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- Esealelons of nput g0sts hive been verfed by Transra by ing publicly availsbie
g:cfﬂmand by %mgﬁb'ml using thelr mteuecwal‘ﬁbrgp‘gw methd?ahw and
, Gues, ‘ '

TE Scops (Iém 8 of Table 2)

60.A Srateglc decision’ W taken ot 3 Transost level that TE shoud transtorm 1o
Sl o et B Bt Ly
e ialent 19E Dual Voltage ElGEHAC focomotii piy S, Was Used B3 B Catalygt
ta fadlitate this Btrategy, e

,. 61, As sisch bidders were sdvised to provide pricing based on roviding TE with additional
1 5cope for the manufacture of the locomaotives, y

62, Straleglﬁlv. cally It was decided that for spedfic Items within the bulld process where TE
) me Within 10 % of the market price then it would be acceptable to aflow TE to retein
118 Scope,

63.Thé pricng es reflected above In Table 2 Is indusive of thls adeitional scp £
based on this principle, .

64. Bidders have aiso bullt o risk oremium Into thelr pricing, to cater for the Hisk associated
:Iﬁth Transnet Englneering carmying out this additiong] new scope. of work for the 1%
me.

65. Consequently the net additional 3 % per B1in Table 2 1s justified and 1s ressonable,
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Batch Size (Ttem D of Table 2)

66. As spproved by the Transnet Board the prefarreq Bldders were advised that the batch
size EE; ﬁen split on & 50/50 basls for the Dlesels end a 60/40 bals for the.
amongst them, T

B8. A3 2 result, the fixe costs related to Setting up the production Fne Would have to be
recoliped over & sma%ler baich,

69. This resulted In an Increase In the cost per locomative,

71, Consequently the net additional 5.4 % per B In Table 2
Contingendes (Itém G of Table 2)

72.The contracted price of R 49.5 billion exdiudes the cost of any requirements for tal
spares beyond the wz ; el cepita

S¥ond the warranty period, var rders and options s"udmasemctoﬂ' ronlical
controlled briumatic braking and wire dis ted pawer etc ¢ id

Is Justified and s raasonabe,

d préum e added Inte e POWr ekc.) and gs such an additienal
10% (R49 bifton) has been added Into the request for additidnal ETC for this (refr
Item G of Table 2) ]

soced thek & would be more strategic ty have two ' OEM
locomstives In'Durban.

74/In.addition TE productios lines in Koedoespaort cannot accammodate four OEM's gs
velidated by the PWC study, | |

75, Bldders have based t ¢lr contracted Pilces on manufacturing operEtions being ca
A% It Galhang. :!:'}s‘hawﬂot}'glﬁg,i_ﬁtlﬂedmﬁscost,'h"g VEr this SRt I ey

OWEYEr s €t I Inclogeg

in the addifional 10 % (refer ftem G of Table 2),

186



R R TR s R ey
ey PSR W N b AT el

TR g iy Sitece B L
S ::‘ IR ¥ e e g A T

FINANCIAL IMPLICAYIONS:

76.The business rieed and ratlonale remalris as originally Indicated In the business case
submission.

77, The Business case resyited In & pactive NPV (R2.7 billon at the TFR hurdie rate of
18.56 % and R34.1 blllion at the TFR WACC of 12.55 %),

78.7he Transnet hurdie rate s since bedn aMeNBed 0 152 % and the Ney At thls
hurdie raté using the busﬁ'n_s;‘ €258 assumptions wolild be R 16,02 bililon,

79.The finandial madels for the Business case have

18] mode ] , beenupdatedfurthefoﬂowm based
on theconditions per the signed final contracts: g

nta

a. Final pridng

b Revised cash flow profile for tha capltal Investments

¢ Commensurate changes ko the voluma ramp up and tarif Increases an
commodities thak are priced relativ to the Investment outlay

80. The updated NPV result 15 & positve Npv of R 11,68 biflon Bt the new hurdie rate o
15,2 % and Rﬂ 22,71 billion at thé TF';P\YVACC of 12,6 %, me?ug‘ oG e o

£ Pllion at the TFR WACC of 1 PV would become a
hegative R 1.67 bilioh at the original hirdle rate of 18.58%,

BL. The WACC and twrdle retes are updated annual

dle ted & ly far changes In economie conditions
and are approved by Transnet Exco and reviewed by Ext |
audit S5,

ema! audit during the year end

el P
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BUDGET MPLICATIONS;

82, The Investinent Is Included 1 the 2014115 seven year capital Invastment plan,

63, The contracted Gelivery schedule nd cash flows have changed gs Compared to the
Investment included in the 2014/15 seven year capita) lnv"&m%ge&t plan,

84.In order o ensiti that Transhets #pproved key affordatilty i s (gearing and egsn
lntg%r COVEr) Bré not breachsd, a capital '&gﬂﬂ&ﬂon prm@s& Wil be undertikan,
such thet Other ivestmente. Which do not Impact Mp§ volume targets would e
deferred,

85.The diference between the 2U4/1S seven year Investment pian and the
<ash flows based on the

projected
WS base 18 supplier agreements with contractors with an additional 109
added for options, varlation ‘orders

avon orders, spedial tooling, tesy ulpment, Intiisf Spares and
Capial spares, Is Mlustrated In Table 7 hetoyy: ™"
Table 7
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RECOMMENDATION:
108.1t1s recammenged that:

a}theBQDbakenoteﬂ:atﬂ;e alnreasonsfurthel e In ETC Is due to the
n &fthe folowing conte from the 24 January 2014 submisslon;

I, cost of fore exchange riic ts;
k ,T_g: hedsbw!pr orelan ﬂﬁn%%wm

S35 o burs Iy carda
. The Goi o adaionsl scupe fr hanshet Englncering (rch

fons {forex and infiation) batween
approval of the business case and award of the contract

b) the BOD appraves an increase In estimated total cost
64 io

{ETC) for the acquisition of
comatives for Transnet Frelght Raif’s Genera) Frelght Buslness from
\g} RSB,G billion to R54,5 bilion,
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