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YL-RESP-001

IN THE JUDICIAL COMMISSION OF INQUIRY INTO ALLEGATIONS OF STATE
CAPTURE, CORRUPTION AND FRAUD IN THE PUBLIC SECTOR, INCLUDING ORGANS
OF STATE (“THE COMMISSION"}

WITNESS STATEMENT OF YOUSUF ISMAIL LAHER

I, the undersigned,

Yousuf Ismail Laher:

Do hereby state that:

1, The facts contained in this statement are both true and correct, and within my personal
knowledge, unless the context indicates otherwise. The events to which this statement
relates, occurred m‘any years agb. It i‘s\-.pdssible, even likely, that with the passage of

time, my memory of actual detail is less than perfect.

2. lwas previously requested in February 2019 by the Commission to provide a statement
in respect of the procurement and evaluation processes followed by Transnet in the
awarding of certain high value tenders to specific entities where | was personally

involved in such processes.

3. lwas also advised by the commission that | would testify and present my evidence before

the commission on the 28* of May 2019,
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Subsequently, due to evidence that Mr, Callard presented to the commission, | was
advised on the 24" of May 2019 that | would no longer be required to present my

evidence to the commission,

| was provided with a rule 3.3 notice by the Commission on the 21 of May 2019 {“the
notice™}.

in the commissions notice, | was advised by the commission that paragraphs 60, 64, 67,
197 and 211 of Mr. Callards statement implicates or may |mpl;cate me. It |s unfortunate
that Mr. Callard has tainted my reputation in a publlc forum by makmg a-number of
unwatranted allegations against me, Itis also unfortunate\that I received the notice after
Mr. Callard had already provided his evidence.

My statement deals specifically with Mr. Callards allegations referred to in the notice,

and also with facts surrounding my invqivem'ent. _

| wish to provide the /cofnmiSSipn w1th additional information that | believe will provide
context to the’ state'merits made by Mr. Callard and will eliminate confusion,
mlsunderstandmg, negatlve mferences and will also refute the allegations of impropriety

levelled agalnst me by Mr Callard.

| request permission in terms of rule 3.4. to present evidence to the commission, both

'verbal and by way of this written submission. | also request condonation for late filing

for the reasons as captured in my notice to the commission dated 31 May 2019 (refer

annexure YL 33).

| request permission to present both my original statement and its annexures dated 15

April 2019 as well as this statement and its annexures.
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11. My failure to deal with any other allegations in Mr. Callards statement must not be
understood as the admission of the correctness thereof. In this regard, should my
statement not address allegations in Mr, Callards statement that the chairperson
requires clarity on, | would be grateful if | were given a reasonable opportunity to deal

with those aspects (if any).

12. This statement should be read together with the statement | provided to the commission

dated 15 April 2019, together with all its annexures.

INTRODUCTION

13. 1 am a qualified Chartered Accountant,
14. 1 have been employed at Transnet sinc’é-.-'Sep\tecﬁber 2005.

15, My current position is that of Executive Manajg.er (Enterprise Wide Business Services) in

the Finance department 6f Transnet Freith Rail (TFR).

16. During my embibyméng -at” Transpet | held various positions within the Finance
department, including -positions in financial reporting, management reporting, working
capital, payroli; ‘procurernent, operations finance, taxation and governance and

compliance.

100 Locomotive Tender

'
Fi

17. 1 was not involved with the capital acquisition and approval process. Nor was | involved
in the business case process for these locomotives. Neither was | involved in the

decision to procure via confinement or any of the approval processes related thereto.
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| deal with paragraphs 60, 64 and 67 of Mr. Callard's statement in the paragraphs that

follow:

Pertinent facts related lo the 100 locomotive deal

During the 1064 negotiations process during February and March 2014, | was informed
by Mr. Singh the Group Chief Financial Officer (GCFO) that the board had approved a
confinement to purchase 100 locomotives from CSR (refer Annexure Y£‘2§). At that

stage | was not aware of this event.

During February or March 2014 (I cannot rememiber tt;e exact déteg)_,i_ t}anie Smit and |
were told by Mr. Singh to provide financial suppjort t\_c\’:t\he po-c\:h:“airperson, Mr. Jiyane, the
TFR Chief Procurement Officer (CRO), with & 1st found of negotiations with CSR
around price. This process was helc\i\ at'th't"-.: Wébbe’r Wentzel offices in Hlovo. The

negotiation sessions were: réddrded.
The negotiations were co-chaired by Mf: Singh, GCFO and Mr. Jiyane, TFR CPO.

I understood that the _co-t:hairpersons reported to the sub-committee of the Locomotive

Steering Committée,' The sub-committee of the Locomotive Steering Committee would

.make the final decisions on matters negotiated including price.

Mr. Singh‘and Mr. Jiyane ran the overall negotiation process and reported back to the

suib-committee of the steering committee.

The negotiation sessions included representatives from Transnet Internal Audit (TIA),
Supplier Chain Services {SCS), the co-chairpersons as well as the Finance support

team. | am not certain if external and internal legal counsel were present.
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The negotiation process primarily entailed offers by the bidder, and responses to such
offers by Transnet. For the most part, the Transnet responses were communicated
through the co-chairpersons, but other members of Transnet's negotiating team also

responded directly to bidders during the sessions.

Mr. Singh requested that | prepare a reasonability calculation of what the expected
price of the 20E locomotive would be, that was purchased from CSIi i'q.__(\)ctober 2012,
adjusting the 2012 price for inflaticn, forex movements and an"y\‘ p_th_er itemé_ ;hat would
impact the price. | prepared a reasonability calcutation w'“'l‘1'1‘ch | pr'ovidéd to. Nir:'_Singh
and Mr. Jivane (refer annexure YL 24). | amived ata célculated figure of approximately

R 41 million if the price of the 20E locomotive was escalated

v A

for: inflation and foreign
exchange fluctuations from October 2012 to‘F_"ebru‘a_ryQO.‘{ 4, aajusted for variations for
design, additional steel costs, set up costs, he_dging_ coéts, duties and options (the cost

o - o
of the variations, additional s\teel,‘hedging costs, duties and options was obtained

B

based on an initial CSR offer that Mr. Singh provided).

During the nego{iations the -_C'hairperson pitched a price at R 38.5 m. CSR reguested
R 49 m and refusedito oome down. | never agreed to accept CSR's price offers. | also
nevqr-had fhe délégkat._i&n to agree to any pricing. During my involvement in the
negotiation process no decisions were taken at the meetings and the final price that

was agreed {o was not agreed to in the meeting during which { was involved.

Subsequently, a day or two later (] cannot remember exactly) Mr. Singh told us that the
Group Chief Executive {(GCE) (Mr. Brian Molefe) has agreed upon the payment terms

and a price of R 44 m and that the lawyers must draft the contract accordingly.

| pointed out te Mr. Singh that the Mitsui quote was cheaper. | was told by Mr. Singh

that the decision to go with CSR was already approved by the board and the reasons
{
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therefore are explained in the memo submitted to the board in January 2014 (refer

paragraph 70 of annexure YL 23).

During the negotiations, | raised a concern of the high cost of the locomotives directly

with the bidders during the negofiation sessions. | also raised a concern about the

incorrect exchange rates used by the bidder.

I raised my concerns about the seemingly high price of the locgm;qtives wnth Mr. Singh.
| particularly pointed out that CSR were using the incorréc‘t‘_-excﬁ\é.ﬁgé }"‘at"e'_to c_l.etermine
the increase in price due to foreign exchange flucrtl.l_’élfiblns sil\'\lc':e_"\thel 95 electﬁc contract
was signed. | pointed out that the rate used \by. CSR was ﬁhriebessarily adding
approximately R 2.4 m to the price. His, ,reg;ﬁ'oq'sg was to \advis;a me that it is a negotiation
process on final price and in the context of tljé 'negoltiatior;s'; it is the final overall price
that is important. He explair!ec'_'l_' 'that".t'hé\bric'_i'ng was\'\a..t\iceptable in light of the rigorous

negatiation process and the risk the bidders were willing to accept.

In fight of the seniority, expeﬂise, E__xperience and ability of Mr. Singh, | deferred to his

explanations and judg.gmen{ on the issues that | had raised.

In 2014, post the negotiation process, Mr. Singh explained to me the principle elements
of items he _wou_ld like gncluded in a memorandum, detailing the reasons why the price
J_j@_d increa;ed fro;n the business case submission. He also explained to me the detail of
the format in which he wanted the humbers presented. Mr. Singh requested that | type
these into the draft of the memorandum prepared by the Transnet Group Capital

department.

| received a draft of the memorandum from Mr. Niresh Budhai from the Transnet Group
Capital depariment. | typed the updates to the memorandum as required by Mr. Singh.

On numerous occasions, over a period of approximately one to two months Mr. Singh

1 6
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edited the memorandum and told me to type up his edits {refer some of the handwritten
notes attached as Annexure YL15 of my April 15 statement to the commission of notes
he made for the 1084 memorandum on the same subject. Many paragraphs from the
1064 memo were incorporated into this memo as well). Mr. Singh was very pedantic with
the wording in the memo. | trusted his knowledge and complied with his instruction to
me to include his edits in the memo. A copy of this memorandum dated 23 May 2014 is

attached fo this statement as Annexure YL 25.

Mr. Singh told me to contact Mr. Callard and request that he Lipdéte_ the Net Present
Value (NPV) number that was required for the memmo. | |“;e.‘én‘1- _the\ql.r_éft memo to Mr.
Callard. This is the memo he refers to in para'g\r‘aiph 840f his stét;?ment. Mr. Callard
prepared the NPV for the original business case gnd d‘gly provided the updated NPV for
the memo. At no stage did Mr. Callard réise'éh} qﬁéri'eé with me about the draft memo
or its contents including the issue__s_'he.:"sl‘is_'e's {n his\statement to the commission about
the use of Yen to “rebaseline” the pfibe._fhe\ increase in ETC or the pricing of the

locomotives (refer annexure YL 37).

Mr. Singh was intégrally' in;folved in the business case and confinement process and
explained to rhé _\t‘he. rea_s‘bhs f&f the increase in price from the business case to the final
contracted price béSQd.on his knowledge of the business case and the final contracted
pricing. <Mr. Singr_! told me to prepare a “walk forward” calculation from the business
case price tgi the final contracted price. The walk forward would entail taking the price
as reflected in the business case of R 34 m and adding or subtracting any elements that
impact the price, to that price in order to end up at the final contracted price. Mr, Singh
explained that the assumptions used to determine the business case price must be re-
baselined from those in the business case to the date of contract signature (March 2014)
and thereafter the price must be walked forward to the final contracted price with CSR

using the information as provided by CSR. This method of re-baselining was not

|
, 7
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unreasonable. Singh explained that the assumptions used in the business case was a
Rand /Yen rate of 0.09823 and that the base price in the business case was based upon
a price obtained from Mitsui in May 2013. Singh explained that the business case was
based in Yen and as such the price must be escalated for the Yen movement from
business case submission (refer annexure YL 23 page 20} to the date of contracting in
order to show the impact of the change in the Rand/ Yen rate on the business case price.
| pointed out that there would be more than one currency involved hbv;{ever he indicated
that the business case was premised on the Yen rate and thus the 9ntire p'lfice must be
escalated for the change in the Yen rate (refer item A in table 1 of page 4 on 'Aﬁﬁéxure
YL 25). | prepared the calculation accordingly: " To. the extent 'thét Mr Callard is
insinuating in paragraph 67 of his statement, thé't'.the calc\ula\t__iop wa's-.inobrrect, it is clear

f

from the above that he misunderstood the bas‘is of the calculation.

Mr. Singh also indicated that thé Bu‘s‘fﬁelsé’case;- \hﬁce was based upon economic
forecasts obtained 10 months #go in Mag 20'1.3.'/.As such the price must be escalated
for 10 months to the date of c\:qntracting; 1 questioned whether this was not already
included in the business case pﬁﬁé as\l' was not involved in the business case pricing,
and he point_gd out té.mé tﬁat rt was not. | complied with his instruction to insert the

escalation costs for 10 months (refer item B of page 4 on Annexure YL25),

Mr. Singh_: prpvi_déd the guidance for the remaining elements that made up the price of
R44 million‘ (itemé C, D, Eand F of table 1 on page 4 of Annexure YL25) primarily based
on representétions made by CSR during the negotiations or documentation provided by
CSR during the negotiations. | was not party to this final negotiation and agreement on
the final price. Table 1 was prepared for the memao in April / May 2014 after the price of

R 44 m was already agreed to in March 2014 by the subcommittee of the locomotive

steering committee.
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Advance payments for both the 1064 and 100 locomofive deals

In the paragraphs that follow | deal with paragraphs 141 to 152 of Mr. Callards statement.
Although | have not been implicated by Mr. Callard in these paragraphs, | would flike to
provide some further input on the matter raised. It is common knowledge that the
management of Transnet's long term and short term funding and cash flow is a function
of the Transnet Treasurer reporting to the GCFO (Singh). | cannot recall whom the
Transnet Treasurer was during the period when the advance payments were made for

the 1064 and 100 locomotive deals.

I was not involved in the management of Transnet's cash or fundlng During the 1064
and 100 locomotive transaction, Mr. Singh to!d the negoﬁating team that Transnet had
the funding available and that the advance pa\ayments were affordable | did not have the
delegation to accept the adyance payment pr0posals from bidders. It is my
understanding that the _Ilqcbmoﬁ\;é—\‘subcommittéé of the steering committee was

defegated to and wouid. have\‘ acceptqd th'ejadvance payment proposals as part of the

package deal including the price offered by bidders.

The Quantum of 'thé'é'dvancé'-payments would have put a strain on Transnet's funding

and cash position should the rail volumes as envisaged in the Market Demand Strategy

(MDS)-not have materialized.

I note at péragraph 60 of Mr Callards statement that Mr Callard says that he was shocked
with the extant of the upfront payments. At no stage prior to 2018 did Mr Callard contact

me regarding this and he did not express any shock or surprise to me,
March 17 Negotiation Spreadsheets

In the paragraphs that follow | deal with paragraphs 206 to 215 of Mr. Callards statement:

i



44,

45,

46.

47,

48.

YL-RESP-010

There were two sets of spreadsheets, one for diesel and one for the electric tender. All
the spreadsheets including the March 17 spreadsheets were made up of different
worksheets. Examples of the worksheets are “base cost’, “base cost excluding TE” and
“negotiations”. In most cases the numbers within the worksheets were obtained directly
from bidder proposals. In some instances the worksheets contained calculations made
by the finance support team. Where this was the case the data used by the finance team

was obtained from bidder submissions (see annexures YL 27, 28, 29, 30).

The March 17 *negotiation” worksheets were developed to keep track of pricing as
submitted by Bidders during the negotiations. Nun‘nerous spreadsheets were created
during the negotiations period (February to Marqh \_2014)-es update\d___ pricing proposals
were received from bidders (refer Annexure YL 26) | will'explain the detail when |
provide oral evidence. The spreadsheets were prepared |n order to keep track of and

record the proposals as recel\_req from bldders from tlme to time.
The March 17 spreadsheets contained the final versions of these worksheets,

From the worksheets fhat_made up the March 17 spreadsheets, those marked ‘Base
cost”, “Base sest--(eXCIUdinQ' options)”, Base cost (Excluding TE)” were worksheets
developed during the evaluation phase. The worksheets marked “negotiations” was

deikelbp_ec! during the negotiation phase. The worksheet marked “Media 17" was

prepared as a fact sheet for Mr. Molefe on the day of the media announcement on the

17" of March 2014,

The finance support team was made up of six people during the evaluation phase.
Subsequent to the evaluation phase the finance support team was made up of two
people (Mr Danie Smit and I). All six members of the finance evaluation team had access

to and were authors of the worksheets marked “Base cost” , “Base cost excluding TE”

\

10
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and “Base cost excluding options” during the evaluation phase. The worksheets marked

“negotiations” were completed by Mr Smit or me or the two of us together.

The master version of each of the March 17 spreadsheets was stored on the “master”
computer that was kept by Ms. Mdletshe and any edits to the spreadsheet during the
evaluation phase and negotiation phase were made on the “master” computer. | was
one of the authors but not the primary author to those worksheets. Mr Callard is
accordingly incorrect when he states at paragraph 211 that | was the bﬁrjjary author of

the two excel spreadsheets of 17 March 2014.

As it relates to the make-up of the pricing as ga'pturéd-._pn the:se._ spreadsheets, these
would have been obtained or calculated ;\:li‘recﬂ;frbrn _Bidders _ten&er submissions or
clarifications received during the evalﬁaﬁoﬁ\'bi:j:.a's'e.fo'..r'.the wo;ksheets marked “Base
cost”, “Base cost (excluding opﬁons)”;"ﬁase .“Cos{ (E)gcludir;lg TE)” (refer annexures YL

27, 28, 29 and 30 for an example).

As it relates to the ‘make-up of the ﬁric;i_ng as captured on the “negotiation” worksheet
these would have been ‘obtéined ar ﬁalculated directly from bidder submissions during
the negotiatioﬁ'bhas:e‘ based on the outcomes of the negotiation process as per the
pricihg aﬁpfdve_d ‘by the subcommittee of the locomotive steering committee (refer
annexug_e._YL 27, 28 29 and 30 for an example). The “negotiation” worksheet within the
March 17 spreadsheets were finalized after the pricing was already agreed to by the

subcommittee of the locomative steering committee.

The March 17 “negotiation” worksheets did not determine the final price. The pricing

was already agreed to by the subcommittee of the locomotive steering committee.

Bidders presented a breakdown of the price. This breakdown as received from the

bidders is what was recorded in the worksheet (refer annexure YL 27, 28, 29 and 30 for
\

11
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an example). Refer paragraphs 489, 50, 51, 52, 53 and 54 of my 15 April statement

wherein | provide more detail on the negotiation process.

53. The impression | gained during the negotiations was that, the co-chairpersons
negotiation tactic was very much focused on the overall price and not as focused on the
detailed elements that made up the price, such as for example escalation, batch pricing
etc. Even though the detailed elements may have been spoken about at various times
during the negotiations it appeared not to be Mr. Singh and Mr.Jiyane’s main focus. The
effect of this was that as much as these components were seﬁ-étgnding"compbﬁehts'of
the negotiations, in the end, it was overall price that'fhe chéiﬁ)ersdns\ focused on. The

sub-committee made the final decision on pricing.

h k. L -
54. The negotiations were carried out under siressful.conditions due to the deadline imposed

upon the negotiation team of initially 2 wiee‘_'lis. Th\e-prooess eventually took four to six

weeks.

55. The emails and attachments of Ms Mdletéhe are important because all correspondence
was routed throﬁgh' hér ér;'lail. I do not have access to Ms Mdletshe’s emails and | do
not have thé"caﬁécity to wéde through the volumes of files and electronic documents
received as part of tender submission to obtain the evidence for every single worksheet
within the March 17 spreadsheets and as suich only provide examples in my annexures.

For the most part the annexures to this statement provide the relevant evidence that |
ré\ly upon. Where | have not attached annexures containing evidence it is because they
are not readily at my disposal. They are however part of the tender submission

documents. Any additional documents required would be available in the tender

submission decuments.

56. With reference to paragraph 208.1 of Mr, Callards statement. The cost of escalations

as captured in the spreadsheet were obtained directly from Bidder submissions (refer

1
. 12
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Annexure YL 27, 28, 29 and 30 for an example). Please refer to paragraph 48 and 50
of my April 15 statement for further comment on escalations, detailing this very same
issue that | raised during the negotiations where | raised my concerns about the
escalation costs. To the extent that Mr. Callard is insinuating that the escalations were
inflated, | never inflated any escalations, 1 simply recorded the breakdown of the
locomotive price as provide by bidders based on what was finally agreed to by the

subcommittee of the locomotive steering committee,

With reference to paragraph 208.2 of Mr. Callards statement.\"]_'he fqreigﬁ ‘.é'fchange
component as captured in these spreadsheets we_fe' ob;tained dﬂéétly ffoi-n Bidder
submissions (refer annexures YL 27, 28, 29 and 30 foran exaniplg). " The adjustment
between the sheets were also obtained\_from Bidder gybmissiops. I will provide more
detail when | provide oral evidence. Tl;l.e worksﬁeqts ‘u“sed for the evaluations were cross
checked by other members of the evaluafiéh team. ‘The evaluation teams’ waorkings
were also reviewed/audited by \Transnét jntémaﬁ\@it (T1A} prior to final sign off. The
“negotiation” worksheets could'not be'use_ci to artificially inflate or lower locomotive prices
as the worksheet \merely"recorded the price that had already been agreed to and
approved by the_st_eerip‘g pom(ni}tee together with the components of the agreed to price.
The:se -comppﬁgnt_g were obtained from bidder submissions (refer annexures YL 27, 28,
29 and 30 for examples). To the extent that Mr. Callard is insinuating that the foreign
exchang\;‘e\.'costs were inflated, | did not inflate any foreign exchange costs, | simply
recorded the breakdown of the locomotive price as provided by bidders based on what

was finally agreed to by the subcommittee of the locomotive steering committee.

With reference to paragraph 208.3 of Mr. Callards statement. The cost of reduced
batch sizes within the spreadsheet was merely a record of the Bidder submissions
based on the outcome of the negotiation process as per the pricing approved by the

steering commitiee (refer annexures YL 27, 28, 29 and 30 for examples). Please refer

\

L)
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to paragraph 51 and 52 of my April 15 statement for further comment on batch pricing
wherein which | asked Mr. Singh and Mr. Jiyane whether TFR should not have gone
out to all bidders pre-award to ask for a price based on a 50 % batch. To the extent
that Mr. Callard is insinuating that the batch pricing adjustment were inflated, | never
inflated any batch pricing costs , | simply recorded the breakdown of the locomotive
price as provided by bidders based on what was finally agreed to by the subcommittee

of the locomotive steering committee.

With reference to paragraph 208.4 of Mr. Callards statement. it .w;as'n'ot my fesponeibility
or any of the members of the Finance Support team at any Stage‘-during thistender to
manage local content requirements. My understandlng 8 that this was: the responsibility
of SC8. A separate team of individuals evaluated Jocal content dunng the evaluation
phase. During the negotiations Mr. Smit and.l_-_told Mr. Jiyani and Ms. Mdietshe that
based on the pricing provided by CfNR (s/péciﬁcai[y the foreign component of their
pricing), they would not meet'the local content r_eqtiirements. Evidence of this is captured
in the recordings of the negdt!a_tic?né__. A copy of the recordings can be provided. To the
extent that Mr._‘CaIIa.rd is.insinuating that | was responsible for the local content
requirements or that the foreign enchange component amounts were inflated, | never
inflated any forelgn exchange component amounts, | simply recorded the breakdown of

the Iocomotwe prlce as provided by bidders based on what was finally agreed to by the

"'subcommlttee of the locomotive steering committee. | was also not responsible for

'managing the local content requirements,

With reference to paragraph 208.5 of Mr. Callards statement. The “side bar” calculation
was performed during the negotiations as a scenario as presented by Bidders (refer
annexure YL 32 for an example) based upon information provided by bidders at
different points in time during the negotiation period (February to March 2014), This

'
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“side bar” calculation has no bearing on the record of the final pricing. | am not aware

of the passage talk Mr. Callard is referring to.

With reference to paragraph 208.6 of Callards statement. The “Negotiation Price Recon”
spreadsheet was prepared for illustrative purposes te show the difference between the
initial bids as received from Bidders at the start of negotiations to the final pricing. This
calculation has no bearing on the record of the final pricing. This illustrative calculation
was initially prepared for SCS for statistical reporting purposes but was eventually not
used for any purpose. To the extent that Mr. Callard is ins:ih:ijating that I reported
inexplicable discounts, | did not report the mexpllcable dlscounts he refers to onh this
spreadsheet, and as explained above this sheet was prepared for |Ilustrat|ve purposes

and was eventually nof used for any purpose.

With reference to paragraph 208.7 of Mr Callards statement. The “negotiation”
worksheets were developed | to keep track of: pncmg as submitted by Bidders during the
negotiations. The numbers in this ‘worksht:_aet correlate to the numbers as received from
Bidder submissions based on ‘the bﬁté'omé of the negotiation process (refer Annexures
YL 27, 28, 29 ar;d.éo fof. é;?ahpleg)' as agreed to by the subcommittee of the locomotive
steering conjlmittee..Tb\the exfent that Mr. Callard is insinuating that [ reverse engineered
the fspreads‘heet “to achieve a desired result ie. a higher price, | never reverse
engineered any calculations to achieve a higher price, | simply recorded the breakdown
of the Ioc\:dt;not'ivé price as provided by bidders based on what was finally agreed to by

the subcommittee of the locomotive steering committee. Please also refer to paragraph

57 above with reference to the foreign exchange component Mr. Callard refers to.

With reference to paragraph 211 of Mr. Callards statement. Mr. Danie Smit was also a
member of the finance support team to the negotiation team. Mr. Smit would also have
had access to the spreadsheet during the negotiations. In some instances Mr. Smit read
out numbers from bidder submissions for me to input into the spreadsheet. As set out

! 15
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in paragraph 50 and 51 above, there were more than four worksheets within the
spreadsheet. The worksheets marked “Base cost’, “Base cost (excluding options}”,
Base Cost (Excluding TE)” were worksheets developed during the evaluation phase.
The worksheet marked “negotiations” was develeped during the negotiation phase. All
6 members of the evaluation team had access fo this spreadsheet during the evaluation
phase. | was one of the authors but not the primary author to this spreadsheet, contrary

to the allegation leveiled by Mr, Callard in paragraph 211.

With reference to paragraph 211.1 of Mr. Callards statement: | 'd'gny 'tﬁ'e_inéihg’ation by
Mr. Callard that | had somehow deliberately and withb_ut jusi ca’pse. Mthﬁelci information
from him or any other person. | had signed a 'cqhﬂdentially agféén?ént for this tender
and as such could not share any docum_ent_ati\gn_ Wlth a third ‘party (including Transnet
employees not involved in this tender) unless | tébeived.\e_xpress permission to do so
from the delegated authority, whigh in thlS case I did ot get (refer Annexure YL 38). in
January 2018 Mr Callard wés‘.not_a fﬁll time émbloyee of Transnet. As a precaution |
pointed out to him.that | could \'not furpish any information to him directly if such
information was confidefitial information.  Documentation and the soft copy
spreadsheets related to.the 1064 tender is and was always maintained by SCS. Access
is and was st;ictly- réstricﬁtedland controlled by Ms. Mdletshe from SCS. From a
governance perspective, the rule was that all requests for documentation related to the
1064 tender must be made to SCS (refer Annexure YL 34). We were told by Mr. Jiyane
that the d(')'(‘_:'umentation related to the locomotive transactions were highly confidential
and that no documentation related to the 1064 tender must be shared with anyone
without express permission from SCS. | remember telling Mr. Callard that this was the
rule and that we would need to arrange a copy through the correct channels, The
spreadsheets were eventually provided to Mr. Callard. In any case, | was not in
possession of the final signed finance evaluation reports in January 2018. | requested
I
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a copy of the final signed finance evaluation report from Ms. Mdletshe in June 2018 and

| only received a copy then in June 2018.

Although Mr (;allard does not refer to me specifically in paragraph 212, it is important
that | clarify the issue of the “options” that he raised. The technical specifications in the
tender provided for minimum technical specifications. At evaluation phase some bidders
quoted with soime additional options included their pricing over and above the minimum
technical specification. In order to normalize (standardize) the _pr_ioe'i..e. evalualie the
price based on the same lacomotive with the same specif\‘tz;atioﬁs.'féi':é[l'biciaé[é,/v}here
some bidders quoted for options and others didn't, the évélué“t'ic};n te..am.im‘:lu\déa the price
of the option and requested bidders that had riot quoted._gn thaf\sgmp'onent, to do so
and in some instances excluded the price'qf the oQt_iqn._ The ‘evaluated price included
the normalizing of the price for options' to ensure t-hat thé evaluation was on an "apples
with apples” basis, across bidders (referqxample |n annexure YL 35). For example all
bidders except for bidder 3 i_ﬁblijded the price of tHéJ“ﬁre detection system” in their price.
In order to normalitze"fth'e prloe for --evalu_alit,i.on purposes the cost of the “fire detection
system” had to be a\ddeg;l\ to/the price of bidder 3. Thus, correctly the price of the options
were include‘t\:l_.g_r equuded in._the price used for evaluation purposes. This basis of
nonnal'izing_gl.pl.'icp i_s stén_dard practice when evaluating bids. The base cost (BAFO
prices) for negbtilat_ioﬁ purposes excluded the "normalizing” for options (refer annexure
YL 31) as the neéotiations were premised on the BAFO pricing which excluded options.
As_\ such, correctly, the options were not included in the base price of the locomotive
during the negotiations and were treated as an optional “add on". Mr. Callards

conclusion in paragraph 212.3 is thus incorrect.

It bears mentioning that Mr. Callard was also involved in the 1064 business case
compilation in 2013, and knew that the business case calculations included forex and

escalations. Mr. Callard was requested to update the NPV calculation for the draft memo

‘Q
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to the Board requesting an increase in ETC in May 2014 (refer annexure YL 36). Mr.
Callard whilst updating the NPV calculation would have seen that the draft memo
recorded that the ETC excluded escalation and forex hedging costs. Mr. Callard
withheld this information and did not inform me or anyone else that the basis of the memo
was incorrect, knowing that the ETC in the business case actually included escalation
and forex hedging costs. Mr. Callard knew this fact whilst we were performing the
reconciliation in January 2018 and never told Mr Moola or | about thjs at the outset of
the reconciliation exercise. | only found out in 2018 that the b"ug.i_ngs.s case calculations

actually included forex and escalations after we performed: this ré'c"on_q'il'iatign. '
Conclusion

In summary: | asked the relevant questions \é_hd' réiS‘éd the relevant issues with my
superiors throughout the process (éither 'th"rough{r\eports prepared as part of the

evaluation team, emails or verbally).

| acted with integrity throughout, | have‘been a loyal Transnet employee for a greater
portion of my caréer a_h'd-have alwéys put the interests of Transnet first, | have always

and will aiwéyé conduct ‘my duties ethically and with the highest leve| of integrity.

NP

Yousuf Ismail Lahe

\¢ ‘o\\ﬁ
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NL 2R
Fa TRANSNET
MEMORANDUM W
WWW tranimernet.
TO: Transnet Board of Directors

FROM: #r Brian Molefe, Group Chief Executive, Transnet SOC
DATE: 21 January 2014

SUBJECT: MITIGATION OF MDS VOLUMES AT RISK THROUGH THE INVESTMENT IN AND
PROCUREMENT OF 100 DUAL VOLTAGE ELECTRIC LOCOMOTIVES AND 60
CLASS 43 DIESEL LOCOMOTIVES.

PURPOSE
1. The purpose of this submission is to request the Transnet Board of Directors to approve the
following:

a) Note the risk to TFR MDS volumes through Insufficient fraction power resulting from the
delay in the procurement of the 1064 locomotives:

b) To approve the investment in and procurement of 100 electric locomotives required for
the Coal Export Line in the amount of R3 871 m (excluding borrawing costs):

c) To approve the confinement and award of the procurement for the 100 electric
locomotives.

d) To approve the investment and change in the Heet plan to procure of 60 Class 43 diesel
locomotives for Generai Freight in the amount of R1 826 m (excluding borrowing costs):

¢) To approve an extension of the current Ciass 43 diesel locomotives contract for 60
additional locomotives: 4

f} The GCE be delegated the power to sign and conclude all relevant documents to give
effect to the above resolutions, including the award and process approval,

EXECUTIVE SUMMARY
2. The TFR iocomotive fleet plan was flrst approved by the Transnet Board In April 2011 and
updated with the 1064 GFB locomotive submission. The proposed locomotive acquisitions are
in line with the fleet plan and have been budgeted for In the 7 Year Market Demeand Strategy
(MDS) 2013/14 - 20189/20. The delay in the 1064 fleet acquisition has put General Freight
Business (GFB) MDS volumes at risk.
3. This risk will be mitigated by the urgent acquisition of these locomotlives.

a) The heavy haul 100 Etectric locomotives will be deployed in the Coal Export Line and will
release 125 locomotives that will be used on GFB pending delivery from the 1064
program. The 100 locomotives form part of the already approved Fieet Plan

b) The 60 Class 43 diesel locomotives also fill the gap pending delivery from the 1064
program. These 60 jocomotives do not form part of the approved Fleet Plan and this
submission requests an amendment to the Fleet Plan to include these 60 locomotives

4. The Class 43 diesel locomotives recently delivered are modern capable Jogomo! '-j__;es-, They have

proven themselves in service and will improve service quality through lmprri_' “t reliability and
reduced maintenance costs. N AN
{ P (N
C ]
T \ \\
M
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v 5. This submission proposes an accelerated procwement to mitigate General Frelght MDS
volumes at risk by confining 100 electric locomotives to CSR (China South Rail) and extending
the current Class 43 Contract with GESAT (General Electric South Africa Technologies) by 80
locomotives. The accelerated acquisition will mitigate the MDS shortfall by at least a year with
its full effect realised commencing 2014/15. The volumes mitigated Jncrease from 6.2 mt
(14/15) to 15.1 mt (16/17) and the cumulative income protected is R9 197 m (13/14 - 16/17),

6. The confinement to CSR and extension of the GE contract is mativated on the basis of
urgency.

7. This accelerated acquisition doas not put the MDS cash flow at risk and the 1064 acquisition
remains unaffected. The acquisitions are funded from the current MDS, The delay in the 1064
will extend its funding to beyond the 7 year period.

8. The 60 Class 43 locomotives are in addition to the approved Locomotive Fleet Plan but accord
with the fleet strategy. With the year delay in the 1064 procurement, the 60 locomatives fill
the gap of the first year, Post the 1064 procurement, the sustalning fieet requirements based
on a 30 year life are approximately 80 locomotives per annum and the last year of the 1064
procurement moves into the sustalning phase,

9. The programmatic element of the 1064 procurement enables locomotive quantities per annum
to be adjusted to circumstances.

10. The proposed transactions do not increase the risk related to the 1064 tender process.

11, Socio-economic benefits will be realised in line with existing commitments and expectations.

12. The context and arguments are presented as follows:

a) History and Status of the TFR Flest Plan
b) Status of the 1064 Procurement

¢} Impact of the 1064 delay

d) MDS Risk Mitigation

&) Project Banefits

f) Procurement Strategy

@) Financial and budget Implications

BACKGROUND
13. The history and status of the TFR Fleet Plan and 1064 Procurement are presented to show that
a genuine unforeseeable urgency has arisen and that the urgency is not attributable o a lack

HISLOTY anp Sratus ortneg fFR|

14. The TFR Locomotive Fleet and Modernisation Plan was presented to the new Board in Aprit
2011 and prediicated 776 GF locomotives by 2015/16 for GF volumes of 155.8 mt, The plan
was modified in August 2011 when a further 426 locomotives were requested as the volumes
increased to 176 mt by 2018/19. To mitigate the Immediate shortage and facilitate the volume
ramp up, 138 locomotives (95 electrics and 43 diesels) were approved by the Board in August
2011. Minor adjustments were made to the locomotive fleet plan for GFB with the presentation
of the business case of the 1064 locomotives in April 2013.

15. The history and status of the TFR Fleet Plan is summarised in the table below:

1f22/2014

100 Electrie Coal Line Locomotives and oU [ass 43 Dissels
Ttansnet Board

Board L0 &0 Fnal doc Page ) <,-7 -\.
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112 ! = Prohable downward volume revision. Contracts currently belng signed for 10 yeers
for B0 mt as coal reserves, scurces and Eskom demand are evalyated.
% 112 targeted for expansion to 97.5 mt
& Current Hleet of 10E, 7E and 11E require near term raplacement.
(100} o 100 (off the 112) switched to fleet replacement pending finality of and commitment
| tolong term coat export expansion and requested per this submission
o Feasibifity studies Investigating expansion of Coal Line to Waterberg &5 26ton per
) haul line. This is not cusrentiy included in the Lovornative Fleet plan,

' 50 "like new" EMD dlesils were delvered between December 2009 and March 2010

. .| onopeatender. .. ...
100 GE * In 2008 these Iommouves mre Idantlﬂed as 3 quick fix™ with 81 to sustaln I:he‘
{Class 43) - aging Heet and 15 for volume expansion.

¢ GE won the tender, which was confined to three companies, and the lor,omtwes
‘were delivered between May 2011 and January 2013,

776 | T1S5mt [« In April 2011 the Fleet Plan was prasented to the "new” Transnet Board far 776 GFB 1
locomoiives for 158.8 mt.
95 CSR = In June 2011 the Board approved 138 focomotives (95 electric and 43 diesals), The
and " electrics were for open tender. A new confined contract was entered into with GE
43 GE ‘| forthe 43 diesels,

[« The 95 and 43 locomotives were determined and limited by the uncommitted funds

* in the then Five year Capital program

» The dlesels were dellvered between January 2013 and June 2013,

‘| » The 95 C5R are planned for delivery March 2014 to March 2015, . .

1064 170 mt | » August 2011 the locomotive réquirements for 176 mt were prasented hemg 1202'

; . Iscomotives (776+446).

‘s With the 138 already approved the balance of the GFB fleet plan was 1064
locormotives. (1202 -138)

# In March 2012 the 1084 approval process commencad in tabling the business case at

? Transnet Fraight Rail Investment Committee.

= + The 1064 procurement Is expanded in the hody of the document below.

60 ’ = 60 Class 43 requested to fill the gop In the first year of the 1064 resulting from the

delay in prourément.

» 44 1SE bought open tendet {‘I‘oshiba 7 Mitsul] ta replaca f supplement existing 95

! locomotives and Class 24 GE Dlasels with an optlon for a further 18 locormotivas.

32 | » The option to extend by 18 locomatives was not exercised.

76 60 mt » A new confined tontract was entered Into with Mitsuil for a total of 32 locomotives
to take the Ore Export Line to 60 mt. This confinement was motivated on'
standardisation of the fieet.

» ~ 110 Class 34 GE diesels returned to General Freight and replaced with 30 Class 43
GE.

+ Potential General Freight traffic may materialise from 2013/14 on the Ote Export:]
fine and 4 8€ focomotives may be retained for tiis traffic. I

23 15€ 80mt e The volumes are not likely to materialise in the 7 year MDS program, The FEL
and feasiblity study is on hold and there is currently no commitmant to the increasaed
3 Diesels volumes,

« The locomotives are also put on hold.

¢« The 15E production line has shut down. As and when required, the pracurement
options will be evaluated against standardisation, cost and interoperability,

| # Diesels, if réquirad, will be provided (rom the GEB fleet .. ﬁ

S

Baard 100 60 Finai dox Page 3 g \ 172212014
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. 16, The essential points relating to this proposal are: 5
a) The 10C Electric locomotives are for the coal line and were always part of the TFR
locomotive fleet plan. See Para 35 and following. They release locomotives that can be
used on GFB for the year that the 1064 program is delayed.
b) The 60 Class 43 diesel locomatives are not part of the 1064 locomotive program.

. They arein addition to the approved Locomotive Fleet Plan but accord with the
fleet strategy. With the year delay in the 1064 procurement, the 60
locomotives fill the gap of the first year. Post the 1064 procurement, the
sustaining fleet requirements based on 2 30 year life are approximately 80
locemotives per annum and the last year of the 1064 procurement moves into
the sustaining phase.

17. The programmatic element of the 1064 procurement enables locomotive quantities per annum
to be adjusted to circumstances and this fiexiblity has been built into the tender and will be
carried forward in the ultimate contracts,

18, The rationale for the 100 Electric and 60 Class 43 Diesel not being part of the 1064 iocomotive
process are covered under the Procurement Strategy Para 58.a) and following,

19. The future acquisitions for the expansion of the Coal Export line to 97.5 mt and the Ore Export
line to 80 mt will depend on market conditions and development of the full supply chain across
ail stakeholders.

Hi .;‘_!' ; T, 2.:1!_. __ piihe 3 '..-. i .!,:._.111 '—_|. i
20. TFR's Corporate Plan sets out the 7 Year Market Demand Strategy (MDS) 2013/149- 2019/20 to
virtually double General Frelght volumes to 170 mt by 2019/20. This requires an integrated

and synchronised approach across locomotives, wagons, infrastructute and personnel and
these aspects were covered in the 1064 business case submission,

21. The history of the 1064 procurement is depicted in the exhibit below.

- - —
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22. The approval process of the 1064 locomotives started in March 2011 when the business case
was tabled at the Transnet Fright Rall Investment Forum.
23. Two approaches were used to shorten delivery times of the new locomotives as far as
possible:
a) An aggressive approach was taken with the maximum locomotives delivered per month
cognisant of local conditions and
b) Approval was obtained in July 2012 ta go out on an RFP before the acquisition was finally
approved or PFMA approval obtained,

Board 100 60 Final dog Page 4 17222014
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24. Transnet adopted 2 cautious approach because of the value of the acquisition and appointed
external consultants to evaluate the business case.

25. Board approval was obtained In April 2013 and PFMA approval in August 2013,

26. The tenders closed in April 2013 but negotiations with tenderers could not commence till PFMA
approval had been obtained.

27. 1t Is expected that adjudication will be finalised by February 2014 and contracts awarded by
May 2014.

28, At the time of the tabling the 1064 business case, the 465 diesel and 599 electric delivery
timelines were based on the RFP then in the market. The exhibit below details the locomotive
delivery timelines that were modelled as per the RFPs and used as the base case assumption.

‘| Awnwsel locomotives to be delivered accerding to the W Dt
‘| dewel and Elactric RFPy B e

Total = 1064 cormories procured

' m:

1314 14715 186 1) 1719 G

+

29. The 1064 program has sfipped by at least a year against original expectations. The cufrent RFP
timeiines are being reviewed by the Locomotive Steering Committee to ensure a compressed
timetable to further mitigate volurmne risks to the MDC,

-Impat

30. Even with the 1064 business case being approved, there is a revenue shortfall which is
exacerbated by the defay in locomotive delivery. This is depicted in the graph below extracted
from the 1064 locomotive business case,

Board 100 60 Fina! doc Page 5 ("*\ N\ 1/22/2014

§
L0 Electric Coal Line Locomptives ant 60 Class 43 '."Jl-:sas‘\H 3
Transnat Board h



YL-RESP-025

Tha 1044 locomotivas are l_mlrumuu! in capturing MDS M“
ravennes, but 2 revenus shortfall will pessist dus s procuremant
timollnes lagging target demnand
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. 31. The MDS shortfalis are tabled below for a one and two year defay.

No Delay

| Year Dalay - 0 638 828

| Locomotives # 33 125 118 68

| Tons Mt 16 140 13.3 7.6
Revenue Rm as3 4073 4188 2584
Capital Rm 1725 381 20 5249
Mtce. Am 36 162 160 96
FoelandElec.Rm | 67 183 | 40 469 LA 290

Tons Mt 1

Revenue Rm 7900
1 Mice. Rm 417
|

Fuel and Elec. Rm 1021

b) Two Year delay:

" TSR e e
Year Dalay

‘Locomotives #

Tons Mt 16 79 18,1 28.6 33.0 313 3.8
Revenue  Rm 363 1955 4831 7593 8604 9899 8057
Capital &m -2183 -3910 -4034 -1807 1292 2003 6480
Mice. Am 36 158 302 409 465 418 301
| Fuel and Etec. Rm 87 303 678 1004 1194 1153 503

Fuel and Elec. Rm

e

<) Notes to tables:
i, The locomotives per year in the tables are mid-year numbers representing
productive capacity and are lower than the total “delivered” during the course

of the year,
goard 100 60 Final doc Page 7 .. 11222014
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. The shortfall is totslled to 2016/17 on the assumption that other mitigating
strategies will be put in place for the subsequent years,

MOTIVATION

32, The program and motivation below partlally addresses the above MDS shortfall in the early
years protecting tons and Income per the table below.

IR

Avg,Rand/Ton | 2254 | 2447 | 25547 2640

100 19 - Yons Protected . __ .| .24 - 24 i .44 | 72 |1644%ons
‘income ProtectedRm T | “R541 | RS87 | R1134 | R1901 | R4163
60 Dlesels Tons Protected 38 | 79 | 78 .|196Tons .
}Income Protecked Rm T " R930 |, R20t8 | R2086 | R5033

' Tetal Tons 0.4 62 | 123 | 151 36.04 Tons
‘Income Protected®m | AS41 | R1537 | R3152 .| R3987 |R9197 1

33, iNote that this submission is not a full risk mitigation. Further the benefit in 2013/14 is from
Project Shongololo which are the new operating procedures Introduced on the Coal Export
Line,

34. The prime motivators for this submission are to;

a) Protect General Freight volumes through delivering diesel and electric locomotives earlier
than is possible through the 1064 program.

b} Ensure delivery earlier than the 1064 pragram by;
i, Confining the procurement of the electric locomotives
ii. Extending the current diesel locomotive contract,

LOCO)

e Electii

Ly L B )8 = LRAN REgY WAL EIL 1 5 3 .
35. The 100 Electric locomotives will be deployed on the Coal Export Line which will enabie the
release of 125 locomotives to the General Freight network protecting approximately 16.4
miflion tons {cumulative 13/14-16/17) of General Freight in the 7 Year MDS volume targets and
thus allowing growth in the GFB market which would not have been possible because of the
1064 locomotive procurement delay.

36. The locomotive fleet plan presented to the Transnet Board in April 2011 proposed 112 new
locomotives to meet an unconstrained coal export demand of 97 mt by 2015/16 with a
proposed fleet of 308 electric locomatives. The “Capital investment for Export Coal 81 mt”
predicated replacing the aged fleet with modern electric locomotives, The updated focomotive
fleet plan of April 2013 accompanying the 1064 General Freight locomotive business case aiso
predicated 112 new locometives far the Coal Business.,

37, Subsequent to the Fleet Plan, the operational model was revised to take full advantage of the
dual voltage capability of the locomotive. The changeaver to the new operational model
commenced in July 2013 and will bulld up as drivers are trained on Radio Distributed Power
operations on the current fleet and new the locomotives become available. This changes the
future mix of the Coal Fleet. The new operational model is bringing about greater efficiencies
and creating capacity and the order will be based on this technology.

\
N\
‘\
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38. The 112 locomotives were for expansion and replacement. Due to the volume shortfall in MDS
It was decided to accelerate the acquisition of 100 electrics to enable the cascade of 125
locomotives to GFB and mitigate the MDS volume risk,

39, Cascading locomotives to General Freight will assist in mitigating the delay currently
experienced in the 1064 program, In ail cases the cascading will facilitate growth though to
2017/18 when the 1064 delivery begins to have significant impact. The class 7€ and Class 10E
serles of the current coal fleet are facing imminent run outs, increasing maintenance costs and
decreasing rellability and the cascade to General Freight is an interim measure,

40, The 100 Electric locomotives will sustain the Coal Line electric fleet for 81 milion tons per
annum capacity and standardize the coal fleet on Efectric type locomotives with significant
operational and cost advantages.

a) To achieve this operational efficiency requires 200 wagon trains to bypass Ermelo Yard
and couple parallel to the main fine eliminating shunting and standing time in the yard.

41, The cumulative cascade program for the Class 10E and Class 7E locomotives depends on the
acquisition of the 100 Electric locomotives which we envisage can be cascaded to GFB, as an
interim measure, as follows;

a) 40 in 2013/14
b) 74 end 2015/16
c) 120 end 2016/17

42, The first locomotives are cascaded in 2013/14. There are no or minimal cascades in 2014/15
as the locomotives are being delivered and commissioned. The effectiveness of the cascade is
felt in 2015/16 and beyond.

43, Using the rule of thumb for General Frelght that 100 locomotives generate approximately 6 mt
per annum, the 125 released locomotives will protect approximately 7.2 mt per annum of
general frejght.

44, The exact allocation to the areas below will be determined at the time of cascading according
to operational prioritles.

a) Manganese expoits through Ngqura: Manganhese exports from the Northern Cape
through Ngqura are expected to grow according to the 7 Year Business Plan to 12 mt
(and to 16 mt thereafter). The Class 7E series released from the Coal Line to General
Freight traffic will supplement this service till the full complement of class 20E
jocomotives have been delivered where after the Class 7E series wili be retired.

b) Thabazimbi — Pyramid South: This is an AC electrified section served by Class 7E
series Iooomott‘ves and the predicted volume grm'm is'

vear | owha | i0ta/15 | glsﬁ - “‘“”-?i ___]%exms“ mwﬂ'

Ei

MTons | 8868 | 10347 | 15435 | 17.056 | 18446 2857 | 22912 |

¢) Cascading the Class 7E Series will facilitate volume growth through to 2015/16 as well as
the potential lifz extending / technology changing modification on the cascaded Class 106
series,

d) Maputo Export: This is a DC electrified section suitable for Class 18E locomotives only,
The cascaded Class 10F will release Class 18E locomotives from other sections which wilt
be transferred into this section. The tonnage increase is:

Board 100 60 Fnal doc Page 9 - )/ N\ 1/22/2044
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e) General Freight on the Coal Line: This traffic uses DC traction or Diesel locomotives
to Ermeio and then AC electrification to Richards Bay. Currently Class 7E3 locomotives
are designated for this traffic south of Ermelo. Releasing Class 11E jocomotives from the
export coal operation will enable the additional traffic and also substitute for the current

Class 7E3 which willt be cascaded.

S i ] o on

= —

The TFR Business Plan volume projections for the Coal Export Line are

A

o

46. The 100 Electric locomotive business case articulates the benefits of the earlier than previously
planned delivery of the locomaotives to the Coal Export Line,

47. The market analysis and infrastructure Investment for “Capital investment for Export Coal 81
mt’ was recommended by Transnet Board on 16 February 2011 and approved by the
Shareholder (Minister of Public Enterprises) on 20 June 2012,

48, Other aspects more fully covered In the 100 Electric Locomotive submission are:
a) Reliability and Operational effidency based on past experience of electric locomotives of

similar design
b) Savings on operational expenditure and caplt%lised maintenance
c) Energy Savings
DS . Shortfall — 60 Ciass 43 Diesel Locomotives

49. TFR is in the process of acquiting 143 class 43 Diesel locomotives from GESAT which have
been delivered over the past two years which are have proven to be a capable locomotive.
Given the MDS volume shortfall, it Is proposed that 60 class 43 locomotives be acquired to
further mitigate the volume risk as those in the 1064 program are now Ilkely to come on
stream in 2015.

50. The efficiency utilization of the locomotives will be comparable to that currently achieved on
the Phalaborwa — Richards Bay flow of 7 262 GTK per locomotive month. This flow powered by
new class 43 Diesels already exceeds the national fleet efficlency targeted for 2018/19. This
represents a 24% increase on the argeted 2013/14 efficiency.

51, The 60 locomotives have a potential mitigation of 3.8 — 7.9 mt at an average 8 149 GTK's per
loco per month exceeding the current Phalaborwa — Richards Bay flow. The potential income
protection is R5 033 m (cumulative 2014/15 - 2015/16). The exact allocation of the 60
locomotives wili be confirmed at the time of deployment over the following flows:

a) Botswana Coal to Bulk Connexion and Richards Bay,

i
/
i.  Potential 1.8mt — 3.8mt Q‘
—— Bt
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ii.  Diesels required: 35 inciusive of technical allowance,
ii. Potential GTK’s per loco per month: 5§ 957

b) Elttheni Coal from Sterkstroom to East London
. Potential Imt to 2,.5mt
ii. Diesels required: 15 inclusive of technical allowance
iil. Potential GTK's per loco per month: 12 784

¢) Manganese from Postmasburg to Bloemfonteln / Bloemcon
i,  Potential 1 - 1.6mt mostly from new entrant miners.
ii. Diesels required: 10 inclusive of technical allowance.
iii. Potential GTK’s per loco per month : 7 821

PROJECT BENEFITS
S2. Protection of GFB MDS income and targets amounting to R4 163 m for the 100 Electric
iocomatives and RS 033 m for the 60 Class 43 Diasels over the period 2013/14-2016/17 .
53. Coal Export volumes and income are protected though improved rellability.
54. Sustalnabillity objectives as par the Transnet Sustsinability framework are met threefoid;

a) Sustainability from an economic perspective i met by offering a long term cost
effective, low cost rail solution that addresses the needs of industry to remain globally
competitive and aflows emerging miners to enter the coal export market,

b) Sustainability from a social perspective ks met through the optimisation of
manufacturing facillties, job creation and proactive stakeholder engagement.

¢) Sustainability frorn an environmenta) perspective in energy savings through (i) the
improved efficiency of the new locomotives and (Ii) the overall energy saving through the
regenerative capabllity of the locomaotives.

55. The programme will support the shift from road to rail as the cascaded iocomotives take up
the shoitfall in the General Freight market.

56. Benefits specific to the 100 Eieciric locomotives based on past experlence indude:

a) Energy savings will be achieved with an 18% improvement in KVA requirements over the
old technalogy Class 7E and Class 10E locomotives,

b) The regenarative capability of the new technology of modern locomotives introduces
further energy savings of between 22% and 26%.

¢) Quantifiable savings in maintenance of new locomotives.

d) Not quantified but direct and indirect savings with uninterrupted operations due to fewer
failures.

57. Benefits specific to the 60 Class 34 Diesels include;
a) Fuels savings of 8% over the older diesel fleet.
b) Significantly reduced failures compared to the current diesel fieet improving availability
and reliability.
¢) Standardisation of maintenance regimes with current Class 43 fleet,

d) Virtual elimination of significant damage to rall infrastructure (skid-marks) which are
prevented by the modern traction control system,

Board 100 60 Final dac Page 11} r/’ )’/ \ Lj2272014
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€) The characteristics of the iocomotive more closely match that of the electric flegt
enabling optimum use of traction capabllity when worked In muitiples with electric
locomotives using RDP,

PROCUREMENT STRATEGY

38, The procurement process was carefully considered and was not taken into or part of the 1064
locomotive process. Aspects considered were;

a) Type: The 100 electrics are 26 ton per axle locomotives for heavy haul use to be
deployed on the coal line, The 599 electric locomotives in the 1064 tender are 22 ton per
axle locomotives for GFE use.

b) Dellvery: The 60 diesels are similar to the 465 of the 1064 but the motivation below for

extension is one of urgency because of the overalf delay in the 1064 program. Including
the diesels in the 1064 does not address the delay or urgency.

59. The following options were considered and reasoned:
a) Go out on tender
b) Do Nothing
¢) Confine / Extend Contract
d) Extend current 20E contract for 95 CSR Locomotives
e) Leasing
60. Go out on tender: With this option the iocomotives become available beyond the 1064
timeframe and hence this Is not a viable option as it does not address the urgency. It is
however the best option insofar as public perceptions, fairmess and transparency are
considered. . -
61. Do Nothing: This option puts the MDS volumes at risk that this proposal wishes to mitigate,
The implications are:

ﬂ?mmﬂ el a01s71s | 201415 zmms"*l' TR

‘TonsLost T 24 62 | 123 ] 151 . | 36.04Toms .
' Income kost _ | m54l. | R1517 | A3152 | R3987 | R9197Rm

62, Confine / Extend contract: This addresses the urgency of the proposal but has potential
negative public implications. For the urgency already outlined and the reasons below this is not
part of the 1064 process and will not impact on that process.

a) The diesel locomotives are known, running effectively, meet the technical requirerments
and prototyping and set up costs are not required

b) Extension of the GE contract is the fastest most efficient way to procure the diesel
locomotives,

¢) The CSR facilities are avaiiable for immediate production which will result in stgnificant
delivery acceleration based on the learnings of the 95 loco processes. CSR has capacity
to praduce 2000 locomatives per annum.,
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d) CSR is a known current supplier who has excelled in the two most recent tenders for
alectric locomotives from a technical capability and capacity perspective, supplier
development, commercial and transformational perspective.

e) Confinement of the contract to CSR meets the grounds for confinement per the most
recently BADC approved PPM.

f) Both the extension and confinement are acceptable procurement mechanisms per the
PPM in this instance.

63, Extend current 20E contract for 95 CSR Locomotivas: The 20€ currently on order is a 22
ton per axle GFB locomotive, Additionally, extension would rot be an acceptable procurement
mechanism per the PPM given the material amendment to contyact which could be challenged.,

64. Leasing: Aurizon in Australia have indicated that they have about 20 locomotives avallable for
lease, However, the newest of these is 30 years old and the guantities are not likely
significantly impact volumes, We will view the 20 locomotives and assess their sultability for
our network, There Is no viable external market for 1064imm dual voltage electric locomotives,
South African circumstances are (historicalty) unique requiring bespoke electric designs. Even if
leased the conditions would be that TFR take ownership after a period of time,

65. Implications: The 1064 tender is currently under adjudication, It is the largest procurement
processes within Transnet and while it seeks {inter alia) to launch a South African locomative
industry, it will be closely scrutinised by the losing bidders seeking any loophole to press an
advantage. The tender calls for programmatic procurement and it is possible to reduce the
final quantities. The following Implications were considered in adjusting the (diesel locomotive)
quantitles. .

a) The tenders have closed and asking respondents for revised submissions would delay the

process further,

b) The perceptions that may be generated by “backtracking” on and reducing a visibly

stated need and objective to “favour” a suppfier, the urgency argument natwithstanding.

c) Prooeecilng with the praposed contract extension and announcing the reduction in diesel

quantities at the time of award may be perceived as an underhanded manner of
“favouring” a suppfier.

PIDERIFSMENT Kecommentianon:

66. For reasons of urgency, the confine / extend contract option is the recommended option.

67. This will procure the locomaotives in the shortest possible time and, by so doing, best mitigates
the potential shortfall in MDS volumes, The reasons of urgency have been set out as well as
the complementary benefits of the recommended option,

68. An extract from the latest approved Procurement Procedures Manual stipulating grounds for
confinement which are relevant to this submission, reads:

“Confinements will only be considered under the foflowing clrcumstances;

a) where 5 genuine unforeseeable urgency has arisen. Such urgency shouid not be
attributable to a Jack of proper planning. However, where a genuine urgency has been
created by the lack of proper planning, urgency can still be relied upon as a ground for
Confinement. in such cases approprlate action must be taken against| ‘}ié individual(s}

responsible for the bad planning. ) s
F f,‘ -.) / :.\\. .
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b} the Goods/Services are only obtainable from one/limited number of suppliers. For
instance, patented/proprietary Goods or OEM spares and components, Operating
divisions are however required to provide evidence that there sre ne new entrants to the
market who could also be approached;

¢) forreasons of standardisation or compatibility with existing Goods and Services, A case
must be made that deviation from existing standardized Goods or Services will cause
major operational disruption. i not, confinamaents based on “standardisation” will not be
considered; or

d} when the Goods or Services belng procured are highly specialized and largely identical to
those praviously executed by that supplier and It Is not in the interest of the public or the
organization to soficit other offers, as it would vasult in wastad money and/or time for
Transnet. When this particular ground Is intended to be used as a ground for
Confinement, it is important to note that all pre-requisites must be satisfiad: Tha Goods
or Services must be highly specialised, almost Identical to previous work done and
approaching the market again would result In wasted money and time.”

69. The project is motivated on the basis of Para (a) where a genuine unforeseeable urgency has
atisen,

a) Item 13 et al covering the “History and Status of the TFR Fleet Plan” and the “History
and Status of the 1064 Procurement” demonstrates the reasonable and timeous steps
taken to address to the Board the run out of the current fleet and the locomotive
requirements required to address the volume ramp up of GFB,

b) Item 11 et al further indicates that the delay was not attributable to a lack of proper
planning as the GFB locomotive requirements have remained consistent throughout.

¢) Considering (a) and (b), no individual or group of individuals is responsible for bad
planning.
70. Complementing the urgency is ground (d):
a) Locomotives are highly spedalised with limited suppliers worldwide.
b) The locomotives would be largely identical with those already supplied and to be supplied
and
¢) Transnet would incur wasted time and money in approaching the market (b) and (¢) are
relevant duse to the fact that:
. CSR has been adjudicated as the best bidder during the 95 electric loco
process as well as Joint on the 1064 process. Both these tenders Include the
Board approved procurement methodology of maximising supplier
development whifst ensuring highest standards of quality and best possible
commercial offering, Transnet has just spent a large amount of time, human
capital and money in the recent tenders and going through another tender
process would not be efficient given the urgency.
fi.  Production of the current MARS contract has been completed and was based
on previous procurement methodology where suppfler development was not a
key focus area and the Mitsul consortium did not fare well in the two most
recent tenders issued by Transnet. Therefore continuation with Mitsui via
confinement would pose uhriecessary figk o the organisation. Forthérmore,
reputation risk exists, althowgh subijective @rig places the cofpany under
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unnecessary risk if It were to follow a confinement approach with Mitsui, This
reputation risk involves speculation in the medla around Mitsul's local partners
and their political affliations, Transnet would never entertain awards based on
political prowess of any business partners to an OEM but the risk does need to
be taken into account from a reputational perspective.

71. TE is currently maintalning and repairing the Class 19E Electric Series which means that they
are accustomed to maintenance regimes are more modern electric dual voltage locomotives,
Limited additional training wiil be required and optimum utilisation of the current maintenance
facilities will be met. Simplified maintenance practises will result in shorter Mean Time to
Repair. Common practices will be addressed through maintenance regimes of the 95 loco
series, 599 elements that CSR is shortlisted for and this fleet.

72. From @& social-economic perspective the following jobs will be retained in assembly fadilities:
a) Approximately 186 jobs will be retained at the TE assembly facllity and further jobs will
be retained in downstream enterprises
b) Approximately 400 jobs are estimated to be created over the period for electric assembly
and further jobs will be retained in downstream enterprises
¢) Based on SD offerings made in recent tenders Transnet believes it can achieve maximum
SD possible with at least 65% for diesels and 70% for electrics.
73. Considering the volumes at risk and the urgent requirement for the coal line locomotives ta
cascade the current fleet to General Freight, it is proposed that the procurement be confined

and are motivated on;

a) the basis of urgency (a} as outlined above
b) and complemented by standardisation (c) and goods largely identical to those previously
executed (d).
The praject is motivated on the basis where a genuine unforeseeable urgency has arisen, The
arguments above are aiso applicable to the 60 Class 43 Diesels.

75. The latest approved Procurement Procedures Manual, dated 01 October 2013, par 22.4.2,
allows for a contract extension. In thls instance the request is for a material contract
amendment to a previously confined event. The reasoning for the original confinement of the
additional 43 loco's is still applicable given that there is a genuine unforeseeable urgency which
has arisen due to the delay in the 1064 tenders and such urgency is not be attributable to a
lack of proper planning.

77. Complementing the urgency Is that the goads are largely identical to those previously executed
by that supplier and standardisation is a benefit for the specialized locomotives.

78, Addressing the urgency:

a) In December 2009, Transnet concluded a contract with General Electric South Africa
Technologies {GESAT) PTY Ltd for the Supply of 100 Diesel Locomotives through a
limited tender process confined to three potentiel suppliers. If 2011, through a

N

Y
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confinement process, TER concluded a contract with GESAT for an additional 43 Class 43
diesel locomotives. The completion date of the 43 Locomotives was end June 2013 in line
with the Transnet planned schedule. The last few locometives to roll out of assembly wiil
be tested by 30 September 2013, where after they may be accepted.

b) As the production line s currently operational and design is finalised, delivery lead times
will be reduced by approximately 12 months and Transnet will save by not requiring set
up costs of facilities and production runs,

) GESAT and TE have the ability % roll out between 8 to 10 locomotives per manth.
d) No prototyping or type testing Is required.
79. Complementing the urgency (a) is the standardisation {c) and goods largely identical to those
previously executed (d). Inter alia:
a) Locomatives are highly specialised with limited suppliers worldwide.
b} The locomotives would be identical with the 143 Class 43 Diesels already supplled or
about to be commissioned.
¢} Transnet would incur wasted time and money in appreaching the market as:

. The specialised tender specifications take time to prepare; prospective
tenderers need time to respond and there is the time to adjudicate, This
process takes at least 12 months by which time the urgency has passed and
the 1064 deliveries will start to kick in.

il. Furthermore @ new supplier would necessitate a new design, design review
and prototyping and type testing. This is a further 12 months for diesels before
production commences.

d) Standardisation of locomotives has two elements. (i} Operational standardisation and (i)
Maintenance standardisation.

i,  Operational standardisation requires locomotives of the same class to operate
as a consist {i.e. two or more locomotives coupled together operating as a
single unit). This is not negotiable but is implemented through de facte
industty standards.

After many vears these standards have now changed and TFR is evaluating
the impact of these changes.

li.  Maintenance standardisation addresses:
» Reduced spares holdings and simplified and standardised inventory.
« Standardised tools and diagnostic instruments setving a common fleet
o Unified training and for maintenance staff.
« Simpiified maintenance practises resulting in shorter Mean Time to Repair.
iil. TE s currently maintaining and repalring the Class 43 Series which means that
no additional training will be required and optimum utilisation of the current
maintenance facilities.
80. In light of the foregoing tonceming standardisation, specialisation and similar locomotives
already supplied and further considering that:
a) the Class 43 diesel is a modern locomotive that is performing well and has proven to be
both efficient and reliable and

\
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b) the proposed 60 locomotives will identical to the current design and ne prototyping or
type testing is required conservatively saving 15 months or more and
¢) the limitedt quantities required:
It is submitted that It is not in the best Interest of Transnet to solicit other offers for the 60
Class 43 diesel locomotives.

81. In both transactions, Transnet Engineering (TE) was appointed as GESAT's subcontractor for
the local assembly of the locomotives and the contractual obligations have been met,

82. The time and cost to localise production to comply with local content and SD requirements has
to be amortised over the anticipated production fun. The smaller the run, the more expensive
the overhead.

B3, Given that a contract is aiready in place and that the additlonal 60 loco requirement will be
largely on the same terms and conditions as the 43 loco confinement, this warrants extension.

B4. Extend the current contract with General Electric South African Technologies (GESAT)or 60
Class 43 Diesel Locomotives,

85. Confine and award to China South Rail (CSR) for 100 Electric locomatives,

86, The reasons for the different confinement and extension strategies have been highlighted In
the sections above,

. Evatuation Methodology
B7. The Request for Proposals (RFP's) for the confinement to Mars and extension to GESAT
respecuvely wﬁl be issued and their respectrve proposals wili be assessed as descrlhed belnw
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88. The Evaluation Methodology for an open tender comprises the following steps:

1) Administrative responsiveness — bidders will need to pass the administrative
responsiveness to enable them to be evaluated further. This includes evaluating all
returnable documents were submitted and the bid documents were duly signed by the

bidders :
ff )
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2) Substantive responsiveness — bidders must ensure that all pre-qualification criterla, the
pricing schedule Is completed, their bid materialty complies with the scope/specification and
that all material terms and conditions in the bid documents have been met. SD pre-
qualification criteria will be set at 65% for diesels and 70% for electrics based on recent
learnings from the 1064 process.

3) Local Content - bidders must comply to the minimum local content thresholds for Electric
and Diesel locomotives as stiputated in the PPPFA

4) Technical evaluation - bidders will need to pass the minimum technical thresholds of 80%
for both Electric and Diesel locomotives to proceed to the final phase (stage 2) of
evaluations.

S) A weighted scoring approach for Price (90%) and B-BBEE - scorecard (10%) will be used
determine finat award

6) Post tender negotiations — post tender negotiation requesting preferred bidders to
provide their Best and Final Offers

7) Final evaluation — preferred bidders to undergo final evaluation based on the 90/10 as
stiputated by the PPM

8) Preferred bidder negotiations - selection of the preferred bidder and megotiation of
various aspects inciuding final 5D commitments and the B-BBEE improvement plan (FRC
Future)

9) Conclude contract - the parties sign a contract and addendums to formalize the
agreement.

89, The above process ls modified for the proposed confinement and extension in that;
&) Administrative response (1) is simplified to essential documentation such as tax dearance
certificate, BEE certificate etc.

b) Substantive response {2) will be required on to ensure that all materal terms and
tonditions In the bid documents have been met. SD pre-quafification must be met

¢) Local content threshold must be met

d) Technical evaluation (5) is simplified to ensure that all modifications / improvements
made over the life of the locomotives {Class 43 and Electric’s) for incorporation.

&) Weighted Scoring Approach (6) and

f) Final Evaluation (8) is not required due to confinement and extension to one party

although evaluation agalnst expected 5D, BEE improvement and price ranges will be
conducted to ensure the deals meet Transnet’s expectations.,

91, The targets per PPPFA National Treasury Instruction Note (dated 16-07-2012) on ‘Invitation
and Evaluation of Bids Based on a Stipulated Minimum Threshold for Local Production and
Content for the Rail Rolling Stock Sector’ (Section 3 (3.1) are compulsory and are elaborated in
following table:

- ( e
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Threshold: 60% for Electric and 55% for Disses) 100% of PPPFA
100%

Total
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2. In addition, the progressive Local Content for Designated Components (Section 3 (3.2) will also

be applicable to both Electric and Diesel locomotives as per the table below though they may
not materialize as the contracts will be fulfiled before three years and they are not

programmatic.

Assembly of I.ocornotlves and EMU 1 | _ . 100% 100%

| CarBody 1 100% 100%

Bogle (inchuding wheels) 100% 100%

Coupling Equipment " 100% 100%

Suspension 100% 100%

| Heat, Ventliatlon and Aie COnditlonlng " 60% " 70%

Braking Svste_rp 70% 80% _
Alternatars - . 90% 100%

Traction Motors - g5% 80%

Electric Systems 80% 90%

Investment in plant biddars monetary commitment to
Investment In plant and equipment

Dowmtrum procunment  bidders mmmltment to supporting
| 2™, 2 yer suppllers, ete.

Skl devalopment suppiien‘s commltment to skills development
{number of people and monetary)

Job creation / presenratinn supplier's commntment to number
of jabs malntained/creatad

Small business promotion — supplier's commitment to usage of
srnall businesses {mcmetar-,'}

.:IED;‘SD bldders commrtment to 5D mltiatlves and ED
_development

1. The Supplier Development categories are set out In the table below. The pre-qualification
targets are considered reaiistic and achlevable without posing a risk to the project.

following:
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a) Local content meeting or exceeding 60% by value

b) Compliance with new SD commitments with a minimum of 70% as measured in the SD
Value Summary which forms part of the RFP

¢} Transnet will also request a prince range of between R30.5m and R32m for the purposes

of negotiation with the abjective of coming in within the R34.34m per loco which will be
used as a guide as is dependent on forex fluctuation.

Awsrd. Conditions - 60.Class 43 Diggels
3. Approvel to award the business to GESAT Is requested subject to SD compliance with the
following:

a) Local content meeting ot exceeding 55% by value

b} Comphance with new SO commitments with a minimum of 65% as measured in the SD
Value Summary which forms part of the RFP

¢) Transnet wili also request a prince range of between R22.5m and R24m for the purposes
of negotiation with the objective of coming in within the R26m per loco which will be
used as a guide as is dependent on forex fluctuation.

FINANCIAL AND BUDGET IMPLICATIONS
1. The finandal motivation and budget implications for the 100 Electrics and 60 Class 43 Diesels
are discussed in detail in the respective submissions.
100 Blactrics

2. The 100 Electric Locomotives are summarized below and are based on previous experience
with the Class 19E contract:

3) A base price per locomotive price of R 34.34 m (2013/14 - Yen 385 m @ Rand/Yen
0.09823)

b) Capital Investment Summary:

P (7 ST |
e R e e
¥ .,...;?A’:Alt&'ﬁi : r-'.f-".c,-'.'}"'—"

= e T

Project Plan =
| Payment R343: .'.31..737 )
Oelivery s6 | 44 1 100

¢} Adding the 100 class 19E sustaining locomotives to the original Coal 81 mt model
changes the Net Present Value of the total Coal 81 Project from (NPV) R90.63m to (NPV)
R98.49m over 10 years.

d) The present value {PV) of the Total Cost of Ownership using the 1064 locomotive model
is R58.6m per locomotive and RS 863m for the 100 Iocomotives.

e) Approved Infrastructure investments supporting the project totals R3 974 mitlion.
f) The cost is estimated and therefore a final price can only be given upon negotiation.

3. The 60 Class 43 Diesels are summarized below:

4. The 60 Class 43 locomotives are over and above the 465 diesels of the proved 1064

locomaotives, ’W
7
{ J(
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a) The delays in the 1064 will result in the delivery of the 1064 locomotives extending
beyond the current 7 year MDS capital plan. The diesels in particular will not meet the
otiginally planned delivery.

b} The fleet plan and the 1064 locomotive business case stress sustaining the fleet beyond
the seven year period in the order of 60 to 80 locomotives per year.

) The 60 Class 43 diesels will be funded from the 1064 locomotive budget for the flrst year,

d) The 1064 locomotive budget will be adjusted commencing the 2014/15 7 year cycle for
the delayed delivery of the 1064 beyond the current 2013/14 7 year cyde. This
adjustment is in fine with the stated intent of sustaining the fleet though a continuous
replenishment of new locomotives.

e) A price per locomotive price of R 26m @ Rand / USD (R9.59/USD) (R27.67 m @
R10.4/USD for 2014/15).

f) Capital Investment Summary:

i Project Plan

Payment. | 156 | R1504 B R166 | R1826
| Delivery _ 60 %

g) The acquisition 'of thé 50 Csass 43 Diesel preserves an NPV of R1 871 m based on the
1064 Locomotive Model,

h) The PV of the Total Cost of Ownership using the 1064 Locomotive model is R63.7m per
locomotive and R3 822m for the 60 additional diesels over thelr 30 year life.

[) The cost is estimated and therefore a final price can only be given upon negotiation

5, The proposed procurement has limited impact on Group finances and the critical ratios are

maintained,
6. For no defay the ratios are:
i . ..ooail

- Operating margin %

-EBITDA % 429 6.7 9.3 497 518 52.6

- Return on average total assets [%) 8.0 10.0 13 124 14,2 145

- Gearing (%) 465 ary 417 470 45,2 1.6

- Net debt to EBITOA [Times) 3.04 2.70 2.53 240 2.17 1,54

- Asset turnaver (Times) 0.30 0.33 0.34 0.37 D.38 0.38 |
- Cash Interest covar {Times) a3 36 |" 4.0 4.1 A5 4.8

1/22/2014
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7. For a one (1) year delay the ratios are:

I

One (1) Year Dali

-'Ope}atl'ng' margin [

- EBITDA % 427 46.2 476 474 487 || 485

- feturn on average total assets (%) 7.9 9.7 10.4 10.8 11.8 120

- Gearing (%) 46.2 473, 47.8 48.7 48,7 471

- Net delt 10 EBITOA (Timas) 301 | 267 2.75 264 248

- Asset turnover {Times) 0.20 033] 033 | 035 0.36 0.36

= Cash Interest cover (Times) L33l 36 | . 38 3.7 .37 ] . 39

8, For atwo (2) year delay the ratios are:

- Operating margin % i

-EBMDA% b a2 459 472 471 489 | 500

- Return on average total asses (%} [ 7.9 96 143 10.7 120 123
- Gearing (%) i 460 46.6 46.8 414 477 46.3
- Net debt to EBITDA (Times] 2.99 2.67 2.61 2.654 2.55 2.41

- Asset turnovar {Times) 0.30 . 0.33 0.24 0.35 0.36 0.26

- Cash interest cover (Times) 33| 36 39 38 39 4.0

SOCIO-ECONOMIC BENEFITS

9, The transaction will be allgned with the Government of South Africa’s socicecanomic policy
framework, inciuding CSDP, NGP, NDP, SSI, and IPAPZ.

10. Meeting the MDS growth targets supports the National Development Program In the
Industsialisation of SA’s mineral resources.

11. The program supports the sustainable development of a South African locomotive production
industry.
12. Economic benefits include:
a) Using idle capacity available in South Africa

b) In terms of the National Treasury instruction note the local content for designated sector
(rolling stock - locomotives) for electric locomotives is 60% and for diesel locomotives is
55%.

c) Ability to reinstate / retain local jobs as the skills pool already exists

d) Significant indirect and direct South African jobs will be preserved which include
approximately 186 direct jobs at the TE assembly facllity with further jobs retained in
downstream enterprises

PROJECT RISKS
13, Both projects face several risks that could affect their overall economic viability:
14. Locomaotive Delivery: This could arise if (i) the confinement [s not approved (if) unforeseen
circumstances on the part of supplier including not complying with CSDP conditions,
15. Lower volumes: MDS volumes may not materialise per plan negating the need to cascade
locomotives and [ or the class 43 diesels not belng fully or eptimally utilisedl.f :
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16. The coal line locomotives are nonetheless still nearing their end of life and these will require
replacement in the short term to sustain coal exports at 81 mt. Long term coal contracts are
currently being negotiated for 81 mt and there are sufficient coal reserves to sustain this
tempo. The model and NPV Is further based on 95% of the coal export volumes materialising.
There is no risk to this project If volumes do not ramp up to 97.4 mt,

17, Exchange Rate Fluctuations:

a) For the 100 Elecirk; confined to CSR, the Yen / Rand Rate Is used as a forecast given that
the Class 19F deal was used as a base. Localisation Is already set at 60%, thus mitigating
exchange fluctuation risks.

b) For the 60 Class 43 confined to GESAT the base price Is taken R10/USD. The rate is
forecast to strengthen in the short temm which incudes the duration of the contract
before weakening.

18, Tarifts not being realised:

a) For the coal tine current FOB prices for RBCT coal are around US$90 per ton, well below
the peak of over US$1i50 per ton. At R9.50/USD and a tariff of R126 per ton, transport
accounts for ~13% of the FOB price. Pressure on tariffs will remain Uil there s a long
term sustalnable uptick in the FOB price.

b} For General Freight increases linked to inflation are not seen as a risk while increases
above Infiation will be subject to scrutiny and downward pressure.

19. Tariff exposure to commadity downturns:

a) In the short term this could Impact the viablity of emerging miners for export coal. This
will affect only 3 mt as the rest are based on jong term contracts being negotiated. The
madel is also based on 95% of the volumes reallsing.

b) tocomotives have a 30 year life-cycle which transcends economic cydes, In the short to

medium term the global economic recovery Is seen as slow but sustained. The economic
environment for General Freight Iooomotlves was fully set out in the 1064 business case,
20, Over Capitallsation of the Coat Line: This Is not seen as a risk as the iocomotives sustain
current volures of 81 mt for which long term contracts are being negotiated. The reserves in
the Mpumalanga basin are also acknowledged to be able to sustain this tempo for the long
term. There Is thus lIttle risk of stranded assets. The locomotives being replaced are at the end
or very close to the end of thelr economic life and would require replacement in the very short
term even if they were not cascaded to General Freight.

21, Project interdependencies:

a) Cruclal to the new operations and achieving 8imt on the Coal Export Line with the
additional 100 Electric locomotives requires constructing the Ermelo bypass line, This iine
enables two 100 wagons traing from the mines to be coupled together enabling the train
to proceed as a single 200 wagon Radio Distributed Power (RDP) train without going into
Ermelo Yard.

b) An interdependency for the 100 Electric locomotives is cascading locomotives to general
freight, The 60 Class 43 Diesels do not have other project Interdependencies

22. Project risks will be mitigated during implementation by a dedicated cross-functional
project team to manage the contract.

Y [
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RECOMMENDATION:

23, It is recommended that the Transnet Board of Directors approve the following:

a) Note the risk to TFR MDS volumes through Insufficient traction power resulting from the
delay in the procurement of the 1064 locomotives:

b} To approve the investment in and procurement of 100 Electric locomotives required for
the Coal Export Line in the amount of R3 871 m {excluding borrowing costs):

c) To approve the confinement and award of the procurement for the 100 Electric
locomotives.

d) To approve the Investment and change in the fleet plan to procure of 60 Class 43 diesel
locomotives for General Freight In the amount of R1 826 m (excluding borrowing costs):

e} To approve an extension of the current Class 43 diesel locomotives contract for 60
additional locomotives:

f) The GCE be delegated the power to sign and conclude all relevant documents to give
effect to the above resolutions, including the award and process approval.

_xXoj§-0l:2}

Date:

s e 002 N BN e\l
Anoj Singh » Date:
Group Chlef Figanclal Officer
Transnet SOC Lid
RECOMMENDED BY:.
2 2"..’ /'. ‘, ‘I‘ .
' Date: '
Group Chief Executive
Transnet SQC Lid
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YL Recalculation

Rand Portion R 14430 oog
USD portion usD 1 950 000} ;
Rate used by CSR 7.5
Rate at date of signature on 22nd October 2012 8.635|'
-:Rate at February 2014 used by CSR 11!:1.9ij
Calculated exchange rate impact’ R 4 416 750
Base Price R 28 860 000
Exchange rate impact R 4 216 750
Escalation on USD portion R 992 063
Escalation on SA portion R 3182 140
Additional costs for:
Set up costs already incurred -R 1 500 000
Steel R 432 000
Variations R 2738 400
Hedging costs R 1078 429
Duty R 300 000
Price excluding options "R 40499 781

‘R 589 952

Options ECP + WDP

Price Including options

Y
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NU a5
Twnsnet SOC Ltd Carlton Cantre P.0O. Box 72501
Ragistration 150 Commiesioner Parkviaw TRANSNEIT
Number Str. Johannesburg South Africa, 2122 &
1990/000900/30 2001 T 427 13 308 2526 W
F 427 11 308 2312

MEMORANDUM

Wewr . Erananst .ot

To:  Transnet Board of Directors (BOD)
From: Brian Molefe, Group Chief Executive

SUBJECT: INCREASE IN ESTIMATED TOTAL COST (ETC) FOR THE
ACQUISITION OF 100 EQUIVALENT CLASS 198 DUAL VOLTAGE ELECTRIC
LOCOMOTIVES FOR THE EXPORT COAL LINE

1.  The purpose of this memo is:
a) for the BOD to note of the reasons for the increase in ETC.

b) to request that the BOD approves an Increase In the estimated total cost for the
acquisition of 100 equivatent Class 19E Dual Voltage Electric Locomotives for the
Export Coal Line from R3.871 billlon to R4,840 billion.

EXECUTIVE SUMMARY:
2. In summary the increase In ETC of R 969 million can be attributed to the
following:
E__Ul:u:lalae(:tfb'.l'.ilr'te; l}asefor;br_u_)mlc Impacts - | Rf95 mi 51%_:
Scope Change R 347 m. - 36 %_
| Risk Mitigation - Forex, Escalation and Contlngencies RIZ3m|  39%
Discount Negotiated -R247m | -25%

3. 90 % of the ETC Increase relates to changes In market conditlons and the risk
tolerance level of the company. Whilst 39 % of the ETC Increase relates to
strategic factors such as localisation and competition. These increases have bean
offset by competitive negotiations that realised a benefit of 25 %.

4, 36 % of the ETC increase relates to the scope change however consldering the
discount negotiated the cost of the scope change Is reasonable.

S. The need to incur these costs has been justified and the assoclated costs are
reasonable In the circumstances.

6. The final price is comparable to the Mitsul proposal except for acldltlonal cope-'
change items allowed for in the ETC. .
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7. The NPV of the business case remains positive at R 7.1 blllion.
Impacts on the 2014/15 corporate pian has been assessed and mitigated.

Risk mitlgation measures have been developed and'are being Implemented to
ensure benefits are realised.

10, This acquisttion in conjunction with other locomotive acquisitions will significantly
contribute towards the company achleving its original MDS targets of 350 mt by
2018719,

BACKGROUND:

11, The rationale for the investment In the 100 equivalent class 19E Dual Voltage
Electric locomoatives Is to mitigate agalnst the shortfall on MDS volumes anticipated
due to the tractive capacity shortage as @ result of the delivery on the 1064

locomative programme taking longer than expected.

12, The 100 equivalent Class 19 E Dual Voltage locomotives are destined for the
Export Coal Line. This will result in 125 existing Coal Line locomotives belng
cascaded and deployed to the General Freight Business untll such time that the
1064 locomotive contract starts to produce locomotives {(August 2015) where after
the 125 cascaded locomotives will be run out.

13. The acquisition of 100 equivalent Class 19E Dual Voltage Locomatives was
approved by the Board of Directors on 24 January 2014 at & cost of R 3.871 billion
exduding the cost of hedging for foreign exchange movements and exdlyding the
cost of future escalation costs.

14, A contract to acquire 100 electric locomotives was concluded with CSR E Loco
Supply (Pty) Ltd on 17 March 2014 at a cost of R 4.4 billion |ncluding the cost of
future escalations and foreign exchange hedging costs, thus resulting In an
Increase in ETC of R 969 million.

15. The contract concluded with CSR E Loco Supply (Pty) Ltd Includes a supplier
development requirement of 60 % as per DTI cades for local content.

16. The locomotives will be delivered at a rate of between 12 to 20 locomotives per
month, 40 Locomotives will be manufactured [n China with the remalnder being

manufactured locally by TE.

17. The 1% locomotive will be dellvered In February 2015 with the 100" locomotive
being delivered in September 2015, This represents an 18 month perlod due to
the TE and localisation requirements which we are currently trying to shorten
which will enable MDS volumas to be achleved.

18, PFMA approval for this transaction Is belng sought as It Is above the R 3.9 billion
Section 54 threshold, due to the Increase In ETC,

19, DPE has (ndicated that processes are underway to facilltate such approval, The
contract entered Into with CSR E Loco Supply (Pty) Ltd Is subject to PFMA approval
being obtained.

Tncrease in ETC for 100 Eleciric Locomotives ‘éU" \ \ o
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DISCUSSION:
20, 1In order to analyse the increase In ETC two factors need to be considered:

l.  Updated economic data from business case date to current (backward
looking);

.  Future financial risks emanating from the transaction and costs assoclated
to mitigate thase risks (forward looking).

21. This document has been prepared to explain the Increase In ETC on this basls,
concenirating on why these costs needed to be incurred and were these costs
reasonable In the circumstances.

22. The increase In ETC of R 969 milllon Is due to the following reasons (refer Table 1
below):
a. Forex movements from the approved business case to award date (backward
looking) (Item A of Table 1)

b. Inflationary related escalations from the approved business case to award date
(backward looking) {Item B of Table 1)

¢. Variations to design for a higher specification for CSR locomotive (strategic) and
due to the locallsation requirement of 60 %, Transnet Engineering (TE) will
assemble the locomotives and enable it to become an OEM (strategic) (Item C
of Table 1)

d. The cost of fixing future escalations over the life of the contract (forward
looking risk mitigation) (Item D of table 1}

e. The cost of fixing forex exposure over the life of the contract (forward looking
tisk mitigation) (Item E of Table 1)

f. Contingencies related to varation orders, options {such as electronically
controlled pneumatic braking and wire distiibuted power etc.) and capital
spares (Item G of table 1)

g. As part of the negotiation process a further discount of R 2.4 million per
locomotive was negotiated on the basis of ensuring that the price Is market
related,

Increase in ETC for 100 Electric Locomotives g\] d\)
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Table1

R{m) %
Price per bbcomgtive as per Board submission 21 January 2014 exchiding Hedging and
Escabition costs 3434
Tmpact of the exchange rate to contract date (backward boking) A 369 107%
Impact of kbou hffation, materil iiation, CPI up to contract date (backward bokng) B 126-  3m
Additional cost for variations for higher locomotive specticiation and additona! duties c 347 10a%
Cost to i forvward koking escaiation (forward koking) D 263 2e%
Cost to fik forward forex hedging (fosward Sooking) € 108 3%
Dscount nagotiated F 247w
Final Contracted Price per Locomative TR
Finai Contracted Price for 100 Locomatives mw
10 % Corkingency for capkal spares, varition orders, options etc. & 446,50
Froposed ETC for 100 Locomotives Incliding contingerteles m
ETC requested per 21 January 2014 Board submission 3671.00
Therafore erease n ETC requested 96900

BACKWARD LOOKING ECONOMIC AND OTHER FACTORS THAT HAVE
IMPACTED THE PRICE:

23. The submission prepared In January 2014 for BOD and the Transnet Board
meetings were based on economic forecasts obtained In May 2013.

24, 10 months have elapsed since the Inftlal calculations resulting in @ number of
parameters having materially changed between the business case preparations
and the contract negotiation. These are summatised in the table below:

. . . e /7 /—\
Increase in ETC for 100 Electric Locomotives %b \ \ } e
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Table 2

|Rand te the Yen 0.00823 0.10878 10.74%
Local CP1 100% 105.10% S.10%e
Local Hot rofled Steel plates Index 100% 110.680% 10,80% v
Local PP1 1000% 106.40% 6.40%: **
Chinese. Equivalent CPT Index 100% 102.50% 2.509 **
US. Equivalent CPT index 100% 101.33% 1,33% =
Eurd Equivalent CPI ndex 100% 102.08% 2.08%
Japandse Equivalent CP1 ndex 100%  101.34% 1,34% ¢
»* Index mavements cakulsted from May 13 to Mar 14 {10 Months)

Item A of Table 1

Forelgn exchange rates: The rand has depreciated by 10.74 % agalnst
the Japanese Yen, This has Impacted the expected price of the
locomotive as per the business case and ultimately the Estimated Total

Cost (ETC) as approved by the Board by approximately 10.74 %,
Consequently the additional 10.7 % per A In Table 1 above is reasonable,

Item B of Table 1

b.

e,

Labour cost Increase: During the May 2013 to March 2014 peried the cost
of labour Increased in South Africa by higher than CPl, as evidencad by
the higher than CPI wage settiement that Transnet entered Into at 8.5 %
for a two year period. Due to the localisation requirement of 60 86,
Transnet Engineering (TE) wil assemble the Ilocomotives and
consequently local fabour will be utflised for the assembly,

Material cost Increase: A significant component of the locomotive is steel
which Is impacted by the steel commodity price of which the trading
currency is in US Dollars. The tocal hot rolled steel plate's index
increased by 10,8 % over the perlod.

Infation. Local Producer Price Index increase on average by 6.4 % over
the period affecting the locally sourced scope of the project. Forelgn
equivalent indices Increased on average by about 1.3 % to 2.5 % over
the same period. This together with the forelgn exchange deterioration
Indicated above resulted In the Import component of the project
increasing. -

Statistics SA report that the headline CPI annual inflation rate In April
2014 was 6.1 %, further explalned In the Business Day article “CPI
breaches Reserve Bank target” dated 22 May 2014, ﬂ

increase in ETC for 100 Electric Locomotives % \ K) }
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f. Applying the relevant proportion of each of the labour, material and other
input costs which make up the basket of Hems required for the
manufacture of the locomotives over the 10 month perlod, would result in
the net 3.7 % Increase In the locomotive price,

g. Consequently the net impact of 3.7 % on the locomotive price due to the
change In economic conditions as per item B in Table 1 above is
reasonable.

FORWARD LOOKING ECONOMIC FACTORS AND MEASURES TO MITIGATE
FINANCIAL RISK THAT HAVE IMPACTED THE PRICE:

Forex

25. The Financlal Risk Management Framework (FRMF) approved by the Board of
Directors (BOD) does not permit Transnet accepting forex exposure on committed
transactions.

26, The South African Reserve Bank (SARB) also does not permit SOC's to accept open
exposure on forelgn currency contracts,

27. In addition credit rating agencles and bond holders both prafer conservative risk
appetites and consequently would also support fixing our forex expasure,

28. Consequently the cost of forelgn currency hedging to mitigate and protect the
Company against foreign cwrrency devaluation Is an Inherent cost of the
transaction.

29, Costs related to forex are influenced by market forces which are not within
managements control and therefore were not Included In the ETC for the business
case submission. The impacts of these forex related costs would only be known
once the contract was negotiated and finalised as they are based on market
conditions and sentiment at the time.

30, The cost of fixing the forex exposure is impacted by currency volatility and time or
duration of the exposure.

31. The recant volatility In the foreign exchange rate of on average up to between 15
& 20 % directly Impacts the transaciion cost as can be seen on Table 3 below:

Tncrease In £7C for 100 Bedilc Locomotves i\ <\7(\)
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Table 3

Rand $ dey snnualised Standard Devistion ovar the past year

§I1E §££££==§!’£E£ zsziz:z

32. In addition the ZAR currency Is one of the most volatile and fragile currencles in
the world, This view Is substantiated by the ZAR currency being termed as one of
the “fragile five” by economists and financial markets (refer diagram below).

33. Buslness Day reported on 18 March 2014 that the Rand is in for a “"Rocky ride” for
the rest of the year (Refer article "Rocky Ride forecast for *stll to expensive’ Rand)

34. The generally held consensus view Is that due to the twin deficit of the RSA
budget and the current account, and the weak economic outiook supports Rand
devaluation in the meckum to long term,

R

\

L e

35. A historical regression analysis conducted by Regiments Capital Indicates that the
ZAR currency is oh a trend of devatuation as Indicated In Table 4 above.

Increase n EVC for 100 Electric Locomotives
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Table5
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36. In addition Regiments Capital conducted varlous currency trend scenarlos as
indicated In Table 5 above. All scenarios indicate a general devaluation in ZAR
over the medium term. -

37. The imminent risk of the Ukraine crisis and its impact on emerging markets also
had an Impact on the decision to fix the exchange rate exposure.

38. In addition the delivery schedule for the locomotives, of 18 months, also impacts
the cost of hedging as the length of the expostire impacts the costs. The longer
the period the higher the premium paid due to unknown outcomes In the future,

39. Alternative methods, such as call and put option structures, to reduce cost and
mitigate against forex exposure risk were explored in conjunction with Regiments
Capital including methods in which Transnet would particlpate in any possible
upside In Rand movements. These methods were evaluated from a cost benefit
perspective and consequently the FEC route proved most beneficial and practical
to mitigate forex risk,

40. 1n addition the accounting treatment of options was not optimal as per opinion
obtained from KPMG as it would result In the creation of an embedded derivative,

41. The cost to hedge this exposure was obtalned from banks by the suppllers, This
was then vetted by Transnet Treasury and Regiments Capital for reasonability.
They both found the rates and cost to be acceptable.

42, Consequently the 3.1 % per E (n Table 1 above is reasonable.

2
2 L
g
8
o
8
g
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tocomotive Specification and other Factors including Localisation

43. As a result of the dedision taken to award the 360 electric locomotive contract and
the 240 electric locometive contract as part of the 1064 tender process, to CSR
and Bombardier Transportation respectively, made these two OEM's the biggest
suppllers of electric locomotives to Transnet.

44, Strateglcally this supported the declsion ta create a competitor to Mitsul for the
build of electric locomotives for the Coal Line to positively impact the total Hfe
cyde cost of locomotives deployed on the Coal line (as motivated in the original

business case).

45, This required certain additional modifications and varlations to be made to the
existing 20 E locomotive specification to achlieve the heavy haul requirements for
the Coal Line.

46. A strategic decislon was taken at a Transnet level that TE should be enabled to
eventually become an OEM of locomotives. This procurement process was used as
a catalyst to facllitate this strategy.

47. This procurement event was subject to the 90/10 PPPFA adjudication requirements

which would result In an approximate premium of 10 % belng acceptable to
National Treasury for focalisation and other strategic imperatives Including

competition,
48, The discount negotiated offsets a portion of the cost of the scope change.

49, Consequently the additional 10 % per C In table 1 above Is justified and Is
reasonable,

50. The contracted locomotive price Is based on the above factors as well as the
general outcome of the negotiation process,

Escalation of Input Costs

51. Glven the size, magnitude and risk tolerance of the Company due to MDS
execution, cash flow certainty is of paramount importance when trying to plan
over a long term horizon,

§2, This ensures that the company is able to manage Its key finandal metrics such as
gearing, cash interest cover and the A/B ratlo (required by rating agencies).

53. In addition credit rating agendes and bond holders both prefer conservative risk
appetites and consequently would also support fixing our escalation exposure,

54, Careful consideration had to be glven to accepting other risks such as labour, steel
ete. and being exposed to market conditions.

55. Consequently it was declded to fix escalation for these Input_costs and gain

certainty of cash flows,

| (8 |
“Tncrease In ETC for 100 Electric Locomotives 0 \ ) =
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57.

59.

61.

62.

63.

65.
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Costs associated with fidng these Input costs are largely driven by market
sentiment at the ime of contracting such as the items mentioned below,

Labour unrest and strikes in the platinum sector has put significant pressure on
forward looking fabour costs. As Indicated earller Transnet Is subject to an 8.5 %

wage adjustment for the 2014/15 financlal year,

The contractor has also bullt & risk premium Into thelr pricing for forward looking
inflation, to cater for the unpredictable nature of the labour environment within
South Africa and the risk assoclated with TE carrying out this additional new scope
of work.

Statistics SA report that the headline CPI annual inflation rate in April 2014 was
6.1 %, further explained in the Business Day article "CPI Breaches Reserve bank
target” dated 22 May 2014,

The SARB and National Treasury 2014 Budget Review forecasts CPI at 6.2 %, 5.9
% and 5.5 % for the years 2014, 2015 and 2016 respectively.

The MPC also Is concerned about upward Inflationary pressure on the economy as
they have increased the Repo rate by 100 basls paints recently kn response to
managing the upward Inflationary pressures.

The high level of local content (60%) makes local Indices more applicable to
assess the cost of escalations going forward.

Applying the relevant proportion of each ‘of the labour, materlal and other input

¢o8ts which make up the basket of ltems required for the. manufacture of the
locomotives, would result In the net 7.7 % Increase.

Hence a CPI of 6 % (which excludes a premium for risk) escalated for 18 months
results In a 9 % increase, thus the 7.7 % per D in Table 1 above Is reasonable.

Escalations of Input costs have been vesified by Transnet by using publicly
avalisble data and by Regiments CapRal using their Intellectual property
methodology and techniques.

Contingencies

The contracted price of R 4.4 billlon excludes the cost of any requirements for
capital spares, varlation orders and options (such as electronically controlied
pneumatic braking and wire distributed power etc.) and as such an additionat 10
% (R 440 million) has been added into the request for additional ETC for this

(vefer item G of Table 1 above).

N




YL-RESP-057

FINANCIAL TMPLICATIONS:
66. The business need and rationale remains as indicated in the original business case
submission approved by the Board.
67. The financlal modef for the Business Case has been updated for the following
based on the signed contracts:
a. Final pricing
b. Revised cash flow profile for the capital investments

68. The updated NPV result Is a positive NPV of R7 099 million at the new hurdle rate
of 15.2 % and R10 702 milllon at the TFR WACC of 12.6 %. The NPV at the
original hurdle rate of 18,56% was R4 201 million.

BUDGET IMPLICATIONS:
69. The investment ls included in the 2014/15 seven year capltal investment plan.

70. The contracted delivery schedule and cash flows have changed as compared to
the investment included In the 2014/15 seven year capital Investment plan.

71. In order to ensure that Transnet’s approved key affordabflity limits (gearing and
cash interest cover) are not breached, a capital prioritisation process will be
undertakern, such that other investments which do not Impact MDS volume targets

would be deferred.

72, The difference between the January 2014 business case and the cash flows agreed
with the contractor Is illustrated in the Table 4 below:

Table 4
 mendmmwn
ETC | 201314 | 2014715 | 201516 | 2016/17 |
BusinessCass| 3871 | 343 1797 | 1430 | 352
Contracted | 4640 | 1320 | 188 | 1486 | 145
Difference | -69 977 | 151 47 07

73. In order to secure quicker delivery of the locomotives to address the MDS volumes
at risk, a larger advance payment (R 1.3 billion) had to be made to the contractor
in the 2013/14 finandlal year. As confirmed by a letter received from the supplier
this was required by the supplier In order to cover costs to ensure quicker delivery.
The rationale as explained by the supplier was confirmed reasonable by Transnet’s
external auditors and was capltalised accordingly In the financial statements at 31

March 2014,
74. ‘The impact of the locomotive acquisition on the 2014/15 corporate plan as well as

the Impact of the prioritisation process; updating for the change in volumes,
revenue, EBITDA and capital due to the combination of the 10 electric

Increase In ETC for 100 Blectric Locomotivas \( \r
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locomotives, 1064 locomotives and 60 Diesel locomotives contracts 15 reflected in
the graph below:
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75. As can be seen from the graphs the Initlal two years of the 2014/15 Corporate
Plan has been negatively impacted by the locomotive acquisitions.

76. However after the planned EBITDA and optimisation Initiatives that have been
factored into the model the ratios are within acceptable levels.

77. The Initlatives Identified to meet the Corporate Plan targets are detalled In
Annexure A,

RISK MANAGEMENT:

78, In order to manage risks associated with this transaction a risk management
framework is In the process of being developed,

79. A Locomotive Steering Commitiee has been set up to manage thc operational
Issues associated with the locomotive acquisition and will address the following

risks:
» Locomotive delivery
» The wagon build program
s Infrastructure requirements
» Operational readiness

s Commercial and Volumes @ A

Tncrease In ETC for 100 Electric Locomotives 0 ( A J
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80. A soclo economic monitor will be appointed to ensure socio economic benefits will
be realised.

81. 1n order to mitigate against late dellvery risk, a penalty regime capped at 10 % of
the contract price has been agreed to with all bidders.

82, Escalation risk has been mitigated by fixing the price of the locomotlves,

83. Forex risk has been mitigated by hedging the price of the locomotives by using the
suppliers balance sheets.

84. All advance payments are secured by an on demand advance payment guarantee
issued by a bank with a minimum long term credlt rating of an A- Fitch rating or

equivelent,

85. In order to mitigate against default of Suppiler Development (SD) commitments,
and SD penaity clause has been Included In the supply agreements. An SD bond
has also been obtained to cover risk agalnst defauit,

86, CSR have agreed to provide a 24 month warranty on the locomotive as well as a 6
year warranty on the traction motor and a 12 month warranty on spares,

87. A liability cap of 15 % of the contract price is included in the supply agreement
thereby limiting Transnet’s exposure in the unlikely event of breach of contract by

Transnet.

SOURCE OF INFORMATION AND REFERENCES:

88. Data quoted In the memo above has been sourced from:

« Statistics South Africa - release P0141

« Business Day 22 May 2014 — “CPI Breaches Reserve Bank target”

s+ Business Day 18 March 2014 — “Rocky Ride forecast for stiil too
expensive Rand

¢ Reserve Bank and National Treasury 2014 Budget Review

» Regiments Capital (transaction advisory services)

+ KMPG (accounting oplinions)

« PWC (locomotive locallsation opportunities for TE and South African

Industry)

lmrqmﬁﬁCbriddﬂécﬂchowmﬁﬂm . %) ((\



YL-RESP-060

*

RECOMMENDATION:

89. ItIs recornmended that:

a) the BOD take note that the main reasons for the Increase In ETC is de to
the exclusion of the following costs from the 24 January 2014 submission:

|, The cost of hedging for forelgn exchange movements;
. The cost for future inflationary escalations;
iil. The cost of additional scope for Transnet Engineering (TE);
v, The cost of changes in economic conditions (forex and Inflation)
between approval of the husiness case and award of the contract

b) the BOD approves an increase in the estimated total cost (ETC) for the
acquisition of 100 equivalent Class 19E Dual Voltage Electric Locomotives for
the Export Coal Line from R3.871 billion to R4.840 billion.

Recommended by:

Brian Molefe ;
Group Chief Executive Officers

Date: LY . X. fy.

“Increase In ETC for 100 Elactric Locomotives
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PIION: SUPPLY OF 509 DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE

GENERAL FREIGHT BUSINESS (GFB)
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g“é‘var Chaimerson,

YL-RESP-066

Please find, aftached, the response lo the clarfication questions received by Bombardier
Transpartation South Alrica (Pty) Ltd on 15 Novemnber 2613. These responses reter to and clariy our

submiitted proposal of 30 April 2018,

Sincers Regards,

David Angi f
Direcior, Business Development
LOCOMOTIVES

Bombardier Transportation
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bardisr Tronsperietion South Africe {Piy) L
Gompany Fegigiration Mo,1995/011405/07 VAT Reqishalion Mo, 4280158546
Chatmar: Alen Flint
Chilef Countyy Represenmative: Aubrey Lekwane
Non Executive Directors: Violefis {Hes, Dunisa Diarbete, Boavstrong Nocoho, Paul Sampson N
Frecutive Dirostors: Sajeeth Dayanand, Calvin Feher, Aubrey Lekwane, Christingh Mafolo, Jokan van 8iljon
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Clarificatien Annexure A tmsert ndme of bidder |
‘Bombardier 3
Transportation South |
. Afnca (Pty)brd
- “Fixed prige inclyding |
._escalation
L__ 569 Coto scerario .|
) ) " Perlaoce
1 | Capita! acquisition tosl separated into: "~ .. . 45,316,859
i " "|Base price - as per techmical specification | = T T T T
| O — . 28,788,150
__2|ERdineering support gost - T ... .619,100]
> "|Snécial tooling and test equipment
3| requirements. e T - ! 3,762
*|capital spares (detaft must be provided an :
1 4|attached "Capitat Spares” sheet) 491,240
 5lConsumables " 45,302
sl5et up costs 71,238,200
7|Spates holding costs 3, 0
JJspares holding (detail must bé provided
5{on attached "Spares holding” sheet) . 27405
1. 9iCost of escalation 13,794,150
‘| 10|Customs & excise duties = 309,550
11 msurance costs Sl )
|_12|0ther (please detail) 0|
st Exchianpe rate used by bidder 11.9
|Znd Exchange rate used by bidder | -
import Content X 15t exchance rate 1oz oo . 2908
+|Import Centert X 2nd exchiange rate Sl :
/| Tatat import contert % (per dectaration) "29.0%|
|tmiport content fereion value - 1st -
i|exchanse rate. - . aal LZBT2H
*tmpiort content foreign value - 2nd [
‘|exchange rate
g © IANSHE

01-21
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Batelsur Ploce

BOMBARDIER i
Hertford Office Park
90 Beldwer Road
Vorna Vallay
1686

10 January 2014 South Africa
2600'45.24'S

) 28°06'42.74'E

The Chairperson

Transnet Freight Rail e

Acqulsition Counil 1613

Ground Fioor South Africa

21 Wellington Road

Parkiown

TENDER NO: TFRAC-HO-8608
N: SUPPLY OF 599 DUAL YOLTAGE ELECTRIC LOCOMOTIVES FOR THE

GENERAL FREIGHT BUSINESS (GFB)

Dear Chairperson,
QOur tender dated 30 April 2013 refers.

Thank you far your letier dated 04 January 2014. We are very pleased to have been shorilisted for the
above mentionad tender,

Bombardier Transportation fully supports Transnet's goal of reducing operating costs and we believe
that our low-maintenance and high-efficiency locometive design will substantially contribute to this

objective, as demoanstrated in our TCO Model,

To further demonstrate our goadwill and strong interest in devsloping a long-term cooperation with
Transnet and to show our strong support for contributing to the South African economy and soctety,
Bombardier undertakes to increase the portion of our procurement that is allocated to Small
Businesses by 50 000 000 ZAR {fifty million Rand). In addition to the support of Small Busineszes,
Bombardier will also provide a higher level of Technology Transter, through increased spending on
Skills Development training and support that will total 10 000 000 ZAR (ten million Rand) in value.

Bombardier is willing to undertake a review of our pricing and identify potential areas for recuctions.
We believe an improved price is very possible; however we feel that this project is sufficiently complex
that such an exercise is best done together with Transnet to ensure the best fit to Transnet needs.

Bombardiar’s price is based on a foreign currency content of 28% In EUR, with the spot rate from our
offer dated 30 April 2013 of 11.9 ZAR per EUR, '

Bombardier Transportation confirms the original, audited local content declaration from 30 April 2013
and is committed to achieving this level of local content. o

We are looking forward to further engagements aiming o ointly ek adhliesbest value proposition
and setup for Transnet, s 4

Yours faithfully;

AV A

A

David Anglin #

Director, Busliass Devéio (0 7 J AN apéfielCovntry Representative
LOCOMOTIVES ' S Bumbardier Transportation SA
Bombardier Trang

O CHAIRMAN _ _
2 ACQUISITION EOUNCH. &‘,5-,:-._&‘4:
Bombardier Transportation &I“m 't W*M AGALARTTTTS
Company Registralion No.1905/011406/07 VAT Reglatration No. 42007 S5y =->

Chial Cauntry Represantative; Aubrey Lekwana
Non Exgcutive Directors: Violetia Diag, Dumisa Dlambule, Armatrony Ngcobo, Paul Sampaon
Execuilve Directors: Sajeeth Dayanand, Calvin Feher, Aubrey Lekwane, Christingh Matolo, Johan van Bifjon
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'GENERAL FREIGHT BUSINESS (GFB)

Price Sheet, Section 2 Base Frices:
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Batelaur Place
BOMBARDIER Eatafour
Hertford Office Park
Tames 00 Bakkar Road
04 December 2013 Tone Vatey
South Africa
. 26900'46.24°S
The Chairperson 280642 T4"E
Transnet Freight Rail
Acquisition Councit P O Box 10042
Ground Floor T
21 Wellington Road . South Africa
Parktown

R:NO:; TFRAC-HO-8608
PTION: SUPPLY OF 599 DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE

Dear Chairperson,

Your letter of 02 Decomber 2018 refers, and this response also refers to and darifles our submitted
proposal of 30 April 2013,

Bombardier Transportation South Africa (Pty) submitted our proposal on 30 April 2013, based on our
understanding that use of Transnet Engineering (TE) was compulsory. In response to TFR's
questions of 02 December, we have assessed our expecled costs and we estimate significant price
impact if we were to not use TE ag a local subcontractor for 599 Co-Co, tut instead were to use

altemative local private secior subcontractors.

Private sector alternatives to TE not only have significantly lower labour and overhead rates, but they
are also able to absorb setup costs as part of longer-term development plans that are in some cases
already in impiementation. Bombardier Transportation has experience with suitable local suppliers
and has in the past discussed this possibility; however in the time available we have not been able to
secure any firm quotes from potential private sector subcontractors.

Based on these factors, BT estimates that the price reduction to substitute a local private sector
subecontractor for TE scope could be R1 905 514 (R863 644 from reduced rates and R1 841 870 from
lowered setup costs), which would result in a per-locomotive price of R29 049 486. This change of
subcontractors is not expecied to negatively affect Supplier Devsiopment or defivery schadule.

Therefore, Bombardier Transportation’s indicative response to TFR's clarification request of 02
December 2013 is, according to the same inclusions and assumptions from our offer of 30 Aprit 2013,

~ [ What would be the Rand impagi on your price per locormotive i you did |
1 | not use TE as a local subcontractor for 589 Co-Co, but used an |i(- R 1 905 514)
- alternative focal private sector subcontragtor? X

‘What would your price per locomotive be for 599 Co-Go & you did not |
2 | use TE as a local subcontractor, but used and altemnativs local private | R29 049 486
' sector subcontractor?

Sincere Regards,

Bombardier Transportation _

Bombardisr Transpartation Souih Africa (Pty) Lid , 0 ! = 0 4 DEC 201
Company Regisiration No.1995/011405/07 VAT Registration No. 4280158546 )
Chalrman: Alan Rirm e iy :
Chief Country Representative: Aubrey Lalvane , %H IRidA N ) {}:}' S b
Non Execulive Directors: Violeia Dias, Dumisa Diambulo, Armsirong Ngcobo, Paut Sampsop 8 L OUISIT.ON GO . REe¥ 7
Executive Directors: Sajeeth Dayanand, Calvin Feher, Aubrey Lekwane, Christineh Matofo, Jofial B T ———
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MLaq

" CSR ‘--H\_.ﬂ I-'q_!
UflL"Lélated_...A_. ve i

34789
] s
| g Byl
; _2802m)
! .
.. 975000
Tl —— e 9|
17 405 1.9330€J
0 ol
_ 309850/ . -332 gog|
of 185 000
= Sy ol . e 0]
TotAzee001] - 1262187

Negotlations Electrics 17 Mar 201 4Nedotlations

14
15 ;. .01
16 Imporl Content % st exdmng__ «25.5%
!—?.'Fw Content % Znd exchange rate
18|Total i content % (per declaration)
yollm itent foreign value - 1st rate
20] MESEpOStenkifor ye= Ind rate. 328 080,00
21 |Indicated Forex hedging cost -
- IFoe ¥ 2014 - 1st exchan
22 & BT f
Fi [ I 2014"- 2|1d exchan
23|ral ]
Z4|Difference 0 mmy st exchange rate
25| Cifference In cure 2nd exchange rate
26|t ﬁ mjo%'dm basa price %
34 803 577 33 261 083
re— 8/8/9/7311 134717545
: 240 359
[ Bomborior [0 o
BAFO 29 049 486 26 890 000 |
1 Add back original TE scope 1905 514 3480 000
2 Exchange rete impact 3536 104 1595537
3 Escalation up to date of signature 1941 299 3156976
4 Batch pricing adjustment 58597 1618 500
13 242088 | 10 851 093
New Price @ 18 Feb 14 Y R F TR
Add cost af new TE scope 139% 0G0 1193732
Further discount 25 Fsb 20M4
Price encluding TE scope exctuding forward escalal 1279574 TAIEIST4 T o A0 E54 745
Cost to fix escalation going farward 19% 7646 119 7 936 367
T T s ABTH 112
Cost of hedging going forward Agreed with Bombardier 15 March 14 3 035 000 1688 888
C T S4371693 " 50 480 000
Add cost of new TE scope * 0%
Cost after TE scope 54371693 54 371 693 50480 000
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ML 29
Bateleur Place

Hertford Office Park
90 Bakkar Road
Vornz Valley
1686
South Africa
2500'45.24*S
DB 0842 T4'E

16 March 2014 R 042
1613

The Chairperson

Transnat Froight Rail

Acquisition Council

Ground Fioor

21 Wellington Road

Parktown

Dear Chairperson,

Bombardier Transportation South Afiica (Ply) Lid, (hereinafter Bombardier) Is pleaged to present our
revised proposal for 240.électric locomiotives, based on the extensive discussions and negotiations for
Transnet tender No. TFRAC-HO-8608 FOR THE SUPPLY OF 598 NEW DUAL VYOLTAGE
ELECTRIC LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB).

In purchasing new locomotives, Bombardier understands that Transnet is trying to achieve more than
jugt-an increase: in fleet capacity and refiability. Bomberdier has had significant giobal success with

Tranisfer of Technoi6gy. and Localization; and from our experience on the Gautrain project, we bslieve

we have a good understanding of how to effectivaly deliver ‘ot-enly 2 reliable and high-sfficiency
locomotive design, but alse a competitive and skilled local manutacturing industry.

Knowinig the importance of trensfersing technology to the local Southy African rail industry, botti for job
‘dredtion-and also.to énsure.reliahie meintainabllity of the locomatives, Bombardier still intends to build
all locomitives in-Seulh;Afiica. Bormbardier-is in negotiations with suppliers regarding the order size

of 240 locomotives, and the exact logal ‘content perceritage. may be affected by some of the open
itemns in the negotiations; however we are committed to schieving the highast feasible levels.

Bombardier is a strong supporter of the Supplier Developmert programme and has also made a
significanl commltment to the- revitalization. and: transformalion of the South African rail industry,
Although the .overall Supplies Development value will be lower due to the smaller order size of 240

CoColdcomotives; Bombardier will continue to pursue improvements in this area,

Following extensive negotiatlons, this offer includes price adjustments to reflect the following major
changes:
* Addhtion of bogle frame and assembly into TE scope (increase R254 000 per locomotive)
* Removal of Final Assembly Logistics and material supply from TE, replaced by private sector
supply (increase A365 000 per locomotive)

¢ Femoval of Cab Manufacture and Driver Desk scope from TE and replacement by private
sector supply {increase R121 000 per locomotive)

¢ Offset of Advance Payment Bond by the TE advance payment bond obiigation (reduce: -R26
000 per locomotive)

Bombardier Transportation South Africs {Pty) Ltd
Company Regisirallon No/1985/011405/07 VAT Regisiration Mo. 4280158546
Chlef Country Representative: Aubrey Lekwane

ni. 4. h
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Addttioneally, Bombardier confirms that this offer is alse based on including the beneficial impacts of
the advance payments on escalation and hedging.

This offer is valid until 17 March 2014 and this offer is based on the finalisation of the Locomotive
Supply Agreement. All pravious offers are superseded by this proposal,

Bombardier's goel is to work together in parinership with Transnet to further develop the South
African rall industry — creating real jobs and developing a compititive-local industry, whilst providing
TFR with reliable and efficient locomotives. We feel that this proposal demonsiralés our commitment
to batancing TFR's business needs with the soclal and economic needs of the country.

Sincere Regards,

David Anglin Aubrey Lekwane

Director, Business Development Chief Country Representative
LOCOMOTIVES Bombardier Transportation SA
Bombardier Transportation
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BOMBARDIER

TRAXX Africa General FreightLocomotive . Price Sheet

L4

2.7

The SD tolal value provided in Bombardier's proposal of 30 April 2013 Is also affected by the reducad
number of locomotives from 599 to 240, Bombardier indicates the SD value of 51% of the basa price,
subject to agreement on the SD plan within 120 Busineas Days after the Effective Date. Bombardier
remains commitied to achieve a high level ot Supplier Development.

3 Prices for 240 CoCo Locomotives

General: The prices in this section are based on the scope of supply that is described in the Locomotive
Supply Agreemenit

3.1

Payment Milestones "Price for CoCo Locomotives,

As described In the Locomotive Supply Agreement | R 54'547°000 per Unkt
(R 12'091'280°000 for 240 locos)

Note: The unit price per locomotive is valid only for a total fleet of 240 locomatives.

Fayment terms are as described in the Locomative Supply Agreement.

All the prices above include the following:

- Hedging costs; as agreed with TFR

- Locomotive Base price - as per the technical specification
- Engineering support cost

- Set up cost

- Custorn and excise duties

- Insurance costs
- Adjustment for EUR content to base of 1 EUR being equal to 15.0 ZAR — subject to final adjustment for

the spot rate at day of signature for 318'735'200 EUR
Al the prices above do not include the following: \

- Spectal tooling and test equipment requirements \l

- Capital spares =,
- Consumables i 14 = L2 o3¥0

- Spares holding costs )

)

Transnct Freight Rail Confidential and Proprietary
TFRAC-HOQ-8608 16 March 2014
page 3/3



TFR - Bombardler - 240 Electric Locomotives

BAFQ
1 Add back original TE scope

2  FXimpact - Spot

3 Escalation to February 2014
i? 4 Batch Pricing Volume Adjustment to 240
Subtotol
5 Adjust to new TE scope
) & Escalation - Forward

7 Hedging - Forward
Fixed Prics including Hedglng
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From: aubrey.lekwane@za transport.bombardier.com

Sent: Saturday, March 15, 2014 7.41 #M

To: Lindiwe Mdletshe Transnet Freight Rail JHB

Ce: david.anglin@de transport.bombardier.com

Subject: Fw: TFR: Price Adjustment Agreement

Attachments: TFR_Bombardier_FX_Adjustment_Agreement_20140215 xis
HilLindive,

Kidl brward to Dank as peragmed h todaym eetig.,,

Bestregans,

hubmrey Lekwane
——Fon arlad by Aubmy Lekw ane 28 Trmnsporiion bawdEron 15032014 1938 ——

To David Angin OE TmnsportBom baxlsl® Tmnsport, Aubmy
Lekwane 22 MransportBon baxie® Tmnsport,

cc Peteranm ann/{ H TmnsportBom bamdlien® Tmasport

- TFR :Pre Adj enth,
. lnDie'I:d:h Subvpct e Adjustm grEen ant
150372014 1737
Phone:+41 44 818 23 83
Depk:LoC BH M anagem ent

DearDavi and Aubrey,

pk. breward the attached price attachem entsheetto TFR as agreed wih Danie:

T ),,)_‘Igimg i agreed perHandshake wih Danke.
Th. o yelbw cels need to be filbd Ggreed prie & spotrate as agreed on M onday 8 am J;

Thank you & cheers
Stephan

Piease consider the environment before yau print / Merci de penser a Fenvironnament avant dimprimer / Bile denken Sle an die Umwelt bevor Sie drucken

Tr-ﬁ—js e ail com m unication {and any attachm ent/s) m ay contain confidential orprivileged nfom ation and is intended only for the
indiridualis} orentily nam ed above and to others w ho have bean pecifically authorized o recelve it. I you are not the intended
rcipient, please do notmad, copy, use ordiscbse the confents of this com m unication © others, Plasenotify the sander that you have

1
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Wrking Negotiations Electrics 17 Mar 2014.xlsx Sequential analysis of Bombardier BT Zondo

BIGE Cont

EURC ameum i n "Negotiatipn) i
M infstes the the “Addtlons] ¢ott to
& to the base price” to 3,941,741

This is dese to the as 1he "Exchange rale
impact® in the nagotistions spreadshest of
H3,538, 104

. g the Formula iR the ceil, the
il of R3,536,104 hps bren derived
fromn the valuss:

AT
mins 230830 )
Blus 33023

ELEL Y [

{Tha R2, 710,411 exchangs rate mpact can ollo

Baie Cair . T A v — = T T
AT Cont gt Opticar e o, [t TE) Wegwihliiv ~
R 11 e 2L 13 am 2004, E ] §
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Wriking Negotiations Electrics 17 Mar 2014, xsx Sequential anslysis of Bombardier BT Zondo
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Vs PEEE D o poe et vy Bl b gf

To: From:
!éigdiwe I;Iidlet':he "W_'aﬂQ’.?P'aﬂ ® hiECI = P:] et Fuma &
mmodity Manager ‘General Manager
Supply Chain Services CSR E-Loco S - © |an It '§
-Loco Supply .

TRANSNET FREIGHT RAIL h

— 1% Floor, China Constructioh Bank Building,

iInyarida House 2; 21 Wellington Road, 95 Grayston Drive, Sandton, 2196,

‘Parktown, Johhanesburg, South Africa Johannesburg =
wEE s 1 e

E-mail: Lindivie Mdletshie@traiistist.iist Tol: 42710007 1127 () Shieek 4o
o o o Cell: +27-72 562 5154 Foatbiontas M

Fax: +27-86 599 7734
E-mall; GliSi @csrzaic.com

Date: 11 March, 2014

Our Ref.: TFRAC-HQ-8608/CSRE-010
Subject: Updated Price Proposal for Supply of 359 New Dual-Voltage Eloctric
Locomotives for the General Frelght Business (GFB) for TFR

RFP No.: HOAC-HO-8608

L\
“

Dear Lindiwe,

CSR E-Loco Supply (Pty) Ltd. would like to thank you for the opportunity to provide Transnet
Freight Rail with an Updated Price Proposal.

According to the post-tender contract negotiation situation with Transnet Freight Rail (TFR),
and subcontract negotiation with Transnet Engineering (TE) from 04th February 2014 to 10%
March 2014, CSR E-Loco Supply Pty Ltd would like to provide TFR with updated price based
on the payment term and conditions, but based on that TE can delivery up to 12 electric

iocomotives per month.

This price is still based on our Bid Response Document and the updated subcontractor offer
provided by Transnet Engineering on 06" March 2014, and the Subcontract version with our
comments sent on 22™ Feb., 2014 or the subcontract agreement to both OEM confractors
for electric locomotive will be exactly identical and the draft of subcontract agreement shouid
be sent to and confirmed by CSR E-Loco Supply (Pty) Ltd. before 12t March 2014,

When TFR received this updated price proposal, all previous price proposals submitted by
CSR E-Loco Supply {(Pty) Ltd. to TFR before 10t March 2014 will be invalid.

1 Updated Price Proposal Based on Option 1
1.1 TE's Scope of Supply (Option 1).

The option 1 is based on scope of supply of Transnet Engineering as its original
proposal as following, which excluded wheelset assembly, traction motor assembly,
HV cubicle assembly and LV cubicle assembly. CSR E-Loco Supply Pty Lid also
provides CSR ZELC's cost of respective items. Please TFR kindly check and

evaluate it
Regmmion o SO e T e i RERE
VAT No.: 4850261837 CSR E-LOCO SUPPLY (PTY) LTD.
Addrass: 17 Fioor, China Consiruction Bank Buikiing,
95 Groyston Drive, Sandion, 2196, Joh burg

Tel: +27-10007 1127 Fao: 427-06 599 7724
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Table 1 TE's Scope of Supply for 359 sets of Co-Co Iom;n;:e; N

Mow Nameofcomponent ?:ycof TEI._:::::'IO‘::w %soﬁtzlftgo_ |
1 C_z_arbody | 304 | R3386,433| R2204483
2 |Bogie N R1450 214|  R749,641
3 .Electrical system | 304 | Ries1z|  Rs405
4 Coollng and ventilation system 304 __.R 103 590 . R94760
6 Cab (only mechan,ca, parts) | 304 R450654 | E'éss 567
7 | Interior equment 304 R173861|  R11z, 91'5 |
L 304 | RB831,191] R 204554

' i) Components of brake system:| 304 "R 5’4,524-:1_: R 62,4;

| 12. | Final assembly of locomotive . 5 HL

‘11 12,1 | Final assembly of qudmotiye | 304 R 1536772 ~ R506,324
122 | Final assembly of locomotive | 15 | R 1,586,772, R 506,324

71 3, | Test and commission 319 R 244,716 R 66895 A

| Subtotal per locomotive R8,560,436 |  R4,549,866 |

1.2 Updated Locomotive Pnce Pr0posal

Based on the above-mentioned offer from TE and according to technical proposal,
negotiated terms and conditions with Transnet Freight Rail, CSR E-Loco Supply
(Pty) Ltd. would like to provide TFR with following updated price.

The base price of each new electric locomotive with Co-Co bogie configuration,
excluding VAT, hedging cost and escalation is as following. The updated prices are
based on our technical proposal and negotiation terms from 4% February 2014 to
25" February 2014, especially 20% advance payment (13% wili be paid before the
Contract comes into effectiveness, 7% will be paid on the design review, but not
later than 6 months after Effectiveness of the Contract) and TE production ramp up

to 12 locos per month at the peak.

wranii. ...u.-.«q ..-«.--.-.c"..“-._..-qo—-s_—-_--_----;_-..__._.‘..
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Fax: +27-86 599 1134

95 Gray
Tedys +27-10: 007 1127

AmE ea Ly

Pmloﬁﬁ

TP Y SIS R

TR ERHEREAS

CSR E-LOCO SUPPLY {PTY) LTD.



YL-RESP-096

‘017 {Add) AlddNS OO0 T3 MED

EVEHEFR BE

PR 965 9027+ By £ZEL 200 Q)22+ FIAL
fanagauuzuce 9512 “Lorpueg ‘Sauq velstess g5
"BUIPHNG HUGE UBHOISUCTD UKD 00K | H8S8IpPY

2ER19Z0580 “oN 1WA
T L T T S T R A T e E s e P 2 r pe s s e e i im ninipemm o:onoanm = imemn e, 3 SOIS0EEN V2N et
E 3 WL | ek jad ajey UoneiEceg pajesbep’
T T T s | uoweden ~%o0c woRiod paxyy.
K00ST | Seleid eers pelow or %0082 SeI€d 96315 PoION 10H |
. %zes %00'Gh | %00'L¥ T 0| %ol %00'68 %002y 1d9 |
| T %000z idd . %0002 Idd |-
uonMog siBiioq sn - uomog puey UeSIY 4INOS .
al wXepu] " eold ey | uopiod [ wxepu soudor |- uoneod ueowy
- PoWGRM | S uriubiem | Jeliog SN Ut blepm pawbiem | ey uibiep i winos uiuBiom !

uo daay 1snw pi (Aid) Aiddng oo07

VINWYOL NOLLYTYOS3

1800 Buiipay pue 1yA Buipnoxe ‘uoneeoss Buipniouy ooo) Jod QDO D00'EY o SE eopd pexy pajenobsu sy

-3 ¥SD 08 '3 woy Alddns yo adoos | uogd( sy) uo paseq &oud Peonpas YW J240 AUB DAIGOE)

LUpIR P {Ald) Aiddng 0007-3 4SO tsioN
00Z6L01E'261'8) ¥ | 00'988'B890S M |oovoo00o'ery  |oo'ostezstes o |ovoog'seeeey | esg| emsowosonogog| | |
 somowoscijo || L¥A BUPNRXG 00 3900 GuBpe pue 1A |vy0z Aeniqe o 1900 Bupey| E10Z 10V U0 1805 BUpaT |~ |
“H»&ww%w% %m%sﬁ | BuBpey pue uogereoss | Buipnioxe ‘Wogeleos | pLre uOREIZISE ‘IyA Buipnioxa | PUE UORElEass ‘Lya Buipnioxe| i uopduosag  |oN
! _ Ouenu 20pd pexid | Buipniou 50ud poxiz | ngowoool iod eopd oseg |, OAROL91 183 90ud aseg | |

I UORdQ uo paseg |esodoid 9od parepdn Z ajqeL

e r—

C

-

T

SHEh

s

~"



T PEHEF

YL-RESP-097

2 Updated Price Proposal Based on Option 2

2.1

2.2

--------

TE’s Scope of Supply (Option 2)

The option 2 is based on the new scope of supply of Transnet Engineering as
following, which include TE's original proposal and wheelset assembly, traction
motor assembly, HV cubicle assembly and LV cubicle assembly. CSR E-Loco
Supply Pty Ltd. also provides CSR ZELC's cost of respective items.

Table 3TE's Scope of Supply for 359 sets of Co-Co locomotives

] Qty.of | TE-Base | "CSR ZELC—
No.| Nameofcomponent | jocos | pricel Loco | Cost/Loco

304 | R3270,278| R2,204,483 |
304 | R1,360,312 R 778,020 |
304 | R185550|  R100,508

| Bogle Senal Productlon _

Electnca! system

Cooling and ventilation system 304

-Cab {only mechanical parts) 304

~ |l e lw|mp]la

Interior equipment 304 R901,532|  R514,001'

110 _Wiring 304
Ll Components of brake system | 304

R 70,313 R 62,476

12;
{121

Final assembly Bf iocoﬁ'zohve 3
 R506,324
R 506,324
R 66,895 |
R4,829,031

R 1,497,120
R 1,297,120 |
R 230,890

R 7,243,005 |

'Final assembly of Iocomotlve - 304

12.2 | Final assembly of locomotive 15

13. | Test and commission 31?

Subtotal per locomotive

Updéted Locomotive Price Proposal

Based on the above-mentioned offer from TE and according to technical proposal,
negotiated terms and conditions with Transnet Freight Rail, CSR E-Loco Supply
(Pty) Ltd. would like to provide TFR with following updated price.

The base price of each new electric locomotive with Co-Co bogie configuration,
excluding VAT, hedging cost and escalation is as following. The updated prices are
based on our technical proposal and negotiation terms from 4t February 2014 to
10* March 2014, especially 30% advance payment {10% will be paid before the
Contract comes info effectiveness, 20% will be paid on the design review, but not
later than 6 months after Effectiveness of the Contract) and TE production ramp up
to 12 locos per month at the peak.x

Compared with the Option 1, TE requested to add assembly of wheelset, traction
motor, HV cubicle and LV cubicle into its scope of supply and reduce cooling and
ventilation system cab wmng Due to these components are high-tech, very

N e e easse=san Pagedotis TR T HER Y MERBAS
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sensitive and safety critical for the locomotive, we prefer and have to strongly
request to keep these additional scope requested by TE to our own scope of supply
and control in order to take on the obligations of on-schedule delivery, guality and
warranty, reliability and availabiiity target in the main contract.

But according to the current capacity, capability and resource of TE, even if CSR
ZELC transfers technology of the mentioned components to TE properly, there are
huge risk for the delivery schedule and quality of locomotives.

According to the negoftiation on 7™ March with TE regarding the additional scope
(wheelset assembly, traction motor assembly, HV cubicle assembly and LV cubicie
assembly), CSR E-Loco Supply (Pty) Ltd. agreed to transfer technology and
assembly of the mentioned components based on the following updated price and
production qualification procedures, which are the standard Sub-supplier
Qualification of CSR ZELC:

a. Phase 1 Management System Qualification:

TE and its related sub-suppliers must be responsible by itself for obvious
improving its capability and capacity for manufacturing these components to
meet the requirements of CSR ZELC within 10 months after Effectiveness of
Contract, which includes installation of necessary facility, manufacturing and
testing equipment, training human resource and improving or setting up
Welding Quality Control Sysiem according to EN 15085, Quality Management
System according to 1SO 9001, Production Management System and
Sub-supplier Management System, and so on.

Within 10 month after EOC, TE and its sub-suppliers should be responsible for
requesting CSR ZELC's audit teams to TE to certify it. CSR ZELC will dispatch
teams to TE and its sub-suppliers to audit the facility preparation and
above-mentioned management system. After audit, CSR ZELC will issue audit

reports.

if TE and its sub-suppliers pass the qualification audit, TE and its sub-suppliers
can start Phase 2 Prototype Production, FAI (First Article Inspection) and Type
Test. If TE and its sub-suppliers can't pass the qualification audit at the first time,
TE and its sub-suppliers must execute further improvement. TE and its
sub-suppliers should be responsible for requesting CSR ZELC’s audit teams to
TE to re-audit it within two month. Otherwise, CSR ZELC will manufacture and
assembly above-mentioned components according to its own decision.

b. Phase 2 Prototype Production, FAl and Type Test

After TE and its sub-suppliers pass the Phase 1, CSR ZELC will start training of
TE's Staffs in China. The TE'’s staff to be trained in China should be qualified by
CSR ZELC according to its staff qualification requirements. These staffs should
strictly comply with the tralnmg programs and pass the certification test. CSR

- ARt Lk Y Rl e g ———
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ZELC wifl issue a certificate to all qualified TE's staffs.

After the successful fraining, CSR ZELC will start technology transfer and
approve TE and its sub-suppliers to start prototype production for wheelset
assembly, traction motor assembly, HV cubicle assembly and LV cubicle

assembly.

In order to save the certification time, once TE finish prototype production any
one of the above-mentioned components, TE can request FAIl and type test for
the certain component. CSR ZELC will send teams to do the FAI for requested
component and issue a FAI report. If the prototype of the component pass FAI,
then CSR ZELC will arrange to do the type test of related component. After the
type test of the related component is successful, CSR ZELC will approve TE to
start the serial production of the certified component. All these processes must
be finished within three month. Otherwise, CSR ZELC will manufacture and
assembly above-mentioned components according to its own decision.

¢. Phase 3 Serial Production and Product Acceptance

When TE and its sub-suppliers passed Phase 2 for the certified component, TE
can start the serial production for the certified component. During serial
production, CSR ZELC will dispatch quality engineer to control and supervise
the whole production process. CSR ZELC should be responsible for the quality
acceptance for all certified components. Only the accepted component, which
passes the quality acceptance by CSR ZELC acceptance for all components,
can be installed in locomotive.

The successful realization of above-mentioned procedures shall not exempt any
quality or warranty obligations of TE for the components which it manufactured and
assembled. And the related delayed delivery penalty, warranty abligation, reliabifity
and availability target or liabilities, which caused by the mentioned components in
the main contract, TE shall take 60% responsibifity and penalty and CSR E-Loco
will take 40% responsibility and penalty.

Copyright and all other Intellectuai Property Rights of locomotive, Technical
Materials and Deliverable Materials will at all times remain vested with CSR
Zhuzhou Electric Locomotive Co., Ltd.. Unless expressly authorised in writing by
CSR Zhuzhou Electric Locomotive Co., Ltd., in no circumstances shall the
Sub-contractor or its sub-supplier reverse engineer any of the design or drawings or
the Software or create derivative works based on them or rent, lease or distribute

them.
Registration No, 201HZB0BII07 o ramet et ts T "ﬁg'éjj'""aﬂfﬁ
VAT Mo.: 4850261837 csR _L it o
Aduress: 1% Fioor, Ching Construction Bank Buding, E-LOCO SUPPLY {PTY} LTD.
95 Graysion Drive, Sandtan, 2196, Johannesburg

Ted.: +#27-10 007 1127 Fax: +27-86 599 7734
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3 Break Pricing

Tender TFRAC-HO-8608 requires 'break pricing' in the event that the Locomotive
acquisition program or any part thereof is terminated prior to its anticipated completion.
The table below indicates the ‘cancelation costs' that will be invoiced should termination
take place at the break points provided by TFR Tender TFRAC-HO-8608. CSR E-Loco
Supply (Pty) Ltd calculated break pricing at intervals indicated in the table that follows.

Tabie 5 Qrp_aklng__lfylgg _
Break point based on delivered o )
i ocomo otiv os_ - Cancellation costs |
40 Locomotives R 548,720,697.40)
R A477,012,876.06

90 Looomotivqs i e

140 Locomotives R 349,185,897.04

190 Locomotives ”R 190 000 000 00_

290 Locomotives R 72,331,367.35|

340 Locomotives R 1 2, 1 93,61 5.00

R6,600,000.00

400 Locomotlves

Note

1. This break cost is calculated based on the influence of breaking on the amortization of
design cost, human resource reservation, financial amortization cost and others. The
breaking price doesn’t include any profit of CSR E-Loco Supply (Pty) Ltd.

2. This cancelation cost will be levied strictly at break points set out in the Table 5 above,

3. The above breaking price assumes that CSR E-Loco Supply (Pty) Ltd will be able fo
liquidate any material components procured for locomotive supply prior to notice of
cancellation (due no fault of CSR E-Loco Supply (Pty) Ltd). This means the notice
period has been assumed to be sufficient to complete the manufacture of the relevant
locomotives and to accommodate their acceptance by TFR.

Capltal Spares and Warranty Spares

CSR E-Loco Supply (Pty) Ltd has updated the price of capital spare parts, which is
effective before end of 2016. The price will bs escalated in the future according to the
CPI index of South African. The quantity of the spare parts will be dstermined during
design review and finalized after design frozen.

T e e e e b s
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Table 6 Unit Price of Capital Spares

— v |
|'Main Transformer "  R2,333,084.67 |
[Main Transformer Cooling Tower B _R907,310.71 |
1 Pantagraph - - _ R1 4@,__890.56 I:

Vacuum Circuit Breaker ' R253,106.16|

[ Power Converung Cubicles —— N f;§153§5;30

["Low Voltage Cubicle 3 - R1,114,183 ‘GBil .

[Control System Components T_. i R‘l :345,984.31.

Brake Resustor Tower complete ; " R435 938.63 I
-Tract:on Motcr complete with Pinion R725,848.56 é
Traction Motor Blower assembly R 9496468
*All' Equnpmenl Frame R801 ,.9.49,1"5.:
""" R472,485.69,

R5,545,860.22 |

[Wheelsets complete with gear wheels (including

| wheels, axle, gear and cannon box, excluding R771,897.57
Wraction motor, axle boxandgearbox) | "
HV voltage transformer R1 60 723 81
‘Main converter module _R809, 002.10
Auxiliary converter module l R803,173. 22
Controt power supply ubtnet R492 540.10 |
Drall__gear R131, 036 22
Air condltloner set R209.6 46 48

$ Hedging Cost

The above-mentioned price is based on the exchange rate 1 USD = 9.1508 South
African Rand, and 1 Euro = 11.9304 South African Rand, which is referred from South

African Reserve Bank on 26" April 2013.

Based on our calculation, about 55% of the Bid price is South Africa Rand, and about 45%
of the Bid Price is US dollars. The exchange rate between US dollars and South Africa

Rand is about 10.9 on 17" February 2014.

According to proposal from Bank, the hedging cost will be as follows, which is based on
the initial exchange rate 10.9. This information is just for TFR’s reference.

Regkstration No.. 2012/126051/07 ) Page$ of 15
VAT No.; 4850261837
Addresy: 1% Flpwr, Chine Construction Bank Building,
95 Grayston Drive, Sandlon, 2196, Johannesburg
Tek: 42710 007 1127 Fax: +27-06 599 7734
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_ Table 7 Hedging Cost Provided by Bank
_Period ] Fomard I-Iedgmg (:oet r Required Credit Ratio
1% Year " 190 | 73% 7 20%
. 2Year | 1278 | 15 5.24% 30%
39 Year 1367 | 2a26%  3s%
4" Year 1as6 | 31.20% o a0%
5% Year 15.44 39.22% 5%

6 Delivery Schedule

Table 8 Proposed Delivery Schedule

Fox 201512016 | 201612017 :| 20172018 |  Total
csR| Te |csR|' TE [csR| TE |

JApri {12 42

{May 12 12 )%

June 12 12

July 12 2 |

August 2 12 12

September 8 12 12 -

October 10 2 12 12

TNovembor 10 5 12 12

December 10 8 10 10

-Januery 9 12 12

[February 12 12 11

_?March | 12 2 Ly YT | )

]3ubtota| 40 48 0 142 | 0 141 359

Note: |

a) The above-mentioned delivery schedule is based on that the Contract will come into
effectiveness on 15t April 2014.

b) The delivery date is the acceptance date.

B P A NPy S AU S - S-S A
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CSR E-Loco Supply (Pty) Ltd wili provide CKD oomponents for the first 15
locomotives to be assembled by Transnet Engineering.

d) 359 sets of Co-Co electric locomotives will be delivered before end of February
2018.

7 Deferral of Delivery Schedule

According to the requirements provided by TFR expert regarding the cost of holding the
locomotive, CSR E-Loco Supply (Pty) Ltd would fike to provide the following response
for holding the locomotives manufactured in China based on the good cooperation
between Transnet Freight Rail and CSR E-Loco Supply (Pty) Ltd.:

a) if TFR asks CSR E-Loco Supply (Pty) Ltd. to keep them for less than 3 monihs,
CSR E-Loco Supply (Pty) Lid. will keep these locomotives for free.

b) f TFR asks CSR E-Loco Supply (Pty) Ltd. to keep them for more than 3 months but
less than 6 months, CSR E-Loco Supply {Pty) Ltd. will keep the iocomotives based
on the cost of 1% per month per locomotive contract price.

¢} if TFR asks CSR E-Loco Supply (Pty) Lid. to keep them for more than 6 months but
less than 12 menths, CSR E-Loco Supply (Pty) Ltd. wi keep the locomotives based
on the cost of 1.5% per month per locomotive contract price.

d) if TFR asks CSR E-Loco Supply (Pty) Ltd. to keep them for more than 12 months
but less than 24 months, CSR E-Loco Supply (Pty) Ltd. will keep the locomotives
based on the cost of 2% per month per locomotive contract prics.

e) If TFR asks CSR E-Loco Supply (Pty) Lid. to keep them for more than two year,
these locomotive should be treated as delivered, and TFR should pay the
locomotive to CSR E-Loco Supply (Pty) Lid.

Note: The above cost is based on the cost for occupation of funds, site fee, insurance

fee, security fee and others.

Regarding the locomotives manufactured and assembled by Transnet Engineering in

South Africa, it will be a fixed rate of R50 000 000 per month for each month that

production is interrupted based on TE’s updated offer.

8 Extended Warranty

According to the requirements of draft Contract, CSR E-Loco Supply (Pty) Ltd wil
provide TFR with the warranty for two years after the locomotive is accepted by TFR.
Based on the calculation of CSR E-Loco Supply (Pty) Lid., the cost for warranty
extension of locomotive is as follows:

..................................
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Table 9 Cost for Emnded Warranty of Locomotive

NoT|  Description of warranty Cost =

; ' :"2'4’-307n'"‘c‘>nths or 360,000.00 kms, | 25% per half year per locomotive
|-whichever occurs first contract price i

, | 30-36 months or 432,000.00 kms, | 25% per half year per focomofive.
| whichever occurs first contract price
| 36-42 months or 500,000.00 kms, | 3% per haff year per locomotive oonh'éctf

3 )
| whichever occurs first price .':

Nots: It TFR asks CSR E-Loco Supply (Ply) Lid, to exiend The warranty of losorisive

after 42 months, the following precondition should be met at first:

J'a} The intermediate maintenance should be done by CSR E-Loco Supply (Pty) Lid.,
or

b) If the intermediate maintenance is done by other suppliers, then the locomotives
after intermediate maintenance should inspected and accepted by CSR E-| Looo
Supply (Pty) Ltd. CSR E-Loco Supply (Pty) Ltd. can only extend the warranty of |
locomotive which is considered as acceptable

1 "'_ "42-48 months or '580,.600.00 kms, | 5% per half year per locomotive contract
| whichever occurs first price

. [48-54 months or 650,000,00 kms, 6% per_I:uaIf year per locomotive contract
whichever occurs first price

) 54-60 months or 720,000.00 kms, | 7% mper half year per locomotive contract
whichever occurs first | price

According to the requirements of Contract, CSR E-Loco Supply (Pty) Ltd. will provide
TFR with the warranty for six years after the locomotive is accepted by TFR. Based on
the calculation of CSR E-Loco Supply (Pty) Ltd., the cost for warranty extension of
traction motor is as follows:

Table 10 Cost for Extended Warranty of Traction Motor

[No. ] Description of warranty extension |~ . Cost
~_ |'7 year or 1,00,000.00 kms, whichever | 20% per year per traction motor price

I ocours first
8 myéé:r'é or 1,150,000.00 kms, | 25% per year per traction motor pric':é
L 1 whichever occurs first

EL T TR ) i

Redlsiration No. 2012126061507 Page 120t 16 ﬁ$@j}ﬂl$1ﬁ E % ’*ﬁ
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According to the requirements of draft Contract, CSR E-Loco Supply (Pty) Ltd will
provide TFR with the warranty for one year after spare part is accepted by TFR.
Regarding the spare parts, the cost for warranty extension Is as follows:

Table 11 Cost for Extended Warranty of Spare Parts

Mo yamereten o | Cost

1 ' 12-15 months 4% per three month per related spare parts price
2 | 15-18 months "6% per three month per related spare parts pnoe

3 === 182 months 8% per three month per related spare parts price

4 'I 21-24 months 10% per three month per related__spare parts price

1

8 Price of Special Tools and Test Equipment

\j According to the requirements in Tender documents issued by Transnet Freight Rail and
Technical Proposal submitted by CSR E-Loco Supply (Pty) Ltd., we prepared a list of
recommended special tools and fest equipment for 359 sets of electric locomotive with
Co-Co bogie configuration (Annex 30 List of Special Tools and Test Equipment in
Volume 4 Technical Bid Documents) separately. This list is a pretiminary
recommended list. The final list of special tools and test equipment will be discussed
and confirmed after the design of locomotive is finalized.

Table 12 Price of Speclal Tools and Test Equipment

No. Description Price excluding VAT |
1 Special Tools and Test Equipment for New Electric R 20,838,621
!,__ooomotlve with Co-Co Bogle Conf iguration

J 10 Price of Option Items

According to requirements of item 9.1 of A6-01, Technical Specification in Annexure K,
CSR E-Loco Supply (Pty) Ltd submits prices for the foliowing options:

Table 13 Base Price of Option Items on April 2013

| Unit price Total Price for 359
e Osscription excluding VAT locomaotives excluding VAT
{ECPB with Wire Distributed|" c
i ' R 599,052.00 R 215,382,768
1 _. Power (WDP) | $,382,768.00
2 Radlo Dtstnbuted Power (RDP)| R ?89 952. 00 R 283, 592 768 00
. i
3 [Both ECPB with WOP a5 wel 320,408.80 R 474,026,759.20
as RDP o
Note: The 'pr'Igé for these options is just for reference and will only be fixed after the
Rogmaton was BTy T e A EETETEAS
VAT No.: 4850261837 CSRE E’co suﬂﬁﬂ I.1§:|:1

Addrese: 1% Floor, China Construction Bank Bullding, .
95 Grayston Drive, Sandton, 2196, Johannesburg
Tels +27-10 007 1127 Fao: +27-B6 508 7734
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design is frozen and approval of the supplier..

11 Payment Terms
11.1 Our updated price proposal for option 1 is calculated based on the following
payment conditions:
® 13% of the Contract Amount excluding VAT will be paid before the Contract
comes info effectiveness.
® 7% of the Contract Amount excluding VAT will be paid after design review, but
not later than 6 months after Effectiveness of the Contract.
® 75% of each contract locomotive exciuding VAT will be paid after the locomotive
is accepted.
® 2.5% of the contract locomotive value will be paid after the reliability target is
achieved.
® 2.5% of the contract locomotive value will be paid after the availability target is
achieved,
100% payment is required upon completion of each work and to be paid within 30
Business Days after receipt of the Tax Invoice.
11.2 ~ Qur updated price proposal for option 2 is calculated based on the followmg
payment conditions:
® 10% of the Contract Amount excluding VAT will be paid befors the Contract
comes into effectiveness.
® 20% of the Contract Amount excluding VAT will be paid after design review, but
not later than 6 months after Effectiveness of the Contract.

® ©65% of each contract locomotive excluding VAT will be paid after the locomotive

is accepted.

® 2.5% of the contract locomotive value will be paid after the reliability target is
achieved.

® 2.5% of the contract locomotive value will be paid after the availability target is
achieved.

100% payment is required upon completion of each work and to be paid within 30
Business Days after receipt of the Tax Invoice.

12 Local Content and Supplier Development

CSR E-Loco Supply (Pty) Ltd will consider manufacturing most of locomotives in South
Africa based on its technology transfer in 20E locomotives project. The local content of
the whole project will achieve 65.3% based on Co-Co locomotive according to our Bid

--------------------------- T T Ry g [ '“..s--u‘...-"...
Registration No.: 2012/126061707 Pagn $a0f 15 ﬁﬂiﬁﬂtﬂﬂﬁlﬁﬁ NS E.'
VAT No.: 4850261837 C8R E-LOCO SUPPLY (PTY) LTD.
Addregs: 1" Floar, China Consfruclion Bank Bultding,

95 Grayston Drive, Sandton, 2186, Johannasburg
Tel.: 2710007 1127 Fau: +27-86 699 7734
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Response Documents. But it may be affected by the manufacturir. 3 process of

additional process of TE,

Thank you very much,.

ang P
Director of CSR E-Loco Supply (Pty) Ltd.

. R

T L e e e

------------ 72 bl - -
Regia “ation No.’ 2012/2805907 Page 15 of 15
VAT W ».: 4350261837
Addrs st 1% Floos, China Conatruction Bark Buliding,

&5 Graysion Drive, Sandton, 2196, Johanreaburg
Tol.: : °7-10 007 1127 Fox: +27-85 596 7734

PP

o

T R TEHE L

C8R E-LOCO SUPFLY (PTY) LTD.
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Based on Batth | Based on Batch
|, of360Locos of300Loco’s
BAFQ S IR 2889000000 R ~28,890,000.00
"1"|AddoryhalTE Scope . . IR 348000000| R . 3,480,00000
Exchange Rate i pet : ==
{ 1USD $,1508 1©10,9) R 2,784 42500 R 2,784 42500
2 |USD 1,591 ,828.00) { _ B _ _
_3 |Escahtin fiom April2033 o Feb 2014 ‘R IA5697600| R 3,156,976 .00
e e TVE : 4 :
) j:‘Hc:‘lc;;;s enthecause batch reduced /']R 1,618,500.00 R 3,242 416.00
Sub Totml ~ = 7 77 7 39-,929-9-&_50 R “41,553817.00
6 |CostofaddibnalTE Scope = R 1,113,73200) R__.1,113,732.00
[Tom™ ) R 41,04363300| R 4266754900
LS ¥
) N R o = o, . 2595330

Ao, 14
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To: From:
Prudence.Nkabinde Weing Pan
Acquisition Council Secretariat Generat Manager
TRANSNET FREIGHT RAIL CSR E-Loco Supply (Pty) Ltd,
Inyanda Housge 1, 21 Wellingion Road, 1 Floor, China Construction Bank Buitding,
Parktown, Johhanesburg, South Africa 95 Grayston Drive, Sandion, 2196,
* Johannesburg

Tel,: +27-10 007 1127
Cell: +27-72 562 5154
Eie: 42708800 1T

Date: 10"' .Ianuary. 2014
Our Ref.: TFRAC-HO-8608/CSRE-005

Description: Response to the 5" TFR's Clarification Request regarding the Tender for
Supply of 599 New Dual Voltage Electric Locomotives for the General Freight Business
(GFB)

De;r Madam or Sir,
CSR E-Loco Supply (Pty) Ltd. (hereafter as CSR E-Loco) received TFR's Clarification
Request sent by Ms. Lindiwe Madletshe on 04" January, 2014.

Considering the guidelines mentioned in your clarification request, we would like o provide
TFR with the following best and final offer based on our Bid Response Documents submitted
on 30" April 2013 and previous clarification responses.

Our best and final offeris R28.890,000.00 per Co-Co locomotive.

Please nots that:

1. The price doesn’t include any Hedging cost against foreign exchange fluctuation.

2. The price doesn't include any price escalation. Please refer to the Index Formula in our
Bid Response Documents submitted on 30™ April 2013.

3. The price based on using sub-contractors of our choice not Transnet Engineering.

4. The foreign currency value is USD 877,535,000.00 for total 599 sets of Co-Co
locomotives. The spot exchange [Até we calculated is USD1 = RANDQ 1508 as it was
stated in our Bid Response Docur en - :

5. The above-mentioned price doesi't'inc
of the Spare Parls and Special
on 30" April 2013.

CHAIRMAN e ;
wm‘!( !tﬂ\-&ﬁ.....p A e e T TP e

SR E-LOCO SUPPLY (PTY) LTD.
71 Sds e <~ $94 = 46 S oo

Y Lo © e e WA g e o o e

R ghatrtion No.- 201212808 V0T
VAT No.. 4850281837
Address: 1™ Floor, Chins Construction Bank Busiding,
95 Grayston Dvive, Sandton, 2198, Johannasbum
Tal: +27-90 007 $127 Fax: +27.98 550 778

10f2
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Best regards,

A

Wang Pan

General Manager ] ¢
CSR E-Loco Supply (Pty) Ltd

- 322 Geo tsthamng & enc ce
o 1358 oo i“&_‘r%h
L4 oo
T e
A Tedom ot et 0w o P g SPRORROGR

~ .t 7 _JA.[‘%.Z;&%!% T o U
i et g i g SR ¢ B g "a'z“rz;,g """" ﬁ aj:glﬁ m E-ﬂﬂ

ﬁulﬂuuon ""uo.:m‘zﬁm'mi?"""' N ) Jeg ; =ik
VAT Ho. 4850281637 2 s Y JearGBR EALOCO SUPPLY (PTY) LTD.
Atidress: 1% Fioor, China Conetiucaon Bank Bullding, CHAIFIMAN NCIL ,g%":‘....-:.—:

04 Grayston Driva, Sandian, 2198, Jch 3 \ACGUI?ATION cou 13830 ;
Tl 42710 007 1127 Fx: $27-08 590 7734 L
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From:

Prddence.NkabInde Wang Pan

Acquisition Council Secretariat General Manager

TRANSNET FREIGHT-RAIL - - CSR E-Loco Supply (Pty) Lid.

Inyanda House 1, 21 Wellington Road, 1# Ftoor, China Construction Bank Building,

Parkiown, Johhanesburg, South Afiica 85 Grayston Drive, Sandton, 2196,
Johanresburg

Tel.: +27-10 007 1127
Cell: +27-72 562 5154
Fax: +27-86 509 7734
E-mail: Gltefi@ csrzele.c

Date: 21° November, 2013
Our Ref.: TFRAC-HO-BG08/CSRE-003

598 New Dual Voltage Electric Locomefives for the General Freight Business (GFB)

Dear Madam or Sir,

CSR E-Loco Supply (Pty) Lid. (hereafter as CSR E-Loco) received TFR's Clarification R
by Ms. Lindiwe Madletshe on 15" November. '

e

After carefully preparation, C8R provides TFR wilh the following response, please evaluate it‘:x-{ ;

Included i | Whether your response YIN,

Component Base Price '! please provide the price per
{ YN} componeit in ZAR below
-On-Board to Ground Communication System Y R 180,000.00/loco l '
A b
_System for Fault Information for Maintenance i
Personngt Y | R 150,000.00/l0¢c0.
“WSP Hardware and Software Y ; , R TIZ,IBOG.I{J'(_)II_ooo -. i
‘| Remote Access to Control Systern Y i1, R 1_20.00-()j60/|;¢_:o
Railway Energy managemenl System. Y R 250,000.001!6(:0
lustrations of Software Algerithms and High level {
Descriptions of Control Algorithms | " R 5.000.00%0co
Redundan{ Central (Vehicle) Control Unit : Y ' R 285,000.00/loco |
Supply of 2 Driver Display Units Y i R 265,000.00/000
Instaflation of ECPAWDP and cabiing Y | R 57.600.00/loco
Insialiation ot RDP and cabling Y R 65,000.00/0c0
Instglianon of combination of RDPADP arl v R 110,000,00/loco
cabling _ .
Reginimtion o, 20152808107 - - emeraa T fﬂiﬁfﬁﬁm$lﬁﬁﬁﬁj
VAT Mo, 4850261837 CER E-LOCO SUPPLY [PTY}LTD,

Addrass: 1Y Floor Chna Conabiyction Bank Buikding
&5 Grayslon Dnve Sandion 2196 Johannasburg
Tal.: +27-10 007 127 Faa: +Z7-86 599 7734
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e e

Included in | Whether your response Y/N,

Component. Base Price | please provide the prlce per )
{ YIN) . component in ZAR below
Heat/smokeffire detectors Y ! R 80,000.0070co
FFCCTV on the locomotive { Y R 20C,000.00/M060
R 15,000,00/loco
Simu-Train (flocomotive model) 4 ¥ {allowed for one Simu-Train

{lacomotive model))

=

| Anti-wheet skid lread brake system Y R 350,000.00/10¢0 [i

R 1,200.00/10c0.|:

Transformer Shorl circuil lest Y 1E ;
_(Type test for ane transformer) |
Transformer Cage Y / R 10,000.00/loco:
{ Ablution system ( ioilet cubicle) Y R 75"000.0(J!!oco. '
il Solid Wheels . Y

Roof Equipment Design - [ is an essential |
requirement that the design of the roof and roof ‘
equipment is such that all roof eguipment is
optimally shieldad agamst the impact of contact ¥
with other loose / foreign obstructions from the
| overhead frack equipment. {e.g. minimal exposed
| roof equipment special barriers relocalion of
| equipment inside the locomotive where possibls). !

MU functions with Diesel locomatives {For diesel
locomotives itis an essential that provision shall be
made for steam heai vehicles by providing Y
sufficient power, a circuii breaker (80 A and 110 V) |.
- anhd plugs at each end of the locom otive. )
Additional tests on Traction moiors lt is a deslred
requirement that additional tesls be performed on
the traciion motors after 2 and 5 years in operation |
{once wear and tear has oecurred) to establish if | Y R 20,000.00/0¢co
any detrimental deterioration has oceurred. Costs..
‘for lonig term plan to perform these m\resngatlons
and measuremenis

R 15,000.00/0co

e

I -
il Main Transformer Basic Insutation Level {msulatlon R 800.00/loco
level of ihe winding connected directly fo the Y |
‘overhead supply shall exceed 190kV (peak value). - (Type test for one transformen)
Car Bogie {design of a Carrier Bogie be provided R 1,000.00/0c0
logether with the required user inslructions on! Y

removing a locomotive from the section (allowed for six sets) |

Regiesfason o, Smznasosy T T T e T e BERGHERBAS
VAT Mo, 4850261437 CSR E.LOCO wiﬁp@vﬁr@

Addvess; 1° Eoor China Consirubos Sank Bullthng
95 Grayslon Drve Sanaton 2196 sohennesbulg R
Tal,: 42710 DOF 1127 Fap; +27-86 508 7734
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included in | Whether your response YIi,

Component | Base Price | please provide the price per
r { YIN} component in ZAR below

Special tools and equipment (all special tools for. .
the duration of the warranty and for Transnet useil. N R 34,789.00/oco
and at end of the warranty period). '

T Y r———

2, Please explain the reasons why the sef-up costs are reflecled at ZAR Nil on your Anhexure F Base
Cost sheet. If these cosis were inciuded as pari of your base price, please separately indicate the

amounis per category.

Response: Yes, the set-up cosfs are included as part of our base price. The set-up cost is

* R925,000,00.0080co. We will also take advantage of the set-Up and facilities for 85 electric locomofives

in South Africa,

3. Please explain the reasons why the customs and duties costs are reflected at ZAR Nil on your
Annexure F Base Cost sheet. Ifthese costs were included as part of your base price, please separately

indicate the amounts per categery.

Response: Yes, the customs and duties costs are included as part of your base price. And the customs
and duties costs isi R332,800.000oco. This cost includes customs and duties on all imporied

v

& m

PN

. -

compenents, including propeosed exempted ones,

L}
4
I

the amounts per category

Response: Yes, the insurance costs are included as parl of vour bage pr"
is approx, R185,000 00/ioco.
5. Please confirm whether the base price as reflected in the base cost sheet of your TEGr

the 59% Co-Co scenario excludes:
. J h
a. Escalations; and oy

b. Hedging costs S |

N

If the above i= excluded then no further information is required However, if included: tién Rﬁease:

o e

separately disclose the amount included for escalations and hedging cost separately. .

Response: i is confirmed that the escalstions and hedging costs are not included in our base price.

Reglasration No. 2012112605 1007 ' PageSofd BE B A ER B4
SETHS. {850281037 CSR E-LOCO SUPPLY (PTY} LTD.
Addrest:; 1% Figor China Construciton Jank Buiong

95 Graysion Dpve Sandton, 2196, Johaonesburg
Yoi.: +27-40 007 1127 Fax: 42786 598 7734
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6. Please provide an estimate of the Hedging cost tased on market rates on 11 November 2013 for
the 599 Co-Co scenario. Provide details of spot and forward exchange rates utilised for the calcuiations,

T —

Response: According to the advice from banks, the estimated hedging cost is R2,387,000.00/oco..
For the utilization of calculations, the spot exchange rate is USD1 = RAND10.12, the forward exchange

rate is USD1 = RAND11.40.

7. Please confirm all foreign currency compenents of the acquisition price on Annexure F Bage Cost
sheel ", by reflecting the individual foreign currencies, exchange rates and foreign currency velues for

the 599 Co-Co scenario.
Response: We confinn that US Dollar is only one foreign currency of the acquisition price on Annexure
F Base Cost sheet we offered in our tender documents The exchange rate we calculated was USD1

= RAND9.2, The foreign currency vaiue is USD 1,038,305,362.28.
SRR R L EL S LY

8. Please provide an addiional quote per iocomotive based on a fixed ZAR price, including escalation
and excluding hedging cost {(where the price of each of the 599 locomotives would be identical) for the
599 Co-co scenario. Complete Clarification Arinexure A attached

Response: The fixed base price of each 599 Co-co locomotives is RAND36,993,000:00. The base
price includes escalation, sei-up cosi, customs and excise duties an'l’ | assurance costs, but excluding
hedging cost, special tooling and test equipment, capital spares and{spares holding, Pleass refer to
Clarification Annexure A attached,

2t 192 soe
34 3Wove
T s
(S8t 2613 oue
S)
Best regards, esectaben,
Wing Pan..d
General Manager
CSR E-Loco Supply (Pty) Lid
Rediatraton o 0tsseceve? T e T C EERDHEREAY
VAT No. 4850261637 CSR E-LOCO SUPPLY {PTY] LTO.
Addrags: 1% Floor, Chuna Construcion Bank Buking
U5 G Dnve S 2968 Joh burg

Tl ; +27-10 007 1127 Fax; +27-56 590 7734
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Inseri iame of bidder

! escalalion
_ 599 Coce stenatio
Per Loco
& ﬁ;pﬂgl acﬁnsit 1 ¢ase seg ..... tédinte: | _37 629 007
| 1} 8ase pnee - a8 per technical specmr.atim ;

H 36 993 000

| -2[Engineering support cost
" [spetial tooting And test equipiment , .

1 3requiremerits ] 34 78
 |Gapitdt spares (detafl Must bepr J _
_4lon autached “Capital Spases d 402 978
_5|Consumabies ]

_6|Set up costs i E
_ViSpates holding. i o g
Sipares hotding (detai e provided
8fon atlachg “Spares holding shect ) 198 300
2 o
10]C &
11{¢nsura s
12
40,3
|lmp_ Contentﬁ It exchange rate ’ ‘ﬁlz
tmpart Conteﬁt # Ind exchange rate |
i . content 4 {per deeiaranan] 34_T0%|
ign value  fst =,; _ 1
TT4 386 335

lexchisnze rate
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Base price plus spare parts and special tools

Inctuded in the base price

Sea wdte 2.g st Bew wmt e Tg

R TE T N

| Included in the base price
| Included in the base price

Inctuded in the base price

included in the base price
Included in the base price
Included in the base price
Included in the base price

One US Dollar to Rand
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|
Should the annual spa;'les olding
 change annually, then
fy such detail A

J

Page 1 of 1 Annexure F - TCO Model updated-Co-Co
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GE South Africa Technologies (Pty] Ltd
130 Gozelle Avenue

Corporate Park Midrand 1662

PO Box 787122 Sandton

2146 South Africa

T+27 11 2370141

F+27 112370121

www.ge.com

GF South Africo
Technologies

Date: January 10, 2014
Ref: TFRAC-HG-8609

Mr. Anoj Singh

Carlton Centre

Transnet SOC Ltd

150 Commissicner Street
Johannesburg

2001

JYender no: TFRAC-H0-8609
 Description: Supply of 465 New Diesel Locomotives for the General Freight Business (GFB)

Dear Mr, Singh,

GESAT sincerely appreciates the opportunity to further respond to Transnet's most recent clarification
request. Following the guidelines suggested, GESAT has prepared the responses thot follow.

i & Escailtions

1. Baseprice sucluding

R 25,624,560 per locomotive,
This is the base price excluding hedging and escolation as per our proposal submitted 30 April 2013.

This base price ossumes the use of Transnet Engineering {TE) as o subcontractor for the scape os
defined in our 30 April 2013 submittal and is bosed on the pricing TE provided to GESAT at that time.

2. Base prite usingSttb-controctors of GESAT's choice, not Transnét Engineering

GESAT has been able to identify alternative suppliers who have in some instonces been found to be
more competitive as per our 04 December 2013 response to the TFR clarification request dated 02

December 2013 to replace some TE content.

As requested, GESAT is able to offer the below revised base price using sub-contractors of our choice,
not Transnet Engineering:

R 24,311,700 per locomotive. 294008 130
—— . TS o @y mho fappatt
73‘2 300 CM&M
1y ';\’l e T

GE South Alrico Technologles Pyl Lid

A member of the GE Group of Cormpanies Z ! g

Directors: K Cowan, M.M. Kahi, G.6; Zimbo, STie rnbhumed.ﬂmgei &238’# Khadle
s e g ¥ 4 B

Reg.No,2008/017142/07 Vot ro. 4170252003 -
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Based on the revised pricing provided in item 2 (Base price using Sub-contractors of GESAT's chaice
gbove:

¢ The stoted US Dollar component per locomotive is USD$1,030,490. 4

«  The US Dollar component of the lacomative is calculated based on the ZAR: US@:exc dnge:wite 1
of 9.168:1 on 17 April 2013. SN

‘ G wsag)

'¢  Any other imported content of the locomotives is purchased by GESAT from other Souih At
suppliers in Rond and therefore will not be subject to currency fluctuation. '

4. Locul Contentas Olginaily Submitted will ot Change

—‘) GESAT understands that at least 55% local content is an imperative to driving South Africa's
industrialisction and can confirm that local content target originally submitted on the 36 April 2013 will
not change.

ilition of best & final offer. price to ﬁl‘g Submitted price with reasons for changes

The price set forth in item 1 (Base price excluding Hedging & Escalations - R 25,624,560 per locomotive)
above is as submitted in our 30 April 2013 submission. This is the price if TE Is the subcontractsr for the

scope considered in the 30 April submission.

The price set forth in item 2 (Base price using Sub-contractors of GESAT's choice - R 24,311,700 per
locometive} above [s based on using sub-contractors of our choice.

Addiifonct GESAT

» Al calculations of price are based on the ZAR: USD exchange rate of 9.168:1 on 17 April 2013 as
per GESAT's 30 April 2013 submission.

& This USD: ZAR "forward curve” will be fixed at contract signing and utilized to determine the future
payments in accordance with the contractual delivery schedule.  All payments will be made in
South African Rand currency unless Transnet prefers a different payment arrangement.

-« Bose pricing excludes hedging and escolation and subject to the escalation formula described in
GESAT's 30 April submission.

Yours sincerely,

_ ]
l 0407 JAK 2014
i} CMA GE Confidentiol |
’bcoursmom COUNEIL. ‘{;{,@md, '

LA LRI E TR TS I
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GE South Africa GE Sauth Africa Technologies (Pty) Lid
Technologies 130 Gazelle Avenue
Corporote Pork Midrond 1682
PO Box 787122 Sandton
2146 South Africa
T+27 112370141
F+27 11237 0121
Mww.ge.com
Mr. Thamsanga Jiyone
Transnet Freight Rail
15 Girton Road
Parktown
Johannesburg
2193
04 December 2013
Dear Mr. Jiyane
Tender no: TFRAC-HO-8609
s__t:rlgmlr, Supply of 465 dloul l.ocomottm for General Freight Busimss (GFB)

2

_TRQ _m__.-tqclur_l : ( 2L cem

GE South Africa Technologies {GESAT) acknowledges receipt of the clarification questions emailed on
02 December 2013 ond hos pleasure in submitting the ottoched response,

We trust thot the aonswers supplied will maet with your requirements.

GESAT has answered the questions to the best of our ability and welcome further clarifications if
required.

Yours sincerely,

z"' i

GESAT: Cvrnmerual Leader - $5A

GE South Africa Technolegies (Pty) Ltd
A member of the GE Group of Companies
Directors; K Cowan, M.M. Kabi, G.G. Zimbg, S Noormohomed, R McKeel, T Schwetkert, Z Ebrahim, N Khgole

Re.N0.2008/017142/07 Vat no. 4176252003



:| 2. whot would your price per locomotive be if you did notuse TEosa | R 24,578,500
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GESAT Response to Clarificotion dated 02 December 2013

GESAT sincerely appreciates Transnet Freight Rail's efforts to consider every possible foctor as port
of the tender evaluation process.

As part of GESAT's efforts to moximize competitive South African content, GESAT identified various
locol suppliers to provide specific scopes of work, GESAT evaluated these suppliers on the basis of
price, black economic empowerment, quality, schedule and risk factors.  As port of this exercise
GESAT found alternative local sector suppliers that could provide scope of work for assembly, paint
and test, platform and for the fuel tank scope of supply and have included the rélated decreased
cost in the table below. The TE scope of werk indudes additional items of supply for which GESAT
has not yet been able to identify a suitcble supplier that meets the required quality standords.
GESAT continues to qualify locol suppliers to enhance the competitiveness of manufacturing
locomotives in South Africo.

The pricing in the table below reflects the impact of using local suppliers other than TE for these
certain scopes of supply. TE continues to be a volued supplier and build partner to GESAT. GESAT
believes thot - if thot is the direction thot Transnet Freight Rail decides to take - that it may be
possible to work with TE to ochieve some or all of the cost competitive market pricing referenced
below.

GESAT is confident that we will be bbile to optimize the scope of work for all local suppliers' to deliver
quality locomotives to Transnet Freight Rail. GESAT would like to work with Transnet to ensure the
development of South African suppliers to enhance South Africa's competitiveness and ensure
sustainable manufacturing for Transnet Freight Rail and export.

1. Whot would be the Rand impoct on your price per locomotiveifyou | R 1,046,060)
did not use TE os a local subcontractor, but used an alternative local
private sector subcontroctor?

local subcontractor by used an altemative locol private sector
subcontractor?

Please nate thot the pricing in the table above assumes 465 locomotives ond shows the effect on
the bose price per locomotive relative to GESAT's submission on 30 April 2013, The pricing is based
on the ZAR: USD exchonge rate of 9.168:1 consistent with thot 30 April 2013 submission,

End.
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YL-RESP-125

GE South Africg Sputh Africa Technologies {Pty) Ltd

Technologies azelle Avenue

orate Park Midrand 1682
QBox 787122 Sandton
146 South Africa

T+27 11237 0141
F+27 112370121

iwnioe.com

Mr. Thomsanqg Jiyane
Transnet Freight Rail
15 Girton Road
Parktown
Johannesburg

2193

21 November 2013
Dear Mr. Jivane
Tender no: TFRAC-H0-8609

ﬁescngtion* Supply of 465 diesel Locomotives for Generol Frelght Business (GFB)
- GESAT Response to Clarification doted 15 November 2013,

GE South Africa Technologies IGESAT) acknowledges receipt of the clarification questions emailed on
15 Nevember 2013 and has plegsure in submitting the ottached response.

GESAT has answered the questions to the best of our ability and welcome further clarifications if
required.

Yours truly

'r JRANENET
»moummsecum nmm tﬂmmﬂwcw

1

04- 21 NOV 2013,

e amimag; lm
.\cuwmwu ﬁﬁlumulu..j?ﬁt..ﬂ?..
S FasEe

GE South Africa Technologies {Pty} Ltd

A member of the GE Group of Companies
Directors: K Cowan, M.M. Kabi, G.G. Zimba, S Noormohamed, R McKeel, T Schweikert, Z Ebrahim, N Khaole

Reg.N0.2008/017142/07 Vatno. 4170252003 |
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| Component ~ | Included | Whether your response Y/N please provide " Price
& inbase | the price per component in 2AR below
T price
| N {¥/N} _ T N
‘TestBenchestobeused [ N The control system has the copability to | = X
| for in-house testing by TFR. | onalyze system fauits to the card level of

multf card electrical panels including the CIO
| /0 panel) TMC [Traction Motor Controller),
The remaining control devices are diagnosed
to the panel level. Thisis a standard feature

| of the control system. The built in diagnosis
system can determine which components
need to be replaced.

_ GE does not have an off the shelf offering for
) Test Benches and the price was not included
'in our offer,

ADU for the driver N  [‘The analog pressure gauge and auxiliofy
- assistant :| speed indicator are visible to the driver's R37.726
-assistant. A third operator display for the

driver's assistant could be provided, but there

is limited space in the operator cab and the
bidder does not have a reasonable plan for
the location of this display in the cab,
: Assuming GE and TFR can agree on a location b
| where the ADY can be installed in the
| operator cab, the price to add the ADU would
{ be R37,726. If this option is purchased by
Transnet prompt agreement on the location
and arrangement will be required to avoid
deloys in the delivery schedule.

) Real ﬁrﬁé 'signal {c'ncelyéis N | The GE control 'syé'tém does not have the
feature to view logged capability of providing the Real Time Signal
signals offline} information requested in the TFR

specification. GE will need to work with TFR
to better understond the request.

i

| Functionality to disploy N | This feature is not included in the base ™
| information. Any | locomotive price, but it was quoted as an R115875:
| information on the ’['option. The option quoted in the proposal

locamotive should be letter as, “eMU with two applications” price R

accessible via any other 115,875 includes this function. y

locomotive in the consist . _ _
| Display of total” =~ - Y The control system will display tractive effort
| troctive/braking effort of for the whole consist if the traifing

entire consist | locomotives are equipped with a compatible -

control system and DB modems. This is
[ wgm——fstendard fedtuie and provision of this feature

L7 S . I
et "‘ﬁ‘ﬁ" ¥es:not havE:a seporate price,
i S B T )

installation of ECPAVER 4 L. Ni F_ sAotlincluded in the locomotive base R 767325
andcabling | 04 _. 2N1 d Cﬂ_.jg_-’i'-iﬁu"r..chused as an optigh..
' | cHarman GE CoBfigéntial
AcCQuIsITION COUNCJL._,.@?!?.;Y‘."'? Bl
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‘nstallation of R_DP and
-cabling

YIN

Installation on first 2 is included in the base —
locomotive price. For additional locos we
quoted this option at R 544,841 per
locomotive.

“R 544,841

Instaifation of combinotio'n

of ROP/WDP and cabling

|"This was not included in the locomotive base
price, but was quoted at R 1,154,557 per .

locomotive as an option

R1154557 |

SUppIy of durhmy train line
power supplies and ECP
Jjunction boxes

“N/Y

[ There are conflicting résporses in the GE

.of the functionality to be able to provide a

.The ECP provisions included in the base price

Line-by-Line on the issue of ECP provisions.

In the proposal letter we clearly state that
mounting provisions for ECP brakes are
included at no cost, These provisions include
the space for the train line power supply. We
are not sure if a “dummy train line power
supply” means allocating space for the future |
addition of the power supply, or if something
else is required. The space is provided at no
charge. If @ physical dummy power supply
needs to be odded, GE would require details

guotation.

consist of the wiring and MU connectors. The
price for ECP provisions included in the
locornotive base price is R 45,116 per
locomotive

R45116

“Solid Multi-wear wheels
- with the option of tiring the :

wheel. The wheels shall
conform to AAR-
Specification M-107 for
class B wheels or an
equivalent international
standord

Y/IN

- applied. The bidder has concemns that

offered.

Solid multi-wear wheels that conform to AAR
M-107 for class B wheels are included in the
base locomotive price, however the option of
tiring the wheels is not provided.

To the best of our knowledge, there are no AC
diesel locomotives where tires have been

modified wheels with tires added could result
in the tires slipping on the wheels. Since this
clause was not mandatory and GE has no
experience applying tired wheels on high
adhesion AC locomotives, tires were not

Control system with the |/

capability to inhibit
traction if the park brake is
applied on any locomotive
in the consist

“Discussions on How this would be
| implemented are required. There are possibly
|| safety concerns that need to be resolved with

| The control system can obtain the parking
brake cpplied signal from any locomotive

regards to how this would be implemented,

equipped with a DB modem so thisis @
feasible option. Assuming the details on the
fUl'!CtIﬁI'\Gllty can be resolved, this feature

; ™ ralisier

NENET

itd-bé quoted.

Heat/smglkaifire-Oateatorsm

04-21

I |
10 V 20 i .0 system.to rrionitsr the sefisorg and

Aeg Mol T

i detection is not mcluded ln the base
Fe, For GE to include fire:detection. Sensors

R70135

CHAIRMAN

ACQUISITION qpuncu,._._'_;__ -
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Anstallation of RDP and
cabling

YIN

T nstallation on first 2 is included in the base -
| locomotive price. For additional locos we

quoted this option at R 544,841 per
locomotive.

T R544841 |

["Instaliation of combination
of RDP/WDP and cabling

“This was not included i the locomotive base

price, but was quoted at R 1,154,557 per :
locomotive as an option ]

R1,154557

Sdpply' of durﬁmy I.ira.inllli_né
power supplies and ECP
junction boxes

N

| There aré conflicting responses in the GE

Line-by-Line on the issue of ECP provisions.

in the proposal letter we clearly state that
mounting provisions for ECP brakes cre
included at no cost. These provisions include
the space for the train line power supply. We
are not sure if a "dummy train line power
supply” means allocating space for the future
addition of the power supply, or if something
‘else is required. The spaceis provided at no
charge. If a physical dummy power supply
‘needs to be added, GE would require details

:|-of the functionality to be able to provide a
|, quotation.

‘The ECP provisions included in the base price
“consist of the wiring and MU connectors. The

price for ECP provisions inciuded in the
locomotive base price is R 45,116 per
locomotive

R45116

Solid Multi-wear wheels
| with the option of tiring the
wheel. The wheels shall
conform to AAR-
Specification M-107 for
class B wheels or an
equivalent international
standard

Y/N

1 Solid multrwear wheels that conform to AAR
| M-107 for class B wheels are included in the

base locomotive price, however the option of
tiring the wheels is not provided.

To the best of our knowledge, there are no AC
diesel locomotives where tires have been
apphied. The bidder has concerns thot
rmodified wheels with tires added could result
in the tires slipping on the wheels. Since this
clause was not mandatory and GE has no
experience applying tired wheels on high
adhesion AC locomotives, tires were not
offered,

Control system with the
capability to inhibit

| traction if the park brake is
applied on any locomotive
in the consist

Discussions on Row this would be
implemented are required. There are possibly

'| safety concerns that need to be resolved with

regards to how this would be implemented.
The control system can obtain the parking
brake applied signal from any locomotive
equipped with a DB rodem so thisis a
feasible option. Assuming the details on the

| funchongllty can be resolved, this feature

'r‘ TRA

»esN:zrw

il | celrid be Guoted.

Heaﬂsmcmn
04 -21

wnmuNr

‘detection is not. irwcluded in the bose

N iﬁ”e For GE to include fire:detertion. SeNsors
I

GV 20

wingl a.svstem to Monitor | the serisors ahd:

"R70135°

" CHARMAN

AcoussiTIoN councie. 207 !
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e o - notify the driver in the event of a potential fire
|18 R70,135 per locomotive,

I T e o [ N . == R '
“The capability of the loco™ Y | GEStated full complionce with this o |
to MU with TFR's existing | | requirement. There is no particular hardware |

fleet of Diesel locomotives. | that would be removed if this clause is not H

The network cable will be complied with so no price for non-compliance |

embedded in o single MU is provided. ‘

cable which can connect
to existing diesel

locomotives. .. | e
| Specialtoolsand | N Provision of tools was not included in the R 6,700,800
equipment [all special tools base locomotive price, A tools quote was
for the duration of the provided. The cost for providing the tools is
warranty and for Transnet R 6,700,800.
“use and ot end of the
warranty period)

Note: All pricing provided above is based on the ZARUSD exchange rate of 9.168 consistent with the
offer submitted.

When GE obtained quotations from suppliers in South Africa the instructions we provided were to
provide pricing for the total project supply inclusive of alf costs. For this reason we did not have
separate set-up costs from our suppliers. For the locomotives manufactured in the USA existing GE
manufacturing facilities will be used and the set-up costs were negligible on a per locomotive basis.
For this reason separate set-up costs were listed as zero ZAR.

GE listed the "insurance costs” as ZAR 0 in the Base Cost sheet because GE utilizes blanket insurance
policies to cover business risk, and the cost of this insurance is a fixed cost with no specific cost
associated with this transaction. For these reasons the insurance costs were listed as zero ZAR.

GE included all “eustoms & duties” charges in the base price of the locomative. The estimated costs
for customs & duties per locomative are:

[‘Estirated Customs &excise duties | ZARI32500 | ]

GE included all “engineering support costs” in the base price of the locomotive; therefore the
engineering support costs in the Base Cost sheet was listed as ZAR 0.

The estimated cost for engineering support is:

Estimated Engineering Support | ZAR 70,000
L.costs o |

04 - 21 NOV 2013

: CHAMAN ﬁz‘h‘me’n o
| AGQUISITION COUNCIL.. 7515 11 oaav | GE Confidential
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GE confirms that the base price as reflected in the base cost of the TCO model excludes both
escalation and hedging costs.

3 We were not able to obtain forward rates on November 11 because we did not get the request until
November the 15% and the banks will only provide rates based on the date they were requested.
We were able to obtain spot and forward rates on November 19, 2013. The spot rate on November
19, 2013 was 10.1237 ZAR/USS. The forward rates in the toble below were obtained from CitiBank.

?: ™ 0 00C X2 WwANT
| - DA 1ggiene
: ™ DM emme
i -~ MY T4 10.304100
‘; (] M0 R4 1000500
:': (L] sy ane 101
; w * DOC 2003 1014008
y " W I 10 690
. > S T Ty
) The impact of the Spot Rate change is ZAR 1,187,340 per locomotive.

The impact of the Forward Rate for the first 100 locometives is an additional ZAR 1,610,780 per
locomotive.

The estimate for the total hedging cost is therefore ZAR 2,798,120 per locomotive.

Please note that GE would like to work with TFR to confirm these rates, as had been done in prior
transactions.

e F ‘mﬂsuw ; ;l. '
Amm Forare SCE it i . ey

104 -21Nov 2013
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gn curee

In the GESAT Response to REP Part 1, Section 2, item 7 - IMPORTED CONTENT, GESAT stated the.
value of the US Dollar component of the total contract volue as USD $505,017.280.65, Therefore, the
stated US Dollar component per locomotive is USD$1,086,058.67. The US Dollar component of the
locomotive is calculated based on the ZAR: USD exchange rate of 8.2584 as proposed in Transnet
Freight Rail's Request for Proposal {TFRAC-HO-8609) Annexure A: Declaration Certification for Local

Production ond Content for Designated Sectors.

The other component of imported Content is 5.59%. In the GESAT Response to RFP Part 1, Section 2,
ltem 7 — IMPORTED CONTENT, GESAT stated the value of Suppliers imported component of the total
contract value as ZAR 599,958,294. Therefore the stated value of the imported content of locally
sourced components purchased from South African suppliers is ZAR 1,290,232.89 per locomotive.

The following table summarizes the above information,

Due to the inherent risk in a multi-year proposal and the uncertainty of commodity prices, GE
believes the fairest way to provide pricing is using an escalation clause. The escalation formula
provides for the equitable rise and fall of commodity and labor based on published United States
and South African government indices. If the contract was based on ¢ fixed price Transnet would

forego the potential benefit of lower prices resulting from deflation.

Per Transnet's request, GE has provided an option for a fixed ZAR price, including escalation and
excluding hedging cost in accordance with the attached Clarification Annexure A. The optiona! fixed
price is based on the locomotive delivery schedule as defined in the GE offer and a signed contract
by February 28, 2014 In the event a different delivery schedule is requested by Transnet or the
contract date is igter.tha Eerue 1.28: 2014, the fixed price offered is subject to change.

' f‘ﬁ NENEF '

_Amonrmnsocunuwmsu e ey

104 -21 NOV 2013',
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Aim:-p oe F {\ 053% -J] Yedas  Sub mlasion

Anpezure F -TCOD Model xly

Should the annual spares holding ¥l
need to change anmially, then
please specky such detadl
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A, Avneeate F - TCO eval & Moy 203 - GE

Sl Dathoitlits
These are spare torponents that are ypically used for maintananca activithel for which an
Epwaimitary holding is required

Inshgtion g Tandertr.

Each tendarer must completir tha ghven table and enter the lzad tme for delivery, the price per GESKT will canry
camponert in ZAR excluding VAT and whether tine cumponent will be avalipbke lcally of & spares localy during
mportad,

TA 17 360,57
ZAR 7T 173.29
ZAR 69 582,78

TR 118 67257
4R 66 398,11
ZAR 81 71122
TAR 65 146.59
TAR 63 48422
ZAR 62 90532
AR 61 M6.75
2ot 67 630,47
248 54 305,66
ZAR 50 236,91
ZAR 38 625.40
ZAR 44 37T
TAR 4 859,33
ZAR 42 4036
24R 42 3099
ZAR 42 309,99
ZAR 4D D45, 70
TR A2
AR 39 007.53
TARS5 217,07
TR JLATTA0
ZAR 34 19750
AR 33 635,16
TAR 33000.67
28R 31 366.39
ZAR 22 017,60
InR 26 132.50
ZHR 30 436.56
Z4R 29 TI9.70
ZAR 39 415.24
ZAR 29 144,34
TAR 28 069,50
TAR 26 37284
T4R 75 158.15
TiR 14 441,30
ZAR 24 141.56
24K 23 705.85
4R 23 3035
ZAR12 4T1.25
ZHR 12 133,48
Z4R 2063250
ZAR 19 611 .45
ZaR 19 0228
268 16 990,44
AR 16 75224
AR 16 480.00
ZaR 15 300.98
4R 16 208.62
ZaR 1603079
Z4R 15 B71.95
THR 15 B84.13
ZAR AT 9134
TAR 14 99413
2at 44 4390.07
24 1420102
ZAR 13 996,08
TR 1291520
T4R 23 163,18
ZAR 13 673,61
AR 13 04 BT
4R 13 208.0¢
Z8R 12009,02
Z4R 12 989.52
TAR 12960.34
THR 12 816,54
TAR 12 74911
TAR 12 25242

AR S TPO.A2
2ok 11 911,47
TAR 11 85085
AR 11 570.76
TAR 11 441,51
T4R 11 360.3¢
TAR 1130097
ZAR11.32,37
IAR 10832,54
TAR G 040005
ZARY 860.04
THR 6 378,43
TARY 547,20
TARY 443,54
AR 9 (21.89
T 9 206,46
TAR Q950,17
TAR 0 855,19
i TAR B 561,34
g TAR B 324,19

0 kmported = _sof ZAR 9 503,
S| ARV 152,40

0 Imported i ] TR 795699

0 Imported
0 mported
0 Impered
0 Imposted
D Imported
@ imported
o M
0 mported
0 Imported
Q Imported
0 tmpared
0 Imported
3 Imported
O Inportad
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4, Arnesure F - TCO evnl 6 Moy 2013 - GF

iansity Micisriooned Lead ] . Bk i, Comeanian, [ZAR) ot
| ZAR F9TRA9
AR 7 64775
ZAR T 575,27
ZAR T 467,12
AR & 506.04
2AR T 419,15
TAR 6 452,20
ZAR 5 255,19
ZAR 6 760,18
TAR 5 626,24
24R 6 425.73
TAR G 15411
ZAR 6 93,53
AR 5 827,72
ZAR 3 645,14
ZaR & F0.97
IAR 559152
ZAR 550845
ZER 5 121.90
ZAR 5001.04
ZAR 4 724.9¢
ZAR 4 524.66
ZAR 4 503.07
AR 4 446.00
ZAR 4 4307
TAR 4 M5.00
TAR 4 11524
ZAR 417474
TAR 4 153,05
TR A 11859
TAR 4 0B
ZAR £ 030,16
TAR 4 041,05
ZAR 4 015,71
ZAR I 9348
TAR. 3 923,86
2AR 3 148,00
ZAR 3 896,01
AR ) 01.33
ZAR 3 79305
ZAR D 900,49
ZAR 331247
AR 1 37682
TAR 3 3R
T5R 3 24230
TAR 3 220,37
ZAR D 270,92
FAR 3 12138
ZaR 3121.28
ZAR ] 025.08
28R 2 961,99
ZAR 3 518,31
ZAR 2 549,05
TAR 2 839,14
ZAR 7 312.04
ZAR 2 55043
AR 2 550,16
ZAR 2 504.70
AR 2 456,29
TAR 2 416455
ZAR 1 341,35
IAR 193547
ZARZ MOL11
ZAR 1 295.6)
TAR D 2TLIF
TAR 2 264,43
ZAN 3 24,43
IMZ T2
TAR2 715,25
AR 2 190,15
MR 2 109,13
ZAR 2 081.70
; 24K 2 04678
13 ZAR 1 801,53
TAR 1 Tho.a42
ZAR 4 67544
ZAR 1 657.62
ZAR 1 £55.44
ZHR 1 §47.90
| ZAR 1 845,92
13 TAR 1 595.07
SR TETT ZAR 1 58543
) ZAR 1 560,31
18| ZAR 1 188,52
] TAR1.384.02
1§ IR 3 334,61
....... 17! AR A MEB.32
17| T80 1 269,00
=== .ﬂ% EAR 1 8262
X L ThA 1 £95.95
ZAR 1 24281
17| ZaR 1.207.08
18 IAR1170,18
A A1 15677
| 14 ZAR 1 118,07
== 17 AR T053.00
TR TAR 1 4505
ET4 TARA 11,78
] TAR 99297
f TAR 94309
ZoA 698,11
“iE T4 BAT 05
B 280 863,37
L1 ZAR 85113
5 Z4R 82620
1 ZAR 25,75
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Wriing 1 Negotiatians Mesels 17 Mar 14, x5k Timeline of diesels: CHR and GE through to negotiation Page 102
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e s S —
From: San’ Méké'r'ﬁsi “&sam: molwros@cadlzw.zw

Sent i 57 EM'

To: : afignet Freight Rail JHB

Ce: ;Martm@globalgroupsmg, Robbie Gonsalves; Rowlen@globalgroups.org

Subject: Agreed Contract Price

Attachments: Forex Cash Flows - Agreed Contract Price xlsx; Forex Cash Flows - Agreed Contract Price

pdf

Dear Lindiwe,

please see attached the agreed contract price based spot rates of R10.68 per U5 dollar and R14.87 per euro, and agreed
locomotive hedging costs of R4 038 494.

™
Sam

Sarm Mokorosi
CADIZ CORPORATE SOLUTIONS

Tel: +27 11853 8066

Fax: +27 11483 0867

Cell: +27 83 408 1984

E-mail: sar ,mokbrosi cadiz.co 28
Website: Ww. cadiz.co.23

_____._.__.—-—-—-—"

p Think before you print.

Legal notice and disclaimer viewa bie at:!

J
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CNR CONSORTIUM/UNI NCORPORATED JOINT VENTURE

Ms Lindiwe Mdletshe 14 March 2014
Commodity Manager .-
Supply Chain

“Transnet Freight Rail
Johannesburg

465 new Dlese! Locomotives for General Freight ~ Price Reduction

Dear Madam

As aresult of the discount granted by TE in their offer dated 14 March 2014 as well as

changes in Warranty Bond as per our letter q_ff;_odav, copy attached for éase of reference,
CNR Consortium hereby amends the bid price as follows:

Original negotiated fixed contract price: R39 900 000.00

CNR discounted price as per reduced TE quotation: 197/232 x R541 000
= R459 383.62

New price after the discount of R459 383.62: R39 900 000 — R459 383.62
= R39 440 616.38

CNR discounted price due cancellation of Warranty Bond: R39 440 616.38 - R88 400.00

= R39 352 216.38
Therefore the final Fixed Contract Price per Locomotive is R39 352 216.38.
B T T \ woaay & ]
| nEa

Kind reg: 'rﬂds
ﬁﬁf@

Cao Gnobing
On behalf of CNR Consortium

exd wdeyp Cap) q k&é‘j'g

e care of: Global House :60.Tulbagh Road, Kemplon eark 1630

p.0. Box 1025; Agion Manar, Kempton Park, 5613

Te +2711 2301800
Fa : ¢27 113951594
£mail: k wien@globalgrowps.ofg
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CNR CONSORTIUM/UNINCORPORATED JOINT VENTURE

THE CHAIRPERSON
TRANSNET FREIGHT RAIL 14 JANUARY 2014
ACQUISITION COUNCIL e )
GROUND FLOOR [ C passeer i
TENDER BOX ST Tanene: $0C Lo Ao, ;oo'-«li'..”.",;_l
Inyanda House 1 . ]
21 Welington Road 09 - 14 JAN 201 i
Parktown ] 3
A CHARM s
| e counen, Sabis e

Dear Sirs, Madams

TENDER NO: TFRAC-HO-8609

DESCIPTION: SUPPLY OF 465 NEW DIESEL LOCOMOTIVES FOR THE GENERAL
FREIGHT BUSINESS (GFB)

Return Date: 14 January 2014 @ 15:00
With reference to your letter TFRAC-HO-8609 dated 14 January 2014 in the above regard,

1. Or Local Content target as originally committed to in our tender will remain unchanged
based on the assumptions contained in the RFP issued by Transnet.

2, For individual foreign currency import amounts, please refer to our tender proposal which
was submitted to you on 30 April 2013.

Please do not hesitate to contact us should any additional information be required..

Yours faithfully

Rowlen von Gericke
On behalf of CNR Consortium/Unincorporated Joint Venture

Care of: Globat House, 60 Tulbagh Read, Kempion Park 1630
P.O. Box 10285, Aston Manor, Kempton Park, 1619

Teid: +27 11230 1900
Fax: +27 11396 1594
Email: Rowlen@gfobalgroups,org
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CNR CONSORTIUM / UNINCORPORATED JOINT VENTURE

The Chairperson

Transnet Fraight Rail 20 November 2013
Acquisltion Council

Ground Floor

Tender Box

Invanda House 1L

21 Wellington Road

Parktown

Dear Sirs, Madams

TRANSNET FREIGHT RAIL (an Operating Division of TRANSNET SOC LTD) REQUEST FOR PROPOSAL
NO. TFRAC-HO-8609 FOR THE SUPPLY OF 465 NEW DIESEL LOCOMOTIVES FOR THE GENERAL

3 FREIGHT BUSINESS (GFB)
TFR Questions for Clarification: Return Date: 21 November 2013 @ 09:00

Thank you very much for your letter dated 15 November 2013 and the opportunity to submit our Clarifications in
that regard.

Therefore, our response to your questions as follows:

1 ]
COMPOMENT a .| Included in Base Price | Price per Component in ZAR
T P T _ e
Test Benches to be used fior in-hoise testing by TFR "Moo Please refer to Repair tool and test
ae— N bench price kist altached.
| ADU for the diver assistant . s . Yes 1 [} . R94500
Real time signal [Analysfs feature (o view !oﬂed signals offline) :E " UYEs 3 | [ R18.700
" Functionality to display information, Any information on T Yes (. R18 700
locemotive shaiskd be accessible via any other locomotlve In consist . | e == 5
|: Display of total tractive/brsking effort of entire consist ! Yes R1B 700
| mstallation of ECPYWOP/ and cabling " o Yes - R436 0G0
_ tnstallation of RDP and cabling T ] No ~ rRasoODe .|
) _lastallation of combination of RDP/WPD and cabling. : o I R7I0000 -
Supply of dumamy traln ling power supplies and ECP unttionboxes. | - . Yes . | R11G 00D
“Solid mult-wear wheels with the aptlon of tiring the wheel. The 1 No, tender based on R29 222
-+ wheels shall conform to AAR-Specification M-107 for class B Monoblotk Forged Wheel. |
wheels or an equivalent internatipnal standard.
“ Control system with the capability to inhibit traction if the park “Yes R1250¢
‘{|_brake Is applied on any ocomotive In the consist - | I .
| Heat fsmake fiire detectors : ' '  Yes R38 025
{4 The capabifity of the loco to MU with TFR's existing fleet of diesel ' Ves /31200
o tives. The network cable will be embedded in a single MU
. cable which tan connect to existiag dlese} (comotives . P —
| 5pectal tools and equipment {2l special tools for the duralion of b No "~ ‘Pleasé refer o Repair too) and test
i] the warranty and for Transnet use and at end of the warranty bench price list atiached.
‘|pesiod)

25, Asto Manaor, Kempton Park, 1619
ST rE

01 - 21 Noy B

CHAIRMAN -_@-’b;,,b,
.| ACQUISITION COUNGIL: A&7 0.
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2, We confirm that the base price as reflected in the base cost sheet of our TCO model gxgludés escalations and
hedging costs,

3. As indicated in question 2 above, our submitted contract price excludes any hedging costs. As described in

our original submission (File 6, Annexure 3 (ii} = Exchange rate hedging strategy (page 16 of the electronic
version of file 6)):
"The final forward exchange contract (FEC) sates will only be determined on the Effective Date of the Supply
Agreement. Once the final FEC rates are accepted, the final Contract Price will be agreed and no additional
cost in respect of the hedging strategy will be payable by Transnet. The “cost” of taking out the FECs will be
Included in the foreign currency (FC) exchange rate quoted by & South Afican Bank.”

4. Please see the “Forex Components” sheet which we have inserted into Clarification Annexure A. We have
indicated the exchange rates used at tender submission date, as well as the exchange rates on 11 November

2013.

5. As indicated in gur submission (File 6 - Price Schedule (page 2 of the electronic version of File 6)):
“We have assumed a 5% annual increase in the Contract Price. The actual escalation rate will be determined
and agreed to by Transnet and the CNR Consortium. This rate will be a composite index based on the
weighting of relevant indices with a minimum 10-year history, and published by recognised and accredited

bodles, for example:
CPI

[ )
s PP

s  Siefsa indices (labour and materials)

«  Any other relevant indices agreed to by the parties”

We have thus used the assumed 5% annual escalation across the delivery schedule in the attached
Clarification Annexure A. The weighted average cost per locomative is R48,841,026 (forty eight mililon, eight

hundred and forty one thousand, and twinty six rands).
6. The payment profile in the cash flow is correct. Note that it is based on Tranche 1 of our delivery schedule

which is 50 locomotivas.
We trust the above to be to your satisfaction and please do not hesitate to contact us should any additional

information be reguired.

Kind regards

PR e
Rowlen von Gericke
On behalf of CNR Consortium / Unlncorporated Joint Venture

"r o

01 - 2wl

CHAIRMAN i A T
(| ACQUISITION COUNCIL.  IRETE00L |
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CINIRR
et

CNR CONSORTIUM / UNINCORPORATED JOINT
VENTURE

TRANSNET FREIGHT RAIL (an Operating Division of TRANSNET SOC LTD)
REQUEST FOR PROPOSAL

NO. TFRAC-HO-8609

FOR THE SUPPLY OF 465 NEW DIESEL LOCOMOTIVES FOR THE
GENERAL FREIGHT BUSINESS (GFB)

RETURN DATE: 30 APRIL 2013

File 6 Folder 1

Price Schedule

it i -
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CNR CONSORTIUM/UNINCORPORATED JOINT VENTURE

....

Our Consortium is pleased to propose an ex-VAT Confract. frice of R4 ,000 (forty million; five hundred
figusEnd rands): per diesed locomotive, DDP Koedoespoort, Gauteng. The Contract Price for each iocomative
includes Qustoms and Excise Duties, Insurance (up to the Acceptance date for such locomative as required by
the draft Supply Agreement).

The Contract Price shall be payable in South African rands, and escalate as described In the indexation section
below.

Table 1 below shows our proposed delivery schedule In batches with an assumed escalated price shown per
Batzh. For lllustrative purposes only, K has been assumed that the Contract Price will escalate by 5% per annum
(effective on 1 Aprll of each year) as a result of the Indexation,

We note that whilst Transnet shall pay for the locomotives in rands, our Contrict Price has been calculated using
USD/ZAR and EUR/ZAR spot rates of RS/$ and R12/€ respectively for some of our components, These rates are
&lso stated in part 8 of Section 2 of the RFP (see file 1 of our submission).

Table 1; Delivery Schedule in Batches

very Potlods 1 April to 31 Marcly | 2014/18]  2018/16] - 2016/17] 2027/18] 2018/39] 2019/

50

50 118

50 118 13%

50 118 139 148

0 50 e 139 148 10

Total number of focomotives tn Batches 0 50 T 168 307 48s 465
Pricing per Locomotive R 42 358 56_2 R44476490 R46700214 R4S 0?5 330 R 51487096 R 5406145)

The break price per cancelled Jocomotive shall be RESE 000 (six hundred and fifty thousand rand) across all the
batches " B
As Indicated earller, the pricing in Table 1 above, assumes a 5% annual Increase In the Contract Price. The actual
escalation rate will be determined and agreed to by Transnet and the CNR Consortium. This rate will be a
composite index based on the welghting of relevant indices with a minimum 10 year history, and published by a
recognised and accredited bodies, for example:

» CPl

iy |

»
«  Sgifsa Indices (labour and materials)
»  Any other relevant indices agreed to by the parties

A portion of the Contract Price may even be fixed. Indexation adjustments will take place once a year on 1 April
each year,

Care of: Global House, 60 Tulbagh Road, Xempton Park 1630

P.0. Box 10285, Aston Manor, Kempton Park, 1619 .| .ANR.
[ Consartium  Uniscor g alid Joo Venlture

Tel: +27 11230 1900 ’
Fax: +27 113961504 - PQ. Box 10285 Tel: ¢011) 230-1900

Email; Rowlen@globalgroups.org Astan Manor Fax 345-1504

_%/W(E)P 1630 SA 207 12013
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Capital parts, holding parts, consumable parts and taals,

«  These Items are not Included In the contract price and na provision has been made in tha contract price for
these fisted spares.

—— — .

Respondent’s Signature Date & Company Stamp
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: Transnet SOCLtd.. 13 Girton Road. Private Bag X47 1Rm5um\| L3

Registration Parktown Johannesburg
Number 2193 0 "r
1990/000900/30 “YeJif 011 584 0509

Fax: 011 774 9978

e un
MEMORANDUM
yww transneb.net
TO : 1064 Locomotive Steering Committee
FROM. §  The Cross Functional Evaluation Team (CFET) (Finance)
DATE H 15 Janu?ry 2014
4

SUBJECT : 465 DIESEL LOCOMOTIVES — RESULTS OF ‘BEST AND FINAL OFFER’

RESPONSES

1) The purpose of this memo s to provide the Steering Committee with an update of the
“  evaluation results based on the ‘Best and Final Offer’s (BAFQ) recelved; -

BACKGROUND:

2) On 27 December 2013 the 1064 Steering Committee issued a memo (Attached Annexure A)
to the CFET Finance requesting that a *Best and Final Offer’ letter be issued to all Bidders;

3) Responses from Bidders were received on 10 January 2014;
BUDGET IMPLICATIONS:

4) There are no budget impiications applicable to this memo;
FINANCIAL IMPLICATIONS:

5) The table below outlines the BAFO prices as provided by the Bidders:

BAFO Evaluated price R30 455 335 |'R30320728 |'R40 244 313 | R27 150 485
Previous Evaluated price | R44 232853 [R33254876 |R42761272 |
:Difference R13777518 |[R2934 148 | R2 516 959

Note: A recondiliation of the BAFO price submitted and the previous pt_'l_oe B

is attached hereto (Annexure B)
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6) Bidder 1's BAFO price was reduced by R13.8 million (31%). This is a significant reduction
from the original price offer;

7) Bidder 1 did not provide confirmation of the foreign currency content applicable to the new
BAFO price. This information was requested from the Bidders as any reduction in offer prices
could change the proportion of the foreign currency content to the new price. The other 3

_' Bidders provided this information as requested. A further clarification letter was therefore

issued to Bidder 1 in order to obtain this information. The response from Bidder 1 was to
make reference back to the tender documents of 30 April 2013. Accordingly we reverted back
to the foreign content amouhts provided on the original price offer (Appendix E of the original
tender submission) and applied the same percentage aitocation to the BAFO price for the
purposes of completing the evaluation. It should be noted that this percentage does not tie
in to the local content % declaration. Any change in the foreign content percentage in relation
() to the new BAFO price could have a significant impact on the ranking as Bidder 1 and Bidder
2's final scoring are almost the same (0.8 points difference);

8) Bidder 3 In their response indicated their concern around the integrity of the tender process.
An extract from their response letter dated 9 January 2014 is quoted below:

Y Please note that with respect to W?rewmtmatbkﬂemmvideaqmam “using
Subcornitractors of (their) cholce not Transnet Engine ,'_;g, we trust that this does not aliow a
Didder who did not previously offer a non-Tlansnet Engineering option to now amend their bid
to include a new “private sector” aﬂér!fb‘:is&b&ecaseueammﬂcamedﬂzatmm
‘Jeopardize the integrity of the tender process)™;

9) Some bidders included additional SD related proposals in their response. We advised SCS of
these items for further consideration;

) 10)This memorandum must be read in conjunction with the CFET (Finance) report dated 10™
December 2013;
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CONCLUSION:

11) The updated evaluation results are reflected below:

|- Deiivery Bcheduls 08) —— 1 ="
P Yo 0 X S S ' £ — 1)
- e e

12) Bidder 4 still has the highest overall points scoring. The final 'soonng for Bidder 1 and Bidder
2 is almost the same (0.8 points difference).

SUBMITTED BY:

Mr. Mohammed Moola | Mr. Danie SIE

Senior Manager: TFR Deputy Treasyres iddie Office: Group Treasury
) Date: s/ ( 2oy Date: Zﬂf‘(af'/g

Mr. Thabo Seapi
Senior Manager: TFR
Date: ;5 /o! J ooty

Debt Mana er' Group Reasurv
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Transnet SOC Lid Carlton Centre P.O. Box 72501 TRANGSHET |
L« Registration 150 Commissioner Parkview v i ) o
© Number Str. Johannesburg South Africa, 21224 + L7

1994/000900/30 2001 T +27 11 308 2526

F ¥27 11 308 2312

MEMORANDUM

To: The Chairperson (Mr. Thamsanga Jiyane) and the Cross Functional Evaluation Team (CFET) for
the Tenders for the Supply of 599 (COCO) New Dual Voltage Locomotives and the 465 New
Diese! Locomotives for the General Freight Business (GFB)

From: Mr. Brian Molefe, Group Chief Executive, Transnet SOC Ltd
Mr. Anaj Singh, Group Chief Financial Officer, Transnet SOC Lid
Mr. Siyabonga Gama, Chief Executi,\:é, Transnet Freight Rail i
Date: 27 December 2013
SUBJECTS: 1. REQUEST FOR APPROVAL TO SHORT LIST TENDERERS AND FINAL AND
BEST OFFER FOR THE SUPPLY OF 599 (COCO) NEW DUAL VOLTAGE
) LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB), AND

2. REQUEST FOR APPROVAL TO REQUEST FOR THE FINAL AND THE BEST
OFFER FOR THE SUPPLY OF 465 NEW DIESEL LOCOMOTIVES FOR THE

GENERAL FREIGHT BUSINESS (GFB)
: 2 £ e ——

PURPOSE:

1) The purpase of this memo is to;
* Acknowiedge receipt of the final reports from the CFET dated 23 December 2013

¢ Approve that option 3 {excluding unscheduled and excluding scheduled maintenance and
excluding bonus point allocation) for evaluations will be considered for final evaluations

including the final recommendation;

} % Authorize the CFET to issue a request for the best and final offer for both the tenders for 599
New Dual Voltage Locomotives {to only the top 2 highest scoring tenderers while the rest will
be informed that Transnet will only engage them should negotiations with the top 2 be
unsuccessful and 465 New Diesel Locomotives (all the 4 bidders) for the GFB;

¢ Note that the above actions are subject to Board of Directors approval;
# Recommend to the Transnet Board of Directors to negotiate with 2 highest scoring tenderers
and to award the business for the supply of 599 New Dual Voltage locomotives; and

'»  Recommend to the Transnet Board of Directors to negotiate with 2 highest scoring tenderers
and to award the business for the supply of 465 New Diesel locomotives;

/

BACKGROUND:

2) The CFET finalized the evaluations for 599 New Dual Voltage and 465 Diesel ﬁé\m or
about the 21 December 2013. ( \
\\hﬁq_“ .f)
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[Fimeecs |

3} The reports were presented to the subcommittee of the Locomotive Steering Commiittee that
oversees the evaluations being Mr Gama; Mr Singh and Mr Molefe.

4} The subcommittee raised concerns regarding the pricing on the diesel locomotives as well as the
Significant impact the overall locomotive acquisition process has on the MDS strategy in particular
the Company’ s ability to achieve its GFB volume targets.

5) The CFET was requested to address the conoems relating to the price of the diesel locomotives but
their report once again reconfirmed that the base prices were a concemn.

6) The consolidated report for the evaluations proposing to negotiabe (with a request for best and
final offer Induding the TE scope of work) and award for the 599 New Dual Voitage Locomotives
and proposing a best and final offer with TE scope for 465 New Diesel Locomotives.

MOTIVATION

7) Itiscritical for Transnet to receive these locomotives as soon as possible due to the Impact on MDS
volumes,

8) The recommended approach allows for the most efficlent and effective BADC and Board approval
process whilst still addressing the commercial concerns around pricing.

9) The tenders will be split between 2 tenderers each Le. there will be 2 tenderers awarded the 599
New Dual Voltage Locomotives and 2 tenderers awarded the 465 New Diesel Locomotives,

10) The selection of 2 tenderers in our opinion reduces delivery risk; allows for locomotive
standardization and reduced complexity from a TE bulid perspective. '

f“
11) The request for the Final and Best offer on both tenders-shonid-be-based-on_a minis
<0fSe=but will be finalized after the final and best offers are recelved but before su
Board for approval.

12) The Chairpersons of the BADC and Board of Directors of Transnet has been briefed on the above
process and the recommended way forward and they are both in support of this process.

13) TIA has aiso been has been briefed on the above process and the recommended way forward and
meyarehp_;thlnsuppoutofmlspmoss.

S

Page20of 3
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RECOMMENDATION
14) The following items are approved to be done immediately

* Acknowledge receipt of the final reports from the CFET dated 23 December 2013

¢ Approve that option 3 (exciuding unscheduled and exciuding scheduled maintenance and
excluding bonus point allocation) for evaluations will be considered for final evaluations
induding the final recommendation;

» Authorize the CFET to issue a request for the best and final offer for both the tenders for 599
New Dual Voltage Locomotives (to only the top 2 highest scoring tenderers while the rest will
be informed that Transnet will only engage them should negotiations with the top 2 be
unsuccessful and 465 New Diesel Locomotives (all the 4 bidders) for the GFB;

[l 4
¢ Note that the above actions are subject to Board of Directors approval;

. RemmmeMtomeTmnsnetBoarddDhmsmnegomvﬁchhIghestsmﬂngmndem
and to award the business for the supply of 595 New Dual Voltage locomotives; and

. mmmmmmmmwolmmmmwmzhgmmngwndmm
and to awand the business for the supply of 465 New Diesel locomotives;

Mr. AﬁojSln‘Q':. :

edy { : ;'lsnet Freight Rail aalefﬂrpncialw Transnet SOC Ltd
2014\ ot - 14 Date: #hShe. »

Date: 31 1123,

Page B of 3
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‘fransnet SOC Ltd, 13 Girton Road. Private Bag %47 TRANSNE
” Registration Paritown Johannesburg
Number 2193 2000 'r
1990/000900/30 Tel: 011 584 0509
Fax: 011 774 9978
Prtght it
MEMORANDUM
www.bansnet.net
——— .
TO 1064 Locomotive Steering Committee
FROM & The Cross Functional Evaluation Team (CFET) (Finance)
DATE: : 15 January 2014
s ' ¢
SUBJECT : 599 ELECTRIC LOCOMOTIVES — RESULTS OF 'BEST AND FINAL OFFER’
RESPONSES
= - ====F88 e s =—

PURPOSE:

1) The purpose of this memo Is to provide the steering committee with an updalae of the results
of the "Best and Final Offer (BAFO)' response from Bidders 1 and 2;

'BACKGROUND:

2) On 27 December 2013 the 1064 steering committee issued a memo (Attached Annexure A) to
the CFET Finance requesting that a ‘Best and Final Offer’ letter be issued to Bidders 1 and 2;

3) Responses from Bidders 1 and 2 were received on 10 January 2014;
BUDGET IMPLICATIONS:

4) There are no budget implications applicable to this memo;
FINANCIAL IMPLICATIONS:

Outcome of responses received:

5) The table below outlines the BAFO prices as provided by the Bidders 1 and 2;

| BAFO Evaluated price _R32377762 | R32 462 295
_| Previous Evaluated price __ R32833423 R34 716 188
| Difference _____ R55661 R2253893

Note: A reconciliation of the BAFO price submitted and the prevlous price
is attached hereto (Annexure B)
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‘ Trarsnet SOC Ltd Caxlton Centre P.0. Box 72501 / TRANGNES
Regiatration 150 Commissioner Parkview .
sHumbe x Str. Johannesburg South Afrijca, 212 _ ‘- e
19906/000900/30 2001 T +27 11 308 252%k— ; h >
| F +27 11 308 2312 Sod

MEMORANDUM

To: The Clidirperson (Mr. Thamsanga Jiyane) ahd the Cross Functional Evaluation Team (CFET) for
the Tenders for the Supply of 559 (CDCO) Kéw Dual Voltage Locomotives and the 465 New:
Diesel Locomotives fur the General Fieight Business (GFB)

From: Mr. Brian Molefe, Groiip. Ghiiléf Exéciitive, Transnet SOC Ltd

Mr. Anoj Singh, Group Chief Financial Officer, Transnet SOC Ltd
Mr. Siyabonga Gama, Chief Executive, Transnet{li'gight Rail

Date: 27 December 2013

SUBJECTS: 1. REQUEST FOR APPROVAL TO SHORT LIST TENDERERS AND FINAL AND

. BEST OFFER FOR THE SUPPLY OF 599 (COCO) NEW DUAL VOLTAGE

) LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB), AND

2. REQUEST FOR APPROVAL TO REQUEST FOR THE FINAL AND THE BEST

OFFER FOR THE SUPPLY OF 465 NEW DIESEL LOCOMOTIVES FOR THE
GENERAL FREIGHT BUSINESS (GFB)

PURPOSE:
1} The purpase of this memo is to;

®  Acknowledge receipt of the final reports from the CFET dated 23 December 2013

-Afipfove; that option 3. (sxcluding. unscheduled and exduding scheduled malntenance ‘and.
excluding bonus point allocation). for evaluations will be considered for final evaluations:

J * Authorize the CPET to tésue a.request for the-best and finai offer for tioth thie tendérs: for 599
New Dual Voltage Locomotives (to only the top 2 highest scorifig tenderers while.the rest will
be informed :that Transnet will only engage them shotld negobiStions; with the top 2. be
unsuccessful and 465 New Diesel Locomotives (all the 4 bidders) 'for the:

.
Wy

¢ Note that the above actions are subject to Board of Directors approval;
# Recommend to the Transnet Board of Directors to negotiate with 2 highest scoring tenderers
and to award the business for the supply of 599 New Dual Voltage locomotives; and

= Recommend to the Transnet Board of Directors to negotiate with 2 highest scoring tenderers
and to award the business for the supply of 465 New Diesel locomatives;

BACKGROUND:

2) The CFET finalized the evaluations for 599 New Dual Voltage and 465 Diesel tibége _;---_'jp_r-:,_or
about the 21 Decernber 2013. { F %

i ..._h‘%w e



YL-RESP-176

| Arexwt A
RECOMMENDATION
14) The following items are approved to be done immediately

*  Acknowledge recelpt of the final reports from the CFET dated 23 December 2013

* Approve that option 3 (excluding unscheduled and exciuding scheduled maintenance and
exduding bonus point allocation) for evaluations' will be considered for final evaluations
Inciuding the final recommendation;

*  Authorize the CFET to issue a request for the best and final offer for both the tenders for 599
Yew Dual Voltage Locomotives (o only the top 2 highest scoring tenderers while the rest wil

be informed that Transnet will-only engage them should negotiations with the top 2 be
unsuccessfl and 465 New Diesel Locomotives (all the 4 bidders) for the GFB:
t L]

¢ Note that the above actions are subject to Board of Directors approval;
. RecmnmemmﬂeTmnsnetBoaMOfmmwnegoﬂaﬁewlmzmghestsmﬂngwﬂm
andhoammmebusinessformesmplyofssgNemeIVdmehmoﬁves; and

[ Remmmendwmeﬁansnetﬂoarddnimcmmwnegoﬁmmzhigh&smdngmmm
and to award the business for the supply of 465 New Diesel locomotives;

= )

Me Anof Singl{ '\

Mr. Brian Molefe
Group Chief Executive: Transnet SOC
Date: 5y 1o .13,

Page 3 of 3
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Annexure B

Recondliiation batween SAFC (Bast and Final Ofver) submitted In Jamiary 2014 and prices used for evalwation as par Decewiver 2023 report

BATO price per loto 3z submitted by bidder 20040 486 28 890 000

A acugiments for Hzems b neooncis iy price per Anteane F:

Spenzltoclng

Enginsering support

Capitsl Sparas

Consumables

Spares holding

Selup cost

Tnsuranoe

Roumding

Forex Haiging

Price par 10¢0 Submiited as par &nnex F, bafers the Impact adjastnents snd options

Adfustmants to normalice;

Deduct Schadule B capts! spares ~16 350 -122648

- Bethict Fore findging 3 -1 253 756

imwmemmhlmdmm-nm 29600838 294033”

Add Options 1266 001 1 252 107

SubTotsl 7 - Antended BAFD) Price with sptions Inchuied (Capiital nceuisition cest} 30 BEG 838 - 3B 505 548

Impack of Re-bacing {foraign EXchange Movemants} 1510 926 1796 749

Sub Tetal 3 (Amesdast BAFO Total price bafore TE adjustment) © 3AIFT TG 32462 195

Tmpact of ot using TE as the maia sub-conirachor

RAFO - Price usad for evaluation 32377 Y6232 462295

Prige used for evaluation before BAFOD 3293340 34 716 185
" Diffarence ‘ . :[I 455 661 2253 693

Mada mp of: ' e s

Discount on price - 2000600

Forex change due ko Import condent and rade changes 455 661 243893 |,

Nobe: 1. The BAFQ prices requestad from bidders was without the Lise of TE as a suboontractor.
Tharefore the impect of using TE 33 maln subcontratior s siready being fackored into the tattial BAFO prics,

2, Bidder 1 did Rok provide BAFO pricz but provided the Fareign cumency aosponent perosntage which was used 10 updarbe ihe rebasing of foreign portion of the price,
3. Bidder 2 provided a new BAFD price and 3 Rew forsigh cumency component percentage. Thase were usad to update the price.
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To: From:
Lindiwe Mdletshe Wang Pan
Commodity Manager Generaf Manager
Supply Chain Services
CSR E-Loco Supply (Pty) Ltd.
TRANSNET FREIGHT RAIL
_ I D 1% Floor, China Construction Bank Building, .
Inyanda House 2, 21 Wellington Road, 95 Grayston Drive, Sandton, 2196,

Parktown, Johhanesburg, South Africa Johannesburg

Tel.: +27-10 007 1127
Cell: +27-72 562 5154
Fax: +27.-86 590 7734

omadcsrzelc.com.

E-mall: 2

Date: 21% Fébruary, 2014
Our Ref.: TFRAC-HO-8608/CSRE-007

Subject: Updated Price Proposal for Supply of 599 New Dual-Voltage Eloctric
Locomotives for the General Freight Business (GFB) for TFR

RFP No.: HOAC-HO-8608

Dear Lindiwe,

CSR E-Loco Supply (Pty) Ltd would like to thank you for the opportunity to provide Transnet
Freight Rail with an Updated Price Proposal.

According to the post-tender negotiation between Transnet Freight Rail (TFR) and CSR
E-Loco Supply Pty Ltd from 04! February 2014 to 20" February 2014, CSR E-Loco Supply
Pty Lid would like to provide TFR with updated price based on the payment term and

conditions, but based on that TE can delivery up to 12 electric locomotives per month. This
price is sfill based on our Bid Response Document and the updated subcontract offer

provided by Transnet Engineering.
1 Updated Price Proposal based on Option 1
1.1 TE's Scope of Supply (Option 1)

The option 1 is based on scope of supply of Transnet Engineering as its original
proposal as following, which excluded wheelset assembly, traction motor assembly,
HV cubicle assembly and LV cubicle assembly. CSR E-Loco Supply Pty Lid also
provides CSR ZELC’s cost of respective items. Please TFR kindly check and
evaluate it.

Table 1(a) TE’s Scope of Supply (Option 1 for 360 sets of Co-Co locomotives)

Qty.of [ TE—price/ | CSRZELC —Cost |

! N?,. Name of component locos | Loco lLoco.

1| Carbody 306 | R3,386433 R 2,294,483

2 |Bogie 305 R 1,450,214 R 749,641

3 | Electrical system 305 R 168,112 R 84,056
B = P T o T F 37 (=D
VAT No.; 4850761837 CSR E-E;co WP%L?(P%YIALE

Address: 19 Floor, China Consiruction Bank BuBding,
95 Graysion Diive, Sandton, 2196, Johannasburg
Tal: +27-10 00T 1127 Fax: +27-58 590 7734
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Qty.of | TE-pricel | GSRZELC =Cost
Neo. | Name of component locos Loco " ILoco i
4 | Co0ling and | 305 R 103,590 | R 94,760’
-‘_ ventllatlon system
6 | ‘Cab (only mechanlcal 308 R 450,654 R 255,567
.|| Parts) _
| 7‘_ ;,.|nte,.or equ.pment 305 R 173,861 R 112,919
10 |wiing 305 | R831191 R 294,554
1, | Gomponents of brake |' 505 | R 74,524 R 62,476
system v B L B :
.. |Final assembly of| |
- 12, '.
_|locomotive | F .
acha Final .assembl)' of( 305 R 1,586,772 R 606,324
locomative ™!
12.2 Final assembly of T R 1,686,772, R 506,324
L locomotive e
13; | Testand commission | 320 R 244,716 R 66,8985
Subtotal per locomotive R 8,560,139 R4,549,866.16

Table 1(b) TE’s Scope of Supply (Option 1 for 300 sets of Co-Co Iocomotlves)

Qty.of | TE —price/ CSR ZELC —Cost
No. | Name of component | jocos. | Loco JLoco
1 _| Carbody 245 | R3386433|  R2204483 |
2 Bogue 245 R 1,450,214 R749, 641
3 /| Electrical system 245 R168,112 R84.056 |
4 JConiD and | 45 R103,590 Ro4.760.
_ventilation system _
6 Cab {only mechanical | 245 R450,654 R255,567
| parts) _
-7 | Interior equipment 245 R173,861 R112,919
10 |wiing | 245 R831,191 R294,554
1. Components of brake 245 R74,524 R62,478
system i
12. Flné_l i assembly of |
B Iooomotive o
n:g‘u - "0.:2012”28051‘07 ol S i i o e i P;h;.z;'i;-__-_l-l L T Ty ﬁ /\
VAT No.: 4850261837 gﬂfmjgﬁlvﬁ(ﬁl I.T?

Addresa; 19 Floor, Chine Construction Benk Bulding,
B85 Grayelon Drive, Sandlon, 2198, Johannesbury
Tel: +27-10 00T 1127 Fan: +27-86 559 7734
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; “Qty.of | TE=price/ | CSR ZELE Cost

No.. | ‘Name ofcomponent jocos ' Loco | /Loco
: T _—
12,1 | Final  assembly of 245 || R1,586,772 R506,324
Iooomotwe | ) o b

122 | Finel asse'"b’” °f'., ‘15 |. R1586772 R506,324
13, Test and commisswn 1 260 R244,716 R66,895
| Subtotal per Iocomotivo ) ' ' R3 532 193 R4,556,770.10

Table 1(c) TE’s Scope of Supply (Option 1 for 240 sets of Co-Co locomotives)

of | TE —price/ CSR ZELC —Cost
No. | Name of component ?;ym .}’co [Loco—Cost
A 1| Ca,body | | 185 | R3,386433 R 2,294,483
2 |Bogie | 185 | R1450214|  R749641|
3 | Etectrical system 185 R 168,112 Ra4,056,'
4 | Cooling gt R 108,590 R 94,760°
| ventilation system | BN i
6 | .Cab {only mechanical 185 | R 450,654 R 255, 567
jpars) - _
7 | Interior equipment 186 |  R173.861) R 1 2 919'
10 | Wiring ' 185 R 831,191 R 204,554,
. Components of brake 185 R 74,524 R 62,476
_ systam
i | 12, Final assembly of
~ ] * locomotive
12 | el - assembly of | g R 1,586,772 R 506,324
locomotive
122 [ el acasmbly get ¥ 48 R 1,586,772 R 506,324 |
 locomotive - '
_1 3. | Testand commission 200 R 244,716 R 66,805 |
Subtohl per locomotive 1 R 8,618,565 R4,568,152.26
RogiswrationNo. 2012AZ808107 e  aeadt e ﬁ*'j]m """""" ANE
VAT No.: 4050261837 CSRE E’co SUP%L?PQY) L'l'?

Address: 1 Ficor, China Constnaciion Bank Buiiding,
95 Grayston Drive, Sarwdtan, 2996, Joh
Tel.: +27-10 007 1127 Fan: +27-86 599 7734
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1.2 Updated Locomotive Price Proposal
Based on the above-mentioned offer from TE and according to technical proposal,
negotiated terms and conditions with Transnet Freight Rail, CSR E-Loco Supply
(Pty} Ltd. would like to provide TFR with following updated price.

The base price of each new aléctric locomotive with Co-Co bogie configuration,
excluding VAT, hedging cost and escalation is as following. The updated prices are
based on our technical proposal and negotiation terms from 4t February 2014 to
20" February 2014, especially 10% of advance payment and TE production ramp

up to 12 locos per month at the peak.

= e e T e

RQMMWMMAIW e - s 22 Fm“‘;;;.. i §$ﬂ73ﬂl$lﬁﬁ’\ﬁ

oy CSR E-LOCO SUPPLY (PTY)

Adidross: 19 Flocor, Chine Consiruglion Bank Bulkfing, (FTY)LTD,
95 Grayeton Drive, Sandton, 2196, Johannesburg

Tel: +27-10007 1127 Fa: +27-86 609 7738
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2 Updated Price Proposal based On Option 2

21 TE’s Scope of Supply {(Option 2)

The option 2 is based on scope of supply of Transnet Engineering as following,
which include TE's original proposal and wheelset assembly, traction motor
“assembly, HV cubicle assembly and LV cubicle assembly. CSR E-Loco Supply Pty
Ltd. also provides CSR ZELC'’s cost of respective items.

Table 3 (a) TE’s Scope of Supply | (Optlon 2 for 360 sets of Co-Co Iocomoﬂves)

' No. Name ofcompon;n_t -y Qty o TEL?:;“!_ __gﬁ:tfﬂ;g;
| 1 |carbody | 305 R3286433 | R2294433_:
2| Bogie 305 | R1522,980 | R778 8,020
3| Etectrical system 305 R206,373| R 100,508
4 [Cooling  and  ventiation | 4, R103,500 R 94,760
__| system .
6 | Cab (only mechanical parts) 305 | R450,654 R 265,567
7 | Interior equipment | 305 | R1,176,565 R 514,001
10 | Wiring | 305 | R831191 R 204,554
| 14, [Components of brake . R74,524 R 62,476
_ _system )
! 12. J."Final assembly of locomotive _ |
| 12.1 |:Final assembly of locomotive | 305 | R 1,586,772/ R 508324
122 Flnal assembly of Iooomottve 15 R 1,586,772, R 506,324 |
13, _' Test and mﬁ-n;lsswn - | 320 . F.‘.244,7.16 R 66 895; !
Subtotal per locomotive s '”ﬁ's,"e'{"_a_,éf?l R 4,995,779.13 |

Tablo 3(b)TE's Soope of SUppIy {Option 2 for 300 sets of Co-Co Iooomoﬁves)

of | TE—price/ CSR

No. | Name of component | Sv.of | TE B Cost Loco,_

1 | Carbody 245 | R3,386,433|  R2,204483

| 2 |Bogie 245 | R1,522,980 R 776,020

3 | Electrical system 245 . R206,373 | R 100,508

4 ‘Cooling and ventilation 245 R103,500 | R 94,760

system L S | ?

6 | Cab (only mechanical parts) . 245 [ R450,654 R 255,567

Regtoiation Mo, 20T2Z0GT T Trageoatia T R A
e i PR L

Address: 1% Floar, China Conatnuction Bank Bulkfing,
95 Grayaton Drive, S 1, 2198, Joh burg
Fax: +27-06 599 7734

Yal.: +2¥7-1) 007 1127
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[ Qty.of | TE—price/ |  GSRZELC 1|
__ .No. Name ofcomponent | locos {  Loco . Cost /Loco _(
7 Interior equipment 245 R1,1 76.565:'_ R 514 001 4
10 [Wiring_ 245 R831,191 R 204,564 |
" ComPOnents of brake | 2 45 R74,524 R 62,476
" |system ' :
12 I;ihal assembly of locomotive
I :
121 Final  assembly  of | o | o 1,586,772 R 506,324
| j_f Iooomotlve e B .
122 Final  assembly  of | 15 | R1,586772 R 506,324
Iocomotwe L} - ]
13. | Testand commlsswn | 260 R244,716 R 66,895
) Subtotal per locomotive R 9,695,030 | R §,002,683.07
Table 3{c) TE’s Scope of Supply (Optlon 2 for 240 sets of Co-Co locomotives)
: | Qty.of | TE —price/ CSR ZELC
| No- | Nameofcomponent | jocos.| Loco | —Costiloco
1| Carbody | 185 | R3386433|  R2204 483
2 | Bogie 185 | R1522980|  R778,020 |
3 | Electrical system 185 R206,373 R 100,508
4 Cooling and ventilation 185 R103,590 R 94,760
system
_6 | Cab (only mechanical parts)| 185 R450,654 | R 255,567
:_;J 7 | nterior equipment 185 R1 176,565 R 514,001
| 10 |Wiring 185 R831,191]  R204554
1", j_;°°mp°"e"ts of brake (o5 R74,524 | R 62,476
| system 'l ) 1
12, Final assembly of Iooomotlve
1 ] il
12.1 Final assembly of 185 R 1,586,772 R 506,324
.| locomotive
i 12. Final assembfy of 15 R 1,586,?72: R 506,324
_Iooomotwe _ ' i
13, "_!_'g__s.t and commission 200 R244,716 R 66,895
Subtotal per Iocomotwe _|. R,732,207 | R 5,014,065.23
Reglabation Now 2070080007 “Page7 o116 T ﬁ*ﬁhﬂ*ﬁﬁ 28
VAT No. 4850261837 C8R E-LOCO SUPPLY (PTY) LTD.

Address: 1* Floor, China Construction Bank Euliding,
95 Grayston Drive, Sandion, 2196, Johamnesturg
Tel.: +27-10 007 1127 Fax: +27-86 590 7734
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2.2 Updated Locomotive Price Proposal

Based on the above-mentioned offer from TE and according to technlcal proposal,
negotiated terms and conditions with Transnet Freight Rail, CSR E-Loco Supply
(Pty) Lid. would like to provide TFR with following updated price.

The base price of each new electric focomotive with Co-Co bogie configuration,
excluding VAT, hedging cost and escalation is as following. The updated prices are
based on our technical proposal and negotiation terms from 4™ February 2014 to
20" February 2014, especially 10% of advance payment and TE production ramp
up to 12 locos per month at the peak.

Compared with the Option 1, Transnet Engineering requested to add assembly of
wheelset, traction motor, HV cubicle and LV cubicle into its scope of supply. These
components are high-tech and safety critical for locomotive. According to the
current capacity, capability and resource of TE, even if CSR ZELC ftransfers
technology of the mentioned components to TE properly, there are huge risk for the
delivery schedule and quality of locomotives. in this case, CSR E-Loco Supply (Pty}
Ltd should not get any penalty from TFR regarding the delay of delivery schedule,
non-conformity of quality, reliability and availability of the locomotives, which are
caused by manufacturing and assembly of these components by TE.

And CSR E-Loco Supply (Pty) Ltd will reserve the right to claim for compensation,
which caused by manufacturing and assembly of these components by TE.

CSR E-Loco Supply (Pty) Ltd commits to realize the localization target in our Bid
Response Documents. CSR E-Loco Supply (Pty) Ltd would like to achieve the
commitment through the following solutions:

® manufactured by the local subsidiaries of CSR ZELC, or

® manufactured by the joint venture established by CSR ZELC and local partners,
or

e ) ® cooperatively manufactured by the local suppliers

CSR ZELC would like to cooperate with TE to manufacture and assembly thess
components in one of above-mentioned way, in the condition that TE has obviously
improved the quality management system, manufacturing capability and capacity,
procurement and supplier management, human resource and production process.

Regletration Mo.: 2012412805107 B T T pagenof1e’ T AT ]
VAT Mo.: 4850281837 aﬁﬁcjgf&ﬁﬁn‘fﬁ
Address: 1% Figor, China Construction Bank Building,

B5 Grayston Orive, Sarflon, 2198, Johannesburg
TFel.c +27-10 007 1127 Fax: +27-88 888 770
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3 Break Pricing

Tender TFRAC-HO-8608 requires ‘break pricing’ in the event that the Locomotive
acquisition program or any part thereof is terminated prior to its anticipated completion.
The table below indicates the ‘cancelation costs' that will be invoiced should termination
take place at the break points provided by TFR Tender TFRAC-HO-8608.. CSR E-Loco
Supply (Pty) Ltd calculated break pricing at intervals indicated in the table that follows.

Table 5 Breaking Price o

B@ak poimlv::dellvered Cancellation costs _

40 Locomotives R 548,?20.697.40':
90 Locomotives il - ____R477,012,876.06
140 Locomotives ~ R349,185897.04
_R 190,000,000.00

190 Locomotives

R 72,331,367.35
R 12,193,615.00]
R6,600,000.00

290 Locomotives

340 Looomohves
._ 400 Looomotwes

Note:

1. This break cost is calculated based on the influence of breaking on the amortization of
design cost, human resource reservation, financial amortization cost and others. The
breaking price dossn't include any profit of CSR E-Loco Supply (Pty) Ltd.

2. This cancelation cost will be levied strictly at break points set out in the Table 5 above,

3. The above breaking price assumes that CSR E-Loco Supply (Pty) Ltd will be able to
liquidate any material components procured for locomotive supply prior to notice of
cancellation (due no fault of CSR E-Loco Supply (Pty) Ltd). This means the notice
period has been assumed tc be sufficient to complete the manufacture of the relevant
locomotives and to accommodate their acceptance by TFR.

4 Capital Spares and Warranty Spares

CSR E-Loco Supply (Pty) Lid has updated the price of capital spare parts, which is
effective before end of 2015. The price will be escalated in the future according to the
CPI index of South African. The quantity of the spare parts wili be determined during
design review and finalized after design frozen.

Table 6 Unit Price of Capltal Spares

' " The unit price of acqu:sition
L __ Component |._..  before end of 2015__
| Main Transformer | R2,333, 084 67
| Main Transformer Cooling Tower 7 R907,310.71
Ropueston o orzaiosiny L e TR BE
VAT No.: 4850261537 CSR E-Focjg ﬂlﬁ?ﬂ%ﬂ L'I‘?

Addresa: 1 Floor, Chins Construction Bank Bulkding,
§5 Grayston Drive, Sandton, 2 198, Joh washirg
Tel.; «27-10 DOT 1127 Fau: +27-8F 599 7734
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| The unit price of acquisition |

| S— mponent e | . before end.of 2015
Pantograph 1 T TRY40,800.56
Vacuum Circuit Breaker | R253,106.18
"Power Converting Cubicles - %;isé;ﬁﬁ{so
Low Voltage Cubicle R1,114,183.68 :
Control Sysiem Components _ — R1,345,984.31

[ Brake Resistor Towéonmplete —_ R435,938.63

| Traction Motor complete with Pinion R725,848.56

?'Frec.tlon Motor Blower assembly R 9496468
Air Equipment Frame £ L R801 ,9493 5
Main Alr Compressor Assermbly T ™ " R472,485.69 |
| Tk, A —— R5,545,860.22
Wheelsets complete with gear whesls (including ' '
wheels, axle, gear and cannon box, excluding R771,897.57
traction motor, axie box and gear box) ik o

HV voltage transformer " R160,723.61 |
‘Main converter module "5'8:69,00'2'.10 i

. Auxiliary oonverter module T R803,1 73.‘22l
Control power supply c_apugﬂei I  R492,540.10°
Praft gear o ' - _ R”131,036._22"'_

[ Air condftioner set - el R209,646.48

5 Hedging Cost
The above-mentioned price is based on the exchange rate 1 USD = 9.1508 South
African Rand, and 1 Euro = 11.9304 South African Rand, which is referred from South
African Reserve Bank on 26% April 2013.

Based on our calculation, about 55% of the Bid price is South Africa Rand, and about 45%
of the Bid Price is US dollars. The exchange rate between US dollars and South Africa
Rand is about 10.9 on 17t February 2014.

According to proposal from Bank, the hedging cost will be as follows, which is based on
the initial exchange rate 10.9. This information is just for TFR’s reference.

 Table 7 Hedging Cost Provided by Bank

Period Forward Hedging Cost | Requm;d Cred!t Ratio
1¢t Year 11.90 7.3% 20%
2 Year 12.78 _15.24% 30%
39 Year 13.67 2326% | 35%
mmlm No; _zm_m;ans..lbr - ;-.-'_:__-'_ . —. -".:’- “nin -“-Bé'" ;,;‘13 e il _F."--"“‘/-tm- =
VAT No.: 4850261837 gﬂ%?ﬂ‘.’g SUPPLY le‘;.T?

Address: 1* Floor, China Constnuclion Bank Bullding,
85 Graygton Orive, Sandton, 2196, Johannesbury
Tal: +27-10 007 1127 Fax: +27-05 399 7734
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Period Forward Hedging Cost Required Credlt Ratlo
4" Year 1456 | 31.20% | 0%
5" Year 15.44 922% .. .. 4!-_59&;.::_.4. _J

6 Delivery Schedule
_ Tables8 Proposed Delivery Schedule

201472015 2015!201-6 201622017 |\ 201722018 | 201812019 [Total]
L csR| TE 'csnf .TE [osR| TE [csr| TE |
o TG - oy
o Y SR =
July s 12 12 12
August | 2 12 12 12 |
] Septemberw 8 12 12 12 ’t
October 10 | 2 12 12 12
INovember {10] 5 12 12 12
December [ (10]s 10 10 ™
Lanuary 9 12 12 2
[February 12 12 12
March 12 |12 12
Subtotal | 4 (48 0 1421 o | 142 | o | 108 |80
Note: r | -

a) The above-mentioned delivery scheduie is based on that the Contract will come into
effectiveness on 13t April 2014.
b) The defivery date is the acceptance date.

¢} CSR E-Loco Supply (Pty) Ltd will provide CKD components for the first 15
locomotives delivered by Transnet Engineering.

d) 240 sets of Co-Co electric locomotives will be delivered before end of April 2017,

) 300 sets of Co-Co electric iocomotives will be delivered before end of September
2017.

f) 360 sets of Co-Co electric locomotives will be deliverad before end of February

R B T e ERE
VAT No.: 4850261837 éﬁéﬂfmajgf&ﬁl\"ﬁ[EYﬁE
Address: 1 Flagr, Chine Consiustion Bank Building,

95 Grayston Drive, Sandion, 2148, Joh by

Tel.; +27-10 007 1127 Fax: +27-88 558 7T
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g) 420 sets of Co-Co electric locomotives will be delivered before end of July 2018,
h) 480 sets of Co-Co electric locomotives will be delivered before end of January 2019

7  Deferral of Dellvery Schedule

According to the requirements provided by TFR expert regarding the cost of holding the
locomotive, CSR E-Loco Supply (Pty) Ltd would like to provide the following response
for holding the locomotives manufactured in China based on the good cooperation
between Transnet Freight Rail and CSR E-Loco Supply {Pty) Ltd.:

a) if TFR asks CSR E-Loco Supply (Pty) Ltd. to keep them for less than 3 months,
CSR E-Loco Supply (Pty) Ltd. will keep these locomotives for free,

b) if TFR asks CSR E-Loco Supply (Pty) Ltd. to keep them for more than 3 months but
less than € months, CSR E-Loco Supply (Pty) Ltd. will keep the locomotives based
on the cost of 1% per month per locomotive contract price.

¢) if TFR asks CSR E-Loco Supply {Pty) Ltd. to keep them for more than 6 menths but
less than 12 months, CSR E-Loco Supply (Pty) Ltd. will keep the locomotives based
on the cost of 1.5% per month per locomotive contract price,

d) if TFR asks CSR E-Loco Supply (Pty) Ltd. to keep them for more than 12 months
but less than 24 months, CSR E-Loco Supply (Pty) Ltd. will keep the locomotives
based on the cost of 2% per month per locomotive contract price.

e) If TFR asks CSR E-Loco Supply (Pty) Ltd. to keep them for more than two year,
these locomotive should be treated as delivered, and TFR should pay the

locomotive to CSR E-Loco Supply (Pty) Lid.

Note: The above cost is based on the cost for occupation of funds, site fee, insurance
fee, security fee and others.

Regarding the locomotives manufactured and assembled by Transnet Engineering in
South Africa, it will be a fixed rate of RS0 000 000 per month for each month that

production is interrupted based on TE's updated offer.

8 Extended Warranty

According to the requirements of draft Contract, CSR E-Loco Supply (Pty) Ltd wil
provide TFR with the warranty for two years after the locomotive is accepted by TFR.
Based on the calculation of CSR E-Loco Supply (Pty) Ltd., the cost for warranty
extension of locomotive is as follows:

Regisietion No: 201212808107 ) Page 13 of 16 T ,ﬁ*mﬁm$ﬁ E ﬁﬁ

VAT No. 4860261837 CSR E-LOCO SUPPLY (PTY) LTD

Address: " Floor, China Consiruction Benk Buliding, .
95 Grayston Drive, Sandion, 2198, Jaharnesburg

Tols 42710 007 1427 Fax: +27.86.599 7734
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80% of each contract locomotive exciudmg VAT will be paid after the Iocomotlve Is

accepted.

® 5% of the contract locomotive value will be paid after the reliability target is
achieved.

® 5% of the contract locomotive value will be paid after the availability target is
achieved.

100% payment is required upon completion of each work and to be paid within 10
Business Days after receipt of the Tax Invoice.

12 Local Content and Supplier Development

CSR E-Loco Supply (Pty) Ltd will consider manufacturing most of locomotives in South
Africa based on its technology transfer in 20E locomotives project. The local content of
the whole project will achieve 65.3% based on Co-Co locomotive according fo our Bid

Response Documents.
According to the calculation, the local content phase will be as follows:
_Table 14 Local Content Commitment

Delivery Period | 2015/2016 | 2016/2017 | 2017/2018 | 20182019
68.00% | 75.00%

| Locat content 61.50% 64.00%

Thank you very much.,

Director of CSR E-Loco Supply (Pty) Ltd.

S e e e et e e )
Registration No.: 2012/ 28051/07 Pago 160818

VAT No.: 4050261837
Address: 19 Floor, China Construction Bank Building, CSR E-LOCO 5'-“'"'-7 PTV)LTD.

85 Grayston Drive, Sandton, 2196, Johannestiurg
Tol: +27-10 007 127 Fax; +27-86 599 7734
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N THE JUDICIAL COMMISSION OF INQUIRY INTO ALLEGATIONS OF STATE
CAPTURE, CORRUPTION AND FRAUD IN THE PUBLIC SECTOR, INCLUDING ORGANS
OF STATE (“THE COMMISSION")

WITNESS STATEMENT OF YOUSUF ISMAIL LAHER

I, the undersigned,
Yousuf Ismail Laher
do hereby state that:
1. | was previously requested in February 2019 by the Commission to provide a statement

in respect of the procurement and evaluation processes followed by Transnet in the
awarding of certain high value tenders to specific entities where | was personaliy

involved in such processes.

2. lwas also advised by the commission that | would testify and present my evidence before

the commission on the 28" of May 2019.

3.  Subsequently, due to evidence that Mr Callard presented to the commission, | was

advised on the 24™ of May that | would no longer be required to present my evidence to

the commission.

4. | was provided with a rule 3.3 notice by the Commission on the 21% of May.,
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From a review of Mr Callards witness statement and the annexures provided by the
commission, | wish to provide the commission with additional information that | believe
will provide context to the statements or allegations made by Mr Caliard and will eliminate

confusion, misunderstanding and unintended inferences.

Therefore, | intend to request permission in terms of rule 3.3. to present evidencs to the
commission, both verbal and by way of a written submission. | also intend to request
permission to present the evidence per my original statement to the commission dated
15 April 2019 as | belisve that the evidence | present will add value to the commission

and will shed further light on the 1064 locomotive and 100 locomotive transactions.

In the meantime | would like fo apply for an extension to submit my application and

statement later than the 14 days as directed in the rule 3.3. notice served upon me.

The reason for my request for an extension is because | would like to take legal
counsel, however my legal counsel is travelfing overseas presently and will only be
back after the 6th of June 2019. | would therefore like to request an extension to

Tuesday the 18th of June if that's possible. | will submit earier if | can.

Per advice given to me by Ms Shannon Van Vuuren from the Commission, | will

request for condonation for iate filing when 1 submit my application and statement.

Your favourable consideration of my request for an extension would be appreciated.

Yousuf Ismail Laher
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Yousuf Laher Transnet Freight Rail JHB —
From: Yousuf Laher Transnet Freight Rail JHB
Sent: 30 October 2017 09:54 AM
To: Lindiwe Mdletshe Transnet Freight Rail JHB
Cc: Nkululeko Sibiya Transnet Freight Rail JHB; Thamsanqa Jiyane Transnet

Engineering KPK; "Harold Jacobs’; 'Thandi Tshabalala'
Subject: Info request from Werksmans

Dear Lindiwe, [ got a call from Harold this morning.

He Is requesting a soft copy of the finance CFET report, which you agreed to make available to him at last Fridays
meeting.

Please can you make arrangements accordingly.

Regards

)
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TRANSNET

r

Styabonga Gama, Group Chiaf Exeastive

Our Ref No: SG/22047

The Cross Functional Evaluation Team
Transnet Freight Rail

15 Girton Road

Parktown

JOHANNESBURG

2001

Dear Member

b REQUEST FOR THE 1064 LOCOMOTIVES CROSS FUNCTIONAL EVALUATION TEAM TO
PROVIDE SUPPORT IN CLARIFYING ISSUES PERTAINING TO THE EVALUATIONS
CONDUCTED FOR THE ACQUISITION OF THE LOCOMOTIVES

As you may be aware that there has been a number of media reports published to the general
public around the procurement of 1064 Diese! and Electric locomotives for the General Freight
Business. In response to the matter, the Transnet Board has tasked a dedicated sub-committee
with the assistance of Werksmans Attorneys to oversee the investigations which must be
concluded with utmost urgency.

To the extent that you were part of the evaluation team in specific stages of the procurement
process, you might be required to make time available to provide assistance to the investigators
by dlarifying certain areas of the evaluations which were conducted at the time. Mr Jiyane who
was the TFR Lead at the time has been tasked with responsibility to coordinate efforts regards to
making the documents available to the investigators.

Mr Jiyane will be in contact with you to introduce the process and also answer some of the
questions you may have,

P.O. Box 72801
Parkview, Johannesburg
Sauth Africa, 2122

T +27 11 308 2309

F +27 11 308 2315

Directors: LC Mabaso (Chairperson) S1 Gama* (Group Chief Executive) Y Forbes GJ Mahlalola PER Malhekga ZA Magdee VM Nkenyana BG Stagman Wi, lransnet nat
Gif Pita* {Chief Financial Officer)
*Exettive

Group Company Secratary: NE Khumato
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Yousuf Laher Transnet Freight Rail JHB

From: Nkululeko Sibiya Transnet Freight Rail JHB

Sent: 29 lanuary 2018 11:43 AM

To: Nomfuyo Galeni Transnet Freight Rail JHB

Cc: Yousuf Laher Transnet Freight Rail JHB

Subject: RE: 1064 Locomotives - Local Content Committed Percentages
Hi Nomfuyo

It was a request from Yousuf on behalf of Francis since he is busy with the business case.
Regards

Nkululeko

. From: Nomfuyo Galeni Transnet Freight Rail JHB
“Ment: 29 January 2018 11:41 AM

- fo: Nkululeko Sibiya Transnet Freight Rail JHB <Nkululeko.Sibiya@transnet.net>
Cc: Yousuf Laher Transnet Freight Rail JHB <Yousuf Laher@transnet.net>
Subject: Re: 1064 Locomotives - Local Content Committed Percentages

Where did the question emanate from .??
Sent from my iPad

On 29 Jan 2018, at 11:35 AM, Nkululeko Sibiya Transnet Freight Rail JHB <Nkululeko.Sibiva @transhetinet> wrote:
Good morning Yousuf
I hope this email finds you well.
Kindly refer to the requested Local Content information below:

) GE =55.74%
CNR = 55.00%
CSR = 60.52%
BT = 60.1%

Kind regards

Nkululeko Sibiya
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Yousuf Laher Transnet Freight Rail JHB _

From: Orla Murphy <omurphy@werksmans.com>
Sent: 26 October 2017 06:53 PM
To: Lindiwe Mdletshe Transnet Freight Rail JHB
H Thamsanga Jiyane Transnet Engineering KPK; Harold Jacobs; Thandi

Tshabalala; Adele Richards; Garry Pita Transnet Corporate JHB; Yousuf Laher
Transnet Freight Rail fHB
Subject: RE: Acquisition of 1064 Lecomotives [IWOV-Litigation.FID385171]

Tls email and Its athchmem are private, confidential, may be subject to legal professional privilege and are only for the
e of the intended recipient.

Dear Lindiwe

We refer to our trailing email and would appreciate your acknowledgment and confirmation that the
documentation requested is availabie for collection.

Kind Regards

2 R— Orla Murphy
Candidate Attomey
T: +27 11 5358127 | F: +27 11 535 8717 | gm

Werksmans Attorneys

i 155 5th Street, Sandton, Johannesburg, 2196

! Private Bag 10015, Sandton, 2146, South Africa

T: +27 11 535 8000 | F: +27 11 535 8600 | wivviwerkl

13

I/;rom: Orla Murphy

Sent; 26 October 2017 09:05 AM

To: Lindiwe Mdletshe Transnet Freight Rail JHB <Lindiwe.Mdletshe@transnet.net>

Cc: 'Thamsanqa Jiyane@transnet.net' <Thamsanqa.Jiyane@transnet.net>; Harold Jacobs
<Hlacobs@werksmans.com>; Thandi Tshabalala <ttshabalala@werksmans.com>; Adele Richards
<arichards@werksmans.com>

Subject: Acquisition of 1064 Locomotives [IWOV-Litigation.FID385171]

Dear Lindiwe
1. The email below refers, Kindly confirm when we can cellect items 3 and 4.
2. Kindly also provide all documentation including but not limited to all memoranda, submissions
and minutes that served before the Steering Comitee on the 12* of December 2013. For your
ease of reference we attach an attendance register of the meeting.

3. We note that the RFP Part 2 states the following;
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Yousuf Laher Transnet Freiaht Rail JHB

From: Yousuf Laher Transnet Freight Rail JHB

Sent: 30 May 2016 0355 PM

To: Lindiwe Mdietshe Transnet Freight Rail JHB

Ce: Abdool Lutchka Transnet Freight Rail JHB; Abendran Govender
{AbendranG@sng.za.com); Mohammed Moola  Transnet Freight Rail JHB

Subject: FW: LSS Training Contracts

Hi Lindiwe, refer below, please can you provide a copy of the CSDP contract with GE to our external auditors.

They require this in order to provide a technical opinion in terms of whether the training costs are capitalisable from
an accounting perspective.

Ben — please can you contact Lindiwe on 083 268 3365 to collect a hard copy of the contract, which you will have to
sign for,

Rest Regards
)JI.ISI.I'F Laher CA{SA})

Fromm: Mohammed Moola Transnet Freight Rail JHB
Sent: 30 May 2016 03:47 PM

To: Yousuf Laher Transnet Freight Rail JHB
Subject: FW: LSS Training Contracts

Sim Yousuf,
Please can you get the CSDP contract from SCS — Ben wants it as well,

regards

From: Abendran Govender [m

Sent: 30 May 2016 12:40 PM

To: Mohammed Moola Transnet Freight Rail JHB
Subject: RE: LSS Training Contracts

,hanks, do you also have a copy of this agreement, as | only have the locomotive execution contract copy only.

Abendran Govender
Senior Manager

T: +27(11) 231 0600 | M: +27 (83) 500 8584

20 Morris Street East, Woodmead, 2191;
P.O. Box 2939, Saxonwold, 2132
WWW.SNg.za.com

SizweNtsalubaGobodo E

AUDIT« ADVISORY « FORENSICS A

OPPORTUNITY. EXCEEDED,

From: Mohammed Moola Transnet Freight Rail JHB [mailto:Moha
Sent: 30 May 2016 12:43 PM )



YL-RESP-202
VCzs




ANNEXURE B

YL-RESP-203

NL 2%

The table below indicates the items that were added or deducted to the base price as.

submitted by the bidders In order to normalise the price of the locomotive for evaluation
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Annexure E
Reconciliation of price
The following table provides a reconciliation between the submitted bid prices to the fina

evaluated prices, highlighting the impact of each change to the final price used for
evaluation:

Prioe: per k00 s submitted by bidder ! -g..;m N300 39906949 31358000 29 830 000

Add; Addtonal bems to balhn back to nmexwe F IRMe5 600 1165645 . %08 809401
Spechl oy 3] MW w7 E‘%—“W
Enginearing suppart 3

Caphal Spares H1240] 4298 es5e8|  swsw| sorse
Consumables 45302 | 717 !
Spares hollig 7405 190300 25334 8 150 24 %
Sehup oost : ') 15025

Tnsurance _

Rounding

Fone: Hedpng

Pre per beo submitted as per annex F (captal acquistion cost)

Adfustments to normalse:

Deduct Schedue B caphal spares H%  AR8 19134 - 239%
Decuct Forex hedghg o L2376 - -

b Total 1 (Price excluding impact of hedgingend escalations) 31506348 34893359 41053481 3205 720° 306650
Add Optiers 1266001 1262187 316578 1303041 21256
S Total 2 (Prios with Options included) NIIH KI5 WAIIN BB R
¥mpact of Ra-besing (foreign exchange movemants) 1966587 20MDGA3  20R2677 473190 907 951
Sub Total 3 (Fetal prics befora TE adjustment) AT BEGIB %A% WIS D O50
Tmpac of not ushg TE 25 the mah sub-cantractor 1905564 3460000 . . .

—_— e

Price used fur evakiation 31833838 SA710180 46301906 38091755 BR300
i
Ny . -
hY Y
5 e
201.3/12/10 11:37 AM CONFIDENTIAL V pageatofae
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Transnet Freight Rail JHB

Yousuf Laher
=

From;
Sent:
To:
Ce:

Subject
Attaclments:

YL-RESP-206
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Yousuf Laher Transnet Freight Rail JHB

21 March 2014 11:09 AM

Francis Caftard Transnet Freight Rail JHB (Francis.Callard @transnet.net)
Johan Bouwer Transnet Freight Rail JHB; Nomfuyo Galeni  Transnet Freight
Rail JHB

Memo prepared for 1064

Memo to BADC inc in ETC on 1064 tocos for 19 Mar 2014.doc

Hi Frantis, herewith the 1064 memo prepared by Niresh, which | updated with Yusuf Mohammed yesterday.

Please tonfirm that the NPV is still positive,

Also please confirm IRR..

Please
Jdest Regards

Yousuf Laher CA {SA}
Transnet Frelght Rall
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Transne SOC Lud Carlton Centre P.O. Box 72501 TRAN
Registrition 150 Commissioner Parkview SNErFT
Humber Str. Johannesburg  South Africa, 2122
1990/009900/30 2001 T 427 11 308 2526 W
F +27 11 308 2312
MEMORANDUM

Www . transnet, net

To: Board Acquisitions and Disposals Committee (BADC)

From: Brian Molefe, Group Chlef Executive

SUBJECT: INCREASE IN ESTIMATED TOTAL COST OF THE ACQUISITION OF
1064 LOCOMOTIVES FOR FREIGHT RAIL'S GENERAL FREIGHT BUSINESS

PURPOSE:

1. The purpose of this memo is to request the Board Acquisitions and Disposals
Committee (BADC) to recommend an increase in estimated total cost (ETC) for the
acquisition of 1064 locomotives for Transnet Freight Rail's {TFR's) General Freight
Business from R38,6 billion to R54.5 billion, to the Board of Directors for approval.

BACKGROUND:

2. The acquisition of 1064 Locomotives for GFB was approved by the Shareholder
Minister (Department of Public Enterprises) on 3 august 2013.

3. The rationale for the investment is essentially to increase capacity of GFB from 80mt
to 180mt. ’ i

DISCUSSION:

4, The estimates and assumptions on which the 1064 business case is premised have
fundamentally changed since approval was obtained from the Shareholder in August
2013. The business case itself was prepared long before lodgement with the
Shareholder as it required processing through the TFR Investment Committee
(TFRIC), Transnet Group CAPIC, Transnet Group Exco, BADC and the Transnet
Board. Development of the business case took close to 24 months. A number of
parameters having materially changed between the dates of approval of the
investment and contract negotiation. These include:

a. Foreign exchange rates. The rand has depreciated significantly over the past 24
months against the US Dollar (approximately 40%). The spot rate of exchange
used in the business case to calculate the base price of the locomoative was 9.13
Rand to the US Dollar, as compared to the spot exchange rate as at contract
signature date of 10.72 Rand to the US Dollar. This has impacted the expected
price of the locomotive as per the business case and ultimately the Estimated
Total Cost (ETC) as approved by the board by approximately 17 %. It should
also be considered that during the negotiation process the Rand was impacted
by the possibility of war in the Ukraine which resulted in Transnet taking the
view that the Rand should be fixed at current levels and negotiations and
contracting should be speedily concluded.

1
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b. Labour cost increase. The cost of labour required to buiid the locomotives have
increased locally within South Afiica and globally over this pericd. Local labour
will predominantly be utilised for the assembly of the locomotives as part of the
localisation imperatives contained in the procurement strategy for this
acquisition.

c. Material cost increase. A significant component of the locomotive is steel. The
price of steel Is firstly impacted by the steel commodity price of which the
trading currency is in US Dollars and secondly thereby foreign exchange.
deterioration as well. The local index for hot rolled steel plates has deteriorated
by approximately 12 % since December 2012, which is indicative of the level of
increase in the price of steel.

d. Inflation. Local Producer Price Index (PPI) has increased by over 7.5 % since
December 2012 thereby affecting the price of locally sourced products required
for the build of the locomotives. Foreign equivalent indices also increased over
this period. This together with the foreign exchange deterioration indicated
above has resulted in the price of imported components for this project
increasing.

e. Economic forecasts indicate that this upward trend wili continue over the next
few years. As the price negotiations were premised on the basis of fixing the
price for these locomotives and making bidders responsibie for inflation linked
escalation risk, bidders have built a risk premium into their pricing for forward
looking inflation, to cater for the unpredictable nature of the labour
environment within South Africa.

5. The Transnet Board approved Estimated Total Cost (ETC) for 1064 locomotives of R
38.6 miillion, excluded the costs of future inflationary escalations and foreign
exchange hedging costs. In order to mitigate against the tisk that the cost of
forward looking inflation and any change in spot exchange rates will materially impact
the price of the locomotive over the delivery period, it has been agreed with bidders
that the cost of escalation tinked to forward looking inflation and cost of hedging
against changes in spot exchange rates is included in the price of the locomotive as
detailed i.e. escalation risk and foreign exchange risk for Transnet is removed as the
cost of escalation and foreign exchange hedging is now incfuded in the price and the
price is not subject to a change in inflation related escalation indices or changes to
the spot exchange rate. The cost to mitigate this risk amounts to R 9.5 billion for
1064 locomotives.

6. As approved by the Transnet Board the preferred bidders were advised that the batch
size has been split on a 50/50 basis for the Diesels and a 60/40 basis for the electrics,
amongst them, This was done to mitigate the MDS risk related to volumes as well as
to ensure accelerated on time delivery of the locomotives. As a result, the fixed costs
related to setting up the production line would have to be recouped over a smaller
batch. This resulted in an increase in the cost per locomotive. Although the cost per
locomotive would have increased, an overall saving is realised due to splitting the
batch, because of the saving made on future escalations and hedging costs as a
result of a shorter delivery period.

7. The final agreed locomotive price was influenced by the above factors as well as the
outcome of the negotiation process.

Memo 1o BADC to increase ETC of 1064 locos for GFB
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8. The business need and rationale remains as originally indicated in the submission.
The financial models for the Business case have been updated for the following and is
still NPV positive:

a. Final pricing
b. Revised cash flow profile for the cepital investments
c. Commensurate changes 1o the volume ramp up and tariff increases on

commodities that are priced relative to the investment outlay.

BUDGET IMPLICATIONS:

9, The investment is incuded in the 2014/15 seven year capital investment plan,
however changes between the contracted delivery schedule and planned cash flows
for the investment will be accommaodated through a prioritisation process such that
other investments which do not impact MDS volume targets will be deferred so that
Transnet's key affordability limits (gearing and cash interest cover) are not breached.

10. The difference between the 2014/15 seven year investment plan and the projected
cash flows based on the supplier agreements with contractors with an additional ~10
% added for options, variation orders, special tooling, test equipment, initial spares
and capital spares, is illustrated in the table below:

year investment plan contained in the Corporate Plan (original approval was R38,6
billion), however not to the extent as reflected above based on the of the cutcomes
of the negotiation process.

Memo to BADC to increase ETC of 1064 locos for GFB

—_ B ______Rand million_ L —
ETC '13/14 | 14/15 | 15/16 | 16/17 |.17/18 | 18/19 |19/20 |20/21
Budget per | 41468 | - 315 '4188:|" 8344 9123 9420| 8382 1696
Corporate
Plan . .. { -
Contracted 49 547 |
Add 10 % 4955 | ™ J |
Expected. 54502 | 4824 5296 | 1667 12489 | 19638 5733| 4955
| Difference | (13034) [.(4824) | (4981)| 2360 (4415) | (34660) | 3687 | 34277 = 169
11. The change in the ETC of the project was also updated to R 41 468 million in the 7




RECOMMENDATION:
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12, It is recommended that the Board Acquisitions and Disposals Committee
recormmmends the increase in estimated total cost (ETC) of acquisition of the 1064
locomotives for Freight Rail's General Freight Business from R38,6 billion to R54,5

billion to the Board of Directors for approval.

Recommended by:

Anoj Singh
Group Chief Financial Officer
Date:

Recommended by:

Siyabonga Gama .
TFR CE
Date:

Recommended by:

i olele
Group Chief Executive
Date:

Memo to BADC to increase ETC of 1064 locos for GFB
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YousufLaher  Transnet Freight Rail JHB

From: Yousuf Laher Transnet Freight Rail JHB

Sent: 15 Aprit 2014 10:27 AM

To: Francis Callard Transnet Freight Rail JHB (Francis.Callard@transnet.net)
Subject: RE: Memo BADC ing in ETC on 100 Class 19E locos 11 April

AttachiMents: Memo BADC inc in ETC on 100 Class 19F locos 11 April 2014.doc

HI Franck, the cashflows were incorrect on the version | sent you. Please use cashflows per attached version.

Best Regirds

Yousuf LaberCa, {SA)
Transnet Fréght Rail

From: Yousuf Laher Transnet Freight Rail JHB

Sent: 15 April 2014 09:34 AM

To: Francis Callard Transnet Freight Rail JHB (Francis.Callard@transnet.net)
Subject: FW: Memo BADC inc in ETC on 100 Class 19E locos 11 April

Hi Frandls, refer attached regarding the NPV calculation, as discussed.

Best Regards

Yousuf Laher CA [SA)
Transnat Freight Rall

From: Yousuf Laher Transnet Freight Rail JHB

Sant: 11 April 2014 07.16 PM

To: Ancj Singh Corporate JHB

Cc: Siyvabonga Gama Transnet Frelght Rail JHB; Thamsanga Jiyane Transnet Freight Rail JHB; Yusuf Mahomed
. Transnet Corporate JHB . ) "

Subject: RE: Memo BADC inc in ETC on 100 Class 19E locos 11 April

Dear Anoj, | have updated the memo for the 100 electrics as requested.

The yellow parts must be completed by Francis Callard. i have requested that he furnishes the required information.
Please can you check the background and history for accuracy as 1 was not involved at that stage.

Yusuf — please can you print for Anoj.

PBest Regards

Yousuf Laher CA (SA)
Transnet Freight Rall

From: Yusuf Mahomed Transnet Corporate JHB

Sent: 11 April 2014 03:08 PM

To: Yousuf Laher Transnet Freight Rail JHB

Subject: FW: Memo BADC inc in ETC on 100 Class 19E locos or ECL 19 Mar 2014

From: Thato Dube Transnet Corporate JHB
Sent: 11 Aprif 2014 12:37 PM
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To: Yuisif Mahomed Transnet Corporate JHB
Subje<t: Memo BADC inc in ETC on 100 Class 19E locos or ECL 19 Mar 2014

Hi Yusef
Please ste attached is the correct updated one.

Kind R€gards
Thato
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Transnet SX L1d Carlton Centre P.0. Box 72501 TRAN
Registration 150 commissioner Parkview SNETT
Munber S$tr. Johannesburg South Africa, 2122
1930/000%0/30 2001 T +27 11 306 2526 \ /
F +27 11 308 2312
MEMORANDUM

Www.transnet.net

To: Board Acquisitions and Disposals Committee (BADC)
From: Brian Molefe, Group Chief Executive
SUBJECT: INCREASE IN ESTIMATED TOTAL COST OF THE ACQUISITION OF

100 CLASS 19E DUAL VOLTAGE ELECTRIC LOCOMOTIVES FOR THE EXPORT
COAL LINE

PURPOSE:

1. The purpose of this memo is to request the Board Acquisitions and Disposals
Committee to recommend an increase In the estimated total cost (ETC) for the
acquisition of 100 Class 19E Dual Voltage Electric Locomotives for the Export Coal
Line from R3,871 billion to R4,840 billien, to the Board of Directors for approval.

BACKGROUND:

2. The acquisition of 100 Class 19E Dual Voltage Locomotives was approved by the
Board of Directors on 24 January 2014.

3. The rationale for the investment is éssentially to mitigate against the shortfall on MDS ~
volumes anticipated due to tractive capacity shortage as a result of the delivery on
the 1064 programme taking longer than expected.

4, The locomotives are destined for the Export Coal Line but will result in existing Coal
Line locomotives being cascaded to the General Freight Business and will be deployed
until such time that the 1064 locomotive contract starts to produce locomotives
where after the cascaded locomotives will be run out.

ECONOMIC AND OTHER FACTORS THAT HAVE IMPACTED THE PRICE:

5. The submission prepared for the 24 January 2014 BADC and Board meetings were
based on economic estimates obtained in May 2013. 10 months have elapsed since
the initial calculations resulting in @ number of parameters having materially changed
between the dates of preparing the calculations and contract negotiation. These are
summarised in the table below:
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Table 1:

RandtotheYen 0.09823 0.10878| 10.74%

Local CPI _ . 100%| 105.10%! 5.10%|**
Local Hot roled Steel plates Index .100%| . 110.80%] 10.80%/**
local PPl . . . C100%) ~ 106.40% _6.40%|**
Chinese Equivalent CPI index 100% 102.50%|. 2.50% **
US Equivalent CPI index _.100% 101.33%)|! 1.33%|**
Euro Equivalent CPI index — - "100%! ©  102.08%|. 2.08%)**
Japanese Equivalent CPI index o 100% 101.34%| 1.34%]**
* Index movements calculated from May 13 to Mar 14 B R __

. Foreign exchange rates: The rand has depreciated by 10.74 % against the
Japanese Yen. This has impacted the expected price of the locomotive as per
the business case and ultimately the Estimated Total Cost (ETC) as approved by
the board by approximately 10.74 %. It should also be considered that during
the negotiation process the Rand was impacted by the possibility of war in the
Ukralne which resulted in Transnet taking the view that the Rand should be
fixed at current levels and negotiations and contracting should be speedily
concluded.

. Labour cost increase: During the May 2013 to March 2014 period the cost of
labour increased in South Africa and globally. Local labour will be utillsed for the
assembly as part of the localisation imperatives contained in the procurement
strategy for the acquisition.

. Materlal cost increase: A significant component of the locomotive is steel which
is firstly impacted by the steel commodity price of which the trading currency is
in US Dollars. The local hot rolled steel plates index increased by 10.8 % over
the period.

. Inflation. Local Producer Price Index Increase on average by 6.4 % over the
period affecting locally sourced scope of the project. Foreign equivalent indices
increased on average by about 1.3 % to 2.5 % over the same period, This
together with the foreign exchange deterioration indicated above resulted in the
import component of the project increasing.

. Economic forecasts indicate that the upward trend will continue over the next
few years and as the price would be agreed on a fixed basis, the bidder
incorporated all these factors into calculations when agreeing to a price.

. The Overall impact on the locomotive price due to the change in economic
conditions is summarised in the table 2 below:

Memo to BADC to increase ETC of 100 Electric Locomotives
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6. In order to mitigate against the risk that changes to spot foreign exchange rate will
materially impact the price of the locomotive over delivery period, it has been agreed
with the bidder that this risk would remain on their balance sheet. It was also agreed
that the bidder would be responsible for hedging the foreign exchange exposure,
The cost of foreign exchange hedging is included in the price of the locomotive as
detalled in table 2 below, i.e. foreign exchange risk and hedging risk for TFR is
removed as the cost of hedging is now Included In the price and the price is not
subject to a change in forelgn exchange rates. Bidders are also now responsible for
the costs related to the maintenance and rolling of hedges should delays in delivery
be experienced. The premium paid per locomotive to fix this foreign exchange
hedging cost into the price is reflected below:

. In order to mitigate against the risk that the cost of forward looking Inflation will
materially impact the price of the locomotive over the delivery period, it has been
agreed with the bidder that the cost of escalation linked to forward looking inflation is
included in the price of the locomotive as detailed in table 2 below i.e. escalation risk
for TFR is removed as the cost of escalation is now included in the price and the price
is not subject to a change in inflation related escalation indices. The premium paid
per locomotive to fix this escalation cost into the price is reflected in table 2 below:

Table 2:

) — W =
[Price per bcomotive as per Board submision 21 January 2014 | 34.34
{Impact of the exchange rate to oon&aét?aﬁé . _369]
fimpact f feton up o combioct e | | L%
dra ot o vamtore/aiies |3
|Gost to fix forwardescaltion .| 463
_.'}f:ost' to fix forward forex hedaing_ ,_!- __1.08]
T B .
Fnal Contracted Price per Locomotlve _ _ | 4400|

- umin i T =

8. The locomotive price is based on the above factors as well as the general outcome of

the negotiation process.

Memo to BADC to increase ETC of 100 Electric Locomotives
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FINANCIAL IMPLICATIONS:
9, The business need and rationale remains as indicated in the original submission.

10. The acquisition will benefit the Export Coal Line and create efficiency which will
translate to volume increase and reduce maintenance and energy consumption costs
due to the new fleet and regenerative capability respectively.

11. The locomotives to be cascaded to GFB are a temporary measure to mitigate
against partial MDS volume loss.

12.The financial models for the Business case have been updated for the following
based on the conditions per the signed final contracts:
a, Final pricing
b. Revised cash flow profile for the capital investments
¢. Commensurate changes to the volume ramp up and tariff increases on
commodities that are priced relative to the investment outlay.

The updated NPV result is a positive NPV of R % miliion at the new hurdle rate of

15.2 % and R _mrlilon at the TFR WACC of 12.6 %. ]

BUDGET IMPLICATIONS:

13. The investment is incduded in the 2014/15 seven year capital investment plan,
however changes between the delivery schedule contracted and planned cash
flows for the investment will be accommodated through a prioritisation process
such that other investments which do riot impact MDS volume targets will be
deferred so that Transnet’s approved key affordability limits (gearing and cash
interest cover) are not breached.

14. The difference between the January 2014 business case and the cash flows agreed
with the contractor is illustrated in the table below:

_ Rand miltion
ETC _ 1 2014/15 | 2015/16 | 2016/17 | 2017/18
Business 3871 1290 1290 1291 |
Case : e L .
Contracted |... . .4840[ _. . 1320] 1.888 1487 | 145
Difference " (969) (30) | (598) (196) | (145)

*10% added for options, variation orders, special tooling, test equlpméht, initial
spares and capital spares

Memo to BADC to increase ETC of 100 Electric Locomotives
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RECOMMENDATION:

12. It is recommended that the Board Acquisitions and Disposals Committee
recommends the increase in estimated total cost of the Acquisition of 100 Class
19E Dual Voltage Electric Locomotives for the Export Coal Line from R3,871 billion
to R4,840 billion to the Board of Directors for approval.

Compiled by:

Anoj Singh
Group Chief Financial Officer
Date!

Recommended by:

Brian Molefe
Group Chief Executive Officer
Date:

Memo to BADC to increase ETC of 100 Electric Locomotives
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COMBINED AD HOC CONFIDENTIALITY AGREEMENT & DECLARATION OF INTEREST

[ Pligsé select {tick} the appropriate stage of the proa:rem process!” g
Imwlvement in the evaluation of the Bids ﬁ * To be completed at every meeting of the evalation committee
Involvement in the adjudication of the recommendation {ACs) D * To be completed at every meeting of the Acquisition Council
Inolvement in post tender negotiation (PTN) d * To be completed at every PTN meeting where PN is
caucused or undertaken .

Tender No. TFRAC-HO-8608 - SUPPLY OF 599 NEW DUAL VOLTAGE ELECTRIC
LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS (GFB) AND TFRAC-HO-SGOQ-
SUPPLY OF 465 NEW DIESEL LOCOMOTIVES FOR THE GENERAL FREIGHT BUSINESS

(GFB)

EMPLOYEE: Y“-"US ‘l—?- J’ﬂ'\.-er_ _ SAP NUMBER:, ?57--”/"1

Dueclaration of Interest:

I hereby declare that I have no direct or indirect interest in the above tender or direct or indirect
relationship with any of the tenderers/suppliers/agents/entities who have tendered/quoted to supply

the above-mentioned commodity / setvice to Transnet
or

I consequently recuse myself from involvement in Afil: speciﬁc matter.(* Chai
Chairman’s Ruling on Recusal: /

Recused -.‘l_'esjﬂo:;-Signa_ture:-bfdga‘innafj/ - Dite: |
Nature and ﬁx(nt of Interest

Confidentiality Agreement:
1 acknowledge that all the information and records pertaining to this tender constitute valuable, special and

unique intellectual property, proprictary to Transnet Ltd. I hereby undertake that I will not, under any
circumstances, discdose the information, or any part thereof, to any third party for any reason or purpose
whatsoever without the prior written consent of the AC Chalrperson,

NAME & SURNAME: ?t/:l-u-ﬁ g

SIGNATURE;

\,
DATE OF MEETING:  F= CDc;FobeJ‘ o3\ /
*DECLARATION / AGREEMENT TO BE COMPLETED, SIGNED AND HANDED IN BEFORE INVOLVEMENT IN
BUSINESS RELATING TO THE TENDER PROCESS

Combined ad Aoc confidentiality Agreement / Declaration of Interast Ver, Aug 2011
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TFRAC-HO-8608 - SUPPLY OF 599 NEW DUAL VOLTAGE ELECTRIC LOCOMOTIVES
FOR THE GENERAL FREIGHT BUSINESS (GFB)

LIST OF TENDER DIRECTORS
1. |FANmt | James Allan Director
2. | Van Biljon Johannes Hendrik .| Director
3. | Dayanand Saueeth | Director
4. | Lekwane Aubrey Mmudtswane._ || Director
5. |Feher Calvin Laszlo '| Director
6. | Matolo Christinah Noko Director
7. |Dls _{ Violette Rhoda. Director
8 [Sampson | Paul Ashley Director
9. | Ngcobo Armstrong Sthembiso | Director
10, | Dlambulo - Dumisa _Director

O SUPPLY N

G d 14

|INAME © & COMME
¢ Pan i )
2. |She Yongjun Director
3, | Mohapeloa | Lietsiso _Director
1. |Mawundla "~ |Zabile Angel Director
2. | Mtose | Cwayita Director
3. Mahamotosa Nthabiseng Marry Director
_| Philadelphia
4, | Africa | Monde Vusumuzi | Director
- 5._ | Seopele _Sesinyl Malope Director
Transnet SOC Limited  Carlton Centre P.Q. Bax 72501
Registration Mumber 150 Commissioner  Parkview, Johannesblng
1950/000900/30 Street South Africa, 2122
Johannesbung T +27 11 308 3001
2001 F 427 11 308 2638

Birectors: MR Mioretiaz! {Cuimian) B Molefer ChicF Exsoutivis) M Chiwbey®™ MA Fal W
m; ( :ﬂlshlngla mmmam E7shabalal wmﬁuﬁ'mml

"TNI\H@ W MP-Moyo

Gangncdin NBP Geaba MP Malungan! BD Mkhwanas
Officer} |,
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1. |Magagula ‘Vusumuzi Director
2 |Sbiya | Bongani Louishenry [Director —~__~
3, | MacMilian Nate Duanne Director
4. | Ngwenya Themba Romeo.__ . { Director_
1. | Rugwurm Siegfried Konrad Director
2. | Probstil Siegmar Gunter Director
3. Dall'Omo. Sabine Ulrike Director

EN T T o
5. | Surve Mohammed Igbal Director

6. | Guntermann Ralf Paul Director

7. |Amod Ismet Director
8. | Klaas Clifford Mohale Director

I
ENAME

RIMPORT & EXPORT &

4. vlen Ethelbert i |
5. | Nkosi _Morley Zebulon ___ Director._
6. | Nobanda Mpumelelo Jutius Director
7. | Von Gericke _|JohanKar Director
8. | Von Gericke | Martin Werner Director
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i 9.. | Gonsalves Roberto __| Director
"~ 10. | Shaw Fraser_Charles _ __ . |.Director_
11. | Schmahl .Charl ' | Director
12, | Jahnig ‘Richard Ivan | Director B
- 13. | Matjila__ _Marake Collin. | Director
14, | Xate Lulamile Lincolin _ | Director
_ 15, | Negobo Lindiwe Barbara | Director

ENDERER

y Le)y/

MISTUI

1. | Mateya _ | Grieselda Thandile _ Director
2. | Ngubane | Baldwin Sipho Director
3. |Afzal Saib Director
4. | Uchiyama Hideyuki Director

5. | Miki

e S ¥ =

. 6. | Ng_une

TOSHIBAL ¢
Shella Thabisile

7. Kobayashi_ Tokearu Drecor
8. Uijile | Akihiko Director
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TFRAC-HO-8609-SUPPLY OF 465 NEW DIESEL LOCOMOTIVES FOR THE
GENERAL FREIGHT BUSINESS (GFB)

1. |Jian __ Wang | Director
2. |Bing Lang Director
3. | Guobin Cao ‘Director h
4, | Von Gericke | Rowlen Ethelbert | Director
_ 5. [ Niosi | Morley Zebulon | Director
____ 6i__ .| Nobanda ___ | Mpumelelo Julivs | Director _
7.. | Von Gericke Johan Karl Director
8. | Von Gericke | Martin Werner | Director
9, | Gonsalves Roberto d Director
10. | Shaw Fraser Charles Director_ _ .. Ll
11. | Schmahl Chal | Director
| 12. |Jahnig Richard Ivan | Director
" 13. | Matjila __ Marake Collin Director
14, | Xate . Lulamile Lincolin Director
15. | Negobo Lindiwe Barbara Director

fnlIIT

2. | Mafolo. _ , Magashe Titus Director
3. |Matjila @200 Ntsebe Florah Director
Transnet SOC Limited  Cariton Centre P.0, Box 72501
Registration Number 150 Commissioner  Parkview, Johannesburg
1990/000900/30 Street . South Africa, 2122
Johannesburg T +27 11 308 3001
201 F +27 11 308 2638

e ME - Mikwanaal (Chalrmean) B Molefie (Group CHf B MAFamuclil ¥ Forbes HD Gazendiam HBP Geabe MP Malungan! B0 Mkwanazi verewtransneLnet

E?mmw Hijola| MP Moyo NR Htshingita msmmamsmane ETﬁaha!ala wwiepep.sw: (Chief Firingol Officar)

mmmpuwseammccm
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1. | Sibusiso Director
2. | Mngomezulu  Sibani. Director
3. | Seale Tebogo Nancy .. Director
4, | Graney Bernard Director
5. | Graves ‘William Arthur Director
1. | Schweikert _ ) Tim Joel Director a2
= BT ‘Mahlatse Martha | Director
3. | Noormohamed Shakira | Director -
4, | Khaole ‘Nchaupe Director
5. | Ebrahim Zeenith Director
6. | Zimba Gorman Gordon | Director T
7. Cowan _Karma Director




