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CONFIDENTIAL AND PRIVILEGED D S 1 r
DRAFT MINUTES OF THE MEETING OF THE BOARD ACQUISITIONS AND DISPOSALS COMMITTEE NO.13/01 '
HELD ON 29 JANUARY 2013 AT 12:40 IN ROOM 723, 1ST FLOOR, THE JUNCTION, MODDERFRONTEIN ROAD,
L ESSELENPARK, KEMPTON PARK
' Resofution Nof .
For Attention
1 CONSTITUTION OF MEETING
> 11 Present
Mr M Sharma Chajtman
Ms Y Forbes Member
Mr ME Miwanazi Member
Ms DLJ Tshepe Msmber
1.2 in Aftendance
Ms NP Mnxasana Non-Executive Director
i Mr B Molefe Group Chief Executive
Mr A Singh Group Chief Financial Officer o
Ms NJ Mabandia Group Exedtlive: Ghoup Legal Services _
Ms P Difeto Ceneral Manager: Office of the Group Ciief Executive
4 Mr G Pita Group Chief Supply Chaln Officer
r Ms N Khumalo Deputy Group Compény Sserefary
13 Apologies
: Ms NR Njeke Member
' 14 Partial attendance
; Mr P Parbhoo McKinsey Consulting
: Mr Sl Gama Chief Exacutive: Transnet Freight Rail
Mr T Jiyane Executive Manager. Supply Chain Services, TFR
Ms D Strydom Execulive Manager: Capital Planning and Govemance,
TFR
! Mr R Basson General Manager: Project Execution, TCP
; Mr K Phifiela Group Executive: Commercial
Mr J Mackay PSP Transaction Advisor: Commercial
» |15 Welcoming and Signing of Attendance Register
' i The Chaitman wealcomed ali nembers and atténdees present at the mesting and wished
|

them well for the year ahead He welcomed Ms NP Mnxasana io her Inaugural meeting.

Having noted fhat there was a quorum, the Chaitman declared the meeling duly

| -consfituled. The Attendance Register was circulated for signature. The Cheirman noted
) apologies from Ms Njeke.

|16 Adoption of Agenda

l The agenda was adopted as tabled.
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.I 2 Resolution No/
A For Attention

51 Manganese Rail Expansion Project
Messrs Gama, Jiyane, Basson and Ms Strydom joined the meeting at 13:33

i 5.1.1 Management took the Commitiee through the submission as contained in the pack. The
i submission was faken as read. The projest was tabled as a prelude to the main project
I that will be submitted to the Committee in the latter part of the calendar year.

I _
| 5.1.2 Management informed the Committee that the project has been spiit into rail and port
, focus areas. It was envisaged that the new port will be operational by 2017, It will be
,_ implemented In two phases. Thé Chairman was of the view that the project should have
* been planned in an integrated mannér by the-port and rail teams; and presented as a joint
project. The Committee sought comiort on the fulfilment of the dependencies: Ms Forbes
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3 Resolution No/
For Attention
advised that she would prefer to have a project that will clearly articulats the plan;
calculations, focus areas, implementation and monitoring.

513 Management provided assurance on the aspests covered in the phase two of the project,
The rail and port teams have taken care of all the dependancies and will be in a position to
present the sequencing thereof. Whilst TNPA was busy wilh the busiess case, an
external sorvice provider was dealing with te identificaion of possible flaws snd the
required approvals, amongst others, the environmental approvals,

514 The Chairman enquired If the pricing structure was modelled against elasficlly and advised
that stackpiles are but one example of a facior that-cail create challenges. He further
sought clarity on the plan for the price; if it will be 4 pass-through to the customers ard if it
will be .across the boand or proporfionate between the junior and major miners, ,
Management assured the Committee of the-processes that have besn undertaken in the
identification of junior miners utiised price detstnination methods and the objgctives that
the Company was aiming to achieve wittiin the project, Trie project has a break-even tariff
of R275# which is 'set below the thrashold “affordable” taniff- of approximately R3114 to
‘support the developiment of emerging miners.

515 Management informed the Commilttes that tre. imited stockpile space at the Port of
Ngqura was a concern as. the envisagad common user facllity is estimated o create
4mipa capacity of the 16mitpa allocation. The sompilation yard is next to the termingl, A
200 wagon tizin in Mamatwane will be R79 per ton on the new operating model compared
to e cument R180 per ton. There will ha significant costs savings for miners.
Management informed the Committee of the elronmental considerations and the need
lo vacale the Port-of Poit Elizabath due 10 the fact that the faclity has exceeded ils ussful
life, Mr Mkwanazi informed the Committes that he Gompany was supposed 10 vacalé the
Port of Port Elizabeth on a cerlain dale, and TNPA has the responsibility to buld the
terminal for the manganese transporation process regardléss of the port . terminal
operator. The project will support other grows plans. The rail business case will be
completed by 31 March 2013,

Phase 2-of the project is not interiinked with the approval of the investmant submission
tabled before the Commitiee. Managartient will submit 2 comprehensive proposal for the
Commitiee's consideration in relation 1o phase two in May 2013,

l: 516 Management assured the Commitiee that the delays. relating to the non-appointment of
the port operator; late commancement of the FE_3 stage ‘and the lead-times for shiploads
will not adversely impact on the proposed investrient, ,

The Committee agreed on the format for the submission of infegrated projects. The
submission:
' * should detail all the dependencies linkec o the project;

e —

; » should indicate that such dependencies rave been addressed; and -
( I * the affected ODs/SUs should provide undertaking that all aspects of the project -
are in sync.

| Failure to comply will disqualify the project from being considered by the Commitiee.

- RESOLVED that the Commitlee recommended t7at the Board approves the Manganese L!'
Ral Expansion programme from 55mipa @ 16mipa at an estimated cost of ’
‘R2.4bn (estalated) for an initial “no regrets” invesiment. 1311 '

, | Ms Strydom and Mr Basson were excused from the meeting at 14:47
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8 Resolution Nof
For Attention
BOARD ACQUISITIONS AND DISPOSALS COMMITTEE MANDATE
The Committee noted the Board Acquisiions and Disposals Committee mandate as f |
contained in the pack. 1
CLOSE 1
There being no further business fo conduct, the Chairman declared the mesiing closed at
16.55.
CHAIRMAN DEPUTY GROUP COMPANY SECRETARY
DT 0372013 ATE //03/b0 s




Transnet SOC Ltd Carlton Centre | P.0. Box 72501 TRANSNEIT
Registration Number 150 Commissioner Str Parkview, Johannesburg E

1390/000000/30 Johannesburg South Africa, 2122
T +27 11 308 3001 \ 4
F +27 11 308 2638
MEMORANDUM
wiww transnet.net
TO: Board Acquisition and Dispnsal Committee

FROM: Mr. Brian Molefe: Group CHef Executive
T DATET TTTIT JamiETy 2013 ¢ T

SUBJECT: APPROVAL TO FUND THE INITIAL 'NO-REGRETS’ RAIL INVESTMENT
REQUIRED TO INCREASE MANGANESE EXPORTS FROM 5.5 TO 16Mtpa FROM
THE NORTHERN CAPE TO THE PORT OF NGQURA

PURPOSE:

1. The aim of this submission is for the Transnet EXCO to recommend to the Transnet Board
Acquisition and Disposal Committee the capital estimated at R2.38 billion (escalated) for an
initial “No-regrets’ rail infrastructure investment in suppoit of the overall Manganese ore
expansion programime from 5.5 to 16Mtpa.

BACKGROUND:

2. Currently, a total of 6.9Mtpa of Manganese ore is exported from South Africa through Port
Elizabeth (~4.8Mtpa - rail only), Durban {~1.8Mtpa - rail and road) and Richards Bay (~0.3Mtps
-road). Transnet has announced the closure of the PE terminal approximately in 2017 due to
environmental concerns,

3. South Africa as a major supplier is well positioned to capture growth in the manganese Industry.
SA currently exports ~20% of the workf's contestable manganese, holds 80% of known world
high grade resources. With an investment up to 16m tons per annum, RSA can be positioned as
the global leader in manganese production.

4. Demand for manganese Is strongly tied to demand for steel with more than 90% of manganese
used directly in steel production. Assuming a 30% market share is possible, up from the current
20%; it implies a total demand for South African ore of ~16Mtpa.

5. Seversl mining projects in South Africa are currently in development to meet this increase in
demand but these could fail if an integrated rail and port solution is not provided timeously,
Notwithstanding the environmental challenges in Port Elizabeth, the stockpile footprint in the
terminal constrains any further expansion beyond 5.5Mtpa necessitating the move to Nagqura.

6. Transnet has committed to the expansion of channel capacity for manganese exports to support
an annual throughput of 16Mt and have conducted the necessary fepsibility studies.

N Bl o
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7.

91

10.

11,

12,

13.

The scope of the manganese expansion programme from 5.5 to 16Mtpa comprises the upgrade
and expansion of the rail network between the Northern Cape and Ngqura with additional rolling
stock, as well as the provision of a new bulk minerals export terminal In the Port of Ngqura. The
Rail and port investments are prepared as separate business cases, supported by an integrated
financial model to assess the overall economic viability of the preject.

The estimated total capital required for the rail infrastructure investiments to provide capacity of
i6Mpa is R10.52 billion in escalated terms and is supported by paraliet investments to the
éscafated valie of R8711 billion in the locomotives and wagons rofling stack, funded
separately through the approved Roiling Stock Fleet Plans. Funding for this is budgeted in the
MDS Capital Investrment plan of TFR,

The Manganese expansion project is committed to ultimately provide 16Mpta of export capacity
by April 2019, with an initial 8Mtpa available by April 2017 when the new terminai in Ngqura is
expected to be commissioned, Various critical milestones impact these dates:

9.1. The timeous appointment of the port terminal operator through a *public’ Section $6 process
as required by the National Ports Act

9.2, Timeous approval of the rail and port investments
9.3, The construction, commissioning and operationalisation of the port terminal
9.4. Requisite environmental approvals for all rail and port work packages

9.5. The duration of the rail construction programme, currently estimated to be a four year
programme, compared to the three year port construction programme

The separation of the rail infrastructure programme into a "No-regrets’ and Full Expansion is
required to fast track work packages that are on the critical path to meet the committed channe!
commissioning date’ whilst awaiting regufatory approvals (termina! operator and environmental).
To this end, the rail construction programme is separated into work packages that can
commence immediately and that will have a quantifiable benefit to Transnet -~ 'No-regrets’. The
estimated cost of the No-regrets investment is R 2.38 billion.

The 'No-regrets’ investment is required even if the integrated investment case for manganese
were not to proceed, This is because it supports other commodities and is viable on a
standalone basis; and will deliver 8m tons of manganese exports via Ngqura,

Work packages included in the ‘No-regrets’ investment are limited to the partial re-instatement of
the double line section (132km of a total of 243km) between Kimberiey and De Aar, and the
extension of the Rosmead passing loop. These work packages have existing environmental
authorisations as they were submitted for capital approval, and subsequently de-scoped in
previous Manganese business cases (Manganese 12Mtpa expansion: 2008 and Manganese
8.5SMtpa: 2010).

The environmental authorisation for the remaining work packages to support the full expansion is
expected by October 2013,

! The port programme benefits from the utilisation of existing berths in Nooura.

Pape 2
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14. The business case for the remaining capital estimated at R8.139 billion (escalated) to expand
' the rail network to the full 16Mtpa would subsequently be submitted for approval during

. March 2013,

) PROJECT MOTIVATION:
15. The supporting project motivation outlines the henefits of the “No-regrets” investment in support
of the overall Manganese expansion programme.
16. Fast tracking of the re-instatement of 132 km between Kfmberley and De Aar will deliver the

following benefits:

16.1. Capacity utilisation: The Kimberley - De Aar line - classified as a “Heavy Congestion” section
: in the Transnet Long Term Planning Framework - is regarded a one of the critical
bottlenecks in the general freight network with average utilisation above 105% of instalied

capacity.

Figure 1: LTPF Utilisation (2011)
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16.2. Improved operational utliisation and re-instatement of mothballed capacity: The 243km

, second line between Kimberley and De Aar was partly decommissioned in 1997 resuiting in
the retention of only 19km of passing loops. This reduced the capacity of the line and

increased the operational risk associated with fong single line sections in this strategic

corridor.
16.3. Operational stability: The section is currently faced with various operational challenges
associated with limited passing loops, balancing of rolling stock in ti@ section, and the
accommodation of various long distance passenger trains to the ?ealf ang Eastern Cape

Page 3 - p b
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at higher speeds. The current operating environment impacts TFR's ability to adhere to the
fixed train schedule for this section and results in a loss of operational capacity. Re-
instatement of 132km will significantly stabilise operations of all traffic, but specifically
current manganese volumes, Capacity will increase by ~100% from 78 to 150 train slots per
week.

16.4. Operational flexibility: The current line has 13 loops (19km total length) and iong single line

sections. In the event of an incident (operatlonai or network re related) ar planned/unplanned
“maintenance events the ine is'effectively closed as no/ limited trains can cross. Any major
operationat disruption can potentially be disastrous given the strategic importance of the
iine. Additional long crossing loops will provide redundancy to improve operational

throughput and network utilisation.

16.5. Supporting volume growth:

o Manganese: The capacity created by the ‘No-regrets” investments will sustain current
volumes of ~5.5Mtpa through PE and will provide additional capacity of some 2Mtpa
through combined break-bulk and container solutions making use of the PE Muiti-
purpose terminal and PE/Ngqura container terminals, Maintaining exports at
~7.5Mtpa will protect South African producers’ market share and SA’s ability to
capture and retain available market growth.

o Other GF traffic: In the event of the Manganese expansion not proceeding beyond
3.5mipa, general freight volume growth? will be supported by this investment, namely
containers; automotive; grain/wheat/maize; and domestic intermodal traffic. The GF
commodity types and indicative additional volume that can be accommodated are
summarized in Table 1 below. The additional 4.6Mtpa that can be accommodated
fully supports the TFR MDS volume ramp-up for traffic routed over this section,

Table 1: No-regrets: GF Volume growth

Commaodity Annual additional capacity
Passengers (Long distance) N/A
Manganese (current through put at 5,5Mtpa through PE) 1 6080 000
plus bridging capacity through PE MPT and container
terminals
Containers deep-sea 1232 000
Grain/wheat/maize/barfey 720 000
GF (Cement, coal other) 1 080 000
Road-to-rail domestic traffic (Containers domestic) 600 000
Maintenarice and Recovery slots in line with Scheduled Provided in fine with best practice
¢ GF train fengths average 50 wagons per traln. Throughput per trains slot for GF is therefore less wh red
Manganese traing averaging 200 wagons per train slot.

]
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Railway principles maintenance standards

Total X 4 632 000

The Rosmead loop extension will have the following benefits:

16.6. Safety Imperatives: The current operation of book-off working without a 104-wagor
2 - - - crossing loop at Rosmead-poses significant-safety risks;-as-eny-unavailabitity of train-crew to -
re-man a Manganes: train on arrival resuits in the requirement to stage the train at the
: nearest long loop at Evendowns, If a train crew were to stage a loaded manganese train
" with inadequate handbrakes or someone released handbrakes on a staged load, TFR couid

" have a serious runaway situation.

16.7. Rofling Stock Turnaround and Potential Lost Volume: Staging of trains leads to delays in
transit — results in longer turnaround times for locomotives and wagons.

} 16.8. Overtime: The time taken to stage and re-activate tralns is unplanned waste in terms of
delivery of service ko customers,

]

4 RAIL INFRASTRUCTURE INVESTMENTS:

'“; 17. The ‘No Regrets’ Investment is limited to the partial re-instatement at 26 tons per axle (132im)

x| of the second line between Kimberley and De Aar and the extension of the Rosmead passing
loop,

1 FINANCIAL IMPLICATIONS:

18. The cash flows for the ‘No-regrets’ investment is summarised in Table 2, below.

] 19,
Table 2: Rail Infrastructure Cash Flows: No-regrets

] Rm 2012/13 201314 2039/158 2015/t6 2016/17 W17418 2018/19 2019720 TOTAL
No-regrets 0 251 1.094 974 65 0 8 0 2383

20. The prefiminary cash flows for the overall TFR investment is summarised in Table 3, below;

1

H

- Table 3: Rail Project Cash Flows (Preliminary)
"1
J Rm 2012713  2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 TOTAL
T No-regrets 0 251 1.094 974 65 0 0 0 2,383
A Phase 2 Infra’ 58 261 2231 3871 2759 1,136 207 0 8.139
"j :

? Phase 2 submission: March 2012 X\r C

__! Page 5 7/ TE)
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Total

34 327 1336 2.098 2.548 1.449 o8 8.711
Rail /8 502 3043 5.207 4.857 3.684 1.656 98 19.231

Projact

PRELIMINARY ECONOMIC EVALUATION OF THE MANGANESE EXPANSIONS®

21,

22.

23.

The ‘No-regrets’ investment was esaluated as part of the overall Manganese business case and is
not sipportéd by a standaloné financial model, " T h

The preliminary financial results of the combined project (rail and port) has a baseline NPV of
R17.2 billion with a capital investmeznt of R27.6 billion, assuming a tariff of R367/t based on the

current tariff charged. This yields an IRR of 17.8 percent which is marginally less than the hurdie
rate of 18.2 percent.

The project has a breakeven tariff of R275/t in today’s terms, which is far below the current tariff
(R367/t) and below the threshold ‘afforcdable’ tariff of some R311/t to ensure the development of
emerging miners.

PROCUREMENT STRATEGY

24,

25,

26,

As a Strategic Expansion Project, the Manganese expansion presents various opportunities during
the construction and operational phases for transformation, small business development, skills
development, job creation, and iocalization to support govemment policies, namely, the
Competitive Supplier Development Frogram (CSDP) and the New Growth Path {NGP),

The detailed procurement package plan is attached and outiines the respective work packages to
be delivered against project milestones and the requisite supplier development targets. Packages
are summarised according to Construction Contracts; Consultant Services Contracts; Piping
Supply Contracts; Mechanical Equipment Supply Contracts; Electrical Equipment Contracts;
Instrumentation Equipment Contracts; Site Infrastructure Contracts; Turnkey Contracts; Rail
Supply Contracts and EPCM and Owners Costs,

Supplier development targets have been prepared per category and are based on a preliminary
market capability assessment with the majority of the capability falling in the small to medium
range. Contracts for supplier development have been assigned with preliminary procurement
targets.

JOB CREATION TARGETS

27. The number of direct and Indirect jobs for the ‘No-regrets” investments are outlined in Table 4.
Table 4: Job creation estimates

Area Sum of Sum of Sum of Semi Sum of Totat - Total -
Professional  Skilled & Unskilled Informal Direct Indirect
debour  labour flabour, iabour JJobs  jobs
Beaconsfield 96 404 1294 1459 3249 2437
to De Aar
? Funded through approved MDS Fleet Plans /

4
? The financial results are indicative of the expected economic returns and are subject to the Spalisation df

port investments.
Page 6 Q wzms/ca
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PROJECT APPROVALS
28. The approval of the capital for the ‘No-regrets” investments rail infrastructure complied with
Transnet governance:

® On 17 October 2012 the Transrat EXCO unconditionally recommended the "No-regrets’
investrent in support of the 16Mtpa expansion programme to the Transnet Board for approval:

EXCERPT FROM THE MINUTES OF THE GROUP EXECUTIVE COMMITTEE MEETING.NO, ... — . ...

12/12 HELD ON 17 OCTOBER 2012 AT 09:30 IN BOARDROOM 4901, 49TH FLOOR,
CARLTON CENTRE, 150 COMMISSIONER STREET, JOHANNESBURG

“5.13 TFR Nggura 16mtpa Manganese Export (ETC R12 400m)

RESOLVED that the Committee recommended that the Board approves the execution of the first of
two phases to expand the rail netwark capacity from the Norihern Cape to the Post of Noqura to
support the Manganese Ore Expansicn Programme from 5.5mpta to 16mpta at 3 cos! of R2.4bn. 1y

i

Page ? <m 1/13/2013
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RECOMMENDATION:

26. It Is recommended that the Transnet Board Acquisition and Disposal Committee supports and
recommends to the Transnet Board the capital estimated at R2.38 billion (escalated) for an
initlal ‘No-regrets’ investment in support of the Manganese ore expansion programme from 5.5 to

16Mtpa.

RECOMMENDED BY:

Nomfuyo Galeni
Chief Financial Officer, Transnet Freight Rail

Date:

Chi ive, \ansnet nght Rail
Date: o} - Ol /

RECOMMENDED BY:

L

Anoj Singh
Group Chief Finahgial Officer
Date: ea\rs

APPROVED BY:

pald

Brian-Molefe Cliat Mol
Al Group Chief Executive
Date: 20t3.01. 22

95
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MINUTES OF THE GROUP EXECUTIVE COMMITTZE MEETING NO. 12/12 HELD ON 17 OCTOBER 2012 AT 09:30 I
BOARDROOM 4901, 49™ FLOOR, CARLTON CENTRE, 150 COMMISSIONER STREET, JOHANNESBURG

For Attention/
Resolution No
1 CONSTITUTION OF MEETING
1.1 Present
Mr B Molefe Chairman
Mr M Gregg-Macdonald Group Executive: Planning and Monitoring
Ms R Lepule Group Exec:tive: Transnet Property
Ms NJ Mabandla Group Executive: Group Legal Services
Mr CA Méller Group Executive: Transnet Capital Projects
Mr KC Phihlela Group Executive: Commercial
Ms S Pillay Chief Executive: Transnet Pipelines
Mr A Singh Group Chief Financial Officer
Ms EAN Sishi Group Executive: Human Resources
Mr KXT Socikwa Chief Executive: Transnet Port Terminals
Mr R Vallihu Chief Executive: Transnet Rail Engineering
Mr R Wolfenden Chief Audit =xecutive (Ernst & Young)
1.2 In Attendance
Mr M Buthelezi Chief Operating Officer: Transnet Freight Rail
{on behalf of Mr St Gama)
Ms P Difeto General Manager: Office of the GCE
Mr E Lindeque (General Manager: Group Risk
Mr M Sigonyela General Marager: Corporate and Public Affairs
Ms ANC Ceba Group Company Secretary
1.3 Partial Aftendance
None.
14 Apologies
Mr Sl Gama Chief Executive: Transnet Freight Rail
Mr T Morwe Chief Executive: Transnet National Ports Authority
15 Welcome
1.5.1 The Chairman welcomed all members and atiendees and having noted that there was a
quorum, declared the meeting duly constituted. The attendance register was circulated for
signature. The Chairman welcomed Ms Pillay to her first Group Exco meeting. He noted
apologies from Messrs Gama who was in Turkey and Mr Morwe who was not feeling well. He
apologised to the Committee on the delayed commencement.
16 Adoption of Agenda
The agenda was adopted as tabled with the following amendment:
o ltems 5.8, 5.15, 5.16 and 5.17 deferred. .
+ ltems 5.1 and 5.4 were merged. \ \U
o ltems 5.10 and 5.12 were merged. k
2 SAFETY BRIEF
The safety briefing and evacuation procedures were conducted by means of a video X
recording. / s
Group Company Secretarial
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PRIVILEGED AND CONFIDENTIAL

H|
For Aftention
7 Resolution No |
5.13 TFR Ngqura 16mtpa Manganese Export (ETC R12 400m)
5.131 Mr Buthelezi took the Committee through the submission as contained in the pack. The

submission was taken as read. The approval sought was for the first two phases to expand

the rail network capacity from the Northem Cape to the Port of Ngqura to support the
Manganese Ore Expansion Programme from 5.5mpta to 16mpta. The cost was estimated at
R2.4bn. Mr Singh indicated that TFR will design and re-align the rail network capacity with
TNPA's terminal design at a later stage. The business case was submitted to CAPIC for
consideration and TNPA and TPT were tasked to finalise the port plans and TFR was
requested to augment the business case with a “no regref” scenario.

5.13.2 Ms Mabandia was concemed that Group Legal Services was not involved in the process. Mr

: Buthelezi indicated that the comprehensive business case will be finalised in April 2013 due
| to the outstanding engineering studies. The Chairman was concemed by the ‘partial”
approvals. There is a probability that some decisions may need to be reviewed when the

comprehensive business case is tabled for consideration. He requested that Group Legal be

included in the project.

RESOLVED that the Committee recommended that the Board approves the execution of the
first two phases fo expand the rail network capacity from the Norther Cape to the Port of
Ngqura to support the Manganese Ore Expansion Programme from 5.5mpta to 16mpta at a

cost of R2.4bn. 1211210

PRIVILEGED AND CONFIDENTIAL
18 For Attention
Resolution No

[ bbbt

12 CLOSE

There being no further busi i )
15:90. g er business to conduct, the Chairman dectared the meeting closed at

CHAIRMAN

Dae: 2 -2 +/2
Group Exco 12-12 17 Dcl 2012 '

GROUP COMPANY SECRETARY
Date: ) NW&N\&'&K Wi,

Group Company Setrelarial

L eE S

b

2=f 1b

Y






DS2

4.4

4
MINISTER

PUBLIC ENTERPRISES
REPUBLIC OF SOUTH AFRICA

Pyivata Bag X15, Hotfeld, D28 Tl (12 431 1118 Fax: 012 431 1039
Privele Bag X907, Capa Town, B000 Tob 821 481 GIYET Fau (21 465 2381481 1741

Mr. Mafika Mkwanazi

Chairman

Transnet SOC Limited
P O Box 72501
Parkview

2122

Tel: 011 308 2235
Fax: 011 308 2315

Dear Mr Mkwanazi

Application In terms of the Public Finance Management Act (PFMA) for
the Expansion of the Manganese Export Channel to 16mtpa through the
Port of Ngqura

Your application dated 28 February 2014 refers.

Approval is hereby granted to Transnet for the expansion of the manganese
export channel to 16mtpa. | am convinced afler reviewing your application and
business case that this expansion is vital for the growth of the local

manganese industry.
1 am particularly encouraged by the expected growth of established mines and
more so, of the potential created for the emergence of junlor miners. | urge

Transnet to continue supporting Government’s objectives, as contained in the
New Growth Path and National Development Plan, in the execution of this

project.

,



I am concemed though about the high risks associated with this project, in
particular the risk of cost overruns. As per the business case, this risk could
result in estimated project cost overruns of R6.83 billion which is unacceptably
high. In addition to this risk, | am concemed about contract management flaws
that have materialised in some of the mega projects that have been
undertaken in this country. | therefore request Transnet o provide the
Department with a detailed briefing on how cost overruns will be managed
and the intended approach to contract management so as to avoid some of
the project execution shortcomings that we have experienced in the recent

past.

While this is a highly commercially viable project for Transnet, the benefits to
the country from this infrastructure investment must be' clarified and
maximised. By providing this infrastructure, Transnet will be giving the major
domestic mining companies a global competitive advantage and it is therefore
worth exploring what benefits will be derived from this advantage. in my view,
Transnet should engage with these mining companies to define contractuafly
binding developmental obligations associated with unlocking additional
capacity in the rail and the ports. Transnet shoukd consult with the DPE and
the Department of Trade and industry (DTI) to ensure that clear criteria are
defined for what constitutes developmental obligations, to guide Transnet in
their negotiations. Transnet can, at their discretion, involve the DPE or the
DTl in customer engagements. The proposals that meet the criteria as defined
jointly by Transnet, DPE and DTI, should then be submitted to myself for final

approval as part of the commercial agreements.

As per the Government’s Strategic Integrated Programme (SIP) 3 plans, the
development of the comridor includes constructing a manganese sinter in the
Northern Cape and a smelier in the Eastern Cape. The submitted business
case has not incorporated these beneficiation initiatives. | therefore request
Transnet to address me on why these two initiatives were not incorporated
into the business case and a comprehensive Transnet view regarding

manganese bensficiation.



Lastly, in order to keep track of this and other projects, that have been
granted PFMA approval, | request Transnet to provide a separate extensive
report on the progress of these projects on a quarterly basls. The report
should not only provide feedback regarding schedule and cost performance
but also provide feedback on the socio-economic benefits that were outlined
in PFMA application. in addition, should there be significant cost escalations
on this or any other projects, | should be informed timeousty.

| trust that the above mentioned Issues will receive your appropriate attention.

MINISTER OF PU LIG ENTERPRISES
DATE: 2014-{0s[23




deia Matebisi Transnet CorEorate JHB

From: Lydia Matebisi Transnet Corporate JHB

Sent: ) 26 May 2014 11:21 AM

To: 'Siyamthanda Skota’

Subject: Application in terms of the PFMA for the expansion of the Manganese export

channe! to 16mtpa through the port of Ngqura

Dear Siyamthanda

On behalf of Mr Mafika Mkwanazi, Chairman, Transnet SOC Ltd, | wish to acknowledge receipt of Minister Gigaba’s
letter dated 23 May 2014, regarding the above. RR

The letter has been forwarded to Mr Mkwanazi.

Kind regards
Reneilwe on behalf of Lydia

TRANSNETD  Lydia Matebisi
Office of the Chairman and the Group Chief Executive

Transnet SOC Ltd
¢ +27 (0)11-308-2309 B +27 (0)83-387-3494

& +27 (0)11-308-2312  BR lydia.matebisi@transnet.net
www.transnet.net
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Tranunet SOC Ld Cariton Centre P.Q. Box 72501
Aegistration Ko 150 Commizajoner Str Parkview
1890/600%00/30 Johannesburg Johannesburg
2001 Soukh Africe, 2122
T +27 11 308 3000 .
MEMORANDUM
www.trenshetnet
TO 1 Brian Molefe, Group Chief Executive, Transnet S0C Ltd
FROM : Charl Malier, Group Execulive, Transnet Capital Projects
DATE 1 6 August 2013

SUBJECT ; CONFINEMENT AND AWARD OF THE FEL 4 EPCM SERVICES TO HATCH GOBA
FOR PHASE 1 OF THE MANGANESE 16mtpa TFR. PROJECT

PAGES 17

PURPOSE

1. To obtain approval from the Group Chief Executive, Transnet SOC Ltd for confinement
and award of the Engineering Procurement and Construction Management (EPCM)
services for FEL 4 Phase 1 of the Manganese 16mtpa TFR expansion project to Hatch
Goba, the current FEL-3 service provider.

BACKGROUND

2. The Manganese expansion project as part of the MDS investment programme Is a
‘catalytic’ growth profect and supports the development of the Manganese industry
(including various emerging mines) in the Northern Cape, The programme is tracked by
the PICC in SIP 3: South Eastern node and corridor development,

3. T-anspet has committed to provide 16mpta of manganese export capacity by
+ % arch 2020, with an initiel 8mtpe available by August 2018 when the new bulk terminal
in the Port of Ngqura is expected to be commissioned.

4. Verious critical milestones have been identified to achieve these dates necessitating the
separation of the rall infrastructure expansion into separate phases being, Phases 1 and
then 2: Full Expansion programme. Phase 1 is limited to work packages that have
existing environmentai authorisation where construction can commence immediately and
where the investment benefit to Transnet can already be realised during the construction

programme. Environmental approvals for the remaining work packages in Phase 2 are
only expected by January 2014.

5. Phase 1 comprises the partial doubling of the Jine section (132km of a total of 243km)
between Kimberley and De Agr, and the extension of the Rosmead passing loop at an
estimated cost of R2.38 billion and an expected completion date of June 2016, EPCM
cost based to industry norms usually range between 15-18% of project cost. The relative

simplicity and free issue of perway materials on this project have placed it at the %
/ / )



end of the scale. EPCM cost of R220m has been calculated against the total project cost
less free issued materials.

. The business case for Phase 1 was approved by the Transnet Board on
15 February 2013 and Phase 2 Is currently serving at various committees for approval.

. The project milestones for Phase 1 {FEL-4} are summarised below:

Milestone Milestone

Rail Environmental Authorisation Approved

Construction Planning

Award EPCM contract To be complete before October 2013
Site establishment

RAIL Phase 1: Construction to start October 2013

RAIL Phase 1; Complete June 2016

. The detailed construction planning for Phase 1 has commenced. The following risks have
hiowever emerged:

8.1. Transnet’s current EPCM procurement strategy requires public tender processes
between the respective project fifecycle process (PLP) phases. Standing time
between phases can be anywhere between 6 and 9 months depending on the
tender process, quality of bids recetved and the complexity of the project.

8.2, Transnet Capital Projects is in the process of developing a revised EPCM
operating model and strategy based on sound business principles and
incorporating the findings of the NMPP Ministers report and seeks to combine the
FELZ,-3 and FEL-4 phases to the same service provider as the preferred options
to reduce project risks, associated schedule delays and ETC Increases. This
principle is also contained in the draft Supply Chain Management Policy that Is
currently being circulated for approval.

8.3, When reviewing the programme for Phase 1, only six months effectively remain
between the issuing of the warrant and the commencement of construction, This
does not allow sufficient time for an open tender EPCM process to appoint a new
EPCM service provider. 1t also introduces the risk of further project delays should
the engineering service provider wish to Interrogate the engineering designs
produced in the FEL-3 phase (by Hatch Goba). This is @ material risk to the
project timelfines given that the EPCM service provider must confirm professiona)
guarantees for the detafled engineering designs issued during construction, The
estimated start date for site establishment is likely to move out from August 2013
to February 2014 should an open tender process be followed.,

8.4  In quantifying the project delays & is estimated that each 6 month delay period
introduced during the FEL-4 phase could potentially result in ~R80m of escalation
increases in the project’s ETC. This is calculated based on the escalation figures
quoted in the Integrated Manganese Busingss case. The planned Phase 1
construction programme is a typical brown-fickds expansion project and is very
sensitive to the planning and granting of nccupations on the existing lines.




9,

operational planning during construction is also critical to maintain current
volumes through the corridor but also to provide incremental capacity during
construction. The knowledge gained by the EPCM service provider during the
FEL-3 study will be used during construction to oversee and adjust the

programme where necessary during the FEL-4 phase.

A series of frameworks/panels were established in TCP, through a competitive bid
process, for the provision of a variety of services, Each framewocrk/panel operates
independently, with business awarded on a task order bases. Each framework resulted in
the establishment of contracts with a panel of qualifying service providers,

10. Hatch Africa (now Hatch Goba) was then selected, under separate appointments on the

11,

Investment Planning Services framework/panel, for the provision of senvices for FEL 2
and FEL 3 phases of the Manganese 16mipa Expansion Project (inclusive of phase 1).
This was done using the selected process approvael proturement mechenism, Their
selection was mainly due to their involvement in previous studies carried out on the
8mtpa Manganese Project and their experience in rail infrastructure developmemt. Hatch
Africe was appointed for Rail FEL 3 and Port FELZ/3 studies in November 2011 for
R34 mitlion. An increase in the DXV was subsequently approved through a formal NAC
submission {May 2012) increasing the value to R128 million, to include additional FEL3
defiverables required by the OD%s. These included geotechnical and envirpnmental
works. TNPA and TFR approached their relevant CAPICs for approval of the additional

funding.

The final rail FEL-3 study® with various value engineering iterations was completed in
February 2013.

MOTIVATION

12. The motivation to confine FEL 4 is based on one of the four requirements for

13,

14,

! The final FEL-3 study was for the fult expansion wiuch mduded phase 1 of the project

confinement as per the Procurement Procedures Manual {1/10/20112) narnely:

12.1. The Services being procured are highly specialized and largely identical to those
previously executed by the supplier and it is not in the interest of the
organisation or the Government to solicit other offers as it would result in
wasted time and money for Transnet,

Phase 1 is a critical milestone in the 16mtpa Manganese expansion programme and also
supperts the interim initiatives to provide export capacity for manganese customers
through various terminals in Port Elizabeth, This interim capacity Is required to protect
the global market share of local Manganese producers. In order to provide incremental
capacity during the FEL-4 construction period and achieve the Jung 2016 implementation
date, a special procurement process is required.

Engineering design work for Phase 1 as part of the full expansion project has already
been done in the FEL-3 study which can be efficiently pregressed to the final execution
phase by retaining the EPCM services of the same service provider, Any changes in
engineering design between FEL-3 and 4 could impact the scope of individual work
packages and therefore the overail cost, a key lesson learnt on the NMPP project. The
Manganese expansion introduces a new operating philosophy in the general freight
network Le, long, distributed power trains and TFR/Transnet together with the
engineering service provider invested significant intellectual property, research aznd
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development, simulations and know how in defining the infrastructure appropriate to this
philosophy. Up-skilling of a new EPCM service provider on this philosophy will result in
significant project delays. Additional time delays resulting in ETC escalations during
Phase 1 will be avoided by proceeding with the current EPCM service provider.

15. The retention of the current EPCM service provider for engineering services in FEL-4 is
therefore requested as an urgent action for Phase 1.

16.The confinement to Hatch Goba is being requested due to the services being largely
igentical to the services previously provided by Hatch Africa {now Hatch Goba).

17.The current service provider: Hatch Goba has the necessary skills and capacity to
progress the engineering design and preparation of tender documentation for phase 1 of
this project from FEL-3 to FEL-4. The service provider will serve as the single point of
accountability of the required EPCM services and will provide the necessary professional
guarantees required by the NEC3 contracting regime.

18, The confinement and award of EPCM services to Hatch Goba will ensure:

Business continuity;

The retention of Inteliectual Property (IP):

Effective transfer of skills;

Effective risk mitigation;

The assurance that no rework is required to secure professional indemnity; and
Timeous completion of the detailed engineering design and preparation of
tender documentation for the construction phase (FEL-4) of the project.

19.The overall project risk exposure, including cost control and optimizetion will be
managemert through the employment of robust works information, developed by TCP to
especially cater for EPCM services, the employment of a suitable contracting strategy
and the use of various tools for the upfront benchmarking of costs. The aforementioned
works information was developed and reviewed by a cross functional team within TCP to
address the lessons learnt on past EPCM contracts Including the NMPP, Tt addresses all
the key obligations, constralnts, cost management and contract management controls
and ensures alignment with the relevant Transnet policies and procedures, The refevant
performance management, monitoring and reporting requirements are also included.

20. The NEC3 Professional Services Contract (PSC) with pricing option A was identified as
the suitable contracting strategy for the contracting of the required EPCM services, NEC3
PSC Option A is a priced contract with an activity schedule for professional services and
schedule of rates for a predetermined scope of works. Under this pricing option the
service provider carries the risk of proving those services described in the activity
schedule for 2 lump sum, Payment milestones are based on activities completed, Earty
completion of the services while in the context of project requirements, entitle the
service provider to early payment, this in itself becomes an incentive for the early
completion of the works. The works is expected to be executed over a 34 month period
commence as soon a5 possible after obtaining all the required approvals. No early
completion incentives have been provided for save for those inherent to the selected

contracting methodology.
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21. Potential changes will be managed in terms of a risk register and the standard
tompensation events methodology provided for in the NEC3 suit of contracts. Cost
associated with compensation events will be derived from the priced rates schedule and

where applicable proof of the relevant costs incurred.

22.TCP will benchmark costs against accepted industry norms and comparable rates
obtained on other tenders. If necessary cost and/or time estimates will be obtained from

independent sources to ensure and verify that value for money is obtalned,

23. Effective management will be ensured through an owner's team that has been appointed
to monitor the EPCM service provider's performance, This team, led by an experlenced
Project Director is made up of subject matter experts from the various functional support
areas and will report into the approved Programme Organisation.

24. TCP has already appointed a core team on the manganese project fed by an experienced
Project Director with 15 years’ experience in project management supported by
personnel who are skilled in procurement, construction management and project
controls. In addition to this TCP is actively procuring additional resources, to ensure a
full owner’s team will be in place to manage the EPCM. The key potential liabilities of
the EPCM cortract which must be managed by the owners team relstes to breach or
negligence in the performance of the design work. TCP will therefore ensure that
engineering managers are appointed to ensure that reasonable design completion
torgets are reached. The owner’s team will also ensure that @ scope change team are
introduced and that scope changes are tightly controlled. TCP will ensure that a
specialised project control team verlfies these estimates and schedules and ensure a
proper project controt system supported by the proper software packages is in place.
With EPCM’s the execution contracts are between the owner and contractor with the
EPCM not being a party to the contract other that managing the contract on behalf of
the owner. The owners team must therefore ensure quality assurance of tender
documentation, proper control of any DOA and ensure that contracts are managed In
terms of NEC3. The NEC3 professional service tender documentation was updated to
ensure a tighter control of the EPCM. In addition to the above the owner’s team must
ensure that governance are maintained through competent staff in environmental, safety
and construction compliance. ‘

FINANCIAL IMPLICATIONS K

25.1f approved, the total estimated contract value for the EPCM services in FEL-4 wil} be
R220 million for phase 1 of the 16mtpa Manganese expansion project,

BUDGET IMPLICATIONS

approved EPCM vaiue for the project,

25. The R220 million for the EPCM services in the FEL-4 stage of Phase 1 is included in the
BBBEE IMPLICATIONS @

27, When Transnet ertered into the original contract with Hatch Africa, prior to the merger
with Goba (resulting in Hatch Goba), Hatch Africa had a BBBEE contributor status level
of 3. The BBBEE certificate currently In Transnet's possession was valid for the financial
year 2012/13 and Transnet have been notified by Hatch Goba that they are currenthy in

the verification process of oblaining a new valid BBBEE centificate, Match Goba's targeted
objective to obtain a minimum level 3 contributor status in terms of the current Broa%




Based Biack Economic Empowerment {BBBEE) codes will be driven by an active BBBEE
strategy to ensure that it contributes positively to transformation within its sector and

society 85 a whole.

28, In addition to this, TCP also requests that Hatch Goba submit & B-BBEE improvement
plan. Hatch Goba are therefere requested to indicate the extent to which their
ownership, management control, employment equity, preferential procurement and
enterprise development will be maintained or ismproved over the contract period.,

SUPPLIER DEVELOPMENT IMPLICATIONS

29, 5D wifl be implemented in the form of 8 pre-gualification criterion as weill as a threshold

30. The minimum pre-qualifying criteria of 50% of contract value will be aliocated to SD
related Imitiatives, It is Trensnet’s preference that this be directed towards Small
Bustness Promotion, for works to be sub-contracted 1o service providers that are
preferably black owned, black women, black youth, pecple with disabilities or with the
South African Nationa) Military Veterans Association (SAMVA),

31. Along with the SD pre-gualification, an 5D threshold of 60% will also be required, with
the service provider evaluated against predetermined criteria. The table below provides

an indication as to the weightings developed per SD category:

SD Category Weighting
Capability anc Capacity Building 10%
Technology and IP Transfer 5%
New Skilis Development 15%
Job Creation 15%
Job Preservation 10%
Small Business Promotion 45%

32. The SD plan/proposal will be negotiated if required to ensure maximum alignment with
the criteria set. The service provider will be required to identify clear and tangibie
outcomes which can be achieved over the duration of the contract, based on the scope
of works and the applicable SD pillars, These outcomes together with their key
mitestones and the methodology for achieving them will be documented within the SD
plan and finally included in their contractual obligations by way of incorporation to the
works information. The pian will among other things address how skills transfer wili be
redlised to subcontractors and how capability and capacity building will be addressed,
This plan to be fully documented within 90 days after award of the contract,
Confirmation from contractor to be obtained that Transnet bears no risk for

subcontracter non-performarnce.

33. The service provider will be liable to pay penalties on any undelivered partions of their
SD commitments. Penalties will be negotiated with the service provider in question with
the aim of securing a penalty not less than 100% of any undelivered SD obligations, This

will be incorporated as a provision under the contract. Transnet will reserve its right
set off any penalty due against milestone payments. _ %
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APPROVALS AND DELEGATIONS

34. Paragraph 5.4.3 {confinements) of the Transnet Delegation of Authority Framework
effective 20 May 2013 will be applicable where the GCE has the authority to approve
confinements up to R250 million.

RECOMMENDATION

35,1t s recommended that the Trarsnet Group Chief Executive Officer approves the
confinement and award of the Engineering Procurement and Construction Management
{EPCM) services for FEL 4 Phase 1 of the Manganese 16mtpa TFR expansion project to
Hatch Goba, the current FEL-3 service provider. The estimated value for this
appointment is RZ20m with an estimated contract period of 34 months beginning in
August 2013 1o June 2016, The confinement award is subject to all of the following:
*  Value of the contract not to exceed R 220m;

5D prequalification of 50% be met;

€D threshold of 60% be met;

Penaity for un-delivered SD obligation be 100%;

Skills capacity and transfer plan to be submitted within 90days;

Subcontractor non-performance not Transnet’s risk

L B I R

Compiled and submitted by Rudie Basson, GM: Prgact Execution Poit and Rail,

Recommended/Netrecommandad by:  Recommended/Netrecommendast by:
Gerhard Bierman W’
( hief Finandal Officer, TCP Group Executive

Trangnet Capital Projects
Date: 7/8 } 2913
Recommended/Notrecommended-hy;
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_;é i O2=a/ (R T' o Y 10%!*’#*’
\yabonga/Garha Mohamiyed Malomedy

GrdT%E;Eﬁﬁ{i\s ~ General M gger Group Capital Integration

Date; ¢;’7 ¥ [0t g

by: Recommended/MNeirecommended by:

—_— N

e

Transnet FregicRaii
Date: JJC1L . Uy UF
Recommended / TIEP

}

Garry Pita Anoj Singh ‘m
Group Chigf ugp!y Chain Officer Group Chief Finapcial Dfficer
Date: jsi' Date: \&\em®BW3
Approved/Nor-Approved by:

Brian Molefa
Group Chief Executive, Transnel S

Date: ¢§F "%+ /\ .
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Trensnct SOC Lad Carlion Centre P.O, Sox 72501 TRANSNEF
Registation No. 150 Commissioner Str. Paroview
19%0/000900/30 Johannesburg Johannesburg
2001 South Africa, 2122 ‘Ufr
T +27 11 308 3000
MEMORANDUM
www.ransnet.net
TO 1 Brian Molefe, Group Chief Executive, Transnet SOC Ltd
FROM : Charl Méller, Group Executive, Transnet Capftal Projects

DATE $ 31 July 2013

SUBJECT : CONFINEMENT AND AWARD OF THE FEL 4 EPCM SERVICES TO HATCH GOBA

FOR PHASE 1 OF THE MANGANESE 16mtpa TFR PROJECT

PAGES :7

PURPOSE

1. To obtain approval from the Group Chief Executive, Transnet SOC Ltd for confinement
and award of the Engineering Procurement and Construction Management (EPCM)
services for FEL 4 Phase 1 of the Manganese 16mtpa TFR expansion project to Hatch
Goba, the current FEL-3 service provider,

BACKGROUND

2. The Manganese expansion project as part of the MDS investment programme is a

‘catalytic’ growth project and supports the development of the Manganese industry
(including various emerging mines) in the Northern Cape. The programme is tracked by

the PICC In SIP 3: South Eastern node and corridor development.

3. Transnet has committed to provide 16mpta of manganese export capacity by
March 2020, with an initial 8mtpa available by August 2018 when the new bulk terminal

in the Port of Ngqura is expected to be commissioned,

Various critical milestones have been identified to achieve these dates necessitating the

separation of the rail infrastructure expansion into separate phases being, Phases 1 and
then 2: Fuli Expansion programme. Phase 1 is limited to work packages that have
existing environmental authorisation where construction can commence immediately and
where the investment benefit to Transnet can already be realised during the construction
programme. Environmental approvals for the remaining work packages in Phase 2 are

only expected by January 2014.

5. Phase 1 comprises the partial doubling of the line section (132km of a total of 243km)
between Kimbertey and De Aar, and the extension of the Rosmead passing loop at an
estimated cost of R2.38 billion and an expected completion date of June 2016. EPCM
cost based to industry norms usually range between 15-18% of project cost. The relative
simplicity and free issue of perway materials on this project have placed it at the lower



end of the scale. EPCM cost of R220m has been calculated against the total project cost
less free issued materials.

. The business case for Phase 1 was approved by the Transnet Board on
15 February 2013 and Phase 2 is currently serving at various committees for approval.

. The project milestones for Phase 1 (FEL-4) are summarised below:

Milestone Milestone

Rail Envircnmental Authorisation Approved

Construction Planning

Award EPCM contract To be complete before October 2013
Site establishment

RAIL Phase 1: Construction to start October 2013

RAIL Phase 1: Complete June 2016

. The detalled construction planning for Phase 1 has commenced. The following risks have
however emerged:

8.1. Transnet's current EPCM procurement strategy requires public tender processes
between the respective project fifecycle process (PLP) phases. Standing time
between phases can be anywhere between 6 and 9 months depending on the
tender process, quality of bids received and the complexity of the project.

8.2. Transnet Capital Projects is in the process of developing a revised EPCM
operating model and strategy based on sound business principles and
incorporating the findings of the NMPP Ministers report and seeks to combine the
FEL2,-3 and FEL-4 phases to the same service provider as the preferred options
to reduce project risks, associated schedule delays and ETC increases. This
principle is also contained in the draft Supply Chain Management Policy that is
currently being circulated for approval.

8.3. When reviewing the programme for Phase 1, only six months effectively remain
between the issuing of the warrant and the commencement of construction. This
does not allow sufficient time for an open tender EPCM process to appoint a new
EPCM service provider. It also introduces the risk of further project delays should
the engineering service provider wish to interrogate the engineering designs
produced in the FEL-3 phase (by Hatch Goba). This is a material risk to the
project timelines given that the EPCM service provider must confirm professional
guarantees for the detailed engineering designs issued during construction. The
estimated start date for site establishment is likely to move out from August 2013
to February 2014 should an open tender process be followed.

8.4. In quantifying the project delays it is estimated that each 6 month delay period
introduced during the FEL-4 phase could potentially result in ~R80m of escalation
increases in the project’s ETC. This Is calculated based on the escalation figures
guoted in the Integrated Manganese Business case. The planned Phase 1
construction programme is a typical brown-fields expansion project and is very
sensitive to the planning and granting of occupations on the existing Ji he

2 /




9.

10.

11.

operational planning during construction is also critical to maintain current
volumes through the corridor but also to provide incremental capacity during
construction. The knowledge gained by the EPCM service provider during the
FEL-3 study will be used during construction to oversee and adjust the
programme where necessary during the FEL-4 phase.

A series of frameworks/panels were established in TCP, through a competitive bid
process, for the provision of a variety of services. Each framework/panel operates
independently, with business awarded on a task order bases. Each framework resulted in
the establishment of contracts with a panel of qualifying service providers.

Hatch Africa (now Hatch Goba) was then selected, under separate appointments on the
Investment Pianning Services framework/panel, for the provision of services for FEL 2
and FEL 3 phases of the Manganese 16mtpa Expansion Project (inclusive of phase 1).
This was done using the selected process approval procurement mechanism. Their
selection was mainly due to their invelvement in previous studies carried out on the
8mtpa Manganese Project and thelr experience in rail infrastructure development. Hatch
Africa was appointed for Rail FEL 3 and Port FEL2/3 studies in November 2011 for
R34 million. An increase in the DCV was subsequently approved through a formal NAC
submission (May 2012) increasing the value to R128 million, to include additional FEL3
deliverabies required by the OD’s. These included geotechnical and environmental
works. TNPA and TFR approached their relevant CAPICs for approval of the additional

funding.

The final rail FEL-3 study’ with various value engineering iterations was completed in
February 2013.

MOTIVATION

12.

13.

14.

The motivation to confine FEL 4 is based on one of the four reguirements for

confinement as per the Procurement Procedures Manual (1/10/2012) namely:

12.1. The Services being procured are highly specialized and largely identical to those
previously executed by the supplier and it is not in the interest of the
organisation or the Government to solicit other offers as it would resuilt in
wasted time and money for Transnet.

Phase 1 is a critical milestone in the 16mtpa Manganese expansion programme and also
supports the interim initiatives to provide export capacity for manganese customers
through various terminals in Port Elizabeth. This interim capacity is required to protect
the global market share of local Manganese producers. In order to provide incremental
capacity during the FEL-4 construction period and achieve the June 2016 implementation
date, a special procurement process is required.

Engineering design work for Phase 1 as part of the full expansion project has already
been done in the FEL-3 study which can be efficiently progressed to the final execution
phase by retaining the EPCM services of the same service provider. Any changes in
engineering design between FEL-3 and 4 could impact the scope of individual work
packages and therefore the overall cost, a key lesson learnt on the NMPP project. The
Manganese expansion introduces a new operating philosophy in the general freight
network l.e. long, distributed power trains and TFR/Transnet together with the

engineering service provider Invested significant intellectual property, @chﬂand
1"6

* The final FEL-3 study was for the full expansion which included phase 1 of the project
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development, simuiations and know how in defining the infrastructure appropriate to this
philosophy. Up-skitling of a new EPCM service provider on this philosophy will result in
significant project delays. Additional time delays resulting in ETC escalations during
Phase 1 will be avoided by proceeding with the current EPCM service provider.

15. The retention of the current EPCM service provider for engineering services in FEL-4 is
therefore requested as an urgent action for Phase 1,

16. The confinement to Hatch Goba is being requested due to the services being largely
identical to the services previously provided by Hatch Africa (now Hatch Goba).

17. The current service provider: Hatch Goba has the necessary skills and capacity to
progress the engineering design and preparation of tender documentation for phase 1 of
this project from FEL-3 to FEL-4. The service provider wili serve as the single point of
accountability of the required EPCM services and wili provide the necessary professional
guarantees required by the NEC3 contracting regime.

18. The confinement and award of EPCM services to Hatch Goba will ensure;

Business continuity;

The retention of Intellectual Property (IP);

Effective transfer of skills;

Effective risk mitigation;

The assurance that no rework is required to secure professional indemnity; and
Timeous completion of the detailed engineering design and preparation of
tender documentation for the construction phase (FEL-4) of the project,

*® & b & @

19. The overall project risk exposure, including cost control and optimization will be
management through the employment of robust works information, developed by TCP to
especially cater for EPCM services, the employment of a suitable contracting strategy
and the use of various tools for the upfront benchmarking of costs. The aforementioned
works information was developed and reviewed by a cross functional team within TCP to
address the lessons learnt on past EPCM contracts including the NMPP. It addresses all
the key obligations, constraints, cost management and contract management controls
and ensures alignment with the relevant Transnet policies and procedures. The relevant
performance management, monitoring and reporting requirements are also included.

20. The NEC3 Professional Services Contract (PSC) with pricing option A was identified as
the suitable contracting strategy for the contracting of the required EPCM services. NEC3
PSC Option A is a priced contract with an activity schedule for professional services and
schedule of rates for a predetermined scope of works, Under this pricing option the
service provider carries the risk of proving those services described in the activity
schedule for a lump sum. Payment milestones are based on activities completed. Early
completion of the services while in the context of project requirements, entitle the
service provider to early payment, this in itself becomes an incentive for the early
completion of the works. The works is expected to be executed over a 34 month period
commence as soon as possible after obtaining all the required approvais. No early
completion incentives have been provided for save for those inherent to the selected

contracting methodology.
g

4 o)



21.

22,

23.

24,

Potential changes will be managed in terms of a risk register and the standard
compensation events methodology provided for in the NEC3 suit of contracts. Cost
associated with compensation events will be derived from the priced rates schedule and
where applicable proof of the relevant costs incurred.

TCP will benchmark costs against accepted industry norms and comparable rates
obtained on other tenders. If necessary cost and/or time estimates will be obtained from
independent sources to ensure and verify that value for money is obtained.

Effective management will be ensured through an owner’s team that has been appointed
to monitor the EPCM service provider's performance. This team, led by an experienced
Project Director is made up of subject matter experts from the various functional support
areas and will report into the approved Programme Qrganisation.

TCP has already appointed a core team on the manganese project led by an experienced
Project Director with 15 years’ experience in project management supported by
personnel who are skilled in procurement, construction management and project
controls. [n addition to this TCP is actively procuring additional resources, to ensure a
full owner's team will be in place to manage the EPCM. The key potential liabilities of
the EPCM contract which must be managed by the owners team relates to breach or
negligence in the performance of the design work. TCP will therefore ensure that
engineering managers are appointed to ensure that reasonable design completion
targets are reached. The owner’s team will also ensure that a scope change team are
introduced and that scope changes are tightly controlied. TCP will ensure that a
specialised project control team verifies these estimates and schedules and ensure a
proper project control system supported by the proper software packages is in place.
With EPCM's the execution contracts are between the owner and contractor with the
EPCM not being a party to the contract other that managing the contract on behalf of
the owner. The owners team must therefore ensure quality assurance of tender
documentation, proper control of any DOA and ensure that contracts are managed in
terms of NEC3. The NEC3 professional service tender documentation was updated to
ensure a tighter control of the EPCM. In addition to the above the owner's team must
ensure that governance are maintained through competent staff in environmental, safety
and construction compliance.

FINANCIAL IMPLICATIONS

25.

If approved, the total estimated contract value for the EPCM services in FEL-4 will be
R220 million for phase 1 of the 16mtpa Manganese expansion project.

BUDGET IMPLICATIONS

36. The R220 million for the EPCM services in the FEL-4 stage of Phase 1 is included in the

approved EPCM value for the project.

BBBEE IMPLICATIONS

27. B-BBEEE strategles will be implemented in line with the soon to be approved Transnet

EPCM strategy. When Transnet entered into the original contract with Hatch Africa, prior
to the merger with Goba (resulting in Hatch Goba), Hatch Africa had a BBBEE
contributor status level of 3. The BBBEE certificate currently in Transnet's possession
was valid for the financial year 2012/13 and Transnet have been notified by Hatch Goba

that they are currently in the verification process of obtaining a new %BEE
/.
/
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certificate, Hatch Goba's targeted objective to obtain a minimum level 3 contributor
status in terms of the current Broad Based Black Economic Empowerment (BBBEE) codes
will be driven by an active BBBEE strategy to ensure that it contributes positively to
transformation within its sector and society as a2 whole,

28. In addition to this, TCP also requests that Hatch Goba submit a B-BBEE improvement
plan. Hatch Goba are therefore requested to indicate the extent to which their
ownership, management control, employment equity, preferential procurement and
enterprise development will be maintained or improved over the contract period,

SUPPLIER DEVELOPMENT IMPLICATIONS
29. 5D will be implemented in the form of a pre-qualification criterion as well as a threshold.

30. The minimum pre-qualifying criteria of 40% of contract value will be allocated to SD
related initiatives. It is Transnet’s preference that this be directed towards Smail
Business Promotion, for works to be sub-contracted to service providers that are
preferably black owned, black women, black youth, people with disabilities or with the
South African National Military Veterans Association (SAMVA).

31. Along with the SD pre-qualification, an SD threshold of 60% will also be required, with
the service provider evaluated against predetermined criteria. The table below provides
an indication as to the weightings developed per SD category:

SD Category Weighting
Capability and Capacity Building 10%
 Technology and IP Transfer -
ilhﬂéw Skills De\}elopmeht' 15%
Job Creation i5%
' Job Preservation 10%
Small Business Promotion 45%

32. The SD plan/proposal will be negotiated if required to ensure maximum alignment with
the criteria set. The service provider will be required to identify clear and tangible
outcomes which can be achieved over the duration of the contract, based on the scope
of works and the applicable SD pillars. These outcomes together with their key
milestones and the methodology for achieving them will be decumented within the SD
plan and finally included in their contractual obligations by way of incorporation to the
works information. The pian will among other things address how skilis transfer will be
realised to subcontractors and how capability and capacity building will be addressed.

33. The service provider will be liable to pay penalties on any undelivered portions of their
SD commitments. Penalties will be negotiated with the service provider in question with
the aim of securing a penalty not less than 10% of any undelivered SD obligations,-Thi
will be incorporated as a provision under the contract.




APPROVALS AND DELEGATIONS

34. Paragraph 5.4.3 (confinements) of the Transnet Delegation of Authority Framework
effective 29 May 2013 will be applicable where the GCE has the authority to approve
confinements up to R250 million.

RECOMMENDATION

35. It is recommended that the Transnet Group Chief Executive Officer approves the
confinement and award of the Engineering Procurement and Construction Management
(EPCM) services for FEL 4 Phase 1 of the Manganese 16mtpa TFR expansion project to
Hatch Goba, the current FEL-3 service provider. The estimated wvalue for this
appointment is R220m with an estimated contract period of 34 months beginning in
August 2013 to June 2016.

Compiled and submitted by Rudie Basson, GM: Project Execution Port and Rail.

/ v
Recommended /Net-recommended by:  Recommended/Not-recommended by:

N
éﬁrhard Bierman M

Chief Financial Officer, TCP Group Executive
Transnet Capital Projects
Date: 2¢13.08 -0/

Recommended/Not recommended by:

Mohammed Mahomedy
General Manager Group Capital Integration
Date:

Recommendédll\lot recommended by: Recommended/Not recommended by:

Garry Pita Anoj Singh
Group Chief Supply Chain Officer Group Chief Financial Officer
Date: Date: S

Approved/Not Approved by:

Brian Molefe
Group Chief Executive, Transnet SOC Ltd
Date: -
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Transnet SOC Ltd Carlton Centre P.0. Box 72501 IRANSNET
Registration No, 150 Commissioner Str. Parkview
1990/000900/30 Johannesburg Johannesburg —

2001 South Africa, 2122 w

T +27 11 308 3000
MEMORANDUM
www.transnet.net

TO ¢ Brian Molefe, Group Chief Executive, Transnet SOC Ltd
FROM : Charl Mdéller, Group Executive, Transnet Capital Projects

DATE t 12 November 2013

SUBJECT :FEL 4 EPCM SERVICES FOR PHASE 1 OF THE MANGANESE 16mtpa TFR
PROJECT TO HATCH GOBA CONFINEMENT AND AWARD STATUS UPDATE FOR

NOTING

PAGES : 4

PURPOSE

1. To inform the Group Chief Executive, Transnet SOC Ltd on the status of the confinement and
award of the Engineering Procurement and Construction Management (EPCM) services for FEL 4
Phase 1 of the Manganese 16mtpa TFR expansion project to Hatch Goba (Pty) Ltd (hereinafter
Hatch Goba).

L3

BACKGROUND

2, Approval to confine and award the EPCM services for FEL 4 Phase 1 of the Manganese 16mtpa
TFR expansion project to Hatch Goba was granted by the Group Chief Executive during August
2013.

3. A proposed amendment to the approved confinement mandate, to decrease the Supplier
Development percentage from 50% to 30%, was requested from the Group Chief Executive on
18 September 2013 (Refer to Annexure A) and returned with questions from the Group Chief

Executive, which is addressed below.

DISCUSSION

4. A request for proposal was submitted to Hatch Goba, following which a number of clarifications
and negotiations ensued, finally resulting in the submission of their best and final offer on

13 September 2013,

5. All material requirements and conditions specified in the approved confinement were met, save
for the Supplier Development (SD) prequalification percentage required. The approved
confinement contained a 50% SD prequalification regquirement, while the Hatch Goba’s final offer
only provides for 30% SD. Provision of the required 50% SD prequalification attracted a premium
of approximately R102mitlion.

FEL 4 EPCM SERVICES FOR PHASE 1 OF THEMANGANESE 16MTPA TFR PROJECT TO HATCH GOBI% (P’T‘i’) LTD CDNF}NEMENT
AND AWARD STATUS UPDATE FOR NOTING ( {
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Following the Group Chief Financial Officer and Group Chief Executive’s question on the SD
premium, further negotiations ensued and the 50% SD prequalification has now been met, with

ne premium.

Further negotiations led by Mr. G. Pita, Group Chief Supply Chain Officer, followed, wherein
Transnet’s requirement that Hatch Goba sub-contract 30% of the EPCM bid price to emerging
black owned companies was met by Hatch Goba on 31 October 2013, as follows:

Name and
address of Nature and extent of B-BBEE % Black 0 hi
proposed Sub- work/service level 0 DISCK DwnsiEhp
consultant
ASCENG Multidisciplinary Engineering
Office E, 1st Flioor | Consulting and Project
Building 16 The Management Company 100% BO
Woodlands
Cnr. Kelvin & 2
Woodlands Drive
Woodmead 0% BWO
2191
EDS EDS Offers a unique
combination of services
designed to provide
customized solutions to the 100% BO
Renewable Energy, Mining and
corporate sectors. Our
experience within the B-BBEE 1
consulting, organizational
transformation, economic
development and strategic
facilitation enables EDS to 80% BWO
provide a holistic service to our
clients
MMQS Qs and Contract Admin 2 100% BO
__ 0% BWO
ZD Projects Engineering and Project 4 100% BO
SCVIOSS 100% BWO.
Aspire Engineering and Project 5 100% BO
services 100% BWO

. All criteria as per the confinement granted in August 2013 has now been met in full after
clarifications regarding certain measurements of Supplier Development components as presented

by Hatch Goba.

. Transnet firmly believes that the true value of the Supplier Development portion to the emerging ¢ ¥,

EPCM black owned company is approximately 40%, therefore an additional 10% value on their

bid offer. Discussions in terms of the Supplier Development measurements will continue, but '
suffice to state that Hatch Goba Supplier Development commitment is of high value given the ¥

value of this confined contract,

2

AND AWARD STATUS UPDATE FOR NOTING

[If
S~

FEL 4 EPCM SERVICES FOR PHASE 1 OF THEMANGANESE 16MTPA TFR PRO3ECT TQ HATCH GOBA {PTY} LTD CONRINEMENT (g




10. The following Supplier Development commitment was received from Hatch Goba:

Percentage of Bid
Supplier development category Value of commitment price value

(R219 697 142.28)

Job creation and preservation R 13 484 410.13 6.14%

Skills development R 18 109 298.09 8.24%

Rural integration and Regional development R 3951 878.74 1.80%

Small business promotion sub-contracting to

an Emerging EPCM Black owned Company and R 74 426 925.50 33.88%

EME’s and QSE'’s

Total R109 971 512.46 50.06%

11. In response to the Group Chief Executive’s additional question raised regarding dates, the request
for proposal (RFP) was issued on 26 August 2013 and an original bid (best and final offer at the
time) was received on 13 September 2013. Thus the procurement activities took place within one
month and therefore the bid offer by Hatch Goba remains relevant and negotiable. In terms of
the High Value Tender process, the internal auditors, SekelaXabiso deemed the process

satisfactory.
FINANCIAL IMPLICATIONS
12. The confine and award mandate for the EPCM services for FEL-4 phase 1 of the 16mtpa

Manganese expansion project was approved at a value of R220million, Hatch Goba's best and
final offer was submitted at R219,6%7,142.28 which includes a 50% SD Commitment.

BUDGET IMPLICATIONS

13. The R220 million for the EPCM services in the FEL-4 stage of Phase 1 is included In the approved
EPCM value for the project.

3
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CONCLUSION

14. The confinement mandate has been met in full with both the 50% SD prequalification and bid
offer within the budget at R220m.

15. The award of the EPCM contract to Hatch Goba will be concluded by sign-off by the Delegated
Authority in terms of the TCP Project Commercial Levels of Authority Framework and the award
will be tabled for Noting by the TCP National Acquisition Council,

RECOMMENDATION

16. The GCE note the status of the confinement and award of the Engineering Procurement and
Construction Management (EPCM) services for DEL 4 Phase 1 of the Manganese 16Mtpa TFR
expansion project to Hatch Goba,

Co / ed and submitted by: Recommended / Net-recommended by:
serhard Bierman I{a_ﬂ Moller

Chief Financlal Officer, TCP Group Executive, TCP

Date: 12 ]?.mz, Date: 2013 1.3

Recommended / Not recommended by Recommended / Not recommended by:

AN

Peter Volmink (/7 EdWdrd Thomas

Executive Managery/ Transnet ¢ Executive Manager, Transnet SOC Ltd

Date: i3/ ll3 Date: i

Recommended / Notrecommended-by-. Recommended / Not-recammended-byr.

Anoj Singhb} | '\"

Garry Pita .
Group Chief Supply Ehain, Officer, Transnet SOC Lid Group Chief Financial Officdr\Transnet SOC Ltd
Date: 13/11 7 = Date:  tha\v

Brian Molefe
Group Chief Executive, Transnet SO

Date: rADRIIRD Y

‘ \| W
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TRANSNET CAPITAL PROJECTS D S 7

ENQUIRY NO: TPG CON 002/2014
DESCRIPTION OF SERVICES: EPCM SERVICES FOR FEL 4 OF THE MANGANESE 16MTPA EXPANSION

PROJECT: NGQURA MANGANESE EXPORT TERMINAL

T1.2 Tender Data

The conditions of tender are the Standard Conditions of Tender as contained in Annex F of the CIDB
Standard for Uniformity in Construction Progurement (January 2009) as published in Government
Gazette No 31823, Board Notice 12 of 2009 of 30 January 2009 as amended by Board Notice 86 of

2010. (See www.cidb.org.za).

The Standard Conditions of Tender make several references to the Tender Data for details that apply
specifically to this tender. The Tender Data shall have precedence in the interpretation of any ambiguity
or inconsistency between it and the Standard Conditions of Tender.

Each item of data given below is cross-referenced to the clause in the Standard Conditions of Tender to
which it mainly applies.

Clause
number Tender Data

F.1.1 | The employer is Transnet SOC Ltd (Reg No: 1990/000800/30)

F.1.2 [ The Tender Documents issued by the Employer comprise the following documents:

THE TENDER

Part T1: Tendering Procedures
T1.1 - Tender Notice and Invitation to Tender
T1.2 - Tender Data

Part T2: Returnable Documents
T2.1 - List of Returnable Documents
T2.2 - Returnable Schedules

Offer 1- FEL 3b
THE CONTRACT
Part Ct: Agreements and Contract data
C1.1 - Form of Offer and Acceptance
C1.2 - Contract Data
C1.3 - Forms of Securities

Part C2: Pricing Data
C2.1 - Pricing Instructions
C2.2 - Option E Time Based Contract

Part C3: Scope of work
C3 - Scope of Services

Tender document Page 1 Pari [T1} [Téndering Procedures
FORM: PRO-FAT-0383 Rev01 T1.2: Tender Data

=



TRANSNET CAPITAL PROJECTS

ENQUIRY NO: TPG CON 002/2014

DESCRIPTION OF SERVICES: EPCM SERVICES FOR FEL 4 OF THE MANGANESE 16MTPA EXPANSION
PROJECT: NGQURA MANGANESE EXPORT TERMINAL

Offer 2 -FEL 4
THE CONTRACT
Part C1: Agreements and Contract data
C1.1 - Form of Offer and Acceptance
C1.2 - Contract Data
C1.3 - Forms of Securities

Part C2: Pricing data
C2.1 - Pricing Instructions
C2.2 - Activity Schedule
Part C3: Scope of work
C3 - Scope of Services

ANNEXURE
CD containing the FEL 3 Study Report — H341803-0000-90-124-0001, Revigion 0

The employer’s agent is : Transnet Capital Projects (TCP)

Name: Mzonyana Sidinana

Address: Table Bay Building, Tygerberg Hills Office Park, 163 Uys Krige Drive (previously
Hendrik Verwoerd Drive), Plattekloof, Western Cape

Tel: {021) 940 1868

E-mail; TCPDocControlGauteng@iransnet.net

F.1.6

The competitive negotiation procedure may be applied.

F.2.7

The arrangements for a compulsory clarification briefing session are as stated in the Tender
Notice and Invitation to Tender.

Tenderers must sign the attendance list in the name of the tendering entity.

Addenda will be issued to and tenders will be received only from those tendering entities
appearing on the attendance list from the compulsory briefing session.

F.2.12

No alternative tender offers will be considered.

F.2.13.3

Parts of each tender offer communicated on paper shall be submitted as an original, plus 2
(two) copies.

'i‘ender document_ - a Page 2
FORM: PRO-FAT-0383 Rev01




TRANSNET CAPITAL PROJECTS

ENQUIRY NO: TPG CON 002/2014

DESCRIPTION OF SERVICES: EPCM SERVICES FOR FEL 4 OF THE MANGANESE 16MTPA EXPANSION
PROJECT: NGQURA MANGANESE EXPORT TERMINAL

F.2.13.5 The Employer’s details and address for delivery of tender offers and identification details that
are to be shown on each tender offer package are:

Location of The foyer of the ground fioor of the Table Bay Building, Transnet
tender box Capital Projects

Physical 163 Uys Krige Drive (previously Hendrik Verwoerd Drive),

address: Plattekloof, 7500, Cape Town

ldentification The tender documents must be submitted in a sealed envelope Iabelled
details: with:

» The Project Name: Manganese 16mtpa expansion project: Ngqura
Manganese Export Terminal

* The Tender Number: TPG CON 002/2014

s The Tender Description: EPCM services for FEL 4 of the Manganese
16mtpa expansion project: Ngqura Manganese Export Terminal

Documents must be marked for the attention of Procurement Lead:
Mzonyana Sidinana

Prior arrangement on the submittal of large tender documents should be
made with the Procurement Lead.

F.2.13.9 | Telephonic, telegraphic, facsimile or e-mailed tender offers will not be accepted.

F.2.15 | The closing time for submission of tender offers is as stated in the Tender Notice and
Invitation to Tender.

F.2.18 | The tender offer validity period will be until 1* October 2014,

F.218 | Provide, on request by the Employer, any other material information that has a bearing on the
tender offer, the tenderer's commercial position (including notarized joint venture
agreements), preferencing arrangements, or samples of materials, considered necessary by
the Employer for the purpose of a full and falr risk assessment. Should the tenderer not
provide the material, or a satisfactory reason as to why it cannot be provided, by the time for
submission stated in the Employer's request, the Employer may regard the tender offer as
non-responsive.

F.2.20 | The tenderer is required to submit with his tender a letter of intent from an approved insurer
undertaking to provide the Performance Guarantee to the format included in Part T2.2.18 of
this procurement document.

F.2.23 | The tenderer is required to submit with his tender:

1) An original Tax Clearance Certificate issued by the South African Revenue
Services.

2) Avalid SANAS or IRBA B-BBEE accreditation certificate.

3) A valid letter of good standing with the Compensation Fund; and

4) AR other returnable documents as detailed out in section T2.1, Returnable
Documents.

F.3.1.1 | The Employer will respond to requests for clarification received up to § working days

hl

: Tendering Procedures
T1.2: Tender Data

Tender document Page 3
FORM: PRO-FAT-0383 Rev01

before the tender closing time.
m \‘



TRANSNET CAPITAL PROJECTS

ENQUIRY NO: TPG CON 002/2014

DESCRIPTION OF SERVICES: EPCM SERVICES FOR FEL 4 OF THE MANGANESE 16MTPA EXPANSION
PROJECT: NGQURA MANGANESE EXPORT TERMINAL

F.3.4 | The time and location for opening of the tender offers are:
Time and Date: 18 June 2014
Location: The foyer of the ground floor of the Transnet Capital Projects, Table Bay

Building, Tygerberg Hills Office Park, 163 Uys Krige Drive (previously Hendrik
Verwoerd Drive), Plattekloof, 7500, Cape Town.

F.3.11.3 | The procedure for the evaluation of responsive tenders is Method 2, which considers the
financial offer and preference.

As a result of this contract being in excess of R1, 000,000.00 and in accordance with the
PPPFA, the 90/10 price/preference points system will be used.

The formula for calculating the price/preference points allocation in accordance with the
PPPFA is as follows:

Pt - Pmin
Ps =90 (1 - ~=memsneanm. )
Pmin

Where:

Ps: The score for the bid which is under consideration

Pt: Comparative price of bid under consideration

Pmin: Comparative price of the lowest bid which passed the technical functionality
threshold

Tender document Page 4 1} Tendering Procedures
FORM: PRO-FAT-0383 Rev(1 T1.2: Tender Data



TRANSNET CAPITAL PROJECTS

ENQUIRY NO: TPG CON 002/2014

DESCRIPTION OF SERVICES: EPCM SERVICES FOR FEL 4 OF THE MANGANESE 16MTPA EXPANSION
PROJECT: NGQURA MANGANESE EXPORT TERMINAL

F.3.11.3 | Pre-qualifying Supplier Development and Quality (Functionality) Threshold:

Supplier Development (SD)

Supplier Development will operate as a pre-qualification and a minimum threshold as detailed
below:

PROPOSAL
*Pre-Qualification Criteria:

45% of the contract value needs to be assigned towards SD and evident within the Template
provided in, T2.2.40 Annexure B. in addition 30% of the contract value shall be sub-
contracted to small businesses (EME, QSE & start-ups) preferably black owned, black women
owned or people with disability owned and also evident within the SD Plan template provided
in, T2.2.40 Annexure B,

Additional SD criteria referred to in T2.2.40 Annexure A, the Supplier Development Guideline,
needs to be reviewed and detailed within the Consultant’s Supplier Development Plan which
is to be submitied as part of the tender offer.

The tenderers SD plan is a consolidated SD plan for the delivery of both offers {scopes) of this
tender. However individual SD plans are required for each offer, resulting in three (3) SD
plans required for this tender. Only the consolidated SD plan will be used for evaluation of the
SD pre-qualification

The Supplier Development Plan

The upswing in growth in the last decade, followed by the global recession in 2008, as well as
persistently high unemployment and social inequality, forced the South African government to
re-evaluate its growth strategy. This led to the development of a revised growth framework,
the New Growth Path (NGP). The NGP aims to enhance growth, employment creation and
equity, through the identification of strategies that will enable South Africa to grow in a more
equitable and inclusive manner and promote the development of new industry to attain South
Africa’s developmental agenda.

Tender document Page 5 1: Tendering Procedures
FORM: PRO-FAT-0383 Rev01 T1.2: Tender Data



TRANSNET CAPITAL PROJECTS

ENQUIRY NO: TPG CON 002/2014

DESCRIPTION OF SERVICES: EPCM SERVICES FOR FEL 4 OF THE MANGANESE 16MTPA EXPANSION
PROJECT: NGQURA MANGANESE EXPORT TERMINAL

* & 2 0 0»

in order to achieve this, the NGP focuses on:

Increasing employment intensity of the economy

Increasing the responsiveness of infrastructure and addressing competitiveness
Balancing spatial development of rural areas and poorer provinces

Reducing the carbon intensity of the economy

Creating opportunities in changing regional and global environments

Enabling transformation that benefits a wider range of social actors in society e.g. workers,
rural communities, women etc.

Tenderers must submit a Supplier Development Plan (SDP) per proposal, which clearly indicates the
following benefits but not limited to:

Acceleration of localisation and transformation of local business by promoting technology
transfer, skill development and job creation

Focused regional development

Increase in local content — security of supply, reduced cycle times, reduced exposure to
foreign currency and reduction of supply chain costs (over time)

Transformation of supplier dominance from large international or traditionally white owned
business to locally owned and black owned suppliers.

Itis Transnet's preference that the following SD criteria form the basis of the SDP that each tenderer is
required to complete for the SD pre-qualification. Please refer to T2.2.40 Annexure A, Supplier
Development Plan Guideline, to further investigate additional SD criteria’s.

“Criteria Description

Job Creation / Preservation Future skills fransfer within the industry, with an emphasis on
the accumulation of the knowledge and experience, which will
occur as a result of the transaction,

Skills Development The increase in the number of jobs, by the Consultant, as a
result of the award of business from Transnet. The number of
jobs that are preserved as a result of the award of business is
aiso taken into consideration.

Small Business Promotion The encouragement of growth and expansion of emerging
microenterprises, qualifying small enterprises and start-ups
through procurement and support mechanisms provided by
the potential Consulfant,

‘Capability and Capacity Refers specifically to industrial capability building that focuses
building on value-add activities of the local industry through
manufacturing or service-related functions.

Technology Technology improvements are intangible assets with

transfer/sustainability significant economic value. The Service Provider will be
measured on its plan to transfer knowledge and IP to

| contribute towards capability building of the local supply base
Tender document

FORM: PRO-FAT-0383 Rev01

Page 6 - Tendering Procedures
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TRANSNET CAPITAL PROJECTS

ENQUIRY NO: TPG CON 002/2014

DESCRIPTION OF SERVICES: EPCM SERVICES FOR FEL 4 OF THE MANGANESE 16MTPA EXPANSION
PROJECT: NGQURA MANGANESE EXPORT TERMINAL

The SD Plan will be a binding agreement as per the additional conditions of the contract (Z3.1 - Z3.9)
found in the contract data (C1.2)

* Minimum Supplier Development Threshold:

Tenderers are also required to meet 2 minimum Supplier Development Threshold of 80% for the
consolidated Proposal (entire delivery of project). Tenders that don’t meet the minimum threshold will
be deemed non-responsive. Tenders will be scored on their commitment to Supplier Development as per
the criteria below:

Technology POINTS
Transfer/Sustainability SD MEASUREMENT ALLOCATED
Rand value of proposed transfers of Technology
11 and methodologies to local Black owned 3
’ QSE's,EME’'s and start-ups against Award of
Contract 5
Rand value of other technology initiatives (to be
1.2 fuether detailed in your SD Bid Document) 2
Skills development SD MEASUREMENT ALtg'(';ITSED
Number of Young Black Engineers and other
2.1 certified accreditation professionals to be trained 4
over the Contract Period
Number of Black owned QSE'S,EME’S and
2.2 Start-Ups employee’s ¢ be exposed to on the 3
job training
Number of Bursary's (alf inclusive) offered to 15
2.3 Black Rural learners per annum over the 2
contract duration
24 Number Transnet Graduates (GIT’s) to be 3
’ trained to atiain Professional qualifications
Rand value of other skills development initiatives
25 {to be further detailed in your SD Plan 3
Document)
National/Reglonal Spend POINTS
SD MEASUREMENT ALLOCATED
Number of Black owned EMEs,QSE's and
31 Start-Ups to receive technical training 4
Number of Black Owned EME’S,QSE'S and
3.2 Start-Ups that will be absorbed into the 3 10
tenderers supply chain over the contract period
Number of Black Women owned EME's,GSE's
33 and Start-Ups to receive technical training & 3
absorbed into the tender's supply: chain )

ndering Procedures
T1.2: Tender Data
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TRANSNET CAPITAL PROJECTS

ENQUIRY NO: TPG CON 002/2014

DESCRIPTION OF SERVICES: EPCM SERVICES FOR FEL 4 OF THE MANGANESE 16MTPA EXPANSION
PROJECT: NGQURA MANGANESE EXPORT TERMINAL

Job creation

SD MEASUREMENT

POINTS
ALLOCATED

4.1

Rand value of new skilied jobs to be created for black people
due to Award of Contract (Where “skilled” refers to jobs for
peopie in a specialised field of work requiring a defined
training path and / or a requisite level of experience in order
for them to perform that role. These people couid be in
possession of a certificate, diploma or degree from a Higher
education institution)

4.2

Rand value of new skilled jobs to be created for black women
due to Award of Contract

{Where “skilled” refors to jobs for peopie in a specialised field
of work requiring a defined training path and / or a requisite
level of experience in order for them to perform that role,
These people could be in possession of a certificate, diploma
or degree from a Higher education institution) Award of
Contract.

4.3

Rand value of new unskilled jobs to be created for black
people due to Award of Contract

{where "unskilled” refers to jobs for people where the fietd of
work does not require extensive formal training or from
whom no minimum level of education is required):

4.4

Rand value of new unskilled jobs to be created for black
women due to Award of Contract

{where "unskilled” refers to jobs for people where the field of
work does not require extensive formal training or from
whom no minimum level of education is required)

4.5

Rand value of jobs to be created for Black youth (where
“youth” means individuals between the ages of 16 - 35 years)

48

Rand value of jobs to be created for Black peaple living with
disabilities through Award of Contract

15

Smatl
business
promotion

SD MEASUREMENT

POINTS
ALLOCATED

5.1

Percentage of contract value 1o be subcontracted to small
emerging black owned EPCM providers

30

5.2

% of your planned project procurement spend from black
owned businesses with an annual tumover of less than R35
million (QSEs, EMEs and start-up companies)

10

5.3

Rand value of joint Enterprise Development with Transnet to
be offered to black owned EMEs, QSEs and start-up
companies

45

Job
preservation

SD MEASUREMENT

POINTS
ALLOCATED

6.1

Rand value of skilled jobs preserved due to the award of
contract

6.2

Rand value of unskilled jobs preserved dus to the award of
contract

6.3

Rand value of youth jobs preserved due fo award of contract

10

A5

< fdendering Pro"c,edures
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TRANSNET CAPITAL PROJECTS
ENQUIRY NO: TPG CON 002/2014

DESCRIPTION OF SERVICES: EPCM SERVICES FOR FEL 4 OF THE MANGANESE 16MTPA EXPANSION
PROJECT: NGQURA MANGANESE EXPORT TERMINAL

Technical Threshold

Only those tenderers who attain the minimum number of evaluation points of 70 for quality {functionality)
are eligible further evaluation.

The quality criteria and maximum score in respect of each of the criteria are as follows:

Functionallty/
Quallty criteria

Sub-criteria

Maximum
number of points

Approach Paper

Mesthodology statement: Execution strategy(project
execution plan) Demonstrate experience with respect to
specific aspects of the project, inctuding but not limited to -
managing schedule and cost aspects, environmental
compliance and reporting, managing construction safety,
managing engineering interfaces, quality assurance and
control, risk management, procurement and contract
management and logistics management

Health and Safety Policies and Procedures: Heaith and
safety policies ar practices which ensure compliance with
stated employer's requirements or objectives(i.e. information
based on this particular project)

Demonstrate company experience (past performance) in
comparable projects of size and naturs{also include a record
of references)

Port/rait interface and design principles

Port infrastructure design capability

Port knowledge of maintenance requirements

Port integrated dynamic simulation taking into account the
entire logistics chain

| h |

Project Systems and
Tools

The tenderer must describe the current employed system or
a proposed system that will comply with current Transnet
system (e.9. SAP and Primavera) and procedures. The
tenderer must also demonstrate the system capability to
interact with other systems for the components refermed to
below:

Documentation Management; System and Control

Programme Management; System and Control(Primavera 6
Version 8.2)

12

Cost management: System and Control

Quality Management: System and Control

Risk Systems and Management

Procurement Management; System and Control

Engineering Management: Tools, System and Control

Staff and Resources

Experience of key individual staff members who will be
locally assigned to deliver the scope required including staff
qualifications and CV's

Staff organogram, roles and responsibilites and an
illustration of how a '‘Core EPCM management team' will
manage the execution of the scope of services over the
duration of the project to ensure integration

16

Tender document
FORM: PRO-FAT-03832 Rev01
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TRANSNET CAPITAL PROJECTS

ENQUIRY NO: TPG CON 002/2014

DESCRIPTION OF SERVICES: EPCM SERVICES FOR FEL 4 OF THE MANGANESE 16MTPA EXPANSION
PROJECT: NGQURA MANGANESE EXPORT TERMINAL

| Functionality/
Quality criteria

Sub-criteria

Maximum
number of points

Project
Organisation and
Plan

Project plan: Detailed schedule clearly indicating all activities
and their sequence including labour histogram and showing
input/engagement required from the Employer and other critical
External Stakeholders. The plan must further demonstrate how
various facilities will be sequenced for construction and
commissioning in order to realise an early beneficial occupation
per each specific facility ahead of the overall project complstion

10

10

Environmental
and Sustainability

Previous experience with green port and rail related
infrastructure engineering design,

Knowledge and experience of environmental resources
proposed for deployment to the project team (for interfacing
with environmental consultants)

The tenderer must demonstrate a clear understanding of the
Environmental requirements for the FEL 4 and project
handover and close-out phases. The Tenderer should provide
a high level Environmental Functional Execution Plan indicating
how Environmental Management will be applied throughout the
FEL4 and project handover and close-out phases as required
by the Transnet PLP Processes. The Tenderer should also
clearly demonstrate how the principles of environmental
management and sustainability will be applied throughout the
processes

The tenderer must explain their own internal environmental
management system (EMS) approach and attach his EMS
manual, including their own environmental policy. The level of
external legitimacy with respect to his EMS (e.g. 1SC 14001
Certification) must be covered.

10

Local Knowledge

Demonstrate through previcus experience to have executed
projects within South Africa, undsrstanding of the existing
governing laws and regulations and the strategy in liaising with
external and intemal stakeholders including logistical
challenges, labour dynamics, etc.

Quality
Management

Demonstrate a logical approach to managing quality. It must
clearly link to the communications plan, organisational
structure, systems and methodology for executing such
services

Risk Management

Demanstrate and outline measures to evaluate and mitigate the

perceived risk elements ralating to design, construction,
procurement, interfaces and commissioning of the scope taking
into account the cost, schedule, quality, health and safety and
the environment

Maxirmum
possible score for
quality (Ms)

100

Quality shall be scored by no less than three evaluators in accordance with the following schedules:

e T2.2-3:
T2.2-7:
T2.2-20: Evaluation Schedule: Quality Management

T2.2-21: Evaluation Schedule: Environmental and Sustainability
T2.2-24: Evaluation Schedule: Project Systems and Tools
T2.2.25; Evaluation Schedule: Project Organisation and Plan
T2.2-41: Evaluation Schedule: Approach Paper

T2.2-54; Evaluation Schedule: Local Knowledge

¢ T & & & & & »

Evaluation Schedule: Risk Management
Evaluation Schedule: Staff and Resources

S

Tender document
FORM: PRO-FAT-0383 Rev01
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TRANSNET CAPITAL PROJECTS
ENQUIRY NO: TPG CON 002/2014
DESCRIPTION OF SERVICES: EPCM SERVICES FOR FEL 4 OF THE MANGANESE 16MTPA EXPANSION

PROJECT: NGQURA MANGANESE EXPORT TERMINAL

The minimum number of evaluation points for quality is 70

Each evaluation criteria will be assessed in terms of Six indicators; — failed to address the question /
issue; a defrimental response / answer / solution - limited or poor evidence of skill / experience sought
or high risk that relevant skills will not be available; less than acceptable — response / answer / solution
lacks convincing evidence of skill / experience sought or medium risk that relevant skiils will not be
available; acceptable response / answer / solution to the particular aspect of the requirements and
evidence given of skill / experience sought; above acceptable - response / answer / solution
demonstrating real understanding of requirements and evidence of ability to meet it and excellent —
response / answer / solution gives real confidence that the tenderer will add real value.no response,
poor, satisfactory, good and very good. Scores of 0, 20, 40, 60, 80 or 100 will be allocated as indicated
here under. (See CIDB Inform Practice Note #9)

The prompts for judgment and the associated scores used in the evaluation of quality shall be as follows:

Score | Prompt for judgement

0 Failed to address the question / issue

20 A detrimental response / answer / solution — limited or poor evidence of skill /
experience sought or high risk that relevant skills will not be available’

Less than acceptable - response / answer / solution lacks convincing evidence
of skill / experience sought or medium risk that relevant skifls will not be
available.

60 Acceptable response / answer / solution to the particular aspect of the
requirements and evidence given of skill / experience sought

80 Above acceptable — response / answer / solution demonstrating real
understanding of requirements and evidence of ability to meet it.

100 Excellent — response / answer / solution gives real confidence that the tenderer
will add real value.

The scores of each of the evaluators will be averaged, weighted and then totalled to obtain the final
score for quality.

Transnet may decide that if no Bidder pass the SD and /or Functionality threshold, it will reserve the right
to lower the threshold by 10%.

BBBEE and Preferencing System

As referred 1o in clause F.3.11.3 the 90/10 price/preference points system will be used for evaiuation
purposes. Points will be awarded to tenderers using the Department on Trade and industry’s balanced
scorecard. The application of the Broad Based Black Economic Empowerment recognition levels and
score preferencing points are as follows:

Contribution Qualification Points on the generic Blgéolggc%a?l{;?on Preferencing points
Level scorecard L g Scored
evel
Leval 1 Greater than or equal to 100 points 135% 10
Greater than or equal to 85 points but
Level 2 less than 100 points 125% 9
Greater than or equal to 75 points but o .
Level 3 less than 85 points 110% ) 8 ’

7>

Tender document Page 11 Part TV ering Procedures
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TRANSNET CAPITAL PROJECTS

ENQUIRY NO: TPG CON 002/2014

DESCRIPTION OF SERVICES: EPCM SERVICES FOR FEL 4 OF THE MANGANESE 16MTPA EXPANSION
PROJECT: NGQURA MANGANESE EXPORT TERMINAL

Level 4 g;esatt:; l:h_?; :gi :-gual to 65 points but 100% 7
Level 5 g;?e.attr?e: r:l}gsn ;;i miual to 55 points but 80% 6
Level 6 gxtr?; |.tlhsalsn giﬁgual to 45 points but 60% 5
Level 7 g;iatt:ar r:hfsn ;Jigual to 40 points but 50% 4
Level 8 gza;:; :hfg :;i:gual to 30 points but 10% 2
Non-compliant | Less than 30 points 0% 0

Tenderers claiming BBBEE preference points must submit together with the tender document their valid
BBBEE verification certificate issued by:

» Accredited verification agencies or verification agencies that are in possession of a valid pre-
assessment letter from the South African National Accreditation System (SANAS) or
Independent Regulatory Board of Auditors (IRBA).

F.3.13.1

Tender offers will only be accepted if:

a) The tenderer submits an original Tax Clearance Certificate issued by the South African
Revenue Services or has made arrangements to meet outstanding tax obligations;

b) The tenderer submits a letter of intent from an approved insurer undertaking to provide the
Performance Bond to the format included in Part T2.2 of this procurement document

¢) The tenderer is registered with the Construction Industry Development Board in an appropriate
contractor grading designation;

d) The tenderer or any of its directors/shareholders is not listed on the Register of Tender
Defaulters in terms of the Prevention and Combating of Corrupt Activities Act of 2004 as a
person prohibited from doing business with the public sector;

€) The tenderer has not:

I.  Abused the Employer's Supply Chain Management System; or
Il.  Failed to perform on any previous contract and has been given a written notice to this
effect;

f) The tenderer has completed the Compuisory Enterprise Questionnaire and there are no conflicts
of interest which may impact on the tenderer’s ability to perform the contract in the best interests
of the employer or potentially compromise the tender process and persons in the empioy of the
state are permitted to submit tenders or participate in the contract;

g) The tenderer is registered and in good standing with the compensation fund or with a licensed
compensation insurer;

The employer is reasonably satisfied that the tenderer has in terms of the Construction Regulations,
2003, issued in terms of the Occupational Health and Safety Act, 1993, the necessary competencies and
resources to carry out the work safely.

F.3.17

The number of paper copies of the signed contract to be provided by the employer is 1 {one),

Please
Note:

Transnet SOC |.td wishes to declare that Hatch Goba Pty (Ltd) has developed and completed the FEL 3
study of the 16mtpa Manganese Expansion Project attached hereto in the accompanying Compact Disc

of the RFP.
o ¢

T14.2: Tender Data

Tender document Page 12 I“ﬁ Tendering Procedures

FORM: PRO-FAT-0383 Rev01




TRANSNET CAPITAL PROJECTS
ENQUIRY NO: TPG CON 002/2014
DESCRIPTION OF SERVICES: EPCM SERVICES FOR FEL 4 OF THE MANGANESE 16MTPA EXPANSION PROJECT:

NGQURA MANGANESE EXPORT TERMINAL

T2.1 List of Returnable Documents

1. Returnable Schedules

T2.2-8

T2.2-9

T2.2-14
T2.2-15
T2.2-16
T2.2-17
T2.2-18
T2.2-22
T2.2.27
T2.2-31
T2.2-33
T2.2-36

T2.2-38

T2.2-43
T2.2-51
T2.2-52
T2.2-55

Schedule of proposed Sub-consultants

Insurance provided by the Consultant

Authoerity to submit tender

Certificate of attendance at tender clarification meeting
Record of addenda to tender documents

Compulsory Enterprise Questionnaire

Form of intent to provide a Performance Bond

Health and Safety Plan

Broad-Based Black Economic Empowerment (BBBEE)
Supplier Code of Conduct

Mutual Non-Disclosure Agreement

RFP Deciaration Form

Declaration of Understanding (Environmental and Health & Safety)
RFP — Breach of Law

Certificate of Acquaintance with Tender Documents
B-BBEE Improvement Plan

incentive Scheme & Proposal

2. These schedule will be utilised for evaluation purposes
Supplier Development

T2.2-40

Transnet Supplier Development Plan

Quality (Functionality)

T22-3

T2.2-7

T2.2-20
T2.2-21
T2.2-24
T2.2-25
T2.2-41
T2.2-54

Evaluation Schedule: Risk Management

Evaluation Schedule: Staff and Resources

Evaluation Schedule: Quality Management

Evaluation Schedule; Environmental and Sustainability
Evaluation Schedule: Project Systems and Tools
Evaluation Schedule: Project Organisation and Plan
Evaluation Schedule: Approach Paper

Evaluation Schedule: Local Knowledge

m,.
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ENQUIRY NO: TPG CON 002/2014

DESCRIPTION OF SERVICES: EPCM SERVICES FOR FEL 4 OF THE MANGANESE 16MTPA EXPANSION PROJECT:
NGQURA MANGANESE EXPORT TERMINAL

3. This schedule is required for payment purposes only
T2.2-34 Supplier Declaration Form

4. C1.1 Offer portion of Form of Offer & Acceptance
e (Offer 1
s Offer 2

5. C1.2 Contract Data Part 2: Data by Consuitant
e Offer1
s Offer2

6. C1.3 Form of Securities

o Offer1
o Offer2
(f) ¢
TENDER 2: Returnable Documents
FORM: PRO-FAT-0167 Revi3 Page 20of 2 .2: Retumable Schedules






Rm Rail Port

Approved budget initial 1129 832
Contract approvai value before negotiations 810 519
DCV before negotiations 1063 687
Surplus after risk allowance 65 144

DCV after negotiations

Final surplus after risk aliowance

Total saving

177

DCV for port went up by 64 after negotiations, whereas DCV for rail went down by 287

DS8




