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PURPOSE;

1,

The purpose of this memorandum is for the Acquisitians and Disposals Committee to
recommend that the Board:
*  Approve the appointment of consultants for:
*  The Cost Savings and Effidency Propasal for 1scM from Nkanki Incorporated
whkhméppmda:apenﬁttedﬂonﬂud&tmbymem
Committee.

Commercial from Nkonlg Incorporated which was approved as & permitted
Non-Audit service by the Audit Cemmitzee,
*  Delegate authority to the GCE & sign aif documentation Including the contract
documentation, :

are buresucratic, extremely complex, contalns restrictive red tape which Ie

admfnistratlveiy overburdening, and are not Supporting business to be responsive and
effective in both the shost and leng term.

view to Identifying key Initiatives that can be daveloped and implemented to improve
“EBITDA*, whilst stil) maintalning compliance to the regulstory and govemance

-Tequirements of Transnet. These fnitiative must include the development of Strategic ™

Supplier Partnerships, the developmyent of category Strategies and the setting up of
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Menftoring of proyress on approved improvement Campaigns,
The requisite resource tapability to deliver the identified action plans, if requtred.

L]

»

s Strateglc Sourting Opportunities Execution,

. Qualitative Enhencement of Suppiy Chaln Optimisation,

» work breakdown structures and attendant reparting for €ach

In order to capture this apportunity and make it sustainabie:

.* A twenty fourmenﬁapmgmmmelspr@osed,menabieﬂmmtsm@
Idenlﬂ!edaﬂdtobeapprwedby'ﬁam
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s, The project wia-ggmmm one week sfter the approval of the propasal.,
ze.mhngermact“peﬁcdwmaﬁowformeéfmgfmnmmnetmmempmym

17. The assignment fails within the guidefines for the provislon of non-audit services by TIA
as:

. ﬁsmmmmwm@mwmwammm:mu
EBITDA and NPAT:

*  Xis abo akmed at enhandng the governance and control environment; and
» !tdnumtmmfmmeﬁacﬁvem of the annual audkt plan,

basts,

Benchmarking on Iron ore ral) transport,
Maiistwppmmmemmofﬂwmmemkeorpayagfeement
mmmwmmwwmmmmmm
management compliance revenye Mmanagement and new customer on boarding,

18. Qurently Group Commerdal does not hava the necessary capabilily and resources
muymmmmeabmuqmmmmmmmsmmmm
an external service provider.

20. Nkonki has submitted Propesals to essist management with the requirements listed
above,

2i. anﬁhasbeenpmfermdmmmspm}ectdugtomefu!hwmg:
*  They have InwmmmfmwgeafmmmmvwnmantMughmm
engagement; _
o Themeofﬂkmaklﬁ:mughmemmbmaﬁmmmettobepmidedwm
@ range of siifled resources with the m!matmmmdfn&shymwge
at a blended rate of R938 which Is far below the market price,

zz.Theiongercomctpeﬂodmmowfomemwskmw Transnetand Is employees,
23. The assignment falls within Htegu!delinesformepmwaonofnmwdltmees by TIA
as;
® ItisawmaddvaiuebyenhandngMomandwmenueﬂaMnsmtm
therebyﬁwreasemm_ﬂm‘r;

. Risaboaﬁnedatenhanﬁngmegovmwmimmnt; and
. k@smmmMMMMhﬂma!au&m.

%




be rewarded according to an Implementation miles to be agread with

maammmm:a%wmmmammmmm
mmwmmmm.mmwmmmgmmmm
mysmatmummomwﬂnxﬁwﬂgmmmm:bmmmd
range between R1,1 bilion and R2,6 bitiion, This would place the possible gain
mmatapmm'momm;me 0s are achleved. Further
WWMMMMMMIMQ;&GW&

31.1.3. The cost of the cost v lﬂiﬁaﬁveswm,bedhcﬂyﬁmm&mnﬂ\emg

31.14. On the révenue enhancement grogram the revenise tariffs work wil be outcome
based arxd the cost {on a gain shiare basis of 12% ta1 o) will be saif ‘
thrpu’g‘aﬂaelwsgq anif ﬂzatwﬂt!qeﬂng!isedvmbﬂlewammgﬁcnmetake
o pay agreements and will be sublect t the final negotiations with Nkonkj,
There is possibility to get an Increased terff on Iron ore as one of the contracts
Is approximately z?%mmmwmgem. This could pron
edditional annual revenue of R1,055 billion on approximately 35 mifiion tons
annus volume. The gain shere on this would be approximately R12Z7 milion,
Further revenues can beenbancedﬁ:rough the other tariff initiatives,

32. Fee Yased/fixed fee:

2.1, Thef&bﬁdmmmkeaguammemhemwammmmtnaMt
wfmmmhmwmmwmmmWaMmaﬂ
revénue are produced and realised,

3z2.1.2 melmmentstoﬁma@amm eﬂenttwcfmammmas
weﬁaaﬂmhﬁnommc@a:mmemhameptmmm(mmngma
teriff work} wil hebamdmatﬁnamdm%l basis, Itis expected that the
fo stipulated below, the expected

Project Fuli  Time [ Rats per | Duration Expected fola]
Resources | hour

o

e
R 038

it
T

Toial

32.1.3. We anticipate ﬁm g; ::st for gﬁdﬁemv mtge process Improvements gs
projected above recovered through costsavmgssanmtedby
%mmwmﬂmmwmwmvmm

Incurring on its current procurement analytic solution of approximately R50
miliien for the 24 month pericd,

- N

<ast_saving_iniative sifundng Qe
d:unnﬁmqus!g,andiabmamagﬂnmmwngy. Nkm_ldwﬁlmus




RECOMMENDATION:
38. The Acquisitions and Disposals Committee to recommend that the Board:
*  Approve the appointment of consultants for:
*  The Cost Savings and Efficlency Proposal for 1$CM from Nkonki Incorporated
which was approved as a permitted Non-Audit service by the Audit
Cormmittee,

Recormmended By
1

{mptnwe sifagd
Chlef Legaj, Counset
Date @eg o/ T
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