THE PROCUREMENT OF
TRANSNET'S 95

VOLUME 3A

MARCH 2019

ATTORNEYS




TRANSNET-REF-BUNDLE-08255

, LIST.OF ABBREVIATIONS
LIST OF ROLE PLAYERS_
ﬁLIST OF COMMITTEES :
UST OF EXH!B[TS ‘

o LHAPTER 1 Introductlon and Background
(‘HAPT!—R 2 Procuroment Procesc o
CHAPTER 3 Recommendations ..o

March 2019 ! www.mnsattorneys.co.za i 1



March 2019

ADC E

' Aéqdisiﬁons&Dﬁ%pdsél’s Committee. * -

TRANSNET-REF-BUNDLE-08256

Descnptic)n

- Baoc.

| Board Acqutsmons and D:sposals Commcttee

BBBEE T

5 | Board of Dtrectors

Broad Based Black Economlc Empowerment

80D
CAPIC e Lapltal Investment Commi’l(teev b
__CZFET e Ty Cross Functional Evaluataon Tear.A ) i 8 _
 Constitution The Constitution of the Republlc of South Afrlca 1996 Lok o : i
CSR CSR E-Loco Supply Proprietary Limited (now CRRC Eit6o Supply " ‘
) Proprietary Limited) L
DoA |l Delegation of Authority il & I.
ETC Estimated Total Cost/s |
_ GCE Group Chief Executive .
_ GFB_ p— General Freight Business i ‘
GC_SCO Group Chief Supply Chain Officer
_FiFMA m N _ Public Finance Management Act 1 of 1999 (as amended) _‘
PMO | Project Managgment Office I
| PPPFA | Preferential Procurement Policy Framework Act 5 of 2000 N o
PPM | Procurement Procedures Manual T
PRECCA B Prevention and Combating of Corrupt Activities Act 12 of 2094 g
RFP Request for Proposal/s . ~ 5 :mw
:I'E | Tranﬂsggf( Engineering =
TFR I Transnet Freight Rail
| TFRIC = | Transnet Freight Rail Investment Committee ~
__TIA | Transnet Internal Audit

www.mnsattorneys.co.za
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LIST OF ROLE PLAYERS

" Below a‘re the names of persons who played a role in the procurement of the 95 Electric
e Locomotrves referred to m this Report and exhibits:

e

Name of Persons r Descrlp’uon of role or capacity

Mr Bnan Molefe e | Former Transnet Group Chief.Executive (GCE) (2011-2014)

| Mr Garry Pita -l |'e Former Group Chlef Supply Chain Officer (GCSCO) (2010 - 2015) |

l ‘Ms Lmdrwe Mdletshe I i'v Former Commodlty Manager Transnet Frerght Rail {2012 2015)

5

Mr Maﬁka Mkwanaa i Former i g ’
] Charrperson of the Transnet Board of Dnrectors (2010 2014)

’ | = " Member of the BADC: - , s e
lM *:Malusr Gigaba - - » FormerMlnlsterofPubthnterpnses (2010 2014) s A o

¢ BT

L _,_Mm,Pravm Gordhan Former Mrnrster of Fmance (2009 2014) (2015 2017) i

ﬂ}', Ao

| Former i = e Ryl
g4 =Rl A0S -‘ Chief Executtve of Transnet Frerght Rarl (2006 2016) Eeo
105, m D R Charrperson of Transnet Frerght Rail Investment Commlttee

] ;Mr\Themsanqe Jiyane . Current Chref Ofﬁcer Advanced Manufac’éurmg Transnet Engmeenng | oA
| , S - {2015 - current) =~ 1. s
le Former Chref Procurement Ofﬁcer Transnet Frelght Ra|l (2012 - 2015} -

Mr Wang Pan l o Deputy Director: CSR E Loco Supply
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,‘ Befow rare the commlttees that were in place and / or estabhshed durmg the procurement uf fhe
95 Electrrc Locomotlves and whnch are referred to m thls Report and exhrblts It

Names of members

Members (2012)
o ME Mkwanazi (Chaxrperson) 3, 0
B Mofefe (Group Chief Executive) .
“hief. F;mnr:ai Ofﬁcor)
B;) Mk\wr' i
"1rw i
. hf Mo ‘/L
o NBP Geaba : ;
o MP Malungani 3
o NK Choubey = U4
‘ e MA Fannuchi
»
L]
[ )
L ]

Structure

Y Farbes

HD Gazendarmn

N Mocla

NR Ntshingila
e i Sharma
1B Skosana

BADC

L]
| e M Mkw:maa ‘
= N Njeke
« D Tshepe
‘ ‘ o On 13 January 2013, it was recommended that N Mnxasana be appointed |
as a member, ?
| » Njeke was rctired asa momber on 2‘3 June 201 5 i
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CFET Members (2012)
| * Abdool Lutchka
: 7 < e Benny Steyn
o Dave Hansen
e Devendran Govender ‘
. Edith Mufamadi

__Elvis Tshavhllmge
., Fnkkte Harris - |
e Gerhard Breedt -~
o Graham Paverd -
) Hendnk Fourie
- *[ e Henk Kruger
.
®
.
.

X

: itumeteng Fanampe
- Janvan Tonder .
~Joel Mathonsi. +-
John Kannemeyer

. Kexth de Vos .
. Kenneth D:edncks K a
« . Laasen Govender -
&, Lindiwe Mdletshe . .
< Londiwe Shabalafa, . |
.. Luwng Borchard-
. ‘Mesham Slvnaralm g
s NICk Breytanbach
o Nkululeko Gobhozi
Lol Nomusa Kumalo - |
o Phil du PLessis |
e Robert Frohling |
s Sanjiv Sewpaul |
e Sara Assegai
[ ]
L )
*
*
[ )
[ )
.
[ )
L ]
L]
[ ]

el

Seloke Fabiao
Shaun Phillips ‘
Thabiso Motsamai

Thato Morake ‘
Trevor Downward
Vilvalingum Nair
Vincent Malale
Wesley van Heerden
Wiehen le Roux |
Willem Kuys

Willie Coetzee

Winfried Mors |

i
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Name of entity Role of entity
CSR Zhuzhou Electric {(“CSR") Awarded a tender to manufacture the 95 Elactric Locomotives
l Locomotive Co, Ltd |
- s = e . i = e i
| SSMM Rail Solutions {"Muki Projects”) bidder for the manufacturing of the 95 Electric Locomotives
Consortium {("Muki [
rojects”)
Nelesco 85 (Pty) Ltd | {("Nelesco”) bidder for the manufacturing of the 95 Ele tric Locomotives |
| (“Nelesco”) ik dals A g T pag s S Bk 5

Saturn Railway Solutions | ("Saturn”) bidder for thé mért}uf”actugihg)of,the QS Electrig Logémoti\};éé g
‘ (Pty) Ltd (“Saturn”) M et e e Do i S S

| Siemens Limited | (“Siemens”) bidder for the manufacturing of the 95 Electric Loéqmotiyes -
{“Siemens”) ! e . :

Surtees Railway Supplies f ("Surtees”) bidder for the manufacturing of the 95 Electric Locomotives ¥
(Pty) Ltd (“Surtees”) |

Mairch 2019 | www.mnsattorneys.co.za
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i = Transnet 2011/12 Transnet Corporate Plan

. Transnet 2011 Locomotive Fleet and Modernisation Plan

- Mermorandum’ for approval to proceed w:th the acqucsmon of 43 diesel and 95 Electric
i Locomotnves datéd 26 July 201J. St e o

Excerpt of BADC minutes of the meetmg held on 3 August 2011 certlﬁed donb6 Aprll 2018 |

Transnet Busmess Case for the 95 (138} Locomotwes dated August 2011 '

| Mmutes of the-Board Meetmg of 31 August 2011

PFMA 554(2) (d} Notnﬁcatton to the Mmuster of Finance - 5 October 2011

: PFMA 554(2) (d) Request for Approval to the Sharehofder Mlncster - 24 October 201 011.

=8 Minister of Pubhc Enterpnse approval for the procurement of 95 GFB Electnc Locomotnves« 21
.~ December 2011 S 2l = ' L ey '

L T

: }10 Tender advertlsement of 6 December 2011 N ‘ ’ ‘ ol [
s e Request for Proposal document for the acqutsmon of the 95 Locomotrves ! =y | T
| 12. | Mr She Yongjum s emall to'Ms Lindiwe Md!etshe dated 14December 2011 we | (:, £
g e =—== I}

[ 13. Ms Lindiwe Mdletshes emall to Mr She Yongjum dated 15 December 2011 i

| 14. CSR s email to Ms Lindiwe Mdletshe dated 20 December 201 th the Outward Remxttance -

| |document - ‘ oy |
15. Transnet Procuremer\t Procedure Manual of 26 May 2003 )

_I 16. | Mr Garry Pita’s email to Mr Wang Pan of CSR dated 16 December 2011 and Mr Wang Pan's :

email to Mr Garry Pita of 19 December 2011

| 17. | Mr Wang Pan’s email to Mr Brian Molefe dated 19 January 2011

‘__18. | Memorandum for evaluatlon crlterla change dated 6 June 2012 i i
19. The Cross Functional Evaluation Team Report

‘ 20. | Schedule 1 of the Locomotive Supply Agreement between Transnet SOC leuted and CSR |

i E-Loco Supply Proprietary Limited

‘ 21 | S_preadsheet ciClass @E_Lo_comotive Commissioning and_Wa_rranty records

i 22. ] Spreadsheet detailing Delayed and Early Delivery Penalties |
23. Locomotive Supply Agreement between Transnet SOC Limited and CSR E Loco Supply |

| J Proprietary Limited

; 24, Email dated 15 January 2019 from TFR to MNS explaining the calculation of penalties using

| ‘ assumptions

25. ‘ Email dated 17 January 2019 from TFR to MNS advrsmg that information is still being sought to
respond our guery !

March 2019 www.mnsattorneys.co.za 7
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MNS

' CHAPTER 1:
: INTRCDUCTION AND BACKGROUND

: Mncedrsr thovu & Sedumedr Attorneys (*“MNS”) was appointed by Transnet

R SOC errted (“Transnet") to conduct an investigation into the procurement of 95

5 < | Electnc Locomotrves to ascertaln whether the procurement process followed had
i comphed wrth the applxcable legal framework

;f 4Transnets ﬁve-year 201 1/12 Corporate Pian1 made provr5|on for the acqmsmon
“of electrlc !ocomotlves for the General Frerght Bustness (“GFB")

W On 20 Aprri 2011 the Transnet Board of Dtrectors (“the Board ) approved the
o Locomotrve F!eet Modermsatron PlanZ. (“Locomotrve Fleet Plan”) subject to the - 0
i Board Acqursrtlons and Dlsposals Commlttee (“the B/-\DC”) conﬁrmrng and\,ﬁ,
3] ﬁnallsmg the affordablhty of the !ocomotlves that were to be acqurred pigt

Based on the Locomotrve Fleet Plan and’ a memorandw*n3 dated 26 July 2011" £ |
prepared by Mr Sryabonga Gama- ("Mr S° Gama") the. BADC on 3 Auoust 2011 -,
- pprove d4 that Transnet proceed wrth a- transparent procurement process to

* acquire 45 Electric Locomotives in the 2012/13 financial year (“FY ) and a further is
50 Electric Locomotrves in the 2013/14 FY for deployment in the GFB ."”.‘j Al

1.0.5 The BADC further resolved that Transnet submlt ‘an apphcatron in terms ofﬂf
s54(2) of the Public Finance Management ‘Act No. 13 of. 1997 (“PFMA) to: the
Minister of Public Enterprises (“the Shareholder Mrnlster”) for the ‘approval ofthe
acquisition of the 95 electric locomotives®. The Board subsequently approved the - ‘
procurement of the 95 Electric locomotives on 19 August 2011.

S

1.0.6 It was only after both the BADC and the Board had approved the procurement of
the 95 Electric locomotives that the Business Case® was prepared on 21 August
2011, and submitted to both the Transnet Freight Rail Investment Committee
(“TFRIC”) and Transnet Capital Investment Committee {"CAPIC") for the acquisition
of the 43 diesel and 95 electric ( total 138) locomotives at an Estimated Total Cost
(“ETC”) of R3.649 billion”. Of this amount, R2.659 billion was an ETC for the 95
locomotives.

1.0.7 The decisions of both the TFRIC? and CAPIC? were subsequently adopted by the

! Exhibit 1, Transnet's five-year 2011/12 Corporate Plan.

2 Exhibit 2, Locomotive Fleet and Modernisation Plan

? Exhibit 3, Memorandum of 26 July 2011 seeking approval for the acquisition of 43 diesel and 95 locomotives.

4 Exhibit 4, the excerpt of BADC minutes of the meeting held on 3 August 2011, certified on 6 April 2018.

5 The balance of the 43 diesel locomotives from the initial 138 envisaged in the Locomotive Fleet Plan would be procured through a
confinement process with General Electric.

8 Exhibit 5, Business Case of 21 August 2011.

7 R2. 659 billion of this amount was an ETC for the 95 locomotives.

& Transnet Freight Rail Investments Committee.

% Transnet Capital Investments Commitfee.

March 2019 | www.mnsattorneys.co.za i 9
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<1 Transnet procure 45 Electrlc Locomotfves in the’ 2012/13FY and a’f b
- further 50 Electnc Locomotlves inthe 2013/14FY for deployment i T -
- the GFB operatrons T 2

_‘a 554(2) of the PFMA apphcatron to the Shareholder MmrsterL 18
for’ approval of the acqursrtlon of the 95 Electnc Locomotives be - -
L submrtted “The Group Chlef Executrve is authonsed to deiegat the a
Vﬁresolutlon and 5. w e B e, : S o

] 1073 ) Transnet Engmeerrng (“TE”) be the preferred subcontractor for thev, o sl
a5 «Aacqursrtlon ofthe 95 electrlc locomotrve S M e R AR R &

1.0.8 On 5 October 2011, the erstwhlle Transnet Chalrperson Mr Maﬁka Mkwanazr e
notified'! the Minister of Finance!?, and on 24 October 2011 requested approval13 R
from the Minister of Public Enterprises!*, the Sharehotder Mlmster in terms of
$54(2)(d) of the PFMA, for the intended significant capital’ expendlture The ETC' “ e,
for the 95 Electric locomotives transaction was identified as R2.659. br!hon ‘ i

1.0.9 On 21 December 2011, the Shareholder Minister approved?® the procurement of
95 Electric locomotives at an ETC of R2.7 billion with a condition that Transnet
provides the ministry with a comprehensive briefing on Transnet's engagement
with the competitive supplier development plan, and in particular, the supplier
development and localisation components for the acquisition.

0 Exhibit 6, Minutes of the Board meeting of 31 August 2011.

1 Exhibit 7, $54(2)(d) PFMA Notification dated 5 October 2011.
2 Honourable Minister Pravin Gordan.

13 Exhibit 8, $54(2)(d) PFMA Application dated 24 October 2011.
 Honourable Minister Malusi Gigaba.

‘5 Exhibit 9, s54(2)(d) PFMA Approval dated 21 December 2011,

10 f March 2019 ' www.mnsattorneys.co.za
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MNS

- CHAPTER 2:
‘:fpi:g'c,uREMENT PROCESS

g ,‘2,.'1' ’k : L'Payment and coﬂect»on of the RFP documents

2 1 1 On 6 December 2011 Transnet rssued ‘the RFP.for the acquisition of the 95
o Electnc locomatives. The RFP was advertlsed in the Busmess Day newspaper
underTender Notlce HOAC«HO 7801 S et S

The tender advertisementle,prowded‘the fo!lowmg regardmg the RFF’ coHectnon \
12 and payment thereof R :

i g “RFP documents may be obtamed on and after Tuesday,_OG December’
f‘;mﬁ 2011, at the RECEPTION TENDER ADVICE CENTRE INYANDA" HOUSE g
‘ C‘ROUND FLOOR, 21 WELLINGTON ROAD PARKTOWN, JOHANNESBURG
durmg office hours 08h00 to 15h00 A R20, OOO 00- (mclusrve of Vat) non-
'refundable tender charee is. requtred per tender 0

Note

o

2. The depos:t shp must reflect the RFP number and the Company Name '
Receipt/s to be presented pnor to collectron of the tenders L7 1 . +.

3. Receipt are to be submitted when collec‘cmg the RFP document

2.1.3  The RFP documents? also specified that bidders should comply with the same
requirements that were mentioned in the advert regarding the collection and
payment. The relevant provisions of the RFP document provided as foliows:

e “on or after the 6 December 2011 the RFP documents may be inspected
at, and are obtained from the office of the Secretariat, Room Inyanda Nol,
Ground Floor, 21 Wellington Road Parktown, Johannesburg on payment of
an amount of R20,000.00;

¢ This amount is not refundable;

e A receipt of such payment must be presented when collecting the RFP
documents and submitted with your proposal”.

2.1.4 Both the tender notice and the RFP further advised potential bidders to send
tender-related enquiries to Ms Lindiwe Mdletshe (“Ms L Mdletshe”). For this
purpose, Ms L Mdletshe and her colleague Ms Sarah Assegai’s email addresses
were provided on the tender notice.

2.1.5 On 14 December 2011, Ms L Mdletshe received an email from 2 representative of

8 Exhibit 10, Tender notice for the acqu/smon of the 95 focomotives.
¥ Exhibit 11, Request for Proposal for the supply of 95 new electronic locomotives for the General Freight Business dated March 2014.

March 2019 www.mnsattorneys.co.za 11
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% CSR Zhuzhou Electrrcal Locomotrve Co Ltd (“CSR”) in partlcular Mr She Yongjum
Ca ( Mr s YongJum )18 The purpose of the emall was to estabhsh whether

' 2.1.5.1 the RFP documents could be down!oaded from the Transnetwebsrte

L 2152 rt was com pulsory forthe tender document to be coHected in person
IS vt alternatrvely, if CSR could transfer money into the TFR19 bank account
s where after the RFP documents could be dehvered to it? o

In response 6 the above mentloned enqurry, Ms L Mdletshe on 15 December :
2011% lndrcated mteralra that G et SRR LRSS 1

2. 16 1 “fthe RFP documents were not avarlable for downloadmg on the ':k -
Transnet websrte B % , z

2.1.6.2 payment of R20, OOO 00 was requrred in order to obtam the RFP :
documents as per the RFP advert: - gl

2163  proof of payment ought to be submitted upon collectron of the RFP
documents; and

2.16.4  after the money had been deposited, proof of payment should be
forwarded to ‘sarah.assegai@transnet.net or Lindiwe.Mdletshe2@
transnet.net and the documents would then be emailed to CSR.

2.1.7  0On 20 December 20112, CSR responded to Ms L Mdletshe advising that it:
2.1.7.1  had made payment for the purchasing of the RFP documents;
2.1.7.2  were unable to make payment in ZAR currency; and

2.1.7.3  had requested its bank, the Bank of China, to debit its account with
the equivalent US dollars and pay the required amount in South
African Rands to Transnet.

2.1.8 The email from CSR further attached a document from the Bank of China
confirming the debit effected from CSR’s bank account as instructed. The following
is a re-typed extract from the Outward Remittance document that was attached

to CSR’s email?:

“We confirm the foliowing funds have been debited from your account. [f
you have any pro...please contact us as soon as possible. The contact Te! No:
0731-28817041 2011/12/20

Transaction Type: Outward Remittance Transaction date:

Cheque no:
Remitter's A/C No.: 601557366040

18 Exh/b/t 12, Email from CSR to L Mdletshe dated 14 December 2011, enquiring about the collection of the bid documents.

9 Transnet Freight Rall.

0 Exhibit 13, Email from Lindiwe Mdietshe to CSR dated 15 December in reply to letter of 14 December 2011.
28727

2 Exhibit 14. Email from CSR to L. Mdstshe submitting the Qutward Remittance.

12 ] March 2018 | www.mnsattorneys.co.za
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Remitter's name: 1/CSR ZHUZHOU ELECTRIC LOCOMOTIVE
At s Debit CCY/AMT: USD/2,380.00
i e SR T - Beneficiary A/C No: 203158598
"Beneﬁc:lary Transnet Freight Rail
o “J.MBenefJCIary Bank e
+ /‘ xBusmeSS Ref No TT12690110000386
j‘g‘Draft No O t
. Remittance CCY/AMT uso 2, 380 00
vBuymg Rate OOOO '
L’Se! mg Rate O OOOO
d SAFE Declaratlon/Venﬁcat:on No 430200001011122&400 17

= 2. 1 9 Upon recerpt of thts emall Ms L Mdletshe, on 20 December 2011 sent CSR a TR
... -chain of emails attachrng the RFP. documents and a!so s:gned the RFP collectlon"/rv”\.* o
“ - liston behalf of CSR. ™ - ‘. , o 57 48y

21 '_10 The issue that’ must be- determmed is whether the RFP adverttsement and the“i‘ '
- ~ related documents reqmred potentlal bidders to prov:de proof of payment of the -
deposit, or, whether the payment has to, ﬁrst reﬂect in the Transnet bank account

before the RFP: documents could be collected. 1 L

2.1.11 The ex facie reading of both the tender notnce and the actual RFF’ documents Al
suggest that all that the bidders were requrred to'do, was to present proofthat they L
had indeed made payment to Transnet's bank account that had been specified i in
both the tender notice and the RFP documents. ’

2.1.12 In the ordinary course, such proof is normally signified by the production of a
deposit slip which could either be a bank stamped receipt or a bank generated
EFT receipt.

2.1.13 ltis our view that it might be practically impossible to expect bidders to obtain
proof that indeed the payment made had actually reflected in the Transnet bank
account before the RFP documents could be collected. The impracticality of such
an interpretation is informed by inter alia the following:

2.1.13.1 once bidders deposit the required R20, 000.00 payment into a
Transnet designated account, it is impossible for the bidder to
establish if indeed such payment has reflected in the Transnet bank
account. The processes that lead to confirmation of when deposits
will reflect in the beneficiary account are under the control of the
banking system; and

2.1.13.2  a Supply Chain Management official responsible for the issuance of
RFP documents to bidders, does not ordinarily have access to the

March 2019 ‘ www.mnsattorneys.co.za i 13
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‘ Transnet bank account to conﬁrm that payment has mdeed reﬂected ]
"% in the account prior to bldders collecting RFP documents The' SCM " -
e ofﬁaal releases the RFP documents to btdders purety on the strength'
of the proof of payments sngmﬁed by deposut shps/recelpts presented
bybldders L - , — B

2 1 14 On the face of at the Outvvard Rem:ttance document from the Bank of Chma L
e whlch was sent to Ms L Mdletshe conﬁrmed that " g

2 1 14 1 CSR S account had been deblted wnth an amount of USD 2 380 OO .

: 2.1.1_4.2 Transnet Fre:ght Ra:l (“TFR”) was the mtended beneﬁc;ary of the‘ -
St ‘deblted amount and A ,4 ) (i

2.1.143 ’the debited amount from CSR s account woufd be credtted mto the? .fi; ”
stipulated TFR bank account ' ok 2t

2.1.15 Given the fact that the Outward Remittance had ali the elem ts{that sugmﬁed the,
debiting of CSR’s account in favour of Transnet’s bank account‘WIth the requ1red ' P
deposit amount, it was therefore reasonable for Transnet to release the RFP -=
documents to CSR on the strength of the Outward Remittance document. L

2.1.16 Should it have happened that, the deposited amount did not eventually reflect
in Transnet's bank account, we are of the view that the PPM2® of 2009 provided
adequate safeguards against such risks. Clause 3.7.3 reads, inter alia, as follows:

... at the tender opening, the number of responses received must be checked
against the number of payments received”. (our emphasis)

2.1.17 Transnet had confirmed receipt of deposit payment by CSR, during the tender
opening stage in line with clause 3.7.3 of the PPM.

2.2 Improper engagements between Transnet and CSR prior to and after the issuance of
the RFP

22.1  Areview of Transnet records suggests that CSR at all material times had a special

relationship with Transnet. This is apparent from the communication exchange

between Transnet officials and CSR, both prior to and after the tender notice and
during the issuance of the RFP documents for the 95 electric locomotives.

2.2.2  On 16 December 2011, Mr Garry Pita (“Mr G Pita”), the erstwhile Group Supply
Chain Officer, addressed an email to Mr Wang Pan (*“Mr W Pan”) of CSR titled “95
electric locomotive for South Africa?®”,

2.2.3 The relevant extract from Mr G PFita’s email provided as follows:

7 Exhibit 15, Transnet Procurement Policy Manual, 26 May 2009.
** Exhibit 16, G Pita’s email to CSR dated 16 December 2011 and CSR’s email to G Pita in reply dated 19 December 2011.

14 'I March 2019 | www.mnsattorneys.co.za



TRANSNET-REF-BUNDLE-08269

“Dear Mr Wang Pan

My CEQ, Mr Brian Molefe advised me that you met in early December. He also

stated that CSR Zhuzhou Electric Locomotive showed interest in participating

.7 -in.our next tender for 95 electric Locomotives. | wish to advise you that this

. tender has been released and is available from Transnet Freight Rail. | am

"..not sure: Whether CSR is aware of this and has already bought the tender
: ”\documents )

. £ bany Prta A
i : C roup Chtef Supply Cham Ofﬁcer

B o

[n response to Mr G F’rtas emarl Mr W Pan mdeed conﬁrmed the pnor meetmg .
- he had Wlth Mr. Bnan Molefe (“Mr B Moiefe”) the then Group C hxef Executlve and' '
stated the followmg L £ il B e e

“Dear Mr P:ta

22. el

g : Thank you for your e- marl

) ]We were very pleased to have the chance to meet wrth your Group CEO Mr" © o
" Brian Molefe at the begmnmg of Decernber We expressed our. mterest m your
tender for 95 Electnc Locomotrves and the South Afrrca market as weH

Regarding the tender document we are contactmg with Mr Lmdrwe Mdletshe ".'
and transferring the money to your account for get‘tmg the document Due to -
only the SA Rand is acceptable, the money transferring process is a httle bit
complicated. But we believe that we could get the tender document within
this week.

You are very kind to facilitate us your support on the tender document if we
need and inform you.

Thank you again for your concern.

Best regards

Sincerely yours,

Wang Pan {Alton)

Deputy Director

Overseas Business Division CSR Zhuzhou Electric Locomotive Co., Ltd"

2.2.5 Subsequent to this correspondence, there was further email correspondence
between the CSR and Transnet officials after the tender notice, which further
confirms the special preference that CSR enjoyed with Transnet officials.

226 0Oni19 January 2012, Mr W Pan sent an email to Mr B Molefe‘5 an emall tltled “Vrsrt

2 Exhibit 17. CSR’s email to B Molefe dated 19 January 2012(erroneously dated 2011).

March 2019 I www.mnsattorneys.co.za ‘ 15
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L m SA for 95 New Electncal Locomottves" : ln hrs emar! Mr W Pan thanked Mr B 8 U '

‘ o «“Molefe for grvmg CSR an opportunrty to partlcrpate in the tender for the supply of
;. the 95 Electric locomotrves and advrsed him that CSR was; atthe trme preparing - !

- cits submlssrons He further advised Mr B, Molefe that CSR isa reputable company gonizan ol
;ﬂd_ requested to meet with Mr 8 Molefe betvveen Januarv and Februarv 2032% -
getber with Transnets techmcal qroun to dzscuss and ontrmrze the techmcal

i K _;ﬁc__fzcattons (“own emphasrs”) o S0 9Tk Wlesty o S '

v Mr B Molefe responded25 to Mr W Pan by thankmg hrm for the letter and statmg ;
that he had forwarded the email to Mr S Gama who would process and respond '
to the request Mr S Gama was mdeed copred in the response by Mr B Molefe

2.2.8  Inview of all the above lnteractlons be ween CSR and Transnet the followmg can |
be deduced: V e L. 'f 7 B
2281 MrB Molefe met and drscussed the tender for the acqursmon of 95" ol
Electric locomotives with CSR, prior to the closmg date to, submxt the} ;
bids; and A ‘

2282 Mr G Pita played an active role in ensuring that CSR was aware ofv.:;: = ]
the tender and the availability of the RFP documents.

2283 Mr S Gama was aware of the engagements between CSR and
Transnet during the procurement pracess.

22.9 The special relationship that CSR enjoyed with Transnet, as evidenced by the
meetings held and email correspondence between the parties, was unfair in that
it created a reasonable apprehension and perception that Transnet might have
been biased in favour of CSR.

2.2.10 Our courts? have consistently held thatin reviewing an administrator’s decision, it
is not necessary to establish actual bias, what needs to be proved is a reasonable
apprehension of bias. The fact that none of the other bidders enjoyed the same
preferential engagements that CSR had with Transnet's most senior executives,
fays credence to a reasonable apprehension that Transnet was biased in favour

of CSR.

2.3 Irregular Changes to the B-BBEE criteria

2.3.1 The evaluation criteria in the RFP was stipulated as follows:

Stage 2 A
| B-BBEE & Supplier Technical Price/SD/B-BBEE i
Development | 80% | :
| 60% | | U

2.3.2 Forthe purposes of stage 1 evaluation, it was required that only bidders who met
the minimum threshold of 60% on SD and B-BBEE would be evaluated further in
stage 2.
* Exhibit 18, Mr? Molefe’s email to CSR dated 19 January 2012

¥ BIR Industries South Africa & Others v MAWU 1992 (3) SA: President of the Republi uth Africa v SARFU 1999{4) SA 147 CC
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2.3.3  Compliance with the 60% threshold for SD and B-BBEE was a mandatory
requirement in the RFP and failure by the bidders to comply with that minimum
threshold would result in such bidders being disqualified from further evaluation.

3 234 On 6 June 2012, Mr Thamsanga Jiyane (“T liyane”), the then Chief Procurement
. Officer at TFR and Mr S Gama, the then CE at TFR recommended? to the GCE, Mr

;j:f ;QB Mo!efe that the evaluatton criteria for stage 1 be amended by removing B-BBEE
- as a cntenon for comphance

> »N The reasons that Were provnded for the change to the evaluation criteria were,
,f'mter aha that " !

2 3 5 1 ‘a forergn suppher29 who d!d not have a local ofﬁce was dxsadvantaged
; and 1t would be unfatr if the evatuatfon contrnued to mclude B BBEE I

2 3: 5 2 ethe Codes of Good Practice in terms of the B- BBEE Act3° aHowed

* for forelgn compames |f registered local ly as a start-up. enterpnse

to be deemed to have a B BBEE status of Leve? 4 m the ﬁrst year of~
: operatlon and '

2 3, 5. 3 T it was unfalr to both local and forergn supphers to evaluate ‘chem on (
B BBEE in stage 1 . : :

(Jn a stnct apphcatron of the stage 1 evaluatton cnterla CSR Was dasquahﬁed o )

"'from proceeding to the next stages of evaluation as it scored zero for BBBEE. - .
However in order to ensure that CSR progressed to the next level of evaluatlon e '
the evaluation critetia - ‘was changed by removmg the BBBEE requxrement m' .
stage 1. B s o i b .

2.3.7 lwasirregular for Transnet to amend the evaluation crltena dunng the eva!uatnon
stage because :

“Tenderers prepare their tenders based on the specifications laid down in a
call for tenders. As a general rule, therefore, an organ of state should not
be allowed to make changes to tender specifications 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 specifications
initially provided3L.

2.3.8 Thechange in the evaluation criteria compromised the fairness, transparency and
competitiveness of the procurement process on the grounds that there might
have been other potential bidders who did not participate in the bidding process
on the assumption that they were not going to comply with the stage 1 threshold
as publicly advertised.

23.9 Besides the fact that it was unlawful to change the evaluation criteria during the
evaluation process, the reason that was advanced for such a change was Iegally

¢ Exhibit 19, Memorandum dated 06 June 2012, by Mr Gama requesting Mr Molefe to approve the shortlisting of the tenderers.
2 The foreign supplier referred to herein was CSR.
0 Act 53 of 2003

* Boiton, The Law of Government Procurement in South Africa. p182.
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- u‘ﬂawed The reason that was provrded in both the CFET report32\and in. Mr Sj’ .
"’f‘»«inamas memorandum were that: - ¥ £ o

Lo the L,odes of Good Practice m terms of the Broad Based Biack Econormc. ‘
Empowerment Act of. 2003 allow:for* forergn compames if regrstered Ioca!ly ¢

. as start-up enterpnse to be deemed to have a; B BBEE status of feve! four in ;L

. theﬁ( tyearofoperatron B or i

The lmpressmn that was created by the memorandum was that CSR Was a starte e
up enterpnse and thus rt quahﬁed to be deemed a Ievel four B BBEE contnbutor f .|
g The Codes of Good Practlce 2007 {"the Codes”) deﬁne a start—up enter i ‘

“3 recent!v formed or mcomorated Ent:tv that has been in onera’uon !'ur’tess o
than 1 vear. A start-up enterpnse does not mciude any. newly constrtuted _
enterprise which merély is a contmuatron of a pre exrstzng enterpnse (our: L
emphasis) : : :

L

2.3.11 For the purposes of B-BBEE scoring, start- up enterpnses were measuredvﬂy :
on the same basis as Exempted Micro Enterprises (“EMESs”")®, The benefit of -
being measured as an EME34 was that EMEs automatically qualified for Level 4 .~
contributor status, as long as independent confirmation was provided that their
status was indeed that of EMEs,

2.3.12 Applying these principles from the Codes to CSR was legally flawed on the
following grounds:

23.12.1 CSR had been in existence as a company (albeit foreign) for a period
in excess of one year; and

2.3.12.2 CSR was not incorporated as an entity in South Africa as it only
expressed an intention to incorporate an entity in South Africa, once
it became a preferred bidder.

2.3.13 ltis clearthat CSR did not meet the requirements of a start-up enterprise and thus
could not be deemed to have earned level four B-BBEE status as indicated in Mr
S Gama'’s memorandum of 6 June 2012.

2.4 Non- Submission of the Tax Clearance Certificate

24.1 The RFP required bidders to submit Tax Clearance Certificates {“TCC") as
mentioned under section 4 of the proposal form of the RFP, which provided as
follows:

“Respondents are required to forward a valid copy of their company’s Tax
Clearance Certificate with their proposal”

2.4.2 The TCC was one of the returnable documents required by the RFP and the RFP
further provided that:

“Failure to furnish ALL _returnable documents may lead to the disqualification”

2 Exhibit 20, CFET Report.
3 Paragraph 6 of the Codes.
3 An EME is defined in the Codes as an entity with an annual turnover of less than R5 miflion.
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24.3  Areview of the RFP submissions by CSR indicate that CSR did not provide the
TCC as required by the RFP and was eventually awarded the bid to supply the 95
Electric locomotives to Transnet.

Non-submission of the TCC is a contravention of the PPPFA Regulation 14, which
_f;(states that “no bid may be awarded to any bidder whose tax matters have not
been deglared by the South African Revenue Services to be in order”. Similar
@ e ~prov151ons are ajso contamed in Treasury Regulation 18.

f';{‘The questron that needs to be answered is whether CSR, as a foreign-based
entlty, also feH under’ the Jurlsdtctlon of SARS m order for SARS to declare its
mffa|rs to be rn order ISR T Y .

Sectron 256(3) of the Tax Admmistratron Act 28 of 201 1V provrdes that

g A semor SARS ofﬁctal mav provzde a mr_ ; yer wzt/z (z tax cleczrcmce certzﬁcate
only zf samﬁed that the taxpayer is fegzstered for ta\f and. a’oes' not have any —
i .. {a). ta,x debt. outsz‘cmdmg, excludmg a tax debt contemplated in sectzon 1 67 or 204
or a tax debt that has been suspended under sectlon ]64 or. does not exceed the‘ 1
"":famountreferred to in section 169(4); or = * L b S ,
(B) outslcmdzng retiirn unless an arrangeménz acr,eptable tu SARS has been made for
zke submzsszon of the retwn - SR A0, -

24.7 The Tax Admrmstratlon Act applles35to persons who are hab!e to comply wrth the
provisions of the Tax Act. The rmpllcatron of all thisi is that SARS can only issue tax
clearance certificates to persons or entmes who are regarded as taxpayers and
liable to pay tax to SARS for the purposes of the Tax Admlnlstratron Act

2.4.8 A foreign-based entity that is not liable to pay tax to SARS as requrred by ertherv
the Tax Administration Act or the Income Tax Act, is accordingly not capable of, or
required to provide a TCC issued by SARS.

2.4.9 The non-submission of a TCC by CSR, when it had no tax obligations in South
Africa at that time, was thus not irregular.

2.5 Non- recoverability of the delayed penalties not levied

25.1 Transnet failed to impose delay penalties amounting to R1 696 448 633% (“one
billion six hundred and ninety-six million four hundred and forty-eight thousand
six hundred and thirty-three”) against CSR for 86 delayed locomotives?.

25.2  Delay penalties for all 86 locomotives ought to have been imposed by TFR as
required by Clause 9.1.1 of the LSA which provides as follows:

“If the acceptance of a locomotive occurs after its scheduled acceptance
date (a delay), the Contractor shall subject to the delay penalty cap, pay a
delay penalty to the Company in respect of that delayed locomotive at the
applicable rate”

3 Section 4(1) of the Tax Administration Act.
3 Exhibit 21, Email dated 15 January 2019 from TFR to MNS explaining the calculation of penaities using assumptions.
7 Exhibit 22, Spreadsheet detailing Delayed and Early Delivery Penalties
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' "'"We have establlshed that no delay penalty certlﬁcate detallmg the delay penalty e
" amount and delay penalty perlod was lssued by TER to CSRas requlred by.uClause "
39 6 of the LSA I, : : T

256 We have been advxsed by TFR“O that mformatlon relatmg to thts fallure is: Sth
being sought and shall be prowded whllst TE is yet to respond to our mqunry

25.7 Evenif Transnet were to attempt to now clalm these delayed penaltles from CSR

2.6 Conclusion

2.6.1 The procurement process that led to the appointment of CSR Was’irregtflalj in thatzﬂ
26.1.1  the evaluation criteria were changed to specifically benefit CSR; and -

2.6.1.2 there was an improper engagement between CSR and Transnet
officials before and after the RFP was issued, which engagements
suggest that CSR was given special treatment at the disadvantage
of the other bidders.

8 Delay penalty period means each consectitive period of three calendar months following the effective date and end/ng on the last day
of March, June, September, and December of each year, provided that. when all the locomotives fo be delivered under this Aureement
have been accepted, the last such gngd shall ead on me qugptaﬂge Date of the fi nal IongQt{, e,

¥ _If any delay Penaft any D alty ela P ineer shail issue a Delay Penalty
en‘/ﬂgaze on the last f the d\ nafty lcatm (8] Delal es wh/ acc during that jod...”

4 Exhibit 23, Email dated 17 Janualy 2019 from TFR to MNS advising that information is still being sought to respond our query.
“ Ordinarily, in terms of the Prescription Act, stich a claim would have prescribed on 15 June 2018 being the lapse of a 3-year period
after the liability had arisen.

20 March 2019 | www.mnsattorneys.co.za
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MNS

| *f“f’;;REC' MM EN DAT|ONS

ln hght of the ﬁndmgs in the prevnous chapters itis recommended that the Transnet Board must;

" 31 rnstltute dlscrphnary proceedmgs agamst MrT Jtyane for the role he played in changing
i ' ~the evaluatzon crxtena dunng the evaluatlon process

3.2 refe* and‘or report some of its furmer executwe"‘“ to the iurhc:a' Commission of Enquiry
into allegations of State Capture for their further investigations.

2 Messts B Molefe and S Gama

March 2019 ! www.mnsattorneys.co.za 21
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Transnet
| Rail Engineering
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vy : . )
Transnet SOC Limired Cardton Centre P,0. Bow 72504 '
Registration 150 Comminsiener Parkview . 1RAN.SNE'.
ex Strx, dohanneabuxg South Africa, 2322
1890/000300/0¢ 2001 ? +27 21 3p8 2526

F 27 11 308 2332

Wi transnet et

. * .
PRI, - ¥ R T Ry

To:  Chalrman Acquisition and Disposal committes
From: Siyabonga Gama, Chief Executive Officer Transnet Freight Rajl
Date: 26 July 2011

SUBJECT: Approval to proceed with the acquisition of locomotives oy Frelyht
Rail in respect of GFB Diasel and Electric Fleots '

By

PURPOSE;
1, The purpose of this submission Is to get approval from the Board Acquisition and

Disposal Commities {BADC):

L1 On the Investment of the locomatives required for the Genera) Frelght Business
within the funding constralnts of thg current 5-year Corporate Plan,

22 TRR Is currently In the process of ﬁnatlﬂné and assessing the funding and
affordablliity concerns related to the revised fleet plan,

23 In order to address the urgent need for tractive effort, ft is recommended that TFR
undertakes the procutement of locomotives that Is included In the 2011712
Corporate Plan, while the revised fleet plan is being finalized.

2.4 This submission covers the following critical areas for conversation:
24,1 Affordability and funding
24,2 Procurement approach
24.3 CSbp Inltlatives
24.4 Business requirements
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| Comporate Plan Funding . R Billions
Uncomimitted locomotive capital in 2011/12 Corporate Plan 3 656
Latest requirements for locomotives : ‘ 3 649

6. Delegation of Authority; The combined project ETC of both suggestad locomotive
acquisttion profects exceed 1% of Transnet's asset base (R1.6bn as at March 2011),
BADC, Board and PFMA approval Is required, before commencement of the project,

‘S @ The locqmot_tve acquisition was budgeted in the latter years of the 5 year planning

“\)\? cycle, Due to action plans to create the much needed fiquidity tn the first. 3 years of
the 2011/12 Corporate Pan TER can  fund the acquisition of 43 Diesel and 95
Electric locomotives on the strength of the Transnet Balance Sheet much sconer
than originally planned..

N

) 7.1.1 Affordability and Funding
The impact of acquiring these locomotives earfler s illustrated in the following
table:
2011/312 | 2032/13 2013{14. 2014/15 | 2015/16. Total
Dlesel Units 43 g 43
Electric Units 45. 50 ; 85
Proposed ) T
Earller Capex | 225 2164 | 1260 | - 3649
Flow (Rm)
Corporate 1 )
Plah Capex 79 314 1312 956 995 3 656
Flow (Rm) , j
Revenue (Rm) 0 2130 | 5284 | 638 | 6572 |2037
Geaﬂng (%) 43.6 44,2 43.4 38.8 32.7
Cash Interest
cover (times) 348 ~3.56 3.78 439 | 5.64 of

7.1;2 Assumptions:
s Advence payment of 10% has baen factored into the cash flow and 90% to be

pald on acceptance. This i in lne with the advance payment made for the
acquisttion of 100 Class 43 GE Dlesel locomotives.

* Revenue Increase relates to the average rate per ton of R196,00 applied to
the additlonal tonnages of 6mt for 2012/13 ramping up to 27,7mt In 2013/14
expected to be hauled by the new fleet.

* A conservative locomotive efficiency improvement of 4.7% in milfion tones per
net ton kilometer In year 2012/13 reducing to 2.6% I 2015/16 was used,
despite a concerted effort to Improve asset utllization that Is underway.

*  The unconstraint market demand, well In excess of the 27.7 mipa In 2013714
Is anticipated and Is being validated,

* Noincrease In freight tarlff, In both nominal and real term,
analysis,

Submission to BADC for locomotive acquisitions
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74,7 MAGNETITE: demand malnly from China - driven by Increased steel
production. Export growth indlicates modest Increase and domestic
consumption Is set to grow once local beneficiation profects are
started, , ' ‘

748 GRAIN, MAIZE, WHEAT & FOODSTUFFS: domestic harvests average
between 10mipa-14mtpa,. weather permitting. Demand profection
represents TFR's Increased share of total market demand as more
traffic Is shifted from road to rail

7.4.9 PETROLEUM LIQUIDS/PRODUCTS:. demand  projections indicate
Increased volumes by rall In support of the NMPP. Also, there has
been increased over border demand from Botswana and
Mozambique.

CONCLUSION

8. Transnet is able to fund the acqulsition of 43 Diese| and 95 Electric locomotives
within Transnet's affordabliity levels,

RECOMMENDATION

9.1 It Is therefore requested that the Board Acquisition and Disposal Committes
conslders and recommends o the Board of Directors that: C

9.2.1 Transnet proceed with the acquisition of 43 locomotives on confined tender
basls to GE to deploy in the GFB operations,

8.2.2 Transnet procéed with an open tender to acquire 45 electric locomotives In
2012/13.and a further 50 electric locomotives in 2013/14 for deployment In
the GFB operations.

9.2.3 That the Group Chief Executive of Transnet be authorized, with powers to
~ sub-delegate the resolutions above,

Reviewed Recorpmend/Not ¢ ed
A=) e . 5
N V7
Anofsingh ) Bran Molefe
Acting CFQ Group Chief Executive
Date; 2\enll Date: 27, ~ 7

Submission to BADC for locomotive acquisitions
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N " . 5 . - - - . - - v - - - . -

- e | | TRANSNET
For the 2012/13 Diesel locomotive requirements TFR recommends .ﬁ
to confine to GE with a lease or purchasa opticn :

TFR mainline lccomotive 2012/13 - Diesels Reasons to confine to GE
No,

* 43 locos are expected to run out over the next year
and there Is an urgent need for locos in order to
defiver upon current committed volumes. _

* As a production line is operational and design is
finalised, lead times will be kept to a minimum

+ Present models are operating optimally

* The loco's are through the teething phase with most
Initial manufacturing and operational faults
rectified .

* Personal are trained on the locomotives operations
and maintenance and no additional training will be
required o .

* Approximately 186_jobs will be retained at the TRE

' assembly facility and further jobs will be retained in

downstream enterprises

ot At ot i s

Source: Tearn Analysis, Fleet Plan

¥
~
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. Dffice of Buhte Ndlovy, Deputy Group Company Secretary

TO WHOM IT MAY CONCERN
CERTIFIED EXCERPT FROM THE M

TRANSNET-REF-BUNDLE-08338

TRANSNEF

INUTES OF MEETING NO. 11/4 OF THE BOARD ACQUISITIONS AND DISPOSALS -

COMMITTEE HELD ON 3 AUGUST 2011 AT 13:00 IN BOARDROOM 4901, 49 FLOOR, CARLTON CENTRE,

JOHANNESBURG

Resolution No/ -
For Attention

“14 WELCOME, CONSTITUTION OF MEETING, APOLOGIES, SIGNING OF
ATTENDANCE REGISTER AND ADOPTION OF AGENDA

12 Present
= Mr BD Mkhwanazi Chairman
;> Mr ME Mkwanazi Member
Mr IM Sharma Member
Ms E Tshabalala Member
Ms DLJ Tshepe Member
Mr B Molefe Group Chief Executive (Ex officic)
*.Mr A Singh Acting Chief Financial Officer (Ex officio) -
13 fn Attendance '
Mr G Pita Group Chief Supply Chain Officer
Ms P Difeto General Manager: Office of the GCE
Ms ANC Ceba Group Company Secretary
14 Apdlopies
Ms Z Stephen Group Executive: Corporate Services
15 Partial attendance
Mr S Gama Chief Executive: TFR
Mr T Morwe Chief Executive: TNPA
T, Mr KXT Socikwa Chief Executive: TPT (Teleconference)
W/ Ms S Pillay Chief Financial Officer. TPT
Mr L Naidoo General Manager: Capital Projects & Technology
(TPn) v
Mr M Motlohi Terminal Executive Manager: DCT {TPT)
Ms M Moses Group Executive: TCP
MrNEve CGeneral Manager: TCP
Ms S Govender Portfolio Executive: NMPP Project (TCP)
6.1 TFR Locomotive Procurement Strategy: Approval fo proceed with acquisition of

locomotives in respect of GF8 Diesel and Electric Fleets
Mr Gama joined the meeting at 14:24.

6.1.1 Management took the Commitiee through the submission as contained in the pack,
The submission was taken as read. The matter was extensively deliberated upon.
Management stated that the Locomotive Flest Plan was presented to and approved by
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the Board on 20 April 2011, subject to the Committee confirming and finalising the
affordability of the acquisition of the locomotives.

Management indicated that the Locomotive Fleet Plan was budgeted for in the latter
years of the 5-year planning cycle. However, due fo plans to creale the much needed
liquidity in the first three years of the 2014M2FY Corporate Plan, TFR can fund the
acquisition of 43 diesel and 95 electric locomotives much sooner than originally
planned. Management indicated that the fatest requirement for locomotives (R3.6bn)
was catered forin the Corporate Plan, and the remaining issues will be dealt with at the
forthcoming Board Strategy Session,

Management requested a confinement of 43 locomotives to General Electric as 100
locomotives were recently bought from General Electric, and confining to' General
Electric will assist with the standardisation of locomotives. Management stated that the
Company can secure a localisation impact of 60% if the procurement was confined to
General Electric. The Commitiee requested Mariagement to indicate what the local
content will achieve in the future, and further detail the previous achievements on

CSoep.

Management stated that the confinement of the diesel fleet to General Electric for the
Class 43 locomotives was on the following basis:

= The goods of services being procured are highly specialised and largely identical
to those previously executed by that supplier and it was not in the interest of the
public or the organisation to solicit other tender offers as it would result in wasted
money and/for time for Transnet.

e The production line was operational and the design was finalised. Lead times wil
therefore be kept to a minimum.

¢ The Class 43 locomotives are expected to run out over the next year and there was
an urgent need for locomotives in order to deliver upon current committed volumes,

*» Present delivered models have recently been fested and were operating above
expectations. .

» The focomotives went through the teething phase with most initial manufacturing
and operational faults rectified.

e Training curricular had already been developed and personnel were already being
trained on locomotives operations and maintenance.

Approximately 186 jobs will be retained at the TRE assembly facility if the locomotives
are assembled in South Africa and further jobs will be retained in downstream
enterprises. The possibility of assembling in South Africa will be assessed as a
continuation of TRE's current production fine.

The Commitles advised the Company to have information on what it seeks to achieve
on its procurement activiies and requested the Company fo tighten the CSDP
requirement for such activities,

RESOLVED that it approves that the following matters be recommended to the Board
for approval:

o That Transnet proceed with the acquisition of 43 locomotives on confined tender
basis to General Electric o deploy in the GFB operations.
The GCE be authorised with powers to sub-delegate the resolution above.
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° Thatthe Company proceeds with a transparent procurement process to acquire 45 Messrs Molefe/Gama
electric locomotives in the 2012/13FY and a further 50 electic locomotives in the
2013/14FY for deployment in the GFB operations, :

o The Company may submit a PFMA application on the approved acquisition to the
Sharehalder Minister for the acquisition of 95 electric locomotives. 11141"

Certified as true excerpt.

Kind regards
e
N
]

KX
W

BUHLE NDLOVU

Deputy Group Company Secretary
Transnet SOC Ltd

Date: 05 Aprit 2018
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1 Purpose of Submission
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IMANSNET

The purpose of this submission Is to request support and approval to procesd with the
acqulsitian aof 138 locontotives, belng the first tranche of locomotives required for the General
Frelght Business by Transnet Frelght Rail as detalled in the Locomotive Flest Plan, curtalled
to the funding constraints of the Current 5-Year carparate plan.

The program will run over 3 years at an Estimated Total Cost (ETC) of RS 649 milllon. The
Funds are currently funded in the latter years of the current 5-Year Corporate plan, and this
submission concurrently requests acceleration of this locomotive procurement,

Authorlty is required from the Transnet Freight Rall Tnvestment Committee to support ang
recommend to ‘Transnet CAPIC and from Transnet CAPIC, after due process, to proceed with
the acquisition of iocomotives by Transnet Frelght Rall at an Estimated Total Cost {ETC) of R3

649 milllon,

Project classification detalls are as follows:

Yo -

Project Classification: | Fi.1 (Expansion OF Core Business)
F2.1 (Replacement of Capacity)
" Project Type: B1 (New Projects Financial) han ]
AssetGroup: | R32.1 (Locomotives) e
" Strategic Objective: | Profitabiijty IEfﬂciency T
Invé§ﬁent Corridor: Naﬂona"i - T 7

P s

T¥R Budget Line itam | %085 ana 11050

wnorde e o

2 Background
2.1 Current Status

The locomotive fleet modernisation plan (“the Fleet Plan™ that sets out the fleet
modernisation framework for Transnet Frelght Rall's locomotive fleet, encompassing TFR's
strategic Intent of supporting TFR's customer’s needs through the bullding of capadty as welf

| TRANSNET FREIGHT RAIL PROJECT Approval to prveeed with tha acqulsition of
FERENC T ORI iolig Sk T maiiiss | PAGE
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as safe and efficlent operations, was prasented and approved by the Transnet Board on 20
Aprll 2011,

The plan outiined the historical pracurement and aging fleet and is predicated on the basis of
_market demand, technology, business strategy, operational efficiency and affordability In
which the Locamotive flest wm evolve, Tt Is attached as reference In “Annexure A" The
curtent fleet and requlred fleet status based on condition and aﬁordablﬂty Is reflected In
detall In section B of the Fleet Plan. The Locomotive Fleet run out was further based on

axtending the Ifa of certaln locomotive types to 45 years.

The averall csjective of the Fleet Plan Is to ensure the achievement of the TFR strategy by:
*  Reducing the risk of misimatch betwaen locomotive feet and operational requirements
+  Matching the locomotive fleet slze toward Imptoved utilization and efficiencles
»  Creating capaclty for growth In high-yielding rail-friendly traffic
¢ Standardising iocomotIVe techn’oldgie’s
«  Optimlsing assets plans in terms of maintenance and operational aciivities
«  Qptimising the maintenance practises, therehy reducing cost,
+ Supporiing safety and leglsiative requirements

On 03 August 2011, the Board Acqulsition and Disposal Commitine approved the acquisition
of 138 GFB dlesel and electric locamotives to the value of the affordable sum of R3 649

milllion,

2.2 Business Need

Transnet Frelght Rall alms to achleve significant growth over the five year perlad, The key
finding of the focomativa fleet plan [s that there Is Insufflelent traction power to meet the
carporate plan volume demand for the five-year duration which, together with the Impending’
retirement of locomotives, will lead to a traction shortfall,

The shortfall of retiring locomotives and anticipated traffic volumes above the 2011-16 Five-
vear Corporate plan targets amounts to 914 (GFB: 776, COAL: 112 and ORE:26) locomotives

hetwason 2011/12 and 2015/16.

TRANSNET FREIGHT RAIL PROJECT : ip;féia: to proceed with the pogulstion or | SUNCRG ¢ AGiE
Reenn Rantis Callofel
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The anticipated 2015/16 volumes summarised from the Fleet Plan are;

T R Business Corporate pian targets | Antidpated Trame |
SUUSIIUUSI IETRPOUN ¢[1.:: ) WSSO S {21 - ;) N
General Frelght 1107 155.8
Export 1ron Ora 60.7 e o 80 BN
Total 2524 326.8

The aggressive capltal programme which began five years ago malnly focuses on the upgrade
and malntenance of the lpcomotive fleet to reduce locomotive fatlures and replace obsolete
components. As such It has largely bsen based on sustalning existing volumes and since
fleats have been running out during the perod, It has therefore been unable to support
current volumes. An efficlent and refiable locomotive fleét Is imperative to deliver the
volumes a5 indicated In the Corporate Plan (252.4 mtpa In year 2015/16) as well as
accommodating the serviceable market demand (326.8 mipa In year 2015/16),

3 Proposed Solution

The proposed solutionl Isl to proceed with the acquisition of 138 locomatives In the next two
financlal years belng the first tranche of the roll-tut of the focomotive Fleet Plan, This will
partly meet the Fleet Plan requirements of the 5 Year Corporate Plan, but Is unlikely to maet
all the volume demand avallable In the General Freight Sector,

The TFR locometive dcquisitich pian was accommadated In the latter years of the 5 year
Capital programme where the as yet uncommitted funds of R3 656 million are reflacted undler
fine ttems 4089 and 11060, Due to action plans to create the much neaded liquidity In the
first 3 years of the 2011/12 Corporate Plan, TFR can fund the acquisition of 43 diesel and 95
electric locomotives on the strength of the Transnet Balance Sheet much sooner than
originally planned. Ta address the expected shortfall in the locomotive requirements It is
proposed that the locomotive procurement plan ia sccaterntad,

o -
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The alternative scenarios Including upgrade of the existing fleet are fully discussed In the
Locomotive Fleét Plan, but the current fleet iz woefully Inadequate to address market

demand,

3.4 Rationale for selection of the propnsed sofution |

3.1.1 biesel Electric Mix of Lacomotives

The diesel / electric mix Is Informed by the Fleet Plan and the urgent need to replace the
iriminent run out of locomotives.

( :) 3.2 Benefits of chosen alternative
o The business benefits are primatlly achleving of the volumes and Incame as per the Buslness

Plan. Operational benefits are as outlined in saction 12.2 of the Fleat Plan and encompass the
foflowing: -
o Flrst steps to fleet standardization as per the Fleat Plan.
+ Improved efficency of new generation electtlc locomotives with regenerative
capabifity supperted by exparience from the new 15 E locomotive flest
= Improved efficlency and lower emissions from new generatlon diesel Jocomotives.
o Improve refiabllity and reduced malntenance casts from new locomotives
» New locomotives have enhanced technologles protecting the lucomotives from
potentlally unsafe operations,

‘i‘I-IAN-S:NET FREIGHT RAIL PROJECFT mt;r;w;tnpmmd Mﬂntﬁamrlelilan of m“ug‘mm"s “;g"dft ‘—]
fo By It ght Roll ... o PSR L 1...5.1 !, ,.{ F\;._ =
wﬁé_ﬁwﬁumﬂf* DEPARTMENT: Rolline Stock - Licuinglives | PAGE : z %‘; L
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4 Matket Analysis

4.1 Market Analysis
The volume projections together with locomotive requirements for Transnet Frelght Rall ~

GFB only ~ for the next 5 years are as per Tabls 1 below:

e ot —— o stbs s . 2 s T ———
2011712 | 2042/13 12013714 | 2014715 [ 2015/16| Total
GFB Tonnages T : T
per Business Plan 94,4 Qt ;~. IR ?37 104.1 110.7
3FB dnconstralied e
iamand | ] 134 | 1253 w.,lfflz 150.1 | 1558 B
T (iFB Locomotive requirements '
( D bor unconstrained demand. | 0 ]1.2 265 L 205 170 e
Fitst YTranche request '
hasod on uncommitted 88 50 138
kaphal In Corpotiate Plan,

4.2 Buslness Requiremants
The demand For rall capacity Is belng driven by the following factors:

4.2.1

4.2.2

423

4.24

4.2'5

4.2.6

4.2.7

The current business plan — Volume growth s constrained by capacity/capital.

Domestic coal ~ Eskom's consumption and Road ko Rall migration programme |3 very
aggressive and will effectively ses an Increase of valumes from ~8Mtpa to 23Mtpa
over the next five years,

Iron Ore ~ Domestic and regionel consumption of steel s fuelling the demand for
iron-ore and a new expart project by Aquila from Thabazimbl to Richards Bay,

Manganese ~ SA's share of world output Is set to grow with junlor miners and
additional output of traditional TFR cllents.

Contalners — Rall contalner volumes to Increase in line with TFR's stratéglc oblective
of increasing market share along key Inter-madal routes such as Natcor,

Cement - Cement: volumes to Increase In line with SA's GDP growth (4% on average),
TR Is also targafing rellfriendly volumes In this sector.

Magnetite = Demand Is mainly from Ching, driven by Increased stee) production.
Export growth Indicates modest Inerease and domestic consumption Is set to grow
onge local beneficiation projects ars started.

AWy s

Bha e Sh i g
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428 Graln, Malze, Wheat and Foodstuffs - Domestic harvests average between mmtpa
and 14mtpe, weather permitting, Demand projection represents TFR's shara of total
market demand as more trafficIs sh!fted fmm road to rall,

4.29

Botswana and Mozamblque.

4.3 Scops of Work

Petroleum fiquids/prodicts — Demand project!ons lndlcate Inereased volumes by rall In
support of the NMPP. Also, there has bsen en increased over-border demand from

The scope of work entalls the purchasing of 43 diesel and 95 electric locamotives as per the

following schedule:

2011732 | 2012713 | 2013/14 | 2014115 | 2015718 | Total
_ Diesel Unls 43 ' 43
Electilc Umts | s 50 | 95

The dlesel locomotives wiil be GE dass 43 similar to those currently belng delivered. The
eleciric locomotives will be dual voltage 3kV IXC and 25kv DC

§ Estimated Total Cost (ETC) of Capltal Investment
The Total Estimated Cost of the project 1s R3 649 miiflont to be spent over 3 years per the

table below:

"2011/12 | 2032/43 | 2093744 | 2014715 [ 2015736 | Total
s , 3 | Yotal
avcelerated Capex 225 2164 1260 3649
| Flows (Ren) 4 i —
Corporate Plan 79 314 2 956 985
Gapex lows (k) LB 3556 |

Fm s i

m i 8l
#4089 ana.udEtT

- s
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& Financlal Analysis

6.1 Affordabmty and Funding
The funding solulion anarysts was done taking the Transtiet balance sheet and cash Interest

cover ratios into account. Improvernents in the capital spend was achleved by repriaritising
the TFR § year Capita! Plan, This created spaoe in the gearing and cash interest cover targets
to pull forward the unmmm!tted locbmutive spend of the later yaars.

The Impact of acqulring these locarmotives on Transnet financlals is llustrated In the following

table:

ERTL RPN IS

- —— —

e 7 —

209112 | 2012M3 | 201314 | 201416 | 201618
‘Proposed Earl!er CAPEX Flow {Rm) 278 2,164 1,260 B '
Comorata Plan Yan CAPEX Flow (Rm) 79 314 1,312 056 805
TcromAntsl Révanue rIging 16~ . ; R o
New Locomotives (Rn1) 0 . PZZZE, 1928'7 __3?3%2 ! | 2:3888“
lnoremental Revenue to Corporate |
Blan_ | samsl  eets| _ gsan| _ 4338
Gearing % 446 457 | A48 40.7 85.0
 Cash Interssl Gover (Times) a4t | 835 | 345 | 401 | &40

Note: These additions! Jocomotives do nol cover the ful Tractive requirement to imeet the § Year Corporale Pian, This business

case partially addresses the shordfal,

6,2 Economic evaluation results
A ﬁnancla! etonomic eva!uatlcn was done The results are as follow:

,,gp,. Sl uuwu-mnnwm .

.NW ’EE‘MHBO

LR

q—-nnr{.a.u

magw 4¢1é%

nw wawmm

The results of the economic evaluation show that the project meets-the financial

requlremehts

g o
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TRANSNET
6.3 Wey Assumptions
2 Advanced payment of 10% has been factored into the cash flow and 90% to be pald
on dcceptance. This is In line with the advanca payment made for the acquisition of
100 Class 43 Diesels locomotives.
¢ Each 100 new locomotive generates an additional 6,6 mtpa capaclty In year 12/13
whlch !mproves t0 7.6 mipa In 2015/15,
s+ The revenue Increases relates to the average fate per ton of R196,00 applied
cumulativaly to the additional tonnages from 3.3 mt for 2012/13 tamping up to
; 10.2 mt for 2015/186.
4 y + The financlal evaluation Is conservative with regard to the factors below
: »  No tatff increase has been assumed over the life of the project.

+ Locomotive efficiency improvement of 4.7% In 2012/13 redudng to 2.6% in
2015716 Was used as stated In the 5 Year Corporate Plan.

+ The urconstralned market demand of 155.8 mtpa In 2015/16 Is currently
being valldated. This business case on addresses 10.2 mipa of lthe
unconstrained demand,

o No Increase In freight tarlff, In both nominat and real term was used In the
Afferdabifity and Funding Analysis.

« The profit margin was capped at an EBITA pecentage of 40%, wefl below the
performance of comparable railways,

(,{} ‘b 7 Human Capital

No tralning will be needed as the skdils required to manage the project already exist within
Transnet Frelght Rall. Traln drivers can be up skilled to deal with the dual voltage
locomotives

Transnet Frelght Rall and Transnet Rall Engineering malntenance staff Is capable of
maintaining and operating the assets.

8 Corridor Strategy
This Investment contributes directly towards the strategy of Transnet Frelght Rall to deliver

on the targets as set aut in the 5-year Business Plan.

TRANSNET FREIGHT RAIL PROJECT 3 Appmval bo proceed with the atq“f““"" of ‘l ﬁohan Bnuwg‘r } ;
Francis Ca
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The project Is In line with the locomotive fleet renewal strategy of Transnet Frelght Rall,

8 Environmental Impacts
There is no adve_rse Impact on the enviranment as & result of the project.

10 Impact of investment on other Transnet Businesses
Transnet Rall Engineering will be responsibla for future malntenance of the new locomotive
fleet.

11 Commitment Dates and Key Milestones
The table below suminarizes the key milestonies In the approval, design, Implementation and

ﬂ g ”‘”ﬁ cornpletion phases.
= Key Mliesone T T Date
Submission £ TFRIC T Agist 2013
Wattant tssued B September 2011
“Project Commencement . FebjMarch 2012 |
"Project completion; T | March 2014
Post evaluation raview (usually one year after commissloning | March 2015
of asset)

12 Capital Budget Implications

12.1 Ynvastment Required
The Total Investment Requirement: R 3 649 milllon spread over 3 years.

The Investment Flow/Time frame;

B w2 3 A Voo, S W R W B et BT IS b d AP prmas

Subsequent years (Values n R'000)

v v w8

| z012/12 201213 2013/14 2014715 2015/16

225 2184 1 260

12.2 Budget Implications

The project has been included in the 5-year investment program as part of the locomative
renewal plan, Line Items 4089 and 11060

mmm@gwﬁw - Frapcls Colln
W REFERENCE ¥ ; 4089 nd 11060 *" | BEPARTMENT L Roffing Slotk - (ocoma{lvos_| PAGE: ¥ iﬂ i

sy

Fmsurr FREIGHT RAIL PROJECT ¢ Approval b0 procaed with the acyyleltian of mmw

Adidhion of Transnet Limfted Heghairathon Humbee 1950/000500/06 =+ wwtranapstael
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12.3 Contingencies
Provision for contingendes will be made In the contract negotiations.

124 Foreign currency exposure

_The project Is subjected to forelgn currencles for which forward cover will be taken upon
placing the orders for dellvery of the lecomotives,

12.5 Funding |
Funding will be by means of & Group foan as part of the Capital Expenditure program
12.6 Tax Implications

The investment Is subjected ko 20% annual Wear and Tear allowance as per the
guldelines of the Income Tax Act.

13 Operational Readiness
' |

The project is sustalhlng existing locomative capacity. Though the necessary resources are
already In place for the existing fleet, an Operational Readiness plan will be deployed once
confractust agreements are entered Into.

14 Risk Assessment and Critical Success Factors
The locomative Fleet Plan was subjected to full risk assessment before approval theref,

The volume ramp up for Transnet Freight Rall ls significantly dependant on the
procurement of locomotives In the vary short ferm. The current aging fleet puls business
volumes at risk. It must be notad that the propesed proctrement programme Is very tight
and polential defay to the programme Include:

*  Manufacturers have 1o establish local manufecturing facllides or endure production
breaks if orders are not placed timeously on current facllifles.

¢ Offshore procurament hae Inherant shipping delays and reagsembly once they reach
the harbour,

*  Thefiret batch of any new locomolives has to undergo rigorous acceptance lests pHor
to being put Inlo service and commenoement of manufaciure of the rsmalning
locomotives,

*+  Gape gauge slectrls locomotives are baspoke desighs (unlike dlessis), requiring
signlficantly greater Input and testing of design and performanos valldation,

¢ Bidding manufacturars not having enough time to teslgn major modifications required
for adaptation info the RSR standards,

TRANSNET FREIGHT RAIL PROJECT : Appravar o proceed with the scquisitian af | Sotrions : A0S Joidk ™ |

_Jagpmotivas be Transnet Fi e e e Prancis
tmr@wwwu% %ﬁgﬂ._- | DEPARTMBET ; Rollim Biack - Incmuplives [ PAGE ;
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15 Benefits realisation

Beneflts realisation will be achleved by:

As stated in the assumptions the locomotives will contribute towards the additional volumes
resulting In Improved revenue and profits. These beneflts will be tracked at both an asset
(l.e. locomotive) level and overall In terms of volume, cottldar Improvement and customer
satisfaction. These will be tracked at a business leve), ensuring thet the new locomotives
remein productive,

16 Project Champlon A
The Project Champlon Is Ms Rita Roper, General Manager (Capltal Program)

) 17 Recommendation and Authority Required

Authority 1s required from the Transnet Frelght Rall investment Gommittee to support and
recommend Lo the Transnet CAPIC to proceed with the acquisition of 138 locomotives by
Transnet Frelght Ralf at an estimated total cost of R3 649 million.

The due process to be followad Is stated bejow,
1. 1t Is recammended that the Transnet Frelght Rall Capltal Investment Committee

supports and recommends to Transnet CAPIC to proceed with the acquisition of
locamatives for General Frelght by Transnet Frelght Rall at an Estimated Total Cost of
R3 649 millon,
2. It is recommended that the Transnet CAPIC supports and recommends to Board
Acquisition and Disposal Commitiee ta procaed with the acquisition of locomotives for
General Freight by Transnet Freight Rall at an Estimated Total Cost of R3 649 miliion.
3. It Is recommended that the Transnet Board Acquisition and Disposal Committee
Q supports and approve the acquislion of locomotives for General Frelght at an
‘D Estimated Total Cost of R3 849 million,
4. The Minister, Depadmmt of Public Enterprise, to support and approve the funding to
proceed with the acquisition of locomotives by Transnet Frelght Rall at an Estimated
Tota! Cost, of R3 649 miliion

TRANSNET FREIGHT RAIL -PROJECT : Anproval to processt wioh the acqulotion of | AHORG T Aig
ocomotlves by Transret FrolghtRal) e e e o TAOLES Callard
RO NEEEREACE £ T A e TV Rl S [oipindipes | PARE | 13
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18 Eroject Authorisztion Signaturag

18.1 Transnet Frelght Rall

Submission supported;

General Manager
, (Capital Progmm)
D .

Submission supparted:

I8.2 Transnet

Submlesiol supported:

Submission recommendesd:

BrionMolete | pate
Group Chief Execttiva
e

[ TRANSNET FREIGHT RAIL PROJECT : Appraval to sracead with the scqursidon o7 ﬁﬂous-hpdré T

Jacamotivas by el Fri _Prands Callord
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©ffice of Nokuthuts Khumats, Group Company Sacretary

wrnr
v‘.'-“‘f

TO WHOMIT MAY CONCERN

CERTIFIED EXCERPT FROM THE MINUTES OF MEETING NO. 14/8

TRANSNED

OF THE BOARD OF DIRECTORS OF TRANSNET

S0C LTD HELD ON 31 AUGUST 2011 AT 11:20 1N THE DURBAN JULY BOARDROOM, OYSTER BOX HOTEL,

DURBAN

[

WELCOME, CONSTITUTION OF MEETING, APOLOGIES AND SIGNING OF
ATTENDANCE REGISTER

11 Present
Mr ME Miwanaz Chalrman
Mr B Molefs Group Chief Executive
Mr NK Choubey Non ive Directar
Ms Y Forbes Non-Exgcutive Director
Mr MA Fanucchi Non-Exscutive Director
Mr HD Gazendam Non-Exegutive Director
Ms NBF Geaba Non-Exegutive Director
Mr MP Malungani Non-Executive Diraclor
Mr BD Mkhwanaz Non-Executive Director -
Ms T Mnyaka Non-Executive Direttor
Ms N Moola Non-Execufive Diractor
Mr MP Moyo Non-Executive Direclor
Ms NR Nishinglla Non-Exscutive Director
MriM Shama Non-Execufive Director
MrA Singh Acting Chief Financlal Officer
Mr IB Skosana Non-Executive Diractor (Partial attendance)
Ms E Tshabalala Non-Executive Dirsctor
Ms DL Tshepe Non-Executive Director
1.2 In attandance
Ms P Difeto General Manager: Offica of the Group Chief Executiva
Ms Z Stephen Group Executive; Corporale Services
Ms ANC Ceba Group Company Secretary
13 Ag:oiagies
None
14 Partis! atiendance
Mr 81 Gama Chiel Exacutive: Transnet Freight Rafl
8.2 tnterim Locomotive Fleet Acquisition Plan
821  Management took the Board through the submission as contained In the pack. The
submission was taken as read. The malter was extensively deliberated upon. The purpose
of the submission was ta obtain PFMA approval from the Shareholder Minister to proceed
with acqulsition of 138 new locomotlves at an estimated tolel cost R3.6bn, The Board was
requested fo consider, support and recommend the following to the Shareholder Minlster:
= Transnet proceeds with the acquisition of 43 tocomotives on confined tender basis io
GE to deploy in the GFB operations;
e Transnet proceeds viih a transparent proctrement process to acquirs 45 slectre
Tocornolives In the 2012/13FY and a further 50 electric locomotives In the 201 3MAFY for
deployment in the GFB operations; and
o The GCE be autherised with powers to further delegate the resoluians above,
Trensel SOC Lt CatfonConte PO, Box 72501
Reglstration Nomber 150 Comvmissimer  Porkelaw, Jobannesbug
183000030030 Jsmz ?mgm gﬁ
zor F42711 3082698
Dictars: LG Mabaso (Chalimersan) §t Gama* (Groap Chief Exeouie) ¥ Fovbes AG Kinley G Mafilelz PEBMathekgaZA Nagdee VM Nkonyane SMRadebs vewawransmet g
6J Pita* {Chis! Finencial Ofice)

Group Company Secretary: NE Khaonaly



Office of Nokuthula Khryalo, Group Company Secretary )

8.2.2 Mr Choubey advised the Board that he
and did not have an opportuntty to cons

the goods could thus be bought at a lower cost,

823 MsTshepa Indicated that the Board was stron
she indicaled the urgency of the mater as
rationgle presenied by Management below,

only recelved his meetin
erthe submissions, He

TRANSNET-REF-BUNDLE-08358
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g pack on 28 August 2041,

Indicated that a confinement

gly agalnst confinement processes; however,
an exceplional circumstanca based on the

824  Management took the Board through the ratlonale in support of the confinement as, amongst

others, the following;

» The goods or services being procured were

time for Transnet.

*  The production [ine was operational and the

therefore be kept to a minimum,
*  The Class 43 locomotives were

design has been finalised. Lead times wil
expected to run out over the next year and there was

an urgant need for locomotives i order to deliver upon cusrent commitied volumes,
» Present delivereg models have been recently tasted and were operaling sbove

" expactalions,
o ¢ The Jocomotives had gona through the teethin
and operational faults rectified.
Mr Midwanezi jolned the mesting af 12:35

825 Management reporied that so far, onl
requirment. The General Electric transaction was the
{with an approximate valye of R1.1bn}, There was n

new concept,
828  MrMoyo requasted that approved

g phase with most Initial manufacturing

y three fransactions were Sublected to the CSDP
mast successful transaction on CSDP
o benchmark as CSDP is a relatively

Disposals Commitiee was stil awaiting the procwrement strategy for the acquisttion of the

locomotives.

RESOLVED that the Board approves the fal
*  The interim Locomolive Fleet Acquisit)
- Transnet procesds with the acquisttio,

GE to deploy In the GFB operafiens; and
procursment process in BCqUire 45 electric
bocomotives In the 2013114FY

- Transnet proceeds with a frang ,
and a further 50 eleclic
{'}  for deployment In the GFR operations,

locomotives in the 2012/13FY

n Plan at a value of
nof 43 locomotives

approximately R3,6bn:
on confined tender basis to

*  The GCE be authorised with powers to further delegate the resclutions above,

N * The Company may submit a P
acquisition of 95 electiic locomot
Carlified & true excerpl.
O
NO ULA KHURALO
Group Company Secretary
Date: 6 Aprif 2018
Transnet S0C L CatonCente  P.0_Box72501
Regisiralian Numbey 150 Garmissioner Parkviow, Jobannashuy
199000090030 Strest ]ﬁu&mm %
201 F+27 11 308 2538

FMA application to the Shareholder Minlster for the

11184

Directory; L0 Mabaso {Chatipermon) 81 Gama® {Broup Chlef Exetutivg) ¥ Fortieg A Kinlay Gl Metlaleds PER Methekga 2A Nagdes VM Hxonyans 8 Redebe WRanSEel pet

G Fifa® (Chief Finanes] Ofioen)
*Expiuiive
Group Sompany Secrolary: NEKtumalo
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Maflks Miowanazl Chairman

Mr. Pravin Gordhan, Mp
Minister of Finance
National Treasury
Private Bag X115
PRETORIA

0001

Fax: (012) 315 - 5372

TRANSNET-REF-BUNDLE-08360

TRANBNET

Greun Company Secetiy: ANC Cebe

>, Dear Minister Gordhan
ey
S SIGNIFICANT CAPITAL EXPENDITURE
In terms of Section 54 (2) (d) of the PEMA Transnet is required to Inform Nationa} Treasury
of significant capital expenditure that is above the significance and materiality framework as
agreed with the Executive Authority, In the case of Transnet the materality leve] has been
defined as 1% of tota) assets, being R1.8 billion, The projects fisted below are thus being
reported In terms of the PFMA and are included in the 2011/12 comporate plan,
Project Estimated mﬁw
Total Cost
1 —1 . {Rm i .
Coal Line expansion £ Bimt Pending anproval '
Durban Contalner Terminal herth Future project N
despen i ] . !
Pier1 Phase II expansion into Satisbury R2 970m ]
Island |
- ——
) T
{ Should you require further details on the above mentioned projects please do hot hesitate
A to contact me,
Kind regards
/(}c’é;g// 7 £
Mafika pMkwanazi
Chalrmgn : £
Date: %\m\%&/
CC: Mr. Malug] Glgaba, MP, Minister of Public Enterprise
Trananet S50C Ltd Carios Cartre P.0. Box 72501
Regiziration Number 130 Commisstorer Parkview, Jeharneshurg
1950/000500/06 Street Scutr A, 2¢20
Jeranr T +27 11 308 1313
pixel] F 42711 309 2315
;Mh!m‘e {fﬁ%&xi g%em; ; ;:e;;‘ sgmg%;i::tﬁgmiﬁ: m% fgbé;‘g Hgm mﬁ’i’f"‘ VP Yalrgent 80 Hidwanay WS eret et



TRANSNET-REF-BUNDLE-08361

06/10 2011 THU 08:53 FAX 0113082312 GCE, Transuet 80C Ltg
! —_— T

i.‘:*k*#*iii***i!d‘*ik*i

*A* FAX TX REPORT +4+
AR ELE T T T P,

TRANSMISSION Ox

JOB MO, C84s

DESTINATION ADDRESS 002232332632

SUBADDRESS

DESTINATION ID

8T. TIME 06/10 p8:52

TX/RX TINE 08’ 50

»gGS. 1

RESULT OX J
D ———— e

¢

i

Maliks Miyznazl, Chairman

Mr. Pravin Gordhan, Mp
Minister of Finance
National Treasury
Private Bag X115
PRETORIA

0001

Fax : (012) 315 - 5372

Dear Minister Go-dhan

SIGNIFICANT CAPITAL EXPENDITURE

In terms of Section 54 (2) (d) of the PEMA Transnet Is required to inform National Treasury
of significant capital expenditure that |s above the slgnficance and materiality framawprk as
agreed with the Executive Authority. In the case of Transnet the materiality level hag been

defined &s 1% of total assets, being R1.8 billion. The projects listed below are thyg baing
reported in terms of tha PFMA and are includad in the 2011/12 corporate plan,

Project Estimated PFMA Approval Statys ~
Total Cost

Coellne spargion ioE1ms © 0 - e BW) L e
; oal Line expansion t6 Simy - —{R5100m T Pending aporoval’ * ° e
 Durban Contalner Term nai besth : R3 300m Future project '
deepening o SalBEIY T [REWom T pn i o
Pler] Phase II expansion Into Salisbury R2 870m Future project
Island S e
9% Genera) Frelght Elecirlc [ocomotives TR2és3m " | appncaton belng prapared

Should you require further details on the above mentioned projects please do not hesitate
to contact me.

Kind regards

r/j?}ki'(%&”&ﬁﬂ

1] bikwanazi
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06/10 2011 TG 04:12 FAR 0113082312 GCE, Transnat S0 req @ooy
e e 7 v gt 3 —o-au-m«u—“
Q**i’*tiii*iiitii*i*k
**% FAX TX REPORT #+4
itﬁﬁitti*ittl**t*#ti#
ZRANSMISSTON OR
JOB KO, 0Es8
DESTINATION ADDRESS 00128311633
SUBADDRESS
DESTINAYION ID
ST TIME 0€/10 0%:11
TX/RX PImMm 01'a2
PGS, 1
RESULT oK
R e e |

Malika Miwsnag,Chavman

D .

¥

Mr, Pravin Gordhan, Mp
Minister of Finance
National Treasury
Private Bag X115
PRETORIA

0001

Fax : (012) 315 - 5372
Dear Minister Gordhan
SIGNIFICANT CAPITAL EXPENDITURE

In terms of Section 54 (2) {d) of the
of slgnificant capital expenditure that
agresd with the Executive Authorlty,
assets, being R{.8
reported in tarms of the

. we -

“Project”

Loal Line expansion to 8mt
Durban Container Terminal be

Heepenir S
Plerl Phass IT expansion inta Salishury
Ihng .
95 General Freight ht Eleatric Locomotivas ™ |

billion. The projects listed b
PFMA and are Included In the 2011/12 corporate plan,

PFMA Transnst Is required to Inform Nationat Treasury
Is above the significance and materlality framevork as
In the case of Transn

et the materality lavel hag heen
elow are thys being

| " PFMA Approval Status
. Pending Boprovyy S
Future project 1
Future project 7
f.@lﬁﬁiﬁﬁiaafﬁﬂé@: o

Should you require further detalls on the above mentioned projects please do not hesitate

to contact me,

Kind regards

%j (!L'V’i"‘_i“(ﬂc‘é 3\

Mafika tdkwanazi /
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Mafila Mkwanaz!,Chavman 1M5NEI'

Mr. Malusi Gigaba, MP
Minister of Publle Enterprises
Private Bag X15

HATFIELD

0028

Dear Minister Gigaba

REQUEST FOR APPROVAL IN TERMS OF SECTION 54 2(d) OF THE fusLIC
FINANCE MANAGEMENT AcT + ACT NO. 1 OF 1999 FOR PROCUREMENT OF 95
ELECTRIC LOCOMOTIVES

Purpose

Approval is requested in terms of the PFMA, which requires sharehalder approval to
cammence with projects with a value above the 1 ¢ total asset valye threshaold, for the
procu of 95 General Freight Business (GFB) electric tocomotives to an estimated total

The current five-year Corporate Pian makes provision for the acquisition of GFB electric
locomatives, The locomotive acquisition was previously envisaged to oceur in later years, but
in considering Transnet's latest forecasts, meeting of demand to Promote ecanomic growth
and reptioritised capfta! requirements Transnet @n afford to imm diately fund the

acquisition of 95 efectric locomatives on the strength of its halance sheet,

The locomotive fieet modernization pian ("the Fleet Plan™y encompassing TFRs strategic
‘ intent of supparting TFR's customer's needs through the bullding of Capacity as well as safe
3 and efficient operations, sets qut the fleet modernization framework for Transnet Frelght
Rall's locomnotive flget,
The Fleet Plan {Annexure A) outlines the historical Procurement, ang aging flest, The current
fleet and required fleat status based on condition and affordablity is reflected in deta in the
Fleet Plan, Future Procurements are predicated on the basis of mariket demand, technology,
bus;sess strategy, operational efficiency and affordability in which the locomotive fleat will
evolve,

Trananat S0C Lo Coritan Conten P.0, Bex 72501

Regiszation Humbe: 150 Comirkslorar Pariedey, Johames':ur;

189C/206900/06 Strest South Afeics, 2122
Jchamesbwg T+27 11 208 2313
21 F+27 11 308 2313

Birestors: M8 Muwanag {Calrmany g Moens {Grxp Chin? Bxatyel g Croucey ™ wa saryeoni v Forbes HE: Gendarn K5 Geaba Mo M3vngan) e Mgz
iz

rwm fMocls MP Moyo AR Nisingla v Srra 1E Soera £ Tshabatats ©L Tshepe & Srgh” iAckng Crveg Fraegisl Olress An Gmrare e

Growp Cospany Seceptary: AMC Coba
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Motlvation

The key finding of the locomative fleet plan is that there is Insufficient traction power to
meet the planned volume demand.

The aggressive capltal programme has thus far mainly focused on the upgrade and
maintenance of the locomotive ficet to reduce locomotive fallures and replace cbsolete
campanents. As such it has largely been based an sustaining existing volumes, In addition

fleets, have been aging further during the period limlting Transnet’s abliity to support current
volumes.

An efficlent and reliable locomaotive fleet is imperative to deliver the volumes as indicated in

the Corporate Plan (252.4 mtpa In year 2015/16) as well as accommodating the serviceable
market demand,

As a result of the acquisition, GFB volume amp-up by up to 27.7mt can be facilitated, The
markat demand which Is expected to be well in excess of 27.7mt is currently being validated,

The proposed solution Is to proceed with the acquisition of the first tranche of the rali-aut of
the locomotive Fleet Pian, This will partly meet the Fleet Plan réquiremants of the 5 Year
Corparate Plan, but will not meet ali the volume demand avallable in the General Freight
Sector. The remaining requirements have been captured In the market demand strategy

which has bean shared with you,

A detafled financial assessment has been performed and the project is financially viable as
required by Transnet's finandal governance framework. The business Case as presented to
the Transnet Board of Directors supporting the acquisition is providad a

To address the expected shortfall In the locomative requlrements it is proposed that the
locomotive procuremant plan commance.

Procurement

Transnet will go out on open tender for the acquisition of the 95 electric locomotives with
the proviso that the acquisltion is subject to Transnet obtaining PEMA approval from the

Transnet’s procurement strategy for the acquisition of 95 Electric locomotives has
transformation, empowerment and economic growth as Its main supplier development
objectives which are aligned to Government's New Growth Path goals of promoting:

& empowerment of previously disadvantagad individuats,
% sustainably developing local industry and
< Improving skills to support localisation and industrialisation objectives

Transnet has adopted a Procurement strategy aimed at achieving localisation, technology
transfer to local entit'es, skils development in assembly, manufacture and maintenance
technigues, Job creation and preservation, impact on the green aconomy through energy
regeneration and reduction in carbon emissions and the promotion of small businesses
particularly in rural areas,
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Our weighting criteria Is based an achieving significant impact in the areas men

as well as chuslng on the promotion of Broad Basad Black Economic Empowem?::te ghiggzﬁ
applying weighting for the B-BBEE Scorecard rating and allocating additional points for
further recognlition criteris focusing on black ownershi , fanagement control, employment
equity, enterprise development and preferential procurement.

Addttionally, bidders will have to pass through two gates before being el

t gible for eval
on the above, the first gate being the level of economic growth, empowerment and Haton
transformation the bidder can create and the second being a technical gate,

By applying this strategy Transnet aims to support Its mandate of transforming Its supplier

base by engaging in targeted supplier development initiatives to support localisation ang

N industrialisation whilst providing meaningful apportunities for previously di
e | South Africans, ppo P Y disadvantaged

Consequently In support of Transnet's objective of Increasing volumes and providing

appropriate GFB capacity it Is requested that yous approve the progure
locomotives, You app procurement of the 95 efectrie

Kind regards

o
322‘2?‘/%:?2
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ce-UeU-til BB:i34 Frow: 1124311939 T0:08113862315 F,i71

MINISTER
PUBLIC ENTERPRISES
REPUBLIC OF SOUTH AFRICA

Priesta Bug K15, Molbohd, 9028 Yel, 17 439 HIB Fow 17 &5 100
Fbssitu Bogy MEUTH, Caon Yoram, BUCO Tl C29 A48 83T&)Y Fax (1 K34 TUATASE (143

Mr Mafika Mkwanazi

Chairperson of Transnet Board 5’ e ‘ ooty F
P Q Box 72501 £
iy Parkview _ ¥
{ ze 200 -12- 2 2
e Tel 011 308 2309
Fax. 011 308 2312 b fica of tho Chgloman
L BECEVED &30
Dear Mr Mkwanazi

Trananet Request for Approval to Procure 98 Electric Locomatives for
GFB

Your letter dated 24 Oetober 2019 refers.

t hereby approve Transnet’s section 54 2{d) application for the procurement of
95 General Freight Business Electric locomotives to an estimated {utal cost of
R2,7 bn, with the proviso that Transnet provides me with a comprehensive
briefing on the company's engagement with the CSDP process ang
particularly the supplier development and localisation camponents for this

i procurement.
7 f\} In order to keep abreast of developmanls with regard to future locomotive
requirements, | would ke to request that you provide me with an updated
S stralegy, revised Locomotive Fleet Procurement Pian, 2 financial analysis of

how {his strategy will be implemented and how the procass will contribute to
Govemment's etonomic objectives as slated in the New Growth Path {(NGP)
and 'ndustrial Policy Action Plan (IPAP) poliey statements,

Ftrust you find the above in order,

Yours s_igcirety

MH 1 GIGABA, MP
MINISTER OF PUBLIC ENTERPRISES
DATE: Qo 1{1{
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. TENDER NOTICE
B _RFP-:_-_EI__DAC- HO-7801

o

E BA_NSN FRE'iéH‘I.' RA:'I‘L»,‘a Dlvisfbn Qf,frénsrie

\ d 081 for proposal {REP} as indicated _b‘élo'w: . N N . ,

- TENDERS ARE INVITED FOR THE SUPPLY AND DELIVERY OF 95 NEW ELECTRIC LOGOMOTIVES
FOR THE GENERAL FREIGHT BUSINESS (QFB) TP BE DELIVERED BY MARCH 2014,

t8OC Ltd. invitss all interested parties to respond

RFP documents may be obtained . on ‘and
after Tuesday, 08 December 2011 at the
RECEPTION, TENDER ADVICE CENTRE,
INYANDA HOUSE 1, GROUND -FLOOR,

1 WELLINGTON - ROAD, . PARKTOWN,
§QHANNE,S_BURG during the office hours

8h00 to' 16h00. A R20 000.00 (inalustve
of VAT) non-refundable - tender charge is

required pér tender,

NOTE:
1. Payment is to be mads to:
Account Name; Transnst Fraight Rajl

Standard Bank . .
Account number: 203158508
Branch code: . 004805

and. the' Company ' Name. “Recaipt/s to be

presented prlb»rkto collsation of the tenders.

8. Recelpts ara to be submitted when collecting
the REP dosument T

A formal’ compulsory clanfication/site meeting
;| with repragentative of the Employer wili take place
- at Umjantshi A-C Boardroom, Inyanda House 2,
Ground Floas, 13-15. Girton” Road, Parktown,
Johannesbiirg on Tussday, 31 January 2012
£40h0D.". - - T

Lindiwe Mdibtstia- - .

Co1Tek{of4)68a-0820/083 268 9388 . -
- E-malt: Lindiwe,Mdietshé2@trdnsnet,net
. Edmall; Batoh.Asssgaal@transfiet.net
 Referbnas REP HOAC-HO-78d) -

2. The deposit slip must reflect the RFP number’

Tenderars without a valld tender document in
thelr poaseasion wiil ot be afiowad to attend the
compulsery “clarification” meeling. Documents
will only be availabls and must be collected
befare 16h00 on Monday, .

30 January. 2012, . (NB: No tendera’ will be
issued sfter thia doadling).” '

AFP documents may be viewed and downloaded
fram tha wabslte by clicking on the request for
propgsal number that s highlighted In rod on the
webslte: - - : ] : : A
{http_:jlwww.tm'n_sneﬂraIghtrall.co_.zal

Webslte/tenders.htmi)

This tander shall close punctually on Tussday,
28 February 2012 at 40h0D at the following
address: The Chalrperson, Trananet Fralght Aall
Acquisition Gouncll, Inyanda House 1, Ground
Floor, Tender Box, 21 Wllingtan Rd, Parktown,
JOHANNESBURG, 2001, © - '

PREFERENCE WILL .BE GIVEN TO BRDEE
COMPANIES 3N, TERMS OF TRANSNET'S

BBBEE POLICY.

Trananet Hotlne: 0B00-003 056, .
Emall: . 7. Trangnet@tip-off.com
FaxNumber: ~ 08GO 007 788 - .
Freepost DN 268, UMHitaiiga Rocks, 4320

Licded f <8 De combe Qo)
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TRANSNET FREIGHT RAIL

an Operating Division of TRANSNET SOC LTD

(Registration No. 1990/000900706)

REQUEST FOR PROPOSAL (RFP)

FOR THE SUPPLY OF 95 NEW ELE

CTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT

BUSINESS (GFB) BY MARCH 2014

RFP NUMBER HOAC-HO-7801
ISSUE DATE; 06 DECEMBER 2011
CLOSING DATE: 28 FEBRUARY 2012
CLOSING TIME: 10:00

COMPULSORY BRIEFING SESSION:

A compulsory briefing session will be held at the following venye;

Time : 10h00
Date : 31 JANUARY 2012
Venue : Umjantshi A-C Boardroom

Ground Floor

Inyanda House 2
13-15 Girton Road, Parktown
JOHANNESBURG

Respondent’s Signature

Date & Company Stamp
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SCHEDULE OF DOCUMENTS

Section No

SECTION 1: NOTICE TO RESPONDENTS. covvcrevrvnnssnssscorsssesssesms oo
PROPOSAL REQUEST ..o B
FORMAL BRIEFING 11vss-veesrvessnssnesssssssososcssessssssstssesiossossmssmes o eee .

PROPOSAL sumzssmn
DELIVERY iMST%E.iCWONS FOR THIS REP .oovvvrsmreoneeorsooon
SUPPLIER DEVELOPMENT INITIATIVES ...ccoocvver s scoeens s oo
BROAD-BASED BLACK ECONOMIC EM%WERM&N? (ﬁ-ﬂBEE) S T T |
COMMUNICATION vovovoneeeeosooo

REP SCHEDULE ... couvnesessermsesessosesessss oo

ms*mmmws FOR CQMPL{:'NNG THE RFP..
COMPLIANCE ...cooc e oo
ADDITIONAL NOTES .......oovrvvesrosoeeirooo
DISCLAIMERS...
PUBLIC FINANCE Mmzm&mm ACT (PF‘MA)..M .......... S

18 LEGAL REVIEW coovocovevry s connsscss s s oseenesssors s .
SECTION 2: BACKGROUND, OVERVIEW AND SCOPE OF HEQUIHEMEW&
15 BACKGROUND .ovoevoreeeecemees oo BT s,
16 LOCOMOTIVE FLEET STRATEGY ....eecorvvovmnroneeneseess oo
17 EXEQUTIVE OVERVIEW ...ovverevrvsenscncensosesemmses s soemssees oo
18 SCOPE OF REQUIREMENTS v.vvevvvsneorioserssioevoesseeoos oo

19 GENERAL INFORMATION........ ...

20 MANUFACTURERS.............
21 SUPPLIER... et .
22 mmmfﬁm ccmsm,...,.‘ ..... A s ORI Y7
23 EXCHANGE AND REMITTANCE wvvvcvvvveenccsenrornesseoreneess oo oo

24 a&memnmgwmsasmRmummnAm,.m..w.....4.,,»,.”.,.... e verenenns
25  SERVICE LEVELS ... A 480588883 0o s e
26 CONTINUQUS mm@vmsw INITIATIVES ... ... et st veetisresiemessnsiseneeesnenne, 26
27 msx
28 REFERENCES... herSFannitoih za
29 ﬁwmmmcmsm T et st oo s e 28
30 TECHNICAL msauaumwwuua&smmswa ”{:mem" e r e
SECTION 3: FINANCIAL OFFER & GTHER PERTINENT mmmmm S et er et et s st
»  COMPLETE THE FOLLOWING DOCUMENT (SECTION A, B AND C) TO THE BEST OF mua ABILITY .ooyo..
v CROSS REFERENCE ALL PERTINENT ATTACHMENTS oo resamssnsasensssoseissasesson oo, 33
*  RETURNWITH THE BID DOCUMENTS....c.mserccennrreesnsesssseossos oo
SECTION 3 -A: GENERAL 1..oocvvvvveeoreoaveecrensmsememssessseessenss oo,

GG s N L D Ll A e

B b b e
[THE S T -

Respondent’s Signature Date & Company Stamp
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SECTION 3-B: MEASURES ........ccocorvvevrvnvennn L TP T USSR et 35
SECTION 3-C: CASH FLOW PREDICTION AND RET ENTIONS OFFERED ..............cormererrvrene oo 40
SECTION 4: PROPOSAL FORM ........eevvnann e s e s Fert ey rereieeana, 44
SECTION 5: SIGNING POWER ~ RESOLUTION OF BOARD OF DIRECTORS ......cunen.., beerrecnnerarnn resaeesrena .49
SECTION 6: CERTIFICATE OF ACQUAINTANCE WITH RFP DOCUMENTS ...t et .50
SECTION 7: GENERAL TENDER CONDITIONS - GOODS ....vvooovoorn. Crrveeeiene, TN e 51
SECTION 8 DRAFT SUPPLY CONTRACT AND SUPPORTING DOCUMENTS.......... TS bervessene sosrinens 52
SECTION 9: CERTIFICATE OF ATTENDANCE OF BRIEFING SESSION....ccoccrevinriiveeemereerenn. Verrr e, 53
SECTION 10: TECHNICAL SPECIFICATIONS & DRAWINGS ... e, beereannen reeseerirans TR 54
SECTION 11: NON-DISCLOSURE AGREEMENT (NDA)........... Caneveeneeens et e st e e sen st 55
SECTION 12: RFP DECLARATION FORM w....cocrtcrrvssssssesesesesssssssssssseesmessns oo Vevrereenee vrees 56
SECTION 13: CONTRAVENTION OF LAW ............... bt et reeneees NP e e 59
SECTION 14: BID CLARIFICATION REQUEST FORM.....cveuriieererirerrssnnn. B e a e ety breanaiiend B0

ANNEXURES:
Annexure A — SUPPLIER DEVELOPMENT GUIDELINES
Annexure B/B1 ~ RESPONDENT'S RESPONSE TO SUPPLIER DEVELOPMENT QUESTIONS (CURRENT STATUS)

Annexure B2 — RESPONDENT'S RESPONSE TO FURTHER RECOGNITION PLAN (OVER CONTRACT PERIOD AND
WARRANTY PERIOD)

Annexure C ~ TECHNICAL SPECIFICATION

Annexure D - GENERAL BID CONDITIONS ~ GOODS

Annexure E ~ DRAFT SUPPLY CONTRACT AND SUPPORTING DOCUMENTS
Annexure F — NON-DISCLOSURE AGREEMENT (NDA)

Annexure G — RESPONDENT'S RESPONSE TO BILL OF MATERIAL
Annexure H — VENDOR APPLICATION FORM [VAF]

Annexure T - FINANCIAL TOTAL COST OF OWNERSHIP {TCO) MODEL

Respondent’s Signature Date & Company Stamp



%‘@Mf'l

TRANSNET-REF-BUNDLE-08375

Transnet SOC Ltd Request for Proposal No HOAC-HO-7801 Page 4 of 60
yoson1s i
RFP FOR THE SUPPLY OF
95 NEW ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB) BY
MARCH 2014

Section 1: NOTICE TO RESPONDENTS

1 PROPOSAL REQUEST

Proposals are requested from interested persons, companies, close corporations or enterprises (hereinafter
referred 1o as the Respondent/s) to supply the above-mentioned requirement(s) to Transnet S0C Ltd,

On or after the 6 December 2011 the RFP documents may be inspected at, and are obtainabla from the
office of the Secretariat, Room Inyanda No 1, Ground Floor, 21 Wellington Road Parktown, Johannesburg on
payment of an amount of R 20,000.00 (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 30 January 2012,

2 FORMAL BRIEFING

A compulsory pre-proposal briefing session will be conducted at Transnet Freight Rail on the 33 January

2012, at Inyanda House 2 for a period of + 3 hours. (Respondent to provide own transportation and
accommodation),

2.1 A Certificate of Attendance in the form set out in Section ¢ 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 10:00

Respondent’s Signature Date & Company Starmp



i

% 2

R
Ry

TRANSNET-REF-BUNDLE-08376

Transnet SOC Ltd Request for Proposal No HOAC-HO-7801 Page 5 of 60
Version1s

3 PROPOSAL SUBMISSION

Proposals in duplicate plus a €D copy must reach the Secretary, Transnet Acquisition Council before the
closing hour on the date shown below, and must be in a form of a file  which must be inscribed on the

outside:
RFP No; HOAC-HO-7801
Description: The 95 NEW ELECTRIC LOCOMOTIVES FOR
THE GENERAL FREIGHT BUSINESS (GFB) BY
MARCH 2014

Closing date and time: Tuesday, 28 February 2012 at 10:00

Closing address: Refer options in clause 4 below

4 DELIVERY INSTRUCTIONS FOR THIS RFP
4.1  Delivery by hand
42 If delivered by hand, the envelope is to be deposited in the Transnet Freight Rail tender box which is

located at Inyanda No 1, Ground Floor, 21 Wellington Road Paritown, and should be addressed as
follows:

THE CHAIRPERSON
TRANSNET FREIGHT RAIL
ACQUISITION COUNCIL
GROUND FLOOR

TENDER BOX

Inyanda House 1

21 Wellington Road
Parktown

a) The measurements of the "tender slot” are 500mm wide x 100mm high, and Respondents
must please ensure that response 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, and placed in separate envelopes, each such envelope to be inscribed as
required in clause 3 above.

by It should also be noted that the above tender box is located at the street jevel outside the
main entrance in 21 Wellington Road and is accessible to the public 24 hours per day, 7 days a
week,

4.3 Despatch by courier

If despatched by courier, the envelope must be addressed as follows and deliverad to the Office of
The Chairperson, Transnet Freight Rafl Acquisition Council and a signature obtained from that Office.

Respondent's Signature Date & Company Stamp
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[ THE CHAIRPERSON

TRANSNET FREIGHT RAIL,
ACQUISITION COUNCIL

GROUND FLOOR
21 WELLINGTON ROAD
PARKTOWN

4.4  Please note that this RFP closes punctually at 10:00 on Tuesday, 28 February 2012,

4.5  If responses are not delivered as stipulated herein, such responses will not be considered and will be
treated as "UNRESPONSIVE,"

4.6 No email or facsimile responses will be considered, unless ctherwise stated herein,

4.7  The responses to this RFP will be opened as soon as practicable after the expiry of the time
advertised for receiving them.

4.8  Transnet SOC Ltd shall not, at the opening of responses, disclose to any other company any
confidential details pertaining to the Proposals / information received, i.e. pricing, delivery, etc, The
names and location of the Respondents will, however, be divuiged to other Respondents upon
request,

4.9  Envelopes must not contain documents relating to any RFP other than that shown on the envelope,
All envelopes must reflect the return address of the Respondent on the reverse side.

4.10  No slips are to be attached to the response documents. Any additional conditions must be embaodied
in an accompanying letter. Subject only to clause 18 (Alterations made by the Respondent to
Tendered Prices) of the General Bid Conditions, alterations, additions or deletions must not be made
by the Respondent to the actual RFP documents.

5 SUPPLIER DEVELOPMENT INITIATIVES

5.1  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 policles to ensure the achievement of Government’s development objectives for South Africa.

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

Respondent’s Signature Date & Company Stamp
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. enabling transformation that benefits a wider range of social actors in society e.q. 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 SOC Ltd’s mission is to
transform its supplier base by engaging in targeted supplier development (SD) initiatives to support
localisation and industrialisation whilst providing meaningful opportunities for Black? South Africans
with a particular emphasis on:

. Black Youth (16 to 35 year olds)

. Black women

. People with disabilities

. Small businesses

= Rural development and integration

Supplier Development

To facilitate the implementation of Supplier Development {SD) initiatives, Transnet SOC itd has
adapted an existing framework from the Department of pPublic Enterprise {DPE). This framework
allows for a basic set of principles to be applied to appropriately targeted Sp initiatives, Supplier
Development initiatives aim to build local suppfiers who are competitive through building capability
and capadity. Hence the framework has been termed the Increased Competitiveness, Capabitity and
Capacity Supplier Development Classification Matrix (XC3 Matrix). Currently there are four Quadrants
of SD initiatives for consideration according to the IC? Matrix. This RFP has been identified as
strategic (please refer to Appendix A for further information in terms of 1¢3 Matrix).).

Accordingly, Transnet SOC Ltd reqguires afl Respondents to submit a Supplier Developrnent Bid
Document demonstrating their commitment and support for the New Growth Path Policy and how
a1 appointment in terms of this RFP would assist in achieving the NGP objectives,

a) For a detailed understanding of the IC3 Matrix, the respective Sp initiatives and their
objectives, please refer to the “Guidetines for the Completion of a Supplier Development Bid
Document” appended hereto as Annexure A,

h) The following Supplier Development (SD) focus areas have been identified and are included in
the prescribed evaluation criteria, namely:

Industrialisation *

Refers specifically to industrial capability
building that will result in globally feading
capabilities developed with South Africa

Localisation Refers specifically to industrial capability
building that focuses on value-add activities of

! “Black” means South African Blacks, Coloureds and indians, as defined in the BBBEE Act

R —— ————

T e

Respondent’s Signature Date & Company Stamp
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TRANSNET-REF-BUNDLE-08379

the focal industry through manufacturing or
serviced-relate functions
Technology and Intellectual How will you transfer technology, IPR and
Property Rights (IPR) methodology to small businesses
Transfers/Sustainability
New Skills development Skills transfer & skills education which wifl
Gccur as a result of the award of contract
Job Creation/Preservation Number of jobs created or preserved resulting
from the award of contract
— ]
Small Business Promotion Encouragement for growth and the expansion

of emerging local firms, through procurement
and support mechanisms

Rural Development and How will you incorporate the use of rural
Regional Integration labour and regional businesses to contribute
to NGP objectives

* Whereas Industrialisation is not part of a strategic wmmodity we request that the
Respondent includes industrialisation as pait of its Supplier Development Bid Document
submission,

The Supplier Development Bid Document is to be submitted as a separate document,
developed in line with the criteria set out in Annexure B1 appended hereto, The Supplier
Development Bid Document is a detailed narrative document, which has no prescribed format,
explaining the Respondent’s Big value set out in Annexure B, However Respondents are at
liberty to submit additional proposail/ information in support of their SD Bid in addition to
Annexure B1. 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 this would he accomplished, and the
mechanisms whereby you will achieve those objectives,

Annexure Bl must be completed, indicating by Cross-reference the detailed areas which have
been addressed in your SD Bid Daocument for each of the evaluation criteria listed in point (b}
above, together with the Value Indicators therefore. The Respondents are further required to

where there is potential for local component purchase or local Supplier development as part of
their Supplier Development Bid document in the areas of Iocal purchase, fabrication, assémbly
repair and maintenance, Respondents must indicate Yes Y1) or No ("N™) in the appropriate
box indicating whether a potential opportunity exists or not. The Respondent must indicate the
corresponding National Value Add (ZAR) and a detailed description of the localisation potentiat
in the comment box, Respondents are further requested to complete the Locomotive Tier 2
component manufacturing breakdown sections in Annexure G, and indicate the corresponding
Imported and Local content as a percentage of the Jocomotive cost,

—_—— et e e

Respondent’s Signature Date & Company Stamp
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€) Transnet’s expectation is that 3 minimum SD target of 650% (sixty per cent) of the
Respondent’s Bid value js offered as part of the Supplier Development (5D) Bid
Document to be submitted,

f) Respondents are requested to provide an electronic copy ("CD") of the Completed Appendix G
as part of the tender submission.

Notes for completion of SD Bid Document;

10 Respondents are urged to pay carefi] attention to the compifation of the 5D Bid Document
(inciuding Annexure B and G) since this wilf form an essential component of the evaluation of
the Proposal,

(#)  Respondents are required to address each of the aspeds under the detailed S0 Description as
a mimimum for submission. This is ot an exhaustive list however, and Respondents must not
be limited to these choices when compiling each section,

()  Please provide detailed calculations {o lustrate how the Fstimated Rand Values provided in
Annexure B and G have been derived,

{%)  Respondents are required to provide an electronic copy ("C0”) of the completed Annexures 8
and G as part of the SD Bid document Submission.

5.3  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, jter alfa, to the following conditions:

a) The Supplier will be required to submit a Supplier Development Plan within 30 (thirty) days
from the signature date of a Letter of Award after which both parties must reach an
agreement (signed by both parties) within 15 (fifteen) days. Transnet SOC Ltd reserves the
right o reduce or increase the number of days in which the Supplier must submit its SD Plan if
it is deemed reasonable, based on the degree of complexity of the SD initiative, This SD Plan
represents additional detail in relation to the SD Bid Document providing an explicit breakdown
of the nature, extent, timelines and manetary 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 fine with Transnet SOC
Wd’s 8D objectives and that implementation thereof is completed within the term of the
contract.

b) 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 cancelation of such a contract or termination
thereof,

<) The SD Plan may require certain additions or updates to the initial SD Bid Document in order
to ensure that Transnet SOC Ltd is satisfied that development objectives will be met.

S ——— —_— —

Respondent’s Signature Date & Company Stamp
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d)

f)

h)

The Supplier will need to ensure that the relevant mechanisms and procedures are in place to
allow for access to information in order to measure and verify the Supplier's compliance with
its stated SD commitments.

The Supplier will be required to provide:

() monthly status updates to Transnet SOC Ltd for each SD initiative (Detailed requirements
will be provided by Transnet SOC Ldy;

(i) quarterty status reports for Transnet SOC Ltd and the DPE, {Detailed reporting
requirements will be provided by Transnet SOC Ltd): and

(iiy a final Supplier Development report, to be submitted to Transnet soc Ltd prior to the
expiry date of the contract, detailing delivery, imptementation and completion of all sp
compenents plus auditable confirmation of the Rand value contribution associated with
each such SD commitment.

All information provided by the Supplier in order to measure its progress against its stated
targets will be auditable.

Failure to adhere to the milestones and targets defined in an SD Plan may result in the
invocation of financial penalties based on an increasing percentage the SD value for each week
that such failure continues (the details of which are specified in the draft contract appended
hereto as Annexure E), or the termination of the contract. The Supplier will be required to
provide an on-demand performance bond, in form and substance satisfactory to Transnet SOC
Ltd, In respect of the Suppliers potential liability under this paragraph.

54  Supplier Development Documents

Your SD Bid submission {including Annexure 81 and G) is to be submitted as part of this
RFP bid which will represent a binding commitment on the part of the successful Respondent,

Attached herewith the following documentation:
* 5D Guideline Document ~ Annexure A

This document must be used as a guideline to complete the Sp Bid submission
document,

*  SD Proposal Template - Annexure B1

This template must be completed as part of the bid which will represent a binding
commitment on the part of the successful Respondent.

*  Generic BOM ~ Annexure G

The Generic Bill of Materials (BOM} should be completed and must accompany your SD
Proposal,

Failure to submit or submitting incomplete SD bid submissions which include ali the required
documentation as indicated in this Section wilt potentially result in disqualification.

Respondent’s Signature Date & Company Stamp
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55  Socio-economic obligations for foreign Respondents

Foreign Respondents” socio-economic obligations under this procurement programme will fall under
the associated Government initiative, namely, the Competitive Supplier Development Programmae
("CSDP") as developed by the Department of Public Enterprises. CSDp requirements are included in
the SD Bid document to be submitted as detailed above, Such CSDP requirements apply to
procurement events to be concluded with Foreign Respondents where the estimated value of a
subsequent contract shall be equal to or greater than USD 10 million,

Transnet’s CSDP Focus Areas are the following:

* Transnet's CSDP objective is to influence multinational organisations toward initiatives
that lead to the development of local downstream suppliers through large-scale SOE
procurement in order to develop a competitive local supplier base focusing on Ralling
Stock and Rail Infrastructure;

* Leveraging expanded maintenance and manufacturing initiatives;

s Skills development of scarce resources increasing the quality of jobs;

*  Transfer of technaology and innovation to local suppliers from foreign OEM's/companies;
and

¢ Consideration of a CSDP strategy which should include locatisation, sustainability and
skills development as initiatives as a submission by the respondents,

* Foreign Respondents need to ensure that the Transnet focus areas are included into the
S0 Bid Document to be submitted as detailed above,

6 BROAD-BASED BLACK ECONOMIC EMPOWERMENT (B-BBEE)

Transnet SOC Ltd 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 SOC Ltd 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 tender respenses. Transnet SOC Ltd will accordingly
allow a “preference” in accordance with the 10%/20% (ten percent/20% percent) preference system, to
Companies who provide a B-BBEE Accreditation Certificate. All procurement and disposal transactions will be
evaluated accordingiy.

Consequently, when Transnet 50C Ltd invites prospective suppliers to submit tenders for its various capital
expenditure programmes, it urges Respondents (lLarge 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 Accreditation 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.

Respondent’s Signature Date & Company Stamp
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A Verification Certificate issued must reflect the weighted points attained by the measured entity for each
element of the scorecard as welf as the overall B-BBEE rating.

6.2 B-BBEE Rating

Enterprises will be 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 milfion);
*  Rating based on any four of the elements of the B-BBEE scorecard

<) Exempted Micro Enterprises — EME (i.e. annual turnover less than RS million):
*  EME’s are exempted from B-BBEE accreditation

*  Automatic rating of Level 4 B-BREE irespective of race or ownership, i.e. 100% B-BBEE
recognition

* Black ownership greater than 50% or Black Women ownership greater than 509
automatically qualify as Level 3 B-BBEE, i.e. 110% B-BBEE recognition

* EME’s should only provide documentary praof of annual turnover (i.e. audited financials)
plus proof of Black ownership if Black ownership is greater than 50% or Black Women
ownership is greater than 50%

Respondents will be required to furnish proof of the above to Transnet SOC Ltd, (i.e. a detailed
scorecard as stipulated above in respect of Large Enterprises and QSE's, or proof of turnover in
respect of EME's). ALB. Failure to do so will result in a score of zerp being allocated for B-BBEE,

a) Turnover; Kindly indicate your company’s  annual turnover for the past year
R

b) If annual turnover is Jess than RSm, please attach audited financials

c) If annual turnover is greater than RSm please attach an accreditation certificate issued by an
Accreditation Agency, together with all the relevant score sheets pertaining thereto

6.3  Joint Ventures and Subcontractors

In addition to the above, Respondents who wish to enter into a Joint Venture or subcontract portions
of the contract to B-BREF companies must state in their RFP%, the percentage of the total contract
value that will be allocated to such B-BBEE companies, should they be successful in being awarded
any business. A rating certificate in respect of such B-BBEE JV-partners and / or subcontractor(s), as
well as a breakdown of the distribution of the aforementioned percentage must also be furnished with

the RFP response to enable Transnet SOC Lid to evaluate / adjudicate alf RFp’s received on a fair
basis.

Incorporated Joint Ventures must provide a B-BBEE certificate for the legal entity. Unincorporated
Joint Ventures must submit a consolidated B-BBEE certificate.

= —— —_——a
Respondent’s Signature Date & Company Stamp
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6.4  B-BBEE Registration

In addition to the accreditation certificate, Transnet SOC Ltd recommends that Respondents register
their B-BBEE compliance and Supporting documentation on the Department of Trade and Industry’s
(DTT) National B-BBEE IT Portal and Opportunities Network and provide Transnet SOC Ltd with proof
of registration in the form of an official B-BBEE Profile issued by the OT1.

Transnet SOC Ltd would wish to use the DTI B-BBEE IT Portal as a data source for tracking B-BBEE
compliance. For instructions for registration and obtaining a DTI B-BBEE Profile go to

hitp:/fbee thedti.gov.za
6.5 Further Recognition Criteria (FRC)

Whereas Respondents will be allocated points in terms of the 10/20% preference system for its B-
BBEE rating, in addition to such scoring further points will be allowed to respondents based on the
following “Further Recognition Indicators” on an ascending scale calculated on the extent to which the
respondent meet or exceeds the transformation targets as indicated below.

Respondents are to insert their Further Recognition Criteris scores (percentages) to which they
commit themselves on improving their score during the duration of the contract in the table below:

Further Recognition Criteria (FRC) Additional Information — {Forward Looking)

| Compliance
o

A, Ownership :

1. The percentage of the business | Provide a commitmert based on the extent to | Score will be
owned by Black® persons. which ownership in the hands of Black persons as allocated for

a percentage of tolal ownership of the any score

Organisation will be increased over the Contract >50% to

period. 100%, on a

sliding scale
2. The percentage of your business | Provide a commitment based on the extent to | Score will be
owned by Black women. which ownership in the hands of Black women as | allocated for

a percentage of total ownership of the any score

organisation will be increased over the contract >30% to

period, 100%, on a

sliding scale

Managemant Control Indcator |

B. Board Participation :

Provide a commitment based on the extent to 1

1. The percentage of Black Board Score will be
members in relation to the total which the number of black Board members as 5 | allocated for
number of Board members, percentage of the total Board will increase over | N SCore

2 "Black” means South Afiican Blacks , Coloureds and indians, as defined in the BEBEE Act

Respondent’s Signature
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supervisory role with regards to the day to day

management of the organisation, over the contract

>50% to
100%, on a
sliding scale

C. Management:

2, The percentage of Biack Senior Top { Provide the percentage of Blacks that will be ! Score will be

[ Management involved in day to day | appointed by the Board and will be operationally | allocated for
management of the organisation, in | involved in the day to day Top management of any score
reiation to the total Top Management | the business, with individual responsibility for >40% to
cadre, overall and/or financial management of the 100%, on a

business and actively involved in the development sliding scale
and implementation of overall strategy, over the
contract period,

3. The percentage of Black Middle Provide the percentage of Blacks that wil be | Score will ba
Management involved in day to day | appointed by the organisation in the middle | allocated for
management of the organisation, in management cadre and will be operationally any score
relation  to the total Middle involved in the day to day management of the >63% to
Management cadre. business, with individual responsibility for a | 100%, ona

particular area within the business and aclively |  shiding scale .
involved in the day to day management of the
organisation, over the contract period.

[ 4. The percentage of Black Junior Provide the percentage of Blacks that will be | Score will be
Management invalved in day to day | appointed by the organisation in the junlor | allocated for
managernent of the organisation, in management cadre and will be operationally any score
relation  to  the total Jumior | involved in the day to day running of the business, >68% to
Management cadre. with individual responsibility for a particular area 100%, on s

within the business and actively involved in a sliding scale

¢

| Employment Equity Indicator

e

D. Employment Equity :

Provide a commitment based on the extent to

1. The percentage of Black disabled Score will be
employees in relation to the total | which the percentage of Black disabled employees |  aliocated for
number of employees in the | in retation to the total of all employees in the any score
organisation, organisation wil increase over the contract period. | >2% to 10%,

4 on 3 sliding

2, The percentage of Black employees | Provide a commitment based on the extent to | Score will be
as a percentage of the total | which the number of Black employees will increase allocated for
workforce ie. of afl employees In | as a percentage of the organisation’s total any score
the orgarisation, workforce, over the contract period. >65% to

' 160%, on a
— : : : sliding scale |

3. The percentage of Black women Provide a commitment based on the increase in | Score will be
employees as a percentage of the the number of Black women employees as a | allocated for
total workforce. percentage of the organisation’s total workforce, any score

over the contract period. >40% to
100%, on a

. Siding scale

Preferential Procurement :

1. B-BBEE procurement spend from all | Provide a commitment based on the extent to | Score will be
suppliers based on the B-BBEE which B-BBEE spend will increase over the | allocated for
procurement recognition level as a contract period. any score

L ... percentage of total measured = >50% to

Respondent’s Signature
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procurement spend m ’ - 100%, on a
. = . N sliding scale
Z.  B-BBEE procurement spend from Provide a commitment based on the extent to @ Score will be
QSEs or from EMEs based on the which B-BBEE spend from QSEs and EMEs will | allocated for
; applicable B-BBEE procurement increase over the contract period, any score
' recognition levels as a percentage of >10% to
total measured procurement spend. 100%, on a
. : e | Sliding scale

3. 8-BBEE procurement spend from any | Provide a commitment based on the extent to | Score will be
of the following suppliers as a which spend from suppliers who are more than | allocated for
percentage of total measured { 50% Black owned or 30% Black women owned any score
procurement spend: | will increase over the contract period. >15% to
*  Suppliers who are more than 100%, on 8

50% Black-owned sliding scate
¢ Suppliers who are more than
30% Black women-owned »
. Enterp se Development | | iy et T R SRR
L R e T equired Response Compliance
-« Indicator © . en RS e Target b

F. Enterprise Development : -

1. The organisation's annual spend on | Provide a commitment based on the increase in Score will be
Enterprise  Development as a your organisation’s annual spend on Enterprise |  allocated for
percentage of Net Profit after Tax | Development initiatives as a percentage of its Net any score
(NPAT). Profit after Tax over the contract period. >3% of NPAT,

on a sliding
o Scale

The Respondents are required to submit a Further Recognition Criteria (FRC) Document as a separate

document, developed in line with the criteria set out in the table above and Annexure B2 hereto. The Further

Recognition Criteria Document is a detailed narrative document explaining the Respondent’s Further
Recognition Criteria Score set out in the table above and in Annexure B2 hereto indicating the commitment

on improving their score during the contact duration (period in years of this contract in.
period). All 6 (six) Indicators must be addressed separately in the

indicated by the table above and in Annexure B1.

There is no prescribed format for the Further Recognition Criteria document,
Criteria Document will represent a binding commitment on the part of the sy
Further Recognition Criteria Document should outline the type of activities (includi

embark upon

achieve, when, and the mechanisms whereby you will achieve those objectives.

Annexure B2 must be completed, indicating by cross-

cluding the warranty

Further Recognition Criteria Document as

This Further Recognition
ccessful Respondent. The
ng timelines) you intend to

should you be awarded the contract on improving their score during the duration of the
contract. This Further Recognition Criteria Document should also provide an overview

of what you intend to

reference the detailed areas which have been

addressed in your Further Recognition Criteria Document for each of the 6 (six) indicators listed.

Respondent’s Signature
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Failure to adhere to the milestones and targets defined in an Further Recognition Development document
may result in the invocation of financial penalties based on an increasing percentage of the SD value, for
each week such failure continues (the details of which are specified in the draft contract appended hereto as
Annexure E), or the termination of the contract, The Supplier will be required to provide an on-demand
performance bond, in form and substance satisfactory to Transnet SOC Ltd, in respect of the Suppliers
potential liability under this paragraph..

COMMUNICATION

7.1  Respondents are warned that a Proposal will be liable to disqualification should any attempt be made
by a Respondent either directly or indirectly to canvass any officer or employee of Transnet SOC itd
in respect of this RFP between the closing date and the date of the award of the business.

7.2 For specific queries relating to this RFP, a Bid Clarification Request Form should be submitted two
weeks before the tender closing date (Tuesday, 28 February 2012), substantially in the form set out
in Section 14 hereto,

7.3 After the closing date of the RFP, 2 Respondent may communicate with the Secretary of the Transnet

Freight Rail Acquisition Council, at telephone number 011 584 9486 or facsimile number 011-774-
9760 on any matter relating to its RFP Proposal.

RFP SCHEDULE

Respondents will be contacted as soon as practicable with a status update. At this time short-listed
Respondents may be asked to meet with Transnet Freight Rail representatives at a location to be agreed, for
negotiation purposes.

INSTRUCTIONS FOR COMPLETING THE RFP

9.1  Sign one set of documents (sign, stamp and date the bottom of each page). This set will serve as the
legal and binding copy. A duplicate set of documents is required. This second set can be a copy of the
original signed Proposal,

9.2 Both sets of documents to be submitted to the address specified in clause 4 above,

9.3 ACD copy of the RFP Proposal must be submitted, Please provide in MS Word / Excel format, not PDF
versions, noting that the signed original set will be legally binding

94 Al Returnable Documents listed in the Proposal Form (Section 4) must be returned with your Proposal
- Separate sections for Technical, B-BBEE, SD/CSDP and Finance (Price) must be submitted as
indicated herein,

COMPLIANCE

The successful Respondent (hereinafter referred to as the Supplier) shall be in full and complete compliance
with any and all applicable National, Provincial and local laws and regulations.

- e e

Respondent’s Signature Date & Company Stamp
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111 All retumable documents as indicated in the Proposal Form (Section 4) must be returned with the
response.

11.2  Respondents are to note that Proposals in which firm prices are quoted for the duration of any
resulting contract may receive precedence over prices which are subject to adjustment.

11.3  Changes by the Respondent to its submission will not be considered after the closing date.

11.4 The person or persons signing the Proposal must be legally authorised by the Respondent to. do so
(Refer Section 5 - Signing Power, Resolution of the Board of Directars). A list of those person(s)
authorised to negotiate on behalf of the Respandent (if not the authorised signatories) must also be
submitted along with the Proposal together with their contact details.

11.5 Transnet SOC Ltd reserves the right to undertake post-tender negotiations with selected Respondents
or any number of short-listed Respondents and may wish to visit the Respondent's place of
manufacture (works) during this process,

11.6  Unless otherwise expressly stated, all Praposals furnished pursuant to this Request shall be deemed
to be offers. Any exceptions to this statement must be clearly and specifically indicated. Transnet S0C
Ltd 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 SOC Ltd is not committed to any course of action as a result
of its issuance of this RFP andor its receipt of a Proposal in response to it. In particular, please note that
Transnet SOC Ltd reserves the right to:

12.1
12.2

12.3
124
12.5
12,6
12.7
12.8
129
12.10

modify the RFP’s Goods and request Respondents to re-bid on any changes;

reject any Proposal which does not conform to instructions and specifications which are detailed
herein;

disqualify Proposals submitted after the stated submission deadline;

not necessarily accept the lowest priced Proposal;

reject all Proposals, if it so decides;

award a contract in connection with this Proposal at any time after the RFP’s closing date;
award only a portion of the proposed Goods which are reflected in the scope of this RFP;
split the award of the contract between more than one Supplier;

miake no award of a contract; or

withdraw this RFP at any point.

Respondent’s Signature Date & Company Stamp



w

TRANSNET-REF-BUNDLE-08389

Transnet SOC Lid Request for Proposal No HOAC-HO-7801 Page 18 of 60

Version 15

13

14

In addition, Transnet SOC Ltd reserves the right to exclude any Respondent from the bidding process who
has been found guilty by a court of Law, Tribunal or other administrative body of a serious breach of Law
during the preceding 5 years. Such breaches include but are not limited to breaches of the Companies Act 89
of 1998.  Respondents are required to indicate in Section 13 whether the bidding entity or any of its
directors or members were found guilty of & serious breach of law during the past 5 years. Such breaches
exclude relatively minor offences and/ or misdemeanours such as traffic offences etc.

This RFP contains a limited selection of key, indicative commercial, technical and legal terms on which
Transnet SOC Ltd proposes to purchase the locomotives contemplated in this RFP. The decision by Transnet
SOC Ltd to award the tender to a bidder through its internal processes and governance structures and any
commitment from Transnet SOC Ltd is, in each case, subject to and wili only be completed upon the signing
of 3 set of mutually satisfactory procurement agreements between the parties (substantially in the form of
the draft supply contract and supporting documents included in Section 8 of this RFP). In the absence of
such signed agreements, Transnet SOC Ltd will not be bound by an interim step in the process (including but
not limited to a decision by its Acquisition Council to appoint a bidder as the preferred bidder or to award
such tender to a specific bidder, as the case may be).

Please note that Transnet SOC Ltd 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.

PUBLIC FINANCE MANAGEMENT ACT (PFMA)
13.1 This RFP is subject to Section 54 (2) PFMA approval being obtained by Transnet SOC Ltd.

LEGAL REVIEW
Any Proposal submitted by a Respondent is subject to review by Transnet SOC Ltd’s Legal Counsel,

Respondents to complete this section:

NAME OF RESPONDENT .........ovveimieiracecnaenieiesss s verisensse s sssssssssses s s oo

Respondent’s Signature Date & Company Stamp
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Respondent's contact person
L e O
DESIGRBLION....ovvsscernivie st srereiorassers s esres s st oo oo oes e
L= L ST
Cel Phone....ooeve e
FRESHTIHE. oo
117 OO

Transnet SOC Ltd urges its clients, suppliers and the general public
to report any fraud or corruption on the part of Transnet SOC Ltd employees to
TIP-OFFS ANONYMOUS : 0800 003 056

Respondent’s Signature Date & Company Stamp
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RFP FOR THE SUPPLY OF
95 NEW ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB) BY MARCH 2014

Section 2: BACKGROUND, OVERVIEW AND SCOPE OF REQUIREMENTS

i5 BACKGROUND

The South African railway network is operated by Transnet Freight Rail (TFR) which is an Operating Division of
Transnet, a State Owned Company {SOC).

tstimates show that TFR has a shortage of both Heavy Hau! as well as GFB type electric locomotives. In addition to
this shortage, TFR intends to increase traffic through the main corridors within the next 5 (five) years.

- Mt} TFR wishes to significantly modernise and upgrade its curvent fleet of electric locamotives. These locomotives, many
of which have seen nearly 30 years of service, cannot guarantee the degr_ee of refiability and availabllity needed to

provide the level of customer service TFR is aspiring to deliver. Much of this fleet js 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 looks to
continue into the medium and longer term.

As a result of the above, TFR has a requirement to procure new locomotives In the short, medium and long term.

16 LOCOMOTIVE FLEET STRATEGY

The aim of this RFP Is to elicit bids from locomotive suppliers for the proposal to supply electric locomotives (the
Locomotives) in such a way so as to contribute sufficient tractive effort to support TER's growing General Freight
traffic projections in the most cost effective manner.

/Q In the Jonger term it is Transnet SOC Lid's intention to engage in a programmatic locornotive acquisition program.

u

17  EXECUTIVE OVERVIEW

Transnet SOC Lid is seeidng a partner(s) to provide solutions for its division, It also seeks to improve its current
processes for providing these Gaods to its end user community throughout its locations,

The selected Supplier(s) will share in the mission and business objectives of Transnet SOC Ltd. These mutual goals
will be met by meeting contract requirements and new challenges in an environment of teamwork, Jolnt participation,
flexibility, innovation and open communications. In this spirit of partnership, Transnet S0C Ltd and its Supplier(s)

Respondent’s Signature Date & Company Stamp
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will study the current ways they do business to enhance current practices and support processes and systems. Such
a partnership will altow Transnet SOC Ltd to reach higher levels of quality, service and profitability,

Specifically, Transnet SOC Ltd seeks to benefit from this partnership in the following ways:

i7.1  Transnet SOC Ltd must receive reduced cost of acquisition and improved service benefits resulting from the
Supplier’s economies of scale and streamiined service procésses.

17.2 Transnet SOC Ltd must achieve appropriate availability that meets user needs while reducing costs for both
Transnet SOC Ltd and the chosen Supplier(s).

17.3 Transnet SOC Ltd must receive proactive improvements from the Supplier with respect to supply of Goods and
related processes,

17.4 Transnet SOC Ltd's overall competitive advantage must be strengthened by the chosen Supplier's leading edge
technology and service delivery systems,

17.5 Transnet SOC Ltd end users must be able to rely an the chosen Supplier's personnel for service enquiries,
recommendations and substitutions.

17.6 Transnet SOC Ltd must reduce costs by streamlining its acquisition of goods, including managed service
processes on a Group basis,

17.7 Transnet SOC Lid's overall Supplier Development (CSDP, ED) & BBBEE objectives must be achieved through
innovative procurement strategies

17.8 Transnet SOC Ltd's objective is for respondents to enhance transformation through the Further Recognition
Criteria

SCOPE OF REQUIREMENTS

This RFP Is issued for the acquisition of 95, Electric Locomotives, to be delivered and fully operational according to the
specification by March 2014, We are therefore requesting potential suppliers to provide us with their best solution to
meet this aggressive delivery schedule. Detailed specifications are attached as per Annexure C.

Respondents are required to indicate their preferred major SD subcontractor responsible for assemble of Locomotive
manufacturing of bogies, under frame and cabs. However, should respondents choose to use Transnet Rail Engineering
(TRE) as a subcontractor a specimen contractor agreement is available on request,

In alignment with the requirements of the NGP to reduce the carbon intensity of the economy, respondents are
required to provide a plan around how Transnet SOC Ltd can contribute to reducing the effects of climate change
through these locomotives, This plan should include improvement items such as, but not limited to, increased energy
efficiency of the locomotives, increased power regeneration abifities, the manner in which the respondent will
develop the local supplier industry for green technologies and manners in which the power grid can be optimised etc.

Respondent’s Signature Date & Company Stamp
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Transnet Freight Rail (TFR) develops and uses simulators at its School of Rail and at other geographical locations in South
Africa. These simulators are 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 extermnal 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 simutators by providing the necessary documentary information relating to
the focomotive 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 supglied, and any other assistance that may be required to
develop the simulator, This shall be at no extra charge to TFR, except for where travelling and subsistence are required,

™~ TFR shall bear the costs of these in terms of its prevailing policies and rates aliowed 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 simutator

18.1 GUIDING PRINCIPLES

The Respondents are to take the following guiding principles in consideration when compiling thelr responses:

18.1.1 The responses must be strictly in accordance with the technical specification.

181.2 Maximum standardisation is required of all sub-systems irrespective of the type of proposed locomotives. By
implication, a commen source of supply is preferred but shall be evaluated on a cost to TFR basis,

18.1.3  Along term (life of the fleet) localised service commitment from the successful Respondent is required for -

} a. a guaranteed spares suppiy;
Continuous technological upgrades to constantly reduce costs and increase efficiencies, The design
philasophy must thus cater for future technological changes;

c. The development of and continuous amendments to the maintenance plans to guarantee the
performance requirements and thereby reduce costs; and
d. Continuous specialized training as required by Transnet SOC Ltd

Respondent's Signature Date & Company Stamp
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18.2 SPECIFICATIONS

Annexure C attached herewith outfines TFR's desired outcomes required from the locomoatives and standardised
technical requirernents. These specifications and the additional worksheets are designed to assist the Respondents in
choosing the best overall solution that will meet TFR’s needs.

However, TFR recognises that Respondents may feel able to detiver a better overall solution that meets TFR's objectives
without meeting ali of the essential requirements. Failure to meet an essential requirement therefore may not lead to a
response being deemed non-compliant and being rejected, provided that a satisfactory alternative is provided.
Respondents should note that a failure to meet an essential requirement, without providing a satisfactory alternative,
may attract a negative score in the evaluation process. Conversely, exceeding an essential requirement may have a
positive score during evatuation.

Y} 18.3 INSTRUCTIONS TO COMPLETE SPECIFICATION (ANNEXURE C)

« Do not add extra columns rows in the spreadsheet,

« Do not change the clause wording.

» If fully compliant please use the words "Full Compliance” exactly, under the compliance leve} column,

« If partially compliant please use the words "Partial Compliance” exactly, under the compliance level column,
» If not compliant please use the words "Non Compliance” exactly, 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 on the spreadsheet, please provide the details and
potential benefits to TFR of the feature.

13  GENERAL INFORMATION

19.1 The Supplier(s) shall be fully responsible to Transnet SOC Ltd for the acts and omissions of persons directly or
indirectly employed by them,

A

19.2 The Supplier(s) must provide the information requested and comply with the requirements stated in this RFP,

20 MANUFACTURERS

The Respondents must state hereunder the actual manufacturer(s) of the cormponents used to build the required
locomnotives:

20.1 LOCAL MANUFACTURER(S):
ITEM NO. NAME ADDRESS (IN FULL)

Respondent’s Signature Date & Company Stamp
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20.2 FOREIGN MANUFACTURER(S):

ITEM NO.

NAME

Page 24 of 60

ADDRESS (IN

FULL)

A separate schedule should be submitted should the space above be inadequate.

21 SUPPLIER

The Respondents must state the actual name(s) and address/addresses of the suppliers of the Goods for inspection

purposes only:

21.1  LOCAL MANUFACTURER(S):

21.2  FOREIGN MANUFACTURER(S):

22  IMPORTED CONTENT

__ITEMNO. NAME | ADDRESS(INFULL) = |
 FU—— S s
mEMNO, | NAME . ADDRESS (INFULL) -

The Respondents must state hereunder the value and percentage of the imported content of afl the locomotive
components (as per the Imported and Local content definitions in Annexure A, Glossary of Words) as well as the

country of origin in respect of each item tendered for;

 FTEM NO / DESCRIPTION.

VALUE

3
El

Respondent’s Signature
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24

Note: Where mare than one country is applicable to one item, the Respondents must furnish this information
separately.

EXCHANGE AND REMITTANCE

The attention of the Respondents is directed to clause 7 (Exchange and Remittanice) of the General Tender
Conditions Form CSS55. The Respondent is also to note that the particulars of the exchange ratefs on which the

Respondent has based its tendered price(s) in respect of the imported portion, is/are to be stipulated hereunder, to
enable Transnet SOC Ltd to calculate an overall Rand price

23.1  ZAR 1.00 (South African currency) being equal to (foreign currency)
3.2 % in relation to tendered price(s) to be remitted overseas by Transnet SOC Ltd
23.3 (Name of country to which payment is to be made)

23.4 Beneficiary details:

23.5 Name (Account holder)
Bank (Name and branch code)
Swift code

Country

23.6 (Applicable base date of Exchange Rate used)

Respondents should note that Transnet SOC Ltd’s preferred form of remittance would be in Rands.

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 SOC Ltd, under the terms and conditions of a contract
between the parties, comply fully with the specifications as set forth in Section 10 (Specifications and Drawings) 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 iniﬁaily 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 andfor its subcontractor shall grant Transnet SOC Ltd access,
during the term of the contract, to review any safety-related activities, including the coordination of such activities
across all parts of the organisatian.

Accepted:

YES NO

Respondent’s Signature Date & Company Stamp
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25

26

SERVICE LEVELS

251

25.2
25.3

254

255
256

The Respondent will make available experienced national account representative/s and technical representatives
to work with Transnet SOC Ltd's sourcing/procurement and technical departments (no sales representatives are
needed for individual department/locations). Additionally, there shall be a minimal number of people,
fully informed and accountable for this agreement.

Transnet SOC Ltd will have quarterly reviews with the Supplier’s account representative on an ongoing basis,

Transnet S0C Ltd expects a minimum availability of 95% and a maximum of 15 faults per million kilometres for
the fleet

Transnpet SOC Ltd reserves the right to request that any member of the Supplier's team involved on the
Transnet SOC Ltd account be replaced if deemed not to be adding value for Transnet SOC Ltd.

Supplier must provide a toll-free number or alternative number for customer service calls,

Failure of the Supplier to comply with stated service level requirements will give Transnet SOC Ltd the right to
cancel the contract in whole, without penalty, giving 30 (thirty) days’ notice to the Supplier,

Acceptance of Service Levels:

YES NO

CONTINUOUS IMPROVEMENT INITIATIVES

26.1

26.2

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 SOC Ltd in its continuous improvement
initiatives to reduce the overall cost of transportation services and related logistics provided by Transnet SOC
Ltd’s operating divisions  within South Africa, to the ultimate benefit of all end-users.

Accepted:

If “yes”, please specify details in 27.2 below.

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

proposad potential savings percentages should be included. Additional information can be appended to the
Respondent’s Proposal if there is insufficient space available.

e e e DT T R Y R T OU U SO OUY

Respondent’s Signature Date & Company Stamp
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27 RISK

Respondents must elaborate on the control measures putin place by their company,

which would mitigate the risk to
Transnet SOC Lid pertzining to potential non-performance by a Supplier, in refation to -

27.1  Quality and specification of Goods delivered:
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7.2 Continuity of supphy:
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27.3  Compliante with the Occupational Health and Safety Act, B5 of 1993;
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47.4  Complianve with the National Rallway Safety Regulator Act, 16 of 2002 {refer ciause 35 ahove):

Serraeerdy

Respondent’s Signature Date & Company Stamp
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28  REFERENCES

Please indicate below the company names and contact details of existing customers whom Transnet 50C Ltd may
contact to seek third party evaluations of your current service levels:

Mg, i

* Name of Company  Contact Person Telephone Numb;r

29 EVALUATION CRITERIA
Transnet SOC Ltd will utitise the following criteria in selecting a preferred Supplier, if so required:
29.1 STAGE ONE
a) B-BBEE Rating [Refer Section 1, clause 67
»  Evaluated according the B-BBEE Accreditation scorecard

b) Supplier Development Bid Document and SD Commitment [Refer Section 1, clause 5 pius
Anniexures A & B1/B2]

+  Industriakisation

«  Localisation

*  Sustainability/ Technology and IPR transfers
s New skills development

»  Job creation and/or preservation

*  Small business promotion

*  Rural development and regional integration

*  Green economy and carbon reduction initiatives

Respondent’s Signature Date & Company Stamp



TRANSNET-REF-BUNDLE-08400

Transnet SOC Ltd Request for Proposal No HOAC-HO-7801 Page 29 of 60

Version 15

»  Further Recognition fRefer Section 1, sub-clause 6.47

Ownership
Management control
Employment equity
Enterprise Development

Preferential Procurernent

e  Other SD Initiatives/ Interventions

£ Green economy / carbon footprint: Whereas Transnet SOC Ltd cannot prescribe a Respondent’s
commitment to environmental issues; Transnet SOC Ltd would wish to have an understanding of your
company’s position in this regard.

An overall thinimuﬁr threshold of 60% for ktage one evaluation criteria must be met or exceeded
for a Respondent’s proposal to progress to Stage Two (Technical Capabilities)

29.2 STAGE TWO

d) Technica! Capabilities [Annexure C}

*  Technical specification - The extent to which the locomotives offered meet or exceed the specified
technical requirements

*  Fleet Availability - refer to Annexure C for definition

¢  Mission Reliability - Expressed in terms of failures per mitlion km where a faifure would result in the
Locomoative not completing its mission.

*  Maintainability - Refer to maintainability requirements in Annexure C

»  Control measures to mitigate Transnet SOC Ltd's risk exposure {Refer Section 2, clause 28 abovej

An overall minimum threshold of 80% for Stage Two (Technical Capabilities) evalyation criteria
must be met or exceeded for & Respondent’s proposal to progress to Stage Three (Price)} .

25.3 STAGE THREE

a) Financial [Refer Section 3]

s  Commerclal offer, as indicated in Section 3

- Price per locomotive (excluding VAT) excluding any hedging costs and separate
price per locomotive including hedging costs

Respondent’s Signature

Date & Company Stamp
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- Total Cost of Ownership {Lifecycle Cost) - Refer to requirements in Annexure 1

- Direct and indirect costs in acquiring, operating, maintaining and spares
fnventory, including the cost of software required for train driver training
simulators,

-~ Lifecycie cost must be based on fitment of new componentry. A detailed list and
cost of components fitted at midlife interventions must be supplied,

+  Company’s financial stability

+  Proposed delivery schedule. The delivery time in weeks/ months for the first order of locomotives
from the time of the official order placement until the last locomotive has arrived at the depot
specified to commence commissioning, (not to exceed March 2014)

s Proposed payment terms

*  Proposed Warranties & Guarantees. Expressed in number of months from hand over and includes
time to repair defects under warranty

¢ Contractual compliance (refer draft supply contract appended as Annexure E)

3} B-BBEE Rating [Refer Section 1, clause 6] and Future Recognition Indicators [Refer Section 1,
sub-clause 6.4 and Annexure 82]

<3 Supplier Development Bid Document and SD Commitment {Refer Section 1, clause 5 plus
Annexures A & B1}

30 TECHNICAL DISQUALIFYING/UNRESPONSIVE “CRITERIA”

¢ An overall minimum threshold of 60% for Stage One (Supplier Development and
BBBEE) evaluation criteria must be met or exceeded for a Respondent’s proposal to
progress to Stage Three

* An overall minimum threshold of 80% for Stage Two (Technical capabilities)
evaluation criteria must be met or exceeded for a Respondent’s proposal to progress
to Stage Three

* Non compliance to technical information requirements will be considered as a
disqualifying response.

*  100% technical compliance is required for all mandatory items
* A 100% response is required for all technical essentials and desirables

s Respondents who's proposal do not meet required delivery date will be deemed to be
unresponsive

Respondent’s Signature Date & Company Stamp
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31

RFP FOR THE SUPPLY OF

95 NEW ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB) BY MARCH 2014

3141

312

31.3

314

Section 3: FINANCIAL OFFER & OTHER PERTINENT INFORMATION

FINANCIAL OFFER

Locomotives must be on a delivered price basis in accordance with INCOTERMS 2010 DDP as per the draft Supply
Agreement. RFP’s for supply on any other basis of delivery are liable to disqualification. The delivery  schedule
provided by the Respondent must be incusive of all non-working days or holidays, and of periods occupied in
comwmissioning and formal acceptance of the locomotives,

Transnet SOC Ltd is anticipating @ milestone structure of:  10%: prepayment upon receipt of a confirmed delivery
schedule and remaining payment per acceptance subject to retention. The Respondent will be required to secure an
Advanced Payment Guarantee and Parent Company Guarantee. 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
SOC Ltd.

Transnet SOC Lid will require that the successful Respondent (the “Supplier”) posts an “on-demand” Performance
Bond(s) {on temms satisfactory to Transnet SOC Ltd and for such amount as Transnet SOC Ltd may agree) covering (1}
the obligations of the Supplier in relation to the agreed "in-service" availability and reliability targets of the locormotives
and (ii) the Supplier's obligations in refation to its Supplier Development commitments (as provided in its SD Pian) and
its B-BBEE commsitments (as provided in its Further Recognition Criteria Document). Transnet SOC Ltd may require the
Supplier to provide one or more Performance Bonds in respect of the above commitments.

Transnet SOC Ltd requires that the Respondent provide an outline of performance guarantees (e.g., penalties) for the
following
Events:

(i)  Pre-production delays

(i)  Post-production / shipment delays
(i)  Performance (Reliability / Availability)
(iv)  Defect Liability

(v)  Avallability of Spares

(v}  Breach and Termination(100%ctover)

Respondent’s Signature Date & Company Stamp
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31.3 The Respondent should note that where the whole or 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 and any
variation in the amount to be so paid, which may arise as a result of fluctuations in the rate of exchange involved, may
be for the account of the Respondent. Transnet SOC Ltd 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.

(#)  The method for determining each projected exchange rate. 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), and provide clear assumptions / calculations
showing how the rate used has been derived.

(i)  The same method used in the submission will be applied in determining exchange rates at Financial Close
for each financing.

{iv)  Respondents must separately disclose the cost of any hedges included in the price offered

Respondents should note that Transnet SOC Ltd’s preferred form of remittance would be in Rands.

314 Transnet SOC Ltd can if necessary establish with an export credit agency (ECA) an umbrella loan facility. The

31.5

31.6

317

Respondent acknowledges the right of TFR to use ECA supported funding for this project. ECA funding will need to be
executed in a manner acceptable to TFR. If, for whatsoever reason, ECA support is not in place in a timeous manner,
TFR reserves the right to make payments from other sources on the full understanding that any payments made by TFR
will still be reimbursed from the Export Credit facility at a later point in time. Should the ECA require the Respondent to
assist TFR in executing the funding application, the Respondent agrees to do so,

Transnet SOC Ltd reserves the right to use any other source of funding available in the market.

Alternately, in developing an optimal vatue 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.

The costs of acquiring the software required for train driver training simulators must be quoted for separately or as a
value add,

Respondent’s Signature Date & Company Stamp
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32 General

Transnet Freight Rail (TFR) a division of Transnet SOC Ltd must procure locomotives to meet its obligations with regards
to increased demand for rail traffic services from its clients,

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 and C below. Should any information not be provided, # could lead to the Respondent’s disqualification in
the final analysis.

32.1 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
+  Retum with the bid documents

32.2  Financing and Level of Commitment
Respondents should be aware that due to the administrative and cost burden of advance payment guarantees
(APGSs), TFR would prefer a payment schedule that only requires an advance payment of 10% of the total contract
price. Thus Respendents should provide for receipt of payment only on acceptance, with concomitarit retentions in
favour of TFR, including performance bonds and warranty provisions,

Should any 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 & rigorous completion of the information in
the tables below as would be done for the parent companies.

Y
i

32.3 Procurement price risk
As outlined In the bid background document, Respondents will be required to price in line with the following options:
«  Fixed pricing
e  Escalation based pricing.
» Indexation formulas used in pricing calculations
Note that TFR prefers a fixed price contract

Respondent’s Signature Date & Company Stamp
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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.

SECTION 3 -A: General

General Informatio

Contractors Name T
. Reglstratlon Number
| - Physrcal Address - ‘ T
Postal Address o T .
[ 1.5 Telephone Number(s) I -_:— ]
16 Telefax Number
1.7 | E-mak! Address
1.8 - Web Page R I
1.9 Years in Business
_“0- ; Shareho!ders Details
Company Structure(e.g. Holdmg Co wnth subsudlanes * ]
111 etc)
1 12 Organogram T
13 | CV's of Key Staff T 1
1.14 ; Business & Marketi‘r;gé‘t};iegy ' 1 -
& t} 2 Facilities/ Equnpment/Software-mdlcate Owned or Leased°
- Moff'ces SRR .
22 Premises )
A— 23 : —
24 o Compﬁter Equipment
25 S Standard Softwaré.
| 3.6’ ) “ Customised Software o R ) J

Respondent’s Signature Date & Company Stamp
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3 Financial:
31 Bank {
3.2 Address | ]
33 Contact Person t
34 Permission for Bank Reference i |
35 Aggregate Turnover last Three Years -
: 3.6 Annual Reports Available for Review

j Aud
38 Factor Accounts ) ]
38 Debtors Book ) 7
310 Bank Overdrat )
| 3.11 Present Borrowings -
s 312 Assets . -
i B Lié‘}va‘i‘ii‘tu:iéf;h ]
3.14 Contingent Liabilities
3.15 T Legal Dispﬁté:é' T
) B ‘“3.16 . uf};smance T
$ A 317 | Prb}égsiona! Indemr%i?y

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 Res

documentation must be cross referenced to the second column below

Respondent’s Signature

pondent being excluded from the process. The necessary supporting

Date & Company Stamp
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(a) Pertinent Financial Statements:

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

Total revenue generated by Transnet SOC Ltd’s 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. Acopy of your latest rating report

{(b) Finarcing track record:

Reépohdents are required to - h “i

1. Provide a cbmp!ete breakdown of proposed ﬁnanc‘ing structure

2. Deliverability of Financing Structure

2.1. Show where a simifar financing structure has previously been shown to be deliverable in
similar circumstances; or

2.2, Explain why the financing plan is deliverable on this transaction,

3. Highlight the risks to which Transnet SOC Ltd could be exposed in implementing this
structure. R ‘ _ -

{c) Strength of approvals:

<.
Sage®

Should any Special Purpose Vehicie ($PV} be formed the level of commitrent should be demonstrated by providing the
following docurnents:

1. Board minutes from all equity investors committing to subscribe equity, including third party
equity investors, evidencing adequate funds are available and their willingness to provide
funding on the terms set out in the Equity Dacuments required to be submitied

2. Where any future injection of equity is to be guaranteed by the Respondent’s parent
company or a bank, a copy of the commitment from either the parent company/ bank stating
that the necessary credit lines are available.

3. Letters from the underwriting banks, monoline insurers and other financial institutions (if
applicable) offering underwriting of the full debt facilities or financial guarantees to the
Bidder on the basis of detailed term sheets and a detailed plan for achigving full underwriting
of the whole financing in the next stage of the procurement and prior to the appointment of

Respondent’s Signature Date & Company Stamp
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preferred Bidder on the terms proposed,

4. EBvidence of credit committee approvals or financial guarantees for all forms of debt funding
explicitly stating the extent to which and conditions on which funds are committed and
indicating the level of completeness of financier due diligence and the extent of due diligence
that will be carried out prior to the appointment of a Preferred Bidder, including the overall
scope and timetable of financier due diligence up to appointment of a Preferred Bidder.

5. Aletter from the Respondent’s financial advisors stating that the proposed funding structure ]
is realistic and achievable and that the financing proposals are sufficient to enable the Bidder
to meet its obligations under the attached proposal,

Information to be provided |
s s L Bt 4--—: L ﬁ S it ot

e S T e LR e

In the event of contracting directly with the Réspon_dent the following Is required:

1. Evidence of credit committee approvals or financial guarantees for all forms of debt funding
explicitly stating the extent to which and conditions on which funds are committed and :
indicating the level of completeness of financier due diligence and the extent of due diligence
that will be carried out prior to the appointment of a Preferred Bidder, including the overall
scope and timetable of financier due diligence up to appointment of a Preferred Bidder,

2. Aletter from the Respondent’s financial advisors stating that the proposed funding structure o
is realistic and achievable and that the financing proposals are sufficient to enable the Bidder |
to meet its obligations under the attached proposal, ]

(d) Equity:

Respondents must submit the fotlowing information for each major type of equity -

Identity and credit status of the investors with a shareholding greater than 10 percent.

Amounts subscribed or to be subscribed by each investar,

Timing of injection of equity.

Where equity holders are a company, joint venture, trust, or other form of interposed entity,

a description of the relationship of the beneficial interests to its holding company.

5. Asummary of the commercial terms attaching to the equity financing arrangements
including:

P a. minimum return reguirement for each class of risk capital and the basis of any IRR

- } calculations;

details of arrangement, management, directors and commitment fees;

terms and conditions of the subscription;

coupon rights attaching to the subscription;

dividend rights attaching to the subscription;

dividend policy;

voting rights attaching to the subscript(

any other rights attaching to the subscription;

terms and any other agreements between the investors in their capacity as

investors in the Bidder;

6. The length of time each class of risk capital will remain in the Respondent

7. Equivalent information is requirad for quasi-equity.

Sl s W e

mTeampoaow
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{e) Debt finance:

Respondents must submit the following information for each class of debt finance - j
Identity of the financiers. i
Amounts to be provided by each financier.

3. Term sheets detailing all terms and conditions attaching to the financing arrangements

including:
a.  Interest rates and margins ]
b. fees; ]
C. financial ratios and covenants (base case, lock up and default) explicitly stating the
basis of calculation;
d. default clauses;
e, conditions precedent;
f. guarantee structure and security required
g. reserve requirements or other conditions on distribution;
h. working capital requirements and how this will be financed; and

i. Residual value assumptions (and the basis of the calculation).

4. To the extent that the proposed financing structure incorporates financing of any description
outside of the Bidder (for example external financing for, or prepayment of, the residual
value of the fieet) the financial submission and financial model should provide sufficient detail
so that the arrangements for this financing are transparent and can be understood by TFR,

5. Aletter from Lender/ ECA confirming support and terms of funding

{f) Foreign Exchange Hedging strategy:

Respondents must provide the following details -

1. The manner in which the Respandent will address the risk of future movements in exchange
rates to convert the proposed funding to ZAR,

2. Details of any financial instruments which will be used to provide protection against such
exchange rate movements, and the cost of such protection. This information should include a

term sheet, a pricing quote and supporting forward curve (as at 11.00 a.m. Central African
Time (CAT) on 23*PJANUARY 2012,

Respondent’s Signature Date & Company Stamp
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{9) Insurance:

Respondents shouid ensure transparency. Respondents are requlred 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 dlarification required
2. Completed Insurance Cost and Technical Proforma.

3. Aletter 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,

{h) Taxation:

Respondent_s must inctude in their Proposal -

1. Advice from a spedialist taxation advisor regarding the taxation implications of the proposal
supported by adequate opinions and relevant precedents; especially with regards to Value
added tax (VAT) and tax consaquences of the proposed funding structure.

2. Strategy for obtaining the tax ruiings required under the Import/Export Agreements if any;

3.  Strategy for minimising the customs duty burden associated with the importation of
components, parts or lacomotives. TFR will not be responsible for the payment of any duties
incurred by the preferred bidder as the onus is on the preferred bidder to ensure the
locomotives are supplied duty free.

4. Setting up a bonded warehouse for spares

Respondent’s Signature Bate & Company Stamp
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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,

The cash fow prediction shall in no way affect the terms of payment as stated elsewhere in this RFP document.

2. Retention Amounts Offered e, forpenod . months from

Y

Respondent’s Signature Date & Company Stamp
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SECTION 3-D: Financial projections

Respondents are required to submit in support of their submission the following:~

> a financial model for reflecting the Total Cost of Ownership (TCO) of the proposal (complete the attached excel
spreadshest model, Annexure I}

» a breakdown of base costs eg: set up costs, manufacturing costs etc.; and

databook assumptions and instructions to support the finandal model.

v

1. Financial model

1.1 Structure of finandial model

Respondents must submit financial models in accordance with the following requirements:

(i) complete the attached excel spreadsheet model, Annexure | compatible with Microsoft
Excel 2003;

{n all amounts are to be in ZAR, rounded to the nearest 1 million ZAR;

i) the financial model should be constructed in line with best practice, with the model constructed
such that there is formula consistency across rows and columns where practical;

(iv) redundant coding should be kept to a minimurm;

W the models must be dynamic i.e. contain and show all the formulae required to undertake all
calcutations;

(vi) the models, together with all sheets and cells within the model should be unlocked (except
where locked already by TFR) ;

(vii) all model functions, formulae and finkages should be operational and no part of the model,
including macros, should be password protected (unless the password is clearly provided for

each level of protection), nor should any cells containing input or output data be hidden away
from view in any way;

{viii) separate financial projections should be provided for locomotive base costs and then
separately the annual maintenance costs afterwards assuming year end of 30 March;

{ix) cash flows are assumed to take place at the end of each period; and

) in the event that there is a discrepancy between the financial madel and the written Proposal
the financial model will take precedence.

Respondent’s Signature Date & Company Stamp
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As a minimurm the finandal models must indude:
{a) Investment data:

1. Amonthly locomotive delivery and acceptance schedule {please use the
spreadsheet provided, Annexure 1)

2. Analysis of bid costs (including professional fees) (please use the spreadsheet
provided, Annexure I)

3. Capital and operating cost assumptions {please use the spreadsheet provided,
Annexure I)

4. Ali and any assumptions (please use the spreadsheet provided, Annexure 1)

5. Non time based assumptions including financing costs, working capital, tax
and accounting assumptions (please use the spreadsheet provided,
Annexure 1) )

6. The following nominal cash flows must be included (please use the
spreadsheet provided, Annexure I) :

a. Capital acquisition cost{separated into:
0] Base price ("off the shelf")
(i) 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

¢.  Engineering support cost

d. Special tooling requirements

e. Capital spares

f. Consumables

g. Energy costs (based upon 14 mitlion 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 I)

8. Escalation formula used, where applicable to the operating costs (deviations .
from the requested South Africa CPT + 2%, and the reason therefore must
be fully explained)

(b) Funding data (where an altermate financing proposal is provided)
(separately):

The Base Periadic Charge (Real)

Assdmpﬁons on depoéii and overdraft rétes;

Rates of Exchange used

fé’;éﬁon assumbﬁé;\s used

| 2w N e

Finance structure to cover 2 period of 20 years

Respondent’s Signature Date & Company Stamp
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(©) Financial model calcu!ahons.

The financial model calauations must indude the following, on a locomative __rg aggregate bas:s -

e

[ —

1. Nommal payments monthly until dehvery into Transnet SOC Ltd
service of the final locomotive and annually (please use the
.. Spreadsheet provided)
2. Fundmg schedules for each form of finance setting out drawdown,
repayment amounts, interest payments, distributions and timing
. {separately where a funding proposal is provided);

(d) F nancial model outpuls. i

The finandal mMels must produce outpu1s mdudmg the follomng -

The Iifecycle cost evaluation spreadsheet model;

Any other ratios which are consndered relevant to the proposad fi nancial
structure;

3. Any other specific outputs consudered appropnate by the Respondent

Financial model databook

Respondents are required to provide databook assumptions and instructions
supporting the finandal models.

(a) Financial moded dalabook assumpﬁons.

The databook assumptlons should lnclude the followmg de(ails as a minimum;

1. Atable of all inputs to the ﬁnancnal models with the cell reference
and source;

2. An explanatoon of the methodology used to generate the i

. financial projections; — ‘ E

3. Copies of source documents (e g ccmstructlon cashﬂow) or a clear '

mdxcatxon where these may be found elsewhere in the Respondent’s

4. {:oples of relevant market related financial screens, that detail the
interest rates and exchange rates used in the calculation of the ]
Proposal are to be provided. This should include the date and time |
of day (as specified) and information relating to whether the rates
are monthly, bi-monthly, quarterly, semi-annual, annual or longer,
and all necessary supporting information to document clearly the
basis for determinations of the interest and exchange rates
(deviations from the requested South African CPL + 2 %, and the
reasons therefore must be fully exolained);

Respondent's Signature Date & Company Stamp
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Section 4: PROPOSAL FORM

I/We
{name of 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 schedute
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 (this "Proposal”).

I/We accept that unless Transnet SOC Ltd should otherwise decide and s0 inform mefus in the letter of
acceptance (the "Letter of Award"), I/we will be bound by this Proposal (and, if any, its covering letter
and any subsequent exchange of correspondence).

I/We acknowledge that the RFP contains a limited selection of key, indicative commerciél, technical and
legal terms on which Transnet SOC Ltd proposes to purchase the locomatives contemplated in the RFP,
The decision by Transnet SOC Ltd to award the tender to a bidder through its internal processes and
governance structures and any commitment from Transnet SOC Ltd 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 and supporting documents included in
Section 8 of the RFP) (the "Supply Agreements"). In the absence of such signed Supply Agreements,
Transnet SOC Ltd will not be bound by an interim step in the process (including but not limited to a

decision by its Acquisition Council to appoint a bidder as the preferred bidder or to award the tender to a
specific bidder, as the case may be),

I/We further agree that if, after I/we have been notified of the acceptance of myfour Proposal, I/we fail
to enter into the Supply Agreements if called upon to do s, or fail to commence the supply of Goods
within 4 (four) weeks thereafter, Transnet SOC Ltd may, without prejudice to any other legal remedy
which it may have, and at its sole discretion decide either to enter into negotiations with the next best
ranked (or any other) respondent or alternatively, to call for fresh proposals, I /we further agree that

Respondent’s Signature Date & Company Stamp
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Transnet SOC Ltd may 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 untit March 2013 only; and agree to a
penalty clause to be negotiated with Transnet SOC Ltd, which will allow Transnet SOC Ltd to invoke a
penalty (details to be negotiated) against us should the delivery of the Goods be delayed due to non-
performance by ourselves.

Unless otherwise agreed by Transnet SOC Ltd, the law of the Republic of South Afvica shall govern the
Supply Agreements. 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 jurisdiction of the courts of the Republic of South Africa.
Foreign Respondents shall, therefore, state hereunder the name of their accredited agent in the Republic
of South Africa who is empowered to sign each Supply Agreement and any other document which may
have to be entered into in the avent of their Proposal being accepted and to act on their behalf in all
matters refating to such agreements and documents.

Respondent to indicate the details of its domicilium citandi et execulandf 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 Responderits will be advised in writing of the
name of the successful Supplier and the reason as to why their Proposais have been unsticcessful, for
example, in the category of price, delivery period, quality, B-BBEE status or for any other reason.

VALIDITY PERIOD

Transnet SOC Ltd desires a validity period of 6 (six) months (from closing date) against this RFp.
This RFP is valid until

TAX (VAT) REGISTRATION NUMBER

The Respondent must state hereunder the registration number which is applicable to Value-Added Tax:

TAX CLEARANCE CERTIFICATE

Respondents are required to forward a valid copy of their company’s Tax Clearance Certificate with their
Proposal.

Indicate tax clearance certificate expiry date:

Respondent’s Signature Date & Conipany Stamp



Transnet SOC Ltd Request for Proposal No HOAC-HO-7801
Version1s

)
(in)
(iil)

TRANSNET-REF-BUNDLE-08417

BANKING DETAILS
BANK:
BRANCH NAME / CODE:
ACCOUNT HOLDER:
ACCOUNT NUMBER:

NAME(S) AND ADDRESS / ADDRESSES OF DIRECT OR(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

REGISTRATION CERTIFICATE

Respondents must submit a certified copy of their company’s Registration Certificate with their Proposal.

CONFIDENTIALITY

Al information related to any Supply Agreement, both during and after completion, is to be treated with
strict confidence. Should the need however arise to divuige any information gleaned from provision of the
Goods, which is either directly or indirectly related to Transnet SOC Ltd’s business, written approval to
divulge such information must be obtained from Transnet S0OC Lid.

DISCLOSURE OF PRICES TENDERED

Respondents must indicate here whether Transnet SOC Ltd may disclose their tendered prices and
conditions to other Respondents:

s | w0 ‘t

PRICE REVIEW

The successful Respondent(s) will be obliged to submit to an annual price review. Transnet SOC Ltd wil
be benchmarking this price offering(s) against the lowest price received as per a benchmarking exercise.
If the Respondent’s price(s) is/are found to be higher than the benchmarked price(s), then the
Respondent shall match or better such price(s) within 30 (thirty) days,- failing which the contract may be
terminated at Transnet SOC Ltd’s discretion or the particular item(s) or service(s) purchased outside the
contract.

Respendent's Signature Date & Company Stamp
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RETURNABLE DOCUMENTS

Respondents are required to submit the following returnable documents with their responses (see v). All
returnable documents must be submitted in duplicate plus a CD copy. Ali Sections, as indicated in the
footer of each page, must be signed, stamped and dated by the Respondent:

Notice to Respondents ~ Section 1

Background overview — Section 2

Financial Offer & Other Pertinant Information — Section 3

Proposal Form — Section 4

Resolution of Board of Directors (Respondent’s Representative) — Section 5

Certificate of Acquaintance with RFP Documents ~ Section 6

General Bid Conditions, Form CSS5 ~ Section 7

Draft Conditions of Contract ~ Section 8

Audited Financials for previous 3 years

Valid Tax Clearance Certificate

VAT and Company Registration Certificates

L<.<.<<<<<~<<~<<

B-BBEE Accreditation Certificate

Vendor Application Form (VAF) - Annexure H

|

Certificate of attendance of Briefing Session ~ Section 9

Specifications and Drawings — Section 10

|

Non-Disclosure Agreement ~ Section 11 ~ Annexure F

RFP Declaration Form - Section 12

Breach of Law - Section 13

Annexure B 1 - Response to Supplier Development Questions

Annexure B2 — Further recognition development document

Annexure G - Bill of Material {BOM)

Annexure I - Financial TCO mode!

RN RS BN I A N B N AR I I Y

Reduction in carbon intensity plan

CONTINUED VALIDITY OF RETURNABLE DOCUMENTS
¢ The successful Respondents will be required to ensure that all returnable documents, including but not
fimited to its Tax Clearance Certificate and B-BBEE Accreditation Certificate, for the duration of any
contract emanating from this RFP are valid.
»  Afailure by the Respondent to present Transnet SOC Ltd with renewals of such documents/certificates
as and when they become due, may , in addition to any other rights and remedies of Transnet SOC Ltd,
result in the termination of the Supply Agreements,

»  Failure to furnish ALL returnable documents may lead t the disqualification,

3
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By signing the RFP documents, the Respondent is deemed to acknowledge that hefshe 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 SOC Ltd wil 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 2011

SIGNATURE OF WITNESSES ADDRESS OF WITNESSES

Name

Name

SIGNATURE OF RESPONDENT’S AUTHORISED REPRESENTATIVE:

?sw"‘%%

NAME:

DESIGNATION:

Respondent’s Signature Date & Company Stamp
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RFP FOR THE SUPPLY OF
95 NEW ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB) BY MARCH 2014

Section 5: SIGNING POWER — RESOLUTION OF BOARD OF DIRECTORS

NAME OF COMPANY:
It was resolved at a meeting of the Board of Directors held on that
FULL NAME(S) CAPACITY SIGNATURE

in hisfher capacity as indicated above isfare hereby authorised to enter into, sign, execute and complete
any documents relating to Tenders, Proposals andfor Agreements for the supply of Goods.

FULL NAME
P SIGNATURE CHAIRMAN
.%‘ -

FULL NAME

SIGNATURE SECRETARY

— .

Respondent’s Signature Date & Company Stamp
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Section 6: CERTIFICATE OF ACQUAINTANCE WITH RFP DOCUMENTS

NAME OF COMPANY:

I/We
do hereby certify that Ifwe acquainted myself/ourselves with ali the documentation comprising this RFP and
all conditions contained therein, as laid down by Transnet SOC Ltd for the canrying out of the proposed
supply/service/works for which I/we submitted my/our response,

1/We furthermore agree that Transnet SOC Ltd shall recognise no daim from me/us for relief based on an
allegation that Ifwe 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

SR 2011

SIGNATURE OF WITNESS SIGNATURE OF RESPONDENT

e e memcrmiraire

Respondent’s Signature Date & Company Stamp
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RFP FOR THE SUPPLY OF
95 NEW ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB) BY MARCH 2014

Section 7: GENERAL TENDER CONDITIONS - GOODS

Refer General Tender Conditions attached hereto as Annexure D

Respondent's Signature Date & Company Stamp
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RFP FOR THE SUPPLY OF
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Section 8 DRAFT SUPPLY CONTRACT AND SUPPORTING DOCUMENTS
FOR THE SUPPLY OF GOODS TO TRANSNET SOC LTD

Refer Draft Supply Contract attached hereto as Annexure E

Respondents should note the obligations as set out in
a clause 24 (Terms and Conditions of Tender)

of the General Tender Conditions (RFP Section 7) which reads as follows:

"The Supplier shall adhere to the Draft Supply Contract a copy of which is attached hereto. Should the
Respondent find any conditions unacceptable, it should indicate which conditions are unacceptable and offer
alternatives, Please note that any alternative offered shall be compared with acceptance of the draft supply
contract conditions or alternatives offered by other Respondents, except penalties for late deliveries, the
exclusion of which may disqualify the RFP, save where indicated otherwise by Transnet 50C Ltd.”

Respontdent’s Signature Date & Company Stamp
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Section 9: CERTIFICATE OF ATTENDANCE OF BRIEFING SESSION

1t is hereby certified that —

Representative(s) of (name of company)

attended the briefing session in respect of the proposed Goods to be rendered in terms of this RFP on
2012

TRANSNET SOC LTD'S REPRESENTATIVE RESPONDENT’S REPRESENTATIVE

DATE DATE

Respondent’s Signature Date & Company Stamp
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RFP FOR THE SUPPLY OF
95 NEW ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB) BY MARCH 2014

Section 10: TECHNICAL SPECIFICATIONS & DRAWINGS

[See Annexure C]

Note that Drawings are only provided in soft copy & these drawings are included in the CD issued with this
RFP

T

Respondent’s Signature Date & Company Stamp
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Section 11: NON-DISCLOSURE AGREEMENT (NDA)

Complete and sign the Non-Disclosure Agreement attached hereto as Annexure F

Respondent’s Signature Date & Company Stamp
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Section 12: RFP DECLARATION FORM

NAME OF COMPANY: ___

We do hereby certify that:

i Transnet SOC Ltd has supplied and we have received appropriate responses to any/all questions (as
applicable) which were submitted by ourselves for bid clarification purposes;

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
SOC Ltd sources, other than information formally received from the designated Transnet SOC Ltd contact(s)
as nominated in the RFP documents;

4 we are satisfied, insofar as our company is concerned, that the processes and procedures adopted by
Transnet SOC Ltd in Issuing this RFP and the requirements requested from respondents in responding to this
RFP have been conducted in a fair and transparent manner; and

5 furthermore, we declare that a direct family, business or social relationship exists between a family member
and/or an owner / member / director / partner / shareholder/ senior manager of our company and an
employee or board member of the Transnet SOC Lid Group as indicated below: [Respondent to defete this
section if not applicabie]

FULL NAME OF OWNER/MEMBER/DIRECTOR/
o PARTNER/SHAREHOLDER; ADDRESS:

Indicate nature of relationship with Transnet SOC Ltd:

[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 SOC Ltd}

fespondent’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 SOC Ltd (other than any existing and appropriate business relationship with Transnet SOC Ltd)
which could unfairly advantage our company in the forthcoming adjudication process, we shall notify
Transnet SOC Ltd immediately in writing of such circumstances.

We accept that any dispute pertaining to this bid will be resolved through the Ombudsman process and will
be subject to the Terms of Reference of the Ombudsman. The Ombudsman process must first be exhausted
before judicial review of a decision is sought. (Refer “Important Notice to Respondents” overleaf),

We further accept that Transnet SOC Ltd reserves the right to reverse a tender award or decision based on

the recommendations of the Ombudsman without having to follow a formal court process to have such award
or decision set aside.

SIGNED at on this dayof A1
For and on behalf of AS WITNESS;

duly authorised hereto

Name: Name:

Position: Position;

Signature: Signature:

Date:

Place;

L

e

Respondent’s Signature Date & Comnpany Stamp
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IMPORTANT NOTICE TO RESPONDENTS

Transnet SOC Ltd has appointed a Procurement Ombudsman toinvestigate any mgger'g
complaint in respect of RFPs exceeding R5, 000,000.00 (five million S.A. Rands) in value. |
Should a Respondent have any material concern regarding an RFP process which meets this
value threshold, a complaint may be lodged with Transnet SOC Ltd’s Procurement
Ombudsman for further investigation,

> It is incumbent on the Respondent to familiarise himself/herself with the Terms of Reference
for the Transnet SOC Ltd Procurement Ombudsman, details of which are available for review

at Transnet SOC Ltd’s website www.Transnet .pet,

> An official complaint form may be downloaded from this website and submitted, together with
any supporting documentation, within the prescribed period, to

ocurement.ombu snet.ne

>  For transactions below the R5, 000,000.00 (five million S.A. Rand) threshold, a complaint may
be lodged with the Chief Pracurement Officer of the relevant Transnet SOC Ltd Operating
Division.

All Respondents should note that a complaint must be made in good faith. If a complaint is |
made in bad faith, Transnet SOC Ltd reserves the right to place such a bidder on its List of |
Excluded Respondents.

Respondent’s Signature Date & Company Stamp
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Section 13: CONTRAVENTION OF LAW

NAME OF COMPANY:

Ifwe

do hereby certify that I/we have/have not been found guilty by a court of law, Tribunal or other
administrative body of a serious breach of law during the preceding 5 (five) years. Such breaches include but
are not limited to breaches of the Companies Act, 89 of 1998.

Where found guilty of such & material contravention, please disclose:

NATURE OF MATERIAL CONTRAVENTION:

DATE OF MATERIAL CONTRAVENTION:

Furthermore, I/we acknowledge that Transnet 50C Ltd reserves the right to exclude any Respondent from

the bidding process, should that person ar company have been found guilty of a material contravention of
law or regulatory obligation,

SIGNED at on this day of 2011
SIGNATURE OF WITNESS SIGNATURE OF RESPONDENT

Respondent’s Signature Date & Company Stamp



TRANSNET-REF-BUNDLE-08431 .

Transnet SOC Ltd Request for Proposal No HOAC-HG-7801 Page 60 of 60
Wersioe s

RFP FOR THE SUPPLY OF
95 NEW ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB) BY MARCH 2014

Section 14: BID CLARIFICATION REQUEST FORM

RFP No: HOAC-HO-7801
RFP deadline for questions / bid clarifications: Before 10hQ0, Tuesday 14 February 2012,

TO: Transnet Freight Rail

ATTENTION: Lindiwe Mdletshe, Commercial Specialist, Supply Chain Services
EMAIL Windiwe Mdletshe? @tran snied. et

DATE:

FROM:

— RFP Bid larification No fto be inserted by Transnet SOC 1t .

[‘ T REQUEST FOR BID CLARIFICATION. ~ ~—— — —— — ”‘:]

Respondent’s Signature Late & Company Stamp
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Subject: FW: About the tender document for the supply and delivery of 95 new electric
locomotives

From: sheyongjun [maiito:shéyongjun@126,ggm}
Sent: 14 December 2011 05:21 PM ‘

To: Lindiwe Mdletshe Transnet Freight Rail JHB

Cc: alton@mail.gofront.com; 332464066@qg.com
Subject: About the tender document for the supply and delivery of 95 new electric locomotives

Dear Lindiwe Mdletshe,

This is Andreas from CSR Zhuzhou Electric Locomotive Co.,Lid.

From the website hitp/iwww.spoornet.co.za/Websiteltenders.himl, we get the information about the supply and delivery of 95 new electric
locomotives for the general freight business (GFB) to be delivered by March 2014.

(: 2 are very interested in this project.
"‘*“/(fze below is a brief introduction about our company for your reference.

CSR Zhuzhou Electric Locomotive Co., Ltd. (CSR ZELC) was founded in 1936 and successfully developed first mainline slectric
locomative for China in 1858. It is the major base of electric locomotive development and manufacturing in China.

With the integrated system of developing products independently, lean manufaciuring and good service that have been formed through 70
years’ development, CSR ZELC has become one of the important solution providers for the world raitway transportation system. It devoles
to offering customized and individualized railway transport solutions during the whote process of product design, manufacturing test,
application and maintenance, and has worldwide international experiences and successful achievements.

Qur glectric locomotive products have been successfully applied in many countries.

Mow, we have foliowing two questions:
1. We know that we can download the RFP documents from the above-mentionsd wobsite at first.

Are the RFP documents dowrlioaded in the website same with the tender documents will be bought by us?
2. {f we buy the tender documents in future, whether we should buy it in person in the at the RECEPTION, TENDER ADVICE CENTRE,
INYANDA HOUSE 1, GROUND FLOOR, 21 WELLINGTON ROAD, PARKTOWN, JOHANNESBURG, or we can transfer the money to the
Account number: 203158598, and then you will send the formal tender documents 1o us?

Your prompt reply would be highiy appreciated.
Thank you very much
Best regards

b = Yongjun

International Marketing Center

CSR Zhuzhou Electric Locomaotive Co. Lid.

Tianxin, Zhuzhou, Hunan, China

Mabile: 0086-13762382228

Email: sheyongiun@126.com
sheyonglun@csrzelc.com

Website: www esrzele.com
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From: Lindiwe.Mdletshe2@transnet.net

Sent: Thursday, December 15, 2011 10:59 AM

To; sheyongjun@126.com

Cc: alton@mail. gofront.com; 332464066@qq.com; Sarah.Assegaai@transnet.net;
Anthonie.Erasmus@transnet.net

Subject: RE: About the tender document for the supply and delivery of 95 new electric
locomotives

Dear She Yongjun,

Thank you for the introduction.

Your email below refers.

For this tender the RFP document is NOT available on the website to be down loaded. You will only see the advert,

To be able to get the RFP Document you are required to make a deposit of R20,000.00 to the banking details
,  Tansnet) that are on the advert.

"‘\/"i{roof of payment to be submitted on collection of the tender document.
Cur telephonic discussion today, 15 Dec 2011 refers.
You do not have a representative is South Africa to collect the tender document.

After depositing the money please email the proof of payment to sarah assegai at sarah.assegai@trasnent.net or
Lindiwe.mdletshe2@transnet .net. documents wilt be emailed to you.

NB: tender will close on the 28" FEBRUARY 2011 @ 10h00 as per the advert, no late document will be accepted,.
Compulsory briefing session as per the advert

Kind Regards

Lindiwe Mdletshe
ommercial Specialist
(" supply Chain Services
Transnet Freight Rail

0115840620 B 083 2683365
011 773 0832 Lindiwe Mdletshe2?@transnet.net

www.transnet.net
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Sent: 14 December 2011 05:21 PM

To: Lindiwe Mdletshe Transnet Freight Rail JHB

Cc: alton@mail.gofront.com; 332464066@qq.com }

Subject: About the tender document for the supply and delivery of 95 new electric locomotives

1
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Dear Lindiwe Mdielshe,

This is Andreas from CSR Zhuzhou Electric Locomotive Co.,Lid.

From the website hito://www.spoornet.co.za/Website/tenders. htmi, we get the information about the supply and delivery of 95 new electric
locomotives for the general freight business (GFB}) to be delivered by March 2014,

We are very interested in this project.
The below is a brief introduction about our company for your reference.

C8R Zhuzhou Electric Locomotive Co., Ltd. (CSR ZELC) was founded in 1936 and successfully developed first mainiine electric
focomotive for China in 1958. It is the major base of electric locomotive development and manufacturing in China,

With the integrated system of developing products independently, lean manufacturing and good service that have been formed through 70
years' development, CSR ZELC has become one of the important solution providers for the world railway transportation system. It devotes
to offering custamized and individualized raiiway transport solutions during the whole process of product design, manufacturing test,
application and maintenance, and has worldwide international experiences and successful achievements.

Our electric locometive products have been successfully applied in many countries.

MNow, we have following two questions:
1. We know that we can download the RFP documents from the above-mentioned website at first.

Are the RFP documents downloaded in the website same with the tender documents will be bought by us?
2. ¥ we buy the tender documenis in future, whether we should buy it in person in the at the RECEPTION, TENDER ADVICE CENTRE,
INYANDA HOUSE 1, GROUND FLOOR, 21 WELLINGTON ROAD, PARKTOWN, JOHANNESBURG, or we can transfer the money io the
Account number. 203158598, and then you will send the formal tender documents to us?

Your prompt reply would be highly appreciated.
Thank you very much
Rest regards
|

(

“—8he Yongjun

international Marketing Center

CSR Zhuzhou Electric Locomotive Co. Lid.

Tianxin, Zhuzhou, Hunan, China

Mobile: 0086-13762382226

Email: sheyonoiun@126.com
sheyongiun@csrzele.com

Website: www.csrzelc.com
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Feziwe Phunﬂu!a ‘
SSoCa— = it S —
From: She Yongjun <sheyongjun@126.com>
Sent: 20 December 2011 04:28
To: lindiwe.mdletshe2 @transnet.net
Ce: sarah.assegaai@transnet.net; alton@mait.gofront.com; 332464066@qq.com
Subject: About the Payment for the RFP Document
Attachments: Debit Comfirmation of the outward remittance.pdf
Dear Lindiwe,

We have completed the payment for the RFP documents. Beca
can only pay it with USD dollars to Bank of China, which will be
with ZAR 20000. t hope you will receive the payment today. Th

received from Bank of China refers to the Annex.

uce we can not directly pay it with ZAR, so we
continuous to pay it to transnet's bank account
e current proof of payment which we have

Could you send me the electranic RFP documents by this payment proofs?

Your prompt reply would be highly appreciated.

"g’hank you very much

p—

Py

Best regards

She Yongjun

International Marketing Center

CSR Zhuzhou Electric Locomotive Co. Ltd.
Tianxin, Zhuzhou, Hunan, China

Mobile: 0086-13762382226

Tel: 0086-731-28464116

Fax:  0086-731-28446446

Email;

sheyongiun@126.com
sheyongiuncsrzelc.com

gt )’ebsite: www.csrzelc.com

P
;
‘\__/

-----e-= FOrwarding messages ~-----

From: "B A hnzzn" <0xLJBSFABCCABDE1CBE3B2BF zhnzzn

Date: 2011-12-20 09:53:29
To: sheyongjun@126.com
Subject: [

- p—
== :

]
n

= ——

BANK OF CHINA LTD.,.ZHUZHOU BRANCH

TEL:0731-28817004/020/041

FAX:0731-28817005

ADD:61 Tiantai RD., Tianyuan Dist.,Zhuzhou,Hunan,China
P.O.Number:412000

SWIFT CODE:BKCHCNBJS8C

B et v v s - nn. -

REREEss —_— - ——

@mail.notes. bank-of-china.com>
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DEBIT CONFIRMATION OF OUTWARD REMITTANCE

54 (To) t I EMRW L AN HRRAE]
Dear Sir/Maden:

R RRRIRER ST BT Al H R AR6015573650400 57, A0 (IR BB SEATERR, BRARAIE: 073 L—2«'~3{
We confirm the following funds have been debited from your sccount. If you have any pr
please contact us as soon as possible. The contact Tel NO: 0731-28817041

ZBAAT BEFRCECHK TT

Transaction Type: Outward Remiltance

¥ B85S Cheque No.:
ik ABKE Remitter’ s A/C No.: £01557366040

AE S EIHE: 2011/12/20
Transaction Date:

RCAZFR Remitter’ s Name: 1/CSR ZHUZHOU ELECTRIC LOCOMOTIVE

gk ¥R T / &8 Debit CCY/AMT: USD/2,380.00

ek Al E Beneficiary A/C No.: 203158598

WAk A& 3% Beneficlery: TRANSNET FREIGHT BAIL
ek AFF P58 FrBenef iciary Bank:

7B %8 Business Ref. No.: TT12680110000386
A EEF Draft No.:

R PP /&% Renittance CCY/AMIIUSD /2,380.00
A4 Buying Rate:  0.0000

SH4fr Selling Rate: (.0000

EFCE B /A4S SAFE Declaration/Verification No.:

7 "22"2, I:‘::,\\

430208006101 tRtR20450
)
0 §?

B 7927870 £51:5220508 ZEBYRARE: 057841431 ZeHAE: 12690 AT ;

Re~Checker Handler

Transaction Journal No Transaction Institution CR/DR F1

o e
e Vo s “ At sm” v -
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PART 1: PREAMBLE
1. Foreword
14 Transnet Strategy

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

In terms of the Publfic Finance Management Act (PFMA) the Accounting Authority (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 tum has delegated certain powers to the
members of the Group Executive Commitiee, 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, o effect any amendments
thereto in line with govemance and legislative changes, ensuring that these support the
continued operations of the Operating Divislons. 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 Objactives

(H Transnet's objective when procuring goods or services, or disposing of scrapped or
surplus materials is fo achieve optimal value and efficiency by adopting best purchasing
practices in Supply Menagement, ensuring where possible that open and falr
competition has prevailed. Due regard must be given fo the importance of.

(2 The promotion of Transnet’s Interdivisional Support Policy;

) The promotion, development and support of Broad Based Black Economic
Empowerment (BEBEE) initiatives;

{c) The promotion of natlonal and regional local suppliers, who are globaily
compeltitive, before consldering forelgn suppliers; and

(¢)] The Increase of National Value Add (NVA) in {erms of promoting local
manufaciuring as it refates 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

(i) Transnet will strive fo 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-effactive transporiation service. in order to achieve this, Transnet is committed
to working with supplisrs who share its goals of continuous improvement in service,
guality and reduction of TCO (total cost of ownership).

(iif) Transnet will In the interest of standardization and compelitiveness strive to procure
commercial off-ihe-shelf {COTS) commuodities, instead of commodities unigue o
Transnet, The practice of drawing up Transnet-specific specifications for arlicles similar
to normal off-the-shelf products has proven fo be very costly for Transnet. This is due to
the fact that manufacturers have fo reset their production fines to manufaciure 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 Davelopment counterparts to ensure that in no instance known
sffective COTS solutions are overdooked for one that Is customized fo Transnet unique
specifications, and to ensure that COTS solutions are being tested until approved so
that customization can be kept fo a minimum,

{ivy  Transnat wili seek to develop and mainiain positive, long-term refationships based on
mutual performances, trust and respect with those suppliers who demonstrate their
commitment to Transnet's shared goals.
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Transnet wili not do business with any agents ("middlemen®), who do not add significant
value fo the supply chain. In such instances Transnet will endeavour o contract directly
with the overseas and / or Jocal OEMs.(Original Equipment Manufacturers). In the case
of dealing with overseas OEMs for relevant CSDP targeted commodities such as rolling
siock and port equipment, Transnet will negofiate meaningful CSDP localisation
initiatives directly with such overseas OEMs as part of their supply agresments to
Transnet. Please also refer fo the Suppller 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.

Transnet will also commit itself to being clear in s communication of requirements,
professlonal, courteous, fair, factual and responsive in fis business dealings.

Supporting good comporate governance by ensuring the preservation of the highest
standards of inlegrity, objectivity, falrness, efficiency and professionalism; and
Promotion of an efficlent and effective Procurement Policy and procedures so as to
achieve optimal value for money based on life-cycle cost and quality (fotal cost of
ownership) to enhance competitivensss of suppliers through the devejopment of world-
class professional procurement mechanisms.

The purpose of one unfform set of procedures for the whole Group Is to achieve the best
of both worlds, namely centralization and, where necessary, decentralization and
facilitate & unlform interpretation Internally as well as externally with Trensnet's supplier
base, whilst complying with the requirements of Section 61(1) (a) of the PFMA and
Section 217 of the Constitution. The procedures also provide clear guidelines on
aspects suth ag-

(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 qualifyifg criteria.

NB: Transnst's Procurement Prbpedures 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 rafor to the
ralevant Annexures where stipulated In this document. Below Is a non-exhaustive
list of procurement {and disposal) related policles and procedures that are
avaliable on the Transnet Intranet:- )

Procure to Pay Procedures {(P2P Manuat).

Reverse Logistics Procadures

Contracting Procedures Manual for Strategic Sourcing

Disposal of redundant / obsolste PC squipment

Disposal of Cell phones, ete. ’

Gulding Principles

The Government of the Republic of South Afifca 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:~

{0

(i

(i)
W
(Vi)
(vi)

{vilf)

()

The Caonstitution of the Republic of South Africa which stipulates, inter alia, that State
procurement processes should be falr, equitable, transparent, competitive, and cost-
effective and that ihe imbalances of the past must be redressed,

The Public Finance Management Act (PFMA) (No. 1 of 1989, as amended).

Preferential Procurement Policy Framework Act (No. 5 of 2000, as amended).

The Companies Act (No.61 of 1973, as amended).

The Compstiive Supplier Development Programme (CSDP)

The Framewaork for the Operationalisation of Government's Procurement Pollcies In
State Owned Enterprises (Dated 31 July 2001).

The King Reporis | & I on Corporate Governance.

The Electronic Communications and Transaction Act (No. 25 of 2002).

The Promotion of Access to Information Act (PAIA} (No. 2 of 2000, as amended).
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1‘4
1.4.1

1.4.2

143

1.4.4

{x) The Broad-Based Black Economic Empowerment Act (No. 53 of 2003, as amended)
and the Depariment of Trade & Industry's Codes of Good Practice,

(xi) The Prevention and Combating of Cormupt Activities Act (No 12 of 2004, as amended).

(dl)  The Promotion of Administrative Justice Act {PAJA) (No. 3 of 2000, as amended).

()  The Corpetition Act (No. 89 of 1898, as amended).

{xiv)  The Gonventiopal Penalties Act (No.15 of 1962).

(xv) Transnet's regquirements on Interdivisional Support, Preferential Procurement,
employment equity, profitability enhancement and social & environmental respansibility,

{xvi)  The Naticnal Rallway 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 Developmant Board Act (GIDBAct) (Act No. 38 of 2000)

In addition, Transnet aclively promotes the development and advancement of persons of
categories of persons historicslly disadvantaged by unfair discrimination, Transnet would
therefore prefer doing business with entesprises that share these values and who are
prepared to contribute to meaningful BBBEE initlatives (e.y. subcontracting, JVs etc.) as
part of thelr tender responses. Transnet will accordingly allow a preferance In accordance
with the 80/10 preference systom, as psr the PPPFA, to companies who provide a BBBEE
Accreditation Certificate. Refer to paragraph 9.2.3.3 below as wali as the relevant clause
in the different RFX templates.

Scopse

These Procurement Procedures are applicable to all Transnet Divislons (inclusive of Operating
Divisions and Specialist Units). The Procurement Procedurss alm to set the minlmum 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 Frelght Dynamics, as well as divisions and businesses which have
been privatised (e.g. Autopax (Ply) Lid), and where Transnet slill holds the majorily
shareholding, will also be regarded as Transnet Divisions in ferms of these procedures,

Thase procedures are derived from the Transnet Procurement Pollcy, and should be read
in conjunction with delegated contractual powers granted in terms of any Special
Dslogation of Authority. {e.g. delegated contractual powers of say RS million do not
derogate from the monetary limits or jurlsdictions asslgned to specific governance
structures such as the Divisional Acquisition Councll (DAC) whose minimum monetary
threshold Is eay R2million). Refer to paragraph 6.12 regarding Dslegated Authority to
conclude Contracis as well as the Transnet Group Delegation of Authority (Group Limits
of Authorily) - Copy avallable on the Transnet Intranet.

NB. Non-compliance with these Procedures will be viewad in a sarious lght, and will lead
to disciplinary action as such non-compliance could result in Irregular expenditure andior
frultless and wasteful expenditure.. This places an cobligation on Transnst to take the
necessary appropriate action regarding acts of financial misconduct In terms of Section 83 of the
PFMA

These procedures cover the purchasing and supply of all goods, services (langible and
Intanglble), fixed assets, the appointment of consuitants, and also covers the disposal (seliing) of
all surplus, redundant and obsolete stock and assets, movable and immovable. The
aforementioned are in respect of both Operational and Capital expsnditure, unless specifically
excluded in terms of paragraph 1.4.4 below.

The specific exclusions are as follows:-

(i) Pelty cash purchases, subject to such instructions as issued from time fo time;

(i Inspection services in connection with the procurement /sale of goods / assets;

(i) The rendering of inspection services by or to govermnment departments, the SABS,
elc, provided that rates charged by such institutions are market related or cerfified as
fair and reasonable;
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Media advertising (excluding campaigns involving professional advertising agencies);
income generating fransactions (Le. where Transnet's infrastructure, ele. 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);

Water and electricity which is suppﬁed to Transnet, including the provision of services,
as well as the relacation of such services as a result of Transnel’s activities (e.g. the
relocation of power lines or water mains due to the construction of a new raliway line);
Rates and taxes and other levies ralsed by local authorities or provincial administrations,
both of which are excluded from these procedures, by virtue of the fact that they can
only be obtalned 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;

Letlting 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 alienation of land and fixed properly, which are
governed by Delegated Powers;

Sponsorships and donations, which are strictly governed by Delegated Powers;

Any such exclusions which & Transnet Division may apply for, through SSM, and which
have been duly approved by the Transnet Group Chlef Executive (GCE) or lhe Transnet
Group Chief Financial Officer (GCFO); and

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 sald non-core businesses for a pericd of 18 months from the date of
hisfher exit from Transnet.

Ethics and Governance

Business Ethics within Transnet Entities

Transnet Entities are required o 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. Entitiss underzaking

work an behalf of other Transnet Entitles should also price and carry out their services in such a
way that Interdivisional support is promoted and developed.

Transnet's Code of Ethics

Transnet subscribes to the following standards of commercial practice:

a)

b)

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 parl of bidders / Transnet employees.

I, 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 fo any Transnet
employee, any bribe, commission, or any unauthorized gift, loan, advantage or other
consideration, Transnet shall be entitled fo revoke the tender / confract by following
the process that governs the Excluslon of Tenderers. Upon approval by the GCFO or
duly authorized defegats, Transnet will be entitled io 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,
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Transnet invites its valued suppliers to report any allegations of fraud, corruption or
other unethical activities to Transnet Tip-offs Anonhymous, af any of the following
addresses / contact numbers-

» Toll-iree anonymous holline - 0800 003 056
¢« Email - Transnet@tip-offs.com
»  Fax number - 0800 007 788

Freepost DN 288, Umhlanga Rocks, 4320

Confidentiality Is guaranteed,

Under no circumstances will Transnet employees, be allowed to tender for Transnet’s
business. Employses 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 edjudication or tender evaluation process, as such competing
interests can make it difficult for such employee to fulfill his/her dyties Impartially.
Conflicts of interest may occur in cases where an employee is a shareholder/direcior of
a tendering company or where cloze relatives of an employes ars in any way connecled
or related fo a bidder, hence the requirement that interest be declared in writing.

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

Transnet reserves the right to exclude a tenderer from further business and/or to cance!
all exisling contracts, should & tenderer/supplier be found to have acted in bad faith or
engaged in misconduct towards Transneb. 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 hitp:/Awww.transnet.net.

1.5.3 Transnet Code ¢f Ethics on Procurement

41.5.3.1 Introduction

Ethical norms form a fundamental pillar of the culture of Transnet; hence a great responsibiiity
rests on every employee to act ethically. The ethical nomns and guidelines which foliow are only
broad principles to serve as guldelines and cannot cover every possible situation, Employees
and thelr Managers shouid evaluate every situation on its own merits, bearing in mind the
following besic principles:-

1.5.3.2 Code of Ethics

Employees of Transnet shall not use their authority or office for personal gain and shall sesk to
uphold the good name of Transhet by~

(a)
(b)
()
(&)

Maintaining unimpeachable honesty and integrity inside and outside the employment
relationship;

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

Opfimizing the use of resaurces at thelr dlsposai so as to provzde the maximum benefit
1o Transnet and a client-directed quality service;

Complying with; —

{i) The requirements of the Law (refer to paragraph 7.12);

{ii) Transnet's Procurement Policy,

{lif) The guidance which Transnet provides with regard to professional conduct; and
{vi) Contrachual obligations;
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{e) Repudiating all business practice which is improper and at variance with expected moral
and ethical pringiples, aven though some In the business would regard it as “justified”.

1.6.3.3 Declaratlon of interest

When a personal lnterest In any malter may impinge upon or might be deemed by others to
impinge upon the objectivity or conduct of an employee of Transnet, hefshe shall declare such
interest 1o hisfher Manager, in wiiting. 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 o paragraphs 5.8.1 to
5§.8.3and B.1.10.2).

1.5.3.4 Confldentlality and accuracy of Information

All information which is received in connecfion with Transnet's business shall be handied
confidentially and shall not be used for personal gain. No employee may discuss with, or
disclose o outsiders, prices which have been quoted or charged to Transnet Afl mformahnn
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 parceived to hava the effect
of placing a tenderer in a better position than its compefitors or Transnet at a disadvantage
against tenderers or suppliers. Employees are furthermore required to ablde by relevant legal
requirements at all times, Where It Is necessary to disclose confidential information to potential
suppliers in order {o solicit bids, Non-Disclosure Agreements (NDAs) must form part of the
tender documentation and must be signed by all bidders.

1.6.3.5 Competifion and optimal value

While considering the advantages to Transnet of maintaining & continuing refationship with a
contractor, any arrangement which might in the long term prevent the effective operation of fair
competition or prevent Transnet from obtaining oplimal vaiue, must be avoided,

1.6.3.6 Gifts and hospitality

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

Employees are not permitted to accept gifts except as stipulated below, or buy goods or services
at arfificially low prices, which are not avallable to the public at those prices, or accept personal
favours and hospitalitly which might, or might be deemed by cothers, to impinge upon the
employee’s sound business judgment. Overseas vislts 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 ete, of the supplier,
this should be for Transnet's own account and be fully motivated In terms of ncrmai laid-clown
procedures for overseas visits.

All declsions 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 meantto create goodwill and establish trust in the business relationship,

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

meals and entertainment;
sdvertising material of small intrinsic velus such as pens, paper-knives, diaries, calendars,
etc;

e Incidentsl business hospitality such as business lunches/dinners, which Transnet is
prepared to reciprocate;
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« complimentary tickets to sports meefings and other public events, but excluding the cost of
transport and accémmodation, which the employee must bear. Inviletions to official
functions should be addressed to the Manager of the particular function or sub-division
thereof, who may delegate a representative,

s the occaslonal 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 occcasional exchange of entertsinment and gifts not exceeding RE500 In value may be
appropriate, as long as such courtesies are not specifically intended to influence any
procurement or sales decislon and are declared in the Declarations Register. Under no
cireumnstances should gifis 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 viclales 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 & result of the
employee’s corrupt or negligent conducl, in accordance with the ordinary principles of delictual
lisbility. Any person who has offered a Transnet employee a bribe may Itkewise face criminal or
civil action andior exclusion from future Transnet business. All tender advertisements, tender
documents and purchase orders must cantain @ 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 hospltality
offered fo 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 retumed to the supplier, or surrendered to
Transnet, or any other appropriate action that may have been taken, s part of the record.

Ali Gift Registers should periodically be reviewed by the relevant Acquisition Councll (AC) at
stich Intervals as may be determined by the relevant Chief Executive Officer (CEQ) 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 signalures of approval are caplured.

1.5.3.7 Provisions of the Companies Act, 1973 {Act 81 of 1973}

1.5.3.8

The following provisions, amongst others, of the Companies Act, are Important.-

Sections 234, 250 and 2686 - 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 efc. with the intent to defraud or
deceive. In such instances the compeany may initiate proceedings ageinst such employse or
past employee whers 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.

Provisions of the Public Finance Management Act (PFMA) (Act 1 of 1899 as amended)
Section 51{1)(8) of the PFMA is of particular importanca to procurement, and reads as follows:-
“54, General responsibilities of accounting authorities

{1) An accounting authority for a public Enfity-
(8) must ensure that that public Entity maintains-
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(i) effective, efficient and kransparent systems of financial and risk management

and [ntemal conrol;

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

{iil) an appropriate procurement and provisioning system which ls 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 conslder in selecting the best sulted Procurement Mechanism

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

High

Bottleneck Strategic

(Critical)

Difficulty to obtaln = RISK {High risk~ Low value) | (High Risk-High value)

(Supplier's rellability and | | Routine Leverage

21
2,141

impact on business) (Low Impact) (High Spend) J

Low T ‘High
Value of Spend
(Supplier's Cost Effectiveness)

Therefare, 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 utillsed:-

NB. The practice ‘of Issuing tenders or reguesting formal quotes merely for budgeting
purposes, or to fest the market, is not allowed. See paragraph 2.2.1.8.below

Interdivisional Support Policy

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 clrcumstances may the external
market be approached for goods and services falling within the strategic Speclallst Units’ core-
competency areas, or provided by a core Division such as Transnet Rail Engineering (TRE). The
business relationship between Transnet Divisions and Spetialist Units must be governed by a
Service Level Agreement (SLA) between the parties.

Transnet Rall Engineering 7 Heavy engineering including locomotive, wagon
{a specialist core Division) and coach repairs, upgrades and maintenance.
The other Specialist Unils are:-

Transnet Capital Projecls : Multi-gisciplinary design, project management and

construction management services, as well as related
rehabliitation, maintenance and emergency services,

Transnet Fuel Solutions Transnet-wide Fuel acquisition, distribution and
{previously known as HSA) management.

Transnet Freight Rail Tralning tailored exclusively for core businessss, e.g.
School of Rail Train drivers, Train Control Officers, as well as software

training in general, etc.

Transnet Property Property management, facllitles management, property
development, and property valualions / surveying

These Specialist Units and TRE MUST be utilised in all Instances strictly in terms of the terms
and condlfions sef 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.p.
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construction or perway related work carried out by Transnet Frelght Rall Infrastructure with its
own resources/expertise, and provided that it is net in conflict with any terms and conditions
agreed upon in the SLA, The same principle applies to other in-house experlise available In the
resident Division such as for example, design work, project managerment, quantity surveyling,
contract management etc.

Only if the above strategically important Speclalist Unit bas 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 Speclalist 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 Al non-core Businesses, such as Freightdynamlcs and Aulopax (Ply) Lid, ete. will henceforth
enjoy no Interdivisional support from the rest of tha 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 fo "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 intemal 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 certaln instances, as part of the disposal agreement of the non-core Business, the parfies may
agree on Transnet's continued guaranteed business for a specified period, In the case of
Viamax Flest, disposed to the Bidvest Group, such & 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 wili 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
thelr final exit), fall within the scops of these procedures and therefore also within the jurisdiction
of the DAC, depending on the value of the transaction.

21.3 Transnet Divisions and Businesses already disposed of some time ago, such as Chernical
Services, have already enjoyed their “interdivisional” support perlod as agreed upon as part of
the disposal transaction, and these ties may be severed In terms of axisfing conlractual
arrangements, Le. terminatjon dates and / or exit clauses. The said services must henceforth be
sowrced in terms of the normal Procurement Procedures {e.g. tender or quotation process) and
the sald entities will be aliowed io tender/quote as well, but will recelve no preferential treatrhent
whatsoever.

2.1.4 The Transnet relationship with South African Alrways (SAA) Is addressed by the Transnet Travel
Policy, copy of which is avaitable on the Transhet Intranet

2.4.5 Transnets Interdivisional Support relationship with Cohnex and Skotaville/AlM/Khumbula Media
Connection has now been terminated.

2.1.8. Whereas the first scenario (paragraph 2.1.1) as well as paragraph 2.1.4, falls outside the ambit
of the Divisiohal Acquisition Council (DAC), see paragraph 1.4.4, the second scenario Le.
paragraphs 2.1.2, 2.1.3 and 2.1.5, should be dealt with in terms of thess procedures and where
applicable, the relevant Acquisition Counclf approvat should be obtained in the normal manner.
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22 ‘The Open Tender process {RFP)

221 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 milion.

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

221.3 When the market is competifive (Le. 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 fime should be available - open tenders should ideally be open for 3 to 4 weeks;
International tenders even Jonger.

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

2.2.1.7 All fenders (RFPs) should close at a specified tender box {or e-mall address i electronic tenders
are aliowed) at a specified date and time. CEQ's of Entities will determine the monetary limits
for tenders closing at the DAC and Reglonal Purchasing Offices. In terms of good corporate
governance, CEQ’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. Thereafier, the procurement department which invited the tender will ba responsible for
the subssquent evaluation and/or recommendation of award of business against the sald
tenders,

2.2.1.8 It is unfair to tenderers if Transnet Entities use the {endering system merely ko obtain market
related prices for budget or benchmarking purposes. Tenderers’ inputs in preparing a tender
invarlably cost them money and it Is unfair to expect them {o incur such fruitless expenditure, if
Transnet has no intention of awarding any business against such tender invitstion. 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
cerain contenders advance notification of a new project in the pipeline. In cases where
Transnet's needs / specifications, etc are siill {oo vague to issue a formal tender, the two-stage
tender system (RF1) should be followed {(Refer to Paragraph 2.10 below).

23 Procurement/credit card purchases

2.3.1 Enliies may at their CEO's discretion introduce the use of buyer andfor cradit 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. Ag a control measure, maximum transaction levels and
permissible maximum expenditure level should be built info the system in consultation with the
card user's manager andfor the financial office.

24 The 3-Quots System for values below R 2m {RFQ/RFP)

241 Procurement of goods and services {or offers recelved) less thar; 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,

With refatively low value purchases, circumstances may be such that i is just not possible,
practical or economtcai!y viable to call for open tenders. A manager who has been granted
such specific powers in terms of histher, Special Delegation of Authority may, within
histher 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 transeaction does not excesed
R2 miifion, but is still within histher own delegated powers. This Is provided that, in ths
oplnion of the manager, It Is in the best interest of Transnet. Should this not be tha case,
the tendering process, as outlined In paragraph 2.2 abovs, should ba followed. Three
quotes are not required for items that fall within a current existing contract with a preferred
supplier {i.e. A naw iype of stationery item is needed and Is suppliad 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,

NB: The 3-quote system is intended for nonrequent purchases of falily low value. It should
not be used on a continual / repetitive basis for the same commadity Le. instances where the
same commodily Is purchased (sometimes even from the same supplier), but on different
purchase orders / requiisitions, 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 info a fixed
ferm as-and-when-required contract. Altemailvely, if market prices of the commodity ars too
volatile, making it Impossible to obtain. firm prices for a specific period {even with price review
mechanisms included), consideration shouid be given to short term as-and-when—equired
contracts, In this way there would be no need to artificially keep the individual orders below the
3quote threshold. This will not only reduce the number of individual purchase orders, lessenmg
the administrative burden, but will also attract better prices since the order values are larger
(economies of scale benefi ts).

CEOQ's may at their own discretion and bearing In mind the specific needs and purchasing focus
of different managers In the Division's hlerarchy (l.e. Procurement and non-procurement), decide

to allocate different powers to different managers in terms of their Special Delegation of
Authority. For exampls, 2 Manager in the Training Depertment should not have Delegated
Powers 1o invite quotations, or to contract, as a segregation of dutles must be maintained at all
times to ensure good corporate govemance. Hence all purchasing aclivities should be
undertaken by the procurement function, which firstly, is objective since they are not the end-
users, and secondly it has the necessary struclures In place o ensure proper segregation of
duties, i.e, &8 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
CEQ (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 o a certain
value, and secondly for the award of the business resulting from such 3-quote system.

Similarly, the CEO at his/her own discretion and within the regulatory frameworis laid down by
Group Financlal Services, may Infroduce ite own unique control mechanisms for these *low”
value transactions (e.g. Petly cash policles, elc). 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 locomolive spares section of the
procurement depariment, 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 mechanlsm, L.e. from lowest e.g. say less than R2 500 for telephone
quotes, 0 R180k for certain procurement officials {say statloneary), up to the high-value quotes
say more than R150k o less than R2m reserved only for cerfain procurement officials Involved
in high value commeodities (such as locomotive spares).

NB: Such higher value quotations (say those In excess of R150k) should be regarded as formal
quotations i.e. recelved in a sealed Tender Box by a specHied closing time, properly stampsd
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and recorded on a tender list, elc. (Refer to Part 3 ~ Issue and Opening of Tenders and
Quotations).

245 It is imperative that BEE Suppliers also be utilised, as this mechanism is considered to be the
best avenus to ensure entry levels for prospective BEE entrepreneurs. Optimal value and
fa'rness are important considerations and thersfore the practice of channelling all business to
one or two BEE suppliers while there are many, should be avoided. In such Instances the
Divisior's BEE Database or Content Bureauw's Vendor Master should be utilised on a rotational
basis. Depending on the number of BEE companies appearing on such fist for a specific
service or commeodity, 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.

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

25, Confined enquiries for proposals/quotations invited {or offers recelved) more than R 2m
in value {(RFPIRFQ)

25. This mechanism is only to be used In clrcumstances where due to urgency, emergency or a
restrictive market, it will not be possible, practical or economically viable to invite open tenders.
Depanding on the degres 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 nol close at DAGC, but DAC to approve award - 2.5.2.(i)
- authority o confine and award, DAC Informed only afier award - 2.5.2.(ii)

- emergency — obtain retrospective-authority from DAC afterwards - 2.6.2.2.

26,1 A devlation from the procedure prescribed for the calling of tenders may be authorized in the
following clreumstances:-

2.5.1.1 If the value of the ransaction exceeds R2 miltion, the matter must be fully motivated in writing fo
the CEO or histher duly authorized delegate for prior written authority to confine. Only if be/she
agrees that the reasons advanced for the proposed confinement is in the best interest of
Transnat, 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 conflnement excesd the Dslegated Authority of
the relovant 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 Transnst Group Dslegation of Authority {Group Limits of Authority)
Copy avallable on the Transnet Intranet, as well as the relevant PPM Circular avallable 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 bs 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 amotint before business is awarded,

252 In execeptional clrcumstances where it would be impossible for the quotation to close at
the designated venue, the CEO or his delegate may authorise that:-

® The quotation close at the local depariment itsalf, and/or
(i The quotation / offer be accepted without the DAG first having considered the actual
award of the business fo the successful contender,

This should be fully motivated in the original request for confinement fo the CEO, his delegate,
or higher authority, (see paragraph 2,5:1.3 above), depending on the R-value of the proposed
transaction. Such confinement approval shall be obtained in writing, for the purposes of the
necessary audit trail In terms of good corporate governance principles.
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2521 The matter shall be reporied for the information of the relevant authority (or CEQ or
relevant delegate) immediately after the actual award of the business, indicating full details
of the award.

2522 NB:In emergenc.es such as derailments the work is performed, and a full motivation submitted
only afterwards in the normal manner, fo obtain the necessary “retrospective authority for
confinement’. This is because it would be impossible to obtaln 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

2.8.1 This procurement mechanism is ideally suited for the strategic, high-value, high-risk items, non-

standard itermns which are not available *offthe shelf”, or where equipment can only be obtained
from QEMs {Original Equipment Manufacturers) or limited suppliers.
NB: "Approved Supplier” status can only be attached 1o a supplier after the process as stipulated
below has been followed and DAC approval In terms of this paragraph has been obtained.
Approvad Supplier status cannot be acquired merely by being on the Division’s Vendor Master
or oh a BBBEE Manager's List of EME or QSEs for a specific commodity or service,

26.1.1 A CEQ may, at hislher discretion and sublést to the concurience of the DAC, decide that
quolations for certain specialised goodsiservices which are In constant demand and not freely
avallable In the market or which are manufactured eolely in accordance with Transnet's own
specification, be restricted to only those suppliers who comply with the relevant Transnet
requirements, as laid down from fime 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 duse to specifi¢ circumstances it is considered more advantageous for Transnet to cali
for open tenders in respect of such gocds/service. Where the approved list Is used,
open tenders should not be Invited.

{if) 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 categoties 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 obtaihed (paragraph
2.8.42) eq..

{8} Preferred suppliers are those who have been cerlified as bast suppliers by means of 2
thorough certification process based on their past perormance, price, quallty, delivery
as well as their innovative and pro-acfive response to unforeseen events in the market
e.g. increase In demand, changes in specification, new technology, improved processes,
ete.

{b) Strefegic supplier partnering is a co-operative and collaborative way In which the
specific buyer and his/tier key suppliers intensively Inferact with each other to achieve
muteal “win-win® fong term benefils. The goods/services purchased from these
suppliers ere always of strategic imporlance to Transnet, resulting in long ferm
commitments, confidentlal information sharing, co-operative and continued improvement
sfforts, all of which facilitate the sharing of risks and rewards. Forma! and thorough
supplier performance evaluation mechanisms should be in place o ensure that the
relationship remains sound end 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 o constrain market competition, it is imperative that all approved lisis be

26.2
2621

283
26.3.1

264
26.4.1

adveriised at Jeast every 2 years, by means of a public notice in the appropriate media, inviting
all interested parties fo submit applications for possible inclusion on the relevant approved fist A
list of all approved lists, with thelr respective specifications, efc, {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 elecironic websitesitender bulletins, where available, to promote easy access
for possible newcomers in those markets. Any possible new applications recelved outside of the
2 year adverfising 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.

Framing of approved lists

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:-

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

(£3)] By framing an approved list in the light of experience gainad and/or tests carried
out In the past, in instances whare. it is possible to frame a sufficiently com+
prehensive st of preferred suppliers without previously having resorted fo (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 incluslon on the
approved list, but whoss 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 asplring applicant is awarded a porlion of the contract for
evaluation purposes and performs salisfactorily, thelr nams 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 fransformers for electric substations, sle.

Suitabliity of supplier for inclusion

No name shall be included on any approved fist, unless the business in question is suitable to
undertake Transnet’s contracts and —
i) is able o manufacture/supply goods or fo render services of the magnitude and
standard required,
(i) If so required, has submitted samples or delivered goods which have satisfactorily
passed Transnet's tests.

NB: Specifications must be drawn up to promote falr compstition as much as possible.
Compiling of a specHication around one supplier’s product should be avoided at alf cost.
in the interest of cost-sffectiveness, Entities must attempt as far as possible to procure
off-the-shelf goods as opposed to drawing up its own specHlcations. Alsc refer to
paragraph 4.15.1 below regarding patented articles.

Removal of name from the approved Jist
The name of an enterprise may be removad from an approved list at any time if the enterprise:-

{ Has been convicted of any offence under any law relating fo wages, hours of work or

O?‘”"‘"}‘
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other conditons of employment,

(i Fails or ceases to comply with the requirements of such approved list;

() performs unsatisfactorily when meastred on any of the following criteria; imeliness,
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 sppear 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 o carry on business under that name and has not informed Transnet of this
change;

()  Has been dealt with in terms of Transnet's List of Excluded contractors;

{(vi)  Has shown litile interest over a reasonable pericd to submit quotations when invited to

do so or has not bsen awarded any business over a reasonable period due to non-
compefitive prices;

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

2.6.4.2 The framing of an approved Hst or any emendment thereto has to be approved by the
Divislon’s CEO upon a recommendation from the DAC, which will also be responsible for
the distribution of the List within the Divislon. Should more than one Rivislon be utllising
the same Approved List, the DAC should Haise with SSM which will distribute the sald list
to the other relevant DACs. The Divislon which initiated the List will, howsver, be

responsibie for the pericdic updating thereof.
285 Procedure for the invitation and recelpt of quotations in terms of approved llats

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

265 Representations to the Genaral Manager, S5

2.8.6.1 Any person or enterprise whose application for inclusion on the approved list has been refused
or whose name has been removed iherefrom, may make reprasentations 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.

26,7 Confidentiality of Approved Lists

2.6.7.1 Information regarding Transnet's Approved Lists shail be regarded as confidential and may not
be disclosed o 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 utllised, nor shall the unsuccessiul tenderers be advised of the name
{or price) of the successful tenderer who had heen awatded the business. This is to
prevent the possibllity of collusion between a limited number of suppilers appearing on
an approved llst. In accordance with paragraph 6.3.1, unsuscessful tenderers should
merely be advised in which category(les) they ware unsuccessful.

2.7 Post-tender negotistion

271 Postdender nagotiation Is an effective tocl fo drive down cost and can be used very effectively in
conjunciion 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 il fechnically compliant tenderers, or a selected short-ist, or even with the prefemred bidder
only (as duly approved by the relevant Acquisition Council), but subject to the foliowing provisos
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to ensure good corporate governance. Refer to paragraph 2.7 regarding posi-fender
negotlation on ClDB-tenders.

272 \Where posttender negotiation is envisaged, the fender document must clearly indicate this
intention. The thresholds and evaluation criteria which will be used to control entry into the post
tender negotiations must alse be disclosed at the oulset of the tender process.,

2.7,2.1 Before post-tender negoliations are conducted with the preferred bldder or shorl-listed bidders,

i must be duly approved by the relevant Acquisiion Council. The R-value of the proposed
contract io 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 detarmined

- The composition of negotiating team

- The targeted price reduction (say 10% discount)

- BBBEE commitment and

- Other aspects that will be negotiated to achleve a "win-win" situation, e.g. payment

terms, minlmum order size and frequency, delivery/iead times, ete,

2.7.2.1.1%t would also be accepiable, especially on transactions falling below the AC minimum R-
thresholds, for certain officials, preferably in Procurement, {o be given specific smndirg
delegated powsrs 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 Speclal Delagation of Authority of the
relevant official. The Slanding Delegation of Authority must cleardy refiect the maximum
transaction value for which the official may conduct Post Tender Negotiations. A standing
authority to negotiate le distinguishable from a standing suthority to communicate {refer to
paragraph 3.18 below) and separate authority must be obtained. Standing delegated powers to
nagotiate will be granted with great circumspection and only te employess 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
appropriats 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 followad in determining the shortlist of bidders negotiated with, delails of the agenda
that was negoliated, 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 stich standing authonty 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-tading
which is an unfair business practice and such misconduct will not be tolerated.

27.2.20n h:gher value fransactions, the negoliating team fo be appointed by the relevant AC, shall
comprise of progurement, technical, financlal and commercial (marketing) and legal disciplines,
{(where appropriate), to facilitate unity of purpose from Transnel's parspective and to enable the
tenderer to deal with all relevant matters before making a final offer. Post-dender nagotiation may
only be conducted by expert, rained negotiators. Highly skilled negotiators will be drewn from
S8M 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
ferms of Transnets Code of Ethics. !t is also important that all members of postfender
negotiation teams should sign Declarations of Inferest and Non-disclosure/confidentiality
agreements when appointed fo such teams. Such signed forms should be kept on the
applopriate contract files.

2.7.2.3 A fixed Sormat must be followed in all negotiations and this format must be made known in
edvance to all bidders. In {erms of falmess, as far as possible the same agenda must be used
with all short-listed supgpliers 1o ensure that ali suppliers are provided with the same Information.
The objectives of the negotisling team must be recorded in consultaion with the financial,
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technical and commerclal discipline concerned and duly approved by the relevant AC. The
financiel advantages, or other objectives sought (e.g. BEE commitment, faster delivery, efc.),
must be quantified and no negotiation will be regarded as final until 2t the approved objectives
have been properly negotiated by the negoliating team, and the resulls recorded in writing
against the envisaged abjectives.

Negofiations must be preceded by thorough research and a caucus discussion by the cross-
functional negofiation team to be able fo oblain a co-ordinated approach. Under no
circumstances should a preferred bidder be informed that *he has been awarded a contract’
prior fo the post—iender negotiation process, as that would jeopardise Transnet's negoliation
powaer, This is pariicularly mportant i 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 sscond-best), unless such bldder was
also on the short-dist, 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 fo one or more than one contender, should egain be
presented to the relevant AC which approved the preferred bidder/shori-list — refer to paragraph
2.1.2.1 above.

Decisions reached during the negofBiations with the fenderer 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: Wherte post-tender negotiations are conducted with a duly approved shortdist of preferred
bidders, alf such bidders must be requested to deposit their “best-and-final offer” in the tender
box by a set c!osmg date. This methed may also be employed In the single preferred bidder
scenarlo, if there is reason to believe that this may yield a further price reduction subsequent to
the negotiation session.

Contract negotiation

This mechanism is nomally used where an oligopolistic or a monopolistic situation exisis
whether so dictated by market forces or because of legal or proprietary rights such as patents,
registered designs or licenses.

The prescripts for Contract negotiation are exacily the same as those for Post-tender
negotiation, except that for posttender negotiations, authorily to negotiate is obtained after the
svaluation 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 auihoﬁty must be approached for prior approval biefore golng to market. (i.e. the sole
supplier is engaged), The motivation should Include similar details to that in paragraph 2.7.2.1
above.

Decisions reached during the negotiations w:th the sole supp!aer(s) muat be reoorded in concise
minutes, This-record-ghall LRO and e
negotiator and kept as part of the record. Alternatively, all tenderers with whom confract
negotiations have been conducted could be requested to tender their negotiated {or better) price
by depositing thelr final bid in the tender box before the set closing dateftime.

Should sxceptional circumstances necessltate a contract being concluded forthwith, e.g. without
DAC's approval, the necessary mandate should be obiained from the reguired authorily before
negotiations are conducted and a contract concluded. Detalle of the contract concluded must be
submittad to the relevant authority as soon as possible after the contract has been concluded.

Long-term contracts
This machanism is used in instances where high value goods of étrateglc importance to

Transnet are purchased and where considerable Input is required from the supply market, the
costof which cannot easily be recovered over a relative short period of ime. Long ferm
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contracts will Indicate commitment from both contracting parties and will generally Tealize
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
pracess should be followed with the subsequent negotiafion 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 obtalned,

2.8.3 In instances where posi-tender negotiations are considered advisable and in view of the long
ferm commitment to such suppliers, it is imperative that alf aspecis pertaining fo 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 fhe prescripts on posttender
negofiations.

240  Two-stage tendaring system (RFI/RFP process)

2.10.1 This mechanism Is used in assessing the availability of productslsemces where there Is no clear
specification of reqguirements or where the suitabllity of service providers must first be
determined prlor to the undertaking of any development work.

2.40.2 In the first stage, which is the pre-qualification stage, prospective bidders are invited by means
of an open Request for Information (RF1) to submit thelr proposals. These RFis are retumable
to the DAC's designated closing venue in the nommal manner, it is advisable to feduast
prospective bidders to provide rough ball-park costing eslimates during this first stags, otherwise
the possibility exists that Transnet may be exploited, especially if only one bidder eventually
makes the shortlist,

2.10.3 All the RFs recelved are evaluated for suitability in accordance with pre-determined evaluation
ciitetia which have been made avatiable {o all contenders in the RF! documentation. After
svaluation, & recommendation must be made to the DAC or relevant authority regarding the
eligihility of bidders to participate in the second stage. Should the DAC agres with the
recommendation made, it effectively "authorises” that the second stage be *confined” only to
those selected bidders on the shorilist,

2.18.4 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 detslled
development studies and cost estimates.

241  Fixed psriod coniracts {as-and-when re¢uired)

2.11.1 This mechanism is employed where a conlinuous 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 perods of one or more years depending on the commodity.
Estimated quaniities are merely given a3 a rough indication of our requirements but cennot be
guzranteed o the supplier. This mechanism is ideally suited for off-the-shelf commodities, but
may also be usad on Approved List purchases. By congolidating the Division’s (or Transnet's)
buying power, gl depols/reglonsiports of the Division (or all Divisions i.r.o. a Transnet wide
conlract - see paragraph 2.12 below) will benefit from the resultant lower price.

2.11.2 Divisions must draw thelr requirements against these transversal contracts, and may not
purchase outside these conbracts, even If betier prices or terms can be obtained locally.
{rportant ta nots that the TCO is based on total volumes over the full contract duration and
maverick purchases could destroy this value.

2.11.3 SSM wil immediately advise the relevant DACs as well as the CEC and CPO of each Division
when such a Transnet-wide nalional coniract has been concluded. The CPO must then ensure
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that all buyers in hisiher Division are made aware of the existence of such conbract and use it fo
draw their requirements from it.

2.41.4 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 conciude 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 §.4.4 of the Transnet Group Delegation of
Authority {Group Limlis of Authority) - avallable on the Transnet intranet. ’

2415 NB: It is unethical and not in Transnet's best interest for Divisions to use such exdsting conlracts
as a basts for further negotiation. Purchasing oufside 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,

212 Transnet-wide [ Natlonal 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 & specified contract period, This can
lead 1o considersble 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 Divislons’
oparating budgets.

2422 Such consolidation of buying power will be negotiated with and on behalf of &l the relevant
Transnet Divisions via the SSM cross-functional Strategic Sourcing Teams. No Division may buy
oulside & national confract, unless the necessary prior authority has been obtained from the
(GM: 85M.

9123 National contracts can also be on an “as-and-when fequired” 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, el

Also refer to paragraphs 2.11.3 ~ 2.11.5 above as these apply to both fixed perlod and
Transnet-wide contracts.

213 Disposal of movable and immovable goods

2.13.1 Disposal of all movable goods must be -properly controlled and Divisions must have proper
disposal policies/procedures in place for the disposal of such assets. Where the Division does
not have the necassary Delegated Powers, the manpower or expertise {0 disposs 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 behailf of the Division. Refer to the Transnet
Group Delegation of Authority {(Group Limits of Authority) available on the Transnet Intranet.

2132 There are, however, specific commodities such as ferrous scrap {steel) and non-ferrous sorap,
which are dispased of In terms of a single Transnet contract for better control and to curb the
theft of thoss valuable materials, (See Disposal Policy available on the Transnet Inlranet for
details). Other commodities as issued by the GCE {or Group Executives) from time io fime are
also addressed and / or appended to this procedural manual, e.g. Disposal of redundant PC
equipment, cell phones, stc. Redundant office squipment and furniture must be disposed of in
terms of the individusl policies/procedures as laid down by each Division, (Refer fo paragraph
5.7.1 below)

2133 Disposal of all redundant fixed property falls outside the scope of these procedures. {Refer o
Paragraph 1,3.3.4. above for Exclusions) and is subject to prior written approval of the CEQ,
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 Authorily} - Available on the
Transnet infranet. '
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244 Appointment of consultants

2.441 Authority to appoint a consultant and the DAC’s involvement

21441

21412

21413

244,14

21418

Regardless of the value of the business or procurement mechanism used, no person
may appoint a consuliant 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) - Avallable on the Transnet Infranet. Any additional work or extensions to such
consultancy confracts exceeding 10% of the original contract value should be regarded
as another (new) consultant appointment and subjected o the same approval process.
Extension or addifions not exceeding 10% in vaiue should be submitied to the relevant
DAC for prior approval before such addiions / extensions to the confract may be
authorised,

Transnet entities shall have appropriate and fransparent selection procedures for the
appolntment of consultants.

After approval is obtgined 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
fransaction the same es any other ie. 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.

Tenders should be invited for consulling services where at all possible, but especially
where;-

U] there is competition in the market; and/or

(i) 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

(i) an external organisation Is parly to the appointment of the consultant.

If it is not possible to invite apen tenders, at least 3 RFPs (if possible) should be
obtained.

2.14.2 Definitlon of a consultant

2.14.2.1

21422

21423

2.14.2.4

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 speciallsed
skills. This definition excludes anvone who also carries out the physical work or provides
the end product. Such constltancy service nommeally pertains fo a specific project and
therefore should be non-repetitive in nalure and is usually confined to design work,
investigation or advice on management, financial, business or technical matlers based on
hisfher own professional or expert advice.

A constltant does not supply the ultimate end product but merely gives &
recommendation or supports the imptementation of recommendations based on his/her
expertise of the best salution to a specific problem, '

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 thersfore acquires
the status of a “contractor”.

Should a "consultant” in performing his/her functions have to periorm physical work,
for example drilling of test holes in order to provide a sub-surface soil report, he/she
achually provides the end-product and should therefore be regarded as a Conlractor.
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2143 Cognisance should also be taken of the difference between a labour resource contractor
and consultant. Kindly note that the utilisatlon of labour brokers for the sourcing of
temporary employment (o.g. private secretarles, data capturers) does not fall in the
category of a consultant and should be regarded as a normal sourcing of services.

2.44.3.1 Definition of a labour resource Confractor
An external service provider required to provide:-

0]

(i)
(i)
(tv)
(v)
{vi)

(vi)

(vill)

2.14.3.2
)

(ii)

(i)

(v}

2,14.3.3

A new skili which Transnet does not have yet.
A skilt which Transnet does not have enough of.
A sili for & once-off job
A historic or legacy ekill which is not warranted to exist in-house.
{Deliverables: Day-to-Day Analytical, Project or Operationa! capacity)
Example: A SAP speclalist employed for a pericd of 2 years to assist
with the implementation of a SAP program throughout Transnet.
Attributes: -
() {s a natural person®,
(b Is engaged via & normal HR process for a minimum pesiod of 3
months and a maximurn pered of 3 years,
{©) Has an employment contract with Transnet, and s paid a salary via the
payroll.
() Motivation to HR must include why the required capacity is not
avallable in Transnet. o
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 ascerained
whether such individual(s) have the necessary work-permits 1o be employed in
South Africa.

Definition of a labour resource Consultant

An external advisor required an the basls of hisfher expertise, Research and

Development, Speclalist knowledge, or past experience for

(2) Operational, Tactical, or Strategic input

{b) Design

{©) Problem Solving (Specific).

(Dsliverables: Specification, Design, Report, proposal i.e. not the ultimale
end-product which still has to be provided In terms of the
specification design etc. provided by the consultant.

Example: An Engineering Consultancy firm contracted to prepare the
specification 2nd Design Drawings for the construction of a new
Ship fo Shore Container Handling System.

Attributes:

(&) Is & Juristic Person, of member of a Juristic Person.

( Is engaged via a standard Procurement Process for Goods and
Services (i.e. Specification, Advertisement, Tender, Evaluation, Award,
of alternatively Confine, as per standard Procurement Process).

(©) ls paid via an lfivoice.

) Motivation to relevant Authority (refer to paragraph 2.14.1.1 above)
must Include why the required capacity/expertise is not available in
Transnet.

NB: In order to accommodate emerging “One-Man Businesses”, itmay be
appropriate (and cheaper) in the case of single person CCs, o engage the
resource as a Contractor f that is the required skilVcontribution. However,
tabour regulations (PAYE, etc) must be adhered to.
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Fundamantal Principles

i As a broad and all embracing objective, the following fundamentz! principles
will apply with regard to the seleclion and appointment of consultants.

(a) The ufilisation of consultanis which merely duplicates management
positionsffunctions 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 confributions or inputs defined.

(d} Where applicable there should be skills transfer to Transnet's own staff,
A skills transfer programme should be embadied within the consulting
contract as-part of the delivery mechanism wherever this is practicable.

{e) Appropriate confracts should be negofiated 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,

I\] Consultants employed must have the required skills to ensure that
Transnet is not exploited a3 a training ground. The skills and expertise
of consulfing 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.

() Incidental expenditure such as meals, telephone, local and overseas
air travel as well as molor car and accommodation allowanges 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
cansuliancy contracts.

{h) Good corporate governance requires that Transnet avoid using
consultancy services that may be provided by our external audiiors,
Any potential use of these consultants must be reviewed by SSM o
ensure proper use of these services.

e-Procurement Call-offs

E-Procurement is an effective iool Io efficiently do call-offs from already approved National-
and As-and-when-required contracts, by utilising pre-approved cataloguss/hotiists,

Fixed Term e-Coniract Suppliers

The following benefits cari be achieved by Transnet through the use of fixed-term contracts
{(whether supported by SAP or an e~-Procurement system) and their suppliers:-

1)

(i)
i)
(iv)
vy
(vi)

Improved control for standardization, consolidation and leverage of ihe Transnet spend.
reduces off-contract / maverick buying.

consclidates volumes for leverage, which reduces item unit prices.

reduces procurement process costs,

improved procurement governence and strategic sourcing.

enables the development of best practices that can be shared throughout the Group.

Caommodities being purchased through the e-Procurement system will therefore be from
one or more Contracted E-Suppilers only. These contracted E-Suppliers will have bsen
sourced by the relevant Strategic .Sourcing Team of the Division, having considered
standardization andfor consolidation as far as practically possible, To ensure faimness
and transparency, contracted E-Suppliors will only be placed on the system affer one of
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the normal procurement mechanisms have been utilized and approval by the relevant
Acquisition Council, if the estimated value expected o 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 toof to efficiently conduct call-offs
against such duly approved coniracis.

NB: The e-procurement system to be ufifised for this purpose (whether the Supplier’s or
Transnef'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 precedures and principles, and will
also be responsible for the submission to, and obtaining the approval of the Transnet
CIO Council.

2,18.1.2 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 Gommodity 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 Councll approval for the increase of the estimated contract value, or any
amendment to the contract {6.g. adding of additional ltems o the catalogue/hollist), Is
obtained timeously. C

2.15.2 Non-catalogue items from Gontracted E-Suppliers

Whera approved catalogues for a specific comimodity 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 obtalning 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 (L.e. the 10% rule).

2.15.3 NB: The nommal principles which guide the Procurement Procedures also apply to e-
Procurement.

215 Income Generating Contracts fand 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 exarmple
Frelght Rail negotiates an income generating contract {i.e. no open tender process) to transport
fuel from the Port of Durban to Zimbhabwe. This would be a pure Income generafing contract and
although it might require Freight Rail Exco or even Transnet Board of Direclors approval, it
would fall outside the scope of the PPM and DAC approval would not be necessary. (This is if
Freight Rafl's existing Infrastructure and rolling stock can cope with the contract).

2.16.2 Hawever, If Freight Rail needs to purchase 2 additional (ccometives and 80 rall tank wagons to
provide this service (fulfil the confract), such associated expenditure / procurement contracts
would fall within the ambit of the PPM and would also require prior DAG approval,

2.16.3 The only exception to this rule would be in circumstances where a Transnet Division, Specialist
Unit or Business needs fo respond to an external tender invitation {e.g. Rail Engineering
responding to & tender issued by Metrorall for the supply of suburban coaches). [n such
instances the limited fime available to respond to such tender Invitation would not aliow the
Transnet Division, Specialist Unit or Business 1o 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 pirchased externally. In such cases, irrespective of the monetary valua of such
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transaction(s), the CEQ may authorise such confinements and/or approve the selection of
possible joint venture partners/subcontractors, elc, 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 incoma 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 subconiractors/dV Partners performed, was the project completed on time, eic.

2147 CibB-Tenders and NEC Contracts
2471 Scope and Definltions

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 consbruction 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 Gode 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 2008, 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 confract may be awarded to a contraclor, 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 - SR200 000 to Level 9 - 2R100million). This also implies
that the newspaper advert, Notice to Tenderer and Tender Data musi indicate that only CIDB
Regisiered Contractors will be considered. To award such a confract to a non-CiDB-registered
conifractor would be a criminal offence, The alpha-numerics associated with Contractor Grading
Designations are depicted on Annexure G of the Slandard for Uniformity.

3, A Register of Projects: in order for the CiDB to keep track of projects and bulld a datdbase of
contracts, the Register of Projects was introduced. An employer must within 21 days of awarding a
contract, reglster the contract on the Register of Projects if the value of the confract 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 3¢ November 2005,

4, Sta:ndard 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 conlained in the CIDB Board Notice 88 of 2005.

Apart from Best Praclice Guidelines issued by the CIDB, it also selecied 4 suites of best of breed
contract documents {general conditions of contract), all of which are wall 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 fine with Transnet's procurement mechanisms and are reflected below for ease of
reference.

CIDB Standard Procurement Transnet equivalent in terms of PPM,
Procedure Part 2, Procurement mechanisms
P1. Negotiated procedure Contract Negofiation PPM 2.8
or Confinement PPM 2.5
P2. Nominated procedure Approved List PPM 2.6
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P3. Open Procedure Open tendering process : PPM 2.2
P4. Qualified procedure Stage 1 of 2 stage tender PPM 2.10
{expression of inferest) or adverlisement for framing of an Approved
List PPM. 2.6.2.1.
P5. Quofation procedure Confined enguiries < R2m : PPM 2.4
P6. Proposal Procedure Not a preferred procedure in Transnet If
{Two envelope system) justified in specific circumstances, it Is
sudgested that DAC approval be obtained
prior to going fo market,
P7. Proposal Procedure Two stage tendering system : PPM 2.10
(Two stage tendering)
P8. Shopping procedure Three guote 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 Financia] Offer and Preferences
Method 3 Financial Offer and Qualily
Method 4 Financial Offer, Quality and Prefarences

The CIDB requires that the tender document (Tender Data) indicate which of the above 4

evaluation methods would be used in a paricular tender svaluation. In addition, it is also

required that the welghtings of the 3 main components be disclosed in the tender document sa

that tenderers may consider this during preparation of their tender response. For example:-
Financial Offer (Price/TCO} - Bo*

Quality = 40
Preference (BBBEE) = 10 _(always 10 in line with PPPFA)
Total = 100

* - The weightings of Financial Offer and Quality may be adjusted depanding on the merits
of each case, but should always add up to 80. For example, on a specific consultancy
service the weighting may be 70 for quality and 20 for price.

* in addition fo 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, wili automatically be
disqualified and regarded as non-responsive.

Extrerne care must be taken where Mathods 3 or 4 are used. In most instances, the svaluation
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 fo best quality
avaliable. [t is recommended that where possible, quality be introduced as eligibility criterla in
the Tender Data. It is anticipated that Transnet, in most instances, will be using Method 2 for
svaluation of tenders, Refer to Part 8 for more detail regarding Price / BEBEE svalustion.

Other CIDB prescripts

1. Prices must be road out al public tender openings. However, the CIDB has agreed that Transnet
need not read out prices, as this would compromise the posttender negotiation process. The
recuirernents of paragraphs 3.11 and 3,13.2 as well as 6.3.1 therefore also apply to CIDB tenders.

The maximum limit for 3-quote sysfem 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,

The validity perlod (option date) of CIDB tenders may not exceed B 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 dus to unforeseen circumstances, resulting in validlily dates explring, tenderers
may he raquested to extend thelr validity pariods. Please, however, refer to paragraph 3.6.2 below
for the consequences of extending opfion 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
photocopled, Tenders completed in pencil may under no circumstances be allowed. This
requiremant must be clearly stated in the Notice fo Tenderer, [over and above the Standard
Conditions of Tender {(Annexure F of the Standard for Uniformity)).

6. Afl late tenders must be returmed unopened. In eddition, if only one'tender had been received and it
Is the intention to rather cancs! and re-fssue (in such a case the 6 month requirement per paragraph
4 above would not apply), this wili only be allowed If the one tender received Is returned unopened.
Divisions must therefore have procedures in place o 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 fo the norm (See paragraph 7.5.1.1 below) because a CIDB tenderer may have
besen awarded another contract in the interim and does not have the capacity to undertake both
contracts. :

8. Payments lo be mads within 21 days from date of involice, otherwise interest at Prime plus 2% will
automatically accrus. Divisions may however stipufate its own payment conditions In the Gonlract
Data of the NEC confract templates utifised. 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 bave 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 expeditiusly. Late payments could be considered as *fruitless and
wasteful' expenditure in ferms with the PFMA.

9. Tender prices may not be adjusted due to arithmetical errors mada by the tenderer. This Is one of
the very strict prescripts of the CIDB and MUST be complied with. [f there Is an arithmetical error in
the calculation of the pricing of & particular item the fotal will have precedence. The unit rate has to
be adjusted, if the fenderer is not prepared to adjust his. unit rate to bring it o his tendered lotal 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 Unlformily, however, also allows for the correction of arithmetical ervors,
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.

40. The varlous monefary limits laid down by the CiDB, as well as the Rand values of the differant
categories of contractors e.g. the CE 5 ! >R3m to s Rbm are Inclusive of VAT. This is imporiant
since Transnet monetary limits (delegated authorities) are all exclusive of VAT.

14. ANl CIDB information relating to BEE stiff refers to the PPPF Act, which is based on the narrow based
principle. Transhet 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
#praference” 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 administéring & Hist of excluded fenderers. (Contraclors 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 aufomatically be “non-responsive”, For easy reference, the CIDB’s List
will be published (and updated) in tandem with Transnet's own List of Excliuded Tenderers. The GM:
SSM wil 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 fo incorporate postdender negotiafions 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, repalr, maintenance or alteration of
mechanical material handling systems and liffing machinery in relation to the movement of
containers and bulk materlal. A copy of the CIDB's lefter dated 14 September 2007 in this regard
is available on the Transnet intranet.

15. As mentionad before Transnet decided to standardise on the NEC suite of dosumenis. The NEC
documents, mainly differ from the now defunet E5 document in the following respects:-
. whereas the ES almed to place all the risk on the contractor (which unforiunately comes at a
premiumy, the NEC advocates the principle of fisk sharing. |
- similarly, the NEC allows for the speedy and amicable settiing of claims and disputes between
the two contracting parties without having to resort to expensive and protracled 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 jurlsdiction of the “Project Manager”
and to a lesser degree the “Supervisor®. The NEC also grants cerizin powers {o the “Employer”,
i.e. the CEO or his / her delegate whe signs the aclual Contract in terms of a proper Special
Delegation of Authority document. These Transnet employees or agenis are appolnied in person
and by nams 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 AG approval in terms of their specific
delegations, both in their personal capacity {i.e. by virtue of thelr Special Delegation of Authority), as
well as by virlue of their appointment as either Project Manager or Supervisor in terms of the NEC
contract. .

Al such powers exercised in terms of the contract and which enfalls a material amendment fo 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 coniract and will have to be reporied to the AC.
Certain compensation events [e.q. additional work >10% of the Inilial 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 REXs

NB: Chapters 3 to 8 will apply. to all the procurement paths mentionsd In Part 2, unless
otherwise stated, The Tender documents should be compifed strictly In terms of laid-
down guidefines. Refer to the various standard forms and tempilates and the Contracting
Procedures Manuals for Transversal tonders and Divislon-specHic tenders, avallable on
the Transnet Intranet.
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ISSUING

3. Al notices and adverts calling for tenders / quotations shall be issued in the name of
Transnst 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 fo the name of Transnet Limited, eg. Transnet Freight Ral, a Division of
Transnet Limited (Reg. No. 1880/000800/08). Refer to the various media advert templates
available on the Transnet Inlranet.

312 The rationale for Issuing such hotices in the name of Transnet Limited is that every legal
document has to reflect the registered company name l.e. the legal persona of the company
which will be coniracted with. The tender advertisement is a legal document as in legal terms
this becomes the request to offer to which any interested parly can respond by submitting an
“offer”.

32  Notices and adverts Inviting tenders or quotations should reflect all important
information pertaining to the collecting and lodging of such documents

321 Notices and adverlisements calling for tenders shall include the following:-

the tender number, .

a brlef 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 fenders must be lodged,

information pertaining to site inspections or pre-tender briefing sessions,

the contact person's address and telephonelfax number, and

particulars of Transnet's fraud line.

L ® O % B & W

322 Tho 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 requlremsnts for CIDB
tenders)
Employees fisted In fender 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 fo reveal additional information not in the tender document, to one contender and not to the
others. In such an event, in the interest of faimess, 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 @ tender {i.e. before the closing date) should be handled with
ciroumspection so as not to favour one tenderer above the other. Refer to paragraph 3.152
below for the rules pertaining to site inspections and tender briefing sessions,

32.3 The notice 7 advert shaill be duly published on or before the day of issuing of the tenders.-
Tenders may be published in tiade magazines, newspapers which are distributed locally or
wider, in electronic tender bulletins, other media which specifically targets specific
markets or 'smali business enterprises, whichever is best suited to reach the potential
tenderers, The office responsible for placing the adverts shall retain copies of all adverls as
placed by the relevant media, for audit purposes.

324 With regard to BEE, special effort should be made fo advertise through media and publications
which will reach the required target area e.g. Sowelan, Enterprise, Pace as well as the Transnet
database, Coples of the netice and prescribed forms shall be furnished to the AC secretariat
where the tender or quotation can reasonably be expected fo fall within the jurisdiction of such
Council Le. over the laid-down limit or longer than 2 years or where there s uncedainty as fo
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 o the AC (Secretariat)
timeously.
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3.3  Closing dates of tenders and quotations should be clearly specified and should be as
soon as practicable atter the issue date, considering the clrcumstances of each case

331 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 afiow prospective
tenderers sufficient time to prepare and submit a tender, For off-the-shelf typa of purchases a
minimum of two weeks should be allowed, i 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 mads for the time required to make delivery of tender
documents from other regions.

3.3.2 Tender closing dates should be scheduled 1o ensure that a particutar 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 cloging 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 likewlse 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 andfor ‘reglonal Acquisiion Councils, the CEO/AC may decide to
delegate the closing of lower value tenders and quotations to reglonal offices/local tender
committees provided that it complies with the minimum requirements as laid down In this

Pracedure Manual.

34  Alltenders and quotatfons shall be given a business unique consecutive number plus a
cryptic description, and all pages shall bo indexed and numbasred

34.4 The issue of Tender / Quotation numbers should be controlled by & responsible person, to also
ensure the correciness of all tender adverts before they go out to market. Each tender /
quotation which i$ Issued shall be given a consecufive number. This number shall clearly
indicate whather it was an open tender or a qyotation, as well as identify the division which
lssued it eg. TENDER NO. TPT/IT/01/04. Fpllowing the unique number, a cryplic {shori)
description of the requirement should be added, ke.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.

342 In view of the various differences between normal tenders and ClDBA4enders as outlined in
Paragraph 2.17 above, it is suggested that ODs sllocate a unique prefix to the Tender Number
to indicate that it Is @ CIDB-tender. Similarly a speciic digit or character can be allocated to
indicate whether such tender will close at the AC or at Regional/depot level eg.
TPTIO1/08/D/cidb.

35  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

351 Uniess circumstances require a longer or shorter period to.be fixed, tender documents must
gtate 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 fo the necessary authority to communicate having beep obtalned.
{Refer to paragraph 2.17 abave for specific requirements on validity periods for CIDB-
tenders)

362 NB: The extenslon 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 1o
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accept increased prices or less favourable tender conditions, should such tender stili be the
most acceptable bid. Therefore every effort should be made to avoid delays.

Tenderers may be allowed to only tender for certaln items or portions of the total project,
where deemed advisable .

Tender documents may allow for tenderers to tender for one or more items or for a part of one or
more items but Transnet reserves the right to accept a complete tender or quotation even If it is
not the lowest provided it is in the best interest of Transnet. Tender documents must be specific
as certaln confracts will require that the whole contract be completed by the same confractor in
order to establish responsibility,

The raising of a non-refundable charge for tender documents is at the discretion of the
Manager concernad

A manager with the necessary Delegated Authority for the monetary value of the particular
contract, may dacide at hislher own discretion that a non-refundable charge be ralsed for
tender forms, plans, specifications and samples depending on the nature, magnitude and value
of technical information or samples supplied.

This mechanism may also be utllised where it Is deemed necessary to eliminate “fiy-by-night"
tenderers. However, this should be done with great circumsgection so as not to unnecassarily
and unfairly eliminate QSE/EME companies.

The following guidefines (though not prescriptive) may be used to determine a fee for tender
documents:-

<R2million . no charge

>R2million to <RE million : R250

>R5miliion to <R 10 million : R500

>R10million to <R35 million : R750

>R385 million - R1000 or higher (discretion of CPQ)
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 mestings, especially in remote areas, should be avoided. Strict control
over cash recelved should be exercised and documentary proof of documents sold and receipts
issued should be kept on the appropriate files as part of the record. :

Should cash payment be one of the chosen payment methods, tender documents must clearly
stipulate that payments be made to the finance office {or. another office indspendent 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 foliowing important information pertaining to
all tender documents issued must he entered into the RFX Issue Register, |.e. Tender Number
and description, receipt number, document humber e.g. copy no.3 of tender document, name
and contact particulars of person who collected documents, the bldder's (company) name and
date of purchase. At the tender opening, the number of responses received must be checked
agalnst the number of payments received.

LODGING

38
3.81

Tenders are to be lodged and kept In a controlled environment at all times

All tenders/quotations fa!fing within the jurlsdiction of the DAC should cleary inditate the
physical (and courier address, if not the same), and postal address of the DAC where such
tenders will be recelved.
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Where the tender/quotation price is reasonably expected to fall within the judsdiction of a
Manager (L.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 uporn
receipt found to be faling within the DAC jurlsdiction, must be referred o the DAC for
consideration In the normal manner, with an explanation as to why the tender did not close at the
DAC as Iaid 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,

Tenders/quotetions 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.

The tenderer or his agent shall immediately place the unopened tender/guotation in a locked
tender box for safekeeping until the specified closing date and time.

The tender box shall be fited with 2 locks and the keys kept separately by two nominated
officials. No single person shaii be aflowed to open a tender box on his / her own. Both officials
shall be present when the box is opened on the stipulated closing date.

Tenders recelved open or without the relevant iInformation on the eﬁvelope shall be ro-
sealed Immediately

If a tender/quotation is received open or without the relevant information on the envelope, the
contents shall be ascertalned 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 cpening at the appropriate closing time.

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 recelved open, sa that the evaluating team can consider possible maipractices.
However, such tenders should not be summarily disqualified.

Fax and e-mail fendersiquolations, and tenders/quotations lodged through an
electronic tendering system will be considered only if the tender document specifically
provides for it

No fender or quotation recelved by e-maif or fax will be considered unless the tender documsant
specifically provides for it.

Where the fender document specifically provides for e-mail, fax or electronic reply, provision
must be made in the tender document for Transnet o 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 whatscever before the closing time,

If at all possible the tender document should be amranged so that the critical information is listed
on one or two pages for the convenience of tenderers so as not overload fax machines.

There should be strict control measures over such fax machines. Fax or e-mail tenders recelved
should Immediately be endorsed "subject fo confirmation”, placed In an envelope, sealed and
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deposited in the relevant tender box, if physical (hard copy) tendering 1s allowed in conjunction
with electronic tenders. Should e-mai tenders only be allowed in specific circumstances, these
need fo be received in a controlled environment and only be down-loaded from the sysiem after
the slipulated closing fime.

Such tender/quotation shall be stamped and recorded with the others received provided that;~

{a) the e-mail or fax is recelved 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-malt or fax tender;

{c) the tender/quotation is confirmed per Jelter 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 recelpt of tenders/quotations falling within its
Jurisdiction.

(e) The abovementicned 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
31141

3.11.2

3.11.3

312
3.12.1

Tenders/quotations shall be opened as soon as possible after the closing date

All tenders shall be opened in public (if required by prospective tenderers) as soon as possible
after the expiry of the adverfised closing time and date. At such public tender openings only the
names of the fenderers are read out but not the prices. This also applies to CIDB tenders —
sae paragraph 2,17 above. , ,

All quotations l.e. responses recelved in terms of procurement mechanisms 2.6,27,2.8,
2.9 (second stage), 2.11, 212 (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 respondad are therefore not read out, nor are their prices disclosed. This is to prevent
collusion between e limited number of contenders or in the event of one supplier only, the
creation of a monopolistic situation.

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 pait of the record.

Tenders/quotations shalf be opened by a duly authorised senior employes 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 fo be followed should a tender opening official have an interest in any tender dealt
with at a particular tender 6pening session.

Tenderers shall delete items which they do not wish to tender for on the price list

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 inciuded slsewhere 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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Tenders are to be stamped and the names of the tenderers read out as they are opened

Shoyld fenderers Inslst on & 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
guotation and all enclosures which indlcate 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 fender 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 & register, as part of the
record,

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).

l.ate tenders will not be considered

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 lelier explaining the
circumstances .will be sent to all “lafe tenderers” and such tenderers may then make
arrangements for the collection of their late tender if they so Wish. Tender decuments must
emphasise to the tenderers the importance of ensuring the correct closing venue, as tenders
delivered at the wrong fender box will not be considered if received at the correct closing
address after the closing time.

Where it is necessary to open a late tender/quotation to obtzin 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 inifialled and be retained for record
purposes on the appropriale files. :

NB: Late tenders that are not considered must be relained for a period of at least 8 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 clrcumstances the
Chairman of the DAC has the discretion to declde whather a late tonder may bs
consldered. Refer to paragraph 217 regarding late CIDB tenders. This should be done
with great circumspection and all documentary evidence leading to such decisions, plus
proof of the decislon Itself, should be kept on the appropriate files as part of the record.

Amendments before the closing date are permiited provided all tenderers are Informed

Transnet is entitled to amend any tender condition, validity peripd, specification or plan: or
extend the closing date before the closing date, or in the case of a compulsory tender brisfing
session, before the scheduled session. However, a minimum of 3 working days befors 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 fime must be clearly reflected. For this reason, employees
issuing tenders shall keep & record of the names and contact particulars of the persons or
enterprises to which tender documents have been Issued,

Where a compulsory site inspection/briefing session has been stipulated in the Tender Notics,
under no circumstances may an additional sessfon be amanged merely to accommodate
tenderers who failed fo eftend 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 fo enter but under no circumstances will Transnet repeat issues already
addressed prior to his late arrval. 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 alf tenderers
especially those who arrived on time, should be invited fo stay behind if they wish, to ensure that
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the same Information is disclosed fo all tenderers — Refer to the relevant PPM Circular available
on the Transnet intranet.

316 Tenders and quotations glready recelved, and of which the closing date has heen
extended, shall be kept unopened in the tender box

3.16.1 Where the closing date of a fender/quotaticn 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 afler the expiry of the extended period. However, the
tenderer may request that such tender/quotation be returned to himher or the tenderer may
cancel it by submitting a later dated tender/quotation before the extended closing date,

347  Amendments after the closing date are permitted provided that all tenderers are informed

3.17.1 Transnet is entitied to amend any tender condition, valldity period, specification or plan after the
closing date of a tender, Howaver, all parlies who obtained fender documents and submitted
valid fenders must be advised thereof in writing by registered post or fax and e given the
opportunity of tendering/quoting on the amended basis by an extended closing date and fime.
Tenderers who, for example submifted their tenders late, or who did not attend the compulsory
tender briefing session/site inspection, did not in fact submit valid tenders and cannet 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 slgnificant 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  Communlcation with tenderers during the evaluation period is not permitted unless prior
authorlty has been obtained

3.18.1 In all cases a tehderer 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 fender/quotation,.In
the interest of faimess and transparency, any additional information made available to one
tenderer (in response to a query) should also be made avallable to the other tenderers, Aiter the
closing date a tenderer may only communlcate with the Chairman of the relevant DAC.

3.18.2 No communication between a tenderer or any other parly who has an Interest in a tender and
any employes of Transnet is allowed after the closing date, i.e. during the period bebween the
closing date for the receipt of the tender/quotation and the date of notification of the successful
tenderer of acceptance of his tenderfquotation, except as provided for in paragraph 3.18.3
below. Every case of unauthorised communication shall forthwith be reported to the Chalrman
of the DAC. If unauthorised communication has occurmed, that tender/quotation may be
disqualified.

3.18.83 The Chairman, Deputy Cheirman or the Secretary of the DAC, or the CEO of 5 Division, or his
delegate, who has been delegated such -specific powers In terms of his/her Speclal
Delegation of Authority, may subject to the provisions of paragraphs 3.18.4 and 3.18.5 balow,
authorise an employee, In writing (including by fax or e-mall) to communicate with a tenderer
during the period mentioned in paragraph 3.18.2 above for the purpose of-

3.18.3.1 Expiaining and verification of declarations made in tender response;

3.18.3.2 Confirming that a quoted price Is correct (Refer fo paragraph 2,17 above re arithmetical
errors on CIDB tenders);

3.18.3.3 Confirming technical particulars and the compliance thereof with.specifications;

3.18.3.4 Determining whether there will be any change in price if only a portion of the work is awarded to
a tendsrer;

3.18.3.5 Requesting an explanation for an unreasonable price increase when i [s compared with a
previous price and the interim movement of a relevant price index; (Please note that this Is
not an opporiunity fo re-fender)

3.18.3.6 Clarifying delivery times/quantities;

3.18.3.7 Extending the vaildity 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;

3.18.3.8 Clarifying any other commercial aspect; and

3.18.3.10 Carrying out of site Inspections of the ténderer's premises.

NE:  The abovementioned communlcation issues do not include post-tender negotiation, This
is covered in paragraph 2.7 above.

3184 Where the tender/quotation is managed by a Specialist Unit with & 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 obfain maximum advantage for Transnet.

3.18.5 Inall 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 oufcome thereof
(tenderer’s response) should be kept on the appropriate files, as part of the record.

ART 4: EVALUATIO

4.1 All tenders/quotations recelved 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  Affer all the tenders/quotations have been opened and recorded on a comparative list; it shall be
forwarded to the manager in the Division concemed. Afier the tenders/quotations have been
entered on @ 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 bshalf of a Division, the recommendation of the user department shall, if
necegsary, be obtained before the manager concemed or his delegate submits his
recammendation to the DAC, The consumer's recommendalion, or in instances where other
criferia (other than price) are a prerequisite, a memorandum motivating how the relevant
selection criteria can best be met, shall also be submitied 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 fender 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 fo 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 recelpt of this recommendation, the manager in the
procurement/Specialist Unit, who has the necessary .contractual powers in terms of hisfher
Special Delegation of Authorily, shall indicate his decision on the comparative list or the
memorandum motivating how the selection criterla 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 delails of price, quantity, delivery
and date of simliar previous purchases, sales or services (if any), together with appropriate
benchmarking informatlon, such as price index shift or rate of exchangs fluctuation during the full
duration of the confract,

414 ltis 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
“overkil’, due to there being very limited criteria for conslderation due to the absence of
complexity, there Is no real requirement for the constitition of suich committeas. 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 fo paragraph £.4.1 below for
tender evaluation with regard to BBBEE and the use of the BBBEE Calculator as a tool fo
evaluate tenders in terms of the 80110 point preference system.
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Also refer to the Manual for Evaluation of Tenders, available on the Transnet intranet.

4.2 Tender prices must be recorded on a comparative list and be converted to a common
basis to facilitate a fair comparative analysis.

421 In order to facilitate fair comparison between the tenders/quotations, all bids shall be converted
to & common basis (which should have been developed during the tender development process)
on the comparative list (paragraph 4.1 ahove) taking the following into account:-

(=) Tender price preference points, as deterrnined from time fo iime, e.g. the BBBEE
Preference - see Part 8) must be allocated to the total scores where applicable.

{b} Railage _ ,
Should a tenderer have tendered a free on raii 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. nol FOR).

(©) 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 fo
the destination wheare 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 4.16.1 below re lncoterms)

{d) Commercial discounts to be subtracted from the tender price.

(&) Other factors such as price adjusiment conditions, exchange rate fluctuations, etc. that
affect the prices over the full period of the contract i.e. an apparenl 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)

i) Any other incidental costs which may arise from the acceptance of an offer.

(@ Differences in quality which can be expressed in monetary value,

{n Time value of money where cash flows differ,

42.2 Thecomparative list should, where applicable, show the comparison of prices under the
following headinys:
G Tendered prices,
(&) Comparative prices {sub-paragraph (4.2.1){a), (b}, (c) and (d)).
(c) Future anticipated prices (sub-paragraph (4.2.1){a), (b}, (e), (d), {e), (f} and (o).
{d) Nett Present value (sub-paragraph {4.2.1)(h)).

43 The Department of Public Enterprizes’ Competitive Supplier Development Programme

4.3.1 Transnet is exempted from the Department of Trade and Industiy's (DT)'s) National Industrial
Patticipation Programme {NIPP}, which relates to impartation 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 confent.

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 fo 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: 8S8M so that the DT! and the DPE
may be informed accordingly,

432 The goals of the CSDP are to Increase the competitiveness, capacity and capability of the local
supply base. Therefore, in afl tenders where overseas tenderers will be responding, these goals
will be taken into consideration when tenders are adjudicated, and oversess tenderers should be
requested to Include proposals in this regard in their tenders.
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Foreign suppliers are therefore requested to consider, as part of thelr tender response, to
commit themselves to mutually acceptable iniflatives which will be contributing towards
sustainable industrial development and Job creation in South Africa by means of direct and
indirect investments into South Africa.

One of the evaluation criteria of such tenders issued to foreign suppliers will therefore be the
extent to which the forelgn suppliers provide option(s) for possible Foreign Direct nvestment
(FDI) in local manufacturing, supplier partnerships with local firms, sustained skills development
programmes and other interventions aimed at strengthening local suppliers, with the aim of
warking towards global competitiveness.

Refer to the Supplier Davelopment Plan, avallable on the Transnet intranet, for more details
regarding Transnet's CSDP programme,

Transnet supports iocal Indusiry by ulilising SABS _(including SANS) specifications,
whors possible

Where it Is In the interest of Transnet, it supports South Afican 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 Commitiee), 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
compatition may be achieved.

If one industriallst is confracted 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 o call for tenders for the supply of
the goods in terms of that specification.

In terms of the Nalional Railway Safety Regulator Act, consideration must be given to safely
during the procurement of goods and services for the Rall sector. Transnet contracts must
therefore impose spécific duties upon suppliers to ensure compliance with safety
requirements/standards prior o and on delivery of thelr 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 goodsiservices
without such permit belng made available. It Is important to note that Transnst thereafter bears
the onus of ensuring that the safety requirements are upheld for the rest of the lifecyele 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.

Transnet supports lotal industry by considering the Jocal content portion of the tendered
price

Tenderers shall Indicate In the fender documents against each iem tendered for, the amount
included in the tendered price which constitutes the local content portion of the tendered price.

if any doubt exdsts regarding the bona fide production, manufacture or assembly of the tendered
goods in the Republic of South Africa, the employee who shali compare the prices may after
having obtained the necessary authority to communicate -

(&) call for documentary proof from the tenderer to substantiate any information furnished
by the tendeter, 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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453 Where business is awarded as a result of its local content, the amount due in terms of the
conlract for the quantity of goods supplied, shall not be paid to the contractor unless and untii he
has fumished an affidavit or auditor's certificate to the effect that the amounts stated in sub-
paragraph (8) above, are correct and censtitute the local content portion which has been
included In the tendered price of each ftem tendered for.

4.6 Preference wlll be given to tenderors nearest to the place of delivery if all other things are
equal

48.1 1t all other things are equal (e.g. price, BBBEE, delivery lead times, technical compliance),
preference will be given to tenderers nearest o 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 cutside the AC's jurisdiction or sublregional tender committes (if applicable), the
manager concerned shall draw lots in the presence of fwo other employees. '

4.7 Tenderers who submit Incorrect or false Information in their tender documents, will be
doalt with severely

4,71 Where a tender/quatation has been accepled because of cerain commitments made by the
tenderer at tender stage and it is thereafler 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 confract, In so far as it has not yet been completed.
Consideration can also be given o placing such conlractor on Transnet's List of Excluded
Tenderers {(See paragraph 7.5 below).

47.2 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, Trangnet 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 pot have been awarded to the
confractor. The amount of recoverable loss/damage shall be the amount by which the
confractors tender price or guotation exceeds the price that would have been payable to the
fenderer 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.

48  Goods manufactured locally should where possible be marked “Manufactured in South
Africa” or “Proudly South African”

48.1 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 focal
manufacture by openly displaying Transnet's support of local manufactured goods. Sirilarly
goods entitied fo use the *Proudly Scuth African” mark should be marked as such.

4.9 The experience, equipment, financlal standing and previous pérformance of tenderers,
will be taken Into consideration In the avaluation process

481 A tenderiquotation 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 satisfactorlly carry aut the contract.
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Tenderers for services shall indicate their experience by submiting a schedule of work which
they have previously / recently undertaken,

A tender/quotation shall not be recommended for acceptance If the tenderers previous
performance based on fimeous performance, quality, price escalation and service was not
satisfactory and he has been informed accordingly.

So as not fo expose Transnet to unreasonably high-risk situations, it s Imperative to oblain and
verify the Company Registration Documents, etc or the personal Tax Clearance Certificates in
the case of Individuals, from companies and/ar individuals unknown to Transnet,

This, however, does not derogate from Transnet's 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.

Tenders/quotations shall be carefully checked for compliance with Transnet's
spechitcations or requirements

All tendersfquotations received shall be carefully perused for compliance with Transnafs
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. Thig'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.

Tender documents should Indicate the approximate quantities required at each centre

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 tofal guantity
required. This is to enable tenderers io suitably price their tenders taking into account ransport
costs but also o ensure that goods purchased are not transported unnecessarily.

Goods Imported from abroad shall be shipped to the closest port of discharge

Goods from abroad shall be shipped fo the airports or poris in the RSA most advantageocusly
situated in relation o the point at which the goods are required, teking into account the
availability of transport modes and facilities.

Perishable goods shall be purchased locally and as cloge as possible to the centre where
it is required

Purchases of goods of a pafishable nature shall as far as possible and justifisble be made at or
near the cenlre where the goods are required,

Goods/services may be Imported If local suppliers' products are not acceptable

When # is considered that the prices of goods/services from within the RSA or from abroad
through local representatives are oo 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.
Tender documents should, where applicable, contain conditions regarding shipping

Where possible tender documents should stipulate a *Delivered® price basis since this places the

fagponisibility and €ost of import on the supplier, as well as the' TisK of possible late deliverias. if
deemed more advantageous for Transnet to import direct from the overseas manufecturer,
tender documents shall contain appropriate conditions {o ensure fulfiiment of the terms of any
shipping freight agreement or customs and clearing agents to which Transnet is & party. Refer {o
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Definitions: Part 10 for the various Incoterms. Tender documents should stipulate that Transnet
reserves the right to underiake Its own clearing, shipping or insurance should the fenderers’
prices be found to be unreasonably high.

416  Proprietary articles shall not be used to limit competition

4.16.1 When a patented arficle Is used as a sample or when the name of a manufacturer or of a ceddain
trade mark or brand is quoted, it shall only be to Indicate the type or quality of the article
required and not to limit compedtition 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 fo abtain 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 {6 specify a specific standard for
warranly purposes (e.g. GEC electric traction motor spares), strenuous efforts should be matde
to obtain quotations from the OEM, as well as various agents / distributors and relsilers.

4,162 Transnet will acknowledge and respect the infeliectual property (IP) rights of suppliers. However,
Transnet also needs to be seen fo promote fair competition where at all possible, Therefore it will
strive to sirike a fine balance belween fair competition and protecting the inteflectual properly
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 1P completely and Transnet will own 2l rights
in thet development. As far as possible, Transnet will disclose this at RFP stage, and all
aspects pertaining to IP will be negoliated and captured In the contract betwsen the
parties, Compensation for the supplier's design inputs, efc., 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 andfor prototypes. Transnet shall
have the right {o 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 patentficence will not be registered.

{in 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 usefficencing
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
patentflicence will be registered jointly in the names of both partles,

{ii}) Where a product has been developed exclusively by a supplier for Transnet, such 1P
shall vest in Transnet. Although such product(s) could have been developed solely by
the supplier, #{they) may not be patented by a supplier without Transnet's consent as
this could jeopardize the faimess 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 Transnel, and depending on the
specific product and avallability of similar producis in the market, (whether patented or
not), Transnet may choose to either confine the purchase of the petented article only or
Issue an open tender clearly specifying that the patented article or *anything similar” will
be considered.

417  Transnet wiii not accept Fability for the cost or delivery of samples mads from Transnet's
material

417.1 Samples made from material supplied by Transnet will not be returned fo the tendersr and
Transnet will not necessarily accept any liability for the cost of the manufacture of such samples.
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418  Transnet will deal with samples supplied by tenderers, as follows:-

4.18.1 Transnet reserves the right to retain samples which tenderers are required to furnish in
compliance with the tender conditions.

4.18.2 Transnet will not pay for samples submitied by the successful tenderers and it may refain the
samples for the purpose of determining the quality and workmanship of the goods delivered in
execution of the contract ’

4.18.3 I the samples of unsuccessful tenderers are refalned and such tenderers require payment for
them, Transnet will make payment at the tendered price of the arlicle, 1f Transnet does not want
to retan such samples and the tenderers require thelr return, Transnet will accept fiability for
thelr return to any place within the RSA,

4.18.4 Transnet is not liable for samples furnished by tenderers on thelr own inltiative. If tenderers
desire the retum of such samples, these will be returned at the tenderer’s risk and cost.

4.18.5 Prospective suppliers who fail to fumish samples when specifically required to do so, may be
disqualified.

PART &: RECOMMENDATION

51 A memorandum of reasons for awarding business (fulfilling the criteria) should
accompany the recommendation {précis) to the AG,

6.1.1 Where tenders/quotations are invited and selection criteria cther than price alone will be a
deciding factor, e.g. environmental impact, local community involvement, job creation, BBBEE
involvermnent, 2 memorandum motivating how alf the relevant selection criteria can best be met,
should form part of the submission (précis) fo 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 wlth"tendarlenquiry conditions should as a general rule be
rejected

621 Tenders/quolations which do not comply with the fender/enquiry conditions, or which are
incomplete should, as a general rule, be rejected. Buch 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 falfling below the AC's jurisdiction) the recommending officer shall
submit a cerlificate 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.

53 Transnet is not obliged to accept the lowest, or any bid

53.1 The lowest, or any tender/quotation, shail not necessarily be recammended for acceptance.
Refer fo 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 ifem 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 thelr tender/quotation can be considered.

5,3.4.1 Price

As Transnet Is operating in a competitive transport market, price is a very important factor as it
ensures oplimal value for money and reflects directly on Transnet's bottom line, However,
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unless cost will be the determining factor on whether a project will go ahead or not, price should
not be regarded as the only factor. Generally, all tenderers are to be scored using & pre-
determined scoring matrix reflacting the relevant selection criteria and thelr weightings. PRICE
and BEE should be kept separate from technical / quality 7 service related criteria so as not to
dilute their importance as will be noted from the BEE scoring matrix — Ses Part 8.

Price should therefore not be the main or only criteria for selecting the successful tenderer,
especlally If there are ather equally or more important criterion, Depending on the clreumstances
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.

Total Cost of Ownership (TCO)

In terms of open and fair competition, as far ag possible’ specifications are not written around
specific products but drawn up to accommodate as many acceptable producls as possible.
When different products are compared, other aspects such as guarantee periods, expected
lifespan, cost and availability of spare parts/components, after sales servics, elc should be taken
into consideration to ensure that the TCO is compared and not merely the tendered price in
isolation.

Service and supply chain reliability

In order to reduce Inventory levels and the high cost associated with stockholding, fe.
warehouse space, staff, inventory confrol systems, etc a religble 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 discration prefet 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 io 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.

Quality

As Transnet's reputation as a safe transport provider is depaendent upon the quality of its service,
the quality of the goods and products utilized to provide that service cannot be eompromised.
However, one should guard against "over-specification® (i.e. speciying more than the minimum
reguirement 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 buman lives or
Transnet's service levels, 8.g. frain signaling equipment or roliing stock equipment.

Lacal community involvement

A project may be Identified and set aside specifically s a community uplitment programme
where the success of the praject is dependent upon the support and recognition of the focal
community, e.g. the erection of a day-care centrs for employees’ children,

BBBEE

Transnet has aligned the measurement of BBEEE fo the DTI Generic Scorecard and will accept
BBBEE scorecards Issued by Verification Agenties accredited by SANAS and who are using the
latest Codes of Good Praclice. Refer to Part @ for a full description of the BBBEE methodology
and the 80/10 preference point system utliized by Transnet as well as the relevant BBBEE
Cireular and RFX clause available on the Transnet Infranet.
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5.3.1.7 Utilising local labour force

On high-tech, high-value construction contracts, there is always some unskilied or labour
intensive work that coufd possibly be outsourced to the {ocal community. The maln contractor
takes responsibility for the project In totality and is respansible for tralning and skills kansfer to
the local communiiy 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 worldorce 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 confracts 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 whera the disposal of a product at the end of its fife-span will have
a cost implication, e.g. nuclear waste disposal),

5.3.1.9 Reclprocal Business

Since Transnet’s focus is fo provide a world-class multimodal transport service, prospective
tenderers should be encouraged to utiiise such services to transport their raw malerials andlor
finished products. Therefore, depending on the commodity being purchased and the applicability
of ulllising Transnel'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 i portrays fo the public. Its tendering processes should therefore always
be seen to be falr, 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 en 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 metely some examples of selection criterja and It is not intended
to be imited to only these. So as not to create false expectations with tenderers, it Is important
that the sefection criteria, not necessarily in order of impostance, and without any reference to
the individual weightings, ke clearly stated in tender documents.

54  Reasons for recommendation must be clearly stated in the recommendation to the DAC
and where applicable should be accompanled by the relevant certificates.

54,1 The reasons for recommending tenders/quotations shall be clearly stated by recommending
officers.

542 When only one technically acceplable tenderiquotahon 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 racommended tender/quotation. In
both instances such reasons shall be recorded in the DAC minutes.
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When business is awarded to a supplier (who s not the lowest tenderer) because of his ability to
best meet the selection criteria, this must be clearly indicated in the recommendation fo the
ACImanager together with an indication of the cost-premium payable by Tranenet.

Disagreement between recommending officers shall be referred to higher authority within
the division, or{o the DAC

Where the declsion of the manager who may conclude the contract conflicts with the
recommendation of the consumer, the dispute shall be setlled by the employees concerned
having regard {0 technical and commerciat considerations. If it is not resolved it shall be referred
to highar authority within the division concefned or to the DAC for a declslon.

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
malters, or from the Group Supply Management Function on policy and procedural matters.
Should consensus not be reached (i.e, If the CGEO/Group Supply Management alsc agrees with
the DAC), the recommending officer may escalate the matter to the GM: SSM for a decision and,
if stift not settled, to the Transnet GCFO, whose decision shall be final and binding on all parties,

NB: As the DACs are governance structures instituted by Transnst Executive Committee
and appointed by the CEQ of the Division, nobody other than the CEO (in cases where the
GEOD him/herself Is not the Chairman of the AG), may “overrule” a AC detision. (See
paragraph 8.1.11,2 below for more details)

Non-award of business shall be submitted to the DAC for consideration’

Non-award of business (as a result of Transnet's bad planning) should for obvious reasons be
minimised as far as possible as fenderers inadvertently incur expenses in preparing and ledging
fenders. In such cases, consideration should be given fo refunding the tender document charge
if tender documents were sold. When no tender/quotation can be recomrmended for acceptance,
the manager concernad shall submit the non-acceptance with reasons as welf as an Indication of
how the required goods/service will now be met for DAC consideration.

The same principle shali apply if part of a tender, or certain items, Is not awarded,

If the award of business as appraved by the DAC is not awarded the matter must be motivated
and submitted for DAC consideration, Transactions falling below the DAC's jurisdiction (or
regionat / local DAC) should be dealt with similarly, except that the Manager concerned will
consider such non-award.

Sales to or purchases from employees to Transnet will not be permitted.

No sale to or purchase from a Transnet employee shall be permitted under any clrcumstances.
This procedure does not apply to sales by auction or such other exceptions as may be
authorised by Management from time to fime.

Employees who may have an interest in a tender shall declare such Interest and recuse
themsslves.

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 histher duties impartially. The employee must declare such
interest In writing to his/her superior and recuse himvherself from the recsipt, evaluation,
adjudication or acceptancs of the tenderiquotation/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, ali 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.




e

P

TRANSNET-REF-BUNDLE-08492

CONFIDENTIAL PROCUREMENT PROCEDURES MANUAL
(FOR INTERNAL USE ONLY) :

Rev | Page of
0 46 26 May 2009

5.8.2 Adirectinterest in a fender includes the following:-
The smployee:-
- Being a sharehclder / member / director of a tenderer;
- Being a sharaholder / member / director of the holding company of & 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:-
~ Baing a shareholder / member / director of & 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 hefshe should recuse himtherself 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 drafing of the specification or tender documents, or the
issue / advertising thereof;

- Having been Involved in the evaluationfzdjudication of the said tenders {(applicable fo
members / alternates serving on the relevant DAC).

584 Tender documents must always contain a clause for prospéctive tenderers to declare any
possible direct family relationship with a Transnet employee. Direct family relationship includes
husbandfwife, children (own and siep), parents and grand parents (own and inJaw), brothers
and sisters (own, step and in-laws). Although business with such enterprises Is not forbidden, i
is imperative that It be properly declared, and explicitly pointed out In the submission fo the ACin
order that the AC may consider all the relevant facts and decide whether such involvernent by a
Transnet employee could be regarded as fair or whether other prospective tenderers wilt be
prejudiced or may be percelved to have been prejudiced thereby.

59 Ex-employees shall not be rastricted from dolng 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 ime of depariure from Transnet exists. Due
diligence should however be exercised by evalualion teams to determine whether any undue
influencefunfalr advantage could have been possible between any Transnet employees and the
ex-employee. This should be stated clearly in submissions to the AC or fo 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 fo paragraph 1.3.3.4. {dv) above,

59.2 Interms of Transnet's Soctal Plan, ex-employees who have been retrenched may be assisted o
establish entrepreneurlal ventures through the Transnet Development Agency. Such
commitmenis from Transnef's side should be formally approved In terms of Transnets 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 detided fo 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

6.1.4 No employee shall anticipate the approval of acceptance of tendersiquotations and shall not
enter into contracts verbally or in writing or place orders before the prescribed procedure has




TRANSNET-REF-BUNDLE-08493

Table of content

Title Description

8.1 The 26 July 2011 memo entitied “approval to proceed with the
acquisition of locomotives by Freight Rall in respect of GFB Diesel
and Electric Fleets, the iocomotive fleet modernization plan”

8.2 The memorandum and minutes of the meeting of 20 April 2011 where
the plan was approved by the board.

8.3 The 2011/12 Corporate Plan L

8.4 The locomotive procurement strategy dated 03 August 2011, N

8.5 Business case for the 95 locomotive acquisition.

8.8 Minutes of the BADC meeting of 03 August 2011,

8.7 Minutes of the Capic meeting of 21 _August 2011 ]

8.8 Submission entitled “approval for Transnet Freight Rall to proceed
with the acquisition of 138 locomotives (43 diesel and 95 electric
locomotives) submitted to capic on 21 August 2011,

8.9 Recommendation by Molefe dated 5 September 2011 for the T
submission to be presented to Capic.

8.10 The 2009 Transnet Procurement Procedure Manual.

8.11 The minutes of the Transnet Board meeting of 31 August 2011.

8.12 Tender documents for tender RFP: HOAC-HO-7801.

8.13 Advertisement for the above tender,

8.14 Memo from Gama to Jiyane dated 24 January 2012 requesting the
extension of the tender from 28 February 2012 to 1 May 2012,

8.15 Approval by Gama to extend the closing date 28 February 2012 to 17
April 2012,

8.16 Notes of compulsory briefin sessions held on 31 January 2012.

8.17 Tender documents collection list dated 30 January 2012,

8.18 Letter form Wang Pan to Molefe dated 19 January 2611 {or, according
to you 2012)

8.19 Any response by Molefe to the above letter

8.20 Gama’s submission to Molefe dated 20 April 2012 anq approval by
Molefe on 22 April 2012,

8.21 Memo by Gama and Jiyane dated 06 June 2012 requesting approval
of shortlisted tenders.

8.22 Approval by Molefe dated 08 June 2012.

8.23 Evaluation results of stage one dated 03 May 2012,

8.24 Memorandum dated 12 July 2012.

8.25 The 10 July 2012 CFET recommendation that Bombardier is the
preferred bidder.

8.26 The CFET report dated 08 August 2012,

8.27 Letter by Singh to the Chair erson of BDAC dated 08 August 2012,

8.28 Memo from Gama to Molefe requesting approval to award to award
dated 04 September 2012,

8.29 Letter dated 05 September 2012 from Molefe to Pan




P
/

TRANSNET-REF-BUNDLE-08494

8.30 Memo from Gama to Molefe dated 17 September 2012 requesting that
L CFET team visit CSR China Plant N . ]
8.31 Correspondence from Transnet to National Treasury informing
L Treasury of the ac uisition of the 95 locomotive‘sL_ e
8.32 Sect 54 application by Transnet to the shareholder Minjster and ‘;

| related correspondence.

8.33 Assurance reports from the legal, audit and risk team relating to the j
_JLr_a_n_s_a tion

glon___ . —_— : = ]

e o




TRANSNET-REF-BUNDLE-08495

CONFIDENTIAL PROCUREMENT PROCEDURES MANUAL
{FOR INTERNAL USE ONLY} "

Rev | Page of
0 47 26 May 2009

been performed and aUthorit_y has been duly granted therefor by a manager with the appropriate
Special Delegation of Authority.

6.2  The depision to accept tendersiquotations 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 Le. conclude the

contract if the following provisos have been adhered to:-

6.2.1.1 he has complied with all infernal 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 histher powers ta contract In terms of his
Special Delegation of Authority; or where the value exceeds hisfher powers, hefshe 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 {0 conbract, 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 recelved

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 fender/juotation. 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 te one or more contenders, Approved List purchases inclyded, On award of
business 1o the successful contender all unéuccessful 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).

64  Applicatlions received In terms of the Promotion of Access to Information Act {PAIA)

8.4.1 Should an application be received in terms of PAIA, the “requestor” should be referred to the
Transnet Limifed 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 Liiited and s Entities.

6.4.2 As the Transnet GCE is automatically designated the Chief Information Officer, requesters are
required to address all requests fo the relevant Depuly Information Officer of Transnet as per the
Manual. it is important fo note that all requests recelved 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 andior 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 fetter

8.51 When a tenderer has been advised by telegram or letier 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 fo the above-
mentioned offices shall be considered as deljvery to the tenderer.
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6.5.2 Where a tenderer has been informed per fax of the acceplance of his tender/quotation, the
acknowledgement of receipt transmitted by his fax machine shall be regarded as’ proof of
delivery to the tenderer,

8.8 Types of contracts

6.6.1 The contracts of Transnet may be for, but not litnited to:-

6.6.1.1 a specific service based upon a lump sum price or on a priced schedule of approximate
guantities;

66.1.2 adefinite 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
3 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,

8.6.1.4 the supply of an unspecified quantity of goods or rendering of a service al an agreed price,

during a specified period, provided that details furnished of similar goods supplied or services'

rendered during a previous perlod or of possible future requirements are for the information of
the tenderer only and shall not be binding;

8.6.1.5 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 tormal written contract shail 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
conbract is not concluded, the aceeptance in writing of a tender/quotation, setfing forth all the
material terms agreed upon (l.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 o 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 entared into in the name of Transnet Limited

6.8.1 Al contracts shall be concluded, as soon as possible after the award of the business 1o the
successiul 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. '

682 Inlernal contracts (SLA's) betwean Operating Divisions and Specialist Units are dealt with in the
terms of the Interdivisional Support Pelicy. Such- contracts do not require AC approval.
However, any extemal 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
utillsed. This aspect may be stipulated and agreed upon between the two parties when
formalising the Service Level Agreement. Since the SLA peér 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 determing the leval of approval for such SLA's,

R —
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6.8 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 confracts at a suitable, approved centralised
or regional location which is acceptable to the CEO. Similarly, all related documents and
correspondence refating 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, fender advertisements(uniess kept by a central fender issulng office),
authorisations to confine, minutes and score-sheets as well as declaration of interest documents
signed by members of evaluation teams and post-iender negatiation teams, cerlificates
authorising communication with tenderers, minutes of tender briefing sessions, agendas and
minutes of post-tender negotiation meeﬁngs correspondence with tenderers, ete. Refer to the
Transnet Intranet for the checklist template of documenis 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
theraafter it may be desboyed.

- Successfl tenderer's tender / contract document, as weli as the contract fite and
related general correspondence must be kept on site in a proper and safe archiving
facility for a period of 5 years aiter completmn of the contract, thereafier 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 requlred for audit investigations and/or litigation purposes.

6.40 Where deemed advisable for the fulfilhent 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 @ guarantee by a bank or approved guarantee
corporation, or a deposit with Trananet of approved Government or municipal slock in negotiabfe
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 accepiable,

6.10.2.% On constructionfengineering 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 monsy.
Retention money, normally 5 to 10% of the Individual payments, is held back by Transnet as a
guarantes for the satrsfactory completion of the project. When such amounts have accumulated
sufficlently, consideration is nommally given to the refunding of the guarantees or surefies.
Retention moneys are only refunded after completion of the guarantce period (normally 6 to 12
months, depending on the risk of latent defects).

6.10.3 Dapending on the sisk to Transnet, these measures may be relaxed to facllitate Transnet's
BBBEE Development Program, as provided in Part 8 hereof.

6.11  Inthe event of the successful tenderer falling to sign the contract, Transnet may, subject
to certaln provisos, declde 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 1o
sign a contract within a reasonable period after being calfled upon to do so, or to provide the
necessary seourity if any, and it is nat practical within the time available to call for fresh tenders,
the acceptance of the next most favourabls tender/quotation shall be considered If that tenderer
is prepared to enter info a contract on this basjs. In the case of tendersiquotations which fall
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within the DAC's jurisdiction, the matter shall be referred fo the DAC with a recommendation
from the manager of the division concerned.

8.11.2 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.

612 Transnet may declde to divide the total requirement between two or more tenderars

8.12.1 When it is considered In Transnel's best inferest to divide the tota) requirement of a tender
between' fwo or.more tenderers (e.g. in order to draw from the most convenient or nearest
source, or lo ensure continued compeﬁt&on 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 vaiue of the
business to be awarded, and not the individual contracts, will however determine whether such
fender 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.

6.43 No person may communicate the acceptance of a ténder, 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;-

)] he/she has been duly authorised thereto by a valid Special Delegation of Authority, and
(b} helshe has complied with the intemal Policies and Procedtres {e.g. used approved
procurement paths, obfained DAC approval if falling within its jurisdiction etc).

6.13.2 NB: A manager may not delagate more than he/she has been authorised to and no person
may parce! the total quantity required for particular goodsiservices to bring the amount
within an employee’s delegated powers to contract, or below the DAC’s Jurisdiction.

6.13.3 Should if 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 obtalned, may the individusi
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
individuatl small contracts (2.9, NEC Short Form of Contract) should likewise determine whether
or not DAC approval is reguired.

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)

8.14.1 No contract shall be entered Into for a period longer than two years (non-core businessas
one year), without the DAC's written approval, except for Jarge construction contracts where the
period affowed will be the completion period of the project, Properly 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 refevant property divisions.

6.14.2 Ititis the intention to enter into a contract initially for a period longer than two years, of to extend
an existing contract on the same tesms 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 exiension 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 perlod

O —
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shall be obtained. A defailed motivation must be given as to whether the proposed contract or
extensian 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 fo require prices bn 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, firslly the tender document should stipulate that, and secondly, if such contract falls
within the DAG’s Jurlsdiction, the initial recommendation fo the DAC in respect of the
tender/quotation must include particulars of the proposed option,

6.144 Should it be decided to exercise the option during the cowse of the contract the
recommendation to exercise the option shall be submitted to the DAC for prior written approval
in the normal mannet. An indication must be glven at that stage that the exercise of the option is
stiff the best value in the market place,

PART 7: CONTRACT ADMINISTRATION

(Refer to the Contracts Management Manual avallable on the Transnet Intranet)

74 Alt goods are to be delivered strictly In accordance with the contract, and contractors will
not be allowed to supply substitute goods

717 When a contract is placed for South African goods, the supplier shall not be permitted to
substitute imported goods without the DAC's wrilten approval. For tenders/quotations below the
DAC's jursdiction, 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 fo 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 dus to reasons beyond the contractor's control,

7.1.2 Employees responglble for the inspestion andfor receipt of delivered goods must ensure that all
goods are provided:-
i) strictly in terms of the contract — i.e. the delivery note may differ from what was
required in terms of the contract or purchase order, and
i) that the goods delivered corresponds exactly wilh the delivery note ~ L.e. short
supplies should be clearly endorsed on the delivery nofe 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 tha contract, where applicable

721  In the case of Imported goods, the contractor shall nofify Transnefs agents as to when
consighments 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.

722 n the case of locaily manufactured goods, where quality is not assured by means of SABS
(including SANS) or {SO 9000 or similar standards, other suitable qualily assurance
mechanisms must be provided for In the contract e.g. Inspections during manufacturing process,
inspecfions 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
confract to the effect that Transnet reserves the right to return defective goods for replacement
according to specification,
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73

731

7,341

7.3.1.2

No material émendments to a contract shall be effected without ﬂie nvecessaly written
approval : T -

No matetial provisions of any contract which arises out of a tender/quotation which falls within
the DAC's jurisdicton, Irrespective of whether the DAC considered the initial award of the
business' or whethér 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
ralevant DAC, except as stipulated in paragraph 7.3.1.1, 7.3.1.2 and 7.3.2 hereot.

NB: Note the Definitlon of “materlat provisions” in Part 10. Extension or termination of
Contracts, additional work, increase In quantities, price amendments not in terms of the
contract, cesslon and assignments, waiving of penalties, stc., are all defined as material
amendments to ontracts and nesd to be dealt iith in terms of this paragraph. Also refer
to the relevant PPM Circular avaliable on the Transnet Intranet for more Information
regarding amendments to contracts and the Implementation of the 10% rule,

Where a contract 6r a portion of & contract is based on -

6] a lump sum price, with or'without a list of quantities or prices which comprises the lump
sum price, or, .
(i) scheduled rates, for approximate quantities but
- the scheduled rate has to be adjusted, or
- a new schedulsd rate has to be included,
(i) estimated quantities at tendered unit prices in respect of “as-and-when required”
purchase or service contracts, or )
(v}  fixed quantities at tendered unit prices in respect of puirchase or service contracts, or
{v) specific quantifies 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 tolal value does not ex¢eed 10 per cent of the original
valde of the contiact, 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 appraval in
terms of paragraph 7.3.4 betqw.

Such amendments on Engineering / Construction (NEC}) contracts only, exceeding the
laid-down fimit of 10%, rust be submitted for the relevant Acquisition Gouncil's
consideration in terms of sub-paragraph 7.3.4 hereof, before such amendments at non-
scheduled rates are ordered, inless due to exceptional circumstances and at the
discretion of the Project Manager or Engineer in charge of the conbract and the
concurrence of his line manager or CEO it would not be in Transnet's best interest fo
stop the work fo first obtain the AC's approval, Full detalls 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 rust be calculated separately in
catoutating the 10 % daviation.

Where a contract or a portion of & contract consists of scheduled rates, which are based on
estimated quantities as the exact quantities can only be determined once the works have bsen

opened up — :

a manager may Increase or decraase 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 scon as possible after such increase or decrease (at scheduled rates) has been ordered or
determined by measurement, ar on completion of the contract,
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7.3.1.3, Notes:

7.3.2

7.33

734

74

741

742

7'5
7.6.1

(i) A scheduled rate is a unit price for a fabour or sarvice related component of a bigger
engineering project, the total extent or quantity of which is unpred:ctabla and cannot be
accurately determined at fender 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 soif conditions, rock formations ete,
which can only be determined once the situation has been opened up or as the work
progresses e.q. additional land filling s a result of subsidence or washaways.

(i Construction work composed of prefabricated, dimensionally pre-deteminable 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 guantities should be
adopted in these instances (sub-paragraph 7 3.1.40).

(i)  Purchase contracts based on estimated quantities (as-and-when required contracts) fall
within sub-paragraph 7.3.1.1(iif) hereof, and purchase contracts for fixed quantities
within sub-paragraph 7.3.1.1{iv).

(v)  Service related type contracts where the quantities may be increased/decreased due to
emergencies or changed requirements e.g. a securily contract where additional ad-hoc
guards are required for a specific period or where the number of guards need o be
reduced as & resylt of say the closing of a station or the reducing of the number of trains
on a specHic section of line, fall within sub-paragraph 7.3.1.1{v).

Where the original value of the confract falls below the DAC's jurisdiction, 2 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 jurlsdiction.

Should the value of the contract be within the DAC's jurisdiction, a manager may approve the
amendment of non-materlal provisions, or new provisions not in conflict with the existing
provisions or these procedures, provided that such amendment or addition shall be reportad for

the inforrnation of the AC as soon as possible.

Where the additions, amendments, increases or decreases do not fall within paragraphs 7.3.1.1,

7.3.1.2 or 7.3.2 endlor 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 [t represents the optimal value for Transnet, and how this has
been determined.

A tenderer who falls to perform, may be leld liable for all additlonal expenses Incurred by
Transnet

Provision shaft bz made In the tender documents (as well as in the aventual contract) for the
tenderer lo undertake that if, after he has been nofified of the acceptance of his {ender 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 sfipulated in the fender conditions or within such
extended penod as Transnet may allow, he will be held liable for any additional expense which
Transnet may incur in having to call for tendets or quotations afresh and/or accepling any less
favourable tender or guotation to complete the whole or remaining portion of the contract. In
addition, consideration can also be glven to placing such contractor on Transnets List of
Excluded Tenderers {See paragraph 7.5 below).

Where the contractor commenced the work but delivered/completed it only after the contractual
completion date and this was a fender 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 i in this regard.

Transnet may at Its discration declde to exclude a tenderer from further business

If any personfenterprise which has submitied a tender/quotation, concluded a contract, or
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In the capacity of agent or subconfractor, has been associated with such tender or
conbract-

7.6.1.1 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 nolified of the acceptance of his tender, failed or refused to sign a
contract when called upon fo do so in terms of any condition forming part of the tender
documents; or

7.51.3 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 cerdificate with regard to the local
content of his goods or his BEE involvement and Is upable fo prove to the satisfaction of
Transnet that-
()] he madae the statement in good faith honestly belleving it to be correct; and
(3] before making such siatement he took all reasonable steps to satisfy himself of
its correciness; or i
{iii) caused Transnet damage, or o incur costs in order to mest the contractor's
requirements and which could not be recavered 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 refationship with lts suppliers. When a dispute arises between Transnet and its
supplier, the parties should use their best endeavours to resclve 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, Trangnet will not do business with
an enfity 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:

765171 \Vexatious procsedings. These are frivolous proceedings which have been
instituted without proper grounds;

751.7.2 Perjury. Where a supplier commiis perjury either in giving evidence or on
affidavit;

7.51.7.3 Scurrilous allegations. Where a supplier makes allegations regarding a senior
Transnet employes which are without a proper foundation, scandalous, abusive
or defamatory.

7.5.1.74 Abuse of court process. When a supplier abuses the court process in order to
gain a competifive 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 Enlitles. In cases of fraud and corruption {involving Transnet
employees), consideration should also be piven to the exclusion of the “internal accomplices”.
This is to prevent the possibility of Transnet employees being dismissed (or resigning) as a
result of thelr wrongdoings, opening up new businesses in order to continue doing business with
Transnet.



s

TRANSNET-REF-BUNDLE-08503

CONFIDENTIAL PROCUREMENT PROCEDURES MANUAL
(FOR INTERNAL USE ONLY}
Rev | Page of
0 55 26 May 2008
7.52 Exclusion of a company does not necessarily mean that all existing contracts with the contractor

7.63

7.6

7.6.1

762

7.6.3

764

7.6.4.1

should automatically be terminated. Al contracts will remain operational until thelr normal expiry

date, or uniil they have been terminated by following the necessary due processes, bearing in

mind that-~

N there must be valid reasons for terminating a specific contract,

{ily  the termination procedure as specified in the specific contract document must be
followed and DAG approval must be obfained for fermination of contract in terms of
paragraph 7.3.4 above, and

(iy  the contractor must be informed and given the cusiomary 14 days notice period
mentioned In paragraph 7.6.4 below, fo also have the opportunily to make written
representations as to why existing contracls should not be terminated, in addition to the
intention to place its name on the Transnet List of Excluded Tenderers,

All tender documents and ensuing contracts must state that Transnet reserves ths right to
exclude a tenderer from further business and/or to cancel all existing contracts and the grounds
upon which such action may be takeh, 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 fortenderers’ information so as to
ensure that they do not sub-confract fo Excluded Tenderers. This should be conveyed to
prospective tenderers by means of a suitable clause in all "Nolice to Tenderes” documents,

Divislons shall immediately repdrt all cases of apparent unlawful conduct by
tenderers/ contractors

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 inavitably emanate from Internal Audit investigations. However, it is imperative
that Internal Audit be informed of, and where approprate, involved in all mafters, even those
exposed by means of the Divisfon's own internal processes - See paragraph 7.6.4.1 below.

The AC shall consider the OD's recommendation as soon as possible {by calling a special
meeting if required) and if in agreement, noflfy the GM: §8M via e-maitfax, Al relevant
documentation including supporting documentation must be provided. )

The GM: SSM shall promptly provide the relevant DAC the goahead to inform the
person/enterprise concerned, per registered mail, of Transnet's intention to exclude himherfit,
as well as associated companies, from further business, and the reason(s) therefor. The
enterprise/person, as well as assoclated companies, must be afforded the opportunity to furnish
reasons as to why he/shefit should not be excluded from further business, Before the lelter is
signéd by the Chairman of the DAC, it has to be vetted by the Divislon's legal department or

‘Group Legal.

The person/enterprise concerned, as well as assoclated companies must be given 14 days fo
respond. During this perlod:-

Should details of associated companies not be available as yet, Internal Audit should be
requested to do the necessary (TC searches to determine associated links between the
enterprise/person(s} to be excluded and other enterprises, ID numbers of directors, efc; .
timmediately this information becomes available, the said assoclated companies should be
informed of Transnet’s Intention 2s detailed in paragraph 7.6.3 above.

7.8.4.2 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;

7.64.3 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

B —
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a copy of the précis as well as a copy of the tenderer's {and assoclated compan'ies’) respanse to
the GM: 8SM, for prior perusal,

The Transnet GCFO shall make the final declsion based on a recommendation from the
DAC and the GM: SSM

After the DAC has formally considered the malter at a meeting and concurred in the
recommendation to exclude the enterprise, it has to promptly present iis recommendation to the
GM: SSM for consideration and presenlation to the Transnet GCFO, or his delegate for
exclusion of the enterprise, its directors/owners/partners, as well as associated
enterprises.

Upon approval by the Transnet GCFO or his deiegaie, the List of Excluded Tenderers will be
updated by the GM: 8SM who will also ‘be responsible for notifying the relevant company{ies)
and its directorsiowners/partners, as well as assoclated companies, per registered mail of
Transnet’s decision to place them on its List of Excluded Tenderers for 2 specific period,

Rescinding of a declsion taken may only be considered by the Transnet GCFO

The Transnet GCFO or his duly authorised delegate may at any time, on good cause shown,
rescind a declsion taken or reduce the period of exclusion as initially determined,

The extent of exclusion shall be determined by the Transnet GCFO

Any restriction imposed upon any personfenterprise shall, unless the Transnet GCFO, or duly
authorised delegate, determines otherwise, apply to any other associated enterprise/s under the
same or different name. Howaver, 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 fo an agent or employee of the
peison/enterprise concerned, or hig/her spouse who may be doing business under a different
name,

S8M shall be responsible for the updating and distribution of the List of Excluded
Tendsrers '

Any decision taken by the Transnet GCFO, or duly authorised delegate, in terms of these
directives on exclusion or any rescission or moditication of any such decision shaill be reported
to the GM: SSM who will notify all the Transnet Entities,

As stated in paragraph 2.17 dbove, the CIDB will also be administering 2 similar fist.
{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
Transnel’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 Jist 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 refated work as well.

Representations re exclusions may be made to the GCE whosa decision shall be final

Any person/enterprise against whom a decision with regard to exclusion from further business
has been given may make representations to the GCE whose dec’sion shall be final.

The Law of the Republic of South Afrlca shall govern all contracts

The law of the Republic of South Africa shall govem the contract created by acceplance of a
tender/quotation. The address for the serving of notices shall be a place in the RSA 1o be
spacified by the tenderer in his tender/quotation, at which all legal documents may be served on
the tenderer who shalf agree to submit to the Jurisdiction of the courts of the RSA., Tenderers

A rn e ) e
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7.12.2

NOTE:

from abroad shall, therefore, state in their tandérlquomﬂon the name of thelr accredited agent in
thé 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.

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 parficipation in any legal steps.

Before agreeing on another foreign jurisdiction's law, the legal department's opinioh and consent
must {irst be obtained, A Division must usé its own internal tegal department or Group Legal if it
does not have its own.

PART 8: DETAILED FUNCTIONS OF GOVERNANCE STRUCTURES

8‘1

BI1.1
8111

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 CEQ - See paragraph 8.1,3.1(iv)below}, -and within fhe CEQ'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 fo the relevant person in the
hierarchy with the appropriate delegated powers for the parficular 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 simifar roles and responsibliiies to that of the DACs,
will cater for the Group Corporate Head Office requirements. The TAC will have no higher status
than the DAC's, and therefore any matters handled by the DAC which exceed the jurisdiction of
the DAC (i.e. the Delegated Powers'of the CEO of the particular Division), will not be referred to,
or via the TAC, but directly to the person with the necessary Delegated Powers for the relevant
R-value of that particular transaction. For more details regarding the role, function and
composition of the TAC, please refer fo Paragraph 8.2 below,

Composition of the DAC

The DAC shall consist of senior management members/Divisional Exco members within the
Division who shall be appointed by the CEO of the Divislon for a spacific term;

)] A Chairman who will either be the CEQ, or an executive or senior management member
appointed by the CEO, preferably the Chief Financlal Officer (CFO) of the division.

{tn A Deputy Chairman, who shall be one of the members mentioned in paragraph (iii)
hereof,

(iip 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
lo aftend a specific meeting, his/her alternate should then attend so that that particular expertise
will not be lost at that parficular meeting. Ideally, attendance and participation by members and
alternales should be one of thelr KPls, measured by the Chairman of the DAC.
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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 explalned prior to a scheduled
meeting or during circulation of a matter, such query should be referred to the Secretary.

81.2 Meetings

8.1.2.1 The DAC shall meet at such intervals and on such special cccasions 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 Functlons of the DAC: Expsnditure contracts
'8,4.3.1 The functions of the DAC are:-

0] To consider 2l 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.

(if) To consider all subsequent amendments to material provisions (i.e. which have a cost or
risk implication) of contracts exceading R2 million or where the original value of the
contract plus the value of the amendments will exceed R2 milfion {Refer to Paragraph
7.3 below),

(ii) To consider- all recommendations in respect of tenders/quotations as well as any
extension of existing contracts of which the origlnal period, or the original period and the
extension of the period together isfare 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 lunger than a perod of 2 years, the
DAC's prior written approval should be obtained.

NB. For non-core businesses thls Himit is one year — refer to CEO's Dsleqgated

Authority as stipulated in the Transnet Group Delegation of Authority {Group

Limilts of Authority}- Available on the Transnet Intranet.

(v}  With regard to (i), (i) and (1ll) above, DACs may at thelr own discretion decide to
lower these limlts andlor introduce similar structures on local or regional tevel, to
cater for matters falling below the juriadiction of the DAC. All such “deviations”
from the lald down thresholds must be clearly stipulated in the Terms of
Reference of the respectlve DACs. It is also advisable that the Divisional
Delegated Power Matyix, similar to the Transnet Matrix be included as patt'of the
relevant DAC's Terms of Reference 50 as to ensure that there is no uncertainty as
to the approval thresholds.

) When considering any fender/quotation or any amendments thereto, the DAC may -

(a) ask questions and request information or advice from any person;

(b recquest any Transnet employee to appear before the DAC;

(o] refer the submission back for reconsiderafion;

(d) offer comments, or note matters submitted for information only;

(&) condone tha 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 Divislon. 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);

1] reserve a declsion pending further Information or clarification of a specific
matter; andlor .

(o)  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 periaining to such Approved Lists, and to administer such fists utilised in
its division. This function may not be delegated to Local / Regional DACs, .

(vij  To consider and make recommendations to the GM: SSM regarding all aspects
pertaining {o Transnet's List of Excluded Tenderers. The GM: SSM will administer the
List.

{(vii) To monitor/administer the opening of all tenders/guotations irespective of the value.
DACs may at its own discretion and depending on internal structures, delegate the
opening of tenders/quotations under a certain monetary valus, to regional Procurement
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officesflocal sub-tender commitiees, provided that it has satisfied itself that proper
procedures as specified In this Procedures Manual, are in place and are monitored from
time fo time.

{i)  To obiain 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 deerned necessary.

x) To refer to the GM: S5M for directives all policy and legal questions which arise out of
the laid-down procedures or out of a tender/quotation, contract or confract amendment,

(x}  To exercise such powers and perform such duties as may be conferred or imposed by
the laid-down procedures;

(<)  To perform ather functions as the GM: 88M; GEO or CFO may dstermine or deem
necessary.

{xil)  NB: Submissions by divislons 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 posslble assoclated expenditure {(procurementjcontracts 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 refened back
by DACs for trivialities,
NB: The DAC may only refer a matter back for reconslderation or remotivation. it
may under no circumstances change a submisslon 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 agres 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 gonds and procurement
of services before the acceptance of the tenderfquotation is communicated to the
tenderer (i.e. the contract is concluded) by 2 manager with the appropriate Special
Delegation of Authority,

(i) the financlal provision is adequate; and

(i the best Interest of Transnet is still being served at {he time of concluding the contract.

8.1.6 Functions of Deputy Chalrman

8.1.5.1 in the absence of the Chairman, the Depuly Chairman shall act for him/her and shall be
empowered to perform all the duties and exercise all the powers heid by the Chairman under the
latd-down procedures.

8.1.86 Absence of Chairman and Deputy Chairman

8.1.6.1 In the absence of the Chaitman and the Deputy Chairman from a meeting of the DAC, a
Chairman shall be elected out of the members who are present,

84.7 Quorum

8.1.7.1 Fifty percent plus one of the members appointed af 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 faken Into consideration to forrn 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 alternale has a direct or indirect personal interest in a tender
or has been or can be deasmed to have been personally involved in the business decision which
gave rise fo a recommendation fo 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
deliperates the specific matter. The Chairman shall decide whether or not such member shall be
recused or not. This shall be minuted and kept on fhe 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 casling vole 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 substantialy 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 rght 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,

B.1.8.2 A resolution taken in such manner shall be officially recorded in the minutes of the next DAC
meeting.

8.1.8.3 in exceptional circumstances due to the non-availability of members, the votes of a member
andfor alternate may be taken into account In order fo obtain a quorum. The sfipulation
contained in paragraph 8.1.8.2 above shouid 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 SS8M Funcfion 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 & meeting of the DAC are provided the
means of declaring any interest in matters serving before the DAC;
- ensure that & proper register of such declarations of interest be kept with the

Minutes of that particular meeting.

- keap proper minutes of the proceadings and resolutions of the DAC, keep
copias thereof for auditing purposes and communicate such resolutions to the
relevant internal role-players.

- ensure that, by means of a proper cerlificate, duly signed by the Secretary and
the Chalrman 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-flled 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 sha! -

{i make a revised submission fo the DAC; or

(in if he does nof agree with the reasoning of the DAC he shall, with the
concurrence of his executive officer, re-motivate his original submission to the
DAG, whereafter the DAC shall reconsider the matter; or

(i) 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 GEO, only the CEO (if
hefshe is not the Chalnman of the DAC), may “overrule” a DAC decislon. In the event of a
Manager seriously disagreeing with a declslon made by the CEO, helshe may refer such
matter to the GM: SSM who will make a recommendation to the Transnet GCFO, whose
declislon shall be final and binding on all the parties. Also refer to paragraph 5.5.2 above,

8.4.12 Application of Gavernment Policy

8.1.12.1 In cases where Givernment policy is involved and, In terms of directives, a dscision must be
obtained fegarding its application, the DAC shall submit a recommendation to the GM: S8M,

8.1.13 Format of Submissions (Précis)

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 précis. 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.0. Tender

documents, authority to communicate or negotiate etc.

8.1.13.3 All submissions should be handed in by at the latest 12h00, the preceding weskday, 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 delermine 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 Transnat Board of Direclors).
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 Maliix - available on the Transnet Intranet, as well as paragraph §.1.3 of the
framework matrix which governs the increase in estimated total cost (ETC) of existing, already
approved projects in excess of R100 miltion. This procedure is supplementary to the DAC
approval as stipulated in paragraph 7.3 above.

' Therefore in cases whene the R-value of the contact to be concluded, exceeds that of the CED
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 aither with the CEO, the GM: SSM, the Transnet GCFO
or the GCE, depending on the R-valua 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 matlers handied
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 TAG, but directly to the person
with the necessary Delegaled Powers for the relevant R-value of that particular transaction,

8.2.1 Compositlon 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:

()] A Chairman, who will either be the GCFO o an executive or senior management
member eppointed by the GCFO; .

{ii) A Deputy Chalrman, who shall be one of the members mentioned in paragraph ({iif)
hereof,

(ii}) 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. 1 is 8 minimum requirement for
members fo complete Level 2 of the Certificate in Purchasing and Supply. The General
Manager: 3SM should also be a member.

8.2.1.2 Members, by virlue 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 thelr KPls 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 GCFQ may instruct that & meeting of the TAC be called af 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 behslf of
Divisians 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 s imperative that the SMGC (specifically the Secretary) be pro-active and_ clarifies
unceriainties 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.

8.31 Composition of SMGC

8.3.1.1 The SMGC shall consist of senior management members from Policy and Govemance, 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 Cerificats in
Purchasing and Supply.

8.3.1.2 Members, by virtue of their expertise, are required to attend ali meetings if at all possible.
8.3.2 Meatings

8.3.2.1 The SMGC shall meet 2t such Infervals and on such speclal 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 detal in lis 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 Stralegic Sourcing Commaodities 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 valye.

84  CAPITAL INVESTMENT COMMITTEE (CAPIC)
841 Purpose

The CAPIC shall enstire 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 refating 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.

842 Gomposition
CAPIC is constituted as a committee of the Transnet Limited Group Executive Commitiee.

The Chairman will be the Group Chief Financial Officer,
The Secrelary shalt ba the Group Company Secretary

The following shall be members of CAPIC:-

The Group Chief Financial Officer {Chairman);

The Group Chief Executive {ex officia);

The Group Chief Operating Officer;

The Group Executive: Transnst 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 compasition of this Cormmittee or determine that 2 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’
altendance at CAPIC meetings.
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843 Quorum
The quorum will be six members.
844 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,

845 Reporting responsibilitios

CAPIC shall report to the Group EXCO through its Chalrman.
8.48 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; ’

8.4.8.2 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 capltal expenditure project over
another,

84.6.4 Monitor the implementation of project plans to ensure that approved capital expenditure projects
are camled 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 circurnstances, it
be necessary fo.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
amangst others, risk management and that such projects reflect value-for-money; and -

8.4.8.7 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 subjeci to review from time to time.

8.4.7.2 Informal or ad hot meetings may be convened as and when required by the Group Company
Secretary,

B8.4.7.3 Papers for consideration by the Commitlee will be submitted in the normal course at least 5
days before the meeting to enable members to stiudy the documentation and allow adequate
opportunity for formal and informal discussions.

85  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

v
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()] Monilor correct interpretation/adherence ko 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;

i Maintenance of the Transnet internal Intranet as well as the updating of the ’
external internet website as far as procurement palicies and procedures are concesned;

{q) Continuous capacity building at Divisional level;

{h} Administer Transnet's List of Excluded Tenderers;

0] Provide assistance and expertise through Sourcing Teams on the transversal and other
projects/commodities identified; and :

] CSDP. '

851 Strateglc Supply Management (SSM) Strategle 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 mofivated 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 Intemational procurement best practices, whilst at the same time
maintaining the fine balance batween Transnet's business objectives (optimal profit realisation)
whilst making its contribution o the national programme of BBBEE.

852 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 falr, equitable, transparent, compelitive 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;

85.2.2 Creating an snabling environment for the development of Transnet's SSM operafors, ifs
governance structures and the tendering fraternity at large on how to conduct business with
Transnet.

PART 9: BROAD-BASED BLACK ECONOMIC EMPOWERMENT (BBBEE)

91 Legal requirements

9.1.1  The Constitution provides that in order to promote the achievement of equality, measures
designed {o protect or advance personsicategories 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 parsons,
disadvantaged by unfair discrimination.

914 The BBBEE Act was then enacted In 2004 with one of its objectives being to establish a
legislative framework for the promotion of BEE,

8.1.6 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 fo 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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¢, The strategy should also provide a system for organs of state, public enfities 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 ltis Transnet's inlent to:-

= Promote ifs role as a respansible corporate citizen in the context of BBBEE and Preferential
Procurement,

* Facililete the development of BEE enterprises by making opportunities available throughout
Transnet.

»  Asglst in the development of EME's and QSE's.

92.2 The purpose of this BBBEE Document

8.2.2.1 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 preferentlal procurement from BBBEE
enterprises (as defined in the deflnitions seclion 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 imptementation of a BBBEE and preferential procurement process.
It will be reviewed and updated in order to continuously achieve the objectives of Transnet.

9.23 Scope and applicability

8.2.3.1. This BBBEE document applies to all purchases of gocds and services and will apply to ali QSE's
and EME's, as well as large suppliers with sophisticated financial, technical and managerial
capacity. '

9.2.3.2 1t shall apply to and Impact on all levels (R-valus) 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.

8.2.3.3 Tender documents must specifically state that BBBEE preference in terms of the DT} Codes of
Good Practice will apply. A supplier's BBBEE status in terms of the DTl's Generic Scorecard will
determine the degree of preference which will be acknowledged and in terms of the PPPFA’s
80/10 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 Infranet.

9.2.4 Ohbjsctives

8.2.4.1 The successful implementation of the Transnet BEBEE approach will be evaluated against the
achievement of spend targets as outlined by the DT] and as set by the GM: SSM,

8.24.2 All sourcing documentaion must emphasise preferential procurement and local supplier
development as key differentiators (i.e, selection criteria).

8.2.4.3 The underlying objective of the. BBBEE methodology is to create an enabling environment for

BBBEE enterprises (as dafined) to access available procurement opportunities within Transnet.
BEE enterprises will therefore be engaged as;

» principal confractors,

= joint venture pariners,

« professional service providers,

» sub-confraciors, suppliers &nd or manufacturers,
Their engagement should add real value to the supply chain,
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9.25 Strategic Intent
8.2.5.1 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 {o spacifying to potential suppliers:

- The rand value or percentage of the tender that should ba fulfilled by the
participation of Broad-Based black enterprises, QSE's and EME’s.

- The minimum black equity ownership that should be fulfilfed 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 seclor eharters,

- Skills transfer and training.

- Employrent creation and employment equity.

9.25.3 Transnet will encourage ‘“value-adding® joint ventures belween non-contributors o

empowerment and local suppliers (preferably empowered QSE's and EME's).
t

Bidders may develop joint ventures in order to comply with Transnet BEE requirements. The
following documents shall form part of thelr 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.

»

* & »

9,26 Proferentlal procurement targets and Reporting

8.2.6.1 To promote BBBEE in the procurement of goods and services, targets will be set and agreed fo
by all the ODs and approved by Transnet’s GCFO,
Targels 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: 88M.
The overriding principle in the setting of such targets is that:
» A secloral 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 aliocation.

9,2.7 Enterprise Development Model

8.2.7.1 Enterprise Development, being one of the DTP's BBBEE pillars of empowerment, places an .
obligation on Transnet as a State Owned Enterprise ("SOE”), to also gontribute in a significant
way towards the growth and devasiopment of emerging black entrepreneurs, who would
ultimately be the beneficlaries of this support inifiative. Transnet has a further responsibility as a
major spender in the secter o ensure that opportunities and growth in the industry include
emaerging black entrepreneurs through policy, procedures and “spend trends” and do not exclude
them.

8.2.7.2 Enterprise Development can comprise one or & combination of the following interventions:-

e Facilitation -of training, mentoring, counselling and professional support for selecied
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 1o 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, ete.

» Enterprise Development will be addressed In & coordinated manner through the CSDP
initiative - refer to paragraph 4.3 above,

-
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8.2.7.3 The Main objectives of Enterprise Development are:-

« Todevelop 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 seclors, ' ‘

»+ To ensure that adequate investment in local small business Is maintained in a meaningful
way thus supporling 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 commitled to making a difference and
growing the economy.

9.2.7.4 Transnet recognises that QSEs and EMEs have an economic role to fulfi in the future of South
Africa. They contribute to job creafion and the couniry'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 invalve 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 o 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
pariicipation of QSEs and EMEs,

« Encourage value-adding Joint Ventures between laige established suppliers and QSEs
and EMEs giving the latter access to latest technologies and skills.

+  With appropriate institutions and govemment agencies, co-ordinate capacity building
pragrammes for QSEs and EMEs.

*  Provide tender advice to QSEs and EMEs.

8.2.8 Supplier Compliance to BEE

9.2.8.1 Transnet encourages ils 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
' K% ) documents that may be required by Transnet. These shall form one of the critical criterla 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.

93 Interim implementation

8.3.1 Suppliers must be measured in accordance with the DTI Generic Scorecard provided for in the
Codes of Good Praclice.

9.3.2 Bxsting suppliers must be made aware of Transhet's policy and efforts made to encourage
these suppliers to embark on BBBEE initiatives. All suppliers shall be informed that Transnet
fully endorees and supporis 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, JV's etc.)
as part of their tender responses, Transnet will accordingly aliow a preference in accordance
with the 80/10 preference system, as per the PPPFA, to companles who provide a BBBEE
Accreditation Cerfificate. 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 © February 2007. Verifications are only valid for one
year, Also refer to the BBBEE Circular and RFX Clause avallable on the Transnet Infranet.

Enterprises will be rated by such agencies based on the following:-
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Typs of Annual Turnover . | Number of Elements Scored on of the BBBEE
Enterprise Generic Scorecard
l.arge in excess of R35 million JAll 7 elements

8.4

9.4.1

Qualifying Small [Between RS million and |Any 4 elements (equal weighting of 25% each)
IE_nterprise {QSE) [R35 million ’

[Exempted Micre [R5 million or less Deemed to be 100% compliant. Automatic Level 4
Enterprise (EME) rating irespective 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 tumover (i.e, audited financials) plus
proof of Black ownership if Black ownership >50% or Black Women ownership >30%.

In addition fo 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 raling cerlificate 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 fo be included in all Tender documents, which is available on
the Transnet Intranet and which is already included in the various RFX templates.

BEBEE evaluation process

Following the enactment of the BBBEE Act and Codes of Good Practice, it is now incumbent
upon Transnet fo align its internal policles 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 essenfial, 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 govemn the
implementation of the Act have only been promuigated in their final form on & February 2007,
Transnet has decided fo 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
transifion period until 31 August 2008.

Conirary 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 enfrepreneurs
who already own and run their own successful businessas, but will also accommodate those in
need of skills training, employment or devalopment opportunities,

Tender Evaluation

The following guidelines are to be followed with regard to the evaluation of tenders:-
Accreditation agencies {(See paragraph 98.3.3 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 Generle welghting

Ownership - 20%
Management 10%

B mp———
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Employment Equity 15%

Skills Development 15%

Preferential Procurement 20%

Enterprise Development . 15%

Social Investment / Other 5%

FOTAL SCORE measured out of; 1060%
Table 2:

BEE Status Qualification ) Recognition Level
) (Mulfipiier)
Level One Contributor  |2100 points on the Generic Scorecard 135%
Level Two Contributor >B5 but <100 points on the Generic Scorecard 125%
Level Three Contributor  [275 but <85 on the Generic Scorecard 110%
t.evel Four Contributor  |285 but <75 ¢dn the Generic Scorecard, or any 100%
micro enterprise '

|Leve! Five Contributor  [255 but <65 on the Generic Scorecard BO%
Level Six Contributor 245 but <55 on the Generic Scorecard 60%
Level Seven Conlributor {240 but <456 on the Generic Scorecard 50%
Level Eight Contributor  [230 but <40 on the Generic Scorecard 10%
Non-Compliant <30 on the Generic Scorecard 0%
Conlributor

The BBBEE rafing certificate included in the fender 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 "Exce! 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 fowest o highest on the spread sheet. The lowest technically acceptable price will
score the full 80 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 fo the relevant DAC,

it should be noted that this system Is used during the evaluation process to determine a falr and
transparent BBBEE preference (i.e. to determine the prefarred 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 prefetred 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 afe entered on the
relevant Exce! 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 fo be followed to adjust tender prices fo a
common comparative basis. Note that this comparative price does net include BBBEE preferences at
this stage. After entering the comparative price in the relevant column of the BBBEE calculator, and the
BBBEE status and preferencs In terms of Table 3, the BBBEE Calculator will calculate the relevant score
out of 100 for price and BBBEE,
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Table 3:
BERSIATUS . nin o T TE TLF Y PEE PREFERENCE. - 7
S L .12 . _‘«‘ ! ‘ T ,‘,“ ; 90’10”“10-% T
Level One Contributor —

0%

Level Two Contributor
Level Three Contributor
Level Four Confributor
Levs! Five Contributor
Lavel Six Cantributor
Level Seven Contributor
Level Eight Contributor

Non-Contributor
Table 4:

Tenderer Tender Point BBBEE BBBEE Total out of | Final Ranking
& ranking Price outof 90 | confribution Point 100 {(BBBEE {Price and
oh price for price level outof10 | 410 & price 80) BBBEE)

X - N/A | R88E5 000 Tech. N/A N/A N/A N/A

non-
compliant
A -1 R2300000] 00 Level 8 2 g2 2
B .2 R2400000| 86.08 Level 3 8 94.09 1
C-3 R2 500000 | 82.17 Level 7 4 86.17 4
0-4 R2 550000 | 80.22 Level 1 10 90.22 3

From Table 4 above, Tenderer B becomes the preferred bidder as he has attained the highest score out
of 100. The recommendation fo the DAC will therefore be In favour of B (and not Tenderer D although D
has the highest BBBEE confribution 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 o tha 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 entitie Transnet to report 110% of the contract value as BBBEE procurement spend,
i.e. R2 350 000 X 1.10% = R2 585 D00,

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 abave, is based on the 80/10 Price /
BBBEE principle. Where appropriate to also include technical or quality In the weighting out of 100, this
Inevitably means that the weighting of 80 for price will be diluted.

Forexample: Price 50
Quuality/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:

Tabhla &:




TRANSNET-REF-BUNDLE-08520

o

Mot

4

CONFIDENTIAL PROCUREMENT PROCEDURES MANUAL
{FOR INTERNAL USE ORLY}
Rev | Page of
0 72 26 May 2008
BASIS FOR COMPARATIVE OFFER :
PRICE AND BBBEE {90/ 10)
Namse of Financlal Comparative | Points for BBBEE BBBEE Total Ranked % Premium
Tenderar ; Offer Offer Financlal Level of Point | polntouwt Tech- Promium payabls in
Ranked highest {P) {Pm) Offer Contrdbution | outof of 100: nical, payable Rands
to lowest {Leval 110 8) 10 Prico 80 & | price and
(sori0) | BBBEE BBREE
1
TENDERERF | NON RESPONSIVE
TENDERER G | NON RESPONSIVE
TENDERERH _ | NON RESPONSIVE _
Tendorer A | 3.700,000 | 3,700,000 | 90.00 Tovel 9 o ] o000 | 1 0 RO
Tenderer B 4,535 000 3,700,000 69.69 Leval 7 4 7369 - 2 23 835,000
Tenderet C 6,500,000 3,700,000 46,22 Level 1 10 56.22 3 49 ' 1,800,000
Tenderer D 6,400,000 3,700,600 24.32 Level 4 7 3132 4 73 2,700,000
Tenderer £ 7,400,000 3,700,000 7.30 Lovel 1 40 17.30 5 02 3,400,000
Table 6:
BASIS FOR COMPARATIVE OFFER :
PRICE, TECHNICAL AND BBBEE (50 /40/10)
Name of Financial | Comparative | Tech- | Points BBEEE BEBEE Total Ranked % Premium
Tenderer : Offer Ofar nical for Leval of Fointout | polntout Tech- "Mgf" payable In
Ranked highest ] (Pm} Scors | Finane! | Contribution |  of 19 of 100: nical, [ PYT" | Rands
to lowest Max 4D | al Offer | {Leve!lto9) {80/10) Price 80 & | price and
BBBEE BUBEE
10
TENDERERF | MONRESPONSIVE
| YENDERERG | NONRESPONSIVE
TENDERERH | NON RESPONSIVE
T = ; N L . _
Tenderer A | 3,700,000 | 3,700,000 76 [ 5000 | Levels | O 7000 | 2 | € RO
Tendecer B 4,535,000 3,700,600 25 38.72 Leval 7 B87.71 3 23 RO85m
Tenderer C 5,500,000 3,700,000 35 25,68 Level 4 10 7087 i 49 R‘I,Sm_'
Tendoerer D 6,400,000 3,700,000 40 13.51 Level § 7 60.51 4 73 R2,7m
Tenderer E 7,100,000 3,700,000 30 405 |, Levell 10 44,05 5 a2 R34m

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% ie. R1,8
more, The use of Table 6 as part of the tender evaluation critetia should therefore be made with great
cirgumspection.

This however does not mear that the latter method (Table 8) should never be used. Where the best
quality s 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 o all prospective tenderers, and to prevent the possibility of
manipulation of the technical weighting during the evaluation phase, the welghtings of the three main
evaluation criteria (Price, BBBEE and Technlcal/Quality) must be disclosed in the tender documents Le.
before the tender is issued. As stated in paragraph 5.3.1.11 above the actual individual weightings of the
different components of “Technical® should not be disclosed. it need only be listed, not necessarily In
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order of importance, to ensure that tenderers submit their best offers on all the technical criteria and not
only those which carry a relatively high weighting.

Tt 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 Transhet's List of Excluded Tenderers? {or on the
CIDB's List of Excluded tenderers if a CIDB Construction related tender)

= Has the company produced a valld Tax Clearance Certificate?

= On CIDB{enders — 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 Cerlificate? (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 evalualion criteria, after having
determined a minimum threshold for technical compliance. All tenderers who exceed the minimum
threshold then proceed o the next round i.e, Price and BBBEE evaluation In terms of Table 5 above. It is
important to note that alf tendeters 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 thelr technical scores Into a Table 8
scenario where a score is again allocaled 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 Palo,

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 o undertake postiender negotiations with mare than one preferred bidder if the scores
attained by the various contenders as per Tables & or 6 above are very close.

PART 10; DEFINITIONS
10. Definitions

10.1  Inthess Procurement Procedures:-
10.1.1 “Board of Directors” means the Board of Directors of Transnet Limifed;

10.1.2 “Chalrman” means the person who is appointed as Chairman of cne 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
gnd responsibilities assigned to the "CEQ" 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 Financlal Officer in an Operating Division of Transnet, whilst Transnet
GCFO means the Group Chief Financial Officer in the Group Corporate Head Office, who
reporis directly {o the Group Chief Executive {(GCE).

10.1.5 “CPO" means the Chief Procurement Officer of a Division of Transnet, or Speclalist Unit, or core
or non-cote businesses), In smaller Transnet Divisions which do not have a designated CRO,
powers assigned to the CPO in terms of this document wilt be vested in the GEQ of that Division
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personéily. With regards to the Corporate Head Office, the GM, Strategic Supply Management
will be regarded as the "CPO” for the purposes of this document (PPM)

10.1.6 “contender” means any person who has submitted a quotation, as opposed o *lenderer”

10.1.7 “BBBEE enterprise” means any supplier or confraclor who has been rated anything from a
Level B (10 % recognition level) to a Level 1 (135% recognition lovel), as defined in the BRBEE
Act and Codes of Good Practice issued by the DTL

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 actvities as well as the maintenance of existing civil, mechanical or elecirical
structures.

10.1.9 “DAC" means the Divisional Acquisition Council of an Operating Division, Specialist Linit or
Business. Unless specifically stated otherwise “DAC” also Includes sub-acquisition councils
operating under the auspices of the DACs and which calers for fransactions falling below the
minimum threshold of the DAC, e.g. Acquisition Councits operating on a local or regional bass,
as well as the TAC and SMGC catering for Corporate Head Office and transversal procurement
respectively.

10.1.10 “delagated 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 {o retrospectively authorise, condone or rescind a decision
already faken 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 falr 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” mezans the deliberate circumvention or atiempted 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 achleve an advantageous BEE recognition level, or
the deliberate non-honouring of BBBEE commitments made at tender stage with regards fo
subcontracting or JV initfatives, for the purposes of securing business. Unless such non-
honouring has been duly reported to Transnet and considered io be beyond the control of the
main contractor / JV pariner, such actions will also be regarded as deliberate mistepresentation
and fronting.

10.1.16 “frultless 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 physlcal object or objects whether raw or processed material, movable or
immovabls, which has value; '

10.1.18 “Group Chlef 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 hisher stead, at any given time, in terms of a proper Mandate;
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10.1.18 "GM: Strategic Supply Management” means the General Manager who heads up the Strategic
Supply Management Function (GM: SSM) in the Cdrporate Head Office, or the person acting in
hisfher 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 hereln) 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 imporied whether by the tenderer or his supplier or
sub-contractors;

10.1.21 “incoterms™ being the collective term for any of the foliowing types of import / export payment
cost structures (in the case of Transnet mostly the importer):-

“EXW" — Ex Works —~ the selier 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
uriloaded.

“FCA” — Free Carrier — the seller has deflvered 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 Alongslde Ship — The seller has delivered the cargo, the costand the risks,
when they have done FCA plus they have iaken 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 FASB plus they have taken the cargo passed the ship’s rail.

“GFR" — 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.

#QIF” — 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 porl of destination. Risk
stitt 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
ihey have done DES plus off load the cargo at the desfination port.

“pHUT — Delivered Duty Unpald — The seller has delivered the cargo, the cost and the risk
when they have done DEQ plus taken the. cargo fo 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.

#GIP” — Canriage and Insurance Paid To ~ The sefler 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 st any frontier (border) but not at
the buyers froptier 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 expendifure incurred in contravention of, or that is not In
accordance with a requirement of any applicable legisiation, 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 dufies and the like, at the South African port of entry, as
well as inward transportation and handfing cosls 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 porfion 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 contraci, the parficular performance (eq. sale/purchase, service and hireflease), price
(including alleged pricing errors), time for performance, cession and/or assignment, new
provisions, waiving of penalties, extension of fime, exercising of options, quantiies,
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,
efc., and which may entail additional costs or risks;

10.1.28 “non-material provisions” means amongst others a provision which has a bearing on the
place/manner of defivery, place/time/manner of payment, name of the manufacturer, or any
other amendmentchange and which does not entail additional costs or affect the
creditworthiness of the contractor;

10.1.28 “notice” means in respect of fenders, the usual brief press notice and regarding quotations, a
letter with simtfar 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"parcelling” means the practce 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 ifs 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 Iife of longer than twelve months.

10.1.33 “gquotation” means a request fo do business which is restricted to certain tenderers who 2lone
can submit a price, or such price which is submitted;

10.1.34 “QSE and EME” means Qualfying 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 terrtory of the Republic of South Africa unless the
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contraty appears from the confext and the word *South African® refers to the same territory,
uniess the conlrary appears from the context;

10.1.37 “RFX” is the collective noun for anyone of the following:~

RF] ~ Request for Information (mostly used as the 1% phase of the Two-stage tender
system ~ nomnally prices are not tendered at RF| stage tharsfore no business
may be concluded against a RFI).

RFQ - Request for Quotation (mostly used for fransactions <R2m. See paragraph 2.4.
abave, However CEO's may at their discretion lower the "3 quote limit” see
paragraph-8.1.3. (iv) abova - 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 ie. for
transactions > R2million, However, CEQ’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 lender, where the value of the business
is >R2m. Since prices are tendered on a RFP, business may bs awarded on a
RFP).

EOI -~ Expression of Interest: Very similar fo a RFI and used merely to gauge what is
available in the market, If the market is unknown. An EO} can be used in phass
1 of the 2-stage tender as well, A firm price commitmant will not be calfed for in
an EQI, hence no business can be awarded againstan EOL,

10.1.38 “service” means a work In respect of which the tenderer undertakes inter alis 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
periotl and for consideration (compensation); by

{i) making his and/or his employees' expertise avaiiable; or
£h) providing and using the tenderer's employees, and exarcising supervision
over the work;

(i) making available and using the tenderer's employees as well as any
equipment, machinery or goods that may be required, and exerclsing
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 “tenderar” means any personfenterprise which has submitted a tender (as opposed fo
contender);

10.1.42 “Transnet” means Transnet Limited, Reglstration Neo. 1890/000900/06 incorporated in terms of
the Companies Act, 1873 (Act 81 of 1873), as amended;

10.1.43 “year” means any defined period of twelve consecutive months,
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Feziwe Phungula

From: alton@csrzelc.com

Sent: 19 December 2011 03:43

To: Garry.Pita@transnet.net

Subject: Re: 95 electric locomotives for South Africa

Dear Mr. Pita,
Thank you for your e-mail.

We were very pleased to have the chance to meet with your Group CEO, Mr Brian Molefe at the beginning of
December. We expressed our interest in your tender for 95 electric locomotives and the South Africa market as well,

Regarding the tender document, we are contacting with Mr. Lindiwe Mdletshe and transferring the money to your
account for getting the document. Due to only the SA Rand is acceptable, the money transferring process is a little
bit complicated. But we believe that we could get the tender document with in this week.

II(TZ”’ ,%(ou are very kind to facilitate us your support on the tender document if we need and inform you.

508

Thank you again for your concern.

Best regards
Sincerely yours,
Wang Pan {Alton)

Deputy Director
Overseas Business Division
CSR Zhuzhou Electric Locomotive Co., Ltd.
Tianxin, Zhuhou, Hunan, China 412001
Tel: +86-(0)731-28446465
Fax: +86-{0)731-28446446
" Mobile: +86-13873369604 '
E-mail: alton@csrzelc.com
Web: www.csrzelc.com

--------- Original Messagg--s<--

>From : <Garry.Pita@transnet.net>

>To :<alton@csrzelc.com>

>Subject: 95 electric locomotives for South Africa
>Date :2011-12-16 17:05:35

>Dear Mr Wang Pan

>

>My CEO, Mr Brian Molefe advised me that you met in early December. He also stated that CSR Zhuzhou Electric
Locomotive showed interest in participating in our next tender for 95 electric locomotives. | wish to advise you that
this tender has been released and is available from Transnet Freight Rail. | 2m not sure whether CSR is aware of this
and has already bought the tender documents.



-
>Regards

>Garry Pita ,

>Group Chief Supply Chain Officer
>Mobile : +27834471209

>

>
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Nonkululeko Sibambato

From: atton®@csrzelc.com

Sent: Thursday, 19 January 2012 17:05

To: brian.molefe@transnet.net

Cc zhangminyu54642@qq.com

Subject: Visist in SA for 95 New Electric Locomotives
Attachments: Fax_to_Transnet_2012-1-19.pdf

Dear Mr. Molefe,
Please be kind to check attached letter, which has already been sent by fax to you.

Your attention and support is highly appreciated.

Best regards
i
iﬁ‘%%mcer ely yours,
5/
Wang Pan {Alton)

Deputy Director

Cverseas Business Division

CSR Zhuzhou Electric Locomotive Co., Ltd.
Tianxin, Zhuhou, Hunan, China 412001
Tel: +86-(0)731-28446465

Fax: +86-(0)731-28446446

Mobile; +86-13873359604

E-mail; alton@csrzelc.com

Web: www.csrzelc.com

o



TRANSNET-REF-BUNDLE-08531

HERMNEANEGTRAT

CSR g ZHUZHOU ELECTRIC LOCOMOTIVE CO., LTD.
Tlanxin, Zhuzhou, Hunan, 412001, P, R. China
Tel: +86-731-28446465  Fax: +86-731-82446448

TRANSNET . Name Wang Pan
Telephone +86 731 28446465
Fax +86 731 28446445
Attn: Mr. Brian Molefa E-mail alton@csrzelc.com
Group Chief Executive Ourreference  SA12-0118
Date January 18™ 2014

Subject: Visitin SA for 85 New Electric Locomotives

Dear Mr, Molefe,

Thank you very much for giving us the opportunity to take part in your tender for the
supply of 85 new ‘electric locomotives for general freight business. Now we are
preparing for the tender documents.

We would like to state that we are reputed world's largest locomotive manucaturer in
volume, who also have credentials to have largest locomotives commissioning facility
and can commission 34 locomtoives simultaneously. We are serious to bid and
cooperate with Transnet with our quality and competitive products.

For your reference, we would fike to participate in the briefing session held on 31
January 2012. Our Vice General Manager, Mr. Fu Chenjun will lead a delegation
consists of

- Deputy Director of R&D Center, Mr. Fan Yunxin;
- Design Manager of R&D Center, Mr. Chen Anjun; and
- Deputy Director of Overseas Business Division, Mr. Wang Pan

to visit South Africa from 30 January to 3 February 2012.
We really hope that you could give us chance and support us to arrange

- the meeting with you for the discussion of cooperation;

- the meeting with your technical group to discuss and optimize the technical
specifications; .

- the site visit on some Jocomotive depot or engineering factory to study existing
electric locomotives and investigate the operational conditions, and

- the visit and discussion with some potential or preferred companies, who are
capable of cooperate with us for the localization work.;

Thank you very much for your support and look forward to your positive reply.

Best regards,

3 %

Wang Pan
Deputy Director of Overseas Business Division
CSR Zhuzhou Electric Locomotive Co., Ltd.
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Nonkululeko Sibambato

From: Brian Molefe Transnet Corp <Brian.Molefe@transnet.net>
Sent: Thursday, 19 January 2012 18:26

To: alton@csrzelc.com

Ce: zhangminyu54642@qq.com; Gama Siyabonga

Subject: Re: Visist in SA for 95 New Electric Locomotives

Dear Mr Wang Pan

Thank you for your letter.

I have forwarded it to our Mr Siyabonga Gama who will process and respond to your Fequest. Thank you for the
interest shown in the tender.

Regards

[+ sfan MOLEFE
Haroup Chief Executive
Transnet SOC

Tel: 427 11 308 2313
Sent from my iPad

On 19 Jan 2012, at 5:15 PM, "alton@csrzelc.com” <aiton@csrze!c.com> wrote:

Dear Mr. Molefe,
Please be kind to check attached letter, which has already been sent by fax to you,

Your attention and support is highly appreciated.

£

i
i
&

Best regards
Sincerely yours,
Wang Pan {Alton)

Deputy Director

Overseas Business Division

CSR Zhuzhou Electric Locomotive Co., Ltd.
Tianxin, Zhuhou, Hunan, China 412001
Tel: +86-{0)731-28446465

Fax: +86-{0}731-28446446

Mobile: +86-13873369604

E-mail: glton@csrzelc.com

Web: www.csrzelc.com

<Fax_to_Transnet_2012-1-19.pdf>
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v Yemnsaet SOC Lxd Canlten Centre P.0. Bax 72501 s =t
Registration Nuber 150 Commissioner Str.  Parivlew TRANSNEIY
1990/006900/30 Johannesburg South Africa, 2122 : )

2001 ' TH27 11 308 2536
F 427 11 308 1312
MEMORANDUM
wasn fransnet net

To:  Mr. Brian Molefe, Group Chief Executive

From: Mr Slyabonga Gama, Chief Executive, Transnet Freight Ral
Date: 06 June 2012

SUBJECT; REQUEST TO APPROVE THE SHORT LISTING OF THE TENDERERS THAT
HAVE MET THE SUPPLIER DEVELOPMET (8D) TRESHOLD OF 60% AND TO
ISSUE LETTERS TO UNSUCCESSFUL TENDERERS THAT DID NOT MEET THE
SD THRESHOLD FOR STAGE 1 OF THE EVALUATION PROCESS :

oy BTN AN
PURPOSE:
L. The purpose of this memo is to;

¢ Provide an update fo the Transnet Group Chief Executive (GCE) on the progress on the
tender evaliation process 5s indicated In the memo to the GCE dated 20 April 2012,

¢ Request for the GCE to approve the short listing 6F the tenderers that have nig} the SD
threshold of 60% and to.approve the Issulng of l&tters to unsuccessful tehderard that
dlid not meet the SD threshold for stage? of the evaluation process,

BACKGROUND:

2. RFP No HOAC-HO+7§01. for ihe supply of 95 néw Electric Locomolives for tire Gearal Frelght
Business (GFB) closed on the 17 April 2012, Nine (9) proposals were recsived from' tenderers.
The evalustion process.was based on & 3 stage methedology as Indicated balow;

Three stage methodology (SD/BBBEE & Technical thresholds)

Stage 1 Staga 2 Stage 3
>5_‘g >B0. Evaluata
=
sn/ i Commer;lal Award
aRpE S SD/CSD :
BEBEE HUESRgp Technical G A R TINN
el

» Pilor to the' stage 1 evaluations, the Gross Functiona) Evalimtion Team (GRET) completed
a ‘responsivaness tast? on al bils reealved,

* The.siage L evaluation startdd ith @ 8-BBEE progess snd was followad! With the SD
evaluation. . .

+ A predetermingd threshold of 80% ws set for SO/B-BBEE whith Hist' Induded Further
Resognidon Critevia (FRC) evalualidr. Tenderers SP/B-BBEE subimissions needed (o agual
or eresed -the 80% -threshold-for - the. submisgien to quallfy for fiext stage of the

“evaluation process, -

3. Tenderers were required to fumnish proof of thelr B-BBEE status to Transnet SOC Ltd; fallure
to do so would result in a store of zero being allocated for B-8BEE. Fusthermore, BBBEE

1
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Actidditatiort Certificates havé be sued by verification agencies which are efther doresiftad.
bytié South Afrikan National Accretlifation System (SANAS) or registered alditors apiproved
by & Indepéndent Regulatory Baard .of Audltors (IREA), In accordafica with the approw!
granted by the Department of Trade and Industry. -

4, B-BBEE rating certiflcates In respect of JV-partners and / or subcontractor(s), as wel as a
breakdown of the distribution of the B-BBEE status were to be furnished with the tenderers
submissiors to enable falr evaluation of all submissions recelved, Incorporated Joint Ventures
also had to provide a consolidated B-BBEE certificate for the legal entity. Unincorporated
Jolnt Ventures were required to submit B-BBEE certificates for ail of the consortium partners,
As such the forelgn companies would not have provided a B-BBEE certificate and therefore
would not score any B-BBEE polnts,

DISCUSSION:

5 Whilst conducting the administiative responsivenass bast, the SD Cross Functional Evaluation
Team (CFET) noted that some'tenderers did not submit annexures as required in the RFP and
that é6ina tenderers appeared not to urderstand the requirements of the annexures. Approval
to communicate was sought from the Secretariat and all tentierérs were provided with the

opportunity to dlarify the Issues raised.

6. The “Transnet 5D CFET then commenced with B-BBEE evafuations; based on the ofterla

Included in the RFP and the BADC submission, tenderers were to be evaluated on 5D criterla

In stage 1; SD specifics accounted for 80% whilst B-BBRE and FRC aceduriting for 10% kach,

5D Sngormaﬁan was extracted from the tenderers as welf as the relevarl annewres and wiillst
evaluating the SD/B-BBEE based on the Gitarld i emerged that there was a lokal Supplier with
an Invalld B~-BBEE gerfificate (not rated by a SANAS secreditad verification &ierit or ‘an IRBA-
registered auditor) and a forelgn suppller who did nat have a local office, Trihan followed that
this methadielogy (f it included the B-BBEE certificate and FRC) wbuld have been unfair to
both the locat supplier and foreign suppllers.

7. In light of the above, the SD CFET proposed two options for stage 1 of the evaluation process;

a) Gptlen 1 - As part of stage 1 of the SD evaluation and as per the RFP and the BADC
subhission, the SD evaluation includes B-BBEE and FRC, The effect of this is that foreign
tendergs that dd not Haye locgll representation are préjudiced and wlHi-segne zero on B-BBEE,
This option doas nigt-support the B-BBEE Codes of Gopd Prachice dlause’whieh allows for such
forelgn comipanies, if vepistered locally (o8, start-up enterfrises) to be desfned tp have a B-
BBBEE stafus of “Level 4 contributer” In the 1¥ year of opelatioh only, Based on option &, the
foliowing three (3) tenderers met the minimum SD threshold of 60%.

1. Slemens
2. Bombardlar
3. S5MM Censortium

b) Oplian 2 - As part of stage 1 of the SD evaliation avaluate only sb speaifics (excludé. B-BBEE
and FRE) Iff stage 1 snd evelupte B-BEEE and FRC I staga 3, Glven the nalfé of the RFP
which gliracted foreign gompanies, such compiitites could not be falily evalyatéd o el B~
BHEE status and FRC In stage 1. As'per the RFP; &tage 3 eatars.for the evahuation of B-BBEE
and FRC. Based on option 2, the followlng five (5) tenderers met the. miimuny 8D $pecihic
threshold of 60%.

. Slemens

Bombardler

CSR Zhuzhou

Nelesco 85

§SMM Consortium

[y

ip N

8. It must be noted that the intention of SD Is to address the NGP objectives which is expliatly
stated in the RFP as “Transnet’s expectation was that a minirmum SD target of 60% {(shdty per
2
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cent) of the respondent's bid value be offered as part of the Supplier Development (SD) Bid
Document to be submitted” i.e. exduding B-BBEE and FRC. The RFP, in stage 1 also refers to
8-BBEE and FRC which Is In confilet with the Inftial spliit of SD. As indicated in the RFP, FRCis
Yforward looking” and would be based on the current Information as reflected in the current
BBBEE, cerfificate. As such, forelgn companies and South African companles not providing
SANAS/IRBA aecredifed B-BBEE cerlificptas will be p)egudicgd. The SD CFET supported by the
Treavsnet Interral Audit high tender review representatives opfed to use optlori 2 based on the
unfalmess of discounting foreign companles with no SA representatlon that will score zero on
B-BBEE In option 1,

8.1 The above recorsomendation entails the following risks:

a) If any of the tenderers challenge the process and request for a review of the
evaluation, Transnet may be percelved to have deviated from the evaluation In the
RFP thereby allowing two (2) more tenderers to stage 2.

b) I TFR exercises option 1, the other tenderers could dlaim that a iitera) Interpretation
of the RFP criteria is contrary to the stated spirit of SD.

8.2 The SD CFET Is of the oplinion that this fisk Is mitigated by the fact that;
a) all the tenderers were subjected 1o the evaluation criteris,
b) the triteria were applled gonsisiantly and,
c) o tenderer Is prejudicsd based on thel (forelgn) locatibn as all the tenderers are
evaluated based on what they can deliver'In line with the SD evaluation.

RECOMMENDATION

8) It is recommentied that the GCE:
+  Approves the short listing of the five (5) tenderers that have met the minimum 50
evaluation threshold of 60% a5 evaluated In dption 2 above.
o Approves the lssulng of letters to unsuccessful tenderers due to thelr blds not
meeting the minimum SO evaluation threshold for stagel which Is based on option
2 above

Redommended by:

2 08 TINE 2012
MY, THayisanga Jiyane Date
fef Procurement Officer: Transnet Freight Rall

NETN RN

Date

Mr, Brian Molefe
Group Chief Executive: Tranane
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8t August 2012-

Mr Thamsanga Jiyane
General Manager (CPO - TFR)

Locomotive tender evaluation for. the supply of 95 new electric
locomotives for the general freight business by March 2014

RepAort of the Cross Functional
Evaluation Team (Finance)

Executive Summary

The CFET (Finance) were appointed by the TFR CEO to perform the financial evaluation of
the short listed bidders for the abave tender. We have reviewed the relevant documentation
as submitted by the short listed bidders, Our review was ii_mited to the documentation made
avallable to the team, this belng information that pertained only to the finandial elerents of
the bld documents,

The evaluation criterfa utilised were those that were pre-determined and forwarded to the
CFET (Finance). These evaluation criteria were as approved by the Board Acquisition and
Disposal Committee (BADC).

Where necessary, clarity sessions were conducted with all short listed bidders, The detailed
responses of these are on hand with Supply Chaln Services (TFR).

The CFET (Finance) prepared two separate evaluation summaries as a result of certain
aspects that were deemed to have been subjective In the evaluation. The detailed schedule
of the scoring and results for both scenarios are included in Annexures A and B. These
summaries are outlined in the presentation Included as “"Annexure E”,

The detailed assumptlons and risks have been included In this report. %
\1} Page10f20 ’
Mo
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Background

Transnet Issued an RFP for the acquisition of 95 electric locomotives as estimates show that
TFR has a shortage of both heavy haul and General Frelght type locomotives, In addition to
this shortage, TFR intends to Increase volumes within the next 7 years. TFR also has a need
to modernise and upgrade its current fleet of electric locomotives as part of the fleet is In
need of replacement, As a result of the above, TFR has a requirement to procure new
locomatives In the short, medium and fong term,

The aim of the RFP was to elicit bids from Iocomotive suppliers for the proposal to supply
electric locomotives (the Locomatives) in such a way so as to contribute sufficient tractive
effort to support TFR’s growing General Freight traffic projections In the most cost effective
manner;

A Cross Functional Evaluation Team (Finance) “(the team)” was requested to assist in the

evaluation of the financial and related elements of the tender submissions, Predetermined

criteria, scoring and assoclated welghtings was provided to the members of the team as the
basis for the financlal evaluation — these evaluation criteria were approved by the BADC.

Composition of the CFET (Finance)

The following finance personnel were appainted by the TFR CEO as the CFET (Finance) and
were involved in the evaluation:

Mohammed Mahomedy — Executive Manager, Finance
Yousuf Laher — Executive Manager, Finance

Zunald Vally ~ Executive Manager, Finance

Janse Marals — Senlor Manager, Finance

Mohammed Moola - Senlor Manager, Finance

Yousuf Laher departed to the US on 18 July 2012 for training, however, the team kept in
contact with him as and when it was deemed necessary.

Page 20f 20
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Briefing session

The Supply Chain Services (TFR) ("SCS")team in the presence of Transnet Interal Audit
("TIA") brlefed certaln members of the team on the first day of the evaluation. The following
aspects, amongst others, were mentioned to the CFET (Finance) In this briefing:

= The-technical team required the base price to be normalised based on varlous options
that were requested to be Included as part of the locomotive technical specification.
These items were commonly referred to in the evaluation sesslons as the 13 technlcal
options’, The detalled schedule is included as "Annexure C” of this report,

» Three bidders were selected as short-listed bidders, They were Siemens, CSR and
Bombatdier.

The finance team were not provided with any information relating to other bidders that were
not short-listed for this tender.

Bidder files and €D’s available

5CS ensured that all relevant bidder files were made avallable to the CFET (Finance) each
day and then removed at day-end every day. Only certain commercial and financial files that
were deemed relevant were made available to the CFET (Finance).

These files remained in the control of" S8CS for the duration of the tender evaluation. At no
point during the evaluation period were any files, documents or notes removed from the
relevant offices or boardrooms where the evaluations were being performed. However, It
must be noted the finance team copled certain documents avaitable from CD's returned by
the bidders onto thelr laptops In order to conduct certaln aspects of the evaluation,
specifically as i relates to price and TCO. All notes or documents generated by the CFET
(Finance) during evaluation sessions were taken away by SCS-at the end of each day.

Certain technical files which contalned financial Information relative to the Total Cost of
Ownership (“TCO") model were reviewed for further information and darity on the TCO
model and certain components thereof. The reason for reviewing the technlcal files was

Page 3 of 20
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bidders had provided the detalled explanations and submissions for certaln aspects of the
TCO model In the technical files Eg, Maintenance plans and capital spares schedules. These
files were again only reviewed in the presence of the SCS and TIA personnel.

Declarations of interest /conflicts

All CFET (Finance) members completed and signed their declarations of Interest as required
by 5CS, before the commencement of the evaluations on a regular basls. No CFET (Finance)
member declared any Interest in the short listed bidders or declared any conflict of Interest.

¢ -

T
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Technical team involvement

At certain stages duting the evaluation, the CFET {Finance) requested through SCS darity
from the technical team around aspects of the request to “normalise” the base price. This
request was submitted to the CFET (Finance) on commencement of the evaluation, A
schedule was provided to the CFET (Finance) of items that the CFET {Technical) advised
were required. In these instances, the CFET (Finance) were advised

v that certaln bidders had provided these items as “options” in their submissions and k

« other bidders had Indlcated availability of the “options”, however, the CFET (T echnical)
were not clear as to whether these items were appropriately costed and quoted

The schedule submitted gave indications of what the CFET (Technical) expected to be done
by the CFET (Flnance). The detailed schedule is included as “Annexure C” of this report. In
summary the understanding was as follows:

» Adjust the price of the relevant bidders where proper quotes were induded in the bid
submissions

= Obtaln pricing, for those “items” included In the schedule, from bldders who had not
submitted guotes

¥ Effectively the CFET (Finance) were required to “nomalise” the base price submissions
for appropriate comparison

One member of the technical team (Devendran Govender) was made available to discuss
and clarify the base price “normalisation” Issues where necessary. These discussions took
place In the presence of SCS and TIA personnel.

Subsequent to the initial phase of the evaluation, clarity questions were submitted to the
bidders regarding the requirements of the schedule from the CFET (Technical). Certain
replies received had to be further assessed by the technical team. For this reason certain
additional clarity sesslons were held with the same member of the CFET (Technical).

Page 5 of 20
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Transnet Internal Audit involvement

TIA was present at.evaluations sessions as requested by SCS to ensure good corporate
governance. Emest and Young (SA) is the outsourced $ervice provider of the Internal Audit
function for Transnet,

We noted during the evaluation process that Emst & Young (EY) were the auditors of all
three shortlisted bidders. We also noted that EY through the Johannesburg office had fssued
a “factual findings report” to Slemens, a shori-listed bldder, relating to this tender itself,

This matter was reported to the SCS and TIA representatives present as well as the TFR
CPO. The team was advised that the process of evaluation must continue with TIA
continuing to perform the oversight role for good governance and that the matter will be
taken up and resolved with the relevant authorities.

Methodology of scoring

Scoting of points was completed using the set predetermined criterla and weightings for
each section of the financial evaluation as forwarded to the CFET (Finance) on
commencement of the financial evaluation process,

The process for scoring and evaluating the short-listed bidders was done jointly by all
members of the CFET (Finance) in the presence of SCS and TIA. All results submitted were
based on consensus agreement amangst all the CFET (Finance).

Yousuf Laher was a key person in the development of the evaluation model and RFP
requirements, in conjunction with SCS. He outlined to all the members of the CFET
(Finance) the processes, procedures and methodology of scoring. He also outfined certain of
the key objectives

Page 60f20 - (ﬁ
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Meetings held

During the course of the evaluation, all meetings were held in the presence of SCS and TIA.
These included meetings with the following parties:

® A member of the CFET (Technical) to clarify Issues that pertained to the technical
optlons that required normalisation of the base price

#  Clarification session with all short-listed bidders (20 July 2012)
» The purpose of this sesslon was to clarify, amongst others, aspects of the

TCO model, particularly around maintenance, interventions, energy and set
Up costs. The written responses received from the bidders are available from

SCSI
*  Meetings with CPO, The purpase of these meetings was mainly to provide the CPO with
an update on the progress of the financial evaluatlon process at varioys stages of the
financial evaluation process.
& %
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Scenario One
Overall assumptions

Pricing

* The bidders were reéquested to submit a price including hedging and a price excluding
hedging. The finandal evaluation was done baséd on thé price quoted excluding
hedging.

» Bombardier provided detailed prices for both including and excluding hedging
costs in thelr bid submisslon

+ Siemens providing the price Including hedging costs during the clarification
session

« CSR provided only an estimate of possible hedging costs that may be incurred

For the purposes of the financial evaluation the lowest acceptable base price as referrad
to In the evaluation model was interpreted to be the capital acquisition cost excluding
set up costs (this was confirmed with Yousuf Laher).

*

Bonus points were allocated for set up costs in the defined scoring methodology

The base price, as submitted by all bidders in the TCO model was normalised for the 13
“technical option” iterns as requested by the technical evaluation team. Annexure C.

The Benus points for Value Added services were not assessed, The key factor for this
assumption is that these items are not clearly defined in RFP and the technical team had
no view of the requirement of "value add" aspects. Therefore the team did not have the

relevant expertise to assess value added services. 4
/__(.
N,‘ Page 8 of 20 q
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TCO Model

»  The TCO model (un-hedged) as submitted by all bidders was used as the basis for the
evaluation with the exception of the following items:

s Escalation in the TCO model calculations was normalised for all bidders for purposes
of appropriate comparison

v Short-listed bidders included escalation percentage at different rates
« Bombardier had a zero rate
« CSR utilised 6,1%

@’ ¢ Slemens Induded escalations at 5%

= The CFET (Finance) declded to utilise a uniform rate for all short-listed
bidders to facllitate compatrison of the submissions

» The rate of 5% was utilised for all evaluations
» The capltal acquisition cost, as submitted by all bidders ih the TCO model was
normallsed for the 13 “technical option” items as requested by the technlcal evaluation

team. The base price Is included In the capital acquisition cost.

» The energy costs included in the TCO model submissions of the bidders varled
C, SN significantly. The varied assumptions related to the following:

»  Some bidders included re-generation, whereas others did not.
» Bidders used different routes to prepare their calculations for energy,

* Some bidders used a combination of AC and DC while others only used AC or DC.

Page 9 of 20 @
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» The assumptions between the bidders in respect of failure rates, maintenance models
and interventions varied signiﬁcantly, however, as a finance team for this scenario we
assumed that these assumptions are relative to their locomotive/product type as well as
their maintenance regime and strategies. Accordingly we used the maintenance and
intervention costs as submitted by all bidders in the TCO model submissions.

* The varylng results of the submissions with regards maintenance costs are summarised

and outlined in the table below:

TABLE A

NOMINAL VAL of TOTAL MAINTEANCE COSTS AS SUBMITTED BY CIDDERS
Siamens Bombardier CSR

Maintanance 12,107,136 5,781,127 16,817,475

Interventions 13,972,900 15,347,919 52,043,557

Total 26,080,036 21,129,046 68,861,032

Normallsed Acquisition Cost 35,401,074 30,552,213 28,839,551

Maintenance as a percentage

of Acquisition Cost 73.67% 69.16% 238.77%
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Delivery schedule

=~ The effective date of contract was normalised to 1 August 2012 for all bidders in order to
ensure consistent scoring

% CSR provided an alternative delivery schedule to the one represented in Table B below.
The alternative allowed for the dellvery of the 95 locomotives by the 31 March 2014,
however, they advised that the "ocal content” requirements will not be met. This option
was not considered Jn any of the team’s evaluations.

* The delivery schedules of all bidders Is summarised as per the table below

TABLE B
CUMULATIVE DELIVERY GUANTITTES SUBMITIED 3Y BIDDERS
Effective Date of August 2012 Uiiisad

Slemens Bombardler CSR

Number of Locomotives to be delivered by 31 March 2014 Nil il 35
October 2014 Ni 10 95
March 2015 i 47

September 2015 12 95

March 2016 26

September 2016 59

March 2017 95

Page 11 of 20 6
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Payment terms

capital acquisition cost,
o Bombardier and CSR used, total capital acquisition cost to determine cash flows.
whereas Slemens used the base price. Therefore we adjusted cash flows for Siemens

to reflect the total Capital acquisition cost to be Consistent with the other bidders,

o Bombardier did not provide cash flows, therefore the cash flows were based on the
percentage payment terms provided, muiltiplied by the un-hedged value for 95 locos.

o Slemens did not provide payment terms, The cash flows provided were used to
deduce the payment terms. The payment terms was then applied to the normalised

normalised price)

= The weighted average cost of debt used for the purposes of discounting cash flow was
9.54% per annum, This has been obtained from group finahce. (Annexure F)

RFP & Contractual compliance

. * For items 5.23 to 5.43 we scored paints to bldders on a basls of acceptance of original
contract. We have not assessed the adequacy and consequence of thege changes from a
legal and/or contractual perspective,

* References were provided by all bidders and we therefore assumed these to be

adequate and scored full marks for all bidders,
557
Page 12 of 20 ®
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Warrantees & guarantees

= ftern 6.3 was scored based on the assumption that no changes was made to clause 10.9
In the Locomotive Supply Agreement.

% Al bidders submitted a 24 month warranty term as related to locomatives.

Financial Stability

= The financial stabllity of the bidders was assessed based on the Parent Company’s
financial statements for the last completed financial year.

Scenario One Overall Evaliiation Results

FINANCIAL EVALUATION - FINANCIAL SUMMARY (Scenario 1)

WHAT IS BEING MEA SURED WEIGHT | EFECTIVE TENDERER
WEIGHT . | Slemens |Bombardlad] CSR
. ANANCIAL 1__60.00%
ilprice , = 30.00%, 18.00%].. - 7.30%| = 7200 - = I5.00%]
gl'roéal Cost Of Ownership (T0D)  30.00% 18,00%] ~ ~ 3.60%(.  16.00%| -.. 7.20%
3|pelivery Schedula (DS) T 10.00%] 6.00%] .. - 0:00%] . . 0.0086]%: - 5605
4|Payment Terms (PT) 10.00%)| 6.00%|  3.60%[ . 4.80%F . 6.00%
REP 8 Contractual Compliance (0C) |~ :o.ou%IL 07 I ‘
S{Warrantess & Guaranteas (W&G) 5.009 I 3.00%| -
7|Fnandial Stability (F5) '5.00% 3.00%) . 1.
E|Other 1 o00% _ 000% |
NI M‘" Q0,000 . . BO,0000 = RLBOTR 755

Page 13 of 20 ®
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Scenario 2

All assumptions as per stenario one were utilised for this scenario with the exception of the
TCO model which was equallsed for all bidders as per.legal advice from TFR general counsel
(Annexure E). The short-listed bidders all received scofes of 50% of the weighting
attributable to the TCO model.

The reason for preparing this scenario is based on the factors detailed below,
* Maintenance and intervention costs

a . s The submissions of malntenance and Intervention costs are, in our oplnion, based on
Yy the bldders’ Interpretations of requirements, These assumptions varled between
bidders

" Bombardier assumed a minimal failure rate within thelr standards of
operations. The risk of breakdown maintenance is likely to be passed on
to TFR In future.

= Siemens included in their calculations the probability of fallure of certain
parts. They Informed the CFET in the dlarity session this was based on
historical information available to them.

= ® (SR included in thelr submission a 6 year maintenance regime and a 9

year intervention regime. The percentage of the combination of costs is
significahtly higher than other bidders,

o The significant variation in cost estimates submitted is tabulated in Table A above

Page 14 of 20

.

\



()

Y
P

Energy costs

TRANSNET-REF-BUNDLE-08554

¢ Significant variations in assumptions of bidders as regards the energy calculations

and costs

s Certain bidders Included regengration capabllity in their calculations whilst one bidder

did not

We have included this scenario to provide the adjudication committee with a view to
reducing the impacts of any potential subjectivity that may exist.

Scenario Two Overall Results

FINANCIAL EVALUATIODN - FIMARCTAL SUMMARY (Scenario 2)

MM

-

WHAT IS BEINGMEASURED | WEIGHT | EFFECTIVE TERDERER
| WEIGHT Siemens |Bombardier] CSR
FINANCIAL ~60.00% _ i
- ;lfa‘rhq ~_30,00%) 18.00%] " 7. 20%] .ﬁzfa%(:.;:zjgoo%'
B{Total Cast OF Ownarship (TGO} so.oo%]l 18.00%)| __ 5.00%| - 5.00%), . 5.00%
stnegverg Schedule (D5) lﬂMJ §00%| __0.00%]| _ O.00%] % 3.60%
4!pa§ment Torms (P1) 10,0004 E.00%| .3 60%| A BOui
5|RFP & Gontractual Compliance (CC) 10,00 6.00% % X T R |
.._6|Warrantees & Guarantees (W&G) ,.5-00"/91 3.00% 255_ L L 220%) 20D
=5J'F(n_anchl Stability (75) 5.00% 3.00%|  1.80%| . 1.58%| - 180%)
8|Other Q.00% o.oovq}u 3 AT |52 300
) ROV 1\ S R 10V O R LY . IR L1
S
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OVERALL RISKS
Pricing

= Set up costs submitted by Siemens appears very low i comparison to the other bidders.
We have included the set up costs as per their submission.

» Slemens has submitted detailed escalation clauses that will be applicable to the total
acquisition cost and has made reference to forelgn exchange rates in the formula
provided.

= Slemens have not ncluded any capital spares cost into thelr total acquisition cost. They
have only included the financing cost for capital spares in their submissions

= The energy manhagement system as provided by CSR as part of the capital acquisition
cost is of a higher technical specification compared to what was included as options for
the other two bldders, Slemens could only provide a price for the baslc system, We were
unable to normalise the cost for the energy management system, however based on the
price quoted by Bombardier in their options we are of the opinion that the impact would
not be material,

» (SR did not provide an accurate estimate of possible hedging costs, At the darity
session they indicated thelr estimate of hedging costs to be approximately 2% of the
contract value. This is significantly lower than the estimates provided by other short
listed bidders

Page 16 of 20 \
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TCO Model

The maintepance and intervention regimes of the selected bidder must recelve significant
scrutiny during the negotiation phase. The CFET (Technical) will be required to have a
detailed understanding of the related submissions and should conduct the necessary reviews
and assessments of the maintenance and intervention regimes of the selected bidder

Delivery schedule

The delivery schedule submitted by short listed bidders varles significantly and the impact of
this'Is not necessarily catered for adequately in the weighting of the scores. A 6% effective
weighting Is attached to the dellvery schedule, however the impact of late delivery would be
slgnificant to TFR in the context of the volume requirements of the Market Demand Strategy
(MDS).

RFP & Contractual compliance

The finance team has not assessed the acceptabllity of the references provided by the
bidders. SCS need to contact references provided to ensure acceptability.

CSR has accepted the Draft Locomotive Supply Agreement as it was Included In the REP
with no amendments, comments or suggestions.
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Clarifications required

= Technical evaluation team to confirm that no value added services were noted that
require scoring

= Item 6.3 under warrantles and guarantees was scored based on the assumption that no
changes was proposed to clause 10.9 (Supply of Datga) in the Locomotive Supply
Agreement. Technical and/or legal tearn to advice on the appropriateness of this
assumption

» Technical team has provided SCS with an issue relating to around 260 technical items
that requlred clarity, We have not received any further information from the technlcal
team relating to these. Accordingly we have not assessed any impact of this In our
evaluation and will awalt further clarity from Supply Chain Services on how to move
forward on this matter

=~ We have requested during our evaluation for legal clarity on RFP & Contractual
Compliance section, items 5.23 and 5.25 to 5.42 where certaln bidders made
amendments to paragraphs in the contract. The finance team Is unable to assess the
consequences of these amendments from a contractual compliance perspective,

\
Page 1B of 20 F\)
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Conclusion

The CFET (Finance) recommends that the key risks identified during the financial evaluation
process, and outfined eatller In this report, be mitigated during the next phases of this
process.

Based on the evaluation and scoring by the finance team using the assumptions mentioned
above, the following Is a summary of the resuits of our evaluation for both scenarios,

Scenario One Summary of Evaluation Results

FINANCIAL EVALUATION - FENANCIAL SUMMARY (Scenario 1)
WHAT IS BEING MEASURED WEIGHT | ERECTIVE TENDERER
: WEIRHT | Slemens [Bombardle]  CSR

FINANCIAL B - 60.00% _ |

TN Y Q&WL} T R

Scenario Two Summary of Evaluation Results

FINANCIAL EVALUATION - FINANCIAL SUMMARY (Scenario 2)
WHAT IS BEING MEASURED WEIGHT EFFECTIVE TENDERER
WEIGHT | Siemens | Bombardler CSR

~ FINANGAL - 60.00%

— e - e e v e—— o e o e T
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Yousuf Laher
Executive Mgnager, Finance
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Jansé Marals
Senior Manager, Finance
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X7 ;/] ¢ / L
Zunaid Vally
Executive Manager, Finance

Mohammed Moola

Senlor Manager, Finance
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Mncédisi. Ndlovu

From: Bongiwe Ggeba

Subject; FW: TRANSNET 95 LOCOMOTIVES INVESTIGATION: REQUEST FROM THE TFR
LEGAL COUNSEL

From: Jose Rodrigues Transnet Freight Rail JHB <Jose.Rodrigues@transnet.net>

Sent: Monday, 14 January 2019 2:24 PM

To: Ziyanda Nyanda <Zivanda@ndlovu-sedumedi.co.za>

Cc: Mohammed Moola Transnet Freight Rail JH8 <Mochammed.Moola@transnet.net>; Lazarus Mabunda Transnet
Freight Rail JHB <Lazarus.Mabunda@transnet.net>; Tshiamo Sedumedi <Ishiamo@ndiovu-sedumedi.co.za>; Gert
Boshoff Transnet Freight Rail JHB <Gert.Boshoff@transnet.net>

Subject: RE: TRANSNET 95 LOCOMOTIVES INVESTIGATION: REQUEST EROM THE TER LEGAL COUNSEL

Hi Ziyanda

The penalty calculation that was sent to you in respect of the CSR 95 locomative contract on the 30th November

£018 still remains unchanged. Please note the assumptions on that calculation once again;

¥

[

e

“Please note that we have calculated using some assumptions, namely we do not have detailed delivery schedule
with actual dates but a month delivery schedule. Therefore as a result we used the monthly schedule and made the
assumption that the locomotive would be delivered on the last day of that specific month and in sequence.”

The information that you provided me today, is actual delivery dates and as stated above due to the lack of a
detailed delivery schedule with expected delivery dates, the calculation remains assumption based.

Lastly we in finance are not aware of why penalties were not levied.
Regards

Jose

P
s i KK.;,
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L& |Acceptance Cerlificate Recieved from TFR |

_’"c -l | ] vi ¥ e - o &

e The pt‘:rposé of the document is to show the delayed or early delivery penaities pe‘r' Idcomotive
'|of the 95 X 20E programme calculated in terms of Locomotive Supply Agreement Contract,
Idated 22 Oct 2012

R D
[ 0 4 D 0f A ) ) ; vEEGL
0 . . A i d 2 (] v
O rig el
20001 30-Apr-14 . 30-May-14 T 23 R 108 414,33
20002 30-Apr-14 o d6-Apr-14 -11 R -51 850,33
20003 30-Apr-14 A6-Apr-14 T 4 R -51 850,33
20004 31-May-14 : 16-Apr-14 1 -33 R -155 551,00
20005 31-May-14 16-Apr-14 33 R -155 551,00
20006 31-May-14 16-Apr-14 -33 1 R -155 551,00
20007 31-May-14 30-May-14 -1 R -4 713,67
20008 _ 31-May-14 ; 30-May-14 -1 R-4 71367
20009 31-May-14 30-May-14 5 R-4 713,67
20010 30-Jun-14 27-Jun-14 4 -2 R -9 427,33
20011 30-Jun-14 25-Jul-14 20 R 94 273,33
20012 30-Jun-14 25-Jul-14 20 R 94 273,33
20013 30-Jun-14 25-Jul-14 20 R 94 273,33
20014 30-Jun-14 15-Aug-14 35 R 164 978,33
20015 30-Jun-14 15-Aug-14 ~ 1 35 R 164 978,33
20016 31-Jui-14 05-Sep-14 27 R 127 269,00]
20017 31-Jul-14 05-Sep-14 27 _ R 127 269,00}
20018 31-Jul-14 05-Sep-14 27 _ R 127 269,00}
20019 31-Jul-14 22-Sep-14, 38 R 179 119,33]
20020 31-Jul-14 22-Sep-14 38 R 179 119,33}
20021 31-Jul-14 22-Sep-14 38 R 179 119,33}
20022 31-Aug-14 29-Sep-14 21 R 98 987,00]
20023 31-Aug-14 29-Sep-14 21 R 98 987,004
20024 31-Aug-14 29-Sep-14 21 R 98 987,00}
20025 31-Aug-14 29-Sep-14 21 R 98 987,00]
20026 31-Aug-14 28-Nov-14 65 R 306 388,33]
20027 31-Aug-14 28-Nov-14 65 R 306 388,33|
20028 31-Aug-14 24-Dec-14 83 ____R39123433
20029 31-Aug-14 24-Dec-14 83 R 391 234,33
20030 30-Sep-14 24-Dec-14 i 62 R 292 247,33
20031 30-Sep-14 27-Mar-15 128 R 565 640,00
20032 30-Sep-14 27-Mar-15 128 R 565 640,00]
20033 30-Sep-14 29-Dec-14 65 R_306 388,33
20034 30-Sep-14 29-Dec-14 65 R 306 388,33
20035 30-Sep-14 29-Dec-14 65 R 306 388,33
20036 30-Sep-14 29-Dec-14 65 R 306 388,33
20037 30-Sep-14 30-Dec-14 66 R 311 102,00
20038 31-Oct-14 30-Dec-14 43 R 202 687,67
20039 31-Oct-14 30-Dec-14 43 R 202 687,67
20040 31-Oct-14 30-Dec-14 43 R 202 687,67
20041 31-0ct-14 30-Dec-14 43 R 202 687,67
20042 31-Oct-14 30-Dec-14 43 R 202 687,67
20043 31-Oct-14 30-Dec-14 43 R 202 687,67
20044 31-Oct-14 30-Dec-14 43 R 202 687,67
20045 31-0ct-14 30-Dec-14 43 R 202 687,67}
20046 31-Oct-14 30-Dec-14 43 R 202 687,67
20047 31-Oct-14 30-Dec-14 43 R 202 687,67
© SAP AG 2004 2018/12/11
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20E 20048 31-Oct-14 30-Dec-14 43 R 202 687,67]
20E 20049 31-Oct-14 26-Jan-15 | 61 R 287 533 67

20E 20050 30-Nov-14 27-Jan-15 41 R 193 260,33

20E 20051 30-Nov-14 26-Jan-15 40 R 188 546,67

20F 20052 30-Nov-14 27-Jan-15 41 R 193 260,33

20E 20053 30-Nov-14__ 26-Jan-15 40 R 188 546 67

20E 20054 30-Nov-14 26-Jan-15 40 R 188 546,67]
20E 20055 30-Nov-14 27-Jan-15 41 R 193 260,33

20E 20056 30-Nov-14 27-Feb-15 64 R 301 674,67

20E 20057 30-Nov-14 27-Jan-15 41 R 193 260,33

20E 20058 30-Nov-14 27-Jan-15 41 R 193 260,33

208 20059 30-Nov-14 27-Jan-15 41 R 193 260,33

20E 20060 30-Nov-14 17-Feb-15 56_ R 263 965,33

20E 20061 30-Nov-14 17-Feb-15 56 R 263 965,33

20E 20062 31-Dec-14 17-Feb-15 34 R 160 264,67

20E 20063 31-Dec-14 17-Feb-15 34 R 160 264,67

20E 20064 31-Dec-14 17-Feb-15 34 R 160 264 67|

20E 20065 31-Dec-14 17-Feb-15 34 R 160 264,67

20E 20066 31-Dec-14 17-Feb-15 34 R 160 264,67

20E 20067 31-Dec-14 13-Mar-15 52 R 245 110,67

20E 20068 31-Dec-14 13-Mar-15 52 R 245 110,67

20E 20069 | 31-Dec-14 13-Mar-15 52 R 245 110,67

20E 20070 31-Dec-14 13-Mar-15 52 R 245 110,67

20E 20071 31-Dec-14 13-Mar-15 52 R 245 110.67

20E 20072 31-Dec-14 13-Mar-15 52 R 245 110,67

20E 20073 31-Dec-14 13-Mar-15 52 R 245 110,67
20E 20074 31-Jan-15 08-May-15 63 R 296 961,00

20E 20075 31-Jan-1§ 13-Mar-15 30 R 141 410,00]
20E 20076 31-Jan-15 13-Mar-15 30 R 141 410,00]
20E 20077 31-Jan-15 17-Mar-15 32 R 150 837,33]

20E 20078 31-Jan-15 17-Mar-15 32 R 150 837,33

20E 20079 31-Jan-15 17-Mar-15 32 R 150 837,33

20E 20080 31-Jan-15 17-Mar-15 32 R 150 837,33

20E 20081 31-Jan-15 22-Mar-15 35 R 164 978,33

20E 20082 31-Jan-15 08-Apr-15 46 R 216 828,67

20E 20083 31-Jan-15 22-Mar-15 35 R 164 978 33]

20E 20084 31-Jan-15 23-Mar-15 36 R 169 692,00]
20E 20085 31-Jan-15 24-Mar-15 37 R 174 405,67

20E T 20085 28-Feb-15 08-Apr-15 26 R 122 555 33

20F 20087 28-Feb-15 24-Mar-15 17 R 80 132,33

20E 20088 28-Feb-15 24-Mar-15 17 R 80 132,33

20E 20089 28-Feb-15 08-Apr-15 26 R 122555 33

20E 20090 _28-Feb-15 08-Apr-15 26 R 122 555,3—3q
20E 20091 28-Feb-15 08-Apr-15 26 R 122 555 33

20E 20092 28-Feb-15 17-Jun-15 70 R 329 956 67

20E 20093 28-Feb-15 28-Apr-15 37 R 174 405,67

20E 20094 Feb-15 28-Apr-15 37 R 174 405,67

20E 20095 28-Apr-15 i

O O O P » 3 0 0 p b 9§ o6
% SAP AG 2004
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Ziyanda Nyanda

From: Sekgalo Tsaagane Transnet Freight Rail JHB <Sekgalo.Tsaagane@transnet.net>
Sent: Thursday, 17 January 2019 2:32 PM

To: Ziyanda Nyanda

Cc: Gert Boshoff Transnet Freight Rail JHB

Subject: RE: 95 Locomotives: Class 20E: Penalties [our ref: TER 246-18(GB))

Dear Ziyanda

Thank you for send me the e-mails. As | mentioned during our telephonic discussion, we are still searching
correspondence that would shed light on why penalties were not levied against CSR.

Regards,

IRANGNEP  Sekgalo Tsaagane {FPISA, CFE

Senior Manager: Investigations & Detection
Fraud Risk Management

Transnet Freight Rail

4 0115849329 0718664364

www transnetnet

From: Ziyanda Nyanda Imailto:Ziyanda@ndlovu-sedumedi.co.za)

. Sent: 17 January 2019 11:28 AM

To: Sekgalo Tsaagane Transnet Freight Rail JHB <Sekgalo.Tsaagane@transnet.net>
Subject: FW: 95 Locomotives: Class 20E: Penafties [our ref: TFR 246-18{GB})

Dear Mr Segalo

C ™ {?’?}discussed, kindly find string of emails attached which refer to a letter sent to TFR,

.

Reqgards,

Ziyanda Nyanda
Associate
. Mobile 072 534 0269
Tel 011 268 5225 ot 9y i4
Fax 011 268 6805 @m ; wﬁ&
MECIDEL HOLOVE & SEDUMED] Email ;i}lﬁmnd'ow“sedumed'~C°~2§ «:g ‘?;,%‘ii
ATTORNEYS Address 2nd Floor, 16 Fricker Road, lliovo, 2196 Ao
r Websile www.mnsatiorneys.co.za 4 %g;’k@?
Legal Expertise In Your Corner - o=

BEY 200

This e-mail and its attachments is subject to legal privilege. Any unauthorised use, distribution, duplication or interception of this
e-mail is expressly prohibited, If you are not the intended recipient of this e-mail, please delete it immediately and arrange for the
complete deletion thereof on your server. No responsibility or liability is accepted for damages arising from the use of or refiance
on this email. This forms part of this e-mal for purposes of sec 11 of the ECT Act 25 of 2002.

From: Ziyanda Nyanda
Sent: Tuesday, 15 January 2019 10:59 AM



