ST T - S

X3

MSW-261

o s i} e S ad e T

ANNEXURE “MSM 15”



nefal Marager

‘95 Grayston Drive
SANDTON
2196
ngﬂ 5:071 296 EOR THE PROVISION OF MBAﬁIENANE 1 Eﬁm%!&é! ITY SERVICES
S o 8 TRANSNET ENGINEERING FOR A PERlO D OF 12 YEARS

. _SHE  Yongdun

Al




MSM 283

%, g

3,;5;‘ : - P ) S @ “ ° : 8 * L o O B

f‘i“ GSM 11510711296 FOR THE PROVIS!ON GF MA!NTENANCE & RELIABIL‘TY SERVIBES TO

; . TRANSNET ﬁntsmseame FOR A PERIOD Of 12 ?EARS !
Pursuant lo our Nouee to Respond [NTR Number GSM f15!97f1296]{tha NTR], I’ransnet
pleased to iﬁform yc-u that your. company has been rdentrf‘ ed as a preferred bu:ider to pmwdel
Jcenain ma;nte”nce, mazeria!s & rehab?aty services as more fully éescﬁbed in Annexure |

oy b

{Techmca Raqmrements} Ithe Maintananca Serv;ces] io the C!aent {as def‘ ned betw) Y.Ou 4
appomtment as pfeferred bidder {in ali respects) is subject to the ccéditidhs sei out.in this Lelter of N
Award,

L)

The Pa{tié's.ig jhig,l,éitggr of Awg_rd are:

t 'fggnsnet $0C L ‘(écting thrpygh fts Transnet E)qg@neéring dh{isién)l a Stale Owhé L
ﬁ'Company and the procurer of Maintenance & Reltahmty Sar\nces {Registration numbar;,

) 19&0:0615900:30} fthe Client]; and

2, csgéq.qco Supply (Pty) Ltd (Registration number 2012112_80‘51/0:() [the Maintainer].

The Clien wishes 1 abpoint the Maintaifer to. provide the Matritenancé Services to the Client it
T ‘-: 5aés ZBEs .c;*'ss 21Es and Class 2253 Lommoiivas whuch if mutuaity agreed by the-':.
s wr i“be decumented“ and perfarmed m accordanca with a- Materials & Rellabihiy Snppnrt; :
Agreement bstween the Parhes [ihe MRS Agreement]. T

er) The Parhes are dastmus of successfully concluding negotnahons and thereafter exacuting the MRS
_J Agfeement to enab!e the- Ma;ntainer {o provide the Maintenance Servicas under and in accordance'
with the MRS Agreernent.

in the interim, thé Parties have Ideniified certaln of the Mainteniance Services which Transnet
requires the Maintsiner to provide, pending finalisation and execution of the MRS Agreement.
Conditions ‘of the current requirement are specified below {the Interim Maintenance Services}.
We also annex hereto the Best and Final Offer submilted by the Maintainer on 14 July 2016

Trangnat S0C L4 160 Lyratie Strear PO Bot 15912
Regatrator Nymber Kiiner Park !‘;m Ees% -
195040000630 Pretcria - i3, 08
0186 T +27 12 351 1381
F 37 12 391 £342

Directors: LG Matase [Chawpemen; S Gara® §Grouy Chipf Emn:e ¥ Furtes G flariaie's PEE Matelge 24 Kagdes WAl Micnyane $0 Shore
BG Stagman PG Wiams GJ Pila® (Geoup Crie! Furercna.fofraqer]
‘Execiive :

Groug Compasty Secrelary ANC Cels !‘v) w’_
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marked as Annexure “A" [the BAFO) the terms of which will be incorporated in the MRS
Agreement and will also form part of the Interim Maintenance Services,

The purpose of this Lelter of Award is 1o (i) appoint the Maintainer as a preferred bidder, (ii)
describe the interim Maintenance Services and (iii) appoint the Maintainer as the maintenance
provider for the Interim Maintenance Services. This Letter of Award and the Maintainer's
appointments hereunder will remain in effect until the MRS Agreement is signed and becomes
effective, or until Ninety (90) business days has elapsed from date of this LOA {unless terminated
earlier in accordance with the provisions hereof}, whichevar event should oceur first {the LOA
Perlod]. The Client may (acting in its sole and absolute discretion) extend the LOA Periad on
written notice to the Maintainer.

NOW THEREFORE {T 1S AGREED
1. Genersl Conditions of Award

This Letter of Award and the Maintainer's appointmehts hereunder are subject 1o the
foliowing general terms and conditions:

1.1 this LOA shall become effective on the date of signature hereof:

1.2 the parties each agree to work diligently and in good faith during the LOA Period
towards conciuding the MRS Agreement;

1.3 if. upon expiry of the LOA Period, the Clieni is satisfied {acting in its sole and absolule
discretion). having regard to the standard of performance of the Interim Maintenance
Services performed by the Maintainer and the results of the due diligence
investigations referred to in Clause 2.12, that the Mainlainer is able to achieve the
maintenance standards required by the Client to fully and sffectively perform the
Maintenance Services in accordance vith the terms of the MRS Agreement, ihe Ciient

may, subject to the remaining terms and conditions of this LOA, enter into the MRS
Agreement with the Maintainer;

1.4 the Maintainer acknowiedges and agrees that if the Client is not satisfied that the
Maintainer is able lo achieve the maintenance standards required by ihe Client as
contempiated in Clause 1.3, the Client may (but is not obliged) enter inte a long term
paris supply agreement (LTPA) (or similar arrangement) with the Maintainer, once
negotiated, instead of concluding the MRS Agreernent. In such dreumstances, the

Ve
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‘Maintamer acknow!edges and agrees that the StarhUp Cost Paymant {as def“ ned m
N Ciause 2 4) is forthwsth repayab!e to the Chent in accordance wath C!ause 2.4;

1.5 upon ex;:: iry of the LOA Penad or shou%d (in the opinion of Clsent) negotiations between
the Payties fail for any reason prior to expiry of the LOA Period, the Client shall, subject
to Clause 2.4.3, pay o the Maintainer a!i service payments {as further described in
Clause 2.1 below) owed 1o the Maintainer at such time.

‘s'

2. Interim Maintenance Services and MRS Agreement

This Clause 2 sets out the principal terms and conditions under which the Maintainer witi
perform the Interim Maintenance Services. The Maintainer acknowledges and agrees that if
and to the exient the Client decides to enter into the MRS Agreement with the Maintainer at
the end of the LOA Period, the terms set out in this Clause 2 shall be axpressly included in

the MRS Agresment and will form part of the Mainlenance Services lo be performed
thereunder,

2.1 NTR, BAFO and Related Documents

The MRS Agreemant shall incorporate {1} the Ciient maintenance specification set out
in the NTR documents; (i) the terms of the Maintainer's BAFQ: (i) the Client's
Standard Terms of the Contract (signed by the Maintainer and included in the NTR)
and {iv) the General Bid Conditions {included in the NTR).

2.2 Compliance with laws

2.2.1 At zil times during the LOA Period, the Maintainar shal) perform the interim
Maintenance Services in compliance with all appiicable laws and the reasonable
instructions of the Ciient from time to time.

222 Without limiting the generality of Clause 2.2.1, the Maintainer must al its cost
obtain and maintain in fult force and effect during the LOA Period all
authorisations, lcences, certifications, consents, registrations, exemptions and
approvals required by the laws of South Africa io énable the Maintainer to
perform the Interim Maintenance Services and ils other obligations under and in
connection with this LOA, including without limitation, its Tax Clearance cerdificale
and BBBEE Certificate (in each case in form and substance satisfactory to the
Client). The Maintainer witt prompity, upon written request. deliver a copy theraof
io the Cliant

LO& for MRS agrsemies betwen Transnet and C5R ,rbt..,«*" g
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2.3 Contract Pr_ihe

The Maintainer agrees to perform the interim Maintenance Services at the rates sat out
in the Maintainer's BAFO. The payment terms are ouffined in Annexure “B” (Paymant
Terms and Conditions) hereto. The Mainlainer furiner agrees thal the rates sef out in
the Maintainer's BAFO shall apply to the MRS Agresment and the Maintenance
Services to be performed thereunder. Al prices stated ere exclusive of VAT, There
shall be no escalation or indexation of the BAFO prices during the LOA Period.

2.4 Start Up Costs

2.4.1 Subject to the terms of this Clause 2.4, the Cllent will pay to the Maintainer an
initial payment in the amount specified in Annexure "B" [the Start. Up Cost
Payment]. The Start-Up Cost Payment is intended to fund and must be applied
against certain start-up costs and expenses incurred or o be incurred by the
Maintainer in performing the Maintenance Services under and in accordance with
the MRS Agreement. The Maintainer shall promptiy on request provide evidance
salisfactory to the Client of the starl-up costs so incurred and the application of
the Start-Up Cost Payment in accordance with this Clause 2.4.1,

2.4.2 The Client shall pay the Start-Up Cost Payment to the Maintainer within 1 4 days
of receipt by the Client of a valid and effective on demand payment guarantea
issued by a financial institution and othenwise in form and substance satisfactory
to the Client (acting in its sole and absolute discretion} [the On Demand
Payment Guarantes] The Client shall have no obligation to pay the Start-Up
Cost Payment until It has nofified the Maintainer in writing that the On Demand
Payment Guarantee is in an acceptable form.

243 If: {1) negotiations fail for any reason prior to the expiry of the LOA Period, or (i) in
accordance with Clause 1.3, the Client is not satisfied that the Maintainer is able
to achieve the maintenance standards required to fully and effectively perform the
Maintenance Services in accordance with the terms of the MRS Agreement, or
(i) the Client enters in to a long term parts supply agreement {or similar
arrangement) with the Maintainer in accordance with Clause 1.3, or {iv) the LOA
Period expires in circumstances where the MRS Agreement has not been signed
far any other reason whatsoever, the Maintainer shall promptly and in any event
within 5 business days of such occurrence, repay in full the StartUp Cost

LOA tor MRS agreement between Trassae and CSK @ {F,w‘x_:}
4
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Payment to the Client including any other amounts then due and payable to the
Client under or in connection with this LOA.

244 Any failure by the Maintainer to repay any and all amounts under and in
accordance with Clause 2.4.3 shall, without prajudice to Clause 3, entille the
Client to call on the On Demand Paymenl Guaraniee, Such repayment provisions
{amongst othars) shall be included in the form of the On Demand Paymaent
Guarantese.

2A5 The Maintainer shall provide the client with alt bonds required as per NTR before
the commencement of delivery of service as per paragraph 2.4

2.5 Technical Requirsments

The performance of the Interim Maintenance Services shall be pedfarmed by the
taintainer at the Customer's faciliies in accordance with Annexure *CY  [the
Technical Requirements) or as clherwise agreed between the parties from time to

time during the LOA Period
2.8 Delivery lead times
2.6.1 The Maintainer shall, notwithstanding the provisions of Clause 2.4.2 and the

payments and time periods contemplated therein, promptiy on commencament of
this LOA commence and complete the activities under and in accordance with the
lime periods specified in Annexure *C".

262 Without prejudice to the generality of Clause 2.6.1 and the activities spacified in
Annexure "C”, the Maintainer shall ensure that the maintenance facilities
required to perform the Maintenance Services are functioning and fully
operational within (Four} 4 months of the signature date of this LOA.

27 Penaities

The following penally regime and liabllity caps will apply to the Interim Maintenance
Services and will be incorporated (with any reguired consequentiaf amendments) inlo
the MRS Agreement:

2.7.3 subject to Clause 2.7.2 below, penalties for unscheduled sheddings, parte
unavailabitity and major fallures will be subject to a cumulative cap of 3.6% of the
total value of all maintenance payments paig by the Clisnt to the Mainiainer in

Lexs for MRS agriomest bew.con Trossnet and O353R
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2.8.1
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LOA iz MRS agrzement betw een Transn2t and CSR

respect of the Interim Maintenance Services during the LOA Period [the Total
Contract Value]. In addition and separate to the above cap, penalties for critical
and catastrophic KPi's will be capped at 10% of the Total Conlract Value. The
overalf liability cap for performance of all KPI’s will be 10% of the Total Contract
Vaiue. If the liability cap has been reached, and a Locomotive is stili in "parts
unavailable status” then that Locomotive will be excluded from the monthiy
service payment payable by the Client in respect of the Interim Maintenance
Services for s0 long as such Locomotive is in "parts unavailable status”. if any of
the penalty caps referred to in this Clause 2.7.1 are breached, the Interim
Maintenance Services may forthwith be terminated {for breach) by the Client.

The Maintainer will be penalized and measured separataly on the metrics of each
ol iis fleets {(20E, 21E and 22E).

Supplier Development {SD)/Local content [LC)/BBBEEE

The penally regime proposed in the NTR in respect of the Maintainer's Supplier
Development and Locali Content obligations Is hereby replaced with the
provisions set out in Clause 2.8.2 {which will apply to and be incorporated into the
MRS Agreement (with any necessary consequentiat edits).

Should the Maintainer not meet its Supplier Development and Local Content
commitments (as specifled in the Maintainer's BAFO), the penalty will be equal
to: (i} in the case of Supplier Development, 110% of the value of any undetivered
Supplier Development obligations; and (i) in the case of Local Cantent, 110% of
the vaiue of any Local Content not achieved. The assessment of any penalties
due {and the calcufation of the amount thereof) will be made at the end of year 1
{being the first anniversary of the effective date of the MRS Agreament) of the
MRS Agreement and each year thereafier. All Local Comtent and Supplier
Development obligations performed during the LOA Period will be included for
the purposes of measuring and calculating the Maintainer's performance of and
compliance with its Suppiler Development and Local Content obligations. The
Maintainer must submit quarterly progress reporis to the Client for the purposes
of determining the Maintainer's performance against its Supp¥er Davelopment
and Locai Content obligations, which reports will be used by the Client as a basis
for calcuiating any penalties due.

=
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The Maintainer must provide the Client with (i) a Local Content plan (i} a Supplier
Development Plan (iii} a BBBEE Improvement Pian (in each case in form and
substance satisfactory {o the Client and otherwise consistent with the NTR, the
Maintainer's BAFO and where applicable Annexure D) by no iater than 45
business days after the date of this LOA. Any failure to do so shall constitute a
breach of this LOA and entitle the Client to invoke the provisions of Clause 3.

MSM-289
273

Annexure “D” specifies the terms and conditions agreed by both Parties relating

to Supplier Development and Local Content obligations of the Maintainer,

Intellectual Property

As part of the Inlerim Maintenance Services and the Maintziner's preparation for
the commencement of the Mainlenance Services under and in accordance with
the MRS Agreement, the Client may disclose and make available to the
Maintainer certain intellectual property, materals and other information
concerning the Client and its operations [Client IP]. Such Client IP belongs
exclusively to the Ciient and the Maintainer may not, without the prior written
consent of the Client, disclose such Client 1P to any other person or use such
Client IP for any purpose other than for the purposes contemplated in this LOA,
including the performance of the Interim Maintenance Services

The parties acknowledge that, as part of the preparation for the commencement
of the MRS Agreement and the performance of the Maintenance Services
thereunder, cerlain new intellectual proparty will be deveioped during the LOA
Period by employees or agents of the Maintainer jointly with employees or agents
of the Client [colleclively, the Jeint IP]. Such Joint IP shall be jointly owned by the
Client and the Maintainer. The parties sha!l cooperate fully with each other to give
effect to this Clause 2.9.2 and where possible to obtain joint registration of any
Joint 1P in both thelr names. Both the Ciient and the Maintalner shali be entitied
1o use the Joint IP and in the case of the Client to licence such Joint IP to any
sub-licensee. Neither parly may dispose, assign or otherwise transfer iis
undivided share in the Joint 1P, without the prior writlen consent of the other
parly, which consent shall not be unreasonably withhaid,

In circumstances where the MRS Agreement is not signed prior to expiry of the
LOA Period (for whatever reason, other than due 1o a breach by the Maintainer of
the terms of this LOA), the Client will in it discretion, pay the reasonable costs

£ 04 for MRS agrzement between Taansnet and CSR g{r yL y
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incurred by the Maintainer for the Joint IP. Other than the payment referred to in
this Clause 2.9.3, there shail be no royally, licence fee or any other amoumt
payable by the Client to the Maintainer in respect of such Joint IP.

294 The parties acknowledge and agree that as part of the negotiations referred to in
Clause 1.1, they shall enter into good faith negotiations to conclude a more
comprehensive regime governing the development, use and licencing of all their
respective intellectual property, which once finalised will replace the provisions
containad in this Clause 2.9.

2140 Centres of Excellence and Infrastructure Due Diligence

- Q 2101 During the LOA Period and as pari of the preparation for the commencement of

A the Maintenance Services under and in accordance with the MRS Agreemant,
the parties shall negotiate in good faith the following malters relating to the
centres of excellence to be developed by the Maintainer:

2.10.1.1  identification of sach centre of excellence;

2.10.1.2  the scope of work and work aliccation (by component lype) to each centre of
excellence;

2.10.1.3  the machinery required to perform the scope of work and maintenance services
at centre of excellence, including the cost of such machinery;

210.1.4 the technical skilis required at each cenlre of excelience and training 1o be
! 9 provided by the Maintainer to ensure the availabilily of such technical skilis:

2.101.5 any other matters, in the opinion of the Client, required to be covered o ensure
that the Mainlainer is able o achieve the maintenance standards required to
fully and effectively perform the Maintenance Services in accordance with the
terms of the MRS Agreement.

2.10.2 During the LOA Period, the Maintainsr shall carry out an assessment of the
Transnet network and related rail infrastructure to salisfy iiself as to he condition
thereof. The results of such assessment shali form part of the KPis agreed in the
MRS Agreement and no relief (including for unscheduled maintenance costs)
shall be agreed in the MRS Agreement for the condition of the network and
relaled infraslruclure, unless caused by 2 delerioralion in the condition thereof

e
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after the commencement of the MRS Agreement due o a failure to maintain the
ccndi;ion of the network and retated infrasiructure.

211 Overhauls

For the purposes of the negotiations referred to in Clause 1.1, the parties acknowledge
that in lerms of the Maintainer's BAFQ, it has offered overhaul maintenance, which the

Client may accept (al its option) as part of the MRS Agreament and the Maintenance
Services to be psrformed thereunder.

212 Maintainer capabilities and Client Due Diligence

21421 The Maintainer represents and warrants that it has the necessary skills, capacity
and experlise lo maintain the Locomotives and to deliver the maintenance
services in accordance with the maintenance levels and standards contemplated
m Annexure C. The Client has relied on lhis representation and warranty when
awarding this LOA to the Mainlainer.

2122 Without prejudice to Ciause 2.12.1, the Client may (but is not obliged) during the
LOA Period 10 conduct its own due difigence into the technical capabiiities of the
Maintainer in order to determine whether the Maintainer has the necessary skilis,
capacity and expertise to achieve the maintenance standards required by the
Client to fully and effeclively perform the Maintenance Services in accordance
with the terms of the MRS Agreement. The Client is not bound 1o carry out this
due diligense exercise and is entiled to rely on the representations and
warranties made by the Maintainer under Clause 2.12.1.

3. Breach

Should the Maintainer breach any of the terms or conditions of this LOA (inciuding any
breach of its interim Maintenance Services obligations under and in aceordance with this
LOA) and fails to remedy such breach within 10 days of receiving notice to do so, the Client
may, withoul prejudice to any of ils other rights or remedies under this LOA {including any
rights under the On Demand Payment Guarantee} or at law, revoke the appointments of the
Maintainer as preferred bidder {and rnaintenance provider) and forthwith terminate the
Interim Maintenance Services andfor this LOA, including to demand repayment of the Start-
Up Cost Payment and any and ali other amounis owad to the Client in terms hereof.

L& fur MRS agresment beiween Tapnsagt and 3R ﬁf H" ?fk\
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4 Disputes and Dispute Resolution

4.1 Any dispute arising out of or in connection with this Letter of Award (including a dispute

regarding the existence, validity or termination of this LOA) shall be referred to and
finally resoived by arbitration.

4.2 Such dispute shali be delermined by an arbitrator appointed by both Client and the
Maintainer or falling such consensus, a senior counsel of not less than 15 years'
experience selected by the Arbitration Foundation of Southarn Africa (AFSA), who shalt
act in accordance with the Rules of AFSA and whose decision shall be final and
binding, in the absence of manifest error in calculation, on the parties,

3 _J 5. Notices

For the purposes of any communication or document to be made or delivered under or in
connaclion with this LOA (including the Interim Maintenance Services), the Parties choose as
thelr domicilia citandi el execulandi their physical addresses heraunder (or such other
address, not being a post office box or poste restants, of which the Parly concerned m&y
notify the other in writing). All legal process and notices given under this LOA may validly be
served or delivered at such addresses and at no other addresses. For the avoidance of
doubt, the Parties may not serve or deliver any legal process by way of glectronic mail.

51.1 . the Client:
Physical address Transnet SOC Lid “
150 Commissioner Street
Johannesburg 2001
Emait: ndiphiwe silinga@transnet.net
Attention; Ndiphiwe Silinga
5.1.2 the Maintainer:
Physical address CSR E-Loco Supply (Pty) Lid
15t Floor
95 Grayslon Drive
Sandion
Johannesburg
2156
Email altoni@csrzelc.com
Atiention: Wang Pzn {Director, General Manager)

LOA for MRS agreinent batw 2en Transnat and CSR gtr
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6.

6.1

62

6.3

6.4

6.5

6.6

87

General

ﬁ'hi_s. LOA ingluding the appointment of the Maintainer as maintenance provider in
respect of the Interim Maintenance Services is governed by South African law,

This LOA may be execuled in counlerpart, and this has the same effect as if the
signatures on the counterparts were on a single copy of the LOA.

This LOA {and the Annexures hereto) and those documents referred to in Clause 2.1 to
the extent incorporated herein by reference, constitutes the sole record of the

agreement between the Client and the Maintainer in respect of the interim Maintenance
Services.

The Maintainer may not assign any of rights or transfer any of its rights or obligations
under this LOA without the prior wrilten consent of the Client.

Neither Parly shall reveal the content of this LOA or anything disclosed to the other
Parly in pursuance hereof to any third parly, except with the prior express written

consent of the other Parly, and then only to the extent required to facilitate progression
of the negotiations.

The MRS Agreement and all related documents will be prepared by the Client in
negotiation with the Maintainer. Pending fina! approval of the MRS Agreement and
such relaled documents, the Parties agree o agree to work ditigently and in good faith

to resolve and agree sl outstanding matiers in order to conclude the MRS Agreement
and related documenits within the LOA Pariod.

The MRS Agreement {once effective) shali automatically replace this LOA in all
respects and shall govern the relationship between the Client and the Maintainer with
respect to the Maintenance Services and the performance of all other obligations of the
parties thereunder. This LOA applies to the LOA Period only and is not intended to
regulate or apply to any period after the LOA Period, including any period under the
MRS Agreement. Unless otherwise agreed by the Client, the Client shall not be bound
by the terms of this LOA in relalion to the MRS Agreament, which lerms shall be
negotiated and agread between the parties in accordance with Clause 1.1,

L0 gzr MRS sgreemien: batases Transnet and C5R % rzf@\
t

MSM-293
277



o TRANSNET SOC
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The Client reserves the right, with immediate effect, to terminate the NTR and/or t;ci'
withdraw this Letter of Award and/or to revoke the apncimménts of the Maintainer as.
preferred bidder (and maintenance provider} at any time during the LOA Period without
liability to compensate or reimburse the Maintainer or any other person pursuant to
such iermination, withdrawal andfor revoc’étiort, except as exprassly provided for in this

The Maintainer shall not have any claim of whatsoever nature and howsoever arising
against the Client, its officers, employees, servanis, agents or advisors relating to the
NTR, this Letter of Award or the performance of the Interim Mainienance Services
except payment for the interim Maintenance Services and any other amounts expressiy

LOA,
7.2

teferred to in this Letier of Award.
7.3

Except in relation to the Interim Maintenance Services, nothing in this Letter of Award

or elsewhere conslitules a binding commitment by the Client to proceed with the
maintenance arrangements contemplated by the NTR or to enter into the MRS
Agreement. This Letter of Award and ihe maintenance arrangements contemplated
herein (except the Interim Maintenance Services) is subject to signing the MRS
Agreement (in form and substance salisfactory o both partles).

it is agreed between by the parties that the commencement date shall be the date of signing the

LOA,

CSR E-Loco Supply (Pty) Ltd,

a_bn

Signature, W%

Print Name: SIYABOHGA GAMA

’j”

Print Name: ZHANG MINYU

Title: Group Chief Executive

Title: Vice President

Date

o ]

! ‘Ntww‘ G 1 b
=

Date: a?,p“““‘"‘&"‘?Q .

Witness:

M {

Witness:
']

LOA for MRS agrzemant bevween Transnet and CSR
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Signature: 'S;iét;latq{;z: |
Print Name: P P R e | 1 Print Name. \{Uﬁﬁ :P‘EGA\N&
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ANNEXURE A

The Key Principals for the Best and Final Offer

TechunicaiOperations

sTransnet reserves the right to park 40% of its fleet at any point
In time to meet TFR's changing oparating demand, during that
time, Transnet will exclude these locomotives from the monthly
payment. A parked lncomotive will qualify as "parked” after it
has been stationary for 3 months at which point alf payments
attributable to that locomaotive for the three months prior will be
set off againstany future fees. The condition of locomotive shall
be checked and confirmed by both parties before park and
reuse. Any damages or lossas during park pefiod shall nol be
the liability of CSR.

«Transnet will ensure to rotate the parked locomotives every
year so that any one single locomolive is not parked for more
than a continuous 6 months.,

«Should 3 bcomotive not be economically repairable post a
wreckage then it will be excluded from the initial fleet size taken
into account when calculating maintenance costs.

«If locomotives are delivered Iate under the focomotive supply
agreement, they will be excluded from the mainienance
payment calculation. Only locomotives accepted by TFR will be
used to calcuiste the monthly payment to CSR (i.e. available
locomotives X agreed monthly price=total payment for the
manth)

o{f focomotives are reallocated between the depols allocated in
the contract, there will be no payment to CSR for reallocating
the lacomotives.

*Shauld Transnet need to move the fleet to other depots other
than those specifiad within the NTR, the set-up costs
associated to the move will be discussed and agreed by both
parties. Transnet reserves the right 1o appoint a third party to
verify and assess the proposal provided by CSR and
henchmark any proposal against markst conditions and arrive
at a daclsion alignad o that

«Locomotives will be allowed a grace peried of 8% of km's
travelled {as shown in CSRs offer) to come infora D1, D2 or E
intervention. {.e. if i is due, as per ihe agreed maintenance
plan, at 1,000,000 km's, TE will be allowed to perform the
intervention at any point between 1,000,000and 1,080,000
km's.)

MSM-297
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Commercial

*The escalation formula will appiy to the entire contract, &xcept
for the line “stocidiolding” and fhe stockholding residual value
which will not be escalated.

*Special 1ools, software licenses and other purchase made In
support of the contract (TE will supply CSR with the list of other
purchases as soon as the list has been compiled.) will be
transferred to Transnet at contract end at no cost,

Joint Venture

*CSR's Best and Final Offer for the maintenance services
should not make any reference to the anticipated Joint Venture
between CSR and Transnet Englneering as the Joint Venture
did nol form pert of the NTR and is not recognized as a final,
signed-off agreement.

Rotable overhaul and repalr

CSR te acknowledge the camponent repair list within the NTR
indicating the components that would be repairad at the
Transnet Englneering Centres of Excellence, and commit 1o
abide by it on the condition that both parties will agree on the
overhaul and repair cost, period and quality.

Penaltles

«Transnet reserves the right ta set-off future payments against
any non-compliance pendalties, this statement holds true for the
KPI targets proposed, as well as any other penalties across
other areas (such as SD and LC)

«in addition to the setting-off of payments against
non-complianice penafies Transnet reserves the right to utilize
the OEM flnancad performanca bands in the event that the
CEM does not meet its Supplier Development 2nd Local
Content or KPls. The OEM must then replenish the
performance bond to the inltial value of the bond within 30 days.
The vaiue of the bond to be held will be agreed at the beginning
of each year.

*Transnet proposes a change to the penaity structure as
follows;

+Penalties for unscheduled sheddings, parts unavailability and

major failures will be capped (jointly) at 3.8% of total contract
value.

+Penallies for critical and catastrophic KPis will be capped ai
10% of total contract value.

“The overall liability cap for performance KPls will be 10% of
total contract value

*If the liability cap has been reached, and a locomotive is stiit in
“paris unavallable status® then the locomotive will be excluded
from the monithly payment.
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+The OEM wil be penalized snd measured separately on the
metrics of each of its fleets (20E, 21E and 22E).

*A locomotive will be deemed to go into "parts unavailable
status” if it has been stopped for more than 3 days due to no
parts lo be supplied after notification fo CSR.

Suppfier
Development and
Local Content

*The penalty proposed in the NTR will no longer be vaiid. The
new penalty scheme will be as follows:

+Should CSR not mest Its Supplier Developmant and Local
Content commitments, the penaly applied wilt be the

| equivaient of the outstanding Supplier Devetopment value pius

a 10% penally on the outstandmg value.

*CSR s to provide Transnet with & Local Content plan
'Hustram m’lestone commitments across the contract with the
BAFQ in fine with lhe NTR.

Additional
Requirements

'*Intheeventﬂratttwcommccorwam; to walk away fromthe |

coniract dustothe reason to be ]ustiﬁed as the liabliity of CSR it
would amunt to repudlaﬁon in which casa the contracior will
be aable for any maintenance costs abom what Transnet would
havepaidcsmorme same services for the remainder of the
contract period,

*in tha event that Trmatprovides CSR wilh an advance

payment for the mahlenanm. CSR will be required to take out
an advanced payment guamntee (APG) against thls advanced
payment wblch Transnet wiil use 10 recover its costs if Transnet

has o cancel !he contract due non-pefdormance

Commercial

Stock

“Transnet reserves the rlght to.

Approve and sign off the list of totable materials to be
puschased by CSR

70 ¢ apptove and stgn off the periods assoclated to the
procurement of the rotables :

«Amend and augn financing mquitemenls to the purchase of the
mataﬁal :

*CSR will manage ths pooi of rota:lea. howave:. CSRis
expecudtokeepa Iogd!mmam&sshewhglhawm
and serial number of each of the assets This list should be
sharea with Transneton a mmmy basis and any changes to
the pooi must be cansulted with Transnet it is understood by
Transnet that akhough the rolable poo% is acquired and owned
by CSR, these retables wifl be for the exclusive use of
Transnet.

*Afthough GSR wilt he managmg !he rolahle pool thase will be
considered the propeny of Tmnsnet merefore Transnet should
be consulted and informed of & sny changes Gu the treatment of |
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the rotable pool, Transne! Asset Management Rules should be
Ltaken into account in the management of the assets.

{he end of the contract, these components must have gone
through & major averhaul or are new. The fee agreed to be pald
at the end of the contract for the retebles will be withheld until
CSR trensfers tha retables to Transnet.

The parties will agree on a ist of retables 1o be ransferred at

“CSR to provide Transnét with a competitive offer (lead times
and price) far all tems. No contract shall be concluded until the
list of components is provided by CSR. This list wif be past of
the contract and will be used to order material for driver induced
faitures. In line with the NTR, this list will stil be subject to "meet
or relense”,

“CSR will purchase rotable stock for the 20E, 21E and 22€ from
Transnet at the cost at which the components were purchased
by Transnet, which should be new or have gone through a

major overhaul. .
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PAYMENT TERMS — ANNEXURE TO LETTER OF AWARD

Payment terms shall be as follows (Al prices are exclusive of Vat):
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Miestone 1 Milestone 2
Monthly price per | Monthly price per | Monthly price per
Start-up cost Total for 12 active locmotive active locmotive active locmotive
Rands years Rands Fands Rands |
Yearsi -1 Years 4 -§ Years 7 - 12
20E 1038 352 784 64 386 70 145 84 540
24 618 160 746 | 1 092 403 250 64 409 70 135 84450
22E 3 432 690 673 56 504 68 139 85 355
Total 618160746 5563445717
Grand total 6181607463

Milestone 1 {start-up cost payable in advance):

10% of the 12 year MRS value, for A, B and C maintenance interventions without option
“Maintenance management system inciuding software and technical simulator”, shaki be paid as per
timeline indicated in clause 2.4.2 of the LOA.

SR will be required to take out an On Demand Payment Guarantee against this advanced payment,
detafis of which Is contained in the body of the LOA. This On Demand Payment Guarantee shall be
issued from a financial institution approved by the client’s treasury department.

The full contract value may vary dependent on a number of items, amengst others, the final Loco
New Build delivery schedule / deployment plan as well as focos that could be parked during the
contract pericd. The above advance payment is based on loco quantities indicated by CSR in their
guotation, 1F subsequentiy the number of Active Locos months change for any reason, Transnet will
be credited (receive back 2 portion of the advance payment plus escalation thereon using the agreed
escalation forruta) for a reduction in the total number of foco months.

Milastone 2 {per Active Loco per month):

The start of payments for milestone 2 will be linked to a period of time following the paymant of the
advanced payment guarantees, but never, prior to CSR being able to discharge its obligations with
regards to the technical specifications as defined in Annexure C.

THis monthly price is split between:

Portion Excluding the Stockholding Coritent Price

The 90% remaining charge (excluding the Stockholding Content Price), after deducting the advance
payment made under milestone 1, will be paid as a charge per Active Laco per month in arrears,

The actual monthly payment to be paid from the Client to the Maintainer for the maintenance of each
focornotive will be based o the number of active locomotives. The number of adlive locomotives is
defined as the number of locomotives agreed at the beginning of each month. Both parties will agree
when a locomotive enters into "MRS status” which will be based on canditions such 3s whether the

1



{ocomotive is deployed to a depot where the Maintiner and Client are ready to maintain and if TER
has signed acceptance Into service.

Stackholding Cantent Price

The 90% of the Stockholding Content Price, after deducting the advance payment, will be paid
monthly In arrears and will only be charged to the extent that rotables have already been bought.
Le. this finandng charge will be adjusted in fine with rotables financing requirements.

Stockholding Content Price is not subject to escalation

Re-purchase of rotables at the conclusion of the contract

*

At the conclusion of the contract, Transnet will buy back from CSR all rotables at 3 value of 40% of
the value it was originally bought for.

The 40% restdual values relating to rotables wili not be subject to escalation (value will be lacked in
when the rotables are procured).

Offsetting of paymenis

Transnet shall set-off future payments against any money owed by CSR to Transnet {e.g. non-
compliance penalties, this statement holds true for the KPI targets proposed, as well as any other
penalties across other areas (such as 5D and LC), etc.)

In addition to the setting-off of payments against non-compliance penalties Transnet may utiiize the
OEM financed performance bonds in the event that the OEM does not meet its Supplier Development
and Local Content or KPTs. The OEM must then replenish the performance bond to the inttial value of
the bond within 3¢ days.

Qther

-

CSR should not that although the payment is split into “Portion excluding the stockholding content
price” and “stockhelding content price”; the total combined value will be used as the total contract
value a3 defined In the penalties within annexure C,

MSM-325
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ANNEXURE £

Technical Requirements

Note — This section includes excerpts from the NTR, note that where in bold (if not within a title),
this indicates a change from the optimized NTR.

Services

1. BACKGROUND

The scope will be a combined parts and service agreement for each of the OEM Flaets {20E, 21E and
22E), where the OEM will guarantee the availability of parts and the reliability of the locomotives.

2 MAINTENANCE SERVICE SPECIFICATION

The Table below provides the detalled service specification and obligations of the OEM for the MRS.

Table 1 - Maintenance service specification

ALset Management

Maintanance strategy * Prepate proposals for revistons of the Maintenanca Plan for Transnet approval, to meet the required

and reliabllity targets

fong-term planning ¢ Undertake analysls to determing the impact of the aroposed revised Mainterance Plan on operailons!
performante, iocomotive availability and raliability and tota! costs of maintenance

Asset perfarmance * Support Transnet's asset performance moniloring and reporting process through the provision of data

monitoring an the services coversd under this agreement
Provide advisory services on the performance monitering systems and KPis employed by Transnet

Estabiish a methodology and system 1o monitor the reliability performance of the loce motives and the
OEM.critical and system-critical components under this agreement

Provide Transnet viith bi-daily Fleet Reilability raparts covering reltability performance, falura
frequency, rellabifity treads and distsibution across failure types for both locornatives and OFM-critical
and systern-critical components

Engus¢ full compativifity of the employéd performance moniloring systam with the existing Transnet

™ Infarmation systems
' Establish data continuity protocols to suppori a migratlan of the monfioring data, and methedalogy
over la Transnet upon expiration of the agreement

Work with Transnet to definz an agresd data interchange standard including data format and
geanulacity, system inerface and update frequency

Pravide data on the unit cost of spares covered under the agreament
Provide data on the usage of spares covared by the agreement

Provide Transnet with information an the fabour hours and costs associated with the Techaleal
Assistance scope of 1his agreement

Assist Transnet a5 Is reasonabie with the generation of an Integrated cos! monkaring raper) and
farecast

Pravide data te Transnet an the manpower and ancillary costs associzted with the additiona! service
scope included under the agreement

Cost Monitering

r

-

Configuration and FMI Advise Transnet of availabia Field Modifications and Upgrades and provide infarmation on the impact
management af the modification, Including but not limited to costs, fuel consumption, greenhouse gas emissions,
asset reliability, tractive power, trazk speed, televable operating conditions, ete. »

Support Transnet during the review, daesign varification, testing and approval stage of an FM| befors
embodiment

verify the FMI against the fleel parformance targets under this contract and advise Transaet of any
impacts on lecomative performanee

* Devalop the gmbadiment plan tor any Transnet-approved Fivi for the flast under the agraement
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reﬁabﬂirna:gel;sqnder 5mntract

Reliabiity mansgement

cmrzd und!raﬁns %"ure'cﬁ:ém, iud’mg the lu?lbmng su‘b-taslrs.
- ‘l’o :ecotd, dassifv and analyse mhrmm&n ahout tecl'm Iures and Hefem

| fc ldsmtfv and_ priormze technica! laﬁures and deﬁ:ct wi’lh hig‘hest impact an iocomotive
perfarmame - .

Ta define the correctwe actlons to prevent zeo wmeﬂce of faku'es
~ Ta advise Transnet in the imp!ememaﬁon of me torrective ac:mns
- Ty <entrol eﬁecﬂwﬂé&s of corrective aclions post lmplemmuhan
- T provlde repanlng on the fasmz freqnency acomotive rellabmw over tme

- Provide lhe requ{red wushfame wlth re‘levm m«penis;in : écm tte continuows reliability
imprwement pmteis includ}ng I“ nf hs sub-hs‘k; .

oy vaid-e II!E :equir 2d Inform tlon syslems raduired for, the execnlion ot the continuous reliability
improvement nrccess, infarmat!on svstems must he mmpaﬁble wtﬂe Transnat’s existing maimenamg
infomau i systgms_ o
. Prcwlde documen licm of the proposed reﬂab!l&ty improvemnt m'acess to Trananst

Dhso!escence v Notify 1 Transtiet Wit becomgs aware that a spare cmere *nder the agreement is no langer availahle
Mamgment and 3 N:e—lor,fike rep!acrement is hgt ava!lahle {obso!ete spare}

+ Souree a comparahlt pan ot cnmponent ;bat [s equ?ﬁ!ent ar bettar specification and quality and ¥ fit
far purpase o 5ubslltu:e the obs%le!e spare Erepla:ament spate}

® Under:zlee alw englneering nedeskn al !hé io:cmolwe or mv«s[de squlpment (as applicable) a5 is
reasonah!y nemsarv to all wthe : i p

Quallly cantrot :mc! ) . Lindemke Leir’&1 1 Audils Tnto quallty l;paes and c-ther nof- canform mnu %n liné wih Transiet's
as.surance Quainv Msnagemeut policlas -
'i&ppm Transne: inthe mmm of Level 2 and 3 Audits with the provlsiow of tgehnicat expertise
and assistance as may e requlud e »

* Establish apd upemte quality wmrcls to we?sca the maintenance activity carsied sut by the Transne;
worllforcg aad ) guaranlee Ihg ‘perf e targets uﬂder the agmemenl

i N!a, senncmg af Jo:orﬁuthe dun' neldding, Iefuellmg and replenlshment nf Finhing
:cnsumabfes {wa ter, sand cooung quld, etc)tobe ;mdertaken by Transnez

‘v N/a3; daily inspections requir_ed during commissianing of the lacomntive for service to be undertaker
by Transnet

Detérmine the scope, methodology and standard of the scheduled malntenanice actvities t be
and maintenance conducted in Hne with the Mainteasncs Plan Including tha A, B and C interventions to ba perfarmed
at 3 months, 6 months and 12 months respectively.

Frovide Quality Assurance 35 required t suppart the reability of 1he ocomotive,
The day to day 1 mamtenan:e of the whesis to keap the profiles within specifications will be the
rasponsibility of TE.

Replacement of wheel sets will be done once the wheei is below its minimum operationat
measurzment at the cost of the OEM, Unless the Iucomutive is due for an E-ovarhaul, In which case
the OEM wii ba rasponsible for ail materialt and TE will ruplar.'e the wheet centras with Its oun
tabour at tha cantres of tmllence.

-

Wheel turning
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Rotable/majer” e m crder far !iae CEM 10 gumntgg relighiity, itis exmted :ha: 1hey wi!i need 1o ensure the quamy ﬁ!

component maintenance . the rotable maintenance It adequate, Therefore, under this agreement, the OEM will own the

and refurbishment " maintensance of major camponems. This lmh:dcs the raalscemem and maintenaace ot wheel sets
{excluding whee! turning} 3

To achieve this, the OEM will need to propose 2 madel where they cerify local providers 10 have the

a&lliw to maintain these componaents.

1t is gxpected that the OEM will, wherever possible, zontinie 16 make use of the same South African

manufacturers that were used during the 1064 far maaufactmlng af major companents. This will give

the local manulacturer continuity post A064.

under the scope of the agreement, the M will need ta provide adequate equipment to the service
provider.

itis expeded that the QEM will perform the necessary skills transfer to ensure that the locaf service
gmvlder can conﬁnue to perfufm the maintenance of these companents once the pwpascd
maimenanee as!wmentpemd terminates,

The OEM will be altowed e Form Vs with lotal supp!iers Gr uutsoun:e. however, wholly owned
coinpanis are not alfowed,

The QEM may not sign an exclusivity agraement with any of its suppliers that preciudes these suppliers
from working with other OEMs.

Thee BEM has committed to ablde by the list provided in the original NTR{as 2 | minlmurn} which

s lndkatad the components will need to be repaired at Transnat En;heaﬁn"s certras of excolfence
under the candmon that both parties agree on the mrhwi and rapair cost, peciod and qmﬁty,

Field sarmes ami - kcﬂm:y to be undertaken by TERSTE, however, the OEM may choose to provide support w!mrever it
Incnmﬁtiwe re:wg;y Lan impfove tha tellabiiityof a lncomotive.
Troubleshonting and . Undmake tha required fault-finding, diaghostics and testkas activities to determing the required
defect repairs regiaies in respanse to 3 breskdown, defect and/or malfuniction of the lacomotive equipment
* Capturs the fault Mistory, locamotive operations date and Information on the corrective repairs to
inform the reliability meendgement procass
« This will include support to identify operator induzed faults
* Provide all materlaks required to repair ali fuults, including any wheels that need raplacament - =
ouulde of the E-overhaut,
Wrech repairs * pfa, maintenance agtivity required in response 10 anywreeks, accidents, theft, vandalism, sabotage or

Force Majeure mnt is notintluded in the scope of tids aweemeni

Overhauf events + Determine the scope, mithodology and standard of the sverhaul maintenance activities

* Certify the completion of the overhauls maintenance work In fine with the agreed quality standards
Retrofits + Kfa, retrciitling of the locomative is not included in the scope of this agreemant
| 9 RMaintenance support funclrm-f
=5 Workshop dnd depot + /A, TE will maintaln contro) of oll the depots gnd workshogs —  ©

management + A% part of the agreement, & will Issue space to fhe GEM within its depats for parts storage and office
space for ity fabour. The OEM should propase the space required for if to undentake its tasks.
‘s‘nalﬁg and equipment  + Provide ail special tooling and test equipment o undertake the malntenance activities et out in the
managemént - Technical Maintenance Plan
= -Recomenend improvaments ta shap aquipment that wilt enable TE to irprove rellability and reduce
dwe" times (reﬁucxﬁm mge: of 3% p.a)
Lean process and work * Suppuit TE's work load levelling process to mprove eﬁidencies and reduce dwell thne figares in line
toad levelling with by 3% per annum reduction target
+ Provide advisory services to TE in respect of its lean management procass
* TE will undertake the work load lsvelling and léan processes under the agreement
work order planningand ¢ Support TE's work arder planning processes and provide inputs to support the reliability targets under
controliing the agregment

* As required, manage the interfaces butween the work order plavning and raliability managemant
protesses to engure the locomeatives meet the retuired refiability

Materlais planning and + Note:

precurement | - “OEM-tontrollad parts® are defined as all parts that 3re not considered & consumable arwet {he.
panta wips, lmke ble:iu, iu!uiurm ar sand]




S — e M R TS,

- *TE-contrelled pa-rh“ sre defined 33 panito strips, brake bfcclvi; Fﬁsﬁéﬁh oF sand.

Determine the inventary replenishment parameters in kcal warebhousing facilities for "CEM-cantralied
parts” to assure parts avallabifity as per the Service Level Targets

*

Pracure “0EM-controlled parts” to ensure inventory levels In local warehousing facilities are in line
with replenishment parameters

Retain ownership of “OEM-cantrobled parts™ until such time that Transnel issues a purchase oroder for
these parts

frovide Transnet with regular reponrting on Inventory levels for "OEM-contretled parts” and sxpected
service levels

Note - material planning and procurement activities for “TE-controlied parts” are undertaken by Transnet

Sparegerts supplyand  + Note:
warehouse management = *QEM-contrellad parts” ars definad as all parts that are not considered & consumabla or wet (L.e,

panto strips, brake blocks, fubrfcants ¢ sand)
= “TE-controlied parts” are defined as panto strips, brake blocks, lubricants or sand.

¢+ Manage the supply chain for “0EM-conteolled parts” to provide parts to YTransnet on DDP-paid basis
and in tine with the Service Level Targels

» Stote the “DEM-¢ontrolled parts™ in either Transnet's warehouses or at 2 facility in South Africa ta
ensura the Service Level Targats

* Note - parts sipply and warehouse management aclivities far “TE-¢ontrolled parts” are undertaken by
Transret

Note —matetials required for operator induced faulls will be extisded from the agreement, and will be
ordered through procurement basad on the lead times and pricing provided by the GEM. The OEM s to
provide Transnet with a competitive offer (lead times and price} for all items. No contract shall be
eancluded until the list of components Is provided by CSR_ This fist wifl ba part of tha contract and will
be used to order mateds! for driver induced fallures. in Bne with the NTR, this Nt will sthi ba subject to
"meet or release”.

“Checksheet management ¢ Provide technical advisory (o Transaat In rezpect Lo an update of revision of the maintenance check

sheets as may be required from time to time to

- incarporate actions from the reliabilily management process

- Refiget canfiguration changes following embodiment of an FMI
Adapt the malntenance workfow as a result of Transnet's LEAN process

Lipdate, revise and amend the SOPs and manuals a5 may be required from time to tme to support the
lacomgtive performance targets as set gut in ANNEXURE &

Manage and control the consistent and conform usage of chack-sheets during the execution of
maintenance activities

Maintain an archive of all compiated check-sheets for a period of fiir less than 12 mowths fallowing
completion of the maintenance intervention

.
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Skills and knowledge T et the Capatility Development Plan developed by the OEM and agreed to under the a'géeement "
transfer In response 1o the Skilis Deveiopment requirements set cul in ANNEXURE C _

Custamer care and * Nfa, activity is undertaken by TFR and TE ' s
incident recovery

Performance expected

CSRs perfarmance within the MRS contract will be measured as follows (as stipulated within the

NTR):
1 Parts Avallability

Parts avaflabllity reflects the OEM's service leve! perfarmance in respect of assuring sufficient availability
of spare parts for maintenance. The service level will be expressed through the number of days a
locomotive is unavalable for service due to a required spare part not being avaiatle for maintenance.
The metric shall be reported separately for each Sub-fleet under the agreement, with a Sub-flest meaning
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the collection of technicatly common locomatives serviced at a specific depot. The penalty will be applied
on the aggregated metric from all the sub-fleets under the supervision of the OEM which shall be
calculated on & monthly basls,

The technical assistant from the OEM and TE’s chief technicat assistant at each workshap will define the
moment in which the locomotive Is awaiting parts from the OEM, The iocomotive will only be desmed to
be awalting parts once all other required services are completed and If the locomoative is not awaiting
parts from ¢ther partles,

The requirements for material availability are based on the specific targets set for the different scheduled
and unscheduled services. Materials will need to be available within the time frames agreed upon at each
depot. Below is a sample of the typical targets within each depot for each type of service, The OFEM will
need ta ensure that it can provide the parts with sufficient time for the installation to take place within the
agreed workshop time frames,

Indicate workshop times for inkerventions:

Electric Locomotives

dedulﬁd Interventions T Tal';;—ﬁum §
N A(s0 ;.270 days) o ;huurs (1 shlft) i
Em - B i 8 hours (1 shift) _|
e _C. (Yearly) S 24 houl;s (3- -shifts)
S | e
Unscheduled Interventions Target hours
Minor Corrective Interventicns 2 hours
clacement of » major tabe camponens | 8hous (1)
fﬁ:::: erttervemions requiring a bogie 16 hours (2 shifts)
arine gAY r Gebe Sl 24 hours (3 shifts) |

The maonthly locomotive days lost due to stock-outs for an individual iocomotive shall be calculated as per
the following formula;
Formula 2:

2=X

Where:
Zis Monthiy days-lost due to stock-outs
Xis The number of days a locomative is

unavailable for service caused by the
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unavailability of parts or materials required
for locomotive maintenance during the
measurernent month.

2 Locomotive Reliability

Locomotive reliability reflects the service level of the OEM in relation to the continuous defectfree
operation of the locomotive. The service level wii be measured through the average number of faults per
Locomative in relation to distance travelled, expressed as Faults per miflion Klometres {FPMK} travelted.
The metric shall be reported separately for each Sub-fieet under the agreement, with a Sub-fleet meaning
the coflection of technically common focomotives serviced at a specific depot. The penalties wiil be
applied to each individual fleet under the supervision of the OEM which shall be calculated on
a monthly basis. For the metrics to apply, the OEM will need Yo reach “critical mass™. This will be
defined as the day in which the OEM’s 50 locormotive is accepted Into the fleet,

The expected reliabllity will evolve through the contract and the respondent will be required 10 provide
higher levels of reliability after the 2° year of locomotive operation and again after the St year.

Transnet requires the OEM to achieve average number of faults that are equal or fower than the target
values.

The OEM will ot be responsibla for faults created by driver induced faults, however, the onus will ba on
the OEM 1o prove that the fault was not cause by a quality issue with the malntenance.

Fafiures will be measured in 4 categoriss:

1. Catastrophic in-service failures - Measured as failures where the locomotive cannot be
removed from the track without a team being deployed to maintain the locomative in-
situ. The target for this failure is 0. It is expected that the OEM will not experience these
types of failures throughout the life of the contract. The description of the penalty
scheme and its measurement is included within section 3 of this annexure.,

2. Critical in-service failures ~ Is measured as the number of trains that are cancelied due to
a fault with the locomotive. The target is expressed in FPMK,
3. Major in-gervice failures - Is measured as the number of faults that cause delays to train

depariures of greater than 15 minutes.
4, Unscheduled sheddings ~ Measured as all mechanical fallures to the locomotives,
inchuding critical, catastrophic and major failures.

A more detailed description of these fallure categories and how they will be measured is included below,

Criticat In-Service Failures
Trains cancelled cause immeasurable fosses to Transnet and thus ali efforts should be made to
minimise the faults that cause any cancellation of trains. Each train cancellation suspected to be
attributable to bad maintenance will be investigated by the OEM and Transnet to assess the cause,
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ﬁned as those failures ﬂ!at cgu

'Number of trains cancelled during the | 2.8 FPMK yr 0-2

first 2 years of operation of each

CS‘;/ locomaotive

Number of trains cancelled between the| 2.3 FPMK yr 3-5
3" and 5™ years of operation of each
locomotive

Number of tralns cancelled after the first| 2.0 FPMK yr5¢
5 years of operation of each Jocomotive

“The limit of train cancetlations allowed on any given month shall be calculated as per the following

formula;
Formula 3;
Z=X*Y + 1,000,000
Where;

Zis Calculated train canceliations atiowed for
the month rounded up to the closest
integer;

i Target as shown in the table above
expressed in faukts per milion km's

Yis The total distance traveiled by all of the
locometives of a specific fleat during the
calendar month being measured

Example:

2.8FPHMK * 800,000 kms IR
1,000,000 T

z =
Reunded up => 2=3,

Thus, if the OEM experiences 4 cancellations, it will be penalised, but if it experiences 3 it will not,



The OEM shail be deemed to have exceeded the limit if the number of cancelled trains is higher than that
allowed as per the above formula on any given month.
The definition of & failure as it sffects train cancellations is based on mission reliabifity. Train cancellations
will be attributed as an OEM failure whenever:
¢ A locomotive that Falls in-service causing the train to be cancelled. Transnet will make every
effort to replace the locomotive and run the train, however, if the train slot is missed, the driver
will have to cancel the train. The fallure could occur whilst starting the locomotive, as well as
while the train is running.
» A canceliation is caused by an undersupply of locomotives that can be tracked back to either an
undersupply of material or the reliability of the locomotives,
In the case of the FMA only, additional to the above, the OEM will also be penalised when:
+  Cancellations can! be attributed to an undersupply of locomotives as per the agreed train pian
this indludes, but is nat limited to, the OEM performing interventions within a tongar dwell tirme
than was envisioned,

Maior In-Service Fail
Major in-service failures are defined as those that cause a greater than 15 min delay to a train at
departure and/or en-route. As part of the locomotive supply agreements, the OEM should have
trained Transnet sufficiently to undertake the duties required to prepare a locomative for service.
However, shoutd the OEM want to provide additional support to Transnet to ensure locomotives do
not cause defays to train departures, this will be at their own cost.

Transnat will manage the process for assessing the cause of each failure; the OEM will have an
opportunity to investigate each of the faults assessed against it.

32! o L s S
Moetric Target Value
Faliures that cause a 15+min delay to a 10 FPMK

train during the first 2 years of operation of
each locomotive

Failures that cause 2 15+min delay to a train 5 FPMIK
between years 3 and 5 of operation of each

locomotive

Failures that cause a 15+min delay to a train 4 FPMK

after the §* of operation of each locomotive

The number of faults per million kilometres travelled shall be calculated as per the following formula;
Formula &:
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Z=¥%+Y ¥ 1,000,000

Where:

2is

Xis

Yis

Unscheduled Sheddinas

Unscheduled sheddings are measured as the total number of failures experienced by all the
locomotives within the OEMs fieet. They will include all catastrophic, critical and major fauits, as well

Faiiures causing greater than 15 miaute
delays per million idlometres travelied;

The number of Faults, Defects or
Malfunctions that cause a 15+ minute delay
to a train at departure and/or en-route in
relation to the Locomotives within the GEMs
fleet during the cafendar month being
measured;

The total distance travelled by the OEMs
locometives during the calendar month
being measured

as other faults that do not directly affect the execution of the train plan.

OEMs must make use of condition based maintenance technologies to reduce the number of faults,
It is expected that the number of faults experienced by the locomotives will be reduced throughout

the lifetime of the contract through the use of such technology.

Ta
Metric eraet
Faults per million kilometres travelled during the 15
first 2 years of operation of the locomotive
Faults per milllon kilomatres travelled between the 10
3™ and 5% year of operation of the locomative
Faults per million kilometres travelled after the St 8
year of operation of the locemotive

The number of fauits per mifion kilometres travelled shall be calculated as per the following formula:

Formufa 5:

Z=X+Y* 1,000,000

Where:
Zis

Xis

Tis

Faults per million kilometres travelled;

The number of Faults, Defects or
Malfunctions in relation to the Locomaotives
within the OEMs fleet during the calendar
month being measured,

The total distance travelled by the OEMs
locornotives during the calendar month
being measured
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The OEM is required to provide a Service Level Guarantee in respect of Locomative Reliabiiity far all of the
metrics set out abave (catastrophic, critical, major and unscheduled sheddings).

The watranty penaity mechanism will stil apply for the period covered by the locomotive supply
agreement.

3 PERFORMANCE GUARANTEES AND PENALTY MECHANISM

Transnet requires the OEM to provide a Service Level Guarantee In relation to the Service Level
Requirements applicable to each of the Maintenance Service Options. Such Guarantee is to be
provided through the submission of a Service Level Compliance Decleration, refer to paragraph S as
part of the Respondents proposal. Through submission of the Service Level Compliance Declaration,
the Respondent formally accepts the Service Level Requirements and the Penalty mechanism
stipulated herewith as a binding contractual obligation of the proposed maintenance services,

Transnet considers the execution of 2 maintenance agreement in relation to the proposal submitted
by the Respondent conditional on the inclusion of a penalty mechanism based on the following
tarms:

* A penalty shall be paid tc Transnet if the OEM fails to meet any of the Service Level Guarantees
provided under the agreement;

»  Separate measurements and determination of penalties will be made in refation to each of the
Service Level Guarantees provided under the contract;

+ ‘Transnet will issue a Penalty Certificate to the Service Provider within 30 days of the last calendar day
of each month, indicating the Penalty amount accruad during that month;

s Penaity payments shall be made to Treasnet within 19 (ten) business days of Transnet issuing the
Penalty Certificate;

s Transnet reserves the right to off-set penalty payments against any invoices issued by the Service
Provider in relation to the maintenance services provided;

»  Payment of penalties represent a binding contractual obligation of the contractor and is excluded
from any arbitration provisions the parties may choose to Implement under the agreement;

» The issuance of a Penalty Certificate requires the OEM to develop and present fo Transnet a
corrective actien plan to rectify the service level, efiminate all root causes for the failure to meet the
guaranteed service level and demonstrate to Transnet how the corrective action pian will be
implemented;

+ Any costs associated with the implementation of the carrective action plan are the sole financial
obligation of the Contractor and must not be recovered from Transnat;

» Transnet reserves the right to audit the Service Provider on the execution of the corrective action
plan;

+ A continued (3 months), recurrent (3 months aver a 12 manth period) or material failure to meet the
Service Level Guarantees under the agreement shall constitute a breach of the agreement and
provide Transnet the right to terminate the agreement at its sole discretion; and,

«  The availability and reliability will be measured on & Transnet system and this is the system that will
be used for ali transactions and/or penalties,

v Penalty values wilf be escalated at the same rate as the contract payment on an annual basis.
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3.1 Parts Availablfity

s  Penalties for parts availability will be applied on a per day basis and the penalty pericd will begin at
the moment agreed by both the TE and OEM technical advisors and terminated by the TE and OEM
technical advisors once the OEM has delivered the material to the workshop.

+ Penalties will apply to every locomotive that waits for material in the workshop which wili be
aggregated at the end of the month and ¢2n be applied to the payment made to the respondent.

Target
Mebric valiie Penaltyt
0-48 hrs R 1,750/day
Locomotive held back for material
48hrs+ R 5,000/day
Exclude from
moathly payment
If the liability cap is reached and the -
locomeotive is still “held back for . ("“;‘I:a::;-'::r_"‘“'
material” status maintenance on this
locomotive)
3.1 Reliablitty

The QOEM will be penalised for reliabllity In four ways. The penalties and the description of these are
shown below.

Catastrophic in-service fauits;

A catastrophic in-service fault will be defined as a fault where the locomotive locks up and blacks the
track. The fault will he deermned as a catastrophic in-service fault when the locomative cannot be
moved back into a workshop on its awn traction or be shunted back and a crew has to be deployed
to rescue the locomotive in-situ,

These failures cause immeasurable losses for Transnet and therefore will need to be avoided at ali
costs. Below are the penalties that will apply to all catastrophic in-service faults. A process will be
created to establish the source of the fault prior to assessing the penalty onto the respondent.

Metric time Penalty

1% of total monthly

1-12 hrs contract value for the

fieat

Time the locomotive is blocking the track 12-24 hrs ;ﬁg;ﬁlluggp t:1ye
fleat

5% of total monthly

>24 hrs contract value for the

fleet

¥ These penallies will be escalated only a yearly basis at the same rate as is agreed between Transnct and the OEM for
the overall contract,
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The OEM should stipulate the required performance from the Transnet staff in terms of the recovery
of the locomotives. The activities performed to recover the locomotives shafl not form part of the
scope of the respondent. However, the respondent is encouraged to suggest productivity
improvements that will reduce recovery times throughout the contract life. The penalty above can
be assessed several times during a single month should the OEM experience more than a single
catastrophic in-service fault,

It is expected that the OEM will not experience any catastrophic in-service faults during the lifetime
of the contract. Every catastrophic in-service fauit will require the OEM to perform a thorough
analysis of the cause and to present a mitigation plan to Transnet to prevent it from occurring again.
Shauld the OEMs mitigation plans not be satisfactory or prove to be successful, Transnet reserves
the right to cancel the contract.

Criticat Failures:

Penalties for critical failures will be assessed based on the number of trains cancelled above the
calculated target described within this annexure. Trains cancelled cause immeasurable losses ta
Transnet and thus all efforts should be made to minimise failures that cause any cancellation of

trains.
Above calculated
N 2.5% of total monthly contract
| velue for the fleet |
3 5% of total monthly contract
Tralns cancefled above . vaiue for the Reet

target 10% of total monthly contract

value for the fleet and QEM is
34 given an opportunity to rectify

performance before Transnet

| - B has the right to terminate

(“? Major Failures:

Penaities for major failures will be assessed far faults measured as those that cause a greater than
15 min delay to a train departure,

Metric Above target Pennlty

01 1.2% of total monthly
contract value for the Reet
12 3.6% of total monthly
contract value for the fleet
Faults per million kilometres 7.2% of total monthiy
travelled contract value for the fleet
and OEM is given an
i+ opportunity to rectify
performarice before
Transnet has the right to
terminate
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Unscheduled Sheddings:

Penalties assessed for unscheduled sheddings wifl be above and beyond any other penalties
assessed for major, critical and catastrophic failures. The OEM is encouraged to make use of
condition based maintenance technologies to minimise all in-service failures and perform
unscheduled sheddings where necessary. However, the OEM will need to work with Transnet to
ensure that locomotive maintenance does not affect locomotive availability.

Abova
Metric target Penalty
0.3% of total
01 monthly contract
vahie for the flest
0.9% of total
1-2 monthly contract
value for the fleat
1.8% of tatal
Faults per million kitometres travelled monthly contract
value for the fleet
and DEM Is given
24 an opportunity to
rectify
perfarmance
befare Transnet
has the right to
terminate

3.2 Liability Cap

= The OEM's liability due to performance will be capped at 2 maximum of 10.0% under all three
contract ogptions.

»  The habllity cap will be broken down as follows:

o Parts unavailabliity and major fallures will be capped (jointly) at 3.6% of total contract
value,

o Penaltles for critical and catastrophic KPIs wili be capped at 10% of total contract value.
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. CERTIFIED EXCERPT FROM THE MINUTES OF THE SPECIAL BOARD OF DIRECTORS OF TRANSNET
- SOC LTD MEETING NO.2.48M7FY HELD ON 28 JULY 2016 AT 15:15 AT 1659 CAMBOURNE CIRCLE,
. HIGHGATE VILLAGE, DAINFERN s o

3.2 Maintenance Agreement for Locomotives

RESOLVED that the Board:

¢ Recommended that the Sharcholder Minister approves the business case and award of the
maintenance services to China South Rail {'CSR’) in terms of the option in the Locometive Supply
Agreemantis).

»  Approve delegation of authority to the Group Chief Execuiive or his designate to approve and sign
all refevant documentation and amendments {l.e. LOI, Contracts and subsequent amendments)
pertaining to this matter on behalf of the Company post the Shareholder Minister's approval.

2 16HTEYI
(\} Cetified a irus excerpt.
Kind regards
O
NOKUTE!ULA KHUMALG
Group Company Secretary
Date: 14 Decernber 2016
Transnet S0C L4d Cartion Cantm .0 8ox 72501
feglstration Number 150 Cammissiorer  Parkview, Johannasburg
1990100090030 Sireat South Africa, 2422
Johannesturg T +27 13 308 2466
2001 F 427 11 308 2420
Diractora: LG Matase (Chai S} Gama® (Group Chief Execulive} Y Forbes GJ Mahizlela PEE j
SGShg':m an{ﬁiﬁﬁﬁ;ﬁ;}mm( %r’ X } Y Forbas Wathekga ZA Nagdes YM Nkonysne 50 Shane v trangnelngd

‘Exacufive
Group Company Secrstary: NE Khumato
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r Iza 11 308 2312

To mmdpMmmomwmmmmﬂm Tramnetwnmng
From : Clayds Chidaushe; Acting Chief Financia! Officer; Transnet Engineering
Déte : 18 June iﬂ%ﬂ
D s 1

1. In‘terms of & sighed Letter of Award ("LOA") between Transnét and CRRC E-loco (CRRC,
fungerty CSR); Transnet Groiip Finance made &h advarica phymefit to CRRC on 1 October
2016 uf an amount equal to 10% of CRRC's 'Best -and Firial Offer ("BAFO") being R818
mililon excliding VAT (R704,5 miliion Including VAT). This émounit was then tansferred by
Gmupgfﬁnaﬂce into Tmnmet Engineering's (TE) cument account thereby Increasing TE's
overdraft and finance charges.

2. The maintenance arangement has not been Implemented yet as the process to finsfise its
operationalization is In progress,

3. Considefing ‘the working capital requirements of Transnet, it would be Mm ihthis
amount fs pakd back to Transnet pending thefinalization of the malntanance arranger

4, The purpose of this mérm:andum Is to:

» Obtain the approval of the COAM to recall the On Demand Guaranitee; and
* Sigh aif the relevant documentatiori to recall the Guarantes,

s.rmmetmedamwmpw(mmmmswm 196405!1'3@&:
provision of maintenance spafes and rellability services. TE hiss Sibsbtiiently lssiied a letier

i sl
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of award (LOA) to CRRC for the supply of spares and other materials and certaln techinical
support services for the 559 lucomotives that have been supplled by CSR, now CRRC.

6. The prepayment mentioned above, was made and approved after all the govemnance
processes were followed; the approval of such pre-payment was for the Increase for the
unforeseen capex. We annex hereto a copy of the approved memorandum dated 26 October
2016 annexed hereto as annexure “A”,

7. There is currently & draft MRS agreement between TE and CRRC which document the
outcomes of the negotiations between TE and CSR and hence Implement the key provisions
of the LOA and mark the commencement of malntenance services. Although the prepayment
was made on 1 October 2016, CRRC has not yet begun with executing plans to maintaln the
559 locomotives.

DISCUSSIONS & LEGAL IMPLICATIONS:

8. The terms of the APG are that prior to the issulng a demand payment on the guarantee, TE
will firstly inform CRRC of thelr intention to recall the APG,

9. All legal issues have been considered and the APG can be recalied. This recall will not
amount to any breach of contract by TE or CRRC as the agreement between the Parties wili
still yemaln and Parties will engage each other to ensure that the maintenance services do
take place In the future,

*"’) 0. After this request to recall the APG has been approved, al the steps required to be
' followed in terms of the provislons of the APG will be followed to Implement a successful
recall of the funds.

11. The recalling of the APG will not Impact the delivery of the 1064 and payment of the
advance payment can be made when both parties are ready to execite the agreement.

FINANCIAL IMPLICATIONS:

12. The recalling of the guarantee wifl increase Transnet’s cash resources by R618 million with
interest cost savings of approximetely R70 million per annum.

REQUEST T0 RECALL ADVANCE PAYMENT GUARANTEE (APG)
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BUDGET IMPLICATIONS:

13. The recaliing of this payment was not bucigeted for in the current financial year. Transhet
wiil benefit financlally from this recall.

RECOMMENDATION;

18. It is recommended that Chief Officer: Advance Manufactuing approves tha recaliing of

the on-demand guarantee.

COMPILED BY) h RECOMMENDED/NOY-RECOMMENDED BYT
S 1 T4 .

Acting Chlef Finandial Officer ——Lenera| Coupse)

TRANSNET ENGINEERING TRANSNET ENGINEERING

pate: 27 7 2} ja018 Date: D /_©7 /2018

NOTED BY:

MOHAMMED MAHOMEDY
Interim Chief Financlal Offlcer
TRANSNET SOC Ltd.

Date: / {2018

REQUEST TO RECALL ADVANCE PAYMENT GUARANTEE (APG) 3



