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List of Abbreviations 
Below is a list of abbreviations utilised in the Report

Abbreviation Description 

AC Acquisition Council

ADC Acquisitions & Disposals Committee (later named BADC)

BAFO Best and Final Offer

BADC Board Acquisitions and Disposals Committee

B-BBEE Broad-based Black Economic Empowerment

BOD Board of Directors

BT Bombardier Transportation South Africa (Pty) Ltd

CAPIC Capital Investment Committee

CFET Cross Functional Evaluation Team

CFST Cross Functional Sourcing Team

CNR CNR Rolling Stock South Africa Proprietary Limited (now CRRC SA Rolling Stock 
Proprietary Limited)  

Constitution The Constitution of the Republic of South Africa, 1996

CSR CSR E-Loco Supply Proprietary Limited (now CRRC E-Loco Supply Proprietary 
Limited)

DoA Delegation of Authority

ETC Estimated Total Cost/s

EXCO Executive Committee

GCE Group Chief Executive

GCFO Group Chief Financial Offi cer

GE GE South Africa Technologies Proprietary Limited

GFB General Freight Business

GCSCO Group Chief Supply Chain Offi cer

HVT High Value Tender

HVTP High Value Tender Process

HVT Team High Value Tender Gateway Review Team

ISCM Integrated Supply Chain Management

King Code The King Report and Code of on Corporate Governance

LOI Letter of Intent

LSC Locomotive Steering Committee
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MARS Mitsui African Rail Solutions & Co Proprietary Limited

MDS Market Demand Strategy

MOI Memorandum of Incorporation

MSA Master Services Agreement

OEM Original Equipment Manufacturer

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

PMO Project Management Offi ce

PPPFA Preferential Procurement Policy Framework Act 5 of 2000

PPM Procurement Procedures Manual

PRECCA Prevention and Combating of Corrupt Activities Act 12 of 2004

PTN Post Tender Negotiations

PWC Price Waterhouse Coopers South Africa

RFPs Request for Proposals

RFX A generic term which can be used interchangeably with either RFI, RFQ or RFP.

SASAC State-owned Asset Supervision and Administration Commission of the State Council

SCM Supply Chain Management

SCS Supply Chain Service

SD Supplier Development

TCP Transnet Capital Projects 

TE Transnet Engineering

TFR Transnet Freight Rail

TFRIC Transnet Freight Rail Investment Committee

TIA Transnet Internal Audit

TCO Total Cost of Ownership

VAT Value Added Tax
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List of Role Players
Below are the names of persons who played a role in the procurement of the 1064 locomotives 
referred to in this Report and exhibits

Name of Persons Description of role or capacity  

Dr Andre Botha •  Member of the PWC Team providing advisory services to Transnet on 
various locomotives transactions

Dr Andrew Shaw •  Member of the PWC Team providing advisory services to Transnet on 
various locomotives transactions

•  Authored the Report on TE’s production readiness for 1064 Locomotives 
assembly

•  Attended the Locomotive Steering Committee to advise Transnet on the 
1064 Locomotives acquisition

Mr Anoj Singh Former:

•  Group Chief Financial Offi cer (GCFO)

•  Member of the locomotives Steering Committee

•  Co-chairperson of the 1064 Locomotives Post Negotiation Team 

•  Member of the Locomotives Steering Sub-committee

Mr Anton Du Randt •  Member of the PWC Team providing advisory services to Transnet on 
various locomotives transactions

Ms Ayanda Ceba •  Former Transnet Group Company Secretariat

Mr Brian Molefe Former: 

•  Transnet Group Chief Executive (GCEO)

•  Chairperson of the Locomotives Steering Committee

•  Member of the Locomotives Steering Sub-Committee

Mr Christo Uys •  Former Member of the Cross Functional Sourcing Team (Technical Team)

Ms Emma Molotsane •  Current Manager at Sekela Xabiso 

•  Former Member of the TIA from Sekela Xabiso

Mr Danie Smit Former: 

•  Deputy Treasurer Middle Offi ce – Transnet Group Treasury

•  Member of the Cross Functional Sourcing Team, Finance Team

•  Member of the Negotiating Team

Mr Eric Wood •  Current Director of Trillian Capital and other Trillian companies 

•  Former Director of Regiments Capital and other Regiments companies
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Mr Edward Thomas •  Current Group General Manager: Finance

Former:  

•  Member of the CFET for the appointment of the transaction advisors for 
the 1064 Locomotives acquisition

•  Attended the Locomotives Steering Committee meetings

Mr Francis Callard Former:

•  Senior Manager, Capital Planning and Governance: Transnet Freight Rail

•  Part of the team that prepared the fi rst Business Case draft for the 
acquisition of the 1064 Locomotives which was later reviewed by 
McKinsey Incorporated

•  Prepared the Business Case for the acquisition of the 100 locomotives 
procured through confi nement which was awarded to CSR

Mr Frikkie Harris •  Current Project Director in the Capital Execution division, Transnet 
Freight Rail

•  Former Member of the Cross Functional Evaluation Team (Technical) 
(2013)

Mr Garry Pita Former:

•  Group Chief Supply Chain Offi cer (GCSCO) (2010 - 2015)

•  Acting Chief Finance Offi cer (2015 - 2016)

•  Group Chief Financial Offi cer (GCFO) (2016 - 2018)

Mr Israel Skosana Former:

•  Independent Non-Executive Director at Transnet 2010 - 2014

•  Chairperson of the Audit Committee

•  Member of the BADC

Mr Iqbal Sharma •  Current shareholder of Elgasolve (Pty) Ltd which has a 74.9 % 
shareholding in VR Laser Services (Pty) Ltd

Former:

•  Chairperson of the Board Acquisitions and Disposals Committee (2012 - 
2014)

•  Non-Executive Director of Transnet (2010 - 2014)

•  Member of the Corporate and Nominations Committee (2012-2013)

Mr Jaco Hoon •  Former Member of the KPMG Team which formed part of the TIA Team

Ms Jane Dong •  Communication Manager & Project Manager at CNR Rolling Stock South 
Africa (Pty) Ltd (CNR)

Mr Janse Marais •  Member of the Cross Functional Sourcing Team (CFST), Finance Team

Mr Jeffery Wang •  Chief Executive Offi cer at CNR Rolling Stock South Africa (Pty) Ltd 

Mr Johan De La Rey •  Member of the KPMG Team which formed part of the TIA Team
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Ms Lindiwe Mdletshe •  Current Executive Manager: Strategic Sourcing in the Supply Chain 
Services Division, Transnet Freight Rail 

Former:

•  Senior Manager: Strategic Sourcing: Locomotives in the Supply Chain 
Services Division, Transnet Freight Rail (2015-2016)

•  Former Commodity Manager, Transnet Freight Rail (2012-2015)

Ms Linda Mabaso •  Former Chairperson of the Transnet Board of Directors (2014 - 2018)

Mr Lionel Van Tonder •  Member of the PWC Team providing advisory services to Transnet on 
various aspects relating to the Locomotives transactions

•  Authored the PWC report on the confl ict of interests relating to Mr Iqbal 
Sharma

Mr Lucky Mabokela •  Former Member of the TIA Team from Sekela Xabiso

Mr Luyolo Ntlangula •  National Treasury Representative at the stakeholder’s engagements 
between Transnet, Department of Public Enterprises and Department of 
Trade and Industry for the 1064 Locomotives transaction

Ms Lynne Brown •  Former Minister of Public Enterprises (2014 - 2018)

Mr Madoda John “Benny” 
Jiyane

•  Former Director at VR Laser (Pty) Ltd, negotiated the sale of his shares 
at VR Laser Services (Pty) Ltd to Mr Iqbaal Sharma (BADC Chairperson) 
and Mr Salim Essa

Mr Mafi ka Mkwanazi Former: 

•  Chairperson of the Transnet Board of Directors (2010 - 2014) 

•  Member of the BADC

Min. Malusi Gigaba Former:

•  Minister of Public Enterprises (2010 – 2014)

•  Minister of Finance (2017 -2018)

Ms Mathane Makgatho Former:

•  Group Treasurer at Transnet (resigned 2014)

•  Member of the CFST, Finance Team

Mr Michael Shaw •  Director of Business Expansion Structured Products (Pty) Ltd (BEX)

Min. Pravin Gordhan •  Former Minister of Finance (2009 – 25 May 2014), (2015 - 2017) & 
(2017-2018)

Mr Mohammed Mahomedy •  Current Acting Transnet Group Chief Financial Offi cer

Former: 

•  General Manager: Group Capital Integration and Assurance (2016 - 
2018)

•  General Manager: Group Finance (2012-2016)

•  Executive Manager: Finance, Transnet Freight Rail (2010-2012)
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Mr Mohammed Moola •  Current: Senior Manager: Finance, Transnet Freight Rail Finance 

•  Former: Member of the Cross Functional Evaluation Team (fi nance) 
(2013)

Mr Michael Kloss •  Director at McKinsey Incorporated

Ms Mmathabo Sukati Current:

•  Chief Audit Executive at Transnet

•  Member of the TIA Team

Mr Mlamuli Buthelezi •  Current Group Chief Operating Offi cer of Transnet

•  Former Transnet Freight Rail Chief Operating Offi cer (2011-2016)

Ms Natasia Mcmahon Former:

•  TFR Senior Manager: Capital Portfolio Management

•  Transnet Business Case Development Team

Mr Ndiphiwe Silinga •  Current Group Chief Legal Counsel: Legal & Compliance 

Former:

•  General Manager: Group Legal (2012-2014)

•  Member of Transnet Locomotive Steering Committee

Mr Niresh Budhai •  Transnet Capital Investments Manager

•  Transnet Business Case Development Team Member

Mr Nhlanhla Nene •  Former Minister of Finance (25 May 2014 – 9 December 2015) & (2018)

Mr Niven Pillay •  Director of Regiments Capital (Pty) Ltd

Ms Nonkululeko Mabandla Former: 

•  Group Executive:  Legal Services and Compliance (2012-2014)

•  Member of Transnet Locomotives Steering Committee

Mr Nkululeko Sibiya •  Current Contract Manager TFR, in the Supply Chain Service division, 
Transnet Freight Rail

•  Former Member of the 1064 Locomotives Post Negotiation Team 
(February 2014)

Ms Nokuthula Khumalo •  Current Transnet Group Company Secretary

Ms Nomfuyo Galeni •  Current Chief Financial Offi cer, Transnet Freight Rail

Mr Pragasen Pillay •  Former General Manager: Logistics Integration, Transnet Freight Rail  

Mr Ravesh Rajlal •  National Treasury Representative at the stakeholder engagements 
between Transnet, Department of Public Enterprises (DPE), and 
Department of Trade and Industry (DTI)

Mr Ravi Nair •  Current Chief Executive Offi cer, Transnet Freight Rail

•  Former Acting Chief Executive Offi cer, Transnet Freight Rail (2015 
-2016)
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Mr Robbie Gonzalves •  Director at CNR

Mr Rowlen Von Geriecke •  Director at CNR

Mr Salim Essa •  Director of Tequesta Group Limited (incorporated in Hong Kong)

•  Director of VR Laser (Pty) Ltd

•  Co-Director with Iqbal Sharma at Elgasolve (Pty) Ltd

•  Co-Director with Iqbal Sharma at National Agricultural Development 
Project (Pty) Ltd 

Mr Siyabonga Gama •  Current Group Chief Executive at Transnet (2016 - current)

Former:

•  Acting Group Chief Executive (2015 - 2016)

•  Chief Executive of Transnet Freight Rail (2006 - 2016)

•  Member of Locomotive Steering Committee

•  Member of the 1064 Locomotives Post Tender Negotiation Team 
(February 2014)

•  Chairperson of Transnet Freight Rail Investment Committee 

Mr Thabo Seapi •  Current Senior Manager: Finance, Transnet Freight Rail

Former:

•  Member of the CFST, Finance Team

•  Member of the Cross Functional Evaluation Team (Finance) (2013)

Mr Thamsanqa Jiyane •  Current Chief Offi cer Advanced Manufacturing: Transnet Engineering 
(2015 -current)

•  Former Chief Procurement Offi cer, Transnet Freight Rail (2012 - 2015)

Mr Thato Mahlamvu •  Former Member of the Sekela Xabiso Team which formed part of the TIA 
Team

Mr Tsietsi Tlaletsi Former:

•  Funding Manager, Transnet Group Treasury

•  Member of the Cross Functional Evaluation Team (2013)

Ms Thembi Lekganyane •  Current General Manager Operations, Development and Performance, 
Transnet Freight Rail 

•  Former Locomotives Steering Committee member (2013-2014)

Mr Vusi Nkonyane •  Former Non-Executive Director of the Board of Transnet (2014 - 2018)

Mr Yousuf Laher •  Current Executive Manager: Finance, Transnet Freight Rail

Former: 

•  Member of the Cross Functional Evaluation Team (Finance) (2013)

•  Member of the 1064 Locomotives Post Negotiation Team (February 
2014)
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Mr Yusuf Mahommed •  Current General Manager: Offi ce of the Chief Financial Offi cer

Mr Zunaid Vally •  Current Executive Manager, TFR Finance

Former: 

•  Member of the Cross Functional Evaluation Team (Finance)

•  Member of the 1064 Locomotives Post Negotiation Team
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List of Committees
Below are the committees that were in place and / or established during the procurement of the 
1064 Locomotives, which committees are referred to in this Report and exhibits.

Structure Names of members 

BOD Members (2012)

• ME Mkwanazi (Chairperson)

• B Molefe (Group Chief Executive)

• A Singh (Chief Financial Offi cer)

• BD Mkwanazi

• T Mnyaka

• MP Moyo

• NBP Gcaba

• MP Malungani

• NK Choubey

• MA Fannuchi

• Y Forbes

• HD Gazendam

• N Moola 

• NR Ntshingila

• I Sharma

• IB Skosana

• E Tshabalala

• DLJ Tshepe

Audit Committee Members (2012)

• IB Skosana (Chairperson)

• M Fanucchi

• N Njeke

• E Tshabalala

On 13 January 2013, N Mnxasana was appointed.
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BADC Members (2012)

• I Sharma (Chairperson)

• Y Forbes

• M Mkwanazi

• N Njeke

• D Tshepe

On 13 January 2013, it was recommended that N Mnxasana be appointed 
as a member.

Njeke was retired as a member on 25 June 2015.

Board Risk Committee Members (2012)

• D Tshepe (Chairperson)

• Y Forbes

• HD Gazendam

• N Moola

• IB Skosana 

Transnet Corporate 
Governance and 
Nominations Committee

Members (2012)

• M Mkwanazi (Chairperson) 

• NK Choubey 

• Y Forbes

• I Sharma

• D Tshepe

On 25 June 2013, NK Choubey retired as a member and HD Gazandam 
was appointed.

BOD Members (2013)

• ME Mkwanazi (Chairperson)

• B Molefe (Group Chief Executive)

• A Singh (Chief Financial Offi cer)

• MA Fannuchi

• Y Forbes

• HD Gazendam

• N Moola

• NR Ntshingila

• IM Sharma

• IB Skosana

• E Tshabalala

• DLJ Tshepe

• NK Choubey
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BADC Members (2013)

• I Sharma

• Y Forbes

• ME Mkhwanazi

• NR Njeke

• DL Tshepe

• NP Mnxasana

• P Difeto

• A Singh

• G Pita

• Khumalo

Transnet Remuneration 
Social and Ethics 
Committee

Members (2013)

• N Njeke (Chairperson)

• M Fanucchi 

• HD Gazendam

• N Moola

• E Tshabalala

BOD Member (2014)

• ME Mkwanazi (Chairperson)

• B Molefe (Group Chief Executive)

• A Singh (Chief Financial Offi cer)

• MA Fanucchi

• Y Forbes

• HD Gazendam 

• NP Mnxasana 

• N Moola

• NR Njeke

• IM Sharma

• IB Skosana

• ZE Tshabalala

• DLJ Tshepe

TRANSNET-REF-BUNDLE-04236



XIII  October 2018      www.mnsattorneys.co.za

Transnet Locomotive 
Steering Committee

Members (2014)

• S Gama

• B Molefe

• A Singh

• N Silinga (2014)

• N Budhai 

• T Lekganyane

Transnet Subcommittee of 
The Locomotives Steering 
Committee

Members (2014)

• B Molefe

• S Gama

• A Singh

BOD Members (2015)

• L Mabaso (Chairperson)

• B Molefe (Group Chief Executive)

• A Singh (Group Chief Financial Offi cer)

• ANC Ceba (Group Secretary)

• GJ Mahlalela

• PEB Mathekga 

• N Moola 

• ZA Nagdee

• VM Nkonyane

• MR Seleke

• SD Shane 

• BG Stagman

• PG Williams 

• Y Forbes

BOD Members (2017)

• L Mabaso (Chairperson)

• S Gama (Group Chief Executive)

• GJ Pita (Group Chief Financial Offi cer)

• Y Forbes

• G Mahlalela

• PEB Mathekga

• ZA Nagdee

• VM Nkonyane

• SD Shane

• BG Stagman
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Transnet Capital 
Investment Committee

Members (2013 - 2015)

• B Molefe

• A Singh

• P Difeto

• S Gama

• M Gregg-McDonald

• CA Meller

• T Morwe

• M Moses

• K Phihlela

• R Valihu

• K Socikwa

• D Mclean

• S lund

CFET Finance Members (2013)

• Y Laher 

• D Smit

• Z Vally

• T Seapi

• M Moola

• T Tlaletsi

• M Makgatho

• E Tshivhilige

• J Ngwenyama

• C Uys

CFET Technical Members (2013)

• F Harris

• E Roussow 

• W Kuys 

• G Paverd 

• R Frohling 

• B Steyn 

• N Gobhozi

• K Mistry 

• M Mulder  

• T Downward
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• W Mors 

• W Coetzee

• N Khumalo

• S Fabiao

• I Fanampe 

• S Sewpaul 

• H Kruger

• E Mafumadi

• K van der Merwe 

• D Hansen 

• J Nethathe 

• E Tshivhilinge 

• C Kayser

• J Ngwenyama

• D Govender 

• V Malale

• R Hartley   

• S Nkosi

• S Taylor 

• E Mafumadi

• T Govender

• M Sivnaraim 

• G Hettasch 

• N Breytenbach 

• J Kannemeyer 

• T Miyambo 

• B Mthethwa

• S Mpanza 

• S Ndwandwe  

• C Uys 

• Z Khumalo 

• M Ngema

• S Matsimela

• P Chiloane   

• S Mathebula

• P Martin 
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• P Zeelie

• C Ramages

• J Clay 

• Z Mabalabala 

• K Sivhabu 

• S Singh 

• S Sibande  

• P Kemp

• C van der Walt  

• D Mandell

• W Breedt 

• S Mazibuko    

• P Sako
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List of Entities 
Below are entities who were involved in the in the procurement of the 1064 locomotives referred 
to in this Report and exhibits

Abbreviation Description of entity  

Bombardier Transportation 
South Africa (Pty) Ltd (“BT”)

• Shortlisted Bidder for the Electric locomotives Tender 

• Awarded 240 locomotives

• Referred to as T1

Business Expansion 
Structured Products (Pty) 
Ltd (“BEX”)

• Instructed by CNR to conduct a study of the relocation cost from 
Pretoria to Durban

CSR Hong Kong LTD • Wholly owned subsidiary of CRRC Rolling Stock

• Concluded a contractual agreement with Tequesta Group Limited

CSR E-Loco Supply 
Proprietary Limited (“CSR”)

• Special Purpose Vehicle established by CSR Zhuzhou Electric 
Locomotive Co. Ltd 

• Awarded a tender to manufacture 359 electric locomotives

• Referred to as T2

• Awarded a tender to manufacture 100 locomotives on confi nement

• Awarded the tender for the 95 locomotives

CNR Consortium • CNR Rolling Stock South Africa Proprietary Limited

o Global Railway Africa (Pty) Ltd

o Cadiz Corporate Solutions (Pty)Ltd

o Endinamix (Pty) Ltd 

o Linotando (Pty) Ltd

o Kopano Ke Matla (Pty) Ltd

o Makana Investment Corporation (Pty) Ltd 

o Azon Rail (Pty) Ltd

o MJ Nobanda

• Awarded 232 locomotives

• Referred to as T1 Bidder for the diesel locomotives Tender

GE South Africa 
Technologies Proprietary 
Ltd (“GE”)

• Awarded a tender to manufacture 233 diesel locomotives

• Referred to as T4

• Awarded a tender to manufacture 60 locomotives on confi nement
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KPMG Consortium • Unsuccessful bidder for the tender of the appointment of Transaction 
Advisors for the 1064 Locomotives acquisition

• Members:

o KPMG;

o Nkonki Incorporated;

o Norton Rose; and

o Arcus Gibb

McKinsey Consortium • Successful bidder appointed as a Transaction Advisor for the 
acquisition of the 1064 Locomotives

• Members

o Advance Rail Technologies 

o McKinsey Incorporated 

o Letsema Consulting 

o Advanced Rail Technologies 

o Nedbank Capital 

o Edward Nathan Sonnenbergs (ENS)

o Koikanyang Inc 

o Utho Capital

o Regiments Capital (Pty) Ltd (added later to replace Letsema 
Consulting and Nedbank Capital)

Mitsui & Co African Railway 
Solutions (Pty) Ltd (MARS)

• Unsuccessful bidder in the 599 Electric locomotives tender

• Considered for confi nement of the 100 class 19 locomotives but was 
not awarded

 PWC Consortium • Unsuccessful bidder for the tender of the appointment of Transaction 
Advisors for the 1064 Locomotives acquisition

• Members

o PWC South Africa

o Siyaya DB Engineers

o Cliffe Dekker Hofmeyer

PWC South Africa • Provided advisory services to Transnet on various issues related to 
the 1064 Locomotives acquisition

Tequesta Group Limited • Company incorporated in Hong Kong and concluded a Business 
Development Services Agreement with CSR (Hong Kong) Ltd

VR Laser Services (Pty) Ltd • Company in which Mr Iqbaal Sharma (Transnet BADC Chairperson) 
has/had an interest

Webber Wentzel • Legal Advisors to Transnet for the fi nalisation of the Locomotives 
Supply Agreements 
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List of Exhibits
VOLUME CONTENTS

PART A Letters & Emails

PART B Minutes of Meetings

PART C Memoranda

PART D Bid Documents

PART E Transnet Governance Documents

PART F Other Documents (Statutory, Reports, Proposals, Business Case and Addenda)

PART A: LETTERS AND EMAILS
Exhibit 
no.

Date Description of exhibit Page no.

1. 30/04/2013 Letter from Transnet to Minister of Public Enterprises Hon. M 
Gigaba: Application for s54 Approval in terms of the PFMA - 
Acquisition of 1064 Locomotives for TFR’s GFB

2. 30/04/2013 Letter from Transnet to Minister of Public Enterprises Hon. M 
Gigaba: s54(2) Notifi cation, from Board Chairperson to the 
National Treasury - Acquisition of 1064 Locomotives for TFR’s 
GFB

3. 07/12/2012  Correspondence between Transnet and the Minister of Public 
Enterprises regarding the National Treasury’s Instruction Note 

4. 14/08/2018 Correspondence from Mr Y Laher dated 14 August 2018 on 
batch pricing 

5. 15/08/2018 Correspondence from Mr S Gama dated 15 August 2018 on 
batch pricing

PART B: MINUTES OF MEETINGS
Exhibit 
no.

Date Description of exhibit Page no.

1. 24/01/2014 Excerpt from the Minutes of the Special Board Meeting / Board 
Resolution: approval of the appointment of CSR

2. 25/04/2013 Excerpt from the Minutes of the Special Board Meeting: 
approval of the business case

3. 09/03/2012 Excerpt from the draft Minutes of the Transnet Freight Rail 
Investment Committee (TFRIC): Procure 1064 Locomotives for 
TFR Freight: R 43.373bn
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4. 25/04/2012 Excerpt from the Minutes of the Board of Directors of Transnet 
SOC Ltd meeting: procurement of 1064 GFB locomotives

5. 24/01/2012 Excerpt BADC Minutes: recommendation of the appointment 
of CSR

6. 23/04/2013 Excerpt from Minutes of the Special Meeting of the BADC: 
approval of the acquisition of the 1064 Locomotives

7. 24/01/2014 Excerpt from the Minutes of BADC: approval of the 
appointment of CSR

 PART C: MEMORANDA
Exhibit 
no.

Date Description of exhibit Page no.

1. 23/05/2014 Memorandum from Mr B Molefe to the Transnet Board 
of Directors: Increase in ETC for the acquisition of 1064 
Locomotives for TFR General Freight Business

2. 16/01/2014 Memorandum from Mr T Jiyane to Messrs B Molefe, A Singh 
and S Gama: Request for Approval to Negotiate and Award of 
Business to the Short-listed Tenderers for the supply of 599 
(Co-Co) New Dual Voltage locomotives for the GFB

3. 15/10/2013 Memorandum from Mr B Molefe to the BADC: the acquisition 
of 138 Locomotives (95 electric and 43 diesel) were approved 
by the Board

 PART D: BID DOCUMENTS
Exhibit 
no.

Date Description of exhibit Page no.

1. 15/07/2012 The 1064 Locomotives Tender Advertisements 

2. 23/07/2012 Request for Proposal (Part 1): For the Supply of 599 New Dual 
Voltage Electric Locomotives for the General Freight Business

3. 23/07/2012 Request for Proposal (Part 1): For the Supply of 465 New 
Diesel Locomotives for the General Freight Business

4. 11/12/2012 Request for Proposal (Part 2): For the Supply of 599 New Dual 
Voltage Electric Locomotives for the General Freight Business

5. 11/12/2012 Request for Proposal (Part 2): For the Supply of 465 New 
Diesel Locomotives for the General Freight Business
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 PART E: TRANSNET GOVERNANCE DOCUMENTS
Exhibit 
no.

Date Description of exhibit Page no.

1. 26/05/2009 Procurement Procedure Manual (Version 0 - effective 26 May 
2009)

2. 01/08/2012 Procurement Procedure Manual (Version 1 - effective 1 
October 2012)

3. 01/06/2013 Delegation of Authority Framework (effective 1 June 2013)

4. 25/06/2013 Shareholder’s Compact (2013/2014) 

5. 15/09/2013 Declaration of Interest and Related Party Disclosure Policy 
(Version 2 – effective on 1 July 2012)

6. 25/06/2013 Memorandum of Incorporation 

7. 01/01/2007 Disciplinary Code and Procedure

8. 01/10/2013 Supply Chain Policy

PART F: OTHER DOCUMENTS (Statutory, Business Case, Reports, 
Proposals etc.)

Exhibit 
no.

Date Description of exhibit Page no.

1. 16/07/2012 National Treasury Instruction Note 

2. Undated Negotiations Baseline Worksheets: 1064 Locomotives 
negotiations

3. Undated Negotiations Baseline Worksheet: 1064 Locomotives 
negotiations – Batch pricing 

4. 18/05/2015 Business Development Services Agreement between CSR 
Hong Kong Co. Ltd and Tequesta Group Limited 

5. 14/06/2017 PWC Draft Report and Presentation 
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Chapter 1: 

Introduction 
1.1 Appointment of Mncedisi Ndlovu and Sedumedi Attorneys
1.1. 1 On 23 July 2012, Transnet SOC Limited (“Transnet”) embarked on a tender process for 

the acquisition of 1064 Locomotives for Transnet’s General Freight Business (“GFB”). 
The latter culminated in the awarding of contracts to four different Original Equipment 
Manufacturers (“OEMs”), namely: 

(a)  Bombardier Transportation South Africa (Pty) Ltd (“BT”); 

(b)  CSR E-Loco Supply Proprietary Limited (“CSR”)1;

(c) CNR Rolling Stock South Africa Proprietary Limited (“CNR”)2; and 

(d) GE South Africa Technologies Proprietary Ltd (“GE”).

1.1. 2 During 16 September 2016, allegations of corruption relating to activities which occurred 
during the procurement and award of the 1064 Locomotives surfaced through different 
media platforms. Given the seriousness of the allegations, Transnet appointed Werksmans 
Attorneys (“Werksmans”) to investigate these allegations. 

1.1. 3 Werksmans concluded its investigation and submitted its Report in December 2017 and 
later presented the Report to the erstwhile Transnet Board of Directors, (“the Board”). 
Having considered the Report, the Board resolved that the Report was inconclusive. It 
is on this premise that the Board resolved to appoint Mncedisi Ndlovu and Sedumedi 
Attorneys (“MNS Attorneys”). 

1.1. 4 On 20 February 2018, MNS Attorneys was instructed to conduct further investigations into 
the alleged irregularities relating to the procurement and award of the 1064 Locomotives 
tender.

1.2 Qualifi cations
1.2. 1 This Report is to be used solely for the purpose and subject to the limitations set out in 

this section. 

1.2. 2 Although we have, to the best of our professional ability, examined all documentation 
made available to us, the information contained in this Report is subject to the following:

(a)  the conformity to the original documentation of all copied documents 
submitted to us has been assumed;

(b)  except in instances where we deemed it necessary, we have not verifi ed 
the authenticity or validity of the documentation made available to us; 

1 CRRC E-Loco Supply (Pty) Ltd) is the successor in title of CSR 
2 CRRC SA Rolling Stock (Pty) Ltd is the successor in title of CNR 
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and

(c)  where MNS Attorneys has not seen a document following a request 
to Transnet; in those instances, we assumed that a record of the said 
document has not been kept.

1.2. 3 MNS Attorneys will not accept any responsibility should this Report be disclosed or 
released to any party, other than the intended recipient.

1.2. 4 MNS Attorneys does not accept any liability for any loss, either directly or 
indirectly, suffered by any third party arising from the fulfi lment of the mandate.

1.3 Procedures performed 
The procedures followed in producing this Report included: 

1.3. 1 collation of information, documentation and data from Transnet which was perused and 
analyzed; 

1.3. 2 interviews conducted with both former (not all former employees interviewed) and current 
employees of Transnet; 

1.3. 3 expert opinion sought from fi nancial and locomotive experts who advised on locomotives, 
commercial and fi nancial related issues as well as Senior Counsel; 

1.3. 4 publicly available information sourced regarding legal entities and individuals identifi ed 
during the investigation; and

1.3. 5 the investigation focused on the analysis of documentation, information, 
and data relevant to Transnet, the OEMs and the Transaction Advisors.

1.4 Background 
1.4. 1 During April 2011, the Board approved Transnet Freight Rail’s (“TFR”) Locomotive and 

Modernization Fleet Plan (the Fleet Plan”) for the acquisition of 1202 locomotives for GFB. 
During August 2011, the plan was modifi ed to mitigate immediate shortage of locomotives 
and facilitate the volume ramp up. As a result, the acquisition of 138 Locomotives (95 
electric and 43 diesel) were approved by the Board3. With the 138 Locomotives approved, 
the balance of the GFB fl eet plan was 1064 Locomotives. 

1.4. 2 On 9 March 2012, Transnet Freight Rail Investment Committee (“TFRIC”) supported the 
Business Case for the acquisition of 10644 Locomotives for TFR’s GFB subject to the 
following conditions: 

(a)  “rephrasing the key assumptions (clause 5.6); 

(b)  the Business Case being reworded; 

3 Part C Exhibit 3, Memorandum dated 15 October 2013 from Mr B Molefe to BADC.
4 Part B Exhibit 3, Excerpts of Minutes of TFRIC of 9 March 2012.
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(c)  the checklist to be signed off by the relevant parties; 

(d)  the fi nancial model to be included in the Business Case; 

(e)  retention percentage to be reviewed; and

(f)  the expansion and sustained components to be reviewed.” 

1.4. 3 Despite the absence of an approved Business Case, Transnet issued the RFPs in respect 
of the acquisition of both the 465 diesel and 599 electric locomotives on 23 July 2012. 

1.4. 4 The RFPs were split into two parts, with Part 1 focusing mainly on the general and 
administration related information as well as technical information, whilst Part 2 focused 
mainly on the evaluation criteria.  

1.4. 5 At the special sitting of the Board on 25 April 2013, the Board approved the Business 
Case for the acquisition of the 1064 Locomotives for the TFR’s GFB at an Estimated Total 
Cost (“ETC”) of R38.6bn as per the Corporate Plan (excluding the potential effect of forex 
hedging, other price escalation and borrowing costs).

1.4. 6 On 30 April 2013, when the RFPs closed, a total of 11 bidders submitted their responses. 
The table below is a list of the submissions received:

Bidder Number Electronic Locomotives Bidders Diesel Locomotives Bidders 

T1 Bombardier Transportation SA (Pty) Ltd CNR Consortium 

T2 CSR E-Loco Rail Consortium Supply CSR Loliwe Consortium 

T3 Alstom Rail Consortium EMD Africa (Pty) Ltd 

T4 Bongiveli GE South Africa Technologies (Pty) Ltd 

T5 Siemens (Pty) Ltd 

T6 CNR Consortium 

T7 MARS Ithema Consortium

1.4. 7 On 15 January 2014, following months of evaluation, 6 bidders went through to the Best 
and Final Offer (“BAFO”) stage of the procurement process. Unlike the electric locomotives 
bidders, all four diesel locomotive bidders went through to the BAFO stage. The outcome 
of the responses received at the BAFO stage for the diesel locomotives were: 

CNR (T1)  CSR (T2) EMD (T3) GE (T4)

BAFO Evaluated price R30 455 335 R30 320 728 R40 244 313 R27 159 485

Previous Evaluated price R44 232 853 R33 254 876 R42 761 272 R27 493 481
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1.4. 8 From the BAFO stage, CNR and GE (the diesel locomotives bidders) were recommended 
to proceed to the Post Tender Negotiation (“PTN”) stage. 

1.4. 9 Unlike the diesel locomotives tenderers, only two bidders in the electric locomotive 
tenderers were selected for the BAFO stage. Their BAFO results were: 

Bombardier CSR

BAFO Evaluated price R32 377 762 R32 462 295

Previous Evaluated price R32 833 423 R34 716 188

1.4. 10 PTN commenced on 4 February 2014. The negotiations culminated in Transnet concluding 
Locomotives Supply Agreements (“LSAs”) with the four OEMs on 17 March 2014 at a 
total cost of R49bn including hedging and escalations, as per the table below:  

OEMs Class of 
Locomotives  

Quantity Contract Price 
Per Loco

Sub-total 

CSR 22E (Electric) 359 R50 480 000 R18,122,320,000.00

BT 23E (Electric) 240 R54 371 693 R13,049,206,320.00

GE 44D (Diesel) 233 R36 174 650 R8,428,693,450.00

CNR 45D (Diesel) 232 R42 875 020 R9,947,004,640.00

Sub-total R49 547 224 410.00

CONTINGENCY  R4.9bn

TOTAL 1064 R54.4bn

1.5 Scope of this Report
This Report is the fi rst of a series of three volumes on the various aspects arising from 
the procurement of the 1064 Locomotives. This volume will focus on the following: 

1.5. 1 whether the procurement of 1064 Locomotives complied with the applicable legal 
framework as well as Transnet’s procurement policies and procedures;

1.5. 2 whether there was any compliance with both the internal and external corporate 
governance framework in the procurement of the 1064 Locomotives;  

1.5. 3 the reasons for the increase in the ETC and whether such reasons are reasonable and/or 
justifi ed; and 

1.5. 4 identifying the persons responsible for the transgressions and action to be taken against 
those persons.
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Chapter 2: 

Procurement
Executive Summary
The procurement of the 1064 Locomotives required compliance with the Constitution5, the PFMA6, 
the PPPFA7, the PPPFA Regulations, 2011 and various Transnet internal policies including the 
Procurement Procedures Manual (“PPM”).

The assessment of the processes followed in relation to the above legal framework confi rm that:

(a)  the Request for Proposal (“RFP”) documents issued to the bidders were not compliant 
with the law, thus irregular;

(b)  the fairness of the evaluation process was compromised by the material changes that 
occurred during the evaluation process; 

(c)  BT, CNR and CSR local content and production thresholds did not comply with the 
stipulated legal requirements; and

(d)  CSR’s appointment judged against the Business Development Services Agreement 
concluded with Mr Salim Essa (“Mr S Essa”) renders the CSR appointment irregular and 
unlawful.

Transnet did not achieve the objectives set out in the Negotiations Strategy when it engaged in 
PTN, especially the incurring of Batch Pricing contrary to the provisions of the RFP.

The results of the irregular award of the 1064 Locomotives renders the procurement process to 
be susceptible to judicial review for failure to adhere to the applicable legal framework.

A judicial review of the awards, offers Transnet an opportunity to explore just and equitable 
remedies at the court’s discretion considering amongst others Transnet’s business needs, the 
OEMs performance to date and the extent to which the irregularity is tainted with corruption.

Irregularities
2.1 RFPs Non-Compliance with the Law
2.1. 1 On 25 April 20128, the Board approved the commencement of the RFP process for the 

procurement of the 1064 Locomotives. 

2.1. 2 Following the Board’s approval, the RFPs for the acquisition of both the diesel and electric 
1064 Locomotives were advertised9 on 15 July 2012. The RFPs were each split into two 
parts, namely, Part 1 RFP and Part 2 RFP.

5 The Constitution of the Republic of South Africa, 1996
6 Public Finance Management Act No. 1 of 1999
7 Preferential Procurement Policy Framework Act No. 5 of 2000
8 Part B Exhibit 4, Excerpt Minutes of the Board meeting of 25 April 2012.
9 Part D Exhibit 1, The 1064 Locomotives Tender Advertisements.

TRANSNET-REF-BUNDLE-04251



6  October 2018      www.mnsattorneys.co.za

2.1. 3 The difference between Parts 1 and 2 RFPs is that Part 1 RFPs provided in the main, 
general, technical and administrative information, whilst Part 2 RFPs addressed the 
evaluation criteria, evaluation methodology, weightings etc. 

2.1. 4 From 7 December 2011 to 7 December 2012, National Treasury exempted Schedule 2 
entities from complying with some of the provisions of the PPPFA Regulations, in particular 
the following:

(a)  Regulation 2 (2) requiring organs of state to apply PPPFA;

(b)  Regulation 4 which deals with the evaluation of tenders on functionality; 
and

(c)  Regulations 5 and 6 that made it mandatory for organs of state to 
evaluate bids on the basis of   80/20 or 90/10 depending on the 
thresholds. (Own emphasis) 

2.1. 5 The effect of the exemption was that Transnet and other Schedule 2 entities were not 
compelled to evaluate bids on an 80/20 or 90/10 basis.

2.1. 6 The following aspects were not included in the exemption: 

(a)  Regulation 9 - designated sectors for local production and content; and

(b)  Regulation 14 - submission of tax clearance certifi cates by bidders. 

2.1. 7 On 16 July 2012, National Treasury issued an Instruction Note10 which reversed the 
exemption by organs of state such as Transnet from not using the 90/10 evaluation criteria. 
The relevant Clause 5.1.2 of the Instruction Note provided as follows:

“5.1.2   Second stage: Evaluation in terms of the 80/20 or 90/10 preference 
point systems

5.1.2.1  Only bids that achieve the minimum stipulated threshold for local 
production and content may be evaluated further. The evaluation 
must be done in accordance with the 80/20 or 90/10 preference point 
system prescribed in Preferential Procurement Regulations, 2011” 
(Our emphasis).”

2.1. 8 Both prior and after the issuance of the Instruction Note, there was a view (as evidenced 
by various correspondence11 with the Minister of Public Enterprises) within Transnet, that 
the Instruction Note would affect the manner in which it would evaluate its RFPs in view of 
the PPPFA exemption that it had enjoyed i.e. not evaluating RFPs on a 90/10 basis. 

2.1. 9 On 17 July 2012, a meeting was held with National Treasury seeking to clarify the 
applicability of the exemption. National Treasury confi rmed that indeed Transnet was 
required to apply the 90/10 evaluation criteria for designated sectors. 

2.1. 10 The RFPs were split pending Transnet’s attempt to apply to National Treasury for an 
exemption from the Instruction Note. Despite numerous engagements, the much-awaited 
exemption was not forthcoming from National Treasury and on 7 December 2012, the 

10 Part F Exhibit 1, National Treasury Instruction Note.
11 Part A Exhibit3, Correspondence between Transnet and the Minister of Public Enterprises regarding the National Treasury’s Instruction 
Note.
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then Minister of Public Enterprises, Honourable Malusi Gigaba, addressed correspondence 
to Mr M Mkwanazi12, the former Board Chairperson, advising inter alia as follows: 

“There are a number of unresolved issues pertaining to the 
extension of the exemption to state owned companies (SOC) 
from Regulations 2(2); 3 to 8; 10; 11(1) to 9; 11 (11) to 13; 12-
13 as issued in…I believe that these issues can have a material 
impact on the ability of Transnet to extract optimal commercial 
developmental and transformational value from strategic 
procurements….

Given this situation, I am personally engaging with the Minister of 
Finance….in the meantime Transnet should continue to procure 
as if the extension to the exemption is in place in addition no 
communication should take place between the SOC and National 
Treasury pertaining to the PPPFA until the situation has been 
resolved….

With regards (sic) to the instruction notes relating to the “invitation 
and valuation with bids based stipulated minimum threshold 
for local production and content for the rolling stock sector” 
Transnet should procure taking the designation thresholds into 
account however Transnet should not feel constrained by s5.1.2 
of the instruction note and should rather establish an evaluation 
framework that provides reasonable incentives for suppliers 
to support our industrialisation and transformation objectives.  
Should my agreement with the Minister of Finance require a 
change to this framework, Transnet can alert the bidders at that 
stage.” (Our emphasis)

2.1. 11 The net effect of the Instruction Note was that Transnet was no longer exempted from the 
provisions of the PPPFA Regulations, in particular, the provisions relating to the evaluation 
criteria. That much was specifi cally spelt out to Transnet when it was advised by National 
Treasury that it ought to use the 90/10 evaluation criteria henceforth.

2.1. 12 As a consequence of the discontinuation of such exemption, on 23 July 2012 and 11 
December 2012, Transnet issued Part 1 and 2 of the RFPs, respectively. To give effect to 
the various provisions of the Instruction Note, the RFPs were required to comply with inter 
alia the following key requirements13: 

(a)  stipulate that the exchange rate to be used for the calculation of local 
production and content must be the one published by the South African 
Reserve Bank as at the date of issue of the advertisement of the bid and 
to stipulate further that Transnet would verify such rates;

(b)  disclose the formula LC = (1 – x/y) * 100 (where x is the imported 
content in Rand and y is the bid price in rand excluding VAT), as the 

12 The 2012 Chairperson of the Transnet Board of Directors.
13 Clauses 4 and 5 of the Instruction Note.
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formula to be used to determine local content compliance; 

(c)  bid specifi cations and price benchmarking were to be undertaken in 
collaboration with the DTI;

(d)  only annex C: Local Content Declaration, Summary Schedule, which was 
a mandatory returnable document, was to be used in evaluating local 
content;

(e)  the amendment of the stipulated minimum threshold for local production 
and content was not permitted;

(f)  only bids that achieve the minimum stipulated threshold for local 
production and content may be evaluated further. The evaluation 
must be done in accordance with the 80/20 or 90/10 preference point 
system prescribed in Preferential Procurement Regulations, 2011; (Our 
emphasis); and

(g)  where appropriate, prices would be negotiated with preferred bidders so 
long as there was no prejudice to other bidders.

2.1. 13 The requirements set out above, are inspired by the principles of fairness, equitability, 
transparency, competitiveness and cost effectiveness as contained in the provisions of 
s217 of the Constitution.

2.1. 14 Part 1 RFP contained, amongst other things, the following:

(a)  administrative requirements such as compulsory briefi ng sessions, 
closing dates, etc.;

(b)  local content requirements;

(c)  technical specifi cations; and

(d)  details on the Financial Offer. 

2.1. 15 On the other hand, the gist of the Part 2 RFP provided for the “evaluation and adjudication 
criteria” which was omitted in Part 1 RFP. Amongst others, it provided that:

(a)  TRE’s14 participation to be prescribed after the issuance of Part 2 RFP; 
and 

(b)  the evaluation criteria are as follows:

 

14 TRE was an abbreviation for Transnet Rail Engineering, which is now called Transnet Engineering.
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Stage 1 Stage 2 Stage 3 Stage 4 Stage 5 Stage 6

Administrative 
Responsiveness

returnable 
documents & 

schedules)

Substantive 
Responsiveness

Bid has Price 
offer;

Financial Stability

Guarantees 
signed

Local Content

55% Diesel

60% Electric

BBBEE & 
Supplier 

Development

40%

Functionality

80%

Price/SD/B-
BBEE

60% Price;

20% SD;

20% B-BBEE

2.1. 16 Contrary to the provisions of the Instruction Note which required that “the evaluation must 
be done in accordance with the 80/20 or 90/10 preference point system prescribed in 
Preferential Procurement Regulations, 2011”, stage 6 of the RFP stipulated a different 
evaluation criteria of 60/20/20 in evaluating bids that met the minimum threshold on local 
production and content.

2.1. 17 By the time the RFPs were issued, Transnet was well aware of the requirements with 
which the evaluation criteria had to comply with, as per the provisions of the Instruction 
Note. Transnet did not have the authority to adopt an evaluation criterion that was not 
in line with the Instruction Note irrespective of the concerns that Transnet held on the 
restrictions imposed by the evaluation criteria in the Instruction Note. 

2.1. 18 On this ground alone, the RFPs issued offend against the principles of legality.  

2.2 Irregularities during the Bid Evaluation Phase
2.2. 1 During the Bid Evaluation phase, the irregularities highlighted below compromised the 

fairness of the evaluation process. These irregularities related to the following:

(i)  Exclusion of the Bo-Bo submissions 

(a) The technical specifi cations invited bidders to submit responses 
that are either for a Bo-Bo or Co-Co locomotive type so long 
as they fulfi lled Transnet’s technical requirements. The test for 
fulfi lling the technical requirements was to pass an 80% threshold 
stipulated in the evaluation criteria of the RFP. Once the 80% 
threshold was passed there was a legitimate expectation that 
all such bidders would proceed to stage 6 and be evaluated and 
adjudicated in accordance with the criteria set out in the RFP.

(b) However, a decision was taken during the Bid Evaluation process 
to exclude all the Bo-Bo submissions in favour of the Co-Co 
submissions. This resulted in CNR’s bid being excluded from 
further evaluation of its Electric Bo-Bo submission.

(c) It was irregular to deviate from the prescribed technical 
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specifi cations and evaluation criteria to exclude CNR’s Bo-Bo 
submission for further evaluation. This conduct was not a minor 
deviation from the tender rules as it deprived Transnet the benefi t 
of properly assessing all the competitive bids that passed the 
technicality stage.

(d) Tenderers prepare their tenders based on the specifi cations 
laid down in the bid documents. As a general rule, therefore, 
an organ of state should not be allowed to make changes to 
tender specifi cations after a call for tenders has been advertised. 
It is in the interest of fairness and transparency (and also 
competitiveness) for organs of state to abide by the tender 
specifi cations initially provided15. Similar sentiments were also 
echoed in Grinaker LTA Ltd and another v Mpumalanga Tender 
Board (2002) 3 All SA 336 T where the need for organs of state 
to abide by the criteria stipulated in the invitations to tender was 
emphasised.

(ii)  Changing the evaluation criteria for Total Costs of Ownership (“TCO”) 

(a) The pre-approved16 evaluation criteria for the TCO was amended 
during the evaluation process wherein the Cross Functional 
Evaluation Team (CFET Finance) developed additional scenarios to 
evaluate TCO. The choice by CFET on a scenario that was not part 
of the pre-approved evaluation criteria had an effect of reducing 
Mitsui’s score on TCO.

(b) As was the case in the Bo-Bo/Co-Co submission, it was irregular 
for Transnet to use different TCO criteria in the middle of the Bid 
Evaluation process more so since it had a material impact on how 
the bidders fared depending on which scenario was used.

(c) The CFET (Finance) report reveals that Mitsui’s overall score was 
not the highest because it obtained a lower score in the evaluation 
of Delivery Schedule (another sub-element of Price).  We have not 
been able to verify the accuracy of the evaluation as we were not 
provided with Mitsui’s submission on this sub-element despite our 
repeated requests to that effect. 

(d) In any event, it makes no difference that Mitsui was not awarded 
the tender based on their overall scoring. It was still entitled to 
a procedurally fair process as succinctly put by Froneman J, at 
paragraph 27 of the All Pay Investment Holdings and others v 
CEO of SASSA and Others 2014 (1) BCLR 1 (CC) case:

15 Bolton, The Law of Government Procurement in South Africa, p 182.
16 This was pre-approved by the Board before the bid submissions were received, but the criteria was not disclosed in the RFP 
documents.
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“Procedural objections are often raised by unmeritorious 
parties.  Judges may then be tempted to refuse relief on the 
ground that a fair hearing could have made no difference 
to the result.  But in principle it is vital that the procedure 
and the merit should be kept strictly apart, since otherwise 
the merits may be prejudged unfairly. Tenderers have a 
right to a fair tender process, irrespective of whether they 
are ultimately awarded the tender.”

2.2. 2 The fairness of the evaluation process was compromised by the material changes that 
occurred during the evaluation process.

2.3 Non-Compliance with Local Production and Content
2.3. 1 The appointment of BT, CNR and CSR did not comply with the minimum thresholds on local 

production and content of 55% for diesel locomotives and 60 % for electric locomotives 
as stipulated in the Instructions Note. This is apparent from the fi gures obtained from the 
spreadsheet produced as the outcome of the PTN.   

2.3. 2 The computation of Local Content is regulated by the Instruction Note which, inter alia, 
provided as follows:

“4.2 (i) the exchange rate to be used for the calculation of local 
production and content must be the exchange rate published by 
the South African Reserve Bank (SARB) at 12:00 on the date of 
advertisement of the bid”

4.3 the local content expressed as a percentage of the bid price 
must be calculated in accordance with the following formula 
which must be disclosed in the bid documentation: 

LC = [1-x/y] *100; 

where:

x is the value of the imported content in Rand, and

y is the bid price in Rand excluding value added tax VAT.

Prices used in the determination of x must be converted to Rand (ZAR) by 
using the exchange rate published by the SARB at 12:00 on the date of the 
advertisement of the bid”

2.3. 3 2.3.3 The table below analyses the bid submissions using the OEM bid prices at the time 
when the bids where advertised, as required by clause 4.2 (i) of the Treasury Instruction 
Note:

Scenario 1: Bid Prices on the date of RFP Advertisement
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CNR GE BT CSR

Rands/Dollar exchange rate 8.2524 8.2584   8.2584

Rands/Euro exchange rate 10.0988   10.0988  

Bid Price - BAFO 28,124,169 24,311,700 29,049,486 28,890,000 

OEM Local Content 45.2% 60.6% 53.8% 54.5%

Minimum requirements as per 
Instruction Note 

55% 55% 60% 60%

2.3. 4 The results of Scenario 1, strictly using the exchange rate formula as stipulated in the 
Instruction Note, indicate that CNR (45.2%), BT (53.8%) and CSR (54.5%) Local Content 
fell below the minimum required thresholds whereas that of GE (60.6%) met the minimum 
required thresholds.

2.3. 5 As an alternative to Scenario 1, the table below analyses the bid submissions using the 
exchange rate that applied during the PTN to refl ect changes in the exchange rate as 
a result of the deterioration in the Rand, since the advertisement of the bids. This is an 
approach that was utilised during the PTN as it is apparent from the different exchange 
rates that were applied.

Scenario 2: Exchange Rates during the Post Tender Negotiations

CNR GE BT CSR

Rands/Dollar exchange rate 9 9.168   9.1508

Rands/Euro exchange rate 12   11.9  

Bid Price - BAFO 28,124,169 24,311,700     29,049,486 28,890,000 

         

OEM’s Local Content 37.6% 56.3% 45.6% 49.6%

Minimum requirement as per 
Instruction Note

55% 55% 60% 60%

2.3. 6 The results of Scenario 2 above, also indicate that notwithstanding the adjustments of the 
applicable exchange rates to accommodate the deterioration of the Rand, CNR (37.6%), 
BT (45.6%) and CSR (49.6%) still fell below the minimum local content threshold as per 
the Treasury Instruction Note.

2.3. 7 The Import Content in the scenarios above are as per the declarations of the bidders at the 
PTN and are shown in their respective currencies. The total Import Content is also shown 
in Rand terms using the exchange rates applicable to each scenario. The Bid price used is 
the BAFO price provided by the bidders as indicated in the PTN spreadsheet.
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2.3. 8 The results of the above analysis indicate that not only did Transnet exit the PTN in a far 
much worse position, but it ended up concluding Locomotives Supply Agreements with 
bidders that did not comply with the PPPFA Regulations on local content and the RFP.  

2.4 Incurring Batch Pricing during the Post-Tender Negotiations
2.4. 1 Ordinarily, parties must be bound by the tender submissions and be appointed or rejected 

on the basis of those submissions. However, in certain circumstances, there is merit in 
partaking in PTN so as to obtain the best value for money. PTN should, however, not 
result in the preferred bidder after negotiations, no longer being the best tenderer in 
accordance with the criteria in the bid documents as that might give rise to a challenge by 
an unsuccessful bidder on the basis of unfair treatment 17.

2.4. 2 The 2012 PPM18 authorised the conclusion of PTN. A review of the 2012 PPM reveals the 
following:

“19.1.1 Post Tender Negotiation is an effective tool to drive down 
costs 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 identifi ed and approved by 
the relevant AC, based on the criteria as set out in the RFX

19.4.3 Negotiations must be preceded by thorough research and 
a caucus discussion by the cross-functional negotiation team to 
be able to obtain a coordinated approach:

“(a)…

(b) the objectives of the negotiating team must be recorded 
in consultations with the relevant disciplines concerned (e.g. 
fi nancial, SD, technical and commercial).” (Our emphasis)

2.4. 3 The principle of entering into PTN was also given a stamp of approval in SA Containers 
Stevedores v Transnet 11445/2010) [2011] ZAKZDHC 22 where it was held that:

“The concept of post-tender negotiations is not uncommon 
in public tender dealings and has been found to be a legally 
acceptable practice as long as, it seems to me, it is included in 
the tender document as a requirement in the tender process.”  
(Our emphasis)

2.4. 4 A brief summary of the above legal principle is that the PTN must:

(a) have been mentioned in the RFP document;

(b) drive down costs and Transnet should get value for money arising out of 
these negotiations; and

(c) ensure the objectives of the negotiation team are recorded so that the 
17 Bolton op cit page 201.
18 Part E Exhibit 1 & 2, The RFP was issued when the 2009 PPM was still applicable. However, for all intents and purposes, Transnet 
used the 2012 PPM in evaluating and managing the 1064 Locomotive Transaction.
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team has stated objectives to be achieved from the negotiation process.

2.4. 5 In the context of 1064 Locomotives procurement, it is common cause that:

(a) Part 2 of the RFP indicated that “Transnet reserves the right to conduct 
PTN with the preferred bidders”;

(b) the 2012 PPM authorised the conclusion of the PTN for the purposes of 
bringing down costs and deriving value for money for Transnet; 

(c) during our investigations we were not provided with any document that 
recorded the objectives that were set for the negotiating team save for 
the following:

(i) a Memorandum to the Group Chief Executive dated 16 January 
201419, by Mr T Jiyane requesting approval to negotiate with the 
highest scoring bidders on the following High-Level Negotiations 
Strategy:

•  price (Hedging Strategy);

•  payment terms;

•  delivery lead time;

•  fi nalising the TE Scope of work in line with PPPFA approval 
as well as BAFO; and

•  contractual compliance.

(ii) the Negotiation Strategy document titled “Negotiations Baseline 
Worksheet”20 that was developed to outline the objectives and the 
parameters that will inform the PTN on various negotiation points. 
This document sets out the terms of reference for each of the 
items to be negotiated upon. Each of the terms of reference had a 
threshold of what the target of the negotiations on an item should 
have been as well as the least acceptable results. 

2.4. 6 One of the signifi cant drivers of the price increase, was payment for Batch Price adjustment21 
(also referred to as Batch Pricing22) as a result of the splitting of the awards amongst the 
four (4) bidders. Transnet’s position on the payment of extra cost for reduction in batch 
quantities was clearly articulated in the RFP and the Negotiations Baseline Worksheet. 

2.4. 7 The RFP provided as follows:  
“Transnet requires fl exibility in exercising options for the 

19 Part C Exhibit 2, Memorandum dated 16 January 2014 from Mr T Jiyane to Messrs. B Molefe A Singh and S Gama.
20 Part F Exhibit 2. This document was provided by Transnet to MNS during its investigations. Despite numerous requests to Transnet 
for a signed version of the Negotiation Baseline Worksheet (Negotiation Strategy), same was not made available. Even though this 
document is unsigned, Mr T Jiyane confi rmed that Negotiation Strategy documents included terms of reference for each of the items to 
be negotiated indicating the targets and the outcomes that would not be acceptable to Transnet. 
21 Part F Exhibit 3, This principle of Batch Price adjustment is derived from Mr B Molefe’s Memorandum dated 23 May 2014 wherein he 
attributed an increase of R2.7 bn to “the Batch price adjustment for reduction of batch sizes”. For further details on this Memorandum 
see Chapter 4 of this Report.
22 This phrase is derived from one of the Negotiation Baseline Worksheet as “the price changes based upon the (locomotive) quantities 
ordered.
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acquisition of the Locomotives. These options may include 
suspending or postponing the delivery of the Locomotives until 
a later date or changing quantities. Transnet however does not 
expect to pay a price premium should it exercise any of these 
options.” 23(Our emphasis)

2.4. 8 It has been subsequently argued by Messrs Siyabonga Gama (“Mr S Gama”) and Yousuf 
Laher24 (“Mr Y Laher”) that Batch Pricing was justifi able on the basis that the Board25 had 
approved the recommendation to split the award amongst the four OEMs.  Therefore, the 
argument they advance is that, the reduction in the quantities of the locomotives awarded 
to each of the OEMs necessitated the OEMs to increase their prices.    

2.4. 9 This justifi cation is untenable on the grounds that Transnet adopted the position of not 
paying a price premium with full knowledge of the right it reserved itself in the RFP to split 
the award to more than one supplier26, the effect of which would result in lesser quantities 
of locomotives being awarded to the OEMs. The Board’s approval of the splitting of the 
award should not be misconstrued as authorization to commit Transnet to Batch Pricing, 
more so given the fact that the authors of the Memorandum to the Board did not bring it to 
the attention of the Board that the RFP prohibited Transnet from paying a price premium 
for changing the locomotive quantities.

2.4. 10 Committing Transnet to Batch Pricing contrary to the provisions of the RFP, on its own, 
also compromised the fairness of the procurement process and constitute an irregularity 
because the “Request for Proposals, read together with the constitutional and legislative 
procurement provisions, thus constituted the legally binding and enforceable framework 
within which tenders had to be submitted, evaluated and awarded”27.

2.4. 11 In amplifi cation of the Transnet position adopted in the RFP for the non-payment of Batch 
Pricing, the Negotiations Baseline Worksheet - Price was provided28 to members of the 
PTN team to provide guidance specifi cally on Batch Pricing. The table below is the relevant 
extract of the terms of reference for negotiating “Batch Pricing”. 29

23 Part D Exhibit 2, pg. 18 par. 3.1 of Part 1 RFP.
24 Part A Exhibit 4 &5, Correspondence dated 14 August 2018 and 15 August 2018 respectively.
25 Part Exhibit 1, Transnet Board meeting dated 24 January 2014. 
26 Part D Exhibit 2, Clause 13.9 Part 1 RFP.
27 All Pay op cit at par 38.
28 This document was provided to the MNS investigation team by Ms L Mdletshe who was the custodian of all the documents and data 
used during the evaluation of the 1064 RFP. Mr Y Laher, who was instrumental in negotiating fi nancial aspects during the Post Tender 
Negotiation, indicated in his email dated 14 August 2018 that he “was never given an approved mandate for the negotiations, only a 
draft version was provided. There is thus nothing on the records made available to us, that suggests that there was another mandate 
document that was considered by the Post Tender Negotiations Team, at least on the Batch Pricing Negotiation Baseline Worksheet.
29 Part F Exhibit 3, Negotiation Baseline Worksheet – Batch Pricing. 
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Negotiations Baseline Worksheet – Price

Negotiation Point: Batch Pricing 

Current Offer: Price changes based upon quantity ordered

Negotiation Issues Price remains fi xed as if order placed for full 599 electric or 465 diesels 

Comments:

Most Desirable Outcome 
(MDO)

Least Acceptable Agreement 
(LAA)

Target Agreement

Remove batch pricing  Remove batch pricing Remove batch pricing 

2.4. 12 This table indicates that one of the objectives set out for the negotiating team on Batch 
Pricing was to ensure that Batch Pricing must be removed and the price must remain fi xed 
as if the order is placed for the full 465 Diesel and 599 Electric locomotives. This position is 
in line with the responses MNS Attorneys received during the interviews with some of the 
technical personnel at TFR, namely: Messrs F Callard (former employee of TFR), P Pillay 
and F Harris, that the costs of procuring a smaller batch of locomotives should not have a 
material effect on the overall transaction as long as the smaller batch was within the 100 
locomotives threshold.

2.5 Irregularities on the appointment of CSR
2.5. 1 Section 217 of the Constitution enjoins organs of state to follow a procurement system 

that is amongst others fair, competitive and transparent.   A review of the circumstances 
surrounding the appointment of CSR indicates that there was a violation of the principle of 
fairness, competitiveness and transparency. 

2.5. 2 Messrs Iqbal Sharma (“Mr I Sharma”) the chairperson of Transnet’s Board Acquisition and 
Disposal Committee (the “BADC”) and S Essa were business associates through inter alia 
the business interests they had in various companies.  Mr S Essa on behalf of one of his 
companies, Tequesta, concluded a Business Development Services Agreement (“ Business 
Development Agreement”) with CSR Hong Kong on 18 May 2015. The salient terms of 
the Business Development Agreement state that:

(i) Tequesta was appointed to provide advisory services, in particular, assist 
CSR Hong Kong to secure the current electric locomotives tender; and

(ii) in return Mr S Essa would get paid 21% of the contract value concluded 
with Transnet.

2.5. 3 The Business Development Agreement further recorded that:
“It is hereby noted and agreed between the parties that the 
above services are provided as a pre-Project service and will 
conclude on the Company signing the Contract for the Project. 
The Company will not require any proof of delivery of the above 
services since it is understood that the Project would not have 
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materialized without the active efforts of TEQUESTA to provide 
the services listed above.30”(Own emphasis)

2.5. 4 It is now common knowledge that CSR was indeed awarded the contract to supply the 
359 Electric locomotives. The fact that the Business Development Agreement confi rms:

(a) the exact number of locomotives that were awarded to CSR;

(b) that some of the services allegedly provided by Mr S Essa (through 
Tequesta) were rendered prior to the conclusion of the Locomotives 
Supply Agreement at a time when Transnet’s procurement process was 
underway; 

(c) CSR would not have been appointed had it not been through the active 
efforts of Mr S Essa, through Tequesta; and

(d) CSR was awarded 126 more locomotives as compared to GE whilst for 
the electric locomotives, the split was made on a 50/50 basis between 
BT and CNR.

2.5. 5 Given the fact that the procurement of 1064 Locomotives was required to comply with 
s217 of the Constitution and the PFMA requirements for a competitive tender process, 
there cannot be a lawful and commercial reason for Mr S Essa interposing between 
Transnet and its potential contractors.

2.5. 6 This reasonably leads to an inference that, Mr I Sharma would have used his position as the 
Chairperson of the BADC and his business relationship with Mr S Essa to unduly advantage 
CSR during the procurement of the 1064 Locomotives. This reasonable inference casts 
doubts on the fairness and transparency of the manner in which CSR was awarded the 
tender as it is apparent that Mr S Essa’s relationship with the BADC chairperson would 
have enabled him to secure CSR the 359 electric locomotives as recorded in the Business 
Development Agreement.

Remedies
2.5. 7 From the analysis, it is clear that the procurement of 1064 Locomotives transaction was 

irregular on either one or more of the following grounds: 

(i) the RFPs did not comply with the evaluation criteria prescribed by the 
Instruction Note; or

(ii) the fairness and transparency of the evaluation criteria was 
compromised by the belated changes in the evaluation - criteria during 
the evaluation process; or

(iii) the award of the bids to BT, CSR and CNR were not in compliance 
with the minimum local production and content as prescribed by the 
Instruction Note; or

(iv) committing Transnet to Batch Pricing was contrary to the express 
provisions of the RFP; or

30 Exhibit 4 Part F, pg 19 of the Business Development Services Agreement.
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(v) the contravention of s217 of the Constitution.

2.5. 8 These irregularities are susceptible to judicial challenge on the basis that Transnet’s 
conduct, in not complying with the law or exceeding the powers it had in law, breached 
the principle of legality. In State Information Technology Agency v Gijima Holdings (Pty) 
2018 (2) BCLR 240 (CC) the Constitutional Court confi rmed the longstanding principle31 
on legality that: 

“It seems central to the conception of our constitutional order that 
the legislature and executive in every sphere are constrained by 
the principle that they may exercise no power and perform no 
function beyond that conferred upon them by law. At least in this 
sense, then, the principle of legality is implied within the terms of 
the interim Constitution.” 

2.5. 9 In extending the application of this principle to the procurement process followed by SITA, 
the Constitutional Court held that:

“What we glean from this is that the exercise of public power 
which is at variance with the principle of legality is inconsistent 
with the Constitution itself. In short, it is invalid”.

2.5. 10 The irregularity and/or unlawfulness of the procurement as described in this chapter, does 
not automatically lead to the conclusion that the Locomotives Supply Agreements will 
be judicially set aside. The appropriate remedy for irregular administrative conduct is a 
separate consideration primarily informed by the Court’s discretion in terms of s17232 of 
the Constitution.  

2.5. 11 A just and equitable remedy, depending on the circumstances of each case might be a 
possible re-negotiation of the contracts to ensure that Transnet is not unduly burdened by 
contractual terms that perpetuate illegality. The circumstances that will be considered in 
determining the appropriate remedy in each case, inter alia, are the following:

(i) the extent to which the OEMs have performed in terms of their 
respective contractual obligations;

(ii) Transnet’s business needs; 

(iii) the extent to which there is irregularity and elements of corruption for 
some of the OEMS; and

(iv) overpayments to OEMs. 

2.5. 12 The declaration of irregularity will not necessarily result in the automatic termination of the 
Locomotives Supply Agreements. The court has wide discretion in deciding what is just 
and equitable having regard to all the relevant factors.

31 Fedsure Life Assurance Ltd v Greater Johannesburg Metropolitan Council 1999 (1) SA 374 (CC).
32 When deciding a constitutional matter within its power, a court – 
(a) must declare that any law or conduct that is inconsistent with the Constitution is invalid to the extent of its inconsistency; and 
(b) may make any order that is just and equitable, including— 
(i) an order limiting the retrospective effect of the declaration of invalidity; and 
(ii) an order suspending the declaration of invalidity for any period and on any conditions, to allow the competent authority to correct the 
defect.
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Chapter 3: 
Corporate Governance 

Executive Summary 
The Board and Transnet Executives33 were required at all times during the procurement of the 
1064 Locomotives (“the Transaction”) to comply with the applicable legal framework.34 

Our assessment of the corporate governance processes during the Transaction confi rms that:

(a) the Directors and Executives breached their fi duciary duties; 

(b)  Mr I Sharma breached his fi duciary duties by failing to declare his business relationship 
with Mr S Essa, whose company was contracted by CSR Hong Kong35 to provide services 
for the procurement of the 359 electric locomotives;

(c)  there is contradiction between the Resolution/ Executive Summary and clause 5.2 of the 
Business Case on whether or not the Business Case included or excluded “forex hedging, 
forex escalation and other price escalations” (“forex hedging and escalation”); 

(d)  the increase in the ETC amounting to R15.9 bn36 was not approved by the Shareholder 
Minister in terms of s54(2) of the PFMA; and 

(e)  the conclusion of the Locomotives Supply Agreements (“LSAs”) with the four OEMs 
without the necessary approval by the Shareholder Minister in terms of s54(2) of the PFMA 
renders the LSAs void ab initio.37

As a result, fi ndings are made against the Directors and various Executives of Transnet for breach 
of:

(a)  the provisions of the PFMA (i.e. s50, s51 and s54)38 which amount to acts of fi nancial 
misconduct in terms of s83(1)(a) of the PFMA; and

(b)  fi duciary duties in performing their functions as contemplated in the Companies Act, PFMA 
and internal governance framework.39

33 Executives refers to Transnet’s offi cials who exercise general executive control or regularly participates materially in the executive 
management of Transnet as contemplated in Regulations 38 of the Companies Act.
34 PFMA, the Companies Act and internal governance framework.
35 CSR Hong Kong is a related company to CSR, which was awarded a Tender to provide 359 electric locomotives
36 The difference between R54.5 and R38.6 bn.
37 In Neugarten and Others v Standard Bank of South Africa Ltd1989 (1) SA 797 (A) on p 808H-J, the Court held that an agreement that 
is void ab Initio is to be regarded as it never existed
38  ss50, 51, 54 of the PFMA deal with fi duciary duties of directors, general responsibilities of accounting authority, approvals by the 
Shareholder Minister and Treasury notifi cations.
39 MOI, DOA, Shareholder Compact and Transnet policies.
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3.1 Confl ict of Interest  
3.1. 1 Transnet is a State-Owned Company established in terms of s2 of the Legal Succession to 

the South African Transport Services Act.40 

3.1. 2 In terms of the PFMA, (which lists Transnet as a public entity41) the Board is the accounting 
authority42.

3.1. 3 As the accounting authority, the Board must ensure that Transnet maintains:

“(i) effective, effi cient and transparent systems of fi nancial and 
risk management and internal control”43.

3.1. 4 In terms of the Companies Act44, Transnet is a State-Owned Company45 and must therefore 
comply with this legislation and its Regulations. 

3.1. 5 Section 66 (1) of the Companies Act gives the Board the authority to manage and control 
the business affairs of Transnet except to the extent that the MOI46 provides otherwise. 

3.1. 6 During the procurement of the 1064 Locomotives, various Resolutions, approvals and/or 
decisions were taken by the Board and/or its Executives in their capacity as Directors and/
or employees of Transnet. 

3.1. 7 The word “director” is defi ned in s1 of the Companies Act, to include any person occupying 
the position of a director or alternate director, by whatever name designated.47 

3.1. 8 Regulation 3848 provides that any person, regardless of his/her title, qualifi es as a prescribed 
offi cer if he/she exercises general executive control or regularly participates materially in 
the executive management of the company. 

3.1. 9 With regard to Transnet, it therefore means that any executive manager or member of 
a committee who made or participated in the decisions, approvals and/or Resolutions in 
respect of the procurement of 1064 Locomotives would be regarded as a director. 

3.1. 10 Central to the responsibilities of directors both in terms of the PFMA and the Companies 
Act, is the duty to act in the best interests of the company at all times.

3.1. 11 The duty to act in the best interests of the company entails, among other things, avoiding 
a confl ict of interest between a director and the company. 

3.1. 12 One of the former directors of Transnet,  Mr I Sharma breached his fi duciary duties when 
he failed to declare a confl ict of interest between Mr S Essa and himself whilst acting as a 

40 Act 9 of 1989.
41 Listed under schedule 2 of the PFMA.
42 s49 (1) of the PFMA.
43 s51(1)(a)(i) of the PFMA.
44 Act 71 of 2008.
45 s1 of the Companies Act.
46 s1 of the Companies Act defi nes a Memorandum of incorporation as a document that set out rights, duties and responsibilities of 
shareholders, directors and others within and in relation to a company.
47 The word “includes”, in the defi nition of the word “director” means that certain persons are to be regarded as directors even though 
they may be designated by a different name See a defi nition of a director at “Contemporary Company Law” 2nd Edition, 2012 by Farouk 
HI Cassim.
48 Regulation 38 of the Companies Act.
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director of Transnet and the Chairperson of the BADC as required by the Companies Act. 

3.1. 13 In 2010, Mr I Sharma was appointed as a director of Transnet and became the Chairperson 
of the BADC on 29 August 2012, a Board subcommittee that approved all submissions 
relating to procurement49 of the 1064 Locomotives and recommended the appointment of 
preferred bidders to the Board. The Board relied heavily on the recommendations of the 
BADC. 

3.1. 14 On 24 January 2014, the BADC meeting which was chaired by Mr I Sharma recommended 
to the Board that BT, CNR, CSR and GE be appointed as the four OEMs to manufacture 
the 1064 Locomotives. Included in the recommendation by the BADC was the split of 
the award of the locomotives as follows: BT (240 electric), CNR (232 diesel); CSR (359 
electric); and GE (233 diesel). 

3.1. 15 Messrs I Sharma and S Essa were co-directors and shareholders in a number of companies. 
The diagram below illustrates the business relationships between Messrs I Sharma and 
S Essa. 

Transnet SOC Ltd
Mr I Sharma (former director)

1. Board member (13/12/2010 to 10/12/2014
2. BADC Chairperson (29/08/2012)

VR Laser Services (Pty) Ltd
Mr S Essa

active director
from 14/01/2014Elgasolve (Pty) Ltd

1. Mr S Essa: active director

2.  Mr I Sharma: declared 50% interest 
on 28/02/2013

NADP (Pty) Ltd
active directors

1.  Mr I Sharma from 07/11/2013

2. Mr S Essa from 07/11/2013

ISSAR Capital (Pty) Ltd
active director from

17/12/2010 to 22/05/2014

Mr I Sharma

VRLS Properties (Pty) Ltd
Mr I Sharma (former director)

Provided goods and services

Pays rental to

Since 27/07/2014 Elgasolve
owns 74.9% shares in

Since 07/11/2013 Elgasolve
owns 80% shares in

Since 07/11/2013 Issa Capital
owns 20% shares in

Since 06/03/2014 Issa Capital
owns 100% shares in

3.1. 16 The diagram illustrates that:  

(a) from 2013 to 201550, Mr I Sharma was a director of VRLS Properties 
(Pty) Ltd (“VRLS Properties”), which leased land to VR Laser Services 
(Pty) Ltd (“VR Laser”);

49 Part E Exhibit 3, In terms of 2013/14 Delegation of Authority, the prescribed threshold of the Transaction that require the BADC 
approval was R2 bn.
50 CIPC search records that Mr Sharma became a director of VRLS Properties on 09 December 2013 and resigned on 12 October 2015.
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(b) Mr S Essa is a director of VR Laser51 and a shareholder in Elgasolve (Pty) 
Ltd (“Elgasolve”);

(c) Elgasolve currently owns 75% of the shares in VR Laser;

(d) Mr S Essa is listed as a director of Elgasolve52 whilst Mr I Sharma 
declared a 50% shareholding in Elgasolve on 28 February 2013; 

(e) during 2014, Elgasolve held 80% shareholding in the National 
Agricultural Development Project Pty (Ltd) (“NADP”). Messrs I Sharma53 
and S Essa54 are co-directors of NADP;

(f) the other 20% shareholding in NADP is held by Issar Capital (Pty) Ltd55 
(“Issar Capital”); and

(g) Issar Capital in turn holds 100% shareholding in VRLS Properties.

3.1. 17 VR Laser was listed as an active Transnet vendor and had previously done business with 
Transnet to the value of R200 000.00 per annum. Mr I Sharma derived material benefi t 
from VR Laser on the basis that VRLS Properties received rent from VR Laser.  

3.1. 18 Mr S Essa, on behalf of one of his companies, Tequesta, concluded a Business Development 
Services Agreement56 with CSR (Hong Kong) Co. Ltd (“CSR Hong Kong”)57 on 18 May 
2015 to “provide advisory and consulting services in respect of the Project and to aid 
Business Development and to assist in achieving the Company’s BEE objectives in the 
Territory”58.  

3.1. 19 The “Project”59 is defi ned in the Business Development Services Agreement as “any 
portion of the Tender for the supply of 359 Electric locomotives (22E) to Transnet SOC 
Limited, South Africa60.” The terms of the Business Development Services Agreement 
were, inter alia, the following:

(a) Tequesta would provide various advisory services relating to the 
acquisition of the 359 locomotives;

(b) for its services, Tequesta would be paid 21% of the contract value of the 
359 locomotives (R3 098 916 720);

(c) Tequesta would be paid 2% (R362 440 000) of the contract value as a 
success fee; and

(d) the payment of the balance of 19%, (R3 443 180 000) would be paid on 
a pro-rata basis to the milestones achieved. 

51 CIPC search records that Mr Essa is an active director of VR Laser with effect from 14 January 2014.
52 CIPC search records that Mr Essa is an active director of Elgasolve with effect from 14 January 2014.
53 CIPC search records that Mr Sharma as an active director of NADP and appointed as such from 07 November 2013.
54 CIPC search records that Mr Essa as an active director of NADP and appointed as such from 07 November 2013.
55 CIPC search records that Mr Sharma was appointed as a director of Issar Capital on 17 December 2010 and resigned on 22 May 2014. 
56 Part F Exhibit 4, Business Development Services Agreement, dated 18 May 2015.
57 CSR Hong Kong is a related company to CSR SA.
58 Clause 3.1 of the Business Development Services Agreement.
59 The word “Project” is referred to as “Project 359” in the Business Development Services Agreement. 
60 Clause 1.1. of the Business Development Services Agreement. 
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3.1. 20 The Business Development Services Agreement further recorded that
“It is hereby noted and agreed between the parties that the 
above services are provided as a pre-Project service and will 
conclude on the Company signing the Contract for the Project. 
The Company will not require any proof of delivery of the above 
services since it is understood that the Project would not have 
materialized without the active efforts of TEQUESTA to provide 
the services listed above.61” (Own emphasis)

3.1. 21 The signifi cance of the clause mentioned above is that it confi rms:

(a) that although the Business Development Services Agreement was 
signed on 18 May 2015, Tequesta had already rendered the “services” to 
CSR prior to the conclusion of the Locomotives Supply Agreement with 
Transnet; and 

(b) CSR’s acknowledgement that its appointment by Transnet would not 
have materialised without the active efforts of Tequesta.

3.1. 22 The BADC, with Mr I Sharma as the Chairperson recommended to the Board the 
appointment of CSR62as one of the four OEMs63. The recommendation by the BADC was 
approved by the Board on 24 January 2014 and Mr I Sharma was present at the meeting64. 

3.1. 23 On 17 March 2014, CSR concluded a LSA with Transnet to manufacture 359 New Dual 
Voltage Electric Locomotives, which is the exact number of locomotives that was agreed 
to between CSR Hong Kong and Tequesta.  The fact that the Business Development 
Services Agreement confi rms:

(a) the exact number of locomotives that were awarded to CSR (359); 

(b) the type of locomotives that were awarded to CSR (electric locomotives); 

(c) the services rendered by Tequesta pre-date the award of the Tender; 
and 

(d) that Tequesta is responsible for CSR being awarded the contract,

leads to the unavoidable conclusion that the Business Development Services 
Agreement is tainted with fraud and corruption as it suggests, amongst others, 
that Mr S Essa on behalf of Tequesta played a pivotal role in ensuring that 
CSR is awarded the contract despite the competitive procurement process 
undertaken by Transnet.

3.1. 24 Mr I Sharma failed to declare his business relationship with Mr S Essa65 whose company 
was contracted by CSR Hong Kong to provide services for the procurement of the 359 
electric locomotives. He failed to declare a confl ict of interests and as such, breached his 

61 Pg 19 of the Business Development Services Agreement.
62 CRRC E-Loco Supply (Pty) Ltd is the successor in title of CSR, which is the related company or a representative of CSR Hong Kong.      
63 Part B Exhibit 7, Minutes of the BADC meeting held on 24 January 2014.
64 Part B, Exhibit 1, Minutes of the special Board meeting held on 24 January 2014.
65 Mr S Essa is a related person to Mr I Sharma.
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fi duciary duties66 in that:

(a) he failed to ensure that the procurement of the 1064 Locomotives 
complied with s217(1) of the Constitution, in particular “fairness” during 
the evaluation of the tender Bids;

(b) Mr I Sharma should have foreseen that his conduct will lead to the 
irregular award of the tender, in this instance, to CSR;

(c) he should have foreseen that the irregular award might lead to the LSA 
between Transnet and CSR being susceptible to judicial challenge;

(d) the setting aside of the LSA will eventually affect the business of 
Transnet; and

(e) he allowed his own interests to prevail over those of Transnet.

3.1. 25 Mr I Sharma’s confl ict of interest was also confi rmed by PWC in its report to Transnet67. 

3.1. 26 Section 50 of the PFMA not only imposes fi duciary duties on the Board as a whole, but 
also on individual members of the Board. The core fi duciary duties which are relevant for 
purposes of this Report, include the duty to:

(a) disclose to the Board any direct or indirect personal or private business 
interest that a member or any spouse, partner or close family member 
may have in any matter before the Board; 

(b) conduct themselves with fi delity, honesty and integrity; and

(c) act in the best interests of the company.

3.1. 27 In addition to contravening the Companies Act and the PFMA, Mr I Sharma contravened 
the following internal governance framework:

(a) Transnet Code of Ethics (“Code of Ethics”); and

(b) the Transnet Declaration of Interest and Related Party Disclosure Policy 
(“DOI “). 

3.1. 28 The Code of Ethics requires, inter alia, that non-executive directors:

(a) refrain from using a position of authority and/or facilities provided by 
Transnet to further their own interests or that of friends and relatives; 
and  

(b) disclose any potential confl ict of interests.

3.1. 29 The DOI provides guidance to directors and any person occupying the position of a director 
or alternate director by whatever name designated on their duties to disclose and manage 

66 s75 of the Companies Act places an obligation on a director who has a personal fi nancial interest in respect of a matter on the Board 
agenda or where he knows that a “related person” has personal fi nancial interests in the matter.  
67 Part F Exhibit 5, PWC Draft Report and Presentation, dated 14 June 2017. This report records the interview conducted by PWC with 
Mr I Sharma on 19 November 2014. The report states that Mr I Sharma failed to declare his interests in NADP and VRLS Properties in 
his April 2014 declaration. It records that the reason for not declaring his interests in these entities, it was an oversight on his part.  
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a confl ict of interest. The DOI defi nes a “confl ict of interest” as68:
“a personal fi nancial interest; or has private interests or personal 
considerations or has an affi liation or relationship69 which 
affects, or may affect, or may be perceived to affect a directors 
judgement in acting in the best interests of Transnet70”(Own 
emphasis)

3.1. 30 The seriousness of a breach of fi duciary duty has generally been emphasized by the courts 
throughout the years. In S v Gardiner and Another 2011 (4) SA 79 (SCA), two joint chief 
executive offi cers were imprisoned for seven years for breach of their fi duciary duties. 

3.1. 31 In view of the seriousness of the breach of fi duciary duties relating to the confl ict of interest, 
we recommend the following: 

(a) as an alternative to the Tender being declared irregular, the Board can 
also institute legal proceedings to cancel the LSA between Transnet 
and CSR on the basis of the breach of warranties and representations in 
terms of clause 3.1.7 of the LSA71;

(b) application in terms of s162(5) of the Companies Act be instituted 
against Messrs I Sharma and S Essa to be declared delinquent directors;

(c) criminal charges be laid against Messrs I Sharma and S Essa in terms of 
s34 of PRECCA72; and 

(d) an engagement with the Special Investigating Unit and/or other 
law enforcement agencies to obtain and/or subpoena the relevant 
documentation or information from foreign entities73 and/or individuals 
outside the jurisdiction of the Republic of South Africa. 

3.2 Approval of the Business Case and Increase in the ETC
3.2. 1 During 2012, McKinsey Incorporated (“McKinsey”) was appointed by Transnet to fi nalize 

its Business Case.

3.2. 2 One of the issues that became a point of contention after the award of the tenders to the 
OEMs, was whether or not the Business Case included or excluded forex hedging and 
escalation.

3.2. 3 Before the Business Case could be submitted to the Board and subsequently to the 
Shareholder Minister, it had to be considered and approved by Transnet internal 
procurement structures. As a result of this process, the Business Case was presented to 

68 Part E Exhibit 5, clause 4.2 of DOI. 
69 Includes the connection between any two or more persons who are related or inter-related. 
70 Clause 5.2 of the DOI defi nes “Confl ict of Interests”.
71 In terms of clause 3.1.7.1 of the LSA, CSR represented and warranted that: 
“to the best of its knowledge, information and belief no material matter exist which might give rise to a civil, criminal, arbitration 
proceeding any jurisdiction…, which in any such case would affect its capacity to fulfi l its obligations, inter alia, under this agreement and/
or any other Project Document to which it is a party”. (Own emphasis)
72 Prevention and Combating of Corrupt Activities Act 12 of 2004. s34 of PRECCA places a duty on certain persons to report certain 
offences relating to corruption. Failure to report such criminal activity is an offence.
73 CSR Hong Kong and Tequesta. 
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the BADC which then recommended it to the Board for approval. 

3.2. 4 The Executive Summary compiled by the BADC, for the Board to approve, provided for the 
ETC in the amount of R38.6 bn “excluding forex hedging and escalation”. (Own emphasis).

3.2. 5 On 25 April 2013, the Board in line with the Resolution of the BADC and its Executive 
Summary approved the Business Case.  

3.2. 6 Even though there were no discussions at the BADC on whether or not the Business Case 
included or excluded forex hedging and escalation, the Resolution74 nonetheless provided 
that the ETC in the amount of R38.6 was “exclusive of forex hedging and escalation”. (Own 
emphasis).

3.2. 7 Contrary to the Resolution, what can be clearly inferred from the deliberations at the 
BADC was the emphasis on the containment of costs relating to the purchase of the 
1064 Locomotives.  For example, the former Chairperson of the Board, Mr M Mkwanazi 
emphasized the following:

“Mr Mkwanazi was uncomfortable with the funding aspects of 
the project…For this contract, …the price will be fi xed. For a rand-
based contract, the supplier to hedge and the Company will aim 
for a fully fi xed price contract… There will be no massive price 
change due to the benchmarks undertaken75” (Own emphasis) 

3.2. 8 The Resolution of the BADC and the Executive Summary of the Business Case which 
excluded forex hedging and escalation is a contradiction of clause 5.2 of the Business 
Case, which provides:

“forex risk mitigation will be imperative for a transaction of 
this size. A change in the Rand to US dollar exchange rate of 
10 percent would represent a R1.2 bn impact based on the 
amount of localization assume…Transnet’s preferred option is 
to enter into Rand based supplier agreements with OEMs, with 
the hedges undertaken by the OEMs themselves. However, even 
when hedging is conducted by the OEM, Transnet ultimately 
pays for the cost of hedging, which is factored into the purchase 
price” (Own emphasis)

3.2. 9 The contradictions between the Resolution / the Executive Summary and clause 5.2 of the 
Business Case can either be as a result of an error by the drafters76 of both Resolution and 
the Executive Summary or negligence or intentional misrepresentation. 

3.2. 10 Our investigations were unable to confi rm whether the contradictions between the 
Resolution/ Executive Summary and clause 5.2 of the Business Case could be regarded as 
an error or negligence or intentional misrepresentation. 

74 The Business Case for the acquisition of the 1064 Locomotives for TFR’s General Freight Business at an estimated cost of R38.6 bn as 
per the Corporate Plan (excluding potential effects from forex hedging, forex escalation and other price escalations)
75 Part B Exhibit 6, Minutes of the BADC meeting held on 23 April 2013
76 The drafters of the Memorandum, dated 18 April 2013 to the Board are, namely, Messrs B Molefe, and A Singh

TRANSNET-REF-BUNDLE-04272



27  October 2018      www.mnsattorneys.co.za

3.2. 11 On 28 May 2014, the former GCE, Mr B Molefe presented a Memorandum to the Board 
proposing an increase in the ETC from R38.6 bn to R54 bn77. A huge portion of R15.9 bn 
is made up of forex hedging and escalation. The Board approved the Memorandum78.

3.2. 12 The increase in the ETC in the amount of R15.9 bn was not in line with the discussion at 
the BADC i.e. “there will be no massive price change…”

3.2. 13 If there is evidence to support that it was an “innocent error or mistake by the drafters 
of the Resolution / Executive Summary”, the Board and the BADC cannot be blamed for 
the contradictions between the Resolution / Executive Summary and clause 5.2 of the 
Business Case. 

3.2. 14 If on the other hand, there was negligence in drafting the Resolution and the Executive 
Summary, any person who was involved in the drafting of the Resolution and/or the 
Executive Summary of Business Case should be held accountable for failing to exercise 
reasonable care, skill and diligence when performing his or her functions.

3.2. 15 Lastly, if there is reasonable suspicion of intentional misrepresentation, such conduct 
constitutes fraud. Should the intentional misrepresentation be confi rmed, then Messrs B 
Molefe and A Singh who recommended to the BADC and the Board should be reported to 
law enforcement agencies in terms of s34 of PRECCA.

3.2. 16 In conclusion, our overall investigation, which have been confi rmed by various experts79 
have established that R38.6 bn ETC was “inclusive of forex hedging and escalation”. 

3.2. 17 The BADC Resolution and the Executive Summary was therefore incorrect in stating that 
R38.6 bn was “exclusive of forex hedging and escalation”.

3.3 Section 54(2) Approval  
3.3. 1 On 30 April 2013, the erstwhile Transnet Chairperson of the Board, Mr M Mkwanazi 

addressed a letter to both the Shareholder Minister, Mr M Gigaba80 and the Minister of 
Finance, Mr P Gordhan81 in terms of s54(2)82 of the PFMA applying for the approval of the 
acquisition of the 1064 Locomotives at an Estimated Total Cost of R38.6 bn. 

3.3. 2 Transnet’s application for s54(2) approval was accompanied by, amongst others, the 
following:

(a) the Board Resolution;

(b) an Executive Summary of the Application; and

(c) the Business Case for the acquisition of the 1064 Locomotives. 

3.3. 3 The importance of the Business Case relating to the s54(2) Application to the Shareholder 
Minister and National Treasury is to advise the Ministers on the:

77 Part C Exhibit 1, Memorandum from Messrs B Molefe, A Singh and S Gama, dated 23 May 2014.
78 Part C Exhibit 1, Memorandum from Mr B Molefe to the Board dated 28 May 2014.
79 Prof H.E Weiner, ALL 5 Holding Advisory Services and Fundudzi Report 
80 Part A Exhibit 1, s54(2) approval, dated 30 April 2013 from then Board Chairperson to the Shareholder Minister.
81 Part A Exhibit 2, s54(2) notifi cation, dated 30 April 2013 from then Board Chairperson to the National Treasury.
82 In terms of s54(2) of the PFMA, before a public entity concludes a transaction that entails acquisition or disposal of a shareholding in a 
company, the accounting authority (i.e. Board of Transnet) of the public entity must promptly and in writing inform the relevant treasury 
of the transaction and submit relevant particulars of the transaction to its executive authority for approval of the transaction.
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(a) intended acquisition by the company;

(b) period it will take for the company to acquire the asset;

(c) business rationale for the acquisition; and

(d) value of the acquisition. 

3.3. 4 Indeed, the Business Case did contain all of the relevant information that the Ministers 
needed to positively consider the s54(2) Application.  

3.3. 5 On 17 March 2014, Transnet represented by its former GCE, Mr B Molefe concluded LSAs 
with the four OEMs at the total value of R49.5 bn.  

3.3. 6 Even though, Mr B Molefe in his Memorandum incorrectly states that there is no statutory 
requirement to seek further s54(2) approval from the Minister, all internal governance 
framework documents provided otherwise. For example: 

(a) clause 4.4 of the MOI83 provides, inter alia, that Transnet 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 Signifi cance and Materiality Framework 
(“SMF”)84; and 

(b) the Transnet DOA85 requires that an increase in the ETC in excess of 
15% of the projects already approved by the Shareholder Minister 
should be referred back to the Shareholder Minister for approval in 
terms of s54(2) of the PFMA (i.e. 15% of R38.6 bn is R5.7 bn). The total 
increase in the ETC was R15.9 bn and therefore it exceeded the 15% 
threshold set out by the DOA. 

3.3. 7 The increase in the ETC amounting to R15.9 bn86 was therefore not approved by the 
Shareholder Minister in terms of s54(2) of the PFMA. 

3.3. 8 The failure to seek approval from the Shareholder Minister was a contravention of the 
PFMA, the MOI and the DOA. 

3.3. 9 The conclusion of the LSAs with the four OEMs without the necessary approval by the 
Shareholder Minister in terms of s54(2) of the PFMA renders the LSAs void ab initio87, 
despite the Board’s approval on 28 May 2018.  

3.3. 10 An illegal act is incapable of ratifi cation and it cannot be condoned by the Shareholder 
Minister. In Neugarten and Others v Standard Bank of South Africa Ltd88, the Court held:

“It is well-settled law that there can be no ratifi cation of an 
agreement which a statutory prohibition has rendered ab Initio 

83 Part E Exhibit 6, Memorandum of Incorporation.
84 Part E Exhibit 4 In terms of the SMF and the 2014/15 Shareholder Compact, the prescribed threshold of the transaction that require 
shareholder approval is the amount above R2 bn. 
85 The DOA was approved by the Board on 29 April 2013.
86 The difference between R54.5 and R38.6 bn. 
87 Ibid.
88 1989 (1) SA 797 (A) on p 808H-J.
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void in the sense that it is to be regarded as never having been 
concluded”. 

3.3. 11 The consequences that fl ow from a contract that is void for illegality is that it is of no legal 
effect and therefore, it cannot be enforced89.  

3.3. 12 In view of the illegally concluded LSAs, the Board has no option but to institute Court 
proceedings and seek declaratory court order confi rming that the LSAs are illegal and void 
ab initio90.

3.3. 13 In its Court proceedings, the Board should ask the Court to grant an order that is “just 
and equitable91” based on the business needs of Transnet. A just and equitable remedy 
depends on the circumstances of each case and includes a possible re-negotiation of the 
LSAs and instituting claims for unjustifi ed over payments92.

89 Dale Hutchison “The Law of Contract in South Africa” Second Edition, 2002.
90 Ibid. 
91 See s172 of the Constitution.
92 State Information Technology Agency SOC Limited v Gijima Holdings (Pty) Ltd ,the Court declared the contract invalid and exercised 
its power to grant an order that is just and equitable in terms of s172 of the Constitution. The Court held that the declaration of invalidity 
of the contract “does not have the effect of divesting the respondent of any rights it would have been entitled to under the contract, but 
for declaration of invalidity”.
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Chapter 4: 
Increase in ETC

Executive Summary
In this chapter, we analyse the Memorandum of 23 May 2014, that was presented to the Board 
on 28 May 2014 by Mr B Molefe.

The purpose of the Memorandum was to request the Board to approve the increase in the ETC 
from R38.6bn to R54.5bn.

This chapter analyses the reasons for the increase in the ETC and concludes that there was an 
overstatement in respect of the following: 

• past infl ationary costs; 

• future infl ationary costs; and

• contingencies. 

In addition, the increase to the ETC was attributable to additional batch price adjustment, as per 
the provisions of the RFP, Transnet did not expect to pay the price premium.

4.1 Analysis of the Increase in the Estimated Total Costs
4.1. 1 Overview

(a) On 23 May 2014, Mr B Molefe, the then GCE of Transnet, submitted 
a Memorandum to the Transnet Board with the subject “Increase in 
estimated total cost of the acquisition of 1064 locomotives for Transnet 
Freight Rail’s General Freight Business”. 

(b) The purpose of the Memorandum was two-fold viz:

(i) for the Board to note the reasons for the increase in ETC; and 

(ii) to request the Board to approve an estimated increase in the ETC 
for acquisition of 1064 Locomotives for GFB of TFR from R38.6 bn 
to R54.5 bn.

4.1. 2 The table below highlights the diesel and electric locomotives to be delivered based on 
the accelerated schedule. Locomotives were to be manufactured and delivered at a peak 
tempo of 12 per month per bidder. 
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Diesel Locomotives Schedule CNR
232 (50%)

GE
233 (50%)

March 2015 0 0

March 2016 20 34

March 2017 87 126

October 2017 84 73

February 2018 42

Electric Locomotives Schedule BT
240 (40%)

CSR
359 (60%)

March 2016 6 88

March 2017 137 142

December 2017 97

January 2018 129
 
4.1. 3 We have reassessed the quantum put forward in the 23 May 2014, Memorandum at 

aggregate level (and for each OEM as shown in Annexure A). The increases and the reasons 
advanced for the increases compared to the original Business Case and our reassessment 
can be summarised as follows:

Item Rand’s

BAFO per Board Submission excluding hedging and Escalation 29 355 532 740

A Escalation up to signature date (Close of tender to March 2014) 2 362 018 104

B Add back Original TE Scope removed for BAFO purposes 1 706 643 360

C Forex adjustment to spot rate 3 030 660 144

D Batch price adjustment for reduction of batch size 40%/60% 2 754 402 335

BAFO updated for economic and other factors 39 209 256 683

B Additional TE scope 883 172 732

New Price including TE Scope 40 092 429 615

E Cost to Fix escalation to end of contract 6 725 748 499

F Cost to hedging 2 729 046 496

Estimated Total Costs including hedging and escalations 49 547 224 410

G Contingencies 4 954 775 590

ETC (incl. Hedging, Escalation, options, spares, tools and equipment) 54 502 000 900
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R’ Bn
Business Case ALL5 Assessment Memo: 23 May 2014

Original/BAFO 30.476 29.355 29.355

A - 1.420 2.362

B - 1.707* 1.707

C 0.066 3.031 3.031

D - - 2.754

30.542 35.513 39.209

B - 0.883* 0.883

30.542 36.396 40.092

E 2.534 3.767 6.726

F 3.292 2.729 2.729

36.368 42.892 49.547

G 2.232 2.809 4.955

38.600 45.701 54.502

*These amounts were taken as per the 23 May 2014 Memorandum

4.1. 4 Comparison of the original prices/BAFO

The spot price in the Memorandum refl ects BAFOs excluding the Transnet 
Engineering (TE), capital spares, hedging and escalation. 

This fi gure is consistent with the BAFO prices submitted by the bidders 
excluding escalation and hedging and is immaterially lower than that 
modelled in the April 2013 Business Case.

4.1. 5 Escalation up to signature date (A)

(a) The Memorandum indicates this as escalation from the close of tender 
(taken as 30 April 2013) to 17 March 2014. The USD/ZAR rates 
provided within the spreadsheets applied for negotiations confi rm this. 
We have estimated the escalation by using the following parameters:

(i) actual declared foreign/local contents as shown in Annexure B;

(ii) the Treasury curve hedged rates;

(iii) local infl ation in line with South African PPI rates (backward 
looking at 7.74% per annum);

(iv) foreign infl ation in line with US CPI i.e. 2% per annum; and

(v) expected accelerated delivery schedules.
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4.1. 6 Based on the above, we have estimated escalations to the tune of R1.42 bn. The 
Memorandum estimated R2.362 bn on the back of assumed local content of 60%. On 
those numbers, the estimated infl ation should have been R1.42 bn instead of R2.362 bn, 
as recommended in the Memorandum. The Memorandum does not show the calculation 
for the R2.362 bn, but it does appear to consider additional infl ation for cost components. 
The additional infl ationary costs of components are accounted for in the PPI and foreign 
infl ation, adding them back amounts to double-counting. 

4.1. 7 Our analysis indicates that, based on the declarations, 3 of the 4 bidders did not meet the 
local content thresholds as required by the Treasury Instruction Note. We opine therefore 
that the assumptions in the 23 May 2014 Memorandum served to increase the value of 
escalations.

4.1. 8 This escalation was already realised and need not have attracted any risk premium.

4.1. 9 TE Scope (B)

The TE scope was not part of the original Business Case. The scope however 
included the following;

(a) design and integration capabilities to be passed to TE through structured 
localisation;

(b) enhanced research and development base in conjunction with selected 
OEMs to develop technologies for South African and other African 
markets;

(c) Bidders were requested to provide costings for making use of TE. The 
sum of these allocations of R1.95 bn exceed the fi nal allowance made of 
R1.707 bn; and

(d) for purposes of our analysis we have taken the amount of R1.707 as 
given.

4.1. 10 Forex adjustment to spot rate (C)

The Forex adjustment represents the effect of changes in USD/ZAR rates over 
the period from April 2013 to 17 March 2014.

We have assessed this cost by making allowance for the declared local/
foreign contents for all 4 confi rmed OEMs and expected delivery schedules. 
The USD/ZAR exchange rates as per the Treasury curve was applied. Our 
assessed value of R2.992 bn is very similar to the memo’s value of R3.031 
bn. We therefore opine that the forex adjustment in the Memorandum is 
reasonable and justifi able.

4.1. 11 Batch Pricing (D)

(a) Sections 3.1 on the RFP relating to the acquisition of 465 diesel and 599 
electric locomotives, read as follows:
“Transnet requires fl exibility in exercising options for the acquisition 
of the Locomotives. These options may include suspending or 
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postponing the delivery of the Locomotives until a later date or 
changing quantities. Transnet however does not expect to pay a 
price premium should it exercise any of these options.”

(b) Our understanding is that this fl exibility was required to enable 
Transnet to adjust its orders within the 7-year time frame (including any 
acceleration of delivery) and therefore Transnet expected the OEMs to 
price this option in. 

(c) We have therefore not allowed for a batch adjustment price in our 
analysis.

4.1. 12 Cost to fi x escalation to end of contract (E)

(a) This is the expected escalation from 17 March 2014 (contract signing 
date) over the contract term or period, i.e. 3 to 4 years based on the 
accelerated schedule.

(b) This cost is estimated as the difference between the expected prices 
at the times of delivery for each locomotive, allowing for declared local/
foreign contents by approved OEMs, and future SA PPI at 6.0% per 
annum and US CPI at 2.0% per annum, and the Contract price as at 17 
March 2014.

(c) Our estimated value is R3.767 bn and this can be compared with the 
value of R6.726 bn in the Memorandum. Our estimate is signifi cantly 
lower than that of the 23 May 2014 Memorandum.

(d) In terms of the Memorandum (paragraph 52), the contractors had also 
built a risk premium into the pricing for forward looking infl ation to 
cater for the unpredictable nature of the labour environment in South 
Africa and the risk associated with TE carrying out additional scope of 
work. We opine, since the actual local content declared is much lower, 
that such a premium need not be almost double the base allowance 
as infl ation is not that volatile and is largely controlled by a sound 
monetary policy regime in South Africa. It is also our understanding 
that any projects within the TE framework would be under close 
supervision of the OEMs and it is diffi cult to justify almost double the 
allowance when the same OEMS quoted for these expected costs.

4.1. 13 Cost of hedging (F)

(a) We have projected the Rand value for foreign content of the contracts 
based on the treasury curve hedged rates allowing for the following:

(i) accelerated delivery schedule;

(ii) USD/EUR exchange rate to remain relatively constant at 1.33 over 
the delivery period; and

(iii) foreign content as declared by the 4 OEMs.
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(b) The current Rand value for the foreign content is then deducted from the 
above estimate to arrive at the cost of hedging.

(c) Our estimated value is R2.429 bn and this can be compared with the 
value of R2.729 bn in the Memorandum. Our estimate is 11.0% lower. 
However, the rand depreciated further by March 2014 and the forex 
forward curve would likely have been steeper. We would have expected 
a margin on our estimate of R2.429 and in that respect, the R2.729 is in 
our view acceptable.

4.1. 14 Contingencies (G)

(a) Based on our discussions with Mr F Callard93, we understand that 
contingencies historically formed part and parcel of locomotive 
procurement. Contingencies are generally held to allow for any 
unforeseen circumstances that may impact the total operational costs. In 
general, the contingencies would be held for the following:

(i) variations in prices of initial and maintenance spares; and 

(ii) any changes in requirements of local infrastructure.

(b) Contingencies are not ordinarily meant to cover long term capital 
spares. Allowance for such spares are of a strategic nature due 
to their long lead times. They would include such items such as 
motors, alternators, compressors and engine components. During 
procurement, such components would be expected to be under 
warranty and hence their costs would not be included in the Business 
Case.

(c) Contingencies would however include allowance for options and 
variations in pricing.

(d) It needs to be clarifi ed why the Memorandum of May 2014 seems to 
be allowing for Capital spares at the procurement level when these 
would ordinarily form part of TE inventory and only after expiry of the 
warranty period. Nevertheless, for purposes of our comparisons with 
the Memorandum, we assumed that capital spares were within the 
contingencies i.e. we added the cost of capital spares as provided by 
the OEMs to the contingencies held for variations and options before 
comparing it to the R4.955 bn in the Memorandum.

(e) The original Business Case estimated R2.232 bn to be held as 
contingencies (i.e. for options and any variations excluding capital 
spares). This was approximately 7.3% of the acquisition cost (or 6.14% 
of the acquisition cost including escalation and hedging). This level of 
contingencies is typical of past practices within Transnet.

(f) The Memorandum allows for a contingency of 10% (36% higher 
than 7.3%) on not only on the acquisition costs but also the cost of 

93 Former employee of Transnet who was responsible for the development of the Business Case 
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escalations, forex hedging, TE scope and the additional TE scope. 

(g) In our assessment we estimate the contingencies as R2.809 bn being 
the R2.232 plus actual declared capital costs by the suppliers of R0.577 
bn.

(h) This estimate can be compared with the R4.955 bn in the Memorandum. 
Our estimate is 56.7% of that in the Memorandum. 

4.2 Conclusion
4.2. 1 Our comparison of the increase in ETC of R15.9 bn (disclosed in paragraph 2 of the 

Memorandum of May 2014) can be summarised as follows:  

(a) our estimate on update of economic factors is R4.5 bn (R0.9 bn lower 
than in the Memorandum);

(b) our estimate of risk mitigation – Forex and Escalation is R6.5 bn (R3.bn 
lower than in the Memorandum); and

(c) our estimate for contingencies (in line with our understanding of past 
Transnet practice) is R2.8 bn (R2.1 bn lower than in the Memorandum).

4.2. 2 In our analysis, our recalculation of the estimated total cost of acquisition, allowing for the 
TE scope as provided for in the 23 May 2014 Memorandum, is R45.701 bn. The magnitude 
of the increase from the R38.6 bn, as per point 4.2.2 of our scope of services, is therefore 
R7.101 bn. The difference of about R8.8 bn, as per annexure A, was diffi cult to justify.

4.2. 3 Should the expenditure towards TE not be found to be justifi able, the estimated total cost 
of acquisition drops to R43.111 bn (and a further R2.59 bn would not be justifi able).

Prepared by:

--------------------------------------------------------

Alister Ouemakoua Chabi

Fellow of the Institute and Faculty of Actuaries, Chartered Enterprise Risk Actuary, 
In my capacity as an Actuary and an Employee of ALL5 Holding Advisory Services

Date:  October 2018
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ANNEXURE A: Detailed Break Down of Memorandum Components

CNR GE BT CSR Total

No. Locos 232 233 240 359 1,064

BAFO 
submission 
(CFET BAFO 
Letter) - 10/1/14

28,124,169 24,311,700 29,049,486 28,890,000

BAFO 
Submitted Price 
- 10/1/14

29,355,532,740

Economic Factors

Escalation up to 
signature date - 
Close of tender 
to Mar 14

271,298,194 296,357,446 349,634,977 502,783,516 1,420,074,133

Add Back TE 
scope removed 
from for BAFO 
purposes

1,706,643,360

Forex 
adjustment to 
spot rate at 17 
March (from 
Bidder rate)

3,030,660,144

Batch pricing 
adjustment for 
reduction of 
batch size

BAFO updated for Economic Factors

Additional TE 
Scope

883,172,732

Cost including TE Scope

Cost of 
escalation to 
end of contract

733,629,847 800,764,224 885,349,664 1,346,774,839 3,766,518,573

Cost of hedging 2,729,046,496

Allowance for 
spares, options 
etc. (Cap Aqu 
Cost - BAFO 
Subm)

619,576,710 554,516,563 662,419,017 972,877,427 2,809,389,717

Total 45,701,037,896
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Chapter 5: 
Transgressions and 
Recommendations

Executive Summary
In view of all the fi ndings in the preceding chapters, this chapter identifi es transgressions and 
makes recommendations in respect of the following role players:

1. Transnet employees;

2. former Transnet employees;

3. individuals who were not employed by Transnet but have played a role, either directly or 
indirectly, in relation to the 1064 Locomotives procurement; and

4. the relevant members of the Board.

Employment law requires that there be existence of an employer/employee relationship between 
parties, in order for offi cials to be disciplined by Transnet. 

Clause 5.2 of the Transnet Disciplinary Code and Procedure (“the Code”) provides that, as a 
general rule and apart from where exceptional circumstances of an individual case exists, an 
employee shall not be disciplined without fi rst being afforded the opportunity of stating his or 
her case. 

In instances where Transnet decides to place employees on precautionary suspension, Transnet 
is entitled to do so as provided for by clause 6.1.1 of the Code. Clause 6.1.1 of the Code inter 
alia provides that an employee may be placed on precautionary suspension if the employee’s 
presence could prejudice Transnet’s investigation or could be detrimental to the employer’s 
activities.

In the instance where the Board decides to terminate the services of an employee, such a decision 
would be because the Board has lost trust and confi dence in the employee’s ability and that there 
is objective evidence of conduct that is inconsistent or incompatible with the employee’s fi duciary 
duties and the policies and corporate culture of Transnet. 

The 1064 Locomotives transaction was largely about procurement, but it also fi nds application in 
relation to the respective offi cials’ fi duciary duties. The transgressions and recommended action 
must be viewed against the backdrop of the legal framework which includes the PFMA; the 
PPPFA Regulations; the Companies Act as well as Transnet’s relevant Policies. The main policy 
being Transnet SCM Policy. The SCM Policy, is a document that merely sets-out strategic policy 
issues. The procedures in procurement are set out in the PPM. The PPM must therefore be read 
in conjunction with the SCM Policy. It is important to note at the onset that, the policy owner is 
the Group Chief Supply Chain Offi cer. Particular roles and responsibilities are assigned to Group 
Executives, and the Chief Executives of Transnet Operational Divisions together with General 
Managers and Senior Managers in the Supply Chain Policy. In this regard, the GCFO/OD CFO, 
GCSCO and the OD CPO are mandated to ensure that an effective internal monitoring system 
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is in place and implemented in order to determine that correct processes are being adhered to 
and extended deliverables are being achieved. The executives mentioned above are the main 
custodians in ensuring adherence to supply chain processes. 

The roles and responsibilities of specifi c offi cers are further provided for in the DoA. In this 
regard, the DoA provides a fi nancial delegation in terms of transactions that require approvals 
from specifi ed offi cers. 

Furthermore, the PPM implores all Transnet employees to uphold the following key values 
including: 

• honesty; and 

• the maintenance of accurate and complete records in appropriate detail. 

In instances where some offi cials have left Transnet and there appears to have been prima facie 
evidence of fi nancial misconduct, such offi cials may be dealt with in terms of the PFMA and the 
Companies Act. 

In the instance where an employee may raise a “defence” that he or she was following orders, 
it is important to remember that an order or instruction by an employer must be reasonable and 
lawful. The employee’s duty of obedience encompasses a duty to obey the employer’s policies.  
An employee’s obligation to comply with the instructions of a superior is restricted to those 
instructions that are lawful and reasonable. An employee who follows unlawful orders (contrary 
to policies or legal framework) cannot rely on the “defence” of merely following instructions. 
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MR SIYABONGA GAMA
Current Group Chief Executive (GCE)
Member of Locomotive Steering Committee
Former CE of TFR
Former Acting GCE
Former Chairperson of TFRIC

OFFENCE LEGISLATION/POLICY BREACHED RECOMMENDATIONS

Increase in the ETC of R38.6 bn to 
R54 bn

• Mr S Gama was a signatory to 
memorandum that misrepresented to 
the Board the true reasons and extent 
of the increase from the initial ETC to 
R54bn. This was misleading because it 
is apparent in Chapter 4 of this Report 
that hedging and forex escalations were 
already included in the initial amount/
ETC of R38.6bn.

• One of the reasons for the increase was 
for batch pricing. Mr S Gama attended 
the BADC meeting of 26 February 2014, 
but he failed to inform the BADC of the 
amount of the increase and the reason 
for the increase in ETC.

• Mr S Gama breached his fi duciary 
duties as provided for in s76(3) of the 
Companies Act which confers a duty on 
directors to exercise reasonable care, 
skill and diligence when performing their 
functions.

• Mr S Gama also breached his fi duciary 
duties as provided for in s50(1)(b) of the 
PFMA, which confers a duty to act with 
fi delity, honesty, integrity and in the best 
interests of the public entity in managing 
the fi nancial affairs of the public entity.

• Section 57 of the PFMA:

o offi cial to ensure systems of internal 
control established in the public entity 
are carried out within their area of 
responsibility; and

o offi cials to take steps within their 
area of responsibility to prevent any 
irregular expenditure.

Appropriate action to be 
taken by the Board. 
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OFFENCE LEGISLATION/POLICY BREACHED RECOMMENDATIONS

Failure to obtain Ministerial approval for 
the increase in ETC of more than 15%

• Mr S Gama, along with Messrs A Singh 
and B Molefe, recommended that the 
Board approves the increase of the 
ETC from R38,6 bn to R54,5 bn and 
they failed to advise the Board to seek 
Ministerial approval.

• Mr S Gama, along with Messrs A Singh 
and B Molefe, incorrectly advised the 
Board in a Memorandum, that there 
was no statutory requirement to seek 
a further s54(2) approval from the 
Minister.

• Mr S Gama breached his fi duciary 
duties as provided for in s76(3) of the 
Companies Act which confers a duty on 
directors to exercise reasonable care, 
skill and diligence when performing their 
functions.

• Section 54(2) of the PFMA inter alia 
provides that before a public entity 
concludes a transaction that entails 
acquisition or disposal of a shareholding 
in a company, the accounting authority 
(i.e. Board of Transnet) of the public 
entity must promptly and in writing 
inform the relevant treasury of the 
transaction and submit relevant 
particulars of the transaction to its 
executive authority for approval of the 
transaction.

• Clause 4.4 of the Memorandum of 
Incorporation inter alia provides that 
Transnet 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 SMF.

• The DOA requires that an increase in 
the ETC in excess of 15% of the projects 
already approved by the Shareholder 
Minister should be referred back to the 
Shareholder Minister for approval in 
terms of s54(2) of the PFMA

Appropriate action to be 
taken by the Board.

The decision to commit Transnet to 
batch pricing arising out of splitting the 
award

• Mr S Gama supported and 
recommended a decision to split the 
award, whilst knowing or reasonably 
ought to have known that such split will 
result in Transnet incurring batch pricing 
contrary to the RFP.

• Mr S Gama failed to explain, or account 
to the Board for the increase of R2,7bn 
resulting from batch splitting, despite 
his attendance of the BADC meeting 
of 26 February 2014, as well as his 
undertaking in a Memorandum dated 17 
January 2014.

• Mr S Gama breached his fi duciary 
duties as provided for in s76(3) of the 
Companies Act which confers a duty on 
directors to exercise reasonable care, 
skill and diligence when performing their 
functions.

• Section 57 of the PFMA requires 
offi cials to take steps within their area 
of responsibility to prevent any irregular 
expenditure, fruitless and wasteful 
expenditure.

Appropriate action to be 
taken by the Board.  
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OFFENCE LEGISLATION/POLICY BREACHED RECOMMENDATIONS

Accountability for the procurement 
failures of his subordinates

• Mr S Gama as the Chief Executive of 
TFR remained accountable to ensure 
that all the employees in the division 
properly execute their duties in 
accordance with the required standards.

• Mr T Jiyane and Ms L Mdletshe failed to 
ensure that the:

o RFPs issued complied with the law; 

o evaluation criteria does not get 
materially changed during the 
evaluation process; and

o bidders who did not meet the local 
content threshold are not awarded the 
bid.

• Procurement principles contemplated 
in s217 of the Constitution were 
undermined.

• Mr S Gama breached his fi duciary 
duties as provided for in s76(3) of the 
Companies Act, which confers a duty 
on directors to exercise reasonable care, 
skill and diligence when performing their 
functions.

Section 57 of the PFMA states that an 
offi cial is to:

• ensure systems of internal control 
established in the public entity 
are carried out within their area of 
responsibility; and

• take steps within their area of 
responsibility to prevent any irregular 
expenditure.

• Breach of  the Treasury Instruction 
Note of 17 July 2012 issued in terms of 
Regulation 9(2) of the PPPFA.

• The 2009 PPM states that criteria to be 
used in the evaluation of tenders may 
not include any additional criteria not 
disclosed at the outset in the tender.

Appropriate action to be 
taken by the Board.
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MR THAMSANQA JIYANE
Currently Chief Executive of TE
Former Chief Procurement Offi cer at TFR (CPO)
Co-Chairperson (with Mr Anoj Singh) of the Negotiation Team

OFFENCE LEGISLATION/POLICY BREACHED RECOMMENDATIONS

Failure to ensure that the RFPs comply 
with the law

• The RFPs did not comply with the 
provisions of the Treasury Instruction 
Note, in particular, relating to the 
evaluation criteria. This non-compliance 
renders the RFPs irregular.

• Procurement principles contemplated 
in s217 of the Constitution were 
undermined.

• Section 57 of the PFMA states that an 
offi cial is to:

o ensure systems of internal control 
established in the public entity 
are carried out within their area of 
responsibility; and  

o take steps within their area of 
responsibility to prevent any irregular 
expenditure.

• Mr T Jiyane breached his fi duciary 
duties as provided for in s76(3) of the 
Companies Act, read with Regulation 
38 of the Companies Act, confers a 
duty to exercise reasonable care, skill 
and diligence when performing their 
functions.

• Clause 2.2 of the PPM requires the RFP 
to be clear and unambiguous. 

• Breach of the Treasury Instruction 
Note of 17 July 2012 issued in terms of 
Regulation 9(2) of the PPPFA.

• The 2009 PPM states that criteria to be 
used in the evaluation of tenders may 
not include any additional criteria not 
disclosed at the outset in the tender.

Appropriate action to be 
taken by the Board of 
Transnet.
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OFFENCE LEGISLATION/POLICY BREACHED RECOMMENDATIONS

Changing the evaluation criteria during 
the evaluation process

• During the technical and fi nancial 
evaluation, the evaluation teams 
changed the approved evaluation 
criteria. 

• This conduct compromised the fairness 
of the evaluation, it caused both actual 
and potential prejudice to Transnet and 
other bidders.

• Clause 16 of the PPM inter alia 
provides that the evaluation criteria and 
weightings, must be determined upfront 
as bids may only be evaluated according 
to the criteria stipulated in the bid 
documentation.

• Clause 13.2.1 of the PPM provides 
that evaluation criteria must be 
predetermined. 

• Clause 18.4.1 of the PPM provides that 
it must be ensured that the evaluation 
process is strictly aligned with the 
evaluation methodology outlined in the 
bid documents.

• Section 57 of the PFMA states that an 
offi cial is to:

o ensure systems of internal control 
established in the public entity 
are carried out within their area of 
responsibility; and  

o take steps within their area of 
responsibility to prevent any irregular 
expenditure.

• Procurement principles contemplated 
in s217 of the Constitution were 
undermined.

Appropriate action to be 
taken by the Board.

Failure to disqualify BT, CNR and CSR 
for their non-compliance with local 
content threshold

• After the conclusion of the PTN, the 
percentage of local production and 
content of these bidders dropped below 
the legally stipulated thresholds.

• The bidders whose bids fell short of this 
content requirement ought to have been 
disqualifi ed.

• Regulation 9 of the PPPFA Regulations 
2011 requires that only the bidders that 
meet the stipulated minimum threshold 
for local production and content will be 
considered.

• The Treasury Instruction Note 16 July 
2012 set the minimum threshold to 
55% and 60% for diesel and electric 
locomotives.

• Section 57 of the PFMA states that an 
offi cial is to:

o ensure systems of internal control 
established in the public entity 
are carried out within their area of 
responsibility; and 

o take steps within their area of 
responsibility to prevent any irregular 
expenditure.

Appropriate action to be 
taken by the Board.
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OFFENCE LEGISLATION/POLICY BREACHED RECOMMENDATIONS

Committing Transnet to pay batch 
pricing, despite the provisions of the 
RFP and the mandate given to the 
Negotiation Team  

• The decision to split the award to 
different OEMs led to Transnet being 
charged an extra R2 bn by the OEMs.

• The RFP clearly stipulated that Transnet 
should not be liable for a price premium. 
In addition, the mandate document 
provided to the Negotiation Team, the 
PPM, specifi ed that Batch Pricing should 
be removed.

• Clause 19 of the PPM provides that 
PTN is an effective tool to drive down 
cost or extract further value for Transnet 
and ought to be used very effectively 
in conjunction with any procurement 
mechanism.

• Clause 3.2 of the PPM states that 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.

• Section 76(3) of the Companies Act read 
with Regulation 38 of the Companies 
Act confers a duty on directors to 
exercise reasonable care, skill and 
diligence when performing its functions.

• Contravention of the PPM.

• Section 57 of the PFMA requires 
offi cials to take steps within their area 
of responsibility to prevent any irregular 
expenditure, fruitless and wasteful 
expenditure.

Appropriate action to be 
taken by the Board.
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MS LINDIWE MDLETSHE
Current Executive Manager: Strategic Sourcing 
Former Senior Manager: Strategic Sourcing (Locomotives),
Supply Chain Services
Former Project Management Offi cer (PMO)

OFFENCE LEGISLATION/POLICY BREACHED RECOMMENDATIONS

Failure to ensure that RFPs comply with 
the law

• The RFPs did not comply with the 
provisions of the Treasury Instruction 
Note, in particular, relating to the 
evaluation criteria. This noncompliance 
renders the RFPs irregular.

• Procurement principles contemplated 
in s217 of the Constitution were 
undermined.

• Section 57 of the PFMA states that an 
offi cial is to:

o ensure systems of internal control 
established in the public entity 
are carried out within their area of 
responsibility; and  

o take steps within their area of 
responsibility to prevent any irregular 
expenditure.

• Section 76(3) of the Companies 
Act, read with Regulation 38 of the 
Companies Act, confers a duty on 
directors of a company to exercise 
reasonable care, skill and diligence when 
performing their functions.

• Clause 2.2 of the PPM requires that the 
RFP to be clear and unambiguous.

• Breach of the Treasury Instruction 
Note of 17 July 2012 issued in terms of 
Regulation 9(2) of the PPPFA.

• The 2009 PPM states that criteria to be 
used in the evaluation of tenders may 
not include any additional criteria not 
disclosed at the outset in the tender.

We recommend that 
disciplinary action be taken 
against Ms L Mdletshe. 
As the custodian of 
procurement and SCS, 
Ms L Mdletshe had the 
responsibility to ensure that 
the RFP documents comply 
with the applicable legal 
framework evaluation and 
adjudication criteria prior to 
their issuance.

We therefore recommend 
that Ms L Mdletshe be held 
liable in terms of s77 of the 
Companies Act which sets 
out circumstances in which 
a director would incur 
liability to the company 
for damages, loss or costs 
sustained by the company 
as a result of failure to 
comply with his or her 
duties.
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OFFENCE LEGISLATION/POLICY BREACHED RECOMMENDATIONS

Changing the evaluation criteria during 
evaluation process

• During the technical and fi nancial 
evaluation, the evaluation teams 
changed the approved evaluation 
criteria. 

• This conduct has compromised the 
fairness of the evaluation as it caused 
both actual and potential prejudice to 
Transnet and other bidders.

• Clause 16 of the PPM inter alia 
provides that the evaluation criteria and 
weightings, must be determined upfront 
as bids may only be evaluated according 
to the criteria stipulated in the bid 
documentation.

• Clause 13.2.1 of the PPM provides 
that evaluation criteria must be 
predetermined. 

• Clause 18.4.1 of the PPM provides that 
it must be ensured that the evaluation 
process is strictly aligned with the 
evaluation methodology outlined in the 
bid documents.

• Section 57 of the PFMA states that an 
offi cial is to:

o ensure systems of internal control 
established in the public entity 
are carried out within their area of 
responsibility; and  

o take steps within their area of 
responsibility to prevent any irregular 
expenditure.

We recommend that 
disciplinary action be taken 
against Ms L Mdletshe for 
the alteration of the RFP 
evaluation criteria. 

Failure to disqualify BT, CNR and CSR 
for their noncompliance with local 
content threshold

• After the conclusion of the PTN, the 
percentage of local production and 
content of these bidders dropped below 
the legally stipulated thresholds.

• The bidders whose bids fell short of this 
content requirement ought to have been 
disqualifi ed.

• Regulation 9 of the PPPFA Regulations 
2011 requires that only the bidders that 
meet the stipulated minimum threshold 
for local production and content will be 
considered. 

• Treasury Instruction Note of 16 July 
2012 sets the minimum threshold to 
55% and 60% for diesel and electric 
locomotives.

• Section 57 of the PFMA states that an 
offi cial is to:

o ensure systems of internal control 
established in the public entity 
are carried out within their area of 
responsibility; and

o take steps within their area of 
responsibility to prevent any irregular 
expenditure.

We recommend disciplinary 
action be taken against 
Ms L Mdletshe. As the 
custodian of procurement 
and SCS, during the 
PTN, she was required to 
ensure that the evaluation   
criteria is applied 
consistently throughout the 
procurement process.
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OFFENCE LEGISLATION/POLICY BREACHED RECOMMENDATIONS

Committing Transnet to pay batch 
pricing, despite the provisions of the 
RFP and the mandate given to the 
Negotiation Team  

• The decision to split the award to 
different OEMs led to Transnet being 
charged an extra R2bn by the OEMs.

• The RFP clearly stipulated that Transnet 
should not be liable for a price premium. 
In addition, the mandate document 
provided to the Negotiation Team 
specifi ed that Batch Pricing should be 
removed.

• Clause 19 of the PPM provides that PTN 
is an effective tool to drive down costs 
or extract further value for Transnet 
and ought to be used very effectively 
in conjunction with any procurement 
mechanism.

• Clause 3.2 of the PPM states that 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.

• Section 76(3) of the Companies Act read 
with Regulation 38 of the Companies 
Act confers a duty on directors to 
exercise reasonable care, skill and 
diligence when performing its functions.

• Contravention of the PPM. 

• Section 57 of the PFMA requires 
offi cials to take steps within their area 
of responsibility to prevent any irregular 
expenditure, fruitless and wasteful 
expenditure.

We recommend that 
disciplinary action be taken 
against Ms L Mdletshe, 
as the custodian of 
procurement and SCS at 
the PTN, Ms L Mdletshe 
was required to ensure 
that the Transnet stated 
objectives as per the RFP 
and the mandates given to 
the Negotiation Team are 
complied with.

Loss of a laptop that contained key 
information from the 6 Laptops used 
during the evaluation process

• In addition to her SCS responsibilities 
Ms L Mdletshe was also the Project 
Management Offi cer (PMO) which was 
the co-custodian of all documents and 
equipment that was used during the 
evaluation of the 1064 RFP. Dedicated 
facilities were set up exclusively for 
the management and evaluation of the 
RFPs.

• During our investigations we were 
advised that the laptop which had 
stored information from the 6 laptops 
dedicated to be used during the 
evaluation process, had gone missing.

• The laptop contained all the workings 
and spreadsheets that were used during 
the evaluation.

• Section 57 of the PFMA an offi cial 
is responsible for the management 
including the safeguarding of the 
assets and the management of the 
liabilities within that offi cial’s area of 
responsibility.

We recommend that 
disciplinary action be taken 
against Ms L Mdletshe 
for failure to ensure the 
proper safekeeping of 
Transnet’s equipment. 
Moreover, Ms L Mdletshe 
was aware that this laptop 
contained information 
that is at the heart of this 
investigation. In our view, 
this loss was calculated to 
defeat the objectives of this 
investigation.
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FORMER EMPLOYEES

MR BRIAN MOLEFE
Former Group Chief Executive (GCE) (2011 - 2015)
Former Member of the Locomotive Steering Committee

OFFENCE LEGISLATION/POLICY BREACHED RECOMMENDATIONS

Increase in ETC

• Misrepresenting to the Board the true 
reasons and extent of the increase 
from the initial ETC to R54bn. This was 
misleading because hedging and forex 
escalations were already included in the 
amount of R38.6bn.

• Section 76(3) of the Companies Act 
confers a duty on directors to exercise 
reasonable care, skill and diligence when 
performing their functions.

• Section 57 of the PFMA states that an 
offi cial is to:

o ensure systems of internal control 
established in the public entity 
are carried out within their area of 
responsibility; and  

o take steps within their area of 
responsibility to prevent any irregular 
expenditure.

• Section 3 of PRECCA creates general 
offences of corruption. 

• Section 4(2) of PRECCA states that an 
act of corruption, includes, inter alia, 
exerting any improper infl uence over 
the decision-making of any person 
performing functions in a public body 
or aiding, assisting or favouring any 
particular person in the transaction of 
any business with a public body.

Mr B Molefe is no longer 
an employee of Transnet. 
As such, we recommend 
that Transnet opens a 
criminal case against him 
for fi nancial misconduct as 
per s83 read with s86 of 
the PFMA.

We therefore recommend 
that Mr B Molefe be held 
liable in terms of s77 of the 
Companies Act which sets 
out circumstances in which 
a director would incur 
liability to the company 
for damages, loss or costs 
sustained by the company 
as a result of failure to 
comply with his or her 
duties.

We recommend that Mr 
B Molefe be referred to 
the Judicial Commission 
of Inquiry to Inquire into 
Allegations of State 
Capture, Corruption and 
Fraud in The Public Sector 
Including Organs of State.

To the extent that there are 
allegations of fraud and 
corruption that might have 
led to the increase of the 
ETC, Transnet is entitled in 
terms of PRECCA to lay a 
criminal charge against any 
such individuals.

The success of such a 
case will depend on the 
evidence presented.
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OFFENCE LEGISLATION/POLICY BREACHED RECOMMENDATIONS

Failure to obtain Ministerial approval for 
the increase in ETC of more than 15%

• Mr B Molefe, along with Messrs A Singh 
and S Gama, recommended that the 
Board approves the increase of the 
ETC from R38,6 bn to R54,5 bn and 
they failed to advise the Board to seek 
Ministerial approval.

• Mr B Molefe, along with Messrs A Singh 
and S Gama, incorrectly advised the 
Board in a memorandum that there 
was no statutory requirement to seek 
a further s54(2) approval from the 
Minister.

• Mr B Molefe breached his fi duciary 
duties as provided for in s76(3) of the 
Companies Act which confers a duty on 
directors to exercise reasonable care, 
skill and diligence when performing their 
functions.

• Section 54(2) of the PFMA inter alia 
provides that before a public entity 
concludes a transaction that entails 
acquisition or disposal of a shareholding 
in a company, the accounting authority 
(i.e. Board of Transnet) of the public 
entity must promptly and in writing 
inform the relevant treasury of the 
transaction and submit relevant 
particulars of the transaction to its 
executive authority for approval of the 
transaction.

• Clause 4.4 of the Memorandum of 
Incorporation inter alia provides that 
Transnet 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 
SMF.

• The Transnet DOA requires that an 
increase in the ETC in excess of 15% 
of the projects already approved by the 
Shareholder Minister should be referred 
back to the Shareholder Minister for 
approval in terms of s54(2) of the PFMA

Mr B Molefe is no longer 
an employee of Transnet. 
As such, we recommend 
that Transnet opens a 
criminal case against him 
for fi nancial misconduct as 
per s83 read with s86 of 
the PFMA.

We therefore recommend 
that Mr B Molefe be held 
liable in terms of s77 of the 
Companies Act which sets 
out circumstances in which 
a director would incur 
liability to the company 
for damages, loss or costs 
sustained by the company 
as a result of failure to 
comply with his or her 
duties.

The decision to commit Transnet to 
batch pricing arising out of splitting the 
award

• Mr B Molefe supported and 
recommended a decision to split the 
award, whilst knowing or reasonably 
ought to have known that such split will 
result in Transnet incurring batch pricing 
contrary to the RFP.

• Section 76(3) of the Companies Act 
confers a duty on directors to exercise 
reasonable care, skill and diligence when 
performing their functions.

• Section 57 of the PFMA requires 
offi cials to take steps within their area 
of responsibility to prevent any irregular 
expenditure, fruitless and wasteful 
expenditure.

Mr B Molefe is no longer 
an employee of Transnet. 
As such, we recommend 
that Transnet opens a 
criminal case against him 
for fi nancial misconduct as 
per s86 read with s83 of 
the PFMA.

We therefore recommend 
that he be held liable 
in terms of s77 of the 
Companies Act which sets 
out circumstances in which 
a director would incur 
liability to the company 
for damages, loss or costs 
sustained by the company 
as a result of failure to 
comply with his or her 
duties.
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OFFENCE LEGISLATION/POLICY BREACHED RECOMMENDATIONS

Approval of Locomotives Supply 
Agreements

• Mr B Molefe concluded Locomotives 
Supply Agreements prior to obtaining 
approval from the Board.

• Section 54(4) of the PFMA requires 
that Transnet must obtain ministerial 
approval for the acquisition of a 
signifi cant asset (exceeding R3,9 bn 
as per the 2013/2014 Shareholder’s 
Compact) before proceeding with the 
acquisition.

• PPM provides that the Board must 
approve external contracts for the 
procurement of goods and services. 

Mr B Molefe is no longer 
an employee of Transnet. 
As such, we recommend 
that Transnet opens a 
criminal case against him 
for fi nancial misconduct as 
per s83 read with s86 of 
the PFMA.

We therefore recommend 
that Mr B Molefe be held 
liable in terms of s77 of the 
Companies Act which sets 
out circumstances in which 
a director would incur 
liability to the company 
for damages, loss or costs 
sustained by the company 
as a result of failure to 
comply with his or her 
duties.
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MR ANOJ SINGH

(Former Group Chief Financial Offi cer (GCFO) (2012 - 2015) Member of the Locomotives 
Steering Committee)

OFFENCE LEGISLATION/POLICY BREACHED RECOMMENDATIONS

Committing Transnet to batch 
pricing, despite the provisions of the 
RFP and the mandate given to the 
Negotiation Team 

• Mr A Singh, as the Chairperson of 
the Negotiation Team, took overall 
responsibility of the process.

• Clause 3.2 of the PPM states that 
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.

Mr A Singh is no 
longer an employee 
of Transnet. As such, 
we recommend that 
Transnet opens a 
criminal case against 
him for fi nancial 
misconduct as per s83 
read with s86 of the 
PFMA.

The decision to commit Transnet to 
batch pricing arising out of splitting 
the award

• Mr A Singh supported and 
recommended a decision to split 
the award, whilst knowing or 
reasonably ought to have known 
that such split will result in Transnet 
incurring batch pricing contrary to 
the RFP.

• Section 76(3) of the Companies 
Act confers a duty to exercise 
reasonable care, skill and diligence 
when performing their functions.

• Section 57 of the PFMA requires 
offi cials to take steps within their 
area of responsibility to prevent any 
irregular expenditure, fruitless and 
wasteful expenditure

Mr A Singh is no 
longer an employee 
of Transnet. As such, 
we recommend that 
Transnet opens a 
criminal case against 
him for fi nancial 
misconduct as per s83 
read with s86 of the 
PFMA.

We also recommend 
that he be held liable 
in terms of s77 of the 
Companies Act, which 
sets out circumstances 
in which a director 
would incur liability 
to the company for 
damages, loss or 
costs sustained by the 
company as a result of 
failure to comply with 
his or her duties.
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OFFENCE LEGISLATION/POLICY BREACHED RECOMMENDATIONS

Increase in the ETC

• Misrepresenting to the Board 
the true reasons and extent of 
the increase from the initial ETC 
to R54bn. This was misleading 
because hedging and forex 
escalations were already included in 
the amount of R38.6bn.

• Section 76(3) of the Companies 
Act confers a duty on directors of 
a company to exercise reasonable 
care, skill and diligence when 
performing their functions.

• Section 57 of the PFMA states that 
an offi cial is to:

o ensure systems of internal control 
established in the public entity 
are carried out within their area of 
responsibility; and 

o take steps within their area of 
responsibility to prevent any 
irregular expenditure.

• Section 3 of PRECCA creates 
general offences of corruption. 

• Section 4(2) of PRECCA states that 
an act of corruption, includes, inter 
alia, exerting any improper infl uence 
over the decision making of any 
person performing functions in a 
public body or aiding, assisting or 
favouring any particular person in 
the transaction of any business with 
a public body.

Mr A Singh is no 
longer an employee 
of Transnet. As such, 
we recommend that 
Transnet opens a 
criminal case against 
him for fi nancial 
misconduct as per s86 
read with s83 of the 
PFMA.

We also recommend 
that he be held liable 
in terms of s77 of the 
Companies Act which 
sets out circumstances 
in which a director 
would incur liability 
to the company for 
damages, loss or 
costs sustained by the 
company as a result of 
failure to comply with 
his or her duties.

We recommend that Mr 
A Singh be referred to 
the Judicial Commission 
of Inquiry to Inquire into 
Allegations of State 
Capture, Corruption 
and Fraud in The Public 
Sector including Organs 
of State.

To the extent that 
there are allegations of 
fraud and corruption 
that might have led to 
the increase of ETC, 
Transnet is entitled in 
terms of PRECCA to 
lay a criminal charge 
against any such 
individuals.

The success of such a 
case will depend on the 
evidence presented.
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OFFENCE LEGISLATION/POLICY BREACHED RECOMMENDATIONS

Failure to obtain Ministerial approval 
for the increase in ETC of more than 
15%

• Mr A Singh, along with Messrs B 
Molefe and S Gama, recommended 
that the Board approves the 
increase of the ETC from R38,6 
bn to R54,5 bn and they failed to 
advise the Board to seek Ministerial 
approval.

• Mr A Singh, along with 
Messrs B Molefe and S Gama, 
incorrectly advised the Board in a 
memorandum that there was no 
statutory requirement to seek a 
further section 54(2) approval from 
the Minister.

• Mr A Singh breached his fi duciary 
duties as provided for in s76(3) of 
the Companies Act which confers 
a duty on directors to exercise 
reasonable care, skill and diligence 
when performing their functions.

• Section 54(2) of the PFMA inter 
alia provides that before a public 
entity concludes a transaction that 
entails acquisition or disposal of 
a shareholding in a company, the 
accounting authority (i.e. Board of 
Transnet) of the public entity must 
promptly and in writing inform the 
relevant treasury of the transaction 
and submit relevant particulars 
of the transaction to its executive 
authority for approval of the 
transaction.

• Clause 4.4 of the Memorandum of 
Incorporation inter alia provides that 
Transnet 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 SMF.

• The Transnet DOA requires that 
an increase in the ETC in excess 
of 15% of the projects already 
approved by the Shareholder 
Minister should be referred back 
to the Shareholder Minister for 
approval in terms of s54(2) of the 
PFMA

Mr A Singh is no 
longer an employee 
of Transnet. As such, 
we recommend that 
Transnet opens a 
criminal case against 
him for fi nancial 
misconduct as per s83 
read with s86 of the 
PFMA.

We therefore 
recommend that Mr 
A Singh be held liable 
in terms of s77 of the 
Companies Act which 
sets out circumstances 
in which a director 
would incur liability 
to the company for 
damages, loss or 
costs sustained by the 
company as a result of 
failure to comply with 
his or her duties.
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DIRECT AND/OR INDIRECT ROLE PLAYERS IN THE 1064 LOCOMOTIVES PROCUREMENT

IQBAL SHARMA
Chairman of Transnet’s BADC (from 2012)

Non-executive Director of Transnet Member of the Corporate and Nominations Committee 
(from 2012)

OFFENCE LEGISLATION/POLICY BREACHED RECOMMENDATION

Confl ict of Interest

• Mr I Sharma failed to declare his 
business relationship with Mr S Essa, 
and in particular their interests in VRLS 
Properties and VR Laser respectively. 
VR Laser was an active vendor of 
Transnet.

• Mr I Sharma failed to declare his 
business relationship with a related 
person Mr S Essa, whose company 
was contracted by CSR Hong Kong to 
provide services for the procurement of 
the 359 electric locomotives.

• The BADC, with Mr I Sharma, as 
the Chairperson, recommended the 
appointment of CSR to the Board, as 
one of the 4 OEMs.

• Mr I Sharma attended the Board 
meeting of 24 January 2014, where the 
Board approved the appointment of 4 
OEMs, which included CSR.

• Section 75(5) of the Companies Act 
confers a duty on directors to declare 
director’s personal fi nancial interests. 
Company law, in general, imposes a duty 
on directors to avoid confl ict of interest.

• Section 75 (1) of the Companies Act 
applies to a director and related persons 
and defi nes them as follows:

related persons” when used in reference 
to a director, has the meaning set out 
in section 1, but also includes a second 
company of which the director or 
related person is also a director, or close 
corporation of which the director or a 
related person is also a member”.

• Section 2 of the Companies Act defi nes a 
“a related or inter -related persons” as:

(b) an individual is related to a juristic 
person if the individual directly or 
indirectly controls the juristic person, 
as determined in accordance with 
subsection (2); and 

(c) a juristic person is related to another 
juristic person if— 

(i) either of them directly or indirectly 
controls the other, or the business of 
the other…); 

(iii) a person directly or indirectly 
controls each of them, or the business 
of each of them, as determined in 
accordance with subsection (2).”

• Section 75(5) of the Companies Act 
requires a director who has a personal 
fi nancial interest in respect of a matter to 
be considered at a meeting of the Board or 
knows that a related person has a personal 
fi nancial interest in the matter, to disclose 
such interest.

• Section 76(2) of the Companies Act states 
that a director may not use his position to 
obtain and advantage for himself or for 
any other person other than the company.

• Section 76(3) of the Companies Act 
confers a duty on directors to exercise 
reasonable care, skill and diligence when 
performing their functions.

Mr I Sharma should be 
held accountable for failure 
to disclose a direct and/
or indirect interest he had 
with Mr S Essa.

To the extent that there are 
allegations of fraud and 
corruption that might have 
led to the increase of ETC, 
Transnet is entitled in terms 
of PRECCA to lay a criminal 
charge against any such 
individuals.

The success of such a 
case will depend on the 
evidence presented.

We also recommend that 
he be held liable in terms 
of s77 of the Companies 
Act which sets out 
circumstances in which 
a director would incur 
liability to the company 
for damages, loss or costs 
sustained by the company 
as a result of failure to 
comply with his or her 
duties.
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SALIM ESSA
Director of Tequesta Group Limited (incorporated in Hong Kong)
Director of VR Laser Services

OFFENCE LEGISLATION/POLICY BREACHED RECOMMENDATIONS

Corruption 

• Mr S Essa, on behalf of one of his 
companies, Tequesta, concluded 
a Business Development Services 
Agreement with CSR Hong Kong on 
18 May 2015. The agreement was for 
Tequesta to provide advisory services in 
respect of the “project”. 

• The project is defi ned as “any portion of 
the Tender for the supply of 359 Electric 
Locomotives (22E) to Transnet SOC 
Limited, South Africa.” 

• Section 3 of PRECCA provides for 
general offences of corruption. 

To the extent that there are 
allegations of fraud and 
corruption that might have 
led to the increase of ETC, 
Transnet is entitled in terms 
of PRECCA to lay a criminal 
charge against any such 
individuals.

The success of such a 
case will depend on the 
evidence presented.

COMMITTEES
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 BOARD OF DIRECTORS (BOD)
Members in 2013: ME Mkwanazi (Chairman); B Molefe (Group Chief Executive); NK Choubey; 
MA Fannuchi; Y Forbes; HD Gazendam; N Moola; NR Ntshingila; IM Sharma; IB Skosana; E 
Tshabalala; DLJ Tshepe; A Singh (Chief Financial Offi cer)

OFFENCE LEGISLATION/POLICY BREACHED RECOMMENDATIONS

Approval of the increase in the ETC

• Approval of the additional costs of 
R15.8 bn by the Board in breach of its 
fi duciary duties and its obligations as 
contemplated in s51 of the PFMA. 

• Failure to obtain ministerial approval 
in endorsing the increase in the ETC in 
contravention of its statutory duties as 
provided for in terms of s54(2) of the 
PFMA, the DoA and the MOI.

• In endorsing the additional costs of 
R15.8 bn, the Board failed to obtain 
ministerial approval in contravention of 
its statutory duties as provided for in 
terms of s54(2) of the PFMA, the DoA 
and the MOI.

• Section 51 of the PFMA:

o places a responsibility on the Board 
to maintain a system for properly 
evaluating all major capital projects 
prior to a fi nal decision of such 
projects;

o compels the Board to take effective 
steps to manage available working 
capital effi ciently and economically; 
and

o places responsibility on the Board for 
the management of, amongst others, 
expenditure and liabilities of the public 
entity.

• Section 51(2) of the PFMA places an 
obligation to report any inability to 
comply with its provisions. 

• Section 76(3) of the Companies Act 
confers a duty on directors to exercise 
reasonable care, skill and diligence when 
performing their functions.

The Board should be held 
liable for the breach of the 
PFMA, the Companies 
Act and Transnet Internal 
Policies.

The Board should be 
held liable for fi nancial 
misconduct in terms of 
section 83 of the PFMA 
for non-compliance with 
section 51 of that PFMA.

The Board’s conduct 
constitutes a criminal 
offence as contemplated in 
s86 of the PFMA.

Section 77 of the 
Companies Act renders 
prescribed offi cers, as 
defi ned in Regulation 38 
of the Companies Act, 
and directors jointly and 
severally liable for damages 
and costs occasioned by 
the breach of their fi duciary 
duties and other provisions 
of the Companies Act.
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Maftka Mkwanazi, Chairman

Honourable Minister Malusi Gigaba
Minister of Public Enterprises
Private Bag X15
Hatfield
0028

Fax: 012 431 1039

Dear Honourable Minister Gigaba

APPLICATION FOR SECTION 54 APPROVAL IN TERMS OF THE PUBLIC FINANCE
MANAGEMENT ACT ("PFMA"): ACQUISITION OF 1064 LOCOMOTIVES FOR
TRANSNET FREIGHT RAIL'S GENERAL FREIGHT BUSINESS

Purpose

The purpose of this letter is to seek approval from the Shareholder Minister of our planned
investment to acquire 1 064 locomotives for Transnet Freight Rail's General Freight Business
(GFB). This is being done in accordance with the requirements of the PFMA and Treasury
regulations and guidelines.

The Board of Directors at their meeting of 25 April 2013 approved the proposed investment.
Transnet plans to acquire 1064 locomotives at an estimated total cost of R38,6 billion over
the next seven years. This investment in conjunction with investing in related infrastructure
and wagons will facilitate the planned ramp up in GFB volumes from 80mt to 170mt over the
next seven years as anticipated in the Market Demand Strategy (MDS) which is aligned to
Transnet 2013/14 Corporate Plan.

Transnet has been interacting with the Shareholder representatives as part of the
stakeholder engagement strategy formulated for investments requiring Shareholder
approval. The business case was presented to Transnet's various internal approval
governance bodies, Capital Investment Committee, Executive Committee, Board Acquisitions
and Disposals Committee and Board of Directors.

Governance

An enhanced governance process was devised for the approval of the investment to acquire
1064 locomotives for Freight Rail's GFB. This includes the establishment of a Locomotive
Steering Committee (LSO) which is mandated by Transnet's Executive Committee and
chaired by the Group Chief Executive Officer. The Group Chief Financial Officer, TFR Chief

Transnet SOC Ltd Carton Centre P.O. Box 72501
Registration Number 150 Commissioner Parkview, Johannesburg
1990/000900/30 Street South Africa, 2122

Johannesburg T +27 11 308 3001
2001 F+27 11 308 2368

Directors: ME Mkwanazi (Chairman) B Molefe* (Group Chief Executive) NK Cfioubey* MA Fanucctil Y Forbes HD Gazendam NP Mnxasana N Moola NR Njeke IM Sharma www.transnet.net
IB Skosana £ Tshabalala DU Tshepe A Singh" (Group Chief Financial Officer)
"Executive Indian

Group Company Secretary: ANC Ceba
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Executive and Group Executive: Legal are some of the members of the LSO. The purpose of
the LSO is to oversee the entire project in terms of the following:

1. Business case development
2. Recommendation of the business case for approval by the abovementioned approval

bodies.
3. Procurement and tender process
4. Negotiating and contracting with the successful tenderer
5. Locomotive manufacture process and adherence to production deadlines and targets

during the construction of the locomotives

In addition to the LSO the following has also been established.

A governance framework has been developed specifically for this transaction and includes:
a. Highest standards of confidentiality, reinforced through the High Value Tender

(HVT) process with oversight from Transnet Internal Audit
b. A project management office has been set up at TFR with specific

responsibilities of:
i. Tracking progress towards milestones,
ii. Establishing and owning a virtual data room based on best practice,
iii. Scheduling Steering Committee meetings at the Chairperson's request
iv. Following up on action items and
v. Ensuring confidentiality protocols are in place

Investment

This business case provides the rationale to invest in the profitable General Freight Business
(GFB) by procuring 1064 new locomotives (465 diesel, 599 electric). This business case
demonstrates a clear need to accelerate locomotive deployment to enable delivery against
Transnet's Market Demand Strategy and achieve South Africa's broader socioeconomic
objectives.

The average age of the current GFB fleet of 1 888 locomotives is 32 years. The design life of
a locomotive is 30 years. No investment was made in locomotives between 1992 and 2008
and current acquisitions (50 like new, 100 diesels, 43 diesels and 95 electrics) fall far short
of the market demand and road to rail migration initiative.

The two options explored include the 'do nothing' scenario which is economically unviable
and does not support the volume growth expected in the MDS and will jeopardise the
2013/14 Corporate Plan. The only viable option is for Transnet to invest in the acquisition of
the 1064 locomotives (599 electric and 465 diesel).

The new locomotive purchase will:
a. Create value for Transnet by enabling:

i. TFR to deliver 170 mt by 2018/19 and thereby achieve its MDS target.
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ii. This will result in a positive NPV (R2,7 billion at the TFR hurdle rate of
18.56% and R34,l billion at the TFR WACC of 12.56%),

iii. Top-line growth
iv. Enhanced return on assets (ROA), and
v. An improved environmental footprint.

b. Lower the cost of doing business in South Africa by enabling operational
efficiencies that will increase customer satisfaction and facilitate a shift from
road to rail.

c. Create and preserve 28,000 direct and indirect South African jobs, and R68
billion in economic impact through local supplier development.

Benefits of the acquisition include:
a. Improved operational efficiency:

i. Increased availability of fleet from the current 85% to 93%
ii. Improved reliability as newer fleet is less susceptible to breakdowns
iii. Increased tractive effort will result in fewer locomotives required to

pull a similar length train
iv. Dual Voltage design enables trains to traverse AC and DC

configurations avoiding the time consuming practice of changeovers.
v. Fleet standardisation will result in a simplified maintenance regime

b. Create business opportunities for Transnet Engineering who will participate
substantially in the localisation programme.

Benefits for the country include:
a. Creation of R68 billion in localisation benefits for the economy as the Transnet

local content requirement is 55% and 60% for diesel and electric locomotives
respectively.

b. Catalyse the sustainable development of a South African locomotive
production industry based on the procurement of 1064 locomotives over
approximately 7 years and an estimated on-going annual need of 80
locomotives driven by TFR's 30-year replacement life policy

c. Development of manufacturing skills and creation and preservation of 28 000
direct and indirect jobs

d. Improve road safety (fewer road fatalities) and general road condition by
moving freight from road to rail.

e. Environmental impacted in a positive way through reduced carbon emissions
by the newer fleet.

Benefits to business include:
a. Increased customer satisfaction as improved fleet reliability results in reliability

and predictability of service which provides 'piece of mind' to customers.
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b. Lowering the cost of doing business by aggressively pursuing a shift from road
to rail as rail becomes more cost effective for transportation of freight for
distances greater than 300km.

Programmatic procurement strategy
A robust procurement strategy and appropriate governance processes have been designed
and instituted to ensure transparency, fairness, and value maximisation for Transnet. The
procurement strategy for this project has been approved by the Board of Directors and
include the following key aspects:

a. Alignment to Government's socio-economic policy framework
b. Developing skills, creating jobs and transferring technology through increasing

the local content thresholds (55% for diesel and 60% for electric locomotives)
c. Open tender process which will result in the broadest possible supplier base

bidding for Transnet's business thereby maximising value for Transnet
d. A six step evaluation methodology will be applied with the following criteria:

vi. Price 60% weighting
vii. Supplier development 20% weighting
viii. Broad-based Black Economic Empowerment 20% weighting.

Risks
The risks that are inherent in a procurement event of this nature have been identified and
mitigation strategies are or will be put in place to ensure that the risks to the company are
mitigated. Some of the key risks identified include:
Risk
Volumes: volume risk has the greatest potential
to impact NPV. A slight underperformance (7%
versus MDS targets), Transnet would experience
revenue shortfalls of R16.4 billion and a reduction
in NPV of R1.7 billion. However, under the worst
case scenario (growth of volumes in line with
GDP) NPV would be reduced by over R20 billion.

Delivery schedule. TFR already has a shortfall of
DC electrics, with the electric locomotive shortfall
projected to grow to approximately 140 by 2015.
Given the previously expected timelines to
procure new locomotives locally, TFR may not be
able to close this shortfall until the end of the
MDS period. Under the base case (procurement in
line with schedules stipulated in the RFP), R13.3
billion in MDS revenues would be at risk; this
would triple under a moderately delayed scenario
with further downside under the worst-case
scenario.

Tariffs. The MDS GFB tariffs are expected to

Mitigating actions/considerations
• This reinforces the need for a flexible

procurement and contracting strategy,
allowing locomotives to be brought
online as they are needed.

• Take or pay contracts are to be
negotiated and put in place.

• Procurement and production timelines
are being tightly managed to ensure the
swiftest possible locomotive delivery,
and immediate mitigation strategies are
being explored. These include front-
loading orders with international
suppliers and exploring leasing options.

• Payment requirements to suppliers to
incentivise delivery of locomotives.

• Cost reduction and efficiency
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increase faster than CPI through 2020 (7%
versus 6%). Given that the pricing on almost all
GFB commodities is below the cost of full
economic recovery even after taking into account
all efficiencies, the pricing corridor in TFR's plan is
achievable. However, should global and local
economic conditions create challenges and tariffs
above CPI cannot be implemented, the
implication would be a reduction in the NPV of
the business case by upwards of R4 billion.

Foreign exchange exposure. The Rand's
depreciation against the US dollar by 10% this
year would increase the price for a transaction of
this size by approximately R2 billion.

Locomotive purchase price. Additional locomotive
price risks (e.g., change order risks related to
detailed specifications). A purchase price increase
of 10% would have a R1.5 billion impact on NPV.

improvement initiatives will need to be
developed on a continual basis to
ensure that the Transnet cost base is as
lean as possible.

• Transnet's Group policy on Financial
Risk Management requires that all
contracts must be either Rand-based or
effectively hedged to minimise the risk
of financial loss due to exchange rate
fluctuations. Should a Rand-based
contract not be possible, hedge
accounting will be applied to manage
any foreign exchange volatility. The
project will be hedged according to the
Group policy.

• Price risks need to be actively managed
during contracting and negotiations

Funding
Funding of the acquisition of the 1064 locomotives (R38,6 billion) is included in Transnet's
overall funding requirement of R86 billion over the next 6 years. Two thirds (R25 billion) of
the funding requirement will be via cash generated from Transnet operations and the
remainder (R14 billion) will be sourced through the Global Medium Term Note, Domestic
Medium Term Note, Development Finance Institutions, and Export Credit Agencies
depending on the most cost efficient option.

Business Integration
Operational readiness is critical to TFR, Transnet and the country extracting the benefits the
acquisition is capable of delivering. Integration of locomotives with demand, wagons,
infrastructure, operations other divisions where port interface is required is thus essential. In
addition human resource development underlies all the other integration nodes and thus the
training of more than 3000 train drivers and assistants is also a key project dependency.

A comprehensive information pack containing the following is attached for your ease of
reference:
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• Board of Directors Resolution - Annexure A;
• Executive Summary - Annexure B;
o Business Case - Annexure C.

The ongoing consultation between Transnet and the DPE thus far as well as the information
contained in this letter will enable the Honourable Minister to assess this request timeously.
In addition this will enable the Committee established by the Honourable Minister to meet
urgently to facilitate the approval process.

Please do not hesitate to contact my office if you require further clarity with regard to the
proposed investment.

Mafika^Mkwanazi
Chairman, Transnet SOC l

/ /
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Honourable Minister Frevin Gcrdhan
Hhiistercf Finance
Prfvsts Ban X115
Fre&ria
0001

Fax: 012 315 5125

Dear Honourable Minister Gcrdhar.

> N ?M NOTIFICATION: APPLICATION FOP. SECTION 54 APPROVAL IN TERMS OF THE
'W ' ' ^ PUBLIC FIrUNCE MANAGEMENT ACT C ^ ^ A " ] • ACQUISITION Of 1064

LOCOMOTIVES FOR TRANS NET FREIGHT PJJL'S GENEWL FREIGHT BUSINESS

":-0 Tne purpcsa cf this letter is to r.ctr/ the Naucral Treasury cf Transnet's cppilca^cn to its
Shareholder Minister (Departrneot of Public Enterprises) of cix planned liT/sstrngrit to
acquire 1 C&4 iGcamctr/ss fcrTransriet Freight Rail's &r,ersl FreightEusiness (GFEj. Tris is
Being c!cr,e In ecccrrfanca v/ith the r=-quirem=."it5 cf the Public Finercs Man2K.r,ent Act
(FFMA) End Treasury Resufebors.

nsne!: \**iiJ acquire 10£4 loccmotr.'ss at EH EstiiT,a^d total cjst of R33y6 billion ov=r tre
nexi ss'/=n ysars. Tn's iwsstmert in corjunctic-n v/ith Investing in related Infrastructure sr.d
v^gons VM'1 f2dlilate the planne-i rsrnp up In GFB vd'-xnes from EOmt to 170mt ov-er t?.e
next Sevan years as snb'clpatsti in the MarJcs': Demand Strategy (MDS) v/hfeh forms the basis
oFTransnefs 2013/14 CorpcrBie Plan.

Tfcnsnst h^s bean interacting M"th the Shareholder reprcsentstrves E3 IS=II ES Nafonsi
Trsas'jry rEpresantHtr/Es (Rsvesh Rajfa! and Luyolo N'tiangula) ss pert cf the statenolder
engassmeni: strategy formulated for Trer^rets invesfcTienfs requiring Shcrshofder approval.

A cemprehenaivs inrbrrrieacn peck con'e'ning the fcilcv^'g Is attached fcr ycix eas2 cf
reference:

< Bead of Directors Rasoiuticii - A"=ir jre A;
• Sect'cn 54 Lsttsr cf AppL'csfcn to the Mi.-Ister cf rub'c Enterprise - A.-r.exure E
• Executive Surr.m2ry-/-.rv.scjre C;
• ELs'ness Case - ^r.nexjre D.

5l^Sic~ Srr£ Sat- (.Va l i lP
irjr/T='J-: T «7 11 XJ S3*.
25=1
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OrTlCa if » r « , * e futha, clariry with regard to the

Kind rsgards

©
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MINISTER
PUBLIC ENTERPRISES

REPUBLIC OF SOUTH AFRICA

TI FKOU 451133"
^ lafcOZtOICUH fmtil+AJ J3JWJ1 1711

fJr llaflka Mkwanazl
Chairperson: Transnet SOC Umitad
P. O Box 72501
Parkview
2122

Tel: 011 308 2309
Fax-011 308 2315

Dear Colleague

Ro: Tfro ProfcrcnlliJ Procuremant Policy Framework Act nnd tha
.Lccomoilva Fbst Procurement

There ere a number of unresolved Issues pertaining to the oxiension ol tho
exemption to State Owned Companies (SOC) from Regulations 2(2); 3 to 8;
10; 11(1) to (9); 11(11) to (13); 12 - 13 as Issued in Government Nolics No
R1027 of 7 December 2011 of the Preferential Procurement Policy
Framework Act. I believe that these Issues can have a material Impact on
tha ability of Transnet to extract optimal commercial, developmental and
transformational value from strategic procurements.

Given this situation, I am personally engaging with the Minister of Finance to
, resolva thasa Issues and em confident we will coma to a mutually agreeable

"" outcome. In the meantime, Transnal should continue to procure as if the
extension to tho exemption Is In place. In eddition, no communication should
take place between ths SOC and National Treasury pertaining to the PPPFA
until the situation ha3 been resolved. Should any queries be directed to tha
SOC from tha National Treasury regarding the PPPFA, please refer Ih9
National Treasury lo my office.

I am aware that Transit is anxious to proceed with tho procuremant of the
procurement of ths 1054 locomotives, With regards to the Instruction Note
relating to the "Invitation and Evaluation of Bids Based on a Stipulated
Minimum Threshold for Local Production and Content for tha Rail Rolling
Stock Seclor" Tronsnet should procure taking Ihe designation thresholds Into
account. However, Transnel should nol feel constrained by Section 5,1.2 of
the Instruction Note and should rather establish an evaluation framework that
provides reasonable incentives to suppliers to support our Industrialisation
and transformation objectives. Should my agreomenl with the Minister c(
Finance require a change to this framework, Trananel can alert Iha bidders at
that stage.
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UDUC EWTESPHSSSQ
D A T S : 7 / J

Group Cftlaf Exocullva
S()

Tel: 011 SOS 2S0Q
Fo)c011S032316
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To: Yousuf Laher Transnet Freight Rail JHB
Subject: RE: TRANSNET 1064 LOCOMOTIVES INVESTIGATION: LETTER TO MR YOUSUF

LAHER

From: Yousuf Laher Transnet Freight Rail JHB
Sent: 14 August 2018 05:10 PM
To: 'Mncedisi Ndlovu'
Cc: 'popo' < Mncedisi Ndlovu < Thobani Mnyandu < Nkosenhle Mzinyathi < Tshiamo Sedumedi < Thulaganyo
Selokela <
Subject: TRANSNET 1064 LOCOMOTIVES INVESTIGATION: LETTER TO MR YOUSUF LAHER

Mr Ndlovu, thank you for allowing me the opportunity to respond. Herewith the written response as
requested:

I am particularly disappointed and aggrieved that your preliminary report recommends that my employer institute
disciplinary proceedings against me. Regrettably and as I will demonstrate below, the recommendation to institute
disciplinary proceedings against me was made without reference to material information and facts.

I draw your attention to the following important information that is not captured in your report:

1. The decision to commit Transnet to a reduced Batch size and as such Batch pricing was made by the Board
as per minute dated 24 January 2014. A copy of the minute is attached. The memorandum to the Board
related to the minute can be provided (please let me know if you require a copy). I had no role in this
submission to the Board.

2. The risks related to reducing the Batch size was pointed out by the Finance evaluation team (refer reports
dated 10 December 2013 of which I was a signatory) to the locomotive steering committee. Please let me
know if you require a copy of the finance evaluation team report. I articulated a number of financial aspects
at the onset of the negotiation stage, one of which being that I clearly explained to the bidders that Transnet
will not accept an increase in price due to the batch reduction (I have listened to some portions of the
recordings of events and this is clear within the recordings).

3. Decisions related to this transaction were made by the sub-committee of the locomotive steering
committee, including during the negotiation stage. I was not a member of the sub-committee of the
locomotive steering committee nor was I a member of the locomotive steering committee and as such never
participated in decision making. Mr Singh reported the decisions made by the sub-committee to the
negotiating team.

4. The GCFO (Mr Singh) was advised that the transaction is exceeding ETC, prior to conclusion of the
contracts. The GCFO said that he would deal with it.

5. Mr Danie Smit has retired from Transnet last year sometime already.

With regard to the allegation on page 139 of your preliminary report i.e. "committing Transnet to batch pricing
despite the provisions of the RFP and the mandate given to the negotiating team":

6. I never committed Transnet to anything as I never had the delegation or the powers to commit Transnet to
anything. Refer bullet 3 above regarding to the parties with decision making delegation.

l
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7. With regard to paragraph 2.3.6 on page 46 of your preliminary report, I have had discussions with both Mr
Pillay and Mr Harris and they have both confirmed that this does not capture properly what they said. They
were both in agreement that it would not make sense for there not to be a price increase when a batch size
is reduced, especially where the reduction is substantial, as was the case in this transaction. Basic financial
principles allow for recovery of fixed costs over the size of the batch, thus mathematically by reducing the
batch size there are fewer units with which to recover fixed costs from eg: to set up a plant to manufacture
2000 cars would cost R 1 000 000, which equates to R 500 per car cost recovery required. If the order is
dropped to 1000 cars then this would equate to a cost recovery required of R 1000 per car. Both Mr Pillay
and Mr Harris have confirmed that they are happy for you to discuss this principle with them to clarify their
expert views.

8. I was never given an approved mandate for the negotiations, only a draft version was
provided. Nevertheless I acted in good faith to do the best that I could do for Transnet. The draft
negotiation mandate is surely incorrect and outdated as the Board decision to reduce the batch sizes to 4
OEM's instead of 2 OEM's prior to negotiations, was not filtered through into the negotiation mandate.

9. The RFP does state that Transnet does not expect to pay a price premium should it exercise an option of
changing quantities, however in contradiction the RFP also states that bidders must provide pricing for
smaller batch sizes should Transnet choose to break (refer RFP section 1.8 of financial section). Bidders did
duly provide this pricing in response to the RFP (refer finance evaluation report).

10. A reasonability calculation of the quantum of the increase in price due to the reduction in batch size was
performed based on bidder responses to the RFP (refer finance evaluation report). You will note that the
prices are actually lower than those submitted initially (except for CSR). I can explain further or show you
the calculation if required.

11. The Batch pricing was accepted by the sub-committee of the steering committee on the basis that the sub-
committee of the steering committee accepted the overall price of the locomotive. My understanding being
that the sub-committee of the steering committee deemed that they were obtaining value in other areas of
the negotiation (eg: forex hedging) and the sub-committee of the steering committee found the overall
price acceptable, then each item being negotiated was accepted on an overall basis.

12. The overall calculation making up the price, had to reflect the reality of what was finally accepted by the
sub-committee of the steering committee, which includes an element of batch pricing which contributed
towards the price increase. It was common knowledge that this had to be included in the calculations based
upon the overall price as accepted by the sub-committee of the steering committee. Had the batch pricing
been excluded it would have been incorrect, as it would have misled the sub-committee of the steering
committee of the actual price. In order to provide the sub-committee of the steering committee with the
full facts my calculations had to include the component pricing for each element (of which batch pricing was
one of the elements).

With regard to the allegation on page 139 of your preliminary report i.e. "concluding transaction agreements
without Board approval":

13. I never committed Transnet to anything as I never had the delegation or the powers to conclude these
agreements on behalf of Transnet.

14. Capital Governance was never my accountability or responsibility. Obtaining the required ETC approval
would be part of a capital governance process.

15. There is a separate department at TFR and at Transnet Group that is accountable for Capital approvals. I
never worked in this capital department. Capital approvals follow a defined process eg: TFRIC, CAPIC, BADC,
BOD etc. The capital departments at TFR and Transnet handled this capital approval process. The Transnet
capital department reported into the GCFO (Mr Singh). The TFR capital department is split and report to the
TFR CFO and TFR GM Capital. Johan Bouwer was the Executive manager in the capital department at TFR at
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7. With regard to paragraph 2.3.6 on page 46 of your preliminary report, I have had discussions with both Mr
Pillay and Mr Harris and they have both confirmed that this does not capture properly what they said. They
were both in agreement that it would not make sense for there not to be a price increase when a batch size
is reduced, especially where the reduction is substantial, as was the case in this transaction. Basic financial
principles allow for recovery of fixed costs over the size of the batch, thus mathematically by reducing the
batch size there are fewer units with which to recover fixed costs from eg: to set up a plant to manufacture
2000 cars would cost R 1 000 000, which equates to R 500 per car cost recovery required. If the order is
dropped to 1000 cars then this would equate to a cost recovery required of R 1000 per car. Both Mr Pillay
and Mr Harris have confirmed that they are happy for you to discuss this principle with them to clarify their
expert views.

8. I was never given an approved mandate for the negotiations, only a draft version was
provided. Nevertheless I acted in good faith to do the best that I could do for Transnet. The draft
negotiation mandate is surely incorrect and outdated as the Board decision to reduce the batch sizes to 4
OEM's instead of 2 OEM's prior to negotiations, was not filtered through into the negotiation mandate.

9. The RFP does state that Transnet does not expect to pay a price premium should it exercise an option of
changing quantities, however in contradiction the RFP also states that bidders must provide pricing for
smaller batch sizes should Transnet choose to break (refer RFP section 1.8 of financial section). Bidders did
duly provide this pricing in response to the RFP (refer finance evaluation report).

10. A reasonability calculation of the quantum of the increase in price due to the reduction in batch size was
performed based on bidder responses to the RFP (refer finance evaluation report). You will note that the
prices are actually lower than those submitted initially (except for CSR). I can explain further or show you
the calculation if required.

11. The Batch pricing was accepted by the sub-committee of the steering committee on the basis that the sub-
committee of the steering committee accepted the overall price of the locomotive. My understanding being
that the sub-committee of the steering committee deemed that they were obtaining value in other areas of
the negotiation (eg: forex hedging) and the sub-committee of the steering committee found the overall
price acceptable, then each item being negotiated was accepted on an overall basis.

12. The overall calculation making up the price, had to reflect the reality of what was finally accepted by the
sub-committee of the steering committee, which includes an element of batch pricing which contributed
towards the price increase. It was common knowledge that this had to be included in the calculations based
upon the overall price as accepted by the sub-committee of the steering committee. Had the batch pricing
been excluded it would have been incorrect, as it would have misled the sub-committee of the steering
committee of the actual price. In order to provide the sub-committee of the steering committee with the
full facts my calculations had to include the component pricing for each element (of which batch pricing was
one of the elements).

With regard to the allegation on page 139 of your preliminary report i.e. "concluding transaction agreements
without Board approval":

13. I never committed Transnet to anything as I never had the delegation or the powers to conclude these
agreements on behalf of Transnet.

14. Capital Governance was never my accountability or responsibility. Obtaining the required ETC approval
would be part of a capital governance process.

15. There is a separate department at TFR and at Transnet Group that is accountable for Capital approvals. I
never worked in this capital department. Capital approvals follow a defined process eg: TFRIC, CAPIC, BADC,
BOD etc. The capital departments at TFR and Transnet handled this capital approval process. The Transnet
capital department reported into the GCFO (Mr Singh). The TFR capital department is split and report to the
TFR CFO and TFR GM Capital. Johan Bouwer was the Executive manager in the capital department at TFR at
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the time and he reported into the CFO. Ordinarily the process would be that the procurement department
would request confirmation from the requestor that capital approval was obtained. The requestor would
obtain this capital approval confirmation from the capital department (I was not in any way involved in the
procurement approval, capital or requestor process). Additionally, ordinarily it is expected of the individual
signing a contract to check and confirm that the requisite governance approvals were obtained.

16. Nevertheless I acted in good faith to do the best that could be done for Transnet and together with Mr
Danie Smit, we advised the GCFO (Mr Singh) that the transaction is exceeding ETC, prior to conclusion of the
contracts. The GCFO said that he would deal with it.

In summary I believe that your report improperly identifies me as having committed misconduct.

I would add further that the media reports relating to your preliminary report have caused me tremendous
reputational damage and has put a tremendous strain on me and my family.

I urge you to reconsider your recommendations in relation to me, in light of what is set out in this email. I tender
my cooperation to your team in respect of any information that you may require and I invite you to meet with me to
discuss these issues.

request that you please advise me of the outcomes of your final report prior to issuing.

I thank you for your understanding.

Best Regards
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Slyabonga Gama, Croup Chief Executive

Our Ref No: PM/22924

Dr Popo Molefe
Chairman
Transnet Board of Directors
49"' Floor, The Carlton Centre
150 Commissioner Street
Johannesburg
2001

E-mail: Pd

Dear Dr Molefe

MNS RESOLUTION
I refer to the hastily arranged special board meeting that was held on 14 August and confirm the
following:

1. The Chairperson of the Board although present and not incapacitated elected that Adv.
Oupa Motaung must chair the meeting. The Chairperson averred that there was no "real"
reason to do so.

2. The Transnet Board sought to adopt a resolution which was read at the meeting by Board
member Ms Ursula Fikelepi;

3. The non-executive members of the Board of Transnet, who admitted having deliberated
with MNS at an in committee/closed session where only non-executive directors were
invited, did not provide any prior notice to the Executive Directors on the resolution they
contemplated to be adopted as required in clause 17.6.10.1 of the MOI of Transnet;

4. The non-executive members of the Board of Transnet have so far failed to cause the
presentation that was shared with them on 14 August 2018, to be distributed to the
Executive Directors of Transnet. The sharing of such presentation by MNS would have
accorded with the provisions for the management of conflicts of interest as contemplated in
clause 17.8 of the MOI;

5. The non-executive members of the Board profess that there is no other report that has
been produced by MNS other than the preliminary report dated 07 June 2018; which if it
remains preliminary, is incapable of being converted into a resolution to implement its
findings. It is strange therefore that while an investigation is ongoing, an attempt is made to
adopt a resolution that binds the Board to implement all the findings of the "yet to be
finalised" MNS report.

Trantnet SOC Ltd Carlton Centre P.O Box 72501
Registration Numtx-r ISO Commissioner Street Parkview, J
1990/000900/30 Johannesburg South Africa, 21??

2001 T +7.7 II 308 7TO1
t ' I i i J<Jb t J i J

Dlrectort: [> f-s Moiel? (Charrprrson) SI Cura* (Grou-pChef fc>ecutive) uNffcefcpt RJGaiyta Prcf EC Ki^wcttPf Mi: Iptia,-^ O-:Mafcihoya v McMtnaniin Adv OM MoUii,pg www, trdnsnet.net
Di FS Mufdrddi Ap Ranatiuldia GT Ramphaka I I von Zeunti
MS Mahorady* (Acting Chief Financial OfTitH)
•£*ecu*ive

6roup Company Secret ly Nf Miumab
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As discussed at the meeting, I wish to record that a meeting of the non-executive component of the
board does not constitute a meeting of the Board of Directors of Transnet.

When MNS initially produced its report, and in its letter of 05 June 2018, it indicated that the report
was the first of three reports. Can you confirm therefore that you have not received the final two
reports and yet you have progressed to the point of making a decision to adopt a resolution to
implement their "findings"? As indicated at the meeting, my dissent to the resolution that was being
proposed will be recorded in the minutes.

As indicated at the meeting and in my previous correspondence, the credibility of the report is
questionable when having regard to a proper understanding of Transnet procurement processes and
some of the findings are questionable as they do nol accord to the facts. As Directors we owe a duty
of care to Transnet SOC Limited, that we do not make hasty decisions which will prove very costly
to the future sustainability of the company. As an example, the Transnet Board of Directors meeting
of 26 February 2014, approved the split of award (batch pricing as described in the MNS report) as
well as the estimated total cost for the 1064 locomotives at R52,057,516,255 (R52,05b) including
hedging, escalations and the original TE scope before negotiations commenced. I attach the
presentation that was made. The accompanying memoranda and the resolutions of the Board are
available from the company secretary. However, none of this is reflected in the MNS report, instead
there is a call to charge executives on these matters which will embarrass the Board and Transnet.

I once again caution that the non-executive members require to be more circumspect before
embarking on a course of action on information based on an incomplete investigation; this will
ensure that the Transnet balance sheet is not unduly exposed to damage claims occasioned by a
Transnet Commissioned report that misses key issues.

I still await your further responses to my previous correspondence.

Yours sincerely

Cc: Transnet Board Members
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MINUTES OF THE SPECIAL BOARD OF DIRECTORS OF TRANSNET SOC LTD MEETING NO. 14/1 HELD ON
24 JANUARY 2014 AT 16:10 IN BOARDROOM 4901, 49T H FLOOR, CARLTON CENTRE, 150 COMMISSIONER
STREET, JOHANNESBURG

Resolution No/
For Attention

1 CONSTITUTION OF MEETING AND APOLOGIES

1.1

1.2

1.3

1.4

1.4.1

5

1.5.1

2

2.1

3

3.1

4

4.1

4.1.1

Present

Mr ME Mkwanazi
Mr MA Fanucchi
Ms Y Forbes
Mr HD Gazendam
Ms NP Mnxasana
Mr B Molefe
Ms NR Njeke
Mr IM Sharma
Mr IB Skosana
Mr A Singh
Ms E Tshabalaia

In attendance

Ms NJ Mabandla
MrSIGama
Mr T Jiyane
Mr GJ Pita
Mr KL Mosia
Ms ANC Ceba

Apologies

Ms N Moola
Ms DLJ Tshepe

Chairperson
Non-Executive Director
Non-Executive Director
Non-Executive Director
Non-Executive Director
Group Chief Executive
Non-Executive Director
Non-Executive Director
Non-Executive Director
Group Chief Financial Officer
Non-Executive Director

Group Executive: Group Legal Services
Group Executive: Transnet Freight Rail
Chief Procurement Officer: Transnet Freight Rail
Group Chief Procurement Officer
Company Secretary
Group Company Secretary

Non-Executive Director
Non-Executive Director

Welcome and Signing of Attendance Register

The Chairperson welcomed all members and attendees present, and having observed a
quorum, declared the meeting duly constituted. He noted apologies from Mses Moola and
Tshepe. The Attendance Register was circulated for signature.

Adoption of Agenda

The agenda was adopted as tabled.

SAFETY BRIEFING AND EVACUATION PROCEDURE

The safety briefing and evacuation procedures were conducted by Mr Linda.

DIRECTORS' DECLARATION OF INTERESTS

The Declaration of Interests Register was circulated for signature,

MATTERS FOR APPROVAL

Acquisition of additional 100 Class 19E equivalent Dual Voltage Electric
Locomotives and 60 Class 43 Diesel Locomotives

Management took the Board through the submission as contained in the pack. The
submission was taken as read. The purpose of the submission was to request the Board to:
• Note the risk to TFR MDS volumes through insufficient traction power resulting from

the delay in the procurement of the 1064 Locomotives.

• Approve the investment in and procurement of 100 Electric Locomotives required for
the Coal Export Line estimated at R3.8bn (excluding borrowing costs).

• Approve the confinement and award of the procurement for the 100 Electric
Locomotives ("the 100 Electrics").

• Approve the investment and amendments in the Fleet Plan to procure 60 Class 43
Diesel Locomotives ("the 60 Diesels") for General Freight estimated at R1.8bn
(excluding borrowing costs).

rrmn Pnmnany Rprrplarv - Rnarri nf nimrtnrs U-1 ?4 .Ian Snwiall
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• Approve an extension of the current Class 43 Diesel Locomotives contract for 60
additional locomotives.

» Delegate authority to the GCE to sign and conclude all relevant documents to give
effect to the above resolutions, including the award and process approval.

4.1.2 Mr Sharma stated that the matter was dealt with at the Board Acquisitions and Disposals
Committee ("Committee"). The request for a confinement had been on the Committee's
agenda for 3 months, and the matter was extensively deliberated by the Committee. The
Company currently has a contract with General Electric South Africa Technologies in terms
of the Class 43 diesels. The proposal was to confine the 100 Electrics to China South Rail.
There were adverse media reports on the previous Mitsui confinement process. To manage
reputational matters, the Company seeks to advance to a new supplier. Management
indicated that the TFR Locomotive Fleet Plan was first approved by the Board in April 2011,
and updated with the 1064 GFB Locomotives submission. The proposed locomotives
acquisitions are in line with the Fleet Plan and were budgeted for in the MDS. The delay in
the 1064 acquisition has placed GFB volumes at risk. The risk will be mitigated by the
urgent acquisition of the locomotives The heavy haul 100 Electrics will be deployed in the
Coal Export line and will release 125 locomotives that will be used on GFB pending delivery
from the 1064 programme. The 100 Electrics form part of the already approved Fleet Plan.
The 60 Diesels also fill the gap pending delivery from the 1064 programme. The 60 Diesels
were not part of the approved Fleet Plan and the submission requested an amendment to
the Fleet Plan to include the 60 Diesels.

4.1.3 Management informed the Board that the 1064 Locomotives were delayed due to the
withdrawal of the PPPFA exemption. The submission proposed an accelerated
procurement to mitigate General Freight MDS volumes at risk by confining 100 Electrics to
China South Rail and extending the current Class 43 Contract with General Electric South
Africa Technologies by 80 locomotives. The accelerated acquisition will mitigate the MDS
shortfall by at least a year with its full effect realised commencing 2014/15FY. The volumes
mitigated increases from 6.2mt for the 2014/15FY to 15.1mt for the 2016/17FY and the
cumulative income protected will be R9.1bn for the 2013/14FY to 2016/17FY. The
confinement to China South Rail and extension to General Electric South Africa
Technologies contract was motivated on the basis of urgency The accelerated acquisition
does not put the MDS cash flow at risk and the 1064 acquisition remains unaffected. The
acquisitions are funded from the current MDS. The delay in the 1064 locomotives will
extend its funding to beyond the MDS period. The Diesels were in addition to the approved
Locomotive Fleet Plan but accord with the fleet strategy. With a year's delay in the 1064
procurement, the 60 Diesels will fill the gap of the first year.

4.1.4 Management stated that the 100 Electrics business case articulated the benefits of the
earlier than previously planned delivery of the locomotives to the Coal Export line. TFR was
in the process of acquiring 143 Class 43 Diesel Locomotives from General Electric South
Africa Technologies (which have been delivered over the past 2 years and have proven to
be a capable locomotive). Given the MDS volume shortfall, it was proposed that 60 Diesels
be acquired to further mitigate the volume risk as the 1064 programme is likely to come on
stream in 2015. The procurement process was carefully considered, with the aspects
considered articulated as follows:

• Type: The 100 Electrics are 26 ton per axle locomotives for heavy haul use to be
deployed on the Coal Line. The 599 Electrics in the 1064 are 22 ton per axle
locomotives for GFB use.

• Delivery: The 60 Diesels were similar to the 465 of the 1064, but the motivation for
extension as contained in the submission was urgency due to the overall delay in the
1064 programme. Including the 60 Diesels in the 1064 will not address the delay or
urgency.

4.1.5 Management indicated that due to the urgency of the matter, the confined/extended
contract option was the recommended option. The proposed procurement process will
solicit locomotives in the shortest possible time and thus mitigate the potential shortfall in
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MDS volumes. The reasons of urgency were set out and the complementary benefits of the
recommended option were highlighted. The arguments for an extension to the General
Electric South Africa Technologies contract were similar to those advanced for confinement
and are motived on the basis of urgency, complemented by standardisation and goods
largely identical to those previously executed.

Mr Gazendam sought clarity if the recommendation from the Committee was unanimous.
He stated that the 60 and 100 locomotives were being awarded to the same entities
recommended for the 1064 transaction, and requested Management to ensure that the
matter is dealt with sensitively in the media.. Mr Skosana stated that the Committee
extensively deliberated on the matter and requested the Committee to share critical matters
that were an impediment on the transaction. Mr Sharma informed the Board that the
Committee was of the view that the initial business case was not properly articulated.
Further, the Committee had considered the reputational risks linked to confinement
processes. However, the Committee was subsequently convinced by the revised business
case and comforted by the fact that the 160 locomotives were awarded to the same entities
that were being recommended for the 1064 transaction. Management informed the Board
that the Committee had also requested the Company to explore alternative methods for
acquisition e.g. leasing options of the locomotives To this effect, the Company will procure
23 second hand locomotives from Australia.

RESOLVED that the Board:
• Noted the risk to TFR MDS volumes through insufficient traction power resulting from

the delay in the procurement of the 1064 Locomotives,
• Approved the investment in and procurement of 100 Electric Locomotives required for

the Coal Export Line estimated at R3.8bn (excluding borrowing costs).
• Approved the confinement and award of the procurement for the 100 Electric

Locomotives to CSR.
• Approved the investment and amendments to the Fleet Plan to procure 60 Class 43

Diesel Locomotives for General Freight estimated at R1.8bn (excluding borrowing
costs).

• Approved an extension of the current Class 43 Diesel Locomotives contract for 60
additional locomotives to General Electric South Africa Technologies (Pty) Ltd.

• Delegated authority to the GCE to sign and conclude all relevant documents to give
effect to the resolution, including the award and process approval.

Acquisition of 599 Electric Locomotives

Management took the Board through the submission as contained in the pack. The
submission was taken as read. The purpose of the submission was to:
• Provide the Board with an update regarding the progress on the tender evaluation

process.
• Request the Board to note and approve the tender evaluation process.
• Request the Board to approve the recommendation of the shortlist of tenderers as a

result of the tender and evaluation process for the negotiations and award of business.
• Request the Board to delegate all the necessary powers to the GCE to sign, approve

and conclude all necessary documents to give effect to the above resolutions.
« Request that the Board notes that the above resolutions are subject to

recommendation of the Board Acquisition and Disposals Committee.

Mr Sharma advised the Board that Management took the Committee through the evaluation
process and stated that the 599 Electric Locomotives were recommended for allocation to
Bidder T1 and Bidder T2; 60% to Bidder T2 and 40% to Bidder T1, subject to a
performance clause in the contract. The contract is estimated at R19.8bn (excluding
hedging costs, escalations and scope of TE's work).

Management informed the Board that the original MDS volumes contained in the Corporate
Plan were significantly at risk. This was due to the delays in the award of the 1064 tender
due to the withdrawal of the PPPFA exemption. In order to manage the risks. Management
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4.2.4

4.2.5

4.2.6

4.2.7

suggested that more than 1 supplier should be utilised to supply the required locomotives
to reduce delivery risk and enhance the ability to meet the MDS volume targets.
Management proposed that 2 suppliers be utilised to manufacture the required locomotives
for, amongst others, the following reasons:
• To promote standardisation of the locomotive fleet to ensure that the total cost of

ownership is minimised.
« To allow for critical mass that would enable successful negotiations on price and other

critical commercial terms and conditions.
• To allow for critical mass that would promote localisation and programmatic

procurement.
• To allow for flexibility in supplier options in future as it prevents monopoly behaviour.
• To reduce legal risks of the transaction.

• To reduce the overall contract risk of the transaction due to unforeseen circumstances.

Management stated that the Board approved the procurement of 599 Electric locomotives
subject to Section 54 PFMA approval on 19 April 2012. The Board was given background
on the procurement process followed, highlighting the 7 bidders who responded. The 6 step
evaluation process followed was as indicated below:

Management informed the Board that the bids were evaluated according to the above
criteria listed below, and highlighted the results of 6 step evaluation process as follows:

1

2

3

4

5

WHAT IS BEING MEASURED

BBBEE SCORECARD

SO

Further Recognition Criteria
(Current)

Further Recognition Criteria
(Future)

Price (Total Cost of Ownership
(TCO) excluding unscheduled and
excluding scheduled maintenance
and excluding bonus point
allocation')

TOTAL SCORE

WEIGHT

10.00

20.00

5.00

5.00

60.00

100.00

T l

8.00

15,bf!

0,88

0.94

40.65

65.96

T2

6.00

It.15

0.47

2.11

36.60

61.33

T3

4.00

15.12

0.18

1.26

U.8S

32.41

T5

800

16.67

1.66

2.45

15.63

44.60

T7

6.00

15.89

2.16

1.82

26.78

52.64

Management indicated that apart fmm the fact that Bidder T1 and Bidder T2 scored tne
highest points, their proposals also offered the following benefit to the Company:
• Both bidders committed to Local Content higher than the threshold of 60% {Bidder T1

committed 69,8%, whilst Bidder T2 was 68.2%).
• Both bidders scored the highest points on technical evaluations.
• The Supplier Development commitment for Bidder T1 was 77.5% and 80 7% for Bidder

12.

• The proposed Delivery Schedule was aligned to the Company's requirements.

Management stated that the outcome of the best and final offer as follows:
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• Bidder 11 offered to increase procurement to small businesses by R50m and
technology transfer through skills development training and support by R10m. In
addition, Bidder 11 offered a R455 000 reduction in price per locomotive based on a
revised foreign currency content percentage.

• Bidder 12 offered a discount of R2.25m per locomotive, including a revised foreign
currency content amount, thus offering the best price.

• The above process has almost eliminated the premium on the transaction.

4.2.8 Management stated that TIA performed gate reviews and ratified all the steps in the
evaluation process as per Annexure A in the submission as contained in the pack.
Mr Gazendam sought clarity if the split posed any challenges on a locomotive's unit price.
Mr Skosana stated that it was invariable that the pricing of the 2 bidders was not the same.
He urged Management to ensure that the negotiation delivers alignment on certain prices.
Ms Mnxasana was concerned about Bidder 77s split as it was already doing work for the
Company. She stated that it was necessary to manage the concentration risk and the
perception i.e. Bidder 11 scored higher than Bidder 12 but Bidder T2 was granted a higher
allocation. She proposed that a fair split should be considered. Ms Tshabalala was of the
view that a 50/50 allocation should be considered. The Chairperson stated that, at some
point, the Board should be provided with detail on TE's costs to get a holistic view.

4.2.9 Management stated there are no serious prejudices to the Company from a locomotive unit
price. The prices will be fixed during the negotiation process. The split will accelerate the
speed of delivery. A comprehensive exercise was conducted to determine TE's scope of
work, and,proposals for TE's scope of work will be shared with the preferred bidders.
Bidder T2 was currently building the 95 Locomotives (which will be delivered 3 months
ahead of schedule). Bidder 12 was allocated 560 locomotives per annum, although it has
capacity for approximately 2000 locomotives per annum. Bidder T2 was cheaper than
Bidder 11, and its Supplier Development and localisation ratios were better than those of
Bidder 11. Management was biased towards Bidder 12 due to its ability to meet the
Company's delivery schedule. The 60/40 allocation was motivated by the current risks.

4.2.10 Mr Skosana stated that it should be ensured that the contract is adequately punitive to
cover instances of non-performance. Management stated that the penalties will be
negotiated, and indicated that the intention is to impose strict penalties. Bidders were
advised that performance bonds would be required. The performance bonds are punitive.
Management stated that the Company will need to "ride the wave" on negative media due
to the nature of the transaction. At an appropriate time, the Company will adequately
engage the media on the procurement process. The perceptions will be adequately
managed.

4.2.11 The Chairperson informed the Board that the difference between the split was
approximately 60 locomotives, and the Company will pick up financial gain. Management
stated that it never procured from Bidder T1. Bidder 72's production line was ready while
Bidder 11 still needs to construct a prototype. Mr Fanucchi requested details on the
partners in the respective consortia. Mr Skosana stated that the Company should be aware
of the BEE choice so that the Company is not taken by surprise, and it can also manage
the potential reputational issues. Management stated that Bidder 11 set up a local
company, the same company that worked on the Gautrain. Bidder 12 is 70% owned by the
CSR E-Loco Supply Proprietary Limited and 30% by a local company called Matsete
Basadi.

4.2.12 Management stated that Bidder 72's court case was on structuring the supplier
development gate (details on the local and partners). Bidder 12 felt it will be prejudiced to
disclose the information whilst the 1064 transaction was still in progress. Bidder 12 was
willing to give the information to the competitors post the finalisation of the 1064 tender.
Management stated that negotiations will commence from 27 January 2014, to be
concluded within 6 weeks. The finalisation of the contract was targeted prior to 31 March
2014 to ensure execution of the pre-delivery payment.

Mr Singh
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RESOLVED that the Board:
• Noted and approved the tender evaluation process for the 599 Electric Locomotives.
• The acquisition of 599 Electric Locomotives estimated at R19.8bn (excluding hedging

costs, escalations and scope of TE's work).
• Approved the recommendation of the Bidder 11 and Bidder T2 as a result of the

evaluation process for the negotiations and award of business, subject a further
endorsement by the Board Acquisitions and Disposals Committee post the negotiation
process.

• Approved the allocation on a 60% - 40% basis, 60% to Bidder 12 and 40% to Bidder
11, subject to a performance clause in the contract.

• Delegated authority to the GCE to sign, approve and conclude all necessary
documents to give effect to the resolution.

Acquisition of 465 Diesel Locomotives

Management took the Board through the submission as contained in the pack. The
submission was taken as read. Management stated that a similar process was followed as
for the Electric Locomotives. The bidders were probed further on the scheduled
maintenance. The purpose of the submission was to;
• Provide the Board with an update regarding the progress of the tender evaluation

process.
• Request the Board to note and approve the tender evaluation process.
• Request the Board to approve the recommendation of the shortlist of tenderers as a

result of the tender and evaluation process for the negotiations and award of business.
« Request the Board to delegate all the necessary powers to the GCE to sign, approve

and conclude all necessary documents to give effect to the above resolutions.
• Request that the Board notes that the above resolutions are subject to

recommendation of the Board Acquisition and Disposals Committee.

Management highlighted the breakdown of the 1064 locomotives to the Board
Management took the Board through the evaluation process and stated that the 465 Diesel
Locomotives were recommended for allocation to Bidder 11 and Bidder 14. Management
took the Board through the evaluation process and stated that the 465 Diesel Locomotives
were recommended for allocation on an equal split, subject to a performance clause in the
contract. The contract is estimated at R13.6bn (excluding hedging costs, escalations and
scope of TE's work).

Management stated that the Board approved the procurement of 465 Diesel Locomotives
subject to Section 54 PFMA approval. The Board was given background on the
procurement process followed, highlighting the 4 bidders who responded. The 6 step
evaluation process followed was as indicated below:

Management stated that the 4 bidders were evaluated according to the above criteria.
Apart from the fact that Bidder 11 and Bidder T4 scored the highest points, their respective
proposals also offered the following benefits to the Company:
• Both bidders committed to Local Content higher than the threshold (commitment for

Bidder 11 was at 61.1 %, with Bidder T4 at 55.5% against a threshold of 55%).
• Bidder 11 scored 92.9% on the technical evaluations compared to the stipulated 80%.

• The Supplier Development commitment for Bidder 11 was 66.15% and Bidder T4's
commitment was 66.7% against a threshold of 40%.

• Bidder 14 proposed the best delivery schedule of all the bidders.
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• Both bidders provided the best Total Cost of Ownership in terms of the elements which
were considered at the end.

• While the scoring for Bidder 11 and Bidder 13 seems very close, the price for Bidder
13 was 32% higher than the price offered by Bidder 11.

Management proposed that 2 suppliers be utilised to manufacture the required locomotives
for, amongst others, the following reasons:
• To promote standardisation of the locomotive fleet to ensure that the Total Cost of

Ownership is minimised.
• To allow for critical mass that would enable successful negotiations on price and other

critical commercial terms and conditions.
o To allow for critical mass that would promote localisation and programmatic

procurement.
• To allow for flexibility in supplier options in future as it prevents monopoly behaviour.
• To reduce legal risks of the transaction
• To reduce the overall contract risk of the transaction due failure of any supplier to fulfil

its contractual obligations.

Management informed the Board that the equal allocation was motivated by the following
reasons:
• There is a growing risk of very high dependency on Bidder 14 due to previous

locomotive transactions. This might lead to a promotion of monopolistic environment
and will reduce the Company's ability to mitigate Total Cost of Ownership over the
long-term. Allocating 50% to Bidder 11 will allow this risk to be mitigated.

• The allocation will promote localisation and supplier development as there will be
critical mass for Bidder 11.

• Delivery risk on Bidder 11 will be mitigated as Bidder 14 has demonstrated in the past
to delivery ahead of schedule.

Management stated that TIA performed gate reviews and ratified all the steps in the
evaluation process as per Annexure A in the submission contained in the pack. Mr
Skosana sought clarity if the 50/50 split was the best route since Bidder 14's rating was
lower than Bidder 7Ts rating. He indicated that the Board needs assurance on the
elements of the 50/50 split as there were big differences in the preferred bidders' scores.
Management stated that Bidder 14's split related to the delivery risk. The delivery risk was
not of significant risk on the Diesels. Bidder 14's has delivered close to 250 locomotives in
advance. In addition, a further player has been introduced to reduce the concentration risk.
The Chairperson was of the view that the key issue for the split was the tenderers' ability to
speed up production and secure the MDS volumes. Mr Fanucchi indicated that the 60/40
split (on Item 4.2 above) will save the Company R40m. Ms Mnxasana stated that Bidder 14
was cheaper than Bidder 11. She supported the proposed allocation to manage
concentration risks. Management stated that Bidder 14's competitive advantage was that it
was already in the system. The price difference was R2.7m per locomotive. Management
was confident that the R2.7m premium could be reduced in the negotiations. The proposed
allocation was premised on the reduction of concentration risk on Bidder 14.

Mr Sharma stated that the Committee approved the allocation, subject to Management's
ability to negotiate a better allocation. The principle will be on the delivery schedule and
total costs. Management should have flexibility to move the order to the other company if
one fails to deliver on-time. Mr Skosana requested the Board to consider all quantitative
issues in relation to the transaction, and sought confirmation if the proposed allocation will
address the concentration risk as he was not fully convinced. Management stated that
Bidder 14's price has always been R10m less than the other bidders. The price will be
interrogated in the negotiation process. The Company will reserve the right to increase
Bidder 14's allocation should there be no adverse findings in the price negotiation process.
Bidder 14's price presents an 11% price difference.

Mr Skosana was uncomfortable that Management's flexibility will not be subjected to
governance structures, and sought guidance on information that will be communicated to V * A*

Group Company Secretary - Confidential Board of Directors 14-1 24 Jan 2014 (Special!

0078-0969-0001-0025

TRANSNET-REF-BUNDLE-04331



CONFIDENTIAL

the bidders. Management stated that the matter will be submitted to the Board on an
annual basis due to the nature of transaction (programmatic procurement). It was indicated
in the RFP that the "Company reserves the right to procure more or less locomotives than
advertised" depending on the market conditions. Mr Gazendam stated that it should be
ensured that Management adheres to the Board resolution. The Chairperson stated that
the 11% differential was excessive; there should be a comparable number post the
negotiation process. The Chairperson stated that the Total Cost of Ownership concept
should still be built into the pricing. It was necessary to understand the Life Cycle costs and
compare the prices, as well as the future cost of locomotives, maintenance and spares.

4.3.10 Ms Tshabaiala sought clarity on whether the 31 March 2014 deadline was a realistic date
for the finalisation of the contract, and Management stated that it was an ambitious date.
However, the Company is under pressure to meet the capital budget and the transaction
will assist. Mr Sharma congratulated the team on pulling the matter together. In October
2013, there were indications that the matter will be finalised by May 2014.

RESOLVED that the Board:
• Approved the tender evaluation process for the 465 Diesel Locomotives,
• The acquisition of 465 Diesel Locomotives estimated at R13.6bn (excluding hedging

costs, escalations and scope of TE's work).
• Approved the recommendation of the Bidder T1 and Bidder T4 as a result of the

evaluation process for the negotiations and award of business, subject a further
endorsement by the Board Acquisitions and Disposals Committee post the negotiation
process,

• Approved the allocation on a 50/50 split, subject to a performance clause in the
contract.

• Delegated authority to the GCE to sign, approve and conclude all necessary
documents to give effect to the resolution.

TRANSNET BOARD OF DIRECTORS MANDATE

The Board noted the Board of Directors' Mandate as contained in the pack.

CLOSE

The Chairperson thanked the Board for its commitment. There being no further business to
conduct; the Chairperson declared the meeting closed at 17:40.

5
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TO WHOM IT MAY CONCERN

CERTIFIED EXCERPT FROM THE MINUTES OF THE SPECIAL BOARD OF DIRECTORS OF TRANSNET SOC LTD
MEETING NO. 13/3 HELD ON 25 APRIL 2013 AT 14:20 IN BOARDROOM 4623, 46™ FLOOR, CARLTON CENTRE,
150 COMMISSIONER STREET, JOHANNESBURG

"1

1.1

12

1.3

1.4

CONSTITUTION OF MEETING AND APOLOGIES

Present

Mr ME Mkwanazi
Mr MA Fanucchi
Ms Y Forbes
Mr HD Gazendam
Mr B Molefe
Ms N Moola
Ms NR Njeke
Mr IM Sharma
MrlBSkosana
Ms E Tshabalala
Ms DLJ Tshepe
Mr A Singh

In attendance

Ms P Difeto
Ms NJ Mabandla
Ms ANC Ceba

Partial attendance

Mr SI Gama
Mr G Pita

Apologies

MrNKChoubey
Ms NP Mnxasana

Chairperson
Non-Executive Director
Non-Executive Director
Non-Executive Director
Group Chief Executive
Non-Executive Director [teleconference)
Non-Executive Director
Non-Executive Director
Non-Executive Director
Non-Executive Director
Non-Executive Director
Group Chief Financial Officer

General Manager: Office of the Group C
Group Executive: Group Legal Services
Group Company Secretary

Chief Executive: Transnet Freight Rail
Group Chief Supply Chain Officer

Non-Executive Director
Non-Executive Director

4.4 Procurement of 1064 locomotives for the TFR General Freight Business

Mr Pita joined the meeting at 14:34

4.4.1 The Chairperson took the Board through the submission as contained in the pack The submission
was taken as read. The purpose of the submission v/as to obtain recommendation for the acquisition
of 1064 locomotives for TFR's GFB. The matter was considered by the Board Acquisitions and
Disposals Committee ('the Committee"). The Committee made inputs to the supporting documents;
however, the amendments were effected post the issue of the Board pack.

4.4 2 Management highlighted, amongst others, the following;
• Most of the current fleet will be retired within 10 years. Refurbishment options to extend the life of

locomotives have been exhausted, and new locomotives should be procured. New locomotives
will yield a number of benefits to Transnet and South Africa such as lowering the cost of doing
business in South Africa and capture value for Transnet.

• The context to 1064 locomotive acquisition was based on the following:
- Undercapitalisation of the fleet since 1990s;
- Limited spend on GFB relative to other rail businesses;
- Ageing rolling stock fleet and infrastructure unable to meet rising demand; and
- Locomotive age beyond 30 to 35 year benchmarks.

• GFB expansion was historically undercapitalised with the focus on the replacement over
expansionary expenditure Given the current trajectory of TFR's fleet runout plan, if there is no
investment intervention, cumulative revenue of R73bn will be at risk by the end of MDS in 2019,
with further revenue at risk thereafter.
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• The NPV for the transaction is R2 7bn (hurdle rate) and R34.1 bn (WACC)
• Risks will be managed within the compiled mitigation plans. Volumes were the biggest driver of

risk, and flexible strategies will be implemented Headroom exists to manage economic conditions
and volume risk. The contracting strategy will be flexible. The purchase could be staged in batches
to meet evolving business needs

• The procurement strategy will be through a transparent RFP procurement process. A six-step
evaluation methodology will be applied, based on the evaluation criteria (Price 60%, Supplier
development 20% and BBBEE 20%). The local content will be increased through the development
of skills, job creation and technology transfer.

• Stringent measures were implemented to enable good governance and mitigate risks.
• The transaction will be funded from the MDS funding sources, and R2.8bn will be needed for pre-

project activities.
• TFR is operationally ready to absorb the new locomotive fleet.

Mr Gama joined the meeting at 14:50

4 4 3 Management indicated that the Committee agreed that the submission will be recommended for
Board approval subject to the addition of, amongst others, the following:
• The award of business will be submitted to the Board for approval.
• A High Value Tender Report will be submitted to the Committee for consideration.
• A holistic presentation on the GFB spend, efficiencies and its impact on MDS will be submitted

to the Committee for consideration
• There will be an annual update on the status of the transaction to the Committee
• Management will provide benefits of the 90/10 vs. 60/40 procurement methodologies.
• Management will provide benchmark models locomotives and wagon efficiencies.
• The contracting strategy will be augmented to cater for a potential economic downturn.
• The introduction of the new locomotives should improve the safety record.

4.4.4 Mr Skosana requested clarity on the proposal to appoint an independent expert on the transaction.
Ms Njeke stated that the Committee concluded that it will not proceed with the appointment of an
independent expert for the transaction; however, certain Committee members were requested to
investigate whether there is a need for an external service provider, considering the internal audit
resources. Mr Sharma stated that the proposal on the appointment of an independent expert was on
the context of, amongst others; assessing the business case on behalf of the Board and
benchmarking the viability of the business case and make recommendations on best practice. The
1064 should be the maximum number of locomotives procured, and it could be less if there are
operational efficiencies. The independent expert will not assist on the governance or procurement
process. Responding to Ms Moola's enquiry, Management clarified that ECAs will be used as an
umbrella and no US-based company will be imposed for the transaction

4.4.5 Management took the Board over the issues raised from the DPE/National Treasury meeting of 25
April 2013 as, amongst others, the following:
• The extent to which the new technology will be applied,
• The ability to convert the locomotives from narrow to standard gauge and the impact of the

conversion
• The extent of harmonising the network between AC and DC locomotives.
• The role of TE in the transaction (concern over potential anti-competitiveness).
• Proposed plans on skills transfer.
• Concern on the volumes.
• Consideration of alternative sources of funding.

4.4.6 Mr Skosana requested details on Transnet's average volume growth in the last 6 years.
Management indicated that growth was minimal as there was no investment in capacity to
grow the volumes Due to the non-investment; growth was at 4% in the last few years. The
Company was on the 'death curve" due to the ageing fleet. However, MDS will assist to
capture the volumes, The market and the product were available. Mr Gazendam sought
clarity on the impact of the liability on the credit rating, the possibility of procuring the 1064
locomotives in 'manageable portions' and the impact of the transaction if Transnet is
privatised (and the impact of the liability on the balance sheet).
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4.4.7 Mr Fanucchi stated that logistics businesses need to be fully in-synch with replacement and
investments. There should be a continuous process beyond 2019 to consistently keep the fleet
younger. MDS saved Transnet from a "death curve". The customers want reliability of service and
cheaper prices. There are certain markets that will not be won from rail to road due to the nature of
the services required, eg the parts and accessory distribution for trucking and some FCMG market.

4.4.8 Management stated that MDS referred to fleet renewal, and the fleet numbers remain unchanged.
The Company decided to shift from small scale procurement to a programmatic purchase so that the
manufacturing facilities are concluded at once. The 1064 locomotives will be procured over a number
of years; based on the prevailing economic conditions. The contracting strategy will allow for flexibility
over the 7-year period. The Company will not procure the locomotives from a single supplier.

Ms Tshepe was excused from the meeting at 15:30.

4.4.9 Management indicated that the risks will be managed through a flexible contracting strategy, and
contingent stock in an economic downturn will be considered. Standard & Poor will release a report
in two days' time, and there were certain portions of the report which were favourable towards
Transnet. The draft Standard & Poor report was read out to the Board which indicated that "funds
from operations ('FFO") will be a key critical indicator, and will need to remain above 16%" (currently
at 18%) Standard & Poor will review FFO to determine whether the Company can execute MDS. Ms
Tshabalala enquired about the cost of maintenance if there are various suppliers Management stated
that the Company will have Maintenance Service Agreements. The IP will be transferred to Transnet
to ensure that TE can assist with maintenance. The benefit leakage PPPFA vs. Transnet's
methodology is a R20bn multiplier effect.

Mr Sharma was excused from the meeting at 15:40.

4.4.10 Ms Njeke informed the Board that there were two additional provisos from the Committee; operational
efficiencies and a marketing strategy to be attained on year 1 of operation Mr Gazendam stated that
the gauge question is related to a potential market for the Company. Management will compile a
PFMA application, which will be submitted to the Board for information purposes, DPE sought to
understand what the fall-back position will be if the Company cannot execute the plan due to balance
sheet shortfalls, in which case the leasing options in the procurement process will be considered.

BUHLE NDLOVU
Deputy Group Company Secretary
Date: 5 April 2018

Mr Singh

RESOLVED that the Board approved the following:
• The business case for the acquisition of the 1064 locomotives for TFR's General Freight Business

at an estimated cost of R38.6bn as per the Corporate Plan (excluding potential effects from forex
hedging, forex escalation, and other price escalations).

• The submission of a PFMA application to the Shareholder Minister for approval. 13/3/4'

Certified a true excerpt.
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EXCERPT FROM THE DRAFT MINUTES Or THE MEETING OF THE TRANSNET FREIGHT RAIL
INVESTMENT COMMITTEE (TFRIC), HELD IN THE XIVONO BOARDROOM, INYANDA 2
PARKTOWN, ON FRIDAY 09 MARCH 2012 AT 09HOO.

13.9 Procure 1054 locomotives for TFR General Freight: R43 373 billion

The committee RESOLVED to support the business csse subject to
f Rephrasing the key assumptions (clajse 5.6)
o The business case being reworded.
» The checklist to be signed off by tine relsven! parties
e The financial mode' to bs included in the business csse.
• The retention percentage to be reviewed.
• The expansion and susl3rn:r,g components to be revis.ved.

o
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Odes uTc'ulthuia Khureto, Gx-.f, Carp3nyScs;e*ery

TO WHOM IT MAY CONCERN

CERTIFIED EXCERPT FROM THE MINUTES OF THE BOARD OF DIRECTORS OF TRAHSrlET EOC LTD F.lEcTli.'G
NO. 12/3 HELD Oil 25 APRIL 2012 AT 08:30 IN THE V* FLOOR BOARDROOM, PORT TERMINAL BUILDING,
WGQURA CONTAINER TER.M!?ML PORT ELIZABETH

"1

1.1

CONSTITUTION OF WEETIMG AJID APOLOGIES

Prawn t

1.2

1.3

1.4

8.15

815.1

615.2

MrBMofefe
MrNKCho'Jbey
MrMAFarvjcchi
M3Y Forbes
Mr HO G-azendam
MsNBPGcsba
MrBDM'dwanazi
Ms T Mnyaka
Ms N Moola
MrMPMoyo •
Mr A Singh
UsETshabslala
f/s DLJ Tshepa

In attendance

Ms P Difeto
MsANCCeba

Partial attondance

MrJG(Pal)Martns
Mr 0 Gqubute
Mr M Chef:/
Mr E Thomas
Mr D Molapo
Ms M Chokoe

Apologies

Ms MR Ntshingila
Mr IM Sharma

Group Chief Executive
non-Executive Director
Non-Executive Director
Non-Erecut'rva Director
Non-Executive Director
Nor>Ex2Cutvs Director
Mon-Ex=cutiV3 Director
Non-Executive DirEdor
Non-Executive Director
Non-Ex5cutive Director
Acting Group Chief Financ'ai Oincer
Mori-Executive Director
Mon-Exacutive Director

Gensrs1 Managan OT,X> of the Graup Chief Executive
Group Company Secretary

Director. PaxAfrica
Senior Researcher. PexAfrica
General Manager. Africa
Executive Manager: Supply Chain
Consultant M< Consulting
Executive Manager; Suppl'er Devs!oprr,eaf.

Non-Exea'tivo Director
Non-Exscuti/e Director

Procurement of1C64GFB locomotives

Management look the Ecard tr.rough tne submiss'on as contained in the pack. Ths subm'ssion v/as
taken as read. The submission v/as recommended by the Board Acquisitions and Disposals
Committee to the Board for approval

The ChaYman indicated that the Board Acquisitions a'ld Disposals Committee reccnmended tha*.
Mr Skosana be co-opted into Lhe Board AcquiaitJons and Disposals Committee to provide finarc'a'
expertise in the procurement of the 105-1GFS locomotives

RESOLVED tnat the Board approves the following.
o The process that v.ill be followed for the acquisition cf tr^ 1064 GFB Iccomotives v.iLi reference

to procurement strategy and process, Capital and Financial Risk, subject to FFMA approval,
o Delegates authority to the GCE to approve the issue cf the RFPs sutj-xt t ; PFMA approval.

CaCcr.Canw
150 Ccwrjslcr.sr
Str.et

P.O Ecx 7i£C1
PairAw, JcfcarzstLrg
SxOAJxa,2t22

T.-j!!sr.3lS0CLtd

19SGC0KCCO3

2001 F -271". 3C8 2S33

Cimctors: LC h'Jxx (Oiyjere:,-,) S! G&TO' (Grec? Ovrf ExsaEw) Y Fcites AC K.r.!ay GJ ViVa'etJ =£3 fv tU t ja 2A .Sogd iVVWiOT>af8SMRitfct.j

Crc*-t) Carxcry S^cnU

0078-0969-0001-0031

TRANSNET-REF-BUNDLE-04337



30

Office of Kokuthula Khumafo, Group Company Secretary

The co-opting of Mr Skosana Mo the Board Acquisitions and Disposals Committee to assist
with financial expertise on procurement activities for the 1064 GFB locomotives. 12/3/15s

true excerpt.

NtfKl/THULAKHUMALO
Group Company Secretary
Date: 6 April 2018

1O

Rg$sis3ba\ Hunter
19SC/M0S0MO

150 Cornnssicner
Street
Jchanr.es berg
20C1

r.u. t&x itLiil)
Parfcview. Jefanresbuig
South Afcca, 2122
T-27 11 308 3001
F»27 11308 2638

Directors: LC Maoaso (Charperscn) SI Gama' (Group Chief Executive) Y Fcntes AC Kxtey 6J Mahaleld PEB Mathekga ZA Najdae VM XVonyane 3M Badebe
GJ Rla1 (Ctsef Firardal Officer)

v.vw.trsnsnelnet

Grouc Conpany Seoetan NE Khmak)

0078-0969-0001-0032

TRANSNET-REF-BUNDLE-04338



1
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TO WHOM IT MAY CONCERN

CERTIFIED EXCERPT FROM THE MINUTES OF THE SPECIAL MEETING OF THE BOARD ACQUISITIONS AND
DISPOSALS COMMITTEE NO.13/04 HELD ON 23 APRIL 2013 AT 09:00 IN BOARDROOM 4703, 47™ FLOOR, CARLTON
CENTRE, JOHANNESBURG

CONSTITUTION OF MEETING

Resolution No/
For Attention

1.1

1.2

1.3

1.4

5.1

5.1.1

5.2

5.2.1

Present

Mr IM Sharma
Ms Y Forbes
Mr ME Mkwanazi
Ms NP Mnxasana
Ms NR Njeke
Ms DLJ Tshepe

In Attendance

Mr A Singh
Ms P Difeto
Mr G Pita
Ms N Khumalo

Apologies

MrBMolefe
Ms NJ Mabandla

Partial attendance

Mr SI Gama
Mr T Jiyane

Chairman
Member (video conference)
Member
Member (teleconferen*
Member
Member

Group Chief FJ&r
General Ma|^ger:,^ffice §fthe Group Chief Executive
Group Cfvef Supply' Chajri Officer
Deputy Gf.ou >y Secretary

Group %$$ Etfbutive
'me; Group Legal Services

Chigf Executive: Transnet Freight Rail
Chiif Procurement Officer: Transnet Freight Rail

Procurement of 1064 bcprjiotives for the TFR General Freight Business

[em 5.1 below Item 5.2.The item was

Update onjhje wfcMrawif of the PPPFA exemption
Management provided feedback on the developments pertaining to the withdrawal of the
PPPFA ̂ mpt ion^ id ica t ing that a meeting was convened between the Chairman of the

^ ^ ^ n t (Messrs Singh and Pita) and the Director-General of DPE ("DG"),
The focus wason the designation of 100% localisation which will allow SCAW to charge
30% more on bogie castings (and create a financial impact on the Company) and the
potential impact from the premium on the locomotives for CSDP. On average, there is a 2%
premium anticipated on locomotives; however, this can be as high as 8% depending on the
components.
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5.2.2 Management informed the Committee that the DG was satisfied with the update and he
undertook to co-ordinate a meeting between the Minister of Finance and the Shareholder
Minister. Unfortunately, the planned meeting did not materialise. Management drafted a
letter on behalf of the Shareholder Minister as a brief for a meeting with the Minister of
Finance, highlighting the Company's support of the National Treasury initiatives, the
unintended consequences of the withdrawal of the PPPFA exemption on SOCs, and further
motivating for an exemption on the locomotives.

5.2.3 Management informed the Committee that the GCE initiated a similar process with the
Accountant-General. In short, National Treasury was receptive of the presentations made
on the impact of the withdrawal of the PPPFA exemption and the required urgency in
finalisation of the matter. Certain documentation, amongst others, the 1064 RFP and the
PWC Analysis on the premium were submitted to National Treasury as supporting
documentation in support of the PPPFA exemption. National Treasury sougt&guidance on
whether the Company will accept an exemption with terms and conditions relating^fe|h|2%
premium. The outcome of the request is still awaited. •i&mmx^S^'

5.2.4 Management advised the Committee that the 2% premium is exclusive of t ieJ0% increase
that the Company will endure should it adhere to 100% localisatioriblipurcfiasing steel from
SCAW. The surcharge on SCAW will be approximately 35% iMlie PPHFJ, ^applied, and
not the Company's 60/40 methodology. From the analysis, iUipaeared astiiough applying
the Company's methodology will make economic sens#*witri:the 2% premium. For
localisation in line with the current PPPFA, the Company wiil.be competed into procurement
of uneconomical^ viable components, if procured within the Wttnlry.

5.2.5 Management stated that correspondence to the S%re'hdicier;:Wiriister indicating CSDP
related benefits will be drafted on behalf of the Ch$(rmair?;Qf4he Board. Furthermore a list of
advantages emanating from the Company's procurement methodology will be prepared and
submitted to the Shareholder Minister as requested,# £r

The Committee noted the feedback. ;;,; V i % v ; #

5.1 Procurement of 1064 locomotives for',tho TFR General Freight Business

Messrs Gama and Jiyane joined the meeting at 9;fS

5.1.1 The Chairman stated that due to |)ie sfce and scope of the transaction it was incumbent on
the Committee to provide oversjsjfitapd governance. The Committee appreciated the robust
and rigorous processes undeitakenlffthe implementation of the procurement process. The
Committee v/ill deal with J|e awar|i,of business and contract finalisation, subject to the
Board's approval. Mr Mkwana^i,,requested Management to ensure that the S54 PFMA
process is i " " ""'*'

5.1.2 Management took the Ctiinmittee through the submission as contained in the pack. The
submission was^tertenmr^ifeMansgement considered various options, and the findings
indicated that tfje C o m p l y has to recapitalise the railway and the locomotives. Capex
spend in this reifard has beln low; including refurbishment of the fleet. Continuing with the
situation "ascis" is^Ql^wfable option as it would have severe impact on the Company's
revenue/ithe Company plans to invest in 1064 new locomotives (465 diesel and 599
electric)|pe designpife of a locomotive is 30 years and the average age of the current GFB
fleet is 3%ears.. J j ie available fleet is inadequate for the attainment of MDS targets and the
proposed roadtd rail initiatives therefore the ageing GFB Fleet must be replaced.

5.1.3 Management indicated that three main socio-economic development objectives that will be
met v/ith the acquisition of the 1064 locomotives were:
• Value creation for the Company in that:

Transnet SOC Ltd Cartton Centre P.O. Box 72501
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- The project will deliver 170mt by 2018/19FY and assist the Company to achieve
MDS targets;
Top-line growth;
Enhanced return on assets; and
Improved environmental footprint.

• Lower the cost of doing business through operational efficiencies which will expedite the
shift from road to rail and achieve customer satisfaction.

• Create approximately 28 000 direct and indirect jobs with an added economic impact of
R68bn through local supplier development programme.

5.1.4 Management informed the Committee that due to the magnitude of the project and the
dependence of MDS on capacity creating capability and the risks inherent to the project, the
Company employed the services of transaction advisors. The aim is to have a fair and open
procurement strategy for locomotives which is value generating and capable tj^yithstandirjg
scrutiny from any interested and affected party. Management developed a progrgmmaiic
procurement strategy which was approved by the Board with the fo|dviQg>a^Wkey
features: *% i^t:^
a) Alignment with government's socio-economic policy framework^,,. 1|;[
b) Skills development, job creation and localisation at 55% forjjasetl{||j.60%for electric

locomotives. 0, ^%-"
c) Open and fair procurement process which will maximise^alu^for the Company.
d) An evaluation method v/ill consist of the following criteria price af &0%, Supplier

Development at 20% and BBBEE at 20%, respec t i ve l y^^

5.1.5 Management indicated that the locomotives will suppofU[hj Company's road to rail initiative
by providing a reliable schedule for railway service, ffiiS;|.wiil attract volumes for the
achievement of MDS targets. Management a<fvisedj$rie Committee that from a financial
perspective the Company has a positive NPV'c^iptfbn, |md an Internal Rate of Return of
19%. There were various risks associated .wftyhe prbjec|.;;Stress tests were conducted and
mitigation measures were in place. Keyjjisks wetd, amongst others, volume risk, delivery
schedules, tariff and foreign exchangers economic downturn was also identified as a risk,
however, commodities like manganese., iranjore and Eskom coal give the Company comfort
that there are goods that could bSitraMportedinibulk for distances greater than 200km.

5.1.6 Mr Mkwanazi sought clarity on V;hethor long-term price risk was factored when contracting
with the customers; in the lonstterr0i;;R38bn could be multiplied by 1.5 times. Management
informed the Committee the^rice'risls was insignificant; however, it will be mitigated. Further,
if there were price changes of fes; [ocomotives were not delivered timeously, this will affect
the Net Present Value-,||di v.'ill Impactthe Company's financial ratios as determined. Delivery
schedules and volumes%ve the biggest impact on NPV and cash interest cover ratio.
Sensitivity lesting^/as^ndu'c^sd on both the business case and the Corporate Plan. The
price is on basejjhflation, and it will be adjusted for forward exchange.

5.1.7 Management informed the Committee that the 1064 locomotives will be needed to reach the
set volumSftaigets^SnSuId the volumes change, the number of locomotives will be adjusted
accordingly. Therejis headroom for flexibility in the programme should volumes not be
realisedWhe plan i l . b negotiate the matter with the successful service provider, and ensure
that there :!J.no:xcdntract cancellation. The delivery period can be extended whilst the
consignment remains under the supplier's possession, the penalty can only be time value of
money, There will be no consequential damages and loss of profit.

5.1.8 Management informed the Committee that the RFP will be issued on the basis that it can be
evaluated with or without PPPFA exemption; 90/10 if the PPPFA is applied and on 60/20/20
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if the Company is granted the PPPFA exemption. Management was advised that closing the
tender without the PPPFA exemption will not pose a problem. However, it will be crucial to
obtain the PPPFA exemption within six weeks into the process. Management v/ill submit a
legal opinion at the next meeting to explain the legal position since the Company issued the
RFP prior to the expiry date of the PPPFA exemption.

5.1.9 Ms Tshepe enquired whether the benefits of the business case would change if the 90/10
criteria is applied to award a contract if National Treasury does not grant the exemption and
the legal advice states that having issued the RFP prior to expiry dates has no effect on the
decision. Management stated that according to the analysis conducted by PWC, indications
are that there will be a 2% premium from the application of the Company's procurement
methodology in the acquisition of the 1064 locomotives, which amounts to R400m against
an investment of R70bn into the economy.

5.1.10 Management informed the Committee that in terms of good governance a HWk:process.;fe
in place with a dedicated PMO based in TFR and a Steering Committee under the'lelciephip
of the GCE. The governance process that has been established and a pr^cu'feft|§.r||:||rategy
compiled to ensure amongst others, value maximisation, transparency aniifai/riesV.'A HVT
process, which has a two pronged approach, has commenced. It wili-ibj esslftial to provide
assurance against fraud and corruption. The HVT Report will bej t lbmit icHo.f t Committee
for information, in due course. Ms Tshepe commended management onfiie governance
processes. Ms Mnxasana endorsed the project; she was content"vvitlvlrje listed benefits, the
six step evaluation methodology on the programmatic strategy. "%

Ms Mnxasana was excused from the meeting at 9:57.
4 : SB

5.1.11 Ms Forbes commended management on a well prejerited business case and raised concern
on the transactions risks and dissemination of infofjfiation oouj}]e.d with escalation and notice
periods, should there be incidents in the data-room. Hj|concern was on the ability to monitor
and the monitoring intervals. The notice procesteslnd escalations were not evident in the
presentation. Management indicated that.toCoiniip'anylwill consider the monitoring tools
and ensure that risks are mitigated. # ' "s

 o *'
<?: '$ ' *

5.1.12 Management stated that the interdeperosncies have been addressed, particularly the role
of Human Capital forthe provision oftfajji driverawHen needed and TE's delivery of services.
Wagons will be essential for the mpvemtnYofloc'omotives and the infrastructure. There were
plans in place to ensure that a.|lhe icJontifieci challenges are addressed prior to the delivery
of the locomotives. The impaci-.9l.tijf locomotives v/ill show the integration of the initiatives
as listed in the Corporate Plarj. f rie^a.gon built programme was under the management of
TE and it is progressing smootf%,. ^

5.1.13 Management informetj%£:Comfiiiti.ee that there will be no additional funding needed, the
budget was incorporated iri-the.Corporate Plan. In response to the question of the findings
of the E&Y RerjgftT Management advised that the maintenance costs emanating from the
refurbishment E$ogramme|ir7ere conducted as part of the previous strategy, and it was
adequate at the%ne. Thisjthen necessitated the change of strategy to MDS to unlock the
capability:;|;o

::c!eliverm6^e; volumes.
5.1.14 Ms Forties advisecf|he Committee that it will be essential to understand the pipeline and the

market dernand thafthe Company will have to satisfy to reach the targeted levels of volume
growth. ManagsriWnt indicated that the estimated figures were conservative. The Company
is in a position to aim for a greater market share than currently stated. With the road to rail
initiative, the Company was targeting goods that can be transported for distances greater
that 200km. The food and food processing sector was excluded due to the required short
distance travels for hygiene reasons and other factors. Management informed the
Committee of discussions with Massmart and the likelihood that the Company will capture
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part of the FMCG; although the food and food processing sector were not on the plans in
the presentation.

5.1.15 Management will amend information on the 7 Year Commodity Growth on p66 of the
submission in relation to the figures on the Agriculture and Bulk Liquids ("ABL"). The figures
on the highlighted lines were included in the Corporate Plan. There were other commodities
in the ABL that were not taken into account. Ms Forbes was concerned that she tried to
ascertain an indicator on the pipeline and the demand for sales. She sought comfort that the
decision to earmark the identified commodities will bear fruits in terms of sales. Management
advised that it was conservative in choosing the key commodities that the Company plans
to capture. If the locomotives are procured, the Company will be enabled to secure greater
market share than currently forecasted. The figures and commodities identified were not
fixed; and they will be reviewed when necessary. Management advised that to achieve
oversight, the annual corporate planning processes and the contracting p%>£ess will Jjp
triggered to ensure that there is no overcapitalisation. A holistic view of the G F " S ^ i
will be submitted to the Committee for consideration in due course. # ^

5.1.16 The Chairman advised that as market conditions and the economy cha|gg^r the'project
should be reviewed accordingly. Ms Njeke enquired whether the V%gon c'y||e times were
benchmarked and recommended that they should be includecJJJh thf%|cie 8ft risks. High
efficiencies are expected with the introduction of the new f leeUpM the Conip'any maintains
good safety standards. She further sought guidance on whemenftei:|rpject was dependent
on commodities coming on stream and if the investmenf%a| reliant oBsome agreements
from customers that will be transporting commodities. Manageitigpt informed the Committee
that there will be a combination of the old and new fle||?Th9r&wliie good efficiencies from
the locomotives and 7 days is the best performance bf%Qrld class standards. There were
49 GFB contracts, and 21 have been signed. O n j f Tajje or Pay" basis, the Company plans
to narrow the gap due to the preference of a h]||er j{pshoj|.

5.1.17 The Chairman emphasised the importance..^ fesiobmajting in the operations. The new
machines can be rendered inefficient if.J$fmW^jpit#$s not up-skilled. There is room for
improvement in the enhancement of(||erationai%ficiencies. Management informed the
Committee that the new machines_,wiir::|t|3:vide t|Jf Company with efficiencies that were
previously unavailable. It will enabfP^anagfi^ni to save time and achieve efficiencies.
There will be improvements on :'0 time §;rnva|s:l and operational efficiencies from a myriad
of factors. j F ,J? '*

5.1.18 Ms Tshepe sought clarity on the:f&||wing issues:
o The impact of the renewed:investment by logistics companies to the market-share that

the Company is pfenning u;>-w v:i---
• Whether there is arif Injicldle ground between a "do nothing option" and acquisition of the

1064 locomoJj:pSi;^j|ci':r%.l.esser number was stated in the document.
• The role of j | t , its stra|§gy and if it would impact on the OD's plans of shifting towards

manufacture^ instead I f maintenance,
o If the employWaftt nudroers were dependent on the bidders information as the extent of

the djrect or in^jrect benefit was not certain.
• The|jTipact of J% 90/10 rule on the socio-economic benefit,
o Furtntr.detail,$i the 2% premium.
o Clarity on trie evaluation methodology.

5.1.19 Ms Forbes was concerned about the reduction of training days from 22 to 6 days in terms of
human resource development, and its impact on the quality of drivers, the current shortfall
on the number of train drivers and the closure of depots.
Management responded as follows:
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• An independent view on TE's capabilities from a proficiency point of view was sourced.
TE will be involved with the under-frame, body, control systems, assembly and leave
other aspects of the locomotive to the private sector. The allocation to TE will be 27% of
diesel and 33%, respectively. It would have been ideal to include the TE's allocation and
role in the RFP for potential bidders to be aware; hov/ever, time did not allow. That
information sharing process v/ill be undertaken during the post tender negotiations.

• The study from the University of Stellenbosch produced 28 000 of direct and indirect
jobs, including downstream benefits. The numbers were conservative; it v/ould have
been higher if it v/as conducted in direct proportion to MDS.

• For the 2% premium, there could be 70% localisation for diesel and 77% for electric over
the contract period. Bogeys can be localised and certain aspect of wheels in-housed to
a certain extent. Costs of localisation were approximately 8% for certain components.

o The evaluation methodology previously approved by the Board is Price;J|p:%, Supplier
Development: 20% and BBBEE: 20%, respectively. ^%;>, i f

o Benefit leakage calculation is approximately R1 Obn as localisation i|;Q^1|%.colllB the
premium. A proper cost analysis to be prepared for the special Board rneeting'on 25
April 2013. <,,. %f

• With the new locomotives, there will be no need for train assjstafitS|:This'%s omitted in
the business case as the matter was still under discussionjwith LaboufiiTlfe new trains
are digital. Management is aiming for graduates from the|jni%sjty of Technologies. As
the first line of defence, the same people should be'jable to :fixj|he basics prior to
summoning technicians. ~4%:.,

o The Company has acquired 19 simulators for tiig;Schop!:Q|F|ail. The courses are for
refresher training and the modules have been up3ate|:.acc6'rclirigly, hence the reduction
of training days from 22 to 6 days. The traindfivers Wiibe;categorised according to D,
C and A upon qualification. & /f v

5.1.20 Mr Mkwanazi v/as uncomfortable with the fuMirj§' aspjct of the project. Management
informed the Committee that normal esqMa(iq;}Ss aniipbrex are the two things that will
influence the price. With the previous .-tfansactidB^i Management requested a fixed price
contract. For this contract, it will be a I6ngcr,timefra|fie. However, the price will be fixed. For
a rand based contract, the supplier \^H hedge^g.djfie Company will aim for a fully fixed price
contract. The strategy v/ill be for,<|he supplier, toiiedge from its balance sheet. There v/ill be
no massive price change duejp the benchmarks undertaken and there v/ill be no testing of
the locomotives. On the subrfi&sic/rjbf the project for award of business, Management v/ill
table the current price andiihe ferwajd price (due to market conditions) to the Committee.
ETC contingencies will catertoitjviinor-design changes. The Chairman proposed that as a
funding option, ManageffipntsiKJuiii^onsidera lease back option which v/ill guarantee fixed
price from day 1. Ms Njefeadvised Management to focus on the marketing strategy for the
success of the projsatreycnihough the project was not at implementation stage as yet. She
also stated thajfthe project-should, amongst others, increase safety standards and curtail
the derailments'!^ U

5.1.21 Managen};3riPadvised:;the Committee that the project exceeds the materiality and
significance framework threshold it v/ill therefore be dealt v/ith in terms of section 54 of the
PFMA, aj|d approvp! v/ill be sought from the Shareholder Minister. Management informed
the Comrniii.ee: ihM there was a Steering Committee established in DPE (comprising of
people from ffansnet and DPE) to deal v/ith all section 54 PFMA approvals and the
Company v/ill submit the list for the current financial year. The Committee comprises of
people from both Transnet and the relevant department. A meeting has been convened for
30 April 2013, where the business case will be submitted for consideration. National
Treasury v/ill also send a representative to the said meeting to manage its interests.

Transnet SOC Ltd
Registration Number
1990/000900/30

Cariton Centre
150Cominissk)ner
Street
Johannesburg
2001

P.O. Eox 72501
Parkvie-*, Johannesburg
South Africa, 2122
T+2711 308 2466
F+2711308 2633

Diicctafs: LC M3£.?s; (Chairperson) S: Gara* (Grcup Cttd EJ£CJ'.\S) Y FcrSes AC Kr i ^ 1 GJ Ji i 'v ' ia^ FEB .VU'^.j-i ZA ̂ i s e VM Nkcrysra SJJ. toiifco v,v»"4.transnei
Gi ftte'faiftf financial Officer)
"Executive

Group Company Secretary: ME Khumalo

0078-0969-0001-0038

TRANSNET-REF-BUNDLE-04344



37

5.1.22

5.1.23

Management indicated that the plan is to discuss the business case detail at the August
2013 Board workshop.

The Committee agreed that the submission will be recommended for Board approval subject
to the addition of the following:
• The award of business v/ill be submitted to the Committee for recommendation to Board

for approval.
o The signature on the contract must be subject to the Committee and the Board.
o A HVT Report will be submitted to the Committee for consideration.
o A holistic presentation on the GFB spend, efficiencies and its impact on MDS will be

submitted to the Committee for consideration.
» There v/ill be an annual update on the status of the transaction to the Committee.
o The Committee v/ill conduct an annual review/approval of the locomotives and wagons

programme. ^%h : , /ff
o A presentation on the benefits and the benefit leaks will be tabled a] the specigi/.Bpard

meeting on 25 April 2013 for consideration. ^ ^ ^ I f e : >v

Certified as true excerpt.

BUHLE NDLOVU v
Deputy Group Company Secretary
Transnet SOC Ltd l.
Date: 05 April 2018', } ;

Messrs
Singh/Gama

The Chairman requested that the presentation to the special BoSi#meeting on
25 April 2013 should include the amended business case v/ith iqgMrpm.thelJpmmittee as
stated above. A slide presentation on the PWC Analysis on Ih^ premiuni;;Sl\oujci accompany
the submission. He requested the Committee to consider Ihejppoinjment of an independent
expert to advice on the finance, technical and operationalaspects"bt;|he transaction as an
independent sounding board. He highlighted the need%>be able to assess and vet
assumptions and mitigation measures presented by Managemeg.j, Mr Mkv/anazi informed
the Committee that PWC was involved in the tr&iflctidrt^rtividing expert advice to
Management. The terms of reference for the appoihlrneTi&jtan independent expert will be
formulated and finalised by the Board Steering .C$'mmjpe comprised of the Chairman of the
Committee, Chairman of the Board Risk Cof%itta£'and$1r Singh. The Board Steering
Committee will assess the skills required agd.|ppi^:Q|,aj|rvice provider. The expert will be
appointed to assist the Board. ^yMSi:i%:, " ^ Mr Singh

RESOLVED that the Committee recommended tha|the Board approves following:
o The business case for the acquisition of fee .1p4 locomotives for TFR's General Freight

Business at an estimated cos|,of R3^.6bn aiperthe Corporate Plan (excluding potential
effects from forex hedgingr-|5fex §scaiatiqn, and other price escalations), subject to the
amendments proposed i i i%r l |# '6 .1 .22 above. 13/4/1"

Transnet SOC Ltd
Registration Number
1S90700O90Q£O

Cariton Centre
150 Commissioner
Street
Johannesburg
2001

P.O. Box 72501
Parkview, Johannesburg
South Africa, 2122
T+2711308 2466
F+27113082633

D j tc iars: LC Mdtaso !CJi;r>perscn} Si GSTS* (Grc -̂p CS&f Execute) Y Fortes AC YJcky GJ ' . 'ur i^ 'a F£3
Gi Rta* (Chid Rrancial Officer)
'Executive

Group Company Secretary: ME Khumalo

j V\! N te /arc SM Rsdabe

0078-0969-0001-0039

TRANSNET-REF-BUNDLE-04345



Office of Buhle Ndlovu, Deputy Group Company Secretary
IRANSNEr 38

TO WHOM IT MAY CONCERN

CERTIFIED EXCERPT FROM MINUTES OF THE MEETING OF THE BOARD ACQUISITIONS AND DISPOSALS
COMMITTEE NO.14/1 HELD ON 24 JANUARY 2014 AT 11:50 IN BOARDROOM 4902, 49™ FLOOR, CARLTON CENTRE,
JOHANNESBURG

Resolution No/
For Attention

"1 CONSTITUTION OF MEETING

Services
Group Chief Executive

1.1 Present

Mr IM Sharma
Ms Y Forbes
Mr ME Mkwanazi
Ms NP Mnxasana
Ms NR Njeke

1.2 In Attendance

Mr B Molefe
Mr A Singh
Ms NJ Mabandla
Ms P Difeto
Mr G Pita
Ms N Khumalo

1.3 Apologies

Ms DLJ Tshepe

1.4 Partial attendance

MrSIGama
Mr CA Moller
MrT Jiyane
Ms D Strydom

Mr M Mahomedy
Mr M Abdool & l |FWfeWianc ia l Officer: Transnet National Ports Authority
Mr R Basson ... " ' g e n e r a l Manager, Project Execution: Transnet Capital Projects
Ms N Ramcha# ' ^ ^ l ^ Cmef Planner: Transnet National Ports Authority
Mr D Kalan | : ^General Manager: Group Account Management
Mr 0 Mattheusfk J?General Manager, Supply Chain: Transnet Engineering

5.1 Supply j f f t fc NewiJflsel Locomotives for the General Freight Business

Messr^0ama an^liyane joined the meeting at 11:55.

5.1.1 Manage#fig ĵti.,ĵ cw the Committee through the submission as contained in the pack. The
submission was taken as read. The purpose of the submission was to request the Committee
to:
• Note an update to the Committee on the progress on the tender evaluation process.
• Review and recommend that the Board approves the tender evaluation process and

methodology.

Chairperson
Member
Member
Member
Member

Group Chief Executive
Group Chief Financial Officer
Group Executive: Groupjjup
General Manager: Office B
Group Supply ChaiglJfficer
Deputy Group Cqjfpanyjfec

Member

Chief E w ^ v e ? ^ p B n e t Freight Rail
Groj|'Execw|^Transnet Capital Projects
Gjfieraj;$lanageT Supply Chain: Transnet Freight Rail
SentoriJianager, Capita! Planning and Governance: Transnet

Ge1$$||l Manager: Group Capital Integration
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5.1.2

5.1.3

5.1.4

• Review and recommend that the Board approves the shortlisted bidders as a result of
the evaluation process for negotiations and award of business.

Recommend that the Board delegates authority to the GCE to sign, approve and
conclude all necessary documents to give effect to the requested resolutions.

Management informed the Committee that Bidders T1 (CNR Consortium/Unincorporated
Joint Venture) and T4 (General Electric South Africa Technologies (Pty) Ltd) obtained the
highest scores in the evaluation process. The plan was to split the contract amongst the 2
bidders in equal terms. The value of the tender award is estimated at R13.6bn excluding
VAT, hedging, escalation costs and costs of TE's scope of work. All bidders met the
minimum threshold of 80% and complied with all the mandatory requirements in specification
as indicated in the table below:

WHAT IS BEING MEASURED
B8BEE SCORE CARD
SD
Further Recognition Criteria (Current)
Further Recoanition Criteria (Future)
Price (Total Cost of Ownership (TCO)
excluding unscheduled and excluding
scheduled maintenance and excluding
bonus point allocation)
TOTAL SCORE

WEIGHT
10.00
20.00
5.00
5.00

60.00
100.00

T1
6.00
13.23
0.60
144

T2

•75 3 7 1 t 40.93 6276

Management informed the Committee that in addition to scoring the highest scores, both
Bidder T1 and Bidder T4 will provide benefits to \\-^ P'lpvnnv as per respective proposals.
The benefits were highlighted as follows:
o The Local Content committed by bot|$;:'bidders was higher than the Company's

requirement of 55%. Commitment for Bidcfcr§| wasjn . 1 % and Bidder T4 was 55.5%.
• Bidder T1 scored 92.9% on technj0^| |ua1ib|£ compared to the stipulated 80%

threshold. |f ' %
• The Supplier Development comrfm$pent for .grader T1 was 66.1%, and for 66.7% for

Bidder T4 against a threshold & J ^ % " ? % ^ F
• Bidder T4 proposed the besf;:tieliv1§i^he1!ule of all the bidders.
• Bidders T1 and T4 providpf thejfcest tofol Cost of Ownership in terms of the elements

which were considered a1't|g|$id
• While the scoring for 8fe(d.ersT%^nd T3 seemed very close, the price for Bidder T3 was

32% higher than the pric¥Q|gr^ai)y Bidder T1.

Management informe'd^ie Commfrjiee that the scope of work for TE will be developed as
part of the post .tender Negotiations On conclusion of the negotiation process, the
contractual infer ni^iion amim^ntenance agreements will be submitted to the Committee for
recommendation to Boaffl. Management motivated for a split of business, due to the
following reasons;, ^
• There vtas an fmmfrient risk of high dependency on Bidder T4 due to previous Ixomotive

tra||act:ons. %iis might potentially lead to a promotion of monopolistic environment, and
wili|educe thsMbompany's ability to mitigate Total Cost of Ownership over the long-term.
Allocating 5')',i of the contract to Bidder T1 will allow this risk to be mitigated.

» The allocation will promote localisation and Supplier Development as there will be critical
mass for Bidder T1.

• Delivery risk on Bidder T1 will be mitigated as Bidder T4 has previously demonstrated
capability to deliver ahead of schedule.
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5.9

5.9.1

5.9.2

5.9.3

RESOLVED that the Committee recommended that the Board approves:
• The tender evaluation process and methodology for the 465 Diesel Locomotives.
• The shortlist of the award of business to Bidder T1 and Bidder T4 for the supply of 465

Diesel Locomotives, subject to successful contract negotiations.
• The split of the award of business to the above suppliers on equal basis, subject to a

performance clause in contract.
• Delegated authority to the GCE to sign, approve and conclude all necessary documents

to give effect to the resolution.

The Chairperson requested that Items 5.9, 5.2, 5.3, 5.4, 5.5, 5.7, 5.6, 6.1, 5.8, 6.2, 6.3, 7, 8,
9 and 10 be dealt with next. These minutes reflect the order of the meeting

Acquisition of 599 Electric Locomotives

Management took the Committee through the submission as containej|..jjrx.the pie&f ?l he
submission was taken as read. The purpose of the submission was to requ|^!r||s§QpTiittee
t0.

• Note the update on the progress on the tender evaluation
« Review and recommend that the Board approves the tenUr evafulfen Irocess and

methodology.
Review and recommend that the Board approves the^sl as a result of
the evaluation process for negotiations and award of b1ilj|ess.

• Review and recommend that the Board delegate j | j | hQr t j t yJ | ^ GCE to sign, approve
and conclude all necessary documents to give e f^^ l r f f i lP iDtve resolutions.

Management informed the Committee that Bidde#T1 (BomWtfier Transportation (Pty) Ltd)
and T2 (CSRE-Loco Supply (Pty) Ltd) obta: • s§ores in the evaluation process.
The plan is to split the contract amongst the i VU#.A>. qfra 60/40 basis. The total tender
award is estimated at R19.8bn excluding.^A%i|3|dc(f%jliscalation costs and costs of TE's
scope of works. All bidders met the j$fhimumii|esh6ld of 80% and complied with the
mandatory requirements in specificatioif gas indicaft in the table below:

1
2
3
4
5

WHAT IS BEING MEASURED # '

BBBEE SCORE CARD &'
SO $sL M
Further Recognition Criteria.|Curre>H$:';:;.'
Further Recoqniticn Cnteritfffikure) •*
Price (Total Cost of C ^ o s N J r f a g )
excluding unscheduM&ggtag|g|»^
scheduled maintenan^Mnd'excfuair^
bonus point allocation! ^ W ,

TOTAL SCQfl(rUH»k *m

%,. ^i
wfi&jj

fe 10.00 W
20.00
5.00

:,,5.00

60.00

100.00

¥*—
8.00
15.50
0.88
0.94

40.65

65.96

T2

6.00
16.15
0.47
2.11

36.60

61.33

T3
4.00
15.12
0.18
1.26

1185

32.41

T5
8.00

1667
1.66
2.45

15.83

62.76

T7
6.00
15.89
2.16
1.82

26.78

52.54

5.9.4

Management i formed t n | Committee that in addition to scoring the highest scores, both
Bidders T1 anl\T2 will pjlvide benefits to the Company as per respective proposals. The
benefit1 jhtighfecJ as follows:
• Tje Local Giritent committed by both Bidders was higher than the stipulated threshold

3%. B id^r T1 committed 69.8% and Bidder T2 was at 68.2%.
T2 scored the highest points on technical evaluations.

• The Supplier Development commitment for T1 was 77.5%, and T2 was at 80.75%.
• The Delivery Schedule was aligned to the Company's requirements.

Management highlighted that the outcome of the best and final offer as follows:

14/1/1
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» Bidder T1 offered to increase procurement to small businesses by R50m and
technology transfer through skills development training and support by R10m. In
addition, Bidder T1 offered R455 000 reduction in price per locomotive based on a
revised foreign currency content percentage.

• Bidder T2 offered a discount of R2.25m per locomotive, including a revised foreign
currency content amount, thus offering the best price.

5.9.5 Management informed the Committee that the MDS volumes as contained in the Corporate
Plan were at risk due to delays in the award of the 599 Electric Locomotives. This emanated
from the PPPFA challenges. As risk mitigation, Management suggested that more than 1
supplier be appointed to supply the required locomotives to reduce delivery risk, and
enhance the Company's ability to meet MDS volumes. It was therefore recommended that
2 suppliers be considered to manufacture the required locomotives. Management's view
was supported by, amongst others the following reasons: ^ ^ , #
a) To promote standardisation of the locomotive fleet to ensure that the TrjtlkCdlt of

Ownership was minimised.
b) To allow for critical mass that would enable successful negotiations%fl j#fc§1-tnd other

critical commercial terms and conditions.
c) To allow for critical mass that would promote

procurement.
d) To allow for flexibility in supplier options in future as it |
e) To reduce the legal risk of the transaction.
f) To reduce the overall contract risk of the transaction i

5.9.6

5.9.7

5.2

5.2.1

^monopoly behaviour.

unforeseen circumstances.

W ; and 40% to Bidder T1)Management proposed a 60/40 split (60% allocateipBidcle
motivated by the following: j? ; ^ % ,
a) Bidder T2 has demonstrated its ability tc|i§elivj|; on%hedule by delivering the first

prototype on time. The next 10 locomotiv^willjis'o be^elivered within schedule. These
locomotives form part of the 95 Locomotivt|Iontra|f Bidder T1 has no track record
within the Company. s x ":^0:

b) The split reduces delivery risk. ^ %"%

The Committee agreed that the finaj M a i Cost ojf9wnership will be tabled to the Committee
for consideration in due course, .ana further submitted to Board for information purposes.

RESOLVED that the Commit^ recommended that the Board approves:
o The tender evaluation pr%es|ihd methodology for the 599 Electric Locomotives.
o The shortlist of the award of€ibsiness to Bidder T1 and Bidder T2 for the supply of 599

Electric Locomotives, sutjecjtollfccessful contract negotiations,
o The split of the aw|rci:of:.busless to the above suppliers by a 60% allocation to Bidder

T2 and 40% alloclfon.to Bidder T1, subject to a performance clause in contract.
• The delegajjem of ;:aytno:% to the GCE to sign, approve and conclude all necessary

documents^) give effect to the resolution.

Acquisition oli;dditionJ'100 Class 19E Electric and 60 Class 43 Diesel Locomotives

Manac^lrleni tooK tfic Committee through the submission as contained in the pack. The
submission was%ken as read. The purpose of the submission was to request the
Comm1^|to: j§
a) Note'(hitislf lo TFR MDS volumes through insufficient traction power resulting from the

delay in the procurement of the 1064 Locomotives.
b) Recommend that the Board approves the investment in and procurement of 100 Electric

Locomotives required for the Coal Export Line estimated at R3.8bn (excluding borrowing
costs).
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5.2.2

5.2.3

5.2.4

c) Recommend that the Board approves the confinement and award of the procurement
for the 100 Electric Locomotives.

d) Recommend that the Board approves the investment and amendment of the fleet plan
to procure 60 Class 43 Diesel Locomotives for General Freight estimated at R1.8bn
(excluding borrov/ing costs).

e) Recommend that the Board approves an extension of the current Class 43 Diesel
Locomotives contract for 60 additional locomotives.

f) Recommend that the Board delegates authority to the GCE to sign and conclude all
relevant documents to give effect to the resolution, including the award and process
approval.

Management informed the Committee that it was decided that a 26t Heavy Haul line by GE
would perform better than a Class 19E Locomotive by Mitsui. Further, it seemed that GE
delivers faster than Mitsui. Management motivated for the confinement in fa%u( of GE Jhis
was motivated by a submission that was previously withdrawn due to reputational jisk jsiiies
that had emanated from an old newspaper article. Management reqU6§te.^or: a'^Qntract
extension for Class 43E Diesel Locomotives by CSR. The Chairperson sjaieci'that the
previous submission was withdrawn prior to the commcnccmer%pf the i ; :|f October 2013
meeting, due to concerns that the confinement was proposedjfbriSiews 1§£>,Locomotives
from Mitsui (which had won a contract in 2006). The Compjfy extenBe^tHe contract for
15E Locomotives in 2010, and again confined to the samspUppligr. Media raised concern
that the Company had approved 2 confinements since the 2006 contract award. However,
the Company has never confined to CSR, therefore lhe?Psf]ould be ho adverse publicity.
The proposed confinement was in compliances::to4hg:rp1|visions of the approved
Procurement Procedure Manual. CSR had the cap&ci|^.to'pr6cluce 5 locomotives a day; it
can therefore produce 100 locomotives.for thJ;;'Compa%:.y/ithin a short space of time.
Assurance was given to the Committee thatJ$§ conJtiemeriFprocess was audited by TIA..
Mr Mkv/anazi advised the Committee to adhir^gJpcalisalon principles. Some locomotives
can be produced in the People's Repub!i.a^fj.Cnln%H|\ivever, some should be built in the
Country. Management stated that the;^6mpl%.hau;comfort in the pricing and technical
score for the process. The project will fpjhrough a PFMA approval process should it exceed
the R3.9bn materiality threshold. ^ '^%:,, , ff

Ms Forbes was authorised to Ijave an:6(fli:rie "discussion v/Ith Management on the proposed
projections. Jf ,«> v'%-

The Committee agreed tiiat^'final Total Cost of Ownership will be tabled to the
Committee, and submitte:dto.B6arQ:;|pr information purposes.

RESOLVED that the.Cpnirplttlfll^ "
a) Noted the risk (b^F-pMDS volumes through insufficient traction power resulting from

the delay in {.hQ;prpcur,ement of the 1064 locomotives.
b) Recommended tha]>|he Board approves the investment in and procurement of 100

Electric tt)comotive|Vequired for the Coal Export Line estimated at R3.8bn (excluding
borrpwing^Qsts), p

c) R^ecommencled ;;1hat the Board approves the confinement and award of the
p'rbcurernenijorthe 100 Electric Locomotives.

d) Recpmmenged that the Board approves the investment and amendment of the
fleeKplarpto procure 60 Class 43 Diesel Locomotives for General Freight
estimated at R1,8bn (excluding borrowing costs).

e) Recommended that the Board approves an extension of the current Class 43
Diesel Locomotives contract for 60 additional locomotives.

Mr Singh

Messrs Molefe/
Gama
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8

8/2

8/2/1

8/3

8/3/1

g) Recommended that the Board delegates authority to the GCE to sign and
conclude all relevant documents to give effect to the resolution, including the award
and process approval. 14/1/3

MATTERS ARISING FROM THE MINUTES OF THE PREVIOUS MEETING

TFR Update on the 1064 transaction: The Chairperson shared the sentiments of the GCE
and stated that a confinement, prompted by the urgency of the transaction was tabled at the
Committee. He requested Management to coordinate with the GCE's Office to expedite the
matter prior to re-tabling it to the Committee

The matter is in-progress.

TFR: Update on the 1064 transaction: The Committee would like sight otthe steps being
taken into the finalisation of the transaction; and those already completed "*%:. jf

The matter is in-progress. iPSsffi:.-, , J ^ ' '

Messrs Molefe/
Gama

Messrs Molefe/
Gama"

Certified as true excerpt.

Kind regards

Lib-

BUHLE NDLOVU
Deputy Group Company Secretary
Transnet SOC Ltd
Date: 05 April 2018

:%v
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Transnet SOC Ltd Carton Centre P.O. Box 72501
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1990/000900/30 Street Scuth Africa, 2122

Johannesburg T +27 11 308 2466
2001 F+2711308 263S
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Tnnsiui SOC Lid
Registration
Hvraber
1990/0C09C0/3C

Carlton Centre
150 Corrjniasicfier
Etr. Joh3r.n»3burg
2001

P.O. Box 72501
Parkview
South Africa, 2122
T +27 11 308 2526
F +27 11 308 2312

MEMORANDUM

IRANSNEfT

wvw.ttananat.net

To: Transnet Board of Directors (BOD)

From: Brian Molefe, Group Chief Executive

SUBJECT: INCREASE IN ESTIMATED TOTAL COST (ETC) OF THE ACQUISITION OF
1064 LOCOMOTIVES FOR TRANSNET FREIGHT RAIL'S GENERAL FREIGHT BUSINESS
(GFB)

PURPOSE:

1. The purpose of this memo is:

a) for the BOD to note the reasons for the increase in ETC.

b) to request that the BOD approve an increase In the estimated total cost (ETC) for the
acquisition of 1064 Locomotives for the General Freight Business of Transnet Freight
Rail from R 38.6 billion to R 54.5 billion.

EXECUTIVE SUMMARY:

2. In summary the increase In ETC of R 15,9 billion can be attributed to the following:

Update of business case for updated economic factors

Risk Mitigation - Forex and Escalation

TE Scope

Contingencies

Lower capital acquisition cost of the locomotive obtained
through the competitive tender and negotiation process less
the batch pricing adjustment of R 2.7 billion.

R 5.4 bn

R9.5bn

R 2.6 bn

R 4.9 bn

R-6.5bn

34%

59%

16%

3 1 %

- 41 %

3. 93 % of the ETC increase relates to changes In market conditions and the risk tolerance
level of the company. Whilst 16 % of the ETC Increase relates to strategic factors such
as localisation and competition. These increases have been offset by a compeb'tive
tender and negotiation process that realised 3 benefit of 41 %.

4. On a like for like comparison the new price Including TE scope of R 40.09 billion
(excluding hedging and escalation) is only 3.89 % higher than the approvecKETC of R
38,6 billion. The balance of the ETC increase relates to risk mltigaHofmid strategic
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concessions such as batch pricing.

5. Regiments Capital (using an International expert) banchmarked the Capital Acquisition
Cost of the locomotives at the "best and final offer" stage of this transaction and the
results Indicate that the price being offered by the bidders Is reasonable. Given that
forex, escalation, economic factors and batch pricing Impact Is subject to market
conditions it can be deduced that the final contract price is also reasonable,

6. The need to incur these costs has been justified and the associated costs are
reasonable In the circumstances.

7. The NPV of the business case remains positive at R 11,68 billion.

8. Impacts on the 2014/15 corporate plan has been assessed and mitigated.
Consequently the R 54.5 billion Is affordable and reasonable.

9. Risk mitigation measures have been developed and are being Implemented to ensure
benefits are realised.

10. Significant socio economic benefits such as localisation and job creation will be realised.

11. Significant benefit will be achieved by the company Including additional volumes earlier,
additional cash flows, a stronger balance sheet, which should enable greater capital
expansion in future.

12. This acquisition in conjunction with other locomotive acquisitions will significantly
contribute towards the company achieving its original MDS targets of 350 mt by
2018/19 and consequently Is fully aligned with the MDS of the company.

13. The strategic, commercial and sodo economic benefits associated with this acquisition
will significantly outweigh the capital cost.

BACKGROUND:

14. The acquisition of 1064 Locomotives was approved by the Board of Directors In April
2013 at a cost of R 38.6 billion. This excluded the following costs:

a. The cost of changes In economic conditions (forex and Inflation) between
approval of the business case and award of the contracts

b. The cost of hedging for foreign exchange movements;
c. The cost for future Inflationary escalations;
d. The cost of additional scope for Transnet Engineering (TE);

15. The rationale for the investment Is to Increase the capacity of TFR's GFB from 80mt to
180mt in terms of the Market demand Strategy (MDS).

16. The acquisition of 1054 Locomotives for GFB was approved by the Shareholder Minister
(Department of Public Enterprises) on 3 August 2013.

17. Although the approval from the Minister was not subject to a final cost of R 38.6 billion,
for good governance and for information purposes a^etter will be s^nt to the DPE

r
Increase in ETC for 1064 GFD Locomotives
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advising of the final ETC.

18. Four contracts to acquire 1054 locomotives were concluded on 17 March 2014 at a cost
of R 49.5 billion Including the cost of future escalations, Including additional scope for
TE and Including foreign exchange hedging costs thus resulting in an Increase in ETC of
approximately R 15.9 billion (Including a 10 % contingency).

19. As per the DTI codes for local content, the tender process required that bidders exceed
a minimum Supplier Development (SD) threshold of 40 %. All bidders exceeded this
threshold. All the bidders met the minimum thresholds for local content of 55 % for
diesel locomotives end 60% for electric locomotives.

20. The locomotives v/ill be delivered at a rate of 12 locomotives per month per bidder at
peak production as per the summarised delivery schedule below (refer Table 1). In
order to mitigate against late delivery risk, a penalty regime capped at 10 % of the
contract price has been agreed to with all bidders.

Table 1

Delivery Schedule - Diesel locomotives

by March 2015

by March 2016

by March 2017

byCW2017

by February 2016

Locomob'ves will be manufactured at a peak tempo of 12 per month.

Delivery Schedule - Etedrtc locorr.oUves

by March 2016

by March 2017

by December 2017

by January 2018

Locomotives will te manufactured at a peak tempo of 12 per month.

; ;, '.'.CNR, '
232(50%) : .

CNR 1st 20 from China

0

20

E7

E4

42

' ;.DcmtdrcSsr '

.240(40%)!

BT produce all loco's
locally

' '.. .'.-GEL ; ;•;
... 233(50%)'. .i

GE 1st 6 from USA

0
y\

126
73

; • . ' I C S R . , •:

; 359(60%): )

CSRlstiO from China

6 ES

137 i «
97

129
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DISCUSSION

21. In order to analyse the Increase In ETC two factors need to be considered:

i. Updated economic data from business case date to current (backward
looking);

ii. Future financial risks emanating from the transaction and costs associated to
mitigate these risks (forward looking).

22. This document has been prepared to explain the Increase In ETC on this basis,
concentrating on why these costs needed to be Incurred snd were these costs
reasonable In the circumstances.

23. The Increase In ETC of R 15.9 billion Is due to the following reasons (refer Table 2
below):

a) Escalations from the approved business case to award date (backward looking)
(Item A of Table 2)

b) Forex from the approved business case to award date (backward looking) (Item C
of Table 2)

c) Additional scope of work allocated to Transnet Engineering (TE) for the strategy to
enable TE to eventually transform to an Original Equipment Manufacturer (OEM) of
locomotives (strategic) (Item B of Table 2).

d) The cost of reducing the batch size (strategic and risk mitigation) (Item D of Table
2)

e) The cost of future escalations over the life of the contract (forv/ard looking and risk
mitigation) (Item E of Table 2)

0 The cost of fixing forex exposure over the life of the contract (forward looking and
risk mitigation) (Item F of Table 2)

g) Contingencies related to variation orders, options (such as electronically controlled
pneumatic braking and wire distributed power etc.) and capital spares (Item G of
Table 2)

Increase In ETC for 1064 GFB Locomotives
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BACKWARD LOOiaNG ECONOMIC AND OTHER FACTORS THAT HAVE IMPACTED
THE PRICE:

24. The estimates and assumptions on which the 1064 business case was based have
changed substantially since approval was obtained from the Transnet Board In April
2013.

25. In addition a number of parameters have materially changed since issue of the tender,
approval of the investment by the Transnet Board and the contract negotiation process.
These are summarised In Table 3 below:

Table 3

Rand to the US DoSir
Rand to tha Euro
Local CPI
Local Hot ro!ad Steel pbtss Index
Local PPI
Chfcese EquVafent CPI Ixiox
US EquValcnt CPI Index
Eiiro EquVafent CPI fcdax

' Ir.dax mcvsma.ils cstuiited frcm C»c U to Jan 14

•• laiix irtfjiiTAnts caixMed freer, M̂ y 13 to Hoc 14

Business C-ise Tsn

9.13
r/a
n/a
n/a
n/a
n/a
n/a
n/a

Jer Stage

B.53
11,66
10£W&
100%
100%
100%
100%
100%

rieqijtlallon/
Contractlna

10.72
14.B7

105.10%
112.90%
107.50%
102.50%
101.33%
102.05%

Si.
nwvem:nt

19.-;%
25.1%

6.1% •
12,5% »

7.5% »
2 . 5 % "
1.3% "
2 . 1 % "

Item C of Table 2

a. Foreign exchange rates. The Rand has depreciated by 19.4 % against the US Dollar
since the tender stage. Similarly the Rand has also depreciated by 25.4 % against
the Euro over the same period. The spot rate of exchange used In the business
case to calculate the base price of the locomotive was 9.13 Rand to the US Dollar,
as compared to the spot exchange rate as at contract signature date of 10.72 Rand
to the US Dollar, an Increase of 17.4 %. This has Impacted the expected price of
the locomotive as per the business case and ultimately the ETC as approved by the
Board.

Consequently the additional 10,3 % per C in Table 2 is reasonable.

Item A of Table 2

b. Labour cost Increase. The cost of labour required to build the locomotives has
increased locally within South Africa and globally over this period, as Indicated
within the CPI/PPI indices listed In Table 3 above and as evidenced by the higher
than CPI wage settlement that Transnet entered into at 8.5 % for a 2 year period.
Due to the tender localisation requirements, Transnet Engineering (TE) will
assemble the locomotives and consequently local labour will be utilised for the
assembly.

c. Material cost Increase. A significant component of the locomotive Is steel. The price
of steel is Impacted by the steel commodity prlcejif-which the traping currency Is In

Increase In ETC for 1061 GFB Locomotives
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US Dollars and secondly thereby foreign exchange deterioration as well. The local
index for hot rolled steel plates has deteriorated by approximately 12.9 % since
December 2012, which Is Indicative of the level of Increase In the price of steel,

d. Inflation. Local Producer Price Index (PPI) has Increased by over 7.5 % since
December 2012 thereby affecting the price of locally sourced products required for
the build of the locomotives. Foreign equivalent Indices also Increased over this
period. This together with the foreign exchange deterioration Indicated above has
resulted In the price of Imported components for this project Increasing,

e. Statistics SA report that the headline CPI annual Inflation rate In April 2014 was 6.1
% ; further explained in the Business Day article "CPI breaches Reserve Bank
target" dated 22 May 2014.

f. Applying the relevant proportion of each of the labour, material and other Input
costs which make up the basket of Items required for the manufacture of the
locomotives, would result in the net Increase In the locomotive price of 8 %.

g. Consequently the net Impact of 8 % on the locomotive price due to the change in
economic conditions as per Item A of Table 2 is reasonable.

Increase In ETC for 1064 GFB Locomotives V
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FORWARD LOOKING ECONOMIC FACTORS AND MEASURES TO MITIGATE
FINANCIAL RISK THAT HAVE IMPACTED THE PRICE:

Forex CItemF of Table 2)

26. The Financial Risk Management Framework (FRMF) approved by the Board of Directors
(BOD) does not permit Transnet accepting forex exposure on committed transactions.

27. The South African Reserve Bank (SARB) also does not permit SOC's to accept open
exposure on foreign currency contracts.

28. In addition credit rating agencies and bond holders both prefer conservative risk
appetites and consequently v/ould also support fixing our forex exposure.

29. Sensitivities indicate that a 5 % devaluation of the Rand could impact the total ETC by
approximately R 3.07 billion if left unhedged,

30. Consequently the cost of foreign currency hedging to mitigate and protect the
Company against foreign currency devaluation is an inherent cost of the transaction.

31. Costs related to forex are influenced by market forces which are not within
managements control and therefore were not Included in the ETC for the business case
submission. The impact of these forex related costs would only be known once the
contract was negotiated and finalised as they are based on market conditions and
sentiment at the time.

32. The cost of fixing the forex exposure is Impacted by currency volatility and time or
duration of the exposure.

33. The recent volatility In the foreign exchange rate of on average up to between 15 & 20
% directly impacts the transaction cost as can be seen in Table 4 below:

Table 4

Rand 5 day annualised standard Deviation over the past year

35

f Hi If

; • • » : # • • •
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38. In addition Regiments Capital conducted various currency trend scenarios as Indicated
in Table 5 above. All scenarios indicate a general devaluation fn ZAR over the medium
term.

39. The imminent risk of the Ukraine crisis and its impact on emerging markets also had an
impact on the decision to fix the exchange rate exposure.

40. In addition the delivery schedule of the locomotives, between 31 and 35 months, also
impacts the cost of hedging as the length of the exposure Impacts the costs. The
longer the period the higher the premium paid due to unknown outcomes In the future.

41. Alternative methods, such as call and put option structures, to reduce cost and mitigate
against forex exposure risk were explored in conjunction with Regiments Capital
including methods in which Transnet would participate in any possible upside in Rand
movements. These methods were evaluated from a cost benefit perspective and
consequently the FEC route proved most beneficial and practical to mitigate forex risk.

42. In addition the accounting treatment of options was not optimal as per opinion
obtained from KPMG as it would result In the creation of an embedded derivative.

43. The cost to hedge this exposure was obtained from banks by the suppliers. This was
then vetted by Transnet Treasury and Regiments Capital for reasonability. They both
found the rates and cost to be acceptable.

44. Consequently the net 6.8 % per F In Table 2 above Is reasonable.

Increase In ETC for 1064 GFB Locomotives
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Escalation of Input Costs (Item E of Table 2)

45. Given the size, magnitude and risk tolerance of the company due to MDS execution,
cash flow certainty Is of paramount importance when trying to plan over a long term
horizon.

46. This ensures that the company is able to manage its key financial metrics such as
gearing, cash interest cover and the A/B ratio (required by rating agencies).

47. In addition credit rating agencies and bond holders both prefer conservative risk
appetites and consequently v/ould also support fixing our escalation exposure.

48. Careful consideration had to be given to accepting other risks such as labour, steel etc.
and being exposed to market conditions.

49. Consequently it v/as decided to fix escalation for these input costs and gain certainty of
cash flows.

50. Costs associated with fixing these Input costs are largely driven by market sentiment at
the time of contracting such as the items mentioned below,

51. Labour unrest and strikes in the platinum sector has put significant pressure on forward
looking labour costs. As indicated earlier Transnet Is subject to an 8,5 % wage
adjustment for the 2014/15 financial year.

52. The contractor has also built a risk premium Into their pricing for forward looking
Inflation, to cater for the unpredictable nature of the labour environment within South
Africa and the risk associated with TE carrying out this additional new scope of work.

53. Statistics SA reports that the headline CPI annual inflation rate In April 2014 was 6.1 %,
and which Is further explained in the Business Day article "CPI Breaches Reserve bank
target" dated 22 May 2014.

54. The SARB and National Treasury 2014 Budget Review forecasts CPI at 6.2 %, 5.9 %
and 5.5 % for the years 2014, 2015 and 2016 respectively.

55. The MPC also Is concerned about upward inflationary pressure on the economy as they
have Increased the Repo rate by 50 basis points recently In response to managing the
upward Inflationary pressures. Another Imminent increase Is highly likely at the next
sitting of the MPC on 22 May 2014,

56. The high level of local content (60%) makes local Indices more applicable to assess the
cost of escalations going forward,

57. Applying the relevant proportion of each of the labour, material and other Input costs
which make up the basket of Items required for the manufacture of the locomotives,
would result In the net Increase In the locomotive price of 9.2 % for electrics and 6.3 %
for diesets Increase.

58. Hence a CPI of 6 % escalated for 35 months on a compound basis (excluding a
premium for risk) results in a 18.54 % Increase, thus the net 16.8 % per E In Table 2
above Is reasonable.

Increase In ETC for 1064 GFB Locomotives
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59. Escalations of input costs have been verified by Transnet by using publicly available
data and by Regiments Capital using their intellectual property methodology and
techniques.

TE Scope (Item B of Table 2)

60. A strategic decision was taken at a Transnet level that TE should transform to
eventually become an OEM of locomotives. This 1064 tender process, together with
the 100 equivalent 19E Dual Voltage Electric locomotive process, was used as 3 catalyst
to facilitate this strategy.

61. As such bidders were advised to provide pricing based on providing TE with additional
scope for the manufacture of the locomotives.

62. Strategically It was decided that for specific Items within the build process where TE
were within 10 % of the market price then It would be acceptable to allow TE to retain
this scope.

63. The pricing as reflected above in Table 2 Is inclusive of this additional scope for TE
based on this principle.

64. Bidders have also built a risk premium Into their pricing, to cater for the risk associated
with Transnet Engineering carrying out this additional new scope of v/ork for the 1s t

time.

65. Consequently the net additional 3 % per B In Table 2 Is justified and Is reasonable.

Increase In ETC for 1064 GFB Locomotives
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Batch Size (Item D oF Table 2)

66. As approved by the Transnet Board the preferred bidders were advised that the batch
size has been split on a 50/50 basis for the Diesels and a 60/40 basis for the electrics,
amongst them.

67. This was done to mitigate locomotive delivery risk and reduce the MDS risk related to
volumes.

68. As a result, the fixed costs related to setting up the production line would have to be
recouped over a smaller batch.

69. This resulted In an Increase In the cost per locomotive.

70. Although the cost per locomotive has Increased, an overall saving is realised due to
splitting the batch, because of the saving made on future escalations and hedging costs
as a result of a shorter delivery period. This has been quantified to be R 4.08 billion.

71. Consequently the net additional 9.4 % per D in Table 2 is justified and Is reasonable.

Contingencies (Item G of Table 2)

72. The contracted price of R 49.5 billion excludes the cost of any requirements for capital
spares beyond the warranty period, variation orders snd options (such as electronically
controlled pneumatic braking and wire distributed power etc.) and as such an additional
10 % (R 4.9 billion) has been added Into the request for additional ETC for this (refer
Item G of Table 2)

73. In order to stimulate development In other parts of South Africa, Transnet have
decided that It would be more strategic to have two OEM's manufacture the
locomotives In Durban.

74. In addib'on TE production lines in Koedoespoort cannot accommodate four OEM's as
validated by the PWC study.

75. Bidders have based their contracted prices on manufacturing operations being carried
out In Gauteng. Bidders have not yet quantified this cost, however this cost Is Included
In the additional 10 % (refer Item G of Table 2).

Increase In ETC for 1064 GFB Locomotives
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FINANCIAL IMPLICATIONS:

76. The business need and rationale remains as originally Indicated In the business case
submission.

77. The Business case resulted In a positive NPV (R2.7 billion at the TFR hurdle rate of
18,56 % and R34.1 billion at the TFR WACC of 12.55 %).

78. The Transnet hurdle rate has since been amended to 15.2 % and the NPV at this
hurdle rate using the business case assumptions would be R 16.02 billion,

79. The financial models for the Business case have been updated for the following based
on the" conditions per the signed final contracts:

a. Final pricing
b. Revised cash flow profile for the capital Investments
c. Commensurate changes to the volume ramp up and tariff Increases on

commodities that are priced relative to the Investment outlay

80. The updated NPV result Is a positive NPV of R 11,68 billion at the new hurdle rate of
15.2 % and R 22.71 billion at the TFR WACC of 12.6 %. The NPV would become a
negative R 1.67 billion at the original hurdle rate of 18.56%.

81. The WACC and hurdle rates are updated annually for changes in economic conditions
and are approved by Transnet Exco and reviewed by External audit during the year end
audit process.

Increase in ETC for 1064 GFB Locomotives
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BUDGET IMPLICATIONS:

82. The Investment Is Included In the 2014/15 seven year capital Investment plan.

83. The contracted delivery schedule and cash flows have changed as compared to tha
investment included In the 2014/15 seven year capital Investment plan.

84. In order to ensure that Transnet's approved key affordabillty limits (gearing and cash
Interest cover) are not breached, a capital prloritisation process will be undertaken,
such that other investments which do not impact MDS volume targets would be
deferred,

85. The difference between the 2014/15 seven year Investment plan and the projected
cash flows based on the supplier agreements with contractors with an additional 10 %
added for options, variation orders, special tooling, test equipment, Initial spares and
capital spares, is illustrated in Table 7 below:

Table 7

Budget per
Corporate Flan
Centra cted
Add 10 % for
options, variations,
tools, spares etc.
Expected
Difference
Corporate Flan
alignment to
Business Ca«
Net ETC difference

fiandniUon
ETC

41468

49S47

4 955

54 502
-13 034

-2 ess

-15 902

03/14

-

4B24
•4 824

14/15

315

630S
-5 993

15/16

4 IBS

6 597
-2409

16/17

6 344

18 618
-10 274

17/1B

9123

16 970
-7D47

18/10 i

9 420

1185
8 235

19/20 ,

8 332

6 382

120/21

16S6

1696

86. In order to secure accelerated delivery of the locomotives to address the MDS volumes
at risk, a larger advance payment (R 4844 million) had to be made to the contractors In
the 2013/14 financial year.

87. As confirmed by a letter received from the suppliers this was required by the suppliers
in order to cover costs to ensure quicker delivery. The rationale as explained by the
supplier was confirmed reasonable by Transnefs external auditors and was capitalised
accordingly In the Financial Statement at 31 March 2014.

88. Although the accelerated delivery schedule would have resulted In earlier cash outflows
for Transnet, an overall saving is realised because of the saving made on future
escalations and hedging costs as a result of a shorter delivery period

89. The impact from the locomotive acquisition on the 2014/15 corporate plan as well as
the Impact of the prioritlsatlon process; updating for the change In volumes, revenue,
EBITDA and capital due to the combination of the 100 electric locomotives, 1064
locomotives and 60 Diesel locomotives contracts Is reflected In the graph below:

Increase In ETC for 1064 GFB Locomotives
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98. Forex risk has been mitigated by hedging the price of the locomotives by using the
suppliers balance sheets.

99. All advance payments are secured by an on demand advance payment guarantee
Issued by a bank with a minimum long term credit rating of an A- Fitch rating or
equivalent.

100. Payment terms have been structured such that the bulk of payments, of between 70
% and 90 %, happens after delivery of the locomotives.

101.In order to manage the total cost of ownership and mitigate against the risk that the
locomotives once placed into operation will consume more fuel (diesel locomotives) or
energy (electric locomotives) than Indicated In bidders responses to the RFP, a penalty
clause with a related fuel/energy warranty regime has been Included In the supply
agreement with bidders.

102. In order to mitigate against default of Supplier Development (SD) commitments, and
SD penalty clause has been included In the supply agreements with bidders, An SD
bond has also been obtained to cover risk against default.

103. GE have agreed to provide a 30 month v/arranty on the locomotive as well as a 6 year
warranty on the traction motor and a 12 month warranty on spares.

104. CNR, BT and CSR have agreed to provide a 24 month warranty on the locomotive as
well as a 6 year warranty on the traction motor and a 12 month warranty on spares.

105. A liability cap of 15 % of the contract price Is Included in the supply agreement
thereby limiting Transnefs exposure In the unlikely event of breach of contract by
Transnet.

105. In order to mitigate against the risk of having to accept and pay for locomotives
during an economic downturn when volumes from customers may not be forthcoming
thereby Impacting negatively upon Transnefs loan covenants, bidders agreed to accept
a clause In the supply agreement whereby acceptance of locomotives could be deferred
for a period of time. Transnet agreed that In return bidders would be reimbursed for
reasonable and auditable costs. These costs could Include warehousing costs, time
value of money costs, costs related to the rolling of hedges etc.

SOURCE OF INFORMATION AND REFERENCES:

107.Data quoted In the memo above has been sourced from:

. Statistics South Africa - release P0141
• Business Day 22 May 2014 - UCPI Breaches Reserve Bank target"
• Business Day 18 March 2014 - "Rocky Ride forecast for still too expensive

Rand
« Reserve Bank and National Treasury 2014 Budget Review
• Regiments Capital (transaction advisory services)
• KMPG (accounting opinions)
• PWC (locomotive localisation opportunities for TE and South African

Industry)

Increase In ETC for 1064 GFB Locomotives
-/—
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RECOMMENDATION:

108.lt is recommended that:

a) the BOD take note that the main reasons for the Increase In ETC Is due to the
exclusion of the following costs from the 24 January 2014 submission:

I. Trie cost of hedging for foreign exchange movements;
ii. The cost for future inflationary escalations;
Hi. The cost of additional scope for Transnet Engineering (TE);
iv. The cost of changes in economic conditions (forex and Inflation) between

approval of the business case and award of the contract

b) the BOD approves an increase in estimated total cost (ETC) for the acquisition of
the 1064 locomotives for Transnet Freight Rail's General Freight Business from
R38,6 billion to R54,5 billion.

Recommended by:

Anoj Singh
Group Chief Fin^nc/al Officer

V 1

Brian Molefe
Group Chief Executive

Increase In ETC for 1064 GF8 Locomotives
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TRANSNETT •-"

MEMORANDUM

vr/Av.trsnsnei.net

To: Mr. Brian Molefe, Group Chief Executive, Transnet SOC Ltd
Mr. Anoj Sing, Group Chief Finance Officer, Transnet SOC Ltd
Mr. Siyabonga Gama, Chief Executive, Transnet Freight Rail

From: Mr. Thamsanqa Jiyane, The Chairperson for the Tender for the Supply of 599 (COCO) Ne.v
Voltage Locomotives

Date: 16 January 2014

SUBJECT: REQUEST FOR APPROVAL TO NEGOTIATE AND AV/ARD OF BUSINESS TO THE
SHORT LISTED TENDERERS FOR THE SUPPLY OF 599 (COCO) NEW DUAL VOLTAGE
LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB)

PURPOSE:

1) The purpose of this memo is to;

• Provide en update to the GCE on the progress of the tender evaluation process;

• Support the submission of the recommendation for the negotiations and award of business
to the Transnet Board of Directors.

BACKGROUND:

2) On the IS Apri! 2012, the Transnet Eca-d approved the procurement of 599 Electric locomotives.

3) The R.F? document and craft contract have been reviewed internally at TFF, and Group as v.ell as
by an external lav; firm Mingiza Homer.

4) RFP No TFRAC-HO-S50S for the supply of 599 New Dual Voltage Eiectric Locomotive; for the
General Freight Business (GF3) closed on the 30 Apri! 2013. Seven (7) proposals were received
from tenderers.

5'., The evaluation methodology was to follow a c step evaluation process a; ind'Tated i~ the i -gnr,-,
below; -

0078-0969-0001-0065
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Stepl Step 2

Administrative Substantive
Responsiveness Responsiveness

Step 3

Minimum
Threshold

60%

Returnable _ ,._ ..
Documents Pre-quahficsbon L o c a | C o n t e n t

& Schedules

Step 4

Minimum
Threshold

40%

Step 5

Minimum
Threshold

80% .

rffe

Step 6

Weighted
Scoring / 100

- Price fincM?

Supplier _
Development technical

BBBEE Scorecard

f|fgfe,_

FINAL
SCORE

6) The following evaluation criteria was used to evaluate:

6.1 Step 1-Test for Administrative Responsiveness:

a. Whether the bid has been lodged on time

b. Whether all returnable documents and/or schedules [where applicable] were completed
and returned by the closing date and time

c. Whether the bid documentation has been duly signed by the Respondent.

6.2 Step 2-Test for Substantive Responsiveness:

a. Whether the bid contains a priced offer;

b. Financial Stability:

Accordingly the following eight pre-determined ratios were used for the pre-

qualification criteria for financial stability relating to the financial statements:

• Gearing
• Liquidity
• Profitability
• Minimum guarantees
• Return on Assets
• Return on Equity
• Interest cover
• . Cash generated from operating activities (Value)

c. Guarantees:

• Agreement to the terms L conditions of the Parent Company Guarantee in the
format supplied;

• Agreement to the terms &. conditions of the Advance Payment Guarantee in the
format supplied;

• Agreement to the Performance bond requirements &. Performance bond terms &.
conditions in the format supplied;

• A minimum warranty period of 2 years for the loco, 6 years for the traction motor
and 1 year for spares after Defects Liability Period; and

0078-0969-0001-0066
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issuer should be pre-agreed with Transnet, for the companies' bankers that will
be providing the guarantees.

d. Whether any other pre-qualification criteria set by Transnet, have been met;

e. Whether the bid materially complies with the scope and/or specification given and

f. Whether all material terms and conditions stated in the bid document have been met

7) All seven (7) tenderers were then evaluated according to the above criteria.

8) After subsequent clarifications the Cross Functional Evaluation Team (CFET) completed step 1
(Administrative Responsiveness) and step 2 (Substantive Responsiveness) on all bids received.

9) On completion of step 2 (Substantive Responsiveness) evaluations which included financial pre-
qualification, all seven (7) tenderers met the minimum requirements and qualified to progress to
step 3 (Local Content) for further evaluation;

10) On the 25 July 2013, Transnet Internal Auditors (TIA) reviewed step 2 (financial pre-
qualifications).

11) On approval from the GCE (recommendation for step 1 and step 2 and to proceed with step 3 and
step 4 concurrently), the CFET proceeded with step 3 (Local Content). The minimum threshold of
60% is required for tenderers to proceed to step 4 (Technical Evaluations) of the evaluaUons.

12) On completion of step 3 (Local Content) evaluations, all seven (7) tenderers met the minimum
Local Content specific threshold of 60% and TIA reviewed the Local Content results.

13) On the 7 August 2013, the GCE approved the recommendation for step 3 (Local Content) and
that the CFET start with step 5 (Technical) concurrently with step 4 (Supplier Development/ B-
BBEE Scorecard).

14) The CFET then proceeded with the evaluation of the Supplier Development and BBBEE Scorecard
of the seven (7) tenderers in the presence of TIA. The following criteria were used to evaluate
step 4:

B-BBEE Scorecard:
Current status evaluated according to the valid B-BBEE Verification scorecard

Supplier Development Bid Document:
a. Investment in Plant
b. Technology Transfer/ Sustainability
c. Down-stream Supplier Development
d. Skills Development
e. Job Creation/ Preservation
f. Small Business Promotion

15) On completion of step 4 (Supplier Development and BBBEE Scorecard) evaluations, all seven (7)
tenderers met the minimum Supplier Development and BBBEE Scorecard threshold of 40% and
TIA reviewed the Supplier Development and BBBEE Scorecard results.

16) On the 18 September 2013, the GCE approved the recommendation for step 4 (Supplier
Development/ B-BBEE Scorecard).

17) Technical team commenced with Step 5 (Technical) evaluations and the following scoring matrix
was used to evaluate Step 5:

0078-0969-0001-0067
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For each Essential or Desirable requirement, scoring was done on the
following basis

a. Full Compliance 2
b. Partial Compliance 1
c. Non-Compliance 0

Mandatory requirement clauses are not scored; (Full compliance to ALL the
mandatory requirements is mandatory )

a. Full Compliance - full compliance to all mandatory clauses is mandatory.
b. Partial Compliance - tender disqualification
c. Non- Compliance - tender disqualification

18) The CFET then proceeded with the evaluation of step 5 (Technical) of the seven (7) tenderers in
the presence of TIA.

Ranking and final scores for 599 Electric Co-Co locomotives

Ranking

1
2
3
4
5

Tender Number

Tenderer 2 (T2)
Tenderer 1 (Tl)

Final Score

Tenderer 7 (T7) i £ M & . - ^
Tenderer 5 (T5) ^9MSM <""-'*' " ^
Tenderer 3 (T3) IS& i& f . ^ 3

19) The following tenderers did not meet the technical Requirements.

Tender Number
Ranking Final Score

• 14 did not comply with all the MANDATORY/ disqualifying clauses.

• T6 only submitted a Bo-Bo locomotive proposal and have not been scored.

20) On completion of step 5 (Technical) TIA reviewed the results.

21) The GCE then approved the shortlisting of the tenderers that have met the technical threshold of

80%.

22)-The CFET (Finance) found numerous inconsistencies in the manner in which bidders chose to
complete the scheduled and unscheduled maintenance portions of the TCO model. The CFET
(Finance) recommended that the CFET (Technical) review the models for reasonability with the
purpose of allowing the CFET (Technical) to guide the CFET (Finance) in making decisions to
score the TCO models submitted as well as to guide the CFET (Finance) in their deliberations as to
whether the models submitted would actually meet the requirements to be scored fairly amongst
bidders.

23) A few members of the technical team were made available to conduct a review of the scheduled
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the models required normalising and the CFET could not change the models on behalf of the
bidders.

24) The CFET recommended that the scheduled and unscheduled maintenance be excluded from the
evaluations of the TCO model.

25) The GCE approved the exclusion of the scheduled and unscheduled maintenance from the
evaluations of the TCO model.

DISCUSSION:

26) The last step of the evaluation consists of 5 elements namely:

a. Price (including TCO),
b. Supplier Development,
c. BBBEE Scorecard
d. Further Recognition Criteria Current and
e. Further Recognition Criteria Future

27) The results of the step 6 evaluations are summarised on the tables below:

1

2

3

4

5

WHAT IS BEING MEASURED

BBBEE SCORECARD

SD

Further Recognition Criteria
(Current)

Further Recognition Criteria
(Future)

Price (Total Cost of Ownership
(TCO) excluding unscheduled and
excluding scheduled maintenance
and excluding bonus point
allocation)

TOTAL SCORE
-

WEIGHT

10.00

20.00

T l

8.00

15.50

I
5.00 0.88

1
5.00 1 0.94

60.00

100.00

T2

6.00

16.15

0.47

2.11

T3

4.00

15.12

0.18

1.26

! 1

40.65

65.96

36.60

1

11.85

61.33 1 32.41

1

T5

8.00

16.67

1.66

2.45

15.83

44.60

T7

6.00

15.89

2.16

1.82

26.78

52.64
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MOTIVATION:

28) Apart from the fact that Tl and T2 scored the highest points. Their proposals also offer the
following benefit to Transnet:

• Local Content committed by both tenderers is higher that stipulated threshold of 60%,
commitment forTl is 69.83% and T2 commitment is 68.20%;

• Tl and T2 scored the highest points on technical evaluations.

• Supplier Development commitment for T l is 77.5 % and T2 is 80.75%.

• Tl and T2 scored highest on technical evaluations;

• Delivery Schedule v/hich is close to what Transnet requires, which means that Transnet
v/ill meet the MDS targets with the combination of the 2 (two) bidders.

29) The GCE further requested that the CFET request the best and final offer from the two highest
scoring tenderers and that the other tenderers be informed that Transnet is engaging with the
shortlisted tenderers.

30) The outcome of the best and final offer is as follows:

• Tl offered to increase procurement to small businesses by R50 million and technology
transfer through skills development training and support by RIO million.

• T2 offered a discount of R 2.1 million per locomotive

y
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RECOMMENDATION

31) It is recommended that the GCE:

• Notes the update on the progress of the tender evaluation process;

• Support the recommendation to negotiate with highest scoring tenderers (Tl and T2) on the
following aspects and to award the business for the supply of 599 New Dual Voltage Electric
locomotives.

High Level Negotiations strategy;

a. Price (Hedging and escalation)
b. Payments Terms
c. Delivery Lead Time
d. Finalizing the TE scope of work in line with PPPFA approval as well as best and final offer i i 2
e. Contractual Compliance

RECOMMENDED BY:

Mr. Thrifnsaiiqa Jiyane
Chier Procurement Officer: Transnet Freight Rail
Date: i J

SUPPORTED/ NOT SUPPORTED BY:

Mr. Siyabonga Gama
Chief Executive: Transnet Freight Rail
Date:

O . UT

Mr. Anoj Singlj \
Chief Financial Officer: Transnet SOC Ltd

APPROVED/

Mr. Brian Molsfe
Group Chief Executive' Tra
Date: -j . .

f/T/7.
{.
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TRANSNEr

MEMORANDUM ^

www.transnei'nei

TO: Transnet Board Acquisitions and Disposals Committee (BADC)

FROM: Mr Brian Molefe, Group Chief Executive, Transnet SOC

DATE: 15 October 2013

SUBJECT: MITIGATION OF MDS VOLUMES AT RISK THROUGH THE INVESTMENT IN AND
PROCUREMENT OF 100 CLASS 19E EQUIVALENT DUAL VOLTAGE ELECTRIC
LOCOMOTIVES AND 60 CLASS 43 DIESEL LOCOMOTIVES.

PURPOSE

1. The purpose of this submission is to request the Transnet Board Acquisitions and Disposals
Committee to recommend to the Transnet Board of Directors the following:

a) Note the risk to TFR MDS volumes through insufficient traction power resulting from the
delay in the procurement of the 1064 locomotives:

b) To approve the investment in and procurement of 100 Class 19E equivalent electric
locomotives required for the Coal Export Line in the amount of R3 871 m (excluding
borrowing costs): (Annexure A)

c) To approve the confinement and award of the procurement for the 100 Class 19E
equivalent electric locomotives.

d) To approve the investment and change in the fleet plan to procure of 60 Class 43 diesel
locomotives for General Freight in the amount of Rl 826 m (excluding borrowing costs):

e) To approve an extension of the current contract 60 Class 43 diesel locomotives:

f) The GCE be delegated the power to sign and conclude all relevant documents to give
effect to the above resolutions.

EXECUTIVE SUMMARY

2. The TFR locomotive fleet plan was first approved by the Transnet Board in April 2011 and
updated with the 1064 GFB locomotive submission. The proposed locomotive acquisitions are
in line with the fleet plan and have been budgeted for in the 7 Year Market Demand Strategy
(MDS) 2013/14 - 2019/20. The delay in the 1064 fleet acquisition has put General Freight
Business (GFB) MDS volumes at risk.

3. This risk will be mitigated by the urgent acquisition of these locomotives.

a) The heavy haul 100 Class 19E locomotives will be deployed in the Coal Export Line and
will release 125 locomotives that will be used on GFB pending delivery from the 1064
program. The 100 locomotives form part of the already approved Fleet Plan

b) The 60 Class 43 diesel locomotives also fill the gap pending delivery from the 1064
program. These 60 locomotives do not form part of the approved Fleet Plan and this
submission requests an amendment to the Fleet Plan to include these 60 locomotives

4. The Class 19E dual voltage electric and Class 43 diesel locomotives recently delivered are
modern capable locomotives. They have proven themselves in service and will improve service
quality through improved reliability and reduced maintenance costs.

BADC 100 60 Revised VI10908.docx Page 1 10/9/2013
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5. This submission proposes an accelerated procurement to mitigate General Freight MDS
volumes at risk by confining 100 Class 19E electric locomotives to MARS and extending the
current Class 43 Contract with GESAT by 60 locomotives. The accelerated acquisition will
mitigate the MDS shortfall by at least a year with its full effect realised commencing 2014/15.
The volumes mitigated increase from 6.2 mt (14/15) to 15.1 mt (16/17) and the cumulative
income protected is R9 197 m (13/14 - 16/17).

6. The confinement to MARS and extension of the GE contract is motivated on the basis of
urgency.

7. This accelerated acquisition does not put the MDS cash flow at risk and the 1064 acquisition
remains unaffected. The acquisitions are funded from the current MDS. The delay in the 1064
will extend its funding to beyond the 7 year period.

8. The 60 Class 43 locomotives are in addition to the approved Locomotive Fleet Plan but accord
with the fleet strategy. With the year delay in the 1064 procurement, the 60 locomotives fill
the gap of the first year. Post the 1064 procurement, the sustaining fleet requirements based
on a 30 year life are approximately 80 locomotives per annum and the last year of the 1064
procurement moves into the sustaining phase.

9. The programmatic element of the 1064 procurement enables locomotive quantities per annum

to be adjusted to circumstances.

10. The proposed transactions do not increase the risk related to the 1064 tender process.

11. Socio-economic benefits will be realised in line with existing commitments and expectations.

12. The context and arguments are presented as follows:

a) History and Status of the TFR Fleet Plan

b) Status of the 1064 Procurement

c) Impact of the 1064 delay

d) MDS Risk Mitigation

e) Project Benefits

f) Procurement Strategy

g) Financial and budget Implications

BACKGROUND

13. The history and status of the TFR Fleet Plan and 1064 Procurement are presented to show that
a genuine unforeseeable urgency has arisen and that the urgency is not attributable to a lack
of proper planning. (Item 68 "Extract from Procurement Procedures Manual" refers)

History and Status of the TFR Fleet Plan

14. In 2007 TFR went to the market for 212 General Freight Locomotives. The tender was
cancelled in 2009 due to procedural irregularities and was not reissued.

15. The TFR Locomotive Fleet and Modernisation Plan was presented to the new Board in April
2011 and predicated 776 GF locomotives by 2015/16 for GF volumes of 155.8 mt. The plan
was modified in August 2011 when a further 426 locomotives were requested as the volumes
increased to 176 mt by 2018/19. To mitigate the immediate shortage and facilitate the volume
ramp up, 138 locomotives (95 electrics and 43 diesels) were approved by the Board in August
2011. Minor adjustments were made to the locomotive fleet plan for GFB with the presentation
of the business case of the 1064 locomotives in April 2013.

BADC 100 60 Revised VI10908.docx Page 2 10/9/2013
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16. The history and status of the TFR Fleet Plan is summarised in the table below:

Loco Fleet
History

and Plan
Tons Comment and Update

Coal Fleet (26 ton axle)

112 97.5 • Probable downward volume revision. Contracts currently being signed for 10 years
for 80 mt as coal reserves, sources and Eskom demand are evaluated.

• 112 targeted for expansion to 97.5 mt
• Current fleet of 10E, 7E and HE require near term replacement.
• 100 (off the 112) switched to fleet replacement pending finality of and commitment

to long term coal export expansion.
• Feasibility studies investigating expansion of Coal Line to Waterberg as 26ton per

axle heavy haul line. This is not currently included in the Locomotive Fleet plan.

GFB (22 ton axle)

50EMD

100 GE
(Class 43)

776

95CSR
and

43 GE

1064

60

155 mt

170 mt

• 50 "like new" EMD diesels were delivered between December 2009 and March 2010
on open tender.

• In 2008 these locomotives were identified as a "quick fix" with 81 to sustain the
aging fleet and 19 for volume expansion.

• GE won the tender, which was confined to three companies, and the locomotives
were delivered between May 2011 and January 2013.

• In April 2011 the Fleet Plan was presented to the "new" Transnet Board for 776 GFB
locomotives for 155.8 mt.

• In June 2011 the Board approved 138 locomotives (95 electric and 43 diesels). The
electrics were for open tender. A new confined contract was entered into with GE
for the 43 diesels.

• The 95 and 43 locomotives were determined and limited by the uncommitted funds
in the then Five year Capital program

• The diesels were delivered between January 2013 and June 2013.
• The 95 CSR are planned for delivery March 2014 to March 2015.

• August 2011 the locomotive requirements for 176 mt were presented being 1202
locomotives (776+446).

• With the 138 already approved the balance of the GFB fleet plan was 1064
locomotives. (1202 -138)

• In March 2012 the 1064 approval process commenced in tabling the business case at
Transnet Freight Rail Investment Committee.

• The 1064 procurement is expanded in the body of the document below.

• 60 Class 43 requested to fill the gap in the first year of the 1064 resulting from the
delay in procurement.

BADC 100 60 Revised VI1 O908.docx Page 3 10/9/2013
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Loco Fleet

History

and Plan

Tons Comment and Update

Ore Export Line (30 ton axle)

44

32

76

23 15E

and

3 Diesels

44 mt

60 mt

80 mt

• 44 15E bought open tender (Toshiba / Mitsui) to replace / supplement existing 9E
locomotives and Class 34 GE Diesels with an option for a further 18.

• The option to extend by 18 locomotives was not exercised.
• A new confined contract was entered into with Mitsui for a total of 32 locomotives

to take the Ore Export Line to 60 mt. This confinement was motivated on
standardisation of the fleet.

• ~ 110 Class 34 GE diesels returned to General Freight and replaced with 30 Class 43
GE.

• Potential General Freight traffic may materialise from 2013/14 on the Ore Export
line and 4 9E locomotives may be retained for this traffic.

• The volumes are not likely to materialise in the 7 year MDS program. The FEL
feasibility study is on hold and there is currently no commitment to the increased
volumes.

• The locomotives are also put on hold.
• The 15E production line has shut down. As and when required, the procurement

options will be evaluated against standardisation, cost and interoperability.
• Diesels, if required, will be provided from the GFB fleet

17. The essential points relating to this proposal are:

a) The 100 Class 19E locomotives are for the coal line and were always part of the TFR
locomotive fleet plan. See Para 36 and following. They release locomotives that can be
used on GFB for the year that the 1064 program is delayed.

b) The 60 Class 43 diesel locomotives are not part of the 1064 locomotive program.

i. They are in addition to the approved Locomotive Fleet Plan but accord with the
fleet strategy. With the year delay in the 1064 procurement, the 60
locomotives fill the gap of the first year. Post the 1064 procurement, the
sustaining fleet requirements based on a 30 year life are approximately 80
locomotives per annum and the last year of the 1064 procurement moves into
the sustaining phase.

18. The programmatic element of the 1064 procurement enables locomotive quantities per annum
to be adjusted to circumstances.

19. The rationale for the 100 Class 19E and 60 Class 43 Diesel not being part of the 1064

locomotive process are covered under the Procurement Strategy Para 59.a) and following.

20. The future acquisitions for the expansion of the Coal Export line to 97.5 mt and the Ore Export
line to 80 mt will depend on market conditions and development of the full supply chain across
all stakeholders.

History and Status of the 1064 Procurement

21. TFR's Corporate Plan sets out the 7 Year Market Demand Strategy (MDS) 2013/14- 2019/20 to
virtually double General Freight volumes to 170 mt by 2019/20. This requires an integrated
and synchronised approach across locomotives, wagons, infrastructure and personnel and
these aspects were covered in the 1064 business case submission.

BADC 100 60 Revised V l l O908.docx Page 4 10/9/2013
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22. The history of the 1064 procurement is depicted in the exhibit below.
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23. The approval process of the 1064 locomotives started in March 2011 when the business case
was tabled at the Transnet Fright Rail Investment Forum.

24. Two approaches were used to shorten delivery times of the new locomotives as far as
possible:

a) An aggressive approach was taken with the maximum locomotives delivered per month
cognisant of local conditions and

b) Approval was obtained in July 2012 to go out on an RFP before the acquisition was finally
approved or PFMA approval obtained.

25. Transnet adopted a cautious approach because of the value of the acquisition and appointed
external consultants to evaluate the business case.

26. Board approval was obtained in April 2013 and PFMA approval in August 2013.

27. The tenders closed in April 2013 but negotiations with tenderers could not commence till PFMA
approval had been obtained.

28. It is expected that adjudication will be finalised by February 2014 and contracts awarded by
May 2014.

29. At the time of the tabling the 1064 business case, the 465 diesel and 599 electric delivery
timelines were based on the RFP then in the market. The exhibit below details the locomotive
delivery timelines that were modelled as per the RFPs and used as the base case assumption.

Annual locomotives to be delivered according to the
Diesel and Electric RFPs
Total = 1064 locomotives procured

230 230

100 i ICO
165 . !

• - • j
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ICC

65

i

110 no

i y i

65 i
' 14-1

130

13/14 14/15 15/16 16/17 17/1G 10/19

LJ Diesels

' Assumes
delivery of D
diesels per

; maiSi until
201S :

• Assumes ;
delivery of E of
electric
loccmotlves per
mcnlh in year 1 , :

ramping i p to
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; per montii l i
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30. The 1064 program has slipped by at least a year against original expectations. The current RFP
timelines are being reviewed by the Locomotive Steering Committee to ensure a compressed
timetable to further mitigate volume risks to the MDC.

Impact of the 1064 Delay

31. Even with the 1064 business case being approved, there is a revenue shortfall which is
exacerbated by the delay in locomotive delivery. This is depicted in the graph below extracted
from the 1064 locomotive business case.

The 1064 locomotives are instrumental in capturing (IDS target
revenues, but a revenue shortfall will persist due to procurement
timelines lagging target demand

Revenue t ' , Revenue at rfeJ- dje to Icco shortfall

' ' ' ' 1.. 1064 Increrner,tol revsrue

t j Exi?trig fleet revenue
55 ao
50 0CO

45 OCfl

40 a o

35 (XO

30 ao
25 WO

20 (XO

15 CO)

io ao
sao

Q

•

2C13/14 14/15 15/16 16/17 17/18 13/19 ,
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32. The MDS shortfalls are tabled below for a one and two year delay,

a) One Year Delay:

Shortfall

Locomotives

No Delay

Year Delay

Impact

Locomotives U

Tons Mt

Revenue Rm

Capital Rm

Mtce. Rm

Fuel and Elec. Rm

MDS Shortfall Scenario -

2013/11

33

0

2014/15

138

57

One Year Delay

2015/16

314

202

2016/17

533

405

2017/18

763

638

2018/19

946

828

2019/20

1040

972

33

1.6

363

-1725

36

67

81

5.2

1286

-1248

91

183

112

9.8

2610

-1641

132

331

129

13.7

3639

276

159

440

125

14.0

4073

381

162

469

118

13.3

4188

20

160

471

68

7.6

2584

5249

96

290

Shortfall Total

One Year Delay

Tons Mt

Revenue Rm

Mtce. Rm

Fuel and Elec. Rm

2013/14

- 16/17

30

7 900

417

1021

b) Two Year delay:

Shortfall

Locomotives

No Delay

Year Delay

Impact

Locomotives #

Tons Mt

Revenue Rm

Capital Rm

Mtce. Rm

Fuel and Elec. Rm

MDS Shortfall Scenario - Two Year Delay

2013/14

33

0

2014/15

138

0

2015/16

314

57

2016/17

533

177

2017/18

763

302

2018/19

946

415

2019/120

1040

465

33

1.6

363

-2183

36

67

138

7.9

1955

-3910

155

303

257

18.1

4831

-4014

302

678

331

28.6

7593

-1807

409

1004

358

33.0

9604

1292

465

1194

309

31.3

9899

2003

418

1153

212

23.8

8057

6480

301

903

Shortfall Total

Two Year Delay

Tons Mt

Revenue Rm

Mtce. Rm

Fuel and Elec. Rm

2013/14

- 16/17

56

14 743

901

2052

c) Notes to tables:

i. The locomotives per year in the tables are mid-year numbers representing
productive capacity and are lower than the total "delivered" during the course
of the year.
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ii. The shortfall is totalled to 2016/17 on the assumption that other mitigating
strategies will be put in place for the subsequent years.

MOTIVATION

MDS Risk Mitigation

33. The program and motivation below partially addresses the above MDS shortfall in the early
years protecting tons and income per the table below.

Income Protected

Avg. Rand/Ton

100 19E-Tons Protected

Income Protected Rm

60 Diesels Tons Protected

Income Protected Rm

Total Tons

Income Protected Rm

2013/14

225.4

2.4

R541

2.4

R541

2014/15

244.7

2.4

R587

3.8

R930

6.2

R1517

2015/16

255.4

4.4

R1134

7.9

R2 018

12.3

R3 152

2016/17

264.0

7.2

R1901

7.9

R2 086

15.1

R3 987

Cumulative
Total

16.44 Tons

R4 163

19.6 Tons

R5O33

36.04 Tons

R9197

34. Note that this submission is not a full risk mitigation.

35. The prime motivators for this submission are to:

a) Protect General Freight volumes through delivering diesel and electric locomotives earlier
than is possible through the 1064 program.

b) Ensure delivery earlier than the 1064 program by:

i. Confining the procurement of the electric locomotives

ii. Extending the current diesel locomotive contract.

MDS Shortfall - 100 Class 19E Dual Voltage Electric Locomotives:

36. The 100 Class 19E locomotives will be deployed on the Coal Export Line which will enable the
release of 125 locomotives to the General Freight network protecting approximately 16.4
million tons (cumulative 13/14-16/17) of General Freight in the 7 Year MDS volume targets and
thus allowing growth in the GFB market which would not have been possible because of the
1064 locomotive procurement delay.

37. The locomotive fleet plan presented to the Transnet Board in April 2011 proposed 112 new
locomotives to meet an unconstrained coal export demand of 97 mt by 2015/16 with a
proposed fleet of 308 electric locomotives. The "Capital investment for Export Coal 81 mt"
predicated replacing the aged fleet with Class 19E equivalent locomotives. The updated
locomotive fleet plan of April 2013 accompanying the 1064 General Freight locomotive
business case also predicated 112 new locomotives for the Coal Business.

38. Subsequent to the Fleet Plan, the operational model was revised to take full advantage of the
dual voltage capability of the Class 19E locomotive. The changeover to the new operational
model commenced in July 2013 and will build up as drivers are trained on Radio Distributed
Power operations on the current fleet and new the locomotives become available. This changes
the future mix of the Coal Fleet. The new operational model is bringing about greater
efficiencies and creating capacity.

39. The 112 locomotives were for expansion and replacement. Due to the volume shortfall in MDS
it was decided to accelerate the acquisition of 100 electrics to enable the cascade of 125
locomotives to GFB and mitigate the MDS volume risk.
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40. Cascading locomotives to General Freight will assist in mitigating the delay currently
experienced in the 1064 program. In all cases the cascading will facilitate growth though to
2017/18 when the 1064 delivery begins to have significant impact. The class 7E and Class 10E
series of the current coal fleet are facing imminent run outs, increasing maintenance costs and
decreasing reliability and the cascade to General Freight is an interim measure.

41. The 100 Class 19E locomotives will sustain the Coal Line electric fleet for 81 million tons per
annum capacity and standardize the coal fleet on Class 19E type locomotives with significant
operational and cost advantages.

a) To achieve this operational efficiency requires 200 wagon trains to bypass Ermelo Yard

and couple parallel to the main line eliminating shunting and standing time in the yard.

42. The cumulative cascade program for the Class 10E and Class 7E locomotives depends on the
acquisition of the 100 Class 19E locomotives which we envisage can be cascaded to GFB, as an
interim measure, as follows;

a) 40 in 2013/14

b) 74 end 2015/16

c) 120 end 2016/17

43. The first locomotives are cascaded in 2013/14. There are no or minimal cascades in 2014/15
as the locomotives are being delivered and commissioned. The effectiveness of the cascade is
felt in 2015/16 and beyond.

44. Using the rule of thumb for General Freight that 100 locomotives generate approximately 6 mt
per annum, the 125 released locomotives will protect approximately 7.2 mt per annum of
general freight.

45. The exact allocation to the areas below will be determined at the time of cascading according
to operational priorities.

a) Manganese exports through Ngqura: Manganese exports from the Northern Cape
through Ngqura are expected to grow according to the 7 Year Business Plan to 12 mt
(and to 16 mt thereafter). The Class 7E series released from the Coal Line to General
Freight traffic will supplement this service till the full complement of class 20E
locomotives have been delivered where after the Class 7E series will be retired.

b) Thabazimbi - Pyramid South: This is an AC electrified section served by Class 7E

series locomotives and the predicted volume growth is:

Year

MTons

2013/14

8.868

2014/15

10.347

2015/16

15.135

2016/1
7

17.056

2017/1
8

18.446

2018/19

22.897

2019/20

22.912

c) Cascading the Class 7E Series will facilitate volume growth through to 2015/16 as well as
the potential life extending / technology changing modification on the cascaded Class 10E
series.

d) Maputo Export: This is a DC electrified section suitable for Class 18E locomotives only.
The cascaded Class 10E will release Class 18E locomotives from other sections which will
be transferred into this section. The tonnage increase is:

Year

MTons

2013/14

6.421

2014/15

8.353

2015/16

12.469

2016/17

13.499

2017/18

16.446

2018/19

21.168

2019/20

21.598
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e) General Freight on the Coal Line: This traffic uses DC traction or Diesel locomotives
to Ermelo and then AC electrification to Richards Bay. Currently Class 7E3 locomotives
are designated for this traffic south of Ermelo. Releasing Class HE locomotives from the
export coal operation will enable the additional traffic and also substitute for the current
Class 7E3 which will be cascaded.

Year

M Tons

2013/14

10.702

2014/15

11.901

2015/16

13.404

2016/17

15.036

2017/18

15.733

2018/19

16.032

2019/20

16.470

46. The TFR Business Plan volume projections for the Coal Export Line are:

Export
Coal Mt

Actual

2011/12

67.7

Actual

2012/13

69.21

Budget

2013/14

77.00

Projections

2014/15

81.00

2015/16

81.00

2016/17

84.00

2017/18

95.00

2018/19

97.50

2019/20

97.50

47. The 100 Class 19E business case articulates the benefits of the earlier than previously planned
delivery of the locomotives to the Coal Export Line.

48. The market analysis and infrastructure investment for "Capital investment for Export Coal 81
mt" was recommended by Transnet Board on 16 February 2011 and approved by the
Shareholder (Minister of Public Enterprises) on 20 June 2012.

49. Other aspects more fully covered in the 100 Class 19E Locomotive submission are:

a) Reliability and Operational efficiency

b) Savings on operational expenditure and capitalised maintenance

c) Energy Savings

d) Locomotive Fleet Plan and Standardisation and its benefits which include:

i. The fleet is standardized with operational interoperability

ii. Standard maintenance practices are propagated

iii. Reduction in spares holdings and special tools

MDS Shortfall - 60 Class 43 Diesel Locomotives

50. TFR is in the process of acquiring 143 class 43 Diesel locomotives from GESAT which have
been delivered over the past two years which are have proven to be a capable locomotive.
Given the MDS volume shortfall, it is proposed that 60 class 43 locomotives be acquired to
further mitigate the volume risk as those in the 1064 program are now likely to come on
stream in 2015.

51. The efficiency utilization of the locomotives will be comparable to that currently achieved on
the Phalaborwa - Richards Bay flow of 7 262 GTK per locomotive month. This flow powered by
new class 43 Diesels already exceeds the national fleet efficiency targeted for 2018/19. This
represents a 24% increase on the targeted 2013/14 efficiency.

52. The 60 locomotives have a potential mitigation of 3.8 - 7.9 mt at an average 8 149 GTK's per
loco per month exceeding the current Phalaborwa - Richards Bay flow. The potential income
protection is R5 033 m (cumulative 2014/15 - 2015/16). The exact allocation of the 60
locomotives will be confirmed at the time of deployment over the following flows:

a) Botswana Coal to Bulk Connexion and Richards Bay.
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i. Potential 1.8mt-3.8mt

ii. Diesels required: 35 inclusive of technical allowance.

iii. Potential GTK's per loco per month: 5 957

b) Elitheni Coal from Sterkstroom to East London

i. Potential lmt to 2.5mt

ii. Diesels required: 15 inclusive of technical allowance

iii. Potential GTK's per loco per month: 12 784

c) Manganese from Postmasburg to Bloemfontein / Bloemcon

i. Potential 1 - 1.6mt mostly from new entrant miners,

ii. Diesels required: 10 inclusive of technical allowance,

iii. Potential GTK's per loco per month : 7 821

PROJECT BENEFITS

53. Protection of GFB MDS income and targets amounting to R4 163 m for the 100 Class 19E and

R5 033 m for the 60 Class 43 Diesels over the period 2013/14-2016/17 .

54. Coal Export volumes and income are protected though improved reliability.

55. Sustainability objectives as per the Transnet Sustainability framework are met threefold:

a) Sustainability from an economic perspective is met by offering a long term cost
effective, low cost rail solution that addresses the needs of industry to remain globally
competitive and allows emerging miners to enter the coal export market.

b) Sustainability from a social perspective is met through the optimisation of
manufacturing facilities, job creation and proactive stakeholder engagement.

c) Sustainability from an environmental perspective in energy savings through (i) the
improved efficiency of the new locomotives and (ii) the overall energy saving through the
regenerative capability of the locomotives.

56. The programme will support the shift from road to rail as the cascaded locomotives take up

the shortfall in the General Freight market.

57. Benefits specific to the 100 Class 19E include:

a) Energy savings will be achieved with an 18% improvement in KVA requirements over the
old technology Class 7E and Class 10E locomotives.

b) The regenerative capability of the new locomotives introduces further energy savings of
between 22% and 26%.

c) Quantifiable savings in maintenance of the new locomotives over the older series.

d) Not quantified but direct and indirect savings with uninterrupted operations due to fewer

failures.

58. Benefits specific to the 60 Class 34 Diesels include:

a) Fuels savings of 8% over the older diesel fleet.

b) Significantly reduced failures compared to the current diesel fleet improving availability
and reliability.

c) Standardisation of maintenance regimes with current Class 43 fleet.

d) Virtual elimination of significant damage to rail infrastructure (skid-marks) which are

prevented by the modern traction control system.
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e) The characteristics of the locomotive more closely match that of the electric fleet
enabling optimum use of traction capability when worked in multiples with electric
locomotives using RDP.

PROCUREMENT STRATEGY

Rationale for not being part of the 1064 process

59. The procurement process was carefully considered and was not taken into the 1064 locomotive
process. Aspects considered were:

a) Type: The 100 19E equivalents are 26 ton per axle locomotives for heavy haul use to be
deployed on the coal line. The 599 electric locomotives in the 1064 tender are 22 ton per
axle locomotives for GFB use.

b) Delivery: The 60 diesels are equivalent to the 465 of the 1064 but the motivation below
for confinement is one of urgency because of the overall delay in the 1064 program.
Including the diesels in the 1064 does not address the delay or urgency. Conversely, if
there were no delay to the 1064 program, there would not be the need for these diesels.

Analysis and Implications of Procurement Options

60. The following options were considered and reasoned:

a) Go out on tender

b) Do Nothing

c) Confine / Extend Contract

d) Extend current 20E contract for 95 CSR Locomotives

e) Leasing

61. Go out on tender: With this option the locomotives become available beyond the 1064
timeframe and hence this is not a viable option as it does not address the urgency. It is
however the best option insofar as public perceptions, fairness and transparency are
considered.

62. Do Nothing: This option puts the MDS volumes at risk that this proposal wishes to mitigate.
The implications are:

Income Protected

Tons Lost

Income Lost

Change in EBITDA

2013/14

2.4

RB41

2014/15

6.2

R 1 517

2015/16

12.3

R3 152

2016/17

15.1

R3 987

Cumulative
Total

36.04 Tons

R9 197Rm

63. Confine / Extend contract: This addresses the urgency of the proposal but has potential
negative implications regarding public and business sentiment. For these reasons (and as
outlined above) this is not part of the 1064 process.

a) The locomotives are known, meet requirements and prototyping is not required

b) Extension of the GE contract is the fastest way to procure the diesel locomotives.

c) The MARS facilities are available for immediate production.

64. Extend current 20E contract for 95 CSR Locomotives: The 20E currently on order is a 22
ton per axle GFB locomotive and is not intended for heavy haul use on the Coal Export Line.
The first delivery is awaited, the locomotive has still to be tested and it is at present unproven.
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Only after extensive type testing will it be possible to say whether and to what extent it can
replicate the heavy haul capabilities of the 19E.

Leasing: Leasing is not considered as an option having being covered in the Fleet Plan
submissions and the options for the 1064. There is no viable external market for 1064mm dual
voltage electric locomotives. South African circumstances are (historically) unique requiring
bespoke electric designs. Even if leased the conditions would be that TFR take ownership after
a period of time.

65. Implications: The 1064 tender is currently under adjudication. It is one of the largest
procurement processes of Transnet and while it seeks (inter alia) to launch a South African
locomotive industry, it will be closely scrutinised by the losing bidders seeking any loophole to
press an advantage. The tender calls for programmatic procurement and it is possible to
reduce the final quantities. The following implications were considered in adjusting the (diesel
locomotive) quantities.

a) The tenders have closed and asking respondents for revised submissions would delay the
process further.

b) The perceptions that may be generated by "backtracking" on and reducing a visibly
stated need and objective to "favour" a supplier, the urgency argument notwithstanding.

c) Proceeding with the proposed contract extension and announcing the reduction in diesel
quantities at the time of award may be perceived as an underhanded manner of
"favouring" an supplier.

Procurement Recommendation

66. For reasons of urgency, the confine / extend contract option is the recommended option.

67. This will procure the locomotives in the shortest possible time and, by so doing, best mitigates
the potential shortfall in MDS volumes. The reasons of urgency have been set out as well as
the complementary benefits of the recommended option.

Confinement of 100 Electric Locomotives

68. An extract from the latest approved Procurement Procedures Manual, dated 01 October 2012,

stipulating grounds for confinement which are relevant to this submission, reads:

"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. However, where a genuine urgency has been

created by the lack of proper planning, urgency can still be relied upon as a ground for

Confinement. In such cases appropriate action must be taken against the individual(s)

responsible for the bad planning.

b) the Goods/Services are only obtainable from one/limited number of suppliers. For

instance, patented/proprietary Goods or OEM spares and components. Operating

divisions are however required to provide evidence that there are no new entrants to the

market who could also be approached;

c) for reasons of standardisation or compatibility with existing Goods and Services. A case

must be made that deviation from existing standardized Goods or Services will cause

major operational disruption. If not, confinements based on "standardisation" will not be

considered; or
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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 is intended to be used as a ground for

Confinement, it is important to note that all pre-requisites 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."

69. The project is motivated on the basis of Para (a) where a genuine unforeseeable urgency has

arisen.

a) Item 13 et al covering the "History and Status of the TFR Fleet Plan" and the "History

and Status of the 1064 Procurement" demonstrates the reasonable and timeous steps

taken to address to the Board the run out of the current fleet and the locomotive

requirements required to address the volume ramp up of GFB.

b) Item 11 et al further indicates that the delay was not attributable to a lack of proper

planning as the GFB locomotive requirements have remained consistent throughout.

c) Considering (a) and (b), no individual or group of individuals is responsible for bad

planning.

70. Addressing the urgency:

a) The locomotives requested have been through the teething phase with most initial

manufacturing and operational faults rectified. Present models are operating optimally

and have exceeded their design parameters

b) Re-starting of these production lines will be quick; the designs are finalised so delivery

lead times will be kept to a minimum and set up costs reduced.

c) Crew (drivers and assistants) are already trained on these locomotives.

d) Confinement will realize the quickest delivery and existing facilities previously used for

the assembly of the 110 x Class 19E.

71. Complementing the urgency (a) is the standardisation (c) and goods largely identical to those

previously executed (d). Inter alia:

a) Locomotives are highly specialised with limited suppliers worldwide.

b) The locomotives would be largely identical with those already supplied as:

i. In 2009, Transnet Freight Rail (TFR) entered into a contract with Mitsui & Co

African Railway Solutions (PTY) LTD (MARS for the procurement of 110 new

Class 19E electric locomotives for the Coal Export Line; TFR took delivery of

the last locomotive in August 2012. MARS are also delivering the Class 15E

locomotives for the Ore Export line and the last one is due to come of the

factory line in September 2013:

c) Transnet would incur wasted time and money in approaching the market as:

i. The specialised tender specifications take time to prepare; prospective

tenderers need time to respond and there is the time to adjudicate. This

process takes at least 12 months by which time the urgency has passed and

the 1064 deliveries will start to kick in.

ii. Furthermore a new supplier would necessitate a new design, design review

and prototyping and type testing. This is a further 15 months before

production commences.
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d) Standardisation of locomotives has two elements, (i) Operational standardisation and (ii)
Maintenance standardisation.

i. Operational standardisation requires locomotives of the same class to operate
as a consist (i.e. two or more locomotives coupled together operating as a
single unit). This is not negotiable but is implemented through de facto
industry standards.

After many years these standards have now changed and TFR is evaluating

the impact of these changes.

ii. Maintenance standardisation addresses:

• Reduced spares holdings and simplified and standardised inventory.

• Standardised tools and diagnostic instruments serving a common fleet

• Unified training and for maintenance staff.

• Simplified maintenance practises resulting in shorter Mean Time to Repair.

iii. TE is currently maintaining and repairing the Class 19E Series which means
that no additional training will be required and optimum utilisation of the
current maintenance facilities.

72. In light of the foregoing concerning standardisation, specialisation and similar locomotives
already supplied and further considering that:

a) the Class 19E locomotives are performing well and have proven to be both efficient and

reliable and

b) the Class 19E is a modern locomotive and the proposed 100 locomotives will be an
extension of the current design and no prototyping or type testing is required
conservatively saving 15 months or more and

c) the limited quantities of each type of locomotive:

It is submitted that it is not in the best interest of Transnet to solicit other offers for the 19E

locomotives.

73. From a social-economic perspective the following jobs will be retained in assembly facilities:

a) Approximately 186 jobs will be retained at the TE assembly facility and further jobs will

be retained in downstream enterprises

b) Approximately 400 jobs will be created over the period at the Union Carriage Works
assembly facility and further jobs will be retained in downstream enterprises

c) Toshiba has indicated its serious intent in building a traction motor assembly facility
in SA and this could be expedited through the SD obligations that would be linked to this
contract.

74. The Japanese Yen has weakened marginally against the South African Rand. The Rand in turn
has weakened significantly against the US Dollar. The foreign component of the original
110 x Class 19E contract was 40% Yen based and a contract on similar terms would be
considerably cheaper than a new US Dollar based contract.

75. The original 110 Class 19E contract was entered into in 2006. The SD terms and conditions
required today are significantly different and more stringent. This calls for a new procurement
event via a confined tender.
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76. Considering the volumes at risk and the urgent requirement for the coal line locomotives to
cascade the current fleet to General Freight, it is proposed that the procurement be confined
to MARS Railway Solutions, a subsidiary of Japan's Mitsui &. Co Limited.

Contract Extension with GESAT for 60 Class 43 Diesels

77. The arguments for an extension to the GESAT contract are similar to those for confinement
and are motivated on:

a) the basis of urgency (a) as outlined above

b) and complemented by standardisation (c) and goods largely identical to those previously
executed (d).

78. The project is motivated on the basis of Item 68 Para (a) where a genuine unforeseeable
urgency has arisen. The arguments are per Items 69 and 70 above are also applicable to the
60 Class 43 Diesels.

79. The latest approved Procurement Procedures Manual, dated 01 October 2012, par 22.4.2,
allows for a contract extension. In this instance the request is for a material contract
amendment to a previously confined event. The reasoning for the original confinement of the
additional 43 loco's is still applicable given that there is a genuine unforeseeable urgency which
has arisen due to the delay in the 1064 tenders and such urgency is not be attributable to a
lack of proper planning.

80. Complementing the urgency is that the goods are largely identical to those previously executed
by that supplier and standardisation is a benefit for the specialized locomotives.

81. Addressing the urgency:

a) In December 2009, Transnet concluded a contract with General Electric South Africa
Technologies (GESAT) PTY Ltd for the Supply of 100 Diesel Locomotives through a
limited tender process confined to three potential suppliers. In 2011, through a
confinement process, TFR concluded a contract with GESAT for an additional 43 Class 43
diesel locomotives. The completion date of the 43 Locomotives was end June 2013 in line
with the Transnet planned schedule. The last few locomotives to roll out of assembly will
be tested by 30 September 2013, where after they may be accepted.

b) As the production line is currently operational and design is finalised, delivery lead times
will be reduced by approximately 12 months and Transnet will save by not requiring set
up costs of facilities and production runs.

c) GESAT and TE have the ability to roll out between 8 to 10 locomotives per month.

d) No prototyping or type testing is required.

82. Complementing the urgency (a) is the standardisation (c) and goods largely identical to those

previously executed (d). Inter alia:

a) Locomotives are highly specialised with limited suppliers worldwide.

b) The locomotives would be identical with the 143 Class 43 Diesels already supplied or

about to be commissioned.

c) Transnet would incur wasted time and money in approaching the market as:

i. The specialised tender specifications take time to prepare; prospective
tenderers need time to respond and there is the time to adjudicate. This
process takes at least 12 months by which time the urgency has passed and
the 1064 deliveries will start to kick in.
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ii. Furthermore a new supplier would necessitate a new design, design review
and prototyping and type testing. This is a further 12 months for diesels before
production commences.

d) Standardisation of locomotives has two elements, (i) Operational standardisation and (ii)
Maintenance standardisation.

i. Operational standardisation requires locomotives of the same class to operate
as a consist (i.e. two or more locomotives coupled together operating as a
single unit). This is not negotiable but is implemented through de facto
industry standards.

After many years these standards have now changed and TFR is evaluating
the impact of these changes.

ii. Maintenance standardisation addresses:

• Reduced spares holdings and simplified and standardised inventory.

• Standardised tools and diagnostic instruments serving a common fleet

• Unified training and for maintenance staff.

• Simplified maintenance practises resulting in shorter Mean Time to Repair.

iii. TE is currently maintaining and repairing the Class 43 Series which means that
no additional training will be required and optimum utilisation of the current
maintenance facilities.

83. In light of the foregoing concerning standardisation, specialisation and similar locomotives
already supplied and further considering that:

a) the Class 43 diesel is a modern locomotive that is performing well and has proven to be

both efficient and reliable and

b) the proposed 60 locomotives will identical to the current design and no prototyping or

type testing is required conservatively saving 15 months or more and

c) the limited quantities of required:

It is submitted that it is not in the best interest of Transnet to solicit other offers for the 60

Class 43 diesel locomotives.

84. In both transactions, Transnet Engineering (TE) was appointed as GESAT's subcontractor for

the local assembly of the locomotives and the contractual obligations have been met.

85. The time and cost to localise production to comply with local content and SD requirements has
to be amortised over the anticipated production run. The smaller the run, the more expensive
the overhead. To breakeven point to set up new facilities is marginal for the 100 Class 19E but
mitigates against new facilities for the 60 Class 43 diesels.

86. Given that a contract is already in place and that the additional 60 loco requirement will be

largely on the same terms and conditions as the 43 loco confinement, this warrants extension.

Contracting strategy

87. Extend the current contract with General Electric South African Technologies (GESAT) for 60
Class 43 Diesel Locomotives.

88. Confine and award to Mitsui & Co African Railway Solutions (PTY) LTD (MARS) for 100 Class
19E locomotives.
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89. The reasons for the different confinement and extension strategies have been highlighted in
the sections above.

Evaluation Methodology

90. The Request for Proposals (RFP's) for the confinement to Mars and extension to GESAT
respectively will be issued and their respective proposals will be assessed as described below.
The normal open tender process would follow the evaluation methodology indicated below.

RFP Evaluation Process

Prequalifi cation

Administrative
responsiveness

Evaluation for
administrative^

1 responsiveness

o
Substantive
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> Evaluation for k
% substantive L /
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O
Slage 1

o o
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ent to
Local

content
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__ Functionality
SD f

0
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threshold
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Electric s

• 60: , SD
threshold
for the 60
Diesels

echnical

o
Technics
Evaluation
(minimum

threshold)

O

Weighted
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100%

Price - 90% k
B-BBEE - P

10% '

Stage 2

o o

neSon^ ««^n^

Preferred
K bidder and Rfjk Contact
/ SO ^y conclusion
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91. The Evaluation Methodology for an open tender comprises the following steps:

1) Administrative responsiveness - bidders will need to pass the administrative
responsiveness to enable them to be evaluated further. This includes evaluating all
returnable documents were submitted and the bid documents were duly signed by the
bidders

2) Substantive responsiveness — bidders must ensure that all pre-qualification criteria, the
pricing schedule is completed, their bid materially complies with the scope/specification and
that all material terms and conditions in the bid documents have been met

3) Local Content - bidders must comply to the minimum local content thresholds for Electric

and Diesel locomotives as stipulated in the PPPFA

4) SD thresholds - the SD thresholds of 65% and 60% set for Electric and Diesel locomotives
respectively must be met for bidders to proceed to the next step of the evaluation.

5) Technical evaluation - bidders will need to pass the minimum technical thresholds of 80%
for both Electric and Diesel locomotives to proceed to the final phase (stage 2) of
evaluations.

6) A weighted scoring approach for Price (90%) and B-BBEE - scorecard (10%) will be used

determine final award

7) Post tender negotiations - post tender negotiation requesting preferred bidders to
provide their Best and Final Offers

8) Final evaluation - preferred bidders to undergo final evaluation based on the 90/10 as

stipulated by the PPM
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9) Preferred bidder negotiations - selection of the preferred bidder and negotiation of
various aspects including final SD commitments and the B-BBEE improvement plan (FRC
Future)

10) Conclude contract - the parties sign a contract and addendums to formalize the
agreement.

92. The above process is modified for the proposed confinement and extension in that:

a) Administrative response (1) is simplified to essential documentation such as tax clearance
certificate, BEE certificate etc.

b) Substantive response (2) will be required on to ensure that all material terms and
conditions in the bid documents have been met

c) Local content threshold must be met

d) SD threshold must be met

e) Technical evaluation (5) is simplified to ensure that all modifications / improvements
made over the life of the locomotives (Class 43 and Class 19E's) for incorporation.

f) Weighted Scoring Approach (6) and

g) Final Evaluation (8) is not required due to confinement and extension to one party
although evaluation against expected SD, BEE improvement and price ranges will be
conducted to ensure the deals meet Transnet's expectations.,

Local Content, Designated Components and Supplier Development (SD)

93. Meeting Local Content (3) is a prerequisite to proceeding to SD threshold (4) evaluation.

94. The targets per PPPFA National Treasury Instruction Note (dated 16-07-2012) on 'Invitation
and Evaluation of Bids Based on a Stipulated Minimum Threshold for Local Production and
Content for the Rail Rolling Stock Sector' (Section 3 (3.1) are compulsory and are elaborated in
following table:

Local Content - Section 3 (3.1)

Category

Local manufacturing:
Threshold: 60% for Electric and 55% for Diesels)

Total

Weighting

100% of PPPFA

100%

95. In addition, the progressive Local Content for Designated Components (Section 3 (3.2) will also
be applicable to both Electric and Diesel locomotives as per the table below though they may
not materialize as the contracts will be fulfilled before three years and they are not
programmatic.
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Designated Component / Activity
Heading Only - Section 3 (3.2)

Assembly of Locomotives and EMU

Car Body

Bogie (including wheels)

Coupling Equipment

Suspension

Heat, Ventilation and Air Conditioning

Braking System

Alternators

Traction Motors

Electric Systems

% Local Content
3-5 Years

100%

100%

100%

100%

100%

60%

70%

90%

65%

80%

% Local Content
6 Years and above.

100%

100%

100%

100%

100%

70%

80%

100%

80%

90%

96. The Supplier Development targets are set out in the table below. They are considered realistic
and achievable without posing a risk to the project.

Supplier Development (SD)

Category

Investment in plant - bidders monetary commitment to
investment in plant and equipment

Downstream procurement - bidders commitment to supporting
2" , 3' tier suppliers, etc.

Skills development - supplier's commitment to skills development
(number of people and monetary)

Job creation / preservation - supplier's commitment to number
of jobs maintained/created

Small business promotion - supplier's commitment to usage of
small businesses (monetary)

ED/SD - bidders commitment to SD initiatives and ED
development

Total &
Threshold > 65% for Electric and > 60% for Diesels

Weighting

10%

15%

20%

30%

10%

15%

100%

Award Conditions- 100 Class 19E Equivalent

97. Approval to award the business to MARS is requested subject to SD compliance with the

following:

a) Local content meeting or exceeding 60% by value

b) Compliance with new SD commitments with a minimum of 65% as measured in the SD
Value Summary which forms part of the RFP

c) Transnet will also request a prince range of between R30.5m and R32m for the purposes

of negotiation with the objective of coming in within the R34.34m per loco.
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Award Conditions - 60 Class 43 Diesels

98. Approval to award the business to GESAT is requested subject to SD compliance with the
following:

a) Local content meeting or exceeding 55% by value

b) Compliance with new SD commitments with a minimum of 60% as measured in the SD
Value Summary which forms part of the RFP

c) Transnet will also request a prince range of between R22.5m and R24m for the purposes
of negotiation with the objective of coming in within the R26m per loco.

FINANCIAL AND BUDGET IMPLICATIONS

1. The financial motivation and budget implications for the 100 Class 19E and 60 Class 43 Diesels
are discussed in detail in the respective submissions.

100 Class 19E Equivalent

2. The 100 Class 19E Locomotives are summarized below:

a) A base price per locomotive price of R 34.34 m (2013/14 - Yen 385 m @ Rand/Yen
0.09823)

b) Capital Investment Summary:

Year/Rm

Project Plan

Payment

Delivery

13/14

R343

14/15

R1737

56

15/16

R1439

44

16/17 17/18 18/19 Continge

ncy

R352

Total

R3 871

100

c) Based on the original Coal 81 mt model, the acquisition of the 100 Class 19E sustaining
locomotives has a net present value (NPV) of R98.49m over 10 years.

d) The present value (PV) of the Total Cost of Ownership using the 1064 locomotive model
isR59.1m.

e) Approved infrastructure investments supporting the project totals R3 974 million.

60 Class 43 Diesels

3. The 60 Class 43 Diesels are summarized below:

4. The 60 Class 43 locomotives are over and above the 465 diesels of the approved 1064
locomotives.

a) The delays in the 1064 will result in the delivery of the 1064 locomotives extending
beyond the current 7 year MDS capital plan. The diesels in particular will not meet the
originally planned delivery.

b) The fleet plan and the 1064 locomotive business case stress sustaining the fleet beyond

the seven year period in the order of 60 to 80 locomotives per year.

c) The 60 Class 43 diesels will be funded from the 1064 locomotive budget for the first year.

d) The 1064 locomotive budget will be adjusted commencing the 2014/15 7 year cycle for
the delayed delivery of the 1064 beyond the current 2013/14 7 year cycle. This
adjustment is in line with the stated intent of sustaining the fleet though a continuous
replenishment of new locomotives.
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e) A price per locomotive price of R 26m @ Rand / USD (R9.59/USD) (R27.67 m @
R10.4/USD for 2014/15).

0 Capital Investment Summary:

Year/ Rm

Project Plan
Payment

Delivery

13/14

R156

14/15

R1504

60

15/16 16/17 17/18 18/19
Continge

ncy

R166

Total

R1826

60

g) The acquisition of the 60 Class 43 Diesel preserves an NPV of Rl 529 m based on the
1064 Locomotive Model.

h) The PV of the Total Cost of Ownership using the 1064 Locomotive model is R59.1m.

Financial Impact to Group

5. The proposed procurement has limited impact on Group finances and the critical ratios are

maintained.

6. For no delay the ratios are:

Ratios: Transnet Group - As is

- Operating margin %

-EBITDA%

- Return on average total assets (%)

- Gearing (%)

- Net debt to EBITDA (Times)

- Asset turnover (Times)

- Cash interest cover (Times)

Budget

2013/14

24.9

42.9

8.0

46.6

3.04

0.30

3.3

Projections

2014/15

29.1

46.7

10.0

47.7

2.70

0.33

3.6

2015/16

31.5

49.1

11.3

47.7

2.53

0.34

4.0

2016/17

32.5

49.7

12.4

47.0

2.40

0.37

4.1

2017/18

35.4

51.8

14.2

45.2

2.17

0.38

4.5

2018/19

36.3

52.6

14.5

41.6

1.94

0.38

4.8

7. For a one (1) year delay the ratios are:

Ratios: Transnet Group

One (1) Year Delay

- Operating margin %

- EBITDA %

- Return on average total assets (%)

-Gearing (%)

-Net debt to EBITDA (Times)

- Asset turnover (Times)

- Cash interest cover (Times)

Budget

2013/14

24.8

42.7

7.9

46.2

3.01

0.30

3.3

Projections

2014/15

28.5

46.2

9.7

47.3

2.71

0.33

3.6

2015/16

29.6

47.6

10.4

47.8

2.67

0.33

3.8

2016/17

29.0

47.1

10.6

48.7

2.75

0.35

3.7

2017/18

31.3

48.7

11.8

48.7

2.64

0.36

3.7

2018/19

32.0

49.5

12.0

47.1

2.49

0.36

3.9

8. For a two (2) year delay the ratios are:
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Ratios: Transnet Group

Two (2) Year Delay

- Operating margin %

- EBITDA %

- Return on average total assets (%)

- Gearing (%)

- Net debt to EBITDA (Times)

- Asset turnover (Times)

- Cash interest cover (Times)

Budget

2013/14

24.8

42.7

7.9

46.0

2.99

0.30

3.3

Projections

2014/15

28.3

45.9

9.6

46.6

2.67

0.33

3.6

2015/16

29.3

47.2

10.3

46.8

2.61

0.34

3.9

2016/17

29.1

47.1

10.7

47.4

2.64

0.35

3.8

2017/18

31.6

48.9

12.0

47.7

2.55

0.36

3.9

2018/19

32.6

50.0

12.3

46.3

2.41

0.36

4.0

SOCIO-ECONOMIC BENEFITS

9. The transaction will be aligned with the Government of South Africa's socioeconomic policy

framework, including CSDP, NGP, NDP, SSI, and IPAP2.

10. Meeting the MDS growth targets supports the National Development Program in the
industrialisation of SA's mineral resources.

11. The program supports the sustainable development of a South African locomotive production

industry.

12. Economic benefits include:

a) Using idle capacity available in South Africa

b) In terms of the National Treasury instruction note the local content for designated sector
(rolling stock - locomotives) for electric locomotives is 60% and for diesel locomotives is
55%.

c) Ability to reinstate / retain local jobs as the skills pool already exists

d) Approximately 2 900 indirect and direct South African jobs will be preserved which
include approximately 186 direct jobs at the TE assembly facility and 1076 (first, second
and third tier) at MARS with further jobs retained in downstream enterprises

PROJECT RISKS

13. Both projects face several risks that could affect their overall economic viability:

14. Locomotive Delivery: This could arise if (i) the confinement is not approved (ii) unforeseen

circumstances on the part of supplier including not complying with CSDP conditions.

15. Lower volumes: MDS volumes may not materialise per plan negating the need to cascade
locomotives and / or the class 43 diesels not being fully or optimally utilised.

16. The coal line locomotives are nonetheless still nearing their end of life and these will require
replacement in the short term to sustain coal exports at 81 mt. Long term coal contracts are
currently being negotiated for 81 mt and there are sufficient coal reserves to sustain this
tempo. The model and NPV is further based on 95% of the coal export volumes materialising.
There is no risk to this project if volumes do not ramp up to 97.4 mt.

17. Exchange Rate Fluctuations:

a) For the 100 Class 19E confined to MARS, the Yen / Rand Rate is forecast to be more
stable than the Rand / Dollar rate. Localisation is already set at 60%, thus mitigating
exchange fluctuation risks.
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b) For the 60 Class 43 confined to GESAT the base price is taken R10/USD. The rate is
forecast to strengthen in the short term which includes the duration of the contract
before weakening.

18. Tariffs not being realised:

a) For the coal line current FOB prices for RBCT coal are around US$90 per ton, well below
the peak of over US$150 per ton. At R9.50/USD and a tariff of R126 per ton, transport
accounts for ~13% of the FOB price. Pressure on tariffs will remain till there is a long
term sustainable uptick in the FOB price.

b) For General Freight increases linked to inflation are not seen as a risk while increases
above inflation will be subject to scrutiny and downward pressure.

19. Tariff exposure to commodity downturns:

a) In the short term this could impact the viability of emerging miners for export coal. This
will affect only 3 mt as the rest are based on long term contracts being negotiated. The
model is also based on 95% of the volumes realising.

b) Locomotives have a 30 year life-cycle which transcends economic cycles. In the short to
medium term the global economic recovery is seen as slow but sustained. The economic
environment for General Freight locomotives was fully set out in the 1064 business case.

20. Over Capitalisation of the Coal Line: This is not seen as a risk as the locomotives sustain
current volumes of 81 mt for which long term contracts are being negotiated. The reserves in
the Mpumalanga basin are also acknowledged to be able to sustain this tempo for the long
term. There is thus little risk of stranded assets. The locomotives being replaced are at the end
or very close to the end of their economic life and would require replacement in the very short
term even if they were not cascaded to General Freight.

21. Project interdependences:

a) Crucial to the new operations and achieving 81mt on the Coal Export Line with the
additional 100 a Class 19E equivalent requires constructing the Ermelo bypass line. This
line enables two 100 wagons trains from the mines to be coupled together enabling the
train to proceed as a single 200 wagon Radio Distributed Power (RDP) train without
going into Ermelo Yard.

b) An interdependency for the 100 Class 19E locomotives is cascading locomotives to

general freight. The 60 Class 43 Diesels do not have other project interdependencies

22. Project risks will be mitigated during implementation by a dedicated cross-functional

project team to manage the contract.
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RECOMMENDATION:

23. It is recommended that the Transnet Board Acquisitions and Disposals Committee recommends
to the Transnet Board of Directors the following:

a) Note the risk to TFR MDS volumes through insufficient traction power resulting from the
delay in the procurement of the 1064 locomotives:

b) To approve the investment in and procurement of 100 Class 19E equivalent electric
locomotives required for the Coal Export Line in the amount of R3 871 m (excluding
borrowing costs): (Annexure A)

c) To approve the confinement and award of the procurement for the 100 Class 19E
equivalent electric locomotives.

d) To approve the investment and change in the fleet plan to procure of 60 Class 43 diesel

locomotives for General Freight in the amount of Rl 826 m (excluding borrowing costs):

e) To approve an extension of the current contract 60 Class 43 diesel locomotives:

f) The GCE be delegated the power to sign and conclude all relevant documents to give
effect to the above resolutions.

RECOMMENDED BY:

Siyabonga Gama Date:
Chief Executive
Transnet Freight Rail

RECOMMENDED BY:

Garry Pita Date:
Group Procurement Officer
Transnet SOC

RECOMMENDED BY:

Mohammed Mahomedy Date:
Group General Manager Capital Integration
Transnet SOC

RECOMMENDED BY:

Anoj Singh Date:
Group Chief Financial Officer
Transnet SOC

RECOMMENDED BY:

Brian Molefe Date:
Group Chief Executive
Transnet SOC
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TRANSNEf

delivering on our commitment to you

TRANSNET FREIGHT RAIL, a Division of Transnet SOC Ltd. invites all interested parties to

respond to a request for proposal (RFP) as indicated below:

TENDERS ARE INVITED FOR THE SUPPLY OF 465 NEW DIESEL LOCOMOTIVES FOR THE
GENERAL FREIGHT BUSINESS (GFB)

94

RFP documents may be obtained on and
after Monday, 23 July 2012 at the
RECEPTION, TENDER ADVICE CENTRE,
INYANDA HOUSE 1, GROUND FLOOR, 21
WELLINGTON ROAD, PARKTOWN,
JOHANNESBURG during the office hours
O8I1OO to 15hOO. A R40 000.00 (inclusive of
VAT) non-refundable tender charge is
required per tender,

NOTE:
1. Payment is to be made to:

Account Name: Transnet Freight Rail
Standard Bank
Account number. 203158593
Branch code: 004805

The deposit slip must reflect the RFP
number and the Company Name.
Receipt/s to be presented prior to
collection of the tenders.

Receipts are to be submitted when
collecting the RFP document

A formal compulsory clarification/site
meeting with representative of the Employer
will take place at Umjantshi A-C Boardroom,
Inyanda House 2, Ground Floor, 13-15 Glrton
Road, Parltfown, Joliannesbury on
Thursday, 10 August 2012 at 10h00.

ENQUIRIES:
UntllWG Mclletshe

Tel: (011) 584-0620/083 268 3365

E-mail: Sar8h.Asseciaal@transnet,net
Reference: TFRAC-HO-8609

Tenderers without a valid tender document
in their possession will not be allowed to
attend the compulsory clarification meeting.
Documents will only be available and
must be collected before 15h00 on
Tuesday, 10 August 2012. (NB: No
tenders will be issued after this
deadline).

RFP documents may be viewed and
downloaded from the website by clicking on
the request for proposal number that Is
highlighted in red on the website:
(ht1n://www.transnetfrelohtrall.co.za/Webslt
e/tenders.html]

This tender shall close punctually on 02
October 2012 at 10li00 at the following
address: The Chairperson, Transnet Freight
Rail Acquisition Council, Inyanda House 1,
Ground Floor, Tender Box, 21 Wellington Rd,
Parktown, JOHANNESBURG, 2001.

The Preference System applicable to this
tender is outlined in the RFP.

Transnet Hotline: 0800 003 056

Email: Transnet@tip-off.cpm

Fax Number: 0800 007 788

Freepost DN 298, uMhlanga Rocks, 4320

0078-0969-0001-0098
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IRANSNEf

^ ^ ^

TRANSNET FREIGHT RAIL, a Division of Transnet SOC Ltd., invites nil Interested parties to
respond to a request for proposal (RFP) as indicated below;

TENDERS ARE INVITED FOR THE SUPPLY OF 599 NEW DUAL VOLTAGE ELECTRIC
LOCOMOTIVES FORTHE GENERAL FREIGHT BUSINESS (GFB)

RFP documents may be obtained on and
after Monday, 23 July 2012 at the
RECEPTION, TENDER ADVICE
CENTRE, INYANDA HOUSE 1 ,
GROUND FLOOR, 21 WELLINGTON
ROAD, PARKTOWN, JOHANNES-
BURG, during the office hours 08:00 to
15:00. A R<IO 000 (inclusive of VAT) non-
refundable tender charge Is required per
tender.

NOTE:
1. Payment is to be made to:

Account Name:
Transnet Freight Rail
Standard Bank
Account number: 203158598
Branch'code: 004805

2. The deposit slip must reflect the
. RFP number and the Company
Name. Receipt/sto be presented
prior to collection of the tenders.

3. Receipts are to be submitted when
collecting the RFP document.

A formal compulsory clarification/site
meeting with . a representative • of the
Employer will take place at Umjantshi A-C
Boardroom, Inyanda House 2, Ground
Floor, 13-15 Girton Road, Parktown,
Johannesburg, on Thursday,
16 August 2012 at 10:00.

ENQUIRIES:
LindiweMdletshe
Tel: 0115840620/083 268 3365

E-mail: Lindiwe.MdletsheOtransnet.net
E-mail: Sarah.Asseqaai@transnet.net
Reference: TFRAC-HO-8608

Tenderers without a valid tender
document in their possession will not be
allowed to attend the compulsory
clarification meeting. Documents will
only be available and must be
collected before 15:00 on Tuesday,
10 August 2012. (NB: No tenders will
be issued afterthis deadline).

RFP documents may be viewed and
downloaded from the.website by clicking
on the request for proposal number that is
highlighted in red on the website:
(littp:// www.transnetfreiglitrnil.co.
za/ Website/tenders, html)

This tender shall close punctually on
2 October 2012 at 10:00 at the
following address: The Chairperson,
Transnet Freight Rail Acquisition Council,
Inyanda House 1, Ground Floor, Tender
Box, 21 Wellington Rd, Parktown,
JOHANNESBURG 2001.

The Preference System applicable to
this tender is outlined in the RFP

Transnet Hotline: 0800 003 056
E-mail: Transnettatip-off.com
Fax: 0800007 788
Freepost DN 298, Umhlanga Rocks 4320

fretghtrall rail engineering pipelines part terminals national ports authority

Li

0078-0969-0001-0099
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TRANSNEI'

V
TRANSNET FREIGHT RAIL

an Operating Division of TRANSNET SOC LTD

(Registration No. 1990/000900/30)

REQUEST FOR PROPOSAL [RFP]

FOR THE SUPPLY OF 599 NEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE

GENERAL FREIGHT BUSINESS (GFB)

RFP NUMBER: TFRAC-HO-8608

ISSUE DATE: 23 July 2012

CLOSING DATE: 16 October 2012

CLOSING TIME: 10:00 am

BID VALIDITY PERIOD: 29 April 2013

COMPULSORY BRIEFING SESSION:

A compulsory briefing session will be held at the following venue:

Time : 10:00 am

Date : 16 August 2012

Venue : Transnet Freight Rail, School of Rail Campus

Esselenpark Campus

Main Building Hall

No.l P91 Road (Modderfontein Road off R25)

Kaalfontein

Kempton Park

Johannesburg

PLEASE NOTE CHANGE IN VENUE

Respondent's Signature Date & Company Stamp0078-0969-0001-0100
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SCHEDULE OF BID DOCUMENTS

Section No Page

SECTION 1: NOTICE TO BIDDERS 5

1. PROPOSAL REQUEST 5

2. FORMAL BRIEFING 6

3. PROPOSAL SUBMISSION 6

4. DELIVERY INSTRUCTIONS FOR RFP 6

5. LOCAL CONTENT THRESHOLD 8

6. SUPPLIER DEVELOPMENT INITIATIVES 10

7. BROAD-BASED BLACK ECONOMIC EMPOWERMENT AND SOCIO-ECONOMIC OBLIGATIONS 10

8. COMMUNICATION 12

9. INSTRUCTIONS FOR COMPLETING THE RFP 12

10. COMPLIANCE 12

11. ADDITIONAL NOTES 13

12. DISCLAIMERS 13

13. PUBLIC FINANCE MANAGEMENT ACT (PFMA) 14

14. LEGAL REVIEW 14

SECTION 2 : BACKGROUND, OVERVIEW AND SCOPE OF REQUIREMENTS 16

1. BACKGROUND 16

2. EXECUTIVE OVERVIEW 16

3. SCOPE OF REQUIREMENTS 17

4. GENERAL INFORMATION 20

5. MANUFACTURERS 20

6. INSPECTION DETAILS 21

7. IMPORTED CONTENT 21

8. EXCHANGE AND REMITTANCE 21

9. EXPORT CREDIT AGENCY SUPPORTED FINANCE 22

10. NATIONAL RAILWAY SAFETY REGULATOR ACT 22

11. SERVICE LEVELS 23

12. CONTINUOUS IMPROVEMENT INITIATIVES 23

13. RISK 24

14. REFERENCES 24

15. EVALUATION METHODOLOGY AND CRITERIA 24

SECTION 3: FINANCIAL OFFER & OTHER PERTINENT INFORMATION 25

1. FINANCIAL OFFER 25

2. GENERAL 27

SECTION 4 : PROPOSAL FORM 35

SECTION 5 : VENDOR APPLICATION FORM 40

SECTION 6 : SIGNING POWER - RESOLUTION OF BOARD OF DIRECTORS 42

SECTION 7 : CERTIFICATE OF ACQUAINTANCE WITH RFP DOCUMENTS 43

Respondent's Signature Date & Company Stamp0078-0969-0001-0101
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SECTION 8 : GENERAL BID CONDITIONS - GOODS 44

SECTION 9: CERTIFICATE OF ACQUAINTANCE WITH DRAFT SUPPLY AGREEMENT 45

SECTION 10 : RFP DECLARATION FORM 46

SECTION 11 : BREACH OF LAW 49

SECTION 12 : BID CLARIFICATION REQUEST FORM 50

SECTION 13 : SUPPLIER CODE OF CONDUCT 51

SECTION 14: CERTIFICATE OF ATTENDANCE OF BRIEFING SESSION 53

SECTION 15: CERTIFICATE OF ACQUAINTANCE WITH SPECIFICATIONS AND DRAWINGS 54

SECTION 16: NON-DISCLOSURE AGREEMENT [NDA] 55

SECTION 17: SUPPLIER DEVELOPMENT INITIATIVES 56

RFPANNEXURES:

ANNEXURE A - DECLARATION CERTIFICATE FOR LOCAL PRODUCTION AND CONTENT [FORM SBD 6.2]

ANNEXURE B - SUPPLIER DEVELOPMENT BID GUIDELINES DOCUMENT

ANNEXURE C - LOCAL CONTENT DECLARATION: SUMMARY SCHEDULE

ANNEXURE D - IMPORTED CONTENT DECLARATION: SUPPORTING SCHEDULE TO ANNEXURE C

ANNEXURE E - LOCAL CONTENT DECLARATION: SUPPORTING TO ANNEXURE C

ANNEXURE F - FINANCIAL TOTAL COST OF OWNERSHIP (TCO) MODEL (to be issued during the tender process)

ANNEXURE G - SUPPLIER DEVELOPMENT VALUE SUMMARY

ANNEXURE H - NON-DISCLOSURE AGREEMENT

ANNEXURE I - DRAFT SUPPLY AGREEMENT (to be issued during the tender process)

ANNEXURE J - GENERAL BID CONDITIONS (GOODS)

ANNEXURE K - LOCOMOTIVE SPECIFICATION

ANNEXURE L - SABS TECHNICAL SPECIFICATION SATS 1286:2011 (LOCAL CONTENT)

Respondent's Signature Date & Company Stamp0078-0969-0001-0102
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B-BBEE

CD

DPE

DTI

EME

GBC

GFB

ID

JV

LOI

NDA

NGP

OD

PTN

PPPFA

QSE

RFP

SD

SOC

TFR

TFRAC

TRE

TCO

VAT

ZAR

SARB

CPI

GTK

LIST OF ACRONYMS

Broad-Based Black Economic Empowerment

Compact/computer disc

Department of Public Enterprises

Department of Trade and Industry

Exempted Micro Enterprise

General Bid Conditions

General Freight Business

Identity Document

Joint Venture

Letter of Intent

Non-Disclosure Agreement

New Growth Path

Transnet Operating Division

Post-Tender Negotiations

Preferential Procurement Policy Framework Act

Qualifying Small Enterprise

Request for Proposal

Supplier Development

State Owned Company

Transnet Freight Rail

Transnet Freight Rail Acquisition Council

Transnet Rail Engineering

Total Cost of Ownership

Value-Added Tax

South African Rand

South African Reserve Bank

Consumer Price Index

Gross Ton Kilometres

Respondent's Signature Date & Company Stamp0078-0969-0001-0103
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RFP FOR THE SUPPLY OF

599 NEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT
BUSINESS (GFB)

Section 1: NOTICE TO BIDDERS

1. PROPOSAL REQUEST

INTRODUCTION

Please note that this RFP will be issued in parts. This document constitutes Part 1 of the RFP

and contains the following information:

• General information;

• Technical information;

• Local content;

• B-BBEE scorecard;

• Supplier Development;

• Financial proposal;

• Administrative information e.g. pertaining to closing dates, briefing session, returnable

documents, etc.

Subsequent parts will be issued at a later stage(s) and will address aspects such as evaluation

criteria, evaluation methodology, weightings and supply agreement, Financial Total Cost of

Ownership (TCO) Model, inter alia.

Responses to this RFP [hereinafter referred to as a Proposal or Proposals] are requested from companies,

close corporations or enterprises [hereinafter referred to as an Entity or Respondent] to supply the

aforementioned requirement(s) to Transnet.

On or after 23 July 2012, the RFP documents may be inspected at, and are obtainable from the office of

the Secretariat TFRAC, Inyanda House No 1, Ground Floor, 21 Wellington Road, Parktown, Johannesburg on

payment of an amount of R 40,000.00 [Forty thousand SA Rand][inclusive of VAT) per set. Payment is to

be made as follows:

Account Name: Transnet Freight Rail

Bank: Standard Bank

Account No: 203158598

Branch code: 004805

NOTES -

a) This amount is not refundable.

b) A receipt for such payment made must be presented when collecting the RFP documents and

submitted with your Proposal.

RFP documents will only be available until the 10 August 2012 at 14hOO. No RFP will be issued after

this date and time.

Any additional information or clarification will be faxed or emailed to all Respondents, if necessary.

Respondent's Signature Date & Company Stamp0078-0969-0001-0104
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2. FORMAL BRIEFING

A compulsory briefing session will be conducted by TFR on the 16 August 2012, Transnet Freight Rail,

School of Rail Campus, Esselenpark Campus, Main Building Hall, No. l P91 Road (Modderfontein

Road off R25), Kaalfontein, Kempton Park, Johannesburg, for a period of ± 5 hours. [Respondents are

to provide their own transportation and accommodation].

2.1 A Certificate of Attendance in the form set out in Section 14 hereto must be completed and submitted

with your Proposal.

2.2 Respondents failing to attend the compulsory briefing session will be disqualified.

2.3 Respondents without a valid RFP document in their possession will not be allowed to attend the

briefing session.

2.4 The briefing session will start punctually at 10:00am.

2.5 Transnet reserves the right (in its sole discretion) to hold further briefing session(s) with the bidders

should this be deemed necessary.

2.6 Transnet furthermore reserves the right to issue amendments/addendums to this RFP should this be

deemed necessary.

3. PROPOSAL SUBMISSION

Proposals in triplicate (one original plus two copies) plus a CD/s copy(ies) which must be clearly

labelled and must reach the Chairperson, TFRAC before 10:00am on Tuesday 16 October 2012, and

must be enclosed in a file/s which must have inscribed on the outside:

RFP No: TFRAC-HO-8608

Description 599 NEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE
GENERAL FREIGHT BUSINESS (GFB)

Closing date and time: Tuesday, 16 October 2012 at 10:00am

Closing address [Refer options in paragraph 4 below]

4. DELIVERY INSTRUCTIONS FOR RFP

4.1 Delivery by hand

If delivered by hand, the file/s are to be deposited in the TFR tender box which is located at Inyanda

House No 1, Ground Floor, 21 Wellington Road, Parktown, and should be addressed as follows:

THE CHAIRPERSON

TRANSNET FREIGHT RAIL

ACQUISITION COUNCIL

TENDER BOX

INYANDA HOUSE 1

21 WELLINGTON ROAD

PARKTOWN

Respondent's Signature Date & Company Stamp0078-0969-0001-0105
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a) The measurements of the "tender slot" are 500mm wide x 100mm high, and Respondents must

please ensure that proposal documents or files are not larger than the above dimensions.

Responses which are too bulky [i.e. more than 100mm thick] must be split into two or more files

(referenced accordingly) and each file to be endorsed as required in paragraph 3 and 4 above.

b) It should also be noted that the above tender box is located at the ground level main entrance in

21 Wellington Road and is accessible to the public 24 hours per day, 7 days a week.

4.1 Despatch by courier

If despatched by courier, the file/s must be addressed as follows and delivered to the Office of The

Chairperson, TFRAC and a signature obtained from that Office.

THE CHAIRPERSON

TRANSNET FREIGHT RAIL

ACQUISITION COUNCIL

GROUND FLOOR

INYANDA HOUSE 1

2 1 WELLINGTON ROAD

PARKTOWN, JOHANNESBURG

4.2 Please note that this RFP closes punctually at 10:00am on Tuesday 16 October 2012.

4.3 If Proposals are not delivered as stipulated herein, such Proposals will not be considered and will be

treated as "NON-RESPONSIVE." Such Proposals will be disqualified.

4.4 No email or facsimile responses will be considered, unless otherwise stated herein.

4.5 Proposals to this RFP will be opened as soon as practicable after the expiry of the time advertised for

receiving them.

4.6 Transnet shall not, at the opening of Proposals, disclose to any other company any confidential details

pertaining to the Proposals / information received, i.e. pricing, delivery, etc. The names of the

Respondents will be divulged to other Respondents upon request.

4.7 File/s must not contain documents relating to any RFP other than that shown on the file/s. All file/s

must reflect the return address of the Respondent on the reverse side.

4.8 Should the Respondents want to include any additional conditions, such conditions must be embodied

in an accompanying letter. Subject only to clause 15 [Alterations made by the Respondent to Bid

Prices] of the General Bid Conditions, alterations, additions or deletions must not be made by the

Respondent to the actual RFP documents.

4.9 Proposals to this RFP must be submitted on a clearly labelled CD/s in PDF format as well. Specific

spread sheets to be used by TFR must also be available for editing purposes in Excel.

4.10 Proposals to this RFP must be submitted in clearly demarcated files (referenced accordingly) in terms of

the following:

1. Returnable Checklist

2. Local Content proposal

3. Supplier Development

Respondent's Signature Date & Company Stamp0078-0969-0001-0106
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4. B-BBEE scorecard

5. Technical proposal

6. Financial proposal

7. Annexures

5. LOCAL CONTENT THRESHOLD

It is a prerequisite of the Preferential Procurement Policy Framework Regulations 2011 that all procurement

activities undertaken by Transnet which involve "designated sectors" [i.e. the purchase of textile, clothing,

leather and footwear, power pylons, rolling stock [locomotives and wagons], canned/processed vegetables

and/or buses [bus bodies]] shall be subject to the requirements of Regulation 9(1) thereof. Since this RFP

falls within these designated sectors, "local content" is a pre-qualification for this acquisition of Electric

Locomotives. The stipulated minimum threshold for electric locomotives is 60%. Only locally produced or

locally manufactured electric locomotives with this stipulated minimum threshold for local production will be

considered.

Transnet reserves the right to evaluate bids in accordance with any instructions issued by National Treasury.

Transnet also reserves the right to approach the Minister of Finance for exemption from the Regulations or

instructions and to evaluate the bids in accordance with such exemption if granted.

Please note that apart from the stipulated minimum threshold of 60% for Electric Locomotives, the following

thresholds must also be met in respect of certain components or activities:

No

1

2

3

Component / Activity

Assembly of locomotives and EMU

Car body:

- Car body shell

- Door system

- Windows

- Seats (for coach interior)

- Lighting

- Grab pillars and rails

- Interior gladding

- Cable and wire

- Safety equipment

- Pipe works and ducts

Bogie:

- Bogie frame

% local content ( 3 - 5

years)

100%

100%

100%

% local content (6

years and above)

100%

100%

100%

Respondent's Signature Date & Company Stamp0078-0969-0001-0107
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4

5

6

7

8

9

10

- Motor suspension unit

- Wheel sets and wheel components

- Axle and axle boxes

- Bearings

- Bolster

Coupling Equipment

- Coupler body

- Coupler hook

- Yoke

- Pin

- Draft-gear

Suspension

- Shock absorbers and dampers

- Springs

Heat, Ventilation and Air

Conditioning

- Fabrication

- Power Coating

- Heat Exchangers

- Fans

- Compressors

- Refrigeration components

- Electrical components

- Fasteners

- Insulation and liners

Braking system

Alternators

Traction motors

Electric systems

100%

100%

60%

70%

90%

65%

80%

100%

100%

70%

80%

100%

80%

90%

Respondents must complete and return the Declaration Certificate for Local Production and

Content appended hereto as Annexure A, C, D & E Only the South African Bureau of Standards

(SABS) approved technical specification number SATS 1286:2011 must be used to calculate

local content (Annexure L).

Respondent's Signature Date & Company Stamp0078-0969-0001-0108

TRANSNET-REF-BUNDLE-04414



105
RFP No. TFRAC-HO-8608 Page 10 of 59

6. SUPPLIER DEVELOPMENT INITIATIVES

Historically in South Africa there has been a lack of investment in infrastructure, skills and capability

development and an inequality in the income distribution and wealth of a significant portion of the

population. There have been a number of Government initiatives developed to address these challenges. In

particular, the New Growth Path [NGP] developed in 2010 aligns and builds on previous policies to ensure

the achievement of Government's development objectives for South Africa.

Transnet fully endorses and supports Government's New Growth Path policy through its facilitation of

Supplier Development [SD] initiatives. The Respondent is required to submit a detailed and narrative

based Supplier Development initiative/ proposal. In the case of a JV the principal respondent is required to

submit a detailed and narrative based Supplier Development initiative/ proposal. [Refer to Section 17

(Supplier Development Initiatives) and Annexure B (Guidelines for a Supplier Development Bid Document)]

7. BROAD-BASED BLACK ECONOMIC EMPOWERMENT AND SOCIO-ECONOMIC OBLIGATIONS

Transnet fully endorses and supports the Government's Broad-Based Black Economic Empowerment

Programme and it is strongly of the opinion that all South African business enterprises have an equal

obligation to redress the imbalances of the past.

Transnet would therefore prefer to do business with local business enterprises who share these same values

and who are prepared to contribute to meaningful B-BBEE initiatives [including, but not limited to

subcontracting and Joint Ventures] as part of their tendered responses. Transnet will accordingly allow

"preference" points to companies who provide a VALID B-BBEE Verification Certificate. All procurement

transactions will be evaluated accordingly.

Consequently, when Transnet invites prospective suppliers to submit Proposals for its various expenditure

programmes, it requires Respondents [Large Enterprises and QSE's - see below] to have themselves

accredited in compliance with the Government Gazette No 34612, Notice No. 754 dated 23 September 2011.

As from 1 October 2011 valid B-BBEE Verification Certificates must be issued by:

a) Verification Agencies accredited by the South African National Accreditation System [SANAS]; or

b) Registered auditors approved by the Independent Regulatory Board of Auditors [IRBA], in

accordance with the approval granted by the Department of Trade and Industry.

A VALID Verification Certificate issued must reflect the weighted points attained by the measured entity for

each element of the scorecard as well as the overall B-BBEE rating.

A certificate will be regarded as valid and scored if accredited in accordance with the above.

7.1 Joint Ventures and Subcontractors

Joint Ventures - Incorporated JV/ Consortium/s

As part of the incorporated JV/ Consortium's tendered responses, the Incorporated JV/ Consortium/s

must submit a VALID B-BBEE certificate in their registered name.

Joint Ventures - Un-incorporated JV/ Consortium

Respondent's Signature Date & Company Stamp0078-0969-0001-0109
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Unincorporated joint ventures must obtain a consolidated B-BBEE scorecard as if they were a group

structure, provided that such a consolidated B-BBEE scorecard is prepared for this venture.

In addition to the above, Respondents who wish to enter into a Joint Venture with, or subcontract

portions of the contract to B-BBEE entities, must state in their RFPs, the percentage of the total

contract value that will be allocated to such B-BBEE entities, should they be successful in being

awarded any business. A rating certificate in respect of such B-BBEE JV-partners and/or

subcontractor(s), as well as a breakdown of the distribution of the aforementioned percentage must

also be furnished with the RFP response.

Guidance regarding B-BBEE Rating

In terms of the Codes of Good Practice, Enterprises are rated by Verification Agencies or registered

auditors based on the following:

a) Large Enterprises [i.e. annual turnover greater than R35 million]:

• Rating level based on all seven elements of the B-BBEE scorecard

b) Qualifying Small Enterprises - QSE [i.e. annual turnover between R5 million and R35 million]:

• Rating based on any four of the elements of the B-BBEE scorecard

c) Exempted Micro Enterprises - EME [i.e. annual turnover less than R5 million]:

• Automatic rating of Level 4 B-BBEE irrespective of race or ownership

• Black ownership greater than 50% or Black Women ownership greater than 50%

automatically qualify as Level 3 B-BBEE

Sufficient evidence to qualify as an EME will be the submission of a certificate from an IRBA

accredited auditor, accounting officer or SANAS accredited verification agency. The certificate must

confirm the entity's turnover, black ownership, black women ownership and B-BBEE status level.

Respondents will be required to furnish proof of the above to Transnet. [i.e. a VALID B-BBEE

Certificate and a detailed scorecard as stipulated above in respect of Large Enterprises and QSEs, or

proof of turnover in respect of EMEs].

NB: Respondents who are not in possession of a Valid B-BBEE certificate at the

closing date will be afforded a further opportunity to provide such Valid

Certificate at Transnet's discretion.

Turnover: Kindly indicate your entity's annual turnover for the past year:

R

7.2 B-BBEE Registration

In addition to the accreditation certificate, Transnet recommends that Respondents register their

B-BBEE compliance and supporting documentation on the Department of Trade and Industry's [DTI]
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National B-BBEE IT Portal and Opportunities Network and provide Transnet with proof of registration in

the form of an official B-BBEE Profile issued by the DTI.

Transnet would wish to use the DTI B-BBEE IT Portal as a data source for tracking B-BBEE compliance.

For instructions to register and obtain a DTI B-BBEE Profile go to http://bee. thedti. gov.za

8. COMMUNICATION

Respondents are advised that should any attempt be made by a Respondent either directly or indirectly to

canvass any officer or employee of Transnet in respect of this RFP between the closing date and the date of

the award of the business the Proposal/Respondent will be disqualified from any further participation in the

tender process.

9.1 For specific queries relating to this RFP, a Bid Clarification Request Form should be submitted before

12:00pm on the 14th September 2012 to Lindiwe.Mdletshe@transnet.net, substantially in the form set

out in Section 12 hereto. In the interest of fairness and transparency Transnet's response to such a

query will be made available to other Respondents who have collected RFP documents. For this

purpose all Respondents need to indicate by email their intention to respond to this RFP by informing

Transnet of their contact details as soon as possible but not later than 16 August 2012 to

Lindiwe.mdletshe@transnet.net.

9.2 After the closing date of the RFP, Respondents may communicate with the Secretary of the TFRAC, at

facsimile number 011 774 9760 or by email to Prudence.Nkabinde@transnet.net on any matter

relating to the RFP Proposal. For confirmation of transmission the Respondent may call the secretariat

on this telephone number: 011 584 9486.

9.3 Respondents found to be in collusion with one another will be automatically disqualified and

blacklisted from doing business with Transnet in the future.

9. INSTRUCTIONS FOR COMPLETING THE RFP

10.1 Sign all sets of documents [sign, stamp and date the bottom of each page]. These set will serve as

legal and binding copies. Triplicate sets of documents are required. These second sets can be a

copy of the original signed Proposal.

10.2 All sets of documents to be submitted to the address specified in paragraph 4 above.

10.3 A CD copy of the RFP Proposal (PDF version) must be submitted. Specific spread sheets to be used

by TFR must also be available for editing purposes in Word / Excel (Annexures A, F, G & K).

All mandatory returnable documents listed in the Proposal Form [Section 41 must be returned with

your Proposal.

10. COMPLIANCE

The successful Respondent [hereinafter referred to as the Supplier] shall be in full and complete compliance

with any and all applicable laws and regulations of Republic of South Africa.

Respondent's Signature Date & Company Stamp0078-0969-0001-0111
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11. ADDITIONAL NOTES

12.1 All returnable documents as indicated in the Proposal Form [Section 4] must be returned with the

proposal. Failure to provide us with all mandatory returnable documents by the closing date will

result in disqualification.

12.2 Changes by the Respondent to its submission will not be considered after the closing date.

12.3 The person or persons signing the Proposal must be legally authorised by the Respondent to do so

[Refer Section 6 - Signing Power, Resolution of the Board of Directors]. A list of those person(s)

authorised to negotiate on your behalf [if not the authorised signatories] must also be submitted

along with the Proposal together with their contact details.

12.4 Transnet does not engage with non-value adding agents or representatives solely for the purpose of

increasing B-BBEE spend (fronting).

12.5 Transnet may wish to visit selected Respondents place of manufacture during this RFP process.

12.6 Transnet reserves the right to undertake post-tender negotiations [PTN] with any number of short-

listed Respondents..

12.7 Unless otherwise expressly stated, all Proposals furnished pursuant to this RFP shall be deemed to

be offers. Any exceptions to this statement must be clearly and specifically indicated. Transnet

reserves the right to reject any or all offers.

FAILURE TO OBSERVE ANY OF THE AFOREMENTIONED REQUIREMENTS

MAY RESULT IN A PROPOSAL BEING REJECTED

12. DISCLAIMERS

Respondents are hereby advised that Transnet is not committed to any course of action as a result of its

issuance of this RFP and/or its receipt of a Proposal in response to it. In particular, please note that Transnet

reserves the right to:

13.1 modify the RFP's Goods and request Respondents to re-bid on any changes;

13.2 reject any Proposal which does not conform to instructions and specifications which are detailed in

this Part or any subsequent parts of this RFP;

13.3 disqualify Proposals submitted after the stated submission deadline;

13.4 not necessarily accept the lowest priced Proposal;

13.5 reject all Proposals, if it so decides;

13.6 withdraw the RFP on good cause shown; including if PFMA or final Transnet Board approval is not

granted;

13.7 award a contract in connection with this Proposal at any time after the RFP's closing date;
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13.8 award a contract for only a portion of the proposed Goods which are reflected in the scope of this

RFP;

13.9 split the award of the contract between more than one Supplier;

13.10 make no award of a contract; or

13.11 exercise options during the acquisition programme, for example to suspend, postpone or terminate

the acquisition of locomotives. Transnet reserves the right to invoke such suspension, postponement

or termination and this will be indicated in the supply agreement.

In addition, Transnet reserves the right to exclude any Respondent from the bidding process who has been

found guilty of a serious breach of law during the preceding 5 [five] years, including but not limited to

breaches of the Competition Act 89 of 1998. Respondents are required to indicate in Section 11 [Breach of

Law] whether or not they have been found guilty of a serious breach of law during the past 5 [five] years.

This RFP contains the key, indicative commercial, technical and legal terms on which Transnet proposes to

purchase the Locomotives contemplated in this RFP. The decision by Transnet to award the RFP to a bidder

through its internal processes and governance structures and any commitment from Transnet is, in each

case, subject to and will only be completed upon the signing of a set of mutually satisfactory procurement

agreements between the parties (substantially in the form of the draft supply contract referred to in Section

9 of this RFP, which will be made available during the tender process). In the absence of such signed

agreements, Transnet will not be bound by an interim step in the process [including but not limited to a

decision by its approval body to appoint a bidder as the preferred bidder or to award such RFP to a specific

bidder, as the case may be].

Kindly note that Transnet will not reimburse any Respondent for any preparatory costs or other work

performed in connection with this Proposal, whether or not the Respondent is awarded a contract.

13. PUBLIC FINANCE MANAGEMENT ACT (PFMA)

In terms of section 54(2)(d) of the PFMA, Transnet must obtain Ministerial approval for the acquisition of a

significant asset before proceeding with the acquisition and as such this acquisition is subject to PFMA

approval. Furthermore this acquisition is subject to final approval being granted by the Transnet Board of

Directors.

14. LEGAL REVIEW

A Proposal submitted by a Respondent will be subjected to review and acceptance or rejection of its

proposed contractual terms and conditions by Transnet's Legal Counsel, prior to consideration for an award

of business.

Respondents are to complete this section:

NAME OF RESPONDENT .

PHYSICAL ADDRESS
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Respondent's contact person

Name

Designation

Telephone

Cell Phone

Facsimile

Email

Website

Transnet urges its clients, suppliers and the general public

to report any fraud or corruption on the part of Transnet employees to

TIP-OFFS ANONYMOUS: + 27 800 003 056
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RFP FOR THE SUPPLY OF

599 NEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT
BUSINESS(GFB)

Section 2 : BACKGROUND, OVERVIEW AND SCOPE OF REQUIREMENTS

1. BACKGROUND

The South African railway network is operated by TFR which is an Operating Division of Transnet SOC Ltd, a

State Owned Company [SOC].

Estimates show that Transnet has a shortage of GFB type electric locomotives. In addition to this shortage,

Transnet intends to increase traffic through the main corridors within the next 7 [seven] years.

TFR wishes to significantly modernise and upgrade its current fleet of electric locomotives. These

locomotives, many of which have seen nearly 30 [thirty] years of service, cannot guarantee the degree of

reliability and availability needed to provide the level of customer service TFR is aspiring to deliver. Much of

this fleet is therefore in need of replacement.

In addition, recent investment in the railway infrastructure in South Africa and improvements in operating

efficiency has meant that the volume of freight traffic being carried by TFR has increased considerably and

this trend is likely to continue into the medium and longer term.

2. EXECUTIVE OVERVIEW

Transnet is seeking a Supplier(s) to provide solutions for its Operations Divisions. It also seeks to improve its

current processes for providing these Goods to its end user community throughout its locations.

The selected Supplier(s) will share in the mission and business objectives of Transnet. These mutual goals

will be achieved by meeting contract requirements and new challenges in an environment of teamwork, joint

participation, flexibility, innovation and open communications. In this spirit of collaboration, Transnet and its

Supplier(s) will study the current ways they do business to enhance current practices and support processes

and systems. Such a relationship will allow Transnet to reach higher levels of quality, service and

profitability.

Specifically, Transnet seeks to benefit from this Supplier(s) in the following ways:

2.1 Transnet must receive reduced cost of acquisition and improved service benefits resulting from the

Supplier's economies of scale and streamlined service processes.

2.2 Transnet must achieve appropriate availability that meets user needs while reducing costs for both

Transnet and the chosen Supplier(s).

2.3 Transnet must receive proactive improvements from the Supplier with respect to supply of Goods and

related processes.

2.4 Transnet's overall competitive advantage must be strengthened by the chosen Supplier's leading edge

technology and service delivery systems.
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2.5 Transnet's end users must be able to rely on the chosen Supplier's personnel for service enquiries,

recommendations and substitutions.

2.6 Transnet must reduce costs by streamlining its acquisition of goods, including managed service

processes on a Group basis.

2.7 Transnet is committed to adhere to the following processes and objectives:

2.7.1 To ensure the bidding process is fair and transparent

2.7.2 To identify suppliers with whom TFR can collaborate, to ensure value for money and

compliance with Transnet's support for the government's New Growth Plan [NGP], IPAP

I I and related government objectives

2.7.3 Transnet is committed to obtaining significant socio-economic objectives in addition to

value for money and security of supply. In light of this TFR seeks to appoint a supplier

who can commit to delivering on the governments objectives (NGP & IPAPII), which

include;

s Industrialisation

s Localisation

s The creation of jobs

s The transfer of technical skills, IP and knowhow of the South African industry

s Increasing the capability and capacity of the South African rolling stock

industry

s Reducing capital leakage

s Increase South Africa's exports

S The integration of South African suppliers into the locomotive OEM's global

supply chains

2.7.4 To allow for the long term maintenance of the Locomotives, post warranty period, by

requiring the Supplier(s) to commit to transferring such related skills to Transnet and

South African companies.

3. SCOPE OF REQUIREMENTS

This RFP is issued for the acquisition of 599 [five hundred and ninety-nine] Electric Locomotives [the

Locomotives], to be delivered and fully operational according to the specification provided. TFR is therefore

requesting Respondents to provide their best solution to meet the aggressive delivery schedule required for the

Locomotives as set out in paragraph 3.1 below. Detailed specifications are attached as Annexure K.

In alignment with the requirements of the NGP to reduce the carbon intensity of the economy, Respondents

are required to provide a plan on how Transnet can contribute to reducing the effects of climate change

through these Locomotives. This plan should include improvements such as, but not limited to, increased

energy efficiency of the Locomotives, increased power regeneration abilities, the manner in which the

Respondents will develop the local supplier industry for greener technologies and the manner in which the

power grid can be optimised.

In addition to the above requirements, please provide the following information:

Respondent's Signature Date & Company Stamp0078-0969-0001-0116

TRANSNET-REF-BUNDLE-04422



RFP No. TFRAC-HO-8608 Page 18 of 59
113

Ref

1

2

3

4

5

6

7

8

Questionnaire

Do you participate in the Investor Carbon Disclosure Project
[CDP]?

If you participate in the CDP what are your current
scores/ratings?

Does your Locomotive design accommodate the use of
renewable energy supply?

Does your Locomotive have regeneration capability and the
required metering and measurement instruments to manage
energy consumption and quantify regeneration back to the
grid?

Does your Locomotive design allow for retrofitting of the
technology to enable use of renewable energy supply?

What would be the cost of such a retrofit?

Does your company have a documented process for the
decommissioning and recycling of a locomotive at the end of
its lifespan?

Which of the following methods does your company employ
to drive emission reduction in your locomotive products:

• Compliance to regulatory requirements/standards

• Dedicated budget for energy efficiency

• Dedicated budget for low carbon R&D

• Dedicated budget for other emission reduction
activities

• Other [specify]

Response: If yes, provide

details

3.1 7-Year GFB Locomotive Delivery Schedule

New GFB Electric Locomotive Plan

Delivery
Periods

Quantity of
Locomotive

2014/15

65

2015/16

130

2016/17

130

2017/18

130

2018/19

144

Total

599

Transnet requires flexibility in exercising options for the acquisition of the Locomotives. These options may

include suspending or postponing the delivery of the Locomotives until a later date or changing quantities.

Transnet however does not expect to pay a price premium should it exercise any of these options.
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Transnet reserves the right to terminate the Locomotive acquisition programme or any part thereof at any

stage during the seven year period should circumstances so dictate. Therefore, Transnet is not obliged to

acquire the full amount of 599 Locomotives. Bidders are therefore required to provide 'Break-pricing' for

each of the stages indicated below, should Transnet decide to terminate the acquisition process at any of

these stages.

DELIVERY SCHEDULE IN BATCHES

Delivery Periods 2014/15 2015/16 2016/17 2017/18 2018/19

Total number of

Locomotives in Batches

Pricing per Locomotive

65

65

65

130

195

65

130

130

325

65

130

130

130

455

65

130

130

130

144

599

Guiding Principles

The Respondents are to take the following guiding principles in consideration when compiling their

Proposals:

a) Proposals must be strictly in accordance with the technical specification provided.

b) Maximum standardisation is required of all sub-systems irrespective of the type of proposed

Locomotives. By implication, a common source of supply is preferred but shall be evaluated on a

cost to TFR basis.

c) A long term [life of the fleet] localised service commitment from the successful Respondent is

required-

i. during the warranty and defect liability period [DLP], except for consumables. During the

warranty and defect liability period [DLP] the supplier must ensure that critical spares

are available in the country and transported to site when required.

ii. for continuous technological upgrades to constantly reduce costs and increase

efficiencies. The design philosophy must thus cater for future technological changes;

iii. for the development of and continuous adjustments to the maintenance plans to

guarantee the performance requirements and thereby reduce costs; and

iv. for continuous specialised training (operating (Drivers) as wells as Technical personnel)

as required by Transnet.

3.2 Specifications

Annexure K attached herewith outlines TFR's desired outcomes required from the Locomotives and

standardised technical requirements. These specifications and the additional worksheets are designed to

assist the Respondents in choosing the best overall solution that will meet TFR's needs.
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All responses must be fully substantiated in the relevant Technical bid responses (Annexure K).

Alternative Proposals

TFR recognises that Respondents may feel able to deliver a better overall solution that meets TFR's

objectives without meeting all of the essential requirements. Failure to meet an essential requirement

therefore may not lead to a Proposal being deemed non-compliant and being rejected, provided that a

satisfactory alternative that meets all mandatory requirements and which provides a satisfactory

alternative to the essential requirements is provided. Respondents should note that a failure to meet an

essential requirement, without providing a satisfactory alternative, will attract a negative score in the

evaluation process. Conversely, exceeding an essential requirement will attract a positive score during

evaluation.

3.3 Instructions for Completion of Specification Schedule [Annexure H]

• Do not add extra columns and/or rows in the spreadsheet.

• Do not change the clause wording.

• If fully compliant please use the words "Full Compliance" under the compliance level column.

• If partially compliant please use the words "Partial Compliance" under the compliance level

column.

• If not compliant please use the words "Non-compliance" under the compliance level column.

• For all instances where the response is "Non-compliance", please provide comments.

• If there is a feature of the proposed solution that is not listed in the spread sheet, please

provide separate details and potential benefits to TFR of such feature being proposed.

4. GENERAL INFORMATION

4.1 The Supplier(s) shall be fully responsible to Transnet for the acts and omissions of persons directly or

indirectly employed by them.

4.2 The Supplier(s) must provide the information requested and comply with the requirements stated in

this RFP.

5. MANUFACTURERS

The Respondents must state hereunder the actual manufacturer(s) of the components tendered for:

5.1. LOCAL MANUFACTURER(S):

DESCRIPTION NAME ADDRESS [IN FULL]

5.2. FOREIGN MANUFACTURER(S):

DESCRIPTION NAME ADDRESS [IN FULL]
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6.

7.

Respondents should attach a separate annexure containing this information, should it be required.

INSPECTION DETAILS

The Respondents must state the actual name(s) and address/addresses of the suppliers of the Locomotive

components for inspection purposes only:

6.1. LOCAL MANUFACTURER(S):

DESCRIPTION OF
COMPONENT

NAME ADDRESS [IN FULL]

6.2. FOREIGN MANUFACTURER(S):

DESCRIPTION OF
COMPONENT

NAME ADDRESS [IN FULL]

IMPORTED CONTENT

The Respondents must state hereunder the value and percentage of the imported content as well as the

country of origin in respect of each Locomotive component to be imported:

DESCRIPTION. VALUE
%

COST
COUNTRY OF

ORIGIN
CURRENCY TARIFF

HEADING

Note: Where more than one country is applicable to one item, the Respondents must furnish this information

separately.

8. EXCHANGE AND REMITTANCE

The attention of the Respondents is directed to clause 16 [Exchange and Remittance] of the General Bid

Conditions appended hereto. The Respondent is also to note that the particulars of the exchange rate on

which the Respondent has based its tendered price(s), is/are to be stipulated hereunder.

8.1. ZAR [South African currency] being equal to [foreign currency]

8.2. ZAR [South African currency] being equal to [foreign currency]

8.3. ZAR [South African currency] being equal to [foreign currency]

8.4. ZAR [South African currency] being equal to [foreign currency]

8.5. ZAR [South African currency] being equal to [foreign currency]

8.6. % in relation to tendered price(s) to be remitted overseas by Transnet
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8.7. [Name of country to which payment is to be made]

8.8. Beneficiary details:

8.9. Name [Account holder]

Bank [Name and branch code]

Swift code

Country

8.10. [Applicable base date of Exchange Rate used]

Transnet prefers fixed prices and receiving prices in Rand

9. EXPORT CREDIT AGENCY SUPPORTED FINANCE

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 Export Credit

Agency. Under such circumstances the successful Respondent undertakes:

9.1. 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 services, which are eligible for ECA credit supported finance by an Export Credit Agency, is

generally required to provide for the purposes of obtaining ECA support;

9.2. 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 Export Credit Agency 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.

Transnet reserves the right to make use of any other source of funding.

10. NATIONAL RAILWAY SAFETY REGULATOR ACT

In compliance with the National Railway Safety Regulator Act, 16 of 2002, the successful Respondent [the

Supplier] shall ensure that the Goods to be supplied to Transnet, under the terms and conditions of a

contract between the parties, comply fully with the specifications as set forth in Section 15 [Specifications

and Drawings] and Annexure K [Specifications] of this RFP, and shall thereby adhere to railway safety

requirements and/or regulations [as applicable]. Permission for the engagement of a subcontractor by the

Supplier, as applicable, both initially and during the course of a contract, shall be subject to a review of the

capability of the proposed subcontractor to comply with the specified railway safety requirements and/or

regulations. The Supplier and/or its subcontractor shall grant Transnet access, during the term of the

contract, to review any safety-related activities, including the coordination of such activities across all parts

of the organisation of the supplier.

Accepted:

YES NO
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11. SERVICE LEVELS

11.1. An experienced national account representative(s) is required to work with Transnet's

sourcing/procurement department. [No sales representatives are needed for individual

department/locations]. Additionally, there shall be a minimal number of people, fully informed and

accountable for the contract.

11.2. Transnet will have quarterly reviews with the Supplier's account representative on an on-going basis.

11.3. Transnet reserves the right to request that any member of the Supplier's team involved on the

Transnet account be replaced if deemed not to be adding value for Transnet.

11.4. Transnet expects a minimum availability on the Locomotives of 95% and a maximum of 10 faults per

million kilometres for the locomotive fleet

11.5. The Supplier must provide a telephone number for customer service calls.

11.6. Failure of the Supplier to comply with stated service level requirements will give Transnet the right to

cancel the contract in whole, without penalty to Transnet, giving 60 [sixty] days' notice to the

Supplier.

11.7. Supplier development and Local Content reports to be submitted on a monthly basis, subject to

independent review.

Transnet reserves the right to conduct amongst others compliance audits with a view to monitor

compliance with all aspects of this tender and any subsequent agreement. In addition, the Department

of Trade and Industry (DTI) may also conduct compliance audits to ascertain the authenticity of

declarations made in terms of, amongst others, local content.

Acceptance of Service Levels:

YES NO

12. CONTINUOUS IMPROVEMENT INITIATIVES

12.1. Respondents shall indicate whether they would be committed, for the duration of any contract which

may be awarded through this RFP process, to participate with Transnet in its continuous improvement

initiatives to reduce the overall cost of transportation services and related logistics provided by

Transnet's Operating Divisions within South Africa, to the ultimate benefit of all end-users.

Accepted:

YES NO

If "yes", please specify details in paragraph 12.2 below.

12.2. Respondents must briefly describe their commitment to the continuous improvement initiatives and

give examples of specific areas and strategies where cost reduction initiatives can be introduced.

Specific areas and proposed potential savings percentages should be included. Additional information

can be appended to the Respondent's Proposal if there is insufficient space available.
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13. RISK

Respondents must elaborate on the control measures put in place by their entity, which would mitigate the

risk to Transnet pertaining to potential non-performance by a Supplier, in relation to:

13.1. Quality and specification of Goods delivered:

13.2. Continuity of supply (refer to supplier agreement):

13.3. Compliance with the Occupational Health and Safety Act, 85 of 1993:

13.4. Compliance with the National Railway Safety Regulator Act, 16 of 2002 [referparagraph 10

above]:

14. REFERENCES

Please indicate below the company names and contact details of existing customers whom Transnet may

contact to seek third party evaluations of your current service levels:

NAME OF COMPANY CONTACT PERSON TELEPHONE

15. EVALUATION METHODOLOGY AND CRITERIA

This section will be addressed in subsequent parts of the RFP issued at the next stage.
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RFP FOR THE SUPPLY OF

599 NEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT
BUSINESS (GFB)

Section 3: FINANCIAL OFFER & OTHER PERTINENT INFORMATION

1. FINANCIAL OFFER

1.1. Locomotives must be on a delivered price basis in accordance with INCOTERMS 2010, Delivered Duty Paid

to Nominated South African Destination (DDP) as per the draft Supply Agreement which will be made

available during the tender process. RFP's for supply on any other basis of delivery will be disqualified. The

delivery schedule provided by the Respondent must be inclusive of all non-working days or holidays, and of

periods occupied in commissioning and formal acceptance of the Locomotives.

Respondents should note that Transnet's preferred payment currency would be South African Rand.

However, where the supplier has approval from SARB to receive payments in foreign currency, it is

Transnefs policy not to pay VAT in foreign currency."

1.2. Transnet is anticipating a milestone payment structure as follows:

First batch: Advance Payment of ZAR 300m payable on accepted delivery schedule and the acceptable

APG being provided. Balance of payment will be made on successful acceptance testing, subject to

retentions.

Subsequent batches: payment will be made on successful acceptance testing, subject to retentions

The Respondent will be required to secure an Advanced Payment Guarantee (APG) and Parent Company

Guarantee before each remittance and delivery. The costs for the establishment of the APG and Parent

Company Guarantee will be for the account of the Supplier. All guarantees will be on demand. The issuer of

the Advance Payment Guarantee must have at least a long term credit rating of A- (Fitch or equivalent) and

the issuer should be pre-agreed with Transnet. Should the minimum credit rating of the Issuer of the APG

drop below the stipulated minimum requirement before expiry, the Supplier will have to replace the APG at

own cost with an issuer that meets the minimum rating criteria. Transnet will require that the successful

Respondent [the Supplier] posts an "on-demand" Performance Bond(s) [on terms satisfactory to Transnet

and for such amount as Transnet may agree] covering (i) the obligations of the Supplier in relation to the

agreed "in-service" availability and reliability targets of the Locomotives and (ii) the Supplier's obligations in

relation to its Supplier Development commitments [as provided in its SD Plan], and (iii) its green economy

commitments. Transnet may require the Supplier to provide one or more Performance Bonds in respect of

the above commitments.

1.3. Transnet requires that the Respondent provides an outline of performance guarantees [e.g. penalties] for

the following events:

(i) Pre-production delays

(ii) Post-production / shipment delays

(iii) Performance (Reliability / Availability)

(iv) Defect Liability

(v) Availability of Spares

(vi) Breach and Termination [100% cover]

(vii) Loss of Profit penalties for unreasonable lengthy delays
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1.4. The Respondent should note that where a portion of the contract or order value is to be remitted overseas,

TFR shall, if requested to do so by the Supplier, effect payment overseas direct to the principal or Supplier

of such percentage of the contract or order value as may be stipulated by the Respondent in its RFP

Documents. Transnet requires that the Respondent provide the following:

(i) The manner in which the Respondent will address the risk of future movements in exchange rates,

including a description of any exchange rate hedging strategy to provide a fixed range price to

Transnet.

(ii) All exchange rates included should be readily verifiable by TFR. The Respondent should identify the

source information used in determining each projected exchange rate [which must be publicly

available].

(iii) Respondents must separately disclose the cost of any hedges included in the price offered.

Transnet SOC Ltd would prefer an overall RAND based contract that includes the locally based

components/work as well as the imported content. The Supplier must show particulars of

amounts/currencies and exchange rates used in respect of the imported portion in calculating the

overall tender price in RAND. If contract is awarded to the Supplier, the Supplier must submit a foreign

exchange rate risk hedging quotation to Transnet SOC Ltd for acceptance before the contractor

considers entering into any exchange hedging contracts. Once the cost of hedging is accepted and

agreed by Transnet SOC Ltd, the cost of hedging shall be treated as a compensation event (Variation

Order) and shall be for Transnet's account.

Once agreement has been reached on the fixed Rand price in respect of the foreign content as

explained above, the Supplier has the sole responsibility for the implementation and management of

the foreign exchange hedging contracts for the purpose of providing protection against the currency

exposure assumed by the Supplier under this agreement to fluctuations in exchange rate movements.

Transnet SOC Ltd has no liability, financial and or otherwise, to the Supplier or any other person under

or in connection with the Hedging Contracts.

The Supplier has made its own independent appraisal of all risks arising under or in connection with the

Hedging Contracts and has not relied on any information provided to it by Transnet SOC Ltd to hedge

the exchange rate risk exposure.

Only if no agreement can be reached on the cost of hedging with the Supplier, Transnet SOC Ltd

will consider entering into a multi-currency agreement.

1.5. In developing an optimal value for money solution, TFR will entertain a financing solution proposal from the

Respondent. The Respondent may provide a description of any alternate finance solution noting the

potential value for money benefits.

1.6. TFR develops and uses simulators at its School of Rail and at other geographical locations in South Africa.

a. These simulators will be designed to be exact replicas of the Locomotive cabins in the Locomotives that will

be supplied by the successful Bidder. TFR appoints external companies to develop the various components

that make up the simulator, such as the hardware and the software components. In order to do this, the

external companies require information about every aspect of the locomotive being supplied, including but

not limited to technical information, drawings, and characteristics of the locomotives in different operating
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b.

conditions. This is in order to develop a simulator that simulates the locomotive supplied as far as is

technologically possible and physically capable of being simulated.

It shall be a legally binding obligation of the successful Bidder to co-operate with and assist the simulator

development companies appointed by TFR to develop the simulators by providing the necessary

documentary information relating to the Locomotive to them, its professional expert's time to advise on the

various stages of development and whether the simulations developed are suited to the Locomotives being

supplied, and any other assistance that may be required to develop the simulator. This shall be at no extra

charge to TFR, except where travelling and subsistence are required. TFR shall bear the costs of these in

terms of its prevailing internal policies and rates allowed for such travelling and subsistence. The

successful Bidder shall provide all intellectual property that it has provided to TFR, to the simulator

developers for the purposes of developing the required simulator.

The costs of acquiring the software required for train driver training simulators must be quoted for

separately or as a value add (at no charge to TFR).

1.7. Transnet requires flexibility in exercising options for the acquisition of the Locomotives. These options

may include suspending or postponing the delivery of the Locomotives until a later date or changing

quantities. Transnet however does not expect to pay a price premium should it exercise any of these

options.

1.8. Transnet reserves the right to terminate the Locomotive acquisition programme at any stage or any part

thereof during the seven year period should circumstances so dictate. Therefore, Transnet is not

obliged to acquire the full amount of 599 Locomotives. Bidders are therefore required to provide 'Break-

pricing' for each of the stages indicated below, should Transnet decide to terminate the acquisition

process at any of these stages.

DELIVERY SCHEDULE IN BATCHES

Delivery Periods 2014/15 2015/16 2016/17 2017/18 2018/19

Total number of

Locomotive in Batches

Pricing per Locomotive

65

65

65

130

195

65

130

130

325

65

130

130

130

455

65

130

130

130

144

599

2. GENERAL

TFR a division of Transnet SOC Ltd must procure locomotives to meet its obligations with regards to increased

demand for rail traffic services.

This section gives an overview of the financial requirements in order to enable TFR to perform a rigorous financial

assessment of the various Respondents' capabilities. Respondents are required to provide all the information set
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out in Sections A, B, C and D below. Should any information not be provided, it will lead to the Respondent's

disqualification.

2.1 Instructions to the Respondents

• Complete the following document [Section A, B and C] to the best of your ability

• Cross reference all pertinent attachments

• Have the documents certified as true and accurate by your auditors

• Return with the bid documents

2.2 Financing and Level of Commitment

(i) Respondents should be aware that due to the administrative and cost burden of advance payment

guarantees [APGs], TFR would prefer a payment schedule that is aligned to clause 1.2 above. Thus

Respondents should provide for receipt of payment only on acceptance, with concomitant retentions

in favour of TFR, including performance bonds and warranty provisions.

(ii) Should a separate entity, a Special Purpose Vehicle [SPV], be formed to execute the project, then

such duties and obligations which would normally be incurred by the parent companies will become

the onus of the SPV. In view of this it is imperative that the SPV's financial strength and viability be

demonstrated through a rigorous completion of the information in the tables below as would be done

for the parent companies.

2.3 Procurement price risk

Respondents will be required to price in line with the following options:

• Fixed pricing

• Escalation based pricing.

• Indexation formulas used in pricing calculations

Note that TFR prefers a fixed price contract

SECTION 3-A: General

The following information is required to be supplied by all Respondents. Where the response is too large for the space

provided, the table can be allowed to flow over to the next page or referenced attachments can be provided.

I 1 -t ••» j-4L 1

General Information:

1.1

1.2

1.3

1.4

1.5

1.6

1.7

Contractors Name

Registration Number

Physical Address

Postal Address

Telephone Number(s)

Telefax Number

E-mail Address
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1.8

1.9

1.10

1.11

1.12

1.13

1.14

1.15

Web Page

Years in Business

Shareholders Details

Company Structure [e.g. Holding Co. with subsidiaries

etc.]

Organogram

CV's of Key Staff

Business & Marketing Strategy

Vat Number

2 Facilities/Equipment/Software-indicate Owned or Leased:

2.1

2.2

2.3

2.4

2.5

2.6

Offices

Premises

Landlord

Computer Equipment

Standard Software

Customised Software

3 Financial:

3.1

3.2

3.3

3.4

3.5

3.6

3.7

3.8

3.9

3.10

3.11

3.12

3.13

3.14

3.15

Bank

Address

Contact Person

Permission for Bank Reference

Aggregate Turnover last Three Years

Annual Reports Available for Review

Auditors

Factor Accounts

Debtors Book

Bank Overdraft

Present Borrowings

Assets

Liabilities

Contingent Liabilities

Legal Disputes
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mm*
3.16

3.17

i

Insurance

Professional Indemnity
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SECTION 3-B: Measures

Respondents are required to complete the following table with the information requested. All information is

compulsory and any information not provided will result in the Respondent being excluded from the process. The

necessary supporting documentation must be cross referenced to the second column below

(a) Pertinent Financial Information:

1. All Respondents must provide all audited financial statements for the last three years
and for any quarters subsequent to that, to enable TFR to run typical financial ratios
and analyses

2. Total revenue generated by Transnet business for each of the last three years

3. List names and revenue generated by your top 5 customers for each of the last three
years

4. A copy of your latest rating report

(b) Insurance:

Respondents should ensure transparency. Respondents are required to provide detailed insurance premium
calculations and full details of associated project insurance related costs [e.g. insurance "risk contingencies"].

Respondents must include in their Proposal -

1. A mark-up of the insurance arrangements in the SLA clearly identifying where:

a. there will be full compliance with TFR's insurance requirements

b. the Bidder proposes alternative solutions to satisfy TFR's requirements

c. there are points of clarification required

2. Completed Insurance Cost and Technical Proforma.

3. A letter from the Bidder's Insurance adviser stating that the insurance arrangements are
achievable on the terms and prices included in the Respondents Proposal.

During post tender negotiations these rates will be compared to rates available to TFR and the Respondent will be
requested to utilise the TFR facility should the rates prove to be more advantageous.

(c) Taxation

Respondents must include in their Proposal -
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1. Advice from a specialist taxation advisor regarding the taxation implications of the proposal
supported by adequate opinions and relevant precedents; especially with regards to VAT
and tax consequences of the proposed funding structure. The amendment was made in
order to eliminate the duplication in respect of the definition of Value-Added Tax, as it is
defined in page 4 under the list of acronyms.

2. Strategy for obtaining the tax rulings required under the Import/Export Agreements if any;

3. Strategy for minimising the customs duty burden associated with the importation of
components, parts or locomotives. TFR will not be responsible for the payment of any
duties incurred by the preferred bidder, as the onus is on the preferred bidder, in respect
of goods that qualify for rebate of Customs duty and/or are subject to 0% duty." The
amendment is made in order to correct the previous statement which provides that
Transnet will not be liable for payment of any duty in respect of the importation of the
locomotives (complete locomotives are imported duty free), since no complete locomotives
will be imported due to the localisation. As a result, duty will be payable by the supplier in
respect of the importation of components and parts, however the supplier is required to
utilise the rebate provision 317.12 and for those items not falling under the rebate i.e.
items attracting duties, the duty will already be included in the price (DDP)

4. Setting up a bonded warehouse for spares and a rebate store for the manufacturing of
locomotives". The amendment is made in order to highlight that a rebate store for the
manufacturing of locomotives is also required in order to minimise customs duty liability.
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SECTION 3-C: Cash Flow Prediction and Retentions Offered

(i) The anticipated cash flow based on proposed contract price, delivery and final acceptance date to be
given below.

I,

• f?rr5V/;n'.:ft--iTr.' I

The cash flow prediction shall in no way affect the terms of payment as stated elsewhere in this RFP

document.

(ii) Retention Amounts Offered,
from

_%, for period. months

Respondent's Signature Date & Company Stamp0078-0969-0001-0132

TRANSNET-REF-BUNDLE-04438



RFP No. TFRAC-HO-8608 Page 34 of 59
129

SECTION 3-D: Financial Projections

Financial model inputs & outputs

As a minimum the financial models must include:

(i) Investment data:

1. A monthly locomotive delivery and acceptance schedule [please use the spread
sheet provided, Annexure F]

2. Analysis of bid costs [including professional fees] [please use the spread sheet
provided, Annexure F]

3. Capital and operating cost assumptions [please use the spread sheet provided,
Annexure F]

4. All and any assumptions [please use the spread sheet provided, Annexure F]

5. Non time based assumptions including financing costs, working capital, tax and
accounting assumptions [please use the spread sheet provided, Annexure F]

6. The following nominal cash flows must be included [please use the spread
sheet provided, Annexure F]:

a. Capital acquisition cost(separated into:

. Base price ["off the shelf"]

• Optional prices(to cater for functionalities not offered as part of
base product)

b. Maintenance cost [broken into constituent costs per intervention, e.g.
labour, parts] based upon 14 million GTK's per month

c. Engineering support cost

d. Special tooling requirements

e. Capital spares

f. Consumables

g. Energy costs (based upon 14 million GTK's per month and an
electricity costs of 60 cents per kilowatt hour); and

h. Any other relevant cost

7. Fuel efficiency rates to be provided based on 14 million GTK's per month.
Sensitivity to be provided based on varying work rate [notches 1-10
whichever applicable] and tonnages hauled. [Please use the spreadsheet
provided, Annexure F]

8. Escalation formula used, where applicable to the operating costs (deviations
from the requested South Africa Consumer Price Index (CPI) June 2012 5.5%
+ 2%, and the reason therefore must be fully explained)

Respondent's Signature Date & Company Stamp0078-0969-0001-0133

TRANSNET-REF-BUNDLE-04439



130
RFP No. TFRAC-HO-8608 Page 35 of 59

RFP FOR THE SUPPLY OF

599 NEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT
BUSINESS(GFB)

Section 4 : PROPOSAL FORM

I/We_

[name of entity, company, close corporation or partnership]

of [full address]

carrying on business under style or title of [trading as]_

represented by

in my capacity as.

being duly authorised thereto by a Resolution of the Board of Directors or Members or Certificate of Partners, as the

case may be, dated a certified copy of which is annexed hereto, hereby offer

to supply the above-mentioned Goods at the prices quoted in the schedule of prices in accordance with the terms

set forth in the accompanying letter(s) reference and dated

[if any] and the documents listed in the accompanying schedule of RFP documents.

I/We agree to be bound by those conditions in Transnet's:

(i) Draft Supply Agreement

(ii) General Bid Conditions - Goods; and

(iii) any other standard or special conditions mentioned and/or embodied in this Request for Proposal.

I/We accept that unless Transnet should otherwise decide and so inform me/us in the letter of award, this Proposal

[and, if any, its covering letter and any subsequent exchange of correspondence], together with Transnet's

acceptance thereof shall constitute a binding contract between Transnet and me/us.

Should Transnet decide that a formal contract should be signed and so inform me/us in a letter of intent [the

Letter of In tent ] , this Proposal [and, if any, its covering letter and any subsequent exchange of correspondence]

together with Transnet's Letter of Intent, shall constitute a binding contract between Transnet and me/us until the

formal contract is signed.

I/We further agree that if, after I/we have been notified of the acceptance of my/our Proposal, I/we fail to enter

into a formal contract if called upon to do so, Transnet may, without prejudice to any other legal remedy which it

may have, recover from me/us any expense to which it may have been put in calling for Proposals afresh and/or

having to accept any less favourable Proposal.

I/We accept that any contract resulting from this offer will be for a period of 7 [seven] years only; and agree to a

penalty clause to be negotiated with Transnet, which will allow Transnet to invoke a penalty [details to be

negotiated] against us should the delivery of the Goods be delayed due to non-performance by ourselves.

The law of the Republic of South Africa shall govern any contract created by the acceptance of this RFP. The

domicilium citandi et executandi shall be a place in the Republic of South Africa to be specified by the Respondent
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hereunder, at which all legal documents may be served on the Respondent who shall agree to submit to the

jurisdiction of the courts of the Republic of South Africa. Foreign Respondents shall, therefore, state hereunder the

name of their authorised representative in the Republic of South Africa who has the power of attorney to sign any

contract which may have to be entered into in the event of their Proposal being accepted and to act on their behalf

in all matters relating to such contract.

Respondent to indicate the details of its domicilium citandi et executandi' hereunder:

Name of Entity:

Facsimile:

Address:

NOTIFICATION OF AWARD OF RFP

As soon as possible after approval to award the contract(s), the successful Respondent [the Supplier] will be

informed of the acceptance of its Proposal. Unsuccessful Respondents will be advised in writing of the name of the

successful Supplier and the reason as to why their Proposals have been unsuccessful, for example, in the category

of price, delivery period, quality, B-BBEE status or for any other reason.

BID VALIDITY PERIOD

Transnet requires bid validity until 29 April 2013 against this RFP.

NAME(S) AND ADDRESS / ADDRESSES OF DIRECTOR(S) OR MEMBER(S)

The Respondent must disclose hereunder the full name(s) and address(s) of the director(s) or members of the

company or close corporation [C.C.] on whose behalf the RFP is submitted.

Registration number of company / C.C.

Registered name of company / C.C.

Full name(s) of director/member(s) Address/Addresses ID Number(s)

CONFIDENTIALITY

All information related to a subsequent contract, both during and after completion, is to be treated with strict

confidence. Should the need however arise to divulge any information gleaned from provision of the Goods, which is

either directly or indirectly related to Transnet's business, written approval to divulge such information must be

obtained from Transnet.

DISCLOSURE OF PRICES TENDERED

Respondents must indicate here whether Transnet may disclose their tendered prices and conditions to other

Respondents:
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YES NO

RETURNABLE DOCUMENTS AND SCHEDULES

Mandatory returnable documents and schedules:

Respondents are required to submit the following returnable documents and schedules with their responses. All

Sections, as indicated in the footer of each page, must be signed, stamped and dated by the Respondent:

RETURNABLE DOCUMENTS & SCHEDULES

SECTION 1 : Notice to Bidders

ANNEXURE C: Local Content Declaration: Summary Schedule

ANNEXURE D: Imported Content Declaration: Supporting Schedule

to Annexure C

ANNEXURE E: Local Content Declaration: Supporting Schedule to

Annexure C

SECTION 2 : Background, Overview and Scope of Requirements

ANNEXURE K : Locomotive Specifications

SECTION 3 : Financial Offer & Other Pertinent Information

ANNEXURE F : Financial Total Cost of Ownership (TCO) Model

SECTION 4 : Proposal Form

SECTION 6 : Signing Power - Resolution of Board of Directors

SECTION 7 : Certificate of Acquaintance with RFP Documents

SECTION 8 : General Bid Conditions - Goods

ANNEXURE J - General Bid Conditions Goods

SECTION 9 : Certificate of Acquaintance with Draft Supply Agreement

SECTION 10 : RFP Declaration Form

SECTION 11 : Breach of Law

SECTION 13 : Supplier Code of Conduct

SECTION 14 : Certificate of attendance of Site Meeting / RFP Briefing

SECTION 15: Certificate of Acquaintance with Specifications and Drawings

SECTION 16 : Non-Disclosure Agreement

ANNEXURE H : Non-Disclosure Agreement

ANNEXURE B : Supplier Development Value Summary

SUBMITTED

(Yes/No)
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Failure to provide all the above-referenced mandatory returnable documents by the closing date will

result in a Respondent's disqualification. Bidders are therefore urged to ensure that all these

documents are returned with their Proposals.

Essential returnable documents and schedules

Respondents are required to submit the following returnable documents and schedules with their responses. All

Sections, as indicated in the footer of each page, must be signed, stamped and dated by the Respondent:

RETURNABLE DOCUMENTS & SCHEDULES

SECTION 5 : Vendor Application Form

- Original cancelled cheque or bank verification of banking details

- Certified copies of IDs of shareholder/directors/members [as applicable]

- Certified copy of Certificate of Incorporation [CM29/CM9 name change]

- Certified copy of share certificates [CK1/CK2 if CC]

- Entity's letterhead

- Original VALID Tax Clearance Certificate

- Certified copy of VALID VAT Registration Certificate [SA companies only]

- Certified copy of VALID Company Registration Certificate

- VALID B-BBEE Verification Certificate [Large Enterprises and QSEs]

- VALID B-BBEE Certificate from Auditor, Accounting Officer or SANAS accredited

verification agency [EMEs]

- Audited Financial Statements for previous 3 years

SUBMITTED

(Yes/No)

Failure to provide all the above-referenced essential returnable documents may result in a

Respondent's disqualification. Bidders are therefore urged to ensure that all these documents are

returned with their Proposals. Transnet in its sole discretion may afford Bidders a further opportunity

to submit these essential returnable documents.

CONTINUED VALIDITY OF RETURNABLE DOCUMENTS

The successful Respondent will be required to ensure the validity of all returnable documents, including but not

limited to its Tax Clearance Certificate and valid B-BBEE Verification Certificate, for the duration of any contract

emanating from this RFP. Should the Respondent be awarded the contract [the Agreement] and fail to present

Transnet with such renewals as and when they become due, Transnet shall be entitled, in addition to any other

rights and remedies that it may have in terms of the eventual Agreement, to terminate the Agreement forthwith

without any liability and without prejudice to any claims which Transnet may have for damages against the

Respondent.
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By signing the RFP documents, the Respondent is deemed to acknowledge that he/she has

made himself/herself thoroughly familiar with all the conditions governing this RFP, including

those contained in any printed form stated to form part hereof and Transnet SOC Ltd will

recognise no claim for relief based on an allegation that the Respondent overlooked any such

condition or failed properly to take it into account for the purpose of calculating tendered prices

or otherwise.

SIGNED at on this day of 2012

SIGNATURE OF WITNESSES ADDRESS OF WITNESSES

Name

Name .

SIGNATURE OF RESPONDENT'S AUTHORISED REPRESENTATIVE:

NAME:

DESIGNATION:
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RFP FOR THE SUPPLY OF

599 NEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT
BUSINESS(GFB)

Section 5 : VENDOR APPLICATION FORM

Respondents are to furnish the following documentation and complete the Vendor Application Form below:

1. Original cancelled cheque OR letter from the Respondent's bank verifying banking details [wi th bank

stamp]

2. Certified copy of Identity Document(s) of Shareholders/Directors/Members [where applicable]

3. Certified copy of Certificate of Incorporation, CM29 / CM9 [name change]

4. Certified copy of Share Certificates [CK1/CK2 if CC]

5. A letter on the entity's letterhead confirm physical and postal addresses

6. Original valid SARS Tax Clearance Certificate and certif ied copy of VAT Registration Certificate [SA

companies only]

7. A signed letter from your auditor or accountant confirming most recent annual turnover figures

Note: No contract shall be awarded to any Respondent whose tax matters have not been declared

by SARS to be in order.

Entity's trading name

Entity's registered name

Entity's Registration Number or ID Number if a Sole Proprietor

Form of entity [V] CC Trust Pty Ltd Limited Partnership Sole Proprietor

How many years has your entity
been in business?

VAT number [if registered]

Entity's telephone number

Entity's fax number

Entity's email address

Entity's website address

Bank name Branch & Branch code

Account holder Bank account number

Postal address
Code
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Physical address

Contact person

Designation

Telephone

Email

Annual turnover

Does vou

range [last financial year]

Does your entity provide

Area of delivery

< R5 m

Products

National

Is your entity a public or private entity

ir entitv have a Tax Directive or IRP30 Certificate

R5 - 35 m

Services

Provincial

Public

Yes

Code

> R35m

Both

Local

Private

No

Main product or services [e.g. Stationery/Consulting]

Complete B-BBEE Ownership Details:

% Black
ownership

% Black women
ownership

% Disabled Black ownership

NoDoes your entity have a B-BBEE certificate Yes

What is your B-BBEE status [Level 1 to 9 / Unknown]

How many personnel does the entity employ Permanent Part time

If you are an existing Vendor with Transnet please complete the following:

Transnet contact person

Contact number

Transnet Operating Division

Duly authorised to sign for and on behalf of Entity / Organisation:

Name

Signature

Designation

Date
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RFP FOR THE SUPPLY OF

599 NEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT
BUSINESS(GFB)

Section 6 : SIGNING POWER- RESOLUTION OF BOARD OF DIRECTORS

NAME OF ENTITY:

137

I t was resolved at a meeting of the Board of Directors held on that

FULL NAME(S) CAPACITY SIGNATURE

in his/her capacity as indicated above is/are hereby authorised to enter into, sign, execute and complete any

documents relating to Proposals and/or Agreements for the supply of Goods.

FULL NAME

SIGNATURE CHAIRMAN

FULL NAME

SIGNATURE SECRETARY
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RFP FOR THE SUPPLY OF

599 MEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT
BUSINESS (GFB)

Section 7 : CERTIFICATE OF ACQUAINTANCE WITH RFP DOCUMENTS

NAME OF ENTITY:

I/We

do hereby certify that I/we acquainted myself/ourselves with all the documentation comprising this RFP and

all conditions contained therein, as laid down by Transnet SOC Ltd for the carrying out of the proposed

supply/service/works for which I/we submitted my/our response.

I/We furthermore agree that Transnet SOC Ltd shall recognise no claim from me/us for relief based on an

allegation that I/we overlooked any RFP/contract condition or failed to take it into account for the purpose of

calculating my/our offered prices or otherwise.

SIGNED at on this day of 2012

SIGNATURE OF WITNESS SIGNATURE OF RESPONDENT
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RFP FOR THE SUPPLY OF

599 NEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT
BUSINESS(GFB)

Section 8 : GENERAL BID CONDITIONS - GOODS

Refer General Bid Conditions appended hereto
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RFP FOR THE SUPPLY OF

599 NEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT
BUSINESS(GFB)

Section 9: CERTIFICATE OF ACQUAINTANCE WITH DRAFT SUPPLY AGREEMENT

NAME OF ENTITY:

I/We

do hereby certify that I/we acquainted myself/ourselves with all the documentation comprising the Draft

Supply Agreement as received on [insert date] from Transnet SOC Ltd for the carrying out of the proposed

supply for which I/we submitted my/our response.

I/We furthermore agree that Transnet SOC Ltd shall recognise no claim from me/us for relief based on an

allegation that I/we overlooked any Terms and Conditions of Contract or failed to take it into account for the

purpose of calculating my/our offered prices or otherwise.

I/We confirm having been advised that a signed copy of this Schedule can be submitted in lieu of the entire

Section 9 (Draft Supply Agreement) as confirmation in terms of the Returnable Schedule.

SIGNED at on this day of 2012

SIGNATURE OF WITNESS SIGNATURE OF RESPONDENT

The Draft Supply Agreement

process

is

in

Note:

not included but

subsequent parts

will be

of the

issued

RFP

during the tender
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RFP FOR THE SUPPLY OF

599 NEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT
BUSINESS(GFB)

Section 10 : RFP DECLARATION FORM

NAME OF ENTITY:

We do hereby certify that:

1. Transnet has supplied and we have received appropriate responses to any/all questions [as applicable] which

were submitted by ourselves for bid clarification purposes;

2. we have received all information we deemed necessary for the completion of this Request for Proposal

[RFP];

3. at no stage have we received additional information relating to the subject matter of this RFP from Transnet

sources, other than information formally received from the designated Transnet contact(s) as nominated in

the RFP documents;

4. we are satisfied, insofar as our entity is concerned, that the processes and procedures adopted by Transnet

in issuing this RFP and the requirements requested from bidders in responding to this RFP have been

conducted in a fair and transparent manner; and

5. furthermore, we declare that a family, business and/or social relationship exists / does not exist [delete as

applicable] between an owner / member / director / partner / shareholder of our entity and an employee or

board member of the Transnet Group.

If such a relationship exists, Respondent is to complete the following section:

FULL NAME OF OWNER/MEMBER/DIRECTOR/
PARTNER/SHAREHOLDER: ADDRESS:

Indicate nature of relationship with Transnet:

[Failure to furnish complete and accurate information in this regard may lead to the disqualification of a

response and may preclude a Respondent from doing future business with Transnet]

Respondent's Signature Date & Company Stamp
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We declare, to the extent that we are aware or become aware of any relationship between ourselves and

Transnet [other than any existing and appropriate business relationship with Transnet] which could unfairly

advantage our entity in the forthcoming adjudication process, we shall notify Transnet immediately in writing

of such circumstances.

We accept that any dispute pertaining to this bid will be resolved by an independent third-party appointed by

Transnet. This process must first be exhausted before judicial review of a decision is sought. [Refer

"Important Notice to Respondents"overleaf].

We further accept that Transnet reserves the right to reverse an award of business or decision based on the

recommendations of the third-party without having to follow a formal court process to have such award or

decision set aside.

SIGNED at . on this day of. 2012

For and on behalf of

duly authorised hereto

Name:

Position:

Signature:

AS WITNESS:

Name:

Position:

Signature:

Date:

Place:

Respondent's Signature Date & Company Stamp
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IMPORTANT NOTICE TO RESPONDENTS

Transnet will refer any material complaint received from an unsuccessful bidder to an

independent third-party for review, whose decision will be final. Such independent third-party

may be a retired judge, senior counsel or other suitably qualified person.

A complaint from an unsuccessful bidder must be submitted to Transnet within 10 (ten) days

of receipt of a notice from Transnet, informing the bidder that his or her bid was unsuccessful.

The complaint must be sent to the Group Chief Financial Officer at the address below and

contain full details setting out the nature and grounds for the complaint.

Group Chief Financial Officer

Transnet SOC Ltd

150 Commissioner Street

Johannesburg

Carlton Centre, 44 th Floor

All Respondents should note that a complaint must be made in good faith. I f a complaint is

made in bad faith, Transnet reserves the right to place such a bidder on its List of Excluded

Bidders.

Respondent's Signature Date & Company Stamp
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RFP FOR THE SUPPLY OF

599 NEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT
BUSINESS(GFB)

Section 11 : BREACH OF LAW

NAME OF ENTITY:

I/We_

do hereby certify that I/we have/have not been found guilty during the preceding 5 [five] years of a

serious breach of law, including but not limited to a breach of the Competition Act, 89 of 1998, by a court of

law, tribunal or other administrative body. The type of breach that the Respondent is required to disclose

excludes relatively minor offences or misdemeanours, e.g. traffic offences.

Where found guilty of such a serious breach, please disclose:

NATURE OF BREACH:

DATE OF BREACH:

Furthermore, I/we acknowledge that Transnet SOC Ltd reserves the right to exclude any Respondent from

the bidding process, should that person or entity have been found guilty of a serious breach of law, tribunal

or regulatory obligation.

SIGNED at on this day of 20_

SIGNATURE OF WITNESS SIGNATURE OF RESPONDENT

Respondent's Signature Date & Company Stamp
0078-0969-0001-0148
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RFP FOR THE SUPPLY OF

599 NEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT
BUSINESS (GFB)

Section 12 : BID CLARIFICATION REQUEST FORM

RFP No: TFRAC-HO-8608

RFP deadline for questions / bid clarifications: Before 12 :00 on Friday, 14 September 2012

TO: TFR

ATTENTION: Lindiwe Mdletshe, Commodity Manager, Supply Chain Services

EMAIL Lindiwe.Mdletshe@transnet.net

DATE:

FROM:

RFP Bid Clarification No [to be inserted by Transnet]

REQUEST FOR BID CLARIFICATION

Respondent's Signature Date & Company Stamp
0078-0969-0001-0149
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RFP FOR THE SUPPLY OF

599 NEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT
BUSINESS(GFB)

Section 13 : SUPPLIER CODE OF CONDUCT

Transnet aims to achieve the best value for money when buying or selling goods and obtaining services.

This however must be done in an open and fair manner that supports and drives a competitive economy.

Underpinning our process are several acts and policies that any supplier dealing with Transnet must

understand and support. These are:

• Transnet Supply Chain Management Policy;

• Section 217 of the Constitution - the five pillars of Public PSCM [Procurement and Supply Chain

Management]: fair, equitable, transparent, competitive and cost effective;

• The Public Finance Management Act [PFMA];

• The Broad Based Black Economic Empowerment Act [B-BBEE]; and

• The Prevention and Combating of Corrupt Activities Act.

This Code of Conduct has been included in this RFP to formally apprise prospective Transnet Suppliers of

Transnet's expectations regarding behaviour and conduct of its Suppliers.

Prohibition of Bribes, Kickbacks, Unlawful Payments, and Other Corrupt Practices

Transnet is in the process of transforming itself into a self-sustaining State Owned Company [SOC], actively

competing in the logistics industry. Our aim is to become a world class, profitable, logistics organisation. As

such, our transformation is focused on adopting a performance culture and to adopt behaviours that will

enable this transformation.

1. Transnet will not participate in corrupt practices and therefore expects its Suppliers to act in a

similar manner.

• Transnet and its employees will follow the laws of this country and keep accurate business

records that reflect actual transactions with and payments to our Suppliers.

• Employees must not accept or request money or anything of value, directly or indirectly, to:

illegally influence their judgement or conduct or to ensure the desired outcome of a

sourcing activity;

win or retain business or to influence any act or decision of any decision stakeholders

involved in sourcing decisions; or

gain an improper advantage.

• There may be times when a Supplier is confronted with fraudulent or corrupt behaviour of

Transnet employees. We expect our Suppliers to use our "Tip-offs Anonymous" Hot line to

report these acts [0800 003 056].

Respondent's Signature Date & Company Stamp
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2. Transnet is firmly committed to the ideals of free and competitive enterprise.

• Suppliers are expected to comply with all applicable laws and regulations including laws

pertaining to fair competition and bid rigging. Transnet does not engage with non-value

adding agents or representatives solely for the purpose of increasing B-BBEE spend

[fronting].

3. Transnet's relationship with Suppliers requires us to clearly define requirements, exchange

information and share mutual benefits.

• Generally, Suppliers have their own business standards and regulations. Although Transnet

cannot control the actions of our Suppliers, we will not tolerate any illegal activities. These

include, but are not limited to:

misrepresentation of their product [e.g. origin of manufacture, specifications,

intellectual property rights];

collusion;

failure to disclose accurate information required during the sourcing activity [e.g.

ownership, financial situation, B-BBEE status];

corrupt activities listed above; and

harassment, intimidation or other aggressive actions towards Transnet employees.

• Suppliers must be evaluated and approved before any materials, components, products or

services are purchased from them. Rigorous due diligence is conducted and the Supplier is

expected to participate in an honest and straight forward manner.

• Suppliers must record and report facts accurately, honestly and objectively. Financial

records must be accurate in all material respects.

Conflicts of Interest

A conflict of interest arises when personal interests or activities influence [or appear to influence] the ability

to act in the best interests of Transnet.

• Doing business with family members

• Having a financial interest in another company in our industry

Respondent's Signature Date & Company Stamp
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RFP FOR THE SUPPLY OF

599 NEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT
BUSINESS(GFB)

Section 14: CERTIFICATE OF ATTENDANCE OF BRIEFING SESSION

It is hereby certified that -

1.

2.

Representative(s) of. . [name of entity]

attended the briefing session in respect of the proposed Goods to be supplied in terms of this RFP on

2012

TRANSNET'S REPRESENTATIVE RESPONDENT'S REPRESENTATIVE

DATE DATE

Respondent's Signature Date & Company Stamp
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RFP FOR THE SUPPLY OF

599 NEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT
BUSINESS (GFB)

Section 15: CERTIFICATE OF ACQUAINTANCE WITH SPECIFICATIONS AND DRAWINGS

NAME OF ENTITY:

I/We

do hereby certify that I/we acquainted myself/ourselves with all the documentation comprising this

Specifications and Drawings for the carrying out of the proposed supply for which I/we submitted my/our

response.

I/We furthermore agree that Transnet SOC Ltd shall recognise no claim from me/us for relief based on an

allegation that I/we overlooked any provisions of the Specifications and Drawings or failed to take it into

account for the purpose of calculating my/our offered prices or otherwise.

I/We confirm having been advised that a signed copy of this Schedule can be submitted in lieu of Section 15

(Specifications and Drawings) as confirmation in terms of the Returnable Schedule.

SIGNED at on this day of 2012

SIGNATURE OF WITNESS SIGNATURE OF RESPONDENT

Respondent's Signature Date & Company Stamp
0078-0969-0001-0153
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RFP FOR THE SUPPLY OF

599 NEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT
BUSINESS(GFB)

Section 16: NON-DISCLOSURE AGREEMENT [NDA]

Complete and sign the Non-Disclosure Agreement appended hereto as Annexure H

Respondent's Signature Date & Company Stamp
0078-0969-0001-0154

TRANSNET-REF-BUNDLE-04460



151
RFP No. TFRAC-HO-8608 Page 56 of 59

RFP FOR THE SUPPLY OF

599 NEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT
BUSINESS(GFB)

Section 17: SUPPLIER DEVELOPMENT I N I T I A T I V E S

1.1. Aim and Objectives

Historically in South Africa there has been a lack of investment in infrastructure, skills and capability

development and an inequality in the income distribution and wealth of a significant portion of the

population. There have been a number of Government initiatives developed to address these challenges. In

particular, the New Growth Path [NGP] developed in 2010 aligns and builds on previous policies to ensure

the achievement of Government's development objectives for South Africa. Transnet fully endorses and

supports Government's New Growth Path policy.

The key focuses of the NGP include:

• increasing employment intensity of the economy

• addressing competitiveness

• balancing spatial development of rural areas and poorer provinces

• reducing the carbon intensity of the economy

• creating opportunities in improving regional and global cooperation

• enabling transformation that benefits a wider range of social actors in society e.g. workers, rural

communities, youth and women

Transnet, as a State Owned Company [SOC], plays an important role to ensure these objectives are

achieved. Therefore, the purchasing of goods and services needs to be aligned to Government's objectives

for developing and transforming the local supply base. Transnet's mission is to transform its supplier base

by engaging in targeted supplier development initiatives to support localisation and industrialisation whilst

providing meaningful opportunities for Black1 South Africans with a particular emphasis on:

. Youth [16 to 35 year olds]

• Black women

• People with disabilities

• Small businesses

• Rural integration

1.2. Supplier Development [SD]

To facilitate the implementation of Supplier Development initiatives, Transnet has adapted an existing

framework from the Department of Public Enterprises [DPE]. This framework allows for a basic set of

1 "Black" means South African Blacks, Coloureds and Indians, as defined in the B-BBEE Act, 53 of 2003

Respondent's Signature Date & Company Stamp
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principles to be applied to appropriately targeted SD initiatives. Supplier development initiatives aim to build

local suppliers who are competitive through building capability and capacity. Hence the framework has been

termed the Increased Competitiveness, Capability and Capacity Supplier Development Classification Matrix

[ IC3 Matrix]. Currently there are four quadrants of SD initiatives which Transnet considers according to the

IC3 Matrix. This RFP has been identified as programmatic, involving high commercial leverage and high

value.

Accordingly, Transnet requests all Respondents to submit a Supplier Development Bid Document

demonstrating their commitment and support for the New Growth Path Policy and how an appointment in

terms of this RFP would assist in achieving the NGP objectives.

a. For a detailed understanding of the IC3 Matrix, the respective SD initiatives and their objectives, please

refer to the "Guidelines for the Completion of a Supplier Development Bid Document" appended hereto

asAnnexure B

b. The following Supplier Development [SD] focus areas have been identified , namely:

Category

Industrialisation

Capability and Capacity Building in
South Africa

Transfer of Technology and
Intellectual Property Rights [IPR]

New Skills development

Job Creation/Preservation

Small Business Promotion

Rural Integration and Regional
Development

Description

Industrial capability building that focuses on globally leading
capabilities developed within South Africa

Industrial capability building that focuses on value-added
activities of the South African industry through
manufacturing or service-related activities

Transfer technology, IPR and methodology to small
businesses

Skills transfer & skills education which will occur as a result
of the award of contract

Number of jobs created or preserved resulting from the
award of contract

Encouragement for growth and the expansion of emerging
local firms, through procurement and support mechanisms

Incorporation of the use of rural labour and regional
businesses which will contribute to NGP objectives

c. The Supplier Development Bid Document is to be submitted as a separate document, developed in

line with in Annexure. B [Supplier Development Value Summary] appended hereto. The Supplier

Development Bid Document is a detailed narrative document explaining the Respondent's Bid value as

summarised in Annexure G. There is no prescribed format for this document. This SD Bid Document will

represent a binding commitment on the part of the successful Respondent. The SD Bid Document

should outline the type of activities you intend to embark upon should you be awarded the contract.

This Bid Document should also provide an overview of what you intend to achieve, when, and the

mechanisms whereby you will achieve those objectives.

Notes for completion ofSD Bid Document:

(i) Respondents are urged to pay careful attention to the compilation of the SD Bid

Document, including Annexure G [Supplier Development Value Summary]. .

Respondent's Signature Date & Company Stamp
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(H) Respondents are required to address each of the aspects under the detailed SD

Description as a minimum for submission. This is not an exhaustive list however, and

Respondents must not be limited to these choices when compiling each section.

(Hi) Please provide detailed calculations to illustrate how your estimated Rand values provided

in Annexure G have been derived.

(iv) Respondents are required to provide an electronic copy [CD] of the completed Annexure

G as part of the SD Bid Document submission.

1.3. Additional contractual requirements

Should a contract be awarded through this RFP process, the successful Respondent(s) [hereinafter referred

to as the Supplier] will be contractually committed, inter alia, to the following conditions:

a. The Supplier will be required to submit this SD Plan to Transnet in writing within 65 (sixty five) days

after signature of a Letter of Intent [LOI], where after both parties must reach an agreement [signed

by both parties] within 45 (forty five) days. This SD Plan represents additional detail in relation to the

SD Bid Document providing an explicit breakdown of the nature, extent, timelines and monetary value

of the SD commitments which the Supplier proposes to undertake and deliver during the term of the

contract. 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.

b. The SD Plan may require certain additions or updates to the initial SD Bid Document in order to ensure

that Transnet is satisfied that development objectives will be met.

c. The Supplier will need to ensure that the relevant mechanisms and procedures are in place to allow for

access to information to measure and verify the Supplier's compliance with its stated SD commitments.

d. The Supplier will be required to provide:

(i) monthly status updates to Transnet for each SD initiative. [Detailed requirements will be

provided by Transnet];

(ii) quarterly status reports for Transnet and the DPE. [Detailed reporting requirements will be

provided by Transnet]; and

(iii) a final Supplier Development report, to be submitted to Transnet prior to the expiry date of

the contract, detailing delivery, implementation and completion of all SD components plus

auditable confirmation of the Rand value contribution associated with each such SD

commitment.

e. All information provided by the Supplier in order to measure its progress against its stated targets will

be auditable.

f. The Supplier will be required to submit this SD Plan to Transnet in writing, within 65 day (sixty five)

days after signature of a Letter of Intent [LOI], where after both parties must reach an agreement

[signed by both parties] within 45 (forty five) days. Transnet will reserve the right to reduce or increase

the number of days in which the Supplier must submit its SD Plan if it is deemed reasonable.

g. The contract will be conditional on agreement being reached by the parties on the SD Plan submitted

by the Supplier. Therefore failure to submit or thereafter to agree to the SD Plan within the stipulated

timelines will result in the non-award of such a contract or termination thereof.
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h. Failure to adhere to the milestones and targets defined in an SD Plan may result in the invocation of

financial penalties, to be determined at Transnet's discretion as indicated in the contract, as well as

providing Transnet cause to terminate the contract in certain cases where material milestones are not

being achieved.

1.4. Supplier Development Documentation

Your SD Bid Document including Annexure G, to be submitted as part of your RFP Proposal, will represent

a binding commitment on the part of the successful Respondent.

Attached herewith is the following documentation:

• SD Guideline Document-Annexure B

This document must be used as a guideline to complete the SD Bid Document.

• SD Value Summary - Annexure G

This template must be completed as part of the bid which will represent a binding financial

commitment on the part of the successful Respondent.
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1RAN5NET

TRANSNET FREIGHT RAIL

an Operating Division of TRANSNET SOC LTD

(Registration No. 1990/000900/30)

REQUEST FOR PROPOSAL [RFP]

FOR THE SUPPLY OF 465 NEW DIESEL LOCOMOTIVES FOR THE GENERAL FREIGHT

BUSINESS (GFB)

RFP NUMBER: TFRAC-HO-8609

ISSUE DATE: 23 July 2012

CLOSING DATE: 16 October 2012

CLOSING TIME: 10:00 am

BID VALIDITY PERIOD: 29 April 2013

COMPULSORY BRIEFING SESSION:

A compulsory briefing session will be held at the following venue:

Time : 10:00 am

Date : 16 August 2012

Venue : Transnet Freight Rail, School of Rail Campus

Esselenpark Campus

Main Building Hall

No.l P91 Road (Modderfontein Road off R25)

Kaalfontein

Kempton Park

Johannesburg
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PLEASE NOTE CHANGE IN VENUESCHEDULE OF BID DOCUMENTS

Section No Page

SECTION 1: NOTICE TO BIDDERS 5

1. PROPOSAL REQUEST 5

2. FORMAL BRIEFING 6

3. PROPOSAL SUBMISSION 6

4. DELIVERY INSTRUCTIONS FOR RFP 6

5. LOCAL CONTENT THRESHOLD 8

6. SUPPLIER DEVELOPMENT INITIATIVES 9

7. BROAD-BASED BLACK ECONOMIC EMPOWERMENT AND SOCIO-ECONOMIC OBLIGATIONS 10

8. COMMUNICATION 12

9. INSTRUCTIONS FOR COMPLETING THE RFP 12

10. COMPLIANCE 12

11. ADDITIONAL NOTES 12

12. DISCLAIMERS 13

13. PUBLIC FINANCE MANAGEMENT ACT (PFMA) 14

14. LEGAL REVIEW 14

SECTION 2 : BACKGROUND, OVERVIEW AND SCOPE OF REQUIREMENTS 16

1. BACKGROUND 16

2. EXECUTIVE OVERVIEW 16

3. SCOPE OF REQUIREMENTS 17

4. GENERAL INFORMATION 20

5. MANUFACTURERS 20

6. INSPECTION DETAILS 21

7. IMPORTED CONTENT 21

8. EXCHANGE AND REMITTANCE 21

9. EXPORT CREDIT AGENCY SUPPORTED FINANCE 22

10. NATIONAL RAILWAY SAFETY REGULATOR ACT 22

11. SERVICE LEVELS 22

12. CONTINUOUS IMPROVEMENT INITIATIVES 23

13. RISK 24

14. REFERENCES 24

15. EVALUATION METHODOLOGY AND CRITERIA 24

SECTION 3: FINANCIAL OFFER & OTHER PERTINENT INFORMATION 25

1. FINANCIAL OFFER 25

2. GENERAL 28

SECTION 4 : PROPOSAL FORM 35

SECTION 5 : VENDOR APPLICATION FORM 40

SECTION 6 : SIGNING POWER - RESOLUTION OF BOARD OF DIRECTORS 42

SECTION 7 : CERTIFICATE OF ACQUAINTANCE WITH RFP DOCUMENTS 43
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SECTION 8 : GENERAL BID CONDITIONS - GOODS 44

SECTION 9 45

CERTIFICATE OF ACQUAINTANCE WITH DRAFT SUPPLY AGREEMENT 45

SECTION 10 : RFP DECLARATION FORM 46

SECTION 11 : BREACH OF LAW 49

SECTION 12 : BID CLARIFICATION REQUEST FORM 50

SECTION 13: SUPPLIER CODE OF CONDUCT 51

SECTION 14: CERTIFICATE OF ATTENDANCE OF BRIEFING SESSION 53

SECTION 15: CERTIFICATE OF ACQUAINTANCE WITH SPECIFICATIONS AND DRAWINGS 54

SECTION 16: NON-DISCLOSURE AGREEMENT [NDA] 55

SECTION 17: SUPPUER DEVELOPMENT INITIATIVES 56

RFPANNEXURES:

ANNEXURE A - DECLARATION CERTIFICATE FOR LOCAL PRODUCTION AND CONTENT [FORM SBD 6.2]

ANNEXURE B - SUPPLIER DEVELOPMENT BID GUIDELINES DOCUMENT

ANNEXURE C - LOCAL CONTENT DECLARATION: SUMMARY SCHEDULE

ANNEXURE D - IMPORTED CONTENT DECLARATION: SUPPORTING SCHEDULE TO ANNEXURE C

ANNEXURE E - LOCAL CONTENT DECLARATION: SUPPORTING TO ANNEXURE C

ANNEXURE F - FINANCIAL TOTAL COST OF OWNERSHIP (TCO) MODEL (to be issued during the tender process)

ANNEXURE G - SUPPUER DEVELOPMENT VALUE SUMMARY

ANNEXURE H - NON-DISCLOSURE AGREEMENT

ANNEXURE I - DRAFT SUPPLY AGREEMENT (to be issued during the tender process)

ANNEXURE J - GENERAL BID CONDITIONS (GOODS)

ANNEXURE K - LOCOMOTIVE SPECIFICATION

ANNEXURE L - SABS TECHNICAL SPECIFICATION SATS 1286:2011 (LOCAL CONTENT)
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B-BBEE

CD

DPE

DTI

EME

GBC

GFB

ID

JV

LOI

NDA

NGP

OD

PTN

PPPFA

QSE

RFP

SD

SOC

TFR

TFRAC

TRE

TCO

VAT

2AR

SARB

CPI

GTK

LIST OF ACRONYMS

Broad-Based Black Economic Empowerment

Compact/computer disc

Department of Public Enterprises

Department of Trade and Industry

Exempted Micro Enterprise

General Bid Conditions

General Freight Business

Identity Document

Joint Venture

Letter of Intent

Non-Disclosure Agreement

New Growth Path

Transnet Operating Division

Post-Tender Negotiations

Preferential Procurement Policy Framework Act

Qualifying Small Enterprise

Request for Proposal

Supplier Development

State Owned Company

Transnet Freight Rail

Transnet Freight Rail Acquisition Council

Transnet Rail Engineering

Total Cost of Ownership

Value-Added Tax

South African Rand

South African Reserve Bank

Consumer Price Index

Gross Ton Kilometres
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RFP FOR THE SUPPLY OF

465 NEW DIESEL LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB)

Section 1 : NOTICE TO BIDDERS

1. PROPOSAL REQUEST

INTRODUCTION

Please note that this RFP will be issued in parts. This document constitutes Part 1 of the RFP

and contains the following information:

• General information;

• Technical information;

• Local content;

• B-BBEE scorecard;

• Supplier Development;

• Financial proposal;

• Administrative information e.g. pertaining to closing dates, briefing session, returnable

documents, etc.

Subsequent parts will be issued at a later stage(s) and will address aspects such as evaluation

criteria, evaluation methodology, weightings and supply agreement, Financial Total Cost of

Ownership (TCO) Model, inter alia.

Responses to this RFP [hereinafter referred to as a Proposal or Proposals] are requested from companies,

close corporations or enterprises [hereinafter referred to as an Entity or Respondent] to supply the

aforementioned requirement(s) to Transnet.

On or after 23 July 2012, the RFP documents may be inspected at, and are obtainable from the office of

the Secretariat TFRAC, Inyanda House No 1, Ground Floor, 21 Wellington Road, Parktown, Johannesburg on

payment of an amount of R 40,000.00 [Forty thousand SA Rand][inclusive of VAT) per set. Payment is to

be made as follows:

Account Name: Transnet Freight Rail

Bank: Standard Bank

Account No: 203158598

Branch code: 004805

NOTES -

a) This amount is not refundable.

b) A receipt for such payment made must be presented when collecting the RFP documents and

submitted with your Proposal.

RFP documents will only be available until the 10 August 2012 at 14h00. No RFP will be issued after

this date and time.

Any additional information or clarification will be faxed or emailed to all Respondents, if necessary.
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2. FORMAL BRIEFING

A compulsory briefing session will be conducted by TFR on the 16 August 2012, Transnet Freight Rail,

School of Rail Campus, Esselenpark Campus, Main Building Hall, No.l P91 Road (Modderfontein Road off

R25), Kaaifontein, Kempton Park, Johannesburg, for a period of ± 5 hours. [Respondents are to provide their

own transportation and accommodation].

2.1 A Certificate of Attendance in the form set out in Section 14 hereto must be completed and submitted

with your Proposal.

2.2 Respondents failing to attend the compulsory briefing session will be disqualified.

2.3 Respondents without a valid RFP document in their possession will not be allowed to attend the

briefing session.

2.4 The briefing session will start punctually at 10:00am.

2.5 Transnet reserves the right (in its sole discretion) to hold further briefing session(s) with the bidders

should this be deemed necessary.

2.6 Transnet furthermore reserves the right to issue amendments/addendums to this RFP should this be

deemed necessary.

3. PROPOSAL SUBMISSION

Proposals in triplicate (one original plus two copies) plus a CD/s copy which must be clearly

labelled and must reach the Chairperson, TFRAC before 10:00am on Tuesday 16 October 2012, and

must be enclosed in a file/s which must have inscribed on the outside:

RFP No:

Description

Closing date and time:

Closing address

TFRAC-HO-8609

465 NEW DIESEL LOCOMOTIVES FOR THE GENERAL FREIGHT
BUSINESS (GFB)

Tuesday, 16 October 2012 at 10:00am

[Refer options in paragraph 4 below]

4. DELIVERY INSTRUCTIONS FOR RFP

4.1 Delivery by hand

If delivered by hand, the file/s ore to be deposited in the TFR tender box which is located at Inyanda

House No 1, Ground Floor, 21 Wellington Road, Parktown, and should be addressed as follows:

THE CHAIRPERSON
TRANSNET FREIGHT RAIL
ACQUISITION COUNCIL

TENDER BOX
INYANDA HOUSE 1

21 WELLINGTON ROAD
PARKTOWN
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4.1

a) The measurements of the "tender slot" are 500mm wide x 100mm high, and Respondents must

please ensure that proposal documents or files are not larger than the above dimensions.

Responses which are too bulky [i.e. more than 100mm thick] must be split into two or more files

(referenced accordingly) and each file to be endorsed as required in paragraph 3 and 4 above.

b) It should also be noted that the above tender box is located at the ground level main entrance in

21 Wellington Road and is accessible to the public 24 hours per day, 7 days a week.

Despatch by courier

If despatched by courier, the file/s must be addressed as follows and delivered to the Office of The

Chairperson, TFRAC and a signature obtained from that Office.

THE CHAIRPERSON

TRANSNET FREIGHT RAIL

ACQUISITION COUNCIL

TENDER BOX

INYANDA HOUSE 1

2 1 WELLINGTON ROAD

PARKTOWN

4.2 Please note that this RFP closes punctually at 10:00am on Tuesday 16 October 2012,

4.3 If Proposals are not delivered as stipulated herein, such Proposals will not be considered and will be

treated as "NON-RESPONSIVE." Such Proposals will be disqualified.

4.4 No email or facsimile responses will be considered, unless otherwise stated herein.

4.5 Proposals to this RFP will be opened as soon as practicable after the expiry of the time advertised for

receiving them.

4.6 Transnet shall not, at the opening of Proposals, disclose to any other company any confidential details

pertaining to the Proposals / information received, i.e. pricing, delivery, etc. The names of the

Respondents will be divulged to other Respondents upon request.

4.7 File/S must not contain documents relating to any RFP other than that shown on the flle/s. All file/s

must reflect the return address of the Respondent on the reverse side.

4.8 Should the Respondents want to include any additional conditions, such conditions must be embodied

in an accompanying letter. Subject only to clause 15 [Alterations made by the Respondent to Bid

Prices] of the General Bid Conditions, alterations, additions or deletions must not be made by the

Respondent to the actual RFP documents.

4.9 Proposals to this RFP must be submitted on a clearly labelled CD/s in PDF format as well. Specific

spread sheets to be used by TFR must also be available for editing purposes in Excel,

4.10 Proposals to this RFP must be submitted in clearly demarcated files (referenced accordingly) in terms of

the following:

1. Returnable Checklist

2. Local Content proposal

3. Supplier Development

4. B-BBEE scorecard
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5. Technical proposal

6. Financial proposal

7. Annexures

5. LOCAL CONTENT THRESHOLD

It is a prerequisite of the Preferential Procurement Policy Framework Regulations 2011 that all procurement

activities undertaken by Transnet which involve "designated sectors" [i.e. the purchase of textile, clothing,

leather and footwear, power pylons, rolling stock [locomotives and wagons], canned/processed vegetables

and/or buses [bus bodies]] shall be subject to the requirements of Regulation 9(1) thereof. Since this RFP

falls within these designated sectors, local content" is a pre-qua!ification for this acquisition of Diesel

Locomotives. The stipulated minimum threshold for Diesel locomotives is 55%. Only locally produced or

locally manufactured Diesel locomotives with this stipulated minimum threshold for local production will be

considered.

Transnet reserves the right to evaluate bids in accordance with any instructions issued by National Treasury.

Transnet also reserves the right to approach the Minister of Finance for exemption from the Regulations or

instructions and to evaluate the bids in accordance with such exemption if granted.

Please note that apart from the stipulated minimum threshold of 55% for Diesel Locomotives, the following

thresholds must also be met in respect of certain components or activities:

No

1

2

3

Component / Activity

Assembly of locomotives and EMU

Car body:

- Car body shell

- Door system

- Windows

- Seats (for coach interior)

- Lighting

- Grab pillars and rails

- Interior gladding

- Cable and wire

- Safety equipment

- Pipe works and ducts

Bogie:

- Bogie frame

- Motor suspension unit

% local content ( 3 - 5

years)

100%

100%

100%

% local content (6

years and above)

100%

100%

100%
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Wheel sets and wheel components

Axle and axle boxes

Bearings

Bolster

Coupling Equipment

Coupler body

Coupler hook

Yoke

Pin

Draft-gear

100% 100%

Suspension

Shock absorbers and dampers

Springs

100% 100%

Heat, Ventilation and Air

Conditioning

Fabrication

Power Coating

Heat Exchangers

Fans

Compressors

Refrigeration components

Electrical components

Fasteners

Insulation and liners

60% 70%

Braking system 70% 80%

Alternators 90% 100%

Traction motors 65% 80%

10 Electric systems 80% 90%

6.

Respondents must complete and return the Declaration Certificate for Local Production and

Content appended hereto as Annexure A, C, D & £ Only the South African Bureau of Standards

(SABS) approved technical specification number SATS 1286:2011 must be used to calculate

local content (Annexure L).

SUPPLIER DEVELOPMENT INITIATIVES

Historically in South Africa there has been a lack of investment in infrastructure, skills and capability

development and an inequality in the income distribution and wealth of a significant portion of the
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population. There have been a number of Government initiatives developed to address these challenges. In

particular, the New Growth Path [NGP] developed in 2010 aligns and builds on previous policies to ensure

the achievement of Government's development objectives for South Africa.

Transnet fully endorses and supports Government's New Growth Path policy through its facilitation of

Supplier Development [SD] initiatives. The Respondent is required to submit a detailed and narrative

based Supplier Development initiative/ proposal. In the case of a JV the principal respondent is required to

submit a detailed and narrative based Supplier Development initiative/ proposal. [Refer to Section 17

(Supplier Development Initiatives) and Annexure B (Guidelines for a Supplier Development Bid Document)]

7. BROAD-BASED BLACK ECONOMIC EMPOWERMENT AND SOCIO-ECONOMIC OBLIGATIONS

Transnet fully endorses and supports the Government's Broad-Based Black Economic Empowerment

Programme and it is strongly of the opinion that all South African business enterprises have an equal

obligation to redress the imbalances of the past.

Transnet would therefore prefer to do business with local business enterprises who share these same values

and who are prepared to contribute to meaningful B-BBEE initiatives [including, but not limited to

subcontracting and Joint Ventures] as part of their tendered responses. Transnet will accordingly allow

"preference" points to companies who provide a VALID B-BBEE Verification Certificate. All procurement

transactions will be evaluated accordingly.

Consequently, when Transnet invites prospective suppliers to submit Proposals for its various expenditure

programmes, it requires Respondents [Large Enterprises and QSE's - see below] to have themselves

accredited in compliance with the Government Gazette No 34612, Notice No. 754 dated 23 September 2011.

As from 1 October 2011 valid B-BBEE Verification Certificates must be issued by:

a) Verification Agencies accredited by the South African National Accreditation System [SANAS]; or

b) Registered auditors approved by the Independent Regulatory Board of Auditors [IRBA], in

accordance with the approval granted by the Department of Trade and Industry.

A VALID Verification Certificate issued must reflect the weighted points attained by the measured entity for

each element of the scorecard as well as the overall B-BBEE rating.

A certificate will be regarded as valid and scored if accredited in accordance with the above.

7.1 Joint Ventures and Subcontractors

Joint Ventures - Incorporated JV/ Consortium/s

As part of the incorporated JV/ Consortium's tendered responses, the Incorporated JV/ Consortium/s

must submit a VALID B-BBEE certificate in their registered name.

Joint Ventures - Un-incorporated JV/ Consortium

Unincorporated joint ventures must obtain a consolidated B-BBEE scorecard as if they were a group

structure, provided that such a consolidated B-BBEE scorecard is prepared for this venture.
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In addition to the above, Respondents who wish to enter into a Joint Venture with, or subcontract

portions of the contract to B-BBEE entities, must state in their RFPs, the percentage of the total

contract value that will be allocated to such B-BBEE entities, should they be successful in being

awarded any business. A rating certificate in respect of such B-BBEE JV-partners and/or

subcontractor(s), as well as a breakdown of the distribution of the aforementioned percentage must

also be furnished with the RFP response.

Guidance regarding B-BBEE Rating

In terms of the Codes of Good Practice, Enterprises are rated by Verification Agencies or registered

auditors based on the following:

a) Large Enterprises [i.e. annual turnover greater than R35 million]:

• Rating level based on all seven elements of the B-BBEE scorecard

b) Qualifying Small Enterprises - QSE [i.e. annual turnover between R5 million and R35 million]:

• Rating based on any four of the elements of the B-BBEE scorecard

c) Exempted Micro Enterprises - EME [i.e. annual turnover less than R5 million]:

• Automatic rating of Level 4 B-BBEE irrespective of race or ownership

• Black ownership greater than 50% or Black Women ownership greater than 50%

automatically qualify as Level 3 B-BBEE

Sufficient evidence to qualify as an EME will be the submission of a certificate from an IRBA

accredited auditor, accounting officer or SANAS accredited verification agency. The certificate must

confirm the entity's turnover, black ownership, black women ownership and B-BBEE status level.

Respondents will be required to furnish proof of the above to Transnet. [i.e. a VALID B-BBEE

Certificate and a detailed scorecard as stipulated above in respect of Large Enterprises and QSEs, or

proof of turnover in respect of EMEs].

NB: Respondents who are not in possession of a Valid) B-BBEE certificate at the

closing date will be afforded a further opportunity to provide such Valid

Certificate at Transnet's discretion.

Turnover: Kindly indicate your entity's annual turnover for the past year:

R

7.2 B-BBEE Registration

In addition to the accreditation certificate, Transnet recommends that Respondents register their

B-BBEE compliance and supporting documentation on the Department of Trade and Industry's [DTI]

National B-BBEE IT Portal and Opportunities Network and provide Transnet with proof of registration in

the form of an official B-BBEE Profile issued by the DTI.

Transnet would wish to use the DTI B-BBEE IT Portal as a data source for tracking B-BBEE compliance.
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For instructions to register and obtain a DTI B-BBEE Profile go to http://bee. thedti. gov.za

8. COMMUNICATION

Respondents are advised that should any attempt be made by a Respondent either directly or indirectly to

canvass any officer or employee of Transnet in respect of this RFP between the closing date and the date of

the award of the business the Proposal/Respondent will be disqualified from any further participation in the

tender process.

9.1 For specific queries relating to this RFP, a Bid Clarification Request Form should be submitted before

12:00pm on the 14th September 2012 to Lindiwe.Mdletshe@transnet.net, substantially in the form

set out in Section 12 hereto. In the interest of fairness and transparency Transnet's response to such

a query will be made available to other Respondents who have collected RFP documents. For this

purpose all Respondents need to indicate by email their intention to respond to this RFP by informing

Transnet of their contact details as soon as possible but not later than 16 August 2012 to

Lindiwe.mdletshe@transnet.net.

9.2 After the closing date of the RFP, Respondents may communicate with the Secretary of the TFRAC, at

facsimile number O i l 774 9760 or by email to Prudence.Nkabinde@transnet.net on any matter

relating to the RFP Proposal. For confirmation of transmission the Respondent may call the secretariat

on this telephone number: 011 584 9486.

9.3 Respondents found to be in collusion with one another will be automatically disqualified and

blacklisted from doing business with Transnet in the future.

9. INSTRUCTIONS FOR COMPLETING THE RFP

10.1 Sign all sets of documents [sign, stamp and date the bottom of each page]. These set will serve as

legal and binding copies. Triplicate sets of documents are required. These second sets can be a

copy of the original signed Proposal.

10.2 All sets of documents to be submitted to the address specified in paragraph 4 above.

10.3 A CD copy of the RFP Proposal (PDF version) must be submitted. Specific spread sheets to be used

by TFR must also be available for editing purposes in Word / Excel (Annexures A, F, G & K)Aff

mandatory returnable documents listed in the Proposal Form [Section 4] must be returned with your

Proposal.

10. COMPLIANCE

The successful Respondent [hereinafter referred to as the Supplier] shall be in full and complete compliance

with any and all applicable laws and regulations of Republic of South Africa.

11 . ADDITIONAL NOTES

12.1 All returnable documents as indicated in the Proposal Form [Section 4] must be returned with the

proposal. Failure to provide us with all mandatory returnable documents by the closing date will

result in disqualification.

12.2 Changes by the Respondent to its submission will not be considered after the closing date.
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12.3 The person or persons signing the Proposal must be legally authorised by the Respondent to do so

[Refer Section 6 - Signing Power, Resolution of the Board of Directors]. A list of those person(s)

authorised to negotiate on your behalf [if not the authorised signatories] must also be submitted

along with the Proposal together with their contact details.

12.4 Transnet does not engage with non-value adding agents or representatives solely for the purpose of

increasing B-BBEE spend (fronting).

12.5 Transnet may wish to visit selected Respondents place of manufacture during this RFP process.

12.6 Transnet reserves the right to undertake post-tender negotiations [PTN] with any number of short-

listed Respondents..

12.7 Unless otherwise expressly stated, all Proposals furnished pursuant to this RFP shall be deemed to

be offers. Any exceptions to this statement must be clearly and specifically indicated. Transnet

reserves the right to reject any or all offers.

FAILURE TO OBSERVE ANY OF THE AFOREMENTIONED REQUIREMENTS

MAY RESULT IN A PROPOSAL BEING REJECTED

12. DISCLAIMERS

Respondents are hereby advised that Transnet is not committed to any course of action as a result of its

issuance of this RFP and/or its receipt of a Proposal in response to it. In particular, please note that Transnet

reserves the right to:

13.1 modify the RFP's Goods and request Respondents to re-bid on any changes;

13.2 reject any Proposal which does not conform to instructions and specifications which are detailed in

this Part or any subsequent parts of this RFP;

13.3 disqualify Proposals submitted after the stated submission deadline;

13.4 not necessarily accept the lowest priced Proposal;

13.5 reject all Proposals, if it so decides;

13.6 withdraw the RFP on good cause shown; including if PFMA or final Transnet Board approval is not

granted;

13.7 award a contract in connection with this Proposal at any time after the RFP's closing date;

13.8 award a contract for only a portion of the proposed Goods which are reflected in the scope of this

RFP;

13.9 split the award of the contract between more than one Supplier;

13.10 make no award of a contract; or

Respondent's Signature Date & Company Stamp0078-0969-0001-0171

TRANSNET-REF-BUNDLE-04477



RFP no. TFRAC-HO-8609 Page 14 of 59

13.11 exercise options during the acquisition programme, for example to suspend, postpone or terminate

the acquisition of locomotives. Transnet reserves the right to invoke such suspension, postponement

or termination and this will be indicated in the supply agreement.

In addition, Transnet reserves the right to exclude any Respondent from the bidding process who has been

found guilty of a serious breach of law during the preceding 5 [five] years, including but not limited to

breaches of the Competition Act 89 of 1998. Respondents are required to indicate in Section 11 [Breach of

iaivywhether or not they have been found guilty of a serious breach of law during the past 5 [five] years.

This RFP contains the key, indicative commercial, technical and legal terms on which Transnet proposes to

purchase the Locomotives contemplated in this RFP. The decision by Transnet to award the RFP to a bidder

through its internal processes and governance structures and any commitment from Transnet is, in each

case, subject to and will only be completed upon the signing of a set of mutually satisfactory procurement

agreements between the parties (substantially in the form of the draft supply contract referred to in Section

9 of this RFP, which will be made available during the tender process). In the absence of such signed

agreements, Transnet will not be bound by an interim step in the process [including but not limited to a

decision by its approval body to appoint a bidder as the preferred bidder or to award such RFP to a specific

bidder, as the case may be].

Kindly note that Transnet will not reimburse any Respondent for any preparatory costs or other work

performed in connection with this Proposal, whether or not the Respondent is awarded a contract.

13. PUBLIC FINANCE MANAGEMENT ACT (PFMA)

In terms of section 54(2)(d) of the PFMA, Transnet must obtain Ministerial approval for the acquisition of a

significant asset before proceeding with the acquisition and as such this acquisition is subject to PFMA

approval. Furthermore this acquisition is subject to final approval being granted by the Transnet Board of

Directors.

14. LEGAL REVIEW

A Proposal submitted by a Respondent will be subjected to review and acceptance or rejection of its

proposed contractual terms and conditions by Transnet's Legal Counsel, prior to consideration for an award

of business.

Respondents are to complete this section:
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Respondent's contact person

Name

Designation

Telephone

Cell Phone

Facsimile

Email

Website

Transnet urges its clients/ suppliers and the general public

to report any fraud or corruption on the part of Transnet employees to

TIP-OFFS ANONYMOUS: + 27 800 003 056
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RFP FOR THE SUPPLY OF

465 NEW DIESEL LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB)

Section 2 : BACKGROUND, OVERVIEW AND SCOPE OF REQUIREMENTS

1. BACKGROUND

The South African railway network is operated by TFR which is an Operating Division of Transnet SOC Ltd, a

State Owned Company [SOC].

Estimates show that Transnet has a shortage of GFB type Diesel locomotives. In addition to this shortage,

Transnet intends to increase traffic through the main corridors within the next 7 [seven] years.

TFR wishes to significantly modernise and upgrade its current fleet of Diesel locomotives. These

locomotives, many of which have seen nearly 30 [thirty] years of service, cannot guarantee the degree of

reliability and availability needed to provide the level of customer service TFR is aspiring to deliver. Much of

this fleet is therefore in need of replacement.

In addition, recent investment in the railway infrastructure in South Africa and improvements in operating

efficiency has meant that the volume of freight traffic being carried by TFR has increased considerably and

this trend is likely to continue into the medium and longer term.

2. EXECUTIVE OVERVIEW

Transnet is seeking a Supplier(s) to provide solutions for its Operations Divisions. It also seeks to improve its

current processes for providing these Goods to its end user community throughout its locations.

The selected Supplier(s) will share in the mission and business objectives of Transnet. These mutual goals

will be achieved by meeting contract requirements and new challenges in an environment of teamwork, joint

participation, flexibility, innovation and open communications. In this spirit of collaboration, Transnet and its

Supplier(s) will study the current ways they do business to enhance current practices and support processes

and systems. Such a relationship will allow Transnet to reach higher levels of quality, service and

profitability.

Specifically, Transnet seeks to benefit from this Supplier(s) in the following ways:

2.1 Transnet must receive reduced cost of acquisition and improved service benefits resulting from the

Supplier's economies of scale and streamlined service processes.

2.2 Transnet must achieve appropriate availability that meets user needs while reducing costs for both

Transnet and the chosen Supplier(s).

2.3 Transnet must receive proactive improvements from the Supplier with respect to supply of Goods and

related processes.

2.4 Transnet's overall competitive advantage must be strengthened by the chosen Supplier's leading edge

technology and service delivery systems.
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2.5 Transnet's end users must be able to rely on the chosen Supplier's personnel for service enquiries,

recommendations and substitutions.

2.6 Transnet must reduce costs by streamlining its acquisition of goods, including managed service

processes on a Group basis.

2.7 Transnet is committed to adhere to the following processes and objectives:

2.7.1 To ensure the bidding process is fair and transparent

2.7.2 To identify suppliers with whom TFR can collaborate, to ensure value for money and

compliance with Transnet's support for the government's New Growth Plan [NGP], IPAP

II and related government objectives

2.7.3 Transnet is committed to obtaining significant socio-economic objectives in addition to

value for money and security of supply. In light of this TFR seeks to appoint a supplier

who can commit to delivering on the governments objectives (NGP & IPAPII), which

include;

^ Industrialisation

^ Localisation

s The creation of jobs

^ The transfer of technical skills, IP and knowhow of the South African industry

s Increasing the capability and capacity of the South African rolling stock

industry

^ Reducing capital leakage

^ Increase South Africa's exports

s The integration of South African suppliers into the locomotive OEM's global

supply chains

2.7.4 To allow for the long term maintenance of the Locomotives, post warranty period, by

requiring the Supplier(s) to commit to transferring such related skills to Transnet and

South African companies.

3. SCOPE OF REQUIREMENTS

This RFP is issued for the acquisition of 465 [four hundred and sixty-five] Diesel Locomotives [the

Locomotives], to be delivered and fully operational according to the specification provided. We are therefore

requesting Respondents to provide their best solution to meet the aggressive delivery schedule required for the

Locomotives as set out in paragraph 3.1 below. Detailed specifications are attached as Annexure K.

In alignment with the requirements of the NGP to reduce the carbon intensity of the economy, Respondents

are required to provide a plan on how Transnet can contribute to reducing the effects of climate change

through these Locomotives. This plan should include improvements such as, but not limited to, increased

energy efficiency of the Locomotives, and the manner in which the Respondents will develop the local

supplier industry for greener technologies.

In addition to the above requirements, please provide the following information:
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Ref

1

2

3

4

5

6

7

8

Questionnaire

Do you participate in the Investor Carbon Disclosure Project
[CDP]?

If you participate in the CDP what are your current
scores/ratings?

Does your Locomotive design accommodate Biofuel drop-in?

If your response to 3 above is positive, please indicate the %
of Biofuel drop-in.

Can your Locomotive be retrofitted for Biofuel drop-in?

What would be the cost of such a retrofit?

Does your company have a documented process for the
decommissioning and recycling of a locomotive at the end of
its lifespan?

Which of the following methods does your company employ
to drive emission reduction in your locomotive products:

• Compliance to regulatory requirements/standards

• Dedicated budget for energy efficiency

• Dedicated budget for low carbon R&D

• Dedicated budget for other emission reduction

activities

• Other [specify]

Response: If yes, provide

details

3.1 7-Year GFB Locomotive Delivery Schedule

New GFB Diesel Locomotive Plan

Delivery
Periods

Quantity of
Locomotive

2013/14

100

2014/15

100

2015/16

100

2016/17

100

2017/18

65

Total

465

Transnet requires flexibility in exercising options for the acquisition of the Locomotives. These options may

include suspending or postponing the delivery of the Locomotives until a later date or changing quantities.

Transnet however does not expect to pay a price premium should it exercise any of these options.

Transnet reserves the right to terminate the Locomotive acquisition programme or any part thereof at any

stage during the seven year period should circumstances so dictate. Therefore, Transnet is not obliged to

acquire the full amount of 465 Locomotives. Bidders are therefore required to provide 'Break-pricing' for

each of the stages indicated below, should Transnet decide to terminate the acquisition process at any of

these stages.
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DELIVERY SCHEDULE IN BATCHES

Delivery Periods 2013/14 2014/15 2015/16 2016/17 2017/18

Total number of

Locomotive in Batches

Pricing per Locomotive

100

100

100

100

200

100

100

100

300

100

100

100

100

400

65

100

100

100

100

465

Guiding Principles

The Respondents are to take the following guiding principles in consideration when compiling their

Proposals:

a) Proposals must be strictly in accordance with the technical specification provided.

b) Maximum standardisation is required of all sub-systems irrespective of the type of proposed

Locomotives. By implication, a common source of supply is preferred but shall be evaluated on a

cost to TFR basis.

c) A long term [life of the fleet] localised service commitment from the successful Respondent is

required-

i. during the warranty and defect liability period [DLP], except for consumables. During the

warranty and defect liability period [DLP] the supplier must ensure that critical spares

are available in the country and transported to site when required.

ii. for continuous technological upgrades to constantly reduce costs and increase

efficiencies. The design philosophy must thus cater for future technological changes;

iii. for the development of and continuous adjustments to the maintenance plans to

guarantee the performance requirements and thereby reduce costs; and

iv. for continuous specialised training (operating (Drivers) as wells as Technical personnel)

as required by Transnet.

3.2 Specifications

Annexure K attached herewith outlines TFR's desired outcomes required from the Locomotives and

standardised technical requirements. These specifications and the additional worksheets are designed to

assist the Respondents in choosing the best overall solution that will meet TFR's needs.

All responses must be fully substantiated in the relevant Technical bid responses (Annexure K).

Alternative Proposals

TFR recognises that Respondents may feel able to deliver a better overall solution that meets TFR's

objectives without meeting all of the essential requirements. Failure to meet an essential requirement

therefore may not lead to a Proposal being deemed non-compliant and being rejected, provided that a
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satisfactory alternative that meets all mandatory requirements and which provides a satisfactory

alternative to the essential requirements is provided. Respondents should note that a failure to meet an

essential requirement, without providing a satisfactory alternative, will attract a negative score in the

evaluation process. Conversely, exceeding an essential requirement will attract a positive score during

evaluation.

3.3 Instructions for Completion of Specification Schedule [Annexure H]

• Do not add extra columns and/or rows in the spreadsheet.

• Do not change the clause wording.

• If fully compliant please use the words "Full Compliance" under the compliance level column.

• If partially compliant please use the words "Partial Compliance" under the compliance level

column.

• If not compliant please use the words "Non-compliance" under the compliance level column.

• For all instances where the response is "Non-compliance", please provide comments.

• If there is a feature of the proposed solution that is not listed in the spread sheet, please

provide separate details and potential benefits to TFR of such feature being proposed.

4. GENERAL INFORMATION

4.1 The Supplier(s) shall be fully responsible to Transnet for the acts and omissions of persons directly or

indirectly employed by them.

4.2 The Supplier(s) must provide the information requested and comply with the requirements stated in

this RFP.

5. MANUFACTURERS

The Respondents must state hereunder the actual manufacturer(s) of the components tendered for;

5.1. LOCAL MANUFACTURER(S):

DESCRIPTION NAME ADDRESS [IN FULL]

174

5.2. FOREIGN MANUFACTURER(S):

DESCRIPTION NAME ADDRESS [IN FULL]

Respondents should attach a separate annexure containing this information, should it be required.
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6.

7.

INSPECTION DETAILS

The Respondents must state the actual name(s) and address/addresses of the suppliers of the Locomotive

components for inspection purposes only:

6.1. LOCAL MANUFACTURER(S):

DESCRIPTION OF
COMPONENT

NAME ADDRESS [IN FULL]

6.2. FOREIGN MANUFACTURER(S):

DESCRIPTION OF
COMPONENT

NAME ADDRESS [IN FULL]

IMPORTED CONTENT

The Respondents must state hereunder the value and percentage of the imported content as well as the

country of origin in respect of each Locomotive component to be imported:

DESCRIPTION. VALUE
%

COST
COUNTRY OF

ORIGIN
CURRENCY TARIFF

HEADING

Note: Where more than one country is applicable to one item, the Respondents must furnish this information

separately.

8. EXCHANGE AND REMITTANCE

The attention of the Respondents is directed to clause 16 [Exchange and Remittance] of the General Bid

Conditions appended hereto. The Respondent is also to note that the particulars of the exchange rate on

which the Respondent has based its tendered price(s), is/are to be stipulated hereunder.

8.1. ZAR [South African currency] being equal to [foreign currency]

8.2. ZAR [South African currency] being equal to [foreign currency]

8.3. ZAR [South African currency] being equal to [foreign currency]

8.4. ZAR [South African currency] being equal to [foreign currency]

8.5. ZAR [South African currency] being equal to [foreign currency]

8.6. % in relation to tendered price(s) to be remitted overseas by Transnet

8.7. [Name of country to which payment is to be made]

8.8. Beneficiary details:
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8.9. Name [Account holder]

Bank [Name and branch code].

Swift code

Country

8.10. [Applicable base date of Exchange Rate used]

Transnet prefers fixed prices and receiving prices in Rand

9. EXPORT CREDIT AGENCY SUPPORTED FINANCE

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 Export Credit

Agency. Under such circumstances the successful Respondent undertakes:

9.1. 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 services, which are eligible for ECA credit supported finance by an Export Credit Agency, is

generally required to provide for the purposes of obtaining ECA support;

9.2. 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 Export Credit Agency 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.

Transnet reserves the right to make use of any other source of funding.

10. NATIONAL RAILWAY SAFETY REGULATOR ACT

In compliance with the National Railway Safety Regulator Act, 16 of 2002, the successful Respondent [the

Supplier] shall ensure that the Goods to be supplied to Transnet, under the terms and conditions of a

contract between the parties, comply fully with the specifications as set forth in Section 15 [Specifications

and Drawings] and Annexure K [Specifications] of this RFP, and shall thereby adhere to railway safety

requirements and/or regulations [as applicable]. Permission for the engagement of a subcontractor by the

Supplier, as applicable, both initially and during the course of a contract, shall be subject to a review of the

capability of the proposed subcontractor to comply with the specified railway safety requirements and/or

regulations. The Supplier and/or its subcontractor shall grant Transnet access, during the term of the

contract, to review any safety-related activities, including the coordination of such activities across all parts

of the organisation of the supplier.

Accepted:

YES NO

11 . SERVICE LEVELS

11.1. An experienced national account representative(s) is required to work with Transnet's

sourcing/procurement department. [No sales representatives are needed for individual
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department/locations]. Additionally, there shall be a minima! number of people, fully informed and

accountable for the contract.

11.2. Transnet will have quarterly reviews with the Supplier's account representative on an on-going basis.

11.3. Transnet reserves the right to request that any member of the Supplier's team involved on the

Transnet account be replaced if deemed not to be adding value for Transnet.

11.4. Transnet expects a minimum availability on the Locomotives of 95% and a maximum of 10 faults per

million kilometres for the locomotive fleet

11.5. The Supplier must provide a telephone number for customer service calls.

11.6. Failure of the Supplier to comply with stated service level requirements will give Transnet the right to

cancel the contract in whole, without penalty to Transnet, giving 60 [sixty] days' notice to the

Supplier.

11.7. Supplier development and Local Content reports to be submitted on a monthly basis, subject to

independent review.

Transnet reserves the right to conduct amongst others compliance audits with a view to monitor

compliance with all aspects of this tender and any subsequent agreement. In addition, the Department

of Trade and Industry (DTI) may also conduct compliance audits to ascertain the authenticity of

declarations made in terms of, amongst others, local content.

Acceptance of Service Levels:

YES NO

12. CONTINUOUS IMPROVEMENT INITIATIVES

12.1. Respondents shall indicate whether they would be committed, for the duration of any contract which

may be awarded through this RFP process, to participate with Transnet in its continuous improvement

initiatives to reduce the overall cost of transportation services and related logistics provided by

Transnet's Operating Divisions within South Africa, to the ultimate benefit of all end-users.

Accepted:

YES NO

If "yes", please specify details in paragraph 12.2 below.

12.2. Respondents must briefly describe their commitment to the continuous improvement initiatives and

give examples of specific areas and strategies where cost reduction initiatives can be introduced.

Specific areas and proposed potential savings percentages should be included. Additional information

can be appended to the Respondent's Proposal if there is insufficient space available.
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13. RISK

Respondents must elaborate on the control measures put in place by their entity, which would mitigate the

risk to Transnet pertaining to potential non-performance by a Supplier, in relation to:

13.1. Quality and specification of Goods delivered:

13.2. Continuity of supply (refer to supplier agreement):

13.3. Compliance with the Occupational Health and Safety Act, 85 of 1993:

13.4. Compliance with the National Railway Safety Regulator Act, 16 of 2002 [referparagraph 10

above]:

14. REFERENCES

Please indicate below the company names and contact details of existing customers whom Transnet may

contact to seek third party evaluations of your current service levels:

NAME OF COMPANY CONTACT PERSON TELEPHONE

15. EVALUATION METHODOLOGY AND CRITERIA

This section will be addressed in subsequent parts of the RFP issued at the next stage.
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RFP FOR THE SUPPLY OF

465 NEW DIESEL LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB)

Section 3: FINANCIAL OFFER & OTHER PERTINENT INFORMATION

1. FINANCIAL OFFER

1.1. Locomotives must be on a delivered price basis in accordance with INCOTERMS 2010, Delivered Duty Paid

to Nominated South African Destination (DDP) as per the draft Supply Agreement which will be made

available during the tender process. RFP's for supply on any other basis of delivery will be disqualified. The

delivery schedule provided by the Respondent must be inclusive of all non-working days or holidays, and of

periods occupied in commissioning and formal acceptance of the Locomotives.

Respondents should note that Transnet's preferred payment currency would be South African Rand.

However, where the supplier has approval from SARB to receive payments in foreign currency, it is

Transnefs policy not to pay VAT in foreign currency."

1.2. Transnet is anticipating a milestone payment structure as follows:

First batch: Advance Payment of 2AR 200m payable on accepted delivery schedule and the acceptable

APG being provided. Balance of payment will be made on successful acceptance testing, subject to

retentions.

Subsequent batches: payment will be made on successful acceptance testing, subject to retentions.

The Respondent will be required to secure an Advanced Payment Guarantee (APG) and Parent Company

Guarantee before each remittance and delivery. The costs for the establishment of the APG and Parent

Company Guarantee will be for the account of the Supplier. All guarantees will be on demand. The issuer of

the Advance Payment Guarantee must have at least a long term credit rating of A- (Fitch or equivalent) and

the issuer should be pre-agreed with Transnet. Should the minimum credit rating of the Issuer of the APG

drop below the stipulated minimum requirement before expiry, the Supplier will have to replace the APG at

own cost with an issuer that meets the minimum rating criteria. Transnet will require that the successful

Respondent [the Supplier] posts an "on-demand" Performance Bond(s) [on terms satisfactory to Transnet

and for such amount as Transnet may agree] covering (i) the obligations of the Supplier in relation to the

agreed "in-service" availability and reliability targets of the Locomotives and (ii) the Supplier's obligations in

relation to its Supplier Development commitments [as provided in its SD Plan], and (iii) its green economy

commitments. Transnet may require the Supplier to provide one or more Performance Bonds in respect of

the above commitments.

1.3. Transnet requires that the Respondent provides an outline of performance guarantees [e.g. penalties] for

the following events:

(i) Pre-production delays

(ii) Post-production / shipment delays

(iii) Performance (Reliability / Availability)

(iv) Defect Liability

(v) Availability of Spares

(vi) Breach and Termination [100% cover]

(vii) Loss of Profit penalties for unreasonable lengthy delays
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1.4. The Respondent should note that where a portion of the contract or order value is to be remitted overseas,

TFR shall, if requested to do so by the Supplier, effect payment overseas direct to the principal or Supplier

of such percentage of the contract or order value as may be stipulated by the Respondent in its RFP

Documents. Transnet requires that the Respondent provide the following:

(i) The manner in which the Respondent will address the risk of future movements in exchange rates,

including a description of any exchange rate hedging strategy to provide a fixed range price to

Transnet.

(ii) All exchange rates included should be readily verifiable by TFR. The Respondent should identify the

source information used in determining each projected exchange rate [which must be publicly

available].

(iii) Respondents must separately disclose the cost of any hedges included in the price offered.

Transnet SOC Ltd would prefer an overall RAND based contract that includes the locally based

components/work as well as the imported content. The Supplier must show particulars of

amounts/currencies and exchange rates used in respect of the imported portion in calculating the

overall tender price in RAND. If contract is awarded to the Supplier, the Supplier must submit a foreign

exchange rate risk hedging quotation to Transnet SOC Ltd for acceptance before the contractor

considers entering into any exchange hedging contracts. Once the cost of hedging is accepted and

agreed by Transnet SOC Ltd, the cost of hedging shall be treated as a compensation event (Variation

Order) and shall be for Transnet's account.

Once agreement has been reached on the fixed Rand price in respect of the foreign content as

explained above, the Supplier has the sole responsibility for the implementation and management of

the foreign exchange hedging contracts for the purpose of providing protection against the currency

exposure assumed by the Supplier under this agreement to fluctuations in exchange rate movements.

Transnet SOC Ltd has no liability, financial and or otherwise, to the Supplier or any other person under

or in connection with the Hedging Contracts.

The Supplier has made its own independent appraisal of all risks arising under or in connection with the

Hedging Contracts and has not relied on any information provided to it by Transnet SOC Ltd to hedge

the exchange rate risk exposure.

Only if no agreement can be reached on the cost of hedging with the Supplier, Transnet SOC Ltd

will consider entering into a multi-currency agreement.

1.5. In developing an optimal value for money solution, TFR will entertain a financing solution proposal from the

Respondent. The Respondent may provide a description of any alternate finance solution noting the

potential value for money benefits.

1.6. TFR develops and uses simulators at its School of Rail and at other geographical locations in South Africa.

a. These simulators will be designed to be exact replicas of the Locomotive cabins in the Locomotives that will

be supplied by the successful Bidder. TFR appoints external companies to develop the various components

that make up the simulator, such as the hardware and the software components. In order to do this, the
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b.

external companies require information about every aspect of the locomotive being supplied, including but

not limited to technical information, drawings, and characteristics of the locomotives in different operating

conditions. This is in order to develop a simulator that simulates the locomotive supplied as far as is

technologically possible and physically capable of being simulated.

It shall be a legally binding obligation of the successful Bidder to co-operate with and assist the simulator

development companies appointed by TFR to develop the simulators by providing the necessary

documentary information relating to the Locomotive to them, its professional expert's time to advise on the

various stages of development and whether the simulations developed are suited to the Locomotives being

supplied, and any other assistance that may be required to develop the simulator. This shall be at no extra

charge to TFR, except where travelling and subsistence are required. TFR shall bear the costs of these in

terms of its prevailing internal policies and rates allowed for such travelling and subsistence. The

successful Bidder shall provide all intellectual property that it has provided to TFR, to the simulator

developers for the purposes of developing the required simulator.

The costs of acquiring the software required for train driver training simulators must be quoted for

separately or as a value add (at no charge to TFR).

1.7. Transnet requires flexibility in exercising options for the acquisition of the Locomotives. These options

may include suspending or postponing the delivery of the Locomotives until a later date or changing

quantities. Transnet however does not expect to pay a price premium should it exercise any of these

options.

1.8. Transnet reserves the right to terminate the Locomotive acquisition programme at any stage or any part

thereof during the seven year period should circumstances so dictate. Therefore, Transnet is not

obliged to acquire the full amount of 465 Locomotives. Bidders are therefore required to provide 'Break-

pricing' for each of the stages indicated below, should Transnet decide to terminate the acquisition

process at any of these stages.

DELIVERY SCHEDULE IN BATCHES

Delivery Periods 2013/14 2014/15 2015/16 2016/17 2017/18

Total number of

Locomotive in Batches

Pricing per Locomotive

100

100

100

100

200

100

100

100

300

100

100

100

100

400

65

100

100

100

100

465
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2. GENERAL

TFR a division of Transnet SOC Ltd must procure locomotives to meet its obligations with regards to increased

demand for rail traffic services.

This section gives an overview of the financial requirements in order to enable TFR to perform a rigorous financial

assessment of the various Respondents' capabilities. Respondents are required to provide all the information set

out in Sections A, B, C and D below. Should any information not be provided, it will lead to the Respondent's

disqualification.

2.1 Instructions to the Respondents

• Complete the following document [Section A, B and C] to the best of your ability

• Cross reference all pertinent attachments

• Have the documents certified as true and accurate by your auditors

• Return with the bid documents

2.2 Financing and Level of Commitment

(i) Respondents should be aware that due to the administrative and cost burden of advance payment

guarantees [APGs], TFR would prefer a payment schedule that is aligned to clause 1.2 above. Thus

Respondents should provide for receipt of payment only on acceptance, with concomitant retentions

in favour of TFR, including performance bonds and warranty provisions.

(ii) Should a separate entity, a Special Purpose Vehicle [SPV], be formed to execute the project, then

such duties and obligations which would normally be incurred by the parent companies will become

the onus of the SPV. In view of this it is imperative that the SPV's financial strength and viability be

demonstrated through a rigorous completion of the information in the tables below as would be done

for the parent companies.

2.3 Procurement price risk

Respondents will be required to price in line with the following options:

• Fixed pricing

• Escalation based pricing.

• Indexation formulas used in pricing calculations

Note that TFR prefers a fixed price contract

SECTION 3-A: General

The following information is required to be supplied by all Respondents. Where the response is too large for the space

provided, the table can be allowed to flow over to the next page or referenced attachments can be provided.

General Information:

1.1

1.2

1.3

Contractors Name

Registration Number

Physical Address
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1.4

1.5

1.6

1.7

1.8

1.9

1.10

1.11

1.12

1.13

1.14

1.15

Postal Address

Telephone Number(s)

Telefax Number

E-mail Address

Web Page

Years in Business

Shareholders Details

Company Structure [e.g. Holding Co. with subsidiaries

etc.]

Organogram

CV's of Key Staff

Business & Marketing Strategy

Vat Number

—

Facilities/Equipment/Software-indicate Owned or Leased:

2.1

2.2

2.3

2.4

2.5

2.6

Offices

Premises

Landlord

Computer Equipment

Standard Software

Customised Software

Financial:

3.1

3.2

3.3

3.4

3.5

3.6

3.7

3.8

3.9

3.10

3.11

Bank

Address

Contact Person

Permission for Bank Reference

Aggregate Turnover last Three Years

Annual Reports Available for Review

Auditors

Factor Accounts

Debtors Book

Bank Overdraft

Present Borrowings
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3.12

3.13

3.14

3.15

3.16

3.17

Assets

Liabilities

Contingent Liabilities

Legal Disputes

Insurance

Professional Indemnity
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SECTION 3-B: Measures

Respondents are required to complete the following table with the information requested. All information is

compulsory and any information not provided will result in the Respondent being excluded from the process. The

necessary supporting documentation must be cross referenced to the second column below

(a) Pertinent Financial Information:

1. All Respondents must provide all audited financial statements for the last three years
and for any quarters subsequent to that, to enable TFR to run typical financial ratios
and analyses

2. Total revenue generated by Transnet business for each of the last three years

3. List names and revenue generated by your top 5 customers for each of the last three
years

4. A copy of your latest rating report

(b) Insurance:

Respondents should ensure transparency. Respondents are required to provide detailed insurance premium
calculations and full details of associated project insurance related costs [e.g. insurance "risk contingencies"].

Respondents must include in their Proposal -

1. A mark-up of the insurance arrangements in the SLA clearly identifying where:

a. there will be full compliance with TFR's insurance requirements

b. the Bidder proposes alternative solutions to satisfy TFR's requirements

c. there are points of clarification required

2. Completed Insurance Cost and Technical Proforma.

3. A letter from the Bidder's Insurance adviser stating that the insurance arrangements are
achievable on the terms and prices included in the Respondents Proposal.

During post tender negotiations these rates will be compared to rates available to TFR and the Respondent will be
requested to utilise the TFR facility should the rates prove to be more advantageous.

(c) Taxation

Respondents must include in their Proposal -
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1. Advice from a specialist taxation advisor regarding the taxation implications of the proposal
supported by adequate opinions and relevant precedents; especially with regards to VAT
and tax consequences of the proposed funding structure. The amendment was made in
order to eliminate the duplication in respect of the definition of Value-Added Tax, as it is
defined in page 4 under the list of acronyms.

2. Strategy for obtaining the tax rulings required under the Import/Export Agreements if any;

3. Strategy for minimising the customs duty burden associated with the importation of
components, parts or locomotives. TFR will not be responsible for the payment of any
duties incurred by the preferred bidder, as the onus is on the preferred bidder, in respect
of goods that qualify for rebate of Customs duty and/or are subject to 0% duty." The
amendment is made in order to correct the previous statement which provides that
Transnet will not be liable for payment of any duty in respect of the importation of the
locomotives (complete locomotives are imported duty free), since no complete locomotives
will be imported due to the localisation. As a result, duty will be payable by the supplier in
respect of the importation of components and parts, however the supplier is required to
utilise the rebate provision 317.12 and for those items not falling under the rebate i.e.
items attracting duties, the duty will already be included in the price (DDP)

4. Setting up a bonded warehouse for spares and a rebate store for the manufacturing of
locomotives". The amendment is made in order to highlight that a rebate store for the
manufacturing of locomotives is also required in order to minimise customs duty liability.

Respondent's Signature Date & Company Stamp0078-0969-0001-0190

TRANSNET-REF-BUNDLE-04496



187
RFP No. TFRAC-HO-8609 Page 33 of 59

SECTION 3-C: Cash Flow Prediction and Retentions Offered

(i) The anticipated cash flow based on proposed contract price, delivery and final acceptance date to be
given below.

I • ; 1 ^ _ - t

The cash flow prediction shall in no way affect the terms of payment as stated elsewhere in this RFP

document.

(ii) Retention Amounts Offered,
from

_%, for period months
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SECTION 3-D: Financial Projections

Financial model inputs & outputs

As a minimum the financial models must include:

Investment data:

1. A monthly locomotive delivery and acceptance schedule [please use the spread
sheet provided, Annexure F]

2. Analysis of bid costs [including professional fees] [please use the spread sheet
provided, Annexure F]

3. Capital and operating cost assumptions [please use the spread sheet provided,
Annexure F]

4. All and any assumptions [please use the spread sheet provided, Annexure F]

5. Non time based assumptions including financing costs, working capital, tax and
accounting assumptions [please use the spread sheet provided, Annexure F]

6. The following nominal cash flows must be included [please use the spread
sheet provided, Annexure F]:

a. Capital acquisition cost(separated into:

• Base price ["off the shelf"]

• Optional prices(to cater for functionalities not offered as part of
base product)

b. Maintenance cost [broken into constituent costs per intervention, e.g.
labour, parts] based upon 14 million GTK's per month

c. Engineering support cost

d. Special tooling requirements

e. Capital spares

f. Consumables

g. Energy costs (based upon 14 million GTK's per month and an
electricity costs of 60 cents per kilowatt hour); and

h. Any other relevant cost

7. Fuel efficiency rates to be provided based on 14 million GTK's per month.
Sensitivity to be provided based on varying work rate [notches 1-10
whichever applicable] and tonnages hauled. [Please use the spreadsheet
provided, Annexure F]

8. Escalation formula used, where applicable to the operating costs (deviations
from the requested South Africa Consumer Price Index (CPI) June 2012 5.5%
+ 2%, and the reason therefore must be fully explained)
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RFP FOR THE SUPPLY OF

465 NEW DIESEL LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB)

Section 4 : PROPOSAL FORM

i/We_

[name of entity, company, close corporation or partnership]

of [Full address]

carrying on business under style or title of [trading as/.

represented by

in my capacity as

being duly authorised thereto by a Resolution of the Board of Directors or Members or Certificate of Partners, as the

case may be, dated a certified copy of which is annexed hereto, hereby offer

to supply the.above-mentioned Goods at the prices quoted in the schedule of prices in accordance with the terms

set forth in the accompanying tetter(s) reference and dated

[if any]and the documents listed in the accompanying schedule of RFP documents.

I/We agree to be bound by those conditions in Transnet's:

(i) Draft Supply Agreement

(ii) General Bid Conditions - Goods; and

(iii) any other standard or special conditions mentioned and/or embodied in this Request for Proposal.

I/We accept that unless Transnet should otherwise decide and so inform me/us in the letter of award, this Proposal

[and, if any, its covering letter and any subsequent exchange of correspondence], together with Transnet's

acceptance thereof shall constitute a binding contract between Transnet and me/us.

Should Transnet decide that a format contract should be signed and so inform me/us in a letter of intent [the

Letter of In ten t ] , this Proposal [and, if any, its covering letter and any subsequent exchange of correspondence]

together with Transnet's Letter of Intent, shall constitute a binding contract between Transnet and me/us until the

formal contract is signed.

I/We further agree that if, after I/we have been notified of the acceptance of my/our Proposal, I/we fail to enter

into a formal contract if called upon to do so, Transnet may, without prejudice to any other legal remedy which it

may have, recover from me/us any expense to which it may have been put in calling for Proposals afresh and/or

having to accept any less favourable Proposal.

I/We accept that any contract resulting from this offer will be for a period of 7 [seven] years only; and agree to a

penalty clause to be negotiated with Transnet, which will allow Transnet to invoke a penalty [details to be

negotiated] against us should the delivery of the Goods be delayed due to non-performance by ourselves.

The law of the Republic of South Africa shall govern any contract created by the acceptance of this RFP. The

domicitium citandi et executandi shall be a place in the Republic of South Africa to be specified by the Respondent

hereunder, at which all legal documents may be served on the Respondent who shall agree to submit to the

Respondent's Signature Date & Company Stamp0078-0969-0001-0193
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jurisdiction of the courts of the Republic of South Africa. Foreign Respondents shall, therefore, state hereunder the

name of their authorised representative in the Republic of South Africa who has the power of attorney to sign any

contrart which may have to be entered into in the event of their Proposal being accepted and to act on their behalf

in all matters relating to such contract.

Respondent to indicate the details of its domicilium citandi et executandi hereunder:

Name of Entity:

Facsimile:

Address:

NOTIFICATION OF AWARD OF RFP

As soon as possible after approval to award the contract(s), the successful Respondent [the Supplier] will be

informed of the acceptance of its Proposal. Unsuccessful Respondents will be advised in writing of the name of the

successful Supplier and the reason as to why their Proposals have been unsuccessful, for example, in the category

of price, delivery period, quality, B-BBEE status or for any other reason.

BID VALIDITY PERIOD

Transnet requires bid validity until 29 April 2013 against this RFP.

NAME(S) AND ADDRESS / ADDRESSES OF DIRECTOR(S) OR MEMBER(S)

The Respondent must disclose hereunder the full name(s) and address(s) of the director(s) or members of the

company or close corporation [C.C] on whose behalf the RFP is submitted.

Registration number of company / C.C.

Registered name of company / C.C.

Full name(s) of director/member(s) Address/Addresses ID Number(s)

CONFIDENTIALITY

All information related to a subsequent contract, both during and after completion, is to be treated with strict

confidence. Should the need however arise to divulge any information gleaned from provision of the Goods, which is

either directly or indirectly related to Transnet's business, written approval to divulge such information must be

obtained from Transnet.

DISCLOSURE OF PRICES TENDERED

Respondents must indicate here whether Transnet may disclose their tendered prices and conditions to other

Respondents:

Respondent's Signature Date & Company Stamp
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YES NO

RETURNABLE DOCUMENTS AND SCHEDULES

Mandatory returnable documents and schedules:

Respondents are required to submit the following returnable documents and schedules with their responses. All

Sections, as indicated in the footer of each page, must be signed, stamped and dated by the Respondent:

RETURNABLE DOCUMENTS & SCHEDULES

SECTION 1 : Notice to Bidders

ANNEXURE C: Local Content Declaration: Summary Schedule

ANNEXURE D: Imported Content Declaration: Supporting Schedule

To Annexure C

ANNEXURE E: Local Content Declaration: Supporting Schedule To

Annexure C

SECTION 2 : Background, Overview and Scope of Requirements

ANNEXURE K : Locomotive Specifications

SECTION 3 : Financial Offer & Other Pertinent Information

ANNEXURE F : Financial Total Cost of Ownership (TCO) Model

SECTION 4 : Proposal Form

SECTION 6 : Signing Power - Resolution of Board of Directors

SECTION 7 : Certificate of Acquaintance with RFP Documents

SECTION 8 : General Bid Conditions - Goods

ANNEXURE J - General Bid Conditions Goods

SECTION 9 : Certificate of Acquaintance with Draft Supply Agreement

SECTION 10 : RFP Declaration Form

SECTION 11 : Breach of Law

SECTION 13 : Supplier Code of Conduct

SECTION 14 : Certificate of attendance of Site Meeting / RFP Briefing

SECTION 15: Certificate of Acquaintance with Specifications and Drawings

SECTION 16 : Non-Disclosure Agreement

ANNEXURE H : Non-Disclosure Agreement

ANNEXURE B : Supplier Development Value Summary

SUBMITTED

(Yes/No)

Respondent's Signature Date & Company Stamp
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Failure to provide all the above-referenced mandatory returnable documents by the closing date will

result in a Respondent's disqualification. Bidders are therefore urged to ensure that all these

documents are returned with their Proposals.

Essential returnable documents and schedules

Respondents are required to submit the following returnable documents and schedules with their responses. All

Sections, as indicated in the footer of each page, must be signed, stamped and dated by the Respondent:

RETURNABLE DOCUMENTS & SCHEDULES

SECTION 5 : Vendor Application Form

- Original cancelled cheque or bank verification of banking details

- Certified copies of IDs of shareholder/directors/members [as applicable]

- Certified copy of Certificate of Incorporation [CM29/CM9 name change]

- Certified copy of share certificates [CK1/CK2 if CC]

- Entity's letterhead

- Original VALID Tax Clearance Certificate

- Certified copy of VALID VAT Registration Certificate [SA companies only]

- Certified copy of VALID Company Registration Certificate

- VALID B-BBEE Verification Certificate [Large Enterprises and QSEs]

- VALID B-BBEE Certificate from Auditor, Accounting Officer or SANAS accredited

verification agency [EMEs]

- Audited Financial Statements for previous 3 years

SUBMITTED

(Yes/No)

Failure to provide all the above-referenced essential returnable documents may result in a

Respondent's disqualification. Bidders are therefore urged to ensure that all these documents are

returned with their Proposals. Transnet in its sole discretion may afford Bidders a further opportunity

to submit these essential returnable documents.

CONTINUED VALIDITY OF RETURNABLE DOCUMENTS

The successful Respondent will be required to ensure the validity of all returnable documents, including but not

limited to its Tax Clearance Certificate and valid B-BBEE Verification Certificate, for the duration of any contract

emanating from this RFP. Should the Respondent be awarded the contract [the Agreement] and fail to present

Transnet with such renewals as and when they become due, Transnet shall be entitled, in addition to any other

rights and remedies that it may have in terms of the eventual Agreement, to terminate the Agreement forthwith

without any liability and without prejudice to any claims which Transnet may have for damages against the

Respondent.
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TRANSNET-REF-BUNDLE-04502



193
RFP MO. TFRAC-HO-S509 p a g e 39 o f 59

By signing the RFP documents, the Respondent is deemed to acknowledge that he/she has

made himself/herself thoroughly familiar with all the conditions governing this RFP, including

those contained in any printed form stated to form part hereof and Transnet SOC Ltd will

recognise no claim for relief based on an allegation that the Respondent overlooked any such

condition or failed properly to take it into account for the purpose of calculating tendered prices

or otherwise.

SIGNED at on this day of 2012

SIGNATURE OF WITNESSES ADDRESS OF WITNESSES

Name

Name

SIGNATURE OF RESPONDENT'S AUTHORISED REPRESENTATIVE:

NAME:

DESIGNATION:

Respondent's Signature D a t e & Company Stamp0078-0969-0001-0197
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RFP FOR THE SUPPLY OF

465 NEW DIESEL LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB)

Section 5 : VENDOR APPLICATION FORM

Respondents are to furnish the following documentation and complete the Vendor Application Form bplow:

1. Original cancelled cheque OR letter from the Respondent's bank verifying banking details [with bank

stamp]

2. Certified copy of Identity Document(s) of Shareholders/Directors/Members [where applicable]

3. Certified copy of Certificate of Incorporation, CM29 / CM9 [name change]

4. Certified copy of Share Certificates [CK1/CK2 if CC]

5. A letter on the entity's letterhead confirm physical and postal addresses

6. Original valid SARS Tax Clearance Certificate and certified copy of VAT Registration Certificate [SA

companies only]

7. A signed letter from your auditor or accountant confirming most recent annual turnover figures

Note: No contract shall be awarded to any Respondent whose tax matters have not been declared

by SARS to be in order.

Entity's trading name

Entity's registered name

Entity's Registration Number or ID Number if a Sole Proprietor

Form of entity [V] CC Trust Pty Ltd Limited Partnership Sole Proprietor

How many years has your entity
been in business?

VAT number [if registered]

Entity's telephone number

Entity's fax number

Entity's email address

Entity's website address

Bank name Branch & Branch code

Account holder Bank account number

Postal address
Code

Physical address

Respondent's Signature Date & Company Stamp
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Code

Contact person

Designation

Telephone

Email

Annual turnover range [last financial year]

Does your entity provide

Area of delivery

< R5 m

Products

National

Is your entity a public or private entity

Does your entity have a Tax Directive or IRP30 Certificate

Main product or services [e.g. Stationery/Consulting]

R5 - 35 m

Services

Provincial

Public

Yes

R35m

Both

Local

Private

No

Complete B-BBEE Ownership Details:

% Black
ownership

% Black women
ownership

% Disabled Black ownership

NoDoes your entity have a B-BBEE certificate Yes

What is your B-BBEE status [Level 1 to 9 / Unknown]

How many personnel does the entity employ Permanent Part time

If you are an existing Vendor with Transnet please complete the following:

Transnet contact person

Contact number

Transnet Operating Division

Duly authorised to sign for and on behalf of Entity / Organisation:

Name

Signature

Designation

Date

Respondent's Signature Date & Company Stamp
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RFP FOR THE SUPPLY OF

465 NEW DIESEL LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB)

Section 6 : SIGNING POWER - RESOLUTION OF BOARD OF DIRECTORS

NAME OF ENTITY:

It was resolved at a meeting of the Board of Directors held on that

FULL NAME(S) CAPACITY SIGNATURE

in his/her capacity as indicated above is/are hereby authorised to enter into, sign, execute and complete any

documents relating to Proposals and/or Agreements for the supply of Goods.

FULL NAME

SIGNATURE CHAIRMAN

FULL NAME

SIGNATURE SECRETARY

Respondent's Signature Date & Company Stamp
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Section 7 : CERTIFICATE OF ACQUAINTANCE WITH RFP DOCUMENTS

NAME OF ENTITY:

I/We

do hereby certify that I/we acquainted myself/ourselves with all the documentation comprising this RFP and

all conditions contained therein, as laid down by Transnet SOC Ltd for the carrying out of the proposed

supply/service/works for which I/we submitted my/our response.

I/We furthermore agree that Transnet SOC Ltd shall recognise no claim from me/us for relief based on an

allegation that I/we overlooked any RFP/contract condition or failed to take it into account for the purpose of

calculating my/our offered prices or otherwise.

SIGNED at on this day of 2012

SIGNATURE OF WITNESS SIGNATURE OF RESPONDENT

Respondent's Signature Date & Company Stamp
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RFP FOR THE SUPPLY OF

465 NEW DIESEL LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB)

Section 8 : GENERAL BID CONDITIONS - GOODS

Refer General Bid Conditions appended hereto
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RFP FOR THE SUPPLY OF

465 NEW DIESEL LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB)

Section 9

CERTIFICATE OF ACQUAINTANCE WITH DRAFT SUPPLY AGREEMENT

NAME OF ENTITY:

I/We

do hereby certify that I/we acquainted myself/ourselves with all the documentation comprising the Draft

Supply Agreement as received on [insert date] from Transnet SOC Ltd for the carrying out of the proposed

supply for which I/we submitted my/our response.

I/We furthermore agree that Transnet SOC Ltd shall recognise no claim from me/us for relief based on an

allegation that I/we overlooked any Terms and Conditions of Contract or failed to take it into account for the

purpose of calculating my/our offered prices or otherwise.

I/We confirm having been advised that a signed copy of this Schedule can be submitted in lieu of the entire

Section 9 (Draft Supply Agreement) as confirmation in terms of the Returnable Schedule.

SIGNED at on this day of 2012

SIGNATURE OF WITNESS SIGNATURE OF RESPONDENT

The Draft Supply Agreement

process

is

in

Note:

not included but will be

subsequent parts of the

issued

RFP

during the tender

Respondent's Signature Date & Company Stamp
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RFP FOR THE SUPPLY OF

465 NEW DIESEL LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB)

Section 10 : RFP DECLARATION FORM

NAME OF ENTITY:

We do hereby certify that:

1. Transnet has supplied and we have received appropriate responses to any/all questions [as applicable] which

were submitted by ourselves for bid clarification purposes;

2. we have received all information we deemed necessary for the completion of this Request for Proposal

[RFP];

3. at no stage have we received additional information relating to the subject matter of this RFP from Transnet

sources, other than information formally received from the designated Transnet contact(s) as nominated in

the RFP documents;

4. we are satisfied, insofar as our entity is concerned, that the processes and procedures adopted by Transnet

in issuing this RFP and the requirements requested from bidders in responding to this RFP have been

conducted in a fair and transparent manner; and

5. furthermore, we declare that a family, business and/or social relationship exists / does not exist [delete as

applicable] between an owner / member / director / partner / shareholder of our entity and an employee or

board member of the Transnet Group.

If such a relationship exists, Respondent is to complete the following section:

FULL NAME OF OWNER/MEMBER/DIRECTOR/
PARTNER/SHAREHOLDER: ADDRESS:

Indicate nature of relationship with Transnet:

[Failure to furnish complete and accurate information in this regard may lead to the disqualification of a

response and may preclude a Respondent from doing future business with Transnet]

Respondent's Signature Date & Company Stamp
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6. We declare, to the extent that we are aware or become aware of any relationship between ourselves and

Transnet [other than any existing and appropriate business relationship with Transnet] which could unfairly

advantage our entity in the forthcoming adjudication process, we shall notify Transnet immediately in writing

of such circumstances.

7. We accept that any dispute pertaining to this bid will be resolved by an independent third-party appointed by

Transnet. This process must first be exhausted before judicial review of a decision is sought. [Refer

"Important Notice to Respondents"overleaf}.

8. We further accept that Transnet reserves the right to reverse an award of business or decision based on the

recommendations of the third-party without having to follow a formal court process to have such award or

decision set aside.

5IGNED at on this day of 2012

For and on behalf of

duly authorised hereto

Name:

Position:

Signature:

AS WITNESS:

Name:

Position:

Signature:

Date:

Place:

Respondent's Signature Date & Company Stamp
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IMPORTANT NOTICE TO RESPONDENTS

Transnet will refer any material complaint received from an unsuccessful bidder to an

independent third-party for review, whose decision will be final. Such independent third-party

may be a retired judge, senior counsel or other suitably qualified person.

A complaint from an unsuccessful bidder must be submitted to Transnet within 10 (ten) days

of receipt of a notice from Transnet, informing the bidder that his or her bid was unsuccessful.

The complaint must be sent to the Group Chief Financial Officer at the address below and

contain full details setting out the nature and grounds for the complaint.

Group Chief Financial Officer

Transnet SOC Ltd

150 Commissioner Street

Johannesburg

Carlton Centre/ 44 th Floor

All Respondents should note that a complaint must be made in good faith. I f a complaint is

made in bad faith, Transnet reserves the right to place such a bidder on its List of Excluded

Bidders.

Respondent's Signature Date & Company Stamp
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RFP FOR THE SUPPLY OF

465 NEW DIESEL LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB)

Section 11 : BREACH OF LAW

NAME OF ENTITY: _ _ _ _ ^ _ _

I/We,

do hereby certify that I/we have/have not been found guilty during the preceding 5 [five] years of a

serious breach of law, including but not limited to a breach of the Competition Act, 89 of 1998, by a court of

law, tribunal or other administrative body. The type of breach that the Respondent is required to disclose

excludes relatively minor offences or misdemeanours, e.g. traffic offences.

Where found guilty of such a serious breach, please disclose:

NATURE OF BREACH:

DATE OF BREACH:

Furthermore, I/we acknowledge that Transnet SOC Ltd reserves the right to exclude any Respondent from

the bidding process, should that person or entity have been found guilty of a serious breach of law, tribunal

or regulatory obligation.

SIGNED at on this day of 20_

SIGNATURE OF WITNESS SIGNATURE OF RESPONDENT

Respondent's Signature Date & Company Stamp
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RFP FOR THE SUPPLY OF

465 NEW DIESEL LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB)

Section 12 : BID CLARIFICATION REQUEST FORM

RFP No: TrRAC-HO-8609

RFP deadline for questions / bid clarifications; Before 12:00 on Friday, 14 September 2012

TO: TFR

ATTENTION: Lindiwe Mdletshe, Commodity Manager, Supply Chain Services

EMAIL Undiwe.MdIetshe@transnet.net

DATE:

FROM:

RFP Bid Clarification No [to be inserted by Transnet]

REQUEST FOR BID CLARIFICATION

Respondent's Signature Date & Company Stamp
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RFP FOR THE SUPPLY OF

465 NEW DIESEL LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB)

Section 13 : SUPPLIER CODE OF CONDUCT

Transnet aims to achieve the best value for money when buying or selling goods and obtaining services.

This however must be done in an open and fair manner that supports and drives a competitive economy.

Underpinning our process are several acts and policies that any supplier dealing with Transnet must

understand and support. These are:

• Transnet Supply Chain Management Policy;

• Section 217 of the Constitution - the five pillars of Public PSCM [Procurement and Supply Chain

Management]: fair, equitable, transparent, competitive and cost effective;

• The Public Finance Management Act [PFMA];

• The Broad Based Black Economic Empowerment Act [B-BBEE]; and

• The Prevention and Combating of Corrupt Activities Act.

This Code of Conduct has been included in this RFP to formally apprise prospective Transnet Suppliers of

Transnet's expectations regarding behaviour and conduct of its Suppliers.

Prohibition of Bribes, Kickbacks, Unlawful Payments, and Other Corrupt Practices

Transnet is in the process of transforming itself into a self-sustaining State Owned Company [SOC], actively

competing in the logistics industry. Our aim is to become a world class, profitable, logistics organisation. As

such, our transformation is focused on adopting a performance culture and to adopt behaviours that will

enable this transformation.

1. Transnet will not participate in corrupt practices and therefore expects its Suppliers to act in a

similar manner.

• Transnet and its employees will follow the laws of this country and keep accurate business

records that reflect actual transactions with and payments to our Suppliers.

• Employees must not accept or request money or anything of value, directly or indirectly, to:

illegally influence their judgement or conduct or to ensure the desired outcome of a

sourcing activity;

win or retain business or to influence any act or decision of any decision stakeholders

involved in sourcing decisions; or

gain an improper advantage.

• There may be times when a Supplier is confronted with fraudulent or corrupt behaviour of

Transnet employees. We expect our Suppliers to use our "Tip-offs Anonymous" Hot line to

report these acts [0800 003 056].

Respondent's Signature Date & Company Stamp

0078-0969-0001-0209

TRANSNET-REF-BUNDLE-04515



206
RFP No. TFRAC-HO-S609 Page 52 of 59

2. Transnet is firmly committed to the ideals of free and competitive enterprise.

• Suppliers are expected to comply with all applicable laws and regulations including laws

pertaining to fair competition and bid rigging. Transnet does not engage with non-value

adding agents or representatives solely for the purpose of increasing B-BBEE spend

[fronting].

3. Transnet's relationship with Suppliers requires us to clearly define requirements, exchange

information and share mutual benefits.

• Generally, Suppliers have their own business standards and regulations. Although Transnet

cannot control the actions of our Suppliers, we will not tolerate any illegal activities. These

include, but are not limited to:

misrepresentation of their product [e.g. origin of manufacture, specifications,

intellectual property rights];

collusion;

failure to disclose accurate information required during the sourcing activity [e.g.

ownership, financial situation, B-BBEE status];

corrupt activities listed above; and

harassment, intimidation or other aggressive actions towards Transnet employees.

• Suppliers must be evaluated and approved before any materials, components, products or

services are purchased from them. Rigorous due diligence is conducted and the Supplier is

expected to participate in an honest and straight forward manner.

• Suppliers must record and report facts accurately, honestly and objectively. Financial

records must be accurate in all material respects.

Conflicts of Interest

A conflict of interest arises when personal interests or activities influence [or appear to influence] the ability

to act in the best interests of Transnet.

• Doing business with family members

• Having a financial interest in another company in our industry

Respondent's Signature Date & Company Stamp

0078-0969-0001-0210

TRANSNET-REF-BUNDLE-04516



RFP Uo. TFPAC-HO-S509 Page 53 of 59
207

RFP FOR THE SUPPLY OF

465 NEW DIESEL LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB)

Section 14: CERTIFICATE OF ATTENDANCE OF BRIEFING SESSION

It is hereby certified that -

1.

2.

Representative(s) of [name of entity]

attended the briefing session in respect of the proposed Goods to be supplied in terms of this RFP on

2012

TRANSNET'S REPRESENTATIVE RESPONDENT'S REPRESENTATIVE

DATE DATE

Respondent's Signature Date & Company Stamp
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RFP FOR THE SUPPLY OF

465 NEW DIESEL LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB)

Section 15: CERTIFICATE OF ACQUAINTANCE WITH SPECIFICATIONS

AND DRAWINGS

NAME OF ENTITY:

I/We

do hereby certify that I/we acquainted myself/ourselves with all the documentation comprising this

Specifications and Drawings for the carrying out of the proposed supply for which I/we submitted my/our

response.

I/We furthermore agree that Transnet SOC Ltd shall recognise no claim from me/us for relief based on an

allegation that I/we overlooked any provisions of the Specifications and Drawings or failed to take it into

account for the purpose of calculating my/our offered prices or otherwise.

I/We confirm having been advised that a signed copy of this Schedule can be submitted in lieu of Section 15

(Specifications and Drawings) as confirmation in terms of the Returnable Schedule.

SIGNED at on this day of 2012

SIGNATURE OF WITNESS SIGNATURE OF RESPONDENT

Respondent's Signature Date & Company Stamp
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RFP FOR THE SUPPLY OF

465 NEW DIESEL LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB)

Section 16: NON-DISCLOSURE AGREEMENT [NDA]

Complete and sign the Non-Disclosure Agreement appended hereto as Annexure H

Respondent's Signature D a t e & C o m p a n y S t a m p
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465 NEW DIESEL LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB)

Section 17: SUPPLIER DEVELOPMENT IN IT IAT IVES

1.1. Aim and Objectives

Historically in South Africa there has been a lack of investment in infrastructure, skills and capability

development and an inequality in the income distribution and wealth of a significant portion of the

population. There have been a number of Government initiatives developed to address these challenges. In

particular, the New Growth Path [NGP] developed in 2010 aligns and builds on previous policies to ensure

the achievement of Government's development objectives for South Africa. Transnet fully endorses and

supports Government's New Growth Path policy.

The key focuses of the NGP include:

• increasing employment intensity of the economy

• addressing competitiveness

• balancing spatial development of rural areas and poorer provinces

• reducing the carbon intensity of the economy

• creating opportunities in improving regional and global cooperation

• enabling transformation that benefits a wider range of social actors in society e.g. workers, rural

communities, youth and women

Transnet, as a State Owned Company [SOC], plays an important role to ensure these objectives are

achieved. Therefore, the purchasing of goods and services needs to be aligned to Government's objectives

for developing and transforming the local supply base. Transnet's mission is to transform its supplier base

by engaging in targeted supplier development initiatives to support localisation and industrialisation whilst

providing meaningful opportunities for Black1 South Africans with a particular emphasis on:

- Youth [16 to 35 year olds]

• Black women

• People with disabilities

• Small businesses

• Rural integration

1.2. Supplier Development [SD]

To facilitate the implementation of Supplier Development initiatives, Transnet has adapted an existing

framework from the Department of Public Enterprises [DPE]. This framework allows for a basic set of

principles to be applied to appropriately targeted SD initiatives. Supplier development initiatives aim to build

local suppliers who are competitive through building capability and capacity. Hence the framework has been

1 "Black" means South African Blacks, Coloureds and Indians, as defined in the B-BBEE Act, 53 of 2003
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termed the Increased Competitiveness, Capability and Capacity Supplier Development Classification Matrix

[IC3 Matrix]. Currently there are four quadrants of SD initiatives which Transnet considers according to the

IC3 Matrix. This RFP has been identified as programmatic, involving high commercial leverage and high

value.

Accordingly, Transnet requests all Respondents to submit a Supplier Development Bid Document

demonstrating their commitment and support for the New Growth Path Policy and how an appointment in

terms of this RFP would assist in achieving the NGP objectives.

a. For a detailed understanding of the IC3 Matrix, the respective SD initiatives and their objectives, please

refer to the "Guidelines for the Completion of a Supplier Development Bid Document" appended hereto

as Annexure B

b. The following Supplier Development [SD] focus areas have been identified , namely:

Category

Industrialisation

Capability and Capacity Building in
South Africa

Transfer of Technology and
Intellectual Property Rights [IPR]

New Skills development

Job Creation/Preservation

Small Business Promotion

Rural Integration and Regional
Development

Description

Industrial capability building that focuses on globally leading
capabilities developed within South Africa

Industrial capability building that focuses on value-added
activities of the South African industry through
manufacturing or service-related activities

Transfer technology, IPR and methodology to small
businesses

Skills transfer & skills education which will occur as a result
of the award of contract

Number of jobs created or preserved resulting from the
award of contract

Encouragement for growth and the expansion of emerging
local firms, through procurement and support mechanisms

Incorporation of the use of rural labour and regional
businesses which will contribute to NGP objectives

c. The Supplier Development Bid Document is to be submitted as a separate document, developed in

line with in Annexure B [Supplier Development Value Summary] appended hereto. The Supplier

Development Bid Document is a detailed narrative document explaining the Respondent's Bid value as

summarised in Annexure G. There is no prescribed format for this document. This SD Bid Document will

represent a binding commitment on the part of the successful Respondent. The SD Bid Document

should outline the type of activities you intend to embark upon should you be awarded the contract.

This Bid Document should also provide an overview of what you intend to achieve, when, and the

mechanisms whereby you will achieve those objectives.

Notes for completion ofSD Bid Document:

(i) Respondents are urged to pay careful attention to the compilation of the SD Bid

Document, including Annexure G [Supplier Development Value Summary]. .
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(ii) Respondents are required to address each of the aspects under the detailed SD

Description as a minimum for submission. This is not an exhaustive list however, and

Respondents must not be limited to these choices when compiling each section.

(Hi) Please provide detailed calculations to illustrate how your estimated Rand values provided

in Annexure G have been derived.

(iv) Respondents are required to provide an electronic copy [CD] of the completed Annexure

G as part of the SD Bid Document submission.

1.3. Additional contractual requirements

Should a contract be awarded through this RFP process, the successful Respondent(s) [hereinafter referred

to as the Supplier] will be contractually committed, inter alia, to the following conditions:

a. The Supplier will be required to submit this SD Plan to Transnet in writing within 65 (sixty five) days

after signature of a Letter of Intent [LOI], where after both parties must reach an agreement [signed

by both parties] within 45 (forty five) days. This SD Plan represents additional detail in relation to the

SD Bid Document providing an explicit breakdown of the nature, extent, timelines and monetary value

of the SD commitments which the Supplier proposes to undertake and deliver during the term of the

contract. 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.

b. The SD Plan may require certain additions or updates to the initial SD Bid Document in order to ensure

that Transnet is satisfied that development objectives will be met.

c. The Supplier will need to ensure that the relevant mechanisms and procedures are in place to allow for

access to information to measure and verify the Supplier's compliance with its stated SD commitments.

d. The Supplier will be required to provide:

(i) monthly status updates to Transnet for each SD initiative. [Detailed requirements will be

provided by Transnet];

(ii) quarterly status reports for Transnet and the DPE. [Detailed reporting requirements will be

provided by Transnet]; and

(iii) a final Supplier Development report, to be submitted to Transnet prior to the expiry date of

the contract, detailing delivery, implementation and completion of all SD components plus

auditable confirmation of the Rand value contribution associated with each such SD

commitment.

e. All information provided by the Supplier in order to measure its progress against its stated targets will

be auditable.

f. The Supplier will be required to submit this SD Plan to Transnet in writing, within 65 day (sixty five)

days after signature of a Letter of Intent [LOI], where after both parties must reach an agreement

[signed by both parties] within 45 (forty five) days. Transnet will reserve the right to reduce or increase

the number of days in which the Supplier must submit its SD Plan if it is deemed reasonable.

g. The contract will be conditional on agreement being reached by the parties on the SD Plan submitted

by the Supplier. Therefore failure to submit or thereafter to agree to the SD Plan within the stipulated

timelines will result in the non-award of such a contract or termination thereof.
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h. Failure to adhere to the milestones and targets defined in an SD Plan may result in the invocation of

financial penalties, to be determined at Transnet's discretion as indicated in the contract, as well as

providing Transnet cause to terminate the contract in certain cases where material milestones are not

being achieved.

1.4. Supplier Development Documentation

Your SD Bid Document including Annexure G, to be submitted as part of your RFP Proposal, will represent

a binding commitment on the part of the successful Respondent.

Attached herewith is the following documentation:

• SD Guideline Document — Annexure B

This document must be used as a guideline to complete the SD Bid Document.

* SD Value Summary - Annexure G

This template must be completed as part of the bid which will represent a binding financial

commitment on the part of the successful Respondent
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TRAN5NET

TRANSNET FREIGHT RAIL

an Operating Division of TRANSNET SOC LTD

(Registration No. 1990/000900/30)

PART 2

REQUEST FOR PROPOSAL [RFP]

FOR THE SUPPLY OF 599 NEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE GENERAL

FREIGHT BUSINESS (GFB)

RFP NUMBER:

CLOSING DATE:

CLOSING TIME:

BID VAUDrTY PERIOD:

TFRAC-HO-8608

26 February 2013

10:00 am

30 September 2013

COMPULSORY BRIEFING SESSION:

A compulsory briefing session will be held at the following venue:

Time : 10:00 am

Date : 14 December 2012

Venue : Transnet Freight Rail, School of Rail Campus

Esselenpark Campus

Main Hall

No.l P91 Road (Modderfontein Road off R25)

Kaalfontein

Kempton Park

Johannesburg

PLEASE NOTE CHANGE IN VENUE

:•::] n I1"7" ' . •• c-:-~
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SCHEDULE OF BID DOCUMENTS

Section No Page

NOTICE TO BIDDERS 3

1. INTRODUCTION 3

2. TRE SUB-CONTRACTING 3

3. SUPPLIER DEVELOPMENT 3

3.1 . BILL OF MATERIALS 3

4. FURTHER RECOGNITION CRITERIA (FRC) 3

5. EVALUATION METHODOLOGY AND CRITERIA 4

5.1. STEP ONE-TEST FOR ADMINISTRATIVE RESPONSIVENESS 4

5.2. STEP TWO - TEST FOR SUBSTANTIVE RESPONSIVENESS TO RFP 4

5.3. STEP THREE - LOCAL CONTENT 5

5.4. STEP FOUR - SUPPLIER DEVELOPMENT AND B-BBEE SCORECARD 6

5.5. STEP FIVE - TEST MINIMUM THRESHOLD OF 80% FOR TECHNICAL CRITERIA 6

5.6. STEP SIX - FINAL WEIGHTED SCORING 7

5.7. SUMMARY: EVALUATION THRESHOLD AND WEIGHTINGS 8

6. ADJUDICATION USING A POINT SYSTEM 8

7. RETURNABLE DOCUMENTS AND SCHEDULES 9

7.1 . MANDATORY RETURNABLE DOCUMENTS AND SCHEDULES: 9

7.2. ESSENTIAL RETURNABLE DOCUMENTS AND SCHEDULES 10

RFPANNEXURES:

ANNEXURE F - FINANCIAL TOTAL COST OF OWNERSHIP (TCO) MODEL

ANNEXURE F (i) - FINANCIAL TOTAL COST OF OWNERSHIP (TCO) MODEL- ENERGY MODEL

ANNEXURE G - SUPPLIER DEVELOPMENT VALUE SUMMARY

ANNEXURE I - DRAFT SUPPLY AGREEMENT (to be issued during the tender process)

ANNEXURE K - LOCOMOTIVE SPECIFICATION - MASTER

ANNEXURE K (i) - LOCOMOTIVE SPECIFICATION - SUMMARY OF CHANGES

ANNEXURE M - B-BBEE PREFERENCE POINTS CLAIM FORM

ANNEXURE N - FURTHER RECOGNITION CRITERIA (CURRENT)

ANNEXURE N (i) - FURTHER RECOGNITION CRITERIA (FUTURE)

ANNEXURE 0 - BILL OF MATERIALS
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RFP FOR THE SUPPLY OF
599 NEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB)

NOTICE TO BIDDERS

1. INTRODUCTION

This RFP is being issued in parts. This document constitutes Part 2 and will address aspects such as evaluation

criteria, evaluation methodology, weightings, TCO models and designated components/ activities.

Responses to this RFP [hereinafter referred to as a Proposal or Proposals or Bid] are requested from

companies, close corporations or enterprises [hereinafter referred to as an Entity or Respondent or Bidder]

to supply the aforementioned requirement(s) to Transnet.

Should a conflict arise between information submitted under Part 1 and Part 2, Part 2 information will supersede

any information communicated previously.

2. TRE SUB-CONTRACTING

Participation of TRE in this locomotive procurement process will be prescribed and further details will follow after

the issuance of Part 2 of RFP.

3. SUPPLIER DEVELOPMENT

Supplier Development Proposal/ initiative as referred to in Section 1 clause 6 of Part 1 means a binding

commitment to Supplier Development deliverables including a detailed narrative thereof made by respondents

which will be incorporated as a term of the contract.

3.1. BILL OF MATERIALS

The Respondents are further required to complete the Bill of Materials [BOM], Annexure 0, as part of the

Supplier Development Bid document submission. Respondents should clearly indicate areas of opportunity

where there is a potential for local component purchase or local supplier development as part of their Supplier

Development Bid Document in the areas of local purchase, fabrication, assembly and repair and maintenance.

Respondents must indicate Yes ["Y"] or No ["N"] in the appropriate box indicating whether a potential

opportunity exists or not. The Respondent must indicate the corresponding "National Value Add" [expressed

in ZAR] and a detailed description of the localisation potential in the comment box.

4. FURTHER RECOGNITION CRITERIA (FRC)

Transnet encourages its suppliers to constantly strive to improve their B-BBEE rating. Whereas Respondents will

be allocated points in terms of a preference point system based on its B-BBEE scorecard to be assessed as

detailed in Section 1, Clause 7, in addition to such scoring, further points will be allocated to Respondents score

based on "Further Recognition Criteria" on an ascending scale. Points for FRC (Current) will be allocated based

on the extent to which the Respondent's current ownership, management control and employment equity meets

or exceeds certain targets. FRC (Future) will be calculated based on the extent to which the Respondent

commits to meet, sustain and/or exceed the minimum compliance targets with its proposed compliance target to

be achieved during the contract period.

All the respondents must complete and return the FRC claim forms for FRC (Current) and FRC

(Future) attached hereto as Annexure N & N (i) respectively.

Respondent's Signature PART 2 Date & Company Stamp
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RFP FOR THE SUPPLY OF

599 NEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB)

5. EVALUATION METHODOLOGY AND CRITERIA

Transnet will utilise the following methodology and criteria in selecting a preferred Bidder, if so required:

Step i Step 2

Administrative Substantive
Responsiveness Responsiveness

Returnable
Documents
& Schedules

Pre-qualification

Step 3
Minimum
overall

Threshold is
60%

Step 4

Minimum
Threshold is

40%

Step 5

Minimum
Threshold

80%

Local
Content

Supplier
Development
BBBEE
Scorecard

I
Technical

Step 6

Weighted
Scoring/100

- Price (incl. TCO)
- Supplier

Development
- B-BBEE Score

Card
- FRC Current
- FRC Future

FINAL
SCORE

5.1. STEP ONE - TEST FOR ADMINISTRATIVE RESPONSIVENESS

The test for administrative responsiveness will include the following:

EVALUATION CRITERIA

• whether the bid has been lodged on time

• whether all returnable documents and/or schedules [where
applicable] were completed and returned by the closing date
and time

• whether the bid documentation has been duly signed by the
Respondent.

RFP REFERENCE

Page 1 of Part 2

Section 4 of RFP Part 1 and

RFP Part 2

Section 4 of RFP 1 and RFP

Part 2

The test for administrative responsiveness [Step One] must be passed for a Respondents

Proposal to progress to [Step Two] for further pre-qualification

5.2. STEP TWO - TEST FOR SUBSTANTIVE RESPONSIVENESS TO RFP

The test for substantive responsiveness to this RFP will include the following:

EVALUATION CRITERIA

• whether the bid contains a priced offer

• Entity's financial stability: Financial Statements

The financial statement submitted by respondents will be
reviewed to determine whether the bidder meets the
minimum requirements for financial stability set by

RFP REFERENCE

Section 2 clause 3.1 and
Section 3 clause 1.8 of Part 1

Section 3 of Part 1 and Clause

4.1/4.2 of Part 2
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Transnet, in addition the following must be adhered to:

1. Agreement to the terms & conditions of the Parent
Company Guarantee in the format supplied;

2. Agreement to the terms & conditions of the Advance
Payment Guarantee in the format supplied;

3. Agreement to the Performance bond requirements &
Performance bond terms & conditions in the format
supplied;

4. A minimum warranty period of 2 years for the loco, 6
years for the traction motor and 1 year for spares
after Defects Liability Period; and

5. A minimum long term credit rating of A- [Fitch
Ratings or equivalent] and the issuer should be pre-
agreed with Transnet, for the companies bankers
that will be providing the guarantees.

• whether any other pre-qualification criteria set by
Transnet, have been met

• whether the bid materially complies with the scope and/or
specification given

• whether all material terms and conditions stated in the bid
document have been met

Section 1 clauses 2.2 and 13.3

Page 1 and Section 4 of Part
1- validity period as amended

by page 1 of Part 2

Section 8, General Bid
Conditions clause 19

Section 10 of Part 1

Section 2, clause 3

Annexure G (Supplier

Development Value Summary)

as amended in Part 2 and

Section 17 of Part 1

Section 2 of Part 1 and

Annexure K

All Sections

The test for substantive responsiveness [Step Two] must be passed for a Respondent's

Proposal to progress to [Step Three] for further evaluation.

5.3. STEP THREE - LOCAL CONTENT

Respondents to provide a Local Content declaration as requested in the following Annexures of

Par t i :

Annexure A: Declaration Certificate for Local Production and Content [FORM SBD 6.2] and

Annexure C: Local Content Declaration: Summary Schedule.

The test for a minimum threshold of 60% for Local Content and designated components/

activities threshold [Step Three] must be passed for a Respondent's Proposal to progress

to [Step Four] for further evaluation.

Respondent's Signature PART 2 Date & Company Stamp
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5.4. STEP FOUR -SUPPLIER DEVELOPMENT AND B-BBEE SCORECARD

Respondents to provide written declarations as requested in the following Annexures:

5.4.1. B-BBEE Scorecard:

PRE-QUALIFICATION CRITERION

Current status evaluated according to the valid B-BBEE Verification
scorecard

RFP REFERENCE

Section 1 clause 7 of Part 1
& Preference Points Claim

Form, Annexure M of Part 2

5.4.2. Supplier Development Bid Document and Supplier Development Value Summary:

Supplier

1.

2.

3.

4.

5.

6.

PRE-QUALIFICATION CRITERIA

Development Bid Document:

Investment in Plant

Technology Transfer/ Sustainability

Down-stream Supplier Development

Skills Development

Job Creation/ Preservation

Small Business Promotion

RFP REFERENCE

Annexure G as amended in
Part 2

The test for meeting the B-BBEE and SUPPLIER DEVELOPMENT threshold of 40% [Step

Four] must be passed for a Respondent's Proposal to progress to [Step Five] for further

evaluation.

5.5. STEP FIVE - TEST MINIMUM THRESHOLD OF 8 0 % FOR TECHNICAL CRITERIA

Technical Criteria:

EVALUATION CRITERIA

Performance

Electrical

Mechanical

Control

Other

Total

SUB-WEIGHTS

7.6%

28.3%

32.2%

13.4%

18.6%

100%

The following Scoring Matrix will be used to evaluate Technical

For each clause, scoring shall be done on the followinq basis

Full Compliance

Partial Compliance

Non- Compliance

2

1

0
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CLAUSE
ABBREVIATION
DES

ESS

MAN

CLAUSE
TYPE
Desirable

Essential

Mandatory

WEIGHT
3

6

10

WEIGHT EXPLANATION
Desirable feature that may improve
locomotive performance or improve
Safety, Operability, Maintainability,
Availability, Reliability (SOMAR)
Requirements that have been
deemed essential because the
analysis conducted by TFR
indicated that these requirements
are necessary to deliver
locomotives that meet TFR's
performance requirements.
Requirements that are mission
critical to TFR

SCORING
MATRIX
0-2

0-2

2 or disqualification

EXAMPLE OF EVALUATION CALCULATION:

EXAMPLE

DESIRABLE CLAUSE
ABCD

OF EVALUATION CALCULATION:

WEIGHT

3

SCORE

2

RESULT

6

Technical Disqualifying/Non-responsive Criteria

• 100% technical compliance is required for all mandatory items. Failure to comply with the

mandatory requirements will lead to disqualification.

• 100% technical response is required for all essential items. Failure to respond to all essential items

(by indicating whether or not the Respondent complies or does not comply with these essential

items) may lead to disqualification.

The minimum threshold of 80% for [Step Five] evaluation criteria must be met or exceeded

for a Respondents Proposal to progress to [Step Six] for final evaluation.

5.6. STEP SIX - FINAL WEIGHTED SCORING

a) Price (Including TCO): Weight 60%

EVALUATION CRITERIA

• Price including Total Cost of Ownership

RFP REFERENCE

Annexure F&F(i) of Part 2

b) Supplier Development: Weight 20%

EVALUATION CRITERIA

Supplier Development Bid Document:

RFP REFERENCE

Annexure G as amended in Part 2
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1.

2.

3.

4.

5.

6.

Investment in Plant

Technology Transfer/ Sustainability

Down-stream Supplier Development

Skills Development

Job Creation/ Preservation

Small Business Promotion

Investment in Plant

5.7.

c) Broad-Based Black Economic Empowerment criteria 20%

EVALUATION CRITERIA

• Current Scorecard

• Further Recognition Criteria (Current)

• Further Recognition Criteria (Future)

WEIGHT

10%
5%
5%

RFP REFERENCE

Section 1 clause 7 &
Preference Points Claim
Form, Annexures M, N
& N (i) of'Part 2

SUMMARY: EVALUATION THRESHOLD AND WEIGHTINGS

PRE-QUALIFICATION EVALUATION CRITERIA

Local content and Component/ Activity

Supplier Development and B-BBEE

Technical

MINIMUM THRESHOLD

60% and as stipulated in Annexure C

40%

80%

EVALUATION CRITERIA

Price (incl. TCO)

Supplier Development

B-BBEE - Score Card

Further Recognition Criteria (Current)

Further Recognition Criteria (Future)

TOTAL SCORE:

FINAL WEIGHTED SCORES

60%

20%

10%

5%

5%

1 0 0 %

Note: Transnet reserves the right to conduct post-tender negotiations with the preferred Bidder/s

6. ADJUDICATION USING A POINT SYSTEM

• The bidder obtaining the highest number of total points in terms of Step 6 of the evaluation

methodology will be awarded the contract, unless there are objective criteria which justify the award

of the contract to a bidder other than the bidder obtaining the highest number of points.

• Points scored will be rounded off to 2 [two] decimal places.

• In the event of equal points scored, the bid will be awarded to the bidder scoring the highest number

of preference points for B-BBEE.

However, when two or more bids have scored equal points including equal preference points for

B-BBEE, the successful bid will be the one scoring the highest score for technical.
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RFP FOR THE SUPPLY OF

7. RETURNABLE DOCUMENTS AND SCHEDULES

7.1. of the bid document.

W f t h

A list of mandatory

documents listed below is

^ " " a l T ^ - * * * * * . - w i n , — b , e documents and scHed.es
R6SP0 T „ edns as indicated in tne footer of each page, must be signed, stamped a n d

" L p l n r ^ a s e confix s — o n of <nese .andato. documents and s c h e d u l e s

indicating (YES/NO) in the table below:

^ e r the
Sut>mitted

b y

RETURNABLE DOCUMENTS & SCHEDULES
SUBMITTED

(Yes/No)

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

SECTION 1 : Notice to Bidders

ANNEXURE A: Declaration Certificate For Local Production And Content

[Form SBD 6.2]
ANNEXURE C: Local Content Declaration: Summary Schedule (as

issued in Part 2)

ANNEXURE N: Further Recognition Criteria (Current)

ANNEXURE N (i): Further Recognition Criteria (Future)

SECTION 2 : Background, Overview and Scope of Requirements

ANNEXURE K : Locomotive Specifications (as amended in Part 2)

SECTION 3 : Financial Offer & Other Pertinent Information

ANNEXURE F : Financial Total Cost of Ownership (TCO) Model

ANNEXURE F (i); Financial Total Cost of Ownership (TCO) Model -

Energy model

Financial statements for the preceding 3 years

SECTION 17: Supplier Development Initiatives
ANNEXURE G : Supplier Development Value Summary (as amended

in Part 2)

ANNEXURE 0: Bill of Materials

Failure to provide all the above-referenced mandatory returnable documents by the closin

time will result in a Respondent's disqualification. Respondents are therefore urged to en

these documents are returned with their Proposals.

Yes

Yes

Yes

PART 2
Date & Com
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7.2. ESSENTIAL RETURNABLE DOCUMENTS AND SCHEDULES

Respondents are required to submit the following returnable documents and schedules with their

responses. All Sections, as indicated in the footer of each page, must be signed, stamped and dated

by the Respondent. Please confirm submission of these essential documents and schedules by so

indicating (YES/NO) in the table below;

RETURNABLE DOCUMENTS & SCHEDULES

SECTION 1 : Notice to Bidders

ANNEXURE D: Imported Content Declaration: Supporting Schedule to Annexure C

(as issued in Part 2)

ANNEXURE E: Local Content Declaration: Supporting Schedule to Annexure C (as

issued in Part 2)

ANNEXURE M: B-BBEE Preference Points Claim Form

SECTION 4 : Proposal Form

SECTION 5 : Vendor Application Form

- Original cancelled cheque or bank verification of banking details

- Certified copies of IDs of shareholder/directors/members [as applicable]

- Certified copy of Certificate of Incorporation [CM29/CM9 name change]

- Certified copy of share certificates [CK1/CK2 if CC]

- Entity's letterhead

- Original VALID Tax Clearance Certificate

- Certified copy of VALID VAT Registration Certificate [SA companies only]

- Certified copy of VALID Company Registration Certificate

- VALID B-BBEE Verification Certificate [Large Enterprises and QSEs]

- VALID B-BBEE Certificate from Auditor, Accounting Officer or SANAS accredited

verification agency [EMEs]

- Joint Ventures - the Incorporated JV/ Consortium/s must submit a VALID B-BBEE

certificate in their registered name.

Unincorporated joint ventures must obtain a consolidated VALID B-BBEE

Certificate as if they were a group structure, provided that such a consolidated B-

BBEE Certificate is prepared for this venture.

- Audited Financial Statements for previous 3 years

SECTION 6 : Signing Power - Resolution of Board of Directors

SECTION 7 : Certificate of Acquaintance with RFP Documents

SECTION 8 : General Bid Conditions - Goods

ANNEXURE J - General Bid Conditions Goods

SUBMITTED

(Yes/No)

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

na

na

Yes

Yes

Yes

Yes

Yes
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SECTION 9 : Certificate of Acquaintance with Draft Supply Agreement

ANNEXURE I - Draft Supply Agreement

SECTION 10 : RFP Declaration Form

SECTION 11 : Breach of Law

SECTION 13 : Supplier Code of Conduct

SECTION 14 : Certificate of attendance of Site Meeting / RFP Briefing

SECTION 15: Certificate of Acquaintance with Specifications and Drawings

SECTION 16 : Non-Disclosure Agreement

ANNEXURE H : Non-Disclosure Agreement

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Failure to provide all the above-referenced essential returnable documents may result in a Respondent's

disqualification. Respondents are therefore urged to ensure that all these documents are returned with

their Proposals. Transnet in its sole discretion may afford Respondents a further opportunity to submit

these essential returnable documents.
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IRANSNET

TRANSNET FREIGHT RAIL

an Operating Division of TRANSNET SOC LTD

(Registration No. 1990/000900/30)

REQUEST FOR PROPOSAL [RFP]

FOR THE SUPPLY OF 599 NEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE

GENERAL FREIGHT BUSINESS (GFB)

RFP NUMBER: TFRAC-HO-8608

ISSUE DATE: 23 July 2012

CLOSING DATE: 16 October 2012

CLOSING TIME: 10:00 am

BID VALIDITY PERIOD: 29 April 2013

COMPULSORY BRIEFING SESSION:

A compulsory briefing session will be held at the following venue:

Time : 10:00 am

Date : 16 August 2012

Venue : Transnet Freight Rail, School of Rail Campus

Esselenpark Campus

Main Building Hall

No.l P91 Road (Modderfontein Road off R25)

Kaalfontein

Kernpton Park

Johannesburg

PLEASE NOTE CHANGE IN VENUE
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B-BBEE

CD

DPE

DTI

EME

GBC

GFB

ID

JV

LOI

NDA

NGP

OD

PTN

PPPFA

QSE

RFP

SD

SOC

TFR

TFRAC

TRE

TCO

VAT

ZAR

SARB

CPI

GTK

LIST OF ACRONYMS

Broad-Based Black Economic Empowerment

Compact/computer disc

Department of Public Enterprises

Department of Trade and Industry

Exempted Micro Enterprise

General Bid Conditions

General Freight Business

Identity Document

Joint Venture

Letter of Intent

Non-Disclosure Agreement

New Growth Path

Transnet Operating Division

Post-Tender Negotiations

Preferential Procurement Policy Framework Act

Qualifying Small Enterprise

Request for Proposal

Supplier Development

State Owned Company

Transnet Freight Rail

Transnet Freight Rail Acquisition Council

Transnet Rail Engineering

Total Cost of Ownership

Value-Added Tax

South African Rand

South African Reserve Bank

Consumer Price Index

Gross Ton Kilometres
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RFP FOR THE SUPPLY OF
599 NEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT

BUSINESS (GFB)

Section 1: NOTICE TO BIDDERS

1. PROPOSAL REQUEST

INTRODUCTION

Please note that this RFP will be issued in parts. This document constitutes Part 1 of the RFP

and contains the following information:

• General information;

• Technical information;

• Local content;

• B-BBEE scorecard;

• Supplier Development;

• Financial proposal;

• Administrative information e.g. pertaining to closing dates, briefing session, returnable

documents, etc.

Subsequent parts will be issued at a later stage(s) and will address aspects such as evaluation

criteria, evaluation methodology, weightings and supply agreement, Financial Total Cost of

Ownership (TCO) Model, inter alia.

Responses to this RFP [hereinafter referred to as a Proposal or Proposals] are requested from companies,

close corporations or enterprises [hereinafter referred to as an Entity or Respondent] to supply the

aforementioned requirement(s) to Transnet.

On or after 23 July 2012, the RFP documents may be inspected at, and are obtainable from the office of

the Secretariat TFRAC, Inyanda House No 1, Ground Floor, 21 Wellington Road, Parktown, Johannesburg on

payment of an amount of R 40,000.00 [Forty thousand SA Rand][inclusive of VAT) per set. Payment is to

be made as follows:

Account Name: Transnet Freight Rail

Bank: Standard Bank

Account No: 203158598

Branch code: 004805

NOTES -

a) This amount is not refundable.

b) A receipt for such payment made must be presented when collecting the RFP documents and

submitted with your Proposal.

RFP documents will only be available until the 10 August 2012 at 14h00. No RFP will be issued after

this date and time.

Any additional information or clarification will be faxed or emailed to all Respondents, if necessary.
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2. FORMAL BRIEFING

A compulsory briefing session will be conducted by TFR on the 16 August 2012, Transnet Freight Rail,

School of Rail Campus, Esselenpark Campus, Main Building Hall, No. l P91 Road (Modderfontein

Road off R25), Kaalfontein, Kempton Park, Johannesburg, for a period of ± 5 hours. [Respondents are

to provide their own transportation and accommodation],

2.1 A Certificate of Attendance in the form set out in Section 14 hereto must be completed and submitted

with your Proposal.

2.2 Respondents failing to attend the compulsory briefing session will be disqualified.

2.3 Respondents without a valid RFP document in their possession will not be allowed to attend the

briefing session.

2A The briefing session will start punctually at 10:00am.

2.5 Transnet reserves the right (in its sole discretion) to hold further briefing session(s) with the bidders

should this be deemed necessary.

2.6 Transnet furthermore reserves the right to issue amendments/addendums to this RFP should this be

deemed necessary.

3. PROPOSAL SUBMISSION

Proposals in tr ipl icate (one original plus two copies) plus a CD/s copy(ies) which must be clearly

labelled and must reach the Chairperson, TFRAC before 10:00am on Tuesday 16 October 2012, and

must be enclosed in a file/s which must have inscribed on the outside:

RFP No: TFRAC-HO-8608

Description 599 NEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE
GENERAL FREIGHT BUSINESS (GFB)

Closing date and time: Tuesday, 16 October 2012 at 10:00am

Closing address [Refer options in paragraph 4 below]

4. DELIVERY INSTRUCTIONS FOR RFP

4.1 Delivery by hand

If delivered by hand, the file/s are to be deposited in the TFR tender box which is located at Inyanda

House No 1, Ground Floor, 21 Wellington Road, Parktown, and should be addressed as follows:

THE CHAIRPERSON
TRANSNET FREIGHT RAIL
ACQUISITION COUNCIL
TENDER BOX
INYANDA HOUSE 1
21 WELLINGTON ROAD
PARKTOWN

Respondent's Signature Date & Company Stamp0078-0969-0001-0234
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a) The measurements of the "tender slot" are 500mm wide x 100mm high, and Respondents must

please ensure that proposal documents or files are not targer than the above dimensions.

Responses which are too bulky [i.e. more than 100mm thick] must be split into two or more files

(referenced accordingly) and each file to be endorsed as required in paragraph 3 and 4 above.

b) It should also be noted that the above tender box is located at the ground level main entrance in

21 Wellington Road and is accessible to the public 24 hours per day, 7 days a week.

4.1 Despatch by courier

If despatched by courier, the file/s must be addressed as follows and delivered to the Office of The

Chairperson, TFRAC and a signature obtained from that Office.

THE CHAIRPERSON

TRANSNET FREIGHT RAIL

ACQUISITION COUNCIL

GROUND FLOOR

INYANDA HOUSE 1

2 1 WELLINGTON ROAD

PARKTOWN, JOHANNESBURG

4.2 Please note that this RFP closes punctually at 10:00am on Tuesday 16 October 2012.

4.3 If Proposals are not delivered as stipulated herein, such Proposals will not be considered and will be

treated as "NON-RESPONSIVE." Such Proposals will be disqualified.

4.4 No email or facsimile responses will be considered, unless otherwise stated herein.

4.5 Proposals to this RFP will be opened as soon as practicable after the expiry of the time advertised for

receiving them.

4.6 Transnet shall not, at the opening of Proposals, disclose to any other company any confidential details

pertaining to the Proposals / information received, i.e. pricing, delivery, etc. The names of the

Respondents will be divulged to other Respondents upon request.

4.7 File/s must not contain documents relating to any RFP other than that shown on the file/s. All file/s

must reflect the return address of the Respondent on the reverse side.

4.8 Should the Respondents want to include any additional conditions, such conditions must be embodied

in an accompanying letter. Subject only to clause 15 [Alterations made by the Respondent to Bid

Prices] of the General Bid Conditions, alterations, additions or deletions must not be made by the

Respondent to the actual RFP documents.

4.9 Proposals to this RFP must be submitted on a clearly labelled CD/s in PDF format as well. Specific

spread sheets to be used by TFR must also be available for editing purposes in Excel.

4.10 Proposals to this RFP must be submitted in clearly demarcated files (referenced accordingly) in terms of

the following:

1. Returnable Checklist

2. Local Content proposal

3. Supplier Development
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4. B-BBEE scorecard

5. Technical proposal

6. Financial proposal

7. Annexures

5. LOCAL CONTENT THRESHOLD

It is a prerequisite of the Preferential Procurement Policy Framework Regulations 2011 that all procurement

activities undertaken by Transnet which involve "designated sectors" [i.e. the purchase of textile, clothing,

leather and footwear, power pylons, rolling stock [locomotives and wagons], canned/processed vegetables

and/or buses [bus bodies]] shall be subject to the requirements of Regulation 9(1) thereof. Since this RFP

falls within these designated sectors, local content" is a pre-qualification for this acquisition of Electric

Locomotives. The stipulated minimum threshold for electric locomotives is 60%. Only locally produced or

locally manufactured electric locomotives with this stipulated minimum threshold for local production will be

considered.

Transnet reserves the right to evaluate bids in accordance with any instructions issued by National Treasury.

Transnet also reserves the right to approach the Minister of Finance for exemption from the Regulations or

instructions and to evaluate the bids in accordance with such exemption if granted.

Please note that apart from the stipulated minimum threshold of 60% for Electric Locomotives, the following

thresholds must also be met in respect of certain components or activities:

No

1

2

3

Component / Activity

Assembly of locomotives and EMU

Car body:

- Car body shell

- Door system

- Windows

- Seats (for coach interior)

- Lighting

- Grab pillars and rails

- Interior gladding

- Cable and wire

- Safety equipment

- Pipe works and ducts

Bogie:

- Bogie frame

% local content ( 3 - 5

years)

100%

100%

100%

% local content (6

years and above)

100%

100%

100%
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4

5

6

7

8

9

10

- Motor suspension unit

- Wheel sets and wheel components

- Axle and axle boxes

- Bearings

- Bolster

Coupling Equipment

- Coupler body

- Coupler hook

- Yoke

- Pin

- Draft-gear

Suspension

- Shock absorbers and dampers

- Springs

Heat, Ventilation and Air

Conditioning

- Fabrication

- Power Coating

- Heat Exchangers

• Fans

- Compressors

- Refrigeration components

• Electrical components

- Fasteners

- Insulation and liners

Braking system

Alternators

Traction motors

Electric systems

100%

100%

60%

70%

90%

65%

80%

100%

100%

70%

80%

100%

80%

90%

Respondents must complete and return the Declaration Certificate for Local Production and

Content appended hereto as Annexure A, C, D & E Only the South African Bureau of Standards

(SABS) approved technical specification number SATS 1286:2011 must be used to calculate

local content (Annexure L).
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6. SUPPLIER DEVELOPMENT INITIATIVES

Historically in South Africa there has been a lack of investment in infrastructure, skills and capability

development and an inequality in the income distribution and wealth of a significant portion of the

population. There have been a number of Government initiatives developed to address these challenges. In

particular, the New Growth Path [NGP] developed in 2010 aligns and builds on previous policies to ensure

the achievement of Government's development objectives for South Africa.

Transnet fully endorses and supports Government's New Growth Path policy through its facilitation of

Supplier Development [SD] initiatives. The Respondent is required to submit a detailed and narrative

based Supplier Development initiative/ proposal. In the case of a JV the principal respondent is required to

submit a detailed and narrative based Supplier Development initiative/ proposal. [Refer to Section 17

(Supplier Development Initiatives) and Annexure B (Guidelines for a Supplier Development Bid Document)]

7. BROAD-BASED BLACK ECONOMIC EMPOWERMENT AND SOCIO-ECONOMIC OBLIGATIONS

Transnet fully endorses and supports the Government's Broad-Based Black Economic Empowerment

Programme and it is strongly of the opinion that all South African business enterprises have an equal

obligation to redress the imbalances of the past.

Transnet would therefore prefer to do business with local business enterprises who share these same values

and who are prepared to contribute to meaningful B-BBEE initiatives [including, but not limited to

subcontracting and Joint Ventures] as part of their tendered responses. Transnet will accordingly allow

"preference" points to companies who provide a VALID B-BBEE Verification Certificate. All procurement

transactions will be evaluated accordingly.

Consequently, when Transnet invites prospective suppliers to submit Proposals for its various expenditure

programmes, it requires Respondents [Large Enterprises and QSE's - see below] to have themselves

accredited in compliance with the Government Gazette No 34612, Notice No. 754 dated 23 September 2011.

As from 1 October 2011 valid B-BBEE Verification Certificates must be issued by:

a) Verification Agencies accredited by the South African National Accreditation System [SANAS]; or

b) Registered auditors approved by the Independent Regulatory Board of Auditors [IRBA], in

accordance with the approval granted by the Department of Trade and Industry.

A VALID Verification Certificate issued must reflect the weighted points attained by the measured entity for

each element of the scorecard as well as the overall B-BBEE rating.

A certificate will be regarded as valid and scored if accredited in accordance with the above.

7.1 Joint Ventures and Subcontractors

Joint Ventures - Incorporated JV/ Consortium/s

As part of the incorporated JV/ Consortium's tendered responses, the Incorporated JV/ Consortium/s

must submit a VALID B-BBEE certificate in their registered name.

Joint Ventures - Un-incorporated JV/ Consortium
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Unincorporated joint ventures must obtain a consolidated B-BBEE scorecard as if they were a group

structure, provided that such a consolidated B-BBEE scorecard is prepared for this venture.

In addition to the above, Respondents who wish to enter into a Joint Venture with, or subcontract

portions of the contract to B-BBEE entities, must state in their RFPs, the percentage of the total

contract value that will be allocated to such B-BBEE entities, should they be successful in being

awarded any business. A rating certificate in respect of such B-BBEE JV-partners and/or

subcontractor(s), as well as a breakdown of the distribution of the aforementioned percentage must

also be furnished with the RFP response.

Guidance regarding B-BBEE Rating

In terms of the Codes of Good Practice, Enterprises are rated by Verification Agencies or registered

auditors based on the following:

a) Large Enterprises [i.e. annual turnover greater than R35 million]:

• Rating level based on all seven elements of the B-BBEE scorecard

b) Qualifying Small Enterprises - QSE [i.e. annual turnover between R5 million and R35 million]:

• Rating based on any four of the elements of the B-BBEE scorecard

c) Exempted Micro Enterprises - EME [i.e. annual turnover less than R5 million]:

• Automatic rating of Level 4 B-BBEE irrespective of race or ownership

• Black ownership greater than 50% or Black Women ownership greater than 50%

automatically qualify as Level 3 B-BBEE

Sufficient evidence to qualify as an EME will be the submission of a certificate from an IRBA

accredited auditor, accounting officer or SANAS accredited verification agency. The certificate must

confirm the entity's turnover, black ownership, black women ownership and B-BBEE status level.

Respondents will be required to furnish proof of the above to Transnet. [i.e. a VALID B-BBEE

Certificate and a detailed scorecard as stipulated above in respect of Large Enterprises and QSEs, or

proof of turnover in respect of EMEs].

NB: Respondents who are not in possession of a Valid B-BBEE certificate at the

closing date will be afforded a further opportunity to provide such Valid

Certificate at Transnet's discretion.

Turnover: Kindly indicate your entity's annual turnover for the past year:

R

7.2 B-BBEE Registration

In addition to the accreditation certificate, Transnet recommends that Respondents register their

B-BBEE compliance and supporting documentation on the Department of Trade and Industry's [DTI]
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National B-BBEE IT Portal and Opportunities Network and provide Transnet with proof of registration in

the form of an official B-BBEE Profile issued by the DTI.

Transnet would wish to use the DTI B-BBEE IT Portal as a data source for tracking B-BBEE compliance.

For instructions to register and obtain a DTI B-BBEE Profile go to http://bee. thedtl gov. 73

8. COMMUNICATION

Respondents are advised that should any attempt be made by a Respondent either directly or indirectly to

canvass any officer or employee of Transnet in respect of this RFP between the closing date and the date of

the award of the business the Proposal/Respondent will be disqualified from any further participation in the

tender process.

9.1 For specific queries relating to this RFP, a Bid Clarification Request Form should be submitted before

12:00pm on the 14th September 2012 to Lindiwe.Mdletshe@transnet.net, substantially in the form set

out in Section 12 hereto. In the interest of fairness and transparency Transnet's response to such a

query will be made available to other Respondents who have collected RFP documents. For this

purpose all Respondents need to indicate by email their intention to respond to this RFP by informing

Transnet of their contact details as soon as possible but not later than 16 August 2012 to

Lindiwe.mdletshe@transnet.net.

9.2 After the closing date of the RFP, Respondents may communicate with the Secretary of the TFRAC, at

facsimile number Oil 774 9760 or by email to Prudence.Nkabinde@transnet.net on any matter

relating to the RFP Proposal. For confirmation of transmission the Respondent may call the secretariat

on this telephone number: 011 584 9486.

9.3 Respondents found to be in collusion with one another will be automatically disqualified and

blacklisted from doing business with Transnet in the future.

9. INSTRUCTIONS FOR COMPLETING THE RFP

10.1 Sign all sets of documents [sign, stamp and date the bottom of each page]. These set will serve as

legal and binding copies. Triplicate sets of documents are required. These second sets can be a

copy of the original signed Proposal.

10.2 All sets of documents to be submitted to the address specified in paragraph 4 above.

10.3 A CD copy of the RFP Proposal (PDF version) must be submitted. Specific spread sheets to be used

by TFR must also be available for editing purposes in Word / Excel (Annexures A, F, G & K).

All mandatory returnable documents listed in the Proposal Form [Section 4] must be returned with

your Proposal.

10. COMPLIANCE

The successful Respondent [hereinafter referred to as the Supplier] shall be in full and complete compliance

with any and all applicable laws and regulations of Republic of South Africa.
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1 1 . ADDITIONAL NOTES

12.1 All returnable documents as indicated in the Proposal Form [Section 4] must be returned with the

proposal. Failure to provide us with all mandatory returnable documents by the closing date will

result in disqualification.

12.2 Changes by the Respondent to its submission will not be considered after the closing date.

12.3 The person or persons signing the Proposal must be legally authorised by the Respondent to do so

[Refer Section 6 - Signing Power, Resolution of the Board of Directors]. A list of those person(s)

authorised to negotiate on your behalf [if not the authorised signatories] must also be submitted

along with the Proposal together with their contact details.

12.4 Transnet does not engage with non-value adding agents or representatives solely for the purpose of

increasing B-BBEE spend (fronting).

12.5 Transnet may wish to visit selected Respondents place of manufacture during this RFP process.

12.6 Transnet reserves the right to undertake post-tender negotiations [PTN] with any number of short-

listed Respondents..

12.7 Unless otherwise expressly stated, all Proposals furnished pursuant to this RFP shall be deemed to

be offers. Any exceptions to this statement must be clearly and specifically indicated. Transnet

reserves the right to reject any or all offers.

FAILURE TO OBSERVE ANY OF THE AFOREMENTIONED REQUIREMENTS

MAY RESULT IN A PROPOSAL BEING REJECTED

12. DISCLAIMERS

Respondents are hereby advised that Transnet is not committed to any course of action as a result of its

issuance of this RFP and/or its receipt of a Proposal in response to it. In particular, please note that Transnet

reserves the right to:

13.1 modify the RFP's Goods and request Respondents to re-bid on any changes;

13.2 reject any Proposal which does not conform to instructions and specifications which are detailed in

this Part or any subsequent parts of this RFP;

13.3 disqualify Proposals submitted after the stated submission deadline;

13.4 not necessarily accept the lowest priced Proposal;

13.5 reject all Proposals, if it so decides;

13.6 withdraw the RFP on good cause shown; including if PFMA or final Transnet Board approval is not

granted;

13.7 award a contract in connection with this Proposal at any time after the RFP's closing date;
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13.8 award a contract for only a portion of the proposed Goods which are reflected in the scope of this

RFP;

13.9 split the award of the contract between more than one Supplier;

13.10 make no award of a contract; or

13.11 exercise options during the acquisition programme, for example to suspend, postpone or terminate

the acquisition of locomotives. Transnet reserves the right to invoke such suspension, postponement

or termination and this will be indicated in the supply agreement.

In addition, Transnet reserves the right to exclude any Respondent from the bidding process who has been

found guilty of a serious breach of law during the preceding 5 [five] years, including but not limited to

breaches of the Competition Act 89 of 1998. Respondents are required to indicate in Section 11 [Breach of

iaiv/whether or not they have been found guilty of a serious breach of law during the past 5 [five] years.

This RFP contains the key, indicative commercial, technical and legal terms on which Transnet proposes to

purchase the Locomotives contemplated in this RFP. The decision by Transnet to award the RFP to a bidder

through its internal processes and governance structures and any commitment from Transnet is, in each

case, subject to and will only be completed upon the signing of a set of mutually satisfactory procurement

agreements between the parties (substantially in the form of the draft supply contract referred to in Section

9 of this RFP, which will be made available during the tender process). In the absence of such signed

agreements, Transnet will not be bound by an interim step in the process [including but not limited to a

decision by its approval body to appoint a bidder as the preferred bidder or to award such RFP to a specific

bidder, as the case may be].

Kindly note that Transnet will not reimburse any Respondent for any preparatory costs or other work

performed in connection with this Proposal, whether or not the Respondent is awarded a contract.

13. PUBLIC FINANCE MANAGEMENT ACT (PFMA)

In terms of section 54{2)(d) of the PFMA, Transnet must obtain Ministerial approval for the acquisition of a

significant asset before proceeding with the acquisition and as such this acquisition is subject to PFMA

approval. Furthermore this acquisition is subject to final approval being granted by the Transnet Board of

Directors.

14. LEGAL REVIEW

A Proposal submitted by a Respondent will be subjected to review and acceptance or rejection of its

proposed contractual terms and conditions by Transnet's Legal Counsel, prior to consideration for an award

of business.

Respondents are to complete this section:

NAME OF RESPONDENT

PHYSICAL ADDRESS
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Name.

Designation.

Telephone...

Cell Phone...

Facsimile

Email

Website

Respondent's contact person

Transnet urges its clients, suppliers and the general public

to report any fraud or corruption on the part of Transnet employees to

TIP-OFFS ANONYMOUS: + 27 800 003 056
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RFP FOR THE SUPPLY OF

599 NEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT
BUSINESS (GFB)

Section 2 : BACKGROUND, OVERVIEW AND SCOPE OF REQUIREMENTS

1. BACKGROUND

The South African railway network is operated by TFR which is an Operating Division of Transnet SOC Ltd, a

State Owned Company [SOC].

Estimates show that Transnet has a shortage of GFB type electric locomotives. In addition to this shortage,

Transnet intends to increase traffic through the main corridors within the next 7 [seven] years.

TFR wishes to significantly modernise and upgrade its current fleet of electric locomotives. These

locomotives, many of which have seen nearly 30 [thirty] years of service, cannot guarantee the degree of

reliability and availability needed to provide the level of customer service TFR is aspiring to deliver. Much of

this fleet is therefore in need of replacement.

In addition, recent investment in the railway infrastructure in South Africa and improvements in operating

efficiency has meant that the volume of freight traffic being carried by TFR has increased considerably and

this trend is likely to continue into the medium and longer term.

2. EXECUTIVE OVERVIEW

Transnet is seeking a Supplier(s) to provide solutions for its Operations Divisions. It also seeks to improve its

current processes for providing these Goods to its end user community throughout its locations.

The selected Supplier(s) will share in the mission and business objectives of Transnet. These mutual goals

will be achieved by meeting contract requirements and new challenges in an environment of teamwork, joint

participation, flexibility, innovation and open communications. In this spirit of collaboration, Transnet and its

Supplier(s) will study the current ways they do business to enhance current practices and support processes

and systems. Such a relationship will allow Transnet to reach higher levels of quality, service and

profitability.

Specifically, Transnet seeks to benefit from this Supplier(s) in the following ways:

2.1 Transnet must receive reduced cost of acquisition and improved service benefits resulting from the

Supplier's economies of scale and streamlined service processes.

2.2 Transnet must achieve appropriate availability that meets user needs while reducing costs for both

Transnet and the chosen Supplier(s).

2.3 Transnet must receive proactive improvements from the Supplier with respect to supply of Goods and

related processes.

2.4 Transnet's overall competitive advantage must be strengthened by the chosen Supplier's leading edge

technology and service delivery systems.
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2.5 Transnet's end users must be able to rely on the chosen Supplier's personnel for service enquiries,

recommendations and substitutions.

2.6 Transnet must reduce costs by streamlining its acquisition of goods, including managed service

processes on a Group basis.

2.7 Transnet is committed to adhere to the following processes and objectives:

2.7.1 To ensure the bidding process is fair and transparent

2.7.2 To identify suppliers with whom TFR can collaborate, to ensure value for money and

compliance with Transnet's support for the government's New Growth Plan [NGP], IPAP

II and related government objectives

2.7.3 Transnet is committed to obtaining significant socio-economic objectives in addition to

value for money and security of supply. In light of this TFR seeks to appoint a supplier

who can commit to delivering on the governments objectives (NGP & IPAPII), which

include;

•̂  Industrialisation

s Localisation

s The creation of jobs

^ The transfer of technical skills, IP and knowhow of the South African industry

s Increasing the capability and capacity of the South African rolling stock

industry

^ Reducing capital leakage

s Increase South Africa's exports

^ The integration of South African suppliers into the locomotive OEM's global

supply chains

2.7.4 To allow for the long term maintenance of the Locomotives, post warranty period, by

requiring the Supplier(s) to commit to transferring such related skills to Transnet and

South African companies.

3. SCOPE OF REQUIREMENTS

This RFP is issued for the acquisition of 599 [five hundred and ninety-nine] Electric Locomotives [the

Locomotives], to be delivered and fully operational according to the specification provided. TFR is therefore

requesting Respondents to provide their best solution to meet the aggressive delivery schedule required for the

Locomotives as set out in paragraph 3.1 below. Detailed specifications are attached as Annexure K.

In alignment with the requirements of the NGP to reduce the carbon intensity of the economy, Respondents

are required to provide a plan on how Transnet can contribute to reducing the effects of climate change

through these Locomotives. This plan should include improvements such as, but not limited to, increased

energy efficiency of the Locomotives, increased power regeneration abilities, the manner in which the

Respondents will develop the local supplier industry for greener technologies and the manner in which the

power grid can be optimised.

In addition to the above requirements, please provide the following information:
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Ref

1

2

3

4

5

6

7

8

Questionnaire

Do you participate in the Investor Carbon Disclosure Project
[CDP]?

If you participate in the CDP what are your current
scores/ratings?

Does your Locomotive design accommodate the use of
renewable energy supply?

Does your Locomotive have regeneration capability and the
required metering and measurement instruments to manage
energy consumption and quantify regeneration back to the
grid?

Does your Locomotive design allow for retrofitting of the
technology to enable use of renewable energy supply?

What would be the cost of such a retrofit?

Does your company have a documented process for the
decommissioning and recycling of a locomotive at the end of
its lifespan?

Which of the following methods does your company employ
to drive emission reduction in your locomotive products:

• Compliance to regulatory requirements/standards

• Dedicated budget for energy efficiency

• Dedicated budget for low carbon R&D

• Dedicated budget for other emission reduction
activities

• Other [specify]

Response: If yes, provide

details

3.1 7-Year GFB Locomotive Delivery Schedule

New GFB Electric Locomotive Plan

Delivery
Periods

Quantity of
Locomotive

2014/15

65

2015/16

130

2016/17

130

2017/18

130

2018/19

144

Total

599

Transnet requires flexibility in exercising options for the acquisition of the Locomotives. These options may

include suspending or postponing the delivery of the Locomotives until a later date or changing quantities.

Transnet however does not expect to pay a price premium should it exercise any of these options.
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Transnet reserves the right to terminate the Locomotive acquisition programme or any part thereof at any

stage during the seven year period should circumstances so dictate. Therefore, Transnet is not obliged to

acquire the full amount of 599 Locomotives. Bidders are therefore required to provide 'Break-pricing' for

each of the stages indicated below, should Transnet decide to terminate the acquisition process at any of

these stages.

DELIVERY SCHEDULE IN BATCHES

Delivery Periods 2014/15 2015/16 2016/17 2017/18 2018/19

Total number of

Locomotives in Batches

Pricing per Locomotive

65

65

65

130

195

65

130

130

325

65

130

130

130

455

65

130

130

130

144

599

Guiding Principles

The Respondents are to take the following guiding principles in consideration when compiling their

Proposals:

a) Proposals must be strictly in accordance with the technical specification provided.

b) Maximum standardisation is required of all sub-systems irrespective of the type of proposed

Locomotives. By implication, a common source of supply is preferred but shall be evaluated on a

cost to TFR basis.

c) A long term [life of the fleet] localised service commitment from the successful Respondent is

required-

i. during the warranty and defect liability period [DLP], except for consumables. During the

warranty and defect liability period [DLP] the supplier must ensure that critical spares

are available in the country and transported to site when required.

ii. for continuous technological upgrades to constantly reduce costs and increase

efficiencies. The design philosophy must thus cater for future technological changes;

iii. for the development of and continuous adjustments to the maintenance plans to

guarantee the performance requirements and thereby reduce costs; and

iv. for continuous specialised training (operating (Drivers) as wells as Technical personnel)

as required by Transnet.

3.2 Specifications

Annexure K attached herewith outlines TFR's desired outcomes required from the Locomotives and

standardised technical requirements. These specifications and the additional worksheets are designed to

assist the Respondents in choosing the best overall solution that will meet TFR's needs.
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All responses must be fully substantiated in the relevant Technical bid responses (Annexure K).

Alternative Proposals

TFR recognises that Respondents rmy fed able to deliver a better overall solution that meets TFR's

objectives without meeting all of the essential requirements. Failure to meet an essential requirement

therefore may not lead to a Proposal being deemed non-compliant and being rejected, provided that a

satisfactory alternative that meets all mandatory requirements and which provides a satisfactory

alternative to the essential requirements is provided. Respondents should note that a failure to meet an

essential requirement, without providing a satisfactory alternative, will attract a negative score in the

evaluation process. Conversely, exceeding an essential requirement will attract a positive score during

evaluation.

3.3 Instructions for Completion of Specification Schedule [Annexure H]

• Do not add extra columns and/or rows in the spreadsheet.

• Do not change the clause wording.

• If fully compliant please use the words "Full Compliance" under the compliance level column.

• If partially compliant please use the words "Partial Compliance" under the compliance level

column.

• If not compliant please use the words "Non-compliance" under the compliance level column.

• For all instances where the response is "Non-compliance", please provide comments.

• If there is a feature of the proposed solution that is not listed in the spread sheet, please

provide separate details and potential benefits to TFR of such feature being proposed.

4. GENERAL INFORMATION

4.1 The Supplier(s) shall be fully responsible to Transnet for the acts and omissions of persons directly or

indirectly employed by them.

4.2 The Supplier(s) must provide the information requested and comply with the requirements stated in

this RFP.

5. MANUFACTURERS

The Respondents must state hereunder the actual manufacturer(s) of the components tendered for:

5.1. LOCAL MANUFACTURER(S):

DESCRIPTION NAME ADDRESS [IN FULL]

5.2. FOREIGN MANUFACTURER(S):

DESCRIPTION NAME ADDRESS [IN FULL]
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6.

7.

Respondents should attach a separate annexure containing this information, should it be required.

INSPECTION DETAILS

The Respondents must state the actual name(s) and address/addresses of the suppliers of the Locomotive

components for inspection purposes on'y:

6.1. LOCAL MANUFACTURER(S):

DESCRIPTION OF
COMPONENT

NAME ADDRESS [IN FULL]

6.2. FOREIGN MANUFACTURER(S):

DESCRIPTION OF
COMPONENT

NAME ADDRESS [IN FULL]

IMPORTED CONTENT

The Respondents must state hereunder the value and percentage of the imported content as well as the

country of origin in respect of each Locomotive component to be imported:

DESCRIPTION. VALUE
%

COST
COUNTRY OF

ORIGIN
CURRENCY TARIFF

HEADING

Note: Where more than one country is applicable to one item, the Respondents must furnish this information

separately.

8. EXCHANGE AND REMITTANCE

The attention of the Respondents is directed to clause 16 [Exchange and Remittance] of the General Bid

Conditions appended hereto. The Respondent is also to note that the particulars of the exchange rate on

which the Respondent has based its tendered price(s), is/are to be stipulated hereunder.

8.1. ZAR [South African currency] being equal to [foreign currency]

8.2. ZAR [South African currency] being equal to [foreign currency]

8.3. ZAR [South African currency] being equal to [foreign currency]

8.4. ZAR [South African currency] being equal to [foreign currency]

8.5. ZAR [South African currency] being equal to [foreign currency]

8.6. % in relation to tendered price(s) to be remitted overseas by Transnet
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8.7. [Name of country to which payment is to be made]

8.8. Beneficiary details:

8.9. Name [Account holder]

Bank [Name and branch code]

Swift code

Country

8.10. [Applicable base date of Exchange Rate used]

Transnet prefers fixed prices and receiving prices in Rand

9. EXPORT CREDIT AGENCY SUPPORTED FINANCE

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 Export Credit

Agency. Under such circumstances the successful Respondent undertakes:

9.1. 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 services, which are eligible for ECA credit supported finance by an Export Credit Agency, is

generally required to provide for the purposes of obtaining ECA support;

9.2. 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 Export Credit Agency 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.

Transnet reserves the right to make use of any other source of funding.

10. NATIONAL RAILWAY SAFETY REGULATOR ACT

In compliance with the National Railway Safety Regulator Act, 16 of 2002, the successful Respondent [the

Supplier] shall ensure that the Goods to be supplied to Transnet, under the terms and conditions of a

contract between the parties, comply fully with the specifications as set forth in Section 15 [Specifications

and Drawings] and Annexure K [Specifications] of this RFP, and shall thereby adhere to railway safety

requirements and/or regulations [as applicable]. Permission for the engagement of a subcontractor by the

Supplier, as applicable, both initially and during the course of a contract, shall be subject to a review of the

capability of the proposed subcontractor to comply with the specified railway safety requirements and/or

regulations. The Supplier and/or its subcontractor shall grant Transnet access, during the term of the

contract, to review any safety-related activities, including the coordination of such activities across all parts

of the organisation of the supplier.

Accepted:

YES NO
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11. SERVICE LEVELS

11.1. An experienced national account representative(s) is required to work with Transnet's

sourcing/procurement department. [No sales representatives are needed for individual

department/locations]. Additionally, there shall be a minimal number of people, fully informed and

accountable for the contract.

11.2. Transnet will have quarterly reviews with the Supplier's account representative on an on-going basis.

11.3. Transnet reserves the right to request that any member of the Supplier's team involved on the

Transnet account be replaced if deemed not to be adding value for Transnet.

11.4. Transnet expects a minimum availability on the Locomotives of 95% and a maximum of 10 faults per

million kilometres for the locomotive fleet

11.5. The Supplier must provide a telephone number for customer service calls.

11.6. Failure of the Supplier to comply with stated service level requirements will give Transnet the right to

cancel the contract in whole, without penalty to Transnet, giving 60 [sixty] days' notice to the

Supplier.

11.7. Supplier development and Local Content reports to be submitted on a monthly basis, subject to

independent review.

Transnet reserves the right to conduct amongst others compliance audits with a view to monitor

compliance with all aspects of this tender and any subsequent agreement. In addition, the Department

of Trade and Industry (DTI) may also conduct compliance audits to ascertain the authenticity of

declarations made in terms of, amongst others, local content.

Acceptance of Service Levels:

YES NO

12. CONTINUOUS IMPROVEMENT INITIATIVES

12.1. Respondents shall indicate whether they would be committed, for the duration of any contract which

may be awarded through this RFP process, to participate with Transnet in its continuous improvement

initiatives to reduce the overall cost of transportation services and related logistics provided by

Transnet's Operating Divisions within South Africa, to the ultimate benefit of all end-users.

Accepted:

YES NO

If "yes", please specify details in paragraph 12.2 below.

12.2. Respondents must briefly describe their commitment to the continuous improvement initiatives and

give examples of specific areas and strategies where cost reduction initiatives can be introduced.

Specific areas and proposed potential savings percentages should be included. Additional information

can be appended to the Respondent's Proposal if there is insufficient space available.
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13. RISK

Respondents must elaborate on the control measures put in place by their entity, which would mitigate the

risk to Transnet pertaining to potential no n-perform a nee by a Supplier, in relation to:

13.1. Quality and specification of Goods delivered:

13.2. Continuity of supply (refer to supplier agreement):

13.3. Compliance with the Occupational Health and Safety Act, 85 of 1993:

13.4. Compliance with the National Railway Safety Regulator Act, 16 of 2002 [referparagraph 10

above]:

14. REFERENCES

Please indicate below the company names and contact details of existing customers whom Transnet may

contact to seek third party evaluations of your current service levels:

NAME OF COMPANY CONTACT PERSON TELEPHONE

15. EVALUATION METHODOLOGY AND CRITERIA

This section will be addressed in subsequent parts of the RFP issued at the next stage.
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RFP FOR THE SUPPLY OF

599 NEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT
BUSINESS(GFB)

Section 3: FINANCIAL OFFER & OTHER PERTINENT INFORMATION

1. FINANCIAL OFFER

1.1. Locomotives must be on a delivered price basis in accordance with INCOTERMS 2010, Delivered Duty Paid

to Nominated South African Destination (DDP) as per the draft Supply Agreement which will be made

available during the tender process. RFP's for supply on any other basis of delivery will be disqualified. The

delivery schedule provided by the Respondent must be inclusive of all non-working days or holidays, and of

periods occupied in commissioning and formal acceptance of the Locomotives.

Respondents should note that Transnet's preferred payment currency would be South African Rand.

However, where the supplier has approval from SARB to receive payments in foreign currency, it is

Transnefs policy not to pay VAT in foreign currency."

1.2. Transnet is anticipating a milestone payment structure as follows:

First batch: Advance Payment of ZAR 300m payable on accepted delivery schedule and the acceptable

APG being provided. Balance of payment will be made on successful acceptance testing, subject to

retentions.

Subsequent batches: payment will be made on successful acceptance testing, subject to retentions

The Respondent will be required to secure an Advanced Payment Guarantee (APG) and Parent Company

Guarantee before each remittance and delivery. The costs for the establishment of the APG and Parent

Company Guarantee will be for the account of the Supplier. All guarantees will be on demand. The issuer of

the Advance Payment Guarantee must have at least a long term credit rating of A- (Fitch or equivalent) and

the issuer should be pre-agreed with Transnet. Should the minimum credit rating of the Issuer of the APG

drop below the stipulated minimum requirement before expiry, the Supplier will have to replace the APG at

own cost with an issuer that meets the minimum rating criteria. Transnet will require that the successful

Respondent [the Supplier] posts an "on-demand" Performance Bond(s) [on terms satisfactory to Transnet

and for such amount as Transnet may agree] covering (i) the obligations of the Supplier in relation to the

agreed "in-service" availability and reliability targets of the Locomotives and (ii) the Supplier's obligations in

relation to its Supplier Development commitments [as provided in its SD Plan], and (iii) its green economy

commitments. Transnet may require the Supplier to provide one or more Performance Bonds in respect of

the above commitments.

1.3. Transnet requires that the Respondent provides an outline of performance guarantees [e.g. penalties] for

the following events:

(i) Pre-production delays

(ii) Post-production / shipment delays

(iii) Performance (Reliability / Availability)

(iv) Defect Liability

(v) Availability of Spares

(vi) Breach and Termination [100% cover]

(vii) Loss of Profit penalties for unreasonable lengthy delays
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1.4. The Respondent should note that where a portion of the contract or order value is to be remitted overseas,

TFR shall, if requested to do so by the Supplier, effect payment overseas direct to the principal or Supplier

of such percentage of the contract or order value as may be stipulated by the Respondent in its RFP

Documents. Transnet requires that the Respondent provide the following:

(i) The manner in which the Respondent will address the risk of future movements in exchange rates,

including a description of any exchange rate hedging strategy to provide a fixed range price to

Transnet.

(ii) All exchange rates included should be readily verifiable by TFR. The Respondent should identify the

source information used in determining each projected exchange rate [which must be publicly

available].

(iii) Respondents must separately disclose the cost of any hedges included in the price offered.

Transnet SOC Ltd would prefer an overall RAND based contract that includes the locally based

components/work as well as the imported content. The Supplier must show particulars of

amounts/currencies and exchange rates used in respect of the imported portion in calculating the

overall tender price in RAND. If contract is awarded to the Supplier, the Supplier must submit a foreign

exchange rate risk hedging quotation to Transnet SOC Ltd for acceptance before the contractor

considers entering into any exchange hedging contracts. Once the cost of hedging is accepted and

agreed by Transnet SOC Ltd, the cost of hedging shall be treated as a compensation event (Variation

Order) and shall be for Transnet's account.

Once agreement has been reached on the fixed Rand price in respect of the foreign content as

explained above, the Supplier has the sole responsibility for the implementation and management of

the foreign exchange hedging contracts for the purpose of providing protection against the currency

exposure assumed by the Supplier under this agreement to fluctuations in exchange rate movements.

Transnet SOC Ltd has no liability, financial and or otherwise, to the Supplier or any other person under

or in connection with the Hedging Contracts.

The Supplier has made its own independent appraisal of all risks arising under or in connection with the

Hedging Contracts and has not relied on any information provided to it by Transnet SOC Ltd to hedge

the exchange rate risk exposure.

Only if no agreement can be reached on the cost of hedging with the Supplier, Transnet SOC Ltd

will consider entering into a multi-currency agreement.

1.5. In developing an optimal value for money solution, TFR will entertain a financing solution proposal from the

Respondent. The Respondent may provide a description of any alternate finance solution noting the

potential value for money benefits.

1.6. TFR develops and uses simulators at its School of Rail and at other geographical locations in South Africa.

a. These simulators will be designed to be exact replicas of the Locomotive cabins in the Locomotives that will

be supplied by the successful Bidder. TFR appoints external companies to develop the various components

that make up the simulator, such as the hardware and the software components. In order to do this, the

external companies require information about every aspect of the locomotive being supplied, including but

not limited to technical information, drawings, and characteristics of the locomotives in different operating
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b.

conditions. This is in order to develop a simulator that simulates the locomotive supplied as far as is

technologically possible and physically capable of being simulated.

It shall be a legally binding obligation of the successful Bidder to co-operate with and assist the simulator

development companies appointed by TFR to develop the simulators by providing the necessary

documentary information relating to the Locomotive to them, its professional expert's time to advise on the

various stages of development and whether the simulations developed are suited to the Locomotives being

supplied, and any other assistance that may be required to develop the simulator. This shall be at no extra

charge to TFR, except where travelling and subsistence are required. TFR shall bear the costs of these in

terms of its prevailing internal policies and rates allowed for such travelling and subsistence. The

successful Bidder shall provide all intellectual property that it has provided to- TFR, to the simulator

developers for the purposes of developing the required simulator.

The costs of acquiring the software required for train driver training simulators must be quoted for

separately or as a value add (at no charge to TFR).

1.7. Transnet requires flexibility in exercising options for the acquisition of the Locomotives. These options

may include suspending or postponing the delivery of the Locomotives until a later date or changing

quantities. Transnet however does not expect to pay a price premium should it exercise any of these

options.

1.8. Transnet reserves the right to terminate the Locomotive acquisition programme at any stage or any part

thereof during the seven year period should circumstances so dictate. Therefore, Transnet is not

obliged to acquire the full amount of 599 Locomotives. Bidders are therefore required to provide 'Break-

pricing' for each of the stages indicated below, should Transnet decide to terminate the acquisition

process at any of these stages.

DELIVERY SCHEDULE I N BATCHES

Delivery Periods 2014/15 2015/16 2016/17 2017/18 2018/19

Total number of

Locomotive In Batches

Pricing per Locomotive

65

65

65

130

195

65

130

130

325

65

130

130

130

455

65

130

130

130

144

599

2. GENERAL

TFR a division of Transnet SOC Ltd must procure locomotives to meet its obligations with regards to increased

demand for rail traffic services.

This section gives an overview of the financial requirements in order to enable TFR to perform a rigorous financial

assessment of the various Respondents' capabilities. Respondents are required to provide all the information set
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out in Sections A, B, C and D below. Should any information not be provided, it will lead to the Respondent's

disqualification.

2.1 Instructions to the Respondents

• Complete the following document [Section A, B and C] to the best of your ability

• Cross reference all pertinent attachments

• Have the documents certified as true and accurate by your auditors

• Return with the bid documents

2.2 Financing and Level of Commitment

(i) Respondents should be aware that due to the administrative and cost burden of advance payment

guarantees [APGs], TFR would prefer a payment schedule that is aligned to clause 1.2 above. Thus

Respondents should provide for receipt of payment only on acceptance, with concomitant retentions

in favour of TFR, including performance bonds and warranty provisions.

(ii) Should a separate entity, a Special Purpose Vehicle [SPV], be formed to execute the project, then

such duties and obligations which would normally be incurred by the parent companies will become

the onus of the SPV. In view of this it is imperative that the SPV's financial strength and viability be

demonstrated through a rigorous completion of the information in the tables below as would be done

for the parent companies.

2.3 Procurement price risk

Respondents will be required to price in line with the following options:

• Fixed pricing

• Escalation based pricing.

• Indexation formulas used in pricing calculations

Note that TFR prefers a fixed price contract

SECTION 3-A: General

The following information is required to be supplied by all Respondents. Where the response is too large for the space

provided, the table can be allowed to flow over to the next page or referenced attachments can be provided.

Genera! Information:

1.1

1.2

1.3

1.4

1.5

1.6

1.7

Contractors Name

Registration Number

Physical Address

Postal Address

Telephone Number(s)

Telefax Number

E-mail Address
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1.8

1.9

1.10

1.11

1.12

1.13

1.14

1.15

Web Page

Years in Business

Shareholders Details

Company Structure [e.g. Holding Co. with subsidiaries

etc.]

Organogram

CV's of Key Staff

Business & Marketing Strategy

Vat Number

FaciNties/Equipment/Software-indicate Owned or Leased:

2.1

2.2

2.3

2.4

2.5

2.6

Offices

Premises

Landlord

Computer Equipment

Standard Software

Customised Software

Financial:

3.1

3.2

3.3

3.4

3.5

3.6

3.7

3.8

3.9

3.10

3.11

3.12

3.13

3.14

3.15

Bank

Address

Contact Person

Permission for Bank Reference

Aggregate Turnover last Three Years

Annual Reports Available for Review

Auditors

Factor Accounts

Debtors Book

Bank Overdraft

Present Borrowings

Assets

Liabilities

Contingent Liabilities

Legal Disputes
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3.16

3.17

Insurance

Professional Indemnity
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SECTION 3-B: Measures

Respondents are required to complete the following table with the information requested. All information is

compulsory and any information not provided will result in the Respondent being excluded from the process. The

necessary supporting documentation must be cross referenced to the second column below

(a) Pertinent Financial Information:

1. All Respondents must provide all audited financial statements for the last three years
and for any quarters subsequent to that, to enable TFR to run typical financial ratios
and analyses

2. Total revenue generated by Transnet business for each of the last three years

3. List names and revenue generated by your top 5 customers for each of the last three
years

4. A copy of your latest rating report

(b) Insurance:

Respondents should ensure transparency. Respondents are required to provide detailed insurance premium
calculations and full details of associated project insurance related costs [e.g. insurance "risk contingencies"].

Respondents must include in their Proposal -

1. A mark-up of the insurance arrangements in the SLA clearly identifying where:

a. there will be full compliance with TFR's insurance requirements

b. the Bidder proposes alternative solutions to satisfy TFR's requirements

c. there are points of clarification required

2. Completed Insurance Cost and Technical Proforma.

3. A letter from the Bidder's Insurance adviser stating that the insurance arrangements are
achievable on the terms and prices included in the Respondents Proposal.

During post tender negotiations these rates will be compared to rates available to TFR and the Respondent will be
requested to utilise the TFR facility should the rates prove to be more advantageous.

(c) Taxation

Respondents must include in their Proposal -

Respondent's Signature Date & Company Stamp0078-0969-0001-0259
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1. Advice from a specialist taxation advisor regarding the taxation implications of the proposal
supported by adequate opinions and relevant precedents; especially with regards to VAT
and tax consequences of the proposed funding structure. The amendment was made in
order to eliminate the duplication in respect of the definition of Value-Added Tax, as it is
defined in page 4 under the list of acronyms.

2. Strategy for obtaining the tax rulings required under the Import/Export Agreements if any;

3. Strategy for minimising the customs duty burden associated with the importation of
components, parts or locomotives. TFR will not be responsible for the payment of any
duties incurred by the preferred bidder, as the onus is on the preferred bidder, in respect
of goods that qualify for rebate of Customs duty and/or are subject to 0% duty." The
amendment is made in order to correct the previous statement which provides that
Transnet will not be liable for payment of any duty in respect of the importation of the
locomotives (complete locomotives are imported duty free), since no complete locomotives
will be imported due to the localisation. As a result, duty will be payable by the supplier in
respect of the importation of components and parts, however the supplier is required to
utilise the rebate provision 317.12 and for those items not falling under the rebate i.e.
items attracting duties, the duty will already be included in the price (DDP)

4. Setting up a bonded warehouse for spares and a rebate store for the manufacturing of
locomotives". The amendment is made in order to highlight that a rebate store for the
manufacturing of locomotives is also required in order to minimise customs duty liability.
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SECTION 3-C: Cash Flow Prediction and Retentions Offered

(i) The anticipated cash flow based on proposed contract price, delivery and final acceptance date to be
given below.

<»['jTi'i"'
i ^

The cash flow prediction shall in no way affect the terms of payment as stated elsewhere in this RFP

document.

(ii) Retention Amounts Offered,
from

_%, for period months

Respondent's Signature Date & Company Stamp0078-0969-0001-0261
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SECTION 3-D: Financial Projections

Financial model inputs & outputs

As a minimum the financial models must include:

fi) Investment data:

1. A monthly locomotive delivery and acceptance schedule [please use the spread
sheet provided, Annexure F]

2. Analysis of bid costs [including professional fees] [please use the spread sheet
provided, Annexure F]

3. Capital and operating cost assumptions [please use the spread sheet provided,
Annexure F]

4. All and any assumptions [please use the spread sheet provided, Annexure F]

5. Non time based assumptions including financing costs, working capital, tax and
accounting assumptions [please use the spread sheet provided, Annexure F]

6. The following nominal cash flows must be included [please use the spread
sheet provided, Annexure F]:

a. Capital acquisition cost(separated into:

• Base price ["off the shelf"]

• Optional prices(to cater for functionalities not offered as part of
base product)

b. Maintenance cost [broken into constituent costs per intervention, e.g.
labour, parts] based upon 14 million GTK's per month

c. Engineering support cost

d. Special tooling requirements

e. Capital spares

f. Consumables

g. Energy costs (based upon 14 million GTK's per month and an
electricity costs of 60 cents per kilowatt hour); and

h. Any other relevant cost

7. Fuel efficiency rates to be provided based on 14 million GTK's per month.
Sensitivity to be provided based on varying work rate [notches 1-10
whichever applicable] and tonnages hauled. [Please use the spreadsheet
provided, Annexure F]

8. Escalation formula used, where applicable to the operating costs (deviations
from the requested South Africa Consumer Price Index (CPI) June 2012 5.5%
+ 2%, and the reason therefore must be fully explained)

Respondent's Signature Date & Company Stamp0078-0969-0001-0262
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RFP FOR THE SUPPLY OF

599 NEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT
BUSINESS (GFB)

Section 4 : PROPOSAL FORM

I/We.

[name of entity, company, close corporation or partnership]

of [full address]

carrying on business under style or title of [trading as].

represented by

in my capacity as

being duly authorised thereto by a Resolution of the Board of Directors or Members or Certificate of Partners, as the

case may be, dated a certified copy of which is annexed hereto, hereby offer

to supply the above-mentioned Goods at the prices quoted in the schedule of prices in accordance with the terms

set forth in the accompanying letter(s) reference and dated

[if any]and the documents listed in the accompanying schedule of RFP documents.

I/We agree to be bound by those conditions in Transnet's:

(i) Draft Supply Agreement

(ii) General Bid Conditions - Goods; and

(iii) any other standard or special conditions mentioned and/or embodied in this Request for Proposal.

I/We accept that unless Transnet should otherwise decide and so inform me/us in the letter of award, this Proposal

[and, if any, its covering letter and any subsequent exchange of correspondence], together with Transnet's

acceptance thereof shall constitute a binding contract between Transnet and me/us.

Should Transnet decide that a formal contract should be signed and so inform me/us in a letter of intent [the

Letter of Intent], this Proposal [and, if any, its covering letter and any subsequent exchange of correspondence]

together with Transnet's Letter of Intent, shall constitute a binding contract between Transnet and me/us until the

formal contract is signed.

I/We further agree that if, after I/we have been notified of the acceptance of my/our Proposal, I/we fail to enter

into a formal contract if called upon to do so, Transnet may, without prejudice to any other legal remedy which it

may have, recover from me/us any expense to which it may have been put in calling for Proposals afresh and/or

having to accept any less favourable Proposal.

I/We accept that any contract resulting from this offer will be for a period of 7 [seven] years only; and agree to a

penalty clause to be negotiated with Transnet, which will allow Transnet to invoke a penalty [details to be

negotiated] against us should the delivery of the Goods be delayed due to non-performance by ourselves.

The law of the Republic of South Africa shall govern any contract created by the acceptance of this RFP. The

domictlium citandi et executandi shall be a place in the Republic of South Africa to be specified by the Respondent
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hereunder, at which all legal documents may be served on the Respondent who shall agree to submit to the

jurisdiction of the courts of the Republic of South Africa. Foreign Respondents shall, therefore, state hereunder the

name of their authorised representative in the Republic of South Africa who has the power of attorney to sign any

contract which may have to be entered into in the event of their Proposal being accepted and to act on their behalf

in all matters relating to such contract.

Respondent to indicate the details of its domidlium citandi et executandi hereunder:

Name of Entity:

Facsimile:

Address:

NOTIFICATION OF AWARD OF RFP

As soon as possible after approval to award the contract(s), the successful Respondent [the Supplier] will be

informed of the acceptance of its Proposal. Unsuccessful Respondents will be advised in writing of the name of the

successful Supplier and the reason as to why their Proposals have been unsuccessful, for example, in the category

of price, delivery period, quality, B-BBEE status or for any other reason.

BID VALIDITY PERIOD

Transnet requires bid validity until 29 April 2013 against this RFP.

NAME(S) AND ADDRESS / ADDRESSES OF DIRECTOR(S) OR MEMBER(S)

The Respondent must disclose hereunder the full name(s) and address(s) of the director(s) or members of the

company or close corporation [C.C.] on whose behalf the RFP is submitted.

Registration number of company / C.C.

Registered name of company / C.C.

Full name(s) of director/memberfs) Address/Ad dresses ID Number(s)

CONFIDENTIALITY

All information related to a subsequent contract, both during and after completion, is to be treated with strict

confidence. Should the need however arise to divulge any information gleaned from provision of the Goods, which is

either directly or indirectly related to Transnet's business, written approval to divulge such information must be

obtained from Transnet.

DISCLOSURE OF PRICES TENDERED

Respondents must indicate here whether Transnet may disclose their tendered prices and conditions to other

Respondents:
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YES NO

RETURNABLE DOCUMENTS AND SCHEDULES

Mandatory returnable documents and schedules:

Respondents are required to submit the following returnable documents and schedules with their responses. All

Sections, as indicated in the footer of each page, must be signed, stamped and dated by the Respondent:

RETURNABLE DOCUMENTS & SCHEDULES

SECTION 1 : Notice to Bidders

ANNEXURE C: Local Content Declaration: Summary Schedule

ANNEXURE D: Imported Content Declaration: Supporting Schedule

to Annexure C

ANNEXURE E: Local Content Declaration: Supporting Schedule to

Annexure C

SECTION 2 : Background, Overview and Scope of Requirements

ANNEXURE K : Locomotive Specifications

SECTION 3 : Financial Offer & Other Pertinent Information

ANNEXURE F : Financial Total Cost of Ownership (TCO) Model

SECTION 4 : Proposal Form

SECTION 6 : Signing Power - Resolution of Board of Directors

SECTION 7 : Certificate of Acquaintance with RFP Documents

SECTION 8 : General Bid Conditions - Goods

ANNEXURE J - Genera! Bid Conditions Goods

SECTION 9 : Certificate of Acquaintance with Draft Supply Agreement

SECTION 10 : RFP Declaration Form

SECTION 11 : Breach of Law

SECTION 13 : Supplier Code of Conduct

SECTION 14 : Certificate of attendance of Site Meeting / RFP Briefing

SECTION 15: Certificate of Acquaintance with Specifications and Drawings

SECTION 16 : Non-Disclosure Agreement

ANNEXURE H : Non-Disclosure Agreement

ANNEXURE B : Supplier Development Value Summary

SUBMITTED

(Yes/No)
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Failure to provide all the above-referenced mandatory returnable documents by the closing date will

result in a Respondent's disqualification. Bidders are therefore urged to ensure that all these

documents are returned with their Proposals.

Essential returnable documents and schedules

Respondents are required to submit the following returnable documents and schedules with their responses. All

Sections, as indicated in the footer of each page, must be signed, stamped and dated by the Respondent:

RETURNABLE DOCUMENTS & SCHEDULES

SECTION 5 : Vendor Application Form

- Original cancelled cheque or bank verification of banking details

- Certified copies of IDs of shareholder/directors/members [as applicable]

- Certified copy of Certificate of Incorporation [CM29/CM9 name change]

- Certified copy of share certificates [CK1/CK2 if CC]

- Entity's letterhead

- Original VALID Tax Clearance Certificate

- Certified copy of VALID VAT Registration Certificate [SA companies only]

- Certified copy of VALID Company Registration Certificate

- VALID B-BBEE Verification Certificate [Large Enterprises and QSEs]

- VALID B-BBEE Certificate from Auditor, Accounting Officer or SANAS accredited

verification agency [EMEs]

- Audited Financial Statements for previous 3 years

SUBMITTED

(Yes/No)

Failure to provide all the above-referenced essential returnable documents may result in a

Respondent's disqualification. Bidders are therefore urged to ensure that all these documents are

returned with their Proposals. Transnet in its sole discretion may afford Bidders a further opportunity

to submit these essential returnable documents.

CONTINUED VALIDITY OF RETURNABLE DOCUMENTS

The successful Respondent will be required to ensure the validity of all returnable documents, including but not

limited to its Tax Clearance Certificate and valid B-BBEE Verification Certificate, for the duration of any contract

emanating from this RFP. Should the Respondent be awarded the contract [the Agreement] and fail to present

Transnet with such renewals as and when they become due, Transnet shall be entitled, in addition to any other

rights and remedies that it may have in terms of the eventual Agreement, to terminate the Agreement forthwith

without any liability and without prejudice to any claims which Transnet may have for damages against the

Respondent.
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By signing the RFP documents, the Respondent is deemed to acknowledge that he/she has

made himself/herself thoroughly familiar with all the conditions governing this RFP, including

those contained in any printed form stated to form part hereof and Transnet SOC Ltd will

recognise no claim for relief based on an allegation that the Respondent overlooked any such

condition or failed properly to take it into account for the purpose of calculating tendered prices

or otherwise.

SIGNED at on this day of 2012

SIGNATURE OF WITNESSES ADDRESS OF WITNESSES

Name

Name

SIGNATURE OF RESPONDENT'S AUTHORISED REPRESENTATIVE:

NAME:

DESIGNATION:
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RFP FOR THE SUPPLY OF

599 NEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT
BUSINESS (GFB)

Section 5 : VENDOR APPLICATION FORM

Respondents are to furnish the following documentation and complete the Vendor Application Form below:

1. Original cancelled cheque OR letter from the Respondent's bank verifying banking details [wi th bank

stamp]

2. Certified copy of Identity Document(s) of Shareholders/Directors/Members [where applicable]

3. Certified copy of Certificate of Incorporation, CM29 / CM9 [name change]

4. Certified copy of Share Certificates [CK1/CK2 if CC]

5. A letter on the entity's letterhead confirm physical and postal addresses

6. Original valid SARS Tax Clearance Certificate and certif ied copy of VAT Registration Certificate [SA

companies only]

7. A signed letter from your auditor or accountant confirming most recent annual turnover figures

Note: No contract shall be awarded to any Respondent whose tax matters have not been declared

by SARS to be in order.

Entity's trading name

Entity's registered name

Entity's Registration Number or ID Number if a Sole Proprietor

Form of entity [V] CC Trust Pty Ltd Limited Partnership Sole Proprietor

How many years has your entity
been in business?

VAT number [if registered]

Entity's telephone number

Entity's fax number

Entity's email address

Entity's website address

Bank name Branch & Branch code

Account holder Bank account number

Postal address
Code

Respondent's Signature Date & Company Stamp
0078-0969-0001-0268

TRANSNET-REF-BUNDLE-04574



RFP No. TFRAC-HO-8603 Page 4 1 of 59
265

physical address

Contact person

Designation

Telephone

Email

Annual turnover

Does vou

range [last financial year]

Does your entity provide

Area of delivery

Is your entity a public

< R5 m

Products

National

or private entity

ir entity have a Tax Directive or IRP30 Certificate

R5 - 35 m

Services

Provincial

Public

Yes

Code

> R35m

Both

Local

Private

No

Main product or services [e.g. Stationery/Consulting]

Complete B-BBEE Ownership Details:

% Black
ownership

% Black women
ownership % Disabled Black ownership

NoDoes your entity have a B-BBEE certificate Yes

What is your B-BBEE status [Level 1 to 9 / Unknown]

How many personnel does the entity employ Permanent Part time

If you are an existing Vendor with Transnet please complete the following:

Transnet contact person

Contact number

Transnet Operating Division

Duly authorised to sign for and on behalf of Entity / Organisation:

Name

Signature

Designation

Date

Respondent's Signature Date & Company Stamp
0078-0969-0001-0269

TRANSNET-REF-BUNDLE-04575



RFP no. TFRAC-HO-S608 Paqe 42 of 59

RFP FOR THE SUPPLY OF

599 NEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT
BUSINESS (GFB)

Section 6 : SIGNING POWER- RESOLUTION OF BOARD OF DIRECTORS

NAME OF ENTITY:

It was resolved at a meeting of the Board of Directors held on that

FULL NAME(S) CAPACITY SIGNATURE

in his/her capacity as indicated above is/are hereby authorised to enter into, sign, execute and complete any

documents relating to Proposals and/or Agreements for the supply of Goods.

FULL NAME

SIGNATURE CHAIRMAN

FULL NAME

SIGNATURE SECRETARY

Respondent's Signature Date & Company .Stamp
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RFP FOR THE SUPPLY OF

599 NEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT
BUSINESS(GFB)

Section 7 : CERTIFICATE OF ACQUAINTANCE WITH RFP DOCUMENTS

NAME OF ENTITY:

I/We

do hereby certify that I/we acquainted myself/ourselves with all the documentation comprising this RFP and

all conditions contained therein, as laid down by Transnet SOC Ltd for the carrying out of the proposed

supply/service/works for which I/we submitted my/our response.

I/We furthermore agree that Transnet SOC Ltd shall recognise no claim from me/us for relief based on an

allegation that I/we overlooked any RFP/contract condition or failed to take it into account for the purpose of

calculating my/our offered prices or otherwise.

SIGNED at on this day of 2012

SIGNATURE OF WITNESS SIGNATURE OF RESPONDENT

Respondent's Signature Date & Company Stamp
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RFP FOR THE SUPPLY OF

599 NEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT
BUSINESS (GFB)

Section 8 : GENERAL BID CONDITIONS - GOODS

Refer General Bid Conditions appended hereto
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RFP FOR THE SUPPLY OF

599 NEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT
BUSINESS(GFB)

Section 9: CERTIFICATE OF ACQUAINTANCE WITH DRAFT SUPPLY AGREEMENT

NAME OF ENTITY:

I/We

do hereby certify that I/we acquainted myself/ourselves with all the documentation comprising the Draft

Supply Agreement as received on [insert date] from Transnet SOC Ltd for the carrying out of the proposed

supply for which I/we submitted my/our response.

I/We furthermore agree that Transnet SOC Ltd shall recognise no claim from me/us for relief based on an

allegation that I/we overlooked any Terms and Conditions of Contract or failed to take it into account for the

purpose of calculating my/our offered prices or otherwise.

I/We confirm having been advised that a signed copy of this Schedule can be submitted in lieu of the entire

Section 9 (Draft Supply Agreement) as confirmation in terms of the Returnable Schedule.

SIGNED at on this day of 2012

SIGNATURE OF WITNESS SIGNATURE OF RESPONDENT

The Draft Supply Agreement

process

is

in

Note:

not included but

subsequent parts

will be

of the

issued

RFP

during the tender
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RFP FOR THE SUPPLY OF

599 NEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT
BUSINESS(GFB)

Section 10 : RFP DECLARATION FORM

NAME OF ENTITY:

We do hereby certify that:

1. Transnet has supplied and we have received appropriate responses to any/all questions [as applicable] which

were submitted by ourselves for bid clarification purposes;

2. we have received all information we deemed necessary for the completion of this Request for Proposal

3. at no stage have we received additional information relating to the subject matter of this RFP from Transnet

sources, other than information formally received from the designated Transnet contact(s) as nominated in

the RFP documents;

4. we are satisfied, insofar as our entity is concerned, that the processes and procedures adopted by Transnet

in issuing this RFP and the requirements requested from bidders in responding to this RFP have been

conducted in a fair and transparent manner; and

5. furthermore, we declare that a family, business and/or social relationship exists / does not exist [delete as

applicable] between an owner / member / director / partner / shareholder of our entity and an employee or

board member of the Transnet Group.

If such a relationship exists, Respondent is to complete the following section:

FULL NAME OF OWNER/MEMBER/DIRECTOR/
PARTNER/SHAREHOLDER: ADDRESS:

Indicate nature of relationship with Transnet:

[Failure to furnish complete and accurate information in this regard may lead to the disqualification of a

response and may preclude a Respondent from doing future business with Transnet]
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6. We declare, to the extent that we are aware or become aware of any relationship between ourselves and

Transnet [other than any existing and appropriate business relationship with Transnet] which could unfairly

advantage our entity in the forthcoming adjudication process, we shall notify Transnet immediately in writing

of such circumstances.

7. We accept that any dispute pertaining to this bid will be resolved by an independent third-party appointed by

Transnet. This process must first be exhausted before judicial review of a decision is sought. [Refer

"Important Notice to Respondents"overleaf].

8. We further accept that Transnet reserves the right to reverse an award of business or decision based on the

recommendations of the third-party without having to follow a formal court process to have such award or

decision set aside.

SIGNED at on this day of. 2012

For and on behalf of

duly authorised hereto

Name:

Position:

Signature:

AS WITNESS:

Name:

Position:

Signature:

Date:

Place:
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IMPORTANT NOTICE TO RESPONDENTS

Transnet will refer any material complaint received from an unsuccessful bidder to an

independent third-party for review, whose decision will be final. Such independent third-party

may be a retired judge, senior counsel or other suitably qualified person.

A complaint from an unsuccessful bidder must be submitted to Transnet within 10 (ten) days

of receipt of a notice from Transnet, informing the bidder that his or her bid was unsuccessful.

The complaint must be sent to the Group Chief Financial Officer at the address below and

contain full details setting out the nature and grounds for the complaint.

Group Chief Financial Officer

Transnet SOC Ltd

150 Commissioner Street

Johannesburg

Carlton Centre, 44 th Floor

All Respondents should note that a complaint must be made in good faith. If a complaint is

made in bad faith, Transnet reserves the right to place such a bidder on its List of Excluded

Bidders.
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RFP FOR THE SUPPLY OF

599 NEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT
BUSINESS(GFB)

Section 1 1 : BREACH OF LAW

NAME OF ENTITY:

I/We_

do hereby certify that I/we have/have not been found guilty during the preceding 5 [five] years of a

serious breach of law, including but not limited to a breach of the Competition Act, 89 of 1998, by a court of

law, tribunal or other administrative body. The type of breach that the Respondent is required to disclose

excludes relatively minor offences or misdemeanours, e.g. traffic offences.

Where found guilty of such a serious breach, please disclose:

NATURE OF BREACH:

DATE OF BREACH:

Furthermore, I/we acknowledge that Transnet SOC Ltd reserves the right to exclude any Respondent from

the bidding process, should that person or entity have been found guilty of a serious breach of law, tribunal

or regulatory obligation.

SIGNED at on this day of 20.

SIGNATURE OF WITNESS SIGNATURE OF RESPONDENT

Respondent's Signature Date & Company Stamp
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RFP FOR THE SUPPLY OF

599 NEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT
BUSINESS (GFB)

Section 12 : BID CLARIFICATION REQUEST FORM

RFP No: TFRAC-HO8608

RFP deadline for questions / bid clarifications: Before 12:00 on Friday, 14 September 2012

TO: TFR

ATTENTION: Lindiwe Mdletshe, Commodity Manager, Supply Chain Services

EMAIL Lindiwe.Md!etshe@transnet.net

DATE:

FROM:

RFP Bid Clarification No [to be inserted by Transnet]

REQUEST FOR BID CLARIFICATION

Respondent's Signature Date & Company Stamp
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RFP FOR THE SUPPLY OF

599 NEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT
BUSINESS(GFB)

Section 13 : SUPPLIER CODE OF CONDUCT

Transnet aims to achieve the best value for money when buying or selling goods and obtaining services.

This however must be done in an open and fair manner that supports and drives a competitive economy.

Underpinning our process are several acts and policies that any supplier dealing with Transnet must

understand and support. These are:

• Transnet Supply Chain Management Policy;

• Section 217 of the Constitution - the five pillars of Public PSCM [Procurement and Supply Chain

Management]: fair, equitable, transparent, competitive and cost effective;

• The Public Finance Management Act [PFMA];

• The Broad Based Black Economic Empowerment Act [B-BBEE]; and

• The Prevention and Combating of Corrupt Activities Act.

This Code of Conduct has been included in this RFP to formally apprise prospective Transnet Suppliers of

Transnet's expectations regarding behaviour and conduct of its Suppliers.

Prohibit ion of Bribes, Kickbacks, Unlawful Payments, and Other Corrupt Practices

Transnet is in the process of transforming itself into a self-sustaining State Owned Company [SOC], actively

competing in the logistics industry. Our aim is to become a world class, profitable, logistics organisation. As

such, our transformation is focused on adopting a performance culture and to adopt behaviours that will

enable this transformation.

1. Transnet will not participate in corrupt practices and therefore expects its Suppliers to act in a

similar manner.

• Transnet and its employees will follow the laws of this country and keep accurate business

records that reflect actual transactions with and payments to our Suppliers.

• Employees must not accept or request money or anything of value, directly or indirectly, to:

illegally influence their judgement or conduct or to ensure the desired outcome of a

sourcing activity;

win or retain business or to influence any act or decision of any decision stakeholders

involved in sourcing decisions; or

gain an improper advantage.

• There may be times when a Supplier is confronted with fraudulent or corrupt behaviour of

Transnet employees. We expect our Suppliers to use our "Tip-offs Anonymous" Hot line to

report these acts [0800 003 056].

Respondent's Signature Date & Company Stamp
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2. Transnet is firmly committed to the ideals of free and competitive enterprise.

• Suppliers are expected to comply with all applicable laws and regulations including laws

pertaining to fair competition and bid rigging. Transnet does not engage with non-value

adding agents or representatives solely for the purpose of increasing B-BBEE spend

[fronting].

3. Transnet's relationship with Suppliers requires us to clearly define requirements, exchange

information and share mutual benefits.

• Generally, Suppliers have their own business standards and regulations. Although Transnet

cannot control the actions of our Suppliers, we will not tolerate any illegal activities. These

include, but are not limited to:

misrepresentation of their product [e.g. origin of manufacture, specifications,

intellectual property rights];

collusion;

failure to disclose accurate information required during the sourcing activity [e.g.

ownership, financial situation, B-BBEE status];

corrupt activities listed above; and

harassment, intimidation or other aggressive actions towards Transnet employees.

• Suppliers must be evaluated and approved before any materials, components, products or

services are purchased from them. Rigorous due diligence is conducted and the Supplier is

expected to participate in an honest and straight forward manner.

• Suppliers must record and report facts accurately, honestly and objectively. Financial

records must be accurate in all material respects.

Conflicts of Interest

A conflict of interest arises when personal interests or activities influence [or appear to influence] the ability

to act in the best interests of Transnet.

• Doing business with family members

• Having a financial interest in another company in our industry

276
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RFP FOR THE SUPPLY OF

599 NEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT
BUSINESS(GFB)

Section 14: CERTIFICATE OF ATTENDANCE OF BRIEFING SESSION

It is hereby certified that -

1.

2.

Representative(s) of [name of entity]

attended the briefing session in respect of the proposed Goods to be supplied in terms of this RFP on

2012

TRANSNET'S REPRESENTATIVE RESPONDENT'S REPRESENTATIVE

DATE DATE

Respondent's Signature Date & Company Stamp
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RFP FOR THE SUPPLY OF

599 NEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT
BUSINESS(GFB)

Section 15: CERTIFICATE OF ACQUAINTANCE WITH SPECIFICATIONS AND DRAWINGS

NAME OF ENTITY:

I/We

do hereby certify that I/we acquainted myself/ourselves with all the documentation comprising this

Specifications and Drawings for the carrying out of the proposed supply for which I/we submitted my/our

response.

I/We furthermore agree that Transnet SOC Ltd shall recognise no claim from me/us for relief based on an

allegation that I/we overlooked any provisions of the Specifications and Drawings or failed to take it into

account for the purpose of calculating my/our offered prices or otherwise.

I/We confirm having been advised that a signed copy of this Schedule can be submitted in lieu of Section 15

(Specifications and Drawings) as confirmation in terms of the Returnable Schedule.

SIGNED at on this day of 2012

SIGNATURE OF WITNESS SIGNATURE OF RESPONDENT

Respondent's Signature Date & Company Stamp
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RFP FOR THE SUPPLY OF

599 NEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT
BUSINESS(GFB)

Section 16: NON-DISCLOSURE AGREEMENT [NDA]

279

Complete and sign the Non-Disclosure Agreement appended hereto as Annexure H

Respondent's Signature Date & Company Stamp
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RFP FOR THE SUPPLY OF

599 NEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT
BUSINESS (GFB)

Section 17: SUPPLIER DEVELOPMENT INITIATIVES

1.1. Aim and Objectives

Historically in South Africa there has been a lack of investment in infrastructure, skills and capability

development and an inequality in the income distribution and wealth of a significant portion of the

population. There have been a number of Government initiatives developed to address these challenges. In

particular, the New Growth Path [NGP] developed in 2010 aligns and builds on previous policies to ensure

the achievement of Government's development objectives for South Africa. Transnet fully endorses and

supports Government's New Growth Path policy.

The key focuses of the NGP include:

• increasing employment intensity of the economy

• addressing competitiveness

• balancing spatial development of rural areas and poorer provinces

• reducing the carbon intensity of the economy

• creating opportunities in improving regional and global cooperation

• enabling transformation that benefits a wider range of social actors in society e.g. workers, rural

communities, youth and women

Transnet, as a State Owned Company [SOC], plays an important role to ensure these objectives are

achieved. Therefore, the purchasing of goods and services needs to be aligned to Government's objectives

for developing and transforming the local supply base. Transnet's mission is to transform its supplier base

by engaging in targeted supplier development initiatives to support localisation and industrialisation whilst

providing meaningful opportunities for Black1 South Africans with a particular emphasis on:

• Youth [16 to 35 year olds]

• Black women

• People with disabilities

• Small businesses

• Rural integration

1.2. Supplier Development [SD]

To facilitate the implementation of Supplier Development initiatives, Transnet has adapted an existing

framework from the Department of Public Enterprises [DPE]. This framework allows for a basic set of

1 "Black" means South African Blacks, Coloureds and Indians, as defined in the B-BBEE Act, 53 of 2003
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principles to be applied to appropriately targeted SD initiatives. Supplier development initiatives aim to build

local suppliers who are competitive through building capability and capacity. Hence the framework has been

termed the Increased Competitiveness, Capability and Capacity Supplier Development Classification Matrix

[ IC3 Matrix]. Currently there are four quadrants of SD initiatives which Transnet considers according to the

IC3 Matrix. This RFP has been identified as programmatic, involving high commercial leverage and high

value.

Accordingly, Transnet requests all Respondents to submit a Supplier Development Bid Document

demonstrating their commitment and support for the New Growth Path Policy and how an appointment in

terms of this RFP would assist in achieving the NGP objectives.

a. For a detailed understanding of the IC3 Matrix, the respective SD initiatives and their objectives, please

refer to the "Guidelines for the Completion of a Supplier Development Bid Document" appended hereto

as Annexure B

b. The following Supplier Development [SD] focus areas have been identified , namely:

Category

Industrialisation

Capability and Capacity Building in
South Africa

Transfer of Technology and
Intellectual Property Rights [IPR]

New Skills development

Job Creation/Preservation

Small Business Promotion

Rural Integration and Regional
Development

Description

Industrial capability building that focuses on globally leading
capabilities developed within South Africa

Industrial capability building that focuses on value-added
activities of the South African industry through
manufacturing or service-related activities

Transfer technology, IPR and methodology to small
businesses

Skills transfer & skills education which will occur as a result
of the award of contract

Number of jobs created or preserved resulting from the
award of contract

Encouragement for growth and the expansion of emerging
local firms, through procurement and support mechanisms

Incorporation of the use of rural labour and regional
businesses which will contribute to NGP objectives

c. The Supplier Development Bid Document is to be submitted as a separate document, developed in

line with in Annexure_B [Supplier Development Value Summary] appended hereto. The Supplier

Development Bid Document is a detailed narrative document explaining the Respondent's Bid value as

summarised in Annexure G. There is no prescribed format for this document. This SD Bid Document will

represent a binding commitment on the part of the successful Respondent. The SD Bid Document

should outline the type of activities you intend to embark upon should you be awarded the contract.

This Bid Document should also provide an overview of what you intend to achieve, when, and the

mechanisms whereby you will achieve those objectives.

Notes for completion ofSD Bid Document:

(i) Respondents are urged to pay careful attention to the compilation of the SD Bid

Document, including Annexure G [Supplier Development Value Summary], .
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(ii) Respondents are required to address each of the aspects under the detailed SD

Description as a minimum for submission. This is not an exhaustive list however, and

Respondents must not be limited to these choices when compiling each section.

(Hi) Please provide detailed calculations to illustrate how your estimated Rand values provided

in Annexure G have been derived.

(iv) Respondents are required to provide an electronic copy [CD] of the completed Annexure

G as part of the SD Bid Document submission.

1.3. Additional contractual requirements

Should a contract be awarded through this RFP process, the successful Respondent(s) [hereinafter referred

to as the Supplier] will be contractually committed, inter alia, to the following conditions:

a. The Supplier will be required to submit this SD Plan to Transnet in writing within 65 (sixty five) days

after signature of a Letter of Intent [LOI], where after both parties must reach an agreement [signed

by both parties] within 45 (forty five) days. This SD Plan represents additional detail in relation to the

SD Bid Document providing an explicit breakdown of the nature, extent, timelines and monetary value

of the SD commitments which the Supplier proposes to undertake and deliver during the term of the

contract. 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.

b. The SD Plan may require certain additions or updates to the initial SD Bid Document in order to ensure

that Transnet is satisfied that development objectives will be met.

c. The Supplier will need to ensure that the relevant mechanisms and procedures are in place to allow for

access to information to measure and verify the Supplier's compliance with its stated SD commitments.

d. The Supplier will be required to provide:

(i) monthly status updates to Transnet for each SD initiative. [Detailed requirements will be

provided by Transnet];

(ii) quarterly status reports for Transnet and the DPE. [Detailed reporting requirements will be

provided by Transnet]; and

(iii) a final Supplier Development report, to be submitted to Transnet prior to the expiry date of

the contract, detailing delivery, implementation and completion of all SD components plus

auditable confirmation of the Rand value contribution associated with each such SD

commitment.

e. All information provided by the Supplier in order to measure its progress against its stated targets will

be auditable.

f. The Supplier will be required to submit this SD Plan to Transnet in writing, within 65 day (sixty five)

days after signature of a Letter of Intent [LOI], where after both parties must reach an agreement

[signed by both parties] within 45 (forty five) days. Transnet will reserve the right to reduce or increase

the number of days in which the Supplier must submit its SD Plan if it is deemed reasonable.

g. The contract will be conditional on agreement being reached by the parties on the SD Plan submitted

by the Supplier. Therefore failure to submit or thereafter to agree to the SD Plan within the stipulated

timelines will result in the non-award of such a contract or termination thereof.
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h. Failure to adhere to the milestones and targets defined in an SD Plan may result in the invocation of

financial penalties, to be determined at Transnet's discretion as indicated in the contract, as well as

providing Transnet cause to terminate the contract in certain cases where material milestones are not

being achieved.

1.4. Supplier Development Documentation

Your SD Bid Document including Annexure G, to be submitted as part of your RFP Proposal, will represent

a binding commitment on the part of the successful Respondent.

Attached herewith is the following documentation:

• SD Guideline Document —Annexure B

This document must be used as a guideline to complete the SD Bid Document.

• SD Value Summary - Annexure G

777/5 template must be completed as part of the bid which will represent a binding financial

commitment on the part of the successful Respondent
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1RAN5NET

TRANSNET FREIGHT RAIL

an Operating Division of TRANSNETSOC LTD

{Registration No. 1990/000900/30)

PART 2

REQUEST FOR PROPOSAL [RFP]

FOR THE SUPPLY OF 465 NEW DIESEL LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS

(GFB)

RFP NUMBER:

CLOSING DATE:

CLOSING TIME:

BID VALIDITY PERIOD:

TFRAC-HO-8609

26 February 2013

10:00 am

30 September 2013

COMPULSORY BRIEFING SESSION:

A compulsory briefing session will be held at the following venue:

Time : 10:00 am

Date : 14 December 2012

Venue : Transnet Freight Rail, School of Rail Campus

Esselenpark Campus

Main Hail

No.l P91 Road {Modderfontein Road off R25)

Kaalfontein

Kempton Park

Johannesburg

PLEASE NOTE CHANGE IN VENUE

•V;T 2 V I U |-=Y \-rC~- :•:-
0078-0969-0001-0288
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SCHEDULE OF BID DOCUMENTS

Section No Page

NOTICE TO BIDDERS 3

1. INTRODUCTION 3

2. TRE SUB-CONTRACTING 3

3. SUPPLIER DEVELOPMENT 3

3.1. BILL OF MATERIALS 3

4. FURTHER RECOGNITION CRITERIA (FRC) 3

5. EVALUATION METHODOLOGY AND CRITERIA 4

5.1. STEP ONE - TEST FOR ADMINISTRATIVE RESPONSIVENESS 4

5.2. STEP T W O - T E S T FOR SUBSTANTIVE RESPONSIVENESS TO RFP 4

5.3. STEP THREE - LOCAL CONTENT 5

5.4. STEP FOUR -SUPPLIER DEVELOPMENT AND B-BBEE SCORECARD 6

5.5. STEP FIVE - TEST MINIMUM THRESHOLD OF 80% FOR TECHNICAL CRITERIA 6

5.6. STEP SIX - FINAL WEIGHTED SCORING 7

5.7. SUMMARY: EVALUATION THRESHOLD AND WEIGHTINGS 8

6. ADJUDICATION USING A POINT SYSTEM 8

7. RETURNABLE DOCUMENTS AND SCHEDULES 9

7.1 . MANDATORY RETURNABLE DOCUMENTS AND SCHEDULES: 9

7.2. ESSENTIAL RETURNABLE DOCUMENTS AND SCHEDULES 10

RFP ANNEXURES:

ANNEXURE F - FINANCIAL TOTAL COST OF OWNERSHIP (TCO) MODEL

ANNEXURE F (i) - FINANCIAL TOTAL COST OF OWNERSHIP (TCO) MODEL- ENERGY MODEL

ANNEXURE I - DRAFT SUPPLY AGREEMENT (to be issued during the tender process)

ANNEXURE K - LOCOMOTIVE SPECIFICATION - MASTER

ANNEXURE K (i) - LOCOMOTIVE SPECIFICATION - SUMMARY OF CHANGES

ANNEXURE M - B-BBEE PREFERENCE POINTS CLAIM FORM

ANNEXURE N - FURTHER RECOGNITION CRITERIA (CURRENT)

ANNEXURE N (i) - FURTHER RECOGNITION CRITERIA (FUTURE)

ANNEXURE 0 : BILL OF MATERIALS
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RFP FOR THE SUPPLY OF

465 NEW DIESEL LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB)

NOTICE TO BIDDERS

INTRODUCTION

This RFP is being issued in parts. This document constitutes Part 2 and will address aspects such as evaluation

criteria, evaluation methodology, weightings, TCO models and designated components/ activities.

Responses to this RFP [hereinafter referred to as a Proposal or Proposals or Bid] are requested from

companies, close corporations or enterprises [hereinafter referred to as an Entity or Respondent or Bidder]

to supply the aforementioned requirement(s) to Transnet.

Should a conflict arise between information submitted under Part 1 and Part 2, Part 2 information will supersede

any information communicated previously.

TRE SUB-CONTRACTING

Participation of TRE in this locomotive procurement process will be prescribed and further details will follow after

the issuance of Part 2 of RFP.

SUPPLIER DEVELOPMENT

Supplier Development Proposal/ initiative as referred to in Section 1 clause 6 of Part 1 means a binding

commitment to supplier development deliverables including a detailed narrative thereof made by Respondents

which will be incorporated as a term of the contract.

3.1. BILL OF MATERIALS

The Respondents are further required to complete the Bill of Materials [BOM], Annexure 0, as part of the

Supplier Development Bid document submission. Respondents should clearly indicate areas of opportunity

where there is a potential for local component purchase or local supplier development as part of their Supplier

Development Bid Document in the areas of local purchase, fabrication, assembly and repair and maintenance.

Respondents must indicate Yes ["Y"] or No ["N'T in the appropriate box indicating whether a potential

opportunity exists or not. The Respondent must indicate the corresponding "National Value Add" [expressed

in ZAR] and a detailed description of the localisation potential in the comment box.

FURTHER RECOGNITION CRITERIA (FRC)

Transnet encourages its suppliers to constantly strive to improve their B-BBEE rating. Whereas Respondents will

be allocated points in terms of a preference point system based on its B-BBEE scorecard to be assessed as

detailed in Section 1, Clause 7, in addition to such scoring, further points will be allocated to Respondents score

based on "Further Recognition Criteria" on an ascending scale. Points for FRC (Current) will be allocated based

on the extent to which the Respondent's current ownership, management control and employment equity meets

or exceeds certain targets. FRC (Future) will be calculated based on the extent to which the Respondent

commits to meet, sustain and/or exceed the minimum compliance targets with its proposed compliance target to

be achieved during the contract period.

All the respondents must complete and return the FRC claim forms for FRC (Current) and FRC

(Future) attached hereto as Annexure N & N (i) respectively.
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RFP FOR THE SUPPLY OF

465 NEW DIESEL LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB)

5. EVALUATION METHODOLOGY AND CRITERIA

Transnet will utilise the following methodology and criteria in selecting a preferred Bidder, if so required:

Step 1 Step 2

Administrative Substantive
Responsiveness Responsiveness

Returnable
Documents

& Schedules

Pre-qualification

Step 3
Minimum
overall

Threshold is
55%

Step 4

Minimum
Threshold is

40%

Step 5

Minimum
Threshold

80%

Local
Content

Supplier
Development
BBBEE
Scorecard

I
Technical

Step 6

Weighted
Scoring/100

Price (incl. TCO)
Supplier
Development
B-BBEE Score
Card
FRC Current
FRC Future

FINAL
SCORE

5.1. STEP ONE - TEST FOR ADMINISTRATIVE RESPONSIVENESS

The test for administrative responsiveness will include the following:

EVALUATION CRITERIA

• whether the bid has been lodged on time

• whether all returnable documents and/or schedules [where
applicable] were completed and returned by the closing date
and time

• whether the bid documentation has been duly signed by the
Respondent.

RFP REFERENCE

Page 1 of Part 2

Section 4 of RFP Part 1 and

RFP Part 2

Section 4 of RFP 1 and RFP

Part 2

The test for administrative responsiveness [Step One] must be passed for a Respondent's

Proposal to progress to [Step Two] for further pre-quaiification

5.2. STEP TWO - TEST FOR SUBSTANTIVE RESPONSIVENESS TO RFP

The test for substantive responsiveness to this RFP will include the following:

EVALUATION CRITERIA

• whether the bid contains a priced offer

• Entity's financial stability: Financial Statements

The financial statement submitted by Respondents will be
reviewed to determine whether the bidder meets the
minimum requirements for financial stability set by

RFP REFERENCE

Section 2 clause 3.1 and
Section 3 clause 1.8 of Part 1

Section 3 of Part 1 and Clause

4.1/4.2 of Part 2
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Transnet, in addition the following must be adhered to:

1. Agreement to the terms & conditions of the Parent
Company Guarantee in the format supplied;

2. Agreement to the terms & conditions of the Advance
Payment Guarantee in the format supplied;

3. Agreement to the Performance bond requirements &
Performance bond terms & conditions in the format
supplied;

4. A minimum warranty period of 2 years for the loco, 6
years for the traction motor and 1 year for spares
after Defects Liability Periodand

5. A minimum long term credit rating of A- [Fitch
Ratings or equivalent] and the issuer should be pre-
agreed with Transnet, for the companies bankers
that will be providing the guarantees.

• whether any other pre-qualification criteria set by
Transnet, have been met

• whether the bid materially complies with the scope and/or
specification given

• whether all material terms and conditions stated in the bid
document have been met

Section 1 clauses 2.2 and 13.3

Page 1 and Section 4 of Part
1- validity period as amended

byp3gel of Part 2

Section 8, General Bid
Conditions clause 19

Section 10 of Part 1

Section 2, clause 3

Annexure G (Supplier

Development Value Summary

as amended in Part 2) and

Section 17 of Part 1

Section 2 of Part 1 and

Annexure K

All Sections

The test for substantive responsiveness [Step Two] must be passed for a Respondent's

Proposal to progress to [Step Three] for further evaluation.

5.3. STEP THREE - LOCAL CONTENT

Respondents to provide a Local Content declaration as requested in the following Annexures of

Part 1:

Annexure A: Declaration Certificate for Local Production and Content [FORM SBD 6.2];

Annexure C: Local content Declaration Summary Schedule

The test for a minimum threshold of 55% for Local Content and designated components/

activities threshold stipulated as [Step Three] must be passed for a Respondent's Proposal

to progress to [Step Four] for further evaluation.
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5.4. STEP FOUR -SUPPLIER DEVELOPMENT AND B-BBEE SCORECARD

Respondents to provide written declarations as requested in the following Annexures.

5.4.1, B-BBEE Scorecard:

PRE-QUALIFICATION CRITERION

Current status evaluated according to the valid B-BBEE Verification
scorecard

RFP REFERENCE

Section 1 clause 7 of Part 1
& Preferential Points Claim

Form, Annexure M of Part 2

5.4.2. Supplier Development Bid Document and Supplier Development Value Summary:

Supplier

1.

2.

3.

4.

5.

6.

PRE-QUALIFICATION CRITERIA

Development Bid Document:

Investment in Plant

Technology Transfer/ Sustainability

Down-stream Supplier Development

Skills Development

Job creation/Preservation

Small Business Promotion

RFP REFERENCE

Annexure G as amended in
Part 2

The test for meeting the B-BBEE and Supplier Development threshold of 40 %for [Step

Four] must be passed for a Respondent's Proposal to progress to [Step Five] for further

evaluation.

5.5. STEP FIVE - TEST MINIMUM THRESHOLD OF 8 0 % FOR TECHNICAL CRITERIA

Technical Criteria:

EVALUATION CRITERIA

Performance

Electrical

Mechanical

Control

Other

Total

SUB-WEIGHTS

6.2%

35.4%

21.1%

19.3%

18.0%

100.00%

The following Scoring Matrix will be used to evaluate Technical

For each clause, scoring shall be done on the following basis

Full Compliance

Partial Compliance

Non- Compliance

2
1

0
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CLAUSE
ABBREVIATION
DES

ESS

MAN

CLAUSE
TYPE
Desirable

Essential

Mandatory

WEIGHT
3

6

10

WEIGHT EXPLANATION
Desirable feature that may improve
locomotive performance or improve
Safety, Operability, Maintainability,
Availability, Reliability (SOMAR)
Requirements that have been
deemed essential because the
analysis conducted by TFR
indicated that these requirements
are necessary to deliver
locomotives that meet TFR's
performance requirements.
Requirements that are mission
critical to TFR

SCORING
MATRIX
0-2

0-2

2 or disqualification

EXAMPLE OF EVALUATION CALCULATION:

EXAMPLE

DESIRABLE CLAUSE

ABCD

OF EVALUATION CALCULATION

WEIGHT

3

SCORE

2

RESULT

6

Technical Disqua!ifying/Non-responsive Criteria

• 100% technical compliance is required for all mandatory items. Failure to comply with the

mandatory requirements will lead to disqualification.

• 100% technical response is required for all essential items. Failure to respond to all essential items

(by indicating whether or not the Respondent complies or does not comply with these essential

items) may lead to disqualification.

The minimum threshold of 80% for [Step Five] evaluation criteria must be met or exceeded

for a Respondent's Proposal to progress to [Step Six] for final evaluation.

5.6. STEP SIX - FINAL WEIGHTED SCORING

a) Price (Including TCO): Weight 6 0 %

EVALUATION CRITERIA

• Price including Total Cost of Ownership

RFP REFERENCE

AnnexureF& F(i)ofPart2

b) Supplier Development: Weight 2 0 %

EVALUATION CRITERIA

Supplier Development Bid Document:

1. Investment in Plant

2. Technology Transfer/ Sustainability

RFP REFERENCE

Annexure G as amended in Part 2

Respondent's Signature PART 2 Date & Company Stamp
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3. Down-stream Supplier Development

4. Skills Development

5. Job creation/Preservation

6. Small Business Promotion

5.7.

c) Broad-Based Black Economic Empowerment criteria 2 0 %

EVALUATION CRITERIA

• Current Scorecard

• Further Recognition Criteria (Current)

• Further Recognition Criteria (Future)

WEIGHT

10%

5%

5%

RFP REFERENCE

Section 1 clause 7 &
Preference Points
Claim Form, Annexure
M,N, & N (i) of Part 2

SUMMARY: EVALUATION THRESHOLD AND WEIGHTINGS

PRE-QUALIFICATION EVALUATION CRITERIA

Local content and Component/ Activity

Supplier Development and B-BBEE

Technical

MINIMUM THRESHOLD

55% and as stipulated in Annexure C

40%

80%

EVALUATION CRITERIA

Price (incl. TCO)

Supplier Development

B-BBEE - Score Card

Further Recognition Criteria (Current)

Further Recognition Criteria (Future)

TOTAL SCORE:

FINAL WEIGHTED SCORES

60%

20%

10%

5%

5%

100%

Note: Transnet reserves the right to conduct post-tender negotiations with the preferred Bidder/s

6. ADJUDICATION USING A POINT SYSTEM

• The bidder obtaining the highest number of total points in terms of Step 6 of the evaluation

methodology will be awarded the contract, unless there are objective criteria which justify the award

of the contract to a bidder other than the bidder obtaining the highest number of points.

• Points scored will be rounded off to 2 [two] decimal places.

• In the event of equal points scored, the bid will be awarded to the bidder scoring the highest number

of preference points for B-BBEE.

However, when two or more bids have scored equal points including equal preference points for

B-BBEE, the successful bid will be the one scoring the highest score for technical.

Respondent's Signature PART 2 Date & Company Stamp
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RFP FOR THE SUPPLY OF

465 NEW DIESEL LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB)

7. RETURNABLE DOCUMENTS AND SCHEDULES

7.1. MANDATORY RETURNABLE DOCUMENTS AND SCHEDULES:

A list of mandatory returnable documents was issued with Part 1 of the bid document. However the

documents listed below is a consolidated list of all mandatory documents that have to be submitted

with the bid response.

Respondents are required to submit the following returnable documents and schedules with their

responses. All Sections, as indicated in the footer of each page, must be signed, stamped and dated

by the Respondent. Please confirm submission of these mandatory documents and schedules by so

indicating (YES/NO) in the table below:

RETURNABLE DOCUMENTS & SCHEDULES

SECTION 1 : Notice to Bidders

ANNEXURE A: Declaration Certificate For Local Production And Content

[Form SBD 6.2]

ANNEXURE C: Local Content Declaration: Summary Schedule {as

issued in Part 2)

ANNEXURE N: Further Recognition Criteria (Current)

ANNEXURE N (i): Further Recognition Criteria (Future)

A copy of a Joint Venture Agreement or Written confirmation of the

intention to enter into a Joint Venture Agreement.

SECTION 2 : Background, Overview and Scope of Requirements

ANNEXURE K : Locomotive Specifications (as amended in Part 2)

SECTION 3 : Financial Offer & Other Pertinent Information

ANNEXURE F : Financial Total Cost of Ownership (TCO) Model

ANNEXURE F (i): Financial Total Cost of Ownership (TCO) Model -

Energy model

Financial statements for the preceding 3 years

SECTION 17: Supplier Development Initiatives

ANNEXURE G : Supplier Development Value Summary (as amended

in Part 2)

ANNEXURE 0 : Bill of Materials

SUBMITTED

(Yes/ No)

Failure to provide all the above-referenced mandatory returnable documents by the closing date and

time will result in a Respondent's disqualification. Respondents are therefore urged to ensure that all

these documents are returned with their Proposals.

Respondent's Signature PART 2 Date & Company Stamp
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7.2. ESSENTIAL RETURNABLE DOCUMENTS AND SCHEDULES

Respondents are required to submit the following returnable documents and schedules with their

responses. All Sections, as indicated in the footer of each page, must be signed, stamped and dated

by the Respondent. Please confirm submission of these essential documents and schedules by so

indicating (YES/NO) in the table below:

RETURNABLE DOCUMENTS & SCHEDULES

SECTION 1 : Notice to Respondents

ANNEXURE D: Imported Content Declaration: Supporting Schedule to Annexure C

(as issued in Part 2)

ANNEXURE E: Local Content Declaration: Supporting Schedule to Annexure C (as

issued in Part 2)

ANNEXURE M: B-BBEE Preference Points Claim Form

SECTION 4 : Proposal Form

SECTION 5 : Vendor Application Form

- Original cancelled cheque or bank verification of banking details

- Certified copies of IDs of shareholder/directors/members [as applicable]

- Certified copy of Certificate of Incorporation [CM29/CM9 name change]

- Certified copy of share certificates [CK1/CK2 if CC]

- Entity's letterhead

- Original VALID Tax Clearance Certificate

- Certified copy of VALID VAT Registration Certificate [SA companies only]

- Certified copy of VALID Company Registration Certificate

- VALID B-BBEE Verification Certificate [Large Enterprises and QSEs]

- VALID B-BBEE Certificate from Auditor, Accounting Officer or SANAS accredited

verification agency [EMEs]

- Joint Ventures - the Incorporated JV/ Consortium/s must submit a VALID B-BBEE

certificate in their registered name.

Unincorporated joint ventures must obtain a consolidated VALID B-BBEE

Certificate as if they were a group structure, provided that such a consolidated B-

BBEE Certificate is prepared for this venture.

- Audited Financial Statements for previous 3 years

SECTION 6 : Signing Power - Resolution of Board of Directors

SECTION 7 : Certificate of Acquaintance with RFP Documents

SECTION 8 : General Bid Conditions - Goods

ANNEXURE J - General Bid Conditions Goods

SUBMITTED

(Yes/No)

Respondent's Signature PART 2 Date & Company Stamp
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SECTION 9 : Certificate of Acquaintance with Draft Supply Agreement

ANNEXURE I - Draft Supply Agreement

SECTION 10 : RFP Declaration Form

SECTION 11 : Breach of Law

SECTION 13 : Supplier Code of Conduct

SECTION 14 : Certificate of attendance of Site Meeting / RFP Briefing

SECTION 15: Certificate of Acquaintance with Specifications and Drawings

SECTION 16 : Non-Disclosure Agreement

ANNEXURE H : Non-Disclosure Agreement

- — -

Failure to provide all the above-referenced essential returnable documents may result in a Respondent's

disqualification. Respondents are therefore urged to ensure that all these documents are returned with

their Proposals. Transnet in its sole discretion may afford Respondents a further opportunity to submit

these essential returnable documents.

Respondent's Signature PART 2 Date & Company Stamp
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1RANSNET

7,

TRANSNET FREIGHT RAIL

an Operating Division of TRANSNET SOC LTD

(Registration No. 1990/000900/30)

REQUEST FOR PROPOSAL [RFP]

FOR THE SUPPLY OF 465 NEW DIESEL LOCOMOTIVES FOR THE GENERAL FREIGHT

BUSINESS (GFB)

RFP NUMBER: TFRAC-HO-8609

ISSUE DATE: 23 July 2012

CLOSING DATE: 16 October 2012

CLOSING TIME: 10:00 am

BID VALIDITY PERIOD: 29 April 2013

COMPULSORY BRIEFING SESSION:

A compulsory briefing session will be held at the following venue:

Time : 10:00 am

Date : 16 August 2012

Venue : Transnet Freight Rail, School of Rail Campus

Esselenpark Campus

Main Building Hall

No.l P91 Road (Modderfontein Road off R25)

Kaalfontein

Kempton Park

Johannesburg

Respondent's Signature Date & Company Stamp0078-0969-0001-0299
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PLEASE NOTE CHANGE IN VENUESCHEDULE OF BID DOCUMENTS

Section No Page

SECTION 1: NOTICE TO BIDDERS 5

1. PROPOSAL REQUEST 5

2. FORMAL BRIEFING 6

3. PROPOSAL SUBMISSION 6

4. DELIVERY INSTRUCTIONS FOR RFP 6

5. LOCAL CONTENT THRESHOLD 8

6. SUPPUER DEVELOPMENT INITIATIVES 9

7. BROAD-BASED BLACK ECONOMIC EMPOWERMENT AND SOCIO-ECONOMIC OBLIGATIONS 10

8. COMMUNICATION 12

9. INSTRUCTIONS FOR COMPLETING THE RFP 12

10. COMPLIANCE 12

11. ADDITIONAL NOTES 12

12. DISCLAIMERS 13

13. PUBLIC FINANCE MANAGEMENT ACT (PFMA) 14

14. LEGAL REVIEW 14

SECTION 2 : BACKGROUND, OVERVIEW AND SCOPE OF REQUIREMENTS 16

1. BACKGROUND 16

2. EXECUTIVE OVERVIEW 16

3. SCOPE OF REQUIREMENTS 17

4. GENERAL INFORMATION 20

5. MANUFACTURERS 20

6. INSPECTION DETAILS 21

7. IMPORTED CONTENT 21

8. EXCHANGE AND REMITTANCE 21

9. EXPORT CREDIT AGENCY SUPPORTED FINANCE 22

10. NATIONAL RAILWAY SAFETY REGULATOR ACT 22

11. SERVICE LEVELS 22

12. CONTINUOUS IMPROVEMENT INITIATIVES 23

13. RISK 24

14. REFERENCES 24

15. EVALUATION METHODOLOGY AND CRITERIA 24

SECTION 3: FINANCIAL OFFER & OTHER PERTINENT INFORMATION 25

1. FINANCIAL OFFER 25

2. GENERAL 28

SECTION 4 : PROPOSAL FORM 35

SECTION 5 : VENDOR APPLICATION FORM 40

SECTION 6 : SIGNING POWER - RESOLUTION OF BOARD OF DIRECTORS 42

SECTION 7 : CERTIFICATE OF ACQUAINTANCE WITH RFP DOCUMENTS 43
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SECTION 8 : GENERAL BID CONDITIONS - GOODS 44

SECTION 9 45

CERTIFICATE OF ACQUAINTANCE WITH DRAFT SUPPLY AGREEMENT 45

SECTION 10 : RFP DECLARATION FORM 46

SECTION 11 : BREACH OF LAW 49

SECTION 12 : BID CLARIFICATION REQUEST FORM 50

SECTION 13 : SUPPLIER CODE OF CONDUCT 51

SECTION 14: CERTIFICATE OF ATTENDANCE OF BRIEFING SESSION 53

SECTION 15: CERTIFICATE OF ACQUAINTANCE WITH SPECIFICATIONS AND DRAWINGS 54

SECTION 16: NON-DISCLOSURE AGREEMENT [NDA] 55

SECTION 17: SUPPLIER DEVELOPMENT INITIATIVES 56

RFPANNEXURES:

ANNEXURE A - DECLARATION CERTIFICATE FOR LOCAL PRODUCTION AND CONTENT [FORM SBD 6.2]

ANNEXURE B - SUPPLIER DEVELOPMENT BID GUIDELINES DOCUMENT

ANNEXURE C - LOCAL CONTENT DECLARATION: SUMMARY SCHEDULE

ANNEXURE D - IMPORTED CONTENT DECLARATION: SUPPORTING SCHEDULE TO ANNEXURE C

ANNEXURE E - LOCAL CONTENT DECLARATION: SUPPORTING TO ANNEXURE C

ANNEXURE F - FINANCIAL TOTAL COST OF OWNERSHIP (TCO) MODEL (to be issued during the tender process)

ANNEXURE G - SUPPLIER DEVELOPMENT VALUE SUMMARY

ANNEXURE H - NON-DISCLOSURE AGREEMENT

ANNEXURE I - DRAFT SUPPLY AGREEMENT (to be issued during the tender process)

ANNEXURE J - GENERAL BID CONDITIONS (GOODS)

ANNEXURE K - LOCOMOTIVE SPECIFICATION

ANNEXURE L - SABS TECHNICAL SPECIFICATION SATS 1286:2011 (LOCAL CONTENT)

Respondent's Signature Date & Company Stamp0078-0969-0001-0301
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B-BBEE

CD

DPE

DTI

EME

GBC

GFB

ID

JV

LOI

NDA

NGP

OD

PTN

PPPFA

QSE

RFP

SD

SOC

TFR

TFRAC

TRE

TCO

VAT

ZAR

SARB

CPI

GTK

LIST OF ACRONYMS

Broad-Based Black Economic Empowerment

Compact/computer disc

Department of Public Enterprises

Department of Trade and Industry

Exempted Micro Enterprise

Genera! Bid Conditions

General Freight Business

Identity Document

Joint Venture

Letter of Intent

Non-Disclosure Agreement

New Growth Path

Transnet Operating Division

Post-Tender Negotiations

Preferential Procurement Policy Framework Act

Qualifying Small Enterprise

Request for Proposal

Supplier Development

State Owned Company

Transnet Freight Rail

Transnet Freight Rail Acquisition Council

Transnet Rail Engineering

Total Cost of Ownership

Value-Added Tax

South African Rand

South African Reserve Bank

Consumer Price Index

Gross Ton Kilometres

Respondent's Signature Date & Company Stamp0078-0969-0001-0302
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RFP FOR THE SUPPLY OF

465 NEW DIESEL LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB)

Section 1 : NOTICE TO BIDDERS

1. PROPOSAL REQUEST

INTRODUCTION

Please note that this RFP will be issued in parts. This document constitutes Part 1 of the RFP

and contains the following information:

• General information;

• Technical information;

• Local content;

• B-BBEE scorecard;

• Supplier Development;

• Financial proposal;

• Administrative information e.g. pertaining to closing dates, briefing session, returnable

documents, etc.

Subsequent parts will be issued at a later stage(s) and will address aspects such as evaluation

criteria, evaluation methodology, weightings and supply agreement, Financial Total Cost of

Ownership (TCO) Model, inter alia.

Responses to this RFP [hereinafter referred to as a Proposal or Proposals] are requested from companies,

close corporations or enterprises [hereinafter referred to as an Entity or Respondent] to supply the

aforementioned requirement(s) to Transnet.

On or after 23 July 2012, the RFP documents may be inspected at, and are obtainable from the office of

the Secretariat TFRAC, Inyanda House No 1, Ground Floor, 21 Wellington Road, Parktown, Johannesburg on

payment of an amount of R 40,000.00 [Forty thousand SA Rand][inclusive of VAT) per set. Payment is to

be made as follows:

Account Name: Transnet Freight Rail

Bank: Standard Bank

Account No: 203158598

Branch code: 004805

NOTES -

a) This amount is not refundable.

b) A receipt for such payment made must be presented when collecting the RFP documents and

submitted with your Proposal.

RFP documents will only be available until the 10 August 2012 at 14h00. No RFP will be issued after

this date and time.

Any additional information or clarification will be faxed or emailed to all Respondents, if necessary.

Respondent's Signature Date & Company Stamp0078-0969-0001-0303
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2. FORMAL BRIEFING

A compulsory briefing session will be conducted by TFR on the 16 August 2012, Transnet Freight Rail,

School of Rail Campus, Esselenpark Campus, Main Building Hall, No.l P91 Road (Modderfontein Road off

R25), Kaalfontein, Kempton Park, Johannesburg, for a period of ± 5 hours. [Respondents are to provide their

own transportation and accommodation].

2.1 A Certificate of Attendance in the form set out in Section 14 hereto must be completed and submitted

with your Proposal.

2.2 Respondents failing to attend the compulsory briefing session will be disqualified.

2.3 Respondents without a valid RFP document in their possession will not be allowed to attend the

briefing session.

2.4 The briefing session will start punctually at 10:00am.

2.5 Transnet reserves the right (in its sole discretion) to hold further briefing session(s) with the bidders

should this be deemed necessary.

2.6 Transnet furthermore reserves the right to issue amendments/addendums to this RFP should this be

deemed necessary.

3. PROPOSAL SUBMISSION

Proposals in triplicate (one original plus two copies) plus a CD/s copy which must be clearly

labelled and must reach the Chairperson, TFRAC before 10:00am on Tuesday 16 October 2012, and

must be enclosed in a file/s which must have inscribed on the outside:

RFP No:

Description

Closing date and time:

Closing address

TFRAC-HO-8609

465 NEW DIESEL LOCOMOTIVES FOR THE GENERAL FREIGHT
BUSINESS (GFB)

Tuesday, 16 October 2012 at 10:00am

[Refer options in paragraph 4 below]

4. DELIVERY INSTRUCTIONS FOR RFP

4.1 Delivery by hand

If delivered by hand, the file/s are to be deposited in the TFR tender box which is located at Inyanda

House No 1, Ground Floor, 21 Wellington Road, Parktown, and should be addressed as follows:

THE CHAIRPERSON
TRANSNET FREIGHT RAIL
ACQUISITION COUNCIL

TENDER BOX
INYANDA HOUSE 1

21 WELLINGTON ROAD

PARKTOWN

Respondent's Signature Date & Company Stamp0078-0969-0001-0304
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4.1

a) The measurements of the "tender slot" are 500mm wide x 100mm high, and Respondents must

please ensure that proposal documents or files are not larger than the above dimensions.

Responses which are too bulky [i.e. more than 100mm thick] must be split into two or more files

(referenced accordingly) and each file to be endorsed as required in paragraph 3 and 4 above.

b) It should also be noted that the above tender box is located at the ground level main entrance in

21 Wellington Road and is accessible to the public 24 hours per day, 7 days a week.

Despatch by courier

If despatched by courier, the file/s must be addressed as follows and delivered to the Office of The

Chairperson, TFRAC and a signature obtained from that Office.

THE CHAIRPERSON

TRANSNET FREIGHT RAIL

ACQUISITION COUNCIL

TENDER BOX

INYANDA HOUSE 1

2 1 WELLINGTON ROAD

PARKTOWN

4.2 Please note that this RFP closes punctually at 10:00am on Tuesday 16 October 2012.

4.3 If Proposals are not delivered as stipulated herein, such Proposals will not be considered and will be

treated as "NON-RESPONSIVE." Such Proposals will be disqualified.

4.4 No email or facsimile responses will be considered, unless otherwise stated herein.

4.5 Proposals to this RFP will be opened as soon as practicable after the expiry of the time advertised for

receiving them.

4.6 Transnet shall not, at the opening of Proposals, disclose to any other company any confidential details

pertaining to the Proposals / information received, i.e. pricing, delivery, etc. The names of the

Respondents will be divulged to other Respondents upon request.

4.7 Fi!e/s must not contain documents relating to any RFP other than that shown on the file/s. All fi!e/s

must reflect the return address of the Respondent on the reverse side.

4.8 Should the Respondents want to include any additional conditions, such conditions must be embodied

in an accompanying letter. Subject only to clause 15 [Alterations made by the Respondent to Bid

Prices] of the General Bid Conditions, alterations, additions or deletions must not be made by the

Respondent to the actual RFP documents.

4.9 Proposals to this RFP must be submitted on a clearly labelled CD/s in PDF format as well. Specific

spread sheets to be used by TFR must also be available for editing purposes in Excel.

4.10 Proposals to this RFP must be submitted in clearly demarcated files (referenced accordingly) in terms of

the following:

1. Returnable Checklist

2. Local Content proposal

3. Supplier Development

4. B-BBEE scorecard

Respondent's Signature Date & Company Stamp0078-0969-0001-0305
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5. Technical proposal

6. Financial proposal

7. Annexures

5. LOCAL CONTENT THRESHOLD

It is a prerequisite of the Preferential Procurement Policy Framework Regulations 2011 that all procurement

activities undertaken by Transnet which involve "designated sectors" [i.e. the purchase of textile, clothing,

leather and footwear, power pylons, rolling stock [locomotives and wagons], canned/processed vegetables

and/or buses [bus bodies]] shall be subject to the requirements of Regulation 9(1) thereof. Since this RFP

falls within these designated sectors, "local content" is a pre-qualification for this acquisition of Diesel

Locomotives. The stipulated minimum threshold for Diesel locomotives is 55%. Only locally produced or

locally manufactured Diesel locomotives with this stipulated minimum threshold for local production will be

considered.

Transnet reserves the right to evaluate bids in accordance with any instructions issued by National Treasury.

Transnet also reserves the right to approach the Minister of Finance for exemption from the Regulations or

instructions and to evaluate the bids in accordance with such exemption if granted.

Please note that apart from the stipulated minimum threshold of 55% for Diesel Locomotives, the following

thresholds must also be met in respect of certain components or activities:

No

1

2

3

Component / Activity

Assembly of locomotives and EMU

Car body:

- Car body shell

- Door system

- Windows

- Seats (for coach interior)

- Lighting

- Grab pillars and rails

- Interior gladding

- Cable and wire

- Safety equipment

- Pipe works and ducts

Bogie:

- Bogie frame

- Motor suspension unit

% local content ( 3 - 5

years)

100%

100%

100%

% local content (6

years and above)

100%

100%

100%

Respondent's Signature Date & Company Stamp0078-0969-0001-0306
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4

5

6

7

8

9

10

- Wheel sets and wheel components

- Axle and axle boxes

- Bearings

• Bolster

Coupling Equipment

- Coupler body

- Coupler hook

- Yoke

- Pin

- Draft-gear

Suspension

- Shock absorbers and dampers

- Springs

Heat, Ventilation and Air

Conditioning

- Fabrication

- Power Coating

- Heat Exchangers

- Fans

- Compressors

- Refrigeration components

- Electrical components

- Fasteners

- Insulation and liners

Braking system

Alternators

Traction motors

Electric systems

100%

100%

60%

70%

90%

65%

80%

100%

100%

70%

80%

100%

80%

90%

6.

Respondents must complete and return the Declaration Certificate for Local Production and

Content appended hereto as Annexure A, C, D & E Only the South African Bureau of Standards

(SABS) approved technical specification number SATS 1286:2011 must be used to calculate

local content (Annexure L).

SUPPLIER DEVELOPMENT INITIATIVES

Historically in South Africa there has been a lack of investment in infrastructure, skills and capability

development and an inequality in the income distribution and wealth of a significant portion of the

Respondent's Signature Date & Company Stamp0078-0969-0001-0307
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population. There have been a number of Government initiatives developed to address these challenges. In

particular, the New Growth Path [NGP] developed in 2010 aligns and builds on previous policies to ensure

the achievement of Government's development objectives for South Africa.

Transnet fully endorses and supports Government's New Growth Path policy through its facilitation of

Supplier Development [SD] initiatives. The Respondent is required to submit a detailed and narrative

based Supplier Development initiative/ proposal. In the case of a JV the principal respondent is required to

submit a detailed and narrative based Supplier Development initiative/ proposal. [Refer to Section 17

(Supplier Development Initiatives) and Annexure B (Guidelines for a Supplier Development Bid Document)]

7. BROAD-BASED BLACK ECONOMIC EMPOWERMENT AND SOCIO-ECONOMIC OBLIGATIONS

Transnet fully endorses and supports the Government's Broad-Based Black Economic Empowerment

Programme and it is strongly of the opinion that all South African business enterprises have an equal

obligation to redress the imbalances of the past.

Transnet would therefore prefer to do business with local business enterprises who share these same values

and who are prepared to contribute to meaningful B-BBEE initiatives [including, but not limited to

subcontracting and Joint Ventures] as part of their tendered responses. Transnet will accordingly allow

"preference" points to companies who provide a VALID B-BBEE Verification Certificate. All procurement

transactions will be evaluated accordingly.

Consequently, when Transnet invites prospective suppliers to submit Proposals for its various expenditure

programmes, it requires Respondents [Large Enterprises and QSE's - see below] to have themselves

accredited in compliance with the Government Gazette No 34612, Notice No. 754 dated 23 September 2011.

As from 1 October 2011 valid B-BBEE Verification Certificates must be issued by:

a) Verification Agencies accredited by the South African National Accreditation System [SANAS]; or

b) Registered auditors approved by the Independent Regulatory Board of Auditors [IRBA], in

accordance with the approval granted by the Department of Trade and Industry.

A VALID Verification Certificate issued must reflect the weighted points attained by the measured entity for

each element of the scorecard as well as the overall B-BBEE rating.

A certificate will be regarded as valid and scored if accredited in accordance with the above.

7.1 Joint Ventures and Subcontractors

Joint Ventures - Incorporated JV/ Consortium/s

As part of the incorporated JV/ Consortium's tendered responses, the Incorporated JV/ Consortium/s

must submit a VALID B-BBEE certificate in their registered name.

Joint Ventures - Un-incorporated JV/ Consortium

Unincorporated joint ventures must obtain a consolidated B-BBEE scorecard as if they were a group

structure, provided that such a consolidated B-BBEE scorecard is prepared for this venture.

Respondent's Signature Date & Company Stamp0078-0969-0001-0308
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In addition to the above, Respondents who wish to enter into a Joint Venture with, or subcontract

portions of the contract to B-BBEE entities, must state in their RFPs, the percentage of the total

contract value that will be allocated to such B-BBEE entities, should they be successful in being

awarded any business. A rating certificate in respect of such B-BBEE JV-partners and/or

subcontractor(s), as well as a breakdown of the distribution of the aforementioned percentage must

also be furnished with the RFP response.

Guidance regarding B-BBEE Rating

In terms of the Codes of Good Practice, Enterprises are rated by Verification Agencies or registered

auditors based on the following:

a) Large Enterprises [i.e. annual turnover greater than R35 million]:

• Rating level based on all seven elements of the B-BBEE scorecard

b) Qualifying Small Enterprises - QSE [i.e. annual turnover between R5 million and R35 million]:

• Rating based on any four of the elements of the B-BBEE scorecard

c) Exempted Micro Enterprises — EME [i.e. annual turnover less than R5 million]:

• Automatic rating of Level 4 B-BBEE irrespective of race or ownership

• Black ownership greater than 50% or Black Women ownership greater than 50%

automatically qualify as Level 3 B-BBEE

Sufficient evidence to qualify as an EME will be the submission of a certificate from an IRBA

accredited auditor, accounting officer or SANAS accredited verification agency. The certificate must

confirm the entity's turnover, black ownership, black women ownership and B-BBEE status level.

Respondents will be required to furnish proof of the above to Transnet. [i.e. a VALID B-BBEE

Certificate and a detailed scorecard as stipulated above in respect of Large Enterprises and QSEs, or

proof of turnover in respect of EMEs].

NB: Respondents who are not in possession of a Valid B-BBEE certificate at the

closing date will be afforded a further opportunity to provide such Valid

Certificate at Transnet's discretion.

Turnover: Kindly indicate your entity's annual turnover for the past yean

R

7.2 B-BBEE Registration

In addition to the accreditation certificate, Transnet recommends that Respondents register their

B-BBEE compliance and supporting documentation on the Department of Trade and Industry's [DTI]

National B-BBEE IT Portal and Opportunities Network and provide Transnet with proof of registration in

the form of an official B-BBEE Profile issued by the DTI.

Transnet would wish to use the DTI B-BBEE IT Portal as a data source for tracking B-BBEE compliance.
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For instructions to register and obtain a DTI B-BBEE Profile go to htip://bee, thedti. oov.za

8. COMMUNICATION

Respondents are advised that should any attempt be made by a Respondent either directly or indirectly to

canvass any officer or employee of Transnet in respect of this RFP between the closing date and the date of

the award of the business the Proposal/Respondent will be disqualified from any further participation in the

tender process.

9.1 For specific queries relating to this RFP, a Bid Clarification Request Form should be submitted before

12:00pm on the 14th September 2012 to Lindiwe.Mdletshe@transnet.net, substantially in the form

set out in Section 12 hereto. In the interest of fairness and transparency Transnet's response to such

a query will be made available to other Respondents who have collected RFP documents. For this

purpose all Respondents need to indicate by email their intention to respond to this RFP by informing

Transnet of their contact details as soon as possible but not later than 16 August 2012 to

Undiwe.mdletshe@transnet.net.

9.2 After the closing date of the RFP, Respondents may communicate with the Secretary of the TFRAC, at

facsimile number O i l 774 9760 or by email to Prudence.Nkabinde@transnet.net on any matter

relating to the RFP Proposal. For confirmation of transmission the Respondent may call the secretariat

on this telephone number: 011 584 9486.

9.3 Respondents found to be in collusion with one another will be automatically disqualified and

blacklisted from doing business with Transnet in the future.

9. INSTRUCTIONS FOR COMPLETING THE RFP

10.1 Sign all sets of documents [sign, stamp and date the bottom of each page]. These set will serve as

legal and binding copies. Triplicate sets of documents are required. These second sets can be a

copy of the original signed Proposal.

10.2 All sets of documents to be submitted to the address specified in paragraph 4 above.

10.3 A CD copy of the RFP Proposal (PDF version) must be submitted. Specific spread sheets to be used

by TFR must also be available for editing purposes in Word / Excel (Annexures A, F, G & K)A[i

mandatory returnable documents listed in the Proposal Form [Section 4] must be returned with your

Proposal.

10. COMPLIANCE

The successful Respondent [hereinafter referred to as the Supplier] shall be in full and complete compliance

with any and all applicable laws and regulations of Republic of South Africa.

11. ADDITIONAL NOTES

12.1 All returnable documents as indicated in the Proposal Form [Section 4] must be returned with the

proposal. Failure to provide us with all mandatory returnable documents by the closing date will

result in disqualification.

12.2 Changes by the Respondent to its submission will not be considered after the closing date.
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12.3 The person or persons signing the Proposal must be legally authorised by the Respondent to do so

[Refer Section 6 - Signing Power, Resolution of the Board of Directors]. A list of those person(s)

authorised to negotiate on your behalf [if not the authorised signatories] must also be submitted

along with the Proposal together with their contact details.

12.4 Transnet does not engage with non-v3!ue adding agents or representatives solely for the purpose of

increasing B-BBEE spend (fronting).

12.5 Transnet may wish to visit selected Respondents place of manufacture during this RFP process.

12.6 Transnet reserves the right to undertake post-tender negotiations [PTN] with any number of short-

listed Respondents..

12.7 Unless otherwise expressly stated, all Proposals furnished pursuant to this RFP shall be deemed to

be offers. Any exceptions to this statement must be clearly and specifically indicated. Transnet

reserves the right to reject any or all offers.

FAILURE TO OBSERVE ANY OF THE AFOREMENTIONED REQUIREMENTS

MAY RESULT IN A PROPOSAL BEING REJECTED

12. DISCLAIMERS

Respondents are hereby advised that Transnet is not committed to any course of action as a result of its

issuance of this RFP and/or its receipt of a Proposal in response to it. In particular, please note that Transnet

reserves the right to:

13.1 modify the RFP's Goods and request Respondents to re-bid on any changes;

13.2 reject any Proposal which does not conform to instructions and specifications which are detailed in

this Part or any subsequent parts of this RFP;

13.3 disqualify Proposals submitted after the stated submission deadline;

13.4 not necessarily accept the lowest priced Proposal;

13.5 reject all Proposals, if it so decides;

13.6 withdraw the RFP on good cause shown; including if PFMA or final Transnet Board approval is not

granted;

13.7 award a contract in connection with this Proposal at any time after the RFP's closing date;

13.8 award a contract for only a portion of the proposed Goods which are reflected in the scope of this

RFP;

13.9 split the award of the contract between more than one Supplier;

13.10 make no award of a contract; or
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13.11 exercise options during the acquisition programme, for example to suspend, postpone or terminate

the acquisition of locomotives. Transnet reserves the right to invoke such suspension, postponement

or termination and this will be indicated in the supply agreement.

In addition, Transnet reserves the right to exclude any Respondent from the bidding process who has been

found guilty of a serious breach of law during the preceding 5 [five] years, including but not limited to

breaches of the Competition Act 89 of 1998. Respondents are required to indicate in Section 11 [Breach of

Law] whether or not they have been found guilty of a serious breach of law during the past 5 [five] years.

This RFP contains the key, indicative commercial, technical and legal terms on which Transnet proposes to

purchase the Locomotives contemplated in this RFP. The decision by Transnet to award the RFP to a bidder

through its internal processes and governance structures and any commitment from Transnet is, in each

case, subject to and will only be completed upon the signing of a set of mutually satisfactory procurement

agreements between the parties (substantially in the form of the draft supply contract referred to in Section

9 of this RFP, which will be made available during the tender process). In the absence of such signed

agreements, Transnet will not be bound by an interim step in the process [including but not limited to a

decision by its approval body to appoint a bidder as the preferred bidder or to award such RFP to a specific

bidder, as the case may be].

Kindly note that Transnet will not reimburse any Respondent for any preparatory costs or other work

performed in connection with this Proposal, whether or not the Respondent is awarded a contract.

13. PUBLIC FINANCE MANAGEMENT ACT (PFMA)

In terms of section 54(2){d) of the PFMA, Transnet must obtain Ministerial approval for the acquisition of a

significant asset before proceeding with the acquisition and as such this acquisition is subject to PFMA

approval. Furthermore this acquisition is subject to final approval being granted by the Transnet Board of

Directors.

14. LEGAL REVIEW

A Proposal submitted by a Respondent will be subjected to review and acceptance or rejection of its

proposed contractual terms and conditions by Transnet's Legal Counsel, prior to consideration for an award

of business.

Respondents are to complete this section:

NAME OF RESPONDENT

PHYSICAL ADDRESS
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Respondent's contact person

Name

Designation

Telephone

Cell Phone

Facsimile

Email

Website

Transnet urges its clients, suppliers and the general public

to report any fraud or corruption on the part of Transnet employees to

TIP-OFFS ANONYMOUS: + 27 800 003 056
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RFP FOR THE SUPPLY OF

465 NEW DIESEL LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB)

Section 2 : BACKGROUND, OVERVIEW AND SCOPE OF REQUIREMENTS

1 . BACKGROUND

The South African railway network is operated by TFR which is an Operating Division of Transnet SOC Ltd, a

State Owned Company [SOC].

Estimates show that Transnet has a shortage of GFB type Diesel locomotives. In addition to this shortage,

Transnet intends to increase traffic through the main corridors within the next 7 [seven] years.

TFR wishes to significantly modernise and upgrade its current fleet of Diesel locomotives. These

locomotives, many of which have seen nearly 30 [thirty] years of service, cannot guarantee the degree of

reliability and availability needed to provide the level of customer service TFR is aspiring to deliver. Much of

this fleet is therefore in need of replacement.

In addition, recent investment in the railway infrastructure in South Africa and improvements in operating

efficiency has meant that the volume of freight traffic being carried by TFR has increased considerably and

this trend is likely to continue into the medium and longer term.

2. EXECUTIVE OVERVIEW

Transnet is seeking a Supplier(s) to provide solutions for its Operations Divisions. It also seeks to improve its

current processes for providing these Goods to its end user community throughout its locations.

The selected Supplier(s) will share in the mission and business objectives of Transnet. These mutual goals

will be achieved by meeting contract requirements and new challenges in an environment of teamwork, joint

participation, flexibility, innovation and open communications. In this spirit of collaboration, Transnet and its

Supplier(s) will study the current ways they do business to enhance current practices and support processes

and systems. Such a relationship will allow Transnet to reach higher levels of quality, service and

profitability.

Specifically, Transnet seeks to benefit from this Supplier(s) in the following ways:

2.1 Transnet must receive reduced cost of acquisition and improved service benefits resulting from the

Supplier's economies of scale and streamlined service processes.

2.2 Transnet must achieve appropriate availability that meets user needs while reducing costs for both

Transnet and the chosen Supplier(s).

2.3 Transnet must receive proactive improvements from the Supplier with respect to supply of Goods and

related processes.

2.4 Transnet's overall competitive advantage must be strengthened by the chosen Supplier's leading edge

technology and service delivery systems.
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2.5 Transnet's end users must be able to rely on the chosen Supplier's personnel for service enquiries,

recommendations and substitutions.

2.6 Transnet must reduce costs by streamlining its acquisition of goods, including managed service

processes on a Group basis.

2.7 Transnet is committed to adhere to the following processes and objectives:

2.7.1 To ensure the bidding process is fair and transparent

2.7.2 To identify suppliers with whom TFR can collaborate, to ensure value for money and

compliance with Transnet's support for the government's New Growth Plan [NGP], IPAP

II and related government objectives

2.7.3 Transnet is committed to obtaining significant socio-economic objectives in addition to

value for money and security of supply. In light of this TFR seeks to appoint a supplier

who can commit to delivering on the governments objectives (NGP & IPAPII), which

include;

* Industrialisation

s Localisation

s The creation of jobs

^ The transfer of technical skills, IP and knowhow of the South African industry

s Increasing the capability and capacity of the South African rolling stock

industry

^ Reducing capital leakage

^ Increase South Africa's exports

•s The integration of South African suppliers into the locomotive OEM's global

supply chains

2.7.4 To allow for the long term maintenance of the Locomotives, post warranty period, by

requiring the Supplier(s) to commit to transferring such related skills to Transnet and

South African companies.

3. SCOPE OF REQUIREMENTS

This RFP is issued for the acquisition of 465 [four hundred and sixty-five] Diesel Locomotives [the

Locomotives], to be delivered and fully operational according to the specification provided. We are therefore

requesting Respondents to provide their best solution to meet the aggressive delivery schedule required for the

Locomotives as set out in paragraph 3.1 below. Detailed specifications are attached as Annexure K.

In alignment with the requirements of the NGP to reduce the carbon intensity of the economy, Respondents

are required to provide a plan on how Transnet can contribute to reducing the effects of climate change

through these Locomotives. This plan should include improvements such as, but not limited to, increased

energy efficiency of the Locomotives, and the manner in which the Respondents will develop the local

supplier industry for greener technologies.

In addition to the above requirements, please provide the following information:

Respondent's Signature Date & Company Stamp0078-0969-0001-0315

TRANSNET-REF-BUNDLE-04621



RFP No. TFRAC-HO-3609 Page 18 of 59
312

Ref

1

2

3

4

5

6

7

8

Questionnaire

Do you participate in the Investor Carbon Disclosure Project
[CDP]?

If you participate in the CDP what are your current
scores/ratings?

Does your Locomotive design accommodate Biofuel drop-in?

If your response to 3 above is positive, please indicate the %
of Biofuel drop-in.

Can your Locomotive be retrofitted for Biofuel drop-in?

What would be the cost of such a retrofit?

Does your company have a documented process for the
decommissioning and recycling of a locomotive at the end of
its lifespan?

Which of the following methods does your company employ
to drive emission reduction in your locomotive products:

• Compliance to regulatory requirements/standards

• Dedicated budget for energy efficiency

• Dedicated budget for low carbon R&D

• Dedicated budget for other emission reduction
activities

• Other [specify]

Response: I f yes, provide

details

3.1 7-Year GFB Locomotive Delivery Schedule

New GFB Diesel Locomotive Plan

Delivery
Periods

Quantity of
Locomotive

2013/H

100

2014/15

100

2015/16

100

2016/17

100

2017/18

65

Total

465

Transnet requires flexibility in exercising options for the acquisition of the Locomotives. These options may

include suspending or postponing the delivery of the Locomotives until a later date or changing quantities.

Transnet however does not expect to pay a price premium should it exercise any of these options.

Transnet reserves the right to terminate the Locomotive acquisition programme or any part thereof at any

stage during the seven year period should circumstances so dictate. Therefore, Transnet is not obliged to

acquire the full amount of 465 Locomotives. Bidders are therefore required to provide 'Break-pricing' for

each of the stages indicated below, should Transnet decide to terminate the acquisition process at any of

these stages.
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DELIVERY SCHEDULE IN BATCHES

Delivery Periods 2013/14 2014/15 2015/16 2016/17 2017/18

Total number of

Locomotive in Batches

Pricing per Locomotive

100

100

100

100

200

100

100

100

300

100

100

100

100

400

65

100

100

100

100

465

Guiding Principles

The Respondents are to take the following guiding principles in consideration when compiling their

Proposals:

a) Proposals must be strictly in accordance with the technical specification provided.

b) Maximum standardisation is required of all sub-systems irrespective of the type of proposed

Locomotives. By implication, a common source of supply is preferred but shall be evaluated on a

cost to TFR basis.

c) A long term [life of the fleet] localised service commitment from the successful Respondent is

required-

i. during the warranty and defect liability period [DLP], except for consumables. During the

warranty and defect liability period [DLP] the supplier must ensure that critical spares

are available in the country and transported to site when required.

ii. for continuous technological upgrades to constantly reduce costs and increase

efficiencies. The design philosophy must thus cater for future technological changes;

iii. for the development of and continuous adjustments to the maintenance plans to

guarantee the performance requirements and thereby reduce costs; and

iv. for continuous specialised training (operating (Drivers) as wells as Technical personnel)

as required by Transnet.

3.2 Specifications

Annexure K attached herewith outlines TFR's desired outcomes required from the Locomotives and

standardised technical requirements. These specifications and the additional worksheets are designed to

assist the Respondents in choosing the best overall solution that will meet TFR's needs.

All responses must be fully substantiated in the relevant Technical bid responses (Annexure K).

Alternative Proposals

TFR recognises that Respondents may feel able to deliver a better overall solution that meets TFR's

objectives without meeting all of the essential requirements. Failure to meet an essential requirement

therefore may not lead to a Proposal being deemed non-compliant and being rejected, provided that a
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satisfactory alternative that meets all mandatory requirements and which provides a satisfactory

alternative to the essential requirements is provided. Respondents should note that a failure to meet an

essential requirement, without providing a satisfactory alternative, will attract a negative score in the

evaluation process. Conversely, exceeding an essential requirement will attract a positive score during

evaluation.

3.3 Instructions for Completion of Specification Schedule [Annexure H]

• Do not add extra columns and/or rows in the spreadsheet.

• Do not change the clause wording.

• If fully compliant please use the words "Full Compliance" under the compliance level column.

• If partially compliant please use the words "Partial Compliance" under the compliance level

column.

If not compliant please use the words "Non-compliance" under the compliance level column.

• For all instances where the response is "Non-compliance", please provide comments.

• If there is a feature of the proposed solution that is not listed in the spread sheet, please

provide separate details and potential benefits to TFR of such feature being proposed.

4. GENERAL INFORMATION

4.1 The Supplier(s) shall be fully responsible to Transnet for the acts and omissions of persons directly or

indirectly employed by them.

4.2 The Supplier(s) must provide the information requested and comply with the requirements stated in

this RFP.

5. MANUFACTURERS

The Respondents must state hereunder the actual manufacturer(s) of the components tendered for:

5.1. LOCAL MANUFACTURER(S):

DESCRIPTION NAME ADDRESS [IN FULL]

5.2. FOREIGN MANUFACTURER(S):

DESCRIPTION NAME ADDRESS [IN FULL]

Respondents should attach a separate annexure containing this information, should it be required.
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6.

7.

INSPECTION DETAILS

The Respondents must state the actual name(s) and address/addresses of the suppliers of the Locomotive

components for inspection purposes only:

6.1. LOCAL MANUFACTURER(S):

DESCRIPTION OF
COMPONENT NAME ADDRESS [IN FULL]

6.2. FOREIGN MANUFACTURER(S):

DESCRIPTION OF
COMPONENT NAME ADDRESS [IN FULL]

IMPORTED CONTENT

The Respondents must state hereunder the value and percentage of the imported content as well as the

country of origin in respect of each Locomotive component to be imported:

DESCRIPTION. VALUE %
COST

COUNTRY OF
ORIGIN

CURRENCY TARIFF
HEADING

Note: Where more than one country is applicable to one item, the Respondents must furnish this information

separately.

8. EXCHANGE AND REMITTANCE

The attention of the Respondents is directed to clause 16 [Exchange and Remittance] of the General Bid

Conditions appended hereto. The Respondent is also to note that the particulars of the exchange rate on

which the Respondent has based its tendered price(s), is/are to be stipulated hereunder.

8.1. ZAR [South African currency] being equal to [foreign currency]

8.2. ZAR [South African currency] being equal to [foreign currency]

8.3. ZAR [South African currency] being equal to [foreign currency]

8.4. ZAR [South African currency] being equal to [foreign currency]

8.5. ZAR [South African currency] being equal to [foreign currency]

8.6. % in relation to tendered price(s) to be remitted overseas by Transnet

8.7. [Name of country to which payment is to be made]

8.8. Beneficiary details:
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8.9. Name [Account holder]

Bank [Name and branch code]

Swift code

Country

8.10. [Applicable base date of Exchange Rote used]

Transnet prefers fixed prices and receiving prices in Rand

9. EXPORT CREDIT AGENCY SUPPORTED FINANCE

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 Export Credit

Agency. Under such circumstances the successful Respondent undertakes:

9.1. 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 services, which are eligible for ECA credit supported finance by an Export Credit Agency, is

generally required to provide for the purposes of obtaining ECA support;

9.2. 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 Export Credit Agency 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.

Transnet reserves the right to make use of any other source of funding.

10. NATIONAL RAILWAY SAFETY REGULATOR ACT

In compliance with the National Railway Safety Regulator Act, 16 of 2002, the successful Respondent [the

Supplier] shall ensure that the Goods to be supplied to Transnet, under the terms and conditions of a

contract between the parties, comply fully with the specifications as set forth in Section 15 [Specifications

and Drawings] and Annexure K [Specifications] of this RFP, and shall thereby adhere to railway safety

requirements and/or regulations [as applicable]. Permission for the engagement of a subcontractor by the

Supplier, as applicable, both initially and during the course of a contract, shall be subject to a review of the

capability of the proposed subcontractor to comply with the specified railway safety requirements and/or

regulations. The Supplier and/or its subcontractor shall grant Transnet access, during the term of the

contract, to review any safety-related activities, including the coordination of such activities across all parts

of the organisation of the supplier.

Accepted:

YES NO

11. SERVICE LEVELS

11.1. An experienced national account representative(s) is required to work with Transnet's

sourcing/procurement department. [No sales representatives are needed for individual
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department/locations]. Additionally, there shall be a minimal number of people, fully informed and

accountable for the contract.

11.2. Transnet will have quarterly reviews with the Supplier's account representative on an on-going basis.

11.3. Transnet reserves the right to request that any member of the Supplier's team involved on the

Transnet account be replaced if deemed not to be adding value for Transnet.

11.4. Transnet expects a minimum availability on the Locomotives of 95% and a maximum of 10 faults per

million kilometres for the locomotive fleet

11.5. The Supplier must provide a telephone number for customer service calls.

11.6. Failure of the Supplier to comply with stated service level requirements will give Transnet the right to

cancel the contract in whole, without penalty to Transnet, giving 60 [sixty] days' notice to the

Supplier.

11.7. Supplier development and Local Content reports to be submitted on a monthly basis, subject to

independent review.

Transnet reserves the right to conduct amongst others compliance audits with a view to monitor

compliance with all aspects of this tender and any subsequent agreement. In addition, the Department

of Trade and Industry (DTI) may also conduct compliance audits to ascertain the authenticity of

declarations made in terms of, amongst others, local content.

Acceptance of Service Levels:

YES NO

12. CONTINUOUS IMPROVEMENT INITIATIVES

12.1. Respondents shall indicate whether they would be committed, for the duration of any contract which

may be awarded through this RFP process, to participate with Transnet in its continuous improvement

initiatives to reduce the overall cost of transportation services and related logistics provided by

Transnet's Operating Divisions within South Africa, to the ultimate benefit of all end-users.

Accepted:

YES NO

If "yes", please specify details in paragraph 12.2 below.

12.2. Respondents must briefly describe their commitment to the continuous improvement initiatives and

give examples of specific areas and strategies where cost reduction initiatives can be introduced.

Specific areas and proposed potential savings percentages should be included. Additional information

can be appended to the Respondent's Proposal if there is insufficient space available.

Respondent's Signature Date & Company Stamp0078-0969-0001-0321

TRANSNET-REF-BUNDLE-04627



RFP No. TFRAC-HO-S609 Paae 24 of 59
318

13. RISK

Respondents must elaborate on the control measures put in place by their entity, which would mitigate the

risk to Transnet pertaining to potential non-performance by a Supplier, in relation to:

13.1. Quality and specification of Goods delivered:

13.2. Continuity of supply (refer to supplier agreement):

13.3. Compliance with the Occupational Health and Safety Act, 85 of 1993:

13.4. Compliance with the National Railway Safety Regulator Act, 16 of 2002 [refer paragraph 10

above]:

14. REFERENCES

Please indicate below the company names and contact details of existing customers whom Transnet may

contact to seek third party evaluations of your current service levels:

NAME OF COMPANY CONTACT PERSON TELEPHONE

15. EVALUATION METHODOLOGY AND CRITERIA

This section will be addressed in subsequent parts of the RFP issued at the next stage.
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RFP FOR THE SUPPLY OF

465 NEW DIESEL LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB)

Section 3: FINANCIAL OFFER & OTHER PERTINENT INFORMATION

1. FINANCIAL OFFER

1.1. Locomotives must be on a delivered price basis in accordance with INCOTERMS 2010, Delivered Duty Paid

to Nominated South African Destination (DDP) as per the draft Supply Agreement which will be made

available during the tender process. RFP's for supply on any other basis of delivery will be disqualified. The

delivery schedule provided by the Respondent must be inclusive of all non-working days or holidays, and of

periods occupied in commissioning and formal acceptance of the Locomotives.

Respondents should note that Transnet's preferred payment currency would be South African Rand.

However, where the supplier has approval from SARB to receive payments in foreign currency, it is

Transnefs policy not to pay VAT in foreign currency."

1.2. Transnet is anticipating a milestone payment structure as follows:

First batch: Advance Payment of ZAR 200m payable on accepted delivery schedule and the acceptable

APG being provided. Balance of payment will be made on successful acceptance testing, subject to

retentions.

Subsequent batches: payment will be made on successful acceptance testing, subject to retentions.

The Respondent will be required to secure an Advanced Payment Guarantee (APG) and Parent Company

Guarantee before each remittance and delivery. The costs for the establishment of the APG and Parent

Company Guarantee will be for the account of the Supplier. All guarantees will be on demand. The issuer of

the Advance Payment Guarantee must have at least a long term credit rating of A- (Fitch or equivalent) and

the issuer should be pre-agreed with Transnet. Should the minimum credit rating of the Issuer of the APG

drop below the stipulated minimum requirement before expiry, the Supplier will have to replace the APG at

own cost with an issuer that meets the minimum rating criteria. Transnet will require that the successful

Respondent [the Supplier] posts an "on-demand" Performance Bond(s) [on terms satisfactory to Transnet

and for such amount as Transnet may agree] covering (i) the obligations of the Supplier in relation to the

agreed "in-service" availability and reliability targets of the Locomotives and (ii) the Supplier's obligations in

relation to its Supplier Development commitments [as provided in its SD Plan], and (iii) its green economy

commitments. Transnet may require the Supplier to provide one or more Performance Bonds in respect of

the above commitments.

1.3. Transnet requires that the Respondent provides an outline of performance guarantees [e.g. penalties] for

the following events:

(i) Pre-production delays

(ii) Post-production / shipment delays

(iii) Performance (Reliability / Availability)

(iv) Defect Liability

(v) Availability of Spares

(vi) Breach and Termination [100% cover]

(vii) Loss of Profit penalties for unreasonable lengthy delays
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1.4. The Respondent should note that where a portion of the contract or order value is to be remitted overseas,

TFR shall, if requested to do so by the Supplier, effect payment overseas direct to the principal or Supplier

of such percentage of the contract or order value as may be stipulated by the Respondent in its RFP

Documents. Transnot requires that the Respondent provide the following:

(i) The manner in which the Respondent will address the risk of future movements in exchange rates,

including a description of any exchange rate hedging strategy to provide a fixed range price to

Transnet.

(ii) All exchange rates included should be readily verifiable by TFR. The Respondent should identify the

source information used in determining each projected exchange rate [which must be publicly

available].

(iii) Respondents must separately disclose the cost of any hedges included in the price offered.

Transnet SOC Ltd would prefer an overall RAND based contract that includes the locally based

components/work as well as the imported content. The Supplier must show particulars of

amounts/currencies and exchange rates used in respect of the imported portion in calculating the

overall tender price in RAND. If contract is awarded to the Supplier, the Supplier must submit a foreign

exchange rate risk hedging quotation to Transnet SOC Ltd for acceptance before the contractor

considers entering into any exchange hedging contracts. Once the cost of hedging is accepted and

agreed by Transnet SOC Ltd, the cost of hedging shall be treated as a compensation event (Variation

Order) and shall be for Transnet's account.

Once agreement has been reached on the fixed Rand price in respect of the foreign content as

explained above, the Supplier has the sole responsibility for the implementation and management of

the foreign exchange hedging contracts for the purpose of providing protection against the currency

exposure assumed by the Supplier under this agreement to fluctuations in exchange rate movements.

Transnet SOC Ltd has no liability, financial and or otherwise, to the Supplier or any other person under

or in connection with the Hedging Contracts.

The Supplier has made its own independent appraisal of all risks arising under or in connection with the

Hedging Contracts and has not relied on any information provided to it by Transnet SOC Ltd to hedge

the exchange rate risk exposure.

Only if no agreement can be reached on the cost of hedging with the Supplier, Transnet SOC Ltd

will consider entering into a multi-currency agreement.

1.5. In developing an optimal value for money solution, TFR will entertain a financing solution proposal from the

Respondent. The Respondent may provide a description of any alternate finance solution noting the

potential value for money benefits.

1.6. TFR develops and uses simulators at its School of Rail and at other geographical locations in South Africa.

a. These simulators will be designed to be exact replicas of the Locomotive cabins in the Locomotives that will

be supplied by the successful Bidder. TFR appoints external companies to develop the various components

that make up the simulator, such as the hardware and the software components. In order to do this, the
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b.

external companies require information about every aspect of the locomotive being supplied, including but

not limited to technical information, drawings, and characteristics of the locomotives in different operating

conditions. This is in order to develop a simulator that simulates the locomotive supplied as far as is

technologically possible and physically capable of being simulated.

It shall be a legally binding obligation of the successful Bidder to co-operate with and assist the simulator

development companies appointed by TFR to develop the simulators by providing the necessary

documentary information relating to the Locomotive to them, its professional expert's time to advise on the

various stages of development and whether the simulations developed are suited to the Locomotives being

supplied, and any other assistance that may be required to develop the simulator. This shall be at no extra

charge to TFR, except where travelling and subsistence are required. TFR shall bear the costs of these in

terms of its prevailing internal policies and rates allowed for such travelling and subsistence. The

successful Bidder shall provide all intellectual property that it has provided to TFR, to the simulator

developers for the purposes of developing the required simulator.

The costs of acquiring the software required for train driver training simulators must be quoted for

separately or as a value add (at no charge to TFR).

1.7. Transnet requires flexibility in exercising options for the acquisition of the Locomotives. These options

may include suspending or postponing the delivery of the Locomotives until a later date or changing

quantities. Transnet however does not expect to pay a price premium should it exercise any of these

options.

1.8. Transnet reserves the right to terminate the Locomotive acquisition programme at any stage or any part

thereof during the seven year period should circumstances so dictate. Therefore, Transnet is not

obliged to acquire the full amount of 465 Locomotives. Bidders are therefore required to provide 'Break-

pricing' for each of the stages indicated below, should Transnet decide to terminate the acquisition

process at any of these stages.

DELIVERY SCHEDULE IN BATCHES

Delivery Periods 2013/14 2014/15 2015/16 2016/17 2017/18

Total number of

Locomotive in Batches

Pricing per Locomotive

100

100

100

100

200

100

100

100

300

100

100

100

100

65

100

100

100

100

465
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2. GENERAL

TFR a division of Transnet SOC Ltd must procure locomotives to meet its obligations with regards to increased

demand for rail traffic services.

This section gives an overview of the financial requirements in order to enable TFR to perform a rigorous financial

assessment of the various Respondents' capabilities. Respondents are required to provide all the information set

out in Sections A, B, C and D below. Should any information not be provided, it will lead to the Respondent's

disqualification.

2.1 Instructions to the Respondents

• Complete the following document [Section A, B and C] to the best of your ability

• Cross reference all pertinent attachments

• Have the documents certified as true and accurate by your auditors

• Return with the bid documents

2.2 Financing and Level of Commitment

(i) Respondents should be aware that due to the administrative and cost burden of advance payment

guarantees [APGs], TFR would prefer a payment schedule that is aligned to clause 1.2 above. Thus

Respondents should provide for receipt of payment only on acceptance, with concomitant retentions

in favour of TFR, including performance bonds and warranty provisions.

(ii) Should a separate entity, a Special Purpose Vehicle [SPV], be formed to execute the project, then

such duties and obligations which would normally be incurred by the parent companies will become

the onus of the SPV. In view of this it is imperative that the SPV's financial strength and viability be

demonstrated through a rigorous completion of the information in the tables below as would be done

for the parent companies.

2.3 Procurement price risk

Respondents will be required to price in line with the following options:

• Fixed pricing

• Escalation based pricing.

• Indexation formulas used in pricing calculations

Note that TFR prefers a fixed price contract

SECTION 3-A: General

The following information is required to be supplied by all Respondents. Where the response is too large for the space

provided, the table can be allowed to flow over to the next page or referenced attachments can be provided.

General Information:

1.1

1.2

1.3

Contractors Name

Registration Number

Physical Address
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83323?

1.4

1.5

1.6

1.7

1.8

1.9

1.10

1.11

1.12

1.13

1.14

1.15

Postal Address

Telephone Number(s)

Telefax Number

E-mail Address

Web Page

Years in Business

Shareholders Details

Company Structure [e.g. Holding Co. with subsidiaries

etc.]

Organogram

CV's of Key Staff

Business & Marketing Strategy

Vat Number

2 Facilities/Equipment/Software-indicate Owned or Leased:

2.1

2.2

2.3

2.4

2.5

2.6

Offices

Premises

Landlord

Computer Equipment

Standard Software

Customised Software

3 Financial:

3.1

3.2

3.3

3.4

3.5

3.6

3.7

3.8

3.9

3.10

3.11

Bank

Address

Contact Person

Permission for Bank Reference

Aggregate Turnover last Three Years

Annual Reports Available for Review

Auditors

Factor Accounts

Debtors Book

Bank Overdraft

Present Borrowings
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3.12

3.13

3.14

3.15

3.16

3.17

Assets

Liabilities

Contingent Liabilities

Legal Disputes

Insurance

Professional Indemnity
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SECTION 3-B: Measures

Respondents are required to complete the following table with the information requested. All information is

compulsory and any information not provided will result in the Respondent being excluded from the process. The

necessary supporting documentation must be cross referenced to the second column below

(a) Pertinent Financial Information:

1. All Respondents must provide all audited financial statements for the last three years
and for any quarters subsequent to that, to enable TFR to run typical financial ratios
and analyses

2. Total revenue generated by Transnet business for each of the last three years

3. List names and revenue generated by your top 5 customers for each of the last three
years

4. A copy of your latest rating report

(b) Insurance:

Respondents should ensure transparency. Respondents are required to provide detailed insurance premium
calculations and full details of associated project insurance related costs [e.g. insurance "risk contingencies"].

Respondents must include in their Proposal -

1. A mark-up of the insurance arrangements in the SLA clearly identifying where:

a. there will be full compliance with TFR's insurance requirements

b. the Bidder proposes alternative solutions to satisfy TFR's requirements

c. there are points of clarification required

2. Completed Insurance Cost and Technical Proforma.

3. A letter from the Bidder's Insurance adviser stating that the insurance arrangements are
achievable on the terms and prices included in the Respondents Proposal.

During post tender negotiations these rates will be compared to rates available to TFR and the Respondent will be
requested to utilise the TFR facility should the rates prove to be more advantageous.

(c) Taxation

Respondents must include in their Proposal -
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1. Advice from a specialist taxation advisor regarding the taxation implications of the proposal
supported by adequate opinions and relevant precedents; especially with regards to VAT
and tax consequences of the proposed funding structure. The amendment was made in
order to eliminate the duplication in respect of the definition of Value-Added Tax, as it is
defined in page 4 under the list of acronyms.

2. Strategy for obtaining the tax rulings required under the Import/Export Agreements if any;

3. Strategy for minimising the customs duty burden associated with the importation of
components, parts or locomotives. TFR will not be responsible for the payment of any
duties incurred by the preferred bidder, as the onus is on the preferred bidder, in respect
of goods that qualify for rebate of Customs duty and/or are subject to 0% duty." The
amendment is made in order to correct the previous statement which provides that
Transnet will not be liable for payment of any duty in respect of the importation of the
locomotives (complete locomotives are imported duty free), since no complete locomotives
will be imported due to the localisation. As a result, duty will be payable by the supplier in
respect of the importation of components and parts, however the supplier is required to
utilise the rebate provision 317.12 and for those items not falling under the rebate i.e.
items attracting duties, the duty will already be included in the price (DDP)

4. Setting up a bonded warehouse for spares and a rebate store for the manufacturing of
locomotives". The amendment is made in order to highlight that a rebate store for the
manufacturing of locomotives is also required in order to minimise customs duty liability.
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SECTION 3-C: Cash Flow Prediction and Retentions Offered

(i) The anticipated cash flow based on proposed contract price, delivery and final acceptance date to be
given below.

i

The cash flow prediction shall in no way affect the terms of payment as stated elsewhere in this RFP

document.

(ii) Retention Amounts Offered,
from

_%, for period months
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SECTION 3-D: Financial Projections

Financial model inputs & outputs

t r 1 . : . I .*.'- ' 11 ,'.' '.'- " ' • ',*- t - *• ' " . ' i

As a minimum the financial models must include:

(i) Investment data:

1. A monthly locomotive delivery and acceptance schedule [please use the spread
sheet provided, Annexure F]

2. Analysis of bid costs [including professional fees] [please use the spread sheet
provided, Annexure F]

3. Capital and operating cost assumptions [please use the spread sheet provided,
Annexure FJ

4. All and any assumptions [please use the spread sheet provided, Annexure F]

5. Non time based assumptions including financing costs, working capital, tax and
accounting assumptions [please use the spread sheet provided, Annexure F]

6. The following nominal cash flows must be included [please use the spread
sheet provided, Annexure F]:

a. Capital acquisition cost(separated into:

• Base price ["off the shelf"]

• Optional prices(to cater for functionalities not offered as part of
base product)

b. Maintenance cost [broken into constituent costs per intervention, e.g.
labour, parts] based upon 14 million GTK's per month

c. Engineering support cost

d. Special tooling requirements

e. Capital spares

f. Consumables

g. Energy costs (based upon 14 million GTK's per month and an
electricity costs of 60 cents per kilowatt hour); and

h. Any other relevant cost

7. Fuel efficiency rates to be provided based on 14 million GTK's per month.
Sensitivity to be provided based on varying work rate [notches 1-10
whichever applicable] and tonnages hauled. [Please use the spreadsheet
provided, Annexure F]

8. Escalation formula used, where applicable to the operating costs (deviations
from the requested South Africa Consumer Price Index (CPI) June 2012 5.5%
+ 2%, and the reason therefore must be fully explained)
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RFP FOR THE SUPPLY OF

465 NEW DIESEL LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB)

Section 4 : PROPOSAL FORM

I/We.

[name of entity, company, dose corporation or partnership]

of [full address]

carrying on business under style or title of [trading as].

represented by

in my capacity as

being duly authorised thereto by a Resolution of the Board of Directors or Members or Certificate of Partners, as the

case may be, dated a certified copy of which is annexed hereto, hereby offer

to supply the above-mentioned Goods at the prices quoted in the schedule of prices in accordance with the terms

set forth in the accompanying letter(s) reference and dated

[if any] and the documents listed in the accompanying schedule of RFP documents.

I/We agree to be bound by those conditions in Transnet's:

(i) Draft Supply Agreement

(ii) General Bid Conditions - Goods; and

(iii) any other standard or special conditions mentioned and/or embodied in this Request for Proposal.

I/We accept that unless Transnet should otherwise decide and so inform me/us in the letter of award, this Proposal

[and, if any, its covering letter and any subsequent exchange of correspondence], together with Transnet's

acceptance thereof shall constitute a binding contract between Transnet and me/us.

Should Transnet decide that a formal contract should be signed and so inform me/us in a letter of intent [the

Letter of Intent], this Proposal [and, if any, its covering letter and any subsequent exchange of correspondence]

together with Transnet's Letter of Intent, shall constitute a binding contract between Transnet and me/us until the

formal contract is signed.

I/We further agree that if, after I/we have been notified of the acceptance of my/our Proposal, I/we fail to enter

into a formal contract if called upon to do so, Transnet may, without prejudice to any other legal remedy which it

may have, recover from me/us any expense to which it may have been put in calling for Proposals afresh and/or

having to accept any less favourable Proposal.

I/We accept that any contract resulting from this offer will be for a period of 7 [seven] years only; and agree to a

penalty clause to be negotiated with Transnet, which will allow Transnet to invoke a penalty [details to be

negotiated] against us should the delivery of the Goods be delayed due to no n-perform a nee by ourselves.

The law of the Republic of South Africa shall govern any contract created by the acceptance of this RFP. The

domicilium citandi et executandi shall be a place in the Republic of South Africa to be specified by the Respondent

hereunder, at which all legal documents may be served on the Respondent who shall agree to submit to the
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jurisdiction of the courts of the Republic of South Africa. Foreign Respondents shall, therefore, state hereunder the

name of their authorised representative in the Republic of South Africa who has the power of attorney to sign any

contract which may have to be entered into in the event of their Proposal being accepted and to act on their behalf

in all matters relating to such contract.

Respondent to indicate the details of its domicilium citandi et executandi hereunder:

Name of Entity:

Facsimile:

Address:

NOTIFICATION OF AWARD OF RFP

As soon as possible after approval to award the contract(s), the successful Respondent [the Supplier] will be

informed of the acceptance of its Proposal. Unsuccessful Respondents will be advised in writing of the name of the

successful Supplier and the reason as to why their Proposals have been unsuccessful, for example, in the category

of price, delivery period, quality, B-BBEE status or for any other reason.

BID VALIDITY PERIOD

Transnet requires bid validity until 29 April 2013 against this RFP.

NAME(S) AND ADDRESS / ADDRESSES OF DIRECTOR(S) OR MEMBER(S)

The Respondent must disclose hereunder the full name(s) and address(s) of the director(s) or members of the

company or close corporation [C.C.] on whose behalf the RFP is submitted.

Registration number of company / C.C.

Registered name of company / C.C.

Full name(s) of director/member(s) Address/Addresses ID Number(s)

CONFIDENTIALITY

All information related to a subsequent contract, both during and after completion, is to be treated with strict

confidence. Should the need however arise to divulge any information gleaned from provision of the Goods, which is

either directly or indirectly related to Transnet's business, written approval to divulge such information must be

obtained from Transnet.

DISCLOSURE OF PRICES TENDERED

Respondents must indicate here whether Transnet may disclose their tendered prices and conditions to other

Respondents:

Respondent's Signature Date & Company Stamp0078-0969-0001-0334

TRANSNET-REF-BUNDLE-04640



RFP No. TFRAC-HO-8609 Page 37 of 59
331

YES NO

RETURNABLE DOCUMENTS AND SCHEDULES

Mandatory returnable documents and schedules:

Respondents are required to submit the following returnable documents and schedules with their responses. All

Sections, as indicated in the footer of each page, must be signed, stamped and dated by the Respondent:

RETURNABLE DOCUMENTS & SCHEDULES

SECTION 1 : Notice to Bidders

ANNEXURE C: Local Content Declaration: Summary Schedule

ANNEXURE D: Imported Content Declaration: Supporting Schedule

To Annexure C

ANNEXURE E: Local Content Declaration: Supporting Schedule To

Annexure C

SECTION 2 : Background, Overview and Scope of Requirements

ANNEXURE K : Locomotive Specifications

SECTION 3 : Financial Offer & Other Pertinent Information

ANNEXURE F : Financial Total Cost of Ownership (TCO) Model

SECTION 4 : Proposal Form

SECTION 6 : Signing Power - Resolution of Board of Directors

SECTION 7 : Certificate of Acquaintance with RFP Documents

SECTION 8 : General Bid Conditions - Goods

ANNEXURE J - General Bid Conditions Goods

SECTION 9 : Certificate of Acquaintance with Draft Supply Agreement

SECTION 10 : RFP Declaration Form

SECTION 11 : Breach of Law

SECTION 13 : Supplier Code of Conduct

SECTION 14 : Certificate of attendance of Site Meeting / RFP Briefing

SECTION 15: Certificate of Acquaintance with Specifications and Drawings

SECTION 16 : Non-Disclosure Agreement

ANNEXURE H : Non-Disclosure Agreement

ANNEXURE B : Supplier Development Value Summary

SUBMITTED

(Yes/No)
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Failure to provide all the above-referenced mandatory returnable documents by the closing date will

result in a Respondent's disqualification. Bidders are therefore urged to ensure that all these

documents are returned with their Proposals.

Essential returnable documents and schedules

Respondents are required to submit the following returnable documents and schedules with their responses. All

Sections, as indicated in the footer of each page, must be signed, stamped and dated by the Respondent:

RETURNABLE DOCUMENTS & SCHEDULES

SECTION 5 : Vendor Application Form

- Original cancelled cheque or bank verification of banking details

- Certified copies of IDs of shareholder/directors/members [as applicable]

- Certified copy of Certificate of Incorporation [CM29/CM9 name change]

- Certified copy of share certificates [CK1/CK2 if CC]

- Entity's letterhead

- Original VALID Tax Clearance Certificate

- Certified copy of VALID VAT Registration Certificate [SA companies only]

- Certified copy of VALID Company Registration Certificate

- VALID B-BBEE Verification Certificate [Large Enterprises and QSEs]

- VALID B-BBEE Certificate from Auditor, Accounting Officer or SANAS accredited

verification agency [EMEs]

- Audited Financial Statements for previous 3 years

SUBMITTED

(Yes/No)

Failure to provide all the above-referenced essential returnable documents may result in a

Respondent's disqualification. Bidders are therefore urged to ensure that all these documents are

returned with their Proposals. Transnet in its sole discretion may afford Bidders a further opportunity

to submit these essential returnable documents.

CONTINUED VALIDITY OF RETURNABLE DOCUMENTS

The successful Respondent will be required to ensure the validity of all returnable documents, including but not

limited to its Tax Clearance Certificate and valid B-BBEE Verification Certificate, for the duration of any contract

emanating from this RFP. Should the Respondent be awarded the contract [the Agreement] and fail to present

Transnet with such renewals as and when they become due, Transnet shall be entitled, in addition to any other

rights and remedies that it may have in terms of the eventual Agreement, to terminate the Agreement forthwith

without any liability and without prejudice to any claims which Transnet may have for damages against the

Respondent.
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By signing the RFP documents, the Respondent is deemed to acknowledge that he/she has

made himself/herself thoroughly familiar with all the conditions governing this RFP, including

those contained in any printed form stated to form part hereof and Transnet SOC Ltd will

recognise no claim for relief based on an allegation that the Respondent overlooked any such

condition or failed properly to take it into account for the purpose of calculating tendered prices

or otherwise.

SIGNED at on this day of 2012

SIGNATURE OF WITNESSES ADDRESS OF WITNESSES

Name

Name

SIGNATURE OF RESPONDENT'S AUTHORISED REPRESENTATIVE:

NAME:

DESIGNATION:
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RFP FOR THE SUPPLY OF

465 NEW DIESEL LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB)

Section 5 : VENDOR APPLICATION FORM

Respondents are to furnish the following documentation and complete the Vendor Application Form below:

1. Original cancelled cheque OR letter from the Respondent's bank verifying banking details [with bank

stamp]

2. Certified copy of Identity Document(s) of Shareholders/Directors/Members [where applicable]

3. Certified copy of Certificate of Incorporation, CM29 / CM9 [name change]

4. Certified copy of Share Certificates [CK1/CK2 if CC]

5. A letter on the entity's letterhead confirm physical and postal addresses

6. Original valid SARS Tax Clearance Certificate and certified copy of VAT Registration Certificate [SA

companies only]

7. A signed letter from your auditor or accountant confirming most recent annual turnover figures

Note: No contract shall be awarded to any Respondent whose tax matters have not been declared

by SARS to be in order.

Entity's trading name

Entity's registered name

Entity's Registration Number or ID Number if a Sole Proprietor

Form of entity [V ] CC Trust Pty Ltd Limited Partnership Sole Proprietor

How many years has your entity
been in business?

VAT number [if registered]

Entity's telephone number

Entity's fax number

Entity's email address

Entity's website address

Bank name Branch & Branch code

Account holder Bank account number

Postal address
Code

Physical address
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Code

Contact person

Designation

Telephone

Email

Annual turnover range [last financial year]

Does your entity provide

Area of delivery

< R5 m

Products

National

Is your entity a public or private entity

Does your entity have a Tax Directive or IRP30 Certificate

Main product or services [e.g. Stationery/Consulting]

R5 - 35 m

Services

Provincial

Public

Yes

R35m

Both.

Local

Private

No

Complete B-BBEE Ownership Details:

% Black
ownership

% Black women
ownership

% Disabled Black ownership

NoDoes your entity have a B-BBEE certificate Yes

What is your B-BBEE status [Level 1 to 9 / Unknown]

How many personnel does the entity employ Permanent Part time

If you are an existing Vendor with Transnet please complete the following:

Transnet contact person

Contact number

Transnet Operating Division

Duly authorised to sign for and on behaif of Entity / Organisation:

Name

Signature

Designation

Date
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RFP FOR THE SUPPLY OF

465 NEW DIESEL LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB)

Section 6 : SIGNING POWER - RESOLUTION OF BOARD OF DIRECTORS

NAME OF ENTITY:

It was resolved at a meeting of the Board of Directors heid on that

FULL NAME(S) CAPACITY SIGNATURE

in his/her capacity as indicated above is/are hereby authorised to enter into, sign, execute and complete any

documents relating to Proposals and/or Agreements for the supply of Goods.

FULL NAME

SIGNATURE CHAIRMAN

FULL NAME

SIGNATURE SECRETARY

Respondent's Signature Date S. Company Stamp
0078-0969-0001-0340

TRANSNET-REF-BUNDLE-04646



337
RFP No. TFRAC-HO-8609 Page 43 of 59

RFP FOR THE SUPPLY OF

465 NEW DIESEL LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB)

Section 7 : CERTIFICATE OF ACQUAINTANCE WITH RFP DOCUMENTS

NAME OF ENTITY:

I/We

do hereby certify that I/we acquainted myself/ourselves with all the documentation comprising this RFP and

all conditions contained therein, as laid down by Transnet SOC Ltd for the carrying out of the proposed

supply/service/works for which I/we submitted my/our response.

I/We furthermore agree that Transnet SOC Ltd shall recognise no claim from me/us for relief based on an

allegation that I/we overlooked any RFP/contract condition or failed to take it into account for the purpose of

calculating my/our offered prices or otherwise.

SIGNED at on this day of 2012

SIGNATURE OF WITNESS SIGNATURE OF RESPONDENT

Respondent's Signature Date & Company Stamp

0078-0969-0001-0341
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Section 8 : GENERAL BID CONDITIONS - GOODS

Refer General Bid Conditions appended hereto

Respondent's Signature Date & Company Stamp
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Section 9

CERTIFICATE OF ACQUAINTANCE WITH DRAFT SUPPLY AGREEMENT

NAME OF ENTITY:

I/We

do hereby certify that I/we acquainted myself/ourselves with all the documentation comprising the Draft

Supply Agreement as received on [insert date] from Transnet SOC Ltd for the carrying out of the proposed

supply for which I/we submitted my/our response.

I/We furthermore agree that Transnet SOC Ltd shall recognise no claim from me/us for relief based on an

allegation that I/we overlooked any Terms and Conditions of Contract or failed to take it into account for the

purpose of calculating my/our offered prices or otherwise.

I/We confirm having been advised that a signed copy of this Schedule can be submitted in lieu of the entire

Section 9 (Draft Supply Agreement) as confirmation in terms of the Returnable Schedule.

SIGNED at on this day of 2012

SIGNATURE OF WITNESS SIGNATURE OF RESPONDENT

The Draft Supply Agreement

process

is

in

Note:

not included but will be

subsequent parts of the

issued

RFP

during the tender

Respondent's Signature Date & Company Stamp

0078-0969-0001-0343
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RFP FOR THE SUPPLY OF

465 NEW DIESEL LOCOMOTIVES FORTHE GENERAL FREIGHT BUSINESS (GFB)

Section 10 : RFP DECLARATION FORM

NAME OF ENTITY:

We do hereby certify that:

1. Transnet has supplied and we have received appropriate responses to any/all questions [as applicable] which

were submitted by ourselves for bid clarification purposes;

2. we have received all information we deemed necessary for the completion of this Request for Proposal

[RFP];

3. at no stage have we received additional information relating to the subject matter of this RFP from Transnet

sources, other than information formally received from the designated Transnet contact(s) as nominated in

the RFP documents;

4. we are satisfied, insofar as our entity is concerned, that the processes and procedures adopted by Transnet

in issuing this RFP and the requirements requested from bidders in responding to this RFP have been

conducted in a fair and transparent manner; and

5. furthermore, we declare that a family, business and/or social relationship exists / does not exist [delete as

applicable] between an owner / member / director / partner / shareholder of our entity and an employee or

board member of the Transnet Group.

If such a relationship exists, Respondent is to complete the following section:

FULL NAME OF OWNER/MEMBER/DIRECTOR/
PARTNER/SHAREHOLDER: ADDRESS:

Indicate nature of relationship with Transnet:

[Failure to furnish complete and accurate information in this regard may lead to the disqualification of a

response and may preclude a Respondent from doing future business with Transnet]

Respondent's Signature Date & Company Stamp

0078-0969-0001-0344
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6. We declare, to the extent that we are aware or become aware of any relationship between ourselves and

Transnet [other than any existing and appropriate business relationship with Transnet] which could unfairly

advantage our entity in the forthcoming adjudication process, we shall notify Transnet immediately in writing

of such circumstances.

7. We accept that any dispute pertaining to this bid will be resolved by an independent third-party appointed by

Transnet. This process must first be exhausted before judicial review of a decision is sought. [Refer

"Important Notice to Respondents"overleaf].

8. We further accept that Transnet reserves the right to reverse an award of business or decision based on the

recommendations of the third-party without having to follow a formal court process to have such award or

decision set aside.

SIGNED at on this day of. 2012

For and on behalf of

duly authorised hereto

Name:

Position:

Signature:

AS WITNESS:

Name:

Position:

Signature:

Date:

Place:

Respondent's Signature Date & Company Stamp

0078-0969-0001-0345
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IMPORTANT NOTICE TO RESPONDENTS

Transnet will refer any material complaint received from an unsuccessful bidder to an

independent third-party for review, whose decision will be final. Such independent third-party

may be a retired judge, senior counsel or other suitably qualified person.

A complaint from an unsuccessful bidder must be submitted to Transnet within 10 (ten) days

of receipt of a notice from Transnet, informing the bidder that his or her bid was unsuccessful.

The complaint must be sent to the Group Chief Financial Officer at the address below and

contain full details setting out the nature and grounds for the complaint.

Group Chief Financial Officer

Transnet SOC Ltd

150 Commissioner Street

Johannesburg

Carlton Centre, 44 th Floor

All Respondents should note that a complaint must be made in good faith. I f a complaint is

made in bad faith, Transnet reserves the right to place such a bidder on its List of Excluded

Bidders.

Respondent's Signature Date & Company Stamp
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Section 1 1 : BREACH OF LAW

NAME OF ENTTTY:

I/We.

do hereby certify that I/we have/have not been found guilty during the preceding 5 [five] years of a

serious breach of law, including but not limited to a breach of the Competition Act, 89 of 1998, by a court of

taw, tribunal or other administrative body. The type of breach that the Respondent is required to disclose

excludes relatively minor offences or misdemeanours, e.g. traffic offences.

Where found guilty of such a serious breach, please disclose:

NATURE OF BREACH:

DATE OF BREACH:

Furthermore, I/we acknowledge that Transnet SOC Ltd reserves the right to exclude any Respondent from

the bidding process, should that person or entity have been found guilty of a serious breach of law, tribunal

or regulatory obligation.

SIGNED at on this day of 20.

SIGNATURE OF WITNESS SIGNATURE OF RESPONDENT

Respondent's Signature Date & Company Stamp

0078-0969-0001-0347
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Section 12 : BID CLARIFICATION REQUEST FORM

RFP No: TFRAC-HOSG09

RFP deadline for questions / bid clarifications: Before 12:00 on Friday, 14 September 2012

TO: TFR

ATTENTION: Lindiwe Mdletshe, Commodity Manager, Supply Chain Services

EMAIL Lindiwe.Mdletshe@transnet.net

DATE:

FROM:

RFP Bid Clarification No [to be inserted by Transnet]

REQUEST FOR BID CLARIFICATION

Respondent's Signature Date & Company Stamp

0078-0969-0001-0348
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Section 13 : SUPPLIER CODE OF CONDUCT

Transnet aims to achieve the best value for money when buying or selling goods and obtaining services.

This however must be done in an open and fair manner that supports and drives a competitive economy.

Underpinning our process are several acts and policies that any supplier dealing with Transnet must

understand and support. These are:

• Transnet Supply Chain Management Policy;

• Section 217 of the Constitution - the five pillars of Public PSCM [Procurement and Supply Chain

Management]: fair, equitable, transparent, competitive and cost effective;

• The Public Finance Management Act [PFMA];

• The Broad Based Black Economic Empowerment Act [B-BBEE]; and

• The Prevention and Combating of Corrupt Activities Act.

This Code of Conduct has been included in this RFP to formally apprise prospective Transnet Suppliers of

Transnet's expectations regarding behaviour and conduct of its Suppliers.

Prohibition of Bribes, Kickbacks, Unlawful Payments, and Other Corrupt Practices

Transnet is in the process of transforming itself into a self-sustaining State Owned Company [SOC], actively

competing in the logistics industry. Our aim is to become a world class, profitable, logistics organisation. As

such, our transformation is focused on adopting a performance culture and to adopt behaviours that will

enable this transformation.

1. Transnet will not participate in corrupt practices and therefore expects its Suppliers to act in a

similar manner.

• Transnet and its employees will follow the laws of this country and keep accurate business

records that reflect actual transactions with and payments to our Suppliers.

• Employees must not accept or request money or anything of value, directly or indirectly, to:

illegally influence their judgement or conduct or to ensure the desired outcome of a

sourcing activity;

win or retain business or to influence any act or decision of any decision stakeholders

involved in sourcing decisions; or

gain an improper advantage.

• There may be times when a Supplier is confronted with fraudulent or corrupt behaviour of

Transnet employees. We expect our Suppliers to use our "Tip-offs Anonymous" Hot line to

report these acts [0800 003 056].

Respondent's Signature Date & Company Stamp
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2. Transnet is firmly committed to the ideals of free and competitive enterprise.

• Suppliers are expected to comply with all applicable laws and regulations including laws

pertaining to fair competition and bid rigging. Transnet does not engage with non-value

adding agents or representatives solely for the purpose of increasing B-BBEE spend

[fronting].

3. Transnet's relationship with Suppliers requires us to clearly define requirements, exchange

information and share mutual benefits.

• Generally, Suppliers have their own business standards and regulations. Although Transnet

cannot control the actions of our Suppliers, we will not tolerate any illegal activities. These

include, but are not limited to:

misrepresentation of their product [e.g. origin of manufacture, specifications,

intellectual property rights];

collusion;

failure to disclose accurate information required during the sourcing activity [e.g.

ownership, financial situation, B-BBEE status];

corrupt activities listed above; and

harassment, intimidation or other aggressive actions towards Transnet employees.

• Suppliers must be evaluated and approved before any materials, components, products or

services are purchased from them. Rigorous due diligence is conducted and the Supplier is

expected to participate in an honest and straight forward manner.

• Suppliers must record and report facts accurately, honestly and objectively. Financial

records must be accurate in all material respects.

Conflicts of Interest

A conflict of interest arises when personal interests or activities influence [or appear to influence] the ability

to act in the best interests of Transnet.

• Doing business with family members

• Having a financial interest in another company in our industry

Respondent's Signature Date & Company Stamp
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RFP FOR THE SUPPLY OF

465 NEW DIESEL LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB)

Section 14: CERTIFICATE OF ATTENDANCE OF BRIEFING SESSION

It is hereby certified that -

1.

2.

Representative(s) of. [name of entity]

attended the briefing session in respect of the proposed Goods to be supplied in terms of this RFP on

2012

TRANSNET'S REPRESENTATIVE RESPONDENT'S REPRESENTATIVE

DATE DATE

Respondent's Signature Date & Company Stamp

0078-0969-0001-0351
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Section 15: CERTIFICATE OF ACQUAINTANCE WITH SPECIFICATIONS

AND DRAWINGS

NAME OF ENTITY:

I/We

do hereby certify that I/we acquainted myself/ourselves with all the documentation comprising this

Specifications and Drawings for the carrying out of the proposed supply for which I/we submitted my/our

response.

I/We furthermore agree that Transnet SOC Ltd shall recognise no claim from me/us for relief based on an

allegation that I/we overlooked any provisions of the Specifications and Drawings or failed to take it into

account for the purpose of calculating my/our offered prices or otherwise.

I/We confirm having been advised that a signed copy of this Schedule can be submitted in lieu of Section 15

(Specifications and Drawings) as confirmation in terms of the Returnable Schedule.

SIGNED at on this _ _ day of 2012

SIGNATURE OF WITNESS SIGNATURE OF RESPONDENT

Respondent's Signature Date & Company Stamp

0078-0969-0001-0352
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Section 16: NON-DISCLOSURE AGREEMENT [NDA]

Complete and sign the Non-Disclosure Agreement appended hereto as Annexure H

Respondent's Signature Date & Company Stamp

0078-0969-0001-0353
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465 NEW DIESEL LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB)

Section 17: SUPPLIER DEVELOPMENT INITIATIVES

1.1. Aim and Objectives

Historically in South Africa there has been a lack of investment in infrastructure, skills and capability

development and an inequality in the income distribution and wealth of a significant portion of the

population. There have been a number of Government initiatives developed to address these challenges. In

particular, the New Growth Path [NGP] developed in 2010 aligns and builds on previous policies to ensure

the achievement of Government's development objectives for South Africa. Transnet fully endorses and

supports Government's New Growth Path policy.

The key focuses of the NGP include:

• increasing employment intensity of the economy

• addressing competitiveness

• balancing spatial development of rural areas and poorer provinces

• reducing the carbon intensity of the economy

• creating opportunities in improving regional and global cooperation

• enabling transformation that benefits a wider range of social actors in society e.g. workers, rural

communities, youth and women

Transnet, as a State Owned Company [SOC], plays an important role to ensure these objectives are

achieved. Therefore, the purchasing of goods and services needs to be aligned to Government's objectives

for developing and transforming the local supply base. Transnet's mission is to transform its supplier base

by engaging in targeted supplier development initiatives to support localisation and industrialisation whilst

providing meaningful opportunities for Black1 South Africans with a particular emphasis on:

• Youth [16 to 35 year olds]

• Black women

• People with disabilities

• Small businesses

• Rural integration

1.2. Supplier Development [SD]

To facilitate the implementation of Supplier Development initiatives, Transnet has adapted an existing

framework from the Department of Public Enterprises [DPE], This framework allows for a basic set of

principles to be applied to appropriately targeted SD initiatives. Supplier development initiatives aim to build

local suppliers who are competitive through building capability and capacity. Hence the framework has been

1 "Black" means South African Blacks, Coloureds and Indians, as defined in the B-BBEE Act, 53 of 2003

Respondent's Signature Date & Company Stamp
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TRANSNET-REF-BUNDLE-04660



RFP NO. TFRAC-HO-S509 Page 57 of 59 351

termed the Increased Competitiveness, Capability and Capacity Supplier Development Classification Matrix

[IC3 Matrix]. Currently there are four quadrants of SD initiatives which Transnet considers according to the

IC3 Matrix. This RFP has been identified as programmatic, involving high commercial leverage and high

value.

Accordingly, Transnet requests all Respondents to submit a Supplier Development Bid Document

demonstrating their commitment and support for the New Growth Path Policy and how an appointment in

terms of this RFP would assist in achieving the NGP objectives.

a. For a detailed understanding of the IC3 Matrix, the respective SD initiatives and their objectives, please

refer to the "Guidelines for the Completion of a Supplier Development Bid Document" appended hereto

as Annexure B

b. The following Supplier Development [SD] focus areas have been identified , namely:

Category

Industrialisation

Capability and Capacity Building in
South Africa

Transfer of Technology and
Intellectual Property Rights [IPR]

New Skills development

Job Creation/Preservation

Small Business Promotion

Rural Integration and Regional
Development

Description ;
j

Industrial capability building that focuses on globally leading
capabilities developed within South Africa

Industrial capability building that focuses on value-added
activities of the South African industry through
manufacturing or service-related activities

Transfer technology, IPR and methodology to small
businesses

Skills transfer & skills education which will occur as a result
of the award of contract

Number of jobs created or preserved resulting from the
award of contract

Encouragement for growth and the expansion of emerging
local firms, through procurement and support mechanisms

Incorporation of the use of rural labour and regional
businesses which will contribute to NGP objectives

c. The Supplier Development Bid Document is to be submitted as a separate document, developed in

line with in Annexure_B [Supplier Development Value Summary] appended hereto. The Supplier

Development Bid Document is a detailed narrative document explaining the Respondent's Bid value as ,

summarised in Annexure G. There is no prescribed format for this document. This SD Bid Document will

represent a binding commitment on the part of the successful Respondent. The SD Bid Document

should outline the type of activities you intend to embark upon should you be awarded the contract.

This Bid Document should also provide an overview of what you intend to achieve, when, and the

mechanisms whereby you will achieve those objectives.

Notes for completion ofSD Bid Document:

(i) Respondents are urged to pay careful attention to the compilation of the SD Bid

Document, including Annexure G [Supplier Development Value Summary]..

Respondent's Signature Date & Company Stamp
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(it) Respondents are required to address each of the aspects under the detailed SD

Description as a minimum for submission. This is not an exhaustive list however, and

Respondents must not be limited to these choices when compiling each section.

(Hi) Please provide detailed calculations to illustrate how your estimated Rand values provided

inAnnexure G have been derived.

(iv) Respondents are required to provide an electronic copy [CD] of the completed Annexure

G as part of the SD Bid Document submission.

1.3, Additional contractual requirements

Should a contract be awarded through this RFP process, the successful Respondent(s) [hereinafter referred

to as the Supplier] will be contractually committed, inter alia, to the following conditions:

a. The Supplier will be required to submit this SD Plan to Transnet in writing within 65 (sixty five) days

after signature of a Letter of Intent [LOI], where after both parties must reach an agreement [signed

by both parties] within 45 (forty five) days. This SD Plan represents additional detail in relation to the

SD Bid Document providing an explicit breakdown of the nature, extent, timelines and monetary value

of the SD commitments which the Supplier proposes to undertake and deliver during the term of the

contract. 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.

b. The SD Plan may require certain additions or updates to the initial SD Bid Document in order to ensure

that Transnet is satisfied that development objectives will be met.

c. The Supplier will need to ensure that the relevant mechanisms and procedures are in place to allow for

access to information to measure and verify the Supplier's compliance with its stated SD commitments.

d. The Supplier will be required to provide:

(i) monthly status updates to Transnet for each SD initiative. [Detailed requirements will be

provided by Transnet];

(ii) quarterly status reports for Transnet and the DPE. [Detailed reporting requirements will be

provided by Transnet]; and

(iii) a final Supplier Development report, to be submitted to Transnet prior to the expiry date of

the contract, detailing delivery, implementation and completion of all SD components plus

auditable confirmation of the Rand value contribution associated with each such SD

commitment.

e. All information provided by the Supplier in order to measure its progress against its stated targets will

be auditable.

f. The Supplier will be required to submit this SD Plan to Transnet in writing, within 65 day (sixty five)

days after signature of a Letter of Intent [LOI], where after both parties must reach an agreement

[signed by both parties] within 45 (forty five) days. Transnet will reserve the right to reduce or increase

the number of days in which the Supplier must submit its SD Plan if it is deemed reasonable.

g. The contract will be conditional on agreement being reached by the parties on the SD Plan submitted

by the Supplier. Therefore failure to submit or thereafter to agree to the SD Plan within the stipulated

timelines will result in the non-award of such a contract or termination thereof.

Respondent's Signature Date & Company Stamp
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h. Failure to adhere to the milestones and targets defined in an SD Plan may result in the invocation of

financial penalties, to be determined at Transnet's discretion as indicated in the contract, as well as

providing Transnet cause to terminate the contract in certain cases where material milestones are not

being achieved.

1.4. Supplier Development Documentation

Your SD Bid Document including Annexure G, to be submitted as part of your RFP Proposal, will represent

a binding commitment on the part of the successful Respondent.

Attached herewith is the following documentation:

• SD Guideline Document — Annexure B

This document must be used as a guideline to complete the SD Bid Document

• SD Value Summary - Annexure G

This template must be completed as part of the bid which will represent a binding financial

commitment on the part of the successful Respondent.

Respondent's Signature Date & Company Stamp

0078-0969-0001-0357

TRANSNET-REF-BUNDLE-04663



I

I
I

LU

I

0078-0970-0001-0001

TRANSNET-REF-BUNDLE-04664



354

a t i • ' i l l . 1 •-- J

A MANUAL FOR PROCUREMENT,
ACQUISITION COUNCILS AND CONTRACT

ADMINISTRATORS

PART 1
PART 2
PART 3

PART 4
PART 5
PART 6
PART 7
PART 8

PART 9
PART 10

PREAMBLE
PROCUREMENT MECHANISMS
ISSUING & RECEIPT OF TENDERS &
QUOTATIONS (RFXs)
EVALUATION
RECOMMENDATION
CONTRACT ACCEPTANCE
CONTRACT ADMINISTRATION
DETAILED FUNCTIONS OF GOVERNANCE
STRUCTURES
BBBEE
DEFINITIONS

CONFIDENTIAL
(FOR INTERNAL USE ONLY) 26 May 2009

0078-0970-0001-0002

TRANSNET-REF-BUNDLE-04665



355

Index Page No. (i)

PROCUREMENT PROCEDURES MANUAL

INDEX

PART 1: PREAMBLE Page No.

1. Foreword 1
1.1 Transnet Strategy 1
1.2 Supply Management Strategic Objectives 1
1.3 Guiding Principles 2
1.4 Scope 3
1.5 Ethics and Governance 4

1.5.1 Business Ethics within Transnet Entities 4
1.5.2 Transnet Code of Ethics 4
1.5.3 Transnet Code of Ethics on Procurement 5

PART 2: PROCUREMENT MECHANISMS (PROCUREMENT PATHS)

2. Important factors to consider in selecting the best suited Procurement Mechanism 9
2.1 Interdivisional Support Policy 9
2.2 Open Tender process (RFP) 11
2.3 Procurement/credit card purchases 11
2.4 3 Quote system for transactions below R2m (RFQ/RFP) 11
2.5 Confined enquiries for proposals/quotations (or offer/s received) > R2m (RFQ/RFP) 13
2.6 Approved List purchases 14
2.7 Post-tender negotiation 16
2.8 Contract negotiation 18
2.9 Long-term contracts 18
2.10 Two-stage tendering system (RFI/RFP process) 19
2.11 Fixed period contracts (as-and-when required) 19
2.12 Transnet-wide/National network contracts 20
2.13 Disposal of movable and immovable goods 20
2.14 Appointment of consultants 21
2.15 e-Procurement Call-offs 23
2.16 Income Generating contracts [and associated expenditure (procurement) contracts] 24

2.17 CIDB Tenders and NEC Contracts 25

PART 3: ISSUING AND RECEIPT OF TENDERS AND QUOTATIONS (RFXs)

3. Drafting of RFXs 28

ISSUING

3.1 Notices/adverts calling for tenders/quotations to be issued in the name ofTransnet Ltd 29
3.2 Notices inviting tenders/quotations to reflect all relevant information 29
3.3 Closing dates of tenders and quotations should be clearly specified 30
3.4 Tenders/quotations to be numbered (business unique) & pages shall be numbered 30
3.5 Validity period should be sufficient 30
3.6 Tenderers may be allowed to tender for certain items only 31
3.7 A non-refundable charge may be raised for tender documents 31
LODGING

3.8 Tenders are to be lodged and kept in a secured environment 31
3.9 Tenders received open/without relevant endorsement shall be resealed immediately 32
3.10 Fax & e-mail tenders/quotations only allowed if the tender document provides for it 32

OPENING

3.11 Tenders and quotations shall be opened as soon as possible after closing date 33

0078-0970-0001-0003
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3.12 Tenderers shall delete items on the price list, which they do not wish to tender for 33
3.13 Tenders are to be stamped and numbered as they are opened 34
3.14 Late tenders will not be considered 34
3.15 Amendments before the closing date 34
3.16 Dealing with tenders and quotations if the closing date thereof has been extended 35
3.17 Amendments after the closing date 35
3.18 No communication with tenderers without authority 35

PART 4: EVALUATION

4.1 All tenders/quotations received must be recorded on a list to obtain consumer's
Recommendation 36

4.2 Tender prices must be recorded on a comparative list 37
4.3 DPE's Competitive Supplier Development Programme (CSDP) 37
4.4 Transnet supports local industry by means of SABS specifications 38
4.5 Local content of tender price to be considered 38
4.6 Preference to tenderers nearest to place of delivery, all other things being equal 39
4.7 Incorrect or false information submitted by tenderers 39
4.8 Goods manufactured locally to be marked "Manufactured in RSA" 39
4.9 Experience, equipment, financial standing and previous performance of tenderers 39
4.10 Tenders / quotations to be carefully checked for compliance/responsiveness 40
4.11 Tender documents should indicate approximate quantities required at each centre 40
4.12 Imported goods to be shipped to closest Port of discharge 40
4.13 Perishable goods to be purchased locally and closest to centre where required 40
4.14 Goods and services may be imported if local suppliers' products are not acceptable 40
4.15 Tender documents should, where applicable, contain conditions re shipping 40
4.16 Proprietary articles shall not be used to limit competition 41
4.17 Samples made from Transnet's material 41
4.18 Samples supplied by tenderers 42

PART 5: RECOMMENDATION

5.1 Memorandum of reasons for award of business (fulfilment of criteria) 42
5.2 Compliance with tender/enquiry conditions and certificate 42
5.3 Transnet not obliged to accept lowest, or any bid 42
5.4 Reasons for recommendation & certificates to accompany recommendation to DAC 44
5.5 Disagreement between recommending officers to be referred to higher authority 45

within Division
5.6 Non-award of business to be considered by DAC 45
5.7 Sales to, or purchases from employees will not be permitted 45
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PART1: PREAMBLE

1. Foreword

1.1 Transnet Strategy

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

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

1.2. Supply Management Strategic Objectives

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

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

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

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

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

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

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

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

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

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

(viii) Promotion of an efficient and effective Procurement Policy and procedures so as to
achieve optimal value for money based on life-cycle cost and quality (total cost of
ownership) to enhance competitiveness of suppliers through the development of world-
class professional procurement mechanisms.

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

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

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

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

1.3. Guiding Principles

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

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

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

State Owned Enterprises (Dated 31 July 2001).
(vii) The King Reports I & II on Corporate Governance.
(viii) The Electronic Communications and Transaction Act (No. 25 of 2002).
(ix) The Promotion of Access to Information Act (PAIA) (No. 2 of 2000, as amended).

0078-0970-0001-0008

TRANSNET-REF-BUNDLE-04671



361

CONFIDENTIAL PROCUREMENT PROCEDURES MANUAL
(FOR INTERNAL USE ONLY)

Rev
0

Page
3

of
26 May 2009

(x) The Broad-Based Black Economic Empowerment Act (No. 53 of 2003, as amended)
and the Department of Trade & Industry's Codes of Good Practice.

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

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

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

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

1.4 Scope

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

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

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

1.4.3 These procedures cover the purchasing and supply of all goods, services (tangible and
intangible), fixed assets, the appointment of consultants, and also covers the disposal (selling) of
all surplus, redundant and obsolete stock and assets, movable and immovable. The
aforementioned are in respect of both Operational and Capital expenditure, unless specifically
excluded in terms of paragraph 1.4.4 below.

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

etc, provided that rates charged by such institutions are market related or certified as
fair and reasonable;
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(iv) Media advertising (excluding campaigns involving professional advertising agencies);
(v) Income generating transactions (i.e. where Transnet's infrastructure, etc. is utilized to

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

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

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

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

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

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

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

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

1.5 Ethics and Governance

1.5.1 Business Ethics within Transnet Entities

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

1.5.2 Transnet's Code of Ethics

Transnet subscribes to the following standards of commercial practice:

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

b) If, in the opinion of Transnet's GCFO or a duly authorised person, a tenderer /
contractor / supplier has or has caused to be promised, offered or given to any Transnet
employee, any bribe, commission, or any unauthorized gift, loan, advantage or other
consideration, Transnet shall be entitled to revoke the tender / contract by following
the process that governs the Exclusion of Tenderers. Upon approval by the GCFO or
duly authorized delegate, Transnet will be entitled to place any Tenderer / Contractor /
Supplier who has contravened the provisions of Transnet's business ethics on its List of
Excluded Tenderers. This List will also be distributed to all other State Owned
Enterprises and Government Departments.

0078-0970-0001-0010

TRANSNET-REF-BUNDLE-04673



363

CONFIDENTIAL PROCUREMENT PROCEDURES MANUAL
(FOR INTERNAL USE ONLY)

Rev
0

Page
5

of
26 May 2009

c) Transnet invites its valued suppliers to report any allegations of fraud, corruption or
other unethical activities to Transnet Tip-offs Anonymous, at any of the following
addresses / contact numbers:-

• Toll-free anonymous hotline - 0800 003 056
• Email - Transnet@tip-offs.com
• Fax number -0800 007 788
• Freepost DN 298, Umhlanga Rocks, 4320

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

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

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

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

1.5.3 Transnet Code of Ethics on Procurement

1.5.3.1 Introduction

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

1.5.3.2 Code of Ethics

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

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

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

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

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

1.5.3.3 Declaration of interest

When a personal interest in any matter may impinge upon or might be deemed by others to
impinge upon the objectivity or conduct of an employee of Transnet, he/she shall declare such
interest to his/her Manager, in writing. A proper register of Declarations of Interest should also
be kept by managers responsible for departments involved in purchasing and disposal functions
as well as by the Secretariats of the relevant Acquisition Councils. (Refer to paragraphs 5.8.1 to
5.8.3 and 8.1.10.2).

1.5.3.4 Confidentiality and accuracy of information

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

1.5.3.5 Competition and optimal value

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

1.5.3.6 Gifts and hospitality

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

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

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

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

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

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

prepared to reciprocate;
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• complimentary tickets to sports meetings and other public events, but excluding the cost of
transport and accommodation, which the employee must bear. Invitations to official
functions should be addressed to the Manager of the particular function or sub-division
thereof, who may delegate a representative,

• the occasional gift voucher not exceeding the abovementioned value as determined in
accordance with Transnet's Gift Policy. Under no circumstances may cash be accepted as a
gift.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

High

Difficulty to obtain = RISK
(Supplier's reliability and

impact on business)

Low

Bottleneck
(Critical)

(High risk- Low value)
Routine

(Low Impact)

Strategic

(High Risk-High value)
Leverage

(High Spend)

Value of Spend
(Supplier's Cost Effectiveness)

High

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

2.1 Interdivisional Support Policy

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

Transnet Rail Engineering
(a specialist core Division)

The other Specialist Units are:-

Transnet Capital Projects

Transnet Fuel Solutions
(previously known as HSA)

Transnet Freight Rail
School of Rail

Transnet Property

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

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

Transnet-wide Fuel acquisition, distribution and
management.

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

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

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

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

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

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

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

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

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

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

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

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

2.1.5 Transnet's Interdivisional Support relationship with Connex and Skotaville/AIM/Khumbula Media
Connection has now been terminated.

2.1.6. Whereas the first scenario (paragraph 2.1.1) as well as paragraph 2.1.4, falls outside the ambit
of the Divisional Acquisition Council (DAC), see paragraph 1.4.4, the second scenario i.e.
paragraphs 2.1.2, 2.1.3 and 2.1.5, should be dealt with in terms of these procedures and where
applicable, the relevant Acquisition Council approval should be obtained in the normal manner.
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2.2 The Open Tender process (RFP)

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

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

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

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

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

2.2.1.5 Enough time should be available - open tenders should ideally be open for 3 to 4 weeks;
international tenders even longer.

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

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

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

2.3 Procurement/credit card purchases

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

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

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

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

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

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

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

2.4.4 Similarly, the CEO at his/her own discretion and within the regulatory frameworks laid down by
Group Financial Services, may introduce its own unique control mechanisms for these "low"
value transactions (e.g. Petty cash policies, etc). Furthermore, the CEO will, in introducing such
procedures, also bear in mind the purchasing focus of the different departments in its Division,
for example, what is low for a professional buyer in the locomotive spares section of the
procurement department, might be extremely "high-value" for a procurement manager in the
stationery section of the same department. Control measures for the different R-value categories
falling in this procurement mechanism, i.e. from lowest e.g. say less than R2 500 for telephone
quotes, to R150k for certain procurement officials (say stationery), up to the high-value quotes
say more than R150k to less than R2m reserved only for certain procurement officials involved
in high value commodities (such as locomotive spares).
NB: Such higher value quotations (say those in excess of R150k) should be regarded as formal
quotations i.e. received in a sealed Tender Box by a specified closing time, properly stamped
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and recorded on a tender list, etc. (Refer to Part 3 - Issue and Opening of Tenders and
Quotations).

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

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

2.5. Confined enquiries for proposals/quotations invited (or offers received) more than R 2m
in value (RFP/RFQ)

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

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

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

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

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

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

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

award of the business to the successful contender.

This should be fully motivated in the original request for confinement to the CEO, his delegate,
or higher authority, (see paragraph 2.5.1.3 above), depending on the R-value of the proposed
transaction. Such confinement approval shall be obtained in writing, for the purposes of the
necessary audit trail in terms of good corporate governance principles.

0078-0970-0001-0019

TRANSNET-REF-BUNDLE-04682



372

CONFIDENTIAL PROCUREMENT PROCEDURES MANUAL
(FOR INTERNAL USE ONLY)

Rev
0

Page
14

Of
26 May 2009

2.5.2.1 The matter shall be reported for the information of the relevant authority (or CEO or
relevant delegate) immediately after the actual award of the business, indicating full details
of the award.

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

2.6 Approved List purchases

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

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

unless

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

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

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

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

(b) Strategic supplier partnering is a co-operative and collaborative way in which the
specific buyer and his/her key suppliers intensively interact with each other to achieve
mutual "win-win" long term benefits. The goods/services purchased from these
suppliers are always of strategic importance to Transnet, resulting in long term
commitments, confidential information sharing, co-operative and continued improvement
efforts, all of which facilitate the sharing of risks and rewards. Formal and thorough
supplier performance evaluation mechanisms should be in place to ensure that the
relationship remains sound and that the set objectives (the continual improvement
philosophy) are adhered to.
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The process of framing approved lists of these "special category suppliers" is identical
to the process outlined in paragraph 2.6.4.2 for normal approved suppliers.

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

2.6.2 Framing of approved lists

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

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

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

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

2.6.3 Suitability of supplier for inclusion

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

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

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

2.6.4 Removal of name from the approved list

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

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

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

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

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

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

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

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

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

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

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

2.6.6 Representations to the General Manager, SSM

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

2.6.7 Confidentiality of Approved Lists

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

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

2.7 Post-tender negotiation

2.7.1 Post-tender negotiation is an effective tool to drive down cost and can be used very effectively in
conjunction with any other procurement mechanism. It is important to note that it is reserved for
high-value, strategic commodities. Depending on the circumstances, this tool can be used either
with all technically compliant tenderers, or a selected short-list, or even with the preferred bidder
only (as duly approved by the relevant Acquisition Council), but subject to the following provisos
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to ensure good corporate governance. Refer to paragraph 2.17 regarding post-tender
negotiation on CIDB-tenders.

2.7.2 Where post-tender negotiation is envisaged, the tender document must clearly indicate this
intention. The thresholds and evaluation criteria which will be used to control entry into the post
tender negotiations must also be disclosed at the outset of the tender process.

2.7.2.1 Before post-tender negotiations are conducted with the preferred bidder or short-listed bidders,
it must be duly approved by the relevant Acquisition Council. The R-value of the proposed
contract to be negotiated will determine within which AC's jurisdiction the matter falls. The
submission requesting authority to negotiate should include the following:-

- List of preferred bidders (or bidder) and how it has been determined
- The composition of negotiating team
-The targeted price reduction (say 10% discount)
- BBBEE commitment and
- Other aspects that will be negotiated to achieve a "win-win" situation, e.g. payment

terms, minimum order size and frequency, delivery/lead times, etc.

2.7.2.1.1 It would also be acceptable, especially on transactions falling below the AC minimum R-
thresholds, for certain officials, preferably in Procurement, to be given specific standing
delegated powers to conduct or authorise post-tender negotiation, without the necessary prior
AC approval as contemplated in paragraph 2.7.2.1 above. This authority must be obtained from
the Line Manager or CPO and must be included in the Special Delegation of Authority of the
relevant official. The Standing Delegation of Authority must clearly reflect the maximum
transaction value for which the official may conduct Post Tender Negotiations. A standing
authority to negotiate is distinguishable from a standing authority to communicate (refer to
paragraph 3.18 below) and separate authority must be obtained. Standing delegated powers to
negotiate will be granted with great circumspection and only to employees who have the
necessary negotiation skills' training. A full audit trail of the bidders who have been negotiated
with, how this has been determined, including their best-and-final offers should be kept on the
appropriate files.

Matters falling within the jurisdiction of the AC (i.e. above the minimum R-threshold of the AC),
should be submitted for the approval of the AC in the normal manner, indicating in detail the
process followed in determining the shortlist of bidders negotiated with, details of the agenda
that was negotiated, as well as full details of the best-and-final offers (refer to paragraph 2.7.2.5
below), when a recommendation on the final award of the business is made to the relevant AC.
Copies of such standing authority must be submitted with the relevant submission to the AC.
Under no circumstances may prices of one bidder be disclosed to another with the request to
improve on such price in order to be awarded the business. This is considered as horse-trading
which is an unfair business practice and such misconduct will not be tolerated.

2.7.2.2 On higher value transactions, the negotiating team to be appointed by the relevant AC, shall
comprise of procurement, technical, financial and commercial (marketing) and legal disciplines,
(where appropriate), to facilitate unity of purpose from Transnet's perspective and to enable the
tenderer to deal with all relevant matters before making a final offer. Post-tender negotiation may
only be conducted by expert, trained negotiators. Highly skilled negotiators will be drawn from
SSM and the various Entities to form part of the multi-disciplinary negotiation team. During post-
tender negotiations, prices of one bidder will not be disclosed to others as this is prohibited in
terms of Transnet's Code of Ethics. It is also important that all members of post-tender
negotiation teams should sign Declarations of Interest and Non-disclosure/confidentiality
agreements when appointed to such teams. Such signed forms should be kept on the
appropriate contract files.

2.7.2.3 A fixed format must be followed in all negotiations and this format must be made known in
advance to all bidders. In terms of fairness, as far as possible the same agenda must be used
with all short-listed suppliers to ensure that all suppliers are provided with the same information.
The objectives of the negotiating team must be recorded in consultation with the financial,
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technical and commercial discipline concerned and duly approved by the relevant AC. The
financial advantages, or other objectives sought (e.g. BEE commitment, faster delivery, etc.),
must be quantified and no negotiation will be regarded as final until all the approved objectives
have been properly negotiated by the negotiating team, and the results recorded in writing
against the envisaged objectives.

2.7.2.4 Negotiations must be preceded by thorough research and a caucus discussion by the cross-
functional negotiation team to be able to obtain a co-ordinated approach. Under no
circumstances should a preferred bidder be informed that "he has been awarded a contract"
prior to the post-tender negotiation process, as that would jeopardise Transnet's negotiation
power. This is particularly important if one considers that even if the negotiations were not 100%
successful i.e. the target price could not be achieved, one would not be able to eliminate the
preferred bidder, and award to another contender (say the second-best), unless such bidder was
also on the short-list, and therefore part of the post-tender negotiation. In such cases i.e. where
post-tender negotiations are to be conducted with a short-list of contenders, the ultimate award
of the business, whether awarded to one or more than one contender, should again be
presented to the relevant AC which approved the preferred bidder/short-list - refer to paragraph
2.7.2.1 above.

2.7.2.5 Decisions reached during the negotiations with the tenderer must be recorded in concise
minutes. This record shall be signed-off by the Negotiation Team Leader and a copy forwarded
to the relevant AC to be kept as part of the record..
NB: Where post-tender negotiations are conducted with a duly approved short-list of preferred
bidders, all such bidders must be requested to deposit their "best-and-final offer" in the tender
box by a set closing date. This method may also be employed in the single preferred bidder
scenario, if there is reason to believe that this may yield a further price reduction subsequent to
the negotiation session.

2.8 Contract negotiation

2.8.1 This mechanism is normally used where an oligopolistic or a monopolistic situation exists
whether so dictated by market forces or because of legal or proprietary rights such as patents,
registered designs or licenses.

2.8.1.1 The prescripts for Contract negotiation are exactly the same as those for Post-tender
negotiation, except that for post-tender negotiations, authority to negotiate is obtained after the
evaluation process has been finalised and a preferred bidder(s) has/have been determined,
having followed a fair and transparent selection process. When using Contract Negotiation, the
relevant authority must be approached for prior approval before going to market, (i.e. the sole
supplier is engaged). The motivation should include similar details to that in paragraph 2.7.2.1
above.

2.8.1.2 Decisions reached during the negotiations with the sole supplier(s) must be recorded in concise
minutes. This record shall be signed-off by the CPO and emailed by the CPO to the lead
negotiator and kept as part of the record. Alternatively, all tenderers with whom contract
negotiations have been conducted could be requested to tender their negotiated (or better) price
by depositing their final bid in the tender box before the set closing date/time.

2.8.1.3 Should exceptional circumstances necessitate a contract being concluded forthwith, e.g. without
DAC's approval, the necessary mandate should be obtained from the required authority before
negotiations are conducted and a contract concluded. Details of the contract concluded must be
submitted to the relevant authority as soon as possible after the contract has been concluded.

2.9 Long-term contracts

2.9.1 This mechanism is used in instances where high value goods of strategic importance to
Transnet are purchased and where considerable input is required from the supply market, the
cost of which cannot easily be recovered over a relative short period of time. Long term
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contracts will indicate commitment from both contracting parties and will generally realize
considerable savings both in the short and long term.

2.9.2 Where more than one supplier is capable of providing the goods or services the open tender
process should be followed with the subsequent negotiation process, if deemed appropriate, in
order to further drive down costs. See paragraph 6.14 below- the DAC's prior approval for
inviting a tender on a period in excess of 2 years, must be obtained.

2.9.3 In instances where post-tender negotiations are considered advisable and in view of the long
term commitment to such suppliers, it is imperative that all aspects pertaining to such
relationships be handled by skilled, multi-functional negotiation teams to ensure best value for
money for Transnet. Refer to paragraph 2.7 above for the prescripts on post-tender
negotiations.

2.10 Two-stage tendering system (RFI/RFP process)

2.10.1 This mechanism is used in assessing the availability of products/services where there is no clear
specification of requirements or where the suitability of service providers must first be
determined prior to the undertaking of any development work.

2.10.2 In the first stage, which is the pre-qualification stage, prospective bidders are invited by means
of an open Request for Information (RFI) to submit their proposals. These RFIs are returnable
to the DAC's designated closing venue in the normal manner. It is advisable to request
prospective bidders to provide rough ball-park costing estimates during this first stage, otherwise
the possibility exists that Transnet may be exploited, especially if only one bidder eventually
makes the shortlist.

2.10.3 All the RFIs received are evaluated for suitability in accordance with pre-determined evaluation
criteria which have been made available to all contenders in the RFI documentation. After
evaluation, a recommendation must be made to the DAC or relevant authority regarding the
eligibility of bidders to participate in the second stage. Should the DAC agree with the
recommendation made, it effectively "authorises" that the second stage be "confined" only to
those selected bidders on the shortlist.

2.10.4 In the second stage, only the selected pre-qualified bidders are invited to tender in the normal
manner. After evaluation, a submission is made in the normal manner for DAC consideration.

2.10.5 This RFI process is ideally suited for capital projects such as land or port development projects.
This is to prevent prospective tenderers from incurring fruitless expenditure in preparing detailed
development studies and cost estimates.

2.11 Fixed period contracts (as-and-when required)

2.11.1 This mechanism is employed where a continuous demand for a particular requirement exists, but
actual volumes and scheduled delivery dates cannot be determined accurately at the tender
stage. These contracts run over periods of one or more years depending on the commodity.
Estimated quantities are merely given as a rough indication of our requirements but cannot be
guaranteed to the supplier. This mechanism is ideally suited for off-the-shelf commodities, but
may also be used on Approved List purchases. By consolidating the Division's (or Transnet's)
buying power, all depots/regions/ports of the Division (or all Divisions i.r.o. a Transnet wide
contract - see paragraph 2.12 below) will benefit from the resultant lower price.

2.11.2 Divisions must draw their requirements against these transversal contracts, and may not
purchase outside these contracts, even if better prices or terms can be obtained locally.
Important to note that the TCO is based on total volumes over the full contract duration and
maverick purchases could destroy this value.

2.11.3 SSM will immediately advise the relevant DACs as well as the CEO and CPO of each Division
when such a Transnet-wide national contract has been concluded. The CPO must then ensure
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that all buyers in his/her Division are made aware of the existence of such contract and use it to
draw their requirements from it,

2.11.4 These contracts can also be concluded by Divisions themselves in respect of unique business-
specific needs on a national or a regional basis. Should it be considered advisable to conclude a
contract for a period longer than two years, the DAC's prior approval must be obtained. See
paragraph 6.13 below, as well as Paragraph 5.4.4 of the Transnet Group Delegation of
Authority (Group Limits of Authority) - available on the Transnet Intranet.

2.11.5 NB: It is unethical and not in Transnet's best interest for Divisions to use such existing contracts
as a basis for further negotiation. Purchasing outside such contracts from another supplier (who
now undercuts the contract price after having lost the business) will discredit Transnet's
tendering system and could lead to legal action against Transnet.

2.12 Transnet-wide / National network contracts

2.12.1 This mechanism is employed by Transnet where goods or services are used by more than one
Division and where SSM and the relevant CPO's have agreed on the consolidation of Transnet's
buying power by selecting a specific brand or supplier for a specified contract period. This can
lead to considerable savings for Transnet as a whole. These commodities can be of a capital
nature (e.g. cranes) but can also be consumable goods financed from the different Divisions'
operating budgets.

2.12.2 Such consolidation of buying power will be negotiated with and on behalf of all the relevant
Transnet Divisions via the SSM cross-functional Strategic Sourcing Teams. No Division may buy
outside a national contract, unless the necessary prior authority has been obtained from the
GM: SSM.

2.12.3 National contracts can also be on an "as-and-when required" basis as contemplated in
Paragraph 2.11 above, where the commodities are not of a capital nature, such as fuel, tyres,
truck tarpaulins, steel, stationary, etc.

Also refer to paragraphs 2.11.3 - 2.11.5 above as these apply to both fixed period and
Transnet-wide contracts.

2.13 Disposal of movable and immovable goods

2.13.1 Disposal of all movable goods must be properly controlled and Divisions must have proper
disposal policies/procedures in place for the disposal of such assets. Where the Division does
not have the necessary Delegated Powers, the manpower or expertise to dispose of such goods
per tender or public auction, Freight Rail Supply Chain Services (Reverse Logistics) should be
approached to provide this service at a fee, on behalf of the Division. Refer to the Transnet
Group Delegation of Authority (Group Limits of Authority) available on the Transnet Intranet.

2.13.2 There are, however, specific commodities such as ferrous scrap (steel) and non-ferrous scrap,
which are disposed of in terms of a single Transnet contract for better control and to curb the
theft of those valuable materials. (See Disposal Policy available on the Transnet Intranet for
details). Other commodities as issued by the GCE (or Group Executives) from time to time are
also addressed and / or appended to this procedural manual, e.g. Disposal of redundant PC
equipment, cell phones, etc. Redundant office equipment and furniture must be disposed of in
terms of the individual policies/procedures as laid down by each Division. (Refer to paragraph
5.7.1 below)

2.13.3 Disposal of all redundant fixed property falls outside the scope of these procedures. (Refer to
Paragraph 1.3.3.4. above for Exclusions) and is subject to prior written approval of the CEO,
OPCO, or higher, depending on the market value of the property. Refer to Paragraphs 5.1.6 and
5.1.7 of the Transnet Group Delegation of Authority (Group Limits of Authority)-Available on the
Transnet Intranet.
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2.14 Appointment of consultants

2.14.1 Authority to appoint a consultant and the DAC's involvement

2.14.1.1 Regardless of the value of the business or procurement mechanism used, no person
may appoint a consultant without the prior written approval of the CEO or higher. Refer
to paragraph 5.4.1 of the Transnet Group Delegation of Authority (Group Limits of
Authority) - Available on the Transnet Intranet. Any additional work or extensions to such
consultancy contracts exceeding 10% of the original contract value should be regarded
as another (new) consultant appointment and subjected to the same approval process.
Extension or additions not exceeding 10% in value should be submitted to the relevant
DAC for prior approval before such additions / extensions to the contract may be
authorised.

2.14.1.2 Transnet entities shall have appropriate and transparent selection procedures for the
appointment of consultants.

2.14.1.3 After approval is obtained from the CEO (or higher, depending on the value) for firstly,
the appointment of a consultant (i.e. the need) and secondly, the process to be followed
(e.g. confinement or open tender), the manager concerned shall deal with the
transaction the same as any other i.e. if the value of the transaction falls within the
jurisdiction of the DAC, it's prior approval must be obtained before the business is
awarded.

2.14.1.4 Tenders should be invited for consulting services where at all possible, but especially
where:-

(i) there is competition in the market; and/or
(ii) pre-qualification is necessary to establish whether tenderers have the technical,

financial and other resources to be able to quote for a second stage tender in
respect of a design type of project; or

(iii) an external organisation is party to the appointment of the consultant.

2.14.1.5 If it is not possible to invite open tenders, at least 3 RFPs (if possible) should be
obtained.

2.14.2 Definition of a consultant

2.14.2.1 A consultant means a person, partners in a firm, a company or a close corporation
who has advanced educational qualifications and who can provide expert or specialised
skills. This definition excludes anyone who also carries out the physical work or provides
the end product. Such consultancy service normally pertains to a specific project and
therefore should be non-repetitive in nature and is usually confined to design work,
investigation or advice on management, financial, business or technical matters based on
his/her own professional or expert advice.

2.14.2.2 A consultant does not supply the ultimate end product but merely gives a
recommendation or supports the implementation of recommendations based on his/her
expertise of the best solution to a specific problem.

2.14.2.3 Should the "consultant" design, develop and supply the end product to Transnet, he/she
does not act as a consultant but provides a complete "service" and therefore acquires
the status of a "contractor".

2.14.2.4 Should a "consultant" in performing his/her functions have to perform physical work,
for example drilling of test holes in order to provide a sub-surface soil report, he/she
actually provides the end-product and should therefore be regarded as a Contractor.
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2.14.3 Cognisance should also be taken of the difference between a labour resource contractor
and consultant. Kindly note that the utilisation of labour brokers for the sourcing of
temporary employment (e.g. private secretaries, data capturers) does not fall in the
category of a consultant and should be regarded as a normal sourcing of services.

2.14.3.1 Definition of a labour resource Contractor
An external service provider required to provide:-
(i) A new skill which Transnet does not have yet.
(ii) A skill which Transnet does not have enough of.
{iii) A skill for a once-off job
(iv) A historic or legacy skill which is not warranted to exist in-house.
(v) (Deliverables: Day-to-Day Analytical, Project or Operational capacity)
(vi) Example: A SAP specialist employed for a period of 2 years to assist

with the implementation of a SAP program throughout Transnet.
(vii) Attributes:

(a) Is a natural person*.
(b) Is engaged via a normal HR process for a minimum period of 3

months and a maximum period of 3 years.
(c) Has an employment contract with Transnet, and is paid a salary via the

payroll.
<d) Motivation to HR must include why the required capacity is not

available in Transnet.
(viii) Such engagement is not considered to be a procurement matter and falls

outside the ambit of this Procedure.

Should the services of non-SA citizens be utilised, it should first be ascertained
whether such individual(s) have the necessary work-permits to be employed in
South Africa.

2.14.3.2 Definition of a labour resource Consultant

(i) An external advisor required on the basis of his/her expertise, Research and
Development, Specialist knowledge, or past experience for
(a) Operational, Tactical, or Strategic input
(b) Design
(c) Problem Solving (Specific).

(ii) (Deliverables: Specification, Design, Report, proposal i.e. not the ultimate
end-product which still has to be provided in terms of the
specification design etc. provided by the consultant.

(iii) Example: An Engineering Consultancy firm contracted to prepare the
specification and Design Drawings for the construction of a new
Ship to Shore Container Handling System.

(iv) Attributes:
(a) Is a Juristic Person, or member of a Juristic Person.
(b) Is engaged via a standard Procurement Process for Goods and

Services (i.e. Specification, Advertisement, Tender, Evaluation, Award,
or alternatively Confine, as per standard Procurement Process).

(c) Is paid via an Invoice.
(d) Motivation to relevant Authority (refer to paragraph 2.14.1.1 above)

must include why the required capacity/expertise is not available in
Transnet.

2.14.3.3 NB: In order to accommodate emerging "One-Man Businesses", it may be
appropriate (and cheaper) in the case of single person CCs, to engage the
resource as a Contractor if that is the required skill/contribution. However,
labour regulations (PAYE, etc) must be adhered to.
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2.14.3.4 Fundamental Principles

(ij As a broad and all embracing objective, the following fundamental principles
will apply with regard to the selection and appointment of consultants.

(a) The utilisation of consultants which merely duplicates management
positions/functions should be avoided.

(b) Consultants should have no powers in terms of decision making.
(c) The participation of consultants in project steering committees should

be limited and where their involvement is absolutely necessary, it should
be formally motivated and the required contributions or inputs defined.

(d) Where applicable there should be skills transfer to Transnefs own staff.
A skills transfer programme should be embodied within the consulting
contract as part of the delivery mechanism wherever this is practicable.

(e) Appropriate contracts should be negotiated with the consultants and the
resulting projects should be managed accordingly. A standard contract
document with predefined criteria should be developed and
implemented by every division, designed to suit its own unique
requirements, but conforming to the general rules of project
management.

(0 Consultants employed must have the required skills to ensure that
Transnet is not exploited as a training ground. The skills and expertise
of consulting personnel to be assigned to the project should be
assessed thoroughly both before and after a contract is entered into.
Such contracts should also, if applicable, include a professional
indemnity clause as well as a confidentiality clause, to safeguard
Transnet.

(g) Incidental expenditure such as meals, telephone, local and overseas
air travel as well as motor car and accommodation allowances should
be in terms of the limits laid-down from time to time by Group Financial
Services/Group Human Resources and must be stipulated in such
consultancy contracts.

(h) Good corporate governance requires that Transnet avoid using
consultancy services that may be provided by our external auditors.
Any potential use of these consultants must be reviewed by SSM to
ensure proper use of these services.

2.15 e-Procurement Call-offs

E-Procurement is an effective tool to efficiently do call-offs from already approved National-
and As-and-when-required contracts, by utilising pre-approved catalogues/notlists.

2.15.1 Fixed Term e-Contract Suppliers

The following benefits can be achieved by Transnet through the use of fixed-term contracts
(whether supported by SAP or an e-Procurement system) and their suppliers:-
(i) improved control for standardization, consolidation and leverage of the Transnet spend.
(ii) reduces off-contract / maverick buying.
(iii) consolidates volumes for leverage, which reduces item unit prices.
(iv) reduces procurement process costs.
(v) improved procurement governance and strategic sourcing.
(vi) enables the development of best practices that can be shared throughout the Group.

2.15.1.1 Commodities being purchased through the e-Procurement system will therefore be from
one or more Contracted E-Suppliers only. These contracted E-Suppliers will have been
sourced by the relevant Strategic Sourcing Team of the Division, having considered
standardization and/or consolidation as far as practically possible. To ensure fairness
and transparency, contracted E-Suppliers will only be placed on the system after one of

0078-0970-0001-0029

TRANSNET-REF-BUNDLE-04692



382

CONFIDENTIAL PROCUREMENT PROCEDURES MANUAL
(FOR INTERNAL USE ONLY)

Rev
0

Paqe
24

of
26 May 2009

the normal procurement mechanisms have been utilized and approval by the relevant
Acquisition Council, if the estimated value expected to emanate from such e-
Procurement contract is expected to fall within the jurisdiction of such Council.
Consequently, the e-Procurement system will act as a tool to efficiently conduct call-offs
against such duly approved contracts.

NB: The e-procurement system to be utilised for this purpose (whether the Supplier's or
Transnet's own system) needs the prior approval of the Transnet Chief Information
Officer (CIO) Council. Therefore, before any e-procurement commodity contract (e.g.
stationery) may be concluded, the Group ICT Function must first be approached. The
latter office will ensure compliance with Transnet ICT procedures and principles, and will
also be responsible for the submission to, and obtaining the approval of the Transnet
CIO Council.

2.15.1.2 Individual call-offs against such approved catalogues will not require separate DAC
approval but will be regulated by the e-Procurement system itself by means of internal
business policies, monetary levels and approval flows built into the system. The relevant
Strategic Sourcing Commodity Manager will be responsible for the monitoring of the
total spend by the different users, to ensure that the total estimated value of the contract
as approved by the Acquisition Council is not exceeded, and that the necessary
Acquisition Council approval for the increase of the estimated contract value, or any
amendment to the contract (e.g. adding of additional items to the catalogue/hotlist), is
obtained timeously.

2.15.2 Non-catalogue items from Contracted E-Suppliers

Where approved catalogues for a specific commodity group exist, but a newly required item
does not appear on the contracted Suppliers' approved catalogues, the Strategic Sourcing
Commodity Manager in charge of the specific contract will source all such items from the
contracted supplier of that specific commodity group, by obtaining prices by means of the most
appropriate manual procurement mechanism and add the item to the catalogue with the new
price and terms, once DAC approval has been obtained in the normal manner in terms of
paragraph 7.3 below (i.e. the 10% rule).

2.15.3 NB: The normal principles which guide the Procurement Procedures also apply to e-
Procurement.

2.16 Income Generating Contracts [and associated expenditure (procurement) contracts]

2.16.1 Although income generating contracts are in principle excluded from this Procedure Manual, all
associated expenditure contracts necessary to fulfil such contracts (i.e. procurement contracts to
acquire the necessary goods or services), do fall within the PPM jurisdiction . For example
Freight Rail negotiates an income generating contract (i.e. no open tender process) to transport
fuel from the Port of Durban to Zimbabwe. This would be a pure income generating contract and
although it might require Freight Rail Exco or even Transnet Board of Directors approval, it
would fall outside the scope of the PPM and DAC approval would not be necessary. (This is if
Freight Rail's existing infrastructure and rolling stock can cope with the contract).

2.16.2 However, if Freight Rail needs to purchase 2 additional locomotives and 90 rail tank wagons to
provide this service (fulfil the contract), such associated expenditure / procurement contracts
would fall within the ambit of the PPM and would also require prior DAC approval.

2.16.3 The only exception to this rule would be in circumstances where a Transnet Division, Specialist
Unit or Business needs to respond to an external tender invitation (e.g. Rail Engineering
responding to a tender issued by Metrorail for the supply of suburban coaches). In such
instances the limited time available to respond to such tender invitation would not allow the
Transnet Division, Specialist Unit or Business to invite tenders or obtain quotations/authority to
confine, etc. in respect of possible portions of the project that need to be outsourced, or material
that need to be purchased externally. In such cases, irrespective of the monetary value of such
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transaction(s), the CEO may authorise such confinements and/or approve the selection of
possible joint venture partners/subcontractors, etc, without DAC approval, provided that the
matter(s) be reported for the DAC's information as soon as possible after the Transnet Division
has lodged its tender. Such transaction(s) reported in detail to the DAC as stated above, need
not again be submitted to the DAC, should the Transnet Division be selected as the successful
bidder, as this could lead to delays in the execution of such external income generating contract.

2.16.4 On completion of the project, the DAC should be informed of the outcome in detail, e.g. how the
selected subcontractors/JV Partners performed, was the project completed on time, etc.

2.17 CIDB-Tenders and NEC Contracts

2.17.1 Scope and Definitions

The Construction Industry Development Board (CIDB) by virtue of the CIDB Act No. 38 of 2000
is empowered to promote efficiency and uniformity in the construction industry. The CIDB
implemented the following to give effect to its mandate: -

1. A Code of Conduct: To promote uniform and ethical standards, the CIDB published a Code of
Conduct for all construction-related procurement, as well as for all participants involved in the
construction procurement process. The Code and its requirements are contained in the CIDB Board
Notice 127 of 2003. Further information on CIDB requirements is available on the Transnet Intranet.

2. A Register of Contractors: As per the CIDB Implementation Program, Transnet is obliged to
implement this Register with effect from 30 November 2005. This implies that no construction
related contract may be awarded to a contractor, whose name does not appear on the CIDB's
Register of Contractors for that particular class of construction works {CE, EE, GB, ME or specialist
works) and tender value ranges (Level 1 - <R200 000 to Level 9 - £R100million). This also implies
that the newspaper advert, Notice to Tenderer and Tender Data must indicate that only CIDB
Registered Contractors will be considered. To award such a contract to a non-CIDB-registered
contractor would be a criminal offence. The alpha-numerics associated with Contractor Grading
Designations are depicted on Annexure G of the Standard for Uniformity.

3. A Register of Projects: In order for the CIDB to keep track of projects and build a database of
contracts, the Register of Projects was introduced. An employer must within 21 days of awarding a
contract, register the contract on the Register of Projects if the value of the contract exceeds the
under mentioned limits as laid down by the Minister by Notice in the Gazette. Presently these values
are R200 000 for the public sector (Transnet included) and R3 000 000 for the private sector. The
implementation date for the Register of Projects for Transnet is also 30 November 2005,

4. Standard for Uniformity: The Standard for Uniformity aims to bring about standardisation and
uniformity in construction procurement documentation, practices and procedures. The Standard for
Uniformity and its requirements are contained in the CIDB Board Notice 99 of 2005.

Apart from Best Practice Guidelines issued by the CIDB, it also selected 4 suites of best of breed
contract documents (general conditions of contract), all of which are well known and widely used in
the construction industry. Transnet decided to standardise on the NEC suite of documents and has
introduced the ECC3 (Engineering and Construction Contract). This means that none of the old
contract documents may now be used.

The Standard for Uniformity makes provision for 8 different procurement procedures. These
procedures are in line with Transnet's procurement mechanisms and are reflected below for ease of
reference.

CIDB Standard Procurement
Procedure

P1. Negotiated procedure

P2. Nominated procedure

Transnet equivalent in terms of PPM,
Part 2, Procurement mechanisms

Contract Negotiation PPM 2.8
or Confinement PPM 2.5
Approved List PPM 2.6
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P3. Open Procedure
P4. Qualified procedure

(expression of interest)

P5. Quotation procedure
P6. Proposal Procedure

(Two envelope system)

P7. Proposal Procedure
(Two stage tendering)

P8. Shopping procedure

Open tendering process : PPM 2.2
Stage 1 of 2 stage tender PPM 2.10
or advertisement for framing of an Approved
List PPM. 2.6.2.1.
Confined enquiries < R2m : PPM 2.4
Not a preferred procedure in Transnet. If
justified in specific circumstances, it is
suggested that DAC approval be obtained
prior to going to market.
Two stage tendering system : PPM 2.10

Three quote system for low value
purchases <R5000 : PPM 2.4

The CIDB Standard for Uniformity further provides for 4 different methods of evaluating tender
submissions, namely:-

Method 1 Financial Offer
Method 2 Financial Offer and Preferences
Method 3 Financial Offer and Quality
Method 4 Financial Offer, Quality and Preferences

The CIDB requires that the tender document (Tender Data) indicate which of the above 4
evaluation methods would be used in a particular tender evaluation. In addition, it is also
required that the weightings of the 3 main components be disclosed in the tender document so
that tenderers may consider this during preparation of their tender response. For exampte:-

Financial Offer (Price/TCD) = 50"
Quality = 4 0 "
Preference (BBBEE) = lp_(afways 10 in line with PPPFA)
Total = 100

* The weightings of Financial Offer and Quality may be adjusted depending on the merits
of each case, but should always add up to 90. For example, on a specific consultancy
service the weighting may be 70 for quality and 20 for price.

** In addition to this, one can also stipulate a minimum cut-off point on quality e.g. 70,
which means that any tender scoring less than 70 points on Quality, will automatically be
disqualified and regarded as non-responsive.

Extreme care must be taken where Methods 3 or 4 are used. In most instances, the evaluation
of quality is inherently subjective. Quality measures must also not promote captive markets and
should result in appropriate quality to comply with user requirements as opposed to best quality
available. It is recommended that where possible, quality be introduced as eligibility criteria in
the Tender Data. It is anticipated that Transnet, in most instances, will be using Method 2 for
evaluation of tenders. Refer to Part 9 for more detail regarding Price / BBBEE evaluation.

Other CIDB prescripts

1. Prices must be read out at public tender openings. However, the CIDB has agreed that Transnet
need not read out prices, as this would compromise the post-tender negotiation process. The
requirements of paragraphs 3.11 and 3.13.2 as well as 6.3.1 therefore also apply to CIDB tenders.

2. The maximum limit for 3-quote system is R200 000. However, Transnet, being a Schedule 2
company in terms of the PFMA is exempted from this requirement. Hence the Transnet limit of
R2million for the 3-quote system (Paragraph 2.4) also applies to CIDB tenders.

3. The validity period (option date) of CIDB tenders may not exceed 8 weeks. The CIDB agreed that
the validity period of bids for mega projects may be longer, provided that it can be justified. However,
this is the exception. In general, validity periods should not exceed 8 weeks. Should the award of
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business be delayed due to unforeseen circumstances, resulting in validity dates expiring, tenderers
may be requested to extend their validity periods. Please, however, refer to paragraph 3.5.2 below
for the consequences of extending option dates. Care must also be taken not to award any contract
outside the validity period (or extended validity period). After the validity of a tender has expired, no
contract can come into existence, as there is no legitimate "offer".

4. Tenders may not be cancelled and re-issued on the same specification (substantially the same
scope) within a period of six months. This requirement must be complied with for all CIDB tenders.

5. Tender documents MUST be completed in black ink only. The CIDB agreed that it is acceptable for
tenders to be completed in a dark permanent ink which is legible and which can be clearly
photocopied. Tenders completed in pencil may under no circumstances be allowed. This
requirement must be clearly stated in the Notice to Tenderer, [over and above the Standard
Conditions of Tender (Annexure F of the Standard for Uniformity)].

6. All late tenders must be returned unopened. In addition, if only one tender had been received and it
is the intention to rather cancel and re-issue (in such a case the 6 month requirement per paragraph
4 above would not apply), this will only be allov/ed if the one tender received is returned unopened.
Divisions must therefore have procedures in place to ensure that where a single response to a CIDB
tender is received, it is not "prematurely" opened.

7. CIDB tenderers may withdraw their tenders after the closing date, but before business is awarded.
This is different to the norm (See paragraph 7.5.1.1 below) because a CIDB tenderer may have
been awarded another contract in the interim and does not have the capacity to undertake both
contracts.

8. Payments to be made within 21 days from date of invoice, otherwise interest at Prime plus 2% will
automatically accrue. Divisions may however stipulate its own payment conditions in the Contract
Data of the NEC contract templates utilised. Payment terms, depending on the Division's own
payment policies, should as far as possible not be longer than 30 day from date of invoice, since
such long payment terms will inevitably have an impact on the prices quoted by prospective
tenderers. It is essential that proper procedures be put in place to ensure that payments in respect of
CIDB contracts are handled expeditiously. Late payments could be considered as "fruitless and
wasteful" expenditure in terms with the PFMA.

9. Tender prices may not be adjusted due to arithmetical errors made by the tenderer. This is one of
the very strict prescripts of the CIDB and MUST be complied with. If there is an arithmetical error in
the calculation of the pricing of a particular item the total will have precedence. The unit rate has to
be adjusted. If the tenderer is not prepared to adjust his unit rate to bring it to his tendered total for
that item, his/her tender becomes non-responsive. Should an adding error have been made on one
of the pages of the price schedule, the grand total {total tendered price) will take precedence.
The CIDB Standard for Uniformity, however, also allows for the correction of arithmetical errors,
provided that the competitive position does not change, e.g. the correction may not change the
position of the second lowest tenderer to the lowest, or vice versa.

10. The various monetary limits laid down by the CIDB, as well as the Rand values of the different
categories of contractors e.g. the CB 5 : >R3m to £ R5m are inclusive of VAT. This is important
since Transnet monetary limits (delegated authorities) are all exclusive of VAT.

11. All CIDB information relating to BEE still refers to the PPPF Act, which is based on the narrow based
principle. Transnet has decided to embrace the DTI's BBBEE principles as defined in the BBBEE
Act and Codes of Good Practice. Tender documents should therefore clearly indicate that
"Preference" would be evaluated and scored in terms of the Broad-based principles. Refer to
Part 9 for more details regarding the implementation of BBBEE.

12. The CIDB will be administering a list of excluded tenderers. (Contractors who have defaulted on any
CIDB contract awarded by another public Entity). This list will be similar to the Transnet List of
Excluded Tenderers and will run in conjunction with Transnet's List. This means that if a Contractor's
name appears on the CIDB's List of Excluded Tenderers, he will not be eligible to be awarded a
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contract and his tender will automatically be "non-responsive". For easy reference, the CIDB's List
will be published (and updated) in tandem with Transnet's own List of Excluded Tenderers. The GM:
SSM will on the merits of each case decide whether such restriction will be applicable to CIDB-
tenders only or for non-construction related work as well.

13. The CIDB has now amended legislation to incorporate post-tender negotiations with one or a
shortlist of responsive tenderers into its Standards for Uniformity.

14. The CIDB has also exempted Transnet from the CIDB Regulations in respect of Contracts relating
only to "construction works involving any installation, repair, maintenance or alteration of
mechanical material handling systems and lifting machinery in relation to the movement of
containers and bulk material. A copy of the CIDB's letter dated 14 September 2007 in this regard
is available on the Transnet intranet.

15. As mentioned before Transnet decided to standardise on the NEC suite of documents. The NEC
documents, mainly differ from the now defunct E5 document in the following respects:-

whereas the E5 aimed to place all the risk on the contractor (which unfortunately comes at a
premium), the NEC advocates the principle of risk sharing.
similarly, the NEC allows for the speedy and amicable settling of claims and disputes between
the two contracting parties without having to resort to expensive and protracted litigation.

The effect of this is that certain powers which rest with the AC on non-CIDB contracts (See
paragraph 7.3 below), is now under the sole discretion and jurisdiction of the "Project Manager"
and to a lesser degree the "Supervisor". The NEC also grants certain powers to the "Employer",
i.e. the CEO or his / her delegate who signs the actual Contract in terms of a proper Special
Delegation of Authority document. These Transnet employees or agents are appointed in person
and by name for a specific contract.

Although the initial contract will be approved by the relevant AC and signed by the "Employer" with
the appropriate Delegated Powers, the Project Manager and Supervisor will be responsible for the
day-to-day administration of the contract, without any further AC approval in terms of their specific
delegations, both in their personal capacity (i.e. by virtue of their Special Delegation of Authority), as
well as by virtue of their appointment as either Project Manager or Supervisor in terms of the NEC
contract.

All such powers exercised in terms of the contract and which entails a material amendment to the
contract, shall be reported for information to the relevant AC as soon as practicable after the event.
For example, the raising of penalties for the late completion of the project or one stage of the project,
is not a material amendment. However the issuing of a Compensation Event (Variation Order in E5
terminology) constitutes an amendment to the contract and will have to be reported to the AC.
Certain compensation events (e.g. additional work >10% of the initial contract value at non-
scheduled rates (refer to Paragraph 7.3 below) may require prior AC approval, before such
compensation event may be signed off by the Project Manager.

PART 3: ISSUING AND RECEIPT OF TENDERS AND QUOTATIONS (RFXs)

3. Drafting of RFXs

NB: Chapters 3 to 9 will apply to all the procurement paths mentioned in Part 2, unless
otherwise stated. The Tender documents should be compiled strictly in terms of laid-
down guidelines. Refer to the various standard forms and templates and the Contracting
Procedures Manuals for Transversal tenders and Division-specific tenders, available on
the Transnet Intranet.
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ISSUING

3.1 AM notices and adverts calling for tenders / quotations shall be issued in the name of
Transnet Limited

3.1.1 Notices and the appropriate forms and draft agreements for tenders and quotations shall be
issued in the name of Transnet Limited and shall be published (advertised) in the Republic of
South Africa and abroad, if necessary. The name of the relevant division shall be indicated
supplementary to the name of Transnet Limited, e.g. Transnet Freight Rail, a Division of
Transnet Limited (Reg. No. 1990/000900/06). Refer to the various media advert templates
available on the Transnet Intranet.

3.1.2 The rationale for issuing such notices in the name of Transnet Limited is that every legal
document has to reflect the registered company name i.e. the legal persona of the company
which will be contracted with. The tender advertisement is a legal document as in legal terms
this becomes the request to offer to which any interested party can respond by submitting an
"offer".

3.2 Notices and adverts inviting tenders or quotations should reflect all important
information pertaining to the collecting and lodging of such documents

3.2.1 Notices and advertisements calling for tenders shall include the following:-
• the tender number,
• a brief description of the commodity / service required,
• where the prescribed forms may be obtained and the cost to purchase them (if any),
• the closing date, the time and the place where tenders must be lodged,
• information pertaining to site inspections or pre-tender briefing sessions,
• the contact person's address and telephone/fax number, and
• particulars of Transnet's fraud line.

3.2.2 The advert should be as short as possible but nevertheless contain all relevant information. This
is to enable prospective tenderers to plan properly taking into account the time required to fulfil
all the abovementioned obligations. (See paragraph 2.17 above for requirements for CIDB
tenders)
Employees listed in tender notices as contact persons should ensure that they are available to
answer queries. Care should also be taken when responding to enquiries from potential bidders,
not to reveal additional information not in the tender document, to one contender and not to the
others. In such an event, in the interest of fairness, a proper addendum to the tender should be
issued to all tenderers who drew tender documents. Communication with potential bidders
during the open period of a tender (i.e. before the closing date) should be handled with
circumspection so as not to favour one tenderer above the other. Refer to paragraph 3.15.2
below for the rules pertaining to site inspections and tender briefing sessions,

3.2.3 The notice / advert shall be duly published on or before the day of issuing of the tenders.
Tenders may be published in trade magazines, newspapers which are distributed locally or
wider, in electronic tender bulletins, other media which specifically targets specific
markets or small business enterprises, whichever is best suited to reach the potential
tenderers. The office responsible for placing the adverts shall retain copies of all adverts as
placed by the relevant media, for audit purposes.

3.2.4 With regard to BEE, special effort should be made to advertise through media and publications
which will reach the required target area e.g. Sowetan, Enterprise, Pace as well as the Transnet
database. Copies of the notice and prescribed forms shall be furnished to the AC secretariat
where the tender or quotation can reasonably be expected to fall within the jurisdiction of such
Council i.e. over the laid-down limit or longer than 2 years or where there is uncertainty as to
whether it will fall within the jurisdiction of a manager. Any subsequent amendments to notices
inviting tenders e.g. extension of closing date shall be communicated to the AC (Secretariat)
tirneously.
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3.3 Closing dates of tenders and quotations should be clearly specified and should be as
soon as practicable after the issue date, considering the circumstances of each case

3.3.1 The closing date for the submission of tenders or quotations shall be as soon as possible after
the date on which tenders or quotations are invited but must be long enough to allow prospective
tenderers sufficient time to prepare and submit a tender. For off-the-shelf type of purchases a
minimum of two weeks should be allowed, if possible. For more complex tenders such as
construction works which involve quantity surveying etc, a minimum of 3 weeks should be
allowed. The period shall be considered reasonable if the response is sufficient, considering the
specific market. Allowance must also be made for the time required to make delivery of tender
documents from other regions.

3.3.2 Tender dosing dates should be scheduled to ensure that a particular tender box is only opened
once a week where at all possible. This is to eliminate the possibility of tampering with tenders
already in the box prior to the official closing date. When the closing date inadvertently falls on a
Saturday, Sunday or a public holiday, tenders or quotations shall be received up to 10:00 of the
next working day.

3.3.3 The closing venue should likewise be clearly stipulated. Divisions and/or ACs are responsible for
the opening and receipt of all tenders issued by the Division. Depending on the structures and
locations of regional offices and/or regional Acquisition Councils, the CEO/AC may decide to
delegate the closing of lower value tenders and quotations to regional offices/local tender
committees provided that it complies with the minimum requirements as laid down in this
Procedure Manual.

3.4 All tenders and quotations shall be given a business unique consecutive number plus a
cryptic description, and all pages shall be indexed and numbered

3.4.1 The issue of Tender / Quotation numbers should be controlled by a responsible person, to also
ensure the correctness of all tender adverts before they go out to market. Each tender /
quotation which is issued shall be given a consecutive number. This number shall clearly
indicate whether it was an open tender or a quotation, as well as identify the division which
issued it e.g. TENDER NO. TPT/1T/01/04. Following the unique number, a cryptic (short)
description of the requirement should be added, e.g. "SUPPLY OF PRINTER CARTRIDGES TO
TRANSNET PORT TERMINALS FOR A PERIOD OF TWO YEARS". Where practicable all
pages of the tender documents shall be indexed and numbered consecutively in order that both
tenderer and contract administrator can easily check the completeness of the tender document.

3.4.2 In view of the various differences between normal tenders and CIDB-tenders as outlined in
Paragraph 2.17 above, it is suggested that ODs allocate a unique prefix to the Tender Number
to indicate that it is a CIDB-tender. Similarly a specific digit or character can be allocated to
indicate whether such tender will close at the AC or at Regional/depot level e.g.
TPT/M/01/06/D/cidb.

3.5 Validity periods should allow ample time for evaluation, drafting of the recommendation
as well as approval by all the necessary governing structures necessary for that
particular contract and contract value

3.5.1 Unless circumstances require a longer or shorter period to be fixed, tender documents must
state that the tenders or quotations must hold good for at least 30 days from the closing date
thereof. If an unavoidable delay occurs with adjudication, it must be arranged to extend the
validity period. This is subject to the necessary authority to communicate having been obtained.
(Refer to paragraph 2.17 above for specific requirements on validity periods for CIDB-
tenders)

3.5.2 NB: The extension of a validity date effectively "opens the tender up" again and a tenderer has
the right to amend his price or any other tender condition. Transnet will have no option but to
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accept increased prices or less favourable tender conditions, should such tender still be the
most acceptable bid. Therefore every effort should be made to avoid delays.

3.6 Tenderers may be allowed to only tender for certain items or portions of the total project,
where deemed advisable

3.6.1 Tender documents may allow for tenderers to tender for one or more items or for a part of one or
more items but Transnet reserves the right to accept a complete tender or quotation even if it is
not the lowest provided it is in the best interest of Transnet. Tender documents must be specific
as certain contracts wilt require that the whole contract be completed by the same contractor in
order to establish responsibility.

3.7 The raising of a non-refundable charge for tender documents is at the discretion of the
Manager concerned

3.7.1 A manager with the necessary Delegated Authority for the monetary value of the particular
contract, may decide at his/her own discretion that a non-refundable charge be raised for
tender forms, plans, specifications and samples depending on the nature, magnitude and value
of technical information or samples supplied.

3.7.2 This mechanism may also be utilised where it is deemed necessary to eliminate "fly-by-night"
tenderers. However, this should be done with great circumspection so as not to unnecessarily
and unfairly eliminate QSE/EME companies.

The following guidelines (though not prescriptive) may be used to determine a fee for tender
documents:-

<R2million
>R2million to <R5 million
>R5million to <R10 million
>R10million to <R35 million
>R35 million

no charge
R250
R500
R750
R1000 or higher (discretion of CPO)

Where a fee for a tender (RFP) document is to be charged, the advert should clearly state the
payment method. Due to the risks involved in having large amounts of cash in hand, the sale of
tender documents at site meetings, especially in remote areas, should be avoided. Strict control
over cash received should be exercised and documentary proof of documents sold and receipts
issued should be kept on the appropriate files as part of the record.

3.7.3. Should cash payment be one of the chosen payment methods, tender documents must clearly
stipulate that payments be made to the finance office (or another office independent from the
office that issued the tender). The finance office must ensure that the Tender Number is clearly
reflected on the receipt. Tender documents may only be issued to bidders producing a valid
original receipt clearly indicating the relevant tender number. A copy of the receipt with the
signatures of the issuing officer and the bidder who purchased the document must be kept on
the appropriate tender file as part of the record. The following important information pertaining to
all tender documents issued must be entered into the RFX Issue Register, i.e. Tender Number
and description, receipt number, document number e.g. copy no.3 of tender document, name
and contact particulars of person who collected documents, the bidder's (company) name and
date of purchase. At the tender opening, the number of responses received must be checked
against the number of payments received.

LODGING

3.8 Tenders are to be lodged and kept in a controlled environment at all times

3.8.1 All tenders/quotations falling within the jurisdiction of the DAC should clearly indicate the
physical (and courier address, if not the same), and postal address of the DAC where such
tenders will be received.

0078-0970-0001-0037

TRANSNET-REF-BUNDLE-04700



390

CONFIDENTIAL PROCUREMENT PROCEDURES MANUAL
(FOR INTERNAL USE ONLY)

Rev
0

Paqe
32

of
26 May 2009

3.8.2 Where the tender/quotation price is reasonably expected to fall within the jurisdiction of a
Manager (i.e. below the jurisdiction of the DAC), the tender document must clearly indicate how
tenders are to be addressed. Tenders anticipated to fall below the DAC's jurisdiction, and upon
receipt found to be falling within the DAC jurisdiction, must be referred to the DAC for
consideration in the normal manner, with an explanation as to why the tender did not close at the
DAC as laid down. Under no circumstances should such tenders be cancelled and re-issued
with the correct closing venue as that would discredit the whole tendering system. Tenders
anticipated to fall within the DAC threshold, and which consequently closed at the DAC, and
upon receipt found to be below the DAC threshold, may be dealt with by the AC (or the Manager
if it also falls below the AC jurisdiction), provided that the matter is reported to the DAC for
information and records.

3.8.3 Tenders/quotations must be submitted by the tenderer in a sealed envelope. The envelope
must indicate the tender/quotation number, the subject and closing date, time and venue so that
there is no need to open the document and risk the possibility of tender prices being leaked.

3.8.4 The tenderer or his agent shall immediately place the unopened tender/quotation in a locked
tender box for safekeeping until the specified closing date and time.

3.8.5 The tender box shall be fitted with 2 locks and the keys kept separately by two nominated
officials. No single person shall be allowed to open a tender box on his / her own. Both officials
shall be present when the box is opened on the stipulated closing date.

3.9 Tenders received open or without the relevant information on the envelope shall be re-
sealed immediately

3.9.1 If a tender/quotation is received open or without the relevant information on the envelope, the
contents shall be ascertained and then sealed with a note made on the envelope indicating: -

(a) the date of receipt and by whom (name, designation and contact number);
(b) the state in which the tender parcel had been received;
(c) the tender/quotation number and description in respect of which the documents are

submitted; and
(d) the correct closing date, time and venue.

It will then be placed in the correct tender box for opening at the appropriate closing time.

3.9.2 When finally opened, such envelopes shall be kept on the appropriate files as an audit trail. The
tender list compiled by the officer responsible for the tender opening should also indicate that
such tender was received open, so that the evaluating team can consider possible malpractices.
However, such tenders should not be summarily disqualified.

3.10 Fax and e-mail tenders/quotations, and tenders/quotations lodged through an
electronic tendering system will be considered only if the tender document specifically
provides for it

3.10.1 No tender or quotation received by e-mail or fax will be considered unless the tender document
specifically provides for it.

3.10.2 Where the tender document specifically provides for e-mail, fax or electronic reply, provision
must be made in the tender document for Transnet to be indemnified against any and all claims
which may arise as a result of the tenderer not being able to communicate with Transnet
electronically for any reason whatsoever before the closing time.

3.10.3 If at all possible the tender document should be arranged so that the critical information is listed
on one or two pages for the convenience of tenderers so as not overload fax machines.

3.10.4 There should be strict control measures over such fax machines. Fax or e-mail tenders received
should immediately be endorsed "subject to confirmation", placed in an envelope, sealed and
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deposited in the relevant tender box, if physical (hard copy) tendering is allowed in conjunction
with electronic tenders. Should e-mail tenders only be allowed in specific circumstances, these
need to be received in a controlled environment and only be down-loaded from the system after
the stipulated closing time.

3.10.5 Such tender/quotation shall be stamped and recorded with the others received provided that;-

(a) the e-mail or fax is received before the closing time;
(b) at least the name of the tenderer, the tender number, description of goods / service

tendered for, the price (separately or as a lump sum as required) and discounts (if any)
are clearly mentioned in the e-mail or fax tender;

(c) the tender/quotation is confirmed per letter or by means of the official tender form duly
completed which is delivered at the closing venue within a reasonable period after the
closing time or forwarded by courier service and received within a reasonable period
thereafter to allow due adjudication thereof; and

(d) adequate proof of the requirements in <c) above is furnished to the person in charge of
such delegated office responsible for the receipt of tenders/quotations falling within its
jurisdiction.

(e) The abovementioned requirements do not apply where tenders/quotations are submitted
by means of an electronic tendering system where all tender information and prices are
kept confidential and secure in the electronic tendering system until the closing time of
the tender.

OPENING

3.11 Tenders/quotations shall be opened as soon as possible after the closing date

3.11.1 All tenders shall be opened in public (if required by prospective tenderers) as soon as possible
after the expiry of the advertised closing time and date. At such public tender openings only the
names of the tenderers are read out but not the prices. This also applies to CIDB tenders -
see paragraph 2.17 above.
All quotations i.e. responses received in terms of procurement mechanisms 2.6, 2.7, 2.8,
2.9 (second stage), 2.11, 2.12 (second stage) and 2.13 and 2.14 if applicable, are excluded
from public tender openings. When such quotations are opened, the names of contenders
who responded are therefore not read out, nor are their prices disclosed. This is to prevent
collusion between a limited number of contenders or in the event of one supplier only, the
creation of a monopolistic situation.

3.11.2 A register reflecting the names of the tenderer's representative(s) attending the public opening,
the company's name and the tender number shall be kept on the tender file as part of the record.

3.11.3 Tenders/quotations shall be opened by a duly authorised senior employee in the presence of at
least one other employee. Neither of them shall have a personal interest in the tender/quotation
nor be involved in the issuing, evaluation or adjudication thereof. See paragraph 5.8.1 below for
procedure to be followed should a tender opening official have an interest in any tender dealt
with at a particular tender opening session.

3.12 Tenderers shall delete items which they do not wish to tender for on the price list

3.12.1 Where tenderers insert prices on price lists supplied by Transnet, they shall delete items for
which they did not tender. If the price has been included elsewhere in the price list, it should be
indicated. After tenders/quotations have been opened, tenderers may not supplement their
original offer which was incomplete. Where prices have not been inserted in all the relevant
spaces on the forms and such items have not been deleted by tenderers, such spaces shall be
stamped "no price" by the employee who opens the tenders/quotations.
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3.13 Tenders are to be stamped and the names of the tenderers read out as they are opened

3.13.1 Should tenderers insist on a public tender opening, as each tender is opened (not quotations)
the name of the tenderer shall be read out. An employee shall date-stamp the tender or
quotation and all enclosures which indicate the prices, delivery periods and special conditions.
Tenders/quotations shall be numbered in the sequence in which they have been opened and the
words "and last" shall be endorsed on the last tender/quotation. Where only one tender has been
received, the words "and only" shall be endorsed on such tender. The employee in charge of the
tender opening will record particulars of all tenders received in duplicate. The original list of
tenders received must accompany the original tender documents. The name and signature of
the person collecting the tenders must be obtained and the duplicate list with the signature will
be kept by the tender opening office, either on the appropriate file or in a register, as part of the
record.

3.13.2 NB; It is Transnet's policy not to disclose tender prices. With regard to quotations, names
of tenderers should not be read out. (See paragraph 3.11.1 above).

3.14 Late tenders will not be considered

3.14.1 Tenders/quotations arriving after the specified closing time shall not be considered and will
where practicable not be opened but kept sealed in the envelopes. A letter explaining the
circumstances will be sent to all "late tenderers" and such tenderers may then make
arrangements for the collection of their late tender if they so wish. Tender documents must
emphasise to the tenderers the importance of ensuring the correct closing venue, as tenders
delivered at the wrong tender box will not be considered if received at the correct closing
address after the closing time.

3.14.2 Where it is necessary to open a late tender/quotation to obtain the name and address of the
sender, each page of the document shall be stamped "late tender" before the tender is placed on
the appropriate files. The envelope must be stamped and initialled and be retained for record
purposes on the appropriate files.

3.14.3 NB: Late tenders that are not considered must be retained for a period of at least 6 months
before being destroyed (Record of destruction to be recorded on the relevant file). Tenderers
may be allowed to collect their late tenders if they so wish. In exceptional circumstances the
Chairman of the DAC has the discretion to decide whether a late tender may be
considered. Refer to paragraph 2.17 regarding late CIDB tenders. This should be done
with great circumspection and all documentary evidence leading to such decisions, plus
proof of the decision itself, should be kept on the appropriate files as part of the record.

3.15 Amendments before the closing date are permitted provided all tenderers are informed

3.15.1 Transnet is entitled to amend any tender condition, validity period, specification or plan; or
extend the closing date before the closing date, or in the case of a compulsory tender briefing
session, before the scheduled session. However, a minimum of 3 working days before the
scheduled date, such amendments or extension must be advertised and/or all tenderers who
obtained tender documents must be advised in writing per fax or e-mail of such amendment or
extension. The new closing date and time must be clearly reflected. For this reason, employees
issuing tenders shall keep a record of the names and contact particulars of the persons or
enterprises to which tender documents have been issued.

3.15.2 Where a compulsory site inspection/briefing session has been stipulated in the Tender Notice,
under no circumstances may an additional session be arranged merely to accommodate
tenderers who failed to attend a scheduled compulsory session. Such tenders must be
disqualified, and Tender Notices must clearly indicate this. Should a tenderer arrive late, he/she
should be allowed to enter but under no circumstances will Transnet repeat issues already
addressed prior to his late arrival. This must be stated clearly in the tender documents. Should
the tenderer wish to address any issue after the meeting, he/she may do so and all tenderers
especially those who arrived on time, should be invited to stay behind if they wish, to ensure that
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the same information is disclosed to all tenderers - Refer to the relevant PPM Circular available
on the Transnet Intranet.

3.16 Tenders and quotations already received, and of which the closing date has been
extended, shall be kept unopened in the tender box

3.16.1 Where the closing date of a tender/quotation is extended, the notice which makes the extension
known shall also state that tenders/quotations already received, will be retained unopened in the
tender box and be duly considered after the expiry of the extended period. However, the
tenderer may request that such tender/quotation be returned to him/her or the tenderer may
cancel it by submitting a later dated tender/quotation before the extended closing date.

3.17 Amendments after the closing date are permitted provided that all tenderers are informed

3.17.1 Transnet is entitled to amend any tender condition, validity period, specification or plan after the
closing date of a tender. However, all parties who obtained tender documents and submitted
valid tenders must be advised thereof in writing by registered post or fax and be given the
opportunity of tendering/quoting on the amended basis by an extended closing date and time.
Tenderers who, for example submitted their tenders late, or who did not attend the compulsory
tender briefing session/site inspection, did not in fact submit valid tenders and cannot participate
in the extended invitation. Authority for such communication is to be dealt with in terms of
paragraph 3.18.below. In the event of a significant change to the specification to which other
new tenderers could possibly respond, a fresh tender would be required. Paragraph 5.6 below
stipulates that DAC approval should be obtained in such instances.

3.18 Communication with tenderers during the evaluation period is not permitted unless prior
authority has been obtained

3.18.1 In all cases a tenderer may only communicate with the person listed on the tender document on
any matter regarding his tender/quotation prior to the closing date of the tender/quotation. In
the interest of fairness and transparency, any additional information made available to one
tenderer (in response to a query) should also be made available to the other tenderers. After the
closing date a tenderer may only communicate with the Chairman of the relevant DAC.

3.18.2 No communication between a tenderer or any other party who has an interest in a tender and
any employee of Transnet is allowed after the closing date, i.e. during the period between the
closing date for the receipt of the tender/quotation and the date of notification of the successful
tenderer of acceptance of his tender/quotation, except as provided for in paragraph 3.18.3
below. Every case of unauthorised communication shall forthwith be reported to the Chairman
of the DAC. If unauthorised communication has occurred, that tender/quotation may be
disqualified.

3.18.3 The Chairman, Deputy Chairman or the Secretary of the DAC, or the CEO of a Division, or his
delegate, who has been delegated such specific powers in terms of his/her Special
Delegation of Authority, may subject to the provisions of paragraphs 3.18.4 and 3.18.5 below,
authorise an employee, in writing (including by fax or e-mail) to communicate with a tenderer
during the period mentioned in paragraph 3,18.2 above for the purpose of:-

3.18.3.1 Explaining and verification of declarations made in tender response;
3.18.3.2 Confirming that a quoted price is correct (Refer to paragraph 2.17 above re arithmetical

errors on CIDB tenders);
3.18.3.3 Confirming technical particulars and the compliance thereof with specifications;
3.18.3.4 Determining whether there wilt be any change in price if only a portion of the work is awarded to

a tenderer;
3.18.3.5 Requesting an explanation for an unreasonable price increase when it is compared with a

previous price and the interim movement of a relevant price index; (Please note that this is
not an opportunity to re-tender)

3.18.3.6 Clarifying delivery times/quantities;
3.18.3.7 Extending the validity period of a tender, quotation or offer;
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3.18.3.8 Amending any tender condition, validity period, specification etc. after the closing date in terms
of Paragraph 3.17 above;

3.18.3.9 Clarifying any other commercial aspect: and
3.18.3.10 Carrying out of site inspections of the tenderer's premises.

NB: The abovementioned communication issues do not include post-tender negotiation. This
is covered in paragraph 2.7 above.

3.18.4 Where the tender/quotation is managed by a Specialist Unit with a specific strategic focus on
behalf of the user Division, the Specialist Unit shall coordinate all communication of a technical,
financial or commercial nature between Transnet and the tenderer to promote unity of purpose
and to obtain maximum advantage for Transnet.

3.18.5 In all cases where authority to communicate with tenderers has been granted in terms of 3.18.3
above, the submission to the AC should clearly state the nature of the communication as well as
who granted the authority to communicate and the outcome thereof. Documentary evidence of
all authorisations to communicate, the actual communication as well as the outcome thereof
(tenderer's response) should be kept on the appropriate files, as part of the record.

PART 4: EVALUATION

4.1 All tenders/quotations received must be recorded on a comparative list and forwarded for
evaluation to the employee concerned as soon as possible after the tender opening

4.1.1 After all the tenders/quotations have been opened and recorded on a comparative list; it shall be
forwarded to the manager in the Division concerned. After the tenders/quotations have been
entered on a comparative list and evaluated, the manager shall return the tender documents
together with a recommendation to the DAC for consideration. If other Specialist Units call for
tenders/quotations on behalf of a Division, the recommendation of the user department shall, if
necessary, be obtained before the manager concerned or his delegate submits his
recommendation to the DAC. The consumer's recommendation, or in instances where other
criteria (other than price) are a prerequisite, a memorandum motivating how the relevant
selection criteria can best be met, shall also be submitted to the DAC. The criteria used during
the evaluation process may not include any additional criteria which have not been disclosed at
the outset in the tender document.

4.1.2 Paragraph 4.1.1 also applies to tenders/quotations falling outside the DAC's jurisdiction, except
for the requirement to make a recommendation to the Council. If necessary, the tenders and
comparative list shall be submitted to the end user concerned for his report, and be returned
together with his recommendation. Upon receipt of this recommendation, the manager in the
procurement/Specialist Unit, who has the necessary contractual powers in terms of his/her
Special Delegation of Authority, shall indicate his decision on the comparative list or the
memorandum motivating how the selection criteria can best be met, before the contract is
concluded.

4.1.3 The comparative list which is submitted for adjudication shall also indicate the price and quantity
of the same goods or service on an existing contract (if any) or details of price, quantity, delivery
and date of similar previous purchases, sales or services (if any), together with appropriate
benchmarking information, such as price index shift or rate of exchange fluctuation during the full
duration of the contract.

4.1.4 It is not a requirement that Tender Evaluation Committees be appointed for each and every
tender. In cases where a properly appointed multi-disciplinary evaluation team might be an
"overkill", due to there being very limited criteria for consideration due to the absence of
complexity, there is no real requirement for the constitution of such committees. However, in
instances where a number of technical criteria are evaluated on a weighted point system
method, an evaluation committee would be a requirement. Refer to paragraph 9.4.1 below for
tender evaluation with regard to BBBEE and the use of the BBBEE Calculator as a tool to
evaluate tenders in terms of the 90/10 point preference system.

0078-0970-0001-0042

TRANSNET-REF-BUNDLE-04705



395

CONFIDENTIAL PROCUREMENT PROCEDURES MANUAL
{FOR INTERNAL USE ONLY)

Rev
0

Page
37

of
26 May 2009

Also refer to the Manual for Evaluation of Tenders, available on the Transnet Intranet.

4.2 Tender prices must be recorded on a comparative list and be converted to a common
basis to facilitate a fair comparative analysis.

4.2.1 In order to facilitate fair comparison between the tenders/quotations, all bids shall be converted
to a common basis (which should have been developed during the tender development process)
on the comparative list (paragraph 4.1 above) taking the following into account:-

(a) Tender price preference points, as determined from time to time, e.g. the BBBEE
Preference - see Part 9) must be allocated to the total scores where applicable.

(b) Railage
Should a tenderer have tendered a free on rail price (FOR), the railage calculated at the
public tariff applicable from the point where the goods have been offered or the port of
entry to the place where the goods shall be delivered shall be added to the tender price.
(Refer to paragraph 5.3.1.9 below for instances where the tenderer has specifically
stated that the railage costs will be for his own account, i.e. not FOR).

(c) Other costs in respect of goods from abroad to be added to tender price. Inspection
costs, the freight and insurance from the place where the goods have been offered to
the destination where it shall be delivered, landing charges, wharfage, the applicable
import levies as stipulated by the Government from time to time in respect of the
imported goods or that which forms part of the goods produced or made in the Republic
of South Africa. (Refer to paragraph 4.15.1 below re Incoterms)

(d) Commercial discounts to be subtracted from the tender price.
(e) Other factors such as price adjustment conditions, exchange rate fluctuations, etc. that

affect the prices over the full period of the contract i.e. an apparent lower price at
tender evaluation stage may become the highest, due to unexpected exchange rate
fluctuations during the course of the contract, (see directive on Embedded Derivatives
available on the Transnet website)

(0 Any other incidental costs which may arise from the acceptance of an offer.
(g) Differences in quality which can be expressed in monetary value,
(h) Time value of money where cash flows differ.

4.2.2 The comparative list should, where applicable, show the comparison of prices under the
following headings:
(a) Tendered prices.
(b) Comparative prices (sub-paragraph (4.2.1){a), (b), (c) and (d)).
(c) Future anticipated prices (sub-paragraph (4.2.1 ){a), (b), (c), (d), (e), (0 and (g)).
(d) Nett Present value (sub-paragraph (4.2.1 )(h)).

4.3 The Department of Public Enterprises' Competitive Supplier Development Programme

4.3.1 Transnet is exempted from the Department of Trade and Industry's (DTI's) National Industrial
Participation Programme (NIPP), which relates to importation of goods in excess of $10 million.
In terms of NIPP, overseas suppliers are liable for a NIPP obligation amounting to 30% of the
imported content.

Transnet has instead implemented, with effect from February 2007, a Competitive Supplier
Development Programme (CSDP) as an alternative means of achieving the aims of the NIPP.
Tenders which have been issued prior to this implementation date, or after this date, and which
are still in the adjudication / negotiation stage, may be re-negotiated on the CSDP principles,
provided that details of such cases are reported to the GM: SSM so that the DTI and the DPE
may be informed accordingly,

4.3.2 The goals of the CSDP are to increase the competitiveness, capacity and capability of the local
supply base. Therefore, in all tenders where overseas tenderers will be responding, these goals
will be taken into consideration when tenders are adjudicated, and overseas tenderers should be
requested to include proposals in this regard in their tenders.
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4.3.3 Foreign suppliers are therefore requested to consider, as part of their tender response, to
commit themselves to mutually acceptable initiatives which will be contributing towards
sustainable industrial development and job creation in South Africa by means of direct and
indirect investments into South Africa.

4.3.4 One of the evaluation criteria of such tenders issued to foreign suppliers will therefore be the
extent to which the foreign suppliers provide option(s) for possible Foreign Direct Investment
(FD1) in local manufacturing, supplier partnerships with local firms, sustained skills development
programmes and other interventions aimed at strengthening local suppliers, with the aim of
working towards global competitiveness.

Refer to the Supplier Development Plan, available on the Transnet intranet, for more details
regarding Transnet's CSDP programme.

4.4 Transnet supports local industry by utilising SABS (including SANS) specifications,
where possible

4.4.1 Where it is in the interest of Transnet, it supports South African industrial and commercial
undertakings when purchasing goods and to this end it uses SABS (South African Bureau of
Standards) including SANS (South African National Standards), and CKS-specifications (Central
Standardisation Committee), as far as possible in the preparation of tender documents. Other
specifications must be drawn up in consultation with local industrialists in order that maximum
competition may be achieved.

4.4.2 If one industrialist is contracted to develop a specification in collaboration with Transnet, it must
be arranged in terms of a development contract which effectively controls development costs.
The agreement must be on the clear understanding that the specification/products so developed
shall remain the property of Transnet which retains the right to call for tenders for the supply of
the goods in terms of that specification.

4.4.3 In terms of the National Railway Safety Regulator Act, consideration must be given to safety
during the procurement of goods and services for the Rail sector. Transnet contracts must
therefore impose specific duties upon suppliers to ensure compliance with safety
requirements/standards prior to and on delivery of their products/services to Transnet. The
contracts must also include penalties for non-compliance. Furthermore, if a supplier is required
to provide a permit as per the Regulations, Transnet may not accept such goods/services
without such permit being made available. It is important to note that Transnet thereafter bears
the onus of ensuring that the safety requirements are upheld for the rest of the lifecycle of that
product. Transnet must therefore implement mechanisms for the periodic measurement of
performance, monitoring, review of deliverables, reporting on non-adherence to the agreed
standards as well as proposed remedial action. Refer to the various standard tender and
contract templates available on the Transnet Intranet.

4.5 Transnet supports local industry by considering the local content portion of the tendered
price

4.5.1 Tenderers shall indicate in the tender documents against each item tendered for, the amount
included in the tendered price which constitutes the local content portion of the tendered price.

4.5.2 If any doubt exists regarding the bona fide production, manufacture or assembly of the tendered
goods in the Republic of South Africa, the employee who shall compare the prices may after
having obtained the necessary authority to communicate -

(a) call for documentary proof from the tenderer to substantiate any information furnished
by the tenderer, or

(b) take such steps as he may deem necessary to verify any information before he makes a
recommendation to the AC.
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4.5.3 Where business is awarded as a result of its local content, the amount due in terms of the
contract for the quantity of goods supplied, shall not be paid to the contractor unless and until he
has furnished an affidavit or auditor's certificate to the effect that the amounts stated in sub-
paragraph (a) above, are correct and constitute the local content portion which has been
included in the tendered price of each item tendered for.

4.6 Preference will be given to tenderers nearest to the place of delivery if all other things are
equal

4.6.1 If all other things are equal (e.g. price, BBBEE, delivery lead times, technical compliance),
preference will be given to tenderers nearest to the centres at which the goods must be
delivered.

4.6.2 Where the tenders/quotations are equal in all respects including 4.6.1 above, the award shall be
determined by the drawing of lots at a meeting of the AC, or in cases where the value of the
tender falls outside the AC'S jurisdiction or sub/regional tender committee (if applicable), the
manager concerned shall draw lots in the presence of two other employees.

4.7 Tenderers who submit incorrect or false information in their tender documents, will be
, dealt with severely

4.7.1 Where a tender/quotation has been accepted because of certain commitments made by the
tenderer at tender stage and it is thereafter established to Transnet's satisfaction that the
criterion were not met or were less than originally tendered, the loss/damage suffered by
Transnet as a result, shall be recovered from the contractor without prejudice to any right which
Transnet may have to repudiate the contract, in so far as it has not yet been completed.
Consideration can also be given to placing such contractor on Transnet's List of Excluded
Tenderers (See paragraph 7.5 below).

4.7.2 The amount representing any loss, damage or penalty referred to in paragraph 4.7.1 above may
be recovered by deduction from moneys owing by Transnet to the contractor, whether under the
specific contract or through any other cause or by action in any competent court or partly by one
and partly by the other of these methods.

4.7.3 For the purposes of paragraph 4.7.1 above, Transnet shall be deemed to have incurred
loss/damage only where it can be shown that, if the degree to which the selection criteria had
been met, had been offered at tender stage, the contract would not have been awarded to the
contractor. The amount of recoverable loss/damage shall be the amount by which the
contractor's tender price or quotation exceeds the price that would have been payable to the
tenderer to whom the contract or order would probably have been allocated. In determining the
price that would have been payable to the other tenderer as aforementioned, account shall be
taken of any incidental costs and charges (over and above the tender price) which would have
been borne by Transnet in the normal course of business.

4.8 Goods manufactured locally should where possible be marked "Manufactured in South
Africa" or "Proudly South African"

4.8.1 Goods of South African manufacture purchased by Transnet shall, if possible, be marked by the
supplier/manufacturer to indicate that they have been manufactured in South Africa, primarily to
ensure that the local product is not substituted for an imported product, but also to promote local
manufacture by openly displaying Transnet's support of local manufactured goods. Similarly
goods entitled to use the "Proudly South African" mark should be marked as such.

4.9 The experience, equipment, financial standing and previous performance of tenderers,
will be taken into consideration in the evaluation process

4.9.1 A tender/quotation shall not be recommended for acceptance if based on reasonable grounds,
there is any doubt as to whether the tenderer is sufficiently experienced, equipped and of
sufficiently sound financial standing to satisfactorily carry out the contract.
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4.9.2 Tenderers for services shall indicate their experience by submitting a schedule of work which
they have previously / recently undertaken.

4.9.3 A tender/quotation shall not be recommended for acceptance if the tenderer's previous
performance based on timeous performance, quality, price escalation and service was not
satisfactory and he has been informed accordingly.

4.9.4 So as not to expose Transnet to unreasonably high-risk situations, it is imperative to obtain and
verify the Company Registration Documents, etc or the personal Tax Clearance Certificates in
the case of individuals, from companies and/or individuals unknown to Transnet.

4.9.5 This, however, does not derogate from Transnefs BBBEE policy. Therefore BEEs unknown to
Transnet but who have been identified as potential suppliers should be assisted where possible
in terms of the aforementioned policy.

4.10 Tenders/quotations shall be carefully checked for compliance with Transnet's
specifications or requirements

4.10.1 All tenders/quotations received shall be carefully perused for compliance with Transnet's
requirements and specifications. Provided other tenderers are not prejudiced thereby, any
deviations from the specifications or prescribed conditions, or new conditions stipulated by the
tenderer which are acceptable to Transnet, should be incorporated in the contract. This is to
ensure that all tenderers are treated fairly and that "apples are compared with apples" in
accordance with the same specification. Also refer to paragraph 5.2.

4.11 Tender documents should indicate the approximate quantities required at each centre

4.11.1 When goods are to be distributed throughout the RSA, the tender forms shall, as far as possible,
indicate the approximate quantities required at each centre and not merely the total quantity
required. This is to enable tenderers to suitably price their tenders taking into account transport
costs but also to ensure that goods purchased are not transported unnecessarily.

4.12 Goods imported from abroad shall be shipped to the closest port of discharge

4.12.1 Goods from abroad shall be shipped to the airports or ports in the RSA most advantageously
situated in relation to the point at which the goods are required, taking into account the
availability of transport modes and facilities.

4.13 Perishable goods shall be purchased locally and as close as possible to the centre where
it is required

4.13.1 Purchases of goods of a perishable nature shall as far as possible and justifiable be made at or
near the centre where the goods are required.

4.14 Goods/services may be imported if local suppliers' products are not acceptable

4.14.1 When it is considered that the prices of goods/services from within the RSA or from abroad
through local representatives are too high, or the quality or service is unsatisfactory, or when
acceptable tenders cannot be obtained in the RSA or the goods/services are not available in the
RSA, such goods/services may be obtained from abroad in terms of the normal procedures.

4.15 Tender documents should, where applicable, contain conditions regarding shipping

4.15.1 Where possible tender documents should stipulate a "Delivered" price basis since this places the
responsibility and cost of import on the supplier, as well as the risk of possible late deliveries. If
deemed more advantageous for Transnet to import direct from the overseas manufacturer,
tender documents shall contain appropriate conditions to ensure fulfilment of the terms of any
shipping freight agreement or customs and clearing agents to which Transnet is a party. Refer to
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Definitions: Part 10 for the various Incoterms. Tender documents should stipulate that Transnet
reserves the right to undertake its own clearing, shipping or insurance should the tenderers'
prices be found to be unreasonably high.

4.16 Proprietary articles shall not be used to limit competition

4.16.1 When a patented article is used as a sample or when the name of a manufacturer or of a certain
trade mark or brand is quoted, it shall only be to indicate the type or quality of the article
required and not to limit competition to that article. Tender documents or enquiries must specify
not only the patented article or the name of the manufacturer or trade mark or brand but also
mention that goods of a similar kind or quality will be considered (in order to obtain optimal
value). The same principle also applies where Transnet specifications are drawn up - See
paragraph 2.6.3.1. above. Should it, for example, be prudent to specify a specific standard for
warranty purposes (e.g. GEC electric traction motor spares), strenuous efforts should be made
to obtain quotations from the OEM, as well as various agents / distributors and retailers.

4.16.2 Transnet will acknowledge and respect the intellectual property (IP) rights of suppliers. However,
Transnet also needs to be seen to promote fair competition where at all possible. Therefore it will
strive to strike a fine balance between fair competition and protecting the intellectual property
rights of suppliers. Depending on the merits of each case, one or a combination of the following
approaches will be followed:-

(i) Transnet may choose to pay the supplier outright for its IP in that product and purchase
the product with its IP. This applies to all specifications, drawings and/or prototypes.
The supplier relinquishes its rights to the IP completely and Transnet will own all rights
in that development. As far as possible, Transnet will disclose this at RFP stage, and all
aspects pertaining to IP will be negotiated and captured in the contract between the
parties. Compensation for the supplier's design inputs, etc., may be in the form of
awarding a significant order or by outright payment for design / development costs and
the supply of the relevant drawings, specifications and/or prototypes. Transnet shall
have the right to procure its future requirements via a tender process and the original
designer/developer will be free to participate. The IP-value in these cases will normally
be of lesser significance and therefore a patent/licence will not be registered.

(ii) Transnet may choose to share the IP with the supplier where it jointly developed the
product. Both parties shall share the IP and royalties emanating from the use/licencing
of the particular product in such cases, and this will be clearly set out in the contract
between them. The IP-value in these cases will normally be of more significance and a
patent/licence will be registered jointly in the names of both parties.

(iii) Where a product has been developed exclusively by a supplier for Transnet, such IP
shall vest in Transnet. Although such product(s) could have been developed solely by
the supplier, it(they) may not be patented by a supplier without Transnet's consent as
this could jeopardize the fairness of the procurement process for Transnet's future
needs. Such consent will not be unreasonably withheld.

(iv) Where an existing patented article is required by Transnet. and depending on the
specific product and availability of similar products in the market, (whether patented or
not), Transnet may choose to either confine the purchase of the patented article only or
issue an open tender clearly specifying that the patented article or "anything similar" will
be considered.

4.17 Transnet will not accept liability for the cost or delivery of samples made from Transnet's
material

4.17.1 Samples made from material supplied by Transnet will not be returned to the tenderer and
Transnet will not necessarily accept any liability for the cost of the manufacture of such samples.
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4.18 Transnet will deal with samples supplied by tenderers, asfollows:-

4.18.1 Transnet reserves the right to retain samples which tenderers are required to furnish in
compliance with the tender conditions.

4.18.2 Transnet will not pay for samples submitted by the successful tenderers and it may retain the
samples for the purpose of determining the quality and workmanship of the goods delivered in
execution of the contract.

4.18.3 If the samples of unsuccessful tenderers are retained and such tenderers require payment for
them, Transnet will make payment at the tendered price of the article. If Transnet does not want
to retain such samples and the tenderers require their return, Transnet will accept liability for
their return to any place within the RSA.

4.18.4 Transnet is not liable for samples furnished by tenderers on their own initiative. If tenderers
desire the return of such samples, these will be returned at the tenderer's risk and cost.

4.18.5 Prospective suppliers who fail to furnish samples when specifically required to do so, may be
disqualified.

PART 5: RECOMMENDATION

5.1 A memorandum of reasons for awarding business (fulfilling the criteria) should
accompany the recommendation (precis) to the AC.

5.1.1 Where tenders/quotations are invited and selection criteria other than price alone will be a
deciding factor, e.g. environmental impact, local community involvement, job creation, BBBEE
involvement, a memorandum motivating how all the relevant selection criteria can best be met,
should form part of the submission (precis) to the relevant AC, or in cases falling below the AC's
jurisdiction, to the Manager with the necessary delegated powers.

5.2 Tenders which do not comply with tender/enquiry conditions should as a general rule be
rejected

5.2.1 Tenders/quotations which do not comply with the tender/enquiry conditions, or which are
incomplete should, as a general rule, be rejected. Such tenders/quotations may only be taken
into consideration if other contenders are not prejudiced thereby, and it is regarded to be in the
best interest of Transnet. When the documents are returned to the Chairman (or manager in
respect of those tenders falling below the AC's jurisdiction) the recommending officer shall
submit a certificate giving details of any aspect of the tender conditions which has not been
complied with but which is nevertheless recommended for acceptance. - Also see paragraph
4.10.above.

5.3 Transnet is not obliged to accept the lowest, or any bid

5.3.1 The lowest, or any tender/quotation, shall not necessarily be recommended for acceptance.
Refer to paragraph 5.6 below, should none of the tenders received, be acceptable. The
acceptance of the whole or part of any tender/quotation, or in the event of a number of items
being tendered for, any item or part thereof may be recommended, provided that this was a
tender condition. Suppliers, who in conflict with the tender conditions, qualify their bids on the
basis that the whole tender/quotation should be accepted, must be advised that the restriction
must be withdrawn before their tender/quotation can be considered.

5.3.1.1 Price

As Transnet is operating in a competitive transport market, price is a very important factor as it
ensures optimal value for money and reflects directly on Transnefs bottom line. However,
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unless cost will be the determining factor on whether a project will go ahead or not, price should
not be regarded as the only factor. Generally, all tenderers are to be scored using a pre-
determined scoring matrix reflecting the relevant selection criteria and their weightings. PRICE
and BEE should be kept separate from technical / quality / service related criteria so as not to
dilute their importance as will be noted from the BEE scoring matrix - See Part 9.

Price should therefore not be the main or only criteria for selecting the successful tenderer,
especially if there are other equally or more important criterion. Depending on the circumstances
and merits of the case, any one (or more) of the following criteria can have a larger or lesser
impact, or may even be the single deciding factor for the award of the business.

5.3.1.2 Total Cost of Ownership (TCO)

In terms of open and fair competition, as far as possible specifications are not written around
specific products but drawn up to accommodate as many acceptable products as possible.
When different products are compared, other aspects such as guarantee periods, expected
lifespan, cost and availability of spare parts/components, after sales service, etc should be taken
into consideration to ensure that the TCO is compared and not merely the tendered price in
isolation.

5.3.1.3 Service and supply chain reliability

In order to reduce inventory levels and the high cost associated with stockholding, i.e.
warehouse space, staff, inventory control systems, etc a reliable supply chain with the shortest
possible lead times for delivery will have a direct influence on the eventual TCO of the product.

Transnet may at its own discretion prefer not to keep high-value emergency spares/components
in stock due to the negative impact it will have on inventory levels. The supplier may therefore be
required to keep such stock and supply to Transnet on very short notice (e.g. traction motors,
container crane components) in which case this would either become a tender condition or a
very important evaluation criteria.

5.3.1.4 Quality

As Transnefs reputation as a safe transport provider is dependent upon the quality of its service,
the quality of the goods and products utilized to provide that service cannot be compromised.
However, one should guard against "over-specification" (i.e. specifying more than the minimum
requirement to do the job). One should strike a balance between optimal cost and quality.

Quality will be crucial when it cannot be compromised without endangering human lives or
Transnefs service levels, e.g. train signaling equipment or rolling stock equipment.

5.3.1.5 Local community involvement

A project may be identified and set aside specifically as a community upliftment programme
where the success of the project is dependent upon the support and recognition of the local
community, e.g. the erection of a day-care centre for employees' children.

5.3.1.6 BBBEE

Transnet has aligned the measurement of BBEEE to the DTI Generic Scorecard and will accept
BBBEE scorecards issued by Verification Agencies accredited by SANAS and who are using the
latest Codes of Good Practice. Refer to Part 9 for a full description of the BBBEE methodology
and the 90/10 preference point system utilized by Transnet as well as the relevant BBBEE
Circular and RFX clause available on the Transnet Intranet.
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5.3.1.7 Utilising local labour force

On high-tech, high-value construction contracts, there is always some unskilled or labour
intensive work that could possibly be outsourced to the local community. The main contractor
takes responsibility for the project in totality and is responsible for training and skills transfer to
the local community labour force. In such instances, the tender documents should stipulate that
it is either a pre-condition or a favourable consideration that the successful tenderer make use of
the local workforce for the labour component of the contract.

5.3.1.8 Environmental impact

5.3.1.8.1 The importance of environmental conservation as an evaluation criterion cannot be over-
emphasised. This does not only cover construction type contracts which may have a direct
impact on the surrounding environment but also include any other indirectly related matters
such as manufacturing processes where the raw materials or products used are not
environmentally friendly.

5.3.1.8.2 This category is relevant where the feasibility of a project is dependent upon the environmental
impact it will have on the surrounding properties (e.g. harbour developments adjacent to a
nature conservation area or where the disposal of a product at the end of its life-span will have
a cost implication, e.g. nuclear waste disposal).

5.3.1.9 Reciprocal Business

Since Transnet's focus is to provide a world-class multimodal transport service, prospective
tenderers should be encouraged to utilise such services to transport their raw materials and/or
finished products. Therefore, depending on the commodity being purchased and the applicability
of utilising Transnet's services, reciprocal business may be one of the important evaluation
criteria and stipulated as such in the tender document.

5.3.1.10 Transnet's public image

5.3.1.10.1 Transnet, a public company, with its sole shareholder being Government should always be
aware of the image it portrays to the public. Its tendering processes should therefore always
be seen to be fair, open and transparent. Business transactions and dealings with service
providers who do not share these same goals should be avoided.

5.3.1.10.2 This category as an evaluation criteria will be applicable where Transnet's public image is at
stake and will be the deciding factor e.g. in an advertising or marketing campaign.

5.3.1.11 NB: The abovementioned are merely some examples of selection criteria and it is not intended
to be limited to only these. So as not to create false expectations with tenderers, it is important
that the selection criteria, not necessarily in order of importance, and without any reference to
the individual weightings, be clearly stated in tender documents.

5.4 Reasons for recommendation must be clearly stated in the recommendation to the DAC
and where applicable should be accompanied by the relevant certificates.

5.4.1 The reasons for recommending tenders/quotations shall be clearly stated by recommending
officers.

5.4.2 When only one technically acceptable tender/quotation is received and recommended for
acceptance, it shall be indicated whether the prices are fair and reasonable and how this has
been determined (e.g. previous prices etc).

5.4.3 If a tender/quotation other than the lowest is recommended, the recommending officer shall
certify with reasons that this represents optimal value and is in the best interest of Transnet.
The AC shall furnish reasons should it not be satisfied with a recommended tender/quotation. In
both instances such reasons shall be recorded in the DAC minutes.
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5.4.4 When business is awarded to a supplier (who is not the lowest tenderer) because of his ability to
best meet the selection criteria, this must be clearly indicated in the recommendation to the
AC/manager together with an indication of the cost-premium payable by Transnet.

5.5 Disagreement between recommending officers shall be referred to higher authority within
the division, or to the DAC

5.5.1 Where the decision of the manager who may conclude the contract conflicts with the
recommendation of the consumer, the dispute shall be settled by the employees concerned
having regard to technical and commercial considerations. If it is not resolved it shall be referred
to higher authority within the division concerned or to the DAC for a decision.

5.5.2 Should a dispute arise between the recommending officer and the DAC regarding a submission
made to the AC, consensus should be sought from the CEO of that Division on business
matters, or from the Group Supply Management Function on policy and procedural matters.
Should consensus not be reached (i.e. if the CEO/Group Supply Management also agrees with
the DAC), the recommending officer may escalate the matter to the GM: SSM for a decision and,
if still not settled, to the Transnet GCFO, whose decision shall be final and binding on all parties.

5.5.3 NB: As the DACs are governance structures instituted by Transnet Executive Committee
and appointed by the CEO of the Division, nobody other than the CEO (in cases where the
CEO him/herself is not the Chairman of the AC), may "overrule" a AC decision. (See
paragraph 8.1.11.2 below for more details)

5.6 Non-award of business shall be submitted to the DAC for consideration

5.6.1 Non-award of business (as a result of Transnet's bad planning) should for obvious reasons be
minimised as far as possible as tenderers inadvertently incur expenses in preparing and lodging
tenders. In such cases, consideration should be given to refunding the tender document charge
if tender documents were sold. When no tender/quotation can be recommended for acceptance,
the manager concerned shall submit the non-acceptance with reasons as well as an indication of
how the required goods/service will now be met for DAC consideration.

5.6.2 The same principle shall apply if part of a tender, or certain items, is not awarded.

5.6.3 If the award of business as approved by the DAC is not awarded the matter must be motivated
and submitted for DAC consideration. Transactions falling below the DACs jurisdiction (or
regional / local DAC) should be dealt with similarly, except that the Manager concerned will
consider such non-award.

5.7 Sales to or purchases from employees to Transnet will not be permitted.

5.7.1 No sale to or purchase from a Transnet employee shall be permitted under any circumstances.
This procedure does not apply to sales by auction or such other exceptions as may be
authorised by Management from time to time.

5.8 Employees who may have an interest in a tender shall declare such interest and recuse
themselves.

5.8.1 Employees who may have a competing direct or indirect personal interest in a specific tender,
quotation or offer, must declare such interest and recuse themselves as such competing
interests can make it difficult to fulfill his/her duties impartially. The employee must declare such
interest in writing to his/her superior and recuse him/herself from the receipt, evaluation,
adjudication or acceptance of the tender/quotation/offer. Declarations of interest in any business
must be kept in a proper register with the relevant Head of Department for audit purposes. In
addition, all employees involved in any way in the tender process must sign a Declaration of
Interest Certificate and indicate whether or not they have an interest in the tender. This record
must be kept on the appropriate tender file for the record.
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5.8.2 A direct interest in a tender includes the following:-
The employee:-
- Being a shareholder / member / director of a tenderer;
- Being a shareholder / member / director of the holding company of a tenderer; and
- Being a shareholder / member / director of a subsidiary of a tenderer.

or
a direct family member as defined in paragraph 5.8.4. below, or a close friend:-
- Being a shareholder / member / director of a tenderer;
- Being a shareholder / member / director of the holding company of a tenderer; and
- Being a shareholder / member / director of a subsidiary of a tenderer

5.8.3 Likewise, any indirect interest of an employee in a tender/quotation or offer should also be
declared. The Manager will rule whether he/she should recuse him/herself and the reasons
should be minuted and kept on file for the record. Indirect interests may be, but are not limited
tor-

Having been involved with the drafting of the specification or tender documents, or the
issue / advertising thereof;
Having been involved in the evaluation/adjudication of the said tenders (applicable to
members / alternates serving on the relevant DAC).

5.8.4 Tender documents must always contain a clause for prospective tenderers to declare any
possible direct family relationship with a Transnet employee. Direct family relationship includes
husband/wife, children (own and step), parents and grand parents (own and in-law), brothers
and sisters (own, step and in-laws). Although business with such enterprises is not forbidden, it
is imperative that it be properly declared, and explicitly pointed out in the submission to the AC in
order that the AC may consider all the relevant facts and decide whether such involvement by a
Transnet employee could be regarded as fair or whether other prospective tenderers will be
prejudiced or may be perceived to have been prejudiced thereby.

5.9 Ex-employees shall not be restricted from doing business with Transnet

5.9.1 Ex-employees of Transnet shall not be restricted from doing business with Transnet unless a
Restriction of Trade Agreement concluded at their time of departure from Transnet exists. Due
diligence should however be exercised by evaluation teams to determine whether any undue
influence/unfair advantage could have been possible between any Transnet employees and the
ex-employee. This should be stated clearly in submissions to the AC or to the delegated
manager for transactions falling below the AC'S jurisdiction. NB: This is not applicable to the
disposal of non-core business of Transnet - refer to paragraph 1.3.3.4. (xiv) above.

5.9.2 In terms of Transnet's Social Plan, ex-employees who have been retrenched may be assisted to
establish entrepreneurial ventures through the Transnet Development Agency. Such
commitments from Transnet's side should be formally approved in terms of Transnet's Social
Plan. Such ex-employees (or groups of ex-employees) will obviously not be restricted from doing
business with Transnet - in fact, once the terms of the TDA and the way in which it will function
has been agreed upon with the unions, it might even be decided to give such entrepreneurial
ventures some sort of preference.

PART 6: CONTRACT ACCEPTANCE

6.1 Employees shall not anticipate approval of acceptance of tenders and prematurely inform
the recommended tenderer of the acceptance of a tender

6.1.1 No employee shall anticipate the approval of acceptance of tenders/quotations and shall not
enter into contracts verbally or in writing or place orders before the prescribed procedure has
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been performed and authority has been duly granted therefor by a manager with the appropriate
Special Delegation of Authority.

6.2 The decision to accept tenders/quotations may only be communicated once all the
provisos have been adhered to

6.2.1 A manager may only communicate the acceptance of a tender/quotation i.e. conclude the
contract if the following provisos have been adhered to>

6.2.1.1 he has complied with all internal Policies and Procedures and if applicable obtained the DAC's
concurrence by means of an approved DAC minute;

6.2.1.2 the value of business awarded is within the level of his/her powers to contract in terms of his
Special Delegation of Authority; or where the value exceeds his/her powers, he/she shall obtain
a mandate from higher authority to conclude and administer the contract; and

6.2.1.3 where the value of business exceeds the relevant CEO's delegated powers to contract, a
mandate in favour of a nominated manager shall be obtained from the relevant higher authority
(e.g, Transnet GCFO or GCE, depending on the value of the contract) to conclude the contract
with one or more specified contractors for a specific amount, and to administer such contract.

6.3 Notices of non-acceptance to unsuccessful tenderers, and conclusion of a contract(s)
with the successful tenderer(s) shall be finalised as soon as possible after approval has
been received

6.3.1 As soon as possible after approval to award a contract has been received, the OD which
invited the tender/quotation shall arrange to conclude the contract i.e. to inform the successful
tenderer of the acceptance of his tender/quotation. This notice may only be communicated by a
person with the necessary Special Delegation of Authority, or a person with a written mandate
for a specific contract. Unsuccessful tenderers shall be advised in writing of the name of the
successful tenderer but not the value of the contract as it is Transnet's policy not to disclose
tender prices. The disclosing of the successful tenderer's name does not apply to business
which was confined to one or more contenders, Approved List purchases included. On award of
business to the successful contender all unsuccessful tenderers, including those who responded
on confined enquiries and quotations, will be informed of the reason as to why their tenders had
been unsuccessful, e.g. price, delivery period, quality, BEE or any other reason.
Details on how tenderers responded to the relevant evaluation criteria should also not be
disclosed (See Paragraph 5.3.1.1 and 3.11 above).

6.4 Applications received in terms of the Promotion of Access to Information Act (PAIA)

6.4.1 Should an application be received in terms of PAIA, the "requestor" should be referred to the
Transnet Limited Information Manual. The purpose of this Manual is to set out the procedures to
be followed and criteria that have to be met for anyone (the "requester") to request access to
records in the possession or under the control of Transnet Limited and its Entities.

6.4.2 As the Transnet GCE is automatically designated the Chief Information Officer, requesters are
required to address all requests to the relevant Deputy Information Officer of Transnet as per the
Manual. It is important to note that all requests received in terms of PAIA must be dealt with
immediately as there are deadlines within which to respond to the requester.

6.5 The SA Post Office and/or Telkom SA Ltd shall be regarded as the Agent of the Tenderer
if delivery of acceptance to the tenderer is communicated by means of a telegram or letter

6.5.1 When a tenderer has been advised by telegram or letter of the acceptance of his
tender/quotation, the South African Post Office Limited and/or Telkom SA Limited shall be
regarded as the agent of the tenderer and delivery of such notice of acceptance to the above-
mentioned offices shall be considered as delivery to the tenderer.
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6.5.2 Where a tenderer has been informed per fax of the acceptance of his tender/quotation, the
acknowledgement of receipt transmitted by his fax machine shall be regarded as proof of
delivery to the tenderer.

6.6 Types of contracts

6.6.1 The contracts of Transnet may be for, but not limited to>

6.6.1.1 a specific service based upon a lump sum price or on a priced schedule of approximate
quantities;

6.6.1.2 a definite quantity of goods at an agreed price,

6.6.1.3 the supply of an estimated quantity of goods or rendering of a service at an agreed price, during
a fixed period, provided that the estimated quantity of goods to be supplied or service to be
rendered may be increased or decreased by ten per cent if allowed for in the contract.

6.6.1.4 the supply of an unspecified quantity of goods or rendering of a service at an agreed price,
during a specified period, provided that details furnished of similar goods supplied or services
rendered during a previous period or of possible future requirements are for the information of
the tenderer only and shall not be binding;

6.6.1.5 lease for a specified period at an agreed rental, with or without the options of renewal or for an
unspecified period, but provided that normally six months' notice of termination may be given.

6.7 A formal written contract shall be entered into with the successful tenderer

6.7.1 A formal written contract shall be entered into with the successful tenderer unless the goods or
services are for immediate delivery or execution, or in cases where a duly approved
procurement/credit card is utilised (refer to paragraph 2.3). In all instances where a formal
contract is not concluded, the acceptance in writing of a tender/quotation, setting forth all the
material terms agreed upon (i.e. exchange of letters agreement, a purchase order, letter of
intent, etc), shall be sufficient compliance with this directive. No payments shall be made in the
absence of documentary proof of a contractual commitment existing on the part of Transnet as
well as the conditions pertaining thereto. This is to ensure that Transnet is suitably covered
should it become necessary for Transnet to resort to litigation for any reason. The rules
governing safe custody of contracts {refer to paragraph 6.9.1 below) equally apply to "contracts"
of this nature.

6.8 Formal contracts are to be entered into in the name of Transnet Limited

6.8.1 All contracts shall be concluded, as soon as possible after the award of the business to the
successful tenderer, in the name of Transnet Limited, according to guidelines issued and shall
be signed for and on behalf of Transnet by a manager with the appropriate Special Delegation of
Authority.

6.8.2 Internal contracts (SLA's) between Operating Divisions and Specialist Units are dealt with in the
terms of the Interdivisional Support Policy. Such contracts do not require AC approval.
However, any external contracts which may be required by the internal Specialist Unit are
subject to these Procedures and require Acquisition Council approval. Since all ACs are
governed by the same rules, it is immaterial whether the client's or the Specialist Unit's AC is
utilised. This aspect may be stipulated and agreed upon between the two parties when
formalising the Service Level Agreement. Since the SLA per se, does not require specific AC
approval, the contractual limits laid down in terms of a manager's Special Delegation of Authority
may be used as a guideline to determine the level of approval for such SLA's.
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6.9 Divisions shall arrange for the safe custody of all their contracts and contract files

6.9.1 Every division shall arrange for the safe custody of contracts at a suitable, approved centralised
or regional location which is acceptable to the CEO. Similarly, all related documents and
correspondence relating to a specific tender/contract should be kept for audit purposes.

Related documents which should be kept on contract files as part of the record include, but are
not limited to, documents such as, for example, Request to Purchase (requisition), the going to
market strategy, tender advertisements(unless kept by a central tender issuing office),
authorisations to confine, minutes and score-sheets as well as declaration of interest documents
signed by members of evaluation teams and post-tender negotiation teams, certificates
authorising communication with tenderers, minutes of tender briefing sessions, agendas and
minutes of post-tender negotiation meetings, correspondence with tenderers, etc. Refer to the
Transnet Intranet for the checklist template of documents and signoffs which should be kept on
contract files.

The following may be used as guidelines as to how long different documentation /
correspondence should be kept in safe custody:-

- Unsuccessful tenders must be kept for 3 years after completion of the contract, and
thereafter it may be destroyed.

- Successful tenderer's tender / contract document, as well as the contract file and
related general correspondence must be kept on site in a proper and safe archiving
facility for a period of 5 years after completion of the contract, thereafter may be
archived in an off-site archiving facility in terms of normal archiving procedures.

These files should be properly archived and tracked by means of a proper register so that they
can be easily traced when required for audit investigations and/or litigation purposes.

6.10 Where deemed advisable for the fulfilment of the contract, Transnet may insist on a
suitable security/guarantee

6.10.1 When security has to be provided by successful tenderers in terms of the contract, the delegated
manager entering into a contract shall ensure that adequate security is obtained for the fulfilment
of the contract. It shall preferably be in the form of a guarantee by a bank or approved guarantee
corporation, or a deposit with Transnet of approved Government or municipal stock in negotiable
form. All securities shall be safely held by the division concerned which shall keep a register
thereof and shall ensure that the security does not lapse before the contract is completed.

6.10.2 Cash deposits or a "guarantee" in the personal name of an official of a bank or other institution is
not acceptable.

6.10.2.1 On construction/engineering related contracts, and provided that the contract document allows
for that, one can also revert to the practice of retaining part of the payment as retention money.
Retention money, normally 5 to 10% of the individual payments, is held back by Transnet as a
guarantee for the satisfactory completion of the project. When such amounts have accumulated
sufficiently, consideration is normally given to the refunding of the guarantees or sureties.
Retention moneys are only refunded after completion of the guarantee period (normally 6 to 12
months, depending on the risk of latent defects).

6.10.3 Depending on the risk to Transnet, these measures may be relaxed to facilitate Transnet's
BBBEE Development Program, as provided in Part 9 hereof.

6.11 In the event of the successful tenderer failing to sign the contract, Transnet may, subject
to certain provisos, decide to award the contract to the next favourable tenderer

6.11.1 When a successful tenderer, after having been informed of the acceptance of his tender, fails to
sign a contract within a reasonable period after being called upon to do so, or to provide the
necessary security if any, and it is not practical within the time available to call for fresh tenders,
the acceptance of the next most favourable tender/quotation shall be considered if that tenderer
is prepared to enter into a contract on this basis. In the case of tenders/quotations which fall
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within the DAC's jurisdiction, the matter shall be referred to the DAC with a recommendation
from the manager of the division concerned.

6.11.2 In the case of tenders/quotations originally accepted by a manager and the value thereof still
does not fall within the DAC's jurisdiction, the manager shall, on the same lines as above, decide
on the acceptance of the next most favourable tender if it also falls within his delegated power
and not within the DAC's jurisdiction.

6.12 Transnet may decide to divide the total requirement between two or more tenderers

6.12.1 When it is considered in Transnet's best interest to divide the total requirement of a tender
between two or more tenderers (e.g. in order to draw from the most convenient or nearest
source, or to ensure continued competition or to optimise available resources or to support a
BEE Company) a supply or service may be divided amongst several tenderers, and contracts
can be placed accordingly, provided that this was a tender condition. The total value of the
business to be awarded, and not the individual contracts, will however determine whether such
tender falls within the AC's jurisdiction or not. Once approval for the award of the business has
been obtained from the AC, the individual contracts may be signed by the person with the
necessary contractual powers for the individual contracts.

6.13 No person may communicate the acceptance of a tender, quotation or offer without the
necessary delegated powers

6.13.1 No person may communicate the acceptance of a tender/quotation to a tenderer (that is to
conclude a contract) unless;-

(a) he/she has been duly authorised thereto by a valid Special Delegation of Authority, and
(b) he/she has complied with the internal Policies and Procedures (e.g. used approved

procurement paths, obtained DAC approval if falling within its jurisdiction etc).

6.13.2 NB: A manager may not delegate more than he/she has been authorised to and no person
may parcel the total quantity required for particular goods/services to bring the amount
within an employee's delegated powers to contract, or below the DAC's jurisdiction.

6.13.3 Should it be decided to divide the total requirement or project between more than one tenderer,
the total value of the business and not the individual contracts shall determine the level of
approval required. Only after the necessary approval has been obtained, may the individual
contracts be signed by the manager with the necessary delegated contractual powers. If a
project is divided into smaller manageable portions for the sake of BEE, the total value of the
individual small contracts (e.g. NEC Short Form of Contract) should likewise determine whether
or not DAC approval is required.

6.13.4 The same principle also applies when determining whether a matter falls within the jurisdiction
of the DAC, within the Delegated Powers of the CEO, or relevant higher authorities.

6.14 No contract may be entered into for periods longer than two years without the DAC's
approval (Non-core businesses only one year)

6.14.1 No contract shall be entered into for a period longer than two years (non-core businesses
one year), without the DAC's written approval, except for large construction contracts where the
period allowed will be the completion period of the project. Property leases are also excluded
from these Procedures and approval levels are determined by means of the Special Delegation
of Authority of those employees, CEO's and higher authorities of the relevant property divisions.

6.14.2 If it is the intention to enter into a contract initially fora period longer than two years, or to extend
an existing contract on the same terms and conditions, or on terms and conditions which are
more favourable to Transnet than those in the existing contract, so that the original period and
the extension of the period{s) together are longer than two years, the DAC's prior written
approval of the recommendation in respect of the tender/quotation or extension of the period
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shall be obtained. A detailed motivation must be given as to whether the proposed contract or
extension of the period of the existing contract is the best value for money in the market place,
and how this has been determined. Alternatively, instead of obtaining the DAC's prior approval,
tender documents may be structured to require prices on different periods depending on the
particular market and price drivers. Documents should, however, clearly stipulate that Transnet
has the sole discretion to decide which contract period will be most advantageous to it.

6.14.3 When it is the intention to stipulate in a contract, an option to extend or renew the contract
period, firstly the tender document should stipulate that, and secondly, if such contract falls
within the DAC's jurisdiction, the initial recommendation to the DAC in respect of the
tender/quotation must include particulars of the proposed option.

6.14.4 Should it be decided to exercise the option during the course of the contract, the
recommendation to exercise the option shall be submitted to the DAC for prior written approval
in the normal manner. An indication must be given at that stage that the exercise of the option is
still the best value in the market place.

PART 7: CONTRACT ADMINISTRATION

(Refer to the Contracts Management Manual available on the Transnet Intranet)

7.1 All goods are to be delivered strictly in accordance with the contract, and contractors will
not be allowed to supply substitute goods

7.1.1 When a contract is placed for South African goods, the supplier shall not be permitted to
substitute imported goods without the DAC's written approval. For tenders/quotations below the
DAC's jurisdiction, the manager concerned shall decide whether imported goods may be
substituted; provided that where the successful tenderer has secured the business by reason of
the local content offered he shall not be allowed to substitute imported goods for those that were
to have been supplied from South African sources, except where the supply from the SA source
has become absolutely impossible due to reasons beyond the contractor's control.

7.1.2 Employees responsible for the inspection and/or receipt of delivered goods must ensure that all
goods are provided:-

i) strictly in terms of the contract - i.e. the delivery note may differ from v/hat was
required in terms of the contract or purchase order, and
ii) that the goods delivered corresponds exactly with the delivery note - i.e. short
supplies should be clearly endorsed on the delivery note and over-supplies should be
returned to the company and the delivery note clearly endorsed as such.

7.2 Timeous arrangements shall be made for the inspection of shipments and deliveries in
terms of the contract, where applicable

7.2.1 In the case of imported goods, the contractor shall notify Transnet's agents as to when
consignments are ready for inspection or shipment in order that arrangements may be made for
inspection and/or shipment, except in instances where it has been specified that the goods shall
be inspected at its destination.

7.2.2 In the case of locally manufactured goods, where quality is not assured by means of SABS
(including SANS) or ISO 9000 or similar standards, other suitable quality assurance
mechanisms must be provided for in the contract e.g. inspections during manufacturing process,
inspections at point of despatch or delivery. Where goods are of such a nature that quality
inspections are not deemed necessary, a suitable clause should be included in the relevant
contract to the effect that Transnet reserves the right to return defective goods for replacement
according to specification. •
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7.3 No material amendments to a contract shall be effected without the necessary written
approval

7.3.1 No material provisions of any contract which arises out of a tender/quotation which falls within
the DAC's jurisdiction, irrespective of whether the DAC considered the initial award of the
business or whether it was merely submitted for information in view of exceptional
circumstances, (paragraph 2.5) shall be amended in any way without the concurrence of the
relevant DAC, except as stipulated in paragraph 7.3.1.1, 7.3.1.2 and 7.3.2 hereof.
NB: Note the Definition of "material provisions" in Part 10. Extension or termination of
Contracts, additional work, increase in quantities, price amendments not in terms of the
contract, cession and assignments, waiving of penalties, etc., are all defined as material
amendments to contracts and need to be dealt with in terms of this paragraph. Also refer
to the relevant PPM Circular available on the Transnet Intranet for more information
regarding amendments to contracts and the implementation of the 10% rule.

7.3.1.1 Where a contract or a portion of a contract is based on -

(i) a lump sum price, with or without a list of quantities or prices which comprises the lump
sum price, or

(ii) scheduled rates, for approximate quantities but
the scheduled rate has to be adjusted, or
a new scheduled rate has to be included,

(iii) estimated quantities at tendered unit prices in respect of "as-and-when required"
purchase or service contracts, or

(iv) fixed quantities at tendered unit prices in respect of purchase or service contracts, or
(v) specific quantities at tendered unit prices over a fixed period contract,

a manager may approve any increases or decreases in quantities or additions or
additional work of which the total value does not exceed 10 per cent of the original
value of the contract, and inform the DAC accordingly. Note that this does not include
price increases, i.e. the same work or the same quantities are provided but at an
increased price. Such matters should be presented to the DAC for prior approval in
terms of paragraph 7.3.4 below.

Such amendments on Engineering / Construction (NEC) contracts only, exceeding the
laid-down limit of 10%, must be submitted for the relevant Acquisition Council's
consideration in terms of sub-paragraph 7.3.4 hereof, before such amendments at non-
scheduled rates are ordered, unless due to exceptional circumstances and at the
discretion of the Project Manager or Engineer in charge of the contract and the
concurrence of his line manager or CEO it would not be in Transnefs best interest to
stop the work to first obtain the AC's approval. Full details and a motivation of the
exceptional circumstances should be furnished for the relevant DAC's information as
soon as possible after the additional work has been ordered.

Note: Scheduled and non-scheduled rates must be calculated separately in
calculating the 10 % deviation.

7.3.1.2 Where a contract or a portion of a contract consists of scheduled rates, which are based on
estimated quantities as the exact quantities can only be determined once the works have been
opened u p -

a manager may increase or decrease such quantities, at the same scheduled rates, provided
that when the cumulative value of such amendment/s exceed 10 per cent of the original value of
the contract the reasons for such amendments must be submitted for information of the DAC
as soon as possible after such increase or decrease (at scheduled rates) has been ordered or
determined by measurement, or on completion of the contract.
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7.3.1.3. Notes:
(i) A scheduled rate is a unit price for a labour or service related component of a bigger

engineering project, the total extent or quantity of which is unpredictable and cannot be
accurately determined at tender stage. When a scheduled rate is tendered at tender
stage, that rate is based on an estimated quantity only, as the exact quantity is
dependent on site conditions such as underground soil conditions, rock formations etc.
which can only be determined once the situation has been opened up or as the work
progresses e.g. additional land filling as a result of subsidence or washaways.

(ii) Construction work composed of prefabricated, dimensionally pre-determinable building
commodities e.g. brick, prefabricated walling, roof covering, etc., are not regarded as
scheduled rates and the lump sum method, with or without a bill of quantities should be
adopted in these instances (sub-paragraph 7.3.1.1(0).

(iii) Purchase contracts based on estimated quantities (as-and-when required contracts) fall
within sub-paragraph 7.3.1.1(iii) hereof, and purchase contracts for fixed quantities
within sub-paragraph 7.3.1.1(iv).

(iv) Service related type contracts where the quantities may be increased/decreased due to
emergencies or changed requirements e.g. a security contract where additional ad-hoc
guards are required for a specific period or where the number of guards need to be
reduced as a result of say the closing of a station or the reducing of the number of trains
on a specific section of line, fall within sub-paragraph 7.3.1.1 (v).

7.3.2 Where the original value of the contract falls below the DAC's jurisdiction, a manager may
approve additions, increases or decreases provided the total value of the contract is still within
his delegated powers and does not fall within the DAC's jurisdiction.

7.3.3 Should the value of the contract be within the DAC's jurisdiction, a manager may approve the
amendment of non-material provisions, or new provisions not in conflict with the existing
provisions or these procedures, provided that such amendment or addition shall be reported for
the information of the AC as soon as possible.

7.3.4 Where the additions, amendments, increases or decreases do not fall within paragraphs 7.3.1.1,
7.3.1.2 or 7.3.2 and/or 7.3.3 or where any material provision needs to be amended (e.g. price or
delivery date, cession and assignment of contract, or the termination of a contract, waiving or
reduction in penalties, etc.) the manager concerned shall submit a recommendation for AC
consideration together with a certification that the proposed amendment to the contract is in the
best interest of Transnet and that it represents the optimal value for Transnet, and how this has
been determined.

7.4 A tenderer who fails to perform, may be held liable for all additional expenses incurred by
Transnet

7.4.1 Provision shall be made in the tender documents (as well as in the eventual contract) for the
tenderer to undertake that if, after he has been notified of the acceptance of his tender or
quotation, he fails to perform, whether by not entering into a contract or to undertake any steps
when requested to do so within a period stipulated in the tender conditions or within such
extended period as Transnet may allow, he will be held liable for any additional expense which
Transnet may incur in having to call for tenders or quotations afresh and/or accepting any less
favourable tender or quotation to complete the whole or remaining portion of the contract. In
addition, consideration can also be given to placing such contractor on Transnet's List of
Excluded Tenderers (See paragraph 7.5 below).

7.4.2 Where the contractor commenced the work but delivered/completed it only after the contractual
completion date and this was a tender condition, the penalty clause may be invoked in terms of
extant instructions in this regard - See relevant PPM Circular available on the Transnet Intranet,
for more details in this regard.

7.5 Transnet may at its discretion decide to exclude a tenderer from further business

7.5.1 If any person/enterprise which has submitted a tender/quotation, concluded a contract, or
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in the capacity of agent or subcontractor, has been associated with such tender or
contract:-

7.5.1.1 has withdrawn such tender/quotation after the advertised closing date and hour for the receipt of
tenders (Refer to paragraph 2.17 above re the exception with regards to CIDB-tenders); or

7.5.1.2 has, after being notified of the acceptance of his tender, failed or refused to sign a
contract when called upon to do so in terms of any condition forming part of the tender
documents; or

7.5.1.3 has carried out any contract resulting from such tender in an unsatisfactory manner or has
breached any condition of the contract; or

7.5.1.4 has offered, promised or given a bribe in relation to the obtaining or execution of the contract; or

7.5.1.5 has acted in a fraudulent or improper manner or in bad faith towards Transnet or any
Government Department or towards any public body, enterprise or person; or

7.5.1.6 has made any incorrect statement in the affidavit or certificate with regard to the local
content of his goods or his BEE involvement and is unable to prove to the satisfaction of
Transnet that-
(i) he made the statement in good faith honestly believing it to be correct; and
(ii) before making such statement he took all reasonable steps to satisfy himself of

its correctness; or
(iii) caused Transnet damage, or to incur costs in order to meet the contractor's

requirements and which could not be recovered from the contractor,

7.5.1.7 has litigated against Transnet in bad faith. Transnet recognizes that trust and good faith are
pivotal to its relationship with its suppliers. When a dispute arises between Transnet and its
supplier, the parties should use their 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
an entity that litigates against it in bad faith or is involved in any action that reflects bad faith on
its part. Litigation in bad faith includes, but is not limited to the following instances:

7.5.1.7.1 Vexatious proceedings. These are frivolous proceedings which have been
instituted without proper grounds;

7.5.1.7.2 Perjury. Where a supplier commits perjury either in giving evidence or on
affidavit;

7.5.1.7.3 Scurrilous allegations. Where a supplier makes allegations regarding a senior
Transnet employee which are without a proper foundation, scandalous, abusive
or defamatory.

7.5.1.7.4 Abuse of court process. When a supplier abuses the court process in order to
gain a competitive advantage during a tender process.

The Transnet GCFO or his delegate may, upon a recommendation by the relevant DAC and the
GM: SSM decide that no tender/quotation from that person or enterprise be considered/accepted
or any new contracts concluded for a specified period as may be determined. Depending on the
seriousness of the wrongdoing, the Transnet GCFO or his delegate may decide, after
consultation will all the role-players, to also terminate all existing contracts between the said
enterprise and other Transnet Entities. In cases of fraud and corruption {involving Transnet
employees), consideration should also be given to the exclusion of the "internal accomplices".
This is to prevent the possibility of Transnet employees being dismissed (or resigning) as a
result of their wrongdoings, opening up new businesses in order to continue doing business with
Transnet.
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7.5.2 Exclusion of a company does not necessarily mean that all existing contracts with the contractor
should automatically be terminated. All contracts will remain operational until their normal expiry
date, or until they have been terminated by following the necessary due processes, bearing in
mind that:-
(i) there must be valid reasons for terminating a specific contract,
(ii) the termination procedure as specified in the specific contract document must be

followed and DAC approval must be obtained for termination of contract in terms of
paragraph 7.3.4 above, and

(iii) the contractor must be informed and given the customary 14 days notice period
mentioned in paragraph 7.6.4 below, to also have the opportunity to make written
representations as to why existing contracts should not be terminated, in addition to the
intention to place its name on the Transnet List of Excluded Tenderers.

7.5.3 All tender documents and ensuing contracts must state that Transnet reserves the right to
exclude a tenderer from further business and/or to cancel all existing contracts and the grounds
upon which such action may be taken. Furthermore, it must be stated that a contractor may not
subcontract any part of a contract to an excluded tenderer. For this purpose, Transnet's List of
Excluded Tenderers will be displayed on the Transnet website for tenderers' information so as to
ensure that they do not sub-contract to Excluded Tenderers. This should be conveyed to
prospective tenderers by means of a suitable clause in all "Notice to Tenderer" documents.

7.6 Divisions shall immediately report all cases of apparent unlawful conduct by
tenderers/ contractors

7.6.1 Any case that may appear to fall within these provisions must be immediately reported in writing
to the DAC irrespective of whether the tender amount falls within the DAC's jurisdiction or not.
Most cases will inevitably emanate from Internal Audit investigations. However, it is imperative
that Internal Audit be informed of, and where appropriate, involved in all matters, even those
exposed by means of the Division's own internal processes - See paragraph 7.6.4.1 below.

7.6.2 The AC shall consider the OD's recommendation as soon as possible (by calling a special
meeting if required) and if in agreement, notify the GM: SSM via e-mail/fax. All relevant
documentation including supporting documentation must be provided.

7.6.3 The GM: SSM shall promptly provide the relevant DAC the go-ahead to inform the
person/enterprise concerned, per registered mail, of Transnet's intention to exclude him/her/it,
as well as associated companies, from further business, and the reason(s) therefor. The
enterprise/person, as well as associated companies, must be afforded the opportunity to furnish
reasons as to why he/she/it should not be excluded from further business. Before the letter is
signed by the Chairman of the DAC, it has to be vetted by the Division's legal department or
Group Legal.

7.6.4 The person/enterprise concerned, as well as associated companies must be given 14 days to
respond. During this period:-

7.6.4.1 Should details of associated companies not be available as yet, Internal Audit should be
requested to do the necessary ITC searches to determine associated links between the
enterprise/person(s) to be excluded and other enterprises, ID numbers of directors, etc; .
Immediately this information becomes available, the said associated companies should be
informed of Transnet's intention as detailed in paragraph 7.6.3 above.

7.6.4.2 the Division is to determine whether it intends (or can afford operationally) to terminate all
existing contracts as well, or whether the restriction will only apply to future new business;

7.6.4.3 As soon as the 14 day period(s) has(have) lapsed, the DAC must consider the tenderer's
response (if any). However, before presenting the matter to the DAC, the Secretary should send
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a copy of the precis as well as a copy of the tenderer's (and associated companies') response to
the GM: SSM, for prior perusal.

7.7 The Transnet GCFO shall make the final decision based on a recommendation from the
DACandtheGM:SSM

7.7.1 After the DAC has formally considered the matter at a meeting and concurred in the
recommendation to exclude the enterprise, it has to promptly present its recommendation to the
GM: SSM for consideration and presentation to the Transnet GCFO, or his delegate for
exclusion of the enterprise, its directors/owners/partners, as well as associated
enterprises.

7.7.2 Upon approval by the Transnet GCFO or his delegate, the List of Excluded Tenderers will be
updated by the GM: SSM who will also be responsible for notifying the relevant company(ies)
and its directors/owners/partners, as well as associated companies, per registered mail of
Transnet's decision to place them on its List of Excluded Tenderers for a specific period.

7.8 Rescinding of a decision taken may only be considered by the Transnet GCFO

7.8.1 The Transnet GCFO or his duly authorised delegate may at any time, on good cause shown,
rescind a decision taken or reduce the period of exclusion as initially determined.

7.9 The extent of exclusion shall be determined by the Transnet GCFO

7.9.1 Any restriction imposed upon any person/enterprise shall, unless the Transnet GCFO, or duly
authorised delegate, determines otherwise, apply to any other associated enterprise/s under the
same or different name. However, the associated enterprise must also be afforded the
opportunity to make representations as to why it should not be excluded from business with
Transnet. Any such exclusion may also be applied to an agent or employee of the
person/enterprise concerned, or his/her spouse who may be doing business under a different
name.

7.10 SSM shall be responsible for the updating and distribution of the List of Excluded
Tenderers

7.10.1 Any decision taken by the Transnet GCFO, or duly authorised delegate, in terms of these
directives on exclusion or any rescission or modification of any such decision shall be reported
to the GM: SSM who will notify all the Transnet Entities.
As stated in paragraph 2.17 above, the CIDB will also be administering a similar list.
(Contractors who have defaulted on any CIDB contract awarded by another public entity) This
list will be similar to the Transnet List of Excluded Tenderers and will run in conjunction with
Transnet's List. This means that if a Contractor's name appears on the CIDB's List of Restricted
Tenderers, he will not be eligible to be awarded a contract and his tender will automatically be
"non-responsive". The GM: SSM will notify Transnet entities as and when the CIDB list is
updated, and will, on the merits of each case decide whether such restriction will be applicable
to CIDB-tenders only or for non-construction related work as well.

7.11 Representations re exclusions may be made to the GCE whose decision shall be final

7.11.1 Any person/enterprise against whom a decision with regard to exclusion from further business
has been given may make representations to the GCE whose decision shall be final.

7.12 The Law of the Republic of South Africa shall govern all contracts

7.12.1 The law of the Republic of South Africa shall govern the contract created by acceptance of a
tender/quotation. The address for the serving of notices shall be a place in the RSA to be
specified by the tenderer in his tender/quotation, at which all legal documents may be served on
the tenderer who shall agree to submit to the jurisdiction of the courts of the RSA. Tenderers
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from abroad shall, therefore, state in their tender/quotation the name of their accredited agent in
the RSA who is empowered to sign a contract in the event of their tender/quotation being
accepted and to act on their behalf in all matters relating to the contract.

7.12.2 Where the risks involved in direct purchases from or direct sales to tenderers abroad are
reasonable in relation to the savings or advantages which could be brought about as a result of
this method of purchase or sale, such transactions may be arranged direct with tenderers
abroad, provided that the contract clearly indicates which country's law will apply, taking into
consideration the cost which may be involved in the participation in any legal steps.

NOTE: Before agreeing on another foreign jurisdiction's law, the legal department's opinion and consent
must first be obtained. A Division must use its own internal legal department or Group Legal if it
does not have its own.

PART 8: DETAILED FUNCTIONS OF GOVERNANCE STRUCTURES

8.1 DIVISIONAL ACQUISITION COUNCILS (DACs)

Each Division will have its own DAC which will consider and approve all expenditure contracts
as well as the sale of goods falling within its jurisdiction [i.e. above the minimum threshold as
determined by the CEO - See paragraph 8.1.3.1(iv)below], and within the CEO's Delegated
Powers. Transactions exceeding the CEO's delegated powers will likewise be considered by the
DAC and if it concurs with the recommendation, refer the matter to the relevant person in the
hierarchy with the appropriate delegated powers for the particular R-value of the transaction.
[Refer to Paragraph 5.4.4 of the Transnet Group Delegation of Authority (Group Limits of
Authority)]

A Transnet Acquisition Council <TAC) with similar roles and responsibilities to that of the DACs,
will cater for the Group Corporate Head Office requirements. The TAC will have no higher status
than the DACs, and therefore any matters handled by the DAC which exceed the jurisdiction of
the DAC (i.e. the Delegated Powers of the CEO of the particular Division), will not be referred to,
or via the TAC, but directly to the person with the necessary Delegated Powers for the relevant
R-value of that particular transaction. For more details regarding the role, function and
composition of the TAC, please refer to Paragraph 8.2 below.

8.1.1 Composition of the DAC

8.1.1.1 The DAC shall consist of senior management members/Divisional Exco members within the
Division who shall be appointed by the CEO of the Division for a specific term:

(i) A Chairman who will either be the CEO, or an executive or senior management member
appointed by the CEO, preferably the Chief Financial Officer (CFO) of the division.

(ii) A Deputy Chairman, who shall be one of the members mentioned in paragraph (iii)
hereof.

{iii) Members with alternates, all of whom are Transnet employees in the particular division,
selected by virtue of their specific expertise or business focus. They must be capable of
exercising sound, unbiased judgement and offer constructive comment. It is a minimum
requirement for members to complete Level 2 of the Certificate in Purchasing and
Supply. The Chief Procurement Officer (CPO) should also be a member.

8.1.1.2 Members, by virtue of their expertise, are required to attend all meetings if at all possible. For
this reason, DAC meetings should be scheduled well in advance. Should a member not be able
to attend a specific meeting, his/her alternate should then attend so that that particular expertise
will not be lost at that particular meeting. Ideally, attendance and participation by members and
alternates should be one of their KPIs, measured by the Chairman of the DAC.

0078-0970-0001-0063

TRANSNET-REF-BUNDLE-04726



416

CONFIDENTIAL PROCUREMENT PROCEDURES MANUAL
(FOR INTERNAL USE ONLY)

Rev
0

Page
58

of
26 May 2009

8.1.1.3 Members are required to treat all information they receive as DAC members as strictly
confidential. Should a member wish to have anything clarified or explained prior to a scheduled
meeting or during circulation of a matter, such query should be referred to the Secretary.

8.1.2 Meetings

8.1.2.1 The DAC shall meet at such intervals and on such special occasions as may be determined by
it, provided that the CEO may instruct that a meeting of the DAC be called at any time.

8.1.3 Functions of the DAC: Expenditure contracts

8.1.3.1 The functions of the DAC are:-

(i) To consider all recommendations from its division with regard to the award of external
contracts for the procurement of goods and services, or sale of surplus goods, where
the total value of the business exceeds R2 million.

(ii) To consider all subsequent amendments to material provisions (i.e. which have a cost or
risk implication) of contracts exceeding R2 million or where the original value of the
contract plus the value of the amendments will exceed R2 million (Refer to Paragraph
7.3 below).

(iii) To consider all recommendations in respect of tenders/quotations as well as any
extension of existing contracts of which the original period, or the original period and the
extension of the period together is/are longer than 2 years regardless of value, and all
subsequent amendments of material provisions of such contracts. Should it be the
intention to invite tenders/quotations for contracts longer than a period of 2 years, the
DAC's prior written approval should be obtained.
NB. For non-core businesses this limit is one year - refer to CEO's Delegated
Authority as stipulated in the Transnet Group Delegation of Authority (Group
Limits of Authority)- Available on the Transnet Intranet.

(iv) With regard to (i), (ii) and (iii) above, DACs may at their own discretion decide to
lower these limits and/or introduce similar structures on local or regional level, to
cater for matters falling below the jurisdiction of the DAC. All such "deviations"
from the laid down thresholds must be clearly stipulated in the Terms of
Reference of the respective DACs. It is also advisable that the Divisional
Delegated Power Matrix, similar to the Transnet Matrix be included as part of the
relevant DAC's Terms of Reference so as to ensure that there is no uncertainty as
to the approval thresholds,

(v) When considering any tender/quotation or any amendments thereto, the DAC may -
(a) ask questions and request information or advice from any person;
(b) request any Transnet employee to appear before the DAC;
(c) refer the submission back for reconsideration;
(d) offer comments, or note matters submitted for information only;
(e) condone the non-compliance with the laid down policies and directives provided

such non-compliance is submitted via the relevant line manager of the
employee in the particular Division. The DAC may at its own discretion decide to
report any non-compliance with laid-down policies and directives to the CEO
(should the DAC not be Chaired by the CEO him / herself);

(f) reserve a decision pending further information or clarification of a specific
matter; and/or

(g) withdraw an item from the agenda of any meeting of the DAC;
(vi) To consider and approve the Division's Lists of Approved Suppliers/Products, as well

as all aspects pertaining to such Approved Lists, and to administer such lists utilised in
its division. This function may not be delegated to Local / Regional DACs.

(vii) To consider and make recommendations to the GM: SSM regarding all aspects
pertaining to Transnet's List of Excluded Tenderers. The GM: SSM will administer the
List.

(viii) To monitor/administer the opening of all tenders/quotations irrespective of the value.
DACs may at its own discretion and depending on internal structures, delegate the
opening of tenders/quotations under a certain monetary value, to regional Procurement
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offices/local sub-tender committees, provided that it has satisfied itself that proper
procedures as specified in this Procedures Manual, are in place and are monitored from
time to time-

fix) To obtain statistics and review at regular intervals, details of all transactions falling
below the DAC's jurisdiction (See template available on the Transnet Intranet). Any
alleged irregularities or trends that may arise out of the purchase, sale, hire or letting of
goods and the procurement of services, must be investigated and corrective measures
taken if deemed necessary,

(x) To refer to the GM: SSM for directives all policy and legal questions which arise out of
the laid-down procedures or out of a tender/quotation, contract or contract amendment;

(xi) To exercise such powers and perform such duties as may be conferred or imposed by
the laid-down procedures;

(xii) To perform other functions as the GM: SSM; CEO or CFO may determine or deem
necessary.

(xiii) NB: Submissions by divisions to their Divisional Exco's, Transnet Exco or to the Board
of Directors regarding income generating contracts do not derogate from the DAC's
jurisdiction in respect of possible associated expenditure (procurement)contracts as
the latter falls within the DAC's jurisdiction. (Refer to paragraph 2.16 above),

(xiv) NB: It is imperative that DACs (specifically the Secretary) be pro-active and clarify
uncertainties before the meeting, so that matters are not referred back unnecessarily,
thus inevitably causing delays. Under no circumstances should matters be referred back
by DACs for trivialities.
NB: The DAC may only refer a matter back for reconsideration or remotivation. It
may under no circumstances change a submission or change the award of the
business. On receipt of a revised / remotivated submission the DAC will again
consider the matter. Refer to paragraph 8.1.11 above for the procedure to be
followed in instances where the DAC still does not agree with the revised /
remotivated submission of the line manager.

8.1.4 DAC Approvals: Provisos

8.1.4.1 All DAC approvals are subject to the Manager concerned being satisfied that -

(i) there is still the need for the purchase, sale, hiring, or letting of goods and procurement
of services before the acceptance of the tender/quotation is communicated to the
tenderer (i.e. the contract is concluded) by a manager with the appropriate Special
Delegation of Authority;

(ii) the financial provision is adequate; and
(iii) the best interest of Transnet is still being served at the time of concluding the contract.

8.1.5 Functions of Deputy Chairman

8.1.5.1 In the absence of the Chairman, the Deputy Chairman shall act for him/her and shall be
empowered to perform all the duties and exercise all the powers held by the Chairman under the
laid-down procedures.

8.1.6 Absence of Chairman and Deputy Chairman

8.1.6.1 In the absence of the Chairman and the Deputy Chairman from a meeting of the DAC, a
Chairman shall be elected out of the members who are present.

8.1.7 Quorum

8.1.7.1 Fifty percent plus one of the members appointed at any given time shall form a quorum.

8.1.7.2 Should exceptional circumstances necessitate that a member and his alternate attend the same
proceeding, both votes may be taken into consideration to form a quorum as members and their
alternates are appointed on the DAC by virtue of their own specific expertise. The stipulation
contained in paragraph 8.1.8.2 below should however be observed.
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8.1.8 Voting and deliberation

8.1.8.1 Where a member of the DAC or his alternate has a direct or indirect personal interest in a tender
or has been or can be deemed to have been personally involved in the business decision which
gave rise to a recommendation to the DAC, he/she shall declare that by means of a standard
Declaration of Interest Affidavit before the meeting commences and also when the DAC
deliberates the specific matter. The Chairman shall decide whether or not such member shall be
recused or not. This shall be minuted and kept on the appropriate file as part of the record.

8.1.8.2 The Chairman shall submit any matter to the vote of the members of the DAC in the event of a
difference of opinion or when requested to do so by a member of the DAC.

8.1.8.3 In the event of an equality of votes, the Chairman shall have a casting vote in addition to his
deliberative vote.

8.1.9 Record of votes by circulation

8.1.9.1 In urgent cases where the Division would be substantially prejudiced if a tender/quotation,
contract or contract amendment must be held over until the next scheduled meeting of the DAC,
and at the discretion of the Chairman, but subject to the right of any member to demand a
meeting, the papers which relate to any matter may be circulated to the members of the DAC.
The members who respond by the deadline must record their votes in writing in connection with
the matter presented for decision in such papers. A unanimous approval by a quorum of
members so made by the stipulated deadline shall be deemed to be a resolution of the DAC.

8.1.9.2 A resolution taken in such manner shall be officially recorded in the minutes of the next DAC
meeting.

8.1.9.3 In exceptional circumstances due to the non-availability of members, the votes of a member
and/or alternate may be taken into account in order to obtain a quorum. The stipulation
contained in paragraph 8.1.8.2 above should however be observed.

8.1.10 Duties of Secretary

8.1.10.1 An employee of the Division is appointed as Secretary to the DAC who will undertake tasks as
imposed upon him by the Transnet Procurement Policy and Procedures and other directives, or
by the Chairman of the DAC, or SSM Function or the CEO.

8.1.10.2 The Secretary shall:-
plan and arrange meetings of the DAC, formulate and distribute proper agenda
packs (submissions to the required format) for the meetings of the DAC;
ensure that all members attending a meeting of the DAC are provided the
means of declaring any interest in matters serving before the DAC;
ensure that a proper register of such declarations of interest be kept with the
Minutes of that particular meeting.
keep proper minutes of the proceedings and resolutions of the DAC, keep
copies thereof for auditing purposes and communicate such resolutions to the
relevant internal role-players.
ensure that, by means of a proper certificate, duly signed by the Secretary and
the Chairman of the DAC, that no business is awarded to companies or persons
appearing on Transnet's List of Excluded Tenderers. Such certificate should be
kept and filed with the Minutes of each scheduled meeting of the DAC.
be responsible for the receipt, opening and stamping of tenders where this duty
has been assigned to the DAC Secretary.
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8.1.11 Disagreement with a decision of the DAC

8.1.11.1 In the event of a matter being referred back by the DAC for reconsideration of the
recommendation made by the division, the manager shall -

(i) make a revised submission to the DAC; or
(ii) if he does not agree with the reasoning of the DAC he shall, with the

concurrence of his executive officer, re-motivate his original submission to the
DAC, whereafter the DAC shall reconsider the matter; or

(iii) if the DAC still does not agree with the recommendation, the CEO shall make a
ruling on the matter.

8.1.11.2 NB: As the DACs are governance instruments appointed by the CEO, only the CEO (if
he/she is not the Chairman of the DAC), may "overrule" a DAC decision. In the event of a
Manager seriously disagreeing with a decision made by the CEO, he/she may refer such
matter to the GM: SSM who will make a recommendation to the Transnet GCFO, whose
decision shall be final and binding on all the parties. Also refer to paragraph 5.5.2 above.

8.1.12 Application of Government Policy

8.1.12.1 In cases where Government policy is involved and, in terms of directives, a decision must be
obtained regarding its application, the DAC shall submit a recommendation to the GM: SSM.

8.1.13 Format of Submissions (Precis)

8.1.13.1 All submissions to the DAC shall be in the required format and in English. The Secretariat may
provide assistance to draw up a precis. Refer to Annexure B for examples of generic templates.

8.1.13.2 All submissions to the DAC must be accompanied by the relevant documentation, e.g. Tender
documents, authority to communicate or negotiate etc.

8.1.13.3 All submissions should be handed in by at the latest 12hOO, the preceding weekday, for
inclusion in the agenda for the meeting a week later.

8.1.14 Project Approval Process

8.1.14.1 All major new projects, in terms of the CEO's Delegated Authority, has to be subject to an
approval process to determine the economic viability (Return on Investment-ROI) of the project
itself, before tenders may be invited {depending on the estimated total cost thereof, may include
the Divisional Exco, OPCO, CAPIC, Transnet EXCO, or even the Transnet Board of Directors).
However, the actual award of the resultant contract, falls within the domain of these procedures
and is governed by the Delegated Powers. Refer to paragraph 5.4.4 of the delegated Powers
framework Matrix - available on the Transnet Intranet, as well as paragraph 5.1.3 of the
framework matrix which governs the increase in estimated total cost (ETC) of existing, already
approved projects in excess of R100 million. This procedure is supplementary to the DAC
approval as stipulated in paragraph 7.3 above.
Therefore in cases where the R-value of the contact to be concluded, exceeds that of the CEO
of the Division, the abovementioned structures which were involved in the ROI approval in
principle of the project, will not again be involved in the entering into of the resultant contract as
the Delegated Powers to Contract lies either with the CEO, the GM: SSM, the Transnet GCFO
or the GCE, depending on the R-va!ue of the resultant contract to be entered into.

8.2 TRANSNET ACQUISITION COUNCIL (TAC)

8.2 Role and Functions of the TAC

Similar to the roles, functions and responsibilities of the DAC covered in Paragraph 8.1 above,
the TAC will cater for the Group Corporate Head Office requirements.
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The TAC will therefore have no higher status than the DACs, and therefore any matters handled
by the DAC, which exceed the jurisdiction of the DAC (i.e. the Delegated Powers of the CEO of
the particular operating division), will not be referred to or via the TAC, but directly to the person
with the necessary Delegated Powers for the relevant R-value of that particular transaction.

8.2.1 Composition of the TAC

8.2.1.1 The TAC shall consist of senior management members within Group Corporate Head Office who
shall be appointed by the GCFO for a specific term:
(i) A Chairman, who will either be the GCFO or an executive or senior management

member appointed by the GCFO;
(ii) A Deputy Chairman, who shall be one of the members mentioned in paragraph (iii)

hereof;
(iii) Members with alternates with a designation of at least a General Manager, all of whom

are Transnet employees in the Group Corporate Head Office, selected by virtue of their
specific expertise or business focus. They must be capable of exercising sound,
unbiased judgement and offer constructive comment. It is a minimum requirement for
members to complete Level 2 of the Certificate in Purchasing and Supply. The General
Manager: SSM should also be a member.

8.2.1.2 Members, by virtue of their expertise, are required to attend all meetings if at all possible. For
this reason, TAC meetings should be scheduled well in advance. Should a member not be able
to attend a specific meeting, his/her alternate should then attend so that that particular expertise
will not be lost at that particular meeting. Ideally, attendance and participation by members and
alternates should be one of their KPIs measured by the Chairman of the TAC.

8.2.2 Meetings

8.2.2.1 The TAC shall meet at such intervals and on such special occasions as may be determined by it,
provided that the GCFO may instruct that a meeting of the TAC be called at any time.

Refer to paragraphs 8.1.3 - 8.1.14 regarding the DAC as these are also applicable to the
TAC. Any powers assigned to a CEO with regard to the DAC will apply to the GCFO (or
his delegate) as far as the TAC is concerned,

8.3 SUPPLY MANAGEMENT GOVERNANCE COMMITTEE (SMGC)

8.3 Role and Functions of the SMGC

As detailed in its specific Terms of Reference, the SMGC with similar roles and responsibilities
to that of the DAC, will consider the strategic principles relating to the sourcing of commodities
engaged in by the Transnet Transversal Strategic Sourcing Programme run by the Manager,
Strategic Sourcing, SSM. This does not include "mega capital projects" handled on behalf of
Divisions by, or in conjunction with Transnet Capital Projects, which falls under the Transnet
GCFO. (Refer to paragraph 5.4.4 of the of the Transnet Group Delegation of Authority (Group
Limits of Authority)

NB: It is imperative that the SMGC (specifically the Secretary) be pro-active and clarifies
uncertainties before the meeting, so that matters are not referred back unnecessarily, inevitably
causing delays. Under no circumstances should matters be referred back by the SMGC for
trivialities.

8.3.1 Composition of SMGC

8.3.1.1 The SMGC shall consist of senior management members from Policy and Governance, SSM
headed by the Manager of Policy and Governance. The Secretariat shall also be from the ranks
of Policy and Governance, SSM.
All members and alternates are selected by virtue of their specific expertise or business focus.
They must be capable of exercising sound, unbiased judgement and offer constructive
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comment. It is a minimum requirement for members to complete Level 2 of the Certificate in
Purchasing and Supply.

8.3.1.2 Members, by virtue of their expertise, are required to attend all meetings if at all possible.

8.3.2 Meetings

8.3.2.1 The SMGC shall meet at such intervals and on such special occasions as may be determined by
it, provided that the GCFO may instruct that a meeting of the SMGC may be called at any time.

8.3.3 Functions of the SMGC: Expenditure contracts

8.3.3.1 The functions of the SMGC are similar to those of the DACs as outlined in Paragraph 8.1 and as
outlined in more detail in its Terms of Reference.

Refer to paragraphs 8.1.4 - 8.1.14 above regarding the DAC as these are also applicable
to the SMGC. Any powers assigned to a CEO with regard to the DAC will apply to the
GCFO {or his delegate) as far as the SMGC is concerned.

As Strategic Sourcing Commodities are limited to the Top 60% Value Spend Commodities, said
contracts will be signed off by the Transnet GCFO, or higher depending on the contract value.

8.4 CAPITAL INVESTMENT COMMITTEE (CAPIC)

8.4.1 Purpose

The CAPIC shall ensure that the resources that Transnet Limited ("the Group") invests for the

development of capital projects are strategically managed and shall to this end-

Ensure that decisions relating to capital expenditure are consistent with the strategic

focus of the Group; and
Ensure that capital expenditure complies with the budget and business plans approved
by the Board.

8.4.2 Composition

CAPIC is constituted as a committee of the Transnet Limited Group Executive Committee.

The Chairman will be the Group Chief Financial Officer.
The Secretary shall be the Group Company Secretary

The following shall be members of CAPIC:-

The Group Chief Financial Officer (Chairman);
The Group Chief Executive (ex officio);
The Group Chief Operating Officer;
The Group Executive: Transnet Projects;
The Chief Executive Officers: TNPA, TPT, TFR, TRE and Pipelines;
The Chief Information Officer.
The Group Treasurer;
The General Manager: Group Financial Planning; and
The General Manager: Group Strategic Supply Management.

The GCE may at any time change the composition of this Committee or determine that a person
other than the GCFO chair meetings of CAPIC.

The Committee may invite such other officers of the Group as it deems fit to be in
attendance at CAPIC meetings.
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8.4.3 Quorum

The quorum will be six members.

8.4.4 Term

The GCE shall have the power, at all times, to remove any member from the Committee and to
fill any vacancies created by such removal.

8.4.5 Reporting responsibilities

CAPIC shall report to the Group EXCO through its Chairman.

8.4.6 Terms of reference

CAPIC shall-

8.4.6.1 Ensure that investment in respect of capital projects is consistent with the strategic focus of the
Group and deals with the business of the Group in an integrated manner;

8.4.6.2 Ensure that capital expenditure is in accordance with the budget and business plans approved
by the Board;

8.4.6.3 Determine the factors that shall inform the prioritization of any capital expenditure project over
another;

8.4.6.4 Monitor the implementation of project plans to ensure that approved capital expenditure projects
are carried out with minimum delays;

8.4.6.5 Review and amend, subject to the limitations of the Board approved budget, expenditure plans
in respect of any project should, as a result of any unforeseen and unavoidable circumstances, it
be necessary to effect such amendment;

8.4.6.6 Ensure that in respect of each capital investment project proposed for consideration by CAPIC,
certification is given that there was proper compliance with applicable processes relating to
amongst others, risk management and that such projects reflect value-for-money; and

8.4.6.7 Conduct post-implementation reviews through, amongst others, external auditors, to determine,
amongst other things, whether value has indeed been derived by the Group as a result of the
relevant capital investment.

8.4.7 Meetings

8.4.7.1 A minimum of 12 scheduled meetings a year subject to review from time to time.

8.4.7.2 Informal or ad hoc meetings may be convened as and when required by the Group Company
Secretary.

8.4.7.3 Papers for consideration by the Committee will be submitted in the normal course at least 5
days before the meeting to enable members to study the documentation and allow adequate
opportunity for formal and informal discussions.

8.5 Strategic Supply Management, being the author and custodian of the PPM is responsible for
the correct and uniform application and interpretation of the Transnet Procurement Policy and
the PPM in conjunction with Internal Audit. Listed below are some of the most important
functions of SSM>

(a) Issue and maintain Transnet's Procurement Policy, as well as the Transnet Procurement
Procedures (PPM) (including standard tender forms and contract documents
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(b) Monitor correct interpretation/adherence to policies in collaboration with audit;
(c) Research and development (especially BBBEE focus);
(d) BBBEE Reporting;
(e) Reporting to the GCFO on all Transnet's purchasing expenditure and tendencies;
(f) Maintenance of the Transnet internal Intranet as well as the updating of the

external internet website as far as procurement policies and procedures are concerned;
(g) Continuous capacity building at Divisional level;
(h) Administer Transnet's List of Excluded Tenderers;
(i) Provide assistance and expertise through Sourcing Teams on the transversal and other

projects/commodities identified; and
(j) CSDP.

8.5.1 Strategic Supply Management (SSM) Strategic Objectives

SSM's vision is to become an integrated, value added professional partner to its stakeholders,
providing a reliable, cost-effective and customer-focused service. SSM aims to provide this by
ensuring that all transactions are fair and transparent and that employees in all fields of the
supply chain are motivated and empowered to deliver an effective supply management service
to their stakeholders. The objective of procurement professionals within SSM is therefore to
contribute positively to achieve optimal value for Transnet through the creation of effective deals
and implementation of International procurement best practices, whilst at the same time
maintaining the fine balance between Transnet's business objectives (optimal profit realisation)
whilst making its contribution to the national programme of BBBEE.

8.5.2 To achieve the above, the procurement function has to add value to the processes by:

8.5.2.1 Drafting a user-friendly and all-encompassing procurement policy and procedures which make
provision for the uniqueness of all Transnet Entities and allows them to conduct their activities in
a fair, equitable, transparent, competitive and cost-effective fashion as required by the
Constitution of the Republic of South Africa whilst adhering to Transnet's and its shareholder's
requirements;

8.5.2.2 Creating an enabling environment for the development of Transnet's SSM operators, its
governance structures and the tendering fraternity at large on how to conduct business with
Transnet.

PART 9: BROAD-BASED BLACK ECONOMIC EMPOWERMENT (BBBEE)

9.1 Legal requirements

9.1.1 The Constitution provides that in order to promote the achievement of equality, measures
designed to protect or advance persons/categories of persons disadvantaged by unfair
discrimination may be taken. In terms of the Constitution, Transnet may implement a
policy/policies and implementation procedures providing for categories of preference in the
allocation of contracts; and the protection or advancement of persons, or categories of persons,
disadvantaged by unfair discrimination.

9.1.4 The BBBEE Act was then enacted in 2004 with one of its objectives being to establish a
legislative framework for the promotion of BEE.

9.1.5 Section 11 of the BBBEE Act requires that:
a. The Minister {of Trade and Industry) must issue a BEE Strategy. The Minister is

further empowered to change or replace this strategy.
b. The strategy should provide for an integrated, uniform approach to BEE by all

organs of state and other stakeholders.
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c. The strategy should also provide a system for organs of state, public entities and
other enterprises, to prepare broad-based black economic empowerment plans
and to report on compliance with those plans.

9.2. Statement of Intent

9.2.1 It is Transnet's intent to>

• Promote its role as a responsible corporate citizen in the context of BBBEE and Preferential
Procurement.

• Facilitate the development of BEE enterprises by making opportunities available throughout
Transnet.

• Assist in the development of EME's and QSE's.

9.2.2 The purpose of this BBBEE Document

9.2.2.1 The purpose of this document is to set forth Transnet's approach with respect to BBBEE. It forms
the basis for implementation procedures for the preferential procurement from BBBEE
enterprises (as defined in the definitions section of this document).

9.2.2.2 This BBBEE document presents the minimum standard which Transnet staff and suppliers are
expected to achieve in their implementation of a BBBEE and preferential procurement process.
It will be reviewed and updated in order to continuously achieve the objectives of Transnet.

9.2.3 Scope and applicability

9.2.3.1. This BBBEE document applies to all purchases of goods and services and will apply to all QSE's
and EME's, as well as large suppliers with sophisticated financial, technical and managerial
capacity.

9.2.3.2 It shall apply to and impact on all levels (R-value) and types of tenders. It will also apply to any
disposal, letting or leasing of assets, the acquisition or granting of any right for and on behalf of
Transnet. The objective is to design innovative ways to employ preferential procurement.

9.2.3.3 Tender documents must specifically state that BBBEE preference in terms of the DTI Codes of
Good Practice will apply. A supplier's BBBEE status in terms of the DTI's Generic Scorecard will
determine the degree of preference which will be acknowledged and in terms of the PPPFA's
90/10 system for all contracts in excess of R30 000. Contracts below R30 000 will as far as
possible be earmarked for EMEs. See BBBEE Circular and RFX Clause available on the
Transnet Intranet.

9.2.4 Objectives

9.2.4.1 The successful implementation of the Transnet BBBEE approach will be evaluated against the
achievement of spend targets as outlined by the DTI and as set by the GM: SSM.

9.2.4.2 All sourcing documentation must emphasise preferential procurement and local supplier
development as key differentiators (i.e. selection criteria).

9.2.4.3 The underlying objective of the BBBEE methodology is to create an enabling environment for
BBBEE enterprises (as defined) to access available procurement opportunities within Transnet.
BEE enterprises will therefore be engaged as:

• principal contractors,
• joint venture partners,
• professional service providers,
• sub-contractors, suppliers and or manufacturers.

Their engagement should add real value to the supply chain.
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9.2.5 Strategic Intent

9.2.5.1 Transnet encourages and will recognise all improvement in current and future supplier ratings.

9.2.5.2 In appropriate circumstances Transnet will set BEE participation pre-tender conditions. This
may include but is not limited to specifying to potential suppliers:

The rand value or percentage of the tender that should be fulfilled by the
participation of Broad-Based black enterprises, QSE's and EME's.
The minimum black equity ownership that should be fulfilled as a precondition
to participating in the tender process, as per the sector charters.
Management and operational involvement by black professionals and managers
as prescribed in the different sector charters.
Skills transfer and training.
Employment creation and employment equity.

9.2.5.3 Transnet will encourage "value-adding" joint ventures between non-contributors to
empowerment and local suppliers (preferably empowered QSE's and EME's).

Bidders may develop joint ventures in order to comply with Transnet BEE requirements. The
following documents shall form part of their submission:

• Ownership documents showing the status of the partners to the joint venture;
• Joint Venture Agreement;
• Joint Venture Declaration Form; and
• Any other documents as may be required by Transnet.

9.2.6 Preferential procurement targets and Reporting

9.2.6.1 To promote BBBEE in the procurement of goods and services, targets will be set and agreed to
by all the ODs and approved by Transnet's GCFO.
Targets will be reviewed on an annual basis with the approval of GM: SSM, however monthly
progress reports against the set targets will be compiled for submission to the GM: SSM.
The overriding principle in the setting of such targets is that:

A sectoral approach will be adopted and for sectors where there is a high
probability of finding BEE enterprises, (as defined) the target may be set higher.

• Each Division's contribution towards the set target will be proportionate to that
Division's budget allocation.

9.2.7 Enterprise Development Model

9.2.7.1 Enterprise Development, being one of the DTI's BBBEE pillars of empowerment, places an
obligation on Transnet as a State Owned Enterprise ("SOE"), to also contribute in a significant
way towards the growth and development of emerging black entrepreneurs, who would
ultimately be the beneficiaries of this support initiative. Transnet has a further responsibility as a
major spender in the sector to ensure that opportunities and growth in the industry include
emerging black entrepreneurs through policy, procedures and "spend trends" and do not exclude
them.

9.2.7.2 Enterprise Development can comprise one or a combination of the following interventions:-
• Facilitation of training, mentoring, counselling and professional support for selected

companies.
• Access to "short-term" flexible payment methods, e.g. for selected / deserving EME's say

payment within 14 days, at the Division's own discretion.
• Facilitating access to finance either by a mere referral, or by any other innovative ways that

will assist the enterprise.
• Any other support that is deemed necessary to strengthen and grow the selected company

such as on-the-job supervision / skills transfer, etc.
• Enterprise Development will be addressed in a coordinated manner through the CSDP

initiative - refer to paragraph 4.3 above.
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9.2.7.3 The Main objectives of Enterprise Development are>

• To develop a globally competitive supply base for Transnet and other SOEs.
• To support and strengthen the participation of black emerging entrepreneurs in the

Transport and related sectors.
• To ensure that adequate investment in local small business is maintained in a meaningful

way thus supporting a definite shift away from importing, towards localization of product
sourcing.

• To be a leader amongst SOEs in the commitment to BEE as "not merely a social
responsibility" but also a business strategy to ensure that BEE is economically beneficial as
it reaches the majority of South Africans and is committed to making a difference and
growing the economy.

9.2.7.4 Transnet recognises that QSEs and EMEs have an economic role to fulfil in the future of South
Africa. They contribute to job creation and the country's national productivity through the
provision of goods and services to consumers and/or other enterprises etc. As a major role
player in the SA economy, Transnet will strive to heavily involve QSEs and EMEs in its
procurement activities. In pursuit of creating opportunities for QSEs and EMEs, Transnet may:

• Consider where appropriate, splitting large non-strategic contracts into small components,
for instance per province/item to enable QSEs and EMEs to participate. The total value of
the business to be awarded and not the individual contracts will determine whether the
tender falls within the DAC's jurisdiction or not. {Also refer to paragraphs 6.11 and 6.12).

• Where appropriate, Transnet will identify some tenders in part or in whole for the exclusive
participation of QSEs and EMEs.

• Encourage value-adding Joint Ventures between large established suppliers and QSEs
and EMEs giving the latter access to latest technologies and skills.

• With appropriate institutions and government agencies, co-ordinate capacity building
programmes for QSEs and EMEs.

• Provide tender advice to QSEs and EMEs.

9.2.8 Supplier Compliance to BEE

9.2.8.1 Transnet encourages its suppliers to promote BEE in their own companies. Suppliers will be
expected to comply with all Transnet's BEE requirements when submitting tenders. As a pre-
condition to selection, tenderers shall submit a signed BBBEE certificate and any other
documents that may be required by Transnet. These shall form one of the critical criteria in the
evaluation of BEE requirements. In addition, in instances where Transnet has set other BEE pre-
conditions, these shall form part of the tender evaluation and be incorporated into the contract.

9.3 Interim implementation

9.3.1 Suppliers must be measured in accordance with the DTI Generic Scorecard provided for in the
Codes of Good Practice.

9.3.2 Existing suppliers must be made aware of Transnet's policy and efforts made to encourage
these suppliers to embark on BBBEE initiatives. All suppliers shall be informed that Transnet
fully endorses and supports Government's BBBEE Programme.

9.3.3 Transnet would therefore prefer doing business with enterprises that share the same values with
it and are prepared to contribute to meaningful BBBEE initiatives (e.g. subcontracting, JVs etc.)
as part of their tender responses. Transnet will accordingly allow a preference in accordance
with the 90/10 preference system, as per the PPPFA, to companies who provide a BBBEE
Accreditation Certificate. Transnet requires prospective tenderers to have themselves accredited
by any of the SANAS Accreditation Agencies that do their BBBEE ratings in accordance with the
latest Codes i.e. those promulgated on 9 February 2007. Verifications are only valid for one
year. Also refer to the BBBEE Circular and RFX Clause available on the Transnet Intranet.

Enterprises will be rated by such agencies based on the following:-
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Type of
Enterprise

Large

Qualifying Small
Enterprise (QSE)

Exempted Micro
Enterprise (EME)

Annual Turnover

In excess of R35 million

Between R5 million and
R35 million

R5 million or less

Number of Elements Scored on of the BBBEE
Generic Scorecard

Ml 7 elements

Any 4 elements (equal weighting of 25% each)

Deemed to be 100% compliant. Automatic Level 4
rating irrespective of race of ownership.

NB. EMEs with Black ownership >50% or Black Women ownership >30% automatically qualify
as Level 3 BBBEE, i.e. 110% BBBEE recognition.

EME's need only provide documentary proof of annual turnover (i.e. audited financials) plus
proof of Black ownership if Black ownership >50% or Black Women ownership >30%.

In addition to the above, tenderers who wish to enter into a Joint Venture or sub-contract portions of
the contract to BBBEE companies, must state in their tenders the percentage of the total contract
value that will be allocated to such BBBEE companies should they be successful in being awarded
any business. A rating certificate in respect of such BBBEE JV-partners and / or sub-contractor/s,
as well as a breakdown of the distribution of the aforementioned percentage must also be furnished.

Refer to the new BBBEE clause to be included in all Tender documents, which is available on
the Transnet Intranet and which is already included in the various RFX templates.

9.4 BBBEE evaluation process

Following the enactment of the BBBEE Act and Codes of Good Practice, it is now incumbent
upon Transnet to align its internal policies to ensure alignment to the national framework. The
PPPFA is not applicable to Transnet as a Schedule 2 company in terms of the PFMA.

The attainment of BEE objectives through preferential procurement is not a simple process,
even when a well developed implementation methodology guides the implementation thereof.
The endorsement and support of all stakeholders within the organization is essential. This
section of the document aims to provide guidance for interim implementation of the process.

Although the BBBEE Act has been promulgated on 19 March 2003, the Regulations to govern the
implementation of the Act have only been promulgated in their final form on 9 February 2007.
Transnet has decided to implement the BBBEE principles with effect from 28 November 2006 as
an interim BBBEE implementation methodology, despite the fact that the Codes provided for a
transition period until 31 August 2003.
Contrary to the PPPFA, which primarily focused on black shareholding as the only empowerment
tool, the BBBEE approach will have a much wider focus. It will not only assist black entrepreneurs
who already own and run their own successful businesses, but will also accommodate those in
need of skills training, employment or development opportunities.

9.4.1 Tender Evaluation

The following guidelines are to be followed with regard to the evaluation of tender-
Accreditation agencies (See paragraph 9.3.3 above) will use Table 1 to accredit all suppliers and
will issue the prospective tenderer with a BBBEE Rating certificate which will indicate its Level
of Contribution (Table 2), a certified copy of which must be included in its tender response as a
"returnable document".

Table 1:

Scorecard element
Ownership
Management

Generic weiqhtinq
20%
10%
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Employment Equity
Skills Development
Preferential Procurement
Enterprise Development
Social Investment / Other
TOTAL SCORE measured out of:

15%
15%
20%
15%
5%

100%

Table 2:

BEE Status

Level One Contributor
Level Two Contributor
Level Three Contributor
Level Four Contributor

Level Five Contributor
Level Six Contributor
Level Seven Contributor
Level Eight Contributor
Non-Compliant
Contributor

Qualification

>100 points on the Generic Scorecard
>85 but <100 points on the Generic Scorecard
>75 but <85 on the Generic Scorecard
>65 but <75 on the Generic Scorecard, or any
micro enterprise
>55 but <65 on the Generic Scorecard
>45 but <55 on the Generic Scorecard
>40 but <45 on the Generic Scorecard
>30 but <40 on the Generic Scorecard
<30 on the Generic Scorecard

Recognition Level
(Multiplier)

135%
125%
110%
100%

80%

60%

50%

10%

0%

The BBBEE rating certificate included in the tender response will therefore merely indicate the
contender's level of contribution.

After technical compliance has been determined, all technically compliant bids are merely ranked from
highest score to lowest score, using the following method:

SAMPLE 1:

Where technical compliance is either a "yes" or a "no" - (or all equal)

By using the "Excel Spreadsheet BBBEE-calculator", which is available on the Transnet Intranet, the
spreadsheet will automatically calculate a point out of 90 for price, by merely entering the comparative*
tender prices from lowest to highest on the spread sheet. The lowest technically acceptable price will
score the full 90 points. Upon entering the BBBEE status as determined in Table 3 i.e. the point out of
10, the "BBBEE calculator" will calculate a point out of 100. This total out of 100 will then determine the
preferred bidder which will be recommended for acceptance to the relevant DAC.

It should be noted that this system is used during the evaluation process to determine a fair and
transparent BBBEE preference (i.e. to determine the preferred bidder), and not to justify the paying of
automatic premiums. Post-tender negotiations (strictly in terms of paragraph 2.7 above) should be
conducted once DAC approval of the preferred bidder has been obtained. Unethical practices such as
horse-trading and price-matching are however not allowed.

NB. On sales tenders (e.g. the disposal of scrapped assets), the tendered prices are entered on the
relevant Excel spreadsheet from highest to lowest, and the highest tendered price will score the full 90
points for price.

* Refer to Paragraphs 4.1 and 4.2 above for the procedure to be followed to adjust tender prices to a
common comparative basis. Note that this comparative price does not include BBBEE preferences at
this stage. After entering the comparative price in the relevant column of the BBBEE calculator, and the
BBBEE status and preference in terms of Table 3, the BBBEE Calculator will calculate the relevant score
out of 100 for price and BBBEE.
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BEE STATUS

Level One Contributor
Level Two Contributor
Level Three Contributor
Level Four Contributor
Level Five Contributor
Level Six Contributor
Level Seven Contributor
Level Eiqht Contributor
Non-Contributor

BEE PREFERENCE
90/10 Max 10%

10%
9%
8%
7%
6%
5%
4%
2%
0%

Table 4:

Tenderer
& ranking
on price
X - N/A

A - 1
B - 2
C - 3
D - 4

Tender
Price

R965 000

R2 300 000
R2 400000
R2 500 000
R2 550 000

Point
out of 90
for price

Tech.
non-

compliant
90

86.09
82.17
80.22

BBBEE
contribution

level
N/A

Level 8
Level 3
Level 7
Level 1

BBBEE
Point

out of 10
N/A

2
8
4
10

Total out of
100 (BBBEE

10 & price 90)
N/A

92
94.09
86.17
90.22

Final Ranking
(Price and
BBBEE)

N/A

2
1
4
3

From Table 4 above, Tenderer B becomes the preferred bidder as he has attained the highest score out
of 100. The recommendation to the DAC will therefore be in favour of B (and not Tenderer D although D
has the highest BBBEE contribution level). In terms of the guidelines on Post-tender negotiation, the
DAC will when approving the preferred bidder also grant the necessary authority to conduct further price
negotiation with him/her. If one succeeds in driving his price down, to say R 2 350 000, the price
premium of R50 000 will be minimal (2.18%) = R2,35m as compared to the lowest tender of R2.3m. For
the purposes of reporting BBBEE spend, one would again refer to Table 2. Tenderer B, being a level 3
contributor, would entitle Transnet to report 110% of the contract value as BBBEE procurement spend,
i.e. R2 350 000 X 1.10% = R2 585 000.

SAMPLE 2:

Evaluation where "Technical Compliance" or "quality" also needs to be factored into the scoring
matrix

The scoring system for Price and BBBEE as explained in Sample 1 above, is based on the 90/10 Price /
BBBEE principle. Where appropriate to also include technical or quality in the weighting out of 100, this
inevitably means that the weighting of 90 for price will be diluted.
For example: Price 50

Quality/Technical 40
BBBEE 10_
Total 100

There is however a real risk in including "technical" in the equation (e.g. 50/40/10) and in so doing
diluting the weighting of price, as will be noted from the following two Tables:

Table 5:
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Name of
Tenderer:

Ranked highest
to lowest

TENDERERF

TENDERERG

TENDERERH

Financial
Offer

(P)

Comparative
Offer
(Pm)

NON RESPONSIVE

NON RESPONSIVE

NON RESPONSIVE

Points for
Financial

Offer

BBBEE
Level of

Contribution
(Level 1 to 9)

BBBEE
Point
out of

10
(90/10)

Total
point out
of 100:

Price 90 &
BBBEE

10

Ranked
Tech-
nical,

price and
BBBEE

%
Premium
payable

Premium
payable in

Rands

Tenderer A

Tenderer B

Tenderer C

Tenderer D

Tenderer E

3.700,000

4.535.000

5,500,000

6,400.000

7,100.000

3.700,000

3.700.000

3.700,000

3,700,000

3,700.000

90.00

69.69

46.22

24.32

7.30

Level 9

Level 7

Level 1

Level 4

Level 1

0

4

10

7

10

90.00

73.69

56.22

31.32

17.30

1

2

3

4

5

0

23

49

73

92

R 0

835,000

1.800,000

2,700,000

3.400.000

Table 6:

BASIS FOR COMPARATIVE OFFER :
PRICE, TECHNICAL AND BBBEE (50 / 40 /10)

Name of
Tenderer:

Ranked highest
to lowest

TENDERERF

TENDERERG

TENDERERH

Financial
Offer
(P)

Comparative
Offer
(Pm)

NON RESPONSIVE

NON RESPONSIVE

NON RESPONSIVE

Tech-
nical
Score

Max 40

Poinls
for

Financl
al Offer

BBBEE
Level of

Contribution
(Level 1 to 9)

BBBEE
Point out

or 10
(90/10)

Total
point out
of 100:

Price 90 &
BBBEE

10

Ranked
Tech-
nical,

price and
BBBEE

7.
payable

Premium
payable In

Rands

Tenderer A

Tenderer B

Tenderer C

Tenderer D

Tenderer E

3.700.000

4,535,000

5,500,000

6,400.000

7.100.000

3.700.000

3.700.000

3,700.000

3.700.000

3.700.000

20

25

35

40

30

50.00

38.72

25.68

13.51

4.05

Level 9

Level 7

Level 1

Level 4

Level 1

0

4

10

7

10

70.00

67.71

70.67

60.51

44.05

2

3

1

4

5

0

23

49

73

92

R 0

R085m

R1.8m

R2.7m

R3.4m

Note that whilst using the same tender prices and BBBEE levels/scores in both Tables 5 and 6, in Table
5 Tenderer A wins the business whereas in Table 6 Tenderer C wins the business at 49% i.e. R1.8
more. The use of Table 6 as part of the tender evaluation criteria should therefore be made with great
circumspection.

This however does not mean that the latter method (Table 6) should never be used. Where the best
quality is crucial (e.g. a consultancy service or the development of a sophisticated system), this method
may be selected and indicated upfront in the Tender Document.

To be open, fair and transparent to all prospective tenderers, and to prevent the possibility of
manipulation of the technical weighting during the evaluation phase, the weightings of the three main
evaluation criteria (Price, BBBEE and Technical/Quality) must be disclosed in the tender documents i.e.
before the tender is issued. As stated in paragraph 5.3.1.11 above the actual individual weightings of the
different components of "Technical71 should not be disclosed. It need only be listed, not necessarily in
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order of importance, to ensure that tenderers submit their best offers on all the technical criteria and not
only those which carry a relatively high weighting.

It must also be stressed that quality need not be sacrificed by not choosing the Table 6 approach and
instead electing the Table 5. An alternative method that can be used where technical compliance is
important, but not at all cost, is the following method :-

Step I: As a first step, determine whether there are any disqualifying criteria, for example:-
• Does the company's name appear on Transnefs List of Excluded Tenderers? (or on the

CIDB's List of Excluded tenderers if a CIDB Construction related tender)
• Has the company produced a valid Tax Clearance Certificate?
• On CIDB-tenders - Does the company's name appear on the CIDB's Register of

Contractors for the required category?
• Is the company VAT registered, and has it produced a valid VAT Registration Certificate? (if

its annual turnover qualifies it for VAT Registration i.e.>R300 000 p.a.)

Step 2: Evaluate all qualifying tenders in terms of the technical evaluation criteria, after having
determined a minimum threshold for technical compliance. All tenderers who exceed the minimum
threshold then proceed to the next round i.e. Price and BBBEE evaluation in terms of Table 5 above. It is
important to note that all tenderers who exceed the minimum cut-off point are then regarded as equally
compliant, irrespective of the margin by which they exceed the minimum threshold (e.g. A BMW pool-car
scoring 99 on technical and a VW Polo scoring 77 points will be equally compliant since they both
exceed the minimum threshold of 70). To, at this stage, factor their technical scores into a Table 6
scenario where a score is again allocated to technical against a diluted weighting for price will result in a
higher overall score for the more expensive BMW as compared to the VW Polo.

Step 3: The tenderer with the highest total score as per Table 5 (Price and BBBEE only) will become the
preferred bidder and will be recommended to the DAC for award of the business.
In terms of the post-tender negotiations procedure (paragraph 2.7 above), the DAC may be approached
for authority to undertake post-tender negotiations with more than one preferred bidder if the scores
attained by the various contenders as per Tables 5 or 6 above are very close.

PART 10: DEFINITIONS

10. Definitions

10.1 In these Procurement Procedures:-

10.1.1 "Board of Directors" means the Board of Directors of Transnet Limited;

10.1.2 "Chairman" means the person who is appointed as Chairman of one of the Acquisition Councils
or his alternate.

10.1.3 "CEO" means the Chief Executive Officer at the head of a Transnet Division (core or non-core),
with appropriate delegated authorities which are in line with the Transnet Group Delegation of
Authority (Group Limits of Authority) - Annexure H1. With regard to Corporate Head Office, roles
and responsibilities assigned to the "CEO" in terms of this document (PPM), will likewise also
apply to Heads of the relevant Group Functions, who in terms of their individual Special
Delegation of Authority have been delegated similar powers.

10.1.4 "CFO" means a Chief Financial Officer in an Operating Division of Transnet, whilst Transnet
GCFO means the Group Chief Financial Officer in the Group Corporate Head Office, who
reports directly to the Group Chief Executive (GCE).

10.1.5 "CPO" means the Chief Procurement Officer of a Division of Transnet, or Specialist Unit, or core
or non-core businesses). In smaller Transnet Divisions which do not have a designated CPO,
powers assigned to the CPO in terms of this document will be vested in the CEO of that Division
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personally. With regards to the Corporate Head Office, the GM, Strategic Supply Management
will be regarded as the XPO" for the purposes of this document (PPM)

10.1.6 ''contender" means any person who has submitted a quotation, as opposed to tenderer'

10.1.7 "BBBEE enterprise" means any supplier or contractor who has been rated anything from a
Level 8 (10 % recognition level) to a Level 1 (135% recognition level), as defined in the BBBEE
Act and Codes of Good Practice issued by the DTI.

10.1.8 "CIDB-tender" means any construction related contract, as defined in, and regulated by the
Construction Industry Development Board, by virtue of the CIDB Act. This includes new
construction activities as well as the maintenance of existing civil, mechanical or electrical
structures.

10.1.9 "DAC" means the Divisional Acquisition Council of an Operating Division, Specialist Unit or
Business. Unless specifically stated otherwise "DAC" also includes sub-acquisition councils
operating under the auspices of the DACs and which caters for transactions falling below the
minimum threshold of the DAC, e.g. Acquisition Councils operating on a local or regional basis,
as well as the TAC and SMGC catering for Corporate Head Office and transversal procurement
respectively.

10.1.10 "delegated powers" means the extent of authorities required in order to implement certain
actions by or on behalf of the company, including any sub-delegation of authority where
permitted. This includes the power to retrospectively authorise, condone or rescind a decision
already taken by a sub-delegate.

10.1.11 "Division" means any Transnet Operating Division, Specialist Unit, as well as Group Functions
and Transnet Businesses within the entire Transnet Group.

10.1.12 "Group" means all Transnet Divisions where Transnet still holds the majority share. This
include Operating Divisions, Specialist Units, Businesses as well as the different Group
Functions comprising the Corporate Head Office

10.1.13 "enterprise" means amongst others a company, close corporation, partnership or any other
form of business;

10.1.14 "fairness" means being objective, reasonable and even-handed. Being fair does not mean
satisfying everyone. It can be unfortunate, but not unfair, that people may be adversely affected
by procurement decisions;

10.1.15 "fronting" means the deliberate circumvention or attempted circumvention of the BBBEE Act
and the Codes. This could, for example, be in the form of the misrepresentation of
shareholding/ownership status in order to achieve an advantageous BEE recognition level, or
the deliberate non-honouring of BBBEE commitments made at tender stage with regards to
subcontracting or JV initiatives, for the purposes of securing business. Unless such non-
honouring has been duly reported to Transnet and considered to be beyond the control of the
main contractor / JV partner, such actions will also be regarded as deliberate misrepresentation
and fronting.

10.1.16 "fruitless and wasteful expenditure" means expenditure that was made in vain and could
have been avoided had reasonable care been taken;

10.1.17 "goods" means any physical object or objects whether raw or processed material, movable or
immovable, which has value;

10.1.18 "Group Chief Executive" means the person in the Corporate Centre appointed as the Transnet
Group Chief Executive, duly appointed by the Minister of Public Enterprises, or the person acting
in his/her stead, at any given time, in terms of a proper Mandate;
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10.1.19 "GM: Strategic Supply Management" means the General Manager who heads up the Strategic
Supply Management Function (GM: SSM) in the Corporate Head Office, or the person acting in
his/her stead, at any given time, in terms of a proper Mandate;

10.1.20 "imported content" means that portion of the tender price or quotation which represents the
landed cost at factory (as defined herein) in the Republic of South Africa of components, parts or
materials which are to be used in the manufacture, production or assembly of supplies tendered
for and which have been or are still to be imported whether by the tenderer or his supplier or
sub-contractors;

10.1.21 "incoterms" being the collective term for any of the following types of import/ export payment
cost structures (in the case of Transnet mostly the importer):-

"EXW" - Ex Works - the seller has delivered the cargo, the cost, and the risks, when they
place the cargo at the disposal of the buyer at seller's premises, not loaded onto any
collecting vehicle and not cleared through Customs. If at another local named place then not
unloaded.

"FCA" - Free Carrier - the seller has delivered the cargo, the cost and the risks, when they
have done EXW plus they have loaded onto any collecting vehicle and have cleared cargo
through Customs.

"FAS" - Free Alongside Ship - The seller has delivered the cargo, the cost and the risks,
when they have done FCA plus they have taken the cargo to the port and placed it
alongside the vessel and have paid any port taxes.

"FOB" - Free on Board - The seller has delivered the cargo, the cost and the risks, when
they have done FAS plus they have taken the cargo passed the ship's rail.

"CFR" - Cost & Freight - The seller has delivered the cargo and the cost, when they have
done FOB plus they have paid for the freight to the port of destination. Risk still delivered at
FOB.

"CIF" - Cost, Insurance and Freight — The seller has delivered the cargo and the cost, when
they have done CFR plus they have paid for the insurance to the port of destination. Risk
still delivered at FOB.

"DES" — Delivered Ex Ship - The seller has delivered the cargo, the cost and the risk, when
they have done CIF plus they have to keep the risk of CIF to DES.

"DEQ" - Delivered Ex Quay - The seller has delivered the cargo, the cost and the risk when
they have done DES plus off load the cargo at the destination port.

"DDU" - Delivered Duty Unpaid - The seller has delivered the cargo, the cost and the risk
when they have done DEQ plus taken the cargo to the final destination but not pay any
import customs charges.

"DDP" - Delivered Duty Paid - The seller has delivered the cargo, the cost and the risk
when they have done DDU plus paid any import customs charges.

"CPT" - Carriage Paid To - The seller has delivered the cargo and the cost, when they
have done FCA plus handed over cargo and only pay the freight to a carrier that will take the
cargo to the final destination. Risk is delivered when the cargo is handed over to the carrier.

"C1P" - Carriage and Insurance Paid To - The seller has delivered the cargo, the cost and
the risk when they have done CPT plus paid for Insurance to the final destination. Risk is
delivered the same as CPT.
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"DAF" - Delivered at Frontier - The seller has delivered the cargo, the cost and the risk
when they have done FCA plus deliver the cargo to a place at any frontier (border) but not at
the buyers frontier and not unloaded.

10.1.22 "indent" means a purchase direct from an overseas supplier or manufacturer without the
involvement of a local agent or representative.

10.1.23 "irregular expenditure" means expenditure incurred in contravention of, or that is not in
accordance with a requirement of any applicable legislation, including the PFMA;

10.1.24 "landed cost at factory" means the overseas cost plus direct importation costs such as freight,
all landing charges, dock dues, import duties and the like, at the South African port of entry, as
well as inward transportation and handling costs to the factory in the Republic of South Africa
where the goods tendered or quoted for, will be manufactured or assembled;

10.1.25 "local content" means that portion of the tender price or quotation which is not included in the
"imported content" as defined above;

10.1.26 "manager" means, with regard to Transnet, a person who is a chief executive of a Division of
Transnet, by whatever designation he is known and whether or not he is a director of Transnet,
or his delegatee or any subsequent delegatee in terms of a proper Special Delegation of
Authority;

10.1.27 "material provisions" means amongst others a provision which has a bearing on the parties
to the contract, the particular performance (eg. sale/purchase, service and hire/lease), price
(including alleged pricing errors), time for performance, cession and/or assignment, new
provisions, waiving of penalties, extension of time, exercising of options, quantities,
place/manner of delivery, impossibility of performance, appointment of a new contractor for the
uncompleted portion of a contract and refund of retention money before the completion date,
etc., and which may entail additional costs or risks;

10.1.28"non-materia! provisions" means amongst others a provision which has a bearing on the
place/manner of delivery, place/time/manner of payment, name of the manufacturer, or any
other amendment/change and which does not entail additional costs or affect the
creditworthiness of the contractor;

10.1.29 "notice" means in respect of tenders, the usual brief press notice and regarding quotations, a
letter with similar purport;

10.1.30 "offer" means a unilateral request from a person or enterprise to do business with Transnet
without tenders or quotations having been invited by Transnet.

10.1.31"parceIling" means the practice of deliberately splitting business into smaller portions to keep
the transaction value within one's own Delegation of Authority, or to keep it below the threshold
of an Acquisition Council.

10.1.32 "project" means a proposal which in its entirety has been approved by the Board of Directors,
for the provision of an asset or group of assets with a common purpose for Transnet, normally
having an asset life of longer than twelve months.

10.1.33 "quotation" means a request to do business which is restricted to certain tenderers who alone
can submit a price, or such price which is submitted;

10.1.34 "QSE and EME" means Qualifying Small Enterprise and Exempted Micro Enterprise as
defined in the DTI's BBBEE Act;

10.1.35 "rental" or "lease" means the use of goods for a period and for consideration (compensation);

10.1.36 "Republic of South Africa" means the territory of the Republic of South Africa unless the
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contrary appears from the context and the word "South African" refers to the same territory,
unless the contrary appears from the context;

10.1.37 1;RFX" is the collective noun for anyone of the following.-

RFI - Request for Information (mostly used as the 1s' phase of the Two-stage tender
system - normally prices are not tendered at RFI stage therefore no business
may be concluded against a RFI).

RFQ - Request for Quotation (mostly used for transactions <R2m. See paragraph 2.4.
above. However CEO's may at their discretion lower the "3 quote limit" see
paragraph 8.1.3. (iv) above - Since prices are tendered on a RFQ, business
may be awarded on a RFQ)

RFP - Request for Proposal (mostly used on the open tender process i.e. for
transactions > R2million, However, CEO's may at their discretion lower the
minimum threshold for open tenders see paragraph.8.1.3. (iv) above. RFPs will
also be used on phase 2 of the 2-stage tender, where the value of the business
is >R2m. Since prices are tendered on a RFP, business may be awarded on a
RFP).

EOI - Expression of Interest: Very similar to a RFI and used merely to gauge what is
available in the market, if the market is unknown. An EOI can be used in phase
1 of the 2-stage tender as well. A firm price commitment will not be called for in
an EOI, hence no business can be awarded against an EOI.

10.1.38 "service" means a work in respect of which the tenderer undertakes inter alia to-

(a) provide employees for a period and for consideration (compensation) in such a
manner that Transnet has full power and control over the tendered employees; or

(b) carry out one or more assignments independent of Transnet's supervision for a
period and for consideration (compensation); by
(i) making his and/or his employees' expertise available; or
(ii) providing and using the tenderer's employees, and exercising supervision

over the work;
(iii) making available and using the tenderer's employees as well as any

equipment, machinery or goods that may be required, and exercising
supervision over the work;

according to the kind and magnitude of the work which is defined in the specification;

10.1.39 "subsidiary" means any subsidiary of Transnet, where Transnet holds a majority shareholding
or where Transnet has the majority vote on the Board of Directors of such subsidiary.

10.1.40 "tender" means a public request to do business which has been properly published and to
which any member of the public can submit a price, or such price which is submitted;

10.1.41 "tenderer" means any person/enterprise which has submitted a tender (as opposed to
contender);

10.1.42 "Transnet" means Transnet Limited, Registration No. 1990/000900/06 incorporated in terms of
the Companies Act, 1973 (Act 61 of 1973), as amended;

10.1.43 "year" means any defined period of twelve consecutive months.
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CHAPTER 1 : INTRODUCTION

Transnet SOC Ltd CTransnet") is fully owned by the South African government and operates as a
corporate entity. It is aimed at supporting and contributing to the country's freight logistics network
by developing South African industry, reducing the cost of doing business, ensuring efficient and
profitable operations, whilst at the same time promoting critical developmental and empowerment
objectives.

Section 217 of the Constitution Act 108 of 1996 and section 51(l)(a)(iii) of the Public Finance
Management Act 1 of 1999 ("PFMA") stipulate that Transnet must have and maintain an appropriate
procurement and provisioning system which is fair, equitable, transparent, competitive and cost-
effective.

Transnet's Supply Chain Policy and this Procurement Procedures Manual ("PPM") give effect to these
statutory requirements. The aim of the Supply Chain Policy is to ensure that Transnet gets value for
money in the procurement of Goods and Services in order to fulfil its mandate whilst redressing the
economic imbalances that have been caused by unfair discrimination in the past. Transnet shall
therefore carry out its procurement processes as cost-effectively as possible whilst meeting its
commercial, regulatory and socio-economic goals. The Policy ensures a coherent framework within
which procurement principles and compliance controls are applied across Transnet.

The PPM seeks to operationalise the objectives of the Supply Chain Policy.

1.1 NATIONAL OBJECTIVES

The Transnet supply chain function should firstly be seen in the national context.
Government's economic development policies such as the New Growth Path ("NGP")
emphasise the role that State Owned Companies ("SOCs") should play as key agents in a
developmental state to accelerate national development by leveraging their procurement
spend to ensure that key goals such as job creation, skills transfer and empowerment take
place. As one of the major State Owned Companies, Transnet has a pivotal role to play in
ensuring that Government's economic development policy goals are met.

1.2 INTEGRATED SUPPLY CHAIN MANAGEMENT {"iSCM") PROCUREMENT
OBJECTIVES

1.2.1 Transnet's procurement objectives are ensuring security of supply of goods and
services that Transnet requires to fulfil its mandate, and achievement of key socio-
economic goals, eg. job creation, empowerment. All Transnet's procurement
activities shall be implemented in line with the following best practice principles:

1.2.2 Fairness and Transparency:

• equal treatment of bidders;

• openness and accountability; and

• ethical conduct.

1.2.3 Social Equity:

• Broad-Based Black Economic Empowerment ("B-BBEE"), Preferential
Procurement and Supplier Development.

1.2.4 Value for money:

• competitiveness; and

• cost effectiveness.

1.2.5 Due regard must be given to the importance of:
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a) the promotion of Transnet's Interdivisional Support Policy; and

b) 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 SD targeted commodities such as rolling
stock and port equipment, Transnet will negotiate meaningful SD local capability and
capacity building initiatives as part of their supply agreements with Transnet.

1.2.8 Transnet commits to clarity in its communication of requirements. It furthermore
commits to being professional, courteous, fair, factual and responsive in its business
dealings.

1.2.9 Transnet supports good corporate governance by ensuring the preservation of the
highest standards of integrity, objectivity, fairness, efficiency and professionalism.

1.2.10 The purpose of one Supply Chain Policy and a uniform set of procedures for the
whole Transnet Group is to facilitate a uniform interpretation internally, whilst
complying with the requirements of Section 51(1) (a) of the PFMA and Section 217 of
the Constitution.

1.3 iSCM CONTROL OBJECTIVES

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

• 0/7/y Goods and Services required by the organisation are acquired;

• all Goods and Services required by the organisation are acquired;

• The demand for Goods and Services is appropriately planned and managed;

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

• critical socio-economic objectives such as B-BBEE, job creation, skills transfer, etc are
achieved;

• transactions are properly accounted for and approved (timeously, accurately and
completely);

• accurate and timeous information will be produced for management, ensuring the
integrity of the process;

• overall processes exhibit integrity and are efficient in meeting supply chain objectives in
relation to strategy;

• optimum working capital balances for inventory and cash will be maintained; and

• all Goods and Services acquired are managed from demand to finalisation considering
appropriate security.

Chapter 1: InfroJuction Page 9 of 202
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NOTE: The detailed Business Critical Activities (BCAs) and Business Critical Controls (BCCs)
derived from the above iSCM Control Objectives are attached hereto as Appendix A (Control
Framework).
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CHAPTER 2 : DEFINITIONS, ABBREVIATIONS AND ACRONYMS

TERM

Acceptable Bid

Acquisition Council

[AC]

—jr-
DEFINITION, ABBREVIATION OR ACRONYM

Advance Payment
Guarantees [APGs]

Advertisement

Alternative Bid

B-BBEE

1
Any bid which, in all respects, complies with the specifications and conditions of
bid as set out in the bid document

The main Acquisition Council of an Operating Division, Specialist Unit or
Business. Unless specifically stated otherwise "AC" also includes sub-Acquisition
Councils operating under the auspices of the ACs and which caters for
transactions falling below the minimum threshold of the main AC, e.g.
Acquisition Councils operating on a local or regional basis, as well as the TAC
catering for Corporate Head Office and transversal contracts

is a guarantee issued by a financial institution, on behalf of a supplier to a buyer,
in relation to any advance payment that is made by the buyer to the supplier to
allow the work to commence. The guarantee protects the buyer against the risk
of non-performance as the buyer can claim reimbursement of the advance
payment against the guarantee in such a case

A public invitation to submit bids for the provision of Goods or Services

Is a bid that purports to satisfy a stated need but does not fully comply with the
laid down specification of the RFX. Alternative Bids are allowed at the discretion
of Transnet

Broad-Based Black Economic Empowerment

B-BBEE Enterprise

Bid

Bidder

Black People

Board Acquisitions &
Disposals Committee

[BADC]

Board of Directors
[BOD]

Buyer

Any supplier or contractor who has been rated anything from a Level 8 (10 %
recognition level) to a Level 1 (135% recognition level), as defined in the B-BBEE
Act and Codes of Good Practice issued by the DTI

A written offer in a prescribed form in response to an invitation by Transnet for
the provision of Services, works or Goods, through price quotations, advertised
open bids, approved lists, confinements or proposals

Any person/Enterprise which has submitted a Bid

is a generic term which means Africans, Coloureds and Indians

A sub-committee of the Transnet Board of Directors tasked with providing
oversight and approval for acquisitions and disposals falling within its delegation
of authority

The Board of Directors of Transnet SOC Ltd

Any person in Procurement or iSCM in any Transnet entity, who has the
necessary delegated powers to undertake specific procurement functions with
regard to transactions falling within his/her DoA, i.e. the R-value of the
transaction

Chapter 2: Definition, Abbreviation or Acronym
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TERM

Carrier

• T -

DEFINITION, ABBREVIATION OR ACRONYM

Any person who, in a contract of carriage of goods, undertakes to perform or to
procure the performance of carriage, by rail, road, sea, air, inland waterway or
by a combination of such modes (used in definitions of Incoterms)

Centre(s) of
Excellence [COE(s)]

Chief Executive
Officer [CEO]

Chief Financial
Officer [CFO]

Construction
Industry
Development Board
[CIDB] bid/contract

Confinement

Consultant

Chief Procurement
Officer [CPO]

Cross Functional
Evaluation Team
[CFET]

Cross Functional
SourcingTeam
[CFST]

Delegation of
Authority I D O A ]

Exempted Micro
Enterprise [EME]

Expression of
Interest
[EOI]

Cross-divisional teams strategically focusing on a particular functional area. They
focus on tactical issues relating to the functional area, and are aimed at
identifying and leveraging on the areas of excellence in Transnet. Key strategic
objectives will be executed through the COEs with a risk mitigation plan
supported by Enterprise Risk Management (ERM)

The Chief Executive Officer at the head of a Transnet Division with appropriate
delegated authorities which are in line with the Transnet Group Delegation of
Authority (Group Limits of Authority)

A Chief Financial Officer in an Operating Division of Transnet

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

The Chief Procurement Officer of a Division of Transnet or a Specialist Unit

A team that is involved in the evaluation of bids regarding transactions of a high
value or where the quality / functionality criteria is complex and a simple yes /no
answer on technical compliance is not possible or viable.

A team that is involved in the procurement of transactions of a high value or
where the quality / functionality criteria are complex. As they represent various
functions, a holistic overview over the process will be ensured.

The extent of authority required in order to implement certain actions by or on
behalf of the company, including any sub-delegation of authority where
permitted. This includes the power to retrospectively authorise, condone or
rescind a decision already taken by a sub-delegate.

An enterprise with an annual turnover of less than R5 million, as defined by the
DTI's Codes of Good Practice

Means a request for Bidders to register their interest in providing specified
Goods or Services and to submit their credentials so they may be invited to
submit a Bid should they qualify or are selected to do so.
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TERM

Enterprise

Entity

Fronting

Fruitless and
Wasteful
Expenditure

Further Recognition
Criteria (Current)
[FRC Current]

Further Recognition
Criteria (Future)
[FRC Future]

Goods

Group

Group Chief
Executive [GCE]

Group Chief Financial
Officer [GCFO]

Group Chief Supply
Chain Officer

[GCSCO]

High Value Tender
Process [HVTP]

IC3 Supplier
Development Matrix

DEFINITION, ABBREVIATION OR ACRONYM

A trading business (a company, close corporation, partnership or any other form
of business) external to Transnet.

Used in the Transnet context to describe an internal Transnet Operating Division,
Specialist Unit, Transnet business or the various Group Functions comprising the
Corporate Centre

A deliberate circumvention or attempted 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

A mechanism used to evaluate preference, based on the extent to which a
bidder's current B-BBEE status in terms of ownership, management control and
employment equity meets or exceeds a stipulated minimum target.

A mechanism used to evaluate preference based on the extent to which an
enterprise commits to improving or sustaining its B-BBEE performance over the
contract period in excess of stipulated minimum targets. These criteria focus on
ownership, management control, employment equity, preferential procurement
and enterprise development.

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

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

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

The Group Chief 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

Chapter 2; Definition, Abbreviation or Acronym
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TERM

Imported content

DEFINITION, ABBREVIATION OR ACRONYM

Incoterms

Integrated Supply
Chain Management
[iSCM]

Irregular
Expenditure

Letter of Award

Letter
(LOI)

of Intent

Local Content(LC)

Manager

Material Amendment

Market Demand
Strategy (MDS)

Non-Disclosure
Agreement [NDA]

Open Bid

Operating Division
[OD]

Parcelling

That portion of the Bid price represented by the cost of components, parts or
materials which have been or are still to be imported (whether by the supplier or
its subcontractors) and which costs are inclusive of the costs abroad, plus freight
and other direct importation costs, such as landing costs, dock dues, import
duty, sales duty or other similar tax or duty at the South African port of entry

(ICC Incoterms 2010) means, in relation to international trade (sale and
purchase of Goods), the globally accepted purchase terms for Goods, used to
indicate the costs to be incurred by the seller and the buyer and the point at
which the risk of the Goods passes from the seller to the buyer

See Appendix C for detailed definitions of all Incoterms

The Integrated Supply Chain Management function as a whole including all

Operating Divisions and Centres of Excellence

Expenditure incurred in contravention of, or that is not in accordance with a
requirement of any applicable legislation, including the PFMA

Is issued when a Bidder is selected as the Successful Bidder. The letter of award
informs the Successful Bidder unequivocally that he/she was awarded the
business

Is issued when a Bidder is selected as the Preferred Bidder. The LOI informs the
Preferred Bidder of Transnet's 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 Transnet's
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

The practice of deliberately splitting business into smaller portions to keep the
transaction value within one's own Delegation of Authority, or to keep it below
the threshold of an AC or a person with higher Delegation of Authority

Chapter 2: Definition, Abbreviation or Acronym
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TERM

Parent Company
Guarantee

Performance Bonds
(PBs)

Post Tender
Negotiation [PTN]

Preferred Bidder

Prequalification

Criteria

Qualifying Small
Enterprise [QSE]

Quality
(Functionality)

Rental or Lease

Request for
Information [RFI]

!

Request for
Quotation [RFQ]

Request for Proposal

[RFP]

Request for...

[RFX]

Service

SOC

Supplier
Development (SD)

DEFINITION, ABBREVIATION OR ACRONYM

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 DTl's
Codes of Good Practice

The totality of features and characteristics of Goods or Service that bears on its
ability to satisfy a stated or implied needs

The use of Goods and/or moveable assets for a period and for consideration
(compensation)

An invitation to a broad base of potential suppliers to provide written information
about their capabilities to meet a stated Transnet need, An RFI is primarily used
in instances where Transnet is not 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 knowledge-based expertise, carried
out by hand, or with the assistance of equipment and plant

State Owned Company

Improving the socio-economic environment as required by the NGP by creating
competitive local suppliers via Enterprise Development, the Competitive Supplier
Development Programme and other initiatives such as Preferential Procurement.
This results in a reduction in capital leakage and creates a supply base that can
be competitive to market its Goods on the international market leading to
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TERM

Successful Bidder

Tender Evaluation
and
Recommendation
Report [TEAR]

Transnet Acquisition
Council [TAC]

Transnet Capital
Projects [TCP]

Transnet Freight Rail
[TFR]

Transnet National
Ports Authority
[TNPA]

Transnet Pipelines
[TPL]

Transnet Port
Terminals [TPT]

Transnet
Properties(TP)

Transnet Corporate
Centre [TCC]

Transnet SOC Ltd

Transnet Rail
Engineering [TRE]

Unsolicited Bid

Working day

Year

Note: Words

DEFINITION, ABBREVIATION OR ACRONYM

increased exports.

Means a Bidder that has been identified as the Bidder to which business has
been awarded

A report that must be submitted by the 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 Freight Rail - an Operating Division of Transnet

Transnet National Ports Authority - an Operating Division of Transnet

Transnet Pipelines - an Operating Division of Transnet

Transnet Port Terminals - an Operating Division of Transnet

Transnet Properties - a Specialist Unit of Transnet

The Head Office of Transnet SOC Ltd

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

Transnet Rail Engineering - an Operating Division of Transnet

A unilateral request from a person or enterprise to do business with Transnet
without Bids or quotations having been invited by Transnet

Any day other than a Saturday, Sunday or public holiday

Any defined period of 12 (twelve) consecutive months

capitalised in the document have been defined in this Chapter.
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CHAPTER 3 : SCOPE AND EXCLUSIONS

Save for the exclusions mentioned in Table 1 below and acquisitions that are governed by the
Transnet Capital Projects ("TCP") Construction Procurement Policy, Processes, Procedures and
Methods Manual (the Construction Manual), the PPM is applicable to all acquisitions across the
Transnet Group regardless of the value of the transaction. The Construction Manual has been aligned
to the Construction Industry Development Board ("CIDB") Act and Standards for Uniformity and
applies to all construction-related acquisitions across Transnet. The PPM applies to construction-
related acquisitions only where the Construction Manual is silent on an issue.

The PPM sets minimum standards for compliance, however, CEs and their duly appointed Acquisition
Councils ("ACs") may impose more stringent rules and thresholds than those laid down in the PPM.

3.1 PROCUREMENT PROCEDURES

Transnet's Procurement Procedures as encapsulated in this document (the PPM), aim to
establish the framework within which procurement activities are to be conducted at Transnet.
These procedures are derived from the Transnet Supply Chain Policy, and should be read in
conjunction with delegated powers granted in terms of the Delegation of Authority Framework.
Other formal procedural manuals, directives, circulars or practice notes may be issued from
time to time, either from iSCM, or from an Operating Division ("OD"), AC or Group Function
and these should be read in conjunction with this Manual. However, it must be noted that any
directive that changes any substantive principles of the PPM will be issued only on approval
from the BADC. Where any conflict arises between such directives and the PPM, the later
dated document shall prevail.

3.2 COMPLIANCE WITH THE PPM

Subject to paragraph 3.4 below, all procurement within Transnet must be conducted in
accordance with the PPM.

3.2.1 Non-compliance with the PPM will be regarded in a serious light as it could result in
Irregular Expenditure and/or Fruitless and Wasteful Expenditure in terms of the
PFMA.

3.2.2 Section 51(l)(e) of the PFMA places an obligation on Transnet to take the necessary
appropriate action regarding acts of financial misconduct.

Failure to comply with the provisions of the PPM will lead to disciplinary action and depending
on the severity of the non-compliance, possible dismissal and/or legal action. As a general rule,
condonation of non compliance with procurement policies and procedures is not permitted in
terms of the PPM.

3.3 PURCHASING PROCEDURES

These procedures cover the purchasing and supply of all Goods, Services (tangible and
intangible), fixed assets and the appointment of consultants. The aforementioned are in
respect of both Operational and Capital expenditure.

3.3.1 Ferrous and non-ferrous scrap

The process of appointing contractors for the disposal of ferrous scrap (steel) and non-
ferrous scrap is subject to the PPM. Due to the high value income-generating nature of
such disposals as well as the high risk of theft, the disposal of scrap is in addition
governed by a separate, detailed "Scrap Disposal Policy and Procedures". This policy is
available on the iSCM Transnet Intranet.

3.4 PPM EXCLUSIONS

The transactions and processes tabled below are excluded from this Procurement Procedures
Manual:
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TABLE 1

Individuals (temporary staff), including contract workers employed by Transnet Human
Resources. (However, the appointment of a recruitment agency, Consultant, consultancy firm
or a firm providing a Service to Transnet must follow the PPM)

Petty cash purchases, subject to such instructions as issued from time to time

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

The rendering of Services by or to government departments, SOCs or other public entities
provided that rates charged by such institutions are market related or certified as fair and
reasonable

Media advertising (excluding campaigns involving professional advertising agencies)

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

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

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

Purchase of Goods at auctions

Sale of Goods at auctions but excluding the appointment of auctioneers

Letting and hiring of dwellings, and acquisition and alienation of houses or acquisition of land
for houses in terms of prescribed housing policy

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

Sponsorships and donations, which are strictly governed by Delegated Powers

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

The disposal of all movable assets, e.g. the disposal of redundant PC equipment, cell phones,
office equipment and furniture must be properly controlled in terms of the individual
policies/procedures governing such disposals. These policies and procedures are available on
the iSCM Transnet Intranet.

The provision of degree or diploma certificates by tertiary institutions, attendance of training
courses, seminars and conferences, provided that such transactions are approved by the person
with the required DoA.

Any such exclusions which a Transnet Division may apply for through iSCM and which have
been duly approved by the Transnet Group Chief Executive ("GCE") or the Transnet Group
Chief Financial Officer ("GCFO") in accordance with guidelines which may be issued from time
to time.
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3.5 APPLICATION

This version of the PPM applies to all new procurement processes which have been initiated
on or after the commencement date of this document. Procurement processes initiated prior
to the commencement date must be dealt with in accordance with the rules that were
applicable at the time (i.e. the May 2009 version of the PPM).
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CHAPTER 4 : APPLICABLE LEGISLATION AND POLICIES

4.1 LEGISLATION

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

TABLE 2

LEGISLATION AND GOVERNMENT POLICY

The Administrative Adjudication of Road Traffic Offences Act, 46 of 1998

The Arbitration Act, 42 of 1965

The Broad-Based Black Economic Empowerment Act, 53 of 2003 as amended, including
the Department of Trade & Industry's Codes of Good Practice

The Companies Act, 71 of 2008 as amended

The Competition Act, 89 of 1998 as amended

The Competitive Supplier Development Programme (CSDP)

The Constitution of the Republic of South Africa Act, 108 of 1996

The Construction Industry Development Board Act (CIDB Act), 38 of 2000

The Conventional Penalties Act, 15 of 1962

The Copyright Act, 98 of 1978

The Currency and Exchange Act, 9 of 1933

The Designs Act, 195 of 1993

The Electronic Communications and Transaction Act, 25 of 2002

The Framework for the Operationalisation of Government's Procurement Policies in State
Owned Enterprises (dated 31 July 2001)

The Industrial Policy Action Plan II

The King III Report on Corporate Governance

The Local Procurement Accord

The National Ports Act, 12 of 2005

The National Railway Safety Regulator Act, 16 of 2002

The New Growth Path (NGP)

The Occupational Health and Safety Act, 85 of 1993

The Patents Act, 57 of 1978

The Preferential Procurement Policy Framework Act (PPPFA), 5 of 2000 as amended,
Regulations of 2011 - effective December 2011 (Transnet has applied for exemption and
has been granted partial exemption for a period of 12 months. Further developments in
this regard will be published in PPM Directives).

The Prevention and Combating of Corrupt Activities Act, 12 of 2004 as amended

The Promotion of Access to Information Act (PAIA), 2 of 2000 as amended

The Promotion of Administrative Justice Act, 3 of 2000

The Public Finance Management Act (PFMA), 1 of 1999 as amended (Transnet is not
bound by the Supply Chain regulations issued in terms of this Act)
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LEGISLATION AND GOVERNMENT POLICY

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

The Second-Hand Goods Act, 6 of 2009

The Standards Act, 8 of 2003

The Trade Marks Act, 194 of 1993

The Value Added Tax Act, 89 of 1991

4.2 POLICIES

4.2.1 General Overview of Transnet Policies

The following policies and procedures which are available on the Transnet Intranet are
supplementary to this PPM and should be taken into consideration, where applicable.
Parties using the PPM must apply the most recent edition of the documents listed in
Table 3 below

TABLE 3

TRANSNET POLICIES AND PROCEDURES

• Transnet Code of Ethics

• Cell phone Policy

• PC Disposal Policy

• Contracting Procedures Manual

• Construction procurement policy, processes, procedures and
methods within Transnet Capital Projects

Declaration of Interest and Related Party Disclosure Policy

• Delegation of Authority Framework

• Gifts Policy

• Supply Chain Policy

• Procure to Pay Procedures(P2P)

• High Value Tender Process

Records Management Policy

• Reverse Logistics Procedure

• Scrap Policy

• Supplier Development Policy

• Transnet Strategy for Broad-Based Black Economic
Empowerment

• Transnet Broad-Based Black Economic Empowerment Policy for
Procurement

LOCATION

Company Secretary
Intranet portal

ICT Intranet Portal

ICT Intranet Portal

iSCM Intranet portal

TCP Intranet portal

Company Secretary
Intranet portal

Company Secretary
Intranet portal

Company Secretary
Intranet portal

iSCM Intranet portal

iSCM Intranet portal

iSCM Intranet portal

Company Secretary
Intranet portal

iSCM Intranet portal

iSCM Intranet portal

iSCM Intranet portal

iSCM Intranet portal

iSCM Intranet portal
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4.2.2 Preferential Procurement

a) Strategic Intent

Patterns of racial inequality (as well as other forms of social inequality) stubbornly persist
almost two decades after the demise of apartheid. There is also a huge disparity in income
distribution between social groupings. Transnet will therefore act as a responsible corporate
citizen in the context of its B-BBEE endeavours, by utilising various strategies to promote
empowerment more vigorously. Such strategies must be applied subject to the discipline of
our constitutional framework to ensure that the overall objectives of a non-racial and non-
sexist society are achieved. Transnet will also apply these strategies in a manner as to
ensure that the constitutional principles of fairness, equity, transparency, competitiveness
and cost-effectiveness are not materially undermined.

The strategies referred to above include (but are not limited to) the following:

• allowing preference in accordance with the B-BBEE status of an enterprise, based on
its B-BBEE scorecard;

• increasing the weighting allocated to preference in a particular bid beyond the 10 or
20 points allocated in terms of the PPPFA;

• allowing Further Recognition Criteria points to an enterprise whose current black
ownership, management control or employment equity meets or exceeds a
stipulated minimum target (This will be referred to as FRC Current);

• allowing points for Further Recognition Criteria points based on the extent to which
an enterprise commits to improving or sustaining its B-BBEE performance over
the contract period in the following areas in excess of stipulated minimum targets:
ownership, management control, employment equity, preferential procurement and
enterprise development (This will be referred to as FRC Future);

• setting minimum B-BBEE levels as a pre-qualification criterion to participate in a bid
process;

• limiting participation in a bid process to persons or entities owned by persons who
have been disadvantaged by unfair discrimination;

• requiring bidding entities to form Joint Ventures (JVs) with black owned entities,
alternatively to sub contract a minimum percentage of the contract to black owned
companies;

• stipulating that an Enterprise will not be awarded points for its B-BBEE status level if
it has indicated in its Bid response that it intends sub-contracting more than 25% of
the value of the contract to any other Enterprise that does not qualify for at least the
points that such a Bidder qualifies for, unless the intended subcontractor is an EME
that has the capability and ability to execute the sub-contract;

• stipulating that an Enterprise who has been awarded a contract may not sub-
contract more than 25% of the value of the contract to any other Enterprise that
does not have an equal or higher BBBEE status level than the Enterprise concerned,
unless the contract is subcontracted to an EME that has the capability and ability to
execute the sub-contract.

• Requiring winning bidders to take steps to ensure:

• management and daily operational involvement by Black professionals and
managers as prescribed in the different sector charters;

• skills transfer and training; and

• employment creation and employment equity.
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The underlying objective of the Preferential Procurement methodology 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 al! 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 any disposal, letting or leasing of assets and the
acquisition or granting of any right for and on behalf of Transnet. The
objective is to design innovative ways to promote Black Economic
Empowerment.

(iii) Bid documents must specifically state that B-BBEE preference in terms of the
DTI Codes of Good Practice and/or other relevant Charters will apply.

c) Objectives

(i) Transnet encourages and will recognise all improvement in current and
future supplier ratings.

(ii) Transnet will encourage value-adding joint ventures with B-BBEE
Enterprises. Bidders may develop joint ventures in order to comply with
Transnet's 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 only, on

the basis that the JV will only be created if they are successful in winning the
business and a contract is awarded to them. This is known as an
unincorporated JV. A JV will qualify for points as an unincorporated entity
provided that the entity submits their consolidated B-BBEE scorecard as if
they were a group structure and that such a consolidated scorecard is
prepared for every separate tender. The Bidders must also submit a Joint
Venture Agreement for the unincorporated JV.

d) Preferential procurement targets and reporting

(i) To promote preference in the procurement of Goods and Services, targets
will be set by the B-BBEE Forum and implemented by all the ODs.

(ii) The 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 finding B-BBEE Enterprises or where there is a need to accelerate
transformation, the target may be set higher.
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Transnet's approach to preferential procurement is dealt with in more detail in
Chapter 10.

4.2.3 Supplier Development — Strategic Intent

a) Background

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

Transnet strives to provide a competitive Service, while at the same time, creating
opportunities for new entrants to the market and stimulating job creation 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, SD policy and SD plan forms the framework within which
Transnet will implement its SD initiatives.

b) Applicability

All transactions involving SD should be evaluated against the IC3 Supplier
Development Matrix. This matrix {Figure [1] below) categorises transactions
according to three principles:

• Value leverage refers to transactions where the financial scale of the
transaction allows the buyer the opportunity to negotiate SD.

• Industrial leverage refers to transactions whereby the nature of the
procurement is such that the scale and the industrial complexity of the item
being purchased allow for local supply chain development around a particular
industry.

• Strategic importance to Transnet refers to the extent to which the Goods
to be procured has an impact on Transnet's core business.
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Notcorrtfrrtty a
focus area?

Figure [1] - IC3 SD Classification Matrix

The IC3 Supplier Development Classification Matrix (refer Figure [I] above) assists in
categorising opportunities according to their industrial leverage, value leverage and
strategic importance to Transnet.

Once opportunities are identified it will be possible to identify the tools that should be
implemented to maximise the full supplier development potential from these
opportunities.

Based on the classification of a specific transaction, there will be certain SD objectives
that Transnet will strive to meet. These objectives are all aligned to national objectives,
and explained in more detail in Chapter 12 (Determining SD Approach and Desired
Outcomes).
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CHAPTER 5 : CODE OF ETHICS

5.1 SUPPLY CHAIN CODE OF ETHICS
5.1.1 Transnet's 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 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;

f) maintain accurate, honest and complete records in appropriate detail;
g) protect Transnet's assets;
h) treat all suppliers with respect and dignity and foster a productive

environment free of harassment, intimidation and discrimination;

i) refrain from using a position of authority and / or facilities provided by
Transnet to further their own interests or that of friends and relatives;

j) desist from allowing personal interests to influence business decisions or
tasks and disclose any actual or potential conflict of interest;

k) honour the content and spirit of all business transactions and not abuse
Transnet's name; and

I) maintain an attitude of zero tolerance toward any form of bribery, corruption
and inducements.

5.1.3 While considering the advantages of maintaining a continuing relationship with a
supplier, Transnet iSCM must avoid any arrangement which in the long term might
compromise fair competition or prevent Transnet from achieving optimal value.

5.1.4 No sale to or purchase from a Transnet employee is permitted under any
circumstances. This excludes sales by auction or such other exceptions as may be
authorised by management from time to time.

5.1.5 Former employees of Transnet shall not be restricted from doing business with
Transnet unless they have been restricted from doing so in terms of paragraph
5.1.6 below. Due diligence should be exercised by evaluation teams to determine
whether any undue influence/unfair advantage could have been possible between
any Transnet employees and the former employee. This should be brought to the
AC's attention, and should be stated dearly in submissions to the AC or to the
delegated Manager for transactions falling below the AC's jurisdiction.
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5.1.6 Former employees of Transnet who were dismissed following disciplinary action or
who had resigned to circumvent disciplinary action following charges relating to
dishonesty (e.g. bribery, corruption, theft, etc.) shall be formally excluded from
future business dealings with Transnet. They will be blacklisted for a specific period
and their names shall appear on 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 properly addressed in the contract and that
both parties understand the nature of the agreement.

5.3.3 Depending on the merits of each case, one of the following approaches will be
followed and must be stipulated upfront in the Request for Proposal ("RFP")
document:-

a) Transnet may choose to pay the supplier outright for its IP in the Goods and
purchase the Goods with its IP. In such instances, the supplier relinquishes
its rights to the IP and Transnet acquires all rights to the Goods. This applies
to all specifications, drawings and/or prototypes. Transnet will disclose this at
RFP stage and all aspects pertaining to IP will be negotiated and captured in
the contract between the parties. Transnet shall have the right to procure its
future requirements via an Open Bid process and the original
designer/developer will be free to participate.

b) Transnet may choose to share the IP with the supplier where Goods were
jointly developed by Transnet and the supplier. In this scenario, Transnet
shares the IP and the royalties emanating from the development of the
Goods. This must be clearly set out in the contract between the parties.

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

5.4 GIFTS AND GRATUITIES
5.4.1 All business decisions and transactions must be made with uncompromised

integrity, honesty and objective judgment. Transnet does recognise that in
executing its business and applying industry norms, employees may be required to
accept or give gifts as a token of appreciation. The Transnet Gifts Policy regulates
and controls the acceptance and giving of gifts.

5.4.2 The acceptance and giving of gifts exceeding the value (currently R750.00)
stipulated in the Transnet Gifts Policy, as amended from time to time is prohibited.

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

a) Declared to the employee's immediate Manager; and

b) Recorded in a Declaration of Gifts Register.
5.4.4 Under no circumstances should gifts be accepted from prospective suppliers,

regardless of value, during any bid evaluation period including a period of 12
months after such bid has been awarded. This may be perceived as undue and
improper influence over the bid process.

5.4.5 Gratuities, bribes or kickbacks of any kind must never be solicited, accepted or
offered, either directly or indirectly. This includes money, loans, equity, special
privileges, personal favours, benefits or Services. Such favours will be considered
bribery. This is unlawful and the appropriate criminal / civil action will be enforced.
If a supplier or employee offers or accepts such "favours" or bribes, it must
immediately be reported to the Manager in charge of the function for appropriate
action. In accordance with the ordinary principles of delictual liability, Transnet is
entitled to recover all damages suffered as a result of the employee's corrupt or
negligent conduct from that employee. Any person who has offered a bribe to a
Transnet employee may also face criminal or civil action and/or exclusion from
future Transnet business.

5.4.6 Employees are not permitted to accept gifts or buy Goods or Services at artificially
low prices, not available to the public. Employees are also not allowed to accept
personal favours and hospitality which might be deemed by others, to impinge
upon the employee's sound business judgment.

5.4.7 Overseas visits on invitation by and at the expense of prospective suppliers will
under no circumstances be permitted. Should an overseas visit be deemed
necessary for the purposes of evaluating the supplier, this should be for 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.

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

a) entertainment;

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

5.4.9 A monetary limit will not be placed on the following:

a) business meals; and

b) hospitality packages to sports, arts and culture events held in the Republic of
South Africa, with the objective of enhancing business relationships. Gifts
received while on overseas business trips and from foreign delegates, which
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exceed the limit set in the Transnet Gifts Policy, should be accepted, entered
into the gifts register and submitted to the Group Company Secretariat for
disposal in terms of the Gifts Policy.

5.4.10 Tn addition to the procedure for accepting gifts set out in the Gifts Policy, Supply
Chain staff may only accept gifts after approval from their Manager. Supply Chain
staff must declare all gifts irrespective of value. Supply Chain Managers must keep
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.

5.4.11 All Supply Chain gift registers must be submitted to the relevant AC Chairperson for
review on a quarterly basis. A Gift Register Template is attached to the Transnet
Gifts Policy and must be used at all times to ensure that all relevant information
and signatures of approval are captured.

5.5 DECLARATION OF INTEREST
5.5.1 In terms of the Companies Act 71 of 2008, directors or officers of a company have

a duty to disclose their interests in contracts.

5.5.2 For the purposes of the Transnet Declaration of Interest and Related Party
Disclosure Policy the requirement to disclose interests in contracts is extended to
include all employees.

5.5.3 The Transnet Declaration of Interest and Related Party Disclosure Policy defines a
conflict of interest as tta situation in which private interests or personal
considerations affect, may affect, or may be perceived to affect, an employee's
judgment in acting in the best interests of Transnet. This includes using an
employee's position, confidential information, corporate time, material or facilities
for:

• private gain or advancement; or

• the expectation of private gain or advancement of the employee or any member
of the employee '$ family, or friends or business associates of the employee."

5.5.4 The Transnet Declaration of Interest and Related Party Disclosure Policy places a
duty on all employees who have an interest, either directly or indirectly, in any new
or existing contracts with an entity external to Transnet which may conduct, or
does conduct business with Transnet, to declare such interest.

5.5.5 A direct interest in a bid includes the following:

a) Where the employee or Transnet Board member is -
(i) a shareholder, member or director of a bidding enterprise;

(ii) a shareholder, member or director of the holding company of a bidding
enterprise; or

(iii) a shareholder, member or director of a subsidiary of a bidding
enterprise.

b) Where the employee or Transnet Board member is a direct family member or
a close friend or associate of a person who is -
(i) a shareholder, member or director of a bidding enterprise;

(ii) a shareholder, member or director of the holding company of a bidding
enterprise; or

(iii) a shareholder, member or director of a subsidiary of a bidding
enterprise.

5.5.6 Declaration of a direct interest will result in automatic recusal of an employee.
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5.5.7 An indirect interest may include, but is not limited to:

a) being involved with the drafting of the specification or bid documents;

b) being involved with issuing / advertising of the bid; or

c) being involved in the evaluation, and subsequently being involved in the
adjudication of the bid (applicable to members and/or alternates serving on
the relevant AC).

5.5.8 Any indirect interest of an employee in a bid or offer must be declared and the
Manager concerned will determine whether the employee should recuse
him/herself. The reasons for this decision must be officially recorded and kept on
file.

5.5.9 Bid documents must always contain a clause for prospective Bidders to declare any
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.

5.5.10 Although business with Enterprises that have relationships with Transnet
employees in terms of 5.5.9 above is not prohibited, it is imperative that it be
properly declared and explicitly pointed out in the submission to the AC. This will
allow the AC to consider all relevant facts and decide whether such involvement by
a Transnet employee could be regarded as fair or whether other prospective
Bidders will be prejudiced or may be perceived to have been prejudiced thereby.
Bidders failing to declare such relationship(s) will be disqualified from the bid
process. Contracts concluded without adherence to this rule, will be terminated and
disciplinary action will be taken against the relevant Transnet employee(s). The
company or companies involved will be placed on Transnet's List of Excluded
Bidders.

5.5.11 All Transnet employees / board members involved in procurement activities are
under a duty to declare their interests as soon as they become aware that they
have a direct or indirect interest in a particular matter. If any doubt arises as to
whether an interest should be declared or not, the employee concerned shall seek
guidance from the office of the Company Secretary. The following must be noted
with regard to the duty to declare interests:

a) in terms of the "Declaration of Interest and Related Party Disclosures Policy"
all employees are required to submit an annual declaration of interest. These
declarations are kept by the Group Company Secretary for employees at
Group. Depending on the specific OD, declarations are kept by the OD
Company Secretary, Compliance officer or the Legal department in respect of
OD employees;

b) in addition to annual declarations, all employees involved in procurement
should make a quarterly declaration of interest which must be kept by the
relevant Manager;

c) all employees involved in the evaluation, Post Tender Negotiation ("PTN") or
adjudication of Bids must sign a declaration of interest certificate indicating
whether or not they have an interest in the matter at hand. This declaration
must be placed on the relevant bid file; and

d) employees involved in procurement activities other than evaluation, post
tender negotiation, or adjudication (such as buyers) will only be required to
declare an interest if they in fact have an interest in a particular matter. Should
such an employee not make any declaration in a particular matter, he/she will
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be deemed not to have an interest in the matter. If it is later discovered that
an employee did have an interest which he/she failed to declare, such
employee will be found to have failed to comply with the duty to declare
conflicts of interests.

e) A proper register of Declarations of Interest should also be kept by Managers
responsible for departments involved in purchasing and disposal functions as
well as by the Secretariats of the relevant ACs.

5.6 FRAUD AND CORRUPTION
5.6.1 Transnet insists on honesty, integrity and acting beyond reproach at all times and

will not tolerate any form of improper influencing, bribery, corruption, fraud or any
other unethical conduct on the part of Bidders / Transnet employees.

5.6.2 If Transnet's GCFO (or a duly authorised person) has determined that a Bidder /
contractor / supplier has or has caused to be promised, offered or given to 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
Transnet's business ethics on its List of Excluded Bidders. Furthermore, in terms of
section 34 of the Prevention and Combating of Corrupt Activities Act 12 of 2001,
Transnet will refer all matters of suspected corruption to the South African Police
Services (SAPS) for further investigation.

5.6.3 Transnet reserves the right to exclude a Bidder from further business and/or to
cancel all existing contracts, should a Bidder/supplier be found to have acted in bad
faith or engaged in misconduct towards Transnet. Furthermore, no part of a
contract may be subcontracted to an Excluded Bidder.

5.6.4 Bid documents should always contain a clause indicating that any suspected fraud,
corruption or other unethical activities should be reported to Transnet Tip-offs
Anonymous at any of the following addresses and contact numbers. Confidentiality
is guaranteed at all times.

Toll-free anonymous hotline : OSOO 003 056

• Email: Transnet@tip-offs.com

• Fax number: 0800 007 788

• Freepost DN 298, Umhlanga Rocks, 4320

5.7 SANCTION
Non-compliance with the Code of Ethics is considered to be misconduct and employees
may be subject to disciplinary procedures that could lead to dismissal as well as
criminal and/or civil action.
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CHAPTER 6 : DELEGATION OF AUTHORITY FOR PROCUREMENT PROCESSES

6.1. HOW DELEGATION OF AUTHORITY WORKS

Figure 2 below explains how authority is delegated troni the Minuter of Public Enterprise to
the various structures and persons within Transnet via a series of sub-delegations:

How Delegation of Authority works within the context of Procurement

Stepl

Step 2

Step 3

Step 5

Step 6

Step 7

Step 8

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:
l )TheBADC
2) The Group Chief Executive (GCE)

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

Step 4 The CEO sub-delegates certain powers to his/her CPO

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

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

Category Managers sub-delegate certain powers to Commodity
Managers

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

Figure [2] — Delegation of Authority
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6.2. DELEGATION OF AUTHORITY FRAMEWORK

The 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
dated 1 May 2012. However, please note that these monetary limits are amended
from time to time. Employees are therefore required to familiarise themselves
with the monetary limits contained in the current DoA Framework.

TABLE 4

Procurement
delegation

Appointment of
Consultants -
Clause 5.4.1 of
DoA Framework

(Cumulative per
annum)

Approval to
approach
market with
Open Bids -
Clause 5.4.2 of
DoA Framework

Approval to
approach
market with
Confined Bids -
Clause 5.4.3 of
DoA Framework

Management's
intervention to
address non-
compliance with
procurement
policies &
procedures -
Clause 5.4.4 of
DoA Framework
(Condonation)

Enter into &
signing of
contracts -
Clause 5.5.1 of
DoA Framework

A

Group
Exco

Members
(Specialist

Units,
excl.TCP

<R10m

Nil

Nil

Nil

<R30m

CEO/ HOD
(budget

owner) of
Specialist
Unit, excl.

TCP

Nil

<R75m

Nil

Nil

<R5m
subject to

the contract
period not

exceeding 5
Years

OD
CEOS&
TCPGE

<R25m

<R450
m

Nil

Nil

<R4S0
m

provat Authority (R million)
GCSCO

Nil

<R525m

Nil

Nil

<R525m

GCFO

<R50m

<R600m

Nil

Nil

<R60um

GCE

<R200m

<R750 m

<R250m

<R50m

<R750m

BADC

<R300m

<Rl,500m

<Rl,000m

<Rl,000m

<Rl,500m

Board

>R300m

>Rl,500m

>Rl,000m

>Rl,000m

>Rl,500m

6.3. POWERS VESTED IN TRANSNET OFFICIALS

It 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:
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DeJegatee From Delegation in terms of
Whom Transnet DoA Framework

Powers acquired in terms
of the PPM

Delegation In terms of
a "general blanket"

delegation

Transnet
Board

GCE

ODCEO

•Approve Confinements <R250m
•Consultants <R50m
•Condonations < R250m
•Going to market on open tender
& sign contracts < R500m

Final arbiter for appeals on
blacklisting

I; -Consultants <R25m
GCE •! 'Going to market on open lender

; & sign contracts < R400m
Approve decision to blacklist

•Approve consultants < RSm
•Going Co market on open
tenders & sign contracts <
R300m

Approve OD Approved Lists
Appoint AC & Chair/ members
Mediate disagreements between
AC and line/procurement, etc.

Going to market on open
tenders & sign contracts
depending on the value
delegated by the OD CEO

Delegate powers to CFSTs, CFET
& PTN teams, empower
procurement to utilise quotation
system & emergency purchases
and initiate blacklisting
proceedings

Going to market on open
tenders & sign contracts

ODCPO J! depending on the value
' delegated by the OD CPO

Facilitate CFSTs, CFET & PTN
teams
Utilise quotation system and
emergency purchases, issue
open tenders and initiate
blacklisting cases

Responsible for the day-to-
day running of Transnet

N/A to procurement

Responsible for the day-to-
day running of the
operating division

Responsible for the day-to-
day running of the OD
procurement function

Responsible for the day-to-
day procurement tasks and
functions

Figure [3] — Types of Delegated Authorities

6.4. DOA SUMMARY

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

Going to market

Prior approval of
chosen procurement
mechanism and
strategy.
Differing thresholds for
open tenders,
confinements and
consultants.

Process approval

Once the procurement
process is complete, a
recommendation must
be made to the relevant
governance structure
(an Acquisition Council
or higher) to approve
the process followed.
Once the process is
approved, the contract
must be concluded by
the person/structure
with the appropriate
delegation of authority.

Contract sign off /
award of business

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

Figure [4] - Procurement approval processes

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

(a) Thresholds for approval to go to market
Open tenders

Board*

Confinements

Exceeding RIOOOmillion Exceeding R1500million

Up to but not exceeding R1000millk>n

Up to but not exceeding R250mffiorr

Up to but not exceeding R1500million

.to but not exceeding R750milllon

GCFO

GCSCO

Up to but not exceeding R600million

Up to but not exceeding R525million

Operating Division.

CEO

Specialist Unit HOD
(exclTCP)

Up to but not exceeding R450mi!lion

Up to 'but not exceeding ft75mrilnn

*In terms of s 54(4) of the PFMA Transnet must obtain Ministerial approval for the acquisition of a significant
asset (exceeding R2,5 billion as per the latest Shareholder's Compact) before proceeding with the acquisition.
U In order to frame an approved list, authority to approach the market must be obtained from the main OD AC.

Figure [5] ~ Thresholds for approval to go to market
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(b) Appointment of consultants*

Transnet
Board* * Exceeding R300mlllion

BADC
up to but not exceeding R300miDion

Transnet Exco/

GCE up to but not exceeding R200mittk>n

GCFO
Up to but not exceeding R50millron I

Operating Division
CEO I Up to but not exceeding R25million I

Transnet Exco

Members [ up to but not exceeding RlOmlllion J
• Approval limits are cumulative per annum.
*" In terms of s 54(2)(d) of the PFM ATfansnet must obtain Ministerial approval for the acquisition of a significant
asset (exceeding R2,5 billion of the value of Transnet's asset base) before proceeding with the acquisition.
#In order to frame an approved list, authority to approach the market must be obtained from the main OD AC.

Figure [6] — Appointment of consultants

(c) Thresholds for Governance Structure approval of
process

•NOTE: Should any
approval body not agree
with the recommendation,
the matter must be referred
back to the recommending
officer(s)for reconsideration
or remotivation.

Transnet
Board*

Board Acquisitions and
Disposals Committee

(BADC)

Exceeding R1500miHion

Up to but not exceedii
RISOOmillion

Main OD
Acquisition Councils

Regional / Local
Acquisition Councils

Up to but not exceeding
R500million

Up to but not exceeding the min
threshold of Main DAC

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 R2,5 billion of the value of Transnet's asset base) before proceeding with the acquisition

Figure [7] - Thresholds for governance structure approval of process
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(d) Thresholds for contract sign off / award of business

Exceeding R1500mn

Up to but not exceeding R1500mn

Up to but not exceeding R750mn

Up to but not exceeding R600mn

Up to but not exceeding R525mn

Up to but not exceeding R450mn

f
1 Up to tout not exceeding R30mn

Up to but not exceeding R5mn (subject to
contract not pxrpprtmp, S vparsl

Board*

^ T BADC ^

GCE

GCFO

GCSCO

Operating Division
CEO

Transnet
Exco members

» Specialist unit
CE(exclTCP)

*In terms of s 54(4) of the PFMA Transnet must obtain Ministerial approval for the acquisition
of a significant asset (exceeding R2,5 billion in terms of the latest Shareholder's Compact)
before proceeding with the acquisition.

Figure [8] - Thresholds for contract sign off / award of business

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

Transnet
Board

Figure [9] - Management's intervention to address non-compliance with procurement
_ _ ^ _ policies & procedures
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i Context

Chapter 7: Demand Planning & Demand Management
• Preface
• Demand levers
• Role of procurement in managing demand
• Demand process
• Checklist for demand planning & management
• Sourcing Strategy

Chapter 8: Internal Procurement / Interdivisional Support
Chapter 9: Contract Options

• Summary of contract options
• Contracts > 2 years
• Standard Transnet Terms and Conditions

Chapter 10: Preferential Procurement Approach
• Targets
• Mechanisms
• Measurement of B8BEE status

Chapter 11: Local Content
Chapter 12: Supplier Development Approach

• Categories of SD transactions
• Process of categorising transactions
• Evaluation criteria

Chapter 13: Determining Evaluation Criteria
• Choosing an appropriate evaluation method
• Determining evaluation criteria
• Determine weightings of evaluation criteria

Chapter 14: Main Procurement Mechanisms
• Quotation system
• The open bid process (RFP)
• Approved list purchases
• Two stage bidding process

Chapter 15: Special Cases
• Confinements
• Emergency procedure
• High Value Tender Process
• Unsolicited bids
• Contract consolidation
• Acquisitions associated with income generating contract

(V, r

Evaluation and Adjudication

f • ont

lovernance Structures
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TYPICAL PROCUREMENT CYCLE

Figure 10 below depicts a typical procurement cycle. Comprehensive guidance on each of
these steps is dealt with in the Chapters that follow;

I
Stepl •

Demand

Planning

Contract award j
^management j

m

Step 8

Adjudication

Step 7
Shortlisting

(if applicable)

Step 2 a

Strategicsourcing
process

(if applicable)

Procurement
Mechanisms

Step 6

Evaluation

Step 5 j

Issue, receipt
& opening of

bids

Figure [10] - The Procurement Cycle
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Background and Context

Chapter 7: Demand Planning & Demand Management
• Preface
• Demand levers
• Role of procurement in managing demand
• Demand process
• Checklist for demand planning & management
• Sourcing Strategy

Chapter 8: Internal Procurement / Interdivisional Support
Chapter 9: Contract Options

• Summary of contract options
• Contracts > 2 years
• Standard Transnet Terms and Conditions

Chapter 10: Preferential Procurement Approach
• Targets
• Mechanisms
• Measurement of BBBEE status

Chapter 11: Local Content
Chapter 12: Supplier Development Approach

• Categories of SD transactions
• Process of categorising transactions
• Evaluation criteria

Chapter 13: Determining Evaluation Criteria
• Choosing an appropriate evaluation method
• Determining evaluation criteria
• Determine weightings of evaluation criteria

Chapter 14: Main Procurement Mechanisms
• Quotation system
• The open bid process (RFP)
• Approved list purchases
• Two stage bidding process

Chapter 15: Special Cases
• Confinements
• Emergency procedure
• High Value Tender Process
• Unsolicited bids
• Contract consolidation
• Acquisitions associated with income generating contract

Go to Market

Evaluation and Adjudication

Cr Management

Functions of Governance Structures
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CHAPTER 7 : DEMAND PLANNING & DEMAND MANAGEMENT

7.1. PREFACE
7.1.1. Demand is a business requirement for Goods/Services raised by the

business/OD and received by the procurement department for further
processing, such as 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/Services are procured so as to meet the
business requirements of Transnet;

7.1.2.2. specifications are precisely determined;
7.1.2.3. requirements are linked to budget; and
7.1.2.4. the supplying industry has been analysed and constraints

identified and assessed.

7.1.3. Demand planning is a medium term and cross functional planning process
supported by a series of meetings that promote alignment, decision making
and coordinated action towards achievement of financial budgets and
organizational strategy.

7.1.4. Demand Management is about understanding the factors that drive
demand for people and products and using this knowledge to identify and
implement new and innovative ways to eliminate, reduce or serve demand
more efficiently and by doing so reduce costs.

7.1.5. Demand management is about understanding the factors that drive
demand for Goods/Services and about using this knowledge to identify and
implement new and innovative ways to eliminate, reduce or serve demand
more efficiently and to support robust demand planning - and in so doing
optimise value and quality by enabling suppliers to have a forward looking
view of requirements expected of them and adequately plan production
and by enabling the procurement department to adequately prepare itself
and work more efficiently and effectively. Demand management therefore
involves the reviewing, monitoring and improving of demand.

7.1.6. Demand review is a strategic decision process ensuring that all
stakeholders are fully aware and agree to the Goods/Services that are to
be procured, why it is to be procured, how it is to be procured, and the
cost.

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

7.1.8. Demand improvement is a strategic and a tactical process ensuring that
the quality of demand improves continuously as the demand management
process matures, with initiatives such as reducing the demand and
rationalising the Goods/Service portfolio.
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7.1.9. Therefore, the purpose of demand planning and management is to ensure
that the resources required to fulfil the requirements identified in
Transnet's Corporate Plan are delivered at the correct price, time and place
and that the delivered quantity and quality will satisfy those requirements.

7.1.10. The intention of demand planning is to:

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

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

7.1.10.3. to foster an improved working relationship of openness
between Transnet and its suppliers and/or service providers.

7.2. DEMAND LEVERS

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

SOURCE

REASON

QUANTITY

SPECIFICATION

TIMEFRAME

COST

PREFERRED
SUPPLIER

TABLE 5
The origin of the demand such as the initiating department or
OD

The motivation for the demand such as why these
Goods/Services need to be sourced

Review the number/scope of the Goods/Services required

Opportunity to simplify/standardise specifications

Reduce demand frequency

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

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

7.3. ROLE OF PROCUREMENT IN MANAGING DEMAND

Procurement needs to manage the demand for Goods/Services by:

• analysing demand levers and sourcing data that will enable a more accurate
view/prediction of demand;;

• identifying opportunities for improvement of the entire demand management
function;

• short-listing and prioritising improvement initiatives;

• developing and implementing an action plan for identified initiatives;

• monitoring the progress of improvement of the initiatives; and

• conducting regular assessment of the effectiveness and relevance of improvement
initiatives.

7.4. DEMAND PROCESS
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Figure 11 below gives an outline of the main steps in the demand management process.

Identify, approve and communicate demand

• Compile demand document/ requisition

Process demand
• validate and prioritise demand
• Review nature and quantity required
• Reduce demand frequency
• Consider alternative ways of filling demand

Establish a cross functional sourcing team (CFST)
• Composition
• Functions

Figure [11] - 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 business (operations) need to follow the steps outlined
below, in order to ensure that there is a clearly defined need in the business:-

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

ratify the need irrespective of whether it is a CAPEX or OPEX
acquisition and apply for and obtain budget approval; and
draw up an annual procurement plan.

(ii)

(Hi)

(iv)

b) Compilation of demand document (per transaction)

Chapter 7: Demand Management
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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:-

(0 indicate the quantity/-ies required;
(ii) indicate the frequency/-ies required;

(iii) indicate the quality required;
(iv) indicate the unit of measure;

(v) indicate packaging, if applicable;

(vi) attach the relevant specification/drawing, where
applicable;

(vii) provide previous price or estimated costs and
budgetary requirements;

(viii) indicate the expected delivery date(s) and delivery
address(es);

(ix) indicate any logistical and/or storage requirements;
(x) any material obsolescence risks; and
(xi) suggest potential source/s of supply and a brief

analysis of the supplier industry landscape, if available.

The demand document should first be approved at an operational level. Once
that is completed, it should be submitted to procurement. Operations should
submit this document timeously, and allow sufficient time to acquire the
Goods/Services, given lead times and governance processes.

PROCUREMENT is responsible for completing

STEP 2 and STEP 3

Process demand
Validate and prioritise demand
Review nature and quantity required
Reduce demand frequency
Consider alternative ways of filling demand

7.4.2. STEP 2 : Processing Demand
a) Validate and prioritise demand

Procurement shall establish the following:
(i) Is the demand document/requisition duly approved by

operations?
(li) Is this a critical demand? ("Critical" is defined as having

an impact on the Service provided by Transnet or the
profit made by Transnet).

(iii) What would be the impact on operations if the
procurement did not occur?

b) Review nature and quantity required
Procurement shall establish and review the following:

Chapter 7: Demand Management
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(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 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
Transnet's previous use (if any) of the specific Service).
Could this be reduced or extended?

(v) Determine the estimated value of the sourcing event (if
not provided by operations) to establish which sourcing
process must be followed:

• if below R2 million, or lower threshold set by the
OD CEO for Open Bids, use the quotation system
(see Chapter 14);

• if over R2 million use an "open RFX", approach (see
Chapter 14); and

• if within the threshold for High Value Tenders, use
the High Value Tender process (see iSCM Transnet
Intranet portal).

c) Reduce demand frequency
Procurement shall establish and review the following:-
(i) If the Goods to be purchased will require additional

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

(ii) If a Service is required, what is the length of the
anticipated contract? Explain rationale for this time
period.

d) Consider alternative ways of fulfilling demand

Procurement shall establish and review the following whether:-
(i) the required Goods can be re-engineered or reclaimed

from existing assets or Goods;
(ii) any other OD can manufacture the required Goods or

provide the required Service;
(iii) the Goods are currently available in another OD with

spare capacity;
(iv) this is a stock item; or
(v) this item is available on a current contract- even if it is

potentially at another OD.

Establish a cross functional sourcing team (CFST)
Composition
Functions
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7.4.3. STEP 3 : Establish a Cross Functional Sourcing Team ("CFST") in
the case of acquisitions greater than R5 million or where the
quality criteria is not a simple yes/no decision

a) Rationale for the formation of a CFST
Demand management shall be a cross-functional exercise with a view to ensuring
that end users, procurement and all stakeholders are brought together in order to
enhance efficiency and achieve value,
b) Composition of the CFST

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

In instances where the sourcing event is uncomplicated and the risk to
Transnet is low, the CFST can be comprised of only procurement and
Quality (technical) representatives.

Procurement must ensure that the CFST consists of the relevant expertise;
and that the size of the team is not of such a nature that it cannot function
effectively. Nonetheless, in all instances, procurement and operations must
reach agreement on the composition of the CFST.

In order for the CFST to be effective, consistent attendance by the same
members is required for continuity.

c) Functions of the CFST

(i) Determining specifications:-

"Specification" is the terminology used to describe the
requirement for goods.

If Goods are being sourced, consider whether there is any
opportunity to purchase standard "off-the-shelf" Goods.

If there are technical specifications:-

• these must be compiled with a view to promoting the
broadest possible competition, whilst still assuring that
critical elements of performance or other requirements are
achieved;

• ascertain whether similar (albeit not identical) Goods are
currently in use elsewhere in Transnet, which could enable
standardisation;

• interrogate the specification, i.e. determine whether it is
possible to provide a 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:
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• 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.

If a detailed specification will be issued, ensure that the latest
specification is used, and that the quality standards (e.g.
SANS, ISO) are included where applicable. In addition, ensure
that the drawings are up to date and that detailed descriptions
of manufacturing processes, workmanship and/or materials
are indicated.

The following must be observed and indicated in the RFX in
respect of functional as well as detailed specifications:

• the location(s) of required provision;

• details of qualifications required where appropriate;

• details of the conditions in which the Goods must operate;

• environmental and safety features;

• packaging, marking and labelling requirements;

• inspection or testing requirements;

• documentation required, i.e. manuals, user guides,
licenses, test certificates, etc.;

• size/dimensions;

• integration with other Goods/Services;

• security requirements;

• health, safety, electrical, environmental requirements;

• training requirements, if applicable;

• timing considerations; and

• interfaces with other systems.

(ii) Determining Terms of Reference

"Terms of Reference" (ToR) is the terminology used to
describe the requirement for services.

The following must be observed and indicated in respect of the
ToR:

• project title;

• background;

• objective of the project

• expected outcomes/deliverables;

• competency and expertise requirements;

• timeframes;
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• reporting requirements;

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

• available documentation; and

• minimum requirements.

(iii) Reduce portfolio or range complexity:

• Options for rationalisation of the range of Goods/Services
must be considered.

• Implications for users if choice options are reduced must be
considered.

(iv) Identify and mitigate risks:

• All risks to Transnet associated with the demand must be
identified and addressed in the eventual RFX;

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

(v) Establish the evaluation methodology to be employed - See
Chapter 13 on Determining bid Evaluation Criteria.

(vi) Establish evaluation criteria and weightings - See Chapter 13
on Determining Evaluation Criteria. Clear evaluation criteria
must be established, as bids may only be evaluated according
to the criteria stipulated in the bid documents.

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

(viit) Determine who should serve on the evaluation committee -
See Chapter 18 on Evaluation.

(ix) Handover the sourcing event to procurement

7.5. CHECKLIST FOR DEMAND PLANNING & MANAGEMENT

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

TABLE 6

Demand Planning & Management Focus

Is there a business case and approval of the demand?

Has the demand been identified in the annual Procurement Plan?
(The Procurement plan forms the basis of demand management)

Is there a budget allocated for this demand?

Is there an approval as per the associated DoA?

Have the options of fulfilling the demand (such as existing
contracts and critical items) been assessed?

What is the outcome of reviewing the quantity required (i.e. are

Responsible

Business

Business &
Procurement

Business

Business

Business &
Procurement

Procurement
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Demand Planning & Management Focus
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
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?

Have the strategic risks associated with this demand, such as
strategic nature of this demand been identified?

Has internal availability been assessed, i.e.

• Can the needed Goods be re-engineered / reclaimed from
existing assets/Goods?

• Can any OD of Transnet manufacture the required Goods or
provide the required Service?

• Are these Goods currently available in another OD with spare
capacity?

• Is this a stock item?

• Is this item available on a current contract?

Was the CFST properly constituted?

Have the risks associated with the CFST working on this demand,
such as capacity and capability not available within the Transnet
been identified?

Does the CFST represent all the necessary disciplines for
identifying the risks associated with the event?

Did the CFST members sign confidentiality agreements and
declarations of interest?

Did the CFST properly interrogate the specification?

Were all risks identified and included in the RFX?

Has it been considered whether this should be a transversal
event in the interests of Transnet as a whole?

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

Was the appropriate evaluation method chosen?

Were thresholds set for SD and Quality/Functionality?

Were proper evaluation criteria set for:

Responsible

Business &
Procurement

Procurement

Business &
Procurement

Business

Procurement

Business

Business &
Procurement
Business &

Procurement

Business &
Procurement

Business &
Procurement
Business &

Procurement

Procurement

Procurement

Procurement

CFST

CFST

CFST

CFST

CFST

CFST

CFST

Chapter 7: Demand

Ana:;ft 2012

49 of 202

0078-0970-0001-0132

TRANSNET-REF-BUNDLE-04795



485

FOR INTERNAL USE ONLY PROCUREMENT PROCEDURES MANUAL

Demand Planning & Management Focus
• SD

• Functionality

• Preference

• Price / TCO?

Were appropriate weightings allocated to each criterion?

Responsible

CFST

CFST

7.6. SOURCING STRATEGY

Once a CFST has been established, the next step is to determine the sourcing strategy. The
methodology for determining a sourcing strategy is depicted in the figure below. Please refer
to the Strategic Sourcing Standard Operating Procedures (SOP) which provides detailed
guidance on the strategic sourcing process. The SOP can be downloaded from the iSCM
Trans net Intranet.

Methodology for developing a Sourcing Strategy

ESTABLISH
SOURCING

&SDFOCUS
AREAS

ESTABLISH
COMMODITY

CFST's

Current Arrangements
•Spend Analysis
•Scope
•Background & historical
info
•CurrentSuppliers and pert
•Contractual info
•Problems, Issues &
Concerns

Input

Business Needs
•Functionality
•Stakeholders
•Time, Cost Quality
•Health and Safety
•Sustainability
•Risk
•Specific Needs

Test

Strategy Options:
•Make or Buy
-Work Packaging
•Collaboration
•Single orMuIti Source
•Risk allocator!
•Type of contract
•Framework
•Payment Vehicle
•Incentive Mechanism
•Controls
•Contract Duration
•Relationship
•Supplier Development

Market Analysis
•Porters 5 Forces
•Pestle
-Commodity Analysis

•Supply Positioning
•Supplier preferencing
-Market management matrix

•Supply Chain Analysis
•Risk Analysis
-Supplier Analysis

•Financial
•Purchase Price & Cost Analysis
•Total Cost of Ownership

Input t
tutput

SOURCING STRATEGY

TENDER MANAGEMENT
•RFP
•Evaluation
•Negotiate
•Award

CONTRACT MANAGEMENT

Figure [12] - Methodology for developing a sourcing strategy
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CHAPTER 8 : INTERNAL PROCUREMENT/INTERDIVISIONAL SUPPORT POLICY

8.1 INTERDIVISIONAL RELATIONSHIPS

Transnet Entities are required to develop trust and a sound interdivisional working
relationship with one another in the interest of Transnet. To achieve this, such entities must
be afforded the right of first refusal in the procurement of Goods and Services.

8.2 STRATEGIC SPECIALIST UNITS

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

TABLE 7

Division or
Specialist Unit

Transnet Rail Engineering
("TRE", a specialist core
Division)

Transnet Capital Projects
("TCP")

Transnet Fuel Solutions
(TFS, previously known as
HSA)

Transnet Freight Rail
("TFR") School of Rail

Transnet National Ports
Authority fTNPA") School
of Ports

Goods and/or Services Provided

TRE is responsible for:
• heavy engineering including locomotive, wagon and

coach repairs, upgrades and maintenance

• component manufacture, locomotive manufacture
and assembly

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

TCP is responsible for:
• multi-disciplinary design Services

• project management and construction management
Services

Construction projects >R300 million must be carried out by
TCP.
In the case of construction related projects <R300 million,
the following rules apply:

• The project may be carried out by the OD itself if the
OD has the necessary in-house resources; and

• If the OD decides not to run the project itself, TCP
must be given the first right of refusal before the
external market can be approached

TFS is responsible for:

• Transnet-wide 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.
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Division or
Specialist Unit

Transnet Property (TP)

Goods and/or Services Provided

TP is responsible for:
• Property management
• Facilities management
• Property development
• Property valuations
• Property surveying

8.3 ABILITY OF TRANSNET ODS TO PERFORM

Before considering which procurement mechanism would be most appropriate, it is important
that the end-user and procurement department consider whether another Transnet OD is
able to provide the required Goods or Services.

8.4 COMPULSORY UTILISATION OF SPECIALIST UNITS

The Specialist Units mentioned above must be utilised by other Transnet Entities for required
Goods and Services falling within their scope. The external market may not be approached
for Goods and Services falling within the strategic Specialist Units' or Division's core-
competency areas. The only exception to this rule is if the Specialised Unit indicates in
writing that they do not have the ability or capacity to provide the required Goods or
Services.

8.5 INTERDIVISIONAL SUPPORT POLICY

Internal contracts (Memoranda of Understanding) between ODs and Specialist Units are dealt
with in the terms of the Interdivisional Support Policy. Such contracts do not require AC
approval. However, any external contracts which may be required by the internal Specialist
Unit are subject to these procedures and require AC approval.

8.6 MEMORANDA OF UNDERSTANDING

The business relationship between Transnet Divisions and Specialist Units must be governed
by an overarching Memorandum of Understanding (MOU) between the parties. The MOU
must be signed by the CEs of the relevant ODs or Specialist Units and Service Level
Agreements should be signed where appropriate.

8.7 DISPUTES

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

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 5.5.3 of the DoA
Framework.
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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 needs to approve the
transaction.
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CHAPTER 9 : CONTRACT OPTIONS

9.1 CHOICE OF CONTRACT

The selection of the type of contract to be entered into with a supplier is based on various
factors such as the duration of the contract, the type of Goods or Services to be acquired,
the frequency of demand and the availability of the Goods. The following table outlines the
various contract options and provides a guideline as to when those options may best be
utilised.

TABLE 8

Ref

1

2

3

4

Contract
Options

'As and
When"
contracts

Fixed quantity
contracts

Long-term
contracts

Transversal
contracts

Description

Short or medium-term
contracts entered into
for a fixed period
against which ca!l-offs
are made as and when
required by the
customer

Contracts entered into
for once-off purchases

Contracts entered into
for a fixed period
typically for five-Years
or more

A contract that services
more than one internal
consumer (an internal
shared service
arrangement) entered
into for a fixed period.
A transversal contract
may be entered into 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:

Characteristics

• Shorter contract
periods (1-2 Years)

• Estimated quantities
• Specific

period/volume/value
ceiling or a
combination.

• Demand is known
• Once-off purchase
• Once-off or

staggered delivery

• Long term demand
signal

• Emphasis on SD
• Suppliers'

recoupment of
investment is long-
term

• Restricts other
market players for a
period of time

• Emanates from a
formal strategic
sourcing event

• Fixed-contract
period
Optimising
economies of scale
through
consolidation of
demand/purchasing
power

Best Suited For

• Continuous but
irregular demand
for Goods/Services

• Volumes cannot be
accurately
determined upfront

• Demand cannot be
anticipated

• Generally off-the-
shelf items

• Planned
programmes

• Purchase of high
value
Goods/Services

• Goods/Services of
strategic
importance

• Goods with long
lead time
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Ref

5

6

7

8

Contract
Options

Lease/Rental
contracts

Inter-
Divisional
Memoranda of
Understanding
(MOUs)

Income-
generating
(revenue)
contracts

CIDB and
NEC3
Engineering &
Construction
Contracts

Description

• Group-wide
Transversal
contracts

• Transversal
between
ODs/Corporate

• OD-wide
Transversal
contracts

• Regional
Transversal
contracts

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

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

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

Contracts for
construction
procurement

Characteristics

• Specified/unspecified
period

• Agreed Rental

• Option of renewal

• Not a formal
contract

• It governs the
internal relationship
between the ODs

• Listed as a process
excluded from PPM

• Associated
procurement must
follow the PPM

• Refer to the TCP
Construction Manual

Best Suited For

Consolidation of Goods
/ Services used Group
wide

Consolidation of Goods
/ Services used
between ODs

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

• Governing the
performance as
agreed between the
ODs

• As per OD
requirements

• Construction
supply, engineering
& construction and
services contracts

*Any of the above-mentioned contract options can originate from any of the defined procurement
mechanisms and/or special mechanisms for procurement

9.2 CONTRACTS FOR A PERIOD LONGER THAN TWO YEARS

Contracts for a period longer than two Years require prior AC approval. However, if the RFP
provides for a number of bid options including a period of up to two Years and more than
two Years, prior AC approval is not required. (Also see paragraph 21.9). Irrespective of
which of the two options above is followed, the award of the business has to be approved by
the relevant AC in the normal manner.

Chapter 9: Contract Option:
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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. (Also see paragraph 21.7.2)

9.4 CONSOLIDATION OF CONTRACTS

Refer to paragraph 15.5 for the process to be followed when there is an opportunity to
consolidate two or more existing contracts in the best interest of Transnet rather than
engaging the market anew.

9.5 CHOICE OF SALES/PURCHASE TERMS FOR IMPORTED GOODS (INCOTERMS)

The Incoterms rules or International Commercial terms are a series of pre-defined
commercial terms published by the International Chamber of Commerce (ICC) widely used in
international commercial transactions. A series of three-letter trade terms related to common
sales practices, the Incoterms rules are intended primarily to clearly communicate the
responsibilities, costs and risks associated with the transportation and delivery of Goods. The
Incoterms rules are accepted by governments, legal authorities and practitioners worldwide
for the interpretation of most commonly used terms in international trade. They are intended
to reduce or remove uncertainties arising from different interpretation of the rules in different
countries. First published in 1936, the Incoterms rules have been periodically updated, with
the eighth version (Incoterms 2010) having been published and made effective on January 1,
2011. "Incoterms" is a registered trademark of the ICC1.

Refer to Appendix C for a detailed explanation of all Incoterms.

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

10.1 TARGETS

In accordance with its vision of being a significant agent of empowerment within the South
African society, Transnet has adopted the following plan to achieve its B-BBEE targets. These
targets are more ambitious than those prescribed in the DTI Code of Good Practice:

TABLE 9

Sub Element

B-BBEE procurement
spend from all
suppliers based on the
B-BBEE procurement
recognition level as a
percentage of total
measured
procurement spend

B-BBEE procurement
spend from QSEs or
from EMEs based on
the applicable B-BBEE
procurement
recognition levels as a
percentage of total
measured
procurement spend.

B-BBEE procurement
spend from any of the
following suppliers as
a percentage of total
measured
procurement spend:

• Suppliers who are
more than 50%
Black-owned (3 out
of 5 points); and

• Suppliers who are
more than 30%
Black women-
owned (2 out of 5
points)

DTI
Generic
Targets

70%

10%

15%

Base
Line

Tob<

Tobt

Tob

Short-term
Target

2012/2013

completed afl
line

completed aft

line

i completed a
line

Interim
Target

2013/2014

er completior
exercise

er completior

exercise

:er completio
exercise

Long-term
Target

2014/2015

of base

of base

i of base

10.2 MECHANISMS

Transnet's exemption from applying most of the provisions of the PPPFA regulations affords it a
greater degree of flexibility in determining its preferential procurement framework than is
currently allowed for in the PPPFA.

Transnet would like to conduct a holistic assessment of bidders' B-BBEE performance based on
the following:
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• bidders' past B-BBEE performance based on the B-BBEE scorecard;

• the extent to which bidders' present black ownership, black management and

employment equity exceed certain minimum targets set by Transnet. [This is

referred to as Further Recognition Criteria (Current)]; and

• the extent to which bidders undertake to improve or maintain their future B-BBEE

status in excess of certain minimum targets over the contract period. [This is

referred to as Further Recognition Criteria (Future)].

Preference points will be allocated for each of the above categories.

Transnet therefore applies the following additional mechanisms to ensure its B-BBEE targets are
achieved:

10.2.1 Allocating additional points for preference
Transnet has adopted a scoring methodology based on a sliding scale of 20 to 40
points to be allocated to preference depending on the nature of the transaction
involved. The points allocated to preference should be split between the following
categories: B-BBEE scorecard, B-BBEE Further Recognition Criteria (Current)
and/or Further Recognition Criteria (Future). FRC (Current) must be given a
higher weighting than FRC (Future) if both FRC (Current) and (Future) are
included in a particular tender. Should it be decided that only B-BBEE scorecard is
going to be used to evaluate preference, the total points for B-BBEE scorecard
may range from 20 to 40 points. Table 10 below indicates how the point
allocation should take place, depending on the total number of points allocated to
preference2:

Table 10

B-BBEE Scorecard

B-BBEE FRC
(Current)

B-BBEE FRC
(Future)

Total of 20 points
allocated to
preference

10
7

3

Total of 30 points
allocated to
preference

10
15

5

Total of 40
points allocated

to preference

10

20

10

10.2.2 Further Recognition Criteria (Current)

This would entail allocating points to entities based on the extent to which their
current black ownership, management control and employment equity exceeds
stipulated minimum targets.

10.2.3 Further Recognition Criteria (Future)
This would entail allocating further points to Bidders based on the extent to which
they commit to improving their B-BBEE status over the contract period in the
areas of black ownership, management control, employment equity, preferential
procurement and enterprise development.

Note that this table is a guideline. Depending on the nature of the commodity/service being purchased, it must be
determined whether FRC (Current) and/or FRC (Future) are appropriate.
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10.2.4 Minimum B-BBEE threshold
On a case by case basis, Transnet may set minimum B-BBEE thresholds as pre-
qualification criteria in its bidding process in instances where it is considered that
the application of the normal preference point system will not bring about the
required transformation. In order to give effect to the principles of fairness,
competitiveness and cost effectiveness, while at the same time promoting equity,
the threshold should not be set at an unrealistically high level. A thorough market
analysis must be undertaken prior to setting a B-BBEE threshold.

10.2.5 Limiting participation in a bid process to persons previously
disadvantaged by unfair discrimination (set asides)

South Africa's economy still excludes the vast majority of its people from
ownership of productive assets and the possession of advanced skills. Unless
further steps are taken to increase the effective participation of the majority of
South Africans in the economy, the stability and prosperity of the economy in the
future may be undermined to the detriment of all South Africans, irrespective of
race. The introduction of "set asides" is required in sectors that have been
historically lagging behind in terms of transformation. On a case by case basis,
Transnet may decide to limit (set aside) participation in a bid process to persons
previously disadvantaged by unfair discrimination e.g. black owned companies,
black women owned companies, exempted micro enterprises, persons with
disabilities, persons in rural areas, etc. Set asides will be considered where there
is evidence that applying only a preference point system will not achieve desired
transformation objectives. The application of set asides must also be conducted in
a manner that does not materially undermine the constitutional principles of
fairness, competitiveness and cost effectiveness.

Set asides must be approached with great circumspection, as it has the potential
to create unfairness if dealt with incorrectly. Set asides must therefore be based
on a proper market analysis and rationale to justify the use of this mechanism in
a particular instance. The following guidelines are provided for the use of set
asides:

• identify the specific contract or commodity where a set aside will apply;
• give an indication of the number of black owned and/or black women

owned companies which operate within the sector;
• give an indication of the percentage of Transnet's procurement spend on

black owned and black women owned companies operating in the sector
over the previous 3 to 5 Years;

• identify the obstacles to success i.e. why are black owned and black
women owned companies not achieving success when bidding for
Transnet contracts e.g. pricing, quantity, etc.

• explain why an increased weighting for black ownership is unlikely to
achieve the desired result and why a set-aside is the only solution;

• explain that the percentage spend in relation to the contract/sector
targeted for the set aside is relatively small when compared with
Transnet's overall spend;

• demonstrate that the set aside will not operate in an overly harsh manner
in relation to entities that are not black owned or black women owned;

• explain that the use of set asides will not be a permanent feature in
relation to the procurement of the relevant commodity, but will be used
on a case by case basis to increase Transnet's procurement spend on
black owned and black women owned companies;
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demonstrate that the principles of competitiveness and cost effectiveness
are not materially undermined.

10.3 MEASUREMENT OF B-BBEE STATUS

10.3.1 Measurement as per scorecard
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. As a general rule,
Transnet will award between 10 and 40 points to a Bidder on the basis of the B-
BBEE Verification Certificate3. The remaining points will be allocated to FRC
(Current) and FRC (Future) (see Table 10 above for an indication as to how the
available points for preference will be divided between the scorecard, FRC
(Current) and FRC (Future). Transnet requires prospective Bidders to have
themselves verified by any verification agency accredited by the South African
National Accreditation System ("SANAS") or Registered Auditors approved by the
Independent Regulatory Board of Auditors ("IRBA") in accordance with the
approval granted by the Department of Trade and Industry. Verification
certificates are only valid for one Year from the date of issue. Enterprises will be
rated by such agencies based on the following:

TABLE 11

Type of
Enterprise

Large

Qualifying Small
Enterprise (QSE)

Exempted Micro
Enterprise (EME)

Annual Turnover

In excess of R35
million

Between R5 million
and R35 million

R5 million or less

Number of Elements Scored on the
B-BBEE Generic Scorecard

All 7 elements

Any 4 elements (equal weighting of
25% each)

Deemed to be 100% compliant.
Automatic Level 4 rating irrespective of
race of ownership

10.3.2

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 either S0% Black owned or 50% Black
women 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 19S4, or
a certificate issued by a Verification Agency accredited by SANAS.

In addition to the above, Bidders who wish to enter into a Joint Venture or sub-
contract portions of the contract to B-BBEE companies, must state in their bids
the percentage of the total contract value that will be allocated to such B-BBEE
companies should they be successful in being awarded any business. A rating

3 This will depend on whether FRC (Current) and FRC (Future) will also be evaluated as part of Preference. Should it be
decided that only B-BBEE scorecard is going to be used to evaluate preference, the total points for B-BBEE scorecard
may range from 20 to 40 points.

Ch?;'tt-r 10: Pr-:cr:-r£-nt.^l
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certificate in respect of such B-BBEE JV-partners and / or sub-contractor/s, as
well as a breakdown of the distribution of the aforementioned percentage must
also be furnished.

10.3.3 Transnet has adopted a scoring methodology based on a maximum 20 to 40
points to be allocated to preference of which a maximum of 10 points will be
allocated to a Bidder based on its B-BBEE scorecard.

10.3.4 Based on the overall performance of a supplier using the Generic Scorecard, it
receives one of the following B-BBEE statuses and a point out of 10 is awarded
based on Figure [13] below:

Ten

BEEStatu, « « . " « — " »£££
on scorecard

Level One Contributor

Level Two Contributor

Level Three
Contributor

Level Four Contributor

Level Five Contributor

Level Six Contributor

Level Seven
Contributor

Level Eight
Contributor

>100 points on the Generic: Scorecard

>85 but <100 points on the Generic
Scorecard

>75 but <85 on the Generic Scorecard

>65 but <75 on the Generic Scorecard

>55 but <65 on the Generic Scorecard

>45 but <55 on the Generic Scorecard

>40 but <45 on the Generic Scorecard

>30 but <40 on the Generic Scorecard

135%

125%

110%

100%

80%

60%

50%

10%

10

9

8

6

4

3

2

1

Non-Compliant < 3 Q ^ ft ri scorecard
Contributor

Figure [13] - B-BBEE Scorecard

10.3.5 B-BBEE points must be claimed by Bidders utilising the B-BBEE Preference Points
Claim Form. This Claim Form must be listed as a returnable document and is
annexed as Appendix D.

10.3.6 Measurement based on Further Recognition Criteria (FRC) (Current)
Points will be allocated in respect of preference to measure the Respondent's
CURRENT B-BBEE status at the time of submission of their bid. These points are
allocated based on the extent to which the Respondent's current ownership,
management control and employment equity meets or exceeds certain minimum
targets. Please note that a Respondent's ownership, management control and
employment equity at the time of the submission of the bid, may differ from that
which is reflected in the B-BBEE scorecard. When claiming points for FRC
(Current) the bidder must reflect his B-BBEE status at the time of submitting the
bid. Supporting documentation may be requested in this regard. Please see Table
12 below - a guideline on evaluating FRC (Current).

TABLE 12

Indicator
A.

Required Responses Compliance Target Score out of 10
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Indicator

1. The percentage of the
business owned by
Black1 persons.

2. The percentage of the
business owned by
Black Women.

3. The percentage of
the business owned
by black youth.

4. The percentage of
the business owned
by black youth and/or
black Persons living
with Disabilities

5. The percentage of the
business owned by
Employment
Schemes/Co-
operatives.

B. Board Participation

1. The percentage of
Black Board members
in relation to the total
number of Board
members.

Required Responses

Indicate ownership in the hands of
Black persons as a percentage of
total ownership of the organisation.

Indicate ownership in the hands of
Black women as a percentage of
total ownership of the organisation.

Indicate ownership in the hands of
Persons living with Disabilities as a
percentage of total ownership of
the organisation.

Indicate ownership in the hands of
Persons living with Disabilities as a
percentage of total ownership of
the organisation.

Indicate ownership in the hands of
Employment Schemes/Co-
Operatives as a percentage of total
ownership of the organisation.

BP):

Indicate the number of black Board
members as a percentage of the
total Board.

Compliance Target

Points will be
allocated for any

percentages "•25°/:
to 100%, on a sliding

scale

Points will be
allocated for any

percentages >10%
to 100%, on a sliding

scale

Points will be
allocated for any

percentages >5% to
100%, on a sliding

scale

Points will be
allocated for any

percentages >3%to
100%, on a sliding

scale

Points will be
allocated for any

percentages >5%to
100%, on a sliding

scale

Points will be
allocated for any

percentages >50%
to 100%, on a sliding

scale

Score out of 10

26 - 30% = 1
31 - 40% = 2
•41 - 5 0 % - 3

51 - 60% = 5
61 -70% = 6
71 - 74% = 7

75 - 100% =10
10 - 20% = 1
21 - 30% = 2
31 -40% = 4
41 - 50% = 5
51 - 60% = 6
61 - 70% = 7
71 - 75% = 8

76 - 100% = 10
6 - 20% = 1
21 - 30% = 2
31 - 40% = 3
41 - 50% = 4
51 - 60% = 5
61 - 70% = 6
71 - 80% = 7
81 - 90% = 8
91-95% - 9

9 6 - 100% = 10
3-5% = 1

5.1-7% = 2
7.1-10% = 3
11-20% = 4
21-30% =5
31-40% = 6
41-50% = 7
51-60% = 8
61-70% = 9

71-100% = 10
6 - 10% = 1
11 -20% = 2
21 - 30% = 3
31 -40% = 4
41 -50% = 5
51 -60% - 6
61 - 70% = 7
71 - 80% = 8

80 - 100% = 10

51-55% = 1
56-60% = 2
61-65% = 3
66-70% = 4
71-75% = 5
76-80% = 6
81-85% = 7
86-90% = 8
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2.

C.

1.

2.

3.

D

1

Indicator

The percentage of
Black Female Board
members in relation
to the total number of
Board members.

Management (MC):

The percentage of
Black Senior Top
Management involved
in day to day
management of the
organisation, in
relation to the total
Top Management
cadre.

The percentage of
Black Middle
Management involved
in day to day
management of the
organisation, in
relation to the total
Middle Management
cadre.

The percentage of
Black Junior
Management involved
in day to day
management of the
organisation, in
relation to the total
Junior Management
cadre.

, Employment Equity

The percentage of
Black employees as a
percentage of the
total workforce i.e. of
all employees in the
organisation.

Required Responses

Indicate the number of black female
Board members as a percentage of
the total Board.

Provide the percentage of Blacks
that are appointed by the Board
and operationally involved in the
day to day Top management of
the business, with individual
responsibility for overall and/or
financial management of the
business and actively involved in
the development and
implementation of overall strategy
of the organisation.
Provide the percentage of Blacks
appointed by the organisation in the
middle management cadre and
operationally involved in the day to
day management of the business,
with individual responsibility for a
particular area within the business
and actively involved in the day to
day management of the
organisation.
Provide the percentage of Blacks
appointed by the organisation in the
junior management cadre and
operationally involved in the day to
day running of the business, with
individual responsibility for a
particular area within the business
and actively involved in a
supervisory role with regard to the
day to day management of the
organisation.

[EE):

Indicate the number of Black
employees as a percentage of the
organisation's total workforce.

Compliance Target

Points will be
allocated for any

percentages >50%
to 100%, on a sliding

scale

Points will be
allocated for any

percentages >40%
to 100%, on a sliding

scale

Points will be
allocated for any

percentages >63%
to 100%, on a sliding

scale

Points will be
allocated for any

percentages >68%
to 100%, on a sliding

scale

Points will be
allocated for any

percentages >65%
to 100%, on a sliding

scale

Score out ol

91-95% =
96-100% =

51-55% =
56-60% =
61-65% -
66-70% =
71-75% =
76-80% =
81-85% =
86-90% =
91-95% -

96-100% =

41-45% =
46-50% -
51-55% =
56-60% =
61-65% =
66-70% =
71-75% =
76-80% =
81-85% -

86-100% =

64-67% =
68-71% =
72-75% =
76-79% =
80-83% =
84-87% =
88-91% =
92-95% =

96-100% -

69-71% -
72-74% =
75-77% =
78-80% -
81-83% =
84-86% =
87-89% =
90-92% ~
93-95% =

96-100% -

66-68% =
69-71% -
72-74% =
75-77% =
78-80% =
81-83% =

10

9
10

1
2
3
4
5
6
7
8
9
10

1
2
3
4
5
6
7
8
9
10

1
2
3
4
5
6
7
8
10

1
2
3
4
5
6
7
8
9
10

1
2
3
4
5
6
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Indicator

2. The percentage of
Black women
employees as a
percentage of the
total workforce.

3. The percentage of
Black youth and/or
Black disabled
employees in relation
to the total number of
employees in the
organisation.

Required Responses

Indicate the number of Black
women employees as a percentage
of the organisation's total
workforce.

Indicate the percentage of Black
disabled employees in relation to
the total of all employees in the
organisation.

Compliance Target

Points will be
allocated for any

percentages >40%
to 100%, on a sliding

scale

Points will be
allocated for any

percentages >2% to
10%, on a sliding

scale

Score out of 10

84-86% = 7
87-89% = 8
90-92% = 9

93-100% = 10

41-45% = 1
46-50% = 2
51-55% = 3
56-60% = 4
61-65% = 5
66-70% = 6
71-75% = 7
76-80% = 8
81-85% = 9

86-100% = 10
3% = 1
4% = 2
5% = 3
6%.= 4
7% = 5
8% = 6
9% = 7
10% = 8

11-12% = 9
13- 15% = 10

Once all FRC (Current) evaluation criteria have been scored, the scores must be reduced to the weighting
allocated to FRC (Current).
For example, assume a weighting of 10 points has been allocated to FRC (Current). A particular Bidder
scored 100 for FRC (Current) out of 130 points (as there are 13 criteria for FRC (Current) scored out of
10). The Bidder's score must be divided by 130 and multiplied by the weighting of 10 in order to obtain the
weighted score for FRC (Current) i.e. — x 10 = 7.7

10.3.7 Measurement based on Further Recognition Criteria (FRC Future)
In addition to points allocated on the basis of the scorecard and FRC (Current),
further points may also be allocated in respect of FRC (Future). Bidders may earn
points for FRC based on the extent to which they commit to improving their B-
BBEE status over the contract period. Points are allocated on an ascending scale
calculated on the extent to which Bidders propose to maintain, meet or exceed
Transnet's compliance targets. The contract with the Successful Bidder must
contain a penalty clause which stipulates the penalties that will be imposed by
Transnet, should the Bidder fail to meet the preference targets in the contract.
Furthermore, failure to achieve FRC Future targets will result in breach of contract
and provide Transnet with cause to terminate/cancel the contract. Milestones in
terms of achievement of FRC (Future) targets per year must be stipulated in
suppliers' contracts so that penalty/breach of contract clauses may be invoked if
required. PI ease see Table 13 below - a guideline on evaluating FRC (Future).
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TABLE 13

business owned by Black
persons.

2. The percentage of the
business owned by Black
women.

3. The percentage of the
business owned by Black
youth

4. The percentage of the
business owned by Black
Persons living with
Disabilities

5. The percentage of the
business owned by
Employment Schemes/Co-
Operatives.

srovide a commitment based on
the extent to which ownership in
the hands of Black persons as a
percentage of total ownership of
the organisation will (a) be
ncreased; or (b) be maintained in
excess of the compliance target
over the contract period.

Provide a commitment based on
the extent to which ownership in
the hands of Black women as a
percentage of total ownership of
the organisation will (a) be
increased; or

(b) be maintained in excess of the
compliance target over the
contract period.

Provide a commitment based on
the extent to which ownership in
the hands of black youth as a
percentage of total ownership of
the organisation will (a) be
increased; or (b) be maintained in
excess of the compliance target
over the contract period.

Provide a commitment based on
the extent to which ownership in
the hands of persons living with
disabilities as a percentage of tota!
ownership of the organisation will
(a) be increased; or (b) be
maintained in excess of the
compliance target over the
contract period.

Provide a commitment based on
the extent to which ownership in
the hands of Employment
Schemes/Co-Operatives as a
percentage of total ownership of
the organisation will (a) be
increased; or (b) be maintained in
excess of the compliance target
over the contract period.

Score will be allocated
for any percentages
>50% to 100%, on a

sliding scale

Score will be allocated
for any percentages
>30%to 100%, on a

sliding scale

Points will be allocated
for any percentages
>5 to 100%, on a

sliding scale

Points will be allocated
for any percentage

above 3%to 100% on
a sliding scale

Points will be allocated
for any percentages
>10%to 100%, on a

sliding scale

B. Board Participation (BP):

51-55% - 1
56-60% = 2
61-65% = 3
66-70% = 4
71-75% = 5
76-80% = 6
81-85% = 7
86-90% = 8
91-95% = 9

96-100% = 10
31-35% = 1
36-40% = 2
41-45% = 3
46-50% = 4

51-55% = 5
56-60% = 6
61-65% = 7
66-70% = 8
71-75% = 9

76-100% = 10
1 = 6 -20%
2 = 21-30%
3 = 31-40%
4 = 41-50%
5 = 51-60%
6 = 61-70%
7 = 71-80%
8 = 81-90%
9 = 91-95%

10 = 96-100%
3-5% = 1

5.1-7% = 2
7.1-10% = 3
11-20% = 4
21-30% =5
31-40% = 6
41-50% = 7
51-60% = 8
61-70% = 9

71-100% = 10
11-20% = 1
21-30% = 2
31-40% = 3
41-50% = 4
51-60% = 5
61-70% = 6
71-80% = 7
81-90% = 8

9 1 - 100% = 10
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Indicator
1. The percentage of Black

Board members in relation
to the total number of
Board members.

2. The percentage of Black
Female Board members in
relation to the total
number of Board
members.

Required Responses

Provide a commitment based on
the extent to which the number of
black Board members as a
percentage of the total Board will
(a) be increased; or (b) be
maintained

in excess of the compliance target
over the contract period.

Provide a commitment based on
the extent to which the number of
Black Female Board members as a
percentage of the total Board will
(a) be increased; or (b) be
maintained

in excess of the compliance target
over the contract period.

Compliance Target

Score will be allocated
for any percentages
>50%to 100%, on a

sliding scale

Points wilt be allocated
for any percentages
>50%to 100%, on a

sliding scale

C. Management (MC):
l.The percentage of Black

Senior Top Management
involved in day to day
management of the
organisation, in relation to
the total Top Management
cadre.

2.The percentage of Black
Middle Management
involved in day to day
management of the
organisation, in relation to
the total Middle
Management cadre.

Provide a commitment based on
the extent to which the
percentage of Blacks appointed by
the Board and operationally
involved in the day to day Top
management of the business,
with individual responsibility for
overall and/or financial
management of the business and
actively involved in the
development and implementation
of overall strategy will (a) be
increased; or (b) be maintained in
excess of the compliance target
over the contract period.

Provide a commitment based on
the extent to which the
percentage of Blacks appointed by
the organisation in the middle
management cadre and
operationally involved in the day
to day management of the
business, with individual
responsibility for a particular area
within the business and actively
involved in the day to day
management of the organisation
will

(a) be increased; or (b) be
maintained in excess of the
compliance target over the

Score will be allocated
for any percentages
>40% to 100%, on a

sliding scale

Score will be allocated
for any percentages
>63%to 100%, on a

sliding scale

Score out of 10

51-55% = 1
56-60% = 2
61-65% = 3
66-70% = 4
71-75% = 5
76-80% = 6
81-85% = 7
oe_Qno/_ — Q
oo yu /o — o

91-95% = 9
96-100% = 10
51-55% = 1
56-60% = 2
61-65% = 3
66-70% = 4
71-75% = 5
76-80% = 6
81-85% = 7
oc_ on o/, — o
oo yu /o — o
91-95% = 9

96-100% = 10

41-45% = 1
46-50% = 2
51-55% = 3
56-60% = 4
61-65% = 5
66-70% = 6
71-75% = 7
76-80% = 8
81-85% = 9

86-100% = 10

64-67% = 1
68-71% = 2
72-75% = 3
76-79% = 4
80-83% = 5
84-87% = 6
88-91% = 7
92-95% = 8

96-100% = 10

u'.r-ist 2 0 1 2
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Indicator Required Responses Compliance Target Score out of 10

contract period.
3.The percentage of Black

3uniof Management
involved in day to day
management of the
organisation, in relation to
the total Junior
Management cadre.

Provide a commitment based on
the extent to which the
percentage of Blacks appointed by
the organisation in the junior
management cadre and
operationally involved in the day
to day running of the business,
with individual responsibility for a
particular area within the business
and actively involved in a
supervisory role with regard to the
day to day management of the
organisation will (a) be increased;
or (b) be maintained in excess of
the compliance target over the
contract period.

Score will be allocated
for any perrentiigec

>68% to 100%, on a
sliding scale

69-71% = 1
H-11% = 2

75-77% = 3
78-80% = 4
81-83% = 5
84-86% = 6
87-89% = 7
90-92% = 8
93-95% = 9

96-100% = 10

D. Employment Equity (EE):

1. The percentage of Black
employees as a
percentage of the total
workforce i.e. of all
employees in the
organisation.

Provide a commitment based on
the extent to which the number of
Black employees as a percentage
of the organisation's total
workforce will (a) be increased; or
(b) be maintained in excess of the
compliance target over the
contract period.

Score will be allocated
for any percentages
>65%to 100%, on a

sliding scale

66-68% = 1
69-71% = 2
72-74% = 3
75-77% = 4
78-80% = 5
81-83% = 6
84-86% = 7
87-89% = 8
90-92% = 9

93-100% = 10
2. The percentage of Black

women employees as a
percentage of the total
workforce.

Provide a commitment based on
the extent to which the number of
Black women employees as a
percentage of the organisation's
total workforce will (a) be
increased; or (b) be maintained in
excess of the compliance target
over the contract period.

Score will be allocated
for any percentages
>40% to 100%, on a
sliding scale

41-45% = 1
46-50% = 2
51-55% = 3
56-60% = 4
61-65% = 5
66-70% = 6
71-75% = 7
76-80% = 8
81-85% = 9

86-100% = 10
3. The percentage of Black

youth and/or Black
disabled employees in
relation to the total
number of employees in
the organisation.

Provide a commitment based on
the extent to which the
percentage of Black disabled
employees in relation to the total
of all employees in the
organisation will (a) be increased;
or (b) be maintained in excess of
the compliance target over the
contract period.

Score will be allocated
for any percentages
>2% to 10%, on a
sliding scale

3% = 1
4% = 2
5% = 3
6% = 4
7% = 5
8% = 6
9% = 7
10% = 8

11 - 12% = 9
13 - 15% = 10

E. Preferential Procurement (PP):
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Indicator Required Responses Compliance Target Score out of 10

B-BBEE procurement
spend from all suppliers
based on the B-BBEE
procurement recognition
level as a percentage of
total measured
procurement spend

Provide a commitment based on
the extent to which B-BBEE spend

ll (a) be increased; or (L) be
maintained in excess of the
compliance target over the
contract period.

Score will be
allocated for any
percentages >50%
to 100%, on a sliding
scale

51-55% = 1
56-60% = 2
61-65% = 3
66-70% = 4
71-75% = 5
76-80% = 6
81-85% = 7
86-90% = 8
91-95% = 9

96-100% = 10

2. B-BBEE procurement
spend from QSEs based
on the applicable B-BBEE
procurement recognition
levels as a percentage of
total measured
procurement spend.

Provide a commitment based on
the extent to which B-BBEE spend
from QSEs will (a) be increased;
or (b) be maintained in excess of
the compliance target over the
contract period.

Score will be
allocated for any
percentages >10%
to 100%, on a sliding
scale

11-20% = 1
21-30% = 2
31-40% = 3
41-50% = 4
51-60% = 5
61-70% = 6
71-80% = 7
81-90% = 8
91-95% = 9

96-100% = 10

3. B-BBEE procurement
spend from EMEs based
on the applicable B-BBEE
procurement recognition
levels as a percentage of
total measured
procurement spend.

Provide a commitment based on
the extent to which B-BBEE spend
from EMEs will (a) be increased;
or (b) be maintained in excess of
the compliance target over the
contract period.

Score will be
allocated for any
percentages >10%
to 100%, on a sliding
scale

11-20% = 1
21-30% = 2
31-40% = 3
41-50% = 4
51-60% = 5
61-70% = 6
71-80% = 7
81-90% = 8
91-95% = 9

96-100% = 10

4. B-BBEE procurement
spend from any of the
following suppliers as a
percentage of total
measured procurement
spend:

• Suppliers who are
more than 50%
Black-owned

• Suppliers who are
more than 30% Black
women-owned

Provide a commitment based on
the extent to which spend from
suppliers who are more than 50%
Black owned or 30% Black women
owned will (a) be increased; or (b)
be maintained in excess of the
compliance target over the
contract period.

Score will be
allocated for any
percentages >15%
to 100%, on a sliding
scale

16-20% = 1
21-30% = 2
31-40% =: 3
41-50% = 4
51-60% = 5
61-70% = 6
71-80% = 7
81-90% = 8
91-95% = 9

96-100% = 10

F. Enterprise Development (ED) :

1. The organisation's annual
spend on Enterprise
Development as a
percentage of Net Profit
after Tax (NPAT)

ide a commitment based on the
extent to which your
organisation's annual spend on
Enterprise Development initiatives
as a percentage of its Net Profit
after Tax will (a) be increased; or
(b) be maintained in excess of the
compliance target over the
contract period.

Scores will be
allocated for any
percentages > 1 % of
NPAT, on a sliding
scale

OR

based on the actual
Rand-value spent on
ED

% = 0
1%-1.4% = 1
1.5-2.9% = 2
3%-4.9% = 3
5%-10% =4

= 10
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Once all FRC (Future) evaluation criteria have been scored, the scores must be reduced to the weighting allocated
to FRC (Future).
For example, assume a weighting of 15 points has been allocated to FRC (Future). A particular Bidder scored 100
for FRC (Future) out of 180 points (as there are 18 criteria for FRC (Future) scored out of 10). The Bidder's score
must be divided by 180 and multiplied by the weighting of 15 in order to obtain the weighted score for FRC
(Future) i.e. ^ x 15 = 8.33
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CHAPTER 11 : LOCAL CONTENT

11.1 Increased Local Production and Content ("LC") forms an integral component of Transnet's Supply Chain
SUdtcgy. Tiiib i i dhyned lu GKjvenimenl'i. vibion ds articulated in iPAH i arid the Hk>V as well as
Transnet's Supply Chain Policy. Transnet Entities are therefore required to actively promote local content
and production in their bidding processes.

11.2 Designated sectors

11.2.1 The PPPFA Regulations, 2011 which came into effect on 7 December 2011,
prescribe how Local Production and Content is to be measured in public sector
Bids. In accordance with Regulation 9(1), when issuing bids involving "designated
sectors" Transnet must advertise such bids with a specific Bid condition that only
locally produced goods, services or works which meet a stipulated minimum
threshold for Local Production and Content will be considered.

11.2.2 Designated sectors are those sectors which have been designated by the
Department of Trade and Industry ("DTI") for Local Production and Content. The
following table indicates the designated sectors and minimum threshold for local
content as determined by the Department of Trade and Industry and National
Treasury:

TABLE 14

Designated sector Prescribed minimum %
for local content

Textile, clothing, leather and footwear 100%

Power Pylons (not including Steel) 100%

Rolling Stock 65%

Canned/processed vegetables 80%

Buses (bus body) 80%

11.2.3 Please note that the above reflects only the first wave of designated sectors as at
the date of issue of this PPM. Future changes to the list of designated sectors
and/or the applicable thresholds will be communicated as they are issued by
National Treasury.

11.3 Non designated sectors
11.3.1 When issuing bids in sectors that have not been specifically designated for Local

Production and Content f'non designated sectors"), Transnet will actively promote
Local Production and Content where possible. Therefore, before approaching the
market, Transnet Entities are required to conduct proper market analysis to
determine on a case by case basis whether opportunities for Local Production and
Content exist. Where opportunities do exist, this must be reflected in the

Chaptei 11: Local Content Page 70 of 202

August 2012

0078-0970-0001-0153

TRANSNET-REF-BUNDLE-04816



506

FOR INTERNAL USE ONLY PROCUREMENT PROCEDURES MANUAL

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 will be disqualified from the bidding process.

11.3.2 In this regard Transnet must consciously look for ways to incorporate local
content in its tenders, where appropriate, particularly where the tender falls
within one of the sectors clusters identified in IPAP I I . These sector clusters are
as follows in terms of the IPAP 2012/2013 - 2014/2015:

a) Cluster 1 Qualitatively New Areas of Focus
Metal fabrication, capital and transport equipment sectors;

Oil and gas sectors;
'Green' and energy saving industries;
Agro-processing linked to food pricing and security; and

Boatbuilding.
b) Cluster 2 Scaled up and Broadened Interventions in Existing IPAP

Sectors
Automotive products and components;
Plastics, Pharmaceuticals and chemicals;
Biofuels;
Forestry, paper, pulp and furniture;
Strengthening of links between cultural industries and tourism; and
Business processing.

c) Cluster 3 Sectors with Potential for Long Term Advanced Capabilities
Nuclear;
Advanced Materials; and

• Aerospace.

11.4 Definition of LC
11.4.1 Local Content is defined as that portion of the Bid price which is not included in

the Imported Content, provided that local manufacture actually does take place.
Local Production and Content is therefore determined as a percentage of the Bid
price. For example, if the stipulated minimum threshold for Local Production and
Content is 60%, this means that 60% of the Bid price must be spent on Local
Production and Content (i.e. everything that is not included in Imported Content.)
"Imported Content" is given a very specific meaning in the regulations. It means
" that portion of the tender price represented by the cost of components, parts or
materials which have been or are still to be imported (whether by the supplier or
its subcontractors) and which costs are inclusive of costs abroad, plus freight and
other direct importation costs, such as landing costs, dock dues, import duty,
sales duty or other similar tax or duty at the South African port of entry."

11.5 Evaluation of LC
11,5.1 The calculation of LC can therefore be expressed in the following simple formula:

Bid price-value of Imported Content (cost of components, parts & materials)

= value of Local Production & Content

Chapter 11; Local Content Page 71 of
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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:

Where

x imported content

y bid price excluding VAT

Prices referred to in the determination of x must be converted to Rand (ZAR) by using
the exchange rate published by the South African Reserve Bank at 12:00 on the date,
one week (7 calendar days) prior to the closing date of the Bid.

11.6 DTI and National Treasury are in the process of issuing directives and guidelines to ensure
compliance with the regulations. These directives and guidelines will be provided to Transnet
Entities as soon as they have been issued by DTI and NT.

11.7 It is important to note that LC does not form part of SD evaluation and must be evaluated as
the first threshold in the evaluation process. The evaluation of LC must not overlap or be
duplicated in the evaluation of "local capability and capacity building" which forms part of the
SD evaluation. LC is purely concerned with the percentage of the bid price that will be spent
locally. "Local capability and capacity building" on the other hand also takes non monetary
measurements into account, such as the number of local suppliers to be utilised, etc.

11.8 It is a requirement of National Treasury that the Declaration Certificate for Local Content (SBD
6.2) form part of the RFP, whenever a minimum threshold for LC is required. In such
instances, SBD 6.2 must be listed as a compulsory returnable document. SBD 6.2 has been
annexed as Appendix E.

11.9 Note: LC will always be the first threshold - i.e. LC will always be evaluated as a first step, to
determine whether bids comply with the minimum stipulated threshold for that particular
designated sector or non designated sector where Transnet intends to set a minimum
threshold for LC. Bidders that do not meet the set minimum threshold for LC must be rejected
at this stage.
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CHAPTER 12 : DETERMINING SD APPROACH AND DESIRED SD OUTCOMES

SD (including CSDP and/or B-BBEE) sliuuld form an inteyidl parL of Llie procurement strategy in every
procurement transaction. The nature and extent of the SD opportunities will depend on the nature of
the transaction.

Increased Competitiveness, Capability and Capacity (IC3) matrix:

Transnet's SD approach is to leverage the MDS
infrastructure programme to foster economic growth
and promote transformation

SD objectives

• Address economic disparities
and entrenched social
inequalities through the use of:

- FRC(Current and Future)
- Generic B-BBEE scorecard

• Ownership
• Preferential

Procurement
• Management control
• Employment equity
• Enterprise development
• Socio economic

development
• Skillsdeveiopment

- Minimum B-BBEE
thresholds

- Set asides
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Figure [14] - SD Approach

SD objectives

• Achieving SD objectives
through leveraging high-value
procurement by including;
- Industrialisation
- Local capability & capacity

building
- Promoting technology

transfer
- Job creation and

preservation
- Developing industry-

specific skills
- Small business promotion
- Rural integration

The Figure referred to above, categorises SD opportunities based on their value, extent of industrial
leverage and strategic importance to Transnet.

12.1 SD CATEGORIES

All transactions involving SD should be evaluated against the IC3 Supplier Development Matrix.
The IC3 Supplier Development Classification Matrix assists in categorising opportunities according
to their industrial leverage, value leverage and strategic importance to Transnet. Once
opportunities are identified it will be possible to identify the tools that should be implemented to
maximise the full SD potential from these opportunities.

The categories of SD identified in the Matrix are as follows:
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12.1.1 Programmatic

Programmatic 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 II or through Transnet as a strategic fleet. Collaboration
between the SOC and Government is achieved through focused task teams
whereby infra structural development and industrialisation are attained through
joint support and in some cases public spending.

Investment is focused in plant, technology and skills in both intermediate and
advanced capabilities to develop competitive advantage. An example is the
Transnet locomotives fleet.

12.1.2 Strategic

Strategic initiatives follow a 3 to 5 Year planning horizon, involving investment in
technology and/or skills in intermediate capabilities to achieve local capability and
capacity building. This ensures that multinational corporations, original equipment
manufacturers (OEMs) and service providers develop a certain percentage of their
Goods locally. Strategic initiatives can therefore be used to achieve local
capability and capacity building objectives by increasing the competitiveness,
capability and efficiency of local suppliers. Strategic initiatives can sometimes
focus on advanced capabilities but will in most cases require government support
to develop local capability.

12.1.3 Focused

Focused initiatives include all medium to high value transactions with limited
industrial leverage and medium to low strategic importance. These initiatives
address short to medium term contracts that can be leveraged to encourage
supplier and product development. The focus on investment in technology or
skills enhances existing local industrial capability and/or the ability to supply
strategic Services. Emphasis will largely be placed on benefiting previously
disadvantaged individuals. The overall result improves the socio-economic
environment by creating competitive local suppliers. It furthers the objectives of
empowerment, transformation, regional development and rural upliftment.

12.1.4 Small Enterprise Development

Small Enterprise Development transactions are typically of low value and have no
industrial leverage as it is characterised by low complexity Goods and high
competition. These initiatives concentrate on increasing the capability of small
local suppliers and are targeted toward previously disadvantaged individuals and
communities, providing basic skills development and improving local employment
and quality job creation. It includes a wide range of financial and non-financial
Services that help entrepreneurs to start new businesses and to grow existing
ones.

12.2 CATEGORISATION OF TRANSACTIONS INTO THE RIGHT SD QUANDRANT

Transnet has designed a focused four-step process for identifying high value generating SD
opportunities (see Figure [15] below). The process takes Transnet's CAPEX and OPEX spend
and then filters specific commodities by value to identify significant spend items. Significant
spend items are likely to have the most leverage for SD opportunities. The industrial leverage
analysis provides a view on the risk and the complexity of the commodity to understand the
risk to the supplier and to Transnet. The process needs to be conducted in its entirety in
order to determine the true nature of the opportunity as there are various elements which
impact on the categorisation of opportunities. Each transaction must be analysed on a "case
by case" basis, taking cognisance of the nature and complexity that is involved in that
particular SD activity.
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1. TransnetSpend
Analysis

5 y*ar Group CafMX spend ISm\

5 year Group Opex Spend * . * - ,

2. Value Analysis

Value Matrix [\

3. Industrial Leverage

Complexity
Matrix

4.Opportunity
Prioritise tton

Likelihood

Supplier
Intelligence

Value Leverage

legend
D D.-«a [Core Suppty Churs)

• Commune,

1. Transnet Spend
Analysis

A spend analysis of the
Transnet Capex and
Opex spend value and
associated spend
timeline is conducted.

. *

2. Value Analysts

Through the spend
analysis,
commodities will be
plotted based on
their respective
cost values, onto
the value/Industrial
leverage quadrants
informed by the
Supplier Market
Intelligence Matrix,
as this will provide
guidance on how
each spend
category will be
treated and what
policy environment
will be applicable.

-

3. Industrial Leverage

Industrial leverage is
comprised of:
• Industrial Complexity.
• Commercial and
technical risks.

•Supplier Intelligence.
•The number of units

purchased and the
duration of
procurement?

Based on this analysis
opportunities are
further positioned on
the framework.

4. Opportunity
Priori tisatkm

This anaf/sis further
classifies the
opportunties into
direct, indirect and
community
categones to ensure
appropriate
prioritisaljon is given
toward the category
and to further ensure
focus

Pnorities are then
articulated in the SDP
and detailed action
plans are developed
to ensure value
capture.

Figure [15] - 4 Step Process

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

12.3 SUPPLIER DEVELOPMENT (SD) EVALUATION CRITERIA

If a specific commodity has been earmarked as a SD commodity, SD should be included in the
evaluation criteria. A rigid "one size fits all" approach cannot be implemented as each
procurement transaction will need to be evaluated on its own merits based on the nature of
the transaction with specific focus areas. The assistance and guidance of the SD COE must
always be sought when developing SD criteria.

Depending on the supplier market and what is feasible and achievable on a specific bid, SD
criteria will differ on a case by case basis. For example, in one case local manufacture, local
assembly, industrialisation may be feasible, whilst in another the focus may fall on skills
transfer, job creation/preservation and skills development {Figure [16]below).
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The IC3 framework developed by the DPE was adopted to
assist in the prioritisation of SD opportunities and includes
transformation

PDecreasing
emphasis oo

I"" evaluation

•
criteria
categories

; J Sphere of
influence

Management
control

Employment
equity

Preferential
procurement

Enterprise
development

Sooo-
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development

Sufe
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Management
control

Employment
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Focused Skills Skills
development development

Small
business business
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Small Business
Development

Skills
development S m 0 , | E D

Smaii
business
promotion

Rural
integration

Rural
integration

Figure [16] - SD Criteria

These broadly stated evaluation criteria that were developed during the planning phase, should
be broken down into specific measurable components and incorporated in the bid documents.
This is shown in the table below:

TABLE IS

Evaluation
criteria

Industrialisation

Measurable areas

• Value of investment in
plant

• % of Local Content
utilised in the
investment in plant

• Reduction in import
leakage

• Potential increase in
export content

Further explanation

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

• % of the value invested in machinery,
equipment, buildings that are sourced from
local companies

• A percentage indication of the increase in
locally supplied Goods and therefore the
resultant decrease in imports as a result of the
contract

• The % increase in exports that will result from
increased industrial capability developed in
relation to the award of the contract
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Evaluation
criteria

Measurable areas Further explanation

Capability &
capacity building

% Local Content
Value of local parts in
relation to the bill of
materials

Value spent on local
suppliers
Number of local
suppliers in the supply
chain of the Bidder

Planned use 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

Technology
transfer and
sustainability

Technology transfer
including:

o Methods of
manufacturing

o Introduction of
new technologies

o IP transfer (no.
and value)

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

Skills
development

Number company
employees to be
trained including:

o Number of
artisans

o Number of
technicians

o Number of Black
People

o Total number of
people

Number of downstream
supply chain individuals
to be trained, including

o Number of
artisans

o Number of
technicians

o Number of Black
People

o Total number of
people

Certified training

Rand value on training
to be spent in the
Industry

Number of bursaries /
scholarships (specify
field of study)

No. of individuals within the company (in
South Africa) that the supplier plans to train
over the contract period; training undertaken
in the previous Year will not be taken into
account as past employee training appears in
the skills development pillar of the BBBEE
scorecard; criteria broken down as for
industry training above

No. of individuals that the supplier plans to
train in the industry over the contract period;
training undertaken in the previous Year will
be taken into account to make allowance for
suppliers who have just completed a training
drive within the industry

What percentage of training for 1 and 2 above
complies with local and/or international skills
accreditation

Total planned monetary value spend (as a %
of contract value) on skills
development/training for the contract period
within the industry; money spent in the
previous Year will be included in Year 1 to
make allowance for suppliers who have just
completed a training drive within the industry

The number of higher education
bursaries/scholarships provided in the
previous Year and planned for the duration of
the contract

The number of apprentices that the company
plans to enlist during the course of the
contract

The monetary value that the supplier is
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Evaluation
criteria

Small business
promotion

Rural
development
and regional
integration

Measurable areas

• 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

• Number of local
employees

• Value spent on local
business

• Proximity of business to
operations

• Number of rural
businesses to be
developed

• CSIspend

Further explanation

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
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 / city of operation

• Monetary value to be spent on business within
the town / city of operation

• The locality of the bidder's business in relation
to operations. Preference is given to regional
(provincial) locality

• The monetary value of CSI to be spent on
rural community development projects

12.4 SUCCESSFUL BIDDER'S FAILURE TO MEET SD TARGETS
The contract with the Successful Bidder must contain a penalty clause which stipulates the
penalties that will be imposed by Transnet, should the Bidder fail to meet the SD targets in the
contract. Furthermore, failure to achieve SD targets will result in breach of contract and
provide Transnet with cause to terminate/can eel the contract with the Successful Bidder.
Milestones in terms of achievement of SD targets per year must be stipulated in suppliers'
contracts so that penalty/breach of contract clauses may be invoked if required.
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CHAPTER 13 : DETERMINING BID EVALUATION CRITERIA

13.1 CHOOSING AN APPROPRIATE EVALUATION METHOD
There are two possible evaluation methods that can be followed when evaluating a bid.

Method 1 follows a two-stage methodology where minimum thresholds are set for Local
Content (where applicable - designated sectors), B-BBEE/SD and Quality. Only those bidders
that meet (or exceed) the relevant minimum thresholds, advance to the next evaluation
phase (step 6 in diagram below, where Price/TCO, SD and BBBEE are scored using the pre-
determined weightings. Method 1 is the preferred method for evaluating bids within
Transnet. Method 2 is used only in instances where Quality is of critical importance and
assigned a greater weighting than price in Step 6 of Phase 2 (SD, B-BBEE and FRC weights
remain unaffected).

13.1.1 Method 1 (Preferred Method)

PHASE 1

Stepi Step 2

Administrative Substantive
responsiveness responsiveness

Step 3

Minimum
Threshold f of

Local
Content'

Step 4 Step 5

Minimum Minimum
Threshold for Threshold (or
BBBEE/SD functionality/

technical

Returnable
documents/ Pre-quatificaUwi
schedules

•SD

•B-BBEE
scorecard

Technical/

functional

PHASE 2

Step 6

Weighted
scoring MOO

• Price/TCO

< SO

• B-BSEE scorecard
&FRC Currents
Future

FINAL WEIGHTED
SCORE

\

Posl tender
negotiation (if
applicable)

I I Im

*When issuing a tender in a designated sector, Transnet must set a minimum threshold for Local Content. When issuing a tender in a non
designated sector, Transnet has a discretion whettier to include a minimum threshold for Local Content or not However, as a general rule Transnet
will actively pursue opportunities for Local Content in all bids.

Figure [17]: Method 1

Phase 1: A minimum threshold must be set for Local content (where applicable)
and both SD/B-BBEE and Quality. These are separate thresholds, and the Bidder
must meet the minimum criteria for all of these in order to proceed to phase two.

Phase 2: The suppliers who meet the minimum threshold for Local content, SD and
Quality (phase 1) will then be evaluated against each other using price, SD and
BBBEE (including FRC) as criteria

Chapter 13: Determining Evaluation Criteria

August 2012

Paae 79 of 202

0078-0970-0001-0162

TRANSNET-REF-BUNDLE-04825



515

FOR I1NTTERNAL U5E ONLY PROCUREMENT PROCEDURES MANUAL

13.1.2 Method 2
(An alternative used in limited instances where Quality is of critical importance)

PHASE1 PHASE 2

Stepi

Administrative

responsiveness

Step 2

Substantive

responsiveness

Step 3

Minimum

Threshold for

Local

Content

Step 4

Minimum

Threshold for

BBBEE/SD

Step 5

MmifTium

Threshold for

functionality/

technical

Step 6

Weighted

scoring/10Q

Functionality

I • PricefTCO

. 50

Step 7

Post tender

negotiation (if

applicable)

I l lm
Returnable

document pre-qualification
schedules

.so
•B-BBEE

scorecaij

^H i
l
i

Technical/ i

1
functional |

1
i

l

1

• 8-BBEE scorecard

& FRC Current &

Future

FINAL

WEIGHTED
SCORE

"When issuing a tender in a designated sector, Transnet must set a minimum threshold for Local Content. When issuing a tender in a non
designated sector, Transnet has a discretion whether to include a minimum threshold for Local Content or not. However, as a genera! rule Transnet
will actively pursue opportunities for Local Content in all bids.

Figure [18]: Method 2

• Phase 1: A minimum threshold must be set for Local Content if applicable and both
SD/B-BBEE and Quality. These are separate thresholds, and the Bidder must meet
the minimum criteria for all of these in order to proceed to phase two.

• Phase 2: Quality/Functionality is included in the evaluation and has a higher
weighting than Price. The weightings allocated to SD, B-BBEE and FRC remain
unaffected.

13.2 CHOOSING APPROPRIATE EVALUATION CRITERIA

13.2.1 General principles

Evaluation criteria must be:

• Unambiguous. The bid documents must provide a complete explanation of the scope
of work as well as the criteria and 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.
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» Predetermined. Evaluation criteria must be stated upfront in the RFP document. No
evaluation criteria should be used in the evaluation process that were not stipulated in
the RFP document.

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

13.2.2 Quality criteria

Quality criteria must be determined taking into account the needs and expectations of
the end user with regard to functional outcomes of Goods or Service, i.e. conformance
to stated requirements. It is important to note that only necessary quality/ technical
criteria must be included as evaluation criteria. Quality evaluation criteria must not be
drafted in an exclusionary manner e.g. requesting 10 years experience in an industry
when actually 5 years experience would suffice. In developing Quality criteria, it is
necessary to consider how these items are to be measured, verified and evaluated in Bid
submissions.

a) Quality criteria may include criteria such as4:-
(i) technical merit;

(ii) aesthetic and functional characteristics;
(iii) safety characteristics;
(iv) environmental characteristics (including green economy,

energy conservation and climate control);
(v) quality control practices;
(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 technical 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) Where the weighting for Quality forms a significant part of the overall weighting, at
least 2 persons of the CFST who are conversant with the technical aspects of the
bid shall set the evaluation criteria and weightings. These persons shall also
determine the prompts or qualitative indicators for judgment, with fixed scores
assigned to each prompt. Quality must be scored in terms of such prompts for
judgment, individually and then averaged, subject to moderation.

c) It should also be determined whether interviews, site visits and presentations
should form part of the scoring, and if so, the relative weights assigned to each of
these must be determined. These aspects must be clearly dealt with in the RFP. It
is important to note that interviews, site visits and presentations should only form

4 This section on quality is largely based on clause 4.3 of the ODB Standard For Uniformity in Construction
Procurement
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part of the scoring if there are aspects of the bid that cannot be evaluated based
on the responses to the RFP document.

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

13.2.3 Price criteria

a) When dealing with more complex bids, the evaluation of price must involve an
evaluation of the Total Cost of Ownership (TCO). In such cases, Bidders must be
requested to provide all information relevant to the evaluation of TCO. It is
recommended that Bidders be provided with a comprehensive pricing schedule to
ensure that they all follow a standardised approach with pricing. This will facilitate
uniformity in the evaluation of price. The evaluation of TCO includes, but is not
limited to, factors such as:

• Installation costs;
• Warranties;

• Service and maintenance costs;
• Operating supplies;

• Storage costs;
• Commercial discounts;

• Incoterms;
• Price adjustment conditions; and
• Exchange rate fluctuations.

b) When calculating prices, only discounts which have been made unconditionally
must be taken into account during evaluation. However, where a discount is made
conditionally, such discount must, despite not being taken into account for
evaluation purposes, be implemented when payment is effected.

13.2.4 Preference criteria

All Bids should be evaluated against preference criteria. The preference criteria, as set
out in Chapter 10, should be included in the bid document.

13.2.5 Supplier development (SD) criteria

If a specific commodity has been earmarked as a SD commodity, then SD should be
included in the evaluation criteria. The SD criteria, as developed in Chapter 12, should
be included in the bid document.

13.2.6 Evaluation of financial stability

Depending on the type of Goods/Services being procured, it may be important that the
financial stability of Bidders be evaluated based on their audited financial statements,
etc. Depending on the importance of the financial stability of the successful Bidder/s,
financial stability may either be included as a p re -qualification criterion or an evaluation
criterion. It is important to note that the evaluation of financial stability will not feature
in every bid, particularly those which seek to advance Start-up and emerging
enterprises. Financial stability may also be evaluated at the discretion of the AC in terms
of paragraph 20.3.
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13.3 DETERMINING THE WEIGHTING FOR EVALUATION PURPOSES

The weighting of the various components i.e. Quality, Price, SD, and B-BBEE need to be
considered on a case by case basis as each procurement event will differ, It is important
that these be determined upfront and included in the RFX document. Oncp inrliid^d in the
RFX document one cannot deviate from that and the evaluation has to be done strictly in
accordance with what was stated in the RFX document.

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

It is suggested that the component weighting should vary in terms of preference, SD and
Quality/price, depending on the particular IC3 quadrant, (see Figure [19] below).

Method 1 (Total points out of 100)

TterS

Components,

Maintenance,

Repairs &

Operations

Small Enterprise

Development

Other Services,

Maintenance & Repairs

Price:

SO:

Preference/BBBEE:

•Scorecard;

•FRC: current and future:

30-60
20-30
20-40

10
x+y

Price:

SD:

Preference/BBBEE:

- Scorecard:

• FRC: current & future

35-65
15-25
20-40

10
x+y

Price:

SD:

• Preference/BBBEE:

-Scorecard:

•FRC: current & future

45-65

15

20-40

10

x+y

"Normal Open fender'

• Price:

•SO:

• Preference/BBBEE:

•Storecard:

•FRC: current & future

50-70

10

20-40

10

x+y

Low Value Open Tender (<R5m)

. price1 60 -80

. 5 0 : ' 10-20

• Preference/BBBEE; 2 Q ®

• Scorecard

- FRC: Current

Quotation

• Price:

• SD:

• Preference/B8BEE:

• Scorecard:

- FRC: Current

60-70
10-20
20-40

Method 2 (Total points out of 100)

Quality: 30 • 50

Price: 10 • 20

SD: 20

Preference/BBBEE: 20 - 40

•Scorecard: 10

•FRC: current & future: x+y

Quality: 30 - 50

Price: 10-20

SD: 20

Preference/BBBEE: 20 - 40

-ScoreGrd: 10

•FRC: current & future x+y

Quality: 2 5 - 3 5

Price: 20 - 30

• SD: 15

• Preference/SBBEE: 2 0 - 4 0

-Scorecard: 10

-FRC: current & future x+y

10

x+y

Normal Open Tender

• Quality:

•Price:

•SD:

• Preference/BBBEE:

•Scorecard:

-FRC: current and future

Low Value Open Tender ( < t f 5 m j

• Quality:

• Price:

-SD:

• PrefererKe/BBBEE:

• Scorecard

• FRC: Current

Quotation

• Quality:

• Price:

•SD

• Preference/B8BEE:

• Scorecard:

• FRC: Current

40

10-30

10

20-40

40-60

20-30

10-20

20-40

10

40
20-30
10-20
20-40

The werghtingsatrave are puref/ mdicirve and may Dechanged with the approval of the Procurement Specialist or person wild the appropriate contracting DoA.
Also note that depending on the weighting a I located to Preference/B-BBEE, the weight] rgs for the other evaluati on cntenamustbeamertiedproportionaly.
The values for FRC Currm(x)arxt FRC Future(y)mustbedetermir^ona rase by«^^

figure [19]: Methods 1&2
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13.4 It is important that all of the above should be carefully considered by the CFST and included
in the sourcing strategy, the RFX and RFX sign-off template prior to issuing the RFX to the
market, as neither the evaluation criteria, nor the weightings, nor the evaluation
methodology (i.e. Method 1 or 2) may be changed during the evaluation phase.
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CHAPTER 14 : MAIN PROCUREMENT MECHANISMS

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/Services. The first step is to classify Goods/Services on a risk/value matrix. In
order to determine the importance of Goods/Services to Transnet as well as the appropriate
procurement mechanism to be used, the commodity should be plotted on the four quadrant
matrix below:

High

Strategic

Risk to
business

Routine /
Transactions Leverage

Low
Value of

spend High

Figure [20] - Risk / Value Matrix

The following guidelines will assist in determining the correct procurement mechanism to use
depending on where in the matrix particular the Goods/Services are placed:

TABLE 16

Type

Routine/
Transactional

Leverage

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 through las
and when' contracts

• Low risk; high spend
• Non-critical items
• Many suppliers in the

market

Appropriate
procurement
mechanism/s

• Open Bid
• Quotation

system (only
when non
repetitive and
under R2
million)

• Open Bid

Possible
contract options

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

• Transversal
contract

• Transversal
contract

• "As and when"
contract for
short and
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Type

Bottleneck/

Development

Strategic

Characteristics

• Objective is to leveraae
economies of scale

• High risk; low spend
• Limited suppliers

• These are items that
Transnet must have
but which are difficult
to obtain

• Critical items

• Includes specialised
equipment,
instrumentation or
software from
proprietary suppliers

• Objective is to secure
supply

• High risk; high spend
• These are items that

are critical to
Transnet's business

Appropriate
procurement
mechanism/s

I
• Two stage

bidding system
• Approved list

• Confinement

• Open Bid
• Two stage

bidding system

• Approved list
• Confinement

Possible
contract options

medium term

• "As and when"
contract for
medium term

• Fixed quantity

• Medium to long
term contract

• Transversal
contract

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

WHAT tS THE
VALUE OF THE

GOODS/SERVICES
t REQUIRE?

HOW OFTEN OO I
REQUIRE THESE

GOODS/SERVICES?

WHAT IS THE
NATURE OF THE

MARKET?

APPROPRIATE
PROCUREMENT

MECHANISM

Value <R2m
Once-off

transaction o Known
market*

Any value
Repetitive
transaction

Limited
market"

Approved list

NormaHy value
> R2m

Repetitive /Once-
off

transaction

Competitive
market'"

Open tender
process (local /

national)

Normally value
> R2m

Repetitive /Once-
off

transaction

Competitive
market'"/Unknown

market—

1 Known market • suppliers are listed on ihe vendor database
" Limited market - only a restricted number of suppliers exist eg Original Equipment Manufacturers, limited suppliers or a sole supplier
*•' Competitive market - many suppliers exist in the market
" " Unknown market - there is no dear specification of requirements and'or the availability of the goodsvservicests unknown

Figure [21] - Procurement Mechanisms
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14.2 PROHIBITED PRACTICES
14.2.1 As a general rule, the quotation / bidding system must not be used merely to

obtain market related prices for budget or benchmarking purposes.

14.2.2 In cases where it is absolutely necessary to obtain test bids for budget
purposes only, the request to the market must clearly 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 Requirements may not be deliberately split into parts or items of lesser value
in order to keep the transaction value within a particular Delegation of
Authority level or to keep it below the threshold of an AC or a person with
higher Delegation of Authority. This is considered to be Parcelling.

14.2.4 Specifications should be functional and fit for purpose, rather than brand- or
product-specific. Specifications must not include any exclusionary terms.
Compiling a specification around one supplier's product is unfair and not
allowed.

14.3 THE QUOTATION SYSTEM FOR VALUES BELOW R2 MILLION REQUEST FOR
QUOTATION ("RFQ")

Only used for transactions below R2 million in value
The Goods or Services must be required on a non-repetitive basis
The market should be known

A minimum of three quotes must be obtained, where possible

14.3.1 Definition

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

14.3.2 When to use the quotation system

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

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

(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 it
is impossible to obtain firm prices for a specific period (even with price
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review mechanisms included), consider a short term as-and-when-
required contract;

(iii) the value of the transaction would make it impossible, impractical or
economically unviable to call for Open Bids; or

(iv) there are opportunities to develop suppliers in order to achieve
transformational objectives. This mechanism is considered to be the
best avenue to facilitate entry to the market for emerging small B-
BBEE companies.

14.3.3 Advantages and disadvantages of the quotation system

Advantages

Quick turn-around 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 R250 000.00 -
R1000 000.00

Mechanism for
obtaining quote

Fax/email quotes

Fax/email quotes

Fax/email quotes

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

No. of quotes

1

2

3

3 or more
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Greater than R1000 000.00 -
R2 000 000.00

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

3 or more

14.3.5 Number of quotes to be requested

a) As a general rule, a minimum of three quotations should be requested.
However, a buyer may request more than three quotes if necessary. Where it
is impossible to request three quotes e.g. patented articles, OEM spares etc.,
one or two quotes will suffice. However, a submission must be prepared with
the reasons for not being able to request at least three quotations. This must
be approved by the CPO or his/her delegate, depending on the value of the
transaction and the delegated authority of the procurement official. Since OEM
spares and components will in all probability be required on a regular basis,
consideration should be given to either the framing of an Approved List, or the
conclusion of an "As-and-when required" term contract.

b) It is important to note that once a request for quotations has been made to
prospective Bidders, a buyer cannot subsequently request further quotes if all
Bidders approached have not responded to the request by the closing date.

14.3.6 Transnet Vendor Portal

a) An automated Transnet wide Vendor Portal (TVP) has been created for all
potential suppliers wishing to do business with Transnet to register and update
their company profiles. The web address is https://vendorportal.transnet.net.

b) Potential suppliers should provide full details of the Goods/Services on offer,
their tax clearance certificate, their BBBEE level, including % Black ownership
and area of operation. Suppliers will be classified accordingly on the TVP.

c) Buyers who wish to obtain quotations must proceed to search the TVP and/or
the OD's own vendor database for potential Bidders.

d) The TVP should ultimately have the functionality to invite quotes from
potential suppliers on a rotational system to ensure an equitable spread of
opportunities among all potential suppliers.

14.3.7 Process

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

b) For relatively low value, simple Goods/Services, the RFQ should ideally be
open for 3 to 4 Working Days in order to afford Bidders a reasonable
opportunity to respond. For higher value, more complex Goods/Services, the
RFQ should be open for a minimum of one week.

c) The bids must be received in a controlled environment, e.g. a dedicated email
address, dedicated fax number or a tender box.

d) As a general rule, quotations are to be evaluated on the basis of price and B-
BBEE. In addition to the 10 points allocated to the B-BBEE Scorecard, bidders
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will be evaluated against the current status of their Ownership and
Management Control. Ten points will be allocated to Ownership and a further
10 points to Management Control (see Figure [19] above). A minimum B-BBEE
threshold of Level 4 should be used as pre-qualification criteria for quotations,
unlesb not possiule. In Liie event Liidt technical evaluation is also necessary,
the technical evaluation criteria must be pre-determined and included in the
RFQ document. The highest scoring Bidder is to be selected as the Successful
Bidder.

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.

1. End-user obtains
approval from

person with DoA

3. Person in
procurement with
DoA invites quotes

4. Depending on
value-fax, email or
formal RFQ quotes

are requested

8. Manager with
Delegated Powers

signs PO

7. Award of business
(Depending on value

LAC may need to
support

recommendation)

5- Quotes are
received in a
controlled

environment

Figure [22] - Quotation Process

14.4 THE OPEN BID PROCESS (RFP)

Generally used for transactions greater than R2 million in value
There must be a competitive market and a clear detailed specification available to
which many prospective Bidders are able to respond
Bids may be advertised in local, national and / or international media depending on
the market

14.4.1 Definition

The Open Bid Process (RFP) is a competitive process where the general public is
approached with an invitation to bid that is published in the media. All interested
parties are granted an equal opportunity to bid for Transnet's business. Once the bid
has closed, 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;
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b)

c)

d)

e)

0

g)

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);

there are dear and unambiguous specifications to ensure that
all potential suppliers bid for the same product;

there is enough time available;

the value of the transaction must warrant the cost, time and
effort taken to use an Open Bid process; and

in cases where Transnet's needs / specifications etc. are still
too vague to issue a formal bid, the two-stage Bid system (RFI)
should be followed.

14.4.3 Advantages and disadvantages of the open bid process

Advantages

The Open Bid system is regarded as the
procurement mechanism which best
ensures open and fair competition.

Disadvantages

The Open Bid process is time
consuming. In order to ensure that
Goods / Services are delivered to the
business when they are needed, the
need for the Goods / Services needs to
be anticipated well in advance.

Requires significant resources (cost,
time, etc.)

14.4.4 Process

b)

c)

d)

e)

Before any bid document may be issued to the market, the
person with the necessary delegated authority must provide
written authority to approach the market. This must include
approval of the evaluation methodology, evaluation criteria and
the availability of funds. The evaluation team is also to be
decided on at this point.

The bid document should be compiled according to the
guidelines set out in Chapter 16 (BidPreparation).

Bids may be advertised in local, national and / or international
media depending on the market and value of the bid.

Bids should be kept open for a reasonable period. Refer to
paragraph 16.3 for more detail.

Bids are to be finalised as soon as possible after the closing
date of the bid.

See process below to be followed in the case of an Open Bid process
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1. Demand review &
development of

specification

3. Decide on
appropriateness of

the open bid

4. Obtain prior
approval to

approach the
marietta per DoA<

8. Evaluation
process

V.AC Secretariat to
receive, open &
stamp tenders

5. Place advert in
appropriate media
& keep proof on file

9. Negotiations per
AC approval

11. Contract award
by person with DoA

12. Contract
Management

Figure [23] - Open Bid Process

14.5 APPROVED LIST PURCHASES

• An approved list is utilised for Goods or Services that are required according to unique
specifications, on a continual basis and from a limited number of suppliers.

• This mechanism is used for non-standard items that are not available off the shelf.

14.5.1 Definition

An approved list is generally used for Goods or Services that are required according
to unique specifications, e.g. OEM spares or proprietary articles. An approved list is
framed and utilised for Goods or Services required on a continual basis.

14.5.2 General principles

b)

c)

d)

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

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.

Specifications must be drawn up to promote fair competition.

ODs and Specialist Units must attempt as far as possible to
procure off-the-shelf Goods as opposed to drawing up their
own specifications.
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e)

0

9)

An Open Bid may not be issued for Goods/Services appearing
on an approved list.

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

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)

c)

strategic, high-value, high-risk items, non-standard items which
are not available "off-the shelf";

where equipment can only be obtained from Original
Equipment Manufacturers (OEMs) or limited suppliers; or

Goods and specialised Services that cannot be sourced from
non-approved suppliers because of Transnet's own unique
specifications, Quality standards, or safety requirements i.e.
commodities that are not freely available in the market from a
range of suppliers.

14.5.4 Advantages and disadvantages of the approved list process

Advantages

• Reduces administrative burden as
there is no need to approach the
open market every time there is a
requirement for Goods/Services.

• Bidders are pre-qualified and need
not be evaluated on technical aspects
every time there is a requirement.

• New entrants can be accommodated
at any time.

Disadvantages

Delays between identifying and
approving new entrants into the
market due to stringent testing
requirements.

14.5.5 Types of Approved Lists

a) Type 1: Generic Approved Lists — Indefinite validity
(i) This type of approved list remains valid indefinitely, subject to the

proviso that they must be advertised every 6 months to afford new
suppliers an opportunity to be included onto the list.

(ii) Although the list remains valid indefinitely, the suppliers on the list
will be subject to periodic quality testing in order to maintain their
name on the list. Should suppliers fail to meet quality standards,
their names may be removed from the approved list as per
paragraph 14.5.8.

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

Chapter 14; M r̂n Procurement Mechanisms

Auqust2012

P;iae93of 202

0078-0970-0001-0176

TRANSNET-REF-BUNDLE-04839



529

FOR INTERNAL USE ONLY PROCUREMENT PROCEDURES MANUAL

• After public Advertisement of the intention to frame an
approved list in a notice requesting all prospective suppliers
to formally apply.

• By framing an initial approved list of suppliers based on
previous experience and/or tests carried out. The list will
nevertheless be advertised publicly thereafter to invite new
entrants to the market.

(iv) Testing: Bidders are entitled to a full explanation of the testing
process that was/is to be carried out on their product. Bidders may,
upon request, be allowed to observe the testing process carried out
by Transnet. Those Bidders who's Goods fail the relevant tests,
must be provided with detailed reasons why their Goods failed the
tests and should be afforded an opportunity to resubmit their
Goods for testing once the necessary improvements have been
made.

(v) In either of the two processes listed above, aspirant suppliers may
apply for inclusion after the approved list has been established.
Such suppliers may be provisionally included on the approved list
where it is not practical to test their product/sample beforehand
e.g. overhaul of traction motors; reconditioning of transformers for
electric substations, etc. Potential suppliers in this category will be
subjected to a quality check e.g. ISO certification, previous
experience on work of a similar nature and complexity, quality
control systems etc. Qualifying suppliers will then, subject to AC
and CEO approval, be placed on the approved list as "aspiring
suppliers". When obtaining bids from suppliers already appearing
on the approved list, the aspiring prospective suppliers must also
be invited to submit bids. If an aspiring applicant is awarded a
contract or portion of the contract for testing purposes and
performs satisfactorily, their name must be placed on the approved
list by following the normal approval process i.e. AC and CEO
approval must be obtained.

(vi) A list of all approved lists with their respective specifications,
contact details of technical expert, etc. must be displayed on the
notice/bulletin boards in bid issuing offices so that potential new
entrants are made aware of its existence.

(vii) Although the generic approved 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 CEO approval must be obtained and the list must be
updated accordingly.

(viii) New entrants may apply at any time for inclusion on the approved
list. Any new applications received outside of the 6 month
advertising intervals must be dealt with Immediately and not held
over until the next Advertisement.

(ix) It is important to note that when such an approved list is utilised to
solicit bids, all approved suppliers (including aspiring suppliers, if
applicable), must be approached and invited to submit bids. Under
no circumstances may only certain names be selected off an
approved list on a selective or rotational basis. Furthermore, all
such requests for bids must be dealt with in terms of the standard
procedures.
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(x) Award of business on the approved list is subject to approval from
the person/body with the necessary DoA, as well as the relevant AC
if such transaction falls within its jurisdiction.

(xi) It is important to note that the names on the generic approved list
will remain on the list unless their names are removed for one or
other reason.

b) Type 2: Hybrid Approved Lists - Fixed period validity

Hybrid Approved Lists are typically used in the following circumstances:

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

(i) "Hybrid approved lists" are publicly advertised and framed for a
fixed period. The validity period of the list must be clearly stated in
the Advertisement, as well as in the subsequent letter informing
successful applicants of their inclusion on the Approved List.

(ii) The nature of the Goods/Services will inform the decision on
whether to make use of this type of approved list. Typically, a
competitive market must exist in order to use this type of approved
list. Examples of such "approved lists" are the Transnet Legal Panel
and the Transnet List of Approved Security Service Providers.

(iii) Unlike the generic approved list, no new applications for inclusion
on the list may be considered during the period that the existing list
is in force.

(iv) The manner in which the approved list is to be structured and
implemented must be fully motivated and submitted to the relevant
AC for prior consideration and approval by the CEO.

(v) At the end of the fixed period, the list must be re-advertised and a
new list must be framed, if there is still a need for such an
approved 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 an OD CEO or in respect of Transnet Corporate Centre
("TCC") requirements or transversal contracts, the GCSCO, upon
recommendation from the AC.

b) The AC will be responsible for the distribution of the List within the
particular entity and to Group iSCM. All Approved Lists should be
communicated to the Governance function at Group iSCM, who will
distribute the list to all other ACs in the Transnet Group. Group iSCM
will be responsible for developing a shared portal to facilitate easier
access to all approved lists, by all Transnet entities. The division
which initiated the list will, however, be responsible for the periodic
updating thereof.
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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 CEO. Should
tne person/Enterprise not be satisfied with an OD CEO's ruling, an
appeal may be made to the Group Chief Supply Chain Officer
("GCSCO") whose decision shall be final. In respect of TCC, an
appeal may be made to the GCFO whose decision shall be final.

14.5.7 Process

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) All approved lists have to be advertised at least every 6 months, by
means of a public notice in the appropriate media/ inviting all
interested parties to submit applications for possible inclusion on the
relevant approved list.

1. End-user
determines scope &

specifications

3. Motivation for
use of approved list

to AC

4. AC validates
framing of the list &

process to be
followed

approves list

7. Main AC
considers & frames

approved list &
submits to CEO

trans to be
placed on list

5. Receive
applications &

evaluate suppliers
for suitability of

inclusion

9. AC distributes the
list to all relevant

parties within
Group and OD

11. Receive list &
confirm scope of

work

12. Utilise approve
list according to

standard
procedures for
obtaining bids

Figure [24] - Process to frame Approved List

14.5.8 Removal of names from the approved list

a)

b)

c)

The name of an Enterprise may be removed from an approved
list at any time if the Enterprise:

has been convicted of any offence under any law relating to
wages, hours of work or other conditions of employment;

fails or ceases to comply with the requirements of such
approved list;
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d)

e)

0

9)

h)

j)

continues to perform unsatisfactorily after having been
informed accordingly when measured on any of the following
criteria: timeliness, Quality, price escalation and service;

sub-contracts the whole or any portion of a contract for the
supply of Goods or Services in respect of an approved list to an
Enterprise or person whose name does not appear on that list;

otherwise acts in a manner which, in the opinion of Transnet, is
construed to nullify the object of framing an approved list;

has ceased to carry on business under the name on the
approved list and has not informed Transnet of this change;

has been dealt with in terms of Transnet's List of Excluded
Bidders;

has shown little interest over a reasonable period to submit
quotations when invited to do so; or

has not been awarded any business over a reasonable period
due to non-competitive prices;

Before a name is removed from an approved list, the Enterprise concerned shall be
notified in writing of the 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)

This procurement mechanism is appropriate under the following circumstances:
• where the suitability of service providers must first be determined prior to them being

invited to bid for Goods / Services;

• when assessing the availability of Goods / Services where there is no clear specification
of requirements; or

• there could be solutions available in the market unknown to Transnet.

14.6.1 Principles
This procurement mechanism is appropriate under the following circumstances as it
takes into account the most satisfactory solution to 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-qualification);

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

c) where Transnet seeks first to establish the various possible solutions available in
the market in order to determine the best solution for Transnet.

In scenarios (a) and (b) above Transnet may draw up a functional specification in the
RFP based on the responses received to a Request for Information f'RFI") taking
into account its specific needs. It is critical that the specification not be drafted
around a particular supplier's response to the RFI. Intellectual property issues must
be taken into account prior to proceeding to stage two of the process.
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14.6.2 When to use the two-stage bidding process
a) This mechanism is used in assessing the availability of Goods/Services where

there is no clear specification of requirements or where the suitability of service
providers must first be determined prior to the undertaking of any development
work.

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

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

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

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

14.6.3 Advantages & disadvantages of the two-stage bidding process

Advantages

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

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

Disadvantages

• 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:

• suppliers will be subjected to pre-quatification 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.
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(v) A recommendation is made to the AC or relevant authority regarding the
outcome of the first stage, and the eligibility of the bidders to participate in
the second stage.

(vj) 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.

STAGE 1

1 1. Demand review &
1 development of
1 specification

I I 7. AC Secretariat to
I I receive, open &
I I stamp tenders

2. Business case
development

5. Place advert for
RFI in appropriate

media

8. Evaluation of
different solutions

received

p-
3. Decide on

appropriateness of
the two-stage
tender process

4. Obtain prior
approval to

approach the
market as per DoAs

9. AC to approve
prequalificationor

specification drafted

10 Approach
market based on

option exercised in
Stage 1

11. Evaluation &
Recommendatior

14. Contract
Management

12. Adjudication

13. Contract award
by person with DoA

Figure [25] - Two stage bidding process
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CHAPTER 15 : SPECIAL CASES

15.1 CONFINEMENTS

Confinements 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-off basis

• when the nature of the Goods/Services fall within one of the grounds for
Confinement

15.1.1 Definition

A Confinement is a mechanism where permission is sought from the person with the
appropriate Delegation of Authority to "confine" enquiries for required
Goods/Services to one or a limited number of Bidders.

A Confinement is a departure from the norm of an open, competitive bidding process
and as such must be treated with great circumspection. The misuse of confinements
has the potential to entrench monopolies and as such is at odds with the imperatives
of the New Growth Path. The NGP seeks to encourage open competition and the
introduction of new entrants into the market, particularly those from previously
disadvantaged communities.

It is important to note that confinements only apply to transactions over R2m. These
rules therefore do not apply to transactions falling below R2m. The quotation system
applies to such transactions regardless of the number of quotations the buyer is able
to obtain.

15.1.2 Grounds

Confinements will only be considered under the following circumstances:

a) where a genuine unforeseeable urgency has arisen. Such urgency should not
be attributable to a lack of proper planning. In such cases appropriate action
must be taken against the individual(s) responsible for the bad planning.

b) the Goods/Services are only obtainable from one/limited number of suppliers.
For instance, patented/proprietary Goods or OEM spares and components.
Operating divisions are however required to provide evidence that there are no
new entrants to the market who could also be approached;

c) for reasons of standardisation or compatibility with existing Goods and
Services. A case must be made that deviation from existing standardized
Goods or Services will cause major operational disruption. If not, confinements
based on "standardisation" will not be considered; or

d) when the Goods or Services being procured are highly specialized and largely
identical to those previously executed by that supplier and it is not in the
interest of the public or the organization to solicit other offers, as it would
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result in wasted money and/or time for Transnet. When this particular ground
is intended to be used as a ground for Confinement, it is important to note
that all pre-requisites 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 of confinements

Depending on the circumstances one of the following two Confinement routes will
beapplicable:-

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 are as follows:

(i) GCE - up to but not exceeding R250 million;

(ii) BADC - up to but not exceeding Rl 000 million; and

(iii) The Board - exceeding Rl 000 million.

15.1.5 Process

a) The submission for Confinement must be fully motivated in writing by the end-
user and the OD CPO to the OD's main AC and the OD's CEO for prior written
support of the recommendation to confine. It is important to properly motivate
submissions taking into account all relevant factors. Poorly motivated
submissions will be referred back to the OD concerned for re-motivation. The
submission should be submitted on the relevant template under cover of a
memo to the GCE.
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b) Only if the reasons advanced for the proposed Confinement are supported and
considered to be in the best interest of Transnet, should the Confinement of
business to one or more contenders be escalated to Group.

c) The Confinement request must be considered by the Transnet GCSCO and the
Group CFO each of whom shall indicate whether or not they support the
request.

d) The matter must then be submitted to the GCE, the BADC or to the Board itself
for final approval depending on the value of the transaction.

1. Submission to AC &
OD CEO for prior
written support

there are sufficient
grounds to justify

confinement

4. Matter to be
submitted to the GCE,

BADC or Board for
approval depending on

value

3. GCSCO & GCFO to
consider matter and

indicate support

Figure [26] - The Confinement process

15.1.6 Confinement divided between more than one Bidder

Should it be decided to divide the total requirement of a Confinement between more
than one Bidder, the total value of the business and not the individual contracts shall
determine the level of approval required for the Confinement. Only after the
necessary approval has been obtained, may the individual contracts be signed by the
Manager with the necessary delegated contractual powers.

15.1.7 Amendment to contracts awarded via Confinement

a) Where a Material Amendment (i.e. the price, duration or scope is increased by
more than 10%) to a contract awarded via Confinement is required, the
matter must be sent to the relevant AC for support. The AC must submit the
amendment to the original approver of the Confinement for prior approval of
the amendment. The same principle applies where the cumulative value of
amendments equals or exceeds 10% of the original contract value.

b) Where an amendment increases the price, duration or scope by less than
10%, this should be submitted to the AC for approval.

c) Where an amendment to a contract results in the value of the Confinement
reaching a higher approval level, the matter must be sent to the original
approver for review and recommendation. Approval must then be sought from
the person with the delegated authority to approve the higher value of the
Confinement.
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15.2 EMERGENCY PROCEDURE

The emergency procedure is to be used under the following circumstances:

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

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

• Where the occurrence requires immediate action

The concept of retrospective authority applies only in the context of emergencies.
Where an emergency process is followed correctly, condonation is not required.

15.2.1 Definition

a) The following circumstances would normally be regarded as sufficient grounds
for invoking the emergency procedure i.e. a situation has arisen where there is
an imminent risk of:

• human injury or death;

• human suffering;

• serious business disruption that could not have been reasonably foreseen;

• interruption of essential services;

• serious damage to property or financial loss;

• suffering or death of livestock or other animals; or

• serious environmental damage or degradation.

b) The concept of an "emergency" must be applied restrictively and should not be
used as an excuse for bad planning. As such, in order to qualify for the
emergency procedure:

• the circumstances giving rise to the emergency must not have been
foreseeable;

• engaging in bidding procedures or any other methods of procurement would
be impractical; and

• the occurrence requires immediate action.

An emergency should not be attributable to a lack of proper planning. In such
instances appropriate action must be taken against the individual(s) responsible for
the bad planning.

15.2.2 Process to institute the emergency process

a) The end-user requests authority from the person with the necessary
delegation of authority to institute the emergency procurement procedure. If
possible, the end user must notify procurement of the emergency requirement
telephonically followed by email.

b) The duly authorised Manager to invoke the emergency process will consider
the request and decide on whether to grant such authority. He/she will notify
the requestor in the form of an email, SMS or even verbally. If by SMS or
verbally, this must be confirmed in writing or by e-mail afterwards.
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c) Procurement will invite a Bid(s) from a supplier(s) best able to deal with the
emergency immediately. Alternatively, if the 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 authority for the emergency procedure

a) The person who has the delegated authority to retrospectively approve the
transaction, must be approached for retrospective authority for the
emergency. This person, who is different from the person authorised to
institute the emergency process, must consider the motivation and provide
retrospective authority if the emergency is validated. Please see attached
Appendix F for the Matrix for Approval of Emergency Procedures.

NB: Each Entity is responsible for developing its own Emergency Procedural
Manual, covering all the relevant disciplines in the entity, and assigning specific
persons and value thresholds, for the different roles (i.e. to institute (invoke)
and to retrospectively approve). Note that the AC may also be utilised to
retrospectively approve the emergency procedure.

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

c) All emergency procedure purchases, irrespective of the value, must then be
submitted to the AC for information purposes.

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

e) If an emergency procedure is followed correctly, condonation is not required.
It is also important to note that a correctly followed emergency procedure also
falls outside the ambit of the Confinement process.

15.3 HIGH VALUE TENDER PROCESS (HVTP)

The High Value Tender Process (HVTP) subjects ail transactions falling within 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.
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b) The process enables Supply Chain to detect any shortcomings at key gateways
and to make appropriate corrections. This further reduces 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:

1. Demand review
& development of

specification

2. Business case
development

3. Acquisition
process

4. Evaluation
process

8. Contract
management

7. Contract award S. Negotiations

Figure [27] - The HVT process

15.3.2 The HVT Process

The following steps must be followed for any transactions falling within the High
Value Tender threshold:

Entities must contact and involve the HVT team from the outset of the bidding
process i.e. at the demand review stage;

The HVT team must attend to all procurement processes and advise Entities during
each phase of the process as follows:

• Review the demand and business cases.

• Review the RFX document for accuracy and correctness before going to
market.

• Assess the adequacy of the procurement proposed mechanism used i.e.
RFP/RFI/Confinement and determine if governance is being followed by
ensuring that the approval process has been complied with.

• Ensure that in all high value bids, a CFST contains at least Technical,
Financial, Operational and Legal Support.

• Advise on the scoring methodology and governance issues related to the
evaluation process.

• Advise the teams during the evaluation process on all bids;

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

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

• The HVT team must document lessons learnt throughout the process and
provide feedback so that processes may be improved.

A detailed description of the HVTP and associated templates can be found on the
iSCM Transnet Intranet.

15.4 UNSOLICITED BIDS

An Unsolicited Bid is an offer unilaterally submitted by a potential supplier 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 apply to Bidders who merely seek to be registered on Transnet's
Potential Vendor Portal (TPVP) in order to be considered as potential suppliers for
future business. When Goods or Services are to be acquired from such Bidders, the
normal procurement mechanisms are to be used

15.4.1 Definition

An Unsolicited Bid is an offer unilaterally submitted by a potential supplier of its own
accord and received by Transnet outside of its normal procurement process.

Transnet does not encourage the consideration of Unsolicited Bids. Furthermore,
Transnet is not obliged to accept Unsolicited Bids.

15.4.2 Risks

There are a number of risks related to the consideration of Unsolicited Bids:

a) It potentially undermines fair and competitive bidding processes.

b) It can result in purchasing Goods/Services at higher than market-related prices.

c) Transnet runs the risk of being accused of infringing on the Unsolicited Bidder's
intellectual property if it uses the concepts used in the Unsolicited Bid to approach
the market.

d) There is also danger that an Unsolicited Bid may be received, evaluated and
regarded as an excellent proposal and accepted, only to ascertain afterwards that
there were many suppliers in the market supplying the same or better goods or
technology at much better / similar prices.

15.4.3 Criteria for consideration of unsolicited bids5

5 This section is largely based on the Municipal Finance Management Act Regulations and National
Treasury's Practice Note 11 of 2008/2009 on Unsolicited Proposals
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Transnet may only consider an Unsolicited Bid if the following requirements are met:

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

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

c) the product or service will be exceptionally beneficial to Transnet or have
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 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
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The following information must be contained in the recommendation:

a) A detailed description of the goods or services;

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

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

d) The validity period of the Unsolicited Bid;

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

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
circumstances:

• where more than one Entity have existing contracts for the same Goods / Service
with the same or different suppliers with significant price variations and differing
contract terms; or

• where one or more Transnet Entity become aware that another Entity has already
concluded a contract for the Goods /Services required by it and wish to utilise the
existing 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 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:
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R10 per bottle

Supply of bottled water

b) The same commodities or categories of commodities are being purchased by
more than one entity from different suppliers with differing prices and contract
terms. For example:

R10oer bottle
ABC (Pty) Ltd

R8 per bottle
Fountain Fresh

(Pty) Ltd

R6 per bottle
TNPA

Supply of bottled water

Cool Spring (Pty)
Ltd

c) The same commodities are being purchased by one OD from the same or
different suppliers, with significant price variations. For example:

R10 per bottle

TNPA
Cape Town

TNPA
Richards Bay

R6 per bottle

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

e) Whether the contracts allow for cancellation V/ithout cause';

f) The expiry dates of the various contracts;

g) The cost of termination (penalty for breach); and

h) Current contract management and monitoring.

The merits of each case should be evaluated based on the factors above in order to
determine the feasibility of consolidation. Once the feasibility of contract
consolidation has been determined, a decision will be made on whether to
renegotiate one of the existing contracts or issue a new bid.

The cost of termination of existing contracts must be calculated and then weighed
against potential benefits of consolidation in terms of cost and Quality. It is important
to note that existing contract periods must be adhered to where financially viable.
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 and/or region contributing the largest volume;

c) Whether one supplier can meet all Transnet's requirements;

d) The perception regarding potential market challenges (type of commodity and
potential suppliers);

e) The competitive landscape of these Goods and Services; and

f) New suppliers in the market.

15.5.5 Process for consolidation of a number of existing contracts

a) Where it is considered feasible to consolidate spend to one of the existing
contracts, all other contracts must be terminated. The most favourable existing
contract would be increased to include other Transnet Entities' requirements
after negotiation. The Transnet Entity originally managing that contract will be
responsible to initiate the approval process for the increase of contract value.

b) Where the increase in value is below 10% of the original contract value, the
matter must be submitted to the relevant Entity AC for noting.

c) If the increase in contract value is above 10%, the matter must be submitted to
the relevant Transnet Entity's AC for approval.
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d) Once the relevant Transnet Entity has approved the increase, the matter must
be submitted to the other Transnet Entities' ACs for information.

e) Where consolidation would result in a substantial increase in the scope and
value of the contract (more than 50% of the original estimated contract value as
approved by the AC), it would be peremptory to embark upon a new bid process
for the consolidated spend.

f) Inclusion of entities into the consolidated contract may be on a staggered basis.
For example, where a current Transnet Entity's contract expires 3 months after
the consolidated contract commences, that contract can be allowed to run its
full period. Thereafter, the entity will be included in the new transversal
agreement, with a sliding-scale volume discount structure being coupled to the
pricing.

g) Contract "owners" must notify all Transnet users of the new transversal
contracts that are in place to ensure maximum advantage for Transnet.
However, please note that this mechanism is to be regarded as almost an
interim measure. Ideally all entities must be approached during the demand
planning stage already to obtain their estimated requirements beforehand for
inclusion in the consolidated RFX document.

h) Note that the process to be followed for the normal increase of contract values
and cancellation of contracts will still apply.

15.5.6 "Piggybacking"

a) "Piggybacking" arises when an existing contract has been identified, which one
Transnet Entity has concluded for specific goods/services, and which another
entity would like to utilise for their requirements.

b) The Transnet Entity who wishes to "piggyback" off an existing contract should
obtain prior approval from the AC of the Transnet Entity that concluded the
contract. Once approval from that AC is obtained, the supplier should be
approached to indicate whether he/she is able to meet the increased volume as
well as any price discounts that may be offered.

c) Where the increase in value is below 10% of the original contract value, the
matter must be re-submitted to the relevant AC for noting. If the increase in
contract value is above 10%, the matter must be re-submitted to the relevant
Entity AC for final approval.

d) Once the relevant Entity has approved the increase, the matter must be
submitted to the other ACs of Entities who want to make use of this contract for
information.

e) The respective Transnet Entities must make satisfactory arrangements between
themselves regarding the apportionment or recovery of costs for goods /
services, if applicable.

f) Where consolidation would result in a substantial increase in the scope and
value of the contract (more than 50%), it would be prudent to embark upon a
new bid process for the consolidated spend.

15.6 ACQUISITIONS ASSOCIATED WITH INCOME GENERATING CONTRACTS
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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
Services), faiis within the ambit of the PPM.

15.6.2 For example, TFR negotiates an income generating contract to transport fuel from
the Port of Durban to Zimbabwe. This would be a pure income generating contract
and although it might require approval from the TFR Exco or even Transnet Board
of Directors, it would fall outside the scope of the PPM and AC approval would not
be necessary.

15.6.3 However, if TFR needs to purchase 2 additional locomotives and 90 rail tank
wagons to provide this Service (fulfil the contract); such associated expenditure /
procurement contracts would fall within the ambit of the PPM and would also
require AC approval.

15.6.4 The only exception to this rule would be in circumstances where a Transnet
Division or Specialist Unit needs to respond to an external bid invitation (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(s), the CEO,
BADC or the Board may authorise such "confined" requests for bids from potential
suppliers and/or approve the selection of possible joint venture
partners/subcontractors, etc., without AC approval, provided that the matter(s) be
reported for the AC'S information as soon as possible after the Transnet OD has
lodged its bid. When obtaining bids in respect of goods and services required in
order to respond to an external bid invitation, the Transnet Entity must clearly state
that the award of any business pursuant to such bids cannot be guaranteed and is
conditional on the Transnet Entity being selected as the Successful Bidder.

15.6.6 Such transaction(s) need not be submitted for approval again, should the Transnet
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 sub contractors/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

16.1 COMPILING BIDS - GENERAL

Bid documents define the rights, risks and obligations of the parties involved in the bidding
process and subsequent contract. Documents must therefore clearly and precisely spell out
all relevant aspects of the bid such as the work to be carried out, the goods to be supplied,
the place of delivery or installation, the schedule for delivery or completion, minimum
performance requirements and the warranty and maintenance requirements.

Accordingly, such documentation should be legally and technically sound and should assign
risk in an appropriate manner. The bid documents must provide Bidders with clear and
comprehensive information necessary to enable them to submit responsive bids. The
specifications, including the evaluation criteria and weightings, must be determined upfront
as indicated in Chapter 13 above (Determining Evaluation Criteria), as bids may only be
evaluated according to the criteria stipulated in the bid documentation. Bid documents must
be drafted with care and precision so as to reduce the risk of legal challenge by unsuccessful
bidders and avoid unintended consequences.

16.2 EVALUATION CRITERIA IN BID DOCUMENTS

The bid documents must make it clear that, Gwhere 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 (Prequaliflcation criteria)

Indicate Prequaliflcation Criteria, if any.

c) Threshold
(i) Indicate that there are thresholds that have to be met before a Bidder can

proceed to further evaluation in the following order: Local
Content/Production threshold if applicable, SD/B-BBEE threshold and
Functionality (Quality) threshold.

(ii) State what these thresholds are, as well as the minimum score that has to
be met to pass the threshold.

(iii) The RFP may also state that if no Bidders pass a particular threshold, or if
only one bidder passes the relevant threshold, then in the interests of
promoting competitiveness and cost effectiveness, Transnet reserves the
right to lower the threshold by a certain pre-determined percentage. This
must be clearly specified in the RFP, provided it is in Transnet's best
interests to do so and there is concurrence between the end user and the
CPO.

(iv) Kindly note that since the LC thresholds are laid down in terms of
legislation, the lowering of such minimum thresholds as determined by the
DTI is not allowed, and bidders who fail to meet the laid down minimum
thresholds for LC, will be disqualified.

6 This is the default position but will not necessarily be applicable in all instances, e.g. low value transactions or
approved list purchases where the quality of the product has already been pre-approved.
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16.2.2 STAGE 2

a) Evaluation criteria

The RFP must specify all the evaluation criteria which will be taken into account
in evaluating the bid and how such criteria will be evaluated. The weighting of
each criterion must also be disclosed in the RFP document. Typically this would
include the following:

(i) Quality

(Quality is normally included only as a threshold in Phase 1. However, where
Quality is of critical importance, it may be included as an evaluation criterion
again in Phase 2)

Include Quality criteria as discussed in Chapter 13 (Determining Evaluation
Criteria), If interviews, presentations or site visits are required in order to
assess Quality, this should be stated in the RFP. The specific purpose and
outcomes of the interviews, presentations or site visits and the associated
scoring should also be included.

(ii) Price

The following issues are frequently included in price to assess TCO:
• Installation costs
• Warranties

• Service and maintenance costs
• Operating supplies
• Storage costs

• Commercial discounts
• Incoterms
• Price adjustment conditions

• Exchange rate fluctuations
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.

(iii) Supplier development

The SD criteria that were developed during the planning phase should be
incorporated in the bid document. These typically include a combination of
the following:
• Industrialisation
• Capability and capacity building
• Technology transfer/ sustainability

• Skills development
• Job creation/ preservation
• Small business promotion
• Rural devetopment/upliftment and regional integration
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Civ) Preference (B-BBEE)

The preference criteria that were developed during the planning phase
should be incorporated in the bid document. These typically include a
combination of the following:

• Standard B-BBEE criteria, as per B-BBEE scorecard;
• Minimum B-BBEE thresholds;
• Further Recognition Criteria (Current)

o Ownership;

o Management control;
o Employment equity;

• Further Recognition Criteria (Future)

o Ownership;

o Management control;
o Employment equity;
o Preferential Procurement; and
o Enterprise development.

These could differ on a case-by-case basis depending on the specific
market, and what Transnet's expectations and objectives for that particular
market are.

(v) Financial stability (if applicable - see paragraph 13.2.6)

This will be evaluated using ratios based on Bidders' audited financial
statements.

16.2.3 Alternative Bids

The RFP should indicate clearly if Alternative Bids would be accepted. If Alternative
Bids are acceptable, the RFP must state that an Alternative Bid will only be
considered if a Bidder also submits a main offer strictly in accordance with all the
requirements stated in the RFP. Such alternative bids will be evaluated as separate
bids and included in a schedule that compares the requirements of the RFP with
the Alternative Bid that is proposed.

In instances where the RFP did not invite alternative bids, alternative bids will as a
general rule not be considered, as that could prejudice bidders who did not provide
alternative bids and also on the basis that the RFP did not state clearly that
alternative bids will also be considered. The CFST therefore has to consider this
aspect carefully when preparing the bid documents.

16.3 TIMEFRAMES

16.3.1 Submission of Bids

Suppliers should have sufficient time to prepare and submit Bids. Below are
guidelines to determine the minimum timeframes:

a) Off-the-shelf type of purchases: a minimum of two weeks 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.

c) When international responses are anticipated, more than 3 weeks should
be allocated to ensure a sufficient response.
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16.4 VALIDITY PERIOD

The validity period must allow ample time for the evaluation, drafting of the recommendation
and approval by all the necessary governing structures for each bid. Unless circumstances
require a longer or shorter period, bid documents must state that the Bids must hold good
for at least 90 days from the dosing date.

16.5 ESSENTIAL REQUIREMENTS IN BID DOCUMENT

The standard RFX template, available on the iSCM Transnet intranet, must be used when
Goods and Services are procured.

16.5.1 Inclusions

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

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

b) Manner and place for the submission of proposals.

c) Deadline for submission of proposals.

d) Validity period of submitted Bids.

e) Bid reference number (see paragraph 17.1.1).

f) Instructions for preparing Bids.

g) Consecutively indexed and numbered pages of the bid documents in order that
both Bidder and contract administrator can easily check the completeness of the
bid document.

h) The rules governing communication between the Bidder and Transnet during the
bidding process.

i) The name and contact details of the Transnet employee who is authorised to
communicate directly with and to receive communications directly from suppliers
in connection with the bid invitation, including clarifications of the bid.

j) An indication as to whether or not Transnet intends to convene a compulsory
briefing session.

k) General terms and conditions of contract.

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

m) Any criteria required by other applicable legislation.

n) Obligation on Bidders to declare any conflict of interest they may have in respect
of the Bid that is to be submitted. In particular, Bidders must state whether they
have any personal or business relationship with any employees or directors of
Transnet.

o) An indication of whether or not suppliers are permitted to submit proposals for
only a portion of the goods/services to be procured and if so, a description of
the portion(s) for which such proposals may be submitted. Bid documents must
be specific as in certain instances Transnet may require that the whole contract
be completed by the same contractor in order to establish responsibility.

p) Bid documents must state that Transnet reserves the right to accept a complete
Bid, even if it is not the lowest, provided it is in the best interest of Transnet.

q) Whether the process may involve negotiations.
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r) Anticipated date(s) for starting delivery and/or completion of delivery of the
Goods/Services.

s) Conditions regarding shipping, if applicable.

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

u) A notice to Bidders that Bids must be submitted by the Bidder in a sealed
envelope. The envelope must indicate the bidder's name, a contact person and
details, the bid number, the subject and closing date, time and venue so that
there is no need to open the document and risk the possibility of prices being
leaked.

v) Terms of payment.

w) Where Bidders are required to insert prices on price lists supplied by Transnet,
they must be advised to delete items for which they do not wish to bid if they
have this option. If the price has been included elsewhere in the price list, this
must be indicated. After Bids have been opened, Bidders may not supplement
their original offer if it was incomplete.

x) A list of the required returnable documents, e.g. tax clearance certificates,
industry-specific certificates, etc. The list should indicate clearly which
returnable documents must be submitted by the closing date, failing which
bidders will be eliminated.

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

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

aa) A space on each page where the Bidder has to append his signature plus name
of company and company stamp.

bb) A certificate of acquaintance with the RFP documents, as well as a certificate of
attending a compulsory site inspection/tender briefing session.

16.5.2 A CD containing pricing spreadsheets may be requested in order to simplify the
copying of information for comparison purposes. This CD should be supplementary
and should contain no information that is not in the hard copy of the Bid
submission.

16.5.3 Transnet's Disclaimers

The standard RFP documents should state that Transnet is not committed to any
course of action as a result of its issuance of the RFP and/or its receipt of a proposal
in response to it. The RFP should also state that Transnet will not be bound by an
interim step in the procurement process such as the selection of a preferred bidder/s.
In particular, Transnet reserves the right to:

a) modify the RFP's goods/services or other terms and conditions and request
respondents to re-bid on any changes;

b) reject any proposal which does not conform to the detailed instructions and

specifications;

c) disqualify proposals submitted after the stated submission deadline;

d) not necessarily accept the lowest priced proposal;

e) reject all proposals, if it so decides;
0 award a contract in connection with the RFP at any time after the RFP's closing

date;
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g) award only a portion of the proposed goods/services which are reflected in the
scope of the RFP;

h) split the award of the contract between 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, Transnet's standard terms and conditions must be used.
Please note that a standard contract template has been prepared for Market Demand
Strategy related projects. For any additional terms and conditions, a schedule
detailing these must be added to the standard terms and conditions. The reason for
this is that the terms and conditions that accompany the RFP document will become
the terms and conditions of any master agreement that is concluded with a supplier
in terms of the RFP.

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

Once the bid documentation has been compiled, the bid document must be reviewed
and signed off as correct by the CPO or person to whom the power has been
delegated, as a quality control measure. Once this sign-off has been obtained the
media advert must be approved by Group Communications in terms of extant
instructions issued by that office, before adverts may be placed in the media.
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CHAPTER 17 : BID ADMINISTRATION
(issue, receipt, opening of bids and communication)

Phase 1

Phase 2

\ y
Phase^H

Phase 4

Issue of bids

Receipt and safeguarding of bids

Opening of bids

Amendments and communication after dosing date

Figure [28] - Four phases of bid administration

Issue of bids

17.1 PHASE 1: ISSUE OF BIDS

17.1.1 Bid reference numbers and short descriptions

At this stage in the process, the RFX document, the evaluation criteria and
weightings, the evaluation methodology, as well as the going to market strategy has
already been signed off by the person or governance structure with the appropriate
DoA.

Prior to advertising, each RFX must be issued with a business-unique consecutive
number. The issuing of RFX numbers must be controlled by a responsible person.
The RFX number must clearly indicate the following:

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

• the entity which issued the bid;

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

• a specific digit/character can be allocated to indicate whether a bid will close at
the AC or at Regional/depot level e.g. BID NO: TPT/CT/11/01/138/CIDB; and

• following the unique number, a short description of the requirement must be
added, e.g. "CONSTRUCTION OF NEW ELECTRIC SUB-STATION AT THE
CONTAINER TERMINAL AT PIER NO 2, PORT OF SALDANHA".

17.1.2 All notices and adverts to be issued in the name of Transnet SOC Ltd

All documentation relating to bids shall be issued in the name of Transnet SOC Ltd
and shall be published (advertised) in the Republic of South Africa,(nationally and/or
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regionally), and abroad if necessary. The name of the relevant OD requiring the
service shall be clearly indicated, e.g. Transnet Freight Rail, a Division of Transnet
SOC Ltd (Reg. No. 1990/000900/30). The rationale for issuing notices in the name of
Transnet is 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 informed by Group Communications guidelines.
This format must be used for all Advertisements, and can be obtained on the
Transnet Intranet.

The advert should be as short as possible but nevertheless should contain all relevant
information. Notices and Advertisements calling for Bids must include the following
information pertaining to the collection and lodging of bid documents:

• RFX number;

• brief description of the goods / services required;

• where the prescribed forms may be obtained and the cost to purchase them (if
any) and the closing date for collection of bid documents;

• closing date and time for submission of the bid document;

• place where Bids must be lodged;

• information pertaining to site inspections or pre-bid briefing sessions;

• contact person's business address, telephone/fax number and email address;
and

• details of Transnet's fraud line.

17.1.4 Bid document fees

a) A Manager with the necessary Delegated Authority for a particular contract may
decide, at his/her own discretion, that a non-refundable fee be charged to
Bidders for bid documents. This fee must only reflect the administrative costs of
preparing and issuing the bid documents. The price to be charged for the bid
documentation must be stated in the advertisement and invitation to bid. The
decision to charge a document fee must be taken with circumspection as small
companies may be unfairly excluded from the process due to the prohibitive
costs of the bid documents.

The following guidelines (though not prescriptive) may be used at the discretion
of the Manager, to determine a fee for bid documents:

TABLE 18

Value of bid

<R2million

R2million to <R5 million

RSmillion to <R10 million

RlOmillion to <R35 million

>R35 million

Bid fee (guideline)

no charge

R250

R500

R750

R1000 or higher (discretion of CPO)

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

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

d) The finance office must ensure that the RFX number is clearly reflected on the
receipt. Bid documents may only be issued to Bidders producing a valid original
receipt clearly indicating the relevant RFX number. A copy of the receipt with the
signatures of the issuing officer and the Bidder who purchased the document
must be kept on the appropriate file. A copy of this documentation must be sent
to the Secretary of the AC before the closing date.

17.1.5 Publication of notice / advert

a) The notice/advert must be published on or before the day of issuing of the bids.
Bids may be published in the appropriate media for the Goods/Services being
procured, e.g. trade magazines, newspapers which are distributed locally or
wider, in electronic bid bulletins, other media which specifically targets specific
markets or small business enterprises, whichever is best suited to reach the
potential Bidders.

b) Copies of the notice and prescribed forms shall be furnished to the AC
secretariat if the bid is expected to 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.

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

17.1.6 RFX Issue Register

The following important information pertaining to aj| bid documents issued must be
entered into the RFX Issue Register, which is compiled by the RFX Issuing Office:

• RFX number and description;

• receipt number and date of purchase if a bid document fee was charged;

• document number e.g. 'Document 3' sold to 'Potential Bidder x';

• name and contact particulars of person who collected documents;

• bidder's (company) name; and

• closing date.

A record must be kept of all the names, contact particulars of the persons or
enterprises to which bid documents have been issued, as well as the document
number sold to the potential Bidder. This is necessary in case there is a clarification
or amendment, and all Bidders need to be informed.

17.1.7 Queries from bidders / amendments before the closing date

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

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.

The disclosure of information to potential Bidders by the contact person must be
made with circumspection. For example, it would not be allowed to provide potential
Bidders with information such as budget amount approved, names of previous
respondents, prices paid on previous contracts, number of bid documents issued to
date, etc.

17.1.8 Amendments before the closing date

a) Transnet is entitled to amend any bid condition, validity period, specification or
plan; or extend the closing date before the closing date, or in the case of a
compulsory briefing session, before the scheduled session.

However, such amendments or extensions must be advertised and/or all Bidders
who obtained bid documents must be advised in writing per fax or email of such
amendment or extension a minimum of three Working Days before the
scheduled date. The new closing date and time must be 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.

17.1.9 In the event of a Material Amendment to the specification or scope of work, to
which other new Bidders could possibly respond, the bid must be cancelled and a
revised RFX must be advertised. This would give all other potential Bidders the
opportunity to respond. This can only be done after approval by the person who
signed off the RFX document (refer paragraph 16.6 above), has been obtained. The
cancellation must be advertised in the relevant media. If the cancellation and
reissue happen simultaneously, they may be advertised together where the re-issue
makes reference to the cancellation.

17.1.10 Compulsory Site Inspection / Briefing Sessions

a) A compulsory site inspection or briefing session has to be held in cases where it
is necessary for the Bidders to view the site in order to prepare their Bids, or
where Transnet deems it necessary to provide Bidders with further information
to allow them to complete their Bids properly.

b) If a compulsory site inspection/briefing session is convened, minutes of the
meeting must be recorded together with an attendance register. The minutes
must include the queries/requests raised for clarification at the meeting,
together with the responses to those requests without identifying the sources of
the requests. 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. The minutes must be forwarded to all Bidders who
attended the meeting so as to ensure that the same information is provided to
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all Bidders. This would enable the Bidders to take the minutes into account in
preparing their Bids.

c) Bidders are obliged to attend scheduled compulsory briefing sessions, as failure
to do so will result In disqualification of the Bids. The bid notices must clearly
indicate this. Discretion must therefore be exercised in deciding whether or not
a compulsory site inspection or briefing session is absolutely necessary.

d) If a compulsory briefing session is not considered absolutely essential,
consideration could be given to having a non-compulsory briefing session. In
such instances, attendance at such a meeting would be on a voluntary basis.
The RFX documents must clearly state this. The RFX should also state that
Transnet will not be held responsible if any Bidder who did not attend the non-
compulsory session subsequently feels disadvantaged as a result thereof.

e) Latecomers to any briefing session will be allowed to attend. However, no
information will be repeated for the benefit of latecomers. They must be advised
that the information will be made available to them by means of the minutes of
the briefing session. The minutes will be made available to all attendees who
completed the attendance register. Details of latecomers (e.g. company name
and names of their representatives, as well as approximate time of (late) arrival)
must be recorded on the site register, so as to ensure that Transnet's interest is
protected.

17.1.11 Electronic issuing and receipt of Bids

ODs may at their discretion, and provided that they have introduced sufficient
controls to prevent abuse, make use of electronic technology to:

• advertise bids electronically (e.g. website);
• issue bid documents electronically;
• enable electronic payment for bid documents where applicable; and/or

• receipt of Bids electronically.

This will only be allowed provided that the following basic requirements are
complied with:

a) Potential Bidders who are not in a position to access electronic media must also
be accommodated;

b) There is an option for potential Bidders to obtain either electronic or hard copies
of the bid document;

c) Where applicable, bid documents must be paid for, irrespective of whether the
bid documents are obtained in hard copy or electronically;

d) Appropriate measures must be taken to protect electronic versions of the bid
document;

e) Bids must be received in a controlled environment, and may only be accessed
/downloaded from the dedicated 'Electronic Tender Box' (ETB) after the closing
date and time;

f) The ETB should be able to send an automated acknowledgment confirming date
and time of delivery;

g) There should be a backup system in case of server failure;
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h) The ETB may not accept late Bids. A Bid is late if it is received at Transnet after
the closing date and time. Bidders must be advised that server issues outside of
the Transnet electronic environment will not be considered as a reason for
acceptance of late Bids.

i) The ETB should be able to send a message to the sender to inform him/her that
the 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 closing on different dates;

I) It will be allowed to receive scanned original documents e.g. Tax and BBBEE
certificates; Transnet may however at its discretion decide to subsequently call
for hard copy certified originals if deemed necessary.

m) Documents must be write protected; and

n) There must be no file size constraints with regard to mail attachments.

Receipt and safeguarding of bids

17.2 PHASE 2: RECEIPT AND SAFEGUARDING OF BIDS

The RFX document should dearly indicate what must be stated on the outside of the
sealed envelope containing the Bid. Refer to paragraph 16.5. lu) in Chapter 16 on Bid
Preparation.

17.2.1 Bids are to be lodged are 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 clearly
indicate to whom the Bids are to be addressed, the closing venue, date and
time.

c) If upon receipt it is found that such Bids do fall within the AC's jurisdiction, they
are to be dealt with in exactly the same manner as if it had closed at the AC.
The award of such business must be referred to the AC for consideration in the
normal manner, together with an explanation as to why the bid did not close at
the AC.

d) Under no circumstances should such bids be cancelled and re-issued.
Furthermore, condonation is not required.

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

0 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 shall be fitted with two locks, and the keys shall be kept
separately by two nominated officials. No single person must be allowed to open
a tender box on his/her own. Both officials shall be present when the box is
opened on the stipulated closing date and time.

17.2.2 Unsealed Bids/Bids 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 of possible manipulation of
the process. However, such Bids should not be summarily disqualified.

17.2.3 Receipt of quotes via fax or e-mail

a) No Bid received by e-mail or fax must be considered unless the bid document
specifically provides for it.

b) Where the bid document specifically provides for the receipt of Bids via e-mail or
fax, provision must be made in the bid document to indemnify Transnet against
any claims which may arise as a result of a Bidder not being able to transmit
his/her quote to Transnet for any reason whatsoever before the closing time.

c) Faxed or e-mailed offers must be received by a person who has not been
involved in the development of the bid documents and/or will not be involved in
the evaluation of submissions.

d) Strict control measures must be exercised over fax machines used for the
receipt of low value Bids. Once received, the person responsible for receiving
the Bids must seal the respective Bids in separate envelopes and keep them in a
controlled environment until the closing date.

e) On the closing 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.

17.2.4 Late Bids
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a) Transnet will not accept any late Bids. A Bid is late if it is not placed in the
relevant Tender Box or delivered by hand by the bidder or his courier to the
relevant responsible person indicated in the bid document by the closing time
for such bid. A late Bid shall 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:-

• If Transnet was solely to blame for his Bid being late e.g. a labour strike
action in front of the building, or an evacuation drill effectively denying the
bidder access to the tender box;

• In cases where only one Bid is received and such Bid is received late. In
such cases, no prejudice is suffered by anyone if the late Bid is accepted.
Consideration must, however, be given to whether the process could have
been manipulated to favour the one and only late Bidder.

• Late responses on a RFI process where the purpose of the RFI was merely
to gauge what is available in the market, or to compile a specification; and

• Where the Bidder provides compelling reasons for being late, indicating
that the lateness of the submission is not due to any fault or bad 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.

Phase 3
Opening of bids

17.3 PHASE 3: OPENING OF BIDS

17.3.1 Time and manner of opening of bids
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a) Bids shall be opened promptly after the deadline for the receipt of Bids, or as
soon as possible thereafter.

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

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

17.3.2 Stamping of Bids

a) An employee shall date stamp the Bid and all attachments to the bid document
to signify that such documents were part of the original bid document. Bids
must be numbered in the sequence in which they have been opened and the
words "and last" must be endorsed on the last Bid. Where only one Bid has
been received, the words "and only" must be endorsed on such Bid.

b) Where Bidders are required to insert prices on price lists supplied by Transnet
and prices have not been inserted in all the relevant spaces on the forms or
have not been deleted by Bidders, such spaces shall be stamped "no price" by
the employee who opens the Bids. All pages indicating prices, delivery times,
special conditions, etc., that will be regarded as crucial during the evaluation
process must be stamped and initialled by the opening official.

c) Likewise, in instances where the Bidder has deleted prices and inserted new
prices, or where prices have been corrected with correction fluid, the opening
official must endorse the correct amount in words, initial next to it, make a copy
of the relevant page, and retain it on the bid file. When the matter eventually
serves at the AC for the award of the business, the AC Secretary must verify
that Bid prices or other crucial information have not been tampered with.

d) Where Bidders were requested to submit their Bids in duplicate (or more copies)
all duplicate documents must be stamped "Duplicate" on the cover page after
the opening official has verified that all the 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
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.

Phase 4
Amendments and communication after closing date
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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
after the closing date of a bid. However, all parties who obtained bid documents and
submitted valid Bids must be advised thereof in writing by fax or e-mail and be given
the opportunity of bidding on the amended basis by an extended closing date and
time. Proof of such written communication must be kept for record purposes. Bidders
who did not submit valid Bids (e.g. submitted their Bids late, or who did not attend
the compulsory briefing session/site inspection) cannot participate in the extended
invitation. Authority for such communication must be obtained and is dealt with in
paragraph 17.4.3.d) below.

In the event of a material amendment to the specification or scope of work, to which
other new Bidders could possibly respond, the RFX must be cancelled and a revised
RFX must be advertised. This would give all other potential Bidders the opportunity
to respond. This can only be done after approval had been obtained from both the
person who signed off the RFX document (refer paragraph 16.6 above), and the
relevant AC. The cancellation must be advertised in the same media where the initial
advert was placed. If the cancellation and reissue happen simultaneously, they may
be advertised together where the re-issue makes reference to the cancellation. In
such instances it will not be necessary to obtain AC approval for a non-award as this
will delay the matter unnecessarily at this critical stage. However, full details of this
'intervention' must be disclosed to the AC when the final award of business
recommendation is made. Also refer to paragraph 17.1.8(c) in this regard.

17.4.2 Extension of validity periods

If a bid cannot be evaluated and awarded within the stated validity period, a
motivated request for an extension of the validity period should be made to the
appropriate AC to request an extension of the validity period. This request should
explain the reasons for the delay, and include the revised timeline for the completion
of the bidding process.

NB: Validity periods must be extended BEFORE expiry. Bids in respect of which the
validity periods have already expired cannot be revived. In such instances the
process must be started afresh after having obtained the necessary AC approval for
the non-award of the expired RFP.

If an avoidable delay occurs with adjudication, Bidders must be requested to extend
the validity period of their Bids on the same terms and conditions before the expiry
of the validity period. In such instances, Bidders will not be allowed to change any
aspect of their Bid, unless they are able to demonstrate that the proposed change/s
is as a direct and unavoidable consequence of the extension of the validity period
e.g. price changes due to changes in the market which have impacted major cost
components of their price. If a need arises to extend the validity period of the bid,
this must be done BEFORE the validity date expires since a bid process automatically
terminates on the validity date unless timeously extended,

17.4.3 Communication after the closing date

a) After the closing date of a bid (i.e. during the evaluation period) a Bidder may
only communicate with the chairperson and the secretary of the relevant AC.

b) No communication relating to the specific bid is allowed between a Bidder (or
any other party who has an interest in a bid), and any employee of Transnet
after the closing date and before award, except as provided for in paragraph
17.4.3 (c) below. Every case of unauthorised communication must immediately
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be reported to the Chairperson of the AC. The Bidder that is associated with an
unauthorised communication may be disqualified from the process.

c) 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 claims of an unfair
bidding process.

d) The chairperson, the secretary of the AC, or the Manager with the delegated
power, may subject to the provisions of paragraphs 17.4.3e), f) and g) below,
authorise an employee in writing (including by fax or email) to communicate
with a Bidder after the closing date for the purpose of:

(i) Explaining and verifying declarations made in Bid response;

(ii) Confirming that a quoted price is correct, or requesting a breakdown of
the pricing without altering the price;

(iii) Confirming technical particulars and the compliance thereof with
specifications;

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

(v) Requesting an explanation for an unreasonable price increase when it is
compared with a previous price and the interim movement of a relevant
price index;

(vi) Clarifying delivery times, quantities, etc;

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

(viii) Clarifying any other commercial aspect;

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

(x) Requesting presentations by all Bidders. If only certain shortlisted Bidders
are invited for presentations, the relevant AC's prior approval of the
shortlist must be obtained.

(xi) Requesting returnable documents erroneously omitted from the original
Bid.

e) During communication after the closing date, no change in a matter of
substance of the Bid, including changes in price, terms or changes aimed at
making an unresponsive Bid responsive must be sought, offered or permitted.
Also note that the 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.

Chapter 17. Eid Administration p^e 130 cf 202

August 2012

0078-0970-0001-0213

TRANSNET-REF-BUNDLE-04876



566

FOR INTERNAL USE ONLY PROCUREMENT PROCEDURES MANUAL

f) 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 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) are to be kept on the appropriate files as
part of the record.
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CHAPTER 18 : EVALUATION AND RECOMMENDATION

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.

Stepl

Step 2

Step 3

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

Preparation for evaluation
Constitute an evaluation committee
Sign Declaration of interest / Confidentiality agreements

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

Evaluation of the bid against pre-determined criteria
Study bid responses against the criteria listed 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 a comparative basis
Capture the scores of each bid against all criteria
Submit completed score sheets to chairperson of evaluation committee for averaging
Moderate outlying scores

Final evaluation
Eliminate bidders who did not make all the relevant thresholds
Populate the relevant automated scorecard, based on Method 1 or Method 2

Recommendation
Prepare TEAR report containing recommendation to the AC
Record proper minutes of all the proceedings

Figure [29] - 6 Steps for Bid Evaluation

Test for administrative responsiveness
Procurement conducts test for administrative responsiveness
Hiehliehu non-rpsonnsive bids for ron <\ rip ration and ratification bv evaluation

18.1 TEST FOR ADMINISTRATIVE RESPONSIVENESS

18.1.1 Test for Responsiveness based on returnable documents submitted and
signatures on the Bid documents:
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a) Check the Bid document to see whether all returnable documents called for in
the bid documents and which are required for evaluation purposes and/or
incorporation into the contract have been received.

b) The RFP must clearly identify those material returnable documents which must
be submitted upfront with the bid submission. If any such mandatory
returnable documents are not provided upfront, the bid must be regarded as
non-responsive e.g. tax clearance certificate, etc.

c) Certain other returnable documents, although essential, may not result in
automatic elimination if not provided upfront. In such instances, a reasonable
grace period (about 5 Working Days) may be afforded to the Bidders to supply
the required documents. If the Bidder does not provide the document(s) by
the end of the grace period, the Bid(s) must be regarded as non-responsive.

d) A third category of returnable documents are those that are required from an
administrative perspective but which are not material or essential to the bid
e.g. a completed Vendor Application Form. The failure to submit such
documents for the purpose of evaluating and awarding the business will not
result in the bid being regarded as non-responsive, but could be requested at
a later stage.

e) If a Bidder had omitted to sign certain pages of the Bid documentation, he/she
may be requested to do so within a reasonable period of time (about 5
Working Days). If the signature is not provided within the timeframe provided,
the Bid must be regarded as non-responsive.

18.1.2 A schedule must be drawn by Procurement to indicate whether the Bids received
are administratively responsive or not, and the efforts expended to obtain any
outstanding information (see example in Figure [30] below):

Returnable Document Comparative Schedule (add fields for all returnable documents)

RFX Number

Correctly
Receded Tax

by AC Clearance
Bidder Secretary Certificate

Yes/ No

Yes / No

Yes / No

Yes / No

Yes / No

Yes/ No

Yes / No

Yes / No

Yes / No

Yes / No

VAT
Registration
Certificate

Yes/ No

Yes / No

Yes / No

Yes / No

Yes / No

PSIRA

Yes/No

Yes / No

Due date
(or responses

after grace

Certificate period

Yes / No Dal

Yes / No Dai

Yes / No Da1

Date

Docs
received

date

Returnable
Documents
outstanding

after due
date

Bid
responsive

Indicate
Yes / No outstanding Yes / No

documents

Indicate
Yes /No outstanding Yes / No

documents

Indicate
Yes / No outstanding Yes / No

documents

Indicate
Yes / No outstanding Yes / No

documents

Indicate
Yes / No outstanding Yes / No

documents

Figure [30] ~ Schedule to record Bid compliance

Preparation for evaluation
Constitute an evaluation committee
Sign Declaration of interest / Confidentiality agreements

Chapter 18: Evaluation and Recommendation

August 2012

Page 134 of 202

0078-0970-0001-0217

TRANSNET-REF-BUNDLE-04880



570

FOR INTERNAL USE ONLY PROCUREMENT PROCEDURES MANUAL

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
of the particular goods/services being procured. As a guide, evaluation committees
should be determined as follows:

a) Low complexity evaluations

There are very limited criteria for consideration due to the absence of
complexity. Typically, criteria can be assessed through a 'yes' or 'no' question.
There must be at least two members on the committee - one from the
procurement department and the other from the user department.

b) Complex evaluations

Where a number of criteria are evaluated on a weighted point system method,
the evaluation committee should be cross-functional and should be composed
of procurement personnel and officials from the department/s requiring the
goods/services.

There must be at least three members, one of which must be a subject matter
expert. When it is deemed necessary, independent experts may also be invited
to a bid evaluation committee in an advisory capacity.

It is recommended that the people who serve on the CFST do not also serve
on the bid evaluation committee. Only if separation of duties is not possible
due to a lack of resources/expertise, may the CFST and the evaluation
committee be allowed to have the same membership. If the same people
served on both the CFST and evaluation committee, this must be recorded in
the minutes, and be disclosed to the relevant AC.

c) Highly complex evaluations

A properly appointed multi-disciplinary evaluation team must be utilized. The
evaluation committee may comprise sub-committees. Each sub-committee
must be composed of at least 3 or more specialists in that field of expertise. A
sub-committee will evaluate Bids only in the field that they are tasked with,
e.g. Quality, commercial, SD, preference, etc.

(For bids falling within the threshold for High Value Tenders also refer to the High
Value Tender Process available on iSCM Transnet Intranet).

18.2.2 Declaration of Interest / Confidentiality

a) Prior to commencing with the evaluation all members of the evaluation panel
must sign a Declaration of Interest form, indicating whether or not they have
an interest in the particular bid or any of the Bidders. Also refer to the Code of
Ethics (paragraph 5.5 above) for further information on Declaration of Interest.

b) Information relating to the evaluation of Bids shall not be disclosed to suppliers
or to any other person not officially involved in the evaluation or adjudication
process. A confidentiality agreement must therefore be signed by all members
at the start of every meeting of the evaluation committee.
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18.2.3 Setting the ground rules for evaluation and rules of conduct

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

a) Confirm whether Method 1 or 2 will be followed as well as the weighting per
category and thresholds as set out in the RFP (See Chapter 13 - Determining
Evaluation Criteria).

b) Confirm whether scoring will be done in terms of a desktop evaluation only, or
whether it will also include site visits, presentations and/or interviews. This
should be indicated in the RFP;

c) Validate scorecard, including the prompts for judgment;

d) Members of the evaluation committee must score each Bid individually, i.e.
each member must score every Bid without consulting any other members;

e) Thereafter, the raw scores given by each evaluator in respect of every criterion
and sub criterion are populated onto a comparative score sheet;

f) The Chairperson of the evaluation committee identifies any numerical outliers
(if any) and follows a process of moderation;

g) After moderation, the scores given by each of the evaluators in respect of each
Bidder are averaged and allocated per Bidder;

h) The weightings for each criterion and sub criterion are then allocated against
the average score for each Bidder, to determine the final weighted score per
Bidder.

18.2.4 Rules of Conduct

a) Consistency throughout the whole bid evaluation process is essential. All
members of the evaluation team must evaluate all the bid responses. This also
entails having a kick-off meeting where the entire evaluation team is present
and all aspects of the evaluation process is agreed upon to ensure that
everyone is aligned.

b) Although it would be ideal, the evaluation of all bids need not necessarily be
completed at one sitting of the CFET.

c) It is important that all members are present at the moderation session, be it in
person or via teleconference. All members must sign off on all the relevant
score sheets, including the final automated scorecard (previously known as the
B-BBEE scorecard)

d) Minutes must be kept of all decisions and important deliberations taken at
each meeting of the evaluation team.

e) Document security must be maintained at all times.

18.2.5 Evaluation criteria
Bids may only be evaluated in accordance with the criteria specified in the bid
documentation (such as specific returnable documents, pricing, quality, commercial,
SD, preference, financial stability, etc.).
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a) In cases where an evaluation criterion was unclear and it resulted in divergent
and incomparable responses being received from the Bidders, the criterion
should be clarified and sent to all Bidders. They will then be required to
resubmit Bids only in respect of such amended criterion/criteria.

b) In cases where a critical factor was not included in the evaluation criteria, an
addendum to the RFP should be issued and sent to all Bidders to provide
information pertaining to the additional criteria. The CPO must approve the
inclusion of the additional criteria as well as the amendment to the RFP.

c) However, if the required clarity in respect of a) above or the introduction of
new criteria in respect of b) above, introduces a substantive change to the RFP
then, in the interest of fairness, an amended RFP should be issued by issuing a
new tender to the market.

Test for substantive responsiveness
Evaluation committee confirms results of initial administrative test for responsiveness
conducted bv Drocurement and conducts test for substantive resoonsiveness

18.3 TEST FOR SUBSTANTIVE RESPONSIVENESS

The evaluation committee is required to confirm the result of the administrative test for
responsiveness undertaken by Procurement.

A Bid is substantively responsive if it conforms to all the terms, conditions, scope and/or
specifications of the bid documents without material deviation or qualification. A Bid is
regarded as substantively responsive even if it contains minor deviations that do not
materially alter or depart from the characteristics, terms, conditions and other requirements
set forth in the bid documents. Any such deviations must be quantified as far as possible.
These deviations must be considered during the evaluation and comparison of Bids.

Before evaluating the Bids, members of the evaluation team are required to:

18.3.1 Verify the names of the entities appearing on the bid documents against the
correspondence (copy of the bid register) received from the AC Secretariat (i.e.
check that only those Bids received through the Secretariat, are being
considered);

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

18.3.3 Check that each Bid reflects a consecutive stamped number, consistent with the
Secretariat's correspondence. (This normally forms part of the Secretariat's bid
date stamp).

18.3.4 Check that all pages of the bidder's covering letter (if any) and all pages
containing pricing, delivery and any other conditions, which may have a direct
influence on the evaluation process, have also been initialled by the Secretariat;

18.3.5 Check that the last (highest numbered) Bid also reflects the stamp "and last" (or
"and only", in respect of instances where only one Bid was received) on all its
pages; and

18.3.6 Any deviation from the above must be brought to the attention of the AC
Secretary. A memo explaining such deviation must be compiled by the Secretary
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and submitted to the evaluation team. Copies of this memo shall be kept on the
Secretary's file as well as the evaluation file. The memo shall also be included in
the AC agenda pack. The evaluation committee shall express an opinion on such
deviation in their final report to the AC.

18.3.7 Confirm the results of the initial test for administrative responsiveness conducted
by Procurement.

18.3.8 Reject Bids that do not pass the test for substantive responsiveness.

A Bid is considered substantively non responsive if it:

(i) does not contain pricing or response to any other crucial aspect stated in the
RFP document;

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

(iii) materially departs from the scope, or specification of the Goods/Services
requested; and

(iv) would affect the competitive position of other Bidders presenting responsive
Bids, if it were to be rectified.

Non-responsive 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.

Step 4

Evaluation of the bid against pre-determined criteria
Study bid responses agamsl the criteria listed upfront m 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
Submit completed score sheets to chairperson of evaluation committee for averaging
Moderate outlying scores
Apply relevant weightings to determine final weighted scores

18.4 EVALUATE THE BID AGAINST PRE-DETERMINED CRITERIA

Evaluate the Bid against pre-determined criteria using comparative schedules or score-
sheets as follows:

18.4.1 Ensure that the evaluation process is strictly aligned with the evaluation
methodology outlined in the bid documents, i.e. either Method 1 or Method 2 (see
Chapter 13 - Determining Evaluation Criteria). If certain Bidders have not met
the thresholds for Phase 1, no further scoring in respect of those Bidders takes
place in Phase 2.

a) Local Content

If the transaction falls within one of the designated sectors as determined by DTI,
and it was stated as such in the RFX document, Local Content/manufacture (LC)
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will always be evaluated as a first step, to determine whether such Bid complies
with the stipulated minimum threshold for that particular designated sector.
Bidders that do not meet the stipulated minimum threshold for LC do not progress
any further and are rejected at this stage. This applies irrespective of whether
Method 1 or 2 is utilised. The threshold as determined by the DTI is not
negotiable and bidders who do not meet the minimum set thresholds will be
disqualified and will not be evaluated any further.

b) Supplier Development/ Quality (functionality) and Preference

(i) Evaluating each Bid individually

Each member of the evaluation committee is required to study Bid responses
and record observations. The evaluator must first get an overall view of each
Bid. This is done by studying each Bid individually, and then comparing it to
the evaluation criteria.

The prompts that were provided for judgment or 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 evaluation of Bids shall be based on the information contained in Bid
submissions, and where relevant from interviews, presentations and site visits.
Bids should not be evaluated on the basis of speculation or the
personal knowledge or subjective experience which an evaluator has
of any particular Bidder.

The evaluator must record observations on the bidder's response to each
specific evaluation criterion on the score sheet. References to page numbers
should be added where applicable.

At this stage, no scoring is done.

Score-sheet 1 {Figure [31]below is used for such observations and is available
on the Transnet Intranet).

Sheet 1

RFPN-jTiber

Name of evaluation committee member

CRITERIA (Supplier Development

Va'«eof investmentin plant

3e d-jction in irrpo't leakage

Pctential increase in eocrt content

Number company employees to be tra.ned

Number of downstream sucply cha^n irdiv'duals to be trained

Certified training

Rand value en training to be soent in the industry

\ of planned procurement from QSEs

Workngscoresheet

(insert Rf P Number)

[insert name of evaluation committee member

BIDDER NO.1

V o r e COMMENTS

?

e

Q

t.-t -".r j^i

BIDDER HO.3

STDIT COMMENTS

1

/•
c

p

r

h

y-jti z:-r erTi :r r e

e . . - ; ' • ' t f t - ' i

BIDDER NO.?

Sfnr^ ff iMMrni?

t ( • « • ( - ' .f t * t - l c

Figure [31] - Score-sheet 1

(ii) Scoring

The next step is to allocate scores on Score-sheet 1 above. This is done by
scoring one evaluation criterion at a time for all Bidders. E.g. compare and
score the responses to 'Value of investment in plant' for all Bidders before
moving on to the next criterion.
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All scores must preferably be out of 10 (i.e. the 1 to 10 scale, although a 1 to
5 scale can also be used 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.

Sheet 2 Final memberscoresheet
RFP Number (Insert RFP Number)
Name of evaluation committee member (Insert name of evaluation committee member

CRITERIA (Supplier Development)

Value of investment in plant

Reduction in import leakage

Potential increase in export content
Number company employees to be trained

Number of downstream supply chain individuals to be trained

Certified training

Rand value on training to be spent in the industry

% of planned procurement from QSEs
Total

BIDDER NO. 1

Score

5

4

5

S

4

5

4

5

37

BIDDER NO 2

Score

7

6

6

8

5

6

7

6

51

BIDDER NO. 3

Score

5

5

4

5

4

3

S

4

35

BIDDER NO. 4

Score

7

6

6

8

7

8

7

6

55

Figure [32] — Score-sheet 2

(iii) Moderating scores

The Chairperson of the evaluation committee transcribes all the individual
members' scores from the respective score sheets (Sheet 2) onto the
consolidated score-sheet. (Score-sheet 3, see example {Figure [33]) below.
These scores should be regarded as provisional and subject to moderation.

In the event of significant variances in individual scores, the scores must be
moderated at the discretion of the Chairperson of the evaluation committee.
An outlying score/s should as a general guideline be determined where there is
a point differential of more than 4 points on the 10 point scale as compared to
the other scores. The outlying scorer (Nivan, in the example of Sheet 3 below)
must be asked to motivate his/her score(s). If the score can be rationally
explained, the score can remain unchanged. Other scorers should be afforded
the opportunity to reconsider their scores, in light of the explanation provided
by the outlier. If the outlier cannot rationally explain his/her score, he/she
must be asked to reconsider the score. If the outlier refuses to reconsider the
score, the chairperson of the evaluation committee may approach the AC
Chairperson for a ruling on whether the outlier should be replaced with a
different scorer or not.

The process followed with moderation of scores must be recorded in the
minutes of the evaluation committee. Any changes to a score sheet due to the
moderation must be countersigned by both the scorer and the Chairperson.
This should also be cross-referenced with the relevant minute/resolution.

(iv) Weighting scores

The following provides an explanation on how weighted scores are arrived at.
However, there is an automated score sheet available on the iSCM Transnet
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Intranet, where the weighted scores are automatically calculated based on the
raw scores.

Step 1
fne 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.

Sheet 3 Combined score sheet

RFPNumber (InsertRFPNumber)

CRITERIA [Supplier Development)

Value of investmentm plant

Reduction in import leakage

Potential increase in export content
Number company employeej to be tra.red

Numberof downstream supply chain mCvtduals to be t-a nad

Certified training

Rard valje o i tram ng to be spent in the industry

% of planned procurement from QSEs

Total

Bidder No. 1

Evaluation Member Scores

Nomhle

4

3

4
4

S

4

3

t

31

Thulani

5

4

5
5

4

5

4
!

37

Bill

3

4

3
4

5

4

4

3

30

Nivan

E

8

9
3

7

8

7

8

63

Average

5

4 75

5.25
5.25

525

525

4.5

4025

Bidder No. 2

Evaluation Member Scores

Nomhle

6

5

5
5

&

5

5

&

43

Thulani

7

6

6
3

5

6

7

6

51

Bill

7

5

6
5

7

6

6

47

Nivan

1

1

2
4

:

2

,

16

Average

5.25

4 25

4.75
55

525

4 75

t

45

39 25

Figure [33] - Score-sheet 3

Step 2
The Chairperson must now calculate the weighted scores against each
criterion to determine the total weighted score against each Bidder. (See
example in Score-sheet 4 - Figure [34] below)

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

Sheet 4 Final weights d scoresheet

RFP Number (Insert RFP Number]

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

54 of planned procurement from QSEs

Total

Bidder Number

No. l

Score

5

4 75

5.25

525

525

S.25

45
i

40,25

Weighted

':i j

5 25

2625

j ;

7>

50 375

No. 2

Score

75

6
6

3

5

6

7
5

50.5

We igh t !

£

5

3

7

75

65 5

No. 3

Score

4

5

4.5

55
4

3

5

4.5

35.5

Weighted

8

5

o

i!

4

:5

5

45.75

No. 4

Score

1

6

6

a
7

8

7

6

55

\'h ghted

14

6

h

• ;

69

Figure [34] - Score-sheet 4
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The total weighted score above represents the ranking of each Bidder in
respect of SD.

Note: The score for preference (B-BBEE scorecard only), together with the
score for SD determines the SD Threshold. See example h<=low, which
indicates how the SD score and the B-BBEE score according to recognition
level added together are used to determine the consolidated SD/preference
score for threshold purposes assuming a 60% threshold.

Bidder

Bidder No. 1
Bidder No. 2

Bidder No. 3

Bidder No. 4

Bidder No. 5

SD (50)
35

41.5

43.25

45

25

Scorecard
(50)
40

50

35

45

5

TOTAL
(100)

75

91.5

78.25

90

30 [Non-responsive - minimum threshold not met)

Figure [35] - Consolidated scorecard for SD /B-BBEE

18.4.2 Quality / functionality offer

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

As with the evaluation of the SD offer, the Quality/Functionality proposal must be
evaluated against the criteria as stipulated in the RFP. Repeat the process as
stipulated in paragraph b), utilising the Quality/Functionality criteria and component
weightings.

18.4.3 Preference

Preference is scored according to the B-BBEE scorecard only and the FRC criteria
(Current and Future) will only be used in the final evaluation stage.

Final evaluation
Eliminate bidders who did not make both the thresholds
Populate the relevant automated scorecard, based on Method 1 or Method 2

18.5 FINAL EVALUATION

One of two methods of evaluation may be used depending on what was stated in the RFX
document (Refer to paragraph 13.1).

18.5.1 Applying the criteria in Method 1

a) Method 1: Phase 1 (Refer paragraph 13.1.1 above)

All Bids which have failed to achieve the minimum qualifying threshold for LC
(where applicable), SD/Preference or Quality must be rejected. All Bids which
exceed the minimum qualifying threshold for quality are regarded as 'equally
technically compliant' irrespective of the margin by which they exceed the
threshold.
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All Bids that have achieved or exceeded the minimum qualification thresholds for
firstly, LC (if applicable), SD/Preference and Quality/Functionality proceed to
Phase 2. They must now be evaluated further in terms preference and SD for a
second time, as well as Price.

b) Method 1: Phase 2 (Refer paragraph 13.1.1 above)

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

(i) Score for SD

With regard to the evaluation of SD in this phase, no new evaluation takes
place. The points awarded to Bidders in Phase 1 for SD are simply weighted
and added to the weighted scores for preference and FRC both Current and
Future strictly in terms of the criteria as stipulated in the RFP document.

(ii) Score for Price

Before conducting a mathematical evaluation of price, a cognitive evaluation
will be conducted in order to determine the reasonableness of the price
quoted. All bidders will be required to provide supporting documentation
motivating their price e.g. complete a checklist indicating which aspects of
their bids have been quoted for. Such a checklist will be included as a
returnable document in Transnet tenders and will allow Transnet to conduct a
comparative analysis in terms of pricing. Bidders who fail to quote on all
Transnet mandatory requirements will be declared non responsive.

Next, select and utilise the automated scorecard for Method 1.

The following formula has been built into the automated score sheet to
calculate the score for price:

Pbtn
Ps= x W l

Pt

Where: Ps = Score for Bid under consideration
Pt = Comparative price of Bid under consideration
Pbm = Benchmarked price calculated using average price of

bids received less 10%
Wl = The percentage score given to price

Bidders with a price lower than the benchmark will be given an automatic
score of the full points allocated to price.

The method to calculate the benchmark against which all prices are evaluated
may be adjusted on motivation to and approval by the GCE.

A bidder's score for price must be added to the consolidated score for SD,
BBBEE and FRC. The Bid with the highest score must be selected unless there
are objective criteria other than the evaluation criteria that justify the award to
another Bidder. This discretion must be exercised sparingly. Examples which
would justify the award to a bidder other than the highest ranked bidder
includes instances where the highest ranked bidder has just been fined a huge
amount by the Competition Commission which impacts on its ability to deliver
on the contract; or notice has just been received from iSCM Governance that
the company has been placed on Transnet's List of Excluded Bidders.

Chapter IS: Evaluation and Recommendation Pane 143 cf 202

August 2012

0078-0970-0001-0226

TRANSNET-REF-BUNDLE-04889



579

FOR INTERNAL USE ONLY PROCUREMENT PROCEDURES MANUAL

Where two or more Bids have scored the highest equal points based on Price
and SD/Preference, the Successful Bid must be the one with the highest score
on preference.

Pricing Offer

All Bid pricing offers must be reduced to a common base in a comparative
schedule in order to facilitate a fair comparative analysis. In order to facilitate
a fair comparison between Bids, it is necessary to distinguish between the bid
price and comparative price as the Bid price may not include certain factors
impacting on cost. As stated in chapter 16 above on Bid Preparation, it is
necessary to provide all Bidders with a uniform pricing schedule to ensure all
Bidders include not only the base price, but all other factors that may influence
total cost of ownership (TCO). If a comprehensive pricing schedule is provided
by all Bidders, it will ensure that prices received are already on a common
basis. Failing this, Bidders must be asked to re-submit prices in accordance
with a clear pricing schedule; alternatively, prices must be reduced to a
comparative schedule as follows:

• Whether the cost of transport has been factored into the Bid price.

• Incoterm-related costs, i.e. all other transit-related costs in respect of
Goods supplied from abroad, must be added to the Bid price. These
include: inspection costs, freight and insurance (from the place where the
Goods have been offered to the destination where it shall be delivered),
landing charges, customs duties, import duties, wharfage, etc.

• Unconditional discounts must be subtracted from the Bid price, where
applicable.

• Other considerations which affect a non-fixed Bid price such as price
adjustment factors, currency, etc. that affect the prices over the full
period or part of the contract period.

• Time value of money where cash flow implications differ, e.g. when
upfront or staggered payments are required rather than a lump sum
payment at the end of the contract.

• Differences in Quality which can be expressed in monetary value, e.g. if
one bidder's brake blocks guarantees a 20% more useful lifespan than
another bidder's.

• Any other incidental costs which may arise from the acceptance of an
offer.

Any modification to the bidder's original Bid price due to the process of
reaching comparative pricing must be validated with the Bidder him/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
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• Arithmetical corrections

• Comparative prices

• Projected prices

• TCO adjustments

• Total comparative price

(iii) Score for Preference

Preference is scored according to the B-BBEE scorecard and FRC Current and
Future in the final evaluation stage.

EXAMPLE 1 (Automated score sheet in respect of Method 1)

BASIS FOR COMPARATIVE OFFER MFTHOPI PRi

Name ol
Tenderer •

Ranked lowest
10 highest

Price

BIDDER E

Financial Offer

(P)

NON-RESPONSIVE

Comparative

Offei
(Pm)

Points for
Financial
Offef (Ma*

60)

Points lor
SD (Ma*

20)

- Minimum threshold for SD and B8BEE n

BBBEE Level
of Contribution
(Level 1 lo 9)

I met

BB8EE Point
out of to

(scorecard
only)

Poinis
Tor FRC
(Mai 10)

Tola!
point out

of 100

Overall
Ranhing

Price, SD.
Function-
ality and
BBBEE

V. Premium
payable

Premium

payable In
Rands

BIDDER A

B1DOER B

BIDOER C

BIDDER O

R 119.000,000

R 120B37.221

R 122,8%. 753

R U0.9b5 412

R 119.000,000

R 119.000,000

R 119.000.000

R 119.000.000

60.00

59 07

53 04

48.92

14 00

16 67

17,30

18 60

Level .1

Le.e 1

Level -1

Le^ei i

8

13

7

9

f.

?

89,00

90.74

88.34

83.S2

2

1

3

4

D.00

1.54

3.27

18.46

R 0

R 1.S37.221

R 3.896.753

R 21,965.432

BIDDER A

31DDERB

BIDDER C

BIDDER D

BIDDER E

SDU'l)

14

16.G

17.3

18 6

10

Sco'ecard(iO)

8

10

7

9
1

TOTAL( 30}

22

26.13

2-i 3

27.ii

11

MINIMUM THRESHOLD FOR SD and BSBEE = 15, i.e 50%

(Non-responsive - minimum threshold nol met)

Figure [36]
From Figure [36] above, Bidder B becomes the Preferred Bidder as he has attained the highest
score out of 100. The recommendation to the AC will therefore be in favour of B (and not Bidder D
although D has the highest B-BBEE contribution level or Bidder A who is the cheapest).

18.5.2 Applying the criteria in Method 2

Phase 1 of Method 2 is exactly the same as Phase 1 of Method 1. The difference
between the two methods is in Phase 2, where Quality/Functionality is added as a
fourth evaluation criterion and given a weighting greater than price, SD and
preference.

Select and utilise the automated scorecard for Method 2.

A bidder's score for price must be added to the consolidated score for SD, BBBEE
and FRC.
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Where two or more Bids have scored the highest equal points based on Price,
Quality and SD/Preference, the Successful Bid must be the one with the highest
score on quality, since quality carries the highest weighting.

Such criteria must be communicated in advance in the bid documents,

EXAMPLE 2 (Automated score-sheet in respect of Method 2)

a A SIS FOR COMPARATIVE Off EC METHOD t PRICE \2Q) lECHHiCAL (40) 3D (20) BBBEE (10) AND FRC (10)

Ranked
low.jt ID

highoiPrica

BIDDER E

BIDDER A

BIDDERS

BIDDER c
BIDDER 0

IP)
Comparative

Olloi
(Pm)

Points 'o.
Fmjncia! Oltsr

(Mai 20)

NON-RESPONSIVE • Minimum t lumho ld (or SD

R 95 574.S43

R 111,83?.??!

R 150.896.753

R 170 965.432

R 95.5T4,9«

R 95,574,943

R 95,574.943

R 95,574.943

20.DO

16,60

8.42

4.22

Points lor
Tecnmca!
|Ma<40]

nd BBBEE n

IB 00
2B40

36.00

3a. 00

Points la-

20]

o lmo l

14 00

16.67

17 30

18.60

BBBEE Ltvs l

Conlfibutlon
(Level 1 to 9)

Levo. i

Levfl 1

Le^rt4

Levpi 2

BBBEE
Point oul ol

10
(scoracara

only}

Points lot
FRC

B

10

7

0

,-

e
7

Total
po>nt oul

ol 100

67.00

76.67

74.72
76.82

Ovtrall

Pn«,
Technical.

SD.

2l.!y ind
BBBEE

4

2

3

1

payabia

0.00

17.02

57.83

78.B8

payabl.in
Rjndi

R0

R 16.26Z.27B

R 55,321.810

R 75.390.4B9

BIDOERA

B'ODCRB
BIDDER C

BIDDER D

BIDDER E

Tec^mc

45",
7 1 ' .

aa%
B5".

50'/.

al(40)

IB

28 4

36

38

20

SD(20)

1-1

16 6

17 3

1B6

ID

Stwccard|10)

K

K

<•

*•>

TOTAL

!C 6

2-13

J7E

11

iMINlMUMTHRESHOLDFORSD^ndBBBEE = 1fi.
I B SO*/.

num threshold noi mot)

Recommendation
Prepare TEAR report containing recommendation to the AC
Record proper minutes of all the proceedings

18.6 RECOMMENDATION

18.6.1 Tender Evaluation and Recommendation Report (TEAR)

After a bid is evaluated a TEAR report should be completed by the Chairman of
the evaluation committee setting out how all relevant evaluation criteria were
measured and how Bidders were ranked as a result of the evaluation process. The
motivation for the award of business must be supported by the evaluation score
sheets 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.

18.6.2 The recommendation to the AC

a) A recommendation for the award of the business must be drafted for
submission to the relevant AC. This must be accompanied by the evaluation
report motivating how all the relevant selection criteria have been evaluated.
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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-bid on the amended
scope by a new closing date and time. This is because a reduction in scope
may impact on pricing / discounts offered by Bidders which in turn could affect
their competitive position.

18.6.3 Reasons for recommendation

a) The reasons for recommending a particular Bid(s) must be clearly stated by
the recommending officers.

b) When only one technically Acceptable Bid is received and recommended for
acceptance, it shall be indicated whether the prices are fair and reasonable
and how this has been determined (e.g. benchmarking against previous prices
etc.).

c) If a Bid other than the Bid with the overall highest score is selected, the
recommending officer shall provide a full explanation for this decision, and
state which objective criteria are relied upon to justify the recommendation of
such Bid.

d) In the event that two or more bids have scored equal total points, the
successful bidder must be the one which scored the highest number of
preference points for B-BBEE, except in the case of Method 2 where the equal
scorer, with the highest score for quality will be the successful bidder.

e) Should two or more bids be equal in all respects, the award shall be decided
by the drawing of lots.
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CHAPTER 19: POST TENDER NEGOTIATION

19.1 POST TENDER NEGOTIATION (PTN)

19.1.1 Post Tender Negotiation is an effective tool to drive down cost or extract further
value for Transnet and can be used very effectively in conjunction with any
procurement mechanism. PTN is used after the evaluation process has been
completed and the Preferred Bidder/s have been identified and approved by the
relevant AC, based on the criteria as set out in the RFX. PTN is normally reserved
for high-value, strategic commodities, but it may also be used in lower value
transactions where it is considered that further value for Transnet can be extracted
from this process. Depending on the circumstances, this too! can be used either
with all technically compliant Bidders, or a selected short-list, or even with the
Preferred Bidder only, but subject to the following requirements to ensure good
corporate governance.

19.1.2 In order to ensure that PTN is conducted in a fair manner, shortlisted Bidders
should be negotiated with individually. The negotiation process should follow the
same agenda for all Bidders. After negotiation the Bidders should submit their best-
and-final offers, in the relevant tender box, by a specified closing date and time.
After proper evaluation of all best-and-final Bids received, business is ultimately
awarded to the highest rank Bidder, based on these offers.

19.1.3 PTN may only take place if the RFX document contained a clause stating that
Transnet reserves the right to enter into post tender negotiations with a Preferred
Bidder or any number of shortlisted bidders'.

19.1.4 Before PTNs are conducted with the Preferred Bidder or short-listed Bidders, it
must be approved by the relevant AC. The R-value of the proposed contract to be
negotiated will determine within which AC'S jurisdiction the matter falls. (Refer to
paragraph 19.3 below for instances where PTN is envisaged for transactions falling
below the AC jurisdiction.) The submission requesting authority to negotiate should
include the following:

• list of Preferred Bidders (or Bidder) and how the list has been determined
including the threshold set for qualification for PTN;

• the composition of the negotiating team;
• the targeted price reduction;

• the increase in 5D commitment;
• B-BBEE commitment;

• the motivation for PTN; and
• other aspects that will be negotiated to achieve a "win-win" situation, e.g.

payment terms, minimum order size and frequency, delivery, lead times, etc.

19.2 AUTHORITY TO ENGAGE IN PTN (transactions falling within AC jurisdiction)

19.2.1 Matters falling within the jurisdiction of the AC (i.e. above the minimum R-
threshold of the AC), should be submitted for the approval of the AC in the normal
manner, indicating in detail the process followed in determining the shortlist of
Bidders to be negotiated with, details of the agenda that will be negotiated, etc.
(refer to paragraph 19.4 below).

a) Upon receiving AC approval, and completion of the PTN process, and the
resultant evaluation and scoring of the best-and-final Bids, full details of the
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best-and-final offers, must be provided when a recommendation on the final
award of the business is made to the relevant AC

b) On these higher value transactions, the negotiating team to be appointed by the
relevant AC, shall comprise of procurement, SD, technical, financial and
commercial (marketing) and legal disciplines, (where appropriate), to facilitate
unity of purpose from 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 It would also be acceptable, especially in respect of transactions falling below the
AC minimum Rand thresholds, for certain officials (preferably in procurement), to
be given specific standing Delegated Powers to conduct and/or authorise PTN,
without the necessary prior AC approval as contemplated in paragraph 19.2 above.

a) This authority must be obtained from the Manager or CPO and must be included
in the Delegation of Authority of the relevant official. Copies of this should be
filed with the AC Secretariat. The standing Delegation of Authority must clearly
reflect the maximum transaction value for which the official may conduct or
approve PTNs, without prior AC approval. Full details of all such PTN
transactions undertaken, should be reported to the AC at regular intervals.

b) A standing authority to negotiate is different from a standing authority to
communicate (refer to paragraph 17.4.3) and separate PTN authority must be
obtained. Standing Delegated Powers to negotiate will be granted with great
circumspection and only to employees who have demonstrated the necessary
negotiation skills.

c) Detailed records must be kept in the relevant files of the Bidders who have been
negotiated with, how their eligibility for PTN was determined, including their
best-and-final offers received. Copies of such standing authority must also be
kept on the relevant files. Standing authority to conduct/approve PTN should not
exceed the minimum R-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.

19.4.3 Negotiations must be preceded by thorough research and a caucus discussion by
the cross-functional negotiation team to be able to obtain a co-ordinated approach.

a) To ensure fairness, the same agenda must be used with all short-listed Bidders
to ensure that all Bidders are provided with the same information and the same
opportunity to improve their Bid in all respects. The agenda must be made
known in advance to all shortlisted Bidders so that they can prepare for the
negotiations. The final evaluation criteria against which the best-and-final Bids
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will be scored should also be disclosed to the shortlisted Bidders. Such criteria
may only differ marginally from the original criteria as per the RFX document.

b) The objectives of the negotiating team must be recorded in consultation with
the relevant disciplines concerned (e.g. financial, 5D, technical and commercial).

c) The objectives should be approved by the relevant AC. The financial
advantages, or other objectives sought (e.g. B-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.

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 of tender set out in the original RFP document.

19.5 APPROVAL TO AWARD BUSINESS AFTER PTN

19.5.1 Business may be awarded to one of the shortlisted Bidders or split between any
number of shortlisted Bidders.

19.5.2 It is possible and permissible for the ranking of 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

19.5.4 In instances where the relevant AC has authorised PTN with a single Preferred
Bidder, the ultimate award of the business must also be presented to the relevant
AC for approval to ensure that the final contract is substantially the same as the
terms indicated in the RFP, unless the AC approved the preferred bidder and the
subsequent award of the contract, upfront, due to operational requirements,
(urgency etc), in which case the final negotiated terms, and contract value needs to
be reported to the AC for information purposes only.
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CHAPTER 20 : ADJUDICATION

20.1 GENERAL PRINCIPLES

Adjudication can best be described as the validation of the process leading to the
recommendation of the Successful or Preferred Bidder/s. It is important to note that there
are two different elements to this and these are often confused.

20.1.1 The ACs do not have any contracting powers and as such do not actually conclude
the contract in the name of Transnet. The AC validates the process of selecting the
Successful / Preferred Bidder.

20.1.2 When an AC has approved a submission, it clearly does so subject to the provisos
listed in paragraph 21.3.1, one of which is that the person with the necessary DoA
has to sign the actual contract. Likewise, the person with the necessary DoA may
not execute his DoA and sign the contract, without the relevant AC approval of the
process.

20.2 THE ROLE OF THE AC DURING ADJUDICATION

The function of the AC is to validate both the process related aspects as well as the
commercial aspects of the bid process. The AC is required to satisfy itself that all Bidders
were treated fairly in the bidding process and that the process was conducted in accordance
with the applicable regulatory framework and Transnet's internal rules. The AC is also
required to determine that the price to be paid by Transnet is market related, that the
commercial terms and conditions are fair and reasonable and that the award of business is in
the best interests of Transnet.

Factors to be considered during adjudication include whether:

20.2.1 the bid was advertised for a reasonable period of time and in the appropriate
media;

20.2.2 all Bids are still valid i.e. still within the validity period;

20.2.3 communication with Bidders after the closing date was properly authorised and
conducted in a fair manner;

20.2.4 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;

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, VAT
certificate (where applicable) and whether the recommended Bidder complies fully
with all legal requirements stated in the RFP;
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20.2.11 the recommended Bidder is not insolvent, in receivership, bankrupt or being wound
up, has his affairs administered by a court or judicial officer, 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
Transnet's image. In this regard, it must be borne in mind that Transnet is a public
company and its sole shareholder is the Government of the Republic of South
Africa. For this reason, business transactions with entities that could harm
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

20.5.1 Should a dispute arise between the recommending officer(s) and the AC regarding
a submission after the AC has referred the matter back to the recommending
officer for re-motivation, the matter must be escalated to the Entity's CEO for a
final decision.

20.5.2 Where the recommendation of the evaluation team conflicts with the opinion of the
end user, the matter must be referred to the AC for a ruling.

20.6 NON AWARD / CANCELLATION OF BIDS

20.6.1 Non award of business must be approved by the relevant AC. A motivation for non
award may be considered by the AC at any stage of the process before the
Successful Bidder is finally selected and informed about the bid award. Once a
Successful Bidder has been selected and informed about the outcome of the bid
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process (i.e. he/she was awarded the bid), Transnet is said to be functus officio
and can no longer cancel the bid process without an order of court authorizing it to
do so.

20.6.2 It should be noted that a Bidder can only be regarded as the Successful Bidder
when he/she was unequivocally informed that the bid was awarded to him/her. An
award that is made subject to further negotiation or qualification cannot be
regarded as a final and unequivocal award. Thus the award of "Preferred Bidder
status", subject to the successful negotiation and conclusion of a subsequent
contract does not amount to being selected as the "Successful Bidder" as the award
is conditional and subject to the outcome of the negotiation process.

20.6.3 Group legal / the OD Legal department should be consulted before a decision to
cancel a bid is taken to advise on the legal risk associated with cancellation and
also whether Bidders should be invited to make representations before a final
decision can be taken.

20.6.4 The decision not to award business must as far as possible be taken timeously.
Bidders must be advised of this decision as soon as possible after the decision has
been approved.

20.6.5 Non-award of business (as a result of Transnet's bad planning) should for obvious
reasons be minimised as far as possible as Bidders expend a significant amount of
time, effort and money when preparing and lodging Bids. Non award has the effect
of cancelling a bid and the AC must therefore act judiciously when authorising a
non award so as to minimize prejudice to Bidders.

20.6.6 When no Bid can be recommended for acceptance, the Manager concerned shall
provide a motivation to the AC clearly stating the reasons why no Bid can be
recommended and give an indication as to how need for the required
Goods/Services will now be met.

20.6.7 The AC may approve a non award under the following circumstances:

a) Where due to changed circumstances there is no longer a need for the Goods or
Services;

b) Where due to a fundamental change in specification, the bid has to be cancelled
and re-advertised;

c) Funds are no longer available to cover the envisaged expenditure;

d) No Acceptable Bids were received;

e) When a material irregularity has occurred in the bidding process which cannot
be remedied, other than through cancellation; or

f) All bids received are well over budget and considered to be excessive.

When the AC authorises a non award on the grounds of a), b) or c) above, all
Bidders should be reimbursed for the bid document fee, if bid documents were sold.
Where a non-award is authorised on the basis of ground e) above, Bidders not
involved in the material irregularity should be reimbursed.
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CHAPTER 21 : AWARD OF BUSINESS AND CONTRACTING PROCESS

21.2 APPROVAL OF ACCEPTANCE OF BIDS NOT TO BE ANTICIPATED

No employee shall anticipate the approval of acceptance of bids. Therefore, no employee
may enter into contracts verbally or in writing or place orders before the prescribed
adjudication process has been performed and authority has been duly granted by a
Manager with the appropriate DoA.

21.3 DECISION TO ACCEPT BIDS OR OFFERS

21.3.1 A Manager may only communicate the acceptance of a Bid i.e. issue a Letter of
Award and proceed to conclude the contract if the following provisos have been
adhered to:

a) he/she has complied with all internal policies and procedures and obtained the
AC's concurrence by means of an AC resolution or (if applicable) approved AC
minutes;

b) he/she has confirmed that there is still a need for the Goods/Service(s);

c) he/she has confirmed that the appropriate funds are still available;

d) the value of business awarded is within the level of his/her powers to contract in
terms of his Delegation of Authority;

e) where the value exceeds his/her powers, he/she shall obtain a mandate from
higher authority to conclude and administer the contract; and

f) where the value of business exceeds the relevant OD CEO's Delegated Powers
to contract, the relevant higher authority (e.g. Transnet GCSCO, GCFO, GCE,
BADC or Transnet Board) must conclude the contract. Alternatively, a mandate
must be sought from the relevant higher authority in Group in favour of the OD
CEO to conclude and administer the contract. The award can be to one or more
specified contractors for a specific amount/s, but the cumulative value of the
business (individual contracts) shall determine the approval authority required.
As stipulated In the Transnet DoA Framework, it is advisable to obtain a written
mandate from that Approval Authority (as defined) to administer the contract
and to effect amendments to it not exceeding 10% of the initially approved
contract value. Such mandate must be in writing and kept on the appropriate
file for record purposes.

21.4 NOTICES OF ACCEPTANCE AND NON-ACCEPTANCE OF BIDS TO BE
FINALISED

21.4.1 As soon as possible after approval to award a contract has been received, the OD
which invited the Bids shall arrange to inform the Successful or Preferred Bidder(s)
of the acceptance of his Bid. This notice may only be communicated by a person
with the necessary DoA, or a person with a written mandate for a specific contract.
Unsuccessful Bidders shall be advised in writing of the name of the Successful
Bidder. On award of business to the Successful Bidder all unsuccessful Bidders
must be informed of the reason as to why their Bids had been unsuccessful, e.g.
price, delivery period, Quality, SD, preference or any other applicable reason.
Please refer to the standard regret letter templates available on the iSCM Transnet
Intranet. It is essential that the reasons for not accepting a Bid are factually
correct, as the regret letter could form the basis for litigation against Transnet
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21.4.2 The details of the contract award must be placed on the Transnet internet site.
These details must include:

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.

21.5 APPLICATIONS RECEIVED IN TERMS OF PAIA

Should an application be received in terms of the Promotion of Access to Information Act
(PAIA) or the Promotion of Administrative Justice Act (PAJA), the matter should be referred
to either the OD Legal Department or Group Legal. It is important to note that all requests
received in terms of PAIA or PAJA must be dealt with immediately, as there are deadlines
within which to respond to the requestor.

21.6 DELIVERY OF ACCEPTANCE TO BIDDER

21.6.1 When a Bidder has been advised by letter of the acceptance of his Bid, the South
African Post Office shall be regarded as the agent of the Bidder and delivery of
such notice of acceptance to the above-mentioned offices shall be considered as
delivery to the Bidder.

21.6.2 Where a Bidder has been informed per fax of the acceptance of his Bid, the
acknowledgement of receipt transmitted by his fax machine shall be regarded as
proof of delivery to the Bidder.

21.6.3 Where a Bidder has been informed by e-mail of the acceptance of his Bid, the
"delivered message" on the sender's mailbox will be regarded as proof of delivery.
Where the bidder's mailbox is set to allow for "Read messages" to be transmitted to
the sender, these should also be kept as an audit trail.

21.7 FORMAL WRITTEN CONTRACT (LETTER OF AWARD)

A formal commitment in the form of a written contract is entered into with the Successful
Bidder (Letter of Award)

Contracts provide the framework to mitigate risks and to measure operational and financial
performance as well as compliance with business obligations and regulatory requirements.

A contract arises when an offer made by the Bidder is accepted. The Bid submitted by the
Successful Bidder, read together with Transnet's letter of acceptance and terms and
conditions of the RFP, constitute a binding contract between Transnet and the Bidder.
Usually, this constitutes an "interim" contract until such time as Transnet and the Successful
Bidder have been able to conclude a written contract to formalise their contractual
relationship.

Although a verbal contract is equally binding on the parties, it is Transnet's policy that only
formal written contracts shall be entered into with the Successful Bidder unless the Goods or
Services are for immediate delivery or execution, in which case a formal order must be
processed.

21.7.1 Letter of Intent (LOI)

a) A Letter of Intent is issued when a Bidder has been selected as a Preferred
Bidder. The LOI informs the Preferred Bidder of Transnet's intention to negotiate
and conclude a contract with it. The LOI also makes it clear that if a contract
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cannot be agreed upon, Transnet reserves the right not to award the business
to the Bidder. No contractual or other legal rights are vested in a Bidder purely
by virtue of having been issued a LOI.

b) Tine validity of such LOI should be for a limited period only and every effort
must be made to finalise the signing of the contract within the shortest possible
period. The extension of the validity period of a LOI should be avoided and only
considered in exceptional circumstances.

c) Only if the Goods/Services are critical for operations, will it be permissible to
draw off a LOI, whilst the negotiation process is underway. In such cases the
LOI serves as a proxy for the binding legal agreement and under its authority
Transnet may place orders on the supplier for its interim requirements, during
which period the final agreement will be negotiated and finalised between the
parties. Should negotiations between the parties break down for any reason, the
supplier may immediately invoice Transnet for all reasonable costs for
Goods/Services delivered (based on proof of delivery). Such amounts shall
become due and payable by Transnet.

d) It is important to note that the longer the LOI is allowed to continue, the less
likely it will be that Transnet will be able to leverage its negotiating power to
change a contract condition to benefit Transnet.

e) When issuing an LOI, one of the approved standard templates available on the
Intranet must be used.

21.7.2 Use of 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 include Transnet's standard requirements/terms and
conditions/agreements in the bid documents and/or RFPs. The respondent(s) will
therefore be made aware of Transnet's requirements/expectations in advance.

21.7.3 Process for expediting contracts

On award of the bid, the following process must be followed in expediting a formal
contract:

a) The employee responsible must draft the contract using the appropriate
Standard Template plus a schedule and service level agreement (SLA) (where
applicable).

b) He/she must present the draft contract and SLA to the Transnet representative
with the requisite DoA and obtain his/her approval of the contract and SLA in
principle.

c) Two duplicate originals of the contract and SLA must then be presented to the
external party for signature.

d) Once the external party has signed, the duplicate original contracts and SLA
must be returned to the Transnet representative with the DoA for signature.
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One original must be forwarded to the external party and the other must be
kept by Transnet.

e) The contract and a copy of the SLA must be stored in a secure repository and be
readily available when reference to it is required.

21.7.4 Non adherence to existing contracts ('Maverick 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.

21.7.5 Formal contracts are to be entered into in the name of Transnet SOC Ltd

All contracts shall be concluded, as soon as possible after the award of the business
to the Successful Bidder, in the name of Transnet SOC Ltd, according to guidelines
issued. It shall be signed for and on behalf of Transnet by a Manager with the
appropriate DoA.

21.7.6 Transnet may insist on a suitable security/guarantee for fulfilment of
contract

a) When security has to be provided by Successful Bidders in terms of the contract,
the delegated Manager entering into a contract shall ensure that adequate
security is obtained for the fulfilment of the contract. It shall preferably be in the
form of a guarantee by a bank or approved guarantee corporation, or a deposit
with Transnet of approved Government or municipal stock in negotiable form.
All securities shall be safely held by the OD concerned which shall keep a
register thereof and shall ensure that the security does not lapse before the
contract is completed.

b) Cash deposits or a "guarantee" in the personal name of an official of a bank or
other institution is not acceptable.

c) Provided that the contract document allows for that, one can also retain part of
the payment as retention money. Retention money (performance guarantees),
normally 5 to 10% of the individual payments, is held back by Transnet as a
guarantee for the satisfactory completion of the project. When such amounts
have accumulated sufficiently, consideration is normally given to the refunding
of the guarantees or sureties. Retention money is only refunded after
completion of the guarantee period (normally 6 to 12 months, depending on the
risk of latent defects).

d) Depending on the risk to Transnet, these measures may be relaxed to facilitate
Transnet's B-BBEE objectives to develop small or emerging black companies.

21.8 CONTRACTING WITH SECOND-RANKED BIDDER

In the following cases Transnet will be allowed, at its sole discretion, to consider accepting
the second most favourable Bid, provided that this option is exercised within a reasonable
period after the initial award:

21.8.1 when a Successful Bidder, after having been informed of the acceptance of its Bid,
fails to sign a contract within a reasonable period after being called upon to do so;
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21.8.2 when a Successful Bidder has failed to provide the necessary security, if required;

21.8.3 when a Successful Bidder fails 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

21.8.4 when final contract negotiations with a Preferred Bidder fails and a contract is not
agreed upon; and

21.8.5 it is not practical within the time available to call for fresh Bids.

The award of business to the second ranked Bidder must be approved by the relevant AC.

21.9 APPROVAL OF CONTRACTS FOR PERIODS EXCEEDING TWO YEARS

The Main AC is to approve all contracts for periods exceeding two Years

No contract shall be entered into for a period longer than two Years without the main AC'S
(or the person with DoA) written approval, except for large construction contracts where the
period allowed will be the completion period of the project. The same principle also applies
with respect to the extensions of contracts, i.e. the initial period of the contract together with
the extension may not exceed 2 Years without the main AC's (or the person with DoA)
approval.

Property leases are also excluded from these Procedures and approval levels are determined
by means of the Delegation of Authority of those employees, CEO's and higher authorities of
the relevant property division/s.
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CHAPTER 22 : POST AWARD CONTRACT MANAGEMENT

(Also refer to the Contracts Management Manual available
on the iSCM Transnet Intranet)

Contract Lifecycle Management (CLM) is "the process of systematically and efficiently managing
contract creation, execution and analysis for maximising operational and financial performance and
minimising risk".7

Contract Management is an end-to-end process but is often confused with the concept of contract
administration which constitutes only one part of it. This Chapter addresses the core components
and activities of post-award Contract Lifecycle Management, including contract administration:

Delivery Management

Supplier Relationship
Management

Contract Administration

to ensure that the Goods and/or Services are being
delivered in accordance with agreed performance,
costs and Quality levels set out in the contract

to manage Transnet's relationship with the supplier
in order to develop and maintain an open and
constructive association with the supplier

to undertake the formal contractual processes and
obligations required and to comply with Transnet's
post-award policies and procedures

In addition there are three fundamental aspects for consideration in relation to performance
measurement:

PERFORMANCE FEEDBACK

Factual, objective information from the
supplier

Feedback from users concerning
Service/Goods received

The supplier's own experience of dealing
with Transnet

SOURCE

Normally obtained from IT systems and
managed by outputs from the Service Level
Agreement (SLA)

A supplier relationship function, typically
through questionnaires, surveys, telephone
or face-to-face enquiry

A supplier relationship function, reported
through supplier feedback

22.1 POST-AWARD FUNCTIONS

The immediate post-award contract management activities establish the basic awareness and
procedures required to initiate Transnet's on-going contract management obligations. These
include:

• Ensuring that all relevant parties are aware of their roles and responsibilities in the
immediate implementation and transition process;

• Checking that the agreed processes for contract management are in place by both
parties;

• That knowledge transfer from the procurement or project team (which may not have
included members of the contract management team) to the contract management
team takes place to ensure successful management of the contract

7 Source: Aberdeen Group
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• "That, where necessary, the continuity plans for the seamless transition of the Service
from the previous supplier to the new supplier will be carried out as agreed.

22.2 DELIVERY MANAGEMENT

This activity is concerned with 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 clear and demonstrable evidence of the success (or
otherwise) of the contractual deliverables. In principle, issues such as the following should
typically be considered:

• cost and value obtained;

• performance and customer satisfaction;

• delivery improvement and added value;

• Supplier Development (SD), Empowerment and Local Content (LC) where applicable;

• delivery capability;

• benefits realised; and/or

• supplier responsiveness.

22.2.1 Service Level Agreements (SLAs)

Contracts with suppliers will normally define the service levels and terms under which
Services are to be provided. Service level management includes assessing and
managing the performance of suppliers to ensure value for money.

It is generally beneficial to establish an SLA, since an SLA creates a common
understanding about services, priorities and responsibilities of both parties. Transnet
must decide in each instance whether or not it is appropriate to utilise an SLA.
However, the default position should be to establish an SLA.

Where applicable, an SLA must be put in place with the Successful Bidder to ensure
proper performance management and to mitigate any financial, operational, safety,
environmental or reputational risks which may arise during the term of the contract.

The SLA shall, at the very least, govern the following aspects:

• representative(s) from both parties who will attend the meetings;

• schedule of meetings;
• venue(s) for meetings;
• party responsible for taking minutes (to be approved by both parties prior to

circulation);

• risk areas to be measured (refer sub-paragraph 22.2.10 below);

• size of the samples to be tested in terms of performance management;
• key performance indicators (KPI);
• required outcomes;
• commitment to remedial actions, when needed;
• reporting on the results; and
• dispute resolution procedure in the event of disagreement or deadlock between

the representatives of the parties (dispute resolution procedures are normally
set out in the contract, failing which it is the Transnet Relationship Manager's
responsibility to set out the procedures to be adopted - refer sub-paragraph
22.3.2 below)
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22.2.2 Performance Scorecard

Service levels should be agreed and benchmarked for both Transnet and the supplier
and should be:

• established at a reasonable level; if they are set too high they will attract
additional charges from the supplier;

• prioritised by Transnet in order of importance and on agreed scales, for
example; critical, major, urgent, important, minor;

• easily monitored (objective, tangible and quantifiable);

• unambiguous and understandable; and

• open to renegotiation at any time.

A performance management scorecard reflecting the performance of both parties
should form an integral part of the SLA.

(See table below for a typical example of a scorecard for the purchase of Goods)

TABLE 17

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

1 in 2
deliveries

Monthly

10 prices

All payments

KPI

On time

Accurate

Lead-times
met

Paperwork in
order

No. of items
rejected by

GR

No of items
rejected by
production

Items
properly
packed

Price
charged vs.

market

Payment
within 30

days

Acceptable

99% on time

99% accurate

99% lead-
times met

100%
paperwork

correct

<2% Items
rejected

0 items
rejected

<3% items
incorrectly
packaged

95% of items
in market

pricing range

90%
payments on

time

Assessment

88%

100%

40%

100%

0

0

0

91%

40%

Remedial
Action

Supplier to
improve to

92%

N/A

Supplier to
improve to

70%

N/A

N/A

N/A

N/A

Supplier to
improve to

95%

Transnet to
improve to

80%
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22.2.3 Performance review meetings

The following must be observed by the Relationship Manager (refer sub-paragraph
22.3.1 below) 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.

22.2.4 Performance monitoring

a) A process for monitoring the delivery of the suppliers must be set up by
management to ensure continuing adherence to the supplier contract and
service level agreements. Suppliers must be monitored against agreed
performance metrics defined in service level agreements and contracts, it must
be confirmed that suppliers are meeting current business requirements.

b) Contracted fees must be in line with fees specified in the contracts.

c) Performance metrics must be periodically reviewed to ensure that they continue
to support business requirements. Improvements in price, Quality or service
must be sought and, where possible and built into the contract terms.

d) Benchmarking against similar organisations, appropriate international standards
or recognised industry best practices must be undertaken. Benchmarking
results must be used to evaluate and compare supplier prices and services.
Results of benchmarking must be used to make adjustments to current supplier
contracts and agreements.

e) Independent audits must be undertaken with key suppliers and
recommendations obtained from independent audits must be reviewed by
Transnet management for subsequent use to improve delivery.

22.2.5 Adherence to contractual sourcing (Goods)

For Goods manufactured in South Africa:

When a contract is placed for Goods to be manufactured in South Africa, the
supplier may not be permitted to substitute imported Goods without the AC'S prior
written approval. For contracts of values below the AC'S jurisdiction, the Manager
concerned may decide whether imported Goods can be substituted. Where the
supplier has secured the business by reason of the Local Content offered, it shall
not be allowed to substitute imported Goods for those to be supplied from South
African sources. An exception to this ruling may only be considered when the
supply from the South African source has been curtailed due to reasons beyond the
supplier's control.

22.2.6 Conformance with specifications and delivery instructions (Goods)

a) Inspection and shipment/delivery of Goods:
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All Goods are to be delivered strictly in accordance with the contract. Timeous
arrangements must be made by Transnet for the inspection and/or shipment
and delivery arrangements, as indicated by the 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.

22.2.7 Remedy for repetitive instances of poor performances

Where poor performances have been recorded and when no improvement in
performance has been demonstrated by the supplier after several interventions on
the part of the Transnet representative (including the imposition of penalties,
where applicable - refer sub-paragraph 22.2.8 below), the following remedies
should apply:

a) Should the contract Manager believe that the supplier is unlikely to improve its
performance, the Manager must approach OD Legal or Group Legal to obtain
direction regarding cancellation of the contract; and thereafter

b) Procurement is to initiate the blacklisting process, if appropriate.

It is of utmost importance that the specific additional record (a paper trail) of
recurring instances of poor performance by the supplier is available to inform the
recommendation to cancel the contract and/or to blacklist (see Chapter 23,
paragraph 23.4 for Blacklisting protocols).
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It must be remembered that poor performance amounts to breach of contract.
Transnet's 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.

22.2.8 Imposition of penalties

a) A penalty is a stipulation in a contract (a "penalty clause") providing that a party
who acts in conflict with its contractual obligations must pay a sum of money to
the other party. Where a contract provides for penalties in the event of breach
such penalty should be enforced.

b) However, unless a contract expressly provides for a penalty, a penalty may not
be imposed. Where a contract does not contain a penalty clause Transnet must
sue for damages arising from breach of contract. Damages must be recovered
by way of litigation and only after the amount of damages is proven and
awarded by a court.

c) Transnet cannot recover both penalties as well as damages. Furthermore,
Transnet cannot claim damages in lieu of penalties unless the contract states so
specifically.

d) Penalties should be reasonable and not out of proportion to the prejudice
suffered. In terms of the Conventional Penalties Act 15 of 1962, a court may
reduce a penalty if it is unreasonable, disproportionate and inequitable.

22.2.9 Failure by a supplier to perform - liability for additional expenses

The bid documents (as well as the eventual contract) shall make provision for the
Bidder to undertake that if, after it has been notified of the acceptance of its Bid, it
fails to perform, whether by not entering into a contract or by not undertaking any
steps when requested to do so within a period stipulated in the bid conditions or
within such extended period as Transnet may allow, the supplier will be held liable
for any additional expense which Transnet may incur in having to call for Bids afresh
and/or accepting any less favourable Bid to complete the whole or remaining portion
of the contract. In addition, consideration can also be given to placing such a
contractor on Transnet's List of Excluded Bidders (See Chapter 23).

22.2.10 Risk Management

Risk can be defined as 'the probability of an unwanted outcome happening".

It is advisable to seek to remove or at least mitigate risk whenever possible before
contract award. The obligations placed upon buyers to analyse, assess and mitigate
risk during the pre-award stages of contract management are dealt with in previous
chapters of this PPM. These pre-award activities can be collectively summarised as
follows:

i

Analysts 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
— . . . . . j

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
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Contracts provide the framework to mitigate risks and to measure operational and
financial performance as well as compliance with business obligations and regulatory
requirements.

Post-award risk management undertaken during the contract period comprises those
activities associated with identifying and controlling the risks that may potentially
affect the successful fulfilment of the contract. Risks to the contract include such
issues as:

• lack of capacity of the supplier, particularly if there are significant increases in
demand;

• reduction in demand leading to higher unit costs borne by the supplier;

• an event which causes an increase in the total price to Transnet;
• an event which causes a programme delay;

• supplier staff changes;
• changes to the supplier's business objectives;

• deterioration in the supplier's financial standing;

• demand changes that cannot be met by the supplier;
• deterioration of Quality;
• force majeure issues;

• market fluctuations for commodities; and/or
• labour unrest.

When a risk is anticipated or perceived, to manage this involves the parties working
together to identify who has the responsibility for the risk, the method of minimising
it and how the risk will be managed. In order to do so the contract Managers must
undertake the following actions:

• establish a binding process to encourage early warning system for issues such
as those mentioned above;

• identify the party best able to control the situation leading to the risk
occurring;

• identify the party best able to control the risk itself;

• identify who should be responsible if the risk cannot be controlled; and
• if the risk is transferred to the supplier, establish whether or not this cost will

fall to Transnet, whether transfer will introduce new risks and the legal
position of any such transfer.

Finally it should be considered that business risk cannot be transferred to the
supplier and that the ultimate responsibility will always remain with Transnet for any
failure in the fulfilment of a contract.

22.3 SUPPLIER RELATIONSHIP MANAGEMENT

In addition to the contractual and commercial aspects with Transnet's suppliers, a healthy
relationship between Transnet and its suppliers is fundamental to the effective management
of a contract. Management structures for contracts need to be designed to facilitate such a
healthy relationship. There must be set procedures for raising and handling issues, so that
these are dealt with as early as possible and at the appropriate level within the organisations.

The value, risk and strategic positioning of a contract will dictate the appropriate degree of
supplier relationship management to be established per contract. This decision must be made
by the OD's CPO and recorded accordingly in the supplier's contract file.

Chapter 21: Post Aw3rd Contract Management Pa;;? H6 cf 202

August 2012

0078-0970-0001-0249

TRANSNET-REF-BUNDLE-04912



602

FOR INTERNAL USE ONLY PROCUREMENT PROCEDURES MANUAL

22.3.1 Supplier Relationship Managers

a) Transnet management must appoint relationship Managers (a "Relationship
Manager") to be responsible for ensuring the quality of the relationships with
suppliers. Relationship Managers are responsible for liaising between Transnet
and the supplier regarding issues arising and must retain accountability for
provisions and Quality of services delivered by suppliers. Supplier roles and
responsibilities and Transnet roles and responsibilities for management of
overall supplier relationships and individual supplier contracts must be defined
and communicated to Transnet and the suppliers. Those involved in managing
the supplier must understand Transnet fully and know the contract
documentation thoroughly. This is essential if they are to understand the
implications of problems (or opportunities) over the life of the contract.

b) Transnet and suppliers need to understand the objectives and business of each
other. Transnet must have clear business objectives, coupled with a clear
understanding of how the supplier will contribute to them. The supplier must
also be able to achieve its objectives, including making a reasonable margin.

c) Supplier relationship management must maintain mutual trust and
understanding, openness, and excellent communications which are key to the
fulfilment of the formal contract terms and conditions.

22.3.2 Duties of a Relationship Manager

The activities of a Relationship Manager that must be accomplished to effectively
manage a Transnet supplier are summarised as follows:

• Relationship Managers must control the technical relationship between Transnet
and the supplier regarding the schedule of requirements or statements of work
and specification as per supplier contracts and service level agreements.

• Relationship Managers must communicate potential issues for mitigation and
immediate diffusion before issues are escalated.

• Relationship Managers will establish and manage a communication framework
for the supplier for which they are responsible and ensure that it is employed
effectively to sustain communication flow.

• Informal issues resulting in concerns in a supplier relationship must be identified
and resolved by the Relationship Manager.

• Relationship Managers can identify and recommend changes to supplier
arrangements, communication flows, supplier contracts and SLAs to ensure an
effective relationship is maintained.

• Regular formal and informal reporting procedures will be established by
Relationship Managers.

• Relationship Managers must be actively involved in supplier dispute resolution
processes.

• Relationship Managers will organise the necessary forums, working groups,
seminars, road shows, training sessions and other information activities
involving Transnet staff and suppliers.

• Ways to improve supplier relationships wherever possible must be proactively
considered by Relationship Managers, based on end-user and supplier feedback.

22.3.3 Factors that can inhibit the development of a successful supplier
relationship include:
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Frequent and rapid recourse to the formal contract to overcome problems

Clashes in company cultures which are so disparate as to prevent the creation of'
the level of trust and confidence required •

Reluctance by the supplier to cooperate in value for money or benchmarking tests,
conducted by Transnet ;

— i

Commercial issues, for example lack of real competition resulting in uncompetitive i
poor value for money terms from the supplier, or conversely that Transnet is j
critically dependent on one supplier leading to price rise vulnerability and/or;
problems of management capability, resources or financial capitalisation

Too frequent demands for submission of competitive Bids which reduces trust in l

the relationship

22.3.4 Factors that encourage the development of a successful supplier
relationship include:

Securing senior level support in both organisations

Recognising that actions and attitudes affect the tone of the relationship ,

Ensuring that the governance arrangements are fair :

Ensuring that the relationships between the parties are peer-to-peer as far as j
possible

Ensuring that roles and responsibilities are clearly understood by both parties and
that the necessary authority levels have been ascribed

Ensuring that escalation routes are clear and understood but that problems are
resolved as early as possible and as low down the management tree as possible

Separating strategic matters from the day-to-day service delivery issues

Ensuring that appropriate attitudes and behaviours are practised and displayed to
assist the promotion of a positive and constructive relationship <

22.4 CONTRACT ADMINISTRATION

This activity is concerned with the practicalities of the relationship between Transnet and the
supplier and the operation of the routine administrative and clerical functions. The
importance of contract administration to the smooth running of post-award contract
management must not be underestimated and should be resourced appropriately. This is the
responsibility of Transnet's Relationship Manager.

The typical functions included under post-award contract administration responsibilities are:

• Change control;

• Charges and cost monitoring;
• Ordering and payment procedures;
• Budget controls;

• Contract meeting schedules and minutes;
• Resource management and planning; and
• Contract termination or extension/renewal.

All the above issues should have been addressed at the pre-award stage and included in the
contract documentation, as applicable. The role of Transnet's Relationship Manager is to
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manage these functions during the term of the contract. Certain key administrative issues
and the governance thereof are further addressed in the following paragraphs.

22.4.1 Change control procedures

Changes will almost inevitably occur during the period of a contract and managing
these changes is a particularly important activity. Formal change control procedures
should be designed and set out in the original contract documentation to avoid
misunderstanding and ambiguity about roles, responsibilities and the actions to be
taken in any given situation.

The procedures need to be comprehensive but also flexible and straight forward and
should cover such issues as:

How to request changes, including additional demands placed on the supplier

Assessing the impact including contractual implications

Prioritisation and authorisation levels

Agreement on methodology

Controls for implementation

22.4.2 Extension of contracts

The relevant legal principles are explained as follows:

a) A contract may be extended before its expiry date. This will involve an agreed
Material Amendment to the existing terms and conditions of the contract. Where
the contract expressly allows for an option to extend or renew, such prescribed
extension or renewal process must be followed before the termination date.

b) A contract that has lapsed or expired cannot be extended. The purported
"extension" of an expired contract either for a given period (e.g. 1 Year) or on a
month-to-month basis has inherent risk, because the terms and conditions
safeguarding Transnet would have expired with the original contract itself.
Transnet would have effectively entered into a "new" contract without the
safeguards of the initial contract. This could also give rise to irregular
expenditure in terms of the PFMA.

22.4.3 In view of the legal principles set out above, the practice of extending a contract
after its termination date is considered to be irregular.

The following approach with regard to the extension of contracts must be followed:

a) Any request for the extension of a contract must be submitted to the AC at least
45 (forty-five) Working Days before the contract is due to expire. This is to
ensure that the AC may consider the request before the expiry date.

b) A request for the extension of a contract must indicate whether such extension
is as a result of exercising an option to extend or whether the extension sought
amounts to an amendment to the contract.

c) Any request for the extension of a contract for a given period (e.g. 1 Year) or on
a month-to-month basis should contain proof that the supplier is willing to
extend the contract based on the same or better terms and conditions for
Transnet.
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d) No request for the extension or renewal of a contract after the expiry date of
the contract shall be entertained and any proposed continuation of business
shall be regarded as a new 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 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
(especially in instances where time is of the essence) decide to cancel the
contract.

(vi) A waiver or reduction of penalties would constitute a Material Amendment to
the contract and would require AC approval.

22.4.4 Exercising options

a) If Transnet wishes to reserve the right to extend a contract period, this should be
stipulated upfront in the RFP. Furthermore, the inclusion of this option must be
brought to the attention of the AC (or the person with DoA) when the initial
recommendation to award the business is made.
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b) Should it be decided to exercise the option during the course of the contract, the
recommendation to exercise the option must be submitted to the AC 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)).

22.4.5 Involvement of AC in material contract amendments

Goods/services contracts

These contracts are normally fixed term contracts. The AC must approve all
Material Amendments to contracts within their threshold and recommend those
above their threshold. This applies even if the initial award had only been
submitted for the information of the AC, e.g. an emergency procedure or business
awarded via the 'confine and award' process.

Extension of contracts, additional work, increase in quantities, price amendments,
cession and assignments, waiving of penalties, etc., are all examples of Material
Amendments to contracts, and need prior AC approval.

Where a contract specifies:

(i) estimated quantities at unit prices in respect of "as-and-when required"
purchase or service contracts; or

(ii) specified quantities at unit prices in respect of purchase or service contracts
over a fixed period,

a Manager may approve any increases or decreases in quantities or additions or
additional work of which the total value does not exceed 10% (10 per cent) of the
original value of the contract, and must inform the AC accordingly.

This provision does not include price escalations not provided for in the contract,
i.e. the same goods to be provided at an increased price. Such matters should be
presented to the AC for prior approval regardless of the value of the proposed
increase in price.

22.4.6 General amendment principles

General principles applying to amendments of both Goods/Services and
engineering/construction-type contracts include the following:

a) where the original value of the contract falls below the AC'S jurisdiction, a
Manager may approve additions, increases or decreases provided the total value
of the contract does not exceed his/her Delegated Powers. However, if the
original contract value is below the AC's jurisdiction but amendments bring it
within the AC'S jurisdiction, the matter must be submitted to the AC; or

b) where the value of the contract falls within the AC's jurisdiction, a Manager may
approve the amendment of non-material provisions (less than 10% of the
original contract value) provided that such amendment shall be reported for the
information of the AC as soon as possible thereafter; or

c) where any material provision needs to be amended (e.g. price or delivery date,
cession and assignment of contract, or the termination of a contract, waiving or
reduction in penalties, etc.) the Manager concerned shall submit a
recommendation for AC consideration together with supporting documentation
indicating that the proposed amendment to the contract is in the best interest of
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Transnet, that it represents the optimal value for Transnet, and how this has
been determined.

Following AC approval such amendment needs to be signed off by the person with
DoA who signed the initial contract (or the person mandated to do so) provided the
cumulative value of the contract and subsequent amendment(s) still falls within
his/her DoA.

22.4.7 Contract closure

This stage concerns the activities associated with finalising the close-out or
termination of a contract, whether in accordance with the expiry date or as a result
of early contract cancellation. Depending on the nature of the contract, such
activities may include the following:

• Complete all administrative matters;

• Record all technical issues have been resolved;

• Determine the extent of any liquidated damages to be deducted from the
contract price made against or received from the supplier;

• Record the end of retention and guarantee periods, plus date of final
inspection;

• Record the date of release of retention and/or bank guarantees;

• Agree to limits on any on-going obligations, including warranties;

• Record any material reconciliations;

• Transfer any assets, including data, intellectual property and loan items;

• Transfer operating systems (as applicable) to new/replacement supplier;

• Conclude final contract payments;

• Summarise claims made against or received from the supplier; pr

• Ensure retention of records (refer sub-paragraph 22.4.8 below)

On completion of the above activities agreement should have been reached between
Transnet and the supplier on all technical and commercial aspects of the contract.

22.4.8 Safe custody of Bid documentation, contracts and contract files

a) Each OD shall arrange for the safe custody of Bid documentation and contracts
at a suitable, approved, centralised or regional location.

b) Related documents which should be kept on contract files as part of the contract
records include, but are not limited to, documents such as
• RFP (requisition);
• the going to market strategy and approval;
• bid Advertisements;
• authorisations to confine;
• minutes of relevant meetings/briefings;
• evaluation score-sheets;
• TEAR reports;
• declaration of interest documents signed by members of evaluation teams

and post bid negotiation teams;
• certificates authorising communication with Bidders;
• agendas and minutes of post bid negotiation meetings;
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• correspondence with Bidders;

• RFX offer from Successful Bidder;

• letters of award and non-award;
• Letter of Intent;

• Approvals of draft contract (sign off schedule);

• Executed original copy of contract;
• Vendor Application Form;
• Insurance details (if applicable);

• Original and valid SARS VAT and Tax Clearance Certificate (to be update
annually);

• B-BBEE Verification Certificate;

• Contract Addendums (if any); and

• Confirmation of expiry or extension to contract.

Refer to the iSCM Transnet Intranet for the checklist template of documents and
signoffs which should be kept on contract files.

22.4.9 Document 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 properly archived and recorded by means of a formal register
so that they can be easily traced when required for audit investigations and/or
litigation purposes.

22.4.10 CONTRACT LIFECYCLE MANAGEMENT METHODOLOGY

Transnet has a standardised Contract Lifecycle Management (CLM) methodology. It
is a requirement in terms of this PPM document that these CLM prescripts be
followed. INDICATIONS OF SUCCESSFUL CONTRACT MANAGEMENT

22.5 Successful contract management will achieve benefits by:

Managing 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 I

Ensuring that suppliers deliver Goods/Services of the agreed quality and price

B-BBEE and SD commitments are closely monitored and enforced i

Reduction of costs and continuity of supply ;

Roles, responsibilities, rights, obligations of all stakeholders are clearly communicated
and understood
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Early identification and resolution of poor performance and disputes thereby!
minimising risks \

Eliminating unethical practices within Transnet t

Enhanced Supplier relationships through the visualisation and establishment of win-winj
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

Chapter 21: Post Award Contract Management Pa^e 174 of 202

Auc-jst 2012

0078-0970-0001-0257

TRANSNET-REF-BUNDLE-04920



610

FOR INTERNAL USE ONLY PROCUREMENT PROCEDURES MANUAL

CHAPTER 23 : BLACKLISTING PROCEDURES AND GUIDELINES

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 facid' (i.e. on the face of it) case has been established.

The Transnet GCFO or his delegate may, upon a recommendation by the relevant AC and the
Group Chief Supply Chain Officer decide that no Bid from that person or Enterprise be
considered/accepted for any new contracts concluded for a specified period as may be
determined.

Depending on the seriousness of the misconduct and the strategic importance of the
Goods/Services, in addition to blacklisting a company /person from future business, Transnet
may decide to terminate some or all existing contracts with the company /person as well.

A supplier or contractor to Transnet may not subcontract any portion of the contract to a
blacklisted company.

23.2 GROUNDS FOR BLACKLISTING

23.2.1 Grounds for blacklisting include: If any person/Enterprise which has submitted a
Bid, concluded a contract, or, in the capacity of agent or subcontractor, has been
associated with such Bid or contract:

a) has withdrawn such Bid after the advertised closing date and time for the
receipt of Bids;

b) has, after being notified of the acceptance of his Bid, failed or refused to sign a
contract when called upon to do so in terms of any condition forming part of the
bid documents;

c) has carried out any contract resulting from such bid in an unsatisfactory manner
or has breached any condition of the contract;

d) has offered, promised or given a bribe in relation to the obtaining or execution
of the contract;

e) has acted in a fraudulent or improper manner or in bad faith towards Transnet
or any Government Department or towards any public body, Enterprise or
person;

f) has made any incorrect statement in a certificate or other communication with
regard to the Local Content of his Goods or his 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.
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23.2.2 Transnet recognizes that trust and good faith are pivotal to its relationship with its
suppliers. When a dispute arises between Transnet and its supplier, 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 instituted without delay and dealt with
expeditiously, whilst the evaluation of the bidder's Bid continues.

c) Under no circumstances may any prospective Bidder be excluded from the
evaluation process or overlooked for the award of business until such time as a
final decision to blacklist has been made.

23.2.4 Grounds for blacklisting include a company/person recorded as being a company or
person prohibited from doing business with the public sector on National Treasury's
database of Restricted Suppliers or Register of Tender Defaulters.

23.3 WHO MAY BE BLACKLISTED?

The following persons / entities may be considered for blacklisting:

23.3.1 any person/company who has submitted a Bid in response to a bid request issued
by Transnet;

23.3.2 any person/company who has concluded a contract/s with Transnet;

23.3.3 any person who has acted in the capacity of subcontractor to a supplier of
Transnet;
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23.3.4 any agent or employee of the company concerned, or his/her spouse who may be
conducting the same business but under a different name;

23.3.5 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/misconduct on the part of the company/person;

c) any remedial action taken by the company, including steps to ensure that the
misconduct will not be repeated;

d) the seniority of the person(s) who acted in bad faith;

e) the impact of the proposed blacklisting of the company on Transnet's
operations;

0 the reasonableness of the explanation for the misconduct;

g) whether the company/person has received direct or indirect benefit as a result
of the misconduct; and

h) whether Transnet suffered actual or potential prejudice.

23.4.2 The decision to extend the blacklist to associated companies will be at the sole
discretion of Transnet and must be carefully considered. Associated companies
must not be blacklisted by default. The merits of each case will inform the decision
as to whether a particular associated company will be blacklisted or not. In addition
to considering the factors mentioned above, as a general rule the blacklist should
only be extended to associated companies where the directors/members common
to both entities were either directly involved in the misconduct against Transnet, or
failed to take remedial action for a serious offence. Furthermore, it is important to
consider whether the blacklisted director/member plays an active role in the
associated company or has a controlling stake in the associated company.

23.5 GUIDELINES FOR DETERMINING AN APPROPRIATE PERIOD FOR
BLACKLISTING

Blacklisting cannot be imposed for an indefinite period. The following is a general guideline
on the number of Years of blacklisting to impose on suppliers found guilty of misconduct
against Transnet:
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TABLE 18

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 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
reasons for the proposed blacklisting. The letter should also indicate whether
Transnet intends to cancel any existing contracts with the supplier. Proof of
delivery should be obtained. The companies/persons must be afforded a period
of 14 Working Days within which to make representations as to why they should
not be blacklisted or why existing contracts should not be cancelled.

b) After the 14-day period the Legal Department must consider the responses (if
any) from the companies/persons. The motivation must then be completed and
signed off by the Legal Department, Management and procurement.

23.6.6 The matter must then be submitted to the AC to consider whether or not to
proceed with the blacklisting. Should the AC support the blacklisting motivation, the
matter shall be forwarded with all supporting documentation to Group iSCM for
further action where the GCSCO will consider the matter. If blacklisting is no longer
recommended, the relevant Legal Department is to inform the OD and the relevant
entity concerned of this decision.

23.6.7 If supported, Group iSCM will draft the final submission and attach all original
documents including the relevant AC minutes for consideration by the GCFO.
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23.6.8 Final approval for blacklisting will be made by GCFO.

23.6.9 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.

23.6.10 Group iSCM will notify the Transnet Content Bureau to update the RAMIS and SAP
CLM system to either:

a) block the blacklisted company(ies) on the system altogether if all existing
contracts have been terminated and ensure that all payments already incurred
have been settled; or

b) ensure that no new contract may be loaded on the system if existing contracts
with the company have not been terminated so that payments on the existing
contracts may still be effected, and

c) Publish the blacklist on Transnet's external website so that blacklisted entities
may not be used as subcontractors or JV partners.

23.7 APPEAL AGAINST DECISION TO BLACKLIST

Any company/person against whom a decision with regard to exclusion from future business
has been taken may make representations to the GCE whose decision shall be final.

23.8 RESCISSION OF A DECISION TO BLACKLIST

The Transnet GCFO or his duly authorised delegate may at any time, on good cause shown,
rescind a decision taken or reduce the period of exclusion as initially determined.

23.9 ENFORCEMENT OF THE TRANSNET LIST OF EXCLUDED BIDDERS

Prior to the approval of the award of business by any AC, the Secretary of the AC shall verify
that no business is awarded to companies or persons appearing on Transnet's List of
Excluded Bidders. This will include verifying the identity numbers of the directors/members of
the recommended Bidder against the identity numbers of the restricted persons on the List.
The Secretary and Chairperson of the AC shall sign off a certificate stating that no business is
awarded to entities or persons appearing on Transnet's List of Excluded Bidders. The
certificate should be retained by the Secretary of the AC.

23.10 ANCILLARY ACTIONS

Furthermore, in cases of corruption or fraud, theft, extortion and forgery involving R100,
000.00 or more, Transnet must:

a) act in terms of section 34 of the Prevention and Combating of Corrupt Activities
Act 12 of 2004 and report the matter to the South African Police Services for
further investigation.

b) in addition to subparagraph (a) above Transnet may also, at its sole discretion,
decide to institute criminal and/or civil action.
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Figure [37] - The blacklisting process
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CHAPTER 24 : FUNCTIONS OF GOVERNANCE STRUCTURES AND DEPARTMENTS

24.1 MAIN ACQUISITION COUNCILS (Main AC)

Each division will have its Ov*;n main AC wfi.ch will consider and approve all procurement
processes, as well as the disposal of scrap, falling within its jurisdiction from R2 million, but
not exceeding R500 million. This is subject to the discretion of the OD CEO to lower the R2
million threshold, or to create secondary ACs. Transactions exceeding the CEO's Delegated
Powers will likewise be considered by the OD's main AC. If it concurs with the
recommendation, the matter will be referred to the relevant governance structure for
approval.

•NOTE: Should any
approval body not
agree with the
recommendation,
the matter must be
referred bad, to the
recommending
officei(s) for
reconsideration or
remotivation.

Transnet
Board*

,.- Board
/ Acquisitions and

Disposals
Committee

Main OD
Acquisition Councils

Exceeding
RlSOOmilllon

Up to but not
exceeding

R1500million

Up to but not
exceeding

R500million

Regional / Local
Acquisition Councils

Up to but not
e • ceectiny th<= mill

threshold of Main DAC

Recommendations: The RAC, main AC and the BADC will suppot t 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(-4) of the PFMA Transnet must obtain Ministerial approval for
the acquisition of a significant asset (exceeding R2,5 billion in terms of the latest
Shareholder's Compact) before proceeding with the acquisition.

Figure [38] - Thresholds for process approval

The Transnet Acquisition Council ("TAC") has similar roles and responsibilities to that of
the ODs' main ACs but it caters for the Group Corporate Head Office requirements, as well as
centre led transversal contracts. The TAC has no higher status than the ODs' main ACs.

24.1.1 Composition of the Main AC

The main AC is constituted as a governance committee of the OD CEO and shall
consist of senior management members within the OD. The main AC or CEO shall
have the discretion to create regional and/or local ACs, hereinafter referred to as
secondary ACs. An AC shall be comprised of the following persons:

a) A Chairperson, who will either be the CEO, or an executive or senior
management member, shall be appointed by the CEO of the OD. The
Chairpersons of secondary ACs will likewise be appointed by the main AC or
CEO.
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b) A Deputy Chairperson, who shall be one of the members mentioned in
paragraph (c) below and who shall be appointed by the OD CEO or elected by
the AC at a properly constituted 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 clear
proviso that the heads of Procurement, Finance, Legal and Risk in the OD will be
mandatory appointments.

(i) Members must be capable of exercising sound, unbiased judgement and offer
constructive comment.

(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
delegations applicable to secondary ACs. The thresholds must be clearly stipulated in
the relevant appendices to the Terms of Reference of the respective Main and
secondary ACs. It is also a requirement that the Divisional Delegation of Authority,
applicable to the signing authorities of individuals (similar to the Transnet DOA
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Framework) be included as part of the relevant main and secondary ACs' Terms of
Reference so as to ensure that there is no uncertainty as to the approval thresholds.

(Refer to DOA Summary Section A, Chapter 6)

Figure[39)'below illustrates the current AC hierarchy within theTransnet Group.

I HEADOFHCEACs

Acquisition Council Hierarchy atTransnet KEY DIVISIONAL ACs

BADC

UP TO BUT NOT
EXCEEDING R1,58N

PIPELINES

DAC > R2M

CORPORATE CENTRE

TAC > R2 M

FREIGHT RAIL

TFRAC > R40M
I

TFR HOAC < R10M
1

NATIONAL PORT AUTHORITY

BOARD

EXCEEDING Rl,5BN

RAIL ENGINEERING

TREDAC > RIM

I

PROPERTY

DAC > RSOO 000

CAPITAL PROJECTS

PORT TERMINALS

Chapter 24: Functions of Governance Structures and Departments

August 2012

Page 184 of 202

0078-0970-0001-0267

TRANSNET-REF-BUNDLE-04930



620

FOR INTERNAL USE ONLY PROCUREMENT PROCEDURES MANUAL

Figure [39] - Acquisition Council Hierarchy at Transnet |

24.1.4 Term

Members and alternates will be appointed for a specific term. The letter of
appointment shall dearly state the term of appointment (start and end dates) and
also whether the appointee is a full member or an alternate to a specific member.
The OD CEO shall have the power to, at any time, remove any member from the AC
and fill the resulting vacancy.

24.1.5 Confidentiality

Members are required to treat all information they receive as AC members/alternates
as strictly confidential. A confidentiality agreement shall be signed by the member at
the start of his/her tenure. Information shall not be divulged without proper and
specific authority.

Should a member wish to have anything clarified or explained prior to a scheduled
meeting or during circulation of a matter, such query should be referred to the AC
Secretary.

All AC records shall be kept securely in the custody of the Secretary of the AC. 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.

24.1.6 Conflict of Interest

Instances may arise when a member of the AC or an alternate has a direct or indirect
interest in a particular transaction/project or has been or can be deemed to have
been personally involved in the RFX process or business decision which gave rise to a
recommendation to the AC. In such cases, he/she shall declare such interest by
means of a standard declaration of interest form before the meeting commences and
also when the AC deliberates the specific matter. Declaration of a direct interest
will result in automatic 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. The reasons for this
decision must be officially recorded and kept on file. This will also apply to circulation
("Round Robin' items).

24.1.7 Meetings / Attendance

The AC shall meet at predetermined intervals. Where there is the need, special
meetings may be convened by the Chairperson.

Members are required to attend all meetings of the AC. For this reason, AC meetings
shall be scheduled well in advance. Should a member not be able to attend a specific
meeting, his/her alternate must attend. Attendance and participation by members
should be a SPO or at least a KPI, on the member's performance management
scorecard. This should be measured by the Chairperson of the AC.

Should a member be absent for more than three consecutive meetings, the
Chairperson shall pursue the matter with the member concerned and may
recommend to the CEO that such member vacates his/her position on the AC.

Individuals who are not members or alternates may, at the invitation of the
Chairperson, attend a meeting of the AC in an ex officio 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.

Chapter 24: Functions of Governance Structures and Department Page 135 of 202

August 2012

0078-0970-0001-0268

TRANSNET-REF-BUNDLE-04931



621

FOR INTERNAL USE ONLY PROCUREMENT PROCEDURES MANUAL

24.1.8 Quorum

A majority of the members/alternates appointed at any given time shall form a
quorum.

Should exceptional circumstances necessitate that, both a member and his/her
alternate attend the same proceeding, both votes may be taken into consideration to
form a quorum as members. Their alternates shall then be appointed on the AC by
virtue of their own specific expertise. The provisions of paragraph 24.1.7 above
should however be observed.

24.1.9 Voting and deliberation

The Chairperson shall submit any matter to the vote of the members of the AC in the
event of a difference of opinion or when requested to do so by a member of the AC.

In the event of a tie, the Chairperson shall have a casting vote in addition to his/her
deliberative vote.

24.1.10 Duties of the AC

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.

b) Deputy Chairperson

In the absence of the Chairperson, the Deputy Chairperson shall act in his/her
stead and shall be empowered to perform all the duties and exercise all the
powers vested in the Chairperson under the laid-down procedures and any other
DOA.

In the absence of, both, the Chairperson and the Deputy Chairperson from a
meeting of the AC, a Chairperson shall be elected out of the members/alternates
who are present.

c) Secretary

The Secretary shall undertake the tasks as imposed upon him/her by the
Transnet Supply Chain Policy and Procurement Procedures Manual (PPM) and
other relevant directives, or by the Chairperson of the AC or the GISCM Function
or the CEO of the OD.

The Secretary is regarded as the "gatekeeper" of the AC and he/she has to be a
person with impeccable integrity and honesty, who has the assertiveness to
make a positive contribution to the effective functioning of the AC. The
Secretary:-

(i) has the duty to act in good faith, duty of care, with skill and diligence and
avoid conflicts of interest;

(ii) shall keep a central bid (RFX) register and shall be responsible for the issuing
of RFP, RFQ and RFI numbers in respect of all bids issued by the OD to the
external market, falling within the monetary ambit of the AC. He/she will
report on progress with regards to completion of the process. (Register
template available on the iSCM Transnet Intranet);

(iii) shall give impartial advice and act in the best interests of Transnet and hence
should not be subject to undue influence by any of the AC Members. The
integrity of the Secretary's position must be protected as it is one of the most
effective internal controls available in governance;
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(iv) shall be the only person, apart from the AC Chairperson, to consider
authorising procurement staff to communicate with Bidders in the period
between the closing 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 and contract
administrators throughout the OD, end users and the bidding public.

Other responsibilities of the Secretary are to:

(ix) plan and arrange meetings of the AC, formulate and distribute proper agenda
packs (submissions in the prescribed format) for the meetings of the AC.
(Standardised submission templates are available on the iSCM Transnet
Intranet);

(x) ensure that all members attending a specific meeting of the AC are provided
with the necessary forms to declare any interest in matters serving before the
AC in that meeting;

(xi) ensure that a proper register of these declarations of interest is kept with the
minutes of that particular meeting;

(xii)arrange for and securely keep a voice recording of the proceedings and, in
writing, record proper minutes of the proceedings, deliberations, decisions and
resolutions of the AC. He/she should furthermore obtain the signature of the
Chairperson on each 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
Transnet's List of Excluded Bidders/Contractors(Blacklist). Such certificate
should be kept and securely filed with the minutes of each meeting of the AC;
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(xiv) be responsible for the receipt, opening and stamping of Bids where this duty
has been assigned to the AC Secretary. (Refer to Chapter 17 for the rules and
procedures pertaining to the bid opening process);

In respect of AC submissions:

(xv) verify the comparative schedule/evaluation, plus all the facts stipulated in
submissions to the AC;

(xvi) ensure that authorities for all communication and negotiation are indicated
in the submission to the AC, and the outcome of such
communication/negotiation is stipulated in detail in the submission;

(xvii) ensure that documentary evidence is available (copies to be kept on AC file)
in respect of all facts presented and statements made in the submission;

(xviii) proactively pursue the clarification of uncertainties prior to the meeting, so
that matters are not referred back unnecessarily;

(xix) edit* submissions to ensure that all requirements are met before the matter
is tabled at the meeting of the AC. (*Submissions are not physically edited
but an annexure must reflect all corrections and queries resolved by the
Secretary); and

(xx) draft "AC circulars" on behalf of the AC in respect of directives to be issued
by the AC.

(xxi) ensure that members are provided with an agenda at least 3 Working Days
before any scheduled AC meeting, in order for them the do the necessary
preparation before the meeting. Should a member have any queries on a
matter on the agenda, he/she should raise these with the Secretary
timeously, in order that the Secretary may obtain clarity before the
meeting.

24.1.11 Responsibilities and Obligations of Members

a) Members take collective and individual responsibility for processes followed,
decisions taken and resolutions carried by the AC.

b) In performing their legal 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; and

(iv) act professionally at all times.

c) Duty of care and diligence:

(i) Members owe a common law duty towards Transnet to act with due care and
diligence. Members are consequently liable for any prejudice suffered through
such Member's failure to carry on the business with the degree of care and
diligence that may reasonably be expected from a person of his/her
knowledge and experience. Hence, Members must fully inform themselves of
all material information available in the AC Pack so as to ensure that they act
with due care in the discharge of their duties.
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(ii) Members shall study the AC pack and properly prepare for a meeting of the
AC prior to AC meetings to ensure that they familiarise themselves with the
matters so that there is optimum 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.
e.g. Members do not act in good faith when they know they are making
material decisions without adequate preparation and deliberation and
simply do not care if their decisions cause breach of governance principles
and promote Fruitless and Wasteful Expenditure and consequent financial
loss to Transnet

24.1.12 Functions of the AC

a) To consider all recommendations from the OD with regard to the award of
external contracts for the procurement of Goods and Services, or the disposal of
scrap metal, where the total value of the business exceeds R2 million (subject to
the discretion of the CEO to lower such threshold).

b) To consider all subsequent amendments to material provisions (i.e. which have
a cost or risk implication) of contracts exceeding R2 million or where the original
value of the contract plus the cumulative value of the amendments will exceed
R2 million.

c) To consider and approve the non-award of business against any RFX falling
within its ambit.

d) To consider recommendations to approach the market to solicit Bids in respect
of a contract with a period of more than two Years, regardless of the value
(alternatively RFX to provide for different options).

e) The AC must be proactive and clarify uncertainties emanating from submissions,
prior to the meeting. This will ensure that matters are not referred back
unnecessarily, causing delays. Under no circumstances should matters be
referred back by ACs for trivialities.

f) To consider all recommendations in respect of bids as well as any extension of
existing contracts of which the original period, or the original period plus the
extension of the period together is/are longer than two Years regardless of
monetary value, and all subsequent amendments of material provisions to such
contracts.
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g) With regard to paragraphs 24.1.12 a) and b) above, ACs or the CEO may at
their discretion lower these limits and/or introduce similar structures on local or
regional level, to cater for matters falling below 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 Transnet's 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 all bids irrespective of the value. ACs may
at its own discretion and depending on internal structures, delegate the opening
of bids under a certain monetary value, to procurement offices or secondary
ACs, provided that it has satisfied itself that proper procedures and controls as
specified in the PPM are in place and are monitored on an on-going basis.

I) To obtain statistics and review, at regular intervals, details of all transactions
falling below the ACs jurisdiction (See template available on the Transnet
GISCM Intranet). Any alleged irregularities or trends that may arise out of the
purchase, sale, hiring or letting of Goods and the procurement of Services, shall
be investigated and corrective measures recommended by the AC if deemed
necessary.

m)To refer to the Governance COE/ (GISCM) for guidance/direction, any policy
and/or legal question/s which arise out of the laid-down procedures or out of a
bid, contract or contract amendment.

n) To exercise such powers and perform such duties as may be conferred or
imposed by the laid-down procedures.

o) To perform other functions as the BADC, the GCE, the Governance COE (Group
ISCM) or the OD CEO may determine or deem necessary from time to time.

Notes:

• Purely income generating contracts fall outside the scope of this document.
However, the acquisition of Goods and Services to give effect to such income
generating contract, fall within the scope of the PPM.

• The AC may refer a matter back only for reconsideration or re-motivation. It may
under no circumstances change a submission or change the award of the
business. On receipt of a revised/re-motivated submission the AC will again
consider the matter. Refer to paragraph 24.1.16d) below for the procedure to be
followed in instances where the AC still does not agree with the revised/re-
motivated submission of the Manager/procurement.

24.1.13 Powers of the AC

When considering any new transaction or any Material Amendment/s to an existing
contract, the AC has the power to, at its discretion:-
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a) call 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;

h) withdraw an item from the agenda of any meeting of the AC, provided that the
reasons for such withdrawal are duly recorded in the minutes of the meeting
and communicated to the submitter by the Secretary;

i) report any anomalies, irregularities or non-compliance with laid-down policies,
procedures or directives to the CEO (should the AC not be chaired by the CEO
himself/ herself);

j) exercise a discretion in those instances not explicitly provided in the laid-down
procedures or as may be entrusted to it by the relevant policies and procedures
or the Board Acquisitions and Disposals Committee, the Governance COE (Group
iSCM) 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.

24.1.14 AC approvals and provisos

a) The AC does not possess any executive authority to award external contracts for
the procurement of Goods and Services or disposal of assets.

b) All AC approvals are subject to the following provisos:

(i) there is still the need for the purchase, sale, hiring, or letting of Goods and
procurement of Services before the non-acceptance/regret letters to the
unsuccessful Bidder/s and the acceptance of the winning Bid to the Successful
Bidder are communicated by a Manager with the appropriate delegation of
authority to sign the contract;

(ii) the financial provision is adequate;

(iii) the best interest of Transnet is being served at the time of concluding the
contract, and
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(iv) the contract is signed by the Manager with the appropriate delegation of
authority.

24.1.15 Recording of votes via circulation ('Round Robin')

a) In urgent cases where the OD would be substantially prejudiced if a submission
is held over until the next scheduled meeting of the AC, the papers relating to
the specific matter may be circulated to the members of the AC. This will be at
the discretion of the Chairperson, but subject to the right of any member to
demand a meeting. There should be a 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
be called by the Secretary, with the consent of the Chairperson. Members
have the right to cast their vote until the deadline, irrespective of whether a
quorum has already been attained.

(iii) If the deadline has lapsed, and a unanimous vote by a quorum of members
has been attained, no further votes will be considered.

(iv) A resolution taken in such manner shall be officially noted and recorded in the
minutes of the next scheduled meeting of the AC.

b) In exceptional circumstances and only due to the non-availability of members,
the votes of a member and alternate may be taken into account in order to
attain a quorum. The stipulation contained in paragraph 24.1.7, should,
however, be observed.

24.1.16 Disagreement with a decision of the AC

a) In the event of a matter being referred back by the AC for reconsideration of the
recommendation made by the recommending officer/evaluation panel, the
recommending officer/evaluation panel shall:-

b) make a revised submission to the AC; or

c) should he/she disagree with the reasoning of the AC he/she shall, with the
concurrence of his/her executive officer, re-motivate the recommendation and
resubmit to the AC, whereafter the AC shall reconsider the matter; and

d) should the AC still not concur in the revised recommendation, the
recommending officer shall refer the matter to the CEO, who shall rule on the
matter.

24.1.17 Interpretation of PPM and Government Policy

In cases where the AC requires guidance on Government policy matters and in terms
of interpretation of the PPM, guidance must be sought from the GCSCO.
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24.1.18 Submissions to the AC (Precis)

a) Al! 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, authority to communicate or
negotiate, etc.

d) All submissions should be submitted to the secretariat well before the scheduled
meeting, to afford the secretariat enough time to properly vet the submissions.
It is suggested that submissions are handed in by 12h00, seven Working Days
before a scheduled meeting of the AC.

24.1.19 Reporting/Monitoring

a) The main OD AC reports to the CEO through its chairperson.

b) Secondary ACs report to the main ACs, and are responsible to monitor
transactions falling below their minimum thresholds, except for TCP, where the
Local ACs act autonomously.

c) Reports of all the ACs must include the following:

(i) statistics required for the compilation of the Group iSCM Governance
dashboard;

(ii) updates about the council's activities, as appropriate;

(iii) sensitisation on trends, irregularities and other anomalies or matters that may
significantly impact on the management of contracts and bids of the OD or
cause reputational harm to Transnet.

d) The performance of the main OD AC shall be monitored by the CEO.

e) Local / Regional ACs' performance will be monitored by the main OD AC.

f) The performance of the individual members and secretariat shall be monitored
by the chairperson of the AC.

24.2 TRANSNET ACQUISITION COUNCIL (TAC)

24.2.1 Role and Functions of the TAC

The TAC has similar roles and responsibilities to that of the OD main 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.

24.2.2 Refer to section 24.1 regarding the main OD AC as this paragraph is also applicable
to the TAC. Any powers assigned to a CEO with regard to the Main AC will apply to
the GCFO (or his delegate) as far as the TAC is concerned.
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24.2.3 Composition of the TAC

a) The TAC shall consist of senior management members within Group Corporate
Head Office who shall be appointed by the GCFO for a specific term:

(i) A Chairperson, who will either be the GCFO or an executive or senior
management member appointed by the GCFO;

(ii) A Deputy Chairperson, who shall be one of the members mentioned in
paragraph c) hereof;

(iii) Members with alternates, all of whom are Transnet employees in the Group
Corporate Head Office, selected by virtue of their specific expertise or
business focus. They must be capable of exercising sound, unbiased
judgement and offer constructive comment.

(iv) The Heads of Procurement, Legal, Financial Planning, Tax and Risk in the TCC
shall be mandatory appointments.

24.3 PROCUREMENT OMBUDSMAN

The Transnet Procurement Ombudsman (the Ombudsman) is appointed to provide Bidders as
well as Transnet with a fair, expeditious, and effective dispute resolution process. The
Ombudsman acts independently and objectively in resolving disputes and is not influenced by
anybody in making his or her decisions.

Below is a short summary of the role of the Ombudsman. For more information, refer to the
Terms of Reference of the Procurement Ombudsman, available on the iSCM Transnet
Intranet.

24.3.1 The role of the Procurement Ombudsman

a) The role of the Ombudsman is to enhance the integrity and fairness of
Transnet's procurement processes by providing an independent and objective
assessment of complaints which are lodged by unsuccessful Bidders regarding
any aspect of Transnet's bid process.

b) As a general rule, the Ombudsman will only consider complaints pertaining to
bids valued at R5 million and above.

c) Complaints involving bids below R5m must be sent to the CPO of the relevant
Transnet OD for review.

24.3.2 Powers of the Ombudsman

a) The Ombudsman has the power to conduct a full investigation of a complaint
and to make appropriate recommendations to the CPO and the CEO of the
relevant OD of Transnet regarding the appropriate remedial measures to be
undertaken.

b) Such measures may Include, but are not limited to the following:

(i) cancelling a bid if there is a material irregularity;

(ii) referring a bid back for re-evaluation;

(iii) amending a bid decision;

(iv) recommending that letters of censure be sent to any Transnet official;
and/or

(v) the institution of disciplinary, civil or criminal proceedings where appropriate.
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c) The Ombudsman may also on his own initiative launch a review of any bid
award, regardless of whether a formal complaint was received or not.

d) An investigation by the Ombudsman of any bid award may also be initiated by
an internal referral.

e) In most instances the Ombudsman will conduct the investigation without the
need for a format, oral hearing. However, in highly exceptional circumstances,
the Ombudsman may in his sole discretion conduct an oral hearing if it would
assist with the resolution of the matter.

24.3.3 The obligations of Transnet's Operating Divisions

a) Transnet's ODs shall:-

(i) immediately refer any complaints received over the threshold referred to in
paragraphs 24.3.1b) and 24.3.1c) above to the Ombudsman;

(ii) act within these Terms of Reference;

(iii) expeditiously comply with requests made by the Ombudsman in terms of the
Terms of Reference and Operational Procedures;

(iv) provide the Ombudsman with unrestricted access to relevant information,
documentation or persons in relation to an investigation; and

(v) abide by the decision of the CPO and the CEO of the relevant OD of Transnet
regarding the implementation of the Ombudsman's recommendation.

b) Transnet's ODs shall not:

(i) prevent a Bidder from making use of the services of the Ombudsman;

(ii) provide the Ombudsman with any misleading information; or

(iii) act vindictively toward a Bidder who made use of the services of the
Ombudsman.

24.4 CAPITAL INVESTMENT COMMITTEE (CAPIC)

24.4.1 Purpose

The CAPIC shall ensure that the resources that Transnet 5OC Ltd ("the Group")
invests for the development of capital projects are strategically managed and shall to
this end-

a) Ensure that decisions relating to capital expenditure are consistent with the
strategic focus of the Group; and

b) Ensure that capital expenditure complies with the budget and business plans
approved by the Board.

24.4.2 Composition

CAPIC is constituted as a committee of the Transnet SOC Ltd Group Executive

Committee:

• Chairperson - GCFO

• Secretary- Group Company Secretary

The following shall be members of CAPIC:

• GCFO (Chairperson)
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• GCE (ex offitio)

• Group Executive - Transnet Capital Projects

• Chief Executive Officers - TNPA, TPT, TFR, TRE and Pipelines

• Chief Information Officer

• Group Treasurer

• General Manager - Group Financial Planning

• Group Chief Supply Chain Officer

The GCE may at any time change the composition of this Committee or determine
that a person other than the GCFO chair meetings of CAPIC.

The Committee may invite such other officers of the Group as it deems fit to be in
attendance at CAPIC meetings.

24.4.3 Terms of Reference

CAPIC shall:

a) Ensure that investment in respect of capital projects is consistent with the
strategic focus of the Group and deals with the business of the Group in an
integrated manner;

b) Ensure that capital expenditure is in accordance with the budget and business
plans approved by the Board;

c) Determine the factors that shall inform the prioritisation of any capital
expenditure project over another;

d) Monitor the implementation of project plans to ensure that approved capital
expenditure projects are carried out with minimum delays;

e) Review and amend, subject to the limitations of the Board approved budget,
expenditure plans in respect of any project should it, as a result of any
unforeseen and unavoidable circumstances, it be necessary to effect such
amendment;

0 Ensure that in respect of each capital investment project proposed for
consideration by CAPIC, certification is given that there was proper compliance
with applicable processes relating to amongst others, risk management and that
such projects reflect optimum value for money; and

g) Conduct post-implementation reviews through, amongst others, external
auditors, to determine, amongst other things, whether value has indeed been
derived by the Group as a result of the relevant capital investment.

24.5 BOARD ACQUISITIONS AND DISPOSALS COMMITTEE (BADC)

24.5.1 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.
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24.5.2 Composition

a) The Group Acquisition and Disposal Committee ("the Committee") is constituted
as a committee of the Transnet Limited Board.

b) At least four directors of the Group shall be members of this Committee, the
majority of whom must be independent non-executive directors. The GCFO and
the GCE shall be ex officio members of the Committee.

c) The members of the Committee will be selected by virtue of their specific
expertise or business focus, but with a preference to members with specific
experience in procurement practices, law and finance. They must be capable of
exercising sound, unbiased judgment in order to fulfil their duties.

d) The Secretary shall be the Group Company Secretary.

e) The remuneration of the Chairperson and Committee members will be
determined by the Group Remuneration Committee and approved by the Board
in accordance with the fee structure approved by the Shareholder.

The following shall attend by invitation:

a) The Group Chief Supply Chain Officer; and

b) Such other persons determined by the Committee, who may include, where
deemed necessary by the Committee, members of senior management and
independent acquisition and disposal experts.

24.5.3 Roles and Responsibilities

a) The Committee has an independent role, operating as an overseer of the
acquisition and disposal function within Transnet. The Committee will also have
the power to consider and approve acquisitions and disposals in terms of its
mandate from the Board.

b) The Committee does not assume the functions of management, which remain
the responsibility of the executive directors, officers and other members of
senior management.

24.5.4 Authority

a) The Committee has authority to:-

(i) have access to any information it needs to fulfil its responsibilities;

(ii) seek independent advice at the Group's expense, subject to Transnet's
procurement policies and procedures;

(iii) have direct access to any executive of the Group or its subsidiaries; and

(iv) make amendments to the mandate subject to approval by the Transnet SOC
Ltd Board.

b) The Committee may form, and delegate authority to, committees and may
delegate authority to one or more designated members of the Committee.

c) The Committee shall make the recommendations to the Board that it deems
appropriate on any area within the ambit of its terms of reference where action
or improvement is required.
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24.5.5 Terms of reference

The Committee shall:

a) Oversee an annual review of Transnet's Procurement Procedures Manual and
the Construction Procurement Policy, Processes, Procedures and Methods within
Transnet Capita! Projects and ratify any amendments thereto;

b) Pre approve bids within its delegated authority up to the maximum of
investment decision/budget, before the bids are issued to market. This includes
acquisition and disposal of movable and immovable property, capital
investments, operational expenditure, the provision and acquisition of Services,
maintenance, refurbishment and the establishment of infrastructure, purchasing
of fuel, but excludes guarantees, indemnities and securities;

c) Monitor trends in general procurement spend;

d) Monitor trends in SD spend and progress on plan (includes support of National
Growth Plan, SD, preferential procurement, and Enterprise development);

e) Monitor compliance with PFMA and related supply chain management norms and
standards and advise the Board of potential risks in relation to irregular as well
as Fruitless and Wasteful Expenditure emanating from procurement practices;

f) Consider strategic acquisitions and disposals and make recommendations to the
Board;

g) Consider, for recommendation to the Board, potential private sector participation
models;

h) Approve, where so delegated by the Board of Directors, the award of bids in
accordance with the Company's Delegation of Authority Framework. The
Committee may approve modifications to bid awards where the cumulative value
of the contract plus the modification does not exceed the limits of its delegation
of authority as stated in the Delegation of Authority Framework document.

i) In considering the approval of a bid or Confinement, the Committee shall have
regard to any recommendation made by the relevant AC or senior official within
Transnet.

j) The Committee shall submit a list of all bids falling within its delegated authority
and approved by it to the Board for information purposes only. With regards to
matters above its maximum threshold, it will consider such matters in the
normal manner, and then make a recommendation to the Transnet Board.

k) When considering any Bid or any amendments thereto, the Committee may:-

(i) investigate any activity within its Mandate;

(ii) ask questions and request information or advice from any person;

(iii) request any employee to appear before the Committee;

(iv) refer the submission back for reconsideration;

(v) note matters presented to it for information, and/or offer comments; and

(vi) reserve a decision pending further information or clarification of a specific
matter.
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I) The Committee shall also approve disposals in line with the Delegation of
Authority Framework document.

24.6 INTEGRATED SUPPLY CHAIN MANAGEMENT (ISCM)

^4.b.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.

iSCM Governance Structure
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Figure [40] — iSCM Governance hierarchy
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24.6.3 Centres of Excellence

a) Centres of Excellence (COEs) are cross-divisional teams focusing on a particular
functional area. They focus on tactical issues relating to the functional area, and
are aimed at identifying and leveraging on the areas of excellence in Transnet.
Key strategic objectives will be executed through the COEs with a risk mitigation
plan supported by Enterprise Risk Management (ERM).

The current COEs within iSCM are as follows {Figure [41]):

Inbound supply chain

LLJs

Current CoE

Not a CoE

Governance

Human
Capital

Knowledge
Portal

Supplier
Development

Shared
Services

Systems

sc
Architecture

Value COEs

Sourcing Logistics & • Supplier
Warehousing H Development

Figure [41] - Centres of Excellence

24.6.4 Integrated Supply Chain Management (ISCM) Strategic Themes

The following are the key strategic iSCM themes:

• Corporate Plan

Corporate-
Strategy

ISCM Strategy

Volume and revenue growth
Creating capacity
Operational efficiency

• Financial strength
•SHEQ
• Development

SD Strategy

•ISCM Strategy • Develop supplier base
- QPtirn'Se monetary and social value from sourcing

activities
• Increase supply chain efficiency to become World
Class

• Proactrvery manage compliance risk
- Integrate SD Strategy

•Supplier • Support NGP objectives (e.g. job creation, etc)
Development through:
Strategy • Leading empowerment and transformation of

supplier base
- Leverage procurement to develop local suppliers to

S'.rpport localisation and trxlustnalisation

Figure [42] - iSCM themes
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24.6.5 Group iSCM Governance

The Group iSCM governance function is the author and custodian of the Transnet
Supply Chain Policy and the PPM.

Some of its key functions are to:-

a) issue and review the Transnet Supply Chain Policy and PPM (including standard
bid documents and templates);

b) monitor correct interpretation/adherence to policies and control measures in
collaboration with audit;

c) conduct research and development applicable to compliance;

d) maintain the iSCM Transnet Intranet as well as update the external website in
respect of procurement policies, procedures and bid related matters;

e) continuously build capacity at OD level;

f) administer Transnet's List of Excluded Bidders; and

g) provide assistance and expertise on all governance related issues.

24.6.6 Role and Function of Group Chief Supply Chain Officer (GCSCO)
The GCSCO is the head of the Group iSCM Function. He/she is responsible for the
whole of the supply chain function 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 all supply chain related submissions requiring Group approval (e.g.
confinements, condonations, new contracts and amendments exceeding the DoA of
the OD CEOs).

24.6.7 Terms of Reference of the iSCM Council

Group iSCM has been mandated to effectively integrate all supply chain management
(SCM) activities across Transnet's core businesses, to ensure that the efficiency and
effectiveness of doing business in South Africa is drastically improved through SCM
best practices. The iSCM Council is a structure set up to ensure that the iSCM
mandate is carried out effectively and efficiently.

The Council will develop the Supply Chain Management Strategy for Transnet, based
on consolidation of the individual ODs critical paths.

The Council will ensure alignment of all Operating Divisions' SCM functions in terms
of:

• Processes and Procedures;
• Systems;
• Human Capital Development;
• Strategic Sourcing;
• Contract and Supplier Management;

• Capital Procurement;
• Warehousing and Logistics Management;
• Policy and Governance; and
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• Knowledge Management.

The Council will also ensure a uniform strategy with regard to Broad-Based Black
Economic Empowerment. 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 Transnet's
obligations in terms of these important issues are met.

In addition, the Council will be the custodian/guarantor of world class standards in
supply management, professionalism, ethics and the proper implementation of
related policies and procedures throughout Transnet. It will also identify commodity
groups where standardisation across the Transnet Group, or the consolidation of
spend on commonly used Goods and Services can lead to financial and other benefits
for Transnet as a whole - transversal contracts.

24.6.8 Composition of iSCM Council
The Forum will consist of the following members:

• Group Chief Supply Chain Officer, (Chairperson)
• Executive Manager (Supply Chain)

• Executive Manager (Strategy & Execution)

• Executive Manager (Supplier Development)
• Executive Manager (Strategic Sourcing)

• CPO - Transnet Freight Rail.
• CPO - Transnet Rail Engineering.
• CPO - Transnet Port Terminals.
• CPO - Transnet National Ports Authority.

• CPO - Transnet Pipelines.
• CPO - Transnet Capita! Projects.

• CPO - Transnet Properties.
• CPO - Transnet Corporate Centre.

The following Managers will attend meetings of the Forum on an ex officio basis as
and when required:

• All COE Leads.
• Manager: Policy, Governance & 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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I Interpretation and Definitions

The following words and expressions bearthe following meanings unless f-e context indicates ctrierv.ise.-

1.1 "Board" means the Board of Directors of the Company and includes the Board when it acts in the capacity
as the Divisional Board of the deemed Authority under the National Ports Act No. 12 of 2005;

1.2 "Board Reserved Matters" means matters reserved by the Board as set out in Annexure A1 of Written
resolution 2011/P2;

1.3 "CAPIC" means the Capital Investment Committee, a committee of the Group Executive Committee which
has been established to make decisions regarding capital expenditure;

1.4 "CE" means Chief Executive of an Operating Division;

1.5 "Chairperson" means the person who is appointed as the Chairperson of the Board as per the MOI;

1.6 "Company" means Transnet SOC Ltd including its Operating Divisions and Specialist Units, with registration
number 1990/000900/30 and "Transnet" shall have a corresponding meaning;

1.7 "Company Strategy" means the strategy for the Company as approved from time to time by the Board;

1.8 "Consultant" means a person, or partners in a firm, or a company or a close corporation who can provide
expert or specialised advisory skills, but excludes anyone who also carries out the 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 n on-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, if 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.

1.9 "Delegation of Authority Framework" means this document, recording the nature and extent of authorities
required in order to implement certain actions by or on behalf of the company, including any sub-delegation
of authority where permitted and "Delegation" shall have a corresponding meaning;

1.10 "FRMF" mean Financial Risk Management Framework

1.11 "GCE" means Transnet Chief Executive of the Company;

1.12 "GCFO" means Transnet Chief Financial Officer;

1.13 "GCSCO" means Transnet Chief Supply Chain Officer;

1.14 "Group Executive Committee" or "Group Exco" means the executive committee established to take
responsibility for the day to day execution of strategy and running of the Company;

1.15 "Group Executive or Group Executive nominee" refers to the Group Executive responsible for the
supporting business or his/her nominee;

1.16 "International agreements" means agreements entered into with entities incorporated in foreign
jurisdictions or which are required to be construed in accordance with the laws of a foreign jurisdiction
including the neighbouring countries;

1.17 "Memorandum of Incorporation" or "MOI" means the constitutive documents of the Company, as
amended;

1.18 "Neighbouring Countries" means countries sharing a border with the Republic of South Africa;

1.19 Operating Divisions means the Operating Divisions of Transnet, namely, Transnet Freight Rail, Transnet
Engineering, Transnet National Ports Authority, Transnet Port Terminals and Transnet Pipelines;
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1.20 "PFMA" means the Public Financial Management Act 1 of 1999 (as amended), read together with its
regulations' including Treasury Regulations:

1.21 "Prescribed Officer" means a person who, within a company, performs any function that has been
designated by the Minister of Trade and Industry in terms of section 66(1), read with Regulation 38.

1.22 "Shareholder" means the Government of the Republic of South Africa represented by the Shareholder
Minister.

1.23 "Shareholder Minister" means the Minister of Public Enterprises as defined in the MOI;

1.24 "Shareholder's Compact" means the shareholder's compact being an agreement entered into pursuant to
section 52 of the PFMA betv/een the Shareholder representative and the Board from time to time;

1.25 "Specialist Unit" mean all business units of Transnet which have been deemed 'supporting businesses' in
terms of the Company Strategy, these include Transnet Property, Transnet Foundation, Transnet Capital
Projects and Transnet Corporate Centre. Where a Specialist Unit CE is not a member of the Group Exco, the
Group Exco member responsible for such Specialist Unit shall sub-delegate powers to the Specialist Unit's
CE;

1.26 "Subsidiary" means subsidiary as defined in the Companies Act 71 of 2008 (as amended) and Subsidiaries
shall have a corresponding meaning:

1.27 "Transnet" means the Company with its Subsidiaries and Operating Divisions as stated in clause 1.6 above.

1.28 "Treasury Regulations" means the regulations issued in terms of section 76 of the PFMA, amended from
time to time;

1.29 Transnet Total Asset Base: refers to the total value of the assets in Transnet and is set at the asset value
indicated in the integrated report for the year; and

1.30 "VAT" means Value Added Tax. All amounts indicated in the document are exclusive of VAT.
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2 Scope

This Delegation of Authority Framework records the nature and extent of the authorities delegated by the GCE to
certain err.pbyses and members of the Group Exco and other authorities delegated in order to implement certain
actions by or on behalf of the Company. It includes, to the extent necessary and/or incidental thereto, the authority to
discharge all of the duties, obligations and powers imposed upon the deemed Authority under the National Ports Act 12
of 2005.

3 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;
Enterprise Risk Management Framework; and
Any approvals by the Board and the Minister of Finance for the delegation of the power to borrow
money or issue a guarantee, indemnity or security, or enter into any other transaction that binds or
may bind the Company to any future financial commitment in terms of section 66 of the PFMA.

3.3 This Delegation supersedes any prior Delegations of Authority Framework and takes effect upon the date
determined by the Board of Directors.

3.4 Any proposal for amendments to this Delegation or to the authorities or the authorities delegated in this
Delegation must be submitted in writing to the Transnet Company Secretary for consideration and approval
by the Board of Directors.

4 Delegating Powers

4.1 A person authorised to exercise any of the authorities set out in clause 5 below ("original bearer of authority") may, in
writing, sub-delegate to his/her subordinate ("designate") during his/her temporary absence or for an indefinite period,
provided:

4.1.1 the authority is conferred by v/ay 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 v/ithin the original bearer of authority's respective area of
responsibility; and

4.1.3 the sub-delegated authority may be revoked at any time by the original bearer of authority.

4.2 Unless otherwise specifically indicated, approval of any of the matters listed in clause 5 below may be granted by a
designate.

4.3 With respect to all matters and authorities specifically listed in clause 5 below, the delegated authority by the GCE to
bind the Company is in regard to any business activity or transaction (or a series of related transactions) and is subject
to the value in the aggregate of all payments or any consideration made or to be made for any such business activity or
transaction(s) being complied with.

4.4 The original bearer of authority or designate must ensure that all the necessary procedures and/or approvals have
been fulfilled prior to exercising any of the matters and authorities listed in clause 5 below.
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5 Company Authorities

Limits of authority have been delegated by the Board of Directors to the Transnet Group Chief Err-cJ:vo In the
interest o! good coipoiain 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 govemance structures (CAPIC. Group Exco. etc.) this must be reported to
the relevant govemance stmctures immediately thereafter.

The authority to approve the Annual Corporate Plan and Budget of the Company vests with the Board of Directors,
provided that it must be submitted to the Shareholder in terms of Section 52 of the PFMA.

5.1 Capital Expenditure

NOTE 1: Capital expenditure may only be authorised if the project has been so approved by CAPIC or the
relevant divisional CAPIC in accordance with the limits set out in this Delegation of Authority
Framework and capital funds have 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. All requests for capital expenditure exceeding the
Divisional CE's limit must be submitted to the project administrator at Transnet Financial Planning.

5.1.1 CAPEX in approved budget/Corporate Plan: To commence projects

Approval
Authority —•

Operating
Divisions

Approval
Authority —»

Specialist
Units

OD
Exco/CE

excluding
TFR

Up to but
not
exceeding
R200m

TFR
Exco/CE

Up to but
not
exceeding
R400m

Group Exco Member

Up to but not exceeding
R20m

Transnet
CAPIC/GCFO

Up to but not
exceeding
R800m

Transnet
CAPIC/GCFO

Up to but not
exceeding
R3Q0m

Group
Exco/GCE

Up (o but
not
exceeding
R 1000m

Group
Exco/GCE

Up to but
not
exceeding
R 1000m

Board
Acquisitions and

Disposals
Committee

Up to but not
exceeding
R2000m

Board
Acquisitions and

Disposals
Committee

Up lo but not
exceeding
R2000m

Board

Up to but not
exceeding
R3900m

Board

Up to but not
exceeding
R3900m

Shareholder
Minister

Exceeding
R3900m

Shareholder
Minister

Exceeding
R3900m

'Refer to Materiality and Significance Framework. If the set limit (R3900m) is exceeded then the Board has to consider
and recommend to Shareholder Minister for approval.

• Approval limits are per individual project, reported on a monthly basis to Group Financial Planning.
• Amounts indicated above exclude the capitalisation of borrowing costs.

• All ICT projects requiring Transnet approval must be signed off by the Head: Enterprise Information
Management Services.

• Board Acquisitions and Disposals Committee refers to the Acquisitions and Disposal Committee of the
Board. Group Exco/GCE to be the final approval gate for all capitalisation of maintenance projects (COPEX)
irrespective of the value of the project provided that it has been included in the Corporate Plan.

• Front end loading (FEL) studies for level 1 and 2 may be approved in terms of the operating expenditure
DoA, FEL 3 studies may be approved as standalone (excluding execution) per the above table. Please refer
to the Accounting Policy for Conceptual, Pre-feasibility and Feasibility Studies when capitalising FEL studies.

• Approvals exceeding R2000m but less than R3900m in ETC are to be reported to the Shareholder Minster
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5.12 Unforeseen CAPEX (not included in budget/Corporate Plan)

Approval
Authority —•

Operating
Divisions

Approval
Authority - »

Specialist Units

OD Exco'CE
excluding

TFR

Up to but not
exceeding
R50m

TFR
Exco/CE

Up to but
not
exceeding
R75m

Group Exco Member

Up to but not exceeding
R20m

Transnet
CAPIC/GCFO

Up to but not
exceeding
R400m

Transnet
CAPIC/GCFO

Up to but not
exceeding
R400m

Group
Exco/GCE

Up to but not
exceeding
R500m

Group
Exco/GCE

Up to but not
exceeding
R500m

Beard
Acquisitions and

Disposals
Committee

Up to but not
exceeding
R 1000m

Board
Acquisitions and

Disposals
Committee

Up to but not
exceeding
RIOOOm

Board

Up to but
not
exceeding
R3900m

Board

Up to but
not
exceeding
R3900m

Shareholder
Minister

Exceeding
R3S00m

Shareholder
Minister

Exceeding
R3900m

'Refer to Materiality and Significance Framework. If the set limit (currently R3900m) is exceeded then the Board has to
consider and recommend to Shareholder Minister for approval.

• All unforeseen Capex approved by Operating Divisions/Specialist Units within their delegated authority, must
be reported on a quarterly basis to Group Financial Planning.

• Amounts indicated above exclude the capitalisation of borrowing costs.
• All 1CT projects requiring Transnet approval must be signed off by the Head. Enterprise Information

Management Services
• Approval limits are per project at Operating Divisional level subject to an aggregate divisional limit of R200m

per annum and R400m for TFR on condition that divisions remain within their annual approved capital budget
(refer to 5.1.3.1).

• Divisional investment committees are to monitor the limits pertaining to the respective OD and to escalate
submissions to Transnet if the respective OD limits are reached.

• If an unforeseen project will result in the divisional 7 year investment plan being increased then Group Exco
needs to be approached for approval.

5.1.3 Increase in Estimated Total Cost (ETC) of Existing/Approved Projects

Approval Authority

Operating Divisions

Approval
Authority —*

Specialist Units

OD Exco/CE
excluding TFR

ETC may be
increased to a
maximum of
R200m,
increases
beyond this
amount ma/
only be
approved at
Transnet Level

TFR Exco/CE

ETC may be
increased to a
maximum of
R4Q0m,
increases
beyond this
amount may
only be
approved at
Transnet Level

Group Exco Member

ETC may be increased to a
maximum of R20m, increases
beyond this amount may only be
approved at Transnet Level

Transnet
CAPIC/GCFO

Up to but not
exceeding
RSOOm

Transnet
CAPIC/GCFO

Up to but not
exceeding
R800m

Group Exco/
GCE

Up to but not
exceeding
RIOOOm

Group Exco/
GCE

Up to but not
exceeding
RIOOOm

Board
Acquisitions

and Disposals
Committee

Up to but not
exceeding
R1400m

Board
Acquisitions

and Disposals
Committee

Up to but not
exceeding
R1400m

Board

Exceeding
R 1400m

Board

Exceeding
R1400m

Increase in ETC of projects already approved by the Shareholder Minister must be reported to the
Shareholder Minister if the increase is in excess of 15%.
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• All ICT projects requiring Transnet approval must be signed off by the Head: Information Management
Services.

• All cost increases in excess cf 25% cf the appro;ed budget for a project must be reported to Transnet
CAPIC/GCFO.

• Amounts indicated above exclude the capitalisation of borrowing costs. Increases in ETC of a project solely
due to the capitalisation of borrowing costs may be approved by the OD Exco'CE. Project costs and
capitalisation of borrowing costs are to be managed separately and may not be expended on projects
interchangeably.

5.1.3.1 Any increase in excess of the annual approved capital investment budget must be submitted to Transnet CAPIC/GCFO
for approval.

5.1.4 Asset Write-off/Scrapping: MovableAssets

Approval
Authority - »

Operating
Divisions

Approval
Authority —»

Specialist
Units

OD Exco/CE
excluding TFR

Up to but not
exceeding

RIOm

TFR
Exco/CE

Up to but not
exceeding

R50m

Group Exco Member

Up to but not exceeding R5m

Transnet
Capic/GCFO

Up to but not
exceeding

RIOOm

Transnet
Capic/GCFO

Up to but not
exceeding

R100m

Group
Exco/GCE

Up to but not
exceeding

R250m

Group Exco/
GCE

Up to but not
exceeding

R250m

Board
Acquisitions

and Disposals
Committee
Up to but not

exceeding
R700m

Board
Acquisitions

and Disposals
Committee

Up to but not
exceeding

R700m

Board

Exceeding
R700m

Board

Exceeding
R700m

'Refer to Materiality and Significance Framework. If the set limit (currently R3900m) is exceeded then the Board has to
consider and recommend to Shareholder Minister for approval.

• The above amounts refer to net book value and are a cumulative annual limit Write-offs above R10m and
above R50m in the case of TFR must be reported to Transnet CAPIC/GCFO quarterly.

• Divisional investment committees are to monitor the limits pertaining to the respective OD and to escalate
submissions to Transnet if the respective OD limits are reached,

5.1.5 Asset write-off/Scrapping/Demolition of Immovable Assets (excluding land) e.g. buildings, structures

Approval
Authority —

Operating
Divisions

Approval
Authority —*

Specialist
Units

OD Exco/CE
excluding TFR

Up to bu! not
exceeding

R10m

TFR
Exco/CE

Up to but not
exceeding

R50m

Group Exco Member

Up to but not exceeding R5m

Transnet
Capic/GCFO

Up to but not
exceeding

R150m

Transnet
Capic/GCFO

Up to but not
exceeding

RIOOm

Group Exco/
GCE

Up to but not
exceeding

R250m

Group
Exco/GCE

Up to but not
exceeding

R250m

Board
Acquisitions

and Disposals
Committee

Up to but not
exceeding

R300m

Board
Acquisitions

and Disposals
Committee

Up to but not
exceeding

R300m

Board*

Exceeding
R300m

Board*

Exceeding
R300m

'Refer to Materiality and Significance Framework. If the set limit (currently R3900m) is exceeded then the Board to
consider and recommend to Shareholder Minister for approval.

• The above amounts refer to an estimated market value at that point in time and are a cumulative annual limit.
• Divisional investment committees are to monitor the limits pertaining to the respective OD and to escalate

submissions to Transnet if the respective OD limits are reached.
• Write-offs below R10m and below R50m in the case of TFR must be reported to Transnet CAPIC/GCFO

quarterly.

Delegation of Authority Framework - effective 1 June 2013 Page 8

0078-0970-0001-0293

TRANSNET-REF-BUNDLE-04956



646

5.1.6 Disposal of Movable Assets (excluding sale of scrap)

Approval
Authority - •

Operating
Divisions

Approval
Authority - »

Specialist
Units

OD Exco/CE'

Up to but not
exceeding R50m

Group Exco
Member

Up to but not
exceeding R5m

Transnet
Capic/GCFO

Up to but not
exceeding RIOOm

Transnet
Capic/GCFO

Up to but not
exceeding RIOOm

Group Exco/GCE

Up to but not
exceeding R250m

Group Exco/GCE

Up to but not
exceeding R250m

Board Acquisitions
and Disposals

Committee

Up to but not
exceeding R700m

Board Acquisitions
and Disposals

Committee

Up to but not
exceeding R700m

Board#

Exceeding
R700m

Boards

Exceeding
R700m

'The above amounts refer to an estimated market value and are subject to a cumulative annual limit of R200m. For
sale of scrap please refer to 5.5.1.

• Divisional investment committees are to monitor the limits pertaining to their OD and to escalate submissions
to Transnet once the respective OD limits are reached.

• rRefer to Materiality and Significance Framework. If the set limit {currently R3900m) is exceeded then the
Board to consider and recommend to Shareholder Minister for approval.

5.1.7 Management's intervention in addressing non-compliance with regard to the approval of capital projects

Approval Authority —»

Operatinq Divisions
Approval Authority—*

Specialist Units

ODCE

Nil
Group Exco Member

Nil

GCFO
Nil

GCFO
Nil

GCE
Unlimited

GCE
Unlimited

• Together with the application for approval of non-compliance, the requestor must advise on the
steps/corrective measures taken to avoid a repeat of the transgression within 30 d3ys of the transgression
being discovered.

• If the approval of non-compliance results in the annual divisional budget being exceeded, then the request
must be submitted to Transnet CAPIC for approval (refer to 5.1.3.1).

5.1,8 Alienation/acquisition of Immovable property (land and servitudes)

Approval
Authority —

Operating
Divisions

Approval
Authority —»

Specialist
Units

OD Exco/CE
excluding TFR

• Up to but not
exceeding R10m

TFR
Exco/CE

Up to but not
exceeding

R50m

Group Exco Member

Up to but not exceeding R1m

Transnet
Capic/GCFO

Up to but not
exceeding

R200m

Transnet
Capic/GCFO

Up to but not
exceeding

R200m

Group
Exco/GCE

Up to but not
exceeding

R350m

Group
Exco/GCE

Up to but not
exceeding

R350m

Board
Acquisitions and

Disposals
Committee

Up to but nol
exceeding R500m

Board
Acquisitions and

Disposals
Committee

Up to but not
exceeding R500m

Board'

Exceeding
R500m

Board*

Exceeding
R500m

•Refer to Materiality and Significance Framework. If the set limit (R3 900m) is exceeded then the Board to consider and
recommend to Shareholder Minister for approval.

• Approval limits are per transaction and are with reference to market value
• All transactions entered into in terms of the above must be reported to Transnet CAPIC/GCFO
• Only immovable property on the non-core list, may be disposed of (refer to 5.1.8.1), such disposal may only

be done through the Specialist Unit, Transnet Property.
• Amounts indicated above exclude the capitalisation of borrowing costs.
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5.1.8.1 Newly identified properties to be included on the non-core list (Book value of individual properties)

5.2

5.2.2

GE: Transnet Property

Up to but not exceeding
R50m

GCFO

Up to but not
exceeding R100m*

GCE

Up to but not
exceeding R200m

Board Acquisitions and
Disposals Committee

Up to but not exceeding
R300m

Board

Exceeding R300m

* These disposals must be reported to Transnet Capic/Group Exco/Board Acquisitions and Disposals
Committee/Transnet Board.

Treasury

Treasury Policies and Strategies

Approval Authority - *

Financial Risk
Management Framework

Group
Treasurer

Recommend

GCFO

Recommend

GCE

Recommend

Audit
Committee

Recommend

Board

Approve

NOTE 1: In respect of all transactions set out in paragraphs 5.2.1 to and including 5.2.10, the necessary legal
advice must be obtained where applicable and persons executing such transactions must comply fully
with the applicable Enterprise Risk Management Framework and any revised limits determined in terms
of such framework and the provisions of the PFMA and, when in doubt, persons must consult the
Treasury Compliance Officers and Transnet Finance or Transnet Legal Services.

NOTE 2: Only approved financial instruments as approved in terms of the applicable Treasury Financial Risk
Management Framework approved by 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 Transnet debt write-off)

Approval Authority —»

Operating Divisions

Specialist Units

Deputy Treasurer:
Back Office

Up to but not
exceeding R5m

Up to but not
exceeding R2m

Group Treasurer

Up to but not exceeding
R10m

Up to but not exceeding
R10m

GCFO

Up to but not
exceeding R20m

Up to but not
exceeding R20m

GCE

Exceeding R20m

Exceeding R20m

All breaches of the above limits to be reported to the Audit Committee.
External debt write-off on financial instruments due to counter-party liquidation may only be approved by the GCE.

Maximum annual loss on all repo activities (Realised and unrealised)

Approval
Authority —•

Group

Traders and
Chief Trader

Up to but not
exceeding R1m

Deputy
Treasurer: Front

Office
Up to but not
exceeding R1.5m

Group Treasurer

Up to but not
exceeding R2.5m

GCFO

Up to but not
exceeding
R5m

GCE

Exceeding R5m

All breaches of the above limits to be reported to the Audit Committee
Note: The above limits are aggregate desk limits

5.2.3 Buy and sellback and sell and buyback transactions (Expressed in nominal terms)

Approval
Authority

Group

Duration
Limit

Traders and
Senior Traders

Up to but not
exceeding R250m

2 weeks

Chief Trader

Up to but not
exceeding R500m

3 weeks

Deputy
Treasurer: Front

Office
Up to but not
exceeding R750m

1 month

Group Treasurer

Up to but not
exceeding R1 000m

1 month

GCFO

Exceeding R1
000m

> 1 month
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5.2.4

5.2.5

5.2.7

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 ups or
extensions (expressed in USD equivalent)

Approval
Authority

Group

Traders

Up to but not
exceeding an
aggregate
equivalent of
S20mperday
(desk total)

Chief Trader

Up to but not
exceeding an
aggregate
equivalent of
S40mperday
(desk total)

Deputy
Treasurer:
Front Office

Up to but not
exceeding an
aggregate
equivalent of
S100mperday
(desk total)

Group Treasurer

Up to but not
exceeding an
aggregate of S250m
per day (desk total)

GCFO

Exceeding a daily
equivalent of S250m
(desk total)

All breaches of the above limits to be reported to the Audit Committee.

Foreign Exchange Hedging Transactions New hedges or re-alignment of existing hedges (expressed in USD
equivalent)

Approval
Authority —•

Group

Tenure

Deputy Treasurer
Middle Office

Submissions not
exceeding S10m

Not exceeding 18
Months

Group Treasurer

Submissions not exceeding
S100m

Not exceeding 3 years

GCFO

Submissions exceeding S100m

Exceeding 3 years

All breaches of the above limits (amount or tenure) to be reported to the Audit Committee.

5.2.6 Foreign Exchange Hedging Transactions: Extensions, early take ups (expressed in USD equivalent)

Approval
Authority

Group

Traders

Not exceeding an
aggregate equivalent
of S20m per day (desk
total)

Chief Trader

Not exceeding an
aggregate equivalent
of S50m per day (desk
total)

Deputy Treasurer:
Front Office

Not exceeding an
aggregate equivalent
of SiOOmperday
(desk total)

Group Treasurer

Exceeding an aggregate
of$100mperday(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 goods/services to be
delivered to Transnet in respect of Rand agreements involving foreign content

Approval
Authority —»

Group

Traders

Not exceeding
$10m

Chief Trader

Not exceeding
S25m

Deputy Treasurer:
Front Office

Not exceeding
S50m

Group Treasurer

Exceeding $50m

All breaches of the above limits to be reported to the Audit Committee for noting.
The above limits are applicable per agreement.
Note: The Business Units must always obtain quotes on FX forward rates and liaise with the Treasury Trading desk
that will verify the rates to ensure it is market related. The Business Units can only 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 v/ill provide sign off on the rate acceptance.

Delegation o( Authority Framework -effective 1 June 2013 Page 11

0078-0970-0001-0296

TRANSNET-REF-BUNDLE-04959



649

5.2.8 Interest Rate Risk Hedging

Approval
Authority —*

Group

Tenure

Notional Amounts

Notional amount of hedge expressed in
USD (FX loans and leases)
Notional amount of hedge expressed in
ZAR (ZAR loans and leases)

Group Treasurer

Up to but not exceeding
S100m
Up to but not exceeding R1
000m

Not exceeding 5 years

GCFO

Exceeding S100m

Exceeding R1 000m

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 v/ill apply.
The above limits are applicable per hedging submission.

5.2.9 Hedging of fuel risk exposures (commodity risk)

Approval
Authority —»
Tenure
Notional hedge
expressed in RAND

Group Treasurer

Not exceeding 6 months

Not exceeding R250m

GCFO

Not Exceeding 18 months

Exceeding R250m

All breaches of the above limits to be reported to the Audit Committee.
Note: The maximum hedge should not exceed 75% of annual budgeted consumption inclusive of energy levy income.
The above limits are applicable per hedging submission.
Note: Where no specific limit is mentioned, the FRMF policy on commodity risk will apply.

5.2.10 Granting of InterTransnet Loans (Interest-bearing only) to divisions/subsidiaries

Approval
Authority—*

Operating Division

Subsidiary

Deputy Treasurer:
Front Office

Up to but not
exceeding R750m

Up to but not
exceeding R10m

Group Treasurer

Up to but not exceeding
R1 000m
Up to but not exceeding
R25m

GCFO

Exceeding R1 000m

Exceeding R25m

These above limits are cumulative per financial year.

5.2.11 Letters of Credit

Approval
Authority —*

Transnet

Deputy Treasurer:
Front Office
Up to but not

exceeding R100m

Group Treasurer

Up to but not
exceeding R200m

GCFO

Up to but not
exceeding 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 Management Framework and
subject to such limits determined in accordance with such framework may be utilised to hedge any risks.

NOTE 2: The total nominal funding amount per financial year in respect of Bonds and any other funding
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 applicable, persons so designated in writing by the Group Treasurer.
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5.2.12 Loan/Funding documentation approvals per instrument per financial year

Approval Authority —>
Tapping of bonds

Bank Loans (including
overnight facilities)
Commercial Paper

ECA supported funding

New bond issues (in approved
funding plan)
Development funding

Foreign funding
Any other source of funding not
stipulated above

Group Treasurer

Up to but not
exceeding R1bn

Up to but not
exceeding R250m
-

Up to but not
exceeding R250m
-
-

GCFO
Not exceeding R5bn
(Electronic signatures are
utilised on pricing
supplements as per standing
approval)
Up to but not exceeding
R2.5bn
Not exceeding R5bn
(Electronic signatures are
utilised on pricing
supplements as per standing
approval)
Up to but not exceeding R1 bn

Up to but not exceeding R1bn

Up to but not exceeding R1bn

Up to but not exceeding Rlbn
Up to but not exceeding R1bn

GCE
Exceeding R5bn
(Electronic signatures are
utilised on pricing
supplements as per
standinq approval)
Exceeding R2.5bn

Exceeding R5bn
(Electronic signatures are
utilised on pricing
supplements as per
standing approval)

Exceeding R1bn

Exceeding R1bn

Exceeding R1bn

Exceeding R1bn
Exceeding R1bn

The above is further subjected to the following annual aqgregate limit

R1.5bn R10bn
Limited to the annual
Board approved
borrowinq plan *

The above is subject to the following:
• Be executed in accordance with the approved strategy as incorporated in the Corporate Plan (including any

approved amendments).
• Be within the laid down cash holding limits of Transnet.
• All breaches of the above limits 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.

5.2.13 Signing of legally binding agreements in respect of Treasury related activities
(Including ISDA, ISMA agreements and Bank facilities}

Only the GCE and/or the GCFO have authority to sign. The Group Treasurer may sign with a specified delegation of
authority,

5.2.14 Counterparty Limits: Setting of Limits

Approval Level

Group Treasurer

Price Risk Limits <R25m^

Recommendation of Bond
Issue and Bond Issuer Limits
Recommendation of
Settlement Limits2

Recommendation of limits
where Transnet is exposed to

GCFO

Price Risk Limits <
R250 m3

Approval of Bond Issue and
Bond Issuer Limits
Approval of Settlement
Limits2

Approval of limits where
Transnet is exposed to

GCE

Price Risk Limits <
R500 mJ

Board Audit Committee
Counter Party Risk
Limits'
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counterparty issuer risk as a
result of advance payment
g'jaran'.e?s, performance
bonds, retention bonds etc.
issued under supplier
agreement/contracts*

counterparty issuer risk as a
result of advance payment
guarantees, performance
bonds, retention bonds etc.
issued under supplier
agreement/contracts3

Note: Where no specific limit is mentioned, the FRMF policy on Counter Party Risk will apply.
Note1: The approved counterparty risk may be utilised for price risk, investment risk as well as issuer risk (in respect of

advance payment guarantees, performance bonds, retention bonds etc.) as long as the sum of the individual
exposures remains within the overall Audit Committee approved risk limit

Note-: Settlement risk limits are set 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

5.2.15 Appointment of Commercial Bankers and the Opening of Bank Accounts

A!! OD/SU

Process to follow

Group Treasurer

Recommendation to open bank accounts
and the appointment of bankers.

GCFO
Approval of new bank accounts and the
appointment of bankers and the approval of all
documentation relating to such accounts,
including electronic banking documentation.

There is no delegation to any OD/SU to appoint commercial bankers or to open bank
accounts, domestically or internationally; only the GCFO may make such appointments.

5.2.16 Establishing financial policy with regard to insurance

Authority Level GCFO after consulting with Chief Risk Officer. (Insurance
role moved to Group Treasury according to the PWC
Benchmarking Exercise Report.)

Board Risk Committee to approve.

5.2.17 Authorisation of cheque signatories, Test keys and EFT's

Signing Cheques
Signing Test keys for paying/receiving
Electronic transfer of funds

Tv/o A signatories or one A and one B signatory
Two A signatories or one A and one B signatory
Two A signatories or one A and one B signatory

5.2.18 Payment instructions and confirmation notes

Signing payment instructions/ receipts/ settlement
instructions:
Signing confirmation notes in respect of approved
financial transactions executed:

Two A signatories or one A and one B signatory

One A signatory

5.2.19 Approval of Annual Borrowing Plan

Group
Board

Approve the annual borrowing plan for execution by Treasury
Annual borrowing plan to be recommended by the Group Treasurer, GCFO and the Audit Committee for approval by
the Board.

5.2.20 Authorisation to enter into binding transactions

Group

Group Treasurer
Authorise Treasury employees to enter into binding financial
transactions on behalf of the Transnet
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5.2.21 Issuing of Guarantees (subject to requirements of section 66 of the PFMA)

Transnet

Group Treasurer
Up to but not exceeding
R25m

GCFO
Up to but not exceeding
R200m

GCE
Up to but not
exceeding R500m

Board

Exceeding R500m

All breaches of the above limits to be reported to the Audit Committee.
Limits are per transaction.

5.2.22 Issuing Letters of Support

Group
Board

Only the Board of Directors has authority to issue letters of support

5.2.23 Issuing of security per transaction (subject to section 66 of the PFMA)

Group

Group Treasurer
Up to but not
exceeding R250m

GCFO
Up to but not exceeding
R500m

GCE
Up to but not
exceeding R1 000m

Board
Exceeding R1 000m

The above limits are per transaction. All breaches of the above limits to be reported to the Audit Committee.

5.2.24 Advance Payment Guarantees (APG) and Performance Bonds (PB) in Supplier Agreements

Notional Value

Issuer Acceptance

ODCFO
Up to but not exceeding

R25m

Treasury
Up to but not exceeding

R75m
All issuers

Group CFO
Exceeding R75m

All Issuers

The limits are cumulative per annum
The OD CFO is required to obtain legal acceptance from the Divisional Legal Department and or Group

Legal in respect of all APGs and PBs
APGs and PBs should be constructed in a manner that they become payable on demand
The minimum long term credit rating requirements may not be less than

o A- from Fitch Ratings or Standard and Poors or
o A3 from Mood/s
o Issuers not rated will not be accepted
o Group Treasury may also consider an equivalent rating from other recognised rating agencies as

contained in the FRMF
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5.3 Finance

5.3.1 Bad Debt Write-off

Trade Debtors

Approval
Authority —*
Operating
Divisions

Approval
Authority —•

Specialist
Units

OD Exco/CE*
excluding TFR
Up to but not
exceeding
RlOm

TFR Exco/CE

Up to but not
exceeding
R20m

Group Exco Member

Up to but not exceeding
R5m

GCFO

Up to but not
exceeding
R100m

Transnet
Capic/GCFO
Up lo but not
exceeding
R100m

Group Exco/
GCE

Up to but not
exceeding
R250m
Group Exco/

GCE
Up to but not
exceeding
R250m

Audit
Committee

Up to but not
exceeding
R500m
Board Audit
Committee

Up to but not
exceeding
R500m

Board

Exceeding
R500m

Board*

Exceeding
R500m

'Approval limits are R10m and R20m for TFR per transaction subject to an annual cumulative limit of R50m and R100m
for TFR. Specialist unit limit is R5m cumulative per annum.

5.3.2 Setting of limits for credit facilities (Trade debtors)

Approval
Authority —»

Operating
Divisions

Specialist
Units

Divisional
CFO

excluding
TFR

Up to but not
exceeding
R10m
Up to but not
exceeding
R5m

OD
Exco/CE'
excluding

TFR
Up to but not
exceeding
R20m
Up to but not
exceeding
R10m

TFR CFO

Up to but not
exceeding
R100m

n/a

TFRCE

Up to but not
exceeding
R150m

n/a

GCFO

Up to but not
exceeding
R300m
Up to but not
exceeding
R300m

GCE

Exceeding
R300m

Exceeding
R300m

Limits are per individual customer/client. Credit limits are to be reviewed on an annual basis. The limits are applicable
subject to the division following the credit evaluation process.
Internal limits between ODs are not applicable.

5.3.3 Issuing of Credit notes

Approval
Authority —*
Operating
Divisions
Specialist
Units

Divisional CFO

Up to but not
exceeding R10m

Up to but not
exceeding R5m

ODExco*

Up to but not
exceeding R20m

Up to but not
exceeding R10m

GCFO

Up to but not exceeding
R300m

Up to but not exceeding
R300m

GCE

Exceeding R300m

Exceeding R300m

Limits are per individual credit note and relates to external parties. Issuing of credit notes regarding intemaLlnterdivisional
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 of the product reconciliation process.
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5.3.4 Exceeding the operational expenditure budget in total for the year (Operating Divisions/Specialist Units)

The Bo=ird of Director to be informer) at every meeting of the financial sta'us and h'est estimates of the Company

Approval Authority —»

Operating Divisions

Specialist Units

ODCE*

Up to but not
exceeding 5% of
approved budget
Up to but not
exceeding 5% of
approved budget

GCFO

Up to but not exceeding
7.5% of approved
budget
Up to but not exceeding
7.5% of approved
budget

GCE

Exceeding 7.5% of
approved budget to a
maximum of 10%
Exceeding 7.5% of
approved budget to a
maximum of 10%

Board

>10%

> 10%

^ ^ _ _ . 1 I r «J i tj . \ _ _ I—

* To be reported quarterly to the GCFO and GCE together with mitigating action plans to ensure that key financial metrics
are maintained or met.

Delegations for operational transactions that are too detailed to include in the Transnet Delegations of Authority
Framework will be determined and applied in terms of the details set out by the CE/GE in conjunction with the
CFO of the respective OD/SU.

5.4 Procurement

All procurement transactions (including reverse logistics - selling of goods) must fully comply with the approved Transnet
Supply Chain Policy and Procurement Procedures Manual (PPM), as well as the Transnet Capital Projects Construction
Procurement Policy, Processes, Procedures and Methods (CPPPPM) where applicable - Any commercial agreement (for
the purchase of goods or services) must be signed off by an authorised employee of Supply Chain Management
(Procurement) prior to signing of the contract to indicate that all the steps as per clause 5.5 below have been followed
and that all procurement related governance has been adhered to.

5.4.1 Appointment of Consultants

Approval
Authority —•

Operating
Divisions

Approval
Authority —•

Specialist
Units

ODCE*

Up to but not
exceeding
R25m

Group Exco
Members

R10m

GCFO

Up to but not
exceeding R50m

GCFO

Up to but not
exceeding R50m

Group Exco/
GCE

Up to but not
exceeding R200m

GCE

Up to but not
exceeding R200m

Board
Acquisitions

and Disposals
Committee

Up to but not
exceeding
R300m

Board
Acquisitions
and Disposals

Committee
Up to but not
exceeding
R300m

Board

Exceeding
R300m

Board

Exceeding
R300m

'Approval limits are cumulative per annum. Excludes appointment of consultants to perform feasibility studies for capital
projects.
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5.4.2 Approval to approach the market for Open Tenders

5.4.3

Approval
Authority —»

Operating
Divisions

Approval
Authority—"

Specialist
Units

ODCEand
TCPGE

Up to but not
exceeding
R450m

Specialist Unit
HOD

(budget owner)

Up to but not
exceeding
R75m

GCSCO

Up to but not
exceeding
R525m

GCSCO

Up to but not
exceeding
R525m

GCFO

Up to but not
exceeding
R750m

GCFO

Up to but not
exceeding
R750m

GCE

Up to but
not
exceeding
R1000m

GCE

Up to but
not
exceeding
R1000m

Board
Acquisitions
and Disposals

Committee

Up to but not
exceeding
R2000m

Board
Acquisitions
and Disposals
Committee

Up to but not
exceeding
R2000m

Board

Exceeding
R2000m

Board

Exceeding
R2000m

'The OD CE may only delegate these powers to go to market with Open Tenders to Heads of Procurement The
Requisition (or Request to Purchase) issued to Procurement must be approved by the OD's Budget Owner or his duly
authorised delegate. Such approved requisition or Request to Purchase will signify that the acquisition has been
approved and that the necessary funds are available.
Submissions requiring approval of the GCSCO or higher must also include a procurement strategy document, signed off
by the person with the delegated authority.

# The Requisition (or Request to Purchase) issued to Procurement must be approved by the Specialist Unit's HOD or his
duly authorised delegate. Such approved requisition or Request to Purchase will signify that the acquisition has been
approved and [hat the necessary funds are available.
Submissions requiring approval of the GCSCO or higher must also include a procurement strategy document, signed off
by the person with the delegated authority.

Approval to approach the market for confined tenders: Confinement of tenders (not subject to the quotation
system)

Approval
Authority

Operating
Divisions

Approval
Authority

Specialist
Units

ODCEand TCP
GE

Nil

Group Exco
Members

Nil

GCSCO

Nil

GCSCO

Nil

GCFO

Nil

GCFO

Nil

GCE

Up to but not
exceeding
R250m

GCE

Up to but not
exceeding
R250m

Board
Acquisitions

and Disposals
Committee

Up to but not
exceeding
R 1000m

Board
Acquisitions

and Disposals
Committee

Up to but not
exceeding
RIOOOm

Board

Exceeding
R1000m

Board

Exceeding
R1000m

The limits are pertransaction.'confinement. All requests for approval of confinements must be made by the OD CE/Group
Exco Member to the GCE. The OD Specialist Unit shall prepare the submission in collaboration with Transnet integrated
supply chain management (iSCM) to ensure that the rules for confinement are met.
In instances where confinement is confidential the GCE may approve such confinement without the confinement request
being routed via any other authority.
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5.4.4. Management's intervention to address non-compliance with procurement policies and procedures

Approval
Authority

Operating
Divisions

Approval
Authority

SU

ODCEandTCP
GE

Nil

Group Exco
Members

Nil

GCFO

Nil

GCFO

Nil

GCE

Up to but not
exceeding R50m

GCE

Up to but not
exceeding R50m

Beard
Acquisitions and

Disposals
Committee

Up to but not
exceeding RIOOOm

Board
Acquisitions and

Disposals
Committee

Up to but not
exceeding RIOOOm

Board

Exceeding
RIOOOm

Board

Exceeding
RIOOOm

All requests for approval of non-compliance must be made by the OD CE/Group Exco member to the GCE. The
CD/Specialist Unit shall prepare the submission in collaboration v/ith Transnet iSCM to ensure that the rules for the
addressing of non-compliance are met. Together v/ith 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 Board Acquisitions and Disposals Committee

5.4.6 Procurement process approval

NOTE: Each OD.'SU will have its own main Acquisition Council (AC) which v/II consider and approve all procurement processes,
as well as the disposal of scrap, falling within its jurisdiction from R2 million, but not exceeding R500 million. This is
subject to the discretion of the OD/SU CE to lower the R2 million threshold, or to create Secondary Regional/Local
Acquisition Councils. The OD/SU CE may also delegate certain process approval powers to the relevant Manager for
matters below the Secondary Acquisition Councils' delegation. Transactions exceeding the OD/SU CE's Delegated
Powers will also be considered by the OD's main AC for recommendation to the higher approval body (e.g. the BADC). If
it concurs with the recommendation, the matter will be referred to the relevant person/structure with the delegation of
authority for approval. Should any process approval body not agree with the recommendation, the matter must be
referred back to the recommending officer(s) for reconsideration or re-motivation.

Approval
Authority

Operating
Divisions
including
TCP

Approval
Authority

Specialist
Units
excluding
TCP

OD and TCP
(Secondary and/or
Main) Acquisition

Councils

Up to but not exceeding
R450m

Specialist Unit
(Secondary and'or Main)

Acquisition Councils

Up to but not exceeding
R5m subject to the
contract period not
exceeding 5 years

Group Chief
Supply Chain

Officer

Up to but not
exceeding R525m

Group Chief
Supply Chain

Officer

Up to but not
exceeding R525m

GCFO

Up to but
not

exceeding
R750m

GCFO

Up to but
not

exceeding
R750m

GCE

Up to but
not

exceeding
RIOOOm

GCE

Up to but
not

exceeding
RIOOOm

Board
Acquisitions

and Disposals
Committee

Up to but not
exceeding
R2000m

Board
Acquisitions and

Disposals
Committee

Up to but not
exceeding
R2000m

Board

Exceeding
R2000m

Board

Exceeding
R2000m
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5.5 Contracts/Agreements

NOTE1: Any person who has been authorised to execute any legal documents including deeds, leases,
assignments, contracts, applications, financial instnjments, external submissions to or on behalf of
Transnet and.'or its OD or any other legal documents may only do so with the prior advice of the
relevant Legal Services department as set out in the Transnet Legal Policy.

NOTE 2: Unless otherwise indicated in the authorities below, the authority to execute a contract or other
binding document carries with it like authority to cancel or modify it, but only with the prior written
advice of the relevant Legal Services department as set out in the Transnet Legal Policy and if it
relates to Procurement Contracts, the approval of the relevant Acquisition Council {as per the
Procurement Procedures Manual - PPM).

NOTE 3: Any person authorised to enter into an agreement'contract or other binding document involving
capital expenditure must have obtained prior financial approval in terms of the procedures set out in
5.1 prior to entering into such a CAPEX contract.

NOTE 4: Approval limits are per transaction/contract.

NOTE 5: The authority to execute a contract or other binding document 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 to the
original scope of the binding document must be supported by authorised amendment.

NOTE 6: In terms of the PPM all amendments to contracts must be approved by the Manager (i.e. a person
with the relevant delegated powers) who originally signed the initial contract as well as by the relevant
Acquisition Council where the amendment exceeds 10% of the original contract value.
For higher value contracts (i.e. those signed by the operating division's CE, the GCFO or GCE), it is
advisable to obtain a written mandate from that official empowering a delegate to administer such
contract and to effect changes to such contract not exceeding 10% of the initially approved contract
value.

5.5.1 Enter into and signing of Contracts/Agreements and award of business: (including the sale of scrap)

Approval
Authority

Operating
Divisions

Approval
Authority

Specialist
units
excluding
TCP

ODCEandTCPGE

Up to but not exceeding
R450m

Specialist
UnitCE

Up to but not
exceeding
R5m subject
to the contract
period not
exceeding 5
years

Group
Exco

members

Up to but
not
exceeding
R30m

Group
Chief

Supply
Chain
Officer

Up to but
not
exceeding
R525m

Group
Chief

Supply
Chain
Officer

Up to but
not
exceeding
R525m,

GCFO

Up to but
not
exceeding
R750m

GCFO

Up to but
not
exceeding
R750m

GCE

Up to but
not
exceeding
R1000m

GCE

Up to but
not
exceeding
R1000m

Board
Acquisitions

and
Disposals
Committee

Up to but not
exceeding
R2000m

Board
Acquisitions

and
Disposals
Committee

Up to but not
exceeding
R2000m

Board

Exceeding
R2000m

Board

Exceeding
R2000m
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Values are per contract for the full term of the contract (Total value of contract excluding VAT) on condition that
approval has been obtained forthe related expenditure over the period. Please refer to the conditions stipulated below.
Payments. Once the decision to contract has been issued, contract execution v.ill be governed by the Operating
Divisions, including the payment process provided that the contract amount is not exceeded.

5.5.1.1 Contracts > R500m, including Transnet's top 60% value opex items and capex contracts

Prior to entering into a high value (greater than R500m) / highly complex contract (especially for Transnet's top 60%
value opex items as dealt with by Transnet iSCM Strategic Sourcing commodity teams), any authorised official must
first liaise with a multi-disciplinary team of experts at Transnet Corporate Office, who should each sign off on the
following parts of any agreement/contract or other binding document:
• Group Legal Services - entire document
• Transnet GCFO to sign-off after sign-off from the finance departments (Group Finance/Reporting, Financial

Planning, Tax and Treasury).

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

5.5.1.2 International Contracts/Agreements {all contracts)

• Approval 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 FX agreements above R50m from
Group Legal, Group Treasury, Group Tax and Group Reporting, both where the contract will be concluded in
foreign currency and especially in such cases where foreign contracts will be concluded in South African Rand, as
this may expose Transnet to an embedded derivative. All FX agreements above R100m must apart from the
above also obtain written approval from the GCFO.

5.5.2 Enter into and Signing of Revenue Contracts/Agreements and authority to issue binding quotes locally:
(excluding lease contracts and the sale of scrap)

Approval
Authority

Operating
Divisions

Approval
Authority

Specialist
units

ODCE
Limit per Annum
per contract up to
but not exceeding

5 years

Up to but not
exceeding R300m

Specialist Unit CE
Limit per Annum
per contract up to
but not exceeding

5 years

Up to but not
exceeding R10m

GCFO
Limit per Annum per

contract up to but not
exceeding

5 years

Up to but not exceeding
R500m

GCFO
Limit per Annum per

contract up to but not
exceeding

5 years

Up to but not exceeding
R500m

GCE
Limit per Annum
per contract up

to but not
exceeding

5 years

Up to but not
exceeding
RIOOOm

GCE
Limit per Annum
per contract up

to but not
exceeding

5 years

Up to but not
exceeding
RIOOOm

Board
Acquisitions and

Disposals
Committee

Limit per Annum
per contract and

contracts
exceeding

5 years

Up ID but not
exceeding
R3000m

Board
Acquisitions and

Disposals
Committee

Limit per Annum
per contract and

contracts
exceeding

5 years

Up to but not
exceeding
R3000m

Board
Limit per Annum per

contract and
contracts exceeding

5 years

Exceeding R3000m

Board
Limit per Annum per

contract and
contracts exceeding

5 years

Exceeding R3000m

Transnet integrated customer agreements where a service incorporates more than one division must be signed off
by the GCFO and the Group Executive: Commercial in addition to sign off by the OD CE's, up to but not exceeding
revenue of R500m per annum not exceeding 5 years.
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5.5.3

• 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:

o The contract period exceeds 5 years
o The annual value of the contract exceeds R3000m.
o 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
Divisions

Approval
Authority

Specialist
units

GCFO
Limit per Annum per
contract up to but not

exceeding
5 years

Up to but not exceeding
R500m

GCFO
Limit per Annum per

contract up to but not
exceeding

5 years

Up to but not exceeding
R500m

GCE
Limit per Annum per

contract up to but
not exceeding

5 years

Up to but not
exceeding RIOOOm

GCE
Limit per Annum per

contract up to but
not exceeding

5 years

Up to but not
exceeding R1000m

Board Acquisitions and
Disposals Committee
Limit per Annum per

contract and contracts
exceeding

5 years

Up to but not exceeding
R3000m

Board Acquisitions and
Disposals Committee
Limit per Annum per

contract and contracts
exceeding

5 years

Up to but not exceeding
R3000m

Board
Limit per Annum per

contract and contracts
exceeding

5 years

Exceeding R3000m

Board
Limit per Annum per

contract and contracts
exceeding

5 years

Exceeding R3000m

5.5.4 Internal Contracts

Contracts betv/een divisions such as service level agreements and project specific agreements may be entered into
betv/een OD CE's.

5.5.5 Property and Lease Agreements

All external Property Lease Agreements (excluding vacant land) as well as other expenditure leases.

Approval
Authority —*

Operating
Divisions

ODCEand
TCPGE

Up to but not
exceeding
R!5m
annualised

Tenure not
exceeding 5
years

Transnet
Property GE

Up to but not
exceeding R50m
annualised

Tenure not
exceeding 5 years

GCFO

Up to but not
exceeding
R200m full term

Tenure not
exceeding 10
years

GCE

Up to but not
exceeding
R500m full term

Tenure not
exceeding 15
years

Board
Acquisitions and

Disposals
Committee

Exceeding R500m
full term

Tenure exceeding
15 years

Tenders that include alienation/teasing out of land for a period longer than 5 years must be submitted to the GCE
for approval prior to going out on tender or RFP.
Cession of leases: All cession or assignment of Lease agreements shall be approved by the Group CFO or Group
Executive: Transnet Property. For cession of leases at OD level the Chief Executive of the respective OD may
approve cession or assignment of lease agreements.
Cession of lease agreements with a change to material terms of the existing lease e.g. extension or shortening of
the lease period, change of rental terms etc. may be approved in terms of the above limits i.e. where the original
lease was approved in terms of the delegated authority above, changes of material terms to be approved by the
same approval body.
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All external Lease Agreements (> 5 years) of properties on land/properties adjacent to other I and'properties of
ODs and/or belonging to Transnet Property, must be communicated and agreed with the relevant
divisiorVTransnct Property before entering into ar./ Lease Agreements.
All leases for vacant land may only be approved by the GCE with the above limits for the GCE applicable i.e. if the
lease value exceeds R500m or the tenure exceeds 15 years then Board Acquisitions and Disposals Committee
approval is required. For the purposes of this transaction vacant land is considered to be undeveloped land.
In cases where vacant land is leased out with its own rental premium applicable to it and a separate rental
premium for improvements located on the portion of the same leased site, although part of one lease transaction -
to the extent that the proposed lease has lettable vacant land, the GCE shall approve such lease transactions in
line with his limits of authority as stated in the table above.
Interdivisional leases for vacant land may be entered into and signed by the respective
OD CEs/GE: TCP/GE: Transnet Property.
Special Delegation to apply to the CE of TNPA in compliance with the National Ports Act of 2005 as amended.
Internal leases between Transnet Property, Operating Divisions and Specialist Units may be signed by the CEs of
the respective ODs/SUs.
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5.6 Legal Services

NOTE: The provision of legal services must be in accordance with the Transnet Legal Policy. In respect of all litigation
the bearer of the authority may, after taking legal advice from Transnet, execute all documents and do all
things necessary to give effect to his/her authorisation including submission though governance structures.

5.6.1 Commencing or settling any litigation, arbitration

5.6.2

5.6.3

Approval
Authority —»

Operating
Divisions

Divisional Head:
Legal and Risk

Up to but not
exceeding R2m

ODCE,
GE: Transnet
Property and

GE:TCP

Up to but not
exceeding R10m.
Greater than R10m
but less than R35m
with concurrence of
GE: Group Legal
Services

GE: Group
Legal Services

Up to but not
exceeding
R50m

GCFO

Up to but not
exceeding R100m
with concurrence
of GE: Group
Legal Services

GCE

Exceeding
R100m

Approval limits are per litigation matter and relate to the settlement amount of that particular matter.
Commencement may be effected by an authorised person from the legal function

Any disputes with government entities or where the outcome of any litigation,
arbitration or similar proceedings is likely to have a material effect on the business,
financial condition or prospects of the Company
Matters which pose a reputational risk to the Company should be submitted for
consideration.

Board of Directors

Board Risk Committee

Defending, subject to paragraph 5.6.1 above and Transnet Legal Policy, any
litigation (actions or applications) in court or any other competent forum

GE: Group Legal Services/
ODCE

5.6.4 Subject to the Transnet Legal Policy, the appointment of external advisors attorneys, advocates and any other
external legal advisors

Approval
Authority —»
OPERATING
DIVISION

Specialist
Units CEs and
Heads of Legal

ODCE

Up to but not exceeding
R10m
Specialist Units CEs
and Heads of Legal

Up to but not exceeding
R5m

GE: Group Legal Services

Up to but not exceeding R50m

GE: Group Legal Services

Up to but not exceeding R50m

GCE

Exceeding R50m

GCE

Exceeding R50m
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5.7 Human Resources

INTRODUCTION
The Delegation of Authority for Human Resources provides for controls and good govemance in the following areas:
• Organisation Management
• Personnel Appointments and Remuneration
• Appointment of Fixed Term Contract Employees
• Interim / Ad-hoc Remuneration Adjustments
• Rewards / Awards / Exceptional Payments / Ex-gratia Awards
• Suspension of Employees
• Dismissal of Employees
• Mutual Separation Agreements
• Collective Bargaining and Trade Union Recognition
• Deviation from approved Human Resources Policies

PRINCIPLES
1. Any approval in the Human Resources environment must be obtained from a manager who is at least two

hierarchical reporting levels higher than the employee for whom authorization is required.
2. When acting in a higher capacity, decision for own portfolio or department that will ordinarily be recommended by

the acting incumbent must be referred to one level higher.
3. Where an incumbent acts for a period of longer than three months, the full powers of delegation of the position in

which the person is acting, may be transferred to the acting incumbent.
4. Each OD may implement stricter delegations and increase the level of authority above those set out in the

document. Any such change must be in writing.
5. Board approval is required for the appointment and remuneration of the Transnet GCE and GCFO.
6. The Remuneration, Social and Ethics Committee (REMSEC) provides final approval for the annual reward

allocation including the salary mandate.
7. The REMSEC provides final approval for the remuneration packages for Group Exco according to the DPE

Remuneration standards.
8. All matters relating to the position of the GCE and GCFO are reserved for the Board and Shareholder Minister in

line with the Company's governing legislation and mandates.

ABBREVIATIONS

The abbreviations used in the Human Resources Delegation of Authority are set out in the table below:

FA
FA:CC
R
A
C
N
GE:HR
CE,GE
GM: HRE
GM:ER
OD HR GM
LM:GM

Final Approval
Final Approval for Corporate Centre
Recommendation
Has provided advice
Consultation
Noting
Group Executive: Human Resources
Chief Executive of OD or relevant Group Executive of Corporate Staff Department
General Manager: Human Resources Enablement
General Manager: Group Employee Relations
General Manager. Human Resources at the Operating Division
Line Management - General Manager
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The table below sets out the delegation framework for Human Resources,

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

• No permanent or fixed term contract position can be created or the grade level changed unless the approved
Organisation Management governance was followed in respect of the evaluation of positions and ratification of
grade levels.

HUMAN RESOURCES

1.1 GroupExco (Aleve!)

1.2 General Managers (B level)

1.3 Executive Managers (C level)

1.4 Senior Management (D level
and below)

REMSEC

FA

GCE

R

FA

GE:HR

R

A

ODCB
Group

Executive

R

FA

ODHRGM

R

FA

LM:GM

R

R

2 Personnel Remuneration

• The REMSEC reviews the GCEs assessment of performance and approves/recommends the remuneration of
Group Exco Members, Prescribed Officers and Extended Exco to the Board for approval by the Shareholder

• The remuneration of the abovementioned category of employees shall be in terms of the Remuneration
Standards.

• The appointment and remuneration of all management level employees (levels A to F) will be guided by the
Guidelines and Salary Bands issued by the Group Remuneration Office. These Guidelines and Salary Bands will
take into account the occupational specific categories.

• For managers in levels A and B the Group Remuneration Office will recommend the appropriate remuneration
bands based on market information and internal parity. Approval of the final appointment and remuneration
package will be in terms of the delegations below.

• Each OD will apply the Guidelines and Salary Bands when appointing and structuring the packages of
management employees in levels C and below. Approval of the final appointment and remuneration package will
be in terms of the delegations below.

• After salary adjustments and before a mandate is sought for the next financial year, the Group Remuneration
Office will conduct a comparative analysts of salaries across ODs to inform the Group Guidelines and Salary
Bands of managers for the new financial year. Affordability and the need for internal and external parity will inform
these guidelines.

HUMAN RESOURCES

2.1 GroupExco (Alevel)

2.2 General Managers (B level)

2.3 Executive Managers (C level)

2.4 Senior Management (D level and below)

REMSEC
&

CORP
GOV

C

GCE

'FA
FA

GE:HR

R

R
A

ODCE/
Group

Executive

R
FA

ODHR
GM

R
FA

LM:
GM

R

R

The Chairpersons of Remuneration, Social and Ethics and the Corporate Governance and Nominations Committees will be
consulted by the GCE for the appointment of Group Exco Members (other Ihan executive directors). The consultation will be through
a memorandum submitted to the Chairpersons of the Committees
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1 3 Appointment of Fixed-Term Contract Employees

A person appointed on a fixed-term contract (for a specific period of time or to perform a specific project} must be
appointed iiitu a grsdeJ puSition.

HUMAN RESOURCES

3.1 GroupExco(A Level)

3.2 General Managers (B level)

3.3 Executive Managers (C level)

3.4 Senior Management (D level and below)

REMSEC

FA

GCE

R
FA

GE:
HR

R

ODCB
Group

Executive

R
FA

ODHR
GM

R
FA

LM:
GM

R
R

4 Counter Offers and Interim Salary Adjustments

• In line with the Group Remuneration Philosophy approved by the REMSEC there will be no interim / ad-hoc
remuneration adjustments.
If an employee produces a written and current counter offer of employment with details of the remuneration
package, and Transnet seeks to retain the employee based on the criticality of the employee's skill, an interim
adjustment of the employee's current remuneration package may be offered in terms of the delegations below.
Any counter offer must be in accordance with the Group Guidelines and Salary Bands issued by Group
Remuneration.

HUMAN RESOURCES

4.1 Group Exco (A Level)

4.2 General Managers (B level)

4.3 Executive Managers (C level)
4.4 Senior Managemenl (D level

and below)

REMSEC

FA

GCE

R
FA

GE-.HR

N
R
FA

ODCE/
Group

Executive

R
R

ODHR
GM

R

FA

GM:HRE

R
R
R

FA-CC

LM:
GM

R

R

5 Internal Rewards / Awards / Exceptional Payments / Ex-gratia Awards

The amounts reflected below are per initiative (not per individual employee payment} per annum

HUMAN RESOURCES

5.1 RIOm and above
5.2 Between R5m but not

exceeding R10m

5.3 Between R50 000 but
not exceeding R5m

5.4 Between R20 000 but
not exceeding R50 000

5.5 Up to but not exceeding
R20 000

5.6 Up to but not exceeding
R10 000

Board

FA

REMSEC

R

FA

GCE

R

R

FA

GE:HR

R

R

R

FA

FA

GCFO ODCE/
Group

Executive

R

FA

FA

FA

HR
GM

R

R

R

GM:
HRE

R

R

R

R

R

R

LM:
GM

R

R

R
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6 Suspension of Employees

• The suspension of all employees is per the delegations of authority below.
• In Liie case oi me suspension of a bargaining unit employee, the relevant OD Employee Relations Manager must

recommend ihe suspension based on the merits of the case.

HUMAN RESOURCES

6.1 Group Exco (A level)
6.2 General Managers (B levelj
6.3 Executive Managers (C level)
6.4 Senior Management (D level to F

level)
6.5 Bargaining unit employees

GCE

FA
FA

GE:HR

R
R
FA

ODCE/
Group

Executive

R
R

ODHR
GM

R

R

GM:
ER

R
R
A

A

LM:
GM

R

FA

Line
Manager

R

FA

ER
Manag

er

A

R

7 Dismissal of Employees

• The dismissal of any employee for reasons of discipline or incapacity must be preceded by a fair hearing in line with
Transnet policies.

• The dismissal of an employee for operational requirements must be preceded by a fair consultation process.

HUMAN RESOURCES

7.1 Group Exco(Alevel)
7.2 General Managers (B level)
7.3 Executive Managers (C level)
7.4 Senior Management (D level to F level)
7.5 Bargaining unit employees

GCE

FA
FA

GE:
HR

R
R
A

ODCE/
Group

Executive

R
FA
A

ODHR
GM

R
R

GM:
ER

R
A
R
R

LM:
GM

R
FA

Line
Manager

R
FA

ER
Manager

A
A
R

8 Mutual Separation

Terms and conditions and financial settlement amounts of mutual separation agreements for A - D Roles will be guided
by the Guidelines issued by the Group Remuneration Office.

HUMAN RESOURCES

8.1 Group Exco(Alevei
8.2 General Managers (B level)
8.3 Executive Managers (C level and below)

REMSEC

FA

GCE

R
FA

GE:HR

R
R
FA

ODCE/
Group

Executive

R
R

ODHR
GM

R

GM:ER

R
R
R

LM:GM

R

9 Collective Bargaining and Trade Union Recognition

HUMAN RESOURCES

9.1 Conclusion of any Collective Agreements
with Unions excluding shift patterns

9.2 Mandate for salary and wage
negotiations

9.3 Recognition of Trade Union and Signing
of Recognition Agreement

REMSEC

FA

N

GCE

R

N

GE:HR

FA

R

FA

ODCE/
Group

Executive

R

R

ODHR
GM

R

R

GM:ER

R

R

R

LM;GM

10 Deviation from Approved Human Resources Policies and recommendation of Governance related policies

HUMAN RESOURCES

10 1 Any deviation from a Transnet HR Policy
10.2 Recommendation of Policies to Group Exco
10.3 Report all human capital risks

Group
Exco

FA
N

GCE

FA

GCFO GE:
HR

cr 
tr

ODCEs
Group Exco

R

HR
GM

R

GM:
ER

R

LM:
GM

R
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5.8 General Delegations

5.8.1 Chartering of Aircraft

Authority Level
Chartering of Aircraft
Chartering of helicopters for operations

ODCE
NIL

R250 000'

GCFO
Up to but not exceeding R3m
Up to but not exceeding R1m

GCE
Exceeding R3m
Exceeding R1m

* The limits for OD CEs are cumulative per aircraft per month.

5.8.2 Mobile phones: Authorising payments exceeding monthly limits {reflected in mobile phone contract)

TransnetWide
Group Exco Member

Up to but not exceeding
R10 000 per month

GCFO
Up to but not exceeding
R20000 per month

GCE

Exceeding R20000 per month

5.8.3 Entertainment Expenditure

Authority Level ODCE
Up to but not exceeding
R50000 per occasion

Group Executives
Up to but not exceeding
R50000 per occasion

GCE
Amounts exceeding R5000Q
per occasion

Costs incurred by any person on behalf of the Company must be authorised by that person's superior and must be
within the approved budgetary limits. Supporting documentation should be marked cancelled to prevent re-use thereof.
All entertainment expenses must be business related expenses.

Rewards/Awards/Exceptional Payments to external parties: (Examples: Ex-gratia awards, exceptional
performance, recognition payments)

Operating
Divisions

Specialist
units

ODCE
Up to but not
exceeding
R50000

Group Exco
Members

Up to but not
exceeding
R50000

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 but not
exceeding R10m

REMSEC

Up to but not
exceeding R10m

Board

Exceeding R10m

Board

Exceeding R10m

5.8.5 Sponsorships and Donations

Approval
Authority —»
Operating
Divisions
Approval
Authority —••
Specialist
Units

ODCE

Up to but not
exceeding R5m

Group Exco
Members

Up to but not
exceeding R2m

GCFO

Up to but not
exceeding R7m

GCFO

Up to but not
exceeding R7m

GCE

Up to but not
exceeding R10rn

GCE

Up to but not
exceeding R10m

REMSEC

Up to but not
exceeding R20m

REMSEC

Up to but not
exceeding R20m

Board

Exceeding R20m

Board

Exceeding R20m

Approval limits are cumulative per annum e.g. the OD CE can approve a total amount of R5m per annum for
sponsorships and donations.

5.8.6 Annual filing of tariffs with regulators

• Public Policy and Regulation Committee: Approves tariff increase applications from Operating Divisions.
• OD CE in concurrence with the GCFO: Filing of Tariffs with relevant Regulatory body.

Delegation of Authority Framework- effective 1 June 2013 Page 29
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5.8.7 Internationa! Business Travel (including travel to African countries)

Below CE level at Operatinq Division*
CE of Operatinq Division
Corporate Centre
Specialist Units
Group Executives
GCE and Chairperson

Approval Authority
GCE
GCE
GCE
GCE
GCE
User - Retrospective review by GCE or Chairperson and vice versa.

*CE of OD must recommend and the GCE to approve

5.8.8 Domestic Business Travel

Chairperson/GCE/Group Exco Members
CE of Specialist Unit
General Managers/Extended Exco
All other levels

Approval Authority
User

Group Exco member responsible
OD CE/OD CFO/Group Executives
Extended Exco

Travel: A!l travel must be in line with the approved Travel Policy.
Extended Exco members at an OQ'SU unit may sub-delegate to the appropriate lov/er level.

5.8.9 Communication

External communication on strategy and
operations
Communication on operational issues relating
to an OD
Communication with the Shareholder Minister

Approval Authority
GM: Public and Corporate Affairs or GCE or his Designate

Group Exco Member responsible for OD

Office of the GCE or Chairperson of the Board of Directors
Approval to attend seminars and or conduct presentations to external parties which may result in indirect
communication may be approved by a Divisional Exco member

5.8.10 Establishment of Special Purpose Vehicles (SPVs), Public Private Partnerships (PPPs) and Trusts

Establishment of SPVs, PPPs and Trusts
Approval Authority

GCE may approve after recommendation by the GCFO and GE: Group
Legal Services. The transaction to be reported to the Board Acquisitions
and Disposals Committee

5.8.11 Restructuring and sale of business

Restructurinq or sale of business
Approval Authority

Transnet Board of Directors in accordance with Section 54 of the PFMA

5.8.12 Pension Fund and Medical Fund Rule Amendments as recommended by the Board of Trustees of the Funds

Changes to the rules of the pension and
medical fund that do not require Ministerial
approval
Rule amendments that require Ministerial
approval

Approval Authority
GCE and GCFO

Board to recommend to the Minister of Public Enterprises for approval

Delegation of Authority Framework- effective 1 June 2013 Page 30
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5.S.13 Application for Environmental Authorisation

• All environmental impact assessment or basic assessment applications must be prepared by a competent
independent environmental assessment practitioner/consultant, unless exemption from this provision has been
obtained in writing by the Department of Environmental Affairs and under the supervision of the Environmental
Department in the OD/SU.

• The application for environmental authorisation must be signed as per the approval authority below.

Operating Division

Specialist Unit (Transnet Property)
Specialist Unit (Transnet Capital Projects)

Approval authority to act as applicant for an environmental
authorisation for Transnet SOC Ltd

Project Manager/
Operations Manager/Environ mental Manager
Chief Operations Officer of Property
Project Director

The applicant remains legally responsible for the compliance with the environmental authorisation throughout the
implementation of the authorisation.
Should an authorisation for new capital projects contain operational elements after formal handover of the project
by TCP, the DEA needs to be informed in writing of the change in names and acknowledgement from DEA be filed.
Should any of the above applicants leave Transnet, the DEA needs to be informed in writing of the new person
responsible for the implementation of the environmental authorisation.

Delegation ol Authority Framework -effective 1 June 2013 Page 31
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public enterpriser
Department:
Public Enterprises
REPUBLIC OF SOUTH AFRICA Jil , ,

2013-2014
SHAREHOLDER'S COMPACT

Entered into by and between

THE GOVERNMENT OF THE REPUBLIC OF SOUTH AFRICA, HEREIN
REPRESENTED BY THE MINISTER OF PUBLIC ENTERPRISES

("The Shareholder Representative")

And

TRANSNET SOC LTD, HEREIN REPRESENTED BY THE CHAIRPERSON OF THE
TRANSNET BOARD OF DIRECTORS
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1. INTERPRETATION

1.1 "Accounting Authority" means the Board of Directors of Transnet;

1.2 "Board" means the Board of Directors of Transnet from time to time;

1.3 "Company" moans Transnet;

1.4 "Companies Act" means the Companies Act No. 71 of 2003, as amended and includes

any regulation issued thereunder;

1.5 "Corporate Plan" means the document which a state owned company is required to

submit to the Shareholder and the National Treasury before the start of its financial year,

which gives effect to the Statement of Strategic Intent and Shareholder's Compact;

1.6 "Founding Documents" means the Memorandum of Incorporation (previously known as

Memorandum of Association and Articles of Association of Transnet SOC Ltd or any of

its subsidiaries as the case may be;

1.7 "Parties" means the Shareholder and Transnet collectively, and Party shall mean any

one of them as the context requires;

1.8 "PFMA" means the Public Finance Management Act No. 1 of 1999, as amended;

1.9 "Shareholder's Compact" means this agreement including the annexures hereto, which

sets out the key performance measures and indicators to be attained, in support of the

Statement of Strategic Intent and to the extent necessary seeks to clarify the objectives

of Transnet in the context of the Statement of Strategic Intent, entered into in

accordance with the provisions of the PFMA;

1.10 "Shareholder" means the Government of the Republic of South Africa as represented by

the Shareholder Representative and his/her successor in law;

1.11 "Shareholder Representative" means the Minister of Public Enterprises;
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1.12 "Statement of Strategic Intent" means the document which sets out the agreed mandate

and bUateyy lor Transnet;

1.13 "Subsidiary" means a subsidiary of Transnet or any of its subsidiaries over which it

exercises ownership control as defined in terms of the PFMA;

1.14 Transnet" means Transnet SOC Ltd, a public company registered and incorporated as

such in accordance with the laws of the Republic of South Africa and pursuant to the

Legal Succession to the South African Transport Services, 1989 (Act No. 13 of 1989)

with registration number 1990/000900/30, and having its registered head office at 47!h

Floor, Cariton Centre, Commissioner Street, Johannesburg.

2. FUNCTION OF SHAREHOLDER'S COMPACT

2.1 The purpose of this Shareholder's Compact is to clarify and confirm:

2.1.1 Transnet's Mandate;

2.1.2 The strategic objectives to be attained by Transnet; and

2.1.3 The key performance areas and indicators to measure Transnet's performance during

the period of the Shareholder's Compact.

2.2 As part of broader legislative compliance, Transnet shall at all times adhere to the legal

framework providing for the prevention and combating of fraud and corruption,

particularly within the context of procuring goods and services, competing for and

executing contracts.

3. FOUNDING DOCUMENTS AND GOVERNANCE FRAMEWORK

3.1 The Parties agree that the Founding Documents of Transnet shall be reviewed and

amended, where required, to ensure that agreed principles and enduring rights and

obligations regarding the relationship between the Parties are incorporated and that the

Founding documents are comprehensively consistent with the provisions of the
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Companies Act, PFMA, Legal Succession to South African Transport Services Act,

National Treasjiy Regulations and Transnet s Mandate.

3.2 The Board shall ensure that Transnet and its subsidiaries comply with the provisions of

the Companies Act, the PFMA and any other legislation, including regulations and

consider guidelines issued by the National Treasury and/or the Shareholder

Representative.

Transnet shall ensure that Transnet:

3.2.1 Concludes performance agreements with all its significant subsidiaries that are

comprehensively and consistently compliant with the spirit, rights, obligations and

undertakings stipulated in the Shareholder's Compact.

3.3 If there is any conflict or inconsistency among the provisions of the Founding

Documents or the Statement of Strategic Intent or the Corporate Plan and this

Shareholder's Compact, the Parties shall take whatever steps that may be necessary to

amend the documents to remove the conflict or inconsistency. For so long as the conflict

exists on Founding Documents, the MOI shall take precedence and thereafter the

Statement of Strategic Intent.

4. MANDATE

The Parties agree that:

4.1 The underlying mandate for Transnet remains as determined by the company's

Founding Documents, by prevailing legislation and by this Shareholder' Compact.

4.2 Transnet's key role is to assist in lowering the cost of doing business in South Africa,

enabling economic growth and security of supply through providing appropriate ports,

rail and pipeline infrastructure as well as operations in a cost effective and efficient

manner within acceptable benchmark standards.
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4.3 The mandate may be amplified from time to time through a Statement of Strategic Intent

fiom Hits Shuidioiu'er.

5. STRATEGIC OBJECTIVES

5.1 The Parties agree that the strategic objectives of Transnet fall into five main areas,

namely:

674

5.1.1 Reduce the total cost of logistics as a percentage of transportable GDP;

5.1.2 Effect and accelerate modal shift by maximising the role of rail in the national transport

task;

5.1.3 Leverage the private sector in the provision of both infrastructure and operations where

required;

5.1.4 Integrate South Africa with the region and the rest of the continent; and

5.1.5 Optimise the social and economic impact of all interventions undertaken by the SOC in

the achievement of these objectives.

5.2 The Parties acknowledge and agree that the focus of Transnet shall be on the following

Key Performance Areas:

5.2.1 Develop and agree on a methodology to quantify and reliably measure Transnet's

contribution to reducing the total cost of logistics as a percentage of transportable GDP;

5.2.2 Transformation of the surface transport market through dedicated management with a

mandate to deliver an integrated domestic intermodal transport system, industry

solutions, long term infrastructure and reliable, cost effectives services whilst

aggressively growing rail's market share in those contested sectors of the economy;

5.2.3 Ensure the provision of critical logistics infrastructure and capacity over the short term,

however, aligned to a long term national plan that is geared towards meeting the

growing demands of the total national economy;
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5.2.4 Oversee a sustainable capita! investment approach characterised by intelligent

invHRtmnnt ctaofainns, financial prudence and commeicial attainability to meet industry

demands and customer expectations over the medium term;

5.2.5 Develop and implement a collaborative approach to private sector participation on a

case by case basis with the intention to leverage collective resources in the provision of

infrastructure and transport services in a way that does not compromise those strategic

assets required to support the rollout of the capital expenditure programme;

5.2.6 Operational excellence across the entire organization informed by global best practise

and driven by a performance culture that is firmly entrenched within the organisation;

5.2.7 On-going compliance with policy and regulation. In addition compliance to the policy

environment with a view to support government in driving regional integration, economic

transformation, beneficiation, industrialisation, aggressive job creation and the

development of a supplier base that meets Broad Based Black Economic Empowerment

("BBBEE") criteria;

5.2.8 The implementation of global best practises with respect to safety, skills development

and procurement. In terms of safety, a fundamental respect for the value of human life

and resources. In terms of skills development the need to maintain and develop the

intellectual capacity of the company and lastly with respect to procurement the need for

transparent governance and tangible benefits for all social, economic and environmental

stakeholders;

5.2.9 The introduction and establishment of a robust Centre of Excellence to drive research

and the deployment of new and cutting-edge technologies to address the need for

competitiveness, growing demand and cost savings;

5.2.10 Sustainable growth encompassing corporate social investment and environmental

responsibility. This area of focus is becoming increasingly important as Transnet

becomes increasingly prominent within the economy.

Rt STRCTFD
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6. STRATEGIC INITIATIVES

The Parties agree and undertake to support the strategic initiatives as listed in

Annexures A through G.

In addition, Transnet is required to report on a quarterly basis on the National Corridor

Performance Measurement (NCPM) with respect to the following:

a) Full cooperation and participation of Transnet to assist the Department in the

execution of the NCPM project.

b) Full participation of Transnet with respect to enabling an understanding of the

Corridor, its participants, key operational statistics and Transnet's involvement and

activities.

c) On-going data inputs for the policy view within NCPM

d) Transnet to ensure migration from monthly data to weekly data on all operational

indicators, v/here appropriate

e) Transnet to ensure automation of data capturing process to NCPM system

f) Provision of 2011/12 data to complete the requirement for historical data.

7. KEY PERFORMANCE INDICATORS AND EVALUATION

The Parties agree that:

7.1 Transnet's performance in relation to the strategic objectives will be measured with

reference to both qualitative and quantitative Key Performance Indicators (KPIs) as set

out in format, content and coverage of Annexure A, B, C, D, E, F and G.

7.2 Transnet shall report on all Shareholder's Compact KPIs, and results achieved by, the

company and its subsidiaries in the Annual Report and Quarterly Reports.

7.3 Transnet shall align its Corporate Plan to the Shareholder's Compact.

8. SIGNIFICANCE AND MATERIALITY

In accordance with the provisions of Treasury Regulations 28.3, the framework for

significance and materiality is set out in Annexure E.
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9. PERIOD OF SHAREHOLDER'S COMPACT

9.1 This Shareholder's Compact is valid for period of one year.

9.2 The Parties hereby record and acknowledge that the they are required, in terms of the

Treasury Regulations, to annually conclude a shareholder's compact and agree that

this Shareholder's Compact shall remain in full force and effect until a new

Shareholder's Compact is concluded as required by the Treasury Regulations.

9.3 The process for the annual conclusion of a new Shareholder's Compact may be

initiated by any one of the Parties through written notice. Upon receipt of such notice by

the other Party, the Shareholder's Representative and the Board shall commence

negotiation.

10. NO AMENDMENT

10.1 This Shareholder's Compact constitutes the whole agreement between the Parties

relating to the subject matter hereof and supersedes any other discussions, agreements

and/or understanding regarding the subject matter hereof.

10.2 It is recorded, acknowledged and agreed that no Party shall be entitled to amend the

key performance areas and/or key performance indicators as detailed in Annexures "A"

through "D" of this Shareholder's Compact.

Signed: _^

M.K.N. GIGABA

Minister of Public Enterprises

Shareholder Representative

Date:

Signed:

M.EMKWANA21

Chairperson

TransnetSOC Ltd

Date:
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ANNEXURE A: (a ) STRATEGIC DELIVERABLES

Key Performance Area

ransnet s Sustainability
r ramework

Cost of Logistics

Domestic Intermodal
Solution

NMPP strategy and
infrastructure plan

Africa Business
Development and
Regional Integration

Private Sector
Participation (PSP)

161 Policy and Regulation

Research and
Development Excellence

Description of deliverable

Economic dividends

Social dividends

Environmental dividends

Delivery timolih--

Mar-15

Mar-15

Mar-15
Quantify Transnels contribution to the Total cosl of Logistics as a percentage (%) of transportable GDP. Sep-13
0.5% reduction in Total cost of Logistics by 2018/19 as per Market Demand Strategy. Sep-13
Quantify and commit to modal split target. Sep-13
Quantify the fixed infrastructure capacity, operational performance and financial performance of existing intermodal
capacity.
Develop a long term inlermodal/container strategy supported by an appropriate infrastructure and funding plan.

Develop a medium to long term strategy and infrastructure plan to drive Transnet Pipeline's market share

Develop a short medium and long strategy to improve inlra-Africa trade from a transport perspective.
Promote regional connectivity through Ihe integration of the freight rail and maritime infrastructure.
Position Transnet Engineering to become the preferred supplier ot rolling stock wilhtn the African market.
Delivery of R2.5 billion in PSP funding as per 2012/13 Corporate Plan.

Identify clear and sustainable opportunities for PSP.

Identify and develop clear industry solutions within the various sectors supported by business cases for approval by ! i •
Shareholder

Develop defined timeline for implementation of Identified PSP opportunilies.

Concession of three branch lines as identified by Transnet and the Department

Full cooperation with the Department to finalise joint positions on rail and maritime policy

On-qoinq compliance with policy and regulation
Establishment of a R&D Centre of Excellence
Quantify how technology has been leveraged to reduce capital outlay and reduce operating expenditure in all spheres
of business.

Quantify how technology has been leverage to improve productivity in all sphere of business
Quantify how technology has been leverage to improve and increase modal shift.
Quantify how technology has been leverage to increase market share

Sep-13

Sep-13

Mar-14

JuM 3
Mar-14
Mar-14

Subject to outcomes of i2oard
meeting to be held on Mry 2013

Subject to PFMA Sectim 54
approval
Ongoing ,
Ongoing
Mar-14

Jun-14

Jun-14
Jun-14
Jun-14

fat The board shall report on tho progress of all strategic deliverable on a quarterly basis as well as within tho Annual report.
The board shall track and report on tho delivery of all commitments on a quarterly basis as well as within the Annual report

RESTRICTED 10

00
0078-0970-0001-0326

TRANSNET-REF-BUNDLE-04989



679

ANNEXURE B: OPERATIONAL PERFORMANCE

Tr^nrvfi! Group

Key Performance Area

Financ!al value creation

Innovation
a) _ n

Key Pcrformanco Indicator

Return en lota! average assets

Cash interest cover

Gearing

Opex as a % of revenue

Research and development cost

Unit of Measure

%

Times

%

%

Rm

2013/14 Target

£8.0

£3.3

S4C.6

S57.1

194

Transnet Freight Rail

Key Pcrformanco Area

Financial

Tariffs

Market share

Key Pcrformanca Indicator

Return on total average assets

Avemfjo tariff Increases

Volume

-GFB

Total Volume

Bulk

- Export Coa!

-Export Iron Ore

- Export Manganese (PE)

- Export Manganese (DBN)

- Expert Ccal ncn RBCT

- Eskom Coal

- Domestic Coal

- Chrome and Fcrroch.-oms

- Domestic Iron Ore

- Domestic Manganese

- Mineral mining

- Other

Unit of Measure

%

%

mt

mt

ml

rr.t

mt

mt

ml

mt

mt

ml

ml

mt

mt

2013/14 Targot

£11.4

sCPl*2

2 2297

£77.0

£61.5

£5.1

2 1.3

£6.2

211.8

£ 8 9

2 5.2

2 79

£1.9

£ 1 3

2 2 5

Intermediate manufacturing and manufacturing

- Agriculture

- Bulk liquids

- Iron and Steel

• Wood and wood products

- Fertlitcrs

- Industrial chemicals

- Cement

- Intermodal Wholesale

- FMCG long distance

-Automotive

mt

mt

ml

mt

mt

mt

ml

ml

mt

mt

£ 4 6

2 2.1

£0.8

£2.5

£0.1

£0.9

£7.3

£7.8

2 0.8

£0.5('1S9374FBU)
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ANNEXURE 8; OPERATIONAL PERFORMANCE (Continue!)

Transnct Freight Rail (Continued)

Key Performance Area

Productivity

Service

J! -~,r™ . . . . . . . . ,

Key Performance Indicator

Asset uflisat.on

Density

On-limo departure

On-t:me arrival

Iron Ore

Export Coal

General Freight

SSattanha

RBaycor

Matalcor

NEastcor

Sentracor

Capcccr

NWestcor

Eastcor

Southcor

Northcor

- Coal Export

- Export IronOro

-General Freight

• Coal Export

•Export Iron Ore

-General Freight

Unit of Measuro

Gtkm/Ntkm

Gtkm/Ntkn

Gtkm/Nlkm

Ton'r<m/Roijte'*m

Tonkm/Routekm

Tonkm/Rou'ekm

Tonkm/Route km

Tonkm/Rou'.ekm

Tonkm/Rou'.ekm

Tonkm/Routekm

Tonkm/Roulokm

Tonkm/Routekm

Tonkm/Roulekm

Average deviation from
scheduled limes

(minutes)

AveraQG deviation from
scheduled times

(minutes)

2013/14 Target

S1.41

S1.E8

S1.67

£55.30

£36 2

£6.7

£5.7

£4.3

£3.9

£3.6

£3.2

£2.6

£1.6

S120

£ 6 0

S225

5 240

S120

s2eo

Transnet Engineering

Key Performance Area

Financial

Innovat on

(J) Volume growth

Key Performance Indicator

External revenue

Research and development cost

Tra'n cancellations due lo Traction

Nat volume losl due lo traction

Tract:on delays

Unit of Measure

Rm

Rm

%

Mt

%

2013/14 Target

R2633m

R150m

S6

S7
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RE R- OPERATIONAL PrTRFORV/.'.'^n (rent ing .1)

Transnet National Ports Authority

Key Performance Area

Prodnclivily

i.i) o . . . . . , .

<oy Pcrformnnco Indicator

| - Durban

j -Car^Tov/n

Anchorage

' Ship Turnaround
Time

Berth Occupancy

Berth Utilisation

-Port Elizabeth

- Mgqura

-Richards Bo/

Containers

- Durban

- Cape Town

• Port Elizabeth

- Port of East London

- Richards Boy

• Nsqura

Dry bulk

-Coal(RBCT)

- Iron Ore (Sa'danha)

- P,'angancs<3(P.E)

- Durban

-CapoTown

- Pert Elizabeth

- Ngqura

- Durban

- Cape Town

• Port Ehzabcth

- tlgqura

- East London

- Richards Eny

Unit of Moasuro

Hours

2013/14 Target

£ 2 5

se-i

S32

S30

Hou'S

^ 5 9

S30

S2S

SCO

5 1 1 0

£20

Hours

Percentage (c/;)

Percentage ('/o)

<.A7

2 55

S69

i G 5

S70

2 50

£75

SCO

S70

<. GO

S75

<-10

s.10
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ANNEXURE B: OPERATIONAL PERFORMANCE (CnnCnu^rf)

Transnet Port Terminal

Key Performance Area

Financial

Tariff increases

Pfoducliviiy

Service Delivery

<cy Pcrformanco Indicator

Return on Tolal Average Assets

Average Tariff Increase (Con'ancrs)

Dwc!l Time

Moves per gross crane hour

Train turnaround time

Truck turnaround timo

Unit of Measure

%

%

2013/14 Target

£5.8

£ 6

DCT - Pier 1

- Imports

- Exports

-Transshipment

Days

Days

Days

S3

£ 5

£ 1 0

DCT-Pier 2

- Imports

- Exports

- Transshipment

Days

Days

Days

£ 3

£ 5

£ 1 0

CTCT

- Imports

-Exports

- Transshipment

DCT - Pier 1

DCT - Pier 2

CTCT

Ngqura

DCT-Pier 1

DCT-Pier 2

CTCT

Sa'danha (c)

Richards Bay

Port Elizabeth

DCT - Pier 1

DCT-Pinr2

CTCT

Ngqura

Richards Bay

Days

Days

Days

Moves/GCH

Hours

Hours

Hours

Minutes

Hours

Hours

Minutes

Minutes

Minutes

Minutes

Minutes

£ 3

£ 5

£ 1 5

> 2 8

£ 3 0

£32

£32

£ 6

£ 6

£ 6

£105

£12

£12

£ 3 5

£ 35

£ 3 5

£ 3 5

£ 3 5

f TPT shall report on Moves.'GCH for the Ports of Richard Bay and East London on a quarterly basis
Rake process time insida t:pp!er- Subject to service design review

Transnct Pipelines

Key Performance) Area

Service reliability

Capacity utilisation

Market share (Ji

Key Performance Indicator
Ordered vs. Delivered volumes (V> of do l>vc rabies
within 5Va of order)
Planned vs. Actual Delivery time { % of deiiverab'es
within 2 hours of plan)

Operating cost per Ml km (Nominal R'Ml.km) (Real
R/f.D.km)

NMPP- Actual usage : capacity at the lime (Ml/week)

Total petroleum products

Unit of Measure)

%

%

Rand

Ratio

Dillion litres

2013/14Targct

£ 9 5

2 80

£122

£43:84

£16.75

Volumes to be expressed as market share in Annual report

RESTRICTED
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ANNEXURE C: SOCIAL IMPACT

Human Capital

Key Performance Area

Skills development

Employment creation

Safety

Productivity

Training spend

Technician trainees

Engineering Trainees

ArLsan trainees

Sector specific trainees

Jobs created (Transnet permanent employees)

D1FR {for all Transnet operational divisions)

Employee fatalities

Revenue per employee

Unit of Measure

c.i of personnel costs

Number of learners

Number of Learners

Number of learners

Number of learners

Number of jobs

Weighted average

2013/14 Target

4.G

330

132

1GC0

1950

4333

0.75

Number of fatalities | •

R million 0.93

Transnet is required to report on direct and indirect jobs created within the quarterly and annual reports. Employment resulting from [he procurement activity shall bo reported
separately wilhin the quarterly reports and Annual report.

Corporate Social Investment

Corporate Social Investment

Phelophepha I and Phelophepha II health care trains

Rural station in Eastern Cape. Northern
Cape. North West, Limpopo. Free Slate,
Kwazulu-Nalal

Denial treatment

Spectacles Issued

Individual counseling

Counseling workshops

Teenage girls education

Health, diabetic, cancer screening

Community volunteer training

Prescriptions

Total CSI budget

Operating budget

People

R257m

R95m

17.425

23.7C0

700

31,000

3.600

36.000

720

33 125

. • . - . . ; I K I . I L. 15

enoo
UJ
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ANNEXURE C: SOCIAL IMPACT (Continued)

Other Social Development

Educator Development

Makana (EC). Molheo (FS). Moruleie
(NW), Ulubatuba and Durbon South (KZN).
Sekhukhuno(L)

3CO teachers

93% attendance

95% course completion

Learner performance improvement (Mains.
Science, English): yr1: £>%; yr 2: 10%

Results improvement in
Maths, science, English;

Y1:5%. Y2: 10%

Orphan youth programme
Sports development
Container assistance
Transnet employee volunteer programme (Inanda (Durban), Motherwell (PE). Diepsloot (Jhb)

R12.3m

R2m

R30m
R10m

R26.4m

16

00
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ANNEXURE D: ECONOMIC IMPACT

f
Key Performance Area

Local Content
CSDP(SD value)
Skills development
EB5EE
EOctt Women Owned
B'ack Owned
B^ck Youth Owned
QSE/EME
People Living with Disability

Ml T , . , , „ . . .

Unit of Measure

% of total spend
% of contract value invested in RSA

% of total spend
% of total spend
"A of total spond
% of Ictnl spend
% of total spond
% of total spend
% of total spend

i A- •• i i i.h none n •

f3)WithPPPFA
exemption

70

45

6

87

8

15
2

15

0 5

l'] Without PPPFA
oxemption

70

35

6

70

5

10

0.5

10

0 25

QSE = Qualifying Srr.,i!l Enterprise (Annual turnover 5m-35rn)
Er.'E = Exempted Micro Enterprise {Annual turnover cf <5m)

ANNEXURE E: SIGNIFICANCE AND MATERIALITY FRAMEWORK

This appendix sets out the standing In terms of Sections 54 of Iho PFMA and provides guidance for the determination of the
materially limit in terms of section £5 (2) of the PFMA

PFMA

$5-1(2) (c!)

S5-l(2)(b)

S5-1(2)(c)

S<1(2)(c)

Description

Acquisition or disposal of a significant asset

Acquisition or disposal of a significant partnershp. trust, joint
ventures, etc.

Acquisition or disposal of a significant shareholding in a
company.

Common cone n! of cessation cf a sgnircanl business activity.

Exemption from Section 54 of tho PFMA

1. If acquisition docs not exceed 2c/c of the 31
December 2012 audited asset base value
(which equates to R 3.9 billion), however the
Department should receive a detailed
notification for all acquisition and disposal of
assets above R 2 billion.

1. If partnership is specified in business plan.
2. If participation Is not specified In corporate

business plan but risk is R100m orbe'ow.

1. If participation or disposal is specified in
corpo'ate business plan.

2. If participation or disposal Is not specified in
corporate business plan but capital risk is
R100m or below.

1. If such com men c err.cn t/'ecssati on is specified in
corporate business plan.

2. If such ccmmenccment'cessalion is not
specified in corporate business plan but capital
nt risk Is R1 COm or below.

Tha Shareholder representative hereby determines tho materiality limit for reporting in terms of section 55 (2) (b) (i). (ii) and (iii) is
R25 million .
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ANNEXURE F: CAPITAL EXPENDITURE

Project
Estimated Total

Cost (ETC)
R"m

Date of
completion

(a )Est.%
completion at

year end
31/03/2013

Target %
completion at

year ond
31/03/2014

"•'Schedule
Performance

Index

(c)Cost
performance

index

Projects which have reached the execution phase - Front End Loading (FEL) 4

1. Coal Ling expansion to 81 mt

2. Acquisition of 95 Electric Locomotives for GF3

3. Acquisition of wagons for MDS

4. Ngqura Container Terminal Ph2A

5. New Multi-Product Pipeline

G. Reconstruction of sheetpile quaywalls at Maydon Wharf

7. Straddle carrier replacement

8. Acquisition of 465 Diesel locomotives for MDS volume growth

9. Acquisition of 599 Electric Locomotives for MDS volume growth

5.100

2,659

19.595

1,099

23.400

1.514

1.309

13.2G2

24.8S4

Mar-18

Mar-14

Beyond 2019

Mar-14

Dec-13

Dec-16

Mar-16

Beyond 2019

Beyond 2019

18

10.2

10

32

20.7

19.60

10 I 65

76 . 98

14

0

0

0

15

11

0

0

2 0.90

2 0.90

£0.90

a 0.90

£0.90

2 0.90

2 0.90

2 0.90

2 0.90

iO.90

2 0.90

2 0.90

2 0.90

• 0.90

-:0.90

-• 0.90

:0.93

:0.90

Projects which are yet to roach the execution phaso

10. Expansion of the Ore Line to 82,5mt'''

11. Coal export line expansion to 97 Mtpa '

12. Manganese expansion to 16ml' ' '

13. Swaziland rail link'

14. Waterberg expansion ta 1Gmt

15. Deepening of DCT berths

10.E33

0,219

11.345

5.000

5.030

4.500

Dec-17

Geyond 2019

Mar-21

Mar-18

Beyond 2019

M3M9

FEL 3: 23

0

FEL 3: 71

FEL 2: 75
FEL 3: 4

FEL 3: 25

0

FEL 3; 100

0

FEL 3: 100

FEL 2: 100
FEL 3: 100

FEL3:100

0

na

na

na

na

na

na

na

na

na

na

na

na

(a) Percentage of completion certified as per acceptable standards
(b) Scheduled Performance lndex=Budget cost of work performed/Budget of work scheduled
(c) Cost Performance lndex=8udgoted costs of work perfumed/Actual cost of work perform
(d) The majority of projects making up these grounds do not yet have Ihe appropriate Delegaiion of Authority approval.
(e) The majority of projects making up these Major groups are at various FEL stages and therefore (here Estimated Total Cost is subject change
{0 Updated risk assessment per project reported en quarterly basis.

16

00
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ANNEXURE G: ENERGY EFFICIENCY

Floctrlcity Fnf rqy FffM^ncy

Division

TFR Traction

TFR Real Estate

TP

TPL

TPT

TNPA

TRE

Unit of Moasure

G',k/V.Wri

kWh/m2

kWh

lkm,V/Vh

ton/kWh

employee ft Wh

man-hour/KWh

% Efficiency gain
YoY

2 1°/

£ 2°/

a T.

?. 4"

Fuel Energy Efficiency

Division

TFR Traclion

TPT

TRE

Unit of Measure

gtk/iitre

tOrl'lil'Q

man-hour/litre

% Efficiency gain
YoY

£ 1 %

S 2%

2 4%

Reporting Standards applied

Sustafnability Report 2013

Intonated Repoi 2013

Global Repod:ng Initiative Guidelines. United Nations
Global Compact Principles

King III, Companies Act, Inierruiioral Integrated Reporting
Council framework
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DECLARATION OF INTEREST AND RELATED PARTY
DISCLOSURES

POLICY FOR DIRECTORS

Policy Reference Number

Version Number

Effective Date

Review Date

Compiled by

Signature

Policy Sponsor

Signature

Authorised by

Date Approved

TG/GCS 2/4P

i

1 July 2012

1 March 2014

Group Company Secretariat

Group E^Olive: Group Legal Services

Transnet Board of Directors

12 June 2012
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Group Company Secretariat

Stakeholders

Name Designation Approval Signature Date E-Mail Contact Number

Compulsory Stakeholder Involvement

Subject Matter Experts

Risk Management

Compliance

Legal Services

Other Stakeholder Involvement

Human Capital(lnct.
Labour Consultation)

IT

"Other"(Please specify)

i

Recommended by Policy Owner and Policy Sponsor:

00
ID
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Group Company Secretariat

hereby acknowledge ihal a search has been conducted and that the Pclicy is not duplicated or in conflict with any other Transnet Policies.

Policy Owner

Policy Sponsor

Name

Ayanda Ceba

Nonkululeko Mabandla

Designation

Group Company Secretary

Group Executive: Group Legal
Services

Approval Signature

-YI '/;'k'
Date

25 June 2012

E-Mail

Ayanda.ceba^transnet.net

Nonkululeko.mab^ndla'Jtransnet.nct

Contact Number

011 30S2424

011 30S 2345

Final Approval

Name of approving authority: Transnet Board of Directors

Date Approved: 12 June 2012
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Summary of version

Version Number

Control

Effective Data

Mu'y2Q12

Summary of Changes

New Polcy (or Directors
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TADLE OF CONitNYS

1. INTRODUCTION

2. POLICY STATEMENT

3. PURPOSE OF POLICY

4. APPLICATION

5. DEFINITIONS

6. DUTY TO AVOID AND TO DISCLOSE A CONFLICT OF INTEREST

7. DECLARATION OF A CONFLICT OF INTEREST

8. ROLES AND RESPONSIBILITIES

9. RELATED INFORMATION

10. SPONSOR/OWNER OF POLICY AND APPROVAL

11. EXCLUSIONS

12. CONTRAVENTION OF THE POLICY
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1. INTRODUCTION

1.1. Transnet is committed lo ensuring effective governance and risk management throughout the organisation.
1.2. This policy, which must be read in add'tion to the Transi t Cede of Ethics and An!i-Fraud Policy, provides a

governance framework to regulate declarations by Drectors of conflicts of interest v/hich Directors have
and'or which parties related to Directors hove.

2. POLICY STATEMENT

2.1. Transnct is commuted to complying with the relevant requirements ol the Companies Act No.71 of 2003 (She
"Companies Act) a~d prircp'ss of good co'porote governance.

2.2. This policy should be read together v-ith the rstevant loggia', on ?.pp!cab!o to Transnet from time to time, and
the Transnet policy documents, and in particular, the legislation and the policy documents more fully ret out
in paragraph 9. In thecaseofaccnict, the legislation will always prevail.

3. PURPOSE OF THE POLICY
The purpose of the policy is to:

3 1. create awareness as to what censt lutes a conflict of interest.

3 2. provide guidance in a non-exhaustive manner en:
3 2.1. the duties of Directors to avoid a ccnf'fct of interest end the disclosure of directorships

he'd in other companies;
3 2.2. the duties of Directors to disclose a confict cf interest (that Directors have actual knov:!odg3 of, cr

reasonably ought to have knowledge of, cr in respect of which the Directors reasonably ought to
have investigated cr taken measures which would have provided the Directors with the actual
knowledge of), in accordance wit'i legislation and Transnet's policies; and

3 3. provide guidelines to all Directors as to how to disclose and manage conflicts of interests.

4 APPLICATION

This policy applies to every Director of Transnet, every alternate Director of Tmsnt-t, any person occupying
the position of a Director or alternate Director by whatever name designated.

5. DEFINITIONS

In th;s policy the following terms shall have the msa'ihcjs assigned to them below and cognate expressions shall have
corresponding meanings, namely:

5.1. 'Director": means a member of the board of Transnet or an alternate Director of Transnet and includes any
person occupying the position of a Director or alternate Director, by whatever name designated.

5 2. 'Conflict of interest': is described in paragraph 6 and includes, inter alia, a situation in which:

5.2.1. a Director1 has a Personal Financial Interest.

5.2.2. a Director has private interests or personal considerations or has an Affiliation or a Relationship
which affects, or may affect, or may be perceived to affect a Director's judgement in acting in the
best interests of Transnet, or could corrupt the Director's motivations for acting in a particular
manner, or which could result in, or be perceived as Favouritism or Nepotism;

1 f,h.'s spp<;es to a'l drectO'S, B'ferna'e doctors, prsscrbod cf.cers and persons nho are rrcrrters cf a committee cf'Ike Beard of Transact

3
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5 . 2 . 3 . a D i r e c t o r t i > D s h i S ' V - r r ' ^ ; t ; " - > o r - " - - 1 - — ^ ; - < - < - - , « • - , _ ; ;/ , ; _ j •,;.iiv — ( (,a , , , ; , „ ; w p ^ u t y a s
a D i r e c t o r l o r :
5,2.3 1. private gain, or advancement, or any o'.her advantage; or

5.2.3 2. the expectation of private gain, or advancement, or any other advantage.

5 2.33 accruing to the Director or any rremter of his family, cr friends or business
aGscciates.

5.3. 'Affiliation": means lnvylvjrre.it with a vendor, service provider, cr cempcttor of Transnet on the part of the
Director, a person relatsd cr inter-re'-ited I ] the Director or the Director's friends or business associates;
including serving as a shareholder', board member, employee, consultant cr advisor to the a'orc-mentioncd
entitles.

5.4. 'Nepotism": means the appointment, emp'oyment. promotion or advancement of a related or in'er-retated
person in a position, or the advocacy of such actions by any Director, where that Director is able to infljenco.
direct!/ or indirectly, the decisions rc'a'.ing to those specified act:ons.

5 5. 'Favouritism": means an inclination in attitude or behaviour to sho.v preferential treatment towards a certain
person, group or eniity.

5 6. •Involvement": means a business, social or family connection which may contribute to any undue influence
in favour of the third party.

5 7. "Personal Financial Interest': n:sms a direct Material interest of a person, of a financial, monetary or
economic nature, or to which a monetary value may be attributed3.

5.3. "Material1: when used as an adjeciwe means significant in the circumstances of a particular matter, to a
degree that:

5.8.1. is of consequence in determining the matter; or

5.8 2. might reascnab'y affect a person's judgment or decision-making in the matter; or

5.8.3. could influence the economic decisons taken in a natter.

59. "Key Meeting': includes any meeting where decisions regarding contracts or any other significant financial
transact:ons are made. This nay include, but is not limited to; awarding of tenders, negotiation of ta-iff
structures, any third party transactions where the decision makers may hold any direct or indirect financb!
interestcr where any Director may benefit in any way from the transaction {including any indirect benefit to a
related person).

Related and Inter-Related person(s) and Control:

5.10. 'Related': when used in respect of t.vo persons, means persons who are connected to one another in any
manner contemp'a'ed below.

5.10 1 an individual is related to another individual if they:
5.10.1.1. are married, or live tocoibc-r in a rela::onship similar ID a marriage; or

7 rote that this dees net include any interest held by a person in a unit trust or ccfedive investment scheme in tc-m:$ Gftte Collective
Investment Schemes Act 2002 (Act No. 45 cf 2C02), ur,!ess thai perszn has direct control over the investment decisions cf thit fund cr
investment

1 r.de that a personal finorcist interest in toms cf the Companies Act dcos not include any interest he'd by a person in a unit trust cr
cd'ective investment scheme in terms cf the Cc!'.$ct.\e Investment Schemes Ad, 2002 (Act No 45 of 2CG2), unless that perzun has direct
centre! o/cr the investment decisions cf that fund cr investment.

0078-0970-0001-0342
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510 1? ?'<? f.r,r,-,-~l'--1 hy r-, ^~-.- |< y- ^ . - _. j —• ̂  ̂  ^ J . ^ u ^ , U uuUf. .S J UJf l id : 19Ul Hlty Of

affinily;
510 2. an individual is related to a juristic person if the individual directly or indirectly controls the juristic

person, as determined in accordance with paragraph 5.12 tekr.v, and

5 10.3, a juristic person is related lo another juristic person if:

5.10.3.1. cither of then directly or indirect!/ controls the other, or the business of the other,
as determined in accordance with paragraph 5.12 below;

5.10.3.2. either is a subsidiary of the other; or

510 3 3 a person drect'y or indirectly Controls each of them, cr the business of each of
then, as rJotorrrvncd in accordance with paragraph 5.12 below.

5.11. "Inter-Related1: when used in respect of three or more persons, means persons who are related to ono
another in a linked series of relationships, such that two of the persons are related in a manner contempt!3d
in p?:ragrspn 510 cibovc, and one of them is rs'ated to the third in any such manner, and so forth in an
unbroken scries.

512. "Control'; for the purpose of paragraphs 5.10.2 and 5.10.3 above, a person consols a juristic person, or its
business, if:

5.12.1. in the case cf a company:

5.12.1.1 thst company is a subsidiary of that first person, as determined in accordance with the
Companies Act; or

5.12.1.2. thst first person together with any related or inter-related person, is:

5.12.1.2.1. directly or indirectly <ib!e to exercise or control the exorcise of a
majority of the voting rights associated with securities of that
company, whether pursuant to a shareholder agreement cr otherwise
(e.g. Director and a person related to him, together held more than 50
% of the voting shares in company Y); or

5.12.1.2.2. has the right to appoint or elect, or control the appointment or election
of, Directors of that company who control a majority of the votes at a
meeting of the board (e.g. Director is able to appoint Directors to the
board of company Y, and those Directors appointed by him can
exercise more than 50% of the votes at a boa'd mooing);

5.12.2. in the case of a juristic person that is a close corporation, [hat first person owns the majority of the
marnbeis1 interest, or cun'rds directly, or lias thy jiytit to cuntrul, IIly impurity of members' votes in
the close corporation;

5.12.3. in the case of a juristic person that is a trust, that first person has the ability to control the majority of
the vctes of the trustees or to appoint the majority of the trustees, or to appoint or change the
majority of the beneficiaries of the trust, or

5.12.4. thai first person has the ability to materially iniuence the policy of the juristic person in a manner
comparable to a person who, in ordinary commercial practice, would be able to exercise an
element of control referred to in paragraphs 5.12.1,5.12.2 or 5.12.3.

5.13. "Relationship*: includes the connection subsisting between any two or more persons who are related or
inter-related.
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5.14. "A Related Party Transaction'' h n f--""-'^ - ' '•-— ,'—.-. L : : . ; . . ^ ^ uoi.^l.uua LijUvtun ruaieu persons,
regardless of v/hether a price is charged.

515 "Significant influence": is the power to participate in the financial and operating policy decisions of an entity,
but does not necessarily amount to Control.

6. DUTY TO AVOID AMD TO DISCLOSE A CONFLICT OF INTEREST

6 1. Directors have a duty to avoid a conflict of interest in terms of inter alia the common lav/, the Public Finance
Management Act No.1 of 1939 ('PFMA'), the Companies Act and the King Report on Governance for South
Africa, and the King Code of Governance Princip'es, 2C09 (King IIP) A summary of key principles relating b
a Director's responsibility to avoid and to disclose a conflict of interest have teen set out below, in a non-
exhaustive manner, as a guide to Directors.

6 2. One of the most important f duciary duties of Directors under trie common lav; is the duty to avoid a conflict of
interest'. Directors have a duty to observe ihe utmost good faith towards Transrct. and in discharging that
duty the/ are required to exercise independent judgment and to take decisions according to the best interests
of Transnet. Any Director who is appointed to Ihe Board of Transnet as the representative of a party with a
substantial interest in Transnet should recognise the polenSial for conflict. That Director must understand that
the duty to act in the best interests of Transnet remains paramount.5 Certain conflicts of interest are
fundamental and should be avoided-6

6.3. In this regard, Directors have a duty inter alia to:

6.3.1. to act with fidelity, honesty, integrity, independence of mind and in the best interests of
Transnet, and to everciss the powers and perform the functions of Directors in good faith/

6.3.2. account for secret profits;

6.3.3. not misappropriate corporate opportunities;

6.3.4. not improperly compels with Transnet;3

6.3.5. net louse their position of Director, or privileges, cr any information obtained whi'e acting in the
capacity of a Director9;

6.3 5 1. to gain an advantage for themselves, or for another person, other than Transnet
or a wholly-owned subsidary of Transnet, (this test does not require that the
Director g?.ins a material or a financial advantage, any advantage will bring the
Director within the realm of this provision); or

'FHI Cassim et at Cortompctsry Company Lax. Jj la, 2011 page <S5
5 Pannrgph 24 cf Kir.g lit
1 Par?iy3pb25cfK:nglI!

' see sect.on 76 of the Companies Act. f/cte that sect'on 76 epp'es ret only to d'i directors (inch/Jing atornste directors) but a'zo
to proscribed oncers ar.j to any person v,M is a rr.c-nter c( a comr, "eo c! t!~e Ecord of Trowel cr of the a-jd,t comm.Hes of
Transnet In terms of section 50 cf the PFtM this also applies to all members of tr-e controlling tody / 'accounting authority' of
Transret as dofinc-d in the PFt.iA I! the tcard cf Transnot is not the 'controlling tody' cf Transnet, then this paragraph applies
to the extent that the Director is a member of tt.e ccnlro'ling body I 'accounts*] eufrorty' cf Transnot See also paragraph 15 of
King I!!

' PM MesVii et al (eds) Henochsterg en the Companies Act, (Lexis Nexus BuCerwcrths). page 470.
* sea section 76 of the Companies Act Note that section 76 apples rot only to a'! directors (including alternate directors) but B'SO

to prescribed off.cers and to any person v.ho is a mmtor of e committee ct the Beard of Transnet, cr cf the aud,t comm 'Itee cf
Transr.ot. See also section 50 of the PFtM.
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6 . 3 . 5 2 . t o k n o w i n i l y c * \ * a M r ™ ^ T ' ^ — ' . t r- -> r , . v - - - v ~ - , •• ^:-,-i^ o i i j > i i i a J ;

communicate to the Board of TransnePat the earliest pract ical opportunity
any information that comes to the Director's attention;

6 3 5. disclose:

6 3 6 1. conflicts c( interest (whether real or perceived) in good time together with fu'l
details to the Board o( Transnet and such conflicts should then be appropriately
managed;11

6 3.6.2. any interest in a contract with Transret;

6.3 6.3. any drsct or indirect personal or private business interest that they, or any
spouse, partner or close family member may have in any matter before the
Board ol Transnet and, subject always to paragraph 6-5, must withdraw from
the proceedings when that matter is being considered unless the Board of
Transr.et decidss that the direct or indirect interest is t'iviat or irrelevant'2 and
the Director is not required to withdraw in accordance with paragraph 6 5; and

6 3 64. any Personal Financial Interest in respect of a matter to be considered at a
meeting of the Board of Transnet, and/or any matter in respect of which a
Director knows'1 that a Related person has a Personal Financial Interest, in the
manner set out in paragraph 6.5.

6.4. In terms of section 75 of he Companies Act, a Director11 may disclose any Personal Financial Interest in
advance, by submitting a Declaration of Interests Form to the Board cf Transnet. sett.ng out the nature and
extent of that interest, to be used generally until changed or withdrawn by further written notice from that
Director.

6.5. If a Director of Transnet. has a Personal Financial Interest in respect of a natter to be considered at a
meeting of the Board cf Transnet, or knows that a Related person has a Personal Financial Interest in the
matter, the Director'5.

6.5.1. must disclose the interest and its general nature be'ore the matter is consi'Jered at the meeting;

5.5.2. must disclose to the meeting any material information relating to the matter, and known to the
Director;

6.5.3. may disclose any observations or pertinent insights rebfng to the mat'er if requested to do so by
the other Directors;

6.5.4. if present at the meeting, must recusa himself/herself from the meeting immediately after
making any disclosure contemplated in paragraphs 6.5.2 or 6.5.3;

IC imbss the exebs'ons s?f cut in sec? en lt{2) (t) {•) to {<:) cfthe Compsr-ios Act apply
11 Paragraph 25 of King lit
'7 This apples to si! members cf tho cciirol'ir.g tody I 'accounting authority' of Transret es defined in the PFf.'A. If tha beard of

Transr.et is rot th° 'cortroftrg tody' cf Trsnsnet, tten this paragraph applies to the erJen/ thai the Director is a rr.emter of the
controlling tcdy I 'accounting authority' of Transret. See section 50 of the PFMA.

13 'fcrows* incites actual toov/edge of the ma'.ter, or raf.ars which the Director re3Qonst!y ought to have knowledge of, or in
respect ofv/hich the Director reasonably ought to have investigated or taken treasures which would have provided the Director
with the actual knowledge of that matter

" ncto that section 75 applies r.ot only to all directors (ir.c'uding sHemaie directors) but a'so to presorted officers end to any
person vjho is a member of a committee of the Board cf Transnet.

" ssvo if the exclusions ssf cut in section 75(2) of the Companies Act apply.

0078-0970-0001-0345

TRANSNET-REF-BUNDLE-05008



698

Group Company Secretariat

paragraphs 6.5.2 and 6 5 3;

6 5 6 white r.bsent from the meeting in terms cf this paragraph:

6 5 7. is to be regarded as being present a! the meeting for the purpose of determining whether
sutfcicnt Directors are present to constitute the meeting; and

6 5 8. is not to be regarded ss being present at the meeting for the purpose of determining whether
a resolution has sufficient support to be adopted; and

6.5 9. must rot execute any document en behalf of Transnet in re'ation to the matter unless
srocirca!Iy requited cr d reded to do so by the Board of Transact

6 6. In terms of section 7c(4)(a)(n] of the Ccmpanes Act, a D.rec'or \v'!l ha/e satisfied his/her oblations to act in
the best interests of the company (among other things) if (i) the Director had no Personal Financial Interest in
the subject matter cf the decision, and had no reasonable basis to knew15 that any Related person had a
Personal Financial Interest in the matter; or (ii) the Director complied with the requirements of section 75 of
the Companies Act wi!h respect to any interest.

6.7. The onus is on the individual Directors to determine whether they are free from apparent cr actual conflicts.15

6.8. Transnet Policy

In addition to he above, a Director must.

68.1. declare an interest17 in any business entity (.vhelher as a shareholder, member, Director, adviser or in
any other capacity) that;

6 8.1.1. have significant contracts with Transnet. In this regard, "significant contracts" means
contracts which account for at least 1OVs (ten percent) of such business entity's
consolidated gross revenue in any one financial year; or

6 8.1.2. is a competitor of Transnet; cr

6 81.3 is party to an acquisition of Transnet End/or its subsidiaries, its assets or businesses, or
any part thereof,

6 8.1.4. is party to a joint venture or other business venture with Transnet cr any of its
subsidiaries;

6 8.1.5. tenders for advisory or other professional services rotated to the transactions referred to
in paragraphs 6.8 1.3 ard 6.8.1,4 above;

6.8.1.6. is party to w/ transaction that needs to be approved at Board level or by any of the
committees of the Board of Transnet,

16 sco porogroph 86 cfKir.g III
" r.oto that this dees net inc'uds any ir!?r?st fe.tf by a person tn a urti trM or ccfectve invosir.er.t scheme in terms of the

CoHectvs Investment Schemes Ad, 2002 (Act No 45 of 2002), unless that porson has direct corlrol over the investment
dec'siens cf that fur.d or investment
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6 8 2.1. any director indrect interest in contracts or proposed contracts, which have been or will
be entered into by Transnet and must set out fjl! particulars of that interest;

6.8 2 2. any interest acquired in a contract, whether by the Director or a peson related to him,
after it has been entered into by Transnet and must set out full particu'a's of that interest;
and

6.8 2 3. all Conflicts of Interests in accordance w;th th;s po'icy.

6.8.3- The Board of Transnet will be entitled, at any time, to determine that a particular interest of any Director or by
a person related or inter-related to him constitutes a Ccn"ict of Interest, and to recommend an appropriate
way to manage such conflict, even if such a transaction falls outside the transactions set cut above.

7. DECLARATION OF A CONFLICT OF INTEREST

7.1. Declaration of interest in contracts

7.1.1. Applicable to: All Directors who have an interest, either dTCCtiy or indirectly, or know that a related person
has an interest in:

7.1.1.1. any rev/ or existing contract v.-i'.h an entity external b Transnet when may conduct, or dees
conduct business with Transnet;

7.1.1.2. acquiring Transnet and'or its subsidiaries, its assets or businesses, or any part thereof;

7.1.1.3. any joint venire or other bus;ness venture w.thTrancnctcr an/of its subsidiaries:

7.1.1.4. tendering for the supply of goods or services to Transnet or tendering for advisory cr ether
professional services related to the transactions referred to above,
Collectively, a "Contractual Interest".

7.1.2. To be compbted: Annually by Directors and as and when a Contractual Interest is identified.

7.1.3. To be submitted: to the Group Company Secretary.

7.1.4. The relevant forms for completion: Annexure "A*.

7.2. Annual declarations/Related Party disclosures

7.2.1. Applicable to: All Directors.

7.2.2. To be completed: Annually and as and when a Conflict of Interest arises, and,'or when directorship or
fnancial interests of Directors chang-5 within the financial ye.ir, and/or when
directorship or financial interests of persons Related to Directors change within the
f nancial year.

7.2-3. To be submitted- to the Group Company Secretary.

Even if there are no conflicts of interest the prescribed Annexure must be completed i,e. a Nil
Declaration.

7.2.4. The relevant forms for completion: Annexure "B\
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7.3 1. Applicable to: All members of/attendees at Key Meetings and all Directors who have a Persona! Financial

Interest'3 or know19 that a Related person has a Persona! Finax-al Interest in respect ol a

manor to be considered at a meeting of th* Board of Transnct.

7.3 2- If a Director has a Convict of Interest in respect of a matter to be cons:c!ered <it a meeting, or knows13 that a

Related persorv0 has a Personal Financial Interest in the matter, Ins Director must comply *.vth the

procedures mere fully sot out in paragraph 6 5 above. Such a Director must no! execute any document on

boh;.;' of Trr-pcnct in relation to the matter un'ess specifically requested or directed to do so by the Board.

7.3 3. To be completed. At each meeting.

7.3.4. To be submitted: to the applicable Committee Secretary.

7.3.5. The relevant forms for completion Annexure *C".

3. ROLES AND RESPONSIBILITIES

8.1. The Board is responsible and account 's for the implementation of this policy.

8 2. The Group Company Secretary is i^pcnsic'e br enuring that the c!ocLir?.f:.jns rsfeTed to in this polcy are

distributed and received timeously.

8 3. It is r.e responsibility of each Director lo declare their interest as referred to in this p:l cy, as and when it

arises, by requesting (to the extent that they have not received) [he relevant form and submitting the form to

the Group Company Secretary.

9. RELATED INFORMATION

The policy must be read in conjunction with 11";9 foll-jwing related internal and external documents:

9 1. Internal Documents:

9.1.1. Transnet Code of Ethics.

9.1.2. Transnet Gifts Policy.

9.1.3. Transnet Anti-Fraud Polcy.

18 t;vs is applicable to a!! directors (<r,c'udrg sterrs'.e d'reztcrs) and to presented o'ficers and to any person v.ho is a {renter cf
a committee of the Board of Transnet.

u 'kr,o?.s' includes sctua! kncw'edje cf tt= rntf.zr, cr rr.iFers v.tiicb f*:e Director reascnatty ovght to rave knc.v'e^e cf, cr in
respect of v,hch Ihe Director reasonably ought to have investigated or taken measures vikich would rave provided the Director
vAh the actual know'ed;e cflhat matter.

™ a Rz'a'ed person includes a second company cf vthich a Director cr a Related person is a'so a d'roctcr, cr a dese corpcrjt.cn
cf which tne Director or a Related person is a memter,

10
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9 1 4. Transnel Procurement Procedures t/anual.

9.1.5. Supplier Code of Conduct.

9.2. External Documents;

9.2.1. The Companies Act No.71 of 2003.

9 2 2. The Public Finance Management Act No 1 of 1909 (PFMA).

9 2.3. The King Report on Governance for South Africa vr4 the K>g Cede of Gcwar.ancs Pr'ncipl-?s 2009 (Kirg
111).

9 2 4 International Accounting Standards 24 Reia'ed Party Disclosures

10. SPONSOR/OWNER OF POLICY AND APPROVAL

191. Policy sponsor: Group Execulve. Legal Services

10 2. Policy owner: Group Company Secretary

10.3. Approved by: Transnet Board of Directors

10.4. Contact Person:

Pos;!:cn Group Company Secretary

Contact Details: Telephone:+2711 3:3-2424

Era ! : Ay^ida cerTi^'ra-sret n-?|

11. EXCLUSIONS

Trere are no exclusions to this policy.

12. CONTRAVENTION OF THE POLICY

12.1. Non-compliance v/ith this policy and the procedures is considered to be a treach of this po!icy. It may also be
considered a contraventon of the common law; the PFMA; andrcrtheCorrp3n:esAct.

12.2. All suspected incidents of contraventions of this policy shcu'd be reported to Trsnsnet Tip-offs Anonymous
Hotline. Chairman of the Board or the Chairman of the Audit Committee fcr invest gation

11
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AnnexureA

DECLARATION OF INTERESTS IN CONTRACTS

Surname

First Names

Nationality

Identity Number

Date of Birth

Residential Address

Business Address

Postal Address

1. Please identify all existing or potential contracts or Related Party Transactions21, in so far as they relate or may
relate to Transnct, in which you may have a direct/indirect interest, or whore you may have significant
participation or involvement.

Name of contract/
transaction

Details Name of related
person

Registered
address

Registration
Number

Nature of
interest/

participation

trdude ty way o! example any eitTes v.hich have entered into a contract with Transnct or v^hich may conduct, or does conduct business
vJth Trar,$nel, or any entity v.hich ir.tor.ds scqui'irg Transit and-'cr its subs'd.srtes, its essets or businesses, cr sny part thereof, cr any
entity that has entered into a joint venture or other business venture i*?,1) Tronsr.et or any of its subsidiaries, or sny entity which tenders for
the supply of geeds or services to Transnet (including any sdv<$ory or ether pnfessicnol services related to the tmrsactinns referred to
above).

12
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Please identify all existing or potential contracts or Related Party Transaction?33, in sofnrns tbry rnh.*^ r r m y r r h ' : ' :
Tf-ii^ii.t, hi wliicli a paiiy icluUiH or inter-related to you may have a direct/indirect interest, or where a party related or
htcr-retated to you may have significant participation or involvement.

Name of contract
transaction

Details Name of related
person

Registered
address

Registration
Number

Details of Relation
to you 2nd nature

of Interest/
participation

I confirm that I have read the Transnet declaration of interest and related party disclosures policy for Directors and in
particular, paragraphs 6 and 7 of trio policy and I confirm that 1 have made full and proper disclosure of nil interests which
I have or which a person rebtsd to me has in respect of any contracts relating to Transnet.

Signature

Date

inciud-3 by way of exsrrpte, any ert.tes :sh:ch have entered ir.to a contract win Transret or v.htch nay conduct, cr does conduct business
v/'.h Trarsnet, cr any ently v.r'zh u;!°rd5 acquiring Transnet ard'or its svbsi&ares, its assets cr bus-nesses, cr any part thereof, cr any
entity th3t bss entered into ajoirt venture cr ether business venture v/ith Transnet or any of its substdtines. or any er.tty v/h:ch tenders for
the supply cfecods or services to Trarsnet (indudirg any a1;i"Ciy cr ct'er pfofc-ssvrs! $er,xe$ relitzJ to th.e trarsdct'or.s re'erred to
above).
an individual is related to another individual if they.
(i) ars marred, cr Ine together in a re 'akorship sirr.ldr to a marnag*; or
(:i) ere separated by no more than one dogrez ofna'.wal oreicpted consangvw'y or sanity

13
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Annexure B

TRANSNET SOC Ltd

ANNUAL DECLARATION OF INTERESTS

Surname

First Names

Nationality

Identity Number

Date of Birth

Residential Address

Business Address

Postal Address

1. Directorships and other interests (Please indicate all companies of which you are a Director, close corporations of
which you are a member, partnerships, trusts, sole proprietorships and other entities in which you have an interest and
include all entities that are Controlled'7 Significantly Influenced by you, and list all entities in which you have a
shareholdings or similar interest and indicate with an asterisk those interests v/hich constitute a Conflict of Interests,)

Name of entity

[ •?; r a try I'••'••!]

Registered address

O n - ' - ; , c r * £•.••:•:(

Registration
number

Mature of

Interest

Date of

Appointment or
Acquisition of

Interest

{igllJ.-yirji)

% held

Signature Date

nets thit control means 'Control' es defined in the Companies Act end ircludts joint control
r.cte that this dots not include any interest held by a person in & unit trust or ccllcctr/e investment scheme in terms of the Cc!!sctiv9
Investment Schemes Act. 2002 (Act No. 45 of 2002). unless that person /\?s drect control over the investment docis'ons cf that fund or
investment

14
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TRANSNETSOCLtd

RELATED PARTY DISCLOSURES

2. Interests26 of persons related to you and in respect of which a Conflict of Interest exists or a potential
Conflict of Interest may arise.

Full names and surname of persons related to
you" / fu l l names and details of juristic persons
related to you and in respect of which a Conflict
of Interest exists or a potential Conflict of
Interest may arise

a) Sp3usG'Dcrr.est.c partner

1.

b) Children (Own, or those of spouse/domestic
partner)

1.

2.

3.

4.

c) Related Persons

1.

2.

3.

4.

5

6.

d) Juristic Persons Re'a'cd ID you

1.

2.

3.

4.

Entity where financial interest is
held and details of financial
interest

Nature of conflict of interest

x note that this dees net include any interest he!d by a person in a unit t'vst or collective investment scheme in terms cf the Collective
Investment Schemes Act, 2002 (Act No. 45 c! 2Q02), unless that person has direct control over tha investment decisions of that fur.d or
investment.

v an individual is related tc another individual if they
(i) are married, cr live together in a relationship similar to a marriage, cr

(ii) are separated by r.o mere than cne degree of natural or adopted corsangur-Zy cr afrit/

15
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Do you know if a person rnh'M1 ' tn yo-i h i " n r l i r ' t r i ! ; r r . l i,-;^rc3t of a fiiia.icial, iuon.jlaiy or economic nature,
or to which a monetary value may be attributed that may bo of consequence in determining any matter to be
decided by Transnet, or v/hich might reasonably affect your judgment or decision-making in the matter? If yes,
please provide full details.

Full details of persons related to you Full details of nature of financial interest

Ploase confirm that you have read the Transnet declaration of interest and related party disclosures policy for
Directors and in particular, paragraphs 6 and 7 of the policy, and set out below any conflicts of interest which you
are required to disclose (and which you have not already disclosed in the paragraphs above).

1 confirm that 1 have read the Transnst Declaration of Interest and
Related Party Disclosures Policy for Directors and in particular,
paragraphs 6 and 7 of the policy.

Details of further conflicts, e.g. do you have an interest in a
competitor of Transnet.

1 confirm that 1 have made full end proper disclosure of all conflicts
of interests.

Signature Dote

an irdiv,±a! is nh'od to ancthor ird<v\1jnl if they
(i) are marred, cr I'r/e together in a relationship s-ruilar to a marriage; or
(h) aro soparo'ed by no mcrs thsn ere t/ojrss ofr.ztural or aJocted con$3rgu!r,i1y or aff:r.,1y
an <r.Jiv:du3l is related to a juristic person if the individual directty cr indirectly Controls the jurist !c person, eg by teirg ab!a to
exsrise a majority of the voting tights, whether pursuant to an agreement or otherwise, or in rsspoct cf a corv.pany. by t-sving the rghi
to appoint or i!-xt, or control the apccintTi^nt orc'cdicn cf, d rectors cftha*. company v.ho control a majority of the votss at a rrseiinj
cf the tc-3'd Further, a director is also related to a second cempsny of v.hxh that director cr a rehtsd person is elso a director, or a
close corporation cf v/hich that director cr re'a'ed certon is a memter.

15
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TRANSNET SOC Ltd

RELATED PARTY DISCLOSURES

Declaration by Director

(Full names rn j surname printed)

Declare thai the aforesaid information is to the best cf my knowledge true, and, that I fu'ly understand the contents of this
declaration. I also undertake that I will immediately notfy Ihs Group Company Secretary should it come to my attention that any
information provided above may not be true, accurate or complete.

SIGNATURE OF DIRECTOR

DATE

PLACE

17
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TRANSNET SOC LTD

DECLARATION OF INTERESTS AND REGISTER OF DIRECTORS

Certification by a Transnet SOC Ltd representative • Group Company Secretary

1 certify that the deponent has acknowledged that sh?/he knows and understands the contents of this declaration.

(Signed. For and on behalf of Transnet SOC Ltd) by Group Company Secretary)

Full first nnmes and surname:

{Block iQttors)

Dale _ . Pl^ce

18
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Annexure C

DECLARATION OF INTEREST (MEETINGS)

Re'erer.ce: Pack for the , meeting number to be held on 20

I, the undersigned declare th.it.

(a} I am not in any way. v,he!her directly or ind.rectly, ssve in my capacity as a Director of Transnsl/rcprescnta'ivs

of , interested in ?.ny contract or proposed contract, which has been or

is to te entered into by ir.Q Company, an j which is to be discussed at the abovementioncd nesting;

OR

I ri;sc!oss that I have the following dirccMndirect ir/eresf1 in the matter which is to bo discussed at the above mentioned

meeting (please set out the nature ar.d the extan! of the interest end any material information relating to the matter ond/or

any pertinent insights)

(b) 1 am not in any way, v/holher directly or ind.rectly. save in my capacity as a Director of Transnct/representaSive

of , intoresfed in any other matter which is to be discussed n( the

abovcmen'.ioned meeting;

OR

I discloss that I havo a Conflict of Interest as more fully set out bc'o'.v:

n 'irtsresf include? any direct cr indi'ect personal cr p'ivate business interest (see sect.cn 50 of the FFMA) and any Persona! Financial
Interest, i e. a direct material interest of a fnancial, monetary c economy nature, or to which a monetary va'ue may be etlributsd (see
section 75 of the Companies Act)

19
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(c) I do not have any relition^ivn v;M fVr of a famiiv ^u^nw* <-^;-ir r" r.*hnr r-.«>-ri <-:^ --•.' r^-^.._!.-.. ^-,~ .. . • i . ^

whether direct or indirect, in any contract or other mailer lo be discussed at the abovementioned meeting;

OR

I disclose that! am aware that the following person related-0 to me has the following direct/indirect interest1' which is to fce

discussed at the abovementioned meeling (please set out the nnlure and the extent of the interest and my material

information foloilng to the mot'.zr ond'or sny porttnont insights)

(d) Shou'd I at any shge during or after the abcvcmon!;oned meeting become aware of the existence of an interest or

rslafonship of the na'ure described above. I \v.W immediacy disclose such interest or relat onship to Transnet; and

(e) If I hava a conflict of interest in respect of a ma"er to be considered at his meeting, or know32 that a related person

has a Persona! Financial Interest in the matter, I v/ill. in addition to my disclosure set out in paragraph (a) to (c),

disclose the full details of such interest and any material information relating to the matter known to me, and will

provide any observations or pertinent insights relating to Ihe mailer if requested to do so by the other Directors, before

the rna'tor is considered at Ihe meeting and irrrr.od: j'eiy recuse myself from the meeting.

SIGNED AT ON THE. . DAY OF 20

COMMITTEE MEMBER/ATTENDEE

(3) on ird;v:d'jal is rs'.j'ed to another ind:v duo! if they:
(i) are married, or liv? together in a relationship similar to a marriage, or
(<i) era separated ty no n::re inn cr.c dogrce ofnatursl or adopted con:angLin;',y cr a!f.r<ty

(t) an individual is rel-jted to a jvr'st'C person i! the irdV'JusI d'rect'y cr ind:rectty Controls the juhst.c person, eg ty being able to
exeryse a rrajOrity of tho votvg rights, whether pursuant to at ayeement or otremizQ, or in respect of a company, ty having tho r'ght
to appoint cr elect, cr control the appointment or dedion of. directors of that company v.ho cont'Ot a majority of the votes at a mee'.r.g
of tne b<:ard Furtr.or. a d-rector is c'so rs'atoJ to a second company ct v.h ch that d-.rectcr cr a rented person is a'so a director, or a
dose corporation of which that director cr rzhtsd person is a member

31 'interest' includes any direct or ir.d.rect persona! cr private business interest (see section 50 cf the PFfJA) art any Persona! Financial
Interest, i.e. a direct ma'.erial interest of a f.nancht, monetary or cconcmic nature, cr to which a monetary vahie may be attributed (sea
section 75 cfthe Companies Act).

12 'knew' includes actual know'edge cf the matter, or matters which the Director reasoratly O'jghl to have kw.'vdge of, cr in r-spect of
wh.ch the Director reasonably ought to have invest'gited cr taken measures which would have provided the Director with the actual
knowledge cfthat matter.

20
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I certify that this is the new Memorandum of Incorporation which
was adopted in terms of a Special Resection of the sole
Shareholder of the Company dated 25 June 2013

-c+~t

REPUBLIC OF SOUTH AFRICA

COMPANIES ACT, 2008

MEMORANDUM OF INCORPORATION FOR A STATE OWNED COMPANY

Name of Company: TRANSNET SOC LTD

Registration number: 1990/000900/30

v/hich is referred to in the rest of this Memorandum of Incorporation as the "Company".

This Memorandum

3$ "June
of Incorporation was adopted by Special Resolution passed on

2013 in substitution for the existing Memorandum of Incorporation (consisting of

a Memorandum and Articles of Association) of the Company and signed by the Chairperson for purposes of

identification.

Preamble

The Company is a pre-existing company as contemplated in Item 2 of Schedule 5 of the Act and exists in

accordance with the Enabling Legislation to carry on business in all aspects and branches of transport and

harbour operations, it being recorded that the Company is also subject to the provisions of the PFMA. The

Government is the sole Shareholder of the Company and the rights attached to such Shares are exercised

by the Minister. The Company now wishes to adopt this Memorandum of Incorporation in order to bring its

constitution in line with the Act.

The Annexures attached to this Memorandum of Incorporation are incorporated into, and form an integral

part of, this Memorandum of Incorporation.
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1. INTERPRETATION

In this MOI:-

1.1. words that are defined in the Act (which are contained in Annexure A for ease reference),

but not defined in this MOI will bear the same meaning in this MOI as in the Act. For ease of

reading, such terms have been capitalised in this MOI;

1.2. unless the context provides or requires otherwise:-

1.2.1. "Act" means the Companies Act, No. 71 of 2008 or any legislation which

replaces it;

1.2.2. "APA" means the Auditing Profession Act, No. 26 of 2005 or any legislation

which replaces it;

1.2.3. "Applicable Legislation" means any legislation, regulation, rules of practice of

all the Courts in the Republic, by-law, policy or directive document presently in

existence or coming into existence after the Effective Date and during the term

of this MOI which is applicable to the Company or its Subsidiaries;

1.2.4. "Board" means the "board of directors" of the Company from time to time, as

defined in the Act, which is also the accounting authority for purposes of the

PFMA;

1.2.5. "Chairperson" means the person who is appointed as the chairperson of the

Board and the Company, in accordance with clause 17.2;

1.2.6. "Company" means Transnet SOC Ltd, registration number 1990/000900/30, or

by whatever other name it may be known from time to time;

1.2.7. "Company Secretary" means the Person who is appointed as the company

secretary from time to time, in accordance with the provisions of section 86 and

clause 26 of this MOI;

1.2.8. "Corporate Plan" means the three year plan of the Company as contemplated

in the PFMA read with the Treasury Regulations, which plan must include (but

is not limited t o ) -

1.2.8.1. strategic objectives and outcomes identified and agreed on by the

executive authority in the Shareholder's Compact;

1.2.8.2. strategic and business initiatives as embodied in business function

strategies;
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1.2.8.3. key performance measures and indicators for assessing the

Company's performance in delivering the desired outcomes and

objectives;

1.2.8.4. a risk management plan;

1.2.8.5. a fraud prevention plan;

1.2.8.6. theSMF;

1.2.8.7. a financial plan addressing -

1.2.8.7.1. quarterly projections for the first year of revenue,

expenditure and borrowings against annual targets;

1.2.8.7.2. asset and liability management;

1.2.8.7.3. cash flow projections;

1.2.8.7.4. capital expenditure programmes;

1.2.8.7.5. dividend policies; and

1.2.8.7.6. such other issues as may be required in terms of

the PFMA from time to time;

1.2.9. 'Deliver" means deliver in the manner in which the Company is entitled to give

notice or deliver documents in accordance with clause 30 and the Act, including

Table CR3 of the Regulations, which is attached hereto as Annexure C and

'Delivered' and 'Delivering" shall have the corresponding meaning as the

context may indicate;

1.2.10. "DoA" means the Delegation of Authority Framework approved by the Board

from time to time;

1.2.11. "Electronic Address" means in regard to Electronic Communication, any email

address furnished to the Company by the Shareholder;

1.2.12. "Enabling Legislation" means the Legal Succession to the South African

Transport Services Act, No. 9 of 1989, or any legislation which replaces it;

1.2.13. "Gazette" means the Government Gazette of the Republic;

1.2.14. "Government" means the Government of the Republic, which includes for the

purposes of this MOI, the "State" being the Republic;
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1.2.15. "Group Chief Executive" means the group chief executive of the Company;

1.2.16. "Group Chief Financial Officer" means the group chief financial officer of the

Company;

1.2.17. "Guidelines" means the 'guidelines for the appointment of a Chief Executive

Officer for a State Owned Enterprise' as issued by the Shareholder from time to

time;

1.2.18. "Ineligible or Disqualified" means ineligible or disqualified as contemplated in

the Act (a list of which is in Annexure B for ease of reference but which does

not form part of this MOl for purposes of interpretation) or as contempialed in

clause 17.9.3.1 which shall apply not only to Directors but also to Prescribed

Officers, members of Board and statutory committees and the Company

Secretary;

1.2.19. "Minister" means the Minister of Public Enterprises in his capacity as the

representative of the Government and the executive authority (as defined in the

PFMA) of the Company, or if any other Minister is designated as being the

representative of the Government or the executive authority with respect to the

Company, then that Minister acting in such capacity;

1.2.20. "MOl" means this Memorandum of Incorporation;

1.2.21. "Month" means a calendar month;

1.2.22. "Ordinary Resolution" means a resolution adopted with the support of more

than 50% (fifty per cent) of the Voting Rights Exercised on the resolution at a

Shareholder's Meeting, or by the Shareholder acting other than at a meeting, as

contemplated in section 60;

1.2.23. "PAA" means the Public Audit Act, No. 25 of 2004 or any legislation which

replaces it;

1.2.24. "PFMA" means the Public Finance Management Act, No. 1 of 1999, or any

legislation which replaces it;

1.2.25. "Prescribed Officer" means a Person who, within a company, performs any

function that has been designated by the Minister of Trade and Industry in terms

of section 66(10), read with Regulation 38;

1.2.26. "Present" shall have the meaning ascribed to the terms "present at a meeting"

in the Act;
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1.2.27. "Remuneration Policy" means the remuneration policy of the Company which

will include and incorporate "Remuneration Guidelines" and/or "Standards" on

remuneration issued by the Minister from time to time as confirmed by the

Company on an annual or biannual basis as contemplated in clause 15.1.1.3;

1.2.28. "Remuneration, Social and Ethics Committee" means the Board committee,

appointed in accordance with the provisions of clause 23 of the MOI, sections

72(1), 72(4) to 72(10) and Regulation 43;

1.2.29. "Republic" means the Republic of South Africa;

1.2.30. "Securities Services Act" means the Securities Services Act, No. 36 of 2004, or

any legislation which replaces it;

1.2.31. "Shareholder" means the Government represented by the Minister;

1.2.32. "Shareholder's Meeting" means with respect to any particular matter

concerning the Company, a meeting of the Shareholder who is entitled to

Exercise Voting Rights in relation to that matter;

1.2.33. "Shareholder's Compact" means the shareholder's compact, being an

agreement entered into in terms of the Treasury Regulations, between the

Shareholder and the Board, on an annual basis;

1.2.34. "Sign" and "Signature" include, respectively, lithography, printing, electronic

signature or signing by a mechanical or electronic process or means;

1.2.35. "SMF" means the significance and materiality framework applicable to the

Company, developed under Treasury Regulations;

1.2.36. "Special Resolution" means a resolution adopted with the support of at least

75% (seventy five per cent) of the Voting Rights Exercised on the resolution at a

Shareholder's Meeting or by the Shareholder acting other than at a meeting, as

contemplated in section 60;

1.2.37. "Strategic Intent Statement" means the primary too! used by the Shareholder

to communicate its expectations of the Company strategy and which contains

the Company's strategic purpose, scope of business, core business,

consultation thresholds or investment strategy developed by the Shareholder in

consultation with sector departments, National Treasury and the Presidency of

the Republic and taking into account an assessment of the interaction between

the policy and regulatory environment with the financial and operational goals of
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the Company to ensure shareholder value optimisation and achievement of

wider socio-economic objectives;

1.2.38. "Strict Liability" means a legal responsibility imposed by the Enabling

Legislation and Applicable Legislation or incurred without the necessity to prove

that a Director was negligent or directly at fault or criminally intent, regardless of

culpability, in respect of damages and/or loss caused by a Director's acts and/or

omissions;

1.2.39. "Treasury Regulations" means the regulations issued by the National Treasury

in terms of section 76 of the PFMA and any amendment thereof or substitution

therefor from time to time;

1.2.40. "Voting Rights", with respect to any matter to be decided by the Company,

means the rights of tho Shareholder to vote in connection with that matter;

1.2.41. "Writing" and "Written" includes Electronic Communication but as regards any

Shareholder entitled to vote, only to the extent that such Shareholder has

notified the Company of an Electronic Address; and

1.2.42. "Written Resolution" means a resolution passed other than at a -

1.2.42.1. Shareholder's Meeting, which -

1.2.42.1.1. was submitted for consideration to the Persons

entitled to Exercise Voting Rights in relation to the

resolution; and

1.2.42.1.2. was voted on by the Shareholder or by a duly

authorised representative at least 75% (seventy five

percent) of the Persons entitled to vote

contemplated in clause 15 by signing a resolution in

counterparts within 10 (ten) Business Days after the

resolution was submitted to them;

1.2.42.2. meeting of the Board, in respect of which, subject to clause 17.6.10,

75% (seventy per cent) of all of the Directors voted in favour by

signing in Writing a resolution in counterparts, within 10 (ten)

Business Days after the resolution was submitted to them.

1.3. Words importing the singular number shall include the plural number and Wee versa.

1.4. Words importing any one gender shall include the other two genders.
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1.5. Words importing natural persons shall include Juristic Persons (whether corporate or not

and including partnerships and trusts) and vice versa.

1.6. Any reference to a section by number in this MOl shall be a reference to the corresponding

section in the Act, unless otherwise stated.

1.7. Reference to any provision of the Act, and the Applicable Legislation shall include such

provision as amended or re-enacted from time to time and includes any subordinate

legislation made from time to time under the Act, or the Applicable Legislation. Any

reference to a particular section in the Act, and the Applicable Legislation is to that section

as at the date of adoption of this MOl, and as amended or re-enacted from time to time

and/or an equivalent measure in the Act, and the Applicable Legislation, provided that if as a

result of such amendment or re-enactment, the specific requirements of a section referred to

in this MOl are changed, the relevant provision of this MOl shall be read also as if it had

been amended as necessary, without the necessity for an actual amendment.

1.8. Reference to a Shareholder represented by proxy shall include a Shareholder, entitled to

vote, represented by an agent appointed under a genera! or special power of attorney and

reference to a Shareholder, entitled to vote, Present at a Shareholder's Meeting or acting in

person and shall include Juristic Persons or corporations represented by a duly authorised

representative or acting in the manner prescribed by the Act, or the Applicable Legislation.

1.9. Subject to the preceding clause, any term or words or expressions defined in the Act, the

Enabling Legislation, or the Applicable Legislation shall, unless the context otherwise

requires, bear the same meaning in this MOl ascribed to it in the Act, the Enabling

Legislation, or the Applicable Legislation in which they are defined. If any term is defined

within the context of any particular clause in the MOl, the term so defined, unless it is clear

from the clause in question that the term so defined has limited application to the relevant

clause, shall bear the meaning ascribed to it for all purposes in terms of this MOl,

notwithstanding that that term has not been defined in this interpretation provision.

1.10. If the provisions of this MOl are in any way inconsistent with the provisions of the Act, the

provisions of the Act shall prevail, and this MOl shall be read in all respects subject to the

Act.

1.11. The rule of construction that a contract shall be interpreted against the party responsible for

the drafting or preparation of the contract, shall not apply to this MOl.

1.12. Headings are intended for reference purposes only and shall not be taken into account in the

interpretation of this MOl.
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1.13. The words "include", "including" and "in particular" shall be construed as being by way of

example or emphasis only and shall not be construed, nor shall they take effect, as limiting

the generality of any preceding word/s.

1.14. Any reference in this MOI to any other agreement or document shall be construed as a

reference to such other agreement or document as same may have been, or may from time

to time be, amended, varied, novated or supplemented.

1.15. The words "other" and "otherwise" shall not be construed eiusdem generis with any

preceding words where a wider construction is possible.

2. PRELIMINARY

Subject to section 5(4) and notwithstanding the omission from this MOI of any provisions to that

effect, the Company may do anything that the Act and/or the PFMA and/or Applicable Legislation

empowers it to do, even if not specifically so authorised by the MO!.

3. INCORPORATION AND NATURE OF THE COMPANY

3.1. The Company is a pre-existing Company incorporated on 19 February 1990 and is a State-

Owned Company as defined in the Act.

3.2. The Company is incorporated in accordance with and governed by>

3.2.1. the Enabling Legislation;

3.2.2. the PFMA;

3.2.3. the unalterable provisions of the Act;

3.2.4. the alterable provisions of the Act, subject to the limitations, extensions and

variations set out in this MOI;

3.2.5. the provisions of this MOI; and

3.2.6. any other Applicable Legislation.

4. POWERS AND CAPACITY OF THE COMPANY

4.1. The Company has the powers and capacity of an Individual, unless otherwise provided in

this MOI.

4.2. The Shareholder may ratify any action by the Company or the Board which is inconsistent

with any limit, restriction or qualification.
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4.3. To the extent that the Company has wholly-owned Subsidiaries, the applicable principles

contained in this MOl which apply to the Company by virtue of it being a State-Owned

Company under the portfolio of the Department of Public Enterprises shall apply to such

Subsidiaries of the Company for the same reason.

Financial

4.4. The Company shall not, without the prior Written approval of the Shareholder:-

4.4.1. enter into any transaction which exceeds or falls outside of the limits prescribed

by the Shareholder's Compact or the SMF; or

4.4.2. establish or participate in -

4.4.2.1. the establishment of a company; or

4.4.2.2. a significant partnership, trust, unincorporated joint venture or

similar arrangement; or

4.4.3. acquire or dispose of a significant shareholding in a company or a significant

asset; or

4.4.4. dispose of movable assets (excluding sale of scrap) of a value exceeding the

limits prescribed by the Shareholder's Compactor the SMF; or

4.4.5. commence or cease a significant business activity; or

4.4.6. commit the Company or its Subsidiaries to borrowings which confer rights to a

lender to convert debt into shares of any kind; or

4.4.7. undertake or agree to a significant change in the nature or extent of the

Company's interest in a significant partnership, trust, unincorporated joint

venture or similar arrangement; or

4.4.8. increase, reduce or alter the Share capital of the Company and the allotment,

issue or other disposal of Shares (except for Shares allotted under the group

share incentive scheme of the Company, if any); or

4.4.9. declare dividends, or make any Distributions, subject to and in accordance with

the provisions of clause 15.1.1.13; or

4.4.10. approve the strategic objectives of the Company and any subsequent material

changes in the strategic direction;

The Board's power to affect borrowing
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4.5. Subject to the provisions of the PFMA (and, in particular, section 66 of the PFMA), the Board

may raise or borrow from time to time for the purposes of the Company, or secure the

payment of, such sums as is in accordance with its Corporate Plan and the borrowing

programme submitted to the Shareholder, unless otherwise determined by the Shareholder

under clause 4.5

4.5.1. The Board may not -

4.5.1.1. issue a guarantee, indemnity or security; or

4.5.1.2. enter into any other transactions that bind, or may bind, the

Company or the Revenue Fund as defined in the PFMA to any

future financial commitment,

unless -

4.5.1.3. the provisions of the PFMA, in particular, section 66 thereof, are

complied with; and

4.5.1.4. if the guarantee, indemnity, security or transaction exceeds the

financial limits as prescribed by the Shareholder under clause 4.5,

the prior Written consent of the Shareholder is obtained.

4.5.2. Subject, at all times to the PFMA, the Shareholder may, from time to time:-

4.5.2.1. specify any limitations regarding the general authority of the

Company to raise or borrow funds, from time to time, for the

purposes of the Company, or secure the payment of, such sums;

and/or

4.5.2.2. prescribe a financial limit for the issue of guarantees, indemnities,

Securities or the entering into of other transactions, in terms of

which specific Shareholder approval is not required where such

transactions are not as contemplated in the borrowing programme

submitted.

4.5.3. The Board shall, in accordance with the PFMA and the Applicable Legislation,

consider and determine the funding structures of the Company having regard to

the funding requirements of the Company from time to time.

Regulatory

4.6. The Company shall not, without the prior Written approval of the Shareholder:-
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4.6.1. approve the terms and conditions of the Company's rights issues, public offers,

capital issues or issues of convertible Securities including Shares or convertible

Securities issued for acquisitions; or

4.6.2. authorise the issue prospectuses for Shares, placing documents, listing

particulars, rights offers or takeover or merger documents; or

4.6.3. decide to list the Company's Shares on any stock exchange or to terminate any

such listing.

4.7. In addition to the [imitations and restrictions set out in clause 4.3, 4.4, 0 and 4.6 -

4.7.1. the Board shall ensure that -

4.7.1.1. the proposed Shareholder's Compact for the following Financial

Year be submitted to the Shareholder by 30 September each year;

4.7.1.2. the annual budget and the Corporate Plan of the Company shall be

presented and/or submitted to the Shareholder, prior to 28 February

each year; and

4.7.1.3. the Company discloses to the Shareholder all changes to terms and

conditions of trade which may result in a Material impact on the

Company.

4.8. The Shareholder may, after consultation with the Board, issue directives to the Board

regarding the mandate and objectives of the Company if it is reasonably necessary to do so.

5. AMENDMENTS TO THE MOl

5.1. Save for correcting errors substantiated as such from objective evidence or which are self-

evident errors (including, but without limitation eiusdem generis, spelling, punctuation,

reference, grammar or similar defects) in the MOl, which the Board is empowered to do, all

other amendments of the MOl shall be effected in accordance with sections 16(1) and 16(4),

and to the extent necessary, the Applicable Legislation and the provisions of this MOl.

5.2. The Board shall publish a notice of any such correction effected by the Board on the

Company's website.

6. THE MAKING OF RULES

The Board of the Company shall not be entitled to make any Rules, as defined in the Act.

7. AUTHORISED SHARES IN THE CAPITAL OF THE COMPANY
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7.1. It is recorded that as at the date of this MOI, the Company has an authorised share capita! of

30 000 000 000 (thirty billion) ordinary Shares with a par value of R1.00 (one rand) each and

12 660 986 310 (twelve billion, six hundred and sixty million, nine hundred and eighty six

thousand, three hundred ten) ordinary Shares with a par value of R1.00 (one rand) each in

issue.

7.2. The issued and unissued Shares shall:

7.2.1. have ordinary Voting Rights attached to such shares in respect of every matter

that may be decided by voting; and

7.2.2. shall rank after all other classes of Shares in the Company which do not rank

pan passu with the ordinary Shares as regards Distributions and returns of

capital, but save as aforesaid shall be entitled to receive the net assets of the

Company upon its liquidation.

7.3. The Board shall not have the power to amend the authorised share capital (including

increasing or decreasing the number) and the classification of such shares (including

determining rights and preferences) as contemplated in section 36(2)(b) or 36(3).

7.4. To the extent that the Company immediately before the Effective Date has authorised but

unissued par value Shares in its capita! of a class of which there are issued Shares, the

unissued Shares of that class may be issued at par or at a premium or at a discount.

7.5. All or any of the rights, privileges or conditions for the time being attached to any class of

Securities of the Company may, (unless otherwise provided by the terms of issue of the

Securities of that class) whether or not the Company is being wound up, be varied with the

sanction of a Special Resolution at a separate meeting of the Shareholder. The provisions of

this MOI relating to Shareholder's Meetings shall mutatis mutandis apply to any such

separate meeting except that -

7.5.1. the necessary quorum shall be 50% (fifty per cent) of all Voting Rights that are

entitled to be exercised in respect of that class of Shares;

7.5.2. if at any adjourned or postponed meeting of the Shareholders, the required

quorum contemplated in clause 7.5.1 is not present, those Persons entitled to

vote who are Present shall be a quorum.

8. PRE-EMPTION ON ISSUE OF ORDINARY SHARES

There shall be no rights of pre-emption in respect of the issue of ordinary Shares.

9. AUTHORITY TO ALLOT AND ISSUE AUTHORISED SHARES AND SECURITIES
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9.1. The Board shall not have the power to allot or issue Shares, options relating to such Shares

and secured and unsecured debt instruments as contemplated in section 43.

9.2. The Board may not issue capitalisation Shares or offer a cash payment in lieu of awarding a

capitalisation Share as contemplated in section 47.

9.3. As regards the issue of -

9.3.1. Shares contemplated in sections 41(1) and (3), the Board shall not have the

power to allot or issue same without the prior approval by a Special Resolution;

9.3.2. secured and unsecured debt instruments to which special privileges are to be

granted as contemplated in section 43(3), the Board shall not have the power to

allot or issue same without the prior approval of an Ordinary Resolution; or

9.3.3. other Securities, the Board shall not have the power to allot or issue same

without the prior approval of an Ordinary Resolution.

9.4. Any such approval may be in the form of a general authority to the Board, whether

conditional or unconditional, to allot or issue any such Securities contemplated in

clauses 9.3.1 and 9.3.3 in their discretion, or in the form of a specific authority in respect of

any particular allotment or issue of such Securities contemplated in clauses 9.3.1 and 9.3.3.

Such authority shall endure for the period provided in the Ordinary Resolution or Special

Resolution in question but may be revoked by Ordinary Resolution or Special Resolution, as

the case may be, at any time.

9.5. The Board shall determine the terms of any trust agreement contemplated in

section 40(5)(b) in respect of the issue of any Shares by reason of not having been fully paid

for upon the issuing thereof.

10. CERTIFICATES EVIDENCING ISSUED SECURITIES AND SECURITIES REGISTER

10.1. The Securities issued by the Company shall be evidenced by certificates, which shall

contain the information specified in section 51(1), and which shall be issued in the manner

prescribed in section 51.

10.2. The Company shall establish and keep a register of its issued Shares at its Registered

Office in the manner specified in section 50 and the Regulations.

11. PROHIBITION REGARDING BENEFICIAL INTERESTS

The Company shall not permit Shares to be held by, and registered in the name of, one Person for

the Beneficial Interest of another, as contemplated in section 56(1).
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12. RESTRICTION ON THE TRANSFER OF SHARES

In addition to any prescribed obligations which the Shareholder may agree to, the Company shall not

transfer Shares without the prior Written consent of the Shareholder.

13. SHAREHOLDER'S AND DIRECTORS' RIGHT TO INFORMATION

13.1. Save as contemplated in clauses 13.2 and 13.3, the Shareholder does not have any

additional rights to access to information other than the rights to access to information as

contemplated section 26 read with Regulation 24 and the Applicable Legislation.

13.2. The Board shall procure that detailed management accounts of the Company and its

Subsidiaries, inclusive of progress made against the Corporate Plan, shall be prepared on a

quarterly basis and submitted to the Shareholder within the Month after the end of the

quarter in respect of which such accounts are being prepared. Such management accounts

shall be circulated on a quarterly basis to each Director of the Board and the Shareholder.

13.3. Any Director or the Shareholder shall be entitled to request from time to time such

accounting and other information as may be reasonably required by such Director or the

Shareholder.

14. RECORD DATE

14.1. If, at any time, the Board fails to determine a Record Date as contemplated in section 59 the

Record Date for the relevant action or event is as determined in accordance with section

59(3).

14.2. Notwithstanding the provisions of clause 14.1 if the Board determines the Record Date, it

may not be earlier than the date on which the Record Date is determined or more than 10

(ten) Business Days before the date on which the event or action, for which the Record Date

is being set, is scheduled to occur.

14.3. If, at any time, the Board fails to determine a Record Date, the Record Date for the relevant

matter is -

14.3.1. in the case of a Shareholder's Meeting, the latest date by which the Company is

required to Deliver to Shareholders entitled to vote, notice of that Shareholder's

Meeting; or

14.3.2. in any other case, the date of the action or event.

14.4. The Company must publish a notice of a Record Date for any matter by -

14.4.1. Delivering a copy to the Shareholder (and clause 30.3 shall not apply); and
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14.4.2. posting a conspicuous copy of the notice -

14.4.2.1. at its Registered Office; or

14.4.2.2. on its website, if it has one.

15. SHAREHOLDER'S MEETINGS AND WRITTEN RESOLUTIONS

15.1. Convening of Shareholder's Meetings and Annual General Meetings

15.1.1. The Company or, for so long as the Government is the sole Shareholder, the

Minister shall convene an Annual General Meeting once in every calendar year,

but not more than 15 (fifteen) Months after the date of the previous Annual

General Meeting, or within an extended time allowed by the Companies

Tribunal, on good cause shown, which must, at a minimum, provide for the

following business to be transacted -

15.1.1.1. presentation of the integrated Annual Report, comprising of -

15.1.1.1.1. the Directors' report;

15.1.1.1.2. audited Financial Statements for the immediately

preceding Financial Year;

15.1.1.1.3. an audit committee report;

15.1.1.1.4. the external Auditors' report;

15.1.1.1.5. Remuneration, Social and Ethics Committee report;

15.1.1.2. appointment of Directors, to the extent required by the Act or the

MOI;

15.1.1.3. consideration of the Remuneration Policy of the Company and

confirmation that such Remuneration Policy is in accordance with

the standards and/or guidelines issued by the Minister:

15.1.1.4. approval of the remuneration payable to Directors (both executive

and non-executive) and members of the executive committee_pf the

Company, by Special Resolution (except where Directors

remuneration has been approved by the Shareholder by Special

Resolution within the previous 2 (two) years) although this may be

reviewed on an annual basis if so required by the Shareholder);
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15.1.1.5. approval of the Auditor for the current Financial Year (subject to the

provisions of section 84(3) of the Act);

15.1.1.6. noting of the audit fees for the previous Financial Year under

review;

15.1.1.7. authorising the audit committee to determine the audit fees for the

current Financial Year;

15.1.1.8. appointing the audit committee subject to clause 22;

15.1.1.9. consideration of the Strategic Intent Statement;

15.1.1.10. noting of the Shareholder's Compact for the current Financial Year;

15.1.1.11. the approval and/or consideration of the Shareholder's Compact for

the following Financial Year;

15.1.1.12. the approval and/or consideration of the SMF;

15.1.1.13. approval, of the Shareholder, of a Distribution (if applicable), which

shall have been approved by the Board prior to the Annual General

Meeting in accordance with any Distribution policies applicable to

the Company, from time to time and the provisions of clause 28;

15.1.1.14. consideration of the performance of the Board through the Board

Performance Appraisal report; and

15.1.1.15. any matters raised by the Shareholder, with or without advance

notice to the Company; and

15.1.1.16. confirmation of the Remuneration, Social and Ethics Committee

members.

15.1.2. The Company shall, as determined by the Board, either -

15.1.2.1. hold a Shareholder's Meeting in order to consider one or more

resolutions; or

15.1.2.2. as regards such reso!ution/s that could be voted on at a

Shareholder's Meeting, other than an Annual General Meeting,

instead require them to be dealt with by Written Resolution

contemplated in clause 1.2.42.1.
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15.1.3. Within 10 (ten) Business Days after a Written Resolution is adopted, the

Company must Deliver a statement describing the results of the vote, consent

process, or election to every Shareholder who was entitled to vote on or

consent to the Written Resolution.

15.1.4. A Company must hold a Shareholder's Meeting or put the proposed resolution

by way of a Written Resolution contemplated in clause 1.2.42:-

15.1.4.1. at any time that the Board is required by the Act or the MOI to refer

a matter to Shareholders entitled to vote for decision;

15.1.4.2. whenever required to fill a vacancy on the Board.

15.1.5. Each proposed resolution shall be expressed with sufficient clarity and

specificity and accompanied by sufficient information / explanatory material to

enable a Person who is entitled to vote on the resolution to determine whether

to participate in the Shareholder's Meeting, if applicable, and to seek to

influence the outcome of the vote on the resolution. Once a resolution has been

approved, it may not be challenged or impugned on the ground that it did not

comply with the aforegoing.

15.1.6. The Board or, for as long as the Government is the sole Shareholder, the

Minister may, whenever she/he thinks fit, convene a Shareholder's Meeting or

put a proposed resolution by way of a Written Resolution contemplated in

clause 1.2.42.1. A Shareholder's Meeting must be convened or the Board must

put the proposed resolution by way of a Written Resolution contemplated in

clause 1.2.42.1 if one or more Written and signed demands for such a

Shareholder's Meeting or Written Resolution is/are delivered to the Company,

and —

15.1.6.1. each such demand describes the specific purpose for which the

Shareholder's Meeting is proposed; and

15.1.6.2. in aggregate, demands for substantially the same purpose are

made and signed by the Shareholders at the earliest time specified

in any of those demands, of at least 100% (one hundred percent) of

the Voting Rights entitled to be exercised in relation to the matter

proposed to be considered at the Shareholder's Meeting.

15.1.7. Written Resolutions contemplated in clause 1.2.42.1, will be passed if signed by

a majority of at least 75% (seventy five percent) of the Persons entitled to

exercise sufficient Voting Rights for it to have been adopted as an Ordinary or
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Special Resolution, as the case may be, at a properly constituted Shareholder's

Meeting.

15.1.8. The authority of the Company to conduct a Shareholder's Meeting entirely by

Electronic Communication, or to provide for participation in a Shareholder's

Meeting by Electronic Communication so long as the Electronic Communication

employed ordinarily enables all Persons participating in that Shareholder's

Meeting to communicate concurrently with each other without an intermediary,

and to participate reasonably effectively in the Shareholder's Meeting, as set

out in section 63(2), is not limited or restricted.

15.2. Notice of Shareholder's Meetings

15.2.1. A Shareholder's Meeting shall be called by at least 15 (fifteen) Business Days"

notice Delivered by the Board (and for this purpose clause 30.3 shall not apply)

to all Shareholders entitled to vote or otherwise entitled to receive notice.

15.2.2. The Company or, for as long as the Government is the sole Shareholder, the

Minister may call a Shareholder's Meeting with less notice than required by

clause 15.2.1, but such a Shareholder's Meeting may proceed only if every

Person who is entitled to Exercise Voting Rights in respect of any item on the

meeting agenda:-

15.2.2.1. acknowledges actual receipt of the notice;

15.2.2.2. is Present at the Shareholder's Meeting; and

15.2.2.3. votes to waive the required minimum notice of the Shareholder's

Meeting.

15.2.3. A Shareholder entitled to vote, who is Present at a Shareholder's Meeting -

15.2.3.1. is regarded as having received or waived notice of the

Shareholder's Meeting;

15.2.3.2. has a right to—

15.2.3.2.1. allege a Material defect in the form of notice for a

particular item on the agenda for the Shareholder's

Meeting; and

15.2.3.2.2. participate in the determination whether to waive

the requirements for notice, if at least the required
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minimum notice was given, or to ratify a defective

notice; and

15.2.3.3. except to the extent set out in clause 15 2.4.2 is regarded to have

waived any right based on an actual or alleged Material defect in the

notice of the Shareholder's Meeting.

15.2.4. A notice of a Shareholder's Meeting must be in Writing, in plain language and

must include:-

15.2.4.1. the date, time and place for the Shareholder's Meeting, and the

Record Date for the Shareholder's Meeting;

15.2.4.2. the general purpose of the Shareholder's Meeting, and any specific

purpose contemplated in clause 15.1.1, if applicable;

15.2.4.3. in the case of the Annual Genera! Meeting a summarised form of

the Financial Statements to be presented and directions for

obtaining a copy of the complete annual Financial Statements for

the preceding Financial Year;

15.2.4.4. a copy of any proposed resolution of which the Company has

received notice, and which is to be considered at the Shareholder's

Meeting, and a notice of the percentage of Voting Rights that will be

required for that resolution to be adopted;

15.2.4.5. a reasonably prominent statement:-

15.2.4.5.1. that a Shareholder entitled to attend and vote at the

Shareholder's Meeting shall be entitled to appoint a

proxy to attend, participate in, speak and vote at the

Shareholder's Meeting in the place of the

Shareholder entitled to vote or give or withhold

Written consent on behalf of the Shareholder

entitled to vote to a decision by Written Resolution

contemplated in clause 1.2.42.1;

15.2.4.5.2. that a proxy need not be a Shareholder;

15.2.4.5.3. that a Shareholder entitled to vote may appoint

more than 1 (one) proxy to exercise Voting Rights

attached to different Shares held by that

Shareholder entitled to vote in respect of any
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Shareholder's Meeting and may appoint more than

1 (one) proxy to exercise Voting Rights attached to

different Shares held by the Shareholder which

entitle her/him/it to vote;

15.2.4.5.4. that the proxy may delegate the authority granted to

her/him/it as proxy, subject to any restriction in the

proxy itself;

15.2.4.5.5. that participants in a Shareholder's Meeting are

required to furnish satisfactory identification in

terms of section 63(1) in order to reasonably satisfy

the Person presiding at the Shareholder's Meeting

that the right of that person to participate and vote,

either as the Shareholder, or as a proxy for the

Shareholder, has been reasonably verified;

15.2.4.5.6. of the availability of that participation in the

Shareholder's Meeting by Electronic

Communication, and provide any necessary

information to enable Shareholders entitled to vote

or their proxies to access the available medium or

means of Electronic Communication and advise

that access to the medium or means of Electronic

Communication is at the expense of the

Shareholder entitled to vote or proxy, except to the

extent that the Company determines otherwise.

15.2.5. A Shareholder's Meeting may proceed notwithstanding a Material defect in the

giving of the notice, subject to clause 15.2.7, only if every Person who is entitled

to Exercise Voting Rights in respect of each item on the agenda of the

Shareholder's Meeting is Present at the Shareholder's Meeting and votes to

approve the ratification of the defective notice.

15.2.6. If a Material defect in the form or manner of giving notice of a Shareholder's

Meeting relates only to one or more particular matters on the agenda for the

Shareholder's Meeting:-

15.2.6.1. any such matter may be removed from the agenda, and the notice

remains valid with respect to any remaining matters on the agenda;

and
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15.2.6.2. the Shareholder's Meeting may proceed to consider a removed

matter, if the defective notice in respect of that matter has been

ratified.

15.2.7. An immaterial defect in the form or manner of Delivering notice of a

Shareholder's Meeting, or an accidental or inadvertent failure in the Delivery of

the notice to any particular Shareholder to whom it was addressed, if the

Company elects to do so, does not invalidate any action taken at the

Shareholder's Meeting.

15.3. Meeting quorum and adjournment and postponement

15.3.1. Business may be transacted at any Shareholder's Meeting only while a quorum

is Present.

15.3.2. The quorum necessary for the commencement of a Shareholder's Meeting or

for a matter to be considered at a Shareholder's meeting shall be the Minister

Present in person or represented by proxy.

15.3.3. If within 30 (thirty) minutes from the time appointed for the Shareholder's

Meeting to commence, a quorum is not Present, the Shareholders Meeting shall

be postponed, without motion, vote or further notice, subject to clause 15.4.1, to

the date, time and place as agreed to by the Shareholder as soon as

reasonably practicable, after the date of such postponed or adjourned meeting.

15.3.4. A Shareholder's Meeting, or the consideration of any matter being debated at

the Shareholder's Meeting, may be adjourned or postponed from time to time

without further notice on a motion supported by Persons entitled to Exercise, in

aggregate, a majority of the Voting Rights —

15.3.4.1. held by all of the Persons who are Present at the Shareholder's

Meeting at the time; and

15.3.4.2. that are entitled to be Exercised on at least one matter remaining on

the agenda of the Shareholder's Meeting, or on the matter under

debate, as the case may be.

15.3.5. Such adjournment or postponement may be either to a fixed time and place or

until further notice (in which latter case a further notice shall be Delivered to the

Shareholder) as agreed at the Shareholder's Meeting.

15.3.6. A Shareholder's Meeting may not be adjourned or postponed beyond the earlier

of:-
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15.3.6.1. the date that is 120 (one hundred and twenty) Business Days after

the Record Date; or

15.3.6.2. the date that is 60 (sixty) Business Days after the date on which the

adjournment or postponement occurred.

15.3.7. No further notice is required to be Delivered by the Company of a Shareholder's

Meeting that is postponed or adjourned as contemplated in clause 15.3.6,

unless the location for the Shareholder's Meeting is different from:-

15.3.7.1. the location of the postponed or adjourned Shareholder's Meeting;

or

15.3.7.2. a location announced at the time of adjournment, in the case of an

adjourned Shareholder's Meeting.

15.3.8. After a quorum has been established for a Shareholder's Meeting, or for a

matter to be considered at a Shareholder's Meeting, the Shareholder's Meeting

may continue, or the matter may be considered, so long as at least 1 (one)

Persons with Voting Rights entitled to be exercised at the Shareholder's

Meeting, or on that matter, is Present at the Shareholder's Meeting.

15.4. Conduct of Shareholder's meetings and Shareholder resolutions

15.4.1. The Chairperson of the Board shall preside as chairperson at every

Shareholder's Meeting of the Company. If there is no such Chairperson, or if at

any Shareholder's Meeting she/he is not Present within 30 (thirty) minutes after

the time appointed for holding the Shareholder's Meeting or is unwilling to act

as Chairperson, the Persons entitled to vote which are Present shall appoint a

non-executive Director Present at the Shareholder's Meeting, or if no Director

be Present at the Shareholder's Meeting, or if all the Directors Present decline

to take the chair, the Persons entitled to vote shall appoint a Chairperson from

amongst themselves to act as such at the relevant Shareholder's Meeting. In

the exceptional circumstances that no other non-executive Director be available

to chair the Shareholder's Meeting, the Shareholder (or a duly authorised

representative thereof) shall chair the Shareholder's Meeting.

15.4.2. Every resolution of the Shareholder is either an Ordinary Resolution or a

Special Resolution.

15.4.3. Subject to any rights or restrictions attaching to any class or classes of Shares,

a Person entitled to vote Present at the Shareholder's Meeting shall have only

1 (one) vote, irrespective of the number of Shares she/he holds or represents. A
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proxy shall irrespective of the number of holders of Shares entitled to vote

she/he represents have only 1 (one) vote. On a poll every Person entitled to

vote who is Present at the Shareholder's Meeting shall have the number of

votes determined in accordance with the Voting Rights associated with the

Shares in question.

15.4.4. No form appointing a proxy shall be valid after the expiration of 1 (one) year

from the date when it was signed unless the proxy itself provides for a longer or

shorter duration but it may be revoked at any time. The appointment is

revocable unless the proxy appointment expressly states otherwise, and may

be revoked by cancelling it in Writing, or making a later inconsistent

appointment of a proxy, and Delivering a copy of Ihe revocation instrument to

the proxy, and to the Company. The appointment is suspended at any time and

to the extent that the Shareholder entitled to vote chooses to act directly and in

person in the Exercise of any rights as a Shareholder entitled to vote.

15.4.5. The form appointing a proxy and the power of attorney or other authority, if any,

under which it is signed or a notarially certified copy of such power or authority

shall be delivered to the Company immediately prior to the Shareholder's

Meeting, before the proxy or holder of the power of attorney or other authority

Exercises any rights of the Shareholder entitled to vote at a Shareholder's

Meeting.

15.4.6. A vote given in accordance with the terms of an instrument of proxy shall be

valid notwithstanding the death or mental disorder of the principal or revocation

of the proxy or of the authority under which the proxy was executed, or the

transfer of the Shares in respect of which the proxy is given, provided that no

intimation in Writing of such death, insanity, revocation or transfer as aforesaid

shall have been received by the Company at ils Registered Office before the

commencement of the Shareholder's Meeting or adjourned or postponed

Shareholder's Meeting at which the proxy is used.

15.4.7. Subject to the provisions of the Act, a form appointing a proxy may be in any

usual or common form. The Company shall supply a generally accepted

standard form of proxy upon request by a Shareholder entitled to vote.

15.4.8. If a proxy is received duly signed but with no indication as to how the Person

named therein should vote on any issue, the proxy may vote or abstain from

voting as she/he sees fit unless the proxy indicates otherwise.
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16. APPOINTMENT AND REMOVAL OF THE GROUP CHIEF EXECUTIVE AND THE GROUP CHIEF

FINANCIAL OFFICER

16.1. The Board shall identify, nominate and evaluate potential candidates for appointment as the

Group Chief Executive in accordance with the Guidelines.

16.2. The Shareholder shall appoint the Group Chief Executive from the shortlist of candidates

provided by the Board, in accordance with the Guidelines.

16.3. The Board shall identify, nominate, evaluate and appoint a candidate as the Group Chief

Financial Officer, provided that the Shareholder shall approve such appointment in Writing.

16.4. If the Shareholder does not approve the appointment of the Group Chief Financial Officer

identified by the Board in Writing, the Shareholder shall be required to provide a written

substantive motivation to the Board as to why the Shareholder does not approve the

candidate nominated by the Board. Provided the Shareholder provides such Written

substantive motivation to the Board, such candidate shall not be appointed as the Group

Chief Financial Officer and the Board shall identify and nominate an alternative candidate for

appointment as the Group Chief Financial Officer and the process contemplated in clauses

16.3 and 16.4 shall apply.

16.5. The Group Chief Executive and the Group Chief Financial Officer shall be subject to the

same provisions as to removal as the other Directors (as contemplated in clause 17.9), and

if he ceases to be or is suspended from being an employee of the Company respectively, his

appointment as a Director shall ipso facto terminate, without prejudice to any claims or

damages which may accrue to him as a result of such termination.

17. APPOINTMENT OF DIRECTORS

17.1.1. The Shareholder shall appoint the Directors, and designate one of the non-

executive Directors as the Chairperson, of the Company from time to time and

in doing so shall endeavour to ensure that the Board shall:-

17.1.1.1. be appropriately balanced in terms of executive and non-executive

Directors, including independent Directors;

17.1.1.2. be representative of the gender and race demographics of the

Republic;

17.1.1.3. be appointed on the grounds of their knowledge and experience

which, when considered collectively, should enable the Board to

attain the objects of the Company;
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17.1.1.4. when viewed collectively, possess appropriate skills and experience

relevant to the business of the Company;

17.1.1.5. include a Group Chief Executive and Group Chief Financial Officer

of the Company as contemplated in clause 16.

MA.2. The Board shall consist of a minimum of 10 (ten) Directors and a maximum of

14 (fourteen) Directors, comprising:-

17.1.2.1. not less than 8 (eight) non-executive Directors, from whom shall be

appointed the Chairperson of the Company. A non-executive

Director shall hold office for a term of 3 (three) years, from the date

of his appointment, subject to confirmation of his appointment at the

Annual General Meeting; provided that no person is appointed as a

non-executive Director for longer than 3 (three) consecutive terms;

17.1.2.2. not less than 2 (two) executive Directors, whom shall include the

Group Chief Executive and the Group Chief Financial Officer,

respectively, of the Company,

provided that the Board shall at al! times consist of a majority of non-executive

Directors.

17.2. Chairperson of the Board

17.2.1. The Chairperson of the Board shall bo appointed by the Shareholder in terms of

clause 17.1.1.

17.2.2. A Shareholder's Meeting shall be entitled to designate an acting Chairperson

(from any of the non-executive Directors) and determine the period for which

such acting Chairperson is to hold office and any other terms and conditions

applicable to such appointment.

17.2.3. The Chairperson of the Board shall chair all the meetings of the Shareholder

and the Board.

17.2.4. If the Chairperson is not Present at any meeting of the Board or if he is not

Present within 30 (thirty) minutes after the time appointed for holding the

meeting, the Directors Present shall choose any non-executive Director to be

Chairperson of the meeting.

17.2.5. The Director appointed as Chairperson of the meeting in terms of clause 17.2.4

(or the acting chairperson) shall act as Chairperson:-

0078-0970-0001-0386

TRANSNET-REF-BUNDLE-05049



739

27

17.2.5.1. for the duration of the meeting or until the meeting is adjourned or

postponed; or

17.2.5.2. for such a period of time after the adjournment or postponement of

the meeting at which such Director was appointed as Chairperson

until the Chairperson of the Board becomes available; or

17.2.5.3. until the Shareholder appoints the Chairperson.

17.2.6. The Chairperson of the Board shall not be appointed or serve as the

chairperson of a:

17.2.6.1. Board committee (save that the Chairperson shall be entitled to

chair the corporate governance and nominations committee of the

Company); nor

17.2.6.2. Subsidiary board.

17.3. Appointment of Directors to the boards of the wholly-owned Subsidiaries of the Comnanv

For so long as the State is the sole Shareholder, it is recorded that the boards of the

wholly-owned Subsidiaries of the Company shai! comprise employees of such Subsidiaries

or the Company.

17.4. Powers of Directors

17.4.1. The management and control of the Company shall be vested in the Board who,

in addition to the powers and authorities expressly conferred upon them by this

MOI, the Enabling Legislation and the Applicable Legislation, may exercise all

such powers, and do all such acts and things, as may be exercised or done by

the Company and are not, in terms of this MOI, the Enabling Legislation and the

Applicable Legislation, expressly directed or required to be exercised in a

Shareholder's Meeting or with the prior Written consent of the Shareholder.

17.4.2. The powers and authorities of the Board, as contemplated in clause 17.4.1, shall

be subject to any limitations in terms of the Act, Enabling Legislation and the

Applicable Legislation.

17.4.3. Notwithstanding any provision to the contrary contained in this MOI, the Company

shall not agree to or approve any matters reserved for Shareholder approval,

without the same being approved in Writing by a resolution passed by a

Shareholder's Meeting.
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17.4.4. The Board may delegate any of the powers, functions, or duties and discretion to

an employee(s) of the Company and/or to a committee of the Board. The

delegation shall be exercised lawfully, within prescribed powers and authorisation

levels and in terms of the Companies policies, directives and procedures.

17.4.5. The delegation:-

17.4.5.1. may be made on and subject to any conditions determined by the

Board;

17.4.5.2. may be given together with the power to sub-delegate subject to the

provisions of the PFMA, the Act, the Applicable Legislation and

further subject to any conditions so determined (if any); and

17.4.5.3. shall be communicated to the delegatee in Writing and such Written

communication must contain full particulars of the matters being

delegated and of the conditions determined under clauses 17.4.5.1

and 17.4.5.2 above, if any, and where the power of sub-delegation

is also conferred, must state that fact, as well as any conditions

determined under this clause 17.4.5.3 if any; and

17.4.5.4. shall be reviewed on a regular basis.

17.4.6. Subject to the Written approval of the Shareholder, the Board may approve or

note any Share scheme, the rules applicable to any such scheme and any

amendment to such rules as recommended by the Remuneration, Social and

Ethics Committee; provided that the rules and/or any amendment to such rules,

shall be in accordance with the Remuneration Policy.

17.4.7. The Board shall have the powers to pay all taxes, duties, fees, expenses or

other amounts that may be payable.

17.5. Recognition of the DoA

It is recorded that the Board shall delegate certain of its powers and functions to an

employee(s) of the Company as contemplated in the DoA by passing a resolution of the

Board adopting the DoA in accordance with the principles set out in clause 17.4 above.

17.6. Proceedings at Meetings of Directors

17.6.1. The Board may meet for the dispatch of business, adjourn or postpone and

otherwise regulate its meetings as it thinks fit. The Company Secretary or a

Director may at any time:-
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17.6.1.1. when authorised by the Board; or

17.6.1.2. if requested by at least 1 (one) Director which request shall also be

approved by the Chairperson of the Board; or

17.6.1.3. if requested by at least 2 (two) Directors of the Company,

convene a meeting of the Board.

17.6.2. The Board shall determine what period of notice shall be given for meetings of

the Board and may determine the means of giving such notice, which may

include Electronic Communication. It shall be necessary to give notice of a

meeting of the Board to all Directors, even those for the time being absent from

the Republic.

17.6.3. A meeting of the Board shall proceed even if the Company has not given the

required notice of such meeting in accordance with clause 17.6.2 or if there was

a defect in the giving of the notice, provided that all Directors:-

17.6.3.1. acknowledge actual receipt of the notice of the meeting concerned;

17.6.3.2. are Present at the meeting; or

17.6.3.3. waive notice of the meeting.

17.6.4. Unless otherwise resolved by the Board, all their meetings shall be held in the city

or town where the Company's Registered Office is for the time being situated.

17.6.5. A meeting of the Board may be conducted by Electronic Communication facility

and/or by 1 (one) or more Directors participating in the meeting by Electronic

Communication so long as the Electronic Communication facility employed

ordinarily enables all persons participating in that meeting to communicate

concurrently with each other without an intermediary, and to participate effectively

in the meeting.

17.6.6. The quorum necessary for the transaction of business of the Board shall be

51% (fifty one percent) of the Directors, provided that such quorum shall always

include a majority of non-executive Directors Present in person or through

Electronic Communication facility.

17.6.7. The provisions of clause 17.2 shall mutatis mutandis apply to this clause 17.6 in

relation to the appointment of the Chairperson of the meetings of the Board.

17.6.8. Each Director shall have 1 (one) vote on a matter before the Board.
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17.6.9. Resolutions of the Directors shall be decided by more than 50% (fifty per cent) of

the votes and in the case of an equality of votes, the Chairperson shall not have a

casting vote in addition to his/ her vote as a Director of the Board and the matter

being voted on fails.

17.6.10. Subject to the Act

17.6.10.1, a Written Resolution, including through the medium of Electronic

Communication, signed and approved by more than 75% (seventy

five per cent) of the Directors shall be as valid and effective as if it

had been passed at a meeting of the Board duly called and

constituted: provided that each Director has received notice of the

matter to be decided upon.

17.6.10.2. resolutions adopted by the Board -

17.6.10.2.1. must be dated and sequentially numbered; and

17.6.10.2.2. are effective as of the date of the resolution, unless

the resolution states otherwise;

17.6.10.2.3. in the case of matters requiring urgent resolution or,

if for any reason it is impracticable to meet or pass

a resolution as contemplated in clause 17.6.10.1

above, proceedings may be conducted by using

conference facilities (including telephone and/or

video facilities), provided that the required quorum

is met. A resolution agreed to by more than 75%

(seventy five per cent) of the Directors participating

during the course of such proceedings shall be as

valid and effective as if it had been passed at a

meeting of the Board duly called and constituted.

17.6.11. The Company Secretary or her designate shall attend meetings and record the

minutes of the meetings. Where it is not at all possible for the Company Secretary

to attend any such meeting, the Directors shall ensure that minutes are recorded,

kept and prepared for that meeting. The Director elected by the Board to record

and keep minutes of a meeting held by making use of conference facilities shall,

as soon as is reasonably possible after such meeting has been held, provide the

Company Secretary with a copy of the minutes of the meeting. The Company

Secretary shall circulate the minutes of the meeting to the Directors for their
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consideration and comment and shall, after the minutes have been approved by

the Board, keep the minutes in the minute book of the Company.

17.7. Absence from Directors Meeting

17.7.1. If any Director is unable to attend a meeting of Directors, such Director shall

notify the Chairman and/or the Company Secretary of his/her inability to attend

as soon as such Director becomes aware of that fact.

17.7.2. Any Director who fails to attend any meeting of Directors without notifying the

Chairman and/or Company Secretary shall be recorded in the minutes of such

meeting as absent.

17.8. Conflicts of Interest and Declaration by Directors

17.8.1. For the purposes of this clause 17.7, "Director" includes a Prescribed Officer,

and a person who is a member of a statutory committee or a committee of the

Board, irrespective of whether or not the Person is also a member of the Board.

17.8.2. The Company has a policy that deals with Personal Financial Interests and

conflicts of interest of Directors and employees of the Company, which shall be

consistent with the provisions of the Act and the PFMA.

17.8.3. If a Director has a Personal Financial Interest or Knows that a Person Related

to the Director, as described in section 2 ("Related Person") has a Personal

Financial Interest in respect of a matter to be considered by the Board, the

Director-

17.8.3.1. must disclose the interest and its general nature in Writing before

the matter is considered at the meeting;

17.8.3.2. must disclose to the meeting any Material information relating to the

matter, and that is Known to the Director;

17.8.3.3. may disclose any observations or pertinent insights relating to the

matter if requested to do so by the other Directors;

17.8.3.4. if Present at the meeting of the Board, must recuse himself from the

meeting when the matter is being decided upon after making any

disclosure contemplated in clause 17.8.3.2 or 17.8.3.3;

17.8.3.5. must not take part in the consideration of the matter, except to the

extent of the disclosures contemplated in clause 17.8.3.2 or

17.8.3.3;

0078-0970-0001-0391

TRANSNET-REF-BUNDLE-05054



744

32

17.8,3.6. while absent from the meeting as provided in clause 17.8.3.4:-

17.8.3.6.1. shall be regarded as being Present at the meeting

for the purpose of determiriing whether sufficient

Directors are Present to constitute a quorum of the

meeting;

17.8.3.6.2. shall not be regarded as being Present at the

meeting for the purpose of determining whether a

resolution has sufficient support to be adopted; and

17.8.3.7. must not execute any document on behalf of the Company in

relation to the matter unless specifically requested or directed to do

so by the Board.

17.8.4. If a Director of the Company acquires, or Knows that a Related Person has

acquired, a Personal Financial Interest in an agreement or other matter in which

the Company has a Material interest, after the agreement or other matter has

been approved by the Company, the Director shall promptly disclose to the

Board, the nature and extent of that interest, and the Material circumstances

relating to the Director or Related Person's acquisition of that interest, as the

case may be.

17.8.5. If, in the reasonable view of the other non-conflicted Directors, a Director or the

Related Person in respect of such Director acts in competition with the

Company relating to the matter to be considered at the meeting of the Board,

the Director shall only be entitled to such information concerning the matter to

be considered at the meeting of the Board as shall be necessary to enable the

Director to identify that such Personal Financial Interest exists or continues to

exist.

17.8.6. A decision by the Board, or a transaction or agreement approved by the Board,

is valid despite any Personal Financial Interest of a Director or a Related

Person to the Director, if it>

17.8.6.1. was approved following the disclosure of the Personal Financial

Interest in the manner contemplated in section 75 and this clause

17.7; or

17.8.6.2. despite having been approved without disclosure of that Personal

Financial Interest, it has been ratified by an Ordinary Resolution

following disclosure of that Personal Financial Interest or so

declared by court.
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17.8.7. A Director may at any time disclose any general Personal Financial Interest in

advance by delivering a Written notice to the Board, setting out the nature and

extent of that Personal Financial Interest, to be used generally by the Company

until changed or withdrawn by further Written notice from that Director.

17.8.8. Directors have a duty to avoid a conflict of interest in terms of inter alia the

common law, the PFMA and the Act. Accordingly, a Director must, in addition to

making the requisite disclosures set out in clauses 17.8.3 to 17.8.7, disclose any

conflict of interest in accordance with the policy referred to in clause 17.8.2, as

may be amended from time to time.

17.8.9. A court, on application by any interested person, may declare valid a

transaction or agreement that had been approved by the Board, or Shareholder

as the case may be, despite the failure of the Director to satisfy the

requirements of this clause 17.7 and section 75.

17.8.10. The provisions of this clause 17.7 do not derogate from those Directors duties

prescribed by the PFMA and the Directors shall be required to comply both with

the provisions of this clause 17.7 and the provisions of the PFMA.

17.9. Removal of Directors

17.9.1. Despite anything to the contrary in this MOl, or any agreement between the

Company and a Director, or between any Shareholder and a Director, the

Shareholder shall be entitled to remove any Director of the Company by an

Ordinary Resolution adopted at a Shareholder's Meeting.

17.9.2. The Shareholder shall, prior to considering the Ordinary Resolution for the

removal of any Director:-

17.9.2.1. provide the Director concerned with a notice of a meeting and the

resolution proposed to be passed at such meeting at least

equivalent to that which a Shareholder is entitled to receive,

irrespective of whether or not the Director is a Shareholder of the

Company; and

17.9.2.2. afford the Director concerned reasonable opportunity to make a

presentation, in person or through a representative, at the meeting

prior to the resolution being put to the vote.

17.9.3. The Board shall be entitled, after consultation with the Shareholder, by a

resolution of the Board, to remove a Director whom the Board has determined

to have:
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17.9.3.1. become Ineligible or Disqualified to be a Director of the Company in

terms of the Act;

17.9.3.2. become incapacitated to the extent that such Director is unable to

perform the functions of a Director and is unlikely to regain that

capacity within a reasonable time; and

17.9.3.3. neglected or been derelict in the performance of, the functions of a

Director.

17.9.4. The Board shall, prior to approving the resolution for the removal of a Director in

terms of clause 17.9.3:

17.9.4.1. provide the Director concerned with a notice of a meeting and the

resolution proposed to be passed at such meeting setting out

reasons for the resolution, with sufficient specificity to reasonably

permit the Director to prepare and present a response; and

17.9.4.2. afford the Director concerned reasonable opportunity to make

presentations, in person or through a representative, at the meeting

prior to the resolution being put to the vote.

17.10. Rotation of Directors and filling of vacancies

17.10.1. If a Director ceases to hold office or a term of office of any Director is due to

expire, the Shareholder shall, in compliance with the provisions of section 70,

ensure that necessary steps are taken to appoint the requisite number of

eligible persons as Directors in the place of the retiring Director/s as soon as

possible. In this regard the Board shall advise the Shareholder within a

reasonable time of such impending vacancy.

17.10.2. The Shareholder shall fill in any vacancy that arose on the Board at its next

Annual General Meeting or within a period of 6 (six) Months after the vacancy

arose.

17.10.3. A person shall cease to be a Director and a vacancy on the Board shall arise:

17.10.3.1. when the Director's term of office expires or is due for retirement;

17.10.3.2. if any of the circumstances referred to in section 70(1)(b) occur,

which include the following, if the Director:

17.10.3.2.1. resigns by Written notice to the Shareholder and

the Company;
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17.10.3.2.2. dies;

17.10.3.2.3. ceases to hold the office, title, designation or similar

status that entitled such a person to be a Director of

the Company;

17.10.3.2.4. becomes incapacitated to the extent that the person

is unable to perform the functions of a Director and

is unlikely to regain that capacity within a

reasonable period subject to section 71 (3);

17.10.3.2.5. is declared delinquent by the court or placed on

probation under conditions that are inconsistent

with continuing to be a Director of the Company, in

terms of section 162;

17.10.3.2.6. becomes Ineligible or Disqualified to be a Director

in terms of section 69, or the Applicable Legislation

and this MO! and the Board has determined the

matter and has resolved to remove that Director

from the Board for reasons of his Ineligibility and/or

Disqualification; provided the Director so removed

has not applied to court for review of the

determination of the Board to remove him or, if has

applied to court, such application has not been

finalised during the period before the court has

confirmed the removal, the Director shall be

suspended;

17.10.3.2.7. is removed as a Director by:

17.10.3.2.7.1. a resolution of the Shareholders in

terms of section 71(1) (and in

accordance with clause 17.9); or

17.10.3.2.7.2. resolution of the Board in terms of

section 71(3) (and in accordance

with clause 17.9), provided the

Director so removed has not

applied to court for review of the

determination of the Board to

remove him or if has applied to
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court such application has been

finalised; or

17.10.3.2.7.3. an order of the court in terms of

section 71 (5) or (6); or

17.10.3.3. if he/she is absent from meetings of the Directors for 3 (three)

consecutive meetings whether or not he/she has notified the

Chairperson and/or Company Secretary) in terms of 17.7 and the

Shareholder resolves that such Director's office be vacated.

17.10.4. In the case of non-executive Directors, a person shall cease to be a Director

and a vacancy on the Board shall arise:

17.10.4.1. a Director's appointment is reviewed and his term is terminated

prematurely to the 3 (three) year term;

17.10.4.2. a Director has served for 2 (two) consecutive 3 (three) year terms,

and fails to be re-appointed as a Director for a 3rd (third) term;

17.10.4.3. a Director has served for a 3 (three) year term as a Director, and

fails to be re-appointed as Director for a 2nd (second) term; or

17.10.4.4. a Director has been appointed as a Director for 3 (three)

consecutive 3 (three) year terms, which 3rd (third) term has now

expired.

17.10.5. Unless the Shareholder resolves otherwise, a Director shall also cease to hold

office if he:-

17.10.5.1. is Knowingly interested in any contractor proposed contract with the

Company and fails to declare his interest and its nature in the

manner required by the Act and the PFMA; or

17.10.5.2. assigns his estate for the benefit of his creditors, or suspends

payment or files a petition for the liquidation of his affairs, or

compounds generally with his creditors; or

17.10.5.3. ceases to be an employee and/or is suspended as an employee of

the Company.

17.10.6. In addition if the Group Chief Financial Officer or Group Chief Executive ceases

to hold office as a Director for any reason whatsoever, his appointment as the

Group Chief Financial Officer or Group Chief Executive (as the case may
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be)sha!I ipso facto terminate, without prejudice to any claims for damages which

may accrue to him as a result of such termination in accordance with applicable

employment laws; provided however, that he shall not be precluded from being

employed in any other position of the Company by virtue of the fact that he is no

longer a Director.

18. FINANCIAL ASSISTANCE FOR DIRECTORS AND PRESCRIBED OFFICERS AND THEIR

RELATED AND INTER-RELATED PARTIES

18.1. Financial Assistance

18,1.1. The Board is prohibited from and shall not have the power to -

18.1.1.1. authorise the provision by the Company of Financial Assistance to

any person for the purpose of, or in connection with, the

subscription of any option, or any Securities, issued or to be issued

by the Company or a Related Person or Inter-Related company, or

for the purchase of any Securities of the Company or a Related or

Inter-Related company;

18.1.1.2. provide any direct or indirect Financial Assistance to a Related or

Inter-Related company, or to a Related or Inter-Related company or

corporation, or to a member of a Related or Inter-Related

corporation or to a person Related to any such company,

corporation,

except, in each case, where -

18.1.1.3. the Shareholder has approved such Financial Assistance, either for

the specific recipient or generally for a category of potential

recipients (and the specific recipient falls within that category), by

Special Resolution adopted within the previous 2 (two) years;

provided that where the Shareholder is requested to approve the

provision of specific Financial Assistance, the Board shall, at the

request of the Shareholder, provide such information to the

Shareholder as the Shareholder may require, to satisfy the

Shareholder that the conditions set out in clauses 18.1.1.4, 18.1.1.5

and 18.1.1.6 of this MOI have been met, or will be met; and

18.1.1.4. the provisions of the PFMA have been met; and

18.1.1.5. the provisions of section 44 and/or 45 (as the case may be) have

been met; and
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18.1.1.6. the Board is satisfied that -

18.1.1.6.1. immediately after providing the Financial

Assistance, the Company would sa'isfy the

solvency and liquidity test prescribed in section 4;

and

18.1.1.6.2. the terms under which the Financial Assistance is

proposed to be given are fair and reasonable to the

Company.

18.1.2. The Company shall be prohibited from providing any direct or indirect Financial

Assistance to any Director or Prescribed Officer of the Company or to a person

Related or Inter-Related to any such Director or Prescribed Officer under any

circumstances whatsoever.

18.1.3. Notwithstanding any implication in this MOl to the contrary, the Board may not

authorise any Financial Assistance by the Company in connection with the

subscription for or purchase of its Shares or those of a Related or Inter-Related

company without complying with section 44(3).

19. INDEMNITY

19.1. For the purposes of this clause 19 , "Director" includes a former Director, a Prescribed

Officer, a person who is a member of a committee of the Board, irrespective of whether or

not the person is also a member of the Board and a member of the Audit committee.

19.2. Subject to the provisions of the PFMA, the Company may:-

19.2.1. not directly or indirectly pay any fine that may be imposed on a Director, or on a

Director of a Related company, as a consequence of that Director having been

convicted of an offence in terms of any national legislation, unless the

conviction is based on Strict Liability;

19.2.2. advance expenses to a Director to defend litigation in any proceedings arising

out of the Director's service to the Company. For purposes of this clause 19

"service to the Company" includes services which are directly linked to the

activities of the Company, and services which the Company consents to or

acknowledges; and

19.2.3. directly or indirectly indemnify a Director for -

19.2.3.1. any liability, other than in respect of:-
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19.2.3.1.1. any liability arising in terms of section 77(3)(a), (b)

or (c) or sections 86(2) or (3) of the PFMA, or from

wilful misconduct or wilful breach of trust on the part

of the Director; or

19.2.3.1.2. any fine contemplated in clause 19.2.1;

19.2.3.2. any expenses contemplated in clause 19.2.2, irrespective of

whether it has advanced those expenses, if the proceedings:-

19.2.3.2.1. are abandoned or exculpate the Director; or

19.2.3.2.2. arise in respect of any other liability for which the

Company may indemnify the Director in terms of

clause 19.2.3.1.

19.3. Subject to the provisions of the PFMA, the Company may purchase insurance to protect:-

19.3.1. a Director against any liability or expenses contemplated in clause 19.2.2 or

19.2.3; or

19.3.2. the Company against any contingency including but not limited to:-

19.3.2.1. any expenses:-

19.3.2.1.1. that the Company is permitted to advance in

accordance with clause 19.2.2; or

19.3.2.1.2. for which the Company is permitted to indemnify a

Director in accordance with clause 19.2.3; or

19.3.2.2. any liability for which the Company is permitted to indemnify a

Director in accordance with clause 19.2.3.

19.4. The Company is entitled to claim restitution from a Director or of a Related company for any

money paid directly or indirectly by the Company to or on behalf of that Director in any

manner inconsistent with section 78.

20. REGISTER OF DISCLOSURES

The Company must establish and maintain a register of the disclosures made in terms of

section 56(7).
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21. BOARD COMMITTEES

21.1. The Shareholder takes cognisance of the main committees appointed by the Board as set

out in clause 21.4.

21.2. If the Board seeks to establish a new committee, such establishment may only be made with

the prior Written consent of the Minister,

21.3. In the application for new Board committees to the Minister, the Board must submit Written

terms of reference including inter alia the need for such a committee, the functioning of such

a committee, the functions of the committee, and any other relevant information required by

the Minister. The number of the Board members appointed to sit on the committee will be at

the discretion of the Minister

21.4. Recognised committees at date of this MOI (inclusive of those required by the Act) include:-

21.4.1. audit committee;

21.4.2. Remuneration, Social and Ethics committee;

21.4.3. acquisitions and disposals committee;

21.4.4. risk committee; and

21.4.5. corporate governance and nominations committee.

21.5. No Person shall be appointed as a member of a Board committee, if he is Ineligible or

Disqualified and any such appointment shall be a nullity. A Person who is Ineligible or

Disqualified must not consent to be appointed as a member of a Board committee nor act as

such a member. A Person placed under probation by a court must not serve as a member of

a Board committee unless the order of court so permits.

21.6. There are no general qualifications prescribed by the Company for a Person to serve as a

member of a Board committee in addition to the requirements or the Regulations.

21.7. A member of a Board committee shall cease to hold office as such immediately he becomes

Ineligible or Disqualified.

21.8. Committees of the Board may consult with or receive advice from any person.

21.9. Meetings and other proceedings of a committee of the Board consisting of more than 1 (one)

member shall be governed by the provisions of this MOI regulating the meetings and

proceedings of Directors.
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21.10. The quorum for the transaction of business of the Board committees shall be 50% (fifty

percent) of the Board committee members Present in person.

22. AUDIT COMMITTEE

22.1. The Board shall propose, and the Shareholder shall appoint, an audit committee. In the

event that the Shareholder elects not to appoint any person proposed by the Board to the

audit committee, the Board shall propose an alternate person for appointment by the

Shareholder.

22.2. The audit committee shall comprise at least 3 (three) members, all of whom shall be non-

executive Directors of the Company and whose appointment shall comply with:

22.2.1. section 77 of the PFMA read with the Treasury Regulations; and

22.2.2. to the extent that the provisions of section 95 and Regulation 42 do not conflict

with section 77 of the PFMA read with the Treasury Regulations, section 95 and

Regulation 42.

22.3. The audit committee shall meet at least 4 (four) times a year to execute its duties.

22.4. The chairperson of the audit Committee shall be appointed by the Shareholder at the Annual

General Meeting.

22.5. Nothing precludes the election by the Company at its Annual General Meeting of an Auditor

other than one nominated by the audit committee, but if such an Auditor is elected, the

appointment is valid only if the audit committee is satisfied that the proposed Auditor is

independent of the Company.

22.6. Each member of the audit committee must -

22.6.1. be a non-executive Director, who satisfies any applicable requirements

prescribed by the Minister of Trade and Industry;

22.6.2. not b e -

22.6.2.1. involved in the day-to-day management of the Company's business

or have been so involved at any time during the previous Financial

Year;

22.6.2.2. a Prescribed Officer, or full-time employee, of the Company or

another Related or inter-related company, or have been such an

Officer or employee at any time during the previous 3 (three)

Financial Years; or
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22.6.2.3. a material supplier or customer of the Company, such that a

reasonable and informed third party would conclude in the

circumstances that the integrity, impartiality or objectivity of that

Director is compromised by that relationship; and

22.6.2.4. nor be Related to any Person who falls within the criteria in

clauses 22.6.2.1 to 22.6.2.3. In addition at least one third of the

members of the audit committee at any particular time must have

academic qualifications, or experience, in economics, law, corporate

governance, finance, accounting, commerce, industry, public affairs

or human resource management.

22.7. The Board must propose, and the Shareholder must appoint, a person to fill any vacancy on

the audit committee within 40 (forty) Business Days after the vacancy arises.

22.8. The audit committee shall execute all the functions as may be prescribed from time to time

in terms of the Act (as read with the Regulations) and the PFMA (as read with Treasury

Regulations).

22.9. The Company must pay all expenses reasonably incurred by its audit committee, including,

if the audit committee considers it appropriate, the fees of any consultant or specialist

engaged by the audit committee to assist it in the performance of its functions.

22.10. No Person shall be elected as a member of the audit committee, if he is Ineligible or

Disqualified and any such election shall be a nullity. A Person who is Ineligible or

Disqualified must not consent to be elected as a member of the audit committee nor act as a

member of the audit committee. A Person placed under probation by a court must not serve

as a member of the audit committee unless the order of court so permits.

22.11. A member of the audit committee shall cease to hold office as such immediately he

becomes Ineligible or Disqualified in terms of the Act.

22.12. There are no general qualifications prescribed by the Company for a Person to serve as a

member of the audit committee in addition to the requirements of the Act.

22.13. In accordance with the Treasury Regulations the chairperson of the audit committee shall be

independent, be knowledgeable of the status of the position, have the requisite business,

financial and leadership skills and may not be the chairperson of the Board or a person who

fulfils an executive function in the Company

23. REMUNERATION, SOCIAL AND ETHICS COMMITTEE

23.1. The Board must appoint a Remuneration, Social and Ethics Committee.
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23.2. The Company may determine that its Remuneration, Social and Ethics Committee will

perform the functions required by Regulation 43 on behalf of its Subsidiaries.

23.3. The Remuneration, Social and Ethics Committee must comprise not less than 3 (three)

independent Directors or Prescribed Officers, at least 1 (one) of whom must be a Director

who is not involved in the day-to-day management of the Company's business, and must not

have been so involved within the previous 3 (three) Financial Years and whose appointment

shall be in compliance with the Act and any regulation published thereunder.

23.4. The Remuneration, Social and Ethics Committee shall meet at least once a year to deal with

and attend to all functions and matters that are required to be dealt with by the committee in

terms and any regulations published thereunder.

23.5. The Remuneration, Social and Ethics Committee shall execute all the functions as may be

prescribed from time to time by the Act (as read with the Regulations) in addition to such

duties as may be determined by the Board from time to time.

23.6. The Remuneration, Social and Ethics Committee of the Company is entitled to -

23.6.1. require from any Director or Prescribed Officer any information or explanation

necessary for the performance of the committee's functions;

23.6.2. request from any employee of the Company any information or explanation

necessary for the performance of the committee's functions;

23.6.3. attend any Shareholder's Meeting;

23.6.4. receive all notices of and other communications relating to any Shareholder's

Meeting; and

23.6.5. be heard at any Shareholder's Meeting on any part of the business of the

meeting that concerns the committee's functions.

23.7. The Company must pay all the expenses reasonably incurred by its Remuneration, Social

and Ethics Committee, including, if the Remuneration, Social and Ethics Committee

considers it appropriate, the costs or the fees of any consultant or specialist engaged by the

Remuneration, Social and Ethics Committee in the performance of its functions, as

prescribed in the committee's mandate.

24. REMUNERATION OF DIRECTORS AND MEMBERS OF BOARD AND STATUTORY

COMMITTEES

24.1. The Directors and the members of the statutory and Board committees shall be entitled to

such remuneration for their services as Directors or members of Board or statutory
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committees as may have been determined, in accordance with a Special Resolution (as

contemplated in clause 15.1.1.4) and the Remuneration Policy.

24.2. Directors may be paid all reasonable expenses in respect of travelling, accommodation and

other expenses properly incurred by them in or about the perfornnance of their duties as

Directors and members of statutory and Board committees, including those of attending and

travelling to and from meetings of the Board or any Board or statutory committee or any

Shareholder's Meeting.

25. PRESCRIBED OFFICERS

25.1. No Person shall hold office as a Prescribed Officer, if he is Ineligible or Disqualified. A

Person who is Ineligible or Disqualified must not consent to be appointed to an office or

undertake any functions which would result in him being a Prescribed Officer nor act in such

office nor undertake any such functions. A Person placed under probation by a court must

not consent to be appointed to an office or undertake any functions which would result in him

being a Prescribed Officer nor act in such office nor undertake any such functions unless the

order of court so permits.

25.2. A Prescribed Officer shall cease to hold office as such immediately he becomes Ineligible or

Disqualified in terms of the Act.

26. APPOINTMENT OF COMPANY SECRETARY

26.1. The Board must appoint the Company Secretary from time to time, who -

26.1.1. shall be a permanent resident of South Africa and remain so while serving as a

Company Secretary; and

26.1.2. shall have the requisite knowledge of, or experience in, relevant laws; and

26.1.3. may be a Juristic Person subject to thefollowing:-

26.1.3.1. every employee of that Juristic Person who provides company

secretarial services, or partner and employee of that partnership, as

the case may be, is not Ineligible or Disqualified;

26.1.3.2. at least 1 (one) employee of that juristic person, or one partner or

employee of that partnership, as the case may be, satisfies the

requirements in clauses 26.1.1 and 26.1.2;

26.2. The Company Secretary shall not be a Director.
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26.3. Within 60 (sixty) Business Days after a vacancy arises in the office of the Company

Secretary, the Board must fill the vacancy by appointing a Person whom the Board consider

to have the requisite knowledge and experience. A change in the membership of a Juristic

Pe-son or partnership that holds office as Company Secretary does not constitute a casual

vacancy in the office of Company Secretary, if the Juristic Person or partnership continues to

satisfy the requirements of clause 26.1.3.

26.4. If at any time a Juristic Person or partnership holds office as Company Secretary of the

Company-

26.4.1. the Juristic Person or partnership must immediately notify the Board if the

Juristic Person or partnership no longer satisfies the requirements of

clause 26.1.3, and is regarded to have resigned as Company Secretary upon

giving that notice to the Company;

26.4.2. the Company is entitled to assume that the Juristic Person or partnership

satisfies the requirements of clause 26.1.3, until the Company has received a

notice contemplated in clause 26.4.1; and

26.4.3. any action taken by the Juristic Person or partnership in performance of its

functions as Company Secretary is not invalidated merely because the Juristic

Person or partnership had ceased to satisfy the requirements of clause 26.1.3

at the time of that action.

26.5. The Company Secretary may resign from office by giving Written notice, as stipulated in his

contract of employment, or less than that stipulated with the prior Written approval of the

Board.

26.6. If the Company Secretary is removed from office by the Board, the Company Secretary may,

by giving Written notice to that effect to the Company by not later than the end of the

Financial Year in which the removal took place, require the Company to include a statement

in its annual Financial Statements relating to that Financial Year, not exceeding a

reasonable length, setting out the Company Secretary's contention as to the circumstances

that resulted in the removal. The Company must include this statement in the Directors'

report in its annual Financial Statements.

27. AUDITORS

27.1. The Company shall appoint an Auditor at its Annual General Meeting provided that if an

Annual General Meeting does not appoint or reappoint an Auditor, the Directors must fill the

vacancy in the office in terms of the procedure contemplated in section 91 within 40 (forty)

Business Days after the date of the Annual General Meeting. A retiring Auditor may be
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automatically re-appointed at an Annual General Meeting without any resolution being

passed, unless-

27.1.1. the retiring Auditor is -

27.1.1.1. no longer qualified for appointment;

27.1.1.2. no longer willing to accept the appointment, and has so notified the

company; or

27.1.1.3. required to cease serving as Auditor, in terms of section 92;

27.1.2. the audit committee objects to the re-appointment; or

27.1.3. the Company has notice of an intended resolution to appoint some other person

or persons in place of the retiring Auditor.

27.2. Any firm of auditors appointed by the Company as the Auditor shall ensure that the

Individual responsible for performing the Audit must comply with the requirements of

section 90(2), provided that -

27.2.1. the same Individual may not serve as the Auditor or designated Auditor for more

than 5 (five) consecutive Financial Years;

27.2.2. if an Individual has served as the Auditor or designated auditor for 2 (two) or

more consecutive Financial Years and then ceases to be the Auditor or

designated Auditor, the individual may not be appointed again as the Auditor or

designated Auditor until after the expiry of at least 2 (two) further Financial

Years.

27.3. tn considering whether, for the purposes of this clause 27, a registered Auditor is

independent of the Company, the audit committee must -

27.3.1. ascertain that the auditor does not receive any direct or indirect remuneration or

other benefit from the Company, except -

27.3.1.1. as Auditor; or

27.3.1.2. for rendering other services to the company, to the extent permitted

in terms of this MOI;

27.3.2. consider whether the Auditor's independence may have been prejudiced -

27.3.2.1. as a result of any previous appointment as Auditor; or
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27.3.2.2. having regard to the extent of any consultancy, advisory or other

work undertaken by the auditor for the Company; and

27.3.3. consider compliance with other criteria relating to independence or conflict cf

interest as prescribed by the Independent Regulatory Board for Auditors

established by the APA,

in relation to the Company, and if the Company is a member of a Group of Companies, any

other company within that Group.

27.4. The Auditor-

27.4.1. has the right of access at all times to the Accounting Records and all books and

documents of the Company, and is entitled to require from the Board or

Prescribed Officers any information and explanations necessary for the

performance of the Auditor's duties;

27.4.2. if the Company is a Holding Company, has the right of access to all current and

former financial statements of any Subsidiary and is entitled to require from the

Board or Prescribed Officers of the Company or Subsidiary any information and

explanations in connection with any such statements and in connection with the

Accounting Records, books and documents of the Subsidiary as necessary for

the performance of the Auditor's duties; and

27.4.3. is entitled t o -

27.4.3.1. attend any Shareholder's Meeting;

27.4.3.2. receive all notices of and other communications relating to any

Shareholder's Meeting; and

27.4.3.3. be heard at any Shareholder's Meeting on any part of the business

of the meeting that concerns the Auditor's duties or functions;

27.4.4. may not perform any services for the Company -

27.4.4.1. that would place the Auditor in a conflict of interest as prescribed or

determined by the Independent Regulatory Board for Auditors in

terms of section 44(6) of the APA; or

27.4.4.2. as may be prescribed by the Audit committee.

27.5. If a vacancy arises in the office of Auditor, the Audit Committee -
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27.5.1. shall propose and the Shareholder must appoint a new Auditor within 40 (forty)

Business Days, if there was only 1 (one) incumbent Auditor; and

27.5.2. may appoint a new Auditor at any time, if there was more than 1 (one)

incumbent, but while any such vacancy continues, the surviving or continuing

Auditor may act as Auditor of the Company.

27.6. If, by comparison with the membership of an Auditor firm at the time of its latest

appointment, less than yA (one half) of the members remain after a change in the

composition of the members of the Auditor firm, that change constitutes the resignation of

the firm as Auditor of the company, giving rise to a vacancy.

27.7. Before making an appointment in terms of clause 27.5 the Board -

27.7.1. must propose to the Audit committee, within 15 (fifteen) Business Days after the

vacancy occurs, the name of at least one registered auditor to be considered for

appointment as the new Auditor; and

27.7.2. may proceed to make an appointment of a Person proposed in terms of

clause 27.7.1 if, within 5 (five) Business Days after delivering the proposal, the

Audit committee does not give notice in Writing to the Board rejecting the

proposed auditor.

27.8. The provisions of clauses 26.5 and 26,6 apply mutatis mutandis to the Auditor.

28. DISTRIBUTIONS TO THE SHAREHOLDER

28.1. The Company may-

28.1.1. make Distributions from time to time in accordance v/ith the Enabling Legislation

and the Distributions or similar policy of the Company from time to time, subject

to the provisions of clause 15.1.1.13 above, this clause 28, the provisions of

section 46 and Shareholder approval, and provided that>

28.1.1.1. any such Distribution:-

28.1.1.1.1. is pursuant to an existing legal obligation of the

Company, or a court order; or

28.1.1.1.2. the Board, by resolution, has authorised the

Distribution;
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28.1.1.2. it reasonably appears that the Company will satisfy the solvency

and liquidity test in the Act immediately after completing the

proposed Distribution; and

28.1.1.3. the Board, by resolution, has acknowledged that it has applied the

solvency and liquidity test in the Act and reasonably concluded that

the Company will satisfy the solvency and liquidity test immediately

after completing the proposed Distribution;

28.1.2. must before incurring any debt or other obligation for the benefit of the

Shareholder, comply with the requirements in clause 28.1.1,

and must complete any such Distribution fully within 120 (one hundred and twenty) Business

Days after the acknowledgement referred to in clause 28.1.1.3, failing which it must again

comply with the aforegoing.

28.2. The Board, after consultation with the Shareholder, shall develop an appropriate Distribution

or similar policy and framework for the Company taking into account, inter alia, the

Corporate Plan and strategic objectives which shall be reviewed on a regular basis. Any

capitalisation or investment, and expenditure incurred in respect of industry restructuring,

delivery of universal services or any other socio-economic activities carried out by the

Company upon the request of the Shareholder shall be taken into account in calculating any

dividends or Distributions and other payments payable to the Shareholder.

28.3. No notice of change of address or instructions as to payment given after the determination of

a dividend or other Distribution by the Company in terms of clause 28.1.1.1, shall become

effective until after the dividend or other Distribution has been made, unless the Board so

determines at the time the dividend or other Distribution is approved.

28.4. All unclaimed dividends or other Distributions as contemplated in this clause may be

invested or otherwise be made use of by the Board for the benefit of the Company until

claimed, provided that any dividend or other Distribution remaining unclaimed for a period of

not less than 3 (three) years from the date on which it became payable may be forfeited by

resolution of the Directors for the benefit of the Company.

28.5. The Company shall be entitled at any time to delegate its obligations in respect of unclaimed

dividends or other unclaimed Distributions, to any one of the Company's bankers from time

to time.
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29. LOSS OF DOCUMENTS

The Company shall not be responsible for the loss in transmission of any cheque, warrant, certificate

or (without any limitation ciusdem generis) other document sent thr0'jgh the post either to the

address of any Shareholder or to any other address requested by the Shareholder.

30. NOTICES

30.1. The Company may give notices, documents, records or statements or notices of availability

of the aforegoing by personal delivery to the Shareholder or by sending them prepaid

through the post or by transmitting them by Electronic Communication.

30.2. The Shareholder has after having furnished an Electronic Address to the Company, by doing

s o -

30.2.1. authorises the Company to use Electronic Communication to give notices,

documents, records or statements or notices of availability of the aforegoing to

it; and

30.2.2. confirms that same can conveniently be printed by the Shareholder within a

reasonable time and at a reasonable cost.

30.3. Any notice required to be given by the Company to the Shareholders or the holder of a

security warrant to bearer, and not expressly prohibiting the provisions of this clause from

applying, shall be sufficiently given (subject to giving a notice of availability in accordance

with clause 30.1 or 30.2), if given by posting it on the Company's web site until at least the

date when the event to which the notice refers occurs.

30.4. Any notice, document, record or statement or notice of availability of the aforegoing sent by

the Company shall be deemed to have been Delivered on the date and time determined in

accordance with Annexure C.

30.5. A Shareholder (or his executor) shall be bound by every notice in respect of the Shares

Delivered to the Person who was, at the date on which that notice was Delivered, shown in

the Securities Register or established to the satisfaction of the Directors (as the case may

be) as the Shareholder, notwithstanding that the Shareholder may then have been dead or

may subsequently have died or have been or become otherwise incapable of acting in

respect of the Shares, and notwithstanding any transfer of the Shares was not registered at

that date. The Company shall not be bound to enter any Person in the Securities Register as

entitled to any Shares until that Person gives the Company an address for entry on the

Securities Register.
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30.6. If joint Shareholders are registered in respect of any Shares or if more than 1 (one) Person

is entitled to Shares, all notices shall be given to the Person named first in the Securities

Register in respect of the Shares, and notice so Delivered shall be sufficient notice to all the

Shareholders of Shares.

30.7. The Company shall not be bound to use any method of giving notice, documents, records or

statements or notices of availability of the aforegoing, contemplated in the Regulations in

respect of which provision is made for deemed delivery, but if the Company does use such a

method, the notice, document, record or statement or notice of availability of the aforegoing

shall be deemed to be delivered on the day determined in accordance with the Regulations.

In any other case, when a given number of days' notice or notice extending over any period

is required to be given (which are not Business Days which shall be calculated in

accordance with clause 31), the provisions of clause 31 shall also be applied.

30.8. As regards the signature of an Electronic Communication by the Shareholder, it shall be in

such form as the Directors may specify to demonstrate that the Electronic Communication is

genuine, or failing any such specification by the Directors, it shall be constituted by the

Shareholder indicating in the Electronic Communication that it is the Shareholder's intention

to use the Electronic Communication as the medium to indicate the Shareholder's approval

of the information in, or the Shareholder's signature of the document in or attached to, the

Electronic Communication which contains the name of the Shareholder sending it in the

body of the Electronic Communication.

31. FINANCIAL YEAR

The Financial Year of the Company is the 12 (twelve) Month period ending on 31 March of each

year. The Financial Year may not be changed by the Board without the prior Written consent or

approval of the Shareholder and subject to the PFMA and the requirements of section 27(4).

32. CALCULATION OF BUSINESS DAYS

When a particular number of Business Days is provided for between the happening of one event and

another, the number of days must be calculated by —

32.1. excluding the day on which the first such event occurs;

32.2. including the day on or by which the second event is to occur; and

32.3. excluding any public holiday, Saturday or Sunday that falls on or between the days

contemplated in clauses 32.1 and 32.2 respectively.

33. WINDING UP

Subject to the provisions of the Act, the Company shall not be wound up or placed into "business

rescue" as contemplated in the Act without the prior Written consent of the Shareholder.
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34. SUBSIDIARIES

The Company may, from time to time, form or acquire further Subsidiaries, subject to the PFMA and

the Enabling Legislation and the provisions of this MOl.

35. PROTECTION OF WHISTLE-BLOWERS

The Company shall establish and maintain a system to receive disclosures contemplated in

section 159.
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Annexure A - Definitions in the Companies Act

"accounting records" means information in written or electronic form concerning the financial affairs of a
company as required in terms of this Act including, but not limited to, purchase and sales records, general
and subsidiary ledgers and other documents and books used in the preparation of financial statements;1

"annual general meeting" means the meeting of a public company required by section 61 (7);

"audit" has the meaning set out in the Auditing Profession Act, but does not include an "independent review"
of annual financial statements, as contemplated in section 30(2)(b){ii)(bb);

"auditor" has the meaning set out in the Auditing Profession Act;

"Banks Act" means the Banks Act, 1990 (Act No. 1194 of 1990);

"beneficial interest", when used in relation to a company's securities, means the right or entitlement of a
person, through ownership, agreement, relationship or otherwise, alone or together with another person to—

(a) receive or participate in any distribution in respect of the company's securities;

(b) exercise or cause to be exercised, in the ordinary course, any or all of the rights attaching to the
company's securities; or

(c) dispose or direct the disposition of the company's securities, or any part of a distribution in respect of
the securities,

but does not include any interest held by a person in a unit trust or collective investment scheme in terms of
the Collective Investment Schemes Act, 2002 (Act No. 45 of 2002);

"board" means the board of directors of a company;

"business days" has the meaning determined in accordance with section 5(3);

"central securities depository" has the meaning set out in section 1 of the Securities Services Act, 2004
(Act No. 36 of 2004);

"Commission" means the Companies and Intellectual Property Commission established by section 185;

"Commissioner" means the person appointed to or acting in the office of that name, as contemplated in
section 189;

"company" means a juristic person incorporated in terms of this Act, a domesticated company, or a juristic
person that, immediately before the effective date —

(a) was registered in terms of the —

(i) Companies Act, 1973 (Act No. 61 of 1973), other than as an external company as defined in
that Act; or

(ii) Close Corporations Act, 1984 (Act No. 69 of 1984), if it has subsequently been converted in
terms of Schedule B;

(b) was in existence and recognised as an 'existing company' in terms of the Companies Act, 1973 (Act
No. 61 of 1973); or

(c) was deregistered in terms of the Companies Act, 1973 (Act No. 61 of 1973), and has subsequently
been re-registered in terms of this Act;

1 Regulation 25(3) contains requirements as to what the accounting records must Include.
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"Competition Act", means the Competition Act, 1998 (Act No. 89 of 1998);

"convertible" when used in relation to any securities of a company, means securities that may, by their
terms, be converted into other securities of the company, including—

(a) any non-voting securities issued by the company and which will become voting securities—

(i) on the happening of a designated event; or

(ii) if the holder of those securities so elects at some time after acquiring them; and

(b) Options to acquire securities to be issued by the company, irrespective of whether those securities
may be voting securities, or non-voting securities contemplated in paragraph (a);

"creditor" means a person to whom a company is or may become obligated in terms of any liability or other
obligation that would be required to be considered by the company if it were applying the solvency and
liquidity test set out in section 4;

"director" means a member of the board of a company, as contemplated in section 66, or an alternate
director of a company and includes any person occupying the position of a director or alternative director, by
whatever name designated;

"distribution" means a direct or indirect—

(a) transfer by a company of money or other property of the company, other than its own shares, to or
for the benefit of one or more holders of any of the shares or to the holder of a beneficial interest in
any such shares, of that company or of another company within the same group of companies,
whether—

(i) in the form of a dividend;

(ii) as a payment in lieu of a capitalisation share, as contemplated in section 47;

(iii) as consideration for the acquisition—

(aa) by the company of any of its shares, as contemplated in section 48; or

(bb) by any company within the same group of companies, of any shares of a company
within that group of companies; or

(iv) otherwise in respect of any of the shares of that company or of another company within the
same group of companies, subject to section 164(19);

(b) incurrence of a debt or other obligation by a company for the benefit of one or more holders of any of
the shares of that company or of another company within the same group of companies; or

(c) forgiveness or waiver by a company of a debt or other obligation owed to the company by one or
more holders of any of the shares of that company or of another company within the same group of
companies,

but does not include any such action taken upon the final liquidation of the company;

"effective date", with reference to any particular provision of this Act, means the date on which that
provision came into operation in terms of section 225;

"electronic communication" has the meaning set out in section 1 of the Electronic Communications and
Transactions Act;

"Electronic Communications and Transactions Act" means the Electronic Communications and
Transactions Act, 2002 (Act No. 25 of 2002);

"employee share scheme" has the meaning set out in section 95(1 )(c);
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"exchange" when used as a noun, has the meaning set out in section 1 of the Securities Services Act, 2004
(Act No. 36 of 2004);

"exercise", when used in relation to voting rights, includes voting by proxy, nominee, trustee or other person
in a similar capacity;

"ex officio director" means a person who holds office as a director of a particular company solely as a
consequence of that person holding some other office, title, designation or similar status specified in the
company's Memorandum of Incorporation;

"external company" means a foreign company that is carrying on business, or non-profit activities, as the
case may be, within the Republic, subject to section 23(2);

"financial statement" includes—

(a) annual financial statements and provisional annual financial statements;

(b) interim or preliminary reports;

(c) group and consolidated financial statements in the case of a group of companies; and

(d) financial information in a circular, prospectus or provisional announcement of results, that an actual
or prospective creditor or holder of the company's securities, or the Commission, Panel or other
regulatory authority, may reasonably be expected to rely on;

"group of companies" means a holding company and all of its subsidiaries;

"holding company", in relation to a subsidiary, means a juristic person that controls that subsidiary as a
result of any circumstances contemplated in section 2(2)(a) or 3(1 )(a);

"incorporator", when used—

(a) with respect to a company incorporated in terms of this Act, means a person who incorporated that
company, as contemplated in section 13; or

(b) with respect to a pre-existing company, means a person who took the relevant actions comparable
to those contemplated in section 13 to bring about the incorporation of that company;

"individual" means a natural person;

"inter-related", when used in respect of three or more persons, means persons who are related to one
another in a linked series of relationships, such that two of the persons are related in a manner contemplated
in section 2(1) and one of them is related to the third in any such manner, and so forth in an unbroken series;

"juristic person" includes—

(a) a foreign company; and

(b) a trust, irrespective of whether or not it was established within or outside the Republic;

"knowing", "knowingly" or "knows", when used with respect to a person, and in relation to a particular
matter, means that the person either—

(a) Had actual knowledge of the matter; or

(b) Was in a position in which the person reasonably ought to have—

(i) had actual knowledge;

(ii) investigated the matter to an extent that would have provided the person with actual
knowledge; or
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(iii) taken other measures which, if taken, could reasonably be expected to have provided the
person with actual knowledge of the matter;

"nominee" has the meaning set out in section 1 of the Securities Services Act, 2004 (Act No. 36 of 2004);

"ordinary resolution" means a resolution adopted with the support of more than 50% of the voting rights
exercised on the resolution, or a higher percentage as contemplated in section 65(8) —

(a) at a shareholders meeting; or

(b) by holders of the company's securities acting other than at a meeting, as contemplated in section 60;

"person" includes a juristic person;

"personal financial interest", when used with respect to any person—

(a) means a direct material interest of that person, of a financial, monetary or economic nature, or to
which a monetary value may be attributed; but

(b) does not include any interest held by a person in a unit trust or collective investment scheme in
terms of the Collective Investment Schemes Act, 2002 (Act No. 45 of 2002), unless that person has
direct control over the investment decisions of that fund or investment;

"prescribed officer" means a person who, within a company, performs any function that has been
designated by the Minister in terms of section 66(10);

"present at a meeting" means to be present in person, or able to participate in the meeting by electronic
communication, or to be represented by a proxy who is present in person or able to participate in the
meeting by electronic communication;

"private company" means a profit company that—

(a) is not a public, personal liability or state-owned company; and

(b) satisfies the criteria set out in section 8(2)(b);

"profit company" means a company incorporated for the purpose of financial gain for its shareholders;

"public company" means a profit company that is not a state-owned company, a private company or a
personal liability company;

"record date" means the date established under section 59 on which a company determines the identity of
its shareholders and their shareholdings for the purposes of this Act;

"registered office" means the office of a company, or of an external company, that is registered as required
by section 23;

"related", when used in respect of two persons, means persons who are connected to one another in any
manner contemplated in section 2(1 )(a) to section {c);

"rules" and "rules of a company" means any rules made by a company as contemplated in section 15(3) to
(5);

"securities" means any shares, notes, bonds, debentures or other instruments, irrespective of their form or
title, issued or authorised to be issued by a profit for the purposes of raising capital;

"securities register" means the register required to be established by a profit company in terms of
section 50(1);

"share" means one of the units into which the proprietary interest in a profit company is divided;
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"shareholder", subject to, means the holder of a share issued by a company and who is entered as such in
the certificated or uncertificated securities register, as the case may be;

"shareholders meeting", with respect to any particular matter concerning a company, means a meeting of
those holders of that company's issued securities who are entitled to exercise voting rights in relation to that
matter;

"special resolution" means—

(a) in the case of a company, a resolution adopted with the support of at least 75% of the voting rights
exercised on the resolution, or a different percentage as contemplated in section 65(10):-

(i) at a shareholders meeting; or

(ii) by holders of the company's securities acting other than at a meeting, as contemplated in
section 60; or

(b) in the case of any other juristic person, a decision by the owner or owners of that person, or by
another authorized person, that requires the highest level of support in order to be adopted, in terms
of the relevant law under which that juristic person was incorporated;

"subsidiary" has the meaning determined in accordance with section 3;

"voting securities", with respect to any particular matter, means securities that—

(a) carry voting rights with respect to that matter; or

(b) are presently convertible to securities that carry voting rights with respect to that; and

"wholly-owned subsidiary" has the meaning determined in accordance with section 3(1)(b).
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Annexure B - Ineligible / disqualified In terms of section 69(7) and (8) of the Act read with Regulation

39(3)

1. A person is inellg'b'e to be a Director if the Person -

1.1. is a Juristic Person;

1.2. is an unemancipated minor, or is under a similar legal disability; or

1.3. does not satisfy any qualification set out in the MOI.

2. A person is disqualified to be a Director i f -

2.1. a court has prohibited that Person to be a Director, or declared the Person to be delinquent

in terms of section 162, or in terms of section 47 of the Close Corporations Act, 1984 {Act

No. 69 of 1984); or

2.2. the Person -

2.2.1. is an unrehabilitated insolvent;

2.2.2. is prohibited in terms of any public regulation to be a Director;

2.2.3. has been removed from an office of trust, on the grounds of misconduct

involving dishonesty; or

2.2.4. has been convicted, in the Republic or elsewhere, and imprisoned without the

option of a fine, or fined more than R1 000,00 (one thousand rand), for theft,

fraud, forgery, perjury or an offence -

2.2.4.1. involving fraud, misrepresentation or dishonesty;

2.2.4.2. in connection with the promotion, formation or management of a

company, or in connection with any act contemplated in

subsection (2) or (5); or

2.2.4.3. under the Companies Act, the Insolvency Act, 1936 (Act No. 24 of

1936), the Close Corporations Act, 1984, the Competition Act, the

Financial Intelligence Centre Act, 2001 (Act No. 38 of 2001), the

Securities Services Act, 2004 (Act No. 36 of 2004), or Chapter 2 of

the Prevention and Combating of Corruption Activities Act, 2004

(Act No. 12 of 2004).
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Annexure C - Prescribed methods of delivery in the Regulations

Person to whom the
document is to be
delivered

Any Person

Any natural Person

A company or similar
body corporate

Method of delivery

By faxing the notice or a certified
copy of the document to the Person,
f the Person has a fax number;

By sending the notice or a copy of
the document by electronic mail, if
tie Person has an Electronic
Address;

By sending the notice or a certified
copy of the document by registered
post to the Person's last known
address;

By any other means authorised by
the High Court; or

By any other method allowed for that
Person in terms of the following
rows of this Table.

By handing the notice or a certified
copy of the document to the Person,
or to any representative authorised
in writing to accept service on behalf
of the Person;

By leaving the notice or a certified
copy of the document at the
Person's place of residence or
business with any other Person who
is apparently at least 16 (sixteen)
years old and in charge of the
premises at the time;

By leaving the notice or a certified
copy of the document at the
Person's place of employment with
any Person who is apparently at
least 16 (sixteen) years old and
apparently in authority.

By handing the notice or a certified
copy of the document to a
responsible employee of the
company or body corporate at its
registered office or its principal place
of business within South Africa;

If there is no employee willing to
accept service, by affixing the notice
or a certified copy of the document
to the main door of the office or

Date and Time of Deemed delivery

On the date and at the time recorded by
the fax receiver, unless there is
conclusive evidence that it was delivered
on a different date or at a different time.

On the date and at the time recorded by
the computer used by the Company,
unless there is conclusive evidence that it
was delivered on a different date or at a
different time.

On the 7th (seventh) day following the
day on which the notice or document was
posted as recorded by a post office,
unless there is conclusive evidence that it
was delivered on a different day.

In accordance with the order of the High
Court.

As provided for that method of delivery.

On the date and at the time recorded on a
receipt for the delivery.

On the date and at the time recorded on a
receipt for the delivery.

On the date and at the time recorded on a
receipt for the delivery.

On the date and at the time recorded on a
receipt for the delivery.

On the date and at the time sworn to by
affidavit of the Person who affixed the
document, unless there is conclusive
evidence that the document was affixed
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Person to whom the
document is to be
delivered

The state or a province

A municipality

A trade union

Employees of the
Company

A partnership, firm or
association

Method of delivery

jlace of business.

3y handing the notice or a certified
copy of the document to a
esponsible employee in any office

of the State's Attorney.

3y handing the notice or a certified
copy of the document to the town
clerk, assistant town clerk or any
Person acting on behalf of that
Person.

3y handing the notice or a certified
copy of the document to a
responsible employee who is
apparently in charge of the main
office of the union.

If there is no person willing to accept
service, by affixing a certified copy
of the notice or document to the
main door of that office.

By fixing the notice or certified copy
of the document, in a prominent
place in the workplace where it can
be easily read by employees.

By handing the notice or a certified
copy of the document to a Person
who is apparently in charge of the
premises and apparently at least 16
(sixteen) years of age, at the place
of business of the partnership, firm
or association;

If the partnership, firm or association
has no place of business, by
handing the notice or a certified
copy of the document to a partner,
the owner of the firm, or the
chairman or secretary of the
managing or other controlling body
of the association, as the case may
be.

Date and Time of Deemed delivery

on a different date or at a different time.

On the date and at the time recorded on a
receipt for the delivery.

On the date and at the time recorded on a
receipt for the delivery.

On the date and at the time recorded on a
receipt for the delivery.

On the date and at the time sworn to by
affidavit of the Person who affixed the
document, unless there is conclusive
evidence that the document was affixed
on a different date or at a different time.

On the date and at the time sworn to by
affidavit of the Person who affixed the
document, unless there is conclusive
evidence that the document was affixed
on a different date or at a different time.

On the date and at the time recorded on a
receipt for the delivery.

On the date and at the time recorded on
a receipt for the delivery.
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1.1 The purpose of this code and procedure is to'

• Promote efficient and sa'e conduct a; vroit.;

• initiate corrective action where an employee's p^rfoTrance sni'o- cc-d-jcl is

unacceptable to Transact.

• Maintain good employment rebScns w.Sun Transnel;

' Encourage employees to respect and adhsra to the appropriate st3r,dards of conduct

required of tnem:

• Regj'ate C'SC.o'ir.e .n a marr.er 'Jiat is both substa.itively and procedural.1/ far, a~a

• Pro'.ecl employees from arbitrary acton while ensuring tnat Transnst cat expect

satisfactory conduct ana work performance frcm its employees.

1 2 Wherever possible Transnet wi'l take steps to try ard ensure that any misconduct by an

emp.'oyee does not recur and thai the employee continues to be a productive part of

Tra.isnet. At the same tme, the emp'oyee reoognis-ss that certain forms of rrVsconduct AII:

lustify summary dismissal and trot where corrective disop'ine is imp!ernentec! a repetition

of misconduct ma/justify cismissas

2.1 This disciplinary code and procedure fcrms part of employee's terms aid csnditijrs of

emp'oyment and apolies to a'l employees tnat fa'l vMhn the ms.-iagemsrt category in

Transnet vsne'̂ er or not they are still on probation, employed on a fixad term contract of

emptayirent cr 3 contract of indefiniie duirston.

2 2 Th:s code and the procedure apples equs'ly to concjct, off Transnet's ereT.ises and

outsde of •••»'cr<ing hours, which may have an effect en trie employment re!at onship =rd ;ne

ousir.ass cf Transr.et

3.1 Transgression', 'disciplinary offence', 'infringement', and related v.'ords includes an

alleged breach cf this code

3.2 "Management" inctjdes supervises, managers, senicr managers End executives cf

Transnet. fcr the purposes of this policy.
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3 3 Pre-dismissal arbitration' Is a disdpin3ry enquiry conducted in terms of Section 188A of

tha Latour Relations Act.

4.1 It is the responsibly of all employees to acids Cy tne rules and standards of Trar.snel

~,2 The enforcement of discipline is the responsibility of management ard wherever poss tie

will be taken at tha lo*A«5t possible levels of management

4.3 The nature and severity of en employee's transcressjon de'em^res tne pavjrs and extent cf

tns disciplina'y action.

4.4 The prrnary purpose cf this code and proceaure end the respons.bility cf Transnet is to.

• insure me maintenance cf satisfactory and scceptatle standards of conduct cf aP

e.-npioyees

• Ensure thai employees are treated fa'rty and consistently and tnai d.scipl nar-/ arvioi .s

only taken for a fair reason and n accord3rce v/ith a fair p'ccedure aid

• O^courage and correct unacceptable conduct by emp!oyees

& 5 Transnet v,i!i ensure Wat:

> It makes ciasr standards cf conduct or rules required of employees,

• It will apply its standards or rutes consistently: and

• It will treat al! employees in a fa* and just manner.

4.6 Transnet will notify trie trade ur.icn ivhen disciplina'y action is taKon a;a:nst a trade uricr.

representative or an employee wfis is an office bearer of a t'ade u"ic-.

4.7 Transnet has tne right to •

• Decide when ar. emplsyes's tenaviour is unacceptable.

• institute appropnsta action where management considers that an employes's Ceh3v,our

is unacceplab'e. and

• Lay criminal charges against an emotoyee f Transnet deems it app'opnate

4.8 Traisnet's ob'igalions are to -

• Maintain fair, just and consistent
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•5.9

• Ensur© thai all employees are made aware of the standards c! behav:cur thai ars

required of them: aid

• Deal with instances of misconduct by implementing trie provisions o' LNs disciplinary

cede and procedure jn a tmeous. ccnsists.il ar.d fair manner havng due rega-3 tc the

merits of each case

The emp'oyees otligalicns are to -

• Adhere to tre rules and procedures of Trarsnet,

• Adhere to Transnet's Code of Eihics:

• Comply with ell reasonab'e ard lav.fui instructions issued !o them;

• Uphold trie law;

• Conduct themselves in an orderly manrer;

• Tra=t Transnefs prccer;y wtn respsc*. and care, a-id refrain from usiig Trensist s

property for their own benefit

• 3e respectful and courteous to cfents a!i other ernployeES. and their property;

• Abslsin from victimising discriminating acamtt or irtimldaling any other emcloyt-es cr

of Transnel, ar;d

A 10

• Carry 01.! tneir dut'ss :n a p'ofess'onal msnnsr and in accordance with. :hs standards

reqj red by Trsnsnat.

The fact that misconduct ma/ result in crminal cinargss being la:d against an employee

does not prevent Transnet from holding a dscpinary enqoir/ in accordance with its

procedures.

Th:s policy must be read in conjunction with the Trarsnet EAP and substance abuse pc:tcy

A. DISCIPLINARY MEASURES:

5 1 Responsibility for and authority lo lake discif'inary scJo-'i fes witn fw n-snagenar! cf

Trar.snet

5 2 As a general ru!e and except v.tiere exceptional circumstances o' an i^Cividual case exist,

an employee shall not be disciplined without first being afforded xne o&po.T.m:y cf statrg

his.'ftercass.

Pace 5 cf25
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5.3 Any employee, who commits an act cf misconduct cr is gurty cf an oirsstcr that fal's shct

of an acceptable standard of conduct required o! trie employe*, nay bs subject to

appropriate d!scipln3ry acton. Althsi-gh the purpose cf disciplinary acrcn is corrective tfia

employer is not obliged to give any warnings in respect o' misconduct that wouid tuivly

surr.rr.ary dismissal pravidod t^ai t-e enpioyer rray only <l$rre$s an emplcyEe a!;er a lair

nsar.ng

5.4 The- application of -discipline may take any cf the following forms, dspendng upon She

circumstances of tha particular case, the frequency and'er the seventy of the misconduct:

5.4 1 Veitoal waning

5.4.2 Written warning.

5.4 3 Final v/r.tter; warning

5.4.4 Suspension without pay;

5.4 5 Demotion, and

5.4.5 Dism.sssl

5.5 Verbal Warning

5.5 1 A Transect manager may give an employee a vernal wan ng wrien the emplcyse ccrr.mis a

nunor disaplnary trgnsgression of a rule or standard o' the v.'O'kp'ace.

5.5 2 The pu^cse of a verbal warning is to inform t ie employee cf lr,e fansgr=ss;cn and to

correct ths err^ployee's conduct by adv:S:ng !iim-her of why the behavicur >s incorrect anc-

v.hat is required of the employee

5 5 3 The verbsl warning must be recordso on the employee's personnel Me and is valid for three

(3) months

5 5 4 A copy cf any warning should be Kept on the e"np(cyee's Tile, even after expiry thereof so as

13 serve as a record of lha employee's d'Scipiriary history.

5.6 Written warning:

5.6.1 When a verbal warning is .nappropnate d-e to the nature cf t ie ef'snee or where previous

ve'ba' warniriss have not had the ties^rsd e'fect, a Transr.et rraiagor rray eve ar employee

a wri'.len v/aming

5.6 2 Trie wntten ivanrng must stats the disciplinary transgressisn/s committed by ths employee

ard warn ths employee not to repeal the trjnsgrsssicn sgam

Pan- -3 cf 25

0078-0970-0001-0426

TRANSNET-REF-BUNDLE-05089



779

TftAXSNET

5.6 3 A written warning nws! t>e recorded en ihe employee's personnel fUs end :s V3'rd 'or s-x (6!

months

5 6 4 The employee must slcn for receipt cf the written warning. If tns emp!cyee refusss t3 sig-

for recept o' the warning, the written warning is nevertheless va'id and a rote tna: the

employee refused to sign for the written warping must be recorded on th9 warn ng

56 5 A copy or any warring should te '«ept en tne employee's We sven alter expiry the-ecf so as

to serve as a recced of the employee's d/sciaSnary Mstcry

5.7 Final written warning

5 7 1 Wren a verbal cr written warning is inappropriate cu~ to the natu'e of the o'fence or where

previou's warnings have rot had the tfesirad effsct cr v.here the offence is of such a serious

nature, a Transnet manager may give an ernp'oyee a final written warning

5.7.2 Tne final written warnirtg mi-st stats the discprnsry ^artsgressicn/s conmitted by the

employee ana warn tns employee net to repeat the transgression again

5.7 3 A fina! written warning must be recorded on Ihe employee s personnel fi!e and is va! c1 fo -

W/slve (12.) rronths.

5.7 A The employee must s go for receipt of the fmsl ivitten waTiing If tha emcloyee refuses !s

sign for receipt o' the frna! ^ri;tsn warning, the final written v/an ng is nevertheless vaVa anc

a note tha'. !ha err.ployee refused to sign for 'Ĵ e wfriien waxing must be recorded on tne

warning

5.7 5 A copy of any warning ehOL-id be kept on the employee's f;!e. even after expiry trerecf so as

to serve as a record of the employee's d scipFnary rnstory

5.8 Suspension without pay

5 8 1 Suspension without pay Is a punitive meagre tha* may be imposed. Dy agreement v.-t,1 the

ernplo>e2 as an a;te-rative to dismissal, where a dismissal isjustifec bui v/r-.crs ;nsrs a-e

m;tgatmg circumstances, which Transnet recognises. The maximum time penod sor

suspension without pay is two (2) wceKs, along w.th a final v/niten waning va'id fcr f»ve've

1.12) r.orths

5.9 Demotion

S.S 1 Demotion is a punitive measure '.hat may be imposed by agreement with the employee as

an arternative to d-srr,issal. where a dsrrissa! is jusifed tut where there are rritigatrg

circumstances tha! Transret recogmsss

cf 2
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5.10 Dismissal

5.10.1 Dismissal is the most severe punitive msas'jre thai Transnet as the errptoyeTr.ay impose i'

an employee commits an offeree for wtveh a final written warning is still va'id or i' art

offence, v^hich warrants dismissal in itself, is ccmm.ttad.

5 '0.2 An employee may be dismissed

• Summarily. v,*iere Transnet terminates tr.e emo'oyee's services irp/neoately; or

• On notice, v/herE Transnet terminates '.he emclcyee's ser.'ice subject to t!">e •ATT'.S^

notice in the contract cf employrrier.t wrtri full pay for the notice periccl.

5.'0 3 Trsisnel may or.ly dismiss an errp'oyee after a format erqury is fe'i At such an enqui-y

and fcefcre a decision is taken to disn'ss an employee consweratrc" wusi be given to a'l

relevant aggravating and mitigating crrcumstances such as the emp-oyee s previous

disciplinary record, personal circumstances, length cf service ana i.ie crcumstances of the

misconduct rtsetf.

5.10 £ NoN'/.-t̂ isiartdirg Cie fact that certain forms of misconduct wil ordinarily require a sanction

other than dismissal, an employee may be dismissed for accumu'stsd misconduct o' a

varying nature even though the employee rn-ght not otherwise te lisb'e to fce ciSTuSsed in

rescect of any ere part:cui3r category of misconduct. D srrissa! may ta'o place if 2^

employee has comrritted several acts cf msconduct and has previous w-itten and f-ra!

wit'9i"t warnings, which are valid, notwithstanding the fact that trie conduct comp'a'ned of is

unreiated to ths prevous cor.djct

S.1 Suspension Pending a Disciplinary Hoaring:

6.1.1 Transr.et has the right to susoond an employee on full p3y pending 3 ciscip'T.ary ensury

•Ahere Tr3nsr;e: celieves

• Tha! the employee's presence cou'd cause problems or lead to conflict;

• Where the employee's presence c:dd prejudce Transnet's invosligaticn or be

datnmental to the errployer's acti\ities;

• Where trwe is sofHctenl reason 10 dcubt tne w'Hingness cr aoi'ity cf the ensioyss to

work ncrm3l!y until the disciplinary enqdry has teen *.na;ised and not ta be disi.pt: /e

• Whe'e it is n tne interest or safety cf t~e errplcyee

*is a r,( 25

3
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• Where th« continued presence o< the emp'cyea charged with misconduct h3S tns

potentisl of threatening other empioyees. or

• Where other employees are lifcely !o be intimidated by the errp'cyee barged witrt Ihs

m:sccr.duct

6.2 Disciplinary Process:

6.2 1 A disciplinary .Tearing must bs heW as soon as possible after the ccmm.ssion o' an sieged

cffence

6.2 2 Transnet must sr.c!eavour 10 held tre disc'pwary enc,u;ry as seen as pessiele after it has

finalised its investigates into the conduct o< sn employee While Tr3nsnet v/ill ma'te every1

effort to ensure that disop'ine is implerr.eniedcontemporaneously wtr i l ie offence alegediy

conrrirted by the employee, it is recognised tnat certain investigsf-ons may take longer tc

complete and that i is rot always poss Die to bnng d'Srip:i.n3.7 proceed.ngs

contemporaneously.

6 2 3 Transnst must give employees a nrnmu'Tl of fojr (4) wording days v.-rtten notice to 3t:enc a

disciplinary hearing The written notice must contain !,ie following

• The personal part'cu!srs cf the employee;

• The nature cf t ie charge o' infringement with speeffic reference to L"e nature, date cr

penod of time to allow the erpp'oyee and hi&her representative an acequate ocportuni'.y

to prepare fee the inquiry.

• Ths Cats, rrns ard venue of t ie hearing.

• Notification that the employee may be re-pressited by a fe'lew emplayee at ths hearrg

arid tha; it is his/harduty to arranga for such raprosentaton. Le^a! representation is ret

pem-itted in disciplinary hearings unless specifically agreed to by Trans-et

• Notification thct should ths srr.p'oyeo require an Interpreter the employee must notify

Transnet accordingly before tha enquiry so Mat Transnet can provide an interpreter,

• Notification [hat the employee nay bring witnesses, if any, to ths hearing and that '.ho

emp'oyee will have the right to call, e»3-nine and cross-examr.e witnesses subject :o

the err.p'oyee arranging for the sttsr.dance of any witnesses that trie emfloyee requires

to give evidence en hiatier behalf

ft*
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• Advise the employee that he/she has Ire right to state his'ner case and defend

him/herself bclh in respect cf Lie allegations of misconduct arid in the determination cf a

sancton.

• Provide the employee wth ccp;-3S of any aocuments reasonably requi.'e-d 'o ' pirpoiei

of conducting the hearing and give the employee access to any documents p'odjced ss

e<iosnce et tne hearing

• Space fcr sckne^iedgeneat of receipt thereof by the employee, failing which space for

acknowledgement by a witness that the notice was handed (3 the employee.

6 2 4 Transnet ™JS1 ask the employee to sign for receipt cf the notice to attend the disciplinary

enqu ry If the ernp'oyes refuses lo aCinov.iedge receipt cf the notice the person handing

the employee the nctics. may sign as having witnessed ths deii/ery of tns nctce cocn the

employee Such reccrdal sn the notice v,!! se'ie ss pr:rr;2 iazc c:ior,cc that the empteyee

received the notice.

6.2 5 It the en-ployee charged v/ith miscondoct is also a trace un.cn representative (sh;p

stew2'c). the Transnet manager investigating the charge must no'jfy the traie umsn o' the

charge, and ccnsuR v.ith the fade union in respect ot the disciplinary charges brought

against the representative. This aiso applies in C2scs v.-herc tha errp'oyes is art o'f'ce-

fcearer or official of a trade union

6.2 6 Where gn employee refuses and'or fails tc attend the tfscip'inary enquiry the e-qjry nay

take plsce irt tha emp'oyee's absence Cn!y in exceptional circ-jTnstapces w>l! Traisne!

postpone an enquiry and eniy if sufficient reasons e.*ist and are established to postpone the

er.quty Trw employee recognises crd accepts that hisit.er failure to attend tne hearing

may have serious repsreussons as the hearing may be rvs'd m his/her absence without

further notice and a sanction of d'smissal way be imposed.

6.2 7 A person appointed or nominated fcy the errpinye'for trtst purpose must Keep a retcrd cf

Ihe proceedings and the employes is anMled to a ccpy of the record. The employee

recognises that the record is not a comp'ote roccrd but only a minute of the proceedings.

5 2 9 The disciplinary enquiry sh3l!. where possb-e izVc placs wthaut any tnterfe'encs

Witnesses who give evidence do so or. the basis mat there will ba no repercussions against

them for giv-ng sucn evidence '.'/itnssses v/iU enly be required to attend 3n enquiry ••vr-en

called upon to do so

??.Zi !Ocl 25
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5 2 9 After hearing nJ relevant evdor.cs relating To the barges, the charperson cf th« enquiry

nusl comrnurvcota his/her decision in wniing within five (5; working d3ys Thsreafte'. or if it

is appropriate lo bo so. at the end of the enauiry. the charperson of the enquiry musl hear

evidence in aggravation or rr:t>gatcn forpuTroses of imposing a Sancton

6 2.10 In considering what Earcton to Impose, the ch3'rperson is entitled to consider ether Fonr.s

of disciplinary action as an alternative to dismiissl, including for example. sjsp5".s.on

wilfiott pay or demc'icn In delermining an appropriate sanction, tf~e diaTperson must fiava

regard to Transnei's apprcacfi to Similar conduct in trte past ana recognise tia importance

nf te'^n^ OJDfistent in tia rapcsit'on cf any sanction Hcwever, emp'oyees reccgniss tna!

*.r,5 Circumstances of each indivicualcase ;s different 2nd circumstance may justify Trarisnet

f--cm departing frcm the USUEI forrri of saritiion applicable to the ccrduat n questcn Tness

ci'C'jms'.ar'ces may include:

• The seriousness o' ns and psa'.ojiar circumstances surrcunding She breach o' the

standard

• Th« interests and personal cJrctimsta.icas of L'le errployee inducing his/her d scipl nary

or work rsccrd snd length cf sor.ice' and

• Tha interests of Transnel

6.3 Conduct of the Enquiry:

3 3 1 Although the charpcrcor, of the enquir/ may depart from these suggestions set out be'ov..

the rnqixry sha'i al a" lirres be conJuciKl in a fair manner 'n general and Viftere."e.'

possible the enquiry should be conducted as follows.

• The chairperson sbaU ensurs that o>"i!y lh.osa who ere entitled to be present a! the

enqjiry are present and l iai ail witnesses are avai'able. Witnesses shall be required tc

wat outside openly attend the proceedings as and when requi'ed to oive evidence

1 Ths chairperson shall ensure that everyone present at the enquiry introduces

the.'Tiseives and the chairperson $!";3ll explain everyons s ro*o :n ths en^ufj inducing

nis'her c*n

• At tho comnrsncement cf tr;e enquĵ y, the chairperson s^a'l in'om the employee cf

his7her rights and shall ir.qure whether tha employee has any queries or coirpla'nts

regarding these nghts.

• The cha rperssn sha'l read out She charges against the employee and out'sne lh« natu-e

cf ths misconduct Tr.e chairperson shall ttisn osk the employee if he/sne understands

Ps-e M
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tha nature cf the offence and the reasons why ra/'sre is berg charged and hc.v he.'s'-a

pleads to each of ths charges

If tT:e e.-npinyee pleads guilty to the charges, the charperson sha'l as\ questions to

determine Yvtiethsr the ernployee understands the charges If i: ts clear that tna

employee understands the charges the chairperson mast find the employee gu'lty aid

move to neanng evidence in rrnt-gation and aggravation to determine tne appropnate

sanction to impose

If tha errptoyee pleads not guiity to the charges, the chairperson shall tf-r&n proceed -Mir,

the hssring, which shall corr.rrierxe vvth Ire complainant disclosirg the fiill nature cf the

offence. The complainant shall then be entitled to lead evidence regarding the offence

by calling wtnesses to give evidence and introd.ucir.3 documents as evidence Tne

employee sr>s:i be er.PJea to ccss-c-xamne sll vrtnesses and have access to a11

documents tempered at the enquiry. The complainant ma/ re-exarme wtresses if

necessary

The employee will then be given an cp-pcrtjr.ity to stats h.-Sr'ner defence and caii

witnesses to give evidence on Ms/her behaif Transne! snail be enMed 10 cress-

ensmine 'Aitnesses and examns any docjrre.ots tendered 1,1 evidence Dy the emp'oyes.

The employee shall b« entitled to re-examine any v/itn;s£5S

The cha'rperson shai! bs cnlii'ed to ask questions cf any wiiTesses who g.ve ev-dercs.

The chairperson is entitled to inquire frorn the person ;eading the evidence fo' Transnst

or the empioyes whether they intend lead.ng evidence regard.ng any matter, v,h,ch

requires clar.fication.

After all evidence has been ;ed, each party iha^l te givan a chance to sicmanse

its-'his-'her case after v/hiih tne enqur/ shall t>o aiiCumed to alcv. the chareerscr to

consider the evidence and decid-s on whether the employes is guilty Cr innocent cf the

misconduct v»-.th which he/she has fc-een charged.

If it is convenient 10 do so pr>or to the enquiry sdpurrinq. evidence in rn.tigat̂ on arc

aggrav3t!0i shall be !ed Aiterratively snd only f a findhg of gu'lt is maoe and

communicated to tne partes the parties shall 00 rcquirc-d to giva evidence in rritiga'jon

or aggravat'on of sentence Such e-.idence need not take Iha form of an oral h-aarr.g

L/n'ess one is spesf-osily requred c requested and sybmssions may be made in

writing.

"ait t:r.f 25.
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• After all mitigating and aggravating orcurrsiances have been considered and

complainant has motivated for an appropriate sanct'on. the chairperson rrcs! ccn

such evidence together \v:tn the employee's work record and p'evicus dscplina^y

record before making a decision on ths appropriate sanction.

6 3 2 The cfi2i"F-=rscp, befci'e imposing ths sanct'on of dismissal vvs'. satisfy K-nse'f lha1

• Th? eTiD'oyee, on a balance cf probabtibes contravened a ale cr stancsra :.i2t

governs conduct in or conduct of re'«vance to the wcrV.piace;

• That the employee was aware of the ru!e or it ccu'd reasora&y be expoctec cf the

employee to have been av/are of tKe rule at tf;e tme of the Sreach:

• Th3t the rjie was valid and fair,

• Tnat the ru'e had been cons:sten'Jy applied (or tnat ths-e were jjstifiabie reasons for

deviations): and

• That dismissal is the appropriate sanction for tr

5.3 3 Tho chairperson shat. ccmrnurvcate rvs finding and sand on ir ?.-it:rg to n-e employee

together witn brief reasons therefore.

G 3 4 In the ever! that the sanction of dismissal is hnposed ard as the employee dees not have

ths right of appeal, the employee shcu'd be irfoTred of hs right to refer the matter to the

CCMA or bargaining councii with jurisdiction over the dispute, within thirty (30)-riays cf the

employee's dismissal

6.4 Date of Dismissal:

5.4 1 Where En cmpisy&o is dsrr.jssc-d t ic cfisrr.isss! ;s [:r.z\ end ta^es c'fec: on the date

Etpu?ated by tha chairperson in ris findngj

6.5 Pre-Dismissal Arbitrations:

6 5.1 Where sl;egaticr.s of misconduc; havs been raised against an employee which if pro-.en

v.outf carry t ie sanction cf dismissal and the employee earns above the prescribed

statutory mnirnum as determined in tares of seclon 6.|3i oF Vne Bas'c Conditions cf

£rr.p!o>-mcr.t Act. r.o 75 of 1SS7 zt, arr«.ndc-d' Tranrne: is entitled, at its so'e d:s:ret on. w

Cecice whether cr not to hold an mterr.a' Oiscp'insry enqu.ry cr to p'ooeeo with a ce-

dis-nissa! arbitration as contemplated in Section 1S8A of the LRA.

1 This smcuni is cxrrErtly Ri 15 572 per anrcum
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S 5 2 W-rere an allegation of misconduct has been raise-d against an ewp'Ojee, who earrs below

the prescribed statutory tfin&sho.'cl. Trarisnet, if it vvishes to proceed via ire pre-dismissa;

arbitration procedure, is required to obtain the wrtten consent of the errp'oyee after having

notified tie employee in '.vntirg of the silegsrons leve'led against h-rr\ i< tile err.plcyee dce$

net •.vi-sh to submit to tnat procedure Transnet «vi!l convoke 3 disc'plin.ar/ enc<jiry as se'. o'jf

r* 4.̂ i.$ rj^curror1^!

6.5 3 if Transnet elects to proceed via tne pr&-osr7ii553! at? traion procedure, Transne! w l bear

tns cost of an arbitrator selected fcy a repu'.aoie depute jertlsment agency chosen by

Transnet.

6.5 ̂  This d:sc piinary cods and procedures v/i'I stili appty, hcvs'ever. if Tra .̂snet does net eiect tc

proceed via the pre-d.srrvissat ertjiiralicn procedure, and in respect of employees v.ho eam

less tnan the prescribed rrinimurn and do net consent to s p'e-dism:ssa! a't'itraticn

6.6 Types of Misconduct:

6.6 " Transrel may take d.scipl.nary anion against an/ employee n crcurns!ar,ces tha! nsy

just fy such scticn Traisnet expects all o"np!oyecs to refrain from conduct tha; Tiay g've

rise lodisciplne

6 6 2 Set c-'t &e:crA' a-6 seme examples of dtsop'inary transgressions for whicn Transne; may

lsf:e discp'rary action This is roi an exhaustive 1-st. It is imcosscie !o ust n ere

Cocumen! every hirvd o? in'ringenient cr t-Ensgressior. that may be considered tc fce

ursatceptabia conduct or rrisconduct Wri3t w.ll consttute rrt.sconduct is often e rratter c'

common sense However, an i-TiportaTt factor in determirr'ng v/heLhe' a sDr.xular act or

failjra to do something (wriethe' Cone in trie workplace or Ou'.s.ce) can be cons;dered as

unacc&ptaae behaviou', ŝ whether or not tnat behaviour cci.fd te detrimental to the

re'atic-nshjp betA-een Transnet ard its employees or betAoer? errpioyees

6 5.3 Primary Offences: these are offences tnat are considered serious ?.r\2 may :no''Jd-;

surnmary dismissa's Exar.p'es include (this I st is not exhaustive!.

• Failure cr refusal to comply v."h a lawful a-d r£3scnaoie irstructior. from a suoero*

• Gross insusordination or serious disrespect

• V/hen an errp.'oyee refuses to caT/ out an crder or irslru;t on frcn a person wr.o nas

authonly ever him ths cempany.

• When an employee, at any t̂ rne acts in s defiant cr provocstve msnner towards a

person of Butrventy in tno company
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• Dsofderiy conduct.

• !nsut>ng rudeor insolent behaviour.

• Threatening violence

• Where an emcloyse incites or irtcidates other employees whilst on 0' off djty

• Assauit.

• 3ein5 under Ihe influcr.ee cf, or D-sng h possess on ef. dnjgs ftal have a narco'Jc e"ecl,

• Being uider the influence of alcohol a! -ivorfc.

• Damage to Transne: proF-eiy. the property of other employees, clients or osrer persons

v«itn 'Ahom Tr=nsnet has dealings

• Disruption of Transnet act/ites.

• Misuse cf Trsnsnet property.

• Unauthorised possession o! a weapon on Trarisnet premises cr use, or threatened use

of any such vveapcn

• D'Scxer'y coniuct ca jslng bcd.'y injury or Carnage lo property.

• Breach cf ccntract

• Accepting or sslxit'ng money or other consideration for perfcnrinj v/srK or any c!h?r

favour in order lo favour anyone else at Tra.-isnat's expense

• Breach o! the Transnet Code of Ethics.

• Se/ua! harassment

• Absenteeism for three or more consecutive wcrxirg days wtnau*. permission

• Competing with Transnet.

• Deliberately using Transnet's tirr.e ana facil'ues for the employee's cv.-n gain

• Smoking in areas '/.•here smoking is prohibited.

• Theft

• Abusing a position o' authority.

a';- 15 of 25

0078-0970-0001-0435

TRANSNET-REF-BUNDLE-05098



788
»:fJ.M !j c a -~»5-. ..

• Giving c receiving cr any attexpt to give or receive bribes or influencing or try ng to

irfluence somebody to corruption cf any kina

• Submtting false repo-ts or making false entries on documents of Transnel.

• Fraud

• Unlawful possession or rernoval c' Tra-sce' props'!/, tie property of anither employee

or any of Transnet s cien:s or anyens else wth vtriom it has dealings

• Dishonesty

• Disclosure of confident a! Tra~sr,et r.'crrna: on

• Gross negligence

• Aetna in a negligent manner regarding :ne executon cf an employees duties, fiersby

endangering Ives or caus.pg damage to propsny

• D:sc!osure of confidential rr,ed-ca! r.fcrma'jcn, such as th= HIV status of an

vv.thcut the e-nplcyee's consent.

• A repsliron of offences fcr vvhicr- written v.̂ a-n^gs iiave been issued

• Publication or unauthorised use cf confic'entia! information or any ccrduct e.-.danse'h^

tha security of Traisnet

• Failure to ccnform to safety standards a"d procedures

• Ccntraventon of Ihe secLon 51 (1) of Ihe Public Finance Wansgerrent Act

6.6.4 Secondary Offences- the=a are effences tnat adversely impact upon Transnefs tusmess

or invcl/e conduct that is not acceptable 13 Transnet. Discirhnary action, v.+iicft may be

associated win tnese effences are warnings (vertai wnttsn and final written •.varnngs; and

eventually dismissal for a recurrence during the currency of a Jnal written wa-ning

Examples indude (Lh.is list is net exhaustive)

• Unsatisfactory attendance at work vv-th cr without a vald reason or proof.

• Unsatisfactory crr.a keeping, extended cr unauthorised breaks curing wofeng rours.

arriving late and lea.ing early.

• Unsatisfactory work performance

• Foci.ng around and'er playing during worksig hours

o'lsnuption of.'or intorference in a fsllovz-empioyee's wcrk

a.K 16 r.( 25 VI

ft
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• Minor incidents of abusive or insulting language, signs or sigra^s

• Non-adherence to Ttansnet's dress code.

• Minor incidents cf neclise.ice, cr ncn-."Jdrie'enM to. or failure to ccrrp:y w.S.i Trsnsnet s

po'icies or procedures.

6 7 Criminj! offences:

5 7 ' Crimina1 offences committed OLrtsda of err.p'oyner.t shcuii no: aLi'ornaticaly tc ro3arac<!

as cause for discipi'na-y action The mam issues !Mat fr.usi be considered are whe-vier cr

no: the offence is on? Ihot makes t*ie employee tnsuitafcla tor his wcrk cr t"s effect the

cton has en tns reputation of T.'ansn-st.

Accciintab'e CEO arc Senior Managers

Responsible Supervisors. Managers aid Senior Managers

Cors'jltsfon Affected Errp.'oyees

Informed Employees and Other Hjrran Resources dspartnents

Supports HuT ân Resources

f/oni!ors and maintains. Human Resources

P;se 1T :/' 25
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Annexure A

Emp'oyse

Pos'-ton

Department

Da'.a

Written warning

790

T R A M SW CTT

Dear

'.'.'niter, waning In terms of the D.scpSnary Coda and Procedure

Tn-s le"er serves as a written m m ng n that you breached ;ne Disc:o!T.ary Code ana Proceoj'

tie fcilowng resp«O!S) (provide da's and d~:a:'.s of misconduct)

This notice serves as a written warring vaitil for six (6) months

Th'5 warning v/ill te retained in your personnel f.le S îo<j!d you be found guilty of further offences

wh'le t'lis warning is stll in force, this warning could mfluer.ee the cer.alty 'fist i! irrpesed o i ycu

We regret that tns action has bssnnecessary and sincereV^cp* th«f your fitti'o concuc: wi,"

ms'e it ur.r.eesssary for us to 'nvoke furthsr scticn to ensure trial you mainta-n accectabie leve's cf

benaviour.

sincere.1/

Ma.T3g.er

P33? is cl 25 V
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MEM: 7 ^'O'.'Ci' Dtc p-r.zr* Core **»-i = rrc*5ire a.i sc^rr-.-ci Cy C*:o Oc!-c*fXC€ r — i..^,,, «..., f

TRWISHCT

'. We u.nders.-g'nsd employee, hereby scknoniedge thai i have wxlerstcod the contents of this tette

arri h3v? mcewed a ccpy of such letter.

Signature of Errp'oyes

Data

Signature of Witnass [>f necessary)

Date

A?
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Annexure B

Final written warning

Enolcyee

Position

Department

Date

Dear

Final written warning in terms cf the D;scipf.nary Ccce and Procecure

This latter serves as a final v.nt!=n v.srnr.j in f.st you treached the Dscchnary Code and

Procedurs in tire following respect(s). (przsi-kle da'.e and details

Tr>;$ n.-.hce serves as s final v,-;to- waT^g valid for t.vel-̂ e (12; months

Tnis warning will be retained in your personnel Tie. Sriculo you be found guiU> of furtner offences

v.*vle nis v/arnin; is stii! in force, tn:s v/aming coufd influence the penalty tnat it irrposcd on ycu

We regret that this gctioo Mas been oec«sary ano sincerely .Icpe f:at your future ccncuct ;v.\\

make it unnecessary for us to invoke further action !3 ensure tna'. ycu maintain acceptable 'evsis of

behaviour

Yours sincere1-/

Manager
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/ (fte undersigned employee, hereby acknowledge that i have ur.dersiood the cor.ten!s cftfi/s tetter

sndftave received a copy of such letter.

e o' Employee

Date

Signa'u'e of Witness lf necessary]

Dais

Pil". I1: o' 2
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ANNEXURE C

Employee name

Position

Department

Date

'.^ifcy t j r t c;:.̂ ctr- ;-:c

Suspension from duty

TTIAXSNET

Suspension from duty

794

i re'er to nur discussions regarding the allegations of misccnduct ra'soa against you. in li:ht cf :ha

gravity of the matter, I am of the view that your continued presence in the '.vcrKD'ace nifghl be

prejudicial to me investigation into the alleged misconduct.' might endanger the we'i-baing or 53'ety

of emplcyees / might endanger ths safe^ of the property of Transret

(de.'e.'a v;hichewris r&tapplicable)

Accord ngly, ycu are suspended from duty wi'-h irrmeriiate effect, v/thcut loss of pay or bene'.ts.

pending the outcome of the investijation into the siecations leveled against yiu

You may not enter Transnet s precises Cu-mg tie course of this irvestigaton

You will be notified of the outcome of the investigation vvr-en i; is finalised If it transpres tret there

is suffic-ent evidence to proceed with a disciplinary enquiry, Transnet v\̂ i' notifisd you cf the charges

and Cher relevant deta;ls in writing as soon as reasonab'y possitle.

Depending on the cix-umstances at that time. Transnet may e>tend your sjspens'cn u-,ti; the

ciscpinary enquiry has been finai.sed Arrsngtmenls v/S\ be made for yoj to consul: with

witnesses wfo are errployees of Transre*. durinc ar,y extended perod of suscension if you '.sisn

Please r.o's that this suspension coss rot in any -.vay censtjtute 3 jud^rrient ncr does it any way

iJiipiy blame in the matter. It is merely a precautionary measure in terns of th3 disciplinary cede

and procedure
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Yours sincore!y

Manager

Dato

Employee

Date

Wilness pf applicable]

Date

795
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ANNEXURE D

Notice to Attend a Disciplinary Enquiry

NAM£ OF Er/Pt-OYEE:

DATE OF NOTICE.

You are hereby netfied that a disciplinary hearr.g wi:i ba he;a on

DATE Or HEARING:

TIME O~ HEARING-

PIACE O r HEARi^G

o^rpose o4 tr.e enquiry is !o cori5.cer the fots-wrG a):ega&ens of miiconcuct coiiTi-tted by you

1. Ycu hai.'a the right to be represented si the disciplinary enqu'ry by a felloe employes. I! is ycir

respons'btJity to arrange for such representation

2 Ycu have tne right to SLbrr.it cocumsritary yvidfeoca. to call wrtr.esses and to cross-exa-rins

witnesses calied by the employer. You must make the neceswy airangements tar yojr cwi

witnesses to attand the hearing, if any of your v.itnesses are employees of Transne! you nus!

ad/ise your lmmediaie siipervisor of Uieir raTEs and details before the heanr-g. so mat tfio

necessary- arrangernenis can b9 rrade ts release them from cut/

S If you rpqijire sn intsrprslEr. please ad^ss ths person who signed tms notice sufficient;/ T\

advance of !he enquiry so that one rray be arranged for you.

4 Yet; will be gtv̂ en tne opportunity al tde diicipiinary enquiry to state ycur case and defend

yourse'.f t od in respect of ine aliegatbns of misconduri and in the delsmfnatian of a sane, on

SigoatLire

Ti'Je cf person signing nebee
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Wofe to ompfoyee.' E/ s.ym'ng f.*i.;s fo/w. v*ô  s-:,np?y eckr>o\;iedg$ that you /?ave rs-?eivec) ths notice

otthe disciplinary enquiry and >t in no \tay constitutes an admss'cn of guilt

S'gnature cf employee Date cf employee s signalure

S'gnature of vvi:ness Date cf witness's signature

797
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PREAMBLE

1. This document lays down Transnet's 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;

fo> 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, (Act
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 goals
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 falling 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 Transnet's 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 Transnet's 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. It can
also significant!*; ndvance 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 capital
projects. The various phases of the PLP are detailed below:
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Main purpose: Define project options

Main activities: Identification of commercial need
and options

Supply chain alignment: demand management and
planning, risk management and define governance

processes

Main purpose: Select most viable option

Main activities: Selection of best option - determine
optimum project solution & evaluate viability

Supply chain alignment: Define best strategic
sourcing plan to be followed and 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 & Specifications;

Procurement & Construction, Commissioning

iupply chain alignment: Tender management, if applicable
for service providers responsible for e.g. construction or
delivering of systems to implement and execute and, for

goods to utilised in the implementation/execution of
projects. Contract management and continuous risk

management

Main purpose: Close Project

Main activities: Handover, Ramping down of
resources & Project Close

Supply chain alignment: Finalise/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-1. It is not necessary that the
same EPCM service provider be utilised over the entire lifecycle 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 all 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 Transnet's 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

• Social Equity:
- Broad-Based Black Economic Empowerment (B-BBEE) and preferential

procurement

• Value for money:
- competitiveness
- 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 hypothetical^ 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. It 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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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;
• it is associated with good governance; and
• 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 Economic
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:

Ownership;
Management Control;
Skills Development;
Employment Equity;
Preferential Procurement;
Enterprise Development; and
Socio-economic Development.

21.5. 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.
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21.6. Furthermore, Transnet will encourage bidding entities to form Joint Ventures (JVs)
with biack owned/black 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 IMGP. 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 II 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 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, 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
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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 and 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 Transnet's infrastructurai 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.

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.
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Aim

Outputs

Aims of the CSDP

Increase compietitiveness. capability and
capacity of the local supply base

Growth in
local
industry

Procurement savings
Increased security of supply
Local cluster advantages

I 1
Employment creation
Poverty reduction - *

Improved SOE
performance

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 in 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 sustainability of SOCs and
government CAPEX programmes.

25.8. Procurement within SOCs reflects a number of weaknesses:
• 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 (ISIGP) 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 benefication,
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 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.
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Policy Statement

26.4. Transnet's procurement shall be conducted in a manner that is inclusive (through
increased participation of SMMEs 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. 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);

• 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.

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 bio-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. Transnet's 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, in 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 in 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:

Demand management and Planning;
Acquisition management;
Contract management
Logistics management;
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 in 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:

• 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.

The system must have the minimum of the supply chain management system
aspects reflected below prescribed by government customised to Transnet's
procurement environment.
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SUPPLY CHAIN PERFORMANCE

DATABASE/ SL.
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.
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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:

• Total procurement spend as well 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

36.2. 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. Transnet's
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;
• 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

Codes of Good Practice; and
• The Construction Industry Development Board Act No. 38 of 2000.

Ethics

37. Transnet's 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
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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 all 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 Transnet's 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;

Page 20
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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 Transnet's internal control systems;

u) utilise Transnet's assets for work purposes and not for personal benefit;
and

v) not expose Transnet's 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;

o 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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Department:
National Treasury
REPUBLIC OF SOUTH AFRICA

Private Bag X115, Pretoria, 0C01

Enquiries: Jeyrel Soobramanian Tel: (012) 315 5336 Fax:(012)315 5343
E- mail: jeyrel.soobramanian@treasury.gov.za

TO: ACCOUNTING OFFICERS OF ALL NATIONAL DEPARTMENTS AND
CONSTITUTIONAL INSTITUTIONS

ACCOUNTING OFFICERS OF ALL MUNICIPALITIES AND MUNICIPAL
ENTITIES

ACCOUNTING AUTHORITIES OF ALL SCHEDULE 2 AND 3 PUBLIC ENTITIES

HEAD OFFICIALS OF PROVINCIAL TREASURIES

INVITATION AND EVALUATION OF BIDS BASED ON A STIPULATED MINIMUM
THRESHOLD FOR LOCAL PRODUCTION AND CONTENT FOR THE RAIL ROLLING
STOCK SECTOR

1. PURPOSE

1.1 The purpose of this instruction note is to regulate the environment within which
accounting officers (AOs) and accounting authorities (AAs) may procure Rail Rolling
Stock which has been designated as a sector for local production and content.

2. BACKGROUND

2.1 The Preferential Procurement Regulations, 2011 pertaining to the Preferential
Procurement Policy Framework Act, Act No 5 of 2000 which came into effect on
7 December 2011 make provision for the Department of Trade and Industry (dti) to
designate sectors in line with national development and industrial policies for local
production.

2.2 Regulation 9(1) of the Regulations prescribes that in the case of designated sectors,
where in the award of bids local production and content is of critical importance, such
bids must be advertised with the specific bidding condition that only locally produced
goods, services or works or locally manufactured goods, with a stipulated minimum
threshold for local production and content will be considered.

2.3 To this end, the dti has designated and determined the stipulated minimum threshold for
the Rail Rolling Stock sector for local production and content.

3. SECTOR DESIGNATION

3.1 The stipulated minimum threshold percentages for local production and content for the
different classes of Rail Rolling Stock are as follows:

1
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Classes of Rail Rolling Stock

Diesel locomotives
Electric locomotives
Electric Multiple Units (EMU)
Wagons

Stipulated minimum threshold

55%

60%
65%
80%

3.2 To ensure that local production and content is discharged on manufacturing activities,
the following components which have been designated must be included in bid
invitations:

No

1
2

3

4

5

6

Component/Activity

Assembly of locomotives and EMU
Car body:
- Car body shell
- Door system
- Windows
- Seats (for coach interior)
- Lighting

Grab pillars and rails
Interior gladding
Cable and wire
Safety equipment
Pipe works and ducts

Bogie:
Bogie frame
Motor suspension unit

- Wheel sets and wheel
components
Axle and axle boxes

- Bearings
- Bolster
Coupling equipment

Coupler body
Coupler hook

- Yoke
- Pin

Draft- gear
Suspension

Shock absorbers and dampers
Springs

Heat, Ventilation and Air
Conditioning

Fabrication
Power Coating
Heat Exchangers

% local
content (3-
5 years)

100%
100%

100%

100%

100%

60%

% local
content (6
years and
above)
100%
100%

100%

100%

100%

70%
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7
8
9
10

Fans
Compressors
Refrigeration components

- Electrical components
Fasteners
Insulation and liners

Braking system
Alternators
Traction motors
Electric systems

70%
90%
65%
80%

8 0 % •

100%
80%
90%

4. INVITATION OF BIDS FOR RAIL ROLLING STOCK

4.1 Bids in respect of Rail Rolling Stock must contain a specific bidding condition that only
locally produced or locally manufactured Rail Rolling Stock with a stipulated minimum
threshold for local production and content will be considered.

4.2 AOs/AAs must stipulate in bid invitations that:

(i) the exchange rate to be used for the calculation of local production and content
must be the exchange rate published by the South African Reserve Bank (SARB)
at 12:00 on the date of advertisement of the bid.

(ii) only the South African Bureau of Standards (SABS) approved technical
specification number SATS 1286:2011 must be used to calculate local content.

4.3 The local content (LC) expressed as a percentage of the bid price must be calculated in
accordance with the following formula which must be disclosed in the bid documentation:

LC = (1 - x / y ) * 1 0 0
Where
x is the imported content in Rand
y is the bid price in Rand excluding value added tax (VAT)

Prices referred to in the determination of x must be converted to Rand (ZAR) by using
the exchange rate published by the SARB at 12:00 on the date of advertisement of the
bid.

4.4 AOs/AAs must clearly stipulate in the bid documentation that the SABS approved
technical specification number SATS 1286:2011 and the Guidance on the
Calculation of Local Content together with the Local Content Declaration
Templates [Annex C (Local Content Declaration: Summary Schedule), D (Imported
Content Declaration: Supporting Schedule to Annex C) and E (Local Content
Declaration: Supporting Schedule to Annex C)] are accessible to all potential
bidders on the dti's official website http://www.thedti.gov.za /industrial
development/ip.jsp at no cost.

4.5 For the purpose of paragraphs 4.1, 4.2 and 4.3 above, the attached Declaration
Certificates for Local Production and Content (SBD/MBD 6.2) must form part of the bid
documentation. The SBD 6.2 is for use by all national and provincial departments,
constitutional institutions and public entities listed in schedules 2, 3A, 3B, 3C and 3D to
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the Public Finance Management Act whilst the MBD 6.2 is for use by all municipalities
and municipal entities to which the Municipal Finance Management Act (MFMA) apply.

4.6 AOs/AAs must stipulate in the bid documentation that:

(a) the Declaration Certificate for Local Product/on and Content (SBD / MBD 6.2)
together with the Annex C (Local Content Declaration: Summary Schedule) must be
completed, duly signed and submitted by the bidder at the closing date and time of
the bid; and

(b) the rates of exchange quoted by the bidder in paragraph 4.1 of the Declaration
Certificate will be verified for accuracy.

4.7 Benchmark / market related prices

4.7.1 AOs/AAs are required to ensure that reasonable or market related prices are secured for
the Rail Rolling Stock / components being procured taking into account factors such as
benchmark prices, value for money and economies of scale.

4.7.2 For this purpose, AOs/AAs may approach the dti to assist, where possible, with
benchmark prices for the different classes and components of Rail Rolling Stock that
have been designated for local production and content. The dti will be in a position to
provide price references for the different products that have been designated for local
production and content.

4.8. Bid specifications for the sectors, sub-sectors or products referred to in paragraph 3
above and the price benchmarking referred to in paragraph 4.7 above must be done in
collaboration with the dti. Contact information in this regard is provided in
paragraph 8 below.

5. EVALUATION OF BIDS FOR RAIL ROLLING STOCK

5.1 A two stage evaluation process may be followed to evaluate the bids received.

5.1.1 First stage: Evaluation in terms of the stipulated minimum threshold for local
production and content

5.1.1.1 Bids must be evaluated in terms of the minimum threshold stipulated in the bid
documents.

5.1.1.2 The declaration made by the bidder in the Declaration Certificate for Local Content (SBD
/ MBD 6.2) and Annex C (Local Content Declaration: Summary Schedule) must be used
for this purpose. If the bid is for more than one product, the local content percentages for
each product contained in Declaration C must be used.

5.1.1.3 The amendment of the stipulated minimum threshold for local production and content is
not allowed.

5.1.1.4 AOs / AAs must ensure that the Declaration Certificate for Local Content (SBD / MBD
6.2) and the Annex C (Local Content Declaration: Summary Schedule) referred to in
paragraphs 4.6 (a) and (b) are submitted as part of the bid documentation.

4
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5.1.1.5 The dti has the right to, as and when necessary, request for auditors certificates
confirming the authenticity of the declarations made in respect of local content.

5.1.1.6 AOs / AAs must verify the accuracy of the rates of exchange quoted by the bidder in
paragraph 4.1 of the Declaration Certificate for Local Content (SBD / MBD 6.2)

5.1.2 Second stage: Evaluation in terms of the 80/20 or 90/10 preference point systems

5.1.2.1 Only bids that achieve the minimum stipulated threshold for local production and content
may be evaluated further. The evaluation must be done in accordance with the 80/20 or
90/10 preference point systems prescribed in Preferential Procurement Regulations,
2011.

5.1.2.2 AOs/AAs must ensure that contracts for Rail Rolling Stock / components are awarded at
prices that are market related taking into account, among others, benchmark prices,
value for money and economies of scale.

5.1.2.3 Where appropriate, prices may be negotiated with short listed or preferred bidders. Such
negotiations must not prejudice any other bidders.

6. EVALUATION OF BIDS BASED ON FUNCTIONALITY

6.1 Whenever it is deemed necessary to evaluate bids on the basis of functionality, the
prescripts contained in regulation 4 of the Preferential Procurement Regulations, 2011
and paragraphs 6 and 11 of the Implementation Guide must be followed.

7. POST AWARD AND REPORTING REQUIREMENTS

7.1. Once bids are awarded, the dti must be:
(i) notified of all the successful bidders and the value of the contracts; and
(ii) provided with copies of the contracts, the SBD/MBD 6.2 Certificates together with

the Declaration C submitted by the successful bidders.

7.2 The purpose of the requirements of paragraph 7.1 above is for the dti to among others
conduct compliance audits with a view to monitor the implementation of the industrial
development strategies.

7.3 Contractors must not be allowed to sub-contract 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.

7.4. Where, after the award of a bid, contractors experience challenges in meeting the
stipulated minimum threshold for local content the dti must be informed accordingly in
order for the dti to verify and in consultation with the AO/AA provide directives in this
regard.

8. CONTACT INFORMATION

8.1 Any enquiries in respect of Local Production and Content and all documents to be
submitted to the dti in respect of paragraph 7.1 above must be directed as follows:
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The Department of Trade and Industry
Private Bag X84
Pretoria
0001

For Attention:

MrTebogo Makube
Chief Director: Industrial Procurement
Tel: (012) 394 3927
Fax:(012)394 4927
EMAIL: TMakubefajthedti.qov.za

9. APPLICABILITY

9.1 This instruction note applies to all national and provincial departments, constitutional
institutions, public entities listed in schedules 2 and 3 to the PFMA and municipalities
and municipal entities to which the MFMA apply.

10. DISSEMINATION OF INFORMATION CONTAINED IN THIS INSTRUCTION NOTE

10.1 Heads of provincial treasuries are requested to bring the contents of this instruction note
to the attention of accounting officers and supply chain management officials of their
respective provincial departments.

10.2 Accounting officers of national and provincial departments are requested to bring the
contents of this instruction note to the attention of accounting authorities and the supply
chain management officials of Schedule 3A and 3C public entities reporting to their
respective executive authorities.

10.3 Accounting officers of municipalities and municipal entities are requested to bring the
contents of this instruction note to the attention of the supply chain management officials
of their municipalities and municipal entities.

10.4 Accounting authorities of Schedule 2, 3B and 3D public entities are requested to bring
the contents of this instruction note to the attention of the supply chain management
officials of their public entities.

11. NOTIFICATION TO THE AUDITOR-GENERAL

11.1 A copy of this Instruction Note will be forwarded to the Auditor-General for notification.
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12. AUTHORITY FOR THIS INSTRUCTION NOTE AND EFFECTIVE DATE

12.1 This instruction Note is issued in terms of regulation 9(2) of the Preferential Procurement
Regulations, 2011 and takes effect on the date of issuance.

PRAVIN J GORDHAN

MINISTER OF FINANCE

DATE:
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Negotiation Strategy
1064 Locomotives

IRANSNEr

Negotiations Baseline Worksheet - Price i^^^^^^^^^^^^^^^^^^^^^^^^^^H^^^^I

Negotiation Point:

Current Offer:

Negotiation Issues:

Comments

Base Price - foreign exchange impacts

Forex hedging cost not part of price offer

Limit foreign exchange impacts - ideal situation is full Rand based contract

Change in price relating to foreign exchange movements - upward movements to be limited

Most Desirable Outcome (MDO)

Rand based contract with Fixed Price
including hedging costs (supplier
manages hedging contract) - price
premium for hedging costs at less than
market related rates

Due to weakness of Rand Transnet must
have the ability to participate in Rand
strength

Least Acceptable Agreement (LAA)

Multi-currency contract - Transnet manages
hedging contracts

Due to weakness of Rand - no upside for
Transnet

Target Agreement

Rand based contract with Fixed Price
including hedging costs (supplier manages
hedging contract) - market related price
premium for hedging costs.

Due to weakness of Rand Transnet must
have the ability to participate in Rand
strength

Negotiator: Approver* :

Outcome:

Date:

Signed:
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Negotiation Strategy
1064 Locomotives

IRANSNEr

Negotiations Baseline Worksheet — Price ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ H ^ ^ ^ ^ l

Negotiation Point:

Current Offer:

Negotiation Issues:

Comments

Base

Price

Limit

Price -

offered

impact

impact of TE

excludes additional cost of using TE

to price for using TE

Same price offered as was used for
evaluation - i.e. no change in price for
use of TE

Price offered is 20 % greater than price that
was used for evaluation

Target Agreeme

Increase in Price is less than 20 % that the
price was used for evaluation

Sign Off

Negotiator: i Approver*

Outcome:

Date:

Signed:
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00
(JU
(JJ

0078-0970-0001-0482

TRANSNET-REF-BUNDLE-05145



Negotiation Strategy
1064 Locomotives

"IRANSNEr

Negotiations Baseline Worksheet — Price ^ ^ ^ H fl^^^l

Negotiation Point:

Current Offer:

Negotiation Issues:

Comments

Capital Acquisition Costs - Set up costs

Included in Capital Acquisition price :

We need a detailed understanding of the plan to set up operations in South Africa. Consideration to the use of TE
production lines already in use in SA - could significantly reduce the set up costs

Most Desirable Outcome (MDOd

Reduction of R 500,000 on price per loco

This aspect will be negotiated based on
the bidder specific situation.

|Least Acceptable Agreement (LAA)

Accept price provided

This aspect will be negotiated based on the
bidder specific situation.

Target Agreement

Reduction of between R 100,000 and
R 500,000 on price per loco

This aspect will be negotiated based on the
bidder specific situation.

Off

Negotiator:

Outcome:

Date:

Signed:
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Negotiation Strategy
1064 Locomotives

IRANSNEr

; Commercial tM^ Jim J^ ^L ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ H ^ ^ ^ ^ H
Negotiations Baseline Worksheet- Price ~]^R | H ^ 1 H I I ^^^^^^^^^^^^^^^^B^^^H
Negotiation Point:

Current Offer:

Negotiation Issues:

Comments

Break Pricing - reduce risk and cost under breach

Price changes due to breach

Price remains fixed - no risk of additional cost to Transnet

Transnet view on break pricing — no compensation for loss in profits - (no cost to Transnet for unallocated
overheads on uncompleted units)

No compensation for loss in profits. Only
50 % of related sunk costs paid for.

i AgreemejffLAA)

Break pricing as offered by bidders

Target Agree

No compensation for loss in profits. Only
related sunk costs paid for.

Outcome:

Date:

Signed:
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Negotiation Strategy
1064 Locomotives

IRANSNErwr
Commercial w
Negotiations Baseline Worksheet - Price > |

Negotiation Point;

Current Offer:

Negotiation Issues:

Comments

Batch Pricing

Price changes based upon quantity ordered

Price remains fixed as if order placed for full 599 electric or 465 diesel

t Desirable Outcome (MDO)

Remove batch pricing

Least Acceptable Agreement (LAA)

Remove batch pricing

Target Agreement

Remove batch pricing

Negotiator.

Outcome:

Date:

Signed:

Page 12 of 12
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BUSINE:
DEVEL

ERVICES
NT

CSR (HONG KONG] CO., LTD.
(Reg. No.: 39133264-000-04-14-4)

with

TEOJJESTA GROUP LIMITED
[Reg. No.: 156268)

Or its NOMINEE

AGREEMENT NO.: CSRHK20150102359

AGREEMENT DATE: MAY. IB, 2025

0078-0970-0001-0486

TRANSNET-REF-BUNDLE-05149



I

This Agreement Centered into by and between the following parties*.

Tequesta Group Limited (hereinafter, referred to as TEQUESTA"), H company duly incorporated
and existing underthe laws of Hong Kong, duly authorised and represented by the person signing
this Agreement.

"TEQUESTA" ) —

And

CSR {Hong Kang) Co., Ltd. (hereinafter referred to as the "Company"), a company duly
incorporated and existing under the laws of Hong Kong, and having its registered offices at Room
4112, 41/F, Office Tower, Convention Plaza, Wanchai, Hong Kong, duly authorised and
represented by the person signing this Agreement.

41 m 4112 M,

838

(Herainaftar, TEQUESTA and the Company may be individually referred to as a "Party", and
collectively as "the Parties".)

TEQUESTA %\&%

Confidential: Business Services Agreement Mo. CSRHK201S0102359 -CSRHK&TEQUESTA
Page 2 of 19
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WHEREAS:

A. TEQUESTA, with its long subsisting relationships In the territory of South Africa
(hereinafter "The Territory") has acquired a familiarity with regulatory, soda I, cultural and
political framework whereby it Is capable to closely co-ordinate with the designated
authorities to comprehend the applicable Government policies, identify the opportunities
of participation in various Government and Private projects, lend consultancy on
participating in various tenders and bidding processes and thus facilitating trade of goods
and services concerning such projects.
TEQUESTA

The COMPANY is a global company specializing in the manufacture of Electric Locomotives
and Spare Parts for the same, with a focus on emerging markets. The COMPANY has
approached TEQUESTA to provide advisory services in respect of the Project, for
expanding their business in the Territory and help it in achieving their BEE (Black Economic
Empowerment) objectives in the Territory en a long-term basis.

The Parties have, after mutual efc-uai/j-.'i, ^oknowtedged and agreed that they have
suitable and complementary resources to jninr.'y .harness the opportunities in the Territory
through a Business Development Services Agreement, whereby TEQUESTA will play active
role in providing advisory services in respect of the Project, Business development and BEE
structuring and management In the Territory.

BEE

In view of the above-set background, the Parties have agreed to reduce in writing their
mutual understanding and their respective fundamental interests, rights, duties,
obligations and liabilities in relation to the agency, their respective roles in this regard, the
terms and conditions on which the Parties would implement the agency relationship and
certain other matters thereto.
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1. Definition; and Interpretation

1.1. Definitions

840

Certain terms are defined within the recitals and within the body text of this Agreement
In addition, the following terms shall have the following meaning:

"Affiliate"

'Agreement"

means, with respect to any Person, any other Person that, directly
or Indirectly, through one or more intermediaries, controls or Is
controlled by or Is under common control with such person.

means this Agreement, Including the recitals and schedules hereto,
as the same may be varied or amended from time to time in
writing by agreement of the Parties;

"Agreement Date"

"Business Day"

"Force Majeure"

"Person"

shall mean a;;d refer to May 18,2015; being the date of execution
of th"5 Pjiw.nEni;

manfiii .••;/ •:?;?;• r.."j which banking institutions in Hong Kong are

means any of lfts following events or occurrences: (i) Acts of God,
such as fires, floods, thunderstorms, earthquakes, unusually
severe weather and natural catastrophes; (ii) civil disturbances,
such as strikes, lock outs and riots; (ili) acts of aggression, such as
explosions, wars, and terrorism which are not foreseen; or (iv)
acts of government or actions of regulatory bodies which
significantly inhibit or prohibit either Party from performing their
obligations under this Agreement

; CHi rtiSL.
(0)

includes any individual, company, corporation, firm, partnership,
consortium, Joint venture or association, whether a body
corporate or an unincorporated association oF persons.
& A k̂  ±± &f) £{k±& ̂ S
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"Product"

"Project 359*

means the Company's related products and Services.

refers to any portion of the Tender for the supply of 359 Electric
Locomotives (22E) to Transnrt SOC limited. South Africa
(hereinafter "the Client").

* Transnet ^ 359

Territory"

Third Party"

"Nominee"

means the Republic of South Africa.

means a person who is not a Party to this Agreement and does not
include Affiliates of any of the Parties.

means any juristic person or Company that may be nominated by
TEQUESTA from time to time to continue with and fulfil the
obligations of this Agreement and/or to provide the necessary
Invoices Tor executing the commercial aspects of this Agreement

"BEE"

1.2. Interpretation

warn; f~;n;4 ••o^fomic Empowerment as set out in the BEE
C.h^M-'.:i I:*. .'<•<?)•'ItfcofSouth Africa

1.2.1.References to this Agreement or to any other instrument shall be a reference to this
Agreement or that other instrument as amended, varied, novated, or substituted
from time to time.

1.2.2.The headings in this Agreement are for ease of reference only and shall not affect
the Interpretation or construction of this Agreement

.References to Recitals, Clauses and Schedules are references to recitals, clauses and
sub clauses and schedules to this Agreement

12.4.Words Importing the singular number shall Include the plural and vice versa and
words importing the masculine gender shall include the feminine and the neuter
gender and vice versa.

841
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1.2.5.Each of the representations and warranties provided in this Agreement are
Independent 'of other representations and warranties and unless the contrary is
expressly stated, no Clause In this Agreement limits the extent or application of
another Clause.

842

1.2.6."ln writing" Includes any communication made by letter or fax ore-mall.

1.2.7.The words "include", "including" and "in particular" shall be construed as being by
way of illustration oremphasis only and shall not be construed as, nor shall they take
effect as limiting the generality of any preceding words.

1.2.8.References to a person shall be construed so as to Include:

1.2.8.1. Individual, firm, partnership, trust. Joint venture, company, corporation,
body corporate, unincorporated body, association, organization, any
government, or state or any ager.cy cf a government or state, or any local or
municipal authority or othsr governmental body (whether or not in each
case having sep3re;.e '?tf>.! j ^vms ' i t y ) ;

1.2.8.2. that person's sucLi.'5.so<ri :» vi;:.-: ;>.nd assigns or transferees permitted in
accordance with thetsrvrts c t ' t fe A-jreement; and

: ID

1.2.9.References to a person's representatives shall be to its officers, employees, legal or
other professional advisers, sub-contractors, agents, attorneys and other duly
authorized representatives.

3.2.10. References to statutory provisions shall be construed as references to those
provisions as are respectively amended or re-enacted or as their application
Is modified by other provisions (whether before or after the date of this Agreement)
from time to time and shall include any provisions of which they are re-enactments
(whether with or without modification).
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1.2.11. All warranties, representations, indemnities, covenants, guarantees, stipulations,
undertakings, agreements and obligations given or entered into by more than one
person are given or entered Into severally unless otherwise specified.

1.2.12. In the event that the date on which any act or obligation specified in this
Agreement to be performed falls on a day which is not a Business Day, then the date
on which the act or obligation is to be effected or performed shall take place on the
next Business Day.

1.2.13. This Agreement is the result of negotiations between, and has been reviewed by,
the Parties and their respective counsel, Accordingly, this Agreement shall be
deemed to be the product of the Parties, and there shall be no presumption that an
ambiguity should be construed in favour of or against any Party solely as a result of
such Party's actual or alleged role In thedrafting of this Agreement.

2. Scope and Purpose of the Agreement ar-d hey principles

2.1. The Parties have entered uv.o t--''. '
regards their relationship* ami $*>••: ^ .
and implemented thrash t.'iiy A.'/ \ •

r:.-^w.>: I T record their mutual understanding as
\-^ "T •f.h'r.h such relationship shall be effectuated

2.2. The scope of this Agreement Is the regulation of the rights and relationships of the Parties,
both among themselves and with respect to Third Parties, with the aim of identifying,
preparing and executing deals to supply the Company's Services In the Territory.

2.3. In order to achieve their joint commercial objective, the Parties shall operate this
Agreement as per the terms and conditions set out herein.

2.4. Each Party agrees to co-operate with the other Party on the best effort basis.

2.5. Each Party hereby agrees and undertakes towards the other Party to perform and
observe all of the provisions of this Agreement

2.6. The Parties acknowledge that the broad parameters for the conduct of this Agreement
(subjea always to the terms and conditions of this Agreement) are to enable increase of
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the market share of Company's Services in the Territory and enhancement of the
economic value of the Parties.

3. General Conditions of appointment

3.1- The Company hereby appoints TEQUESTA to provide advisory and consulting services in
respect of the Project and to aid Business Development and to assist in achieving the
Company's BEE objectives in the Territory.

TEQUESTA

3.2. The Parties hereby agree and acknowledge that they are independent contractors. No
partnership, joint venture or employment is created or implied by this Agreement.

33 . The Company has advised TEQUESTA that a previous Agreement had been signed
between CSR Zhuzhou Electric Locomotive Co., Ltd. and I I Trading FZE (hereinafter
referred to as the "JJT*). However, the Company advises TEQUESTA that in the event that
JJT disputes o r contests the cancetot'on or nor. payment In a court of law and if the Court
decrees that the Agreement with JJT is va?i.-i ,-.<•- ths mutual agreement is reached between
TEQUESTA and JJT, then the fir.sw&ii « ;S!S^5i ion to JJT, {which will not exceed the
retention amount, that is iS% ot V-c -x,^ *,',y..unt payable to TEQUESTA under this
Agreement) will be deducts* t"w- i.:: ~;;,:.v,<-;" Maineri from TEQUESTA as per Clause
6.1.6 and the balance (if there, is) v,-!i! ir^cr i-,t- paid to TEQUESTA within thirty (30) days
after the Company receipt or' the -ait {tevmefit and/or return of all bank guarantees
released by trie Client, whichever occurs later. Under this circumstance, the invoices with
retention to the Company shall be not claimable and returnable to TEQUESTA. TEQUESTA
shall resolve dispute with the JJT through amicable consultation and ensure there is no
further dispute with the Company from either side.

S^VF TEQUESTA, ?S£t!3W%;27#W^lfi&*0:t»i&Bg-*5 JJ Trading FZE (2 .
"JJT" ) & i T 7 ~ t - M t . a&m, &*}&& TEQUESTA. $0^ JJT & & g ±

&&J$L&&9Lm&&fi£tiLttikf ®8t&feM&5 JJT #JtWj&<£# TEQUESTA fD
JJT i&£&|Bltfri£, m&rt JJT ^ e t ^ - ^ H i (&faVLT$Ltt& TEQUESTA &&&] 15%

6. 1. 5 M TEQUESTA 09

30 - ? * B f c f t & TEQUESTA.
TEQUESTA ^ R S ^ j g S : ^ - TEQUESTA. TEQUESTA

JJT

3.4. During the period of the project, any penalty enforced by the Client to the Company shall
be taken by TEQUESTA and deducted from the Advisory Fee as per Clause 6.1.1, except
that caused by the fault of the Company, such as failure to deliver or product defect.

TEQUESTA * £ , ftJk 6.1.1

4. Duties and Responsibility of TEQUESTA
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TEQUESTA

4.1. TEQUESTA shall provide advisory services in respect of the Project and will assist the
company to improve its market share In the Territory and continue good relations and
achieve milestones with its clients.
TEQUESTA

4.2. TEQUESTA shall* not make any representation on behalf of the Company except in
conformity with the written instructions issued by the Company.
TEQUESTA ? £ f O c

43. TEQUESTA will inform the Company timeously in writing if it wishes to appoint a nominee
to carry on with the provisions of this Agreement in its place.

4.4. TEQUESTA shall provide advice and assistance to the Company on the process of the
Contract and normal performance by the Company to ensure the smooth execution and
the success of the project. And especially, undertakes support and assist the Company-for
the timely payments and/or return of bank guarantees released by the Client until the
fulfilment of all rights and obligations of the finished contract.
TEQUESTA

5. Duties apd Responsibility.; cf IJ'(.' <'•:' - .; • •

5.1. The Company shall on its ftwn m^;a nace^yry submissions of proposals and documents
as per the requirements of the b'/Jding documents, wherever applicable, in the most
competitive manner.

5.2. The Company shall be responsible to study, understand and interpret the requirements of
the bids or offers on its own or In conjunction with its Partners and TEQUESTA shall in no
way be liable for any misconstruction of any clause mentioned therein.

^ . TEQUESTA

5.3. The Company shall alone be responsible for complying with all conditions and for all after
sale support services to the clients and TEQUESTA shall not be obligated for any
consequent liabilities arising out of the same, whatsoever.

&%&5W. TEQUESTA

6.

mm,
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6JL1. For the Project-related Advisory Services provided by TEQUESTA, as detailed In
Annexure-'A", TEQUESTA shall be entitled to an Advisory Fee of 2154 (Twenty
percent) of the Contract value of Project 359 awarded to the Company, based on 2%
(Two percent) of the Contract value as the success fee and 19% (Nineteen percent)
of pro-rata to the milestone-based payments received by the Company from the
Client The Company has already paid 33% of the Contract value (R706,770,480.00)
to 1TT up to the Agreement date. The total payable amount to TEQUESTA under this
Agreement is 17.1% of the Contract value {R3,098,916,720.00).

KISRH* A *>fcX$l TEQUESTA i t ^ f t ^ g ^ M g r t O l S S - . TEQUESTA

o

g-TEQUESTA. fJ
3.9% (706,770,480.00 * m £ JJT.

.1%i£ TEQUESTA, &BP 3,098,916,720.00 £

The amount indicated in Clause 5SJ. above shafl be payable as follows:
6.1.1

6X2.19% of each payment to be made by the Client to the Company shall be due and
payable to TEQUESTA when the Company receives the payment- Namely, each time
the Company receives a payment from the Client as a percentage of the total
Contract value, same proportion of the Advisory Fee shall be paid to TEQUESTA

6.1.3-All invoices to the Co mpsr.y ?•"••
payment by the Client to t'v* ' . : : :

Contract be suspencJed or ti ••/.!.
completion, then the Advisory' ?
suspended or reduced in ;yo;K
Contract

TEQUESTA

..j

fo TEQUESTA

-;-.!£-i by TEQUESTA subject to the actual
c.';<r.'';in:e with the Contract Should the
*hri Cit'.nf or by the Company prior to Its

i ;?:»iij to TEQUESTA shall be accordingly
.. the rsd'Jrtion of payments under the

TEQUESTA

6.1.4.AII Invoices will be paid in the Contract payment currency. If TEQUESTA wishes for all
payments to credit In USD In equivalent, TEQUESTA accepts the exchange rate at the
time of the payment to be received by the Company from the Client or the payment
to be released by the Company to TEQUESTA.
mW^Iat£!££[=H-f&fii15S:tt. ft& TEQUESTA fc
WH7C, TEQUESTA &&g£/*£&-3]ft&tt55c:£2-3]£ TEQUESTA

m.
6.1-5.Trie Company shall retain an amount of 15% of each Invoice value and pay the

balance to TEQUESTA within thirty (30) days of receipt of payment by the Company.

£• TEQUESTA.

6.1.6.With each payment, the Company shall submit a proof of payment as well as a
Statement confirming the amount retained towards the 15% Retention amount, to
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TEQUE5TA. Each Statement shall show the current retention as well as the

cumulative amount retained as on the date of statement.

8 £ 8 * J ! g TEQUESTA-.

6.L7.When the final payment Is receh/ed by the Company from the Client and/or return of
all bank guarantees released by the Client for this project, whichever occurs later,
the full and final payment shall become due to TEQUESTA within thirty (30) days.
This would be the final payment of Advisory Fee as well as all the retained amounts
so as to leave a zero balance owing to TEQUESTA on the statement

£ TEQUESTA.

TEQUESTA

6.1.8.Each side shall be respectively bome its own income tax and other types of taxes (if
any) may be levied by and banking charges related to the payment according to
Hong Kong laws.

7. Term grid Tgrmination

7.1. This Agreement shall be effa •:•:;<'• 2 tfir. £::>: A-ir-:erncnt Date and will remain valid fora
term that Is concurrent witii a:vd cqu-:<! Co the ts'/m of the Project.

*&&&#&-15 -Si 2 ft fr

7.2. Notwithstanding the aforementioned, if either Party hereto commits a breach of this
Agreement or defaults In the performance of any obligation hereof, and if such default or
breach is evidenced and not rectified within 14 (fourteen) business days after the same
has been called to the attention of the defaulting Party by a written notice from the other
Party; then the non-defaulting Party, at its option, may thereupon terminate this
Agreement by submitting a written notice to the other Party.

14

7.3. Any expiration or termination of this Agreement pursuant to Clause 7.2 shall be without
prejudice to any other rights or remedies to which a Party may be entitled hereunder or
at law and shall not affect any accrued rights or liabilities of eitherParty.

8.

8.1. Each Party undertakes to cause its employees, agents, and Affiliates, as long as they are
associated with terms of this Agreement, to respect and comply with this Agreement.
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In any case, each Party undertakes to collaborate in good faith with each other to avoid
or minimize any disadvantage or harm affecting the other Party.

8.2. The provisions of Clause 9 shall continue to apply following the expiration or termination
of this Agreement and for a period of Five (5) years thereafter.

9. Confidentiality.

9.1. During the course of this Agreement, one Party (the "Disdoser") may, on a case-by-case
basis, disclose to the other Party (the "Recipient") certain Confidential Information all of
which shall be regarded as confidential. "Confidential Information" means any
information as the Disdoser may from time to time provide (or have supplied or disclosed
on its behalf) to the Recipient, Including all financial or other information relating to its
business affairs or the business affairs of the Affiliates, whether orally or in a written,
physical or visual form, regarding the products, activities, Including (without limitation)
data, software systems, information t-.chnolc:^/, products, applications together with
analyses, compilations, forccasti, v.rdc? or otfser documents prepared by the Discloser
(including, but not limited to, l.:v.',-v•-:. ••:-• M - t ^ i t i , consultants and financial advisers)
and/or Its Representatives vi\i'«h • ••••• '•••• .-•:- o'iu rv/ine reflect Information about the
Discloser and/or its Affiliates.

SIS,

9.2. The Recipient shall at aU times during the term of this Agreement and for a period of five
(5) years following its termination, hold all Confidential Information which it acquires
from Discloser under the terms of this Agreement, or otherwise, in strict confidence and
shall not disclose such information to any third party orduplicate, transfer, or use directfy
or indirectly, the Confidential Information other than in Recipient's performance of its
obligations under this Agreement

The foregoing restrictions shall not apply to any information which: (i) is or becomes
generally available to the public other than as a result of a breach of obligation by
Recipient; or (li) is lawfully acquired from a third party who owes no obligation of
confidence in respect of the Information; or (lil) Recipient is required to disclose by law
(provided that Recipient shall assert the confidential nature of the Information and give
immediate written notice to Oisdoser and assist Discloser in obtaining a protective order
against such disclosure).
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9.3. Upon request of Disdoser, or upon the expiration or any earlier termination of this
Agreement, Recipient shall promptly return all copies oF the Confidential Information in
whatever form or media, to Discloser or, at the direction of Discloser, destroy the same.
Recipient shall certify In writing to Discloser such return or destruction within ten (10)
days of the date of Discloser's request.

a.

849

9.4. Subject to all other terms oF this agreement, this Agreement and Its Annexes are also
Confidential Information and either party shall not disclose, advertise or pubDsh the
terms or conditions of this Agreement or the Annexes without the prior written consent
of the other party.

10. Miscellaneous

10.1. All notices required or •-; rr.
shall be given to tJic o':\".:; •

10.1.1. delivered to
prepaid);

sn under this Agreement shall be in writing,
•: daumed given to a Party when:

jri.-jr-ss by hand or by overnight courier service (costs

10.1.2. sent, if sent by facsimile (with confirmation by the transmitting equipment); or

10.13. received by the addressee, if sent by certified mail, return receipt requested;

in each case to the following addresses and facsimile numbers and marked to the
attention of the person (by name or title) designated below (or to such other address,
facsimile number orpersonasa Party may designate by notice to the other Party):

TEQUESTA:
TEqUESTA Group Limited
For the attention of: Mr. Salim Essa
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4

The Company:
CSR (HONG KONG} CO., LTD.

For the attention of: Mr. Yao Xingzhong

All correspondence, exchange of information, documents between the Parties, with
Customers/third parties shall take place In English language.

10.2.No Party may assign any Interest, benefit, right or obligation under this Agreement to any
Person without having obtained the prior written consent of the other Party. It shall be a
condition of any assignment that the assigning Party gives prior written notice to the
other Party and to the Third Party Including any Authority (if required by Law or any
contract) of its intention and that such Person, provides prior written confirmation that it
does not object to such intended assignment, and with respect to an assignment to non-
Affiliates that the other Party provides prior written confirmation that it does not object
to such Intended assignment Furthermore, it shall be a condition of any assignment that
the new participant shall have to ratify this Agreement fn writing and accept to be bound
by and adhere to the provisions of this Agreement, and In any event of assignment to an
Affiliate as specified above, the assigning Party shall continue to guarantee the
performance of the new participant under this Agreement and in any event of assignment,
it shall also continue to be bound by the exclusivity and confidentiality provisions set
forth herein.

10.3.lf any provision of this Agreement is or becomes illegal, unenforceable or invalid under
the law of any Jurisdiction applicable to the Parties, neither the legality, validity or
enforceabilrty of the remaining provisions of this Agreement nor the legality, validity or
enforceability of such provision under the law of any other jurisdiction shall be in anyway
affected or impaired thereby; provided, however, that if such severabllity materially
changes the economic benefits of this Agreement to a Party, the Parties shall negotiate
an equitable adjustment In the provisions of this Agreement in good faith.

lOAThls Agreement (including any annexes thereof) sets forth the full and complete
understanding of the Parties as of the date of execution of this Agreement and
supersedes all other prior negotiations, agreements, and understandings of the Parties
with respect thereto. No Party shall be bound by any other obligations, conditions or
representations with respect to the subject matter of this Agreement
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10-5.No waiver of any of the provisions of this Agreement shall be deemed to be or constitute
a waiver of any other provision whether similar or not No single waiver shall constitute a
continuing waiver.

10.6.Neither this Agreement nor any of the terms hereof may be amended, supplemented,
waived or discharged unless the Parties so agree In writing.

#35, SSfcStfKfc,

851

10.7.Nothing in this Agreement, except to the extent explicitly provided, shall be construed to
create an association, trust, partnership, joint venture, or other fiduciary relationship
between the Parties or to impose a trust or partnership duty, obligation or liability
between the Parties. No Party shall by virtue of this Agreement be deemed to be the
representative of the other Party for any purpose whatsoever, and no Party shall have the
power or authority as agent or iii finy either capacity to represent, act for, bind, or
otherwise create or assume aa-/ o;^..--^':-'' on fcshaif of any other Party for any purpose
whatsoever, except specifically aji.iv:*1.1' ir. •<••••' ;>5 t y the other Party.

10.8.This Agreement may be executed in one or more duplicate counterparts and when
executed by all of the Parties shall constitute a single binding agreement

10.9. Neither Party hereto shall be liable for any failure to perform its obligations under this
Agreement due to a Force Majeure event In the event of Force Majeure the Parties shall
evaluate the obligations affected by the Force Majeure event, and shall mutually agree in
writing on the measures to be taken or on the effect of such Force Majeure event on the
Parties' obligations hereunder. The Parties may agree that performance of a Party's
obligations shall be suspended during the period of existence of such Force Majeure
event as well as the period reasonably required thereafter to resume the performance of
the obligation. The Parties shall use their best reasonable efforts to minimize the
consequences of this Force Majeure. In the event of Force Majeure the Parties, shall
discuss and mutually agree on the continued co-operation between the parties. Including
the necessity of termination of this Agreement.
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. xz

10.10. Nothing expressed or implied In this Agreement Is intended or shall be construed to
create or extend any-rights or benefits to any third party, other than the Parties hereto.

10.11. Except to the Extent of indemnification obligations related to Third Party claims,
neither Party hereunder shall be liable for special, incidental, exemplary, Indirect,
punitive or consequential damages arising out of a Party's performance or non-
performance under this Agreement, whether based on or daimed under contract, tort
(including such Part/sown negligence) or any other theory at law or in equity.

If,

11. TEQUESTA Banta'np. details

TEQUESTA

Any changes to the above banking details of TEQUESTA will be advised by TEQUESTA to the
Company in writing. In the event of the Company receiving what appears to be an instruction
from TEQUESTA, amending the TEQUESTA banking details, the Company shall only be entitled
to act upon such instruction if it was received in writing from, or confirmed in writing with, the
signatory to this Agreement.

TEQUESTA S&tfEnJ&iBff l fc l&^l . ft£&f]&I!) TEQUESTA
. TEQUESTA #4 f fe

12. Binding Effect

With effect from the Agreement Date, this Agreement shall become unconditional and a legal,
valid and binding obligation of each of the Parties.
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f

IN WITNESS WHEREOF the Parties have executed this Agreement on the data and at the place
mentioned below.

2015SIGNEDAT SltAjk&K ON THIS THE 18™ DAYOF MAY

For and on behalf of TEQJftftJf&tSHil* UMfTED:

Name: Mr. Sntim Essa N % _ * Designation: Director

Signature^

SIGNED AT ON THIS THE IB™ DAYOF MAY 2015

Name: Mr. Guo Bfngaiana ^ ^ - " * "-. *.;., ..;:: i; i".. AuthorircdSignatory

5lgnature:_
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Annexure-A

Statement of Advisory Services to be provided by TEQUESTA to the Company in respect
of the Project as defined LD Clause 1.1 of this Agreement
TEQUESTA Gj

TEQUESTA, with its long subsisting relationships In the territory of South Africa has agreed to
provide the Company with the following services as part of its Advisory and Consulting Services on
the Project
TEQUESTA,

855

1- Advise the Company on the regulatory, social, cultural and political framework in South
Africa with respect to the Project;

2. Identify the various opportunities of participation in various Government and Private
projects, leading to the shortlisting and focus on the current Project as contemplated in
this Agreement;

3. Closely co-ordinate with rhs rf?i>$.o;i'!>d authorities to comprehend the applicable
Government policies and advice {*••<• C-vn}-any accordingly to ensure smooth execution of
the Project;

4. Provide consultancy on participant :;»t'ie Tenders and bidding processes related to the
Project on an ongoing basis;

5. Assist the Company in negotiating with the Client on pricing levels in relation to the
Project;

6. Assist the Company in Increasing their footprint in Government and Private Projects in
South Africa.

It is hereby noted and agreed between the parties that the above services are provided as a pre-
Project service and will conclude on the Company signing the Contract for the Project with the
Client The Company will not require any proof of delivery of the above services since it is
understood that the Project would not have materialized without the active efforts of TEQUESTA
to provide the Services listed above.

TEQUESTA
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Privats and Confidential

Draft

IRANSNEf

i-

L

INVESTIGATION

OPERATION DIVISION: Transnet SOC Ltd

TIA CASE REF NO: To be confirmed

TIP-OFFS NO: NJA

FORENSIC FIRM LEADER

DATE OF REPORT

BUDGET HOURS

ACTUAL HOURS

Lionel van i onder

14 June 201£Wi>

160 hou'i;sCRji!?.team member (6 team members)
\--7r- • . . . . - -^

VARIANCE MmO ^%u

MATTER INVESTIGATED: N i § X A>> ^ h ,

Assisting iransnet SOC Ltd (JTsransnet") with aVdrens'ic investigation info-allegations in the

media pertaining to a possible cGfp|t?af^interest irv;ql^.ipg Mr Iqbal Sharma ("Mr Sharma").

1. PriceV/aterhourseGQbpers
KV

was "appointed to assist with a forensic

relate to a

Transnet's Board

investigatibpwelatifigUq allegations, in the media. These allegations rel;

rC"-.!^'vM?-?%^con^'S'^'nteres.t;\hy.oJving;Llv1r Sharma, Chairperson of Transnet':

(-.'T;>j Acquisitions. ancT\'Bisposals Goi^jnittee ("BADC), which evaluated tenders in

Np'Os respect of't^e'^cquisll.is^of new locomotives for an amount of approximately R5I"1

("the loosriiotive contract").

2. Duringlbur mee^ng on 31 July 2014, v/e were briefed and provided with a copy of

a newspaj^r ' /atas (Mail ^ -Suardian, dated 4 Julv ^^14^ containing the

allegations involving Mr Sharma.

3. As per the said article, Mr Sharma was at all relevant times a non-executive'

Director of Transnet and the Chairperson of the BADC, which evaluated tenders in

respect of the acquisition of new locomotives for an amount of approximately R50

billion.

Lii)

This draft rspcrl is tor managsmenl Infcrma'jon and Internal discussion purposes only. I! nay not be used lor ar.y other
purpose or distributed lo any third paly without our prior written consent
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4. The successful bidders, (all foreign entities), v/ere required (in terms of their

contracts with Transnet) to procure 60% of their components from the South

African market.

5. As per the media report, it was alleged that Mr Sharma acquired a share in an

entity styled "VR Laser Services" (name that/aggeared in the newspaper article,

which refers to "VR Laser Services (P^J^lltd", ("VR Laser Services")), an

engineering company that manufactyjle&.f'^a/^ types of vehicle hulls for any

original equipment manufacturer^/^ was alsoSajjeqed that the said share was

acquired shortly prior to thB^arVriouncemsnt of 'itjevwinning bidders on the

locomotive contract. X'SK \%v

6. As per the newspap\§ga]£icje, it was alsajaijeged that the winning bidders, pric

the awarding of the lo^o^UverContract, performed a site visit at the premise

prior to

premises o

VR Laser Services toXassess^trje^-.p^ossibilify^of subcontracting to VR Laser

Services;!^; ' :^-^ v: :^ ^S. x-^

7. The newspaper article also 'alleged that, shortly after Mr Sharma's share

which Messrs Rajesh Gupta ("M

have a share, also acquired a share in

our meeting on 31 July 2014, we were also requested to include th

Dbss'iBle unauthorised disclosure of confidential information relating to the mattele hoiii

in our mandate?-/

2. LIMITATIONS

1. We draw your attention to the following limitations:

a) The contents of this report is strictly confidential;

b) We conducted the investigation in terms of our mandate, on behalf of

h

This draft roport is for nanagemenl in'onnation and internal discussion purposes only. It may not be used for any other
purpose or distributed to any third party wilhout cur prior written consent.
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Transnet;

c) The scope of our work was limited to an analysis of documentation and

information made available to us and specific enquiries undertaken to pursue

our mandate;

d) We have not verified the authenticity or validity of the documentation made

available to us. In some instances we were only allowed to review the

documentation, without being authorizeaMo make copies of the said

documents; /z\,Y

e) Probity search results returned and^qsea;aurjng the course of this assignment

are limited to publicly availablej^nfoffnation majie available by the Companies

and Intellectual Property GqrjfrtTission ("CIPC"j>v3rkthis regard we also had

sight of relevant entities'&'sbare registers. We'̂ -nrannot guarantee the

authenticity, validity and compleienjess ofjsych information)^

We have includ'eci:'information that"we>bbtained verbally in this report. We

cannot verify that tn'is Information is crediole or truthful;
0

g) If additional or new^lgcumehthtTon or infotrjjation is brought to our attentioncu

tf

matio

•

b

h)

ubse'vi'tfeR^tft the datetof.this r.ffp.ort4;'v/hich vvijiiJld affect the findings detailed

befovv, v;e reserve the rigfitiioraijiend ana^qualify our findings accordingly;

Any^KEommendations made; in this report should only be acted upon afte

• >co n su ItatiQ/p <witj3-youp̂ l eg a I a d V]SB rs;

th'islj;eport V/J's.̂ prepare15S|0jfel_y ibr the purposes of reporting our findings to

TransneS\lt sfitilj];d therefore not be utilised for any other purpose. No part

may be quoted, remrrgd to or disclosed to any third party, without our prio

^wri t ten conSelM; and

j) "i Ji.ev. procedures performed do not constitute an audit or a review in

accor.dance^Vwtth International Standards on Auditing or Internationa

Standards'' on Reviev/ Engagements (or relevant national standards

practices), Consequently, v/e do not provide any audit assurance.

3. PROCEDURES PERFORMED

The following procedures were performed:

This draft report is for management information and Internal discussion purposes only. It may not be used for any other
purpose or disliibul&j to sny third party without our prior written consent.
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. We obtained and reviewed copies of the following documentation / datasets:

a) The Transnet Group Company Secretariat Code of Ethics, effective date 1

June 2013, policy reference number TG/GCS 2/4/1P" ("Code of Ethics",

attached hereto as Appendix 1.1);

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

Directors, effective date 15 Septem't3:ej?:'r2013, policy reference number

"TG/GCS 2/4P" ("Declaration of Int^est'B^jGy", attached hereto as Appendix

1.2);

c) The Transnet Supply Chaip'BollcV. effective date^May 2012, policy reference

number "iSCM 0 1 / 2 0 1 1 " ^
" * / • •••7-

2012 SCM Policy^..attached hereto as

Appendix 1.3); ^-t\ {K*& N;-X

d) The Transnet S.uplgy^Chain Poliey^Jeffective date 1 October 2013, policy

reference numbeTt?jrJ3ftSi|M 15/1P" ̂ .October 2013 SCM Policy", attached

h e r e t o a s Appendix(\s/l); """" " ^

e) The'/T:r"ar!'s''Retv Memorandum of^lflcbriporatiori^or a State Owned Company,

dated 25 Jun&?2013 (TransneV'Memo'ofOncorporation", attached hereto as

r^port:

'"•'•i£%he Mailf^GuardianY^edia''report styled "Transnet tender boss's R50-
ir:"/pj2 dodhle^game", dated 4 July 2014 (attached hereto as Appendix

; f \

*yi^iyir Sharma'sjepail response to Mr Mafika Mkwanazi (Chairman of the Board,

Transnet, "!vfr'A1kwanaz'r) styled "Re: Mail & Guardian article July 4, 2014",

datedc-1£lfJp)y-2014 (attached hereto as Appendix 4.1)

h) Mr Sharma's email complaint to Mr Johan Retisf, Press Ombudsman

("Ombudsman", attached hereto as Appendix 4.2), in respect of the media

report styled "Transnet tender boss's R50-billion double game", dated 4 July

2014;

i) The Mail & Guardian's email response, including attached appendices, to Mr

Johan Retief, Press Ombudsman (including related share registers, attached

This draft report is for management information and Internal discussion purposes only. It may not be used for any other
purposs or distributed to any third party without our prior writtsn consent.
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hereto as Appendix 4.3);

j) Ms Ayanda Ceba's ("Ms Ceba"), Transnet Group Company Secretary, letter to

Mr Sharma styled "Annual General Declaration of Interest in Contracts and

Related Party Disclosure for the 2013/14FY", dated 25 February 2013

(attached hereto as Appendix 5.1);

k) Mr Sharma's declarations of interests to Transnet, dated 28 February 2013

("February 2013 declaration", attached hereifo.as Appendix 5.2);

I) Mr Sharma's declarations of interests^oajransnet, dated 24 April 2014 ("April

2014 declaration", attached heretO'.as^ppVnd/x 5.3);

m) A Microsoft Excel spreadsheet-styled "TransneftActive Vendors for all OD~ 12

Aug 2014", containing a IisU-gri'B''relevant details^j'eriaining to active Transnet

vendors as at 12 August 2 0 ^ ^ s v

n) A Microsoft Excel spreadsheeV-siyled "Ji&SAP Vend Ds'lbfed Vendors 2 -

Aug 2014", contaifilr-ig.a list and r^eyaWdetails pertaining to'deleted Trans

14

TransnetAug 2U7 4", contfiRjr-ig.i

vendors as at 14 A'ugLfsl:"2jE)̂ 4;

o) A Microsoft Excel sgreadslfept^styled "X-jJ-tArchived Vendors - 14 August

201-^v'abstaining a listj'and releyarjKtfetails "pertaining to archived Transnet

vendors as aM^iAugust 2&l'A-::t? ^ ' . ^

p) A listcbTrthe four;v;inning bidders and their contact details (attached hereto as

•"fV Zr;::-App endix'i6Me ^ 3 , - ^ % ^ ^-r:^

q) ^-fishof the':Board of Directors ("'BOD") of Transnet and their contact details

v-V "^6.2);
^auacnegjneretojasv^ppeno/x O.ZJ;

qu;-r) Transnet^FJayment "Aclyice to Ithemba Governance & Statutory Solutions (Pty)

\ % L t d ("Ithernrjal) dated 30 June 2014 for a total amount of R 42,750.00

\-auached hereto as Appendix 6.3);

s) BBB^J/||f1cation Certificate of VR Laser Services dated 19 October 2007

(attachelfhereto as Appendix 7.1);

t) Transnet Vendor Process Record ("VPR") for CSR E-Loco Supply (Pty) Ltd

• ("CSR-E-L-oco") (attached hereto as Appendix-7.2);

u) Supplier Declaration Form of CSR E-Loco dated 10 December 2012 (attached

hereto as Appendix 7.3);

v) Locomotive Supply Agreement between CSR E-Loco and Transnet dated.22

This draft report is for management information and Internal discussion purposes only. It may not be used for any ot'r.er
purpose or distributed to any third party without our prior written consent.
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October 2012 signature page (attached hereto as Appendix 7.4);

w) A Microsoft Excel spreadsheet showing all payments made to Ithemba

(attached hereto as Appendix 7.5);

x). Supplier Declaration Form of Ithemba dated 23 January 2014 (attached hereto

as Appendix 7.6);

y) A Microsoft Excel spreadsheet showing all payments made to VR Laser

Services; . 0

z) A Microsoft Excel spreadsheet shov/ingrall^paymsnts made to CSR E-Loco;

aa) Excerpt of selected minutes of meetf?Tgt%|the BADC from 23 March 2011 to

26 February 2014 (attached hereto las AppeffSiX^B.1); and

bb) Excerpt of selected minutessqftfneetings of the BG)G3-.of Transnet from 20 April

2011 to 30 July 2014 (attacffeUhereto as

2. We reviewed the folfeyjng^documentaifofiijirihe presence of MfThamsaqa Jiyane

from Transnet (Not re1ja*ed%p̂ Mr Benny 'Oiyrine from VR Laser Services) on 10

September 2014: " ^ V < - | ^ r i
 X"l|<k

a) Va^gysJaa^ferlisementsjBf the^iSp>fen4er, Ifte' first of which v/as dated 13

rs TFRAC-HO-8608 Electrical and

c) Th'4'^rms'"o|?^eferencei:|:Ti®.i3)'J1h so far as it related to us determining the

closingtQate of tffe^enders;

^d) The first Register o?l|aluators for the TFRAC-HO-8608 Electrical and TFRAC-
V4||HO-8609 Dllfel tenders dated 8 May 2013;

e) Iwlrc^orandunnfsubrriitted by Mr Molefe ("Management") to the BADC dated 17

J a n ^ ^ ^ s | 1 i ' with the subject: "Request for approval to negotiate and award

of busirtfss to the short listed tenderers for the supply of 599 (COCO) new

dual voltage locomotives for the genera! freight business (GFB)\

f)- Memorandum submitted by Mr Molefe ("Management") to the BADC dated 17

January 2014 with the subject: "Request for Approval to Negotiate and Award

of Business to the Short Listed Tenderers for the Supply of 465 New Diesel

Locomotives for the General Freight Business (GFB)"; and

Ttvs draft report is for management information and internal discussion purposes only. II may net be used for any clher
purpose or distributed to any third party without our prior written consent
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g) Letters of intent dated 28 January 2014 sent to the four winning bidders.

3. Interviews and/or consultations and/or telephone conversations were held with the

following individuals:

a) Ms Ceba, Group Company Secretary, Transnet;

b) Mr Tharrisanqa Jiyane, TFR CPO, Transne_tj&.

c) Mr Stefaans Brummer ("Mr Brummer")r'Rep6rter, Mail and Guardian;

d) Mr Fanie Botha ("Mr Botha"), VR Lasej^Services;

e) Mr John van Reenen ("Mr vant'Reenen"),NpKeyjous shareholder, VR Laser

Services; ^0^ ^d?^

f) Mr Lionel Faull ("Mr FauH°);-T;4eDorter, Mail and GuarcTrank

g) Mr Gary Bloxam (aMr Bloxamaj>;PJ^yi°y.s^!j3reholder, VR^a.ser Services;

h) Mr Madoda Joh^.rBenov" Jiyane ("rvif^Jjyane"), Director, VRYaser Services;

i) Mr Ian McNeil C "di^cjor, VR Laser Services;

re/Served a written reply fr6^3jfrnbardierP|§hsportation;

k) We'receiyed a^wMten reply frgrn General Electric;

^ " i ^ M r Pan^^arngS|Mri/Var|g") fromfCSR E-Loco Supply (Pty) Ltd. We received a

f"' 'v;rittenlrepfy^rom Mr Wah"~g|^vwe interviewed Mr Wang; and

j - ^ m) Mr lqbaj;Sharmatf'JMr Sharma"), non-executive Director of Transnet.

4. ^Rftabity searches (including directorship/membership searches, company

searches, property searches, general "Google" searches, etc.) were performed

and anaiped^b'-respect of individuals and entities identified during the course of

this investigation.

4.

1. Constitution

Constitution"

of the

REGULATORY FRAMEWORK

Republic of •'South Africa Act No'. 108 of 1993 ("The

This inn report Is for management, intorms'isn End internal discussion purposes only. It may net be used for any o'hsr
purpose cf distributed to any third party without ojr prior written consent.
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2. Companies Act No. 71 of 2008 ("Companies Act");

3. Public Finance Management Act No. 1 of 1999 ("PFMA"); and

4. Prevention and Combatting of Corrupt Activities Act No. 12 of 2004 (' POCAr).

FINDINGS:

TRANSNET POLICIES AND PROCEDURES, INCLUDING RELATED

LEGISLATIONS

1. October 2013 SCM Policy, the policy v/ajyae>proved in September 2013 and sets

out in paragraph 35.1 on page 17 the'^pMs a'nc'tresponsibilities of the BADC from

the perspective of Supply Chain^JfiTagement. Trjeirjolicy states: "The Transnet

Board comprises of Board me1g§&fs appointed fromtlim\to time by the Minister of

Public Enterprises. For the acquisition and disposal of Trh'nsnet assets, the Board

has delegated powersAo the BADC?t;?fie committee must havb/and maintain:

An appropriate Supp^^Cli^^Manageme'nt^system, which is fair, equitable,

transparentr-c.gmpetitive and^cost-etf&ptiye; and <^K

'vp^efficien^Md transparetipsystems oi'ffnancial and risk management and

intemal^cQnlrol." /;.'--—- %-v

2. Octob''er/2Q13 SGMvpoIicy, tRe>0licy states in paragraph 35.1 on page 17; "7/?e

° \ BADC merntisrs mustfh.

AGlgysith fidelitfcil'ionesty, integrity and in the best interest of the Transnet in

managing its fibancial affairs, including the avoidance of conflict of interest and

provide 's^.feghards against favouritism, improper practices and opportunities for

fraud, theft and corruption;

Prevent any prejudice to the financial interests of Transnet or the State;

Take effective and appropriate steps to prevent irregular expenditure, fruitless and

wasteful expenditure, losses resulting from criminal conduct and expenditure not

This draft report is for management information and internal discussion purposes only. It may not be used for any other
purpose or distributed lo any third part/ without our prior written consent.
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complying with the- operational policies of Transnet;

Ensure that expenditure of Transnet is procured in accordance with the approved

budget; and

Approve certain bids not delegated to any other Acquisitions Council.

The BADC may delegate powers and dutje§&or instruct specific officials in

Transnet to perform any of the duties assLmMBno it."

i

3. October 2013 SCM Policy, the pgj|pFates in^^graph 38 on page 20 that: "All

Transnet employees should uojM&ilhe following key&jjves (amongst others):

Desist from allowing personanmh&'ests to influence busjsigss decisions or tasks

and disclose any actual or potentiWt9Bfiictj3fsiQterest'

4. Declaration of Inter

three, page three, and

3- 2.lWi,e dutieg*QBPirectors.

directorsfflbs held mother co

the purpose, of the policy is set out in section

of interest and the disclosure of

as to how to disclose and manage conflicts

5.^ffisclaration offruerest Policy, the policy states in section 4. Application, on page

Thjsglbolicy applies to every Director of Transnet, every alternate

, any person occupying the position of a Director or alternate

Directorbywnatevername designated."

6. Declaration of Interest Policy, the policy states1 in section 5. Definitions, on

page three that: "In this policy the following terms shall have the meanings

assigned to them below and cognate expressions shall have corresponding

meanings namely:

This draft report is fcr management information and internal discussion purposes only. It may not be used for any other
purpose or distributed to any third party without our prior written consent
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5.1. 'Director': means a member of the board of Transnet or an alternate Director
of Transnat and includes any person occupying the position of a Director or
alternate Director. In this regard it should be noted that Mr Sharma is a non -
executive Director, but according to Ms Ceba all policies applicable to Directors
are also applicable to Non - Executive Directors.

5.2 'Conflict of interest': is described in paragraph 6 and includes, inter alia, a
situation in which: J<0:?

My
/••'ft " *

5.2.2. a Director has private interests ofyieifsqriql consideration or has an

Affiliation or a Relationship which ajYec/sf or mafMff.ect, or may be perceived to

f f t D i t ' j d t i $ j ' i th b t Intet f T t ld

affect a Director's judgement in actjffg"in the best Interest of Transnet, or could
corrupt the Director's moth/atinjrjisjgifr acting in a particularkmanner, or which could
result in, or be perceived as Faydujitism or Nepotism;

5.2.3. a Director usej&hjs/herpositidn'$£:gfjyj)eges, or information obtained while
working in the capaMp^^a^Director fofrti^"

5.2.3.1. private gain, or^dyanc'ernhjit, or any •qther advantage; or

5.2.32,-.iHB:expQctation of private qaiB/bJ'slclvpnce'ment, or any other advantage;

5.2.3.3i3Gkru/ng to\tlfe Directorqh^any member of his family, or friends or business

5.3. 'Affiliation^hhans involveSffent with a vendor, service provider, or competitor
of Transne'fton tbe*B"art-<of the Director, a person related or inter-related to the

X Director or t'ne'^Directotis-ffiends or business associates; including serving as a
'^/shareholder, bojkd merri&e}, employee, consultant or advisor to the

'afarpmentionedl'^ntities.

5.5. 'FayJp.uritisW: means an inclination in attitude or behaviour to show
preferentra1§ie.aiment towards a certain person, group or entity.

5.7. 'Personal Financial Interest': means a direct Material interest of a person, of
a financial, monetary or economic nature, or to v/hich a monetary value rpay^be
attributed."

5.8. 'Material': when used as an adjective means significant in the circumstances
of a particular matter, to a degree that:

i

•LJ

This draft repcrt is for management information and internal discussion purposes only. It may not bs used for any olner
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5.8. •/. /s of consequence in determining the matter; or

5.8.2. might reasonably affect a person's judgment or decision-making in the
matter; or

5.8.3. could influence the economic decisions taken in a matter.

5.10. 'Related': when used in respect of two persons, means persons v/ho are
connected to one another in any manner contemblated below:

Ml?
5.10.2. an individual is related to a juristfgiperkpn if the individual directly or
indirectly controls the juristic person, a'iBeterrniff^d in accordance paragraph 5.12
belovj, and -4^% ^v^v •

Mm? ^<?%
4mf ^5.10.3. a juristic person is relaWg.to another juristic peri^if:

5.10.3.3. a person directly or indirecl$Conii<)ls each of themfifcthe business of
each of them, as dei0j»ned<in accordarieaib paragraph 5.12 below.

5.11. 'Inter-Related': whisjs•us'eujfj'jespect oWJree or more persons, means
persons xyho.are related W.qne andUi^n-lq a lin)-;e%series of relationships, such

orh'f&Seii
W.qn
eXj a^tann

e%s
tthat tw.orh'f&Se.iie.fsons areXejated,/nra^tanner contemplated in paragraph 5.10

above^snd one'&fcthem is relaiecljl&itlte thifd^^ny such manner, and so forth in
an unbroken seriesp\ \vfkan unbroken se

trdiiJfo^UiejiiJ^pose^of paragraph 5.10.2 and 5.10.3.above, a person
contr&l$<}jurislj&person, oJllW&iisiness, if:

;§s^ 5.12.1. in tJie&ase of'ajeompany:

^^i£/l. 1. that company is a subsidiary of that first person, as determined in
accordance wittpihe Companies Act; or

5.12.1.2'Slm&(pst person together v/ith any related or inter-related person, is:

5.12.1.2.1. directly or indirectly able to exercise or control the exercise of a
majority of the voting rights associated with securities of that company, vjhether
pursuant to a shareholder agreement or otherwise (e.g. Director and a person
related to him, together hold more than 50% of the voting shares in company Y);
or

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

This draft report is for management information and internal tfscussion purposes only. II may not be ussd for any other
purpose or distributed to any third party without our prior written consent.
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of, Directors of that company who control a majority of the votes at a meetjng of
the board (e.g. Director is able to appoint Directors to the board of company Y,
and those Directors appointed by him can exercise more than 50% of the votes at
a board meeting);

5.12.4. that first person has the ability to materially influence the policy of the
juristic person in a manner comparable to a parson who, in ordinary commercial
practice, would be able to exercise an element of control referred to in paragraphs
5.12.1, 5.12.2 or 5.12.3. J%fy

5.13 'Relationship': includes the connedpp^bsiding between any two or more
persons who are related or inter-relat&tfp-'' ^ ^ s

5.15 'Significant influence': [siti&Jpower to particifiajejip the financial and
operating policy decisions of ani'isntity, but does not nec'ejssarily amount to
Control: '"\£v y'\ ^ _ \

7. Declaration of Intenesi^RoJjcy, the pdlitpfstates in section 6; duty to avoid and

discloss a conflict of interesT<roni$.age five " S i ' v

iaSZe"6.1 .Mlj,eclors'Mv,e^a dutyt$vyoifr'a?c})rifli&/dNnterest in tenvs of inter alia the
commWJaw, the^ublic Finan'eeWianagementft'ct No. 1 of1999 ("PFMA"), the
Compaffi'&5\Act an&ihe King Refiurt on Governance for South Africa, and the King

-—r Soc/.e of Govp/pafijigJirJpGipJes, 2O0S ("King III"). A summary of key principles
'^'reiaitjjTqyto a bffedjor's respdQsibjlityr-ffp'avoid and to disclose a conflict of interest

that tiansfbeen seii'ot/t below, Triia^non-exhaustive manner, as a guide to
Directorshipip

" % ,

'6.;2S;Pne of the 'Host important fiduciary duties of Directors under the common law
is iffejijuty to av&Jd a conflict of interest. Directors have a duty to observe the

l O d J ^ M i d Transnet, and in discharging that duty they are required
to exercise^hBh'pendent judgment and to take decisions according to the best
interests of Transnet. Any Director v/ho is appointed to the Board of Transnet as a
representative of a party with a substantial interest in Transnet should recognise
the potential for conflict. That Director mus^understand that the duty to act in the
best interests of Transnet. That Director must recognise that the duty to act in the
best interests of Transnet remains paramount. Certain conflicts of interests are
fundamental and should be avoided.

6.3. In this regard, Directors have a duty inter alia to:

This draft report is for management Information and Internal discussion purposes only. It may not be used for any other
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6.3.1 to act v/ith fidelity, honesty, integrity, independence of mind and in the best
interests of Transnet, and to exercise the powers and perform functions in good
faith;

6.3.2. account for secret profits;

6.3.3. not misappropriate corporate opportunities;

6.3.4. not improperly compete with Transnef^y^

6.3.5. not to use their position as Direei&f privileges, or any information obtained
while acting in the capacity of a Difegior. ~*%Sk

6.3.5.1 to gain an advantage Ibfithemselves or for anoltfefcpgrson, other than
Transnet or a wholly-owned sutiiffiary of Transnet, (this tSstkloes not require that
the Director gains a material or a ftnamialjZWQhtage, any advantage will bring the
Director will bring tlfeM'rector within tJfe'K&afrn of this provision; '^

6.3.5.2 to knowingly ca\rse^h'arm?lbiTransnei*Qi%atsubsidiary of Transnet and,
communicjxte^with the Boarg at thif'eiaaiest pracifchLppportunity any information
inai •

•p£=.^6-Zji6s{. conllictsf0lJnteYe'!sft(\yheth6r?real or perceived) in good time together with
Mi<^~'fuii'>d§{aiisJ.o theSBoard of TrStisnel and such conflicts should then be
j \ j appropri'aXely:mana§e_d; '*c-

:^::B.3.6.2. any interest in a^Ggfitract with Transnet;

6.2l(p3ftany director indirect personal or private business interest that they, or any
spouse^partnof-w close family member may have in any matter before the Board
of Transni^dW/subject always to paragraph 6.5, must withdraw from the
proceedings'lvhen that matter is being considered unless the Board of Transnet
decides that the direct or indirect interest is trivial or irrelevant and the Director is
not required to withdraw in_accordance with paragraph 6.5; and

6.3.6.4. any Personal Financial Interest in respect of matters to be considered at a
meeting of the Board of Transnet, and/or any matter in respect ofv/hich a Director
knows that a related person has a Personal Financial Interest, in the manner set
out in paragraph 6.5.
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6.4. /n terms of Section 75ofthe Companies Act, a Director may disclose any
Personal Financial Interest in advance, by submitting a Declaration of Interests
Form to the Board of Transnet, setting out the nature and extent of the interest, to
be used generally until changed or withdrav/n by further written notice from that
Director.

6.5. If a Director of Transnet, has a Personal Financial Interest in respect of a
matter to be considered at a meeting of the Bomd of Transnet, or knows that a
Related person has a Personal Financial Interest in the matter, the Director,

6.5.1. must disclose the interest and its 'qeneral.n'ature in writing before the matter
is considered at the meeting;

6.5.2. must disclose to the meeting any material informat\on;/elating to the matter,
and known to the Director, N X ,<~\ ^Vft*.

6.5.3. may disc!ose%^\£i)b.servationsbfip3Wnent insights relating to the matter if
requested to do so t ; ' : i A ' / i-"-^-—-'— V~:";c-A-

6.5.4. if present at the mealing, rri7Jsi$jepjjse hims&Jf/herself from the meeting
when tlie^Mie'^is. being dbuded uponffift'p&rnakl'tig any disciosure contemplated
in paiigTaphs 6.315 or 6 5 3,v -^ ' "'^H??

,"
6.5.5. muslStpt take^pariin the consideration of the matter, except to the extent

If. ̂ nnfomn/a/of/•75'i1 n.ir-anmnh^^R 5 2 Ofz6 5.3'

V \
6.5.6. wfiwrabsent {mm the meeting in terms of this paragraph:wbsent {m t

e':i^,/S.5.7. is to be~-)~iegarded asfbeing present at the meeting for the purpose of
determining whether sufficient Directors are present to constitute a quorum of the
meeting; and jF^-i

6.5.9. niu§tifi0execute any document on behalf of Transnet in relation to the
matter unleWspecifically requested or directed to do so by the Board of Transnet.

6.6. In terms^ofsection 76(4)(a)(ii) of the Companies Act, a Director will have
satisfied his/her obligations to act in the best interests of the Company(among
other things) if (i) the Director had no Personal Financial Interest in the subject
matter of the decision, and had no reasonable basis to knovj that any Related
person had a Personal Financial Interest in the matter, or (ii) the Director complied
with the requirements of Section 75 of the Companies Act with respect to any

This draft report Is for management information and internal discussion purposes only. It may not be used for any other
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interest.

6.7. The onus is on the individual Directors to determine whether they are free
from apparent or actual conflicts."

6.8.Transnet Policy. In addition to the above, a Director must:

6.8.1 declare an interest in any business entity (whether as a shareholder,
member, Director, adviser, or in any other ca^fimy) that:

6.8.1.1. have significant contracts with^7j:ahrsqet:. In this regard, 'significant
contracts' means contracts which account for'Wi'&Bst 10% (ten percent) of such
business entity's consolidated grossifevenus in a7w&ne financial year, or

JI0 %̂
n&not
JI0

6.8.7.2 is a competitor of Tran&not; or

6.8.1.3 is party to angcquisition of'fr^h.sn.et^f'd/orits subsidiaries; its assets or
businesses, or any pajWfye^eof; ^'^M?'

1/1 /n'f.'Vl6.8.1.4 is party to a joiriTiy;entufelc%>.pther i)us)'fifess venture with Transnet or any of
its subsidmnes- \ \ ^-<$^^ ^'^%

related to the
bove;

M0^nyti^lispcJlont}ia1-needs to be approved at Board level or by
any^of(tffej:ommMees of the'^Elorj£d of Transnet;

• % •

'6.8.2

, . / direm^or indirect interest in contracts or proposed contracts, vjhich
have'bevn, on01J/be entered into by Transnet and must set out full particulars of
that interest::::/

6.8.2.2. all Conflicts of Interest in accordance with this policy.

6.8.3. The Board will be.entitled, at any time, to determine that a particular interes
of any Director or by a person related or inter-related to him constitutes a Conflict
of Interest, and to recommend an appropn'ate way to manage such conflict, even i
such a transaction falls outside the transactions set out above.

I 1
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6.8.4. /fa Director of the Company acquires, or Knows that a Related Person has
acquired, a Personal Financial Interest in an agreement or other matter in which
the Company has a Material interest, after the agreement or other matter has
been approved by the Company, the Director shall promptly disclose to the Board,
the nature and extent of that interest, and the Material circumstances relating to
the Director or Related Person's acquisition of that interest, as the case may be.

6.8.5. If, in the reasonable view of the other non-conflicted Directors, a Director or
the Related Person in respect of such Directorfd&ts in competition with the
Company relating to the matter to be considgmdat the meeting of the Board, the
Director shall only be entitled to such ir)0TinfalJgn concerning the matter to be
considered at the meeting of the Boajydgs'shal)ip;& necessary to enable the
Director to identify that such Perso"rfat)Financial Inlerest exists or continues to

6.8.6. A decision by the Board, 6'fMtransactiqnor agreerrfe^Rapproved by the
Board, is valid despiteany Personat'^handialilnterest of a Dtf'eek>r or Related
Person o fa ~---<-'?-"^ v^'«^ ^

6.8.6.1. was approved fQJ£Qvirigy}Ye..disclosure^ptthe Personal Financial Interest in
tion'&S'.and clads%6.8; or

6.8.&2£Despite~iia.y.ing been&qprbVed wiifiom^isclosure of that Personal
FinancW3j]terestyt§}fis been rMffjed by an Ordinary Resolution following
disclosum^hatf?ohonal FinarTwhlJnterest or so declared by court.

6.8.7. AVQpil, on "application by "any interested person, may declare valid a
%^ transaction^fagreehef&.that had been approved by the Board, or Shareholder as

'i?'the case may'br~};desp'ii&$ie failure of the Director to satisfy the requirements of

8. Declaration qfijnterest Policy, the policy states in section 7. Declaration of a

Conflict ot'jnterest, on page nine:

"7.1. Declaration of Interest in Contracts

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

7.1.1.1. any new or existing contract with an entity external to Transnet which may

This drafl report is for management information and in'erna' discussion purposes only. II may not fce used for any other
purposa or distributed to any third party without our prior written consent
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conduct business with Transnet;
7.1.1.2. acquiring Transnet and/or its subsidiaries, its assets or businesses, or any
part thereof;

7.1.1.3. any joint venture or other business venture with Transnet or any of its
subsidiaries;

7.1.1.4. tendering for the supply of goods or services to Transnet or tendering for
advisory or other professional services relatepttqiUie transactions referred to
above, Collectively, a "Contractual Interest&^J"

7.1.2. To be completed: Annually by^Difa.btors~rarjd>as vjhen a Contractual Interest
is identified.

7.1.3. To be submitted: to the^&joup Company Se

7.2 Annual declarations/Related pariy'l&sel&safes • V ;T^>

7.2.1 Applicable to: AlltlDirectorsK ^ tw^

7.2.2.To;b'Wc~o'mp!eted: Annually and^'ti'and wheii'ji^Conflict of Interest arises,
and/Q[.-\vtien dlio'eiDrship or fifranGia$uiter&sls'~ofj.pirectors change within the

l p̂  ^ ^ n f^ I ^ ^

E v e n lfc%l?}."if^fie affe'HO con/J/cIs%f interest the prescribed Annexure must be

%H completed'V&y-s^ Nil Dle.e(araf/on."

7f3^DecIarationp^nterest at meetings

7.3.1. Ap'pjkeitie to: All members of/attendaes at Key meetings and all Director,

who have a Personal Financial Interest in respect of a matter to be considered a

a meeting of the Board of Transnet.

7.3.2. If a Director has a Conflict of Interest in respect of a matter to be considere

at a meeting, or knovss that a Related person has a Personal Financial Interest it

the matter, the Director must comply with the procedures more fully set out ii

This draft report is for management information and internal discussion pmposes only. II may not bs used for any other
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paragraph 6.5 above. Such a Director must not execute any document on behalf

of Transnet in relation to the matter unless specifically requested or directed to do

so by the Board.

7.3.3. To be completed: At each meeting.

7.3.4. To be submitted: to the applicable Comnfjttee Secretary.

9. Companies Act, section 1. Definitions'Sfate?%>

"director" means a member of thejjoa^dofa cottifiaiyy, as contemplated in section

66, or an alternate director of^koifipany and includelssany person occupying the

position of a director or alternatejtiirector, by whatever nt^^cjesignated;

'related party', when used in respgc/^of Mo^persons, me"aQs*,persons who are

connected to one anpil?er4n any mannW-C'oritemplated in secti6ff2(1)(a) to (c);

'relationship' includes~%tf)e<rrpnnections kip^ting between any two or more

persons who are re/a'ecforjntef-related as determined in accordance with section

2; and/Q^l^rx
• . \

v

'inter-reiatedjj whehjaJsed in res/|ecf of three or more persons, means persons

.• •'.£;wfaQ,.are reMtdifox^'ne^pWer /n^/g/ced series of relationships, such that two of

iQ'* the*peis0j?s ara^a/ec/ in amap>,e/" contemplated in section 2(1), and one of them

o k is relatecf'tdyftia thifdla@Kany suchlvanner, and so forth in an unbroken series".
' * " - ' • ' . " " \

10/6dmpanies Acf^section 75. Director's personal financial interests, states:

"(1) In uvs^sectiQn-

(a) 'director' inciudes-

(i) an alternate director,

(ii) a prescribed officer, and

(Hi) a person who is a member of a committee of the board of a company,

irrespective of whether the person is also a member of the company's board; and

This draft rsport is for management Informa'jon and internal discussion purpesss only. It may not ba used for any other
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(faj 'related person', when used in reference to a director, has the meaning set out

in section 1, but also includes a second company of which the director or a related

person is also a director, or a close corporation of which the director or a related

parson is a member.

(2) This section does not apply- Jk
(a) to a director of a company- ^ ] ^

(i) in respect of a decision that mayzgeperally

(aa) all of the directors of the cim'pMny in their capacity's directors; or

(bb) a class of persons, despite^tbe fact that the direc'thWsone member of that

class of persons, unless theonly mmj)bers:0iffe class are Vi&cl.irector or persons

related or /n/er-re/afe"C(e;j7je director, 'ohiL;ig7

(ii) in respect of a propyihhl&rernove thavti'mctor from office as contemplated in

' % . . ; ; ^ > ' ^ - '

section 71; or

(b) to^icompanyor^ts directcirpjjf'dr/e

(i) holdi'(ijl:<)j the heyeficial interests of all of the issued securities of the company;

(ii) is'ifi^only dlwctqr of thaTeiimp.any'.

\-7v-('3J If a persojipis the lip'ly, director of a company, but does not hold all of the

''beneficial intere&z of all of the issued securities of the company, that person may

not-"^

(a) approved? enter into any agreement in v/hich the person or a related person

has a personal Financial interest; or

(b) as a director, determine any other matter in which the person or a relate

person has a personal financial interest, unless the agreement or determination I

approved by an ordinary resolution of the shareholders after the director ha

This drafi report is for management information and internal discussion purposes oily. It may not be usad for any other
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disclosed the nature and extent of that interest to the shareholders.

(4) At any time, a director may disclose any personal Financial interest in advance,

by delivering to the board, or shareholders in the case of a company contemplated

in subsection (3), a notice in writing setting out the nature and extent of that

interest, to be used generally for the purposes of this section until changed or

withdrawn by further written notice from that director.

/ y - - ' : ' • • '

x'-v :'£•'J\.

(5) If a director of a company, other tjgaffxic'prpjiany contemplated in subsection

(2) (b) or (3), has a personal fifjgncfa! interes'tc-jp, respect of a matter to be

considered at a meeting of t_h''e;W6ard, or knows^'lMt^a related person has a

personal Financial interest in thlx matter, the director- '^>> v

"(a) must disclose^lheZiinterest and\j}'4:'general nature before the matter is

considered at the meeting;™'-'£'-*. y^.-N<

m
"(b) mysjgcfisjjlqss to the meeting jal?yj.jriaterial information relating

and'kjiSwn to the^irnrfnr ^"•—--:/ ^L'---,^

to the matter

(P)imay dis%qs,e,;any-ob^sfyatiohs'i'igr pertinent insights relating to the matter if

reqtfesledjo db'so;by the oilier^dmc'tors;

;/s-(d) if present'-atjhe mect\r\g{ must leave the meeting immediately after making any

^disclosure contemplated in paragraph (b) or (c);

(e) musT^Tipt-tMke part in the consideration of the matter, except to the extent

contemplate'dln paragraphs (b) and (c);

(f) while absent from the meeting in terms of this subsection-

(i) is to be regarded as being present at the meeting for the purpose of

determining whether sufficient directors are present to constitute the meeting; and

(ii) is not to be regarded as being present at the meeting for the purpose of

This draft report is for management lnforma'jon and Inlamal discussion purposes only. It may not be used for any ether
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determining whether a resolution has sufficient support to be adopted; and

(g) must not execute any document on behalf of the company in relation to the

matter unless specifically requested or directed to do so by the board.

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

agreement or other matter in which the compafrfchas a material interest, or knows

that a related person has acquired a perseriajlffihancial interest in the matter, after

the agreement or other matter has beM^pproued by the company, the director

must promptly disclose to the bo'ar.d.'or to tfiehhareholders in the case of a

company contemplated in subsection (3), the nafurefand extent of that interest

and the material circumstan~e~e%s relating to the dire'cfren^or related person's

acquisition of that interest. s v ^ s s^&P ^VJ-.

(7) A decision by the hihfdforra. transaction] Z>K agreement approved by the board,

or by a company as conie^plaie'd^subsecti6ri}f,3), is valid despite any personal

financi$finlpf0'qf a direcTopprperspfifieiated to 'ttfS director, only if-

(a) it \$as^ approved followinghpisclosure of that interest in the manner

'% "'• \ (b) despife'-lj'pying b"eeb, approved without disclosure of that interest, it-

- —{]) has subsequently bee-p^ratified by an ordinary resolution of the shareholders

'following disclosure of that interest; or

' deflated to be valid by a court in terms of subsection (8)."

0
f"(8) A coufif on application by any interested person, may declare valid a

transaction or agreement that had been approved by the board, or shareholders,

as the case may be, despite the- failure of the director.io satisfy the disclosure

requirements of this section."

11. The Companies Act, section 76. Standards cf directors conduct, states:
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/s section, 'director1 includes an alternate director, and-

(a) a prescribed officer, or

(b) a person who is a member of a committee of a board of a company, or of the

audit committee of a company, ^fiK

irrespective of whether or not the personfJsyh'lso a member of the company's

board. ^^^r'̂ 'K

(2) A director of a company mu0ip ~%vh-

(a) not use the position of direclor/$fi-rany information obtalft&ihwhile acting in the

capacity of a -"—-'--' :~?'- ^-u- -'T-"-/ "

(i) to gain an advanwqeloj-'ihe directof;\pr>Jor another person other than the

company or a wholly-o\*)itiid sub'sidjufypf the company; or

(ii) to kifowifigjfeause harhY?-o the cpn)p§r]yhor a KsWsidiary of the company; and

b) com'wunicate Ho the boar?J\at the earliest practicable opportunity any

nformation:ibat.-£$jTfti&ibJ'3he direciifi/s attention, unless the director-
:̂;-̂ -X V x - / "-̂ •̂ hv t,'--̂

(b)

•.in

m
\ •

£'.-
(/j re&sQiiqbly BWieu.es thai'iil&lf-ifprrriation is-

(aa) immaterial to w&'eQmpany; or

~-(bb) generallyvfogilableVsKtye public, or known to the other directors; or

(mfijs bound not/Jo disclose that information by a legal or ethical obligation of

confidentiality. /•?;.g

(3) SubjecCl&'subsections (4) and (5), a director of a company, when acting in that

capacity, must exercise the powers and perform the functions ofdirector-

(a) in good faith and for a proper purpose;

(b) in the best interests of the company; and
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(c) with the degree of care, skill and diligence that may reasonably be expected of

a person-

(i) carrying out the same functions in relation to Uie company as those carried out

by that director; and

(ii) having the general knowledge, skill and experience of that director.

(4) In respect of any particular matter arisin0nr the exercise of the powers or the

periormance of the functions of dircctor^aipailicijjar director of a company-

"^

(a) will have satisfied the obligafjotf's of subsection f3Hb)sanc/ (c) if-

(i) the director has taken reasorja^bjy diligent steps to bWeSnj,e informed about the

matter;

(ii) either- ;;>S*?>-,

(aa) the directorhad ^B/nafrnaLpersonaTTiffancial interest in the subject matter of

the decision and had noveasohatiie^basis to^hribw that any related person had a

persoq0finaf}c7aUnterest fiUhe matte) yr

X: r.r">

'!?<'

vm

the^mctor complied with thearequirements of section 75 with respect to any

^interest cohl'empia{e'a$Q<subparaqmdb ('aa); and

(iJij'lh'e'iilicecto'r'-r^aple a decis!bn}[Of^supported the decision of a committee or the

board, wi'tlvjhgard fef?^f matter and the director had a rational basis for believing

hand did belieVe^:t/iat theWecision was in the best interests of the company; and

(b)ls-e'ntitled totfe'ly on-

(i) the p'^onnan'ce by any of the persons-

(aa) referred-~tb in subsection (5); or

(bb) to whom the board may reasonably have delegated, formally or informally b)

•"-'Course of conduct, the authority or duty to perform one or more of the board'i

functions that are delagable under applicable lavr, and

(ii) any information, opinions, recommendations, reports or statements, including

financial statements and other financial data, prepared or presented by any of ih
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persons specified in subsection (5).

(5) To the extent contemplated in subsection (4) (b), a director is entitled to rely

on-

(a) one or more employees of the company whom the director reasonably believes

to be reliable and competent in the functions, performed or the information,

opinions, reports or statements provided; ^fj~p''

4^#

(b) legal counsel, accountants, ojfepj'iier professlgrial persons retained by the

company, the board or a comrrfjtfc'i?as to matters invpjvipg skills or expertise that

the director reasonably believesgre matters- **\?fe_

(i) within the particular person's profe'ssfonal&fzexpert compM$h,ce; or

not a member, unless the

director has reason to*'b%Jieve~llJat>-.tlTe aclibifeyof the committee do not merit

<- \YV" i i

12. . King 111 Report onfeorporate Governance, 20D9 ("the King Code"), chapter 2.

^riT^Bpapd and DjI^EtorejQn^age^BI 'rt'sjates:

0 } \ "24. Any '6ifgck)rwn~&iS: appointed to the board as the representative of a party

\^hwith a substantial intere'sUip. the company, such as a major shareholder or a

Substantial crea|%, should recognize the potential for conflict. However, that

uaWrstand that the duty to act in the best interests of the company

remains;\ ______

25. Certain conflicts of interest are fundamental and should be avoided. Other

.conflicts (whetheueal ozoerceived) sjipuld be disclosed in aood time and in full- •

detail to the board and thenappro£riatel^majTaged2

13. Code of Ethics, section: Scope on paga 2, states:

I n's drnft report is for managsrrenl Information and internal discussion pjrposes only. It may not be used for any ether
pcjrposa or distributed to any third party without our prior written consent
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"2. The Code of Ethics will apply to all Transnet employees, including permanent

and non-permanent employees, non-executive directors as well as service

providers, suppliers and trade partners of Transnet;"

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

"6.2. Trusting each other and being proiessibnal in conduct both within and

outside the work environment such thatHMrceffduct will not reflect negatively upon

Transnet's image and reputation; r*0% "** "v^f^v.

6.3. Refraining from using a^qsition of authority andl.o%Jacilities provided by

Transnet to further your own inter&sts/pr thaf^p-friends and relatives;

6.4. Desisting from ailySyih'gJrierspnal interests to influence business decisions or

tasks and disclosing any'-Splual oripblential cdrfflists of interests;

6.5. Hon&riiftf'the contenli'and spi,rit'Mp0:businss^transactions and not abusing

or ha'rrpjng Transhetjs reputaiigfwnassets oniijterests;

Uin-all actions and promoting a corporate image

of integf'ity^ hone~$fj\and strihgeftiJwsiness ethics;

•!-"\6.70. Respecting andtfjhintaining the confidentiality of sensitive information

yhmed througwassociation with Transnet."

15. Code ofiEthi/cs|'section: Confidential Information and Trade Secrets on page 8,

states: ^--^

"9. Employees and Non-Executive Directors:

9.1. Must not disclose or use any information of Transnet (or a third party)

obtained through carrying out of the employee's duties for any purpose other than

to fulfill his/her Transnet duties; '

This draft report is for management information and internal discussion purposes only, H may nol bs used for any other
purpose or distributed to any third party without our prior written consent,

25

0078-0970-0001-0529

TRANSNET-REF-BUNDLE-05192



881

Private and Confidential
Draft

IRANSNEr

V

i r

; 1

if

I
I

•/0. W/7/ have access to information related to Transnet's business strategies and

contractual relationships with third parties. This information must be regarded as

trade secrets, which include the following:

10.1. Intellectual property, know-how, processes and techniques, technical detail,

methods of operating, cost and source of matefih], pricing and purchasing policies,

systems design and development informatiiony.s

10.2. Names of customers and finafibiaragreemdiit&between Transnet and

suppliers of goods and services^:jpformation, hardwarejgnd software products;

10.3. The contractual and financiaT:"afr^_ngenfeBs between Tfajnsnet and its

customers and"-'"' -'-^ •-*--• i t i-' j- i '1? ^

10.4. The design and fuimjon 6i! .^y/spftware*and{or hardware used or supplied

by " ' ^

10.5. Ddlijls of Tramnet Ftna Mjistructure and operating results;
> '''"* -V

10^Be'tajfe oH;(aQsnet's Biis!>ffiss"6peraf/ons, strategic planning and positioning,

and policy-'CGnsiderat'ions; and

H ^ : ^ Other mafiefe which relate to Transnefs business in respect of which

information is ncAjpadily available in the ordinary course of business to a

compeliUijlgr:eternal party."

16. Code of Ethics, section: Relationship with Trade Partners on page 10, states:

"16. If such a relationship may influence or create the perception of influencing

their decisions in the performance of their duties on behalf of Transnet, employees

should not invest in, or acquire a financial interest directly or indirectly, in such, an

This draft report is for management information and internal discussion purposes only. I; may not bs ussd lor any othsi
purpose or distributed to any third party without our prior written consent,
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enfify. /A// interests in businesses or entities must be declared in line with the

Transnet Declaration of Interest and Related Party Disclosures Policy."

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

"20. Non-Executive Directors who have been invited to hold cutside directorship or

membership should ensure that such Invite0s\prought to the attention of the

Company Secretariat for Declaration of Int^re^V'purposes."
' i j l r s v ^

9

jfi

' f
i

' P

P

I

MR SHARMA'S EMAIL RESPONSE TO MR MKWANAZ^STYLED "RE: MAIL &

r4$DATEDJ'&JULY 2 0 1 4 ^ D MR SHARMA'SGUARDIAN ARTICLE JULY 4, 2Or4$DATEDJ'&JULY

EMAIL COMPLAINT TO^HE OMBUds j^J fN RESPECT

5 l ^
SAID MEDIA

1. From ourr review of Mr Sbarjna's^e^iiailjespons^p Mr Mkwanazi styled "Re; Mail

& Guacfliartfa<iie!e July 4, V'QJ.4", dateg;1<C^uly 2@3 ,̂ the following was noted as

mentioried by MrSTiarma: X^f :?-^ ' " v ^ | ^

is f̂es.B"Qnsl&ility;;of the'xfehairrnan of the Board ("the designation") to

.^-,....end%%appoinfme^tXo^eomnnittee Chairs to the Board".

b) He identified an\opportunity with VR Laser Services and set out to acquire it.

"?v He "initiate^discufsiBns and proceeded to "negotiate" with the "owners". His
vv>-first meeting;?wjth VR Laser Services was in March 2013, after which forma

'djsGU3sions,fo>|jowed in May 2013 and the "deal" was subsequently finalised in

December>-2Q::13 (Mr Sharma did not provide details relevant to individuals he

dealt orhegotiated with in this regard).

c) He approached "Mr Essa" (Mr Salim Aziz Essa, "Mr Essa") as an additiona

investor as a result 'of the -final negotiated price and "not wanting to ove

leverage the transaction". As Mr Sharma was not in a position to contribute

due to. the required "capital" calls", 75% of VR Laser Services was

subsequently bought by Mr Essa and the balance (25%) remained with an

This draft report is for rrsnagement Information and internal discussion purposes only. It may not be used for any other
purpcss a distributed to any third party without our prior written consent.
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existing shareholder.

d) VR Laser Services has for the past 2 years, and currently still is, "running at a

loss", which required considerable contributions from the shareholders. As

such, the mentioned minority shareholder "allegedly" sold his stake to

"Craysure Investments" (entity was identified as "Craysure Investments (Pty)

Ltd, "Craysure Investments").

e) Due to his "limited budget", he "remains" yf i^/ 'a property company" and does

not participate in the 'operating businessj|i?c

f) VR Laser Services' last invoice to ^rgjpmeXSvas in 2011 and does not currently

do any business with Transnet^ Prior to 20-1^ VR Laser Services was in

business with Transnet for^iyjsars t o a v a ' u e °* 1^20.0,000.00 per year.

g) He has been, and curreritiy7?still is, "friends" with'ffie^sGuptas" ("the Gupta

family"). Whether he does busjijess wjtf£.{he "Guptas";Q^Qot is a "personal

matter". (S^^. ^^W^ ^
h) There is no conflW'between his "privatfjibusiness affairs" and his roles and

responsibility to Transjaet. v"'<!j?5^ S ^ | i K

I. Fromjrjijr review'ofcWlr Sharrrl'a%i|jpai'l compfaigt' to Ombudsman, in respect of the

noted as mentioned by Mr Sharma in addition

N ^ ' ] a) The foifne[ Tranfe[0et BADC Chairman, Mr Don Mkhwanazi, is a relative of Mr
v J r \

MkhwanaVi:\

•B.V-'-Subsequent'̂ tp the departure of Mr Don Mkhwanazi, Mr Mkhwanazi

>'e*cp.mmend&a^ the appointment of Mr Sharma as the Transnet BADC

c) The BADC' provides "oversight on the process followed by executives and

does not decide on the assignment of tender awards".

d^-Ttie BADC, under his Chairmanship, took a decision that information relating

to the tender should only be disclosed to Officials engaged in adjudicating the

tender and, no information of any substance was shared with the Committee.

e) He "has it on good authority" that a "board member(s)" had an influence on the

This drafl report Is for management information and internal discussion purposes only. It may not be used for any olher
purpose or distributed to any third party without our prior written consent
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publication of the "defamatory article".

f) He was not aware of the minority shareholder's "alleged" sale to "Craysure

Investments"; (Note: that this is in direct contradiction of what was mentioned

in his reply to the Chairman of the BOD.

g) In addition to the "Guptas", he also has an "association" with "Duduzane

Zuma".

h) There is no conflict behveen his deaiingsjttith VR Laser Services, VR Laser

Property and Transnet as neither company'/ci'oes business with Transnet.

Mr

^BINDINGS:

THE MAIL & GUARDIAN'S EMTAU|RESPONSE IN RESPE.CT OF MR SHARMA'S

COMPLAINT, INCLUDING ATTACHED APPENDICES, TO':-T^E OMBUDSMAN

1. From our review cif.-Hthe-Mail & GularJdiarais email response "in respect of Mr

Sharma's complaint,^clud]n'gs,.attachedN«qpendices, to the Ombudsman, the

following was noted: ^'••\ ' ' ' > ' ^

/ • : : "
\ : •••.•>

a) MpiSharma's^ailegation 't!3atBa/iboard'"me;Jiber(s) had an influence on the

publication of t^defamatory'-article' is denied. The story is based "entirely on

-^"~vTvdocumentaw'evgdeliGe''and on^yie-record corroboration by sources".

V" b) kTfte>,Mail &'^Suardian ^vefj(j.pd when and how Mr Sharma purchased "VR

Lasefvjwjiich fraGluded speaking to ths former majority owner, "Mr van

Reenen",%vvhp soldrlnls share of the company to Mr Sharma; and to the

\;^.0iinority empowerment shareholder "Mr Jiyane", who initially kept his stak

Bi^ithen agreed to sell it to Craysure Investments, the company associated

i'and Mr Zuma.

V'-":

rr.Gfipt

c) He (MrSharma), "Mr van Reenen" and "Mr Jiyane" stated that the purchase

agreement for the purchase of "VR Laser" was concluded in December 2013

In addition, various elements of the purchase-agreement took several month

post-December to tie up. "VRLS Properties'" share register shows that "Issa

Capital" acquired its 100% shareholding in the company on 6 March 201

(attached hereto as Appendix 4.3).

This draft report is for management information and internal discussion purposes only. It may not be used lor any other
purpose or distributed to any third party without cur prior written consent
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d) Transnet finalised the locomotive tender award on 17 March 2014.

e) All the major bidders for the Transnet locomotive tender actively considered

the company (VR Laser) as a potential subcontractor even as Mr Sharma

. acquired part of it, and before the tender process he supervised was complete.

Neither Mr Sharma in his complaint, nor any other relevant party, has denied

these "highly significant visits by all the eventual winning bidders" that took

place as "Sharma was concluding negotiations for the acquisition of VR

Laser".

f) ' Mr Jiyane" also revealed that all foar;.f6tei|n,companies that would later win a

slice of Transnet's new loconrotjve tender'«Sad visited VR Laser's factory

between December 2013^aTTQ/;'january, to evaluate^ them as potential local

g) Mr Sharma approached "VR;filsaser>;tfjst and later-included Mr Essa.

NoKvithstandingtWefSeasons he (Mf>BKarma) arrived at for Including Mr Essa,

"it is clear that Mr^SharaaWintent to BiayHVR Laser" was unambiguous at the

outset". ^ , . Kv^,v ^#^

h) Mr^s^2,|asvprevious10been,;f(iftfjie^sas oh^of the 'leaders' of Sharma's

if^estment company, "Issa^eap'ital", v/hicrjTpv/ns "VRLS Properties".

^

i) "Shacma andj^Bssa are "'-oordirectors in another business, solar panel

Zt ' -manufaHunn^ Africa", since November 2012. They are

*als'iiS!3O-direc]|rs in a'tfqfd'^pompany, "National Agricultural Development

ProjectC^mce'We^ember 2012. The company's share register shows that

Sharma 'apcl, Essa%ra_ch acquired a shareholding in National Agriculture

^^pevelopmenHProject from the Gupta family owned companies on the same

lid$Mn November last year".

j) Botiti^n,Sfii|TiTia and Mr Essa informed the "M&G" that Mr Sharma's property

compaiiyVA/RLS Property" received rent from Mr Essa's "VR Laser" - "thus, M

Sharma derives direct material benefit from "VR Laser's" business",

k) The BADC chaired by Mr Sharraa-had overall supervision of all-Transnetgcoup

tenders above a certain threshold amount, which included the 1064 locomotive

contract.

I) The article demonstrates the business relationship since late 2013 betweer

This draft report \s for management information and internal discussion purposes only. It may not be used for any otter
purpose or distributed to any third party without our prior witter, consent.
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the Gupta's and Mr Sharma in two instances namely, Craysure Investments'

acquisition of a 24,9% stake in "VR Laser" after Messrs Sharma and Essa had

concluded purchase negotiations with its previous owners, and the transfer of

.shares from the Gupta family-linked companies to Sharma-and Essa-owned

companies in "National Agricultural Development Project".

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

is doing or contemplating doing business wit}j',Transnet\

n) Transnet confirmed that "VR Laser"_./l^aji-rperformed services" for Transnet

Engineering since 2006. /• • T ^ N ? ^

•I

:s

r

i I
i ,,,

5.4

5.5

5.6

INTERVIEWS AND CONSULTATIONS^VVITH TJgANSNET ST^Ff.REGARDING MR

SHARMA'S

1. Ms Ceba confirmed ttf|Uvlr^S;btarma is a*-T#n-Executive Director on the BOD of

Transnet as well as the G^airman^oTJthe BADGtofyTransnet.

^''^\FINDINGS:

RELEVANT BOARD MEMBERS AND

IN CONFIDENTIALITY AND HOW

POSSME LEAK OCCURRED

cannot irfvestiqata^Gf^Ronclude on this matter as Mr Sharma did not want to
vpfigyid8 us with^sgecific information that would make further investigation possible.

/Mf

w FINDINGS:

MR SHARMA'S ALLEGED ACQUISITION OF A SHARE !N VR LASER SERVICES

1. From Mr •'Sharma:s—email- correspondence--with Mr Mkwanazi and the

Ombudsman, Mr Sharma confirmed his relationships with Mr Essa (with whom he

also co-owns a property, refer Appendix 9.1), the Gupta family and Mr Zuma.

General Google searches and Mr Sharma's February 2013 and April 2014

This draft report is for management Information and internal discussion purposes only. It nay noi be used for any other
purpose cr distributed to any third party without our prior written consent.
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declarations (refer Appendix 5.2 and 5.3) also confirmed his spouse as Ms Tarina

Patel.

2. Our probity search results revealed that Mr Sharma has interests in the form of

directorships (including shareholding in certain instances) in the following entities,

which were not declared, as part of his annual February 2013 declaration, his April

2014 declaration or during any BADC meeting|]'(refer tables 1 and 2 below for a

breakdown relevant to Messrs Sharma ang^issa's active directorships). It should

be noted that Mr Sharma did however'deGiapeVfrjs interests in other entities (refer

Appendix 5.2 and 5.3 for the

a)

b)

79 NDC Swellendam (Ptyj"'Utti> appointed on 12/08/2©m

Appledore Investments (Pty) Qa^ppointeWon IB/OS^OBoa-Jt should be noted

that Mr Sharma'afsaneglected toBe&fafe his spouse's interest in this entity as

\
c)

d)

she is listed as an^'ct)v'efdirector,

Meer Sharma and Associates';<£(B> date dtYappointment is unknown (it should

be noielJ3jBat,the status^Qf.this enftfty-ijs l̂js^ed asO'cieregistration final");

tviufase Investments (Pty)^|.cl^ppointi3^ri 10/05/2006 (it should ba noted

thatffi|>status ofilhis entity is^tsted as "deregistration final");

Project (Pty) Ltd ("NADP"), appointed on

ot declare Mr Essa's active directorship in

this

PS^VRLS PropJ'cties (Pty.KUtd ("VRLS Properties"), appointed on 09/1272013.

H3. Although. Mr Sh,ciVma is not listed as a director of the entity styled "Elgasolve (Pty'

Ltd" (aHigassl&e>i, he declared a 50% shareholding in his February 201'

declarationT-T-lowever, Mr Sharma did not declare any further interests in thi

entity during his April 2014 declaration or any BADC meetings. Mr Sharma als

"•"• "did-'noT'cieclare Mr Essa's interest in this entity.

4. It is unknown to us when Mr Sharma became a shareholder in Elgasolve as w

did not have sight of this entity's share register.

This draft report is for management information and internal discussion purposes only. It may not be used for sny other
purposa or distributed to any third party without our prior written consent.
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Table 1: Summary of probity search results relevant to Mr Sharma

#

1

2

3

4

Mr Sharma's active
dlroctorGhip(s) & dates of

appointment

79 NDC Swellendam (Pty) Ltd,
appointed on 12/08/2013

Applodore Investmonts (Pty)
Ltd, appointed on 10/05/2006

Daqo South Africa (Ply) Ltd,
appointed on 07/11/2012

GMT Concepts (Pty) Ltd, s*
appointed on 12/11/2009

Finclin'gs? comments

• Mr Sharma did not declare his intere'stjiti'this epikys

79 NDC Swellondam (Ply) Ltdiaiid'Mr Essa share' trteisnme address details.

• Mr Sharma did not doclaiteh'iS'interesl in this entity. *s?ly:>.

• Ono of Mr Sharma's co-nclivl$8itectors is hjsvspouse, Ms TarTrfti'Lf2atcl, who was appointed on tho same
date as Mr Sharma. Mr Sharmavd'iti:not deoiSre'tyiis spouso's infeilos'Wn this entity.

• Appledore lntfu$ufioMts,(Pty) Ltd and Mufnse Investments (Ply) Ltd share the same auditors and address
details. x # . v ^ > r , . . s-S>.

• Mr Sharma declarejlihis inte?^?sl^njhis entitV'1(i'̂ tially limited to a directorship after which a 20%
shareholding was declared) on"ij^ffi?28/02/201^Vai1:d,24/0'1/2014 respectively. •

y,.;f.;gjiife'e"6fPfeSharma's diS;a_ctiveid.i_r^dlofiii!§|th[s^entity are styled "Dafeng Shi", "Feiyu Yao Dafeng" and
(•:

;^:V'"Xiang XuHpall̂ of whom \%fefa$p'6inted on'fl-tifj^amo date as Mr Sharma.

• l̂yjnJEssa is dlSS listed as an aciwe director of this entity and was appointed on the same date as Mr
Sna'fv îa. MftsifaTrOa.did not deiTara Mr Essa's interest in this entity.

~~'"^/.^-Daqo Stiutn.Africa (Pty)slltajand GMT Concepts (Pty) Ltd share the same address details.

. VK^SharmaWGiared his interest in this entity (20% shareholding) on both 28/02^013 and 24/04/2014
respectively. N ; i ^

,-, • Mr Shahnia's two cd'ac'tivo directors are "Yoke Fong Tan" and "Peck Hia Tan", both of whicli wero
W v appointe'a'i'on the samo date as Mr Sharma.

^^iiJj^Previousiylistcd address details of GMT Concepts (Pty) Ltd are similar to the address details of Issar
^|t?yestr|fe/ft?Holdings (Pty) Ltd and Issar Capital (Pty) Ltd ("Issar Capital").

• GM$j,Eoncepts (Pty) Ltd and Daqo South Africa (Ply) Ltd share the same address details.

This draft roport Is to{ managomont information and internal discussion purposos only. It rri3y not ba used for any other purposo a distributed lo any third party without our pi lor wiilton
'•• concent.
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Mr Sharma's active
directorship(s) & dates of

appointment

Issar Capital (Pty) Ltd,
appointed on 17/12/2010

Issar Investment Holdings
(Pty) Ltd, appointed on
14/01/2011

Meer Sharma and Associates
CC, date of appointment was
not reflected in our probity
search results;

'I
Mufase Investments (Pty^tcIJp
appointed on 10/05/2006:^1^--

National Agricultural N ^
Development Project (Pty) Lld,"^
appointed on 07/11/2013

Findings%comments

Mr Sharma declared his interest in thisA'3jfly/i(i00% shareholding) on both 20/02/2013 and 24/04/2014
respectively. /§\2.i-j? Mj>f; "•_

• Issar Capital and Issar InvestmoljfsHoldings (Ptyy^taj^haro the same address details and current auditors.

• Address details of Issar Cf]"pj(rii'is similar to previouslyiijitej^address details of GMT Concepts (Pty) Ltd.

Mr Sharma declared his iniejestjn this entity (100% shareholding) on both 2B/02/2013 and 24/04/2014
respectively. ^ j ^ ;£?:'-* <^--^

• Issar InvostmtfntCHpldings (Pty) Ltdi&jfaSlfiFrar'Capital share the sam'£?address details and current auditors.

• Address details ot^sarTro/estrnent Holdings?(fily) Ltd is similar to previously listed address details of GMT
Concepts (Pty) L t d ^ ^ ^ ^ f e u , ^ I ' l x

(4'v'.>Mr Sharii'iafdid not declarfe;,hiEj;nt'eJest intHLsjehtity.

• M'rjSharmniciitffTTbttdeclare his:jf«erestin this entity.

"^ii^^MufasBi-IHvbslments (Rty)'"'a!d anii«Appledore Investments (Pty) Ltd share tho samo auditors and address

» Mt':Sharma cli&Vnbt declare his interest in this entity.

4 • Mr Slfaf.fta's co-acljv^director is Mr Essa. Mr Sharma did not declare Mr Essa's interest in this entity.

^•'•^•f NADP a^llthemba (which is also an active director of VR Laser Services) share the same address details.

%+j^ccordingJf.b the share register of NADP, Elgasolvo owns 80% of the shares in this entity and Issar Capital
^"Q'^n.sjft^tremaininrj 20% of the shares in this entity.

This draft report is for management information and internal discussion purposos only. It may not bo used for any olher purpose or distributed to any third party without our prior written
consent.

35

OO

o
0078-0970-0001-0539

TRANSNET-REF-BUNDLE-05202



'•err" t_ j - • [^j. — »i1jimu<_-iK *MO3»aw* i • •'» 'KUUUUJ4M'

Private and Confidential
Draft

.WJMHinui- r^r

V

10

11

12

Mr Sharma'5 active
dlrectorship(s) & dates of

appointment

Nulano Investments 204 (Pty)
Ltd, appointed on 17/09/2008

ri

Transnet SOG:Ltd, appointed
on 13/12/2010:

VRLS Properties (Pty) Ltd,
appointed on 09/12/2013

Findings^comments

Mr Sharma declared his interest in this|plpy^GipQ% shareholding) on both 20/02/2013 and 24/04/2014
respectively. <,ftf0y " ^ i t u

• Nulane Investments 204 (Ptyj^tajlits current audiibjs^and Mr Essa share the same address details.

• Mr Sharma did not declare hislKi'erest in thii^efility. ^SJl'x

• Mr Shaima's c6S3Gtiv:^iiiirector in VRLSVgrqp^erties is Ithemba (appointed on 1 March 2014, which provides

cccretarial work to^brioU^cOmpanies), whidhtiSialso an active director of VR Laser Services.

•^vMM'ctfH^Ouj^rcvious directors of.lhiSTiinti^^Jocob ffaysor GreefP' and Mr DIoxham) wcro also previous

feft^directors ol<\'R Laser SGiSj&eiSl'n'd*VRLS investments (Pty) Ltd. Mr Van Reenen, a former director of this

\*Vefttily is also listed as a previous director of VR Laser Services and an active director of VRLS Investments

• l-^fv1rjiyane':ia)iprmor dirocl&f^pMlis entity, also holds an active directorship in VR Laser Services.

• VRLS^froporties tinaW/R Laser Services share the same address details.

\
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Table 2: Summary of probity search results relevant to Mr Essa's^tjijiefctorships held in entities relevant to this

investigation .<£0x

#

1

2 .

3

Mr Essa's active
directorship(s) & dates of

appointment

Daqo South Africa (Pty) Ltd,
appointed on 07/11/2012

Elgasolve (Pty) Ltd, appointed
on 02/12/2013

National Agricultural ^-^\
Development Project (PtyXiltcS^
appointed on 07/11/2013 ^ i ^

U >

,<*i\ "Findings /'Gbrnmcnts

• Mr Sharma declared his iqtprost in this entity (initially limilaflvtp a directorship after wliich a 20%
shareholding was declarod):jof|-:both 28/02/2013 and S't/O'l/sSji^respsctively.

• Three of Mr Sharma's co-active tii^bjjtprs^iRjt'Wj.s'entity are styledXl^feng Shi", "Feiyu Yao Dafeng" and
"Xiang Xu", alftftfjj^tyarn wore appoir\'t%fofj)(Re same date as Mr Sharma.

• Mr Essa is al50^kted'>a'M3q.:active directbf^S^this entity and was appointed on the same date as Mr
Sharma. Mr Shari^a'did h'ot^dhdare Mr EssSp^Interest in this entity.

• tDacio:.South Africa (Piy,)>Ltd and 'GWoKSonceptsv(l^j9).\l-td share the same addross details.

v.'^f^AUhough'fyjrlSharma is n'd*Jjslel)jas a directGpo^Elgasolve, he declared a 50% shareholding in this entity
AM^prt 2 a FebrGSfy 2013. No'f&rtpr declarations In relation lo this entity, including during BADC meetings,

"NJVece made^y'-Kir Sharma. H$\

S-i^S^* Mr Sl^,rr!i£i;;riiso-tiid:ppct-declare\"y1r?Essa's interest in this entity.

• 'JvirvS-iSsa's cSVsdtive director is'Mr Sharma (Mr Sharma did not declare his or Mr Essa's interest in this
entii£j^ "^f^v,

>r>i • NADP'at.icivlthemba (Which is also an active diroctor of VR Laser Services) share tho same- address details.

This draft report Is for management information and internal discussion purposes only. It may not be used for any olhor purpose or distributed to nny third party without our prior written
consenl.
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#

4

Mr Eesa's activo
diroctorship(s) & dates of

appointment

VR Laser Services (Pty) Ltd,

appointed on 14/01/2014

Finding^./icommonts

• Mr Sharma did not declare an interest injiifisjiantity, including his own or Mr Essn's (refer Diagram 1 on

page 39 for details pertaining to GUGÎ I(sTtl?e'st)vT?rVi

• According to the share registecrelhting to VR La's'dcS.ervices, Elgasolve owns 74.97o of ihe shares in this

entity and Craysure InvosrrjOntsgPty) Ltd owns the refraining 25.1% shares in this entity.

• From our analyses of tho Mici.q'Jpft Excel spreadsheet showiHtijill payments made to VR Laser Services,

Transnet's mos^recent procuremq'M',tj;on?,?S,Pj£aser Services oco'cJuied during the period February 2014 (o

April 2014 (td#fr$tifioiint of R3,S52!fs?|ie'xc!uding VAT).

\

- '*" V.

V~^^/.
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In addition to th'8 lack of appropriate declarations of interest by Mr Sharma as

listed above, the following should be noted in respect of Messrs Sharma, Essa,

Zuma and the Gupta family's interests in VR Laser Services (refer diagram 1

below for a breakdown relevant to these relationships):

a)

c)

d)

e)

0

g)

,<-:.rr'

Messrs Sharma and Essa are active directors of NADP, an entity in which

Elgasolve and Issar Capital hold an 80% ar02O% shareholding respectively.

Mr Essa is the sole director of EJgassive and Mr Sharma declared a

shareholding of 50% in this entity p '̂;.|-&7PeFijjary 2013.

Elgasolve in turn holds a 74.9%^hareholding;%)^R Laser Services.

Issar Capital in turn holds -4T4W% share in VRBS^Rropsrties, the entity from

which VR Laser Services ret;i]s>jand. ^ % . .

As such, Mr Sharma has ^ro-t^^sts/^n'^VR Laser 'Sejvjces through his

involvement in WfiGJjĵ IEIgasoive avh"a|§sar Capital respectively.

Mr Zuma and members^Qfethe Gupta^-family are listed as active directors c

Mbangela Investment^(Pty^Jra'-.and Shiv,at;Uranium (Pty) Ltd respectively

entities••w^iEh.previouslymeld sha'.resiJ'n-NADPrt.?

MxsZ'urna and^lmembers^^vtne^Guptaxfgrriily are further listed as active

directors of WesiSawn Investgignts (Pty) Ltd, an entity with 100% shareholding

^m Craysbfe.^p'v'estinsnts. Craysure Investments in turn has a 25.1°/

i Despite/rj.urnerotfG^requests to date (27 November 2014) we havo n~ f " •

the share;.^egisters^.'p|Ajssar Capital from Fin5 hcorponf' _ and Westdawn

*;\lnvestments^||ty) Ltd from Itemba Governance and Statutory Solutions.

This draft report Is for management information and internal discussion purposss only. It may no! bs used for any othsr
purposs of distributed to any third party without our prior written consent
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Diagram 1: Illustration of relationships relevant to VR Laser Services

WESTDAWN INVESTMENTS (PTY) LTD
(wo did not hava access to this entity's share

register)

Active directors *'

1. Rovindra Nalh •;;
2. Rajesh Kumar Gupta..since 03/02/2009
3. Ronlca Govender
4. ftonlca Rogavan
5. Duduzane Zuma, since30/09/2003

WESTDAWN
-OWN3100V.-

SHArtES IN

CRAYSURE INVESTMENTS
(PTY) LTD

Active rilrrrtor;:

1. Gart Potrua Johannes
Van Den Derg

2. Louis Botha Louruns

SINCE 27/02/2014
.CRAYSURE INVESMENTE

"OWNS 25.1%
SHARES IN !

^{0S£

NATIONAL AGRICULTURAL DEVELOPMENT
'PROJECT (PTY) LTD

Actlvo directors

SINCE 07/11/2013"
ELGASOLVE
OWNS 80%
SHARES IN

1. Iqbal Moor Sharma (QADC Chaii), since
07/11^2013

ZSallm AzizEsaa, slnco 07/11/2013

Previous dlrnt:tore

ELGASOLVE (PTY) LTD
(wo dkJ not tiavo access to this

cntlt/a share reQictor)
Mr. Sharma declared a G0%

Interest In this entity In his February
2013 declaration

Active directors

1. llhomba Govemanco and Statutory Solutions
(Pty) Ltd

'rpvious rhprnholdprs

1. Mbangela Investments (Pty) Ltd (active directors
incXjde Rajesh Kumar Guptaand DudU2nno
Zuma)

2. Shrva Urnnium (Kty) Ltd (activa directors Include
Atul Kumar Guptaand Duduzuno Zum^

I.SallmAzJzEssa,
slnco 02/12/2010

•i^SINCE 07/11/2013
NISSAR CAPITAL
OWNS 20%
SHARES IN

^W^

ISSAR CAPITAL(PTY) LTD
(we did not havo access to this

enlt/s share rcQbter)

Vctlve diroctorf:

1. Iqbal Moor Sharma (BADC
Chair), slnce17/12/2010

!SltiCE 27/02/2014

-OWNS 74.3%
SHARES IN

SINCE OG/Da'2014,
JSSAR CAPITAL

OWNS 100%
SHARES IN

TRANSNET OOC LTD

Active directors

1. Iqbal MeerShorma (Current Ctialnpersofi of th
DADQ,

since 13/12/2010-Transnct SOC LTD

tPROVIDES GOOD3 & SERVICES TO

VR LASFR SERVICES (PTY) LTD

Ar.Ttvo rflrnctonr

1. lihombQ Governance And Statutory Solutions
(Pty) Ltd

2. Inn Angus We Nad
3. Madoda John JlyaneGlncoQIAM/2003
4. Ntomblfuthl Esther Jlyani!01/02/2B10
C. SailmAdzEssa, slncu1-i/01/M14

1. VRLS Investments (Pty) Ltd

PAYS RENTAL TO

VRLS PROPERTIES (PTY) LTD

Actlvo director.*;

1. IthRmba Govemanco and Statutory Solutions
(Pty) Ltd

2. Iqbal Moor Shamu (DADC Chali),
sines 03/12/2013

Pn-vlour. shareholders

1. VRLS liivestinonts(Pty) Ltd

• This draft roport is lor managemGnl Information and inlsmal discussion purposes only. It may not be used for any olher purpose or distributed to any third party without our prior written consent.
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b. The following should also be noted with respect to Mr Sharma's email

correspondence to Mr Mkwanazi, dated 10 July 2014, and the Press Ombudsman,

dated 4 July 2014 in relation to the interests illustrated above:

a) Mr Sharma stated that VR Laser Services1 last invoice to Transnet was in 2011

for a "paltry" amount. This is however not correct as Transnet's most recent

procurement from VR Laser Services occyjfed in the period February 2014 to

April 2014. J^f

b) Although Mr Sharma stated that Vfi'v^aseTiS.ervices "was and currently still is

running at a loss", for which "considerable corfrributions from the shareholders"

were required, and that hejtffefaed not to "participate in the company" due to

the "capital calls", Mr SKarma does in fact havei;ari\interest in VR Laser

Services. This interest, as.;.discussed^ above, is Ney.fdent through his

involvement in NMDFVEIgasolve aHdlssar Capital respectively.

5.7 FINDINGS:
V?S-

MESSRS PfV/;RS?GUPfVv/AND ZUNI'A*;S ALLEGEQ)^EQUISITION OF AN INTEREST IN

''4'^ \i.\ "VROJASER SERVICES"

1r.,,Refer to filidirags.^B.oye^n.xespeoti'of "Mr Sharma's alleged acquisition of a share

vijP'Mn-^R'ffeaser S'e#ices° and<iM'gs.srs\£3upta and Zuma's alleged acquisition of an

U interesfTtTf^R Laserservices". "^

Jiyane cbWnmed tlnal?graysure Investments is in the process of purchasing his
\ ! - \'•vsnares in VR Laser Services. He further confirmed that Craysure Investments is a

wiiofi^owned si|||adiary of Westdawn Investments (Pty) Ltd.

3. WestdawnJnyi's&ents (Pty) Ltd is owned by Mr Zuma and the Gupta family.

i a

This draft report is ior management information and Internal discussion purposes only, It may not be used for any oiher
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5.8

5.9

FINDINGS:

THE ROLE PLAYED BY OTHER INDIVIDUALS / ENTITIES, INCLUDING RELATED

PROBITY SEARCH RESULTS AND SHAREHOLDING

1. Refer findings above in respect of "Mr Sharma's alleged acquisition of a share in

VR Laser Services" and "Messrs Gupta and Zuma's alleged acquisition of an

interest in VR Laser Services".

INTERVIEWS AND CONSULTATIONS WITH SHAREHOLDERS IN "VR LASER

1. During a telephone interview, I^i^an Reenen-stated the foilBwing:

a) VRLS lnvestmen}sX<#M^Ltd previouslKowned 74.9% of VR Lasers Services

and this companyXvvlas^Qyvixed by Mr^Blp^ham and Mr Van Reenen. The

d b X ^ ^remainipg,25.1% vvas-gwned byXf^f^jyane.^v;;^

b) Mr^iyarie Ivas-ihe one wno initiai&Tiafl::c.qntacTwith Mr Sharma around June /

c) He su£;se5uenfl£JT]et Mr Sha"rJTia around three to four times during the course

W\ d) Tney^rnanage^i^to reach^ant^greement of sale and the deal was done on 9

fe^ Mr Essa dnjykbecame^nvolved in'the deal when they were about to sign the
s'r^purchase agreement.

f) Premvthe pui€e{ Mr Sharma disclosed to him that he is on the Board o

Transn'R.r^V"

g) He stated that Mr Essa purchased VR Laser Services and Mr Sharrm

purchased VRLS Properties.

h) He stated that, at the time when negotiations began, the business was no

running at a profit and lost around R8 million in the 6, months leading up t

December.

i) He confirmed that he was aware that the winning bidders "came around", bu

This draft report is for management infcrmstion and internal discussion purposes only, It may not be ussd for any ciher
purpose or distributed lo any third party without our pior written consent.
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2. During a telephone interview, Mr Jiyane stated the following:

that he has no further knowledge of the visits as Mr Jiyane hosted them,

j) He stated that he is aware of Mr Jiyane being in negotiations to sell his shares.

a) The decision was taken to sell VR Laser Services around 2012.

b) He was involved with the initial sale proces%uwhich started around June / July

2013. y0^/

/•-.\%-7i>.
c) He was first introduced to Mr Essa^anfl' M.n-iEssa in turn introduced him to Mr

Sharma. This all occurred in & ^ Ni^

d) Mr Essa is currently the majofjty shareholder in'^RvLaser Services. Mr Essa

purchased these shares thVotlgh Elgasolve. '"Nv^%

e) VR Laser Services "hosts" a\^jrpber/-;oN:Original Equipment Manufacturers

("OEM's") on vagoBs^projects to dernoosirate manufacturing"'capabilities. VR

Laser Services nifmlfactlires variojs:-toomponents as well as fabricated

assemblies for variousfOEM's',.--<•%„. V"-X

f) The^ttvbH<3hinese cd%3aniesC^p'DAbached\iVR Laser Services around
' >.<"->-' "-;:.; : \ *<|% /Zi-'? N: : : ' : 'NV '

Nw'eVnber of'vjDBcember1^©^.-',^ They vvaj3ted to have a look at VR Laser

Servie'es' capacities and capabilities. He was approached by their BEE

^•".--Dartner^<Ji3--no1^ecal!f'tbe. narrfeijand was thereafter introduced to the Chinese

g) The tw£^hinesgv£pmpanies who visited in 2013 were "CSR" and "CNR".

•.^ They appr^|ched Vf^|Laser Services because they v/ere manufacturing the

'Vi-?\95 locomotives'' in terms of the previous Transnet contract.

h) 'f:netthird cqfepany was "General Electric'. He met them earlier last year or

towards.thejehd of 2012. VR Laser Services just discussed generally what the

company does etc. cutting steel,

i) "Esther Jiyane" is his wife and all his shares in VR Laser Services are held in

her name. , . - , . - . .

j) The share register is correct in saying that there are new shareholders.

However, the shares are not sold as yet as there are certain milestones that

need to be met before the sale can be completed.

This draft rspcri is for rnan.agctnsn! informa'ian and internal discussion p'jrpcsss only. It may not be used for any other
purpose a distributed lo any third party without our prior written consent.
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k) His shares are being sold to Craysure Investments. He only dealt with an

individual by the nama of "J.P Arora" from Craysure Investments.

I) He is aware that Craysure Investments is wholly owned by Westdawn

. Investments (Pty) Ltd.

m) He stated that Ithemba is the new company secretary for VR Laser Services.

n) When we tried to pose follow up questions to Mr Jiyane, we received a reply

via his lawyer that he is no longer preparedj©.-.be interviewed.

3. During a telephone interview, Mr Bloxharn'/rTeUtLoned the following:

a) He only negotiated with Mr Shajrncrfbr the sate/of^VR Laser Services.

b) During June/ July 2013, negotiations were at a'-hjflt due to disagreement on

the sale price. However, imBe.gtember 2013, Mr Shatma. approached him and

Mr Van Reenen again and cameuvj.th aj/etier offer. %>?\

5.10

^$^»:

INTERVIEW&AND CON§|JLTATrriJSIS^/VIJH Ef^LOYEES OF "VR LASER

sJ,RViCES^|E^ BIDDERS

1. During a^ephoneMTjterview, MfsfvlcNeil mentioned the following:

;--:~a)>He had'no^no"vViBdaVof.vvho iv&jcl. shares in VR Laser Serviceshares in VR Laser Services,

b) 'Be'ihad no Knot/ledge oftlie visits' that were conducted by the winning bidders.

'^2^Ouring a telepfijSne inte'rvj%w, Mr Botha mentioned the following:

%3?§He knows tfoaB.there are nev/ owners of VR Laser Services, but does not have

urther klfelmation about them.

b) HeTslpjategraYe of any site visits made by the winning bidders.

1-3
. J

5.11 FINDINGS:

INTERVIEWS AND CONSULTATIONS WITH BIDDERS REGARDING SITE VISITS

PERFORMED AT "VR LASER SERVICES"

Bombardier Transportation

This draft report is for ranagemsnl hfonTi3!ion and internal discussion purposes only, II may not be used for ary other
purpcsa or distiibulsd to any third party witho'jt our prior written consent.
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In an email dated 15 September 2014 (attached hereto as Appendix 10.1), Mr

Makhubela of Bombardier Transportation stated the following: 'They never visited

the premises of VR Laser Services."

SR E-Loco Supply (Pty) Ltd

1. In an email dated 16 October 2014 (attached hereto as Appendix 10.2), Mr Wang

of CSR E-Loco Supply stated the following: jfj'h.

a) They visited VR Laser Services in Octoj||r<2013;

b) The purpose of the visit was to iderjWyl'cipp^orJunities to improve the localisation

of locomotives being manufactured^ Transrret^

c) They do not know the detajIsyDj/the owners of VRUla.ser Services;

d) They had no contact with^MrvSharma and are noQTaware of his business

associates;

e) CSR E-Loco Suppiylgoncluded thatIrjey'would not do business with VR Laser

Services as they dfdtr)bVrnfa.etJheir mafiiff^cturing specifications-

f) They performed nurrieraus siieVyisits on a number of local suppliers, these site

to

manufacture Uie--951ocomfitiv'esyand

g) VRvU|js§r Servi'c^s visited ^ S R E-Loco Supply in China during April 2014

—, . . . . V - ^ - . ^ ; ^ ; - ^ " K - , uSsrh™..^ C S R E . L o c o supply has not appointed

i?aser S"erj/1ces' as 6ne-dr:tbeif sub-contractors.

v . . * \General Electrics'^
vin^an email dated 15 October 2013 (attached hereto as Appendix 10.3), M

Ze3a|0i--Ebrahirgsof General Electric stated the following:

a) They^rfey^r/^isited the premises of VR Laser Services;

b) The Traiishet Board of Directors visited General Electric in the United State

of America during October 2014. Mr Sharma was part of the delegation from

Transnet who visited them. There v/as no mention of VR Laser Services durin

this visit; and

c) There had been no communications between General'Electric and VR Lase

Services.

This draft report is for management Information and internal discussion purposes only. I! may not be ussd fcr any other
purpose cf distributed to any third party without our prior wrfcten consent
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CNR Import & Export Corporation Ltd

1. We have requested, but not yet received any feedback from CNR Import & Export

Corporate regarding the alleged site visits by them to VR Laser Services.

.12

I I I

i h

\T

-• y

13

!

.b

FINDINGS:

THE PROCESS FOLLOWED BY THE BADC IN AWARDING THE LOCOMOTIVE

CONTRACT TO THE FOUR WINNING BIDDERS

.FcQiS&S

1. According to Mr Thamsanqa Jiyane, tK&SBA"'D'©:s involvement with regards to th©s in

tv/o tenders (the Diesel and ElectracaJ Ibcomotiveltertders) collectively referred to

as the 1064 tender was as follows*-'" *%^k

a) Management obtained approval from the BOD and BA'EC, in accordance with

the delegations of authority ofxHransnetpe^go out on teof er to acquire 1064

locomotives; \W">.

b) The BADC then reylevTexfand approVeqta summary of the evaluation criteria

for the 1064 tender; ' v \ ~ v l ' i ;

c) Thea5JBA;0t>^^yas reqiTired tq/̂ arJpXoye^ theC recommendations made by

KTa"pagemenl-?s\to which'tehuereTs shoufdffee awarded the contract; and

dicKn

2/ fhe x BADC approved th^TFR Locomotive Procurement Strategy on 3 August

'feSMr SharrjiJr! was present at this meeting in his capacity as member of the

3. The two tenders collectively referred to as the 1064 tender was first advertised on

13 July 2012 according to Ms Lindiwe Mdietshe;- Commodities Manager at

Transnet and the Sunday Times' advertisement dated the same date.

4. The submission close date for the 1054 tender was 30 April 2013 according to the

This draft report is for management information and Internal discussion purposes only. It may not be used for any other
purpose or distributed ID any third party without our prior written consent

46

0078-0970-0001-0550

TRANSNET-REF-BUNDLE-05213



902

Private and Confidential
Draft

TRAN5NET

T
) l

1 \

1
;i
i l

1 J

is
1-1

Tender Opening Forms for tender numbers TFRAC-HO-8508 Electrical and

. TFRAC-HO-8609 Diesel.

5. According to the Tender Opening Form for tender number TFRAC-HO-8503

Electrical dated 30 April 2013, the following tenderers submitted tenders for the

Electrical tender:

a) BombadierTransportalions.Tr according4o;the evaluation documentation;

b) CSR E-Loco Supply Proprietary Liroi],e|j>rrT2'' according to the evaluation

documentation; /i^ir^^K.

c) Alstom (consortium consistina||jl Woman "Rajl^Consulting and Engineering

(Pty) Ltd and New Afaiay' Rail), "T3" ac-ctfi^iing to the evaluation

documentation; ^ ^ \*^.v
"'i't^.

t h l ^ m.6) Bongiveli, "T4" according to thl^aJuatip'nTdocumentationlJ^.

e) Siemens, "T5° a^|rd]ng to the evaTua'ppri documentation; ^

f) CNR Import & Exf5Bri''"C;iin0oration Ltc^eonsortium consisting of CNR Import

and Export, Globai^RaiIv;ayI|Afnca antfctCadiz Corporate Solutions &

Endjriapal^pty) Ltd), :'f:G\accor§iitgvtC}.ithe evafuation documentation; and

g) Miism/ToshibarjMars), °T7i ascbfding to'the^evaluation documentation.

•em
/ • • - ;••'„

for tender number TFRAC-HO-8609

•vfdllbv/ing tenderers submitted tenders for th

Diesel ten'der\

^a) CNR Imports Cdr^-ation LTD (consortium consisting of Global Railway

'H5''AJrrica/Cadi2;.t?orporate Solutions & Endinamix (Pty) Ltd), "T1° according to the

"e^Iuation doefimentation;

b) CS^lifeJjw.e^onsortium (consortium consisting of CSR Qishuyan Co. Ltd and

Pin Ezy-liwestrnents), "T2" according to the evaluation documentation;

c) EMD Africa, T3° according to the evaluation documentation; and

d) G E South Africa T4" according to-the evaluation documentation.

7. Management started evaluating the 1064 tender on 8 May 2013 according to the

first register of evaluators for the TFRAC-HO-8608 Electrical and TFRAC-HO-

This draft report is for management information and internal discussion purposes only. It may not be used for any other
purpose or distributed to any third party without our prior written consent.
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8509 Diesel tenders.

8. According to a memorandum submitted by Mr M'olefe ("Management") to the

BADC dated 17 January 2014 with the subject: "Request for approval to negotiate

and award of business to the short listed tenderers for the supply of 599 (COCO)

new dual voltage locomotives for the general freight business (GFB)", the

tenderers scored as follows during the evajifation of the Electrical locomotive

tender. /1*Wf'

• " • , ! •

1

2

3

4

5 ,<
• • ' - • • • .-.•

WHAT IS^BElKq NIEASUPED;^, •.VVEIGHT/.

BBBEE SCORE CARD ^ i ! ^ 10.00

SD f--' r?1 20.00

Further Recognition Criteria \ S
(Current)

Further Recogn1t!orf?Briteria

(Future) ^ ^ X ' ^ t ^ v

Price (Total Cost of O^ersYfif?'?*
(TCO) exd. unschedilie|jand V t

^exojVscjieauled rnaintenifrjfee
•.-aijd'excl. feni^point allocator))-'

^ 5 00i

-TOTAL SCORE .;;,.••.-. /. •• \..V: $-y. \/:':..•} : i p0 :

B.OCP?

15.50

| ^ 0 . 8 8

0.94

;-G5.96.

lit
J'6.00

0.47

2.11

36.60

4.00

15.12

1.26

11.85

32.41

B.OO

16.67

1.66

2.45

15.33

•44.60

Wi
6.00

15.89

2.16

1.82

26.78

52.64

Qz-Tienderers^^vana^^J^did not\meet the technical requirements for further

.v^'""evaiUalibD ancf therefore their^s'cores'are not included in the table above.

'" ̂ ;j0sAccording t6"-it:ols memorandum, management recommended that tenderers. T1

'<(B"ombadier Transportations) and T2 (CSR E-Loco Supply Proprietary Limited) be

awarded the contract to supply the Electrical locomotives.

11. This recofnrj^rfdation by management was approved by the BADC on 24 January

2014.

12. According to a" memorandum submitted by Mr Molefe ("Management") to the

BADC dated 17 January 2014 with the subject: "Request for Approval to Negotiate

and Award of Business to the Short Listed Tenderers for the Supply of 465 New

Diesel Locomotives for the General Freight Business (GFB)", the tenderers scored

This draft report Is for rransgement Information and in'emal discussion purposes only, li may not be used for any other
purpcsa or distributed to any third party without our prior written consent.
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as follows during the evaluation of the Diesel locomotive tender:

1

2

3

4

5

vj-j-'.iWHATIS BEING M E A S U R E P ^ -

B9BEE SCORE CARD

SD

Further Recognition Criteria (Current)

Further Recognition Criteria (Future)

Pries (Total Cost of Ownership (TCO)

excl. unscheduled and excl. scheduled

maintenance and excl. bonus point /,

allocation) *ij._

TOTAL SCORE.;;j:;.r-; v / v i v V S ^ / : V,

Tv/ElGHT;'

10.00

20.00

5.00

5.O0

•V' ''-60)00

LV.--'!::IPO.

6.00

13.23

0.60

1.44

17.48

•38.75'

->J2_;.\

0.00

16.12

0.36

0.99

16.65

10.00

14.36

1.90

1.32

13.35

\40.93

-J^-Vi-rj

9.00

13.34

1.31

1.93

37.13

:;62.76 ;

N
î̂  î

13. This memorandum then furtheujstates:

a) The above results were recomrriended.,.bys the Crossvirupctional Evaluation

Team ("CFET^tgvths subcomiMtee/^bwever, the subcommittee raised

concerns regardirigytife^arJcing of thevfelds received. The price for the second

highest tenderer v/as*more:;tl̂ a_ni.v.10% higfrervthan that of the lowest technically

accep'able^.price. V ^ ^yW^ v^z-%

b) TKis&vas'a'eo^cern to ths-subpommittee^due to the commercial exposure for

Trarjsnet andvJaiso Natidriaj^Treasury concern of not paying excessive

.__ premiufrfs^as.rDBiliried. in the^f^PFA guidelines of premiums not being more

•--~ilban,1 10/Cby)iHi"e use oUt|fev^9,0/it^evaluation criteria.

c) Thec%{gBET was^r.ecjuestedTiotihvestigate the reasons for the above concerns

,; and followfgg fuhf^efs^clarifications from tenderers concluded that the base

VjX^pricc of locomotives were too high.

dJvThe Group efiief Executive ("GCE") approved a decision that all the tenderers

muffc-JDe requested to submit a best and final commercial offer to see if the

abovevB0Reerns will be mitigated. ',

e) The decision was made after consultation with the Chairman of the BOD;

Chairman of the BADC and TLA.

f) The request for the best and final commercial offer provided a better outcome

as all the tenderers submitted better prices and the price differences were less

than 13% before negotiations and the CFET was confident that the price after

This draft report is for management information and inlernal discussion purposes only. It may no! be used for any o'her
purpose cr distributed to any third party without our prior written consent.

0078-0970-0001-0553

TRANSNET-REF-BUNDLE-05216



i !

Private and Confidential
• Draft

IRANSNET

(f

905

i •?

I
P
3

negotiations v/ill be within the allowed premium.

g) The final results of the evaluations after the best and final offers are

summarised in the table below:

1

2

3

4

5

. ' • • •

;•.• WHAT IS BEING MEASURED •" •

BBBEE SCORE CARD

SD

Further Recognition Criteria >''

(Current) f'-y -i

Further Recognition Critefia;J(Euture)

Price (Total Cost of Ov)n6rship

(TCO) excl. unschedulsd'aTiQisxcl.

scheduled maintenance and tJcGl-,

bonus poir.Wi'bca'Jon) '•'-;••'."

TOTAL S C O R E ? ; y t ) ; : ; - . ' . - : '

.VVEIGHT;-
.-.O'-;.';V.i;-:--'

^0.00

^ - 20.CO

' ' \ 5.00

5.00'"

j ^ 60.00

••' • '1 o Q_

6.00

13.23

0.60

'^sd.44

20.48

vT2-i; '

0.00

16.12

0.33

0.99

k
1S"£5

;.37.12

•,: J3-':.'

10.00

14.35

1.90

1.32

13.35

40.93

• •;J.i;;N

9.00

13.34

1.31

1.93

37.13

62.76

14.

contrapWo supply':tbe Diesel locomotives.

as approved by the BADC on 24 January

' V : !
¥6rJ_etters of inte^tAvere sen^bfi 28 January 2014 to the following entities:

'̂ Bba)'^Bbmbadier Transportation SA (Pty) Ltd;

b) CS^\y/r:'•'•/

c) CNR CuKsortium; and

d) GE South Africa Technologies (Pty) Ltd.

m

: 1

5 ..

5.13

THE ROLE MR SHARMA

CONTRACT

FINDINGS:

PLAYED IN AWARDING

TO THE FOUR WINNING

OF THE LOCOMOTIVE

BIDDERS
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p'jrposs or distributed to any third party without our prior written consent.

50

0078-0970-0001-0554

TRANSNET-REF-BUNDLE-05217



906

Private and Confidential
Draft

"IRANSNEf

l'1

I r • ;- •• "•,

15
' i

1. Mr Sharma was a member of the BADC from the BADC's first meeting held on 23

February 2011.

2. Mr Sharma was appointed by the BOD as the Chairman of the BADC on 29

August 2012.

As noted above, the BADC approved the TFRj.Lpcomotive Procurement Strategy

on 3 August 2011. Mr Sharma was presep't-nai this meeting in his capacity as

member of the BADC and therefore Mr^Shafea had full knov/ledge of Transnet's

in excess ĵof sR-50bn. ̂ | | s .intention to acquire a fleet i

The GCE approved a decision'fffiat all the tenderers fo*^$he Diesel tender must be

requested to submit

Chairman of th

and TIA. This resul£ed?im.G E South^Af/iica being awarded part of the Diesel

contract instead of ~" "~"" ~~*~

^7v,-:^r-s.,
\;fi

5.14

THE MANDATE BADC r^BUATING TO THE LOCO?^OTIVE CONTRACT

C ' ^ t

Chairperson on 21 November 2013: The

BADC'"o@{he Co'nYrnjttee" is c:on§]t^trted as a Committee of Transnet SOC Ltd in

ie Transnet BOD. This mandate has

jpdated'#|reflectlirT= new Companies Act, No. 71 of 2008 as well as the

I code ofigsvemance principles and King Report on Governance for South

K respect of another dat'igs assigned to it by the
V4:been updated'tekeflect tirTe' nev/ Companies

PURPOSE1-"'

a) To advance and maintain the Compan/s acquisition and disposals policies.

b) To approve procurement transactions within the Committee's delegated

authority.

c) To monitor trends in supplier development spent and progress on plan.

This draft report is fcr management informa'jcfi and internal discussion purposes only. It m=y not be used for any ether
purpose or distributed to any third party without our prior written consent.
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d) To consider strategic acquisitions and disposals and make recommendations

to the Board.

e) To consider, for recommendation to the Board, potential private sector

participation models.

f) To review quarterly capital expenditure reports, and monitor execution of

approved projects.

g) To monitor the implementation of strategip^acquisitions against the approved

plans. / 'V'

h) To approve procurement strategies ior"pfbposed acquisitions.
\ * \ r %

COMPOSITION J

a) At least four Directors of tt'i

b)

c)

d)

'ij> e)

sj-.B.ompany sliall be mem,6,er,s of this Committee,

the majority of vvhom must Be'ujjjdepj^'e'nt non-executfva directors. The

Chairman of the^Bc&fd'Shall be a rriember of this Committee."

The members of thVCommtttee as a wffole must have sufficient qualifications

and experience to fulfil-\beir dljlfgsf?^ v ' v^X

ThefSeeret^vshall be to|:Grouj3?jQ6nipa|iy secretary or her designate.

Th'e^sremuneTatyQn of the>"?Sh'airman "ana Committee members will be

determined byUJJie RemuRer.ation, Social and Ethics Committee and

?f5commVn;dedVrDyAtHe'^Board't(*rb\ approval by the Shareholder Minister in

aceorjdance'wjt|ivthe approve^ee structure.

The foliqwjng shal.i;attend by invitation:

The tir^up ChieFExecutive or a duly mandated designate;

£ r ^ The Grqt(p Chief Financial Officer or a duly mandated designate; and

•••̂ :-P;The Group Executive: Group Legal Services.

• ^l@G|i^pther persons determined by the Committee, who may include,

wKere deemed necessary by the Committee, members of senior

management and independent acquisition and disposal experts.

The other Non-Executive Directors may attend the Committee's meetings.

ROLES AND RESPONSIBILITIES••

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

This draft report is for mansgemenl information and internal discussion purposes only. It may not be ussd for sny other
purpose cr distributed to any third party without our prior written consent.
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maker- of recommendations to the Board for its consideration and final

approval.

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.

AUTHORITY

a)

b)

c)

d)

The Committee has authority to- s0$X'

Have access to any inforrnati^jVne'eSs-stp fulfil its responsibilities.

Seek independent advjee^through the'|?Group Company Secretary's

Office, at the Comparf^s^expense. !'C$k

• .. Have direct access to an^executive of the CompaJjyjDr its subsidiaries.

Make amendments to the^andatey'sijDject to approvaiSby the Board.

The Committee\fn;5v?-form, and delegate authority to, steering committees

composed of designatja^rner^bers of the^eqmmittee.

The Co£nmittee shalTlmake the:^rec.ommeridatbns to the Board that it deems

appfo'prlat'e^o.aany area;wjthin_4he'-ambit-ojits Verms of reference where action

6r-:TmprovemenUis required.-: "i:vi? "'••-'

Direcbiaccess/toUhe Chainpap of the Board, Group Chief Executive and

% ,
TERMS OF4REFEN0E-

a). The Commiiiee

"v:;,. OverseeMhe reviev; of and recommend for approval by the Board

"v v^goliciefrtelevant to the Committee's Mandate.

Agpove procedure manuals that are legally compliant (where applicable)

and provide for an appropriate procurement and provisioning system

• which is fair, equitable, transparent, cost-effective.

Approve tenders and contracts up to the maximum of investment

decision/budget. This includes acquisition and disposals of movable and

immovable property, capital • investments operational expenditure,

provision and acquisition of services approval for establishing

1

=3
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infrastructure, maintenance, refurbishment, and purchasing fuel, and

excludes guarantees, indemnities and securities.

Monitor trends in supplier development spend and progress on plan

(including support of government's economic policies, Competitive

Supplier Development Programme, local supplier development and

BBBEE (preferential procurement and enterprise development).

Consider strategic acqulsitions^???and disposals and make

recommendations to the Board. / 0 ^

Consider, for recommendatjormfo^riK Board, potential private sector

participation models. i ^ ^ | l

The Committee may^Bppfove, where stf^cieiegated by the Board

Directors, followina YrVJ-'accordance with the '(SbmDanv's Deleaation

of

Directors

Authority

>rs, following Vri^ccordance with the '^cj^pany's Delegation of

ity Framework. ~'^-\ /£l(f0 " ^ ? x

Table 3: Capex DelGgatipns\&^>.,

«

^Fk

l£r.Cape^ijCJjJdHdfin annu3!!£prporate Plan and

bVjdget̂ of the Objnp.any: \~t=>

s^Kv t̂h a project

5.1.2
"• .tiapex ncKicluded in annual Corporals Plan and

Budget of the^eiompany:

^ifX To commence with a project

m
Increase in Estimated Total Cost (ETC) of

•^5-'ixjsting/approved projects

5.1.4

5.1.5

Asset Write-off/Scrapping: Moveabls Assets

Asset Write-oftVScrapping/Demolition of Immovable

Assets (excluding land) e.g. buildings, structures

Board Acquisitions

and Disposals

Committee's

Delegation

Approval of all

transactions between

R1000m and R2000m

Approval of all

transactions between

R500mand R1000m

Approval of all

transactions between

R1000m and R1400m

Approval of all

transach'ons befv;een

R250m and-.R7.00m

Approval of all

transactions between

R250m and R300m
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5.1.6

5.1.8

Disposal of rnoveabla assets (excluding sale of

scrap)

Alienation/acquisition of immovable property (land

and servitude)

Approval of all

transactions between

R250m and R700m

Approval of all

transactions between

R350m and R500m

FINDINGSW

TRANSNET VENDOR LISTS COMPARED^©'ENTITIES IDENTIFIED DURING THE

COURSE OFJ"H^INVESttSATION

1. As previously mentioned, VRj^Laser Services is list£cJ>as an active vendor of

Transnet, of which the most reeJe^|vprocurerrjent occurretffhjhe period February

2014 to April 2014. (\/,R Laser Serti^texjinVoica dated 5 Marcl? 2014, to a total

value of R 4,049.57^ajiaehed hereto astyppandix 11.1)

5.16 ( ^ ' & f ; % v ;5^. FI_N;D.]N(3S^ "<&

FORENSjeJlMAGiiNfe^ND ANAL^st^OF TRANSNET DEVICES ALLOCATED TO

1 WiR SHARMA

6a";^i

c^

'^\ilMgsconsuli%tipnsJwitrj"Ws.,vCeBa;.;-it was confirmed that Mr Sharma does not

have ~a"^ransnet\6'wned laptop/desktop computer or email address. However, Mr

Sharma wa|;JallobaVrSi|);a. Transnet owned iPad which was stolen last year. The

Irsplacement iPad is ciirfefatly in the possession of Transnet and as such, no

Idr^nsic imagingJvOas performed during the course of this investigation as we were

adviser^hat MjisBarma did not have access to the replacement iPad.

' p

' T

5.17 FINDINGS:

INTERVIEWS AND CONSULTATIONS WITHJ-HE MAIL & GUARDIAN

2. A discussion with the Mail & Guardian was held on 18 August 2014 and we were

provided with the Mail & Guardian's response to the Ombudsman relating to Mr

Sharma's complaint. The contents of this response, including attached share
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FINDINGS:

INTERVIEWS AND CONSULTATIONS WITH MR SHARMA

a) In an interview conducted with Mr Sharma on 19 November 2014 he informed

us of the following: jS0\

Declarations: .S^^

b) He is currently not a shareholde?>of Elgasolv'e^nd also was not a shareholder

of Elgasolve when he macie^his declarations^V'2013 and 2014. He only

declared the interest in his^ebruary 2013 declara'tib'.n\as he was under the

impression that he was a sharei.yo[der.y-:0:?:> 'sI'.N,,

c) He did not declaifillisjnterests in AppleBore Investments (Pt'y) Ltd and Mufase

Investments (Ptyj^ttQ'^rr.vhjs Februa^S2013 and April 2014 declarations

because he thought w>was"ri'ojfenger a dJfe'Gtqr of these entities. According to

him-i5e?'[|s'igried as a director ofifi|'s¥^ent[ties'two or three years ago.

d) HeMd not dfj.cfare his intei;e?t;-:in Mee'r-§h'arma and Associates CC as this

X
H

NADP and VRLS Properties as he was no

of these entities, he thought he was only a

share>i3l§er oH\/RLS Properties. According to Mr Sharma it sometimes

^wv, happens^at. he sigtis^iocuments put in front of him without him reading wha

is that he\J|$igning. Mr Sharma did not provide us with an answer as to why

tie>did not deejare his shareholding in VRLS Properties.

Mr ai3'anna?tstated that he should have declared his irf) Mr S.̂ 'annaKstated that he should have declared his interests in NADP and

VLRS ^Pfoperiies in his April 2014 declaration. Not declaring this was an

oversight by him. In addition, he informed us that there are no conflicts that he

failed to declare in his'February;-2013 or April 2014 declarations.

g) Mr Sharma's understanding of what he is required to declare is any interests o

him or his family that is in conflict with Transnet.
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'urchase of VR Laser Services:

h)

j)

Mr Sharma saw an opportunity in VR Laser Services within the defense

business. In his travels he met various people who kept asking about defense

vehicles (armed vehicles) and one individual in Saudi Arabia from G4Security

wanted armed vehicles for cash in transit purposes.

Mr Sharma conducted internet searches looking for entities that would be able

to provide these services. This is how he/hiajjbened to stumble upon VR Laser

Services. <<££.¥£

"Salim" (Mr Essa) knew someone^/VRvliaser Services and introduced Mr

Sharma to "Benny" (Mr Jiyane&iMr Sharma'Vand "Benny" chatted in March

2013. "Benny" wanted to ifu.yidut his other shareholders and keep his interest

(24% or 25%) in the business^M^ Sharma}and his advisers then met with John

van Reenen who,gave them foutefiftaoeial-istaternents to Iboklat for pricing and

they concluded "fnejtnajiisaction in Dee'embsr 2013. According to Mr Sharma

negotiations never n, the halt\vas.just part of the normal negotiation
X . 'i.

k)

m
V . . ^ \ _

Dunng^OctoBer. 2013 he^invoIvei&'Salim", VR" Laser Services had potentia

(v/ifJ3>^edigree*BS it is a v^Qayear old business) but it was going through a

slump\-MrxSharnfa1sJdea was%ig use VR Laser Services as an OEM to make

•;:armed arrib'tJlanifces~a/rod.;gas.h inWansit vehicles. The company had losses with

no^fStufe plar^vj'but he sawitljat he could trim a lot of fat off the expenses

"Salim"'\vas onlylgesely av/are of what was going on and his involvement was

going to be^Jimited. Hswever once Mr Sharma realised that it was going to take
--> \":r^

.ntirj to two yeare, to break even with VR Laser Services he knew he did not havi

enei5.gh liqy'Mt'y. 'Mr Sharma then handed VR Laser Service to "Salim". Th

trans"aGfiQrTv-was split in two: "Salim" took the business and he took th

property.

During January 2014 Mr Sharma had a fallout with "Benny" as a result o

undisclosed matters relating to the income and expenses of VR Lase

Services. After this Mr Sharrna had no dealings or communication wit!

"Benny". He later read in the newspaper that Westdawn bought Benny's share

Mr Sharma does not know how Westdawn got introduced to "Benny" as he di
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not introduce/Senny" to Westdawn. Mr Sharma confirmed that Westdawn is

owned by/Mr Zuma and Mr Gupta and that he knows them well,

m) In return for giving "Salim" VR Laser Services, Mr Sharma obtained "Salim's"

share in "DAQO".

n) / h e purchase of VR Laser Services coinciding with the locomotive contract

was pure coincidence.

p)

of information:

Mr Sharma isj^^'arej^LthfiXil^n^^Ql'tfi'e/Soard, having a direct interest in a

comparfyi("Steffanutti Stocks").^ CMS dealing?%rectly with Transnet and which

is making—tetS—el—fftOTTc5??1frorn Transnet. M(*£Sharrria believes this is

inappropriate even though t^Chairman of the Boarc3fti^clared it to Transnet.

Mr Sharma cannot give furthveri>;inforrriatio'n on who\>£p.ths board leaked

information, becatjs|;,;he is reservingfusVfight to take further"action as he thinks

the chairperson's eohcl'Qef'ljas not beeh:a|Dpropriate. In this regard, he stated:

Within hours orate M&®arttde, theiiraainperson called a meeting to deal

h \

teit iT

^er5p

fTd

having a meeting without Mr

to^b:sipable teiatieTfeTdue to^b:sipg out of the country;

^^"^ " ' - ^ f te chairp'efson o?TRe ib"ard has.an agenda against him (Mr Sharma);

<r3S-?T^>v. • He *̂(rCir:;siVar;ma}%as calWliby the company secretary who informed hihim

tfiayrheeting v?o(ij'^b5vfescheduled, however a full board meeting

the matter was dealt with differently than as with other

matter's^ ' ^ S ,

In the'\:j3bard meeting he (the chairman of the board) proposed an

i|^s investi(^|b£Leven after the Chief Executive had (after the article) sent out

'^ap(1flfemal enjaa saying that they found no substance in the article and

thes is no need to further investigate;

During this meeting the chairman of the board said the audit committee

will lead the investigation. This means they (the audit committee) would

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

to deal with this. n"hen a separate committee was established to deal with

this matter, J

(/
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I (Mr Sharma) question the intent of the chairman of the board, because

he appointed a separate committee which is not normal practice;

'•/rr-SJTarrna) had sight of the preliminary findings report submitted by

PwC to Trans?TetrVViien I (MrjSJT3rma)^id_not get it from PwC, I (Mr

Sharma) got it from the^company secretary on 18 November 2014;

• I (Mr Sharma) believe it is retribution for taking action in the past against

another board member that is retated.tetthe chairperson of the board;

The chairperson of the board is m âffjpg executive decisions v/hen he is a

non-executive; and ,£^.^\~fSv^

The audit committee didj<nQt "oversee tjiej-Jnvestigation and it was not

handled with transpare^e^nd objectivity. Vv?^

T\

I)
a

I

P
n

B

1. Based on the findings.^ernanli;pig from oiir^grpcedures performed, the following

conclusions were reacheffi\

2. Declarations of Interest

;Tfia.follow|rkj entities, including his shareholding, in his

€?'
\ ...Tv

i. ftj$ane lnWslments 204 (Pty) Ltd (100% shareholding);

\ ii. Issariiovestment Holdings (Pty) Ltd (100% shareholding);

%. M
Ajî NlssBpCS âpital (100% shareholding);

iv. GMT Concepts (Pty) Ltd (20% shareholding);

v. DAQO South Africa (Pty) Ltd (did not declare a shareholding); and

vi. Elgasolve (50% shareholding).
b) According to our entity searches, Mr Sharma was a director in the following

This draft report is for management information and internal discussion purposes only. It may net be used for any other
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entities during February 2013: -

i. Nulane Investments 204 (Pty) Ltd (appointed as a director on

2008/09/17);

ii. Issar Investment Holdings (Pry) Ltd (appointed as a director on

2011/01/14);

iii, Issar Capital (appointed as a direQiofon 2010/12/17);

iv. GMT Concepts (Pty) Ltd (appQihied^a director on 2009/11/12);

v. DAQO South ^0K
(appointed tsja^director on 2012/11/07);

'vi. Appledore

2005/05/18)

re lnvestments\ (Pty) Ltd (appointeo^as a didirector on

vii. Mufase Investmeqtsv^ty) Ltd (ap^pjnted as a director on 2006/05/10);

| |p/12; i3);and

1x>. Meer Sfoarma and Ksso'ciates CC ^appointment date not available but

•^iw,, Sharma,is the sole-member of this entity and it has been active

" N sincej£>December<v1994j ^Our probity searches indicate that this entity

<. ̂ has been^deregistere'g^uliowever no date of deregistration is provided.
vln additiohllVr.Sharma is still shown as an active member.

fi-il.n his Februajif 2013 declaration, Mr Sharma failed to declare his interests in

tHeI\follov/ing?efitities:

Investments (Pty) Ltd;

ii. Mufase Investments (Pty) Ltd; and

iii. Meer Sharma and Associates CC (current status of entity is

"dsregistration final", however no date of when this entity was

deregistered could be obtained).

This draft report is for mapagsmsn! Information and internal discussion purposes only. It may not be usxi for any oilier
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d) Probity searches do not show Mr Sharma being a director in Elgasolve at any

point in time.

e) We are not in possession of the share register for Elgasolve in order to

ascertain Mr Sharrna's possible shareholding in this entity.

f) Mr Sharma declared the following entitiesj^wjth his shareholding, in his April

2014 declaration: / ^ ^

i. Mulane Investments 204 (R'lySiifdti^0?/o shareholding);

ii. Issar Investment Hpldings.(Pty) Ltd (100%V|hareholding);

'iii. Issar Capital (100% shareholding)^ "^§£\

iv. GMT Cor\ge'pts^ty) Ltd (26tv.'i:sTfarehoIding); and

v. DAQO Southtltrica {F?^;Ltd (28^|}Jareholding).

q) Elda's'sive was-not declaredjn Mr'Sharaals-.April 2014 declaration.

_Ji) AccorSing^to cfur'eptity searclies Mr Sharma was a director in the following

^_ Entities dur'np April 2014^ V -

I NJlajie Investments 204 (Pty) Ltd (appointed as a director on

2008/03/17)/v""

v"?:5k IssarsJRvestment Holdings (Pty) Ltd (appointed as a director o

iii. Issar Capital (appointed as a director on 2010/12717);

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

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

1 h

This draft report Is for management infcm=tion aid internal discussion purposes only. It may nol ba used for any o'.hsr
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vi. Appledore Investments (Pty) Ltd (appointed as a director on

2006/05/18);

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

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

ix. Meer Sharma and Associates CC/appointment date not available, but

Mr Sharma is the sole memb.eL'af4"his entity and it has been active

since 2 December 1994). lj^adititMHjOur probity searches indicate that

this entity has bsen derfgistered hoTveyer no date of deregistration is

provided; /QM-

(MS
•x. NADP (appointed as a^'jrector on-20'

xi. 79 NDC:Svy;p"oQdam (Pty) btd.i'appointed as a director on 2013/08/12);

and \ 2 V ~

xfr^'vBcs Properties {appointed as a director on 2013/12/09).

i) In April-2.Q-.14 MrjcSharma failedUo declare his interests in the

' - • hv^Appl|dore lnvestfii.tnjs (Rty) Ltd;

ii. Wiufase Investments (Pty) Ltd;

lii. MeerfeSharma and Associates CC (current status of entity is
v. "deregistration final", however no date of when this entity was

-̂ -••>'«='-°>""-*ered could be obtained);

iv. NADP; and

v. VRLS Properties. - "'•

j) In terms of Transnet's Declaration of Interest Policy, a director has a duty to

discloss any interests or Related and Inter-Related person(s)".

This draft report is for management information and internal discussion purposes only. It may nol bs used for any other
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k) Mr Sharma failed to declare his wife's, Ms Tarina Patel, interest in Appledore

Investments (Pty) Ltd.

1) NADP is jointly owned by Issar Capital and Elgasolve.

m) Mr Sharma is tha sole director of Issar Capital and Mr Essa is the sole director

of Elgasolve. Mr Sharma did not declareJjJipDusiness interest with Mr Essa to

Transnet. J.&£\

n) Furthermore, Mr Essa is one Bfjfjje directorsxqf|VJR Laser Services. VR Laser

Services' most recen

February 2014 to April

Services' most recent pr-pqurement with Trans'rjet*. occurred in the period

V-i:»v

o) According to thei'isjrare register of-S/l|^asGr Services, Elgasolve owns 74.9%

of VR Laser S i i ^ ^ f c ' '^ :%

p) Accordjng^tp Mr ShaTxrra VR Ua_s.e"vServic'e "̂;]eases the property which it

conducts business from.\J:his-fjjoperryisTo"wned by VRLS Properties.

vii
q) VRLS r̂a.pertiesy-|s>1^00% owr̂ ed bowned by Issar Capital. Mr Sharma is a co-dxector

^'d%\ r) Mr ShVrma. didri'o^make any additional declarations of interests at any BADC

\ meetings>'-\

3. ThVf'Gxjpta familyland Mr Zuma

a) The sfi'ai'e'fegister for VR Laser Services shows that Elgasolve owns a 74.9%

share in VR Laser Services and Craysure Investments owns the remaining

25.1% share in VR Laser Services. w.r... -,_.,_

b) The share register for Craysure Investments shows that it is wholly owned by

Westdawn Investments.

This draft report is for management information and internal discussion purposes only. It may not be used for any other
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c) Our entity search on Westdawn Investments revealed that the following

individuals are directors in this entity:

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

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

iii. Ronica Govender (appointed as^feffne'ctor on 2005/07/30)

iv. Ronice Ragavan (appointedTa's^ cJir&fctor on 2005/07/30) •

v. Mr Zuma (appointedcasVa''ciirector on 2008(09730)
y<0

d) Mr'Jiyane confirmed that heis^'r^the progess of sellingvfiTs.shares in VR Laser

Services to Craysyre lnvestmen1"sfl\H6vvfever, the shareTe^gister of VR Laser

Services reflects'@'ray^sL;re investments^ being the new minority shareholder.

e) Mr Jjy^ajie^iurther confirmed itiat^flajs awareMhat Craysure Investments is

owngci'By Westdawn Investment's!/7 ' " "x ' - tx

f) Accor9|rag.to th^/5hare regisfef|pf NADP, Mbangela Investments (Pty) Ltd and

-;;>lic;§)?:iva Uran!Lfm^(Pty) Li^ajQ.botrl^entities that held a majority share in NADP.

5>v g) Mbangeia:*."]nveslments (Pty) Ltd and Shiva Uranium (Pty) Ltd are both
vv ; : \_ companiesWwhich fHe^Gupta family as well as Mr Zuma have directorships.

mh) MrsS^armaiafid Mr Essa are the current directors/owners of NADP.

4. Negotiations pertaining to VR Laser Services

a) The directors of VR Laser Services mentioned the following:

i. Mr Jiyane was the one who initially had contact with Mr Sharma.

This draft report is for management Information 2nd internal discussion pu:pcs°s only. II may nol bs used for any other
purpose or distributed ta any third party without cur prior written consent.
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ii. Mr Sharma subsequently met v/ith Mr Van Reenen and Mr Bloxham

around three to four times during the course of 2013.

iii. Negotiations for the sale of VR Laser Services broke down around July

2013.

iv. Mr Sharma returned, in September 2013, to Mr Van Reenen and Mr

Bloxham v/ith a new offer. x^v--'

ey managed to reach aR>:agr '̂emen\V0hsale and the deal was done on
"\ -~ „ ~ . « u n n 4 n X - • ->/•'J XA' •'-.

v. Th

9 December 2013.

twt
vi. According to Mr Van Reejnbn, Mr Bssa only becarrie'involved in the

when they ,wgte,about to sigh^e}giirchase agreement

deal

vii. According to Mr-Van Ke.epen, Mr Sharrna disclosed from the outset that
V

^•.h^ii^opjhe Board of Transnet^T"^,- N"'X

17/
VR^Tiif::r'iv1rsEssa plSjphased Vf^jaser Services and Mr Sharma purchased VRL!

\ v ix. '' Vs^yrrently the-TTiajority shareholder in VR Laser Services. M

shares through Elgasolve.

5. Visifeto VR Lasdr Services

a) Mr Jiyari&* stated the following in respect of the visits made by the winning

bidders to VR Laser Services:

i. The two Chinese companies who visited VR Laser Services in 201.

were "CSR" and "CNR".-' They approached VR Laser Services aroun

November or December 2013.

This draft report is for management Information and internal discussion purposes only. It may not be used for any other
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ii. CSR and CNR were manufacturing the "95 locomotives" in terms of the

previous Transnet locomotive contract. They visited VR Laser

Services because of this contract.

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

of VR Laser Services'.

iv. CSR and CNR were manufacturing^!e "95 locomotives" in terms of the

previous Transnet locomotive.^prftract.

v. The third company wasVGeneralNcgi|ctric". Mr Jiyane met them

towards the end of 2Q/J;Z:6r early 2013. ''{federal Electric" never visited

the premises of VRHJa'ser Services. N s ^ \

6. Response from Winning Bidders n " ^ K

a) Bonifear ''erSfransportat ora,stated that they never visited

b) GS.Rvk-Loco -stated thatNth"~ey.->visited VR-^laser Servic

VR Laser Services.

tfTl^visited VR-'^aser Services in October 2013,

howey^ijhey^cfiif^not appoih't^/R Laser Services to perform any work for them

;\?i.-'^vas.they aTdWollrTfee'fffie'vmanufaGt'Uring specifications,

•i* c) CSRvE-Loco'iurther state'cRnaMhey had no c
\^-,y

contact with Mr Sharma.

:" \ d) Generai'.-EIectric^stated that they never visited the premises of VR Laser
r4;1;>K Services. \ ; A v~^

e);\General Eleejfjc did, however, meet with Mr Sharma as he was part of a

TJ-a'iisnet del'e|ation who visited General Electric in the United States of

f) We are'sVill awaiting feedback from CNR.

7. Mr Sharma's role in awarding of the 1064 contract

a) Mr Sharma has been a member_of the BADC since 23 February 2011;

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

TWs draft report is lor mansga-nsnt Information and internal discussion purposes only. It may not be us=d for sny other
purpose or distributed lo sny third party without our prior written consent.
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August 2012;

c) The BADC was responsible for overseeing and making of recommendations to

the BOD with regards to procurement transactions within the Committee's

delegated authority;

d) The BADC oversaw the tender process for the 1064 tender since before it was

first advertised on 13 July 2012. / _j>

e) The GCE approved a decision that'ajUhejienderers for the Diesel tender must

be requested to submit a b e s t e d final commercial offer after consultation with

Mr Mkwanazi, Mr Sharma^ampTIA. This resuilejitJQ G E South Africa being

awarded part of the Diese!;eqrilract instead of

f) The BADC -apjpxgj/ed the recommejia'aiTons made by management on 17

January 2014 to Wara«h :eJ 064 conffac.yo the four winning bidders.

•*«. "• " v

/
\ \ .WAY-FORWAREb

\ .--v

1. Based orithe findncjs emanating from our procedures performed, we recommend

'•'^{Re'ifollowingj pxt steps "̂ -̂  %

*' a) The matter^Wreferred to Trafhsnets counsel in order to obtain an opinion on

\ the follD^ng. qp^-

•,:% i. Anfj'tansgr^sslgris of any Transnet's policy;
V w ^ ii. Has^^y criminal offence been committed; be it statutory and/or

v ' fe>^ comihipn law; and

ili£-:\©Mgni share registers for all of the related entities and conduct an

analysis of said share registers.

jf
Is
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CLIENT SIGNATURE

COMMENTS

SIGNATURE f£fp

CLOSE OUT DATE ,clpP>s

Status Key:

AS= Ahsad of Schedule >©j| Track BS =VB%nd Schedule

/S^s

m

?

\ . -T~V,* ~ _".
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1. Mail and Guardian article dated 4 July 2014 •

2. Regulatory framework and Transnet policies

3. Mr Sharma's email response to Mr Mkwanazi

4. Declarations made by Mr. Sharma

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

6. Interviews with former VR laser Services shareholders

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

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

9. Interview with Mr Sharma

10. Summary of our findings

11. Way forward
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0078-0970-0001-0574

TRANSNET-REF-BUNDLE-05237



Mail and Guardian article dated 4 July 2.014

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

2. The successful bidders, all foreign entities, were required (in terms of then'
contracts with Transnet) to procure 60% of their components from the
South African market.

3. It was alleged that Mr Sharma acquired a share in an entity styled "VR Laser
Services".

4. It was also alleged that the said sh" ie was acquired shortly prior to the
announcement of the winning bidders on the locomotive contract.

5. The winning bidders, prior to the awarding of the locomotive contract,
performed a site visit at the premises of VR Laser Services to assess the
possibility of subcontracting to VR Laser Services.
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Mail and Guardian article dated 4 July 2014
(continues)

\
6. The newspaper article also alleged that, shortly after Mr Sharma's share

acquisition, an entity in which Messrs Rajesh Gupta ("Mr Gupta") and
Duduzane Zuma ("Mr Zuma") have a share, acquired a share in VR Laser
Services.
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Regulatory framework and Transnet policies

1. Constitution of the Republic of South Africa Act No. 108 of 1996 ("The
Constitution")

2. Companies Act No. 71 of 2008 ("Companies Act"). Page 18 of the report

3. Prevention and Combatdng of Corrupt Activities Act No. 12 of 2004
C'POCA")

4. October 2013 Transnet Supply Chain Policy. Page 8 of the report

5. Transnet Declaration of interest policy. Page 9 of the report

6. King III report. Page 24 of the report

7. Transnet Code of Ethics policy. Page 24 of the report

o
00
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JMr Shairma's email response to Mr MkvDaneLzi

1. He identified an opportunity with VR Laser Services and set out to acquire
it.

2. He "initiated" discussions and proceeded to "negotiate" with the "owners".
Did not mention names.

3. His first meeting with VR Laser Services was in March 2013, after which
formal discussions followed in May 2013 and the "deal" was subsequently
finalised in December 2013.

4. He approached "Mr Essa" (Mr Salim Aziz Essa, "Mr Essa") as an additional
investor as a result of the final negotiated price and "not wanting to over
leverage the transaction".

5. As Mr Sharma was not in a position to contribute due to the required
"capital calls", 75% of VR Laser Services was subsequently bought by Mr
Essa-and the balance (25%) remained with an existing shareholder. Mr
Sharma bought VRLS Property and VR Laser Services operates from this
property.

NJ
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Mr Sharma's email response to Mr Mkivainazi
(continues)

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

7. Due to his "limitedbudget", he "remains" with "a properly company" and
does not participate hi the "operating business".

8. VR Laser Services' last invoice to Transnet was in 2011 and does not
currently do any business with Transnet.

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

o
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Mr Shcmnna's email response to Mr Mlcwanazi
(continues)

p

10. He has been, and currently still is, "friends" with the "Guptas" ("the
Guptas"). Whether he does business with the "Guptas" or not is a "personal
matter".

11. There is no conflict between his "private business affairs" and his roles and
responsibility to Transnet.

0078-0970-0001-0580

TRANSNET-REF-BUNDLE-05243



Messrs Shorma's, Gupta andZuma's alleged
acquisition of a share in VR Laser Services

WESTDAWN INVESTMENTS (PTY) LTD
(we did not have access lo Ihla entity's chara

• register)

Actlvo tilroctors: ?

1. riavindra Nalli
2. Rajosh Kumar Gupta,' since 03/02/2003
3. Rontca Govender
4. Ronica Ragavan
5. Duduzane Zuma, since 30/09/2000

NATIONAL AGRICULTURAL DEVELOPMENT
PROJECT (PTY) LTD

Active directors:

1. Iqbal MeerSharma (DADC Chair), since
07/11/2013

2. Sallm Aziz Essa, since 07/11/2013

Previous directors

1. Ithemba Governance and Statutory Solutions
(Pty) Ltd

'rovlous shareholders

1. Mbangela Investments (Pty) Ltd (actlvo directors
Include RaJBsh Kumar Gupta and Duduranc
Zuma)

2. Shiva Uranium (Pty) Ltd (actlvo directors Induda
Atul Kumar Gupta and Duduzano Zuma)

WESTDAWN
-OWNS 100"/.-
SHARES IN

SiNCE 07/11/2013
ELGASOLVE
OWNS 80%
SHARES IN

SINCE 07/11/2013
ISSAR CAPITAL
OWNS 20V.
SHARES IN

CRAYSUrtE INVESTMENTS
(PTY) LTD

Active ijlrpctnrs;

1. Geit Petrus Johannes
Van Don Cora

2. Louis Botha Louruns

ELGASCLVE (PTY) LTD
(wo did not have access to this

entity's share register)
Mr. Sharma doctorod a 50%

Interest In Ihls ontily In his February
2013 declaration

Actlvo directors:

1.3allm AzIzEssa,'
slnco 02(12/2010

ISOAR CAPITAL (PTY) LTD
(wa did not have access to this

entity's share register)

ctlvn diroctprs:

1. Iqbal Moor Shorma (BADC
Chair), slnco 17/12/2010

SINCE 27/0272014
CRAYSURE INVESMENTS

"OWNS 2G.1V.
SHARES IN

SINCE 27/02/2014
ELGASOLVE

-OWNS 74.9%
SHARES IN

SINCE 06/03/2014,
ISSAR CAPITAL

"OWNS 100%
SHARES IN

TRANSNET SOC LTD

Acilvo directors:

1. Iqbal Meer Sharma (Current Chairperson or the
nADC),

since 13/12/2010-Transnct SOC LTD

PROVIDES GOODS «. SERVICES TO

VR LASER SERVICES (PTYI LTD

Active director.-;:

1. Hhornba Governance. And statutory Solutions
(Ply) Ltd

2. Ian Angus Me Noil
3. Mjdoda John Jlyane, since 01/0"t/I003
4. l.'lomblluthl Estlior Jiyano, 01/02/2010
5. Salim Aziz Eosa, since 14/01/2014

Envious sh^rnhouiprs

1. VRLS Investmonts (Pty) Ltd

PAYS RENTAL TO

VRLS PROPERTIES (PTY) LTD

Actlvo directors:

1. llhembo Govornancn and Statutory Solutions
(Pty) Ltd

2. Iqbal Moor Sharma (BADC Chair),
tinea oa/12/2013

'revlous shordioldon;

1. VRL3 Investmonls (Pty) Ltd

D
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Interviews -with former VR laser Services
shareho Iders

"Mr. VanReenen

l. Mr. van Reenen stated that VRjLSInvestments (Pw) Ltd previously owned
4.9% of VR Lasers Services and tliiF^ompsiJY^s owned by Mr I

and him. •
2. The remaining 25.1% was owned by Mr Benny Jiyane (Mr Jiyane).

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

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

5. Mr Essa only became involved in the deal when they were about to sign the
purchase agreement.
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Interviews with former VR laser Services
shareholders (Continues)

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

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

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

9. He confirmed that he was aware that the winning bidders "came around",
but that he has no further laiowledge of the visits as Mr Jiyane hosted them.

Mr. Jiyane

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

UJ
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Interviews with former VJR. laser Services
shareholders (Continues)

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

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

13. Mr Essa is currently the majority shareholder in VR Laser Services. Mr Essa
purchased these shares through Elgasolve.

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

15. The two Chinese companies approached VR Laser Services around
November or December 2013. They wanted to have a look at VR Laser
Services' capacities and capabilities. Hr yas approached by their BEE
partner (did not recall the name) and \\ us thereaf ter introduced to the
Chinese partners.

:2
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Interviews "with former VK laser Services
shareholders (Continues)

16. The two Chinese companies who visited iii2Oi3\vere "£S£T and "CNR".
ey-Hpproached VR Laser Services becausVthey were manufacturing the
locomotives\in terms of the previous Transnet contract. C^i^

^ < ^ __J <z^
17. Th^ThlM"cHnipany was "General Electric". He met them earlier last year or

towards the end of 2012. VR Laser Services just discussed generally what
the company does etc. cutting steel. ^ — -

18. "Esther Jiyane" is his wife and all his share£in VR Laser Services)are held in
her name.

19. The share register is correct in saying that there are new shareholders.
However, the shares are not sold as yet as there are certain milestones that
need to be met before the sale can be completed.

20. His shares are being sold to Craysure Investments. He only dealt with an
individual by the name of" J.P Arora" from Craysure Investments.

-13
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Interviews with former VS. laser Services
shareholders (Continues)

21. He is- aware that Craysure Investments is wholly owned by Westdawn
Investments (Pty) Ltd.

22. He stated that Ithemba is the new company secretary for VR Laser Services.

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

Mr. Bloxham

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

25. During June/ July 2013, negotiations were at a halt due to disagreement on
the sale price. However, in September 2013, Mr Sharma approached him
and Mr Van Reenen again and came with a better offer.
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Interviews with wiJirdrig bidders on their
site visits to VR Laser Services

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

2. No reply from CNR.

3. GE and Bombardier did not visit VR Laser Services.

4. CSR did visit the premises of VR Laser Services.

5. During April 2014, VR Laser Services visited the premises of CSR in China.

6. A Transnet delegation did however visit GE in the USA during October 2014.,

7. All the above was confirmed by Mr. Jiyane.

15
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Process followed by the BADC in awarding the
locomotive contract to the four -winning bidders
l. According to Mr Thamsanqa Jiyane (Not related to Mr Benny Jiyane from

VII Laser Services) from Transnet, the BADC's involvement with regards to
the two tenders (the Diesel and Electrical locomotive tenders) collectively
referred to as the 1064 tender was as follows:

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

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

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

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

16
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Process followed by the BADC in awarding the
locomotive contract to the four winning bidders
(Continues)

1.5. The BADC approved the TFR Locomotive Procurement Strategy on 3
August 2011. Mr Sharma was present at this meeting in his capacity as
member of the BADC;

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

1.7. The submission close date for the 1064 tender was 30 April 2013
according to the Tender Opening Forms for tender numbers TFRAC-
HO-8608 Electrical andTFRAC-HO-8609 Diesel.

17
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Process followed by the BADC in awarding the
locomo'tive contract to the jour winning bidders
(Con'tinues)
2. According to the Tender Opening Form for tender number TFRAC-HO-

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

2.1. Bombardier Transportations;

2.2. CSRE-Loco Supply Proprietary Limited;

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

2.4. Bongiveli; •

2.5. Siemens;

2.6. CNR Import & Export Corporation Ltd (consortium consisting of CNR
Import and Export;

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

2.8. Mitsui/Toshiba (Mars).
18
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Process followed by the BADC in awarding the
locomotive contract to the four 'winning bidders .
(Continues)
3. According to the Tender Opening Form for tender number TFRAC-HO-

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

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

3.2. CSR Loliwe Consortium (consortium consisting of CSR Qishuyan Co.
Ltd and Pin Ezy Investments);

3.3. EMD Africa; and

3.4. GE South Africa.

4. Management recommended that the tenderers from Bombardier
Transportations and CSRE-Loco Supply Proprietary Limited be awarded
the contract to supply the Electrical locomotives.

5. This recommendation by management was approved by the BADC on 24
January 2014.
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Process followed by the BADC in awarding the
locomotive contract to the four winning bidders
(Continues)
6. On tlae Diesel locomotive contracts, best and final offers were requested and

the final results of the evaluations after the best and final offers are that
tenderers CNR Import & Corporation LTD and G E South Africa be awarded
the contract to supply the Diesel locomotives.

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

8. Letters of intent were sent on 28 January 2014 to the following entities:

8.1. Bombardier Transportation SA (Pty) Ltd;

8.2. CSR;

8.3. CNR Consortium; and

8.4. GE South Africa Technologies (Pty) Ltd.

20
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Interview with Mr Sharnia

Re: The leaking of information:

1. Mr Sharma reserved his rights pertaining to the alleged leaking of
information. As a result he decide;"1 M.ot to provide information on this.

Re: Declarations of interest:

2. He is currently not a shareholder of Elgasolve and also was not a
shareholder of Elgasolve when he made his declarations in 2013 and 2014.
He only declared the interest in his February 2013 declaration as he was
under the impression that he was a shareholder.

3. He did not declare his interests in Appledore Investments (Pty) Ltd and
Mufase Investments (Pty) Ltd in his February 2013 and April 2014
declarations because he thought he was no longer a director of these
entities. According to him he resigned as a director of these entities two or
three years ago.
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Interview with Mr Sharma (Continues)

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

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

6. According to Mr Sharma it sometimes happens that he signs documents put
in front of him without him reading what it is that he is signing.

7. Mr Sharma stated that he should have declared his interests in NADP and
VLRS Properties in his April 2014 declaration. Not declaring this was an
oversight by him.
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InterbievD with Mr Sharina (Continues)

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

9. Mr Sliarma's understanding of what he is required to declare is any interests
of him or his family that is in conflict with Transnet.

Re: Purchase ofVR Laser Services:

10. Mr Sharrna saw an opportunity in VR Laser Services within the defence
business. In his travels he met various people who kept asldng about defence
vehicles (armed vehicles) and one individual in Saudi Arabia from
G4Security wanted armed vehicles for cash in transit purposes.

11. Mr Sharma conducted internet searches looking for entities that would be
able to provide these services. This is how he happened to stumble upon VR
Laser Services.
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uoith. Mr SJiarmna (Continues)

Re: Purchase ofVR Laser Services (continues):

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

13. Mr Sharma and his advisors then met with John van Reenen who gave them
four financial statements to look at for pricing and. they concluded the
transaction in December 2013.

14. According to Mr Sharma negotiations never broke down, the halt was just
part of the normal negotiation process.

15. During October 2013 he involved Mr Essa. VR Laser Services had potential
(with pedigree as it is a 70 year old business) but it was going through a
slump. Mr Sharma's idea was to use VR Laser Services as an OEM to make
armed ambulances and cash in transit vehicles.
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Interview with Mr Sharma (Continues)

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

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

18. During January 2014 Mr Sharma had a fallout with Mr Benny Jiyane as a
result of undisclosed matters relating to the income and expenses of VR
Laser Services. After this Mr Sharma had no dealings or communication
withMr B enny Jiyane.

19. He later read in the newspaper that Westdawn bought Mr Benny Jiyane3 s
share.
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Interview with Mr Sharma (Continues)

20. Mr Sharma does not know how Westdawn got introduced to Mr Benny
Jiyane as he did not introduce Mr Benny Jiyane to Westdawn. Mr Sharma
confirmed that Westdawn is owned "by Mr Zuma and Mr Gupta and that he
know ŝ them well.

21. The purchase of VR Laser Services coinciding with the locomotive contract
was pure coincidence.

Re: Objections raised by Mr Sharma:

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

23. In his objection he critized the G> finnan of the Board.

24. Mr Sharma confirmed that the Company Secretary provided him with a
copy of a PwC presentation on this investigation (contrary to our advice not
too), prior to our interview with him.

26
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of our findings

1. Mr Sharma declared the following entities, including his shareholding, in his
February 2013 declaration:

1.1. Nulane Investments 204 (Pty) Ltd (100% shareholding);
1.2. Issar Investment Holdings (Pty) Ltd (100% shareholding);
1.3. Issar Capital (100% shareholding);
1.4. GMT Concepts (Pty) Ltd (20% shareholding);
1.5. DAQO South Africa (Pty) Ltd (did not declare a shareholding); and
1.6. Elgasolve (50% shareholding).

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

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

2.2. Issar Investment Holdings (Pty) Ltd (appointed as a director on
2011/01/14).
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Summary ofourfijidijigs (Cojithnies)

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

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

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

6. Appledore Investments (Pty) Ltd (appointed as a director on'2006/05/18).

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

8. Meer Sharma and Associates CC (appointment date not available but Mr
Sharrna is the sole director of this entity and it has been active since 2
December 1994).

9. In his February 2013 declaration, Mr Sharma failed to declare his interests
in the following entities:

9.1. Appledore Investments (Pty) Ltd;
9.2. Mufase Investments (Pty) Ltd; and.
9.3. Meer Sharma and Associates CC.
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Summary of 'our findings (Continues)

14. According to our entity searches, Mr Sharma was a director in the following
entities during April 2014:
14.1. Nulane Investments 204 (Pty) Ltd (appointed as a director on

2008/09/17);
14.2; Issar Investment Holdings (Pty) Ltd (appointed as a director on

; 2011/01/14);
14.3. Issar Capital (appointed as a director on 2010/12/17);
14.4. GMT Concepts (Pty) Ltd (appointed as a director on 2009/11/12);
14.5. DAQO South Africa (Pty) Ltd (appointed as a director on

2012/11/07);
14.6. Appledore Investments (Pty) Ltd (appointed as a director on

2006/05/18);
14.7. Mufase Investments (Pty) Ltd (appointed as a director on

2006/05/10);

14.8. Meer Sharma and Associates CC (appointment date not available but
Mr Sharma is the sole director of this entity and it has been active
since 2 December 1994);
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Suwiwiary ojourfiiR.din.gs (Continues)

14.9. NADP (appointed as a director on 2013/11/07);
14.10. 79 NDC Swellendam (Pty) Ltd (appointed as a director on

2013/08/12); and
14.11. VRLS Properties (appointed as a director on 2013/12/09).

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

15.1. Appledore Investments (Pty) Ltd;
15.2. Mufase Investments (Pty) Ltd;
15.3 Meer Sharma and Associates CC;
15.4. NADP; and
15.5. VRLS Properties.

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

17. Mr Sharma failed to declare his wife's, Ms Tarina Patel, interest in
Appledore Investments (Pty) Ltd.
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Summary of our findings (Continues)

18. NADP is jointly owned by Issar Capital and Elgasolve.

19. Mr Sharma is the sole director of Issar Capital and Mr Essa is the sole
director of Elgasolve. Mr Sharma did not declare his business interest with
Mr Essa to Transnet.

20. Furthermore, Mr Essa is one of the directors of VR Laser Services. VR Laser
Services' most recent procurement with Transnet occurred in the period
February 2014 to April 2014.

21. According to Mr Sharma VR Laser Services leases the property which it
conducts business from. This property is owned by VRJLS Properties.

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

23. Mr Sharma did not make any additional declarations of interests at any
BADC meetings.
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Summary of our findings (Continues)

The Gupta family and Mr Zuma

24. The share register for VR Laser Services shows that Elgasolve owns a 74.9%
share in VR Laser Services and Craysure Investments owns the remaining
25.1% share in VR Laser Services.

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

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

26.1. Ravindra Nath (appointed as director on 2006/07/30);
26.2. Mr Gupta (appointed as a director on 2009/02/03);
26.3. Ronica Govender (appointed as a director on 2006/07/30);
26.4;Ronice Ragavan (appointed as a director on 2006/07/30); and
26.5;Mr Zuma (appointed as a director on 2008/09/30).
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SuLmmavy of owfindings (Continues)

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

28. Mr Jiyane furtlier confirmed that he is aware that Craysure Investments is
owned by Westdawn Investments.

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

30. Mbangela Investments (Pty) Ltd and Shiva Uranium (Pty) Ltd are both
companies in which the Gupta family as well as Mr Zuma have
directorships.

34
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Summary of our findings (Continues)

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

Negotiations

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

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

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

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

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

32.5. They managed to reach an agreement of sale and the deal was done on
9 December 2013;
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Summary of our findings (Continues)

32.6. According to Mr Van Reenen, Mr Essa only became involved in tlie
deal when they were about to sign the purchase agreement;

32.7. According to Mr Van Reenen, Mr Sharma disclosed from the outset
that he is on tlie Board of Transnet;

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

32.9. Mr Essa is currently tlie majority shareholder in VR Laser Services.
Mr Essa purchased these shares through Elgasolve.

Visits to VR Laser Services

33. Mr Jiyane stated the following in respect of the visits made by tlie winning
bidders to VR Laser Services:

33.1. The two Chinese companies who visited VR Laser Services in 2013
were "CSR" and "CNR". They approached VR Laser Services around
November or December 2013;
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Szairmary of OUT findings (Continues)

33.2. CSR and CNR were manufacturing the "95 locomotives" in terms of the
previous Transnet locomotive contract. They visited VR Laser Services
because.of this contract;

33.3. The purpose of the visit was to evaluate the capacities and capabilities
of VR Laser Services';

33.4. CSR and CNR were manufacturing the "95 locomotives" in terms of the
previous Transnet locomotive contract; and

33.5. The third company was "General Electric". Mr Jiyane met them
towards the end of 2012 or early 2013. "General Electric" never visited
the premises of VR Laser Services.

Response from. 1/Vinning Bidders

34. Bombardier and GE stated that they never visited VR Laser Services.

35. CSRjdid visit the premises of VR Laser Services. CSR also confirmed that
VR Laser Services visited then- premises in China during April 2014. CSR
never appointed VR Laser Services as one of their sub-contractors.
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Summary of our findings (Continues)

Mr Sharma's vole in awarding of the 1064 contract

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

37. Mr Sharma was appointed as.tlie Chairman of the BADC by the BOD on 2.9
August 2012.

38. The feADC was responsible for overseeing and maldng of recommendations
to the BOD with regards to procurement transactions within the
Committee's delegated authority.

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

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

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

1. It is recommended that the matter be referred to Transnet's counsel in
order to obtain an opinion on the following:

1.1. Any transgressions of any Transnet's policy?

i.2.Has any criminal offence been committed; be it statutory and/or
common law?

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