« Letier of Intent between Transie! and MeKinsey Incorporated for te provisten of Advisery Services ralated o the Acquisition of
the 1064 Locomotives Tender TRANSGNE

/OO OS5/

McKinsey Incorporated f’m{\e £aAg B
88 Steila Street
Sandown Mews East
Sandton
2196
30 November 2032
Reference; LOI/GSM/12/05/0447
Dear Mr Michael Kloss
RE:  LETTER OF INTENT far the provision of Advisory Services Related to the Acquisition
of the 1064 Locamotives Tender over a peried of 9 months, LOX/Proposa)

Referenca No: G5M/12/05/0447 (“the Mandate”)

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

The Parties to this agreement, are;

{1} ‘Trensnet S0C Litd (Transnet), a State Owned Company and the procurer of the services
{Reqlstration Number 1990/060900/30); together with

(2) MeKinsey Incorporated (the Supplist), (Reglstration Number 1995/002398/10) and the
other members of the consortium, namely, Regiments Capital {refer to 1.5), Advanced
fall Technologles, Nedbank Capital snd Utho Capital,

Transnet wishes (o contract with the Suppiiet for the provision of the Services as outlined in ¢clause
3.3 below, which, if mutually agreed by the Parties, will be documented and effected in acrordance
with 7 9 (pine) month Agreement between the Partles. It Is agreed that the Suppiler will play the Jead
rote and take overall responsibility for the entire Mandate, This condition also appiles to services
spacifled in 1.5 and 1.6 herelh,

The Parties are desirous of successfully concluding negotiations and theveafter executing a contract
{the Agteement) to enable the Supplier to provide the Sewices detalled In section 3.3 below In a
trrely manner,

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

The purpose of this Lalter of Intent (LOX) Is to docuiment the intention of the Partles in viaspect of the
required Services for the provision of Advisory Services related to the Acqulsition of the 1 fq-i
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Letter of 1atenl batween Transnet and Mckinsey Ircorporaled (or the provision of Advisory Services ralated 1o lhe Acquisition of
1064 Locornatives Tender

2, Interlin Service Requirement

2,1

2.2

The Supplier agrees to promptly commence with the provision of the Services as detailud
in section 3.3 below, after this LOY's confinmation date, and in compllance with Transhet's
interirn purchase order,

Should negotlations between the Partles break down for any reason, the Supplier may
Immediately nvolce Yransnet Group Finance for all veasonable, actual costs incurred
up until that date and such amount shall become due and payable by Transnet against
presentation to Transtet of an undisputed Tax Invoice.

3. Contract Feas and Deliverables (Inclusive of 2.1 above)

The proposed feas for the Servicas to be rendered, which the Parties in the Interln accept, are
understaod by both Partles (subject to signing of the Agreenient) and are as tabied hy Annexure
A hereto,

3.1.

32

3.3

LO! Reforence Me! GSM 12/05/0447

Fees and related costs are guoted in South African currency and are exclusive of Value-
Added Tax (VAT), Expenses wiil be capped at 10% of the value of the engagement for
the Supplier and its sub-contractors and billed on an actual basis capped at R35,2 mifion
excluding disbursaments, v

Payment wii be effected by Transnet, agalnst presentatfon by the Supplter of undisputed
Tax Involces, withitn 30 (thirty) days from date of inonth-end statement for deliveraties
effected during that month. '

Key deliverahles and project timescales,
The key profect deliverables fur a period of @ (nine) manths are for the proviston of
Advisory Services refated to the Acquisition of the 1064 Locomotives Tender,
Please note that contract tmeling maybe for a longer period, at no extra cost to Transnet
If the dellverables are not executed for whatever reason as this engagement i output
based, as opposed to tine based,
The sbiective is to award the loco tender by the end of the third quarter of the
calendar yaar 2013 ou the back of
+  arobust and de-risked business case that is fully suppotted and approved by the
Board and the Shareholder
+ o fully capacitated and flawlass transaction process
s acommerdal negotiation that maximises the value delivered to Transnet and
South Africa,
The dellverables are covered In detall In annexure B, and Inthude:

+ Developing and augmenting the business case for the approval of the
locomotves by the Transnat Board of Directors and Department of

Public Enterprises;
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« Financial:

o Dovaloping finance and funding options

o Develop deal structure (financing, hedging and de-risiing options);
»  Projact Management Office!

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

o Manage overall process lo ensure all parts come together

o Provide oversight of legal aspects from & project management
perspective.

4, Miscellaneous

4.1.  Melther Party shall reveal the content of this LOI or anything disdosed to the other Party
fn pursyance hereof to any third party, except with the prior express written consent of
the other Party, and then only to the exteni required to fadlitate progression of the
startup procedures.

4.2, “this LOI may only be amended or modified in writing by the authorised signatorles of the
LOL

Thus duly Signed Bt ...... g2 iecenser ey SOUED Africa on thiS .. wsnes G2y Of
o T s nar. 200, 00 Db ofs

Transnet SCC Lid WITNESSES
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NAME: Anof é@}\

Designation: Group Chief Finandal Officer

LOt Reference No: GSM 12/05/0447 (
A



Letter of [ntent Debween Transhel and McKingey Incorporated for the provision of Advisery Services related to the Acquistiion of

1064 Locomotives Tendar

ANNEXURE A ~FEES/COSTS

Dellverables must be executed for a fee of R35.2m a3 per the fee note below. Any overrun in terms of
time wili not be for the account of Trangnet as the engagemant Is output based and not time based,
rckingey will take overall responstbllity for the deliverables and quality of the end products. Expenses
will be capped at 10% of the valde of the engagement for the Suppfler and its sub-contractors and

billed on an actual basls:

Convaitagslsatugy

Batraiz eyt valdalion
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O, tegraton set stahelwbder pratapen it

Total Laco

LOL Relerence No! GSM 12/05/01947

i
Rugirunls Bl ngles

Y
1R + AT
AefranyBuwinglon 4 MK

O Rlan et

ﬂé.\'.‘n'

R3,5n

Ritm o
Rasam . 0

s \ .
X4



LADSOITT WD 1oN WURRRY 10T l‘\\sm

SISpTOTEXEIS [0S PRUBiY
PRAIOSIT DUR SHOYROINNTNEOS I0PIOYELS [PTIs1%0 simdar] «
POBEO] $0nS1 PURYSIOS PIIBNONO SHORIOP 1Y soatasys 3ooford xemEal gBnonp sonssy a12[E0ST «
parmbai EORRALORI 6 ‘SDEUL 9q U} SHOISIONP i SADTART TRUILIOL PUR SI0ITIIIO0
2HUISE O ~SBENLIW soy ey SULoos 2ARssIg Surresys 2oy noyeuarmoep duitedsrd pue dn Sumes
SI0STAP® [f2 s5010e §39001d 2anie o1 Jo mBla SIUOSOIIU JsTTEde SauTRun S5a00id [{2ISA0 I0gFLOY «
PANRISAT T $3J8910 12 SININLS VRG0S 10817) 3dsEos0
SoopsoIn i wefd yoofoid parmiagy digsIapea) YW Yim HoZWpmgsymemiEay Aq po] Ol
“SoHgnl (] $S2Ippe Altenbapy - -
somonjne ¥adeo JUSISTIP PUB “S9SED SSIUISUY 910 TOLN
1odxo ptiz feos wodxs 01 STUL] PUE SOIRUSOS IREOEQII-OLIRUI
uo gas2q JULSeRU0D THICTUT o) SuRopos poseq OUEUSIG «
Supoenuos 9 107 s28uer 198 pre weyd pep oy m
ssfue: jsufpe 0] suoyepusmIOIAT YL SARQUERD 0507 SjepHea | |
0} S3UIPOTRLIOD SSOIIE 9580 SSAUISHY Pla-03-Dias pojeadonsy » =y 15 EXY
44 pue pog WwusTRil | HJQ PEE pI2oy Aq peassdde sed ssamisng oF3 Jo UM~ | -2d PUR TovEIdainy
o1 £q 30 peaozdde st ey 5SeT SSORISTQ UaILIMEY] ML A T SISTD SSIULSUY

FBPURL SN pA0T O LORISINEDY L) ) (912183 SRS ATy 10 uoisinod SLE J0) DIVZICIONU ASSURIp] pUE TRUSUBI] BRRAMIA0 WRUT 4O JER3T



