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4.6 whether McKinsey's actions in response to the Iidentified challenges was
adeqguate?

4.7 whether your removal from the Johannesburg Office of McKinsey was related to
the concerns you raised between McKinsey's relationship with both Regiments Capital
and Trillian Capital Pariners?

5 The Commiltee understands that you have a scheduled meeting with the Evidence
Leader on Friday, 10 November 2017 in Cape Town to discuss the above-mentioned

issues.

6. Please be advised that your attorney may accompany you to the said meeting,

however you are required to personally respond to the matters raised.

7. We thank you in anticipation of your kind co-operation.

Yours sincerely

Hon L.A Mnganga-Geabashe, MP

Chairperson: Portfolio Committee on Public Enterprises
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Plaase be aware that failure to comply with this summons is a criminal offence in terms
of saction 17 of the Act and is punishable upon conviction by 2 fine or imprisonment for

a period not exceeding 12 months or to both the fine and the impriscnment.

This summons is issued by the Acting Secretary to Parliament on the 14" day of
November 2017, on the instruction of Hon. Ms Lungi Mnganga-Gecabashe, MP, the
Chairperson of the Portfolio Committee en Public Enterprises, acting in accordance
with the resolution of the Committee adopted on 14™ November 2017 and with the
concurrence of the Speaker of the National Assembly, Hon. Ms Baleka Mbete, MP.

B

Ms P :"yawa

Acting Secretary to Parliament
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November 11, 2017 — Statement of David Robert Fine

23.1 have no knowledge of how the cost of the Locomotives Advisory Contract (RFP
GSM/12/05/0447) increased to over R200 million as reported in the media
(http://amabhungane.co.za/article/2016-09-16-xhow-to-cal-a-parastatal-likc-transnet-chunk-
by-r600m-chunk).

24. As mentioned above, projections of the commaodity volumes Transnet would transport
decreased in 2015. As a result, in 2016, McKinsey supported Transnet for six weeks to
identify options for how Transnel might cngage with the Jocomotives manufacturers so that
the timing of locomotive deliverics was better aligned with the new projections and financial
constraints.

25 McKinscy provided these options to Transnet but were not part of any of the discussions
with the OEM’s and any subsequent agreements.
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November 11, 2017 — Statement of David Robert Fine

ANNEXURE A: REGIMENTS COMPANY PROFILE 2012

ANNEXURE B: NIVEN PILLAY ALLEGATIONS IN JULY 2014

ANNEXIURE C: LETTER TO TRANSNET ON TERMINATION OF
RELATIONSIIIP WITH REGIMENTS

ANNEXURE D: 1064 LOCOMOTIVES: BUSINESS CASE RECOMMENDATTONS,
LETTER OF WITHDRAWAL, RELEVENT PRESS ARTICLES

ANNEXURE E: NOTE TO REGIMENTS RE. AFRICA CONFIDENTIAL PRESS
REPORTS

ANNEXURE F: LETTER FROM TRILLIAN CONCERNING INVOLVEMENT OF
MOITAMED BOBAT

ANNEXURE G: TERMINATION OF INTERACTIONS BETWEEN TRILLIAN AND
MCEINSEY
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November 11, 2017 — Statement of David Robert Fine

ANNEXURE A: REGIMENTS COMPANY PROFILE 2012
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COMPANY PROFILE

REGIMENTS CAPITAL

REGIMENTS CAPITAL

July 2012
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Developing and managing property funds alsa falls under the purview of Regiments Real Estate.
It currently manages the Gauteng Fund, CO! Fund, and Housing Fund.

1.5 PORTFOLIO AND STRATEGIC INVESTMENTS: OWN BALANCE SHEET
INVESTMENTS

In additien to the Financial Advisory, Fund Management and Real Estate businesses, Regiments
Capital’s Proprietary Investments unit led a broad-based BEE consortium in the acquisition of
12.2% of Capitec Bank Holdings Limited. We previously held a stake in Nedbank through the
Eyethu Corporate Scheme and have recently structured an investment into MTN through the
MTN Zakhlele BEE scheme. Regiments Capital has alsa made a number of other strategic
investments in the private sector.
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Income Fund Management business.
= Niven is also the preceding Chairman of Johannesburg City Power.

e  Niven Is the exacutive director in charge of the Col Debt Redemption (sinking)
Fund since inception in 2006.

Experience »  Consulling

a  Financial Modeliing :It Systems, Interest Rate Derivatives & Cross Market
Structuring

s Trading

e  Risk Management Advisory

s Debt Redemption (sinking) Fund Specialist.
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oversee and manage the migration of COJ's debt redamption fund from the
Dibanisa back office to Maitland.

s  Regiments Capital (2008 —2009). Brian joined Regimants Capital as a Risk Analyst
assigned to the Development Bank of South Africa (DBSA) Project undertaken for
the Warkout and Recovery Unit. In addition, Brian formed part of the Nedbank
Credit Risk Index (CRI) Project Team designed to provide the client with a relative
risk measure [or providing credit to 2 portfolio exposure.

+ Risk analysis
s Bacloffice administration

e Risk administration

W0 |Page
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financial evaluation and analysis.

Experience o e Research Specizlist on growth, poverty reduction, and unemployment
». Economics - Trade & [nvestment Specialist

e Trade Projects Coordinator (LLM / MCOM / Trade Moot)

»  Financial and Econometric Modelling

e  Panel econametrics Technigue Modalling {SIC 3 digit classificaticn)

= Quantitative and Qualitative Credit Analysis

33 |Page
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Psychology)
Country experience South Africa
Emplayment history Phia has experience in domestic and cross-horder vanilla and structured property

finance, encampassing the financing of existing property, as well as property
develapments In the commercial, industrial, retail and housing sectors. She also
worked for a property developer as part of the implementation team and was
respansible for the funding of its asset book, as well development feasibility studies
of pruspeclive development opportunities and actual developments undertaken.
Her role also included asset management through the optimisation of assets,
including reducing funding and aperating costs and increasing income from tenants.
She headed business development for a private equity housing fund.

35|Page
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and distribution,

»® He then zlso ran a co-founded a corporate advisory and business planning
consultancy firm. Leruo Corporate Consulting. Was respensible also for Capital
Raising for small businesses and NGOs.

Interest rate derivatives sales and structuring

Experience »
» Forex Trading
»  Technical Analysis
¥ Corporate Finance
>

Capital Raising
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Burlingten Consultants (2008-present): Consultant — Warked as a cansultant
on strategic advisory and implementation projects. Core skills developed
include research, analylical skills, communication skills, client relationship
management, strategy development, project planning and management

Healthcare experience | Twa extensive projects for twa healtheare NGOs focused on:
= Business plan development
e Strategic planning
Operational reviews, including development of organisational
structures, processes and associated roles and responsibilities
¢ Implementation planning

Strategy development and project planning for the M-Care rollout
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November 11, 2017 — Statement of David Robert Fine

ANNEXURE B: NIVEN PILLAY ALLEGATIONS TN JULY 2014
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August 7,2014
Page 3

We hope the above provisions will allow us to continue our relationship with Regiments and
provide services to our Clients. If you have further questions, please contact our Associate General
Counsel Melissa Milstead at 202-662-3153 or Melissa_Milsicad@MceKinsey.com.

Regards,

X

Virginia Molino
General Counsel

Agreed tothis  day of August, 2014
Regiments Capital (Pty) Ltd
By:

5o B
Title; Executive Director
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November 11, 2017 — Statement of David Robert Fine

ANNEXURE C: LETTER TO TRANSNET ON TERMINATION OF RELATIONSIIIP
WITH REGIMENTS
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November 11, 2017 — Statement of David Robert Fine

ANNEXURE D: 1064 LOCOMOTIVES: BUSINESS CASE RECOMMENDATIONS,
LETTER OF WITHDRAWAL, RELEVENT PRESS ARTICLES

T
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9. Conclusion

VV7-DRF-197

Having explored all gptions, Transnet's purchase of 1064 locomotives is a critical procurement event
that will transform the business, increase operational efficiencies, support local supplier development,

and enahle Transnet to meet its MDS targets.

Key risks are being mitigated: volume volatility will be addressed through flexible procurement, foreign
exchange risks are heing mitigated through hedging and potential shortfalls are being mitigated through
efficient procurement and accelerated locomotive orders. The business will he aperationally ready to
take on new locomotives and interdependencies are being planned for.

Therefore, Transnet recommends the purchase of 1064 new locomatives (465 diesel, 599 electric) gt an

estimated purchase price of R38.6 hillion.

Transnet Freight Rail

Capital projects

1064 Locomotives Team

18/04/2013

Page 52 of 101 |
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The new locomotives such as the 15E, 19E and 43D cannot be directly compared to the older
locomotives as the new locomotives have not seen five full years of service but even making allowance
for the sharter service, the savings in maintenance costs is evident.

The three locamotives (excluding the new locomotives) with the best ratio of NTK/Cost of
Maintenance are the heavy haul locomotives 9E, 11E and 7E1.

The warkhorse locomotives that have a poor NTK/Cost of Maintenance ratio include the 18E, 6E 34-
000, 34-400 series.

The locamotives that have the worst NTI/Cost of Maintenance ratio include the 37-000, 7E2, 34-800,
and the 33, 35 and 36 classes. These are amongst the oldest locomotives.

Transnet Freight Rail o Capital projects

1064 Locomotives Team _ 18/04/2013 | Page 68 0f 101
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5. Deployment plan
EXHIBIT 49
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Table of Contents
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DDEPLOVMENT PLAN 1438430
LIDOMESTIC AND EXPORT COAL BU
CISTEEL AND CEMENT BU ‘
UIMINERAL MINING AND CHROME BU
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CICONTAINERS AND AUTGMOTIVE BU

EIAGRICULTURE. TIMBER, BULK LIGUID AND AFRICA TRADE BU

LBACKUF SLIDES
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Transnet Freight Rail

Capital projects

1064 Lacomotives Team
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. Business unit power sheets
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See attached power sheer excel file “20130418 Supporting Document F6 Business Unit Power

Sheets”

Transnet Freight Rail

Capital projects

1064 Locomotives Team

18/04/2013
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Brake Control, Integration with Train Authorisation Systems and ultimately Movement

Planning.

Capital projects

Transnet Freight Rail
1064 Locomotives Team

18/04/2013

Page 100 of
101
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Project Authorisation Signatures

Transnet Freight Rail

Submission supparted:

VV7-DRF-246

Rita Roper Date
General Manager, Capital Projects
Submission supported:
Miamuli Buthelezi Date
Chief Qperating Officer
Submission recommended:
Siyahonga Gama Date
Chief Executive: Freight Rail
Transnet Group
Submission recommended:
Anoj Singh Date
Chief Financial Officer
Submission recommended:
Brian Molefe Date
Group Chief Executive
Transnet Freight Rail | Capital projects g _
1064 Locomatives Team : 18/04/2013 Page 101 of
i 101
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November 11, 2017 — Statement of David Robert Fine

ANNEXURE E: NOTE TO REGIMENTS RE. AFRICA CONFIDENTTAL PRESS
REPORTS

VV7-DRF-253

e



FOF-07-442 VV7-DRF-254




FOF-07-443 VV7-DRF-255

November 11, 2017 — Statement of David Robert Fine

ANNEXURE F: LETTER FROM TRILLIAN CONCERNING INVOLVEMENT OF
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McKinsey&Company

Whilst we are aware that this will be a disappointment to you, we hope that you will
understand that, for a programme of this scale and imporlance, we require more clarity on
our partoer firm than you have been able o provide us to date. We may consider any
additional informalion that you may furnish subsequent hereto.

We will informa Eskom of the recent developments and trust that you will be willing for

our team to discuss with you and with Eskom how to transition arrangemonts in a way
that best supports Eskom's plans,

We will also communicate any advices rom the client in this regaed.

Yours sincerely,

. .-.I.,!-_ i

y !
Georges Desvaux JoanC by
Manzaging Partner, Africa Chui-r
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TRANSNETI
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Anoj Singh, Group Chief Financial Officer

WITHOUT PREJUDICE OF RIGHTS

Mr. David Fine
McKinsey Incorporated
88 Stella Street
Sandown Mews East
Sandton

2196

Dear Mr Fine
Initial discussions on Consulting services required

This letter serves to inform you that the Group Chief Executive of Transnet SOC Ltd has
approved a number of consulting assignments to a McKinsey led consortium, subject to the
successful conclusion of a Master Services Agreement.

As you are aware, Transnet is bound by regulatory policies, procedures and processes in
respect of procurement. These processes require amongst others, a request for proposal to
be issued for approved transactions, evaluation of the final bid proposals and subject to
meeting Transnet’s requirements in terms of the full scope of work as set out in the request
for proposal, a final Master Service Agreement may be concluded.

The approvals received from the Group Chief Executive are for the following consulting
services:

1. Maximisation of the Coal Line — breakthrough of 2 mt per week initiative.

2. Manganese Execution Support to provide critical support that to the Programme Director.

3. NMPP Acceleration including de-risking of the schedule and cost escalations, risk
management and resolution management.

4, Assessing the options to renegotiate the Kumba Iron Ore (1a) Contract.

While our teams expedite the issuing of the request for proposals for the above assignments,
due to the urgency of the services required, I kindly request that you mobilise a McKinsey
led consortium to have the initial discussions with our teams. In the unlikely event that we
may not successfully conclude the above-mentioned assignments, Transnet SOC Ltd will
reimburse all costs incurred by yourselves.

I am looking forward to working with your teams on these critical assignments.

Yi ours Sincerei\,'
%ﬂ

Anoj Sing\h
Date: o=\t
Group Chief Financial Officer
Transnet SOC Ltd Cariton Centre P.O. Box 72501
Registration Number 150 Commissioner  Parkview, Johanneshurg
1990/000900/30 Street South Africa, 2122
Johannesburg T +27 11 308 2253
2001 F +27 11 308 1269
Directors: ME Mkwanazi (Chairman) B Malefe* (Group (;hfef Executive) MA Fanucchi Y Forbes HD Gazendam NP Mnxasana N Moela MR Njeke IM Sharma IB Skosana Wy, bl
E Tshabalala DLJ Tshepe A Singh® (Group Chief Finandial Officer)
“Executive

Group Company Secretary: ANC Ceba
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DF3
Treasury Regulations for departments, trading
entities, constitutional institutions and public
entities Issued in terms of the Public Finance
Management Act, 1999

Regulation 16A6.4

16A6.4 If in a specific case it is impractical to invite competitive bids, the
accounting officer or accounting authority may procure the
required goods or services by other means, provided that the
reasons for deviating from inviting competitive bids must be
recorded and approved by the accounting officer or accounting
authority.
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DF4

CHAPTER 15 : SPECIAL CASES

15,1 CONFINEMENTS

Confinements are to be used under the following circumstances:
» for transactions over the value of R2 million
« usually when Goods/Services are required on a once-off basis

+ when the nature of the Goods/Ser
Confinement

b

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

jices fall within one of the grounds for

15.1.1 Definition

A Confinement is a mechanism where permission is sought from the person with the
appropriate Delegation of Authority to “confine” enquiries for required
Goods/Services to one or a limited number of Bidders.

A Confinement is a departure from the norm of an open, competitive bidding process
and as such must be treated with great circumspection. The misuse of confinements
has the potential to entrench monopolies and as such is at odds with the imperatives
of the New Growth Path. The NGP seeks to encourage open competition and the
introduction of new entrants into the market, particularly those from previously
disadvantaged communities.

It is important to note that confinements only apply to transactions over R2Zm. These
rules therefore do not apply to transactions falling below R2m. The quotation system
applies to such transactions regardiess of the number of quotations the buyer is able
to obtain.

15.1.2 Grounds
Confinements will only be considered under the following circumstances:

a) where a genuine unforeseeable urgency has arisen. Such urgency should not
be attributable to a lack of proper planning. In such cases appropriate action
must be taken against the individual(s) responsible for the bad planning.

b) the Goods/Services are only obtainable from one/limited number of suppliers.
For instance, patented/proprietary Goods or OEM spares and components.
Operating divisions are however required to provide evidence that there are no
new entrants to the market who could also be approached;

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

d) when the Goods or Services being procured are highly specialized and largely
identical to those previously executed by that supplier and it is not in the
interest of the public or the organization to solicit other offers, as it would
result in wasted money and/or time for Transnet. When this particular ground

Chapter 15: Special Cases Page 105 of 221
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is intended to be used as a ground for Confinement, it is important to note
that all pre-requisites must be satisfied: The Goods or Services must be highly
specialised, almost identical to previous work done and approaching the
market again would result in wasted money and time.

15.1.3 Types of confinements

Depending on the circumstances one of the following two Confinement routes will
be applicable:-

a) The normal Confinement route:
« prior authority to confine must be obtained from the person with the relevant
delegation;
o bids will close at the relevant AC (relevant AC to be indicated in the
submission for approval); and
« the relevant AC will consider the award of business.

b) Confine and award which is only to be used in cases where there is a sole
supplier and/or cases of extreme urgency:

o prior authority to confine and award must be obtained;

o the submission to the person with Delegated Powers must fully motivate the
reason for the urgency and provide an indicative / benchmark price;

o bids will close at the relevant AC (relevant AC to be Iindicated in the
submission for approval);

o the business will be awarded by the person with the delegation to the
relevant Bidder provided that the final price is within the benchmark as
initially approved by the person with the delegation to approve the
Confinement; and

« the AC must be informed after award.

15.1.4 Delegation of authority

a) Depending on the value of the transaction, only the GCE, BADC and the
Transnet Board have the authority to authorise a Confinement.

b) The relevant monetary thresholds for authorising confinements in terms of the
DoA Framewark effective 1 June 2013 are as follows:

(i) GCE — up to but not exceeding R250 million;
(i) BADC — up to but not exceeding R1 000 million; and
(i) The Board — exceeding R1 000 million.

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

15.1.5 Process

a) The submission for Confinement must be fully motivated in writing by the end-
user and the OD CPO to the OD’s main AC and the OD’s CEO for prior written
support of the recommendation to confine. It is important to properly motivate
submissions taking Into account all relevant factors. Poorly motivated
submissions will be referred back to the OD concerned for re-motivation. The
submission should be submitted on the relevant template under cover of a |
memo to the GCE.

Chapter 15; Special Cases Page 106 of 221
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b) Only if the reasons advanced for the proposed Confinement are supported and
considered to be in the best interest of Transnet, should the Confinement of
business to one or mare contenders be escalated to Group.

c) The Confinement request must be considered by the Transnet GCSCO and the
Group CFO each of whom shall indicate whether or not they support the
request.

d) The matter must then be submitted to the GCE, the BADC or to the Board itself
for final approval depending on the value of the transaction.

2 Escalate to Grouph
ifthere are
CEO for prio sufficient grounds
written suppert to justify
confinement

4, Matter to'be
submitted to the 3. GCSCO & GCFO to
GCE, BADC or Board consider matter and
for approval g indicate support
depending on value

Figure [25] — The Confinement process

15.1.6 Confinement divided between more than one Bidder

Should it be decided to divide the total requirement of a Confinement between more
than one Bidder, the total value of the business and not the individual contracts shall
determine the level of approval required for the Confinement. Only after the
necessary approval has been obtained, may the individual contracts be signed by the
Manager with the necessary delegated contractual powers.

15.1.7 Amendment to contracts awarded via Confinement

a) Where a Material Amendment (i.e. the price, duration or scope is increased by
more than 10%) to a contract awarded via Confinement is required, the
matter must be sent to the relevant AC for support. The AC must submit the
amendment to the original approver of the Confinement for prior approval of
the amendment. The same principle applies where the cumulative value of
amendments equals or exceeds 10% of the original contract value.

b) Where an amendment increases the price, duration or scope by less than
10%, this should be submitted to the AC for approval.

€) Where an amendment to a contract results in the value of the Confinement
reaching a higher approval level, the matter must be sent to the original
approver for review and recommendation. Approval must then be sought from
the person with the delegated authority to approve the higher value of the
Confinement.

d) Please refer to paragraph 22.5.7 for the general principles relating to contract
amendments.

Chapter 15: Special Cases Page 107 of
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15.2 EMERGENCY PROCUREMENT PROCEDURE

The emergency procurement procedure is to be used under the following
circumstances:

o Where the circumstances giving rise to the emergency were unforeseeable;

e« Where engaging in normal bidding procedures or any other methods of
procurement would be impractical; and

o Where the occurrence requires immediate action

The concept of retrospective authority applies only in the context of emergencies.
Where an emergency process is followed correctly, condonation is not required.

15.2.1 Definition

a) The following circumstances would normally be regarded as sufficient grounds
for invoking the emergency procedure i.e. a situation has arisen where there is
an imminent risk of:

« human injury or death;

e human suffering;

» serious business disruption that could not have been reasonably foreseen;
= interruption of essential services;

« serious damage to property or finandial loss;

s suffering or death of livestock or other animals; or

s serious environmental damage or degradation.

b) The concept of an “emergency” must be applied restrictively and should not be
used as an excuse for bad planning. As such, in order to qualify for the
emergency procedure:

« the circumstances giving rise to the emergency must not have been
foreseeable;

¢ engaging in bidding procedures or any other methods of procurement would
be impractical; and

« the occurrence requires immediate action.

An emergency should not be attributable to a lack of proper planning. In such
instances appropriate action must be taken against the individual(s) responsible for
the bad planning.

15.2.2 Process to institute the emergency process

a) The end-user requests authority from the person with the necessary
delegation of authority to institute the emergency procurement procedure. If
possible, the end user must notify procurement of the emergency requirement
telephonically followed by email.

NB: Each Entity is responsible for developing its own Emergency Procedural
Manual, covering all the relevant disciplines in the entity, and assigning specific
persons and value thresholds, for the different roles (i.e. to institute the
emergency procedure). Please see attached Appendix D for the Matrix for
Approval of Emergency Procedures.

b) The duly authorised Manager to invoke the emergency process will consider
the request and decide on whether to grant such authority. He/she will notify

Chapter 15: Spedial Cases Page 108 of 221
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the requestor in the form of an email, SMS or even verbally. If by SMS or
verbally, this must be confirmed in writing or by e-mail afterwards.

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

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

15.2.3 Retrospective authority for the emergency procedure

15.3

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

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

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

d) If an emergency procedure is followed correctly, condonation is not required.
It is also important to note that a correctly followed emergency procedure also
falls outside the ambit of the Confinement process. However, if the use of the
emergency procedure was not justified, it will equate to non compliance with
procurement processes and condonation would have to be sought.

HIGH VALUE TENDER PROCESS (HVTP) _

The High Value Tender Process (HVTP) subjects all transactions falling within the
High Value Tender threshold to independent scrutiny and validation of all
commercial, contractual, process and governance aspects of the Bid process.

The process enables Supply Chain to detect any shorteomings at key gateways in
the Bid process and to make appropriate corrections before any award of business
is made.

15.3.1 Principles

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

b) The process enables Supply Chain to detect any shortcomings at key gateways
and to make appropriate corrections. This further reduces Transnet’s risk on
larger value acquisitions as any inefficiencies are addressed before any award
of business is made.

The gateways that are reviewable in the process are as follows:

Chapter 15: Special Cases Page 109 of 221
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1. Bemand review
& development of
specification

2. Business case 3. Acquisition 4. Evaluation
development process process

8. Contract

5 /. Contract award
management

[ Figure [26] — The HVT process |

15.3.2 The HVT Process

The following steps must be followed for any transactions falling within the High
Value Tender threshold:

Entities must contact and involve the HVT team from the outset of the bidding
process i.e. at the demand review stage;

The HVT team must attend to all procurement processes and advise Entities during
each phase of the process as follows:

° Review the demand and business cases.

. Review the RFX document for accuracy and correctness before going to
market.

° Assess the adequacy of the procurement proposed mechanism used i.e.

RFP/RFI/Confinement and determine if governance is being followed by
ensuring that the approval process has been complied with.

o Ensure that in all high value bids, a CFST contains at least Technical,
Financial, Operational and Legal Support.

o Advise on the scoring methodology and governance issues related to the
evaluation process.

o Advise the teams during the evaluation process on all bids;

o Advise and support teams during the moderation process of scores on all
bids;

o Review AC documents for accuracy and correctness.

o Advise teams during the negotiation process and also determine if
governance processes have been followed.

e Advise teams during the contracting process and also determine if
governance processes have been followed.

° During each gateway review the HVT team will raise questions and/or

concerns. The teams may not continue with the process until all the HVT
team’s concerns have been addressed.

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

. The HVT team must document lessons learnt throughout the process and
provide feedback so that processes may be improved.

A detailed description of the HVTP and associated templates can be found on the
iSCM Transnet Intranet.

Chapter 15: Special Cases Page 110 of 221
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An Unsolicited Bid is an offer unilaterally submitted by a potential supplier of its own
accord and received by Transnet outside of its normal procurement process.

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

These rules do not apply to Bidders who merely seek to be registered on Transnet’s
Potential Vendor Portal (TPVP) in order to be considered as potential suppliers for
future business. When Goods or Services are to be acquired from such Bidders, the
normal procurement mechanisms are to be used

15.440

Definition

An Unsolicited Bid is an offer unilaterally submitted by a potential supplier of its own
accord and received by Transnet outside of its normal procurement process.

Transnet does not encourage the consideration of Unsolicited Bids. Furthermore,
Transnet is not obliged to accept Unsolicited Bids.

15.9.2

Risks

There are a number of risks related to the consideration of Unsolicited Bids:

a)
b)
c)

d)

154.3

It potentially undermines fair and competitive bidding processes.
It can result in purchasing Goods/Services at higher than market-related prices.

Transnet runs the risk of being accused of infringing on the Unsolicited Bidder's
intellectual property if it uses the concepts used in the Unsolicited Bid to approach
the market.

There is also danger that an Unsolicited Bid may be received, evaluated and
regarded as an excellent proposal and accepted, only to ascertain afterwards that
there were many suppliers in the market supplying the same or better goods or
technology at much better / similar prices.

Criteria for consideration of unsolicited bids’

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

a)

b)

c)

d)

&)

1544

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

a need for the service or product has been established;

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

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

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

Unacceptable unsolicited bids

Transnet must reject an Unsolicited Bid if the Bid:

3 This section is largely based on the Municipal Finance Management Act Regulations and National

Treasury’s Practice Note 11 of 2008/2009 on Unsolicited Proposals
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a)

b)
0)

relates to known institutional requirements which can, within reasonable and
practicable limits, be acquired by conventional competitive bidding methods;

relates to goods or services which are generally avalilable; or

does not comply substantially with the requirements of paragraph 15.4.3 above.

15.4.5 Rejection of unsolicited bids

Should Transnet decide to reject an Unsolicited Bid, the following steps must be
followed:

a)
b)

c)

The Bidder must be notified of the decision;

All documents received in the Unsolicited Bid must be returned to the Bidder;
and

Transnet must ensure that it does not make use of any intellectual property or
data that was contained in the Unsolicited Bid.

15.4.6 Process for consideration of unsolicited bids

a)

b)

c)

d)

The Unsolicited Bid must be considered by an evaluation team. The minutes of
the evaluation meeting must be recorded.

The evaluation team should investigate and verify whether there are no other
suppliers in the market.

In the event that the evaluation team has resolved to procure the Goods or
Services, depending on the contract value, the Confinement or quotation
process must be followed and thereafter a recommendation made to the AC,
Manager or person with the relevant authority to approve the award.

All copies of Unsolicited Bids, records of discussions, records of deliberations and
copies of correspondence relating to it, will be kept by the procurement official
who led the process, and the AC secretary for record purposes.

15.4.7 Information to accompany the recommendation for award of the
unsolicited Bid

The following information must be contained in the recommendation:

a)
b)

c)
d)
e)

f)

A detailed description of the goods or services;

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

The costs associated with the acquisition of the service or product;
The validity period of the Unsolicited Bid;

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

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

15.5 CONTRACT CONSOLIDATION

Contract consolidation may represent optimal value for Transnet in the following
circumstances:

s where more than one Entity have existing contracts for the same Goods / Service
with the same or different suppliers with significant price variations and differing
contract terms; or
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« where one or more Transnet Entity become aware that another Entity has already
concluded a contract for the Goods /Services required by it and wish to utilise the
existing contract (‘piggybacking”).

15.5.1 Principles

Consolidation of existing contracts is potentially problematic from a governance and
operational perspective. For this reason, Transnet must endeavour to approach the
market with a consolidated demand signal clearly outlined in a single RFP, rather
than having each Entity approach the market in a piecemeal fashion and thereafter
seeking to consolidate a number of different contracts. Therefore, when an Entity
identifies the need to acquire goods/services that are common to more than one
entity, it is imperative that they first ascertain whether it is feasible and
advantageous to approach the market with the consolidated requirements of all
Entities that require the goods / services.

Transnet can gain significantly from consolidating its demand. Due to economies of
scale, it will be in a better position to negotiate price and contractual advantages. In
addition, it will lessen the administrative burden on Transnet to manage a multiplicity
of contracts.

15.5.2 Triggers for consolidation

One of the following circumstances should trigger the need for consolidation of
existing contracts:

a) The same commodities or categories of commodities are being purchased by
more than one entity from the same supplier but with differing prices and
contract terms. For example:

R10 per bottle

R8 per bottle

R6 per bottle

Supply of bottled water

ABC (Pty) Ltd

b) The same commodities or categories of commodities are being purchased by
more than one entity from different suppliers with differing prices and contract
terms. For example:

< R10 per bottle
S ABC (Pty) Ltd

R8 per bottle

TE Fountain Fresh
[ (Pty) Ltd

R6 per bottle

Cool Spring (Pty)
TNPA Ltd

Supply of bottled water

c) The same commodities are being purchased by one OD from the same or
different suppliers, with significant price variations. For example:

Chapter 15: Special Cases Page 113 of 221
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TNPA
Durban

R8 per bottle
TNPA

R6 per bottle

R10 per bottle

TNPA
Richards Bay

Supply of bottled water

15.5.3 Factors to consider when consolidating
The following factors need to be considered when consolidating existing contracts:

a) The probable increase in volumes required from the preferred suppliers
(expressed in %) if contracts were to be consolidated;

b) Whether the existing contracts allow volume changes, and what the contract
terms and conditions regarding volume changes are;

c) Price differentials between various contracts;

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

e) Whether the contracts allow for cancellation *without cause’;
f)  The expiry dates of the various contracts;

g) The cost of termination (penalty for breach); and

h) Current contract management and monitoring.

The merits of each case should be evaluated based on the factors above in order to
determine the feasibility of consolidation. Once the feasibility of contract
consolidation has been determined, a decision will be made on whether to
renegotiate one of the existing contracts or issue a new bid.

The cost of termination of existing contracts must be calculated and then weighed
against potential benefits of consolidation in terms of cost and Quality. It is important
to note that existing contract periods must be adhered to where finandially viable.
Paying high penalties due to the cancellation of existing contracts should be avoided
as far as possible.

Where it is clear that there is no financial benefit for Transnet to renegotiate the
existing contracts then the process to be followed would be to issue a new bid for
the consolidated spend, when the existing contract(s) terminate.

15.5.4 Deciding on which contract to consolidate

Once a decision has been made to consolidate, the next issue is to determine which
contract is the most favourable for consolidation. In arriving at this decision, the
following factors must be considered:

a) Identify the contract that entails the biggest spend or usage;
b) The OD and/or region contributing the largest volume;

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

e) The competitive landscape of these Goods and Services; and

f)  New suppliers in the market.

15.5.5 Process for consolidation of a number of existing contracts

a) Where it is considered feasible to consolidate spend to one of the existing
contracts, all other contracts must be terminated. The most favourable existing
contract would be increased to include other Transnet Entities’ requirements
after negotiation. The Transnet Entity originally managing that contract will be
responsible to initiate the approval process for the increase of contract value.

b) Where the increase in value is below 10% of the original contract value, the
matter must be submitted to the relevant Entity AC for noting.

c) If the increase in contract value is above 10%, the matter must be submitted to
the relevant Transnet Entity’s AC for approval.

d) Once the relevant Transnet Entity has approved the increase, the matter must
be submitted to the other Transnet Entities” ACs for information.

e) Where consolidation would result in a substantial increase in the scope and
value of the contract (more than 50% of the original estimated contract value as
appraoved by the AC), it would be peremptory to embark upon a new bid process
for the consolidated spend.

f)  Inclusion of entities into the consolidated contract may be on a staggered basis.
For example, where a current Transnet Entity’s contract expires 3 months after
the consolidated contract commences, that contract can be allowed to run its
full period. Thereafter, the entity will be included in the new transversal
agreement, with a sliding-scale volume discount structure being coupled to the
pricing.

g) Contract “ewners” must notify all Transnet users of the new transversal
contracts that are in place to ensure maximum advantage for Transnet.
However, please note that this mechanism is to be regarded as almost an
interim measure. Ideally all entities must be approached during the demand
planning stage already to obtaln their estimated requirements beforehand for
inclusion in the consolidated RFX document.

h) Note that the process to be followed for the normal increase of contract values
and cancellation of contracts will still apply.

15.5.6 “Piggybacking”

a) “Piggybacking” arises when an existing contract has been identified, which one
Transnet Entity has concluded for specific goods/services, and which another
entity would like to utilise for their requirements.

b) The Transnet Entity who wishes to “piggyback” off an existing contract should
obtain prior approval from the AC of the Transnet Entity that conduded the
contract. Once approval from that AC is obtained, the supplier should be
approached to indicate whether he/she is able to meet the increased volume as
well as any price discounts that may be offered.

c) Where the increase in value is below 10% of the original contract value, the
matter must be re-submitted to the relevant AC for noting. If the increase in
contract value is above 10%, the matter must be re-submitted to the relevant
Entity AC for final approval.
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d) Once the relevant Entity has approved the increase, the matter must be
submitted to the other ACs of Entities who want to make use of this contract for
information.

e) The respective Transnet Entities must make satisfactory arrangements between
themselves regarding the apportionment or recovery of costs for goods /
services, if applicable.

f)  Where consolidation would result in a substantial increase in the scope and
value of the contract (more than 50%), it would be prudent to embark upon a
new bid pracess for the consolidated spend.

15.6 ACQUISITIONS ASSOCIATED WITH INCOME GENERATING CONTRACTS

15.6,1 Although income generating contracts are in principle excluded from this
Procurement Procedure Manual, all associated expenditure contracts necessary to
fulfil such contracts (i.e. procurement contracts to acquire the necessary Goods or
Services), falls within the ambit of the PPM.

15.6.2 For example, TFR negotiates an income generating contract to transpert fuel from
the Port of Durban to Zimbabwe. This would be a pure income generating contract
and although it might require approval from the TFR Exco or even Transnet Board
of Directors, it would fall outside the scope of the PPM and AC approval would not
be necessary.

15.6,3 However, if TFR needs to purchase 2 additional locomotives and 90 rail tank
wagons to provide this Service (fulfil the contract); such associated expenditure /
procurement contracts would fall within the ambit of the PPM and would also
require AC approval.

15.6.4 The only exception to this rule would be in circumstances where a Transnet
Division or Specialist Unit needs to respond to an external bid invitation (e.g. TRE
responding to a bid invitation issued by PRASA for the supply of suburban
coaches). In such instances Transnet would need to prepare its bid for the income
generating contract taking into consideration any goods/services that it would need
to acquire in order to respond to the bid. The limited time available to respond to
such bid invitation would not allow the Transnet Division or Spedialist Unit to invite
bids in the normal manner for goods/services required.

15.6.5 In such cases, irrespective of the monetary value of such transaction(s), the CEO,
BADC or the Board may authorise such “confined” requests for bids from potential
suppliers  and/or approve the selection of possible joint venture
partners/subcontractors, etc., without AC approval, provided that the matter(s) be
reported for the AC’s information as soon as possible after the Transnet OD has
lodged its bid. When obtaining bids in respect of goods and services required in
order to respond to an external bid invitation, the Transnet Entity must clearly state
that the award of any business pursuant to such bids cannot be guaranteed and is
conditional on the Transnet Entity being selected as the Successful Bidder.

15.6.6 Such transaction(s) need not be submitted for approval again, should the Transnet
Entity be selected as the Successful Bidder, as this could lead to delays in the
execution of such external income generating contract.

15.6.7 On completion of the project, the AC should be informed of the outcome in detail,
e.g. how the selected subcontractors/lJV Partners performed, whether the project
was completed on time, what income was derived from the income generating
contract after all outsourced parts have been accounted for, etc.
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DF5

David Fine

From: Mohammed Mahomedy Transnet Group Capital JHB
<Mohammed.Mahomedy@transnet.net>

Sent: 05 March 2020 23:54

To: David Fine

ce: Yusuf Mahomed Transnet Corporate JHB; Ndiphiwe Silinga Transnet Corporate
JHB; Damian Hattingh; Xandra Blacklaws

Subject: [EXTIRe: Progress update

Good day David
My apologies for the delayed response

With reference to your mail, we advise that the matter has been largely concluded by the management team relating to
discussions held to date. We have gone through the under mentioned high level processes and submitted the requisite
memorandum to the Exco, which was recommended by the Exco to the Sub committee of the BoD (the FIC)

1, Review of the procurement processes for Mc Kinsey contracts, which in most cases were signed off by the
gavernance teams.

2. In cases where Mc Kinsey and Regiments were involved in contracts, we have reviewed the payments and invoices
(for internal authorization). We confirm that Regiments were paid separately, however we have not concluded on the
review processes related to payments made to Regiments

3. We have considered the evidence provided by both our internal teams as well as that corroborated by Mc Kinsey
submissions. Largely we have assessed value was derived in the work executed except for the iron ore pricing
negotiation contract.

4. As part of the engagements to date, we have acknowledged the following a. The MNS report recommends the
payment of approximately R2,5 million, relating to disbursements, to Transnet b. Mc Kinsey informed Transnet of a
claim of approximately R72,5 million, which the former indicted its willingness to not pursue should a settlement be
reached.

5. Mc Kinsey has also advised of its willingness to provide certain services to Transnet As part of the settlement
The praposal and memorandum was submitted to the FIC (Finance and Investment committee, a sub committee of the
BaD of Transnet) late in 2019. The FIC recommended that management should not continue with finalizing any

settlement at the time, citing in the main a reputational risk if Transnet continues to associate itself to Mc Kinsey.

Management continue to discuss the matter internally and we will revert if there is a change in Transnet’s position. In
the meantime, we will also engage the GCE, and Portia Derby, who has joined Transnet in February 2020.

We appreciate your patience in the matter and look forward to continued engagement to conclude the matter.

Kind regards
Mohammed

Sent from my iPhone
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1 ABOUT REGIMENTS CAPITAL

Regiments Capital is an integrated investment banking and advisory firm focused on providing
services to all sectors of government (national, provincial and municipal), state-owned
enterprises and corporates. Regiments Capital consists of four core businesses:

o Financial Advisory

. Capital Markets

. Real Estate

. Proprietary Investments

As a leading financial advisor to public and private businesses across South Africa, Regiments
Capital draws on the exceptional financial market skills of its members to provide unrivalled and
unique solutions to its clients.

Since its inception in 2004, Regiments Capital’s Financial Advisory business has successfully
delivered on wide ranging mandates to a number of clients, including ACSA, City of
Johannesburg, City of Tshwane, Transnet, SAA, City of Ekurhuleni and DBSA, amongst others.
Projects typically include treasury restructuring, large scale capital raising, structured solutions
for debt and/or equity, risk management solutions, etc.

The Group's Capital Markets business manages funds on behalf of its valued clients (such as the
management of the sinking fund on behalf of the City of Johannesburg) and our Real Estate
business generates significant returns through large property development opportunities. The
most notable of these developments, the Kgoro Sandton Gateway (a large mixed-use
development on the platform above the Gautrain station in Sandton), is currently in progress.

In addition to the Financial Advisory, Fund Management and Real Estate businesses, Regiments
Capital’s Proprietary Investments unit led a broad-based BEE consortium in the acquisition of
12.2% of Capitec Bank Holdings Limited. We previously held a stake in Nedbank through the
Eyethu Corporate Scheme and have recently structured an investment into MTN through the
MTN Zakhlele BEE scheme. Regiments Capital has also made a number of strategic investments
in the private sector.

Regiments Capital’s team comprises of leading corporate finance and economic professionals
with extensive experience in transaction advisory, financial product engineering, financial
modeling, large scale capital raising, fund management, structuring and property development.

The various business areas of Regiments Capital will be discussed briefly in the following
sections.

2|Page



FOF-07-471

VV7-DRF-283

1.1 ADVISORY

Since its inception in 2004, Regiments Capital’s Financial Advisory business has successfully
delivered on wide ranging mandates to a number of clients, including ACSA, Transnet, SAA, City
of Johanneshurg, City of Tshwane, City of Ekurhuleni, DBSA, amongst others. Projects typically
include treasury restructuring, large scale capital raising, structured solutions for debt and/or
equity, risk management solutions, etc.

Our financial advisory services caver the following areas:

e Capital Markets Advisory: Regiments Capital possesses a breadth and depth of expertise
with respect to the debt capital markets encompassing debt raising, structuring, arranging,
broking, trading, and investment. Regiments Capital has focused its debt origination services
primarily on the public sector. Some of our accomplishments in capital market advisory
includes the following:

- Regiments Capital has successfully raised R1.5 billion in the form of short term funding
and R1 billion in the form of long term funding for the City of Johannesburg;

- Regiments Capital has played an important role in the development and upgrading of
airport facilities by raising commercial funding of R1.75 billion and R4.2 billion DFI
funding for the Airport Company of South Africa;

- Regiments Capital has concluded (together with JPMorgan Chase and Calyon Bank
Limited) a R5 billion Eura bond issue for Eskom Holdings Limited. This issue was 5 times
oversubscribed.

- Advising Sovereign Foods on a R700 million capital raising programme.

e Treasury and risk management solutions: Our clients also benefit from the specialized
financial risk management solutions we provide and an in-depth knowledge of treasury
functions we command. Regiments Capital designs and implements strategies for clients’
treasury divisions to help them address the challenges of a rapidly transforming
environment. Our close relationship with leading local and international financial
institutions help clients to effectively underwrite the mix of products and provide world-
class execution capabilities. The corporate solutions we provide include financial risk
management consulting, cash and asset liability management. Some of the treasury and
financial risk management projects we have completed thus far include:

- Regiments Capital analysed and optimized the financial risk management framework
and structured the treasury functions for Transnet;

- Regiments Capital established a financial risk management framework and assisted in
the establishment of the treasury functions for Airport Company of South Africa; and

- Regiments Capital has successfully reviewed the treasury functions of the City of
Tshwane and provided recommendations.
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e Structured financial solutions: The Regiments Capital team’s extensive experience in
financial markets trading and structuring not only ensures that clients receive the very best
advice and structuring services to enhance existing business operations, but also lays the
path for future growth with the more efficient use of capital and access to advanced funding
mechanisms. These structuring capabilities provide Regiments Capital an opportunity to
leverage its capabilities to offer unique debt- and equity related products. Some of the
structured solutions we provided to our clients include:

- Optimization of the balance sheet of the City of lohannesburg;
- Structured property solution for Ekurhuleni Metropolitan Municipality; and

- Interest rate hedge strategy for ACSA totalling in excess of R6 billion.

« Financial, Econometric and Escalation modelling: As part of our commitment to provide the
best and one-stop solutions to our esteemed clients, Regiments Capital’s Economic
Research Unit caters for the need of our external clients and internal clients including
Regiments’ Securities, Advisory, Investments and Fund Management businesses. The stock
broking, private equity, advisory, securities, investments and fund management businesses
benefit immensely from the research outputs of the Economic Research Unit. By
maintaining econometric and quantitative approaches to its solutions, it sufficiently
combines qualitative and quantitative techniques and produce deliverables that are as
scientific as possible. Drawing on the skills of top class econometricians and a consortium of
data providers and academics, Regiments Capital integrates a range of intricate modeling
methods to present results and help clients forecast most likely outcomes and conduct
policy simulations where required. Some of our major products include sacioeconomic
impact studies on policy interventions of the national, provincial and local governments.
Along the various macro- and micro-econometric modeling, we also have a qualified and
experienced team to conduct robust financial and cost escalation modeling for our clients.
The cost escalation models we built at Regiments Capital integrate clients’ financial models
with specific econometric based cost driver models.

» Strategy Advisory: Regiments capital, through its subsidiary ‘Burlington Consultants’, has
been able to assist clients with developing business plans and feasibility studies for market
entries and new technology. Burlington is a leading provider of strategy development
services in South Africa. Burlington is the market leader in areas of commercial due diligence
and investment support, and is one of the few local players that can offer top tier strategy
consulting services. Our approach is highly analytical to give fact-based solutions (Burlington
sweats the detail).
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Burlington has worked on over 150 engagements with more than 60 organisations ranging
from major listed corporates to mid-sized private companies, private equity and institutional

investors, and government and civic organisations.

Since its inception in Johannesburg, Burlington’s unique offering has been well received by a
broad spectrum of clients, resulting in sustained growth of our local team. The following

factors have been critical to our success:

A single-minded focus on delivering exceptional results for our clients

- An outstanding track record of past projects and client relationships

- The delivery of an international-standard, top-tier consulting product at rates that take

into consideration the realities of local economics

- Local ownership and management who have an intimate understanding of the African

business environment

- Senior staff with considerable local and international

management consulting

experience combined with non-consulting, real-world exposure to a range of industries

- An exceptional team of consultants nurtured through a structured development

program

- AAA rated Black Economic Empowerment credentials

Burlington offers a full range of management consultancy and advisory services including
strategy formulation, operational improvement and organisational development, aimed at
assisting our clients in achieving full potential in their businesses.

In addition, our transaction services support investors assessing opportunities through
commercial due diligence and assist vendors or entrepreneurs seeking funding by developing
investment memoranda and business plans.

1.2 FUND MANAGEMENT

Our fund management mainly provides innovative asset management solutions using a liability-

plus approach. This is basically a risk management advisory service targeted at annuity funds.

The principal features of our asset management solutions include the following:

Closely tracking our clients liabilities,

Liabilities plus approach,

Sophisticated infrastructure to support liability analysis and the impact of investment

decisians,
Dynamically manage the assets to match the liahility, and

Strong oversight and risk management.
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Regiments Capital uses a dynamic asset-liability management approach in managing annuity
based funds. Asset-liability management is the practice of managing risks arising from the
mismatch between assets and liabilities. The dynamism introduced to our approach is due to the
active management of assets that would respond to the possible changes in underlying
liabilities.

Some of the areas where the Liability Plus approach has been successfully used include:

- Debt Redemption: Assist clients in managing and repaying large debt commitments on time.

- Rehabilitation Fund: Ensuring timely provision for the financial redemption of rehabilitation
liabilities through identifying, managing and hedging the financial drivers impacting on the
underlying liability.

- Post-Retirement Medical Liability: Post-retirement health benefits that are paid out after
retirement. These unfunded medical liabilities are generally driven by medical inflation
which has historically been significantly higher than general inflation.

- Retirement Annuity/ Pension Fund: Savings plan for retirement that is put in place to allow
individuals to enjoy the same life style during their retirement as they do during their
working life.

Regiments Capital has earned a reputation for designing and managing a successful debt
redemption fund that has proven to outperform the benchmark over the years. Currently,
Regiments Capital manages a debt redemption fund for the City of Johannesburg. The fund’s
outstanding performance over the years can be seen from the following figure.

1.3 STOCK BROKING (FIXED INCOME AND MONEY MARKET)

In 2005, Regiments Capital acquired a 51% controlling interest in FFO Securities, a JSE registered
stock- broking firm specializing in fixed income and money market transactions. In 2008,
Regiments acquired the balance of equity in the firm, making it a 100% owned subsidiary, and
proceeded to re-name the company “Regiments Securities”. The company was recently ranked
third by volume of fixed income transactions traded.

1.4 ReAL ESTATE

Our Real Estate business generates significant returns through large property development
opportunities. The most notable of these developments are Kgoro Sandton Gateway —a large
mixed-use development on the platform above the Gautrain station in Sandton, and Ferguson
Office Development in lllovo.
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Developing and managing property funds also falls under the purview of Regiments Real Estate.
It currently manages the Gauteng Fund, COJ Fund, and Housing Fund.

1.5 PORTFOLIO AND STRATEGIC INVESTMENTS: OWN BALANCE SHEET
INVESTMENTS

In addition to the Financial Advisory, Fund Management and Real Estate businesses, Regiments
Capital’s Proprietary Investments unit led a broad-based BEE consartium in the acquisition of
12.2% of Capitec Bank Holdings Limited. We previously held a stake in Nedbank through the
Eyethu Corporate Scheme and have recently structured an investment into MTN through the
MTN Zakhlele BEE scheme. Regiments Capital has also made a number of other strategic
investments in the private sector.
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2 OUR CREDENTIALS

Regiments Capital operates primarily in the public sector space and caters for the complex
needs of local, regional and provincial governments, state owned enterprises, corporations,
institutions and entities responsible for infrastructure development.

2.1 FUNDING PLAN PREPARATION AND FUND RAISING CREDENTIALS

In 2009, Regiments Capital was appointed as funding facilitator for
the development of a funding strategy for CoJ’s R11 billion

i
‘medium term budget.

TG | [membe: h Y-

Following approval of the funding strategy, Regiments Capital was

‘appointed to assist the CoJ in implementing the recommendations

of the funding plan. Over R2.3 billion of short and long-term debt

was raised for their capital expenditure programme.

a world class African city

In 2009 COT appointed Regiments Capital to assess COT’s cash
flow and liquidity, analyze revenue sources, identify critical
success factors for COT and develop solutions to optimize COT's
balance sheet. Regiments capital raised 700 million for COT.

In October 2005, Eskom appointed Regiments Capital as joint lead
managers together with Calyon and J.P. Morgan for the capital
raising and issuance of a 500 million Euro bond.
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; South Africa (ACSA) as advisors in their capital restructuring
lAC S;A _ program. A review on SAA’s 5 year R21 billion capex and opex
. 4 programs was then carried out. Appropriate financially modelled

balance sheet trigger and target ratio’s based on comparative
airport analysis were developed together with a 5 year funding
plan including spread of financial instruments.

Regiments designed, ran and managed of RFP processes for appointment of a ratings adviser
and debt lead managers for SAA and assisted with the registration of R12 billion Domestic
Medium Term Note (DMTN) borrowing program (including obtaining shareholder (NDOT) and
National Treasury approvals); advised on the setup of a bond redemption fund; and successfully
managed the inaugural ACSA R2 billion 12 year bond issues in March 2007.

Review and update ACSA’s Capital Expenditure Programme;
requiring the preparation of an optimal funding plan through the
modelling of all expected cash flows. Our mandate included
assisting in the structure, pricing, placement and redemption
planning of debt raised in fulfilment of ACSA’s capital expenditure
plan. We then reviewed ACSA’s current financial risk management
framework and executed the funding plan.

ACSA

Amrrowns Comeasy Soun A4

Our advisory services made recommendations for ACSA’s revised financial risk management
framework and placed key human resources at ACSA for the establishment of an optimal
treasury, financial risk management and cash management solution. Regiments Capital then
updated and reviewed ACSA's 5 year R22 billion funding plan and advised on the issuance of
two of its bonds (AIR02 and AIRLO1) collectively valued at R1.151 Billion.

Regiments assisted ACSA on the drafting, adjudication and appointment of ACSA’s panel of
advisors on the DMTN. In order to assist ACSA with the achievement of the proposed funding
plan, Regiments Capital negotiated R9bn worth of committed general banking facilities with
various local financial institutions having conducted a hybrid feasibility study; originating,
structuring and advising on the pricing and quantum for a R1.75bn commercial banking term
loan as well as R5bn term loan from various Development Finance Institutions including ECA
Funding.

9|Page



FOF-07-478

VV7-DRF-290

In February 2008, Sovereign Foods appointed Regiments Capital to
perform an analysis of the CAPEX plan and develop a funding plan.
Sovereign Foods then engaged Regiments Capital to become the
capital raising agent pursuant of the funding plan.

A
(@,' sovereignfoods

h—

2.2 TREASURY REVIEW AND RISK MANAGEMENT CREDENTIALS

Regiments Capital performed a treasury review in 2007 involving
reviewing the ColJ treasury policies, procedures and processes in
line with the MFMA and National Treasury regulations.

Regiments Capital analyzed the asset portfolio for the Col and
realized R650m from financial asset sales (Note: These financial
assets were previously underperforming).

Regiments Capital was appointed to assist the Col to execute
interest rate swap transaction in March this year.

The Cal had a long term loan of R 1 hillion that carried a flexible
interest rate linked to 3-month JIBAR. The swap allowed the Col to
fix the interest rate instead of paying a variable rate that they used
to pay in the past.

a world class African city
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Regiments Capital designed a unique asset management solution

"' to provide efficient redemption of all listed debt of Col in
]oourg compliance with the terms of the MFMA. Management of a R5.7
billion (Col01, Col02, Col03, Col04, Col05 and new retail bond)
sinking fund on behalf of Col, in line with the unigue asset
management solution. Regiments reports on the fund’s
performance on a quarterly basis to the Col senior treasury
management team and semi-annually to the Asset and Liability
Committee (ALCO).

a world class African city

In 2009, Regiments Capital was appointed as funding facilitator in
order to identify, measure, manage and report on financial risks
within the approved cash management framework. Regiments
Capital’s key objective was to ensure that the cash resources of

a TNETIA I aRs A frican city the City were utilised optimally and assist in the adequate
planning of funding or investment decisions.

In 2009, the COT appointed Regiments Capital to assist COT
treasury in reviewing and advising on a treasury model for the
treasury. The COT treasury is primarily a group risk management
and execution service provider, which in the course of its duties
CETY QF TN services a number of divisions of COT. Regiments Capital is
currently making recommendations based on the review. Key risks
are being identified, quantified and action plans recommended.
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Denel appointed Regiments Capital to indentify, assess and
measure the company’s exposure to foreign exchange risk since a
D ENE L substantial portion of Denel’s costs are incurred in Euro or US

dollars. A financial analysis of Denel’s capital structure was
performed together with a Rand/Euro market evaluation.
Regiments developed a comprehensive strategy to protect Denel
against foreign exchange risk advising on the percentage of
exposure to hedge, what instruments to use and how often the
strategy needed to be measured and reported.

Regiments Capital was mandated by the largest state owned
enterprise (“SOE”) in South Africa to develop a financial risk
'r management framework (“FRMF”) that enabled the group to
successfully embark on a significant corporate restructuring
exercise. The Regiments Capital approach, unlike those of other

advisory firms, was a solution driven approach and custom
designed to meet the critical needs of the client.

TARANSNEN

The SOE therefore played an integral role in developing the design of the solution and, most
importantly, Regiments Capital made available its diverse exposure to various first world
treasury systems for the benefit of the SOE.

The mandate also entailed designing a template for the restructuring of the SOE’s entire group
treasury division to a world-class treasury in order to tackle the challenges of a rapidly
transforming environment. Regiments Capital was actively involved in the implementation of
the solution.

Regiments Capital was mandated by SAA to develop an enterprise
ESOUTH AFRICAN Wide risk management framework (“ERMF”) which mirrored the

AIRWAYS FRMF to ensure optimal decision making processes across the
organisation. The scope of the project ensured that the ERMF
process was aligned with the FRMF and the overall strategic
objectives as defined in the overall restructuring program of the

group.
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In February 2010, Sasria appointed Regiments Capital to develop a

other aspects of a business plan for each country Sasria intended

entering. Regiments also assisted with the submission of the
business plan to National Treasury for approval according to
section 54 (2) of the PFMA.

2.3 MODELING AND OTHER CREDENTIALS

NEDBANK

Nedbank appointed Regiments Capital to assist with the
development of an econometric credit risk model. The scope of
the work consisted of:

e Single Factor Analysis,

Multi-Factor Analysis,

Default prediction,

Development of the portfolio indices,

Development of the master index,

e A Nedbank-specific forecast of asset-class and aggregated
default rates,

e Regression analysis related to the various portfolios, and

e Back testing of the estimated variables.

Regiments Capital was appointed by DBSA to perform an
independent valuation of all the collateral held by the bank. The
scope of the work included:

e Providing an updated, complete and accurate collateral register
of all the collateral currently held by DBSA. The register included
collaterals from both performing and non-performing loans.

e Establishing a robust and logical approach to value the collateral

e Valuing the assets held as collateral.
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P Regiments Capital assisted the Development Bank of South Africa
(“DBSA”) with the implementation of a Project Finance Risk Rating
Tool.

for the project finance portfolios, using a cash flow projection and
simulation approach while:

DB% The objective of the planned project was to build a rating model

e Prioritizing simplicity and flexibility over complexity and
avoiding a ‘black box’ approach

e Tailoring the model to particularities of South African project
finance deals (and more generally deals within the SADC
region), including special attention to the multinational nature
of transactions, and country-related risks including
government support and legal systems

e Including standardized cash flow projection models to
enhance consistency of credit analysis

e Enabling sensitivity and scenario analysis

e Offering the capability to link into monitoring/early warning
processes, in particular the ability to re-rate projects already
existing in DBSA’s portfalio. '

Regiments Capital assisted the United Bank of Africa Plc (“UBA”)

' with the implementation of a top-down Pillar Il capital impact
UBA ‘ assessment with respect to Basel Il regulatory capital.

United Bank for Africa

UBA which is the largest financial services institution in West
Africa with a balance sheet size in excess of one trillion Naira and
more than six million customer accounts engaged Regiments to
assist with meeting both its regulatory and internal risk capital
demands.
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3 STAFF RESUME

3.1 REGIMENTS CAPITAL

3.1.1 EXxecuTIVE DIRECTORS

Name Litha Nyhonyha

Current position Executive Chairman

Years of experience 20 years

Home office Johannesburg

Qualifications e BCom - University of Cape Town

e Qualified CA(SA)

Professional associations | ¢ Member of South African Institute of Chartered Accountants (SAICA)

Language skills English, Xhosa
Country experience South Africa
Employment history e Regiments Capital (2004 — current). Together with his existing partners, Litha

started Regiments Capital. Litha is also a director of Warldwide, South African
Express Airways (a wholly owned subsidiary of Transnet) and chairman of
Plessey. He is the immediate past chairman of the University Council of the new
North West University formed after the merger of the former Potchefstroom
University and the former University of North West. Regiments Capital is the
parent company of Regiments Fund Managers which runs the Col Debt
Redemption (Sinking) Fund.

e Worldwide African Investments (2001 — 2004). Litha joined Worldwide African
Investments to restructure the group and develop its financial services strategy.
This lead ta Worldwide focusing its financial interests on NBC Holdings, an
actuarial consulting and fund administration business. In 2002 Litha was
seconded by Worldwide to NBC to stahilise the business and return it to
profitability. He successfully established the business but due to disagreement
on strategy with the Executive Chairman decided to exit NBC at the same time
the majority shareholder, Worldwide was exiting.

®  SA Express Airways (1994 — 2005). Litha was the Founder-Directar of SA
Express Airways and was also the Chairperson of the Audit Committee. He has
served on the SA Express Board for over 10 years.

e Thebe Investment holdings (1992 — 2001). In 1992 he estahlished Thebe
Investment Holdings, the first significant BEE investment holding company in
South Africa, with Mr Vusi Khanyile. At Thebe, Litha was responsible for all
acquisitions and growing NAV from R100 000 to over R500 million in a few
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years.

e  Ernst and Young (1989 — 1992). After completing his articles in 1989 he
completed his articles of clerkship in Ernest and Young. After serving as senior
audit manager, Litha moved to the corporate finance department of Ernst &
Young until his departure in 1992,

Experience e Financial Services Strategy Development
e Acquisitions and NAV growth
s Senior Audit Manager
e Corporate Finance

Name Eric Wood

Current pasition Executive Director

Years of experience 25 years

Home office Johannesburg

Qualifications

e Masters of Management (ENT and NVC), Cum Laude (Wits)

e Completed Accounting Articles

Language skills

English, Afrikaans, Spanish

Country experience

South Africa, Poland, Czech Republic, Hungary

Employment history

e After completing his accounting articles in 1985, Eric joined the stock broking firm
of Frankel Kruger Vinderine as a trainee bond dealer, There he established a
bond option operation that grew to become the largest bond option broking
business (by volume) in the SA market.

e In 1988 Investec Bank approached Eric in order to set up a Fixed Income trading
business. This business developed into the largest market maker of bond options
and exotic fixed-income derivatives in SA. Under Eric’s guidance the business was
expanded into Equity derivatives trading, Fixed Income and Equity structuring and
Gold and Kruger-rand trading. Eric was subsequently approached in order to
expand Investec’s interest rate desk into trading Caps, Floors and Swaptions in
RSA and Eastern Europe. Eric was appointed to the Investec Group Strategy and
Policy committee in 1994. He was instrumental in the appointment of Investec as
official Market Makers for South African Government Debt and served as
chairman of the Primary Dealers Association in 1999 and 2000. In addition, Eric
was appointed to bond exchange EXCO in 1999 and 2000.

e InJanuary 2002 Eric left Investec Bank in order to pursue new business
opportunities. He subsequently set up the infrastructure for a Hedge Fund
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husiness for Credit Commerciae (Pty) Ltd and proceeded to attract capital for the
first of their hedge funds. He was involved in the trading and operating of this
fund form 2002 to 2004.

e |n 2004, Eric left Credit Commerciae to jointly found Regiments Capital.

Experience e Statutory Audit and Advisory

e Financial Risk Management and Governance
e Foreign and Local Debt Origination

® Regulatory Compliance

e PFMA and MFMA

[isre Niven Pillay

Current position Director

Years of experience 23 years

Home office Johannesburg

Qualifications »  BSc (Electrical Engineering/Camputer Science). Princeton University.

e Bachelor of Public and International Affairs - Princeton University

Language skills English
Country experience South Africa
Employment history e Niven started his career as a management consultant with Andersen Consulting.

e |n 1992, Niven joined Standard Merchant Bank to start up the Interest Rate
Derivatives business. By 1994, Standard Merchant Bank enjoyed 70% market
share in this business. In late 1994, Niven was appointed Director with
responsibility for Derivatives.

e InJune 1995, Niven left SCMB to spend a 4-month stint with Investec with
responsihility for cross-market structuring.

e Hisnext job was with ABN Amra where he spent 1 year establishing the trading
operation in Johannesburg before being transferred to London to start up the
Emerging Markets Derivatives business.

e After 3 months, he joined UBS in Landon as Executive Director: Emerging
Markets Derivatives.

s He started at Wipcapital in December 1999 as Executive Director and Head of the
Structured Markets Division until he left to join Regiments Capital in 2004.

e Niven is currently in the process of setting up Regiments Capital’s ALCO Risk
Management Advisory (primarily to insurers and pension funds) and Fixed
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Income Fund Management business.
s Niven is also the preceding Chairman of Johannesburg City Power.

s Niven is the executive directar in charge of the Col Debt Redemption (sinking)
Fund since inception in 2006.

Experience = Consulting

s Financial Modelling :It Systems, Interest Rate Derivatives & Cross Market
Structuring

e Trading
e Risk Management Advisory

= Debt Redemption (sinking) Fund Specialist.
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3.1.2 REGIMENTS FUND MANAGERS: KEY PERSONNEL

hame Paul Bate

Current position Investment Strategist
Years of experience 31 years i
Home office Johannesburg
Qualifications e C.A.LB(1975)

e  Diploma in Financial Management (Damelin Management School 1983)

e Managerial Finance, Advanced Management Finance, Tax and Management
Planning (Wits Business School 1983 — 1985)

e Advanced Financial and Banking Management-Wharton Business School,
Philadelphia (USA 1985)

* Banking and Managerial Finance-Insead International Business Schaol
Fontainebleau (France 1989)

e  Asset and Liability Management — Sungard Financial Systems, Boston (USA 1993)

Language skills English
Country experience South Africa, Zimbabwe
Employment history s  Regiments Capital Pty Ltd (2010 — present). Senior Fixed Income/Money Market

Trader and Fund Manager. Paul has been the Senior Trader on the Col Debt
Redemption (sinking) Fund since joining Regiments.

s ALM (Asset and Liability Management) consultancy (2003 - 2009). Commenced
offering ALM workshops to banks on the African Continent and conducted in
excess of 65 workshops in 14 countries outside of South Africa, including
workshops for the International Finance Corporation of the World Bank. In
addition workshops were conducted for banks/institutions in South Africa
including ABSA, Nedbank, KPMG and Mercantile Bank. Established a relationship
with Nedbank to conduct workshops and install ALM risk models in their Africa
operations. Risk models were also installed into 5 other banks on the continent,
including Bank Windhoek in Namibia.

s African Merchant Bank Ltd (1997 — 2002). Approached to head up the Maoney
Market Desk at AMB, His responsibilities as Head of Money Markets and Funding
included balance sheet management, group funding, liquidity management,
statutory requirements, money market trading, Head of Alco Committee,
caorporate lending and relationships as well as being a member of the Risk
Committee. In January of 1999 Paul was seconded to African Bank (a subsidiary
of AMB) in charge of the Treasury Division. His duties included risk management,
treasury policies and procedures and Alco development. In 2002 Paul was
appointed as Treasurer at AMB. Built an ALM risk model which was approved for
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use by Deloitte and Touche and the Reserve Bank.

s Msele Corporate and Merchant Bank Ltd (1995 —1997). A start up wholesale
treasury operation that culminated in the formation of FBC and thereafter the
merged entity with Fidelity Bank Limited. Paul departed before the FBC/Fidelity
merger to join African Merchant Bank Ltd.

e Standard Merchant Bank Ltd (1981 - 1995). Upon relocating to South Africa, Paul
joined Standard Merchant Bank as a Manager in the Banking Division responsible
for corporate clients. In 1983 he was tasked to establish the Domestic Treasury
Trading Desk running 2 corporate asset books. These books grew from start-up of
R100m to R3bn at the end of 1995 with a client base in excess of 400. Between
1986 and 1988 his role broadened to asset liability management, product pricing,
bank funding and money market trading. In 1990 he was appointed as the
Assistant General Manager in the Treasury Division responsible for the running,
structure and control of SMB's balance sheet. Following the merger of SMB and
the corporate division of SBSA, Paul was appointed as the Director of Funding
and Corporate. His portfolio including the funding of the entire Standard Bank
Group with an asset base of R65bn.

e  Barclays Bank International Ltd (1965 — 1981). Paul began his career at Barclays
Bank Zimbabwe in October of 1965. Following numerous promotions throughout
his career at Barclays, Paul departed as an Assistant Branch Manager responsible
for 65 Employees. Paul and his family immigrated to South Africa in 1981.

Experience e Asset Liability Specialist and ALM Training Expert

e Fixed Income and Money Market Trading

e Risk Management

e Debt Redemption (sinking) Fund Trading Specialist.
Name

Sybil Kekana

Current position

Senior Investment Analyst

Years of experience

13 years

Home office

Johannesburg

Qualifications

= Bachelor of Commerce Honours (Finance) Pretoria University
e Diploma in Investment Management ( Johanneshurg University)

e Bridging Certificate Theory of Accounting (Johannesburg University)

Professional assaciation

e Member of the Association of Corporate Treasurers of Southern Africa

Language skills

English, North Sotho
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Country experience South Africa

Employment history Syhil Kekana started her career at Standard Bank of Southern Africain 1991 as a
graduate trainee. She spent two years at the bank before moving to Rennies Travel as
a Foreign exchange consultant in charge of dealing in foreign exchange sales to leisure
and corparate clients. In 1993, Sybil was promoted and moved to the internal audit
department of Rennies Travel. She worked as an internal auditor in charge of branch
audits. In 1996 she moved to Price Waterhouse Coppers (PwC). She worked with PwC
from 1996-2000 as an internal auditor, responsible for manufacturing and public
sectar audits. Amongst the others her major clients included Medscheme, Land Bank,
Hudaco, Department of Housing and Transnet. She gained valuable experience in
various systems and processes, legislation compliance and GAAP in practice during
her years with PwC. Sybil was in charge of overseeing these audits from inception to
audit report stage. Sybil's diligence, attention to detail and meticulous approach to
audit assignment contributed to her success in this field.

She joined Standard Corporate and Investment Bank in 2000 working as a senior
manager on the Interest Rate Derivatives Sales and Structuring division where she
was responsible for structuring interest rate solutions for a portfolio of clients, Her
main job functions included providing pricing on interest rate products such as swaps,
options and cross currency interest rate swaps to corporates and parastatal clients.
The 5 years spent at Standard Bank was instrumental in shaping her career in the
financial market. Apart from executing deals with clients Sybil was instrumental in
developing training manuals for graduate trainees at the bank. As part of her
development on interest rate sales and structuring she conducted educational
seminars involving mechanics of financial markets to corporate and parastatal clients.

Sybil joined the South Africa Post Office in 2006 as a Treasury Dealer in charge of
managing Post Office’s R4 billion Investment portfolio. She reparted to the Post Office
Group monthly Asset and Liahility Committee on the performance of the portfolio.
Sybil praject managed the implementation of a treasury management system for the
Post Office Group. She is also member of the working committee responsible for
Posthank corporatisation scheme. She is an ex-officio member of the Postbank
Committee.

Experience e Interest rate derivatives sales and structuring
e  Funds management
e Internal Audit

e Managing of sinking fund sales and distribution.

Name Andrew Daniel Lanyi

Current position Portfolioc Manager
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Years of experience 10 years

Home office Johannesburg

Qualifications MSCi Physics, Cambridge University (2002)

Language skills English

Country experience South Africa, New York, United Kingdom

Employment history e Regiments Capital (Mar 2012 - Present). Daniel is currently a portfolio manager

at Regiments Fund Managers.

e Rand Merchant Bank (Jun 2010- Oct 2011). Daniel was an Interest Rates and
Derivatives Trader

s Royal Bank of Canada (2008-2009). Daniel was an Interest Rates Trader,
specifically trading EMEA Interest Rates (European, Middle East and Africa)
Interest Rates.

e HSBC (2007-2008). Daniel was an Interest Rates Trader, specifically trading
Rand/Poland EMEA Interest Rates (European, Middle East and Africa) interest
Rates.

e Goldman Sachs (2002-2006). Daniel was a GT10 EFEX forwards trader, specifically
trading the Emerging Markets EFEX spot and forwards, Options (all categories)
and EMEA Interest Rates (European, Middle East and Africa).

Experience e |nterest Rates Trading EFEX spot and forwards
e Emerging markets EFEX Trading
e  Options Trading

e EMEA(European, Middle East and Africa) Interest Rate Trading

Name Shaun Dunstan

Current position Portfolio Manager

Years of experience 10 vyears

Home office Johanneshurg

Qualifications e BCom (Finance), University of the Witwatersrand,2001

e  SAC| Certificate, 2002

e  RPE Certificate, 2003

Language skills English

Country experience South Africa, New York, United Kingdom
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Employment history e  Regiments Fund Managers (Mar 2012 - Present). Shaun is currently a portfolio
manager at Regiments Fund Managers.

e Standard Bank SA (lul 2011 - Feb 2012). Shaun was a head of Bond trading at
Standard Bank, managing bond trading book and driving Standard Bank brand
awareness locally and offshore.

e Nedbank Capital (Jun 2009 - Jun 2010). Shaun was a member of Interest Rates
Sales and structuring for the asset managers.

e  Deutsche Bank (May 2006 - Jun 2009). Shaun was the Bond Market Maker and
Trader, specifically to generate Income and stimulate business development and
growth for foreign bond trading between South Africa and United Kingdom
market.

e Rand Merchant Bank (Mar 2003 - May 2006). Shaun started as a trainee and
moved across all desks (Money Market, FRA SWAPS FX Commeadities and Bond
Desk). He was then promoted to the Interest Rate desk in charge of the interest
rates desk and the Bond Boak primarily to facilitate trades for client services.

Experience e Fixed Income trading
o FXTrading
Name Brett Mahon
Current position Fund Manager / Quantitative Analyst
Years of experience 9 years N J
Nationality South African
Home office Johannesburg
Qualifications e BSc. Engineering (Electrical), University of the Witwatersrand, 2002

e  FSB Registered Persons Exam, RE5, 2010

Language skills English
Country experience South Africa, Ireland
Employment history e Regiments Fund Managers (Mar 2011-Current). Hedge Fund Manager and

Quantitative Analyst. Brett manages the Duality Systems Primary Fund. The fund
is a market-neutral quant equity fund. Brett also assists is general system design,
research and modelling for the Regiments Group.

e  Duality Systems (Nov 2008-Mar 2011). Director. As a director of the business
Brett oversaw all aspects of the business and specialised in system design,
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trading strategy design and risk management.

Brett also co-authored the systems used throughout the business. These systems
managed all aspects of the fund from live trading, risk analytics and back-office
profit and loss management

s Coronation Capital (Oct 2005-July 2008). Risk Manager. Major responsibilities
involved monitoring and managing group-wide market and credit risk, including
risk reporting for the executive board. Reporting and analysis was required for
hoth far the local and offshore (UK and Ireland) branches of the group.

This reporting included Value at Risk, volatility / underlying risk matrices and
total market and credit exposure. Brett developed a system running in C#, R
(mathematics package), VBA and SQL to achieve these ends.

In addition to this, the company ran the SunGard Front Arena front-to-back office
system. Maintenance and upgrading this system from a functional point of view
was his respansibility.

s Comair Limited (June 2005-October 2005). Application Development Contractor.
Work included analysis and development of software for the airline. The project
included both windows forms applications and web applications. This ran on top
of a web service layer along with web components. These components formed
the basis of the www.kulula.com website.

s MyBeat Interactive (Jan 2004 — June 2005). Senior Software Developer. Brett
perfarmed full life-cycle development of various products and services affered by
the company. He was involved in the architecture/design phase through
development, testing and software maintenance. He was also responsible for the
database design aspects and performance tuning of the live systems

Experience e Quantitative Analysis — Statistical Modelling, Monte-Carlo analysis, Time-series
analysis.
e Software Architecture and Development
e  Algorithm Design
e Project Management, Business Development
e Equity analysis and trading
s  Risk Management — Market and credit risk management across asset classes
e  ALM Risk Management of sinking funds.
Name Michael Barber

Current position

Fund Manager / Quantitative Analyst

Years of experience

9 years
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Nationality South African

Home office Johannesburg

Qualifications BSc Engineering (Electrical), Wits 2002, Cum Laude

Language skills English

Country experience South Africa, United Kingdom

Employment history * Regiments Fund Managers (Mar 2011 onwards). Michael is currently a hedge

fund manager and quantitative analyst at Regiments Fund Managers. He has also
worked on exotic derivatives pricing, and software systems design and
optimisation for the Regiments group.

e  Duality Systems (Oct 2009 to Mar 2011). Michael was a director and quantitative
analyst at the market-neutral equities fund, focusing on trading system
development and analysis. His analytical work included the design of the
statistical modelling framewark used in the business, development of advanced
statistical models, cointegration modelling, and other statistical arbitrage work.
On the systems side, he handled the design and construction a high-frequency
algorithmic trading solution, as well as the analytics infrastructure used for all
the live market instrumentation for real-time trading decisions.

e Deutsche Bank, South Africa (Jul 2007 to Oct 2009). Michael was a quantitative
developer responsible for the design and implementation of high frequency
statistical arbitrage trading systems in several emerging markets, including South
Africa, Brazil and Turkey. Related work included the design and testing of related
systems, including low-latency market data feeds, tick data archival and analysis,
and statistical analysis. He was also responsible for the deployment and
integration of an online pre-trade risk-analytics solution.

e RiskWorX, including Rand Merchant Bank and Standard Bank (Sep 2006 to Jul
2007). Michael was employed as a risk analyst and integration engineer. As a risk
analyst, he was responsible for developing pricing algorithms for various vanilla
and exotic instruments traded by Standard Bank, as well as assisting with the
value-at-risk calculations and reporting. As an integration engineer, he was
responsible for integration of front-office and risk systems, diagnosis of errors,
resilience planning, and system performance optimisation.

e Mintek (Feb 2003 to Sep 2006). Michael was a senior engineer at Mintek,
responsible for designing and building advanced, high-performance online
process control systems for the minerals processing industry. His main focus was
on AC arc furnace control systems, statistical process control, and several
components of system integration and user interfaces.

Experience e Statistical modelling

e Optimisation and machine learning
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s  Advanced software design, development, and integration
e Derivatives pricing and modelling

e Trading strategy development and back-testing

e Statistical arbitrage and high frequency trading

e Riskanalytics

e  Sinking fund analysis

Name Thabo Letlaka

Current pasition Fixed Income Trader

Years of experience 4 years

Home office Johannesburg

Qualifications e Post Graduate Diploma in Management (Actuarial Science Canversion)
(University of Cape Town (UCT), 2007)

e Bachelor of Science (Mathematics and Statistics) (Rhades University, 2004)

Professional associations | e  Actuarial Society of South Africa Student

Language skills English, Xhosa

Country experience South Africa

Employment history s Regiments Capital Pty (Ltd) (August 2008 - Current). Thabo joined Regiments
Fund Managers as a Risk Associate in the Trading team. He is also working with
Health Monitor Company (a company in the Regiments Capital group) working
in the HIV/AIDS team modelling the cost impact of HIV/AIDS on entities

e RisCura Solutions Pty (Ltd) Started in February 2008 and left later that year.
Thabo's responsibilities lay in the unitisation team. He did reporting and
analysis on the performance of the Fundsand also handled other queries that
the Fund’s trustees required. The second set of responsihilities he had, were
with the quantitative (quant) research team, where he handled quant queries.

s Momentum Collective Benefits. 4 Months of Vacation Work as a UCT student.
As a university student Thabo Letlaka worked for Momentum Collective
Benefits as Risk Analyst in the (Premiums) Quotes division, where he analysed
the premiums groups of lives for various Sums Assured. This was on an initial
and re-broke hasis.

Experience e  Economic Madelling

e VBA Development
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e  Sinking Fund Perfarmance Analysis
e  Healthcare Actuarial Modelling

e Fixed Income and Derivative Trading

Name Louis Schutte

Current position Risk Analyst

Years of experience 5 years

Home office Johanneshurg

Qualifications e  MSc. Quantitative Risk Management — North West University (2005)

e BSc. Honours Quantitative Risk Management — North West University (2004)

s  BSc. Business Mathematics and Informatics — Potchefstroom University (Cum
Laude) (2003)

s N4, N5, N6 Mechanical Engineering — Potchefstroom Technical College (1999)

Language skills English, Afrikaans
Country experience South Africa
Employment history s  Regiments Capital (August 2008 — current). Louis joined Regiments Capital as a

Risk Analyst in the Financial Risk Advisory unit in August 2008, Louis Managers the
Risk process of the Col Debt Redemption (sinking) Fund. Since joining Regiments
he has been working on a collateral valuation project for a development bank. He
also worked on a Basel Il project for a Nigerian bank in which Regiments was
asked to calculate the overall regulatory capital as per the Basel |l accord for the
entire banking group. Other projects that he worked on include writing of a
business plan for a SOE and loan analysis for the twa major municipalities in
Gauteng.

e Standard Bank (2007 — 2008). Louis was part of a project team that conducted a
proof of concept project to implement an Integrated Financial and Management
Accounting solution for Standard Bank Off-share Group on three of their
products. The solution was part of SAP Bank Analyser. Tasks performed include
documentation, customising and testing. He was also assisting in the customising
of the SAP Balance Analyser which is part of the SAP Bank Analyser by doing
customising, testing and writing of documentation. The system was being
implemented for one retail product as the analytical finance solution in a proof of
concept project.

s ABSA (2006 —2007). Louls undertook creating SAS data sets in preparation for
stress testing models to be huilt, assisting with maintaining and updating the
QRM system for market and credit risk and with the population of the Bank Act
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returns 200 series from SAP BW as required by the SARB. He also assisted In
implementing the Basel Il solution in QRM by making sure that the regulatory
capital was being calculated correctly. He performed all the functions relating to
the Calculation Process technical setup and configuration based on the Basel Il
approaches selected by ABSA for Retail and Wholesale lines of business on the
SAP Credit Risk Analyser which is part of the SAP Bank Analyser. Louls also
assisted in sorting out data issues relating to the Calculation Process of the
regulatary capital requirement of ABSA bank for Retail and Whalesale, ran the
Calculation Process in the SAP Credit Risk Analyser, analysed the errors and
results and reported back to managers on a monthly basis. He re-configured the
Credit Risk Analyser in release 5 of SAP and assisted with the population of the
Bank Act returns 200 series from SAP BW as required by the SARB.

e  ABSA Insurance (2005 — 2005). Louis managed a small research project as part of
M Sc. studies on the insurance cycle, the factors that impact it and how it could
potentially be forecasted.

Experience

e  Process Consultant

o Quantitative Risk Management

e  SAP—Bank Analyser: Including configuration of the Credit Risk Analyser
e SDL(FDB)

« AFl

e BW Business Explorer

e Risk and Data Analysis Skills using SAS

e Risk Dimensions

e Enterprise Miner (Data Mining)

s S+, Rand Matlab programming language

e  Sinking Fund Risk Specialist

Tiro Mokoka

Name

Current position Business Development Associate
Years of experience 5 years

Home office Johannesburg

Qualifications

BCom — Business Management (UNISA)

Language skills

English, Tswana

Country experience

South Africa, United Kingdom
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Employment history

e Regiments Capital (2012-Present). Business Development Associate. Tiro is
involved in growing the business. This includes meeting with clients, determining
their requirements and communicating these to Regiments in order to build
custom solutions.

= Keliana Management (2008-2008). Marketing and Events Manager. Tiro planned,
managed and controlled the marketing campaign for Emoyeni Conference Centre.
It was his mandate to manage CRM with clients, and expand the client base. All
events at the centre were planned, and executed by him.

e  South African Breweries (2007-2008). Events Co-ordinator. Tiro’s duties involved
planning, managing and controlling all beer selling oppartunities such as beer
fests, concerts, fashion shows, golf days and sports days to name a few. He also
managed all staff, promotional activities, catering and security for the events.
Tiro planned the annual/quarterly/monthly budgets for the events department,
and implemented the events strategy for SAB Isando.

e Verpakt services (2006-2007). Risk and fraud contact agent

e  First National Bank (2005-2005) .Financial sales consultant

Experience e  Business strategy consultancy
s Marketing
e Events management
o  Marketing

Name

Brian Gritzman

Current position

Risk Administrator

Years of experience

4 years

Home affice

Johannesburg

Qualifications

e BSc(Mathematics and Mathematical Statistics), Wits, 2009

Language skills English
Country experience South Africa
Employment history e Regiments Capital (2009 — present). Brian joined the Regiments Fund Managers

division as a Risk Analyst. Brian farms part of a team that is respansible for the
management of the debt redemption fund. His main responsibilities amongst the
others include, overseeing the fund’s risk and investment management processes
and modelling and developing structured products. He is also part of a team
augmenting the current risk system on the existing platform to a new platform
developing the functionality on the new risk system. Brian was appointed to
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oversee and manage the migration of COJ's debt redemption fund from the
Dibanisa back office to Maitland.

e Regiments Capital (2008 — 2009). Brian joined Regiments Capital as a Risk Analyst
assigned to the Development Bank of South Africa (DBSA) Project undertaken for
the Workout and Recovery Unit. In addition, Brian formed part of the Nedbank
Credit Risk Index (CRI) Project Team designed to provide the client with a relative
risk measure for providing credit to a portfolio exposure.

Experience e Risk analysis
e  Back office administration

e  Risk administration
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3.1.3 REGIMENTS ADVISORY: KEY PERSONNEL

Name Andile Nyhonyha
Current position Head of Advisory
Years of experience 16 years

Home office Johannesburg
Professional qualifications | Bjuris, LLB

Country experience South Africa

Employment history

Andile started his career in 1994 at Standard Merchant Bank (Treasury Division) in
the back office, providing support for the dealing room and compliance with the
SARB exchange control regulations. In 1995 at the time when SCMB was merging
with some divisions of Standard Bank to form Standard Corporate and Merchant
Bank, Andile joined the Corporate Finance department where he was responsible
for identifying merger and acquisition apportunities and advising and funding Black
He left SCMB in 1999 and joined Legae
Securities as the Executive Director responsible for Corporate Finance. When Legae

Economic Empowerment opportunities.

Securities was sold to Wipcapital in 2000, he founded Wip Treasury Solutions, which
he ran as the Chief Executive Officer. In November 2001 Andile was appointed Head
of Carporate Finance at Wipcapital. Andile left Wipcapital at the beginning of 2003
to establish Regiments Holdings and Regiments Capital. . Andile left Regiments in
2007 to establish Mfanta Investment Holdings. In November 2010 he rejoined
Regiments as Head of Advisory.

Name

Tewodros Gebreselasie

Current position

Senior Economic Advisor / Senior Econometrician

Years of experience 14 years
Nationality Eritrean
Home office Johannesburg

Qualifications

s  MCOM in Economics (Specialization in Trade & Investment) — University of
Pretoria (Jan 2005 - Sep 2006) — Cum Laude

e MPhil in International Business Management — University of Pretoria {lan 2002 -
Dec 2003) — Cum Laude

s BCom (Honours) in Economics — University of Pretoria (Jan 2004 - Dec 2004)

e BCom (Honhours) in Business Management — University of Pretoria (Feb 2001 -
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Dec 2001)

e B.A.in Business Management — Addis Ababa University (Sep 1989 - Jul 1992)

Professional associations | @  Economic Society of South Africa (ESSA)

Language skills English
Country experience South Africa, Eritrea, Ethiopia
Employment history =  Employment, Growth and Development Initiative, Human Sciences Research

Council of South Africa, Pretoria (Sep 2006 — May 2008). Tewodros conducted
rigorous studies on growth, poverty reduction, and unemployment in South
Africa. The studies mainly focused at evidence based scenarios for halving
unemployment and poverty as part of South Africa’s growth path. He also
published peer-reviewed academic journal articles and participated in local and
international workshops and conferences and was involved in conceptualizing
research projects and writing up project proposals for funding.

e Faculty of Law & Department of Ecanomics, University of Pretoria, South
Africa (Mar 2006 — Sep 2006). Tewodros caordinated the LLM (in Trade and
Investment law) and MCOM (Economics in Trade and Investment) Trade
Programmes. The Programmes were designed to address the shortage of
African experts in trade and investment areas who can represent African
interest at multinational foras, principally WTO. He also organized the Annual
African Trade Moot Competition.

e  Pan-African Investment Pty Ltd, Johannesbhurg (Mar 2006 — Sept 2006).
External Consultant contracting to do financial modelling. Successfully
completed to build a robust financial model for a project that cost R400 million
(USS 57 million). Involved in econometric modelling of the contribution of the
Tourism sector of South Africa.

e  Medstra Business Administrators, Pretoria (Jan 2005 — Mar 2006). Compiled
statistical information on the profile of new and existing clients of BESTMED
Medical scheme and assisted the Finance Section.

® Department of Economics, Pretoria (Jan 2005 — Mar 2006). Part-time
Researcher on modelling South African exports to the rest of the World using
panel econometrics technique. The modelling work involved all industries at SIC
3 digit classification.

e Commercial Bank of Eritrea, Asmara (Nov 1998 — Feb 2001). Undertook
quantitative and qualitative analysis of credit information and documentation
as the Credit Administration Officer.

e Commercial Bank of Ethiopia, Addis Ababa (May 1994 — Sep 1998). Tewodros
was a Relationship Officer who identified the specific needs for banking
products of each corporate account customer, while conducting on-going
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financial evaluation and analysis.

Experience e Research Specialist on growth, poverty reduction, and unemployment
e Economics - Trade & Investment Specialist

e Trade Projects Coordinator (LLM / MCOM / Trade Maot)

e  Financial and Econometric Modelling

e Panel econametrics Technique Modelling (SIC 3 digit classification)

e (Quantitative and Qualitative Credit Analysis
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3.1.4 ReGIMENTS PROPERTY: KEY PERSONNEL

Name Umeiya Majam

Current position Corporate Finance Specialist

Years of experience 15 years

Home office Johannesburg

Professional qualifications | CA (SA) H Dip Tax Law

Language skills English

Country experience South Africa

Employment history Umeiya brings a wide range of public and private sector experience to Regiments
Capital. After obtaining her primary financial advisory education in Structured
Finance at ABSA and Real Africa Duralink, she has been involved in various domestic
and foreign debt and equity capital raising initiatives, merger and acquisition
transactions and consulting assignments, primarily through Leverage Finance and
Kurisa Finance. Highlights of her career include the restructuring of the property
portfolio and divisions of Telkom SA, the corporatisation of the municipal-owned
entities of City of Johannesburg, the cross-border merger and acquisition of
Gateway Telecommunications across four countries, and the disposal of the non-
core husinesses of Transnet. Umeiya has also managed transfers of employees in
respect of disposal transactions with Labour Unions, parliamentary and legislative
amendment processes as well as inter-governmental business transfers.

Name Phia van der Spuy

Current position Property Spe;ialist

Years of experience 15 years

Home office Johannesburg

Professional qualifications | M Com (International and Local Taxation); CA(SA); B Com Hons (Industrial
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Psychology)
Country experience South Africa
Employment history Phia has experience in domestic and cross-border vanilla and structured property

finance, encompassing the financing of existing property, as well as property
developments in the commercial, industrial, retail and housing sectors. She also
worked for a property developer as part of the implementation team and was
responsible for the funding of its asset book, as well development feasibility studies
of prospective development opportunities and actual developments undertaken.
Her role also included asset management through the optimisation of assets,
including reducing funding and operating costs and increasing income from tenants.
She headed business development for a private equity housing fund.
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3.1.5 REGIMENTS SECURITIES: KEY PERSONNEL

Name Thabo Maseko

Current pasition Head Fixed Income Sales Trader

Years of experience 12years

Home office lohannesburg

b4

Professional qualifications Bachelor of Commerce (Financial Management) (UP)

ACI Institute Dealing Certificate

ISE Traders Certificate

Financial Engineering (UP)

Junior Certificate IFM (SAFEX)

Ordinary Certificate IFM (SAFEX)

Addressing Corporate Needs With Treasury Instruments
Credit Monitoring And Control (IBF¥)

Accounting For Treasury And Derivative Products (IBF¥)
Identifying And Managing Credit Risk In Derivatives (IBF¥)
Credit Monitoring And Control (IBF¥)

Introduction to Trade Financing (IBF¥)

Effective Relationship Management (IBF*)

Y VoV el ¥V W W

*|BF Institute of Finance and Banking (Singapore)

Language skills » English, North Sotha, Zulu, Afrikaans

Country experience South Africa, Singapore

Employment history » Thabo Maseko started his career at African Merchant Bank of in 1999 as a
graduate trainee. He spent his time at the bank trading foreign Exchange Spot,
Forwards, Currency futures and Currency options on the Rand.

» Trainee at Deutsche Bank Singapore and Asia Pacific Head Office. Areas of
training, Trade Finance, In-house Consulting, Capital Markets Sales, Corporate
Banking sales and Private Banking. The other area was at the Monetary
Authority of Singapore (IBF*).

» He then co-founded Sakhumnotho Group of Companies responsible for
Investment Advisory Services to Corporate clients and internally for the group.
His duties also included deal structuring, Capital Raising, Project evaluation and
Valuations.

¥ He then moved to Maude Street Securities as Fixed Income Sales Trader for
Institutional Sales. Ran a proprietary Trading book of Bonds and bond Options
for the company as well.

» Later on Joined Legae Securities as both Fixed Income and Equities Sales Trader.

Primarily developing trade |deas, and Trade Forecasting and Research writing
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and distribution.

» He then also ran a co-founded a corporate advisory and business planning
consultancy firm. Leruo Corporate Consulting. \Was responsible also for Capital
Raising for small businesses and NGOs.

Experience ¥ Interest rate derivatives sales and structuring
» Forex Trading
¥» Technical Analysis
¥ Corporate Finance
» Capital Raising
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3.1.6 REGIMENTS CAPITAL PRINCIPAL INVESTMENTS: KEY PERSONNEL

Name

Jonathan Loeb

Current position

Senior Corporate Financier

Years of experience

5 years

Home office

Johannesburg

Professional qualifications

% ACMA (Chartered Institute of Management Accountants, UK)

» B Com Honours (Finance)

Country experience

South Africa

Employment history

» laonathan is currently a key member of the corporate finance team at Regiments
Capital. He is responsible for the analysis, structuring (financial and tax) and
implementation of deals both within the group and for clients.

» Prior to joining Regiments, he spent two years as the CFO of a small renewable
energy business focused on the conversion of waste gases into electricity. His
key responsibilities included capital raising, accounting, budgeting, etc.

¥ After his studies, Jonathan worked within the Strategic Finance division of
Deloitte Consulting. He worked as an analyst on projects for some of the
world’s largest mining/resource companies.

Experience

» Finance

» Capital Raising / Project Finance
»  Private Equity

» Mining/Resources

» Renewable Energy
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3.1.7 ReGIMENTS CAPITAL: KEY OPERATIONS PERSONNEL

Name Kyansambo Vundla
Current position Chief Financial Officer
Years of experience 12 years

Home office Johanneshurg

Professional qualifications | » CA (SA)
¥ BCom Accounting - Rhodes University (2001) — Earned with distinction

=  Awarded the Rhodes Honours Scholarship for distinguished
achievement in undergraduate studies and

= Norman Harris Prize for the top taxation student in the Commerce

faculty
Language skills » English, French, Zulu7
Country experience 10 Yrs (South Africa) and 2 yrs (United Kingdom)
Employment history » Kyansambo competed her period of articles with BDO Spencer Steward (JHB),

during which time she attained her CA (SA) designation.

» Then moved to London and worked on the Arbitrage desk as a Product
Controller for Credit Suisse First Bostan.

» Consulting for various Investment firms upon her return and spending a brief
time at Teba Bank as a Business Performance Analyst, she then moved to
Momentum Group Limited and served as CFO for the Employee Benefits
Division for over 3 years before joining Regiments Capital.

Experience »  Financial Markets,
» Pension Funds Insurance,
» Enterprise Risk Management,
»  Financial Management, and
» Management Consulting.
Other responsibilities » Served as an Audit committee member for the Bonitas Medical Aid Fund,
¥ Currently a Non-executive director for the Altx listed Workforce Limited.
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Name Reyana Sallie

Current position Group Legal and Compliance Officer
Years of experience 10 years

Home office Johanneshurg

Qualifications e Bachelor of Arts (1991)

e Bacheloror Laws (1994)

e Certificate in Compliance Management (2001)

Advanced Diploma in Banking (2002)

e Advanced Company Law (2012)

Language skills English, Afrikaans
Country experience South Africa, Middle East
Employment history » Regiments Capital (2011-Present). Reyana was appointed as group legal and

compliance officer.

e Reyana has been employed in a legal and/or campliance capacity for the last 10
years at a number of reputable international banks including UBS (2003-2005),
Barclays Capital (2005-2006), ABN AMRO Bank (2006-2008) and at Deutsche
Bank (2008-2010) in the Dubai International Financial Centre.

Experience e Legal and Compliance

e [nvestment Banking
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3.2 REGIMENTS HEALTHCARE: RISK MONITOR GROUP AND M-CARE

Name lzak I v H Fourie

Gender Male

Ethnicity Caucasian

M-Care role Executive Committee Member: Chairman

e MBChB. Stellenbosch University (1974)

Education e Med (Urology) (cum laude). University of the Orange Free State
(1981)

e MBA. Graduate School of Business Administration, University of
the Witwatersrand (Wits) (1991)

e Post Graduate Diploma in Health Management: Economics and
Financial Planning (cum laude). University of Cape Town (1995)

e Urologist in private practice in Durban and Johannesburg (1981 —

Healthcare experience 1988)
(professional history) » Medical Advisor to the Lesotho Highlands Water Project (1989 —
1992)

o Medical Advisor to the Chamber of Mines of South Africa.
Responsible for the co-ordination, policy formulation and
strategic planning of all healthcare related issues in the mining
industry (1990 — 1996)

e Extraordinary Professor, Department of Actuarial and Insurance
Science, University of Pretoria (1995 — 2003)

e Started own healthcare consulting company frem which the Risk
Monitor Group has evolved (1996 — present)

e Board Member of the South African Institute for Medical

Additional positions Research (1991 — 1995)

held e Director of the Rand Mutual Assurance Company Ltd and the
Rand Mutual Assurance Life Company Ltd (1994 — 1996)

e Member of the Compensation Board (Tripartite advisory body to
the Compensation Commissioner and Minister of Labour) (1994 —
1997)

e Consultant to the Department of Transport on the Medical
Aspects of the proposed new Road Accident Fund Act (1996 —
1999)
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Name Ferdi Preller

Gender Male

Ethnicity Caucasian

M-Care role CEO M-Care ManCo

Education Accounting, North West University

e Lecturer, North West University
Professional history e Strategic consultant to the petroleum industry

e Founder of M-Care

Healthcare experience e Instrumentally involved in the running of sub-acute facilities over
the last 15 years

e Founder of iSomi Management Services — provider of administrative
services to medical practices

e Steering committee member of Board of Healthcare Funders —
assisted the BHF in developing standards and criteria for the sub-
acute sector

e More than 25 years experience in healthcare economics

Name Sonja Krause

Gender Female

Ethnicity Caucasian

M-Care role Executive Committee Member : Facility Roll-out Project Manager

Education Bachelor of Business Science (Honours in Marketing, cum laude) —

University of Cape Town (2004)

Professional history TNS Customer Equity Company (2006-2008): Research Executive — Worked
as a market researcher, with specific focus on a global brand equity
measurement tool — managed projects, compiled reports, provided
technical advice and conducted training
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Burlington Consultants (2008-present): Consultant — Worked as a consultant
on strategic advisory and implementation projects. Core skills developed
include research, analytical skills, communication skills, client relationship
management, strategy development, project planning and management

Healthcare experience

Twa extensive projects for two healthcare NGOs focused on:

Strategy development and project planning for the M-Care rollout

Business plan development

Strategic planning

Operational reviews, including development of organisational
structures, processes and associated roles and responsibilities
Implementation planning
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3.3 BURLINGTON MANAGEMENT CONSULTANTS: KEY PERSONNEL

_Name James Smith
Date of birth 15 April 1975
Gender Male
Ethnicity White
Current position Director

e Bachelor of Science Engineering (Chemical) (cum laude) — Wits

Education =
University (1996)

Burlington Strategy Advisors (2004 —current): Partner and founding
Director of Burlington Strategy Advisors (Pty) Ltd

Bain and Company (1998 — 2003): Consultant with Bain and Company, a
leading global strategy house, in their Johannesburg and London offices
Palabora Mining Company (1996 — 1998): Process engineer and
production manager for smelter and refinery operations on the Palabora
copper mining operations

Professional
experience

e 12 years consulting to CEOs and MDs of small, medium and large
Summary of organisations

relevant experience | e 1 year of running own small retail business

e 9 years of training, coaching and mentoring experience

e Agriculture, financial services, government, information technology,
manufacturing, non-governmental organisations, resources, retail and
wholesale, general services, telecommunications, transportation,
FMCG

Sector experience
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Name Andrew Titterton
Date of hirth 3 September 1971
Gender Male

Ethnicity White

Current position Director

Education e Bachelor of Science Engineering (Chemical) (cum Laude) —

University of Cape Town
Burlington Strategy Advisors (2007 —2009): Company Director
Northroad Consulting (2003 — 2007): Company founding partner.
Responsible for operations and sales within the consulting
Professional environment.
experience Bain and Company (1997 - 2003): Progressed from Associate

Consultant to Manager at international strategy consultancy.

Anglo American (1994 — 1997): Technical assistant to Managing
Director of Anglo American Research Laboratories.

e 14 years consulting to CEOs and MDs of medium and large

Sum r -
ummary of relevant organisations

experience p— " " i
e 11 years of training, coaching and mentoring experience

* Agriculture, financial services, FMCG, government, information
technology, manufacturing, non-governmental organisations,
resources, retail and wholesale, general services,
telecommunications, transportation, utilities

Sector experience
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Hlongwa's house of graft and lies

Phillip De Wet (https://mg.ca.za/author/phillip-de-wet) 25 Jul 2014 00:00
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Cyt

Court papers state that Brian Hlongwa's Ashburton Estate in Bryanston was paid for - and renovated - by 'beneficiaries’, (Qupa
Nkosi, M&G)

(https://mg.co.za/article/2014-07-24-the-house-of-graft-and-lies)

LinkedIn Twitter ¥ COMMENTS (HTTPS://MG.CO.ZA/ARTICLE/2014-07-24-THE-HOUSE-OF-GRAFT-AND-LIES#COMMENT_THREAD)

Faceboaok Email

In April 2009 Brian Hlongwa, then Gauteng health MEC, reacted angrily to suggestions that
corruption had funded his purchase of a R7.2-million house in Johannesburg. He was insulted,
Hlongwa said, at allegations that his salary could not support such a purchase, or that his long-
time friend (and holder of a massive contract with his department) Richard Payne had helped
him to purchase the property.

So vehement were his denials — and his assertions that he was flush from legitimate business
activity — that he ended up formally apologising to the ANC and the people of Gauteng for
flaunting his wealth.
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But in court papers that became public this week the Special Investigating Unit and the Hawks
meticulously detailed a series of transactions that saw millions of rands flow from people doing
business with his department to Hlongwa for the house — people who also paid large sums to

see the house in effect demolished and rebuilt.

And those payments, which investigators unequivocally characterise as bribes, were part of the
deal right from the start, although the picture painted in documents was this week refuted by

one of those implicated.

According to evidence put before the high court in Johannesburg this week, the R700 000
deposit on the house was paid by Niven Pillay, executive director of financial consultancy

Regiments Capital, who later also made a R1-million payment to prevent the sale from falling
through.

Hlongwa, investigators allege, was instrumental in helping Regiments win a vastly inflated

contract.

Flat denial

Speaking from Vienna, Pillay on Thursday flatly denied that he had been involved in the
purchase of the house. He and Hlongwa had both been party to an unrelated property
transaction, Pillay said, and the profits from that deal saw him make payments of R2.5-million
to Hlongwa.

“It was an aboveboard property transaction that had five parties that had gone into it, and all
parties received their return,” he said.

Pillay also dismissed the allegation that Regiments had benefited under Hlongwa's watch,
saying the contract investigators characterised as inflated had cost his company a loss.

Payne — the acknowledged but, according to Hlongwa, uninvolved friend — paid R1.6-million
towards the purchase of the house, then later paid another R640 000 for its refurbishment,

investigators said.
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Payne’s company 3P was a beneficiary of contracts worth hundreds of millions of rands until
they were summarily cancelled soon after Hlongwa left office.

Payne, a citizen of the United Kingdom, is currently believed to be in Mauritius, and could not
be reached for comment.
Former associates said he had no intention of returning to South Africa.

Front company

Also implicated in the transaction is Heinz Smidek, an Austrian citizen involved in contracts
with a theoretical value of more than R1-billion with the Gauteng health department. Smidek,
investigators said, used a front company in Cyprus to buy a house Hlongwa had been unable to
sell, with an eventual loss of R850 000 to the Cyprus company.

He also paid Hlongwa R1.6-million for furniture in the house, investigators said, furniture that
Hlongwa took with him when he moved out of the house — after living in it without paying the
rent of R40 000 a month.

Smidek said he would have to understand the details before responding.

Even with the inflow of such sums of money, investigators said, Hlongwa was unable to keep up

payments for massive renovations.

The reason for his financial trouble, the evidence suggests, may be simple to explain: a former
financial adviser claims the business interests and companies Hlongwa in 2009 claimed were
funding the house purchase were all, in fact, dormant.
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Failure to pay
In statements made under section 204 of the Criminal Procedure Act, which offers immunity
from prosecution in return for honest testimony, two builders recount a meeting with Hlongwa

to discuss his failure to pay them.

Hlongwa told them he had just sold a car and left the room to fetch “a black briefcase with a
government department logo on”. The briefcase, they said Hlongwa told them, contained
R500 000 in cash, but he was slightly mistaken.

“There was R2 000 short on the R500 000 and a couple of counterfeit notes,” one builder said.

Hlongwa could not be reached for comment by the time of publication.

Phillip de Wet

Phillip de Wet writes about politics, society, economics, and the areas where these
collide. He has never been anything other than a journalist, though he has been
involved in starting new newspapers, magazines and websites, a suspiciously large
percentage of which are no longer in business. PGP fingerprint: CF74 7BOF FO037 ACB9
779C 902B 793C 8781 4548 D165

Read more from Phillip de Wet (https://mg.co.za/author/phillip-de-wet)

¥ @phillipdewet (https://twitter.com/phillipdewet)
G+ Phillip de Wet (https://plus.google.com/103110336175954350347/about)
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McKinsey&Company

August 7, 2014

BY EMAIL

Attn: Eric Wood

Regiments Capital (Pty) Lid

91 Central St

Johannesburg 2198, South Africa

Dear Mr. Wood;

In light of recent attention related to Niven Pillay and Regiments Capital and its affiliated and
associated entities (collectively, “Regiments”) related to Mr. Pillay’s relationship with Brian
Hlongwa, we provide this letter to reconfirm your statements regarding the matter and to provide
additional terms with regard to Regiments’ relationships with McKinsey Incorporated and affiliated
entities (collectively, “McKinsey™).

In an email to Norbert Dorr and Vikas Sagar dated July 28, 2014, you stated the following
and hereby reconfirm that to the best of your knowledge:

¢ Niven Pillay and Brian Hlongwa are personal friends, and this friendship predates the
establishment of Regiments Group (Regiments has been going for 10 years). This
friendship was established when Mr. Pillay was non-executive chairman of City Power
and Mr. Hlongwa was an MMC for the City of Johannesburg.

s Messrs. Pillay and Hlongwa have together invested in a number of residential property
developments (including a Hyde Park residential development, and the Singaraja-
Benmore development). As we understand some of these investments made money (Hyde
Park), but others lost money (Singaraja).

* Any monies paid by Mr. Pillay to Mr, Hlongwa relate solely to these investments and are
entirely unrelated to Regiments Group (including Regiments Healthcare).

e Regiments Healthcare was established by Regiments Capital to make proprietary
investments in, and perform advisory work for, the South African healthcare sector, both
public and private. At the time mentioned in the articles, the CEO of Regiments
Healthcare was Dr. Shane Dorfiman (a medical doctor with an MBA).

e Regiments Healthcare was appointed by 3P Consulting to examine the feasibility and
economic viability of the Pholateng PPP’s in the Gauteng Public Hospitals, a small piece
of consulting for which Regiments Healthcare was paid R3.2m. A portion of the required
work was sub-contracted to KPMG by Regiments Healthcare. In consideration of this
consulting work, Regiments submitted a detailed assessment of the Pholateng PPP’s to
3P Consulting, and a copy of this detailed report has been submitted to the Special

Proprietary and Cunﬁ%r\
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Investigative Unit, which you indicate reflects significant work done to more than
adequately justify the relatively small fee charged by Regiments Healthcare.

e Regiments Healthcare is a respected healthcare advisor and healthcare provider (current
CEO is Dr. Izak Fourie), and it has a controlling interest in the Risk Monitor Group (SA’s
leading group of healthcare actuaries), as well as a controlling interest in M-Care (a
private group of Sub-acute hospitals).

e The Regiments Capital group has never been party to any payments to Mr. Hlongwa at
any time.

Further, we respectfully request that you review and agree to the below terms associated with
any agreement and/or relationship between McKinsey and Regiments:

1) Regiments, including its officers, employees, affiliates, agents, subcontractor and
third parties, agrees and commits to abide by all applicable laws and regulations, including,
but not limited to, the Prevention and Combating of Corrupt Activities Act, the U.S. Foreign
Corrupt Practices Act, and the UK. Bribery Act, and represents that it has implemented and
maintains within its organization appropriate policies and internal controls that prohibit any
actions in violation of any such laws by it and its officers, employees, affiliates, agents,
subcontractors and third parties. Regiments agrees to cooperate with any review by
McKinsey (whether instigated by McKinsey or as part of a review by an investigatory
authority or the Client) of an associated concern and shall promptly provide relevant records
and information to support McKinsey's review.

2) Mr. Pillay shall be removed with immediate effect from the Executive Committee
described in the Consortium Agreement between Regiments and McKinsey dated June 23,
2014, related to and covering the performance of services for Transnet SOC Ltd (“Transnet™)
with regard to four RFPs, and replaced with a mutually agreed upon substitute Executive
Committee member by August 11, 2014,

3) Mr. Pillay shall not perform services related to any agreement and/or relationship
with McKinsey, including, but not limited to, the above mentioned Consortium Agreement,
nor shall he represent or act on behalf of McKinsey or any McKinsey-Regiments
Consortium. This restriction shall be in effect until such time that Mr. Pillay is either cleared
by a final court of law of any wrongdoing related to Mr. Hlongwa or the investigation and/or
inquiry is deemed closed by the Special Investigating Unit, and McKinsey has agreed that
Mr, Pillay may be allowed to perform services related to McKinsey.

4) If determined by Transnet that Regiments must be removed from the Consortium
and/or related services, Regiments agrees that it and McKinsey will terminate the Consortium
without McKinsey having further obligation, legal or otherwise, to Regiments.

5) Regiments agrees to indemnify and hold McKinsey harmless from and against all
loss, liability, damage, cost or expense (including reasonable attorney fees and any related
costs of McKinsey’s professional time, and Losses asserted by Clients or third parties
(“Losses™)) relating to Regiments’ or Mr. Pillay’s improper activities or activities that have
adversely affected the good name and reputation of McKinsey.
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We hope the above provisions will allow us to continue our relationship with Regiments and
provide services to our Clients. If you have further questions, please contact our Associate General
Counsel Melissa Milstead at 202-662-3153 or Melissa_Milstead@McKinsey.com.

Regards,

Ui gt Pt
Virginia Molino
General Counsel

Agreed to this ____ day of August, 2014

Regiments Capital (Pty) Ltd
By:
By: Eric Wood

Title: Executive Director
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REGIMENTS CAPITAL

BY EMAIL

Ms V Molino

General Counsel

McKinsey and Company
1200, 19" Street, Northwest
Washington

United States

22 August 2014
Dear Ms Molino
REGIMENTS CAPITAL (PTY) LTD / ASSURANCE LETTER

1. | refer to your letter dated 7 August 2014 and wish to advise that we have now had an opportunity
to consider the contents a request made to agree to certain trms. Despite your deadline, thank you
for the indulgence of further time extended.

2. We are mindful of the concerns expressed and wish to reassure you of our commitment to maintain
and enhance our working relationship

3. The allegations in the media have no doubt created an impression of improper conduct on the part
of Niven Pillay (“Niven"), an executive director of Regiments Capital (Pty) Ltd (‘Regiments”) and
the Regiments Group. It has equally cast negative aspersions on Regiments.

4. Our law, like that in the United States has a presumption of innocence until proven guilty. Whilst
these press allegations have cast aspersions, please be mindful of the fact that these articles had
been prepared on information selectively obtained. Attempts by both Regiments as well as Niven
to engage directly with the law enforcement authorities are ongoing to address the allegations.

5. Whilst you may not be aware, Regiments has over the last decade worked tirelessly in order to
build its business brand and reputation. The press reports are therefore of huge concern to us as a
business and to Niven, one of its founding members.

6. Before dealing with your request that we agree to certain terms, | feel that it is necessary to share
with you certain information so that you are also aware of the steps being taken by Regiments and
Niven.

7. Having conducted an initial internal investigation, both parties remain of the view that the allegations
in the press are baseless and ill-conceived. However, to ensure that these allegations are
objectively and independently considered, Regiments is in the process of appointing a legal firm
and a forensic investigation firm to independently conduct a review in respect of the allegations and
advise the Regiments Board accordingly. Such investigation will take into consideration the press
reports as well as the Court papers involving the Special Investigations Unit’s investigation. This
investigation is to commence shortly and we anticipate that it will take 2 — 3 weeks for completion.

8. We further wish to advise that independent of steps being taken by Regiments, that Niven is also
seeking independent counsel in order to take steps to exonerate his name and standing which has
been impaired as a consequence of the press reporting.

9. Inrelation to my email exchange with Norbert Dorr and Vikas Sagar dated 28 July 2014 the contents
set out therein are self-explanatory and | reconfirm the contents to the extent that your bullet points
(11to 7 on pages 1 and 2) in your abovementioned letter accurately records this.

Physical Address Postal Address Telephane Facsimile Email + +
91 Central Street, Houghton 2138 Postnet Suite 25, Private Bag x11, Birnam Park 2015 +27 117150300 +27 11715 0352 info®regiments.co.za
Regiments Capital (Pty) Ltd Reg No (2004/023761/07) Directors ¢ Litha Nyhonyha, Miven Pillay, Eric Wood + +

www.regiments.co.za Regiments Capital (Pty) Ltd is an authorised Fnancial services provider: FSP No 16831
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10. In addition to the above, we also wish o further reassure you and state categerically and
unequivocally that no company within the Regiments Group has paid any monies to Mr Hiongwa.

11. In relation to your request (set out in your numbered paragraphs} to accept certain terms as set out
on page 2, we set out below our response:

11.1. Regiments already has a framework in place governing the promotion of honest and ethical
behavior. in this regard, its corporate governance framework specifically addresses issues
such as bribery, corruption, conflict of interest and disclosure of interest. Should you seek to
review any of the above, Regiments does not have any objection in this regard. In respect to
the US Foreign Comupt Practices Act as well as the UK Bribery Act, due to the nature and
focus of our opportunities locally in South Africa, there has never been a need to incorporate
aspects of the above legislation into our corporate governance framework. However, in the
light of the escalating collaboration with other international entities, specifically those based
in the US, we will be conducting a review of our framework to ensure its incorporaticn in
respect of our standard policies and procedures as well as in relation to our commercial and
transaction agreements involving affiliates, agents, sub-contractors and other third parties.

11.2. In recent months Niven has been playing an increasingly minor role in the Consortium and
on the Executive Committee following on the writer replacing Niven. In relation fo your
request, we wish to inform you that in terms of clause 6.3 of the Consortium Agreement, that
Niven will step down from the Executive Commmittee of the Consortium. In relation to the
Consortium Agreement, the writer will assume the lead role on the part of Regiments.

11.3. Regiments is unaware of any decision taken by Transnet to remove it from the Consortium.
To the contrary, Regiments has very recently been mandated on additional work by the client.
Should Transnet take a view that Regiments be removed from the Consortium, we assume
that we would be engaged either by Transnet and/or yourseif as to the reasons. Should our
exit be the cutcome after any interaction, we assume that the termination provisions as set
out in the Consortium Agreement will take effect. We are cognizant of the fact that should
Transnet make such decision, that it would likely result in the fermination of the Gonsortium
Agreement and the parties will seek out an amicable separation.

11.4. Regiments cannot acquiesce to your request for an indemnity in the terms set out in your
letter for various reasons including that neither Regiments nor Niven have been charged
and/ar found guilty of any improper conduct. Your so called reference to “Regiments or Mr
Piliay’s improper aclivities” is with all due respect ill conceived and presumptuous.

12. The steps taken in 11.2 above should in no way be construed as any admission of wrongdoing or
impropriety on the part of Nivenor Regiments. For reasons set out above as well as ensuring a
constructive relationship, we have considered the above steps to be the most prudent at this stage
whilst the legal and investigative processes unfold. Regiments reserves its rights to review its
position in relation to Niven' s involvement once this issue has been resolved. In this event, further
interaction will take place with McKinsey, should we desire that Niven resumes a role in the
Consortium.

13. We trust that you will find the above satisfactory in meeting your concerns. We will also keep you
updated both as to our own investigation and the outcome of the interaction with the SIU.

44, Should you have any queries or wish to discuss any aspect further, please do not hesitate to contact
me directiy.

WWRLEREIMENSS FO. 13 ‘
|
|
|
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: r Eric Wood
Executive Director
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http://www.biznews.com/leadership/2016/02/15/named-van-rooyens-two-gupta-advisors-who-almost-
hijacked-sa-treasury/

Named: Van Rooyen’s two Gupta “advisors”
who almost hijacked SA Treasury

The day after the shock of respected Finance Minister Nhlanhla Nene being replaced by an unknown
backbencher, David van Rooyen arrived at National Treasury with his two until now unnamed
“advisars.” In this article republished with its permission, London-based Africa Confidential names the
duo as “Gupta allies” Mohamed Bobat and lan Whitley and explains the context in graphic detail.
Their arrival so shook the Treasury that its Director General threatened to resign and his staff
immediately dubbed the event “9/12” — a reference to the US’s disastrous “9/11” of 2001. Former
Finance Minister Trevor Manuel was so incensed that he wrote an open letter that was highly critical
of President Jacob Zuma, Van Rooyen and the dark forces manipulating them for publication in City
Press. After Zuma’s December 9 shock (“9/12”) decision, the rand plummeted, financial shares
crashed and bond yields surged. After wiping R500bn off the value of South African assets, Zuma was
forced into reversing his appointment, replacing him with Pravin Gordhan, the man he had fired a
year and a half earlier. Here’s the fascinating inside story from Africa Confidential, the subscription-
only service which have been covering the continent for more than half a century. — Alec Hogg

From Africa Confidential*

Delivering the State of the Nation address at the opening of what promises to be the South African
Parliament’s most turbulent year, President Jacob Zuma announced a series of measures to

shore up the country’s ailing economy, including cutting government expenditure, revamping

the management of state-owned enterprises and partnering with the private sector to promote
domestic and foreign investment.

File photo: David van Rooyen, South Africa’s then incoming finance minister, pauses during his
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Bobat and Whitley, whom he did not name in the letter, nor had it been established that they had
the requisite skills for either portfolio.

Following the firing of Nene in December, it was the business leaders acting in concert

with moderates in the African National Congress who forced Zuma at political gunpoint to reverse
his appointment of a stooge as finance minister and re-instate the highly-respected Pravin Gordhan.
Further details have now emerged about the meetings in which Zuma fought tooth and nail not to
give in. At one of them Patrice Motsepe, the billionaire benefactor of the governing party, told Zuma
to be quiet and listen to the business leaders. Zuma’s former wife, Nkosazana Dlamini-Zuma, the
main rival of Deputy President Cyril Ramaphosa in the succession stakes, expressed shock that the
President could be addressed in such a way.

Intense and high-level meetings between government and business followed in rapid succession at
the World Economic Forum in Davos, Switzerland, in January. There was a follow-up meeting
between Gordhan and Zuma and 60 captains of industry and finance on 29 January. Zuma met over
100 top business chief executive officers on 10 February in Cape Town on the eve of the State of The
Nation speech.

At the 29 January meeting, hosted by Old Mutual/Nedbank and chaired by Gordhan, emergency
working groups were set up to report within four days to: promote economic growth, take steps to
stimulate foreign and local investment, revamp the management of state-owned enterprises, and
take urgent steps to avoid junk status for investment. Gordhan and his officials then processed the
recommendations in record time and they were fed in as the core content of Zuma’s State of The
Nation speech. It was the best coordinated collaboration between government and business in 22
years of demacracy, insiders said. The dramatic sequence of events has put Gordhan in the driving
seat of government and all but indemnified him against dismissal.

South African Finance Minister Pravin Gordhan
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At the Mining Indaba in Cape Town in the days before the State of the Nation speech, Zuma would
have felt additional pressure from mining luminaries who shared the views of the CEOs who were
directly in touch with the President, such as Simanye’s Neal Froneman, Pallinghurst’s Brian
Gilbertson, Adam Fleming, Clifford Elphick of Gem Diamonds, Africa Invest’s Rab Hersov, hedge fund
manager Julian Schrager, Lord Rabin Renwick of Hannam and Partners and Ivanhoe’s Robert
Friedland. Global players who also added to the pressure on Zuma included the Indian steel tycoon
Lakshmi Mittal, who was contemplating a major investment when news of Nene's dismissal broke.

President XiJinping of China is also understood to have delivered a message via diplomatic
backchannels to protect China’s 20% state in Standard Bank. The country’s two richest families —

the Oppenheimers (Nicky and his son Jonathan) who recently sold the diamond giant De Beers to the
ailing Anglo American, and the Ruperts (Johann) who command a huge international empire — kept a
low profile through the affair. The events also revealed that the two more recent plutocratic
dynasties —the Motsepes and the Guptas — are increasingly at daggers drawn as they vie for
influence over the ANC.

Deputy President Ramaphosa is backed for the succession by the Motsepes. He is married to
Patrice Motsepe’s sister Tshepo but is trailing Zuma’s former wife, Nkosazana Dlamini-Zuma, in the
succession stakes. She is backed by her former husband and the Guptas. Motsepe’s other sister,
Bridgette, a billionaire in her own right, is married to Minister in the Presidency leff Radebe, a
Ramaphosa ally.

At yesterday’s shambolic opening of Parliament, the Economic Freedom Fighters walked out

of Parliament in their signature red overalls chanting ‘Zupta must fall’ — a cryptic reference to the
Gupta family and Zuma. Mosiuoa Lekota, Leader of the Congress of the People, an earlier breakaway
from the ANC, was the first to lead his party in a parliamentary walk-out proclaiming that he was not
prepared to listen to a man who had violated the constitution and was unfit to lead the country.

Julius Malema

On the eve of the opening of Parliament, the two main opposition parties which stand to take votes
from the ANC in the coming local government poll — probably on 3 August —brought charges against
Zuma in the country’s highest court for violations of the constitution. The Democratic Alliance

and Julius Malema’s EFF joined forces to have the President declared unfit for office over his refusal
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to abide by the Public Protector’s binding ruling that he should reimburse the state for the multi-
million upgrades to his retirement compound.

A finding against the President would create a constitutional crisis as Parliament, in which the ANC
has a clear majority, would be in conflict with the Constitutional Court, which is the supreme
constitutional authority. A finding by the court that Zuma was guilty of a serious violation of the
constitution would provide grounds for his impeachment.

By offering to repay an undisclosed sum on the eve of the court hearing, Zuma faced further
accusations that he had breached his oath of office by consistently lying to the country about his role
in the use of taxpayers’ money in the financing of his Nkandla homestead.

The formidable potential of civil society has been re-activated in recent weeks and moves are now
afoot to launch a major national organisation in March to hold government to account and monitor
its progress.

The five-year project will be headed by church leaders by the Anglican Archbishop of Cape
Town, the Right Reverend Thabo Makgoba and will include business leaders, academics, professional
and community organisations and non-governmental organisations.

s Copyright © Africa Confidential 2016

e http://www.africa-confidential.com
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From: Vikas Sagar/JOH/Africa/MCKINSEY

To: eric@tcp.co.za
Cc: David Fine/JOH/AfricalMCKINSEY@MCKINSEY, Benedict PhirllJOH/Africa/MCKINSEY@MCKINSEY

Date: 2016-02-15 05:44 PM
Subject; Follow up on our call

Hello Eric,
Our conversation earlier today refers; | referenced the article below which you may already seen.

We are concerned from a risk and reputation management perspective and also need to better
understand the situation to respond to related questions from our client service staff (many of whom
worked with Mo Bobat). To this end it would be helpful to:

+ Get your opinion on the article

+ Have you shed light on Bobat's current relationship with Regiments or Trillian and also at the time to
which the article refers

+ Get your input, if any. on the alleged relationship between Bobat and the politically exposed persons
referred to in the article. This is a critical issue to address for McKinsey's risk management framework
and potentially also to comply with the legislation we are subject to like FCPA

| understand you are taking a couple of days off and appreciate your offer to respond to us within a
day.

Thanks

Rgds
Vikas

Vikas Sagar | Director
McKinsey & Company | Sandown Mews, East, 88 Slella Street | 2198 Sandown | Republic of South Africa
Phrmel & 374 10 | Eaw + L0 | fAay e 2 TFETTTCRA AG | Intaraal RITEY AL

15nL91 ¥ 74 1 ERROY

vikas sagar@mckinsey.com

Assistant Melanie Eddison | Dirsct +27115068100 | Fax +27115069100 | Mobile +27825297871 | Internal 3278100
melanie eddison@external.mekinsey.com

http:/imww . biznews.com/leadership/2016/02/15/named-van-rooyens-
two-gupta-advisors-who-almaost-hijacked-sa-treasury/

Named: Van Rooyen’s two
Gupta “advisors” who almost
hijacked SA Treasury

The day after the shock of respected Finance Minister Nhlanhla Nene being replaced by an unknown
backbencher, David van Rooyen arrived at National Treasury with his two until now unnamed
“advisors.” In this article republished with its permission, London-based Africa Confidential names the
duo as “Gupta allies” Mohamed Bobat and lan Whitley and explains the context in graphic detail.
Their arrival so shook the Treasury that its Director General threatened to resign and his staff
immediately dubbed the event “9/12" — a reference to the US's disastrous "9/11” of 2001. Former
Finance Minister Trevor Manuel was so incensed that he wrote an open letter that was highly critical
of President Jacob Zuma, Van Rooyen and the dark forces manipulating them for publication in City
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Press. After Zuma's December 9 shock (“9/12”) decision, the rand plummeted, financial shares
crashed and bond yields surged. After wiping R500bn off the value of South African assets, Zuma
was forced info reversing his appointment, replacing him with Pravin Gordhan, the man he had fired a
year and a half earlier. Here'’s the fascinating inside story from Africa Confidential, the subscription-
only service which have been covering the continent for more than half a century. — Alec Hogg

From Africa Confidential*

Delivering the State of the Nation address at the opening of what promises to be the South African
Parliament's most turbulent year, President Jacob Zuma announced a series of measures to
shore up the country's ailing econemy, including cutting government expenditure, revamping

the management of state-owned enterprises and parthering with the private sector to promote
domestic and foreign investment.

File photo: David van Rooyen, South Africa’s then Incoming finance minister, pauses during his
swearing in ceremony at the Union Buildings in Pretoria, South Africa, on Thursday, Dec. 10, 2015.
The rand fell for a sixth day in the longest streak of losses since November 2013, stocks slid and
bond prices tumbled the most on record after South African President Jacob Zuma fired Finance
Minister Nhlanhla Nene and replaced him with a little-known lawmaker. Van Rooyen was then
replaced by Pravin Gordhan. Photographer: Waldo Swiegers/Bloomberg

The measures are high on the wish list of a formerly disengaged business community which was
shocked into action by Zuma's disastrous sacking of Finance Minister Nhlanhla Nene on 9 December
and the crash in share prices and the value of the rand that followed. The dismissal of Nene turned
out to be the latest in a series of cabinet appointments made to circumvent resistance to the deal
Zuma struck with Russia’s President Vladimir Putin last yearto build nuclear power plants in South
Africa. Successive Ministers of Finance and of Energy who voiced their opposition to the deal over its
enormous cost were removed from office.
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The main beneficiaries of the nuclear deal would have included the controversial Gupta family —
three Indian brothers who have become massive beneficiaries of Zuma's patronage. The Guptas
influenced Zuma to appeint the previously unknown David ‘Des’ van Rooyen as Finance Minister, it is
now generally accepted. Their intention was to secure uranium contracts for the nuclear plants in the
same way they have for the coal and arms sector, according to the local press.

Another part of the strategy was to place two Gupta allies, whom Africa Confidential is able to name
as Mohamed Bobat and lan Whitley, as advisors to Van Rooyen at the Treasury. Whitley is a former
head of small and medium enterprises at African Bank. When Van Rooyen was replaced at

the Treasury, the two men went with him to his new portfolio of Local Government and Traditional
Affairs, and appeared with him when he was sworn in on 10 December.

Bobat and Whitley, who have associations with the Guptas and their businesses, visited the
Treasury before Van Rooyen's appointment and told officials there that they would be able to sign
expenditure and other authorisations on behalf of the new minister but otherwise there would be no
changes. Senior Treasury officials led by Director General Lungisa Fuzile were so appalled that they
threatened to resign unless Van Rooyen’s appointment was reversed.

Then there is the strange case of Van Rooyen's childhood friend, Gaddafi Rabotapi, who, former
Finance Minister Trevor Manuel pointed out in an angry open letter to Minister Lindiwe Zulu on 20
December, had known about Van Rooyen's appointment a full month before it was announced by
Zuma. Manuel also said that the proper procedures had not been followed in the appointment of
Bobat and Whitley, whom he did not name in the letter, nor had it been established that they had the
requisite skills for either portfolio.

Following the firing of Nene in December, it was the business leaders acting in concert

with moderates in the African National Congress who forced Zuma at political gunpoint to reverse his
appointment of a stooge as finance minister and re-instate the highly-respected Pravin Gordhan.
Further details have now emerged about the meetings in which Zuma fought tooth and nail not to give
in. At one of them Patrice Motsepe, the billionaire benefactor of the governing party, told Zuma to be
quiet and listen to the business leaders. Zuma's former wife. Nkosazana Dlamini-Zuma, the main rival
of Deputy President Cyril Ramaphosa in the succession stakes, expressed shock that the President
could be addressed in such a way.

Intense and high-level meetings between government and business followed in rapid succession at
the World Econoemic Forum in Davos, Switzerland, in January. There was a follow-up meeting
between Gordhan and Zuma and 60 captains of industry and finance on 29 January. Zuma met over
100 top business chief executive officers on 10 February in Cape Town on the eve of the State of The
Nation speech.

At the 29 January meeting, hosted by Old Mutual/Nedbank and chaired by Gordhan, emergency
working groups were set up to report within four days to: promote economic growth, take steps to
stimulate foreign and local investment, revamp the management of state-owned enterprises, and take
urgent steps to avoid junk status for investment. Gordhan and his officials then processed the
recommendations in record time and they were fed in as the core content of Zuma's State of The
Nation speech. It was the best coordinated collaboration between government and business in 22
years of democracy, insiders said. The dramatic sequence of events has put Gordhan in the driving
seat of government and all but indemnified him against dismissal.

At the Mining Indaba in Cape Town in the days before the State of the Nation speech, Zuma would
have felt additional pressure from mining luminaries who shared the views of the CEOs who were
directly in touch with the President, such as Simanye’s Neal Froneman, Pallinghurst's Brian
Gilbertson, Adam Fleming, Clifford Elphick of Gem Diamonds, Africa Invest’s Rob Hersov, hedge fund
manager Julian Schrager, Lord Robin Renwick of Hannam and Partners and lvanhoe's Robert
Friedland. Global players who also added to the pressure on Zuma included the Indian steel tycoon
Lakshmi Mittal, who was contemplating a major investment when news of Nene's dismissal broke.

President Xi Jinping of China is also understood to have delivered a message via diplomatic
backchannels to protect China's 20% state in Standard Bank. The country’s two richest families —
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the Oppenheimers (Nicky and his son Jonathan) who recently sold the diamond giant De Beers to the
ailing Anglo American, and the Ruperts (Johann) who command a huge international empire — kept a
low profile through the affair. The events also revealed that the two more recent plutocratic dynasties
— the Motsepes and the Guptas — are increasingly at daggers drawn as they vie for influence over the
ANC.

Deputy President Ramaphosa is backed for the succession by the Motsepes. He is married to
Patrice Motsepe’s sister Tshepo but is trailing Zuma's former wife, Nkosazana Dlamini-Zuma, in the
succession stakes. She is backed by her former husband and the Guptas. Motsepe's other sister,
Bridgette, a billionaire in her own right, is married to Minister in the Presidency Jeff Radebe, a
Ramaphosa ally.

At yesterday’'s shambolic opening of Parliament, the Economic Freedom Fighters walked out

of Parliament in their signature red overalls chanting ‘Zupta must fall' — a cryptic reference to the
Gupta family and Zuma. Mosiuoa Lekota, Leader of the Congress of the People, an earlier breakaway
from the ANC, was the first to lead his party in a parliamentary walk-out proclaiming that he was not
prepared to listen to a man who had violated the constitution and was unfit to lead the country.

On the eve of the opening of Parliament, the two main opposition parties which stand to take votes
from the ANC in the coming local government poll — probably on 3 August — brought charges against
Zuma in the country’s highest court for violations of the constitution. The Democratic Alliance

and Julius Malema's EFF joined forces to have the President declared unfit for office over his refusal
to abide by the Public Protector's binding ruling that he should reimburse the state for the multi-million
upgrades to his retirement compound.

A finding against the President would create a constitutional crisis as Parliament, in which the ANC
has a clear majority, would be in conflict with the Constitutional Court, which is the supreme
constitutional authority. A finding by the court that Zuma was guilty of a serious violation of the
constitution would provide grounds for his impeachment.

By offering to repay an undisclosed sum on the eve of the court hearing, Zuma faced further
accusations that he had breached his oath of office by consistently lying to the country about his role
in the use of taxpayers’ money in the financing of his Nkandla homestead.

The formidahble potential of civil society has been re-activated in recent weeks and moves are now
afoot to launch a major national organisation in March to hold government to account and monitor its
progress.

The five-year project will be headed by church leaders by the Anglican Archbishop of Cape
Town, the Right Reverend Thabo Makgoba and will include business leaders, academics,
professional and community organisations and non-governmental organisations.

e Copyright ©® Africa Confidential 2018
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: ohamed Bobat

From:

Vikas Sagar <vikas_sagar@mckinsey.com> D F 1 2
To:

"alastair levy <alastair_levy@mck =?utf-8?g?insey.com>", "_alexander_weiss_<ale?= =?utf-
8?q?xander=5fweiss@mckinsey.com>", "_bene?= dict phiri <benedict_phiri@mckins =?utf-8?2q?ey.com>",
"_christine_wu_<christine?= =?utf-87q?=5fwu@mckinsey.com=>", "_david_fine_<d?= =?utf-87q?avid=5ffine@mckinsey.com>",
"_georges?= desvaux <georges_desvaux@mckinse =?utf-8?q?y.com>", "_john_mccarthy_<john=5fmcca?= =?utf-
872q?rthy@mckinsey.com>", "_lorenz_j=c3=bcngl?= ing <lorenz_jungling@mckinsey.co =?utf-87q7m>",
"_michael_phillips_<michael=5fphi?= =?utf-82q2llips@mckinsey.com>", _Peter_Safar?= =7utf-87Q7ik_
<peter=5fsafarik@mckinsey.com>, 7= Safroadu Yeboah-Amankwah <safroadu_yeboah-amankwah@mckinsey.com>

Date:

Fri, 26 Feb 2016 11:34:22 -0400

Attachments:

Trillian Management Consulting response to McKinsey re Mohamed Bobat 26 Feb 2016.pdf (72.83 kB)

Hello all
A second note received from Trillian on the M. Bobat issue.
Rgds

Vikas

Vikas Sagar | Direcior
McKinsey & Company | Sandown Mews, East, 88 Slella Streel | 2196 Sandown | Republic of South Africa
Direct + 27115068149 | Fax + 27115069149 | Mobile + 27823298149 | Internal 3278149

vikas_sagar@mckinsey.com

Assistant Melanie Eddison | Direct +27115068100 | Fax +27115069100 | Mobile +27825297871 | Internal 3278100
melanie_eddison@external.mekinssy.com

——- Forwarded by Vikas Sagar/JOH/Africa/MCKINSEY on 2016/02/26 05:30 PM —--

From: Marc Chipkin <marc@lcp.co.za>

To: <vikas_sagar@mckinsey.com>, <david_fine@mckinsey.com>, <Benedict_Phiri@mckinsey.com>
Cc: Bianca Smith <bianca@tcp.co.za>

Date: 2016/02/26 04:23 PM

Subject: Mohamed Bobat
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Gentleman

| attach the following letter in response to your email dated 15 February 2016.

Regards

Bianca Smith

(See attached file: Trillian Management Consulting response to McKinsey re

Mohamed Bobat 26 Feb 2016.pdf)
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TRILLIAN

Management Consulting

Att: Mr Vikas Sagar
McKinsey&Company

88 Stella Street

Sandown

2196

cc: Mr David Fine, Mr Benedict Phiri

26 February 2016
Dear Sir
RE: MOHAMED BOBAT

In response to your e-mail dated 15 February 2016, | can confirm that Mohamed Bobat was an
employee at Regiments Capital until he resigned in December 2015. At the time of his
resignation, Bobat was a Principal within the management consultancy division at Regiments.

Bobat has no relationship with Trillian nor has he had any relationship with Trillian. | am unable
to comment on Bobat's alleged relationship with the politically exposed persons referred to in
the article to which you make reference as he independently pursued the advisory role in his
own personal capacity.

I'am also not in a position to comment on the remaining allegations made in the article to which
you refer, but | can confirm that Bobat is a previous employee of Regiments Capital as stated in
the article. That relationship was terminated subsequent to his resignation. Regiments Capital
had no prior knowledge of his appointment as a special advisor to the minister and our first
knowledge of the appointment was when it became public knowledge.

Yours sincerely

BIANCA SMITH
CEO

Trillian Management Consulting (Piy) Ltd

Reg Mo: 2015/111708/07

Address: 4th Floor, 23 Melrose Boulevard, Melrose Arch, 2196
Directors: B.S Smith, B Bernand

A Trillian Capital Partners Company
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Mr Garry Pita

Group Chief Financial Officer
Transnet SOC Ltd.

Carlton Centre

150 Commissioner Street

Johannesburg
2001

23 February 2016

Dear Garry,

Thank you for our meeting this week and the opportunity to reflect on the progress of
our partnership with Transnet. We value our relationship with Transnet who we see
as a critical enabler of the South African economy and its success will enable
economic growth and improve competitiveness of South Aftican companies. Qur
Partner group is committed to and passionate about this relationship. We believe we
have had impact in supporting Transnet through its growth phase and now through a
perfect storm of external macroeconomic factors.

We also took this opportunity to share some of our concerns around our relationship
with the contracted Supplier Development partner, Regiments Capital.

Since our discussion, our Partner group has resolved to end the current relationship
with Regiments Capital as soon as possible and to put greater effort into ensuring that
our improved diligence process for SD partners, including Trillian Capital Partners is
fully adhered to. This is informed by a number of factors including, concerns around
underperformance by Regiments Capital and elements of our tisk management policy.

Our risk management policy designed to maintain our hard earned reputation which
we believe our clients also value. This policy takes a very conservative approach to
working with persons that are politically exposed or potentially politically exposed.
The recent media articles concerning Mr. Mahommed Bobat, who was, until very
recently employed by Regiments Capital, were a trigger for an internal review led by
our global risk and legal teams. The review underscored the risk in the current
situation involving Regiments Capital and Mr. Bobat as a potentially politically
exposed person as too high and resulted in the decision to end the relationship. The
fact that this was the second situation in which the issue of reputational risk has arisen
was a contributing factor. The previous incident involved the allegations against Mr.
Niven Pillay; which resulted in him not being allowed to work on any assignments
involving McKinsey.

MecKinsey and Company Africa Proprietary Limited
Sandown Mews East 88 Stella Street Sandown Sandton 2186 PO Box 652767 Benmore 2010 South Africa

Incarporated and Aegistered in South Africa No 2013/09125/07
Directors: LJH Arwidi (Swedish) SWu F Pabhoo VN Mag T Legoats (indapendent)
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Our risk management practices have evolved significantly in line with the accelerating
changes in best-practice risk management. As part of this, our diligence processes for
partnering and sub-contracting in general have been tightened to ensure, amongst

others, that we are fully apprised of the composition of our partners including with
respect to:

m Shareholding of holding companies
m Ultimate beneficial shareholders
m Related parties and group companies (e.g., significant lenders)

m Executive management team and other "key man" dependencies for both the
company and group companies

This is to provide assurance that, among other things, we do not have exposure to
politically exposed persons.

In the case of supplier development relationships in South Africa, we are required to
ensure that partner/sub-contractor meets three additional criteria:

m Majority Black ownership

m Majority Black management and staff or a clear and committed plan to deliver
this outcome

m Capability and capacity to execute work and deliver benefits that are
commensurate with the share of fees earned

We have been informed that Regiments Capital’s management advisory business is
transitioning ownership to Trillian Capital Partners. They will be subject to the
ownership composition, management and staff composition and capability criteria
above. We are not able to commence a relationship with Trillian, or any other
partner/sub-contractor until these criteria have been met and approved by our global
risk and legal teams.

We have met Mr. Eric Wood to discuss Regiment Capital’s underperformance in the
ongoing GFB and cost optimization project and our broader concerns on the scale and
pace of transformation at Regiments. Specifically:

m The resourcing supplied by Regiments for the delivery of the GFB and cost
optimization was well below the numbers contracted for the fee split agreed. In
many instances the resources staffed on Regiments’ teams were unsuitable to
deliver the work. We have shared the feedback on number and quality of
resources and their performance on an ongoing basis with Regiments. In
addition, we have submitted an invoice of R19m, with detailed backup, to
Regiments to compensate McKinsey for the additional resources we have had to
deploy to fill the gaps created by under-resourcing. We have done this to ensure
Transnet’s success took precedence over contractual concerns

m Transformation expected at a management and technical level has not occurred at
the rate that we believe is possible at Regiments. We believe this is an important
obligation for a SD partner to meet

McKinsey&Company
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We, however, remain committed to supplier development and have worked hard to
meet our SD commitments to Transnet in letter and spirit. There are numerous
examples, including with Regiments, where we have been successful in building new
capabilities e.g., coal line. Our experience and knowledge for creating high-quality
supplier development is available to Transnet to ensure achievement of its SD
objectives. Given the pace of scale of Transnet’s SD objectives, you may wish to
reflect on whether one SD partner alone is sufficient to deliver the desired impact.
The evidence in the GFB optimization project, which required a significant and fast
scale-up of resources, would argue for multiple partners. In addition to being urgent,
the SD partner transition on the GFB also presents an opportunity to reassess the SD

approach. We would welcome the opportunity to be a thought-partner with you on
this.

Once again, we are deeply committed to the long-term success of Transnet. We look
forward to the opportunity to discuss this further and its implications on current
contractual commitments.

Yours sincerely

T e

David Fine
Director Director

cc: Mr. Siyabonga Gama, Acting Group Chief Executive, Transnet SOC

McKinsey&Company
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March 18, 2016

CONFIDENTIAL

Litha Nyhonyha
Niven Pillay
Regiments Capital
1st Floor

35 Ferguson Road
Illovo

Via Email:
LithaN@regiments.co.za,
Nivenp@regiments.co.za

Dear Mr. Nyhonyha and Mr. Pillay,

MUTUAL TERMINATION OF MCKINSEY’S RELATIONSHIP WITH
REGIMENTS

We refer to our discussion on March 17, 2016. We confirm the mutual agreement
reached between us at the meeting to the effect that McKinsey’s relationship with
Regiments will be terminated with immediate effect. This follows our communication
to Transnet on 23 February 2016 (which we shared with Mr. Eric Wood) that we were
intending to put an end to our relationship.

We express our gratitude and thanks for a productive relationship which has
delivered on its intent in spirit and in letter. In concrete terms, Regiments’s advisory
practice has grown to 30+ consultants and, on the GFB work, Regiments was the
lead contractor which is a testament to Transnet’s confidence in you to deliver such
important work. Our relationship in itself, has delivered sustainable impact to
Transnet. As discussed, our relationship has run its natural course due to the fact that
(amongst others): (i) Regiments will no longer have an advisory business given its
transfer to Trillian; (ii) all Transnet contracts were scheduled to be completed by
September 2016; and (iii) we were no longer actively pursuing any contracts jointly.

As agreed, we will formally communicate our final formal proposals concerning the
process for the winding down of the GFB, Iron-Ore and Swatll programmes (which
remain uncompleted) to you, following joint discussions between McKinsey,
Regiments, Trillian and Transnet.

McKinsey and Company Africa Proprietary Limited

Sandown Mews East 88 Stella Street Sandown Sandton 2196 PO Box 652767 Benmore 2010 South Africa

Incorporaled and Registered in South Africa No 2013/091251/07
Directors: LJH Arwidi (Swedish) S Wu P Parbhoo VM Mag T Legeste
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We appreciate your commitment to ensuring that the impact to Transnet of our mutual
termination will be minimal and thank you for your constructive and client focused

approach in this respect.

Yours sincerely,

B Ll TR

David Fine X Vikas Sagar
Director Director

McKinsey&Company
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Summary of discussion with National Treasury on 315t May 2016

In attendance:

National Treasury (NT) : Lungisa Fuzile (Director-General); Schalk Human (Chief Director: SCM)
McKinsey & Company (McK): David Fine, Georges Devaux and Nomfanelo Magwentshu

There was no agenda from NT. The DG stated that they had been asked by the Minister to meet
with us and that they were there to listen to us

Qverall a very cordial and open discussion. No discussion on clients. Strong and confident articulation
from McKinsey to NT and clear messages to us using examples and allegory.

DF relayed the key messages messages from McKinsey:

1L

d

We aim to serve South Africa on its most important issues, particularly effective logistics and

energy supply

We are very proud of our impact, including for one parastatal helping to deliver R49b in

sustainable capex savings and over R4b of sustainable EBITDA benefits. Given poor

macreoeconomic environment and potential sovereign downgrade, we believe we have helped the

National Treasury avoid a massive sovereign debt obligation that would have been triggered

without the benefits we helped our clients achieve

We are a team that is highkly committed to SA inc.’s success

Deep commitment to transformation in SA. Currently BB-BEE 2 status, under the new codes.

We malke a significant contribution to the country and to our local community. We have worked

with many enterprise development partners and take our commitments seriously. For example,

with Letsema, we helped build a black-owned consulting firm that could ultimately compete and
win against us

Regiments:

- We first worked with Regiments in December 2012. An enterprise development pariner was
unable to support us and our client suggested we might consider working with Regiments.
We were not forced to work with them

— Regiments was always paid separately.

- Eral from 2012 to Mid 2015: Very typical supplier development journey. There are areas
where Regiments did well and where issues arose we gave feedback which was accepted and
acted upon. Following media coverage about Niven Pillay in July 2014, we separated him
from any work with us and sought, and received written assurance from Regiments that the
company was in full compliance with bribery and corruption regulations. The charges
against Niven were ultimately dropped

- Era2 from Mid 2015 to 23™ February 2016: Underperformance and we needed to add
resources in order to meet our client obligations. Sudden appointment of Mohammed Bobat
to a role in National Treasury with Minister van Rooyen and subsequent press coverage that
he was connected to the Guptas. McKinsey Partners raised growing concerns about their
capabilities, B-BBEE status, and their ultimate beneficial ownership

— We decided to end our relationship with Regiments, for reasons including: the split-out of the
professional services part of Regiments meant that they would not have the capabilities to
work with us, and issues raised in the media which meant that we were working with
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potentially Politically Exposed People. We communicated this to our client and agreed with
Regiments to end our relationship

- We have conducted an external review of our relationship with Regiments and the basis on
which we were awarded work

- Question from NT: Do we have any evidence of a connection between Regiments and the
Gupta’s? Answer: No

Trillian:

— Trillian were never a supplier development partner to McKinsey.

- Despite numerous requests Trillian did not provide their corporate information and ownership
structure.

- Our global risk committee met to review the proposed partnership with Trillian, based on
their continued failure to provide corporate information and other concerns amongst our
Partners and external due-diligence

- We informed Trillian and our clients that we would not work with Trillian

— Question: Do you know if the Regiments contracts have been ceded to Trillian? Answer:
Speak to our clients

National treasury should raise its concerns directly with McKinsey. We have heard some

concerns being raised in social settings about McKinsey, Trillian and the R800m and we would

prefer this would not happen

Messages from National Treasury

Direct questions asked by NT:

l\):—-

$a L

Were we forced to work with Regiments? Answer No

Are we still working at Transnet? Answer No

Did we establish that Regiments is linked to the Guptas? Answer No

Do we know if the Regiments contracts with Transnet were ceded to Trillian? Answer: No, speak
to our clients

Acknowledgement of the contribution McKinsey is making to solving the countries problems. Based
on the story told above, the DG clearly stated he had no view of the findings of the contract reviews
but would offer the following free advice:

Sole-sourced arrangements are provided for by public procurement rules. However, SOC’s
sometimes stretch the rules to suite them, eg SAA. McKinsey should always be concerned with
such a pattern. McKinsey should always get written assurance from clients that they are
compliant with the PFMA and own internal governance approvals when such arrangements are
entered into. Open tenders are preferred to ensure competition and that big brands such as Mck
are not tainted.

There is no requirement for any SOC to force a service provider such as McKinsey to have to
work with a BEE partner at a client. The SOC could suggest that as a requirement for its own
transformation objectives. If they do so, they cannot use the proposed 30% set-aside as this is not
promulgated in law yet. A SOC cannot choose a partner. He referred to the Bidvest/SAA case as
an example. When you have a running contract, no changes can be made to accommodate a small
entity/black provider.

If we have any issues and concerns around governance and procurement we should bring it to the
aftention of National Treasury proactively. Under such circumstances they will help us. If
however, we bring issues after the fact, they will not help us. ‘If you cooperate with thieves, you

S
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are also a thief’. The DG indicated that despite his strong relationship with certain individuals at
McKinsey, which he would retain, he would be disappointed if we were cooperating in bad
practices,

4. South Africa is a country that is subject to the rule of law. Recently however, the strength of
compliance to laws is being tested. Big companies, like McKinsey should help South Aftica by
ensuring that we support and comply with the laws of the country

5. NTisreviewing its procurement guidelines and we should engage with them to understand them
and give inputs. In the meeting we were offered the opportunity to meet with Schalk Human as
these revisions would be concluded by the end of June

It was implied that McKinsey may have been naive and should implement stringent compliance and
vetting processes for work with state entities (including SOE’s) and BEE partners.

We acknowledged that this has been a learning journey for us and were grateful of for the time made
available to us
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March 15, 2016
CONFIDENTIAL

Eric Wood
Trillian Management Consulting
eric@tep.co.za

Dear Mr. Wood

TERMINATION OF INTERACTIONS BETWEEN MCKINSEY AND THE TRILLIAN
GRQOUP IN RESPECT OF THE TOP CONSULTANTS PROGRAMME AT ESKOM

We refer to our Jetters to you dated February 25 and March 10, 2016 and to which we
have not received any formal responses. In particular, we did not receive your responses
to the following requests:

1. Detailed group profile of the Trillian Group including ultimate beneficial
shareholders, related partics and executive management;

2. Detailed account of the form and legal status of Trillian’s relationship with Hubel
Hongyuan;

3. Detailed account of the form and legal status of Trillian’s relationship with B
Gateway Global Consultants FCZ;

4. Confirmation that Trillian, its employees, or any of its subcontractors or affiliates

have no other interests which may conflict with their respective roles as advisor to
Eskom;

5. Confirmation that, pending your detailed response to this letter and with immediate
effect, no Trillian personnel, subcontractor personnel, or personnel of any affiliate
undertaking will eonduct or undertake any activities on any element of the Top
Consultants Programme which may lend themselves to a conflict of interest whether
real or perceived,

6. Confirmation that Trillian indemnifies, defends and holds McKinsey harmless from
any and all claims brought against McKinsey in respect of and relating to Trillian’s
relationship with Hubei TTongyuan and any services performed by Trillian and/or any
of its subcontractors or their attiliates for Eskom.

As we mentioned to you, our global risk committee has reviewed and discussed the
proposal to work with Trillian, as our BBBEE partner, on our engagement with Eskom,
As a result of this discussion, we have decided not to proceed with this proposal.

McKinsey and Company Africa Proprietary Limited
Sandown Mews East 88 Stella Street Sandown Sandton 2196 PO Box 652767 Benmore 2010 South Africa

Incorporated and Registared in South Africa No 2013/091251/07
Dirsotors: LIH Arwidi (Swedish) S Wu P Parthoo VN Mag T Legoeta dent]
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Whilst we are aware that this will be a disappointment to you, we hope that you will
understand that, for a programme of this scale and importance, we require more clarity on
our partner firm than you have been able to provide us to date. We may consider any
additional information that you may furnish subsequent hereto.

We will inform Eskom of the recent developments and trust that you will be willing for
our team to discuss with you and with Eskom how to transition arrangements in a way
that best supports Eskom's plans,

We will also communicate any advices from the client in this regard.

Yours sincerely,

Georges Desvaux Jean-Chrjx
Managing Partner, Africa Chuir.<

Europe:

phc Mieszala
I Service Risk Committee
dle East & Africa
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30 March, 2016
CONFIDENTIAL

M. Anoj Singh

Group CFO

Eskom Holding SOC Ltd
Megawatt Park
Sunninghill, Sandton
Johannesburg

South Africa

Dear M. Singh

TOP CONSULTANTS PROGRAMME

We refer to your letter to us dated February 19, 2016 and our response thereto dated
February 25, 2016. This letter serves as an update on further developments since
out last letter to you on February 25, 2016. In particular, you may recall, that we
confitmed to you that we will not be in a position to commence a relationship with
Trillian, or any other partner/sub-contractor until the criteria below have been met
and approved by our global risk and legal teams:

Shareholding of holding companies

Ultimate beneficial shareholders :

Related parties and group companies (e.g., significant lenders)

Executive management team and other “key man” dependencies for both the
company and group companies

um  Majority Black ownership

m  Majority Black management and staff or a clear and committed plan to deliver

this outcome

We have requested the above, and other additional relevant information, from
Trillian on separate occasions including via letters to them dated 25 February 2016
and 10 March 2016. We have, to date, not received any formal responses to each of
the letters despite the respective deadlines of 25 February 2016 and 11 March 2016.

We have also had separate discussions with Mr. Eric Wood on a number of
occasions. During these meetifigs, Mr. Wood orally provided partial information

McKinsey and Company Africa Propristary Limited
Sandown Mews East 88 Stella Strest Sandown Sandton 2186 PO Box 652767 Benmore 2010 South Africa

Incorporated ond Registered In Soulh Africa No 2012091261207
Direotons; LJH Arvwdd) (Swedish) 6Wu P Parbhoo VN Mag T Lagoste {indep
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concerning Trillian’s potential shareholders and directors but expressed that the
information was neither complete nor final. The information received served as
input into McKinsey’s risk management process and review of the proposed
contracting arrangement which has been ongoing,

All information received to date concetning our requests to Trillian, as set forth
above, was presented and evaluated during a periodic McKinsey global risk
committee meeting. The committee came to the following conclusions:

# McKinsey does not know enough about Trillian, its ownership and governance
to be comfortable going ahead on a programme of this scale

m Trillian’s speed and clarity of response to McKinsey’s questions has not been
satisfactory
w McdKinsey is uncomfortable about Trillian’s transparéncy on conflict issues

m McKinsey has material concerns around repulational risk to the Firm given the
above. ' '

As a result, McKinsey’s interactions with Trillian have now been terminated with
_ confirmation having been sent to Trillian.

We acknowledge that the draft of the Services Level Agreement between Eskom
and McKinsey entails the requirement of outsourcing a percentage of the total
consulting fee to a Supplier Development partner. We are fully commiited to
giving effect to this obligation despite the termination. In light of the previously
envisaged sub-contracting relationship with Trillian which, under the current
conditions, will not be possible, we would appreciate an opportunity to develop
optiors With Eskom to ensure that we meet our supplier development obligations.

We are very much committed to support Eskem on this going forward. Please take
it as our sign of commitment that we so far continued our teams to push for impact

Yours sincerely,

Dr. Dr. Alexander Weiss Georges Desvaux
Director Managing Partner, Africa

McKinsey & Company | 2
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EXHIBIT 28: MCKINSEY SUPPLY CHAIN MANAGEMENT PRACTICE REDUCES
CLIENT COSTS BY ~15%

IMPACT
Typical savings achieved in purchasing engagements is 15%

- Percent of engagements in savings range' -

0-4% savings 59 1014 A 1519 20-40
Average savings per engagement = 15% 4 I

McKinsey&«Company LETS%;
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Impact at Hong Kong MTR

The projeets helped Hong Kang MTR generate capital savings opportunities that
reduces CapEx cost by up to 25% in the largeted categories, The organisation has
been institutionalizing these capabilities and processes to achieve further savings.
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the broader tcam. In addilion, the dedicated working (cams will problem
solve open questions in weekly update meetings, and each worksiream will
drive daily aclivities via daily check-in meetings.

m Dedicated client leader and team members in the project working team,
Typically, our clients assign a full-time team to work with us. In some cases,
however, it may be more practical to involve pcople on a part-time or
informal basis. We will work with your Project Manager to determine the
most appropriate resource modcl.
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EXHIBIT 39: BLENDED HOURLY RATES

Blended hourly rates for Solution Tgam

Descriplion Individuals Elended rate per hour

= Engagemen| Direckr and Prngipals =4 L —

= Assocldle Pimcipals aq

* Enyagamanl Manaysrs e

. :sdtn:l;ﬂ;ﬁ |4 buslises casa, ¢ vaue 8 R 2.350M

- Resgarch anaiysis' .2

« Bpocialsle and sxpars! i

« Produslion spacializis’ r2 £

« Engrgamani Disacior o1 ';

= Assaciala Farnar .1 E

+ Engagamant Managars *5 RA1,273mr E

= Genior Gonsiilans 3] E

= Gonsiiiants Lt i

« Managing direcior i A 2,463/r (GBP 1,500hrat 13,14 ZARIGEF)

* Seniur sl .1

- Farners .1 R {7000 :

= Diretars L2 i
B

- Pariners =1 A 1,700/r

= Direciors .2

* Parlnar O R 142000

+ Flanclal analysts f market analysls '3

« Firanclal anatysis
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* Letter of Intent between Transnet and McKinsey Incorporated for the provision of Advisory Services related to the Acquisition of
the 1064 Locomotives Tender TRANSNEDN

McKinsey Incorporated
88 Stella Street
Sandown Mews East
Sandton

2196

30 November 2012
Reference: LOI/GSM/12/05/0447
Dear Mr Michael Kloss
RE:  LETTER OF INTENT for the provision of Advisory Services Related to the Acquisition
of the 1064 Locomotives Tender over a period of 9 months. LOI/Proposal
Reference No: GSM/12/05/0447 (“the Mandate”)

Pursuant to our Request for Proposal (RFP Number 12/05/0447), we wish to inform you that your offer
has been accepted and that your consortium has been awarded the contract for the provision of
Advisory Services related to the Acquisition of the 1064 Locomotives Tender (the Services)
to Transnet, subject to the conditions precedent set out in section 1 below.

The Parties to this agreement are:

(1) Transnet SOC Ltd (Transnet), a State Owned Company and the procurer of the services,
(Registration Number 1990/000900/30); together with

(2) McKinsey Incorporated (the Supplier), (Registration Number 1995/002398/10) and the
other members of the consortium, namely, Regiments Capital (refer to 1.5), Advanced
Rail Technologies, Nedbank Capital and Utho Capital.

Transnet wishes to contract with the Supplier for the provision of the Services as outlined in clause
3.3 below, which, if mutually agreed by the Parties, will be documented and effected in accordance
with a 9 (nine) month Agreement between the Parties. Tt is agreed that the Supplier will play the lead
role and take overall responsibility for the entire Mandate. This condition also applies to services
specified in 1.5 and 1.6 herein.

The Parties are desirous of successfully concluding negotiations and thereafter executing a contract
(the Agreement) to enable the Supplier to provide the Services detailed in section 3.3 below in a
timely manner.

The Parties have identified the Services which Transnet would wish the Supplier to provide in the
interim while execution of an Agreement between the Parties is being finalised. Conditions of this
requirement are specified in sections 2 and 3 below.

The purpose of this Letter of Intent (LOT) is to document the intention of the Parties in respect of the
required Services for the provision of Advisory Services related to the Acquisition of the 1064

LOI Reference No: GSM 12/05/0447 M C
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+ Letter of Intent between Transnet and McKinsey Incorporated for the r.vaIsinn of Advisory Services related to the Acquisition of
1064 Locomotives Tender

Locomotives Tender and it will remain in effect until the Agreement is signed by both Parties, or
until 90 (ninety) days have elapsed from date of issue of this LOI, whichever event should occur first.

NOW THEREFORE IT IS AGREED

i. Conditions Precedent

With reference to the Supplier's offer (07 June 2012), Transnet wishes to finalise pricing, the
details of the Service to be provided and other matters in order to conclude the Agreement with
the Supplier. In the interim, the under-mentioned conditions precedent will apply:

1.1 The Parties agree to work towards concluding the Agreement for the provision of
Advisory Services related to the Acquisition of the 1064 Locomotives Tender,
over a period of 9 (nine) months, commencing 15 January 2013 and expiring 15
October 2013 (or sooner if completed). Please note that contract timeline may be for a
longer period, at no extra cost to Transnet if the deliverables are not executed for
whatever reason as this engagement is output based, as opposed to time based.

1.2 The Parties agree to use this document as a proxy for the binding legal Agreement and
under its authority Transnet intends to request that the Supplier commences the
provision of such Setvices as required, during which period the detailed Agreement will
be negotiated and finalised between the Parties.

1.3 During this interim period Transnet wishes to gain an enhanced degree of comfort in
terms of provision of the Services and would wish to reflect such in the Agreement in the
form of a Service Level Agreement agreed by the Parties.

1.4 Transnet will discuss with the Supplier and agree the terms and conditions of the
Agreement.

1,5 The Supplier agrees to partner with Regiments Capital, for the procurement and supplier
development elements of this project.

1.6  The Supplier agrees to relinquish all legal services to Webber Wentzel (WW), a firm that
was not part of the original consortium but appointed by Transnet for the delivery of legal
services. Notwithstanding the appointment of WW by Transnet, the Supplier will oversee
all work and deliverables supplied by WW and manage the deliverables of the entire
Transaction Advisory services in an integrated manner.

LOI Reference No: GSM 12/05/0447 }/L/K/
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Letter of Intent between Transnet and McKinsey Incorporated for the provision of Advisory Services related to the Acquisition of
1064 Locomotives Tender

2.  Interim Service Requirement

2.1. The Supplier agrees to promptly commence with the provision of the Services as detailed
in section 3.3 below, after this LOI's confirmation date, and in compliance with Transnet’s
interim purchase order,

2.2. Should negotiations between the Parties break down for any reason, the Supplier may
immediately invoice Transnet Group Finance for all reasonable, actual costs incurred
up until that date and such amount shall become due and payable by Transnet against
presentation to Transnet of an undisputed Tax Invoice.

3. Contract Fees and Deliverables (inclusive of 2.1 above)

The proposed fees for the Services to be rendered, which the Parties in the interim accept, are
understoad by both Parties (subject to signing of the Agreement) and are as tabled in Annexure
A hereto.

3.1. Fees and related costs are quoted in South African currency and are exclusive of Value-
Added Tax (VAT). Expenses will be capped at 10% of the value of the engagement for
the Supplier and its sub-contractors and billed on an actual basis capped at R35,2 million
excluding disbursements. y

3.2. Payment will be effected by Transnet, against presentation by the Supplier of undisputed
Tax Invoices, within 30 (thirty) days from date of month-end statement for deliverables
effected during that month.

3.3. Key deliverables and project timescales.

The key project deliverables for a period of 9 (nine) months are for the provision of
Advisory Services related to the Acquisition of the 1064 Locomotives Tender.
Please note that contract timeline maybe for a longer period, at no extra cost to Transnet
If the deliverables are not executed for whatever reason as this engagement is output
based, as opposed to time based.

The objective is to award the loco tender by the end of the third quarter of the
calendar year 2013 on the back of

e arobust and de-risked business case that Is fully supported and approved by the
Board and the Shareholder

o a fully capacitated and flawless transaction process

¢ acommercial negotiation that maximises the value delivered to Transnet and
South Africa.
The deliverables are covered in detail in annexure B, and include:
o Develaping and augmenting the business case for the approval of the

locomotives by the Transnet Board of Directors and Department of
Public Enterprises;

LOI Reference No: GSM 12/05/0447 M %
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< Letter of Intent between Transnet and McKinsey Incorporated for the provision of Advisory Services related to the Acquisition of
1064 Locomotives Tender

e TFR GFB 7 year end to end business case understanding impact of the

following based on validated volume expectations:

o

Q

0

Wagons

Locomotives

Infrastructure

Optimisation

Profitability of each sector- link into efficiencies and capacity
Clear capital volume link;

Any work done in relation to the above is to be carried forward and used
as part of the SWAT team's project.

= Procurement and Legal — Supplier Development and Localisation

strategy:

o

o

Design and Setting up tendering process in line with requirements
applicable to State-owned-companies (SOCs)

Request for proposal documentation;

Supplier evaluation criteria

Request for Information / Quotation documentation

Short listed selection of bidders based on criteria

Template contract for awarding of the tender

Negotiation fact packs and capability building

Claims procedure and OEM ma nagément approach post award
creation of a loco industry in South Africa

Integrate this into the transaction and commercial process
Execution of transaction process (RFP, process orchestration, adjudication
capacity)

Develop contracting strategy for programmatic approach;

s Technical/Operations:

o}

Reduce loco lifecycle costs through technical (specifications) and
commercial lever optimisation with short-listed suppliers

Technical evaluation levers and estimated value

Optimisation approach for joint value optimisation between Transnet and
the selected suppliers

Improved outcome through value engineering with shortlisted suppliers —
optimising for main objectives of procurement strategy (e.g., highest local
content at best value for money);

LOI Refererce No: GSM 12/05/0447 W}\ S
C
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Letter of Intent between Transnet and McKinsey Incorporated for the provision of Advisory Services related to the Acquisition of
1064 Locomotives Tender

< Financial:

o Developing finance and funding options

o Develop deal structure (financing, hedging and de-risking options);
= Project Management Office:

o Proactive stakeholder engagement throughout process to ensure all are
granted on time (e.g. PFMA)

o Manage overall process ta ensure all parts come together
o Provide oversight of legal aspects from a project management
perspective.
4. Miscellaneous
4.1. Neither Party shall reveal the content of this LOI or anything disclosed to the other Party

in pursuance hereof to any third party, except with the prior express written consent of
the other Party, and then only to the extent required to facilitate progression of the
startup procedures.

4.2. This LOI may only be amended or modified in writing by the authorised signatories of the

LOI.
Thus duly signed at ....... 5o ........oco.cesreeennnsy SOUth Africa on this ....S'Y.......... day of
woPeCedoee | 2032.. on behalf of:
Transnet SOC Ltd WITNESSES

1 SENEEENENANANSSEmES ANNEFENNSNRANERAN

i}ff__:‘- -\ 2 il M5 srmpamsane
=5
NAME: Anoj é@_g)w

Designation: Group Chief Financial Officer

LOT Reference No: GSM 12/05/0447 _ %{/




FOF-07-680 VV7-DRF-492

Letter of Iﬁtent between Transnet and McKinsey Incorporated for the provision of Advisory Services related to the Acquisition of
1064 Locomotives Tender

Thus duly signed at ﬂ"\\‘\“"‘ub“‘(ﬁ, South Africa on this .....05....... day of

McKi f\sey Incorporated

. ul iy

JE' Michael l(loss
ignation: Director

LOI Reference No: GSM 12/05/0447
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Letter of Intent between Transnet and McKinsey Incorporated for the provision of Advisory Services related to the Acquisition of
1064 Locomotives Tender

ANNEXURE A —FEES/COSTS

Deliverables must be executed for a fee of R35.2m as per the fee note below. Any overrun in terms of
time will not be for the account of Transnet as the engagement is output based and not time based.
Mckinsey will take overall responsibility for the deliverables and quality of the end products. Expenses
will be capped at 10% of the value of the engagement for the Supplier and its sub-contractors and
billed on an actual basis:

Contracting strategy Ma{Utho RL4m

Regiments/Burlington R&, Im
Business case valdation Mck R&.6m
Technical evaluation and executian McK + ART R13.5m
PMO, integration and stakeholder management i Regiments/Burlington +McK R7.6m
Total Loco R35.2m

LOI Reference No: GSM 12/05/0447 ﬁ L
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4 " Letter of Intent between Transnet and McKinsey Incorporated for the provision of Advisary Services related to the Acquisition of
1064 Locomotives Tender

ANNEXURE C: PREREQUISITES

People required from Transnet

« 1 full time project manager from Group Legal for 26 weeks
planning/projects), business planning

« 1 full time TFR procurement specialist to own the procurement
process for 26 weeks

« Ad hoc time from Group finance {treasury), procurement;

» 2 workstream leads {1 diese! and one electric)- full time for 10
weeks and then as needed for adjudication; they will drive
technical evaluation and optimisation; from TFR

« 1 planning/ GFB business case lead full time for 16 weeks full
time; from TFR
= 1 fleet planning specialist full time for 16 weeks; from TFR

« 1 full time PMO lead full time for 26 weeks; tracks critical path
activities, prepares templates/reporting and action; TFR or
Group

LOI Reference No: GSM 12/05/0447
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AGREEMENT

Entered into by and between

TRANSNET SOC LTD (Reg. Nr. 1990/0009000/30)
And

McKINSEY INCORPORATED (Reg. Nr. 1995/002398/10)

FOR THE PROVISION OF SERVICES RELATED TO THE ACQUISITION OF

1064 LOCOMOTIVES TENDER
Agreement Number GSM 12/05/0447
Commencement Date 15 JANUARY 2013

Expiry Date 31 MARCH 2014
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Agreement between Transnet and Mckinsey Incorporated
For the pravision of Arvisory Sarvices Related to the Acquisition of the 1064 Locomelives Tender

1 INTRODUCTION

This Agreement is entered into by and between:

Transnet SOC Lid [Registration Number 1990/000900/30] whose registered address is Carlton Centre,
150 Commissioner Street, Johanneshurg 2001, Gauteng, Republic of South Africa [Transnet]

And

McKinsey Incorporated [Registration Number 1995/002388/10] whose principal place of business is at
Sandown Mews East, 88 Stella Street, Sandton, 2196, Gauteng, South Africa [the Service Provider].

NOW THEREFORE, IT IS AGREED:

1.1 Transnet hereby appoints the Service Provider to provide, and Transnet undertales to accept the
provision of Services provided for herein, as formally agreed between the Parties and in
accordance with the Work Order(s) issued as schedules to this Agreement; and |

1.2 The Service Provider hereby undertakes to render the Services provided for herein, as formally
agreed between the Parties and in accordance with the Work Order(s) issued as schedules ta this

Agreement,

2 DEFINITIONS

Where the following words ar phrases are used in this Agreement, such words or phrases shall have the

meaning assigned thereto in this clause, except where the context clearly requires otherwise:

21 AFSA means the Arbitration Foundation of South Aftica;

2.2 Agreement means this Agresment and its associated schedules and/or annexures and/or
appendices, including the Wark Order(s), specifications for the Services and such special
conditions as shall apply to this Agreement, together with the General Tender Conditions and any
additional provisions in the associated bid documents tendered by the Service Provider [as agreed
in wHting between the Parties], which collectively and exclusively govern the provision of Services
by the Service Provider to Transnet;

23  Background Intellectual Property means all Intellectual Property introduced and required by
Transnet to give effect to its obligations under this Agreement owned in whole or in part by or
licensed to Transnet or its affiliates prior to the Commencement Date or developed after the
Commencement Date otherwise pursuant to this Aareement;

2.4  Business Day(s) means Mondays to Fridays between 07:30 and 16:00, excluding public holidays
as proclaimed in South Africa;

2.5 Commencement Date means 5 January 2013, notwithstanding the signature date of this
Agreement;

2.6  Confidential Information means any information or other data, whether in written, oral,
graphic or in any other form such as in documents, papers, memoranda, caorrespondence,

notebooks, reports, drawings, diagrams, discs, articles, samples, test results, prototypes, desi
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plans, formulae, patents, ot Inventor's certificates, which a Party discloses to the other Party

[intentionally or unintentionally, or as a result of one Party permitting the representative of the

other Party ta visit any of its premises], or which otherwise becomes known to a Party, and which

is not in the public domain and Includes, without limiting the generality of the term:

2)
b)
c)

d)

e)

g)

h)

m)

n)

0)

Information relating to methods of operation, data and plans of the disclosing Party;

The contents of this Agreement;

Private and personal detsils of employees or clients of the disclosing Party or any other
person where an onus rests on the disclosing Party to maintain the confidentiality of such
information;

Any information disclosed by either Party and which is clearly marked as being confidential
or secret;

Information relating to the strategic objectives and planning of the disclosing Party relating
to its existing and planned future business activitles;

Information relating to the past, present and future research and development of the
disclosing Party;

Information relating to the business activities, business relationships, products, services,
customers, clients and Subcontractors of the disclosing Party where an onus rests on the
disclosing Party to maintain the confidentiality of such information;

Information contained in the software and associated materal and documentation
belonging to the disclosing Party;

Technical and scientific information, Know-How and trade secrels of a disclosing Party
including inventlons, applications and processes;

Copyright works;

Cormercial, financlal and marketing information;

Data concerning architecture, demonstiations, tools and technigues, processes, machinery
and equipment of the disclosing Party;

Plans, designs, concepts, drawings, functional and fechnical requirements and
specifications of the disclosing Party;

Information concerning faults or defects in goods, equipment, hardware or software or the
incidence of such faults or defects; and

Information concerning the charges, Fees and / or casts of the disclosing Party or its
authorised Subcontractors, or their methads, praclices or service performance levels

actually achieved;

2,7 Copyright means the right in expressions, procedures, methods of operations or mathematical

cancepts, computer program codes, compilations of data or other material, literary works, musical

works, artistic works, sound recordings, broadcasts, program carrying signals, published editions,

photographic works, or cinematographic warks of the capyright owner to do or to authorise the

doing of certain acts specified in respect of the different categories of works;

28  Default means any breach of the obligations of either Party [including but not limited to
fundamental breach or breach of a fundamental term] or any Default, act, omission, neglige
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statement of either Party, its employees, agents or Subcontractors In connection with or in
relation to the subject of this Agreement and in respect of which such Party is liable to the other;

2.9  Deliverable(s) means any and all reports, analyses or other such materials furnished by the
Service Provider to Transnet in relation to the Services;

2,10 Designs mean registered Designs and/or Design applications and will include the monopoly right
granted for the protection of an independently created industrial design including designs dictated
essentially by technical or functional considerations as well as topographies of Integrated circuits
and integrated circuits;

2.11 Fee(s) shall mean the agreed Fees for the Services to be purchased from the Service Provider by
Transnet, as detailed in the Work Order(s), issued In accordance with this Agreement;

2.12 Foreground Intellectual Property means all Intellectual Property developed by elther Party
pursuant to this Agreement;

213 Intellectual Property means Patents, Designs, Know-How, Copyright and Trade Marks and all
rights having equivalent or similar effect which may exist anywhere in the world and includes all
future additions and improvements to the Intellectual Property;

2,14 HKnow-How means all Confidential Information of whatever nature relating to the Intellectual
Property and its exploitation as well as all other Confidential Information generally relating to
Transnet's field of technology, including technical information, processing or manufacturing
techniques, Designs, specifications, formulae, systems, processes, Information concerning
materlals and marketing and business information in general;

2.15 Materials means the Deliverables, the Service Provider Materials;

2.16 Parties mean the Parties to this Agreement together with their subsidiarles, divisions, business
units, successors-in-title and their assigns;

217 Party means either one of the Parties;

218 Patents mean registered Patents and Patent applications, once the latter have proceeded to
grant, and includes a right granted for any inventions, products or processes in all fields of
technology;

2.19 Permitted Purpose means any activity or process to be undertaken or supervised by Personnel
or employees of ane Party during the term of this Agreement, for which purpose authorised
disclosure of the other Party’s Confidential Information or Intellectual Property Is a prerequisite In
order to enable such activity or process to be accomplished;

2,20 Personnel means any partner, employee, agent, consultant, independent associate or supplier,
Subcontractor and the staff of such Subcontractor, or other authorised representative of elther
Party;

221 Purchase Order(s) means official orders issued by an operating division of Transnet to the
Service Provider for the provision of Services;

2,22 Service(s) means the setup and operation of the MDS Execution support office, the Service(s)
provided to Transnet by the Service Provider, pursuant to Schedule 1 “Work Order’(s) in terms of
this Agreement;
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2.23  Subcontract means any contract or agreement or praposed contract or agreement between the
Service Pravider and any third party whereby that third party agrees to provide to the Service
Provider the Services or any part thereof;

2.24  Subcontractor means the Lhird party with whom the Service Provider enters into a Subcontract;

2.25  Service Provider Materials means including, but not limited to, data, diagrams, charts, reports,
specifications, studies, inventions, software, software development tools, methodologies, ideas,

mathods, processes, concepts and techniques analyses, khow-how, tools, framewarks, models

and industry perspectives used and/or developed by the Service Provider in connection with the
Services;

2.26  Tax Invoice means the document as required by Section 20 of the Value-Added Tax Act, 89 of
1991, as may be amended from time to time;

2.27 Third Party Material means software, software development tools, methodalogies, ideas,
methods, processes, cancepts and techniques awned by, or licensed to a third party and used by
the Service Provider in the performance of the Services; !

228 Trade Marks mean registered Trade Marks and trade mark applications and includes any sign or
lago, or combination of signs and/or logos capable of distinguishing the goods or services of one
undertaking from those of another undertaking;

2,29 VAT means Value-Added Tax chargeable in terms of the Value-Added Tax Act, 89 of 1991, as may
be amended from time to time; and

2.30 Work Order(s) means a detailed scope of work for a Service required by Transnet, including
timeframes, Deliverable, Fees and costs for the supply of the Service to Transnet, which shall be
appended to this Agreement.

3 INTERPRETATION

3.1 Clause headings in this Agreement are included for ease of reference only and do not farm part of
this Agreement for the purposes of intarpretation or for any other purpose, No provision shall be
construed against or Interpreted to the disadvantage of either Party hereto by reason of such
Party having or being deemed to have structured or drafted such provision,

3.2 Ahy term, word, acronym or phrase used In this Agreement, other than those defined under the
clause heading “Definitions” shall be given its plain English meaning, and those terms, words,
acronyms, and phrases used in this Agreement will be interpreted in accordance with the
generally accepted meanings acrorded thereto.

33 Avreference to the singular incorporates a reference to the plural and vice versa.
3.4  Areference to natural persons incorporates a reference to legal persons and vice versa.

3.5  Areference to a particular gender incorporates @ reference to the other gender,

a4 NATURE AND SCOPE

‘41 This Agreement is an agreement under the terms and conditions of which the Service Provider will
artange for the provision to Transnet of the Services which meet the requirements of Transnet,
the delivery of which Services is controlled by means of Purchase Orders to be lssued by Transnet
and executed by the Service Provider, in accordance with this Agreement. <
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4.2 Such Purchase Orders shall be agreed between the Parties from time to time, subject to the terms

of the relevant Work Order(s).

4.3  Each properly executed Purchase Order forms an inseparable part of this Agreement as If it were
fully incorporated into the bady of this Agreement.

4.4 During the period of this Agreement, both Parties can make written suggestions for amendments
to the Worlk Order(s), In accordance with procedures set out in clause 29 [Amendment and
Change Control] below. A Party will advise the other Party within 14 [fourteen] Business Days, or
stich other period as mutually agreed, whether the amendment is acceptable.

4.5 Insofar as any term, provision or condition in the Work Order(s) conflicts with a like term,
provision ot condition in this Agreement and/or a Purchase Order, or where this Agreement is
silent on the matter, the term, provision or condition in this Agreement shall prevail, unless such
term or provision or condition in this Agreement has been specifically revoked or amended by

mutual written agreement between the Parties.

4.6 The Service Provider will perform its obligations under this Agreement in accordance with the
timeframe(s) [if any] set out in the relevant schedule, save that the Service Provider will not be
liable under this clause if it is unable to meet such obligation within the time required as a direct
result of any act or omission by Transnet and it has used its best endeavours to advise Transnet
of such act or omission. In the event of such delay, any time deadlines detailed in the relevant
schedule shall be extended by a period equal to the period of that delay.

5 AUTHORITY OF PARTIES
5.1  Nothing in this Agreement will constitute or be deemed to constitute a partnership between the
Partles, or constitute or be deemed to constitute the Parties as agents or employees of one
another for any purpose or in any form whatsoever,
5.2 = Neither Party shall be entitled to, or have the power or authority o enter into an agreement in the
name of the other; or give any warranty, representation or undertaking on the other's behalf; or
create any liability against the other or bind the other's credit in any way or for any purpose

whatsoever.

6 WARRANTIES
6.1  The Service Provider warrants to Transnet that:

a) 1t has full capacity and authority to enter into and to perform this Agreement and that this
Agreement is executed by a duly authorised representatives of the Service Provider;

b) It will discharge its obligations under this Agreement and any annexure, appendix or
schedule hereto with all due skill, care and diligence;

c) It will be solely responsible for the payment of remuneration and associated benefits, if
any, of its Personnel and for withholding and remitting incame tax for its Personnel in
conformance with any applicable laws and regulations; and

d) The use or possessian by Transnet of any Materials will not subject Transnet to any claim
for infringement of any Intellectual Property Rights of any third party.
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6.2 The Service Provider warrants that It will perform its obligations under this Agreement in

accordance with the Service Levels as defined In the relevant schedule, Transnet may at its

reasanable discretion audit compliance with the Service Levels, provided that any such audit is

carried out with reasonable prior notice and in a reasonable way so as not to have an adverse

effect an the performance of the Services or the manner in which the Service Provider ordinarily

canducts business, Without prejudice to clause 6.3 below, in the event that the Service Provider

fails to meet the Service Levels, Transnet may claim appropriate service credits or Invoke retention

of Fees as detailed in the relavant schedule and/or Work Order.

6.3  The Service Provider shall, in accordance with the Service Provider's document retention policies,

establish and maintain a secure file containing a copy of any presentation, progress review, repart

or other document furnished to Transnet by the Service Pravider in connection with the Services,

tagether with any working papers necessary to support its conclusions or analyses {collectively,

the "Worlking Papers File"). Transnet may, at its own cost, inspect the Working Papers File at any

time, during the five (5) year period from the end of the calendar year in which the relevant

Services are completed or terminated, solely for the purpose of determining whether the Service

Frovider performed the Services in accordance with the Work Order.  Any information furnished in

connection with this provision shall be kept confidential in accordance with this Agreement.

64  The Service Provider warrants that for a period of 90 [ninety] days from Acceptance of the
Deliverables they will, if properly used, conform in all material respects with the reguirements set

out in the relevant schedule. The Service Provider will at its expense remedy any such non-

conformance as soon as possible but in any event within 30 [thirty] days of notification hy

Transnet.

65  The Service Provider will remedy any defect within 30 [thirty] days of being notified of that defect

by Transnet In writing.

6.6 The Service Provider will not be liable to remedy any problem arising from or caused by Transnat's

use of the Deliverables in any way not Intended by the Work Order or any modification made by

Transnet ta the Deliverables, or any part thereof, without the prior approval of the Service

Pravider.

6.7 The Service Provider shall advise Transnet of the effects of any steps propased by Transnet

purstiant to clause 6.6 above, Including but not limited to any cost implications or any disruption

ar delay in the performance of the Services. The Parties agree that any changes to the Services,

including the charges for the Services or any timetabies for delivery of the Services, will be agreed

in accordance with the change control procedure, as set out in clause 29 [Amendment and

Change Control],

6.8  The Service Provider warrants that:

a) it has, using the most up-to-date software practicably and reasenably available to it, tested
for [and deleted] all viruses identified by the Service Provider in the Materlals at the date of

the relevant Work Order; and

b) At the time of delivery to Transnet, the Materials do not contain any trojan horse, worm,

logic bomb, time bomb, back door, trap door, keys or other harmful components.

The Service Provider agrees that, in the event that a virus Is found, it will use its reasonable

endeavours fo assist Transnet in reducing the effect of the virus and, particularly in the event th
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a virus causes loss of operational efficiency or loss of data, to assist Transnet to the same extent
to mitigate such losses and to restare Transnet to its original operaling efficiency.

6.9  The Service Provider undertakes to comply with South Africa’s general privacy protection in terms
of Section 14 of the Bill of Rights in connection with this Agreement and shall procure that [ts
Personnel shall observe the provisions of Section 14 [as applicable] or any amendments and re-
enactments thereof and any regulations made pursuant thereto, |

6.10 The Service Provider wariants that it has taken all reasonable precautions to ensure that, in the i
event of & disaster, the impact of such disaster on the ability of the Service Provider to comply
with its obligations under this Agreement will be reduced to the greatest extent possible, and that
the Service Provider shall ensure that it has apprapriate, tested and documented recovery

arrangements in place,

|

6.11 In compliance with the National Railway Safety Regulator Act, 16 of 2002, the Service Provider ;

shall ensure that the Services, to be supplied to Transnet under the terms and conditions of this |

Agreement, comply fully with the specifications as set forth in Schedule 1 hereto, and shall

thereby adhere [as applicable] to railway safety requirements and/or regulations. Permission for

the engagement of a Subcontractor by the Service Provider [as applicable] shall be subject to a

review of the capability of the proposed Subcontractor to comply with the specified rallway safety

requirements and/or regulations. The Service Provider andfor its Subcontractor shall make senior

Personnel available to Transnet, during the term of this Agreement, to review any safety-related
activities, including the coordination of such activities across all parts of its arganisation.

Z TRANSNET'S OBLIGATIONS

7.1 Transnet undertakes to promptly comply with any reasonable request by the Service Provider for
infarmation, including information concerning Transnet's operations and activities, that relates to
the Services as may be necessary for the Service Provider to perform the Services, but for no
other purpase, However, Transnet's compliance with any request for information is subject to any
internal security rules and requirements and subject to the observance by the Service Provider of
its confidentlality obligations under this Agreement.

7.2 The Service Provider shall give Transnet reasonable notice of any information it requires in
accordance with clause 7.1 above.

7.3  Subject to clause 14 [Service Provider’s Personnel], Transnet agrees to ;

a) provide the Service Provider or its Personnel such access to and use of its facilities as s
necessary to allow the Service Provider to perform its obligations under this Agreement; and
b) perform any tasks or responsibilities assigned to Transnet and notify the Service Provider of

any issues or concerns Transnet may have relating to the Services..

8 GENERAL OBLIGATIONS OF THE SERVICE PROVIDER
B.1  The Service Provider shall:
a) Respond pramptly to all complaints and reasonable enquiries from Transnet;

b) Infornt Transnet immediately of any dispute or complaint arising in relation to the provision

of the Services;
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c) Conduct its business in a professional manner that will reflect positively upon the Service
Provider and the Service Provider's Services;

d) Keep full records clearly Indicating all transactions concluded by the Service Provider
relating to the performance of the Services and keep such records for at least 5 [five] yeats
from the date of each such transaction;

e) Obtain, and at all times maintain in full force and effect, any and all licences, permits and
the like required under applicable laws for the provision of the Services and the conduct of
the business and acfivities of the Service Provider;

f) Observe and ensure compliance with all requirements and obligations as set out in the
labour and related leglslation of South Africa, including the Orcupational Health and Safety
Act, 85 of 1993;

g) Comply with all applicable environmental legislation and regulations, and demonstrate
sound environmental policies, management and petformance that are applicable to the
Service Provider and performance of the Services; and

h) Ensure the validity of all renewable certifications, including but not limited to its Tax
Clearance Certificate and B-BBEE Verification Certificate, for the duration of this |
Agreement. Should the Service Provider fall to present Transnet with such renewals as they |
become due, Transnet shall be entitled, In addition to any other rights and remedies that it
may have In terms of the Agreement, to terminate this Agreement forthwith without any

i
liability and withcut prejudice to any claims which Transnet may have for damages agalnst i
the Service Provider. '.

8.2  The Service Provider acknowledges and agrees that it shall at all times;

a) Render the Serviges and perform all its duties with honesty and integrity;

b) Communicate openly and honestly with Transnet and demonstrate a commitment to !
performing the Services timeously, efficiently and to the required standards;

c) Endeavour ta provide the highest possible standards of service and professionalism, with a

reasonable degree of care and diligence;
d) Use its reasonable endeavours and make every diligent effort to meet agreed deadlines;

e) Treat its own Persannel, as well as all Transnet's officers, employees, agents and

consultants, with fairness and courtesy and respect for theit human rights;

f) Practice and promote Its own Internal policies aimed at prohibiting and preventing unfair
discrimination [as further referred to in clause 23 — Equality and Diversityl;

a) Treat all enquiries from Transnet in connection with the Services with courtesy and '
respond to all enquities promptly and efficiently. Where the Service Provider is unable to 1
comply with the provisions of this clause, the Service Provider will advise Transnet of the |
delay and the reasons therefor and will keep Transnet informed of progress made !
regarding the enguiry; |

h) When requested by Transnet, provide clear and accurate information regarding the Service
Provider's own policies and procedures, excluding Know-How and other Confidential
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Information, except where a non-disclosure undertaking has been entered into between
the Parties;

i) Not accept or offer, nor allow, induce or promote the acceptance or offering of any
gratuity, enticement, incentive or gift that could reasonably be regarded as bribery or an

altempt to otherwise exert undue Influence over the recipient; i
i) Not mislead Transnet or its officers, employees and stakeholders, whether by act or ‘

omission; ‘
i) Not otherwise act in an unethical manner or do anything which could reasonably be |

expected to damage or tarnish Transnel's reputation or business image; and

)] Tinmediately report to Transnet any unethical, fraudulent or otherwise unlawful conduct of

which it becomes aware in connection with Transnet ar the provision of Services.
9 SERVING COMPETITORS

It is the Service Provider's long-standing policy to serve competing clients and clients with potentlally
conflicting interests as well as counter-parties in merger, acquisition and alliance oppartunities, and to do
50 without compromising its professional responsibilty to maintain the confidentiality of client
information. Consistent with such practice and the Service Pravider's confidentiality obligations to its
other clients, the Service Provider Is not able to advise or consult with Transnet about the Service
Provider serving Transnet's competitors ar other parties. To avoid situations of potential conflict, the
Service Provider will not assign consultants, who are providing the Services and who receive confidential
information, to a competitively sensitive project for what the Service Provider considers a significant
period of time following an assignment for Transnet,

10 FEES AND EXPENSES
101 In consideration of the pravision of the Services, Transnet will pay o the Service Provider the
Fees detalled in the relevant schedule or Work Order. I
10.2 Transnet will not be invoiced for materials used in the provision of the Services save for those |
materials [if any] set out in the Work Order and accepted by Tramsnet or In any relevant Worl

Order [which will be invoiced to Transnet at cost]. l

10.3 The Parties have agreed that the value of the Service Pravider's expenses in connection with the
provision of the Services shall be fixed at 10% of the total Fees which amount shall be paid by
Transnet to the Service Provider.

10.4 Al Tax Invoices relating to Fees, and expenses and, where appropriate, shall include VAT as a
separate item.

11  INVOICING AND PAYMENT

11,1 Transnet shall pay the Service Provider the amounts stipulated in the relevant schedule or Work i
Order, subject to the terms and conditions of this Agreement. i

£1.2  Transnet shall pay such amounts to the Service Provider, upon receipt of a valid and undisputed ]
Tax Invoice as specified in the Work Order appended hereto, once the undisputed Tax Invoices,
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or such portion of the Tax Invoices which are undisputed become due and payable to the Sefvice
Provider far the provision of the Services, in terms of clause 11.4 below.

11.3 Al Fees and other sums payable under this Agreement are exclusive of VAT, which will be payable
at the applicable rate.

114 Unless otherwise provided for in the Work Order(s) appended to this Agreement, Tax Invoices

shall be submitted together with a month-end statement, Payment against such menth-end
statement shall be made by Transnet within 30 [thirty] days after date of receipt by Transnet of
the statement together with all undisputed Tax Invoices and supporting documentation.

11.5 Where the payment of any Tax Invaice, or any part thereof which is not in dispute, Is not made in
accardance with this ciatse 11, the Service Provider shall be entitled to charge interest on the
gutstanding amount, at The Standard Bank of South Africa’s prime rate of interest in force, for the

period from the due date of payment until the outstanding amount is paid.

i2 FEE ADJUSTMENTS i
12.1 Subject to Clause 10,1, the Fee is fixed for the duration of the Agreement. I

13  INTELLECTUAL PROPERTY RIGHTS

13,1 Title to Confidential Information and Intellectual Property

a)  Transnet will retain all right, title and Interest in and to its Confidential Infermation and
Background Intellectual Property and the Service Provider acknowledges that it has no
claim of any nature in and to the Confidential Information and Baclground Intellectual
Property that is proprietary to Transnet. For the avoidance of doubt, all the Service

Provider Materials shall remain vested in the Service Provider,

b) The Service Provider shall grant Transnet access to the Service Provider's Background
Intellectual Property on terms which shall be negotiated between the Parties for the
purpose of commercially exploiting the Foreground Intellectual Property, to the extent that
such access is required,

c) To the extent Materials includes any Service Provider Materials, the Service Provider shall
grant to Transnet an irevocable, royalty free, non-exclusive, non-transferahle, non-
sublicenseable, worldwide licence to use and copy the Service Provider Materials solely as
part of the Deliverables and subject to the limitations on the use of the Sarvice Provider
name and Deliverables, Subject to the aforegoing and payment In full of the Fees, Transnet
will own all Materials furnished by the Service Provider to it in connection with the Services.

13.7 Unauthorised Use of Confidential Information

The Service Provider shall not authorise any party to act on or use in any way any Confidential
Information belonging to Transnet whether or not such party is aware of such Confide
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Information, and shall promptly notify Transnet of the information if it becomes aware of any
party so acting, and shall provide Transnet the Information with such assistance as Transnet
reasonably reguires, at Transnel's cost and expense, t0 prevent such third party from so acting.
The Service Provider's wark for Transnet is confidential and intended for Transnet's internal use i
only. The Service Provider does not make public client names, client materlals or reports prepared
for clients without thelr prior written permission, Similarly, Transnet agrees that it will not use the
Service Provider’s name, refer to the Service Provider's work, or make the Deliverables or
proposals (including the Service Provider's fees, expenses and other commercial terms) ar the
existence or terms of this agreement available outside its organization without the Service

Provider's prior written permission.

13.3 Unauthorised Use of Entellectual Property

a) The Service Provider agrees to notify Transnet in writing of any conflicting uses of, and '|
applications of registrations of Patents, Designs and Trade Marks or any act of

infringement, unfair competition or passing off involving the Intellectual Property of
Transnet of which the Service Provider acquires knowfedge and Transnet shall have the
Haht, as its own optlon, to proceed against any party infringing its Intellectual Property.

b) It shall be within the sole and absolute discretion of Transnet to determing what steps shall
be taken against the infringer and the Service Provider shall co-operate fully with Transnet,
at Transnet’s cast, in whatever measure Including fegal action to bring any infringement of

lllegal use fo an end.

c) The Service Provider shall cooperate to provide Transnet promptly with all relevant

ascertainable facts.

d) If proceedings are commenced by Transnet zlone, Transnet shall be responsible for all i
expenses but shall be entitled to all damages or other awards arising cut of such :
proceedings. If proceedings are commenced by both Parties, both Parties will be
responsible for the expenses and both Parties shall be entitled to damages or other awards

arising out of proceedings.

14  SERVICE PROVIDER'S PERSONNEL

141 The Service Provider's Personnel shall be regarded at all times as employees, agents or
Subcontractors of the Service Provider and no relationship of employer and employee shall arise
between Transnet and any Service Provider Personnel under any circumstances regardiess of the

degree of supervision that may be exercised over the Personnel by Transnet.
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142 The Service Provider warrants that all Its Personnel will be entitled to work In South Africa or any

ather country in which the Services are to be performed.

143 The Service Provider will ensure that its Personnel comply with all reasonable requirements made
known to the Service Provider by Transnet concerning conduct at any Transnet premises or any
other premises upon which the Setvices are to be performed [including but not limited to security
regulations, policy standards and codes of practice and health and safety requirements]. The
Service Provider will ensure that such Personnel at all times act in a lawful and proper manner in

accordance with these reguirements.

14.4 Tiansnet reserves the right to refuse to admit or to remove from any premises occupied by or on
behalf of It, any Service Provider Personnel whose admission o presence would, in the reasonable
opinion of Transnet, be undesirable or who represents a threat to confidentiality or security or
whose presence would be in breach of any rules and regulations governing Transnet's Personnel,
provided that Transnet notifies the Service Provider of any such refusal [with reasons whyl. The
reasonable exclusion of any such individual fram such premises shall not relieve the Service

Pravider from the performance of Its obligations under this Agreement.

145 The Service Provider agrees to use all reasonable endeavours ta ensure the continuity af its
Personnel assigned to perform the Services. If any re-assignment by the Service Provider of those
Personnel is necessary, or If Transnet advises that any such Personnel assigned are in any respect
unsatisfactory, including where any such Personnel are, or are expected ta be or have been

absent for any periad, then the Service Provider will promptly supply a suitable replacement.

i5  LIMITATION OF LIABILITY

15.1 Neither Party excludes or limits liability to the other Party for:
a) Death or personal injury due to negligence; or

b) Fraud

15.2 Each of the Parties shall indemnify and keep the other Party (the “Indemnified Party”)
indernnified from and against liability for damage to any of the Indemnified Party’s property
[whether tangible or intangible] or any other lass, costs or damage suffered by the Indemnifled
Party to the extent that it results from any act of or omission by such Party or Its Personnel in
connection with this Agreement. Each of the Party’s liahility arising out of this clause 15.2 shall be
limited to a maximum amount payable in respect of any one occurrence or a series of related

occurrences In a single calendar year, such amount to be agreed in writing by the Parties.

15.3 Subject always to clauses 15.1 and 15.2 above, the liability of either the Service Pravider or

Transnet under or in connection with this Agreement, whether far negligence, misrepresentation,
breach of contract or otherwise, for direct toss or damage arising out of each Default or serie
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related Defaults shall not excead 100% [one hundred per cent] of the Fees paid under the
schedule or Work Order to which the Default(s) relates.

154 Subject to clause 15.1 above, and except as provided In clauses 15.2 and 15.2 above, in no event
shall either Party he liahle to the other for indirect or consequential loss or damage or including
indirect or consequential loss of profits, business, revenue, goodwill or anticipated savings of an
indirect nature or loss or damage incurred by the other Party as a result of third party claims.

{5.5 Rothing in this clause 15 shall be taken as limiting the liability of the Service Provider in respect of
clause 13 [Intellectual Property Rightsj or clause 17 [Confidentlality].

16  INSURANCES

16,1 Without limiting the liability of the Service Provider under this Agreement; the Service Provider
shall take out insurance in respect of all risks for which it is prudent for the Service Provider to
Insure agalnst, including any liability it may have as a result of its activities under this Agreement
for thef, destruction, death or injury to any person and damage to property. The level of
insurance will be kept under review by Transnet, to ensure Its adequacy, provided that any

varlation ta the level of such insurance shall be entirely at the discretion of the Service Provider.

16,2 The Service Provider shall arrange insurance with reputable insurers and will produce to Transnet
evidence of the existerice of the policies after written request therefore by Transnet within 30
[thirty] days after date of policy renewals,

16.3  Subject to clause 16.4 below, if the Service Provider fails to affect adequate insurance under this lf
clause 16, it shall notify Transnet in writing as soon as it becomes aware of the reduction or i
inadequate cover and Transnet may arrange or purchase such insurance, The Service Provider
shall promptly relmburse Transnet for any premiums paid provided such insurance protects the ]
Service Providers liability, Transnet assumes no responsibility for such insurance belng adequate
to protect all of the Service Provider's liability. {

164 In the event that the Service Provider receives written notice from its insurers advising of the
termination of Its insurance cover referred to in clause 16.1 above or if the insurance ceases to be
available upon commerdially reasonable terms, the Service Provider shall immediately notify
Transnet in writing of such termination and/or unavailability, where after either the Service
Provider or Transnet may terminate this Agreement on giving the ather Party not less than 30
[thirty] days prior written notice to that effect, ;

17  CONFIDENTIALITY .

17.1  The Parties hereby undertake the following, with regard to Confidential Information:
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a) Nat to divulge or disclose to any person whomscever In any form or manner whatsoever,
gither directly or indirectly, any Confidential Information of the other, without the prior
written consent of such other Party, other than when called upon to do so in accordance
with a statute, or by a court having jurisdiction, or by any other duly authorised and
empowered authority ot official, in which event the Party concerned shall do what Is
reasonably possible to inform the other of such a demand and each shall assist the other in
seeking appropriate relief or the instituting of a defensive action to protect the Confidential

Information cancerned;

b) Not to use, exploit, permit the use of, directly or indirectly, or in any other manner
whatsoever apply the Confidential Information, disclosed to it as a result of this
Agreement, for any purpose whatsoever other than for the purpose for which it Is disclosed

or atherwise than in strict compliance with the provisions In this Agreement;

c) Nat to make any notes, sketches, drawings, photographs or copies of any kind of any part
of the disclosed Confidential Information, without the prior written consent of such other
Party, except when reasonably necessaty for the purpose of this Agreement, in which case

such copies shall be regarded as Confidential Information;

d) Not to de-compile, disassemble or reverse engineer any composition, compilation, concept
application, item, component de-compilation, including scftware or hardware disclosed and
shall not analyse any sample provided by Transnet, or otherwise determine the
composition or structure or cause to permit these tasks to be carried out except in the

performance of its obligations pursuant to this Agreement; 1

e) Not to exercise less care to safeguard Transnet Confidential Information than the Party ,

exercises (n safeguarding its own competitive, sensitive or Confldential Infarmation;

f) Confidential Information disclosed by either Party to the other or by either Party to any
other party used by such Party in the perfarmance of this Agreement, shzll be dealt with as
“restricted” aor shall be dealt with according to any other appropriate level of confidentiality
relevant to the nature of the information concerned, agreed between the Parties concerned

and stipulated in writing for such information in such cases;

aq) The Partles shall not make or permit to be made by any other person subject to their }
control, any public statements or issue press releases or disclose Confidential Information :
with regard to any matter related to this Agreement, unless writken authorlsation to do so '
has first been obtained from the Party first disclosing such information;
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h) Each Party shall be entitled to disclose such aspects of Confidential Information as may be
relevant to one or more technically qualified employees or internal consultants of the Party
who are required in the course of thelr duties to receive the Confidential Information for
the Permitted Purpose provided that the employee or internal consultant concerned has a
legitimate interest therein, and then only to the extent necessary for the Permitted
Purpose, and s informed by the Party of the confidential nature of the Confidential
Information and the obligations of the confidentiality to which such disclosure Is subject
and the Party shall ensure such employees or internal consultants honour such obligations;

) Each Party shall notify the other Party of the name of each person of entity to whom any |
Confidential Tnformation has been disclosed as soon as practicable after such disclosure;

b)) Each Party shall ensure that any person or entity to which it discloses Confidential |
Information shall observe and perform all of the covenants the Party has accepted In this
Agreement as if such person or entity has signed this Agreement. The Party disclosing the
Confidentlal Information shall be responsible for any breach of the provisions of this |

Agreement by the person or entity; and

k) each Party may by writren notice to the other Party specify which of the Party's employees,
officers or agents are required to sign a non-disclosure undertaking,

172 The duties and obligations with regard to Confidential Information in this clause 17 shall not apply

where:

a) A Party can demonstrate that such information is already in the public domain or becomes
available to the public through no breach of this Agreement by that Party, or its Personnel;

ar

b) Was rightfully in a Party's passession prior to receipt from the other Party, as proven by
the first-mentioned Party's written records, without an infringement of an obligation or
duty of confidentiality; or

) Can be proved to have been rightfully received by a Party from a third party without a
hreach of a duty or obligation of confidentiality; or

d) Is independently developed by a Party as proven by its writen records.

7.3 The Service Pravider’s work for Transnet Is confidential and intended for Transnet’s internal use
only. The Service Provider does not make public client names, client materlals or reports prepared
for clients without their prior written permission, Similarly, Transnet agrees that it will not use
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Service Provider’s name, refer to Service Provider's work, or make the Deliverables or the
existence or terms of this Agreement available outside Its organization without the Service

Provider's prior written parmission,

17.4 This clause 17 shall sutvive termination for any reason of this Agreement and shall remain In force
and effect from the Commencement Date of this Agreement and § [five] years after the
termination of this Agreement, Upon termination of this Agreement, all documentation furnished
to the Service Provider by Transnet pursuant to this Agreement shall be returned to Transnet
including, without fimitation all corporate identity equipment including dyes, blocks, labels,
adlvertising matter, printing matter and the like.

18  TOTAL OR PARTIAL FAILURE TO PERFORM THE SCOPE OF SERVICES

Should the Service Provider fail or neglect to execute the work or to deliver any portion of the Service, as
required by the terms of this Agreement or Work Order, Transnet may cancel this Agreement or Work
order in so far as It relates to the unexecuted wark or rejected portion of the Service, and, in such event,
the provision of any remaining commitment shall remain subject in all respects to these conditions.

i9 TERM AND TERMINATION

19.1 Notwithstanding the date of signature hereof, the Commencement Date of this Agreement is 05
January 2013 and the expiry thereof shall occur on 31 March 2015, unless:

a) this Agreement is terminated by elther Party in accordance with the provisians incorporated
herein or in any schedules or annexures appended hereto, or otherwise in accordance with .

law or equity; or i

h) This Agreement is extended at Transnet's aption for a further period to be agreed by the
Parties.

19,2 Either Party may terminate this Agreement forthwith by notice in writing to the other Party where
the other Party has committed a material Default and, where such Default is capable of remedy,
has failed to remedy such Default within 30 [thirty] days of receiving notice specifying the Default

and requiring its remedy.

19,3 Either Party may terminate this Agresment forthwith by notice in writing to the other Party when
the other Party is unable to pay its debts as they fall due or commits any act or ornission which
would be an act of insolvency in terms of the Insolvency Act, 24 of 1936 [as may be amended
from time to time], or if any action, application: or proceeding is made with regard to it for:

a) A voluntary arrangement or composition or reconstruction of Its debts;

by  Its winding-up or dissolution;
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c) The appointment of a liquidator, trustee, receiver, administrative receiver or similar officer;
or

d) Any similar action, application or proceeding in any jurisdiction te which it Is subject.

19.4 Transnet may lerminate this Agreement at any time within 2 [two] months of becoming aware of
a change of control of the Service Provider by notice in writing to the Service Provider. For the
purposes of this clause, “control” means the right to direct the affairs of a company whether by
ownership of shares, membership of the board of directors, agreement or otherwise.

19,5 Transnet may cancel any schedule or Work Order hereto at any time on giving the Service
Provider 30 [thirty] days written notice,

19.6 Notwithstanding this clause 19, either Party may cancel this Agreement without cause by giving
30 [thirty] days prior written notice thereof to the other Party.

20 CONSEQUENCE OF TERMINATION

20.1 Termination in accordance with clause 19 fTerm and Termination] shall not prejudice or affect any
right of action or remedy which shall have accrued or shall thereafter accrue to either Party and all
provisions which are to survive this Agreement or impliedly do so shall remain In force and in
effect.

20.2 On termination of this Agreement or @ Work Order, the Service Provider will immediately deliver
up, and procure that its Personnel will immediately deliver up to Transnet, all final Deliverables
and property belonging to Transnet [or, [n the event of termination of a Worl Order, such as is
relevant to that Work Order] which may be In the possession of, or under the control of the
Service Provider, and certify to Transnet in writing that this has been done.

20.3 To the extent that any of the Deliverables and property referred to In clause 20.2 above is in
electronic form and contained on non-detachable storage devices, the Service Provider will provide
Transnet with encrypted copies of the same on magnetic media and will irretrievably destroy and
delete copies so held. Notwithstanding the faregoing, Service Provider shall be permitted to retain,
subject to the terms of this Agreement and for professional archival purposes only, a copy of any
Deliverables furnished to Transnet by Service Provider in connection with the Services, together
with any working papers necessary to suppott its conclusions or recommendations.

20.4 In the event that this Agreement is terminated by the Service Provider under clause 19.2 [Term
and Termination], or in the event that a Work Order is terminated by Transnet under clause 19.5
[Term and Termination], Transnet will pay to the Service Provider all outstanding Fees
[apportioned on a pro rata basis} relating to the work undertaken by the Service Provider up until
the date of such termination. Transnet will alsa pay the costs of any goods and materials ordered
by the Service Provider in relation to such work for which the Service Provider has paid or is
legally obliged to pay, in which case, on delivery of such goeds or materials, the Service Provider
will promptly deliver such goods and materiafs to Transnet or as it may direct.
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20.5 The provisions of clauses 2 [Befinitions], 6 [Warranties], 13 [Intellectual FProperty Rights], 15
[Limitation of Liability], 17 [Confidentiality], 20 [Consequence of Terminalion], 26 [Dispute
Resolution] and 30 [Governing Law] shall survive terminakion or expiry of this Agreement.

20,6 If either Party [the Defaulting Party] commits a material breach of this Agreement and fails to
remedy such breach within 30 [thirty] Business Days of writlen notice thereof, the other Party
{hereinafter the Aggrieved Party|, shall be entitled, in addition to any other rignts and remedies
that it may have in terms of this Agreement, to terminate this Agreement forthwith without any
liability and without prejudice to any claims which the Aggrieved Party may have for damages
against the Defaulting Party.

20.7  Should:

a) The Service Provider effect or attempt to effect @ compromise or composition with its

creditors; or

b) Either Party be provisionally or finally liquidated or placed under judicial management,
whether provisionally or finally; or

c) Either Party cease or threaten to cease to carry on its normal line of business or default or
threaten to default in the payment of its liabilities generally, or commit any act or omission
which would be an act of insolvency in terms of the Insolvency Act, 24 of 1936 [as may be
amended from time to time];

Then the other Party shall be entitled, but not obliged, to terminate this Agreement on written

notice, in which event such termination shall be without any liability and without prejudice to any

claiis which either Party may have for damages against the other.

21 ASSIGNMENT
Neither Party may assign the benefit of this Agreement or any interest hereunder except with the prior
wrltten consent of the other.

22  FORCE MAJEURE

22,1 Neither Party shall have any claim against the other Party arising from any failure or delay in the
performance of any obligation of either Party under this Agreement caused by an act of force
majeure such as acts of God, fire, flood, war, strike, lockout, industrlal dispute, government
action, laws or regulations, riots, terrorism or civil disturbance, defaults, delays or discontinuance
on the part of Independent contractors, suppliers, or other circumstances or factors beyond the
reasonable control of elther Party, and to the extent that the performance of obligations of elther
Party hereunder is delayed by virtue of the a foregoing, any period stipulated for any such
performance shall he reasanably extended.

22,2 Each Party will take all reasonable steps by whatever lawful means that are available, to resume

full performance as soon as practicable and will seek agreement to modification of the relevant
provisions of this Agreement in order to accommodate the new circumstances caused by the act
of farce majeure. If a Party fails to agree to such modifications propased by the other Party within
90 [ninety] days of the act of force majeure first accurring, either Party may thereafter terminate
this Agreement with immediate notice.
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23

24

25

26

EQUALITY AND DIVERSITY

23.1  The Service Provider will not victimise, harass or discriminate against any employee of either Party
to this Agreement or any applicant for emplayment with either Party to this Agreement due to
their gender, race, disability, age, religious belief, sexual orientalion or part-time status. This
provision applies, but is not limited to employment, upgrading, work environment, demotion,
transfer, recruitment, recruitment advertising, termination of employment, rates of pay or other
forms of compensation and selection for training,

23.2  Both Parties to this Agreement undertalte that they will not, and shall procure that its employees,
agents and Subcontractors will not breach any applicable discrimination legislation and any
amendments and re-enactments therenf,

NON-WAIVER

24.1  Failure or neglect by either Party, at any time, to enforce any of the provisions of this Agreement,
shall not, in any manner, be construed ta be a waiver of any of that Party’s rights in that regard
and In terms of this Agreement,

24.2. Such failure or neglect shall not, in any manner, affect the continued, unaltered validity of this
Agreement, or prejudice the right of that Party to institute subsequent action.

PARTIAL INVALIDITY

If any provision of this Agreement shall be held to be invalid, illegal or unenforceable, or shall be required
to be modified, the validity, legality and enforceability of the remaining provisions shall nat be affected
thereby.

DISPUTE RESOLUTION

26.1  Shaould any dispute of whatsoever nature arise between the Parties concerning this Agreement,
the Parties <hall try to reselve the dispute by negotiation within 10 [ten] Business Days of such
dispute arising.

26.2 If the dispute has pot been resolved by such negotiation, either of the Parties may refer the
dispute to AFSA and notify the other Party accordingly, which proceedings shall be held |n
Johannesburg.

26.3  Such dispute shall be finally resolved in accordance with the rules of AFSA by an arbitrator or
arbitrators appointed by AFSA.

26,4 This clause constitutes an irrevocable consent by the Parties to any proceedings In terms hereof,
and neither of the Parties shall be entilled to withdraw from the provisions of this clause or claim
at any such proceedings that it is not bound by this clause 26.

26.5 This clause 26 is severable from the rest of this Agreement and shall remain in effect even if this

Agreement Is terminated for any reason.

26.6  This clause 26 shall not prectude either Party from seeking urgent relief In a court of appropriate
jurisdiction, where grounds for urgency exist.
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27  ADDRESSES FOR NOTICES

27.1 The Parties to this Agreement select the physical addresses and facsimile numbers, as detailed
hereafter, as their respective addresses for giving or sending any notice provided for or required
in terms of this Agreement, provided that either Party shall be enlitled to substitute such other
address or facsimile number, as may be, by written notice to the other:

a) Transnet

0] fFor legal notices: Transnet SOC Ltd

47™ Floor

Carlton Cenfre

150 Commissloner Street
Johanneshurg 2001 |
Fax No. 011 308 2348

Attention: Group Legal Counsel

(i)  For commercial matters: Transnet SOC |td
47™ Floor
Carlton Centre i
L50 Commissioner Street
Johannesburg 2001
Fax No. 011 308 2348

Attention: Executive Manager: Group Finance

o) The Service Provider
(i For legal notices: MeKinsey Incorporated

Sandown Mews East
88 Stella Street ‘
Sandown |
Sandten |
2196
Fax No. 011 506 5000
Attention: Christina Planert — Partner

() For commercial matters: McKinsey Incorparated
Sandown Mews East
88 Stella Street
Sandown

Sandton
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2196
Fax Na. 011 506 9000
Attention: Christina Planert — Partner
27.2  Any notice shall be addressed to a Party at its physical address or delivered by hand, or sent by
facsimile.
27.3  Any notice shall be deemed to have been given:
a)  If hand delivered, an the day of delivery; or
b) If posted by prepaid registered post, 10 [ten] days after the date of posting thereof; or
) if faxed, on the date and time of sending of such fax, as evidenced by a fax confirmation
printout, pravided that such nolice shall be confirmed by prepaid registered post on the
date of dispatch of such fax, or, should no postal facilities be available on that date, on the

next Business Day. |

28  WHOLE AND ONLY AGREEMENT

28,1 The Parties hereby confirm that this Agreement constitutes the whole and only agreement
between thern with regard to the subject matter of this Agreement.

28.2 The Parties hereby confirm that this Agreement replaces all other agreements which exlst or may \
have existed in any form whatever between them, with regard to the subject matter dealt with in |
this Agreement, including any annexures, appendices, schedules or Work Crder(s) appended |

hereto.

29  AMENDMENT AND CHANGE CONTROL

29.1  Any requirement for an amendment or change to this Agreement or to a Work Order shall only be |
valid if it is in writing, signed by both Parties and added to this Agreement as ah addendum |

hereto, |

29.2 In the event the Parties cannot agres upon changes, the Parties shall in good faith seek to agree
any proposed changes using the dispute resolution procedures in clause 26 [Dispute Resolution]. |

30 GOVERNING LAW
This Agreement is exclusively governed by and construed in accordance with the laws of the Republic of
South Africa and is subject to the jurisdiction of the courts of the Republic of South Africa.

30.1 Change of Law

In this Agreement, unless the context otherwise requires, references to a statutory provision i
inciude references to that statutory provision as from time to time amended, extended or re- :
enacted and any regulations made under it, provided that in the event that the amendment,
extension or re-enactment of any statutory provision or introduction of any new statutory
provision has a material impact on the obligations of either Party, the Parties will negotiate in
good falth to agree such amendments to this Agreement as may be appropriate in the
crcumstances. If, within a reasonable period of time, the Service Provider and Transnet cannet

reach agreement on the nature of the changes required or on modification of Fees, Deliverables,
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warranties, or other terms and conditions, either Party may seek to have the matter determined in

accordance with clause 26 [Dispitde Resolution] abave.

31  COUNTERPARTS

This Agreement may be signed in any number of counterparts, all of which taken together shall

constitute one and the same instrument. Either Party may enter into this Agreement by signing any such

counterpart.

Thus signed by the Parties and witnessed an the following dates and at the following places: ;

For and on hehalf of
TRANSNET SOC LTD
duly authorised hereto

For and on behalf of
MCKINSEY INCORPORATED
duly authorised hereto

Name: Name: rlJ:ﬁ/FO {jLuf':
Position: . Position: 1) , . L"'f ol
| Signatre: 00 | _ﬁi 1 Signature:

.- )

|

G

E

Date: W osdud”

Date': ——Z.{/OL// y

Place: Place: gfﬂﬁx\ﬁ.’{ow}
AS WITNESS: AS WITNESS: -
Name; fMame: 4/5,(:?\5{:).’9:!?7 /01.15,1
Signaturat Signature: ;
o

Nl gl -
AS WITNESS: AS WITNESS:
Name: Name:  TARID (EpAzzd
Signature: Signature:
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SCHEDULE 1 — Waork Order No:
For the Provision of Advisory Services Related to the Acquisition of the 1064
L.ocomotives Tender over a period of 9 months

With reference to the Master Agreement, Reference Number GSM/12/05/0447 [the Agreement] between |
Transnet SOC Ltd [Transnet] and McKinsey, Incorporated (Pty) Ltd [the Service Provider] pursuant to which :
the Service Provider has agreed to perform certain services to Transnet subject to such Agreement, the defined i
terms in the Agreement will, unless otherwise indicated, have the same meaning in this Work Order.

In consideration of the mutual covenant and agreements contained in the Agreement and in this Work Order, it

is agreed as follows:

1 DESCRIPTION OF THE SERVICES
In support of Transnet's Market Demand Strategy (MDS), Transnet has embarked on a Project to
upgrade and replace its current Locomotive Fleat in order to increase handling capabilities in support of
the MDS directives. In relation to the Investment expenditure pragramme, Advisory Services related to
the 1064 Locomotives Tender over a period of 14 [fourteen] Months is thus required. Due ta the .
specialist nature of the Project, Advisory services on the process, application and acquisition guldelines ]
required with the award of the Tender are of critical importance and thus are required. i

The Service Provider has agreed to the provision of such services in regards to the deliverables of such
sald service in its entirety and as outlined in this document with reference to this work order.

2 PROJECT DELIVERABLES
The Deliverables, over a period of 14 [fourteen] months and governed by this Work Order, include:

2.1 Advisory Services related ta the Acquisition of the 1064 Locomolives Tender
2.2 The objective is to award the Locomotive tender by the end of the third quarter of the calendar year
on the back of:

« A robust and de-risked business case that Is fully supported and approved by the board and
share holder

o Afully capacitated and flawless transaction process
s A commercial negotiation that maximises the value delivered to Transnet and South Afrlca

2.3 Developing and augmenting the business case for the approval of the locomotives by the Transhet
Board of Directars and the Department of Public Enterprises;

24 Transnet Freight Rall Goods Freight business Year end to end business case understanding Impact
of the following based on validated volume expectations

+ Wagons

= Locomotives

s Infrastructure

+  Optimisation

«  Profitability of each sector- Link into efficiencles and capaclity
o Clear capital volume link
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Procurement and Legal — Supplier Development and Localisation Strategy:
¢ Design and setting up tendering process in line with requirements
o Request for proposal documentation
«  Supplier evaluation criteria
= Regquest for information / quotation documentation !
= Short listed selection of bidders based on the criteria .
» Template cantract for awarding of the tender |
« Negotlation fact packs and capability building
s Clalms procedure and OEM management approach post award
o Creation of Locomotive Industry in South Afrlca

=« Integrate this Into the transaction and commerclal process

= Execution of transaction process (RFP, Process orchestration, adjudication capacity)

» Developing contracting strategy for programmatic approach

TECHNICAL/OPERATIONS

= Reduce loco lifecycle costs through technical and commercial levar optimisation with short
listed suppliers.

+ Technical Evaluation levers and estimated value

« Reduce loco lifecycle costs through technical and commercial lever optimisation with short
listed suppliers.

o Technical Evaluation levers and estimated value

« Optimisation approach for Joint value optimisation between Transnet and the selected

suppliers
e Impraved outcome through value engineering with shortlisted suppliers - Optimising for main
objectives for procurement strategy (e.g. highest local content at best value for money)
FINANCIAL

o Developing finance and funding options

» Develop deal structure (financing, hedging and de-risking options)

PROJECT MANAGEMENT OFFICE

e Proactive stakeholder engagement throughout process to ensure all are granted on time (e.g.
PFMA)

= Manage overall process to ensure all parts come together,

»  Provide oversight of legal aspects from a project management Perspective
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Agreement belween Transnel and Mclinsey Incorporated
For the provision of Advisory Services Related o the Acquisition of the 1064 Locomotives Tender

3 PROJECT MANAGERS |

Transnet Project Manager MOHAMED MAHOMEDY
Designation GM il
Operating Division Group Finance Capital Integration .
Address Room 4550
Cell Phone : 083 357 2493 - f
Telephotie 011 584 0733 o |
Fax :
]
-_I-E‘I;‘nail_ I ™S _I‘Ic;hammed.Mahomggxga]tmngug:, net |
|
Service Provider's Project | CHRISTINA PLANERT
Manager
Desighat_ié; Partner .
Address - :
Cell Phone
Telephone L
Fax — 011 506 9000 |
Email

4 ACCEPTANCE CRITERIA FOR DELIVERABLES
Transnet’s Project Manager or his/her nominated delegate will sign off the authorised approval for the

Deliverables as detailed in project deliverabies above,

5 PROGRESS REPORTS AND REVIEW MEETINGS
Project management and review meetings will be held on a monthly basis at Carlton Centre,

Johannesburg, or as otherwise directed by Transnet's Project Manager,

6 FEES AND DISBURSEMENTS

6.1 Any authorised expenses / disbursements will be reimbursed, subject to the provisions of clause 10

[Fees and Expenses] of the Agreement hereto.

6.2 Payment terms are subject to clause 11 [invoicing and Payment] of the Agreement hereto.
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For the jrovision of Advisory Services Related to the Acquisition of the 1064 | ocomolives Tender

Thus signed by the Parties on the following dates and at the following places:

SIGNED for and on behalf of:

7 SIGNED for and on behalf of: o
8 McKinsey, Incorporated i¢  Transnet SOC Ltd
= DL =
btk
11 SiGHREIEER. ... .- Bt v cssesomiviisninss | 12 SIGHCHEEES t‘u
13 Name: 14 Name: M ‘ﬂl\k{ :
15  Position: 16  Position:
17 Date: 18 Date:
18  Place: 20 Place:

Transnet Agraement No GSM 12/05/0447
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Agreement belween Trapsnet and Mciinsey Incorporated
For the provision of Advisory Services Relaled Lo the Acauisition of the 1064 Locomotives Tender

ANNEXURE A — Project Fees

Deliverables must be executed for a fee of R35200 000 [Thirty five million and two hundred
thousand Rands]. Any overrun in terms of time will not be for the account of Transnet as the
engagement is output based and not time based, McKinsey will take overall responsibility for the

deliverables and quallty of the end products.

McKINSEY DESCRIP] INDIVIDUALS BLENDED RATE
Engagement  Director | 4 R2,350.00 ;'
ahd Principals '
Associate Principals 1 R2,350.00
Engagemnent managers | 2 R2,350.00
Associates 8 Rr2,350.00
Research Analysts 2 R2,350.00
Specialists and Experts | 1 R2,350.00
Pracluction Specialists 2 R2,350.00
LETSEMA Engagement Director 1 R1,273.00 P/H
(SUBCONTRACTOR)
Associate Partner 1 R1,273.00 P/H
Engagement Manager 5 R1,273.00 P/H
Senior Consultants 8 R1,273.00 P/H
Consultants 7 R1,273.00 P/H
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Agreement between Transnel and McKinsey Incorporated

For the provision of Advisory Services Related to the Acquisition of the 1064 Locomolives Tender

ANNEXURE B

Letier of Inuent betwesn Transnet and Mcnsey Incorporated for the provisian of Advisery Servicss relsted to the Accuisition of 1064 Locamatives Tender

ANNEXURE B: KEY DELIVERABLES

Key deliverables

Measuzre of success

Transactional
advisory and

| procurement

| execution

Led by Mck with deal stracturing reconimendations from
Utho/Nedhank, contracting strategy input recommendations
from WW, Regiments/Brlington. MeK responsible.
Leading z fair and precise process to maximise socio-
economic impact for Sonth Afries and Transaet

* Designed tendering process in ling with requirements
applicable to State-owned-companies {(S80Cs) to ensure award
on time

= Contracting strategy for programmatic approach and
meximised localisation; Confracts that maximise Transnet’s
flexibility if velume predictions are not met

+ Supplier evaiuation criteria and adjndicafion process

> Recommended deal structaring, finsncing znd funding options
to minimise risk for Transnet to be delivered by Nedbanlk
Capital/Utho with McK gnidance and Mck integration

» Overall integration of all stakehalder inputs and
communication on Process progress

Fair process, professional and transparent to key
stakeholders -~ znd in line with requirements
applicable fo 30Cs

Desl stracthire which minimises the financial dsk for
Transnet

Contracting stategy tnplemented that opfimally
balances loco demand and suppler dsvelopment

i ohjectives

Tender award eompleted in [ine with tmefines
subritted with RFF response)

Technical
evaluation and
optimisation

-_—

T

Led by MeK and ART

Lifecycle cost savings from technical improvement levers,
2amd price reduction of locomotives

» Technica] evaluation levers and direct impact on loco lifecycie
costs by ART and McK

+ Joint valie optimisation betwreen Trensnet and the shortlisted
suppliers based or levers slreedy ideptified by ART and

! implementable in the given timeframe, e.g., highest local content
i at best value for monev

Estimate of total lifecycle cost for each locs type
“from short listed suppliers quentified and banded
overto Transnet

Top 3 technicel oplimisation fevers from ART
evaluated and guantified

Value from techoical lever optimisation negotiated
and zeflected in contract with selented [oco suppliers

m D

LOI Reference No: (55M 12/05/0447
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Letter of Intent hetween Transoet end MoiCnsey ncarporeted for the provision of Advistry Serdces related to the Acquisition o7 1064 Locomotives Tender

Page 31 of 33

Business case Led by Mk , Rewntten business case that is approved of by the
integration and re- | Re-write of the business case, approved by Board and DPE | Transzet Boerd and DFE
write * Iniegrated end-to-end business case across commodities to

vaiidate loco quentities with recommendations %o adjust ranges
in the flest plan and get ranges for the coniracting

* Scenario based moceling to inform contracting baseé on
MAGIO-CCOnOmic scenarios and links to export coal and export
iron are business cases. and different ¢apex outcomes

; + Adeguately address DPE queries.
PMO Led by Regiments/Barlington with McK leadership Detatled project plan with milestones A
aversight Clear governsnos strueture that ereates an integrated
» Monitor overall grocess Smelines agzinst milestones view of the entire process across all advisors
| * Setimgup and preparing documentation for steering Effective steering coromitiee mestings- ¢lcar agenda
committees and formal roviews with decisions to be made, all information required
» Escalate issues through regmilar project steercos for decisions circulated beforehand, issnes logeed
*» Prepare external stakeholder communications and resolved
Aligned external stakeholders

\.\1)/

J

__“.,
mr\\V;
\Wﬁu{ LOI Refevence No: GSM 12/05/0447
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Agiesment between Transaet and Mclinsey Incorporatert
Forthe provisian of Advisary Services Related to the Acaisition of Uie 1064 Loconiatives Tender

SUPPLIER DEVELOPMENT VALUE SUMMARY
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TRANSNET

werzz;

Anoj Singh, Group Chief Financial Officer

Mr. Michael Kloss
McKinsey Incorporated
88 Stella Street
Sandown Mews East
Sandton

2196

Dear Mr Kloss
POTENTIAL CONFLICT OF INTEREST IDENTIFIED — NEDBANK CAPITAL

This letter serves to inform you of the potential conflict of interest identified with Nedbank
Capital on the 1064 locomotive Transaction Adviser (GSM/12/03/0428).

The conflict is primarily based on Nedbank Capital being appointed as part of the McKinsey
led consortium to provide Transnet with Advisory services related to the acquisition of 1064
locomotives tender as well as their interest in providing funding for other related services to
Transnet for the same transaction.

If Nedbank Capital chooses to continue to express an interest to provide other services
related to Transnet for the 1064 locomotives transaction, thereby resulting in a conflict, I
suggest that McKinsey source an alternative service provider as it relates to the original
scope envisaged for Nedbank Capital (funding for advisory services).

I would appreciate a response to this letter by 15 June 2013 to enable Transnet to evaluate
the credentials and scope of work of the alternate service provider

Kind Regards

A= -\

e . -

— 3N S

Anoj Singh Lh)
Group Chief Financial Officer
Date: 2=\ e==\12,

Transnet SOC Ltd Carlton Centre P.O. Box 72501
Registration Number 150 Commissioner  Parkview, Johannesburg
1990/000900/30 Street South Africa, 2122
Johannesburg T +27 11 308 2253
2001 F+27 11 308 1269
Directors: ME Mkwanazi (Chairman) B Molefe* (Group Chief Executive) NK Choubey™ MA Fanucchi Y Forbes HD Gazendam NP Mnxasana N Moola NR Njeke IM Sharma www.transnet.net

1B Skosana *F Tshabalala DL) Tshepe A Singh” (Group Chief Financial Officer)
"Executive * Indian

Group Company Secretary: ANC Ceba
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Advisory services related to
the acquisition of the 1064
locomotives tender

TRANSNET
RFP GSM/12/05/0447

Revised scope per request from Transnet

31 January, 2014

CONFIDENTIAL AND PROPRIETARY
Any use of this material without specific permission
of McKinsey & Company is strictly prohibited.
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CONFIDENTIAL

Memorandum to

Anoj Singh, Group Chief Financial Officer, Transnet

Advisory services related to the acquisition
of the 1064 locomotives tender

Recently, you asked us to provide support for commercial strategy and negotiation
process design for the acquisition of the 1064 locomotives tender, referencing REP
GSM/12/05/0447, and as agreed in the existing signed letter of intent for that RFP.

We understand that Transnet wishes to engage McKinsey at this stage to help
clarify the commercial terms and provide commercial negotiation support. Per our
discussions over the last week, please find below the agreed means to achieve this,
including deliverables, approach, team set up, what we need from you for this
project to be successful, and professional arrangements.

DELIVERABLES
m Commercial negotiations
— TCO modeling of bids

o Refine Transnet’s existing TCO model to make commercial bids more
comparable

o Create and apply a methodology to make localisation proposals more
comparable

o Recommend questions for bidders to clarify assumptions and close
comparability gaps

— Demand modeling

o BEstimate cost/benefit under different locomotive delivery scenarios e.g.,
early, on time, late

o Develop demand scenarios and calculate associated locomotive
requirements for each scenario (Note: Transnet has asked that this be
treated as a low priority request, time permitting after other deliverable

— ART support

MeKinsey & Gompany | 1
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o Provide benchmark pricing for major locomotive components
o Recommend primary areas for price/margin negotiation
— Supplier intelligence

o Provide supplier specific intelligence for use as negotiation levers, based
on publicly available data (capacity, standard locomotive design vs.
proposed bid, maintenance record etc.)

— Negotiation strategy and process

o Detail negotiation process including success requirements at each stage
and timelines

o Refine commercial requirements as targets for negotiation stage

o Compare current offers to requirements and identify gaps

o Calculate the value of achieving or not achieving each target

o Structure and develop a list of negotiation levers

o Compile negotiation scripts for each vendor

o Facilitate preparation for negotiation team before each session
m Commercial terms

o Determine optimal range of delivery volume flexibility

o Recommend an appropriate level of commercial penalties and incentives
i.e. 5% or 10% for late delivery

o Determine what commercial payment terms would be most
advantageous

o Advise on target levels for other material commercial terms if required

APPROACH

Transnet has indicated a desire to finalise negotiations by 15 March, unless the
additional value from negotiation would materially outweigh any revenue losses
from delayed locomotive delivery that would result from extended negotiation
beyond this date. In this context, Transnet has requested McKinsey provide
support until the end of February 2014, with any extension of support to be agreed
as required by Transnet.

McKinsey & Company | 2
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Further, Transnet has requested that McKinsey take an iterative approach,
prioritising high level answers delivered quickly and refined over the four weeks,
over a detailed set answers delivered at the end of four weeks.

As the process entered its final phases prior to your request for support, we feel it
important to note that there are few remaining commercial levers that Transnet can
exercise to reduce the cost of this transaction. The technical specifications have
been frozen, removing one critical element of value capture. While the final price
has not been agreed, we understand that the price difference between bidders is not
significant, removing another form of leverage. Only two bidders have been
selected as preferred for each of the diesel and locomotive transactions, and
Transnet has been clear that each bidder is likely to receive a volume between 40
and 60% of the overall locomotive need for each traction type. Given the small
volume range, this removes another critical commercial lever. Delivery timing has
similarly been constrained, as Transnet has indicated that delivery must begin as
soon as possible, so no bidder can be incentivized as the first to receive payment
on this count. Negotiation timing has been removed as a lever, as Transnet seeks to
ensure a down payment in the current fiscal year: in fact, this time pressure may
yield commercial advantage to bidders should they sense an accelerated process.
The primary remaining levers are benchmarking and total cost of ownership,
which can be used to help marginally lower price, and allow Transnet give the
larger volume to the more efficient bidder, but even this value may not be material
relative to any revenue losses incurred by delaying the transaction.

In short, it is not clear that Transnet can obtain significant value through
negotiation at this stage, given the levers that have been removed from
consideration. Even if there is significant value at stake, Transnet may not be able
to capture it due to the late stage of the process. In the interest of preserving our
relationship with Transnet as high impact advisors, and playing our part as fiscal
stewards, should examination of the data provided clearly indicate that the value
available is immaterial or unfeasible to capture, we would withdraw from this
engagement, and pro-rate our fees accordingly.

TEAM SET UP

We have worked extensively for Transnet on topics that are highly relevant to the
objectives of this project, including the development of the business case for the
1064 locomotive transaction. We will build on this expertise and involve
McKinsey team members from previous engagements where possible.
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It is our standard practice to decide on the resources required with our clients.
Based on our current understanding and experience with similar projects, we
anticipate a McKinsey team consisting of two Engagement Managers, two
Associates, and two Business Analysts in addition to our senior leadership team
(Vikas Sagar, Norbert Dorr, Christina Planer{, Ashvin Sologar, and Jan
Weydringer). We have agreed that the team will be based in Webber Wentzel’s
offices along with your transaction team and other advisory entities (e.g.
Regiments Capital, Webber Wentzel) to ensure close collaboration and knowledge
transfer. We select high-performing team members with relevant local and
industry experience.

We will additionally leverage: experts from Advanced Rail Technologies; our
broad-ranging global logistics and procurement expertise; and our South African
private and public scctor insights.

WHAT WE NEED FROM YOU TO MAKE THIS PROJECT
SUCCESSFUL

This project will require deep cooperation with and access to Transnet employees
in order to be successful. Specifically, we would need from Day 1 of the project:

m An appointed transaction team with clear roles and governance

m Daily access to the transaction team and Transnet subject matter experts as
required

m A shared physical working space with the transaction team

m Access to relevant data upon request (Note: Transnet has indicated that it will
not provide complete access to the transaction data, but will provide access to
individual data sets wherever there is reasonable need)

m Adherence to the agreed deliverables, as the strict time constraints imposed
will not allow material room for ad hoc analysis

PROFESSIONAL ARRANGEMENTS

Our professional fees including expenses (travel and accommodation) for the 4-
week project described above would be 10.23 million ZAR excluding VAT.
Additional weeks will be charged at 2.48 million ZAR per week, excluding VAT.
We would invoice you at the end of each month and our standard payment terms
are 15 days from the date of issue of the invoice. Interest (at prime) will be
charged on past-due payments.
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Unless expressly agreed otherwise, we treat all our client relationships and reports
as strictly confidential (with the exception of material already in the public
domain). We do not publish our clients’ names, materials, or reports without their
permission and request that our clients do not use our name, refer to our work, or
make our products available outside their organisation without our prior consent.
In the rare cases that disclosure by either side is appropriate we discuss this with
our clients and only proceed by mutual agreement.

We are excited to work with you on this critical topic, grateful for your trust, and
committed to Transnet’s continued success.
Sincerely

Christina Planert

Principal

Appendix/attachments:

Summary of Professional Practices
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Summary of Professional Practices

McKinsey & Company, Ine.1, traditionally has followed several professional
practices, summarized below, that are at the heart of our approach to client service.
We consider it essential that our clients understand these practices.

PROTECTING CONFIDENTIAL INFORMATION

Effective client service usually requires our access to confidential information. We
recognize that you will entrust such information to us with the expectation that we
handle it carefully and professionally. We are committed to meeting the highest
professional standards.

We will never disclose yvour confidential information, materials that we develop
for you from your confidential sources or information that we believe conveys
significant competitive advantage, to anyone outside our Firm without your prior
consent, except in the unusual circumstance when we are legally compelled to do
s0. We will only use such information in connection with our consulting services
for you, and only those staff members with a “need to know” will have access to
such information.

All McKinsey personnel are apprised of their professional obligations to our
clients. Among these obligations is the vigorous protection of confidential client
information. In addition, all McKinsey personnel must acknowledge their
understanding of this responsibility by signing a confidentiality agreement with
McKinsey.

The work that we do with you also may include information developed from non-
confidential sources and conceptual frameworks, approaches, and generic industry
perspectives that do not contain your confidential information. We bring such
information, frameworks, approaches, and perspectives to each new assignment,
and any such information may be shared within our Firm and with other clients.
We are able to do this because we have retained ownership of such information,
frameworks, approaches, and perspectives (and of any enhancements thereto)
while serving our clients.

1 These practices apply to services rendered by McKinsey & Company, Inc. or any of its affiliates.
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We aspire to a relationship based on trust and confidence, and we welcome the
opportunity to discuss any areas of particular sensitivity you may have regarding
the handling of confidential information. Where appropriate, we will enter into
explicit confidentiality agreements.

COLLABORATING AND GETTING YOUR FEEDBACK

To ensure a structured and systematic dialogue about our joint collaboration and
impact, it is our standard practice to ask for formal feedback from key client
individuals (usually the Steering Committee) at the end of each engagement. We
typically use our proprietary online tool to solicit feedback on our contributions
towards the project’s vision and goals. All data are secure and are used only as a
basis for a dialogue with you on how to serve you better. The feedback is not used
for evaluating individuals (neither McKinsey nor client team members).

SERVING COMPETING CLIENTS

It is the longstanding policy of McKinsey to serve competing clients and clients
with potentially conflicting interests (including in connection with merger,
acquisition, and alliance opportunities) and to do so without compromising our
professional responsibility to maintain the confidentiality of client information.
We place primary reliance on the integrity of our professional staff to maintain
such confidences. Nonetheless, we ensure that consultants who develop important
insights about your company are not later placed in a situation of potential conflict.
To assure this, consultants who had access to your confidential information will
not be assigned, for a significant period following an assignment for your
company, to a study for another client where such confidential information could
be used to your material competitive disadvantage.

Consistent with our confidentiality obligations, the consultants who work with you
are unlikely to know that other McKinsey consultants serve one of your
competitors or another party involved in a potential transaction that you are
considering or effecting. Similarly, you should not expect to be advised or
consulted about our serving your competitors or such other parties.

MANAGING RELATIONS WITH OUTSIDE PARTIES

As a basic policy, we do not make public client names, client materials, or reports
prepared for clients without their permission. We similarly require that clients not
use our name, refer to our work, or make our work products available outside t
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organization without our prior permission. In those cases when disclosure from
either side may be appropriate, we will discuss this first and only proceed if we
reach agreement.

Occasionally, we become involved in legal actions as witnesses, sources of
information, or as a party because of our work with a client. If this should occur,
we will advise you promptly and work closely with you and your legal counsel to
coordinate our response. We ask that you hold us harmless and indemnify us in
connection with associated damages and costs, including legal costs, except to the
extent they are found to have resulted from our gross negligence or willful
misconduct. Also, in the event that a substantial amount of McKinsey professional
time is required to respond to the action, the cost of such time will be discussed
with you and billed accordingly.

TERMINATION

We believe that either party should have the freedom to terminate the relationship
at any time if it becomes evident that the potential value of the work does not
warrant further effort. In the event that a project is stopped before completion,
only the professional fees and costs incurred to that date are billed.

The practices summarized above reflect key aspects of our basic approach to client
service and reflect our commitment to maintain the highest professional standards.
We would welcome the opportunity to discuss our professional practices with you.
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Advisory services related to
the acquisition of the 1064
locomotives tender
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Memorandum of withdrawal

04 February, 2014
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CONFIDENTIAL

Memorandum to
Anoj Singh, Group Chief Financial Officer, Transnet

Advisory services related to the acquisition
of the 1064 locomotives

PURPOSE

The purpose of this memorandum is to inform Transnet of McKinsey’s decision to
withdraw from the provision of advisory services relating to the acquisition of the
1064 locomotives. The background and reasons for our decision are laid out
below. High level guidance on the best way to add value to the transaction at this
stage is included at the end of the memorandum.

CONTEXT

Transnet requested assistance from McKinsey to help clarify the commercial terms
and provide commercial negotiation support for the acquisition of the 1064
locomotives. The high level scope of work agreed was as follows:

m Commercial negotiation

— Use TCO modeling to compare bids and help identify areas for price
negotiation

— Estimate cost/benefit under different locomotive delivery scenarios

— Use aggregated price benchmarking to recommend areas for potential price
negotiation

— Identify additional negotiation levers through publicly available supplier
intelligence

— Detail the negotiation process from its current state to a preliminary
agreement with bidders

m Commercial terms

— Recommend target commercial ranges for the terms identified and
supporting negotiation arguments e.g. delivery flexibility, penalties and
incentives
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At Transnet’s request, McKinsey spent the last week preparing for the work above
by discussing similar transactions with our experts (maintaining Transnet’s
confidentiality at all times) and doing research on best practice in this area. The
information gathered was applied to Transnet’s particular situation using our
knowledge of the current state of the transaction gathered through stakeholder
interactions.

FINDINGS AFTER WEEK 1

Expert opinions and initial analysis suggests that we would not be able to add
significant value through the requested activities at this stage in the process. The
transaction itself is in such a late stage that few negotiation levers are available,
and those that do remain are likely either low value or unreasonably difficult to
apply given the remaining negotiation power and time available to Transnet.
Experts repeatedly advised us that to add significant value, we would need to be
engaged much earlier in the process, ideally 6-12 months before the intended
closing date.

The advanced stage of the process leaves few terms open to
change

m Technical specifications have been agreed and are not open for further
negotiation. This is usually a key area where value can be added in a
procurement transaction, and would be a primary means of reducing total cost
of ownership

m Best and Final Offers (BAFOs) have already been submitted and preferred
bidders appointed, so no material changes can be made to the commercial
terms without creating significant risk of dispute by both preferred and non-
shortlisted bidders

m The initial delivery schedule is fixed, so accelerating or delaying locomotive
delivery to incentivise bidders is not an option for the first 3-4 years, after
which point any delivery delay will have a limited NPV benefit

Limited time constrains price and local content improvement
options

In the limited time available, it is unlikely McKinsey could catalyze further
improvement in price and local content terms:
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m Current pricing proposals are already below business case benchmark levels.
This, combined with the fact that vendor offers appear to be closely clustered,
suggests further reduction would require detailed analyses and preparation
which could not be completed within the requested timelines

m Local content thresholds set by the DPE have already been met in current
proposals, so further negotiation is of marginal value to Transnet here relative
to the time that would be required to re-open the thresholds if desired

Few negotiation levers remain

Based on the context provided by Transnet, only a limited set of negotiation levers
appear to remain, making it difficult for McKinsey to drive any improvement in
the offers for terms still open for negotiation:

— As preferred bidders, vendors likely know they will be awarded some
production volume, reducing pressure to negotiate

— The fact that alternate vendors have been retained in the case of contracting
failure is not a significant lever: preferred bidders are usually awarded the
contract and vendors typically know the process is open to dispute if the
preferred bidders are disqualified

— Transnet has limited the locomotive volume split among preferred bidders
to a maximum spread of 60%/40%, which translates to 50 fewer
locomotives over 7 years for the secondary preferred bidder. This,
combined with the size of the overall contract and the timeframes involved,
makes the volume lever unlikely to be material to bidders

— Strategic value (e.g. the ability to claim that a supplier is the exclusive
provider of locomotives to Africa’s pre-eminent railway) is often important
to major manufacturers even for small velume deals. As multiple vendors
will be awarded, this lever is of limited use to Transnet

NEGOTIATION PREPARATION

In negotiations where buyer leverage is limited, McKinsey’s approach to value
creation requires comprehensive preparation so that we can support the creation of
a controlled situation whose pace is determined by the buyer. However, this
preparation requires significant time (usually months), far longer than Transnet’s
short timelines allow for
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CONSIDERATIONS FOR THE NEGOTIATIONS

As Transnet drives this transaction to its conclusion, the greatest remaining value
is most likely to be derived from understanding suppliers, determining appropriate
value-capturing compromises and negotiation skill. A few considerations for the
upcoming negotiations:

— Ensure there is a structured process in place to which all participants are
aligned before engaging vendors in negotiation. Running a successful
negotiation process requires intensive planning and coordination.

— Assign a team with a mixture of past negotiation experience, commercial
acumen, technical knowledge and supplier insight. The experience and
skill of the negotiation team will be a key factor in securing favorable
terms in the current context

— Before interacting with suppliers, ensure team members have clear roles
and responsibilities tailored to their skill sets

— Prepare for each session by understanding your goals for the negotiations
with any particular supplier and by also considering what the supplier is
hoping to achieve. Agree the trade-offs you are willing to make and
thresholds you are not willing to cross beforehand: shift discussion of
unexpected trade-offs to later sessions, so that team alignment and
planning can happen beforehand

CONCLUSION

The late stage of the transaction, few terms open for negotiation and limited buyer
leverage suggests that McKinsey could not add significant valae through this
engagement. As McKinsey strives to serve Transnet only on issues where we can
have outsized impact, we must regretfully conclude that it is in neither our
interests nor those of Transnet to continue this engagement.

We wish you the best of luck in these final stages of a purchase that will be critical
to the future of Transnet and South Aftica.

PROFESSIONAL ARRANGEMENTS

Per our summary of professional practices included in our original proposal, we
believe that either party should have the freedom to terminate the relationship at
any time if it becomes evident that the potential value of the work does not war-
rant further effort. In the event that a project is stopped before completion, ~

McKinsey & Company | 4
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the professional fees and costs incurred to that date are billed. For reference,
summary of our professional practices is attached to this memorandum.

At Transnet’s request, and in the course of coming to the above conclusions,
McKinsey has incurred expenses including an Engagement Manager, an Associate
and two Business Analysts staffed for one week, as well as expert time for
interviews, and the professional services of ART. To cover these costs Transnet
will be invoiced R1.65m, excluding VAT. This is significantly less than the
original estimated weekly run rate, as this first week was supported by a smaller
team than agreed for the full engagement, in order to better understand our ability
to have impact first.

We would invoice you at the end of this month and our standard payment terms
are 15 days from the date of issue of the invoice. Interest (at prime) will be
charged on past-due payments.

We regret that we cannot have significant impact on this topic under the
circumstances, and hope that it remains clear we are committed to Transnet’s
continued success, and keen to support you wherever we belicve we can make a
meaningful difference for Transnet and South Africa.

Sincerely

Vikas Sagar

Principal

Appendix/attachments:

Summary of Professional Practices

McKinsey & Company | 5
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Summary of Professional Practices

McKinsey & Company, Inc.l, traditionally has followed several professional prac-
tices, summarized below, that are at the heart of our approach to client service. We
consider it essential that our clients understand these practices.

PROTECTING CONFIDENTIAL INFORMATION

Effective client service usually requires our access to confidential information. We
recognize that you will entrust such information to us with the expectation that we
handle it carefully and professionally. We are committed to meeting the highest
professional standards.

We will never disclose your confidential information, materials that we develop
for you from your confidential sources or information that we believe conveys sig-
nificant competitive advantage, to anyone outside our Firm without your prior
consent, except in the unusual circumstance when we are legally compelled to do
so. We will only use such information in connection with our consulting services
for you, and only those staff members with a “need to know” will have access to
such information.

All McKinsey personnel are apprised of their professional obligations to our cli-
ents. Among these obligations is the vigorous protection of confidential client in-
formation. In addition, all McKinsey personnel must acknowledge their under-
standing of this responsibility by signing a confidentiality agreement with
McKinsey.

The work that we do with you also may include information developed from non-
confidential sources and conceptual frameworks, approaches, and generic industry
perspectives that do not contain your confidential information. We bring such in-
formation, frameworks, approaches, and perspectives to each new assignment, and
any such information may be shared within our Firm and with other clients. We
are able to do this because we have retained ownership of such information,
frameworks, approaches, and perspectives (and of any enhancements thereto)
while serving our clients.

T These practices apply to services rendered by McKinsey & Company, Inc. or any of its affiliates.

MeKinsey & Company | 1
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We aspire to a relationship based on trust and confidence, and we welcome the
opportunity to discuss any areas of particular sensitivity you may have regarding
the handling of confidential information. Where appropriate, we will enter into
explicit confidentiality agreements.

COLLABORATING AND GETTING YOUR FEEDBACK

To ensure a structured and systematic dialogue about our joint collaboration and
impact, it is our standard practice to ask for formal feedback from key client
individuals (usually the Steering Committee) at the end of each engagement. We
typically use our proprietary online tool to solicit feedback on our contributions
towards the project’s vision and goals. All data are secure and are used only as a
basis for a dialogue with you on how to serve you better. The feedback is not used
for evaluating individuals (neither McKinsey nor client team members).

SERVING COMPETING CLIENTS

It is the longstanding policy of McKinsey to serve competing clients and clients
with potentially conflicting interests (including in connection with merger, acqui-
sition, and alliance opportunities) and to do so without compromising our profes-
sional responsibility to maintain the confidentiality of client information. We place
primary reliance on the integrity of our professional staff to maintain such confi-
dences. Nonetheless, we ensure that consultants who develop important insights
about your company are not later placed in a situation of potential conflict. To as-
sure this, consultants who had access to your confidential information will not be
assigned, for a significant period following an assignment for your company, to a
study for another client where such confidential information could be used to your
material competitive disadvantage.

Consistent with our confidentiality obligations, the consultants who work with you
are unlikely to know that other McKinsey consultants serve one of your competi-
tors or another party involved in a potential transaction that you are considering or
effecting. Similarly, you should not expect to be advised or consulted about our
serving your competitors or such other parties.

MANAGING RELATIONS WITH OUTSIDE PARTIES

As a basic policy, we do not make public client names, client materials, or reports
prepared for clients without their permission. We similarly require that clients not
use our name, refer to our work, or make our work products available outside thei

McKinsey & Company | 2
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organization without our prior permission. In those cases when disclosure from
either side may be appropriate, we will discuss this first and only proceed if we
reach agreement.

Occasionally, we become involved in legal actions as witnesses, sources of infor-
mation, or as a party because of our work with a client. If this should occur, we
will advise you promptly and work closely with you and your legal counsel to
coordinate our response. We ask that you hold us harmless and indemnify us in
connection with associated damages and costs, including legal costs, except to the
extent they are found to have resulted from our gross negligence or willful mis-
conduct. Also, in the event that a substantial amount of McKinsey professional
time is required to respond to the action, the cost of such time will be discussed
with you and billed accordingly.

TERMINATION

We believe that either party should have the freedom to terminate the relationship
at any time if it becomes evident that the potential value of the work does not war-
rant further effort. In the event that a project is stopped before completion, only
the professional fees and costs incurred to that date are billed.

The practices summarized above reflect key aspects of our basic approach to client
service and reflect our commitment to maintain the highest professional standards.
We would welcome the opportunity to discuss our professional practices with you.

McKinsey & Company | 3
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Appendix 77 1501

TRANSNET
Transnet SOC Ltd Carlton Centre P.D. Box 72501
Registration 150 Commissioner Parkview
Humber Str, Johannesburg South Afrieca, 2122
1990/0009200/30 2001 T +27 11 308 2526

F 27 11 308 2312

MEMORANDUM
www,transnet.net

TO : Brian Molefe
Group Chief Executive

FROM : Anoj Singh
Group Chief Financial Officer

SUBJECT: 1064 LOCOMOTIVE TRANSACTION — ADVISORY SERVICES

PURPOSE OF SUBMISSION
1. The purpose of this memorandum Is to request that the Group Chief Executive to:
Note the deliverables executed by the transactlon adviser on the locomotive
transaction compared to the original scope per the Letter of Intent (LOI);
1,2  Ratify the amendment In the allocation of scope of work from Mckinsey to
Regiments Capital;
1.3  Ratify the amendment in the make-up in the transaction adviser consortium
from Nedbank Capltal with Regiments Capital;
14 Approve a change in the remuneration model of the transaction adviser
compared to the orlginal remuneration model;
1.5  Delegate power to the GCFO to give effect to the above approvals.

BACKGROUND

2. The GCE approved the appointment of the McKinsey led Consortium (Annexure A) to
provide complete advisory services on the 1064 locomotive tender, and a Letter of
Intent was signed by the Group CFO an 04 December 2012 for R35,2 million excluding
VAT and disbursements (Annexure B).

3. A separate Letter of Intent was signed for Webber Wentzels for R10 milllion for the
support on the contracting and legal strategies,

4. In May 2013 a potential conflict of Interest was raised with Mckinsey concerning
Nedbank Capital, to which a response from McKinsey conﬂrmed the conflict and an
alternative as Regiments Capital was proposed.

5, On 19 November 2013 the Group CFO confirmed Transnet’s agreement to replace
Nedbank Capital with Regiments Capital (Annexure C).

6. The entire scope of the engagement was allocated to Regiments with Mckinsey only
responsible for the business case and limited technlcal optimisation aspects.

7. 0On 4 February 2014 the LOI scope for Regiments Capital was extended to reflect the
above and ensure better Implementation and management of risks (Annexure D).

8. The budgeted fees were also Increased to R41,2 mlillion excluding VAT and
disbursements and R51,2 million including Webber Wentzels.

1064 LOCOMOTIVE TRANSACTION ~ ARDVISORY SERVICES
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Value created by Transaction advisor

10. Regiments assisted Transnet in computing the effects of hedging and escalation based
on the original delivery schedule compared to an accelerated/reyised delivery schedule
as well as optimising the foreign exchange hedge and guarantee bond pricing.

11. This enabled Transnet to accelerate the delivery schedule resulting In savings In future

Inflation related escalation costs and savings in forelgn exchange hedging costs.

The Transhet Board Acquisition and Disposal Council (BADC) approved an allocation of

locomotives between the preferred bidders for the diesel locomotives on a 50/50 split

basis |.e. 233 locomotives to GE and 232 locomotives to CNR and a 60/40 split basis for
the electric locomotives i.e, 359 locomotives for CSR and 240 locomotives for BT.

13. This allocation resulted In an increase in the cost per locomotive due to bidders having
to allocate more of the overhead costs to a smaller batch (break costs).

14. The net saving as a result of this decision as calculated by Regiments is reflected below.

12

15. Furthermore, the accelerated delivery of locomotives will result in the ability to deliver

incremental volumes earning additional revenue,

Figure 1

e . s ol e e
Summary of Impact of reducing Batch Slze Per Toco Per Loco
i : :
Escalation IF & batch of 465 was ordered based on orlginal delivery schedule by i 7416495 31400%
Hedging costIf a batch of 465 was ordered based on orlginal dellvery schadule © T zasieso| 5793 762
EScalation 17 batch of 233/232 s ordered based onrevised cellveryscheddle | 5140640 277068
Hadging cost If a batch of 233/232 was ordered based on revised dellvery schedule - 239370 5073924
[Savngonescawon i Zo/5es %9453
Saving on hedging - . el 1057 958 749 841
Total Saving_ - . . | 1.089.29
Addlional costas submitled by Bidder toreduce batchsee |7 31@7;5| T T 263978
Netsaving o 199 928 B19 319
Potes:

The forecasts were based on using historical trends of appropriate Indices as calculated by F.ep!rnems Capltal,
The calculations above are hased on Infurmaﬂm avaliable at a point n Ume to Regiments,
The ahova :almalt!ons were prepared to demanstrate the impact of reducing the batch slza ana wlll not ﬁe up to the final negotlated positien.
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| Summary of Impact of reducing Batch Size

Escalation If a batch of 539 was ordered based on orlginal delivery schedule 13648715 11578427
Hedalng cost If & batch of 599 was ordered based on orlginal delivery schedule” ~— 7| T T 7509396 7012405 |
Escalation If a batch of 240/359 Is ordered based on revised delivery schedute | 6487 qul_ " & 248 487
Hedalng cost If a batch of 240/359 was ordered based on revsed dellvery schedle | 3 424108 3607263
Saving on escalation T i L
Saving on hedglug ) e N 4085 208 3 405 142
Total_saulng . - . i . 11246323 8735082
dditonal cost as submitted by Bidder to reduce btch sie ST st 1ees0
Netsaving P, N - 5367 152 _71i658
i - =

_The forecasts e hased on uslng rﬂsmﬂcal trends of :q:prupﬂate indk:es as calculated lw Reqlmams Capital . j

‘l'ha mhl!alinns abwe are based on Information avallable ata pdnt ln time to Regiments, ;
'rhe above :akmlums were prepared tn demmstrm !he !mpact of redur_ing the batch slzu and wﬂl not tie upto the final negotiated position.

16,

1?!

18.

As a result of the work done by Regiments the dellvery schedule was accelerated
thereby ensuring that the locomotives arrlve earlier, resulting In savings in future
Inflation related escalation costs and savings In foreign exchange hedging costs of
approximately R20 billion (before break costs). The overall cost of the transaction
reduced from ~R68 blllion to R50 billion,

In addition, Transnet through Regiments efforts achleved a total savings of
approximately R2,8 blllion for the performance based foreign exchange and guarantee
bond.

Regiments also achieved direct benefit to Transnet of R218 million and indirect savings
of over R500 million.

Impact on Transnet

19,

If the savings were not achleved the following would have been at risk:

19.1. 1064 lacomotive acquisition transaction would be unaffordable at an amount In
excess of R50 billion.

19.2. As a consequence all MDS aspirations of a 350mt volume achievement on rail
wold not be met.

19.3. A new strategic direction for Transnet would have needed to be developed.

19.4. Potentlal impact on Investor confldence and appetite.

19,5, Significant socio-economic benefits would have been eroded as a result of the
reduced capital expanslon programme,

19.6. An amount of R38 billion was Included In the 2014/15 Corporate Plan and the
financial ratios based on this spend accordingly.

19.7, The increase In costs to R68 bllllon would have placed significant pressure on
Transnet resulting In a potential ratings downgrade.

Change in remuneration model for the transaction advisor

20.

1064 LOCOMOTIVE TRANSACTION — ADVISORY SERVICES

Regiments implemented extensive Intellectual property and complex techpiques and
methodologles to achleve the above benefits to Transnet, therpby mitigakfing the risks
identified above.
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21,
22,
23.

24,

25,

26,
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The Regiments operating model for such engagements is usually based a risk sharing
model or success fee (25% of value created /saved),

In this case, Regiments was transferred a mandate and remuneration model already
accepted by Mckinsey.

Regiments Initial indications were that they would have preferred to be engaged on a
model consistent with para.21 above.

This initial request was rejected, However based on the significant value created/saved
as well as risks mitigated as noted above, a request to amend the remuneration model
was submitted,

Consequently an additional fee of R78,4 milllon excluding VAT Is recommended to
Regiments, representing 0,042 % of the total savings.

Once approval Is obtained for the revised remuneration model a contract amendment
will be made.

PPPM - GENERAL AMENDMENT PRINCIPLES

27. Amendments in excess of 40% of the original contract value or contract period will be

28,

dealt with as follows:

27.1. In such cases PRIOR review and recommendation must be obtained from the
appropriate AC first, as well as the original signatory. Thereafter the matter must
be submitted for approval to the person with delegations one level higher than
the original contract signatory (provided the cumulative value Is still within
his/her delegations of authority). This rule applies regardless of whether the
amendment s still within the original signatory’s delegation of authority. On
approval, the amended contract will be signed off by the person with the
delegation of authority to sign off the contract value concerned,

27.2, However, this rule does not apply to amendments falling within the GCE, Board
Acquisitions and Disposals Committee (BADC) or the Board's delegation of
authority. For such contract amendments, the matter will be submitted to the
GCE, BADC or the Board regardless of the value of the contract amendment
(provided the cumulative value is still within their delegations of authority).

27.3. The rules relating to contract amendment stated above apply to contracts
awarded via open tender as well as those awarded via confinement and the
appolntment of consultants.

In terms of para.27.2 the content of this request falls within the delegation of the GCE.

1064 LOCOMOTIVE TRANSACTION — ADVISORY SERVICES
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FINANCIAL IMPLICATIONS

29. The breakdown per consortium partner Including the additional fee from the revised
remuneration model Is as follows:

Partner Budgeted Fees - Actual
R million R million
excluding VAT and excluding VAT
disbursements

Webber Wenztel 6.5 6.7

Regiments 211 99.5

Ningiza Horner 35 35

McKinsey 20,1 10.0

| Total 51.2 119.7

J BUDGET IMPLICATIONS

30. Although the additional amount was not explicitly budgeted for, sufficient budget exists
in the 2014/15 Capital budget. _

31. The additional fee of R78,4 million has not been included in the Capital budget however
significant savings were achieved.

RECOMMENDATIONS

- 32. Tt is recommended that the Group Chlef Executive!

32.1. Note the dellverables executed by the transaction adviser on the locomotive
transaction compared to the orlginal scope per the Letter of intent (LOI);

32.2. Ratify the amendment in the allocation of scope of work from Mckinsey to
Regiments Capital;

32.3. Ratify the amendment in the make-up in the transaction adviser consortium from
Nedbank Capital with Regiments Capital;

32.4. Approve a change in the remuneration model of the transaction adviser
compared to the original remuneration model;

32,5, Delegate power to the GCFO to glve effect to the above approvals.

Compiled by

Anoj Singh
Group Chief Financial Officer
Date: 'Clowt\f

Approved/ Not-Approved

Brian Molefe”
Group Chief Executive

Date; \7, ¥. )y ¢

1064 LOCOMOTIVE TRANSACTION —~ ADVISORY SERVICES
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« Letler of fatent betyieen Transnet and Mekinsey Incorporated for the prowision of Advispry Sarvices relsted lo the Acquisition of

the 1064 Locomotives Tender TRANSNE

. oo ]
/OO vt G
McKinsey Incorporated Mf\emﬂ, )
84 Slellp Street
Sandowin Maws East
Sandton
2196

30 Novernber 2012
Refarence; LOI/GSM/12/05/0447
Dear Mr Michael Kloss
RE:  LETTER OF INTENT for the provision of Advisory Services Related to the Acquisition
of the 1064 Locamotivas Tender uver a perlod of @ months, LOY/Proposal
Reference No: GBM/f12/05/0447 (“the Mandate")

Pursuant to our Request for Proposal (RFP Number 12/05/0447), we wish to Inform you that your offer
has been accepted and that your consortium has been awarded the contract for the provision of
'Arlvlsnry Bervices related to the Acguisition of the 1064 Lovomotives Tender (the Services)
to Transnat, subject to the conditions precedent set aut in section 1 below.

The Parties to this agreement are;

{1) ‘Trensnet 50C Lid (Transnet), o State Owned Company and the procurer of the services,
(Reglstration Number 1990/000900/30); together with

(2) McKinsey Incorporated (the Supplier), (Registration Number 1995/002398/10) and the
other members of the consortium, namely, Regiments Capital {refer to 1.5), Advanced
Rall Technologies, Nedbank Capital and Utho Capital,

Transnet wishes to contract with the Supplier for the provision of the Services as outlined in ¢lause
3.3 below, which, If mutually agreed by the Parties; wilt be dacumented and effected In actordance
with 2 9 (nine) month Agreement between the Partles. It 15 agreed that the Supplier will play the lead
rale and take ovetall responsibllity for the entire Mandate, This condition also npplles to services
specified In 1,5 and 1.6 hereln,

The Panies are desirous of successfully concluding negotiations and thereafter executing a contract
(the Agreement) to enable the Supplier to provide the Sewvicas detalled In section 3.3 below In a
timely manner,

The Parties have identifier] the Services which Transnet would wish the Supplier to provide In the
fnterim while executlon of an Agresment between the Partles (s being (nalised. Conditions of this
requirement are specified In sections 2 and 3 below.

The purpase of this Lalter of Inlent (LOT) Is to document the Intentlon of the Parties In rhspact af the
requlred Seivices for the provision of Advisory Services related to the Acquisition of the 1064
LOI Referance No: GSM L2/05/0447 »—~;

M
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+ Letler of Intenl Letween Transnet anl Mckinswy Incorporatad for the provision of Advistry Sarvices related 1o |ke Acquisiion of

1064 Locomotives Tender

2.

LOL Reference Mot GSM 12/05/0447 \
Cl
M N

Intetlin Service Requirement

2.1

2‘2I

The Supplier agrees to promptly commenca with the provision of the Services as detailed
In sectlon 3,3 below, sfter this LOI's confinmation date, and In compllance with Transnet’s
intetirn purchase order,

Should negotiations botween the Partles break down for any reason, the Suppller may
Inmediately nvolce Transnet Group Finance for all yeasonable, actual costs Incurred
up until that date and such amaunt shall become due end payable by Transnet against
presentation to Transnet of an undisputed Tax Invoice.

Contract Fees and Peliverables (Inclusive of 2,1 above)

The proposed fees for the Services to be rendered, which the Pailies In the Interkn accept; are
understood by both Partles (subject to sighing of the Agreement) and are as tahled I Annexure
A hereto,

3.1

3.2

3.3

Feas and related costs are guated in South Afrlcan currency and are éxclusive of Value-
Added Tax (VAT), Expenses will be cepped at 0% of the value of the engagement for
the Supplier and its sub-contractors and billed on an actual basls capped at R35,2 milllon
excluding disbursements, 2

Payment wIlI'ba effected by Trmnsnet, against presentation by the Suppller of undisputed
Tax Involces, within 30 (thirty) doys from date of month-end statement for deliverables
effected during that month, '

Key deliverables and preject timescales.
‘The key project deliverables fur a period of 8 (nine) months are for the provision of
Advizary Services refatad to the Acquisition of the 1064 Loconiptives Tender,
Please note that contract timeline moybe for a longer period, at no extra cost to Transnet
If the deliverables are not executed for whatever reason as this engagentent Is output
basad, as opposed to tme based.
The objective Is to award the loco tender by the end of the third quatter of the
calendar year 2013 on the back of
« @ robust and de-tisked budinesd case that is fully suppoited and approved by the
Board and the Shareholder
« & fully capacltated and flawlgss transaction process
= 4 conmerclal negotiation that maximises the value delivered o Transhet and
South Africa,
The deliverables are covered In detall In annexure B, and Inchude:
« Daveloplng and augmanting the business case for the approval of the
locomotives by the Transnat Board of Dlrect'urs and Department of
Public Enterprises;

Shn RAemal e AeRA R EELRRIEE 8 semedrgbeineal S s oo

B s 2 1 b e
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¢ Latter of Irtent Detween ‘Transnet and McKingey Jucorporated For the provision of Advisary Services related Lo the Acqulsilon of
1069 Locamatives Tendsr

«  Finoncial:
o Davaloplng finance and funding options
o Develop deal structure (financing, hedging and de-risking optlons);
s Project Management Offfre:
o Proactive stakehalder engagement throughout process to ensure all are
granted on time {e.g. PFMA)
o Manage overall pracess lo ensure all parts come together
o Provide cversight of fegal aspects from a project management
perspective,
4, Miscellangous
{1 4.1. Nelther Party shall reveal the content of thls LI or anything dislosed to the other Party
In pursuance hereof to any third party, except with the prior express written consent of
the other Party, and then only to the extent required to faclitete progression of the
startup procedures.

4.2, ‘This LOI may only be amended or modified in writing by the authorised slgnatorles of the
Lol

“Thus duly SIGred Bt . iy SOUth Africa on EhiS v Shkos. . day of
SRR i 204, 00 behall oft
Transnet SOC Lid WITNESSES

L vrsimiononnnannnaeg

1
ol . .
¥ - 3 2..nu-nunnnnquuuuu;nuu :

[[ - i ‘,_:.\w
|} NAME: Anoj
DPestgnation: Group Chief Finandal Officer

101 Reference No: GSM 12/05/0447 m

LR YR TP B LR LT L Bt t LY £ B s e emy b SSRgRGRSgEe e L © tmem
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Letter of Intent Detween Transiel and McKinsey Incorpnrated for the provision of Advisary Servites relnted to the Acquisition of
1004 l.ocometives Teauer

ANNEXURE A ~FEES/COSTS

bellverables must be executed for a fee of R35.2m as per the fee note below, Any overrun In terms of
time will not be foy the account of Transnel ss the engagement: Is output based and not time based.
Mekingsy will take overall responsibliity for the dellverables and quallty of the end products. Expenses
will be capped at 10% of the value of the engagement for the Suppller and Its sub-contractors and

billed on on actual basls:

ConWintiagtliategy mgp". Eu,mlrglm W
r

Bt €agd v il
Yeehrved auduskn and minmian 1RE + ART i3t
7240, Wl egroticnand stek ekl et Megpsei/Balngren + Bk Ridm o "
Tota! kaco RaS2m e O
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L0 Relarsnce Mo: GSM 12/05/0447 (
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TRANSNET

MeKinsey Incorporated
88 Stella Street
Sandown Mews East
Sandton

2196
19 November 2013

Referency: LOI/GSM/12/05/0447
Dear Mr. Michael Kloss
RE: LETTER COMFIRMING A CONFLICT OF INTEREST (NEDBANK CAPITAL) AND THE
RECOMMENDED ALTERNATIVE (REGIMENTS CAPITAL) IN REGARDS TO ADVISORY
SERVICES TO ACQUISITION OF THE 1064 LOCOMOTIVES TENDEK OVER A PERIOD

OF 6 MONTHS, REFERENCE NO; GSM/12/05/0447

Mckinsey Incorporated (McKinsey) and other rembers of the consortiuim was awarded the business
ta provide advisory advice to Transnet for tha Acquisition of the 1064 locorotives.

et
H

McKinsey was awarded the business and Nedbank Capital (Medbank) was Its partner w provide
flnancing, funding options and deal structures for the acquisition of the 1064 locomotives tender,

2

3, In May 2013 a potentizl conflict of Interest was ralsed with Mckinsey concerning Nedbank to which
a response from Mclinsey confirmed the confllct and an alternative solutlon to provide the services
to fransnet was proposed In terms of Regliments Capltal to provide the services,

The 1064 locomotives tender s entering Phase 2 which will now Include the funding and deal
structuring work envisaged by Trensnet for the Acquisition of the 1064 Locomotives,

4

5. 1t Is thus In the best interast of Transnet and McKinsey to confitmt the proposed alternative of
Regimens Capital,

6. This letter serves Lo confirm Transnet's agreement lo McKinsey's reguest for Reginents Capltal to
provicla tha requlrad services in place of MNedbank .

Anoj Singh  {
Group Chief Finangial Officer
Data 5\, -

Trahsnet 5OC Ll Carllon Centee #,0, Bk 12501
Reylstralfan Momier 150 € | Parkvievs, Joh
1990060200410 Shreet South Africa, 2127

Jahonneshiurg T 27 L1 408 200 5
wol F427 10 300 2420 ;

Dirzelars HE Mkrinagi {Chaliman) 6 Moltia® (lheun Catal Exstulb) K Craubay® MA Frnuceh] Y Faibes Hb Gazeadam 3 Modla 108 Hebagly b Sldnna LEA T
%;ﬁwlﬂb ,}mlﬂmmn 2 Tehega A Singn” (Chiar Faanglal Oiricar)
stglivg n

Group Cossparry Jeciglary MG Coip
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THIRD ADDENDUM EOR GSM/12/05/0447 ~ FOR ADVISORY SERVICES RELATED TO THE ACQUISITION
OF THE 1064 LOCOMOTIVES TENDER
BETWEEN e

MclINSEY INCORPORATED
(1995/002398/10)
("The Ssrvice Provider”)

ARD
TRANSNET SOCLTD

(1990/000800/30)
("“Transnet”)

1. BLE AND 4] 10

11 McKinsey Incorporated, and Transnet signed a LOT on the 6" December 2012 In terms of which Transnet
acqulred the services to asslst Transnet with advisory services refated to the acqulsition of 1064
Locomotives tender (“The agreement”),

1.2 Meldnsey further appointed Regiments Capltal (Ply) Lid as a partner In executing the financlpg aspect of :
the above mentloned tender agreament, with McKinsey Incorporated belng the principal lead, :

13 The parties now wish to further vary the LOI and vary the scope of work ragarding the finanting aspect of :
the transaction,

1.4 The LOI shall be regarded as amended by the provislon of the third addendum.

2. SOLE AGREEMENT

21 The LOI and addendum constitutes the sole agreement between the partles refating to tha subjact matter
refarred To In paragraph 1 of thls third addendum and no varlation shall be of any force and effect unless
reduced to In writing and signed by or on behalf of both partles.

3, VARIATION OF

31 The dellyerables for the revised scope of work will ba s per clause 2 derived and agreed upon by
Reglments Capltal Pty (Ltd) for executing the furdling portion of tender agreament GSIM/12/05/0447. The
abjective of this work speclfic project Is to conduct all the necessary studies and preparatory work to
enhahce Transnat's abliity to risa the required funding at A competitive interest rate and to achleve an
optimal funding structure with minimal pressure on Transnet's future liquidity. The deliverables indude:

L. Determining the development and sustainabllity impact of the acqulsition by,
a, " Conducting soclo-economic impact studles,
h. Determine the acquisition's impact on the envirenment.
¢, Examining the projects contribution to reglonal integration.

cl\e

T""Page 1 of 3
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TRANSNET
‘WF

2, Conducting a collateral assessment to the component level to datermine the potentlal for securing
cancesslonary funding through export credit agencies, Investment prometing funds/agencies and In
the form of vendor finance.

3. present a defalled analysis with specific recommendation to b pursued and execited,

4, Investigate how assetjcomponent can be <acuféd In order to optimise balance sheat and cost: of
financing within the context of Transnet pollcy with respect to asset pwnership and cantrol,

5, Deyeioplng and jmplementing a best practice risk management to the transaction:

a. A financal risk assessment framewotk (Including risk Identification, tisk assessment, risk
response, risk monitoring, performance measturement, risk controfy tisk reporting end
compliance) will be developed and implernented.

b, Cost escalation risk management.

e Legal and regulatory rsks.

d, Balance sheet Impack ~ The balance sheet post cquisition and post financing will be
evaluated and any necessary responses will b datalied and executed,

6. Developing an optimal tisk management solutlon by examining solutlon that is embadded In the
acquisition agreemnent, lunding agreement and saparate flsk overlays.

7. Evaluating all potential funding SOUrCES and mechanisms te select the most approptiate avenues to
pursue and execute, The full specttum of funding oppartunities that will be evaluated Inciude:

a. local and internationaf Banks.

b Local and Itermational development fnance fnstttions ,

¢.  Export credlt sgencles, * '

d.  Vendor financing.

g8, Provide execution support programme management and support In respect ko funding:

a,  AssistIn the preparation and management of capital ralsing related tenders/RFPs and RFIs,

b, Participate in roadshows and pssisting with the preparation of information mermorandums,

¢ participate In the fulfiment of conditions precedant required by the funders.

d, Partidpate in due dlligence exerclse and respanding to all credit guerles ralsed by the :
funders. '

4, Wﬂ

4.1 s a result of the additional scopa of work required on the financial phase of this contract, the inltial price
of R35 200 000.00 (Thirty fve rallion and two hundred thousand rand only) will therefore increase by
R& 000 DOO (She Millian Rands only), Thls Increase will bring the tatal Contract value to the fixed amount
of R41 200 000,00 (Forty One Million and Two Hundred Thousand Rend only).

4.2 ‘The work performed for this deliverable will be 2 fixed price of R15 000 000 (fiftzen wiliton rend only),
ytillsing the contract value allocated to other dellverables that are no longer required, once R9 000 000
(nine million rand only) has been teached Transnet must approve tha continuation of the worls past
RO 000 000 (nine milion rand only) to R15 000 000 (Mfeen milllon rand only).

43 Expenses for this plece of work will be capped at 10%h of the value, based on actual costs incurred and in
terms of Transnet Policies and procedures :

o/\

- \Pabe 20f 3 ;
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5. AUTHORITY OF SIGNATURE
51 This addendum Is eFfected and confirms the varfations herein by acceptance of the signed authorlty’s
below:
Sloned at this of 2014
/?;_
Name: 5‘({0 L9005
e Exleo i€ Prdeeel
elimer? TO  Mekipsey-incorporatet— .,/(/
CpPr L
Authorised signatary who warranits that he/she Is duly
authorsed to sign this Tnird Addendum
AS WITNESSES:
1.Name:
Slgnature:
signed at St s W% o G 7014
Bb—w\-‘ v
Name: Anoj Singh
_3;___1 ) Title ; Group Chief Financlal Officer
el TRANSNET S0C Lid
- Authorised signatory for and on behalf of Transnet
who warrants that e Is duly authorised to sign this
‘Third Addandum
AS WITNESSES!
1. Name:
Slgnature:
Page 3 oa ) 4
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McKinsey&Company

Transnet (SOC) Limited
Carlton Centre
150 Commissioner Street

Johannesburg
2001
Date: 16 April 2014
Reference: GSM/12/05/0447
Dear Anoj Singh,

RE: Transaction advisory services related to the acquisition of the 1064 locomotives (“the mandate”)

Pursuant to our discussions and agreement on February 5, 2014 we hereby confirm that the
mandate awarded to Mckinsey Incorporated and all rights and obligations created thereby was, on
Fehruary 5, 2014, ceded and/or delegated to Regiments Capital in accordance with such discussion
and agreement. On account of, and pursuant to, the aforementioned cession and delegation, all
work related to, and in respect of, the mandate was conducted by Regiments Capital and not by
McKinsey Incorporated.

Regards,

Vikas Sagar
Principal

McKinsay, Incorporated, trading as McKinsey & Company
Sandown Mews Easlt 88 Stella Street Sandown Sandton 2196 PO Box 652767 Benmore 2010 South Africa
Telephone +27 (0) 11 606 8000 Fax +27 (0) 11 506 9000
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