComrniEH

UmA per Annum per
ccnlrsctand

ran tracts exceed ig
Svean

UptoRStrnpef
annum, uittnted
fclafecnlracin'i*

Acquisitions and
Obpoilll
CommRtti

UmilE«rA/wunF«'
CGntracli'd

5 man
UptR5tnp«r
anam.urimtet;
fcia'wiractwLe

Board
Uni( per Annun per

COltrsdl.Tj
ccrtradsexceMnG

5 yean

E«e«fng Rftn fer
annun 9nd unfirried
tcUamlractwiLB

Beard
UriperAnnuirpa-

contact and
ccrfadseice«dfis

S years

£jtceecfngR5tiiper
annum and unTr^ted
toaconiractvBVe

55.3

• Integrated customer agreements where a service incorporates more than one dMson must be s'grted off by the Chief Legal
Counsel, CFO and the CBDO In addition to sign off by the CE- OD/SUs, up to but no! exceeding reverue of R500m per
arnum not exceeding 5 years.

• If the contract period is telow 12 months th? contract value is to be annuaised end Ihe delegated authority required to
approve the transaction win be determined ty the annualised amount

• A l Units indicated above are exclusive of VAT,
• Board approval is required if the annual value of trie contract exceeds R5bn.

Entering Into and/orSlgnlng of Revenue Contracts/Agreements and authority to Issue binding quotes Internationally
Including cross border contracts: (excluding lease contracts i nd the i*fe of scrap)

Approval Authority COOandCOAM
Lfnril per Annum per
co i fed up to but no!

eceaOng
5yeari

CBDO
Unlp«f Annum per
ewsraduptoMrol

CFO
Lkit per AVHTI f* f
co-lradupbbutnoi

CCE

contract up to but not
exceefl-g
5 yea is

Acqultrtionii.id
Dripoiilf
CormlttH

Unit per Arvtun per
contract and

Board
Unt par Annum pv

con tract and
ccrfects exceed^

5 wars
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OparrfrgDMskri

Approval Authority

Dptatutnol
effieetfrg Rltn

GIT Mimhf r j
Unit F«r A/rum per
ccntrxlL-Flcbutrcl

Up to tut net

UpbMnci
(»Ce«5rgRt.7a3t

GLTMimbim
Umil p»" Annum pw
Retract up to but not
e*xofng5yea.'S

Up lo but not

Up to but cd

CFO
UmltperAwLmper
ccnirad up fc tut nol

no t ing
5 years

Up lo tut not
i*cw*i)50Cni

Up ID be: not
eci©5njR2Efl

GCE
LJnfl per Annum per
attract up totut not

exceedng
Spta

Up lo bit net

contracts eKttdq;
5 years

Up total net
effi«f5rgFWtn

Aequliilkxii md
Dfspwiti
CcmmBttt

Lfrjtfw Annum per
CGT trad aid

cai tracts tceeirf l
8y=ari

Up to but not
WCWfSTQ fV f l

Eiceeding fWtr

Board
UnHpir Annum per

ccntradand
ccnlr«i ecesdlrg

Syean

Exceeding R4»i

D

5 5 4 Internal Contracts

Contracts between 0 0 end/or SUs such as service level agreements end project specific agreemenis may be entered into
between the respective GLT Members.

5.S.5 Property and leas t Agreements

AH fritemal and external Property Lease Agreements Including revenue generating leases end expenditure leases (excluding
vacant land).

ApprwiJ Authority-*

OpyaJrg On'scfiJ

CLT i'enbtr

Up(obulroteiCSG(!<ng
RlDOnperlMseFer

annura
Teniwiwl«asSfjj5

coo

UpbtutnHeiceec'rg
R200rr anrua&ed

Twura nol axctedrg 10
yea?

CFO

Up lo tut ncl exceed )̂
R2C0mMlem

Tnu-tndexceeSrgtl]

GCE

Upbh;lr«tucee<!iig

Ttnura ex^s^ing 10

Ac^ulsitioni and
DbpowliCcwnmrat!

Euxec7ngR5CCnU
tern

Te"weuce«itrg
ISpari

'•£>

Tenders that include slienation/lessing 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: Al cession or assignmenl of Lease agreements shall be approved by the CFO or COO. For cession of
leases at 0 0 level, the CE of the respective OD/SU may approve cession or assignment of tease agreements.
Cession of lease agreements, renewals and extensions of lease agreements with a change to material terms of the existing
(ease e.g. extension or shortening of the lease period, change of rental terms e!c. may be approved in terms cf the above
limits I.e. where (he 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 wilh the relevant dMsfon/Transnet Property before
entering Into erry Lesse Agreements.
Afl 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 then Acquisitions and Disposals Committee approval Is required. For the purposes of this transaction
V2canl land Is considered to be undeveloped land.
In cases where vacant land Is leased out vrfth Its own rental premium appficatte 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 lettabte vacant land. Die GCE shall approve such lease transactions in Ine with rtis limits of authority as
stated In the table above.
InterdMstonaJ leases for vacant land may be entered Into and signed by the respective GLT Members.
Leases for vacant land exclude the lessirg m of land to be used for lay dovrn areas and bom?* pits for projects
Special Delegation to apply to the CE of TNPA in compliance with the National Ports Act of 2005 as amended
Internal leases between Transnet Property and the ODs/SUs may be signed by the CEs or GE's of the respective ODs'SUs
Revenue Generating Leases: Lease agreements concluded by Transnet In Is capacity as lessor for purposes of generating
revenue.
Expenditure Lease: Lease agreements concluded by Transnet in (Is capacity as a Lessee.
Properties on DPE approved Transnet non-core Gst may only be leased out for a maximum period of 10 years Any leases of
these non-core properties for longer than 10 years require s 54 (2) of the PFMA approval by the DPE

Dete£aL"cn of Aifcofly Framework tFfectiv* from t SijUemtar M16 Pact 22
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D

£.5.6 Non-Dia closure Agreements
Non-Disclosura Agreements can, with the eutfiority to sub-delegate, be signed by the COO and may fce sub-delegated to CE: OD
provided there are no direct monetary obligations created for Transnet. Group Legal should vet all agreements.

5.5.7 Memorandum of Understanding
A Memorandum of Understanding must be signed by the GCE, with the authority to sub-delegate. Trie COO, CFO, COAM, CCRO
and CBDO have ful authority to implement any such transactions. Group Legal must recommend to the GLT member concerned.

5.6 Ltgal Services '

NOTE; The provision of legal services must be In accordance wfth the Legal Policy, tn respect of eTI [ib'galon the bearer of the
authority may, after ta'sing legal advice from Group or DWslonal Legal Services, as the case may be, execute all
documents and do a3 things necessary to give effect to his/her authorisation including submission through governance
structures.

5.6.1 Commencing and settling any litigation, arbitration and other forms of Alternative Dispute Resolution

AfpfovaJAi/ttorty-*
Cce-atrs&rscrj

CLTWimfctr
Up to but not easting

R£n

COO
Upbtu' t tKaoxsdrH;

R35<r

Chief Legal Ccunjd

CCRO
UpbbutnoleKsecrrg

FUCm

CFO
U? Iota: net eaceetfrg
R'COtr tSt ccnanvKB

of CCRO

GCE
6ce«f ng RiCCn

Approval limits are psr litigation matter aid relate to Ihe settlement ernounl of (hat particular matter.

5.6.2 Disputes with Government and matters posing a reputation at risk to tht Company

Appwvit Authority -» Risk Ccmruttet
k'ittn vikti pesa a repulabcrat risk to lh« Con-pan;

ittxrtj be fctmittiJ fcr cor rtJerafon.

Bciri
Any tfcspilei w!ft oevemfwnl rifles cr »txrt te

oufcerce of any HgaSoi, lAinton or jiirCar
poceadrgs Is wktf to t.M a ma^j l e f td M f e

tv>rr«Ji. fraxiaf amJifcfi crpmpec^ of Itie
Company

5.6.3 Defending matters In court or any other competent forum
Approvd Authority-*

subjedb
cf aComeyi wAof tina'es tot n th Cfxeftfinsi

iltyurt,W

NOTE- the Standard Operafing Procedures for LKigation Matters prescribes the following:

• Upon receipt of instructions, tte Legal Advisor must ascertain from the facts of Ihe case and fn law whether
- Transnet has legal grounds to pursue litigation and whether ft would be financially viable to pursue litigation bearing in mind

the quantum of the matter and the costs of pursuing tha matter.
• It would be more advisable to settle lha matter.
- There is any reputaScna! or other risk to Transnet In proceeding with the litigation
• Whether there Is any precedence that needs to be created by the company for future similar matters
• Should the Legal Advisor be satisfied that, on the facts presented, Transnet should Institute legal action, the Legal Advisor

must submit a written request to the person duly authorised. In terms of the Delegations of Authority Framework, for
epprovat

• To institute litigation on behalf or Transnet; and
• To eppclnt an external attorney from the Transnet approved panel of attorneys

5 64 Subject to the Ltgal Policy, the appointment o l external advisors, attorneys, advocate! and m y other external legal
advlson Including adjudicators, mediators, arbitrators for purposes of alternative dispute resolution process under
NEC3 contracts or any other contract.

Approval Authority ~*
OPE RAT WG DMSiON

6p«clia»t Ufiiti G£t and K i i d i ol

CGO
UolotulnotwawdinsRJSii

CLT Menbtr*

Up to but not wceaJro RiCm

CCRO
Lto to fcti nol BtceeSro R50m

CCRO

Lfpto M no( eszerfrg ^SOn

GCE
EicMrfirfl RSOn

GCE

Enxettrg FtfOrn

•
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• The amounts indicated relate to t ie claim amount in the csss or commencing IfSgab'on, end the Estimated legal fees to be charged in
3D other matters.

5.6.5 Pleading to criminal ehargei and payment of penalties Imposed by Regulator! and Government Depirtments.

Approval AirtftoHly-*
OPERATWO DMSION

Sp*diDjt Units GEi ind H* id i at
Leqtl

COO
Up to bul not BtceeSnq R35ro •

GLTMemfe***

Uptotu(na(txcce<SngR15n

CCfiO
Up to but nol excNcTrq R50m

CCfiO

Up to tu l rol txcttifQ RSOm

GCE
EreeedrnRSCrr

GCE

Eroeafrg RKm

• The amounts htfcated relate to Die amount of fine or penalty competent or Imposed aga'nst the Company.

5.7 Human Resources

INTRODUCTION

The Delegation of Authority for Human Resources provides fcr controls and good governance In the folio-wing areas:

• Organisation Management

• Personnel Appointments and Remuneration

• Appointment of Fixed Terni Contract Employees

• Interim f Act hoc Remuneration Adjustments

• Rewards /Awards / Exceptional Payments / Ex-gralia Awards

• Suspension of Employees

• Dismissal of Employees

• Mutual Separation Agreements

• Collective Bargaining end 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 one hierarchical reporting level
higher than the employee far whom authorisation is required

2. When acting ki a higher capacity, decision for own portfolio or department that will ordinarily be recornmended by the acting Incumbent
must be referred to one level higher.

3 Where an incumbent acts In a higher position, the fufl powers of delegation of the position in which the person is acting, may t e
transferred to the acting Incumbent. The incumbent's Immediate fine manager must agree to the appointment of the acting person
The powers delegated to the person scb'ng must be dearly set out in a written document and the person delegated the powers must
sign written acceptance of the powers.

4. Each OD/SU 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 The HR delegations contained herein cannot be sub-delegaled except when delegating to an acting Incumbent acting In the rctes
specified therein.

6. Board recommendation and approval is required for the appointment and remuneration of the GCE ard CFO
7. The Remuneration, Social and Ethics Committee (REMSEC) provides final approval for the annual reward allocation including the

salary mandate.

All matters relating to the position of the GCE and CFO are reserved for the Board and Shareholder Minister In fine vn'th the Compary's
governing legislation and mandates.

ABBREVIATIONS

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

FA
FA.-CC

FA:OO

Final Approval
final Approval for Corporate Centre

Final Approval for Operating Division

Page 21
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iP

ROD
A
A.-O0-
C
N
1
CHRO
GLT Member, CE.GE
GMHRJT
GM;HR,CC
GM.LR
OOHRrGM
U L G M

RecommencfaBon
Recommendation by Operating DMs!on
Has provided advice
Advice provided by Operating Division
Consultation
Noting
InifiaBoh
Chief Human Resources Officer
Group Leadership Member, Chief Executive of OD or relevant Group Executive
General Manager Human Resources, Te!ent and Transformation
General Manager Human Resources, Corporals Centre
General Manaqen Labour Relations
General Manaqen Human Resources at the Operating Division
line Management - General Manager

The table below sets out the delegation framework for Human Resources.

HUMAN RESOURCES

1.1 CLTC*L**l)E«ctffrt
Cfnarin

\2 GIT r d Gap
EwatveiALeve'

1J Genera} Manager* (9

1.4 Euatv i Manage.1* (C
Levtfl

1.5 Senior Mnasenenl{D

16 ELi-.fJirdteicw

ShinftcUir

FA

OfjanBition UjnigtmtnL Cr>*Uon of New Poiitiont f Chingi tn Petition* / fitlUucturinjXhangt of
otginbaOona) itructun

• No p«imjnanl Of bed term contnetpciltlon cm bt cnited or Un gndt Icvtl thinjtd unWn the
Ippiovid Orginlwllofl libnagement govtmi.ict wu followed bi nipcct of (h« tvihifUon of pciftiont
•nd ritincitlon oFgradt level).

Boird

R

h

FEMSfC

C

GCE

FA

FA

CKRO

R

R

R

GLT
fJemtif

R

VA

1

C&OD/SU

1

R

R

A

OOHR
CM&OD

COO

1

R

R

FA

LM:GM

1 .

FA

This aperova! apples onY 10 TCC pos'liora

2

HUMAN RE5OURCES

21 aT(ALBAl )
Exsculwe Drtctrs

22 GLT *ldGawp
EieCuBves (A
Level)

2.3 Gwar* Miflagers

2.4 Eucrtv*
Hanajen fC L r r f

25 SenlcrUarogetp
Level »nd below)

inonni l Rtmumnlion
The REWSEC reviews l ie GCCi «sies»meflta(pe(ft)nTiarc«.Th« remunerafaiofjie itevcmenScwd alcgoiy ofefi^teyea t h a l t e
bated cr ff-e ReinwwraEor PoGcy

• The ipfdrtmen; and ranueratcn of aD manajeneil \e/d enplcyeei pe-fli A b F) »3 be gutted by tt Qj'ftEnes tnd Sate? Bands
btued by Die Grxip ReirurwaEcn Oflb«.. These GidcinM ard Salary Bandj w i take bib sorurt If-eocajpatonal ipecft: categwte ;

• For rnaneses h levtis A i n ! B tie Group RenurecsOon Ofce rt recorrand t,« a'p^cpWIa r^L-ne^QaTbani^ bared en naAet
tnfonnaSat md Irfemaf party Atffa/d ri(heIn* ippointraflland ttavrentonpadugev>11« ki B a r * c ' n de'eĝ Sohf tecw.

• EscJi 00 vvfl »pfiy »« Cuietr.e* and Eziaty Eandi \^ien ipfoinEng md ilnxlr'Rg he padu?et cf nanac^neil eVp<cyees h levels C
•nd tefew. AppnvK of the tnaT >ppo:rtmenl r d reirunentfen pacVjge * 1 be in knns ol f « ttetegafcra te'ow

• M y salary sdjLSSnerS e«l befcfB • tnanfeb h to.gW far f e red fc-sflcal year, (he Group Pwn.rerz'jor Oflfc* hU cendd a
convarata
ni^/sit of SJlar'es across OOl to bifcrm l̂ ie Group Gutfe"re* a'< Sa'a7 Eawii cf managwi br fra rewlraftda'ysar AfVdabi ly andfa
need fcrlnlerral ard exSmal parti/ *ffl Inbmi tf*s« (?.Ue(r«

Shareholder

FA

-

Baird

P.

R£VS£C*
COftPCOV

C

c

CCE

•FA

FA

CHRO

1

R

R
A

GL1
Vetnber

R

-FA

"FA

CEacrsu

FA

LlniQM

R

FA

ODHRCU

R

R
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' I fie proposed remunerate] fcr GLT Members (ctlter than exscutve dtrectore) v.iJ be rtcted try f ie Remuneraton. Social and Etia Ccmnifcee.

' • This approval only apples to TC

3

HUMAN RE50USCES

3,1 GU(AI£Y- ! )EX«J5V«
Oiredora

3.2 a.Tr4GotpEi»cutwi
(Alr*J)

3.3 Gsrea! UaiK-rj 0 L»«1
3.4 EMCULV* Harejei (0

35 SeriotHanaseirenHO
Le«'rHJbeb«t

36 MarajerJELe.eli-d
t«cw)

3 7 Banjainno Unit

Appclntrnint of Employm (Indiflniti Contract «nd Fbtd-Ttnn Contact Employm]

• A person apfanled on an Vittetias canted or fastf-tena ccrlrxt (Sx a icecHc pertd d Erne w b perform a ipedfe p^j-cO
must t t l^cmled irta en approved graded (xs'fcn.

• Oce fa tfpciiIrr*TTt has teen i^rmsd. B» persco ftle;a^d to epptcvt f * epfdntxenl may stt-deissaie f e s^prg of the
c3rtradofefflFtor'''<'il •

• Ary«ppGJnlrrenlofipOT]flcnin^frAartiedlerneonV3^)br«irp^enlcub(^ofthetoA
•^f trad by fffl Gffl.-p Cti'ef Exeaiive en FECornmenfalbn forr r t C * f Exeafve of the Opeaino plvfeon or the Grejp
EttcuCve of Human Rescvicei fcr Transit! CofpOfai Cen&8, k iddr^ Transndprapert/andTfartnetCsptalfVo^ctt

shmheHtr
Approval

FA

Batrd

R

REMSEC&
CORP
OOV

C

c

CCE

FA

CHRO

R

R

LT UtmUr

'FA
"fA

CEOIVSUT
CE

FA

OD/SUKR
GM

R
R

R

R

R

LM:GM

J

FA

FA

FA
' Tfig ChaiTiersona of Remuneration, Ecctal end Ettiics ard the Corporate Govwiance and hodnaQons Commif^es v/rtf be consulted by the GCE for the

appcinlment of GLT Mente r ; (oQ\& than executive directors) Trie cofui/Vafon will be through a memorandum submitted to the Chairp eraons of the

Committees

• Trie aFpointmeit of General Managers vAt t e ncted by tfie GLT
M This approval en y applies b TCC pestfons.

4

HUMAN RESOURCES

41 CLT(AL8vel)&ec4v«
Ortctn

42 GU lie Coup
E*«jfr«i(AUv«n

4 3 CeAenJMdn^en{3
L-veT)

4* ExeaihoWafers(C
level

i£ EenJcrM^iecene-ttO
IcLfivsIF)

< i ea^aiiing Lr«l
emplcyees fm

acpflcahie CctedJ-t
Aqreemenl)

Shareholder

FA

fl'A

CounltrOfTtn
I in enplojM pnxljcef l wTtefl ind connt ccunier c
srd &w Cornpany M«b to retail ttii ifflffcyM based c
f f empioyet't curenl rem/^raOcn paAage nay be c
te In KontfeK* »(ft 8>t Grwo Gutt!rei and Salar/

Bosd

R

K'A

REWSEC
SCoip

Gov

C

N/A

CCE

FA

WA

CHRO

H

R

Se cf enploynent K'L'I detail! of ta fwnrer tk f l packa^,
m de critically of fcl emptyert sUI. v Inlerfm adjustmenl of
Ifentf mtemacffredelegitonstsbw. Anyecunterofe-nust
Binds b w « ; bv CKWD Rwuneofcn.

GLT
Heottr

FA

CE:OD/S
UWE

1

FA

OQfffl

t

R

FA

M

CM^H,T
T

R

R

R

R

11.4

LM:G.y

1

1

NA

Any Ipletm *J{astp.t:&, b i & f r g rtquesS fcr tfyslmr* related U Ia%f3l Irznsbn. f«Q.lfw If* apfrrvs' o( f e GCE A,*y countercrers r a d t« ncted oy
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HUMAN RESOURCES

6 1 R15nan!iScv«

E2 Eet/eea P.tCn but ret fcces&'g R*3r

6.3 eetAesnR5CCCCb.!rc!«:eeir£Rli>r

E< ee teeoRKCCCb i t r t f eca i r i iRECKC

ES UpSotxtnct&cee5rcR23CCt

fjE L'FtetUrclMWftSrf lR'OKO

Eird

FA

REVSE
C

R

FA

CCE

R

R

FA

CWO

1

!

R

CLT
Mtmtir

R

FA

HSGM

I

R

R

FA

CM:
KR.TT

R

1

R

R

A

CE:O0s

FA

GWLfnt
Mana^tr

1

1

R

HUMAN RESOURCES

7.1 GLT[AUw!
E/eatf. tDrKtrs;

72 GLTr-dGcu?
LteajC-«(ALe<*'

(TcSC«rt>
73 Genera11'ansjei [9

7* £(eoEv».Wa"!i5efJ

7 i SertcrVaricert-l
pbFUvsU

75 ea-ii.'ifQiint

Euipim'xa erEirpIoyit!

• Tre p.ifera en o'ai tnp'CjK* is f*' fa C;'e-;sScri cf «ut
« h fe czu o'*« uspsit'cn cf I t^a'nlrg i l l I T ; C I « , f

iisiwtcn based CT f ererlj cf f e cut
• M:CE'i Tnil tpprcmt fof Irrtl j D to F «.i U luMi'eq

FA

EcinJ

R

RfVSiC
tCeip
Gcv

C

K

CCE

FA

CKRO

R

R

fdl3GU.LRandOOKR.GM.

CIT
Uiirbir

R

FA

FA

OQiSU
HRGU

F

R

A

CM;
tR

R

t

LM.
CM

R

R

FA

LM

R

FA

LR
Managt

r

A

R

t

HUMAN
RESOURCES

E i Gn:u?ALs-.e(

13 GLT srdGi'JC

Level * i A ^
execute

MaP«5W(9
Urtl)

£4 CJWXtVt

Lr/el|
ES Sencr

Man^ene-I (Z
b F U * l }

E3 eirgarxgl>.t
E(nclc/«s

ifntsti(or£mploy«tl
Th« fsrissiotry tTprfit fcr naicni t sY i^ f ^ t v rxa;ai*/ nws:!» p<weded ?/ a br ^Jit^'p^cess ir Ire v& C c ^ s i / pet c'e:
The reared sctcftj to t&k i f*rts& si ar enpfcy« a: a C idpTrt-y w ircapa*/ hearrg rosl bert(a&-*JFrIctol'ern*5

• Tr« (S.-niss3l ̂ ar erptyi* fcr cpesirrj! reqtfrerars nujs: te preceded tjf • bVccniuHaTcn ptcesj
• 00: CFi Rnji approvil fof Itvib 0 la f un b s ttib'df'cgiUd Is GU.LR and 00 hR:CM.

Ehifthcldtf

FA

Board

R
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(LE&I3EC CCE

fA

f-

CH10

R

co.su
CEJGs

F i

GLT
IKerrtir

F.

?J

R

CU.

m

r

•

LAt.
CM

•

LV

1

R

F*

LR
h'jnigir

c

Mu!uit Scpantfoi
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HUMAN RESOURCES

£1 OJ(AtatlJ
E*Ku:te DiKfcfl

£ i GLT ait Group
EiKuS.tsfALj.*!

£3 Cereal Yari^Ti
<6twO

E* Ejaarto VarasBi

SfcinfcoVir

FA

Ewd

R

REVSEC

•

GCE

FA

FA

CKR9

R

R

GLT
Mmfctr

R

FA

OD£U
HR

GMX&G
E

R

CW3W
C

GMLR

R

U£GM

1

1]

HUMAN RESOURCES
131 CLT[ALsvel}

VaaitA Draacn
102 aT rsJGcv?

Exscufcw (* L i * '
t d i xSr j E«cuJv«
Dracicrs)

113 G^oer j IVrs^T

KM E»cuT.«
fc'aos^rsfClf.!^

1J6 Ea'gahrsUna
Erc'oyja

Sctiiment ef U j i l Dn;<Jlil of EmployMl md AjtrUifion
• TV icOeTeA! cf stcur diptfeJ at a fBCT&ayfMrrfl c f-* Trsrs'f t Ss-p"r>c Ce.«t, f < CCVA, re Wx.t Ca.r.cr

htt i Ccirtii u t ] « ! i t afpovsS "n terns cl t£ ft*;s,'cr$ t«"cw.
• GO Cc crJJ ft a-t acc«3v3i fcf Lr«?s D !e ?.

Shirt1) oV**

F;

Ect.-d

R

t.

CC-

FA

FA

CHKO

P.

P.

FA

CLT

R

FA

ooKacy

R

FA

GM:
LR

A.

A

A

CM Lint

R

R

LR

A

A

1

t l

HU'JA.S RESOURCES

1 H Cc-cMcnc'an/CoT<A/-
^j«(T«rts*!lI iLstcu-eja.dfc
tfift p s ^ w EnC mat!en fcr

113 F«»y;!cncfT.-KeLW3''r(J
Efirsi cf Rxryitcn Aj^eirwl

CcQeA-t Eargih-Jng ind Tndi Unisn P.KCjnitfofl

• S-iC f iBw i r^l Kft'rs BTEngerertt afi ra5 i i fcr ccrs.lafoi ind rcl «Tea 'it agrgfTM:

R£StSEC

FA

t.

GC£

R

N

CHRO

FA

R

FA

G.U'tifittr cowGy

R

GMIR LM:CM

12 ftecc. a tu-ip Caia) fisij
Gctrd
N

R ik CormtQM
ri

Coo) Ccv
f,

REA1SEC
C

GCE
FA 1

U CtvbtoA frtun ip provtdHuTJi Rttcircn PeSdtt intf rteommeirfiicr ofpaOcn *

^UVA.N RESOURCES

1 • 1 A.iy * - f l j i c r fc)T-1 Trw-trc
H R F = T C T

13 2 A;r<w3'c'<"fipccw

RJsh
Ccmnird

R£V;EC

H

Ltidershp
T u n

FA

CCS

FJ

CkJO

R

P

G-T
H!«mtir

R

COh«
CM

R

GM.
LR

A

A

SB General Delegations
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Aatficrty LJVIJ

Oaf-ring CMJOT'

Ca-'terrg ofJ-eJcf lea fcr
cmOcnt

O.T «tmt«r

f3SJKC

COO
Up b M net tKeslcg R3m

Ucfct-jl w! ex3Kfrfl Riir

CFO
LtfchKrdeJCKdrgftfm
Upfcr t lx teaseir f^n

GC£
Ec«drgR3T
EjcefeJrflF.iir

• The Grni's for CE: OQs' GE: SUs srt cumulsir/s per heTiccpter per month.

5.8.2 Mobllf phones: Authorising payrrents exceeding monthly limits (reflected tn mofctli phoni contnct)
CcinF«yw!ii« GLTVttrttt

Up tc W ret t » a « f r t Ri S OX p^
i re* *

CFO

R50CCC«rnc<it.

GCE

DcesSig R23 CCO f*r i rcr r

5.8.3 Entertainment Expenditure
Artiorit? Lcvtl GLT Mimfctr

Up to tut M t&es&q fo3 KG c«- cccss v
GCE

M m S f xserfrc fi*0 CCC W C C K M

Costs incurred ty any person en tetelf of the Company must te authorised by tiat person's superior end must be aWn the spproved
fcudgetay lirrfls. Supportng doeurneifetlon shocfd b« marked csneefied to prevent re-use fre-esf. Alt enbrtinrwit experses mjsi be
busnsss relsfed expenses

Re-«rd«/Awards/Excep'Jonal Payrneats to external parties: (Examples: Ex-gralla i-wrds, excepUonai perfornance,
recognition payments)

COO ind COW

RICO ON
G'.T).!er*-r

RICO CCO

CFO

R1CC CM
CFO

Upt tu tnc tucesdn;
RijCfcO

GCE

CC=

Rfir

REH5EC
UFtofcutncteceeTrg
RlCr

REMSEC

tpbtt.fr:texaec<g
RIOn

Bsini

Ei^riirf R'.Of)

Eci,-d

Ec*fdrCRlCn

5.6.5 Sponsorships and Donations
Apjrovil Aulhcrity -*

Cft-3Ln£ OA'cr j

Appnivil Airtltority - •

COO ind COA.M

UplotLlno!e<cetira
Ri&r

C'.T U i i r t v

R2n

CFO

R7m

C=0

Lpfcfrj'release
R7rr

CCE

L^ktulnclece^rg

CCE

Up!oWoleee*frs
R20n

R£.VSEC

R25rr

RE11EEC

Lotbtlncte)ce*;-rg
R25rt

EnrJ

E>*?cn; R£n

BaJfJ

Approve limits arc cumulatl'/B per snnum e.g tne COO can approve £ total a-ncunt of RIOn per ennun fcr sponsorships and COTa'Jons
5.6.6 Annual filing of tariff applications with Regulators

• OD tariff ircrease appfcations to be sub-rtfed b GLT
• Tha COO fn concurrence Viith fre CFO 3'e (Jeleca^d to fi'e ̂ e Tariffs acpfica!iofiS w:fr rele-z^rt Reg j'atory bad cs

5 6 7 International Business Travel (including travel to African countries)

feiw C£ CO'«rtl r Oc--a re O w n

ctoo
CcfpCT3lC«r!rt

ScedalJt Ur.1i
Gi-T d'entsra and GfT'js zttz.*:Ai
Trr.* K A l r r v Couilrici

GC€ »"C d i c c s " 1

Appravj' Au'J-orif/
COO

coo
CfO

coxco
GCE
G= Srt'ew CCO i r ( ! COA.VI
Lw-Re!n:srK lv" . -e / r *bYGC£«a- iTen: -a fcv« is-33

Business fcenefte, aia'ys's arid purpese to te c*e.-?cr1s^a'.3d in Lne eppieaten to t'e rcspecti1/" zppwa! autfrort/
Fcst tr^/el a rsport back en Ire acHevsrre.il of the atove ta t e sutn'Bsd tc the rsspecfve apprc/Hi sjthcrity

5 6.8 Domestic Business Travel

CtawtszpJCCEJGLy Ver te '
CH: CO of GE oJ ocecasl U'JI

G«f<f3i Ua ia i^^ le rCed C U

AJofer le^s

ADprovilAuthanr^

UMr
COO

CE<X>. c CFO"CCVSL7of Gra.0 £»scLt-/«

Ceoaral Var.gqtn&'-et-&i GLT

fect/t hwi t Setsenter MIS

.tf-
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AJ travel musl te In line wf* fre spprcvsd Travel Pciicy 53 Emended ir ecccrda.TC« with the provisions of MaEcna' Treasury ListocGon Nsta 1
oi 20I3/U. Extended GLT Msnttere st a.n OD/SU tisy suWs'ega*a to Ine appropriate fewer levsl

5 8 9 Communication
— -

EjfcTijf errnueisi i i ci Vft&jf tr-i ocm'crs
Ccoru. r£caCc« on cWiEcj! es^J njfcfrfl t r 00
CcnntrfcatCT »Sh fre Erarerefda: MntiET

ArprovalAuttortty
GH; Futfc art Cetera* Mais cr GCE cr^S Cessna1.*
COO.COAUarCC£c'0a
Ofescf C»e GC£ or CJi joefsm cf f * 3ca7l cf DisSoi

Approval to sttsnd ssminars and cr conduct presentations te External par5es which may result in &idir»ct communicator! may te approved by
C£O0*SUt^GC=

5810 Establishment of Special Purpose Vehicles (SPVs), Public Privale Partrershlps {PPPs), Private Sector Participation (PSPJ
and) Trusts

&4 TruS

Ccma-ceTei:l erf cue G&r-ai
feaJtOt/ iLCes t f FSPi FFft

ApprcvilAuttOflty
Eci-ifc2;Fnve8te:re=n:.Te^a3cntyAIX;reGCE,CfO Cr:' Leji aTiConpii-xsaC'ifl-elli'j-itlyiTJSjai&arcs
Frasreacft ccd'Jiiea h »e Corpsd ̂  n S-r t"««f iT Cw hr*sricr *j csc'fe; in n Cc^n1* Han If net ipesfej in f i
Cc^craa Rail-.En Essri pay ^ P R M t e Iri-sscEpi up Sc t . l rr" exaeTrjcapaffeVofRiKTi Cap*a* &"< in e«=esi c'
filCOi l ^ 10 te reccrjrjriaj ty f t fertl fcr Ehari^^er I K T V J I

CS30, COOXO&.U and C& S^itejv
L'p t M re) ec«!Src =cii b» r t sLdy

CCE

The Company shall rot wrftctrf Ûe pr!or v/ritten apprava! of fre Shareholder Winis!2r enter inb any iranssctfor wVch exceeds cr falls oets'de
of the Emits preserved by the Eh arehclder's Compact or the S'gnrficance and Malsrialfy Framework.

5 8 11 Establishment of Joint Ventures or Consortia vrfth Entities Incorporated In foreign jurisdictions
To te read h conjunction r.ith S.S.1O ebovg.

Esiai'shrerl cr JcW Veiiiis cr
AppfcvilAutiortty

A^p-avai t «-Jef irlo an ssrseirera ct cfse: tndrg docu-ccl esafshirg 1 )cr[ vy-Ln c eorssdan *•$ r enir/ ixcfp-cr3"K;
ir fciegil.rfeclc'Jcn re^uras i f f rva ' twn t e S^rshclftrfc'.MBr wisxnr-ff-ifafcr Vcn- re Eiirfindin sJdlor, if n afec
coni'rj fcm'gn c r u x / o;<:i^s, appt^' rrwl be c t ^ i |-d ctlaine; is pe* Ire nc-ea-y f r ^ c t t IrcTcila* 'r f-e Mccrtf
tuW uTrtrH-m S 5.1.2 eicv*.
If o>a ' M it RICCn c t«'w, Ecarj f;p»3f i fsqjmd 9$ p«r li» UaifeTr/ jr<J Efr ica-a F.ITCACA cc-tared A f e
CcTpsd wT t» E^aVc^ir. Capia fkk ir txztsi d R1CCT fcr 3i ( VttxScr a t fc t e rewnerfK t / fe Ecart of Dl-ecin
fcr acpfeval h fr« ̂arehcKe.*.

The Ccrrpary siia* rol w thout Uie pror v/ritten approval of the Shareholder Mwsler enter into any transactors which exceeds cr fata outside
of the Bmlts prescribed by fre Sharehotder1! Compact or Ihe Sgnificance and Materiiity Framffwo* fSMP)

5.8.12 Festrucbrlng and sale of business

F«U'.cr.rt.'scrtiecltuir«u
A?prcval Author}/

Bead n atxciarrt v.̂ S SKIicr. 5J cf ̂ e PFXIA

S 8,13 Pension Fund and Medical Fund Rufe Amendments as recommended fcy (he Board of Trusties of the Funds

Crar{?s t ft rJd tf tt fttcr vt r t i t^ Kni tt: ic ret ftjjn llr.sS'a
a:nr'K
=t̂ 8 i-nendnrs Ta: >3.-r» Urstrid KCCV*

Approvi! Auttortt/

CFOl-eGC£

Ecarf s nxrrerd t Jn W.-i e* c1 n-t'c t i l e ^ ra i fci afcoiii

5 8 U Application for Environmental Authorisaticn

• All enVfonmenlal impact essessment cr t2s;c essessrrenl app'icalicrs must te prepared ty a competent IrdependeTt
en/tonnental 8ss»ssmer:t practiScneri'consultanl, unless exemption from (his prov!s;cn has besn obtained In writing by tf-e
Deparimeit o.r Envfronrnental Affairs and under the supefvisicn of &e Envircrrrenlal Department hi the 00 SU

• The application for ervircnmertal afthorfeaBor nus! te signed 33 per the approval autf-onty fcetow

OptntiogDiv'jcn

Apprcvil luUiofity to i a as appfiunt for an tnvironnanu1 auU-orinticfi fcr
TraninitSOCLU

CXMicrt Maniqer.'BivicniMntet Maracer

CfelccsEcn cf AutTorty Frwocrk iV^fvi torn 1 Sttftrrtor K'3
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SwCbHj! Ulil (Trjrunet Prccdty)
Ep«ctdil*t Unit fTrjninft Cifx'UI Fro*:t() F.TttJDredw

• The eppTcsnl rsrrains leg aft/ rssporsVe for tie conpliar.ee v.Kh the enviror/rental sudcrSsCon throughout l a
imptemerfeficn of the sutfcorteden

• ShouU sr, a-jthorlsaGon for new capftal projects ccrta'n operalicrial ele.Teits eter forma' ha-,dover of th- pra>ct by TCP,
be DEA reeds to be Informed h wriSng of t « ch2rige in naTes end Kkrc^edgsmerl fan DEA be filed.

• Should any cf (he £bo*/s sppSca-.b le?rt the Conpaiy, fre DEA reeds to te informed In vwSng cf the new pe.-son
respcn5"b'e fer the hnpfementston of the envircrmental a jthorissCoa

5.5.15 Application for LFquor Licence* (iH types)

£piclalis: Unit (fnnsrtt Frcfi-ty t id Tnnnel C*;rtJt Ftatc'a l.id

Apprevil lufrcfty la •;! i t i ^ f i c i i t 1ST •ppliciL'ca fcr liqucr lictncis (cr
TrjnjndSOCUd

COCVCOUl
aU'e- i iwcrCOQ

CfO

5.S 13 Company Membership cf Industry Associationi or International Organisations

Af}pr3vilAj,V.Q(it7 CLTWifTtif

Up !o W rai exxic rg
RSn

GC£ RieiuninilCRi,£cc!«ll.id EWci
CcmmrCH

Atcv-R2C«r.

The relevance of such membership shall be reviewed annually by the COO

5817 Entsrprfss Irformayon Management Systems (EIMS) Governance Framevrtrit and Charter

Tha CIO Is delegated lo epprove exempLons to \re FranE-vork.

5.8-15 Recomixendation on Board-approved Policies

Gc-/?m»nc« vt cT'ts Vmwit F^ic^s

HRftfaW fsocressifl carr«a fcr t*tOi'r-t trc 1
HRre'a'Ec! fcefamaice neriq!Pi»ril]

FccertyreBW

Tfwsury Rs'eW
Ta "elj'sd

1 CS reiiisd
Ccnriarce •T'ste;

&E3EE
FS?

rra*rsi ?c to wr t ireve*

FA

R

F>

FA
FA
-A

FA
FA

FA
FA

»t

,'1

FA.R

fA

R
FJ

P,

Cc^CTje
Cc«mircs

tavzScs
CcmitM

R

P.

FE'.ISEC

r>
FA

FA

fi

fi
FA
R

O.T

R

R
R
R
B
R
R
R

R

R
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